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Today, exceeding customer expectations has become increasingly difficult. Customers expect immediate information about 
their orders, personal engagement, and more. Balancing these customer demands with the need to keep costs down can feel 
like walking a tightrope.

Route optimization is one way that distributors can simultaneously enhance customer service and cut transportation costs.

Customer Service Today

Customer desire for personal engagement with businesses is increasing — they want to be able to gather information quickly 
with immediate results.

This is partly fed by all of the technology that surrounds us in our personal lives — tablets, smartphones, wearables, and Wi-Fi 
access are nearly everywhere. In fact, 77 percent of adults now own a smart phone.1 This is a 35 percent increase from 2011.

On top of that, over 3.9 million apps exist today2 to assist us in our everyday lives — so it’s no wonder customers are 
demanding more.

With ever-present information and data, customers now expect to know when a delivery will arrive and request what time they 
would like it to be there.

ebook

MASTER THE BALANCING ACT 
OF COST VS. SERVICE
Route Optimization 101

The Delivery Bar Keeps Rising

We are living in an on-demand economy where most things are available at our fingertips. Today, it is faster to catch a ride 
through a rideshare app than it is to hail a cab. We can arrange for our groceries to be delivered to our doorsteps, and some 
companies are even experimenting with drones to provide faster deliveries.

This B2C trend has already made its way to B2B. In fleet management, it often means meeting customers’ service or time 
windows. Customers expect companies to meet their increasingly demanding and precise designated windows — every time. 
In the National Private Truck Council (NPTC) annual benchmarking survey3, 16 percent of fleets responded that they guaranteed 
deliveries in 10-minute windows. Many customers find time windows to be extremely important, but the specific time window is 
a matter of individual corporate service and customer expectations.
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1. http://www.pewinternet.org/fact-sheet/mobile/
2. https://www.statista.com/statistics/276623/number-of-apps-available-in-leading-app-stores/
3. https://www.nptc.org/
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Routing Possibilities
1 vehicle with 1 stop

 1 possibility
1 vehicle with 5 stops

 120 possibilities
1 vehicle with 10 stops

 3,628,800 possibilities
5 vehicles with 10 stops

 37,267,043,023,296,000 
 possibilities
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Transportation Costs
As customer expectations rise, the cost to conduct business is also growing. Today’s transportation costs can add up quickly 
with expenses such as fuel, driver pay, equipment and maintenance, insurance, administration, and more.

According to the 2018 NPTC Benchmarking Survey3, the total cost per mile rose from $2.64 to $2.72 in one year. The biggest 
contributors to the increase were fuel and equipment costs.

To minimize these costs, fleets need to reduce the number of miles it takes to make deliveries while still meeting customer time 
windows. Achieving a balance of customer service and cost reduction can be a complex problem to solve. 

Fortunately, route optimization can help fleets master the balance more quickly and efficiently than manual, human processes.
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What is Route Optimization?
Route optimization, at a basic high level, is finding the best possible route plan to reach a fleet’s business goals each day. There 
are three main levels of route optimization, ranging from basic to complex.

Level 1 – Point-to-Point
 

This level of route optimization is something with which 
most people are familiar. An example is free map software 
that provides driving directions for the fastest or shortest 
route. Tools like these are sufficient for those traveling from 
point A to point B.

Level 2 – Single Route Stop Sequences
 

This level is more complicated than point-to-point. Here, 
a small fleet could have one truck that has to make four 
deliveries to four different customers. A single route 
sequence puts a route in a vacuum and takes the most 
efficient route for that one truck. The four stops could be 
A, B, C, and D, but the optimal arrangement (ABDC, DACB, 
etc.) is best decided by the software. 

Level 3 – Multi-Route
 

This route optimization level deals with more routes, trucks, 
and locations. Like Level 2, this level will take all stops or 
orders and place them onto correct routes and trucks — 
but it goes one step further with multiple trucks delivering 
numerous orders on various routes. In this case, a route 
optimization solution would determine which order should 
go on which route. The more variables that are added to the 
equation, the more difficult it is for the human mind to solve 
these routing problems.
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When it comes to route optimization, transportation managers need to consider their business constraints and goals.

Constraints are the rules of your business that need to be followed, which can be very simple. The maximum number of stops, 
hard time windows, maximum run time, or number of available resources are examples of constraints.

If a company has 10 trucks, a routing solution won’t suggest a plan that involves 11 or 12. If a fleet manager does not want 
vehicles on the road for over 10 hours a day, the system will not recommend more than that. Routers can input all constraints in 
a route optimization solution.

While constraints are things that cannot be broken, goals are areas to be improved. Some examples of goals include reducing 
costs, restricting the number of missed time windows, and setting a preferred run time. Route optimization solutions will factor 
in numerous business constraints so that fleet managers can work toward meeting the goals they set.

Business Constraints and Goals
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In route optimization theory, there are two ends of the spectrum — standard and dynamic.

Routing Methods

Standard Routing – Customer Service
 
With standard routing — which is also known as static or template routing — there is 
a specific route and sequence. When customers order, they automatically get placed 
on the route they are assigned by the router. This would be considered the customer 
service end of the spectrum because it involves assigning the same driver to the same 
customer and prioritizing VIP customers.

In standard routing, the routes are very predictable. Transportation managers know 
in which order their stops are going to be each day and at approximately what time 
service occurs. There is not much optimization with this method, so it can be the least 
cost-effective one.

Dynamic Routing – Cost Savings
 
On the other end of the spectrum lies dynamic routing, which often only looks at 
internal business constraints, such as capacity, vehicle restrictions, and total time 
— and ignores customer delivery preferences. This method gives the system 
the most control when optimizing routes. Fully dynamic routing can be the most 
cost-effective method, but it’s the least customer-service-oriented.

Of course, there are many other routing methods between the two extremes.

The best method for most companies is not at either end of the spectrum 
because most companies today need to maximize both service and cost savings.
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Goal = Minimize Costs

If a company’s primary goal is to reduce costs, 
routes would ideally form a cloverleaf pattern with 
the depot in the center. This represents an ideal 
scenario for how all routes would look. Drivers can 
visit all customers within a loop and likely return to 
the DC before the day’s end. However, there are 
always demanding customers that will prevent this 
pattern from becoming a reality.
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Goal = Balance Customer Service and Costs

Since it’s impossible to make every time window 
a priority while cutting costs as much as possible 
with routing, fleet managers need to find an ideal 
balance. This route pattern shows the best of 
both worlds. Omnitracs Routing excels at finding 
a balance like this. As users input more and more 
information, the solution learns business constraints 
and finds the most efficient routes for businesses.

Goal = Prioritize Time Windows 

At this end of the spectrum, a company’s main 
goal could be prioritizing time windows for 
customers. Without considering transportation 
costs and only factoring in time windows, the 
route pattern would be inefficient, passing 
stops that drivers could have visited.
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Here are sample route patterns that illustrate the extremes of the spectrum as well as a healthy balance of improved service 
and cost reduction.
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Arriving at the perfect balance will not happen overnight. With the many 
routing options available on Omnitracs Routing, fleets can start small (for 
example, make a goal of lowering costs by two percent) and work up to the 
most optimal ways to run routes.

To the right is an example of what testing customer service vs. cost savings 
looks like in Omnitracs Routing. 

Companies load orders, assets, customers, and other business information 
into the system. Business constraints, such as time windows, opening time, 
and vehicle type, also go into the system. Within minutes, transportation 
managers can quickly organize their order volume into low-cost, efficient 
routes that meet customer service requirements. 

Managers can move the slider bars to balance factors that impact cost and 
service. As the sliders move to improve customer service, the sliders related 
to cost-savings inevitably move in the opposite direction. There is always 
going to be give and take, and the exact formula varies by company.

Practical Approaches
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The concept of route optimization can be intimidating. It changes the way in which companies run their businesses, and it can 
take time to make those changes.

Companies that manually construct routes with paper might hesitate making this change because of the time needed to 
dedicate to the effort. However, when software optimizes routes, routers suddenly have more time in their day to perform other 
activities. 

To get started, fleet managers should ask themselves these questions:

• Which costs do I want or need to decrease first?
• Which customers can I serve better?

If a company is not yet sure of which goals are most important, using a route optimization solution is a great way to start the 
conversation about specific goals beyond cutting costs and improving service.

In today’s transportation landscape, managers need to meet growing customer demands while keeping operating costs as low 
as possible. Omnitracs Routing can help with the delicate balancing act between customer service and cost reduction.

Getting Started with Route Optimization
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Learn more about how you can utilize the benefits mentioned in this eBook by 
visiting our Omnitracs Route Optimization solutions page. 

Omnitracs Routing aims to help businesses balance customer service with cost savings in the most efficient way possible. 
Omnitracs partners with customers to understand their business needs and goals, delivering solutions tailored to the unique 
needs of each company.

https://www.omnitracs.com/products/route-optimization

