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shipments a day, a figure that shocked 
delegates.

IATA director general and CEO 
Giovanni Bisignani did not attend the 
event in person. In a video message, 
he said the air cargo industry must 
improve its quality and reduce costs. 
Cargo 2000 must be adopted as the 
quality standard for the whole supply 
chain and had proven it could drive 
down document processing costs and 
Customs penalties, while enabling 
shippers to improve transit times by 
24 hours and reduce buffer stock, he 
claimed.

The industry now had electronic 
versions of 16 documents available — 
“great but not enough”. IATA wanted 

to convert another four documents to 
electronic format and bring 20 more 
countries into the e-freight environ-
ment this year, potentially covering 
80 percent of international ship-
ments, Bisignani said.

An industry standard electronic air 
waybill (e-AWB) that will eliminate 
the need to print, handle and archive 
paper airway bills is being trialed by 
three airlines and 11 freight forward-
ers. It has been filed with govern-
ments around the world for approval, 
and last month received crucial en-
dorsement from the US Department 
of Transportation.

Popovich commented that print-
ing, handling and archiving paper air 

waybills had been “a noose round the 
industry’s neck for 25 or 30 years”.

This will also be a critical year for 
security. IATA’s Secure Freight strate-
gy focuses on a data-driven, risk-based 
approach with shared responsibility 
throughout the supply chain. The aim 
is to secure the supply chain by de-
fining, auditing and registering secure 
operators that act in compliance with 
a quality assurance system.

Enhancing security through con-
sistent standards and procedures 
could achieve $468 million of cost 
savings, IATA has estimated. The first 
pilot project is in Malaysia and three 
more projects are scheduled later this 
year. ACW

Cool chain is 
lucrative — 
when we get 
standards right

Senior air cargo CEOs surveyed 
by consultants Oliver Wyman, 
including six of the world’s 

top 10, have identified pharmaceu-
ticals, perishables and temperature-
controlled cargoes as a niche where 
they can add value and turn a realis-
tic profit.

Wyman’s Niko Hermann, present-
ing the survey findings in Vancouver, 
said part of the appeal was that car-
riers believe customers can look be-
yond price in this market segment, 
and are interested in service attri-
butes such as speed, reliability and 
good handling. Some 43 percent of 
respondents said their short-term in-
vestment focus would be on improv-
ing cold chain capability.

Carriers are certainly willing to “go 
the extra mile” to make sure expen-
sive pharmaceutical shipments reach 
the consignee on time and in good 
shape. Ameet Sareen, cargo prod-
ucts manager for Air Canada, told 
the symposium that IATA’s revised 
Chapter 17 of the Perishable Cargo 
Regulations laid out practical guide-
lines for carriers on documentation, 

storage, the importance of despatch-
ing freight as booked, temperature 
monitoring, maximum Tarmac times, 
training, contingency plans and close 
communication with the shipper.

All these criteria were severely 
tested when AC had to move 21 ac-
tive units from Toronto to Paris for a 
high-profile pharma manufacturer. “It 
was a high-value product and there 
were high expectations. We had no 
room for error,” Sareen said.

Severe weather in Canada on the 
day of the flight led to the aircraft be-
ing downgraded. It could not carry 
any of the units. The choices were to 
retain the shipment in Toronto over-
night, monitoring the temperature 
every two hours, or truck to Montreal 
to make a same-day movement.

The shipper preferred the first 
option but a lack of specialist labor 
available in Paris on the later sched-
ule meant it reluctantly chose the 
road transfer. The 600km drive to 
Montreal takes seven hours in nor-
mal weather, but with snow, wind and 
temperatures down to -17degC, the 
two reefer trucks arrived only 45 min-
utes before AC’s scheduled departure 
to Paris.

In the event the incoming flight 
was two hours delayed. The adverse 
weather led to Montreal calling a “red 
alert” under which no cargo can be 
loaded, and AC’s station controllers 
were told at short notice that 15 units 
would be bumped.

The carrier immediately escalated 
the issue and after high-level discus-
sions with the airport’s operations 
control center was able to override 
the red alert, allowing the entire ship-
ment to be loaded. The job was com-
pleted just four minutes before the 
flight, now 3 ½ hours late, pushed 
back.

The delay in loading meant the 
containers had been exposed to ex-
treme cold. Although AC had gone to 
great lengths to expedite delivery, it 
was informed that two boxes had suf-
fered temperature deviations outside 
the normal parameters.

“We never found out the effect on 
the contents, but the customer has 
maintained business as usual with us,” 
Sareen said. “The experience result-
ed in enhancements to our AC Cool 
product. We now monitor tempera-
ture all the time, where previously it 

Herrmann: CEOs investing in cold chain
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was at the discretion of the individual 
station. The standard cutoff is now 60 
minutes instead of 120 minutes, and 
we guarantee to deliver off the plane 
within 90 minutes at destination.”

Things can go wrong even with the 
most valuable temperature-controlled 
cargoes. Shirley Ann Field, deputy 
director of supply chain quality and 
compliance at Sanofi-Aventis, recalled 
an incident when an entire shipment 
of a launch product was lost following 
a nine-hour flight delay in tempera-
tures of -10degC. Her company had 
stipulated the goods should go back 
to the warehouse within 90 minutes if 
there were problems.

Field said that in terms of supply 
chain integrity, the greatest exposure 
was at airports and their handlers. 
“How can we get them to buy in?” she 
asked.

It was rare for pharmaceutical 
companies to have direct quality 
agreements with carriers, Field add-
ed. Agreements were with forwarders 

and although shippers stipulated what 
they should do, “it’s a black hole”.

Larry Sweeney, senior director of 
distribution and logistics at Genzyme, 
said drugs companies simply could 
not afford to lose entire $5 million 
worth of pallets.

“My job is not complete until the 
box of medicines is with the pa-
tient. In 15 years in the industry I’ve 
watched pharmaceutical boxes move 
as [regular] boxes. I’m now paying 
twice as muich to an integrator to 
make the process work.”

Mark Mohr, product development 
and speciality sales manager in Con-
tinental Airlines’ cargo marketing 
department, said forwarders were 
“notorious for bundling to drive rates 
down. They make the bookings and 
are not working with airlines at phar-
maceutical service level”.

Handlers are a critical piece of this 
jigsaw, but delegates agreed is was 
just assumed that they would get on 
with their jobs.

In a later session on ULD manage-
ment, Bob Rogers, VP Asia Pacific for 
ULD manufacturer Nordisk Aviation 
Products, said there were probably 
100,000 to 200,000 people loading or 
handling airfreight whose training in 
most cases comprises five minutes of 
“this is what you do” before beginning 
their job.

Careless handling is an issue not 
just for cargo but for the $2,000 units 
themselves. Lack of adequate storage 
facilities is an issue at many airports. 
ULDs can be lost or damaged, and 
Rogers said it was not unknown for 
them to blow across runways.

The conclusion was that better 
training is needed across the board, 
for handling agents, forwarders and 
airline personnel. 

IATA’s ULD Working Group is to 
seek funding from the industry for a 
training video to underline the qual-
ity standards needed in this often 
neglected corner of the airfreight in-
dustry. ACW

The upturn from “the deepest 
hole the industry has been in 
since the second world war” 

looks increasingly strong, but Brian 
Pearce, chief economist at IATA, 
warned of potential problems turning 
that growth into profit.

There were big regional variations, 
Pearce observed. Developed econo-
mies, especially in Europe, were “pret-
ty flat”. Developing economies, by 
contrast, were rebounding so sharply 
that banks were increasing interest 
rates, fearing a return of inflation.

“Average rates are higher than they 
were 12 months ago, but with increas-
es only on a few lanes,” Pearce said. 
“Southeast Asia to Europe has recov-
ered to pre-recession levels of $2.50 
per kilo but we have barely seen any 
recovery on eastbound rates of about 
$0.50. Europe-North America is also 
lagging.”

The world freighter fleet shrank by 
160 last year, but 50 new freighters 
were due for delivery in 2010 and the 
wide-body fleet overall was set to ex-
pand by 4-5%.

“Asset utilization remains poor,” 
Pearce said. “The average hours flown 
by freighter operators are stable, but 
wide-body utilization was down 7-8 
percent in 2009 at 10.8 hours a day, 
which, in a capital-intensive industry 
like ours, has been raising unit costs 
and hampers our return to profit.”

Losses were coming down substan-
tially, but he predicted European car-
riers could still lose $2.5 billion and 
their North American counterparts $2 
billion this year.

United Airlines senior vice presi-
dent of cargo, Scott Dolan, said that 
while the worst was over, high un-
employment was still influencing the 
public’s purchasing behavior. The 
US property market was still being 
propped up by government stimulus 
packages but these would not con-
tinue forever.

Consumers had been “traumatized” 
by events of the last few months, 
agreed David Hoppin, managing part-
ner of consultant MergeGlobal. They 
were trading down and cutting dis-
cretionary spending after seeing their 

wealth evaporate. He thought con-
sumer psychology may have changed 
permanently.

Ram Menen, division senior VP 
cargo at Emirates, said: “Trade vol-
ume is not what it was but new con-
sumer electronic products are coming 
in that will drive air cargo.” As China 
and India became powerful domes-
tic economies, consumption patterns 
would change dramatically. ACW
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Dolan: high unemployment still a factor

Asia’s new consumers will power recovery


