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Abstract

This article proposes a capacity reservation model for an air freight forwarder. The forwarder needs to reserve air-cargo
capacity from an airline before its actual demand materializes. The profit of the forwarder depends on the actual amount actually
used after demand materializes, not the amount initially reserved. If the forwarder reserves too much upfront, then the capacity
utilization would be low. On the other hand, if the forwarder does not reserve enough, it might not be able to maintain the pre-
specified customer service level. In our model, the expected profit and utilization are calculated. Through our numerical study, we

conclude that our model can be applied to help making decision on capacity reservation.

Keywords: freight forwarder, air cargo, capacity reservation
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