Global Customer Solutions Review

Stuart McAvoy – Global Director of Supply Chain Optimization and Sustainability
January 31, 2020

Supply Chain Optimization: Mission, Vision and Focus
Mission
Leveraging our engineering expertise and intellectual capital in the areas of transportation, distribution, and supply chain network design, we provide services
and create solutions which enable our customers to develop and execute viable supply chain strategies that incorporate opportunities to use the breadth of UPS
service offerings.
Vision
Through our services and solutions, we will support customers with their transportation, distribution and supply chain strategies of exceeding customer service
requirements at minimal cost.
Our services provide decision support tools which allow the customer to “evaluate” alternative supply chain strategies before investing significant cost and
resources into solutions that may not be optimal or feasible.
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Measure
• Map out current transportation, inventory and distribution facility costs
•

Accurate, verified and certified measurement of transportation CO2e emissions

Ø

Manage
• Alternative network configurations, inventory positions, transportation methods, services and choices to lead to savings and reduce climate impact

Ø

Mitigate
• Supply Chain Risk Mitigation
•

Ø

Mitigate remaining CO2e output

Market
• Improve Supply Chain flexibility and better customer service to fuel market growth
•

Competitive advantage and a way to build your reputation for environmental stewardship
Clients elect to engage in a single solution or utilize the entire set of Supply Chain and Sustainability offerings.

Supply Chain Optimization: Capabilities & Value Drivers
Network Optimization

Carbon Emissions and Reporting

§ Optimizing product flow to a given customer service time (transit
time) requirements, typically provides 5%-15% savings on total
distribution network costs (transportation and facilities, excludes
manufacturing)

§ Baseline Carbon Emissions output by mode, provide offset
options, set carbon reduction goals, Incorporate into Customer
Annual Sustainability report
§ Strike the proper balance between cost, time-in-transit &
emissions

Transportation Optimization
§ Finding the lowest cost mode and routing options under service
level requirements, typically produces savings in the range of
10% to 15% of total transportation costs
Inventory Optimization
§ Developing solutions for the optimum inventory levels by product in
each node of the supply chain produces savings estimated at 15% to
20% of finished inventory costs
Intangible Value (benefits)
§ Maps out the current supply chain. “Eye opener” through: Data collection/validation process, question/
answer sessions, Baseline flow maps, tables, Baseline costs by type
§ Enables customers to "test drive" scenarios (expansion, merger, acquisition, divestiture) before committing
significant capital investments
§ Gain competitive advantage by having a more efficient, flexible and responsive supply chain

Case Study – Measure / Manage
Current (Measure) - High Cost, Low
Service & High Carbon Emissions
Ø

Future (Manage) - Lower Cost, Better
Service & Lower Carbon Emissions

Customers are misaligned with distribution
facilities

Ø

Insufficient coverage of customer
demand

Ø

Too much Inventory

Ø

Too many stock-outs

Ø

Inefficient & costly shipping practices

Measure in order to Manage
CUSTOMER SOLUTIONS

Ø Transportation cost decreased by 6%
Ø 2 Day ground service coverage increased
by 40%
Ø Carbon emissions decreased by 36% or
128.3 metric tonnes annually

Manage to Improve Efficiencies
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Case Study – Mitigate
Lowest Potential Carbon Emissions
The 3 DC network in IN, CA and FL would generate the least amount of carbon emissions from transportation.
Scenario

Total Metric Tons
of CO2

Baseline

352.1

Three DC Network

223.8

Difference

128.3

•

The numbers above are based on the GHG Protocol

Equivalency of
128.3 metric
tons of CO2

Source: https://www.epa.gov/energy/greenhouse-gas-equivalencies-calculator

CUSTOMER SOLUTIONS
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UPS Carbon Neutral Shipping
All customers can neutralize the impact of their shipments by supporting
environmental projects around the world using offsets

>

Wolf Creek landfill gas to energy
Georgia

In 2019, we offset:

75 million packages | 147,000 metric tonnes
147,000 MT is equal to taking 31,000 cars off the road

Our Global Network

Intermodal Shifting

Integrated Network allows for Maximized Efficiency
• Network flexibility allows shifts
to most fuel-efficient mode
of transport

• Rail – 4 times less carbon intensive than
ground and 32 times less than air – is
used extensively to reduce longdistance shipping carbon emissions

Shifts from air to ground & ground
to rail help us avoid more than
7.2 million metric tonnes of CO2e
since 2015.

Ground Fleet
Leveraging Technology to Travel
Fewer Miles per Route
• Allocate pickups/deliveries to most
efficient number of vehicles daily
• Optimize routes to optimize mileage,
minimize idle time and avoid left turns
• Reroute drivers in real time
• Telematics give insight into vehicle
performance
• Eliminate unnecessary stops

We focus on increasing efficiency
and density – delivering more
packages per stop.

Sustainable Urban Access Solutions

More Sustainable Shipping Journey

Sustainability Goals

UPS Ventures invested in Arrival, a U.K.-based electric truck manufacturer, and UPS plans to
buy at least 10,000 battery-powered delivery trucks worth $440 million over the next five
years. The purchase represents 10% of UPS‘s current fleet of 100,000 delivery trucks in the U.S.,
which more than doubles UPS‘s worldwide fleet of roughly 10,000 alternative fuel vehicles.
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Recognition for Sustainability

Dow Jones
Sustainability
Indices
World and
North America

Greater
Women’s
Business
Council
2019 Top
Honoree

US EPA

CR Magazine

SmartWay
Excellence
Award

100 Best
Corporate
Citizens

JUST Capital

Fortune
Magazine

CDP Climate
Change A List

World’s
Most Admired
Companies

Leadership
Ranking in
Industry

Member of the
JUST100

Human Rights
Campaign
100 Percent
Score on
Corporate
Equality Index

