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Executive summary 

This analysis, prepared by the U.S. Department of Transportation (DOT), assesses the economic 

effects of mandating baggage fee refunds for delayed checked bags. The FAA Extension, Safety, 

and Security Act of 2016 states that DOT must issue a rule requiring airlines to refund baggage 

fees for delayed baggage automatically and promptly. For domestic baggage, the act sets a 12-

hour threshold for delays and allows DOT to extend it up to 18 hours. For international baggage, 

the act sets a 15-hour threshold and allows DOT to extend it up to 30 hours. 

We evaluate three options for setting thresholds and implementing the refund: 

1. 12 hours for domestic; 15 hours for international (“12D, 15I”): the default thresholds 

defined by the act 

2. 12 hours for domestic; 30 hours for international (“12D, 30I”): extending the threshold for 

international baggage 

3. 18 hours for domestic; 30 hours for international (“18D, 30I”): extending the threshold for 

domestic and international baggage 

The effects of other thresholds will be in the range established by these three options. For 

example, the effects of a 12-hour threshold for domestic bags and a 24-hour threshold for 

international bags will be between the effects of Option 1 (12D, 15I) and Option 2 (12D, 30I). 

Under Option 1, an estimated 299,300 bags a year may be eligible for refunds. Because most 

delayed bags are on domestic flights, extending the threshold for domestic baggage has a 

greater effect than extending the threshold for international baggage, as shown by the 

difference between Option 2 (275,300 bags) and Option 3 (192,800 bags). Some of those bags 

may not have had baggage fees assessed, however, making them ineligible for refunds. 

The primary administrative cost of requiring refunds is adding airline staff to process them. We 

use estimates from one air carrier to estimate the number of staff needed across airlines, but 

actual costs may be lower since the estimates assume that staff process refunds manually.  

Table 1 summarizes annual refund payments and administrative costs for the three options. 

These amounts are upper-bound estimates that assume all returned bags are second bags and 

therefore have higher baggage fees. Administrative costs range from $4.41 million for Option 1, 

which has the shortest allowable delays, to $2.87 million for Option 3, which has the longest. 

Refund payments range from $11.43 million for Option 1 to $7.41 million for Option 3.  

Table 1: Estimated annual refund payments and administrative costs (millions) 

 Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I) 

Refund payments $11.43  $10.71 $7.41  

Administrative costs $4.41  $4.18  $2.87  
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1 Introduction 

This analysis, prepared by the U.S. Department of Transportation (DOT), assesses the potential 

effects of requiring air carriers to refund baggage fees for delayed baggage. The analysis 

estimates refund payments and administrative costs for implementing the requirement and 

evaluates three options for setting delay thresholds. 

2 Background 

DOT has explicit authority to regulate air consumer issues. On July 15, 2016, the President 

signed the FAA Extension, Safety, and Security Act of 2016 (“the FAA Extension Act”) into law.1 

The act not only extended funding and authority for the FAA (Federal Aviation Administration), 

but also mandated that DOT issue new rules to address several air consumer issues. 

Section 2305 of the FAA Extension Act states that DOT must issue a rule for U.S. and foreign air 

carriers to refund baggage fees automatically and promptly for delayed baggage. For domestic 

baggage, the act sets a 12-hour threshold and allows DOT to extend it up to 18 hours if it 

deems the 12-hour threshold infeasible. For international baggage, the act sets a 15-hour 

threshold and allows DOT to extend it up to 30 hours. 

In late 2016, DOT issued an Advanced Notice of Proposed Rulemaking (ANPRM) seeking public 

comment on implementing the automated baggage fee refund as described in the FAA 

Extension Act. The refund would cover all delayed baggage, including lost baggage. Carriers 

already refund fees for lost baggage, as mandated by the Code of Federal Regulations (CFR) in 

14 CFR § 259.5(b)(3).2 

3 Overview of baggage fees and mishandled baggage 

This section describes national trends in baggage fees and mishandled baggage claims for 

airlines in the United States. “Mishandled baggage” includes delayed baggage as well as lost, 

damaged, or pilfered baggage. 

This section uses baggage data from airlines that report information to DOT’s Bureau of 

Transportation Statistics (BTS). As of 2019, airlines must report mishandled baggage information 

 

 

1 U.S. Congress (2016), FAA Extension, Safety, and Security Act of 2016. 

https://www.congress.gov/114/plaws/publ190/PLAW-114publ190.pdf 

2 https://www.law.cornell.edu/cfr/text/14/259.5 

https://www.congress.gov/114/plaws/publ190/PLAW-114publ190.pdf
https://www.law.cornell.edu/cfr/text/14/259.5
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to BTS if they have 0.5 percent or more of annual domestic scheduled passenger carrier 

revenues. In 2018, when the threshold was 1.0 percent, reporting carriers accounted for 87.9 

percent of passengers on domestic flights in the United States.3  

3.1 Airline baggage fees 

Before the mid-2000s, air passengers usually checked first and second bags for free unless the 

baggage was overweight or oversized. In 2006, two low-cost carriers, Spirit Airlines and Allegiant 

Air, began charging fees for checked bags regardless of weight or size. In 2007, American 

Airlines was the first legacy carrier to charge fees for checked bags, and other legacy carriers 

soon followed suit. As of September 2019, all major airlines except Southwest charge for 

checked bags. Table A-1 in the appendix shows the year that airlines introduced fees for 

checked baggage.  

Airlines have started charging fees for carry-on baggage as well. Spirit started charging for 

carry-on baggage in 2010, and other low-cost carriers followed soon after. More recently, legacy 

airlines have introduced “basic economy” fares that are cheaper than economy fares but have 

separate charges for carry-on baggage. 

Baggage fee revenues increased for the airline industry as airlines added fees and raised existing 

fees. Annual revenue from baggage fees increased from $464 million in 2007 to $3.4 billion in 

2010 (Figure 3-1). Revenue stayed flat from 2010 to 2013, then increased steadily to $4.6 billion 

in 2017. 

 

 

3 Calculated using data from BTS’s “Air Carrier Traffic Statistics” (https://www.transtats.bts.gov/TRAFFIC/). 

https://www.transtats.bts.gov/TRAFFIC/
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Figure 3-1: Baggage fee revenue, 2007–2017 (billions, not adjusted for inflation) 

 

Source: Bureau of Transportation Statistics, Form 41 Financial Reports Schedule P-1.2, 

https://www.transtats.bts.gov/Fields.asp?Table_ID=295. 

3.2 Mishandled baggage claims 

Mishandled baggage claims for US domestic flights dropped from a high of 4.4 million claims in 

2007 to 1.6 million claims in 2017, as shown in Figure 3-2. “Mishandled baggage” includes lost, 

damaged, delayed, or pilfered baggage; specific data for delayed baggage are unavailable. 

The number of domestic passengers on the carriers required to report baggage claims increased 

from 607 million in 2006 to 652 million in 2017. As a result, the rate of mishandled bags per 

1,000 passengers decreased from 7.1 bags in 2007 to 2.4 bags in 2017.4 

 

 

4 BTS (2018). National Transportation Statistics 1-65, “Mishandled-Baggage Reports Filed by Passengers 

with the Largest U.S. Air Carriers.” https://www.bts.gov/content/mishandled-baggage-reports-filed-

passengers-largest-us-air-carriersa. 

https://www.transtats.bts.gov/Fields.asp?Table_ID=295
https://www.bts.gov/content/mishandled-baggage-reports-filed-passengers-largest-us-air-carriersa
https://www.bts.gov/content/mishandled-baggage-reports-filed-passengers-largest-us-air-carriersa
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Figure 3-2: Mishandled baggage claims, 2006–2017 (millions) 

 

Source: U.S. Department of Transportation Office of Aviation Enforcement and Proceedings, Air Travel 

Consumer Report, https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-

consumer-reports. 

One reason for the decrease in claims is that passengers check fewer bags to avoid baggage 

fees. The largest drop in mishandled baggage claims occurred between 2007 and 2009, when 

claims dropped 50.4 percent from 4.42 million to 2.19 million—the same period that carriers 

introduced baggage fees. While air travel decreased slightly during the same period, coinciding 

with the Great Recession from December 2007 to June 2009, it declined at a much lower rate of 

10.7 percent (from 629 million to 561 million passengers). Since 2010, the number of annual 

claims has stayed between 2.0 million and 2.5 million. 

A second reason for the decrease in claims is that airlines have adopted improved technology to 

track baggage. These technologies include RFID (radio-frequency identification) tracking and 

WorldTracer, a global baggage tracking service.5 The International Air Transport Association 

(IATA), an airline trade association with 290 member airlines, passed a resolution that directed 

members to set up cross-industry baggage checking at check-in, loading, transfers, and arrival 

 

 

5 SITA (2018). Baggage Report 2018. https://www.sita.aero/resources/type/surveys-reports/baggage-

report-2018 

https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-consumer-reports
https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-consumer-reports
https://www.sita.aero/resources/type/surveys-reports/baggage-report-2018
https://www.sita.aero/resources/type/surveys-reports/baggage-report-2018
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by June 2018.6 Six reporting carriers in the United States are members of IATA: Alaska, American, 

Delta, Hawaiian, JetBlue, and United.7 

Southwest, the airline with the most passengers in the United States as of 2019, is the only 

reporting carrier that does not charge for checked bags. The number of mishandled baggage 

claims on non-Southwest airlines decreased from 3.6 million in 2006 to 1.2 million in 2017, as 

shown in Figure 3-3. Southwest has not reported plans to charge for checked bags. 

Figure 3-3: Mishandled baggage claims on non-Southwest airlines, 2006–2017 (millions) 

 

Source: U.S. Department of Transportation Office of Aviation Enforcement and Proceedings, Air Travel 

Consumer Report, https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-

consumer-reports. 

4 Analysis 

This section estimates the annual refund payments and administrative costs that would result 

from requiring airlines to give refunds for delayed baggage. We estimate the amounts using the 

following steps: 

 

 

6 IATA (2019). “Baggage Tracking.” https://www.iata.org/whatwedo/ops-infra/baggage/Pages/baggage-

tracking.aspx 

7 IATA (2019). “Current Airline Members.” https://www.iata.org/about/members/Pages/airline-

list.aspx?All=true 

https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-consumer-reports
https://www.transportation.gov/individuals/aviation-consumer-protection/air-travel-consumer-reports
https://www.iata.org/whatwedo/ops-infra/baggage/Pages/baggage-tracking.aspx
https://www.iata.org/whatwedo/ops-infra/baggage/Pages/baggage-tracking.aspx
https://www.iata.org/about/members/Pages/airline-list.aspx?All=true
https://www.iata.org/about/members/Pages/airline-list.aspx?All=true
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• Establish a baseline scenario (“no change”) 

• Establish alternative options for setting baggage delay thresholds 

• Estimate refund payments and administrative costs 

o Estimate the amount of delayed baggage using available data 

o Estimate the value of baggage fees that airlines would return to customers and 

establish an upper-bound estimate 

o Estimate the number of staff needed to process refunds for delayed bags and 

establish an upper-bound estimate 

• Conduct a sensitivity analysis by changing assumptions and variables 

4.1 Baseline scenario 

The baseline scenario is that airlines will continue to retain baggage fees collected on delayed 

baggage and will continue to refund fees for lost luggage. In some cases, airlines may offer 

passengers travel vouchers or bonus miles: Delta, for example, gives passengers a $50 travel 

voucher for baggage delayed more than 12 hours.8 We assess the economic effects of refunding 

delayed baggage relative to this scenario. 

4.2 Threshold options 

The FAA Extension Act allows DOT to mandate refunds for domestic bags delayed 12 to 18 

hours and international bags delayed 15 to 30 hours. We analyze three options for setting delay 

thresholds: 

1. 12 hours for domestic; 15 hours for international (”12D, 15I”): using the default delays in 

the act, which are also the shortest allowable 

2. 12 hours for domestic; 30 hours for international (”12D, 30I”): granting more leeway for 

international bags 

3. 18 hours for domestic; 30 hours for international (”18D, 30I”): using the longest delays 

allowable in the act 

We do not analyze an option of 18 hours for domestic and 15 hours for international baggage 

because we do not expect that a rule would allow longer delays for domestic baggage than for 

international baggage. 

 

 

8 Delta Air Lines, Inc. (2017), “Comment from Delta Air Lines, Inc.” 

https://www.regulations.gov/document?D=DOT-OST-2016-0208-0073 

https://www.regulations.gov/document?D=DOT-OST-2016-0208-0073
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While we lack data to analyze other options, we know that their economic effects will be in the 

range established by these options. For example, the effects of a 12-hour threshold for domestic 

bags and a 24-hour threshold for international bags will be between the effects of Option 1 

(12D, 15I) and Option 2 (12D, 30I). 

4.3 Assumptions used 

We have limited data on baggage delays and baggage fees and therefore need to make 

assumptions to conduct a quantitative analysis. The following assumptions guide the analysis: 

• The airlines that offered data to the Department in response to the ANPRM are 

representative of other airlines. 

• The number of mishandled bags will stay stable in the same way that mishandled 

baggage reports have stayed stable from 2010 to 2019. 

• Southwest will continue not charging passengers to check bags. 

• Legacy carriers have similar shares of delayed, damaged, lost, and stolen bags, as do 

low-cost carriers. 

• Legacy carriers return bags at similar speeds, as do low-cost carriers. 

• Airline staff can process refunds at the same speed across airlines. 

4.4 Estimating delayed baggage 

Carriers send information on mishandled baggage reports to BTS but do not send information 

for delayed baggage specifically. In late 2016, DOT issued an ANPRM asking for information on 

lost and delayed bags. Delta Air Lines, a legacy carrier, and Spirit Airlines, a low-cost carrier, gave 

comments with 2015 baggage data for their airlines.9 10 We use their data to estimate delayed 

baggage for other airlines. Table 4-1 shows the legacy, regional, and low-cost carriers that 

reported to BTS in 2015. 

Table 4-1: Legacy, regional, and low-cost carriers, 2015 

Legacy or regional carriers Low-cost carriers 

Alaska Airlines AirTran Airways (now merged with Southwest) 

 

 

9 Delta Air Lines, Inc. (2017) “Comment from Delta Air Lines, Inc.” 

https://www.regulations.gov/document?D=DOT-OST-2016-0208-0073 

10 Spirit Airlines, Inc. (2017) “Comment from Spirit Airlines, Inc.” 

https://www.regulations.gov/document?D=DOT-OST-2016-0208-0074 

https://www.regulations.gov/document?D=DOT-OST-2016-0208-0073
https://www.regulations.gov/document?D=DOT-OST-2016-0208-0074
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Legacy or regional carriers Low-cost carriers 

American Airlines Frontier Airlines 

Delta Air Lines JetBlue Airways 

Envoy Air (now a subsidiary of American) Southwest 

ExpressJet Airlines (now a subsidiary of SkyWest) Spirit Airlines 

Hawaiian Airlines Virgin America 

SkyWest Airlines  

United Airlines  

US Airways (now merged with American)  

Source: U.S. Department of Transportation Office of Aviation Enforcement and Proceedings, December 

2015 Air Travel Consumer Report, https://www.transportation.gov/airconsumer/december-2015-air-travel-

consumer-report. 

4.4.1 Delayed baggage on domestic flights 

Table 4-2 lists the data given by Delta and Spirit in a standardized format. We use these 

numbers to estimate the number of delayed bags in 2015 by calculating delayed baggage rates 

for the two carriers and applying the rates to other carriers. We use Delta’s rates for the legacy 

and regional carriers and Spirit’s rates for the low-cost carriers. 

Table 4-2: Domestic delayed baggage, 2015 

Airline Domestic passengers Bags delayed 12+ hours Bags delayed 18+ hours 

Delta 117,696,029 46,248 26,930 

Spirit 16,168,873 31,994 24,958 

Notes: “Domestic passengers” added by DOT using BTS data. 

Source: Delta Airlines comments; Spirit Airlines comments 

Table 4-3 shows the estimated numbers of delayed baggage on domestic flights in the United 

States in 2015. With the 12-hour threshold, an estimated 244,700 bags are delayed. Extending 

the threshold to 18 hours decreases the estimate by 47.7 percent to 128,100 bags.  

Table 4-3: Estimated delayed domestic baggage, 2015 

Carrier type 12 hours 18 hours  

Legacy  145,070  84,474  

Low-cost  99,598  77,695   

Total  244,669  162,169  

https://www.transportation.gov/airconsumer/december-2015-air-travel-consumer-report
https://www.transportation.gov/airconsumer/december-2015-air-travel-consumer-report
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Note: Does not include baggage on Southwest. 

4.4.2 Delayed baggage on international flights 

Table 4-4 lists the number of delayed bags for international flights on Delta and Spirit. For Spirit, 

just over half (56.0 percent) of the bags delayed 15 hours or more are delayed 30 hours or more 

(2,946 ÷ 5,259, 56.0 percent). We use that percentage to estimate the number of bags delayed 

30 hours or more on Delta, which gave information only for bags delayed 15 hours or more. 

Table 4-4: International delayed baggage, 2015 

Airline Passengers  15 or more hours 30 or more hours 

Delta 22,841,883  3,358 1,881 (derived) 

Spirit 1,646,642  5,259 (2,313 + 2,946) 2,946 

Note: “Passengers” added by DOT using BTS data. “30 or more hours” amount for Delta estimated using 

ratio for Spirit. 

Source: Delta Airlines comments; Spirit Airlines comments 

To estimate the number of delayed bags for other airlines, we calculate percentages using total 

international passengers as the base. Table 4-5 lists international passengers by carrier type in 

2015. 

Table 4-5: International passengers by carrier type, 2015 

Carrier type Passengers  

Domestic legacy 83,566,411  

Domestic low-cost 8,259,595  

International 109,240,336  

Total 201,066,342  

Note: Does not include passengers on Southwest. 

Source: Bureau of Transportation Statistics, T-100 International Market (All Carriers), 

https://www.transtats.bts.gov/Tables.asp?DB_ID=111. 

Table 4-6 shows the estimated numbers of delayed baggage on international flights, which are 

much smaller than the estimates for domestic flights. International baggage delays will vary by 

destination: time zone differences, local language differences, and the frequency of flights can 

all affect the time needed to find and return delayed baggage. This estimate assumes that other 

legacy airlines have similar destinations as Delta, which operates flights worldwide, and that 

other low-cost airlines have similar destinations as Spirit, which operates flights in in North 

America, Latin America, and South America. No international carriers provided data, so we use 

https://www.transtats.bts.gov/Tables.asp?DB_ID=111
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the percentages for domestic flights on legacy carriers to estimate delayed luggage for 

international carriers. 

Table 4-6: Estimated delayed international baggage, 2015 

Carrier type 15-hour threshold 30-hour threshold  

Domestic legacy 12,285 6,882  

Domestic low-cost 26,379 14,777  

Domestic carrier (total) 38,664 21,659  

International carrier 16,059 8,996  

Total 54,724 30,654  

Note: Does not include baggage on Southwest. 

Table 4-7 combines the domestic and international estimates to show the estimated number of 

bags eligible for refunds in the three options. The number ranges from 159,000 bags for Option 

3, which has the longest times for carriers to return baggage, to 300,000 bags for Option 1, 

which has the shortest times. 

Table 4-7: Estimated delayed baggage by option, 2015 

Carrier type Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I)  

Domestic carrier 244,669 244,669 162,169   

International carrier 54,724 30,654 30,654  

Total 299,393 275,323 192,823  

Note: Does not include baggage on Southwest. 

4.5 Refund payments  

As of March 2019, most major carriers charged $30 or more for the first checked bag and $40 or 

more for the second checked bag on domestic flights. On international flights, most major 

carriers allow one free bag and charge $30 or more for the second bag. We use those amounts 

to estimate a range of refund payments for delayed bags. 

Table 4-8Error! Reference source not found. shows estimated refund payments for the three 

options, with upper-bound estimates that assume all returned bags are second bags. The 

estimates range from $7.41 million with Option 3, which has the longest allowable delays, to 

$11.43 million, which has the shortest. Domestic bags account for most of the estimated refund 

payments. For comparison, airlines collected $3.80 billion in baggage fee revenues in 2015. 
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Table 4-8: Estimated refund payments for delayed bags, 2015 (with March 2019 fees) 

Estimate Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I)  

Delayed domestic bags 244,669 244,669 162,169  

Refund all bags as first bags ($30) $7,340,070  $7,340,070  $4,865,061  

Refund all bags as second bags 

($40) 

$9,786,760  $9,786,760  $6,486,749   

Delayed international bags 54,724 30,654 30,654  

Refund all bags as first bags ($0) $0  $0  $0   

Refund all bags as second bags 

($30) 

$1,641,720  $919,620  $919,620   

Upper-bound estimate of 

refunds 

$11,428,480  $10,706,380  $7,406,369  

Note: Does not include delayed baggage on Southwest. 

Not all delayed bags will be eligible for refunds. Travelers may, for example, use airline credit 

cards that reduce or waive baggage fees. While we do not have data on the percentage of bags 

checked by cardholders, the number of eligible cardholders has increased. For example, in 2017, 

American Express, the credit card company that runs Delta’s airline credit card programs, issued 

60 percent more Delta cards than it did in 2014; three of the four Delta cards it offers make the 

first checked bag free.11 In addition, flight staff may check some baggage for free when 

overhead space is unavailable.  

In the baseline scenario, some airlines give travel vouchers or bonus miles to passengers with 

delayed baggage. We assume that airlines will stop giving them if they are required to give 

passengers automatic refunds. The value of the vouchers reduces the estimated refund 

payments for the three options relative to the base scenario—reinforcing the idea that these 

estimates are upper-bound estimates—but we lack data to estimate their number or value. 

4.6 Administrative costs 

While the FAA Extension Act calls for “automatic” refunds to customers, airlines may need 

additional staff time to process the refunds behind the scenes. Delta estimated the number of 

 

 

11 Ron Leiber (2018). “Why Airline Cards Have an Enduring Appeal.” New York Times: 

https://www.nytimes.com/2018/04/27/your-money/airline-frequent-flier-credit-card.html 

https://www.nytimes.com/2018/04/27/your-money/airline-frequent-flier-credit-card.html
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full-time equivalent (FTE) staff it would need to process refunds manually, as shown in Table 4-9. 

Delta estimates that one FTE can process 5,000 to 5,600 refunds a year for domestic flights and 

8,400 refunds a year for international flights. The factors that would allow employees to handle a 

greater number of international refunds than domestic refunds per year are unknown. Delta also 

estimates that one FTE will cost $75,000 a year in 2015 dollars; adjusted for inflation, the cost of 

one FTE was about $79,500 in 2018. 

Table 4-9: Estimated staff to process baggage fee refunds (Delta) 

Category Bags FTEs Annual cost Bags per FTE Annual cost per FTE 

Domestic, 12-hour delay 46,248 8.3 $615,000 5572 74096 

Domestic, 18-hour delay 26,930 5.2 $386,000 5179 74231 

International, 15-hour delay 3,358 0.4 $30,000 8395 75000 

Notes: “Bags per FTE” and “Annual cost per FTE” calculated by DOT. Delta did not provide information for 

processing international bags with 30-hour delays. 

Source: Delta Airlines comments 

We use Delta’s information and the delayed baggage estimates from Section 4.4 to estimate the 

number of employees needed to process refunds across all airlines. For domestic flights, we use 

the lowest estimated number of refunds that an employee can handle in a year (5,000) to 

produce an upper-bound estimate of staffing needs. For international flights, we use the 8,400 

number.  

We use Delta’s FTE cost estimates for all airlines. We assume that the number of delayed bags 

has not changed since 2015, given that mishandled baggage claims were stable between 2010 

and 2017. Actual costs may be lower if airlines adopt technologies and improve processes to 

process refunds more efficiently. 

Table 4-10: Estimated staff to process baggage fee refunds manually 

Estimate Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I)  

Domestic bags 244,669 244,669 162,169  

International bags 54,724 30,654 30,654  

FTEs for domestic bags 48.9 48.9 32.4  

FTEs for international bags 6.5   3.6  3.6   

Total FTEs 55.4   52.6  36.1  

Total cost (2018 dollars)  $4,408,161   $4,180,355  $2,868,601  

Note: Does not include baggage on Southwest. 
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4.7 Additional economic effects 

A rule requiring airlines to refund fees for delayed baggage may give carriers additional 

incentives to reduce delays. The rule may induce airlines to adopt new baggage-tracking 

technologies more quickly, hire additional staff to handle baggage, and improve coordination 

among airports and operating groups. These practices would reduce annual refund payments to 

passengers. Airlines would have an incentive to invest in these practices up to the point that the 

incremental costs equaled any savings in refund payments. Travelers with checked luggage also 

could experience an increase in consumer surplus from airline improvements that reduce the 

probability or length of baggage delays. 

The Department does not have sufficient data to estimate these incentive effects, but the 

number of delayed baggage claims is trending downward and airlines are already investing in 

technologies to track baggage more effectively, as described in Section 3.2. Thus, the incentive 

effects of the rule relative to the baseline scenario are likely to be minimal. 

5 Summary results 

Table 5-1 shows the estimated annual refund payments and administrative costs for each refund 

option in 2018 dollars. These amounts are upper-bound estimates that assume all returned bags 

are second bags and therefore have higher baggage fees. Administrative costs range from $4.41 

million for Option 1, which has the shortest allowable delays, to $2.87 million for Option 3, which 

has the longest. Refund payments range from $11.43 million for Option 1 to $7.41 million for 

Option 3.  

The estimates assume that annual baggage fees stay the same each year, as do the number of 

refunds one FTE can process. All other things being equal, if baggage-handling technology 

improves, staff costs and refund payments will decrease. 

Table 5-1: Estimated annual refund payments and administrative costs, 2018 dollars (millions) 

Estimate Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I) 

Refund payments $11.43  $10.71 $7.41  

Administrative costs $4.41  $4.18 $2.87  

6 Sensitivity analysis 

This section shows how adjusting values or using different assumptions changes the estimated 

effects of refunding baggage fees. 
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6.1 Changes in Southwest’s baggage policy 

While Southwest reports no plans to start charging passengers to check baggage, we test a 

scenario in which they would do so for a sensitivity analysis. Since Southwest is a low-cost 

carrier, we use baggage delay percentages derived from Spirit Airlines. 

Table 6-1 shows how estimated annual refund payments and administrative costs would 

increase if Southwest started to charge passengers and if all bags are refunded as second bags. 

For Option 1, costs increase from $4.41 million to $8.11 million; for Option 3, costs increase from 

$2.87 million to $6.22 million. Transfers increase from $11.43 million to $23.04 million for Option 

1 and from $7.41 million to $15.85 million for Option 3. At the same time, passengers are likely 

to check fewer bags if Southwest begins charging fares, which will reduce costs and transfer 

payments. 

Table 6-1: Differences in refund payments and administrative costs after adding Southwest (millions) 

Estimate Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I) 

Refund payments (without Southwest) $11.43  $10.71 $7.41  

Refund payments (with Southwest) $23.04 $22.25 $15.85 

Administrative costs (without 

Southwest) 

$4.41  $4.18 $2.87 

Administrative costs (with Southwest) $8.11 $8.76 $6.22 

6.2 Changes in refund processing rates 

To estimate administrative costs in Section 4.6, we used the lowest number of estimated refunds 

that an FTE could process in a year for delayed domestic baggage (5,000 bags per year).  

Table 6-2 shows that using the highest number (5,600 bags per year) reduces costs only slightly. 

For Option 1, annual costs decrease from $4.41 million to $3.99 million; for Option 3, costs 

decrease from $2.87 million to $2.59 million. 

Table 6-2: Differences in administrative costs after changing annual refunds processed (millions) 

Estimate Option 1 (12D, 15I) Option 2 (12D, 30I) Option 3 (18D, 30I) 

5,000 refunds processed per FTE $4.41  $4.18 $2.87  

5,600 refunds processed per FTE $3.99  $3.76 $2.59  
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A Appendix: carrier baggage fees 

Table A-1: Checked baggage fees introduced by carriers 

Airline Year 

Spirit 200712 

Allegiant 200713 

American 200814 

Delta 200815 

Frontier 200816 

Hawaiian 200817 

United 200818 

Alaska 200919 

JetBlue 201520 

Southwest — 

Note: The table lists reporting carriers in March 2019. 

Sources: Listed in footnotes 

 

 

12 https://www.sun-sentinel.com/news/fl-xpm-2008-03-23-0803210572-story.html 

13 https://ir.allegiantair.com/static-files/1541a9a6-19c4-446b-ad45-10e5d22547a9 

14 https://www.nytimes.com/2008/05/21/business/worldbusiness/21iht-amr.4.13100744.html 

15 https://www.npr.org/templates/story/story.php?storyId=96689412 

16 https://www.avitrader.com/2008/09/12/frontier-launches-checked-baggage-charge/ 

17 http://archives.starbulletin.com/2008/07/31/news/story01.html 

18 https://www.nytimes.com/2008/06/13/business/13bags.html 

19 https://www.seattletimes.com/life/travel/alaska-horizon-airlines-to-charge-for-first-checked-bag/ 

20 https://money.cnn.com/2015/06/30/pf/jetblue-checked-bag-fee/index.html 
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