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Ready, steady, go. You can say one thing about

UPS: when it has a strategy, it sticks to it and

doesn’t waver. Acquisitions going wrong,

integration problems and cultural issues do

not deviate UPS from its strategy of painting

the world brown and providing a global goods

supply chain. 

Big/little, urgent/deferred, hot/cold or

domestic/international, UPS wants to do

everything, everywhere, in the same operation

(IFW, 14 January, p1). Will it work?

UPS’s main competitors, DHL and FedEx,

don’t think so. Or at least, they have different

strategies. DHL wants to paint everything

yellow, but is doing it with four different

divisions: express, international forwarding,

European trucking and logistics.

DHL does bundle up all four services for

its large customers. But if you are a small or

medium shipper, you have four telephone

numbers to call. UPS has just reduced that to

one. Is it possible to treat freight and packages

in the same operation? Only time will tell.

FedEx has taken a different route. Rather

than being all things to all people, it remains

focused on doing very well what it does do.

This has worked for its customers, who get

good service. The stock market clearly likes it,

too. FedEx continually outperforms its three-

letter competitors, DHL, UPS and TNT.

FedEx doesn’t limit its service to packages.

It has quietly been moving urgent freight

through its system for a couple of decades. Its

customers pay a premium – often double the

air freight rate – but they know their

consignment will get to where it’s supposed

to be when it’s supposed to be there.

The advantage of FedEx’s strategy is it

doesn’t have low-margin air freight moving

through its system, or its books, which keeps

up the margin (and the share price). UPS’s

recent focus on freight is probably a

contributing factor to its credit rating

dropping from AAA to AA.

UPS’s recent announcement raises another

question. Does globalisation work anyway?

Or at least, is it necessary to have the same

sign above the warehouse door at both origin

and destination? Isn’t meeting transit time

commitments, being able to track and trace

along the way and resolving something that’s

gone wrong more important to the shipper

than signage?

There is a very strong argument that

medium-sized and niche forwarders provide

better service, and better information, than

the mega-operators. Their IT systems are

more affordable and more flexible, so they can

do more with them. The smaller operators are

also able to capitalise much quicker on new

technology.  

Some big shippers certainly take the view

that globalisation isn’t the way to go. If they

do use one of the mega-forwarders, they tend

to pick and choose those routes where they

get a good service. Just because the name is

over the door doesn’t mean that you’re going

to get a good service. So if an independent

forwarder doesn’t like the service he’s getting

from an agent on the other side of the world,

he changes to an agent who can give him

what he wants.

The mega-forwarders don’t have a “change”

capability. If they have problems with an office

on the other side of the world, there’s little

they can do. They can only hope that

“management” will fix it. Unfortunately,

customers probably won’t wait. 

There is an interesting trend in

the shipping community. It used

to be that the big shippers used

big forwarders and small shippers

used small forwarders. Because

big shippers are not getting the

service their global supply chains

require, many are moving to

smaller niche forwarders who are

more flexible and more service

conscious. 

Because of persuasive

branding, small shippers today tend to call the

big forwarders. Their web-based functionality

is also an advantage. It’s easy to use –

particularly UPS’s WorldShip.

If UPS stays the course – and it has a

history of doing so – it will not give up until

it has a global network that can move all

goods, big and small, to meet their customers’

demands. 

However, the back page of last week’s IFW

carried an advertisement which offered a

beacon of hope for the rest of the industry. It

was American Airlines’ Critical Machine Parts

ad, which said: “We know it’s more than

cargo, it’s your business.”

Collectively, the airlines have more routes

and freight forwarders more offices than all of

the integrators combined – certainly more

than any one integrator. They also currently

handle most of the freight that UPS wants to

paint brown.

However, the forwarder/airline chain is

broken. It’s based more on price than transit

time, and on consolidation rather than

movement. 

If the forwarders and airlines would

actually do what the American ad says, then

perhaps the world won’t turn quite as brown

as UPS would like it.
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If some of the shipping media who assembled to hear
about the Container Shipping Information Service
sounded a trifle baffled, that was quite understandable.
Post-perestroika, it has probably been easier to get
information out of the Kremlin than from the shipping
industry, with a few honourable exceptions.

So if the industry’s latest effort to raise its public
profile is the start of a whole new era of openness, this
is to be welcomed. On the rare occasions that
containerships enter the public consciousness, it is
when things are going wrong – an accident, a pollution
scare, a terrorist threat.

Yet there are some good stories to tell, too. The public
seldom stops to think about the almighty daily effort to
keep them going with food, clothes, furniture, toys and
electronic gizmos.

CSIS’s shop window will be a dedicated website aiming
to shed a little light on an often arcane and obscure
industry that nowadays conducts its business on
remote piers and in fenced-off port areas. 

If it’s of any comfort, other segments of the freight
industry also seem to struggle to command the public’s
attention. Bodies like the Freight Transport Association
have run various projects over the years to try to raise
the industry’s profile with schoolkids or school-leavers.
Such efforts need to be sustained long-term if they are
to show any real return – one issue CSIS’s founders have
pledged to address.

Five major UK-owned port groups have changed hands in
the last two or three years. Forth Ports is “last man
standing” after ABP, P&O, Mersey Docks & Harbour Co, PD
Ports and Simon Group went to investment funds or
overseas operators, and will shortly go the way of the rest.

From a customer perspective, no particular harm in that.
The issues for Britain are more about port capacity.

Ports have become fashionable with investors, in line with
continuing rapid trade growth. Forth is not only a well
managed port business but, as chief exec Charles Hammond
has been keen to highlight on any available occasion, has an
attractive land bank, ripe for redevelopment.

Babcock & Brown’s stake-building exercise may not be the
end of this story, and could tempt other potential bidders
out of the woodwork. A response can be expected from
Macquarie, the Australian group that lost out in the race for
ABP, or 3i, part of a consortium outbid for PD Ports.
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