
Vertical Contracting Between Airlines: An Equilibrium Analysis















per-unit price for the intermediate good under codesharing, and the resulting equilibrium final

prices. We shall follow this approach for the rest of the paper when we analyze equilibrium under

codesharing.11

The variable profit of A1 and the joint variable profit of A2 and A3 are, respectively:
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reasoning in obtaining Proposition 1, we have
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Therefore, the reaction functions determining the two equilibria have the same forms except
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Thus, as in Proposition 1, we have
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