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Presentation Notes
I am very pleased to be here at the 2nd ICAO Air Transport Conference and to be on this panel to talk about Air Cargo.



Overcoming Restrictions and Lessons Learned  

Focus on 2 aspects from FedEx Experience 
 

–Advocacy 
–Advocating for changes in regulatory environment allowed FedEx to start 
operations and has remained a hallmark of FedEx today  
–Engaging with Governments to find solutions which allow necessary government 
functions and trade facilitation to exist together 
 

–Information 
–“The information about a package is just as important as the package itself.” (Fred 
Smith, 1978) 
–Information from private companies can be used to help in the regulatory world 
(finding the needle in the haystack).  

•   
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I wanted to focus primarily on 2 of the questions that this panel has been asked to address:  
How to overcome restrictions preventing the air cargo industry from reaching its potential? And
Which lessons can be learned from integrators?

And for that I wanted to briefly focus on 2 aspects from the FedEx Experience
Advocacy and the Use of Information

Advocating for changes in the regulatory environment is what allowed FedEx to start operations and has remained a hallmark of FedEx today.   That advocacy has really been about engaging with gov’ts to find solutions which allow necessary gov’t functions and trade to exist together.
And
Information has also been a hallmark of FedEx.  Fred Smith famously said that the information about a package is just as important as the package itself.  And this ties back to advocacy in that our experience has been that information from private companies can be used to help in the regulatory world. It’s about finding  the needles in the haystack for customs or security—or maybe even better, shrinking that haystack by allowing legitimate traders to be removed from that stack.




FedEx Today 

Presenter
Presentation Notes
First, let me tell you a little bit about FedEx today.   I work at FedEx Express, which is the original company, the airline, providing express service.  But in 1998, after we made several acquisitions, including Caliber Systems, Inc., we created the holding company, FedEx Corporation with these operating companies underneath including FedEx Express.  Caliber became FedEx Ground, our small package ground shipping service in US and Canada.  FedEx Freight is the U.S. provider of less than truck load freight services.  FedEx Trade Networks is the global freight forwarding arm of FedEx and is the largest-volume customs entry filer in North America.  FedEx Supply Chain Services is our business solutions, Customs Critical provides customized shipments for individual shippers and FedEx  Office provides retail outlet for FedEx services along with printing services. 

Above these operating companies, FedEx Services provides sales, marketing and communications, information technology and customer service for the entire FedEx group.  



Express Services 

– What do Express Companies do?  What is an integrator? 
  

• Door-to-door Air-Ground Network  
• Time Sensitive, High-value Shipments 
• Information Intensive 
• Global Operations 
• Customs Cleared 
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Since one of the questions is what are lessons learned from the integrators, I thought it would be helpful to describe what an integrator is.

These are some of the general parameters.



Connecting 95% of Global GDP Within 72 Hours 
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I think this statistic highlights the global and time sensitive nature of an integrated express company like FedEx.   We connect 95% of Global GDP within 72 hours.



FedEx Express and the Regulatory Environment 

– Began operations in Memphis on April 17th, 1973 with  
10 small planes and 186 packages going to 25 cities 
and operating under existing regulatory exceptions for 
small aircraft 
 

– Network Concept proved itself,  giving rise to 
necessity of changing the regulatory environment 
leading to U.S Air Cargo Deregulation in 1978 

 
– Followed by U.S. Interstate and Intrastate Trucking 

Deregulation 

Presenter
Presentation Notes
A lot of you all, I am sure, have heard the story of how FedEx began  and how it involved some very persistent advocacy for regulatory change.  Recently Brian Havel interviewed Fred Smith as part of the DePaul Conversations with Aviation Leaders project.  It’s a great interview to watch with Mr. Smith describing how all of this happened.  I’d recommend it.  (John Byerly)

We began operations in Memphis in 1973 with 10 small planes and 186 packages going to 25 cities.   Fred Smith’s concept for the company was a network using a hub and spokes system, where one person on the network could ship to any point along that network.  The regulatory environment at that time dealt only with point to point services.  So FedEx started outside that environment using small planes that were not economically regulated. But basically, Mr. Smith’s concept proved itself, the company outgrew the small planes and with a lot of shoe leather work in Washington, U.S. Air Cargo was deregulated, allowing, among a lot of other things, FedEx to expand.   FedEx’s push on deregulation continued with the deregulation of interstate and intrastate trucking deregulation allowing our trucking operations to expand. 



FedEx Express and the Regulatory Environment  

• With changing business climates such as Global Supply Chains and E-
Commerce, later regulatory efforts included international as well as U.S. 
domestic efforts: 

– International Aviation  
– Aircraft Noise and Emissions 
– Postal  
– Customs 
– Security 
– Trade  
• There have been many accomplishments through work by individual 

companies, associations and governments but obviously still work to be 
done 

– Ownership and control laws 
– Free-trade agreements 
– Expand, further liberalize Open Skies 
– ATC and Infrastructure 
– More efficient border processes 
– Risk-based Security 

• FedEx has had a special emphasis on trade and we are committed to 
extolling the demonstrable benefit of growing world trade and pushing 
politicians  to look at the greater good of endorsing new treaties 

 
 

Presenter
Presentation Notes
As we expanded globally and with the changing business environment with global supply chains and e-commerce our regulatory efforts our regulatory efforts expanded to include international as well as domestic efforts.   Unlike the original deregulation work, these are not deregulation but rather liberalization, as in international aviation or looking for the balance between legitimate governmental interest and trade facilitation n terms of aircraft noise and emission, or customs and security or determining the lines of a monopoly vs a commercial operation in terms of postal.  A lot of accomplishments have been made on all of these fronts and barriers and restrictions eliminated for aviation with the good work of individual airlines, and associations like IATA, TIACA  (Oliver), Express associations and Governmental groups like ICAO and the WCO.  We obviously have a lot of other work to do in areas such as ownership and control, free trade agreements, further  liberalization of Open skies and certainly maintaining what we have, along with ATC and infrastructure issues and more efficient and risk based border processes.  

Let me very quickly turn to an area that has broader application than just aviation but one that FedEx has had a special emphasis on—that is trade.  We are committed to preaching the gospel of  the benefits of liberalization in world trade regimes.  Unfortunately these efforts have been a slow slog but we view the recent WTO trade facilitation agreement as a real success.  



FedEx Express and the Regulatory Environment 

• WTO Trade Facilitation Agreement (Bali Agreement) 
 

• First multilateral trade agreement out of WTO in its 19 years; an important 
milestone for our industry 

• Culmination of many years of public advocacy on benefits of efficient customs 
and border management  

• Provides for transparency, cost-based fees, pre arrival release, risk management 
systems, expedited customs procedures and single window clearance 
procedures 

• Not everything we wanted but over the long-term should improve customs 
performance in key developing countries 

• 2/3 of WTO members must ratify by target date for entry into force July 2015 
• Implementation flexibilities are highly complex and many provisions won’t to be in 

place for many years 
• OECD estimates that once fully implemented, the agreement will achieve 10% 

transaction cost savings in developed countries and 15% transaction cost 
savings in developing and least developed countries 
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It is the first multilateral trade agreement out of the WTO in its 19 years and an important milestone for our industry.   It is certainly not everything that we wanted but it has great promise in terms of creating long term incentives for efficient customs and border management.   After all, we can have the fastest and largest planes but if everything slows down when it hits the border,  that’s obviously not good, especially for an express service.   

We are actively involved in lobbying to ensure that this agreement is ratified—2/3 of the WTO member countries must ratify for entry into force July 2015.  

There are a lot of complex and flexible implementation provisions for developed and developing countries and some of the provisions won’t be in place for many years.   However, if we were able to see this agreement full implemented,  OECD estimates that it would achieve 10% transaction cost savings in developed countries and 15% in least developed countries.



Information 

Fred Smith realized that tracking packages—knowing points of origin, movement 
through the system, and estimated times of arrival—was nearly as valuable as 
the packages themselves 
 
•Internal  

– The need for speed means the need for control; everything is tracked 
•Shippers 

– Assists with inventory management 
– Technology solutions to solves shippers’ business problems with technology 
– Provides transparency and reliability 
– Provides protected environment for special shipments with devices that can 

transmit key variables: temperature, barometric pressure, humidity, shock 
and location 

•Government 
– Opportunities for cooperation, especially with customs and security 
– Digital screening can be as important or even more important than 

physical screening 
– ACAS 
– New Opportunities 
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In addition to advocacy,  the extensive use of information is another way to overcome restrictions in air cargo and a possible lesson learned from integrators.     There are 3 general uses for information in our system.  Internally we track everything; it supports our requirement for speed and reliability.  With shippers, it assists with inventory management and other business problems and assists with shipments requiring special needs like temperature control.  With the government, in addition to just compliance with regulations, we have found opportunities for cooperation, especially in the security world.  After the Yemen incident in 2010, where terrorists attempted to put a bomb on our and UPS’ plane,   the security officials quickly recognized the value in having access to information we collect early in the shipping process.  We were able to partner with TSA and other security officials and develop an advance information system that helps immensely with the security process while still allowing the legitimate shipments to proceed—the shrinking of the haystack that I mentioned earlier.  



Efficient Border Clearance is Critical to Leveraging  
the Full Potential of Innovative Supply Chains 
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One of the huge benefits of Information is that it is a critical factor in efficient border clearance which is critical to leveraging the full potential of innovative supply chains.



Express Airfreight Empowers Businesses and Consumers Around the World 
Providing  Access to Goods, Services and Ideas from Around the World 

Presenter
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Access is a word we use a lot at FedEx  which we think boils down what express airfreight does:  empowers businesses and consumers around the world, providing access to goods, services and ideas around  the world.

The years we have spent with a lot of you in this room pushing for change in the regulatory world and  our focus on information have contributed to broadening that access and removing restrictions and barriers to air cargo.   And we still have a lot of work to do.
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