Andrey Goryashko, Aeroflot Cargo
Airport network development in terms of air freight service 

Aeroflot Cargo (Russia), a 100%-owned subsidiary of Aeroflot, JSC, entered the airfreight service market in late 2006 (operator’s certificate №500 as of October 18, 2006) and operates its own freight service in Russia and abroad, as well as delivers cargoes in the luggage compartments of the passenger airplanes in all flights of Aeroflot. Being one of the leading airfreight operators in Russia, Aeroflot-Cargo is closely cooperating with the Russian airports. 

1.

By force of its large territory Russia badly needs domestic air service. It is known that there are a great number of airports in Russia. However, the existing airport network does not meet the modern requirements. Although, many Russian airports are trying to improve the quality of service by obtaining the international status and operating twenty-four-hour a day, they still lack resources. Today, most of the airports are the state-owned property. The federal services of the Russian aviation are preparing a new airport network development program. We hope the program will be adopted and approved by the Ministry of Transport and the government of the Russian Federation getting the necessary financing to maintain the Russian airports. The budget funds will probably form the most part of the investments. Public Private Partnership is also being considered. 

It is evident that regional airports will be the first to be financed. It is also important, however, to maintain small airports. Air transport is of great importance for the local airfreight service inside the country. There is a great demand for air service, especially in the northern regions, Siberia and the Far East, which is associated with the climate of these regions and the imperfection of the ground transport network as a consequence. It is known that the said regions lack year-round highway service. Therefore, the passengers, as well as the food and essentials can be delivered to the cities of the north of the country, Siberia and the Far East only by air transport. Specifically, Aeroflot Cargo delivers cargoes from the regional airports to the final destinations with An-12 aircraft. 

A fast-developing airport network, formed and financed in the best way, will give a chance to both Russian and foreign air operators to run their business in Russia in compliance with the international standards. As for airfreight service it is necessary to pay special attention to the development of the large hubs inside the country, which could serve both domestic cargo flows and international ones. 

2. 

Geographical setting of Russia is an advantage for the development of large-scale transcontinental service. The territory of our country has 9 time zones being located on the air and ground transport routes between Europe, Asia and North America. Long distances require making mandatory technical landings on the territory of Russia. They can be combined with commercial ones, which our company provides. Therefore, cargo handling requires due infrastructure. (The report of Mr. A. Goryashko was devoted to the issue – «Regular airfreight service. Needs of the airlines » / «Civil aviation infrastructure», April 23, 2007, Moscow http://www.avia.ru/editor/?id=198)            

Today, our company provides commercial landings in the Russian cities via Moscow (Sheremetyevo airport). Aeroflot Cargo is developing the regional hubs in Novosibirsk and Khabarovsk. Khabarovsk is historically the largest and the most developed airport in the Far East. Its geographical setting is seen as the most advantageous one compared with the other airports of the region. On March 13, we launched scheduled airfreight service to Khabarovsk. In April, with the highest load factor of the daily flight, we increased the flight frequency. From now on Aeroflot Cargo is providing airfreight service to Khabarovsk twice a week on the third and sixth days actively developing the freight airport infrastructure.

3.

Thereby, I will expand on one of the most important aspects of the airport network development. It is believed lately that every airport should have its own airline in order to run business successfully. Being experienced in the Russian aviation, not just in airfreight service, on behalf of the airline I was entrusted with, I would like to deliver the speech to refute the wide-spread opinion. I believe that airport should remain neutral to all air carriers which operate their flights to this airport. Only independent development and attracting investments will enable the airport to develop in full by increasing the level of its service.

Unfortunately, not all airports and airlines in our country have split their business, which is a negative factor hampering the development of transport business in the region. On the one hand, airlines are trying to keep competitive air carriers out of their airports protecting their priority position. On the other hand, only neutral attitude towards all air carriers will enable airports to provide full services on the alternative basis. For example, Khabarovsk, Novy airport, owned by Dalavia. Yemelyanovo airport (Krasnoyarsk) managed by KrasAir. Pulkovo airport has recently split its business.    

Aeroflot Cargo, being a large scheduled Russian air carrier, is trying to run business in compliance with the international standards by introducing Quality System and preparing to join IATA and Sky Team. We are also interested in the development of the Russian airport network at the international level. We believe that the Russian aviation authorities will not support narrow-minded interests based on lobbying of certain people. We consider the opinion under discussion mistaken. In witness whereof I will say that I expressed the same point of view on the issue in the report devoted to the relationship between airports and cargo terminals. (http://www.avia.ru/editor/?id=198)
4. 

As for the business of the airlines in Russia, the main problem is the excessive number of small air carriers. This issue is being discussed by the federal civil aviation services. Today, there are several hundreds of airlines registered in Russia, including those which own fleet consisting of one or two aircraft. Air carriers which have no serious stable financing are not able to ensure neither due flight safety (especially taking into account new requirements), nor route network, nor acquisition of new competitive equipment. They operate old aircraft fleet hardly maintained.

Today, large aviation companies are developing programs to consolidate the aviation industry. Everyone is aware of the necessity to classify the air carriers within their specialization (long-haul air carriers, regional air carriers, business aviation, special purpose airlines, national economic companies …). The Decree of the RF President may be exemplified in the creation of AiRUnion based on five middle-sized and small companies. The state consolidated its own shareholding in these companies within one air carrier. New experience of Aeroflot is another example. The company made an additional share issue the state will have to pay by transferring the shareholdings of other airlines, specifically, Daliavia, Vladivostok Avia, Magadan Airlines and Sakhalin Airlines, to the charter capital of Aeroflot. The project meets the federal plans to consolidate the aviation industry in the Far East. The launch of the project has been announced by Aeroflot and is currently being implemented. Let us remember the project of Aeroflot which was successfully competed when the company acquired regional companies including Don Avia and Arkhangelsk Airlines reorganising them into Aeroflot-Don and Aeroflot-Nord.

5. 

Cargo segment of the market also demonstrates a natural process of aviation industry consolidation. We are establishing the fact of natural dying of the companies which have the old aircraft fleet (Il-76, An-12, An-26). European requirements and market demand outrun the aircraft fleet modernization potential, thus, leaving air carriers in isolation. For example, Il-76 aircraft have a number of restrictions to make flights to several countries due to their non-compliance with the requirements of the European Community and the Federal Aviation Administration of the USA in terms of noise and emission. The exclusive projects to upgrade the aircraft are expensive (equipping one airplane is estimated at several tens of millions dollars).    

 The following large companies in the airfreight market can be outlined at present:

Aeroflot-Cargo – a company derived from Aeroflot, JSC;

Volga-Dnepr, AirBridgeCargo (mixed business: charter and scheduled)                                               

Polet Airlines (aircraft fleet including rare An-124, charter delivery of superheavy large-sized cargoes and humanitarian assistance throughout the world); 

Tesis – charter service; it is one of the three companies in Russia (besides Aeroflot and Volga-Dnepr) that operates foreign-made freight aircraft fleet - Boeings 747-200. The company’s success depends on its ability to replace the aircraft fleet. 

It is known that Boeing 747-200 with the effectiveness equal to DC-10-40F operated by Aeroflot-Cargo became obsolete. It is difficult for them to compete in the international market with the companies which have younger fleet including Boeings 747-400 and MD-11 jets. Therefore, Aeroflot-Cargo will take delivery of three McDonnel Douglas MD-11 aircraft this year. They were converted into freight version. On May 10, the company purchased another two McDonnel Douglas MD-11 aircraft from Finnair (the delivery is scheduled for 2009). Aeroflot-Cargo will operate five MD-11 airplanes in international service during the next year fully replacing DC-10-40F aircraft. Aeroflot-Cargo will replace DC-10 with newly-built Il-96-400T freight aircraft in domestic service. Their specifications are similar to MD-11. Negotiations with Ilyushin Finance Company (IFC) are nearing the conclusion. Next year six such aircraft may be delivered to the company.           

