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Abstract

This paper investigates the effects of flight reductions and disciplined airline capacity management strategies on average one-way domestic airfares at 445 U.S. airports from 2007-2012. Average one-way airfares are found to have increased at most airports during the study period, adjusting for inflation. Secondary and tertiary airports in multi-airport regions often saw larger increases in average fares than primary airports in those regions. The effects of low-cost carriers (LCCs) such as Southwest Airlines and JetBlue Airways on average one-way fares are also investigated. While the presence of low-cost carriers is still associated with a downward pressure on fares, the famous "Southwest effect" has diminished over time. Instead, JetBlue Airways is now the airline that is associated with the largest decline in average fares at U.S. airports.
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