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The Devil Is In the Details
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Don’t build your budget based on the published general base rate increases that you read about or you may find yourself with an unfavorable variance.  

It is rare that shippers are not charged with an out of area surcharge on some of their packages today so please take note.  UPS recently announced that they were increasing the cost of their Commercial Delivery Area Surcharge by $.10 to $1.60.  They have also created a new Extended Commercial Surcharge of $1.60.  UPS has reduced the number of zip codes in the Commercial Delivery Area from 23,705 to 20,276.  They then reclassified 16,826 or 83% of the Commercial Delivery Area zip codes as Extended Commercial Surcharge.  

As a result 47% of all zip codes are today subject to a surcharge.  Now we will have to wait until next year for the obvious next step.  It would seem only logical that the Extended Commercial Surcharge will increase at a greater rate than the Commercial Delivery Surcharge in the future.  

In addition, UPS has increased their Residential Surcharge from $1.05 to $2.05.

You may be thinking that the reduced cost of fuel will be a benefit this year.  It most likely will but not at the rate you think.  Because of the way fuel charges are updated on the first Monday of each month posted two weeks prior to the effective date, the January Fuel Surcharge reflected November 2008 DOE fuel costs.  So fuel charges are coming down but not at the rate you may have anticipated. 

Here is the bottom line.  If you are in negotiations with carriers focusing on the percentage discount that the carrier is offering on the base rate, this will not result in the best rate scenario.  What counts is the total cost of the delivered package. For the price components discussed above, from December 2005 through this January the base rate has increased 25% while the total cost for shipments has actually increased by 32%.  

Data2Logistics Business intelligence Group uses their expertise and generalized know-how to help our customers successfully negotiate with carriers and obtain the best combination of service and rates.  Call Karin Speaker at 239 707 7204 to learn more about how we can help you.
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