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1 Introduction



overlapping markets if they collude on price. As an illustrative example, Gayle (2007a) applied

the econometric model to the then potential Delt



The aggregated analysis further finds that: (1) the alliance accounts for 10.7% to 12.3% increase

in overall city pair traffi



price eff



Northwest passenger would fly on a Delta operated flight between Atlanta and Minneapolis St.



Using the language of Ito and Lee (2007), the codesharing example above is referred to as



It is also possible that Delta and Northwest may codeshare on their nonstop flights between

Atlanta and Detroit. In the case of these types of codeshare itineraries, Northwest may be the





set of regressions, the dependent variable is percent change in alliance partners’ average price on a

city pair. In constructing this variable I follow the computation process described above with the

exception that only Delta, Continental, and Northwest prices are used.

I start by analyzing the overall market effects of the alliance (aggregated analysis). Following

the overall market effects analysis, I then take a more disaggregated approach to uncover whether,

and in what ways, differing types of codesharing (e.g., traditional versus virtual) a





average city pair price and on city pair traffi





The price and traffic eff



Table 2 provides descriptive information of the sample. The first four data columns give



Table 2  
Descriptive Sta2 Tw
474Desc5 cs

Notes.  HHI: Herfindahl-Hirschman index  
SD: Standard Deviation. 
Sample size is number of city pairs:  To









city pairs. This further supports the previous conclusion that the evidence does not suggest that



regression results for the determinants of a chan



city pair price. A change in average city pair pric





reference to change in traffic instead of change in average price. Specifi
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Table 7 
Regression Results for Effect of Alliance Broken Down by Type of Codesharing 





and redeem frequent-flyer miles, etc.).

Traditional codesharing, which constitutes 23.7% of the codesharing between the three airlines,
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