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BY WILLIAM AHRMBRUSTER

mith & Nephew Orchopaedies distributes replice-

ment hipseand knees worldwide, Sometimes. on

short natice. ‘The company finds thac it helps m
hiye its LLS. distribution center three miles from Memphis
International Airpore, home of FedEx.

“Qur proximity to the FedEx hub here in Memiphis
allows us rhe maximum amoine of tine o o ollr |‘1|IH.1H:1.l-
disrributed on 4 daily Dasis” <aid Angie Clrakg, {4 spokess
woman for Smith' & Nephew. The company's products can
beideliverad m FedEY as lire a8 micnight for shipment o
hospitals, allowing sufecnes th be performed the next
morning

asmith & Nephew isnt alone: As more COTTH LN S
depend on time-definite transporration as part of their busi-
ness models. airpore access js crierging a5 o kev logistics-

management topl. Companics are using

ProXimity to airports to provide juscin-
time inventory. The evidence is visible
in- the distribution centers rapidlv clus-
tering-around hub airports throtighone
the world!
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Theres even a word coined to describe 4
logmsnics cluster around “a hub airpore —
saeracropohis?t These  clisters inelude
bonded warehousés, indusedal parks and
distribution centers as far a5 15 miles away,
_]thl R:I1.1r||;|. director of the I‘\.I:':l-;ll] Insni-
tute of Private Enterprise arc the Universioe
off Norch Carolinas said the growth of
“aerotropolt” has far-reaching impact, “Air-
pores will drive 21st Century urbin development as much
af hiphwavs in the 20ch Lieneury, ratroads in' the 19 th ' Cen
tiryand seapors in the 18ch Cenriire ™ he said

Kasarda eites Memphis and Louisville the principal
hubs for Fedlix Corp. and United Parcel Service andl
other TLS. girpores: such as PDalas/Fore Woith, Chicago
O'Hare, Miami, Washingron Dulles and Onrario, Calif. The
phenomenon isn’e limited moithe US, The two best sxim-
ples vutside the United Stares are Singapore and Sehiphol
Alrport 'in. Anisterdam,
but Hong Keng and

the new Inchon air-
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port in South Korea are prime candi-
dates to achieve aerotropolitan status.

Emir Pineda, manager of cargo and
trade development for Dallas/Fore
Worth International Airport, predicts
that aerotropolis is a term that people
will be hearing more frequently. “We
have over 18,000 acres, of which only
10,000 are developed,” Pineda said.
“We have all that capacity for future
development. A lot of that develop-
ment is going to be reserved for air
cargo, logistics and distribution facili-
ties.”

“Speed and agility have become so
critical to the new economy that air
commerce is quickly becoming its
logistical backbone,” Kasarda said. He
noted that airborne shipments account
for 42% of intercontinental trade as
measured by value.

Air is the preferred mode for ship-
ping microelectronics, automobile
electronic components, aircraft parts,
mobile telephones, high-fashion
apparel, pharmaceuticals, optics and
small precision manufacturing equip-
ment, along with many perishables
such as seafood and fresh-cut flowers.

Shippers confirm Kasarda’s obser-
vation. “Access to airports with good
air cargo services and competitive rates
is critical to our success,” said Mark
Drury, a spokesman for Dell Comput-
ers. “The key to Dell’s success is our
ability to maintain our status as the
low-cost leader in our industry. Effi-
cient and cost-effective freight opera-
tions are integral to that effort.”

Memphis, where FedEx has its
main U.S. hub, is an example of how
companies use air-cargo centers in
their logistics strategies. Beside Smith
& Nephew — whose U.K.-based par-
ent, Smith & Nephew Plc., uses
FedEx’s Paris hub for European distri-
bution — companies with distribution
centers ncar the Memphis airport
include Nike, Baxter Healthcare, Pfiz-
er Inc., Sears Logistics Services,
Williams-Sonoma  and  Hewlett
Packard.

“If you store products in Memphis,
they can be put on a plane at midnight
for next-morning delivery. That

remendously extends a company’s
business day,” said Larry Henson, a
spokesman for the Memphis Chamber
of Commerce. Nike chose Memphis as
the location for its sole apparel distrib-
ution center and one of its two
footwear distribution centers.

“If a Foor Locker store is running a
special on a new Nike product and
sales are running high, they can put in
an order at the time the store is closing
and have it by the time the store opens
next morning,” Henson said.

Larry Cox, president and chief
executive of the Memphis-Shelby
County Airport Authority, said FedEx
“has transformed Memphis from a
sleepy, mid-sized southern city into a
global trading center.” He said the
presence of FedEx has resulted in the
development of “millions and mil-
lions” of square feet of new distribu-
tion facilities and a full-employment
economy.

Economic devclopment officials in
cities that have hubs describe the air-
ports as their economic engines.
“We’ve got a wholé region that thrives
on the airport,” said Mary Jane Olhas-
s0, economic development director for
the city of Ontario, Calif., where UPS
has its West Coast hub.

Companies that have relocated to
Louisville within the past 10 years
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John Kasarda, director of the Kenan Institute of Private Enterprise at the University of North
Carolina, expects airports to drive urban development.

because of its status as UPS’s principal
hub include Mercedes Benz, which
distributes parts from the city; Amgen,
a pharmaceuticals distributor; Stride
Rite, with a shoe distribution center;
Hannah Andersen, a children’s catalog
clothier; and Clearwater Fine Foods
Inc., a large distributor of seafood.

“They want to be here because
they ship their goods worldwide
overnight taking advantage of UPS air
services here,” said Rande Swann, a
spokeswoman for the Louisville
Regional Airport Authority.

“Our customers are increasingly
looking for good transportation con-
nections in order to meet a variety of
time-definite deadlines,” said Lynette
Mclntire, a spokeswoman for UPS
Logistics, which handles computer
repairs for some customers at its
Louisville distribution center. Cus-
tomers can drop off packages as late as
1 a.m. for next-morning delivery,
although midnight is the usual dead-
line.

“There are some customers where
we can push the envelope a little fur-
ther depending on where they're
going,” said Mark Giuffre, a
spokesman for UPS Airlines.

Development around cities that
have already achieved air-cargo hub
status has largely been spontaneous,
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Kasarda said. Future hub airports
such as Hong Kong’s Lantau Island
have dedicated expressway links with
truck-only lanes and high-speed rail
connections to the central city. These
“aerolanes” and “aerotrains” will effi-
ciently connect airports to nearby and
more distant business and residential
centers.

“Accessibility, accessibility, acces-
sibility” could replace “location, loca-
tion, location” as the new mantra for
corporate real estate specialists and
urban planners.

‘The roster of aerotropoli continues
to grow. Other candidates include
Subic Bay in the Philippines, where
FedEx has its Asian hub, and Kuala
Lumpur, which opened a new airport
in 1998, the same year as Chek Lap
Kok in Hong Kong,

Kasarda predicts that Viracopos air-
port, in Campinas, Brazil, 60 miles east
of Sao Paulo, will become the air cargo
and e-commerce fulfillment center of
South America over the coming
decade. High-tech manufacturing, dis-
tribution, and logistics industries
are already clustering around Viraco-
pos, which is primarily a cargo airport.

Guadalajara, Mexico, might be
another candidate, said John Meyer,
vice president of AMB, a San Francis-
co-based developer of airport facili-
ties. “About every major electron-
ics company you can think of is locat-
cd at or near Guadalajara Airport,” he
said.

Kasarda said the winners will be
airports that successfully position
themsclves as gateways. “They will
benefit as a result of the trends
impacting global business — speed,
agility and global supply chains,” he
said.

But as companies cluster around
airports, one drawback has emerged
that could slow the trend.

“Land values have started to climb
so high that companies are moving
away from airports,” said Julian Keel-
ing, president of Consolidators Inter-
national Inc., a Los Angeles-based
freight wholesaler. m

Big plans

for Kaohsiung

BY WILLTAM ARMBRUSTER

K.lulnllln_u. already the world’s
fourth-bosiest container pore,
could become a major air cargo hub
for trade among Taiwan, China and
the rest of the world.

A new joint venture berween the
Fniwan Sugar Corp. and Airis Corp..
dn .".[l;!nr:t |L'I‘\|{L'. l.il._"". l._"!l,l'l'l;_"l_' |:|' _|_i|'1:|||:r_
tacilities, calls for conversion of 120
acres borderning the Kaohsiung air-
jrart inco 4 ‘.‘.‘-.Il'nf.l.".'.-'.rllris'.:- ined i

CATE) that could handle
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tons. a4 vear, said Robert
Kelly, senior vice president of Ains.
The plan envisions freighrer air-
craft delivering components pro-
duced in China, Viernam and other

countries with low-cost labor to
Kaohsiung for final assembly. in a
free trade zone at the airport

“Cargo will be offloaded and put
directly on a convevor into the man-
ufacturing fucihoy,” Kelly said

After the final product is pack-
dged and labeled, it would then be
sent back through that same convey-
or belr

I'he high-tech products then
would be placed on'other aireraft for
shipment around the world, he said.
I'he Export Processing Zone Admin-
istration in Kaochsiung anticiparcs
that Y85 of all orders for commodi-
nes produced at the airport could be
asscmbled and shipped within owo
davs of that arder

He nored that most AIrpores do
not have enough land o accommo
date manufacturing, The land nsed
in this projeer was previously dedi

cated o growing sugdr cane,

he deal, expected o be signed
within the next two months, is large-
ly: contingent on the entry of both
China and Taiwan into the World
Trade Organization — expected later
this year — and the start of direce
flights across the Taiwan Straics, Tai-
wan's ban on direct air service o
China 15 expected to be lifted within
the next rwo vears.

The airport authority plans to
extend Kaohsiung’s 10,400-foor run
way by 1,000 feer, enabling it to
accommodare fully loaded 7475 fly
g nter-continental rouces, | said
Kelly, a former direcrar of aviation for
the Porr Authority of New York &
iNew Jersey.

I'he Zonce

Admimistration 1s working wich Airs

Export Processing
on a markenng program. “Just about
every high-rech companv that wants
1o be represented in Taiwan will be
approached.” Kelly said.

Kanhsiung handles abour 100.000
tons of air carge, compared with 1
million tons in Taipei. The Minisery
of Commerce i Taiwan forecases
that volume in Kaohsiung will srow
toy 400,000 mons by 2006,

Kaohsiung has some intra-Asia
thanks o such
Airlines, EVA
FedEx, Dragonair, Malaysian Air-

SCIVICE, CAITICrs as

China Alrwiys,
lines and Singapore Airlines,
Mkt

sauthern part of the island destined

goods produced in the
for air shipment, however, are trans-
ported by truck 200 miles to Chiang
Kai-shek Airport, which is outside
laipei. m
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