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Abstract
One might expect that repeated contact with rivals might lead to undercutting of prices. However, a
seminal work in the early-nineties finds that airlines charge higher fares in markets where they engage
in extensive multimarket contact, thus empirically attesting to industry expert claims that airlines live by
the “golden rule” (i.e., avoid undercutting in jointly contested routes). In the context of many pricingrelated technological advances, our research revisits the nature of this “tacit collusion” while including
online and offline prices from the two hitherto ignored carriers Southwest Airlines and JetBlue Airways
who are practitioners of the everyday low price (EDLP) strategy. Our work empirically examines the
tension between an EDLP firm’s own choice of pricing and price-image and the prevalent competitive
forces. We find that even in online markets, with purportedly reduced consumer search costs, there is
rich evidence of tacit collusion by the non-EDLP firms. However, a granular analysis reveals that this
golden rule is violated when these previously studied airlines are in contact with their EDLP
competitors. The EDLP firms themselves not only appear to forgo opportunities for mutual forbearance
offered by multimarket contact but they also eschew monopolistic pricing even when this power is
afforded in some markets.
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