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Foreword 
 

Governments have historically played a central role in the 
development of air transport, building critical infrastructure, 
regulating safety and security and, in many cases, owning and 
operating airlines themselves. The government role in commercial 
aviation has also limited the growth of the industry, making airlines 
dependent on bilateral government-to-government negotiations to 
expand their international operations and preventing airlines from 
consolidating their operations or accessing foreign capital. Critical 
voices are now calling for an overhaul of the global regulatory 
framework to allow airlines to achieve the economies of scale and 
access to capital of more “globalized” industries such as 
telecommunications and financial services. 

Recognizing that commercial aviation is at a crossroads, The 
Chicago Council on Global Affairs and the International Aviation 
Law Institute of DePaul University College of Law convened the 2006 
Aviation Leadership Summit to provide a select group of industry 
leaders, senior policy makers, and experts with a unique opportunity 
to engage in open dialogue on important issues facing the industry. 
Chicago boasts a strong tradition of convening national and 
international leaders to find solutions to transportation challenges, 
beginning with the 1944 Convention on International Civil Aviation. 
This synopsis summarizes the discussion at the Summit and is 
intended to help focus the efforts of leaders in business and 
government as they consider the future of aviation in our ever more 
interconnected world. 

The 2006 Aviation Leadership Summit built on the success of the 
inaugural Summit in April 2005 by deepening the examination of the 
regulatory and market innovations that may give new opportunities 
to the industry. With air transport issues gaining traction in 
multilateral and bilateral trade negotiations around the world, the 
Summit was designed to set forth recommendations for aviation’s 
continued success and contribution to our prosperity. 

We would like to extend our most sincere thanks to our corporate 
sponsors, United Airlines, FedEx Express, The Boeing Company, 
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AAR Corporation, and Wolters Kluwer, for making this gathering 
possible. We would also like to thank our co-organizing sponsors, 
Northwestern University’s Kellogg School of Management, The 
University of Chicago Graduate School of Business, and World 
Business Chicago, as well as our dedicated advisory board, listed in 
full at the end of this synopsis, for their invaluable contributions to 
the planning process. 

   Finally, we would like to thank all the speakers, discussion 
leaders, and participants who made the 2006 Aviation Leadership 
Summit a productive and memorable event. You have set the stage 
for an ongoing exploration of how aviation, which has played such a 
central role in globalization, can itself become globalized. 
 
Marshall M. Bouton 
President 
The Chicago Council on Global Affairs 
 
Brian F. Havel 
Professor of Law and Associate Dean 
Director, International Aviation Law Institute 
DePaul University College of Law 
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Synopsis 
 

 
Keynote address 
 
The Honorable Marion C. Blakey 
Administrator, Federal Aviation Administration 
 
Blakey outlined steps the Federal Aviation Administration (FAA) is taking 
to build the “NextGen” (next generation) air transportation system, which 
by 2025 will need to be able to handle “two to three times the amount of 
traffic” that it does now. She stressed the FAA’s desire to embrace private 
sector partnerships for developing aviation infrastructure, such as the 
privatization plan the City of Chicago is developing for Midway Airport. 
Recognizing the United States’ leadership role in the global air traffic 
system, the FAA is also working cooperatively with the European Union as 
it develops its own next-generation air traffic management system, SESAR, 
as well as with China as it “prepare[s] for the demands of an air traffic 
system that will rival our own in the next 20 years.” Blakey noted that work 
on all of these projects will be impaired unless Congress creates a revenue 
stream for the FAA that is related to its operating costs. 
 
 
Question and Answer Session with Marion Blakey 
 
When asked if the United States should follow the trend of privatizing air 
navigation service providers and separating them from the body that 
regulates them, Blakey explained that the complexity of the U.S. system 
would make this less feasible. Blakey also stated that the United States was 
not in favor of the EU proposals to include aviation greenhouse gas 
emissions in their emissions trading scheme. The FAA believes that 
technology improvements combined with working through the 
International Civil Aviation Organization to curb aviation emissions is a 
more appropriate solution to this problem. 
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Opening Address by Summit Chair 
 
Glenn F. Tilton 
Chairman, President, and Chief Executive Officer, United Airlines 
 
Tilton noted that after years of post-9/11 restructuring, the U.S. network 
airline industry is “stabilized but not healthy.” What is healthy, Tilton noted, 
is competition with low-cost carriers which are growing at 4% per annum 
while the U.S. network carriers contract. That growth reflects “dramatic, 
continuous change in the marketplace,” with regulatory policy in the United 
States failing to keep pace. U.S. regulatory policy towards the airlines is based 
on an outdated policy of “fragmentation” that stems from the belief that “the 
big airlines are—or will become—too big.” Tilton stated that it does not make 
sense for the U.S. government to “put a ‘thumb on the scale’ for new 
entrants.” Instead, the U.S. government should encourage consolidation 
among U.S. airlines while making policy changes such as requiring new 
entrant carriers to buy their own slots.  Tilton also believes that U.S. network 
airlines are falling behind their foreign competitors because “antiquated 
restrictions on foreign investment” are inhibiting their “rights to grow their 
business abroad.” Similarly, unless the U.S. government finds a way to break 
out of the restrictive bilateral system of allocating air rights, U.S. airlines will 
not be able to “expand globally, out of our mature domestic market, to where 
the growth opportunities are” (e.g. India, China, etc.).  Tilton concluded by 
suggesting that the U.S. Department of Transportation (DOT) should 
conduct a new formal aviation policy review. 
 
Question and Answer Session with Glenn F. Tilton 
 
Responding to questions from participants, Tilton stressed that the U.S. 
airline industry makes a significant contribution to the U.S. economy.  
However, he believes that the impact of this contribution is diminished by 
the lack of a coherent political position from the airlines relating to the 
regulation of the industry.  Tilton also remarked that the World Trade 
Organization (WTO) should be examined to see whether it would be an 
appropriate forum for liberalization.  When asked if the U.S. Chapter 11 
bankruptcy process prohibited the industry from reorganizing effectively, 
Tilton noted that most countries have some form of rigorous restructuring 
process from which only the most viable carriers emerge. 
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Session l 
Building a National Policy to Restore American 

Competitiveness in Air Transport
 
The United States aviation industry is struggling to compete on an equal 
footing in an increasingly competitive global market. On the surface, the 
core challenges facing the U.S. industry—insolvent legacy carriers, 
mounting security threats, and an outdated air traffic control system—
appear similar to those facing other regions. However, additional factors 
pose unique challenges within the U.S. airline sector.  

The emergence of savvy new global competitors such as Emirates 
should serve as a wake-up call to the United States that the current model is 
broken and that the need to implement new solutions is more urgent than 
ever. Despite fears of liberalization stifling competition, the success of the 
Air France-KLM merger suggests that bold liberalizing moves would be a 
shot in the arm rather than a threat to U.S. carriers such as United Airlines as 
they seek to move beyond restructuring to a new era of profitability and 
stability. Still, domestic mega-mergers face formidable antitrust barriers, and 
foreign ownership restrictions show no sign of receding. Many believe that 
opening the door to consolidation and foreign capital would attract a much 
wider pool of investors eager to capitalize on the sheer size and growth 
potential of the U.S. market. 

The United States is the birthplace of aviation, and it is surprising to 
many that the U.S. industry should now find itself in such a predicament. 
Proposals for reforms abound, and developments such as the U.S.-EU air 
transport negotiations may ultimately accelerate the pace of change as the 
U.S. carriers intensify their collaboration with more profitable international 
competitors. But the need for a clear industrial policy for aviation has not 
found its way to the top of the national political agenda. The time has come 
for a coherent dialogue on repairing this sector of fundamental importance 
to the U.S. economy and to the vibrancy of the global aviation industry.  
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Key questions for discussion: 
 

 Should U.S. domestic aviation policy promote new entry or 
consolidation?  What is the right balance for policymakers to 
strike? 

 Has the U.S. market changed to allow for deals that were not 
feasible ten years ago? 

 How will the marketplace change if new DOT rules and the 
U.S.-EU air transport agreement should come to fruition? 

 What lessons can the United States learn from the European 
airline deregulation experiment? 

 How can U.S. and European long-haul carriers remain 
competitive in the global marketplace against savvy new 
competitors? 

 
 
Opening Remarks by Discussion Leaders 
 
The Honorable Andrew B. Steinberg 
Assistant Secretary for Aviation and International Affairs 
U.S. Department of Transportation  
 
Steinberg asserted that a healthy airline industry is a national priority and 
that the best way to ensure sustained profitability is to complete the work of 
deregulation. The DOT has recently loosened some domestic airline 
industry regulations (for example, by repealing computer reservation 
system rules and simplifying disclosure of codeshare and wet lease 
agreements) and would like to expand these efforts to the international 
sphere by liberalizing restrictive bilateral agreements such as those with the 
United Kingdom, Brazil, and China. Steinberg also advocated further 
domestic reforms, declaring that a healthy airline industry should feature 
both consolidation and new entry. Legacy carriers continue to be industry 
innovators, but new entrants have also proven to be up to this task. 
Completing the work of deregulation should also include examining the 
role bankruptcy and competition law plays in inhibiting consolidation.  
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Roger W. Fones 
Partner, Morrison & Foerster LLP 
Former Chief, Transportation Section, U.S. Department of Justice 
 
Fones argued that consolidation in the airline industry is usually driven by 
the increased profits from (1) improving efficiency or (2) eliminating a 
troublesome competitor, and sometimes both. Therefore, carriers looking to 
merge should seek to create “true efficiencies.” Network extensions such as 
the U.S. Airways-America West merger and international alliances create 
efficiencies of both scope and scale. Fones explained that mergers of two 
carriers involving significant horizontal overlap have historically not led to 
lasting cost efficiencies. Carriers trying to gain clearance for these types of 
mergers should try to demonstrate how the industry has changed over the 
past ten years (the rise of low-cost carriers and regional carriers, cheaper 
distribution, and the decommoditization of the airline product) and show 
how the merger will eliminate redundancy. Fones believes that carriers 
looking at a network extension collaboration should also consider alliances, 
as these arrangements are more easily achieved and can be tailored to 
deliver efficiencies. He also believes that carriers considering international 
alliances should “stop worshipping at the altar of antitrust immunity.” The 
Texaco Inc. v. Dagher case decided by the U.S. Supreme Court this past term 
suggests that, when properly structured, carriers can execute pro-
competitive joint ventures with minimal antitrust exposure. 

 
 

Dominique Patry  
Senior Vice President, International Affairs and Alliances, Air France 

 
Patry stated that the U.S. airline industry is restoring its competitive edge 
through the Chapter 11 bankruptcy process and that U.S. network carrier 
costs are below those of EU carriers. He predicted that U.S. network carriers 
will consolidate, but foreign interest in participating in this process will be 
limited. Efforts to implement the U.S.-EU open skies agreement have 
faltered because the United Kingdom government is stalling while the 
outcome of the notice of proposed rulemaking (NPRM) on actual control of 
U.S. air carriers is uncertain due to political discord in the United States. 
Patry explained that Air France would like the right to participate, if 
deemed helpful by its U.S. partners, in U.S. carrier consolidation and engage 
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in cooperative arrangements with U.S. carriers, but he believes that the 
changes suggested in the NPRM lack sufficient clarity in their current form. 
If the U.S.-EU open skies agreement is signed, there will be more 
opportunities for U.S. carriers at Heathrow, more possibilities for alliances, 
and perhaps, eventually, regulatory convergence. If the current U.S. 
regulations on ownership and control do not change, the deal will collapse 
and the European Union will take individual countries to court to rescind 
their bilateral agreements with the United States.  
 
 
Professor Rigas Doganis 
Rigas Doganis & Associates 
Former Chairman and Chief Executive Officer, Olympic Airways 

 
Doganis noted that deregulation is a facilitator but not a guarantor of 
competition. In 1995 U.S. carriers had a 50% share of worldwide long-haul 
traffic, but this share is now down to 40% due to rapid growth outside the 
United States and greater competition spurred by open skies and alliances. 
Doganis believes that the fundamental structural instability in the U.S. 
industry created by Chapter 11 has left network carriers with less capital to 
spend on long-haul product differentiation. U.S. network carriers should 
follow the lead of successful airlines such as Virgin Atlantic, Cathay Pacific, 
and Emirates and leave the domestic market to low-cost carriers (LCCs) and 
their own regional carriers. Doganis also asserted that the focus of some U.S. 
network carriers on domestic product differentiation (e.g. United’s 
introduction of Ted and Premium Service brands) does not make economic 
sense. 
 
 
Open forum discussion 
 
Moderated by 
James H.M. Sprayregen 
Managing Director, Goldman, Sachs & Co. 
 
One issue raised by participants was whether the model in the cargo airline 
sector of three carriers (FedEx, UPS, and DHL) vigorously competing 
against one another is replicable in the U.S. passenger sector given the U.S. 
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Department of Justice’s current perspective on antitrust enforcement. Some 
participants expressed the view that contestability has improved in the U.S. 
airline market over the past five years. However, others noted that nonstop 
service options are more important in the passenger sector and thought that 
these options could be threatened by consolidation of network carriers. 
There also was some skepticism surrounding the assertion that the U.S. 
government was neutral between consolidation and new entry in the U.S. 
passenger airline sector. When dealing with issues such as Chicago-O’Hare 
arrival restrictions and U.S.-China air service agreement negotiations, 
certain attendees felt that the U.S. government favored new entry.   
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Session ll 
The Challenge of Removing Global Regulatory Barriers:  

Lessons from the 2006 Multilateral Negotiations
 
Aviation has always been treated as a “special case” in the realm of free 
trade. While other industries have been transformed by easing restrictions 
on cross-border transactions, the airlines have remained subject to quasi-
mercantilist regulation by national governments. The reasons for this 
restrictive paradigm include fear of competition, notions of national pride, 
and the view that airlines have a special role to play in national security. 

Reforms have largely been restricted to the bilateral realm, and the 
industry has not yet been able to take advantage of the breadth of 
opportunities expected if markets are opened on a wide basis. Still, there are 
some bright spots. At the vanguard of liberalization is the Multilateral 
Agreement on the Liberalization of International Air Transportation 
(MALIAT). The agreement, which was signed in 2001 and now counts eight 
members including the United States, New Zealand, and Chile, grants 
flexibility in routes, pricing, capacity, and codesharing among specified 
carriers in member countries. MALIAT also includes groundbreaking 
language regarding airline investment that focuses on effective control and 
principal place of business rather than substantial ownership. However, 
even the latitude afforded to airlines by MALIAT falls short of what is 
generally considered “free trade.” 

Some have suggested that a broader multilateral approach through the 
WTO would ease market-distorting pressures on the global industry. Efforts 
for incremental progress are also underway on the bilateral front. The 
ongoing United States-European Union aviation treaty negotiations began 
with great ambitions for a cutting-edge, unified air travel market between 
the world’s two leading economic regions. However, negotiators have 
retreated somewhat from their initial aspirations, and some predict that the 
result of the current talks will be little more than an embellished open-skies 
agreement. Even if an agreement does not pan out as hoped, it is possible 
that the exercise of negotiating a comprehensive U.S.-EU aviation agreement 
may provide lessons for future multilateral efforts.  
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Key questions for discussion: 
 

 What lessons have been learned from the U.S.-EU air transport 
agreement negotiations? 

 What additional issues should the United States and the 
European Union seek to resolve in the second stage of 
negotiations? 

 How can we avoid a “zero-sum game” approach to 
negotiations as aviation is brought into a multilateral context? 

 What are the strengths and weaknesses of both the bilateral and 
WTO processes for promoting further liberalization of air 
transport? 

 Should new forums, such as NAFTA, ASEAN, or a new 
grouping of countries, be pursued as a more productive avenue 
for progress on liberalization? 

 
 
Opening Remarks by Discussion Leaders 
 
John R. Byerly 
Deputy Assistant Secretary for Transportation Affairs 
U.S. Department of State 

 
Byerly remarked that the main lesson of the U.S.-EU negotiations is never to 
underestimate the role of politics and the power of sound bites over 
analysis. Each side still has something to gain by concluding an agreement. 
For example, Ireland and Spain want open skies with the United States, 
while the United States wants entry by more than four carriers at London-
Heathrow and less-restricted access to the Irish market. Byerly thinks that 
there has been no agreement up to this point because of political jousting 
and the EU’s insistence on a balanced agreement even though U.S. 
passenger carriers do not operate intra-EU service. The Dubai Ports furor 
has helped drown out the economic rationale for a U.S.-EU agreement. 
However, the United States has not been as attentive as it should have been 
in explaining the benefits of the agreement to concerned parties (U.S. labor, 
EU Parliament, and EU Member States). If there is a second stage of 
negotiations, infrastructure and environmental issues need to be addressed, 
according to Byerly.  
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Daniel Calleja 
Director for Air Transport, European Commission 
 
The focus of EU air transport policy is “normalization,” or treating airlines 
no differently from any other industry, Calleja explained. Normalization 
includes removing barriers to entry by updating the “third package” and 
concluding “open skies-plus” agreements that remove restrictions on 
market access and promote convergence on regulatory approaches. EU 
international air transport policy is built on three pillars: (1) amending 
bilateral agreements so that they recognize the Community air carrier 
concept (one-quarter of all bilaterals have been amended so far); (2) 
extending the Common Aviation Area to countries composing the EU’s 
southern and eastern borders; and (3) the conclusion of ambitious global 
aviation agreements with countries such as the United States, China, and 
India. Lessons Calleja has learned from the U.S.-EU negotiations include 
patience, given the huge importance of this agreement, respect for the skills 
of the U.S. negotiators and, on a lighter note, the importance of acronyms 
such as NPRM and CMR (for clear, meaningful, and robust). He believes 
that it is essential for the EU to reach a final resolution of the NPRM process 
that would allow EU investors further possibilities of access to the U.S. 
market. Calleja concluded by stating that aviation will not realistically be 
brought into the WTO process in the near future, but said that policymakers 
need to examine why aviation is not part of the regular trade regime.   
 
Dr. Gary C. Hufbauer 
Reginald Jones Senior Fellow, Institute for International Economics 
 
According to Hufbauer, air transport and maritime services are the most 
resistant to inclusion in the WTO framework. Notably, although the General 
Agreement on Trade in Services (GATS) Annex on Air Transport Services 
includes a small range of services where commitments can be made (aircraft 
repair and maintenance, the selling and marketing of air transport services, 
and computer reservations systems), traffic rights and investment issues are 
excluded. Hufbauer suggested that air transport services would be 
addressed after telecommunications and finance issues if the Doha Round 
ever resumes. Although the United States specifically excludes aviation 
from free trade agreements (FTAs), they may hold more promise than the 
WTO for aviation liberalization, as both U.S. and EU FTAs have gone 
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further in liberalizing services than the GATS. Both FTAs and the GATS 
have the advantage of being multiple-issue frameworks that create more 
opportunities for trading. Although the WTO has more robust dispute 
resolution mechanisms than FTAs, investment liberalization has gone 
further in FTAs than in the GATS framework. Hufbauer believes that for air 
transport liberalization to move forward, there needs to be consensus 
between industry and regulators on which forum to pursue, as when 
telecommunications liberalization was achieved through the WTO in the 
late 1990s.  
 
 
Hamid Mamdouh 
Director, Trade in Services, World Trade Organization 
 
Mamdouh explained that there has been a significant change in the service 
sectors of many economies in recent years as governments have assumed 
the role of regulator rather than choosing to operate services themselves. As 
governments embrace the idea of allowing foreign competition in their 
service sectors, the GATS can provide the framework for them to do so. The 
WTO is currently conducting a mandated review of the GATS Annex on Air 
Transport Services. There is no reason why the Annex could not eventually 
be expanded to include issues such as traffic rights and foreign ownership. 
To illustrate this point, Mamdouh cited various proposals by small countries 
such as New Zealand to liberalize areas such as ground handling through 
the GATS. Mamdouh suggested that the WTO can be a forum for “partial 
solutions” for various aviation liberalization issues but that the relevant 
parties—airlines, trade associations, and regulators—need to sort out their 
strategic plan for resolving these issues before approaching the WTO. 

 
 
Open forum discussion 
 
Moderated by 
Mark Gerchick 
Partner, Gerchick-Murphy Associates LLC 
 
One intriguing idea that was raised was the suggestion of convening 
another Chicago Convention to address the remaining issues of aviation 
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liberalization in an aviation-specific forum. Other attendees thought that 
nonsector-specific forums such as the WTO may still be potentially helpful 
in facilitating liberalization in some areas of the aviation industry (e.g. 
foreign ownership restrictions and market access). The potential impact of a 
final U.S.-EU air service agreement on other bilateral air service agreement 
negotiations (such as EU-China) was also emphasized.  
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Session lll 
Megatrends for Emerging Aviation Markets

 
 
Recent years have seen robust growth in countries and regions that have 
historically been minor players in the aviation market. The unique 
characteristics of these markets are transforming the global industry by 
motivating air carriers to rethink business models and aircraft 
manufacturers to rethink their product lines. Likewise, China, India, and 
many other countries and regions are racing to expand their airport 
infrastructure to absorb unprecedented air passenger traffic and secure the 
economic benefits associated with expanding air travel. 

In some ways, the pulse of innovation in the industry seems to be 
shifting from the developed aviation markets of North America and Europe 
to other areas of the world. LCCs are flourishing in Latin America and 
Southeast Asia, matching or even exceeding the vibrancy of the relatively 
mature U.S. and European LCC sectors. Malaysia’s AirAsia has proven that 
the LCC model can succeed even in a region particularly burdened by red 
tape. Meanwhile, some Latin American carriers—namely LAN Airlines 
(formerly LAN Chile) and TACA—are pioneering transnational branding, a 
possible harbinger of things to come in the global industry.  

This tide of innovation among passenger carriers is closely related to the 
evolution of the air cargo and aerospace industries. Both sectors are forging 
new paths that serve both to inspire and facilitate changes in the passenger 
market. Air cargo has frequently preceded the passenger carriers in pursing 
novel route structures, business models, and regulation. FedEx, for example, 
has pushed the limits of the regulatory framework to link established and 
emerging markets under one highly efficient global delivery network. On 
the technological front, the fuel efficiency and extended range of Boeing’s 
787 Dreamliner passenger jet will enable expanded global point-to-point 
routing, affording airlines greater flexibility in route design over the 
traditional hub-and-spoke network model. By lowering costs and 
shortening flight times on long-haul routes, this approach promises to 
accelerate the integration of societies and economies around the world. 

Aviation stands to gain more than virtually all other industries as 
previously underdeveloped countries pick up steam and globalize their 
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economies. While the industry works to adapt in regions that do not 
necessarily follow the same rules as the mature markets, governments will 
struggle to formulate policies to harness the benefits of aviation’s growth 
and integrate it with their national economic development strategies. 
Aviation is poised to stay at the forefront of globalization as the reimagining 
of business models, technologies, and policies ushers in a new wave of 
economic growth fueled by flight. The question is, what is next? 
 
Key questions for discussion: 
 

 What megatrends are emerging in Latin America, Southeast 
Asia, and other regions, and how will they impact the global 
marketplace? 

 Two important trends in the Latin American aviation 
marketplace are the emergence of LCCs (Mexico, Brazil) and 
transnational branding (LAN, TACA). How will these trends 
evolve in the next ten years? 

 How can small upstarts grow while navigating restrictive 
bilateral air service agreements? 

 What lessons can be gleaned from regulatory and market 
developments in the air cargo sector to help bring the 
passenger carriers’ business model to the next level? 

 What trends are evident in regulation and deregulation, 
especially in Asia, with respect to airports, airlines, labor, and 
other areas that drive the aviation industry? 

 How quickly can infrastructure be developed to avoid 
hindering further growth in air transport? 

 
 
Opening Remarks by Discussion Leaders 
 
Alex de Gunten 
Executive Director, Latin American Air Transportation Association (ALTA) 
 
De Gunten stated that Latin America is full of challenges, but he also 
believes that the region holds great opportunities. Although air transport is 
the most efficient way to travel in Latin America, its aviation market 
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remains very fragmented, has only one-fifth of the market penetration of 
Europe, and lost three billion dollars from 2001 to 2004. According to the 
Boeing Current Market Outlook, three out of the ten top regional growth 
markets for the next twenty years will involve Latin America. Mexico and 
Brazil represent 60% of all air traffic in the region, and LCCs are 
experiencing rapid growth in these countries. There is continued growth in 
intra-Latin American traffic, but traffic transiting via the United States has 
dropped off since the United States suspended its Transit Without Visa 
program and made visa requirements more costly and stringent. Regional 
groupings of carriers such as LAN, TACA, Copa Airlines, and the Synergy 
Group have led to increased profits and operating efficiencies and may be 
adopted as a model by Caribbean carriers (e.g. the association of LIAT and 
Caribbean Star). Three carriers in the region (GOL, Copa Airlines, and TAM) 
are now among the top twenty most efficient airlines in the world, 
suggesting that the region’s carriers are poised to make great gains in the 
near future.         
 
 
Jean Chang 
Executive Vice President, Greater China and North Asia, AirAsia Berhad 
 
Chang explained that the only way to get around restrictive bilateral 
agreements in Southeast Asia is to be “like a bull in a china shop.” Because 
AirAsia’s CEO Tony Fernandes did not begin his business career in the 
airline industry, he has a hard time understanding why the bilateral 
restrictions persist and seeks to work around them. One way that Malaysia-
based AirAsia has avoided restrictive bilaterals is to form joint ventures, as it 
did in Thailand and Indonesia. As an LCC that was born in the wake of 
SARS and 9/11, AirAsia must be ready for the unexpected, Chang explained. 
It was this approach that allowed AirAsia to seize the opportunity when the 
Malaysian government approached the airline to take over 96 of Malaysia 
Airlines’ 118 domestic routes beginning in August 2006.  
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Peter Harbison 
Executive Chairman, Centre for Asia-Pacific Aviation 
 
Building on the theme raised by Chang, Harbison noted that the most 
important trend coming out of the Asia-Pacific region is cross-border joint 
ventures to get around restrictive bilaterals. As long as foreign investors 
have no more than 49% ownership, regulators usually allow foreigners to 
have control of an airline. AirAsia’s takeover of Malaysia Airlines’ domestic 
routes is a turning point for the region’s airline industry, as AirAsia has 
shown that it can more than triple traffic growth on these routes while 
earning a profit. Significantly for regulatory policy, governments are being 
presented for the first time with an alternative to subsidizing a national flag 
carrier. Harbison expects that this model may also be adopted by Indonesia 
as it reforms state-owned carrier Garuda. He thinks that this is a pivotal time 
for regulatory change in the Asia-Pacific region, and believes that this 
change is not being driven by governments but by commercial necessity. 
There will eventually be six main carriers in the region but not much cross-
border merger activity. The most rapid growth in the Asia-Pacific region 
will come in the short-haul sector. China is a further catalyst of change for 
the region’s airlines as it continues to negotiate new FTAs and more liberal 
bilateral agreements.  
 
 
Steven Taylor 
Vice President, Regulatory Affairs, FedEx Express 
 
FedEx’s success in penetrating emerging markets is largely due to 
policymakers throughout the world moving to embrace globalization, 
Taylor said. The DOT policy of open skies and other liberalizations achieved 
through the WTO have been a result of this change in mindset. Taylor stated 
that the passenger sector is very different from air cargo in that aviation may 
be the least significant part of the air cargo value chain. Logistics advice and 
ground networks are more important drivers of air cargo profits. Taylor 
suggested that the limited number of truly global competitors in air cargo 
has helped the business to prosper, but he took no position on the number 
of passenger carriers that would efficiently serve the marketplace.     
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Open forum discussion 
 

Moderated by 
Dr. Respicio A. Espirito Santo Jr. 
President, Instituto Cepta 
 
Most attendees agreed that there is not one LCC business model that has 
been adopted globally. Successful LCCs have developed different 
techniques for dealing with region-specific issues, including still selling 
tickets through travel agents (Gol in Brazil), dedicated long-haul, low-cost 
service (Jetstar in Australia), and providing traditional and low-cost service 
on the same plane (as Emirates does with its all widebody fleet). The Middle 
East was also singled out as an overlooked region that will likely see rapid 
growth in air traffic in the next decade. 
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Corporate Sponsors 
 
 
United Airlines 

 

The world's second largest airline, United Airlines operates more than 3,700 
flights per day on United, United Express, and Ted to more than 210 U.S. 
domestic and international destinations from its hubs in Los Angeles, San 
Francisco, Denver, Chicago, and Washington, D.C. With key global air 
rights in the Asia-Pacific region, Europe and Latin America, United is one of 
the largest international carriers based in the United States. United also is a 
founding member of Star Alliance, which provides connections for its 
customers to 842 destinations in 152 countries worldwide. United's 56,000 
employees reside in every U.S. state and in many countries around the 
world. The hometown airline of Chicago, United's world headquarters are 
located in Elk Grove Township, Illinois. 
 
 
FedEx Express 

 

FedEx Express, a subsidiary of FedEx Corporation, is the world's largest 
express transportation company, providing fast and reliable delivery to 
every U.S. address and to more than 220 countries and territories, with a 
variety of time-definite services to meet distinct customer needs. FedEx 
Express uses a global air-and-ground network to speed delivery of time-
sensitive shipments, usually in one to two business days with the delivery 
time guaranteed.     

FedEx Express offers a wide range of shipping services for delivery of 
small packages up to 150 pounds each. With reliable U.S. express service, 
delivery is guaranteed in one to three business days within the continental 
United States. With unmatched air route authorities and an extensive 
air/ground infrastructure, FedEx Express provides customs-cleared, door-to-
door service to more international locations than its competitors.  

FedEx Corporation provides customers and businesses worldwide 
with a broad portfolio of transportation, e-commerce, and business services. 
With annual revenues of $33 billion, the company offers integrated business 
applications through operating companies, competing collectively and 
managed collaboratively under the respected FedEx brands. Consistently 
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ranked among the world's most admired and trusted employers, FedEx 
inspires its more than 275,000 employees and contractors to remain 
“absolutely, positively” focused on safety, the highest ethical and 
professional standards, and the needs of their customers and communities. 

 
 
The Boeing Company 

 

The Boeing Company is the world’s leading aerospace company and the 
largest manufacturer of commercial jetliners and military aircraft. With 
additional capabilities in rotorcraft, electronic and defense systems, missiles, 
rocket engines, satellites, launch vehicles, and advanced information and 
communication systems, the company’s reach extends to customers in 145 
countries. In terms of sales, Boeing is the United States’ largest exporter. 

Boeing has a long tradition of aerospace leadership and innovation. 
The company continues to expand its product line and services to meet 
emerging customer needs. The broad range of capabilities includes creating 
new, more efficient members of its commercial airplane family; integrating 
military platforms, defense systems, and the warfighter through network-
centric operations; creating advanced technology solutions; providing 
broadband connectivity on moving platforms including airplanes; and 
arranging innovative customer-financing solutions.  

Headquartered in Chicago, Illinois, Boeing employs more than 159,000 
people in 48 American states and 67 countries, with major operations in the 
Puget Sound area of Washington State, southern California and St. Louis. 
Total company revenues for 2005 were $54.8 billion.  
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AAR Corporation 
 

AAR is a leading provider of products and value-added services to the 
worldwide aviation and aerospace industry. AAR serves commercial and 
government aircraft fleet operators, original equipment manufacturers, and 
independent service customers throughout the world. 

With facilities and sales locations around the world, AAR uses its close-
to-the-customer business model to serve customers through four operating 
segments: Aviation Supply Chain; Maintenance, Repair, and Overhaul; 
Structures and Systems; and Aircraft Sales and Leasing.  

Since its founding in 1951, AAR has grown by anticipating the needs of 
customers in a competitive and dynamic industry and by delivering 
innovative solutions. 
 
 
Wolters Kluwer 

 

Wolters Kluwer Law & Business publishes CCH Aviation Law Reports, the 
leading source for legal information on U.S. civil aviation. CCH Aviation Law 
Reports offers complete coverage of federal aviation laws and regulations, 
relevant federal and state court cases, treaties and other international 
materials, selected agency decisions, Executive Orders, and state aviation 
laws. Updated twice monthly, CCH Aviation Law Reports is available in 
Internet and print versions. An electronic case archive includes materials 
dating back to 1822. Wolters Kluwer Law & Business also publishes CCH 
Commercial Aircraft Transactions, a comprehensive source for legal materials 
pertaining to the sale and leasing of aircraft, as well as CCH Issues in Aviation 
Law and Policy, an insightful journal offering a forum for viewpoints on 
cutting-edge issues affecting civil aviation. 
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Co-Organizing Sponsors 
 

Kellogg School of Management, Northwestern University 
 

The Kellogg School of Management at Northwestern University was 
founded in 1908 and is home to a renowned, research-based faculty and 
MBA students from more than fifty countries and six continents. The 
Kellogg School includes the Full-time, Part-time and Executive MBA 
programs and the nondegreed Executive Education Program. The school 
offers three joint degree programs: the JD-MBA, MD-MBA, and MEM-MBA. 
Additionally, the Kellogg School of Management has alliances with business 
schools in Europe, Asia, and Canada. In October 2004, the Kellogg School 
was named the top MBA program in the world for the third consecutive 
year by the Economist Intelligence Unit, a division of The Economist Group. 
Also in October 2004, BusinessWeek magazine ranked the Kellogg School the 
number-one graduate school of business in the United States, an honor it has 
achieved a record five times since the biennial survey began in 1988. 
 
 
The University of Chicago Graduate School of Business 

 

The University of Chicago Graduate School of Business is one of the oldest 
and largest business schools in the world with permanent campuses in 
Singapore, London, and Chicago. It offers five full-time and part-time MBA 
programs in addition to a Ph.D. program, open enrollment executive 
education, and custom corporate education. Current enrollment includes 
1,100 full-time MBA students, 1,900 part-time MBA students and 120 Ph.D. 
students. Six present or past members of its faculty have won the Nobel 
Prize in Economics. 
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World Business Chicago 
 

World Business Chicago (WBC) is a not-for-profit economic development 
corporation, chaired by Mayor Richard M. Daley, dedicated to 
enhancing Chicago's global position as a business location. WBC is a public-
private partnership funded jointly by the City of Chicago and the private 
sector. WBC’s Board of Directors, cochaired by Michael D. O’Halleran, 
senior executive vice president and director of Aon Corporation, is made up 
of the region's leading business executives. WBC’s mission is to expand 
Chicago’s economy through the growth of the private sector, building the 
best city in the world in which to live, work, and play. WBC markets 
regional and City of Chicago competitive advantages, coordinates business 
retention and attraction efforts, and seeks to enhance Chicago's business-
friendly environment by being a thought leader in economic development 
policy. WBC provides free “point of first contact” assistance for economic 
and industry data, site location, state and local incentives, and contacts to 
the region's private, public, and not-for-profit sectors.  
 






