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Optimal Decisions for the Airline Seat Capacity Allocation
Considering Consumer Buying Behavior

Sang-Won Kim

Global Business Program, College of Business Administration, University of Ulsan, Ulsan, 680-749, Rep. of Korea

We consider a two-fare, two-period airline seat capacity allocation problem where consumers may choose
different options in purchasing an airline ticket. A consumer may decide to wait for reopening of the same fare
class ticket which is originally intended to buy, or may buy a different fare class ticket within the same period, if
the originally requested fare is unavailable. We investigate the impact of the consumer buying behavior on the

optimal solutions and the expected revenue.
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Figure 1. Optimal Booking Limits in Period 2 as a Function of
Fraction of Waiting at a Given Period 1 Booking Limit(L1)
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Figure 2. Total expected revenue as a function of the booking limit in period 1 where the fraction of waiting (w) changes from 0.1 to 0.5
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Figure 3. Total expected revenue as a function of the booking limit in period 1 where the fraction of waiting changes from 0.1 to 0.4
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Table 2. Total expected revenues using EMSR rule with
diversion versus total expected revenues using

optimal booking limit

Buy-Up(%) | Waiting(%) | EMSR Optimal | Gain(%)
10 10 52.03 52.92 1.71
20 10 52.44 53.76 2.52
30 10 52.71 55.05 432
40 10 53.05 57.06 7.56
10 10 52.03 52.92 1.71
10 20 52.03 52.95 1.77
10 30 52.03 52.98 1.83
10 40 52.03 53.06 1.98
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