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Tutkimuksen tavoitteet
Tämän tutkimuksen tavoitteena oli analysoida yhteistyötä, organisaatioiden välisiä 
suhteita ja roolien muodostumista tämän hetkisissä lentoliikenteen alliansseissa. 
Tutkimus keskittyi lähinnä roolien muodostumiseen, eli tutkimaan organisaatioiden 
välisten suhteiden vaikutusta mukana olevien yksittäisten yritysten sisäisiin 
organisaatioihin, sosiaalisiin rakenteisiin sekä rooleihin. Tarkoituksena oli pyrkiä 
identifioimaan roolien muodostumiseen vaikuttavia tärkeitä tekijöitä.

T utkimusmenetelmät
Tämän tutkimuksen perustana on käsitteellinen analyysi roolien muodostumiseen 
vaikuttavista tekijöistä, minkä lisäksi tekijä on suorittanut lyhyen empiirisen case- 
tutkimuksen eräässä yksittäisessä lentoyhtiössä, ja tutkinut yrityksen roolin 
muodostumista osana kansainvälistä allianssia. Empiirisen tutkimuksen tarkoituksena 
oli testata ja havainnollistaa käsitteelliseen analyysiin pohjautuvaa teoreettista 
viitekehystä.

Lähdeaineisto
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jäsenenä. Roolien muodostuminen ymmärrettiin jatkuvaksi prosessiksi, joka myötäilee 
allianssin kehitystä. Yksittäisen yrityksen rooli verkostossa määräytyy sen tuottaman 
yhteisen hyödyn mukaan, riippuen siitä kuinka kiinnostavana verkoston muut jäsenet 
pitävät sen mukanaan tuomaa panosta. Roolin lopullinen asettuminen puolestaan 
riippuu useasta eri tekijästä, muun muassa jäsen yritysten tavoitteista ja sitoutumisesta 
allianssiin, yhteistyön muodostaja työn jakautumisesta eri jäsenten kesken.
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ROLE CREATION AND INTER-ORGANIZATIONAL RELATIONSHIPS 
WITHIN AIRLINE INDUSTRY ALLIANCES

Research Objectives
The aim of this Thesis was to analyze cooperative behavior, inter-organizational 
relationship (IOR) formation and role creation within current airline industry alliances. 
The study primarily focused on role creation, i.e. in examining the influence of IORs 
onto the internal structures, perceived roles and social constructions of the participating 
companies. The main goal was to identify some of the most important factors having 
and influence on role creation within airline industry alliances.

Research Methods
This study is primarily a conceptual analysis, although it does illustrate an empirical 
single case study on an airline carrier which has recently joined a global alliance 
network. The purpose of the empirical illustration was to test the theoretical frameworks 
created on the basis of a conceptual analysis in a real life setting.

Sources of Data
The conceptual analysis of the study is based on previous literature, primarily content to 
cooperation and competition, IOR formation, networks and alliances, in addition to the 
sensemaking perspective on cooperative arrangements. The empirical part of the study 
primarily bases on personal interviews with the case company employees. Altogether, 
there were 16 interviews conducted for the study. Other data sources include e.g. 
company records, internal data bases, personnel newspapers and training material, 
where the actor has had access due to having been employed by the case company.

Conclusions
Airline alliances were in this study considered as inter-organizational networks, where 
the roles of the individual actors (airlines) reflect the network identities of those actors 
as single network members. Role creation was seen as a continuos process content to 
instant role definitions and final role settlements which follow the general alliance 
development. An organization’s basic role definition as a network member here refers 
to the perceived attractiveness of its special contribution of excellence to the overall 
network. Role settlement, on the other hand, seems to depend on various factors, e.g. on 
the objectives and commitment of the actors, on the nature of cooperation and on the 
division of labor within the net.

Key Words
cooperation, inter-organizational relationships, airline industry, alliances, networks, 
roles
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GLOSSARY

Bilateral Intergovernmental bilateral air service agreements 
concerning traffic rights between countries. Regulate e.g. 
access to particular markets, fares, frequencies and capacities

Cabotage The right to operate domestic services in another country

Code sharing Code-sharing occurs when one airline carrier sells a flight 
under its own airline designator code, even though the flight 
is operated by an other carrier.

CRS Computer Reservation System used for booking airline 
tickets and other travel services. There are several individual 
CRS systems, which are usually owned by individual airlines 
or by a group of airline carriers

FFP Frequent Flyer Program. A marketing tool aimed to increase 
the frequency of which the passengers book on a particular 
airline carrier. In FFPs the customer gets bonus points when 
booking on the issuing airline’s routes

Flag-Carrier A national airline company, such as e.g. Finnair. The Flag- 
Carriers have traditionally received governmental subsidies

Hub A large, usually centrally located airport that serves as a 
traffic center for airline connections. Hubs are fed from 
spoke airports

Interlining Agreements as to the sale, endorsement and acceptance of 
tickets between airlines so that passengers and cargo can 
transfer from one airline to the other on the way to the final 
destination

Interline-connection A transfer connection between the flights of two different 
airline carriers in order to reach the final destination

On-line connection A transfer connection between two flights of the same airline 
carrier in order to reach the final destination. Under a code
share flight the connection is also on-line

Spoke A small airport from where the passengers are transferred to 
hubs for connecting flights

VI



1. Introduction

The popularity of cooperative arrangements in the international business (IB) arena has 

significantly increased during the past decade. The influence of external, environmental 

pressures, e.g. the deregulation of previously protected industries and increased global 

competition, the ever accelerating pace of general technological development, in 

addition to the internal needs of organizations to grow and internationalize, has 

compelled the formation of cooperative relationships among different parties in the 

economic landscape. Cooperation enables single organizations to build and learn new 

sources of capabilities and competitive advantages not available by internal growth. 

The use of collaborative and cooperative agreements has spread in global scale across 

different types of organizations, concerning a multiplicity of partners and agreements in 

every possible industry.

Cooperation in a business context is a multifaceted concept which comprises a variety 

of forms, ranging from simple contractual agreements with no equity ties to more 

formal arrangements involving equity ownership and shared managerial control over 

joint activities. In principle, all cooperative arrangements may be thought to consist of 

inter-organizational relationships (IORs) between two or more firms in order to achieve 

common goals. A generally used and widely applicable concept for cooperative 

arrangements is the term alliance. According to Gulati (1998), a strategic business 

alliance is a voluntary arrangement between firms that may involve exchange, sharing 

or co-development of products, technologies or services. An alternative definition by 

Inkpen (1998) suggests alliances as inter-firm cooperative arrangements that utilize the 

resources and governance structures of autonomous organizations. Or, more generally; a 

business alliance is an ongoing, formal relationship between two or more organizations 

in which the partners seek to learn and acquire from each others technologies, products, 

skills, and knowledge that are not otherwise available to their competitors (Lei and 

Slocum, 1992). There are, however, several definitions and groupings to the varying 

forms of cooperative arrangements.

«
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Although there seems to be a considerable amount of previous research content to 

international alliances at a rather general level, the analysis of role related issues within 

international IORs appears to be somewhat neglected among the current IB literature. 

This study tries to some extend fill in this gap since it will focus on factors affecting 

role creation within current airline industry alliances. In the analysis, the study will 

draw together several pieces from previous research. It will however, primarily discus 

airline alliances from the inter-organizational network perspective. Role creation, on the 

other hand, is understood to be a process content to a basic role definition that is 

followed by a period of role settlement. Furthermore, the roles of single members are 

considered to be dynamic, i.e. they may evolve over time.

Cooperation in the airline industry, an industry which seems to live a phase of turbulent 

changes, provides an interesting area to investigate role creation and cooperative 

behavior for several reasons. Airline alliances typically represent non-equity 

cooperation in a service industry which has received less attention among the scholars 

of IB. The tendency of airlines to cooperate with each other has been steadily 

increasing over the past few years, but most importantly, the nature of cooperation has 

changed. There appears to be a strong need to consolidate the industry that has 

encouraged the emergence of not only dyadic cooperative relationships, here referring 

to relationships between two partners, but also arrangements between more than two 

participants. The current airline alliances provide important means to manage 

competitive positioning in a highly competitive environment, and consequently, their 

role has turned to ever more strategically important. The airline companies, although 

heading towards increasingly comprehensive global alliances with an aspiration of more 

and more extensive advantages due to cooperation, still seem to continue as rather 

autonomous organizations after all. In this study, the current airline industry alliances 

will illustrate the analysis of role creation within a network of IORs.
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1.1. Previous Research
The increased number of inter-organizational, cooperative arrangements of relationships 

has received considerable attention among the scholars of IB. Cooperative behavior in 

its varying forms has been subject to several studies, both general and more focused 

onto particular modes of cooperation. Cooperative behavior in IB contexts has been 

viewed from a variety of perspectives, including e.g. firm internationalization 

(Luostarinen, 1979; Luostarinen and Welch, 1990), transaction cost economics 

(Williamson, 1975), networks (Thorelli, 1986; Jarillo, 1988; Andersson et al., 1994), 

game theory (Parkhe, 1993; Gulati, 1994), resource dependency (Pfeffer and Salancik, 

1978), developmental processes (Ring and Van de Ven, 1994) and organizational 

learning (Hamel, 1992; Khanna et. al., 1998; Lei et al., 1997). Cooperation is however, 

being a multifaceted and ambiguous concept, difficult to conceive holistically. The 

dynamic nature of cooperative relationships, the varying forms and alternatives for IOR 

design, and the differing views on the purpose, scope and nature of cooperation makes 

them very challenging research objectives (Seristö and Vaara, 1999:3).

The majority of current research on IOR’s seems to have focused on the identification 

of the multiplicity of motives and contexts for cooperative behavior, and furthermore, 

emphasized the connection between organizational alignment and performance. The 

performance of international alignments have been studied by many authors (Dussauge 

and Garrette, 1995; Pekar and Ailio, 1994; Gleister and Buckley 1998; 1998; Powell, 

1992; Lei et al., 1997; Chan et al., 1997), including the varying forms of inter- 

organizational governance structuring (Parkhe, 1993; Osborn and Baughn, 1990; Oliver, 

1990; Sheth and Parvatiyar, 1995), managerial aspects (Forrest, 1992; Lei and Slocum, 

1992) and the importance of partner selection (Brouthers et al., 1995; Dev et al., 1996; 

Roehl and Truitt, 1987). Substantial emphasis has also been put on the legal dimension 

of the governance structures, and its contribution to alliance outcomes. Furthermore, 

most of the studies have concentrated on vertical cooperation modes in industrial 

manufacturing.

The airline industry is a major theatre for alliances, and consequently, airline alliances 

have been studied from many perspectives, such as the causes and effects of equity
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alliances (Youssef, 1992), critical success factors (Bissesur, 1996), costs and 

performance (Seristö, 1995), partner choice (Nyathi, 1996), rivalry (Alamdari, 1989) 

and airline competitive strategies (Hamel, 1993; Sorensson 1990; Seristö, 1993). 

Similar to previous studies on alliances at the general level, industry specific research 

on particularly airline alliances appears to be dominated by cost and performance issues 

as well. It seems that the current research on alliances mainly covers rationalistic, 

economical perspectives.

1.2. Research Gap
Although a lot of research has been conducted in the area of cooperative behavior, there 

are some limitations to be found. Firstly, most of the studies concentrate on identifying 

potential success factors and their contribution into the alignments performance, or 

enlighten general motives for inter-organizational relationship (IOR) formation. Other 

studies, on the other hand, analyze managerial problems related to IOR formation, 

identify criteria for the evaluation and selection of potential partner candidates, or 

emphasize the importance of an appropriate structuring of the relationships in order to 

secure the performance of the entity. In addition to these theoretical analyses there is a 

variety of empirical case-studies focusing on the behavior of single organizations (e.g. 

Haigh, 1992; Gleister and Buckley, 1998).

Secondly, the vast majority of the current studies emphasize the importance of 

structuring, i.e. the legal dimension of IORs. Consequently, they focus on hierarchical 

governance forms, e.g. foreign direct investment, and especially equity joined ventures 

(e.g. Harrigan, 1985, Geringer, 1991). Some research has been content to non-equity 

IOR categorization (e.g. Chan et al., 1997; Sheth and Parvatiyar, 1995), but again, the 

primary objective of those analysis is to provide general taxonomies in order to assess 

the performance of the entity, or enlighten the motives for cooperation.

Thirdly, most of the empirical studies comprise manufacturing industries, including 

technology transfer between alliance partners (e.g. Harrigan, 1987), vertical inter- 
organizational integration (e.g. Geringer, 1991; Brouthers et. ah, 1995), and/ or, inter-
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industrial IORs (e.g. Osborn and Baughn, 1990). As a consequence, the special features 

of horizontal service-industry relationships between competing firms seem to be 

neglected in the current business literature.

Fourthly, research on cooperative relationships has mainly been content to dyadic 

cooperative relationships (e.g. Brouthers et al., 1995; Geringer, 1991). The network 

theory framework has suggested though, that greater attention must be directed to the 

embedded context within which dyadic business relationships take place. Nevertheless, 

most of the research utilizing the network framework also concentrates on the focal 

relationships at a time (Håkansson and Snehota, 1995; Andersson et al., 1994).

Fifthly, the existing literature on cooperative IOR’s seems to have been content to 

rationalistic perspectives (see e.g. Borys and Jemison, 1989; or; Ring and Van de Ven, 

1994). Interpretative process and the “sensemaking” perspective, as developed e.g. by 

Weick may bring an interesting contribution to the complex and ambiguous processes 

of inter-organizational relationships, as it provides means to analyze the social 

constructions of these hybrid arrangements. For processes involving informal 

relationships formation as well as individual and social interpretations such as role 

creation, the sensemaking perspective may provide an interesting contribution in 

addition to the more “traditional” views for analyzing cooperation and IORs. The 

sensemaking perspective will be, however only discussed as an illustration in this study 

that will primarily discus airline alliances from the network perspective.

To summarize, the general limitation of the existing research is that on the one hand, it 

is on a rough and general level, trying to categorize and evaluate the multiplicity of 

objectives and motives for cooperation and the varying modes of operation available; 

or, on the other hand, rather limited to a somewhat deeper analysis of the most 

commonly applied cooperation modes, e.g. by huge multinational organizations. What 

seems to be lacking, is the analysis of cooperation in different industry contexts, 
especially the special features of service industry cooperation, the interrelation of 

horizontal cooperation and the influence of IORs into the internal structures, roles and 

social constructions of the participating companies. The aim of the subsequent study is

5



to analyze cooperative behavior in the airline industry, i.e. multi-partner relationships in 

a service industry; the emergence of new types of cooperative alliances; and more 

precisely, the main variables influencing individual role creation processes of single 

airline companies as members of global airline alliances.

The airline industry is an interesting example to investigate cooperative behavior for 

several reasons. First, it is a service industry, which has been content to a number of 

turbulent changes under recent years. For decades, the airline industry was considered 

as a generally peaceful and fragmented industry sector operating under seller’s market 

conditions (Kaynak et al., 1994:236). Protected by government ownership and 

regulation, airlines were safe from serious competitive effects of the marketplace. 

Deregulation, privatization and the adoption of new technological developments in 

addition to other demographic, legal-political and structural changes have, however, 

increased global competition and created new challenges to the carrier companies. As a 

consequence, most of the companies have had to modify their previously adopted 

business policies and strategies in order to meet the demands of the altered situation 

(Kaynak et al., 1994: 236).

Second, the airline industry considerably differs from the manufacturing industries 

which have received remarkable attention among the scholars. It is a service industry, 

with additional industry specific features. As a consequence of many airline companies 

been mostly state-owned, there has been a strong sense of national pride and 

sovereignty connected to the national airline companies restricting the choice of 

typically applied modes of cooperation. In the airline industry, the degree of non-equity 

contractual agreements is rather high, according to Gallacher, 1997a: 26; ca. 85% of all 

alliances.

Cooperation is, however, inevitable in the airline industry. It is a typical network 

industry, where the delivery of products is conducted via a network infrastructure. The 

national airline carriers have to get access into international networks infrastructure in 

order to be able to transport passengers into their final destinations. Although airline 

alliances typically represent diverse, co-operative, non-equity agreements between
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separate independent partners, they can not be considered as plain market or contracting 

transactions'. Most airline alliances are between two partners, although the tendency in 

recent arrangements has been towards multi-partner arrangements. More and more 

current airline alliances comprise several functional areas and offer high strategic value 

as sources of increased market power (e.g. O’Reilly, 1995: 142-143).

Third, the pace of alliance formation in the airline industry has accelerated in recent 

years (Dev et al., 1996:11; Gallagher, 1997a:26-65; Air Transport Intelligence, 1999) 

and turned the industry into one of the most alliance dominated industries. Cooperation 

has existed between the world airlines since the inception of the industry (Bissessur, 

1996:2), although it has previously covered mainly technical aspects and been primarily 

tactical in nature. At the present, the movement towards a major consolidation is 

underway. Furthermore, it has been argued that with the formation of global groupings, 

the air transport industry is heading towards a situation, where competition will be 

between global alliances rather than individual carriers (Bissessur, 1996:3). In addition 

to the four biggest groupings in the industry (Star Alliance, One World, Wings and 

Qualiflyer/Global Excellence), there were over 350 less extensive cooperative 

agreements between 177 airlines in 1997 (Gallagher, 1997a:26). In 1999, the total 

number of alliances accounted to 513 airline alliances among 204 airlines, with more 

than 50% of actual alliance agreements having been concluded during the past three 

years (Air Transport Intelligence, 1999). Pressure to survive in an increasingly 

competitive environment with limited capital, has led airline carriers, as companies in 

other industries as well, to explore various hybrid organizational arrangements as 

alternatives to the more traditional internal development, merger and acquisition 

approaches.

1.3. Research Question and Objectives
As stated in the beginning, there are considerably less studies concerning service 

industry cooperation than there is research being conducted on manufacturing 

industries. The idea of the subsequent Thesis is first, to briefly examine the multifaceted

1 Market and contracting transactions referring to the definitions of Ring and Van de Ven, 1992: 485-487
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concept of cooperation in a general level primarily emphasizing the network perspective 

on cooperation; and second, use the airline industry as an illustrating industry context. 

The influence of a series of considerable changes, most significantly the deregulation 

process of the US and European aviation industry, into the competitive situation and the 

consequent reaction of single airline carrier companies e.g. due to alliance formation 

will be the starting point of the analysis. The nature of cooperation and the factors 

determining the perceived role of an airline carrier will be primary areas of interest. 

Role in this context refers to the organization’s perception of itself as a network 

member. In the analysis of identity an additional perspective of organizational 

sensemaking will be briefly introduced and partly applied to this particular context.

The research question of the study can be formulated as follows:

What kind of factors have an influence on role creation in current airline alliance 

networks?
As a consequence, the objective of the study will be content to identifying some of the 

most important factors influencing role definition and settlement of individual airline 

companies in alliance networks, i.e. the creation of network identity in an alliance 

network.

The focus of the study is content to two levels. Firstly, cooperation is analyzed at a 

general conceptual level, based on selected perspectives on cooperation and 

competition, alliance formation, inter-organizational relationships and networks. Special 

emphasis is put on issues affecting role creation process within alliance network 

contexts. Secondly, airline industry specific cooperation is analyzed at the industry 

level. The industry level discussion begins with a brief conceptual introduction that is 

followed by an empirical study on the Finnish national airline company as an 

international airline alliance member. Here again, the study will focus on the identifying 

factors that have an influence on role creation.
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1.4. Definitions and Limitations
This study will begin with a discussion on cooperation at a general conceptual level. It 

will however, only focus on IORs, which do not contain equity investments, or a 

creation of a separate organizational entity. IORs in this particular study refer to certain 

forms of alliances and networks, that following Gulati’s definition (1998), can be 

considered as voluntary arrangements between several firms which agree on exchange, 

sharing and co-development of products, technologies or services. Some differences to 

IORs, alliances and networks will be identified later on, although if not other defined, 

the terms are mainly used as synonyms.

At the industry level analysis, cooperation is viewed from the network perspective, 

which is according to this study the most appropriate approach for airline industry 

alliances. As a consequence, the network perspective is analyzed in more detail. The 

business relationship model of Håkansson and Snehota (1995), to be presented in 

section 2.4., is chosen to be one of the most essential building blocks for the conceptual 

analysis, as it provides multiple dimensions of analysis. For this study, the dimension of 

inter-organizational (network) and intra-organizational (role) level effects are important. 

Although the effects of the different dimension may be difficult to separate in the 

empirical analysis as they typically are complex, ambiguous and intertwined; this 

analytical separation is meaningful for conceptual understanding. The effects model of 

Håkansson and Snehota (1995) for relationship development was, however, originally 

created for the analysis of dyadic business relationships within an equal-partner network 

context. In this study, the model is applied as a basis for the airline industry alliances, 

where the relationships may not necessarily be dyadic ones, i.e. between two 

organizations, but typically between several partner companies. Furthermore, the 

cooperative relationships within airline alliances are not necessarily truly multilateral 

(cooperation is not equally deep and/ or diverse between all the partners in the net), nor 

symmetrical (differences in the power balance). Nevertheless, when an airline carrier 

joins an alliance network, the resulting multi-partner relationships have both firm 

specific and network level effects. As a consequence, most of the important elements of 

a dyadic relationship are applicable also at the airline industry multi-partner context.
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The sensemaking perspective in this study will not be analyzed in much of detail in this 

study as it only functions as an illustration into the complex processes of identity 

creation. As a result, the sensemaking perspective is only introduced within the 

conceptual analysis of the role creation process; and applied in the analysis of airline 

alliances only for restricted parts. The same limitations apply to the brief introductions 

to the organizational identity concept, and the issues on partner selection during alliance 

formation.

The air transport industry by definition comprises all business enterprises, which are 

exclusively or primarily engaged in the transportation of passengers and goods by air on 

scheduled or non-scheduled services. Air traffic on the other hand, can be divided into 

commercial and general aviation, where commercial aviation is considered to include 

passenger travel, air freight, air courier and mail services; general aviation being content 

to private use of planes and air taxi services. (Air Transport, Panorama 1998) This study 

will only focus on a special sector in the air transport industry, namely the airline 

industry. Furthermore, the airline industry in this context only comprises commercial 

aviation and the transportation of passengers. The transportation of goods, cargo, is not 

within the scope of focus that will be content to scheduled international passenger 

traffic.

There are many forms of cooperation in the current airline industry. Although most of 

the airline alliances are less complicated arrangements between two partners, this study 

will focus on strategic multi-partner marketing alliances between individual airline 

companies, with an emphasis on the currently evolving big, global reaching airline 

blocks. Furthermore, the scope of the study will only include selected forms of 

operational and marketing cooperation between member airlines. As a consequence, 

certain forms of commonly used technical cooperation, such as leasing of aircraft and 

aircraft equipment are neglected in this study, in addition to the great variety of 

strategically important forms of inter-industrial connections and relationships between 

airlines and other organizations in the air transport value chain.
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The empirical part of the study will illustrate a case of a single airline company. The 

creation of role will be analyzed mainly from the perspective of the case company’s 
marketing division. This limitation can be justified by the fact that the current airline 

industry alliances primarily base on voluntary marketing cooperation, and consequently, 

coordination and integration of marketing activities and resources constitutes an 

important part of cooperation. Additionally, as a consequence of the author having 

worked within the marketing division of the company, access to those departments was 

considerably easier than to the other divisions of the company (i.e. flight operations and 

technical division).

1.5. Methodologies and Approaches
This study is primarily a conceptual analysis, although it does illustrate an empirical 

case analysis on a single airline carrier which has recently joined a global alliance 

network. The purpose of the empirical illustration is to test and examine the theoretical 

framework of the study, i.e. the hypothesis and conclusions created on the basis of a 

conceptual analysis, in a real life setting. The limited use of only one single case 

company as an illustration can be justified by the fact that the study does not aim at 

major generalizations on theoretical conclusions, but only tries to outline some 

important variables for further inquiry. Additionally, as the role creation process always 

is a rather unique a context specific process, the generalizeability of such results should 

probably receive special attention anyhow.

The type of the study as a whole could be characterized as explorative, as it discusses a 

contemporary event from a perspective that has not been applied to previous research in 

the field. The research process begins with a conceptual analysis on the current situation 

in the airline industry, that is followed by an empirical analysis on the case of a single 

company. As a result, the study has multiple units of analysis, i.e. the point of focus 

varies from the general analysis on airline industry cooperation to a single company 

level. The company level unit of analysis comprises the Finnish national airline 

company, Finnair, as an international alliance member. The case company was chosen 

as a result of the convenient location of the company (Helsinki, Finland), and more
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importantly, as a consequence of the author having personal work experience at the case 

company. Consequently, the empirical analysis will partly base on personal experiences, 

intra-company data bases and training programs, where the author has had access to due 

to having worked for the company. However, the most important data source for the 

study is content to a series of personal interviews with management level employees 

and some former colleagues. Unfortunately, the author is not allowed to fully exploit the 

interviews because of juridical restrictions due to the sensitivity of these issues to the 

case company. As a consequence, the interviews had to be conducted at a very general 

level. Additionally, all data deduced from the interviews had to be confirmed by 

secondary data sources which contain e.g. press conference material, company records, 

internal newspapers, and other forms of open publications. The narrowed scope of focus 

onto the perspective of the marketing division will be justified due to the limited time 

and financial resources of a Master’s level study; and the restricted access into the 

company.

1.6. Structure of the Study
The theoretical analysis of the Thesis contains three main areas of emphasis: 1) the 

concept of cooperation, 2) the inter-organizational network construction, and 3) the 

linkage between organizational identity and identity as a network member (role in the 

net). Additional areas of importance include the preliminary identification of the role 

creation process with respect to alliance formation. This conceptual part covers the first 

two chapters.

In the third chapter, the focus will be shifted onto the airline industry by presenting a 

brief analysis of the industry conditions and some airline specific motives for IOR 

(alliance) formation. Airline alliances are now treated as inter-organizational networks 

and analyzed on the basis of previous research. Additionally, the study tries to identify 

some potential factors affecting the role creation process in airline industry alliances. 

The third chapter will then conclude the theoretical analysis.
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In chapter four, the frameworks and the methodological choices of the study are 

presented to the reader. Additionally, the validity and reliability of the data are 

considered.

The empirical part of the study discussed in chapters five and six, finally focuses on the 

case of a single airline carrier. The aim is to test the variables identified as having an 

effect on role definition and role settlement in a real life context, i.e. how the case 

company employees define and perceive their role in the alliance network. The structure 

of the analysis will follow the study’s general frameworks created during the conceptual 

discussion and presented in the chapter four. The findings of the empirical research will 

be discussed in chapter five and then linked back to previous research with some final 

conclusions presented in the chapter six. At the very end, some suggestions for future 

research will be brought up.

2. Cooperation and Inter-Organizational Relationships

This chapter concentrates on different perspectives on cooperation. It begins with short 

definitions to cooperative and competitive strategies. Additionally, some differing 

perspectives on cooperation are briefly introduced to the reader in order to shed some 

light for the multifaceted nature of cooperation, and why some organizations would 

prefer cooperative strategies over competitive strategies. The analysis then continues 

with a brief discussion of some general motives for IOR formation, and some 

classifications for categorizing them. IOR’s are then viewed as inter-organizational 

networks by introducing some alternating definitions to network constructions. After 

that, alliance formation is shortly illustrated as a process with a few key elements for the 

analysis of role creation, i.e. the sensemaking perspective, partner selection criteria and 

identity construction. Finally, the individual ingredients are drawn together and 

presented as a role creation process within an alliance network.
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2.1. Different Perspectives on Cooperation
Cooperation is a multifaceted concept. In business contexts, it could be defined as 

similar or complementary coordinated activities performed by firms in a business 

relationship to produce superior mutual outcomes or singular outcomes with expected 

reciprocity over time (Andersson and Narus, 1990). Competition, on the other hand, is 

closely related to cooperative decisions, that is whether an organization chooses to 

cooperate with other parties in the economic environment. Competition here refers to 

the industry level competition and its relation to cooperation will be further illustrated in 

the following paragraphs.

According to Child and Faulkner, (1998:1) a cooperative strategy is the attempt by 

organizations to realize their objectives through cooperation with other organizations, 

rather than in competition with them. It focuses on the benefits of that can be gained 

through cooperation and how to manage the cooperation so as to realize them. A 

cooperative strategy can offer significant advantages for companies which are lacking 

particular competencies or resources, and secure access to these assets or skills through 

links with others. Cooperation may also offer easier access to new markets and/ or 

opportunities for mutual synergy and learning. Cooperation will be further discussed in 

the following section 2.2.

Competitive strategy, on the other hand, is concerned with the question of how the firm 

can gain advantage over its competitors. There are two board traditions within thinking 

about competitive strategy. The first emphasizes how superior profits can derive from 

the structure of the industry in which a firm is located, and from the pursuit of the 

generic strategies - cost leadership, differentiation and focus - in ways which suit the 

industry and creates the company a competitive situation against the competitive forces 

in the industry level (see e.g. Porter, 1980). The second tradition draws attention inside 

the company, to the competitive advantage that can be gained from a firm’s unique 

competencies and resources, which combine to deliver value added products and 

services, that are difficult to imitate and acquire (see e.g. Porter, 1985; or, Hamel and 

Prahalad, 1994). A strategy of cooperation, with one or more other firms, can be a
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counterpart to the pursuit of competitive advantage in the ways identified by both of the 

traditions of thinking about competitive strategy. (Child and Faulkner, 1998:1)

There are various approaches and theoretical frameworks for analyzing cooperative 

behavior of business organizations, although a comprehensive, universally accepted 

does not exist. There is a spectrum of concepts - concepts variously known as 

cooperation, collaboration, partnership etc. - and a diversity of fields of applications. A 

broad understanding of the nature of cooperative behavior may require a combination of 

aspects from several main perspectives. Different insights can be drawn from e.g. 

economics, game theory, strategic management theory and organization theory (Child 

and Faulkner, 1998:2), from which the ideas of market power theory, transaction cost 

economics and resource dependency might be the most applied ones. Some selected 

frameworks will be shortly discussed in order to shed some light to the complex 

phenomenon of inter-organizational cooperation.

2.1.1. Economics

According to Child and Faulkner (1998:17), there are four main perspectives in 

economics, that contribute to the understanding of cooperative strategy, namely market 

power theory, transaction cost economics, agency theory and increasing-returns theory. 

The basic ideas of the former three approaches will be very briefly discussed in the 

following paragraphs. The increasing-returns theory will be neglected in this context, 

since the author feels that a discussion on this additional perspective would not 

considerably facilitate understanding of airline industry cooperation and role creation 

within airline alliances, the primary area of focus of this study.

The Market Power Theory (MPT) emphasizes the importance of competitive 

positions and is concerned with the ways in which organizations can improve their 

competitive success by securing stronger positions in their markets. Porter’s (1980) 

ideas, that the relative position which firms occupy within their industry’s structure 

determines the generic strategies which are the most viable and profitable for them, 

corresponds to the MPT. A cooperative strategy may offer a mutually advantageous
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opportunity for collaborating firms to modify the position which they occupy within 

their industry, and consequently, increase market power. MPT does not, however, take 

into account, that cooperative strategies evolve over time. The trust that may engender 

between the partners may progressively offset any inclination to dispense with the 

alliance. (Child and Faulkner, 1998:17-19)

Transaction Cost Economics (TCE) views alliances as potentially cost reducing 

methods for organizing international business transactions. The basic proposition of the 

TCE is that the properties of transaction determine the governance structure and the 

institutional arrangements of firms. Transaction costs are those which are incurred in 

arranging, managing and monitoring transactions across markets. TCE regards the basic 

choice in organizing economic transactions as being between effecting these through 

market exchanges and internalizing them within a single firm, where they are governed 

by hierarchical relationships embedded in organization structures (Child and Faulkner, 

1998:20). TCE provisionally identifies three key elements on which the properties of 

transaction differ: asset specificity (the degree to which assets are dedicated to 

transacting with a particular economic partner), uncertainty (ambiguity in transaction 

definition and performance), and infrequency (transactions that are rarely taken) (Sheth 

and Parvatiyar, 1995:176). The fundamental question for the managers is, when to use 

open market operations, rely to their own organizations or use a mixed mode of 

relationship. In answering this question, the managers will be assumed to rely only on 

efficiency considerations, that is, to select the least costly alternative. The approach has, 

however, some major shortcomings. The TCE approach treats each transaction as a 

discrete independent event, and consequently, neglects the dynamics of relationship 

transformation and trust due to repeated transactions (see e.g. Doz and Prahalad, 1991; 

Gulati, 1998). The transaction cost theory has also been criticized for basing only on 

efficiency driven motivations in the choice of governance forms. (Ring and Van de Ven, 

1992:484) All in all, TCE ignores the possibility of a social structure resulting from 

repeated cooperative relationships and the anticipated utility from the relationship ties, 

which motivates continuity and good behavior due to mutual interests.
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The primary concern of the agency theory is the optimal incentive structure, that will 

help to avoid efficiency losses, given the conflicting interests of a principal and an agent 

(Fama and Jensen, 1983). Since the agency theory presupposes a conflict of interests 

among interacting parties, it does not provide an appropriate perspective for the 

formation of business alliances or business networks. Conflict of interests is not the 

basis for business alliances, although conflict may exist or result in specific alliances. 

(Sheth and Parvatiyar, 1995:175) The implications of agency theory for cooperative 

strategy concern the question of appropriate monitoring. The cooperative partnership 

can be though as agent-principal relationship, where the each partner becomes as an 

agent of the other(s), and may engage in self-seeking opportunistic behavior at the 

expense of the other. (Child and Faulkner, 1998: 23-24)

2.1.2. Game Theory

Game theory is concerned with the prediction of outcomes from “games” which are 

social situations involving two or more actors, “players”, whose interests are 

interconnected or independent. The types of game that can be played vary in 

complexity, and the strategies adopted by the players effect the outcome of the game. 

Two-person games are the most elementary, and can serve to highlight the dilemma 

which may attend to the choice between a competitive and a cooperative strategy. 

Probably on of the most well-known example of the two-person games is the 

“Prisoner’s dilemma”-game. In its simplest form the game involves two players, A and 

B, who can either cooperate or not cooperate with each other. If A and В cooperate with 

each other, they have a greater payoff than if neither would cooperate. However, if one 

does not cooperate, while the other does, then the non-cooperative player receives the 

highest possible payoff, while the cooperative player loses out. The only equilibrium is 

if each player does not cooperate.

As a conceptual framework for the analysis of alliances, the prisoner’s dilemma is 

limited to particular types of situations as it does not take into account that the reason 

alliances are formed at all, is that most participants expect to better payoffs due to 

cooperation than they would without the alliance. The conceptual framework gets more
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complicated if firms engage in a series of alliances over time. In repeated situations an 

equilibrium may arise if firms are able to sustain mutual cooperation by threatening to 

punish the rival by not cooperating in the future if the latter does not cooperate now. 

Experimental game theory confirms that such “tit-for-tat” strategies outperform the 

strategy of not cooperating in every episode of a prisoner’s dilemma. A mechanism 

such as building a reputation might be used to facilitate cooperative behavior. In other 

words, iterated games suggest that the probability of cooperation evolves when the 

players have the possibility to repeat the game. Cooperation may also be improved by 

providing mutual hostages and then progressively reinforced by the benefits it is seen to 

provide. An application of game theory approach to alliances was made e.g. by Gulati 

et. al. (1994) that suggested that allying companies expect to benefit from the alliance 

itself, i.e. even if neither will cooperate, the partners still expect to get better payoffs 

that they would without the alliance. Furthermore, according to Gulati et. al. (1994), the 

use of unilateral commitments (i.e. the use of sequential, irreversible commitments or 

the commitment to sacrifice something in the event that a less desirable outcome 

emerges) may be sufficient to prevent opportunistic behavior and non-cooperation. As a 

consequence, the optimal joint score can be achieved only through genuine trusting 

cooperation. (Child and Faulkner, 1998:26-31)

Game theory can make a valuable contribution to the analysis of cooperative behavior 

by pointing to situations in which cooperation may be rewarding and under which it 

may be undermined. It does, however, rely on a number of simplifying assumptions 

which make it more like an analytical tool for assessing the likely consequences in 

situations, where the benefits of one player depend on the what the other players do, 

than a technique to be applied to reality as such. Similarly with the transaction cost 

theory, the game theory also neglects the implications of relationship formation.

2.1.3. Strategic Management Theory
According to The Strategic Management Theory (SMT), firms enter into cooperative 

relations in order to attain growth and market power, as well as to secure efficiencies of 

the kind identified by TCE. Strategic management literature contains a number of
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themes that are relevant to cooperation and cooperative strategy. These comprise e.g. 

the motives for forming IORs, the selection of partners and the need for integration 

between partner cultures and partner systems. SMT draws attention to the external, 

internal and contextual factors which encourage cooperative strategy (over competitive 

strategy). The perspective on cooperative strategy offered by SMT additionally 

emphasizes the need for prospective partners to achieve a fit between their respective 

strategies, so that an alliance between them makes a positive contribution to the 

attainment of each party’s objectives. (Child and Faulkner, 1998:31-34; Powell, 

1992:119-120; Hamel and Prahalad, 1989).

Much of the emphasis within SMT has focused on the motives for forming IORs, which 

simultaneously serve as the objectives to be reached via cooperation. Contractor and 

Lorrange (1988:9) as an example, identify seven “more or less overlapping” objectives 

for the formation of various types of cooperative arrangements: 1) risk reduction, 2) 

achievement of economies of scale/scope/rationalization, 3) technology exchanges, 4) 

co-opting or blocking competition, 5) overcoming government-mandated trade or 

investment barriers, 6) facilitating initial international expansion of inexperienced firms, 

and 7) vertical quasi-integration advantages of linking the complementary contributions 

of the partners in a value chain. Selected issues of SMT theory comply with the network 

perspective applied in this study as well; and the study will revert to the topic of alliance 

motives following section 2.2. with a further discussion of some general motives for 

alliance formation.

2.1.4. Organization Theory
Also the organization theory embraces a range of perspectives, which offer insights to 

cooperation and cooperative strategy. The organization theory emphasizes the issues of 

resource provision and scarcity (resource-dependency theory), the appropriate 

organization of IORs and the importance of trust within cooperative relationships are 

briefly introduced. These aspects will be briefly discussed in the following paragraphs. 

As a consequence of their primary importance for the study, selected issues on the
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organization theory will be further analyzed in section 2.4. concerning business 

networks.

The resource-dependence perspective (Pfeffer and Salancik,1978), is anchored on two 

themes: that organizations are the primary social actors, and that the IORs can be 

understood as a product of dependence and constraint. It hypothesizes that IORs are 

formed to reduce dependence on external resources. Resource scarcity prompts 

organizations to engage in IORs in an attempt to exert power, influence or control over 

other organizations that possess the required resources. Resource scarcity may, 

however, also encourage cooperation rather than competition, so giving rise to 

relationships based on mutual support rather than domination An organization’s 

vulnerability to inter-organizational influence is partly determined by the extent to 

which the organization is dependent on certain types of exchange for its operation. 

There are two dimensions of importance of a resource exchange, namely the relative 

magnitude of the exchange and the criticality of the resource. The second major 

determinant of dependence is the extent of discretion over the allocation and use of a 

resource possessed by another social actor (organization). (Pfeffer and Salancik, 1978: 

46-49)

According to the resource dependency perspective, cooperation and the linkages 

between the actors are defined according to apprehensions regarding intent (trust) of 

each party. If the organizations were certain about other actor’s actions and intentions, 

and consequently, trusted each other, the concern for control or internalization of 

interdependencies would be minimal. (Sheth and Parvatiyar, 1995:176) Additionally, it 

has been suggested that the necessity for complementary resources is the key driver for 

inter-organizational cooperation (Richardson, 1972).

Consistent with the attention of resource-dependency is the resource-based view of 

recent thinking which emphasizes the competitive importance of a firm possessing a 

portfolio of core competencies and value-creating disciplines (Hamel and Prahalad, 

1994). According to this view, the lack of critical competencies not readily or
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sufficiently rapidly available by internal development, may be a strong reason for 

organizations to collaborate. (Child and Faulkner, 1998:35)

The organization of the IOR’s, the selection of an appropriate formal design, is of 

critical importance for the managers of IORs. It deals with the question of how to best 

organize the entities. The conventional assumptions of organization theorists have 

emphasized the two polar forms of transaction governance; the market based discrete 

contracts and the ownership based hierarchies (Ring and Van de Ven, 1992:485). 

Between these alternatives is, however, a multiplicity of “hybrid” organizational forms, 

the variety of which makes them particularly difficult to analyze (Borys and Jemison, 

1989). The structuring of cooperative relationships has, however, received considerable 

attention among contemporary strategic management and organization theorists (e.g. 

Parkhe, 1993; Ring and Van de Ven, 1992; Hagedom and Namia, 1996). For example 

the contingency and configuration theorists have asserted a connection between 

organizational alignments and performance, i.e. that successful performance is the result 

of a proper alignment of endogenous design variables (such as organizational structure) 

with endogenous context variables (such environmental uncertainty). (Lawrence and 

Lorsch, 1967; Powell, 1992) Selected issues on the organization of IORs will be further 

discussed in the following section 2.2. with the analysis of differing forms of business 

alliances, and later with the analysis of network constructions in section 2.3.

Trust is the last primary element of organization theory to be discussed in this context. 

Cooperation between organizations creates mutual dependence between them and 

requires trust in order to succeed. Although there are many definitions of tmst, they 

generally emphasize the willingness of one party to relate with an other in the belief that 

the actions of others will be rather beneficial than detrimental to the first party, even 

though this can not be guaranteed. In other words, tmst in business cooperation requires 

sufficient confidence from one business enterprise to a potential partner, to be willing to 

commit valuable resources to mutual business transactions despite the fact that there is a 

risk of the partner behaving opportunistic and taking advantage of this commitment. 

(Child and Faulkner, 1998:45) The partners have to calculate that under conditions of
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limited knowledge, the potential benefits of cooperation outweigh the risks of the 

partners reneging their commitments (Child and Faulkner, 1998:62).

Trust is a concept that evolves over time. The partners develop trust through the 

repeated experience of working together, making joint decisions and other contracts 

which generate familiarity and bonding. In situations of new partnerships, uncertainty 

about the potential partners’ motives and a lack of detailed experience requires that a 

basis for trust can be found in order to get cooperation under way in the first place. In 

such situations, trust can build on general reputation, mutual interests, and/ or to the 

necessity of cooperation in order to survive in the industry in the first place. (Child and 

Faulkner, 1998:61; Thorelli,1986:41) Through ongoing interactions firms can then learn 

about each other and create mutual understanding about shared utility due to 

cooperation which motivates good behavior. Each partner’s awareness that the others 

have also much to loose from behaving opportunistically, such as loss of interaction and 

loss of reputation, enhances mutual confidence and familiarity. As familiarity breeds 

trust it enables firms to progressively use less hierarchical governance structures in 

organizing new alliances (Gulati, 1998:303) A closely related concept to trust is the 

partners commitment to the relationship. Trust and commitment are primarily essential 

components to this study, and will thus be brought up within different contexts later on 

during the study.

To summarize, the above presented perspectives on cooperation form the primary basis 

for the understanding of why organization choose to form different types of IORs. 

Selected aspects from every perspective on cooperation are also applicable for airline 

industry alliances as well, the primary are of focus of this study. For example, access to 

and control over critical resources such as hub dominance and slot access may be 

essential drivers for cooperation. Furthermore, airline companies too have had to pay 

attention to external, internal and contextual factors in order to survive in the highly 

competitive and turbulent environment. Or, as the regulatory environment of the current 

airline industry still restrict the competition due to cooperation, the airline companies 

have had to find new solutions for the organization of cooperative arrangements, such as 

the various forms of “hybrids”. These examples illustrate justifications for the
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application of the above mentioned traditional views on cooperation to the airline 

industry as well.

It has to be noted, however, that non of the traditional perspectives introduced above is 

comprehensive enough for an appropriate or satisfying description of airline industry 

alliances. These general theories (or perspectives on cooperation) most appropriately 

illustrate the varying motives and drivers for cooperation and resulting forms of 

cooperative operation modes. Consequently, it can be stated that the theories also 

exemplify general motives for airline industry alliances. This study argues, however, 

that there is a more appropriate perspective for the analysis of airline industry alliances, 

namely the network perspective. In this study, treatment of airline alliances as inter- 

organizational networks is argued to be the most appropriate view for the analysis of 

airline industry cooperation as it provides means to analyze the effects of the 

cooperative IORs at different levels, i.e. both intra-organizationally and inter- 

organizationally. Both dimensions are considered as relevant for the analysis of role 

creation as a network member. Further justifications for these arguments will come up 

later on during the study. The following section will, however, first focus on some 

additional motives for IOR formation.

2.2. General Motives for Inter-Organizational Relationships
There are several motives or forces that can be identified for the ever increasing 

applications of various cooperative modes. Some basic motives can be sought from the 

above discussed theories, such as the need for external resources, the possibility to 

lower transaction costs, an improved strategic position or an opportunity for 

organizational learning. Alternatively, the formation of IOR’s can be partly explained 

subject to the industrial and economic changes in the Western world, i.e. globalization 

of businesses, deregulation of previously regulated industries, privatization, industry 

consolidations and the varying technical developments. Many scholars have, however, 

developed separate models for the motives and contexts for IOR formation. In the 

following paragraphs, a few of them are presented.
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One way of classifying different motives for cooperation is to divide them as a reaction 

to external and internal challenges (Child and Faulkner, 1998:69). From an economic 

perspective, the main argument for alliances is that they ate usually formed as result of 

an external stimulus or change in environmental conditions to which the companies 

respond. Furthermore, they have a perception of internal corporate need that they feel is 

best met by seeking a relationship with an other corporation in order to maintain 

competitive advantage. Child and Faulkner (1998:71-80), as an example, identify some 

of the most important internal and external driving forces for alliance formation in the 

1990’s. As the external drivers they suggest: 1) the turbulence in the world markets and 

high economic uncertainty, 2) the existence of economics of scale and/or scope as 

competitive cost-reducing agents, 3) the globalization of a growing number of 

industries, 4) the globalization of technology, 5) fast technological changes leading to 

ever increasing investment requirements, and 6) shortening product life cycles. As to 

the reasons for concluding strategic alliances from the perspective of internal stimuli, 

the authors enumerate: 1) resource dependency, 2) learning, 3) risk limitation, 4) speed 

to market, 5) cost minimization, and 6) current poor performance. In the illustrating 

industry context of the international airline industry, alliances can also be viewed to be 

emerging as a consequence of increasing external and internal challenges. The 

liberalization of the industry conditions, and consequently increased global competition 

have resulted in growing turbulence in an airline carrier’s operation environment. As an 

internal stimuli an airline company may face e.g. current poor performance, an 

alternative for cost minimization, or the need to control the environment and reduce 

risks.

An other grouping for the motives is suggested by Dev et al. (1997). They only list two 

generally accepted motives for cooperative alliance formation, namely efficiency and 

effectiveness. Efficiency objectives of an organization involve exploitation of cost 

reduction opportunities by forming alliances with other companies that have 

complementary expertise. Complementarity may be conceptualized in two ways; either 

by bridging gaps in product-market coverage (e.g. in the airline industry example: two 

individual airlines), or by bundling complementary products and services (e.g. an airline
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and a travel agency). The effectiveness objectives, in turn, comprise market-based 

motivations to increase market share and size. (Dev et al., 1996: 2-3)

A third categorization presented in this study has been made by Oliver (1990). She has 

studied the reasons and conditions for IOR formation in a general level, and identifies 

six critical contingencies of relationship formation that represent causes to prompt or 

motivate IOR formation. IOR’s in her study are defined as relatively enduring 

transactions, flows or linkages which occur among or between an organization and one 

or more organizations in its environment. Oliver’s finding are widely generalizable, and 

are chosen here as examples as a consequence of their compatibility to the airline 

industry specific motives for alliance formation. Although the airline alliances usually 

represent a more close and comprehensive types of cooperation, than the IOR’s by the 

definition, these determinants can also be identified to prompt alliance formation in the 

airline industry context. According to her, each of the six determinants represents a 

separate and sufficient cause of relationship formation, but the contingencies may also 

interact or occur concurrently. The determinants include: 1) necessity, a linkage to meet 

the necessary legal or regulatory requirements; 2) asymmetry, an IOR prompted by the 

potential to exercise power or control over an other organization or its resources; 3) 

reciprocity, motives of cooperation, collaboration, and coordination in order to create 

reciprocal benefits; 4) efficiency, an organization’s attempt to improve its input/ output 

ratio; 5) stability, a coping strategy to forestall, forecast or achieve stability in relations 

with others, especially in situations of environmental uncertainty, and 6) legitimacy, the 

enhancement of organizational legitimacy in order to demonstrate or improve the 

reputation, image, prestige or congruence with the institutional environment. (Oliver, 

1990: 242-246)

As stated before, the above presented categorizations illustrate are rather general and 

widely applicable motives for IOR formation. They are nevertheless, also applicable in 

the airline industry context. Airline carriers have recently been forced to react to 

changes in the external environment (e.g. deregulation and industry congestion), 

emphasize efficiency and effectiveness (e.g. due to increased global competition, new 

competitors and over-capacity), and/ or consider the conditions of necessity,
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asymmetry, reciprocity, efficiency, stability and legitimacy to form cooperative 

relationships with other airline carriers.

2.3. Different Forms of Cooperation
Cooperation can take various organizational forms and operational modes. When 

considering the two extreme forms for an organization to conclude transactions (open 

markets and hierarchies according to the TCE-framework), there is a spectrum 

alternatives with ascending interdependence for organizing cooperative IORs. 

Interdependence is however, by far not the only dimension for categorizing IORs. As a 

consequence of the study’s focused domain to non-equity modes of cooperation, several 

possible forms of organizational alignments will not be analyzed in this context. A few 

typologies will, however, be shortly presented as an example of classifying (non-equity) 

alliances.

Sheth and Parvatiyar (1995:180-185) see business alliances as a function of purpose and 

parties. Purpose can represent either strategic or tactical motives or objectives to be 

achieved. Parties on the other hand, can be classified to competitors and non

competitors. If an alliance is formed among non-competitors (suppliers, customers or 

non-competitive businesses), it is called a co-operative. If a business alliance is formed 

for strategic purposes among competitors it is called a competitive alliance. An alliance 

between competitors in order to exploit operational efficiencies is called a cartel and 

finally, a business alliance between non-competitors for strategic purpose is called a 

collaborative venture. Airline industry alliances would, according to this model, 

comprise both competitive alliances and cartels.
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Figure 2.1. Business Alliances as a Function of Purpose and Parties
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Liedtka (1998:47) also categorizes collaborative opportunities along two dimensions, 

namely Organizational (within or between firms) and Value Chain (the delivery of 

products and services to customers either sequentially or simultaneously). Sequential 

partnering between firms refers to the often applied partnering with suppliers and 

distributors. Sequential partnering within firms will be manifested in functional 

cooperation. Adjacent cooperation between firms, on the other hand, refers to horizontal 

cooperation, i.e. partnering with current or potential competitors; as internal adjacent 

cooperation can be found across lines of business within a single firm. Liedtka’s 

classification is an interesting one when applied to airline industry alliances because 

airline industry cooperation typically refers to sequential cooperation, but not to 

cooperation between suppliers and distributors, when considering the most common 

definition to those stakeholder groups. Airline alliances are typically formed between 

potential competitors, although usually not in direct widely overlapping competition 

(mainly between “complementary competitors”). Suppliers and distributors could, 

however, refer to cooperation between airlines that have share traffic feed on a certain 

route, or naturally, when the other party is not an airline company. This kind of 

cooperation between other members of the value chain falls out of the scope of this 

study. The same applies to internal cooperative dimension in Liedtka’s classification.

27



Figure 2.2. Collaborative Opportunities
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Using a somewhat similar classification on cooperative relationships, Dowling et al. 

(1996:156) emphasize the multifaceted nature of cooperation. Their typology is based 

on the one hand, on the Direction of the Relationships, on the other hand, on the Nature 

of Interdependence. When considering the former dimension, an IOR can be formed 

either vertically, between buyers and suppliers; or horizontally, between firms in one 

industry or inter-industrially, across lines of business. The nature of interdependence, in 

turn, can be content to traditional competition (in traditional competitive markets), 

“coopetition” (referring to horizontal multifaceted relationships between cooperating 

competitors), or traditional cooperation (alliances between non-competitors). Applied in 

airline industry alliances, the horizontal multifaceted relationships of airline companies 

refer to typically to “coopetition” between alliance members. The classification of 

Dowling et. al. (1996) is presented in the following page.

Additional typologies to IORs could include e.g. classifications on the basis of 

corporate entity and scope, overlap and complementary, or a functional division of 

alliances.
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Figure 2.3. Multifaceted Cooperative Relationships
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To summarize, cooperation and cooperative IORs can be viewed from many 

perspectives. There is a multiplicity of motives behind cooperative ventures, in addition 

to the various ways for organizing and categorizing them. The following section will 

introduce an additional framework, the network perspective. From now on, the term 

alliance is used to as a synonym for IOR.

2.5. Alliances as Inter-Organizational Business Networks
The terms “strategic network” and “strategic alliance” are often used interchangeably. 

There is however, a distinction between them. Alliances can in some situations be 

viewed from the perspective of networks ( see e.g. Thorelli, 1986; Jarillo, 1988; Richter, 

1994), although a network does not necessarily refer to an alliance. According to 

Johanson and Mattson (1991), an alliance may be concluded only for transaction cost 

reasons, but networks generally exist for reasons stemming from resource-dependency 

theory. In a network construction, the basic idea is that single organizations have close 

but not exclusive interaction and connections to other organizations through an array of 

arrangements which can be considered as links or business relationships. The
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relationships then form a particular network structure that is developed as a result of the 

exchange relationships between the network parties. In other words, a single business 

relationship is not regarded as an isolated entity, but as a context integrated part of a 

larger whole, a network structure of relationships (Håkansson and Snehota, 1995:3).

The network approach as such is very general in nature, but may prove to be useful in 

studying some forms of semi-autonomous (non-equity) multi-partner alliances as it 

concentrates on the one hand, on voluntary cooperative arrangements between partially 

independent and autonomous organizations which on the other hand, have important 

IORs and connections with each other. Although this kind of definition to the network 

approach is widely applicable it may be, nevertheless, rather difficult to conceptualize 

unambiguously. Various IB-scholars have adopted slightly divergent perspectives and 

created descriptive and explanatory models on important aspects in different network 

constructions (e.g. network positions and potential network structures), or definitions 

(e.g. as sets of connected firms, or sets of relationships between firms). There is 

however, no explicit, comprehensive definition about the network concept. In the 

extreme case, the whole entire economy may be viewed as a network of organizations 

with a vast hierarchy of subordinate, criss-crossing networks. Generally, the network 

concept is however, applied into more focused contexts. When studying an alliance 

from the network perspective, the definition of the network boundaries may be not as 

problematic as it typically is within different kinds of network context, because the 

alliance boundaries can usually be thought to represent the network boundaries. Every 

alliance member has, however, additional relationships to the ones with the alliance 

parties, and consequently, could be considered as a part of an other network as well. 

Some important characteristics of the network perspective will be briefly introduced in 

the following paragraphs.

Thorelli (1986) sees networks as something between markets and hierarchies. Firms act 

in a complex environment, where no firm can be completely understood without a 

reference to its relationships with many others. Network constructions can be 

considered to include some important building blocks, such as 1) “nodes” or positions, 

referring to firms, strategic business units or other types of organizations; 2) “links” or

30



relationships that refer to the interaction, exchanges or transactions between the actors 

and 3) the “division of labor” in the network, referring to the domain of 

interdependence, i.e. the quantity (number), quality (intensity), and the type (closeness 

to the core activity of the parties involved). (Thorelli, 1986:38-42)

Anderson et al. (1994), on the other hand, start from dyadic business relationships 

within business network contexts. They characterize a business relationship with respect 

of three essential components: activities, actors and resources. In the network context, a 

relationship has both primary and secondary functions. The primary functions of a 

dyadic relationship correspond to rationale of the relationship: efficiency through inter

linking of activities, leveraging of resources, and mutuality based on self-interest of 

actors. The secondary functions on the other hand, are caused by the existence of 

connections between relationships involving more than two firms. With regard to the 

three components the secondary functions concern: chains of activities within and 

between firms, constellations of resources controlled by more than two firms, and 

shared network perceptions by more than two firms. (Andersson et al., 1994:2-3) The 

thoughts of these authors comply with the business relationship model of Håkansson 

and Snehota (1995) to be introduced after a few paragraphs.

According to Jarillo, (1988:32), a strategic business network can be defined as a long

term, purposeful arrangement among distinct but related organizations that allow the 

firms gain or sustain a competitive advantage vis-a-vis their competitors outside the 

network. As a consequence, the relationships enjoyed by the firms are essential to their 

competitive position and competing is more a matter of positioning the firm in the 

network rather than attacking the environment.

Snow et al. (1992:5) identify three distinct types of network constructions: 1) the 

internal network, referring to a sequential internal market within the firm; 2) the stable 

network, applied e.g. in partial outsourcing to increase flexibility and improve 

performance with a smaller base of permanent employees; and 3) dynamic networks, 

which are composed in order to identify new opportunities with a firms that have 

complementary assets and capabilities.
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Similar to Snow et al. (1992), Child and Faulkner (1998: 120-125) classify networks 

into two categories, the dominated network and the equal-partner network. In a 

dominated network, one organization typically has a dominant position and acts as a 

center for several satellite companies. The flow of communication between the satellite 

companies is limited. In an equal-partner network there is no single partner which sets 

up and controls the network’s activities. It does, however, not necessarily imply that all 

partners have equal power. In all equal-partner networks, power relationships vary and 

shift with the fortunes of the members. The equal-partner network differs from the 

dominated network also in that it is not a substitute organizational form to the integrated 

firm. (Child and Faulkner, 1998: 120-125)

On the basis of the previously presented perspectives, it can be concluded that the 

interdependent relationships among distinct but related parties form the most 

important building blocks in business networks. Relationships in this study refer to the 

external relationships of a particular organization which include more than a standard 

customer-supplier or a company-investor/ stakeholder relationship, but fall short of an 

outright merger or an acquisition. There is, however, more than interdependence in the 

relationships of a networking company. The relationship should include the components 

of mutual orientation, commitment, adaptations, trust-building and social exchange over 

time. The network concept emphasizes autonomy and choice in some dimensions, 

although the parties certainly are not independent on each other (Jarillo, 1988:32; Child 

and Faulkner, 1998:113).

To summarize, there are several views on business networks and network constructions. 

It is, however, the special features of the interacting companies that finally shape the 

form of the network. In the following passages, the business relationship model of 

Håkansson and Snehota (1995) is briefly introduced to the reader. Although the model 

was originally generated for the analysis of dyadic relationships within business 

networks, it can, however, be applied into the analysis of airline alliances as well. In the 

airline industry, the majority of single airline carriers, although heading towards more 

and more comprehensive global alliances, seems to continue as rather autonomous
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organizations. Nevertheless, the airline carrier companies are also forced to adjust to 

new challenges in the internal, organizational level; challenges that are caused by 

changes at the inter-organizational network level. Furthermore, the primary area of 

interest of the study, the role creation process of a network member requires an 

understanding of the effects of the relationships at both levels. In the following 

paragraphs, the business relationship model of Håkansson and Snehota (1995) will be 

shortly introduced as it conceptually separates those dimensions but simultaneously 

illustrates the inter-relatedness of them. The model will not be directly applied to the 

analysis of airline industry alliances, although it forms the basis and the starting point 

for the analysis.

The business relationship model of Håkansson and Snehota (1995) consists of two 

main-dimensions, namely 1) Substance and 2) Functions. In order to analyze the effects 

a relationship has, and is subject to, the functional dimension of the model has been 

further divided into three categories: the functions for the dyadic relationship, the 

functions for the individual companies, and the functions for the third (network) parties. 

In this context, only the two latter ones are considered as relevant; the inter- 

organizational network effects, and the intra-organizational adaptation effects. The 

substance dimension of the business relationship, on the other hand, includes three 

layers of relationship elements; namely activity links, actor bonds and resource ties 

which are all relevant for the focus of this study. The model is presented in figure 2.4. 

on page 36. In the following paragraphs, the three elements of relationship development 

will be further discussed.

Activity Links

Activities relate to what companies do: produce, process information, purchase and sell, 

etc. In a broad context, activities can be defined as a sequence of acts directed towards 

purpose (Håkansson and Snehota, 1995:52). Activities performed and the way they are 
carried out are important determinants of the costs and revenues of a company. As a 

result, activity links are important for a company’s capacity to be effective in exchange 

with others. Developing activity links in a network relationship means that activities
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performed by a company become connected to the activities of others. Linking activities 

together is achieved by mutual adjustments, i.e. adaptations which may lead to changes 

in the actor’s internal activity structures or even to a reallocation of activities between 

the member actors (Håkansson and Snehota, 1995:56). These changes and/or 

reallocations are aimed to increase mutual efficiencies and effectiveness due to 

coordination and integration. Furthermore, the companies’ positions in the overall 

activity pattern has an effect on their roles in the net, depending on how their activities 

fit into those of the others. (Håkannson and Snehota, 1995)

In the airline industry, activities typically refer to the individual airlines’ route 

networks. There may be coordination and integration between other functions 

(activities) as well, nevertheless cooperation within flight operations, the primary core 

of airline business activities, may be the most essential area for coordination, integration 

or even a reallocation of activities.

Resource Ties
In their operations, companies make use of various forms of resources. A combination 

of technical, personal, financial and other resources is always needed in a business 

enterprise. No company alone can provide or posses all the resources needed, and 

consequently, some resources have to be acquired from others. The resource ties in an 

inter-company relationship connect some of the resources of one company to an other 

company’s resource collection. Some of the resources are exchanged and transferred 

between the companies, others are accessed and reciprocally used in other ways. At the 

same time, the products and services of a company may become resources to others. 

Relationships themselves can be considered and used as resources or assets, since they 

can be productive and thus a source of value to the parties. Learning is an additional 

advantage of business relationships, where the involved parties can either learn by 

experimenting, take use of others’ knowledge and experience, or learn jointly over time. 

(Håkannson and Snehota, 1995:138-147)

34



The type and amount of resources that can be mobilized internally or through 

relationships is important for what a company can do and achieve, and consequently, 

how attractive it will be seen by others as a resource provider. It also affects how 

efficient the company will be in the use of the resources, and thus it’s costs. 

Relationships between companies are means to tie together resources and thus organize 

the collection.

In the airline industry, resources may, for example refer to tangibles such as airport 

facilities, global sales offices or hub dominance; or intangible resources such as superior 

management systems or qualified personnel. A company’s control over critical 

resources such as airport slots may considerably increase its attractiveness in the eyes of 

potential partners.

Actor Bonds
In the network perspective, the resource and activity dimensions define actor bonds. 

Every company is not only dependent on its environment, it is integrated (embedded) 

into a context which implies to the activities it performs, to the resources it controls and 

also the individuals who represent the company. Companies and individuals as actors in 

business networks are bounded in their perceptions, knowledge and capabilities and 

therefore different from each other. Bonds arise as two related actors mutually acquire 

meaning in their reciprocal acts and interpretations. (Håkansson and Snehota, 1995:192- 

204)

In the relationship development model of Håkansson and Snehota (1995), the actors are 

considered as companies. According to the them, the establishment of actor bonds is 

content to at least two important processes: the creation of identities in relation to each 

other, and, the formation of trust and commitment. The identity of a network member 

(actor) is the role it has with respect to others, in order to attract interest and resources 
and to elicit action from others. The identity (role) of the actor gives it a meaning in the 

eyes of the others. Changes in actor bonds have both inward and outward effects. They 

have an organizing effect on both how the actor sees the world and itself in the world, as
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well as how the world sees the actor. Furthermore, a company’s position in the overall 

web of bonds affects its perceived identity as well as its character, (ibid)

Actors in the airline industry refer to single airline companies. As organizations, they all 

have their individual identities and images in the eyes of other stakeholders. Role 

creation in this study refers to the actor’s perceived attractiveness or repulsiveness as a 

member of the net. As the process of role creation is the primary area of interest of this 

study it will revert to subject later on.

It can be concluded that joining a business network has effects on two levels. On the 

one hand, the network membership affects a single organization’s internal structure, its 

activity structure, its organizational structure and its collection of resources. On the 

other hand, network membership also affects the actor’s inter-organizational net of 

relationships. The separation of the effects can, however, be somewhat cumbersome in 

real life settings, since the inter-organizational network effects are inter-linked with and 

connected to the intra-organizational effects and changes. It may be however, 

analytically meaningful to separate them in order to simplify the analysis. The 

relationship model of Håkansson and Snehota (1995) illustrates the separation.

Figure 2.4. Development Effects of Business Relationships
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To sum up, the connections that make up relationships, i.e. the actor bonds, the activity 

links and the resource ties, change more or less continuously. Change in a business 

network can be both endogenous of the collective actor (the company) or exogenous of 

the whole system (the network). Activity patterns in the network result from the 

transformation and the provision of resources and consequently, define the input-output 

ratio i.e. efficiency, and the effectiveness of the companies involved. The connection of 

activity links and actor bonds, on the other hand, results in the organization of the 

activities within the network. In other words, it defines how activities are allocated and 

linked among different actors. The scope of activities between actors reflects the roles 

of various actors, that is the division of labor in the net. There are two tendencies in the 

combination of links and bonds. The first is the tendency towards specialization, i.e. 

focusing on certain activities and limiting the scope of activities; the other is the 

tendency towards generalization, i.e. broadening the scope of actors. The availability of 

resources can be considered as a limiting factor what an actor can do. (Håkansson and 

Snehota, 1995:269-280)

The network perspective on IORs as described in this section will be the starting point 

for role creation in this study. In the following section the network approach on 

cooperation and relationship effects will be combined to alliance formation process, role 

creation and the differing roles of single actor organizations in the net.

2.5. Alliance Formation and Role Creation
This chapter will apply the inter-organizational network perspective on role creation, 

and discuss role creation as the construction of network identity as an inter- 

organizational network member. Alliances and networks are here understood as 

synonyms. The section begins with a short illustration to an additional perspective on 
inter-organizational cooperation, namely the sensemaking perspective on inter- 

organizational alliance networks. The sensemaking perspective on IORs as introduced
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e.g. by Weick (1995)1, has traditionally focused on the interpretative processes through 

which the actors socially construct these organizational hybrids. However, the 

interpretative processes will not be the primary area of interest in this study which only 

utilizes the sensemaking perspective as an illustration into the identity creation 

processes of an organization. As a consequence, the sensemaking perspective will only 

be discussed for applicable parts in the study, and may thus appear rather “light” and 

short. The author hopes, nevertheless, that it would exemplify and facilitate 

understanding on role creation and the varying factors affecting role definition and 

settlement within inter-organizational alliance networks.

In the second part of the section, the alliance formation process will be shortly 

introduced to the reader at a general level with a linkage to the importance of 

organizational sensemaking and partner selection. Then, the focus will be shifted on the 

role creation process. Based on the previous discussion on alliances as business 

networks, the role of an actor in the alliance network is argued to reflect its network 

identity, i.e. how it is seen by the other network members with respect to its special 

contribution of expertise into the network. Comparably, the network identity of an actor 

is claimed to reflect and influence its own perception of itself, i.e. its organizational 

identity. At the end of the section, all the main components of alliance formation, 

sensemaking and role creation will be drawn together.

2.5.1. The Sensemaking Perspective on Alliances
The concept of sensemaking literally means making of sense. The sensemaking 

perspective focuses on the investigation of how the actors of an organization interpret 

events, create shared assumptions and understandings, explain discrepancies between 

assumptions and real-life events, construct organizational identity and provide bases for 

meaningful social action. Various scholars on the field have given slightly different 

definitions to these interpretation processes (see e.g. Weick, 1995; Dutton and 

Dukerich, 1991; Goia and Chittipeddi, 1991; Seristö and Vaara, 1999). In organizational

1 Weick (1995) has defined sensemaking to be a) grounded in identity construction b) retrospective 
c)inactive of sensible environments d) social e) ongoing f) focused on and by extracted cues, and g) 
driven by plausibility rather than accuracy
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contexts, the sensemaking perspective can be thought to focus on processes, where the 

organizational actors (actors here referring to the organizations stakeholders, groups or 

individuals) seek understanding of and meaning into specific issues and enact their 

organizational environments (Seristö and Vaara, 1999).

From the sensemaking perspective, organizations are content to two layers: organization 

as real structures (to be made sense of) and as social constructions (the outcomes of 

sensemaking processes). Furthermore, alliances from the sensemaking perspective can 

be seen as organizational hybrids that are continuously being interpreted and 

reinterpreted by the actors involved. Especially when the alliance is being negotiated 

and formed, this new element in organizational life is likely to trigger a need to make 

sense of the new situation. In those situations, organizational sensemaking processes are 

needed particularly to reduce insecurity as to the future state of affairs as they provide 

cognitive and rhetorical means to try to handle the situation. Furthermore, sensemaking 
is also needed to reduce ambiguity. It is important to note that the specific meanings 

given to events and assumptions may be different for actor’s in different settings. A 

shared understanding is necessary, however, to provide a basis for meaningful social 

action in organizations, (ibid.)

A central element of organizational sensemaking processes is the organization’s 

identity. Organizational interpretation processes can be viewed as quests for 

organizational identity, where the actors seek meaning in the inter-organizational 

arrangements and their own identity as members or stakeholders of the organization. 

(Seristö and Vaara, 1999:7-8) The identity construction is usually a very complex 

process where one can analytically distinguish different perspectives. For example, 

national, organizational, professional and unit, role, or gender based considerations are 

relevant when examining organizational interpretations, (ibid.)

In order to be able to analyze the multifaceted, complex and intertwined interpretation 

processes of organizational sensemaking Seristö and Vaara (1999) have analytically 

separated cognitive, affective, political and institutional dimensions of the processes. 
Empirically, the separation of these processes might be difficult because of considerable
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overlap between those processes. This study will not go to the analysis of those 

processes in much of detail, because the purpose of the introduction to the sensemaking 

perspective in this particular study only functions for the exemplification of identity 

construction. Furthermore, a deep analysis of the interpretative processes, typically a 

primary area of focus for the research on organizational sensemaking, will not be 

applied in the empirical study on role creation because of the restricted access into the 

case company. The distinction of Seristö and Vaara (1999) will be, however, briefly 

introduced in the following paragraphs in order to shed some light to the interpretation 

processes within organizational contexts.

Cognitive Processes
From a cognitive perspective, the sensemaking processes can be seen as processes 

through which collective discussions lead to the formation of specific cognitions. The 

cognitive processes are numerous, but especially interesting are the ones concerning 

learning through cooperation. Important in these learning processes is that the learning 

concerning the other side usually involves comparisons, where the characteristics of the 

other side are compared to one’s own characteristics. Concrete differences in 

organizational practices in addition to less concrete issues such as values, norms or 

beliefs are likely to be important topics. The learning processes are closely linked to the 

experiences of cooperation resulting to experiences of success or failure. As an 

example, a successful experience of cooperation leading to more effective operations, 

added value for customers, or other types of synergy are often likely to create specific 

cognitions as to how in practice the organizational cooperation can create positive 

results. This often means understandings of how the organizational practices fit together 

and of the strengths and weaknesses of both or all organizations. Furthermore, the 

cognitive processes are also likely to involve continuous interpretations of relative 

standing between the different parties, such as questions concerning power, dominance, 

control, relative standing, equity or fairness. These components typically also have 

emotional components. (Seristö and Vaara, 1999: 9-10)
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Affective Processes

The sensemaking processes can also be seen as affective processes, that is the 

formulation and representation of emotionally laden meanings often triggered by 

organizational changes. The changes applied by alliance membership may appear 

positive or negative from the perspective of organizational members. As a result, 

positive changes are likely to lead to interpretations that portray the alliance as 

favorable. In turn, if the changes are negative, the result may be interpretations that 

emphasize the problematic features of the alliance. Here again, it is important to notice 

that different actors are likely to experience the changes in different ways and 

consequently attach different meanings to the alliance. Moreover, the emotional 

experiences often lead to clearly expressed cognitions as a result of the sensemaking 

processes. (Seristö and Vaara, 1999:11-12)

Political processes

From the political perspective on the sensemaking processes, essential is a purposeful 

manipulation and use of the promotion of specific organizational or personal interests. 

From this perspective, what meaning is given is a political act. The most legitimate 

manifestation of this is probably the management’s work to justify the decision to form 

an alliance, to gain acceptance and to motivate the employees to work for the alliance. 

Furthermore, it is important to promote the view of the alliance as a means to create 

value for the stockholders. However, the organizational actors are also likely to promote 

specific agendas or their own careers by attaching different kinds of meanings to the 

alliance. (Seristö and Vaara, 1999: 12-13)

Institutionalization Processes
From the perspective of the institutionalization processes, the institutionalization of the 

alliance structure and the associated practices requires the development of commonly 

shared meanings. Additionally, the institutionalization requires an acceptance of the 

rationale of the alliance and the practices associated with it. In these processes, the 

actors usually reinterpret the initial ideas and develop new particular meanings in
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specific contexts. Although these meanings can vary greatly, important is that there is 

sufficient consensus concerning meaningful action. For example, the managers and 

employees, or the members of different organizations do not have to agree upon the 

pros and cons of the alliance, but a shared understanding of concrete actions is needed 

to make the arrangement work. These sensemaking processes may also involve 

stakeholders outside the organizational boundaries. As an example, a crucial issue in an 

airline alliance is whether the customers perceive it as meaningful or see some added 

value in the cooperation arrangements. If this is the case, the alliance probably becomes 

a recognized institutional arrangement the justification and legitimacy of which no 

longer is a subject of debate. (Seristö and Vaara, 1999: 13-14)

To conclude, it is essential for an organization to create a shared understanding of 

organizational change events caused e.g. by a network membership. Organizational 

sensemaking processes provide organizations cognitive and rhetorical means to create 

meaning to the new situation, reduce ambiguity, and seek their “place”, role and identity 

as a member. In these processes, a shared understanding of the meaning and rationale of 

the change event (in this study: alliance membership) is essential in order to facilitate 

mutual commitment due to positive emotions and cognitions, finally leading to the 

legitimization and institutionalization of the alliance structure. When the actors have 

reached a certain consensus and specific meanings have become taken for granted 

elements of organizational life, there is no longer a need for active collective 

sensemaking. In the following paragraphs, alliance formation will be briefly discussed 

with and emphasis on an essential element for the rationale of the alliance formation, 

namely the selection of appropriate partners.

2.5.2. Alliance Formation and the Importance of Partner Selection
In this section, alliance formation will be shortly discussed at a very general level. 

Alliance formation as a process has been content to a variety of research focusing on 

different aspects during the process. One general description to the alliance formation 

process has been made by Lorange and Roos (1992) which divides the process content 

to formation, implementation and evolution. A similar categorization by Achrol et. al.
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(1990) also emphasizes three main stages of alliance development with some main 

points for managerial concern, namely 1) the formation stage, with attention to e.g. the 

confirmation of the strategic rationale, ensuring the strategic fit between selected 

partners and the creation of the alliance; then 2) the operation stage which requires the 

establishment of commitment and trust, gaming implications, as well as power and 

control considerations; and finally, 3) the evolution stage that may require special 

emphasis on changes in strategic objectives, partner development, learning, monitoring 

and divorce procedures. This study will, however, apply an adapted categorization of 

Forrest (1992) which divides alliance formation to consist of pre-alliance matching and 

negotiating, alliance agreement and alliance implementation. Nevertheless, the study 

will neither focus onto the alliance formation process as such, nor profoundly analyze 

the different stages of alliance formation. Alliance formation is only discussed as an 

illustration to the role creation process with reference to sensemaking, i.e. the rationale 

for the alliance; and the importance of it for role creation. The subsequent figure 2.5. 

illustrates alliance formation process and draws together some essential elements for 

effective alliance management based on the study on managerial aspects of strategic 

partnering by Forrest (1992). The study was chosen because of its applicability to the 

airline industry alliances to be further discussed in succeeding chapter three.

Figure 2.5. Alliance Formation Process
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The findings of Forrest’s (1992) study base on a research which was conducted on small 

dedicated biotechnology companies in North America. The author feels, however, that 

the findings are content to such a general level that they can be partly applied into the 

airline industry alliances as well. It is hypothesized in this study that airline alliance 

formation typically contains a pre-alliance matching and negotiating phase, an alliance 

agreement stage and a final implementation of the alliance. Furthermore, this study will 

assume that during pre-alliance matching and negotiating a good fit between the 

partners is essential for successful role creation and alliance implementation. In the 

establishment of that kind of mutually beneficial fit, the potential alliance partners 

probably focus on that kind of criteria listed in figure 2.5., such as the possibilities for 

mutual goals and potential synergies due to cooperation, the potential costs due to 

interdependence and cooperation, the match between long term strategies and 

development of trust between the partners. These factors can also be understood to refer 

to the sensemaking, i.e. the rationale of the alliance in the first place. During alliance 

agreement, the candidates will then supposedly emphasize the definition of duties and 

management, as well as resource allocation and the determination of objectives. This 

study will presume that the assessment of that kind of criteria will refer to factors 

affecting role creation. In the following paragraphs, the importance of appropriate 

partner selection will be further discussed.

Finding the most suitable partners for alliances and networks is an additional, individual 

area of research that has been studied by several scholars, both conceptually as well as 

empirically (see e.g. Harrigan, 1988; Hamel and Prahalad, 1989; Geringer, 1991; 

Forrest, 1992; Faulkner, 1995; Brouthers et. al., 1995). This study will, however, not go 

into previous research in much of detail, as it will only discuss the importance of partner 

selection with regard to the sensemaking of the alliances. In other words, partner 

selection is argued to be important for the creation of a shared understanding on the 

rationale of the alliance, and one seifs place and role with respect to other members. 

The following paragraphs will, nevertheless, discuss a few issues on past research.
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A rather large amount of previous research concerning partner selection criteria seems 

to be due to joint ventures (for a preview see e.g. Geringer, 1991). Prior research has 

suggested that the choice of a particular partner is an important variable influencing 

performance. Consequently, it has cited the need for complementary assets, favorable 

past association, partner status, relative company sizes as well as business and goal 

compatibility. As an example, Brouthers et. al. (1995) have identified four important 

criteria for successful partner selection, labeled as “the four Cs” which include 

complementary skills of the partners, cooperative cultures between the firms, 

compatible goals and a commensurate level of risk. Geringer (1991) for his part, 

stresses the relative importance of “task-related” selection criteria (criteria associated 

with the operational skills and resources a venture needs for its competitive success) and 

the “partner-related” criteria (referring to variables such as favorable past association 

between the partners, compatibility and trust between partners top management, etc.). 

Furthermore, it is claimed in his study that the relationship traits are less important in 

determining effectiveness of cooperative strategy than are industry traits, and that 

venturing firms should concentrate principally on the competitive needs of the venture. 

(Geringer, 1991:46)

It can be summarized that past research on alliances at a general level has with more or 

less overlap emphasized five key criteria for successful partner selection, namely that

• Partner assets are complementary

• There is potential for synergies between the prospective partners

• Business and management cultures of the partnerships are compatible

• There is trust and integrity in the relationships

• Partners have a shared understanding on the termination of the alliance

(see e.g. Faulkner, 1995 or, Child and Faulkner, 1998) Furthermore, as the organization 

of the relationship always results in additional costs caused by the coordination and 

integration of activities and resources, it is logical to assume that the firms typically 

attempt to enter only those relationships in which the additional benefits due to 

cooperation outweigh the additional costs. This study will apply the above presented 

five key criteria for the analysis airline alliance networks.
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Based on previous research and a combination of elements discussed above, it will be 

hypothesized in this study that the sensemaking, i.e. the rationale and acceptance of the 

alliance by individual members is of critical importance for successful role creation. 

Sensemaking in this study is divided to be content to “general” sensemaking of the 

alliance, i.e. the general need and rationale for cooperation; as well as to 

“organizational” sensemaking, referring to the acceptance of a particular alliance 

structure by an organization with selected (previously agreed) partners. Furthermore, 

the basic definition of individual members’ roles within the alliance structure is 

assumed to result from the selection of suitable partners with complementary activities 

and resources. Additionally a shared understanding of the potential for common 

benefits due to cooperation is also considered as an integral part for a meaningful role 

creation in this study. Similarly, role definition may be essential for the establishment 

of a mutually beneficial fit between the partners, that is the coordination and integration 

of activities and resources, and the division of labor in order to accomplish alliance 

advantages. The study will return to these hypothesis later on in the end of this chapter. 

In the following section, role creation will be further discussed

2.5.3. Network Identity and Role
Role creation in this study is understood as a process due to basic role definition and 

succeeding role settlement. Additionally, role creation is analyzed on the basis of 

network identity, that is the role of an actor in a network is considered to reflect its 

network identity, i.e. how it sees and locates itself as a network member and is seen by 

the other network members. As a consequence, its contribution (of activities, resources 

and/or other forms of expertise) to the “common good” defines its basic role in the net. 

Furthermore, as the actor’s network identity has an effect on its perception of its own 

organizational identity, the perception of organizational identity becomes relevant for 

role creation and vice versa. This study will not go deep into the well known concept of 

organizational identity, because the primary area of emphasis is on role creation. It will, 

however, briefly discuss some selected issues on organizational identity in order to 

illustrate the connection between identity and role in a change context caused by the
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network membership. In the following paragraphs, some essential building blocks of 

identity creation will be shortly introduced

Social and Organizational Identity
Generally, it is argued that social identification is a perception of oneness with a group 

of persons; i.e. that social identification stems from the categorization of individuals, the 

distinctiveness and prestige of the group, the salience of outgroups an the factors that 

traditionally are associated with group formation. Furthermore, social identification is 

said to lead to activities that are congruent with the identity, support for institutions that 

embody the identity, stereotypical perceptions of self and others, and to outcomes that 

traditionally are associated with group formation and reinforcement of the antecedents 

of identification. (Ashforth and Mael, 1989:20)

The concept of identity within organizational settings has historically been treated as a 

rather loosely coupled set of ideas, distinctions, puzzles and concepts that are best 

considered as a framework or point of view (see e.g. Erickson, 1980). Furthermore, 

according to Albert and Whetten (1985:264), organizational identity as a concept has 

two uses. First, it is employed by the scientists to define and characterize certain aspects 

on organizations - the scientific concept of organizational identity; and secondly, it is a 

concept that organizations use to characterize aspects of themselves (i.e. identity as a 

self-reflective question). Moreover, they also distinguish between public and private 

identities, i.e. the presentation of self to outsiders and the private perception of oneself 

(Albert and Whetten, 1985:269). This study will primarily focus on the concept of self- 

identity, illustrating the organization’s perceptions of its goals and values, culture, 

philosophy, market position, membership, etc. Some empirical questions regarding 

identity might be e.g. “Who are we?”, What kind of business are we in?”, “Who are our 

customers and how do we serve them?” or “What do we want to be in the future?”

When discussing organizational identity from the perspective of self-identity, 

organizational identity construction can be viewed as a social identification. As a 

consequence, organizational identity construction can be viewed as a typical
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classification of oneself into a social category. It usually is a complex process, where 

identity can be viewed from different perspectives, e.g. based on national, professional, 

unit or role. Albert and Whetten (1985:265) have suggested that an adequate statement 

of organizational identity should point out to following criteria:

1. features that are somehow seen as the essence of the organization: the criterion of 

claimed central character

2. features that distinguish the organization from other with which they may be 

compared: the criterion of claimed distinctiveness

3. the features that exhibit some degree of sameness or continuity over time: the 

criterion of claimed temporal continuity
Additionally, past literature on identity construction has suggested that identity is 

formed and maintained through interaction with others, and can thus be analyzed in 

terms of a series of comparisons (see e.g. Erickson, 1980). These comparisons can be 

argued to refer to the social classification process, which according to Ashforth and 

Mael (1989:20), has two main functions: it provides the individual a systematic means 

to define the environment and others; and, locate him- or herself in the environment. 

The perception of organizational identity may change over time, and can be particularly 

salient or important during some special events in the organization’s lifecycle, e.g. 

during a change in “collective status” such as a merger or a new cooperative 

relationship, or during times of retrenchment.

Network Identity and Role
According to Adersson et al. (1994:4), the term network identity can be defined as the 

perceived attractiveness (or repulsiveness) of a network actor (firm) as an exchange 

partner due to its unique set of connected relations with other firms, links to their 

activities and ties with their resources. It refers to how the firms see themselves in the 

network and how they are seen by other network actors. Furthermore, as a consequence 

of the network identity being a perceived impression, it is dependent on the perceiver 

and thus always unique in some respects. Strategic network identity is, according to the 

authors, based on the firm’s perception of its own network context, (ibid.)
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An organization’s role as an actor reflects its identity both as a network member and as 

a single entity, i.e. organizational identity. Role in this study refers to how firms see 

themselves in the network and how they are seen by other network members. Applying 

social identity construction into the context of network identity construction, it can be 

argued that role definition is a classification of oneself (here as an organization) into a 

social category, such as the network membership. Furthermore, based on the previous 

literature discussed above, it can be stated to point to the features of central character, 

distinctiveness and temporal continuity as a member. In other words, it provides the 

organization systematic means to define the environment, the other network members, 

and finally locate itself in the network.

The Role Creation Process
It is hypothesized in this study that role creation in an alliance network is a continuous 

process involving three main stages of development: first, a pre-alliance partner 

selection phase emphasizing the rationale of the alliance, i.e. need and the potential 

benefits due to cooperation (labeled as general sensemaking in this study); second, the 

basic role definition referring to the network identity construction, i.e. the definition of 

the organization’s special contribution of excellence, and a deliberated match between 

the other members’ contributions (labeled as organizational sensemaking); and finally, 

the stage of role settlement, with an emphasis on the balance between potential benefits 

due to cooperation and the costs of coordination, control and integration. Moreover, role 

settlement is supposed to be a dynamic process that evolves over time. The dynamics of 

role settlement are, however, not the primary area of emphasis in this study, as a result 

of which the study will not be analyze role evolution any further. The assumptions 

concerning basic role definition and initial role settlement during alliance 

implementation on the other hand, will be further discussed with the analysis on airline 

alliances, and finally summarized into the study’s general frameworks in chapter four. 

The following figure 2.6. will summarize the conceptual discussion on role creation. In 

the following chapter, the study will focus on airline industry cooperation, and 

continues the analysis of role creation within current airline alliances.
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Figure 2.6. The Role Creation Process
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3. Cooperation in the Airline Industry

This chapter will now concentrate on the airline industry context and airline alliance 

formation. In the first section, a broad overview is provided of the basic airline 

operations and the industry conditions. First, the airline product is briefly introduced to 

the reader with an emphasis on some special features of this particular product/ service 

offering. Then, the airline business process is discussed from the basis of an airline’s 

value chain, and with a short discussion on the cost structure of the airline operations. 

Finally, a brief history of the airline transport industry concludes the introduction.

In the second section of the chapter, the traditional competitive strategies of airline 

companies are shortly discussed in order to illustrate the competitive environment of the 

industry. Also the rationale for cooperation will be demonstrated. After the presentation 

of industry conditions and some general motives for alliance formation, airline alliances 

are discussed from the network perspective. Finally, the study tries to identify some 

potential variables, that have an influence at role creation.
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3.1. Some Special Features of the Airline Industry
There are two distinguishing characters in the airline product. An airline product is a 

service product, although the air journey is usually not seen as an end in itself, but as a 

part of a business trip, summer holiday, a weekend visit, etc. From the passengers point 

of view, the journey is seen as a part of a variety of other products and services. The 

result to the airline carrier follows that the demand for passenger air services is derived 

demand, i.e. dependent on the demand of other related activities, such as hotels, travel 

agencies or car rental services. (Doganis, 1991: 21, 111)

An other important aspect of the airline product is its homogenous nature for the 

customer. From the passengers point of view, there are little differences e.g. between 

one jet aircraft and another if they achieve similar journey times. In product planning, 

the airline carriers must decide what product features to offer in each market segment 

they are hoping to sell their products and services. For the customers, there are five 

generally important product features when choosing between airlines, namely 1) fares 

and fare conditions, 2) schedule-based features, including e.g. connectivity, 3) comfort 

aspects, 4) the ease and convenience of gaining access the services of an airline, and 5) 

the image associated with a particular carrier. (Doganis, 1991: 21, 111) The special 

features of the airline product have an effect on the marketing techniques and customer 

satisfaction efforts applied by the airline carriers.

Airline operations can be studied from the basis of an airline carrier’s value chain. 

Seristö (1995), as an example, defines airline business processes to be content to four 

core functions, namely supplies, operations, marketing and distribution; supported by 

the general business functions of finance, planning, general management, administration 

and training, (see figure 3.1) The related services increase the value added to the 

customer and provide the airline companies an important means to increase service 

quality. Furthermore, the most essential core of the airline business processes seems to 

consist of the functions of corporate (or rather business) planning, product planning, 

marketing planning, flight operations and finance; and consequently, an emphasis on 

Operations and Marketing. Those functions have traditionally been undertaken by every
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airline itself, although even within those functions the airlines can cooperate or even 

use outside suppliers to take care of some activities such as e.g. within ground handling 

activities. (Seristö, 1995:25-30)

Figure 3.1. Airline Business Processes

Source: Seristö, 1995:27
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The cost structure of the airline operating costs is an alternative means to illustrate value 

enhancement and management considerations within air transport operations. The 

airline industry is a typical low margin industry, where 70% of costs are fixed or quasi- 

fixed, it does not take much of an imbalance to start producing losses (Tarry, 1999:64). 

Consequently, the monitoring of productivity, costs and yields is crucial.

The operating costs of an airline carrier are typically divided into direct and indirect 

operating costs. On one hand, direct operating costs consist of: 1) flight operations 

costs, including e.g. labor costs, fuel and oil, airport and en route charges and equipment 

costs; 2) maintenance and overhaul costs, comprising engineering staff costs, spare parts 

consumed and maintenance administration; and 3) financials, including depreciation and 

amortization of flight equipment, ground equipment, extra depreciation and 

development/ training. Indirect operating costs, on the other hand, include: 1) station 

and ground expenses, such as ground staff, buildings, equipment and handling fees; 2) 

passenger services, comprising passenger insurance, cabin crew salaries and other 

passenger service costs; 3) ticketing, sales and promotion; 4) general administration;
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and 5) others. (Doganis, 1991:111) In order to look for cost reduction potential, the cost 

sources in airline business can be categorized into a descending order of typical 

significance as follows:

• labor

• fuel

• charges for landing, en-route navigation, etc.

• aircraft (depreciation)

• other materials

• ground equipment and property (depreciation)

• outside service expenses (ground handling etc.)

• financial expenses

• other expenses 

( Seristö, 1995:45)

The airline industry has traditionally been characterized by a very high degree of 

regulation, not only on the technical, but also on the economic side. On international 

routes, airlines have been operating within a rigid framework set by bilateral agreements 

comprising intergovernmental agreements about traffic rights between individual 

countries. The intergovernmental agreements, the so called Bilaterals, have regulated 

access to particular markets, fares to be to be charged, frequencies to be flown and 

capacities to be offered. The strong governmental involvement steams from the Paris 

Convention of 1919, where each state was recognized a sovereignty over the airspace 

of its territory. As a result of this sovereignty, each nation became responsible of the 

nature and extend of the traffic and transportation. Most nations have established their 

own national airlines to serve the demand of air transportation. (Kleymann, 1998:1) Up 

till recently, there have usually been only two competitors on one international route 

(city pair), namely the designated airlines in the both ends of the route. In other words, 

in most cases the competitors in international routes have only consisted of two national 

airline carriers, often referred as “Flag-Carriers”.

The airline industry has been under major changes during the late 1980’s and the recent 

1990’s. For the first time in half a century of continuous growth, passenger volumes fell
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significantly in 1990 and over half of the 50 largest international airlines recorded losses 

(Hamill, 1993:332). One of the primary causes to the difficulties in the decline of 

passenger volumes was, first of all, the world wide economic recession, the effects of 

which were experienced in almost every industry. In addition to recession, the Gulf War 

also affected the profitability of airline companies. It had a “scissors effect“ on airline 

operations by increasing fuel prices, reducing passenger volumes and leading to 

industry restructuring due to bankruptcies, mergers and acquisitions. Despite these 

difficulties, the long-term growth prospects for passenger travel have remained rather 

good (Hamill, 1993:333-334). In fact, the losses in airline profitability seem to have 

reached their bottom in the middle of the 1990’s, and it seems that the profitability of 

airline operations has raised up during the past few years (e.g. Morrell, 1999:80-83). For 

1999, the annual traffic growth is suggested to be in the region of 5.1% by industry 

estimates. (Tarry, 1999:64)

Deregulation, the gradual trend towards more “open skies”, has certainly been one of 

the most important developments in the airline industry environment. Beginning in the 

US in the late 1970’s, the spatial deregulation process has currently been extended to 

Europe. The liberalization of the scheduled air transport industry within the 17 states of 

the European Economic Area was finally been completed on 1 April 1997. Implemented 

in three stages or packages of reform since 1988, the European Commissions aviation 

policy was directed at creating a more competitive European airline business, 

compelling airlines to better efficiency and bringing benefits to consumers in the form 

of better offerings and services at a lower price. (Graham, 1997:807; Seristö, 1998:6) 

The policy packages, progressively applied from 1 January 1988, 1 November 1990 and 

1 January 1993, allowed carriers to expand services into other member states. In the 

establishment of this Common Air Transportation Policy, the Third Package was by far 

the most fundamental. It included the freedom to fly between any EC country, as well as 

full cabotage - the right to operate domestic services, irrespective of the airline’s home 

state. ( Hamill, 1993:332-333; O’Reilly, 1995:125)

The liberalization of the airline industry with increased competitive pressure will be the 

starting point of this study about airline alliances and competition. It is, however, not
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completely clear what will be the influence of the liberalization process into competition 

and the competitive freedom. Will the liberalization process ultimately enhance 

competition? Although the aim of the liberalization process by the EU Commission has 

been to increase free competition, the Commission has proved to be unable to evaluate 

the effects of air transport deregulation: Complaints of abusive or predatory behavior 

have arisen by different parties. There is a big inconsistency in the situation. On the one 

hand, authorities press for more competition through less regulation, but on the other 

hand, they intervene on the efforts of (large) strong airlines to rationalize operations 
(see e.g. Seristö, 1998). If the industry consolidation continues, however, as it appears 

to do at present, the future’s global “mega-carriers” can rather restrict free competition.

3.2. Competition and Cooperation in the Airline Industry
In order to understand the special features of airline industry cooperation, i.e. alliance 

formation, a brief analysis of the industry competition may prove to be useful/ justified. 

As a consequence of the close relation of cooperation and competition, the rationale of 

alliances may be better understood in the light of the competitive strategy alternatives 

traditionally applied in the industry. In the following paragraphs, some selective issues 

on competitive strategies are briefly analyzed.

When considering competitive strategies at the general level, Porter (1980) already 

suggested that the relative position which firms occupy within their industry’s structure 

determines the generic strategies which are the most viable and profitable for them. The 

strategy alternatives consist of two dimensions, i.e. the strategic target markets of the 

company (competitive scope), and the competitive advantage applied by that particular 

company (see figure 3.2.). As a result, there are three potential strategy orientations, 

namely the overall cost leadership, differentiation and focus. (Porter, 1980) With some 

minor adaptations, Porters ideas can be applied to the airline industry context as well.
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Figure 3.2. General Competitive Strategies
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Airline industry competition and airline strategies have been studied e.g. by Hamill 

(1993). He suggests that there are three main groups of competitive strategies to be 

applied in the airline industry, namely competitive positioning, customer orientation and 

cost control. Compared with Porter’s generic strategies, customer orientation in the 

airline industry represents differentiation, as cost control complies with cost leadership. 

Competitive position (broad target) in the airline industry does not necessarily require 

cost leadership or differentiation as a competitive edge, but provides a competitive 

advantage in itself, namely global coverage. When the target market is narrow, 

competitive positioning can also represent focusing. Further studies on airline strategies 

have been conducted e.g. Alamdari (1989), Sorensen (1990) and Seristö (1993).
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Figure 3.3. Strategie Options for European Airlines
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3.2.1. Competitive Positioning and Growth
According to Hamill (1993:335), competitiveness in global industries is increasingly 

dependent on size, market share and geographical coverage. The airline industry as a 

global industry environment implements the statement. The leading international 

airlines have realized the importance of extended, global route coverage and have 

adopted a series of measures to grow and strengthen competitive market positions 

(Hamill, 1993:235).

There are two primarily important strategies in achieving a strong competitive position 

via an expanded, global route network. The strategies include: 1) the establishment of a 

coordinated hub and spoke system; and 2) slot access. In a hub and spoke system, 

services from smaller airports (spokes) are fed into a larger central hub (typically a 

geographically important airport, that serves as a traffic center for transfer passengers). 

The hubs are then linked by direct (point-to-point) flights. (Hamill, 1997:335) A well 

coordinated hub and spoke system offers a number of advantages to the airlines, such 

as: market coverage, high load factors through interconnecting flights, more effective 

carrier control, reduced dependency of on other carriers for connecting traffic and 

greater efficiencies in operations through increased aircraft utilization and lower unit
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costs per passenger. The main disadvantage of hub and spoke systems is airport 

congestion, especially during peak periods.

The second important factor in exploiting a global network strategy is slot access 

(Hamill, 1993:335; O’Reilly, 1995:140). Airport facilities and slot access are crucially 

important to airline operations. Currently, most of the major international hub airports 

seem to be rather congested, i.e. dominated by one (or at most two) large carriers, and 

the question of available slots and runway capacity becomes crucial to the airlines 

(Graham, 1997:807-808). Take-off and landing slots effectively control the competitive 

potential of airlines as they determine every airline’s scope of operations. In order to be 

able to expand their global networks, the airlines have to bargain for the take-off and 

landing slots at those particular airports. As a consequence, the airline with a dominant 

position at a particular airport has a significant advantage. (Hamill, 1993:334-335)

According to Seristö (1993), an airline company pursuing the growth strategy faces two 

options: to grow internally (organic growth), or choose between the alternatives of 

external growth. Internal growth is often difficult (because of the infrastructure 

constrains or other long term growth limits on most profitable markets), slow, costly, 

and often a highly risky alternative. External growth, on the other hand, may be 

achieved through mergers and acquisitions, or via cooperation, i.e. alliances. Mergers 

and acquisitions although typically offering fast growth potential, are often difficult or 

even impossible to execute, because of regulatory constrains, reluctance to give up 

sovereignty, or, the lack of partner candidates to be acquired or merged with. In the 

aspiration of global positioning and growth, alliances may offer an effective and 

efficient way to access new markets and extend route coverage, or, to defense current 

markets by increasing traffic feed into established routes. (Seristö, 1993; Seristö, 1999: 

12-13; Kleymann and Seristö, 1999:8)

From the cooperative strategies of current airline alliances, code-sharing is one of the 

most used alliance forms (Gallagher, 1997a:28-65), and provides the participants the 

advantages of expanding their network without large resource allocations. Via code

sharing, the alliance partners can reduce excess capacity, cut costs and improve
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operational efficiency. There are different forms of code-sharing. In “simple” code

sharing each participating airline operates independently on every aspect other than 

putting on airline’s code on another’s flight. On the other hand, when code-sharing is 

part of a broader strategic alliance, there may be co-operation in many other aspects as 

well.

3.2.2. Marketing and Customer Orientation
Marketing and customer oriented strategies in the airline industry are aimed at securing 

customer satisfaction and carrier loyalty (Hamill, 1993:336). Research in the field has 

shown that when there is a choice of travel mode, i.e. air, rail, car or boat, a number of 

key factors tend to influence passenger decisions. The variables include e.g. journey 

time, convenience of schedule, price, city to airport links, journey costs, punctuality, 

standards of comfort, reliability and safety considerations (O’Reilly, 1995:133). 

According to the Association of European Airlines (1993), the most important variables 

consist of journey time, convenience and price. In the application of consumer-oriented 

marketing concepts, there is a wide range of strategies to be followed in order to achieve 

the objectives of customer satisfaction, repurchase and loyalty.

To support customer orientation, the leading carriers have invested substantially in 

service orientation, i.e. improving customer ground and in-flight services. The 

employment of competent, trained and highly motivated staff is crucially important in 

the implementation of this strategy (Hamill, 1993:336). As the product offerings of 

various airlines tend to be rather homogenous, differentiation is often sought through 

extended service level. Global branding via e.g. quality image and high service level has 

become an important marketing tool for competitor differentiation. (Killgren, 1998:26)

Frequent Flyer Programs (FFPs) are one of the most widely used marketing by the 

current airline companies. They are designed to increase the frequency with which the 

passengers of a certain airline use the services of that particular carrier or its partner 

companies. The primary objective of FFPs is to improve and/or extend service level 

and ensure passenger loyalty due to giving passengers bonus credits for booking on the
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issuing airline or its partner airlines, car rental agencies, hotel chains, etc. With a certain 

amount of credits the passengers can get free services on these companies. Other FFP 

benefits include service upgrading, priority check-in, special waiting lounges, etc.

Alliance arrangements may offer important means for enhancing customer’s value by 

e.g. pursuing larger network coverage, higher frequencies, increased and smoother 

connections and more extensive loyalty programs. In the following paragraphs, a few 

examples are shortly discussed.

Integration and standardization of FFP’s seems to be an especially important tool for the 

creation of customer value. National carriers have recognized the value of FFPs as 

effective means to dominate the premium traffic in their home markets for years. 

Nevertheless, the value of the individual loyalty programs can be further increased 

when the alliance partners share their FFPs by joining forces and offering uniform 

benefits. Most alliances are now working towards enabling loyalty miles to be earned 

and redeemed in the same manner on partner carriers as on their own flights. Some 

researchers and company representatives do even argue, that the FFP component might 

be the most important part of an airline’s alliance, i.e. “the glue that holds an alliance 

together” (Gallagher, 1997b:34-37).

Joined marketing programs are also important components of alliance cooperation 

(Killgren, 1998:21). The primary aim of these agreements is capture and distribute more 

air traffic. By joining forces, the partners can communicate their commitment to 

cooperation to the consumers and simultaneously share the costs of marketing, (ibid) 

One additionally important aspect is the potential increase of entry barriers for new 

competitors into the main hub markets due to increased power signaled by superior 

marketing efforts (Kaynak et al., 1994:238). There is however, a dilemma in joined 

marketing. When integrating marketing efforts, the partners must decide whether to 

keep their brands separately, or to create a single super-brand. When several strong 

brands, some of them possibly having even an additional value of national pride, are 

combined under one brand name the consumer can easily get confused. Especially, if 

the service levels and other values of the partners are not compatible with each other.
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3.2.3. Cost Control
The aim of cost control strategies is to achieve efficient, profitable operations. 

Traditional areas to exhibit cost cuttings have been e.g. organizational restructuring, 

recruitment freezes, salary revisions and capital expenditure controls. (Hamill, 1993: 

337-338) If cost controlling is choused as the main competitive strategy, there is a 

dilemma between cost cuttings and service level quality. Labor costs (including 

salaries) that represent a major portion of the operational costs for an airline company, 

are directly related to employee motivation which, in turn, is critical to service quality 

and customer satisfaction (Lieber, 1997:196). There are some carriers in the airline 

industry, sometimes referred as low-cost airlines, which have successfully applied the 

cost control strategies as their main long-term competitive strategy (Graham, 1997:11). 

The major carriers seem, however, only have used the cost control as their main source 

of competitive advantage only in times of momentary crisis.

There is however, one alternative for cost cuttings in labor costs and capital expenditure 

which is content to cooperation and rationalization of operations. Airline alliances and 

resource pooling can improve the efficiency and the effectiveness of operations, and so 

influence customer choice of travel mode by offering comfort and connectivity at a 

competitive price level. (Dev et al., 1997:2). Alliances do, however, not have offered 

significant cost savings in economies of scale, at least at the current state of alliances 

when the degree of integration between members is not that high. There may be, 

nevertheless, some potential for cost savings to be exploited due to economies of 

density, i.e. full airplanes; or joint operations. As a result, there may be a variety of 

alternative forms of cooperation to be utilized to cut costs and improve efficiency.

3.2.4. Focus
There are several alternatives for a focus strategy within the airline industry. Seristö 

(1993), as an example, divides the focus strategy into two dimensions, namely to 

geographical focusing, including regional, long haul or specialized operations; and,
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focusing on a special customer segment. Geographical focusing will be further 

discussed in the following paragraph. Customer segment focusing, on the other hand, is 

generally divided into two major categories: 1) Corporate buyers, i.e. travel agents, tour 

operators and large company travel managers; and 2) Individual buyers, i.e. flyers who 

book on an individual basis, either through travel agents or directly through the airlines. 

(O’Reilly, 1995:128) A further distinction of individual buyers is commonly made 

between business travelers and tourists. An emphasized focus on either high yield 

business travelers or onto the heterogeneous group of tourist and occasional travelers is 

a very important verification of a company’s strategy.

Kleymann (1999:2-5) also suggest niche strategies (focusing) as an alternative to 

manage competition in the airline industry. According to her, a niche strategy can be 

based on geography or on function. Functional differentiation can be content to e.g. 

offering lower fares with no frills services, or offering of non-scheduled (charter) 

flights. Focusing on a geographical niche, on the other hand, refers to the airline’s route 

coverage i.e. the scope of its route network.

Based on the scope of flight operations, Kleymann (1999), classifies airlines into three 

categories, namely as Local Champions, Long Haul Operators and Transcontinental 

Connectors. According to her, a Local Champion is a short- to medium haul airline 

carrier that is based around one or two main hubs and possibly has several secondary 

hubs within its respective home region. It may operate limited long-haul services or 

intercontinental operations, but these often constitute a relatively small part of overall 

operations. In brief, the Local Champion type of carrier concentrates on serving its own 

world. (Kleymann, 1999:4) Long-Haul Operators, on the other hand are airlines, 

whose total flight operations and revenues mainly constitute of intercontinental flights. 

Some of these airlines are in this category due to the geopolitically “remote” location of 

their home, such as Australia/ New Zealand or South America. As Flag carriers, their 

mission is to link their country to the “Rest of the World”. They typically connect their 

home market, where they enjoy a dominant or close to dominant position with the 

respective important business centers on other continents. Finally, the 

Transcontinental Connectors represent airlines, that truly aim to serve the whole
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world; they operate to several continents. They often also operate dense local networks, 

but these do not necessarily constitute their primary “raison d’être". The role of 

Transcontinental Connector requires a centrally located home base, such as in Europe, 

North America or a central location in Asia, (ibid)

Most airlines applying a niche strategy focus on servicing their home market (referring 

to Kleymann’s Local Champions). However, a “Long haul operator” may also dominate 

a market segment, a niche, if its home location can be categorized as geopolitically 

“remote” (e.g. New Zealand). In case of geographic focusing, an alliance with other 

carriers is a feasible option in that it provides the niche carrier with feed for its market, 

by having the partner airlines connect the specialist to the world. (Kleymann and 

Seristö, 1999:12)

3.2.5. The Rationale for Alliances
The previous sections on the traditional competitive orientations of airline companies 

already brought up some aspects, in the light of which cooperation might be more 

advantageous than competition. When comparing current airline alliances with the 

cooperative agreements prior to the liberalization process of the industry, alliances are 

now considered to have strategic importance; i.e. they are seen as effective means of 

acquiring a competitive edge and substantial payoffs in terms of increased traffic flows 

(Bissessur, 1996:2). Most of the general motives for alliance formation presented in the 

second chapter of this study can be identified in the airline industry as well (such as 

efficiency and effectiveness considerations, and/or reaction to internal and external 

challenges); in addition to airline industry specific drivers for cooperation discussed 

with competitive orientation issues in the previous section. There is, however, airline 

industry specific research on the various motivators for airline industry alliances (see 

e.g. Seristö, 1999; Seristö and Kleymann, 1999; Alamdari and Morrell, 1997). In the 

following paragraphs, a few categories are shortly presented in order to sum up most 

important issues.
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Seristö (1999), for example, distinguishes between different types of alliances (simple 

operative route-based alliances, broader marketing alliances and equity based alliances), 

between different motives and objectives of small and medium-sized airlines, and 

between offensive and defensive objectives of alliances. As to the main drivers of 

international alliances he suggests: firstly, the changes in the industry, that have made it 

essential for most of the carriers to seek growth and secure presence in a larger market; 

secondly, the many types of regulation still present in the industry which restrict the 

means of value creation, and make alliances as a most feasible way to grow and seek 

presence; and thirdly, the pressure to utilize resources better, i.e. to reduce the operating 

costs of the low margin industry. An adapted model of Seristö’s findings will be 

presented in the following page 65.

Comparably, Bissessur (1996:97-108), presents a similar type of a conceptual model for 

the formation of airline alliances. According to his model, the waves of deregulation 

and liberalization in certain parts of the world, airline privatization, globalization of air 

transport, and world wide economic changes are identified as an external phenomena, 

conductive to airline alliance formation. Furthermore, the interaction of those external 

forces act along three dimensions: enhanced competition, increased environmental 

uncertainty and escalating costs. Airline collaboration then culminates into two main 

areas: firstly, market related issues, i.e. increased traffic flows on the airlines’ individual 

networks; and secondly, cost reductions due to resource consolidation and joint 

production. (Bissessur, 1996:109-132)

Kleymann (1999:1-2) has also identified five some more or less overlapping reasons for 

an airline company to enter an alliance. Her categorization includes: 1) customer 

expectations, referring to the ever increasing requirements of airline passengers 

towards seamless travelling to a maximum number of points across the globe; 2) 

defence, either actively consolidating one’s competitive position, or passively 

dampening competition; 3) control of the environment, as an example of leveraging 

resources and acting as a single entity vis a' vis the external environment; 4) economies 
of density either in the load factors on a flight or City Pair, or in the efficiency of fleet 

utilization; and finally 5) economies of scope, referring to the possibility of expanding
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route-network reach (the number of points served) without physically expanding flight 

operations.

Figure 3.4. Strategic Choices in the Turbulent Competitive Environment

Adopted from Kleymann and Seristö, 1999
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In the following sections, the emergence of the new types of airline alliances, i.e. global 

reaching airline alliance networks will be briefly discussed.

3.3. The Emergence of Airline Alliance Networks
This chapter will focus on airline alliances as business networks. Here, a distinction has 

to be made between airline alliance networks (networks between different airline 

companies) and the route networks of those companies. Each airline company has a 

route network, even if it does not have any kind of cooperation with other airline 

companies. Furthermore, if an airline has bilateral cooperation arrangements with an 

other carrier, the relationship between them is not considered as a business network, 

although it can be a part of a network (being then a dyadic relationship within a 

business network); and although it connects the route networks of the participating 

airline companies. Here, the term airline network refers to a multi-partner business 

alliance, i.e. to the cooperative relationships between several airline companies. In the
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following sections, the new types of alliances in the airline industry are briefly 

discussed. After that, the study will focus on role issues, i.e. individual role creation in 

an alliance context; and suggests some important factors affecting the settlement of 

those roles.

3.3.1. New Types of Alliances
Although the airline industry can be considered as a typical network industry in which 

cooperation is an integral part of industry structure; airline industry cooperation has 

without the exception of interlining agreements,1 covered mainly technical issues and 

been mostly tactical in nature. The changes in the competitive environment have, 

however, altered the nature of cooperation. Airlines are now moving from simple short

term bilateral agreements, often imprecisely referred as alliances nevertheless, towards 

more complicated multi-partner constructions, which include different forms of 

cooperation. Following Brewer and Hopper (1998), the airline alliances have moved 

from pure exchanges to “real” networks, where an alliance represents merely an 

organization in its own right. This trend towards network type of alliances has had an 

effect on the survival rate of alliances. According to a research of the Boston Consulting 

Group (BCG) by Lindquist and Deimler (1999), the stability of non-equity alliances has 

increased dramatically during recent years. Furthermore, an analysis on the underlying 

causes of success has shown that the degree of integration achieved in the alliance is 

very important. Alliances have a higher probability off success if they move beyond 

simple tactical links to more complex arrangements involving cost savings through joint 

ground handling, shared maintenance, etc., towards higher degrees of integration finally 

containing a significant integration of sales forces, common aircraft configuration, 

product offerings, joined scheduling and network management, and shared systems 

platforms, (ibid.) Equity ownership links have typically involved greater integration, but 

in recent years airlines have learned how to put in place the contractual and benefit

1 Interlining was deemed as a necessary form of cooperation as a result of the tight regulatory framework 
of operating environment. Being largely confined to their home states, airlines had very limited networks 
and were forced to enter into interline agreements so that the passengers could be taken into final 
destinations. (Bissessur, 1996: 2)
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sharing mechanisms that can realize substantial synergies without equity. Similarly, it 

has traditionally been easier to realize cost and other synergies between carriers in the 

same country or region, but the new global alliances are putting in place governance 

mechanisms and management processes to derive benefits on an intercontinental, 

multilateral basis. An additional reason for increased stability is the increasing 

dominance of the major global alliance networks, that include:

Star Alliance: United Airlines, Lufthansa, SAS, Thai International, Air Canada, 

Varig, Ansett Australia, Singapore Airlines, All Nippon Airlines, Air New-Zealand, 

and the associated carriers of Austrian Airlines, British Midland and Mexicana 

Oneworld: British Airways, American Airlines, Quantas, Cathay Pacific, Canadian 

Airlines (to be leaving the alliance in may), Finnair, Iberia, LanChile, and the 

associated carriers of Aerolíneas Argentinas, Japan Airlines and LOT Polish 

Airlines

Wings: KLM, Northwest, Continental, Alitalia, as well as Braathens and Kenya 

Airways as associated carriers

Atlantic Excellence/Qualiflyer: Swissair, Delta, Sabena, AOM, TAP Air Portugal, 

THY Turkish Airlines, Crossair, Air Europe and Lauda Air with Aeromexico as 

associated carrier (Gallacher, 1999:37)2

Table 1 Percentage of Alliances that Survived

Percentage of Alliances 
that survived at a given time

1992-1995 1995-1998

Overall 38% 68%
Equity 73% 81%
Non-equity 26% 62%
Domestic 65% 93%
Regional 59% 68%
Intercontinental 33% 58%

Source: Lindquist and Deimler, 1999:14

2 Associated carriers here referring to that kind of non-alliance airlines that cooperate at least with three of 
the leading carriers of a major grouping.
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From now on, airline alliances in this study are analyzed from the network perspective 

referring to “real” network constructions. In the following paragraphs, airline alliances 

are discussed on the basis of the three important elements of a network relationship, i.e. 

activities, resources and actors.

In an airline alliance network, the activities of single airline carriers (flight operations, 

marketing, sales, etc.) are connected and inter-linked with the network’s overall activity 

pattern. The activities are tied together in anticipation of and in response to resources 

and capabilities of others in order to achieve efficiencies (such as economies of scope) 

and/or effectiveness (e.g. recognizeability, strength and differentiation). This 

coordination and integration may require reallocation of activities and resources 

between single actors in the net, such as changes in individual route networks e.g. due 

to route rationalizations and/or new code share agreements, joint ground handling 

operations and new distribution channels. The company’s position in the overall activity 

pattern has an effect on its role in the net, depending on how its activities fit into those 

of the others. Here, there are two critically important variables which are hypothesized 

to have an influence on the best possible fit in the activity chain of the member 

companies: first, the geographical location of individual actor companies, and the 

resulting route coverage of single actors’ route networks; and secondly, the nature and 

scope of activities between the actors of the net, i.e. the fit between single actor’s 

activity structures, and the division of labor in the net. Ideally, the activities of single 

companies, here referring primarily to the route networks of single airline companies, 

do not compete directly with each other but complement and leverage the activity chain 

of the whole net. These kind of benefits could be achieved through e.g. every company 

serving a special geographical home market that matches the route coverage of others. 

Complementary activities and a supplementing fit between the actors’ activity chains 

may be an important element facilitating successful role creation in airline alliances, 

because as said, those alliances are not primarily aimed at attaining economies of scale 

but merely at economies of scope (at least momentarily).
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The airline alliance members may also share resources, i.e. exchange, transform and/or 

alternatively access resources. In the airline industry, resource pooling can include 

shared ground facilities including lounges; slot access in hub airports where a partner 

airline has hub-dominance; joined distribution channels; fleet utilization in the form of 

code-sharing, etc. Learning is a special dimension of resource pooling that is probably 

not fully utilized within current airline alliances. Learning in this context could include 

e.g. the sharing of customer/market information, technology testing and development, 

or the identification and sharing of “best practices” inside the net. In other words, also 

within airline alliances, mutual learning and the sharing of knowledge could be utilized 

on a variety of fields although strategic technology transfer is not typically a primary 

objective for cooperation within airline alliances. Nevertheless, the type and amount of 

resources a company owns and/or controls has an important effect on how attractive it 

will be seen by others as a resource provider, and consequently, affects the actor’s 

“status”, (for further application of status see e.g. Gulati, 1998) Similarly, the status of 

airline actor has an influence on its own perception on itself, i.e. its organizational 

identity. As discussed with the fit between the activity chains of the individual members 

of the net, a fit between complementary resource collections of single airlines may be an 

important element in the role creation process. A fit between complementary resources 

may, however, not be considered as essential as the complementarity of activities 

because resources pooling does not necessarily require supplementing resources 

although it typically does.

Finally, the single airline companies in the alliance network have an identity as an 

organizational entity, an internal perception on the organization. Organizational identity 

defines e.g. how the organization sees itself, i.e. what kind of organization it is and 

wants to be, what it does, what kind of image it wants to give to customers, share 

holders and other stakeholder groups; why it exists in the first place, as well as where 

and how it wants to be in the future. In addition to these internal perceptions, the 

organization’s identity is partly influenced by the impressions of the external 

environment, i.e. how the organization can be located into its environment, and what 

kind of image/ status/ position it has on the eyes of other organizations and/or interest 

groups. It is hypothesized in this study that the organizations perception of itself has a
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strong influence to the creation of network identity, i.e. role/ place/ position in the net. 

Furthermore, the principal sensemaking of the alliance first of all is considered as an 

additional prerequisite for role creation in this study. The member organizations (actors) 

should understand the need for the alliance, i.e. that cooperation is beneficial and 

urgent; and that the partners are the right ones (or at least the best ones available); and 

that they as an organization have an important role in the net, i.e. can make a mutually 

beneficial contribution to the common good. This study suggests that those factors 

define the organizations’ basic roles as network members.

To summarize, the member carriers of an airline alliance can be thought of as integrated 

actors, each making a contribution to the activity pattern and resource constellation of 

the overall net. The contribution of a single carrier gives it a meaning in the eyes of 

others, and thus, represents its identity and basic role definition in the net. Furthermore, 

the company’s role and position in the net also affects its perceived identity as and 

organizational entity. The following sections move on to the role settlement phase in 

the role creation process, and try to identify some important factors that have an 

influence on the role settlement of individual airline carriers as network members.

3.3.2. Factors Affecting Role Definition and Settlement
There is not a considerable amount of previous research concerning role issues within 

airline alliances. Previous research has primarily based on the classification of airline 

types with respect to position within an airline network (see e.g. Gialloreto, 1986; 

Antes, et. al., 1999; Kleymann and Seristö, 1999). Furthermore, airline alliances have 

also been classified on the basis of the types of relationships between member 

companies (e.g. Brewer and Hooper, 1998). In the preceding paragraphs, a few 

classifications will be presented in order to illustrate different types of alliances.

Kleymann (1999) classifies airline alliances according to two dimensions, namely 1) the 

degree of diversity, referring to the nature and scope of operations (relative importance 

of home market versus intercontinental flights); and 2) the degree of integration, with an 

emphasis on the tightness of coupling between the members (alliances based on
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Exchange or Integration respectively). Based on this classification Kleymann (1999) 

ends up with three types of possible alliance scenarios for the near future. Here, an 

airlines role cold be defined on the basis of the degree of integration (i.e. full members, 

second tier members and sphere of contributors).

Figure 3.5. Different Types of Alliances
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Source: Kleymann, 1999:8

According to Kleymann’s (1999) typology, it is possible to distinguish at least three 

genuine types of alliances. At the heart of the “Alliances X” and “Y” (see figure X), 

there is a small number of “Full Members”. Full members consists of airline 

companies who cooperate tightly, possibly even relinquishing some authority to a joint 

steering board. The agreements between these full members are likely to be fully 

multilateral and exclusive, as is already the case with the Star alliance. The “Second 

Tier Members” in the “Alliance X” include actors, which do not have the same power 

within the alliance, although they receive the density and scope benefits of the network, 

and also benefit from reduced amount of direct competition. Lastly, those airline 

carriers, which cooperate with the alliance on a route-by route basis, are labeled as the 

“Sphere of Contributors”. Contributors can cooperate with airlines from different 

alliances, as their cooperation is based purely on exchange. (Kleymann, 1999:6-8)
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The second type of alliance (Alliance Y”) is structured similarly, but there are no 

second-tier members. Membership is “all-or-nothing”, and this type is likely to either 

have a smaller or less densely integrated core, or it might rely on a greater number of 

external contributors to its dense core, (ibid.) The Oneworld alliance might be 

considered as this type of an alliance with its heterogeneous content, where member 

airlines differ in terms of their function (role in the alliance). The balanced composition 

of specialists and generalist may enable or at least facilitate an efficient division of labor 

in the alliance. In the of airline alliances, this is however, still an open question at the 

moment that remains to be confirmed or disproved in the future.

There might also be a third type (“Alliance Z”), a more informal grouping of otherwise 

non-allied carriers with some code-shares between each other and reciprocal FFP 

recognition on some routes. This type of an alliance permits maximum autonomy to 

carriers, while it will still be possible to establish “seamless” travel on certain routes 

between two airlines. Benefits of “Defence” and “Scope” are, however, likely to be 

much smaller than in the other two types of alliances, (ibid)

Antes et. al. (1999), on the other hand, use a strategic airline alliance portfolio analysis 

(SAP) in order to evaluate the contribution of individual airline companies (contribution 

here referring to role) for the alliance network. The relative increase in services 

compared to the number of connections offered by each individual carrier alone is a 

good indicator for the partner’s contribution to the alliance market expansion. The 

comparison of O&Ds offered individually versus those for which cost savings can be 

achieved due to cooperation (the area of “coordination potential” in Figure X) captures 

the partner’s contribution to market concentration. The larger the indicator is, the higher 

is the degree in loss of the airline’s autonomy that must be invested in the common 

success of the alliance. (Antes et. al., 1999:9) This defmition/study does, however, only 

focus on the coverage of the alliance’s overall route network, thus neglecting other 

forms of cooperation, such as e.g. joined marketing.
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Figure 3.6. Alliance Portfolio
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In the same study Antes et. al. (1999) also identify a general typology on different 

alliance types based on the combination of potential leverages of the alliance’s overall 

route network.

Figure 3.7. Typology of Alliances
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Adapted from Antes et. al., 1999:9

Dinosaur: Due to incompatible network, i.e. lack of gateways, partners are not able to 

generate and exploit substantial effects of synergy. This type of alliances are vulnerable
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to changing market dynamics and competition; and individual partners are 

recommended to reconsider other partner solutions.

Spider: Exploiting the highly entangled network structures alliances of this types are 

created to generate profits by efficient large volume operations and milking the 

dominance in the market.
Shark: This type of alliance is made to generate the most of its growth potential from 

tapping into new markets aggressively. Due to the small leverage in market 

concentration alliances of this character are formed to grow, generating and then facing 

competition in new markets.

Lion: Blessed with the potential to reap the benefits of cost cutting through coordinated 

fleet deployment on trunk routes partners have the chance to exploit substantial new 

market potentials from a secure base. This type of alliance has the highest potential for 

long term and solid profit growth.

(Antes et. ah, 1999:9)

To conclude, because the aim of this study is to identify main variables influencing the 

definition and settlement of the single airline companies’ role in the alliance network; 

and because the amount of previous research on particularly role issues appears to be 

rather limited, this study draws together findings from several pieces of previous 

research and tries to create a combined approach to role determination. In the following, 

some potential factors affecting role settlement are shortly discussed. The list is, by no 

means a comprehensive one, but it tries to sum up some of the most important variables, 

and represents the general approach of the study. These variables will later be 

summarized as a framework to be presented graphically in following chapter four.

This study will hypothesize that while the basic role definition of individual network 

members refers to the special contribution of activities and resources of single actors to 

the network’s overall activity pattern and resource constellation, the final settlement of 

individual roles depends on several factors, such as alliance objectives, the degree of 

integration between the members of the alliance, and the division of labor within the 

alliance. Furthermore, the principal sensemaking, here referring to the basic need and 

rationale of the alliance, is considered as an important prerequisite for both role
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definition and settlement. These suggestions can be compared with the previously 

presented model on role creation (see figure 2.6.) based on the conceptual analysis of 

chapter two. In this model, the author suggested that the primary need and rationale of 

the alliance, the fit and complementarity of roles, and the balance between potential 

costs and benefits would be essential factors affecting role creation, the principal 

acceptance and a successful implementation of the alliance. In other words, it was 

supposed that a mutually shared understanding on the general need for cooperation, an 

understanding on the potential for value creation due to cooperation, and a perception of 

one seifs role or contribution as essential for the attainment of mutual value added, 

would facilitate successful role creation. Furthermore, the author assumed that the 

accomplishment of alliance advantages largely depends on the existence of a deliberated 

fit between complementary assets of single members of the alliance, their willingness to 

coordinate and integrate their activities and resources, and the ability to create trust and 

commitment. The following paragraphs will further discuss these assumptions and 

conclusions.

For the general understanding on the rationale of the alliance, the potential benefits due 

to cooperation may play an important role in role definition and settlement. The actors 

involved in cooperation should understand that the alliance is beneficial for them as an 

organizational entity, and as a network member. Alliance formation typically includes 

both private (organizational) benefits, as well as common (network) benefits for all 

member organizations. If the member organizations perceive alliance membership to 

beneficial, they may take a more positive attitude towards the alliance, accept it as a 

legitimate part of organizational life, and/or may even be more willing to integrate 

further.

The accomplishment of alliance advantages also submits the company to potential 

problems and risks due to cooperation. The costs of value creation include e.g. 

opportunity costs, sunk costs and exit barriers (lost investments in case of alliance 

disunion), differences in power balance, potential losses in autonomy and sovereignty 

(e.g. in decision making), and the risks of alliance dissolution due to opportunistic 

behavior of other members. It seems logical to presume that organizations considering
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alliance membership would carefully assess these costs of cooperation and integration. 

In order the alliance to be accepted and successfully implemented, it seems logical to 

conclude that the potential benefits due to cooperation should outweigh the costs and 

risks associated with it.

The nature of cooperation is an other important factor, reflecting the degree of 

integration between the alliance members. The more the partners integrate their 

activities and structures, the larger the potential profits through cost savings, increased 

efficiencies and rationalized operations. On the other end of the dimension, there are the 

losses in sovereignty, that could even refer to perceived losses in identity. The degree of 

integration in this study is considered to reflect the organization of the alliance structure, 

i.e. the governance design; not so much the coordination and integration of activities 

between single members, i.e. the division of tasks.

A partially overlapping factor to integration is the division of labor between the 

members of the net, i.e. the scope of the actors’ activities. Here, a conceptual distinction 

has been made between the degree of integration and the division of labor although 

there may be considerable overlap between those factors empirically. The division of 

labor is here understood as a continuum, in the first end of which are highly specialized 

operations of individual airline companies; in the other end, more generalized activities. 

In other words, specialization refers to an increased coverage of single actor’s activities, 

or correspondingly, joint common activities comply to generalized activities due to 

shared “production” and joint common resources. In the airline industry, the division of 

labor could typically refer to the route networks of single airline companies, i.e. global 

versus local or regional operations, in which the geographical location is an important 

determinant of the area of specialization. One way to maximize the efficiency and 

effectiveness of operations is the maximization of specialization. This on the other 

hand, increases alliance commitment, and necessitates a higher degree of integration.

Based on a variety of ingredients of previous research, this study makes the hypothesis 

that the most important variables affecting role determination of single airline 

companies include the principal sensemaking of the alliance, the significance of alliance

76



advantages and value creation compared to the potential problems and costs of 

cooperation, the maximization of trust and minimization of risks, the balance between 

autonomy and integration; and the optimal division of labor in the net. Additional 

variables could include e.g. the fit between single actors’ competitive orientations, the 

leverage of competencies, the differences in size, background and power positions 

between the actors, the match between individual and mutual interests, and the principal 

type of value creation sought (e.g. marketing versus efficiency seeking alliances). This 

assumptions are summarized into the study’s general frameworks presented in the 

following chapter.

4. General Frameworks and Methodology

In this chapter, the general approach for the empirical part of the study is formed on the 

basis of the assumptions and conclusions made during the conceptual analysis and 

airline industry discussion in the previous chapters two and three. The most essential 

elements are then summarized into the study’s general frameworks to be presented in 

the following section. Furthermore, the methodological choices, the flow of the 

research process, and the validity and reliability of the study are briefly discussed in 

order to assure the reader of the justification of the chosen methods.

4.1. Research Approach and the Framework for the Study
According to Miles and Huberman (1994:18), the conceptual framework explains the 

main things to be studied, i.e. the key factors, constructs or variables; and the presumed 

relationships among them. In this study, the general framework will draw together 

several pieces from previous research primarily on IOR formation, alliances, inter- 

organizational networks and identity creation. The point of focus is role creation, i.e. 

role definition and settlement, in international airline alliance networks.

77



As stated in the previous chapters, the network identity of a single actor in this study 

refers to the actors’ basic role definition, i.e. how the firm sees itself as a part of the 

network, and how it will be seen by the other members net. The contribution of 

expertise (a unique set of activities and resources) of a single actor into the overall 

activity pattern and resource constellation of net gives it a meaning in the eyes of others, 

and thus, represents its identity and role in the net. Furthermore, a deliberated match 

between the special contributions of single actors, i.e. the supplementing roles of 

individual actors within the network construction, is considered as a crucially important 

prerequisite for both general and organizational sensemaking and the acceptance of the 

alliance within member companies. Furthermore, the study will hypothesize that a 

shared understanding of the mutually beneficial need for the alliance is essential for the 

actor companies to locate them selves as a part of the alliance and consequently, to be 

able to create an identity as a network member.

In this study, role creation is considered as a process containing a pre-alliance partner 

matching stage in order to try to secure the rationale for the alliance in the first place 

which includes the selection of most appropriate partners available; an alliance 

agreement stage with the basic role definition (a special contribution of excellence that 

supplements the overall network) as a primary area of emphasis; and finally, an alliance 

implementation stage for role settlement. These assumptions are summarized in the 

study’s first general framework (figure 4.1. in the following page). Role settlement, in 

turn, is assumed to depend on several factors as discussed in the previous section 3.3.2. 

Nevertheless, role settlement is simultaneously supposed to be a dynamic process which 

evolves over time, although the dynamics of role creation and settlement will not be the 

primary area of emphasis in this study. On the contrary, this study will sum up some 

potential variables assumed to have an influence on role settlement. These variables will 

then constitute the study’s second general framework which is presented to be content 

to three continuums. The three dimensions are labeled as: 1) objectives and 

commitment, referring to the balance between potential benefits and costs of 
cooperation, as well as the balance between trust and risks attached to the alliance; 2) 

the nature of cooperation with regard to the degree of integration between the members 

of the net (primarily from the perspective of network design and governance); and 3) the
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division of labor in the net reflecting the coordination and scope of activities between 

the members (see figure 4.2.). The figures 4.1. and 4.2. will represent the study’s 

general frameworks and the approach applied in the empirical analysis.

Figure 4.1. General Framework 1: Alliance Formation and Role Creation
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Figure 4.2. General Framework 2: Factors Affecting Role Settlement
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4.2. Research Methods and Implementation
This study is conducted via single case study research strategy. According to Eisenhardt 

(1989:534), a case study is research strategy that focuses on understanding the dynamics 

present within single settings. Yin (1994:13), for his part, defines case study research as 

empirical inquiry that investigates a contemporary phenomenon within its real-life 

context, especially when the boundaries between phenomenon and context are not 

clearly evident. Furthermore, the case study inquiry copes with a technically distinctive 

situation in which there will be many more variables of interest than data points. As a 

result, the case study relies on multiple sources of evidence and benefits from the prior 

development of theoretical propositions to guide data collection and analysis. (Yin, 

1994:13) These definitions apply to the present study as well.

There are several reasons for choosing the case study method as the research strategy. 

Firstly, the case study method is suitable for investigating real life events such as 

organizational and managerial processes (Yin, 1994:1). They also permit the evaluation 

of selected issues in depth and detail (Patton, 1990:13). In this study, the research 

question (factors affecting the definition and settlement of role within an alliance 

network context) examines real life processes which require a multitude of detailed in 

depth information to be evaluated appropriately.

Secondly, according to Yin (1994:4), the choice of the research strategy depends on 

three conditions, namely on the type of research question posed, on the extend of 

control an investigator has over actual behavioral events, and, on the degree of focus on 

contemporary as opposed to historical events. This study focuses on contemporary 

events and could be described as exploratory, where the author has no control over 

behavioral events.

Thirdly, the rationale for a single case justifiable if the case represents an extreme or 

unique case. This study investigates a new cooperative phenomena in the airline 
industry, that has not yet been subject to significant amount of research, at least not 

from the perspective applied in this study. The case company also is a unique case in 

that sense that it is the only Finnish airline company and has no national competitors in
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its home markets. Furthermore, the creation of role and identity is always very context 

specific and can also be considered as a unique process content to experiences and 

interpretations. As a consequence, the selection of single case study method as a 

research strategy seems justifiable.

Case studies have, however, been criticized as scientific research strategy methods, 

because they lack statistical validity (Gummesson, 1991:77). According to this view, 

case studies can be used to generate hypotheses, but not to test them, because case 

studies provide little basis for scientific generalization. This risk applies especially 

strong in the context of single case studies. Case studies do, however, not aim to 

statistical generalizations in the first place, but to “analytical generalization”, i.e. to the 

expansion and generalization of theoretical propositions. (Yin, 1994:10) In other words, 

a previously developed theory is used a template with which to compare the empirical 

results of the case study. Especially in single case studies, the investigators have to 

remember that although their research may provide very rich and detailed in-depth 

information, the results may be poorly representative, as they only provide limited 

information for replication, (see e.g. Alasuutari, 1995:143)

To be summarized, remembering the limitations, the single case research strategy seems 

to be an appropriate choice for this study. In the following chapters, the process of 

research design, data collection and data analysis will be further illustrated.

4.2.1. Data Collection
Case studies typically combine data collection methods, such as archives, interviews, 

questionnaires and observations; and the evidence may be qualitative (e.g. words), 

quantitative (e.g. numbers), or both (Eisenhardt, 1989:534-535). In quantitative analysis 

the argumentation is based on numbers and on systematic, statistical relations between 

the numbers. A qualitative analysis on the other hand, can be characterized as a means 

to explain or make sense of phenomenon without using frequencies with which 

something occurs together with or as a result of another as an evidence. (Alasuutari, 

1995:7-8)

81



According to Koskinen (2000), the most fundamental qualitative research methods for 

data collection include interviewing (structured, semi-structured and in-dept), the use of 

documents and observation (including participation in the setting). The empirical 

analysis of this study will base primarily, on a series of personal interviews with the 

case company employees, and secondarily on documents, as well as the author’s 

personal experiences and interpretations as a company employee. The interviews were 

targeted to persons in the marketing division of the company that were experiencing the 

influence of the new alliance membership (former colleagues of the author), or were 

thought to possess a good perspective on issues to be studied (management level 

interviewees). An additionally important criteria was naturally the willingness of those 

persons to cooperate. The issues of the discussions varied according to the special 

knowledge and interests of the interviewees, nevertheless, all discussions stayed at a 

very general level because of confidentiality and sensitivity issues. So there was no 

rigid list of detailed questions, but some primary important issues were brought up in 

every interview. Interviews were choused as the one of the main sources of data 

collection because study the concentrated on structuring meaning to events, i.e. the way 

in which people conceive of and classify thing s. According to Alasuutari, (1995:42), 

the material for that kind of studies has to consist of texts, where the interviewees speak 

about things in their own words, not of questionnaires where they have to answer 

predefined questions by choosing predetermined alternatives.

There were totally 16 interviews with case company employees. Six of them were 

management level interviews that formed the most significant base of the analysis. The 

rest of the interviews composed two operational level interviews, two pilot study 

interviews, and two test interviews in order to evaluate the coverage of list of potential 

questions to be identified to guide the interviews. Naturally, the coverage of those 

questions varied according to the special areas of knowledge and interest of the 

interviewees, as well as on the basis of their position within the company. A list on 

general areas of importance for the study is provided in a form of potential questions as 

an appendix.
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The data collection process began during the spring 1999 with a small pilot study with 

two management level interviews. These interviews were very general in nature but 

increased the author’s knowledge on the industry. Before that, she only had familiarized 

herself to the subject in theory by writing her Bachelor’s Thesis on alliance formation 

and competitive strategies in the airline industry. In the beginning of the summer, she 

was then employed by the case company, and started to collect secondary material for 

the Thesis. By the end of the year, six operational level interviews were conducted with 

former colleagues.

The primary interviews, i.e. management level interviews were, however, conducted 

during the spring 2000. The management level interviewees were first contacted by a 

letter or email, in which the purpose of the study was explained, and their willingness 

for cooperation was asked. Some of them were also contacted by phone. After the 

agreement of cooperation, the dates for the interviews were agreed.

The average length of all interviews was approximately 45 minutes. All interviews were 

recorded by tape and transcribed afterwards. The interviews were conducted at the case 

company’s facilities at the Helsinki-Vantaa airport, and the language of the interviews 

was Finnish. There was no detailed list of questions to be followed rigidly. However, 

some primary important issues for the study were brought up in every interview. The 

perspective of the questions was naturally slightly different between management and 
operational level interviews. A list of on the dates of the interviews and the interviewees 

is also provided as an appendix.

In addition to the interviews, the use of company data bases (intranet), employee 

training material, personnel newspapers, and open publications composed an important 

part of the empirical data used for the study. Also own interpretations and experiences 

as an employee of the company may have influenced data analysis. In addition to the 

primary data, secondary data in the form of annual reports, public documents and 

customer information was also collected and used for the analysis.
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4.2.2. Data Analysis
Data analysis is the process of bringing order, structure and meaning to the mass of 

collected data (Marshall and Rossman, 1995:111). According to Yin, (1994:102) data 

analysis consists of examining, categorizing, tabulating or otherwise recombining the 

evidence in order to address the initial propositions of the study. When comparing the 

empirical findings with the previous literature and the initial framework of the study, it 

is important to ask what is similar to, what are the possible contradictions, and why is it 

so (Eisenhardt, 1989:544).

In this study, the author wanted to analyze the evidence in the light of the study’s 

general frameworks, based on previous research and constructed in the theoretical part 

of the study. First, existing documents and data gathered from training programs, 

personnel newspapers and company data bases was analyzed with reference of the 

general study approach. The interviews, on the other hand, were first transcribed, and 

then grouped according to the dimensions of the general framework. After that, the 

findings were compared with each other, with other data sources, as well as with the 

authors own experiences as an employee of the company. Finally, the data was 

examined in order to find similarities of contradictions with the previous literature 

discussed.

4.2.3. Validity and Reliability of the Study
There are several measurements for the quality of qualitative research. For example 

Miles and Huberman (1994:277) review some standards used in the assessment of 

quality, e.g. objectivity, reliability, internal validity and external validity. Yin (1994:32- 

38) for his part, states that at lest four criteria should be used, namely construct validity, 

internal validity, external validity and reliability. Those standards are briefly discussed 

in the following paragraphs.

The basic issue in objectivity is the relative neutrality and avoidance of 

unacknowledged research biases. Objectivity might be jeopardized e.g. due to private 

third party interest or managerial obligations. In this study, the goal was to implement a
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purely academic research as the study represents no hired commission by the case 

company. However, as a consequence the sensitivity of the current issues for the case 

company, there were some juridical hindrances in receiving permission to conduct the 

empirical study in the company first of all. As a consequence, the author was not 

allowed to go very deep into the subject in the interviews which results to the analysis 

staying at a rather general level. Furthermore, she also was obliged to be very careful in 

her interpretations, and could thus not directly express critic against the alliance or 

emphasize potential problems within it. Consequently, the analysis can not be as 

comprehensive as it could have been without those limitations. Furthermore, the 

objectivity criteria of the study should receive special attention by the reader 

him/herself.

Validity has generally meant whether a particular method measures what it is intended 

to measure. According to Yin (1994:33), a study’s construct validity can be increased 

when establishing correct operational measures for the concepts being studied, and 

using multiple sources of evidence. In this study, the interviews in addition to the 

company’s internal data bases compose a major source of primary information, 

although other sources of data are also used in the analysis. Again, as a result of the case 

company’s concerns about the sensitivity and confidentiality of the alliance’s internal 

relations every fact described as an evidence had to be conformable by another data 

source.

Internal validity, on the hand, means that the causalities between different factors have 

to be demonstrated to the reader by the author. Internal validity only concerns causal 

and explanatory studies; and therefore does not apply to this study. (Yin, 1994:33)

External validity measures the generalizeability of the findings. The ability to generalize 

the findings in case studies typically refers to analytical generalization (see page 81). In 

this study the purpose was to test a theoretical concept, the study’s general frameworks, 

in a real life situation. Because of the type of case design (single case study), the 

primary substance of the study was not aiming to comprehensive generalizations, but to 

point to some suggestions for future research.
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Finally, to the reliability of the study. Reliability refers to the consistency in reaching 

the same results, if the data collection procedures are repeated. In other words, the 

major question in assessing reliability is whether the process of study is consistent and 

stable over time and across research methods which leads to the minimization of errors 

and biases in a study. (Yin, 1994:36-37) As stated before by the evaluation of 

objectivity, there were some juridical constrains as a result of sensitivity issues limiting 

the reliability of this study. The author was not allowed to freely utilize all material. The 

main methods for increasing reliability in this study were, however, the use of case 

study protocol, and the recording of all interviews. As a major part of the data consists 

of opinions and interpretations made by both the interviewees and the interviewer, there 

is a concern of reliability and objectivity in this manner. However, it can be summarized 

that after these considerations on objectivity, validity and reliability, the assessment of 

research quality eventually remains to be made by the reader.

5. Findings and Discussion

This chapter will illustrate a real life case on role creation in a network context. The 

analysis will follow the general frameworks of the study presented in the previous 

chapter four. The empirical case study tries to discuss the definition and settlement of 

role of the Finnish national airline company, Finnair, as a member of the global 

Oneworld alliance. First, some general background on the emergence of the Oneworld 

alliance is briefly discussed as an illustration to the general sensemaking of the alliance 

in first of all. Then, the case company will be shortly introduced to the reader. After this 

brief introduction, the rationale of the alliance will be discussed from the case 

company’s perspective in order to enlighten organizational sensemaking for the alliance 

membership. This evaluation of the background information should then have laid the 

foundation for Finnair’s basic role definition (compare figure 4.1.). In the end of the 

chapter, the study will focus on different variables supposed to have an effect on role
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settlement. This discussion will be guided by the second framework of the study (figure 

4.2.). First, however, some background for the Oneworld alliance.

Figure 5.1. Pre-Alliance Background

Alliance Formation Process

Pre-Alliance
Matching

Alliance
Agreement

Alliance
Implementation

J L J L

Partner Selection
Role

Definition
Role

Settlement

Ж 3 3
General
Sensemaking and 
the Rationale of

Organizational 
Sensemaking and 
the Fit between 
Individual Roles

•Objectives and Commitment 
•Nature of Cooperation 
•Division of Labor

Cooperation

5.1. Pre-Alliance Background: Case Finnair and Oneworld
As already acknowledged in the study, there are numerous factors that motivate and 

explain the rationale of the newly emerging types of global reaching multi-partner 

alliances in the airline industry. However, the most important reasons identified 

particularly by the Oneworld alliance members were first, the changes in the business 

environment, including the foundation of the first global alliance, the Star alliance; and 

second, the changes in customer demand and behavior. The contemporary changes in 

the current airline industry have already been discussed in the previous chapter three 

which explains the great competitive pressure perceived by the airline companies, and 

the attractiveness of cooperative arrangements. However, the today’s customers are also 

becoming more and more global, i.e. they fly more internationally; a trend that has lead 

to a new set of requirements for seamless travelling. The current airline customers 

require more choices in destinations and connections as well as reward and recognition 

throughout their journey. The extent of the airlines’ route networks may have, in fact, 
become a critical success factor for airlines to survive. As to the recognition, here
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referring to the development of FFPs; most airlines are now working towards enabling 

loyalty miles to be earned and redeemed in the same manner on partner carriers as on 

their own flights.

According to various data sources of this study, the primary reason for airlines to form 

alliances appears to be the networking and marketing power sought due to cooperation. 

Airlines in mutual cooperation thrive to form new traffic flows ultimately leading to the 

re-division of previous traffic flows. In other words, some passenger flows are 

channeled to be carried out by the partner airlines. Via this kind of re-division and 

rationalization, each airline in mutual cooperation with certain other airlines gets more 
passengers and more revenues, and is not forced to find them by heavy investments in 

fleet and other assets. Cooperation also enables additional benefits that are extremely 

difficult to offer by any single airline alone, such as increased resources for e.g. R&D 

investments.

ONEWORLD
The Oneworld alliance was originally founded by five airlines - American Airlines 

(AA), British Airways (BA), Canadian Airlines (CP), Cathay Pacific (CX) and Quantas 

(QF) - that joined forces in September 1998 to create a customer offering that shall 

cover the globe. The cooperation was implemented by the founder members on 

February 1st , 1999. Today, the alliance has 8 member airlines and flies over 670 

destinations. In addition to the original founder airlines, Finnair (AY) and Iberia (IB) 

joined the alliance on September 1st, 1999. The alliance will soon receive two additional 

members when Lan Chile and Aer Lingus operationalize cooperation during the 

summer 2000. Before that, the alliance will experience its first exit in the beginning of 

June 2000, when Canadian Airlines, one of the founding members the Oneworld 

alliance will leave the alliance due to being acquired by Air Canada, a member of a 

competing alliance.

According to the definition of Oneworld members, the Oneworld alliance is a global 

customer offering that consists of a group of quality airlines, all market leaders in their 

own most essential target markets. Oneworld is not a merger, nor a simple code-share
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agreement or a marketing alliance, although it provides a sub brand for the individual 

member airlines and includes code-share cooperation. Furthermore, cooperation shall 

provide the customers of the partner airlines benefits that the member airlines could not 

contemplate alone; benefits that shall make world travelling easier, rewarding and 

secure, i.e. more value to the customers. In practice, the goal of the alliance is to be the 

world’s leading airline alliance, base on strong brand leaders, to introduce innovative 

and motivating customer benefits and leverage expertise between the members in 

innovation, product development and customer communication. On the whole, the 

mutual direction of development includes e.g. distribution channels (i.e. agents, sales 

offices, etc.), synergy benefits (such as ground services, systems improvements, 

purchases, etc.), and especially new benefits for regular customers. (Oneworld core 

training script and training programs during summer 1999)

FINNAIR
Finnair, the Finnish Flag Carrier is the only national airline company in Finland with the 

Finnish government as a major shareholder (58.4%). (www.finnair.com) The 

predecessor of Finnair, Aero Oy, was founded in 1923, making Finnair the sixth oldest 

scheduled airline in the world still operating. From the 1920’s until 1960’s the airline 

operated routes between Finland and the Baltic countries, Scandinavian countries, 

domestic flights and some cities in Northern Europe. Towards the end of the 1960’s the 

demand for leisure flights started to increase strongly and the company increased 

considerably its non-scheduled supply. The 1970’s was the decade when 

intercontinental traffic started to grow - first to North America and then to the Far East 

during the 1980’s. (Seristö, 1995:152-162)

Finnair Group today operates in four main areas: aviation, travel agencies, tour 

operations, and in other sectors such as catering, travel information and reservation 

services. The Group comprises 11 Finnish and 14 foreign subsidiaries and two real 

estate companies, and employs approx. 11 100 employees. The parent company, Finnair 

Oyj. is a public limited company focusing on flight services with an average of 9000 

employees. The subsidiaries provide air traffic supply services or operate in closely
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related areas. About 80 percent of the Groups turnover comes from flight operations. 

During the 1999/2000 financial year Finnair carried a total of 7 683 400 passengers. 

(www.fmnair.com)

Finnair’s route network today covers 50 international destinations. The company’s own 

long-haul routes fly to New York in North-America, and Singapore and Bangkok in the 

Far East. Finnair also flies to Tokyo and Beijing non-stop across Siberia. Within 

Finland, the company covers 21 destinations which makes its domestic network one of 

the densest in the world in relation to population. The company’s market share in 

domestic markets is over 95%; within Finnish international scheduled traffic over 60%. 

In addition to regular scheduled traffic Finnair operates leisure traffic to more than 60 

destinations. The fleet of the company comprises 57 aircraft.

(www. F innair. com)

Finnair Company Goals
According to Finnair’s general strategy and goals (CEO briefing 22.06.1999) the 

company wants to be rated as the best overall airline in Scandinavia by the customers. 

Additionally, the company wants to grow profitably with a sound growth rate; and, it 

also wants to be ranked in the front line of European carriers in certain areas, such as 

punctuality and service quality. Vis-a-vis important strategic areas Finnair wants to 

retain its key position in the domestic market.

Furthermore, it has been found by the company that the improvement of cost efficiency 

and effectiveness is critically important in order to boost competitiveness in many 

contexts. One of the most important areas for development seems to be an even closer 

monitoring on how and where the company operates. As a consequence, Finnair has 

started a rationalization process to identify and eliminate unprofitable routes and 

simplify the fleet structure in the long term. The joining to the Oneworld alliance is an 

additional sign of this rationalization process.

(CEO briefing 22.06.1999; annual report 1999/2000)
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The previous passages have shortly illustrated the basic rationale for the emergence of 

the Oneworld alliance in the first place, in addition to a short introduction to the case 

company, Finnair. In the following section the study will move on to Finnair’s role 

creation as a Oneworld alliance member.

5.2. Role Definition and the Rationale for Cooperation
It is assumed here that both general and organizational sensemaking of the alliance are 

important prerequisites for role creation and a successful implementation of the alliance. 

In the previous section, the general sensemaking of cooperative behavior was discussed 

at the industry level, that is, why the Oneworld alliance was founded in the first place. 

In the following section, the study will focus on organizational sensemaking, i.e. the 

alliance membership will be shortly discussed from Finnair’s point of view. Emphasis is 

put on factors which seem to have resulted to the decision that Finnair chouse to join 

particularly the Oneworld alliance among other alternatives, i.e. the factors influencing 

partner selection. The study will follow the standpoint of previous research suggesting 

that successful partner selection primarily depends on the complementary of assets, trust 

creation potential, and a shared understanding on potential advantages due to 

cooperation (such as the potential for synergies). The above described factors 

influencing partner selection simultaneously illustrate the new partner candidate’s (in 

this case Finnair’s) primary attractiveness, the special contribution that it is expected to 

make into the overall network’s activity chain and resource constellation, i.e. the 

reasons which make it attractive in the eyes of the other alliance members. Furthermore, 

it becomes evident that this primarily attractiveness has basically laid the foundation for 

Finnair’s primary role definition within the Oneworld alliance.
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Figure 5.2. Role Definition and the Rationale of the Network Membership
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5.2.1. Why Did Finnair Join Oneworld

In the changing business environment, it was perceived critically important by a small 

airline company like Finnair to secure continuous growth and visibility both in the home 

market as well as in more distant markets. When comparing the alternatives for growth, 

it was obvious that internal growth would have been impossible to accomplish, as a 

consequence of this alternative being far more expensive for a small company, as well 

as too slow. External growth, on the other hand, due to mergers and acquisitions 

strongly contradicted the company’s perception of itself. Finnair has a strong Finnish 

identity and image, associated with long traditions of national pride. Furthermore, 

according to the company’s general strategy, the aim for the future was to continue as 

an autonomous and profitable airline company with regard to the changing market 

conditions. As critical success factors the company perceived competitiveness in quality 

and price, as well as flexibility towards the changing requirements of the company’s 

markets.

The second alternative for external growth was growth due to alliances and cooperation, 

the current trend of the airline industry. At the time of the decision, the industry was 

experiencing the emergence of first two big airline blocks (Star and Oneworld) in
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addition to two or three smaller alliances just at the early stages of development. It was 

recognized highly probable by the current management of Finnair that the trend towards 

this type of multi-partner alliances would be continuing one; and that the airlines 

outside the alliances would soon have to decide which camp to join. Otherwise, they 

would be left outside the competition, and would probably not be able to survive alone. 

As a consequence, Finnair decided at a rather early state to join in one of the biggest; 

and pursuit growth and strength due to cooperation. In fact, teaming up was seen as the 

only way to survive in the first place.

It has been argued on previous research that the decision to join an alliance should 

always fit in with the firm’s overall strategic plan and must not be a choice of 

convenience that is just because the opportunity arose (see e.g. Forrest, 1992; or, 

Spekman et. al., 1998). Furthermore, there should always be a “fit” between the alliance 

partners, especially when partnering takes place between organizations of different size 

and/or cultures. From the potential partner alternatives at the time of decision, 

Oneworld was seen as the best available partner for Finnan in its aspiration of 

competitiveness, greater customer benefits and security for the future. As Finnair’s 

resources are limited in terms of route network, aircraft and other assets, joining an 

alliance provides the company a chance to be stronger.

The route networks of Finnair and the ones of the rest of the Oneworld airlines seem to 

create a mutually beneficial match for all member airlines and extension of the 

network’s overall route coverage. According to all interviewees, this match between the 

route networks of the members was the utmost important motive for both Finnair 

chousing Oneworld, and Oneworld wanting Finnair. For Finnair, there were three, 

maybe four other options to choose from besides the Oneworld-alliance. Those other 

alternatives will be shortly discussed according to relative importance in the following 

paragraphs.

The first alternative would have been the Star alliance. This would have been a 
substantial alternative for Finnair, if the toughest competitor of the company, SAS, had 

not managed to join the alliance before Finnair. Finnair had a long partnership with
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Lufthansa (LH), which had recently been determined by LH that choused to switch its 

Nordic partner to SAS. Without SAS being a part of Star, Finnair’s decision to join 

Oneworld may have been much less obvious. Besides Oneworld, Star would have been 

big enough to offer strength, visibility and support for Finnair; and perhaps even a more 

convenient main-hub in Frankfurt. Finnair did, however, not want to join the same 

alliance as its worst competitor because of concrete interest conflicts. Finnair and SAS 

compete in the same main markets, have too much overlap in their route networks and 

compete from the same customer basis. These two companies have tried cooperation 

before in the 19960’s at the times of Gunnar Korhonen as the CEO of Finnair. 

Nevertheless, the success of previous experiments has always been rather poor. 

Naturally, there would have been also other reasons, not to choose the Star-alliance, 

such as the exclusivity agreements that Star requires from its members, as well as 

potential problems in the Western intercontinental (Atlantic) connections.

Second, Finnair could have joined Qualifyer (current Atlantic Excellence), the alliance 

where Swissair, one of Finnair’s most essential and long-term partner, was active. As 

said, Swissair was and still is, one of Finnair's most important partners for cooperation. 

At the time, however, this alliance was not perceived strong and big enough by 

Finnair’s top management, to offer notable visibility, support and continuity for the 

company in the long-term to secure the future.

The third alternative would have been to join the Wing group around KLM and 

Northwest. This alternative was not seen as the most appropriate choice because of the 

(miss)fit between the route networks of Finnair with the US partner, Northwest. The 

problem for Finnair would have culminated into the creation of over-Atlantic 

connections for the Scandinavian travelers. Northwest does in practice not operate into 

the Kennedy airport in New York at all, which on the other hand, is Finnair’s main hub 

in America. Additionally, there may have been some problems with the perceived 

orthodox attitude of KLM towards other bilateral cooperation agreements with non

alliance airlines at the time.
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The last alternative then, would have been to cooperate with Air France or an other 

larger airline which had not (at the time) formed a group of cooperative agreements with 

other airlines. This was, however, not what the company was primarily looking after, 

i.e. continuity, stability and security for the future.

Figure 5.3. Finnair’s Strategic Options

Finnair’s Strategy Alternatives

oneworld
Internal

Growth
Strategy

External
Qualiflyer

Other partners

Based on the previous discussion above, it can be concluded that there were several 

motivating drivers for the company both for the teaming up in the first place, as well as 

for choosing to ally particularly with the Oneworld alliance among the alternatives. All 

in all, the decision to join Oneworld was perceived as the most sensible option by 

Finnair’s management at the time of decision. A particularly important issue in the 

decision was that Oneworld did not require any kinds of exclusivity agreements, i.e. 

prohibitions or restrictions for having cooperative relationships with other, non- 

Oneworld airlines. For Finnair, those other partnerships were strongly needed and 

wanted besides the Oneworld-agreements, and especially the long term partnership with 

Swissair was still very important. However, the continuity of those old partnerships 

which did not directly compete with any Oneworld-airlines, were regarded as positive 

by Oneworld in addition to the other sides concerned.
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Besides the primary motives and reasons to join the Oneworld alliance, there were 

naturally additional drivers for cooperation, i.e. advantages to be gained due to alliance 

membership without reference directly to any specific alliance. It seemed to be the best 

alternative available, however, to start cooperation with Oneworld. As the Finnair CEO 

Keijo Suila put it, “Finnair chouse to join the Oneworld alliance because of its 

capability of offering us the strongest and most integrated whole in the long term.” 

(CEO briefing, 22.06.1999) If it will be the best alternative for cooperation in the long 

run will remain to be seen as the time goes on. According to all interviews of the study, 

however, at the current time the decision appears to make sense at all levels of the 

company.

5.2.2. Why Was Finnair Wanted

The reasons for the others wanting Finnair into the alliance reflect Finnair’s special 

contribution to the common good, i.e. its role in the alliance. One of the most important 

reasons why the company was seen attractive by the other members was due to its 

geographical location. Oneworld did not have any other airline covering the “Nordic 

dimension” as a main market area, so the company was seen to able to bring an essential 

extension or supplement to the alliance’s overall route coverage.

Finnair was able to provide that extension to the Oneworld network as it has a strong a 

strong Nordic coverage as a strong domestic and Scandinavian home base. In 

1998/1999, the total number of international passengers arriving at and departing from 

Helsinki was approx. 4.5 million, of which Finnair carried ca. 65%. addition to the 

domestic market and Scandinavia, Finnair’s coverage of the Nordic dimension contains 

the rest of the Nordic countries with Baltia, and the Gateway to Russia. Finnair also has 

a vast route network in Northern Europe. The proper coverage of this Nordic area is, 

according to all interviews and other data sources, the utmost important strength of the 

company as an alliance member.

An additionally important factor affecting the willingness of other Oneworld members 

to accept Finnair as a new alliance member was probably the fact that Finnair had had a
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previous cooperative relationship with one of the most powerful Oneworld members, 

British Airways (BA). Generally, it has been emphasized by several IB-scholars that a 

history of successful past transactions increases the predictability and reliability of 

parties and consequently, the parties may place greater reliance on others not to act 

opportunistically (Ring and Van de Ven, 1992:489). In other words, familiarity is 

argued to breed trust within cooperative relationships. A long term partnership with a 

powerful, respected alliance member may have significantly increased Finnair’s status 

in the eyes of the remaining alliance members.

There may have been numerous additional strengths of the company that might have 

affected the perceived attractiveness of the company as a new member of the alliance, 

such as Finnair’s good reputation as a trustworthy, high quality airline, having reliable 

know-how on many areas. Additional suggestions as the company’s special strengths or 

areas of expertise that was shared by most of the interviewees, was the wide spread 

technical development of Finland (infrastructure), referring to the advantaged, world 

widely recognized information technology and the pioneering high-tech image of the 

country. Also Finnair as a company among other airlines was seen to have a reputation 

of progressive thinking or a “pioneer attitude” towards new solutions. An other 

interesting belief that came up in many discussions, was the notion that Finnair as a 

small (and thus perhaps a more flexible) company might be able to show and teach the 

bigger airlines, how to make decisions faster and adapt to new situations more flexibly. 

In addition to these factors, the airline specific technical expertise (e.g. as a result of 

environmental stipulations), the CRS used by the company (Amadeus) as well as the 

good reputation of the Finnish pilots were mentioned during some of the discussions, 

although not as the most important factors influencing other organizations’ perceptions 

or prejudices on the company.

To conclude, it appears that the most important factor for the attractiveness of Finnair in 

the eyes of other Oneworld members has been its geographical location and the strong 

route network coverage of its home region in Northern Europe that established a good 

match with the other Oneworld members’ route networks. Other factors may have 

supported the decision, although it is difficult to evaluate the significance of those
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additional variables. However, according to this study, these factors seem to have 

formed the basis for Finnarir’s role definition. The geographical location and the 

resulting coverage of the Nordic dimension seem to establish a logical functional role 

definition for the company. In the following section, the study will move on in the role 

creation process and focus on alliance implementation, and to some potential factors 

affecting role settlement.

Figure 5.4. Alliance Implementation and Role Settlement
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5.3. Factors Affecting Role Settlement
According to the general frameworks of this study, the basic role definition is the point 

of departure for role settlement. In the succeeding sections, the determinants of role 

settlement will be further discussed on the basis of the second framework of the study, 

and the empirical evidence. First, the study will focus on the issues of alliance 

objectives and commitment. The objectives of the alliance in this study are presumed to 

comprise the maximization of benefits and minimization of potential problems and costs 

due to cooperation; and the balance between trust and risks within the alliance. Then, in 
the second part of the section, the nature of cooperation is briefly introduced. This part 

is thought to comprise the issues related to autonomy and independence; and their
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influence on the degree of integration. Finally, the division of labor in the net will be 

discussed on the basis of the degree of specialization and generalization of activities 

within the alliance, and its effect on role settlement.

5.3.1. Objectives and Commitment
As stated repeatedly in this study, the rationale of the alliance is assumed to form an 

important prerequisite for sensemaking and basic role definition. The rationale of the 

alliance here is thought to refer to both general and organizational sensemaking of the 

alliance. As a result, it is hypothesized that all individual alliance members should 

understand the potential benefits attained due to cooperation not only from their own 

perspective, i.e. their private benefits, but also see the potential for mutually shared, 

common benefits as well. Past research has suggested that the alliance members should 

have realistic expectations and a mutual understanding of the potential benefits due to 

cooperation in addition to a balance between individual contributions and individual 

benefits, i. e. value contributed/gained (e.g. Spekman et al., 1998:759). If every member 

company perceives cooperation to be mutually beneficial, the creation of trust may be 

significantly easier. Trust within the alliance member is crucially important, as it is a 

prerequisite for the accomplishment of the majority of benefits due to cooperation.

In the following paragraphs, the Oneworld objectives will be further discussed. The 

section begins with the potential benefits due to alliance membership with a short 

illustration of the importance of trust. Then the focus is shifted to the potential risks and 

problems included in the achievement of the alliance advantages.
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Figure 5.5. Alliance Advantages and Costs
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5.3.1.1. Trust and Benefits
Signing the alliance agreement is only the first step. In order to make the alliance work 

and eventually bring benefits to the partners the alliance has to be implemented at the 

operational level. The benefits due to cooperation in the net reflect the integration of the 

activities and resources of single actors into the activity chains and resource ties of the 

other actors, i.e. into the net’s overall activity pattern and resource constellation. 

According to Henrik Arle, the Executive VP in central management, there were four 

main areas of development in the achievement in an alliance, namely consumer benefits, 

shareholder benefits, people (staff) benefits and brand (F.I.N. March 1999). From those 

occasionally more or less overlapping areas, the development of shareholder benefits, 

consumer benefits and brand will be briefly discussed in the following paragraphs.

To begin with the shareholder benefits that culminate in company performance, 

continuous growth and profitability. Cooperation may remarkably improve growth and 

profitability due to increased market power, efficiencies and rationalized operations. As 

result, one of the most important factors for Finnair joining an alliance was the thrive to 

efficiently and effectively extent the company’s route coverage. In fact, Eero Ahola, the 

Executive Vice President and Director of Commercial marketing, has argued that at a 

general level the extent of the airlines’ route network has become “the critical success 

factor” for the current airline companies. (OKAY, 9/99) Finnair’s former route network 

(before joining Oneworld) comprised 75 destinations, 50 of them abroad, well satisfied
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70% of its customers’ requirements in terms of destinations (F.I.N. July/August, 1999). 

Compared to the current offering as a part of the Oneworld-alliance, Finnair now 

contemplates its customers a route coverage of about 700 flight destinations in 143 

countries via its partner airlines. For a small company with limited resources, such an 

extension in its route network would not have been possible without the resources of the 

partner airlines. The extension of the route network was additionally identified as the 

main objective of cooperation, and the most significant advantage due to alliance 

membership also by all the management level interviewees.

In addition to the increased number of flight destinations, the member airlines can also 

re-divide traffic flows, exploit economies of scope and increase the load factors on their 

routes. According to the interviewees, Oneworld has increased passenger flows and the 

profitability at least on certain routes. It is difficult to measure though, exactly how 

much the passenger flows have increased towards the alliance because of two main 

reasons. First, the increased profitability on certain routes may be compensated with 

decreases on other routes. Second, Finnair has only been a member of the Oneworld 

alliance since the first of September 1999, which is not even a whole year yet. As a 

result, changes in passenger flows can not be adequately analyzed until in the future.

Cooperation in the flight operations is not the only area for efficiencies and cost 

savings. There are numerous additional areas where the companies can share cost and 

risks, exchange expertise and know-how, and/or pool resources. Rather easily managed, 

“simple” areas for substantial cost savings can be accomplished e.g. via joint ground 

handling, joint fuel purchases and due to sharing of airport facilities. There are no major 

risks involved in this kind of cooperation, nor a considerable need to increase the degree 
of integration (integration here primarily referring to the governance structure of the 

alliance). There may be, however, some everyday conflicting interests to be agreed on, 

and consequently, compromises to be tolerated. Joined sales offices around the world 

are also an example for potential cost benefits, although there might be more resistance 

towards this type of rationalization, as it necessitates further integration, and might thus 

be considered even as a loss of autonomy in the form of decreased visibility in the 

world markets. An alternative for joined sales offices would be the joint development of
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new information technology (IT) based distribution channels, i.e. electronic commerce 

and ticketless traveling, where the airlines would sell tickets straight to the final 

customers and not through travel agents as they have traditionally done. By doing so the 

airlines could attain considerable cost savings due to not having to pay the agents 

commissions for their services. Generally, its seems that the role of travel agents is 

currently in change. In the past the travel agency was the agent, representative or 

middleman of the airline. However, in the current airline industry the agent’s role is 

moving towards to serving the customers due to other value-added services.

There are also further areas for rationalization, to be exploited during the development 

of cooperation. Those areas do, however, involve a considerable higher degree of 

integration, such as joined fleet investments or joined acquisitions. A raised degree of 

integration, on the other hand, increases the risks and costs of cooperation that may pose 

the actors a feeling of lost autonomy. In the current Oneworld-alliance, integration has 

not yet progressed that far, although these opportunities for further cooperation have 

been recognized by the member airlines. The alliance is, however, still in its early stages 

of development, and has momentarily more topical areas to emphasize on, such as the 

barriers of BA/AA Atlantic antitrust immunity and EU Commission approval; the exit 

of Canadian Airlines from the alliance, and more practice related (e.g. technical) 

challenges.

The second important area for alliance benefits is the development of consumer benefits 

which refers to value creation and value enhancement for the customers. These benefits 

are more or less overlapping with the shareholder benefits discussed in the previous 

paragraphs, because the company’s performance also affects the quality and price of its 

customer offering. For the customers, probably the most visible benefits are to be found 

in the form of increased opportunities for choice, i.e. extended route coverage with 

better connections, harmonized timetables, support during the journey all around the 

world, and standardized FFP programs with extended frequent flyer benefits. The 

Oneworld alliance will emphasize five areas of customer benefits, namely ease, global 

support, value, recognition and reward and quality assurance. In practice this refers to:
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• closer linking of the FFPs that will enable all FFP members to earn and redeem 

miles on any eligible flight and fares of the Oneworld alliance airlines

• access to the member airlines’ exclusive lounges for eligible members of their FFP 

schemes, no matter on the member airlines they are travelling; along with priority 

check-in, stand-by and waitlisting, and preferred seating and boarding

• smoother transfer for passengers travelling across the global networks of the carriers

• greater support, due to employees of each member airline being equipped to assist 

and care for customers with any of the member airlines

• greater value through a range of round-the-world products (e.g. Oneworld explorer 

fare)

The third important area for cooperation is the development of alliance brand that refers 

to global strength and visibility due to joined marketing. The Oneworld brand is a sub

brand which means that the Oneworld brand will appear throughout the Oneworld 

alliance together with each airlines individual brand. The sub brand newer appears 

alone, nor exceeds the individual brands. The aim is to build customer loyalty to the 

common Oneworld brand in addition to the loyalty customers show to each individual 

airline.

In practice, the Oneworld airlines conduct two kinds of marketing communication. 

First, they have joined marketing communication within the Oneworld’s common 

marketing budget. The alliance runs some common, large advertising campaigns that 

increase the visibility of the sub brand as well as the individual brands. Furthermore, 

each airline is allowed to use a limited amount of the common budget according to its 

own discretion. Finnair’s share from the budged that is proportional to its share of the 

alliance’s sales, is rather small. It allows, nevertheless, increased resources for the 

creation of recognizeability and credibility, especially in distant markets. The type and 

form of joint marketing is strictly planned by a group of company representatives 

beforehand, and the single airlines are not allowed to make any local alterations or 

modifications into the material. The second type of marketing communication includes 

each airline’s individual marketing efforts. Generally, the airlines may decide 

independently which brand it wants to emphasize in marketing, the Oneworld sub brand
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or their individual brand. As a general rule, the airlines seem to emphasize their own 

brand in regional home markets, where their recognizeability and credibility is higher; 

and correspondingly, stress the sub brand in distant markets. Based on previous 

discussion, it could be argued that the emphasis of the sub brand increases 

proportionally to the geographical distance of the target market.

To summarize, through its tie-up Finnair has become part of the world’s biggest airline 

alliance and will consequently gain access to the prime resources of the industry, 

identified as capable and devoted staff, extensive network of destinations and lounges as 

well as commitment to the customer (Oneworld core training script). Amid toughening 

competition Oneworld offers Finnair an opportunity to achieve substantial financial and 

marketing advantages, the most important of which include:

• Improved international visibility. Oneworld has ran an extensive advertising 

campaign in leading international newspapers. Finnair could not on its own had 

launched such a large scale campaign, which raises its image and subsequently its 

sales the world over.

• Finnair’s is better able to serve all its customers and its business travelers in 

particular. The chance to offer customers flight connections to 700 destinations and 

200 lounges generated extra sales opportunities particularly among high yield 

business travelers. The merger of FFPs allowed Finnair to expand its customer 

stock.

• Moreover, the opening of new routes and harmonization of timetables, in addition to 

opportunity to utilize joint acquisitions and joint sales offices in the future reduce 

financial risks and generate cost benefits.

Naturally, the extent of benefits the alliance can offer depends on the individual 

companies’ know-how, their ability to cooperate and their commitment to achieving 

these competitive advantages. Here, the most important prerequisites are trust and 

commitment to common goals in spite of potential discrepancies in interests. Common 

goals may be, however, easier to accomplish, if all the member airlines have 

internalized the rationale of the alliance, i.e. that the alliance is mutually beneficial. 

Trust, on the other hand, is largely dependent on the type and form of the cooperation 

agreement between the partners.
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In the Oneworld alliance, the alliance contract is primarily based on voluntary bilateral 

cooperation agreements between individual member companies that appear to be 

mutually beneficial and consequently make sense. At least, this seems to be the case 

among Finnair employees. Furthermore, according to the interviews, the spirit within 

the Oneworld alliance appears to be rather positive, i.e. that all member airlines try to 

negotiate and accomplish things under the spirit of democracy and mutual cooperation. 

Generally, trust building in airline alliances may be easier compared to the majority of 

other industries, as a consequence of the type of cooperation in that particular industry 

sector. Airline alliances are typically aimed to increase market power and traffic flows, 

and/or reducing costs due to rationalized operations. Nevertheless, cooperation rarely 

involves strategic technology transfer or the sharing of sensitive information and 

knowledge (such as e.g. knowledge related to R&D innovations), factors that may have 

a significant role in the establishment of trust among other industry alliances. 

Additionally, as there are only a limited number of players in the industry, a reliable 

image and reputation as a trustworthy partner are crucially important for each airline 

company in order to secure the highly valuable cooperative relationships also in the 

future. Although airline industry cooperation has traditionally been rather loose when 

compared to the forms of cooperation in many other industries; and although the exit 

barriers in airline alliances could be considered as rather low; the identification and 

creation of mutually beneficial and explicitly defined roles within the alliance may 

facilitate trust building and commitment within the alliance, as it gives meaning to the 

cooperation and for all members having the opportunity to gain advantages and 

comparably, making a contribution to the common good. However, as one of the 

interviewees of the study stated, in the current industry environment the airline 

companies should be increasingly careful and aware of alliance conditions when signing 

cooperative agreements.

5.З.1.2. Risks and Potential Problems
Although mutually beneficial and successful alliances can result in synergies and value 

creation to all members involved, even successful alliances are not without their costs
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and risks. In any (competitor) inter-relationship costs and risks can be occurred. The 

costs and risks of alliances can include e.g. costs of coordinating and compromising, 

costs of sharing activities, risks related to differences in power positions and conflicting 

interests, loss of sovereignty and increased dependency on other members, increased 

exit barriers, employee resistance and/or lack of cooperative spirit. In the following 

paragraphs, some Oneworld-alliance specific risks and problems will be shortly 

illustrated according to the empirical evidence from the interviews and other data 

sources of the study.

To begin with the risks related to differences in power positions and conflicting 

interests. Compared to the other members of the Oneworld alliance, Finnair is a rather 

small company, at least in terms of flight destinations, personnel enrollment, passenger 

flows, etc. The significant difference in size results to differences in interests and 

naturally, also in power positions within the alliance. The situation could be compared 

to the one in EU, where the smaller nations with their limited bargaining power have to 

be active negotiators in order to secure their own interests. Although Finnair as a small 

company has less negotiating power than the larger carriers, as an alliance member it 

still has a change to influence the discussions and decisions. It is always better to be part 

of the decision making process, although the company would not always be able to 

affect decisions in a way it has hoped to. Furthermore, although Finnair is small 

company in the light of passenger flows, Available Tonne Kilometers (ATK), or 

additional figures, it still is big and powerful in its home region (in Scandinavia and 

Northern Europe); and hopes to have greater influence on the issues concerning its 

strong areas.

On the other hand, as a small company Finnair has to remember the limitations in its 

resources. It will never be a truly global airline, even if it would like to. As a 

consequence, in order to grow and strengthen market presence cooperation is inevitable 

for the company, in some form or an other. Teaming up offers such an amount of 

potential benefits that staying outside is a considered as a much bigger risk than 

potential interest conflicts within the alliance. Furthermore, the Oneworld alliance is 

still in an early stage of development and integration that the most fundamental conflicts
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in interests may not have even raised up yet. If the alliance will integrate further, the 

amount of risks potential problems will increase proportionally. By so far, the Oneworld 

members have not integrated their administration, fleet, investments or purchases, etc., 

so there are not yet so many areas for disagreements.

An other area for risks and potential problems is the fear of loosing sovereignty, e.g. in 

decision making, and increased inter-organizational dependence. If sovereignty has 

been an integral part of the company’s organizational identity, the employees of the 

company may experience that they no longer are the same (kind of a) company 

anymore. At the general level, changes and reforms often cause anxiety. Making 

adjustments on attitudes is never easy, and particularly, if the people do not know or 

understand why those changes and adjustments are relevant. In other words, 

implementation of reforms is easier if the resulting changes make sense to everybody 

and the alliances has received an institutionalized legitimacy. For the airline company 

employees, it may feel strange or even inconceivable, suddenly to start cooperation with 

former competitors. It is a huge change in attitude to which to they have to adapt. 

Additionally, it may cause them a fear of redundancy, and a feeling of insecurity about 

the future. If they do not perceive a strong identity as a network member, this may cause 

problems. Finnair as a company example seams to have a strong organizational identity, 

where perception of independence appears to be an important element. In spite of a vast 

amount of cooperative agreements, and generally, a very positive attitude towards 

cooperation, the company seams to rank sovereignty and independence at a very high 

level of priority. Nevertheless, according to the shared opinion of the Finnair managers, 

the Oneworld alliance has not had an effect on Finnair’s organizational identity, at least 

not in a negative way. Although now a member of a global alliance within much bigger 

member airlines, Finnair’s individual “raison d’être” seems to be rather strong, 

appreciated, and “well justified” according to the company employees. Furthermore, 

alliance membership does not seem to significantly influence the decision making 

processes of the company either.

When the integration and coordination between the alliance increases, so does the inter- 

organizational dependency. Coordination of activities and resources causes costs and
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risks to the member companies which increases the costs of commitment and 

consequently, decreases the flexibility of individual companies. Here, the creation of 

mutual trust proves to be crucially important. Opportunistic behavior of partners due to 

e.g. sudden exits may cause the remaining partners nasty situations leading to sunk costs 

in e.g. systems adaptations, weaknesses in the alliance’s route coverage, unfilled 

promises of marketing campaigns, etc. In the Oneworld alliance, cooperation is based 

on mutually shared common benefits, although the agreements seam to base on a rather 

loose concept. As a consequence, resigning is, at least at the current state of 

development and integration, still rather easy. An example of sudden exits in the 

Oneworld alliance is the exit of Canadian Airlines from the alliance. (Canadian Airlines 

had to resign Oneworld due to the acquisition of Air Canada, a member of a competing 

airline alliance).

On the other hand, the more the airlines invest in integration and the coordination of 

activities and resources, i.e. in continuity, the more difficult and costly it will be for 

individual members to leave the alliance. The increased mutual dependency increases 

the so called exit barriers and financial risks, in the form of e.g. sunk costs. The same 

applies to other types of investments. In the Oneworld alliance it seems however, that 

these risks and problems are not yet perceived as topical to the alliance as some other 

practical obstacles due to the young state of development of the alliance. Some 

momentarily extremely relevant problems discussed in the following paragraphs.

There are a few rather contemporary problems in the Oneworld alliance that require 

considerable managerial attention. The most troublesome is the lack of EU Commission 

and US antitrust immunity approval. Oneworld has neither received the competition 

approval of European Commission, nor the antitrust immunity of the US Department of 

Transportation which considerably restricts cooperation (especially in code-share, sales 

and pricing) in the European and Atlantic routes. This is, according to all data sources, 

the most difficult problem of the alliance today. The main reason for this is that there is 

not much for the companies to do in order to try to solve the problem, as it is caused by 

a so called third party, the competitive authorities. The concessions that the companies
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(BA and AA) would have to agree to in order to receive the approval, are too big for the 

companies to adjust to.

Besides this huge barrier the alliance faces some practical, every-day problems within 

its activities. These problems are smaller ones, i.e. that kind of obstacles that are 

included in every cooperative arrangement, such as the establishment of a 
comprehensive fit in IT-solutions, making adjustments, finding compromises into 

practical problems, making concessions in negotiations, etc. These are, however, things 

that are manageable, i.e. they can be solved with an appropriate attitude towards 

cooperation. Furthermore, those kind of issues are nothing new in the airline industry, 

but something that the airlines have been forced to deal with in any kinds of cooperative 

agreements in the past.

To summarize, the interviewees of the study seem to believe that although they may as 

a small company experience some potential risk of limited bargaining/negotiation 

power in the context of interest conflicts, this problem is not a new one, nor is it a 

particularly alliance related consequence. Primarily it is a problem of a small company 

among bigger players. Furthermore, the Finnair employees seems to believe that the 

benefits of the alliance fairly exceed everyday practical barriers of cooperation, such as 

a missing fit between individual IT-programs and -solutions, concessions in conflicting 

interests; and in the extreme case, the worst alternative of being left outside the 

alliance. It appears to be that a positive attitude towards mutual cooperation and a spirit 

of good will are the elements that are most essentially needed within the alliance. 

According to the majority of the interviewees, these kind of criteria would also have a 

more significant effect on success and performance than e.g. equity stakes in ownership. 

By so far, the Oneworld alliance seems not to have caused Finnair any new problems to 

deal with, problems that would not have existed within cooperative agreements prior to 

the Oneworld alliance. It has to be remembered, though that the alliance is in its early 

stages of development, and involves only a rather low degree of integration at the time. 

As one interviewee put it, “the alliance still lives the honeymoon phase”.
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5.3.2. Nature of Cooperation
In this section, the nature of cooperation will be further discussed. The nature of 

cooperation in this context refers to the organization of the alliance, i.e. the degree of 

integration between single alliance members, primarily concerning the governance 

structure and the coordination of e.g. decision making and ownership. Unfortunately the 

author faced here some restrictions to data collection, and consequently, does not have 

sufficient information to be able to e.g. properly analyze the nature of the alliance 

contract. As a consequence, the analysis on the degree of integration is conducted at a 

rather general level, and does not provide a deep understanding on the governance 

structure of the Oneworld alliance. It is interesting to note, however, that the more 

benefits the company aims to accomplish via cooperation, the more it must be willing to 

integrate with other companies of the alliance, and thus to some extent give up 

independence. Furthermore, the higher the degree of integration, the bigger the potential 

risks in the case of alliance exits or dissolution. In the following paragraphs, the second 

dimension affecting role settlement of single actors, i.e. the degree of integration, will 

be shortly discussed. First, however, the importance of organizational identity will be 

briefly illustrated with regard to the preservation of independence and sovereignty. 

Sovereignty, in this case, refers to the first extreme of the continuum along the degree of 

integration.

Figure 5.6. Degree of Integration and the Nature of Cooperation
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5.3.2.1. Organizational Identity and Sovereignty

The first extreme along the dimension to integration is full autonomy and sovereignty. 

Every company being part of a cooperative IOR has to some extent give up full 

sovereignty; and simultaneously, reconsider the perception of itself, i.e. identity as an 

organization. The extend to which the member companies stay independent or integrate 

their activities and resources is assumed to affect final role settlements in this study. 

Furthermore, the degree of integration is considered to be closely related to the other 

determinants of role settlement of this study, i.e. the objectives of the alliance, 

containing the advantages to attained and the balance between trust and risks within the 

members; and the division of labor between the alliance members.

It has been hypothesized in this study that organizational identity is an essential factor 

in an actor’s role creation as a network member. The actor’s role, on the other hand, has 

an influence on its willingness to integrate with other alliance members. When 

analyzing the empirical data for this study, the author got the feeling that if a company 

has a strongly positive identity as an organization (as Finnair seems to have as an 

example), it may be easier for it to establish as strong identity as an alliance member, 

because it may then be easier to find and define a “logical”, legitimate place as a 

member as the company strongly believes that it is able to make a mutually beneficial 

contribution to the common good. On second thought, a strong and rigid organizational 

identity may impede changes in attitudes and facilitate resistance to change. 

Nevertheless, it seems logical to conclude that the actor’s usually hope to maintain their 

organizational identity as a part of the network identity.

According to Finnair’s general strategy, Finnair has a strong national, Finnish company 

image with Finnish customers constituting the primary basis for the company’s 

operations. The company tries to reach also international passenger flows, although 

Finnish customers still form the majority of the its customers. The company’s quality 

policy consists of the main ingredients of security, punctuality and good customer 

service. The strategic strengths of the company include e.g. strong home market 

presence, improved competitiveness and profitability, well developed own marketing
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capabilities, EU-membership referring to liberalized traffic, the Helsinki Gateway to 

East-Europe and Russia, as well as strategic cooperation, i.e. alliances.

(CEO briefing, 22.06.1999; intranet.finnair.fi)

According to a recent survey carried out among the staff on the theme of Finnair’s 

values during the summer 1999, the company’s image is primarily important for the 

employees of the company which appeared to be proud of the company and believe in 

its success. This is perceived as an extremely positive message and a valuable resource 

by the management of the company. Furthermore, according to the replies, Finnair is 

perceived a responsible, reliable, professional and of good quality. Naturally, the survey 

also identified some criticism towards the company which is however, not the primary 

interest of this study on role issues in airline alliances. Nevertheless, some similar issues 

also came up during the interviews for this study. According to the interviews, Finnair 

seems to have a very strong identity as a respected employer and an image as a safe, 

good quality airline with a strong home market presence as the primary competitive 

edge. There seems to be very much positive in the company, although like in any other 

company, a few negative sides were also identified, such as the stiffness of old 

bureaucracy and resistance to change. The interviewees had the impression though that 

the company was on a way of change into the direction of modernity and flexibility. 

This kind of refreshing development was connected with the current reforms introduced 

by Finnair’s new CEO Keijo Suila. Partially based on the defects of the value survey, 

Mr. Suila had introduced some general guidelines and principles for a new attitude 

towards value management at the end of the summer last year. Those principles provide 

Finnair’s current values, which include: customer orientation, continuous development, 

integrity, openness, responsibility, fairness and respect for others. Simultaneously, Mr. 

Suila also introduced some internal changes in the company’s management.

Based on several data sources of the study, it seems that Finnair wants to be strong and 

visible against other airlines and alliances; and show the market that it is in an alliance, 

but still has its own identity. Furthermore, the company wants to be strong together with 

the other airlines, still as Finnair, but with the Oneworld brand. A legitimate operational 

role is important for the company which does not want to integrate decision making too
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far away; that is, the company does not want to be forced to cut operations too much 

and in the worst case, turn into a plane “feeder-company” for the bigger network 

members. On the contrary, it wants to secure the continuity of its functional role, and 

preserve its organizational identity. Although as a part of the bigger whole, Finnair still 

wants to be able to “do things in the Finnair way” also in the future.

On the other hand, as a small company Finnair has to remember the limitations in its 

resources. It will never be a truly global airline, even if it would like to. As a 

consequence, some form of rationalization in operations is a highly probable scenario 

for future development, regardless from being a network member or staying as a 

complete sovereign company. Furthermore, as the majority of the interviewees seem to 

believe, without a network of alliance partners and the strength of the alliance’s sub 

brand, Finnair’s “raison d’être” in global markets would dot have such a solid base and 

the company would be much more vulnerable. Besides, up till now, the influence of 

Oneworld membership into the sovereignty of Finnair has, according to all 

interviewees, not been considerably strong, or had an effect at all.

Although Finnair is a relatively small airline company compared to its partners in the 

Oneworld alliance, as a member it can try to have an influence on decisions that are 

important for the company. It just has to take actively part onto the discussions, and as 

an interviewee put it, “ We just have to believe in our self and that we are as good as the 

others, or even better in some areas. We have to take care of our own interests and not 

to be too humble”. Similarly, according to Mr. Suila, the CEO of the company: “In the 

Oneworld-alliance we must be an active partner for two reasons. One: We must see to 

that our own interests will be taken care of and our own values appreciated - it’s always 

better to be present in the negotiation room than outside. The other one is that we must 

earn our place in the alliance through our professionalism and know-how, not because 

we have been accepted into this alliance. We must be present rationally, not merely 

physically.” (CEO briefing, 22.06.1999; F.I.N. July/August 1999)

113



5.3.2.2. Integration
The network memberships necessitates a deliberated integration and coordination of 

activities and resources of single actors into the networks overall activity chain and 

resource constellation. Furthermore, the degree of integration here refers to the inter- 

organizational governance structure of the alliance network, i.e. the design of the 

cooperative relationships between the members. As stated before in this study, 

integration is highly essential in order to able to attain the advantages of cooperation. 

The furthermore considerably regulated environment of the current airline industry 

restricts the alternatives of airline companies when designing the form of cooperation in 

order to e.g. rationalize operations or negotiate solid prices. The airline alliances, 

sometimes referred as “virtual mergers” facilitate a detour for customary external 

growth strategies. In the following paragraphs, some selected issues on the degree of 

integration will be further discussed.

The influence of Oneworld membership into Finnair’s sovereignty in e.g. decision 

making has, according to the interviewees of the study, not been considerably strong, or 

had an effect at all. In Oneworld, coordination and integration is primarily based on 

voluntary sales- and marketing cooperation that has not, at least not yet, involved joint 

decision making processes concerning the airlines’ individual functions and operations, 

equity stakes or joint ownership, or, the creation of a joint administrative body. In other 

words, the alliance has no separate governance structure, nor any alliance specific 

managers or personnel. The Oneworld alliance bases on rather loose bilateral 

cooperation agreements between each member company which form the basis for 

multilateral cooperation. The organization of the alliance is conducted due to top 

management meetings in addition to a vast amount of special inter-company work

groups or comities focusing on different functional areas at different levels of 

organization.

However, this situation may change in the future. The Oneworld alliance has recently 

decided to establish a common marketing organization for the alliance as a whole; that 

is an independent entity, a kind of headquarter consisting of a dozen of fulltime 

employees for the management and coordination of different functional areas. This
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headquarter office in Vancouver will employ the first fulltime staff of the alliance and it 

will focus on alliance development, not from the perspective of single airline 

companies, but from the perspective of the alliance as a whole. As a result, it will 

emphasize common benefits over individual, private benefits of single carriers. 

Nevertheless, all member airlines still remain juridically independent with individual 

governance structures and boards of management, and continue to make their own 

individual decisions independently. Naturally, there are some areas in decision making, 

where the single airlines may gain advantages when they negotiate with other airlines, 

such as route, schedule and fare coordination related issues. However, none of the 

interviewees recalled a concrete situation, where the decision would have been altered 

because of Oneworld membership or direct Oneworld resistance. How the governance 

of the alliance will proceed in the future is a an other issue.

It could be stated that the cooperative agreements within the Oneworld alliance involve 

primarily marketing based and operational cooperation, i.e. integration and coordination 

of route networks, resource pooling in the form of e.g. slot access and runaway capacity, 

joined ground handling and airport facilities at selected airports; as well as joined 

marketing and the integration of some international sales offices. Up till now, 

integration has not been content to general management, supplies (i.e. maintenance and 

purchasing), administration, finance and /or related services. Nor has it involved 

considerable equity stakes in other airline companies.

Cooperative strategies in network contexts require a certain amount of coordination and 

integration of activities and resources between the members of the net. Cooperative 

strategies within airline alliances have generally been divided into two main categories, 

namely marketing related cooperative strategies and cost reduction based cooperation 

(see e.g. Bissessur, 1996). Marketing related cooperation within the current Oneworld 

alliance include mainly code-sharing, block-spacing, schedule, fare and service 

coordination, FFP combination, and resource pooling in the form of facility, and 

capacity utilization, and to some degree, the integration and coordination of non-core 

activities. From these forms of cooperation the integration and coordination of flight 

operations represent the primary core activities of airline companies. As a consequence,
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Cooperation on those core activities as under code-share and block-spacing agreements 

additionally reflects the division of labor within the alliance. According to the 

framework of this study, the division of labor is a separated depending variable. As a 

result, the integration of flight operations is discussed in the succeeding section 5.3.3.1. 

with the issues on specialization within the alliance. The forms of joint production and 

resource consolidation, on the other hand, although also reflecting the degree of 

integration within the alliance, simultaneously represent the generalization of activities 

inside the alliance, an issue to be discussed in section 5.3.3.2. All in all, it seems that the 

factors identified as having an effect on role settlement in this study, are simultaneous 

and considerably overlapping dimensions, at least to some extent. The distinction 

between the dimensions of the degree of integration and the degree of specialization has 

been made however, in order to illustrate the difference between structural integration 

(governance) and the integration of activities and resources (division of labor). In the 

current section, integration is mainly viewed from the perspective of the legal alliance 

design; and as a result, the forms of cooperation in the core activities are discussed in 

following section. Naturally, these functions and processes also necessitate integration 

and coordination, and consequently reflect the degree of integration within the alliance.

As stated before, equity sharing has not been a common policy within the Oneworld 

alliance. There seem to be some differing opinions within Finnair employees, if equity 

stakes were an advantage and/or required in order to facilitate cooperation in case of 

interest conflicts. Some of the employees seem to believe that even restricted joint 

ownership would increase the willingness to cooperate and make occasional 

concessions in the name of common good. Others, on the other hand, do not perceive 

minor equity stakes as advisable or necessary. According to them, only considerable 

equity ownership in other companies shares would facilitate greater and more extensive 

benefits. All in all, it appears that the airline companies are, at least at the moment, not 

ready for such “big steps” of integration which would contain larger investments in joint 

equity. The airline companies are still very much considered as Flag Carriers, and they 

represent a considerable amount of national pride and national image. Additionally, it 

may even be difficult enough to start with the changes in employee attitudes; to 
convince the employees that they now should cooperate with former competitors. It may
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require some time to adjust to the new situation before taking further steps towards 

deeper integration. As one interviewee put it, there now prevails a period of “Oneworld- 

tiredness”, when the company needs some time to adjust and internalize the meaning of 

the membership, and the changes it has brought with it.

The integration of non-core activities, such as the integration of electronic and 

automation systems is probably easier when considering employee attitudes. It may 

however, be technically quite challenging. In the Oneworld alliance, the integration of 

technical, IT based solutions, such as automation in FFPs, CRSs, ticketing etc. seems to 

be on its way, although it has not progressed as far as it ought to have. The delays in the 

integration process cause some practical problems in every-day service situations when 

the different systems of individual airlines “do not talk with each other” and the 

automation fails. This results into a significant amount of extra work in the case of e.g. 

itinerary changes or special meal-orders, etc. The same applies to a comprehensive, 

common service policy.

FFP combination in the Oneworld alliance is on the way, although the members have 

not wanted to unify the individual programs completely, at least not at the moment. 

They have, however, tried to unify the principles and standards of their FFPs. As in the 

most of the current airline alliances the Oneworld members have tried to combine their 

FFPs in allowing passengers to collect points when they fly with some of the partners. 

The passengers are also allowed to redeem their bonus points in the partner airlines 

routes. Additionally, the members have created so-called Oneworld FFP levels that give 

a common Oneworld status to all members with respect to their status within their 

individual FFP membership status. The Oneworld status is important for e.g. lounge 

access. The Oneworld member share lounges all over the world, i.e. they have agreed 

that their FF members will have access to the class of lounge to which entitles them, 

whenever they are in the Oneworld network.

To summarize, the integration to a certain extend appears to be seen as beneficial and 

necessary by the company. The employees seam to have internalized that the 

achievement and the amount of benefits due to cooperation is proportional to the degree
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of integration. On the other hand, the degree of integration also increases the risks 

caused by the sense of loosing autonomy and independence, or risks related to 

conflicting interests, discontinuity of cooperation, and/or in the extreme case the 

dissolution of the alliance. The probably most critical areas of integration consist of the 

integration of governance structures and ownership. Up till now, the companies have 

not established a joint governance body or involved joint equity stakes in ownership 

into the cooperation agreements. According to the discussion with the employees, the 

opinions about the essentiality of that type of integration are inconsistent. Most of them 

seem to think, that equity stakes are not essential in order to secure alliance 

performance, although some type of further coordination and integration of the member 

companies appears to be desirable. To some extend, the airlines are willing to give up 
full independence and autonomy in order to gain the most of the alliance advantages. 

Also in Finnair, the employees of the company seem to believe, that without the 

membership in the Oneworld alliance, their identity and primary “raison d’être" would 

be on a much vulnerable basis on the global markets. On the other hand, alliances are 

considered to have their risks as well. As one of the interviewees put it: “Alliance 

membership is like to have an umbrella. You get some cover from the rain, but your 

trousers will be somewhat wet after all". The accomplishment of alliance advantages 

due to integration will be further discussed in the succeeding section with the division 

of labor within the alliance.

5.3.3. Division of Labor
In this section the study will focus on the division of labor in the alliance. The division 

of labor defines how different activities and resources within the alliance are allocated 

and linked among different actors. The scope of activities between actors reflects the 

roles of various actors. There are two main tendencies in the combination of activity 

links and actor bonds which reflect the division of labor within the alliance network. 

The first tendency is towards specialization which refers to the encouragement of single 

actors to focus on certain activities and thus limiting their scope of activities. 

Specialization naturally requires that the activities can and will be coordinated and 

integrated as into a meaningful whole. The second tendency, on the other hand, is the
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tendency towards generalization which may refer to the broadening of the scope of 

actors, i.e. aiming to efficiencies due to economies of scale; or, reflect the potential for 

joint production and resource consolidation e.g. due to capacity utilization and the 

centralization of some common activities.

In airline alliances, the former, the tendency towards specialization appears to be very 

much relevant for role definition. In the Oneworld alliance as an example, the 

geographical location, and the resulting route networks of single airline members 

reflects the division of labor, where each actor provides a deliberated contribution to the 

alliance’s overall coverage. Furthermore, it can be argued, that e.g. Finnair’s focused 

route network that matched the overall route coverage of Oneworld was a prerequisite 

for its alliance membership, and simultaneously, defined its basic role as a member. In 

Oneworld, every member airline has a strong home market presence, and is a brand 

leader in a local/regional market. The two exceptions from the pattern are the biggest 

airlines of the alliance, BA and AA, which both have wide intercontinental route 

networks.

The latter tendency, however, the tendency towards the generalization needs to be 

somewhat modified in order to be applicable at the airline industry alliances. Airline 

alliances are typically formed between partly competing airlines which hope to reach 

efficiencies and advantages merely due to economies of scope, not that often due to 

economies of scale (at least for the moment). Here, generalized operations can be 

defined as jointly operated functions on the airlines’ value chain, such as joint flight 

operations, joint marketing and distribution; or resource consolidation in the form of 

e.g. joint facilities and capacity utilization The division of labor either towards 

specialization or generalization requires careful coordination and integration between 

the member companies of the alliance, and is thus closely linked to the degree of 

integration as discussed in the previous section. In the following paragraphs, the degree 

of specialization will be further discussed with an illustration of the two apexes of the 

triangle/ ends of the dimension.
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Figure 5.7. Division of Labor and the Degree of Specialization
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5.З.З.1. Specialization of Activities
As in any network form of IOR construction, the specialization of activities in airline 

alliances refers to the focusing on certain activities and thus limiting the scope of 

actions. Generally, companies typically focus on areas and activities where they possess 

some special competencies, i.e. they focus on their strengths, and try to restrict or 

eliminate the most costly and risky operations. Due to cooperation single companies 

may be able to achieve advantages both via specialization and generalization of 

activities within the net. Specialization within airline alliances most typically refers to 

the scope of an airline’s flight operations.

Finnair’s special excellence, its strong market presence in Northern Europe, represents 

its basic role definition within the Oneworld alliance. Strong market presence has also 

been identified as one of the company’s most critical strategic strengths. Furthermore, 

according to Finnair’s general strategy, improvements in cost efficiency and 

effectiveness are currently under close monitoring in order to boost the company’s 

competitiveness. One of the most important areas for development seems to be the 

profitability of certain routes As a consequence, Finnair has started a rationalization 

process to identify and eliminate unprofitable routes and simplify the fleet structure in 

the long term. The joining of the Oneworld-alliance is gives the company an efficient 

way to rationalize without having to decrease customer offering. Simultaneously, it
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establishes the company a logical functional role within the alliance. The primary 

question here is, however, how far does the company want to specialize its activities. 

This question to extend also portrays the company’s willingness to integrate with other 

members of the alliance.

According to all data sources of this study, some form of operational rationalization is 

inevitable in order to secure Finnair’s future competitiveness and performance. As a 

small company, Finnair can never transform into a company with truly global reaching 

flight operations, even in case it would like to. Long haul routes are the most expensive 

routes to operate if the amount of traffics does not reach higher volumes and 

frequencies. In the past, Finnair has, however, been able to provide some of the most 

demanded intercontinental flights of Finnish customers, in addition to the vast amount 

of short haul routes in Europe; and thus considered itself as a “full-service” airline. Prior 

to the Oneworld alliance, Finnair had a tight domestic route network with 21 

destinations, 50 international destinations, including the long haul operations of New 

York, Miami, San Francisco, Toronto, Singapore, Bangkok, Tokyo, Beijing, and Osaka. 

In addition to these scheduled flight destinations, Finnair also operates charter flights to 

over 60 destinations. However, as stated before, the current competitive environment 

and the increased operational costs have forced the company to seriously reconsider the 

coverage and profitability of its flight operations. This rationalization thinking is not 

only caused due to Oneworld (alliance) membership, but it is inevitable development 

due to industry conditions.

In the rationalization process, the primary question is how far should specialization of 

activities progress. In case Finnair, the company may seem to accept some development 

towards a regional (primarily European) airline carrier, although it definitely wants to 

remain as a “full-service airline”, i.e. it does by no means want to turn into a plane 

“feeder company” which only would feed its partners main hubs. Here, the feeling of 

organizational identity is probably a main issue, and consequently, there is some 

overlap with the issues of integration discussed in the previous section. Finnair seems to 

have a strong organizational identity that it wants to preserve as much as possible. It 
seems not to be willing to e.g. integrate decision making power outside Finland; a fact
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that was strongly emphasized by the interviewees. Finnair wants to continue as a strong 

brand leader in its home market and preserve its strength and visibility in North 

European and Baltic markets as well as in Western Russia. Specializing on these areas 

within the alliance seems not to involve any significant risks for Finnair due to internal 

competition or interest conflicts, as a consequence of no other Oneworld member 

having a strong presence or interest on those markets. Furthermore, serious internal 

competition is very unlikely to emerge in the future as well, because of Finnair’s 

strongest competitor SAS appearing to be rather tightly involved with a competing 

alliance (Star).

Specialization of activities does not necessarily refer only into flight operations (core 

business activities), although it usually does. Members could theoretically focus on 

other kind of activities as well and have different kinds of roles within the alliance, e.g. 

they could only provide ground handling services to the other members. This would, 

however, then refer to subcontracting where the subcontractor is not an airline by the 

definition anymore. Airlines can, however, centralize some common activities within 

the alliance which then refers to the generalization of activities, e.g. joint sales offices 

around the world. Generalization of activities, here referring to collaborative strategies 

will be discussed in the following paragraph.

To summarize, in the Oneworld alliance an essential factor for the partner selection 

process seems to have been the complementary assets of the partner airlines. As a result, 

it can be stated that the individual airline’s contributions to the alliance’s overall activity 

structure and resource constellation reflects the division of labor within the alliance, and 

consequently, the different roles of the members. The most important variable in the 

division of labor seems to be the individual companies’ focused (geographical) route 

networks, where individual flight operations supplement the overall route coverage and 

customer value added on the whole alliance. 1
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Figure 5.8. Division of Labor and Supplementing Route Networks
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5.3.3.2. Generalization of Activities

Generalization of activities in airline alliances refers to broadening the scope of actors 

within certain activities, that is, centralizing some common activities of the overall 

activity pattern to be executed jointly (e.g. joint purchases, marketing, etc.). In flight 

operations generalization typically refers to the coordination of specialized activities 

due to code-share cooperation or block-spacing which then require further coordination 

and integration of schedules, fares and service policies in order to appear “seamless” in 

the eyes of the customers.

Operational and sales based marketing cooperation in airline alliance networks typically 

involves two types of cooperation. First, strategic network cooperation which focuses 

on matching the total demand of the customers of different airline companies with the 

total supply, i.e. the alliance’s overall route coverage. In other words, the airline 

companies try to monitor and estimate which destinations are demanded by their 

customers, whereto the companies have no direct flight operations. If there is demand,

1 In Figure 5.9. AY refers to Finnair, IB to Iberia, AA to American Airlines, BA to British Airways, CP to 
Canadian Airlines, CX to Cathay Pacific, and CX to Quantas
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not however sufficient enough for one carrier only to start individual flight operations, 

the airlines can try to establish a code share for that destination with a partner airline or 

partner airlines. The second type of cooperation involves simple tactical cooperation 

between destinations to which both (or all) companies operate, but where they can 

achieve cost efficiencies due to cooperation and rationalized operations. The airlines 

then can agree to operational responsibilities, sales conditions and fare basis, as well as 

schedule related issues.

There are, however, some limitations to cooperation within this kind of activities within 

the Oneworld alliance. As stated before, Oneworld does not yet have EU approval or 

US trust immunity for its European and Atlantic routes which effectively controls code

share cooperation and price agreements on those routes. Cooperation in other areas, 

such as joined ground handling, shared airport facilities and joined marketing, seems to 

be much less restricted and complicated because of more sympathetic attitudes by 

competition authorities.

An other form of code-share, also applied in the Oneworld alliance, is block-spacing. In 

block-spacing several airlines can participate into the marketing of a route due to buying 

certain amounts of seats from the operating company. In other worlds, under a block

spaced agreement, an airline can purchase a number of seats on another carrier’s flight 

and markets those as though they were its own. In code share cooperation there are 

different principles for the pay off structures for revenue division to which the partners 

can agree to. The models include different principles for revenue and risk division 

between the partners. In the Oneworld alliance, the partners use mainly so-called hard 

block, soft block, and free flow principles. Block-spacing differs from code-share 

agreements so that under block-space agreements the operational responsibility is 

always carried by one airline only. (Under code-share, it can be shared). Block-spacing 

provides similar benefits as the code-share agreements, the most important ones being 

economical access to new markets (with on-line connections which are known to be 

preferred over interline connections by the customers), traffic feed, capacity 

containment and a better CRS position.2

2 The CRS display gives precedence to on-line connections over interline connections in screen positions
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An other type of generalization could occur in the form of resource pooling, e.g. shared 

facilities; or in some jointly executed common operations, e.g. fuel purchases and 

advertising. The joint use of facilities, such as sales offices, airport infrastructure and 

maintenance basis can result to considerable financial savings, better utilization of 

assets as well as customer comfort. In Oneworld, the member airlines have tried to 

move their departures and gates to same terminals whenever possible. And, as they also 

have tried to unify the standards of their FFPs and created the so-called Oneworld FFP 

levels that give a common Oneworld status to the members of the individual partner 

airline’s FFP members, they have also agreed that their FF members will have access to 

the class of lounge to which their FFP membership status entitles them, whenever thy 

are in the Oneworld network. This, of course, increases customer comfort, and 

simultaneously, enables the utilization of airport facilities. Additionally, the airlines 

have tried to join their ground handling operations and utilize the ground personnel for 

efficiency reasons.

Joint bulk purchases of e.g. fuel and certain commodities is an area where the members 

do not yet cooperate, although having realized the potential for synergies, discounts and 

joint bargaining power. Cooperation among other non-core activities, such as joint 

training of personnel joint, or joint revenue accounting, is not practiced/conducted in the 

alliance at the moment. Unfortunately the author does not have enough information to 

be able to analyze how far the members have integrated their activities and resources 

concerning these issues, or how much they have discussed the potential for synergies. It 

has to be remembered, however, that the alliance is still on a rather early stage of 

development.

When considering the overall route coverage of the Oneworld alliance, the match 

between the route networks of the individual airlines (their strongly covered home 

regions) and consequently, their differing roles in the alliance, there are a two 

exceptions from the overall pattern. According to the general pattern, each individual 

airline has a strong geographical home base and a regional area delegated to them to 
further specialize. The two exceptions from the general pattern are the two biggest

125



airlines of the group, AA and BA. When comparing with the categorization of 

Kleymann (1999), these two airlines could be categorized as Transcontinental 

Connectors, or as Generalists, with reference to Hannan and Freeman (1989); as the rest 

of the members then comply with Local Champions, or Specialists.

It seems logical to conclude that the division of flight operations within the Oneworld 

alliance, divided between several Specialists and a couple of Generalists, seems to be 

mutually beneficial, as there is not too much overlap between the route networks of 

single members. On the contrary, the division of labor reflects the logical functional 

roles of different members. The two exceptions on the other hand, AA and BA, the 

Generalists, represent global airlines that provide strength, supplement and visibility to 

the of the members that complements the overall route coverage. Nevertheless, these 

Generalists also have strongly covered home regions in addition to their intercontinental 

routes.

To summarize, it seems that the division of labor within the Oneworld alliance very 

illustratively reflects the functional roles of the member airlines. In other words, it 

seems that the geographical locations of single carrier companies and the resulting route 

coverage of those airlines form the basis for the expected individual contributions to the 

common good, i.e. the expected roles of those airlines within the alliance. Additional 

factors affecting role settlement seem to base on the individual companies’ willingness 

to integrate and the balance between the expectations for value creation potential, and 

the risks and costs associated with cooperation. This study will revert to these 

arguments and other conclusions based on the findings of the empirical case study in the 

following chapter six.

6. Summary and Conclusions

The primary purpose of this study has been to analyze airline industry cooperation and 

role creation in current airline alliances. In the beginning of the study, cooperation was
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discussed at a general conceptual level by introducing some general motives for 

organizations to enter into cooperative arrangements and some varying forms to 

operationalize cooperative strategies. Cooperation as a concept was viewed from a 

variety of differing perspectives, from which the network was then choused to be most 

appropriate for the analysis on airline industry alliances. Role creation was considered 

as a continuous process following general alliance development. In the end of chapter 

two, the author introduced an illustrative model for role creation and alliance 

development, (see figure 2.6.)

In addition to the rationalistic perspectives on cooperation, this study briefly introduced 

the sensemaking perspective for the social construction of the IORs within alliances. 

The illustration of this new perspective was considered to be meaningful for the 

understanding of the role creation process as defined as the study’s general approach. 

According to that approach, role creation within a network context is a process content 

to a pre-alliance partner selection and matching with instant role definitions, followed 

by final role settlement which may however, be constantly revised and thus evolve over 

time. The basic role definition reflects, according to this study, the actor’s contribution 

of excellence (a special collection of activities and resources) to the network’s overall 

activity pattern and resource constellation. Furthermore, basing on previous research on 

alliance formation, this study assumed that a deliberated match between single 

members’ assets and contributions may facilitate the creation of a mutually shared 

understanding on the potential advantages due to cooperation. This in turn, would then 

facilitate successful role creation and alliance implementation. For the illustration of 

such a shared understanding on the rationale of the alliance as well as one seifs role as 

a part of it, some selected issues from the sensemaking perspective on alliances were 

suggested to be fruitful, although not studied in much of detail in this study. It was 

hypothesized, however, that if the members of the alliance organizations are able to 

construct a positive meaning for the change event, i.e. understand the benefits of the 

network membership; locate themselves with respect to other members, i.e. define them 

selves a role within the alliance, role settlement may be considerably easier leading to 

the legitimate justification and finally institutionalization of the alliance structure. In
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other worlds, the sensemaking of the alliance was here seen as a prerequisite for the 

primary acceptance of the alliance, and consequently for role creation.

For the analysis of role settlement within alliance networks, a second framework was 

created for the study. The primary purpose of the framework was to try to identify some 

main factors (by no means a comprehensive list of factors) having an influence on role 

settlement. As a result, three main components were identified. The components were 

graphically presented as dimensions in order to illustrate the varying degrees of 

influence of those ingredients. The three dimensions were labeled as 1) objectives and 

commitment, 2) the nature of cooperation, and 3) the degree of integration. These 

dimensions were experienced to have considerable overlap with each other. They were, 

however, conceptually separated in order to emphasize certain distinctive aspects within 

the elements.

In last chapter of the study, the hypothesis of the conceptual analysis, i.e. the theoretical 

frameworks, were tested in a real life setting in the form of a empirical case study 

content to factors affecting role definition and role settlement of the Finnish airline 

company Finnair as a member of the global Oneworld-alliance network. The author 

feels that the evidence on the case company complies with the general frameworks and 

consequently, supports the hypothesis and conclusions summarized into the 

frameworks. As a result, the frameworks appear to point to important variables affecting 

role definition and role settlement, at least according to this particular real life case. As 

the main purpose of this study has been to analyze airline alliances primarily at the 

conceptual level, the application of the frameworks at this single real life case appear to 

be satisfying. However, the generalization of results includes a multitude of restrictions.

The major findings of the empirical case analysis will be briefly discussed in the 

following section and finally summarized into a table. The study ends with a brief 

acknowledgement and some suggestions for future research.
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6.1. Final Conclusions
Airline alliances were in this study discussed from the perspective of networks. The 

author feels that the choice of viewing the current airline alliances as networks is an 

appropriate one. According to previous research on network constructions, the basic 

idea of the network perspective on cooperation is that no organization is regarded as an 

isolated entity, but as a context integrated part of larger structure of relationships. 

Within inter-organizational alliance networks single member-organizations have close 

but not exclusive interaction and connections to other organizations through an array of 

arrangements that can be considered as links or business relationships. The governance 

of those relationships is typically based on voluntary cooperation between partially 

independent and autonomous organizations. The important building blocks of network 

constructions are here considered as activities, actors and resources as presented in the 

model of relationship effects by Håkansson and Snehota (1995) in chapter two. 

Furthermore, the effects of those relationships are considered to be content to three 

levels, namely effects for the single actor, effects for the dyadic relationships within the 

network construction, and effects for the network as a whole. Role definition, the 

primary area of interest of this study, is an example of the multilevel effects of IORs as 

it includes and results to effects on both organizational as well as network level. Single 

actors and their positions within the net depend on firstly, the type of interaction, i.e. the 

domain of interdependence, exchanges or transactions between the actors and secondly, 

the “division of labor” in the network, i.e. the fit between the activities and resources of 

single members.(e.g. Thorelli, 1986:38-42) In this study, the network definition of role, 

i.e. the special contribution of excellence (a special combination of activities and 

resources) of an individual actor was considered to define its primary attractiveness as 

an additional network member, i.e. its role or network identity. In other words, the 

identity of a network member (actor) is the role it has with respect to others, in order to 

attract interest and resources and to elicit action from others. The identity (role) of the 

actor gives it a meaning in the eyes of the others. Furthermore, a company’s position in 

the overall web of bonds affects its perceived identity as well as its character.

At a general level, it may be argued that an appropriate partner candidate would either 

supplement or extend the networks overall activity pattern with its individual activity
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chain. Similarly, it would complement the network’s overall resource constellation with 

its individual resource collection due to complementary assets or due to potential 

synergies via joint use of resources. This definition to network constructions and role 

definitions within it applies to current airline alliances as well, at least to the big global 

reaching airline blocks that seem to emphasize autonomy and choice in some 

dimensions, although the parties certainly are not independent on each other. On the 

contrary, the current airline alliances seem to base on mutual benefits and trust due to 

multilateral cooperation between legally equal and free parties. Nevertheless, the legal 

structuring of the alliance governance may in some cases (at least within the Oneworld 

alliance) be based on several bilateral agreements.

The sensemaking perspective in this study does not refer to the most typical area of 

interest applied by the point of view, namely the interpretative processes through which 

the organizations socially construct meaning to the alliance structure and finally 

institutionalize the alliance as a legitimate part of their organizational life. The 

sensemaking of the alliances in this particular study, refers firstly, to the creation of a 

shared understanding on the rationale of the alliance, i.e. why the alliance was formed in 

the first place; and secondly, why the organizations decided to join and comparably, 

were accepted as a member of that particular alliance. This shared understanding, here 

labeled as to general and organizational sensemaking of the alliance, was suggested to 

be one of the most important prerequisites for the primary acceptance of the alliance (by 

the members of the individual organizations), successful role creation and the 

implementation of the alliance at a general level. Furthermore, the sensemaking of the 

alliance was supposed to require a careful evaluation and selection of partner candidates 

with a primary emphasis on a strategic fit between the members of the alliance, i.e. that 

they have complementary assets and a shared understanding on the general necessity 

and mutual profitability of cooperation as well as the potential advantages due to 

cooperation. These conclusions or hypothesis of this study were based on a combined 

approach from several pieces of previous research, and can now be compared with 

existing literature e.g. by looking back to figure 2.5. In the following paragraphs, the 

findings of the empirical study will be briefly discussed in terms of the above 

summarized general approach.
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In the light of the empirical evidence, a careful evaluation of partner candidates by both 

Finnair and Oneworld was seen primarily important. In the selection of the most 

appropriate partners, a primarily important criteria appears to have been the 

complementary of assets. Typically, the complementarity of assets in airline alliances 

seems to refer to the complementarity of individual members’ route networks. A 

deliberated match between complementary geographical locations (and consequently, 

individual route networks) of single member airlines, resulting to a considerable 

extension in the overall network’s route coverage seems to have represented the most 

essential requirement for future’s partners.

In the Oneworld alliance, the member airlines seem to complement each other rather 

well as every member can be considered as a brand leader in is primary target markets. 

Furthermore, the Oneworld network seems to consist on a mutually beneficial mix of so 

called Specialists and Generalists, the individual networks of which do not have 

considerable overlap with each other, and consequently, there is no direct internal 

competition within the alliance. The individual networks of the Specialists complement 

each other extending the overall network’s route coverage, whereas the route networks 

of the Generalists provide the overall network additional strength and visibility. 

Furthermore, the recognizeability of the member airline’s individual brands increases 

also in distant markets due to joint marketing campaigns and the credibility of the 

Oneworld sub-brand.

However, other important criteria for successful partner selection suggested by previous 

research (see e.g. page 43) may have been less important criteria for partner selection in 

the Oneworld case, such as compatible cultures or the issues concerning integrity in the 

relationship. Here, it has to be remembered though that this study only included one 

single case company, so this argument may not be generalizeable for airline alliances at 

a general level, as there were no possibilities for cross case analysis. Additionally, 

generalizations were not the primary purpose of the study first of all. However, in the 

case of this particular company, the interviewees did express some concerns on cultural 

differences, e.g. in decision making processes; as well as altering opinions with regard
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to the termination of the alliance. As a result, the author did get the impression that 

these issues had not been a primary are of concern when making the decision to join the 

alliance. Here, there may be an area for further analysis and/or considerations for the 

managers of airline companies at a general level, that is the question if the 

complementary route networks and resources alone are a sufficient causes/motives for 

the attachment of alliance advantages. Nevertheless, all the interviewees for this study 

seemed to accept the legitimacy of the decision. Furthermore, they also appeared to 

agree on the rationale of alliance, i.e. that Finnair joined particularly the Oneworld 

alliance, primarily as a consequence of the limitations on other alternatives and the wide 

variety of potential benefits gained due to cooperation. It must be added here though, 

that in Finnair’s case the alternative of staying outside alone was perceived as the worst 

possible future scenario which must also have facilitated the willingness to join forces.

Finnair’s primary role definition in the Oneworld alliance seems to be a direct result 

from the its geographical location and the coverage of its individual route network. 

Mutual benefits due to cooperation were easily understood by the company employees, 

as well as Finnair’s special contribution to the rest of the network members. This basic 

role definition was even further reinforced by extensive company wide training before 

the operationalization of the alliance membership. It seems that one of the primary 

objectives of the training programs was to justify the decision of alliance membership, 

i.e. to explain the potential benefits of the alliance to the company employees; and 

simultaneously, provide means to create a sense of being an important part of something 

bigger. Furthermore, the company’s positive perception of itself and its capabilities may 
also have had an additional influence on the fast identification of a legitimate role 

within the alliance, since the company seems to believe that it can make an important 

contribution to the “common good”, and thus, has a important place in the alliance.

For role settlement, this study identified three essential components presented as 

dimensions in the study’s general framework. The major conclusion of this analysis 

seems to be that the degree of integration mainly defines the degree of potential benefits 

to be gained due to cooperation. The further the companies are willing to integrate, the 

more advantages they may be able to accomplish due to cooperation. There are several
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factors that may have an influence on into the member organization’s willingness to 

integrate, such as the degree of potential benefits due to cooperation compared with the 

degree of potential costs and risks caused by the integration; the seriousness of potential 

problems, the feelings of lost identity and sovereignty, the willingness to tolerate 

interdependence with other organizations, the willingness to restrict the scope of 

activities due to specialization; the willingness to join operations with other 

organizations and consequently increase the dependence onto others, etc. As an 

example, the organizations’ perceptions of them selves as organizations may restrict the 

willingness to integrate if organizational identity is strong and has traditionally 

emphasized autonomy and independence as a high priority. Logical and well defined 

roles can however, in some cases facilitate the willingness to integrate, as can be 

concluded from the basis of the case company interviews. In the case of Finnair, the 

company’s positive perception of itself may have made it easier to find a legitimate role 

in the alliance as the interviewees appear to believe that the company can make an 

important contribution to alliance success. On the other hand, strongly perceived and 

rigid organizational identities may also restrict the willingness to integrate and increase 

dependence to other organizations. Also in Finnair’s case, there may be some resistance 

towards changes.

In the following paragraphs, some main conclusions of the study are summarized and 

then presented in the form of a table (page 135). Here, it must be emphasized that these 

are findings of a single company analysis, as a result of which the generalizations of 

these findings must be given special emphasis. However, as stated before case studies 

do not aim to statistical generalizations in the first place, but to “analytical 

generalization”, i.e. to the expansion and generalization of theoretical propositions. 

(Yin, 1994:10) Generalization of results may be a major concern especially in single 

case studies, as they only provide limited information for replication, (see e.g. 

Alasuutari, 1995:143) This limitation also concerns this study.

As a summary the author would like to point out two main points of conclusions. First, 

gaining full advantages from cooperation the increase in the degree of integration 

between the members is essential, and to some extend inevitable. The more the
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members of the alliance are willing to integrate, the more advantages they may be able 

to achieve. Further integration does, however, also increase the potential costs and risks 

of cooperation and interdependence, so finding an appropriate balance is the key 

question. Well defined roles within the alliance might facilitate the willingness to 

integrate as with clearly expressed role definitions trust creation may be easier. This 

argument could be justified with a shared understanding of every actor’s well defined 

place and contribution to the achievement of mutual advantages. Additionally, with 

clearly determined roles the actor’s would not have to fear direct internal competition. 

On the other hand, with such rigid role definitions the alliance might also miss some 

potential opportunities as a result of lost flexibility. Here, it must be noted though that 

within the limitations of non-equity alliances, permanent role creations may be 

impossible anyhow as the degree of integration can never proceed very far. Within such 

a loose agreements as the ones in current airline industry alliances, potential exits 

always remain rather easy in spite of some barriers via costs of re-coordination and 

disintegration or some potential sunk costs due to joint investments.

Second, in current airline alliances the utmost important criteria for the evaluation and 

selection of partner candidates appears to be the geographical location of the potential 

partner candidates and the resulting coverage of their individual route networks. This is 

surely an important criteria for successful partner selection which has also been 

emphasized by the previous research. If this criteria is, however, used solely as the only 

criteria for potential partner evaluation, it may not be sufficient enough. Additional 

criteria in the form of compatible cultures, compatible ownership structures, compatible 

service standards, possibilities for learning, etc. would perhaps be somewhat neglected 

in today’s alliances. Although as stated before, further argumentation and analysis of 

the partner selection processes among current airline alliances requires a vast amount of 

additional research. In the following page, the main findings of the study are presented 

in a table.
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Table 2 Factors Affecting Role Settlement: Major Findings

FINDING THE BALANCE BETWEEN

Potential Benefits
- Shareholder Benefits due to improved profitability, 
rationalizations, market power, growth and efficiencies
- Consumer Benefits due to increased opportunities 
for choice in e.g. flight destinations, better connections, 
shared facilities, support and FFP benefits
- Increased brand recognition, credibility, 
visibility and strength

Potential Costs and Risks
- Risks of discontinuity or lack of commitment
- Financial Risks e.g. due to sunk costs
- Interest Conflicts and differences in 
power balance
- Problems with third parties, e.g. with EU
- Day to day Problems with e.g. IT solutions
- Exit Barriers

How to find an adequate balance between advantages, costs and risks? 
How to create trust and commitment to continuity?

Sovereignty Integration
Willingness to preserve organizational identity, Willingness to integrate activities and resources
autonomy and independence Willingness to integrate governance and management

systems such as e.g. decision making 
Willingness to invest in shared equity

Integration is essential and inevitable for the attachment of alliance advantages 
On the other hand, integration increases costs, risks and mutual dependence 
How to find balance and the the appropriate degree of integration?
Are minority stakes in equity essential and/or even beneficial?

Specialization of Activities Generalization of Activities
Mainly based on individual geographical locations Resource pooling and 
Basically defines individual roles in airline alliances J°mt operations

Specialization is important and mutually beneficial, but to what extend? 
Generalization of certain activities may create synergies 
Complementary and fit between assets important:
Specialists and Generalists may supplement each other
Division of labor within the net reflects the basic roles definitions of members

6.2. Suggestions for Future Research
Alliances provide an interesting area for further research both at the general as well as 

industry specific level. There are probably various additional areas in which future 

investigation is both fascinating and essential. Nevertheless, there were a few areas
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which did especially direct the author’s attention. Those suggestions for future research 

will be shortly discussed in the following paragraphs.

Firstly, this study did briefly introduce the sensemaking perspective on alliances 

although it did not go deeply into the interpretative processes through which 

sensemaking actually takes place in organizational change contexts. Focusing on those 

processes in great detail, possibly due to a multiple case study, would probably be an 

interesting area for explorative empirical research, although it would presumably take a 

long time to conduct and would thus necessitate considerable financial resources, and 

perhaps even several talented investigators in order to be able to make conclusions on 

informal in-depth interviews. Additionally, this type of research would inevitably 

necessitate a wide ranging access to the companies being studied with a further 

requirement of a generally positive attitude towards the researchers.

Secondly, role development as a multiple case study, or alternatively, as a longitudinal 

study would perhaps also be an interesting area for future research. As stated before, 

this study also included one single case company, and did not focus on the development 

of roles over time with the general development of alliance implementation. As a result, 

it is probably impossible to make any generalizations based on this study alone since the 

generalizations would inevitably necessitate a vast amount of empirical evidence for 

cross case analysis and comparison. This study could however, function as a pilot study 

for such a type of research in the future.

Thirdly, for airline industry specific research, the development of governance structures 

within current airline alliances; or; the development of additional alliance advantages 

such as e.g. learning within airline alliances would be seem to be interesting areas for 

future research. This kind of research would probably be most feasible if conducted 

only after a few years of time and development, since the “true” network types of 

alliances in the global airline industry still are on a rather early stage on their 

development. It can be assumed though that the development towards further 

integration is on its way, at least to some extent; and consequently, the structures of the 

alliances may change and evolve over time.

136



6.3. Final Acknowledgements
At the very end, the author wishes to express her appreciation to many people that have 

given support and assistance to the accomplishment of this Thesis which will also 

contribute to a larger research project conducted in the department of international 

business on international service industry alliances. As a result, the author would like to 

thank the Tukisäätiö of the Helsinki School of Economics and Business Administration 

for financial support; as well as the managers of the case company involved in this 

project for the time they have been willing to spend on the interviews. Most of all, 

however, the author wishes to thank the professors in international business, Hannu 

Seristö and Eero Vaara, who have guided her through this process during which she 

often needed support, commentaries and criticism. Thanks is also in order to Birgit 

Kleymann, who has always had the time to review and discuss the authors new ideas.

137



7. References

Achrol, R., Scheer, L. and Stem, L. (1990), Designing Successful Transorganizational 
Marketing Alliances, Report No 90-118, Marketing Science Institute, Cambridge 
Massachuttes

Ahola, Eero (1999), in Finnair’s Internal Newspaper OKAY 9/1999 and Finnair 
International News, July/August 1999

Air Transport Intelligence (1991), Survey on Airline Alliances, reported in Airline 
Business, July 1999, pp 33-65

Alamandari, F. (1989), Airline Deregulation: An Analysis under Different Regulatory 
and Operating Environments, Doctoral Dissertation at the Cranfield Institute of 
Technology

Alasuutari, P. (1995), Research Culture, Qualitative Method and Cultural Studies, Sage 
Publications, London

Albert, S. and Whetten, D. (1995), Organizational Identity, Research in Organizational 
Behavior, Vol.7, pp 263-295

Andersson, J. and Narus, J. (1990), A Model of Distributor Firm and Manufacturer Firm 
Working Partnerships, Journal of Marketing, January 54, pp 42-58

Andersson, J., Håkansson, H. and Johansson, J. (1994), Dyadic Business Relationships 
within a Business Network Context, Journal of Marketing, October 58, pp 1-15

Antes, J., Derigs, U. And Zils, M. (1999), Strategic Airline Alliances Portfolio 
Analysis, The Aviation Economist, June /July 1999, pp 7-11

Arle, Henrik (1999), in Finnair International News, March 1999

Asford, B. and Mael, F. (1989), Social Identity Theory and the Organization, Academy 
of Management Journal, Vol. 14:1, pp 20-39

Association of European Airlines, (1993), AEA Year Book 1993, Brussels

Bissessur, A. (1996), The Identification and Analysis of the Critical Success Factors of 
Strategic Airline Alliances, Doctoral Dissertation to the Cranfield University, October 
1996

Borys, B. and Jemison D. (1989), Hybrid Arrangements as Strategic Alliances: 
Theoretical Issues in Organizational Combinations, Academy of Management Review, 
Vol. 14:2, pp 234-249

138



Brewer, A. and Hooper, P. (1998), Strategic Alliances Among International Airlines 
and their Implications for Organizational Change. Working Paper ITS-WP-98-10, 
Institute of Transport Studies, Sydney

Brouthers, K., Brouthers, L. and Wilkinson, T. (1995), Strategic Alliances: Choose 
Your Partners, Long Range Planning, Vol. 28:3 June, pp 18-25

Chan, S., Kensinger, J., Keown, A. and Martin, J. (1997), Do Strategic Alliances Really 
Create Value?, Journal of Financial Economics, 46, pp 199-221

Child, J. and Faulkner, D. (1998), Strategies of Cooperation: Managing Alliances, 
Networks and Joint Ventures, Oxford University Press Inc., New York

Contracor, F. and Lorange, P. (eds), (1988), Cooperative Strategies and International 
Business, Lexington Books, Lexington, Mass

Dev, C. S., Klein, S. and Fisher, R. A. (1996), A Market-Based Approach for Partner 
Selection in Marketing Alliances, Journal of Travel Research, Boulder, Summer 35:1, 
pp 11-17

Doganis, R. (1991), Flying off Course: The Economics of International Airlines, Second 
Edition, Billing and Sons, London and Worcester

Dowling, M., Roering, W., Carlin, B. and Wisnieski, J. (1996), Multifaceted 
Relationships Under Coopetition: Description and theory, Journal of Management 
Inquiry, Vol. 5:2, pp 155-167

Doz, Y. and Prahalad, C. (1991), Managing DMNCs: a Search for New Paradigm, 
Strategic Management Journal, 12, pp 145-164

Doz, Y. And Hamel, G. (1998), Alliance Advantage, The Art of Creating Value through 
Partnering, Harvard Business School Press Boston, Massachusetts

Dussauge, P. and Garrette, P. (1995), Determinants of Success in International Strategic 
Alliances: evidence of international aerospace industry, Journal of International 
Business Strategies, Third Quarter, Vol. 26:3, pp 505-530

Dutton, J. and Dukerich, J. (1991), Keeping an Eye on the Mirror: Image and Identity in 
Organizational Adaptation, Academy of Management Journal, 34, pp 517-554

Eisenhardt, K. (1989), Building Theories form Case Study Research, Academy of 
Management Review, Vol. 14:4, pp 532-550

Erickson, E. (1980), Identity and the Life cycle, Norton, New York

EU Alliance Reservations, (1998), Air Transport World, Aug 1998, Vol. 35:8, pp 9

139



Fama, E. (1980), Agency Problems and the Theory of the Firm, Journal of Political 
Economy, pp 288-307

Faulkner, D. (1995), International Strategic Alliances: Cooperating to Compete, 
McGraw-Hill, New York

Finnair, Annual Report 1999/2000, http://www.fmnair.fi

Forrest, J. (1992), Management Aspects of Strategic Partnering, Journal of General 
Management, Vol. 17:4, Summer, pp 25-39

Gallagher, J. (1997), Partners for Now, (1997a), Airline Business, June, pp 26-67

Gallagher, J. (1997), Power to the Plans, (1997b), Airline Business, August, pp 34-37

Gallagher, J. (1999), Circling the Globe, Airline Business, July, pp 34-37

Geringer, J. M. (1991) Strategic Determinants for Partner Selection Criteria in 
International Joint Ventures, Journal of International Business Studies, 22:1, pp 41-62

Gialloreto, L. (1986), The Multi-Mega: A Trend of the 1990’s? The Avmark Aviation 
Ecomomist, October 1986

Gleister, K. and Buckley, P. (1998), Measures of Performance in UK International 
Alliances, Organization Studies, Vol. 19:1, pp 89-118

Goia, D. and Chittibeddi, K. (1991), Sensemaking and Sensegiving in Strategic Change 
Initiation, Strategic Management Journal, Vol. 12, pp 433-448

Graham, B. (1997), Air Transport in the European Union: An Assessment, Regional 
Studies, Cambridge, Nov 31:8, pp 807-812

Gulati, R., Khanna, T. and Nohria, N. (1994), Unilateral Commitment and the 
Importance of Process in Alliances, Sloan Mangement Review, Spring 1994, pp 61-69

Gualti, R. (1995), Does Familiarity Breed Trust? The Implications of Repeated Ties for 
Contractual Choice in Alliances, Academy of Management Journal, Vol. 38:1, pp 85- 
112

Gulati, R. (1998), Alliances and Networks, Strategic Management Journal, Vol. 19, pp 
293-317

Gummesson, E. (1991), Qualitative Methods in Management Research, Newbury Park, 
Sage Publications

Hagedorn J. and Namia, R. (1996), Choosing Organizational Modes for Strategic 
Technology Partnering, Journal of International Business Studies, 27:2, pp 265-284

140



Haigh, R.W. (1992), Building a Strategie Alliance, Columbia Journal of World 
Business, Spring, Vol. 27:3, pp 64-76

Hamel, G., Doz, Y. And Prahalad, C. (1989), Collaborate with Your Competitors - and 
Win, Harvard Business Review, Jan/Feb, pp 133-139

Hamel, G. (1991), Competition for Competence and Interpartner Learning within 
International Strategic Alliances, Strategic Management Journal, 12, pp 83-103

Hamel, G. and Prahalad, C. (1994), Competing for the Future, Harvard Business School 
Press

Hamill, J. (1993), Competitive Strategies in the World Airline Industry, European 
Management Journal, Sep, Vol. 11:3, pp 332-341

Hannan, M. and Freeman, J. (1989), Organizational Ecology, Harvard University Press, 
London

Harrigan, K. (1985), Strategies for Joint Ventures, Lexington Books, Lexington

Harrigan, K. (1988), Strategic Alliances and Partner Asymmetries; in Contractor, F. and 
Lorange, P. (eds.) Cooperative Strategies in International Business, pp 205-226, 
Lexington Mass, Lexington Books

Håkansson, H. and Snehota, (1995), Developing Relationships in Business Networks, 
London, Routledge

Inkpen, A. (1998), Learning, Knowledge Acquisition and Strategic Alliances, European 
Management Journal, Vol. 16:2 April, pp 223-229

Jarillo, J. (1988), On Strategic Networks, Strategic Management Journal, Vol. 9, pp 31- 
41

Johansson, J. and Mattson, L. (1991), Interorganizational Relations in Industrial 
Systems: a Network Approach Compared with the Transaction Approach, in G. 
Thompson, J. Frances, R. Levacic and J. Mitchell (eds.), Markets, Hierarchies and 
Networks, Sage Publications, London

Kaynak, E., Kucukemirogly, O. and Kara, A. (1994), Consumer’s Perceptions of 
Airlines: A Correspondence Analysis Approach in a Global Airline Industry, 
Management International Review, Vol. 34:3, pp 235-254

Kharma, T., Gulati, R. and Nohria, N. (1998), The Dynamics of Learning Alliances: 
Competition, Cooperation and Relative Scope, Strategic Management Journal, Vol. 19, 
pp 193-210

Killgren, L. (1998), Flying Colors, Marketing week, 23, July

141



Kleymann, В. (1998), A Discussion of Marketing Alliances as a Tool for Enhancing the 
Competitive Positioning of Niche Carriers in the Airline Industry, Helsinki School of 
Economics and Business Administration, Proposal of Research Topic in Doctoral 
Thesis, May 1998, pp 1-11

Kleymann, B. (1999), Future Developments in the Structure of Airline Alliance 
Networks, Proceedings of the 1999 Air Transport Research of the WCTR Society, Hong 
Kong, China.

Kleymann, B. and Seristö, H. (1999), Coalition Dynamics in Service Industries- the 
Case of Airline Industry Alliances. Forthcoming

Koskinen, I. (2000), Lecture Notes on Case Studies at the Helsinki School of 
Economics and Business Administration, 03.02.2000Mentzer, M. (1992), International 
Loose-Coupling Linkages in the Airline Industry, International Journal of Management, 
Vol. 9:2, June 1993, pp 117-123

Lawrence, P. and Lorsch, J. (1967), Organization and Environment, Harvard Business 
School Press, Boston, MA

Lei, D. and Slocum, J.W. Jr. (1992), Global Strategy, Competence Building and 
Strategic Alliances, California Management Review, Fall, pp 81-97

Lei, D., Slocum, J.W. and Pitts, R. (1997), Building Cooperative Advantage: Managing 
Strategic Alliances to Promote Organizational Learning, Journal of World Business, 
Vol. 32:3, p 203-223

Liedka, J. Synergy Revisited: How a “Screwball Buzzword” can be Good for the 
Bottom Line, Business Strategy Review, Vol. 9:2, pp 45-55

Lindquist, J. and Deimler, M. (1999), Toward the Endgame, The Aviation Economist, 
May 1999, pp 14

Lorange P. and Roos, J. (1992), Strategic Alliances: Formation, Implementation and 
Evolution, Blackwell Publishers, Oxford

Luostarinen, R. (1979), The Internationalization of the Firm, Acta Académica, Helsinki

Luostarinen, R. And Welch, L. (1990), International Business Operations, 1990, 
Helsinki

Lieber, R.B. (1997), Flying High, Going Global, 1997, Fortune, July 7, pp 195-197

Marshall C. and Rossman, G. (1995), Designing Qualitative Research, Sage 
Publications, Thousand Oaks CA

Mentzer, M. (1992), International Loose-Coupling Linkages in the Airline Industry, 
International Journal of Management, Vol. 9:2, June 1993, pp 117-123

142



Miles, В. and Huberman, A. (1984), Qualitative Methods in Management Research, 
Newbury Park: Sage Publications

Miles, R. and Snow, C. (1978), Organizational Strategy, Structure and Process, 
McGraw-Hill, New York

Morrell, P. and Lu, C. (2000), Ahead of the Game, Airline Business, February, pp 80- 
83

Nyathi, N. (1996), Strategic Alliance Partner Choice in International Aviation, Doctoral 
Dissertation, Institute of Transport Studies, Graduate School of Business, The 
University of Sidney

Oliver, C. (1990), Determinants of Interorganizational Relationships: Integration and 
Future Direction, Academy of Management Review, Vol. 15:2 , pp 241-265

O'Reilly, D. (1995), Classical Competitive Strategy in Newly Deregulated Industries- 
Does it Apply?, International Review of Strategic Management, Vol. 6:1, pp 123-146

Osborn R. and Baughn C. (1990), Forms of Interorganizational Governance for 
Multinational Alliances, Academy of Management Journal, 30, pp 503-519

Parkhe, A. (1993), Strategic Alliance Structuring: A Game Theoretic and Transaction 
Cost Examination of Interfirm Cooperation, Academy of Management Journal, 36:4, p 
p794-829

Patton, M. (1990), Qualitative Evaluation and Research Methods, Sage Publications

Pekar, P. and Ailio, R. (1994), Making Alliance Work, Guidelines for Success, Long 
Range Planning, Vol. 27:4, pp 54-65

Pfeffer, J. and Salancik, G. (1978), The External Control of Organizations: A Resource 
Dependence Perspective, Harper & Row Publishers Inc., New York

Porter, M. (1980), Competitive Strategy, 1980, New York, Free Press

Powell, T. (1992), Organizational Alignment as Competitive Advantage, Strategic 
Management Journal, Vol. 13, pp 119-134

Richardson, G.B. (1972) The Organization of Industry, Economic Journal, 82, pp 883- 
896

Richter, F. (1994), the Emergence of Corporate Alliance Networks - Convertion to 
Self-Organization, Human Systems Management, 13, pp 19-26

Ring, P. and Van de Ven, A. (1992) Structuring Cooperative Relationships between 
Organizations, Strategic Management Journal, Vol. 13, pp 483-492

143



Ring, P. and Van de Ven, A. (1994), Developmental Processes of Cooperative 
Interorganizational Relationships, Academy of Management Review, Vol. 19:1, pp 90- 
118

Roehl, T.W. and Truitt, J.F. (1987), Stormy Open Marriages are Better: Evidence from 
US, Japanese and French cooperative Ventures in Commercial Aircraft, Columbia 
Journal of World Business, Summer, Vol. 22:2, pp 87-95

Seristö, H. (1993), Airline Strategies, Helsinki School of Economics and Business 
Administration Press, B-136, Helsinki

Seristö. H. (1995), Airline Performance and Costs - an Analysis of Performance 
Measurement and Cost Reduction in Major Airlines, Doctorate Dissertation, Helsinki 
School of Economics and Business Administration Press, A-107, Helsinki

Seristö, H. (1999), Regulation as a Driver for International Airline Alliances, 
Conference Proceedings of the 1999 Air Transport Research of the WCTR Society, 
Hong Kong, China.

Seristö, H. and Vaara, E. (1999), A Sensemaking Perspective on International Alliances, 
Paper presented at the 25th Annual Conference of the European International Business 
Academy, Manchester, December 12-14

Sheth, J. and Parvatiyar, A. (1992), Towards a Theory of Business Alliance Formation, 
Scandinavian International Business Review, Vol. 1:3, pp 71-87

Snow, C., Miles, R. and Coleman, H. (1992), Managing the 21st Century Network 
Organizations, Organizational Dynamics, 20, Winter, pp 5-19

Sorenson, N. (1990), Airline Competitive Strategy: A Spatial Perspective, Doctoral 
Dissertation to the University of Washington

Spekman, R., Forbes, T., Isabella, L. and MacAvoy, T. (1998), Alliance Management: 
A View from the Past and a Look to the Future, Journal of Managemenat Studies, Vol. 
35:6, November, pp 747-768

Suila, Keijo (1999), in CEO Financial Results Briefing, 22.06.1999 at the Finnair Cargo 
Terminal

Suila, Keijo (1999), Finnair International News, July/August 1999

Tarry, C. (2000), A Sense of Balance, Airline Business, January, pp 64-66, 69

Thorelli, H. (1986), Networks: Between Markets and Hierarchies, Strategic 
Management Journal, 7:1, Jan/Feb, pp 37-51

Weick, K. (1995), Sensemaking in Organizations, Sage Publications, London

144



Williamson, О. (1975), Markets and Hierarchies: Analysis and Antitrust Implications, 
Free Press, New York

Yin, R. (1994), Case Study Research: Design and Methods, Sage Publications, Beverly 
Hills

Youssef, W. (1992), Causes and Effects of International Airline Equity Alliances, 
Doctoral Dissertation, UCB-ITS-DS-92-1, Institute of Transportation Studies, 
University of California, Berkel

145



APPENDIX 1: The Most Essential Sources of Data

Personal Interviews:

Ekilä, Taina, sales officer, 15.11.1999 

Eksten, Magda, stewardess, 29.11.1999

Heinonen, Kari, Sales Director for European and Far East 15.04.1999 

Jiminez, Heli, Finnair Plus Marketing Manager, 13.01.2000 

Karunka, Terhi, ticketing officer 22.12.1999 

Korkia-Aho, Mari, Finnair Plus officer, 22.12.1999

Kostermaa, Petteri, Vice President, Network strategy and Route profitability 23.02.2000 

Mattila Antti, Director Customer Relations, 13.01.2000

Middleton, Tarja, responsible for Finnair Plus Cooperative Relationships, 14.01.2000

Mäki-Aaltio, Mervi, Finnair Plus officer, 22.12.1999

Näräkkä, Jukka, Vice President, North American sales 28.01.2000

Romu, Sakari, Director Marketing, 23.02.2000

Runne, Sirpa, Finnair Plus officer, 22.12.1999

Ruohtula, Minna, Finnair Plus officer, 22.12.1999

Sundberg, Hannu, Vice President European sales, 22.03.1999 and 29.02.2000 

Virkkunen, Paavo, Vice President, Domestic sales, 15.02.2000 

Virtanen, Marissa, Finnair Plus officer, 22.12.1999

Secondary Data Sources according to Relative Importance:

• Finnair International News (F.I.N.), March- December 1999

• OKAY, Finnair’s internal newspaper, No. 9-24, 1999

• Internal company data bases, e.g. http://intranet.fmnair.fi

• http://www.finnair.fi

• http:// www.fmnair.com

• Employee training material

• Finnair Plus customer information
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APPENDIX 2:

Important Areas for Discussion during Personal Interviews:

It must be stated here, that the areas of discussion varied considerably, although some of 

the most important issues for this study were brought up in every interview. There were 

a few questions that were used to guide the interviews with reference to the 

interviewees’ special areas of interests and/or position in the company. Here, a list on 

the most essential areas of discussion for the study.

1. The interviewee’s opinion about the most important reasons for Finnair choosing 

Oneworld among other alternatives

2. The interviewee’s opinion about the most essential advantages due to cooperation

3. The interviewee’s opinion about and attitude towards the most serious risks and 

costs associated with alliance membership

4. The interviewee’s opinion about and attitude towards the partner airlines 

(Oneworld)

5. The interviewee’s opinion about Finnair potential role as a Oneworld member (e.g. 

what would be Finnair’s contribution of excellence to the alliance in order to attract 

other members)

6. The interviewee’s opinion about Oneworld’s influence onto Finnair’s organizational 

identity, independence, and/or development as a Oneworld airline (including e.g. 

further specialization)

7. The interviewee’s attitude towards increasing the degree of integration within the 

alliance

8. The interviewee’s attitude towards the rationale (sensemaking) of decision in the 

first place

9. The interviewee’s attitude towards potential changes and internal adjustments due to 

alliance membership

10. The interviewee’s attitude towards the termination of the alliance
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APPENDIX 3

Finnair air transport
1997/98 1998/99 JJhan9e

INTERCONTINENTAL
Flight hours 17 155 17 086 -0.4
Flight kilometres (1000) 13 553 13 599 0.3
Available seat kilometres, mill. 4 197 4 239 1.0
Revenue passenger kilometres, mill. 3 095 3 174 2.5
Passenger load factor % 73.7 74.9 1.1
Available tonne kilometres, mill. 816 834 2.1
Revenue tonne kilometres, mill. 535 519 -3.0
Overall load factor % 65.6 62.3 -3.3
Passengers (1000) 448 465 3.9
Cargo (1000 kg) 34 155 31 733 -7.1
Mail (1000 kg) 1 425 1 412 -0.9
EUROPE
Flight hours 78 538 79 042 0.6
Flight kilometres (1000) 44 858 44 928 0.2
Available seat kilometres, mill. 5 480 5 621 2.6
Revenue passenger kilometres, mill. 2 968 3 169 6.7
Passenger load factor % 54.2 56.4 2.2
Available tonne kilometres, mill. 687 712 3.6
Revenue tonne kilometres, mill. 305 322 5.4
Overall load factor % 44.5 45.3 0.8
Passengers (1000) 2 644 2 786 5.4
Cargo (1000 kg) 23 196 22 098 -4.7
Mail (1000 kg) 7 375 8 390 13.8
DOMESTIC
Flight hours 49 157 51 980 5.7
Flight kilometres (1000) 19 955 20 866 4.6
Available seat kilometres, mill. 1 957 2 068 5.6
Revenue passenger kilometres, mill. 1 138 1 189 4.5
Passenger load factor % 58.1 57.5 -0.6
Available tonne kilometres, mill. 220 236 7.0
Revenue tonne kilometres, mill. 100 105 5.1
Overall load factor % 45.3 44.5 -0.8
Passengers (1000) 2 527 2 631 4.1
Cargo (1000 kg) 4 911 4 389 -10.6
Mail (1000 kg) 1 129 1 250 10.7
SCHEDULED
Flight hours 144 850 148 108 2.2
Flight kilometres (1000) 78 366 79 393 1.3
Available seat kilometres, mill. 11 635 11 928 2.5
Revenue passenger kilometres, mill. 7 202 7 532 4.6
Passenger load factor % 61.9 63.1 1.3
Available tonne kilometres, mill. 1 724 1 782 3.3
Revenue tonne kilometres, mill. 941 946 0.6
Overall load factor % 54.6 53.1 -1.5
Passengers (1000) 5619 5 883 4.7
Cargo (1000 kg) 62 262 58 220 -6.5
Mail (1000 kg) 9 929 11 053 11.3
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LEISURE
Flight hours 34 116 39 233 15.0
Flight kilometres (1000) 24 574 28 125 14.5
Available seat kilometres, mill. 5 806 6 056 4.3
Revenue passenger kilometres, mill. 5218 5 466 4.7
Passenger load factor % 89.9 90.3 0.4
Available tonne kilometres, mill. 626 646 3.2
Revenue tonne kilometres, mill. 486 502 3.3
Overall load factor % 77.7 77.8 0.1
Passengers (1000) 1 447 1 501 3.7
Cargo (1000 kg) 4 511 3 560 -21.1
Mail (1000 kg) 26 36 41.5

DEFINITIONS FOR AIR TRANSPORT 

Revenue passenger kilometres:

Number of revenue passengers carried, multiplied by kilometres flown*

Available seat kilometres:

Total number of seats available, multiplied by the number of kilo-metres flown*

Revenue tonne kilometres:

Total tonnage of revenue load carried (passengers, cargo and mail), multiplied by kilometres 

flown*

Available tonne kilometres:

Number of tonnes of capacity available for carriage of passenger, cargo and mail, multiplied by 

number of kilometres flown*

Passenger load factor %:

Share of revenue passenger kilo-metres of available passenger kilo-metres

Overall load factor %:

Share of revenue tonne kilometres of available tonne kilometres (passenger,cargo and mail)

* Kilometres flown are based on IATA Great Circle distances
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APPENDIX 4: Finnair’s Organizational Structure

Finnair’s Organizational
Structure

Service Quality

Internal
Audition

PersonnelFinancing

Technical
Division

Flight
Operations

Commercial 
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Marketing

‘Traditional’
Marketing
Division

Subsidiaries 
Leisure Flights 
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General

Management
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TIIVISTELMÄHELSINGIN KAUPPAKORKEAKOULU 
Kansainvälisen liiketoiminnan laitos 
Pro-Gradu tutkielma 27.04.2000
Anna Rättö

ROOLIEN MUODOSTUMINEN JA ORGANISAATIOIDEN VÄLISET 
SUHTEET LENTOLIIKENTEEN ALLIANSSEISSA

Tutkimuksen tavoitteet
Tämän tutkimuksen tavoitteena oli analysoida yhteistyötä, organisaatioiden välisiä 
suhteita ja roolien muodostumista tämän hetkisissä lentoliikenteen alliansseissa. 
Tutkimus keskittyi lähinnä roolien muodostumiseen, eli tutkimaan organisaatioiden 
välisten suhteiden vaikutusta mukana olevien yksittäisten yritysten sisäisiin 
organisaatioihin, sosiaalisiin rakenteisiin sekä rooleihin. Tarkoituksena oli pyrkiä 
identifioimaan roolien muodostumiseen vaikuttavia tärkeitä tekijöitä.

Tutkimusmenetelmät
Tämän tutkimuksen perustana on käsitteellinen analyysi roolien muodostumiseen 
vaikuttavista tekijöistä, minkä lisäksi tekijä on suorittanut lyhyen empiirisen case- 
tutkimuksen eräässä yksittäisessä lentoyhtiössä, ja tutkinut yrityksen roolin 
muodostumista osana kansainvälistä allianssia. Empiirisen tutkimuksen tarkoituksena 
oli testata ja havainnollistaa käsitteelliseen analyysiin pohjautuvaa teoreettista 
viitekehystä.

Lähdeaineisto
Tutkimuksen käsitteellinen analyysi perustuu aikaisempaan tutkimukseen, koskien 
lähinnä yhteistyötä ja kilpailua, yritysten välisiä suhteita, verkostoja ja alliansseja, sekä 
ns. sensemaking-näkökulmaa. Empiirinen aineisto perustuu lähinnä haastatteluihin 
yrityksen työntekijöiden kanssa. Haastatteluja oli kaiken kaikkiaan 16. Aineistoa 
kerättiin myös internetin kautta, yrityksen sisäisistä tietokannoista, henkilöstölehdistä ja 
koulutusmateriaalista. Tekijä on myös itse työskennellyt yrityksen palveluksessa.

Johtopäätökset
Lentoliikenteen alliansseja analysoitiin tässä tutkimuksessa verkostoteorian pohjalta. 
Roolien katsottiin heijastavan yksittäisten lentoyhtiöiden identiteettiä verkoston 
jäsenenä. Roolien muodostuminen ymmärrettiin jatkuvaksi prosessiksi, joka myötäilee 
allianssin kehitystä. Yksittäisen yrityksen rooli verkostossa määräytyy sen tuottaman 
yhteisen hyödyn mukaan, riippuen siitä kuinka kiinnostavana verkoston muut jäsenet 
pitävät sen mukanaan tuomaa panosta. Roolin lopullinen asettuminen puolestaan 
riippuu useasta eri tekijästä, muun muassa jäsen yritysten tavoitteista ja sitoutumisesta 
allianssiin, yhteistyön muodostaja työn jakautumisesta eri jäsenten kesken.

Avainsanat
Yhteistyö, yritysten väliset suhteet, lentoliikenne, allianssit, verkostot, roolit
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