AMPLIFA PROCUREMENT GLOSSARY

Freight Surcharge: Understanding and
Managing Freight Surcharges in Procurement

The freight surcharge is a surcharge on the product price intended to pass on specific or flat-rate
transport costs to the customer. It is widespread in industry and trade and is often calculated
dynamically on the basis of indices such as diesel or carriage rates. For buyers, it is frequently this
item that determines whether an offer is genuinely good value or merely appears so at first glance.

Key facts

» A freight surcharge is a separate, usually percentage-based or flat-rate surcharge on the net price to
cover transport costs.

» Typical triggers are diesel or fuel indices, fuel costs, thresholds for minimum volumes, or temporary
bottlenecks in logistics.

* In practice, such surcharges often range from around two to ten percent of the goods value, and
above that in times of crisis.

» Transparency about the calculation formula and the underlying index is the buyer's most important
negotiating lever.

» Without clear contractual provisions, there is a risk of retroactive additional claims, especially with
‘provisional’ surcharges.

« Freight surcharges directly affect the landed cost and therefore costing, contribution margin and
procurement reporting.

Definition: Freight Surcharge

A freight surcharge is a surcharge itemised separately by the supplier that reflects transport and
logistics costs independently of the actual product price. It is usually calculated as a percentage of the
net price or as a flat rate per shipment, pallet or kilogram.

Distinction from other price components

The freight surcharge is not identical to freight under the Incoterms: under the EXW delivery clause, the
buyer bears the transport costs anyway, while under DDP they are included in the product price. Nor
should the surcharge be confused with a discount or a minimum order value fee. It is an independent
price component block that should be clearly itemised in the quotation, the order and the invoice. Only
then can it later be verified, negotiated or eliminated.

* Incoterms govern who formally bears the freight — not how it is invoiced.
» A freight surcharge is a dynamic price component, not a fixed-price element.

Typical forms

In practice, buyers encounter several variants: the indexed fuel surcharge linked to diesel or carriage
prices; the flat rate for small shipments or minimum quantities; surcharges for special routes, express or
dangerous goods requirements; and temporary crisis surcharges during container shortages or port
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congestion. Each variant follows its own logic and requires its own evaluation logic in the buyer's offer
evaluation tier hierarchy.

Methods and approach: analysing and negotiating surcharges

Professional handling of freight surcharges begins long before the order. It starts with the request for
guotation, runs through negotiation, contract design and ongoing invoice verification, and requires a
methodical approach that creates transparency before costs arise.

Creating transparency in the enquiry

The procurement guideline and the enquiry documents should already stipulate that freight costs are
either to be included entirely in the product price (ideal case, especially under DDP) or to be itemised
according to a transparent formula specified by the buyer. The enquiry should ask about the Incoterm,
the delivery profile (number of pallets, weight, volume), the delivery frequency and the desired types of
surcharge. This makes offers from different suppliers comparable — a basic principle that also applies to
commodity strategy and the creation of a data catalogue.

» Specify uniform Incoterms in the enquiry.
« Contractually fix the evidence formula and index source.
* Demand separation of product, packaging and freight costs.

Reviewing and challenging the calculation logic

A reputable surcharge can be recalculated: which index is used, as of what reference date, with what
weighting and rounding logic, are there caps or adjustment windows? Often the formula is asymmetrical
— the surcharge rises quickly but falls only reluctantly. Here it is worth negotiating symmetrical
adjustment mechanisms and fixed settlement intervals. It should also be clarified whether the surcharge
takes account of economies of scale (e.g. graduated by shipment size).

Reviewing alternative price structures

Instead of a dynamic surcharge, a fixed freight price per pallet, tonne-kilometre or shipment can be
agreed — often in return for small mark-ups on the product price. For high volumes or critical parts, it
may make sense to handle logistics in-house, for example via a framework agreement with a freight
forwarder, or — as part of a supplier landscape analysis — to deliberately favour suppliers with a more
favourable geographical location. This can also indirectly strengthen the dual sourcing ratio, as transport
dependencies decline.

Key KPIs: making freight surcharges measurable

Freight surcharges can only be managed if they are visible. This requires KPIs that capture the share of
transport costs in total procurement costs and make their development comparable over time and
across suppliers.

Key KPIs at a glance

The most important metric is the freight surcharge share of the goods value, typically measured across
all suppliers and product families. Also useful: the volatility of the surcharge (range of variation over
twelve months), the difference between the agreed and the actually invoiced formula, and the rate of
surcharges invoiced without verifiable evidence.
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« Freight surcharge ratio: surcharge total divided by goods value.
» Index deviation: actual surcharge versus calculated justified surcharge.
« Complaint rate in the freight area as an early-warning indicator.

Integration into procurement controlling

Freight surcharges should be integrated into procurement reporting, for example into accrual account
reconciliations and ongoing price analysis. Anyone who maintains the figures in a central data catalogue
or reference data pool can avoid distortions in materials management — for instance when freight costs
silently end up in the material price and distort price comparisons. Early-warning indicators such as
rising index values or changed surcharge formulas from key suppliers should be monitored
systematically in order to prepare budget defences and negotiations in good time.

Relationship with other procurement KPIs

Freight surcharges affect other KPIs: they increase the landed cost and thus the extent of price
variances, they impair cost predictability when volatility is high, and they can burden the first-delivery
rate within the requisition cycle time when express and special-route surcharges become the norm.
Anyone who closely integrates capacity planning and scheduling with transport management reduces
the costly workarounds in response to short-term bottlenecks.

Risks and controls: avoiding typical pitfalls

Freight surcharges carry several risks: from unclear contractual bases and impermissible additional
claims to the cumulation of several surcharges on the same cost block. Controls must therefore already
start with contract design and systematically accompany ongoing settlement.

Contractual safeguards

The surcharge should be given its own contract clause specifying the formula, index source, reference
date, adjustment frequency, caps and termination rights in the event of extraordinary developments. For
ongoing projects, a change-order clause can clarify how changed freight costs are to be treated in the
event of scope changes. The legal validity of unilaterally declared price changes is, in detail, a matter of
national law and the specific contract design — this should always be reviewed case by case, if
necessary with the support of the legal department.

* Fix the formula, index and reference date in writing.
* Agree symmetrical adjustments (upwards and downwards).
» Provide for termination rights in the event of permanent index changes.

Avoiding cumulation and duplication

A common error is double charging: the supplier includes freight in the product price and additionally
applies a surcharge. Surcharges on surcharges are equally critical — for example, when a fuel surcharge
is calculated not on the pure freight but on the sum of freight and product. The contract should clarify
which basis the surcharge is to be applied to and which costs are already included in the product price.

Invoice verification and match-and-merge

In ongoing settlement, surcharges belong in automated invoice verification. Match-and-merge rules
should be configured so that surcharges are only passed through when the formula and index basis
match. Deviations lead to manual clarifications — which can cost more than the surcharge itself if they
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proceed in an unstructured manner. In e-procurement systems, the check can be largely automated,
provided reference data and calculation logic are properly stored.

Traceability of additional claims

Retroactive additional claims — for example, when a supplier increases a 'provisional’ surcharge months
later — are a classic point of dispute. Countermeasures include contractually stipulated evidence
obligations, binding validity periods and the obligation to announce planned surcharge changes in
writing with a reasonable lead time.

Current developments: sustainability, volatility and digitalisation

Freight surcharges are not a static topic. Fuel prices, regulatory requirements and the digitalisation of
logistics are constantly changing how surcharges are calculated, justified and negotiated.

CO2e and sustainability-related surcharges

Alongside classic fuel surcharges, sustainability-related components are gaining importance:
surcharges for climate-neutral transport, for the use of certain drive types, or for CO2e reports per
shipment. For buyers, it is becoming more important to distinguish between genuine cost arguments
and sales arguments. A supplier energy audit or a supplier assessment with a sustainability dimension
can help to evaluate such surcharges objectively and, if necessary, to challenge them.

Volatility and supply chain resilience

Crises in shipping, port bottlenecks or geopolitical events lead to significant freight surcharges at short
notice — especially in overseas business. This hits companies that rely heavily on individual transport
routes or a few freight forwarders. Supply chain resilience strategies — such as multiple transport routes,
longer lead times or regional sourcing — have a direct effect on the level of surcharges here. A deliberate
decision on the depth of in-house production or on regionalising procurement can also reduce
dependence on volatile freight markets.

Digitalisation and data foundation

Modern transport management systems and digital marketplaces make freight costs more transparent
and comparable. Price data and index values can be reconciled automatically, which strengthens the
buyer's negotiating position. Anyone who maintains their shipment data in a structured way can also
establish realistic benchmarks and evaluate offers better — an effect that is becoming increasingly
relevant in system supplier evaluations and across the entire offer evaluation logic.

Typical metrics

Freight surcharge ratio: typically 2—-10 % of the goods value
Share of surcharges in procurement volume; analyse separately by product family.

Surcharge volatility: range of variation over 12 months
High volatility argues for fixed-price or cap negotiations.

Formula compliance rate: > 98 %
Share of invoiced surcharges that exactly match the agreed formula.

Freight complaint rate: <2 %
Share of disputed freight line items; serves as an early-warning indicator.
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Practical example

A medium-sized mechanical engineering company with several hundred active suppliers noticed during
its annual review that freight surcharges had risen continuously over two years — without the goods
value having increased to the same extent. A systematic analysis showed that various suppliers used
different, partly overlapping surcharge mechanisms, including fuel surcharges with high volatility and flat
rates that no longer matched the actual shipment size. The company responded with a structured
programme.

« Uniform freight clause in new framework agreements: formula, index source, caps and adjustment
frequency fixed.

« Freight surcharge ratio introduced as a monthly KPI and integrated into procurement controlling.

« Match-and-merge rules in the e-procurement system tightened so that unsubstantiated surcharges
are no longer approved automatically.

« For two core components, a fixed freight price was negotiated instead via a logistics service model,
which noticeably reduced volatility.

Conclusion

Freight surcharges are an seemingly small element of procurement costs that is often significant in
aggregate. Their significance lies less in the amount in individual cases than in their dynamics and in the
question of whether they are transparent, traceable and negotiated. Buyers who standardise surcharge
logic from the outset, establish KPIs and automate invoice verification create predictability and negotiate
from a far stronger position. Those who ignore the topic often pay for it unnoticed — year after year. A
targeted look at formula, basis and volatility is therefore one of the simplest levers in operational cost
management.

Frequently asked questions

What is a freight surcharge?

A freight surcharge is a separately itemised surcharge on the product price that reflects transport and
logistics costs. It is usually calculated as a percentage or as a flat rate and is often linked to fuel or
freight indices. For buyers, it is an independent cost block that should be negotiated and reviewed
separately.

How high is a typical freight surcharge?

In practice, fuel and freight surcharges typically range from around two to ten percent of the goods
value, and in times of crisis or on special routes considerably more. The actual amount depends on the
mode of transport, distance, shipment size and the contractual formula. More important than the
absolute level is the traceability of the calculation.

How can freight surcharges be negotiated or reduced?

Key levers include a uniform Incoterm strategy, demanding a transparent calculation formula with an
index source, symmetrical adjustment mechanisms and caps. Alternatively, fixed freight prices can be
agreed, or logistics can be managed through the buyer's own framework agreements. A supplier
landscape analysis based on geographical proximity can also reduce the surcharge burden in the long
term.
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Must a freight surcharge be itemised separately on the invoice?

As a rule, separate itemisation is recommended, as it facilitates review, posting and later negotiation.
The legal requirements for invoice itemisation — for example under VAT law — depend on the individual
case and should be checked with the tax or legal department if in doubt. Clear itemisation also avoids
conflicts in automated invoice verification.

What is the difference between a freight surcharge and Incoterms?

Incoterms govern who formally bears the transport costs and where the transfer of risk occurs — for
example under EXW or DDP. The freight surcharge, by contrast, is a price component with which the
supplier passes on its transport costs to the customer. Both levels must be considered together,
because the delivery clause determines whether a surcharge is even permissible or constitutes double
charging.

How do I identify impermissible or duplicate freight surcharges?

Indicators include missing evidence of the calculation, a surcharge despite freight already being
included in the product price (e.g. under DDP), calculating the surcharge on freight plus product price
rather than on freight alone, or retroactive claims without a contractual basis. Automated
match-and-merge rules and a central data catalogue help to uncover such anomalies systematically.
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