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Abstract  

Corporate governance started to acquire a certain relevance for academics during the last 30 

years and the topic concerning the firms’ ownership composition occupied much of the first 

wave of corporate governance researches. Despite the huge number of studies developed, 

scholars today still argue if a particular ownership structure provides a better contribution to 

enhance firms’ performance. Therefore, my Master Thesis aims to investigate the relationship 

between ownership and firm financial performance with the intention to contribute in providing 

a more clear-cut response to this corporate governance issue.  

 

This study focuses on the Airline industry, looking in particular at the European market, based 

on a sample containing data from 41 European Airline companies over a 10 years period, during 

the period 2009 to 2018. Two different econometric model are developed, using 11 

macroeconomic, financial and corporate independent variables and 3 dependent variables 

measuring firms’ financial performance. Appropriate tests are used to verify the absence of a 

multicollinearity issue, which would impede a correct estimation of the regression, and then 

the two different model have been tested once more using the panel data model regression. 

Regression results, in particular the R-square, reveal that the “goodness of fit” of my two 

different models goes from 14% to 31%, which means that the proportion of variance in the 

dependent variable that can be explained by the independent variable is not so vast. In addition, 

another regression has been conducted adding to the First model an interaction variable to see 

whether a particular ownership structure allows a firm to have quicker response to particular 

macroeconomic shocks, such as the case of the oil-price shock of 2014-2016. 

 

The findings provide an empirical evidence of an outperformance of privately owned 

companies over public owned ones. These results are in line with other relevant literature 

researches, confirming that public owned firms are most easily distorted from the profit 

maximization goals leading to worsen firms’ financial performance. Moreover, my results do 

not show a dependence between the ownership structure and the effect of an oil price shock. 

However, results are not so solid and thus there is still a need for further research on this topic, 

maybe using a more wide and complete sample.  
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1. Introduction 
 

1.1 Area of study 
 
The air transport industry is a capital-intensive business undergoing very rapid technological 

and organizational changes, bringing a constant need of insight into future market evolution. 

 

Significant changes in the governance structure of the EU airline industry, that lead to a creation 

of a completely new market environment, occurred as the deregulation process unfold. Starting 

from the introduction of “Third package of liberalization measures” (Regulation 2409/92), 

which took effects from 1993, the entire market has been continuously upset.  

 

Prior to these liberalization measures, the European Air transport market was formed by an 

aggregation of national markets and rules, linked to each other by bilateral agreements. The 

Regulation 2407/92 twisted the market, gathering all commercial aviation under the EU’s 

jurisdiction. These liberalization measures lead the EU commercial aviation market to switch 

from a fragmented national market to a single liberalized internal market, where all European 

airlines were free to fly with a “European Nationality”.  The quasi-monopoly power of flag 

carriers dropped significantly because of the competitive pressure arising with the entrance in 

the market of new privately held firms, characterized by innovative and challenging business 

strategies. In order to respond to this new market conditions, researchers agree on the facts that 

firms seek to have an optimal governance structure. Indeed, we can observe how former flag 

carriers tried to adapt through a privatization process, which was seen as a means to enhance 

carriers’ financial efficiencies, resulting in increased revenues and profits.  

 

On this regard Monteduro (2014), in his researches, highlighted the main three schools of 

thought having as underlying assumption the hypothesis that private companies tend to have 

better performance compared to those of public owned in the same industry. These theories 

are: 

1. The agency theory; 

2. The property-right theory; 

3. The public choice theory. 
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According to agency theory, public institutions usually pursue multiple, unclear and sometimes 

conflicting goals, threatening the company’s financial one (profit maximization) at the expense 

of citizens. In addition, while feeling less pressure to survive in the market, State Owned 

Enterprise (SOE) are less likely to develop market orientation with respect to privately owned 

companies, which instead continuously undergo survival pressure and ever-changing customer 

needs. Cheung (1983) in Property right theory and Tulloc (1987) in Public choice theory, 

suggested that ownership has a significant role, believing that the state tries to maximize its 

private interest instead of the public one. 

 

The economic importance of the airline industry and the continuous challenges it faces in trying 

to quickly adapt to market development in order to survive to a highly competitive 

environment, stimulated my interest in analysing thoroughly the features of this sector. In 

particular, combining my interest in the corporate governance area and the ever-challenging 

environment of the airline industry, this Master Thesis aims to examine whether a particular 

ownership structure leads airline carriers to reach better financial performance. Secondly, I will 

investigate whether the ownership factor affects company reaction to a certain macroeconomic 

shock. Fuel costs represents one of the major expenses borne by the airline sector so, I decided 

to consider the 2014-2016 oil price shock as my macroeconomic event.  

 

With that in mind, in this research I ran a panel data regression on a sample of 41 European 

airline companies data from 2009 to 2018, testing the effect of ownership variables 

(representing my independent variables) plus some control variables on companies financial 

performance (independent variables).  

 

1.2 Research question 
 
The research question represents the core of my Master Thesis and its role was to guide me 

firstly in my data selection and then in running my analysis. It is formulated as follows: 

How corporate governance, more specifically the ownership of a company, afflicts 

performances in the airline industry?  

In addition, my research final goal was to provide a clear and accurate answer to this 

question, also trying to contribute in filling the gap in the lack of a clear results coming from 
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previous literature researches in the same field. I reformulated this research question into 

three different sub-questions around which my study was developed. These are: 

1.  Does a particular ownership structure lead to better financial performances of airline 

firms? 

2. Does the ownership structure affect how airline firms responds to a particular 

macroeconomic shock? 

3.  What other factors, beside the ownership structure, affect the performance of airline 

firms? 

 

 1.3 Research method 
 
This empirical paper combines inductive and deductive approaches. The inductive approach 

uses existing literature as a pre-understanding mean to collect data, which will allow the 

researcher to develop a universal new theory, while the deductive approach starts with general 

assumptions and according the “top-down” approach moves to conclusions specific to a 

particular sector. The starting point in a deductive research is represented by theory, and this is 

also the results of some previous inductive researches. Thus, to be able to give a reasoning 

conclusion in an empirical research, one should use an inductive study as starting point. Pure 

induction or deduction may prevent the development of a new theory: Induction and deduction 

are linked research approaches (Perry and Jensen, 2001).  

 

Providing a theoretical background in the first part of the work, I am reporting results of 

inductive researches as necessary tools to understand the entire elaborate. Then, using this 

theory, the deductive approach was adopted in conducting a statistical analysis on a 10 years 

sample of European airline companies. The aim of the deductive method is hence to establish 

possible causal relationship between variables, in this case between ownership and 

performance, proving or disapproving the existing theory regarding this role. 
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 1.4 Structure 
 

 

This research provides an insight in the airline industry governance features, its competitive 

environment and undergoing trends. After a brief introduction and following this overview of 

my elaborate, Section II provides some theoretical background, offering to the reader a deep 

insight into corporate governance issues and aspects regarding corporate ownership. Then, after 

a focus on the general economical aspect regarding my study, I will offer a detailed overview 

of which the main features are characterizing the airline industry and its past year trends. Then 

I will merge corporate governance aspects with the airline industry, reporting the main findings 

coming from the previous literature researches. Based on this foundation, the paper then starts 

with the illustration of my empirical research. This section begins reporting: the hypothesis 

formulation, the research design and the data collection. Then, it moves on my analysis, 

reporting data and model’s results. The last sections draw conclusions and elaborate some 

considerations for further research. 
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 1.5 Delimitations 
 
The conclusions drawn from this paper are based on an econometric analysis of financial 

performance of 41 European airline companies from 2009 to 2018. This allowed me to focus 

on a particular geographical area, characterized by similar economical and geopolitical 

backgrounds. However, this restriction represents one of the most evident delimitation of my 

Master Thesis. Focusing solely on a particular industry in the European markets, over a 10-

year temporal period, limits the feasibility of my solution as a generic result. Consequently, 

outcomes are inevitably affected by the choice of data and thus they are foremost specific to 

the analysed sample and period. 

 

Moreover, we can notice other two evident problems that could affect my thesis results: (1) the 

lack of availability of some airline carrier financial data and (2) possible differences arising in 

accounting rules followed by companies based in different nations. The first problem arises 

because, in such an unstable market, it frequently happens that companies have to go under 

special administration or to file up for bankruptcy, thus not being obliged to provide to the 

public company’s information. 

 

Finally, I would say that also the “goodness of fit” of my regression should be taken in 

consideration while interpreting my results. In fact, the statistical measure of R-Squared, which 

determines the proportion of variance in the dependent variable that can be explained by the 

independent variable, goes from 14% to 30%. Usually, higher R-squared indicates a better fit 

for the model. However, since there is no universal rule binding the goodness of model to its 

R-squared values, I also believe that this experiment could be of relevant interest for further 

research on this topic. 

 

Considering the above said limitation that, nevertheless is present in any other economic study, 

I believe that the aim of my study was reached, giving an answer to the research question in 

agreement with many other previous papers regarding the same field. 
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2. Literature review  
 
Ownership’s impact on performance represented a relevant topic of investigation in economic 

studies concerning the role of the government inside corporations. Still, literature on this topic 

is quite variegated and has not produced a clear-cut result, whilst agreeing in stating that 

corporate governance, in this case the ownership structure, do affect firm performance. Some 

studies emphasize the private ownership’s supremacy over the public one, while other report 

no statistical differences or, in some cases, private ownership to be more appropriate.  

 

Considering the interesting research by Boardman and Vining (1989), which studies ownership 

effect and performance in competitive environments, we can see that what they found out 

emphasize how Privately Owned Enterprises (POEs) substantially performs better than State 

Owned Enterprises (SOEs). Then, more specifically, looking at the airline industry, we can 

note a huge amount of researches studying either the US or the Asiatic market, leaving all other 

markets unobserved or with just few observations. Actually, these two markets are substantially 

at the antipodes of economic market structure, still having one important element in common: 

The data availability. This particular feature allows researchers to easily get a significant 

number of trustable data and thus to run a more reliable study. Chow (2010) and Chen et al. 

(2017) both investigated on Chinese airline industry finding a supremacy of non state-owned 

enterprises with respect to the SOEs. However, while Chow find out the pre-eminence of both 

private owned enterprise and mixed owned enterprise over state owned enterprise, Chen found 

a U-shaped relationship between state ownership and firm performance. Chinese MOEs, Mixed 

Owned Enterprises, reported worse results and this was attributed to a higher level of agency 

cost rising in a similar ownership structure, where different interests coexists. Looking at other 

world areas, we can cite Davies’s paper (1971), which compared the efficiency of public versus 

private firms in Australian airlines finding the superiority of the latter, or Backx et al (2002), 

whose findings confirmed the overperformance of private firms, examining a sample of 

medium to large international scheduled passenger airlines from 1993 to 1997. Opposite results 

come from Duppati et al (2016), where they studied either mixed and public owned airline 

companies from the Asia-Pacific region noting how, in four cases out of five, the government 

shareholding has a positive effect.  

 

Thus, as will be displayed more in detail in the next paragraph “Theoretical Background”, 

previous literature results vary and do not conclude with a uniquely valid solution. With my 



 

12 

 

analysis, I wish to contribute to the existing literature material by analysing how ownership 

structure affects airline financial performance within the European area after noticing a lack of 

dedicated studies about this market which is characterized by a huge amount of differently 

owned airline companies. My dataset was chosen from a larger panel of passengers airlines 

operating under similar market conditions, but due to the unavailability of data, I had to restrict 

my sample to around one third of the total, as happened for Ehrlich et al.’s (1994) research. 

The use of some econometric technique allowed me to pursue my objective. For example, 

through control variables I curtailed external factor effects on performances. 

 

 

3. Theoretical background  
 
In this section I will introduce some corporate governance theory’s concepts used as theoretic 

fundament in this research and necessary to give a complete understanding of firms’ dynamic. 

I will start reporting more generic theories to go then deeper analysing specific areas of 

interests.  

 

Corporate governance acquired a certain relevance for scholars, economists, policy makers, 

investors and corporate executives mainly during the last 30 years, thanks to several economic 

trends, such as the 1980s privatization waves, which brought an increase in competition and 

thus a simultaneous need for cheaper financing to remain competitive in the market. Also, some 

noteworthy historical events, such as the Enron company’s financial scandal have been 

indicated as contributors in increasing the attention on this subject.  

 

3.1 Enron’s financial scandal 
 
In 2000s Enron, an American energy, commodities, and services company, used special 

purpose companies, made up by those shareholders who previously sold their parts of Enron’s 

share, to create purchases. These purchases boosted the stock price of the special purpose 

companies and thus resulted in a fraudulent behaviour with managers transferring money at the 

expenses of the existing shareholder. Managers abused their privileges and power, putting into 

the foreground their personal interests. All of this was done through the use of misleading 

accounting reports which, hiding debt and losses, prevented investors to be aware of what was 

going on. In one month only Enron’s shareholders equity dropped by 18% and shortly after 
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filled up for bankruptcy with its stock price closing at 0.72$, more than 75$ less compared to 

the company’s stock price one year before.  

 

In response to this scandal, the USA in 2002 issued the Sarbanes-Oxeley Act, aiming to 

incentivise corporate disclosure of financial information, imposing penalties to fraudulent 

behaviours (Dnes, 2015). Afterward, also Europe moved on the same direction, introducing a 

coherent European reform package for corporate governance (Hopt, 2007). 

 

3.2 First movements toward corporate governance policies 

 

The OECD, Organization for Economic Co-operation and Development, published the 

Principles underlining the important role of corporate governance policies in achieving 

economic aims, since the quality of corporate governance affects the cost of capital necessary 

for growth. For this reason, it often appears as a topic of debate. Due to the necessity of firms 

to remain competitive, continuously adapting to the everchanging economic environment, in 

all different researches on corporate governance systems none of them found a supremacy of a 

particular model over others. Indeed, also the Principles do not provide a unique model but 

instead state a set of elements which are common in good corporate governance structures. The 

presence of a complex chain of agents and the absence of clearly and easily identifiable 

principals (OECD, Guidelines on Corporate Governance of State-Owned Enterprises, 2015) 

make good corporate governance appear to be more difficult to apply in SOEs.  

 

As we will see in the next sections, the aims of this research are exactly to test whether or not 

a particular ownership structure prevail in bringing companies better financial performances. 

Nonetheless, before starting with the hypothesis formulation and the description of my 

analysis, I will provide some specific theoretical notions as that concerning what corporate 

governance is, the definition of agency theory and its issues. 

 

3.3 What is corporate governance?  
 

Until now researchers did not succeed in providing a unique definition of corporate 

governance. Still, most of these studies share some key components, which can be defined as 

the main pillars or structural elements of this area of study. According to the OECD, these key 

components are: 
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a. Relationship arising between all of those members having particular interests in the 

company; 

b. The structure allowing to set objectives and to control whether these objectives are 

achieved; 

c. The incentives’ structure offered to management to align their interests with those of 

the company.  

Anyway, using the definition provided by Tirole (2001), corporate governance could be 

described as the design of institutions that induce or force management to internalize the 

welfare, interests of shareholders and other firm stakeholders at the minimum agency costs. 

The provision of managerial incentive and the design of a control structure must account for 

their impact on the utilities of all stakeholders in order to force internalization. Indeed, the 

separation of ownership and control, leading to a misalignment between decision-making 

interests and shareholders ones, creates externalities. This require the introduction of different 

mechanisms that could contribute in giving a partial realignment between investors and 

managers’ interests. The main three mechanisms are:  

1. Monetary compensation/bonuses based on accounting data or financial performances; 

2. Managers’ carrier concerns; 

3. Monitoring processes, providing more information on agent’s effort. 

Considered that real world contracts are incomplete and affected by information asymmetry, 

even with incentive mechanisms or monitoring activities, the principal-agent problem arises. 

Indeed, linking incentives to managers remuneration, not being able to completely observe 

managerial behaviours, creates a trade-off between incentives and risk-sharing (Hart, 1995). 

Managers will work harder with strong incentives, but at the same time they will be prone to 

take more risky decisions because they will only partially bear the effect of their actions. Thus, 

in order to get an optimal balance between incentives and risk bearing, to set up well-adjusted 

incentives and controlling mechanisms, one should also keep in mind that: 

a. Managers are rent seeking agents, with their utility positively contingent on pecuniary 

incentives and negatively contingent on effort. Thus, they will choose the level of effort 

maximizing their utility-expected return, where the marginal revenues equal its 

marginal costs. 
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Figures 1 and 2: Managers’ cost-effort curve and utility function 

 

Source: (1) Firm Theory and Corporate Governance class notes (2) Munechika (2000)’s paper 

 

Due to the information asymmetry, this effort results to be unobservable to the 

principals that thus have to build optimal compensation schemes contingent on a set of 

signals (Cronqvist and Fahalenbrach, 2011) called 𝑧, resulting from the sum of agent’s 

effort (𝑒) and random influence from the environment (𝑧 = 𝑒 + 𝜃 ). 

Simplifying the compensation as a linear relation, Milgrom and Roberts (1992) defined 

the ideal compensation rule as: 

𝑤 = 𝛼 + 𝛽(𝑒 + 𝑥 + 𝛾𝑦) 

where 𝑤 stands for wage, 𝛼 is the fixed component of the wage and the remaining 

part, 𝛽(𝑒 + 𝑥 + 𝛾𝑦) the variable component. 𝛽 measures the incentives intensity.  

Since managers are risk adverse individuals, they require a premium for receiving 

wages depending of uncertain results. The principal designs a contract for the agent that 

is a second-best solution, trading off between incentives and efficient allocation of risk. 

The optimal incentive intensity is determined by four different factors: (1) the 

profitability of incremental effort, (2) the agent’s risk aversion, (3) the precision in 

measuring performances and (4) the responsiveness of effort to incentives. The optimal 

intensity formula is given by: 

𝛽 =
𝑃′(𝑒)

[1 + 𝑟𝑉𝐶′′(𝑒)]
 

where 𝑃′(𝑒) equal the profitability of incremental effort, 𝑟 the risk aversion, 𝑉is the 

variance measuring how precisely performance are measured and 𝐶′′(𝑒)is the slope of 

the marginal-cost effort curve;  

b. as stated and illustrated by Behavioral agency theory (Pepper and Gore, 2012), 

managers are also subject to constraints related to rationality, motivation, loss, 
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uncertainty and time preferences, making high rewards crowding-out their intrinsic 

motivation. Below I reported some of the graph elaborated by two behavioural theorist 

researchers to have a wrap-up image. Looking at figure 2, the intrinsic motivation is 

represented by the equation 𝜀 = 𝑓(𝑁𝑖), the extrinsic motivation by 𝜀 = 𝑓(𝑋𝑖), and the 

total motivation by the equation 𝜀 = 𝑓(𝑁𝑖 , 𝑋𝑖). λ represents the point where total 

compensation, comprising fixed pay, incentives and rewards, is at its most efficient and 

effective point and an agent’s effort- to-pay ratio is at its highest. 𝜔∗is the point where 

the crowding-out effects set in, meaning that the intrinsic motivation starts to decrease, 

leading also to a slowing down of the rate of increase of the total motivation. 

Figure 3: Agent’s Job Performance and Work Motivation Cycle  

 

Figure 4: Agent’s pay effort curve  

 

Source: Pepper and Gore, 2012 
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From the above considerations we can understand that agency issues represent the main 

problem which corporate governance is trying to mitigate. 

 

3.4 Agency Theory and its issues 
 

First studies on Agency theory date back to 1932, when Berle and Means studied the separation 

between ownership and control in The modern Corporation and Private Property. Indeed, in 

their study, they recognized that the separation between ownership and control could create a 

diversion from the maximization of owners’ interests. 

 

Then, Jensen and Meckling (1976) defined the agency relationship “a contract under which 

one or more person engage another person to perform some services on their behalf. This 

involves a decision-making authority’s transfer from the principal to the agent”. Considered 

the natural propension to maximize their utility and the existence of asymmetric information 

in favour of management, this delegation will create some divergencies impeding the agent 

objectives’ optimizations and thus there is a need of some measures to help reducing this 

deviation. These measures represent a cost for firms and are defined as agency costs. They 

include: 

o all the monitoring expenses held up by the principal; 

o the bonding costs limiting the agent’s activity; 

o  the residual losses, which are losses in the market value of the corporation stemming 

from the misalignment between principal and management’s interest. 

Agency costs arise whenever there is a situation involving cooperative effort by two or more 

people. The most known is the “type one agency problem” and it arises with the principal-agent 

relation, coming only with the separation of ownership and control. Then, the “type two agency 

problem” results from conflicts between majority and minority shareholders, having the first 

group, exploiting its advantage and abusing of its stronger position to take decisions that will 

harm minority shareholders. Particular examples of the “type two agency problem” are: 

tunneling, self-dealing and creative self-destruction. The “type three agency problem” results 

from the presence of multiple layers between the principal, the manager and the conflicting 

interests of all different players of the governance chain. Finally, the “type four agency 

problem” appears when the board of directors decide to keep profit inside the company, not 
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distributing dividend, acting without keeping into consideration the shareholders’ interest 

(Zgheib, 2017). 

In this case, monitoring will play an important role trying to reduce conflicts as underlined by 

Alchian and Demsetz (1972).  

 

3.4.1 Nature of agency problems 

 

The most classic agency issues are: 

(1)  the Risk-shifting problem; 

(2)  the under-investment problem. 

Looking at the first kind and adopting the Jensen and Meckling definition of the agency 

relationship as a contract between principal and agents, we can see that the contract is what 

govern the relationship between the owner and the managers. The contract outlines the agent’s 

behaviours, specifying the bounds of the action (MacMinn, 2005). Therefore, given that the 

self-interest motivates both the principal and the agents, the contract should be complete to 

cover all possible contingencies. However, in real world, complete contracts, totally aligning 

agent interest to the companies’ ones, also resorting to the use of particular incentives or 

monitoring mechanisms, are rare and difficult to find. This means that agents, owning some 

autonomy in the decision-making process, could behave improperly following their own 

interests instead of those of the company and thus creating some conflicts of interests. 

 

The second group of agency problems is defined as the under-investment problem. This might 

arise when the firm is characterized by a debt over-hang. Indeed, in a firm with a high level of 

leverage, managers may decide not to invest in certain positive opportunity to prevent possible 

insolvency problems. The under-investment problem may occur also when information related 

to this investment opportunity are not clear. In fact, the hidden knowledge motivates under-

investment problems creating some difficulty in identifying the optimal choice. 

 

In conclusion, with all of these agency costs increasing firms cost of capital and reducing cash 

flows, some corporate governance mechanisms have been developed in order to reduce them, 

trying to assure to the investors an appropriate return. 
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3.5 Corporate governance mechanisms  
 

Firms are defined by agency theory as a “nexus of contracting relationship among individuals” 

and, since these contracts are incomplete, principals need to design a governance structure able 

to help these contractual relations, preventing from opportunistic behaviour or moral hazard.  

 

Corporate governance mechanisms can be seen as a tool allowing individuals to bring decisions 

that were mentioned in the initial contract. Hart (1995) in his paper Corporate governance: 

some theory and implications displayed the main mechanisms for controlling management 

decision making process: 

1. The use of the board of director as a monitor of management operations. This board 

is elected by shareholders to act on their behalf and it is composed by both insiders 

and outsiders of the firm. Sometimes this board is characterized by the presence of 

members that are not independent from the management, rendering the mechanism 

useless. Also, the sole use of external directors may be tricky since their financial 

interest in the company is small and they will tend not to efficaciously apply the 

monitoring role; 

2. The use of incentive schemes, including monetary compensation like bonuses, 

based on accounting data or stock options indexed on market data, linking the 

executive’s personal wealth to firm performance. This encourage managers to 

behave according to investors’ interest. However, the conditions making this 

instrument effective are: 

i. The share price must accurately represent the company’s value; 

ii. There should not be an asymmetry of information. 

Conversely, in real world, there is a difficulty for the principal to own complete 

information about manager’s behaviour -asymmetrical information- leading to an 

impossibility to draw an optimally balanced incentive scheme trading off its costs 

and benefits. Moreover, the agent, requires a premium for the uncertainty associated 

with this form of rewarding, linking their wages to company’s results. Indeed, 

managers are risk-averse individual and will tend to choose the level of effort that 

maximize their utility. And still, due to the asymmetrical information, it results 

difficult to the principal to own complete information about managers’ behaviours 

and thus to draw an optimally balanced incentive scheme trading off its costs and 

benefit; 
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3. Proxy fight, which takes place when a single shareholder or a group of shareholders, 

not satisfied with the management’s performance, engage in a campaign trying to 

persuade the remaining shareholders to replace the actual management. This 

process does not result easy to be applied due to the presence of the free-rider 

problem or some company’s rules allowing management to use companies found to 

protect themselves. The free rider issue is emblematic in widely held firms where 

the monitoring shareholders have to pay for the monitoring costs, but only gaining 

an increased return proportional to their shares, having other shareholders enjoying 

the remaining gain with no effort (Chen, 2005); 

4. Ensuring the presence of large shareholders. These, due to their sizeable stakes, are 

more inclined to bear the monitoring costs. They can intervene either using voice 

or exit strategies. 

Voice is an active intervention and can be exercised through the initiation of: 

a. Takeover;  

b. Proxy fights leading to a replacement of management;  

c.  Jawboning, in which the blockholder starts informal negotiation with 

management without removing the management itself. 

Exit strategy, instead, refers to the large blockholders voting “with feet” in response 

to dissatisfaction. This makes them as informer trader rather than controlling 

entities (Edmans, 2014). 

Still, both of these mechanisms may tunnel corporate resources away from the firm 

and extract private benefits of control, letting new agency problems arise with the 

excessive power of the major shareholder at the expenses of smaller shareholders. 

This happen especially in those countries in which the legal protection of minority 

shareholders is lacking; 

5. Through hostile takeovers, where a rider understand that the company is 

underperforming and decide to buy all of the company’s share at the actual value, 

making an offer to all the dispersed owners. Then, if its offer has been accepted, he 

replaces management and creates a capital gain equal to the gains obtained from 

improved management. However, this mechanism’s success may be impeded by 

the anti-takeover defences. Some of the most known of them are: 

o poison pill, represented by the creation of securities carrying special rights 

exercisable with the occurrence of triggering event, such as the 

accumulation of a particular percentage of the target shares or a tender offer. 
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This makes it more costly to acquire the firm, without the need to previously 

have the shareholders’ approval;  

o golden parachutes, consisting in separation provisions of an employment 

contract compensating managers for their loss under a change of control 

cause. Its rationale is the reduction of agency problems between manager 

and shareholders (Weston et al., 2014); 

o greenmail, a targeted repurchase of a large block of stock from specified 

shareholders at a premium; 

o Pac-Man defence, with the target counteroffering for the bidder; 

o white knight, when the target prefer another company to be combined with; 

o national laws, designed to protect home-based companies from hostile 

takeovers. 

All of these measures taken against takeover, together with the free-rider problem 

or the presence of other bidders, cause an increase in the bidding price close up to 

the real value of the firms, which it would have gained only replacing management; 

6. The corporate financial structure, precisely the company choice of debt. With firms 

opting for an appropriate balance between equity and debt, where the marginal 

benefits coming with debt keeping management away from taking private perks is 

offset by its cost of causing risky behaviour. This will work as an instrument to 

engage in activities that reduce agency problems. 

 

In view of the above, there are numbers of corporate governance structures, each of them 

characterized by advantages but also disadvantages. The usefulness of these mechanisms 

depend on how the principal succeed to control managers’ behaviours, but also on the legal 

rules on the background, such as those enforcing disclosure requirement, standard regulating 

self-dealing transaction, forbidding insider trading, restricting dividend distribution and 

requiring minimum capitalization. Each firm can tailor the most suitable combination of these 

tools in order to reduce its agency problems and minimize its cost, thus enhancing the profit 

maximization goal. 

 

3.5.1 Corporate governance in Europe 

 

Over the last 30 years an increasing shareholder-oriented approach to corporate governance 

emerged in European countries. With the privatization wave of the early 1990s, states 
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characterized by a stakeholder society, where the firm’s social responsibility include the 

protection of all those who have interest in the firm not necessarily being characterized by 

contractual relationship (Tirole, 2001), also started to consider the typical Anglo-Saxon 

corporate governance structure, having the focus on maximizing shareholders’ value. 

However, at the same time, during this period, also the traditional Anglo-Saxon corporate 

governance structure underwent through a partial alignment to the European ones. Combining 

these two opposite shifts, we can observe that during these years what took place is a slow 

mutual convergence in ownership structure probably driven on one hand by the stock market 

pressure trend and on the other hand by the internationalization process (Grandori, 2004). 

 

As matter of fact Germany, France, Italy and most of other continental Europe countries have 

been characterized for long time by a stakeholder society where management has a broad 

mission and which aim should be to: Maximize the sum of the various stakeholders’ surpluses, 

not only that of equity holders. Incentive on management should account for the externalities 

imposed on all stakeholders. Other two features of this stakeholder society are: 

(1)  the presence of a concentrated ownership, usually having family members, banks or 

government as holder of a larger share of stock, especially in Germany; 

(2) a two-tier board system, composed by a supervisory board, overseeing the performance 

of the management board, which is appointed to run routine managerial tasks. 

Instead, U.K. and other Anglo-Saxons countries embrace a shareholder society form. In this 

kind of society managerial incentives have the only scope to encourage management to focalize 

on maximizing shareholders’ return. It is a market-based model, where the ownership typically 

has a dispersed structure and thus the board of directors play an important monitory role. 

 

What became more and more of common interest of all European corporate governance 

structures, is the uniformity of the basic corporate law, focusing on protections of all 

shareholders’ interests. However, even if some changes occurred in corporate governance 

behaviour, some diversities persisted among countries, in particular while looking at the 

ownership composition. Large blockholders, in continental European countries, continued to 

be significantly present. Their presence seems to provide a more reliable control over 

managements improving the value of the firm, but at the same time it may lead to the 

appropriation of some of minority shareholders’ interests. Dissimilarities persisted also 

concerning the type of the blockholder: While Anglo-Saxons countries were characterized by 
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institutional investors, in continental European countries, families still represent one of the 

main recurrent groups.  

 

3.5.2 Family owned firms 

 

There is a large number of firms around the world which is owned and controlled by founding 

family members. These families, as owners, have been for long time under observation by 

scholars, receiving most of interests in previous literature researches. Lins et al (2013) and 

Bennedsen et al. (2015) edited two of the most relevant studies about this issue, respectively 

analysing whether family control has a significant impact and which are the assets and 

roadblocks characterizing this type of ownership. Below I reported a table summing up all the 

assets and roadblocks founded by Bennedsen in the Family Business map. 

Table I: Family assets and roadblocks 

Family asset Family roadblock 

o family values and personal ties 

enhancing value-based management 

and mitigate delegation issues 

o political connection 

o reputation 

o trust allowing firms to have access to 

cheaper financing 

o family conflicts 

o regulatory 

o cultural (e.g. the Chinese “One child 

policy”) 

o capital market constraint 

o efficiency distortion 

Source: Personal elaboration of Bennedsen’s paper 

Families with their value-based management, political connection, trust and reputation can 

therefore create a huge advantage to the firm. However, as with other type of large 

shareholders, they can also create some efficiency distortion. In fact, while managing a firm, 

they can follow their own interests instead of that of the company’s shareholder, but also thanks 

to the human capital constraints and the succession issues, the continuation of these family 

owned enterprises may be limited. Finally, from these previous significant studies it resulted 

that, while facing financial distress conditions, they tend to suffer more deeply than firms 

characterized by other types of blockholders. Since they usually have a significant need of 

external financing, in period of crisis, in order to maintain the family empire alive, they have 

to decrease their investments in a wider way than other widely held companies. 
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The more the family will be able to let its assets overcome its roadblocks, the more likely it 

will own and manage the firm for a long term. While the higher is the severity of the roadblocks, 

the greater is the possibility to have both an external owner and managers who will be better 

able to run the firm, as clearly appears from the Bennedsen’s family map. 

 

Figure 5:Family Business Map 

 

Source: Bennedsen et al, 2014, The Family Business Map 

 

3.5.3 Agency issues arising with large blockholders 

 

Looking at the ownership composition, several literature researchers observed that the 

concentrated ownership, characterizing most of continental European companies, allows to 

achieve a sub-optimal level of corporate governance (Renders and Gaeremynck, 2012). Indeed, 

companies with a dispersed ownership, where a large number of small shareholders coexists 

are characterized by the presence of the free-rider problem, making intervention mechanisms 

less likely to take place. While, in companies with large blockholders, the latter are incentivized 

by the percentage of stakes owned, to actively monitor management and to intervene with 

“voice” or “exit” mechanisms in case of inadequate managers’ behaviours. To be clear, 

speaking about the corporate governance mechanism concerning the use of voice, I refer to all 

those strategies adopted by certain blockholders such as takeover bids, proxy fights and 

jawboning which directly lead to an intervention on the actual managers action. While referring 

to the alternative mechanism concerning the use of exit, I indicate an action that will indirectly 
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impact managers behaviour. Knowing that the blockholders will sell stocks if unsatisfied by 

company’s results, let these mechanisms to indirectly encourage managers in investing in long 

term projects to avoid firm value reduction. This use of exit may also be useful to enhance 

voice effects. 

 

Nevertheless, the presence of large blockholders has also some drawbacks. Firstly, as said in 

the paragraph above, large controlling shareholders, owning the majority of firm’s control 

rights, can engage in a dominant behaviour, by implementing tunnelling and extracting private 

benefits at the expenses of minority shareholders. This create a new type of internal agency 

cost, besetting large investors. Secondly, the presence of blockholders, introducing the threat 

of intervention, may reduce harm on managerial initiative. Finally, the mere presence of large 

blockholders may also reduce liquidity (Edmans, 2014) which instead would have led to higher 

monitoring, since these costs could be covered by the informed trading profits that these 

blockholders would enjoy (Maug, 1998). 

Thus, we can apprehend that influence on a company performance is a trade-off between 

monitoring effect and private benefit expropriation effect (Cărăuşu, 2016). 

 

Later in this paper, precisely in the second part of my empirical analysis, I will also analyse if 

either the percentage of the major shareholder, which indicates the presence of blockholders, 

or the type of the major shareholder, have an impact on firms performance. This will help us 

understanding if there are particular corporate governance mechanisms with a more efficient 

impact in reducing agency cost, and consequently the cost of financing, leading to an 

enhancement in firm’s performance. 

 

Before the analysis of the shareholders’ composition, in my empirical model, I firstly observed 

the ownership type, looking whether the company was either privately, publicly or mixed 

owned. For this reason, the next paragraph is devoted to the literature historical diatribe 

concerning the supremacy of a particular ownership form over the others. 
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3.5.4 POE, SOE and MOE 

 
Figure 6: Global amounts raised from privatisation 

 

Source: OECD 2003 report 

The graph reported above illustrate the amount raised from the first privatization wave 

happening during the 1990s. All of this privatization came with the arising importance of the 

corporate governance structures and mechanisms. In this period scholars deepened/enhanced 

their interest in observing firms’ ownership composition, occupating with this theme much of 

the first wave of corporate governance researches.  

 

To define ownership, Grossman and Hart (1986) firstly developed a theory of costly contracts 

distinguishing contractual rights between specific and residual.  When it is too long and costly 

to define all the specific rights, one part should be let to purchase all those residual rights. 

Ownership is exactly the purchase of those residual rights of control. The separation of 

ownership and control cause agency problems, source of conflicts arising between owners and 

managers (Aguilera et al., 2015) . Researchers still haven’t found a clear-cut response to define 

the desirable governance structure. Indeed, all the different academics continue to have some 

disagreements about the effect of ownership changes on firm’s efficiency.   

 

All the different theories of the firm, such as (1) property rights, (2) transaction cost, (3) agency, 

and (4) resourced based theories recognize that ownership matters. However, all of them mostly 

focalize on the study of Privately Owned Firms, POEs, since, especially for “market-based” 

economies, their pre-eminence over of State Owned Enterprises, SOEs, has become such as an 

“article of faith “(Peng, 2016).  Coming with the neoliberalism mythologization of all capitalist 

economies, SOEs got depicted as anathemas. These firms, indeed, having the government 

inside the ownership, violate the neoliberal fundamental ideological tenets (Huan, 2016), which 

instead emphasize market competition and championed economic “lasses-faire”, attempting to 
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limit government intervention (Smith, Britannica Encyclopaedia). However, more recent 

literature researches and empirical evidence, such as the case of Singapore (The Economist, 

21st Jan 2012), demonstrated that SOEs can represent not only a viable alternative, but can 

reach similar economical and financial results compared to those achieved by POEs and thus 

some attentions should be put also on this type of firm’s ownership. 

 

Through their studies and empirical analysis, scholars such as Alchian (1965), Boardman and 

Vining (1989), Vickers and Yarrow (1991), Stiglitz (1993), La Porta and Lopez-de-Silanes 

(1999) and Peng et al. (2016) found out a generic economical outperformance of POEs versus 

SOEs. Public enterprises resulted to be inefficient compared to private ones because of: 

(1) Political interference and corruption: governments pursue political goals and personal 

income rather than maximize efficiency, such as excess labour spending, 

overemployment and locating firms in not efficient area to produce (Boycko, Shlefer 

and Vishny; 1996);  

(2) Compensation scheme: lack of direct link between the agents reward and the financial 

performances, they tend to follow bureaucratic criteria instead  (Dixit, 2002); 

(3) Poorly incentivized monitors: state-owned firms’ managers are left with a significant  

discretion to diverge from the firms’ goal (Shleifer, 1998); 

(4) Reduced incentive to invest and inhibition to the firm market orientation due to the 

absence of the survival pressure guiding a privately controlled firm. 

All of these shortcomings characterizing Government-owned firms combined with the pressure 

on public budget lead to a common response known as privatization. Indeed, privatization is 

seen by those researchers as an available tool to reduce all the Government failures (Shleifer 

and Vishny,1997). Also, the 2003 OECD paper “Privatising State-owned Enterprises” 

recognized the improvement of companies’ efficiency and performance as the central policy 

objectives. Even if different studies support this proposition that the newly privatized firms are 

more efficient and more profitable than publicly-held firms, currently the empirical evidence 

supporting this idea remain little. 

 

Moreover, this efficiency advantage of private firm over public one is evidenced only in 

competitive market conditions , thus also the effects of privatization depend on the wider 

market and the regulatory and institutional environments (Vickers and Yarrow, 1991). 
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In particular market conditions, it resulted that SOEs  may outperform POEs. Cuervo-Cazurra 

(2016) outlined how State-owned firms seems to be build up to address market imperfections. 

Also, Shleifer and Vishny (1997) in their work recognized that in presence of monopoly power, 

externalities (such as regulating pollution) or with distributional issues (like for public goods) 

POEs may not be the optimal choice. Indeed, SOEs result more able to bring to a suboptimal 

productive investment and to prove a “big push”, something that in those market imperfections 

enounced above result necessary to promote coordinated, complementary investments 

(Musacchio and Lazzarini, 2012).  

 Another relevant working paper in which scholars questioned about the POEs supremacy is 

that elaborated by Carney et al. (2019). Their study focuses on the institutions’ importance. 

And, using North (1990) as reference point,  they demonstrated that the national institutional 

system matter. This means that the different institutional configuration across countries can 

help in explaining the presence of “country effects” as something that directly impact firm 

performances. Hence, they do not find a generic supremacy of one ownership structure over 

the other, but emphasize the importance of firms governance and ownership structure’s 

adaption with the formal and informal “rules system” provided by the national institution.  

Finally, other two academics going against the classical neoliberalism assumption are Estrin 

and Gregorič (2019), who, going into the detail and studying less known area, evidenced how 

in developmental states with good and strong governance institution (e.g South Korea) SOEs 

can outperform POEs, generating some positive spillovers in the broader economy. 

 

Another scholar that discovered a particular relationship between state shareholding and firm 

performance is Tian (2000) in his paper “State Shareholding and the value of Chinese firms”. 

He found a U-shaped not monotonic relationship between the presence of the state in the 

ownership and the performance.  
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Figure 7: State shareholding and Corporate Value 

 

Source: Tian, 2000, State Shareholding and the value of Chinese firms 

Tian, analysing 825 firms listed on Shangai and Shenzen stock exchanges from 1994 to 1998, 

discovered that even if overall the effect appear to be negative, the enterprises with the largest 

shareholder being the government perform better than those composed by both government 

and non-government shareholders, where the state represent only a minority shareholders 

 

From the above paragraph, containing the different positions concerning the presence of the 

state in the ownership, one can understand that results are still very different, not providing a 

unique response to this corporate governance issue. This opened “question mark” represents 

the leitmotif at the base of my Master Thesis analysis. Indeed, my desire with this research was 

exactly to contribute in solving a specific issue, which is to figure out whether or not there is a 

supremacy of a particular ownership structure over other that would lead firms to reach better 

financial performance. 

 

Now, since this research focus on a specific industry- the airline one- before starting to present 

the core of my work, thus the econometrical model and its results, I will report some necessary 

information describing the airline industry trends and its characterizing corporate governance 

features. 
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4. Airline industry  
 

In 1926 the issuance of the Air Commerce Act firstly regulated the commercial aviation, 

introducing some standard regulation and facilitation. In 1938 the Civil Aeronautics Acts added 

some federal regulation of commercial aviation and instituted the CAB (Civil Aeronautics 

Board) whose role was to regulate the market environment, control entry and exit, mergers, 

acquisition and interfirm agreements and to create rules controlling routes, fares and schedules. 

Then a few years later, with the Chicago Convention of International hold on the 7th December 

1944, fifty-two countries signed an agreement establishing more additional rules concerning 

aircraft registration, entry regulation, but also newer ones regarding safety, security and 

sustainability. Moreover, with this convention came into the world a body, called ICAO 

(International Civil Aviation Organization) which still control the international air travel. 

However, a significant global expansion in this industry can only be found after the 1950s, 

period which saw an incredible growth in both domestic and international demand. 

 

4.1 Trends from the past  
 

Initially, national authorities operated commercial flights through their flag carrier in a quasi-

monopoly environment, characterized by the absence of competition and research for operative 

efficiency. Under this regulated environment, the industry was constantly growing, still 

remaining domestically stable. The international airline environment was thus governed by 

inter-state bilateral agreements, allowing for a strict control of market access. Typically, 

maximum two different companies operated in a given market and both of them had to set the 

standard fares levels imposed by the CAB to preclude price competition. Under CAB rules 

both prices and frequency were high and companies sought some ways to increase their market 

shares and fill up their plane. Thus, without route and market competition, in 1950s-1960s 

companies tried to differentiate themselves through on-board services also replacing their 

propeller aircraft with jet prompted plane. This allowed them to increase both their capacity 

and frequency of flights thanks to the characteristics of these new aircrafts, enabling them to 

reach faster the same destinations,  but also to cover longer routes. Furthermore, these new jets 

responded to the customer desire in seeking more comfort due to their higher cruise altitude, 

allowing them to avoid weather related turbulences and reducing propeller induced noises. 

With these improvements airline companies gained a disproportionate traffic market share 

which, with the simultaneous increase in costs, caused by the introduction of the new type of 
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aircrafts, contributed to reduce their earnings. In addition to these factors, other 

macroeconomics influences such as the first oil shock of 1973-74 contributed in boosting 

operating expenses and with the stagnation of growth. 

In response to this crisis the CAB tried to introduce some small modifications allowing carriers 

to cooperatively reduce capacity (Donohue and Ghemawat, 1989). However, these turned out 

to be not enough and researchers started to be hired to find a more suitable response. During 

the 1970s, academic consensus believed that what made the airline system inefficient was its 

extremely regulated environment. Thus, several groups started to challenge this government 

intervention, striving instead for a competitive environment, with no or low entry and exit 

barriers bringing to the regulatory failure, firstly phasing out the CAB with the CAB Sunset 

Act of 1984 and definitively in October 1978 with the approval of the Airline Deregulation act 

by the U.S. President Carter. 

 

4.2 Deregulation processes 
 

The approval of the US Airline deregulation Act in October 1978 represented the major turning 

point for air transportation. This is a federal law eliminating both price and entry regulation in 

the airline industry. In Europe this trend towards market liberalization stared to take place 

around the 1980s in various countries. And, in January 1993 the European Union completed 

its creation of a single European market, introducing the “Third European air transport 

liberalization package”. This package replaced all previous bilateral agreements with the 

creation of a sole market where companies operated under similar conditions, marking the end 

of national rule-making power. The creation of a unique European market leaded also to the 

issuance in 2002 of the EU- US Open Skies agreement, allowing any airline of the European 

Union or of the United State to fly between any point from Europe to U.S. and vice versa. From 

that period on, Europe is considered as an identity also in the aviation industry, with its 

designed agency, the European Civil Aviation Conference (ECAC), regulating the airline 

sector.  

 

Prior to these events, the European Commission had no influence on the air transport 

regulation, meaning that there were single states following their individual agendas, each of 

them having an airline carrier performing the role of “preferred vehicle” in the national air 

transport policy. These airline companies operated in an highly regulated environment, 

characterized by limits imposed on the number of airlines serving a particular route and the 
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government control over rates that could be charged for a particular route. This regulated 

environment, depicted by an entrenched regime of international and bilateral regulation, lead 

airline companies to have no incentives to innovate. While, with the deregulation process, 

barriers to entry were removed and airline companies lost their protection from competition at 

the same time gaining the possibility to earn higher profits, setting their preferred price. Indeed, 

after deregulation, prices started to be set following complex business models able to offer 

differentiated fare packages considering both the service quality/price sensitivity of travellers 

(Smith and Cox, 2008).  

The airline industry, with the deregulation, was completely upset. The environment became 

more unstable and riskier and several of the major historical airlines companies found 

difficulties in bearing the competition arising with the introduction of new challenging and 

innovative business models distinctive of the newly entered companies. In order to give a 

meticulous representation of which were the main features in this revolutionized airline sector, 

below I reported firstly the OECD table analysing the market composition through the share of 

each different carrier type and secondly the Five forces Porter analysis developed in the IATA 

“Vision 2050” paper. 

 

Figure 8: Share of different carrier types in the total number of intra-European flights 

 

Source: OECD, EU Air transport liberalization process, impacts and future considerations 
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Figure 9: Five Porter analysis – Airline industry 

 

Source: IATA, Vision 2050  

 

The first figure, Figure 8, emphasizes how LCC started to gain market shares at the end of the 

1990s, with a simultaneous stagnation in the growth of number of flights and routes served by 

the “flag carriers”.  

While the second picture, Figure 9, portraited by the IATA underline how deregulation has 

been partial, leaving the airline industry fiercely competitive in some areas while lacking the 

freedom to react to the consequences of intense rivalry in others. 

Moreover, this different environment was firstly characterized not only by an exacerbation of 

competition but also by a global economic recession and high volatility in fuel prices. All of 

these factors contributed in making this one of the most turbulent periods for commercial 

aviation (Vasigh et al., 2015). Indeed, one needs only to think that from 1993 in three years 

only, sixty companies disappeared and other new eighty licenses were granted. 
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Considering that the liberalization process started with an economic recession, the grow in air 

transport industry was still above the average as well as the increase in the number of European 

route growing  from 490 in 1992 to 520 in 1996 (Scharpenseel, 2001). 

 

Major European carriers made noteworthy efforts in order to remain competitive in the market, 

trying to reduce costs, slashing prices and focusing on productivity maximization, through the 

use of economies of scale and scope. In fact, the abrogation of entry regulation allowed Low 

Cost Carriers (LCCs) to easily penetrate into the European market and create fierce 

competition. Airlines responded to this battle-hardened threat differentiating themselves, by 

offering higher quality service and shifting their position from “commodity” to “service 

oriented” airlines. 

 

4.3 Alliances 
 

Following the deregulation, the firsts international strategic airlines alliances appeared. Airline 

alliances are collaborative partnerships between two or more carriers involving operations with 

the declared intention of improving competitiveness and thus, enhancing overall performance 

(Morrish and Hamilton, 2002). Though alliances airline carriers aimed to achieve two 

particular goals: to reduce competition on certain particular routes and gain market shares, 

improving their operational and marketing efficiency while expanding their network to a wider 

area. In fact, through the code-sharing mechanism, an airline company is allowed to sell tickets 

on a partner’s flight to destination that previously were not served by the company route 

network. Moreover, these alliances permitted also a significant cost reduction coming from 

economies of scale and knowledge, coming with resource pooling across operational areas or 

cost centres, such as join information technologies, sales and marketing, station and ground 

facilities and purchasing (Button et al., 1998). 

Alliances are perceived as strategic weapons, still being enormously complex to manage 

successfully and they are frequently subject to instability, poor performance and premature 

dissolution (Parkhe, 1993). Elements such as trust, commitment and compatibility are 

considered necessary in order to have an efficacious alliance. 
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4.4 Low cost carriers business models vs. legacy carriers 
 

 Low cost carriers provide a simple no-frills products and services, using a point-to-point 

network by means of one single type of aircraft, highly utilized per day and characterized by 

high-density seating. They operate in smaller and peripheral airport, renouncing to provide 

hubbing or connection flights, preferring a point-to-point network. All of these factors allow 

these companies to achieve the aim of cost minimization, maximizing efficiencies and thus 

creating new market competition. 

 

Figure 10: LLC market share in EU 2009-2019 

 

Source: personal elaboration of Statista’s data 

 

The growth of the new entrants, with the “LCC” business model, generated new demands on 

the same route or on semi parallel routes of the pre-existing ones covered by flag carriers, 

creating a spillover effects and thus, irreversibly reforming the competitive dynamics within 

the airline industry. LCC in 2019 reached the 33,1 percent of the total seat capacity in Europe 

in 2019, plus 10 percent of the market shares compared to the 2009’s levels. Moreover, LCCs 

introduced the possibility to buy tickets online directly from the company’s website. This 

allowed consumers to (1) compare different companies’ travel fares in order to choose the most 

convenient one and (2) avoid travel agencies fees. 

 

Due to this market revolution, the incumbents had to revise their traditional business model to 

regain part of their original market power. The first step usually describing the restructuring 

process of national carriers, was their ownership reorganization. Indeed, most of the former 
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flag carriers had to rethink their business models, passing through a privatization process, 

hoping this would lead them to get to better financial results. These privatizations moved 

enterprises from a government driven mindset, controlled by rules and regulations, to a market 

driven one, where decisions are determined by market competition and where profit 

maximization and cost minimization have to come to the fore.  

However, as seen by the researchers Vlaar, De Vries and Willenborg (2005), incumbents 

possess particular characteristics, such as: 

1. The cannibalization issue, since they had to take into account the profit from their 

current network and resources while transiting towards a new business model; 

2. The prevalence of conventional wisdom leading the old flag carriers to remain attached 

to their no more efficacious “hub and spoke” model and heterogeneous fleet; 

3. Overconfidence, or learning myopia, bringing inertia and making incumbents unable to 

adapt enough transformations. 

All of these factors impeded the pre-existing flag carriers to extract value from a new business 

model and consequently to adequately respond  to industry challenges.  

 

4.5 Privatization waves in 1990s 
 

Privatization, as defined by the Cambridge Dictionary, occurs when an industry, a company or 

a service that was previously owned and controlled by government is sold and thus become 

privately owned. During the late 1980s, a privatization trend started to spread throughout most 

of capitalist governments in different industries, airline industry included. These privatizations 

were seen at the same time as a way to improve firm financial performances and its efficiency 

with the injection of new capital and a way to reduce the financial contribution of the state in 

providing goods and services. This measure was primarily used by those governments who 

found themselves in deep budget deficit and wanted to satisfy particular constraints imposed 

by European Union treaties and rules. Actually, privatization is still one of the main options 

chosen by European states to reduce their public sector debt and thus to achieve the 

macroeconomic criteria of the Maastricht treaty (Guislain, 1997). Another reason in favour of 

this transfer from public to private ownership can be seen in the rapidly and ever-changing 

environment that started to characterize airline industry since the introduction of the 

Deregulatory Act. Indeed, POEs seems to own a more adequate flexibility than SOEs, helping 

them to react more quickly to market challenges, also creating some strategical international 

alliances. 



 

37 

 

 

In conclusion, privatization can be seen as a result of both economic and political choices made 

to respond to peculiar market changes and new competitive pressures that turned the former 

flag carrier business model into an obsolete one. Still, privatization by itself, do not appear to 

be enough in order to efficaciously improve failing companies’ financial performance. This 

should come together with a complete company’s culture restructure. 

 

 As reported by Morrell in Airline Finance, the government stake in the major 25 airlines 

companies decreased from 48 per cent of the early 1980s, period in which European aviation 

was characterized by bilateral agreement, to 16 per cent in 2005. Previously flag carriers 

operated in a nearly monopolist domestic market, while with the market liberalization, the new 

entrants low-cost carriers started an aggressive behaviour against publicly owned companies 

which thus needed to react in order to survive to the market. This resulted in a significant fade-

out of government influence. 

  

4.6 POEs VS SOEs in airline industry 
 

Privatizations and the creation of strategic alliances are the twin pillars of the aviation strategy 

that companies continue to use to solve lots of the financial problems faced by national carriers. 

Thus, according also to this privatization waves some researchers started to look at SOE as 

“transition economies” (Peng, 2000) setting up the company for a successive privatization. 

 

Nonetheless, SOEs are still worldwide present and, as matter of fact, what other scholars seems 

to emphasize is that not always privately owned companies represent the best solution to 

achieve better results. Indeed, as reported by a recent study of Estrin and Gregorič (2019), the 

State intervention can be justified and something needed with market failure, where private 

production cannot ensure a Pareto-efficient allocation of resources. Moreover, certain SOEs 

may possess some strong political ties allowing them to outperform non-SOEs. 

 

All those state owned airline companies who went through a privatization process shared a 

situation of serious financial distress. This may be due to (1) their over-politicization, giving 

them a slower reactivity in responding to challenging market conditions and (2) to a higher 

level of leverage. Over-politicization of national carriers usually brought a non-clear-cut long-
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term strategy, a stifling bureaucracy and an excessive number of personnel. All of these 

elements together resulted unnecessary and detrimental in period of crisis.  

 

That said, not all government-owned airline companies must suffer from all of these distresses. 

It depends on the degree of freedom left to managers in their decision-making process. And, 

sure enough, what one should keep in mind here is that SOEs today aren’t necessary owned 

and managed directly by the state. They can be “state-owned and managers or privately-

controlled” (Peng et al., 2016) and this consents them to follow a more market-oriented view, 

equally competing with privately owned firms of the same industry. Governments, accepting 

not to interfere in management decisions, reducing the level of debt and introducing a new 

capital through financial restructuring, can still compete with privately owned companies. 

 

Now, once I depicted both the corporate governance issues and the last year trends of airline 

industry, I can start with  the description of my analysis, where I want to understand whether a 

privately owned company effectively overperform with respect to a State-owned carrier, also 

having as aim to shed some light on the 1990s European privatization waves characterizing the 

airline sector.  

 

 

5. Empirical analysis 
 

As already emphasized in this paper, the literature on this topic has thus far not produced a 

clear-cut result about ownership’s impact on efficiency and performance of airline firms (A. 

Cavaliere, S. Scabrosetti, 2006). The purpose of this study is to contribute in providing new 

evidences on the influence of the ownership structure on firms’ financial performances and to 

find out if there are any differences in terms of company’s response to a macroeconomic shock 

depending on firm’s ownership structure. More specifically, I will focus my research on the 

European airline industry. For this purpose, I collected financial and (more) general corporate 

data of 41 European airline companies over a period of ten years, from 2009 to 2018. The 

research’s design aims to address the following problems:  

1. Does ownership structure explain the differences in the financial performances of 

airline firms? 
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2. Does the ownership structure affect how airline firms responds to a particular 

macroeconomic shock?  

3. What other factors, beside the ownership structure, affect the performance of airline 

firms? 

 

In the next paragraphs I will start describing my empirical study, opening with the foundation 

provided by the econometrics theory up to the description of my analysis procedure, its result 

and the conclusion drawn from it. 

 

5.1 From the econometrical background to the research model 

construction 
 

In my empirical analysis, I resorted to econometric methods to test whether the different 

ownership features effectively have an impact on firm’s financial performance. Indeed, 

econometrics is based upon the development of statistical methods for estimating economic 

relationships, testing economic theories, evaluating and implementing important government 

and business policy. 

 

As first step, I formulated the question of interest, which represents the starting point for an 

empirical analysis, followed by the construction of a formal economic model, consisting of 

mathematical equations coming from the economic theory to describe various relationships. 

After that, we need to shift to the creation of an econometric model, adhering to the guideline 

provided by the economic theory. A generic model can be simply represented as:  

𝑦 = 𝛽0 + 𝛽1𝑋1 + 𝛽2𝑋2 + ⋯ + 𝛽𝑛𝑋𝑛 + 𝑢 

where the constants 𝛽0, 𝛽1, … , 𝛽𝑛  represent the parameters of the econometric model, 

describing the strengths and directions of the relationship between the dependent variable and 

other factors, 𝑢 term contains all unobserved factors.  

Once the econometric model has been built, various hypothesis of interest can be stated and 

data can be collected. Then, these data will finally allow the researcher to shape its econometric 

model and to formally test the hypothesis of interest.  

 

In this Master Thesis analysis, the first basic Econometric model is defined by: 
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𝑃𝐸𝑅𝐹𝑂𝑅𝑀𝐴𝑁𝐶𝐸

=  𝛽1𝑂𝑊𝑁𝐸𝑅𝑆𝐻𝐼𝑃 + 𝛽2𝑆𝐼𝑍𝐸 + 𝛽3𝑅𝐸𝐺𝐼𝑂𝑁 + 𝛽4𝐿𝐸𝑉𝐸𝑅𝐴𝐺𝐸

+ 𝛽5𝐼𝑁𝑇𝐸𝑅𝐶𝑂𝑁𝑇𝐼𝑁𝐸𝑁𝑇𝐴𝐿𝐹𝐿𝐼𝐺𝐻𝑇 + 𝛽6𝐿𝐶𝐶 + 𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶𝐶𝑂𝑀𝑃𝐸𝑇𝐼𝑇𝐼𝑂𝑁

+ 𝛽8𝐹𝐿𝐸𝐸𝑇𝐻𝑂𝑀𝑂𝐺𝐸𝑁𝐸𝐼𝑇𝑌 + 𝛽9𝐼𝑂𝐼𝐿𝑃𝑅𝐼𝐶𝐸𝑆𝐻𝑂𝐶𝐾 + 𝑢 

Before running my regression, to identify whether or not all my model’s sample conformed to 

a particular trend, I firstly plotted all information on a chart where the x-axis is the year under 

consideration and the y-axis is the performance measure. Below are reported three different 

graphs each of them having as dependent variable one particular performance measure, which 

can be either ROA, profit margin or EBIT margin. The different coloured lines represent the 

performance results of all different airline companies during the period under analysis. 

 

Figure11 : Airline carriers’ ROA 2009-2019 
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Figure12: Airline carriers’ profit margin 2009-2019 
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Figure13: Airline carriers’ EBIT margin 2009-2019 

 

Source: Personal elaboration of the sample data 
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worlds, a panel data model consists of several observations done on the same n entities for a 

time period equal to T and the data are denoted as: 

(𝑋𝑖𝑡 , 𝑌𝑖𝑡), 𝑖 = 1, … , 𝑛 𝑎𝑛𝑑 𝑡 = 1, … , 𝑇  

where i refers to the entity observed and t refers to the period in which it is observed. 

 

Pooling cross sectional data from different years give a richer source of variation, permitting a 

more efficient estimation of parameters and a better fitting of dynamic behaviours (Baltagi, 

2005). Indeed, multiple observation on the same unit allow to control for certain unobserved 

characteristics of individuals and facilitate in identifying and estimate causal effects that 

otherwise, using pure cross-section or pure time-series data, would not be detected. Moreover, 

panel data are also advantageous due to their capacity to control for heterogeneity. 

 

The pooled regression model is given by: 

𝑦𝑖𝑡 = 𝛼 + 𝛽𝑋𝑖𝑡 + 𝑢𝑖𝑡 

where i denotes cross-sections and t denotes time-periods with i=1,2,…, N and t=1,2,…, T. α 

is a scalar, 𝛽 is K x 1 and 𝑋𝑖𝑡 is the it-th observation on K explanatory variable. 

 

As we will see in a few paragraphs, a pooled cross section is analysed similarly to a standard 

cross section, adding the necessity to consider how relationships changed over time. However, 

before the meticulous description of all parts of my regression analysis I must report which are 

the data adopted for the research. 

 

5.2 Data sample 
 

Below is depicted a part of the table containing my sample data to allow the reader to get an 

overview of the period and area under analysis. The entire panel data table is available in the 

Appendix included at the end of the research.  
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Figure 14: Data sample extract 
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Just looking at this section of my entire sample data table, the panel data built for the research 

result appears to be unbalanced. Indeed, the regression has some missing data for at least one 

entity T, that means it owns at least one entity not observed for every periods. This happened 

because of the unavailability of certain observations for some variables, still not causing 

inconsistency of estimation with the application of most of R commands, that allowed me to 

reach my research conclusion. 

 

After I have given this brief overview on the theoretical background on which the model is 

based, I can start with the description of the methodology adopted in this empirical analysis. 

 

5.3 Methodology 

 
The method which I used to answer the three research questions (paragraph 1.2) will be 

described as follows:  

(a) Data collection and treatment groups, (b) dependent measures, (c) independent variables, 

(d) descriptive statistics, (e) procedures and (f) empirical results. 

 

5.3.1 Data collection and treatment groups 

 
I tested my hypothesis using panel data from 2009-2018 on a sample of European commercial 

airline companies. The data were extracted from Orbis and Osiris database, companies’ annual 

reports and websites. In this study, I decided to restrict the area under analysis, focalizing on 

European based companies, which share a more similar political- economical background and 

culture. For some of these firms, complete information on ownership and performance were 

not available. Thus, I ended up with a sample of 41 companies. Table 1 provides the list of my 

airline sample with the information on each firm’s ownership structure: “private”, “mixed” or 

“public” for each year under analysis. Following the literature, I have divided the firms into 

different ownership categories based on the type of the major shareholder, or more specifically, 

based on the ownership share held by the government (as it is common owner of airline firms). 

I identified “public ownership” as direct and indirect ownership by any entity that is 

government controlled in a percentage which is higher than 75%; “private ownership” any 

carrier with non-government shareholders representing at least the 95% and “mixed 

ownership” as non-government and government shareholders coexisting in the ownership of a 

company, with government shares not exceeding 75% of company’s total shares. 
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Table II: Ownership groups 

  % shares Owners 

Private >95% Non-government shareholders  

Public  >75% Entity controlled by the government, either directly either indirectly 

Mixed 5≦x≦75% Government shareholders 

 

As reported by Table III the sample contains 250 cases of “private” ownership, 72 of public 

ownership and 88 of mixed ownership. Starting from this sample data I firstly ran a model 

thereby checking whether the type of ownership affects firm performance. Then, in the next 

step, I have only considered private or mixed owned carriers and included in the analysis other 

two independent variables: “% owned by the major shareholder” and “type of the major 

shareholder”. The latter variable represents the group of membership of the main shareholder 

which is distinguished into 3 different classes: corporate, institutional ownership (=financial 

company, investment company, insurance company, bank) and state. 
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Table III: Data sample ownership 

Name Country of origin 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Adria Airways Slovenia Public Public Public Public Public Public Public Private Private Private 

Aegean Airlines Greece Private Private Private Private Private Private Private Private Private Private 

Aer Lingus Ireland Mixed Mixed Mixed Mixed Mixed Mixed Mixed Private Private Private 

Aeroflot Group Russia Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

Air Baltic Latvia Mixed Mixed Public Public Public Public Public Public Public Public 

Air Corsica France Private Private Private Private Private Private Private Private Private Private 

Air Dolomiti Italy Private Private Private Private Private Private Private Private Private Private 

Air Europa Spain Private Private Private Private Private Private Private Private Private Private 

Air France-KLM France-Netherlands Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

Air Italy Italy Private Private Private Private Private Private Private Private Private Private 

Air Nostrum Spain Private Private Private Private Private Private Private Private Private Private 

Air Serbia Serbia Public Public Public Public Mixed Mixed Mixed Mixed Mixed Mixed 

Albastar Spain Private Private Private Private Private Private Private Private Private Private 

British Airways United Kingdom Private Private Private Private Private Private Private Private Private Private 

Brussels Airlines Belgium Private Private Private Private Private Private Private Private Private Private 

Bulgaria Air Bulgaria Private Private Private Private Private Private Private Private Private Private 

Croatia Airlines Croatia Public Public Public Public Public Public Public Public Public Public 

Czech Airlines Czech Republic Public Public Public Public Private Private Private Private Private Private 

easyjet United Kingdom Private Private Private Private Private Private Private Private Private Private 

Finnair Finland Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

flybe United Kingdom Private Private Private Private Private Private Private Private Private Private 

Iberia Spain Private Private Private Private Private Private Private Private Private Private 

Iceland Air Iceland Private Private Private Private Private Private Private Private Private Private 

LOT Polish airlines Poland Public Public Public Public Public Public Public Public Public Public 

Lufthansa Germany Private Private Private Private Private Private Private Private Private Private 

Luxair Luxemburg Mixed Mixed Mixed Mixed Mixed Mixed Mixed Public Public Public 

Norwegian 

Air Shuttle 

Norway Private Private Private Private Private Private Private Private Private Private 

Ryanair Ireland Private Private Private Private Private Private Private Private Private Private 

s7 group Russia Private Private Private Private Private Private Private Private Private Private 

SAS  Sweden-Denmark Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

Smartwings Czech Republic Private Private Private Private Private Private Private Private Private Private 

TAP Air portugal Portugal Public Public Public Public Public Public Mixed Mixed Mixed Private 

TAROM Romania Public Public Public Public Public Public Public Public Public Public 

Turkish airlines Turkey Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

Ukraine 

International airlines 

Ukraine Mixed Mixed Mixed Private Private Private Private Private Private Private 

Utair Russia Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed Mixed 

Virgin atlantic United Kingdom Private Private Private Private Private Private Private Private Private Private 

Volotea Spain Private Private Private Private Private Private Private Private Private Private 

Vueling Spain Private Private Private Private Private Private Private Private Private Private 

Wizzair Hungary Private Private Private Private Private Private Private Private Private Private 



 

49 

 

5.3.2 Dependent measures 

 
The key dependent variables used in this study are as follows: 

i. Returns On Assets (𝑅𝑂𝐴) =
𝑃

𝐿
 𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥

𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡
× 100 

where P/L stands for the profit and loss financial statement, summarizing all revenues, costs 

and expenses incurred during a fiscal year, which measures the amount of income before tax 

that is generated by one dollar of assets; 

ii. Profit margin=
𝑃

𝐿
 𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥

𝑜𝑝𝑒𝑟𝑎𝑡𝑜𝑛𝑔 𝑟𝑒𝑣𝑒𝑛𝑢𝑒
× 100 

where the operating revenue, as defined by the BusinessDictionary, is the net sales revenue and 

other amounts derived from the primary business operations of a company; 

iii. EBIT margin=
𝐸𝐵𝐼𝑇

𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑟𝑒𝑣𝑒𝑛𝑢𝑒
× 100 

where EBIT stands for Earnings Before Interest and Taxes. 

ROA, Profit margin and EBIT margin are key financial performance ratios that capture the 

efficiency of firm performance. 

 

5.3.3 Independent variables 

 
In addition to the key explanatory variables related to airline ownership structure (see below), 

I also included a set of control variables that might correlate with ownership, also affecting 

firm performance. Firstly, I control for firm size, computing the natural log of total assets. 

Looking at large airlines, as already evidenced by M. Backx et al (2002), we can see that they 

enjoy economies of scale (which should increase their performance) but at the same time, due 

to their size, they might also experience higher coordination and agency costs, which reduce 

performance (Xu and Wang, 1999). Secondly, I controlled for leverage. Indeed, there are 

several literature researches investigating in the relationship between leverage and firm 

performance. Some of them find a positive effect of leverage arising in presence of asymmetric 

information, while others found out that leverage and firm performance can be negatively 

related because a higher level of leverage would increase agency costs between owners 

(Oyakhilome W. Et al, 2018). Leverage here is measured through the gearing ratio, which is a 

measure of how much of a company's operations are funded using debt versus the funding 
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received from shareholders as equity. Moreover, it seems possible that ownership effects on 

performance are also an indirect function of income levels of a country of origin having the 

citizens’ purchase power directly impacting their travel possibilities. Thus, I controlled also for 

the airline’s region of origin, using the regional indicators defined by the International Civil 

Aviation Organization, ICAO: Northern Europe (E), Southern Europe and Israel (L), Russia 

(U). For statistical reason, I grouped “Iceland air” into region E, while strictly following the 

ICAO code it should have been region B: Greenland, Island and Kosovo. I also included four 

dummy variables which consider if carriers: (1) operate intercontinental flight, (2) are Low 

Cost Carriers (LCC), (3) are subject to domestic competition in the company’s region of origin 

and (4) have a fleet composed by a single type of aircraft, “fleet homogeneity”. These dummies 

try to control from possible economies of scale and scope, that could arise in certain condition. 

Taking “fleet homogeneity” dummy as example, it seems clear that airlines companies use fleet 

standardization as a measure to increase their learning curves’ slope, reducing both operating 

and maintenance costs and, this, as suggested by Hannu Seristö and Ari P.J. Vepsäläinen  

(1997), may lead to better financial results. 

Finally, to give an answer to the second point of my research question: “Does the ownership 

structure allow the company overperform in a particular macroeconomic shock?” I introduced 

another dummy variable: “the 2014-2016 oil price shock”, indicating the temporal period in 

which the Brent price of crude oil decreased over 70%, as shown by the graph reported below. 

 

 

Source: Personal elaboration of Statista’s data 
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5.3.4 Descriptive statistic data 

 
In this section through Table IV and Table V, I report summary statistics of firms’ financial 

performance. In table II are presented summary statistics, including mean, median, standard deviation, 

1st and 3rd quartile of all numerical variables included in my regression. Instead, in Table III are 

illustrated descriptive statistics of categorical variables. 

 

Table IV 

Summary statistics 

Data on firms' financial performance from 2009 to 2018 are from Orbis/Osiris database and companies' website. 

ROA measures the amount of income before tax that is generated by one dollar of assets. Profit margin represents 

what percentage of revenue has turned into profit. EBIT margin measures company's operating profit as a percentage 

of its revenue. Firm size is represented by the natural logarithm of total assets. Major shareholder is the percentage 

of a company's share hold by the major shareholder. Leverage is computed using the gearing ratio, which measures 

the level of company's debt to its equity capital. 
 

  
Mean 

Standard 

deviation 

25th 

percentile 
Median 

75th 

percentile 

Financial performance 

measures 
  

   

ROA (%) -0,643 23,128 -4,355 1,681 7,381 

Profit margin (%) 0,197 14,108 -2,747 1,032 5,072 

EBIT margin (%) 0,437 11,624 -2,032 1,613 5,358 

   
   

firm measures  
  

   

Firm size 14,504 2,7327722 12,709 14,323 16,294 

Major shareholder 0,622 0,314 0,367 0,558 0,975 

Leverage 173,700   43,360 105,930 219,810 
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Table V 

Categorical variables 
   

Descriptive statistics of categorical variables. Ownership, looking at major shareholder type, defines whether the 

company is privately or state owned. Type of owner classifies the group of membership of the major shareholder. 

Oil price shock indicates whether in a particular year there was an oil price shock (I used the oil price decline of 

2014-2016). Region refers to the region of origin of the airline company. Intercontinental flights indicates whether 

or not a company operate worldwide. LCC looks if the company is a Low cost carrier. Fleets homogeneity 

considers the fleet composition of the company. Domestic competition observes if there is more than one company 

in the analysed carriers' region of origin. 

Variables   No  % 

Independent Variables 
   

Ownership Private  245 0,597560976 

 
Mixed 97 0,236585366 

 
Public 68 0,165853659 

    
Type owner Corporate 184 0,448780488 

 
Institutional ownership 150 0,365853659 

 
State 76 0,185365854 

    
Oil price shock No 287 0,7 

 
Yes 123 0,3 

    
Control variables 

   
region L 200 0,487804878 

 
E 160 0,390243902 

 
U 50 0,12195122 

    
Intercontinental flight  No 200 0,487804878 

 
Yes 210 0,512195122 

    
LCC No 300 0,731707317 

 
Yes 110 0,268292683 

    
Fleet homogeneity No 310 0,756097561 

 
Yes 100 0,243902439 
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Domestic competition No 150 0,365853659 

  Yes 260 0,634146341 

 

5.3.4 Procedures 

 
In order to test whether ownership structure affects the performance of airline firms, and their 

response to shock, I estimate the following regression models: 

 

Model I: 

𝑃𝐸𝑅𝐹𝑂𝑅𝑀𝐴𝑁𝐶𝐸

= 𝛼 + 𝛽1𝑂𝑊𝑁𝐸𝑅𝑆𝐻𝐼𝑃 + 𝛽2𝑆𝐼𝑍𝐸 + 𝛽3𝑅𝐸𝐺𝐼𝑂𝑁 + 𝛽4𝐿𝐸𝑉𝐸𝑅𝐴𝐺𝐸

+ 𝛽5𝐼𝑁𝑇𝐸𝑅𝐶𝑂𝑁𝑇𝐼𝑁𝐸𝑁𝑇𝐴𝐿_𝐹𝐿𝐼𝐺𝐻𝑇 + 𝛽6𝐿𝐶𝐶

+ 𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶_𝐶𝑂𝑀𝑃𝐸𝑇𝐼𝑇𝐼𝑂𝑁 + 𝛽8𝐹𝐿𝐸𝐸𝑇_𝐻𝑂𝑀𝑂𝐺𝐸𝑁𝐸𝐼𝑇𝑌

+ 𝛽9𝑂𝐼𝐿𝑃𝑅𝐼𝐶𝐸_𝑆𝐻𝑂𝐶𝐾 

 

Model II:   

𝑃𝐸𝑅𝐹𝑂𝑅𝑀𝐴𝑁𝐶𝐸

= 𝛼 + 𝛽1𝑂𝑊𝑁𝐸𝑅𝑆𝐻𝐼𝑃 + 𝛽2𝑇𝑌𝑃𝐸_𝑂𝑊𝑁𝐸𝑅 + 𝛽3𝑀𝐴𝐽𝑂𝑅_𝑆𝐻𝐴𝑅𝐸𝐻𝑂𝐿𝐷𝐸𝑅

+ 𝛽4𝑆𝐼𝑍𝐸 + 𝛽5𝑅𝐸𝐺𝐼𝑂𝑁 + 𝛽6𝐼𝑁𝑇𝐸𝑅𝐶𝑂𝑁𝑇𝐼𝑁𝐸𝑁𝑇𝐴𝐿_𝐹𝐿𝐼𝐺𝐻𝑇 + 𝛽7𝐿𝐶𝐶

+ 𝛽8𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶_𝐶𝑂𝑀𝑃𝐸𝑇𝐼𝑇𝐼𝑂𝑁 + 𝛽9𝐹𝐿𝐸𝐸𝑇_𝐻𝑂𝑀𝑂𝐺𝐸𝑁𝐸𝐼𝑇𝑌

+ 𝛽10𝑂𝐼𝐿𝑃𝑅𝐼𝐶𝐸_𝑆𝐻𝑂𝐶𝐾 + 𝛽11𝐿𝐸𝑉𝐸𝑅𝐴𝐺𝐸 

 

Before starting to explore whether characteristics of corporate governances affect European 

airlines’ performance, I verified the absence of multicollinearity between independent 

variables, which is the fourth assumption in the multiple regression model. Perfect 

multicollinearity happens when one of the regressors is a perfect linear function of other 

regressors (Stock and Watson, 2015). This would prevent the estimation of the regression, 

undermining the precision of the estimate coefficients. Here, I reported the graph obtained with 

R that measures correlation coefficients between my regressed variables and the VIF table, 

Table VI, which also check for the absence of multicollinearity by estimating how much the 

variance of a regression coefficient is inflated due to multicollinearity in the model.  
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Figure 15: Correlation coefficients 

 

 Source: Table extracted through R program 

Table VI 

Multicollinearity table 
   

This table represents variance inflation factors, a measure of multicollinearity. Here, due to the presence of 

categorical variable results report generalized variance inflation factor GVIF. Df measures degree of freedom of 

the variable. GVIF^(1/(2*Df)) is a measure computed to make GVIFs comparable across dimension (Fox and 

Monette, 1992). [GVIF^(1/(2*Df))]2  is computed in order to use the usual VIF rule. 

     

  GVIF Df 

GVIF^(1/(2*Df)

) [GVIF^(1/(2*Df))]^2 

Ownership 2.483214  2 1.255317 1.57582 

Firm size 1.511074  1 1.229257 1.51107 

Leverage 1.166852 1 1.080209 1.16685 
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Region  3.398685 3 1.226173 1.50350 

Intercontinental flight 2.260135 1 1.503374 2.26013 

LCC 2.219211 1 1.489702 2.21921 

Domestic competition 1.666601 1 1.290969 1.66660 

Fleet homogeneity 1.857755 1 1.362995 1.85776 

Oilprice shock 1.011503 1 1.005735 1.01150 

 

 

 

To mitigate multicollinearity concerns, I calculated the Variance Inflation Factors (VIFs) and 

these results are reported above in Table IV. The VIF formula for the jth predictor is computed 

as: 

𝑉𝐼𝐹𝑗 =
1

1 − 𝑅𝑗
2 

This value ranges from 1 upwards and tells us in what percentage, expressed in decimal form, 

the variance is inflated for each coefficient. Thus, even if there are some exception, we can 

consider as a standard rule that as the VIF increases, the degree of correlation between the jth 

predictor and other predictors increases (Thompson et al, 2017) and with this correlation brings 

biases to our regression results. Using the rules of thumb, setting cut-off values of VIF (in my 

case VIF=[GVIF^(1/(2*Df))]2 ] ), which usually is equal to 4 or 10, we can see that in my 

regression there is not a collinearity concern.  

Thus, after having double-checked the absence of perfect multicollinearity, which is the 4th 

assumption of panel data regression (the other are: 1st: it has a zero conditional means, 2nd: 

𝑋𝑖,𝑡and 𝑢𝑖,𝑡are i.i.d draws from their joint distribution and 3rd: large outliers are unlikely ), I 

proceeded testing these two models through the panel data regression. Following Chen et al. 

(2007), to reduce biased results estimation, I ran my two models using three different 

estimation methods: pooled OLS, fixed effects and random effects. The pooled regression 

method is the simplest one and assumes that if the conditions of zero conditional mean of 𝜀𝑖,𝑡, 

homoscedasticity, independence across observations and the strict exogeneity of 𝑥𝑖,𝑡 are 

satisfied, then the OLS is the efficient estimator. The fixed effects method addresses the 

correlation between the error term and the explanatory variables by controlling for unobserved 

fixed effects or, namely, any time-invariant unobserved characteristics that might be relevant 

for airline firm performance and that also correlate with the explanatory variables. However, 
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while the FE model allows us to control fixed effects, this feature does not allow to estimate 

the time-invariant effects on dependent variables. Lastly, the random effects method assumes 

that the unobserved subject specific heterogeneity is distributed independently across entities, 

which mean that variation across entities is random and uncorrelated with the model’s 

independent variables, allowing time-invariant variables to be introduced in our regression. 

While this model is eventually more efficient compared to OLS, it does not allow us to control 

for unobserved heterogeneity. To determine the most appropriate method, I firstly ran the 

Hausman test. This, testing the null hypothesis of no correlation between the unobserved errors 

and the observed explanatory variables, allow us to choose between fixed and random effects. 

Indeed, rejecting the null hypothesis lead us to choose the fixed effect method. Then, to select 

between random and pooled OLS method, I ran the Breush-Pagan Lagrange Multiplier (LM) 

which tests the hypothesis that the variance across entities is zero, helping to decide between 

random effect or pooled OLS method.  

 

Table VII contain Model I results and table VIII contain Model II results. 

  



 

57 

 

Table VII 

Regression of financial performance on Ownership characteristics using “pooled OLS” method 

The dependent variables are ROA (Return on Assets), Profit margin and EBIT margin. Independent variables are 

"Ownership" which refers to the type of ownership that distinguish the company and could be " private", "public" or 

"mixed" (here I am using" Public ownership" as reference variable). Firm size is the natural log of total firm's assets 

and Leverage indicate the ratio between debt and assets). Intercepts are not reported. t- statistics are within 

parentheses. ***, **, * and . indicate statistical significance at the 0,1%, 1%, 5%, and 10% levels, respectively. 

Predicted signs are indicated in parentheses. 

       
Independent variables Roa   Profit margin   EBIT margin 

Ownership_ Mixed 3.9098042 ** 3.9098042 
 

5.0836615 * 

 
(2.8302) 

 
(1.5800) 

 
(2.3934) 

 
Ownership_Private 7.5640088 .   7.5640088 *** 5.3454618 **  

 
(1.9017) 

 
(3.5014) 

 
(2.8778) 

 
Firm size 0.1593126 

 
0.1593126 

 
0.0747121 

 

 
(-0.2969) 

 
(0.5849) 

 
(0.3189) 

 
Leverage -0.0092972 *** -0.0092972 **  -0.0022944 

 

 
(-4.1074) 

 
(-2.8918) 

 
(-0.8338) 

 
Region_E 2.7347287 * 2.7347287 . 4.8168890 *** 

 
(2.2749) 

 
(1.7426) 

 
(3.5809) 

 
Region_U 15.9476286 * 15.9476286 *** 9.8545167 *** 

 
(2.4811) 

 
(6.5915) 

 
(4.7803) 

 
Intercontinental flight_Yes 3.0821278 

 
3.0821278 . -2.2642883  

 

 
(-0.5798) 

 
(1.7192) 

 
(-1.4884) 

 
LCC_Yes 5.1362063 

 
5.1362063 * 0.1932203 

 

 
(-0.5703) 

 
(2.5761) 

 
(0.1155) 

 
Domestic competition_Yes -2.5028686 

 
-2.5028686 

 
 -1.6461668 

 

 
(0.7153) 

 
(-1.6404) 

 
(-1.2550) 

 
Fleet homogeneity_Yes 0.8415961 * 0.8415961 

 
4.5721619 **  

 
(2.0176) 

 
(0.4961) 

 
(3.1446) 

 
Oil price shock_Yes 2.9835128 

 
2.9835128 *  1.4848200 

 

 
(1.1047) 

 
(2.2766) 

 
(1.3232) 

 
R2  14% 

 
24% 

 
18% 
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Table VIII 

Regression of financial performance on Ownership, considering the shareholder group of 

membership using “pooled OLS” method 

The dependent variables are ROA (Return on Assets), Profit margin and EBIT margin. Here the "ownership" 

variable includes only " private", or "mixed" owned companies. % of major shareholder represent the % of stakes 

owned by the major shareholder. Type of owner indicate the group of membership of the major shareholder, which 

could be " Corporate" "Institutional owner" or "State" ("corporate"= reference value). Intercepts are not reported. 

t- statistics are within parentheses. ***, **, * and . indicate statistical significance at the 0,1%, 1%, 5%, and 10% 

levels, respectively. Predicted signs are indicated in parentheses. 

 

Independent variables Roa   Profit margin   EBIT margin   

Ownership_ Private -8.3875088 * 3.0543968 
 

-0.1025726  
 

 
 (-2.46589) 

 
(1.3070) 

 
(-0.0535) 

 
% major shareholder -6.3037924 . -4.5972166 * -5.4346981 **  

 
(-1.8859) 

 
(-2.0292) 

 
(-2.8773) 

 

Type_ Institutional owner  -6.8518713  **  -7.1137921 

 

*** -4.8975295 *** 

 
(-3.0094) 

 
(-4.5429) 

 
(-3.7683) 

 
Type_ State -10.2068215 **  -5.4751439  *   -3.9013889  . 

 
(-2.8481) 

 
(-2.1937) 

 
(-1.9224) 

 
Firm size 0.0710809 

 
0.4085858 

 
0.4190058 . 

 
(0.1848) 

 
(1.5587) 

 
(1.9200) 

 
Leverage -0.0225567 ***  -0.0109904 ***  -0.0044401 .  

 
(-5.0397) 

 
(-3.6090) 

 
(-1.7573) 

 
Region_E 2.2299529 

 
-0.5533172 

 
1.3757970 

 

 
(0.9125) 

 
(-0.3327) 

 
(0.9963) 

 
Region_U 7.0583047 .   15.5725416  *** 6.7201119 **  

 
(1.7117) 

 
(5.5262) 

 
(2.8831) 

 
Intercontinental flight_Yes -1.1845724 

 
5.8303381 ** 0.6740665 

 

 
(-0.4455) 

 
(3.2011) 

 
(0.4488) 

 
LCC_Yes -2.7818677 

 
5.9465704 ** 1.6269033 

 

 
(-1.0136) 

 
(3.1494) 

 
(1.0493) 

 
Domestic competition_Yes 0.9863775 

 
-3.1689159 * -1.5182610 
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(0.4491) 

 
(-2.1155) 

 
(-1.2227) 

 
Fleet homogeneity_Yes 1.7021491 

 
-1.5498124 

 
2.1085900 

 

 
(0.7154) 

 
(-0.9554) 

 
(1.5671) 

 
Oil price shock_Yes 1.9465516 

 
3.1875126 ** 1.5785880 

 

 
(1.0933) 

 
(2.6273) 

 
(1.5696) 

 
R2  20% 

 
31% 

 
20% 

 

  
        

 

 

5.3.5 Empirical results 

 
Table V and VI illustrate results of this study, using as reference value for “ownership” the 

categorical variable “Public”, for region: “E” and “Corporate” for the type of owner. I set up 

“Public” as reference value in order to verify whether privately owned companies outperform 

state owned companies’ performances. Following major literature resources, I was expecting 

privately owned airlines companies to outperform publicly owned airlines with regard to firm 

financial performance. Indeed, for several reasons that I have already reported in previous 

sections of this research, it seems that managers in privately held firms have a greater incentive 

to seek out and implement organizational efficiencies (Backs et al, 2002). 

 

In Model I, results seem to support this significant relationship between ownership values and 

firm performance. In particular, after controlling for firm size, region of origin, intercontinental 

flight, Low Cost Careers, domestic competition and fleet homogeneity, I found a significant 

positive relationship between ownership variables and financial performance with all three 

dependent variables. Respectively, looking at ROA as dependent performance measure, we can 

notice how both mixed and private ownership appear to outperform with respect to “Public” 

owned companies, which is my reference value. Both mixed ownership and private ownership 

show a significant positive relationship at 1% and 10% significance level. While, considering 

Profit margin, just “private ownership” is positively and statistically significantly related with 

profit at 0,1% significance level. Lastly, also with EBIT margin, as for ROA, both “private” 

and mixed ownership are significantly more profitable at 1% and 5% significance levels. 

Examining more deeply Model I regression using ROA as dependent variable it is noteworthy 

that there are also other variables that have a significant effect on airline carriers’ performance. 

Leverage appear to be negatively related at a significance level of 0,1%, which means that a 
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higher leverage ratio lead firms to poorer financial performances. In addition, my results point 

out two other variables both affecting firm’s performance positively: the region of origin and 

fleet homogeneity. Indeed, both Northern regions and Russian region outperform my reference 

region of origin, which is “Southern Europe” area. This may be due to different economics 

conditions, government and political instability characterizing these areas. Doing the same 

study on Model I regression for the other two performance measures, we can observe that the 

same happened. For “profit margin” in addition to leverage and region variables, which appear 

to be statistically significant also with ROA, there is a positive significant relation with the 

Low Cost Carriers dummy, indicating that a company, following a low cost carrier business 

model, usually outperform other airline companies’ performance. Similarly, when a company 

operates intercontinental flight or with the presence of an oil price shock, carriers tend to 

generate better financial performances. As concern EBIT margin regression, it is remarkable 

to see how statistically significant variables here coincide with that of ROA regression. This 

similar trend across all three dependent variables may be caused by the high correlation 

coefficients arising between themselves. 

 

In Model II, I removed from my initial sample all state-owned companies, in order to check 

whether the type of major shareholder and the relative owned percentage of shares significantly 

correlate with airline financial performances. Starting with ROA, it resulted that, in this case, 

privately owned firms underperform with respect of mixed owned firm, the first being 

significantly negatively related at the 5% significance level. This means that the coexistence of 

both the state and private individual leads benefits to the firm. This results contrast with the 

conclusion reached by the scholar Chen, who in his research “Financial performance of 

Chinese airlines: Does state ownership matter?” discovered a U-shaped relationship between 

the % of shares owned by the state and firms performances, meaning that, according to his 

model, MOEs should perform worse than SOEs because of conflict of interest between the 

different type of owners. Looking at the % of the major shareholder, the results suggests a 

significantly negative correlation with firm’s performance. Specifically, the % owned by the 

major shareholder is negatively correlated with companies’ performance. This hold also for the 

type of the major shareholder, where the reference value “corporate” is compared with 

“Institutional ownership” and “State. Both of institutions and states as owners show a negative 

significant relationship at 5% significance level. This mean, that compared to airline firms 

having as major shareholder another company, which is not a financial company, carriers with 

the major owners an institution or the state, will tend to have poorer performances. Lastly, as 
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in the previous model, other factors effectively influence firms’ performances. The region of 

origin and leverage clearly impact ROA results: leverage associates negatively at the 0,1% 

significance level and “region U” positively at the 10% significance level. Observing at 

regression results of Model II using Profit margin we can notice that in this case the 

“ownership” variables do not exploit a significant effect, but all other variables included in this 

regression, excluding firm size and fleet homogeneity, do have a significant effect on firm 

results. Region of origin “U”, the company being a LCC, the company operating 

intercontinental flights and the presence of the 2014-2016 oil price shock are all statistically 

positively related elements, respectively at the 0,1% and 1% significance level. While other 

variables, such as: leverage, % of major shareholders, the shareholders being an Institutional 

owners or the state and the presence of domestic competition, show a significantly negative 

relation at the 0,1% and 10% significance level. Finally, with EBIT margin we can notice that, 

as in Model I, all significant variables coincide with the ones of ROA, adding just a positive 

statistical significance of firm size at 10% significance level. 

 

Finally, recalling my second research question: “Does the ownership structure affect how 

airline firms respond to a particular macroeconomic shock?” I ran a different regression using 

all my Model I’s regressors plus an interaction term between the “ownership” variable and the 

“oil price shock” one. 

This interaction term is a new explanatory variable constructed from my two causal variables 

“ownership” and “oil price shock” and it allowed me to verify whether a particular ownership 

structure is more efficient and quicker in responding to a particular macroeconomic shock. In 

a regression containing just the two independent variables, it is represented by the product of 

these two dependent variables. The regression equation is represented as follows: 

𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 = 𝛽0 + 𝛽1𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝 + 𝛽2𝑜𝑖𝑙 𝑝𝑟𝑖𝑐𝑒 𝑠ℎ𝑜𝑐𝑘 + 𝛽3(𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝

∗ 𝑜𝑖𝑙 𝑝𝑟𝑖𝑐𝑒 𝑠ℎ𝑜𝑐𝑘) 

Where 𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝 ∗ 𝑜𝑖𝑙 𝑝𝑟𝑖𝑐𝑒 𝑠ℎ𝑜𝑐𝑘 is the interaction term and 𝛽3is its regression coefficient. 

An interaction arises when the effect of an independent variable on the outcome depends on 

the values of another independent variable. 

 

As reported below in Table IX, we can observe that the effect of “ownership” on performance 

in the regression never depends on the value of the “oil price shock variable” using all of my 

three different dependent variables. Indeed, if the effect of private ownership and the effect of 
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oil price shock would be dependent on one another, not acting independently on the 

performance, the interaction term should result statistically significant. However, analysing 

regression results, it seems clear that this is not the case and thus we can conclude that the 

ownership structure does not affect the airline firm’s response to a particular oil price shock. 

 

Table IX 

Interaction term 
      

Independent variable in this regression are: Model I regressor plus the interaction term between “ownership and “oil 

price shock”. As in other regressions, dependent variable represent my three financial performance ratios. With none of 

my dependent variables, the ownership effect on Y seems to be moderated by the value of the "oil price shock" variable. 

Indeed, here the effect of Private ownership and the effect of "oil price shock" are independent on one and another, 

acting independently on performance. Intercepts are not reported. t- statistics are within parentheses. ***, **, * and . 

indicate statistical significance at the 0,1%, 1%, 5%, and 10% levels, respectively. Predicted signs are indicated in 

parentheses. 
 

Independent variables ROA   Profit margin EBIT margin 

Ownership_ Mixed 11.048931  **  2.2106484  5.356497 * 

 (2.9490)  (0.8022)  (2.2649)  
Ownership_Private 4.211358  7.0157141 **  4.770292 * 

 (1.3052)  (2.9672)  (2.3430)  
Oil price shock_Yes -0.884143   -0.1883967   0.030816  

 (-0.1667)  (-0.0485)  (0.0092)  
Firm size -0.117268   0.1559878  0.072299  

 (-0.3167)  (0.5727)  (0.3082)  
Region E 4.694717 * 2.7659434 . 4.758745 *** 

 (2.2039)  (1.7614)  (3.5309)  
Region U 8.092424 * 16.0656100 *** 9.852172 *** 

 (2.4751)  (6.6364)  (4.7707)  

Intercontinental_flightYes 
-1.041934  

 
2.9491457 

 

 -

2.153351  

 (-0.4312)  (1.6414)  (-1.4103)  
LCCYes -1.259169  5.0192157 *  0.264013  

 (-0.4742)  (2.5150)  (0.1575)  

Domestic_competitionYes 
1.235540 

 
-2.3551183 

 

-

1.718443  

 (0.5926)  (-1.5401)  (-1.3054)  
Fleet_homogeneityYes 4.644929 * 0.8197852  4.556508 **  

 (2.0170)  (0.4832)  (3.1298)  

Leverage 
-0.018204 

*** 
-0.0096039 

**  

-

0.002398  

 (-4.1504)  (-2.9728)  (-0.8663)  

OwnershipMixed:oilprice_shockYes  -4.126853 
 

6.5056070 
 

-

0.524252  

 (-0.6295)  (1.3431)  (-0.1268)  
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OwnershipPrivate:oilprice_shockYes 5.562592  2.6880629  2.331870  

 (0.9711)  (0.6404)  (0.6451)  

 
 

 
 

 
 

 

R2 15,30%   24,13%   18,35%   

 

 

Results of both Model I and II are obtained with the pooled OLS regression method, which 

according to the Breush -Pagan Lagrange Multiplier test appeared to be the most appropriate 

for my model. Fixed effect model only estimates the within effects and thus it is not biased by 

between effects. This, preventing from endogeneity problem, is usually known as the “gold 

standard” (Bell et Jones, 2015). However, in my case, it is likely to generate insignificant 

results because of small within-firm changes in the ownership structure during the period of 

analysis and also because of the presence of several time-invariant control variables in my 

regression that cannot be computed. 

 

 

6. Conclusion  
 

6.1 Discussion 
 
The obtained findings allow me to give an answer to the research questions, illustrated in the 

paragraph 1.1. starting from the first: “Does a particular ownership structure lead to better 

financial performances of Airline firms?”  we can note that the results provide an empirical 

evidence of a positive relationship between performance of European airlines companies and 

their ownership structure. Specifically, looking at Model I, after controlling for all the control 

variables -firm size, leverage, region of origin, the presence of domestic competition, the 

company being a Low Cost Carrier, the fleet composition and the presence of the 2014-2016 

oil price shock- results indicate that private and mixed ownership lead to better airlines 

financial performance. Indeed, in the sample under analysis, public owned European airline 

companies seem to underperform with respect to both privately and mixed owned carriers. This 

outcome is consistent with results of other empirical researches in the same area, such as that 

of Backx et al. (2002), which is specifically focused on the airline industry or the one of 

Boardman and Vining (1989), which instead focuses on competitive environments in general. 
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Leading behind for the moment question 2, which needed the creation of a new Model 

containing an interaction term to be answered, I will move on to the third question “What other 

factors, beside the ownership structure, affect the performance of airline firms?”. My results 

suggest that, also other factors, that I included in my regression analysis as control variables, 

significantly affect airline carriers’ financial performance. For example, looking at the fleet 

composition of an airline company, we can see economies of scale and of scope arising from a 

homogeneous fleet. These two phenomenons, helping firm to reduce cost, come also with the 

company operating following the Low Cost Carriers business model. 

Also, the leverage level, the geographic region of origin and the oil price decline have an 

important impact upon airline performance. In particular, we can note that leverage, region of 

origin and domestic competition appear to significantly impact performance using all the three 

different dependent variables. 

 

Coming back to question 2: “Does the ownership structure affect how airline firms responds 

to a particular macroeconomic shock?”, in my developed model, the answer is no. Indeed, the 

interaction term never display statistical significance and thus the two terms: “ownership” and 

the “oil price shock of 2014-2016” act independently on performance. 

 

Finally, after having answered to these three questions, to have a deeper analysis of ownership 

structure, I ran Model II. Here, the sample exclude “Public” owned companies and analyse also 

the % of major shareholder and its group of membership. What I found confirms that also these 

two elements have a significant impact on performances. This means that while studying the 

ownership structure we should include different variables allowing us to exactly characterize 

our company’s ownership. 

 

Thus, to sum up, what seems to be clear from my study is that ownership has a relevant effect 

on airline’s company financial performance, providing an evidence of superior performance 

coming both with private and mixed owned airlines. 

 

6.2 Suggestions for further researches 
 
Even if on balance my results display that ownership matter and that privately held firms are 

more performance-oriented than public owned airline companies,  their R-squared suggest a 

weak accuracy, thus other researches should be done in this area, maybe considering a larger 
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number of data but also a wider array of factors that could have an effect on performance. 

Moreover, the result coming out from my Model II results’, suggesting that MOEs outperform 

SOEs and thus denying other previous researches on airline of other geographical area, may 

suggest that evidence in this regard will not be universal; thus scholars should prefer to focalize 

on well-defined geographical area instead of trying to provide a general answer to unsolved 

corporate governance issue. 
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- La Porta, R., & López-de-Silanes, F. (1999). The benefits of privatization: Evidence from Mexico. 

Quarterly Journal of Economics, Vol. 114, No. 4, pp. 1193–1242  

- Maho Kawagoe, (2009), Air Transport Deregulation in the EU: Study from the Europeanization 

Perspective , Hokkaido Journal of New Globa Law and Policy, Vol.2, pp. 161-180 

- Maho Kawagoe, (2009), Air Transport Deregulation in the EU: Study from the Europeanization 

Perspective, Paper for Presentation at the IPSA RC-3 Symposium on “European Integration between 

the Past and the Present” Hokkaido University, Sapporo, Vol. 2  

- Mary M. Shirley and Patrick Walsh, (2000),  Public versus Private Ownership: The Current State of the 

Debate, Policy Research Working Paper Series 20420, The World Bank  

- Mattijs Backx,  Michael Carney and Eric Gedajlovic, (2002) Public, private and mixed ownership and 

the performanceof international airlines , Journal of Air Transport Management, Vol. 8, pp. 213–220  

javascript:;
javascript:;
javascript:;


 

71 

 

- Maxim Boycko, Andrei Shleifer, Robert W. Vishny, (1996),  A Theory of Privatisation, The Economic 

Journal, Vol. 106, No. 435, pp 309-319 

- Michael Barry & Werner Nienhueser, (2010), Coordinated market economy/liberal employment 

relations: low cost competition in the German aviation industry, The International Journal of Human 

Resource Management, Vol. 21, No. 2, pp. 214-229 

- Michael C. Jensen and William H. Meckling, (1976),  Theory of the firm: Managerial behavior, agency 

costs and ownership structure, Journal of Financial Economics, Vol. 3, No. 4,  pp. 305-360 

- Michael Carneya, Saul Estrin, Zhixiang Liang, Daniel Shapiro, (2019),  National institutional systems, 

foreign ownership and firm performance: The case of understudied countries, Journal of World 

Business, No. 54, pp. 244–257 

- Michael Morrisa, Minet Schindehutteb, Jeffrey Allen, (2005), The entrepreneur’s business model: 

toward a unified perspective, Journal of Business Research, No. 58, pp. 726–735 

- Michael T. Hannan and John Freeman, (1984), Structural Inertia and Organizational Change, American 

Sociological Review, Vol. 49, No. 2, pp. 149-164 

- Moritz Ferdinand Scharpenseel, (2001), Consequences of E.U. Airline Deregulation in the Context of 

the Global Aviation Market, Northwestern Journal of International Law and Business, Vol. 22, No. 1,  

- Morten Bennedsen, Joseph P.H. Fan, Ming Jian and Yin-Hua Yeh, (2015), The family business map: 

Framework, selective survey, and evidence from Chinese family firm succession, Journal of Corporate 

Finance, Vol. 33,  pp. 212-226 

- Munechika Midori, (2000), Optimal incentive contracts and the principal-agent problem, The economic 

review of Toyo University, Vol. 25, No. 2, pp. 91-110  
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