G00258982

Exploit Benchmarking Services to Help
Calibrate Logistics Costs and Performance
Published: 14 November 2013

Analyst(s): Greg Aimi

This research helps logistics professionals understand where to get and
how to use logistics-specific benchmark data, the benefits and drawbacks
of supply chain benchmarking providers, and how to identify the best
provider for their benchmarking requirements.

Key Findings
■

Logistics professionals frequently seek two very different types of benchmarking data. One is
used to compare their transportation rates against the market, and the other is used to compare
their supply chain performance against the performance of other companies using logisticsspecific key performance indicators (KPIs) or metrics.

■

Specialized services firms offer different types of logistics benchmarking. The details about their
database size, what they cover, geographic regions they support, industries they serve and the
prices they charge can differ dramatically.

■

In transportation, there are two different methods for collecting data — through the use of a
consortium of voluntary participants, and exploiting cloud-based technologies to farm data from
operational transportation management system (TMS) applications.

Recommendations
■

While companies want to benchmark specific logistics metrics, the ultimate goal should be to
improve the end-to-end performance of the supply chain, rather than just logistics. Keep in
mind that higher stages of supply chain maturity require companies to look at
interdependencies and make intelligent trade-offs across different metrics that often span
departmental boundaries.

■

Recognize that you may have multiple supply chains with different requirements. Be sure to
benchmark against supply chains with matching characteristics versus just settling on company
names as comparatives. Capturing the right level of granularity, completeness and accuracy in
the data can be a large inhibitor to a successful benchmark. Have your IT organization work
closely with the benchmarking services firm to understand the right level of data to extract and
submit to achieve meaningful results.

■

Use benchmark information judiciously, and make sure you understand the context of the
comparative data and how this might or might not relate to your business.
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Analysis
"My management and I are very interested in comparing our logistics performance against our
competitors." "The CFO thinks we're paying too much for transportation, but I think we've
negotiated well. What are the going rates in the market?" Do these phrases sound all too familiar?
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not enough to ensure high-quality, comparable data. Good benchmark data requires additional
levels of validation and harmonization, typically by people with deep logistics expertise who are
manually and proactively reviewing the data for anomalies.

Other Services
While some providers focus solely on benchmarking, others use benchmarking as a part of a larger
program, which can range from ad hoc benchmark studies and peer networking to full consulting
services. Consider the total package. The consulting firms may offer benchmarking as a no-charge
value-add to build a relationship that leads to larger projects.

Other Relationships
Ask the provider if some of their data is gathered based on relationships with other providers. While
this may broaden the dataset, it may also compromise the validity and accuracy when merging
datasets with potentially different data definitions.

Renewal Rate
If the business model of the provider is to encourage clients to subscribe and enter data annually,
ask about its renewal rate.

Total Cost of Benchmarking
While lower-cost options are appealing, remember that the total cost of a benchmark is about more
than money. Understand exactly what each provider offers in data quality, scope and peer group
options. This will help you figure out which provider will suite your specific benchmarking need.
Sometimes going for the lower-cost option, recognizing the potential quality or scope issues, but
using the data merely for a directional view of your peers, is sufficient. If you understand the
strengths and weaknesses of each provider, you can determine what data is most relevant to your
decision-making process.

How to Get the Most Out of Your Benchmark
Before embarking on a benchmarking project with any provider, consider four factors to keep your
benchmark process on track:

Plan the Benchmark as a Project
It takes time. Understanding the data definitions and collecting and checking the data prior to entry
are very time consuming, particularly if done as a one-off exercise. Companies that perform a
benchmark study annually, and have automated their data collection, find the process easier.
Try to outline the steps that will deliver successful results from the time, effort and cost invested,
knowing that the steps will be different for KPI benchmarks versus transportation rates. Consider a
plan such as:
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1.

Determine how the benchmarks will be used (i.e., to set strategy, performance targets,
understand gaps).

2.

Define the scope of the benchmarking effort and ensure there is executive sponsorship.

3.

Engage a firm that has trusted, reliable benchmarks as well as expertise to help you understand
the results and take the next steps for improvement.

4.

Appoint a benchmarking coordinator to help collect company data and ensure consistency
across appropriate functions, geographies and business units.

5.

Schedule a series of internal meetings to discuss progress.

6.

Ensure scope alignment, accuracy and completeness of data prior to submitting.

7.

Schedule formal meetings to have the benchmark provider go through the benchmarking
results.

Look for Like-to-Like Comparisons
To avoid a mixed basket of comparative data, make sure the people who are collecting the data —
often different than those who selected the provider — understand the provider's data definitions
thoroughly. It's worth the time.
For freight benchmarking, collecting current transactional, load-level detail is key. The ability to
include as many characteristics of the load as possible is vital to preparing accurate benchmarks
(e.g., equipment type, single vs. team, contract vs. spot rate, etc.). Validating the data and removing
or adjusting bad data increases the accuracy of the results.

Verify Scope
For some services, companies will enter partial data for select functions, rather than a full set of
end-to-end metrics. This is problematic because metrics have interdependencies that affect how
you view the comparative data. For example, companies make trade-offs between cost and service.
Forecast error and supplier performance can have a direct impact on inventory levels. Unless a true
end-to-end supply chain benchmark is done for the full scope of the benchmark, these
interdependencies will be unclear and correlations cannot be made from the data.
Benchmarking transportation rates is about determining which freight characteristics truly drive cost
(i.e., characteristics such as distance, geography, seasonality, equipment and service). Analyzing
rate and cost data without delineating it along these factors can lead to a one-size-fits-all approach,
which will be misleading. Sophistication in the data validation and mathematical representation of
rates is key to successful outcomes.

Define Frequency
Decide how frequently you need to benchmark. To diligently and accurately collect the data for a
benchmark is time consuming. Companies do report that it becomes easier after the first time,
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particularly once they have developed a repeatable process. We found benchmarking metrics most
useful to support a major transformation or at key milestones.

Conclusion
Logistics executives and decisions can be influenced by peer group metric benchmark data and
market rates for transportation. Given the significance of the information, it is important to
understand the differences in scope and quality of data available. Make a benchmarking partner
selection with your eyes wide open, and consider using a combination of data from different
providers.

Recommended Reading
Some documents may not be available as part of your current Gartner subscription.
"Apply the Supply Chain Maturity Model to Drive Logistics Excellence"
"The Hierarchy of Supply Chain Metrics: Diagnosing Your Supply Chain Health"
"Metrics and Measurement Maturity: It's All About Improvement"
"Select the Right Metrics to Manage Top Performance from 3PL Distribution"
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