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HISTORY OF DHL

By bus, boat, or bicycle, from Albania to Kyrgyzstan, Qatar to Zimbabwe, DHL Worldwide Express delivers. The company is the world leader in cross-border express deliveries, ahead of FedEx and UPS. Overall, DHL links 120,000 destinations in about 230 countries and territories. The company has about 4,000 offices worldwide, and it operates a fleet of more than 250 aircraft.  Affiliate DHL Airways provides air cargo services in the US.

In 1969 Dalsey, Hillblom, and Lynn developed a way to decrease turnaround time in the shipping business by flying bills of landing to port ahead of time. DHL started out moving documents between San Francisco and Honolulu; the process soon evolved into an international door-to-door express mail service throughout the Pacific. Within a few years, DHL began expanding its service to the Philippines, Japan, Hong Kong, Singapore and Australia. The company started to serve Europe in 1974, the Middle East in 1976, Latin America in 1977, and Sub-Sahara Africa in 1978.   

The company did not begin developing a network within the United States until 1983, when it established a hub at the Cincinnati/Northern Kentucky International Airport.  That year the company also became the first to offer international service to Europe's Eastern Bloc. In the years to follow, DHL would also be the first to include Vietnam and the People's Republic of China in its delivery network and the first to reestablish service to Kuwait following the Gulf War. More recently, DHL was the only company to continue air express service in Indonesia - despite the civil unrest in that country during May 1988.

In December 1998, DHL was named the "World's Most Global Company" by Global Finance Magazine, based on criteria including global reach, sales, assets, and profits. Featured alongside companies like Reuters, Citibank, and Shell, DHL was specifically cited for its practice of establishing "its own, rather than agent, operations overseas" and for employing "as many local staff as possible." To bolster its international influence, DHL has expanded its interests in Asia, Australia, and South                    America since summer 1999. 


In looking at DHL and its place in the overnight shipping industry, I plan on focusing in on the overnight operations based out of the Cincinnati hub, located at the Cincinnati/Northern Kentucky International airport.
BUSINESS STRATEGY


DHL strives to be the number one leader in the overnight shipping business.  Competing against such entities as UPS, FedEx, and the U.S. Postal Service, only allows them to compete by means of stuck-in-the-middle.  This type of strategy is clearly seen because DHL only offers one means of delivery, overnight; where all three competitors offer several options. When a customer wants to send a package through one of the competitors, they have a choice in overnight, 2 day, or 5 day delivery.  The cost for shipping a letter or package also leaves them stuck in the middle because they only offer one set price, no matter where the shipment is going, whether its from Kansas to New York, or California to Moscow, the same price applies to both.  FedEx and UPS offer a discounted rate compared to DHL that reflects the travel time the shipment is going, while the U.S. Post Office offers a cheaper rate, but it normally does not get there overnight.  Also, UPS offer bundling to their customers.  If a UPS customer only uses UPS for domestic shipping and DHL for international; UPS decided to offer a discounted rate if that customer decides to use UPS for both international and domestic shipping.  This opens the door for UPS to acquire more business at a lower cost to the customer.


I feel that DHL is currently in the mature part of the product life cycle because the service that they offer of overnight shipping has been around for almost 20 years here in the states and over 30 years from an international point of view. Of course there is always the opportunity for growth in such ways as acquiring new customers and building new and state-of-art facilities.  

STRATEGIC OPERATIONS


At DHL, it is very evident that speed, quality, and customer service are looked upon with a high sense of importance.  Of all the themes are in some way tied into our business strategy.  We always put the customer first, we go above and beyond to provide the best service and quality of shipping material, and we do so in a timely manner.  Just as our quality policy states:  “To sort domestic and international material to the DHL Worldwide Network through Safe, Efficient, and On-time Hub operations.”  
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This is an example of how a normal movement of freight is properly processed.  The package or letter is inputted into the system at the origin, it is then transferred by air or truck to our central hub here at Cincinnati, and it is then processed or sorted to the appropriate outbound flight, and delivered to the final customer

PRODUCTIVITY AND ITS MEASUREMENT


Measuring productivity is extremely important to the managers at DHL.  At the end of each operation, our managers and supervisors sit down and determine how the inbound operation went.  They also look very closely to our outbound operation since that greatly impacts how well our field arrivals should do and if there were any problems, why they happened and what can be done to prevent them from happening again.  Such items that are measured are on-time hub departures with a goal of 99%, on-time field arrivals, with a goal of 90%, conveyable and non-conveyable PLIBs (packages left in building), as well as many others.  These results are then sent to the Hub director for review as well as S.O.C. or System Operations Control.  At the beginning of the next night’s operation, the previous nights performances are posted for all employees to look at to allow them to see where they stand on performance.

Here is an example of a report known as a 

TSM (Target Specific Management)

	FOCUS
	TARGET

	SPEEDPACK COST
	$1000.00 A DAY

	WORKERS COMP
	0

	CONVEYABLE PLIB
	40

	ON-TIME DEPARTURES
	99%

	ON-TIME FIELD ARRIVALS
	90%

	AVERAGE DAILY PIECES
	145,313

	AVERAGE DAILY WEIGHTS
	1.252 MILLION

	INTERNAL MISSORT WEIGHT
	UNDER 5000 LBS

	CONTAINER SETUP
	191



With the above table, many of the focus items are figured using a partial factor productivity formula.  An example would be the internal missort weight. The total pounds of missorts would be from the output from the primary and secondaries, and the resources would be the number of packages handled in an hour.  Another example would be the conveyable PLIBs.  The output would be the outbound freight and the resource would be finding shipments that did not make it on the outbound flights.


All of the numbers are reported on a daily basis.  This allows upper management to keep a tight hold of how things are done at DHL.


PROCESS CHOICE

DHL’s facility at the Cincinnati airport is set up based upon a flow operating process.  This style of process is clearly seen on the nightly operation of all inbound flights, primary and secondary sorting, as well as letter sorting, reloading of material, and finally the outbound flights.  

Below is a flow chart of the process of a package being picked up, sorted, and delivered to the end customer.








All inbound flights arrive between the hours of 11:00 pm and 3:00 am every morning.  During this sort window, all containers from the aircraft are downloaded and sent to one of three different unloads.  From the unloads, the material is then sent upstairs to either the north or south primary, where there is a five-way split into a specific secondary.  Out of each secondary there is also a five-way split to the downstairs tertiary.  At this level, properly sorted letters and packages are then placed inside a designated container destined for the final destination of the shipment.  In all, this process is clearly a flow process because it is one continuous motion going from the aircraft, to the unload, to the primary, to the secondary, to the tertiary, and finally to the outbound aircraft.  All material travels throughout the facility on conveyor belts.  In all there is close to five miles of belts.  Since the material does travel on a conveyor system, this is a sure sign of a flow process.

The flow process has allowed DHL to stay very competitive over they years by allowing them to add on to the current hub when it was needed.  Although the few times that they have decided to add on, it was a very tedious process due to the buildings laid out.  Although, this permitted them to continue growing and it also opened up more area to handle the volume of new customers.  

PRODUCT CHOICE

DHL offers only one type of service, overnight shipping.  The main objective is to pick up a customers letter or package, take it back to the station, and place it on an aircraft or a truck destined for Cincinnati, where it will be sorted later that night.  It will then be sorted to the correct destinations container, placed on that aircraft or truck and arrive at that station.  The courier at the outstation will then take the shipment and delivery it by 2:00 pm.  DHL has just recently started offering a two-day delivery, but it is in the trial run stage here in the states.  They are also in the process of developing a major trucking system here in the states that will allow them to offer a three-five day delivery option.  This new system is known as Terra, meaning ground and is supposed to be offered to the public in the next two months.

CAPACITY

During the construction of the hub, the design capacity of the facility was determined to be 1.8 million pounds of freight per operation.  The maximum amount of output possible is around 1.6 million pounds of box and letter material per night.  That number is the operating capacity for the facility itself during a normal operation, but that number is also based upon the type and number of aircraft being utilized, as well as the number of trucks inbound and outbound.  Meaning, the total number of aircraft and trucks can handle way more than the facility can. Another major factor is how long the operation is running.  On a normal operation, there is a sort window between the hours of 12:15 am till 4:00 am allowing for all flights to depart on an on-time bases.  An on-time operation is the key to a successful operation because that allows all the out-stations to receive their material and get it delivered to the customer by the expected time.  The on-time departure time is determined by the flight time of each aircraft to its respective destination.  In an unexpected operation, examples would be when UPS was on strike and after September 11th, the operation went on several hours longer than normal, allowing more freight to be sorted over a longer period of time.  

Depending on the type of aircraft and where they are bound for makes a significant difference.  Currently DHL uses 22 – Boeing 727s, 4 – A300 Airbuses, 7 – Boeing DC-8s, and several prop aircraft in its nightly operations.  DHL also utilizes 36 trucks in the nightly operation.  Currently, the effective capacity is 1.3 million pounds of freight per night.  To determine the utilization rate we would take the actual output for a given night and divide it by the effective capacity number.




1,175,000 nightly output       =  90% utilization rating




1,300,000 effective capacity

The units of capacity for DHL are based upon the total pounds per night.  Over the last few years, DHL has made several major changes to accommodate for projected weights.  These changes were made to help relieve areas that were hit hard all night long, with less freight and vise-versa, areas with low amounts of freight would be receiving more.  Although, no real changes have taken place to increase the capacity during peak times of the year, the design capacity still stands at 1.6 million pounds a night.

One approach of flexible capacity that is often addressed during the peak times of the year, which is mainly between November and December, is hiring/firing.  DHL uses temporaries during this timeframe to help alleviate the heavy expected volume.  The temps are normally added to the unloads and reloading positions because that is where the least amount of knowledge of the operation is needed to properly perform the job.   

LOCATION


There are several strategic issues that should have been looked at when planning to develop this facility.  To start off with, the cost of building, the closeness to major highways, labor force potential, room for expansion, closeness to other airlines, time zones, and weather, are all areas that should have been looked upon before committing to the Greater Cincinnati/Northern Kentucky Airport.

Factor rating for where to build the new hub for DHL

	Weight
	Factor
	Cincinnati
	Wilmington

	 .4
	Labor
	100
	70

	.3
	Other airlines
	80
	40

	.3
	Weather
	75
	60


In the above rating of the two potential sites for constructing the next hub for DHL, the Cincinnati comes out ahead, 86.5 to 58.  With just a few examples to look at when weighing the option of where to build the next DHL hub, this is what I came up with.  When looking at Cincinnati, the labor force clearly out weighs the potential one in Wilmington.  Since the current hub is based out of Cincinnati, the labor is already trained for the nightly operation, where the workforce in Wilmington would not be.  Another factor to look at is the access to other airlines for use of transporting material missed during our system.  At Cincinnati, there are several other airlines that can be used to transport our material in and out of Cincinnati.  In Wilmington, there are hardly any available airlines to use.  Weather is a major factor to also consider.  When looking that the two potential sites, Cincinnati comes out ahead of Wilmington because it usually has a light winter with a lot less snow, which would greatly impact inbound and outbound operations.  

LAYOUT


The layout of the DHL facility consists of three major areas, the ramp, the upstairs sort, and the downstairs tertiary.  An exact copy of the ramp and tertiary layout has been provided to allow for a better feel for the size of the operation, please see the next two pages.  Each copy has been clearly labeled for easy identification.  The layouts clearly relate to the process choice in terms of having no easy flexibility due to sequence of job functions.  The layout of the upstairs is too complicated due to being congested with several areas, each with a multitude of belts and slides.  I will verbally explain it though.  From the unloads, the material is sent upstairs to either the north or south primary, where there is a five-way split into a specific secondary.  Out of each secondary there is also a five-way split to the downstairs tertiary.  Finally, from the tertiary, the material is reloaded and sent out to the aircraft in containers.  


In a strange way, if you were to look at the complete inside sort from a two-dimensional perspective, it would look like the U-shape technique discussed in class. Due to the needed room for equipment, two-stories are used to accommodate it all, but all inputs are sent through the system and turned into proper outputs. 

HR & OM


At DHL, teamwork is key.  Each employee works individually, but that work is focused towards a common goal for the area.  Goals range from downloading aircraft, unloading the containers full of freight, sorting the material, reloading the material, or in the eyes of upper-management, running a smooth operation. 


In some areas, where job knowledge is key, there have been learning curves set up to determine the skill of the employees.  An example of this is seen in the sorting out of the primary.  With over 850 codes to learn, sorting correctly takes time with a new employee.  Their average packages per minute normally start off between five to eight pieces.  Over the next three months, that number is supposed to increase as the employee becomes more familiar with the system and codes.  Each month the supervisor conducts a five-minute audit to keep track of the average number of pieces handled for all employees.  At the end of three months, the new hire should now be up to speed and handling 18 pieces per minute.  


At the hub, work system concepts are designed to help create and maintain an efficient working environment, which supports the business strategy.  Goals here are different compared to the field, but one common goal is always addressed, keeping the customer happy.  Going above and beyond allows DHL to keep their customers happy.  Whether it is at the hub where the main sorting takes place or in the field where couriers deal with customers face-to-face. 

INVENTORY MANAGEMENT


Close to 80% of inventories at DHL are supplies.  Many of them are not directly tied into the finished product of overnight shipping, but help maintain the running of a smooth system.  There are hundreds of supplies that are kept on hand in the event of unforeseen problems.  Examples of these are extra motors for the conveyor belts, spare rolls of three, four, and five foot belts in the event a belt is ripped or damaged, even something as little as work gloves for the employees.  A more important type of inventory would be spare aircraft within the fleet.  In the event there is a mechanical issue or required maintenance with an outbound or inbound aircraft we can easily swap them here at the hub or quick turn one to the needed destination to recover the material.  
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The benefit of holding onto inventory at DHL is that a lot of things can happen without any notice.  Such examples could be a belt ripping in half, which can shut down an entire primary or secondary depending on its location, or a mechanical issue with an aircraft for one of our early departures, delaying the delivery of all the material destined for that city.  There really are no minuses to have such inventories because it is worth the required space needed to store such items.  Instead of only losing several hours of sorting time due to a belt being down, or leaving an entire flight at its origin, having those supplies on hand allows for a lot quicker fix.

PLANNING AND SCHEDULING


At DHL, operations are planned using a chase demand approach.  A key resource that must be planned properly is staffing.  During peak times of the year, staffing is a real concern for management.  Being understaffed opens the chance for the system to run late, which then delays the delivery of shipments to the customer.  Another key factor that must be scheduled every night and day is the operation of inbound and outbound aircraft.  With such a large fleet of aircraft, a lot of times aircraft are scheduled for routine maintenance.  These aircraft must then be replaced with a backup aircraft so that the operation can continue to run as normal.  One other element that must be planned is the acquirement of glycol, which is the substance used on aircraft during winter operations to prevent ice forming on the wings and body.  Without proper planning and attaining the glycol, de-icing as it is known, would not happen causing a major problem during the winter months.


At DHL, the use of MRP is really not seen from a day-to-day perspective.  Now, in the event of a major maintenance project that will greatly impact the sort, MRP jut might be used to allow for proper arrival of material needed to complete the job.  

JUST-IN-TIME


The concept of just-in-time can be seen in the DHL operation in terms of the flow of freight.  The idea is, not to have an idle time in any area.  Although, with an overnight shipping industry, its hard to not have idle time.  


Every night, aircraft arrive sporadically to bring in that afternoons material.  Ramp crews are then dispatched from the tower to begin the download of the aircraft.  If these crews arrive just-in-time for their assigned duty, then the unloads should maintain a steady flow of freight.  A problem occurs when there is time between arriving aircraft.  The crews are then idle, waiting to download, which then trickles down to the unload, to the sort, and finally to the reloading positions.  

QUALITY MANAGEMENT


Back in 1997, DHL became ISO 9002 certified, signaling to their customers that they pledge to deliver their packages according to a worldwide standard of proper handling and delivery methods.


In the past few years, a new management team has been placed in control of the hub.  Since this happened, signs of total quality management have been seen.  Examples of these signs are the focus on customer satisfaction.  In the past, tracking a shipment was a difficult thing to do.  It was scanned into the DHL system at pickup and was not scanned again until it was delivered to the customer.  This allowed for a very large window of uncertainty that many customers found frustrating.  Within the last year, DHL has stepped up its role in offering a better means of tracking a shipment.  Now, with a brand new system of scanners and computers, DHL is now able to track a shipment from movement, to movement.  Instead of having just two scans on a shipment, it is now up to eight to ten depending on its route.  This allows customers to track their sensitive documents and packages almost in an instant.


Along with issues with tracking a shipment, in the past, the normal nightly system was always going late.  This changed over time as management allowed more movement between areas.  One key area that was affected was the ramp.  Many times ramp crews would sit for long down times with nothing to do, while the upstairs sort was getting killed.  The new management team decided to encourage teamwork and cross-trained ramp crews to help out during the sort.  Overall, the communication between the inside and outside operation greatly improved, which allowed for a more efficient operation.

MATERIALS AND SUPPLY CHAIN MANAGEMENT


When it comes to the supply chain, the key inputs that go into making DHL the company it is, is the aggressive, intelligent, friendly, full of facts couriers and salespeople that acquire and maintain customers.  The natural resource of raw talent is taken and developed in the beginning of an employee’s job and shaped into the willful and knowledgeable courier he or she will become.  This helps create a determined employee who can now go out and acquire new customers, which helps add value to that region as well as the company as a whole.

An example of a supply chain at DHL












SUMMARY


In the rough times of the late 1990’s and early 2000, DHL is still striving to become the number leader in overnight shipping.  Many steps have been taken to improve performance in time, quality, and service offered by DHL.  Better means of tracking shipments, more efficient aircraft, seen from a fueling and volume standpoint, as well as hiring and training well-informed employees who know the ends and outs of the operation, are all keys in providing quality work.  

In the last few weeks, ITT Industries awarded the “Air Carrier of the Year” to DHL.  DHL was selected from 10 Airfreight transportation companies, including FedEx and UPS that are part of the ITT-TDS program. The award is based on ITT Industrie’s quarterly Carrier Performance Assessment, a system ITT-TDS’ freight program uses to rate each carrier in 16 categories for Quality, Service, Cost-Price and Technology Capabilities.  This award clearly shows the effort given by DHL and its management team to push DHL ahead of the competition and into the future of the overnight shipping industry.
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