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When’s the last time you took a look at your shipping services 
agreement? If it’s been a while, now might be the time to dive back in. 

Shipping services agreements are the foundation of your relationship with your carrier. They 
lay out guidelines for how your packages will be shipped, including everything from rates to 
surcharges. Most agreements are based on earned discounts, or tiered rates that get lower as 
your shipping volume gets higher. 

But here’s what many businesses don’t know about shipping agreements: they aren’t contracts.

They aren’t set in stone for a certain period of time. Even after you’ve signed one, you can 
negotiate the terms to ensure you’re getting the best service and rates. And not only can you  
do that, you should.

SHIPPING  
SERVICES  
AGREEMENTS:  
What They Are, What They Aren’t
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The biggest reason to head to the 
negotiating table is also the simplest: it 
can lower your costs. That’s not limited 
to your overall rate. You may be able to 
chip away at ancillary fees too. Plus, 
remember that your total cost of shipping 
includes more than rates and charges. 
Substandard shipping can lead to more 
customer service calls and requests for 
refunds, which drive up internal costs. 

The right agreement will improve the 
quality of your shipping, while lowering 
all these costs in the process.

So when is the best 
time to negotiate  
your agreement?

Many businesses take this on during the 
annual rate increase season. Over the 
past several years, average shipping rates 
have risen between 4 and 5 percent 
annually, and that trend shows no sign of 
stopping. Negotiations can sometimes 
help offset these increases. 

However, because agreements are 
evergreen, you don’t need to wait until 
January to negotiate. There are many 
reasons to negotiate sooner, such as a 
change in shipping volume. If you ship 
fewer packages than you used to, earned 
discounts mean that the terms of your 
agreement may not be as attractive as 
they were when you first signed. The 
same goes for a change in the average 
size of your packages. If your average 
package weight or dimensions go up, 
your tiered rate may too.

WHY WOULD 
I NEGOTIATE 
FOR A BETTER 
AGREEMENT?

4-5%
AVERAGE ANNUAL 
RATE INCREASE
Reveel Group
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Companies might feel a sense of loyalty 
to major carriers for a variety of reasons. 
Maybe they enjoy the compelling perks 
those carriers can offer. Or maybe 
they aren’t aware of other carriers who 
might be a better fit for their business. 
However, remember the true purpose 
of a shipping partner: delivering your 
items quickly and reliably, at the lowest 
possible cost.

Even if you’re a legacy customer of a 
major carrier, take a careful look at your 
agreement, and compare the terms 
to your needs. If some facets don’t 
measure up, a different carrier might 
meet your needs more effectively. 

And during the exploration phase, don’t 
rule out smaller carriers. They can often 
provide more flexibility and personalized 
options than a massive corporation can, 
without sacrificing delivery range or 
speed. 

Explore the whole 
landscape — you  
never know what you’ll 
find until you look.

Explore All Your Options

HOW SHOULD  
I GET READY  

FOR  
NEGOTIATIONS?



:

The saying “knowledge is power” is especially true when it 
comes to negotiating your shipping agreement. The more you 
know about your business’s trends, needs and package types, the 
better you can represent yourself to your carrier — and the better 
solution they’ll be able to provide.

Come prepared for negotiations with a robust data file. Most of 
the critical metrics you’ll want can be accessed relatively easily:

Assemble Your Data File

WEIGHT AND DIMENSIONS

This will help your shipping partner accurately estimate  
your standard and dimensional (DIM) weight costs.

VOLUME

How many packages do you ship daily on average? This 
helps your carrier determine what kind of services will  
meet your needs.

SERVICE  TYPE

Do you usually ship lightweight parcels? Parcel Select, 
Priority Mail or First Class? This all influences your average 
cost, and how well certain carriers can service you.

ZIP CODE

If you frequently ship to certain areas of the country, your 
shipping partner may be able to reduce your number of 
transfers or otherwise streamline your shipments.

Q:

Q:

How much data should 
I include in my file?
A month’s worth of data is 
usually enough to identify 
general trends. Less than that 
may provide a skewed picture.

Your carrier doesn’t need 
identifying information about 
your customers, such as names 
or addresses, and most carriers 
won’t ask for this. If you still have 
privacy concerns, any reputable 
carrier will sign a non-disclosure 
agreement upon request.

Is my data file a 
privacy risk?

FAQs
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WHAT  
RED FLAGS 
COULD COME 
UP DURING 
NEGOTIATIONS?

Your shipping rate mostly defines your 
shipping costs. However, don’t forget that 
many carriers add on additional charges. 
These charges may seem minor — a few 
dollars here, a few dollars there — but 
when they’re tacked on to package after 
package, they add up.

Ancillary charges are a major source 
of frustration for many businesses, 
since they increase costs in ways that 
can be tough to follow. According to 
Parcel Magazine, almost 36 percent of 
companies name ancillary charges as 
their number-one complaint about their 
domestic carrier.

Many carriers will negotiate or even offer 
waivers for some of these charges. To 
make that happen, it’s important to know 
what you’re actually being charged. The 
more transparent your carrier is on this 
point, the easier your job will be.

36%
BUSINESSES WHO 
NAME ANCILLARY 
CHARGES AS THEIR 
TOP SHIPPING 
COMPLAINT
Parcel Magazine 2017 Carrier Performance Survey

Ancillary Charges
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Complex Invoicing

Common Ancillary Charges

 DELIVERY AREA SURCHARGES
  Many carriers apply delivery area surcharges (DAS) to both 

residential and commercial deliveries in rural ZIP codes. This makes 
sense from the carrier’s perspective: shipping to rural areas is less 
efficient. However, 25 percent of the U.S. population lives in these 
areas, so try negotiating for lower or waived DAS.

  EXTENDED DELIVERY AREA 
SURCHARGES

  On top of DAS, some carriers charge an extra fee for deliveries to 
rural addresses that are far from their hub. It’s worth noting that 
the U.S. Postal Service has more hubs nationwide, and so doesn’t 
apply this charge.

 FUEL SURCHARGES 
  Fuel is generally one of the top expenses for your carrier, so they 

add a fee to your transportation costs to help offset it. It’s in your 
best interest to negotiate for a flat surcharge, so fluctuating oil 
prices don’t drive up your costs.

 DIMENSIONAL WEIGHT 
  To calculate dimensional (DIM) weight, carriers multiply your 

package’s length, width and height, then divide by a set number 
called the divisor. If packages are large but light, DIM weight can 
make costs skyrocket. Negotiating for a higher divisor will lower 
your charges on each package.

 DELIVERY REATTEMPT CHARGES 
  If your carrier has to make multiple trips to deliver one package, 

they’ll likely add a surcharge to cover extra fuel, time and effort. 
Negotiate to make sure you aren’t charged when the carrier is at 
fault — for example, if they go to the wrong address.

 OVERSIZE CHARGES
  Most carriers will add a surcharge for packages that require special 

handling. If your packages are on the large side, clarify what your 
carrier’s definition of “oversize” is, and negotiate for a discount if 
most of your packages are likely to cross that threshold.

When evaluating your agreement, reviewing your 
invoices is usually a good place to start. Ideally, you 
should see all charges associated with a package in one 
invoice. This makes it easy to work out the average cost 
of shipping a package under your current agreement. 

But some carriers make it hard to see how much you’re 
actually paying per package. They stagger charges across 
multiple billing periods. You might see the base charge 

on one invoice, a delivery surcharge on another and a 
fuel surcharge on a third.

Simple invoicing will help you see the average cost of 
shipping a package at a glance, confirming whether 
your agreement is a good deal or not. It’s also a sign that 
your shipping partner is committed to being upfront and 
transparent with you.
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In some cases, though, negotiation 
might not go the way you want. Maybe 
your carrier is unwilling or unable to 
compromise on a point that’s essential to 
you. Or maybe they’re not negotiating in 
good faith, baking in fees you don’t feel 
are necessary.

In those cases, it might be worthwhile 
to put out a new bid. Show your data to 
a different carrier and see what they can 
offer. Maybe they can provide a more 
economical solution for a subset of your 
packages, or maybe they’ll be the right 
fit for your entire enterprise. You might 
be pleasantly surprised by what you 
discover with a little digging.

A successful negotiation is usually easy to 
recognize. You’ll end with terms that meet your 
needs and satisfy your list of must-haves, and  
your shipping partner will be happy to have earned 
your business. For now, you’re done — until  
the time to negotiate rolls around again.

WHAT’S 
NEXT AFTER 
NEGOTIATION?



OSM Worldwide provides reliable, data-driven shipping 
solutions that help businesses deliver packages faster and 
more cost-effectively. Our award-winning OSM Premium 
Network and partnership with the U.S. Postal Service 
allows us to ship packages anywhere in the nation in as 
few as 1–5 business days. In addition to being a recipient 

of the USPS Mail Solutions Award, OSM maintains 
partnerships with leading postal authorities in nations 
around the globe. Our commitment to customer service 
means that our clients can expect individualized delivery 
options, simple invoicing and personal assistance to help 
their businesses succeed.

To request an evaluation of your shipping process and receive a quote, call 866.681.7867 or visit osmworldwide.com


