o \Ye JT< CJ'J—.'I

63g-Ll> gLaULS a5 g 49

F-S1N¢] Oez 9 Sy iy Shalyd o yide

s Alie LSSl Glgie

Revenue Management: Research Overview and Prospects
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6. CONCLUSION AND RESEARCH PROSPECTS

RESEARCH AND DEVELOPMENT of revenue manage-
ment systems is far from over. We close our survey
with some suggested directions that future research
may take in four areas—forecasting, dynamic pro-
gramming, ODF revenue management, and systems
integration.

6.1 Forecasting

It is difficult to be optimistic about breakthroughs
in airline disaggregate forecasting because of the
slow progress of effective forecasting technology in
less complex areas elsewhere in industry. Nonethe-
less, a need for reliable airline demand forecasts at
increasingly disaggregate levels will parallel in-
creases in sophistication of ODF revenue manage-
ment systems. The most promising direction for im-
provement of airline forecast accuracy is in detailed
empirical studies of the behaviors of different pas-
senger types in response to changes in fare product
offerings. Tracking of individual behavior of passen-
gers who fly frequently could lead to improved pre-
diction of cancellation and no-show behavior in dif-
ferent passenger categories. Smith, Leimkuhler,
and Darrow (1992) discuss the potential of discrete
choice modeling [see, for example, BEN-AKIVA and
LERMAN (1985), Lee (1990)]. Much work remains to
be done—the potential benefits of sharper forecasts
certainly justify substantial investments in forecast-
ing methodology and market analysis.
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