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I. Introduction

On November 28, 2017, the Committee on Economic Development, chaired by Council Member Daniel Garodnick, will hold an oversight hearing entitled, “New York City’s Sagging Air Cargo Industry.” The Committee seeks to hear testimony from the New York City Economic Development Corporation, the Center for an Urban Future, business and travel industry representatives, and interested members of the public.
II. Background
As the United States’ primary destination for aviation and freight, John F. Kennedy International Airport (“JFK”) handled more cargo than any other airport globally until 1990.
 In the years since, JFK’s share of the domestic and international air cargo industry has been in steady decline.
 In 2008 JFK’s air cargo sector fell to third in overall volume nationally,
 and in 2017 it ranks seventh among domestic airports.
 Global trade, geography, airport capacity, branding and vision, business costs and policies, industry shifts, private investment, and off-airport infrastructure and development are all factors that can impact the growth or decline of an airport’s air cargo industry, and several of these factors have contributed to the slow decline at JFK.

As of 2016 (the most recent year for which complete figures are available), about 37,000 people are employed at JFK, and the airport contributes around $43.6 billion in annual economic activity to the New York/New Jersey metropolitan area, generating roughly 294,000 total jobs and $15.7 billion in annual wages.
  Meanwhile at Newark Liberty International Airport - the area’s other major airport – around 21,000 people are employed directly at the airport, which generates more than $27.2 billion in economic activity to the region each year, including 188,000 jobs and $10 billion in wages.
 Finally, regional LaGuardia Airport – which does not have dedicated freight service, but instead offers so-called “belly freight” in the cargo hold of passenger flights – employs roughly 12,000 people, contributes over $18.7 billion in annual economic activity, and generates around 136,000 jobs with $6.8 billion in annual wages.
 Taken together, the region’s three major airports employ over 70,000 people, generate $89.5 billion in economic activity, support over 618,000 jobs, and pay $32.5 billion in annual wages. 

In light of these figures it is not an overstatement to suggest that the three major area airports are a significant contributor to the city’s economy, and much of that economic activity generated by the airports comes from the air cargo industry. JFK alone handled 1.3 million tons of cargo in 2016, supported by nearly 4 million square feet of cargo warehouses and office space.
 JFK services nearly 100 different cargo operators from 50 different countries,
 and the entire air cargo area of the airport is designated as a Foreign Trade Zone – an area within or near a port in a country which is treated as though it is located internationally, thus permitting manufacturers to import products with lower duties and taxes.
 
In the United States, Free Trade Zones are located in all 50 states, and act as an incentive to the air cargo industry. However, a significant challenge to air cargo since September 11, 2001 is a loss of business once cargo arrives in the United States due to increased domestic security expenses and the rising cost of fuel.
 As a result, many businesses have switched to trucking for the domestic legs of their cargo operations.
 Despite this shift to domestic ground-based cargo, air cargo volumes are nonetheless experiencing increases in nearly every major airport in the U.S. – with JFK as a major notable exception.

III. Comparison to other Domestic Airports
Only two of the nation’s fifteen largest airports experienced a decline in air cargo traffic from 2014 – 2016, one of which is JFK.
 Air cargo volume is down 6.3% over the last five years at JFK, and 26% since 2004.
 The total economic impact of JFK’s air cargo industry has fallen 31% since 2004.
 
Geography has played a role in the air cargo industry as international trade has expanded. For instance, Miami International Airport (“MIA”) has shifted its air cargo industry focus to emerging markets in Latin America; Los Angeles International Airport (“LAX”) now focuses primarily on products from the trans-Pacific markets, and Chicago O’Hare International Airport (“ORD”) provides a central location for a variety of domestic and Canadian markets.
 Within the last five years, the volume of cargo has increased 9.4% at MIA, 18.5% at LAX, 38% at ORD.
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Compared with JFK’s 6.3% decline during the same period, this is troubling evidence of the decline of New York City’s air cargo economy as a whole. The average air cargo worker earns more than $44,000 annually, with opportunities for upward mobility and promotions to management positions,
 but a decline in using JFK for air cargo has resulted in local layoffs and has impacted the city’s economy.
 This reduction in air cargo volume has paralleled the decline in the air cargo workforce. There were 46,120 jobs at JFK in 2004, and there are just 34,041 jobs there today – a drop of roughly 26%.

Source: Airports Council International

IV. Opportunities for Improvement of New York’s Air Cargo Industry 

Actionable steps have been identified to help JFK’s struggling air cargo industry. The air cargo facilities could be modernized and consolidated. On average, JFK’s air cargo facilities are roughly 40 years old, and 63% of that space – roughly 3.9 million square feet spread across 20 buildings
 – is considered “non-viable,” meaning that it is “unfit for modern screening, storage and distribution.”
  
In addition, the facilities are scattered across JFK in four separate operational zones.
 The result is “inefficient cargo operations, additional costs to businesses, and increased transfer times.”
 One major recommendation from the Governor’s JFK Vision Plan is to “provide for new, consolidated and expanded cargo facilities in the north area of the airport where there is convenient road access to off-airport cargo operations.”

The need to improve automated sorting and storage of cargo has also been identified as a potential solution. Cargo containers can be stacked several layers high, but since most of JFK’s cargo facilities were constructed over 40 years ago, they are restricted by the technology available at the time – which only permits a 14- to 18 foot clearance.
 In practical terms, this results in only a few cargo containers being stacked atop one another.
 When coupled with the distributed cargo areas and 3.9 million square feet of “non-viable” cargo space, this inability to utilize available storage space severely limits JFK’s attractiveness in the air cargo industry.

While these options may not result in a complete turnaround of the sagging air cargo demand at JFK, they could make JFK – and the New York area generally – a more attractive destination for businesses looking to move their cargo.

V. Conclusion

At this hearing, the Committee will review updates and forecasts on the air cargo industry in New York, and causes behind the struggles of this industry. We hope to hear what plans are in place to expand New York’s role in air cargo and the impact this could have on various sectors of our local economy. Finally, we seek to hear strategies the City can take moving forward to mitigate the loss of this vital economic activity. 
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