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A note from the editor

The great thing about commissioning a 
dozen people, each with slightly different 
perspectives on the market, to write 
about their expectations for the year is 
that a whole variety of different topics 
are raised. Highlights for me within our 
Outlook 2019 report, starting on page 
40, include observations about the 
greater focus on ‘challenger’ hubs and 
the logistics networks developing around 
them, and how the focus on specialist 
products has reached a tipping point 
that is providing a payback now for the 
investments needed to handle these 
more-demanding verticals – and the 
knock-on benefits of this. 

Also of interest are the common themes, 
including much discussion about the 
rising importance those specialist sectors, 
of e-commerce traffic, and the potential 
for technology to help transform the 
traditional cargo business into the elusive 
‘virtual integrator’. Discussed by Unilode 
in the context of new ULD tracking 
capabilities, this was developed further 
by industry veteran Stan Wraight in an 
‘Opinion’ article (page 59), in which he laid 
out the steps that the various constituent 
parts of the air logistics chain may need 
to take to make this happen. An ‘Opinion’ 
section is something I would like to make 
regular space for in the magazine, so 
please propose any ideas you may have. 

For those not yet bored of hearing about 
Brexit, with only weeks to go I felt we 
should examine the implications for air 
freight within the wider logistics context. 
Much uncertainty still surrounds Brexit 

and things could look entirely different 
tomorrow... But in the meantime, the 
freight sector is preparing for a more 
challenging environment, while hoping 
things will work out OK.

With some negative signs in the wider 
global economy, that may be the best 
attitude to take within air freight this year. 
Cargolux CEO Richard Forson expresses 
a similar view in the interview on page 14, 
including a recommendation to his board 
that investment in IT should continue 
even if markets soften. 

Perhaps unsurprisingly, technology is a 
topic raised in almost every article in this 
issue, reflecting a shift within air freight 
from feeling technology investments 
could barely be afforded or risked towards 
the opposite view. Seeing digitalisation 
now as more an opportunity than a threat 
partly reflects the increasing availability 
of more-affordable, off-the-shelf, cloud-
based solutions. 
 
But I’m pleased to note that older 
technology still thrives in some sectors 
− notably in the medium of print, where 
people still like the experience of a paper 
magazine. As you may have noticed, CAAS 
is increasing its frequency to six times 
per year, thanks to its popularity and your 
support. Long may this continue!

Towards the ‘virtual integrator’

Will Waters

Editor
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ir cargo players and the wider freight transport and 
logistics sector − and their customers − continue to 
face an unnerving level of uncertainty and planning 

challenges over the UK’s planned departure from the European 
Union (EU) on 29 March.

The uncertainty was further extended with the overwhelming 
rejection by the British parliament on 15 January of the 
government’s proposed agreement with the EU outlining the 
terms of the UK’s withdrawal from the bloc at the end of March. 
And further votes on 29 January have prompted Prime Minister 
Theresa May to go back to Brussels to press for further changes 
to the deal.

Meanwhile, the outcome remains highly unpredictable, with a 
number of options still possible, including an extension of the 29 
March deadline or the outside chance of a second referendum. 
But with May apparently determined to push ahead with the 29 
March deadline, the prospect of a no-deal Brexit has continued 
to build. UK freight forwarders say this is what they are now 
preparing for – noting that if there is a deal agreed, that will 
come with a transition period until at least the end of 2020, 
meaning that little of no change will be required initially.

The major short-term fear of the freight industry and its 
customers is that a ‘hard’ or ‘no-deal’, cliff-edge UK exit from the 
EU will trigger the re-introduction of border controls, leading 
to massive tailbacks of trucks at Channel ports and bringing 
chaos to supply chains, especially those that reply on just-in-time 
production cycles and perishable goods.

Within its contingency planning for Brexit, the UK government 
has taken a number of steps, including measures to obtain 
additional roll-on, roll-off (ro-ro) ferry capacity designed 
to offset the risk of bottlenecks on key trade lanes such as 
the Dover-Calais crossing and Eurotunnel, through which a 
significant volume of UK air freight and other freight is currently 
carried each day.

Doubts have also been cast over whether customs authorities 
have enough manpower to carry out potentially bigger 
workloads while there are also reports of an urgent need to hire 
and train a significant number of customs brokerage staff on 
both sides of the Channel.

Europe’s biggest cargo airline, Cargolux, underlines that from 
“a global logistics perspective”, its biggest concern with a hard 
Brexit is the possible disruption to trucked cargo to and from 
the UK, as a result of physical border checks being re-instated 
and the potential delays this would cause. “If waiting times (at 
the border) were extended due to the customs processes being 
implemented, this would have a negative impact on the service 
we were able to offer our customers. Our costs would increase 
as a result as well,” a spokesperson says.

“We are in close contact with all of our suppliers and business 
partners, as well as with the Luxembourg and EU authorities, in 
order to assess the situation and plan solutions. However, at the 
moment, uncertainty continues to prevail with the decision of 
the British Parliament rejecting the negotiated deal.”

A

Air cargo players continue to face uncertainty and planning challenges 
over the UK’s planned departure from the EU on 29 March, report Stuart 

Todd and Will Waters

The Brexit conundrum

A
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Road feeder issues
The continental Europe-UK route is also 
an important part of Luxembourg-based 
Wallenborn’s European road feeder 
services (RFS) network for air cargo. “We 
deliver UK exports to freighter and airline 
passenger hubs in continental Europe 
and carry exports from continental 
Europe to fly from London airports. Cargo 
arriving at UK airports aboard long-haul 
flights is transferred to final destinations 
in continental Europe, while we also 
handle shipments arriving at EU airports, 
again on inter-continental flights, which 
is transferred by RFS to destinations in 
Ireland and the UK,” explains commercial 
director Jason Breakwell.

“Most of this cargo is both time and 
temperature sensitive and comprises 
diverse commodities vital to sectors 
of the UK economy, which including 
aerospace, automotive (components and 
finished goods), e-commerce, fashion, 
healthcare and hi-tech.”

Contingency Action Plan
Wallenborn Transports is not expecting a 
hard Brexit and anticipates that potential 
problems will be ironed out during a 
transition period. But Breakwell says 
Wallenborn, like many other companies, is 
preparing for ‘no deal’ − “not because we 
expect ‘no deal’, but because there will be 
minimal disruption in all other scenarios”.

In the event of a no-deal, Breakwell 
expects that the UK government will 
welcome the European Commission’s 
proposed ‘Contingency Action Plan’, 
a series of measures announced in 
December aimed at mitigating some of 
the most damaging effects that would 
arise from a no-deal Brexit scenario, 
including ensuring limited continuity of 
air transport and road haulage until at 
least the end of 2019. The road freight 
proposals would allow UK operators to 
temporarily continue to carry goods to 
and from the EU, provided the UK confers 
equivalent rights to EU road haulage 
operators, through continuing mutual 
recognition of Community Licences.

Observers say that would at least provide 
some limited continuity, although it will 
not deal with the concerns of many 
operators about delays caused by new 
Customs and other regulatory checks.
Breakwell notes that the main concerns 

of Wallenborn’s customers have focused 
on the uncertainty surrounding the 
Brexit process, with the prospect of 
changes taking effect as soon as 30 
March, including restrictions being applied 
to trucks operating between the EU 
and the UK, although the ‘Contingency 
Action Plan’ suggests there would be 
no changes until 2020 at the earliest, he 
says. “Another concern has been that 
new customs procedures are expected, 
if not this year, in 2020 or 2021 and we 
are involved in developing technological 
solutions that will ensure reporting is 
done in advance and any inspections will 
be done ‘inland’ to avoid congestion at 
borders.” Feedback from customers had 
also highlighted difficulties in separating 
reality from ‘fake news’ and speculation 
about Brexit, he adds.

Major concerns
However, Pauline Bastidon, head of 
European policy and Brexit at the UK’s 
Freight Transport Association (FTA) is 
less confident about the contingency 
measures and their effectiveness, 
noting: “The EU’s very limited no-deal 
contingency plans will not allow trade 
to flow freely between the UK and EU, 
confirming expectations of border delays, 
supply chain disruptions, significant 
additional red tape for traders and 
operators alike, and restrictions to 
transport.” She said the proposals for 
aviation and road haulage “fall short of 
what would be necessary to allow our 
industry to keep the supply chain intact 
and trade moving”, and could still be 
rejected by the European Council and the 
European Parliament.
She points out that the scope of the 

proposals is also “very limited”, noting: 
“Only UK-EU and EU-UK haulage routes 
will be covered, and UK-registered 
operators will only be able to perform 
intra-EU international deliveries if they 
are in possession of an ECMT permit – 
and the number of these to be allocated 
to UK hauliers would only cover a small 
fraction of the needs of the industry. 
Cabotage will be effectively prohibited, 
meaning that operators based in Northern 
Ireland would not be able to access the 
domestic Irish haulage market, and vice 
versa. Likewise, the air services proposals 
only apply to point-to point services and 
exclude services between EU countries.”

“The EU’s very 
limited no-deal 
contingency 
plans will not 
allow trade 
to flow freely 
between the UK 
and the EU”

NEWS ANALYSIS: Brexit

- FTA

Wallenborn: Preparing for ‘no deal’
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Another very interested observer of the 
Brexit process is Sebastiaan Scholte, 
CEO of Netherlands-based Jan de Rijk 
Logistics, whose European RFS network 
for air cargo is served by a fleet of more 
than 1,000 trucks – which make around 
20,000 Channel Tunnel crossings annually 
between the UK and mainland Europe. 
He describes as “superfluous” the 
contingency plans of the UK government 
to secure additional ro-ro capacity.

Border bottlenecks
“Bottlenecks would not be a result of a 
lack of capacity but rather a consequence 
of extra controls at the border, which 
would be devastating for everybody in the 
supply chain and cause chaos,” he says.

If long lines of traffic do occur at the 
border, they would inevitably lead to 
longer transit times for trucked UK-
EU air cargo traffic flows, which would 
become more complex and costly to 
manage. “Every hour of delay would 
add roughly €1.5 million to Jan de Rijk’s 
annual operating costs,” he notes. “We 
represent around 1% of all the Tunnel 
crossings, so the extra cost for hauliers 
using the fixed link as a whole would 
be €150 million minimum, but probably 
nearer €200 million. And of course, this 
estimation does not include hauliers using 
the ferries.”

Nevertheless, Scholte is relatively 
optimistic that bottlenecks will be avoided 
at the ports. “The message we are getting 
on the new customs procedures which 
would be implemented with a hard Brexit 
is that the principle of clearance being 
completed ahead of the truck reaching 
the border will be maintained, which is 
reassuring.

“On top of that, whatever Brexit deal is 
struck, I think a ‘transition’ period will be 
put in place, which could mean the status 
quo is maintained until the end of 2020 
for example, giving us time to prepare 
for any permanent changes in the longer 
term. Nor do I fear a situation arising 
where there is no reciprocity with regard 
operating and traffic rights of UK and EU 
carriers as it simply would not be in the 
common interest.”

No-deal Brexit
In the event of a no-deal Brexit on 29 
March, Breakwell points to assurances 

from Port of Calais president Jean-Marc 
Puissesseau that UK Customs would not 
be checking vehicles arriving in the UK 
and so France would not be carrying out 
any more vehicle checks after Brexit than 
is the case at present − which includes 
checks for hidden migrants in vehicles − 
apart from those for food and livestock, 
and on the inbound side to France they 
would be checking that the appropriate 
Customs declarations had been made.

In time for the UK’s exit date from 
the European Union on 29 March, 
Puissesseau says several areas dedicated 
to documentary declarations or controls 
will come into being, training of staff, 
and other measures that are “designed 
to be scalable and to adapt according 
to the through-traffic and the level of 

controls to be deployed in line with 
the final Brexit agreements, which are 
currently still unknown”. An ‘intelligent’ 
system would ensure declarations are 
made in the customs declaration system 
before passing through the port, linking 
the vehicle’s registration plate and the 
electronic customs documents, to “avoid 
any physical formalities and ensure 
optimal fluidity”.

But Road Haulage Association (RHA) chief 
executive Richard Burnett highlights a 
number of potential problems, at least 
for freight travelling outbound from the 
UK, where vehicles lacking pre-customs 
declarations or the necessary permit 
or transit document will be rejected. To 
complete that initial documentation check 
may take up to five minutes per vehicle, 
“still a significant delay”, he notes adding: 
“If the declaration is not fully completed, 

the shipping lines will reject the vehicle − 
it will have to turn away or park up to get 
the declaration completed.”

And even to access that process, 
businesses would have to complete the 
right documentation in the first place, 
with the UK currently having “nowhere 
enough clearing agents” with sufficient 
knowledge to give business the help 
and advice they need. “We also need 
to be aware that the customs process 
has still not been agreed from a French 
perspective,” Burnett notes
UK Customs technology expert Agency 
Sector Management (ASM) chairman 
Peter MacSwiney says HMRC’s expectation 
that all exports will have pre-lodged 
declarations in place when they arrive at 
ro-ro ports – as is currently the case for 

NEWS ANALYSIS: Brexit

Breakwell: Concerns about changes taking effect as soon as 30 March

Scholte: Bottlenecks would be devastating
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all ‘third country’ exports – and that these 
will be declared as ‘arrived’, is “completely 
unrealistic”. He likens the time-scales of 
the ro-ro market to those of air freight 
and points out that at Heathrow Airport 
“it is only a handful of consignments that 
are pre-entered”.

RFS clearances
Breakwell acknowledges that there will 
be different processes in place sooner or 
later. But even in the event of a no-deal 
Brexit, he says new processes “are not 
expected to affect the vast majority of 
shipments carried on existing air cargo 
RFS because almost all these shipments 
are coming from or going to a ‘third 
country’ (outside the EU), so are already 
subject to Customs control”. And if 
there is an exit deal, Breakwell says he 
has received assurances “that it will be 
business as usual” even after the end of 
the transition period.

Nevertheless, he is “concerned about the 
absence of inspection facilities at the UK 
entry points at Dover and Eurotunnel”, 
which in the event of ‘no deal’ could 
require the re-routing of food imports to 
inland sites.

Other freight industry observers doubt 
that shippers will be ready in the event 
of ‘no deal’, especially the more than 
100,000 UK companies that currently 
trade internationally within the EU that 
have never dealt with customs and 
other import-export requirements, and 
presumably similar numbers in the EU 
that trade with the UK that have also 
never dealt with customs issues. Freight 
forwarding representatives on both side 
of the Channel say there are currently 
too few customs brokers to deal with the 
expected increase in customs declarations 
and insufficient time to put these in place 
by 29 March.

Queues of trucks
MacSwiney highlights a potential problem 
that even goods that are already properly 
customs cleared may well still get caught 
up in queues of trucks leading to and from 
the Channel ports or Eurotunnel, because 
there may not be any effective system of 
differentiating between vehicles that have 
got the necessary paperwork from those 
that have not.

Some expect that in order to avoid this, 
we may see some customers deciding 

that instead of flying UK cargo in and 
out via mainland European airports, as 
is currently done for significant volumes 
of UK air cargo, they would instead route 
shipments direct to and from the UK on 
intercontinental flights, so they would 
not have to deal with the cross-channel 
situation.

Scholte says: “In case of border 
disruptions, this will happen for sure.” But 
he says it is something that forwarders 

NEWS ANALYSIS: Brexit

MacSwiney: Customs’ 
expectations are unrealistic
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and shippers will make decisions on 
much closer to the time.

Breakwell agrees that this scenario is 
possible, and if it happens, we “would 
likely see greater use of direct flights 
from and to the UK and third countries 
– and some EU-UK air-charters for some 
critical consignments are likely. The 
large operators and users of express 
services have contingency plans to 
deploy additional aircraft on the EU-UK 
corridor in case of short-term disruption 
around period when the UK leaves, but 
I’m not aware that they are planning this 
as a permanent solution to by-pass more 
onerous Customs processes.”

He says that direct flown air cargo 
capacity into the UK “is already limited, 
which is why there is a healthy demand 
for RFS from mainland gateways to the 
UK”. He adds: “One reason for relatively 
few freighter flights to the UK is relatively 
low yields from the UK, and most tend 
to be tagged with a mainland airport. 
There will need to be a significant jump 
in rates to entice freighter operators in 
to ramping up UK calls.”

NEWS ANALYSIS: Brexit
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He says an interesting question post-
Brexit is “will the UK experience a 
significant increase in trade with non-EU 
countries and will this encourage more 
direct freighter operations from and to 
the UK”? But that is a question “for the 
mid-term”.

In the meantime, Philip Stephenson, 
chairman of UK forwarder Davies Turner, 
says the company has been “actively 
engaging with and advising its customers 
to ensure they are accelerating their own 
planning, and are prepared to give us 
all of the necessary information about 
their shipments, including EORI numbers, 
tariff numbers, commodity codes and 
incoterms in a ‘no-deal’ scenario working 
under WTO terms”.

But MacSwiney says that the task for 
shippers of gathering all this extra data 
about their products, sources and 
suppliers that has never previously 
been required will take a major change 
in shippers’ processes and systems – 
something that would take more like 
18 months to achieve and would be 
impossible in many cases in just a
few weeks.

European forwarders
CLECAT, the European association for 
Freight Forwarding, Logistics and Customs 
services, says logistics service providers 
and customs agents are continuing to 
prepare for a situation whereby the UK 
will leave the EU without a 
transition period.

“Our members are already used to 
handling trade with third countries. 
In most cases they already have the 
competence, experience, permits 
(including for example AEO) and IT 
systems in place to deal with such 
circumstances. The challenges that 
remain are the amount of human 
resources needed and the preparedness 
of importers, exporters and other 
stakeholders in the logistics chain, which 
have limited experience in trading with 
third countries,” its senior manager, 
Dominique Willems, comments.
“Various stakeholders such as port 
operators, transporters and freight 
forwarders have started good 
cooperation initiatives to ensure that, 
for example, any delays at ferry terminals 
can be minimalised or at least managed 

in the best possible way. Despite the 
preparedness of the logistics service 
providers, CLECAT still considers that 
a no-deal Brexit on 29 March should be 
prevented at all cost.

He continues: “Regardless of any 
preparatory efforts, such a situation will 
almost certainly lead to disruption, delays 
and extra costs in trade, and it will thus 
surely damage the economies of both the 
UK and EU.”

According to Olivier Thouard, who heads 
the Brexit working group at France’s 
leading freight transport and logistics 
federation, TLF and is also Customs and 
Tax director at French operator, Gefco, 
the readiness of forwarders is a work
in progress.

“It’s only quite recently that forwarders 
have become aware of the changes to 
the customs procedures a hard Brexit will 
usher in and what will be required in terms 
of export, import and transit declaration 
documentation to cross the border,” he 
notes. “If everyone has been doing their 
jobs and are fully ‘genned up’ on the new 
requirements, there’s perhaps no reason 
why things shouldn’t run smoothly.
“But as with any new system of 
compliance, there is the risk that some 
firms will dispatch trucks without 
completing the necessary paperwork, 
resulting in drivers being refused 

permission to board ferries or the 
Eurotunnel freight shuttle. And the 
trouble is you can’t really anticipate to 
what degree this might happen.”

Long-term confidence
UK forwarder Priority Freight says its 
concerns over a hard Brexit are largely 
confined to the impact on its customers 
and their confidence about the UK being a 
suitable environment in which to develop 
and prosper long-term. “Our discussions 
with them revolve around their ability 
to maintain adequate stock levels and 
production capability, as well as labour 
force availability that could be affected by 
traffic congestion in south-east England, 
for example,” explains group marketing 
manager Emma Cooper.

“We have a range of contingency plans 
to employ but they are all dependent on 
how Brexit actually materialises and what 
subsequently transpires. Some of the 
contingencies will be determined by this 
emerging picture, and the uncertainty 
of timing and potential impact is not 
assisting in the planning of the various 
options. These options are proprietary to 
us and our clients and involve alternative 
routings and modes of transport.

“Priority Freight will be fully focused, as 
always, on creating bespoke solutions for 
our clients’ requirements in what will be a 
resource-constrained market,” she adds.

NEWS ANALYSIS: Brexit
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Air charter options
As the 29 March deadline draws closer, 
feedback from some air charter brokers 
suggests they are receiving an increasing 
number of enquiries from forwarders 
about securing air cargo capacity to 
offset the potential repercussions of a ‘no 
deal’ Brexit on the supply chains of their 
shipper customers.

Pierre van der Stichele, director of 
cargo operations at Chapman Freeborn, 
says that the day after the vote by the 
UK Parliament rejecting Theresa May’s 
Brexit withdrawal agreement with the 
EU, the company’s Germany office fixed 
up a wide-body aircraft to remain as a 
dedicated asset on standby five days a 
week, based in the UK, to operate a daily 
UK-France-UK routing.
“This is a B767 freighter on behalf of a 
top-tier freight forwarder, starting mid-
March, and will transport pharmaceuticals. 
So now, we have three aircraft dedicated 
to three different forwarders,” he says.

Earlier this year, Chapman Freeborn 
signed agreements with two major 
forwarders, one of them for their clients 
in the automotive field, the other in 
pharmaceuticals, to supply two narrow-
body freighter aircraft, respectively − a 
20-tonne capacity AN12 and an 8-tonne 
capacity ATR72 − for renewable 12-week 
periods from the end of March 2019 when 
the UK is scheduled to leave the EU.

“These aircraft would be based at specific 
airports in the Benelux region and have 
dedicated crews on call and basically fly 
on demand for the forwarders’ clients,” 
he says.

The shippers in question operate to 
‘just in time’ production cycles and their 
normal logistics provision focuses on 
transporting freight by truck to and from 
the UK using cross-Channel ferries and 
Eurotunnel.

Uplift in enquiries
UK-registered cargo airline CargoLogicAir 
is also fielding a number of 
Brexit enquiries.

 “We are monitoring developments 
closely and talking to our customers 
about their potential requirements 
to maintain the resilience of their 
supply chains, particularly if they start 

to encounter border disruption or 
delays,” CEO David Kerr says. “There is 
clearly a recognition that air cargo can 
provide the predictability they need 
and, as the UK’s only maindeck cargo 
airline, CargoLogicAir expects to play 
an important role in supporting the 
growth of British businesses and our 
economy as well as ensuring international 
companies trading with the UK can do so 
with confidence. Based on the current 
situation, it is clear we will be able to fly to 
and from Europe and other key markets, 
but we must be able to do so as efficiently 
as possible.

Kerr emphasises that CargoLogicAir is 
hoping that the decision made regarding 
the air services agreement between the 
UK and EU will be in favour of the most 
liberal aviation policy, protecting market 
access and the best interests of all parties 
that rely on the speed and reliability of air 
cargo.

“Our commitment to supporting the 
import and export trade relationships 
the UK has with the rest of the world and 
our plans for further fleet and network 
growth are unchanged and remain our 
priority as we continue to provide fast and 
dependable all-cargo capacity connecting 
major markets in Europe, the Americas 
and Asia Pacific.”

Automotive shippers
Evolution Time Critical (ETC), a leading 
specialist in emergency logistics for the 
automotive industry, is another company 
mulling the likely impact of a no-deal 
Brexit on freight flows.

“We’re consulting closely with our 
manufacturing contacts and industry 

trade bodies and while they all recognise 
air cargo to be a flexible, speedy and 
established solution in emergency 
logistics situations, most consider the 
current balance of factors doesn’t suggest 
the mass adoption of air freight as an 
economically proportionate or necessary 
contingency,” a spokesperson explains.

“Instead, careful and proactive supply 
chain analysis and mitigation planning 
suggests the vast majority of production 
material will continue via road, with air 
facilitating smaller volumes of time-critical 
parts as it has done previously.”

But he says air cargo capacity is only part 
of the equation.

“Perhaps more important is the form 
post-Brexit customs regulations will take, 
as many of the smaller airports favoured 
for emergency logistics may not have 
implemented the required customs 
systems and infrastructure, meaning that 
flights must leave Europe via larger but 
more-congested hubs. Evolution is used 
to managing complex customs processes 
and it comes down to familiarity and 
preparedness. Again, it’s more about 
rigorous analysis and planning than 
throwing money at air cargo that may not 
even deliver the required solution.”

One senior freight forwarding source 
close to the UK government says all 
efforts are now being made within his 
organisation to prepare for a no-deal 
scenario, even if the efforts ultimately 
prove unnecessary. “Will we be ready?” 
he questions. “We will certainly be more 
ready than if we were not making these 
preparations.”

NEWS ANALYSIS: Brexit

Kerr: Air cargo can provide the predictability customers need
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“I’m mindful 
of the fact that 

we’ve been 
benefiting from 

a buoyant 
market that 

all commenced 
in the fourth 

quarter of 
2016”

After two outstanding years in 2017 and 2018, Cargolux president 
and CEO Richard Forson is expecting air freight markets to be a 
bit tougher this year − and perhaps beyond, reports Stuart Todd

Ready for leaner times

argolux president and CEO Richard 
Forson is expecting tougher times 
ahead for his company and the air 

cargo industry in general after two stand-
out years in 2017 and 2018. Nevertheless, the 
Luxembourg-based cargo airline is poised, 
for the second year running, to announce 
record annual profits, despite a progressive 
weakening in demand last year that is likely to 
become more keenly felt in 2019 and possibly 
beyond.

“I’m mindful of the fact that we’ve been 
benefiting from a buoyant market that all 
commenced in the fourth quarter of 2016 
− the one that really took everybody by 
surprise,” he notes. “We then had 2017 − 
which I think people were still surprised by 
and which came forward into 2018.”

Forson, who has been at the helm since 
August 2016 having previously held the post 
of CFO, noted that while Cargolux would be 
“in excess of one million chargeable tonnes 
again for 2018”, the final quarter of last year 

had confirmed the slowdown in demand 
growth. “The additional capacity coming on 
to the market put pressure on yields as well, 
causing them to decline from their peaks,” he 
observes.

As to how Cargolux had been able to maintain 
and even improve on the outstanding 
bottom line performance of 2017 in 2018 as 
market conditions became increasingly more 
challenging, Forson highlighted “revenue 
management initiatives taken during the 
course of the year, which significantly 
impacted how Cargolux sold its capacity”.

He continued: “The past couple of years have 
obviously been very good in the industry, and 
I don’t think there’s a cargo airline out there 
that didn’t make money in 2017 and in 2018. 
So we’ve had good years, but let’s look at the 
future now. It’s not always going to be like this. 
Difficult times are coming and as a CEO I have 
to ensure that the business is able to weather 
the storms that lie ahead until the next upturn 
comes in.

C

CAAS INTERVIEW: Cargolux

- Richard
Forson

The city of Atlanta — like few 
cities in the world — displays 
an unrivaled diversity 

of people and culture, a spirit of 
openness and hospitality, and a 
true international character.

Atlanta is a proven leader in economic 
and business development. We are 
home to a thriving, global business 
community, and we are the leading 
global city in the Southeast U.S.

Atlanta’s No. 1 economic development 
tool is Hartsfield-Jackson Atlanta 
International Airport (ATL). ATL 
supports more than 400,000 jobs 
in metro Atlanta and makes a 
direct regional economic impact 
of more than $63 billion. 

In 2018, ATL topped 107 million 
passengers and has been growing 
since then.  ATL accommodates 
more than 2,700 flights daily 
to about 175 domestic and 70 
international destinations. 

The Airport is preparing for the 
future with a renewed commitment 
to growth in passenger air 
service, cargo development and 
supportive infrastructure.

A key ingredient in the Airport’s 
passenger and cargo air service 
development plans is Hartsfield-
Jackson’s innovative Air Service 
Incentive Program (ASIP).

ASIP is designed to stimulate 
international air cargo and passenger 
growth, particularly along routes 
that link Atlanta to the world’s 
fastest-growing economies.

The incentive program waives 
landing fees for up to two years for 
qualified passenger airlines starting 
international routes not already 
served from Atlanta and matches 
up to one-half of promotional costs, 
capped at $50,000. International 
cargo service carriers benefit from a 
waiver of both landing and parking 
fees during the same periods.

The highest tier of benefits is 
available to carriers starting service 

to major economies with the greatest 
potential for passenger and cargo 
growth, namely Brazil, Russia, 
India, China, South Africa, Latin 
America and the Caribbean. 

China is among ATL’s top five 
cargo destinations, and Asia overall 
contributes nearly half of ATL’s 
total 2018 freighter cargo volume 
of more than 693,000 metric tons. 
Continued growth is expected in cargo 
volume originating from China.

New direct routes to China and other 
destinations throughout Asia will 
help encourage direct investment 
and a steady stream of business 
opportunities both in the Atlanta region 
and the targeted destinations in Asia.

In this 21st century, international 
visitors choose to vacation, and foreign 
corporations choose U.S. cities in which 
to invest. Often, those choices hinge 
on locations where nonstop flights 
provide fast and convenient air links.

In the area of cargo service 
development, increasing ATL 
cargo operations remains a key 
goal toward making ATL the 
leading U.S. hub for e-commerce, 
pharmaceuticals, aerospace, 
automotive and perishables. ATL 
connects the Southeast to the world!

© City of Atlanta

Elliott Paige 
Director  
Air Service Development
Elliott.Paige@atl.com 
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“My focus is on the sustainability 
of the organisation”

“The crucial element is not to get carried 
away with what was achieved in 2017 and 
2018, but to take cognizance of what will 
potentially face us in the years to come − 
whether it be from a possible escalation 
in US-China trade tensions and President 
Trump’s policy of bringing production 
back to America and ‘buying American’, 
along with his threat to impose higher 
tariffs on motor vehicles out of Europe 
into the US. These are the kind of risks the 
air cargo industry is facing today.”

Economic conditions
On whether the strained trade relations 
between the US and China was already 
weighing on cargo demand, Forson says: 
“We’ve not noticed any significant impact 
to date on volumes. Rather, what we may 
be seeing are deteriorating economic 
conditions (in China) that are affecting 
demand for its imports. GDP growth is 
starting to decline, and when that starts 
to happen, obviously countries that 
supply raw materials to China will begin 
to feel the effects as well. It’s all very 
unpredictable, but if there is a full-blown 
trade war between the US and China it will 
definitely affect trade volumes between 
the two countries.”

He continues: “Is it going to result in the 
US manufacturing its own requirements 
for consumer goods, or will production 
shift to other countries in southeast 
Asia (that are) not subject to US tariffs 
and start to supply the US market? The 
latter has already happened to a certain 
extent due to rising labour costs in China. 
There have been operations set up for 
manufacturing exports in countries in 
southeast Asia such as Vietnam, Thailand 
and Cambodia.”

But the uncertain global economic 
outlook is also a cause for concern. “Some 
economists are forecasting a recession 

in 2020 and I think the consensus is that 
the growth in the global economy is 
declining,” he notes. “The question is, is it 
going to be a hard or soft landing?”

He points to interest rate rises in the US 
and how this might impact consumption, 
and also to the clouds gathering over 
the Chinese economy. “Personal debt in 
the US is at an all-time high and savings 
at an all-time low. With the low interest 
rates, consumer have been spending 
and buying,” he notes. “So what’s going 
to happen once interest rates start to 
increase?

“And in China, if the GDP does not grow 
at a rate that is deemed necessary to 
allow the expansion of the economy, 
what impact is that going to have on 
consumption and what will be the 

repercussions for exports out of Europe 
and elsewhere − and the globalised 
economy in general?”

The worst-case scenario would be a 
“double whammy” effect from weakening 
economic conditions in the US and China 
triggering a drag on demand, Forson 
notes. He points to the long-established 
observation that if the US sneezes, the 
world catches a cold, noting: “And it’s the 
same now if China sneezes.”

Flexibility
Forson says Cargolux’s philosophy has 
always been to be agile and flexible and 
to be able to react when economic 
downturns kick in. “My focus is on the 
sustainability of the organisation,” he 
adds. “Sustainability during the good 
times is never in question, but for me the 

CAAS INTERVIEW: Cargolux
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important thing is sustainability when times 
are not good, and we’ve seen some pretty 
rough times since 2008. Being able to adjust 
and reduce costs when this is the case is 
a key factor. We have expenditure that is 
completely variable, for example, fuel. If you 
don’t fly, you’re not going to pay for fuel. The 
challenge is to what extent I can make my 
fixed costs variable.”

He highlighted the fixed costs tied up in 
Cargolux’s aircraft, but also the “added 
flexibility of having a single-type fleet”, 
enabling the airline to ground capacity if 
demand reduces significantly.

China venture on ice
Meanwhile, the ongoing US-China trade 
tensions have led Cargolux and its partner, 
Henan Civil Aviation and Investment 
Company (HNCA), to review the launch of 
their cargo airline joint-venture (JV) Henan 
Cargo Airlines (HCA), Forson confirms. Plans 
were outlined in June 2017 for the JV airline 
to begin operating three B747 freighters 
from late-2018 on intercontinental routes to 
and from the world’s fastest-growing cargo 
airport, Zhengzhou in central China.

“The China-
US trade 
dispute has 
caused us to 
take a step 
back and 
re-assess 
all of the 
assumptions 
that were 
made”

Provision is made for Cargolux to hold a 
25% stake in the new cargo carrier, the 
remaining 75% being in the hands of HNCA 
− which also owns 35% of Cargolux − and the 
Xinggang Investment Group, responsible for 
the 400 sq km Zhengzhou Airport Economic 
Zone located 30 kilometres southeast of 
downtown Zhengzhou.

“The JV will stay on the back burner for a 
little longer. We left the actual launch date 
open and to put a date into stone now 
would be a bit presumptuous from my side,” 
says Forson.

“The US-China trade dispute has caused us 
to take a step back and re-assess all of the 
assumptions that were made earlier and 
take into account what the risk factors are 
while also looking at what percentage of the 
goods would be subject to tariffs beginning 
at where we currently stand to a scenario 
where all the goods imported from China 
into the US would be subject to tariffs 
and the other way around. What potential 
drop might we see in air volumes and what 
alternative trade lanes could emerge?”

CAAS INTERVIEW: Cargolux
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passenger services on certain routes 
instead of going into hubs,” he notes. 
“This could lead to less belly space being 
available for cargo on passenger aircraft, 
which would need to take on more fuel to 
fly non-stop. This, in turn, could generate 
more demand for main deck capacity.”

Modernising processes
Meanwhile, the modernisation of 
Cargolux’s operating processes through 
the greater use of technology also figures 
prominently among Forson’s strategic 
objectives. “We recognise the importance 
of making the transition from how we do 
things today and how we should be doing 
them in the future,” he says.

“Our major customers are investing 
significant amounts of money in 
technology and the digitalisation of data. 
From our side, we’ve also embarked 
on a transformation programme in 
order to automate processes and make 
information more readily available to 
decision-makers, as well as improving 
efficiencies across the organisation.”

Asked whether in the event of trade 
relations becoming even more strained 
between the two countries, the JV’s 
service offering could be re-directed away 
from US-China routes, Forson responds: 
“At this stage, it’s worth considering 
potential new lanes and what the position 
is on traffic rights. If there was a fall-off in 
air exports to the US from China it could 
benefit other sources of supply such as 
countries in southeast Asia. But what 
we shouldn’t forget is that China is the 
second-biggest economy in the world 
today and even if it continues growing at 
(only) 5-6%, they are likely to overtake the 
US in maybe the next 5-10 years. So there 
is always going to be a need for us to have 
an extensive footprint in China.”

Fleet renewal
As to Cargolux’s fleet, which currently 
stands at 16 B747-400Fs and 14 B747-8Fs, 
renewal is on the horizon. “The -8 will 
go to 2040, but the -400 is reaching the 
end of its life and we’ll have to start a 
retirement programme − probably from 
2025 onwards,” Forson acknowledges. 
“As for its replacement, there’s currently 
only one aircraft we can really look at, the 
B777-200, but which I’ve always seen as 
complementary to the B747 rather than 
offering similar capabilities. I’m also 
interested in whether Boeing is going 
to launch a 777X freighter and if they 
are going to do it, when and what will 
the performance characteristics of this 
new aircraft be?

“I would also very much like to see 
what Airbus has to offer by way of 
a wide-bodied freighter. The A330 
programme has not been a success. 
With the A350 programme, we’d be 
very interested if they were to come to 
market with a freighter aircraft. But one 
has to plan it carefully because having 
different types of aircraft in your fleet 
obviously introduces a complexity that 
you have to manage.”

He remains confident that there will 
always be a place for freighters in the 
transport of air cargo, even though 
today an increasing percentage of 
shipments is transported in passenger 
aircraft bellies. “One positive 
development for cargo carriers 
could result from airlines increasingly 
concentrating on ‘point to point’ 

CAAS INTERVIEW: Cargolux
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He continues: “Cargolux is going through 
some very significant revamps, but we’re not 
going to spend €40-50 million on anything 
without being sure what we’re going to get out 
of it and whether it fits with the requirements 
of customers. There are plenty of cases out 
there of companies spending significant 
amounts of money in this way and not getting 

the benefits.”

Among the IT changes, 
Cargolux is moving its 
non-core IT systems in-
house, leaving the e-Champ 
system, and moving its 
core cargo systems across 
to Champ’s widely used 
Cargospot system − moves 
that are in line with its IT 
partner Champ’s own wish 
to focus purely on cargo 
systems. The carrier is also 
investing significantly in its 

revenue management systems and e-platform, 
Forson adds.

“What I have recommended to the board of 
directors is that even if 2019 does not turn 
out to be a good year, we should continue 
investing in the IT arena because I think that’s 
essential to the success of the airline,” he 
explains.

Increasing digital interfaces with forwarders is 
a prime example “of the way things are moving 
now”, Forson emphasises. “I need to know 

what my forwarders require from me and 
interact with them automatically. If they want 
information on rates, the allocation of space 
on aircraft, and making bookings for spot 
cargo, they should be able to do it themselves 
without calling up Cargolux.

Automated communications
“Ultimately, everything will be done on an 
automated basis. We don’t need to have 
people inputting data − one of the key aspects 
of digitalisation being that once data enters 
the system, no one should be touching it.”

But Forson also highlights the value of good 
‘old-fashioned’ collaboration with forwarders 
as a way of enhancing service quality – 
something that Cargolux has been trying to 
do for many years within the air freight quality 
organisation Cargo iQ.

Within the framework of a recent 
‘performance-improvement challenge’ 
initiated by Cargo iQ, Cargolux teamed 
up with Panalpina to improve the quality 
rating for FWB (Electronic Freight Way Bill) 
performance between the two companies at 
Luxembourg Airport – improving it from 69% 
to 94% in just six months and beating the 
target that they set for themselves by nine 
percentage points.

The modernisation of Cargolux’s operating 
processes also extends to physical cargo 
handling at its Luxembourg hub. “We are 
working with Luxair Cargo to increase the 

capacity of our warehouse, basically 
to deal with peak season demand,” he 
notes. “Luxembourg has always been 
and will always be our major hub. The 
airport is also undertaking infrastructure 
developments, for example, in adding 
parking spaces for freighters.

“Can we expand more in Luxembourg? I 
think so, but obviously there’s a limit to 
it. We also have the Cargolux Italia hub in 
Milan available to us, which could facilitate 
further expansion in our operations.”

In a cyclical global air freight market that 
has seen a large number of cargo airlines 
come and go over the years, while others 
have joined and then exited widebody 
freighter operations, Cargolux has proven 
itself one of the few to be able to adapt 
and survive. And with the airline entering 
its 40th year in 2019, Europe’s largest 
and most-enduring all-cargo carrier is 
preparing for the next wave of change.

“Ultimately, 
everything will 
be done on an 

automated basis”
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A volatile and rapidly evolving landscape means there are new 
chances to innovate and differentiate, SAS Cargo president and 
CEO Leif Rasmussen tells Justin Burns

Digital Opportunities

What is SAS Cargo doing to digitalise its 
processes and operations?

e have had quite a 
success with our 
online booking 

portal since we launched it in 
2015. We put a lot of efforts 
into constantly improving 
the online experience for our 
customers in order to meet 
their expectations as we believe 
this is the way to success. 
Today, we receive 90% of our 
bookings online in our home 
market (Scandinavia) and 75% 
worldwide. We believe this is a 
good acknowledgement of the 
fact that it’s working well.

It’s vital to have the majority 
of our customers online, to 
simplify the whole process of 
booking air freight. You can 
today, via our booking portal, 
create and get a confirmed 

booking, price and capacity included, in just 
84 seconds. In addition, you are able to create 
most documents needed for a shipment as 
this is now part of the booking portal offer. 
It allows all stakeholders in the supply chain 
to both access the necessary documents 
and collaborate trough a very easy sharing 
process.

We now have to continue our journey towards 
further digitalisation. This means looking at 
how we work internally, our tools and systems, 
and of course most importantly, keeping 
up with tomorrow’s customer expectations 
– where flawless transactions, mobility, 
personalisation and easy access across all 
platforms are among the key factors.

Looking at other industries, we see that 
digital developments followed by business 
disruptions are changing the way many 

traditional businesses or industries used to 
work. We are well aware of this, as our industry 
has worked the same way for decades. This 
could impact the way we present and develop 
our products, plan our executions, and how we 
look at the entire value chain.

We have to apply our value chain as the basic 
for collaborating and meeting our customers 
and other stakeholders’ expectations. 
There is nothing indicating that air freight 
should be exempted from the same digital 
transformation that most other industries 
have gone through. At the same time, we have 
to ensure we have the right competencies on 
board and the framework that supports this 
development.

Is digitalisation too slow in the air cargo 
sector, or is progress being made?

In times of change, one key to success remains 
constant: understand what your customer 
wants. We must ask ourselves: how can air 
freight remain relevant in customer-centric 
times, characterised by the e-commerce boom 
and digitisation?

Air freight is vital for international trade; it 
represents less than 1% of world trade by 
volume, but over 35% by value. The global 
upswing that e-commerce is undergoing is 
positively affecting the transport industry 
and air freight, providing a lot of potential. 
However, it also puts light on our industry, 
and the fact that there is a lot of room for 
improvements opens the door to disruptive 
innovations – also from outside our industry.

I think we have to prepare for our present 
business model being challenged by actors 
from outside our industry. Putting full focus on 
the customer requires us to look at elements 
such as ‘liquid expectations’ (B2B decision 
makers bringing their B2C behaviour into 
the purchasing journey) and aggregators 
(generating transparency and price 

DIGITALISATION UPDATE: SAS Cargo
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for many years. There seems to have been a 
general notion of seeing disruption as a threat, 
or something that won’t affect us – rather than 
seeing new opportunities and potential to 
expand our business. Let’s not go the 
Kodak way.

The trend seems to be shifting slowly now, and 
more and more companies within our industry 
are embracing digitalisation – but we still have 
quite some stretch to go.

Within this process, it is also required 
that authorities adapt their processes and 
regulations, not act as obstacles.

The air freight industry must do a ‘digital 
reshape’ with the help of tech companies and 
start-ups. And it’s time to assess what role data 
and transparency can play in supporting new, 
successful business models that now need to 
replace the old ones. We should ask ourselves: 
if we were to start from scratch, would we 
build the same business model?

Shippers expect accurate, prompt and 
complete information on a shipment’s status 
as well as guarantees that the shipment is 
delivered intact, undamaged and complete.

How is SAS Cargo meeting demands of 
e-commerce and benefitting from the 
boom?

The e-commerce boom has meant an 
increased demand for air freight. We try 
to maximise utilization of our capacity and 
adjust our products and services to meet the 

comparisons). We are looking at how all this 
will impact our future business, organization 
and processes, stakeholder relations, 
collaboration and our business model.

An implementation of innovative and 
competitive digital solutions in the industry 
requires that all stakeholders put the 
customer at the centre, secures ‘just in time’ 
or on-demand delivery, offers customer 
transparency, and integrates a digital strategy 
that offers a coherent experience through
all channels.

Transparency is becoming best practice within 
all industries and the end customer’s demand 
for supply chain transparency will continue 
to push technology forward. If we don’t look 
at logistics inefficiencies ourselves and start 
implementing new business models and ways 
of working that will provide the end customer 
with what they expect, someone else will.

The use of blockchain for example, will 
enhance messaging and trust between the 
supply chain partners and give the end 
customer full transparency and a better 
service experience. We cannot look away from 
the fact that, like in most other industries, the 
end customer will expect to have full visibility 
of the entire supply chain in real time.
Is there resistance to change within air 
freight, or is it due to a lack of investment and 
finances?

I think it’s a combination of both. The 
transport industry is far behind the general 
digital development level and has been so 
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present needs of our customers. As already 
mentioned, e-commerce is positively affecting 
the transport industry and there is a general 
demand for speed. This is where air freight 
delivers.

What potential disruptive elements are 
emerging?

We live in a world where change is our only 
constant and we are faced daily with new, 
innovative solutions to yesterday’s tasks. 
The transport industry is no exception, and 
we can expect a lot of changes to how our 
business is run, as disruption and digitalization 
is rolling into the market. We need to maintain 
the customer focus and understand what 
tomorrow’s customer expects.

At the same time, we need to look at 
technology trends and what other industries 
are doing to use digitization as an opportunity 
rather than a threat. I think the crucial 
task is to develop strategies that are agile, 
flexible and have a long-term perspective. It’s 
impossible to foresee what the future holds 
in detail, especially with the exponential rate 
of changes that we are facing within several 
areas. So, an open and flexible mind, an eye 
towards the distant future, and a constant 
finger on the pulse of the customer is what I 
believe will help us stay on the right track.

Today’s customer is used to knowing where 
their products are in real-time and with what 
mode of transport these are being sent. They 
will not accept not having insight in complex 
and burdensome processes.

For example, when someone buys a car, they 
compare prices, using supply and demand to 
make a well-founded decision based on value 
and cost. When a customer is booking a hotel 

room, they have an array of choices they can 
make to reach the final product, customised to 
their very own needs and likes. We must look 
at how we as an industry can offer the end 
customer the same possibility when they want 
to book air freight.

What is SAS Cargo doing in relation to the 
above questions?

We are looking at potential partnerships or 
collaborations as well as constantly trying 
to develop services and products that will 
simplify the value chain and make air freight 
easier for our customers. Most of all, we are 
looking at how to meet customer expectations 
in general and the need of the end customer 
to have full insight into our product and 
services in particular.

We cannot expect our industry to follow a 
different path than all the others. Therefore, 
I believe it’s time to open the door to all 
stakeholders and, through technology and 
innovation, ensure we are collaborating on 
joint platforms. We need to look at solutions 
that are open marketplaces and that can 
offer customers the chance of comparing 
and making decisions based on all factors 
they consider important − be it price, speed, 
availability, and quality in transportation.

What are the biggest challenges and 
opportunities for SAS Cargo?

All of the above. A volatile and rapidly changing 
industry means opportunities to differentiate. 
Either we seize these opportunities, or 
someone else will. Based on our in-depth 
knowledge of the industry, we should take 
up the challenge and pursue the necessary 
digital transformation. We have a competitive 
advantage compared to outsiders.

“We live in a 
world where 

change is our 
only constant 

and we are 
faced daily with 
new, innovative 

solutions to 
yesterday’s 

tasks”
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Space to grow, improving macroeconomic factors, a serious focus on cargo, and 
certain ‘total landed cost’ advantages make Dallas Fort Worth International Airport 
an increasingly attractive freight destination, executive VP for global strategy and 
development John Ackerman tells Will Waters

The ‘Sun Belt’ strategy 

allas Fort Worth International 
Airport (DFW) has embarked 
on an ambitious plan to become 

the number one North American gateway 
between Asia and Latin America, in 
passenger and in cargo – and the airport’s 
first ever cargo strategy, launched less 
than three years ago, appears to be 
delivering results.

“The airport had never previously 
had a cargo strategy and I think that 
is unfortunately typical for a lot of US 
airports,” acknowledges John Ackerman, 
executive vice president for global 
strategy and development. “We thought 
we had a big opportunity to change that, 
so we put a strategy in place in 2016 and 
in the first two years, we were able to 
grow our cargo volumes approximately 
20%. That proved to us that, not 
surprisingly, if you actually have a plan and 
you act according to the plan, you can 
make improvements.”

Like the market overall, growth of around 

8% in 2017 slowed somewhat in 2018 to 
approximately 3%, taking the airport’s 
annual cargo volumes to around 900,000 
tonnes – including a rise in shipments of 
dense cargo related to the automotive 
and aerospace sectors as well as the oil 
and gas industry.

“It’s difficult to know what would’ve 
happened without a strategy, but what 
we found is we really weren’t well known,” 
Ackerman notes. “Miami, New York, 
Chicago, LA, over the years have got most 
of the business; and that makes sense − 
that’s where the population centres have 
historically been in the United States. But 
we looked at the centre of the country 
and there was this wide open space. And 
that is the fastest-growing part of our 
country – the ‘Sun Belt’ region.

Chance of success
“There’s a net migration out of the Rust 
Belt – in the northern United States – into 
the Sun Belt, the southern United States,” 
he explains. “So, for population and for 

D
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GDP, we’re growing quite a bit faster 
than the rest of the country. So when we 
looked at the macro picture, we felt like 
we could be successful.”

He says those other major gateways have 
been doing business with forwarders 
and shippers for dozens of years, and 
it takes time to break through and get 
noticed. “So, some of it has been turning 
up at conferences, talking to people and 
telling people about our capabilities. We 
find that once they learn about DFW, it 
becomes an attractive gateway for them: 
we have no such thing as slots; we don’t 
have a curfew; we have seven runways; 
we have near unlimited capacity, both on 

the airside and on the landside. We have 
about 4,000 acres of land that’s available 
for development.

“So, we have got more capacity than any 
of those other airports and we’re in the 
fastest-growing part of the country; when 
we put that all together, that gives us at 
least the opportunity to succeed,”
he notes

“Like everybody else, we then looked at 
what markets are going to grow faster 
and where the best opportunities are, 
identifying perishables, pharmaceuticals 
and e-commerce, not surprisingly. And 
then we took a hard look at ourselves and 

identified gaps. For instance, we had no 
true state-of-the-art perishable handling 
facility, so we put a plan in place and we 
opened that a little over a year ago.”

Operated by Dnata, that opened in 
September 2017: a 3,500 sqm multi-
temperature, perishables facility with dual 
pharma chambers. “That facility at times 
is already full,” he notes. “So, Dnata is 
already looking for other adjacent spaces 
to expand into because the business is 
going so well for them. So, that showed a 
lot of pent-up demand.”

Alongside the dedicated pharma 
chambers, it also handles the “classic” 

“We were able to grow our cargo volumes 
approximately 20%. That proved to us that, not 
surprisingly, if you actually have a plan and 
you act according to the plan, you can make 
improvements.”
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air freight perishable food products such 
as mangoes out of Mexico, asparagus, 
and other fruit and vegetables, alongside 
meats.

“When we started the planning process, in 
the middle of 2016, we had planned it with 
one pharma chamber, and before we even 
finished the design, we felt that there was 
enough demand that we actually changed 
it: added a second pharma chamber 
because of the demand we saw before 
the facility was even opened. So we are 
seeing quite a bit of success there, and 
our partner Dnata is very happy with the 
performance of that.”

CEIV Pharma status
Along with having the right physical 
characteristics − handling facilities and 
buildings − you also have to have the 
right people, the right mix of companies, 
and the right training, he notes. “So, we 
also are pursuing the IATA CEIV Pharma 
community status.”

The participating companies in that 
CEIV Pharma programme had their first 
training sessions in October and now have 
to make modifications to their facilities 
ahead of their final audit and inspection. 
“We expect to be only the second CEIV 
community in the United States by the 

spring, some time in the first quarter,” 
Ackerman says. Miami airport was the first 
in the US to gain CEIV Pharma community 
status.

“So now we can tell pharma shippers 
and manufacturers that we not only have 
the facility but we have companies that 
have the highest training and highest 
certifications that will be able to handle 
those pharmaceutical products and 
take proper care of them to make sure 
that they get to their destination in the 
condition that they are supposed to be 
in,” he notes. “These are phenomenally 
expensive, very sensitive products, so this 
certification will give the shippers the 
confidence to use our airport.”

That certification as a community means 
having a certain number of airlines and 
handlers trained and certified. DFW 
currently has all of the major international 
handlers at the airport, serving 14 
freighter airlines and the integrators, as 
well the airport’s belly cargo operators.

Serious intent
“We wanted to send a message to the 
world,” he adds. “A lot of people talk 
about their ambitions in cargo; we are 
actually deploying our own capital in 
this business, so we funded part of that 

training. We went to these companies and 
we said ‘we’re serious about cargo; we’re 
serious about pharmaceuticals; and we’d 
like you to get this training’.” To some 
extent, pharma cargo had already been 
transiting through DFW prior to the new 
facility and the CEIV training. “But we’ve 
seen that business building, and we are 
seeing trade lanes starting to develop,” 
Ackerman adds.

He has visited Hyderabad several times 
in the past year “because there is a 
tremendous demand”, with DFW working 
with Hyderabad airport. “And we’ve 
met with many of the Indian pharma 
manufacturers and shippers and they 
are all very keen to have flights from 
Hyderabad to DFW because they don’t 
see any way to easily access this central 
part of the United States; so they’re very 
keen to have these flights.

“And we’ve been working with a couple 
of cargo airlines and saying, ‘we have 
manufacturers, we have shippers who 
want this service’. So, we’re trying to get 
these people together and build this trade 
link. But it takes time.”

A lot of what is produced in and around 
Hyderabad is currently trucked and flown 
out of Mumbai. “Hyderabad airport would 

AIRPORT FOCUS: DFW
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prefer that it be flown out of Hyderabad; 
the manufacturers would prefer that, and 
we think we could provide a logical point 
on the US side of that as well.”

That traffic is going out of Mumbai at 
the moment because that’s where the 
capacity is, whereas to justify a new 
freighter link, there has to be enough 
business. “They have to truck that all the 
way to Mumbai, which I understand, with 
the traffic and the roads there, is about 
a day, all told,” he notes. “So if you can 
just cut that out, they can move things 
quicker.”

Pharma DCs
Eventually, the idea would then be 
to attract some distribution centres 
specialised in that kind of traffic to the 
DFW area.

“We are talking with the local economic 
development agencies that surround 
the airport about the potential to build 
a pharma cluster; but everybody wants 
that,” Ackerman says. “In the US, a lot 
of the pharma companies have been 
historically centred around the New York, 
New Jersey, Pennsylvania region, and 
they have manufacturing and distribution 
there. But as the US population shifts, 
that’s shifting as well.”

E-commerce business
While everyone in air freight has been 
talking about the growth of e-commerce 
business, Ackerman sees an opportunity 
to shift some of this away from the 
congested coastal airports.

“When the US changed the ‘de minimis’ 
threshold up to US$800, it made so 
many more express parcels eligible for 
that. US Customs and Border Patrol 
is having a very difficult time handling 
those volumes and a lot of it is going in 
to the same traditional gateways − LA, 
Chicago, New York, Miami − and they (the 
shippers) need an outlet in the centre of 
the country. So, we think we can serve 
as that point and bring a lot of that into 
our region of the US. “If you think about 
LAX and Kennedy, there’s no available 
land on the airport and even around the 
airport; they are very congested. Chicago 
has some room to expand, Miami has 
some room, but again those are already 
congested airports; so we feel that there 

“We think there are opportunities to bring 
Chinese e-commerce directly to DFW, rather 
than one of the coastal gateways” 

is an opportunity for us to provide an 
alternative that can add speed. It’s all 
about speed and time, so if you’ve got a 
congested airport, it’s difficult to move 
goods on and off the airport. We think we 
can offer an attractive alternative to that.”

DFW is already one of the airports that 
Amazon’s Prime Air flies to, greatly 
inflating the airport’s domestic cargo 
numbers at certain times of the year, 
although the volume “tends to flex up and 
down quite a bit; they tend to peak up for 
the holidays and back down”, Ackerman 
notes, using Prime Air in a tactical way to 
add flexibility in the company’s air network 
capacity.

Amazon also has a big DC nearby, about 
1.6 million sq ft (150,000 sqm) just at 
the edge of the airport, which opened 
in early 2015. By the end of 2019, that is 
set to more than triple in size to almost 
5,000,000 sq ft (450,000 sqm). While 
Amazon is obviously a key customer, 

AIRPORT FOCUS: DFW
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there is also a much broader e-commerce 
community to serve. “E-commerce coming 
from China is massive, so we think there are 
opportunities to bring Chinese e-commerce 
directly to DFW, rather than one of those 
coastal gateways,” Ackerman notes. “I think 
that will ultimately be a bigger market then 
what we’re looking at right now. And we’ve 
had some interest from Chinese airlines to go 
directly to DFW rather than having to serve 
the US market over those coastal gateways.”

Major population 
centre
Essentially, Dallas is a 
metropolitan airport 
that doesn’t have the 
congestion challenges 
others face, with its 
17,000 acre site. “Our 
metropolitan area is 
about 7.5 million people; 
it’s smaller than New 
York and Los Angeles, 

obviously, but still a very big and fast-growing 
area,” Ackerman notes. “We have really 
paid attention to the road network; as an 
airport, we obviously look after all of our 
infrastructure in the airport, but we have a 
team that works with the regional authorities 
that surround us to make sure that the flow 
of goods getting on and off the airport is 
unimpeded as well.

“Converging near the airport are four major 
US interstate highways, and then five regional 
highways. So we’ve got this really omni-
directional distribution opportunity − south 
to Mexico and to the centre of the US; we’ve 
got this amazing area around us with a great 
road feeder system. Sometimes the easiest 
thing is getting the cargo to the airport, on 
the airplane; trucking things to the airport or 
off the airport can be challenging. So, it’s a 
competitive advantage.”

Freight forwarders
As a major metropolitan airport, DFW has all 
the major freight forwarders present. And 
as the coastal airports get more and more 
congested, Ackerman strongly believes future 
volume

growth has to go somewhere else, “and we 
think that a lot of that growth can come to 
DFW if we do a good job of providing the 
right facilities and the right kind of cargo 
community and environment”.

He says the airport is “working on a facility 

plan right now”, adding: “We have a lot of 
cargo buildings, handling buildings. Some of 
them are quite old; a lot of them have been 
leased to third parties. And so we’re working 
on a multi redevelopment plan for our cargo 
areas, and there are some things we hope to 
announce in the first quarter of 2019 that we 
think are game changers; that we think really 
do offer something different at DFW than 
other places have been able to offer.” But he 
can’t talk publicly in detail about the plans just 
yet.

Chicken or the egg
But as far as what comes first in the ‘chicken 
or the egg’ game for airports of building 
demand and capacity, “the first thing is 
awareness”, Ackerman says. This applies to 
the big prize available of attracting some of 
the perishables business that currently flies via 
Miami direct to DFW – saving shippers one or 
two days of trucking time to the Dallas-Fort 
Worth area.

“So we think that the first customer we get 
will be the tipping point,” he says. “The other 
thing is we have freighters coming out of 
Mexico City, but for actual proper South 
America we do not have any freighters coming 
up to DFW. They all go to Miami. So we are 
working hard on convincing some of the 
airlines and the market that things can be 
flown directly to DFW.

Belly capacity
“We’re very fortunate American Airlines has 
a massive network in Latin America so we 
have quite a bit of goods already flowing via 
their belly capacity; but obviously a freighter 
changes the game.”

He says many US airports have had a business 
plan that states all they have to do is take 20% 
of Miami’s business and they will be successful, 
and there is an equally long list of airports that 
have failed to do that. “We are not trying to 
go after Miami’s business. But we think that 
some of its incremental business can flow over 
DFW as demand grows, and it’s going to be 
better for the shippers and better for the end-
users. “We’re not out claiming we’re the best 
gateway for every trade lane.”

Data-driven business case
Ackerman says airlines, forwarders and 
shippers and other stakeholders across the 
supply chain are looking for more data-driven 
logic for their decisions. “So, we hired a 
consultant to analyse about 550 trade lanes 
− and I’m defining a trade lane as something 

“Data allows 
us to direct our 

resources where it 
makes sense”
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like ‘fish from Chile to China’ as one trade 
lane: a product and an origin-destination 
pair.” The data-driven comparisons of 
airports cover things like catchment area 
identification, industry demographics 
within the catchment area, and industry 
routings comparing DFW with other 
airports. And another interesting 
comparison is analysis of shippers’ ‘total 
landed costs’, “so we can answer the 
question: ‘Where does DFW have a total 
landed costs advantage versus other 
airports’?” he says.

Total landed cost
“For someone shipping flowers from 
Bogota to Amsterdam, this model will 
show you that Miami is the best ‘total 
landed costs’ option by far. But if we 
look at shipping salmon from Chile to 
China, then we have a ‘total landed cost’ 
advantage,” explains Ackerman. “So this 
allows us to direct our resources where it 
makes sense.”

And so despite Miami’s general dominance 
of the Latin America perishables air 
freight market, he says: “We do feel DFW 
has a niche for those transit perishables 
from Latin America to Asia, where we 
have this ‘total landed cost’ advantage.”

Besides completing the CEIV Pharma 
process, other plans for this year include 
creating a cloud-based platform within 
DFW’s cargo community where everybody 
can share key elements of information 
relevant to their role in the logistics 
chain. “Sharing this information in real 
time and enhancing transparency for 
key stakeholders in the supply chain 
are critical for time- and temperature-
sensitive commodities, particularly 
pharmaceutical products,” Ackerman 
notes.

Net importer from China
Like most US airports, DFW is a net 
importer when it comes to trade with 
China, the airport’s largest trade partner. 
“One of our initiatives is to support our 
Asian freighter operators by developing 
new markets to fill their back-haul 
capacity on their westbound segments 
with pharmaceuticals and perishables 
from Latin America and our catchment 
area in the central United States,” 
Ackerman notes.

And e-commerce is set to continue being 
a major driver for cargo growth, “and we 
are working closely with our real estate 
colleagues to ensure we have the right 

facilities to capitalise on this growth 
trend”.

So, things do seem to look very promising 
for DFW, at least in theory. “Our global 
footprint is growing; we have 244 
destinations worldwide and we have 
the largest domestic network in the US, 
with service to 182 cities,” Ackerman 
underlines. “The Dallas Fort Worth 
region is the fourth-largest in the US 
with a population of 7.4 million”, and 
growing rapidly – in population and GDP 
terms. And it is also one of the few large 
airports in the US with available space 
for development. “Currently we have two 
greenfield sites airside, both of which 
are more than 120 acres each, and one 
brownfield site in our cargo area, which 
can accommodate up to 15 additional 
aircraft parking positions,” Ackerman says.

So he believes it is just a matter of 
time until the airport makes further 
breakthroughs that help it build even 
more critical mass – and “travelling the 
world to talk with potential customers and 
partners about the advantages of DFW for 
the cargo and logistics community”.
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Building on growth in the latter part of 2018, when much of the air cargo 
market was stalling, Middle East carriers are optimistic about this year despite 
the region’s geopolitical challenges, as they increase their focus on pharma and 
other high-growth products, reports Donald Urquhart

Special cargo on the rise

As the global air freight sector emerges 
from a fairly lacklustre peak season and 
second half of 2018, the situation remains 
relatively buoyant in the Middle East 
region, with the market for the region’s air 
cargo carriers strengthening in the second 
half of the year.

For example, while the global air freight 
sector saw volumes in the normally peak 
month of November fall by 1.4%, year 
on year, and drop 2% from their levels 
in October, the Middle East − alongside 
North America and Latin America − 
saw volumes expand by around 1.7% 
in November, and that followed a 5% 
increase in FTKs in October. Indeed, IATA 
figures indicate that seasonally adjusted 
international air cargo demand for 

capacity among Middle Eastern airlines 
trended upwards throughout the second 
half of 2018, helped by stronger trade to 
and from Europe and Asia. Full-year FTK 
figures, when confirmed, are expected to 
show growth of around 4%, year on year 
among the region’s carriers – roughly on 
a par with traffic growth figures globally – 
although available capacity grew by more 
than 6%, leading to a fall in load factors of 
around one percentage point.

On a lane-by-lane basis, Middle East to 
Asia traffic and Europe to Middle East 
traffic grew by around 5% last year, while 
the smaller Middle East to North America 
and Africa to Middle East lanes saw 
volumes decline by around 2% and 6%, 
respectively.

Led by speciality products like 
pharmaceuticals and perishables, 
alongside smaller but up-and-coming 
e-commerce shipments, cargo growth is 
expected to continue this year.

For the largest carriers in the region, 
these special products have increasingly 
become a key bedrock to their volume 
growth. Qatar Cargo for instance, which 
saw a healthy 10.6% growth in 2018, year 
on year, has continued to build on its 
pharmaceutical and perishables business, 
alongside developments in other areas. 
It also last year introduced an automated 
mail management system across its 
network that benefits customers of postal 
mail and e-commerce.

Middle East
Regional Report:
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Noteworthy new connections for the 
carrier include the launch of its freighter 
service from Doha to Macau, connecting 
to the US west coast and expanded to 
include Guadalajara, Mexico early this 
year, with transpacific operations set 
to become a key factor in the carrier’s 
growth going forward.

Qatar Airways chief officer Cargo, 
Guillaume Halleux, says: “We have had a 
very successful 2018. Our customers have 
welcomed the transpacific route, which is 

a faster solution over the Pacific for Asian 
exports destined for the Americas, and 
we are delighted to add Guadalajara as 
another stop on this route.”

Emirates SkyCargo too made further good 
progress last year, with its pharmaceutical 
traffic reaching over 73,000 tonnes in 
2018, thanks in part to having the world’s 
largest EU Good Distribution Practices 
(GDP) certified multi-airport hub at Dubai. 
Addressing the importance of offering 
consistent conditions for the carriage 
of pharmaceuticals, Emirates SkyCargo 
last year continued to develop its 
‘pharma corridors’ initiative across select 
destinations on its network. Working 
with ground handling partners and 
other stakeholders, the initiative ensures 
uniform high standards for the handling 
of temperature-sensitive pharmaceuticals 
from origin to destination, with Emirates 
SkyCargo currently boasting 20 pharma 
stations across its network.

The airline also carried close to 400,000 
tonnes of perishables in 2018. “With 
increasing levels of interest globally in 

international cuisine and culinary flavours, 
more and more people are looking to 
source produce from around the world in 
their local supermarkets,” the carrier says. 
All told, the airline flew close to 2.6 million 
tonnes of cargo across six continents in 
2018, up 4% from 2.5 million tonnes a year 
earlier.

For belly-only carriers such as Flydubai, 
specialised commodities like pharma and 
perishables are also underpinning their 
growth.

“Perishables and pharmaceuticals 
remain vital components of our cargo 
operations and we continue to work 
towards developing cargo solutions to 
underserved markets,” Mohamed Hassan, 
vice president of Flydubai Cargo says. 
The carrier also regularly works with 
international medical institutes and NGOs 
to deliver vaccines and medicine around 
its network.

And like other carriers, so too with 
e-commerce, as the carrier taps the key 
role that Dubai plays as a regional hub, 
one that is seeing increasing volumes 
of online shopping goods. The growth 
in this sector will remain a key growth 
driver for the carrier Hassan notes: 
“While the trading environment will 
remain challenging in 2019, we expect 
the e-commerce market in the region to 
continue to grow.”

Niche cargo
In the region’s all-cargo business, while 
e-commerce is not currently part of 
the cargo makeup for heavy-weight 
and out-sized specialist Coyne Airways, 

pharma and perishables does comprise an 
important part of its varied cargo carried 
across the region.

“Moving forward, we are turning our 
attention more and more to special 
products,” says Liana Coyne, managing 
director of Coyne Airways. “We have 
always prided ourselves in facing up to the 
kind of difficult cargo that others found 
too challenging, and it is something that 
our customers know us for.” Alongside 
its forte of moving over-size oil and 

Hassan: Perishables and pharmaceuticals remain vital Coyne: More attention to special products
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gas equipment into western Kazakhstan, for 
instance, the carrier also uplifts temperature-
sensitive pharmaceuticals into Baghdad and, of 
all things, ice-cream into Afghanistan.
“I am extremely proud of our operations team, 
who take this all in their stride,” she adds. 
“We are now considering how best to both 
demonstrate our capabilities to new clients and 
to ensure that we are always at the forefront of 
best practice.”

Coyne says the company is 
constantly reviewing its customers’ 
needs in an ever-changing 
environment and looking to provide 
solutions in those areas that others 
find hard – and for potential partners 
to help it put together “innovative 
routings and services”. And its 
ever-evolving adaptation to new 
opportunities includes e-commerce 
traffic.

“As the e-commerce boom drives 
additional global freighter activity, 
these opportunities are becoming 
more prevalent and we are seeing 
new entrants in the marketplace with 
whom to work,” she notes.

Progress on the ground
As the region’s growth continues and 
evolves, so must its cargo handling 
infrastructure.

The region’s biggest cargo handler, 
Dnata, has delivered a series of 
initiatives during the past couple 
of years to optimise the ground 
handler’s operations at its key Dubai 
hubs, covering facility improvements, 
process changes, infrastructure 
upgrades and IT development.

“We opened a new customer service centre 
and cargo integrated control centre (CICC) 
located in the Dubai Airport Free Zone, as well 
as another cargo warehouse, increasing our 
processing capacity by 25%,” says Kevin Ennis, 
Dnata’s cargo vice president for commercial and 
business development, UAE Airport Operations.

The main purpose of the CICC is to enhance 
the customer service experience and ease the 
process of information flow between all cargo 
stakeholders, Ennis explains. The CICC functions 
24/7 representing all process stakeholders and 
ensures the efficient and optimal management 
of workforce, facilities and processes, thus 

increasing productivity of cargo services, he 
says. It also serves to monitor, troubleshoot 
and enable quick decision-making to enhance 
movement and efficiency of cargo.

Unified processes
“Last March, we became the first ground 
handler to implement a global roll-out of the 
iCargo terminal operation suite across all our 
stations,” he adds. “This investment enables us 
to manage our air cargo movement worldwide 
seamlessly and have all our operations on one 
cargo management IT platform using unified 
processes.”

Once fully implemented, in stages by 2020, 
the system will have a user base of over 5,000 
employees across 27 stations in 10 countries 
where Dnata has key operations.

“We also implemented a cutting-edge, cloud-
based software platform that enables freight 
forwarders, agents and airlines to plan all land 
transport processes with us more efficiently. 
This solution is the first of its kind in the aviation 
cargo industry,” Ennis adds.

Again, speciality products bubble to the surface, 
with Dnata working to improve product handling 
as well. Importantly for cool chain products 
like pharmaceuticals, Dnata’s Dubai operations 
have been awarded IATA’s Center of Excellence 
for Independent Validators in Pharmaceutical 
Logistics (CEIV Pharma).

New competition
Nearby, the completion of the new Istanbul 
Airport (ISL) could have implications for carriers 
and airports in the Gulf, particularly given Turkish 
Airlines’ substantial growth track and global 
ambitions.

While teething problems are clearly expected – 
Turkish Airlines has already stated it will straddle 
both Atatürk (IST) and ISL airports following 
the official launch on 29 October of what will 
subsequently be known simply as ‘Istanbul 
Airport’, with freighter flights remaining at IST 
for most or all of this year.

“Turkish Airlines is a formidable force in air 
cargo,” says Coyne. “However, it remains to 
be seen how TK will manage dual hubs” at IST 
and ISL she adds, noting that Emirates has 
managed to do it, “and do it well” in DXB and 
DWC. “But it was not without teething pains and 
an extraordinary amount of effort from all the 
stakeholders involved to overcome them,” 
she adds.

REGIONAL REPORT: Middle East
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In the four and a half years since 
Emirates SkyCargo first commenced 
freighter flights from Dubai World 
Central (DWC), the carrier has 
shuttled more than one million Unit 
Loading Devices (ULDs) and 1.2 
million tonnes of cargo via a ‘bonded 
corridor’ trucking service between 
its dual hubs in Dubai that connects 
cargo carried on Emirates’ passenger 
and freighter flights.

Since April 2014, a fleet of 49 
trucks operated by Allied Transport 
Company on behalf of Emirates 

SkyCargo, including 12 refrigerated 
trucks for temperature-sensitive 
goods, have linked DXB and DWC on a 
24-7 basis, operating close to 300,000 
trips.

In order to ensure the safety and 
integrity of cargo in transit, all the 
trucks in the fleet are equipped with 
satellite tracking and operate in a 
pre-determined geo-fenced route 
between the airports, planned and 
monitored round the clock by a 
dedicated team. The trucks are also 
fitted with tamper-proof locks for 

each journey, verified by Emirates 
Group Security and Dubai Customs.
Henrik Ambak, senior VP for 
worldwide cargo operations, says 
the efficiency of the corridor has 
created a two-airport cargo hub 
capable of handling close to 3 million 
tonnes of cargo per year. “Our fleet 
of 49 trucks function similar to a 
continuously rolling conveyor belt, 
allowing connection times of 4.5 hours 
between cargo arrival at one airport 
and departure from the other, thereby 
effectively integrating two airports 
into a single hub,” he says.

Making a success of Emirates’
dual-hub operation
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Elephant in the room
One ‘elephant in the room’ is the ongoing 
blockade of Qatar by four neighbouring 
states – Saudi Arabia, the United Arab 
Emirates (UAE), Bahrain and Egypt – 
which began in early June 2017 and shows 
no signs of ending. While Qatar Airways 
described 2017 as the “most challenging 
year in its 20-year history”, largely due to 
declining seat sales on the passenger side, 
the cargo part of the business appears 
to have ridden out the storm rather well. 
Reconfiguring its network and enjoying a 
boom in charter operations as a result of 
the blockade, Qatar Cargo continues to 
thrive and grow, despite the blockade.

Where it did have an impact was on 
business in the UAE, somewhat ironically. 
One air cargo analyst, who requested 
anonymity, notes that prior to the 
diplomatic crisis there were a lot of 
businesses who were based in the UAE 
but had offices or significant interests 
in Qatar and other places in the region. 
“The embargo took many by surprise and, 

in the early days, there was some hope 
that it might all be resolved as quickly 
as it seemed to have come about. It has 
lasted longer than most anticipated and 
necessarily led to some restructuring,” he 
says.

“From an air cargo perspective, I am 
sure that many of Qatar’s former clients 
mourn the loss of lift, which was often 
deliberately priced to undercut the home 
carriers such as Emirates and Etihad. I am 
also sure that those home carriers are 
shedding no tears about the same and are 
quietly relieved that they do not have to 
contend with such an adept competitor,” 
he adds.

Another politically sensitive issue is the 
future of Etihad Airways and Etihad 
Cargo. Following major losses, the Abu 
Dhabi-based carrier has undertaken a 
major restructuring programme, including 
cutting its cargo fleet in half with the sale 
of its five A330 freighters to DHL and a 
substantial exodus of foreign expatriates 

from the struggling cargo division. The 
carrier hopes that redeployment of its 
remaining five B777Fs – leased from Atlas 
– to a more-limited selection of markets in 
Asia, Europe and the US, along with better 
use of bellyhold capacity and “efforts 
to maximise premium product verticals 
such as SkyStables (equine), FlyCulture 
(arts and music) and FastTrack (mail 
and courier) products, while prioritising 
investments in digital and physical 
infrastructure”, will improve its results.

Etihad’s problems have revived talk of a 
possible merger of Etihad and Emirates, 
with one long-time cargo industry 
executive noting that there was “never 
supposed to be two international carriers 
out of the UAE”.

Other highly sensitive issues in the 
region include the devastating war in 
Yemen and the murder of the dissident 
journalist Jamal Khashoggi – and whether 
Saudi Arabia’s involvement in these will 
limit international investment in the 

REGIONAL REPORT: Middle East
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Kingdom; but there seem few signs of that 
happening to date.

Iran sanctions
Meanwhile, the US’ re-imposition of 
sanctions on Iran has thwarted many 
companies’ ambitions of tapping the 
country’s pent up demand for not just 
consumer goods, pharmaceuticals and 
perishables, but oil and gas related cargo 
as well.

For many companies based in the 
Middle East, trading with Iran was a large 
and lucrative part of their business. 
“Many businesses were excited about 
the prospect of doing business in Iran, 
because of its oil and gas developments 
and its broad accessible consumer base 
of 80 million people, 73% of whom live 
in urban centres and 60% of whom are 
under the age of 30,” notes one air cargo 
analyst, with the reimposition of sanctions 
also affecting business confidence. 

He says the differences between the 
European Union and the US over the 
sanctions has put a number of business 
owners into difficult positions, because of 
the fact they cannot comply with one set 
of regulations without breaching others.

Opportunities
While an outcome to the Iran problem 
remains to be seen, one thing that 
appears clear within the region’s air cargo 
sector is that technology will be a key 
driver of change and growth in the Middle 
East as it is across the industry. In an air 
freight market that remains challenging, 
with fast-changing demand patterns, 
Flydubai Cargo is keen to point out that it 
is continuing to innovate, “becoming the 
first airline to use blockchain technology 
in the air freight industry in partnership 
with dnata, Emirates Innovation Lab and 
IBM”, the Dubai-based belly carrier says.

The blockchain-based solution replaces 
paper-based contracts with smart 
contracts and integrates all key trade 
process stakeholders from the purchase 
order stage and will certainly become 
an increasingly common concept in the 
industry as the months go by.

The carrier also continues to use only 
electronic Air Waybills (e-AWB).

Flydubai also began, in 2018, to offer live 
animal transport across its network with 
additional features such as door-to-door
 or airport-to-airport transport and the 

option to book return flights for pets and 
other live animals.

For Coyne Airways, set to celebrate 
its 25th year of operations and with a 
new managing director, Tristan Koch, 
the carrier sees a continuation of cost-
consciousness from the shippers and 
greater competition between different 
transport modes. This includes for 
specialty products like pharma and fresh 
flowers, once again reviving the old bug-
bear of ocean shipping.

Rationalisation of freight capacity
Coyne also anticipates, “increasing 
rationalisation of freight capacity and 
demand, with yields being pushed up; and 
some disruption to traditional flows from 
China to the US, with some cargo being 
diverted regionally”.

In a rapidly changing geopolitical and 
trade environment, the region’s energy 
riches and air freight infrastructure seem 
set to continue to provide opportunities – 
particularly for those that can
rapidly adapt.
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Stalling world trade growth in the final 
quarter of 2018 that contributed to a 
slight fall in air freight traffic figures during 
the final months of last year have led the 
International Air Transport Association 
(IATA) to reappraise – with a view to 
downgrading – its forecast for 2019. 

The stagnation in world trade in the final 
quarter follows weakening economic 
growth rates in China and the European 
Union in the second half of last year that 
the IMF expects to continue into the first 
few quarters of 2019. Along with the US-
China trade dispute, these are among a 
number of factors that have caused the 
IMF to downgrade its forecasts for world 
economic growth this year to 3.5% from 
the 3.7% forecast in its October report 
– and from the estimated growth rate of 

3.7% in 2018. The IMF also reduced its 
2020 global growth outlook from 
3.7% to 3.6%.

It said the Eurozone, and Germany in 
particular, had seen weaker industrial 
production, and concerns in Italy 
about sovereign and financial risks had 
weighed on domestic demand, while the 
contraction in Turkey is now projected 
to be deeper than anticipated. Although 
the IMF’s growth forecast for the United 
States remains unchanged, with growth 
expected to decline from 2.9% in 2018 
to 2.5% in 2019 and soften further to 
1.8% in 2020, its forecast for growth in 
advanced economies overall is projected 
to slow from an estimated 2.3% in 2018 to 
2.0% in 2019 and 1.7% in 2020 – around 
0.1 percentage point lower than in the 

IMF’s October forecast, mostly due to 
downward revisions for the euro area. 

Brian Pearce, chief economist at IATA, 
told CAAS that the organisation will be 
releasing a revised air freight forecast at 
the World Cargo Symposium in March 
and that the association believes its 3.7% 
growth forecast for 2019 “now looks 
optimistic”. He explained that towards the 
end of last year, when the organisation had 
released its most-recent forecast for 2019, 
it had thought the weakening in air freight 
last year was a temporary impact from 
the ending of the business restocking 
cycle. However, in the fourth quarter, the 
new factor was that overall world trade 
stopped growing – a sign of the wider 
pressures from protectionism that also 
had a similar effect on air freight traffic. 

OUTLOOK 2019 REPORT

World trade growth and air freight growth stalled in the final 
quarter of last year, causing IATA to review its forecasts for this 

year, reports Will Waters

Weaker economic outlook 
clouds prospects for 2019
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Abrupt stop
Indeed, an analysis briefing by IATA in 
early February noted: “In the final quarter 
of 2018, air freight tonne kilometres flown 
abruptly stopped growing.” 

IATA’s analysis broadly matches 
observations by WorldACD, which noted: 
“Air cargo showed two distinct faces 
in 2018 as a whole. Each month in the 
period January to August showed year-
on-year (YoY) volume growth, albeit in 
ever-smaller percentages as the year 
progressed. Still, the 3.7% YoY overall 
growth in that period looked good, given 
the fact that 2017 had been a bumper 
year. 

“In the period September to December, 
however, things started to look much less 
positive. Three out of the four months 
showed a YoY volume decrease, resulting 
in an overall decrease for this period of 
0.6%. Volume for the whole year was 2.2% 
up on 2017.”

In a wider update analysis seen by CAAS, 
IATA made similar observations, noting: 
“Air cargo grew strongly from late 2016 
and during 2017, as shippers turned to air 
freight to rapidly restock their inventories, 
having been caught out by the strength of 
the economic upturn. Air cargo volumes 
then slowed sharply last year, when the 
inventory restocking cycle reached its end 
as businesses once more had comfortable 
levels of inventory and switched to slower 
but cheaper modes of transport.  

“As a result, having gained share of world 
trade in 2017, air cargo started to lose 
share in 2018. So far, that was a typical 
restocking cycle; nothing to worry about.  
We had expected underlying growth 
trends to then resume. However, that 
changed in the fourth quarter of 2018 
when not only was air cargo depressed by 
the end of the restocking cycle, but overall 
world trade stopped growing.” 

Border frictions
IATA noted that industrial production and 
GDP continued to expand in the fourth 
quarter, highlighting that “the stalling of 
world trade reflects not weaker demand, 
but border frictions”. It described Brexit 
as “one manifestation of wider populist 
political pressures that have damaged 
cross-border trade and supply chains. 
Another is the tariff war between the US 
and China.” 

With the US threatening to more 
than double tariffs to 25% on 
another $200 billion of Chinese 
imports on 2 March, IATA said 
that “unless these wider world 
trade problems are resolved, our 
forecast for 3.7% FTK growth 
this year is now looking rather 
optimistic”.

In its observations in December 
on air freight pricing, IATA had 
forecast that average yields 
would increase by around 2% in 
2019, following on from rises of 
around 10% in 2018, although 
these predictions may now 
also be subject to revision, with 
capacity growth having now 

outstripped demand growth for the last 
10 months.

Indeed, WorldACD noted that, alongside 
a 3.5% YoY fall in chargeable weight in 
December and a 5.8% month-over-month 
(MoM) decline, average worldwide air 
cargo yields moved slightly downwards 
to US$2.00 in December 2018, 2.2% 
lower than in December 2017 and 3.7% 
lower than in November 2018 – although 
measured in euros, December’s yields 
increased by 1.7%, YoY.

WorldACD commented: “Viewed against 
the market developments we witness 
since September, December can be 
justly characterised as weak: the ‘double 
whammy’ of negative volume growth with 
negative yield growth made for a YoY 
airline revenue drop of 5.6% in US dollars 
(-1.9% in euros).”

OUTLOOK 2019 REPORT
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Air freight continued to grow in 2018, 
especially in the pharmaceutical and 
perishable goods sector, and with 
e-commerce heavily relying on air 
transport, the potential for further growth 
is significant. Airlines are increasing their 
cargo capacity, either by adding more 
belly space in their widebody passenger 
aircraft or investing in new freighters. 
At Unilode, we experience the fleet and 
cargo demand growth of the industry 
firsthand as we continuously need to buy 
new ULDs to provide the containers and 
pallets, which our customers need, either 
for their new aircraft or to meet their 
growing cargo requirements.  

Customers expect greater reliability, 
transparency and visibility − both in B2B 
and B2C environments − and this is not 
only a challenge but also an opportunity 
for the air cargo business to innovate and 
add value in the air cargo supply chain. 
The ongoing digitalisation initiatives and 
projects of various stakeholders in our 
industry will greatly enhance end-to-end 
visibility and further reduce or eliminate 
some cumbersome and error-prone 
paper-based processes. At the same 
time, it will put the airline cargo offering 
much closer to the one of the express 
integrators.

Collaboration among industry 
stakeholders will become more crucial 
for the success of making air cargo able 
to meet customers’ expectations for 
more reliability, speed, operational and 
cost efficiencies. Unilode invests heavily 
in its digital transformation programme 
in collaboration with technology 
providers, ULD manufacturers, and 
ground handling operators and firmly 
believes that the digitalisation of the ULD 
fleet is the enabler for an accelerated 
improvement in air cargo. New and 
superior technologies such as the latest 

version of Bluetooth 
Low Energy (BLE) digital 
tags embedded into 
the structure of the 
ULDs, with sensors for 
temperature, humidity, 
light and shock and inflight 
reading capabilities, will 
make Unilode’s ULD fleet 
able to deliver the data 
that customers need 
to give them a competitive edge in the 
market and meet their own customers’ 
expectations. 

Safety remains the top priority in air 
cargo, and ULDs are one of the areas that 
the industry has to continue to focus 
on to increase the safety of passengers, 
crew and aircraft. We have seen some 
improvements in the ground handling 
sector, but further changes in processes 
and work practices are necessary and 
collaboration among all stakeholders is an 
absolute necessity. On top of this, Unilode 
is working on the combination of sensors 
with inflight capabilities and fire-resistant 
containers to contribute to securing a 
safe environment for air cargo.

I believe that 2019 will be a positive year 
for air cargo, with some exciting digital 
transformation projects on the go. It will 
also be interesting to watch the dynamic 
of the airlines striving to get a bigger 
share of the air cargo business from the 
integrators by professionalising their 
offering and opening new trade lanes. 
Equally, the introduction of Amazon and 
Alibaba’s own air cargo capabilities will 
put pressure on the supply and force the 
industry to reinvent itself.  

Benoît Dumont, CEO of Unilode 
Aviation Solutions

Digitalisation of the ULD fleet can accelerate 
improvements in visibility and quality, believes Unilode’s 
Benoît Dumont

Technology bringing air freight closer 
to the integrators
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Specific to our business – air cargo 
road feeder services (RFS) 
Migration of air-cargo growth to 
‘secondary’,  ‘freighter friendly’ airports 
has been a reality for two years now and 
is becoming a trend in Europe which I 
expect we’ll see more of this year. The 
legacy airports are increasingly congested 
by infrastructure and space and restricted 
by slots and curfews and they didn’t 
benefit from growing air cargo volumes 
in 2017 and 2018 to the same extent as 
challengers such as LEJ, LGG, LUX. 

Air cargo ecosystems remain focused 
on the mega hubs such as AMS, FRA and 
LHR and this is driving growing demand 
for RFS between the legacy airports and 
their challengers. But it is also driving 
the development of RFS networks from 
and to the challenger hubs, and we’ll see 
ecosystems developing in 2019 around the 
challenger hubs.  

Breakthrough year for verticals
2018 was the breakthrough year when 
we witnessed big growth in demand for 

niche products, which rewarded the 
investments made by airlines, airports, 
handlers and RFS providers. Success 
in verticals such as aerospace and life 
sciences requires sharp and determined 
focus on collaboration, quality and 
transparency. The fact that we are 
succeeding gives me optimism that the 
air-cargo industry has the ability and 
appetite to change and improve. Biotech 
in particular will grow significantly this 
year for Europe.  
 
General road freight issues
We had to make significant adjustments 
in the past two years to comply with 
various pieces of new legislation which 
restrict the employment and movement 
of truck drivers in many EU countries. 
Wallenborn fully complies with all national 
and European legislation laws, although 
it is onerous and we had hoped that the 
European Council would step in and 
harmonise legislation. They missed an 
opportunity to do that, and with MEP 
elections coming in May, we don’t expect 
any harmonisation this year. 

Continuing trend will see 
RFS networks and air freight 
ecosystem developing in 2019 
around the ‘challenger hubs’, 
believes Wallenborn’s Jason 
Breakwell

Europe’s shift to 
secondary cargo 
airports
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Many transport companies have not 
adapted to the new legal environment, 
which already resulted in a tightening of 
capacity in every quarter since the second 
half of 2017, and the national laws on 
drivers weekly rests are being aggressively 
enforced. Higher labour costs and lower 
productivity are the main impacts of this 
legislation and after steady increases in 
2017 and 2018, I expect transport rates will 
continue to rise this year.

There remains an urgent need for more 
of both basic and secure truck parking 
on many of Europe’s trunk routes and 
it’s good to see the EU and TAPA have 
committed to establish and grow a 
network of validated SSTPAs (Safe & 
Secure Truck Parking Areas).
 
Greener freight
On the subject of collaboration, we need 
a joined-up approach to drastically cut 
the environmental impact of freight 
transport. We are increasingly seeing bold 

and dynamic commitments by cities to 
become carbon neutral within just ten 
years, but most environmental initiatives 
in the freight arena are focused on 
incremental improvements and we need 
more ambition, vision and action. 
We at Wallenborn dearly want to launch 
long-distance electric trucks and we 
have customers that are willing to pay 
a premium in return for a measurable 
benefit to their environmental impact. 
National governments or private partners 
need to invest in truck (electrical) 
charging facilities along trunk routes. 
Wallenborn has a 100% Euro6 fleet and 
for many years, road tolls in Germany 
were significantly lower for Euro6. From 1 
January 2019, the toll gap between Euro4 
and Euro6 narrowed to just €0.0021 per 
km. For now, e-trucks pay zero ‘LKW 
Maut’. 

Is this a gimmick, or will it motivate 
established truck manufacturers or start-
ups to fast-track e-truck solutions?

 

Jason Breakwell is commercial 
director at Wallenborn Transports

After extended losses beginning in 
Calendar Year 2000 and only meagre, 
infrequent spells of recovery through to 
about 2016, many US airports have now 
finally strung together consecutive years 
of localized gains – although about 60 
of the top 100 are still below CY2000 
cargo throughput levels. Long gone are 
several once-important all-cargo carriers 
such as Airborne Express, BAX Global, 
Emery Worldwide and Kitty Hawk, and the 
resultant vacancies at US cargo facilities 
are compounded by the effects of 
consolidation of US passenger airlines and 
third-party cargo handlers. 

In many cases, available space at vintage 
US airport facilities may be unsuitable to 
contemporary needs, especially for a still-
evolving e-commerce sector. But while 
still at cargo deficits to past peak years 
and with vacant facilities, many airports 
have struggled to justify new investments 
in the facilities and infrastructure to 
support cargo growth for the mid- to 
long-term.
Nevertheless, improvements stalled 
close to twenty years can no longer wait, 

and several major US 
cargo gateways already 
seem to be advancing 
plans for significant 
upgrades. A new coat of 
paint is inadequate to 
address the operational 
implications of dramatic 
market share shifts 
from domestic to 
international and from 
passenger aircraft 
bellies to freighters – 
and larger freighters 
than anticipated when 
aircraft parking ramp was designed at 
many of these gateways. To cite but one 
example, proposals for a monumental 
cargo property redevelopment at LAX are 
due in the first half of 2019.

Many domestic-focused cargo airports 
are also likely to require improvements, 
as well. Operational cuts made after the 
recession of 2008 by integrated carriers 
FedEx and UPS seemed to finally be 
reversing. Whether such developments 
would require additional facilities or 

simply layer another operating window 
over existing capacity will be determined 
case-by-case. 

At least as interesting will be the still-
evolving network impacts of Amazon 
and potentially other e-commerce 
businesses that could opt to more directly 
control their air networks. More like the 
traditional integrators than perhaps any 
side would concede, Amazon has the 
resources to establish its own gateways 
in alternative airports where non-

A new era of development for
US and Chinese airports

Michael Webber
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integrated carriers might fear the erosion 
of handling, trucking and other common 
services. Consequently, less obvious 
options such as Stockton, California and 
Lehigh Valley (Allentown), Pennsylvania 
have been presented with air cargo 
growth opportunities unthinkable not 
long ago. 

One of the only other national markets 
large enough (geographically and 
economically) to support a national and 
regional network comparable to the US, 
the continued maturation of the Chinese 
markets – both domestic and international 
– will remain a fixture of cargo industry 
interests for years to come. While growth 
at the macro level is certain – even in 
spite of occasional disruptions caused by 
trade skirmishes – competition between 
Chinese airports and their sponsoring 
provinces is at such a frenzy that it has 
no proximate equals anywhere. While 
US and European airports may have 
comparable enthusiasm, none have the 
almost unconstrained financial resources 
nor often the undeveloped land resources 
for such pursuits. 

Network developments among Chinese 
all-cargo carriers and e-commerce 

firms should also be full of intrigue. 
Largely content to depend upon foreign 
partners for transcontinental lift thus 
far, these commercial interests are 
certain to eventually leverage uncommon 
economies of scale gained from their 
domestic operations to build proprietary 
global networks. Will potential economic 
development opportunities, otherwise 
depending upon growing international 
trade, instead languish due to trade wars? 

And if so, who will benefit politically, if not 
economically? I guess we’ll find out in the 
next twelve months.

Michael Webber is associate vice 
president at global aviation planning 
and development consultancy 
Landrum & Brown 

The air cargo industry looks set to 
continue on a path of growth and 
expansion in 2019, although this may 
be somewhat tame when compared 
to the previous 12 months. Many of 
us in the air freight business were 
caught off guard by 2017’s demand 
for air cargo, which led to both 
new opportunities for business and 
unexpected challenges. Generally, as 
a result of being unprepared, there 
were higher-than-usual waiting 
times, congestion, and a capacity 
shortage. 

In 2018, everybody was much 
better prepared. This also looks 
set to be less of a problem in 2019, 
with many of the major industry 
forecast reports predicting a slight 
slowdown in growth. Everything 
comes in cycles, and air freight is no 
different.

There were many challenges we 
faced in the last year that may 

continue to pose as an issue in 2019, 
such as the threat of an escalating 
trade war, protectionism, and rising 
political instability in certain parts of 
the globe. We have also been met 
by a labour shortage which needs 
addressing, as well as the need 
for industry to better adopt new 
technologies in order to become 
more efficient, transparent, and 
productive.

For TIACA, it has also been a year 
beset by much change. We became 
more global than ever before, 
forming strategic partnerships 
and alliances with associations 
and organisations on nearly every 
continent in the world. The year saw 
us redefine the TIACA strategy as a 
whole, as well as take positive steps 
towards improving our financial 
situation. We have formed a basis 
on which we will continue to grow 
and stay relevant in a changing air 
cargo universe, something that 

TIACA: achievements, 
reflections, and plans for 2019
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we will resume in 2019. We signed a new 
partnership with Germany-based global 
trade organiser Messe Munchen, who are 
now looking after our signature Air Cargo 
Forum, which I believe will lead to even 
more positive change for our association.

TIACA can also stand proud for having 
enacted its new Cargo Service Quality 
(CSQ) initiative, which is being adopted 
by airports and forwarders across the 
globe in order to drive up standards and 
quality. We definitely want to expand 
and grow this initiative further globally; 

we have to keep up the momentum. So 
far the feedback has been very positive. 
Our ambition is to double the number of 
participating air cargo terminals in 2019.
Training is another concept that we have 
embraced significantly over the past year, 
with new initiatives with TSA Group and 
Brussels Airport Community, in addition 
to our other usual training initiatives. We 
also carried out a successful Air Cargo 
Supply Chain Internship, along with our 
partners Air Canada Cargo, which involved 
young people from a number of different 
supply chain companies learning from 

each other’s businesses and networking. 
This is a perfect initiative to attract 
and retain talents in our industry. Our 
ambition is to roll this initiative out to 
other communities globally.

TIACA will continue to advocate for air 
cargo’s best interests, putting our industry 
on the map, and preaching about our 
pivotal role in world trade.

Sebastiaan Scholte is chairman of The 
International Air Cargo Association 
and CEO of Jan de Rijk Logistics

As always, it’s very difficult to predict how 
the air cargo industry will perform in 2019 
given the ever-changing geopolitical and 
economic landscape. However, CHAMP 
believes that irrespective of these external 
drivers, the air cargo community will 
continue to search for better means in 
managing their business through the 
adoption of new technologies and IT 
SaaS (software as a service) applications. 
Modern technology platforms will 
enable the community to share critical 
information more seamlessly as well as 
using data to provide better insights and 
data-driven decision making. In order to 
remain competitive, the industry needs to 
be agile and able to adapt their offerings 
to suit specific market conditions; the 
right technology partners help achieve 
this.   
 
As well as continuing to enrich existing 
products, CHAMP is broadening its 
portfolio in several areas, most notably 
in the areas of data analytics and 
services that provide better visibility on 
business performance − and, in 2019, 
APIs to facilitate the interaction with 
external applications and IoT devices. 
Furthermore, the CHAMP Innovation 
Team is exploring using natural language, 
IoT real-time monitoring, and augmented 

reality to build additional value for our 
customers’ customers. 
 
CHAMP remains a leader in cargo 
software and forecasts double-digit 
growth for next year. It will continue 
to expand its community of customers 
and to heavily invest in its solutions to 
further support its clients to satisfy 
their customers’ needs and to evolve 
in the digital world. Some of CHAMP’s 
expansion plans include providing services 
to the shippers. This will be done by 
capitalising on CHAMP’s worldwide digital 
reach through current and new portals, 
APIs, and regulatory-based community 
services, and ‘Single Windows’ − services 
that enable and facilitate global trade 
opportunities.
 
We anticipate the key drivers for our 
industry to remain constant, which 
include increasing transparency and 
collaboration among the key stakeholders 
in our community and further adopting 
new technologies, which increase 
efficiencies both from a commercial and 
operational side. 2019 will continue to be 
a year of focus for how new technologies 
can be adopted by our industry and 
community in further digitising and 
facilitating trade.

Capitalising on
new technologies

Nicholas Xenocostas, VP commercial 
and customer engagement, CHAMP 
Cargosystems
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In general, I’ve always enjoyed working 
in the air cargo industry. That is, except 
for those moments a customer would 
call and say: ‘where is my cargo?’ Every 
time a customer called to ask ‘where is 
my cargo?’, my company had failed. Not 
by having a disruption in a shipment’s 
movement, but by creating a situation 
where the customer eventually had to 
make that phone call. I would never know 
the answer without further research; and 
to make things worse, the real question 
always turned out to be: ‘so what is going 
to happen next?’

Our industry’s answer to this situation has 
mostly been the creation of better access 
to tracking and tracing solutions. Surely 
these systems have their merits, but they 
don’t address the real core of the failure. 
Tracking and tracing merely offer data on 
the whereabouts of a shipment, and that 
data is useless without the shipment’s 
planning. Only when planning is known, 
will the whereabouts of a shipment offer 
information on whether that shipment is 
still on track, or whether corrective action 
is needed. 
A customer should never have the need 
for tracking and tracing; they should be 
comfortable to know that their provider 
will take care of things if an agreed service 
deviates from planning, and informs them 
accordingly.

This realization will make customers 
more demanding on information from 
their air cargo providers, and every 
provider, from ground handler to carrier 
to forwarder, will take more steps towards 
not just sharing information on where a 
shipment is, but on implementing proper 
workflow management to actively monitor 
shipments and keep their customers 

and business partners 
updated.

Control for profitable 
business
For profitability, air cargo 
needs optimal utilisation 
of the ever-fluctuating 
capacity on its flights, 
despite continuously 
changing demand. 
Cargo flows need to 
be managed, matched, 
mixed, bundled, dispersed 
and ultimately delivered 
in a reliable fashion. Some 
customers need direct services on specific 
flights and specific facilities, while some 
merely ask for reliable delivery. Some 
buying decisions are driven by extreme 
urgency, and some merely by price; most 
are driven by both. Our industry needs to 
be able to deal with all of them.
The ability to offer a varied portfolio of 
products that meet the requirements of 
high-yield traffic as well as offer low-cost 
solutions on one single infrastructure 
and flight network requires product 
differentiation. For that, relevant 
differentiators are needed that can 
reliably be demonstrated to the industry’s 
internal and external customers.

Beyond ‘track & trace’ 
Planning and control are key to delivering 
a diversified, profitable product as well 
as maximising capacity utilisation. Not all 
shipments can be ‘must ride’, but in the 
end all must ride.
Shipment control creates the trust 
that allows providers to be flexible in 
their execution and optimise flights and 
networks. Shipment control reduces 
costs of failure, increases customer value 

and, therefore, yield. In many ways, it is a 
necessity to cater for new traffic flows, 
such as e-business.

However, shipment control is not the 
same as offering tracking and tracing. It is 
taking the need for tracking and tracing 
away, by being reliable according to the 
product sold, continuously monitoring 
the shipments under one’s care and 
proactively sharing planning and any 
deviations from it, including a solution.

Piece-level visibility
This year will see the industry’s first 
concerted offerings for planning 
and control of the individual pieces 
of a shipment; full door-to-door 
transparency on a piece level will become 
available. While this service will initially 
be addressing shippers’ needs for 
transparency, it will be the first step on a 
road to further operational efficiency and 
improved capacity utilization. 

Ariaen Zimmerman is executive 
director of Cargo iQ

Because tracking and tracing isn’t enough, argues 
Cargo iQ’s Ariaen Zimmerman

Planning &
Control
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2018 was a year of steady growth for the 
air cargo industry globally. Although we 
did not witness the extremely high growth 
rates of the previous year, progress was 
still very positive. At Emirates SkyCargo, 
2018 was an exciting year and we moved 
close to 2.6 million tonnes of cargo 
around the world. 

We continued with our focus on 
specialised products: Emirates Pharma, 
our specialised suite of solutions for 
moving pharmaceutical shipments, has 
continued to meet with a lot of successes. 
For example, last year we flew over 73,000 
tonnes of pharma cargo. In the last 12 
months, we also moved over 400,000 
tonnes of fresh vegetables, fruits, and 
other produce, meat and seafood under 
the Emirates Fresh product across six 
continents.
 
Emirates SkyCargo also introduced new 
specialised solutions for specific goods 
− for example, Emirates AOG for the 
rapid transport of aircraft components, 
and Emirates Pets. We will continue to 
focus on specialised products for 2019. 
Customers want specialised handling 
and transport solutions for their cargo, 
and the industry is shifting away from 
moving boxes. We will ensure that all 
our products and solutions are closely 

matched to customer 
requirements.  
 
Another focus area 
for the industry has 
been transparency. 
Customers want 
increasing visibility on 
the shipment process. 
Helping know exactly 
when their cargo will 
be delivered helps 
customers in planning 
their activities better, 
which ultimately 
adds value to both 
businesses. ‘Delivered 
as Promised’ forms 
part of the core ethos 
of Emirates SkyCargo 
and in March 2018 we 
received Cargo iQ certification − which 
has transformed the way we proactively 
interact with our customers on shipment 
status. Using our 24-7 operational Cargo 
Operations Control Centre (COCC), we 
track live shipment progress data against 
pre-determined milestones and take 
corrective action in case of deviation or 
delay. 
 
In 2018, we started freighter services to 
Maastricht in the Netherlands and also 

began offering belly hold cargo capacity 
to Santiago (Chile), Stansted (UK) and 
Edinburgh (UK). We’ll closely monitor 
our network and ensure that capacity is 
deployed where there is demand.
 
Emirates SkyCargo’s ‘customer first’ 
approach combined with our continuous 
investment in infrastructure and 
resources will help us in retaining our 
position as one of the leaders of the 
global air cargo industry in 2019. 

The air freight sector is shifting away from just moving 
boxes, says Nabil Sultan, Emirates’ divisional senior VP 
of cargo

Specialised products 
and transparency
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We expect 2019 to be a positive year for 
Africa despite some of the challenges in 
the global air cargo sector. 

With projected growth of 10% in 
perishables traffic from east Africa to 
Europe in 2019, Astral will continue to 

operate four weekly scheduled 
flights on the B747-400F, wet-
leased from Air Atlanta, for 
perishables bound for the UK 
and European markets.

The intra-African sector looks 
promising, with an increase in 
volume expected in 2019 as 
more African countries sign 
up for the biggest economic 
block in the world, the African 
Continental Free Trade Area, 
and the Single African Air 
Transport Market, which will 
result in an increase in air 
connectivity between African 
member states.

In 2019, Astral will increase its footprint 
in African by offering new air freight 
solutions to DR Congo, Zambia and 
Burundi from its Nairobi hub.

However the impact of the strong US 
dollar, global fuel prices, and elections in 
South Africa and Nigeria will make 2019 an 
interesting year for Africa.

Meanwhile, we are awaiting regulatory 
approval from Kenya’s CAA for the pilot 
project for the FlyOx Cargo Drone, with 
its 2 tonnes of cargo payload. We expect 
to commence the trials in March 2019 
and remain confident that Astral will be 
the first airline in the world to offer a 
commercial service with cargo drones

Sanjeev Gadhia, CEO of Astral 
Aviation 

Astral prepares for 
‘an interesting year 
for Africa’

OUTLOOK 2019 REPORT





CARGO AIRPORTS & AIRLINE SERVICES / FEB-MAR 2019 57

In 2018, the big issues impacting the 
international supply chain industry were 
technological developments and the rise 
of e-commerce, with companies waking 
up to the potential of integrating digital 
technology to assist transparency and 
introduce tracking processes. We believe 
this will continue throughout 2019, 
particularly as e-commerce booms in 
countries such as China and Malaysia, and 
the retail sector continues to transform.

At Tigers, we are focused on 
technology and e-commerce, which 
is why last November we launched 
SmartHub:Connect, a cloud-based 
platform combining freight, e-commerce 
and logistics, offering global visibility for 
both B2B and B2C fulfilment. We have 
invested in this technology to offer our 
customers a global e-commerce solution 
and ensure we are leading the way for 
digitisation in the supply chain. 

Last year, we also expanded our global 
network by opening new facilities in the 
US, Germany, China, and Malaysia to serve 
the growing e-commerce market and to 
meet our increasing customer demand. 

Our prediction for 2019 is that supply 
chain companies will need to embrace 
new technologies to improve productivity 
and stay competitive. However, an 
associated challenge of this development 
will be an increased need for online 
security within the supply chain as the use 
of digital technology grows. 

Attracting and retaining new talent to the 
industry will also be a challenge to keep 
up with the evolving business landscape 
and ensure the industry progresses in 
line with technological advancements and 
consumer habits.

Andrew Jillings is CEO of Tigers, a 
specialist in e-commerce fulfilment 
and supply chain solutions 

One key challenge will be an increased need for online security 
within the supply chain as the use of digital technology grows, says 
Tigers CEO Andrew Jillings

E-commerce will continue 
transforming logistics in 2019
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This year will see a continuation of 
the strong growth we have seen 
in temperature-controlled goods 
transported via air freight. Global demand 
is increasing thanks to a rising population 
and people living longer, meaning more 
perishables and pharmaceuticals are 
needed for transport every year.

The requirements for handling 
temperature-controlled goods are 
evolving as we strive as an industry to 
make improvements to the cool chain and 
ensure that the cargo arrives safely and 
securely to its destination. 

However, with growth comes challenges, 
and temperature-controlled logistics is 
no exception. Despite our best efforts, 
millions of tonnes of food are wasted or 
lost every year, and thousands of children 
are dying due to infrastructure shortage, 

resulting in medicine not reaching the 
people in need.

In the perishables market, it is estimated 
up to a third of all food transported is 
wasted, which is an estimated 1.3 billion 
tonnes a year. More visibility is needed 

in order to reduce the amount of waste 
and loss, so that products such as fresh 
produce can be tracked along the entire 
chain, from harvesting all the way to its 
final destination.

It is important that we develop standards 
in the transport of perishables like fresh 
food similar to those the cool chain 
already employs in pharmaceuticals, 
such as the MAWB temp range and 
transmission electron microscopy (TEM) 
label.

Likewise, in the pharma industry, cool 
chain partners must come out of their 
data silos to ensure the best service in 
a rapidly evolving pharma landscape, 
where patients expect tailored products 
to be delivered to their door, or even 
administered by a nurse.

I believe every player in the cool chain 
has a responsibility to help address these 
issues and an opportunity to increase 
our service excellence. The Cool Chain 
Association is eager to play its part in 
bringing industry stakeholders together 
to discuss solutions, support research, 
and facilitate better collaboration. 
We must work hand-in-hand with 
the pharmaceuticals and perishables 
industries in order to improve product 
integrity and patient health and safety 
and that means sharing information and 
learning to collaborate.

At our Pharma conference in Paris 
in September, we will be focusing on 
that last mile and looking at solutions 
from drones to how to support the 
organisations tackling that challenge, such 
as UNICEF, the World Health Organization 
(WHO), Gavi, and the Bill & Melinda 
Gates Foundation. Later in the year, our 
Perishables conference will be looking to 
further our campaign to reduce food loss.

Stavros Evangelakakis, chairman of 
the Cool Chain Association 

Evolving requirements for handling 
temperature-controlled goods  
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In today’s e-commerce world, everything 
is just one click away. Now more than 
ever, customers will expect faster, free-of-
charge delivery of their goods worldwide.

Trade tensions internationally will 
continue to mount. As a result, air freight 
growth will slow. Overall, however, 2019 
will see more cargo flown than 2018.

More countries or governments 
worldwide will be open to trialling and 
potentially adopting UAV (unmanned 
aerial vehicle) technology. UAVs represent 
a promising path for reducing costs, 
increasing infrastructure utilization, and 
improving economies in remote or rural 
locations. 

The collaboration between UAV 
developers and manufacturers, 
regulators, airlines, and logistic 
companies will strengthen.

The upcoming UAV regulation 
in the EU will formalize the shift 
from a weight-based approach 
to a risk- and performance-
based one with a focus on 
reliability.

We anticipate a lot of progress 
being made on the regulatory 
front in 2019, and this is the 
part we are looking forward 
to the most. With the EU and 
others formalizing their rules 
and serving as guides to the rest of the 
world, we anticipate 2019 will greatly 
accelerate the UAV industry in clarifying 
both technical requirements and paths 
to adoption and integration into the 
airspace. We couldn’t be more excited 
about that.

Svilen Rangelov, co-founder and CEO 
of cargo drone developer Dronamics

Last year exceeded our expectations 
both in terms of revenue and efficiency 
of the fleet’s utilisation. This forthcoming 
year is going to be special for us: it was in 
1989 that our aircraft became the first to 
operate commercially in what was a new 
segment of the air cargo market. Thirty 
years of continuous service is a milestone 
we are proud to reach.
 
Whilst the number of aircraft in our 
fleet remains static, a key target will be 
further improving the utilisation of the 
fleet across all of our commitments and 
further reducing the amount of ‘empty’ 
flying. This will release further charter 
capacity to our clients.
 

Towards the end of last year, we gathered 
some vital input from many of our 
customers, to gather their feedback 
on how we could further enhance our 
services to meet the shifting demands of 
the marketplace.
 
As with every year, new or extended 
regulations, in particular with congested 
airspace, mean we have to work hard to 
stay ahead of the game with the fleets’ 
compliance. We expect airports and 
regions in the EU and Middle East to 
tighten their procedures during 2019 and 
we will be ready.
 
In March, we look forward to the return 
to service of the AN-225 and plan to 
exceed 2018’s record year of commercial 
flying for our customers.
 
We will be participating in a number 
of events across the globe this year, to 
ensure we are in touch with all the market 
verticals, as we see great potential in each.

Graham Witton is managing director 
of Antonov Airlines

Great expectations 
from the UAV 
market in 2019

Maximum 
Capacity

Antonov marks 30 years 
operating outsize freighters 
commercially

OUTLOOK 2019 REPORT
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Technology can turn scheduled air cargo 
into the ‘virtual integrator’ required 
by new e-commerce customers – if its 
constituent links will collaborate now 
and seize the opportunity of this logistics 
revolution, says Stan Wraight

A second chance

Through over 40 years of the broadest work experience 
possible in air cargo, I believe I can now safely say I know what 
we did wrong as an industry, as well as having insight in the 
possibilities to correct those mistakes.

Over the past 40 years, airlines gave away the express and small 
package market to integrators who understood the customer’s 
product needs and how to organise around that. And 30 years 
ago, though airline incompetence, we airlines, through IATA, 
gave away the rest of the possibilities to retain yield through 
pallet pricing and giving away customer relations − the only true 
source of information on needs and demands so the customer 
can succeed − to forwarders. 

Imagine what that decision to go to pallet pricing, which was 
totally driven by reducing handling costs at airports, has done to 
intermediaries’ positive profit margins at the expense of airlines’ 
ability to finance investments and support the high capital 
costs of running an airline. We still have generic rule books for 
minimum charges and volume calculations based on B707 and 
DC8 aircraft of the 1960s, which have no place in today’s world. 
And without control of the airport handling and customer 
expectations, we lost focus.

Revolution in global logistics
Today, we see another revolution in global logistics driven 
by consumer expectations where airfreight is one of the 
major tools in shipper and consignee satisfaction, and that is 
e-commerce and all other verticals requiring speed, security, 
safety and, most of all, transparency. Will the airlines and their 
critical partners like airports, GHAs, GSSAs and IT companies 
now understand the opportunity this presents, or again fall back 
into load factor, FTKs, out-dated rules, regulations, and cost-
reduction modes so typical of the past? 

SASI clients often ask what to expect from the future market 
and our advice is always to look inward into their own 
organisation’s expectations for that answer. Today, everything 
is preferably same-day or next-day, with transparency in all 
aspects of the purchasing process, and delivered as promised 
without delays and without problems. If you expect that as a 
person, why would your business accept less when ordering 
parts, goods and services, or even your basic day-to-day needs? 
This new consumer demand cannot be achieved without air 
freight, and a recent US business review highlighted that on the 

front page with the comment: ‘Now Intel chips are competing 
with dog food to get space on a flight’.

These realities and expectations are not anti-forwarder 
statements as they also struggle and look to scale in network 
and services to meet expectations. It is not anti-integrator 
either, as they also are struggling with B to C, extremely high 
costs, and less-than-efficient hub systems to be competitive. 

Nothing is faster than point-to-point flights
Nothing on earth is faster than scheduled airlines’ point-
to-point (PTP) flights; but we have not learned enough as 
an industry to leverage that new demand and expectations 
− unless we focus on ground logistics, not airplanes as the 
solution. There is nothing different between a United or Cathay 
B777 non-stop flight between Hong Kong and Chicago except 
what they do on the ground, at both ends, to leverage that 
advantage in speed and reliability. 

Airports and all associated industries such as ground handling 
agents (GHA), forwarders and shippers/consignees and airlines 
can benefit if the industry gets out of the silo approach of the 
past and understands what is now possible. Self-interest in 
these vital components (silos) has led to the broken system we 
have today. If we do not do something soon to enable a ‘virtual 
integrator’ possibility in the scheduled air cargo business, 
airlines and the airports they serve in the future will be 
relegated to bit players serving only low-yield and high-volume 
business. Catering to verticals such as pharma, which is the 
focus today, will not save the scheduled cargo business as it’s 
too small a niche. As an industry, we have to become a major 
player in overall logistics.

The way forward
SASI is hard at work with our global airport and facility 
developer clients to implement a ‘Data and Logistics’ corridor 
concept. The clients have accepted this process as a strategic 
objective to work with, as they see this as the way forward: 

OPINION: Stan Wraight
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1) Full data capabilities will have to be there, 
and that will mean systems that support APIs, 
and XML − ASAP. We need cargo community 
systems (CCS) that are ‘plug and play’ at all 
airports, linking all support entities on airport 
and off airport, including last-mile service 
providers and authorities. There is not one 
CCS in North America; unbelievable!

2) GHAs and property developers need to 
work harder in meeting what airports and 
airlines are demanding − which is to build 
facilities that will attract and support the 
airlines who are there, or who want to be 
there, or do not bother bidding for access. 
Airline route development managers are 
telling airports that, on average, 20% of 
revenue on trans-border flights is now coming 
from cargo. At the same time passenger yields 
are declining, so awareness is definitely there 
of the potential. GHAs need the airline clients 
to forge a new relationship with them and 
confide and speak up on their business plans 
and product development objectives. Without 
that greater awareness, how can they facilitate 
that strategy through the entire network? As 
it stands now, GHAs are increasingly faced 
with requests for increased services, yet a 
‘purchasing manager approach’ is taken re 
pricing and length of contracts. 

Engaging systems suppliers
3) As an industry, we must engage the major 
suppliers of material handling systems (MHS 
and ASRS) that support e-commerce and 
express shipments of less than 300 kilos, plus 
larger consignments as well, in this strategy. 
These systems are expensive but necessary at 
airports, as the ‘old school’ way of engineering 
facilities on airport was based on ‘dwell time’ 
− meaning ensuring space and systems could 
cope with peak demand for storage. Today, 
the emphasis must change to how fast, in 
minutes or hours, can I move the cargo into 
and out of the airport facility. That will lead 
to common use ‘machine-cargo’ interface 
developments and solutions, we believe.

4) Airline CEOs and CFOs have to realise 
that what they are seeing today regarding 
the increasing value of air cargo contribution 
to their bottom line and the ever-lower 
passenger fare expectations at the same time 
means we are at a crossroads. I can guarantee 
you that on most long-haul passenger flights, 
cargo can produce a better result for the 
bottom line for airlines if they focus on a 
value-based product portfolio that meets the 

e-retailers’ needs. Yet not one airline revenue 
management system employed or offered by 
IT companies takes this into account, so they 
remain in total ignorance of the possibilities.

5) If airlines and airports still want to manage a 
multi-billion dollar industry through averages 
created by industry associations like IATA, 
FIATA, Airports Council International (ACI), 
TIACA etc., then it’s now time that they step 
up their game and decide how they can help 
create this new world, not just for the benefit 
of their individual members behind closed 
doors with so many differing objectives. 
Nothing will work without a common cause to 
improve; who will lead this? This is my
greatest concern.

‘Virtual integration’ of services
Last would be linking this together to allow 
a ‘virtual integration’ of services in the 
scheduled airline business where all parties 
in the chain will benefit. Ground capabilities 
in logistics are a first objective and a must 
to achieve. Airlines invest heavily in change 
at their home base, but any chain is only as 
strong as its weakest link; therefore they must 
actively support and lobby the airports they 
serve globally to improve and support their 
business plans and objectives − make your 
voice heard!

If we don’t do this, Amazon and large Asian 
entities such as Cainiao, JD.com, SF Express 
and the hundreds of others will continue to 
be forced to develop this capability in house 
in a closed-loop environment; they will do 
it themselves, as integrators were forced to 
do 25 years ago with express. This will drive 
freighters to regional airports more and more 
and away from existing hubs; I know they 
would prefer to avoid this. 

Amazon, I am sure, would have preferred to 
tap into an existing operator’s system in the 
USA if its service requirements could have 
been met − but that did not exist, so they did 
it themselves. Domestic USA without borders 
is quite different and less complex than trans-
border, and the e-commerce world is global 
not regional.

The opportunity for us all is there; will we miss 
the boat?

Stan Wraight is president and CEO of 
industry advisory firm Strategic Aviation 
Solutions International
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SEE YOU THERE! 
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