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DRIVING CHANGE

THE SUMMARY IN BRIEF

UPShaseanedareputationasoneof the top conpanies in the United
States, known as mudh for its innovéive pradicesas its skill in creating satis
fied cusomersandemployees Driving Changetells the UPSstory in away
thatprovidesclear-cut lessonsfrom which any bushesscan benefit. Authors
Mike Brewder and Fredeick Dalzdl demonstrde how UPSbeameaglobal
commece leade andwhy “Big Brown” is a company to emulate.

If youredly wantto find out whatmakes the world’s leading packagedeliv-
ery andlogidics compauy tick, if thereis anything valuable for today’s man
agersto learnfrom UPS, it all starts with the drivers Mention UPSto anyone,
anywherg and you'll hearimmeditely aboutther driver: Rudy, Murph,
Parick or Sue

Goto Mahwah,N.J.,to UPS’sWorld Technology Headquarers. Eachday,
data on somel5 million packages wendsits way throughthe UPSglobalnet
work. It doesn't mater wherein theworld a UPSpackageis, al padkageinfor-
mationis mantained on the globd UPSsystam, enabling the company to actas
oneworldwide company.

Nonetheless tedhnology,too, hasits limits,and UPSmustget creaive in
orde to serve its cusomersin every cornerof the pland. In Zambia, for exam
ple, UPSuses canoego make deliveries aaossthe Zambea River. At the other
end of Africa, mules ddiver UPSpackages into villages in the Abu Simbel
region of Egypt.

Goback — 100yearsto be exact — to 1907 Sedtle, where atiny company
calledthe American MessengerCompany was started by a teenager namedJim
Casey.And thisis whatyou find about UPSand the nature of change.

INTHIS SUMMARY, YOU WILL LEARN:

* How UPSuses culture as a compditive advantage
* Why “congructive dissdisfaction” is encouraged at UPS.

* Theway UPSchangedits bushes from retail package ddivery to whole-
sde carrier.

» Aboutthetechnologychallengesthe globd carrier has had to face.

* Why UPS’semployee ownership philosophykeepsmorale high and
turnower low.

Publishedby SoundviewExecutiveBook SummariesP.O.Box 1053,Concordville,PA 19331USA
© 2007 SoundviewExecutiveBook Summaies« All rightsresered. Reproductinin wholeor pat is prohibited.



THE COMPLETE SUMMARY: DRIVING CHANGE

by Mike Brewster and Frederick Dalzell

Cultur e asa Competitive

Advantage

Jim Casey wasborn on March 29,1883, in Nevada
andmovedto Seatte with his family whenhewaseight.
He quit schoolatagell andworked as a messeager
before patnering at age15 with two other messagess to
launchtheir own business.

Aftertrying the busnes in Goldfield, Nev., Casey
returnedto Sedtle, andhe andhis new partner, Claude
Ryan, started the AmericanMessengerCompany in
1907.Theyresolvedto employonly clean-ait boys
from goodfamilies whomthey knewpersondly. In a
rounddooutway, the buttoned-up Eagle Scouteanest
nessthatUPSis sowell-known for today devdopedin
pat asareactionagainstthe turbulent timesin which
Casgy first did busihess.

The Origins of Culture at UPS

Much of the conpany’s early busness camefrom
ddivering WesternUnion telegrams.In 1913,Caseyand
Ryan mergedtheir venturewith anothe smal Seattle
ddivery businessun by Evert McCabe.McCabe
broughtan expaisve senseof optimismandstrategic
visionthatwould makehim one of the mostimportant
figuresat UPS for manyyears.McCabe andCaseysoon
becamethe two guiding forcesbehindthe company:
Casgy, the cautiousandrefledive busnessman,
McCabe the visionary.

Once McCae cameon board,the firm adoptedthe
nameMercharts Pacel Delivery and beganto focuson
deliveriesfor smdl retail businessesin downtavn Seattle.
In 1912, adomestic parcelpostservicewascreatedoy
Congress. Large depatmentstores andmail orde houses
in the big citiesbecame interesedin using parcel pod for
local deliveries redacing local exprescompanies.

By 1917, Merchans ParcelDelivery hadpersiaded
threeof Seattle’s lamgestdepannentstores to turn over
their ertire delivery operationsEarly on, the company
realzedtheycoud win alot of busnessif theyhad arep-
utation for quick delivery. By 1919,they werelooking to
expand into other citiesfartherdowvn the WestCosst.
From this expanson the partnergenamedtheir company

United Pacel Sewice (UPS) and beganusingbrown-and-
gold delivery cars. UPSbegan courtingmgor departmert
stores that prided themsdveson the high-end nature of
the retail environments. UPShad to persuadethem that
the delivery companywould both provideexcellert se-
vice to customers and refled well on the merdants.

An I dentifiable Corporate Culture

In thefirm’s early yeas, the work of forging a culture
was relatively straightforward. A collective commitment
to ways of doing bushess, and in particular anapprecia
tion for maintaining impeccable standards of service,
could be conveyal by example.

In 1927,the founding partners invited enployeesto
become pat owne's of the company, oneof thefirst
stock-offering plansin American busihnes. Whatwas
distinctive about UPS’splanwasthatit went beyond
basic prdfit-sharing to adual voting shaes. Fromthen
on, thecompaiy’s owne's would includenot justexecu
tivesbut front-line enmployees too.

The Mark of the Founder

During thefirst 25 yearsof the company, UPSshare
prices never decreased in value — not even by a penny.
In the very midstof the Depression, in 1932,UPSwas
moving 10 million packages each year, andthe formerly

(continuedon page3)
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Culture asa Competitive Advantage
(continued from page 2)

The Policy of Spic and Span:
Becoming ‘Brown’

UPS adopted a dress code and a code of etiquette.
Success hinged on appearance and trust — on a
brand. For UPS drivers, that meant fresh shaves,
pristine uniforms, no smoking on the job and
scrupulous politeness. As department store deliver-
ies became the core business, this attention to detail
and concern for professional appearance became a
defining aspect of UPS.

In 1925, the company began issuing its drivers stan-
dardized brown uniforms in all cities where the compa-
ny operated. Brown worked in part because it was
more conservative, yes, but also because brown pack-
age cars looked cleaner on the roads, and UPS needed
its cars looking as “spic and span” as its drivers.

dominantexpresscompaneshad been waylaid by their
inability to adapt

UPS wasthriving, andit all started with Caseyandthe
managenenttechniqueshe espousd, suchaspromotng
from within, the stock ownershipplanand the red inter-
estexecutivesshowedin employes’ progress. Every
CEOsince Casg hasfoundreasmsto invoke his spirit.

A dynanic foundercanbe aninvaluable assefor a
young companyput a prodematic legacy aswell. Every
companyhasto eventuallyoutgraw its originsandmove
beyond the vision, energy,ethosand outlookthatsetit in
mation. Casey saw this testcoming andworked doubly
had to instill UPS with the culturd outlook,leadeship
talert andmanagementpolsto survive ashis legacy. m

For information on how UPS developed a policy book based on its culture,
go to: http://my.summary.com

Constructive Dissatisfaction
and the Quest for Continuous

Im provement

Around 11 p.m.thelastpasgnge flights disappar
into the evening sky at Louisville Internatonal Airport;
oddly enough,that’s whenthingsbeghn to getinterest
ing. UPS, in closecooperatn with Louisville, Ky., has
carvedout a large pieceof the airports cargofadilitie s,
called Worldport, for its globalair expresshub.On a
typical night, morethan100 UPS planesfrom all
aroundthe world convergeon Worldport. Between
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11:30 p.m.and 5 a.m, UPSunloads sorts andreloads
onto the outgoingBrowntals (UPSlingofor its air
fleet) somevherebetween 800,000and1 million
domedic and interndiond air packagesat Worldport

Worldport occupying 4 million squarefeet, four
floors,threecon@urses bristling with 44 aircraft docks
and staffed by morethan 5,000UPSnight owls, dramat
icdly displays UPSs opeationd and engineering
genius. Worldportis aso a studyin how UPSacheves
its stated mission of syndironiang commece. The com
pany handesmorethan 15 million packages aroundthe
world each day, and eve'y onemustbe scanned and
routed throughthe compay’s globd nework.

Contingency Teamsin theWings

Not al 5,000-plusemployees who work the night
shift at Worldportare involved in the sorting of pack
ages; someprepae for potential sndus. Every Monday
to Fridaynightat 7 p.m., adozen or so UPSmanagers
file into a conference roomat the Air Savice Centerfor
theevening’s “hot crew” conference call. Hot crews are
standby crewswaiting to be deployed on a contingency
basis whereve glitcheseruptin the company’s air
network.

Passergerairlines areproneto sebacks, as any fre-
quent traveler disamvers A groundedoasseanger flight
might frustrate anywhere from 50 to 300 custoners.But
the ddaysthat consitute bushessas usud for a passen
ger airline are unacceptable to UPS.A grounded
Browntail with full cargo ddays12,000padkagesand
because thoseparcls involve customers on both the
sending and receiving ends, tha translates into 24,000
affected cusomers.

Keeping adozenor so crew membas and maybe20
aircraft on call evay weekday is an expensive necessi,
paticularly for an enterpriseas focused on the bottom
lineas UPS.But if there is onething to understand
aboutthe company, it's tha evey plan has a backup
plan,and tha backup plan hasa backup plan. It is sim-
ply the cog of doing busness.

The Birth of Congtructive Dissétisfaction

Jim Caseycoined aterm to describe this compulsive
habit of tinkering with the status quo: “condructive dis-
saisfadion.” His memorable phrase makes the point
that continuousimprovement is never easy, thatit stens
from pushing people out of their comfort zoneseven
when thingsare going gresat for a business

Many great companies havecometogehe arounda
bre&throughprodud or sevice or idea. Kodakcomes

to mind, with the Kodak camerain 1888,and Xerox
(continuedon page4)
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Condructive Dissatsfadion and the Quest

for Continuous Im provement
(continued from page 3)

with its plain papercopierin 1959.UPS, by contrast,
repreentsa differentkind of company. It has rardy
grown by burstsof pureinvention. It hasbuilt itself not
by inventing somuch asby enginesringand then
re-engineering— its equipnent, its systems, itsdf. =

A Common and Uncommon
Carrier

Rudy Taylor, a driver who currently worksin New
York City, hasbeenwith UPSfor 30 years.Five yeas
ago, Taylor wasinductedinto the Circle of Honor,
resavedfor UPSdriverswith 25 yeas of servicewith-
outan accident.

Tayloris certanly notaloneat UPSas a supeb pro-
fesgonal driver. Nearly all longtime UPS driversare
exceptonal, including the tractortrailer drivers. Taylor
andhis 70,000fellow driversméke a lot of deliveriesto
busness.It's had to believethatfor amostthefirst
hdf-century of its existence UPS did hardly any busk
nessto-businessdeliveriesbut grew only throughits
consoldatedretail delivery busness, bringing padkages
from deparimentstoresto peopk's homesThe UPSof
today only emepgedafteratransforméon sparkedoy
fundamentalsocioeconomitrends

A Seismic Changein the Market

By midcentury UPS hadbuilt a conlidated retail
ddivery businessn metropoitan marketsaaossthe
United States. With the outbreakof World War Il and
theimposition of wartime rationing,UPSs retail cus
tomerssharply curtailed deliveries. Prospets brightened
with thereturn of peacein 1945,but businesat UPS
did not fully revive, asdepartmat storesstated to push
back on the costof deliveries.UPSnow faceda moment
of truth. It could adopta new busines modsd, or it
could stay thecourse.

Themod intriguing opportuniy waswholesaledeliv-
eries Having spentdecadesnastering consoldated
ddivery, UPSconfineditsef to carryingcommerceout
of retail businesseto consumes. Wholesaledeliveries
meantbringing goodsinto those stores from other busk
neses Asthe county’s new highwayinfrastructure
took shape Jong-haultruckingemergel asaviable
alterndive to railroadfreight.

Naturally, earlywholesalecoverage tendedto dovetal
with areaswhereUPSservedretail cusomeas. In the
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sulurbs,the compaty commingled retail deliverieswith
wholesde pickups butin cities, it initially handledthe
new busines with a separate se of vehiclesandroutes.
Eitherway, UPSdrivers retained the brown uniforms
and professbond derreanor.

By 1956,wholesde bushes was beginning to sup
plantretail ddiveriesat the center of the companys
thinking. Casy set a goal of achieving comprehensive
coveragein U.S.wholesde delivery within 10 years.
Howewer, it took UPSmorethan threedeadesto
achievethis milestone Wha statedin 1952asan effort
to addwholesde traffic be@me a campaign to forge
what UPShegancalling the Golden Link, meaningcon
tiguousstates throughwhich UPScould ddiver pack
ages from onecoast to anothe.

In 1980, the Federal Interstate Commerce Commissian
authorizedUPS to seve retailers on an interstae basis in
common carrier opergionsthroughouthe United States.
Through 28 yeas of slow building, UPShad transformed
itsdf from aretail deliverer opeating in scatered metro-
politanmarkets into a common carrier capable of picking
up and delivering packages anywhere in the United
States.UPSachieved transformaion by working slowly
and methodically, fromtheinsideout =

Rising to the FedEx Challenge

UPSis defined mainly by its drivers andbrown pack
agecars. But it alsorunsthe eighth-largest airline in the
world, serving more than 800 airportsin morethan200
countiesand territories aroundthe world. By thetime it
committed to building this airline, UPShad beenin
busnes for more than 75 years and hadforged world-
class groundopeations.

The compary’s first attempt at an air servicewas
called UnitedAir Express It failed, but morethan20
years later, in 1953,the conpary tried agan with
United Parcel Service-Air. Rechristened “BlueLabel’ in
1967,theair bushessremained small and, strategicaly
speking, somehing of a sideline

The FedEx Challenge

Unlike its commoncarrier busness,UPS’s Blue Label
air service contended with expeiencal andeffective
competitors. By thelate 1970s,Emery, Airborne and
Purobtor were al jockeyingBlue Labd for elbow room
in the skies. The sharpest elbows,though,bdongedto a
hungrynew company that burd ontothe scenein 1972
— Fedeal Express

FedEs hub-and-spole sysem—with Memphis,

(continuedon pageb)
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Rising to the FedEx Challenge

(continuedfrom page4)

Tenn., asthe sortinghub— created the mog efficient
next-day-ar operdion in theindusty. By the early
1980s FedEx hadrevoluionized the airfreight business
andestbiished itself asthe leading overnight ddivery
provider. All of which UPSwatchedwith someconeern
but, atfirst, not with anyreal senseof urgency,since
FedExdid not putitself in dired conpetition with
UPS’s grounddominarce but instead focusedearly
efforts on building its own premiumovernight business.

The surprisefor UPScamewhenthe size of the mar-
ketthatFedE« had tappedinto started to becomeclear.
Cudomerswerebeginningto ak UPSdriversandsales
profesgonds why UPSwasn'toffering next-dg ddiv -
ery. UPS a companythathadbuilt its reputdion and
name on high standard®f its sevice, hadbesnout
playedat its own game.

Taking to the Skies

In 1981, UPSdecidedto buy airplanes, but would rely
on a group of independentcarriers to handlethe opera
tions. The compary debutedovernight service in Augud
1982 beweenWest Coastcities. The planeswere even
paintedwith UPSbrown, thus the term Browntails.

Expectaionsranhigh in Sepenber 1982asthecom
panypreparedits nationwide laund of Next Day Air,
sening 24 cities UPS deliveredl,800packageshe first
day a number tha wasnothinglessthanhumiliating. The
companyredized thatthe UPSbranddidn't attractair
volumethe way it attraced groundvolume.But UPSper
severedstepping up marketing efforts. Coveragealong
with the size of the fleet, expandd in severalphasesover
thenex years. By 1985,UPSwasoffering Next Day Air
acrossthe continental United Statesandpreparingto
launchits air sevice to Europea dedinatiors.

In Augug 1987, UPSannounedit would takecontrol
of its fleetard maintenancepeationsand applyto
become an offi cial airline. Both the pilotsandUPSman
agementhadadustmentsto make, asthe company
absombedthe dynamics of air operations.UPS’sgateway
stdf eventwally hadto accepthereality thatthey hadfar
lesscortrol over air operationghangroundopeations =

Beyond the Golden Link

In 1975, with the GoldenLink between the eastand
the west coast finally completel, UPS hadthe authority
to link its servicewithin the 48 contiguousstates.
Hawaii, thanksto a UPSacquistion, was also linked,
andAlaska soonwould be, meaning that UPSseaved all
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50 states. It wastime to take the busnessand duplicate
it in aninternaiond market.

Thethinking back thenwasthatUPS’snon-Unted
Statesrevenueopporunities were primarily intra-coun
try. The question was which county offered the best
intra-county market? Now tha UPSserved theenire
United States, Canada seemed like the mostlogical and
low-risk choice for expansion.On Februay 28, 1975,
UPSbeanits Canalian savice in Toronto,the conpa
ny’s first opeation based outsde of the United States.

Farther Afield

WestGermary wasnext. A Wes Gemanoperation was
not to be “i ntemaional” in the sen® of transporting pack
agesbetweenthe United Statesand Gemmany or between
Germary and ary European neighbors. Rather, this wasto
remain a domedic opemtionwithin Germary.

The Geman pog office, or Bundegod, UPS’s would-
be main compeitor, didn’t care muchalout service. It
pad little heed to the needsof its cugomersanddelivered
packages onitsterns, nat its cugomes’. Fortunagly for
UPS,anopening in Gemanlaw didn't autamaicaly give
the parcel monopdy to the Bundesppg, asthe U.S. Post
Offi ceenjoyedfor first-classmail. Germancustamers
cleaty wantedanalterndive,andno othe Ametican
ddivery compary was yet on thescene.In Augug 1976,
packages weredatedto start flowing asUPS laurchedits
domestc ground busness in Weg Geimany.

Despite problenswith employeesand weakservicein
sone aress, UPShad clearly hit upona hugeneedin
Weg Germany. For onething, volume kept increasing.
For another, in thoseinstanes whencompedent drivers
actualy completedthdr routes, cusiomea's lovedthe ser
vice But the Bundespostwas ddivering as manypack
ages as UPSwas andcertainly wasn't goingto sit by as
thenewcome poachedits cusgomers

UPSincreased salaries, retrained West German
employees and implemented locd accoungbility to help
UPS Germany stop hemorrhaging money althoughit
would be many moreyeas beforeit entered the black.
After morethan 30 years it's oneof UPS’s strongest
areasof theworld. m

Creding a Truly Global Busnes

In 1985,UPSwas arything but a globd company.The
full extert of its interndiond operdions 10 yearsafter
obtaining full interstae rights in the United Statesvasa
domedic groundopeation in Canada, as well asonein
Wed Germany. A package could not be sent from New

(continuedon page6)
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Creating a Truly Global Business
(continued from page 5)

York to Londonvia UPS.

The problemdaunchingthe domestic operation in
WestGermary would inform how UPS would opeate
on a globalstage for the nextthreedeades.There was
to be a critical difference howeve, in how UPSwould
go aboutapplyingthe hard-wonlesonsfrom West
Germanyto its operaionsin Europeand Asia.

When UPS decdedto expandbeyondWestGermany
in Europein 1985, thefirst stepwasto chosewhereto
expand.The managementommitteedecidedon the
United Kingdom,aswell asFrance the Netherlands,
Belgium andLuxembourg— four countrieswhoseprox-
imity to WestGermanywould allow themto quickly get
paclkagesto a yet-to-be-determind West German hub.

From Three to 180 Countries Sened

Overthenextfour years,UPSmade 16 major
Europeanacquistions,aswell as two majoracquisitions
that broughtserviceto manypats of Asia, the Middle
EastandAfrica.lImportantjoint venturerelationships
were forgedin China,Jap&a and Koreg and agentrela
tionshipsweresetup in Turkey and severalothercoun
tries. Throughouthis period, UPStried to shoreup its
Europeanoperatonsby acquiringcompaniewith the
capadilities to solve someof the problensit washaving.

By late 1989, UPS servedmorethan175countriesand
territories. The companyreceivedsomegoodnewsin
19%, whenthe EuropeanUnion passel legidation that
effectively renovedbordersbetwesn EU membes, mean-
ing thatUPStrucks, packagecars and vanscould move
from country to country without havingto clear packages
through cusoms For UPS,this meant that its hard-won
pan-Euwopeanground network,developedwhile its com:
peitors emphaszedair expresscould operae far more
efficiertly. The globalizationembodiedn the openingof
Europeanborders wasfollowed by an even larger-scde
removal of barriers: the explosionof onlineretail.

In 2005,UPSInternatonal did $8 billi on worth of
busnessin a companywith $42 billi onin revenues.But
the company mustwork to ke togethe a network of
joint venturesalliancesandcontractorsto createdeliv-
ery opegationsin “non-Brown” countries. m

The Technology Company That
Delivers Packages

About a week or sobefore ChristmasDay, a trio of
UPSBrowntails lands at a tiny nondesciipt airportin

6
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Medford, Ore., home of the high-end food distributor
Harry & David. In the span of about four hours, thou-
sandsof orders of Harry & David fruit, cardy, truffles,
cheesecake ard other delectadesare loadedonto the
threeaircraft to begin ther journey to severd stratedcal-
ly located UPSoperated Harry & Dawvid distribution cen
ters. Thenit's on to customersall over the world.

More than 90 percert of Harry & David orders made
during the holidays read customers within 24 hours, a
perentagefairly unhead of in hdiday shipping circles.
Sinceusng UPS Hary & David hasexperiercedfar
fewer customer service cdls, product retuns andholiday
revenueadustmens. Becauwse of UPS Harry & David
hasbeenable to use techmology asa stratedc weamn to
save cudomers beter.

Mirade in Mahwah

In Mahwéeh, N.J., UPSsWorld Techrology Head
quaters kees the conpary’s global systemsrunning
2417, evey day of theyear. TheIBM mainframes(locat
edin Mahwahand remotely in Atlanta, Ga) process27
million ingructionsa secord, track 15 million packages
each day, coordinate the operations of anertire airline,
colled and distribute pad<age data from 96,000 DIADs
(Delivery Information Acquisition Devices)ard connect
149,000workstationsthrough 8,700 servers.

Fromthe Stone Age to the Digital Age

Nothing captures the UPSway of hanging backuntil
thevery lag moment — and then goingfull tilt onceit
decideson the correct path — like its technologytrans
formation. Today, convinced tha exploiting newtech
nologiesis thekey to any future growth of the package
ddivery business UPSroutinely invests about$1 billion
annudly in cusomer-facing technology toolsandinter-
nd technobgy processes.

In 1993,UPSintrodued Totd Trad, the first naion-
wide cdlular mobile daa system, which instantly pro-
videdcugomers with tracking information for all air
and groundpadkages. Now UPSprovides WorldShip,a
softwareapplication, free to UPScorporde clients, who
thenuse it to track ther shipmentsto cusomers.

Onre of UPS's strategiesin thelate 1990s wasto
bemme the preferred verdor for major Internetretaileis
like Amazon.com. UPScomwasset up in the Innoplex,
a230,000sguare-foat dat.com-ish tech fadlity. By 2001,
it was edimaed that UPSwasdelivering more than half
of al items orderedonlinein the United States m

For information on how UPS met a major technology challenge,
go to: http://my.summary.com
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The Ownership Company

The UPS emphasison teamwork,a wil lingnessto
readily switch jobsor evencarea goals anacceptance
thatbeingin managementneanspicking up andmow-
ing evay few years thetabooaganstopenly politicking
to get one’sway, the ability to think long term and not
be consumedy immediateneeds— these corevaues
didn’t blossomby accident.

The chainof imparing “ownership” means supervi
sorsmusthandit downto ther teams in the sane way
thatgeneationsof UPSdriversandpackaeloaders
have been entrustedvith thatsenseof ownership.

A Culture of Ownership

Not all of UPSs 427,000worldwide employessare
technially “owners,” andsincethe companybe@ame
publicly tradedin Novemberl999,abouttwo-thirdsof
stockownershipresidesoutsidethe company.

The idea of employeeownershiphowever,goeswell
beyond possesion of UPSstack. It's the singularUPS
cultural brew of stick-to-itivenes, self-interestand
sharedidenity thatleads such an incredibly diverse
group of individualsto seekcommoncaus. The compa
ny hasbuilt anincredibly positive cultureby emphasiz
ing a highly democréic humanresoucesrecipe,one that
virtudly no othermgor globalcompaty hasattemged.

Anothe key to the ownershipconpany is thatmostUPS
middle maragersandseniormanagerstartedas driversor
parttime packa@ handlersWheneven thetop managers
of acompanystart at the bottom it not only enableghem
to uncersandwhere therealwork gets done,butit gives
ewvery enployeetheincenive to, asJim Caseywould have
putit, “saw wood.” Fromthevery birth of thecompau,
Casy nurturedanexpansie, inclusive senseof ownership.

The Biggestl POin History

On November10, 1999, thefuselage of a Boeing 727
Browntail wasparkedoutsidethe New York Stock
Exchangeanda huge UPS banne drgpedthe entranceof
the ExchangeAlmost assoonas UPSCEO Jm Kelley
rarg the bell, the company’sshaes — which Morgan
Starey offeredto the public at $50 a share— started
shoating up in value. The market was obviously excited
by a companythathad92 yearsof financial performance
behnd it and experiencecbwner-managersunningit.

Onitsfirst dayasa public company UPSsharesvent
upto as high as$70.31beforesettling at $68.25at the
endof thetrading day. The IPO raised $5.5billion, a
newreord.

So,in theend,whatis the definition of anowneship
company?One might sayit’s a place wherea hard
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Better Than a Basehall Scholarship

Jeff Wafford, a high school baseball star, attended
Maryville College in Knoxuville, Tenn., on a sports
scholarship. He didn’t like the program and decided to
transfer to the Metro-College program, which allowed
him to take night classes at the University of Louisville
(paid for by Metro-College) before heading over to
Worldport to work the four-hour overnight shift.

Metro-College was created to attract students to
UPS as part-time employees but also help them
receive an education. Wafford was able to work
nights, go to classes and receive full health benefits
and credit toward a future pension.

Before long, he was managing other part-timers at
UPS. Wafford currently works for UPS as a technical
writer in Louisville and is one modern-day example of
how UPS is a great place for people to become own-
ers of both equity and their own futures.

worker of integrity canbuild animpressve nestegg.
Another answe would be a highly disparate group of
people of different backgroundseducatonsandaspra-
tionsdrawvn to a culture of sucess. A third response
would betha it's a place where many people justiove
to cometowork. m

Synchronizing Global Commerce,
One Supply Chain ataTime

The abiity of UPSto manaethetrarsportation element
of its customers’ supply chain stemsdirectly from the
“stretching” of its core paclkage delivery product ard a
certury of transportation know-how. For UPS, integraiing
thetrarsportation agectswith invertory hasbeenafocus.

Building its suppy chan busihes would turn outto
be perhapsthe mostdramatic new straegic direction for
the compary since shifting from retail serviceto conm
mon carier savicein 1952.By 1999, UPShadrevised
its charter to changethe company’s missionfor thefirst
timein history, from seving custoners smdl package
needsto enabling globd commerce.

Enabling Global Commerce

Providing configurable solutionsis the mostnaural of
evolutionsat UPS.After all, nearly a century ago,the
placemert of messengerboxes in Sedtle tavernsto save
patronsawalk to the Western Union station certainly
subtacted a step out of sendinga messaje and wasa
way of moving “information” moreefficiently.

Maybe it's the busnes world thatis finally inverting

(continued on page8)
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Summary: DRIVING CHANGE

Syndronizing Global Commerce,

One Supply Chain ataTime
(continued from page 7)

termsfor what UPShasbeenperfecting for a century.And
perhaps arother certury from now, the busines world will
play catch up agan andcoin morephrass for whatUPS
is doing today: senving customes oneto-one m

One Company, One-to-One

Building anairline, devebping a comprdnensiveglob-
al preene, transforning itsdf into atechnologycom-
pany, ramping up its logistics busnes — all these
achievenentsover the pasttwo de@des haveput UPS
in an excdlent position in 2007to med the manychd-
lengesof succeedingn othermarkets espeally in
China The questionis whetherthe company can har
nessandorganize all its servies to treat the Chinese
custoner asif it's UPS’sonly one—the heart of the
oneto-onevision.

A Bridgeto Globalization

UPS, not surprisingy, planson being a big part of the
spred of goodsto China’'sinterior. Much in the same
way thatUPSspen muchof the 20th century fighting
regulatorybattles in the United Staesto proaure the
rights to seve all 48 coniguous states the companyis
primedfor a similar chalengein China To really crede
thekind of one-to-onecusbme intimacy in Chinathatit
enjoys in the United Statesthough,UPSneedgo con
centrateon four fadors: increasdts pregnce,mprove its
senice quality andinternalproes®s,keepimproving
training for all UPSempbyeesin Chinaandexpandts
salesforce

UPSis convincedthatits straegy of combiningits
transportation seviceswith a defined, configuredsetof
sypply chainsolutionsis the “sweé spot” for the company
moving forward Threefactorsalow UPSto succesfully
maintain its balarce at the nexus of globaltrade:the abili-
ty to stay aheadof the prevailingwisdom aboutwhich
makets will grow, thedisciplineto be prudentabout
investing preciaus resourcesindtheresponsibilityto bea
positive socialforcein thoseareasit does investin.

The Future Evolution of the UPSBrand

The now iconic “WhatCanBrown Do for You?” adver
tising canpaignwasa very successil methodof communi
caing anewUPSmessagéo thepublic and,in aseng,
wasaway to articulae the oneto-onevision for amass
audence. Like mostcompanies UPStoday thinks about
how it will continueto grow in the futureandhow tha
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growth will affect its brand.But
unlike mostcompanies, UPS’s
broadcapablitiesand globd
reach meanstha it is able to
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If you liked Driving
Change, you’'ll also like:

condder awidearray of busk 1. zm: StarIJth\ksME.x;;lerllignce
0 y Joseph A. Michelli,
ness opportunties. Ph.D. Michelli gives his

readers an in-depth look at
the success strategy of
this well-loved coffee
house-styled company.

2. Exceeding Customer
Expectations by Kirk
Kazanjian. Kazanjian gives
an in-depth look into the
strategic management
practices that have boost-
ed Enterprise Rent-A-Car
to the top of its industry.

3. L.L.Bean by Leon
Gorman. CEO of L.L.Bean
and grandson of the com-
pany founder, Gorman
offers an inside look at the
history of one of the
United States’ best-loved
companies.

In 2001,UPSacquired fran-
chisor Mail BoxesEtc. Inc. and
onApril 7,2003,morethan
3,000Mail Boxes Etc. locaions
in the United Staeschos to re-
brandas The UPSStore In
2004, theyear after the branding
change Mail Boxes Etc. opened
more than 500 new locations of
The UPSStorein the United
States— arecordfor thecom-
pany, and paticularly impres-
sive for anearly quarer-century
frandchise The UPSStore while
useal primaily by small bust
nesses and individud consuners offers anotheravenue
for creative ways for UPSto save its cusomers.

The nextchapter of the UPSstory remans unwritten,
butif the past holdsany clues for wha is to cone, a
trandformation will result in not only a changedcompa
ny, but a srongercompaly — onethat will retain the
best of what has worked in the past and adgpt to meeta
changing businessworld. Tha redlience is atesament
to its homegrow leadership and ability to execug, cer
tainly, but alsoto the singula culture planted by
founderJim Caseyso longago. =

Rewealing the ‘SecretSauce’
at UPS

You wonde to yourséf if you've redly figuredout
how UPScollectively achieves the miracle of delivering
15 million packages evay day. Thereis not onekey
ingredientto UPS's success butthree. And thesethree
valuescertinly aren'’t secrets.

It will come as no surprise to anyonewho hasever
received a UPSpackagetha cultureis the gluethat
holdsthe center at UPS.Custonersalso seek theresuls
of UPS5 ability to execute on suc a massive scale
evay day Pehgpsthebiggest surprise in the searchor
the“secret sauce at UPSis the company’s unlikely
knack for transformetion, particularly when mostof us
bdieve UPShas been doing esenially the sane thing
for a century. Simply put, transformation is in the com
pany’s DNA. And it keepsgetting better at it. =




