
PROCUREMENT GLOSSARY

Preferred Carrier: Preferred
Transport Provider in the Supply
Chain
Preferred Carrier refers to a transport service provider that a company has designated as its

preferred partner for specific traffic routes, lanes or freight types. The designation is usually

based on a systematic evaluation of performance, reliability, cost level and compliance. In

industrial procurement and logistics management, the Preferred Carrier is a central control

instrument for systematically managing delivery reliability, transport costs and risks.
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Key facts at a glance

01 Preferred Carrier is not a statutory term but the result of internal carrier selection and

evaluation.

02 Selection typically takes place via structured tenders, term agreements and service

catalogues.

03 Key criteria are delivery reliability, damage rate, capacity security, IT integration and

cost per consignment.

04 Preferred Carriers often receive volume shares in return for committed capacities and

terms.

05 The preferred status is regularly reviewed using a supplier scorecard and may be

revoked where necessary.

06 Legally, the Preferred Carrier remains an independent service provider; obligations

under carriage law arise from the contract of carriage.

Definition: Preferred Carrier

A Preferred Carrier is a freight service provider prioritised by the company that is preferentially

commissioned for defined traffic routes. The preferment is based on transparent selection criteria and is

anchored contractually or procedurally.
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Distinction from single sourcing in transport

A Preferred Carrier is not identical to a single exclusive transport provider. While single-source

management in transport channels almost the entire volume to one provider, the Preferred Carrier

model typically maintains two to five qualified providers per lane or mode of transport. This preserves

reactive comparability of terms without requiring new tenders for every consignment. In practice, this

model significantly reduces the risk of failure without entirely forgoing the cost advantages of volume

bundling.

Relationship to freight forwarders and carriers

Legally, the role differs depending on the chosen mode of transport: the carrier may act as a carrier

within the meaning of transport law or, as a freight forwarder, take over the organisation of carriage. For

the buyer, the liability chain is particularly relevant: in the event of loss or damage, the carriage law

provisions of the respective mode of transport apply, supplemented by the service provider's standard

terms and conditions of carriage. These points should already be queried in the tender via uniform

bidder information so that offers are comparable.

Methods and approach to carrier selection

The selection of a Preferred Carrier in practice follows a multi-stage process: market research, tender,

evaluation, contract award and continuous performance monitoring. Only in this way can the preferment

be objectively justified and represented internally and externally.

Tender and bid evaluation

The starting point is a structured tender, frequently as a transport RFP with defined lanes, volumes,

service levels and framework conditions. Uniform bidder information and a formalised process for

bidder questions ensure that all providers calculate on the same basis. Evaluation considers not only

the price per consignment but an overall utility value comprising reliability, capacity, IT capability and

sustainability profile. Alternative offers, for example for additional services or alternative modes of

transport, may be included in the overall evaluation but must be weighted transparently.

Supplier segmentation and volume allocation

Analogous to the supplier segmentation matrix in goods procurement, transport service providers are

classified according to performance capability and strategic importance. Preferred Carriers often

receive a core share of the volume, typically 60 to 80 per cent per bundle, while a residual segment

remains open for market tests and capacity reserves. This allocation secures advantage through

volume commitment while maintaining competitive pressure. The award decision should be

documented in order to justify it to management and in the event of dispute.

Contractual anchoring

The preferred status is enshrined in framework agreements with terms of usually one to three years,

price adjustment clauses and defined service levels. An escalation clause governs how repeated
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performance disruptions are escalated and, where necessary, how a changeover is initiated. Topics

such as export control, dangerous goods, insurance cover and data protection also belong in the

contract. For international transport, it must also be verified whether the carrier holds the required

licences and customs competencies.

Key KPIs and management of the Preferred Carrier

Preferred Carrier status is tied to performance and must be reviewed regularly. To this end, key

indicators are evaluated within a reporting cycle, usually monthly or quarterly.

Key performance indicators

The most important metrics are delivery reliability or on-time performance, damage and loss rate,

punctuality of collection, invoice accuracy and the backorder ratio, which can be directly affected by

delayed transport in conjunction with shortage parts management. In addition, cost per consignment,

cost per pallet and the freight cost ratio relative to revenue provide insights into economic efficiency.

These indicators typically feed into a supplier scorecard, which also forms the basis for scorecard

meetings with the carrier.

Operational supplementary metrics

For specific modes of transport, further metrics apply, such as waiting times at the gate and detention

charges for containers, utilisation rates in groupage traffic or the throughput time from order to delivery.

The rate of approved and rejected additional services as well as response time to dispatch enquiries

are also well-established indicators. Anyone systematically capturing these values can justify volume

shifts between preferred and non-preferred carriers on a data-driven basis.

Review cycles and governance

A quarterly review is recommended, in which scorecard results, price deviations and open issues are

discussed. An annual business review addresses strategic aspects in greater depth, such as capacity

planning, sustainability targets and innovation topics. Escalation levels and termination criteria should

be defined in advance so that loss of status or withdrawal of volume does not come as a surprise but

as a logical consequence of measurable performance.

Risks and controls in Preferred Carrier management

Preferment of one provider creates dependencies and entails compliance risks. Without clear control

mechanisms, a performance advantage can quickly become a cost or supply risk.

Dependency and capacity risks

The larger a carrier's volume share, the greater the impact in the event of failure, insolvency or capacity

bottlenecks. In practice, a second provider with an actively maintained framework agreement and

regular test shipments is sufficient. Dynamic safety stock of critical materials can partially buffer carrier
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delivery delays, but does not replace a functioning contingency concept. An RTO supplier clause, i.e.

an option for return or contract termination in the event of persistent poor performance, should also be

part of the contract package.

Compliance, cost control and audit

Controls include verifying proof of carriage, freight forwarder damage statistics and insurance

certificates, as well as audits for critical traffic. For cross-border consignments, export control must be

ensured on both the shipper's and the carrier's side. Freight ancillary costs such as demurrage,

detention or waiting time charges should be contractually capped and systematically reviewed, as in

practice they frequently represent a significant and insufficiently transparent cost item.

Corruption and fairness risks

The award of preferred status is a classic entry point for conflicts of interest. Remedy is provided by

documented decision criteria, the four-eyes principle in award decisions, rotating audit teams and a

clear internal process organisation from dispatch to approval. Transparency towards non-preferred

providers also increases acceptance: those who lost the status should know which measurable criteria

were decisive.

Current developments: digitalisation, sustainability and AI

Preferred Carrier management is being transformed by digital booking platforms, real-time tracking and

growing sustainability requirements. Buyers must actively take these developments into account in

selection and steering.

Data integration and real-time visibility

Modern carriers offer interfaces for consignment data, status updates and electronic waybills. This data

increasingly flows into order processing and procurement, for example for automatic dispatch and

invoice verification. AI applications in procurement additionally support the prediction of transit times,

the detection of price anomalies and objective carrier evaluation. The prerequisite is a clean

procurement data model in which carriers are referenced via a unique supplier identifier.

Sustainability and emissions reporting

Transport emissions are a significant part of the Scope 3 footprint for many industrial companies.

Preferred Carriers are increasingly also evaluated on fleet technology, alternative drivetrains and the

quality of emissions reporting. Tenders increasingly feature requests for CO2 data per consignment and

for modal shift measures, for example from air freight to rail or sea freight. These criteria should be

weighted from the outset, not only at contract renewals.

Market dynamics and cost management

Freight market cycles lead to considerable price fluctuations that strain pure fixed-price framework

agreements. Proven mechanisms include indexation formulas, volume-based price tiers and predefined
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adjustment processes. Buyers with a high spend under management in transport can manage such

fluctuations better because volumes, prices and performance are monitored centrally. Savings

Realized, i.e. the documented and booked saving, can also be reported far more precisely for transport

tenders than for many indirect goods.

Typical metrics

Metric Typical value

On-Time Performance (OTP) > 95–98 %

Typical benchmark for punctual delivery or dispatch depending on the

mode of transport

Damage and loss rate < 0.5 %

Damaged or lost consignments as a proportion of all consignments

Invoice accuracy > 98 %

Proportion of error-free freight invoices without reworking

Freight cost ratio 1–5 % of revenue

Highly dependent on industry and product, meaningful as a trend

indicator

Lead carrier volume share 60–80 %

Usual share of the preferred carrier in the bundle volume

Practical example

A mid-sized mechanical engineering company with predominantly European customers had for years

maintained more than twenty scattered freight forwarding partnerships without systematic evaluation.

Following a tender with uniform bidder information, a bundle of three lanes in road freight transport was

awarded to two Preferred Carriers with volume shares of roughly 70 and 30 per cent respectively.

Framework agreements with an index clause, escalation clause and defined service levels were

concluded.

Monthly supplier scorecard with delivery reliability, damage rate and invoice accuracy as the basis

of evaluation.

Quarterly review with a volume shift mechanism where defined thresholds are not met.

Real-time tracking integration with the ERP system to support order processing.

Annual renewal decision linked to documented Savings Realized and emissions data.
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Conclusion

The Preferred Carrier is more than a relationship of trust with a freight forwarder: it is a structured

control instrument that systematically connects selection criteria, volume allocation, contract design

and performance measurement. Those who justify the status clearly, review it regularly and keep

alternative options open reduce transport costs and supply risks at the same time. Objective key

indicators, documented decisions and active risk management are decisive. This keeps the preferment

a performance advantage rather than a silent dependency.

Frequently asked questions

? What does Preferred Carrier mean?

Preferred Carrier refers to a preferred transport service provider that a company prioritises for

specific traffic routes, lanes or freight types. The status is based on a systematic selection according

to performance, reliability and cost. It is anchored contractually or procedurally and regularly

reviewed using key performance indicators.

? How is a Preferred Carrier selected?

Typically via a structured tender with defined lanes, volumes and service levels. Evaluation criteria

include price, delivery reliability, capacity security, IT integration and compliance. The award

decision is documented and implemented through framework agreements with terms of one to

three years.

? What advantages does a Preferred Carrier offer to procurement?

It delivers cost advantages through volume bundling, more stable capacities and higher process

quality through familiar procedures. In addition, administrative effort decreases, as not every

consignment has to be tendered anew. However, the preferred status remains tied to measurable

performance.

? How many Preferred Carriers should a company have?

In practice, a split into two or three providers per traffic bundle has proven effective: one lead carrier

with the main volume share and one to two reserve or secondary carriers. This keeps volume

commitment economically effective without unilaterally increasing the risk of failure. The exact

number depends on the diversity of traffic, volumes and the criticality of deliveries.

? How does Preferred Carrier differ from an exclusive contract?

An exclusive contract ties the entire volume to one provider, which maximises cost advantages but

can significantly increase dependency. The Preferred Carrier approach retains several qualified

providers and shifts volume on a performance- and price-based basis. It is therefore more flexible

and lower-risk, though often associated with slightly higher average prices.
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? Which KPIs are relevant for Preferred Carriers?

Key metrics are on-time performance, damage and loss rate, invoice accuracy and cost per

consignment. Supplemented by freight cost ratio, detention charges, response times for dispatch

queries and, where applicable, CO2 emissions per consignment. These indicators feed into a

supplier scorecard and drive volume shifts.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.

amplifa-marketplace.ai
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