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A Domestic Air Demand Model Considering Oligopoly Competition

Tomoki ISHIKURA *
Masaki ISHII **

Synopsis

Existing “practical” air demand forecast models for policy planning does not handle airline’s behavior.
Airline’s strategies such as frequency, fare, route selection were exogenous in the models. The models
therefore cannot assess influences to airline’s behavior by policy alternatives. Some policies will affect both
airline’s behavior and passenger’s (shipper’s) behavior. ~ Air market model that explicitly deal with airline’s
behavior is necessary to assess such policies.

We aim to develop the methodology that can assess various aviation policies and this paper constructs a
domestic aviation market model. The model describes oligopoly situation of Japanese domestic aviation
market. Frequency assignment between competitive air routes by airline is also considered in the model.
Although quantitative accuracy is not completely desirable, the verification test shows that the model can
evaluate comparative relationship of passenger demand and frequency between OD-pairs (and route-pairs).
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