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Overbooking
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Single-fare revenue

One flight, one fare

Seats

.
'

Fare

I | Revenue
77) Potential Revenue
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Single-fare possibilities

Linear Demand
Seats Sold = -0.4 x Fare + 180

High fare
< Spoiled

Spilled
Low fare 2
< Sold
Capacity fare
Sold

Demand

- $300: 60

- $75: 150

- $125: 130 (Capacity)

Revenue: 300 x 60 = $18,000

Revenue: 75 x 150 = $11,250

Revenue: 125 x 130 = $16,250
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Two-fare revenues

Linear Demand
Seats Sold = -0.4 x Fare + 180

[""1 High fare
77777 Low fare

Spilled

< Sold

Demand

- $300: 60

- $75: 150

- $125: 130 (Capacity)

Revenue:
300 x 60 = $18,000
(130 - 60) x $75 = $5,250

Total $23,250
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Low-fare selling decision

- High Fare
Request

Accept

> No High Fare
Request

for
Low Fare

- High Fare
Request

Request /

N N\

Reject > No High Fare

Request
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Multi-fare inventory control

Highest fare i
Nesting

Close lower fare buckets before high-fare
buckets, i.e., ensure the last seat
availability to the highest valued request

L ]
I/,
B

Lowest fare
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Example: revenue and traffic management

a - 1 direct flight
- AUS-DFW-BLS
] = 1 seat availsble
OFKH ' '
AUS-OFH and DFH-BOS
1 week before departure

b

Possible request denial scenarios:

SIMGLE FRRE s HUL.TI-FARE
AUS-OFW:  #100 AUS-DFW: Full: #100 Discount: %70
DFW-BOS: 300 DFW-BOS: Full: $300 Discount: $220
AUS~BOS: 350 AUS-BOS: Full: #3850 Discount: $260
- A passenger requests AUS-DFW. The = A passenger requests RUS-BOS
iz denied because it is discount fare. The request is
expected to get ancther request denied because it is expected to
for AUS~BOS during the next 7 days. get amother request for DFW-BOS
full-fare during the rext 7 days.
- A passenger requests OFW-B0S. The
is denied because it i= - A passenger requesis RUS-DFH full
expected to get ancther request - Fare. Thrlqml::.sdnmwd
for- AUS-BOS during the next 7 days. because it is expected to get
another request for AUS-BOS
discount fare during the next 7

days.
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Marginal unit revenue

Revenue

Price Supply

(units available for offered price)

Unit Price

Marginal
Unit
Revenue
(MUR)
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Multi-fare structure

Fare 1

Fare 2

Fare 3

Protect Fare 1

Protect Fare 2
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