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specification effectively allows us to explore whether codes
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relevant concepts and terms used throughout this paper, and describe how we construct the 

dataset of our working sample.  Our econometric 
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Table 1 

Cites, airports and population 

City, State Airports 
City pop. 

2005 2006 2007 

New York-Newark-Jersey LGA, JFK, EWR 8,726,847  8,764,876  8,826,288 
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optimization problem in (22) such that the search to minimize 
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measures of the degree of competition that a product faces, which affects the size of a 

productôs markup. 

Similar to Villas-Boas (2007), we also exploit the time dimension of the data to 
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Table 7 
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marginal cost is $106.17.  Therefore, the demand estimates combined 
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 While joint estimation of the full set of parameters —
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Estimates from Table 9 show that the average estimated cost to enter an origin-destination 

market is approximately $30,574, which is 





43 





45 



46 

5. Concluding Remarks 





48 

where 
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