
June/July 2019caasint.com

Breaking Through
Europe’s cargo-specialist hubs 

Juggling 
act
Efficiently handling 
e-commerce

AirBridgeCargo 
interview 
Sergey Lazarev on 
the first 15 years 

Airport cargo 
real estate   
Building flexibility 
is the key

Cainiao’s 
mission 
Taking logistics to a 
new level

Integrator
focus
DHL’s investments in 
handling automation



ACU_29.2x20.5cm_FP



One story that caught my eye recently 
described how customer dissatisfaction with 
container shipping is continuing to grow, 
which a readership used to criticism of air 
freight may be interested to hear. According 
to the survey by Drewry and the European 
Shippers’ Council, the 250 shippers and freight 
forwarders that took part on average rated 
the service of container shipping lines with a 
score of 3.1 out of 5, slightly lower than last 
year’s average rating of 3.2. That’s also below 
many shipper ratings of air freight, although 
the studies may not be directly comparable.

Nevertheless, this should not encourage 
complacency, especially at the time when 
the continuing process of digitalisation 
is increasing the incentives for air freight 
to digitalise, and the opportunities to do 
so – thanks in part to new data-sharing and 
data-exchange initiatives (pages 50-52), and 
supported by the rollout of digital ULDs 
(pages 54-55).

Technology and e-commerce are two big 
themes again in this issue, including within the 
excellent ‘Europe Report’ starting on page 4. 
Although that focuses largely on the progress 
made recently by mid-sized cargo-specialist 
airports, the success and continuing potential 
of airports such as Liege and Leipzig owe a 
lot to the growth of e-commerce, and the 
potential further development of e-commerce 
hubs there, building around their cargo airline 
and integrator networks.

And the ‘Integrator Focus’ starting on page 22 
illustrates how new technology can be applied 
to improve and potentially automate the 
handling of larger, previously non-conveyable 
shipments, with obvious implications for 
e-commerce traffic.

The interview with ABC’s Sergey Lazarev (page 
32), marking that airline’s 15th anniversary, 
touches on areas including the partnership 
between parent company Volga-Dnepr Group 
and Chinese e-commerce logistics specialist 
Cainiao – an important feature of ABC’s 
partnership and 10-year commitment at Liege 
airport, but also in the growth of the group’s 
B737 freighter-operating express subsidiary 
Atran.

Amazon has been expanding its capacity 
partnerships in the US with Atlas and ATSG 
– and its potential future ownership stakes 
in those operators. And it is reportedly now 
also operating a limited European air express 
network from Leipzig airport – supported by 
DHL – a place where CargoLogic Germany is 
attempting to set up a European base, also 
operating B737 freighters. There may be some 
questions about that company’s application 
for a German AOC, but the direction of travel 
is becoming clear.

The influence of cross-border e-commerce on 
air freight is continuing to build, no doubt to 
some extent in ways as yet unclear. But those 
early movers that adapt to this reality will 
most likely be at an advantage. There are some 
risks involved, as the ‘E-commerce Focus’ on 
page 18 discusses. But there are also ways of 
mitigating that.  
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Regional Report: Europe

Stuart Todd reports on whether Europe’s cargo-specialist mid-sized 
airports can maintain their recent strong performance as market 
growth weakens

Secondary hubs
on the rise

A glance at last year’s annual traffic figures 
– which were always going to struggle 
to compare positively with those of the 
exceptional 2017 – shows that volumes handled 
at the ‘big four’ cargo-handling air hubs in 
Europe – Frankfurt Main, Paris Charles de 
Gaulle, Amsterdam Schiphol and London 
Heathrow – to be in minor decline or at 
best flat. But it was a significantly different 
picture at some of their more modestly sized 
counterparts – even taking into account that 
analysis could be skewed a little given the 
smaller tonnages and a shrinking market – with 
solid to double-digit growth posted by Leipzig 
(+7%), Liège (+21%), Brussels (+6%) and 
Budapest (+15%) airports.

While the continued weakening in air cargo 
demand in the early months of the current 
year has started to weigh on air cargo traffic at 
these airports too – for example, Brussels’ total 
flown cargo was down 8.5% in Q1 on the first 
three months of 2018 – Liège maintained its 
impressive performance with a 10% increase 
in volumes, and Leipzig set a new record for 
monthly throughput in March.
Steven Polmans, director for cargo and 
logistics at Brussels Airport, says: “The bigger 
airports are full, capacity-wise and often 
congested or even restricted, impacting their 
volumes and future growth. This has profited 

some medium-sized airports who have been 
focusing on cargo for a long time and are 
finally seeing their efforts and investments 
rewarded, such as Liège and Maastricht. But 
others are not really seeing any benefit at all 
and are now beyond the point where they will 
be on the map in a structural way.” 

He says a key question is whether cargo 
growth at the smaller airports is sustainable in 
the long-term, for example if we see a further 
decline in volumes. “What the past has shown 
is that most stakeholders have, in the end, 
always preferred to remain at the big hubs, 
even if they were not the best place for them 
to operate,” he says. “But are we finally seeing 
a shift in cargo volumes to smaller airports 
which would amount to a significant change 
in the industry, ushering in more a diverse 
handling model away from one which is very 
focused on hubs? That is another difficult 
question to answer.”

Amsterdam trigger
The congestion issue at Europe’s major 
airports was brought into sharp relief at 
Amsterdam Schiphol in October 2017 when 
the airport breached an agreed annual 
quota of 500,000 air traffic movements 
(ATMs), triggering a slot-reduction process 
in freighter flights. This led to a number of 

cargo airlines transferring some of their flights 
to neighbouring airports, such as Liège and 
Brussels, on a temporary basis.

Since then, cargo operators and their shipper 
customers have had to cope with fewer 
freighter flights operating at Schiphol. In April, 
the Dutch authorities approved a ‘local rule’ 
giving freighters more access to unused flight 
slots, set take effect later this year, although 
the effects of this are expected to be marginal.

Alan Glen, vice president for cargo 
development at Menzies Aviation, described 
slot constraints as “another variable which will 
put pressure on dedicated freighter operations 
at major hubs, and may provide opportunities 
for secondary cargo airports to quickly boost 
volumes”.

Displacement of cargo
Jason Breakwell, commercial director at 
Wallenborn Transports, a major pan-European 
operator of road feeder services (RFS) for air 
cargo, talks of  “a displacement of cargo” that 
has been gaining momentum since the second 
half of 2017 and which becomes apparent 
when comparing the volume growth rates in 
2018 for Europe’s legacy and ‘challenger’ cargo 
gateways.

“It’s too early to judge if the market slowdown 
is having an impact, as a few percentage points 
in the short-term will not solve the longer-term 
capacity constraints at the legacy airports, 
which are not only due to slot limitation but 
are also affected by bilateral (air transport) 
agreements - it being important to note that 
most of the world’s fastest-growing cargo 
airlines are not European - environmental 
controls, real estate and warehousing 
capacity,” he says.

“There is some evidence that the full value 
of logistics activities is becoming clearer to 
airports and this was a factor in the decision 
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to provide more freighter slots at Schiphol for 
the winter 2019 schedules.”

Breakwell adds that the successful cargo-
friendly airports are not small. “Those that 
are growing and will grow fastest are already 
in Europe’s top 10 – Cologne, Leipzig, Liège 
and Luxembourg. I think other airports will 
struggle to catch up as these four have 
already achieved economies of scale and have 
geographical benefits.”

Max Conrady, senior vice president for cargo 
at the Frankfurt Airport Authority, Fraport, 
highlights that some mid-size airports, 
specialising in cargo, such as Leipzig and 
Cologne, have showed a significant growth 
over a number of years, often benefitting from 
the substantial increase in integrator traffic, 
mainly driven by e-commerce. 

“But even these gateways have experienced a 
slowdown over the past few months, which is 
a general trend in the market,” he notes. “The 
competition between different airports in the 
field of cargo is not decided yet and probably 
never will be. However, being a cargo-friendly 
airport is not a matter of size.”

Liège uplift
Of the smaller, cargo-handling airports in 
Europe, Liège has been one of the most 
dynamic in its development in recent years. 
Already an established European hub for 
FedEx/TNT, it is also fast-emerging as a focal 
point for China-Europe e-commerce trade 
flows.

Menzies’ Glen says the Belgian airport is “an 
excellent study in executing an effective cargo 
strategy”, adding: “The Liège team has done a 
great job in growing the business, maximising 
the benefits of their location. Given the 
momentum they’ve built up, I don’t expect this 
to stop.”

For the second consecutive year, the Belgian 
airport has set a new record for cargo traffic, 
volumes rising from 717,000 tonnes in 2017 to 
more than 870,000 tonnes in 2018.

Last autumn, Liège signed a strategic 
partnership with AirBridgeCargo’s (ABC) 
parent company, Volga-Dnepr Group (VDG), to 
significantly increase their existing level of co-
operation. It makes provision to boost ABC’s 
current schedule of eight weekly frequencies 
from Liege to up to 30 flights per week by 
2020.

This spring, ABC announced that it had 
chosen Worldwide Flight Services (WFS) as 
its handling agent at Liege – a new location for 
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the world’s biggest air cargo handler – where 
it will operate a new 12,500 sqm warehousing 
facility scheduled to open at the end of the 
year.

Another 12,500 sqm first-line cargo facility 
is also scheduled for completion at Liège in 
2020, and the airport is also building additional 
aircraft stands for wide-body planes with 
access to the enclosed cargo handling areas 
through an easily-accessible ramp zone. 

Cainiao designation
The strategic partnership with VDG/ABC 
followed Liège’s designation last year as one of 
five global distribution hubs of Cainiao Smart 
Logistics Network, the logistics arm of Chinese 
e-commerce giant Alibaba, the others being 
Kuala Lumpur, Dubai, Moscow and Hangzhou. 

Alibaba group is planning to invest €75 million 
in the Liège hub, with Cainiao leasing a 
220,000 sqm facility that is scheduled to start 
operations in early 2021. The hub will further 
support cross-border e-commerce trade, 
especially between China and Europe. 

VP commercial Steven Verhasselt attributes 
Liège’s power of attraction to the fact that 
cargo has been the airport’s core business 
since the start, more than 20 years ago. 

“Unlike other airports, where the appetite for 
cargo depends on the success, or lack of it, of 
passenger traffic, LGG is a cargo airport, not a 
cargo-friendly airport,” he stresses. Like others, 
the airport depends on market conditions and 
had “surfed the wave of growth in 2017 and 
2018”. But despite a difficult market in 2019, 
first-quarter volumes were 10% better than in 
the record breaking first quarter of 2018. 

“Our #freightersfirst strategy is an asset for 

all freighter operators in good times and 
bad times,” he says. “I believe that cargo 
operators allocate their resources in places 
they are convinced are supportive to their 
development. It is clear that the airports that 
are growing are those that come out with 
a strong cargo strategy. With specialised 
infrastructure and dedicated processes, we do 
believe cargo airports help freighter operators 
to be even more competitive.”

He acknowledges that ‘traditional’ airports 
remain the favoured route for lots of cargo. 
“Consolidators have made their investments 
there for all the right reasons,” he says. “That is 
how large cargo communities have been built 
and they do not move easily.

“But in an ideal world, one without history 
and historical choices, cargo carriers would 
operate into the airports where they can be 
most efficient. These are airports that give 
priority to their operations, that allow them 
the flexibility they need to optimise the use of 
freighters. For the operator, the utilisation of 
the aircraft is key. For the shipper, the time to 
market is key. Liege Airport offers both.”

E-commerce – a golden egg 
Meanwhile, cross-border e-commerce has 
been described in some quarters of the air 
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Regional Report: Europe

cargo industry as ‘a golden egg’. So, could it prove a 
major factor in sustaining the development of smaller 
cargo airports, especially during downturns in general 
air freight market activity, while also serving as a 
differentiator in relation to the mega hubs? 

“E-commerce is a big name and a flag that covers many 
loads,” says Brussels Airport’s Polmans. “If an airport 
has a lot of land available, you are in a better position 
to attract fulfilment centres for e-commerce. But we 
also see a lot of e-commerce via mail or bellyhold of 
passenger aircraft. So many airports and carriers can 
benefit from the growth in e-commerce; but only a few 
will benefit in the near future from a large fulfilment 
centre at their airport.” 

Robert Kleppers, commercial director at Jan de Rijk 
Logistics, another major pan-European RFS operator 
for air cargo, believes big e-commerce players like 
Amazon or Alibaba may favour an integrator hub or 
secondary airport for their traffic as they will have the 
volume for freighters. 

“Others might prefer the more-frequent capacity 
delivered by the combination of freighters and 
passenger flights at the major airports. Smaller 
gateways, such as Liège, will have a role to play, but 
metro hubs are also investing in additional e-commerce 
capacity. They have the big advantage of their 
infrastructure, combined with a network with many 
connections and frequencies delivered by passenger 
flights. This is a disadvantage for LGG that relies on 
freighters only.”

Menzies Aviation’s Glen observes that for e-commerce 
coming from China, the postal ‘route’ is very attractive. 
However, the balance could quickly shift if there are any 
changes in the agreements or treaties governing such 
shipments. While it’s unlikely that any such shift would 
have a long-term effect on volume, it could trigger a 
swift change in the mode of shipment from post to 
general cargo or integrator traffic, should it ever occur.

“The integrator hubs will continue to grow (as a result 
of e-commerce) as they have the advantage in the door-
to-door market,” he adds. “Secondary hubs that have an 
integrator presence should leverage this to grow their 
overall business.”

Space advantage
The fact that e-commerce hubs need to be developed 
to some extent, and are not dependent on existing 
cargo ecosystems, could favour the smaller airports, 
Wallenborn’s Breakwell notes. 

“There tends to be more land available just off-airport 
at the secondary airports than at the legacy airports 

If an airport 
has a lot of land 
available, you 
are in a better 

position to attract 
fulfilment centres 

for e-commerce

”

”
ST E V E N  P O L M A N S

and this is ideal for phased 
development of e-commerce 
hubs,” he adds. “It can also be 
easier to source flexible and cost-
effective labour at secondary 
airports. However, e-commerce 
needs connectivity and the legacy 
airports still have that advantage 
in terms of frequencies and 
network scope.”

He estimates that more than 
50% of the e-commerce traffic 
growth will go to the integrator 
hubs and secondary cargo 
airports, “although a lot will also 
pass through the legacy airports 
from or to hubs at ‘secondary’ 
airports”.

Fraport’s Conrady emphasises 

Cargo grew 6% last year at 
Brussels, but has declined this year
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that even though Frankfurt is not an integrator 
hub, e-commerce is a driving factor in its cargo 
business. “For example, the airmail volume 
at Frankfurt rose by 5.6% in 2018, an effect 
we attribute to the e-commerce growth. So, 
is e-commerce a game-changer within the 
competition among airports? Probably not; but 
a game-changer in the air freight business, for 
sure.”

He continues: “E-commerce and especially 
cross-border e-commerce, is predicted 
to grow significantly in the coming years. 
Distinctive to this new market is that it 
promises very short delivery times. These 
can only be reached by using air cargo. 
Consequently, air cargo will definitely profit 
from e-commerce. 

“The bottom line is, that all airports can 
benefit from the growth in e-commerce. But 
only time will tell if it can be kept at sustainable 
levels and be turned into a profitable business 
– not only for the airports but for the air cargo 
community in general.”

Liège’s Verhasselt underlines that the 
requirements of e-commerce shippers are 
focused on reliability and ‘deliver as promised’.

“That makes e-commerce a commodity that 
prefers freighter capacity over belly capacity,” 
he claims. “At the moment, on a weekly basis, 
we have about 15 widebodies that could be 
considered dedicated e-commerce flights. 
Still, the total volumes, spread over all the 
scheduled freighters carrying a mix, are 
difficult to define. We don’t know what is 
coming, but the processes we have in place, 
which prioritise cargo, should help us to cope 
with the expected changes, challenges and 
growth.” 

He adds that Alibaba/Cainiao-dedicated 
flights currently operate between Liège and 
Hangzhou on a scheduled basis, while the 
e-commerce giant uses a lot of third-party 
capacity as well into and out from Liège. 
“Cainiao is already sending thousands of 
parcels per week via LGG,” he stresses. 

Community benefits
As to whether new airport cargo community 
systems, powered by data-sharing technology, 
will alleviate the pressure on the metro hubs, 
further limiting the opportunity for smaller, 

cargo-friendly airports once more, Steven 
Polmans says that no matter the size of 
the hub, such systems can and will play an 
important role in improving cargo flows and 
volumes. 

“On could argue that because of their size 
it might be easier for smaller airports to set 
up such a community (system) between 
all stakeholders,” he notes. “On the other 
hand, Amsterdam, one of the larger airports 
in Europe, has had a community and a 
community system for many years. So, size 
should not be an excuse for anybody – not the 
big ones, not the small ones.”

Menzies Aviation’s Glen says such systems 
are an important advantage for any airport 
community that facilitates their use, increasing 
the efficiency of operations for customers, and 
the whole supply chain. 

“The big hubs have used them to varying 
degrees – to solidify their position and work 
closely with the forwarding and trucking 
communities,” he notes. “Their scale and 
traffic has made this important. There may 
be an opportunity for a secondary hub which 
is forward thinking to kickstart this type of 
approach and help to grow their business.”

Jan de Rijk’s Robert Kleppers highlights 
‘frontrunner’ airports like Brussels, which 

has the ‘Cargo Cloud’ and Amsterdam, which 
has for many years had a very good data 
infrastructure with airlines, customs, and 
logistics companies. 

Industry qualifier 
“As communication technology and cloud 
solutions advance, this will only become more 
important. It will become a ‘qualifier’ for any 
airport and the industry as a whole. Jan de Rijk 
has invested in this area for many years as, in 
our experience, transparent communication 
with stakeholders upstream and downstream 
is the key to success. Therefore, we continue 
to invest in system-to-system connections, 
data-sharing platforms, or our own portal for 
tracking, booking and PoD (proof of delivery).”

However, community systems and data 
infrastructure are expensive IT projects; and 
while smaller airports initially might move 
faster, larger airports have more resources for 
these investments and can better keep up with 
the constant advances in technology, he adds.
Fraport’s Conrady says cargo community 
systems are one of the key factors for the 
future successful development of cargo-
friendly airports, with Frankfurt one of the first 
airports worldwide to establish such a system. 
He concludes: “These systems make the entire 
freight process more predictable and efficient 
and are advantageous for small airports as well 
as metro hubs.”
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Glen: Postal ‘route’ very attractive 
for e-commerce from China

CARGO AIRPORTS & AIRLINE SERVICES / JUNE-JULY 201910



at Air Cargo Europe | booth No. 111 | Hall B2
MEET US

www.airbridgecargo.com

#modernfl eet  #worldwide
#abcproducts  #abcservies  

#abcTeam  #airbridgecargo

| Worldwide connections with our global route network

| Efficient fleet of Boeing 747 freighters

| Dedicated highly-skilled team

| Extensive experience in special cargo delivery

| Сompliance with high quality standards

We love     
to make it happen.



Regional Report: Europe

CARGO AIRPORTS & AIRLINE SERVICES / JUNE-JULY 201912



Leipzig grows for 14th year in succession
Freight volumes at Leipzig/Halle Airport increased for the 14th year in 
succession in 2018 to more than 1.2 million tonnes, growth of 7.3% on the 
previous year, making it Germany’s second-largest cargo airport, behind 
Frankfurt Main, and the number 5 in Europe. 

In the first quarter of 2019, volumes rose by a further 1.1% on the same period 
last year, which included a new record for monthly throughput in March, 
bucking the national trend by recording growth both in the express freight 
and general cargo segments.

While growth has been mainly driven by the expansion of DHL Express’ 
business, Leipzig is also looking to exploit its strategic location to become a 
major logistics hub for industrial verticals such as automotive, being situated 
in proximity to the production sites of automakers such BMW, Porsche and 
Audi, and also for the e-commerce trade. Indeed, various sources report that 
DHL’s

airline European Air Transport (EAT) is already flying several flights each day 
for Amazon with its B757 freighters, connecting Leipzig with East Midlands, 
Paris and Madrid, with the aircraft returning to duty on behalf of DHL Express 
for overnight intra-European operations.

This spring, commercial property developer Panattoni Europe announced it 
is investing around €40 million in building a 50,000 sqm-plus logistics centre 
at the AirportPark Leipzig-Halle development next to the airport, which is 
scheduled to be delivered early 2021. 

On the international front, Leipzig/Halle has forged a cargo partnership with 
Chicago Rockford Airport in the US and has also signed a MoU with Hanoi 
Airport, in Vietnam, with a major focus on e-commerce.

Budapest posts new cargo record
Budapest Airport (BUD) posted record-breaking air cargo volumes for 2018. 
Throughput has increased 60% since 2015, and last year the Hungarian 
gateway processed 146,113 tonnes of air freight, achieving its highest year on 
year growth rate to date, at 14.9%.

To accommodate its next stage of anticipated growth, the central-eastern 
European (CEE) air hub is expanding its freight facilities as part of a €160 
million BUD:2020 Development Programme. Of this, €32.6 million is being 
invested in a 20,000 sqm dedicated freight centre, to be named BUD Cargo 
City, which will expand total cargo handling capacity to 250,000 tonnes per 
year, and an additional 10,000 sqm forwarder building is also planned. Delivery 
of BUD Cargo City is scheduled for the fourth quarter of 2019, and will handle 
freighters operated by carriers that include AirBridgeCargo, Cargolux, Silk Way 
West, Turkish Cargo, and Qatar Airways Cargo.

In April, Budapest Airport stepped up its efforts to become a major 
distribution and logistics base for China in the CEE region by signing a 
cooperation agreement with Xi’an Xianyang International Airport. 

That followed the news that a new direct service between Hungary and 
China is to open this summer. Shanghai Airlines, in partnership with China 
Eastern Airlines will launch a thrice-weekly passenger route with belly cargo 
services between Budapest and Shanghai Pudong starting in June. And since 
the beginning of April 2019, Cargolux has been operating two additional 
direct cargo flights per week between Zhengzhou, one of the fastest-growing 
airports in the world, and Budapest. 

Regional Report: Europe

CARGO AIRPORTS & AIRLINE SERVICES / JUNE-JULY 2019 13



Vienna Airport (VIE) is on a quest to become 
a major European pharma hub, especially 
for customers wishing to access southeast 
Europe’s growing market for temperature-
sensitive medical supplies, following the 
opening of the Vienna Pharma Handling Centre 
(VPHC) in December. 

Operated by Vienna Airport Handling Services, 
the airport’s ground and freight handling 
services business, the GDP-compliant facility 
promises to provide “quick and highly 
specialised handling of medicines”, with 
fast links between aircraft and road feeder 
services making it possible to rapidly transport 
temperature-sensitive medical supplies to up 
to 23 countries within one and a half days. 
With no other dedicated air cargo pharma 
hub in south-east Europe, the airport claims 
the VPHC can help cargo customers to reduce 
transit times to and from south-east Europe 
by at least a day, compared with pharma hubs 
currently used by forwarders and shippers in 
central and northern Europe.

Promising niche
VIE says the VPHC will enable Vienna Airport 

“to specialise in a niche with promising 
growth perspectives”, with demand from 
the pharmaceutical sector in Austria and in 
neighbouring eastern European countries 
having strongly increased in recent years. 
Austria’s national pharmaceutical sector alone 
is responsible for value creation of around €9.6 
billion each year or about 2.8% of the nation’s 
GDP, according to the Austrian Statistical 
Office.

Vienna Airport says the new VPHC means VIE 
“is the only airport in Central Europe to offer 
a complete end-to-end solution, featuring 
an uninterrupted cool chain, quick handling 
processes and short turnaround times 
between air, road and rail transport”. 

In an interview with CAAS, Sabine Petera, VIE’s 
director for cargo services, outlined some 
of the capabilities of the VPHC, noting: “The 
VPHC is one of Europe’s largest dedicated 
pharma hubs with state-of-the-art and GDP-
compliant facilities. The CRT - Controlled 
Room Temperature - (15°-25°) area is 
approximately 1,600 sqm and all processes 
are guaranteed in the precise temperature-

Vienna Airport believes its new Pharma Handling Centre will allow 
it to capture traffic previously shipped via other specialist facilities 
and cut shipment times to southeast Europe by at least a day, 
director for cargo services Sabine Petera tells Will Waters

VIE bids to be a 
pharma hub

The nature of the 
pharmaceutical 

industry
requires an 

exclusive 
operation process,
storage area and 
high reliability
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controlled range. Inside the CRT area, there 
is a separate COL (02°-08°) room with 150 
sqm for storage, build-up and break-down of 
shipments. 

“The six truck docks are equipped with 
a special blocking cushion to avoid any 
temperature deviations. The VPHC provides a 
temperature monitoring system as well as full 
CCTV coverage. The facility directly connects 
the land and airside areas including short 
tarmac distances. For tarmac transportation, 
we offer four ‘Cool Trailers’ to prevent 
temperature deviations at the ramp side.”

What facilities were previously being 
used at Vienna Airport for handling 
pharmaceutical cargo?
“There are separate temperature-controlled 
rooms for perishable goods in our general 
warehouse that were also used for the storage 
of pharmaceuticals.”

How does the VPHC improve your 
capabilities compared with the previous 
or other facilities?
“The nature of the pharmaceutical industry 
requires an exclusive operation process, 
storage area and high reliability. Through the 
perfect temperature-controlled process and 
area from check-in to aircraft loading, the 
VPHC establishes an uninterrupted cool chain, 
quick and GDP-compliant handling processes 
and short turnaround times between air and 
road transport.” 

Is it now fully operational, or are there 
still some capabilities being phased in?
“The VPHC started operating in December 
2018 with fully-equipped facilities as mentioned 
above.”

What response has it received so far from 
customers and potential customers?
“Current customers are very satisfied with the 
VPHC, especially with the pharma-exclusive 
handling process and the facilities. We have 
received many requests for future cooperation 
from potential customers.”

What advantages do you believe the 
VPHC can offer to customers compared 
with  competitors?
“We can offer advantages based on the three 
unique selling propositions in comparison to 
our competitors:

1) Vienna is the number one gateway to 
southeast and eastern Europe. Fifteen 
countries can be reached within one day’s 
driving time. This geographical advantage 
reduces transit time and thus minimizes 
temperature excursions.

2) As the only full handling provider at 
VIE, we offer the entire range of services, 
from shipment acceptance, build up, 
documentation, transportation on the ramp 
as well as loading onto the aircraft. VPHC 
Handling Services is a responsible end-to-end 
handling partner for the customer with a 
single communications channel and no other 
interfaces.

3) Finally, the nature of the pharmaceutical 
industry requires an exclusive operation 
process, storage areas and high reliability. In 
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the VPHC we offer pharma-dedicated staff and 
high-quality service.”

You claim the VPHC helps to reduce transit 
times by at least one day. Compared with 
what/where? What allows you to reduce 
transit times by one day?
“According to a survey conducted with a special 
consultant in a pre-project phase, most shippers/
agents bypassed Vienna due to its lack of special 
facilities and used other hubs in Europe for 
pharma shipments originating in our catchment 
area. The transport time for these shipments 
can now be significantly reduced. Customers 
can also benefit from the numerous long-haul 
destinations as well as the fast and reliable 
handling and customs processes at Vienna 
Airport.”

Will the VPHC be available to all carriers at 
the airport?
“The handling division of the airport is the sole 
operator of the VPHC. We offer our service to 
all carriers and forwarding agents.” 

Where is the VPHC located in relation to 
the airport’s other cargo handling facilities?
“The VPHC is located in the middle of the 

airport, right next to the cargo and the 
forwarding agent’s warehouses and offers a 
direct connection between land and airside.”

How much pharma traffic is currently 
handled in the VPHC? 
“In the first few months we have attracted a 
stable business with well above a three-digit 
monthly tonnage and promising growth rates.” 

What are your targets and expectations in 
terms of the ability of the VPHC to attract 
traffic over the coming two years, and five 
years?
“We expect to double the current handling 
volume within two years.  Our five-year target is 
to reach our full handling capacity.”  

To what extent do you expect GDP 
certification and CEIV certification to 
further increase the attractiveness of VIE 
to pharma customers?
“VPHC is certified as GDP-compliant, which is 
the most important feature for our customers. 
The CEIV certification is a logical next step and is 
currently underway.” 

When do you expect to gain CEIV 
certification? Will that be just for the 
VPHC, or for the whole airport cargo 
community?
“The airport and all pharma stakeholders are 
aiming for community certification in the next 
couple of years.” 

Do you have any other plans to further 
develop the attractiveness of the airport to 
pharma customers?
“We organize a lot of customer events for and 
meetings with the individual representatives of 
the pharma supply chain to promote the VPHC. 
On the facility side, we are flexible in terms of 
resizing the different cooling areas according 
to actual market demand due to a special 
construction concept.”

What volumes of cargo overall did Vienna 
handle last year? How does that compare 
with 2017?
“The cargo business at Vienna Airport developed 
positively in 2018, reporting a total cargo volume, 
including trucking, of 295,427 tonnes, a rise of 
2.6% compared to 2017. Flown air cargo alone 
rose by 4.4% to 215,921 tonnes, whereas trucking 
declined by 1.9% to 79,506 tonnes.” 

Europe Report
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Vertical Focus: E-Commerce 

Air freight is already handling 
substantial volumes of 
e-commerce traffic, but doing so 
with sufficient speed, efficiency 
and cost-effectiveness is another 
matter, industry experts say.

In a discussion at this year’s 
Air Cargo News conference in 
London, Ross Marino, senior 
vice president for international 
airport operations at global cargo 
handler Dnata, pointed out that 
his company currently already 
operates 14 warehouses in the 
US for the US Postal Service 
(USPS), and most of that cargo is 
e-commerce traffic. But he says it 
is a very different kind of handling 
business and operation, and it is 
difficult to mix that with a general 
cargo facility.

He gives the example of a 
situation the company faced 
in Amsterdam, where it was 
handling at one time around 14 
million parcels per year coming 
from e-commerce transactions 
on behalf of the Dutch state 
postal operator PostNL. “But we 
had to set aside an area for that,” 
he said. “It is a different model.”

Brendan Sullivan, head of 
e-commerce and cargo 
operations at IATA, stressed 
that air freight does already 
handle considerable volumes 
e-commerce business, but said it 
does need to evolve in order to 
have the capabilities to do this 
more efficiency and maximise the 
opportunity – with digitalisation a 
pre-requisite for that.

Asked whether the sector is 
equipped to respond to the 
needs of e-commerce customers 
or whether the business will be 

taken away by companies such as 
Amazon he responded: “We see 
these new models that create a 
very competitive environment 
for e-commerce.” Some of the 
investment issues are harder 
to answer on behalf of the 
industry as a whole because that 
is something for the individual 
companies to ask themselves, he 
said.

Marino said most of the facilities 
are equipped, especially in the 
UK, for general cargo rather than 
e-commerce. “But where we (as 
cargo handlers) sit in the process 
is critical,” he added. “We play 
a pivotal role the moving the 

shipment in a process that starts 
long before we see that shipment. 
So, it is very important that 
we engage with the rest of the 
e-commerce logistics chain.”

Asked whether the ground 
handling agent gets squeezed by 
the demands from competitive 
end customers and the handler’s 
airline principal, Marino says it 
depends on the environment. “In 
the US, we are set up for this. In 
Amsterdam, we started making 
an investment in the facility there 
costing hundreds of thousands 
of dollars for something that was 
here today and gone tomorrow – 
where the customer moved that 

Cargo handlers face a number of challenges in order to efficiently manage the 
growing volumes of e-commerce shipments, reports Will Waters

Juggling act

Most cargo handling facilities are 
equipped for general cargo rather 
than e-commerce

Marino: Charges may have to reflect growing volumes of lighter shipments
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traffic somewhere else. But we hope it will 
come back and we will be ready for that.“

Ask what airlines need to do to adapt to 
the needs of e-commerce, for example to 
cover issues such as security, Marino said the 
security issue is a serious one, noting: “A lot of 
the companies that sell these products are just 
looking for the cheapest solution. But these 
investments in security come at a cost.”

Sullivan said one of the problems with 
managing the security needs of e-commerce 
customers was that ‘fly by night operators’ 
that breach compliance requirements and 
security rules are often able to find another 
way of opening up their operations even after 
being shut down. But he said a recent survey 
by IATA of e-commerce operators revealed 

some positive attitudes towards shipping 
security and safety issues, with around 70% of 
e-commerce operators that replied saying they 
wanted to sign up to a code of conduct. He 
expected that this would start as a voluntary 
scheme, although it was possible later to look 
at getting regulators involved.

Investment risks
But another key issue for cargo handlers in 
relation to the e-commerce market is the risk 
of making investments in potentially volatile 
markets or traffic flows, highlighted Marino. 
He says the internal fit-out of facilities can 
cost in the millions of dollars, and the only 
variable costs that cargo handlers have is 
their staff. But with good staff often hard to 
replace, companies are reluctant to let go of 
them unless they have to. This means that 
there are risks, although he says his company 
is continuing to invest in infrastructure. “But 
when volumes are volatile, it hits us (cargo 
handlers) more than most because we charge 
on a per kilo basis,” he points out.

He likens the investment requirements for 
handling e-commerce to those for handling 
pharmaceuticals, but noted that the returns 
for handlers were not necessarily such 
that they can get a premium for handling 
e-commerce traffic. Nevertheless, he 
says cargo handlers can’t hope to handle 
e-commerce traffic sufficiently quickly using 
traditional air freight handling processes, 
presenting a dilemma in terms of whether 
they should make the investments in a 
particular facility. “It depends whether the 
volumes are there to justify it,” he says. “So, 
these are difficult things to juggle.”

Another issue is facing air freight carriers 
and intermediaries is educating e-commerce 
shippers about the need to package their 
shipments efficiently. And the fact that the 
average weight of shipment is going down 
while the size of the boxes the shipments are 
packaged in is remaining the same is another 
difficulty. Carriers also note that e-commerce 
shippers tend not to declare the volumetric 
size of their shipments, in part because 
they are used to using a postal system that 
predominantly charges by weight rather than 
volume.

Fatih Ciğal, senior VP for cargo marketing at 
Turkish Airlines, says his company is expecting 
to make some changes in this regard in order 
to adapt to this kind of business.

Lighter shipments 
Marino says cargo handlers prefer to break 
down shipments and charge per piece. But he 

Vertical Focus: E-Commerce 
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Vertical Focus: E-Commerce 

says if we are going to see a trend of growing 
volumes of lighter shipments, cargo handlers’ 
charges are going to have to reflect that.

Sullivan notes: “This is a huge challenge for the 
airlines. We are moving from a situation where 
e-commerce used to be carried mainly by the 
posts, but we are now in a hybrid situation. 
And the question is: are we going to inject 
it into the system as a single shipment? On 
the packaging side, we do need to educate 
e-commerce customers about the need to 
be aware of this. But packaging technology is 
improving rapidly, which means that they can 
get packaging that is closer to the shipment 
size. So, we need to continue a dialogue with 
the shippers.”

One representative of a major global freight 
forwarding company said the situation about 
handling lithium batteries had becoming 
rather confused, with her company no longer 
taking the risk of shipping any lithium batteries 
through some hubs because they get refused.

Off-airport trend
One questioner asked whether the growing 
e-commerce volumes, particularly volumetric 
shipments, meant we were moving towards a 
future where airports were having to process 
e-commerce shipments off airport to handle 
that traffic.

Marino responded: “In the US, 10 of our 
facilities are off airport for that reason”, 
where it is possible to find the appropriate size 
facility and where the cost base is also lower”, 
although he explained that the facilities were 
within a mile of the airport.

One delegate questioned whether the massive 
growth in e-commerce shipments was a 
bubble that was about to burst because the 
US has decided that it’s postal operator will 
no longer subsidise imports within its mail 
system coming from China taking advantage of 
cheaper International postal prices.

Another delegate highlighted that IAG Cargo 
had recently launched an e-commerce 
product, and questioned whether this was the 
way to go forward. Lufthansa Cargo said that it 
will soon launch its own e-commerce product.

We are moving from a situation 
where e-commerce used to be carried 
mainly by the posts, but we are now 

in a hybrid situation

”

”
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10 of Dnata’s US facilities are off airport, where the cost base is lower
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Explaining in more detail the challenge of 
Dnata’s recent experience in Amsterdam, 
Marino said that the company went from 
handling 13 million e-commerce packages 
one year to almost zero. “That was coming 
in as cargo and going out as mail, traffic that 
disappeared overnight. And that volatility was 
because the originator was able to find faster 
and cheaper connectivity, so as a handler you 
are exposed,” he explained.

“We set up 3,000-4,000 sqm of warehouse 
specifically for that, we had staff fitted with 
finger scanners, with investments into that 
product line, and it vanished overnight because 
the lanes changed.”

He continued: “So, we recognise that our 
customers are very excited about the new 
potential of e-commerce, and we want to 
be there to provide a solution, but we have 
to work very closely with that customer 
to understand what that means, and the 
investment that it requires and the kind of 
exposure that we would have, because we 
could get caught out very quickly by scenarios 
like that. 

Sharing risks
“In the US, where the warehouses are set up 
specifically for that kind of business, the way 
that those warehouse contracts are set up, if 
that business comes to an end, we would walk 
away from the warehouse as well, so there is 
a sharing of exposure so we are not left with 
a big empty warehouse after the project has 
gone. We work in partnership to create a 
model that works, and the fit out works that 
way as well.

“So there are models for us to work with our 
customers.”

Asked further about the specifics of that 
example, and whether the investment is then 
lost, or whether that space can then be re-
used for general cargo, he says: “I guess it’s 
like any other commercial contract with an 
airline, where if that traffic is lost you have to 
keep pushing forward to try and fill that space. 
That space is now being used for general cargo 
handling, and the equipment within it has been 
relocated. 

“That’s the challenge that we have: we set up 

an area within a warehouse specifically. We 
still have the contract to handle all the Post 
NL business that comes into the airport, but 
the volume connected with e-commerce just 
vanished, so the volume is much, much smaller 
now. So, we had to fill that space with business 
from our more traditional line of business, 
which is contracts with our airline customers.”

In the US, there 
is a sharing of 
exposure so we 

are not left with 
a big empty 
warehouse
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DHL is introducing new handling technology to harness e-commerce growth 
across its logistics platforms, with air freight connectedness front and centre, 
reports Mike King

The lessons of 
integration

The recent and rapid expansion of 
international e-commerce demand has 
resulted in surging flows of parcels and freight 
of all dimensions and weights across transport 
modes and trade lanes. And, with customers 
demanding rapid delivery, air freight has 
been the big winner. Indeed, e-commerce has 
quickly become a mainstay of the global air 
cargo industry and is forecast to be a prime 
driver of growth in the years ahead. 

However, while cross-border e-commerce 
is creating multiple opportunities for 
supply chain stakeholders, the challenges 

of harnessing the latest technology to 
meet complex and demanding B2B and B2C 
expectations are substantial. For the largest 
integrators such as DHL, the need to optimize 
multiple-commerce parcel, express and 
freight flows in ways that satisfies end users 
and generates internal synergy adds further 
complexity to the logistics mix. 

Multi-pronged approach 
Certainly, Deutsche Post DHL Group has 
made maximising the revenue potential of 
e-commerce across its diversity of businesses 
a key target and is taking a multi-pronged 

approach to achieving its aims, both in terms 
of establishing optimal processes across its 
various divisions and via the introduction of 
new technologies at sorting and warehousing 
stations and hubs.

Establishing a coherent structure has been a 
priority. Last year this saw the Group’s Post – 
eCommerce – Parcel (PeP) division refocused 
on the German post and parcel business 
and renamed Post & Paket Deutschland. 
This allowed its international parcel and 
e-commerce businesses – previously known as 
DHL Parcel Europe and DHL eCommerce – to 

Vertical Focus: E-Commerce 

Pearson: Generating synergies between DHL’s air, express, 
supply chain and freight operations will be critical
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Vertical Focus: E-Commerce 

be set up as a standalone division branded DHL 
eCommerce Solutions led by Corporate Board 
Member Ken Allen.

Steps are now being taken to increase 
cooperation between the company’s 
various arms that handle e-commerce. John 
Pearson, CEO of DHL Express, told CAAS 
that generating synergies between DHL’s air, 
express, supply chain and freight operations 
would be critical. As far as he is concerned, 
which division handles the cargo and how it 
passes through DHL’s internal global network 
is less important than getting the customer 
interface correct. 

“It’s less a synergy thing, more a fact that all 
elements of the supply chain are covered by 
us,” he said. “Ken is working on the whole 
e-commerce solutions strategy – fronting up 
to a customer with all the divisions behind him 
saying: ‘Here’s our e-commerce platform and 
here are the solutions we can give you as the 
retailer’.”

Leipzig operations
Peter Wiegand, vice president for operations 
at DHL’s Leipzig hub, explained to CAAS in 
more detail what the strategy looks like in 
terms of internal processes. “As the Deutsche 
Post DHL Group, we have always worked 

together across divisions to ensure optimal use 
of the capacities across our logistics channels,” 
he said. “For example, in order to make the 
best use of our resources at DHL Express, we 
make spare capacity in our dedicated air fleet 
available for purchase by other companies. 
This allows us to increase efficiency and 
profits. The main customer for our spare 
capacity is DHL Global Forwarding. This is 

just one of many ways that we work together 
across business units to increase our efficiency 
and quality.” 

DHL’s Leipzig hub (LEJ) is one of its largest, 
covering 1.2 million sqm and with 87,000 sqm 
of warehousing supporting a 1,600 metres x 
400 metre apron. At present it handles 2,000 
tonnes per working day and offers a sorting 
capacity up to 150,000 packages per hour.

Large Automated Conveyor System 
Wiegand said the majority of LEJ’s sorting 
processes are already fully automated. 
Central to the logistics of LEJ is LACS (Large 
Automated Conveyor System). “Automation 
is an important part of ensuring the efficiency 
of our work, and our DHL Hub Leipzig uses 
a LACS, which gives a competitive advantage 
because this is the first system [set up] for 
previously non-conveyable bigger pieces,” he 
said.

“LACS is something which can be installed 
in any other place with similar requirements 
– that is, a high number of non-conveyable 
pieces and limited operational time window. 
It is foreseeable that other mega hubs will 
deploy such a system in the future. However, 
a critical mass is needed to make sure that the 
investment pays off.”

LACS gives a 
competitive 
advantage 

because this is the 
first system for 
previously non-

conveyable bigger 
pieces
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LACS can be installed anywhere there is a high number of 
non-conveyable pieces and limited operational time window
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Automation and digitalization drive synergy 
across the group, the company says, including 
the application of the ‘best in class’ handling of 
DHL Express to larger shipments at key hubs 
and by speeding delivery to final customers. 
“We are taking advantage of the opportunities 
offered by automation and digitalization 
for our customers as well as to improve 
our internal logistics processes,” Wiegand 
explained. 

“At LEJ, our digitally controlled scanning 
and distribution systems are linked together 
to automatically control the assignment of 
shipments to individual delivery routes and 
vehicles.”

LEJ Hub is now using auto sort systems for 
small parcels, parcels and pallets. “LACS 
has been developed and piloted at LEJ Hub 
and has been live since 2017,” he added. 
“Automated guided vehicles (AGVs) are the 
next area we are looking at.”

Wiegand believes digitalization and 
automatization will help address workforce 
shortages as a result of demographics in 

Europe and the US. “The investments in 
new technologies, such as collaborative 
piece-picking robots, artificial intelligence 
applications and self-driving vehicles not only 
result in huge productivity gains, they also 
offer exciting opportunities for the logistic 
workforce,” he said.

“Increasing volumes, customer requirements 
and – depending on the region – a shrinking 
workforce caused by demographic effects 

make automation necessary.
“Digitalization makes the logistics industry 
more attractive for a new profile of employee, 
helping us attract and retain new talent. 
The value of our existing employees is also 
enhanced through additional qualifications 
and training that equips them to work with the 
most advanced technologies. Lastly, robots 
take over repetitive and physically demanding 
tasks, which is especially helpful for ageing 
workers.”

LACS is central to the 
logistics of LEJ  
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DHL is now examining how best to use 
robotics to break down ULD pallets and 
containers as part of its technological 
drive. “DHL Express is always looking for 
opportunities to implement new technologies 
in our daily business,” said Wiegand. “At LEJ 
Hub, we tested a video-based facilitation of 
ULD pallet build up. But robots for break down 
or build up do require standardized packages 
and ULDs. We believe that robotics can 
support workers but won’t be able to replace 
manual work.”

Tracking devices 
Asked how DHL Express uses tracking 
devices on its ULD pallets and containers, 
Wiegand said since 2015 several tests and 
trials on different devices from different 
suppliers had been conducted to verify 
functionality. “We are currently in the process 
of identifying and selecting a solution which 
fulfils DHL’s requirements as well as the rules 
and regulations of Aviation Authorities such 
as FAA and EASA and the airlines the ULDs 
are travelling on,” he added. “We expect to 
start implementing a solution later in 2019. 
Additionally, we are working on localizing roll 
containers with electronic tools/aids.”

Although some leading airlines and ULD 
pooling companies are now beginning to 
introduce tracking for air freight units, he 
said this was not a competitive threat to DHL. 
“DHL Express has for many years a well-
established automated process of tracking 
without the need of location devices on 
the individual ULDs,” he said. “This process 
is supported by manual activities where 
necessary to increase accuracy. 

“This automation is not common everywhere 
in the industry. Therefore, this may be 
seen as an advantage to DHL Express. 
Having this process in place and not having 
the urgent need to fix a large gap with 
regards to ULD tracking, DHL Express is in 
a comfortable position to be able to select 
the best solution for ULD tracking according 
to our requirements without the need to 
compromise on functionality. 

“I believe this is an advantage and will stay 
an advantage when further improving 
processes, not just for ULD tracking but 
further integrating ULD data with operations, 
through the use of individual tracking devices 
on ULDs.”

Digitalization 
makes the logistics 

industry more 
attractive for a 
new profile of 

employee, helping 
us attract and 

retain new talent
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Customer or competitor?

Airport capacity in the Amazon era

Greg Hewitt, president of DHL Express US, was a 
disappointed man as the peak season loomed in 
the US late last year. As demand soared, he had 
hoped to use a B767 freighter from Hong Kong 
into JFK before heading on to Miami. This would 
have enabled DHL to serve the North East US 
market direct from Asia. However, five days into 
the service the slot was pulled, meaning there 
was no North East stop. This entailed cargo 
being shipped to Miami and re-routed from 
there, driving up the pricing point and losing 
time. 

Such is the difficulty of working at capacity-
constrained US airports where it is not always 
clear when and where a slot is open. Hewitt was 
happy with how DHL had coped, noting that 
“the DHL Express network offers the flexibility 
to work around any capacity constraints”. 

He continued: “We have regular flights 
operating at most major US airports, including 
ATL, JFK, LAX, MIA, ORD and our main Americas 
Hub in CVG, which allows us to find the routings 
and schedules that best meet our customers’ 
expectations.”

However, as some of the largest tech companies 
start building their own logistics networks, 
competition for freighter capacity at some 
airports in the US is set to ratchet up. 

Amazon as ‘customer’

Asked if leading e-tailers such as Amazon were 
now viewed less as customers and more as 
competitors – for slots and capacity as much 
as for customers – as they expanded their own 
logistics networks, Hewitt was adamant that 
Amazon remained firmly in the ‘customer’ 
category.

“In my position in the US where I don’t offer 
a domestic service offering, when you look at 
some of those companies building out some 
of their infrastructure in local markets to 
help meet their demands and their needs for 
domestic capability, they’re not a competitor to 
me,” he said. 

“You use Amazon as a good example. They’re a 
very important customer of ours; we do a lot of 
their inbound and outbound and international 
volume. We work with them as a strategic 
partner in Cincinnati where we manage a day 
sort for their domestic air network. So, for 
me they are very much a great customer and 
someone that we work with. And their rise 
or move to introduce new forms of last mile 
delivery and get close to customers doesn’t put 
pressure on my network or capability, so I’m in a 
good position. 

“I think when you look at DHL overall, certainly 
in other markets where maybe we were doing 

the domestic work for them, if they continue 
that path in other markets, we’ll have to be able 
to adapt much like UPS, FedEx, USPS are having 
to.

“We recognize that we might not carry all of 
that volume for that final mile that we enjoyed 
before. But for me, they’re good at growing and 
have been a great customer of ours.”

Hewitt also said Amazon’s move into air freight 
with its 2016 deal with Atlas Air and ATSG did 
not signal that integrators had failed to provide 
the service and capacity levels the e-retail giant 
required.

“They will have come to the players on those 
lanes and asked for that capacity and capability,” 
he explained. “The question would be, ‘would 
any of us accept the risk of building out the 
infrastructure with only the type of freight or 
cargo agreements we have today that allows 
moves and switches’? I think it’s an indication 
that maybe some of the domestic players were 
not prepared to take that risk and make that 
investment without a certainty around the 
volume and an ironclad contract. 

“I think when they were not prepared to do that, 
Amazon said we can’t take that risk, we need to 
continue to grow, we need to make sure that 
we’ve got the production and then they set 
themselves up for it.”

Vertical Focus: E-Commerce 
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The fast-growing Alibaba logistics subsidiary is a unique company – a hybrid logistics 
data platform and physical warehouse operator with impressive global ambitions, 
reports Donald Urquhart

Cainiao’s mission 

Cainiao is on a mission to improve the speed 
and efficiency of logistics – not just in China, 
but globally. And this is a logistics company 
unlike all others, and one that constantly defies 
expectations. 

Established barely six years ago by Chinese 
e-commerce giant Alibaba, Cainiao Smart 
Logistics Network Ltd is best described as a 

hybrid logistics data platform and physical 
warehouse operator, offering solutions to 
merchants and consumers in the e-commerce 
space. 

It carries out the enormous logistics task 
required by Alibaba’s gargantuan volumes 
not by doing the heavy lifting itself, but by 
providing a resource-sharing platform and 

effectively ‘orchestrating’ partner express 
carriers. This is made possible by a highly 
developed IT platform which is part of its 
‘smart logistics infrastructure’.

Speaking at this year’s IATA World Cargo 
Symposium in Singapore, Cainiao’s chief 
of staff and head of strategy and business 
development, Wei Xiong, highlighted: “From 

Ahead of last year’s 11.11 event, Cainiao opened China’s 
largest robotic warehouse in Wuxi
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day one, Cainiao’s mission was to serve not just 
Alibaba, but the whole logistics industry.” 

In China, where average daily parcel volumes 
run at about 410 million (2017), that is no mean 
feat. Out of the 110 million express parcels 
a day, some 70 million are handled on the 
Cainiao platform. 

On China’s biggest e-commerce shopping 
event 11.11, the number of orders on that one 
day alone increased from 150 million in 2013 
to more than one billion last year. But not only 
are the numbers increasing, the delivery time 
is shrinking. The time to deliver the first 100 
million parcels five years ago was nine days; 
last year it took only 2.6 days for the first 100 
million.

This has been achieved largely 
through digitalisation, says Wei. 
“By digitalising the industry, 
efficiency in the express 
delivery industry has greatly 
improved,” he says, citing the 
fact the average processing 
cost per package in the express 
industry has been decreasing at 
roughly 7 per year (CAGR). 

Rapidly evolving trends
The rapidly evolving 
e-commerce sector in China is 
facilitating a number of trends 
that are directly shaping the 
logistics sector. Consumers are 
demanding more differentiated 
services, he says. This include 
delivery to doorsteps, delivery 
to lockers on the ground floor 
of their apartment block, 
and also delivery to pick-up 
stations near their homes. And 
‘immediate delivery’, or delivery 
within hours, is also a rising 
demand from consumers.  

The types of solutions 
customers request from 
Cainiao are also changing. 
“Brands and merchants used 
to come to us only for digital 
solutions for their online 
channels, but nowadays brands 
and merchants are coming 
to us asking for integrated 
solutions for their online and 
off-line catalogues,” he explains. 

Another trend Wei notes is the growing 
need for more automation. Currently there 
are roughly three million delivery personnel 
in China. “This industry has seen explosive 
growth in the last ten years and nowadays we 
are seeing logistics bottlenecks,” he says. 

He notes that on average, each delivery person 
must deliver between 120-150 parcels every 
day, just to keep up with current volumes. 
“If there is to be further improvement in 
efficiency, there has to be more automation,” 
he says.

Two-part strategy
Going forward, Wei says Cainiao’s strategy 
is very clear: “First we want to digitalise the 
express logistics infrastructure in China, 
focusing on the domestic market, to provide 
digital solutions to brands and merchants 
so that they can serve customers better 
by placing inventory at the right time and 
locations.” 

The second step is to provide brands and 
merchants better access to the global logistics 
network, helping them to serve consumers 
overseas better.
“We have provided quite comprehensive 

This industry has 
seen explosive 

growth in the last 
ten years and 

nowadays we are 
seeing logistics 

bottlenecks
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services to digitalise the entire industry in 
China,” he says, pointing to the logistics 
group’s reliance on e-AWB. “If you look at the 
electronic air waybill, that has served as the 
backbone for digitalisation in the industry 
in China and it will further allow additional 
collaborations and additional innovation. 

“On top of that, we are providing dynamic 
focus to express companies. That’s how we 
can support major events like 11.11,” he says, 
explaining the concept involves managing 
where and when the parcels should be placed 
to make inventory control and delivery more 
efficient.

The company currently connects more than 
10 million sqm of warehouse space as it builds 
“the largest last-mile network in China and 
around the world”. 

“We are providing a network for brands and 
merchants to provide better solutions to their 
consumers. In order to do that, we are putting 
their inventory closer to the consumer.” 

Cainiao accomplishes this through nationwide 
warehouse fulfillment via a hub and spoke 
system. “We provide a lot of processes, 
systems and standards for our partners to do 
the actual operation,” Wei adds.

Automation is also a key aspect. Ahead of 
last year’s 11.11 event, Cainiao opened China’s 
largest robotic warehouse. Located in Cainiao’s 
Future Park logistics complex in Wuxi in 

eastern China, the warehouse uses 700 order-
picking robots to streamline and speed up 
the order-fulfillment process. Alongside this, 
Cainiao is also providing services to digitalise 
delivery personnel.

Another digital solution launched last year 
helps boost efficiency by placing automated 
phone calls to consumers to check if they 
are at home. A seemingly simple thing, but it 
is evidence of Cainiao’s desire to inject every 
bit of digital efficiency into the supply chain it 
possibly can.

Shrinking delivery times 
“Speed is something we care about,” Wei says. 
“Five years ago, the average time for a Chinese 
merchant to sell overseas was roughly 17 to 18 
days. Now it has been shortened to 10 days, 
and we are working to speed it up.”

The company has also opened bonded 
warehouses and has customs clearance at 
all major hubs in China. With more than one 
million export orders a day, customs clearance 
is a key issue. 

One example of the use of technology in 
its global logistics network is with customs 
clearance. Through the use of AI, Cainiao 
has significantly improved processing time 
from less than five minutes, to less than five 
seconds, with 98% accuracy. “With that we can 
support tens of millions of customs clearances 
a day,” Wei highlights.

The second part of the company’s strategy 

The electronic air 
waybill has served 

as the backbone 
for digitalisation 
in the industry in 

China
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Cainiao’s warehouse in Wuxi uses 700 ‘AGV’ robots to 
streamline and speed up the order-fulfillment process
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swung into motion last year, as Cainiao began 
working with its partners to fulfill its ambition 
of creating a global logistics network, starting 
first with a focus on helping small and medium 
enterprises sell to overseas consumers.

“We are now looking at our smart logistics 
infrastructure around the world,” Wei says. 
“From the beginning of last year, so far we have 
launched Hangzhou, Hong Kong, Liege and 
Colombo. And, we are looking to work with 
different partners to further expand our cross-
border infrastructure.” 

Now that it has launched the process of building 
its network of cross-border hubs, the company 
is also working with overseas companies on 
customs clearance systems, Wei says.

In its bid to build a super-efficient global logistics 
network and continually improve on delivery 
times, Wei adds: “We cannot achieve further 
improvement alone, so we are looking for 
collaborations around the world to provide a 
better global logistics network.”

Vertical Focus: E-Commerce 

Wei: Speed is key
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CAAS Interview: AirBridgeCargo

Just 15 years after its relatively humble launch in 2004, 
AirBridgeCargo (ABC) Airlines’ fleet has grown to 18 Boeing 747 
freighters, including 12 of the latest-generation Boeing 747-8Fs, 
together carrying total annual volumes exceeding 700,000 tonnes. 
And since the beginning of scheduled operations in 2004 with two 
Boeing 747-200Fs, it has evolved from being a low-cost provider of 
point-to-point services linking a handful of cargo gateways in Asia 
with Europe, via Russia, to a respected, leading network carrier – 
operating through modern handling facilities at the airline’s main 
global hub at Moscow’s Sheremetyevo airport (SVO). 

As well as becoming a member of air freight quality initiative 
Cargo iQ, ABC now offers a range of specialist products and has 
been investing in various technology-driven initiatives to improve 
quality and ease of doing business – from ULD tracking through 
its partnership with Unilode, to a pioneering Internet of Things 
project with SITA subsidiary SITAONAIR. 

Alongside the various digital initiatives, the carrier has ambitious 
plans to further expand its fleet, and recently announced a long-
term commitment to build a substantial business around a new 
European hub at Liege Airport, already emerging as a European 
hub for Cainiao –  with which ABC parent company Volga-
Dnepr Group signed an MoU to co-operate – and other Chinese 
e-commerce logistics specialists.

Top 10 status
Asked whether ABC has now been accepted as a top-tier air cargo 
carrier, ABC’s general director Sergey Lazarev focuses on its global 
status in volume terms, noting: “According to our results for 2018, 
AirBridgeCargo is ranked among the Top 10 cargo carriers of the 
world, and we are proud to have stepped into our 15th anniversary 
year with such an achievement, which reflects support from our 
customers worldwide.” 

Among the key milestones in achieving the company’s acceptance 
as a major player, Lazarev says there has been an enormous 
amount of work behind this achievement, starting from the first 
day of operations back in 2004, noting: “It embraces all the areas 
of our business: expansion of our network in alignment with fleet 
enlargement, strengthening of our positions in the regions by 
building of our own sales and customer service structure, rather 
than relying on GSAs’ support, and the development of dedicated 
services for special cargo with a primary focus on quality 
performance.” 

He stresses that the quality and safety of its services are “the 
two pillars which form the basis of our business portfolio”. He 

acknowledges that along the way, the company has “of course had 
our ups and downs, facing many problems and challenges”, but it 
had overcome these, with the support and “endorsement” of its 
customers, thanking “our customers and partners for supporting 
us in good and hard times. They have bolstered our growth and 
development though the solid and reliable partnerships we have 
managed to build throughout these years.” 

Launch decision 
He highlights a number of milestones going all the way back 
to 2002 – when “the management of Volga-Dnepr Group 
took the decision to launch the project to establish a new 
scheduled cargo airline and started to attract the best 
minds within the group, as well as from the industry, to 
make it happen”. 

Following the launch of scheduled operations in 2004 
with two Boeing 747-200Fs, ABC obtained its own AOC 
(aircraft operator certificate) in 2006 – thus becoming 
the second independent airline within Volga-Dnepr 
Group. “This milestone has served as the right step 
for further growth, fleet enhancement, and ambitious 
future planning, with the purchase of new long-range 
Boeing 747-400F aircraft,” Lazarev adds.

The following three years saw “tremendous renovation 
of the ABC all-cargo fleet”, with the delivery of 
newer Boeing 747-400F aircraft to supplement and 
subsequently replace the ageing B747-200Fs, “which 
opened up new opportunities for further network 
expansion”, culminating in 2009 – ABS’s five-year 
anniversary – with its first industry acknowledgements, via 
several award wins including  Fraport Cargo Services’ award 
for Best Cargo Performer 2010 after ABC increased its freight 
volume through Frankfurt Airport by nearly 50%.
ABC’s entry into the US market in 2011, “becoming the first 
Russian air carrier to operate scheduled flights between Russia 
and the USA”, was another key milestone. “Starting with Chicago, 
we have gradually been enlarging the number of our online 
stations and currently serve six US stations with around 40 weekly 
frequencies,” he points out.
 
And the following year, ABC deployed its first brand new Boeing 
747-8F. A key milestone in its own right, Lazarev says the new 
aircraft type’s operational characteristics fostered ABC’s “plans for 
the development of dedicated services for the transport of special 
cargoes”. 

AirBridgeCargo’s Sergey Lazarev talks to Will Waters about the airline’s 
evolution in its first 15 years, its growth expectations and ambitions, the 
potential of e-commerce, and its big plans at Liege Airport

Re-shaping European freight
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Winning the ‘All-Cargo Airline of the Year 
Award’ in 2015 marked the beginning of the 
current era, which Lazarev says is characterized 
by ABC “bringing quality to the forefront of 
its operations, being in constant dialogue with 
its customers worldwide and strengthening 
its speciality services”, which now include 
products such as abc pharma, abc XL, and abc 
DG. 

“Our special products resonated with market 
demand and our customers’ expectations,” he 
says. “This commitment was also demonstrated 
through our Cargo iQ certification, IATA CEIV, 
Envirotainer QEP certification, alignment of 
internal procedures, and reinforcement of the 
ABC team – which significantly enhanced our 
abc pharma performance and made it possible 
for us to become one of the leading carriers of 
pharmaceutical and medical products.” 

Customer-led
But he says there is much more still to 
achieve. “The sky is the limit,” he says, while 
stressing that “everything we do on our 
development path we do with our customers’ 
needs in mind”. He adds: “We will follow their 
requirements always and be ready to support 
these with high-quality services, supported by 
the development of our digital environment as 
there are many things to be done in this area. 

“But what is more, we will keep on reinforcing 
our team of worldwide experts because 
they are our main asset; and with the level 
of knowledge within our company always 
going up, we feel that having highly qualified, 

experienced, and well-educated personnel is 
the way to achieve a successful future.” 
 
Highlighting progress in the last 12-24 months 
to improve service quality and operational 
efficiency, Lazarev notes: “We have just re-
confirmed our Cargo iQ certification, which 
stands as our commitment to high-quality 
services. This included a lot of preliminary work 
and cooperation with our ground handling 
partners.” 

He stresses that Cargo iQ embraces not 
only services for general cargo, but for 
special commodities as well, noting: “We 
have been working under the development 

on reinforcement of our specialty services, 
strengthening our internal processes, 
strengthening our dedicated teams of experts, 
and most importantly, collaborating with our 
customers and partners on the educational 
side of the process, organizing joint workshops, 
participating in regular meetings to share 
updates, and monitoring industry news, and 
upcoming trends.” 

On the product side, confidence in the 
company’s internal procedures and our 
processes in April led it to introduce a new 
product, ‘abc premium’, for customers seeking 
guaranteed capacity and prioritisation on 
specific flights across ABC’s international 

SVO actively 
participated in 
the process of 

our IATA CEIV 
certification and 
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overall successful 

outcome
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New handling facilities at SVO have contributed to ABC’s 
quality performance
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network. Expected to attract demand from customers with 
urgent, time-sensitive shipments, the product can also be 
combined with existing services and products.

SVO cargo hub 
And Lazarev confirms that the new cargo complex at SVO 
has also contributed significantly to improvements in ABC’s 
quality performance. “SVO is our cargo hub and most of 
our flight connections are being done through this major 
airport,” he explains. 

“We have been able to achieve our growth and network 
development partially thanks to their support. With 
more than 85 weekly flights to/from SVO, we are able to 
guarantee flight connections with cargo transfer to various 
destinations within our international network. 

“We have gradually become a top-tier network carrier 
and are able to provide our customers with air freight 
solutions for various types of cargo. In fact, SVO actively 
participated in the process of our IATA CEIV certification 
and contributed to its overall successful outcome.” 

Asked if there are any aspects or capabilities offered 
by other cargo carriers that ABC admires or aspires to, 
Lazarev responds: “To some extent we admire the speed 
of digitalization penetration some cargo carrier peers are 
adopting at the moment, introducing it to all the levels 
of their organizations. This is what we are aiming to do 
too, although we should understand that digitalization 
depends on a number of factors, including each country’s 
regulations, customs authorities’ regulations, readiness of 
other supply chain stakeholders, and other matters.” 
 
Strategic targets
Looking ahead at ABC’s strategic milestones or targets 
for the next few years, Lazarev notes: “Our short-term 

CAAS Interview: AirBridgeCargo

Group fleet plans and
affiliates of ABC
ABC’s parent company, Volga-Dnepr 
Group, along with CargoLogicHolding 
– both owned by Alexey Isaykin, 
president of Volga-Dnepr 
Group (VDG) and chairman of 
CargoLogicHolding – in July signed a 
package of agreements with aircraft 
manufacturer Boeing, including a 
letter of intent to acquire 29 Boeing 
777 freighters and confirmation of an 
order for five Boeing 747-8 freighters. 
The package of agreements also 
included a commitment for both 
companies to explore other freighter 
solutions, such as new production 
767 freighters or converted cargo jets 
such as the 737-800 Boeing Converted 
Freighter.

Isaykin explained at the time 
that CargoLogicAir, part of 
CargoLogicHolding, had started its 
business by flying 747 scheduled and 
charter flights to and from the UK, but 
would be extending its network “using 
a range of Boeing aircraft including 
Boeing 747-8F, 777F, 767F and 737-
800BCF.”

There remains some confusion 
about the announcements, and the 
relationship between CargoLogicAir, 
CargoLogicHolding, and ABC – and 
one source close to the agreement 
indicated that the number of aircraft 
announced in the MoU had been 
inflated in order to support partner 
Boeing’s freighter programme. 

Asked about this, and how many of 
these aircraft are expected to join the 
ABC fleet, Lazarev responds: “First 
of all, this MoU is aimed at serving 
the emerging needs of Volga-Dnepr 
Group’s fleet, as it is growing and 
constantly developing to meet the 
demands of our customers worldwide. 
However, we are happy to see that 
this MoU will support the freighter 
programme of our longstanding 
partner.”

There has also been a lack of clarity 
about the launch of CargoLogic 
Germany, which CAAS understands 
to also be part of CargoLogicHolding. 
CargoLogic Germany describes itself 

as “a new all-cargo airline based 
in Leipzig, Germany” that offers 
to “help our customers fulfil their 
European logistics requirements with 
an emphasis on short and mid-haul 
operations on B737F equipment”. CLG 
has reportedly taken delivery of two 
converted Boeing 737-400F freighters 
but is still working to secure its air 
operator’s certificate (AOC). 

Despite the fact that both companies 
are subsidiaries of CargoLogic 
Holdings, which has the same 
shareholders as Volga-Dnepr Group — 
the parent company of ABC — uses 
the same branding and livery common 
to both ABC and CargoLogicAir, 
there appears to be an attempt to 
play down the connections between 
CargoLogic Germany and Volga-Dnepr 
Group. 

Lazarev denies that ABC and 
CargoLogic Germany are affiliated, 
responding: “CargoLogic Germany 
is an independent European carrier 
specializing in express transportation 
of various types of cargoes, 
with special focus on leveraging 
e-commerce volumes. It is not 
affiliated to AirBridgeCargo or to 
Volga-Dnepr Group.” Clarifying what 
he means by “not affiliated”, Lazerev 
adds: “It is part of CargoLogicHolding 
together with CargoLogicAir. CLG is an 
independent carrier (which is waiting 
for its AOC) and has a separate 
executive management structure and 
team, and by no means is impacted 
by ABC or VD. Cooperation with the 
companies of Volga-Dnepr Group 
is happening strictly under existing 
contractual agreements.”

But some in Germany, including 
Lufthansa Cargo chairman and CEO 
Peter Gerber, question the legitimacy 
of CargoLogic Germany’s application 
for a German AOC, “because you need 
to be European and it needs to be 
European controlled. If it really is an 
AirBridgeCargo subsidiary, that in itself 
contradicts the laws – because it’s 
controlled by ABC, and they can’t get a 
European Union AOC.”

Lazarev: Admires speed of digitalization by some peers
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perspective is to concentrate on the provision 
of high-quality services, with special focus on 
leveraging volumes of dedicated cargoes,” 
highlighting, in particular, pharmaceutical 
products, oversize and heavy cargo, dangerous 
goods, and e-commerce traffic, for example. 
And on plans for other areas of ABC’s business, 
he notes: “Following our customers’ needs, 
we will expand our network and enlarge 
the fleet, as well as work on improving the 
digital environment our customers expect to 
experience while working with top-tier cargo 
carriers.”  

E-commerce and digitalisation
Meanwhile, whether or not in partnership with 

affiliated – or non-affiliated – carriers close 
to ABC and VDG, ABC is among the many air 
cargo carriers that expect that e-commerce 
traffic will increasingly be a significant driver of 
growth in the short and medium term. 

“E-commerce is one of the most dynamically 
developing sectors in the air cargo market,” 
Lazarev notes. “It has been growing at 20% 
annually on average during the last 10 years, 
and is expected to continue its upward 
trend with at least 15% growth rates, both 
for domestic and cross-border e-commerce 
shipments. With more than half of all cross-
border e-commerce being inter-continental, air 
cargo is the most preferable mode for delivery, 

especially when it comes to meeting the term 
of 72-hour delivery frames.” 

He continues: “Active development of regional 
fulfilment centres, increasing popularity to 
accelerate online purchases and deliveries, 
simplification of online shopping procedures 
and the emerging level of consumers’ 
confidence in this type of purchasing facilitates 
the increase of air traffic of e-commerce 
purchases to various countries of the world. 
We feel that e-commerce will drive the growth 
of cargo volumes and expect that more 
commodities will be embraced by e-commerce, 
such as pharmaceutical products (non-
temperature-sensitive), household appliances 
(both small and big), furniture items, etc. From 
our side, we are ready to support customers 
with our dedicated ‘abc e-com’ product, which 
could be combined with other products and 
services offered by ABC.”

He doubts the suggestion that e-commerce 
growth could be punctured by changes in 
international postal pricing agreements, 
triggered by the planned withdrawal from the 
UPU by the US Postal Service.

“This is hardly possible because the market 
is so consumer driven; the tendency is quite 
contrary, as more buyers around the world 
expect faster and friendlier delivery terms. 
Indeed, there might be some hurdles on 
certain trade lanes influenced by economic 

CAAS Interview: AirBridgeCargo

Basically, we are 
re-shaping our 

European network 
right now, 

finding the most 
suitable points for 

cargo handling 
and further 
distribution
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B747-400Fs opened up opportunities for further network 
expansion

The B747-8F encouraged ABC’s development of 
specialised cargo products 
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ABC re-shapes its European network
Last October, AirBridgeCargo Airlines signed a 10-year lease agreement 
on a new-build cargo handling facility at Liege Airport as part of plans to 
make Liege its main western European hub and massively upscale its flight 
frequencies to and from the airport. 

The new arrangement signifies a major increase in the cooperation between 
the two companies, which has been growing since October 2017, when ABC 
switched some of its flights there due to slot restrictions at Amsterdam.

Under the agreement, AirBridgeCargo will lease 25,000 sqm of new 
warehousing in a €25 million investment, divided into two phases, with the 
first 12,500 sqm warehouse scheduled to become operational by November 
2019, and the second phase next year. ABC also announced its intention to 
increase the number of weekly flights to Liege from its current weekly level 
of eight flights “up to 30 within the next 1.5 years”, with ABC expecting to 
“be able to leverage growing market demand for special cargoes, especially 
e-commerce shipments”.

Partnership with WFS 
In April, ABC revealed it had chosen Worldwide Flight Services (WFS) as 
its handling partner at Liege Airport, at the same time fulfilling a strategic 
objective of WFS to enter the Liege market.

ABC’s initial plan to increase to 30 flights per week by early 2020, along with 
the original planned opening date of the new warehouse, has been pushed 
back somewhat to the end of 2020, and may still turn out to be optimistic.
Sergey Lazarev, general director of AirBridgeCargo Airlines, says “the 
development of further flights into Liege will be a steady progress for the 
company”, following the opening of the new warehouse facility. “It is a 
planned and gradual increase from eight existing weekly flights up to 30 
weekly flights within the next years, optimistically aiming for the end of 
2020. We are planning to accomplish this through both the introduction of 
new European capacity and the replacement of existing routings. 

“The project is divided into two phases with completion of the first part of 
our handling facilities by the end of 2019 and the release of the second part 
of our premises in the first half of 2020. The new capacity will be introduced 
accordingly after the new facilities are operational to the full extent based 

on smooth workflows in a tailor-made warehouse, set up and meeting all 
the requirements for cargo handling.” 

Filling extra capacity
Asked what makes ABC so confident of filling these extra flights, he 
responds: 
“We have been working on the development of Liege and we are convinced 
we will be able to fill these extra flights, firstly based on support from our 
customers, and, secondly, by the involvement of the airport in the regional 
development and transformation of Liege airport into one of the leading 
airports of Europe. Its geographical location, proximity to distribution 
centres and highway accessibility makes Liege Airport an ideal location for 
leveraging the emerging export-import flows of the region. As opposed to 
other airports experiencing congestion, Liege is more flexible, which opens 
up new opportunities for cargo carriers and provides enough room for 
expansion.” 

Asked if ABC has any specific commitments from customers to use such 
a big increase in capacity, he says: “We are focused on accommodating 
all types of cargoes, including burgeoning e-commerce volumes, as they 
might constitute a major part of our traffic, given the strategic cooperation 
with Cainiao.” Indeed, both Volga-Dnepr Group and Liege Airport have 
cooperation agreements with Cianiao.

“However, e-commerce traffic is becoming more complex and diversified, 
with new types of commodities becoming purchasable through the internet, 
such as non-temperature medicines, electronics (which are usually classified 
as vulnerable cargo), or heavy and hard-to-handle niche goods, which 
includes such oversize items as furniture and household appliances. Having 
said that, e-commerce is not the only driver behind the expected growth, as 
other commodities will also contribute.”

Asked where the additional aircraft capacity will come from to scale up 
ABC’s flights at Liege, Lazarev says: “According to our fleet development 
plans, we will have new aircraft ramping up our existing capacity and we are 
planning to deploy them for Liege frequencies among others. Basically, we 
are re-shaping our European network right now, finding the most suitable 
points for cargo handling and further distribution with friendly cargo 
ecosystems to guarantee our customers the level of services they expect.”

CAAS Interview: AirBridgeCargo

and political situations, but when one door 
closes, another opens – this will facilitate the 
development of another regions, as consumers 
will still target the fastest and most seamless 
online purchase experience.”  

Changing role
In terms of how he sees air cargo carriers’ and 
freighter operators’ role evolving over the next 
few years to meet the needs of e-commerce 
customers and a new generation of digitally 
connected customers and logistics chains, 
he responds: “The only possible option to 
meet the demands of e-commerce customers 
is to guarantee high-quality services with 
enough cargo capacity and flight frequencies 
from regions of production to the points of 
consumption, which now will cover the whole 
world. 

“There is a wide spectrum of things that lie 
behind successful operations for e-commerce 
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shipments. It starts with modern and efficient 
freighters, capable of transporting various 
types of cargoes as well as having an extensive 
network and collaboration with trustworthy 
and reliable partners on the ground, because 
even if the carrier guarantees speed of delivery, 
ground handling hurdles could be the cause 
of delays. And, most importantly, introduction 
of a holistic digital environment which will 
guarantee 100% transparency and visibility of 
cargo status information. 

“We are in an era when all supply chain 
stakeholders are expected to work in tandem 
as never before, stepping away from peep-
to-peer data messaging to data sharing and 
working together to achieve greater supply 
chain efficiency. Digitalization for e-commerce 
shipments involves creating dedicated API 
(Application Programming Interfaces) to 
guarantee instant information flow between 
all the members of the supply chain, with data 
available for all the participants. 

“We, at ABC, have already initiated this process 
for our dedicated ‘abc e-com’ product and 

received positive feedback from our customers 
with e-commerce cargo as they have access 
to real-time data and cargo updates. From our 
perspective, this is the future of digitalization 
– to maximize efficiency and accuracy of cargo 
movement data and deliver it to customers 
in an easy-to-use-and-read format. That is 
why, more than ever, the air cargo industry 
needs highly qualified IT specialists who 
understand the process of cargo flow and 
can adjust all digital processes accumulating 
data so it is all available in one place. Not 
only are we reinforcing our IT team, we are 
also closely cooperating with our partners’ IT 
departments.”  

Market expectations
Meanwhile, on the market demand side, he 
comments: “The beginning of the year is 
shaping up slightly weaker than expected by the 
majority of industry experts. A lot of operators 
have introduced additional capacity at the end 
of the last year and plan more increases to their 
freighter capacity during 2019, which will, of 
course, influence demand-supply ratio and at 
the same time intensify competition. 

“The last two years have been very good for 
the industry, and we know only too well that 
after an upward surge comes the downward 
trend – this is in the nature of air freight 
business, which is cyclical. Our expectation 
is that we will still see growth based on GDP 
figures and market drivers, such as e-commerce 
development and demand for dedicated 
services of special cargoes. Carriers are 
expected to orchestrate their fleet and network 
to meet their customers’ expectations in 
terms of high-quality performance, operational 
efficiency and digital environment.”

He concludes: “From our side, we will be 
focusing on guaranteeing high-quality services, 
including specialty services which have been 
in high demand, introduce more digital 
solutions to enhance customer experience, the 
development of logistics solutions based on 
our customers’ needs, embracing all the areas 
which might be essential for this. Basically, we 
will continue our path of development and will 
adapt to the current environment in the most 
effective manner.”
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Airport cargo real estate 

Heathrow Airport’s cargo handling facilities 
have been the subject of fierce debate – and 
often complaint – for decades, with key 
parts of the cargo estate straining under the 
challenges of handling large volumes, aircraft, 
and road freight vehicles that they were not 
designed for when built more than 50 years 
ago.

But now under the sole control of European 
warehousing and industrial property specialist 
SEGRO, things seem set to change, with major 
plans under development to transform the 
Sandringham Road and Shoreham Road airside 
cargo estates completely over the next few 
years. 

While in part a local UK air freight issue, 
the challenges and issues facing Heathrow 
Airport’s cargo facilities are shared by a 
number of established metropolitan airports 
around the world, coming up against growth 
demands and capacity restrictions and a 
longstanding history of airports neglecting 
to invest in their cargo facilities. And on top 
of that, the need to accommodate and adapt 
to new cargo management and handling 
technology, processes, and changes in cargo 
types and mix are challenges for all cargo 
terminal operators – and those that own or 
manage airport cargo real estate.

With new technology set to enter air cargo handling in the coming 
years, building flexibility within cargo terminals is more important 

than ever, SEGRO’s Gareth Baker tells Will Waters

Creating the space 

Baker: Flexibility is key 
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Airport cargo real estate 

SEGRO’s Heathrow assets sit within its 
London portfolio, in what used to be the 
Airport Property Partnership. SEGRO acquired 
BAA’s 50% interest in the Airport Property 
Partnership in 2010 and bought the remaining 
50% stake from joint-venture partner Aviva in 
March 2017, bringing most of the airside cargo 
assets at Heathrow under SEGRO’s control, as 
well as most of the airside cargo assets at the 
UK’s Gatwick and Stansted airports. 

“In addition to Heathrow Cargo Centre we 
have about 3.5 million sq ft (325,000 sqm) of 
further warehousing space within a 3- or 4-mile 
radius of Heathrow, where we have numerous 
freight forwarders and other companies in 
the aviation industry, including airline catering, 
manufacturing, companies servicing aircraft 
and aircraft engines,” says Gareth Baker, 
SEGRO’s regional director for Heathrow. “So, 
we’ve got quite a diverse range of companies 
on airport and off airport.

“Other aviation related logistics properties 
around the UK include East Midlands Gateway, 
which is just a stone’s throw north of the 
airport, where we have already constructed 
2.7 million sq ft of warehousing and the 
opportunity for around a further 4 million 
sq ft. And we also have logistics and urban 
logistics real estate across London and the 
nine countries across Europe as well.”

Airside assets 
The airside assets at Heathrow under SEGRO’s 
control include the Sandringham Road, 
Shoreham Road – known as ‘the horseshoe’ 
– and the IAG World Cargo Centre. “For all of 
these assets, we are the effective freeholder 
– we have a 250-year lease with Heathrow 
Airport – of which there are about 235 years 
remaining,” Baker explains.
SEGRO has responsibility for the land and the 
cargo buildings up to the airside boundary 
round the back of the sheds, all the way 
to the entrance to Shoreham Road and at 
Sandringham Road. “So, we are responsible 
for the landside management of those estates. 
Obviously, the airside is managed by Heathrow 
Airport.”

On SEGRO’s plans for developing that estate, 
he says: “The buildings are 50 years old, so 
they were built and designed to be built 
pre-widebody aircraft, and prior to modern 
HGV trucks, so we’re fully aware that there 
are operational challenges there in terms of 
landside delivery and in terms of how the 
buildings have been built – i.e. with numerous 
pillars and columns, which isn’t ideal for 
modern warehousing. 

“In addition to that, there is a very high 
office content. The industry is relatively 
‘high paperwork’. So, the high office content 

We’re considering 
turning the cargo 
facilities through 
90° – which we 

think will improve 
operational 

efficiency and 
productivity 
through the 
transit shed

”

”
G A R E T H  B A K E R
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Airport Cargo Real Estate

and pillars have made it a challenging asset, 
coupled with the volume that has been going 
through the airport over the last three or four 
years.”

The recent demand growth spurt has meant 
it has become even more challenging in terms 
of the congestion around the horseshoe, in 
particular, than previously.

In terms of the direction those plans are 
heading, Baker says it is “probably a little bit 
too early” to give a detailed view, but he adds: 
“Discussions are ongoing with Heathrow 
airport, but we have a design that we are 
looking at. We’re considering turning the 
cargo facilities through 90° so they are parallel 
with the runway, rather than in their current 
configurations – which we think will improve 
operational efficiency and productivity 
through the transit shed.”

Complete rebuild
He continues: “If these ideas progress, the 
intention would be to rebuild all those facilities 
completely, which would be carried out in a 
number of phases.” Describing the challenge of 
juggling the development work with continuing 
cargo operations as “a difficult jigsaw puzzle 
to piece together”, he adds: “But our intention 
would be to start at the western end, that is 
the Sandringham Road end, and then build a 
phase, and move some of their customers into 
that phase, and then build-move, build-move, 
build-move, until completion.”

While the plans are “still a work in progress”, 
it is expected that as well as modernising the 
facilities, various changes including reducing 
the amount of office space could create an 
extra 350,000 sq ft of cargo transit warehouse 
space within roughly the same building 
footprint, maximising the footprint by creating 
multilevel facilities.

“We are looking at intensification, and that 
would be by multilevel,” says Baker. “We’ll be 
looking to create around 1 million sq ft in total, 
but this is all subject to further discussion 
with Heathrow Airport.” That would mean 
an increase of almost 35% in the warehouse 
footprint available for cargo operations. 

In terms of the length of project, Baker is 
reluctant to make precise predictions, but it 
will clearly be a multi-year project – potentially 
up to 10 years. “I would hope it would be a 
little bit less, but we’ll see how it progresses 
over the next 6 to 12 months,” he says.

“It is all still to be confirmed, and it depends on 
the occupier and their fit-out, as to when they 
are going to move; but I think we’re looking at 
a fairly lengthy project,” he notes.

To help steer the development, SEGRO has had 
various consultations with Heathrow Airport 
and some of its existing customers. 

While existing cargo handlers clearly want 
to try to solve the current layout and space 
issues, in terms of what else they want 
now that is different from what they’ve got 
currently, he says: “From our perspective, 

we are creating a modern flexible space. I 
think ‘flexible’ is probably the key word. Our 
occupiers will fit out, depending on their 
business requirements and needs. 

“We see technology and automation 
increasing, especially in the wider logistics 
market, and that is definitely something we see 
coming into the air cargo real estate world. 
And by that we’re talking about the height 
of the buildings, (a need for a reduced level 
of) office content,” Baker notes, highlighting 
other key issues in the design considerations 
including the number of access doors to 
facilities, landside and airside, “but in addition 

SEGRO’s intention would be to start the Heathrow Cargo Centre’s 
redevelopment at the Sandringham Road end, working in phases

SEGRO’s East Midlands Gateway development is just 
north of EMA airport
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to that, ensuring that there is enough power 
capability, and connectivity for potential 
automation and technology moving forward”.

Use of automation
Baker agrees that air freight handling has 
remained a fairly manual process in many 
respects, compared with the significant rise 
in the use of automation within higher-end 
general logistics facilities, but he expects 
this will gradually be introduced to air cargo 
handling facilities.

“I think it will go that way,” he notes. “The 
fact is that there are not too many modern 
cargo facilities that have been built recently, 
in the UK especially. And what we have to 
remember is that the current facility has 10 or 
11 customers, so we are talking about a facility 
that is a multi-let estate, whereas if you look at 
airports, for example the Middle East, where 
carriers have been doing that (building new 
cargo terminal facilities), there is quite heavy 
automation there. But there it is just one 
airline or cargo handler.”

Clearly, the needs and expectations – and 
budgets – of cargo tenants within a 

multi-let cargo estate are likely to 
be very different from those 

of a fast-expanding 
airline at its main 

hub airport. 

Baker says discussions on what has to be in the 
designs are ongoing with the airport authority 
at the moment. “We haven’t worked out our 
ideal position, but flexibility is obviously a key 
there.”

Flexibility in practice
So, what does that need to retain flexibility 
mean in practice? “In terms of what we design 
and build, there is a discussion to be held 
around that; but on a very micro scale, it is 
about where walls are going to be, dividing 
facilities, thinking around how the internal 
layout will be, what sort of mechanisation 
users may be using. Will it be as manual as it is 
at the moment? Will there be a need for pits to 
build up freighter pallets? That kind of thing,” 
he explains.

But in terms of the technology itself, that will 
tend to be the responsibility of the tenants. 
“Effectively, we create and build that space 
for them, and they fit out and operate as they 
wish,” he confirms.

In the past, tenants have tended to have 
lease contracts of 3 to 5 years, something 
that will also be up for discussion, although 
the arrangements are likely to vary according 
to the different tenants and the length of 
commitment that they seek. 

Design considerations
While future proofing and flexibility are key 
within designs, especially as the potential 
offered by technology and automation 
continue to evolve, other trends affecting what 
customers are currently looking for include 
issues and opportunities around e-commerce, 
says Baker – including the rate of growth and 
challenges around volume and weight as well; 
“i.e. less weight, but more of it”, he notes. 
“Looking at the real estate perspective, there 
is a wider issue around efficiency, getting 

the goods through the shed to the aircraft, 
and vice versa, as quickly and seamlessly as 
possible, and without too many manual touch 
points.”

As the landlord, he says SEGRO needs to be 
involved in those kinds of discussions, noting: 
“We are engaging with customers and the 
airport authority to try and improve that speed 
and predictability through the facility. We are 
working with the wider community, not just 
with handler and integrator customers, but 
also with freight forwarders and hauliers, to 
try and improve the efficiency for the whole 
supply chain.”

Airport cargo communities have been a 
hot topic of late in Europe, and Heathrow 
Airport’s head of cargo Nick Platts has been 
looking at how to build communications and 
collaboration among members of Heathrow’s 
airport cargo community along the lines of 
successful initiatives at leading airports such as 
Brussels. 

And that is something that the landlord 
also needs to be involved with, says Baker, 
“especially because we’re looking to create a 
redeveloped Heathrow Cargo Centre”.

Community collaboration
Although that Heathrow cargo community 
will continue to be made up of many separate, 
competing companies, working effectively and 
efficiently within the relatively confined space 
that is available does benefit from cooperation 
or collaboration between firms.

“Absolutely,” agrees Baker. “How this operates 
will benefit the whole community, in terms 
of a potential remote lorry park, potential 
technology, access control coming onto the 
estates, throughput through the shed; there is 
a win-win for everybody.”

Airport Cargo Real Estate

Toll Global Forwarding’s UK headquarters are in a new facility on the North Feltham Trading 
Estate, the largest non-airside asset in the SEGRO portfolio at Heathrow
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The creation of a remote lorry park, connected 
via ‘call-forth’ technology to control the access 
of lorries coming onto the cargo estates, is 
something that Heathrow Airport has been 
working on and sees major potential benefits 
from in managing landside vehicle flows and 
limiting congestion of road freight vehicles 
accessing the cargo sheds. This has been and 
remains a major problem, especially at the 
horseshoe.  

Heathrow has been looking for a space to 
create an off-airport lorry park, with the 
airport understood to have identified some 
potential sites that fall within its own land, 
although Baker says that is something that 
Heathrow itself would need to confirm.

Access issues
But the issue of access to the cargo areas is 
something it needs to be involved in. While 
IAG Cargo has its own arrangements for 
its facilities, for the other cargo areas at 
Heathrow, at the moment the identity of the 
lorry takes place at the shed, with no current 
barrier or call-forth capability.  

To create greater control, efficiency and 
predictability, both SEGRO and Heathrow are 
looking at the need of some kind of barrier 
before lorries enter the cargo areas, “so it is as 
efficient as it can be – for example, the goods 
may not be ready to collect, or for exports, the 
shed may not be ready to accept them yet”, 
notes Baker.

He confirms that the outcomes of these 
discussions will be important in terms of its 
plans, with the company not just looking to 
redesign the buildings themselves, but also the 
whole area around them.

“We’re not looking to replace new for old – 
we’re looking at the whole picture, and doing 
what we can to improve efficiencies and 
throughput.”

E-commerce question
And in terms of the e-commerce question, 
a vital one currently within airport cargo 
handling discussions, Baker says the issue of 
how that plays out is a very interesting one – 
for example, whether we see greater use being 
made of off-airport facilities for e-commerce 
sort centres, and therefore a need to create 
new processes that efficiently link with those.

“I think it’s a case of wait and see at the 
moment,” he says. “I’m sure the forwarders are 
reviewing that at the moment and wondering 

how they are going to play that, moving 
forward.”

Other important trends include a growing 
focus on sustainability, an area Baker says 
SEGRO is very keen to play a positive role, “be 
it electrical vehicles, autonomous vehicles, 
carbon-neutral development where possible, 
‘Breeam Excellent’ facilities”.

He continues: “The East Midlands Gateway, 
albeit not airside, will be a great example 

SEGRO also has 325,000 sqm of off-airport 
warehousing space within a 4-6km radius 
of Heathrow, for freight forwarders and 
other companies in the aviation industry

The bulk of Lufthansa 
Cargo’s traffic is routed 

through Frankfurt Airport

Airport cargo real estate 
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of integrating and linking road, rail, and air 
freight.”

And on the technology side, Baker says the 
company is aware that some companies are 
exploring using robots in air freight sheds. 
However, although it is something that air 
cargo real estate developers need to be aware 
of, it is more an issue for the fit-out stage 
than a significant factor in its building designs. 
But the technology behind that wouldn’t be 
something that the landlord would be involved 
in, neither of the hardware nor the IT side.

 “For us, it will be about creating that space, 
that flexible modern accommodation that 
would allow robots or humans to handle 
cargo, and ensuring that there is the power 
capacity there to allow the occupiers to be 
able to operate the facilities as they wish,” he 
notes, concluding: “We are creating the space; 
yes, we are very keen to see what’s happening 
and areas where there are potential industry 
changes; but that would be for the occupiers 
to review and use as they would wish.”

The buildings 
were designed 
pre-widebody 
aircraft, and 

prior to modern 
HGV trucks

”

”
G A R E T H  B A K E R
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Forget about outdated EDI, APIs are 
the game changers, says Lufthansa 
Cargo’s digital transformation head 
Boris Hueske 

Next-
level data 
exchange

Despite their widespread use across many sectors of 
the economy, the air cargo sector is only just beginning 
to adopt the use of potentially ‘game-changing’ 
Application Programming Interface, more commonly 
known as API, technology, reports Donald Urquhart.
 
Boris Hueske, head of digital transformation for 
Lufthansa Cargo, is a full-blown advocate of APIs, 
highlighting to delegates at IATA’s World Cargo 
Symposium how “APIs are used already across 
industries to create new products, new services, new 
sales channels and new business and new business 
models”. As a technology enabling “next-level data 
exchange”, he describes APIs as the “connector of the 
digital world”. They connect “systems, they connect 
companies, they connect markets”, he says. 

In essence, an API is nothing more than a system 
interface that allows software to interact with other 
software, like the user interface of a computer – MacOS 
or Windows, for instance – enables humans to interact 
with computers.

One thing APIs excel at is publishing information from 
a company to the outside world. This can be done 
through an open API in which you share what data you 
choose, or through a more private API which requires 
registration and validation before data is shared. 
As for the air cargo industry, Hueske notes: “We are 
the fastest mode of transport, but sometimes our 
information goes still quite analog, sometimes even 
paper-driven.” In most cases within air freight currently, 
if it’s electronic messaging, then it’s EDI, and if it’s EDI 
then its Cargo-IMP – which Hueske notes, is 40 years 
old. 

A newer variant of messaging is Cargo XML, but this is 
not widespread in this industry, he says. And if you want 
to communicate between cargo Cargo-IMP and XML, 
that’s a problem. 

“We have to watch out as an industry that we do not 
become a kind of Robinson Crusoe, just sitting on EDI 
Island waiting for the last Cargo-IMP ship to connect us 
to the rest of the world that’s already moving very fast,” 
he warns.

There are so many opportunities 
where air freight can use APIs, he says, 
including providing real-time data, real-
time interaction with parties receiving 
the content through APIs – including 
sending totally new data that’s not 
currently available through the defined 
messaging standards. The provision of 
shipment information in real-time to 
customers, real-time or even dynamic 
pricing, booking confirmations, integrated 
payment services, special handling 
services, are all possible through APIs.

Hueske says Lufthansa Cargo already has 
five APIs available – two public (Shipment 
tracking, getRoute) and three private 
ones for clients (getCapacity, getRates 
smartBooking). Lufthansa is one of 
handful of companies at the forefront of 
these developments, giving customers 
unprecedented flexibility in how they 
interact with the carrier, he says. 

Learning journey
“For us it has been a learning journey,” 
Hueske says. The key to success is to start 
small and not make it overly complex, 
which can be seen in Lufthansa Cargo’s 
five APIs that each has its individual 
focus. “They should be small, convenient 
services,” he adds.

APIs are a standard means of digital 
communication and they’ve changed 
industries for a number of years already. 
“I’m convinced APIs will have a major 
influence on our industry. They will help 
us better connect to partners, with 
suppliers and with customers. They will 
help us to offer more convenient services 
than ever before and they will support 
innovation,” Hueske predicts.

So why isn’t the cargo sector using them? 
This is not blockchain, he emphasizes; this 
is about something that already exists and 
is already adding value for a great many 
companies. While some IT investment is 
necessary, these are essentially add-ons, 
“so in my view, there are not so many 
things that need to be done”. 

But he also feels the industry should 
start to standardise the content that 
these APIs make available for sharing. It’s 
possible, he notes, to tap what has been 
standardised under XML for instance, and 
he also gives a nod to the ONE Record 
work that is underway.

“But the most important thing is, let us 
not take another decade to do this. Let us 
start; start small, but fast,” he urges.

Technology Update

Hueske: APIs will have a major influence on 
our industry
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IATA’s ONE Record, a common standard for sharing data across the 
air cargo supply chain, is now mature enough to be ‘deployable’, 

reports Donald Urquhart

Simplifying data-sharing

An ambitious project to create a common 
standard for data sharing across the air 
cargo supply chain, IATA’s ONE Record, has 
now reached a mature enough level to be 
‘deployable’ by IT specialists, and bring air 
cargo communications more fully into the 21st 
century. 

IATA’s head of digital cargo, Henk Mulder, says 
ONE Record holds great promise in enabling 
innovation across the air freight sector. Using 
an analogy of music technology, Mulder notes 
that when the cassette tape came out in the 
1960s, the ability to make and share mix-
tapes of music with friends was “freedom”. 
Cassette tapes became CDs, and CDs became 
downloadable MP3s, and MP3s became 
streaming music, available whenever and 
wherever you want it.

Meanwhile, Electronic Data Interchange or 
EDI came about at the same time as the 
‘old-school’ cassettes, but with one very big 
difference: EDI has not evolved the way music 
mediums have – or barely at all. 

“Now in 2019 we are in the middle of Economy 
4.0,” Mulder says. “When I see that word, it 
evokes images of robots, machine learning, AI, 
Blockchain, all these fancy images,” but yet air 
cargo appears “stuck in the era of the cassette 
tape”, Mulder says.

Economy 4.0
He notes that when we talk about Economy 
4.0, we don’t know exactly where this is 
going to take us; but he says as long as we 
keep incrementally adding things, it will take 
us somewhere very interesting.  “Putting 
another brick in the wall of Economy 4.0” 
is how Mulder describes ONE Record. “… 
and hopefully allow it to move forward in air 
freight to do more interesting things then we 
are doing today.”

The backers of ONE Record – IATA and the 
industry – have a vision for ONE Record: it’s 
an end-to-end digital logistics and transport 
supply chain where data is “easily and 
transparently exchanged in a digital ecosystem 
of air cargo stakeholders, communities and 
data platforms”. To put this in real-world 
terms, it’s a network aimed at sharing data 
without third-party intervention. It also 
links data using the humble URL we 
all know as the bedrock of the World 
Wide Web. This means access to data 
is access to the original, not a copy of 
a copy. 

Freight as a ‘language’
ONE Record also relies on ‘ontologies’, 
which Mulder describes as being 
“like a language”: basically, 
freight as a language 
where context allows 

Technology Update

We have 
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all the way up 
and down the 
supply chain, 

from shipper to 
consignee
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different parts of the supply chain to interact 
and understand each other when it comes to 
data. This is increasingly important, he says, 
because new data models are continuously 
being developed, increasing the complexity of 
data exchange.

It’s also about all-important data security – for 
example, is the person you are considering 
sharing data with, really the person they 
say they are? ONE Record will provide this 
authentication, through a network of identity 
providers such as IATA for air carriers and 
other community members for other parts of 
the supply chain.

Mulder says the effort has been very much 
focused on the airline-forwarder relationship, 
“but when you start looking at how we have 
to improve connectivity in the industry, going 
all the way up and down the supply chain, it’s 
from shipper to consignee.” All the parties 
need to be able to interact with a standard like 
this, he adds.

Multi-modal projects
Currently the ONE Record team is working on 
several multi-modal projects and has started 
‘mini-pilots’ involving some 40 companies, the 
purpose of which is to validate whether what 
has been done so far is fit for purpose, and to 
communicate back where improvements in the 

API, ontology and security can be made.

ONE Record is the work of over 60 
participants from across the breadth of the 
supply chain and has been endorsed by the 
IATA Cargo Services Committee in Singapore 
at the WCS 2019 as a recommended practice. 

Technology Update
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Outsourced unit load device (ULD) 
management firm Unilode and ULD 
manufacturer Nordisk have developed an 
integrated pallet edge rail solution for digital 
tags, to assist with the rollout of Bluetooth-
based ULD-tracking technology.
 
With Unilode equipping its ULD fleet with 
digital tags based on Bluetooth Low Energy 
(BLE) 5 technology, the solution developed 
for Nordisk pallets “meets Unilode’s 
objective to provide a reliable, durable, yet in 
daily operations almost invisible and non-
obstructive mounting solution for digital pallet 
tags”, Unilode said. 
 
Existing Nordisk pallets, including heavy duty 
pallets, will be retrofitted with the digital tags, 
enabling ULD tracking and measurement of 
temperature and shock. New pallets can be 
acquired ex-works with a pre-installed tag.
 
Nordisk president Richard Betts said: “The 
integrated x-rail digital solution for Unilode 
has been developed in cooperation over 
the past few months. Nordisk is pleased to 
contribute to Unilode’s award-winning digital 
transformation programme, which is the next 
step of evolution in the aviation industry. 
Nordisk pallets will be fitted with the x-rail 

solution in the coming months, and we look 
forward to the digital pallets being used by 
Unilode’s customers worldwide.”

Unilode CEO Benoît Dumont said: “It is 
our clear ambition to bring the aviation 
industry to the next level of efficiency and 
supply chain transparency with digital ULDs. 
Sophisticated and smart solutions require 
stronger collaboration between the players 
along the supply chain. The digital solution 
for Nordisk pallets is the result of a successful 
cooperation and an important step towards 
our goal to digitalise Unilode’s entire ULD fleet 
for the benefit of all our current and future 
customers.”

News highlights: Digitalisation

Unilode’s digital ULD 
solution now available 
for Nordisk pallets  

Saudia and Saudia Cargo 
start digitalisation journey 
with Unilode

The two companies have developed an integrated pallet edge rail 
solution for digital tags

Full digitalisation of ULD fleet will give the airline greater visibility 
throughout its network

As part of the next phase of the collaboration 
between Saudia, Saudia Cargo, and Unilode, 
the ULD management specialist will roll out 
its ULD digitalisation programme to the airline 
group, to enable Saudia and Saudia Cargo 
to offer value-added digital services to their 
customers. 

Omar Hariri, CEO of Saudi Airlines Cargo 
Company, said: “Saudia Cargo aims to 
continuously enhance service levels and 
develop effective logistics solutions to 
the highest industry standards. The full 
digitalisation of our ULD fleet by Unilode will 
enable us to achieve just that, allowing us to 

have better quality assurance, more insights 
and greater visibility throughout our network, 
which will develop our cargo capabilities.”        

Saudia and Saudia Cargo awarded the 
management of their containers and pallets to 
Unilode in 2016.
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SAS Cargo and Unilode Aviation Solutions are 
further deepening their collaboration, with 
Unilode “digitalising” SAS Cargo’s container 
fleet, starting in the second quarter of 2019. 

This agreement forms part of Unilode’s digital 
transformation programme, which is based on 
Bluetooth Low Energy (BLE5) technology and 
a global reader infrastructure, and enables ULD 
tracking and the measurement of temperature, 
humidity, light and shock in air freight 
shipments, among other benefits.

The two said the development was 

another major milestone in a long-standing 
collaboration, which started in 2011 with 
the conversion of SAS Cargo’s ULD fleet to 
lightweight containers, enabling SAS Cargo 
to take the next step in fulfilling its digital 
ambitions.
 
Leif Rasmussen, SAS Cargo Group President 
and CEO, said: “Unilode’s digital transformation 
programme supports SAS Cargo’s digital 
initiatives by offering value-added services to 
SAS Cargo’s customers. The digitisation of our 
ULD fleet will bring SAS Cargo to the next level 
of supply chain excellence.” 

News highlights: Digitalisation

SAS Cargo and Unilode 
deepen collaboration to 
enable digital tracking
Scandinavian airline says the digitisation of its ULD fleet will take its 
services to the next level 
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News highlights: Cool chain

Worldwide Flight Services (WFS) and Swiss 
WorldCargo have opened New York’s first 
GDP-compliant pharma facility after achieving 
certification of its Building 66 at JFK airport.

The two said the move underlined the growing 
focus on compliance within the pharma 
sector and its air logistics partners. WFS said 
the Good Distribution Practice certification 
confirms the company’s compliance with 
WHO, IATA, and PDA quality standards for 
handling pharmaceutical and life science 
products, as well as with SLAs signed with 
individual airline customers in New York.

Michael Simpson, WFS’ EVP Americas, said the 
move was “is in response to growing customer 
demand for high quality, standardized pharma 
handling”, adding: “We will continue to 
expand our network of certified facilities, 

adding to our current list of JFK and Miami in 
the Americas as well as multiple locations in 
Europe.”

Michael Ganz, head of Northeast-Midwest USA 
and Canada for Swiss WorldCargo, said: “This 
latest addition of GDP-compliant facilities 
allows us to offer additional quality corridors 
to our pharma and healthcare customers. The 
certification of our single-airline facility in New 
York further strengthens our position as a 
global quality leader.”

WFS said this initiative was aligned with 
the company’s “programme to provide 
coordinated cold chain handling services which 
secure product integrity and ensure patient 
safety”. It said achieving GDP certification was 
“further evidence of the company’s ability 
to deliver resilient working procedures and 

processes, as well as specialized and dedicated 
equipment for the handling of sensitive 
temperature-controlled cargo”. 

The features of the programme include a 
Pharmaceutical Handling Quality Manual and 
Quality Management System, dedicated cooler 
facilities, a Special Products Manager, as well 
as providing a team of fully experienced and 
trained personnel. WFS also invested in a new 
cooler for the 1,000 sq ft pharma facility at 
JFK in support of the GDP requirements.

In 2018, Swiss WorldCargo received a 
global CEIV certification, demonstrating 
that it adheres to the highest standards 
of pharmaceutical handling at its stations 
worldwide. 

WFS has also signed a 15-year lease on a 
new state-of-the-art, 346,000 sq ft (32,000 
sqm) cargo terminal at the airport, the first 
phase of the Port Authority of New York and 
New Jersey’s comprehensive Vision Plan. 
The facility, which will have a throughput 
capacity of over 300,000 tonnes a year, “will 
offer improved cargo flows and reduced 
transfer times, shorter truck waiting times and 
incorporate the latest security and screening 
systems and procedures”, WFS said. It will also 
house dedicated facilities for temperature-
controlled pharmaceutical products and 
perishables cargo when it opens in 2020-21.

WFS and Swiss open JFK’s 
first GDP-compliant 
pharma facility
Worldwide Flight Services and Swiss WorldCargo complete Good 
Distribution Practice certification of Building 66 at New York 
airport
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Cool Chain Association (CCA) members have 
piloted a new scheme aimed at improving the 
supply chain and tackling food loss, sharing 
temperature data across the cool logistics 
chain for perishable consignments moving 
from Latin America to the Middle East.
 
Partners for the pilot included Cargolux, 
Able Freight, AirFrance KLM, SmartCAE and 
Xtreme Technologies, who together monitored 
five pallets of berries and avocados from 
Guadalajara, in Mexico, to delivery in Kuwait, 
using loggers powered by secure Near Field 
Communication (NFC) technology.
 
“This has never been done before, said Edwin 
Kalischnig, outgoing secretary general of 
the CCA and CEO of Xtreme Technologies, 
which provided the NFC loggers used in the 
pilot, working with Avery Dennison. “Once we 
identify gaps, we can look at where we can 
improve, and that is how change happens. 
Establishing trust is important, and this is 
the beginning of a journey towards less food 
waste.”

Temperature movements, including excursions, 
revealed by the pilot data will be analysed by 
Philippe Schuler. He presented preliminary 
findings with Edwin Kalischnig at the CCA’s 
Perishables Conference in May.
 
“Forty percent of the food transported around 
the world [air, ocean, land] needs refrigeration 
and 20 percent of food loss is caused by a 
breakdown in the cool chain,” said Schuler. “If 
you have the common objective of reducing 
food waste, you can achieve it, but we are 
not transparent across the cool chain and 
accountability is a problem. The CCA project is 
a starting point, and as we get more data, we 
will be able to be more scientific and look to 
develop best practices and solutions.”
 
Three NFC loggers were placed in an aircraft 
lower deck pallet during the pilot scheme to 
measure the temperature at the top, bottom, 
and in the middle of each consignment. 
Schuler and Kalischnig suggested data 
collected during the programme could be 
analysed in the context of a metric called 

‘Degree-Hours’, which takes temperature and 
time into consideration to give an absolute 
figure against which consignments on a given 
journey can be measured.
 
“This opens up a new way of working, 
where we are not pinpointing the excursion, 
but looking at the journey as a whole and 
developing solutions,” said Eric Mauroux, 
Director Verticals & Global Head of Perishable 
at Air France KLM Martinair Cargo, and CCA 
Treasurer.
 
“When we talk about data sharing, often 
people approach it from the angle of 
transparency. In fact, it is also having an 
understanding that data creates value and 
it is up to each part of the cool chain to 
understand the value it brings to them. That 
could mean developing an adapted offer, 
or complying, or introducing traceability or 
increasing shelf life, for example.”
 
Andrea Gruber, Head of Special Cargo at the 
International Air Transport Association (IATA) 
said IATA was looking forward to continuing 
to get feedback, share ideas and work with the 
CCA as it develops its CEIV Fresh perishables 
transport standard. 
 
“The CCA project is a good example of 
bringing everyone involved in perishable 
business together to find solutions. To ensure 
transparency, a change of mindset is needed 
for all of us. Let us all be very honest so that 
we can work towards improvements and 
reliable partnerships.”

Cool-chain data-sharing 
pilot ‘demonstrates 
benefits of transparency’ 
CCA members plan the next stage of project after successful 
‘industry-first’ trial

News highlights: Cool chain
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News highlights: Sustainability

Rhenus Logistics has introduced what it claims 
is the first worldwide air freight carbon dioxide 
(CO2) reduction programme in the world. 

The European logistics provider said its 
free-of-charge Rhegreen service offers the 
opportunity to choose a ‘greener’ aircraft for 
the shipment of cargo by air freight. It said 
its freight forwarding unit, Rhenus Logistics 
Air & Ocean, had established a system that 
calculates rankings for airlines by considering 
the aircraft types, fuel efficiency and the 
distances involved. The system is based on 
which aircraft is the most efficient in terms of 
carbon dioxide emissions on any route. 

The calculation system, which was validated by 
an external organisation, enables reductions 
of between 10% and 40% in CO2 emissions, 
the company said. For example, by choosing 
the Airbus A350 or Boeing 787 Dreamliner 
for the shipment of 1,000 kilogrammes from 
Amsterdam Airport Schiphol to Shanghai, 

customers can save one tonne of CO2 in 
comparison to the average CO2 emissions on 
that particular route. 
 
Rhenus is now offering the Rhegreen service 
initially from Amsterdam Airport Schiphol 
to five destinations: Chicago, Mexico City, 
Mumbai, Shanghai and Singapore, with plans to 
expand to other destinations from Frankfurt, 
Brussels, Madrid and other origins in the 
coming months.
 
Rhegreen was developed by Krista Zuurmond, 
quality manager for Rhenus Logistics Air 
& Ocean in the Netherlands, and Frank 
Swart, head of air procurement and product 
development. Their aim is to create awareness 
of the possibility of sending air freight 
with lower CO2 emissions and thus lead to 
heightened awareness throughout the entire 
logistics chain, Rhenus said.
  
“The demand for a sustainable supply chain 

continues to grow,” said Tobias Bartz, a Rhenus 
board member. “Rhegreen is a major step in 
offering our customers the choice to reduce 
the CO2 emissions of their air freight. The 
roll-out of this free-of-charge service will offer 
our customers the opportunity to partner 
together with Rhenus on creating a more 
sustainable future.”

Rhegreen is one of several projects that are 
part of a corporate initiative entitled Rhevo, 
a Rhenus in-house innovation initiative to 
encourage and motivate employees to identify 
and further develop innovative ideas on 
processes and products, by means of digital 
concepts, as well as establish new ideas on 
services.

The Rhenus Group is a global logistics 
services provider with an annual turnover of 
€4.8 billion, employing 29,000 people at 610 
locations worldwide. 

Rhenus offers ‘greener’ air freight 
options 
‘Rhegreen’ service offers the opportunity to choose a carrier or routing with a lower carbon footprint, 
enabling reductions of 10-40% in CO2 emissions
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