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Introduction

The airline transportation is a fascinating and unique industry. This is mainly because it usually captures a wide audience interest as a result of its reach, glamour as well as its impact on a wide and increasing numbers of travelers all over the world (Chan, 2000). Thus the industry can be regarded as the driving force of the world's economy. The airline industry figures are currently staggering as well as speaking for themselves. This is due to the fact that the industry is relatively worth more than $1,000 billion money that is gotten either indirectly, directly or ``induced'' (Belobaba, Odoni and Barnhart, 2009). 
The industry also employs approximately 32 million people, and is involved in transporting and serving over 2.4 billion passengers annually. The industry also transports an estimated 43 million cargo tones on yearly basis. It also contributes to only one accident in an approximate of 1.4 million flights as well as accounting for 2% of overall carbon emissions globally.  This is the current condition of the global air transport after a series of progressive developments mostly based on bilateral system. Moreover, almost a quarter value of manufactured exports worldwide usually reaches their destinations markets through the air transport (Chan, 2000). The industry also contributes greatly to travel as well as tourism. However, the industry’s resilience has over the past faced the challenges of war, spiking oil prices and terrorism (Sweet, 2004).  
However, the dramatic development of the global airline transport industry has been greatly enhanced by the numerous bilateral systems that are already in existence (Williams, 2006). This is mainly because before any airline  industry from whichever country can start operating international services to several other countries, there must be initial negotiations by the involved  governments for the signing of a treaty level agreement between the origin and destination country. Thus these treaties that are signed between countries are referred to as the bilateral airline services agreements and they usually regulates the airline transport between the two countries (Belobaba, Odoni and Barnhart, 2009).
The bilateral system popularity in the airline industry has continued to increase after every day leading to a drastic increase of their numbers over the last decade (Wells and  Wensveen, 2004). Currently, there is a large number of bilateral systems contributing to the current shape of the airline industry. As a result of changing global economy the bilateral systems have also continued to increase in order to ensure that there are numerous flights among as many countries as possible. This is mainly to cater for the needs of the passengers in order to reach various destinations most preferably for economic activities and tourism (Doganis, 2001). Therefore, as a result of  this changing scenario, many bilateral airline services agreements are been signed between various countries (The Bilateral System - how international air services work, 5).
The history and development of Bilateral airline systems
In the year 1944 just after the World War II, nations that were free gathered at Chicago where they laid an international air transportation foundation. This later led to the formulation of regulations making international air transportation one of today’s most restricted international commerce (Chan, 2000). This is due to the fact that services in this industry are provided on the basis of bilateral agreements that are usually negotiated among the two involved nations. These bilateral air service agreements mainly serves to seek for the reciprocal balancing of the accrued benefits between both countries’ airlines (Banfe, 1992).  
However, the bilateral agreements are usually involved in governing virtually all the economical aspects of airline services that are provided among the two countries.  There are however three types of bilateral agreements and each of them contributes differently to the growth of the airline industry (Belobaba, Odoni and Barnhart, 2009).  In the  "restricted"  bilateral agreement the governments regulates prices, capacity and markets to be served.  However, in the "liberal" agreement there is removal of restrictions by the government on capacity and prices but restrictions remains on markets to be served. Moreover, an "Open Skies" bilateral agreement deregulates the services provision among the two involved countries (Sweet, 2004).

Bermuda 1 was the first ever bilateral agreement on aviation services which was negotiated between the Great Britain and the United States.  The negotiations took place at Bermuda Island hence the name. However, in the year 1978 the U. S. and Great Britain entered into negotiations for a totally different bilateral agreement, referred to as Bermuda 2 intended to expand market accessibility by the passengers but with strictly regulated pricing, capacity as well as other marketing factors which nowadays act as the template of many other bilateral agreements (The Bilateral System - how international air services work, 5). 
The Seven Freedoms of Air Service

Under the bilateral agreements there are seven air service rights that are usually broken down into freedoms series that are simply defined.  The first one is the freedom of transiting without landing where an aircraft can fly-over another country on its way to the destination (Belobaba, Odoni and Barnhart, 2009). The second one is the non- traffic stop right mainly for refueling without dropping or picking. The third one is the set down traffic right whereby a civil aircraft can ferry revenue traffic from destination A to B whereas the fourth one is the pick up traffic right a vice versa of the third one (Bilateral Agreements and the Seven Freedoms of International Air Service, 4).
The Fifth Freedom involves the right of an aircraft from a country can set down in an intermediate country and pick up revenue traffic  to another destination country whereas the Sixth Freedom still involves carriage of revenue traffic from a third nation  but in the reverse direction of the freedom five (Bilateral Agreements and the Seven Freedoms of International Air Service, 5). The Seventh Freedom also made it possible for an airline from let say country “A” to operate between country “B” and “C” without  necessarily serving country “A”. All these freedoms have greatly contributed to the current state of the airline industry today since they are the ones which sets out the routes to be taken by the airlines(Bilateral Agreements and the Seven Freedoms of International Air Service, 6). 
Code Sharing and Airline Alliances
The flight numbers for an airline usually begin with two letters that serve to designate it from others hence referred to as the airline’s code. However, in case two airlines want to join their services one of them can be provided by the bilateral agreement authority to operate under the other airline code (Doganis, 2001). Therefore the code sharing as a result of bilateral agreements has greatly contributed to the current state of the airline industry by facilitating the international airline service growth through addition of traffic in order to make the international service readily available (Chan, 2000). Code sharing thus enhances the working together between may be two airlines for the purpose of improving the quality of their services as well as their market competitiveness.  However, this aspect of code sharing has also made the big airlines to audit their partner’s in code sharing standards of operation while at times requiring heightened service and safety standards (Wells and  Wensveen, 2004).  
Moreover, airline alliances usually goes beyond code sharing mainly because they always strive to  harmonize the already existing distinct  route systems of various airlines internationally into one global network (Belobaba, Odoni and Barnhart, 2009). For instance, in the U. S. there must be authorization of an anti-trust immunity by the Department of Transportation together with the Justice Department  prior to any airlines discussing to harmonize service and pricing standards (Banfe, 1992). However, same restrictions also applies to many other countries whereby they usually acts as a national competition policies part. Thus these alliances increases the performance of the involved airlines as a result of increased economies of scale due to the increase size of the airline alliance (Williams, 2006).
Conclusion

Due to the impacts and the influence of bilateral systems to the airline industry today, governments have continued to negotiate for more and more new treaties that allows the tremendous  growth of the industry thereby expanding the airlines accessibility to new as well as emerging markets (Belobaba, Odoni and Barnhart, 2009). Thus this has resulted  into the regulation of the airline transport industry by a complex web that is actually made of numerous bilateral air services agreements that are always interlocking (The Bilateral System - how international air services work, 5).
However, recently several countries have joined to negotiate air services agreements leading to  plurilateral agreements, even though a large number of international air services continue to operate bilaterally (Belobaba, Odoni and Barnhart, 2009). This is due to the fact that the bilateral system greatly serves to liberalize air services arrangements as well as continuously removing restrictions on capacity, routes as well as airlines ownership (Doganis, 2001). Therefore the flexibility of bilateral system has greatly contributed to the growth of the international airline transport industry into a vibrant industry in terms of capacity, regulations and diversity we have today (Wells and  Wensveen, 2004). 
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