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Freight charges are a major expense for many organisations, especially for those who rely on the 
distribution and transportation of goods for their day-to-day operations. At Freight Cost Solutions 
we see far too many companies who are paying as much as 40-60% more for their freight than they 
need to. Are you one of them?

The movement of goods may be the foundation of your business operations but that doesn’t mean 
you should pay more than you have to or accept overcharging and spiraling costs without question. 

In spite of the big dent their freight costs make on their business bottom line, many organisations 
end up paying too much for their freight when they could be savings hundreds of thousands of 
dollars a year. 

If you are looking to save money on your freight costs and free up some cash for other areas of 
your business, or you just want the peace of mind that comes with knowing you’re not being ripped 
off, this e-book is for you. 

We’ve put together nine easy to implement suggestions that can get you immediate and significant 
savings on your freight and transportation costs. Read on and start saving on your freight costs 
today! 

INTRODUCTION
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There is a saying that knowledge is power and 
this is never truer than in the confusing and often 
bewildering world of freight charges. 

If you know your zone to postcode files, understand 
cubic conversions and have a handle on the way 
your freight provider is calculating your costs you 
have a much better chance of getting a good rate. 
Knowing the industry standard rates for different 
charges also lets you identify how and when your 
freight company is overcharging you and gives 
you the confidence and knowledge to negotiate 
successfully.

Here are some of the factors you will need to 
understand if you want to save money on your 
freight costs:

The different basic charges that your provider 
applies,

Your kilogram rate,

Minimum charges and how they work,

Your carrier’s zone to postcode files and how 
they are used to calculate your freight rates,

Your carrier’s pallet, carton and cubic rates 
and how they apply to your freight,

Where the weight breaks are,

Your freight provider’s cubic conversion rates,

What the industry standard rates are so you 
can identify if you are being overcharged.

If you think this sounds confusing, you’re right! 
However, once you are on top of the terminology 
and calculations, it is going to be far more difficult 
for any freight company to pull the wool over your 
eyes. 

If you don’t have time to get your head around it 
all, there are professional freight auditing services 
such as Freight Cost Solutions who can do the 
work for you, who know all about the different 
ways that freight companies overcharge and can 
identify potential cost saving opportunities on your 
behalf.

EDUCATE YOURSELF1
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Zone to postcode files are one of the biggest sources 
of confusion for businesses trying to understand 
and manage their freight costs and they can also 
be a common cause of misunderstandings and 
overcharging. 

Getting to the bottom of your carriers’ zone to 
postcode files may be a complex task but it is well 
worth the time and effort.

What are zone to postcode files?

When you have freight delivered to any regional 
or metropolitan area, you will be charged based 
on the distance your freight is being transported. 
These distances are calculated by the freight 
company using a system of zones, based on 
different postcode areas. These are known as the 
carrier’s zone to postcode rates.

Unfortunately for anyone trying to compare rates 
from multiple carriers, every freight provider in 
Australia has a different system. 

This means that trying to work out who is going 
to get you the best rate from point A to point B 
is usually a complete headache, especially if you 
have multiple items going to different destinations. 

Why is it so important to understand zone to 
postcode rates?

Many businesses fall into the trap of assuming that 
all transport companies’ zones for capital cities 
and major ports include the same postcodes. 
This is most definitely not the case and it’s an 
assumption that can easily lead to overcharging.

Some transportation companies will designate 
certain postcodes within a cheaper delivery area 
while others will have them in a premium area. 
Always inspect the zone to postcode files for your 
carrier to find out what you are being charged for 
and especially when you are comparing carriers to 
find out the best rate.

KNOW YOUR ZONE TO POSTCODE FILES2
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Cubic conversion factors can be another major 
source of confusion when trying to understand 
freight charges. Many people don’t realise that 
their freight costs will be calculated not simply on 
the weight of their items, but on their cubic volume. 

The reason for this is that while objects can 
have different weights, they also have different 
dimensions so a box of feathers may weigh very 
little but it will still take up space in a truck so that 
needs to be accounted, and paid for. 

When determining how much to charge, your 
provider will work out the cubic weight and the 
deadweight (actual weight) of your items and 
charge you for whatever works out the higher of 
the two.

Problems can occur when an item being transported 
doesn’t fit into the exact cubic conversion factor 
designated by the freight company. This conversion 
factor is the standard figure used by the freight 
company to convert dead weight to cubic volume.

The cubic conversion rate is something you need 
to pay especially close attention to if you are 
transporting light fragile goods that need a lot of 
packaging, or anything else that may be bulky but 
has a low deadweight. 

How to calculate your cubic conversion factor

The cubic weight is calculated using a standard 
formula of length x width x height x conversion 
factor. This conversion factor varies between 
carriers but the standard is 250 for domestic and 
as much as 333 for international freight.

In many cases the cubic conversion rate can push 
your per kilo rate up by as much as 20%-30%. 

Contrary to what you might believe, you can 
often negotiate a lower cubic conversion rate. 
Knowing and understanding your deadweight vs. 
your cubic weight can give you negotiating power 
with the shipping companies and help prevent 
discrepancies and unfair charges. 

FACTOR IN CUBIC CONVERSION3
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Are you sending more freight and watching those 
costs rise year on year? Escalating costs can 
be a particular problem for companies whose 
freight volumes are increasing and whose freight 
providers keep hitting them with annual fee 
increases on top.

What many people don’t realise is that the higher 
the volume of freight you send, the cheaper it 
should be. Volume discount brackets are standard 
across the transport industry and they mean that 
as you distribute more freight, the kilogram rate 
should decrease proportionally. 

Unfortunately many freight companies don’t 
adhere to this and continue to raise their fees year 
on year, while applying the same volume discount 
to their customers that they were eligible for when 
they first signed up, regardless of any volume 
increases. 

The only way to find out if this is happening to 
you is to find out the volume discount brackets 
for your freight provider and check whether your 
freight volumes have pushed you into a higher 
one. If they have and you’re not being discounted 
accordingly, take it up with your provider!

MAKE USE OF VOLUME DISCOUNTS4
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Are you getting the appropriate level of service for 
your needs? Do the transit times quoted by your 
transport company meet industry standards?

These are important issues for most companies 
but they are questions that are not always asked, 
and this can lead to performance issues and 
unnecessary additional costs. If your customers 
are happy with three day shipping terms do 
you really need to be paying extra for overnight 
delivery?

Shipping via land instead of air can save you a lot 
of money on your freight, and if you are paying for 
airfreight when land will do, your freight charges 
are going to be much higher than they need to be. 

When deciding what transit times to use, check 
that your freight provider offers industry standard 

timeframes, otherwise you run the risk of paying 
extra for a supposedly “priority” service to meet 
your company’s freight needs when a standard 
service from another provider would deliver your 
freight in the same time frame and for a lot less.

Another way transit times can be significant for 
your freight costs is if you are sending freight 
at a more expensive time unnecessarily. Many 
freight forwarding companies offer cheaper 
rates on weekends and at other off peak times 
and depending on the delivery requirements of 
your business and your customer expectations, 
you may be able to utilise these cheaper times 
to save money while still meeting your customer 
expectations. 

LOOK AT TRANSIT TIMES5



8

It may be time consuming, but checking your 
invoices each month can help you identify 
overcharges before they build up and cause 
serious damage to your bottom line. 

Many people we speak to don’t realise just how 
common invoicing errors are in the transportation 
industry. Unfortunately invoice errors are incredibly 
common but due to the general confusion around 
rates and charges, they often go unnoticed. 

By keeping a close eye on the different rates 
and charges that are listed on your invoice, you 

can have a good chance of identifying mistakes 
and bringing them to the attention of your freight 
provider, which can keep your costs lower.

If you don’t have the time or inclination to spend 
hours going through carrier invoices each month, 
outsourcing to a freight auditing service, like 
Freight Cost Solutions, may be beneficial. We use 
specialised auditing software programs to further 
identify incorrect charges so you can be sure 
nothing will slip through the net.

CHECK YOUR INVOICES AT THE END OF EACH MONTH6
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Freight providers love surcharges and there is 
no point negotiating a fantastic rate with your 
transportation company if you are going to have to 
pay a list of surcharges with every consignment.

Some of the surcharges you could be hit by include:

Remote delivery surcharge

Dangerous goods surcharge

Regional pickup surcharge

Home delivery surcharge

Over maximum limits fees

Minimum fees

Large package surcharge

It’s important that you understand what all of these 
charges mean and when they will apply to you 
so you can be confident that low kilo rate you’ve 
found is the rate you will actually be paying.

Fuel levy

The fuel levy is a controversial charge that is 
considered standard in the industry. Fuel levies are 
often based on backdated rate cards that use fuel 
prices from a few years previously (when diesel 
was more expensive) rather than being based on 
current market rates. 

Considering the amount of tax offsets and rebates 
shipping companies get towards their wholesale 
diesel costs, on balance, they are out of pocket 
very little at the end of the financial year. The fuel 
levy is a nice revenue raiser for them and one 
that’s rarely questioned by customers.

Fuel levies vary considerably between providers 
and they can add a significant amount to your 
overall costs. If you haven’t already, look around 
to see what other freight companies are charging 
their customers for a fuel levy. You may be 
surprised at the variation. 

LOOK OUT FOR SURCHARGES AND LEVIES7
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Do you use multiple carriers for your freight? This 
could be driving your costs up and stopping you 
taking advantage of volume discounts and other 
cash saving incentives. 

Using fewer carriers and transporting higher 
volumes of freight with each one can attract a 
volume discount and save you significantly.

By focusing on one or two providers instead of 
multiple providers you get more negotiating power 
and have fewer invoices to check and keep track 
of.

REDUCE THE NUMBER OF CARRIERS YOU USE8
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If you are looking for the highest possible reductions 
in your freight costs, it’s well worth engaging the 
services of a professional freight rate auditor such 
as Freight Cost Solutions. We will go over your 
freight charges and identify ways that you can 
reduce your rates as well as help you find quality 
freight providers who won’t rip you off.

The freight rate auditing process includes looking 
at every aspect of your freight costs from the 
rates you’re paying to whether you are being 
overcharged on your invoices. We can also help 
you tender for new business and find out whether 
you can get a better deal elsewhere, and negotiate 
on your behalf.

Freight auditing services use specialised software 
that makes calculating charges, understanding 
postcode zones and spotting invoice errors a 
breeze. This combined with their specialised, in 
depth knowledge of the industry can give you 
unrivaled power and insight into what you are 
really paying for your freight. 

At Freight Cost Solutions we have enabled many 
of our customers to save up to 60% on their freight 
costs. When you consider what a significant 
expense freight charges are for your business, 
the percentage you could save may add up to 
hundreds of thousands of dollars. Using a freight 
auditing service could potentially transform your 
business. 

SEEK PROFESSIONAL HELP9
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There are a multitude of tricks freight companies use to squeeze money out of their customers and 
education is the key to keeping your freight costs low. By understanding where your organisation 
is losing money on freight you can identify potential for savings and reduce your costs by hundreds 
of thousands of dollars a year.

What could your business do with an extra few hundred thousand a year? If you want to be confident 
you are saving everything you can on your transportation costs you will want to use a professional 
freight auditing service like Freight Cost Solutions. We can help ensure you are getting the best 
possible rate for your freight, identify any overcharges and review your invoices on a monthly basis 
to make sure everything is in order.

Don’t let escalating freight costs impact your business – rein them in with the tips outlined in this 
e-book or call Freight Cost Solutions for help.

CONCLUSION

1800 428 348 

www.freightcostsolutions.com

https://www.facebook.com/pages/Freight-Cost-Solutions/1513328128883304
https://twitter.com/freightcost
https://www.linkedin.com/company/freight-cost-solutions-pty-ltd?trk=tyah&trkInfo=tarId%3A1412636820234%2Ctas%3AFreight+cost+%2Cidx%3A2-1-4
http://feeds.feedburner.com/com/Freightcostsolutions
https://plus.google.com/107783110707865109149/about

