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Abstract: Strategic freight procurement is the mechanism by which a shipper converts a forecast of future transportation demand into a 

portfolio of contracted rates before the demand arrives. Our subject here is strategic freight procurement and request-for-quotation 

management in an enterprise transportation management system, approached as a structured, repeatable auction rather than a clerical 

sourcing task. We trace the four-step procurement process from the preparation of a freight agreement master request for quotation, 

through submission to a field of carriers, competitive evaluation in a comparison cockpit, and one-click generation of freight agreements 

on award. We give particular attention to two design features that determine procurement value: the versioned negotiation round, which 

lets a shipper run several bidding cycles against the same requirement, and the carrier-selection optimizer, which proposes business-share 

allocations across a field of bidders rather than awarding a lane to a single winner. The central argument is that procurement value comes 

from converting rate uncertainty into rate certainty ahead of demand, and that the enterprise system creates that value by sustaining 

competitive tension among carriers and by locking the awarded terms into agreements that downstream charge calculation then applies 

automatically. We frame the benefits in terms of the ranges that industry practice typically reports for competitive, optimization-based 

freight sourcing, and we argue that those ranges are realized only when downstream execution applies the contracted terms faithfully. 

Procurement sets the terms; execution must honor them. 
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1. Introduction 
 

A shipper that waits until freight is ready to move before 

deciding what it will pay to move it has already lost the 

negotiation. Spot rates reflect the balance of supply and 

demand at the moment of booking, and that balance rarely 

favors the party who must ship regardless of price [1], [2]. 

Strategic freight procurement exists to move the pricing 

decision earlier, to a moment when the shipper holds the 

stronger hand: before the demand is urgent, while multiple 

carriers still compete for a forward commitment, and while the 

terms remain open to shaping. It is the difference between 

buying transportation and contracting for it. 

 

In an enterprise transportation management system, strategic 

freight procurement is a defined process with its own 

documents, workflow, and optimization [3]. It is aimed 

mainly at shippers procuring long-term transportation services 

from carriers or logistics service providers, though a logistics 

service provider can run the same process to source capacity 

while selling it onward. What the system contributes is 

structure: a single master document that captures a forecasted 

requirement, a controlled way to put that requirement in front 

of a field of carriers, an analytic layer that ranks the responses, 

and a one-click path from an award to a binding agreement. 

 

This paper treats procurement as an auction, because that is 

what it is [4]. A shipper announces a requirement, invites bids, 

compares them under known rules, runs further rounds if the 

first is unsatisfactory, and awards. Framing procurement this 

way makes its value drivers explicit. An auction produces 

good prices when there is genuine competition among 

informed bidders, when the auctioneer can run more than one 

round, and when the winning terms are actually enforced 

afterward. The enterprise system is engineered around exactly 

these three conditions, and the quality of a procurement 

outcome tracks how well each is met. 

 

The paper proceeds as follows. Section 2 sets out the four-step 

procurement process and the master request for quotation at 

its center. Section 3 examines how the master document is 

built and versioned across negotiation rounds. Section 4 

covers submission, competitive evaluation, and the carrier-

selection optimizer that proposes business shares. Section 5 

addresses the award and the generation of freight agreements 

that bind the result. Section 6 presents results and findings on 

the economics of competitive procurement and rate certainty. 

Section 7 concludes. 

 

2. The Procurement Process and the Master 

RFQ 
 

2.1 Four Steps from Forecast to Contract 

 

Strategic freight procurement runs in four steps (Figure 1), and 

each step shifts who holds information and who holds 

bargaining power. In the first step the shipper works alone, 

with no carrier involvement: historic transportation is 
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analyzed, volumes for the coming period are forecast, and the 

resulting need is divided into scenarios by trade lane, 

commodity code, or mode. This preparatory analysis need not 

happen inside the transportation management system at all; 

legacy or analytic tools can do the forecasting, and only the 

classified result has to enter the system. This first step ends by 

creating the central document of the whole process, the freight 

agreement master request for quotation, into which every 

procurement need and classification is entered. 

 

A second step opens the interaction with carriers. The carriers 

chosen for the event are added to the master document, target 

business shares are optionally assigned among them, and, 

once the purchasing organization approves, individual 

requests are generated from the master and sent out. 

Competition arrives in the third step: carriers respond, and the 

system evaluates and compares the responses, building 

ranking lists and proposing optimal business shares, with 

negotiation rounds available where a first round is not good 

enough. Award is the fourth step, in which the selected 

carriers and shares are converted, by one-click freight 

agreement creation, into the freight agreements that serve as 

the contracts between shipper and carrier. Figures 2 to 4 show 

the prepare- and- submit, evaluate-and-optimize, and 

agreement- generation steps in the system. 

 

Preparation is private. Submission, evaluation, and award are 

where competition does its work. 

 

 
Figure 1: The strategic freight procurement pipeline, read left to right: private preparation of the master RFQ, submission to a 

competing carrier field, competitive evaluation, and award as freight agreements 

 

 
Figure 2: Prepare and submit RFQ: master RFQ general data showing version, negotiation round, validity dates, 

organizational units, and incumbent carriers 

 

2.2 What the Master RFQ Is 

 

At the spine of the process sits the freight agreement master 

request for quotation, and it is worth being precise about what 

it holds. It carries the shipper procurement needs and their 

classifications, names the carriers to be included, and states 

the validity period of the freight agreement that the 

procurement is meant to produce. In that last respect it 

resembles the agreement it will eventually generate, which is 

deliberate: the master is a template for a contract, populated 

with requirements instead of agreed rates. Its header carries 

the validity dates of the prospective agreement, a response 
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deadline that bounds the bidding window, and a carrier KPI 

profile that governs which performance indicators appear 

when carriers are compared. It can span several purchasing 

organizations and many carriers, and current carriers carry an 

incumbent flag. 

 
Figure 3: Evaluate and optimize: optimizer-proposed target business shares across carriers and the simulated estimated spend 

 

 
Figure 4: Generate agreements: document flow from the RFQ master through individual carrier RFQs to the generated freight 

agreement 

 

At the item level the master specifies the substance of what is 

being bought. Each item names its valid trade lanes on a 

dedicated tab, using the same trade-lane logic as freight 

agreements, and its requested capacity across dimensions, 

with twenty-foot equivalent units typical for ocean transport. 

Commodity codes scope the item, and notes and attachments 

carry the qualitative detail a rate alone cannot express. 

Because the requested capacity at item level already resembles 

an allocation, the master document effectively pre-shapes the 

business shares that the award will later formalize. Table 1 

summarizes where each element of the master is maintained. 

 

 

Table 1: Freight agreement master RFQ: document structure 
Element Where Maintained Role in Procurement 

Validity dates RFQ header (Valid-From / Valid-To) Define the period of the resulting freight agreement, not just the RFQ itself. 

Response deadline RFQ header 
Sets the date by which invited carriers must respond, bounding the bidding 

window. 

Carrier KPI profile RFQ header Controls which KPIs appear on the carrier fact-sheet used during evaluation. 

Incumbent indicator Carrier level Flags current carriers; the optimizer prefers incumbents in response evaluation. 

Trade lanes Item, Trade Lanes tab Specify the geographical validity of each requested item. 

Capacity dimensions Item, Capacities tab State requested capacity; TEU is typical for ocean transportation. 

Commodity codes Item, Commodity Code tab Scope the valid commodities for the item. 
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3. Building and Versioning the Master 
 

3.1 Four Ways to Create a Master 

 

A procurement event rarely starts from nothing, and the 

system offers four creation paths that correspond to four 

common situations. A master can be built from an existing 

freight agreement, which fits the frequent case of tendering 

the same trade lanes period after period, since the prior 

contract supplies a ready baseline. It can be built from a 

template when an organization has settled on a house structure 

for its RFQs. It can be created new when the scope has no 

precedent. And it can be copied from an existing RFQ when a 

close variant of a recent event is needed quickly. The choice 

is not merely convenience; starting from a prior agreement or 

a template carries forward structure and expectations that 

shape how carriers read and answer the request. Table 2 

matches each creation method to the situation it fits. 

Table 2: Master RFQ creation methods 
Method When It Fits 

From an existing 

freight agreement 

When the same trade lanes are tendered 

periodically and prior terms form the baseline. 

From a template 
When a house structure for RFQs is reused 

across procurement events. 

New RFQ 
When procurement scope has no prior analog 

and is built from scratch. 

Copy of an existing 

RFQ 

When a close variant of a recent procurement 

is needed quickly. 

3.2 Versioning and the Negotiation Round 

 

What makes procurement an auction rather than a single 

sealed bid is versioning. Versioning is built in, and a new 

version can be spun off whenever the shipper wants: the 

system duplicates the current master, produces the next 

version, and advances a counter. All prior versions remain 

visible on a dedicated tab, so the negotiation history is 

preserved rather than overwritten. A negotiation round is 

started through a follow-up action that creates a new version 

and resubmits the request to the carriers, incrementing the 

round counter shown in the general data. Each round is a fresh 

invitation to improve an offer, run against the same 

documented requirement. 

 

This mechanism is where much of the procurement value is 

realized, and it is worth seeing why. A single round captures 

whatever prices carriers first propose. Additional rounds let 

the shipper feed back the fact of competition, ranked results 

without necessarily revealing rival rates, and invite revised 

offers. Because every version is retained, the shipper can 

compare not just carriers against each other in one round but 

the same carrier against itself across rounds, which is the 

clearest possible evidence of how much room a stated rate 

actually held. The versioned master turns a one-shot quotation 

into an iterated negotiation with an auditable trail. Figure 5 

traces this sequence. 

 

 
Figure 5: The master RFQ negotiation sequence, read left to right: a submitted version draws carrier rates, a follow-up round 

resubmits an improved-offer request, and convergence ends in award 

 

4. Submission, Evaluation, and Business-Share 

Optimization 
 

4.1 From Master to Individual RFQs 

 

The master holds its carriers at header level, and when it is 

spun up from a prior agreement the carriers already party to 

that agreement inherit an incumbent flag, which the optimizer 

later weighs as a genuine signal. Before any request leaves the 

building, the agent responsible for the master sends it to the 

supervisor of the purchasing organization for approval; the 

standard approval workflow places the task in the supervisor 

inbox and holds submission until approval is given. Only then 

does the agent generate the individual requests, one per 

carrier, each carrying the relevant information from the master 

while suppressing items not directed to that carrier. The 

approval gate matters because submission is the irreversible 

act of exposing a requirement to the market; it should happen 

deliberately, not by accident. 

 

4.2 The Comparison Cockpit and the Optimizer 

 

When carriers respond, their rates return to the master as 

response items sitting under the corresponding request items, 

and evaluation happens in the comparison cockpit. Two 

modes are available. Manual comparison suits simple events, 

a small field of carriers responding on a few lanes, where a 

transportation manager can weigh the responses directly. 

Automated comparison invokes the carrier-selection 

optimizer, which does something a manual review cannot do 

reliably at scale: it proposes target business shares spread 

across carriers, subject to the constraints the shipper has set, 

rather than simply picking the single lowest bid per lane [5], 

[6]. 

 

A distinction between lowest-bid award and optimized 

business shares is the analytical heart of the process. 

Awarding each lane to its cheapest bidder looks optimal and 

often is not, because it ignores capacity limits, the value of 

retaining more than one carrier per lane, the preference for 

incumbents who have proven they can perform, and the risk 

of concentrating volume on a carrier that cannot absorb it. 
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Weighing these together, the optimizer proposes an allocation, 

a set of business shares, that a rate-only ranking would miss. 

Ranking lists answer which carrier is cheapest; the optimizer 

answers how the volume should actually be divided. 

 

The cheapest bid per lane and the best allocation across lanes 

are rarely the same answer. 

 

5. Award and the Binding Agreement 
 

5.1 From Award to Freight Agreement 

 

When the winning shares and carriers have been chosen for 

the coming period, the shipper awards them, and an award has 

an exact meaning in the system: a freight agreement is 

generated for each winning carrier, and that agreement is what 

contractually binds shipper to carrier [7]. For every carrier the 

system builds an allocation from the underlying request item 

together with the share targeted at that carrier, so the split the 

master pre-shaped and the optimizer refined flows straight 

into the contract without being keyed again. Generation is 

one-click by design, which keeps the transition from decision 

to contract fast and faithful to the decision made. 

 

Significantly, this last step closes the loop between 

procurement and execution. A freight agreement is not 

paperwork filed away; it is the live rate source that 

downstream charge calculation consults the moment freight 

moves. The terms won in the auction become the terms the 

system applies automatically, which is what makes 

competitive procurement worthwhile in the first place. An 

awarded rate that execution failed to apply would be a 

negotiation won on paper and lost in practice. 

 

6. Results and Findings 
 

6.1 Procurement as an Auction: Where Value Is Created 

 

Value in strategic freight procurement can be located 

precisely, because an auction has known conditions under 

which it produces good outcomes [4], and the enterprise 

process is built to satisfy each one. A first condition is 

competitive tension: prices improve when several informed 

carriers compete for the same forward commitment. The 

system creates this tension structurally by submitting one 

documented requirement to a field of carriers at once and by 

flagging incumbents whose presence keeps challengers 

honest. A second condition is iteration: a single sealed bid 

captures only opening positions, whereas repeated rounds 

surface how much room those positions held. Versioning 

provides the iteration, with every round retained as evidence. 

A third condition is enforcement: an auction result is 

worthless if the winning terms are not applied, and one-click 

generation of freight agreements makes the awarded terms the 

rate source that execution reads automatically. 

 

Read against these conditions, the design choices in the 

process stop looking like features and start looking like an 

economic argument. An optimizer that proposes business 

shares rather than lowest-bid awards embodies the recognition 

that concentrating volume on the cheapest carrier destroys the 

very competitive tension that produced the low rate, and 

forfeits the resilience of a multi-carrier base. An approval gate 

before submission embodies the recognition that exposing a 

requirement to the market is irreversible and should be 

deliberate. An incumbent flag embodies the recognition that a 

proven carrier at a slightly higher rate can be worth more than 

an unproven carrier at a lower one. Each choice trades a naive 

optimum for a durable one. 

 

An auction only pays if the winning price is the price you 

actually pay. 

 

6.2 Quantified Benefits: Typical Industry Ranges 

 

Because the savings on any single procurement event depend 

on lane mix, incumbent rates, and market conditions, the value 

of strategic freight procurement is best expressed as ranges 

observed across programs rather than as one figure. Table 3 

sets out the main benefit dimensions of a competitive, 

optimization-based procurement program and the ranges that 

industry practice commonly reports for each. 

 

These are indicative typical industry ranges drawn from 

general transportation-procurement experience. They are not 

measured results of a specific deployment, and they are not 

independently verified in this paper; the band a given program 

lands in depends on its baseline rates, the competitive intensity 

of its carrier field, and the discipline of its downstream 

execution. 

 

Table 3: Typical industry benefit ranges for strategic freight 

procurement (indicative ranges, not deployment-specific or 

independently verified) 
Benefit 

Dimension 
System Mechanism 

Typical Industry 

Range 

Freight rate 

reduction 

(competitive 

sourcing) 

One requirement put to a 

competing carrier field; 

ranked responses 

5% to 15% of 

addressable freight 

spend per sourcing 

event 

Incremental 

savings from 

optimized award 

Carrier-selection 

optimizer proposing 

business shares instead 

of lowest bid per lane 

A further 5% to 15% 

beyond simple lowest-

bid awards 

Sourcing cycle-

time reduction 

e-RFQ automation, 

versioned negotiation 

rounds, one-click 

agreements 

25% to 50% shorter 

sourcing cycles 

Procurement 

staff productivity 

Automated comparison 

and ranking; one-click 

agreement generation 

Bid analysis reduced 

from days to hours per 

event 

Budget and rate 

certainty 

Forward contracted rates 

replacing spot exposure 

Removes spot volatility 

that commonly runs 

20% to 40% or more 

Contract-

compliance 

savings 

Awarded rates applied 

automatically as the 

downstream rate source 

Reduced off-contract 

spend, typically low 

single-digit % of freight 

spend 

 

Two things about the ranges matter for a procurement 

audience. First, the savings concentrate where competition 

and optimization do their work: the rate reduction comes from 

putting one requirement in front of a competing field, and the 

incremental gain comes from the optimizer awarding business 

shares rather than handing each lane to its cheapest bidder. 

Second, the cycle-time and productivity gains come from 

automation of the RFQ, comparison, and agreement steps, 

which turns bid analysis that once took days into work 
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measured in hours. 

 

The ranges are indicative rather than guaranteed, and they are 

conditional on one thing this paper has stressed throughout: 

execution must honor the awarded terms. A rate reduction 

negotiated in the auction is only banked if the downstream 

charge-calculation layer applies the contracted rate when 

freight actually moves. A saving won at the table and lost in 

the ledger never reaches the range at all, which is why the 

enforcement of contracted terms belongs in any honest 

account of procurement value. 

 

7. Conclusion 
 

Strategic freight procurement is the point where a shipper 

trades the uncertainty of future rates for the certainty of 

contracted ones, and this paper has argued that the enterprise 

process achieves this by running procurement as a disciplined 

auction. We traced the four steps from private preparation of 

a master request for quotation, through submission to a 

competing field of carriers, to evaluation in a comparison 

cockpit and award as freight agreements. Two features carry 

most of the value: the versioned negotiation round, which 

turns a single quotation into an iterated negotiation with an 

auditable trail, and the carrier-selection optimizer, which 

proposes business shares across carriers rather than 

concentrating volume on the lowest bid. 

 

These are the economics of auctions. Good outcomes require 

competitive tension among informed bidders, the ability to run 

more than one round, and the enforcement of winning terms, 

and the system is engineered to satisfy all three. The optimizer 

preserves competition by not concentrating volume, 

versioning supplies iteration, and one-click agreement 

generation makes the award the rate source that execution 

reads. Those design choices are an economic argument in 

disguise, each one trading a naive optimum for a durable one. 

 

Industry experience frames the payoff. Competitive, 

optimization-based freight sourcing typically reports rate 

savings in the high-single-digit to low-double-digit percent 

range on addressable spend, with further gains from optimized 

business-share awards and sizable reductions in sourcing 

cycle time. Those ranges are earned only when execution 

applies the contracted rates faithfully; a saving the charge-

calculation layer fails to apply is lost between the contract and 

the ledger. For practitioners the guidance is to invest in the 

auction and equally in its enforcement: run real competition, 

use the optimizer to protect it, bind the result into agreements, 

and then guard the execution path that turns those agreements 

into payments. Procurement sets the terms. Execution has to 

keep them. 

 

Win the rate at the table. Keep it in the ledger. 
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