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When officials with Actavis Group determined that the company could save money by focusing on its core business of making generic pharmaceuticals and outsourcing inventory management and product distribution, it called on United Parcel Service Inc.
UPS's Supply Chain Solutions subsidiary offers a variety of third-party logistics functions, including warehousing, order fulfillment and shipping. 

Reykjavic, Iceland-based Actavis will close an 80-person warehouse in Columbia, Md., by April and outsource the work to Supply Chain Solutions. 

Actavis currently has a 240-employee manufacturing operation in Woodlawn, Md. That manufacturing work is expected to be relocated to Lincolnton, N.C., about 40 miles northwest of Charlotte, by late 2008. 

Divya Patel, president of Actavis Totawa & Little Falls (N.J.), one of four Actavis U.S. manufacturing facilities, said company officials explored using many third-party logistics providers before settling on Supply Chain Solutions. 

"UPS has shown the experience and ability to do this work much more effectively and efficiently than we can," Patel said. 

He explained that as Actavis manufactures its nasal sprays, prescription cough and cold medicine and a generic version of Rogaine hair-generation drug, the products will be shipped to Supply Chain Solutions' high-tech/health care distribution facility at 1920 Outer Loop. 

Orders for drugs will be transmitted directly to the warehouse, where they will be received by Supply Chain Solutions employees who pick the inventory off shelves, package it and ship it to customers across the United States. 

"The way UPS approaches (distribution), it's almost like we will have our own facility inside of their facility," Patel said. 

High-tech, health care distribution finding way to Louisville 

Worldwide, Supply Chain Solutions serves all types of businesses, but in Louisville, the company has begun to focus on providing services to high-tech, health care, medical-device and pharmaceutical businesses, said Jeff Pepperworth, Louisville-based vice president of operations for Supply Chain Solutions' Central U.S. region. 

"We're seeing customers come to us because they don't necessarily want to get into the logistics side of the business," Pepperworth said. "Logistics takes a lot of infrastructure, and that's where we can step in, with infrastructure globally, and maximize cost savings through a multi-client environment." 

The Actavis work will be done in a facility that opened earlier this year on the Outer Loop, 2.5 miles south of UPS's Worldport air hub at Louisville International Airport. 

The building is the second of two health care distribution facilities that opened at the former site of the Louisville Motor Speedway. 

"We felt comfortable with (Supply Chain Solutions) because they already are doing work for other pharmaceutical companies," Patel said. "We checked a lot of references, and everyone we talked to was quite pleased." 

Unit's presence expanding in Louisville 

Supply Chain Solutions has more than 35 million square feet of space in more than 150 countries, including more than 4 million square feet in or near Louisville, which has benefited directly from Supply Chain Solutions' growth. 

Supply Chain Solutions has built eight warehouses on the Outer Loop so it can take advantage of the late pickup and early delivery times that it enjoys because it is a five-minute drive from Worldport. 

"It is our largest campus, and from the capabilities we have to offer there, it's probably the most exclusive," Pepperworth said of the group of warehouses on the Outer Loop. 

Supply Chain Solutions also has warehouses at Jefferson Riverport International, Elizabethtown and Prospect, and the UPS unit plans to establish another at ProLogis Park 65 in Bullitt County. 

Supply Chain Solutions has 2,000 employees in Louisville, and that number is expected to grow as the company is awarded more business. 

In September, the Louisville Regional Airport Authority announced that Supply Chain Solutions signed an option to buy a 75-acre site off of Minors Lane near the Outer Loop, from the authority. 

Supply Chain Solutions has no immediate plans for the site, but company officials wanted an option to develop it if business growth prompts a need for more space. 

"We hope to have the same growth that core UPS has had through its 100-year legacy," Pepperworth said. "As Worldport expands, we should continue to expand." 

A client's right hand 

When Supply Chain Solutions is hired by a client, the company becomes an extension of the client. 

Among Supply Chain Solutions' clients are Garden Ridge, General Motors Corp., DaimlerChrysler Corp. and Cisco Systems Inc. 

Some Supply Chain Solutions customers won't talk about the work they hire the UPS unit to do because they want to maintain the appearance that the outsourced work is done in-house. 

Consumers might not realize, for example, that when they send their laptop off for repair, it might be going to UPS rather than to the computer's manufacturer. 

Many popular computer makers have their repair work done by technicians in one of the Supply Chain Solutions buildings on the Outer Loop. It then is boxed up and sent back via UPS to the consumer. 

Other companies use Supply Chain Solutions' warehousing and order-fulfillment capabilities, rather than keeping a warehouse full of merchandise themselves. 

In those cases, when a customer places an order, the order is sent directly to the Supply Chain Solutions warehouse, where the merchandise is pulled off the shelf, boxed and shipped. An order often can be en route to the customer within hours of when it was placed. 

"That was very important for us," Patel said. "Our customer can place an order up until noon and have it shipped the same day." 

Moving the goods 

Another of Supply Chain Solutions' specialties is the design and management of transportation networks. 

The company can arrange air-cargo shipments via UPS Airlines, which has nearly 270 planes criss-crossing the world. 

Supply Chain Solutions can put cargo on the ground in the United States, Canada, Mexico and Guam using national and regional trucking companies. 

It also has begun moving ground freight via its in-house carrier, UPS Freight, which grew out of UPS's acquisition of the former Overnite Corp. last year. UPS bought the Richmond, Va.-based truckload and less-than-truckload carrier for $1.3 billion and rebranded it as UPS Freight in February. 

UPS Freight has a hub at 9828 Bluegrass Parkway. The local operation is one of more than 200 across North America. 

Nationwide, UPS Freight has 8,400 drivers, 6,700 tractors and 22,100 trailers. The unit covers all of the United States and Canada, major Mexican cities, Puerto Rico, Guam and the U.S. Virgin Islands. 

If it is necessary, or more cost effective, for the customer to ship goods via rail or ocean, Supply Chain Solutions can arrange that, too. 

The unit has developed relationships with various Class I railroads and ocean line operators. 

Brokerage has Louisville roots 

Another service offered through Supply Chain Solutions is customs brokerage. 

The UPS Customs Brokerage division began in Louisville in 1985 as a support mechanism for UPS express package import and export services. 

The division now has 3,500 employees worldwide, including 600 in Louisville, located on four floors in the Watterson Towers office complex, off the Watterson Expressway near Newburg Road. 

UPS Customs Brokerage serves as a liaison between customers and U.S. and foreign customs officials and governmental agencies, such as the U.S. Food and Drug Administration, said Norman Schenk, vice president of compliance and training for UPS Brokerage. 

Schenk was one of 13 employees at UPS Brokerage when it was opened by UPS. 

"When we started, our mission was to clear international small packages through customs," Schenk said. 

When businesses found out about the rapport UPS Brokerage was building with U.S. customs officials and the speed with which individual packages were being cleared, they sought UPS Brokerage's services for their bulk international shipments, Schenk said. 

Today, U.S. Customs and Border Protection and the FDA have employees on-site at Worldport to inspect packages as they arrive on airplanes. 

And customs officials, using technology developed by UPS Brokerage, often know what kind of international shipments will arrive at Worldport, who's shipping them and their intended destination before the shipments even depart a foreign point of origin. 

The process, which has been well-honed over 21 years, has helped to facilitate the explosive growth of the Worldport facility. 

Worldport "is the only facility in the country where customs allows companies to unload (packages) anywhere in the hub facility," Schenk said. "What we're doing here is actually being used as a model for clearing customs goods at air hubs around the country." 

UPS Brokerage also arranges for payment of duties and taxes on packages and heavy freight shipped by air, ocean or road. 

"You could compare us to an H&R Block," Schenk said, "where a customer saves receipts and deductions in a shoebox all year and then comes to us and says, 'Figure it out for me.' " 



Banking with brown 

One area of business that people might not associate with UPS is business lending, which is a service the company offers in conjunction with its Supply Chain Solutions unit. 

Supply Chain Solutions, through sister subsidiary UPS Capital, has offered its clients financial services and insurance products to help their businesses grow. 

Atlanta-based UPS Capital offers commercial mortgages, commercial term loans, equipment lease and purchase loans, inventory loans, revolving lines of credit, credit insurance, cargo insurance and business credit cards. 

The UPS unit, which has 350 employees, operates 46 offices across the country. In the Louisville area, it has one loan officer, who is based in Prospect. It also has offices in Canada, Hong Kong, Norway, Taiwan and the United Kingdom. 

UPS Capital recently announced that its UPS Capital Business Credit lending arm was one of the nation's top 15 lenders under the government-guaranteed, U.S. Small Business Administration 7(a) loan program. 

For the SBA's fiscal year, ended Sept. 30, UPS Capital Business Credit arranged 304 SBA 7(a) loans valued at $190.7 million. 



UPS Supply Chain Solutions 

Headquarters: Atlanta 

Facilities: The United Parcel Service Inc. subsidiary has more than 1,000 facilities, with a total of more than 35 million square feet in more than 150 countries. Facilities in the Louisville area are located on Outer Loop, in Prospect, Jefferson Riverport International and Elizabethtown. The unit also plans to operate a facility in the ProLogis Park 65 development in Bullitt County. 

Employees: 34,000, including 2,000 in Louisville 

Services offered: Inventory and order management and packaging, critical parts storage, technical diagnostics and repair, subassembly, fulfillment, supply-chain network design, freight forwarding, customs brokerage, returns management, auditing and freight payment 

Clients served: Hitachi Global Storage Technologies Inc., IBM Storage Technology Division, the U.S. Department of Defense, Garden Ridge, Nicklaus Golf Equipment Co., General Motors Corp., DaimlerChrysler Corp., Intermec Technologies Corp., Cisco Systems Inc., Sony Ericsson Mobile Communications AB, Honeywell Customer Products Group, Nikon Inc., Adidas-Solomon AG, Harley-Davidson Motor Co. and Illuminations, a subsidiary of Yankee Candle Co. Inc. 

UPS Freight 

Headquarters: Richmond, Va. 

Facilities: More than 200 terminals in North America 

Local terminal: 9828 Bluegrass Parkway 

Areas served: All of the United States and Canada, all major Mexican cities, Puerto Rico, Guam, U.S. Virgin Islands 

Employees: 16,900 nationwide (Louisville figure not available) 

Company equipment: 6,700 tractors, 22,100 trailers 

Services offered: Truckload and less-than-truckload freight hauling, multimodal shipping 

