
 
  

Industry Analysis: Courier and Express
Services 

Idea In Short

Carriers that win in courier and express services are the ones that control the last mile and
the data around it, not the ones that fly the most airplanes. The industry moves roughly a
trillion dollars of goods a year, growing faster than global gross domestic product on the
back of e-commerce, yet margin has migrated away from linehaul and toward last-mile
density, brokered technology layers and value-added services like customs and returns.
Incumbents such as FedEx, UPS and DHL Express are cutting fixed cost through network
integration while pushing volume toward asset-light contractor fleets. The decision facing
operators and investors is straightforward: consolidate density in defensible geographies
and verticals, or become a commoditized linehaul subcontractor to platforms that now own
the customer relationship.

Courier and express services form the physical circulatory system of modern commerce,
moving documents, parcels and freight between businesses, consumers and government
agencies on tight, measurable time windows. The industry sits downstream of
manufacturing, retail and digital commerce and its fortunes track theirs closely, expanding
when online shopping accelerates and contracting when industrial output slows. What
makes this industry distinctive for strategists is the tension between scale, which rewards
enormous fixed investment in aircraft, hubs and sorting technology and density, which
rewards a completely different kind of local, granular optimization at the level of a single
delivery route. Understanding where an operator sits on that spectrum explains most of the
variation in margin across the sector.

Industry at a glance

Courier and express services cover the collection, sortation, transportation and delivery of
documents, parcels and time-sensitive freight, typically defined by service levels ranging
from same-day and overnight express through standard ground and deferred parcel
delivery. The scope includes integrated carriers that own aircraft, trucks and sortation

Think Insights  ·  thinkinsights.net -1-



infrastructure end to end, regional and last-mile specialists that operate within a metro or
national footprint and freight forwarders and customs brokers that manage cross-border
movement without necessarily owning transport assets. It excludes pure freight trucking of
bulk commodities without parcel-level tracking, ocean and rail freight forwarding as a
standalone activity and warehousing-only third-party logistics providers that do not handle
final delivery, though many large players blend several of these activities under one roof.

Demand comes from three distinct customer types that behave differently. Business-to-
business (B2B) shipments include time-critical documents, spare parts and inter-company
transfers, historically the core of express delivery and still a high-margin segment because
customers pay a premium for guaranteed delivery windows. Business-to-consumer (B2C)
shipments, overwhelmingly driven by e-commerce, have become the largest volume
category and the primary growth engine, though average revenue per parcel is lower and
shippers negotiate aggressively on price given their volume. Business-to-government (B2G)
shipments, covering postal contracts, defense logistics and public sector procurement, are
smaller in volume but often carry long-term, stable contracts that smooth revenue cycles.

The global courier, express and parcel market was valued at roughly 473 billion dollars in
2025 by one widely cited estimate, with the broader market including postal and freight
forwarding activity and industry researchers project continued growth into the high single
digits to low double digits annually through the early 2030s, driven overwhelmingly by e-
commerce parcel volume rather than traditional document and B2B express, which has been
shrinking as digital communication displaces paper.1 The last-mile delivery segment
specifically, the final and most operationally complex leg of a shipment's journey, was
estimated at roughly 184 billion dollars in 2025, growing near 8 to 9 percent annually as
retailers push delivery windows shorter and expectations higher.2

Capital intensity in this industry is high for integrated carriers, which must fund aircraft
fleets, ground vehicles, automated sortation hubs and technology systems and moderate to
low for last-mile specialists and brokers that lease capacity or route volume through
independent contractor networks. Labor intensity runs high across the board, since drivers,
sorters and couriers still represent the largest cost line even at the most automated carriers
and regulatory intensity is significant, spanning transportation safety rules, customs and
trade compliance, labor classification law and, increasingly, environmental regulation on
vehicle emissions. Revenue models are predominantly transactional, priced per shipment
based on weight, distance, speed and dimensional characteristics, though large enterprise
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shippers increasingly negotiate contract-based pricing with committed volume tiers and a
smaller but growing share of revenue comes from subscription-like models such as
membership shipping programs and dedicated capacity agreements.

Industry segmentation

The industry breaks into six segments that combine value chain position, customer type and
geographic scope and most large operators participate in several simultaneously rather than
specializing in one.

Domestic express delivery covers same-day and next-day parcel and document movement
within a single country, typically commanding the highest per-unit pricing because
customers pay directly for speed and certainty. International express and cross-border
delivery handles time-sensitive shipments across national boundaries, requiring customs
brokerage capability and bonded warehousing and it carries meaningfully higher complexity
and margin than domestic movement because fewer competitors can execute it reliably.
Deferred or standard ground parcel delivery, the segment that has grown fastest alongside
e-commerce, trades speed for cost efficiency and operates on thinner per-parcel margins
offset by enormous volume. Freight forwarding and less-than-truckload (LTL) or full-
truckload (FTL) freight brokerage sit adjacent to parcel delivery, moving larger shipments
that do not fit standard parcel dimensions, often through non-asset-owning intermediaries
that arrange capacity rather than operate it directly.

Last-mile delivery and urban logistics has emerged as its own distinct segment, covering the
final leg from a local distribution point to the end customer, increasingly executed by
specialized regional carriers, gig-economy delivery platforms and retailer-owned fleets
rather than the traditional integrated carriers. E-commerce fulfillment logistics,
encompassing warehousing, pick-and-pack and returns processing bundled with delivery,
has become a sixth segment as retailers seek single providers who can manage inventory
through final delivery, a bundling strategy that raises switching costs for shippers who
integrate deeply into one carrier's fulfillment technology stack.

Market structure

Porter's five forces frame this industry as one where buyer concentration among large
shippers exerts significant downward pressure on price, supplier leverage from labor and
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fuel is substantial but partially manageable through surcharges, rivalry among integrated
carriers is intense on price and speed even as they differentiate on network reliability, new
entry is largely blocked at the integrated network level but open at the last-mile and regional
level and substitution pressure comes less from other transport modes than from structural
shifts such as digital documents and local retail pickup that eliminate the need to ship at all.

Threat of New EntrantsCapital-intensive air and groundnetworks deter broad entryRegional last-mile upstarts enterniches with asset-light models

Bargaining Powerof SuppliersAircraft, fuel and labor unionshold leverage over cost baseIndependent contractor driversgain leverage in tight labor markets

Rivalry AmongExisting CompetitorsIntegrators compete on speed,density and price simultaneouslyPostal operators add pressureon low-margin parcel volume

Bargaining Powerof BuyersLarge e-commerce shippersnegotiate steep volume discountsRetail giants build in-house fleetsto bypass carriers altogether

Threat of SubstitutesDigital goods and local pickupreduce some shipment needsCrowdsourced and drone deliverythreaten low end of last mile

 Porter's Five Forces analysis of the courier and express services industry  

Bargaining power of buyers

Buyer power varies enormously by customer segment and that variation drives much of the
pricing strategy inside every major carrier. Large e-commerce retailers and marketplaces
ship such enormous volumes that they can negotiate steep discounts off published rates
and several of the biggest, including Amazon, have used that leverage to build in-house
delivery capacity rather than remain dependent on third-party carriers at all. Mid-market and
small business shippers carry far less individual leverage, though freight brokers, shipping
software platforms and consolidators increasingly aggregate their volume to negotiate
collectively, transferring some bargaining power away from carriers even for smaller
accounts. Individual consumers, by contrast, exercise almost no direct pricing power over
carriers since delivery cost is typically embedded in the price a retailer pays, though
consumer expectations around delivery speed and free shipping shape what retailers
demand from carriers in turn. This layered structure means carriers face concentrated,
aggressive negotiation from their largest accounts while retaining more pricing discipline
with the long tail of smaller shippers and the industry's peak season surcharges exist
precisely because carriers use scarcity to claw back some of the leverage buyers hold the
rest of the year.

Buyer type Typical leverage Effect on carrier pricing

Large e-commerce
marketplaces

Very high, often builds in-
house alternatives

Deep volume discounts, thin
margin per parcel

Enterprise B2B shippers High, multi-carrier bidding Contract pricing tied to
service level guarantees

Freight and shipping
aggregators

Moderate, pools smaller
shippers

Compresses rates for mid-
market accounts

Small business and individual
shippers

Low, price takers Published rate cards with
limited discount
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Bargaining power of buyers 

Bargaining power of suppliers

Suppliers to this industry split into three categories with very different leverage profiles and
the balance among them has shifted meaningfully over the past decade. Aircraft
manufacturers and fuel suppliers hold structural leverage over the small number of
integrated carriers that operate cargo fleets, since aircraft are a concentrated market and
fuel price volatility passes through the cost base regardless of carrier negotiating skill,
though most carriers offset this with fuel surcharge mechanisms that shift risk back toward
shippers. Labor, whether unionized employees at UPS or independent contractor drivers
used extensively by FedEx Ground and Amazon's delivery network, has gained leverage
during tight labor markets, evidenced by high-profile labor negotiations and driver shortages
that have pushed wages and benefits higher across the industry. Technology and software
suppliers, including warehouse automation vendors and routing software providers, hold
growing but still moderate leverage, since carriers increasingly build proprietary systems in-
house specifically to avoid dependency on external technology vendors for a capability they
view as core to competitive advantage. The independent contractor model deserves
particular attention here because it inverts the usual supplier relationship:

contractors are technically suppliers of driving labor and vehicles, yet at scale they
behave more like a captive workforce and disputes over their classification as
employees versus independent contractors sit at the center of labor litigation and
legislative activity across multiple jurisdictions

Supplier category Leverage driver Strategic response by carriers

Aircraft and vehicle
manufacturers

Concentrated supply, long
lead times

Long-term fleet contracts,
mixed leased and owned
assets

Fuel providers Global commodity price
volatility

Fuel surcharges passed
through to shippers

Employed and unionized
labor

Collective bargaining, driver
shortages

Wage increases, automation
of sortation tasks

Independent contractor
drivers

Rising during peak season
and tight labor markets

Franchise-style route
ownership models, incentive
pay
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Bargaining power of suppliers 

Rivalry among existing competitors

Rivalry in courier and express services is intense but structured differently at the top of the
market than at the regional and last-mile tier. Among the integrated global carriers,
competition centers on network reliability, delivery speed guarantees and price, with FedEx,
UPS and DHL Express effectively forming an oligopoly on international express and large-
scale domestic ground delivery, each investing heavily in automation and network redesign
to defend share without triggering price wars that would erode industry-wide margin.
National postal operators add a distinct competitive layer, often subsidized or protected in
their home markets, competing aggressively on price for standard parcel delivery even
where service reliability lags the private integrated carriers. At the regional and last-mile tier,
rivalry looks more fragmented and more volatile, with numerous local delivery companies,
gig-economy platforms and retailer-owned fleets competing for contracts from e-commerce
shippers who increasingly split volume across multiple carriers to avoid dependency on any
single one. This multi-carrier shipping strategy, now standard practice among large retailers,
has intensified rivalry by making it easier for shippers to shift volume between competitors
based on price and performance in near real time, which compresses margin for carriers
that cannot differentiate beyond raw price and speed.

Competitive dimension How it plays out Strategic implication

Global integrated carriers Oligopolistic competition on
network reliability and price

High capital intensity limits
new large-scale rivals

National postal operators Price-led competition, home
market advantages

Structural cost disadvantage
against private carriers

Regional and last-mile
carriers

Fragmented, contract-based
competition

Lower barriers, higher churn
among shippers

Multi-carrier shipper
strategies

Retailers split volume across
several carriers

Compresses margin,
increases price transparency

Rivalry among existing competitors 

Threat of new entrants

Entry into the integrated, global end of courier and express services is effectively closed to
new competitors because of the sheer scale of capital required to build aircraft fleets,
sortation hubs and a dense ground network capable of covering an entire country or
continent reliably. The three dominant global integrators built their networks over decades
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and replicating that footprint from scratch would require billions of dollars in upfront
investment with years before reaching the volume needed to justify the fixed cost, a barrier
that has held firm even as well-funded technology companies have looked at the sector.
Entry at the last-mile and regional tier looks entirely different, since a new entrant can lease
vehicles, hire contractor drivers and rent warehouse space to serve a single metro area
without owning any long-haul infrastructure, which is precisely how numerous regional
delivery companies and gig-platform-based couriers have entered the market over the past
decade. Retailers themselves represent a distinct and consequential form of new entry,
since a company like Amazon can build delivery capacity as a vertically integrated extension
of its retail business rather than as a standalone courier venture, absorbing costs that a pure-
play new entrant could never justify on delivery economics alone. This bifurcation means
incumbents face little threat to their core long-haul and international networks but
continuous threat at the last-mile edge, where switching costs for shippers are lower and
technology has reduced the operational complexity of running a delivery fleet.

Entry pathway Capital requirement Realistic threat level

Global integrated network
build

Very high, years to scale Minimal, essentially closed

Regional or metro last-mile
operator

Low to moderate Meaningful, ongoing entry

Retailer-owned delivery fleet High but justified by retail
economics

Significant, growing

Technology platform
aggregating contractor
drivers

Low Meaningful, particularly in
urban markets

Threat of new entrants 

Threat of substitutes

Direct substitutes for physical parcel delivery are limited, since a physical good ordered
online still requires physical transport, but several structural substitution pressures matter
more than they might first appear. Digital delivery of documents, media and increasingly
even some retail categories, such as digital gift cards and software, eliminates the need for
physical shipment entirely for a growing share of transactions that once relied on express
document delivery, a dynamic that has already shrunk the traditional B2B express document
business considerably. In-store and locker-based pickup, where consumers order online but
collect from a retail location or automated locker rather than receiving home delivery,
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substitutes for the last mile specifically, shifting cost and control away from the courier and
back toward the retailer. Crowdsourced and peer-to-peer delivery platforms, along with
early-stage drone and autonomous ground vehicle delivery trials, threaten to substitute
traditional courier labor for lower-cost alternatives at the local level, particularly for
lightweight, short-distance deliveries in dense urban areas where the economics of
automation are most favorable. None of these substitutes threatens to displace courier and
express services as a whole, but each chips away at specific, often the most profitable,
segments of volume, forcing carriers to defend margin in areas like B2B document delivery
and premium last-mile service where substitution risk concentrates.

Substitute category Segment most affected Degree of threat

Digital documents and media B2B express document
delivery

High, structural and ongoing

Retail and locker pickup Consumer last-mile home
delivery

Moderate, growing with
retailer investment

Crowdsourced delivery
platforms

Local, short-distance parcel
delivery

Moderate, concentrated in
dense urban markets

Drone and autonomous
ground delivery

Lightweight, short-distance
parcels

Low today, rising over the
next decade

Threat of substitutes 

Value chain and profit pools

The courier and express value chain runs through six stages, each with a distinct cost
structure and competitive dynamic. Upstream inputs include aircraft, ground vehicles, fuel,
real estate for hubs and sortation centers and labor, all sourced through long-term contracts
that require carriers to forecast volume years in advance. Collection and induction, the point
where a shipment enters the network from a shipper's dock or a retail drop-off point, has
become increasingly automated through self-service kiosks and application programming
interface (API) integrations that let large shippers generate labels and schedule pickups
without human intervention. Sortation and hub processing, where parcels are scanned,
sorted by destination and consolidated for onward transport, represents the most capital-
intensive and increasingly automated stage, with robotics and computer vision reducing the
labor cost per parcel sorted even as volume climbs.

Linehaul transport, moving consolidated shipments between hubs via air or long-haul truck,
has become progressively commoditized as capacity has grown and as price transparency,
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driven by digital freight brokerage platforms, has compressed the premium carriers can
charge for simply moving freight from point A to point B. Last-mile delivery, the final
movement from a local depot to the end customer's door, is operationally the most complex
and cost-intensive stage per parcel, since it requires navigating unpredictable traffic,
address accuracy issues and the logistics of a single driver serving dozens or hundreds of
discrete stops in a single shift. Customer interface and value-added services, including
tracking, customs brokerage, insurance, returns management and delivery scheduling, has
become the primary battleground for differentiation, since these services let carriers charge
for certainty and convenience rather than for the commodity act of transport itself. Enabling
infrastructure, spanning the software systems that route shipments, price dynamically and
provide visibility to shippers and end customers, increasingly determines which carriers can
execute the other five stages efficiently at scale.

Profit pool

Profit in this industry has migrated decisively away from linehaul transport, where capacity
growth and digital freight brokerage have compressed rates toward marginal cost and
toward two areas: last-mile execution in dense markets and value-added services layered
on top of basic transport. A parcel delivered in a dense urban route, where a driver
completes dozens of stops within a tight geographic radius, generates far higher margin per
hour of labor than the same parcel delivered to a sparse suburban or rural address, which
explains why carriers increasingly price rural delivery at a premium or route it through third
parties rather than absorb the cost themselves. Customs brokerage and cross-border
compliance capability commands outsized margin because relatively few carriers can
execute it reliably and shippers moving goods internationally will pay a substantial premium
to avoid the risk of customs delays or compliance failures. FedEx's own operating results
illustrate the trend concretely: its Express segment posted its highest operating margin in
four years at roughly 7.7 percent even as overall revenue growth stayed modest, driven by
cost discipline and network integration rather than volume expansion, while its restructuring
program has delivered over two billion dollars in permanent cost savings by merging
previously separate Express and Ground networks into one integrated system.3 This shift
toward margin captured through cost discipline and network density, rather than through
premium pricing on speed alone, defines where profit pools sit today compared with a
decade ago, when express air delivery alone commanded the industry's best margins.

Industry economics and business models
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Three business models dominate the industry and coexist within most large players
simultaneously. The asset-heavy integrated network model, exemplified by FedEx, UPS and
DHL Express, owns aircraft, sortation hubs and a substantial share of ground vehicles,
generating high fixed costs that require enormous volume to amortize but delivering
superior control over service quality and network reliability once scale is achieved. The
asset-light brokerage and last-mile aggregator model, used by regional delivery companies
and by carriers that contract out substantial portions of last-mile capacity to independent
drivers, trades control for flexibility, allowing rapid capacity scaling during peak periods
without the fixed cost burden of owned vehicles and employed drivers, though it introduces
variability in service consistency that large shippers must manage around. The bundled
fulfillment and logistics-as-a-service model, increasingly offered by carriers and dedicated
third-party logistics providers, wraps warehousing, inventory management and returns
processing together with delivery, generating stickier, higher-margin relationships with
shippers who integrate deeply into a single provider's technology and operational systems
rather than treating delivery as a commodity purchased separately from fulfillment. Pricing
across all three models remains predominantly transactional and volume-based, though
enterprise contracts increasingly include service level guarantees, minimum volume
commitments and dynamic pricing tied to real-time capacity utilization, a structure that
resembles yield management in the airline industry more than traditional flat-rate shipping.

Cost drivers and scalability

Fixed costs dominate the asset-heavy end of the industry, spanning aircraft, hub
infrastructure, sortation automation and, in unionized networks, substantial baseline labor
commitments, while variable costs, principally fuel, contractor driver pay and peak-season
temporary labor, fluctuate with volume and provide the flexibility that pure fixed-cost
networks lack. Economies of scale operate powerfully at the hub and sortation level, where
the marginal cost of processing an additional parcel through an already-built automated
sortation facility falls sharply as volume rises, which is why carriers pursue aggressive
volume growth even at thin per-parcel margins, betting that scale will eventually compress
unit cost below competitors who cannot match the throughput. Economies of density
operate distinctly from economies of scale and matter more at the last mile, where the
relevant unit economic driver is stops per route rather than total volume; a driver who
completes 150 stops within a five-mile radius generates far better unit economics than one
completing 50 stops spread across fifty miles, regardless of how large the carrier's overall
network is. This density economics explains much of the strategic logic behind carriers'
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pursuit of e-commerce volume specifically, since dense residential delivery routes, built by
aggregating volume from many small e-commerce shippers into a single neighborhood,
generate a flywheel where added volume improves route density, which lowers cost per
stop, which allows more competitive pricing, which attracts further volume from shippers
seeking the lowest cost per parcel.

Moats, advantages and strategic levers

Defensibility in this industry rests on four distinct sources of advantage that rarely all belong
to the same competitor simultaneously. Cost advantage through density and network scale
protects the largest integrated carriers and the best-positioned regional last-mile operators,
since a competitor cannot easily replicate years of accumulated route optimization and hub
placement without matching volume, which new entrants structurally lack. Switching costs,
increasingly built through deep technology integration between a carrier's shipping
application programming interfaces and a shipper's own e-commerce or enterprise
resource planning systems, lock in large enterprise accounts far more effectively than
pricing alone, since migrating to a new carrier requires re-integrating systems and retraining
operational processes across a shipper's own organization. Regulatory moats matter
disproportionately in customs brokerage and international express, where certification
requirements, bonded facility licenses and accumulated compliance expertise create
barriers that few competitors can clear quickly, even when capital is available. Data and
learning advantages, built from years of delivery pattern data across millions of addresses,
increasingly let the largest carriers predict optimal delivery windows, anticipate demand
surges and route dynamically in ways that smaller or newer competitors, lacking comparable
historical data, cannot easily match, a form of advantage that compounds over time rather
than eroding.

Strategic levers

Operators in this industry, whether incumbents defending share or entrants seeking a
foothold, tend to pull from a consistent set of five levers, though the right combination
depends heavily on starting position. Customer segment focus, choosing deliberately
between serving large e-commerce marketplaces at thin margin and high volume versus
serving small and mid-market shippers at better margin and lower volume, shapes almost
every other strategic decision a carrier makes, from pricing structure to technology
investment. Vertical integration versus partnering on last-mile capacity represents the
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industry's most consequential ongoing debate, with some carriers, like UPS, favoring largely
employed driver networks for consistency and control, while others, like FedEx Ground and
Amazon's delivery network, lean heavily on independent contractor and franchise-style
models to flex capacity and shift some risk off the balance sheet. Geographic expansion
works best when targeted at underserved density corridors rather than pursued as blanket
national or global coverage, since a carrier that adds density to an existing metro generates
better returns than one spreading thin coverage across new, low-volume territory.
Ecosystem orchestration, building or acquiring the fulfillment, warehousing and returns
capabilities that surround core delivery, lets carriers capture more of the value chain and
raise switching costs for shippers who prefer a single integrated provider over managing
multiple vendors. Pricing discipline through dynamic, capacity-based pricing, similar to
airline yield management, has become a lever increasingly available to carriers with
sufficiently sophisticated data systems, letting them extract premium pricing during peak
demand periods while remaining competitive during slack capacity windows.

Structural risks, regulation and trends

Several structural risks shape long-term strategy in this industry beyond ordinary cyclical
demand fluctuation. Labor classification regulation represents the most consequential near-
term risk, as jurisdictions around the world scrutinize whether independent contractor
drivers should be reclassified as employees, a shift that would materially raise fixed labor
costs for carriers that have built substantial capacity around the contractor model. Trade
policy volatility, including changes to customs duty thresholds and de minimis exemptions
that determine when imported parcels face tariffs, directly affects cross-border e-
commerce volume and the economics of international express delivery and recent
tightening of such thresholds in several major markets has already reduced low-value cross-
border parcel flows that once represented meaningful growth for international carriers.
Technology disruption from autonomous delivery vehicles, drones and further warehouse
automation threatens to reshape the labor-intensive cost structure of last-mile delivery over
the coming decade, though widespread deployment remains constrained by regulatory
approval processes and the persistent complexity of navigating varied, unpredictable urban
and suburban delivery environments.4 Fuel price volatility and broader macroeconomic
cycles remain persistent risks, since parcel and freight volume both respond quickly to
industrial slowdowns and consumer spending contraction, even as fuel surcharge
mechanisms provide partial protection against commodity price swings specifically.
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Secular demand trends favor continued volume growth, with e-commerce penetration still
rising in many international markets even as it matures in the United States and parts of
Europe and same-day and instant delivery expectations pushing carriers to build
increasingly localized micro-fulfillment and dark store networks closer to end consumers.5
On the supply side, labor markets for drivers remain tight in several major economies,
pushing wages higher and accelerating investment in automation as a partial offset, while
environmental regulation on vehicle emissions is pushing carriers toward electric delivery
fleets faster than pure cost economics alone would justify.6

For entrants evaluating this industry, the strategic playbook depends heavily on ambition
and capital availability. A niche entry strategy, focused on a specific metro, vertical such as
cold-chain pharmaceutical delivery, or service level such as same-day, offers a realistic
path that avoids competing head-on with the integrated global carriers on their core turf. A
partner-first approach, renting capacity from an existing carrier's network or plugging into a
marketplace's delivery infrastructure rather than building proprietary assets, minimizes
upfront capital risk while an entrant proves demand and refines operations. Where
regulation is a meaningful barrier, particularly in customs brokerage and international
express, an acquisition of an existing licensed operator is typically faster and more reliable
than attempting to build compliance capability and regulatory relationships from a standing
start.

Incumbent strategy divides similarly into three postures. Defending the core means
protecting density and enterprise relationships in existing profitable geographies through
continued technology and automation investment rather than assuming scale alone provides
permanent protection. Expanding selectively means pursuing volume growth in underserved
geographic corridors and adjacent services, such as fulfillment and reverse logistics, where
incumbents can leverage existing infrastructure rather than building network reach from
zero. Deepening moats means investing specifically in the data and technology integration
that raises switching costs for large enterprise shippers, since raw network scale, while still
valuable, no longer guarantees the pricing power it once did as digital freight brokerage and
multi-carrier shipping tools have made switching between carriers operationally easier than
it was a decade ago.

Caselet: DHL Express and the economics of international
network density
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DHL Express, the international express delivery division of Deutsche Post DHL Group, offers
a clean illustration of how network density and customs expertise combine to defend margin
in a segment where most competitors cannot easily replicate the capability. Deutsche Post,
originally Germany's national postal operator, acquired DHL's international express business
in stages during the early 2000s, building what has become the world's most extensive
dedicated international air express network, spanning hundreds of destinations and
anchored by dedicated hub facilities in Leipzig, Hong Kong and Cincinnati that allow parcels
to move between continents on guaranteed overnight or next-day schedules.

The division's operating model centers on owning the full international express value chain
rather than outsourcing linehaul air transport to third-party cargo carriers, a decision that
requires substantial capital investment in a dedicated aircraft fleet but gives DHL Express
control over schedule reliability that shippers paying premium rates for guaranteed delivery
windows specifically value. This control matters most in the segment's highest-margin
activity:

customs brokerage and cross-border compliance, where DHL Express has built
deep, accumulated expertise navigating the varied and frequently changing import
regulations of the markets it serves, a capability that competitors attempting to enter
international express from a domestic base typically lack and cannot quickly
replicate

DHL Express has also demonstrated the industry's broader last-mile labor dynamics in
miniature. Within its United States operations, the company splits its delivery workforce
across distinct business units, with DHL Express handling international premium shipments
through a more traditional employed courier model, while its domestic eCommerce Solutions
unit relies more heavily on contracted delivery capacity to manage the lower-margin, higher-
volume domestic parcel business, a bifurcation that mirrors the broader industry pattern of
reserving direct employment for premium, relationship-intensive service and leaning on
flexible contractor capacity for commodity volume.

The division has also had to navigate the structural risk of shifting trade policy directly, since
changes to customs duty thresholds and de minimis exemptions in major markets have
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altered the volume and profitability of the low-value cross-border parcels that once
represented a meaningful growth category for international express carriers. Rather than
treating this as a pure headwind, DHL Express has leaned further into its customs brokerage
capability, positioning compliance expertise as a service that shippers pay a premium for
specifically because regulatory complexity has increased rather than decreased, an
example of a carrier converting a structural risk into a differentiated revenue line instead of
merely absorbing the cost.

The broader lesson from DHL Express's positioning is that scale alone, measured simply as
network breadth or fleet size, does not automatically translate into pricing power in
international express delivery. What sustains DHL Express's premium positioning is the
combination of physical network density in the specific corridors that matter most to global
trade, accumulated regulatory and customs expertise that is genuinely difficult to replicate
quickly and a willingness to invest in dedicated infrastructure rather than renting capacity
from third parties, even where that infrastructure investment depresses near-term returns
relative to an asset-light competitor. That combination, more than raw size, is what has kept
DHL Express, alongside FedEx and UPS, as one of only a small handful of carriers capable
of executing international express delivery reliably at global scale, a position that has proven
durable across multiple economic cycles and shifts in trade policy over more than two
decades.

1courier, express and parcel market sizing
2last-mile delivery market data
3FedEx segment financial results
4autonomous and gig-based last-mile delivery trends
5e-commerce and last-mile demand drivers
6occupational and labor conditions in last-mile delivery

Summary

Courier and express services underwrite the physical execution of e-commerce and global
trade, moving parcels between businesses, consumers and governments through networks
that blend aircraft, trucks, sortation hubs and increasingly independent drivers. Economics
in this industry reward density above almost everything else: carriers that pack more stops
per route, more parcels per truck and more predictable volume per node outearn those that
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chase geographic reach alone. Margin has drifted from linehaul transport toward last-mile
execution, data-driven routing and value-added services such as customs brokerage and
reverse logistics. The strategic levers that matter now are vertical integration of last-mile
capacity, disciplined pricing against fuel and labor volatility and selective geographic
expansion into underserved corridors rather than blanket global coverage.
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