AIRLINE OVERBOOKING
The State of the Art—A Reply

By Julian L. Simon

Professor Rothstein’s comment [7] on my ‘“almost practical” scheme to solve the
airline overbooking problem [4] ended gratifyingly with “No conclusion should be
drawn . . . that Simon’s proposal should not be considered seriously”. But some of
his statements suggest that the scheme is less attractive and compelling than I claimed
it to be. In this reply I shall say why I think none of his assertions really does reflect
adversely on the scheme.

1. Rothstein adduced the authority of Professors Vickrey and Beckmann to dismiss
the idea, suggesting that the scheme “had been suggested (and firmly rejected)
before” by them [7, p. 16]. That is not correct. The plan Vickrey discussed was
“auctioning off the available space to the highest bidders just before departure”
of each flight [1, p. 134]. Vickrey noted that such a plan would make the cost to a
passenger ‘‘uncertain over a wide range”, and might require of him ‘““an unexpectedly
and undesirably large expenditure” [1, p. 134]. In my scheme, in contrast, each
passenger holding a ticket for an overbooked plane would bid the lowest amount that
he would be willing to accept in return for waiting for the next plane, and an auction
would only take place in the unusual event of an overbooked flight. A passenger
would therefore be guaranteed in advance that he would either make the flight he
had contracted for at the price regularly fixed for it, or receive an alternative he con-
sidered preferable. Therefore, unlike the plan Vickrey discussed, a passenger would
never have an unpleasant surprise in this scheme, which is the objection that Vickrey
raised against the sort of auction he discussed.

There is, therefore, no reason to believe that my scheme has been soundly con-
sidered and found wanting by Vickrey or Beckmann.

2. It was not an aim of the original piece to prove that “the airlines have not been
particularly imaginative or sensitive in their approach to the problem” [7, p. 96].
But if Rothstein’s article may be taken as a description of the “magnitude of the
effort already devoted to the problem and the variety of techniques proposed and
employed” [3, p. 98], and a defence against the charge that “little or no scientific
research has been carried out” [7, p. 96], then the airlines would seem to stand
convicted on Rothstein’s own testimony. Rothstein mentions not one single controlled
scientific experiment concerning various ways to deal with overbooking. Such an
experiment would be (relative to the economic size of the problem) both cheap and
scientifically easy. Discussion and mathematical-logical models alone cannot consti-
tute an acceptable programme of scientific research on over-booking. For the
example of the scheme I suggested, in which logical reasoning reveals no disabling
flaws,! operating drawbacks (apart from the distaste of management) can be revealed
only by a controlled experiment which would show the costs, the benefits, and the
passenger reactions.

1For a reply to the objection of Falkson [5], see [6].
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The thrust of the previous work cited by Rothstein is to estimate how much over-
booking is “tolerable”. My scheme would result in an increase in overbooking, but
with no unpleasantness to passengers. Hence both passengers and airlines would
benefit together from over-booking, and there would no longer be the conflict -
between them for which the previous literature attempts to find a best “tolerable”
compromise. That is, the research done has mostly attempted to find the best
adjustment of the present system, rather than studying possible changes in the
system. This is another reason why I have less confidence than Rothstein in the
“magnitude of the effort ... and the variety of the techniques proposed and em-
ployed over the years”.

3. Rothstein “speculates that it [the airline industry] would be quite receptive to
any proposal, however unusual, which might represent a genuine solution”. The
implication is that there must be something wrong with my scheme, or else the airlines
would already have adopted it. Rothstein gives no evidence to support his speculation.
But here is some evidence to refute it.

In 1966 I sent copies of the scheme to responsible executives of seven major U.S.
airlines. The five replies do not justify Rothstein’s confidence. Here are some
extracts:

(a) The most reasoned reply came from United. It asserted without evidence that
“the rather involved procedure of auction would seriously affect our ability to
operate on time”. My test in a classroom suggests that this is not so. But what is
really important is that, instead of just guessing, United could empirically test the
matter for itself in about two hours at almost no cost if it had any disposition to
consider the scheme seriously. This certainly does not indicate “receptivity” to new
schemes.

United’s other objection is that “such a procedure would raise serious doubts in
our customers’ minds concerning our ability to maintain even a reasonably efficient
reservation scheme,” i.e., passengers might think that United overbooks intentionally
—as it does. That is, United rejects the scheme because it thinks it would damage its
“image”. Unfortunately, again, United does not consider festing whether such a
scheme would in fact improve its image by reducing dissatisfied customers to zero.

(b) Continental stuck to what I believe is the hard core of the airlines’ objection.
It wrote that the scheme would “reflect on the image of our airline”, and would
“reduce the confidence the majority of the travelling public have in confirmed
airline reservations”. The scheme would “bring much more attention to an already
difficult situation, and we feel the method we currently use, with a supervisor
approaching the most logical passenger, is a much better procedure”. The term
“logical passenger” is important. Airline personnel were then instructed that “the
most logical passenger” is a serviceman or elderly person, both of whom have
relatively low probabilities of complaining loudly. This is an interesting example of
airline thought and behaviour.

(c) TWA’s letter simply denied the whole problem, claiming that “we do not
intentionally book more passengers than we have seats on our aircraft”. But when
“The National Airlines, Inc., Enforcement Proceeding brought before the [Civil
Aviation] Board for the first time the practice of intentional overbooking . . .
National did not deny that it engaged in the practice” [2, p. 3]. And in 1967 the
CAB made rules ““directed toward the practice of carriers of deliberate or controlled
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overbooking” [3, p. 4] but not intending to abolish it; nothing was said to suggest
that only some airlines overbook.

An unfortunate aspect of TWA’s response is that it automatically defends itself,
without even considering that this scheme not only allows the practice defended
against, but also encourages the practice for the good of both passengers and airlines.

(d) Eastern replied that “the problem of more passengers is not one of intentional
overbooking, but instead errors and, in some isolated cases, customer abuses . . . the
number of passengers affected . . . is infinitesimal”. But to the Civil Aviation Board
“The oversales problem . .is a severe one...In absolute terms the number [of
passengers denied boarding] is substantial” [3, p. 2).

(€) From Pan American came a “funny” reply about the problems of holding an
auction in eighteen languages. But a hundred copies of a sheet with a two-paragraph
explanation, even in eighteen languages, would be no problem to keep on hand at the
gate area. A test would quickly make clear whether this scheme presents a difficulty
greater than existing language difficulties with other passenger instructions—none
of which seems very severe. And if worst came to worst, a passenger who did not
understand the language would not participate in the auction—and he would
therefore fly as scheduled, no one losing anything except that this passenger would
lose a chance to participate in the auction.

Certainly the above statements do not indicate that the airlines are “quite recep-
tive to any proposal, however unusual”. Rather, they suggest that the airlines are in
fact resistant to anything which even might affect their “image”. What is most dismay-
ing is that, without even undertaking a one-time one-flight trial, the airlines will
refuse even to consider seriously a scheme which (a) might well improve their image
by reducing dissatisfied customers to zero; (b) would make more money for them by
allowing them to increase their intentional overbooking; and (c) would benefit all
passengers. Maybe the trouble with the scheme is that it really offers something for
nothing to everyone, and to the airlines this is too good to be true and believable.
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