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Benchmarking and Risk Management in Transportation Economics: A Case Study of UPS
Abstract
This case study examines how United Parcel Service (UPS) uses benchmarking and risk management to manage transportation economics in its small-package network. UPS benchmarks drivers, routes, facilities and the overall network against engineered standards, internal peers and competitors, using indicators such as miles per stop, cost per piece, on-time performance and operating margin. Its best-known benchmarking-driven initiative, the ORION route optimization system, was designed to cut about 100 million miles and 10 million gallons of fuel per year. UPS complements benchmarking with risk management that includes network redundancy, contingency planning for labor and weather disruptions, customer diversification and cybersecurity. The analysis finds that the two approaches reinforce each other: benchmarks reveal where the network is fragile, and risk planning keeps efficiency gains from being erased by disruptions. Weaknesses include a heavy focus on cost efficiency that can reduce slack, dependence on a single large customer and the challenge of benchmarking a network that is being reconfigured. Recommendations include adding resilience metrics, such as time to recover, to the benchmarking scorecard and stress-testing the network under disruption scenarios.
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Introduction
United Parcel Service is one of the largest package delivery companies in the world, reporting consolidated revenue of $91.1 billion in 2024 (UPS, 2025). Its business depends on moving millions of packages each day through a network of sorting hubs, aircraft and delivery vehicles, where small differences in cost per stop multiply into large financial results. Transportation economics, the study of how firms use resources such as fuel, labor, vehicles and facilities to move goods efficiently, is therefore central to UPS's strategy. In this context, benchmarking is the process of comparing performance with standards or best practices to find and close gaps (Camp, 1989), and risk management is the process of identifying, assessing and mitigating events that could disrupt operations (Chopra & Sodhi, 2004). This paper describes how UPS applies both, evaluates their effectiveness and considers how they could be improved.
Benchmarking as a Performance Management Tool
UPS has a long tradition of industrial engineering, in which each delivery route and driver activity is measured against engineered time standards. This internal benchmarking lets managers compare a driver's actual performance, such as stops per hour, miles driven and time at each stop, with the planned standard and with similar routes. Facilities are benchmarked in the same way on sorting productivity and cost per piece, and the company tracks network-level indicators such as on-time delivery, average daily volume and operating margin. In 2024, UPS reported a GAAP operating margin of 9.3% and an adjusted margin of 9.8%, figures that investors and managers compare with prior years and with competitors such as FedEx (UPS, 2025).
The clearest example of benchmarking driving improvement is ORION (On-Road Integrated Optimization and Navigation). Analyses of driver routes showed that even small reductions in miles per route would produce large savings across the network. ORION uses customer, vehicle and package data to calculate an optimized sequence of stops; for a route of about 120 stops, it evaluates more than 200,000 possible options while respecting delivery time commitments (UPS, 2015). Full deployment on U.S. routes was expected to reduce driving by about 100 million miles and fuel use by about 10 million gallons each year, cutting carbon dioxide emissions by about 100,000 metric tons and saving UPS more than $300 million annually (UPS, 2015). Holland et al. (2017) describe how UPS tested ORION against existing routes and driver-planned sequences, measuring miles per stop before and after implementation, a classic benchmarking cycle of measuring, comparing, changing and remeasuring.
Benchmarking continues to shape UPS's strategy. In early 2025, the company announced an "Efficiency Reimagined" program expected to produce about $1.0 billion in annualized savings and a network reconfiguration that could close up to 10% of its buildings, supported by more automated facilities (UPS, 2025). These decisions reflect cost-per-piece and productivity comparisons across facilities: the least efficient buildings are consolidated into higher-performing, automated hubs.
Risk Management Strategies
A highly efficient network is also exposed to disruptions. UPS's risk management strategies address several categories of supply chain risk identified by Chopra and Sodhi (2004), including disruptions, delays, capacity constraints and systems failures.
· Network redundancy and contingency routing. UPS operates multiple regional hubs and an air network centered on its Worldport hub in Louisville, Kentucky. When weather closes a hub or airport, volume can be rerouted through alternative hubs and ground networks, and peak-season staffing plans add temporary capacity.
· Labor risk planning. Because most UPS drivers and package handlers are unionized, contract negotiations are a major operational risk. Before the 2023 Teamsters contract was ratified, UPS prepared contingency plans, and the agreement reduced the risk of a strike that could have disrupted a large share of U.S. parcel volume.
· Customer concentration. UPS announced an agreement with its largest customer to lower that customer's volume by more than 50% by the second half of 2026 (UPS, 2025). Deliberately reducing dependence on low-margin volume from one customer lowers revenue concentration risk and lets UPS resize its network around more profitable segments, such as health care logistics and small and medium-sized businesses.
· Technology and cybersecurity. Because systems such as ORION and package tracking are essential, cyberattacks and system outages are serious risks. UPS invests in cybersecurity and backup systems, recognizing that a technology failure would affect every part of the network.
These strategies complement benchmarking. Benchmarking identifies the most efficient way to operate under normal conditions, while risk management protects those gains when conditions change. For example, ORION's data on route performance also helps dispatchers redesign routes quickly when weather or traffic disrupts service, and facility benchmarking supports decisions about which hubs can absorb rerouted volume. Christopher and Peck (2004) argue that resilient supply chains need both efficiency and flexibility; UPS's combination of detailed performance data and contingency capacity reflects that balance.
Critical Evaluation
Strengths. UPS's benchmarking is data-rich, engineered and tied directly to costs, which makes improvements measurable. ORION demonstrates that benchmarking can produce large financial and environmental gains at once. The company's risk strategies are diversified, addressing weather, labor, customer concentration and technology rather than a single type of threat.
Weaknesses. A focus on cost efficiency can remove slack from the network. Closing buildings and reducing fleet size may lower costs per piece but leave less spare capacity when disruptions occur, a trade-off that Christopher and Peck (2004) warn about. Internal benchmarks can also become self-referential: comparing routes and facilities with one another may miss practices used by competitors or other industries. In addition, the network reconfiguration makes historical benchmarks less useful, because facility comparisons are harder when volume, automation and building roles all change at once. Finally, strict productivity standards have historically created tension with workers, which can itself become a labor-relations risk.
Improvements. UPS could strengthen its approach by adding resilience indicators, such as time to recover after a hub closure or the percentage of volume that can be rerouted within 24 hours, to its benchmarking scorecard. Stress-testing the reconfigured network with disruption scenarios before closing facilities would show whether efficiency gains leave enough buffer capacity. External benchmarking against other logistics firms and industries, including airline operations and e-commerce fulfillment, would broaden the comparison set. Involving drivers and union representatives in setting standards could improve buy-in and reduce labor risk.
Conclusion
UPS shows how benchmarking and risk management work best together in transportation economics. Benchmarking at the driver, route, facility and network levels has produced measurable gains, most notably through ORION, while risk management strategies such as network redundancy, labor contingency planning, customer diversification and cybersecurity protect those gains from disruption. The main lesson is that efficiency and resilience must be measured together: an organization that benchmarks only cost may become fragile, while one that plans for risk without measuring performance may become inefficient. For transportation and supply chain managers, integrating the two creates a network that is both lean and able to recover.
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