


1 Introduction

A codeshare agreement allows an airline (“'ticketing carrier') to market and sell seats on their
partners’ plane (“'operating carrier™) as if these seats were owned by the ticketing carrier. A

common structure that these agreements follow is where the ticketing carrier is responsible for



2 Definitions

Following Gayle (2005), a market is defined as directional round-trip air travel between an origin and

destination city. The assumption that markets are



Based on McFadden’s (1978) generalized extreme value (GEV) model, where 1



Further, since :; \ :,, passengers view airline - virtual codeshare products as closer substitutes






6 Results

The estimated coe cients are presented in table 2. Both ordinary least squares (OLS) and two-

stage least squares (2SLS) estimates are reported for the purpose of illustrating the importance



Table 2
Model Estimates






sengers is too small a fraction of the market to show up in the results.!* As such, a limitation
of this study is that there is no way of identifying passengers that belong to an airline’s frequent

fl
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