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Air Cargo Revenue Management under Variable Capacity Requirements

Mohammad Vardi !, Ali Husseinzadeh Kashan 2, Amin Abbasi-Pooya 3
123 Department of Industrial Engineering, Faculty of Engineering, Tarbiat Modares University

ABSTRACT

Revenue Management (RM) is a subfield of Operations Research that aims at maximizing revenues
acquired by selling products/services in a specified period. Due to the substantial growth in air cargo
industry over the past few years, sophisticated techniques are needed to maximize revenues. In this paper,
airline cargo space allocation problem under variable capacity requirements is studied with the explicit
goal of maximizing revenues. Decisions regarding acceptance or rejection of incoming booking requests
have to consider two dimensions, namely volume and weight. The problem was formulated by Dynamic
Programming, but obtaining exact solution is impractical due to the high-dimensional state space. For this
reason, heuristic methods were proposed that took account of the uncertainty in demand and cargo
volume and weight. Three heuristic approaches, namely Deterministic Linear Programming (DLP),
Randomized Linear Programming (RLP), and Bid-price Policy were proposed and compared with the
first-come, first-served (FCFS) policy.
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