
 

Online shopping surge could lead to holiday
delivery delays

November 12 2020, by Anne D'innocenzio

  
 

  

A Target employee prepares to hand a customer a curbside pickup purchase in
Jackson, Miss., Thursday, Nov. 5, 2020. Retailers and carriers are preparing for
a holiday shipping surge that could mean delays in holiday gifts. Stores are
pushing their customers to buy early to smooth out the peaks in the weeks
leading up to Christmas. And they're further expanding services like curbside
pickup to minimize online shipping. (AP Photo/Rogelio V. Solis)
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Retailers and carriers are preparing for an online holiday shopping surge
that could tax shipping networks and lead to delivery delays.

FedEx and UPS are ramping up their holiday hiring while expanding
their weekend operations and asking retailers to use their shipping
network when there is more slack. And stores are pushing shoppers to
buy early and are expanding services like curbside pickup to minimize
the need for delivery.

For the last few years, many retailers had been using their own physical
stores, in addition to their distribution centers, to fulfill online orders.
But now they are designating some of those stores to handle even higher
volumes. Best Buy, for example, converted space in 250 of its 1,000
stores this fall to manage online orders.

The moves come as most of the carriers have been at full shipping
capacity for months as shoppers shifted their buying online during the
pandemic.

"We are warmed up for what we're calling the ship-a-thon," said Brie
Carere, chief marketing and communications officer at FedEx. "Like
everything else in 2020, this is going to be an unprecedented peak
season. We've actually seen three years of growth in e-commerce pulled
forward. So we are expecting a ton of volume."
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A sign in the window of a FedEx office reads, "Now Hiring," Monday, Oct. 26,
2020 in New York. Carriers like FedEx and UPS are ramping up their holiday
hiring while asking store clients to move their shipping volume on lighter days in
their network. (AP Photo/Mark Lennihan)

Carole B. Tome, CEO of UPS, told analysts last month she expects "a
pretty peaky peak."

Amazon, which has been growing its own delivery network so it doesn't
have to rely as much on UPS and the U.S. Postal Service, is nonetheless
warning shoppers not to wait until the last minute to buy gifts. While the
world's largest online retailer delivers more than half of its packages
itself, it still relies on other carriers to get orders to shoppers.
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"It's going to be tight for everyone and we will all be stretched," said
Brian Olsavsky, Amazon's chief financial officer. "And it's advantageous
to the customer, and probably the companies, for people to order early
this year."

Satish Jindel, the president of ShipMatrix, which analyzes shipping
package data, predicts 7 million packages a day could face delays from
Thanksgiving to Christmas. That's because he's expecting a total
shipping capacity for the industry to be 79.1 million parcels a day during
the 34-day period, with 86.3 million packages looking for space. Last
year, total capacity was 65.3 million packages with demand at 67.9
million packages a day.

  
 

  

An Amazon Prime logo appears on the side of a delivery van as it departs an
Amazon Warehouse location, Thursday, Oct. 1, 2020, in Dedham, Mass.
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Retailers and carriers are preparing for a holiday shipping surge that could mean
delays in holiday gifts. Amazon has been growing its own delivery network to
depend less on UPS and the post office, leasing planes, ordering vans and
opening warehouses closer to shoppers to deliver faster. (AP Photo/Steven
Senne)

Right now, Jindel is predicting delivery delays of one or two days for
parcels.

U.S. online holiday sales are expected to shatter previous records. Adobe
Analytics, which measures sales at 80 of the top 100 U.S. online
retailers, predicts a total of $189 billion in online holiday sales, a 33%
increase compared to last year. That's equal to two years worth of
holiday e-commerce sales growth shoved into one season.

But even with the online surge, overall holiday sales are expected to see
only modest gains compared to recent years. Consulting firm Deloitte
expects total sales, including online, to rise between 1% and 1.5% during
the November through January period. That's compared with a 4.1%
increase last year for the November and December period, according to
an analysis by the National Retail Federation. The trade group says it
won't be coming out with a forecast until this month given so much
uncertainty.

Retailers can't afford to upset shoppers with delayed deliveries or gifts
that come after Christmas so they're stepping up their game.
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In this May 9, 2017, file photo, a UPS employee takes packages from a conveyor
belt for loading onto a truck at a UPS facility in New York. Carriers like FedEx
and UPS are ramping up their holiday hiring while asking store clients to move
their shipping volume on lighter days in their network. Stores are also pushing
their customers to buy early to smooth out the peaks in the weeks leading up to
Christmas. (AP Photo/Mark Lennihan, File)

Kohl's says it has tens of thousands of items on its website available for
curbside pickup. The retailer doubled the number of drive-up parking
spaces at its store locations to support increased demand. Likewise,
Target has also doubled the number of parking spaces for its drive up
services, to 8,000.

Meanwhile, carriers have added holiday surcharges to certain packages,
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a blow to retailers already struggling with higher costs during COVID.
Jindel says the U.S. Postal Service might be a good alternative for
retailers now that it has gotten through the deluge of mail-in ballots
during the elections. He estimates that the Postal Service's temporary
surcharges mostly range from 25 cents to 40 cents per package is
considerably lower than $1 to $5 per package at major carriers.

"Our network is designed to handle temporary and seasonal increases in
volume and we have the ability to deliver those additional holiday
packages in a timely manner," said Kimberly Frum, a spokeswoman at
the U.S. Postal Service.

For the holidays, FedEx is hiring 70,000 workers, while UPS is in the
throes of hiring more than 100,000 temporary employees.
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A DHL delivery truck passes a DHL location Tuesday, Oct. 20, 2020, in New
York. Retailers and carriers are preparing for a holiday shipping surge that could
mean delays in holiday gifts. Carriers are ramping up their holiday hiring while
asking store clients to move their shipping volume on lighter days in their
network. (AP Photo/Frank Franklin II)

Lee Spratt is the Americas CEO for DHL eCommerce Solutions, a
division that specializes in processing small packages for mid- to large-
size shippers. He predicts online shopping to be up to 50% higher this
holiday season compared to the year-ago period. The division has
already been grappling with a 40% surge in online orders since the
pandemic began.

It's hiring 900 more permanent workers to its current labor force of
3,000. It also will hire 1,400 temporary workers, about the same as last
year because the company is investing in more permanent workers
instead.

In September and October, it also upgraded and some cases added new
sorting machines in six key cities including Baltimore and Atlanta, in
order to process more parcels.

© 2020 The Associated Press. All rights reserved. This material may not
be published, broadcast, rewritten or redistributed without permission.
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