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Abstract

Marketing airline products and services has always been highly complex and requires that rigorous
strategic planning is put in place for achieving maximum growh and profitability. However, it’s
obvious that finding solution to problems in this field that involve people and huge investment by
experimenting will be vary dangerous. So, modelling and simulation studies have become a
powerful tool to proffering solutions to such problems. This paper deals with how to develop a
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dynamic model to forecast the profit of an under development airline so the model could be used as
a descision support tool for fleet expansion in airlines. Moreover, it’s desired to evaluate the effect
of chang in demand rate on airline profit in this condition. The under development airline is an
special case in the way that it has limited opportunities to order airplane for the development of its
fleet. System Dynamics framework has shown strong potential as a decision support tool in this
instance because of its capability of representing physical and information flows, based on
information feedback control that are continuously converted into decisions and actions. We have
developed a SD model that forecast airline profit trend based on its current demand trend. It shows
that if there will be no chang in demand trend, the profit margin due to fleet expansion will be way
lower than desired because of lack in demand. Additionaly, with testing different rate behavior for
demand the effect of increas in demand on profit has been indicated and the airline is suggested to
evaluate policies in order to reach the optimal demand rate based on its desired profit.

Keywords: System Dynamics, fleet management, airline development, profit forecastings,
modelling
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