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Supply Chains
Panalpina President and Chief Executive Officer Monika Ribar

used a provocative and perhaps even troublesome series of
words in her opening keynote address last month at the annu-

al Cargo Network Services Partnership Conference.
For airlines, the words were provocative because they go to the heart of the

air cargo business, including where it is going and where it’s customers are go-
ing. And she, along with shippers on a separate panel at the meeting in San
Diego, kept repeating the phrase.

What Ribar and the shippers kept talking about was supply chain manage-
ment, and they kept bringing it up even though almost everyone kept asking

about transportation. “We need to revisit, to review partner-
ships and the way we work together,” Ribar said. “It’s impor-
tant for us to address in a new way the entire supply chain
management solution.”

In fact, the larger trends of supply chain management, from
the enormous consolidation underway among logistics providers
to the increasingly highly engineered, technology driven distrib-
ution networks, pose enormous questions for air cargo service
providers in all corners of the world.

Are aircraft operators partners or active participants in those
supply chains? Do individual carriers have a long-term role to

play, or are they simply selling the space they have available on a day-to-day
basis? How do air and ocean transport fit in the supply chain?

With gross revenue of $7.5 billion last year and growth of better than 50 per-
cent in five years, Panalpina’s answers to such questions carry enormous
weight for airlines.

“Our customers expect us to improve their supply chain execution,” Ribar
said. “That means working with a logistics concept, not just bringing cargo
from A to B.”

For Panalpina, that means supply chain management has been growing
faster than its other lines. “Panalpina always has been known as an air freight
forwarder,” said Ribar. Air freight used to be more than 50 percent of
Panalpina’s business. Now it’s down to 48 percent, not a very large reduction
but a sure sign of a trend that is very unlikely to be reversed.

That is because the forwarder is following its shippers toward more tightly
managed logistics. “It used to be that only bigger companies needed total sup-
ply chain solutions,” Ribar said. “Now it is smaller companies that need this to-
tal solution. That is a trend that is becoming more and more evident.”

That may not matter much to airlines, of course, as long as it means more
freight. But is that the supply chain solution shippers and forwarders have in
mind?
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UpdatesNews

to announce new flight plans. But
the cargo industry has seen several
startups recently, including Car-
goitalia and Belgium’s Cargo B, that
suggest freight-only operators have
been creative enough to get the ser-
vice they need with the rights al-
ready on the table.

On its effect next March, the treaty
will replace various trans-Atlantic
agreements, for the most part allow-
ing carriers from the 27 E.U. to fly to
and from any point in the region to
the U.S. The U.S. gets reciprocal
rights to Europe. In time, passenger
and cargo airlines are likely to benefit
from additional opportunities.

But broader freedoms are needed
for real open skies, and to the Euro-
peans that means the free flow of
ownership and investment capital.
Still, there is one immovable gatekeep-
er– the U.S. Congress – that could foil
their goals for the second stage.

No sooner had the ink dried on the
new aviation treaty than Rep. James
L. Oberstar, D-Minn.,  chairman of
the House Committee on Transporta-
tion and Infrastructure, offered a
warning: “I want to make it clear that
as the agreement is implemented, our
committee will conduct a thorough
oversight to prevent any backsliding
on the foreign control issue.”

Cargo Served

Cargo Network Services got a lit-

tle more attendance than they

bargained for at the group’s annual

Partnership Conference last month.

Airline executives attending the

event in San Diego found agents of

the U.S. Federal Bureau of Investiga-

tion walking the paths of the Rancho

Bernardo Inn venue, according to in-

dustry sources, armed with subpoe-

nas related to the worldwide investi-

Freedoms in Phases

T
he recent signing in Washington of a his-
toric open skies agreement between the
United States and the European Union lib-
eralizing trans-Atlantic air service begs

the question: Will phase two of the accord, for
which negotiations will begin shortly, take as long
to achieve as the first milestone? If recent com-
ments from E.U. and U.S. congressional leaders
are any indication, the process could take longer.

“We want to further liberalize trans-Atlantic air services,” said Wolfgang
Tiefensee, the German transport minister and new E.U. Council president.
“The objective of the negotiations will therefore be additional traffic rights
and fewer restrictions on European ownership and control of U.S. carriers.”

Under U.S. law, European carriers may own no more than 25 percent voting
interest and 49 percent non-voting interest in American airlines.

The agreement is a major plus for passenger airlines, but the air cargo re-
sponse is more muted.

“There will be some changes, but not many,” said Carsten Spohr, chairman
of Lufthansa Cargo. “We have been flying from Brussels to the U.S.for a cou-
ple of years. We haven’t been able to use our own flight numbers, but there
are ways around that.”

Nevertheless, cargo executives called the treaty a first step in breaking down
barriers. “This agreement between the U.S. and the E.U. is an important step
forward but obviously some issues still need to be resolved,” said Jack Boisen,
head of Continental Airlines Cargo and the just-installed chairman of the In-
ternational Air Cargo Association.

Continental was one of the first airlines after the agreement was reached
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gation into allegations of antitrust vi-

olations in setting cargo surcharges.

The investigations, which began in

February 2006, have persisted even

as some airlines have sought to set-

tle charges and civil lawsuits that

have followed in the wake of probes

in Europe and the United States.

British Airways last month report-

ed its first financial loss in two years

in part because the airline set aside

$690 million as a provision to settle

allegations of price fixing for cargo

and passenger services. Lufthansa

last year paid $85 million to settle

civil class-action suits and said it had

received conditional immunity in the

United States and Europe.

Some airlines have received de-

mands for documents related to sur-

charges this year, and civil suits

against several major airlines are

still alive.

Carrier officials at CNS were re-

minded of that as federal agents

raised alarms and anxiety levels at

the meeting, which counted some

500 attendees at what has become

the highest-level industry gathering

in North America.

Several airlines refused to com-

ment on the sweep by the agents

but some privately said they were

dismayed at what some called a

heavy-handed display by the law en-

forcement agency in tracking down

industry executives, most of whom

are based in the United States.

CNS officials wouldn’t discuss the

details but released a statement say-

ing that at the conference, “It ap-

pears that the FBI attempted to con-

tact some conference attendees.

The FBI activity was completely un-

related to the CNS conference. The

FBI actions had no impact on the

conference which concluded suc-

cessfully as planned.”

Dimmed Out

For international airlines, the full
weight of their bid to change di-

mensional pricing standards finally
proved more than regulators could
bear.

In a decision triggered in part by
the airlines’ controversial decision in
2003 to toughen pricing based on the
“cube” of shipments, the U.S. Depart-
ment of Transportation this spring
withdrew key elements of the an-
titrust immunity for the International
Air Transport Association for trans-
Atlantic and Australian services.

The ruling is a blow to working
agreements air carriers see as necessary
for interline agreements but which
shippers say are out of step with an
aviation regulatory world that is see-
ing regulatory structures fall away.

In its ruling, DOT seemed to side
with shippers calling the agreements
“anti-competitive and not necessary”
to meet transportation needs and serve
the public. Tariff conferences and rate
discussions and agreements amounted
to price fixing and “do in fact harm
shippers that would not occur in a
competitive market,” said DOT.

IATA argued cargo rate agreements
“protect the interest of shippers
when cargo capacity is scarce by en-
suring” that space is available at rea-
sonable rates.

But the DOT said the airlines
“provided no evidence showing that
airlines offer shippers a lower IATA
rate rather than a higher non-IATA
rate when shipper demand exceeds
cargo capacity.”

Steven Lott, a spokesman for IATA
in Washington, said DOT’s ruling
means after June 30 airlines will no
longer be able to meet through IATA
to coordinate rates between the U.S.
and Australia and the U.S. and the 27
countries in the European Economic

Area. However, those agreements
reached and approved before June 30
will be “immuned from U.S. laws for
the foreseeable future,” said Lott.
IATA’s so-called “flex fares” for passen-
ger airlines won’t help cargo, he said.

The ruling was the latest skirmish
against the airline industry’s work-
ing agreements that began with
plans carriers divulged in 2003 to
change the formula for dimensional
pricing, a change shippers said
would results in a 20 percent rate in-
crease for goods that fell under the
cubing standard.

Shippers went even deeper in their
complaints in Asia, Europe and
North America, arguing the airline-
only meetings and abrupt announce-
ments after a couple of leaks to the
media suggested pricing collusion.
“When they introduced the change
in density, I don’t know why they
each didn’t do it individually,” said
Peter Gatti, executive vice president
of the National Industrial Trans-
portation League. “Why did it have
to be done on a collective basis?

“To have an antitrust exemption
is an extraordinary thing and the
burden is really on the industry that
have exemptions to justify them.”

Tech Glitch

In a stark view of technology adop-

tion across the air cargo industry,

Panalpina President Monika Ribar

says one of the field’s longest-stand-

ing operators is facing mounting

troubles.

Managers of the Global Freight Ex-

change deny they are under urgent

pressure, but the online booking por-

tal known more commonly as GF-X

is still looking for a strategic investor

and the technology landscape ap-

pears ripe for change.

Updates
News
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“We are meeting with a number of

people from a broad range of busi-

nesses,” said Demetrios Zoppos,

managing director of GF-X. “We are

including all options.”

GF-X is one of three neutral book-

ing platforms in the air cargo busi-

ness. The other two, Cargo Portal

System and Ezycargo, were

launched under the guidance of air-

line partners while GF-X was started

independently and later took on in-

dustry investors.

“Have we achieved what we set

out to do with the speed and pace

that we thought? Definitely not,”

said Zoppos. “This is a very conserv-

ative industry. The issue is not with

the technology. The issue is change

management.

Speaking at the annual Cargo Net-

work Services Partnership Confer-

ence in San Diego, Ribar gave a grim

assessment of the operation.

“We did not make a platform like

GF-X work. It could have been a

great platform. But we are not there,

and I am not talking about the tech-

nology. ... They have huge prob-

lems,” she said.

Zoppos says the company “does

not have an issue with financing. ... I

think she made a mistake. We are

well funded.”

Ribar’s comments suggest, how-

ever, that forwarders and carriers are

putting technology under harsher

scrutiny, focusing more clearly on

what will work in the long run fol-

lowing years in which operators

were trying different strategies and

technologies.

“GF-X is an excellent tool,” Ribar

said in an interview. “We are strong

supporters of it and use it all the

time. The problem is, it is not yet

there. It will never be everything to

the business. … I think there is

enough business to have the plat-

form run and be successful. The best

thing would be if there were one

platform, but that is not the reality of

the business world.”

The reality, says Zoppos, is an an-

nual market of 30 million to 40 mil-

lion air waybills simply may be too

small for three competitors. “I don’t

believe (the industry) can support

three full-service portals,” he said.

Security Eyed

While air cargo operators are
fending off another report criti-

cal of shipping security, the U.S. Trans-
portation Security Administration says
it’s already taking many of the actions
recommended in the report.

The report from the U.S. Govern-
ment Accountability Office took aim
at international air cargo, saying the
government isn’t doing enough to
guard against potential terror using
inbound shipments.

“This administration has left a gap-
ing hole in our aviation security on
which any terrorist can capitalize,”
said Rep Bennie G. Thompson, D-Miss.

But TSA officials say many of
GAO’s six recommendations are ei-
ther in place or in the process of be-
ing adopted.

“TSA works closely with industry
and foreign governments to employ a
cooperative, multi-layered security
approach,” said TSA spokesman Dar-
rin Kayser.

But cargo industry officials say they
are wrestling with the things TSA has
done, or has not done, as it has imple-
mented its air cargo security rules in
the United States.

The TSA issued a comprehensive
rule in late March for cargo opera-
tions that gave operators one week to
adjust but then shifted gears a
month later, according to cargo in-
dustry officials, dropping the March
rule for a version it had released and
then rewritten two months earlier. In
the meantime, some carriers were cit-
ed for violations.

The details of that rule are not being
released but the execution of the plan
had several air cargo industry officials
shaking their heads at what they called
poor communication and mixed mes-
sages from headquarters and field offi-
cers at the security agency.

Bidding Time

The rancor evident in the rival

bids by CEVA Logistics and EGL

Chairman James Crane suggested

the battle for control of the for-

June 20076 AirCargoWorld
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warder wouldn’t end quietly. The

scale of the bids showed the show-

down would have an impact far be-

hind EGL.

CEVA, backed by private equity gi-

ant Apollo Management, and

Crane’s group continually raised the

stakes in a bidding war last month

that pushed the value of the Hous-

ton-based forwarder toward $2 bil-

lion. To some that means the EGL

buyout will only fuel more deal mak-

ing in the forwarding arena.

“There are far more buyers than

sellers in the global logistics market-

place, so I believe we will continue to

see consolidation,” said Daniel Her-

ron, a former forwarding industry ex-

ecutive and now a consultant in

mergers and acquisitions.

EGL’s rival bidders have different

designs on the business.

CEVA, the former TNT Logistics,

would gain a stronger foothold in the

United States and a more diversified

business. Crane would gain greater

freedom and cost-savings without

the constraints on public companies.

And the stakes were evident in

the clear animosity in the bidding. A

late offer from CEVA proposed to

cut the termination fee for Crane

and his backers from $30 million to

$20 million. Crane suggested he

wouldn’t leave so easily, however,

including in his bid a plan to boost

his fee to $40 million.

Both bidders may be heartened

by new financial results from EGL,

which stumbled in the second half

of 2006 but reported a 56 percent

jump in net profit in the first quarter

to $17.3 million.

More importantly, EGL’s margins

improved, with gross revenue up 6

percent to $799 million while net

revenue grew 14 percent to $270.1

million. And the bidding battle even

pushed EGL’s stock price nearly to

where it stood a year ago.

Atlas Profits

Atlas Air isn’t exactly what it used
to be, but the reconfigured

freighter operator also happens to be
solidly profitable.

Atlas Air Worldwide Holdings, the
parent of Polar Air Cargo and wet-

lease specialist Atlas Air, reported a
$6.2 million net profit in the first
quarter after losing $3.7 million in
the same quarter last year.

With the operating profit more
than doubling to $17.5 million and
revenue up 6.5 percent to $353.6 mil-
lion, it the company’s best perfor-
mance in the first quarter since it
came out of bankruptcy three years
ago and a sharp follow-up to strong
results toward the end of 2006.

The results also suggest the larger
changes the company has undertaken.

The once-core ACMI business was
down more than 16 percent from
last year and made up less than a
quarter of the overall company rev-
enue. Even the scheduled operation
was down slightly, to $125.9 mil-
lion. But military charters, once a
stop-gap, jumped from $73.1 million
last year to $114.7 in the first three
months of 2007.

AAWH expects that military work
to hold up through at least the sec-
ond quarter and says its managing
business with more “strategic and op-
erating flexibility” in other areas. ■

AirCargoWorld
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compared to $975 million the compa-
ny earned in the first three months of
2006 and came on a 3.3 percent gain
in revenue, to $11.9 billion.

Overall domestic package volume
slipped 0.2 percent, with ground par-
cel business down slightly. But pre-
mium overnight air express revenue
fell 1.8 percent and deferred air rev-
enue was off 3.5 percent as yield in
the air express business softened. Vol-
ume in the domestic air business was
down 1.1 percent from last year.

International package revenue grew
10.4 percent, but margins fell. The
$375 million operating profit, before
adjustments for special charges, was
6.1 percent below last year.

The Supply Chain and Freight
business posted a $46 million operat-
ing profit after losing $25 million in
the year earlier quarter.

Memphis Blue
For UPS and others, the slipping vol-

ume was just one sign that a long-vi-
brant American economy was at least
taking a break at the start of the year.

“The economy is a little bit weaker
than people thought go-
ing into the first quar-

ter,” UPS Vice Chairman and Chief
Financial Officer Scott Davis said
during in a conference call to in-
vestors following release of the earn-
ings, “and I suspect it will stay at

Aslowing American economy, high fuel prices, too much
capacity and slackening demand may collectively ac-
count for why UPS’s first quarter results and FedEx’s fis-
cal third-quarter earnings were relatively flat, particular-

ly in the domestic business.
“The first quarter of 2007 has turned out to be a bust” for UPS and much of

the air freight business, said Ned Laird, president of the Seattle-based Air Car-
go Management Group. “There is no growth in the domestic market and vir-
tually no growth in the to-and-from U.S. markets.”

But the reports also suggest UPS and FedEx are riding out what some believe
are fundamental changes in their domestic businesses by spreading into other
areas, including growing international air business, that is
keeping them solidly profitable.

“Both companies are doing extremely well in a very difficult environment,”
said Lee Clair, a partner with Norbridge, management consultants for the
transportation industry. “They are also well positioned against a slowing econ-
omy because of international businesses.”

Atlanta-based UPS’ first quarter net profit dropped 13.5 percent to $843 million

Slower Going
UPS and FedEx’s modest quarterly earnings are offset

by the growth of their international businesses

By Robert Moorman

NORTH AMERICA

10RegionalsINT  5/24/07  1:18 PM  Page 10



that level for a quarter or two.”
In earlier remarks, Davis said the

softness in the market would be offset
by “continued rapid growth outside
the United States and steady improve-
ments from its Supply Chain and
Freight segments, [which] are expect-
ed to produce a solid performance for
the company in 2007.”

FedEx revenue was up 7 percent to
$8.6 billion for the quarter ended Feb.
28, but the $420 million net profit
was down 2 percent from the year
earlier period.

Overall domestic package volume
dipped 1.6 percent. And International
Priority volume dipped 1 percent.

“The U.S. economy grew at a lower
rate than we expected in the third
quarter,” said Frederick W. Smith,
chairman and chief executive officer.
“However, this represents a healthy
transition for the economy as it phases
into a more sustainable growth rate.”

Despite the different operating
philosophies of FedEx and UPS, “they
seem to be performing almost at the
same level in their express operations,”
said Satish Jindel, president of SJ Con-
sulting Group. With UPS ground traf-
fic showing no volume gains while
FedEx Ground had a net gain of
272,000 packages a day, a 9 percent in-
crease, it appeared FedEx showed a
slight gain in market share, probably
coming from UPS, said Jindel.

For the carriers, said Jindel, is that
there appears to be little pricing pres-
sures on either UPS or FedEx. The
pricing appears relatively stable de-
spite DHL’s push to reclaim a share of
the market it had lost in the past year,
suggesting DHL is not discounting
heavily to get back some of that busi-
ness. The soft yields, however, suggest
UPS and FedEx are not getting nearly
the rate increases they expected this
year, particularly the aggressive 4.9

percent price hike UPS announced.
But the revenue at both companies

is spreading across more lines of busi-
nesses, limiting the importance of rate
fluctuations in any one area. Both
FedEx and UPS are adding industrial
less-than-truckload operations, for in-
stance, to get some of the very business
that is luring shippers away from prici-
er domestic parcel services. Both inte-
grators hope the end result will be
greater product control across the trans-
port supply chain, and that could posi-
tively affect future quarterly revenue.

Although earnings of both compa-
nies can be viewed as examples of glob-
al economic activity, Norbridge’s Clair
cautioned against using the quarterly
results as an economic bellwether.

“Neither FedEx or UPS should be
looked as examples of economic
change,” said Clair, because both are
on the top tier of the freight business.
Tracking the revenue of maritime, rail-
road and truck freight transportation
companies is a better leading indicator
because they ship raw materials for
housing as well as finished products
and, as such, have a far greater across-
the-board impact on the economy.

That’s unless, of course, the express
carriers want to get into those other
lines of transportation.

Kitty Loses

Cargo airline Kitty Hawk is shak-

ing up its leadership as the air-

line struggles through increasingly

troubling changes in its domestic air

freight market.

Mel Keating, a member of the
board of directors for a little more
than a year, took over as chairman of
the Dallas-based airline last month as
Robert W. Zoller resigned as president
and CEO and Gerald Gitner resigned
as chairman.

Zoller remains on the board and as
a consultant to the carrier. But three
other members of the board resigned,
signaling what may be bigger changes
at the airline.

That came as Dallas-based airline re-
ported a $11.7 million loss in the first
quarter, 33 percent worse than the year-
earlier quarter, led largely by a 20.8 per-
cent decline in expedited air freight rev-
enue fell 20.8 percent. Although overall
revenue grew 4.7 percent because of
growth in ground service, the pure air
revenue dropped from $37 million in
last year’s first quarter to $29.4 million.

Trucking revenue, bolstered by last
year’s acquisition of Air Container
Transport, more than tripled in the
first quarter, but it still was only $9.1
million and transportation expenses
also soared as Kitty Hawk was pressed
to match pricing to the service de-
mands of a far-flung trucking network.

Charter Lanes

ABX Air is hoping its lease agree-

ment for two 767-200 freighters

with All Nippon Airways is the start

of something far bigger in the char-

ter and leading market.

The cargo airline’s charter revenue
soared 83 percent in the first quarter,
but that still added up to just $7 mil-
lion. The overall revenue of $288.1
million was off more than 20 percent
because of reduced business with its
major customer, DHL.

That helped slice the net profit
nearly in half, from $8.1 million to
$4.2 million.

ABX is pushing in different direc-
tions, adding more adding more con-
verted widebody 767s and pinning its
future on a mix of DHL business in the
United States and charter and leasing
operations in the international arena.

“Our business is better positioned
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for growth as an independent
provider of air cargo services than it
was a year ago, and our new agree-
ment with All Nippon Airways
launches us into new global markets,”
said ABX President and CEO Joe Hete.

Hete says the ANA pact will bring
$22 million in revenue this year “and
will provide us with the momentum
to expand into the fast-growing Asian
cargo markets.”

ABX started the year with four
twin-engine 767s but has added three
since then and will have 13 by 2008.

… Briefly
Cargo traffic for U.S. airlines fell for

the first time in nearly two years in

March, sliding 2.1 percent on an ac-
celerating decline in domestic busi-
ness, according to the Air Trans-
port Association. The 3.5 percent
decline in domestic traffic in March
was the worst monthly showing in
that business since July 2005 and left
overall traffic for the first quarter flat.
... Private equity concern Oak Hill
Capital Partners ordered six 777
freighters valued at around $1.4 bil-
lion, bringing o 71 the number of 777
freighters ordered by 10 customers
since May 2005. … Forwarders
Schenker and Kuehne + Nagel
jointly signed an agreement with
Cargolux for twice-weekly 747-400
freighter service between Luxembourg
and Atlanta, a new destination for Eu-

rope’s largest all-cargo carrier. … Car-
go traffic at San Francisco Interna-
tional Airport plunged 13.3 per-
cent in March, including a 16.6 per-
cent drop in international imports. ...
Domestic mail fell 43.4 percent. ...
FedEx Ground is building a $5 mil-
lion, 44,656-square-foot sorting facili-
ty in Columbus, Ga., to be completed
this August. … Boeing named
Crane Aerospace & Electronics to
supply the onboard weight and bal-
ance system, named AirWeighs, for
the 777 freighter. … W.S. Wilson
signed a long-term agreement with
Boeing to maintain an inventory of
spare parts, as part of the planemak-
er’s Integrated Materials Management
spare parts reducing initiative. ■
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As summer tempera-
tures start to soar in
the Arabian Gulf the
searing desert heat

can begin to play tricks on the
mind. What seemed certain a
short while ago, suddenly no
longer seems so apparent. It is a
little bit that way with the re-
gion’s air carriers.

Gulf Air appeared to be on track
for a revival in its fortunes following
the appointment of James Hogan as
its first non-Arab chief executive four
years ago. Just over a year ago it revi-
talized its cargo product by bringing
in British industry veteran Des Ver-
tannes to head-up Gulf Air Cargo.
Vertannes had most recently been
chief executive officer of U.K. ground
handler Air Menzies International,
capping a career which started with
British Airways Cargo, where, appro-
priately enough, he served a stint as
cargo manager for the Arabian Gulf.

Hogan talked of doubling Gulf
Air’s fleet by 2010 and Vertannes
quickly began to walk the same talk,
discussing the possibility
of converting some of the
airline’s 767-300s as they exited pas-
senger service.

But suddenly all that has changed.
James Hogan has departed and

moved a few hundred miles south
down the Arabian Gulf to become
chief executive of Etihad Airways, the

emerging Abu Dhabi carrier. And lo and behold Des Vertannes has quickly fol-
lowed in his footsteps to become executive vice president of Etihad Crystal Cargo.

All of which has left a huge void back at Gulf Air headquarters in Bahrain. A
new CEO has quickly been ushered in with Andre Dose, one of the architects
of the launch of SWISS, taking over at the helm. Dose obviously has a com-
pletely different take on the Gulf carrier, particularly when faced with the real-
ization that even after four years under Hogan the airline is still hemorrhaging
operating losses of one million dollars a day.

Dose has immediately cut loss-making services to Hong Kong, Jakarta, Sin-
gapore, Johannesburg, Sydney and Dublin. He has also cut a
swathe through senior management. This included Ali Murtada,

the vice president of business units, who effectively oversaw the airline’s cargo
business. Prior to the departure of both executives, Gulf Air Cargo had this
year introduced a series of A300 freighter charters operating between Bahrain-
Chennai-Bangalore-Amsterdam.

In contrast, at Etihad, Des Vertannes has joined an Arabian Gulf carrier very
much on the way up, although one still punching above its weight in terms of
global ambition and actual reality on the ground.

Mirage Images
One Middle Eastern carrier’s ambitions are turning into another’s

execution, or at least it appears that way

EUROPE

By Roger Turney
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But all the signs are that a strategy
is in place to realize its lofty ambi-
tions. That includes the usual pre-req-
uisite for any self-respecting emerging
Arabian Gulf carrier – cash-on-the-
table orders for the new Airbus A380s.

Crystal Clear
Happily for Vertannes, cargo has

been given an early priority by the
airline. At Etihad Crystal Cargo, he
inherits a cargo business already oper-
ating its own fleet of three Airbus
A300-600 freighters. The 44-tonne ca-
pacity equipment serves a regional
collective of flights out of Abu Dhabi
to Addis Ababa, Bangalore, Chennai,
Khartoum, Kolkata, Mumbai and Del-

hi. The airline also operates the
freighters into Europe to Frankfurt
and Milan.

Just where Etihad goes from here
in developing its freighter network is
probably an early priority for its new
cargo boss. The airline was mulling
777-200s or A330s as freighters. But
any plans may be forestalled until a
decision on expanding and develop-
ing cargo facilities at Abu Dhabi air-
port. About 200,000 tonnes of cargo
were handled through the airport last
year, with Etihad Crystal Cargo ac-
counting for about 135,000 tonnes.

Doha’s Round
Fellow Arabian Gulf newbie, Qatar

Airways, also has ambitions which
stretch way beyond the Arabian Gulf.
Its current order book includes a
clutch of A380s, but more notably,
perhaps, no less than 20 777-200s,
plus another 20 options.

But the start-up carrier is another
which seems to fumble around when
it comes to appointing senior execu-
tives and managers, no more so than
with its cargo business, which has seen
a string of managers come and go.

The latest to head to Doha is John
Batten, who, perhaps in a flash of in-
spiration, but otherwise unconven-
tionally, has been recruited from the
express industry. Until his appoint-
ment as head of Qatar Airways Cargo
in early April, Batten was managing
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director global network and air cargo
sales for TNT, where he had worked
for 25 years.

But his most recent role, placing
him in charge of selling all surplus
capacity on the TNT air network,
may well have some relevance to his
new challenge.

Qatar Airways Cargo has at least al-
ready made a decision regarding
long-haul freighter equipment. It is
acquiring two 777-200 long-range
freighters, due for delivery in 2009,
when the Qatari capital of Doha is
due to open a massive new airport.

Qatar Airways Cargo already oper-
ates two A300-600 freighters on re-
gional duties. They will be joined by
a third aircraft of the same marque
in August. Although new cargo
routes are under consideration, the
prime objective of the extra capacity
is to improve lift for the existing
freighter network, serving points
such as Frankfurt, Madrid, Amster-
dam, Nairobi and points in the
Asian sub continent.

Besides, Qatar Airways Cargo will
have enough problems keeping pace
with the development of the airline’s
passenger route network in coming
months. Daily service to Washington
is to start in July, with, ahead of that,
a four-times-weekly service to begin
to New York in late June, the latter by
way of Geneva.

If that sounds like a breakneck
pace, consider what with the carriers
are competing.

Dubai’s Emirates airline, after all
uplifted 1.2 million tonnes of cargo
in the year through March this year,
up by 13.5 percent. The airline has 18
freighters on orders, a mix of 747-8s
and 777-300s. And 10 747-8s have
been optioned just in case the current
order book is not enough to sate Emi-
rates SkyCargo’s appetite.

… Briefly
Cargo traffic for European airlines

edged up 0.8 percent in the first quar-
ter, including a 0.1 percent slip in
March, according to the Associa-
tion of European Airlines. Asia-
Pacific traffic fell 1.8 percent com-
pared from last year. … Cargolux
posted a $82.6 million net profit in
2006, up 6.5 percent from the year
before, but the improvement includ-
ed a gain from the sale of four air-
craft. The operating profit was down
12.1 percent to $263.4 million de-
spite a gain in revenue to $1.5 billion
as expenses jumped 8.8 percent to
$1.4 billion, and a total fuel bill of
$581.5 million after hedging gains. …
AMI, a wholly owned subsidiary of
UK freight wholesaler Menzies Avi-
ation, will acquire Los Angeles-based
consolidator, Universal Air Cargo.
New Zealander Peter Whitfield, chair-
man of UAC, said combining the two
companies, which will be headquar-
tered in London, would provide a
“seamless global service” by consign-
ing freight from wholesaler to whole-
saler. … Beijiing-based freight-for-
warder Link Global Logistics will
buy the Northern Germany cargo air-
port Parchim for an undisclosed
sum. Link intends to invest $27 mil-
lion in the former Soviet air base near
Schwerin, between Berlin and Ham-
burg. … Lufthansa Cargo is the
first IOSA-registered freight airline
worldwide. The IATA Operational
Safety Audit Program was initiated in
2003 to enhance flight safety and has
registered 144 airlines. … OAG Car-
go opened a sales office in Ascot,
England. ... Etihad Crystal Cargo
switched its German freighter services
from Frankfurt Airport to nearby
Frankfurt-Hahn. … Chinese 747
freighter operator Great Wall Air-
lines started four-times-weekly ser-

vice to Manchester, inbound through
Amsterdam and outbound through
Dubai and Shanghai. The airline
named EuroGSA as its cargo general
sales agent for the U.K. Service. …
Silverjet, an all-business class airline
based in the United Kingdom, will
outsource its cargo ULD management
to Unitpool. … India’s Jet
Airways, which flies A330s and
A340s 27 times weekly into London,
named IAM its cargo general sales
agent in Dublin. … Royal Jordan-
ian Cargo named Global Air Car-
go as its general sales agent in
Switzerland, where the airline oper-
ates three times weekly to Geneva
and Zurich. … Britain’s GB Airways
named Air Logistics Group its ex-
clusive cargo general sales agent for
the European regional carrier’s entire
network. … BAE Systems Region-
al Aircraft named Bacau, Romania-
based Aerostar the prime contractor
for the re-launched BAe 146QT
freighter conversion program. …
Aban Air, an Iranian all-cargo air-
line operating an IL-76 freighter be-
tween Dubai and Tehran, named
ANA Aviation its general sales
agent for the United Kingdom and
Ireland. … The new custom-built
warehouse office complex at North-
ern Spain’s Vitoria International
Airport opened for business. …
British Airways is buying four 777-
200s extended-range aircraft, worth
$800 million, to add to its fleet of 43.
… MK Airlines started regularly
scheduled cargo flights to Kara-
gandy International Airport as
part of the development strategy for
the Republic of Kazakhstan. … Futu-
ra International Airways chose
Spain’s Vitoria International Air-
port as a cargo base for traffic be-
tween the Canary Islands and the Eu-
ropean Union. ■
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23rd in the world last year in compet-
itiveness, one spot down from its
standing in the previous two years
and two notches below China.

Korea’s own exports have re-
mained strong this year, climbing an
unexpected 17.8 percent in April.
Shipments to China surged 26 per-
cent, while exports to the U.S. and
Europe went up 18.9 and 10.6 per-
cent, respectively.

However, manufacturing output
slid in March as production of mobile
phones, computers and automobiles
declined, prompting speculation that
producers were scaling down in an-
ticipation of deteriorating exports to
the U.S.

Perhaps more worrying for Korea’s
airlines was last year’s shift of com-
modities such as cell phones from air
to ocean, a trend that has air carriers
across the region anxiously watching
the activity at ocean ports.

Tepid Forecast
Air carriers generally are far from

bullish about the Korea-
U.S. market this year.

Kevin Cummiskey, general manager
of cargo sales and marketing for the
Americas at Asiana, expects this year
to be slow.

Northwest Airlines, which runs
daily passenger and freighter flights
between Tokyo and Seoul, has seen a

Notwithstanding fierce protests from South Korean farm-
ers and somewhat less vocal opposition from U.S. inter-
est groups, the free trade agreement the two govern-
ments signed in April after 11 months of tough haggling

is widely expected to be ratified. For that matter, the Korean gov-
ernment seems committed to liberalizing trade agreements with
most of its major trading partners.

FTA negotiations with the European Union kicked off the day after the sign-
ing of the U.S. accord, and the country’s finance and economy minister ex-
pressed confidence the agreement with the U.S. would provide im-
petus for similar deals with China and other nations.

It’s part of the country’s drive to remain a growing force in trade, regionally
and internationally, even as much of the world’s attention in Asia is focused
on the potential in China.

Responding to opposition to its free-trade plans, the Korean government
stresses the need to wean the economy off its dependence on exports and to
improve Korea’s competitiveness. According to a study published this spring
by the Institute of Industrial Policy Studies, a private think tank, Korea ranked

Trading Korea
Unfettered trade and an influx of new freighters for Korean carriers

do not guarantee a deluge of flights

PACIFIC

By Ian Putzger
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marked decline in Korea-U.S. cargo.
Jim Friedel, president of NWA Cargo,
said the Korea-U.S. market has
dropped 15 percent year-over-year.

Understandably, Northwest has no
ambitions to boost Korea flights at
this point, but capacity is growing.

Korea’s No. 2 carrier, Asiana Air-
lines, took a converted 747-400
freighter in January, which it used to
increase all-cargo flights to New York
to eight per week. Four of these return
to Seoul through Anchorage, while
the other four continue via Brussels.
The carrier is due to take a second
converted 747-400 freighter in August.

“We haven’t decided yet on which
route we’ll put it. We may end the
lease for the -200 from Kalitta. It’s a
challenge to make a profit with a -
200,” Cummiskey said.

Korean Air placed an order for five
777 and five 747-8 freighters at the
end of last year, which are due for de-
livery between 2009 and 2019. It is
also converting eight 747-400s into
cargo configuration. This year the
carrier is adding three 747-400s, of
which the first entered service in Jan-
uary. The planes are earmarked for
Europe and North America.

KAL inaugurated freighter flights
to Moscow and to Brussels (the latter
through Chengdu and Delhi) this
year and inaugurated cargo flights to
Houston in January. The coming air-
craft additions will beef up frequen-
cies on existing routes to Seattle and
Miami, says a KAL spokesperson.

Incheon Invest
But KAL’s growth isn’t exactly

keyed to its Korea base. The carrier’s
main focus is on China, which KAL
President and Chief Executive Jong
Hee Lee officially targeted as its sec-
ond home market.

For this year, KAL projects a 40 per-
cent increase in weekly China flights
and aims to cover 32 Chinese cities
by 2010. Chengdu, added in March,
is KAL’s eighth freighter destination
in China. Its cargo network in China
stands to grow exponentially when
the joint venture with China logistics
operator Sinotrans takes off.

Unlike the joint ventures em-
barked on by Lufthansa and Singa-
pore Airlines, the KAL-Sinotrans un-
dertaking also targets the Chinese do-
mestic market, which will get two
converted A300-600 freighters.

Although Korea-China traffic may
look more promising now than cargo
flows to Europe and North America,
some operators are confident in
Seoul’s long-term gateway potential.

Last October, Schenker opened a
97,000-square-foot facility at Incheon
airport’s free trade zone, which has
been designated by the forwarder as a
regional air freight and logistics hub
for North Asia. DHL Express is spend-
ing $50 million in Korea, with the
lion’s share going to its Incheon set-
up, which is being expanded to
177,600 square feet.

In May, Delta Air Lines was to
launch Atlanta-Seoul passenger
flights, operating five days a week
with 777s. Ben Darnell, managing di-
rector of Delta Cargo, said that be-
sides seeing strong business ties be-
tween Atlanta and Korea he was tar-
geting traffic between Asia and Latin
America.

“It’s very attractive in terms of
yield. Demand is fairly high, and lift
is still fairly limited,” he said.

… Briefly
Freight traffic for Asia-Pacific carri-

ers fell 3.8 percent in March despite a

1.3 uptick in capacity, according to
the Association of Asia-Pacific
Airlines. Traffic grew 0.4 percent in
the first quarter, well behind a 4.3
percent expansion in capacity over
last year. … Don Muang, Bangkok’s
once decommissioned airport, re-
opened for passenger and cargo ser-
vice as a results of ongoing problems
with the new Suvarnabhumi Air-
port. … Finnair will quadruple
flights to India this spring, with four
more flights per week through Delhi
and upgrading aircraft from MD-11s
to A340s, increasing cargo capacity
from 15 to 20 tonnes. … Japan Air-
lines and Nihon Unisys developed
a cargo container weighing system
using integrated circuits to accurately
measure container weight prior to
aircraft loading. The IC system is be-
ing introduced at 13 domestic air-
ports. … Pacific Blue Freight, a
passenger 737-800 operator in the
South Pacific, named New Zealand’s
Jet Express its cargo general sales
agent… GAC Hong Kong signed a
one-year agreement with Lufthansa
Cargo for cargo capacity between
Hong Kong and Europe. … MASKar-
go named M.L.Vesely Transporta-
gentur its cargo general sales agent
in Austria, where the Malaysian carri-
er uses trucking to connect to nine
weekly 747 freighter flights at Ams-
terdam. … Galaxy Airlines expand-
ed its code share agreement with
Japan Airlines with six more night
flights a week to Osaka, Tokyo and
Sapporo, using a A300-600R freighter.
… Korean Air Cargo started
freighter service between Incheon
and Chengdu, and will include
Chengdu-Delhi and Chengdu-Brus-
sels connections. … Forwarder Tar-
get Logistic Services named Syd-
ney-based International Cargo
Express its partner in Australia. ■
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n the shipment of perishables, air cargo has al-

ways been behind the technology curve when

compared to other modes. In road or sea freight,

continuous cool chains, logging of temperatures in

transit, and even the use of modified atmospheres to

preserve produce have long been standard. In air car-

go, by contrast, many shippers still put their fish,

fruit, vegetables or flowers in insulated boxes with a

gel pack, and hope for the best.

The Envirotainer was origi-
nally supposed to change all
that. Created in the mid-1990s
by the Swedish company of
that name, it offered an insu-
lated container with a dry ice
store and a thermostat-operat-
ed battery-powered fan to en-
sure produce was kept at a
constant temperature.

The product was a success.
Today Envirotainer has 3,500
containers in its global leas-
ing pool, and dominates the
market for active cooling
containers.

But 80 percent of the trips
its containers make are for the
transport of pharmaceuticals.
Only 20 percent is for food
products. Martin Peter, vice
president sales, admits this
will probably fall to 10 per-
cent in 2007.

“Our food customers are
important to us, but we don’t
spend a lot of energy on find-
ing new ones,” Peter said.

Food products using Enviro-
tainers tend to be high value
niches – French and Italian
cheese, for example – or sup-

ply chain emergencies. When
bird flu broke out in a British
poultry farm recently, Mc-
Donald's used Envirotainers to
rush in supplies of chicken
nuggets from South America.

For the largest share of
shippers and logistics compa-
nies involved in fruit, veg-
etable, flower or fish ship-
ments, the good old insulated
box still rules.

“In the perishables busi-
ness, people have always
dreamed of a magic box that
you could pack at origin,
send to the airport and just
forget about it, and find that
at the destination it had
maintained temperature and
humidity levels,” said Issa
Baluch, chairman of Dubai-
based logistics group Swift
Freight International.

But no such magic box ex-
ists. It’s not because high-
technology containers don’t
work but because the basic
operations and economics of
air shipping heighten the
problems associated with ded-
icated equipment.

by Peter Conway

Insulation
RULES

Technology for the

shipping of perishables is

improving, but the

insulated box still reigns

supreme in air freight

I
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“Envirotainers are bulky and how
do you return them? For African traf-
fic is mainly one way: four-to-one in
favor of exports,” Baluch said.

“They are very good containers
but no one has money to pay for
them,” says Ricardo Gonzalez,
managing director of VIAS, the
commercial arm of Vitoria Airport
in Spain, which is a gateway for a
lot of fish shipments.

Meaning, insulated boxes still rule
for fish shipments, but technology
and techniques are getting more and
more sophisticated. Gonzalez said
the key is really the way the boxes

are managed throughout the supply
chain, not the air journey itself,
which only lasts a few hours, and
takes place in a hold that is kept at
around 8 degrees Centigrade.

“What does not work is if the fish
is caught, and then left on the wharf
for a day before you put it in the
box,” he said. “But if you cool the
fish as soon as possible after it is
landed, and keep the box in refriger-
ated facilities, it can last for up to 10
days, or 15 days for fillets.”

Baluch said East African shippers
are making big improvements in
the quality of air freighted perish-

ables simply by blast chilling them
before shipment. “Ethiopia, Kenya,
Tanzania and Uganda are all now
using blast chill, because it gives
their product a longer shelf life,”
he said.

New insulation materials are be-
ing developed all the time.

Tony Wright, a former perishables
manager for British Airways who
now runs Exelsius, a consultancy on
temperature controlled supply
chains, points to Polartherm, a new
material developed by a United
Kingdom company Aerotrim. Flexi-
ble and light enough to be used as a
cover or lining for an existing con-
tainer, Polartherm provides a low-
cost solution that can be tailor-made
to shipper requirements. Aerotrim
said its’ material only loses 0.7 de-
grees Centigrade an hour in temper-
atures 20 to 25 degrees above the
product temperature, without any
need for dry ice or gel packs.

Helping drive these improve-
ments is the greater use of tempera-
ture loggers, which can be put into
sample boxes in a shipment and
record temperatures at regular inter-
vals, helping identify where cool
chain failures occur. That, in turn,
focuses shippers minds on the tech-
niques and technologies their trans-
port companies are using.

While loggers are not new – com-
panies such as Sensitech and Elpro
have been making them for years –
advances in electronics have reduced
their weight and cost. Gonzalez said
some are now as small as a credit
card, and increasingly are used by
fish importers to check the quality
of their supply chain.

Wright says the devices help
meet demands from regulatory au-
thorities on food retailers to have a
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full audit trail of the condition of
products during transport. Loggers
are also useful for the consignee
when pursuing claims against trans-
port companies.

Still, the cost of loggers could be
an issue.

Juan Abel Eceverria, director logis-
tics and development for Ecuadorian
flower exporters association, Ex-
poflores, said the $17 to $25 cost of
the devices makes them too expen-
sive for general shipments, but they
can be used for particularly sensitive
exports such as roses and gypsofilia.

“There are a lot of claims for these
products, so investing in this kind of
technology is the less expensive op-
tion,” said Eceverria.

Typically, it’s the importer who
pays for the loggers, and often
arranges for them to be inserted be-
fore the shipment gets to the trans-
port company.

“It is not that there is a reluctance
to trust loggers put in by the trans-
port company, but let us say there is
a comfort factor in using your own
device,” said Wright.

At the other end, the problem is
finding the devices. “We put

them in incognito and then can’t
find them again,” said Christian
Helms, CEO of Germany-based Cool
Chain Group. “About half of our
loggers are lost that way.”

Envirotainer’s latest container, the
RKNe1, also has an integrated logger,
which records ambient temperature,
container temperature, battery level
and door openings. On arrival, data
can be uploaded into computers via
infrared devices and interpreted by
industry-standard software.

The RKNe1 also differs from the
former Envirotainer model in that it
uses an electrical condenser to keep

temperatures constant and has a
heater if the container gets too cold.
Envirotainer has some 100 of the
containers in use and faces competi-
tion from new entrants eying the lu-
crative pharmaceuticals market.

U.K.-based Skycooler, formed last
September, offers containers to car-
riers, forwarders and shippers on
six-month leases, rather than sin-
gle-trip leases, as in the Envirotain-
er model.

Dayton, Ohio-based AcuTemp,
whose containers are marketed by
AmSafe Bridport, offers its products
on leases from a month upwards.

“Airlines are moving away from
the trip-lease model,” said Steven
Boyd, AmSafe director of sales and
marketing. “There are significant is-
sues around that model, and airlines
want to have their own stock.”

Graham Walters, CEO of Skycool-
er, said cost is an issue. “It is expen-
sive to maintain a pool leasing sys-
tem. We decided to go for a low cost
model, and pass on those costs to
the customer,” he said.

Both companies claim their con-
tainers are more rugged and better
insulated, with AcuTemp saying its
Thermocor technology improves in-
sulation three-fold at no extra
weight. Both offer full logging capa-
bilities, with Skycooler using SD
cards to upload the data to cus-
tomer computers.

These new entrants are just start-
ing out, and will have to go a long
way to match Envirotainer’s grip on
the market. But the incumbent does
have one problem. Its’ dry ice and
battery containers do not have built-
in logging capabilities.

“It would just be too big an in-
vestment to change them all over,”
said Envirotainer’s Peter.

He believes there is still a big mar-

ket for the dry ice model, which of-
fers lower costs than containers with
active heating and cooling systems.

“Pharmaceutical companies tend
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to want active heating and cooling
in the early days, when they are do-
ing clinical trials or do not know
how sensitive their products might
be,” said Peter. “A few are also afraid
dry ice will damage their packaging,
though in fact it has no contact with
the contents of the container.

“But once the product is estab-
lished, the dry ice container is often
a perfectly good solution. 95 percent
of the time, you only need cooling,
not heating,” he said.

A few years ago Envirotainer
patented another technology

that could have significant applica-
tions for the shipment of pharma-
ceuticals and perishables, a device
that could transmit real time infor-
mation about container tempera-
tures via satellite, yet switch off for
safety reasons when it entered an
aircraft.

But Envirotainer realized the
technology was useless without a
massive communications infrastruc-
ture and licensed it for develop-
ment to other companies. Several,
including DHL, are said to be con-
sidering it for non-perishable uses.

Similar products are already avail-
able for ship and truck shipments.
Satamatics recently announced it

was providing a service to refrigera-
tion supplier Carrier Transicold to
monitor temperature, position and

other data by satellite. But Wright
questions how useful the technology
is for air cargo.
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S
witzerland isn’t known as a big force on world markets for
perishables exports, but the country’s role in the healthcare
field is changing that.

Envirotainer recently struck a deal with Planzer to provide
an additional handling station in Pratteln, a Swiss community
near Basel that is turning into something of a center for the
pharmaceutical industry in Europe.

Pharmaceutical giant Rohner has a new multi-purpose fac-
tory in the area that is aimed at manufacturing advanced medicines
and providing outsourced manufacturing for other drug-makers.

Such projects have made the Northern Switzerland city a magnet

for pharmaceutical companies, and those who provide services, in-
cluding handlers and logistics providers such as Planzer.

Envirotainer’s agreement with Planzer for use of its temperature-
controlled air cargo containers brings to three the number of loca-
tions in Switzerland handling Envirotainer containers.

“This service network expansion in a key market ensures we have
the right infrastructure in place to cope with the continuous increase
in demand,” said Patrick Tobler, a vice president at Envirotainer.

In Planzer, Envirotainer has lined up with a company that has
more than 1,400 trucks, 41 stations and 2,500 employees. Planzer has
invested more than $1.2 million in its new station in Pratteln near
Basel. Planzer offers combined air cargo services for cool storage and
ambient storage along with cargo handling and cooled road feeder
services to major European airports.

Envirotainer has some 3,500 of its temperature-controlled contain-
ers in circulation. ■

Chilly Venture
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“If the satellite data showed there
was a problem with a shipment,
what would they be able to do about
it?” he said. “At Envirotainer we
found that it was not top of cus-
tomers’ lists of priorities.”

Yet being able to do something
about shipments in transit is exact-
ly what one U.S. company offers to
shippers of fish – mainly restaurants
and wholesalers. Brandford, Conn.-
based PeriShip works with FedEx to
get data about customers’ ship-
ments of fish and seafood sent
through the integrator’s U.S. do-
mestic system.

Using that data, and information
about weather and flight delays, Per-
iShip ensures shipments do not miss

connections, or if they do, another
solution is quickly found.

“We have access to support
groups in each of the main FedEx
locations who can expedite a pack-
age, and get it out on the next
flight,” said Luciano Morra, Peri-
Ship’s president, chief executive
and co-founder.

“Customers don’t want to wade
through tracking data from FedEx;
they just want to know if there is a
problem,” said Morra. “And if
there is a problem, they want to
know that something is being done
about it. FedEx does a great job
even without PeriShip, but food
products need a level of attention
that is not possible for FedEx to

give when it is moving millions of
boxes a day.”

This techi-focused approach en-
abled PeriShip to notch $4.5 million
in revenue in 2006. That was aided,
Morra says, by “revenue steams from
our relationship with FedEx” and
not from charging the customer a
premium. PeriShip projects growth
of 70 percent in 2007.

PeriShip also advises clients on
packaging products appropriately
to handle the rigors of the FedEx
system.

“We were at the Boston Seafood
Show in March, and we had a lot of
interest. There is still a lot of mar-
ket out there for us to cover,” said
Morra. ■

June 2007 25AirCargoWorld

Feature Focus:
Perishables

20F1-PerishablesINT  5/24/07  1:23 PM  Page 25

http://WWW.MLE.IT
mailto:COMMERCIALE@MLE.IT


June 200726 AirCargoWorld

Region Focus:
Trans-Pacific

Asia’s cargo markets still

show promise, but air

carriers looking for

growth are finding it

only down at the docks

Capacity for
Optimism?

Capacity for
Optimism?

by Ian Putzger

26F2-AsiaINT  5/24/07  1:23 PM  Page 26



June 2007 27AirCargoWorld

These days a telescope may well be an airline manager’s favorite tool to view

the Pacific market. A closer perspective is far from pleasant. The traditional

mini-peak associated with Chinese New Year was almost non-existent this year. Last

year’s peak season did materialize, after all, but two months later and much shorter

than had been anticipated.

It seems the Asian Tigers are really only kittens these days and the carriers that

once scrambled over each other to push freighters into Shanghai are quietly putting

planes into other markets, one or two at a time.
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Just look at the business from
Japan to Hong Kong – once a source
of strength connecting two of the
Pacific Rim’s strongest air cargo mar-
kets, the lane is lagging.

“Japan has been really slow. It’s
down’ about 7 percent year on
year,” said Jim Friedel, president of
Northwest Airlines Cargo.

“Korea to the U.S. has been slow.
It’s down 15 percent year on year,”
he said.

Northwest’s daily freighters to
Taipei are still doing okay, he said.
“True, a lot of business has moved to
China, but Taiwan is a robust and
growing economy. It’s not the roar-
ing market that it was during the
dot-com years,” said Friedel.

However, Taiwan’s exports grew a
slower-than-projected 5.5 percent
in April, as U.S.-bound shipments
fell for the second consecutive
month. They declined 6.7 percent
in April, following a 6.1 percent de-
crease the previous month. In part,
this is due to a growing focus on in-
tra-Asian trade, but both the Inter-
national Monetary Fund and the
World Bank recently predicted a
slowdown in Taiwan’s exports, dri-
ven by weaker U.S. sales.

Even Hong Kong, whose fortunes

are buoyed by the torrent of Chinese
exports produced in the Pearl River
Delta’s manufacturing zone, saw a
slowdown in the first quarter after
2006 had produced a record 3.58
million tonnes of throughput at the
airport, up 5.2 percent from the pre-
vious year. In the first two months
of 2007, Cathay Pacific recorded a
0.7 percent decline in tonnage,
while the airport’s overall total went
up a modest 1.5 percent.

Hong Kong Air Cargo Terminals,
the dominant handler at Chek Lap
Kok, saw a decline in both import
and export volume in April, and
posted a modest 0.3 percent increase
in total throughput for the first four
months of the year. Last year,
HACTL enjoyed a 5.3 percent rise in
volume to 2.56 million tonnes.

Ron Mathison, general manager
and director of cargo at Cathay,

attributes the sluggish market to a
combination of softening demand, a
glut in capacity and the one thing
carrier executives have long dis-
missed but increasingly concede is
happening: the migration of freight
from air to ocean as a result of high
air freight costs.

Aircraft with plenty of space, it
appears, are flying over bustling
ocean container terminals.

“China is not what it used to be.
There’s too much capacity out
there,” said Claude Morin, president
of Air Canada Cargo.

Over the past year, several players
have either entered the market or
boosted their cargo flights across
the Pacific.

The latest entrant is Jade Air Car-
go, the Shenzhen-based joint ven-
ture in which Lufthansa Cargo
holds a 25 percent stake. Having
launched and subsequently expand-
ed flights to Europe since its start
last summer, Jade is poised to
mount 747-400 extended-range
freighter flights to Houston through
Vancouver in June.

Jade initially will fly twice a week
and probably move up to three week-
ly frequencies once it obtains perma-
nent traffic rights for the service, said
Reto Hunziker, executive vice presi-
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dent of sales and marketing.
“The Pacific market is not good at

the moment,” he said, “but Asia to
Europe is not good either.”

In fact, European carriers have
shifted freighter capacity away from
Asia because of a glut on the Asia-

Europe sector. For now, Europe fig-
ures more prominently as an alter-
native for Asian carriers to bring
their freighters back to base from the
United States to the dire prospect of
poor loads and low yields on the
westbound sector across the Pacific.

Once it has full traffic rights, Jade
may route some Houston flights
over Europe back to Shenzhen,
Hunziker said. Asiana, which
stepped up New York flights this
year following the arrival of a con-
verted 747-400 freighter, now routes
half of its New York freighters over
Brussels back to Seoul.

Besides Chinese carriers such as
Jade, Shanghai Airlines and Yangtze
River Express, other Asian carriers
are also stepping up their U.S.-
bound flights.

Texas has been a major magnet
over the past 18 months. Besides Jade,
Houston has attracted new freighter
flights by Korean and China Airlines,
and Dallas/Fort Worth welcomed

Region Focus:
Trans-Pacific
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new all-cargo services by Cathay and Air China, while
China Cargo Airlines and Singapore Airlines stepped up
their frequencies to the airport.

Predictably, the rise in capacity is not helping airlines’
bottom lines.

A year ago, United Airlines was looking to supple-
ment its own capacity with main deck space on other
carriers through interline agreements, but that scheme
has slid to the backburner. “The way the market is
now it makes no sense for us to link up with a
freighter operator. We better concentrate on our own
capacity,” said Neel Shah, vice president of cargo sales
and marketing.

The recent flurry of orders for new or converted 747
freighters from Asian carriers more capacity is poised to
join the glut.

Korean Air alone is adding three 747-400 freighters
to its line-up this year, while Cathay stands to receive
two converted 747-400s this summer. They will be used
to increase frequencies to New York, Dallas/Fort Worth
and Atlanta, Mathison said.

But some carriers have scaled back their freighter ac-
tivities on the Pacific.

Air Canada took out one MD-11 freighter to curb its
Shanghai-Toronto flights from five to three per week
last November, and Northwest took two 747-200
freighters out of service the following month. “You
also have (Japan Airlines) and (Nippon Cargo Airlines)
reducing or at least maintaining capacity as they phase
out their –200s, and Air France is accelerating their re-
tirement,” said Friedel.

Friedel does not subscribe to the expectation of fur-
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ther capacity increases. “My crystal
ball does not tell me anything yet.
This is a cloudy year regarding ca-
pacity,” he said.

The way capacity and demand
have shaped up over the past

months, Friedel would not be sur-
prised if forwarders were to con-
clude that they do not have to line

up charter capacity for the coming
peak season.

Likewise, charter operators may
decide the Asian arena will not be as
lucrative for them as in the past and
deploy at least some of their aircraft
elsewhere. “Charters can be the wild
card,” he said.

Korean Air executives are not
holding their breath in anticipa-
tion of the coming peak season.
Recent years have established a
pattern of flat and short peaks in
many product categories, and this

should continue, a spokesperson
for the carrier said.

No airline seems to expect a surge
in demand in the immediate future.
The question for the carriers is how
long the adverse market conditions
are likely to prevail. Mathison, for
one, is optimistic.

“Long term, we are still confident
about the growth prospects in this

part of the world,” he said.
Tom Crabtree, regional

director of marketing for
cargo at Boeing, is confident
of the long-term outlook.
“The orders for freighters
bear out that our customers
don’t think that there’s go-
ing to be a sustained slow-

down in cargo,” he said.
Korean Air’s order for five 747-8

and five 777 freighters at the end
of last year, on top of a large 747-
400 conversion program, suggests
the world’s largest international
cargo carrier remains bullish about
the market.

NCA, which upped its order for
747-8 freighters from eight to 14,
also appears confident the market
can generate sufficient freight to fill
its 140-tonne planes. Going for a
777 freighter instead of the 747-8
was not an option, not only because
of fleet commonality with the carri-
er’s 747-400Fs.

“Most markets in the Pacific can
support a full freighter,” said Shawn
McWhorter, executive vice president
of NCA Americas.

But Air Canada has turned away
from plans to field its own freighters
across the Pacific in the near future.
The airline recently increased its or-
der for passenger 787s and simulta-
neously dropped the final two 777s
due for delivery in 2009.

Originally they were supposed to

be cargo aircraft. But the airline fig-
ures there are enough of those al-
ready in play. ■
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Jens Tubbesing is eager to stress that he continues in the path
charted by his predecessor, Tony Calabrese, who retired last year after
two decades at the helm of Cargo Network Services.

Calabrese was a quiet, behind-the-scenes presence run-
ning an operation that is at the center of the air shipping
industry. An operating arm of the International Air
Transport Association, CNS has a direct role in the indus-
try through its business as a payment clearninghouse but
has left it to others to be more vocal for industry reforms.

Yet this year’s annual CNS
conference saw the new presi-
dent tell attendees it was time
for the air cargo industry to
change. What’s more,
Tubbesing said, CNS would
assume a leading role in cer-
tain initiatives designed to
bring about that change.

“I don’t think leadership
comes through raising your
hand and saying ‘I’m the
leader,’” Tubbesing said in an interview at the latest CNS
meeting last month. “ It comes through your actions and
how you display them.”

Further evidence of the more assertive CNS came
during the conference in the form of workshops on

core IATA/CNS initiatives – e-Freight, Cargo 2000
and the CASS payment system – which left no

doubt the Tubbesing-led group seeks not only a
dialogue but some tangible results.

Tubbesing attributes his bid for a more
dynamic role for CNS to circumstance
rather than larger ambitions to leave a

mark in the business. With trade and
technology taking transport into a

new era, he says, the time is right
for change.

“I think the industry needs to

be pushed in new directions,” he said.
This includes IATA initiatives, which he summarized as

efforts to simplify the business, improve productivity and
reduce waste.

“This is a significant change from the historical, more
narrow work of CNS,” he said, adding that the transfor-

mation would have been un-
thinkable without IATA’s
new focus on cargo.

For years, CNS in the Unit-
ed States has operated mainly
on its own, an outpost of
IATA but one with little sup-
port or guidance from a par-
ent organization based in
Montreal. “Cargo was not in
the AGM [of IATA], it didn’t

come up in board meetings,” Tubbesing said.
But Calabrese’s legacy has been an industry meeting,

the annual Partnership Conference, that has become the
leading gathering for airlines and forwarders in North
America and giving CNS an important pulpit it can use
to focus on the pressing issues of the day.

Although IATA priorities such as e-freight rank high on
his agenda, Tubbesing’s main focus remains on the more
traditional CNS priority – the expansion of the Cargo Ac-
count Settlement System, which CNS manages in the
United States.

“We want to remain the custodian of financial settle-
ment,” Tubbesing said.

In addition to the existing CASS accounting system for
international cargo, CNS plans to establish a domestic
CASS and is considering a similar payment system for air
freight trucking. CNS recently started a dialogue with air

June 2007 33AirCargoWorld

As parent IATA drives a
number of industry

initiatives, CNS chief
Jens Tubbesing is

stepping on the gas pedal

32F3-LeadersINT  5/24/07  1:11 PM  Page 33



cargo trucking firms about such a
mechanism in the fast-growing line
of business.

In April, IATA embraced Cargo
2000 as the central platform for
quality standards and measurement
in all its cargo-related initiatives.
IATA had aligned the quality interest
group with its e-freight drive
months earlier.

CNS has also taken Cargo 2000
under its wings and is now ac-
tively exploring possible joint
activities, beginning with
joint back office functions.

“This cooperation will help
us to bring Cargo 2000 to the
U.S. market and further
strengthen Cargo 2000’s con-
nection with IATA. CNS is becoming
an active player in the ‘Global Cargo
Agenda’ and has already set support
for the Cargo 2000 quality mission
as a key part of its strategy,”
Tubbesing said.

IATA’s e-freight plan is another
priority for CNS. The organization
will take the lead in the U.S., but
collaborate with others. “I hope we
will become the execution arm of
the e-freight initiative,” said
Tubbesing.

He also sees an important role for
CNS in the ongoing debate about air
cargo security regulations. Interna-
tonal airlines and forwarders have
been largely on the sidelines as
American regulators and lawmakers
have enacted restrictions in the
world’s largest air cargo market.

CNS’s focus would be less on lob-
bying and more on developing vi-
able security plans, Tubbesing says.

Tubbesing has a background the
blends well with the sometimes
mixed mission that CNS takes on.
The group takes the lead in some ar-

eas, particularly technical and execu-
tion-level operations that span com-
panies, but moves to the back-
ground in many areas.

Prior to joining the IATA sub-
sidiary, Tubbesing worked in a vari-
ety of positions at several for-
warders, Schenker, EGL and ABX
Logistics. He was most recently pres-
ident and chief executive of ABX
Logistics USA.

His seminar in “strategy-oriented
leadership behavior” has received
widespread appeal, as has his dan-
gerous goods course, which some
suggest could come in handy in the
minefield of relations between air-
lines and forwarders.

Those relations are changing as
consolidation and the rapid growth of
global trade push new business mo-
dels and new demands from shippers.

“I don’t think leadership comes
through raising your hand and say-
ing ‘I’m the leader,’” said Tubbesing.
“It comes through your actions and
how you display them.

“Guenter Rohrmann wasn’t a
leader because he was the CEO of
AEI, but because of what he did for
the industry over the years. True
leaders are the ‘servant leaders’ who
work for things, who make things
better,” he said.

“Leadership extends from cham-
pioning improvements all the way
to implementation; it has to pro-
duce tangible results, he added.
“The most important thing is if I
say we do something and we don’t,

we look like idiots.”
That means CNS is not likely to

take up the banner of a host of causes
but will concentrate on a select num-
ber of issues. Having Tubbesing at the
helm reflects an understanding of the
role of CNS as an agent of developing
solutions rather than leading the in-
dustry with blazing banners.

“I see us more as an enabler for
companies to be successful,”

Tubbesing said, citing the quali-
ty drive and Cargo 2000 as ex-
amples. He praises the moves to
bring more air freight business-
es, including ground handlers,
into Cargo 2000.

This approach tallies with
Tubbesing’s emphasis of coop-

eration to advance causes to benefit
the industry. “We need to move for-
ward, but this does not necessarily
come from one individual or one
group,” he said.

Harnessing support can be diffi-
cult. The ongoing investigation into
allegations of price fixing has made
airline executives extremely wary of
joint initiatives.

“Every IATA meeting opens with
remarks from lawyers on which top-
ics may be discussed,” Tubbesing
said, adding, “People are reluctant to
travel to the U.S.”

Moreover, he said, in this era of
shareholder rights, it is rare to find
the charismatic company leader who
embraces a worthwhile industry ini-
tiative beyond the interests of a sin-
gle company. That said, Tubbesing
does not believe industry leaders
have been driven to extinction.

“You always get the naysayers
who don’t want to change but have
nothing to offer,” he said.

“Being a corporate guy tends to
take over, but there are still leaders
in this industry.” ■
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Feature Focus:
Leaders

“I don’t think leadership
comes through raising
your hand and saying
‘I’m the leader.’”
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A bu Dhabi Airports Co. was established in March 

2006 to spearhead an ambitious drive to build up 

ultra-modern aviation facilities for the Emirate of 

Abu Dhabi. As part of that initiative, a large-scale program 

is already under way to transform Abu Dhabi and Al Ain 

aspires to achieve ultimate annual growth of more than 40 

million passengers and 2.5 million tons of cargo.

Development of air-cargo facilities is a major component 

includes two cargo terminals — E1 and E2 — for Etihad 

Airlines. Each will have a capacity of 1 million tons per year, 

in addition to a third cargo terminal dedicated for other 

airlines operating at Abu Dhabi International Airport, with 

should be completed in 2010. With an opening capacity 

of 750,000 tons, the terminal is upgradeable to 1 million 

cargo terminal is scheduled to commence operations in 

2022 with opening capacity of 250,000 tons.

Aiming for the ultimate in electronic paper flows and 

to provide the best service for cargo carriers and freight 

forwarders, the new facilities will feature technologically 

advanced robotic cargo sorting and storage systems. 

In addition, 963 acres of land have been dedicated 

for construction of a free zone at Abu Dhabi International 

Airport. Occupying more than 7 million square meters, 

the free zone will feature four main areas: light industries, 

warehouses, offices and hotels-residential-retail. Taking 

advantage of the airport’s strategic geographical position 

on the crossroads between the East and West, the free 

zone will help the airport evolve into a thriving cargo and 

business hub.

ADAC is also actively bringing new cargo traffic 

to Abu Dhabi’s second airport of Al Ain. Recently, the 

Emirates Corporation for Commercial Postal Services 

(Empost), a United Arab Emirates courier company, chose 

the airport as the main hub for its international air-cargo 

business, extending to the Indian subcontinent, Middle 

East and Europe. 

investing $6.8 billion in new cargo 

facilities, handling 2.5 million tons of 

freight annually.

two cargo terminals, E1 and E2, 

specifically for Etihad Airlines, each 

with a capacity of 1 million tons per year. 

A third 500,000-ton cargo terminal will 

be dedicated to other operating airlines 

E1 should be completed in 2010 with 

an opening capacity of 750,000 tons, 

upgradeable to 1 million tons annually 

terminal should commence operations 

in 2022, with opening capacity of 

250,000 tons. 

technologically advanced robotic cargo 

sorting and storage systems and will be set 

up to manage electronic paper flows. 

benefit Etihad alone. Several cargo 

carriers are operating from ADAC. 

Freighter operators include Air France, 

Cargolux, China Airlines, Maximus 

and Midex. Belly cargo carriers include 

Lufthansa, Gulf Air, British Airways, 

Singapore Airlines, Saudi Arabian 

Airlines and Qatar Airways.

ADAC has begun a massive 

infrastructure development with powerful 

long-term growth in demand already 

under way. It is centrally located with 

excellent access to the major United Arab 

Emirates’ markets of Abu Dhabi, Al Ain 

drive to the commercial areas of Dubai 

and provides close access to the southern 

seaports of the United Arab Emirates.

Cargo at ADAC is strongest on the 

subcontinent routes, followed by Europe. 

global cargo and passenger airlines 

because of its globally strategic location. 

ADAC is also actively bringing new 

Abu Dhabi Airports spearheads ambitious facilities expansion
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Airlines

Etihad Airways: The
United Arab Emirates air-
line named Des Ver-
tannes executive vice
president of cargo. A 37-
year industry veteran,
Vertannes recently left
his post as cargo director

at Gulf Air as that carrier began a re-
structuring. Before that Vertannes was
chief executive of U.K.-based Air Men-
zies International and managing di-
rector of Menzies Cargo World. He
started with British Airways in 1970
and was at Air Canada in the 1990s.

Northwest Airlines: NWA Car-
go made three key leadership
changes. Tim Strauss, an opera-
tions veteran, is the new vice presi-
dent of Asia and Europe. Steve
Friedrichs is the new vice president
for North America. Marie Epstein
will continue as director for strategic
customers, but will now report direct-
ly to NWA Cargo President Jim
Friedel and have expanded responsi-
bility for strategic customers in Asia.

Cargo B: The new Brussels-based
freighter airline named Gerard ter
Bruggen cargo director at its head-
quarters, where he will manage the
airline’s worldwide commercial activ-
ities. He has worked for Martinair
and was regional manager in Europe
for Dragonair.

Gulf Air: The Bahrain-based air-
line named Swiss national Björn
Näf chief operating officer, reporting
to Gulf Air President and Chief Exec-
utive André Dosé. Naf, 42, had been
CEO of Transafrik International of
Kenya, where he ran the internation-
al cargo relief flights for the United
Nations. In 2003, Näf also was ap-
pointed CEO of Swiss Express, the re-
gional arm of Swiss International Air

Lines, and was at regional carrier
Crossair in the 1990s.

ABX Air: The sub-
service carrier for DHL
named Gary Stover
vice president of Air
Park Services at its
Wilmington, Ohio fa-
cilities, replacing
Rusty Smethwick,
who is retiring after

26 with the freight airline, the last 17
as head of the facilities management
operation. Stover came to the last year
as director of organizational develop-
ment from Wal-Mart.

Empire Airlines:
The Idaho-based avia-
tion services compa-
ny named Scott
Marikis to the new
position of chief fi-
nancial and adminis-
trative officer. Marikis
has 20 years experi-

ence in financial management.

Integrators

DHL: The express
carrier named Tom
Murphy senior vice
president of aviation
for the Asia-Pacific re-
gion, succeeding Ross
Allen, who is retiring.
DHL also named
Christina Koh se-
nior vice president
for global corporate
communications and
sustainability for
DHL Express at the
headquarters in
Bonn, Germany. She
joined DHL in 2002
in Singapore, where

she created the DHL’s first regional

corporate communications division
in the Asia-Pacific region. Murphy,
who will be based in Singapore, has
more than 30 years’ airline experi-
ence in passenger and express busi-
ness, including management posi-
tions at Trans World Airlines.

Third Parties

Bibby Distribution: The British
logistics operator named Iain Speak
chief executive, effective July 1, re-
placing Thoe de Pencier, who be-
comes the 4th CEO of the Freight
Transport Association. Speak has
been with Bibby since 1997, most re-
cently as chief operating officer, after
18 years with TNT Logistics.

Agility: The
Kuwait-based for-
warder, named Essa
Al-Saleh president
and chief executive
officer of its core
global integrated lo-
gistics division. Al-
Saleh, a U.S. national

who has been with Agility since
1998, had been managing director of
corporate development. Agility also
named Mike Bible CEO for the
Americas, based in Santa Ana, Calif.
Bible has been acting CEO in addi-
tion to his role as chief financial offi-
cer. He joined the company in 2001
and earkier was vice president of ac-
counting and operations at El
Camino Resources, a technology
hardware company.

Lynden International: The for-
warder named Brian Ruese and
Phil Maxson operations directors.
Ruese has been with Lynden for sev-
en years, most recently as air freight
security coordinator. Maxson will be
director of operations and training.

GAC Group: The Dubai-based lo-
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gistics provider named Es-
ther Oon group corpo-
rate communications di-
rector, based in Singapore.
She joined GAC in 2002
as communications man-
ager for logistics services
and was named group
corporate communica-

tions manager a year later. She started
her career with the Maritime and Port
Authority of Singapore and later
worked at the communications con-
sultancy Hill & Knowlton.

Novo Express: The
forwarder named Bob
Erion to head its new
office at Sea-Tac Interna-
tional Airport. Erion is a
35-year industry veteran,
starting with Flying Tiger
Line in 1972. Erion, a
specialist in project car-

go, has been a member of the World
Cargo Alliance for 10 years.

Sterling Transportation: The
Los Angeles-based air freight trucking
provider named Jose M. Ruiz region-
al sales manager for the Western U.S.
The 15-year industry veteran has held
positions with TACA Group, Varig Lo-
gistics, and Mercury Air Cargo.

Consolidators International:
The Los Angeles-based air freight
consolidator appointed Greg
Melissino president for the Eastern
U.S. Region, based in New York. He
had been gateway manager at GeoL-
ogistics, now known as Agility. Con-
solidators also named Ana Perez
operations manager at its New York
Kennedy facility. Also, the company
named Ricky Colty, a 20-year
freight veteran who has specialized
in entertainment tours, operations
manager at its Atlanta facility. And
ACI named Mehri Askari, a 25-year
industry veteran, chief accountant.

Manufacturers

Boeing: The man-
ufacturer named
Randy Tinseth
vice president of
marketing for Boeing
Commercial Air-
planes, succeeding
Randy Baseler,
who retired. Tinseth

had led marketing for the 747-8 pro-
gram and was director of product
and service marketing. He joined
Boeing in 1981 and is a former North
America sales director.

IAI International: The Ameri-
can subsidiary of Israel Aerospace In-
dustries named Jack Gaber vice
president of business development
for commercial programs. Gaber has
been with IAI since 1978 and held se-
nior positions in IAI’s Bedek Aviation
Group, most recently as head of mar-
keting and business development in
the United States. ■
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June 12-15

Munich: Air Cargo Europe,
within the transport logistic Interna-
tional Trade Fair for Logistics orga-
nized by Messe Muenchen. For infor-
mation, call  +49 89 949 20270 or vis-
it: www.messe-muenchen.de.

June 13-14

Tianjin, China: CSCMP China
2007, the Council of Supply Chain
Management Professionals brings its
focus on shippers, logistics and educa-
tion to China. For information, call
(630) 574-0985 or visit: www.cscmp.org.

June 25-27

Atlanta: Fifth annual 3PL
Summit at the InterContinental
Buckhead, the eyefortransport event
features leading logistics providers
and shippers, alongside the Outsourc-
ing Logistics summit. For informa-
tion, call +44 207 375 7231 or visit:
www.eyefortransport.com.

June 27-28

Amsterdam: TranSec World
Expo and Conference, at the
Mahler4 complex in Amsterdam Zuid,
the fifth annual edition of the event
starts with a full day on aviation, in-
cluding cargo screening, and then a
day on maritime and supply chain se-
curity. For information, call +44 7789
072 699 or visit: www.transec.com.

Sept. 3-6

Hong Kong: Air Freight Asia
2007, the annual conference and
exhibition takes place alongside
Asian Aerospace. For information,
visit: www.airfreightasia.com.

Sept. 5-6

San Francisco: Aircraft Fi-
nance and Fleet Development
for the Americas, by the Aviation
Industry Group, looking at fleet and
network planning as well as financ-
ing and leasing planes. For informa-
tion, call +44 20 7828 4276, or visit:
www.aviationindustrygroup.com.

Sept. 18-20

Warsaw: Cargo in Emerging
Markets – Eastern Europe, the
IATA conference is the third in a se-
ries of events that includes looks at
challenges and opportunities outside
the main trade lanes. For information,
visit: www.iata.org/events/calendar

Sept. 18-19

London: Aircraft Value and
Investment Conference, at the
Holiday Inn Kensington Forum, by
Aviation Industry Group and BACK
Aviation Solutions, looking at market
trends for new planes and those out
of production. For information, call
+44 20 7828 4276, or visit: www.avia-
tionindustrygroup.com.

Sept. 23-25

Stockholm: World Route De-
velopment Forum, featuring the
new “Routes Cargo Zone,” the 13th

edition of the popular event bring-
ing together airlines, airports and
service strategies. For information,
call +44 162 550 2545 or visit:
www.routesonline.com.

Sept. 30-Oct 3

Kansas City, Mo.: Airports
Council International-North
America Conference and Exhibi-
tion, at the convention center, in-
cluding an airport forum with the
Department of Homeland Security.
For information, call (202-203-8500
or visit: www.aci-na.org.

Oct. 9-12

Munich: inter airport Europe
2007, looking at how to handle the
ramp-up in airport operations. For in-
formation, call +44 (0) 172 781 4400
or visit: www.mackbrooks.co.uk.

Oct. 21-24

Philadelphia: CSCMP 2007, at
the Pennsylvania Convention Center,
the annual meeting of the Council of
Supply Chain Management Profession-
als, the logistics world’s largest gather-
ing of shippers includes a keynote by
former H-P chief Carly Fiorina. For in-
formation, call (630) 574-0985 or visit:
www.cscmp.org.

Oct. 18-22

Dubai: FIATA World Congress,
at the Grand Hyatt, the annual meet-
ing of the worldwide freight forwarder
association. For information, call  +41
43 211 65 00 or visit: www.fiata.org.

Oct. 29-31

Miami: Air Cargo Americas, at
the Sheraton Center, the ninth edi-
tion of the bi-annual definitive
event looking at air trade to, from
and within Latin America. For infor-
mation, call (305) 871-7904 or visit:
www.aircargoamericas.com. ■
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For more events, visit:
www.aircargoworld.
com/dept/events.htm
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The U.S. Government Accountability Office, in
its recent assessment of federal efforts to se-
cure U.S.-bound international air cargo, said

there is still room for improvement, even though
initiatives are in their early stages. The report ex-
amines what actions the Department of Homeland
Security has taken to secure inbound cargo and to
what extent DHS has worked with foreign govern-
ments to enhance their air cargo security efforts.

Members of Congress and even a few industry players
see the GAO study as the latest driver toward a systematic
process to physically screen, inspect or scan all inbound
cargo on passenger aircraft.

Everyone should understand there are more than a sim-
ple security questions at stake here, as setting security pol-
icy in foreign airports for inbound air cargo is an exercise
in diplomacy. As the industry saw with negotiations for
the new European Union/U.S. open skies agreement, in-
ternational aviation diplomacy is not a speedy process
and these efforts may fall short of American expectations.

Unlike the familiar critics of the Transportation Security
Administration, the GAO report does not suggest the sky
is falling.

The report notes TSA has taken significant steps to col-
laborate with foreign governments and the industry to
identify best practices to secure shipments coming into
the United States. TSA is hiring 10 international cargo in-
spectors at four field offices.

The actions deserve praise, but they also raise new
questions.

What happens when countries fail to meet TSA compli-
ance measures? Will air trade to the United States cease or
is the agency prepared to negotiate security pacts provid-
ing varying types of guards? Is cargo security harmoniza-
tion truly possible between the United States and its trad-
ing partners? Recent trade deals show how complex these
agreements can be in the increasingly integrated and in-
terdependent global economy.

The success of any security plan depends on open com-
munication with other countries, and between govern-
ment agencies. GAO recommends a systematic process for
sharing information between the TSA and Customs and

Border Protection.
But the first meeting on these issues did not occur until

this January. There now are monthly meetings to share
best practices and collaborate on initiatives. But this part-
nership is in its infancy and will have growing pains.

The report emphasizes inbound air cargo vulnerability
but TSA has not yet completed its own assessment of air
cargo weaknesses in domestic air cargo. While a TSA as-
sessment project is underway at three U.S. airports, an ag-
gressive international emphasis may be placing the cart
before the horse. The report indicates other countries
have significant cargo security standards, noting some air
operators are securing shipments and facilities beyond
American requirements outside the United States.

Stringent security procedures in other countries might
hurt air cargo or the economic supply chain.

Some nations require all cargo bound for the United
States to be physically inspected, with pallets broken down
and shipments X-rayed, or require a 24-hour holding peri-
od. This leaves shipments vulnerable to damage and theft.

In an era where maritime shipping is cost-competitive,
and increasing in speed of delivery, and international air
freight is booming, altering the market would be poten-
tially disastrous for air forwarders.

The TSA should continue exploring ways to increase
the multiple layers in the risk-based approach to car-

go security.
The GAO points to the effectiveness of certified shipper

programs in other countries. Such initiatives reach into
the supply chain by securing cargo at the beginning of its
journey, instead at the door of the plane where options
are limited.

The TSA mentions its extensive consultations with
United Kingdom and Ireland to better understand such
initiatives. These contacts should expand to Canada, the
European Union and Asian countries.

The report describes a young air cargo security program
with work to be done. The TSA must meet with other
countries and industry stakeholders to discuss ongoing
and emerging security initiatives.

A completely secure international air cargo system takes
time and patience. ■

ForumForwarders
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