
Air Cargo 
Cleared For 
A Takeoff 

Despite a slowdown in airline traffic triggered by a national recession, the 
outlook for air cargo appears encouraging in a new operating environment 
free of most government restrictions on routes and rates. A new analysis 
suggests that the deregulation of air cargo five years ago has given a 
boost to the Southeast's major airports—seemingly at the expense of 
smaller communities and their airfields. 

Five years after the Congress voted legislation 
lifting decades of government restrictions on the 
transport of air cargo, deregulation appears to 
have reshaped the movement of cargo in the 
Southeast. 

The Cargo Reform Act of 1977, which preceded 
the more publicized deregulation of air pas-
senger service by more than a year, has helped 
generate a wealth of new service for major 
airports such as Atlanta. Their tonnage figures 
and airport revenues have climbed, as passenger 
airlines and all-cargo operators alike have con-
solidated flights at cities with high population 
densities. 

Not only did deregulation free existing carriers to 
compete for each others' business, but it opened 
the door to investors willing to gamble on creating 
new airlines. Many entrepreneurs have taken 
that plunge, even though the recession, high 
interest rates, air traffic control restrictions, mount-
ing industry losses and high start-up costs have 
l imited the growth of new airlines recently. 
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Shift Toward Larger Hubs 

Large southeastern airports have grown to 
handle about 90 percent of all cargo shipped in 
the region. The region's large hub airports have 
achieved that growth despite the braking effect of 
a lingering national recession. In fact, the region's 
large airports outpaced the nation's cargo tonnage 
growth by almost 24 percent from 1972 to 1981 
(see Table 1). The large hubs have also gained in 
their share of the national total of enplaned 
cargo, moving from 11.5 to 14.2 percent during 
that same period 'see Table 2). 

Most of the gains enjoyed by big airports 
clearly have come at the expense of smaller 
airports in the region. Smaller facilities have seen 
their cargo service plummet since air carriers 
were given a free hand to curtail flights into less 
profitable cities. The severe impact of deregulation 
and the national slowdown on smaller hub cargo 
traffic is dramatized by Table 1. Enplaned revenue 

M A R C H 1983, E C O N O M I C REVIEW 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1983



Table 1 . Historical Growth of Southeast Air Cargo 
(Enplaned Revenue Tons) 

Percent Change 
Large Hubs 1972 1974 1976 1978 1980 1981 1972 to 1981 

Atlanta 120,765 123,286 120,736 152,274 159,528 162,932 34.9 
Miami International 98,659 117,476 113,916 139,951 157,557 110,993 12.5 
New Orleans 16,883 17,328 17,788 15,242 10,738 8,415 - 5 0 . 2 
Orlando 6,430 11,823 13,034 20,709 20,067 18,282 184.3 
Tampa/St. Petersburg 14,219 15,417 15,135 15,600 16,618 13,250 - 6 . 8 

District Total 256,956 285,330 280,609 343,776 364,508 313,872 22.2 

U.S. Total 2,236,999 2,420,751 2,376,632 2,667,571 2,481,251 2,205,284 - 1 . 4 

Medium Hubs 

Birmingham 3,065 2,313 2,223 2,781 2,237 2,095 - 3 1 . 6 
Jacksonvil le 3,159 2,812 2,473 2,582 2,345 1,829 - 4 2 . 1 
Ft Lauderdale/Hol lywood 2,752 5,053 4,900 8,632 9,154 10,910 296.4 
Nashville 10,071 8,720 7,855 8,342 5,158 4,495 - 5 5 . 4 
West Palm Beach 1,428 2,155 1,786 2,064 2,409 2,175 52.3 

District Total 20,475 21,053 19,237 24,401 21,303 21,504 5.0 

U.S. Total 331,264 359,661 375,173 476,557 414,325 394,203 19.0 

Small Hubs 

Augusta 802 642 769 751 579 429 - 4 6 . 5 
Baton Rouge 742 641 574 456 395 431 - 4 1 . 9 
Bristol/Kingsport 1,608 2,521 1,730 1,942 1,061 724 - 5 5 . 0 
Daytona Beach 631 651 684 791 596 475 - 2 4 . 7 
Fort Myers 561 366 380 860 1,059 1,081 92.7 
Gainesville N/A N/A 237 209 302 175 N/A 
Huntsville 1,954 1,938 1,228 1,362 689 602 - 6 9 . 2 
Jackson 2,117 2,028 1,849 2,201 1,684 1,503 - 2 9 . 0 
Knoxville 3,049 3,129 2,505 3,454 1,871 1,267 - 5 8 . 4 
Melbourne 493 509 458 456 347 301 - 3 8 . 9 
Mobile/Pascagoula 668 728 768 679 430 350 - 4 7 . 6 
Montgomery 921 840 711 765 490 642 - 3 0 . 3 
Pensacola 657 500 398 496 505 804 22.4 
Sarasota/Bradenton 804 821 775 973 809 708 - 1 1 . 9 
Savannah 636 494 561 558 504 400 - 3 7 . 1 
Shreveport 1,986 1,922 1,977 1,676 1,606 1,412 - 2 8 . 9 
Tallahassee 332 347 323 429 218 595 79.2 
Chattanooga 1,580 1,352 1,141 1,761 686 566 - 6 4 . 2 
Columbus 809 660 606 659 N/A N/A N/A 

District Total 20,350 20,089 17,674 20,478 13,831 12,465 - 3 8 . 7 

U.S. Total 135,375 112,788 94,283 118,728 70,689 64,179 - 5 2 . 6 

Overall District Total 297,781 326,472 317,520 388,655 396,193 347,841 16.8 
Overall National Total 2,703,638 2,893,200 2,843,088 3,262,856 3,493,325 2,663,666 - 1 . 5 

Source: Airport activity statistics (Civil Aeronautics Board) 
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tons at small hubs in the Southeast nosedived 
nearly 40 percent from 1978 to 1981. 

The shift in activity toward the larger hubs is 
important because airports, like airlines, are turning 
their at tent ion to cargo to bolster revenues. For 
airports, those revenues customarily are generated 
by a combinat ion of landing fees on aircraft 
operators and leases on passenger and cargo 
terminals. In addition, cargo-related expenditures, 
such as the wages paid to airline and airport 
workers, benefit the surrounding communi ty as 
well. 

Airport authorities also are relying more on the 
availability of cargo transportation as a selling 
point in promoting their facilities and their regions. 
Southeastern airports promote themselves, some-
times aggressively, on the basis of the region's 

Table 2. Tons of Enplaned Cargo 

Percent of National Total 
Large Hubs 1972 1981 

Atlanta 5.4 7.4 
Miami International 4.4 5.0 
New Orleans 0.8 0.4 
Orlando 0.3 0.8 
Tampa/St. Petersburg 0.6 0.6 

Subtotal, Southeast 11.5 14.2 

Medium Hubs 
Subtotal, Southeast 6.2 5.5 

Small Hubs 
Subtotal, Southeast 15.0 19.4 

Overall Total, Southeast 11.1 13.1 
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consistently good flying weather, a good highway 
system to enable truckers to haul goods easily 
from outlying areas, the availability of local U.S. 
Custom districts and the region's relatively recent 
creation of foreign trade zones. And air cargo has 
become increasingly important in that equation. 

Southeast Assumes Larger Role 

Air cargo indeed is critical to the Southeast, an 
importance underscored by Miami International 
Airport's ranking as the world's fifth largest field 
in terms of cargo transport and Atlanta Hartsfield 
Airport's sixth-place ranking, as measured by at 
least one survey.1 And Atlanta's airport, looking 
to expand its cargo business still more, is one of 
those embarking on a promotional campaign at 
trade shows to point out the advantages of 
shipping by air into or out of that facility. 

The demand for air freight is a function of 
general economic activity, as well as air freight 
rates and the quality of service (which includes 
schedule frequency, speed, capacity, reliability of 
delivery time, and probability of loss or damage). 
Air cargo growth, then, appears to be closely 
related to business community growth—a relation-
ship that helps explain the burgeoning Southeast7s 
strong air cargo growth. 

Within the region, population growth and 
industrial development alike help explain the 
emergence of individual air cargo centers. One 
reason for the apparent concentration of air 
cargo at the large hubs is that, because of 
population density, carriers base their market-
ing effort in such cities. Particularly strong advances 
in enplaned revenue tons also have occurred in 
areas such as Orlando, Florida, where many high-
technology firms are located. That concentration 
also reflects the high-value products assembled 
in such an area, products that become logical 
candidates to be shipped by air rather than by 
slower surface modes of transportation. 

Another reason for the Southeast's vigorous air 
cargo growth is the number of small business 
communities that need the service and the fact 
that manufacturing plants are more dispersed in 
the Southeast than in the North or M idwes t 

' Dade County (Florida) Aviation Depar tment from worldwide data assembled 
by the Airport Operators Counci l International, the British Airports Authority 
and Japan Air Lines. 

2Enplaned revenue tonsof cargo are the number of paid for tons of freight and 
express loaded on an aircraft including originating and transfer tons. 

3Air traffic hubs are the cit ies and SMSA areas requiring aviation services. 

Over 19 percent of the nation's revenue cargo 
tons2 at small hubs were enplaned in the South-
east in 1981, at such cities as Augusta, Baton 
Rouge, Fort Myers, Knoxville, and Montgomery. 
Yet the region claims only a small portion of the 
nation's enplaned cargo at medium hubs—such 
cities as Birmingham, Jacksonville and Nashville. 

Deregulation Accelerates Trend 
The Southeast's obvious concentration of air 

cargo operations at major airport hubs (see map) 
clearly has accelerated since deregulation.3 Since 
the 1930s, the Civil Aeronautics Board (CAB) 
exercised restrictive control over both the routes 
that air carriers could fly and the rates they 
charged for both passenger and cargo operations. 
Generally, new competit ion was discouraged, 
whether it involved a proposed new airline or an 
older airline seeking to introduce new service in 
a market already served by a competitor. The 
CAB, protective of existing carriers and their 
traditional markets, frequently rejected petitions 
for new service—or delayed action until the 
applications were out of date. Under such re-
strictions, route expansion stagnated. 

Similarly, airlines found it difficult to withdraw 
from any but the most unprofitable markets. 
Although the CAB theoretically adhered to a 
"use it or lose it" policy regarding cities' air 
service, it routinely ruled that even persistent 
losses weren't enough to allow an airline to 
withdraw from a market The board's reluctance to 
permit airlines to pull out of markets preserved 
both passenger and cargo service artificially at 
some smaller cities that the carriers argued didn't 
generate enough traffic to warrant their flights. 

Deregulation, though, gave airlines a virtually 
free hand to reduce or to eliminate service at 
unprofitable airports. Liberalized restrictions 
first cleared the way for the discontinuance of 
cargo operations and then, with the more 
encompassing 1978 airline deregulation bill, 
freed the carriers to discontinue passenger 
service as well. Deregulation permitted carriers 
to delete or add any city as long as the carrier 
gives the CAB 90 days notice. (The CAB currently 

Hub size is determined by number of enplaned passengers per year, which 
is directly related to the economic activity and therefore cargo activity of an 
area 

Large = 2,814,089 or more 
Medium = 703,522 - 2,814,088 
Small = 1 4 0 , 7 0 0 - 7 0 3 , 5 2 1 
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is winding down its remaining operations under 
a schedule that calls for it to be phased out by 
1985. The board ended its regulatory control of 
fares as 1983 arrived, one year after it had 
relinquished its authority to regulate the routes 
f lown by domestic airlines. Its surviving responsi-
bilities include certification of new carriers and 
labor protection functions, activities that may be 
passed on to other agencies as the board goes 
"sunset") 

Airlines, taking advantage of their new oper-
ating freedom, have retrenched in less-profitable 
smaller markets to concentrate on the larger, 
more profitable ones. Table 1 verifies this by 
illustrating the dramatic falloff in the growth of 
cargo revenue tons at small and medium hubs 
in the Southeast; nearly every smaller com-
munity registered a doubledigit decline during 
the period. 

Effects of Increased Competition 
Ironically, the concentration of air cargo 

service at major hubs apparently has been 
encouraged further by deregulation of the 
nation's trucking industry in July 1980. When 
Congress voted to liberalize the traditional 
government limitations on new and expanded 
motor carrier service, it freed the air carriers' 
fleets of trucks to range farther in search of 
potential customers. Larger all-cargo airlines, in 
particular, have begun trucking freight over 
longer distances, picking up and delivering 
shipments in smaller cities for consolidation at 
major air traffic hubs to generate larger loads 
for efficient long-haul carriage. One cargo carrier 
explains that trucking deregulation freed it " t o 
serve more cities by truck and consolidate 
package volumes for air movement, thus re-
ducing the number of cities requiring direct 
service by air."4 

The competit ive free-for-all that fol lowed 
deregulation's arrival not only has pitted the air 
cargo carriers against each other in vying for 
shippers but has sent them head-to-head with 

'Federa l Express 1981 Annual Report, p. 8. 

trucking and rail competitors. That competition 
has stimulated rate wars and discounting that * 
has proven costly to all the airlines and even 
helped speed the demise of a few. 

Yet, from the standpoint of shippers, the p 
competit ion has brought far greater choice in 
both price and service than existed during the • 
era when airlines operated under the protective ( 
wing of government regulators. 

Even for the carriers, the pricing flexibility , 
brought by air cargo deregulation has brought 
advantages along with some pain. The airlines' ; j" 
cargo business, historically, has been cyclical. .. 
Recessions usually take a heavy toll on the 
nation's industry. When corporations experience 
financial problems, they take a hard look at 
transportation costs and cut back wherever 
possible at the expense of all transport carriers— t 
but particularly hitting air cargo, with its higher 
rates. 

Deregulation, however, has allowed the air-
lines to try a variety of rate options and pricing 
techniques, with some offering larger price i 
reductions for guaranteed weekly or monthly t 
contracts. Such innovations helped limit the ; 

airline industry's air cargo decline to 3 percent 
during recession year 1982 and should buffer 
some of the industry's cyclically in the future. 

By discounting prices, airlines also have been _ 
able to hold on to air cargo business that might 
have been lost to truck lines after Congress 
deregulated that industry's routes and rates. 
Large trucking companies have cut rates signifi-
cantly since their industry was deregulated, J 
making themselves more competitive. Trucking 
is considered to be the competing industry for 4 
air freight, especially for short distances where 
the speed advantages of air freight tend to be 
nullified. In 1978 the domestic air cargo average 
length of haul for the airlines was 1,135 miles. 

Air Cargo's Role in Airline Industry 
Despite recent turbulence in rates, the evolv- . 

ing air cargo trade appears to offer a measure of 
stability for the troubled airline industry, which 
has been hurt by persistent recession. Passenger 
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Ievenues have plunged as corporations have 
:ut back on discretionary business travel and 
lervous pleasure travelers have retrenched on 
heir vacation spending. The major airlines, 
vhich reported a $780 million profit in 1978, 
aw that profit slide to $180 mill ion in 1979— 
nd have rung up record-breaking operating 
;>sses ever since. They reported an industry-
wide loss of $250 million in 1980, $150 million 
i 1981—and $600 million in 1982. Thafs a far 
ry from the industry's heady first year after the 
jrline Deregulation Act of 1978, when airline 
rofits doubled with the help of a robust economy. 
Airline sources estimate that more than 40,000 

irline employees have been laid off since 
980, and many others have accepted pay 
eezes or wage cuts to help their companies 
tay in the air. One major airline—Dallas-based 

I- "Braniff International—suspended operations 
last May, idling 9,500 employees, and asked for 
court protection under Chapter 11 of federal 
bankruptcy laws. 

Declining revenues and rising costs for fuel 
and other necessities have jol ted the profits of 
even traditionally profitable carriers. For 1982, 
for instance, Atlanta-based Delta Air Lines registered 
a loss of $1 7.1 million, an unhappy reversal from 
its $91.6 million profit a year earlier. The company 
blamed its uncustomary financial slowdown on a 
decline in passenger traffic, fare discounting and 
other factors largely beyond its control. Yet 

* Delta's cargo revenues were up 3 percent over 
V the year, suggesting that the freight business may 
I retain some strength. At Miami-based Eastern 
^ Airlines, which lost $74.9 million in 1982 and 
J persuaded its creditors to relax the restrictions 
4 on a $400 million loan agreement, air cargo 
' revenue growth outdistanced passenger revenue 
j growth for all of 1981. 

' • The domestic air industry consists of two 
| categories of carriers that haul air freight— 
" airlines that carry freight in the holds of jet 

^ aircraft primarily devoted to transporting pas-
I sengers, and the all-cargo carriers that carry 
* cargo exclusively. Passenger/cargo carriers, which 
J operate largely during daytime hours, dominate 
r the cargo traffic share. All-cargo airlines, whose 
» operations are concentrated during the night 
I hours when businesses often want goods shipped, 
I are fewer in number though they have multiplied 
I since deregulation opened the door to new 
J market entrants. The passenger/cargo carriers 
*are divided into trunk carriers which serve 

J major national markets and local service carriers, 
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which fly generally shorter routes between 
smaller cities. 

Air cargo forwarders play an important and 
recently changing role in the air cargo picture. 
Forwarders traditionally l imited themselves to 
contracting with the airlines, either passenger/car-
go or all-cargo, to airlift the cargo they have 
picked up from individual shippers and consoli-
dated for transport. In the mid-1970s, though, 
skyrocketing prices on jet fuel forced many 
passenger airlines to retrench their freighter 
operations. According to the Air Transport As-
sociation of America, fuel prices have increased 
800 percent since 1972. Eastern Airlines, as an 
example, estimates it paid an average of $1.01 
a gallon for jet fuel in 1981, an increase of 
about 18 percent from the 86 cents paid in 
1980 and nine times the 11.2 cents a gallon it 
paid in 1971. Eastern calculates that its fuel bill 
accounted for 29 cents of every expense dollar 
in 1980 even with more fuel-efficient modern 
jets, compared with just a dime of each expense 
dollar in 1973.5 

Faced with awesome price hikes for fuel 
after the Mideast oil embargo, some major 
airlines in the mid-1970s sold off the quick-
change jet aircraft they had been using to fly 
passengers during the day, cargo at night-
others reduced flight frequencies between 
certain cities, particularly on shorter-haul routes, 
further limiting cargo airlift capability. To pro-
tect themselves, forwarders in effect created 
their own cargo airlines after deregulation dropped 
the barriers against such operations. Air for-
warders found they had to buy or lease their 
own aircraft, according to John Emery Jr., chief 
executive officer of Emery Worldwide, if they 
were to maintain control of their operations 
and fulfill their promises of fast delivery.6 Emery 
now operates a nocturnal fleet of 64 aircraft. 
Another forwarding firm, Airborne Express, not 
only operates its own fleet but owns its own 
airport—Airborne Air Park, a 450-acre facility in 
Wilmington, Ohio.7 And United Parcel Service, 
which already boasted a nationwide system of 
trucks and terminals geared to small-package 
delivery, recently purchased used aircraft from 
troubled Braniff International and advertised 
substantially discounted rates for 48-hour ser-
vice. 

5Eastern Airl ines 1981 Annual Report, p. 4. 
6Emery Air Freight 1981 Annual Report, p. 4. 
'Ai rborne Express 1981 Annual Report, p. 4. 

51 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1983



While passengers may cut back on discre-
tionary airline travel in lean economic times, 
many businesses owe their very livelihood to 
speedily delivered goods. Perishables ranging 
from strawberries to lobsters can be delivered 
from production areas to distant retailers. Timely 
publications, fashions, and cut flowers are ex-
amples of products that must be "fresh" to 
insure consumer interest and therefore produce 
sales. Air transport is therefore necessary for 
these products. Live animal shipments account 
for another growing segment of air-cargo freight, 
with Miami International a busy center for such 
shipments, many of them headed to or from 
Latin America. 

Also important for manufacturers is air trans-
port's ability to deliver parts quickly in response 
to unforeseen emergencies. The failure of a 
vital part in a production process could cost 
thousands of dollars in down time. Air express 
is especially suited for such urgent shipments 
as critical factory parts, since the customer can 
reserve a flight for his cargo just as he would if 
he were a passenger—even using the passenger 
schedule. In view of the t ime factor, it is not 
surprising that the leading commodities shipped 
by air, in terms of revenue, are electronic/electric 
equipment, machinery, auto parts, and printed 
material. 

Control and security also constitute persuasive 
selling points for air freight. The time factor 
permits better control of inventories. Inventories 
can be kept lean and big orders can be ordered 
and flown in quickly, a capability that helps 
management avoid high carrying costs. Decisions 
can be deferred until nearly all factors involved 
in a decision are known. Air shipments also 
suffer less exposure to loss, damage, or mishaps 
during a day's cross country flight than during 
as much as two weeks of ground transportation. 
This relatively short travel t ime also makes it 
easier to track and recover a lost shipment. 

Containerization offers another measure of 
security, as well as economy, by allowing cus-
tomers to ship their goods in special containers 
that remain locked until they can be delivered 
to a customer firm's facility for unloading. 
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Eastern Airline calls these containers "flying 
warehouses." One wide-body plane can carry 
16 of the containers, each capable of holding 
3,150 pounds. The carriers can offer such 
shippers lower rates because they need handle ^ 
only a single container rather than a multitude 
of smaller packages or crates. 

Small-Package Business Boom 

Within the air cargo industry, the small- , 
package segment has shown extraordinary growth 
in recent years. Some industry forecasters pro-
ject that the small package/letter business will 
expand by 15 percent to 20 percent annually 
over the next decade.8 

While general freight has broad restrictions 
as to size, weight, and type of commodity, 
limitations are much more restrictive for small 
package services. Small package shipments 
generally are restricted to packages of less than 
70 pounds. They usually involve high-priority 
business shipments which are picked up at the 
shipper's door or a pickup station and which 
can be delivered as early as the following 
morning for customers willing to pay a premium. 

Air Express, virtually as old as the airline 
industry itself, took off when the old Railway 
Express Agency teamed with the carriers in the » 
early 1930s to offer a surface-air-surface, door-
to-door system. Fast, frequent service was REA's 
hallmark. After World War II, though, as the^ 
automobile and airplane diverted rail passengers, 
REA went bankrupt. It took with it the ground 
transport system on which Air Express relied, 
and the service went into eclipse. But the; 
demise of REA and Air Express proved to be a 
shot in the arm for new door-to-door type air 
courier services specializing in high value, top-\ 
priority shipments. 

Growth in the small package sector is evi-; 
denced by Memphis-based Federal Express', 
explosive performance. Revenues for the com-
pany (a pioneer in the small-package field) in 

»Airlines Newsletter, August 1, 1982, p. 84. 
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1982 were up nearly 40 percent from 1980. 
Federal Express operated a hub network that 
funnels flights from across the nation every night 
into a Memphis, Tennessee cargo base where 
shipments are transferred to other flights heading 
back out across its system. By its own estimates, 
Federal Express now handles more than 40 
percent of the overnight door-to-door delivery 
business.9 

When it was getting off the ground, Federal 
Express took advantage of a regulatory ex-
emption by operating small jets that could fly 
into virtually any city as air taxis, generally 
unrestricted by Civil Aeronautics Board rules 
that prevented larger competitors from intro-
ducing service in new markets. Today, with 
CAB regulations governing routes and aircraft 
size generally eliminated, the carrier operates a 
fleet that includes large jetliners as well as its 
small Falcon jets. But it faces new competit ion 
for package business from the major pas-
senger/freight airlines, also now free of CAB 
restrictions. Those carriers are stepping up 
marketing efforts to reap the rewards in expe-
dited small package delivery, boasting same-
day service that the overnight carriers don't 
match. Some airlines advertise that a package 
taken to their airport passenger counter or a 
special check-in desk will be put on the next 
flight out—guaranteed. 

According to a spokesman for Eastern Airlines' 
cargo division, small packages represent air 
cargo's "hot growth" sector. Eastern and com-
peting Delta offer small-package service under 
the names of Sprint and Dash, respectively. 
One recent airline entrant into the small package 
overnight market is United, the nation's largest 
passenger airline. United, expanding package 
service across the breadth of its 80-city pas-
senger network, hopes to capture 12 to 15 
percent of the market within the next two 
years. Flying Tiger Line, the first of the all-cargo 
airlines to introduce new service to selected 
southeastern cities after cargo operations were 
deregulated, also has taken the plunge into the 
small package market recently. Other contenders 
include organizations as diverse as Purolator 
Courier and, of course, the U.S. Postal Service. 

If deregulation has provided the airlines wi th 
new flexibility to compete against truckers, the 
air traffic controllers' strike has limited their 

"Ibid, p. 84. 

options in the current slowdown. In past re-
cessions, airlines enjoyed control over capacity. 
They could ground planes rather than continue 
flying them unprofitably. But the controllers' 
strike that began in August 1981 restricted the 
growth of flight "slots" at 22 larger cities. 
Although restrictions on arrivals and departures 
were imposed only to prevent remaining con-
trollers from being overworked, the firing of 
controllers and protracted restrictions that fol-
lowed have prompted airlines to continue 
money-losing flights to protect themselves. If 
they abandon flight slots, competitors can 
usurp the openings and be in a position to 
exploit them if the airline business should 
improve. 

Yet, for shippers, some good news has come 
out of the controllers' strike. Restrictions im-
posed on peak traffic times have forced airlines 
to disperse their schedules more evenly through-
out the day. This may be inconvenient to 
passengers, who prefer to fly during popular 
morning and afternoon hours. But shippers, 
especially those sending small packages, have 
benefited because their shipments can be sent 
out at more frequent intervals during the day. 

Summary and Conclusions 
With traditional federal restrictions on air 

routes and rates lifted, the outlook for the air 
cargo industry appears encouraging despite 
the temporary braking effects of a nationwide 
recession. A Federal Aviation Administration 
forecast, for instance, predicts that the volume 
of air cargo handled nationally will virtually 
double by 1993. 

Most of the growth is expected to occur at 
the large hub airports—a trend already clear in 
the Southeast. Major hubs such as Atlanta and 
Miami appear to be enjoying burgeoning cargo 
growth, which they are attempting to accelerate 
by promoting their advantages for shippers. Yet 
the big hubs' gains appear to have been achieved 
at the expense of smaller airports. 

Smaller cities have lost some service—and 
with it, important revenues from landing fees 
and terminal leases—because deregulation of 
the air cargo industry permitted carriers to 
eliminate or reduce unprofitable flights. With 
deregulation, both cargo and passenger carriers 
were freed to cut back operations to airports 
that seemed to offer less potential for profits, 
just as they were authorized to introduce new 
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service in attractive markets. When the airline 
industry functioned under the protective auspices 
of the Civil Aeronautics Board, new competition 
often was discouraged, whether it involved 
proposals for service by new airlines or requests 
by existing carriers to compete in other markets. 

Ironically, the deregulation of motor freight 
has hastened the trend toward consolidation at 
major airports by freeing airlines' truck fleets to 
roam farther from hub airports picking up or 
delivering shipments. At the same time, trucking 
deregulation has stimulated rate competit ion 
between cargo-hauling airlines and truckers, 
who offer the keenest competit ion for air 
carriers over relatively short distances. 

Although air cargo has seen its share of price 
competition since deregulation allowed carriers 
to compete on rates, it has proven relatively 
stable compared to the carriers' passenger 
operations. Corporate travelers and tourists 
alike have cut back on their trips in the face of 
the national recession. That economic slow-
down, coupled with soaring costs for jet fuel 
and other industry needs, has brought bank-
ruptcy to one airline and has pushed even 
traditionally profitable carriers into the loss 
column. 

Air cargo, though, remains vital to producers 
with perishable goods to ship. Much of the 
enthusiasm in the air cargo industry is attri-
butable to the vibrant envelope and small 
package segment. Those packages, often carry-
ing business documents targeted for overnight 
delivery, have been growing faster than the 

traditional so-called "heavyweight" shipments. 
Projections for that sector's growth appear 
encouraging even though advances in tele-
communications could mean that less paper 
will be transported by air. The package sector's 
current growth has triggered a race for market 
share among a host of competitors, ranging 
from air cargo and passenger/cargo airlines to 
freight forwarders who are buying or leasing 
their own fleets of courier aircraft. 

In the future, computer components and 
pharmaceuticals are expected to account for a 
greater share of air cargo volume. Intermodal 
containers that can be transferred from surface 
to air also are predicted to represent a growth 
area as producers streamline their distribution 
systems. To deal with the increased volume of 
air cargo, large airports will need to expand 
their cargo handling facilities. 

In all, the deregulated economic environ-
ment appears to be favorable for the use of 
expedited cargo transportation. As the major 
carriers are forced to keep planes in the air 
because of competit ion for market share, more 
emphasis will undoubtedly be placed on cargo 
to utilize lift capacity that may otherwise be 
unused. Airports, fol lowing deregulation, also 
are looking more toward air cargo as a source of 
income to bolster traditional sources of revenue. 
The Southeast's large hubs should benefit 
measurably from increasing air cargo activity— 
but the role of the smaller airport remains a 
question mark. 

— Donald E. Bedwell 
and David Avery 
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