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Preface


Do you understand the concept of being a middleman in business? Two companies or parties need to work together, but it takes a third, independent party to bring everyone together, to make the introductions, and then ensure the business transactions that need to happen transpire smoothly.


The role of a broker is to bring two separate parties together. In a social setting, a broker might serve as a matchmaker and introduce a single man to a single woman. When it comes to buying and selling real estate, for example, it’s a real estate broker who brings buyers and sellers together. A stockbroker, for example, brings investors and companies that are selling stock together.


Meanwhile, it’s the job of a freight broker to bring shippers and carriers together. This may seem like a simple and straight forward endeavor, but there’s a lot of problem solving and logistical work that goes into becoming a successful freight broker.


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. Brokers perform an extremely valuable service, bringing together buyers and sellers who might not otherwise be able to find each other. Brokers assist in negotiating the terms of the transaction, and then often oversee the transaction from start to finish.


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, plus provide any extra services that may be required—all at a competitive price.


As you’ll discover, becoming a successful freight broker will require you to seek out shippers and carriers, manage these relationships, continuously overcome challenges that arise, and work under tight deadlines. Your ability to multitask, as well as tap into your communication, time management, problem solving, and organizational skills will all come into play every day.


Why can’t shippers simply find and hire their own carriers in order to transport their cargo? The simple answer is because it isn’t practical or realistic for them to become 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 time and money, plus receive better service by using a freight broker rather than shopping around for freight services on their own.


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. In today’s business world, carriers have come to respect, appreciate, and heavily rely on the role brokers play in keeping the transportation industry moving. What this potentially means for you is opportunity!
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Someone who owns and operates a freight brokerage business is considered a freight broker. Someone who has the training to be a freight broker but opts to work as an independent contractor for a freight brokerage business is called an agent.


A freight broker must handle the day-to-day responsibilities of being a freight broker, and take on the management, licensing, insurance (bond), and financial responsibilities of operating their own business. An agent has the same job-related responsibilities, without the management, licensing, and financial responsibilities of owning the business.






 





Of course, for freight brokers, there’s much more to the process than making an introduction and then quickly collecting a commission. Brokers work hard in a fast-paced, demanding environment. They thrive on stress, enjoy challenges, and have strong social skills (e.g., the ability to communicate with other people in person, by phone, in writing, and via email). If your ideal business includes a predictable routine and a limited amount of human contact, stop reading the book right now, because operating a freight brokerage business or working as an agent for an established freight broker, isn’t for you.


However, 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 probably make a great freight broker or agent.


This book will take you through the process of starting a freight brokerage business (or becoming an agent), beginning with a general overview of the freight industry and the role brokers play. It will explain basic requirements and start-up costs. You’ll learn about day-to-day operations when things are going well—and when they’re going wrong. You’ll also discover strategies for finding, hiring, and retaining 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 and industry experts who have built successful companies and who are eager to share what they’ve learned from their own first-hand, real-world experience.


By turning the page, you’re about to take the next step of your journey into learning more about one of the most fundamentally necessary businesses in today’s business world—the freight brokerage.









CHAPTER


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. For example, store shelves are emptied, perishable goods spoil, factories are shut down, workers become idled, and the economic repercussions quickly become catastrophic.
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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.






 





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. Thus, the freight transportation needs of manufacturers, distributors, wholesalers, retailers, online merchants, and many other types of businesses is growing rapidly within the United States. Furthermore, the need for shippers to transport their cargo in a timely, efficient, and cost-effective manner can mean the difference between profitability and significant financial loss. This presents a tremendous and potentially lucrative opportunity for knowledgeable and skilled freight brokers.


“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 (www.tianet.org). “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 with more efficiency and reliability than ever before.”




 






•    Terminology Explained


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. Non-brokerage service is all other service performed by a broker on behalf of a motor carrier, consignor, or consignee.






 





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. This is not something most people think about on a day-to-day basis, as long as what’s needed shows up at their door (or at their local store) when it’s expected.
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According to U.S. Freight Brokers, “70 percent of all manufactured and retail goods transported within the United States on an annual basis are via truck.” However, research conducted and published within Logistics Today in March 2016, suggests that during the past decade, larger freight brokers have done significantly better than small, independent brokers because these larger organizations are able to better leverage technology, hire larger and more experienced teams of salespeople, keep prices low, plus use their size, financial stability, and experience as a selling point with potential customers and clients.






 





The good news for you is that there’s plenty of room for you to start and grow a profitable business serving the transportation 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:


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,” explained Voltmann.


Brokers provide an important and valuable service, which in many cases has become indispensable within recent years, to both motor carriers and shippers. Brokers help carriers fill their trucks and earn a commission for their efforts. They help shippers find reliable motor carriers that the shippers might not have otherwise known about. In fact, some companies use brokers as their traffic department, allowing the broker to coordinate all of 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


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 typically 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 the term “freight broker” is used throughout 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 fields like manufacturing or agriculture.


       •  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.
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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; airfreight forwarders use cargo and passenger airlines; and ocean freight forwarders use water carriers.
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Since trucking deregulation in the 1970s, the number of shippers associations has declined significantly.






 





       •  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.


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 have blurred. 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.


Plus, while it’s not possible to fully automate a freight brokerage business, technology and specialized software (from companies like DAT Solutions, LLC, www.dat.com/products/broker-tms) are currently being used heavily by freight brokers of all sizes, so they can work much more efficiently when it comes to managing operations, accounting, document management, and analytics. Thus, a successful freight broker must understand how to best utilize the specialized technology that’s at their disposal to remain highly competitive.


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?




 






•    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:


           •  Dry vans (non-refrigerated semitrailers)


           •  Refrigerated semitrailers (or “reefers”)


           •  Flats or flatbeds (flat trailers built to handle heavy loads such as metal and machinery)


           •  Liquid tankers (trailers designed to carry liquid or fine bulk materials)


           •  Ragtops (canvas-covered, boxlike trailers)


           •  Containers (shipping containers used for freight carried on ships or trains)


           •  Air-ride (trailers built to reduce road shock and designed to carry fragile items)
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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. To establish loyal customers and generate repeat business, not only must you master the skills related to becoming a skilled freight broker, you’ll also need to develop and polish your sales, problem solving, time management, and organizational and interpersonal communication skills.






 





Clearly, pushing the proverbial envelope when it comes to services and operations has some definite risks, and you’ll want to carefully consider all of your options when setting up your business. If you’re new to the industry, nothing replaces the need for specialized training and real-world experience prior to working in this field as the operator of a freight brokerage. Without proper training and some real-world experience, you’re much more apt to make costly mistakes and destroy business relationships.


How They Started


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, superhero, or lawyer; it’s highly unlikely anyone will say “freight broker.” So how do successful freight brokers get into the business?
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Trucks carry 94 percent of all furniture, fixtures, and appliances for the American home.






 





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.


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-based company.




 






•    Working 9 to 5


While it’s certainly possible to start a freight brokerage as a part-time business and gradually expand it into a full-time operation, this approach is 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 and often after normal business hours as well. If you’re not available to answer a question, solve a problem, or quote a rate when a shipper needs information, for example, they’ll likely 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. Many shippers 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 operating 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. Alternatively, consider becoming an agent for a brokerage firm, instead of operating your own freight brokerage.






 





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, when he could no longer resist the entrepreneurial urge, he started his own brokerage firm in 1981, based 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. However, you might want to develop some expertise in areas such as heavy equipment, oversized loads, perishable commodities, or even hazardous materials. Becoming an expert at coordinating the transportation of specialized goods could easily allow you to charge premium rates for your services and make it easier for you to find clients (shippers).
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If you’re working with a carrier or broker now and are planning to quit in order to start your own brokerage, don’t assume the customers you have a good relationship with will automatically follow you. It may happen, but if you’re counting on that customer for early revenue, you could be in for a rude awakening.






 





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 promotional 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.


Who’s Minding the Store?


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). The responsibility of the DOT is 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, DOT, and the Federal Motor Carrier Safety Administration (FMCSA).


Do You Have What It Takes?


This is not a business for the faint of heart or a shy person who is happiest shuffling papers behind closed office doors or within their cubical. However, courage and an extroverted personality alone won’t guarantee you a successful freight brokerage either. According to Davis, “Anyone involved in operations needs to be able to handle stress, make quick decisions, handle multiple tasks, have a good phone voice, and develop top-notch communication skills. It’s also good to possess some general business knowledge.” You not only need to understand the freight industry, you must also appreciate the business demands your customers face.


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.”


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. Understanding how to leverage technology and specialized software designed for use by freight brokers has also become increasingly more important within the past five years.


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.”


Start Your Own Freight Brokerage Business is an easy-to-read resource that will introduce you to this business opportunity. However, it’s only a starting point if you opt to pursue this type of career path. How you proceed should depend on your goals, financial resources, existing education, the amount of additional job-specific training, and general business education you’re able and willing to acquire, as well as your willingness to build your own business from scratch over time (as opposed to working for an existing freight brokerage business, potentially as an agent or as an employee).


If you opt to pursue starting your own freight brokerage business, one of the first things you’ll want to do is obtain proper training. Simply by visiting your favorite internet search engine, such as Google (www.google.com) or Yahoo! (www.yahoo.com), enter the phrase “freight broker training” within the search field, to learn about the various schools and organizations that offer this type of training.


As you’ll discover, you can participate in online-based classes at your own pace, or obtain instruction in person within a traditional classroom setting. Depending on which training program you choose, the cost will range from just under $500 to several thousand dollars, and the time commitment required will typically be between one week and several months.


Some of the organizations that offer the specialized training that you ultimately need include:


       •  Brooke Transportation Training Solutions (www.brooketraining.com). Offers classroom training in multiple cities across the United States, as well as an online program that can be done from home. The course price starts at $2,495.00 for the intensive, five-day (40-hour) program, although a two-week (80-hour) course is also offered that’s designed specifically for people looking to start their own brokerage business as opposed to working as an agent or as an employee for a broker.


       •  Ed2go (www.ed2go.com). Offers a six month, classroom-based course (in conjunction with Palm Beach State College), which starts at $1,895.00.


       •  FBC Freight Brokerage Course (http://freightbrokerscourse.com/products/freight-broker-training/). Offers home study and online-based programs ranging in price from $99 to $699.


       •  TIA Delivers (www.tianet.org). Offers a home study course.


Optionally earning a Certified Transportation Broker accreditation will provide you with the textbook knowledge needed to establish yourself in this industry. However, absolutely nothing can replace the need for real-world training and experience, which you can only obtain from actually working for an established freight brokerage, or by working in other aspects of the ground transportation/freight industry.


While this work experience is optional prior to starting your own freight brokerage business (or becoming an agent), it’s an extremely savvy business practice to acquire at least some industry-related, real-world experience before attempting to launch your own freight brokerage business.


Beyond the industry-specific training and knowledge that’s required, running any type of business requires the business operator to juggle many responsibilities, and wear many different proverbial hats, so you’ll also want to develop general business and bookkeeping experience. In other words, you need to be able to efficiently handle the core responsibilities of being a general business operator.


Thus, taking general business, marketing, and technology-related courses will help you develop and fine-tune the core business and marketing skills you’ll need. If you’re not technologically savvy, learning how to operate a computer and use industry-specific software, as well as general business and bookkeeping software, will all ultimately be essential if you opt to launch your own freight brokerage business.




 






•    Further Your Education Online


General business classes can be taken online, at your own pace, from a wide range of accredited institutions. It’s also possible to participate in free, online-based classes from iTunes U, for example, by downloading the free iTunes U app onto your Mac, iPhone, or iPad. The iTunes U app is available from the App Store. Once you launch the free app, you will be able to browse an extensive course catalog, choose which classes to participate in, and then sign up and participate in each selected class.


University of Phoenix (www.phoenix.edu/colleges_divisions/business.html) is just one example of an online, accredited institution that offers fee-based business classes. Open Culture (www.openculture.com) and Alison Learning (http://alison.com), however, are other resources for participating in free, online business classes that range from accounting, human resources, operations management, leadership skills development, marketing, business writing, and negotiation to business communications, sales management, and fundamentals of business law.
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