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In 2005 Southwest airlines entered into a codeshare agreement with ATA.  This was the first time that Southwest chose to enter markets via a codeshare agreement rather than outright entry.  This paper uses a reduced form structural conjectural variation model generalized by Bresnahan (1989) to empirically estimate the impact of this code-share alliance under the assumption of product differentiation.  

Preliminary results are presented for the impact of this codeshare agreement on routes either originating or terminating in Denver. Empirical results show that code sharing tends to increase incumbents’ market demand, an unexpected result counter to the findings of Oum, Park and Zhang (1996).  However, we do find that codesharing makes consumers more responsive to incumbent firm price changes.  In addition, incumbent firms tend to increase departure frequency on code shared routes.  Finally, the codeshare arrangement is not found to have any significant impact on market power in affected markets.
