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Executive Summary

     This report is an overview of my observations while on a fellowship at Federal Express headquarters in Memphis, Tennessee from August 1999 to June 2000.  I focused primarily on strategic planning since I was assigned to the company’s Strategy Core Team.  This group of select managers throughout the organization was brought together to identify potential future market spaces, validate future market spaces against plausible realities, and embed strategic thinking throughout the company.  Additionally, I was able to spend some time with a team under the purview of Human Resources, which focused on Recruiting and Retention, and Leadership Development.  I also spent some quality time with the Vice-President of Global Logistics, who opened my eyes to new and ongoing logistics services initiatives in the company.

     Information regarding Global Logistics and Information Technology were scarce and/or proprietary.  However, I felt it was important to include the information I did find on these two areas because: one, they are important cogs in the Federal Express operation; and two, the ongoing tests/experiments of various new initiatives in the areas that pertain to logistics (transportation and distribution), may have direct DoD implications and present a golden opportunity for future partnering, alliances, or joint ventures between DoD and companies like Federal Express. 

     Federal Express literally founded the express-distribution industry.  In a phrase, “the 

Company made the world more efficient by convincing all of us that we absolutely—positively had to have it overnight.”  Now, 27 years later, the term “FedEx” has worldwide recognition and is synonymous with rapid, dependable, overnight, express delivery, and global logistics.  To provide express delivery on a global scale, Federal Express has developed an integrated transportation communication and information infrastructure that connects the world – physically and electronically – with unprecedented speed and precision.  Federal Express has over 200,000 employees and contractors in 210 countries and annual revenues of $18 billion.  The company has over 44 thousand ground transportation vehicles and its air cargo fleet of 650 aircraft is second only to the United States Air Force.  

     Federal Express is in a period of transition.  The rapid growth in technology, coupled with a flourishing economy, which has shifted the traditional delivery patterns, has presented the company with some of the toughest issues it has faced since it was established.  The advent of electronic mail, the fax machine, and the Internet are just a few examples of the innovations that challenge Federal Express' dominance of the express-distribution industry.  

     Federal Express has reorganized in an effort to provide consumers better and more complete transportation, distribution, and logistics products and services.  The Federal Express Corporation, formerly FDX Corporation, now provides strategic direction for six other companies; each with a key role in the corporation’s overall operation.                        

· FedEx Express (formerly Federal Express) – the traditional global express delivery company utilizing air routes and local ground distribution

· FedEx Ground (formerly RPS) - North American ground package delivery; expanding from business-to-business to business-to-consumer

· FedEx Custom Critical (formerly Roberts Express) – time-specific, critical shipment within North America and within Europe

· FedEx Logistics (formerly FDX Logistics) – a transportation management company plus two regional freight carriers 

· FedEx Trade Networks –  provider of full-service customs brokerage, trade consulting, information technology, and e-clearance solutions

· Viking Freight – western U.S. regional less-than-truckload carrier offering premium service

     While DoD maintains true long-range strategic planning processes, looking out a decade or more into the future and simultaneously planning for near-term operations; the business world treats these two events as one in the same.  In private industry the strategic horizon is commonly six to twenty months.  In addition, the planning is narrower in scope, focusing on the immediate issues at hand. 

     Even more than the short planning horizon, I was impressed by the flexibility of the corporate budget process to accommodate changes in the strategic plan.  Funding was easily moved to where it was needed and the associated decision and approval process was quite rapid.  Having been involved in the DoD budget process in my former assignment, I was struck by the contrast.

     Like the rest of the business world, Federal Express is feeling the pressures of the new, more mobile, and extremely talented workforce generation which sees very little value in company loyalty (i.e. working to retirement).  There is a 22% annual turnover, mostly in the front-line labor employees (i.e. package handlers, couriers, sorters etc.).  These employees—mostly part-time--like the pay and the benefits, however, they are not fond of their work schedule.  Recently, there has been an increase in the turnover of salaried or tenured employees (i.e. employees with twelve or more years in the company).  In my view, the cause of this increase is two-fold.  First is the anticipation of reorganizational turbulence.  Instead of staying, and weathering the storm, experienced employees are leaving at their own choice and utilizing the Federal Express name on their resume.  Second is the relative lack of middle management authority.  Along with strategic planning, decision-making has historically been concentrated and directed from the top.  Middle managers at Federal Express are bright, intelligent, and eager for challenges.  The absence of the room to roam within the company and the presence of a booming economy with a flourishing job market are perfect motivators for competent, ambitious managers who want to get ahead to move on.  This is in contrast to DoD, where large measures of authority and responsibility exist, even at the lowest ranks. 

      The DoD is also in a period of personnel transition.  Shrinking budgets, which have forced a smaller workforce due to downsizing, a blooming commercial economy with extraordinary returns on high-tech commercial investments, and record low unemployment are all factors that present DoD with some of the toughest challenges it has faced in years.  It must remain a dominant military power in spite of a shrinking budget; it must become more efficient and effective in spite of a smaller workforce; and it must continue to attract and recruit highly skilled personnel for key skilled positions, in spite of the lack of interest and attention given to a career in the military by high-skilled high school and college graduates.  Some personnel studies suggest that there will be more high skilled positions than there are qualified personnel to fill them in the near future.  If this becomes reality and the economy remains robust (all projections indicate it will) DoD will find it extremely difficult to compete and win the high skill personnel recruiting battle with private industry due to the more attractive packages commercial companies are able to offer.  In this light, it may be wiser for DoD to partner rather than compete with private industry to take full advantage of the high skill labor pool.     

     Although the Defense and Private Industries play by a different set of rules,  it would be prudent for the DoD to investigate, with more vigor, the business concepts and practices ongoing in private industry.  The realities of an outdated planning, programming, and budgeting system; and the speed and impact of change across the entire world due to technological advances, demands change.  DoD must make itself more attractive to do business with in order to entice partnerships, alliances, and joint ventures with private industry, particularly in the areas of logistics, communications, human resources, and information technology.  This would allow the DoD  to  economically leverage the state-of-the-art advances, innovations and high-skill levels that are common place and abundant in private industry.  In light of the current situation and future indicators, this is the most logical way for DoD to prepare for the future. 

BACKGROUND

A Brief History

     In the late 1960s, Frederick W. Smith, a young businessman knowledgeable of the air transportation industry, conceived the idea of Federal Express. Upon investigating methods of airmail movement, he discovered that the Federal Reserve System was in critical need of a method to rapidly transfer checks among its 36 branches, preferably overnight. 

     Federal Express was first created to fill this requirement. But in researching this need, it became obvious that the overall deficiencies in the nation's air cargo system were so great that the company should focus on broader priority transportation needs. 

     To help analyze this market and the proposed hub and spoke operating plan, Federal Express brought in consultants to develop independent evaluations. An extensive study pointed out that the domestic air express business was potentially very large, but that the service level provided by the freight forwarders and airlines was less than satisfactory. This service gap had been caused by a reduction of over 1,500 flights daily, restricted service to only 500 airports, and passenger-oriented airline service. The air express shipper was in urgent need of a practical system to move high-priority shipments across the country (History of FedEx, 1996). 

     Air express was a cumbersome and time-consuming ordeal. When the airfreight finally touched down at its destination, there were surface transportation problems. Speed, reliability, and tracing left a great deal to be desired, and poor security practices resulted in numerous losses. Airline transfers often meant damage, confusion, voids in the system, and generally poor service. 

     The most critical service problems in the air freight system of the early 1970s were experienced in medium and small communities across the country. Government regulations at the time limited the size of aircraft that could be used by a new air carrier, so small jet freighters were required. After examining various aircraft within these constraints, the Dessault Fan Jet Falcon 20 was found to be the most useful in size and load capacity for a nationwide overnight delivery air express system. 

     With modifications that included a large cargo door, the Falcon 20 was converted into a unique cargo aircraft. The Federal Express version of the Falcon Jet, carrying a load of slightly more than three tons, was designed as an economical, convenient means of transporting cargo to airports all over the country. 

     In April 1973, Federal Express formally began operations serving 25 cities. With capital funding of over $90 million, it was the largest venture capital startup in the history of any business in the United States. The hub sort facility was completed in May and by the end of the year, 44 vans were on the road. Employees numbered 389 (History of FedEx, 1996). 

     During the next several years, the company expanded dramatically, serving more cities, opening new stations, and adding aircraft to the Falcon fleet. A fleet of delivery vans established a totally integrated system of customer pickup and delivery, all operated by Federal Express employees. 

     However, expansion was hampered by restrictive federal legislation that prevented the company from acquiring larger, more economical aircraft. We led the fight to have these restrictions lifted, and in November 1977, President Jimmy Carter signed a new airline cargo deregulation bill. In January 1978, Federal Express acquired its first 727-100 aircraft, a plane carrying almost seven times the payload of the Falcon. Other 727s soon followed. With the 727s available in 1978 to serve cities previously supported by five or six Falcons, Federal Express service expanded greatly. 

     In April 1978, Federal Express became a public company by offering over a million shares of stock for sale to employees and the general public. The following September, shareholders approved changes in our Corporate Charter that resulted in a two-for-one split. By December, the stock was listed on the New York Stock Exchange under the symbol FDX. 

     Five Boeing 737 aircraft were ordered in 1979 and operated for several years, while additional 727s continued to join the fleet. In 1980, the company acquired its first DC-10. The Falcons were phased out in 1984, and today the Federal Express air fleet includes DC-10-10s, DC10-30s, MD-11s, A300s, A310s, 727-100s, 727-200s, Cessna 208s, and Fokker F-27s (747s are no longer a part of the Federal Express air cargo fleet). 

     In late 1981, Cansica Inc., the Federal Express Canadian licensee, began offering transborder service to Canadian businesses under the name of Federal Express. The Canadian operation now serves 100% of Canada's population and has been a wholly owned subsidiary since early 1987. 

     1981 was also the year that Federal Express introduced COSMOS (Customer Oriented Service and Management Operating System), a computerized package tracking system, and DADS (Digitally Assisted Dispatch Systems), which provided a much more efficient method of routing and communicating with couriers. That same year, the company launched the Overnight Letter, an immediate success, and greatly expanded the Memphis package sorting facility with an addition called the SuperHub. 

     In 1982, Federal Express implemented "Operation Earlybird"--their commitment to overnight delivery by 10:30 a.m. throughout most of the country. It was an effective response to customer preference for earlier delivery and took less than 6 weeks to implement. 1983 was the year in which Federal Express attained $1 billion in revenues, the first company to do so in only 10 years without the benefit of merger or acquisition. 

     The expansion of their international operations on a global basis began in 1984 when Federal Express purchased Gelco International, a small onboard courier operation. This was the first of a number of international acquisitions that gave the company an integrated global network serving more than 100 countries (History of FedEx, 1996). 

     Another enhancement to our service network was the opening of over 250 business service centers (now called Federal Express service centers) across the country in 1983, followed by the introduction of “drive-thru” centers (now called mini-centers) in 1985. These centers have allowed Federal Express to bring their services closer to the customer. 

     In 1985, Federal Express inaugurated transatlantic service to Europe with regularly scheduled flights to Brussels, the site of our European Hub. With the l986 purchase of Lex Wilkinson, the company gained a United Kingdom domestic service and contract distribution system. As nightly volumes continued to climb, they opened the first of their regional sorting centers in Newark. Federal Express also continued the aggressive use of computerized applications that year by installing over 2,000 customer automation devises on customer premises, thus enabling their customers to weigh and rate their own packages, print airbills, and generate daily invoices (History of FedEx, 1996). These devices and the overall customer automation system are currently known as PowerShip. 

     1986 was also the year that Federal Express' established history of no-layoffs was put to the test when the company's electronic mail service was discontinued. Although, 1,300 employees' jobs were affected, no one lost his or her job. The company reorganized and kept virtually every person in the work force. 

     Reaching a record $3.2 billion in revenues during 1987, Federal Express continued to increase productivity and improve the quality of service by phasing in the COSMOSIIB tracking system with a device called SuperTracker. The company was named the Official Air Express Carrier of the 1988 Olympic Games, signifying their emergence as a truly global logistics network. 

     Federal Express was granted exclusive air express rights to Japan and flew the inaugural trip on June 16, 1988. The company averaged a nightly volume of 1,000,000 packages late that year and continued our worldwide expansion. Their focus and mission is to continue to lead the way in providing the best service, prices, and locations in the worldwide marketplace. 

     The hub and spokes system became more sophisticated as the company expanded its air and ground terminals and regional sorting centers. This helped them reduce costs and increase flexibility. Domestic regional sorting centers with small mini-hubs have been established in Oakland and Newark; Indianapolis is the company’s second national hub. 

     Federal Express responded to the distribution revolution by creating its FedEx Logistics Services Division. By using its sophisticated data management and the world's foremost transportation systems, they are offering their customers opportunities to revolutionize all of their logistical needs. 

     In 1989, the company acquired Flying Tigers. This enabled Federal Express to greatly expand its routes, add equipment, and facilities. Most important, the company expanded with dedicated, seasoned professionals. Worldwide employment climbed to more than 119,000 (History of FedEx, 1996). 

     In 1990, Federal Express became the first service company to win the Malcolm Baldrige National Quality Award. In 1994, the company was the first to reach simultaneous Corporate ISO 9001 Certifications (History of FedEx, 1996). 

     They added the new generation McDonnell Douglass MD-11 to their aircraft fleet. The MD-11 and the DC10s enable the Federal Express Freight fleet to offer unmatched service around the globe complementing their 727 fleet and a growing number of Airbus A300s and A310s. 

     After coming close to $10 billion in revenues for the first time in fiscal year 1995, Federal Express hit $18 billion in revenues during fiscal year1999 and is projected to match or exceed this figure in fiscal year 2000. 

          When first introduced in the 1970s, overnight express service was considered a specialty. Today, it's an important part of the global business economy. This exceptional service stems from one source--FedEx people. Meeting customer needs with a dedicated work force is the primary component of the historical success of Federal Express Corporation.

CompanyVision

     To satisfy worldwide demand for fast, time-definite, reliable distribution, Federal Express continues to build and refine a uniquely integrated, all-cargo express network.  This network relies equally on transportation infrastructure, information technology and dedicated Federal Express people for its seamless global operation.

OVERVIEW

     Federal Express has changed its look.  They have reorganized themselves in order to make it as easy as possible for businesses of all sizes to achieve their shipping, logistics, supply-chain, and e-business objectives.

Federal Express Corporation

                            As an $18 billion market leader in transportation, information, and logistics

                       solutions, Federal Express Corporation provides strategic direction for five major                                                                                              

                       operating companies and a leading regional carrier : FedEx Express, FedEx Ground,                                                             

                       FedEx Custom Critical, FedEx Logistics, FedEx Trade Networks, and Viking Freight.                         

                       Each company operates independently, focused on its market segment, but also competes 

                       collectively under the powerful FedEx brand worldwide.  In today's Network Economy,

                       FedEx Corporation is uniquely positioned to leverage the power of networks to help

                       connect their customers to the high-tech, high-speed global marketplace through: 

· unsurpassed physical networks, delivering nearly five million shipments every business day. 

· virtual networks, handling more than 100 million electronic transactions a day 

· continuing to invest about $1.5 billion each year in the best information technology people and Information Technology. 

· the Federal Express people network which consist of more than 200,000 employees and contractors delivering more than packages; they deliver integrated business

                                  solutions. 

     Federal Express (Express), the world’s largest express-transportation company, offers consumers the world’s most advanced and reliable global air/ground express distribution network, serving 210 countries and connecting markets that comprise more than 90 percent of the world’s Gross Domestic Product  (GDP) within one or two business days.   The Federal Express (Express) global transportation network provides rapid, reliable, time-definite delivery of documents, packages, and freight shipments worldwide.  A state-of-the-art information technology network enables information-rich service offerings.  More than two million customers are connected electronically with Federal Express (Express) through its Web site or its customer automation systems; about two-thirds of the company’s domestic transactions are processed electronically every business day.

Other General Company Info: 

	Headquarters
	Worldwide - Memphis, Tenn.

	
	Asia – Hong Kong, China

	
	Europe – Brussels, Belgium

	
	Latin America - Miami, Fla.

	
	Canada – Toronto, Ontario

	

	Principal Officer
	David J. Bronczek, President and CEO


	

	Founded
	1971; First day of continuous operations on 

April 17, 1973
	

	
	
	

	Workforce
	More than 150,000 employees worldwide


	

	Volume
	More than 3.3 million shipments every business day


	

	Air Fleet
	650 aircraft


	

	Ground Fleet
	About 45,000 vehicles
	

	
	
	

	Recent Awards 

· Fortune, "100 Best Companies to Work for in America" (1998, 1999, 2000) 

· Fortune, "50 Best Companies for Asians, Blacks and Hispanics" (1998, 1999) 

· Working Woman, "100 Best Companies for Working Mothers" (1998)
	


     Federal Express (Ground), is a leading provider of ground small-package delivery.  Federal Express Home Delivery, a low-cost Federal Express (Ground) service that is currently rolling to major metropolitan markets, focuses exclusively on business-to-home deliveries.  Federal Express (Ground) is North America’s second- largest provider of business-to-business ground small-package delivery services and a pioneer in applying advanced information technology to meet customer needs.

Other General Company Info:

Headquarters Pittsburgh, Pa.

Principal Officer Daniel J. Sullivan, President and CEO 

Founded 1985

Service Area Service throughout North America, including the U.S., Canada, Puerto Rico and Mexico 

Volume About 1.5 million packages every business day 

Workforce More than 35,000 employees and independent contractors 

Ground Fleet about 8,600 vehicles 

Recent Awards 

· National Small Shipments Traffic Conference (NASSTRAC) and Logistics Management and Distribution Report magazine, "Parcel Delivery Carrier of the Year" (1999) 

· American Trucking Association Safety Contest, first place, "General Commodities Division, Miscellaneous Fleets, Linehaul, Over 20 Million Miles" category (1998, 1999) 

· American Trucking Association, President's Trophy for the best overall safety program (1996) 

     Federal Express (Custom Critical), is the world’s largest surface expedited carrier.  It offers nonstop, time-specific door-to-door delivery – within the United States, Canada, and Europe – of time-critical shipments and shipments that require special handling.  This company is North America’s largest time-specific critical-shipment carrier.  Their door-to-door surface and air-charter delivery solutions are driven by sophisticated and proprietary shipment-control technology.  The White Glove Services division was recently created to meet the demands of fragile, hazardous, perishable, sensitive, irreplaceable or high-value freight.  The company’s Charter Air division offers an array of expedited air solutions to meet customer’s critical delivery times.

Other General Company Info:

Headquarters Akron, Ohio 

Principal Officer R. Bruce Simpson, President and CEO 

Founded 1947 (became expedited carrier in 1980) 

Service Area Service available anywhere within the contiguous United States and Canada, and within Europe 

Volume About 1,000 daily shipments 

Workforce More than 2,100 employees and contractors 

Air Fleet Access to virtually every on-demand aircraft in North America 

Ground Fleet more than 2,000 

Recent Awards 

· Pfizer Corporation, "Quality Carrier of the Year" for transportation excellence for the fifth consecutive year (1998) 

· Goizueta Business School of Emory University, "Best Practices in Customer Relationship Management" (1997) 

· Smithsonian_Institution, included in the Permanent Research Collection on Information, Technology and Society (1996) 

     Federal Express (Logistics), specializes in transportation management, integrated logistics, and consulting services that are in keeping with the hall marks of the Federal Express brand, global, time-definite and information-intensive.  The company offers complete supply chain solutions targeted to customers in the aerospace, automotive, health care, high technology, industrial, and consumer products industries.

Other General Company Info:

          Operating Companies

· Federal Express Supply Chain Services, Inc. (marketed under the brand name and logo, Federal Express Logistics): Provider of global transportation management services, integrated logistics, consulting, and other professional services.
· Caribbean Transportation Services, Inc.: Leading provider of airfreight forwarding services between the United States and Puerto Rico
	PRIVATE
Headquarters
	Memphis, Tenn.



	Principal Officer
	Joseph C. McCarty, President and CEO



	Founded
	1998



	Service Area
	U.S., Canada, Europe and other worldwide locations



	Volume
	About 4 million shipments per year, with an additional 4 million pounds per week shipped via Caribbean Transportation Services



	Workforce
	More than 4,800 employees

	
	

	Recent Awards 

· Institute of Transport Management, "European Logistics Company of the Year" (1999) 

· Logistics Management & Distribution Report "Quest for Quality Award" in the category of third-party logistics (1999) 

· General Motors "International Supplier of the Year Award" (model year 1998) 


	     Federal Express (Trade Networks), facilitates global transportation and logistics services by providing full-service customs brokerage, trade consulting, information technology, and e-clearance solutions.  PRIVATE
FedEx Trade Networks Inc. helps customers of all sizes solve the intricacies of shipping goods globally.  The company provides customers with full-service customs brokerage, which includes: entry filing and release services; assessing and advancing customs duties and fees; and filing declarations for items shipped via express air and ground networks.  Other services include trade consulting and information technology, including fully integrated regulatory compliance for imports and exports, document preparation and archiving.  E-clearance solutions, another service offered to customers, make it possible to quickly clear more shipments through customs by using advanced e-commerce programs.  Other transportation and logistics services, catering to customer need and some built around the unique customer situation are also available. 

Other General Company Info:

Operating Company 

· Tower Group International, which also specializes in warehousing and national distribution, duty drawback, trade consulting, cargo insurance, and public and private seminars.

 

	PRIVATE
Headquarters
	Memphis, TN



	Principal Officer
	G. Edmond Clark, President and CEO



	Founded
	February, 2000



	Service Area
	Worldwide



	Workforce About
	1,600 employees


     Viking Freight is the leading less-than-truckload carrier operating principally in the western United States offering premium next-day, on-time regional freight service and direct ocean service to Alaska and Hawaii.

Other General Company Info:

	PRIVATE
Headquarters
	San Jose, Calif. 



	Principal Officer
	Douglas G. Duncan, President and CEO 



	Founded
	1966 



	Service Area
	Operates in 11 western states, with cross-border service to Canada and Mexico 



	Workforce
	About 5,000 employees 



	Volume
	More than 13,000 shipments each business day 



	Ground Fleet
	About 7,600 vehicles 

	
	

	Recent Awards 

· Dayton Hudson Corporation, "Director's Excellence Award" 

· Glaxo Welcome, "Carriers' Performance Best of Class Award" 

· International Paper, "Regional LTL Carrier Award for Outstanding Performance" 

· PacBell Directory, "Supplier Quality Alliance Silver Medal" 

· Phillips-Van Heusen Corporation "Carrier of the Year" 

· National Small Shipments Traffic Conference (NASSTRAC) "LTL Regional Carrier of the Year" (fourth time) 

· Logistics Management & Distribution Report "Quest for Quality" readers' choice award (eighth time) 

· California Trucking Association, first place, "Fleet Safety Contest" 

· American Trucking Association, "President's Trophy for Safety" 


Note:  All numbers and other information relative to the Federal Express Corporation contained in the Overview were obtained from the Corporation’s Intranet (www.fedexcorp.com).

Operate Independently but Compete Collectively     

     This is a new concept (a new business model) at Federal Express. The concept allows Federal Express Corporation’s five primary subsidiaries (i.e. FedEx Express, FedEx Ground, FedEx Custom-Critical, FedEx Logistics, and FedEx Trade Networks) the freedom to operate their transportation, distribution, and logistics systems independently;  each focusing on the segment of the market it serves best.  Each subsidiary has a transportation system, a cost structure and a unique culture suited to its particular market segment.  Fred Smith, Corporate CEO, feels that attempts to combine the operations would dilute the quality of service each company provides.  

     While the companies under Federal Express Corporation have the freedom to operate independently, the strength of the corporation is in the sum of the capabilities each company brings to the corporation.  In short, Federal Express Corporation leverages the companies’ capabilities and their myriad of services; overlays the Federal Express elaborate infrastructure, distribution and information network; all under the Federal Express brand to create the ultimate and most complete express-distribution operation in the world. 

     The concept described above is old hat to the Department of Defense, in particular, the armed forces within DoD.  Federal Express Corporation is the equivalent of DoD, the subsidiaries are equivalent to DoD’s Army, Navy, Air Force, and Marine Corps.  Each of the Services has notable strengths and capabilities, different cultures, and the freedom to operate independently.  Yet, when necessary, the Services will, and often do, combine their capabilities in joint operations to effectively prosecute the mission of upholding the nation’s national security strategy—in other words, they compete as a collective force.

Federal Express Strategy Core Team

     As the founder of Federal Express, Fred W. Smith has always played a key role in the company’s strategic planning effort.   With support and input from marketing and finance, he set the company’s vision for the future.  Following the acquisition of Caliber Systems (a conglomerate which included RPS, Roberts Express, and Viking Freight) in 1998, Mr. Smith became the Chief Executive Officer of FDX Corporation, a holding company, and placed Fred Weise in the role of Chief Executive Officer of Federal Express.  Mr. Weise and his support team saw the need to have a group focused on the future as seen by the company’s customers and on creating more strategic thinking throughout the organization.  The result was the formation of the Strategy Core Team.  The Strategy Core Team was made up of a group of hand selected managers from throughout the organization.

     The Team was to serve as a catalyst to stimulate profitable growth by one, synthesizing options that surfaced from the Federal Express network and the marketplace; two, facilitating the development and implementation of strategic initiatives; and three, identifying innovative opportunities. 

     In order to satisfy the requirement to synthesize, the team realized that an integrated perspective for growth had to be applied; options had to be tested against the company’s portfolio/strategy; tools and filters had to be created to both test and ultimately support the process; synergies had to be found; and finally strategic issues had to be first highlighted, then properly and effectively articulated in order for senior management to make well informed decisions.  Within the context of facilitating the development of strategic initiatives, the intent was to deal with the future more so than the now or near-term.

     In order to satisfy the facilitating mission the Strategy Core Team faced the daunting tasks of proactively stimulating new options, strengthening connectivities, and enhancing the strategy networks; facilitating the mergers of overlapping networks; providing skills and coaching to project teams and divisions as well as helping them to frame options; providing implementation support when necessary; linking project teams, committees, and divisions to corporate strategy and the network; and developing, monitoring, and updating various strategic scenarios.  

     The task of identifying innovation opportunities began with the creation of an idea incubator, which reached down to the most junior employees in the company with encouragement, enticement, and incentive to submit their ideas for the betterment of the company now or in the future—emphasis, of course, was again on the future.  This idea moved into the customer base and different parts of the marketplace; always with a keen eye out for any new idea, indications of what the competitors might do in the future, or what the customer of tomorrow may be looking for from the company.

     When I arrived, the Team had begun looking for specific market niches that Federal Express could expand into and developing long-range strategies to exploit them.  In the fall of 1999, “Services Company” was established.  Services Company include the marketing, sales, and information technology divisions.  The intent was to assign the bulk of the Strategy Core Team to Services Company, leaving a few Team members with Federal Express.

     While awaiting the move to Services Company, the Strategy Core Team got caught in the middle of previously ongoing reorganization efforts, and corporate responses to actions by market competitors.  In January 2000, some of the Strategy Core Team members were assigned to various projects and working groups to assist in those responses.  To date, the Team has not been moved to Services Company; and in all actuality, will not be moved because the window of opportunity has passed.  Some of the members have returned to their department/division in which they worked prior to becoming a part of the Team.  The remainder of the Strategy Core Team resides in FedEx Express and focuses primarily on operational issues. 

      The initial intent of the Strategy Core Team is still valid today.  Companies in the fast-paced private industry environment would serve themselves well by establishing a team that is an extension of the strategic thinking/strategic planning part of the organization.  The mission of the Team should be twofold: one, focus on the long-term vision of the company (3 years or more into the future), and be a consolidation/monitor point for all of the various strategic projects ongoing in the company to avoid redundancy, possibly save capital, and optimized the total innovation effort.   

OBSERVATIONS

What is Strategic Planning—Really

     Upon reporting to our assigned companies, we all had a general understanding of what strategic planning was, that is, an in-depth, look into the future involving all organizational sources, using various business tools (marketing research data, future scenarios, etc.) to create a vision and potential direction that an organization should pursue.  In light of the above, a company looking at least 10 years out into the future, anticipating where the economy would be at that time, the needs in the market place at that time, the kind of customers/clients and their expectations at that time, and the type of individual/employee that would be on their roles; appeared to be the right type of issues for the organization’s strategic planning team to focus on.
     When strategic planning arrived on the scene in the mid-1960s, corporate leaders embraced it as “the one best way” to devise and implement strategies that would enhance the competitiveness of each business unit.  True to the scientific management pioneered by Frederick Taylor, this one best way involved separating thinking from doing and creating a new function staffed by specialists: strategic planners.  Planning systems were expected to produce the best strategies as well as step-by-step instructions for carrying out those strategies so that the doers, the managers of businesses, could not get them wrong.  As we now know, planning has not exactly worked out that way. 

     While certainly not dead, strategic planning has long since fallen from its pedestal.  But even now, few people fully understand the reason: strategic planning is not strategic thinking.  In fact, strategic planning spoils strategic thinking, causing managers to confuse real vision with the manipulation of numbers.  This confusion lies at the heart of the issue: the most successful strategies are visions, not plans.    

     Formal planning, by its very analytical nature, has been and always will be dependent on the reservation and rearrangement of established categories—the existing levels of strategy (corporate, business, functional), the established types of products (defined as “strategic business units”), overlaid on the current units of structure (divisions, departments, etc.).  But real strategic change requires not merely rearranging the established categories, but inventing new ones.

      Search all those strategic planning diagrams, all those interconnected boxes that supposedly give you strategies, nowhere will you find a single one that explains the creative act of synthesizing experiences into a novel strategy.  Take the example of the Polaroid camera.  One day in 1943, Edwin Land’s three-year-old daughter asked why she could not immediately see the picture he had just taken of her.  Within an hour, this scientist conceived the camera that would transform his company. (Mintzberg, 1994)  In other words, Land’s vision was the synthesis of the insight evoked by his daughter’s question and his vast technical knowledge.

     Strategy making needs to function beyond the boxes, to encourage the informal learning that produces new perspectives and new combinations.  As the saying goes, life is larger than our categories.  Planning’s failure to transcend the categories explained why it has discouraged serious organizational change.  This failure is why formal planning has promoted strategies that are extrapolated from the past or copied from others.  Strategic planning has not only never amounted to strategic thinking but has, in fact, often impeded it.  Once managers understand this, they can avoid other costly misadventures caused by applying formal technique, without judgment or intuition, to problem solving. 

The Strategic Reality for Much of Corporate America

     In many cases, long-term, visionary type strategic planning (or strategic thinking) is done at the CEO/COO/CIO/CFO levels; leaving the rest of the company to tackle the immediate problems that are knocking at their door.  All of the companies participating in the 1999-2000 Secretary of Defense Corporate Fellowship Program recognize the need for long-term planning and have some effort in place that looks like, feels like, or smells like it.  It may range anywhere from the obligatory 5 to10 page strategic planning brochure that addresses the company’s strategic vision for the next 10-30 years; to a well written two-page document that addresses the subject in very general terms and is posted on the Internet for all to see.  However, this action merely satisfies the need of dotting the I’s and crossing the T’s in the corporate mission, vision, and associated business plans.  Short-term strategy is still the order of the day – as one Federal Express Executive put it, “oftentimes, any effort implemented that results in survival, regardless of the timeframe, is in fact, strategy.”  What was evident to myself as well as the other Fellows in this year’s class is the harsh reality of just hard it is to implement a strategic plan in the corporate world. 

     Within Federal Express there are several strategic planning units working on projects that are considered low hanging fruit with quick turnaround expectations, that is, three to six months.  Many of these projects are the result of reactions to current market challenges or competitors.  This appears to be the norm in most companies in Corporate America.  

     Establishing and actually implementing long-term plans even 3 to 5 years in the future might work in the Corporate America environment if they did not have a “competitor.”  The mere presence of a viable and formidable competitor reduces the strategy window (i.e. 10-20 months) and narrows the scope of the strategic plan significantly.  As a result, short-term operational and tactical projects become the company’s strategy.  Another reality is there are many in the company that do not see the value of long-term strategy and, though they will not sabotage attempts to get the plan in place, they do not assist by offering their talents and total energy toward the effort. 

Developing and Using Scenarios

     Scenario thinking is about freedom.  In Western societies, people are ostensibly free, but they feel constrained by the unpredictability of events.  Every year, every decade, we are surprised by social or technological upheavals that appear suddenly, surprisingly.  How can people, businesses, and institutions plan for the future when they do not know what tomorrow will bring?  In this unpredictable context, freedom is the ability to act with confidence a full knowledge of uncertainty.  

     Scenarios are a tool that helps us take a long view in a world of great uncertainty.  They are stories about the way the world might turn out tomorrow; stories that can help us recognize and adapt to changing aspects of our present environment.  Scenarios form a method of articulating the different pathways that might exist for you tomorrow, and finding your appropriate movements down each of those possible paths.  Scenario planning is about making choices today with an understanding of how they might turn out.

     In this context the precise definition of “scenario” is: a tool for ordering one’s perceptions about alternative future environments in which one’s decision might be played out.  Alternatively, scenarios can be regarded as a set of organized ways to dream effectively about the future. (GBN Scenario Seminars, 1999)  The stories are built around carefully constructed “plots” that make the significant elements stand out boldly.  This approach is more a disciplined way of thinking than a formal methodology.

     Scenarios are not predictions.  It’s simply not possible to predict the future with certainty.  Rather, scenarios are vehicles for helping people learn.  Unlike traditional business forecasting or market research, they present alternative images; they do not merely extrapolate the trends of the present.  Scenarios can often help people foresee decisions—usually difficult decisions—that they would otherwise miss or deny.

     Federal Express engaged in scenario planning as a part of its strategic planning effort.  In March 1999, the work began—personnel from across the entire spectrum of the company brainstorming and discussing the possibilities of the future and how those possibilities would impact on Federal Express.  Initially, there were more than 25 scenarios.  After intense discussion and evaluation of each, they were narrowed down to three: global village, land of the giants, and beleaguered nations.  Each of these scenarios represented a possible condition that would exist in the future.  He value of the scenario planning process was the fact that it prompted leaders in Federal Express to consider what value propositions it would bring to these scenarios to remain viable in the industry and the consumers express distributor of choice.  I found these scenarios extremely interesting and could actually see validity in each of them.  Key attributes of each are listed below:

· Global Village

· Individuals and small businesses have the power.

· The ideals of self-determination, self-reliance, and self-actualization are important.

· The quantity and quality of networks and connections create value.

· Organizations are fluid and integrations are loose.

· This scenario presents the ideal business opportunity to create an intimate bond with the customers; become the backbone of the networks between consumers and producers; and play the role of integrator.

· Land of The Giants

· Power is consolidated with large corporations.
· Economic interests of large corporations shape public policy.
· Industry consolidations lead to higher levels of unemployment thus widening the gap between the haves and the have-nots.
· A virtually border-less world with freer movement of labor, capital, and goods.
· Large companies quickly absorb small companies leaving very few mid-size companies.

· This scenario presents the ideal business opportunity for the management of complex global business processes on behalf of large corporations; new and varied Intranet and extranet applications to support the global enterprises; and the leveraging of intellectual property to a greater extent.

· Beleaguered Nations
· National governments and regional institutions are the chief architects of regional economies.

· Common religious beliefs, ethnicity, language, and citizenship shape community identity.

· Priority is placed upon the preservation of local moral standards, language, and the environment.

· Products and services must be tailored to local tastes and standards.

· Intra-regional trade is encouraged through regional regulatory structures that focus on:

· Income and sales tax collection on electronic commerce

· Consumer protection

· Access to media

· Filtration, censorship, and content ratings

· This scenario presents ideal business opportunity for greater leverage of regulatory protection and existing relationships; products and services that are supported by government subsidies; facilitation of trade among the bloc nations; and leveraging knowledge of local cultures and standards.

     Federal Express played out these scenarios; identifying the myriad of business challenges in each of them.  This tool was instrumental in generating thought among managers and leaders in the company.  It made even the most apathetic, tunneled-vision, non-visionary managers consider what the future could be like and how it might affect them both personally and professionally.    

Transforming the Supply Chain

     In five short years, what began as a research information network for computer scientists has become one of the most revolutionary business phenomena in history.  Industry analysts predict that the volume of business transactions conducted over the Internet will exceed one trillion dollars annually within the next five years—and that more than 90 percent of this volume will be business-to-business transactions. (Henriott, 1999)

     The Internet has opened the door to a new world of opportunities within the supply chain.  It is the foundation required for enterprises to experience automatic, seamless integration with their trading partners.  This integration delivers the power to create and execute supply chain plans without having to guess about the customers’ demands or suppliers’ capabilities.  Imagine collaborating with partners to share product designs, procurement plans, demand forecasts, manufacturing schedules, and information on distribution activities and transportation movements.  The development of joint business plans and the collaborative execution of those plans will tighten the supply chain links, creating an e-Chain that will allow almost real-time response to ever-changing market conditions.

     What’s different about doing business on the Internet?  The ubiquity of the Internet allows any basement business owner to set up shop next door to large, multinational companies and quickly draw valuable market share.  Readily available software applications instantly route demand and supply information between selected partners over the Internet.  Nimble companies of any size can use outsource order management centers and electronic commerce tools to bypass large retailers and to minimize the need for field sales representatives.  Startups can take advantage of the Internet’s global reach to reduce the costs of doing business internationally.

     The equalizers work in the other direction as well.  Large companies now have the advantages previously reserved for small companies.  They can rapidly change production platforms, engineer products to order in ever-shorter cycle times, and coordinate just-in-time distribution with suppliers.  New distribution channels are emerging as companies increasingly are drop-shipping to end-users and reducing retail space costs.

     Key Drivers of the e-Chain Imperative

          In the future, an organization’s success will be driven by its ability to compete effectively as a contributing member of dynamically connected supply chain communities, not as an isolated enterprise.  The ability to interact quickly with customers, suppliers, and other partners is already critical to survival.  Tomorrow, a tightly connected e-Chain will become a necessity. In fact, effective collaboration will be the primary determinant of the winners and losers in the 21st century economy.  Several trends are converging to drive this reality. 

· Intense Global Competition.  A fundamental rethinking of the entire global supply chain is under way.  Businesses worldwide are rationalizing their supply base while simultaneously becoming more flexible.  Nimble companies will continue to reposition themselves in the market by arranging virtual relationships, creating new delivery channels for competitive advantage, and conducting business wherever, whenever, and with whomever they chose.  By 2005, global trade is expected to amount to $11 trillion. Falling trade barriers, the Euro, global financial markets, and the Internet all are creating a landscape that removes most barriers to entry.  There are very few businesses that will be insulated from the inexorable march of globalization. (Henriott, 1999)

· Highly Sophisticated Customers with High Expectations.  In recent years, both consumers and business customers have become increasingly demanding.  As a result, companies like E-Trade, AutoByTel, and Amazon.com are leveraging the Internet to deliver precisely what their customers want—no matter how simple or complex the product.  At the same time, consumers are using the Internet to evaluate available options quickly and easily, even employing intelligent agents to automate the search and selection processes.  As customers grow—their choices increasing exponentially—they also are becoming intolerant of imperfect goods and late deliveries.  Only through Internet-based collaboration that enables the real-time, simultaneous optimization of production, distribution, transportation, and materials constraints will companies be able to deliver the mass customization required by this new breed of customer profitability.

· The Growth of Outsourcing.  With an increased focus on core competencies, many companies are considering outsourcing.  Results of studies released in July 1998 by Forrester Research, indicating that 78 percent of transportation, 54 percent of distribution, and 46 percent of manufacturing activities in Fortune 500 companies were being outsourced at that time.  Forrester predicted the outsourcing trend would accelerate and that the $25 billion third-party logistics industry would double by the year 2000.  (Henriott, 1999)  Forrester was right on the right track—the third-party logistics industry may quite possibly exceed $75 billion by the end of this year.  Internet, however, is transforming this concept into an entirely new business model. All non-strategic business functions will be subject to scrutiny; those not generating immediate financial gain will be targets for outsourcing.

·  The Waning Days of Reengineering.  Creating a zero-defect product; eliminating functional barriers inside the company; delivering true customer-centric service—concepts that once were considered theoretical ideals are now basic requirements in today’s competitive marketplace.  Six-sigma manufacturing will be standard manufacturing sooner than we think.  But in the near future the limits of opportunity for significant improvements using traditional reengineering techniques will be reached.  Internally focused efforts will no longer be enough to guarantee business success.  In today's corporate environment, enterprises do not operate in a vacuum; they are a part of a larger supply chain community.  Little attention, however, has been given to automating and tightening the links within the supply chain community.  Consider the enormous impact; it is estimated that $150 to $250 billion in inventory costs could be removed from the supply chain through collaborative planning, forecasting, and replenishment (CPFR) in the consumer-goods industry. (Henriott, 1999)  Anderson Consulting estimates that collaborative planning in the personal computer (PC) industry could lead to chainwide inventory reductions ranging from 10 to 50 percent.  Transforming supply chains to e-Chains is the key to making these numbers a reality.

· Simplicity in Technology.  Tomorrow’s business environment will require sophisticated knowledge workers armed with near-perfect information.  The technical tools currently deployed, however, fall short of the mark.  The knowledge worker must be able to understand, analyze, and exchange critical information.  And, he or she needs to be unencumbered by the underlying technology.  Conversely, the complexity of the business environment requires a conglomerate of software and hardware components. The sheer volume of global data and voice traffic involved requires continual advances in bandwidth-compression technology, and the numbing pace of technological change leaves experts scrambling to keep pace with integration needs.  Enter the Internet.  By bridging the integration gap, the Internet enables agile businesses to reduce the cycle time and cost of interenterprise supply chain processes significantly.  The Internet’s universal protocols and ability to communicate with most any computer system have the potential to solve many of the problems that have plagued integration efforts in the past.  By making technology virtually transparent to the user, the Internet offers higher levels of efficiency and collaboration than were possible before.

Maintaining Their Identity

     Companies that enjoy enduring success have core values and a core purpose that 

remain fixed while their business strategies and practices endlessly adapt to the changing 

world.  It is mind-boggling how easy it is for companies and their customers to lose sight of what that company is really all about—their core competency, if you will.  It has already been noted that Federal Express, for example, is an express-distribution company, operating in the transportation industry.  As funny as it may seem, there have been moments during the company’s 27-year history when even the Federal Express employees were not sure what they were.  What makes Federal Express truly an express company are their airplanes.  

     Early on in their history, with all the emphasis on speed of delivery, several commercials and speeches made by senior management noted the fact that if Federal Express did not have airplanes, they would be nothing more than another transportation company.  The dominant personnel mix in the company at that time was pilots and personnel who were formerly employed by the airline industry—they saw the young company as another airline who move things, or packages, rather than people.  In addition, the surrounding environment began to look at the company as experts in the airline industry.  This attracted many who were interested in efficiencies relating to airline/aircraft operations, some wanted to create partnerships and alliances to leverage off of the company that now was recognized as (or at the very least—becoming) a leader in various aspects managing and operating a fast-growing airline fleet.  When the idea of using trucks in addition to airplanes to move materials locally over relatively long distances was proposed to management, most of which were engrossed with the airline mentality, there was massive rejection to the idea—the prevailing mindset being that Federal Express was not a “trucking company.”  The intent of the proposal was to make the company more diversified and efficient in what it was—an express-distribution company

     That was yesterday, however, the challenge of companies maintaining the proper focus on what they are, is even greater today.   Through partnering, alliances and joint ventures, and the advent of the Internet; more and more companies are expanding their services to the point where it crosses into other industries.  No longer is it clear what territory belongs to a particular company or industry.  Telephone companies are getting into the banking business, automobile dealers are heavy into the business of financing; department stores have transformed themselves into general stores where customers can make one stop and find every thing they need under one roof—less walking than going to the mall. 

     For example, Federal Express may have the most efficient information networks in the world.  The need to communicate anywhere in the world and get real-time information is absolutely essential to the company’s operation.  Establishing this elaborate, comprehensive transportation and distribution system and creating the integration and the synergy would not have been remotely possible without technology.  Federal Express has invested enormous amounts of capital in the area of technology and continues to do so.  This attention to what might, arguably, be the lifeblood of the company (maybe even more so than its airplanes) has attracted some of the best and brightest in the technology industry.  As one might expect, these individuals are not prone to sit around and wait for something to do; in reality, they are innovative, out-of-the-box thinkers who are always working on new gadgets that will make the company paperless, cordless, and look more like a Star Trek crew on the USS Enterprise.  This advent, like the earlier one involving airplanes, has again caused many in and outside the company to look at Federal Express as a high- tech company.  Again, as in the past, other businesses are lining up to get a peek at what the Federal Express techies are up to.  Some of these businesses have already established partnerships and alliances to take advantage of the company that is, arguably, the front-runner in transportation and distribution information technology.  

     Federal Express must be conscious and watchful that they do not lose sight of what they are—the best express-distribution company in the world.  All of the other pieces—the airplanes, the internet, and the new innovations in technology are only tools, albeit essential tools, to their core purpose—getting the item to the consumer when they want it, where they want it, faster, quicker, and better than anyone else is what Federal Express is all about—something they should not forget.     

Future Trends That Will Work in Favor of Federal Express

     Most major companies are engaged in a myriad of efforts to posture themselves securely for the future.  Federal Express also uses forecasting as a tool or  barometer to gauge what the company should pay attention to today and in the future to maintain its competitive advantage.  The experts have identified twelve trends that are most likely to take place in the future and will result in a bigger profit margin for Federal Express.

· The economy of the developed world will remain exceptional for at least the next five years; widespread affluence, low interest rates, low inflation, and low unemployment will be the norm.

 Implications for Federal Express:  Continuing prosperity encourages the             establishment of new businesses, many of which will require shipping services that Federal Express can provide.  It also encourages consumer spending, which further improves the outlook for shipping services.  A healthy global economy, which includes economic unification, will boost all manner of trade within Europe and should trigger fast growth in the demand for shipping within the Continent.

· The world’s population will double in the 40 years from 1990 to 2030.

Implications for Federal Express:  Increasing population will help to support the growing demand for shipping services in the coming decades.  As the customer base grows ever more diverse, services will have to be tailored to the unique needs of new markets.  As growing populations force some developing countries to abandon restrictive trade practices and compete more effectively in the global marketplace—India has been a prime example in recent years—some countries that now have relatively little need for shipping services are likely to become attractive markets.  Federal Express will closely and carefully monitor the changes in these lands to ensure that they recognize their potential as early as possible.  The elderly form one of the most attractive markets for mail order products and holiday shipping; they will provide a disproportionate stimulus for the growth of shipping services.  Innovations that make it easier for them to ship or track goods—for example, simplified, large-print shipping labels—could offer a competitive edge.

· The global economy is growing more integrated at both the wholesale and the retail levels and even in government spending priorities.

Implications for Federal Express:  Consolidation of standards makes it more practical for manufacturers in one country to shop for parts in another.  In Europe, especially this is quickly changing established business patterns and creating new demand for delivery service.  The growth of commerce on the Internet makes it possible to shop globally for all manner of raw materials and supplies, thus reducing the cost of doing business.  Again, those less standard products will require quick, efficient delivery.  In niche markets, the Internet also makes it possible for small companies to compete with giants worldwide with relatively little investment.  Efficient, low-cost shipping is a key component of their business plans.  In the wake of the “Asian flu,” Western companies may have to accept that proprietary information may have to be shared, not just with their immediate partners in Asian joint ventures, but with other members of the partners’ trading conglomerates.

· Technology dominates the economy and society.

Implications for Federal Express:  New technology should improve energy efficiency in transportation, reducing the cost of deliveries and making it easier to meet future antipollution standards.  Use of high technology also makes it more difficult to find workers with the technical and computer skills required to make it work.  Large operators will find high-tech equipment easier to finance than smaller competitors.  Net-based marketers are one of the fastest growing users of delivery services.

· The growth of the information industries is creating a knowledge-dependent society.

Implications for Federal Express:  Automated equipment already allows more efficient processing at lower cost-per-unit-volume, though often with a high-buy in price.  This efficiency can only grow as the technology continues to improve.  Large operators will find this equipment easier to finance than smaller businesses.  Competition to deliver the most convenient Web-based services, with real-time access to tracking and other records, will be especially intense in the field of package delivery.  As computerized ordering becomes the norm, it will be even more necessary to build and maintain personal relationships with large customers.  A networked society is by definition a consumerist society.  Shoppers increasingly have instant access to information about pricing, services delivery time, and customer satisfaction (from the reports of their peers, “published” on the Internet.) This raises competition to a whole new level of intensity.  Federal Express will be every bit as exposed to this pressure as computer-equipment retailers are now.  Ultimately, fixed prices will be history, with most goods and services sold primarily through on-line auctions to the highest bidders.  Federal express must figure out how best to operate in this environment.

· Time is becoming the world’s most precious commodity.

Implications for Federal Express:  Brand names associated with efficient, reliable service are coming to seem even more desirable, especially in foreign markets—but mostly among Baby Boomers and seniors.  Among young buyers, this is no more than a foot in the door (see trend #7).  As time for shopping continues to evaporate, Internet and mail order marketers will have a growing advantage over traditional stores.  They will form one of the fastest growing markets for shipping services for the next 20 years.

· Generations X and “.Com” will have major effects in the future.

Implications for Federal Express:  Generation X and .com will be your future employees.  This is both the good news and the bad.  They are well equipped to work in an increasingly high-tech world, but have little interest in their employers’ needs.  They also have a powerful urge to do things their way.  As both customers and employees, they will demand even more advanced telecommunications and Net-based transactions.  For these generations, brand loyalty is dead.  As customers, they will go to whatever shipper offers them the best combination of convenience and low cost, and they will not take long to find a better deal when the competition offers it.  The ruthless bottom-line orientation of the new generations could drive even the best companies to new efficiency and profitability if managers learn to harness them.  These generations will also provide the technologically savvy entrepreneurs who will start manufacturing and service firms whose acquisition could improve Federal Express’s capacity for innovation.

· Entry-level and low-wage workers will be scarce.

Implications for Federal Express:  Worker shortages could eventually hinder Federal Express’ operations in some high-demand markets.  Competition with other employees for potential entry-level workers will continue to raise labor costs for much of the first decade in this century.  Higher wages and benefits at the low end of the wage scale will be transmitted up the ladder as well.  The only way to offset a shortage of workers is to invest in still more automation.

· Multinational Corporations are uniting the world, and growing more exposed to its risks.

Implications for Federal Express:  In general, it is becoming more difficult to be confident that decisions about plant location, marketing, and other critical aspects of business will continue to appear wise even five years into the future.  All long-term plans must include an even greater margin of risk management.  The possibility of kidnapping, either as a political statement or for profit, is a growing risk, not only for senior executives in overseas divisions, but for mid-level managers, and even for those visiting briefly from the U.S.

· Institutions are undergoing a bimodal distribution.

Implications for Federal Express:  Consolidation of corporate customers may increase the demand for shipping, reduce it, or simply confuse billing and accounting functions.  Mergers, even among major customers may also complicate Labor relations.  This could be a significant factor in the highly unionized European market.  Few companies, if any, are too large to be potential take-over targets.

· Transportation will be both cheaper and much more efficient.

Implications for Federal Express:  Federal Express’ enormous energy costs should begin to decrease.  During the transitional period Federal Express’ long-term fuel contracts could mean that it pays slightly more for energy than competitors whose commitments may have been more favorably timed.  The longer aircraft purchases can be put off, the more cost-efficient new additions to the fleet will be.  More sufficient truck electronics will make it possible to route and track shipment even more efficiently.  Highway breakdowns and accidents should be less a problem for Federal Express.  Trucks-only lanes will speed shipments through areas where heavy traffic often slows them today.  All this adds up to more efficient delivery at lower cost to Federal Express and the customer.

· The Internet is growing logarithmically and globally.

Implications for Federal Express:  This high-speed communication is allowing companies to focus on their core competencies, spinning off secondary functions and support services – such as delivery to third parties.  In a world increasingly dominated by intimidating technology, it becomes even more necessary to maintain a comforting sense of human contact with your customers.  Federal Express’ People Service Profit (PSP) concept is a classic expression of the “high-tech/high-touch” philosophy.  Empowerment of workers is another critical need. Decisions must be made at the lowest level possible, where customers interact with Federal Express personnel.  Internet-based businesses will provide the fastest-growing segment of the delivery market.  For Federal Express, the greatest reward per unit effort could come in creating new ways to serve small, but often fast growing and always demanding customers.  They will not communicate with Federal Express through its Web site, but by direct access from their corporate Intranets to Federal Express’ own computer system.  The more quickly this can be arranged, and the more transparently it can be used, the more advantage Federal Express will have over its competition.

     The more “headaches” Federal Express can relieve for commercial customers, the more the customers will depend on Federal Express to perform their supply chain management and delivery functions.  Ancillary services, such as providing turnkey assembly and repairs operations at its distribution facilities, should be a key growth area for at least the next ten years (Cetron, 1999). 
The Focus on International Operations

     In general, Federal Express focuses on short or near-term strategies (6 months to 2 years) where forecasting and predictions are more likely to become reality.  The trends in International Operations do facilitate long range forecasting opportunities.  At a distance of five years, the future regarding International Operations can be foreseen with reasonable clarity due, in part to the speed at which changes and innovations are discovered and then implemented.  Beyond that, random events change the world so much that valid projections are no longer possible.  Yet no large organization can ignore the longer term, where even imprecise forecasts have their uses.  Looking forward even decades ahead Federal Express attempts to sketch out the range of possibilities within which the true future will be found.  They also identify some of the crucial issues that will exercise a continuing influence on events to come.  It is in this last role that long-range forecasting can be most beneficial.  Three such cases stand out with regard to Federal Express’s International Operations:
          One, Japan’s economic condition is critical.  A healthy Japan will spur global trade, while a crippled one could drag at the world’s economy for decades.  It now appears that Japan has begun a solid recovery from the recession that dogged it for much of the 1990s.  It is believed that the necessary reforms in banking and business will continue and that the current improvement will begin another long period of prosperity.

          Two, Brazil must set its economic house in order.  If Brazil can achieve slow, steady growth; the Latin market should provide a much-needed boost for world trade.  If not, it could be the final straw for a troubled global economy.  Federal Express believes this task is well in hand.

          Three, Russia’s economy is the third, and in some ways the most important, imponderable.  Russia must find some way to pay its military, to support its pensioners, and to pay the coal miners who keep the nation alive in the cold, harsh winter.  And it must do so without creating money at a level that would trigger uncontrolled inflation.  Thus far Russia reels from one crisis to the next, staying on its feet only with the help of international lenders.  Federal Express believes that this situation will improve slowly—but will nonetheless improve (Cetron, 1999).

     Federal Express is optimistic regarding all of these issues, and has made their international forecast accordingly.  However, the course of the next ten years depends heavily on how successful Japan, Brazil, and Russia solve their problems.  Anyone even with a passing interest in the future must follow these issues closely. 
Reinventing Federal Express – Going Global
      Federal Express is fully aware that, in these times, business success depends on expanding the global reach of an organization.  Moreover, the adoption of the transnational organizational model for a multinational enterprise is widely acknowledged as the preferred means of going global.  Designing effective transnational organizations depends on the effective deployment of advanced information technologies.  Because globalization requires employees and business partners to be geographically and temporally distant from one another, deploying information technologies within a virtual organization is an obvious choice for overcoming spatial and temporal boundaries.

     There is little doubt that the competitive landscape has changed dramatically over the past dozen years.  Throughput most of the 1980s and 1990s, radical reorientation in customer demands, industry regulations, and technological innovations produced a challenging new environment in which world businesses now compete.  Organizations have extended their activities around the world, as indicated in the tremendous growth of multinational organizations.  According to a recent survey conducted by the American Management Association, survival in the global business arena has become a major concern of three out of every four senior executive.  Managing interdependencies between nations is inherently more complex than managing activities within a single nation, and many global organizations have been crushed under the weight of unmet coordination needs.  Therefore, it is critically important to design organizations that can compete effectively in the global business environment.  

     While the mandate for global enterprises is widely acknowledged, the preferred organizational form is unclear.  In order to structure their global enterprises, executives need to understand forms such as virtual organizations, networked organizations, learning organizations, temporary organizations, T-form organizations, and many other exotic alternatives.  Typically, advanced information technologies play a central role in such structures because technology permits new organizational designs to overcome the spatial and temporal dispersion that accompanies increased global reach.  Confronted with choices among a wide array of structural alternatives and their enabling technologies, executives need guidance based on criteria that they understand and trust.

     Though Federal Express is mostly known for its success in the domestic U.S. market, the company’s reinvention effort has brought to light the real probability of effectively competing in the international market.  With a worldwide network in place which may quite possibly be the best and most responsive and highly integrated in the world, Federal Express already has the infrastructure to compete globally; and, as was noted earlier, the company sees global expansion as key to its success in the future.  The company is currently exploring four strategies for use in establishing itself as a viable competitor in the world market:      
          The global strategy is used when an enterprise locates its headquarters in one country while its operations are performed in one or more other countries.  Many domestic organizations have adopted this approach in order to broaden their markets by exporting their products.  Under this approach, an organization operates in a centralized manner.  Efficiently, obtained through economies of scale, is the key criterion of effectiveness sought by the global company.  

          In a multinational strategy, national or regional operations are relatively autonomous and decentralized in order to increase sensitivity to differences among the individual countries in which it operates.  The key competitive issue is responsiveness to local markets.

          Under the international strategy, enterprises compete on a worldwide basis against other international companies.  The international approach calls for a more horizontal structure and establishes strategic linkages between countries in which a firm operates.  Because the key to success in this approach lies in the enterprise’s ability to transfer knowledge to overseas units, learning constitutes its key issue.

          The transnational enterprise strategy poses the greatest challenge for organizations seeking to increase their global competitiveness.  The primary difficulty is to design an organization form that is capable of being efficient and responsive, and that enables the transfer of knowledge across locations.  According to Bartlett and Ghoshal, organizations will be most competitive if they simultaneously meet the challenges of global efficiency, local responsiveness, and learning (Bourdeau, Loch, Robey, Straud, 1998).  

People-Service-Profit (PSP) Philosophy

     What is the P-S-P philosophy?  It is a management concept wherein the company takes care of its people who will, in turn, provide good service that will ultimately produce a profit.   The P-S-P philosophy is practiced throughout the Federal Express Corporation.  An overall P-S-P goal is set for the corporation; subsequently each organization focuses in on its piece of the goal to ensure attainment at the end of the fiscal year.  The result should be a win-win-win.  The employees are happy because they are being taken care of by their company, which results in high morale, continuous recruiting, and high retention.  The customers are happy and extremely satisfied due to the personal, tender-loving service they are getting from the company which results in loyal clients and the most effective advertisement there is—a satisfied customer telling someone else about the company’s product.  The company and the Board of Directors are happy because all of the above adds up to a profit.  The P-S-P philosophy will be strong and effective as long as the Federal Express employees believe in it.  As you will see later in this report, Federal Express is giving this area a lot of attention in their efforts to stay on top of their human resources retention issues.

Leadership Development       

     Federal Express has created the Leadership Institute, a vital part of the corporation.  The leadership institute’s role includes both a leadership as well as a management education concept.  The Institute is set on a course to respond to the emerging trends that are drastically altering the workplace (i.e. aging workplace, future work force, more women and minorities, and computer technology).  The Institute is the primary continuing education vehicle in Federal Express management, fulfilling its twofold purpose of continuing education for the managerial workforce and assisting preceptors in optimizing leadership capacities.  

     It is the corporation’s intent for the Leadership Institute to blossom into Federal Express University.  The University will serve as a centralized training facility of extreme quality—quality that will permeate the facility, the courses, and the staff.  It will serve as a model institution, meshing corporate and academic culture and knowledge.  The teamwork that will exist in this organization will stifle individuality or conflict, but will take advantage of human diversity and will work with each individual to sharpen the skills and tools necessary to achieve the vision of the University.

     The philosophy of the education process for the Leadership Institute basically conforms to the definition of philosophy itself.  Participants examine life and the personal principles and beliefs which can aid the development of the individual and thereby the organization.  This is accomplished through the belief that those who do the job best should teach others.  Thus, the Leadership Institute seeks out management preceptors: senior managers and managing directors who are recognized as outstanding leaders.

     Upon joining the Leadership Institute for a tenure of 24-30 months, management preceptors develop and facilitate courses offered to members of Federal Express management.  This approach not only allows managers to learn from those who have excelled, but provides the preceptors with the chance to become immersed in the principles of leadership and management.  At the end of their Leadership Institute assignment, preceptors move back into the mainstream of management with fresh perspectives and a solid foundation for expanding their management responsibilities.  The complement of men and women moving through the Institute as management preceptors is the most critical factor in the Institute’s success.  It is through their faith, pride and commitment that the Leadership Institute fulfills its mission.

     The Leadership Institute is based on experiential learning with a direct application on the job to management principles and practices in leading people.  It reflects the cultures, norms, and philosophies unique to Federal Express.  To capture this unique culture, the Leadership Institute offers a variety of courses based on three basic areas of curriculum: Core Management Principles, Outdoor-Based Learning, and Electives.  In addition to these courses, the Leadership Institute produces instructional Leadership Series broadcasts on Federal Express Television (FXTV).

     The Leadership Institute is not only an educational institution, but also a catalyst for organizational change and a developer of the management team.  It is committed to providing a forum for people to speak out, search deep and reach high, in order to become outstanding leaders for Federal Express.

     It is the management difference the causes Federal Express to excel; it is the Leadership Institute that keeps the flame--the spirit—alive.

Human Resources—Recruiting

      Federal Express continues to be recognized as an outstanding employer.  Though they have been and remain the employer of choice in much of the mid-south, the company is facing strong competition for quality employees—Federal Express, like other companies, is heavily engaged in “the war for talent”.  

     Recent changes at Federal Express and in the employment marketplace have combined to inundate the recruiting organization with complex issues.  Many employers have improved their compensation packages for entry level workers, eroding Federal Express’ leadership position.  The company’s needs for hourly employees have grown in volume and complexity.  Turnover has increased significantly.  These factors result in the need to hire more people.  At the same time, there are fewer long-term employees to provide referrals, one of the best sources of new employees.  

     Existing recruiting processes and systems are passive; designed to select and process the best applicants from a large pool of people.  Tight resources, paper intensive processes and entrenched practices have limited the recruiting organization’s ability to free itself from transaction processing and aggressively recruit.  Additionally, the systems that support recruiting do not take advantage of recent innovations and/or best practices (Talisman Technologies, 1997).  In an effort to resolve the issues noted in the 1997 Talisman analysis, Federal Express has exerted exhaustive efforts in attempts to follow through on recommendations proposed in the 1997 analysis; many of which have been implemented or are still in development today with modifications due to the rapid changes in information technology.  

     The short-term recommendations included:

· Providing a national tool free recruiting number that quickly subdivided applicants into exempt and hourly/part-time, then provides basic pre-screening. 

· Building a strong recruiting presence on the Web that allows Internet applications and makes electronic resume submission available.

· Outsource reference checks.

· Providing a centralized resume database to all managers hiring exempt employees.  

     The long-term recommendations included: 

· The implementation of a full-fledged recruiting marketing program.

· Creating separate, but iterative, processes and teams for recruiting, hiring, orientation/training, and retention.

· Developing separate hiring processes for exempt and non-exempt employees. 

· Outsourcing all or parts of applicant pre-screening, scheduling of application sessions and interviews, testing, application processing, reference checks, the resume database, and exit interviews.

· Automate routine processes and communications, and eliminate paper wherever possible (Talisman Technologies, 1997).

Human Resources -- Retention 

     Equally as challenging as maintaining a competitive, world class recruiting program, is the daunting task of retaining good employees.  Again, Federal Express was not normally worried about this type of issue because of its dominant hold on the workplace and the worker—that is, until recently.  Attempting to stay on top of all of the people issues that are ongoing as well as those that are anticipated as one looks to the future are is mind boggling.  In an effort to retain the best and brightest workers (both white and blue collar) in the company, Federal Express has decided to look first at itself first and weed out the areas within its organization where improvement is needed.  To this end, the company conducted an organization commitment study in December 1999 to take a closer look at its internal operation as it pertained to its people.  In particular, the company focused on how their employees felt about Federal Express’ organizational commitment to them.

     The results were both surprising and extremely beneficial.  Organizational commitment was near an all-time low; this, however, was not unexpected as the numbers were down in many of the major U.S. corporations.  Even though commitment declined, the workforce was still committed to Federal Express.  Overall, employees felt good about working for the company—they are invested in Federal Express, that is, they are willing to put forth extra effort and do care about the future of the company; they attracted to the company’s “brand name;” and they wanted to see the company succeed.  However, there was a noticeable decline in the tenured employees, both full and part-time, who were not as positive as they once were with regard to the company’s commitment to them.  This finding provoked further investigation.  It was discovered that the employees that had a few years with the company felt that the P-S-P philosophy was adequate and served the purpose when it was initially established.  However, changes in the internal and external work environment over the past few years now demanded a change in the now outdated Federal Express P-S-P philosophy.

     Given that commitment scores in the study were near an all-time low, Federal Express management set out to develop an action plan to increase commitment which included the following:

· Better articulate the real meaning and purpose of the P-S-P philosophy during the 2000 fiscal year and visibly practice it.

· By fiscal year 2001, redefine P-S-P in the current Federal Express environment and implement initiatives to make P-S-P visible to Federal Express employees (Organizational Commitment Study, 1999).

     Federal Express is working with various consultants to crack the tough nuts in their human resources basket.  Issues such as building employees trust through a quality manager-employee relationship; better pay, and continuous efforts to improve the workplace are all especially important in this time of robust economic well being where many company’s are flourishing—and also hiring.  The toughest nuts to date, however, appear to be that of recruiting and retention—the war for talent.  Based on my observation of the company’s commitment, concern, and aggressiveness toward these two areas, Federal Express will continue to be an employer of choice in the future.

Information Technology

     Federal Express has assembled a superb cast of IT professionals that are constantly zooming in on the future.  The company's IT mission reads as follows: “to provide superior and innovative IT capabilities that exceed external and internal customers' expectations.  Through superior IT leadership, IT provides increasing quality in all forms including lower costs, improved service, greater customer satisfaction, new business opportunities, and increased market share.  In keeping with the P-S-P philosophy, IT provides a world-class working environment that enables us to retain the industry’s leading talent.” (FedEx ITD Executive Management, 2000)

     The new IT organizational model, just recently developed, encompasses four main business areas which focus on the following functions:

· Information Technology Business Solutions and Planning – a technical business unit responsible for the management of the customer relationship with development and IT services.

· Information Technology Engineering – responsible for designing the technical infrastructure, resources, and defining and communicating the life cycle of technologies.

· Information Technology Services – responsible for deploying, operating, supporting, and servicing IT products. 

· Information Technology Operations – responsible for deploying and operating all computer network infrastructure.  The technology proving ground will provide speed to market and economic value for the enterprise through technical innovation.

     The new model will result in higher productivity.  Realizing that the older more traditional systems were good for their time, ITD executive management realize that the organization must reinvent itself (a process they feel is iterative and often) if Federal Express is to remain a ranked player in the 21st century.  The managers believe that by constantly inventing systems that increase quality, service and speed to market will be automatically affected which will, in turn, ensure Federal Express’ market leadership.

     Connecting Federal Express’ fast-moving physical network of planes, people, packages, and customers is an even faster-moving network of information technology that literally supports every move Federal Express makes.  Much of that technology functions behind the scenes, enabling Federal Express to gather and process a vast amount of real-time to effect faster, more accurate, more efficient delivery operations.  However, there is another side to Federal Express technology that is much more visible.  Every day, more than a million Federal Express customers process their shipments using Federal Express electronic shipping solutions—and they use those same tools to connect directly with Federal Express for critical shipping information with which to manage their business.  Both uses of technology—internal and external—result in superior service for customers, and are among the company’s greatest competitive strengths.

     In today’s networked world, companies are looking for ways to be more innovative and responsive.  They need to have greater control over orders, know how those orders are progressing at every stage, and be able to process it all faster than their competitors.  For many customers, the answer to improved speed-to-market cycle time is deeper technology integration with Federal Express.  Many companies are using Federal Express-developed technology to receive orders, manage inventory, fulfill orders, track those goods in transit and manage returns in one integrated information loop.  In addition, providers of enterprise resource planning software are building a connection to Federal Express right into their applications.  This means, for example, that customers who use an application to add efficiency to their manufacturing, sales or distribution process can access Federal Express shipping and tracking directly—without having to rekey fulfillment information into a different system.  Embedding a direct connection to Federal Express saves time, reduces error and makes shipping information available immediately.  Customers have a complete solution—including delivery—from one source.  

     Soon, companies will be able to increase productivity by having centralized access to Federal Express services from their own corporate Intranet, without heading to www.fedex.com.  Customers will be able to provide similar convenience and control to their end users by linking the customer’s Web-based order entry and order processing directly to the Federal Express tracking and shipping systems.  This way, shipment updates will be available directly from that customer’s Web site.  Federal Express also has solutions to help businesses reach new customers on the Internet, thereby taking advantage of the growing market in electronic commerce.  One solution enables realities to display a product catalog online.  Each order generates a Federal Express tracking number and triggers Federal Express delivery directly to the customer.  As a result, the company reduces its costs for customer service, warehouses, a printed catalog or a storefront.       Advantages like these—along with shipment information, speed and responsiveness—are the reasons more and more businesses are structuring themselves around Federal Express’ information-intensive technology and physical delivery network.      

Global Logistics and Other Logistics Services

     Federal Express’ transportation network—with the entire myriad of distribution and information systems is, arguably, the best in the distribution industry and possibly, due to the integration and synchronization of the systems, the best in the world.  The result of this elaborate system is maximum flexibility and customer satisfaction.  

     Federal Express is not satisfied with just being a good distribution company, in fact, they have begun to look at other areas where the company may be able to operate that are connected to their core competencies and have short/long-term profit potential.  One such area is that of Global Logistics and related services.  As you read in the overview, this particular area of the company specializes in transportation management, integrated logistics, and consulting services.    Two particular logistics areas of interest, which are still in development, are supply chain services and orchestrated distribution management.

     Supply Chain Services & Orchestrated Distribution Management

          Federal Express will offer a service that will allow participants to outsource all or part of their supply chain.  This outsource offering tightly integrates Federal Express global planning and execution information capabilities with a full complement of physical services.  The goal of the outsource services is to allow Federal Express’ customers or clients to concentrate their core competency while they—Federal Express—guarantee global synchronization distribution of products and orders at the most optimal price/service ratio.      

          Orchestrated distribution management involves the interface of supply chain planning and execution as well as the integration of the Federal Express Corporation operating companies’ capabilities.  This process allows Federal Express logistics distribution experts to work with clients in the early planning stages of a requirement and determine the best means and methods of distribution.  The idea here is to leave the distribution worries to Federal Express.  The customer, working with Federal Express, will articulate a clear idea of what they want, where they want it, how they want it, in what quantities, by when, how often, and for what period of time.  After this planning phase is completed and agreed upon by all interested parties, Federal Express will then take full advantage of its corporate distribution infrastructure along with its highly sophisticated and integrated information network to give the customer what they want.  The service will include a mechanism to augment global coverage, when needed; delivery of a single window for supply chain visibility (i.e. inbound, outbound, merging  packages, parts, or items; and exception management, that is, in the event something goes wrong--an explanation of what happened, why, and the remedy to preclude a recurrence in the future; all this before the customer asked any questions); and finally a rapidly deployable integrated logistics operations capability.  

     It is uncertain just how much of the above might be useful with the military services, however, it is blatantly obvious that the concept is quite akin to what we do (or at least are striving to do) in the logistics sector of the DoD.  Keeping a close eye on results of the Federal Express experiments in this area is prudent.  To ignore it would be negligible.

Private Industry and DoD Resource Allocation 

     Especially impressive in Federal Express, as well as the other five companies participating in this year’s program, was their ability to adjust and respond to the market, as the environment changed, thus maintaining their competitive advantage.

     The competitor in Corporate America is easily recognizable by the key players -- the board of directors, shareholders, and the employees of the company.   The players above are all aware that they are engaged in a real-life game of survival—a game that the company must win or at least remain competitive enough to stay in the fight. As a result, there is a real sense of urgency to be the first to market with a new concept or idea.  One way Corporate America facilitates this is to build flexibility into the overall resource and allocation process which allows them to financially support a necessary adjustment in the company’s strategic plan in order to keep up with or forge ahead of their competitors.

     The flexibility noted above is best represented by a phrase common in the Federal Express environment, that is, “don’t let best get in the way of better.”  The company’s intent here is to bypass the bureaucracy normally associated with new initiatives.  The traditional method of tedious study, exhaustive research, and multiple testing of a viable initiative that has been well thought out is viewed as a waste of time resulting in lost opportunities.  The financial executive steering committees are likely to approve new proposals for profit-generating initiatives that are supported by a sound business plan and have a high percentage (80-90%) chance of success.  In the  Marine Corps we call this the 80% solution.  The 80% solution makes a lot of sense; especially today.  The remaining 20% of the solution is often never realized because the events and changes that take place in the business environment after the 80% solution is implemented often render the remainder of the solution obsolete or overcome by events (OBE).   
     Conversely, DoD is faced with not having a recognizable competitor—at least not from the viewpoint of many who control allocation of resources within the government.  This is a problem.  Due to the end of the cold war and dismantling of the Soviet Union, the world has changed significantly.    Being the world’s lone superpower is no easy task.  Much like the corporate environment, the DoD environment is volatile.  Every country in need expects, after calling on the USA when they’re in trouble, to get some type of aid, be it political, economic, or military.  This puts the military, the nation’s execution arm, in high demand.  We must be prepared to respond in a moment’s notice with all the tools and resources we need to get the job done.  Continuing to be the world’s Big Brother,  coupled with the future possibilities of asymmetrical warfare, and the reality of advance information technology which has already opened the door for current and future adversaries to enhanced their warfighting capabilities, makes the creation of a flexible, quick-reacting resource allocation process that complements the new world we live in and the type of missions the Services will face in the future.

CONCLUSIONS 

     Federal Express is in the process of transforming itself into a diversified company that  offers much more to its customers than ever before.  The acquisition of Caliber Systems  allows Federal Express the opportunity to offer its customers more reliable  transportation, distribution, logistics and other related services.  In addition, Federal Express is able to perform a wider range of express distribution services and options second to none in the express transportation industry.  This transformation, however, is taking its toll on the corporation.  On the fast-paced stage on which companies in Corporate America play, and in light of continuous, rapid changes due to innovations in technology, a company’s ability to reinvent itself—in part or across the board--must become routine and seamless. It is this pressure generated by the constant reality of preparing for and reacting to change that makes strategic thinking and strategic planning essential to any company who plans to survive in the 21st century.  The term used by business management strategist is that of “becoming a learning organization,” that is, the flexibility of an organization to recognize and adjust to changes in its environment rapidly in order to maintain the competitive advantage. Federal Express is currently going through the pains of this dilemma.

     Federal Express’ operational concept of operating independently and competing collectively is an ideal move that will make the company more versatile and accommodating to its customers.  The companies within Federal Express Corporation comprise the most complete express-distribution operation ever created; the only other organization that comes close is the Transportation Command (TRANSCOM).  Federal Express, however, may be more efficient and effective due to its highly integrated transportation, distribution, logistics, and information network.  The corporation’s operational concept, in some ways, is similar to the goal of DoD, which is to “become more joint.”  Perhaps in the future there will be lessons learned from Federal Express’ effort that will be applicable to DoD.

     A key focus for Federal Express is to latch onto and get its piece of the technological advancement pie.  Thus, efforts in the electronic commerce and dot COM arena have been energized.  They are continually developing new systems, processes, and establishing new infrastructure to meet the different shipping patterns--the ultimate goal being to keep their customers satisfied and Federal Express the consumers’ distributor of choice. 

     DoD strategic planning is, by its very nature, long-term.  The sense of urgency that private industry senior leaders demonstrate on a daily basis, is in direct response to their competitors which are continuously on the prowl.  Though the U.S. does not have a recognizable competitor that presents a direct threat to the our nation, the reality of what we are to the rest of the world (i.e. Big Brother to those in need), and the volatile, ever-changing environment that we play in every day; demands that a resource allocation process be put in place that caters to this environment and enhances our ability to respond quickly and accomplish the missions which have increased significantly in number since the end of the cold war.  In this light, DoD must convince Congress and others that control the Planning, Programming, and Budgeting System (PPBS) to inject some flexibility into the resource and allocation process so that we, like companies in private industry, can effectively respond to the unexpected as they occur in our environment.   

       DoD, like Federal Express, is also in a period of transition.  Shrinking DoD budgets, which has forced a smaller workforce due to downsizing; a blooming commercial economy with extraordinary returns on high-tech commercial investments, and record low unemployment have combined to lure businesses away from DoD and negatively affect recruiting in the military services.  These are only a few of the factors that present DoD with some of the toughest challenges it has faced in years--it must remain a dominant military power in spite of a shrinking budget; it must become more efficient and effective with a smaller workforce; it must continue to attract and recruit highly skilled personnel for key skilled positions in spite of the apparent lack of interest and attention given to a career in the Defense Industry by high-skilled high school and college graduates.    

     Although the Defense and Private Industries play by a different set of rules, it would be prudent for the DoD to investigate, with more vigor, the business concepts and practices ongoing in private industry.  The realities of an outdated planning, programming, and budgeting system; a robust economy; the dwindling interest in military services by the younger generation; and the speed and impact of change across the entire world due to technological advances; demands that the DoD (which is not looked at by private industry as a profitable partner due to its bureaucracy and litany of rules and regulations) make itself more attractive as a business partner in order to entice partnerships, alliances, and joint ventures with private industry; particularly in the areas of logistics, communications, human resources, and information technology.  This step would allow DoD the most economical opportunity to leverage the state-of-the-art advances, innovations and high-skill levels that are common place in private industry.  As I see it, this is how the Defense Industry must prepare for the future.  

IMPLICATIONS FOR DoD

     There are areas within DOD, where we may be able to consolidate and become more efficient and effective.  In accomplishing the “fully joint” goal, DoD could receive the fastest return on investment by focusing on the area that is arguably most common among all Services – logistics.  This all-out effort should focus on fully integrating ALL logistics throughout DoD, reinventing where necessary with commercial practices as models.  Distribution should be emphasized over transportation and web-based technology explored to achieve the required integrated information network.  U.S. logistics companies, such as Federal Express, are the best in the world and DoD should model after and seek to partner with them to achieve its logistics goals.

     I believe the same influences that are prompting Federal Express to transform itself (i.e. changes in the business environment, technology, and the actions of their competitors) are and will continue to prompt the Department of Defense, in particular, the military services, to transform or reinvent itself.  As I stated earlier, the world (DoD’s environment) is volatile and continually changing; due in large part to the absence of the Soviet Union, advancements in technology, improvements in the management of information, the expansion of major corporations into the international markets, and a flourishing global economy.  I believe the main catalyst is advance technology and the ability of other countries to obtain technology with relative ease.  Technological advances in the human resources management, transportation/distribution, logistics, communication, and information industries have opened the windows of opportunity for the entire world.  Smaller countries (just like smaller businesses) are now able to compete (in some areas) with the so-called “giants.”  Though the U.S. may be ahead in the technology war now, it is a safe bet to predict that, in the years ahead, many of our adversaries and potential adversaries will edge closer—some may catch us, some may very well manage to surpass us in certain areas.  Much of the technology provided to these countries will come directly from private industry.  DoD must remain watchful and at the ready to take advantage of emerging technology that will result in solutions to current and anticipated future problems.    

    For instance, speed, reliability, efficiency, service, connectivity, and global reach are at the head of the list of concerns at Federal Express as they look to the future.  I submit that these areas, particularly with regard to logistics, are also at the top of DoD’s list of concerns.  Both DoD and Federal Express have initiated studies, or processes to look into these areas.  Since the areas are similar, there is a possibility that solutions developed by one entity may be helpful to another.  The logical and prudent thing to do is to work together.   

     I am not advocating that DoD totally mirror corporations in private industry.  What I am strongly advocating is the necessity to look extensively into how we manage our day to day activities in peace as well as war—considering future indicators--and wisely carve out those areas where managing them with a business mentality makes sense.  In other words, we must be smart enough and willing to employ prudent business practices where applicable and maintain our warfighting mentality throughout—the future demands it.  
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