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Introduction

Airlines compete in city-pair markets.  Each airline in the market plans a schedule of departure times and offers a series of fares.  The fundamentals of airlines competing are this: customers choose based on price and time, and those customers who find both airlines equal choose based on secondary characteristics we call quality.  This simple model of the demand side leads to some compelling consequences on the supply side.  The preferred airline strongly dominates in fare in the peaks and in load in the off peaks. The discussion starts with the simplest possible model, and then adds several levels of realism to that foundation.  Along the way, discussions trace the effect of the market reality on competing airlines.

