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Preface

Ever been set up on a blind date by a friend? If you have—whether it was a success or a disaster—you’ve essentially seen a broker in operation.

The role of a broker is to bring two parties together. That might be in a social setting, such as the matchmaker who introduces a single man to a single woman. Or it might be in a business setting, such as a real estate broker who brings buyers and sellers together, a stock broker who brings investors and companies together, or a freight broker who brings shippers and carriers together.

Of course, when your Great Aunt Agnes wants to introduce you to that “perfect” person, the only reward she’s hoping for is the satisfaction of being the catalyst behind a successful relationship—and perhaps some recognition at the wedding. But in business, brokers expect to be compensated for their matchmaking efforts, and justifiably so. They perform an extremely valuable service, bringing together buyers and sellers who might not otherwise be able to find each other and assisting in negotiating the terms of the transaction.

Brokers in passenger transportation are typically known as travel agents. Their function is to identify and arrange the most appropriate travel methods for their clients, whether it’s booking a single, one-way seat on an airplane or putting together an elaborate tour package that includes surface and air passage, hotels, meals and recreation.

On the freight side of the transportation industry, the primary role of a broker is to help companies that need to ship cargo find a trucking company that can deliver the shipment on time and in good condition and provide any extra services that may be required—all at a competitive price.

Why can’t shippers just do this for themselves? Simply put, because it isn’t practical or realistic for them to be intimately familiar with the service and rate structures of hundreds of different motor freight companies. Even if they build in the cost of the broker’s commission—which the carrier, not the shipper, often pays—most shippers save money and receive better service by using a freight broker rather than shopping around for freight services on their own. It’s similar to using a travel agent; although many people think it costs more to use one, it’s often cheaper to go through a middleman (travel agent, broker, or otherwise) than it is to make transactions directly.

From the carrier’s perspective, the broker brings in business that the carrier might not have been able to find on its own. Unlike an in-house salesperson, the broker is only paid when the carrier hauls a load. Carriers respect and appreciate the role brokers play in keeping the transportation industry moving.

Of course, there’s much more to the process than making an introduction and collecting a commission. Brokers work hard in a fast-paced, demanding environment. They thrive on stress, enjoy challenges, and are consummate “people” people. If your ideal business includes a predictable routine and a limited amount of human contact, stop reading right now, because a freight brokerage isn’t for you. But if you want minute-by-minute change, unexpected crises, and daily opportunities to stretch your creativity and problem-solving abilities to the maximum, you’ll make a great freight broker.

This book will take you through the process of starting a freight brokerage, beginning with a general overview of the freight industry and the role brokers play. It will explain basic requirements and startup costs. You’ll learn about day-to-day operations when things are going well—and when they’re going wrong. We’ll discuss how to find, hire and keep good employees—as well as what to do when you lose them. You’ll gain a solid understanding of the sales and marketing process, as well as how to track and manage the financial side of your business. Throughout the book, you’ll hear from freight brokers who have built successful companies and are eager to share what they learned.

Ready? Then turn the page to take the next step of your journey into one of the most fundamentally necessary and exciting businesses in the world: the freight brokerage.


1

Introduction

to the Freight Brokerage Business

The transportation industry in general, and the trucking industry specifically, are critical to the economic and social survival of local communities, the country, and, indeed, the entire world. Think about the times major transportation systems have failed because of mechanical problems, natural disasters, or labor conflicts. When cargo can’t move, the repercussions are serious and widespread. Store shelves are emptied, perishable goods spoil, factories are shut down, workers are idled—the list goes on.

The United States may be shifting from a manufacturing to an information-based economy, and technology is certainly impacting every business, but there will never be a time when goods do not have to move.

“Logistics professionals in the United States—shippers, intermediaries, and carriers—have transformed the way we do business,” says Robert A. Voltmann, president and CEO of the Transportation Intermediaries Association (TIA) in Alexandria, Virginia. “In the process, our national economy has been transformed as well. Transportation has become a strategic asset. Inventory is now stored in motion as we have been able to move to just-in-time delivery. More goods are being moved and with more efficiency and reliability than ever before.”

Take a look around your home or office. It’s highly unlikely that you have much—if anything at all—that didn’t reach you either entirely or partially by truck. The size and scope of the motor freight industry can be overwhelming. The good news is that there’s plenty of room for you to start and grow a profitable business serving the industry as a freight broker.

What exactly is a freight broker? Very simply, it is an individual or a company that brings together a shipper that needs to transport goods with an authorized motor carrier that wants to provide the service. The legal definitions of “broker” and “brokerage service” are found in the Code of Federal Regulations, 49CFR371.3:

Broker means a person who, for compensation, arranges or offers to arrange the transportation of property by an authorized motor carrier. Motor carriers, or persons who are employees or bona fide agents of carriers, are not brokers within the meaning of this section when they arrange or offer to arrange the transportation of shipments which they are authorized to transport and which they have accepted and legally bound themselves to transport.

Brokerage or brokerage service is the arranging of transportation or the physical movement of a motor vehicle or of property. It can be performed on behalf of a motor carrier, consignor or consignee. Nonbrokerage service is all other service performed by a broker on behalf of a motor carrier, consignor or consignee.








Fun Fact
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According to a recent survey in Transportation Journal magazine, the aspects brokers enjoy most about their work are solving problems for customers and the fast-paced environment. What do they find most frustrating? The lack of trucks, and the feeling that brokers are not respected as professionals.









A freight broker falls into the category of transportation intermediary, which is a company that is neither a shipper nor an asset-owning carrier, but plays a role in the movement of cargo. “Transportation intermediaries leverage their knowledge, investment in technology, and people resources to help both the shipper and carrier succeed,” says Voltmann.

Brokers provide an important and valuable service to both motor carriers and shippers. They help carriers fill their trucks and earn a commission for their efforts. They help shippers find reliable motor carriers that they (the shippers) might not have otherwise known about. In fact, some companies use brokers as their traffic department, allowing the broker to coordinate all their shipping needs.

Brokers are not new to the trucking industry; they’ve been around since the industry itself began in the early part of the 20th century. Prior to the 1970s, however, regulations governing brokers were so restrictive that few firms were willing to even try to gain entry into the industry. But with dramatic changes in federal transportation policy during the 1970s, regulatory restrictions have been eased, creating new entrepreneurial opportunities in the third-party logistics arena.

The Players
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An industry so huge and diverse requires a wide range of participants to thrive. Some of these participants’ titles may be a bit confusing, and some of their responsibilities may overlap. But to keep things clear and as simple as possible, let’s look at who the key players are and what they do.

       •   Freight broker. A freight broker is the middleman who connects shippers and carriers. Freight brokers are also known as “truck brokers,” “transportation brokers,” and “property brokers.” Though we will consistently use the term “freight broker” in this book, you may see or hear these other titles elsewhere.

       •   Shipper. A shipper is an entity that has products or goods to transport. Technically, shippers can be individuals or companies, but as a broker, you will deal most often with businesses in manufacturing or agriculture industries.

       •   Motor carrier. A motor carrier is a company that provides truck transportation. There are two types of motor carriers: private (a company that provides truck transportation of its own cargo), and for hire (a company that is paid to provide truck transportation of cargo belonging to others). There are two types of for-hire carriers: common and contract. A common carrier serves the public under two stringent obligations: compulsory service and liability for loss or damage to goods. A contract carrier transports freight under contract with one or a limited number of shippers.








Smart Tip
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Many shippers who have their own fleets (private carriers) occasionally function as contract carriers. Many of their trips are one way, and they often work with brokers to find loads to carry on their return trips. Build relationships with private carriers whenever you can.









       •   Freight forwarder. Often confused with freight brokers, freight forwarders are significantly different. Forwarders typically take possession of the goods, consolidate numerous smaller shipments into one large shipment, then arrange for transport of that larger shipment. To transport goods, surface freight forwarders use both motor freight and rail carriage; air freight forwarders use cargo and passenger airlines; and ocean freight forwarders use water carriers.

       •   Import-export broker. These people are facilitators for importers and exporters (import brokers are also referred to as customhouse brokers). Import-export brokers interface with U.S. Customs, other government agencies, international carriers, and other companies and organizations that are involved in international freight transportation.

       •   Agricultural truck broker. Generally small and operating in one area of the country, unregulated agricultural truck brokers arrange motor carrier service for exempt agricultural products.

       •   Shippers associations. Shippers associations are exempt, nonprofit, cooperative organizations formed by shippers to reduce transportation costs by pooling shipments. Shippers associations operate in a manner very similar to that of freight forwarders, but their services are limited to their members and are not available to the general public. Since trucking deregulation in the 1970s, the number of shippers associations has declined significantly.








A Truck by any other Name

The term “truck” is an umbrella word covering a wide range of equipment. Among the types of trucks you’ll need to be familiar with are:

       [image: ][image: ]   Dry vans (nonrefrigerated semitrailers)

       [image: ][image: ]   Refrigerated semitrailers (or “reefers”)

       [image: ][image: ]   Flats or flatbeds (flat trailers built to handle heavy loads such as metal and machinery)

       [image: ][image: ][image: ]   Liquid tankers (trailers designed to carry liquid or fine bulk materials)

       [image: ][image: ][image: ]   Ragtops (canvas-covered, boxlike trailers)

       [image: ][image: ]   Containers (shipping containers used for freight carried on ships or trains)

       [image: ][image: ]   Air-ride (trailers built to reduce road shock and designed to carry fragile items)









In a perfect world, of course, each entity in the industry would handle its traditional role and that’s all. However, the transportation industry is changing so rapidly that once-distinctive lines are blurring. Also, it’s quite common for a successful freight broker to expand his or her business by creating subsidiaries or additional companies that offer other freight services.








Smart Tip
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As a freight broker, you’ll build your company on repeat business. If you do a good job, you’ll rarely have a one-time customer. Most shippers have routine, repetitive shipments that move around the country on a predictable schedule. As you become familiar with these shipments, they become easier to handle.









A key issue, say industry experts, is that legal definitions have not been challenged recently, so freight forwarders may be acting as brokers and brokers may assume the role of freight forwarders. In the event of a cargo claim or nonpayment of bills, problems can arise when a company holds multiple authorities. The question becomes: Who was wearing what hat and when?

Clearly, pushing the proverbial envelope when it comes to services and operations has some definite risks, and you’ll want to carefully consider all your options when setting up your business.

How They Started
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Ask a class of first-graders what they want to be when they grow up, and you’ll likely hear things like doctor, firefighter, police officer and lawyer; it’s highly unlikely any one of them will say “freight broker.” So how did the successful freight brokers we talked with get into the business?

Bill Tucker’s brokerage in Cherry Hill, New Jersey, has employed three generations of his family. His father founded the firm in 1961 by purchasing one of the few broker’s licenses still operating at the time. Years later, Tucker was working in the computer industry when his father passed away unexpectedly. At first, he and his mother decided to sell the business rather than shut it down, so he helped run it while looking for a buyer. But after several months without a realistic offer, Tucker decided that he wanted the company for himself. He worked out a deal to buy the company from his mother, and now his own sons work for him. “I’ve never regretted it because it has been a great business,” he says.








Stat Fact
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Trucks carry 94 percent of all furniture, fixtures, and appliances for the American home.









After holding a variety of jobs in the transportation industry, Cathy Davis started MCD Transportation Inc. as a consulting and commissioned sales agency in 1986 and obtained brokerage authority in 1991. After she passed away in 2002, her daughters took over the Smyrna, Tennessee, company.








Working 9 to 5

While it’s certainly possible to start a freight brokerage as a part-time business and gradually work into a full-time operation, it’s not recommended. This is not a business where problems or issues can wait. You need to be accessible to your customers during regular business hours. If you’re not available to answer a question or quote a rate when they need the information, they may take their business elsewhere.

There’s also the image issue to consider. Whether it’s a valid perception or not, many people view part-time businesses as hobbies and their operators as less than professional. Those people are not going to trust their shipments to a part-time freight broker.

If you need more income than your business will generate in its early days, consider a full-time brokerage with a part-time job on the side—but be sure the hours you work at the other job won’t interfere with your brokerage; try to schedule that work for nights and weekends.









Chuck Andrews started his business in Indianapolis in 1993. Having spent his entire professional life working for trucking companies and railroads, he found the brokerage business tremendously appealing. “Out of all the transportation operations, a brokerage operation is very clean,” he says. “By that, I mean it’s basically a 7:30 A.M. to 5 P.M. operation. Very seldom do you have problems occur after that. Your operation runs Monday through Friday. When you’re on the trucking side of it, you have all the problems. If a guy blows a tire, he’s calling somebody at one or two o’clock in the morning to get money to fix it. With brokers, it’s our concern—we want the freight moving on schedule—but it’s not our problem because the driver is going to call his dispatcher or his company.”

For 18 years, Ron Williamson worked as a corporate traffic manager and director of distribution for several major corporations. He also had experience with a railroad and a transportation consulting firm. Finally, he could no longer resist the entrepreneurial urge: He started his brokerage firm in 1981 in Bloomingdale, Illinois, and has since founded two trucking companies as well.

Specialist or Generalist?

As a broker, you have the opportunity to handle many types of freight. You may opt to simply handle general commodity freight—materials that are typically easy to handle and don’t require any special attention.

Or you might want to develop some expertise in areas such as heavy equipment, oversized loads, perishable commodities or even hazardous materials.

Don’t limit your specialization plan to the commonly accepted areas; instead, find your own niche. Tucker, for example, does some interesting work for retailers. One major national chain hires his company to handle the distribution of point-of-sale promotion displays that have to be delivered to hundreds of stores on the same day. It’s a move that’s important but not frequent enough for the retailer to maintain the required expertise in-house. Other big businesses use Tucker’s company to manage shipments related to store openings and closings.








Bright Idea
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If you’re working for a carrier or broker now and are planning to quit to start your own brokerage, don’t assume the customers you have a good relationship with will automatically follow you. It often happens, but if you’re counting on one or more of those customers for early revenue, you could be in for a rude awakening.









Who’s Minding the Store?
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Even following deregulation, the transportation industry comes under the regulation of a number of different agencies. The least-regulated cargo is intrastate freight—shipments moving within the borders of a single state. That freight is regulated under the laws of the particular state and is also typically regulated by the state’s department of transportation, department of business and professional regulation, and/or the department of revenue and taxation.

For interstate shipments—shipments moving between states—the key regulatory agency prior to 1995 was the Interstate Commerce Commission (ICC), an independent agency created by Congress in 1887 to regulate commercial activity crossing state lines. The ICC was created in response to turmoil within the railroad industry and came about after an 1886 Supreme Court ruling that said states could not regulate interstate railroads, which effectively shifted the burden of regulation to the federal government.

The commission initially possessed limited regulatory powers, but by the early 1950s its jurisdiction extended to all types of surface transportation vehicles and channels. The agency was criticized for regulatory excess and setting artificially high transportation and shipping rates. By the early 1980s, deregulation of transportation industries had stripped the ICC of most of its authority to set rates. In 1995, Congress abolished the ICC and created a Surface Transportation Board (STB) within the Department of Transportation (DOT) to perform the small number of regulatory tasks that had remained with the ICC. Today, the primary agencies that oversee motor freight transportation are the STB, the DOT, and the Federal Highway Administration.

Do You Have What It Takes?

[image: ]

This is not a business for the faint of heart or the shy person who is happiest shuffling papers behind a closed office door. But courage and an extroverted personality alone won’t guarantee you a successful freight brokerage, either.

According to Cathy Davis, “Anyone involved in operations needs to be able to handle stress, make quick decisions, handle multiple tasks, have a good phone voice and communication skills, and possess some general business knowledge.” You not only need to understand the freight industry, but you must also appreciate the business demands your customers face.

Chuck Andrews agrees that communication skills and a solid foundation in the industry are important for brokers. You need to be able to speak industry jargon to demonstrate your knowledge. “The worst thing you could do is call a shipper and start fumbling on the phone,” he says. “He’s never going to give you any freight because he’s going to know right away that you have no knowledge of the business, and he would not trust his goods being moved with you.”

Ron Williamson says you’ve got to be “a good all-around person.” That means being comfortable with the financial side, the sales side, and the operations side.

The TIA’s Voltmann says, “The future for intermediaries is very bright as asset-owning carriers concentrate on what they do best, and shippers concentrate on their core competencies. Shippers and carriers need the innovation and expertise intermediaries provide. The result will be continued improvements, which will mean more choices for consumers and lower costs.”

So where do you start? Chapter 2 will tell you what you need to know to lay the foundation for your freight brokerage.








Stat Fact
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Trucking accounts for 81 percent of the nation’s freight bill and trucks move approximately 67 percent (by weight) of the nation’s freight.










2

What Does

the Business Require?

The dissolution of the Interstate Commerce Commission and other aspects of transportation deregulation have left many industry players confused about what is regulated and what is not. This chapter addresses the regulatory and practical requirements of starting and running a freight brokerage.

Freight brokers must register with the Federal Highway Administration (FHWA) (contact information is listed in the Appendix). This is not a complicated process. Essentially, you must file an application (form OP-1) and pay a filing fee, obtain a $75,000 surety bond (see “Bond . . . Surety Bond”) or establish a trust fund, and designate agents for service of legal process. The registration will remain valid as long as these requirements continue to be met.

The surety bond or trust fund is evidence of financial responsibility. This means you must demonstrate that you have access to that amount of liquid assets to meet your obligations and pay any potential claims. You can either use your own resources or contract with a bonding company. Evidence of a surety bond must be filed using form BMC 84; evidence of a trust fund with a financial institution must be filed using form BMC 85.

Designation of process agents means that for each state in which you have offices or in which you write contracts, you must file a designation of person on whom court process may be served.

When your application is approved, you’ll receive a permit with an MC number from the FHWA that is your authority to operate as a broker within the United States.

Beyond the regulations that govern your particular operation, when you act on behalf of a person bound by law or FHWA regulations as to the transmittal of bills or payments, you must also abide by the laws or regulations that apply to that person.

In addition to federal requirements, you’ll need whatever business licenses and/or operational permits that are required by your local and state governments. Check with your local planning and zoning department or city/county business license department to find out what you need and what is involved in obtaining these licenses and/or permits. For example, you may need an occupational license or permit issued by your city or county, a fire department permit if you are in a commercial location and/or open to the public, and/or a sign permit.

Education and Experience

The brokers we talked with recommended working in the industry—either for a shipper, a carrier, or both—before starting your own brokerage. You’ll not only gain technical expertise, but you’ll also make contacts that are critical to success in this business.

Cathy Davis entered the industry as an inventory control clerk for a river terminal and then spent time working in sales for motor and air freight carriers. “I was fortunate to have been mentored by the owner of one less than truckload (LTL) carrier I worked for, and helped design a new terminal and served on an employee advisory board,” she recalled. Her consulting business gave her the opportunity to learn even more about being a broker; she was an agent for brokers before becoming one herself, and that gave her both hands-on experience and an opportunity to build her reputation. “I highly recommend this startup method with total disclosure of intent and a legal agreement,” she said. Later, she earned the Certified Transportation Broker designation through the Transportation Intermediaries Association, as did her daughters before they took over the Smyrna, Tennessee-based company.








Beware!
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Don’t try to get around the law. Penalties for evasion of regulation by motor carriers and brokers include a civil penalty of $200 for the first violation and at least $250 for a subsequent violation.









Similarly, Chuck Andrews in Indianapolis held senior positions with a major LTL carrier, was president of a truckload (TL) carrier and has worked in railroad operations. “My whole background leading up to forming [my company] has all been in transportation,” he says.

Davis believed new brokers need “a strong sales background, good business advisors, and a desire for continuing education.”

Building Carrier Relationships

How can you build strong, positive relationships with carriers? “Pay on time and pay reasonable rates,” said Davis. Of course, she added, having “driver-friendly” freight is a positive aspect, and communication is critical. “We use a load-matching service to help find carriers, but also network with members in various organizations. We consider the carrier a customer and extend the same degree of professionalism to a transaction with them as we do with shippers.”

Establishing and building relationships with carriers may well be your biggest startup challenge. It’s not uncommon for brokers to go out of business owing carriers money. Because of that, truckers are very careful about who they do business with. Even though you have your surety bond and all your paperwork in order, you may find carriers cautious until you prove that you can and will pay. ”








Smart Tip
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Know your rights: By law, common carriers are required to serve, deliver, charge reasonable rates, and not discriminate.









It’s a problem that only time can solve. Expect the process of building your business to take several years. When you approach a new trucker, present yourself as a reliable, professional broker by sending an information package that includes information on your company, a listing of key personnel, bank information, and carrier references. Remember, the hardest part is getting that first load moved and then being able to build on that for your credit references.








Bond . . . Surety Bond

Many people do not have a clear understanding of what a bond actually does. Basically, it is an amount of money that you post to guarantee that you will do something you’ve promised to do. Probably the most common way you hear the term “bond” used is in criminal cases. When someone is arrested and charged with a crime, he or she can put up an amount of money (or something else of value) to guarantee an appearance in court. If the person shows up as promised, the money is returned; if he or she is a no show, the money is forfeited.

Because many people do not have the cash on hand to post the full amount of a required bond, they turn to a bonding company. The bonding company charges a percentage of the total bond to put up whatever amount of money is required. The money the bonding company collects is a fee and is not refundable. In addition to charging the fee, the bonding company may also ask you to post collateral, such as real estate or equipment.

Here’s where the confusion on bonds often occurs: A bond is not insurance you purchase; it is the collateral for a promise. And if you use a bonding company, you are still ultimately responsible for the total amount of the bond, not just the fee you paid to the company.

In the case of a freight broker, the surety bond guarantees that you will meet all your contractual obligations to your customers and that you can pay any claims immediately. If you use a bonding company and that company pays any claims on your behalf, you must repay the company, usually within 80 to 90 days. If you fail to repay and have posted collateral, you will likely lose that collateral.









It’s important to understand the economics of the trucking business when you negotiate payment terms with your carriers. In the past, ICC regulations dictated that freight bills be paid within seven days; today, since deregulation, that is negotiable. But carriers operate on very narrow margins and pay most of their expenses on a given load before they ever pick up the load, so cash flow is as critical to them as it is to the broker.

Some brokers would prefer not to have to pay the carrier until they get paid themselves, and while that would be a safe approach for the broker, you won’t find carriers very enthusiastic about it. “Carriers take the stand that the reason they are using a broker is so they don’t have to do credit checks on the customers or do the sales and service that we provide,” says Cherry Hill, New Jersey, freight broker Bill Tucker. “It’s one of the reasons the carriers will sell to you a little lower than they would bill the shipper direct. The carriers are saying, ‘You handle the credit for your customer base and you pay me whether you get paid or not.’ It just keeps it simpler and cleaner.”








Beware!
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Be sure to fully check the references and credentials of all the carriers you use before you ever give them the first load. If you fail to do so and a problem occurs, you could find yourself responsible for the damages.









Tucker notes that there may be times, such as with high-volume shippers or a special seasonal situation, when the billing can escalate rapidly, and the broker and carrier agree to share the financial risk. But those types of contract clauses are the exceptions. Says Tucker, “I would say that in 99 percent of the transactions, the broker does the collections and pays the trucker every penny owed.”

Banking On Your Banker

Solid banking relationships are critical for brokers. It’s not unusual for a new broker to need a line of credit in the range of $250,000 to $300,000 to be able to pay carriers before being paid by the shippers. If you don’t pay the truckers in a timely fashion, they won’t haul your freight. If you have nobody to haul your freight, you have no business.

Of course, you don’t want to walk empty-handed into a bank you’ve never done business with and ask for a major line of credit. Put together a professional package including a complete business plan that clearly demonstrates to the bank that you’re not a credit risk and that they’ll benefit by establishing a line of credit for you. Remember that as a broker, you have no assets to offer a lender as collateral, so your credit rating and presentation is critical. Be sure to take your package to a commercial loan officer, not someone who handles personal accounts. Get a referral from someone who is a good customer and make your first meeting with the banker by appointment—that shows that you value both the banker’s time and your own.

In these days of banking mergers and acquisitions, along with personnel turnover, it’s a good idea to have relationships with more than one bank. If you have a single line of credit with one bank and that bank gets sold, you could find your line of credit canceled through no fault of your own. Or if you have a strong relationship with a loan officer who gets promoted, transferred, or changes jobs, you may find the new loan officer not as receptive to your needs. Protect yourself by making sure you always have a financial backup to turn to.








Start Me Up

The following table will give you an idea of the necessary startup expenses for a freight brokerage. Where your operation falls within the ranges depends on whether you start as a homebased business or in a commercial location, and whether you hire employees right away or do everything yourself in the beginning. The suggested operating capital should be enough to cover the first three months of operation and must be sufficient to cover paying carriers before you are paid by shippers.







	Rent

	$0–$1,000




	Equipment

	$6,000–$22,000




	Licenses/tax deposits

	$300–$500




	Advertising/marketing

	$500–$1,500




	Utilities/phone

	$150–$400




	Professional services

	$250–$1,000




	Payroll

	$0–$6,000




	Supplies

	$400–$600




	Insurance (first quarter)

	$900–$2,000




	Suggested operating capital

	$5,000–$350,000




	 

	(cash or line of credit)













Those Critical Customers

Certainly you need strong relationships with your carriers and bankers, but the most essential outside element of your business is your customer base. Though you’ll do a certain amount of cold-calling as you market your business, most of your customers will come through referrals, contacts, and networking. You can use your network to get in the door, but remember, this is about business, not just about friendship. Just because you know someone doesn’t mean they are going to give you business if your pricing isn’t competitive.

Of course, there’s more involved than just pricing. Communication is essential. Let customers know what’s happening with their shipments; this means almost-daily contact, but it can often be handled via email. Shippers need the comfort of knowing when their freight is moving as scheduled and the opportunity to react appropriately if it isn’t. Most shippers can deal with mechanical, weather, or traffic delays as long as they know about them. Don’t let them find out from their customers that shipments weren’t delivered as scheduled; let them know ahead of time that, for whatever reason, the truck isn’t going to make it, and when they can expect delivery.








Beware!
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Even though your contract will prohibit it, you may occasionally work with a carrier that will approach your client directly. This is bad business, and it’s likely that a carrier operating with such a lack of integrity won’t be in business long. Nonetheless, be aware that it can happen, and if you find out about it, be prepared to take the appropriate legal steps, including cease and desist orders and suing for lost revenue.









Record-Keeping Requirements

The Code of Federal Regulations is very specific about what types of records you must maintain. While you may keep a master list of shippers and carriers to avoid repeating the information, you are required to keep a record of each transaction. That record must show:

       •   the name and address of the consignor (shipper)

       •   the name, address and registration number of the originating motor carrier

       •   the bill of lading (see the Glossary) or freight bill number

       •   the amount of compensation received by the broker for the brokerage service performed and the name of the payer

       •   a description of any nonbrokerage service performed in connection with each shipment or other activity, the amount of compensation received for the service, and the name of the payer

       •   the amount of any freight charges collected by the broker and the date of payment to the carrier








Be Careful What You Say

There may be situations when you’re with other brokers—or even shippers and carriers—and the conversation centers around customers you have in common. Protect the privacy of your customers and the confidentiality of their businesses. Not only is this a sound professional business practice, but you are prohibited by law from disclosing information to an unrelated party that may be used to the detriment of the shipper or consignee.









You must keep these records for a period of three years, and each party to a particular transaction has a right to review the records relating to that transaction.





Golden Rules for Transportation Intermediaries







  1.   Know the company you are dealing with. Establish criteria that must be met by the parties with whom you will have a business transaction. Create a checklist and use it every time you establish a new relationship.
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  2.   Create a procedure for tracking the performance of the companies with which you establish a relationship. Review performance often.
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  3.   Take action early if things begin to go wrong. Line staff must communicate recurring problems to management.
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  4.   Make sure there are no surprises! Be willing to convey why you need information so people can be supportive and participatory.
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  5.   Provide load confirmation in a timely manner—15 to 30 minutes. Minimum information: consignor/consignee; origin/destination; commodity; value; rate; pickup and delivery schedule; pallet considerations; and any special requirements. Immediately return Rate Agreement.

[image: ]

  6.   Immediately convey “change” information. Time is of the essence. People can generally accommodate changes if given enough notice.

[image: ]

  7.   Be a role model in developing cooperative service attitudes. Provide proper training so employees can be effective problem-solvers.

[image: ]

  8.   Provide accurate invoices promptly. Provide Proof of Deliveries as requested.
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  9.   Carriers and intermediaries should provide 24-hour access to each other.

[image: ]

10.   Appreciate the skills, experience, and professionalism brought to each transaction by all involved parties. Express this appreciation sincerely and frequently.

[image: ]

11.   Be straightforward in all contractual and financial matters.

[image: ]

These principles were established during the Joint Trust Forum between Transportation Brokers Conference of America and National Association of Small Trucking Companies in Nashville, Tennessee, in 1994.
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Operations

The basic concept of freight brokering is pretty simple: A shipper (or consignor, as they’re sometimes referred to) calls you with a load. You complete your own internal paperwork and check with your carriers to see who has a vehicle available. If you already have a relationship with a carrier, you fax or email it an addendum to your basic contract that describes this particular load and the rate. If the carrier agrees, the company’s representative signs the document and sends it back. (If you don’t already have a relationship with the carrier, you’ll need to set up a carrier/broker agreement before you finalize the deal on the first shipment.) Next, the carrier dispatches the driver. It’s a good idea to require that the driver call you or use your online tracking system to confirm that the load has been picked up and again when it has been delivered.

After the shipment has been delivered, the carrier will send you an invoice and the original bill of lading. You invoice your customer (the shipper), pay the trucker, and then, ideally, do the whole thing again with another shipment.

Facts on File
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When you arrange a shipment, you’ll need information from both the shipper and the carrier. Much of this information should be kept on file in your office.

Shipper Information

Maintaining information on shippers helps you provide better customer service and saves you from having to take the time to ask the same questions with each shipment. Keep the following information:

       •   Company name

       •   Physical address

       •   Billing address, if different from physical address

       •   All telephone numbers (cell phones, voice, fax, pagers), including any toll-free numbers

       •   Contact people (including traffic and shipping managers, freight payable person, and anyone else you may deal with) with telephone numbers (direct lines and/or extensions) and email addresses

       •   Type of freight shipped (machinery, produce, chemicals, etc.)

       •   Type of equipment (trucks) required

       •   Pallet exchange requirements

       •   Other special requirements

       •   Any other pickup information you require (such as warehouse locations or other distribution points)

This information will not change frequently, but you should always make sure you have current information. Immediately update anything you find out about during the course of handling a shipment, such as a change in personnel or a new phone number. Once a year, you should call each customer and review the information. Pitch this exercise as a benefit; tell the customer that you have a policy of checking your files periodically to confirm their completeness and accuracy, and you want to go over what you have on file to confirm that it is correct. When you are finished, ask if there’s anything else you should know that would help you serve the customer better, or if there are any shipping needs you don’t know about that you could help with.








Bright Idea
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Use any of the popular contact management or freight brokerage software packages to maintain your customer information. This will make the data easily accessible for anyone in the office, simple to keep current, and easy for you to monitor the status of accounts from a sales management perspective.









Of course, with each shipment you’ll need to know the destination company’s name, address, contact person and phone number. If your customers ship to the same places over and over, you’ll want to keep this information on file to make it easier and faster to prepare the documentation for each load.

This information is not only necessary for your carriers (how else will they know where to take the freight if you don’t tell them?), but it also gives you another potential shipper. If the consignee (the recipient of the shipment) is a manufacturer, they may have goods your carrier can pick up after dropping off your initial shipper’s load. If the consignee has freight to send back to the initial shipper—or even someone else in the same area—and your carrier can handle this load as well, the carrier gets a very productive round trip. The trucker does not have to return empty (which means generating no revenue) or take the time and effort to find a load on its own.

Be sure to find out in advance if the shipper requires a pallet exchange, which saves carriers from having to return pallets to shippers and saves shippers from having to replace pallets all the time. It works like this: Many types of goods are loaded onto pallets, which are then loaded onto trucks. Many drivers carry empty pallets in their trucks. When they receive a load on pallets, they exchange their empty pallets for those used by the shipper for the materials just picked up. When the driver reaches the destination, the loaded pallets are swapped for empty ones, replenishing the driver’s supply.

When you complete a load sheet for each shipment, include the identification numbers of the tractor and trailer that hauled the load. The carriers will provide you with their equipment numbers; it’s standard procedure.

Carrier Information

Keep up-to-date information on carriers even if you don’t have any loads for them at the moment. By maintaining files on carriers, you will know immediately which routes they travel and what kinds of trucks they have. This will help you select a carrier quickly when a shipper calls. Keep the following information:

       •   Carrier’s name

       •   Type of carrier (contract, common, etc.)

       •   Physical address

       •   Billing address, if different from physical address

       •   All telephone numbers (cell phones, voice, fax, pagers), including any toll-free numbers

       •   Contact person (in most cases, the dispatcher) with direct line or extension plus email address

       •   Other terminals, phone numbers, and contacts

       •   Type and size of equipment available

       •   Motor carrier’s license number

       •   Federal tax identification number

       •   Whether or not the carrier offers pallet exchanges

       •   Carrier’s traffic lanes and backhaul requirements

Beyond the basic information about a carrier that helps you make the selection, you should obtain the following additional data before you actually give that carrier a load:

       •   Copy of current insurance certificates and updates

       •   Certificate of authority

       •   Copy of current general commodity tariff and updates (if applicable)

These key documents prove that the carrier is licensed to transport freight and is insured if cargo is lost or damaged. You should not only confirm that the carrier is insured, but also note when the insurance expires. When that date arrives, check with the carrier for proof that the coverage has been renewed. Certificates of insurance usually include a provision that the holder will be notified by the company upon cancellation of coverage.

In addition to these items, ask your carriers for a statement that they assume full responsibility for paying all fuel taxes, including ton mile taxes (taxes based on the weight and distance), in all states through which they travel. Also, while on lease or contract, they should pay fines for any and all violations incurred. Though carriers generally make it a standard part of their business operation to pay these fines, you should obtain a written agreement to that effect and place it in your files.








Stat Fact
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Approximately 96 percent of interstate motor carriers operate 20 trucks or fewer; less than 1 percent operate more than 1,000 trucks.









You should also retain any correspondence, agreements, rate quotations, policy changes, memos, etc., along with copies of all contracts, bills of lading, and invoices you send or receive.

Finding Carriers
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More than 700,000 interstate motor carriers operate in the United States. Your job as a broker is to identify the ones that provide services your customers need and to confirm their reliability before using them.

You’ll find carriers listed in a number of directories and trade magazines. Word-of-mouth is also a good way to find carriers; as you’re out there networking, pay attention to what others are saying about particular trucking companies, and follow up on good reports.

You can also look for trucks at truck stops and on the road. When you see trucks that are clean and well-maintained, speak to the driver and find out something about the company. If it isn’t practical to speak to the driver, make a note of the company name and headquarters location (it will be on the truck or the cab), and give the company a call.

“For 18 years, I’ve written down the names of trucking companies I see on the highway,” says Bloomingdale, Illinois, freight broker Ron Williamson. “I’ll call that company and ask if it has any extra trucks it can provide us.”

Of course, don’t overlook the internet as a source for carriers. There are a number of online databases that allow shippers and carriers to post their freight and equipment needs. (See the Appendix for a sample listing of these resources.)

Once you’ve found a carrier that might be useful, you need more information before you turn a load over to it. Ask for copies of the carrier’s certificate of authority, current insurance certificates, and current tariff. You should also get references from satisfied customers and take the time to check those references. Finally, check a credit reporting bureau or financial rating service to find out what the carrier’s financial condition is. You want to be sure the carriers you work with are reliable and financially sound.








Stat Fact
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It costs carriers a significant amount of money per day to let a truck sit, waiting to find a load to avoid an empty backhaul. “That’s why brokers are so much in demand,” says Bloomingdale, Illinois, freight broker Ron Williamson. “If it’s Tuesday, you don’t want that driver sitting in town until Wednesday.”









Avoid using major carriers that have terminals all over the country. These carriers do not take loads directly from pickup to destination; rather, they relay a load from one terminal point to another. This process takes additional time and increases the amount of handling, which increases the risk of loss or damage. It’s better if the driver who picks up the load delivers it.

Some carriers use a procedure called pooling, where loads are dropped and left until a driver with the proper equipment and destination is available to pick them up. Though this may sound like an effective practice, it causes delays in transit time, and you should avoid carriers that employ this method. Such a policy will give you a competitive edge by enabling your shippers to meet tight delivery schedules.

Rates and Commissions
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In the beginning, it’s a good idea to handle FTLs only because they’re easier to deal with than less-than-truckload (LTL) shipments. It’s impractical for many carriers to handle a partial load; you would need to arrange for the driver to pick up two or more LTL shipments headed for the same destination. That may seem a bit overwhelming when you’re just getting started, but as you gain experience, you’ll be able to handle both FTL and LTL shipments easily.

Freight charges are based on a number of variables, but the two main factors are the weight of the load and the distance it must travel. Rates are also affected by the type of truck needed, whether the driver needs to make one or more stops to pick up the freight, and whether the driver needs to make more than one stop to deliver the goods. Each shipment is entitled to one pickup and one delivery with no extra charge; you can usually negotiate the rate for additional stops with the carrier.

Before you begin shopping for rates for specific shipments, get an idea of the current “going rates” for the types of shipments you’re likely to be handling. You can do this by requesting copies of tariffs from several carriers and studying them.

Many shippers—especially large companies with experienced traffic departments—will not leave it up to you to quote a rate, but will tell you how much they are willing to pay. If this amount is unreasonable, you’ll need to negotiate with the shipper or decline to handle the load.








Stat Fact
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Annual revenue from trucking each year is around $604 billion—about 81 percent of total revenue earned by all domestic transport modes.
















Know Your Limits

As a broker, by law you may not charge or receive compensation from a motor carrier for brokerage service where you own or have a material interest in the shipment. You are also not able to exercise control over the shipment because you own the shipper, the shipper owns your company, or there is a common ownership of the two.

In addition, you may not give or offer to give anything of value to any shipper or consignee (or their officers or employees) other than inexpensive advertising items distributed for promotional purposes.









Calculating freight pricing is not a simple process. Carriers negotiate rates based on commodity, value, equipment availability, volume, customer service factors, and payment history, among other things. As a broker, you need to know what the market issues are, as well as what can cause increases or decreases in the per-mile rate, such as driver shortages, fuel surcharges, seasonal changes, toll roads, and so on.

Your income is generated by the commissions you earn on each load. You’ll be paid one of two ways: You can bill the shipper the amount you are going to pay the carrier plus the amount of your commission, or the carrier can bill the shipper directly and then pay you a commission from its revenue.

The most common way to handle billing and commissions is to have the carrier bill you and then you bill your customers. Cherry Hill, New Jersey, freight broker Bill Tucker says this is much easier and less confusing for your customers than if they are billed directly by the carrier. If the carrier bills your customer directly, your customers will receive multiple styles of bills on a variety of billing cycles, and they will have to do the extra work of matching up the bill to the shipment. “When their computer generates a bill of lading for the broker and the carrier bills them, it gets confusing,” Tucker says. “Nowadays, almost all freight brokers bill the shipper and pay the carrier. It’s much simpler for the shipper.”

Your commission is negotiable and you can get whatever the traffic will bear. The average broker’s commission is between 8 and 15 percent of the shipping charges, sometimes higher, and a new broker can typically expect to earn between 8 and 10 percent. This is where knowing your market is essential. For example, if you’re in a highly competitive market area—like in Atlanta, where there is a lot of freight and not very many trucks—your commission will be much lower than the industry average.








Profit Prophet

when someone is considering starting a business, often one of his or her first questions is, “How soon will I start making money?” What they really mean is, “How soon will I start making a profit?” For a freight brokerage, the answer to that question is “It depends.”

You’ll start generating revenue with your first shipment. How long you take to actually begin making a profit will depend on the size of your operation, your monthly overhead expenses, how many customers you had when you opened your doors, and the thoroughness and aggressiveness of your business plan. If you have shippers lined up from the beginning and you’re aggressive, it’s possible to be profitable in 90 days. But if you only have a few customers and aren’t moving a lot of freight, it could take a year or more.









Keep in mind that your commission is your gross revenue, and out of that you must pay your overhead: rent, taxes, payroll, sales commissions, utilities, debts, etc. Ron Williamson estimates that most brokers are lucky to earn a net profit of 1 to 2 percent after expenses.

Although you, your carriers, and your shippers need to agree on the total freight expenses for shipments, the prices of transporting freight can be broken down into smaller units. Those numbers are used to help carriers measure their own profitability and by shippers to set prices of their goods and determine profit levels. For example, carriers are interested in the total fee for any given trip, and they also want to know their fee per mile. Shippers are often interested in the cost by weight, typically measured in 100-pound units, and referred to as cost per hundred weight (abbreviated “cwt”). These numbers are easy to calculate with simple arithmetic.

Quoting Rates

To quote a rate for a customer, follow these ten steps:

         1.  Find out the point of origin.

         2.  Find out the destination.

         3.  Determine the gross weight of the load.

         4.  Ask if the carrier will need to make stop-offs or split pickups.

         5.  Check whether pallets are required.

         6.  Find out when the load(s) will be ready for pickup.

         7.  Find out when the load(s) can be/need to be delivered.

         8.  Ask if appointments are necessary at origin or destination.

         9.  Find out who gets billed for the freight charges.

       10.  Obtain the frequency and number of similar shipments.

With this information, you’ll be able to contact carriers for quotes that will be accurate. Few things are more frustrating in this business than to quote a rate based on incomplete information and to later find out the customer needs extra services you have to charge for, which means you have to tell them the final bill will be higher than your original estimate. (Needless to say, customers don’t like this.)

Documents
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Once you match a load with a carrier, you must fill out a number of forms. First, you and the carrier need to enter into an agreement covering current and future dealings. The Transportation Intermediaries Association provides sample agreements in its New Broker Kit (see Appendix for contact information), but the freight brokers we talked with recommended that you develop your own contracts, agreements, and forms, customizing them to your particular operation.

Once you have a carrier agreement on file, you need to send the carrier a load confirmation and rate agreement form for each specific load. When the carrier picks up the load from the shipper, the shipper will give the carrier a bill of lading listing the goods being transported and any special arrangements the driver needs to make for the load. When the driver reaches the consignee (recipient of the shipment), he needs to have someone there sign for the load. If an independent contractor unloads the freight at the consignee’s location, the driver needs to obtain a contract labor receipt from this worker.

Depending on your arrangement with the carrier, the driver or trucking company will invoice you, the shipper, or the consignee for transportation services.








Smart Tip
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In most cases, when a broker and a carrier are entering into a new relationship, it is the broker who creates and introduces the contract. Though the carrier may negotiate certain points, it is typically the responsibility of the broker to handle this administrative task.









Carrier/Broker Agreement

The carrier/broker agreement outlines the terms under which you will work with a given carrier. It’s designed to apply to all the dealings you have with a particular carrier and should also provide for any future changes.

When writing the carrier/broker agreement, make sure to do all the following:

       •   Note the carrier’s motor carrier (MC) or license number, full corporate name, and address.

       •   If you will be working with this carrier on a contract basis, state that the freight and rates will be negotiated for each shipment.

       •   State that the carrier is liable for any damage or loss to the freight that occurs while the carrier transports it.

       •   Note that the carrier is responsible for any personal injury or damage to vehicles or equipment that occurs while the freight is in the carrier’s possession.

       •   State when the carrier will receive payment and what the carrier must provide before you will pay (such as bills of lading).

(For a sample Carrier/Broker Agreement, turn to page 27.)

Load Confirmation and Rate Agreement

Once a carrier agrees to move a given load, you should complete and send a load confirmation and rate agreement form. This should include the name and address of both the shipper and the consignee, a trip number (for tracking purposes), any information on extra pickups or stops, pickup and delivery dates, a brief description of the commodity to be shipped, and your commission or brokerage fee structure. (For a sample Load Confirmation and Rate Agreement, see page 28.)

Bill of Lading

At the time of the pickup, the shipper will provide the driver with a bill of lading. This form will include information on the nature and size of the load, its destination, and any required special handling. The driver signs the bill of lading as an acknowledgment of receiving the load described by the shipper.

The bill of lading is prepared and handled by the shipper and the carrier. As the broker, you will not be directly concerned with it, but you need to keep a signed copy in your files. The carrier usually sends this to you, along with its invoice for transportation services.








Stat Fact
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According to the American Trucking Association, motor carriers collect 87 percent of total revenue earned by all modes of transportation.









Contract Labor Receipt

Drivers may occasionally work with contract laborers who unload trucks once they reach the consignee. If they do, the laborer will give the driver a contract labor receipt, which the carrier sends to you. The driver or carrier pays the laborer and turns to you for reimbursement. If your shipper is willing to cover this cost, pay it. Even if your shipper doesn’t want to pay for contract labor, you may want to consider absorbing the expense so you can maintain good relations with the driver and carrier. (See page 29 for a sample Contract Labor Receipt.)
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Stat Fact
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A one-penny increase in the price of diesel annualized over an entire year costs the trucking industry an additional $391 million a year.









Invoices

After making the delivery and obtaining proof of delivery, the carrier sends you an invoice, along with the bill of lading. With these documents, you can prepare your own invoice to send to the shipper. (Unless, of course, the carrier bills the shipper directly.)

[image: ][image: ]

Your invoice should include the billing date, the dates of pickup and delivery, the origin, and destination, what was shipped (commodity, pieces and total weight), and additional fees (such as fees for exceeding weight limits or charges for contract labor). Bill your shipper as soon as you receive the complete invoice and bill of lading from your carrier.

If the shipper is sending the delivery “collect,” then you bill the consignee rather than the shipper. The shipper should provide you with billing information on these shipments. (See page 30 for a sample Invoice.)








Stat Fact
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Commercial trucks pay more than $33.1 billion yearly (averaging $7,000 to $8,000 per truck) in federal and state highway user taxes, which fund road improvement and maintenance.









Contract of Carriage

A contract of carriage is not a document itself, but it’s important that you understand the concept and what it includes. Many otherwise well-informed transportation professionals view the bill of lading as a contract of carriage—a common misconception. “A bill of lading is certainly a receipt used in a contract of carriage, but there are many elements required by that contract that are generally not stated on the bill of lading,” says Bill Tucker. “Some examples: the price agreed to in the contract, all the services to be provided, rules to be used to handle exceptions, and accessorial charges that may be applicable.”

What makes up a contract of carriage? “A contract of carriage between a common carrier and a shipper (with or without a broker being involved) usually consists of some form of bill of lading, whether ‘standard’ or not, plus all the tariff provisions, pricing, rules, and service descriptions,” Tucker says. “Also part of the total contract is the intent of the parties; the regulatory rules that must be followed, whether federal, state or local; and all the other ‘usage of trade’ and precedent within which this transaction has occurred.”

Are You on a Mission?
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At any given moment, most business owners have a very clear understanding of the mission of their companies. They know what they are doing, how and where it’s being done, and who their customers are. Problems can arise, however, when that mission is not clearly articulated into a statement, written down and communicated to others.

Even in a very small company, a written mission statement helps everyone involved see the big picture and keeps them focused on the true goals of the business. At a minimum, your mission statement should define who your primary customers are, identify the services you provide, and describe the geographical location in which you operate. A mission statement should be short—usually just one sentence and certainly no more than three. A good idea is to cap it at 100 words. Anything longer than that isn’t a mission statement and will probably confuse your employees. Your mission statement doesn’t have to be clever or catchy—just accurate.

To develop an effective mission statement, ask yourself these questions:

       •   Why does my company exist? Whom do we serve? What is our purpose?

       •   What are our strengths, weaknesses, opportunities, and threats?

       •   Considering the above, along with our expertise and resources, what business should we be in?

       •   What is important to us? What do we stand for?

Smyrna, Tennessee-based MCD Transportation’s mission statement reads: “To provide our customers with dependable transportation services based on fair and competitive pricing programs with an emphasis on customer service for all concerned parties. To be receptive to customers’ needs and react in a professional and timely manner. To recognize customers, carriers and vendors as our only assets for continued success.” Not only is the mission statement used as a marketing tool, but employees are encouraged to periodically review it and suggest any changes they think are needed.

(Use the Mission Statement Worksheet on page 33 to help you write one for your business.)

Seasonal Issues
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It’s likely that no industry is more affected by seasonal issues than transportation. The volume and type of freight moving often depends on the time of year. At times, there will be an abundance of trucks and drivers eager to haul loads, and other times balancing the federal budget will look like a simpler task than finding a single truck and driver. For example, even though you may not handle produce, produce season can cause a lack of trucks that affects your ability to serve your customers. Another busy season is, of course, the fourth quarter, as holiday merchandise and year-end orders are moving.

In addition to equipment availability, there’s also the issue of weather. Snow and ice can create dangerous driving conditions and affect transit times. Fog and rain can be year-round problems in various parts of the country. In dry seasons, areas prone to wildfires may experience road closures due to heavy smoke and fire jumping across highways. Tornadoes usually last just a few minutes and hurricanes take less than a day to pass through an area, but the damage they leave behind can have a major impact on the ability of truckers to move cargo.
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Beyond the mechanics of seasonal issues—getting the freight on trucks and moved—is the impact of seasons on your revenue. If possible, build your customer base with accounts that are not strongly seasonal in nature. Expect some slowdowns at certain times of the year; prepare for those periods and use the time to evaluate your business and deal with any internal issues that need attention. You can also increase your sales efforts during slow periods. It’s very important to understand your customer base so you can accurately predict and prepare for the slow periods, especially when it comes to adjusting for a drop in cash flow.

The Impact of 9/11 on Brokers
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The terrorist attacks of 9/11 have prompted increased security measures for all modes of transportation. An issue of particular impact on brokers has to do with who is driving the trucks. “You used to be able to drive right up to the shipping dock, get your load and go,” says Joe Workman, president of Transportation Resources Inc., a freight management company with headquarters in Winter Park, Florida. “Now, in many cases, drivers have to show identification before they are admitted to the premises, and some companies require drivers to be pre-qualified before picking up a load. Shippers are more concerned than they’ve ever been about who is hauling their freight.”

Workman says many shippers want to be able to maintain communication with drivers by either cell phone or satellite. “If drivers don’t have reliable on-the-road communication means, we can’t use them, and that cuts back on our available trucks.”

If you want to handle air freight, you should know that airlines now require cargo to come from known shippers. “Somebody with the carrier has to know you and vouch for you,” says Workman. “It’s harder now for new people to do business.”

Customers who ship sensitive or hazardous materials have special requirements, and you should find out what those are as far in advance as possible. Workman advises, “Know your customers—know who they are, what they do, and what you’re picking up.”
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What Can

Go Wrong?

In the freight business, the ability to deal with problems is essential. What can go wrong? Everything! And no matter how well you handle your part of the process, there are certain things that are out of your control but for which your shippers will look to you for assistance and solutions.

Because brokers are not carriers, they are generally not liable for loss or damage of a shipment while being transported. They can, however, be held liable if they are negligent, or if they offer services other than brokerage. Aside from the liability issue, part of your service package should include assisting your customers with problems whether you are responsible or not.

Transit Delays

It’s virtually impossible to list all the reasons freight might be delayed in transit. Weather is always a major concern. Trucks break down, traffic gets heavy, highways are closed, drivers get sick—and your customers will expect you to deal with it all. Cathy Davis of MCD Transportation in Smyrna, Tennessee, recalled a nightmare of a situation involving the proverbial “driver from hell.” She said, “The freight was held hostage [for payment] by an owner/operator even though the company had signed a contract agreeing to the terms. We had to pay air freight charges to ship more material to keep the customer’s production line going.”

Most of your problems won’t be that dramatic, but any time the freight does not move precisely as expected, your customers will be looking to you for situation management and information.

Cargo Loss or Damage Claims

As the broker, you are not responsible for cargo loss or damage claims. Keep in mind that although common carriers are generally liable for loss or damage to the goods they carry, they are not responsible for losses occurring due to acts of God, war, or government; through defaults on the part of the shipper; or for losses resulting from the nature of the goods. Whatever the reason for the loss or damage, you need to understand the process of dealing with claims and be prepared to assist your shippers when necessary.








Beware!
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Sometimes employees of the shipper or consignee, or at the warehouses those companies use, try to cover damages and shortages they cause by trying to make it look like the carrier’s fault. Protect yourself and your carriers while maintaining your relationship with customers and warehouses by insisting that drivers do their jobs thoroughly, which means checking the load and making complete documentation.









If the driver does not review the bill of lading and inspect the freight before the shipment is loaded, the carrier doesn’t really have any options other than to pay a claim if the cargo is damaged or short when it arrives at the destination. There will be times when the loading crew makes mistakes but realizes them after the fact and initiates a bill of lading change, which relieves the driver and carrier of potential claim responsibility. But you cannot rely on them to do so, and drivers should examine each load to be sure the documents match the shipment, and sign for exactly what is received.








Smart Tip
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If a particular driver or carrier repeatedly incurs damage claims, especially if they are filed by different shippers, find out why. The drivers may be doing a sloppy job of securing the freight or they may be stealing some of the goods they haul. You need to identify and correct the problem at its source or stop using that driver or carrier.









There will be times when it’s impractical or impossible for the driver to thoroughly inspect a shipment. For example, if the carrier drops a trailer at the shipper’s location to be loaded by the shipper’s employees and then picked up later for transport, the driver won’t know what went on the trailer. Or if the shipper assembles and shrink-wraps pallets of boxes, the driver may not be able to precisely count the number of boxes on each pallet. In those cases, the driver should write “shipper’s load and count” and/or “contents and condition unknown” on the bill of lading, which shifts the responsibility for shortages, overages and concealed damage back to the shipper.

At the destination, the consignee’s receiving person should also inspect and count the shipment and note any discrepancies or visible damage on the delivery receipt.

When you learn of a potential claim—possibly from the shipper, consignee, or driver—immediately notify the carrier and dispatcher. Sometimes they hear of a possible problem from the driver making the delivery and let you know. Or you might not find out about a claim until you receive the proof of delivery and bill of lading with damage notations.

Not every damage notation results in a claim. For example, it’s possible for the contents to be fine even though the exterior of a box was damaged.

How the claim is handled often depends on the amount in question and the history and reputation of the shipper. For a small claim where damage was clearly noted on the delivery receipt, the carrier will probably pay without a detailed investigation. For a larger claim, the carrier may send out an inspector to take a look at the damaged goods. A carrier can decline to pay a claim if it determines that the cause of the damage was inadequate packaging, so consignees should keep the damaged items and the packing materials until the claim is resolved.

Shippers usually have standard forms used to file their claims. All you need to do is provide the shipper with the name and address of the carrier in question and, if necessary, assist them in reaching a fair and prompt settlement.

If your shipper is not familiar with procedures for filing a claim, explain that he or she will need to submit the following information to the carrier on a signed form:

       •   Carrier’s name and address

       •   Total claim amount

       •   Date of pickup

       •   Date of delivery

       •   Claim history

       •   Shipper’s full name and address

       •   Consignee’s full name and address

       •   Damages or shortages

The shipper will also need to attach any required or appropriate supporting documentation, including:

       •   Freight bill

       •   Bill of lading

       •   Invoice

       •   Inspection report, if any

       •   Itemized statement of loss

The carrier has 30 days to either pay the claim or acknowledge the claim and advise the shipper what else it needs to process the claim. Federal law requires carriers to investigate claims promptly and either settle the claim within 120 days or advise the claimant of any delay and then continue advising the claimant of the status of the claim every 60 days.

Responding to Problems

Certainly it’s possible for you to lose a customer over a service problem that wasn’t technically your fault. In most cases, though, you’ll find that shippers understand when things go wrong—when drivers do not show up, when equipment breaks down, when crashes occur on the highway, and so on.

What’s critical is that you don’t ignore problems or try to hide them from your shippers or carriers. Be proactive. When you find out about a problem, make sure everyone who needs to know is notified immediately, and then do everything you can to get the freight back on the road.


5

Locating and

Setting Up

One of the most appealing aspects of a freight brokerage is that your physical startup requirements are relatively small. Unlike a carrier or freight forwarder, you don’t need a warehouse or loading dock. Your customers aren’t likely to come to your location, so you don’t need to worry about an impressive reception area or elegant offices. In fact, while there are some definite advantages to a commercial location, a freight brokerage is an ideal business to start and run from home.








Stat Fact
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More than 80 percent of all communities in the United States receive all their products and goods exclusively by motor carrier.









Cathy Davis started MCD Transportation at home but grew enough to move into commercial space just eight months later. Where you operate depends on your resources and goals for your company. Many brokers start from home with the goal of moving into commercial space as soon as they are established with a few clients, and this is an excellent strategy.

The major benefit of starting a homebased business is the fact that it significantly reduces the amount of startup and initial operating capital you’ll need. But there’s more to consider than simply the upfront cash. Do you have a separate room for an office, or will you have to work at the dining room table? Can you set up a comfortable workstation with all the tools and equipment you will need? Can you separate your work area from the rest of the house so you can have privacy when you are working—and get away from “the office” when you’re not?

You need to be conveniently located so you can personally call on shippers and prospective shippers. If you’re planning to hire administrative help, your office needs to be large enough to provide them with adequate work space, and you need available parking.

By contrast, starting in a commercial location requires more initial cash than starting from home. If you decide on this, your range of options is fairly broad, and your choice should be guided largely by the goals you’ve set for your business in terms of market and growth. Consider office buildings, light industrial parks, and executive suites.

Unless you have an extremely large home, you’ll find that a commercial location allows you to create a setup that is more efficient and practical than what you might be able to do in a spare bedroom. Just be careful when shopping for a space. Rental rates and leasing terms vary, so make sure you comparison shop.

Put It In Writing

Whether your goal is a solo homebased operation, a small family business, or a transportation empire, you need to start with a written business plan. This helps you think through what you’re doing, see your strengths and weaknesses, and figure out ways to overcome challenges on paper before you have to face them in real life. Writing a business plan is not just a necessary chore; it creates the foundation and sets the vision for your company.

Your business plan should include worst-case scenarios. You’ll benefit from thinking ahead about what you’ll do if things don’t go as you want them to. Think about things such as equipment breakdowns, employees who don’t show up (even for valid reasons), uncollectible invoices, and other challenges that are part of doing business today.

For more information on how to write a business plan on which you can build your organization, read the business plan section in Start Your Own Business (Entrepreneur Press).

The Agent Option

Some brokers may opt to use agents to develop a wider scope of operations. In this context, agents are independent contractors who represent your company in a given area. This enables you to offer a local presence when you may not have the volume to justify opening your own office.

Along these lines, you may want to consider starting out as an agent rather than a broker. Many brokers have agents around the country (and a structure like that may be part of your long-term plan). Because agents do not have to meet the full qualifications of brokers and they tend to be homebased, their startup requirements and typically consist of a computer and telephone. The agent’s work is very similar to what a broker does, but the agent functions under auspices of the broker and the broker is responsible for issues such as paying carriers and maintaining the required surety bonds.

Naming Your Company
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Your company name is an important marketing tool. A well-chosen name works very hard for you; choosing an ineffective name means you have to work much harder at marketing your brokerage and letting people know what you have to offer.

Your company name should clearly identify what you do in a way that appeals to your target market. It should be short, catchy, and memorable. It should also be easy to pronounce and spell—people who can’t say your company name may use you, but they won’t refer anyone else to you.

Cathy Davis gave serious thought to several names before deciding to use her initials. Ron Williamson used a combination of his and his wife’s initials to come up with RJW Logistics Inc. because he wanted a name no one else was using. Many freight brokers name their companies based on the region where they are located.

Take a systematic approach to naming your company. Once you’ve decided on two or three possibilities, take the following steps:

       •   Check the name for effectiveness and functionality. Does it quickly and easily convey what you do? Is it easy to say and spell? Is it memorable in a positive way? Ask several of your friends and associates to serve as a focus group to help you evaluate the name’s impact.

       •   Search for potential conflicts in your local market. Find out if any other local or regional business serving your market area has a similar name that might confuse the public.








Bright Idea
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When naming your company, consider creating a word that doesn’t exist—that’s what companies like Exxon and Kodak did. Just be sure the syllables blend to make an ear-appealing sound and that the name is simple enough for people to remember. Also, make sure you haven’t inadvertently come up with a name that means something negative in another language.









       •   Check for legal availability. Exactly how you do this depends on the legal structure you choose. Typically, sole proprietorships and partnerships operating under a name other than that of the owner(s) are required by the county, city or state to register their fictitious name. Even if it’s not required, it’s a good idea because that means no one else can use that name. Sometimes it’s as simple as filing for a “doing business as” (dba). Corporations usually operate under their corporate names. In either case, you need to check with the appropriate regulatory agency to be sure the name you choose is available.

       •   Check for use on the World Wide Web. If someone else is already using your name as an address on the World Wide Web, consider coming up with something else. Even if you come up with a different name for your website or use a different extension (such as .net, .co or any of the new extensions now available), the use of your name by another company could be confusing to your customers.

       •   Check to see if the name conflicts with any name listed on your state’s trademark register. Your state Department of Commerce can help you or direct you to the correct agency. You should also check with the trademark register maintained by the U.S. Patent and Trademark Office (PTO).

Once the name you’ve chosen passes these tests, you need to protect it by registering it with the appropriate state agency; again, your state Department of Commerce can help you. If you expect to be doing business on a national level, you should also register the name with the PTO.

Choosing a Legal Structure
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One of the first decisions you’ll need to make about your freight brokerage is the legal structure of your company. This is an important decision. It affects your financial liability, the amount of taxes you pay, and the degree of ultimate control you have over the company. It also affects your ability to attract investors and ultimately sell the business. However, legal structure shouldn’t be confused with operating structure. Attorney Robert S. Bernstein, managing partner with Bernstein Bernstein Krawec & Wymard, P.C., in Pittsburgh, explains the difference: “The legal structure is the ownership structure—who actually owns the company. The operating structure defines who makes management decisions and runs the company.”








Quittin’ Time?

Successful freight brokers recommend that you get practical industry experience by working for another broker, carrier or shipper before starting your own enterprise. If you follow that advice, when do you tell your boss about your plans?

There’s no one-size-fits-all answer. You need to determine where you stand ethically, legally, and practically. Take any employment-related contracts you have signed—including noncompete and confidentiality agreements—along with your employee handbook—to an attorney. This is especially important if your brokerage will either compete with or use information (such as customer lists) you obtained from your current employer. A lawyer can review those documents, let you know whether or not you are violating the agreements, and help you understand what potential litigation you may face.

Keep in mind that you can be fired for starting your own business. Most states are at-will employment states, which means you can be terminated for any reason or no reason, as long as there is no discrimination involved.

What about trying to start something on the side and building it as long as you can while still working full time? The risk you’re taking there, says Cherry Hill, New Jersey, freight broker Bill Tucker, is the image you’re projecting to your customers. If you’re sneaking around behind your employer’s back and violating your employment contract, you’re sending a message of questionable judgment and ethics to your customers and associates.

Of course, it’s entirely possible that your employer will support your venture. If, for example, you are a sales rep for a carrier, you can present your brokerage business as an opportunity for your employer. You’ll still be out there drumming up business for the carrier, and other carriers as well, but you’ll be doing it on a commission basis, which means the carrier will no longer have to pay the expenses associated with having you as an employee. “You can sell the partnership idea to the owner of a trucking company,” Tucker says. “I know that’s been done a lot of times. More and more creative relationships are open for consideration.”









A sole proprietorship is owned by the proprietor; a partnership is owned by the partners; and a corporation is owned by the shareholders. Another business structure, the limited liability company (LLC), combines the tax advantages of a sole proprietorship with the liability protection of a corporation. The rules on LLCs vary by state; check with your state’s Department of Corporations for the latest requirements.

Sole proprietorships and partnerships can be operated however the owners choose. In a corporation, the shareholders typically elect directors who, in turn, elect officers who then employ other people to run and work in the company. But it’s entirely possible for a corporation to have only one shareholder and to essentially function as a sole proprietorship. In any case, how you plan to operate the company should not be a major factor in your choice of legal structures.

So what goes into choosing a legal structure? The first point, says Bernstein, is who is actually making the decision on the legal structure. If you’re starting the company by yourself, you don’t need to take anyone else’s preferences into consideration. “But if there are multiple people involved, you need to consider how you’re going to relate to each other in the business,” he says. “You also need to consider the issue of asset protection and limiting your liability in the event things don’t go well.”

Something else to think about is your target customers and what their perception will be of your structure. Bernstein says, “There is a tendency to believe that the legal form of a business has some relationship to the sophistication of the owners, with the sole proprietor as the least and the corporation as the most sophisticated.” Because your target market is going to be other businesses large enough to be shipping substantial amounts of cargo, it will probably enhance your image if you incorporate.

Your image notwithstanding, the biggest advantage of forming a corporation is in the area of asset protection, which, Bernstein says, is the process of making sure that the assets you don’t want to put into the business don’t stand liable for business debt. However, to take advantage of the protection a corporation offers, you must respect the corporation’s identity. That means maintaining the corporation as a separate entity; keeping your corporate and personal funds separate, even if you are the sole shareholder; and following your state’s rules regarding holding annual meetings and other record-keeping requirements.

Davis incorporated based on the advice of both her accountant and attorney; the C corporation suited her operation best for both tax and liability purposes. You can incorporate and personally own 100 percent of the stock, which allows you to function with the autonomy of a sole proprietor and still have the benefits of being a corporation.

You don’t need an attorney to set up a corporation, LLC, or partnership. Bernstein says there are plenty of good do-it-yourself books and kits on the market, and most of the state agencies that oversee corporations have guidelines you can use. Even so, it’s always a good idea to have a lawyer at least look over your documents before you file them, just to make sure they are complete and will allow you to truly function as you want.

Finally, remember that your choice of legal structure is not an irrevocable decision, although if you’re going to make a switch, it’s easier to go from the simpler forms to the more sophisticated ones than vice versa. Bernstein says the typical pattern is to start as a sole proprietor and then move up to a corporation as the business grows. But if you need the asset protection of a corporation from the beginning, start out that way. Says Bernstein, “If you’re going to the trouble of starting a business, decide on a structure and put it all together; it’s worth the extra effort to make sure it’s really going to work.” For more information on business structure, check out Start Your Own Business.

Insurance
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Because you never actually take possession of your customers’ goods, you don’t need to worry about insuring them. It is carriers’ responsibility to provide coverage for the value of the freight they are hauling. Generally, a certain amount of value (which may vary by carrier) is calculated into the basic freight rate, and if the actual value of the goods exceeds what the basic rate covers, the shipper can purchase additional protection from the trucking company.








Bright Idea

[image: ]

Sit down with your insurance agent every year and review your insurance needs, which are sure to change as your company grows. Also, insurance companies are always developing new products to meet the needs of the growing small-business market, and it’s possible one of these new policies will be more appropriate for you.









Even though you don’t need to worry about insuring freight, your company still has insurance issues to address. If you’re homebased, do not assume your homeowner’s or renter’s policy covers your business equipment; chances are, it doesn’t. If you’re located in a commercial facility, be prepared for your landlord to require proof of certain levels of liability insurance when you sign the lease. In either case, you need coverage for your equipment and supplies, and workers’ compensation if you have employees.

A smart approach to insurance is to find an agent who works with other freight brokers and transportation companies. The agent should be willing to help you analyze your needs, evaluate what risks you’re willing to accept and what risks you need to insure against, and work with you to keep your insurance costs down.

Typically, homebased freight brokers want to make sure their equipment and supplies are covered against theft and damage by an act of God, such as fire or flood, and that they have some liability protection if someone (a customer, supplier, or employee) is injured on their property. In most cases, one of the new insurance products designed for homebased businesses will provide sufficient coverage. Also, you will probably use your vehicle for business purposes, so make sure it is adequately covered.








Smart Tip
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When you purchase insurance on your equipment and fixtures, ask what documentation the insurance company requires before you ever have to file a claim. That way, you’ll be sure to maintain appropriate records, and the claims process will be easier.









If you opt for a commercial location, you’ll need to meet the landlord’s requirements for general liability coverage. You’ll also want to cover your supplies, equipment and fixtures. Once your business is up and running, consider business interruption insurance to replace lost revenue and cover related costs if you are ever unable to operate due to covered circumstances.

You may also want to carry contingency cargo insurance. This is coverage that would take over on cargo if the carrier’s insurance did not fully cover the value of a load that was damaged or destroyed.

For more on business insurance, check out the business insurance section in Start Your Own Business (Entrepreneur Press).

Professional Advisors
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As a business owner, you may be the boss, but you can’t be expected to know everything. You will occasionally need to turn to professionals for information and assistance. It’s a good idea to establish a relationship with these professionals before you get into a crisis situation.

To shop for a professional service provider, ask friends and associates for recommendations. You might also check with your local chamber of commerce or trade association for referrals. Find someone who understands transportation in general and the brokerage side of it specifically, and appears eager to work with you. Check them out with the Better Business Bureau and the appropriate state licensing agency before committing yourself.

The professional service providers you are likely to need include:

       •   Attorney. You need a lawyer who understands and practices in the area of business and transportation law, who is honest, and who appreciates your patronage. In most parts of the United States, there are many lawyers willing to compete fiercely for the privilege of serving you. Interview several and choose one you feel comfortable with. Be sure to clarify the fee schedule ahead of time, and get your agreement in writing. Keep in mind that good commercial lawyers don’t come cheap; if you want good advice, you must be willing to pay for it. Your attorney should review all contracts, leases, letters of intent, and other legal documents before you sign them. They can also help you with collecting bad debts and establishing personnel policies and procedures. Of course, if you are unsure of the legal ramifications of any situation, call your attorney immediately.

       •   Accountant. Among your outside advisors, your accountant is likely to have the greatest impact on the success or failure of your business. If you are forming a corporation, your accountant should counsel you on tax issues during startup. On an ongoing basis, your accountant can help you organize the statistical data concerning your business, assist in charting future actions based on past performance, and advise you on your overall financial strategy regarding purchasing, capital investment, and other matters related to your business goals. A good accountant also serves as a tax advisor, not only making sure you are in compliance with all applicable regulations, but also that you don’t overpay any taxes.

       •   Insurance agent. A good independent insurance agent can assist you with all aspects of your business insurance, from general liability to employee benefits, and probably even handle your personal lines as well. Look for an agent who works with a wide range of insurers and understands your particular business. This agent should be willing to explain the details of various types of coverage, to consult with you to determine the most appropriate coverage, to help you understand the degree of risk you are taking, to work with you to develop risk-reduction programs, and to assist in expediting any claims.

       •   Banker. You need a business bank account and a relationship with a banker. Don’t just choose the bank you’ve always done your personal banking with; it may not be the best bank for your business. Interview several bankers before deciding where to place your business. Once your account is open, maintain a relationship with the banker. Periodically sit down and review your accounts and the services you use to make sure you have the most appropriate package for your situation.








Fun Fact
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In 1900, the fuel costs per ton mile for moving freight by horse-drawn vehicles were more than for moving freight by motorized trucks; also, horses required special care in the extreme temperatures of the winter and summer months.









       •   Consultants. The consulting industry is booming—and for good reason. Consultants can provide valuable, objective input on all aspects of your business. (Keep in mind that, as a broker, you will occasionally put on a consultant’s hat as you work with your customers.) Consider hiring a business consultant to evaluate your business plan or a marketing consultant to assist you in that area. When you’re ready to hire employees, a human resources consultant may help you avoid some costly mistakes. Many freight brokerages are family businesses, so it might help to consult with an expert in the areas of both family dynamics in business and succession planning. For example, after her death, Cathy Davis’s daughter, Donna J. Wood, took over as president (she had served as vice president), and her sister, Dionne R. Kegley, became vice president of the Smyrna, Tennessee-based company. Davis had worked diligently to create a succession plan that provided for a smooth transition when it became necessary. Consulting fees vary widely, depending on the individual’s experience, location, and field of expertise. If you can’t afford to hire a consultant, consider contacting the business school at the nearest college or university and hiring an MBA student to help you.








Stat Fact

[image: ]

Trucks account for less than 7 percent of all vehicle miles on U.S. roads and highways, yet they pay 38 percent of the total federal highway user taxes.









       •   Computer expert. Your computer is your most valuable physical asset, so if you don’t know much about computers, find someone to help you select a system and the appropriate software—someone who will be available to help you maintain, trouble-shoot, and expand your system as you need it.

In addition to your “live” professional advisors, you’ll need a collection of resource and reference materials. The freight broker business is full of details so numerous that you can’t possibly expect to remember them all. You will need broker and carrier directories, a mileage guide, and business directories. A listing of publications appears in the Appendix.

Create Your Own Advisory Board

Not even the president of the United States is expected to know everything. That’s why he surrounds himself with advisors—experts in particular areas who provide knowledge and information to help him make decisions. Savvy small-business owners use a similar strategy.

You can assemble a team of volunteer advisors to meet with you periodically to offer advice and direction. Because this isn’t an official or legal entity, you have a great deal of latitude in how you set it up. Advisory boards can be structured to help with the direct operation of your company and to keep you informed on various business, legal, and financial trends that may affect you. Use these tips to set up your advisory board:

       •   Structure a board that meets your needs. Generally, you’ll want a legal advisor, an accountant, a marketing expert, a human resources person, and perhaps a financial advisor. You may also want successful entrepreneurs from other industries who understand the basics of business and will view your operation with a fresh eye.

       •   Ask the most successful people you can find, even if you don’t know them well. You’ll be surprised at how willing people are to help another business succeed.

       •   Be clear about what you are trying to do. Let your prospective advisors know what your goals are and that you don’t expect them to take on an active management role or to assume any liability for your company or for the advice they offer.








Beware!
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Although multifunction devices—such as a copier/printer/fax machine or a fax/telephone/ answering machine—may cost less initially and take up less space in your office than stand-alone items, you’ll lose all of these functions simultaneously if the equipment fails. Also, consider the machine’s efficiency rating and cost to operate; compare that with standalone items before buying. However, these machines are more reliable than ever, so one could be right for you.









       •   Don’t worry about compensation. Advisory board members are rarely compensated with more than lunch or dinner. Of course, if a member of your board provides a direct service—for example, if an attorney reviews a contract or an accountant prepares a financial statement—then they should be paid at their normal rate. But that’s not part of their job as an advisory board member. Keep in mind that, even though you don’t write them a check, your advisory board members will likely benefit in a variety of tangible and nontangible ways. Being on your board will expose them to ideas and perspectives they may not otherwise see and will also expand their own network.

       •   Consider the group dynamics when holding meetings. You may want to meet with all the members together or in small groups of one or two. It all depends on how they relate to each other and what you need to accomplish.

       •   Ask for honesty, and don’t be offended when you get it. Your pride might be hurt when someone points out something you’re doing wrong, but the awareness will be beneficial in the long run.

       •   Learn from failure as well as success. Encourage board members to tell you about their mistakes so you can avoid making them.

       •   Respect the contribution your board members are making. Let them know you appreciate how busy they are, and don’t abuse or waste their time.

       •   Make it fun. You are, after all, asking these people to donate their time, so create a pleasant atmosphere.

       •   Listen to every piece of advice. Stop talking and listen. You don’t have to follow every piece of advice, but you need to hear it.

       •   Provide feedback to the board. Good or bad, let the board know what you did and what the results were.

Basic Office Equipment
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As tempting as it may be to fill up your office with an abundance of clever gadgets designed to make your working life easier and more fun, you’re better off disciplining yourself to buy only what you need. Consider these basic items:

       •   Typewriter. You may think that most typewriters are in museums these days, but they actually remain quite useful to businesses that deal frequently with preprinted and multipart forms, such as contracts and shipping documents. Even though these forms are increasingly prepared in electronic format, you may still need to occasionally fill one out manually and a typewriter is better than handwriting it. You will probably be fine without a typewriter, but if you choose to buy one, you can purchase a good good electric one for $100 to $150—and you’ll probably have to search for it.

       •   Computer(s), software, printer(s). You do not necessarily need the “latest and greatest” in computer power, but you need a system that can run the software you need for your business and is expandable to accommodate your growth. For software, you have an abundance of programs to choose from that will support every aspect of your business—and more are being introduced virtually every day. Because software can be a significant investment both in terms of dollars and time in learning, do a careful analysis of your needs and then study the market and examine a variety of products before making a final decision. Take advantage of the free trials offered by software manufacturers that let you “test drive” programs before you buy.








Something Old, Something New

Should you buy all new equipment, or will used equipment suffice? That depends, of course, on which equipment you’re thinking about.

For office furniture (desks, chairs, filing cabinets, bookshelves, etc.), you can get some great deals buying used items. Remember, few people are ever likely to see your office, so make your choices based on functionality rather than appearance. You might also be able to save a significant amount of money buying certain office equipment used, such as your copier, phone system and fax machine. However, for technology-based items, such as your computer, you’ll probably be better off buying new. Don’t try to run your company on outdated technology.

To find good used equipment, you’ll need to shop around. Check out used office furniture and equipment dealers. Also check the classified section of your local paper under items for sale, as well as notices of bankrupt companies and companies that are going out of business.
















Bright Idea
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Postage stamps come in a wide array of sizes, designs, and themes, and can add elements of color, whimsy and even thoughtfulness to mail. Stamps look more personal; metered mail looks more “corporate.” Consider using metered mail for invoices, statements, and other “official” business, and stamps for thank-you notes and similar marketing correspondence that could use an extra personal touch. Consider buying the “forever” stamps that remain good for first-class postage even when the price goes up.









       •   Internet access. High–speed internet access is essential for any efficient business operation, especially a freight brokerage. Your choices will typically include a high–speed telephone line, cable service, wifi, or satellite, although not all these options will be available in every area. The type of equipment you’ll need depends on how you’ll be accessing the internet, and prices can vary depending on the service you need. Shop around for the best service and price package.

       •   Data and equipment protection. You need an uninterruptible power supply to keep your computer from going down in the event of a power failure or brownout, as well as a surge protector to protect your system from power surges. You can buy these items separately or as a combined unit. You’ll also need a data backup system that allows you to copy the information from your computer to another location (either physical or in the cloud) for safe storage. Online data backup services provide affordable, efficient backups that are easy to access if you need them.

       •   Photocopier. The photocopier is a fixture of the modern office and is necessary for even the smallest freight brokerage. You can get a basic, low-end, no-frills personal copier for less than $400 in just about any office supply store. More elaborate models increase proportionately in price. If you anticipate a heavy volume, consider leasing.

       •   Fax machine. With the ability to easily scan and email documents, the need to send and receive faxes is declining, but you will still want fax capability in your freight brokerage. Your options include a stand-alone fax machine, a multifunction printer with fax capability, adding fax capability to your computer, or using an online fax service. Make your decision based on your anticipated needs and style of operation.

       •   Postage scale. Unless all your mail is identical, a postage scale is a valuable investment. An accurate scale takes the guesswork out of postage and will quickly pay for itself. It’s a good idea to weigh every piece of mail to eliminate the risk of items being returned for insufficient postage or overpaying when you’re unsure of the weight. Light mailers—one to 12 articles per day—will be adequately served by inexpensive mechanical postal scales, which typically range from $10 to $25. If you are averaging 12 to 24 items per day, consider a digital scale, which is somewhat more expensive—generally from $45 to $175 (or more for very elaborate units)—but significantly more accurate than a mechanical unit. If you send more than 24 items per day or use priority or expedited services frequently, invest in an electronic computing scale, which weighs the item and then calculates the rate via the carrier of your choice, making it easy for you to make comparisons. Programmable electronic scales range from $70 to $250.

       •   Postage meter. Postage meters allow you to pay for postage in advance and print the exact amount on the mailing piece when it is used. Many postage meters can print in increments of one-tenth of a cent, which can add up to big savings for bulk mail users. Meters also provide a “big company” professional image, are more convenient than stamps, and can save you money in a number of ways. Postage meters are leased, not sold, with rates starting at about $30 per month. They require a license, which is available from your local post office. Only five companies are licensed by the United States Postal Service to manufacture and lease postage meters; your local post office can provide you with contact information. An alternative to a postage meter that will allow you to avoid buying stamps and making regular trips to the post office is to print your postage yourself through an online account. Visit the U.S. Postal Service at usps.gov or check out private companies, such as stamps.com, for more information.

       •   Paper shredder. A response to both a growing concern for privacy and the need to recycle and conserve space in landfills, shredders are becoming increasingly common in both homes and offices. They allow you to efficiently destroy incoming unsolicited direct mail, as well as sensitive internal documents before they are discarded. Shredded paper can be compacted much more tightly than paper tossed in a wastebasket, which conserves landfill space. Light-duty shredders start at about $25, and heavier-capacity shredders run $150 to $500.

Security

[image: ]

Whether you plan to be homebased or in a commercial location, you need to be sure that your facility is safe and secure for you, your employees, and any visitors. And, of course, you also want to protect your equipment and supplies.

Begin by investigating your area’s crime history to determine what kind of security measures you need to take. To learn whether your proposed or existing location has a high crime rate, check with the local police department’s community relations department or crime prevention office. Most will gladly provide free information on safe-guarding your business and will often personally visit your site to discuss specific crime-prevention strategies. Many also offer training seminars for small businesses and their employees on workplace safety and crime prevention.

The cost of electronic surveillance equipment is dropping even as capabilities are increasing, and installing such security devices may earn you discounts on your insurance. You can also increase the effectiveness of your security system by posting signs in your windows and around your facility announcing the presence of alarms and cameras.

If you’re in a commercial location, be sure the parking lot is well-lit for those times when you or your staffers will be coming and going before dawn and after dark. If you are alone in an office late at night, ask the police for extra patrols.

Telecommunications
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The ability to communicate quickly with your customers, carriers, and suppliers is essential. Also, if you have employees who telecommute or if you use homebased independent contractors, being able to reach them quickly when you need to is important. Advancing technology gives you a wide range of telecommunications options. Most telephone companies have created departments dedicated to small and homebased businesses. Contact your local service provider and ask to speak with someone who can review your needs and help you put together a service and equipment package that will work for you. Just remember that you’ll need reliable voice communication that is answered 24/7 by a human or an electronic system.








Smart Tip
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Listen to your customers and carriers. If they complain that you’re hard to reach or aren’t returning calls promptly, it’s time to re-evaluate your communications system. Lost calls mean lost revenue.
















Do You Need a Toll-Free Number?

Toll-free numbers used to be essential for freight brokers so that nonlocal shippers, consignees, and trucking companies and their drivers could reach you without having to make a long-distance call. However, businesses and individuals are increasingly opting for flat-rate calling packages so they aren’t concerned about the cost of making long distance calls. Most truck drivers these days use cell phones with flat-rate nation-wide calling packages. You may want to start without a toll-free number and let customer feedback help you decide whether you need to add one.









Keep Your Customers Out of Voice-Mail Jail

Voice mail is one of the most popular modern business conveniences and can be an efficient communication tool. But keep in mind that the pace of the freight industry is so rapid that there isn’t always time to return calls, so whenever possible, answer your phone yourself—and insist that your employees do likewise—and handle calls as quickly and smoothly as possible.

Some other telephone tips:

       •   If you use an automated answering system, be sure to tell callers how to reach a live person. Ideally, that information should come very early in your announcement. For example, your greeting might sound something like this:

                    Thank you for calling ABC Freight Brokers. If you know the extension of the person you are calling, you may enter it now. To reach an operator, dial zero at any time during this message. For dispatch, press one. For tracing, press two. For billing, press three. For a company directory, press four.

       •   Whether you’re a one-person show or you have a sizable staff, change your individual voice-mail announcements daily. Callers need to know whether you’re in the office or out and whether they’re likely to hear back from you in five minutes or five hours. Avoid saying the obvious, such as “I’m either away from my desk or out of the office.” If you were at your desk, you would be answering your phone. And always let callers know how to reach a live person when you’re not available. Here’s a sample individual voice-mail announcement:

                    This is Jane Smith, and it’s Monday, June 1. I’m in the office today but unavailable at the moment. Leave your name, number and the reason for your call, and I’ll get back to you within an hour. If you need to speak to someone immediately, press zero and ask the operator to connect you with Bob White.

Transportation Brokerage Software

Technology has made starting a freight brokerage easier than ever, and there are several software packages on the market designed specifically for brokers. See the Appendix for a partial list of resources. “By spending money upfront on computer and communication technology, you are saving money in the long run,” says Cherry Hill, New Jersey, freight broker Bill Tucker. “You’ll also have a lot more sales appeal with the ability to provide information to customers.”

Website and Email

Websites are no longer optional for businesses, and your email address should include your company domain name. It’s fine to use an email service such as AOL, Gmail, Hotmail, or Yahoo! for your personal email, but it detracts from your professional image when you use it for business.

Your website is one of the primary ways prospective customers will find you and it’s a key way for you to communicate with your existing customers. A well-designed, easy-to-navigate, optimized website is essential. Don’t just turn your website construction over to a designer who may know websites but doesn’t know your business. Study the websites of successful freight brokers and make notes of the elements that appeal to you, as well as the ones that don’t. Then when you have a clear vision of what you want your website to look like and what you need it to accomplish, take the project to a designer.

Use Your Website to Educate Your Customers

We’ll talk more about marketing in general in Chapter 7, but this is a good place to note the importance of properly equipping your business with a well-constructed website and related online social media accounts. One of the most efficient and effective ways to promote any business is through content marketing, defined by the Content Marketing Institute as “a marketing technique of creating and distributing relevant and valuable content to attract, acquire, and engage a clearly defined and understood target audience—with the objective of driving profitable customer action.” Some people refer to content marketing as education marketing. The idea is to provide information that has value to your audience through your online content. You can share and promote that content through a variety of ways, and one of the most popular is social marketing. But if you’re going to do it, you need to do it right.

The two primary components of social marketing are media and networking. Social media are websites and applications used for social networking. Social networking is the use of dedicated websites and applications to communicate informally with other users or to find people with similar interests to oneself.

Perhaps the biggest challenge of social marketing is the number of platforms available and the rapidly-changing popularity of those platforms, which is why we’re not going to give you how-to lessons on specific social media sites. It’s not necessary for you and your freight brokerage to be active on every social network. A smarter strategy is to pick the two or three networks that are most popular with your market and establish your presence on them, and not worry about the others. And you don’t need thousands of fans and followers; you need customers and prospects who are engaged with you online.

These steps will help you get started:

       1.  Set clear goals for your social marketing efforts. Be specific and keep those goals in mind with everything you do. If a particular initiative isn’t likely to help you meet an objective, don’t waste time doing it. Along with setting goals, determine how you’re going to measure results.

       2.  Dedicate the human resources to social marketing. You need someone on your team (and it could be you) who understands social marketing, is comfortable with the platforms you’ll be using, and has the time to manage your social marketing program. It’s better to not do social marketing at all than it is to start it and let it fall by the wayside.

       3.  Be prepared to produce sufficient content. Content is the fuel for your social marketing vehicle, and without it, your efforts will stall. Content includes blogs, special reports on critical transportation issues, images, videos, infographics, comments, and so on. It’s okay to share content from other sites (with appropriate permission and attribution, of course) but you should also be creating your own original content.

       4.  Prepare your website for social media attention. One of the likely results of your social media efforts will be increased traffic to your website, so be sure you’re ready for it.

       5.  Remember that it’s a conversation. Don’t simply talk at your audience, engage with them. Ask for input. Create content that’s so great they’ll want to share. And don’t let their questions or comments go unanswered.

       6.  Be realistic in your expectations. Don’t anticipate monumental results for a minimal investment. Also, remember that not everyone on social media is your “friend”—these are customers and they may use your social platforms to complain. If they do, handle the issue as quickly and efficiently as possible, using the situation as an opportunity to demonstrate your superior customer service.

Your Social Media Policy

An important part of your overall management and marketing strategy is your social media policy. This is different from your on-the-job internet policy. You need guidelines for what employees can—and can’t—say about the company whenever and wherever they are online. In the past, workers who had a bad day would go home and grumble about it to their families or to their buddies over drinks after work; today, they’re far more likely to vent on the internet, and what they say could damage your company.

Points your social media policy should address include:

       •   On which sites and under what circumstances employees can identify themselves as employees of your company. Online business networking has value and should be encouraged, but if employees are involved in activities outside the workplace that may be considered divisive (such as hot political and social topics), you may not want to risk alienating customers by being publicly identified with those issues. Don’t try to keep employees from expressing their opinions; just make it clear that they are not to connect the company to those opinions or actions.

       •   Protecting confidential and proprietary information. It may sound like a no-brainer, but your policy should specifically include a prohibition against revealing confidential information on social media sites.

       •   Prohibit disparaging the company, its employees and suppliers, and its current, previous, or prospective customers. Social media sites are a popular place for people to vent, but your employees need to know that if they’ve had a bad day and they’re ticked off at the company, their boss, or a customer, they can’t put it up on a social network in any way that would identify the company, the customer, or the individuals involved.

Have your policy reviewed by an attorney to make sure it doesn’t violate employees’ free speech rights or other applicable laws or regulations. Provide employees with a copy of your policy and have them acknowledge in writing that they have received and understand it. Finally, enforce the policy consistently without exception.

Inventory

[image: ]

Because the only thing you sell is service, you’ll require very little in the way of inventory—but what you do need to keep on hand is important.

You’ll need to be sure to maintain an adequate stock of marketing materials, including brochures, sales items, etc. You’ll also need to maintain an ample supply of administrative items, including checks, invoices, stationery, paper and miscellaneous office supplies.

Company Vehicle
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Though you won’t be hauling freight yourself, you will do a substantial amount of interacting with your customers at their places of business, and you’ll meet with truckers at their terminals and offices. You will also need to attend various professional and networking functions. You can either use your own vehicle or have your company purchase or lease a vehicle that you use for business.

Because you may have customers and/or colleagues riding with you, choose a four-door sedan-type vehicle that is roomy and comfortable. It should also have a sizable trunk so you have plenty of space to carry files and supplies (and a set of golf clubs, if you play).

Remember that your automobile is essentially your mobile office, and you will be judged by its appearance. Keep it clean, both inside and out. Wash it regularly to avoid a buildup of road grime, and do not allow trash and papers to accumulate inside. If you smoke, empty the ashtray daily and use a deodorizer for the comfort of your nonsmoking passengers. (Sure, it’s your car, and if you want to smoke, that’s your business, but remember that buying decisions are often based on emotional factors, then later justified with logic and reason. A nonsmoker who is offended by a smoker will find a way to avoid doing business with that person.)


6

Staffing Your

Company

You can start and run a successful brokerage as a one-person show, but to really grow, you’re going to need employees. If you find the idea of interviewing, hiring and managing employees somewhat intimidating, you’re not alone—that’s a common feeling among entrepreneurs. But this is very much a people business, and the people you hire will be critical to the success of your company, so it’s in your best interest to do it carefully and wisely.

When Cathy Davis started MCD Transportation in Smyrna, Tennessee, she was her company’s only employee. Today, the business she has passed on to her daughters has five full-time people. When Cherry Hill, New Jersey, freight broker Bill Tucker bought his late father’s company, it was staffed by a few part-time retired traffic managers. Today, there are some 30 people on the payroll, plus a few commissioned salespeople who work as independent contractors. “We pride ourselves on realizing that this is a people business,” he says. “It’s incumbent on us to be able to attract and hold the best people we can.”

Ron Williamson started RJW Logistics with himself and his wife working part time. Today, he employs nearly 50 people in his Bloomingdale, Illinois, office, plus about 150 drivers—mostly owner-operators—for his trucking operations.

This chapter discusses some of the hiring issues that are specific to freight brokerages. For more information on screening, interviewing, and hiring personnel, consult Start Your Own Business (Entrepreneur Press).








Smart Start

Before you set up the first interview with an applicant, lay some groundwork to make the hiring process as smooth as possible.

       [image: ][image: ]   Decide in advance what you need. You know you need help, but exactly what kind of help? Do you need a salesperson or administrative support? Do you need a broker or someone to handle billing? In the beginning, you’ll be looking for people to do the tasks you can’t or don’t want to do. As you grow, you’ll be looking for people who can help you expand your capabilities.

       [image: ][image: ]   Write job descriptions. Take the time to put a list of responsibilities and required skills in writing. This forces you to think through what type of person will best meet your needs, which reduces the risk of hiring the wrong person, and it gives you something to show applicants so they can tell if the job you are offering is the one they want.

       [image: ][image: ]   Set basic personnel policies. Don’t think that because you’re a small company you can just deal with personnel issues as they come up. You’ll avoid a lot of problems down the road if you set policies at the outset.









Pay scales in the transportation industry are very much affected by geography and market. For example, an experienced dispatcher in Chicago could easily earn double what the same position would pay in Parkersburg, West Virginia. Another point to consider is that the pool of knowledgeable, experienced people is relatively small, so the wages in this industry will likely be higher than in many other industries. Do some informal networking in your community to determine what the going pay scales and commission ranges are before deciding how much you’re going to pay. Whatever you decide to offer in the beginning, from the day they are hired, tell employees what they must do to get a raise without having to ask for it; then follow up by increasing their pay rates when they’ve earned it.

It’s a good idea to hire people before you desperately need them. Waiting until the last minute may drive you to make hiring mistakes, which can cost you dearly, both in terms of cash and customer service.

When you first begin hiring people, you may want to consider bringing them on as part-timers until your business grows to the point that full-timers are required. One of the biggest keys to getting and keeping good people is flexibility, and you will find plenty of talented folks who, for whatever reason, don’t want to work full time. If you can accommodate them, you’ll both benefit. And as the workload grows and you need a full-time person doing that particular job, either change the status of your part-timer or, if that won’t work, be creative. Consider hiring a second part-timer, setting up a job-sharing situation, or some other solution that will allow you to retain a valuable person and still get the work done.

Basic Positions
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Because the service you offer is pretty straightforward, you don’t need a wide range of job titles in your company. Here are the basic positions you’ll need to fill as you grow:

       •   Broker. A broker does the basic tasks that are necessary to perform the essential services you provide. This person needs to understand all the details involved in arranging a shipment and have good communication skills. A background in trucking is helpful. Unless you have a full-time bookkeeper or accountant, you or your brokers will have to bill shippers and pay carriers. You can either pay brokers a salary or a commission based on their sales.








Stat Fact
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One out of every 13 people working in the private sector in the U.S. is employed in a trucking-related job ranging across the manufacturing, retail, public utility, construction, service, transportation, mining, and agricultural sectors.









       •   Secretary/receptionist. In most freight brokerages, this individual answers the telephone, routes calls, takes messages (if you don’t have voice mail), greets visitors (though they will be infrequent), handles routine correspondence, and provides other administrative support.








Stat Fact
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Demographic projections indicate that finding good employees (whether the unemployment rate is up or down) is going to be one of the biggest challenges all businesses face well into the 21st century.









       •   Customer service/account representative. This is an inside person who handles all customer service duties, including quoting rates, taking pickup orders, tracking shipments, assisting customers with claims, and dealing with any service issues that arise.

       •   Bookkeeper. This individual keeps your financial records and may also handle billing and payables.

       •   Sales representative. A sales rep may work inside on the phone, outside face-to-face or a combination of both. This person’s job is to identify and secure new business and help maintain existing business.

Calling All People

Picture the ideal candidate in your mind. Is this person unemployed and reading the classified ads? It’s possible, but you’ll improve your chances for a successful hire if you are more creative in your search techniques than simply writing a help wanted ad.

Sources for prospective employees include carriers, customers (use caution here; you do not want to lose a client because you stole an employee), and professional associations. Become familiar with online job search sites and consider posting your positions with those sources. Put the word out among your social contacts as well—you never know who else might know the perfect person for your company.

Evaluating Applicants

When you actually begin the hiring process, don’t be surprised if you’re as nervous at the prospect of interviewing potential employees as they are about being interviewed. They may need a job, but for you, the future of your company is at stake.








Smart Tip
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Before you hire your first employee, make sure you are prepared. Have all your paperwork ready, know what you need to do in the way of tax reporting, and understand all the liabilities and responsibilities that come with having employees.









It’s a good idea to prepare your interview questions in advance. Develop open-ended questions that encourage the candidate to talk. In addition to knowing what they have done, you want to find out how they did it. Ask each candidate the same set of questions, and take notes as they respond so you can make an accurate assessment and comparison later. If candidates claim to have experience, use industry jargon to see how well they understand it; the freight business has a language of its own that most outsiders won’t be able to speak.

When the interview is over, let the candidate know what to expect. Is it going to take you several weeks to interview other candidates, check references, and make a decision? Will you want the top candidates to return for a second interview? Will you call the candidate, or should they call you? This is not only a good business practice; it’s also common courtesy.








Smart Tip
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Hire people as soon as you start to feel you need them. You may be able to start by yourself, but to really grow and generate substantial revenue and profits, you need a team.









Always check former employers and personal references. Though many companies are very restrictive as to what information they’ll verify, you may be surprised at what you can find out. At least confirm that the applicant told the truth about dates and positions held. Personal references are likely to give you some additional insight into the general character and personality of the candidate; this helps you decide if they’ll fit into your operation.

Be sure your employees are legal. Under federal law, you must verify the identity and employment eligibility of employees; complete and retain the Employment Eligibility Verification Form (I-9) on file for at least three years, or one year after employment ends, whichever period of time is longer; and do not discriminate on the basis of national origin and citizenship status. One of the easiest ways to do this is E-Verify, a federal system that verifies worker eligibility that is mandatory in some states. It may be used only for new hires and not existing employees, and provides immunity from a private discrimination claim by a U.S. citizen or resident aliens. To enroll in E-Verify, go to www.dhs.gov/E-Verify.

Be sure to document every step of the interview and reference-checking process. Even very small companies are finding themselves targets of employment discrimination lawsuits; good records are your best defense if it happens to you.

Benefits

Many of the employees you want could be working for major freight carriers or large manufacturers and enjoying “big company” benefits. You can’t afford not to offer a strong benefit package. The brokers we spoke with provide paid vacation and holidays, health and life insurance, retirement plans, bonuses, profit-sharing, and flex-time.

As a smaller company, you have a degree of flexibility large companies don’t always have. For many people, especially those with children at home or who care for elderly parents, flexible working hours can be a tremendous benefit.








Bright Idea
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Find out what your employees want in the way of benefits before you spend time and money developing a package. Do a brief survey; ask what they think of the ideas you have and ask for their ideas. If they want something you can’t afford to do, don’t reject it immediately; figure out what you can afford, and explain the situation to the employee.









Give your employees subscriptions to industry trade magazines and newsletters, and encourage them to use and share the information they learn from those publications. The cost is nominal, and the result is that you’ll increase their value to the company as well as their sense of self-esteem.

Williamson says that, in addition to tangible benefits, you need to create a pleasant working environment. “This is a high-stress business, and we try to make the job fun,” he says.

Keep People in Perspective

There is no business where the slogan “people are our most valuable asset” is more true than in transportation, and taking care of your people is certainly important. But it’s also important to keep the relationship of the individual to the company in perspective.

“When you hire people, you can never let them think they are more important than the company,” says Indianapolis freight broker Chuck Andrews. When he started his company, he hired a few people who brought business with them; they had an inflated opinion of their value to the company and used that to attempt to manipulate Andrews. Don’t give in to this brand of professional blackmail. Of course, it’s possible that when you lose certain employees, you may also lose some customers—but it’s also possible that you won’t, and it’s highly unlikely that the loss of one person can destroy your business if you’ve built it properly.








Beware!
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Sometimes small companies lose good employees to larger firms that have better career opportunities. They may not be attracted as much by the money and benefits as they are by the room to grow and advance. Do the best you can to offer career growth to your people.









Says Andrews, “You have to let employees know they’re important to you, but you can’t let them think they have you over the rack and can come and go as they want.”

The High Cost of Turnover

Employee turnover is an important issue in the transportation industry, especially in sales and customer service positions. Remember, this is a relationship business, and when you have employees who have built strong relationships with customers and carriers, you have employees who will be the constant target of recruiting efforts by other companies.

Some of the costs of turnover are fairly easy to calculate; others are essentially priceless. When someone leaves, you have the hard costs of paying overtime to other employees to get that job done until a replacement is found, of recruiting (advertising, screening, interviewing, etc.), and of training. Those numbers are fairly easy to figure. Harder to calculate is the cost in customer relations and goodwill. You may even lose a few customers who opt to follow the departed employee to a different broker or carrier.

Bill Tucker says the key to keeping turnover down is to avoid seeing your relationship as an employer-employee one, but rather as partners. That certainly includes bonuses and profit-sharing programs, but it goes beyond pure financial incentives. Employees need to participate in the decision-making process; they need to be encouraged to contribute ideas and solutions.

People also need to be treated with fairness and compassion. It isn’t realistic to expect people to leave their personal lives at home. When employees need you to be flexible about family issues—whether it’s taking a few hours off to watch a child perform in a play or needing help dealing with an elderly parent requiring full-time nursing care—it’s not only kind but wise for you to provide as much assistance as possible. Along with doing the humane thing, you’ll be building a level of employee loyalty that can’t be bought for any amount of salary.








Credential Potential

Gain additional respect for yourself, your staff, and your company by encouraging your employees to earn the Certified Transportation Broker (CTB) designation. The CTB credential was developed by the Transportation Intermediaries Association (TIA) to increase industry professionalism and integrity through a rigorous program of study and examination. Candidates complete a home-study course designed around academic scholarship and practical experience and then sit for a four-hour proctored exam to earn their credentials. For more information on CTB certification, contact the TIA at (703) 299-5700 or www.tianet.org.









Why Train?

Training is an area of managing people that you can’t escape. Many of your employees come on board with at least a basic knowledge of the work they must do. But even the most experienced need to be trained in your particular operation and procedures.

The transportation industry has an abundance of training opportunities, from formal courses of study at colleges and universities, to special conventions and workshops, to monthly professional association meetings. It’s a good idea to support a variety of training opportunities. For example, MCD Transportation provides both formal and on-the-job training and maintains a company library with current publications. Employees are encouraged to work on their professional certification, and the company pays for related studies. The company also pays for costs related to membership and participation in professional associations.

Training Techniques

Whether done in a formal classroom setting or on the job, effective training begins with a clear goal and a plan for reaching it. Training falls into one of three major categories: orientation, which includes explaining company policies and procedures; job skills, which focuses on how to do specific tasks; and ongoing development, which enhances the basic job skills and grooms employees for future challenges and opportunities. These tips will help you maximize your training efforts:

       •   Find out how people learn best. Delivering training is not a one-size-fits-all proposition. People absorb and process information differently, and your training method needs to be compatible with their individual preferences. Some people can read a manual, others prefer a verbal explanation, and still others need to see a demonstration. In a group training situation, your best strategy is to use a combination of methods; when you’re working one-on-one, tailor your delivery to fit the needs of the person you’re training.

                With some employees, figuring out how they learn best is a simple matter of asking them. Others may not be able to tell you because they don’t understand it themselves; in those cases, experiment with various training styles and see what works best for the specific employee.

       •   Use simulation and role playing to train, practice, and reinforce. One of the most effective training techniques is simulation, which involves showing an employee how to do something and then allowing them to practice the technique in a safe, controlled environment. If the task includes interpersonal skills, let the employee role-play with a co-worker to practice what they should say and do in various situations.

       •   Be a strong role model. Don’t expect more from your employees than you are willing to do. You’re a good role model when you do things the way they should be done all the time. Don’t take shortcuts you don’t want your employees to take or behave in any way that you don’t want them to behave. On the other hand, don’t assume that simply doing things the right way is enough to teach others how to do things. Role-modeling is not a substitute for training. It reinforces training. If you only role-model but never train your employees, your employees aren’t likely to get the message.
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Carrier/Broker Agreement

This agreement is entered into between Jiffy Freight Brokers, hereinafter
refermed to s Broker”and. hereinafter referred
toas Carier
‘Whereas Broker s a transportation broker engaged in the business of
s2lig r negotating tnsportatin vth CC Aoty MC#123673, and
whereas Carrier fs a motor carrier operating in interstate commerce, with
Contact authon
The terms of the agreement shallbe continuous from signing date.
Freight and rate shall be set and agreed upon at the time of each move-
ment

Termination of this agreement can be instituted by either party by giving
thirty (30) days'notice in writing to the other party.

4. The Carier shall be liable for all loss, damage, or liabilty incurred by
transportation of property arranged for by the Broker while being trans-

In the event of disagreement or dispute, and if legal action i taken, the
prevailing party will be entitied tolegal fe
Carrier vl be paid within 15 days of eceipt of clean bills

2 Th
can be made unless in writing or initialing by both parties.

on this

day of

ET
Compary: iy Freght Brokers  Company
53308C
Feoria IL 92685

By.

Witness.
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Contract Labor Receipt

Being the recipient of the below listed contract price, and an independent

contractor,| ayment of my
own tasts heeon, incuding Seerplyment £, icome tacs and 2
other applicable taxes.

1 contract to load
Toads of Tor the amount of

s

SocialSecurity or Fed 10, 4

Street address

city, Zipcode
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Entrepreneur Press and Jacquelyn Lynn
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bt Brokers:
Faxdate: n2/xx Trip number. 5545
Carrier: Watson Trucking Carier fax: (000) 55-5555
= 9
Shipper. Consignee:
b Frozen Dinners Adler Refrigeration

Kansas City, MO Columbus, OH

Extra Pickups: Extra Stops:
Pickup date: 1/10/c Deliver daterhahor
10# 418 Commodity: Com Dog

Comments

iy Freght Brokers hargs 9% brokerage Wit adance and 1% with

R meksavance mene than s o i oy
Gross Agreed Charges: ¢

Please refer o the TRIP NUMBER on your invoice. TRIP# 5546

JiffyFreight Brokers
1 Baker St
Columbus, OH 1

The undersigned hereby acknowledges as comrect and accepts the referenced

Inchisive Inicicing by he carier and payment by iy reight Brokers reates
2ald contrac of arie shpment

Flease sign this confirmation and. fax to (o00) 555:5556 or email to
admmejacom.

Watson Trucking Jiffy Freight Brolers
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STEP BY STEP
STARTUP GUIDES

FREIGHT BROKERAGE

BUSINESS

Fifth Edition

EVERYTHING YOU NEED TO START A SUCCESSFUL BUSINESS

ONUS 560K r
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Mission Statement Worksheet

statement, ask you
1. Why does my company exist? Who do we. e s o purpose?

2. What are our strengths, weaknesses, opportunities and threats?

3. Considering the above, along with our expertise and resources, what

4. What is important to us? What do we stand for?

answered those q you are
mission statement. Use the area below.
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Bill to

Invoice

B Jiffy Freight Brokers

1 Baker Street
Columbus, OH 1M

Bob's Frozen Dinners
222 €. Havisham Rd.
Kansas City, MO 00000

Invoice: 005546

P/U: 10300

Cam: WATTRU

PIO: 4481

Date:nh2/xx

Delnhzfoc
Trip# 005546

BIL:

Shipper.
BOBFRO

Bob's Frozen Dinners
222 €. Havisham Rd.
Kansas City, MO 00000

Consignee: Adler Refrigeration
ADREF 3333 Cratchett Ln
Columbus, OH 00000

Description  Identifier Weight ~ Rate  Charges

§700.00

Comn Dogs PE

Unloading 4500

“*“Invoice Total*** $7a5.00

This account is due and payable in 7 days.
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