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FREIGHT BROKER BUSINESS STARTUP

	 


The most complete guide to start and run your own Freight brokerage business successfully with a practical Step-by-Step System

	 


Introduction

	

	Freight Brokers are used by the industry to arrange for the shipping company's transportation needs.

	They serve as a link between shippers and carriers or individual drivers. The majority of newcomers to the freight brokerage industry believe that brokering is the same as trucking. This is the most frequent blunder made by most novice freight brokers. For their matching abilities, a commission is paid to a freight broker. “Truck” brokers, “transportation” brokers, and “property” brokers are all terms used to describe freight brokers. In addition to vehicles, the brokerage business includes air, rail (train), and ocean ships. This course will solely cover the trucking sector in the 48 contiguous states that use trucks for ground transportation.

	Freight brokers then go out on the hunt for new clients, searching for wholesalers, manufacturers, farmers, and shippers that utilise freight broker services to transport their goods and products via reputable motor carriers. The duty of a freight broker is to contact them and attempt to figure out their budget and delivery requirements. As a freight broker, all you have to sell yourself to your customers is your integrity, thus proving yourself as a trustworthy freight broker will result in continuing business. A freight broker must have strong bargaining abilities in order to execute a "competitive" deal in which the shipper, carrier, and broker are all pleased. This course includes a database with over +150,000 transportation profiles that you can use to find new customers.

	The freight broker should have a good connection with the motor carriers to make this procedure easier. A shipper's credit is typically approved by the broker, who then gets his credit accepted by the carrier. In other words, he collects from the shipper and reimburses the carrier after deducting his commission. Motor carriers may be a carrier firm that hires truck drivers to operate a large number of vehicles or an individual truck driver known as an owner-operator who runs his own trucking business.

	A freight broker is paid a commission for successfully connecting a shipper's cargo with the appropriate carrier who will deliver it at a reasonable cost. The majority of brokers believe they are working for the shipper and aim to reduce the carrier's freight costs. In collecting money from the Shipper on behalf of the Motor Carrier (Owner Operator), the Broker must safeguard the interests of the Motor Carrier (Owner Operator).

	The Federal Motor Carrier Safety Administration (FMCSA), a Department of Transportation department, is the sole regulating authority for freight brokers. There are certain criteria to meet before you can start working as a freight broker, but no pre-qualifying examinations or exams are required to get started. As a freight broker, it's important to understand the goals of both the shipper and the carrier and to attempt to establish a middle ground that will satisfy both sides.

	The transportation sector has its own set of brokers. They don't drive trucks or hire drivers, but they do play a part in the transportation of a range of goods. Brokers involved in interstate commerce are governed by the FMCSA and are subject to a number of federal laws and regulations, including 49 CFR 371. Brokers must register with the FMCSA, retain process agents to receive legal service, and create and maintain adequate financial liability coverage. Brokers also have administrative and financial responsibilities.

	Standards for financial recordkeeping Brokers are not allowed to portray themselves as motor carriers or as anything else than suppliers of FMCSA-registered brokerage services. The FMCSA modified 371 and other rules in response to the Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users (SAFETEA-LU) and a petition by the American Moving and Storage Association (AMSA). Consumer protection, financial liability coverage, and business practices are all addressed in these changes for brokers of home products. In the future, the FMCSA will issue U.S. Department of Transportation (USDOT) numbers to all brokers in addition to Motor Carrier (MC) numbers to help them be more easily identified.

	As a transportation broker, you'll be tasked with connecting shippers with carriers who can deliver their goods. Transportation is arranged by connecting shippers and carriers. Brokering is defined as providing a service for a fee. If you arrange for the interstate transportation of a product for a shipper by a carrier motor, you are subject to FMCSA regulations and must register with the USDOT under 49 U.S.C. 13904. To be registered, the FMCSA must give you permission to work as a broker. Registration is sometimes known as "authority," "operating authority," or "authorization." All brokers who are regulated by the FMCSA must utilize the services of licensed motor carriers. An approved motor carrier is one that has been given interstate operating authorization and is properly registered with the FMCSA.

	Property or freight brokers and home goods brokers are the two types of regulated brokers. Each categorization necessitates the acquisition of a unique registration or authorization. Other than home items, a property broker may arrange shipping of a number of regulated commodities. Automobiles, electronics, and equipment, for example, may be transported by property brokers.

	Only shipments of home items may be transported by a household goods broker. The FMCSA regulates household products, which are defined as follows in 49 CFR 375.103:

	
	• Personal effects, items used, or to be utilised, in a home, as part of the dwelling's equipment, are referred to as "household goods" in the context of transportation. The individual shipper or another person on behalf of the shipper must organise and pay for home goods transportation. Household goods are items that are moved from a factory or shop if they were bought with the intention of being used in a home and are transported at the request of the homeowner, who is also responsible for the transportation costs. The FMCSA regulates household goods dealers, who are defined as follows in 49 CFR 371.103:

	• A person who, other than a motor carrier or an employee or a bona fide agent of a motor carrier, sells, offers to sell, negotiates for, or holds itself out as a principal or agent by the solicitation, advertisement, or otherwise sells, provides, or arranges for the transportation of household goods by a motor carrier for compensation is referred to as a Household Goods Broker.

	• As a broker, you have the authority to organise the transportation of any regulated commodities (property and household items) as long as you acquire the necessary permissions. If you are an FMCSA-registered broker that arranges freight transportation and wishes to extend your company to include arranging transportation for shipments of household goods, you must apply to FMCSA for additional authorization as a household goods broker. The same is true if you are a licensed home goods broker who wants to extend your company to include regulated freight transportation. As a property broker, you must apply to the FMCSA for extra authorization.



	 


Chapter 1: What Is The Freight Brokerage Business?

	

	The trucking sector, in particular, is essential to the economic and social survival of local towns, the nation, and, yes, the whole globe. Consider the instances when major transportation networks have failed due to natural catastrophes, labour disputes, or technical issues. When cargo is unable to move, the consequences are severe and far-reaching.

	The list goes on and on: store shelves are empty, perishable products deteriorate, companies are shut down, people are left unemployed. Although the United States is transitioning from a manufacturing to an information-based economy, and technology is affecting every industry, products will always need to travel.

	According to Robert Voltmann, president of the Transportation Intermediates Association (TIA) in Alexandria, Virginia, “logistics professionals in the United States—shippers, intermediaries, and carriers—have changed the way we conduct business.” “Our national economy has also been changed as a result of this process. Transportation has evolved into a valuable strategic asset. We've been able to shift to just-in-time delivery, so inventory is now stored in motion. More products are transported than ever before, with more efficiency and reliability.”

	Take a look around your house or workplace to see what you can find. It's very improbable that you have anything, if anything, that didn't arrive by truck in some form or another. The automotive freight business is massive in size and scope. The good news is that there is plenty of space for you to establish and develop a successful freight brokerage company in this sector.

	What is a freight broker, exactly? Simply stated, it's a person or a business that connects a shipper who needs goods transported with a licensed motor carrier who wants to offer the service. The definitions of broker and brokerage service may be found in 49CFR371.3 of the Code of Federal Regulations:

	
	• A broker is a person who, for a fee, organises or promises to arrange property transportation by a licensed motor carrier. When motor carriers, or persons who are employees or bona fide agents of carriers, arrange or offer to arrange the transportation of shipments that they are authorised to transport and that they have accepted and legally bound themselves to transport, they are not brokers within the meaning of this section.

	• The arrangement of transportation or the actual transfer of a motor vehicle or property is known as brokerage or brokerage service. It may be done for a motor carrier, a consignor, or a consignee. All additional services provided by a broker on behalf of a motor carrier, consignor, or consignee are classified as non-brokerage services.



	A freight broker is a kind of transportation middleman, which is a business that is neither a shipper nor an asset-owning carrier but is involved in cargo transfer. “Transportation intermediates use their expertise, technological investments, and human resources to assist both shippers and carriers in succeeding,” adds Voltmann.

	Both motor carriers and shippers benefit from the services provided by brokers. They assist transporters in filling their vehicles in exchange for a commission. They assist shippers in locating dependable motor carriers that they may not be aware of in the business; they have been there since the industry's inception in the early twentieth century.

	[image: Brussels hosts the 2nd European Truck Platooning Challenge event - ERTICO  Newsroom]

	1.1 The players

	This industry is broad and large, requiring a diverse group of players. In fact, several businesses utilize brokers as their traffic department, enabling them to manage all of their shipping requirements via the broker.

	Brokers who aren't new to the trucking industry may cross paths. But, in order to make things as straightforward and straightforward as possible, let's have a look at who the main actors are and what they do.

	
	• Freight broker: A freight broker acts as a go-between for shippers and carriers. “Truck brokers,” “transportation brokers,” and “property brokers” are all terms used to describe freight brokers. Though we'll use the word "freight broker" throughout this book, you may hear or see these alternative terms.

	• Shipper: A shipper is a company that transports items or commodities. Shippers may be individuals or corporations, but as a broker, you'll most often work with companies in the industrial or agricultural sectors.

	• Motor carrier: A motor carrier is a business that transports trucks. There are two kinds of motor carriers: private (a business that transports its own goods by truck) and for hire (a company that is paid to carry merchandise belonging to others by truck). For-hire carriers are divided into two categories: common and contract. A common carrier is obligated to serve the public under two strict conditions: mandatory service and responsibility for product loss or damage. A contract carrier delivers freight under the terms of a contract with one or a few shippers.

	• Freight forwarder: Freight forwarders are not the same as freight brokers and should not be mistaken with them. Typically, freight forwarders take custody of the items, combine several smaller shipments into one big cargo, and then arrange for transportation of that larger consignment. Surface freight forwarders utilize motor freight and rail carriage to carry products, air freight forwarders employ cargo and passenger airlines, and ocean freight forwarders use water carriers to transport commodities.

	• Import-export broker: These individuals act as intermediaries between importers and exporters (import brokers are also referred to as customhouse brokers). Import-export brokers work with the United States Customs Service, other government agencies, international carriers, and other businesses and organisations engaged in international freight transportation.

	• Agricultural truck broker: Agricultural truck brokers, who are usually tiny and only operate in one region of the nation, arrange motor carrier service for exempt agricultural goods.

	• Shippers associations: Shippers associations are tax-exempt, non-profit cooperative organizations established by shippers to pool cargo and decrease transportation expenses. Shippers organizations work similarly to freight forwarders, but their services are only accessible to their members and not to the general public. The number of shippers organizations has decreased considerably since the liberalization of transportation in the 1970s.



	Of course, in an ideal world, each entity in the business would perform its customary function, and that would be the end of it. The transportation sector, on the other hand, is evolving at a breakneck pace.

	1.2 How The Pioneers Started?

	When you ask a class of first-graders what they want to be when they grow up, you'll probably hear things like doctor, fireman, police officer, and lawyer; freight brokers are unlikely to come up. So, how did the successful freight brokers we spoke about get started in the industry?

	Three generations of Bill Tucker's family have worked at his Cherry Hill, New Jersey brokerage. In 1961, his father established the business by acquiring one of the few remaining broker's licences. Tucker was working in the computer business when his father died suddenly a few years later. He and his mother first chose to sell the company rather than shut it down, so he assisted in its operation while they looked for a buyer. Tucker, however, decided that he wanted the business for himself after months of waiting for a reasonable offer. He worked out a deal with his mother to purchase the business, and now he employs his own sons. Cathy Davis founded MCD Transportation Inc. as a consulting and commissioned sales firm in 1986 and gained brokerage authorization in 1991, after working in the transportation business for a number of years. Her daughters took over the Smyrna, Tennessee business when she died in 2002.

	Chuck Andrews founded his company in 1993 in Indianapolis. He was drawn to the brokerage industry after spending his whole professional life working for transportation firms and railways.

	If a man blows a tire, he will contact someone at one or two a.m. to get money to replace it. It's our worry as brokers—we want the freight to arrive on time—but it's not our issue since the driver will contact his dispatcher or company.”

	Ron Williamson worked for many large companies for 18 years as a corporate traffic manager and director of distribution. He'd previously worked for a railroad and a transportation consultancy company. He could no longer resist the entrepreneurial drive, and in 1981, he established his brokerage company in Bloomingdale, Illinois, as well as two trucking firms.

	Specialist or Generalist?

	As a broker, you'll be able to handle a wide range of freight. You may handle basic commodity freight, which consists of items that are generally simple to handle and do not need particular care. Alternatively, you may wish to get experience with large machinery, big loads, perishable goods, or even dangerous items.

	Don't restrict your speciality to well-known topics; instead, carve up your own niche. Tucker, for example, works with merchants on some intriguing projects. His business is hired by a large national retailer to manage the delivery of point-of-sale advertising displays that must be distributed to hundreds of locations on the same day. It's an essential step, but it doesn't happen often enough for the store to keep the necessary knowledge inhouse. Other large corporations use Tucker's firm to handle shipments associated with store openings and closings.

	1.3 Who Is Minding The Store?

	Even after deregulation, the transportation sector is still governed by a number of authorities. Intrastate freight, or shipments travelling inside a single state's boundaries, is the least regulated. That freight is governed by state laws and is usually controlled by the state's transportation agency, department of business and professional regulation, and/or department of revenue and taxes.

	Prior to 1995, the Interstate Commerce Commission (ICC), an independent body established by Congress in 1887 to oversee commercial activity across state borders, was the primary regulatory agency for interstate shipments (those travelling between states). The ICC was established in reaction to instability in the railroad business, after a Supreme Court decision in 1886 that said that states could not control interstate railways, thereby shifting the regulatory responsibility to the federal government.

	The commission's regulatory powers were originally restricted, but by the early 1950s, it had expanded to include all kinds of surface transportation vehicles and channels. The agency was chastised for regulatory overreach and for artificially inflating transportation and shipping costs. Deregulation of the transportation sectors had robbed the ICC of much of its rate-setting power by the early 1980s. The ICC was dissolved by Congress in 1995, and a Surface Transportation Board (STB) under the Department of Transportation (DOT) was established to handle the ICC's remaining regulatory responsibilities. The STB, the DOT, and the Federal Highway Administration are the main authorities in charge of motor freight transportation today.

	1.4 Do You Have What It Takes?

	This isn't for the faint of heart or the timid individual who prefers shuffling papers behind a closed office door. Courage and an outgoing attitude, on the other hand, aren't enough to ensure a successful freight brokerage.

	“Anyone engaged in operations must be able to manage stress, make fast choices, handle numerous duties, have a strong phone voice and communication skills, and possess some basic business knowledge,” according to the late Cathy Davis. You must comprehend not only the freight sector but also the business needs that your clients confront.

	Communication skills and strong industry background are essential for brokers, according to Chuck Andrews. To show your expertise, you must be able to speak industry jargon. “The worst thing you can do is contact a shipper and start messing about on the phone,” he warns. “He'll never give you any freight because he'll see straight away that you're unfamiliar with the industry, and he won't trust his products being transported with you.”

	You must be "a good all-around guy," according to Ron Williamson. This necessitates familiarity with the financial, sales, and operational aspects of the business.

	“The future for intermediaries is extremely bright,” says TIA's Voltmann, as asset-owning carriers focus on what they do best and shippers focus on their core skills. Intermediaries offer the creativity and experience that shippers and carriers need. As a consequence, advancements will continue, providing customers with more options and cheaper costs.”

	So, where should you begin? In Chapter 2, you'll learn all you need to know about laying the groundwork for your freight agency.

	 


Chapter 2: What Does The Business Require?

	

	Many industry participants are unsure what is regulated and what isn't after the collapse of the Interstate Commerce Commission and other elements of transportation deregulation. This chapter will explain the legal and practical criteria for establishing and operating a freight brokerage firm.

	Financial responsibility is shown through a surety bond or trust fund. This implies you must show that you have the necessary liquid assets to fulfil your commitments and pay any possible claims. You have the option of using your own resources or hiring a bonding firm. Form BMC 84 is used to submit proof of a surety bond, whereas form BMC 85 is used to file evidence of a trust fund with a financial institution.

	Designation of process agents implies you must submit a designation of a person on whom judicial process may be served in each state where you maintain offices or create contracts. When your application is accepted, the FHWA will provide you with a permit with an MC number, which will allow you to work as a broker in the United States. You must also follow the rules or regulations that apply to that individual when acting on behalf of a person obligated by law or FHWA regulations as to the transmission of invoices or payments.

	In addition to federal requirements, you'll need whatever municipal and state governments to need in terms of business licences and/or operating permissions. Find out what you need and what it takes to get these licences and/or permits from your local planning and zoning agency or city or county business licensing department. You may require a municipal or county-issued occupational licence or permission; a fire department permits if you're in a commercial site and/or open to the public.

	[image: Kepler]

	2.1 Education and experience

	Before establishing your own brokerage, the brokers we spoke with suggested working in the business as a shipper, carrier, or both. Not only will you acquire technical knowledge, but you'll also establish connections that are crucial to your success in this industry.

	Cathy Davis began her career as an inventory control clerk at a river port before moving on to sales for motor and air freight carriers. “I was lucky to be mentored by the owner of one of the LTL carriers I worked for, and I assisted in the design of a new terminal and sat on an employee advisory board,” she said. Her consulting company allowed her to learn even more about being a broker; she worked as an agent for brokers before becoming one herself, giving her both hands-on experience and the chance to establish her reputation. “With complete disclosure of purpose and a formal agreement, I strongly endorse this starting method,” she added. She and her children each obtained the Certified Transportation Broker certification from the Transportation Intermediaries Association before taking over the business in Smyrna, Tennessee.

	Chuck Andrews, based in Indianapolis, has worked for a large LTL carrier, was the president of a truckload (TL) carrier, and has worked in railroad operations.

	New brokers, according to Davis, need "a solid sales experience, excellent business advisers, and a willingness for further education."

	2.2 Building carrier relationships

	How do you establish strong, good bonds with carriers? Davis said, "Pay on time and at fair rates." Of course, having “driver-friendly” freight is a plus, and communication is essential, she said. “We utilise a load-matching tool to assist in the search for carriers, but we also network with members of different organisations. We consider the carrier to be a client, and we treat them with the same level of professionalism that we do with shippers.”

	The most difficult aspect of starting a business may be establishing and maintaining connections with carriers. Brokers that owe carriers money are not unusual to go out of business. As a result, truckers are very picky about who they do business with. Even if you have a surety bond and all of your documentation in order, carriers may be wary until you demonstrate that you can and will pay.

	It's an issue that can only be solved with time. Expect it will take a long time to develop your company. When you add a trucker, provide a package that contains business information, a list of key employees, bank information, and carrier references to establish yourself as a dependable, professional broker. Remember that getting that initial load moved and then expanding on that for your credit references is the most difficult aspect.

	When negotiating payment arrangements with your carriers, it's critical to understand the economics of the transportation industry. ICC rules formerly required freight bills to be paid within seven days; however, with deregulation, this is no longer the case. Carriers, on the other hand, operate on razor-thin margins and pay the majority of their costs on a particular cargo before ever picking it up, so cash flow is just as important to them as it is to the broker.

	Some brokers prefer not to pay the carrier until they are paid themselves, and although this is a safe strategy for the broker, carriers are unlikely to be happy about it. “Carriers argue that they use a broker, so they don't have to conduct credit checks on clients or offer the sales and service that we provide,” says Bill Tucker, a freight broker in Cherry Hill, New Jersey. “One of the reasons the carriers would sell to you at a cheaper price than they would charge the shipper directly is because of this. ‘You manage the credit for your client base, and you pay me whether you get paid or not,' the carriers say. It simply makes things easier and cleaner.”

	Tucker points out that there are instances when invoicing may quickly increase, such as with high-volume shippers or a unique seasonal scenario, and the broker and carrier agree to share the financial risk. Those contract provisions, however, are the exception. 

	2.3 Banking on your banker

	For brokers, strong banking connections are essential. It's very uncommon for a new broker to need a line of credit of $250,000 to $300,000 in order to pay carriers before receiving payment from shippers. The trucks will not carry your freight if you do not pay them on time. You have no business if you don't have someone to transport your cargo.

	Of course, you don't want to go into a bank with nothing in your pocket and ask for a large line of credit. Create a professional document that contains a comprehensive business strategy and clearly shows to the bank that you are not a credit risk and that extending you a line of credit would benefit them. Because you don't have any assets to give a lender as security as a broker, your credit rating and presentation are crucial. Take your package to a business loan officer rather than a personal loan officer. Get a recommendation from a satisfied client, and schedule your initial meeting with the banker—this demonstrates that you respect both the banker's and your own time.

	It's a good idea to have connections with more than one bank in these days of banking mergers and acquisitions, as well as staff churn. If you have a single line of credit with one bank and that bank is sold, your line of credit may be terminated without your knowledge. If you have a good connection with a loan officer and he or she is promoted, moves, or changes positions, the new loan officer may not be as responsive to your requirements. Protect yourself by ensuring you have a financial backup plan in place.

	 


Those crucial clients

	Sure, you need good connections with your carriers and lenders, but your client base is the most important external aspect of your company. While you'll conduct some cold calling to promote your company, the majority of your clients will come through recommendations, connections, and networking. You may utilize your connections to get in the door, but keep in mind that this is a commercial deal, not a relationship. If your price isn't competitive, just though you know someone doesn't imply they'll offer you their business.

	Of course, there's more to it than just the price. It is critical to communicate. Inform consumers about the status of their shipments; this requires nearly daily communication, although it may frequently be accomplished through email. Shippers need the assurance of knowing when their freight is moving according to plan, as well as the ability to respond properly if it isn't. Most shippers are capable of dealing with technical, weather, or traffic delays if they are aware of them. Allow them to discover from their customers that shipments were not delivered on time; inform them ahead of time that the truck isn't going to make it for whatever reason, and when they may anticipate delivery.

	2.4 Record keeping requirements

	What kinds of records you must keep are specified in the Code of Federal Regulations? You may maintain a master list of shippers and carriers to prevent having to repeat information, but you must keep a record of every transaction. This record must include the following information:

	
	• The consignor's (shipper's) name and address; 

	• The number on the bill of lading or freight bill

	• The amount of money received by the broker for brokerage services rendered, as well as the payer's name

	• A description of any non-brokerage services provided in conjunction with each shipment or other activity, as well as the amount of remuneration received and the payer's name.

	• The amount of any freight costs collected by the broker, as well as the date on which the carrier was paid.



	These documents must be kept for three years, and each party to a transaction has the right to see the records related to that transaction.

	Be careful of what you say.

	There may be times when you're with other brokers—or even shippers and carriers—and the topic of discussion is about clients you both have. Protect your clients' privacy as well as the secrecy of their companies. Not only is this good business sense, but you're also forbidden by law from providing information to a third party that might be used against the shipper or consignee.



	



	Chapter 3: Operations

	

	Freight brokering is a straightforward idea. The cargo is delivered to you by a shipper. You fill out your own paperwork and call your carriers to see if they have a vehicle available. If you already have a connection with a carrier, send an amendment to your basic contract describing this specific load and pricing. If the carrier approves, the company's representative will sign the paper and return it by fax or email. (If you don't already have a connection with the carrier, you'll need to establish one before finalizing the transaction on the first shipment.) The driver is then sent by the carrier. It's a good idea to have the driver contact you to check that the cargo was picked up and delivered.

	The carrier will give you an invoice and the original bill of lading once the cargo has been delivered. Invoice your client (the shipper), pay the driver, and repeat the process with another cargo, ideally.

	3.1 Facts on file

	You'll need information from both the shipper and the carrier when planning a shipment. You should keep a lot of this information on file at 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 the physical one

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

	• Contact people (including traffic and shipping managers, freight payable per-son, and anyone else you may deal with)

	• E-mail addresses of all contacts

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

	• Pallet exchange requirements

	• Special requirements

	• Pickup information you require (such as warehouse locations or distribution points)



	Although this information is unlikely to change often, you should always double-check that you have the most up-to-date information. Anything you learn about over the course of processing a cargo, such as a change in staff or a new phone number, should be updated right away. You should contact each client once a year to review their information. Explain to the client that you have a policy of reviewing your files on a regular basis to ensure their completeness and correctness and that you'd want to go over what you have on file to ensure it's accurate.

	This information is important not just for your carriers (how else would they know where to transport the freight if you don't tell them? ), but it also provides you with another possible shipper. If the consignee (shipper's receiver) is a factory, they may have items available for your carrier to pick up after dropping off your first cargo. The carrier has a profitable round trip if the consignee has freight to send back to the original shipper—or perhaps someone else in the same area—and your carrier can handle this load as well. The trucker doesn't have to return empty (which means he won't make any money) or go out of his way to locate a load on his own.

	Find out ahead of time whether the shipper needs a pallet exchange, which eliminates the need for carriers to return pallets to shippers and for shippers to replace pallets on a regular basis. This is how it works: Pallets are filled with a variety of products, which are subsequently loaded into vehicles. Many truck drivers transport empty pallets in their vehicles. They swap their empty pallets for those utilised by the shipper for the items recently picked up when they get a shipment on pallets. The filled pallets are exchanged for empty pallets when the driver arrives at the destination, refilling the driver's supply.

	Include the identifying numbers of the tractor and trailer that transported the cargo when filling out a load sheet for each shipment. It is normal for the carriers to give you their equipment numbers.

	Carrier information

	Keep track of carriers, even if you don't have any loads for them right now. By keeping track of carriers, you'll be able to see the routes they take and what kind of vehicles they drive. When a shipper calls, you'll be able to swiftly choose a carrier using this information. Keep the following details in mind:

	
	• 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 tollfree numbers

	• Contact person (in most cases, the dispatcher)

	• E-mail addresses of all contacts

	• Other terminals, phone numbers, and contacts

	• Type and size of the 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



	In addition to the fundamental information about a carrier that aids in your decision-making, you should acquire the following extra facts before entrusting that carrier with a load:

	
	• Copy of current insurance certificates and updates

	• Certificate of authority

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



	These important papers demonstrate that the carrier is permitted to carry freight and is covered by insurance in the event that cargo is lost or damaged. Not only should you check that the carrier is insured, but you should also keep track of when the insurance will expire. When that day comes, make sure the coverage has been renewed by contacting the provider. A clause in most insurance certificates states that if coverage is cancelled, the holder will be informed by the firm.

	In addition to these things, get a statement from your carriers stating that they are fully responsible for all fuel taxes, including ton-mile taxes (taxes based on weight and distance) in all states they pass through. They shall also pay penalties for any breaches committed while on lease or contract. Though most carriers make paying penalties a regular part of their business, you should acquire a formal agreement to that effect and keep it in your files.

	You should also save copies of any contracts, bills of lading, and invoices you send or receive, as well as all communications, agreements, rate quotes, policy changes, memoranda, and so on.

	3.2 Finding carriers

	In the United States, there are more than 600,000 interstate motor carriers. As a broker, your duty is to find those who can offer the services your clients need and to verify their trustworthiness before recommending them.

	Carriers may be found in a variety of directories and trade publications. Word-of-mouth is another excellent method to discover carriers; while you're networking, take attention to what others are saying about certain trucking firms and follow up on positive feedback.

	Trucks may be seen at truck stops and on the highway. Speak to the driver and learn about the business if you notice clean and well-maintained vehicles. If speaking with the driver isn't possible, write down the business name and headquarters address (which should be on the truck or cab) and contact the company. Of course, don't forget about the internet as a carrier source. Shippers and carriers may publish their freight and equipment requirements on a variety of internet databases. After you've chosen a carrier that seems promising, you'll need additional information before entrusting a cargo to it. Request a copy of the carrier's authorization certificate, current insurance certificates, and current rate. You should also get recommendations from happy clients and thoroughly investigate them. Finally, verify the carrier's financial status with a credit reporting agency or a financial rating service. You want to be certain that the carriers you deal with are dependable and financially stable.

	Use big airlines with terminals all across the nation sparingly. These carriers don't transport goods from the point of origin to the point of destination; instead, they relay a load from one terminal to another. This procedure takes longer and requires more handling, which raises the chance of loss or damage. It's preferable if the same driver picks up and delivers the cargo.

	Some carriers use a practice known as pooling, in which cargo is dropped off and left until a driver with the appropriate equipment and destination is available to pick them up. Though this may seem to be a cost-effective technique, it results in delays in travel time, and you should avoid carriers that utilize it. By allowing your shippers to fulfil tight delivery deadlines, such a policy will offer you a competitive advantage.

	3.3 Rates and commissions

	It's a good idea to start with FTL shipments since they're simpler to manage than LTL shipments. Many carriers won't accept a partial load, so you'll have to arrange for the driver to pick up two or more LTL shipments bound for the same location. When you're just starting out, this may sound daunting, but as you acquire expertise, you'll be able to manage both FTL and LTL shipments with ease.

	The weight of the cargo and the distance it must travel are the two most important considerations in determining freight costs. The kind of truck required, whether the driver must make one or more trips to pick up the freight and if the driver must make more than one stop to deliver the products, all influence rates. Each cargo is entitled to one free pickup and delivery; you may typically negotiate a fee with the carrier for subsequent stops.

	Get a sense of the current "going rates" for the kinds of shipments you're likely to handle before you start searching for rates for particular shipments. You may accomplish this by obtaining and reviewing copies of tariffs from various carriers.

	Many shippers, particularly big businesses with skilled traffic departments, will tell you how much they're prepared to pay rather than leaving it up to you to estimate a fee. If this sum is too high, you'll have to either bargain with the shipper or reject the cargo.

	It's not easy to figure out the freight price. Carriers negotiate prices depending on a variety of variables, including commodities, value, equipment availability, volume, customer service characteristics, and payment history. As a broker, you must be aware of market problems as well as factors that may lead to per-mile rate hikes or reductions, such as driver shortages, fuel surcharges, seasonal fluctuations, toll highways, and so on.

	The commissions you get on each load are the source of your revenue. You may charge the shipper for the amount you'll pay the carrier plus your commission, or the carrier can bill the shipper directly and give you a commission from the proceeds.

	Billing and commissions are usually handled by having the carrier charge you first, and then you bill your consumers. Bill Tucker, a freight broker in Cherry Hill, New Jersey, says this is simpler and less complicated for clients than being invoiced directly by the carrier. Your clients will get several types of invoices on various billing cycles if the carrier bills them directly, and they will have to perform the additional effort of matching the bill to the cargo. “It gets a little complicated when their computer produces a bill of lading for the broker and the carrier bills them,” says the broker.

	Your commission is adjustable, and you may earn as much as the traffic will allow. The average broker commission is between 5% and 11% of the shipping costs, with some brokers earning even more, while a new broker may anticipate making between 8% and 10%. Knowing your market is crucial in this situation. If you work in a highly competitive market, such as Atlanta, where there is a lot of freight but few vehicles, your commission will be much lower than the industry average.

	Remember that your commission is your gross income, and you must pay your overhead out of it: rent, taxes, payroll, sales commissions, utilities, loans, and so on. Most brokers, according to Ron Williamson, are fortunate to make a net profit of 1–2% after costs.

	Although the overall freight charges for shipments must be agreed upon by you, your carriers and your shippers, the costs of carrying freight may be broken down into smaller components. These figures are used by shippers to establish pricing for their products and calculate profit margins, as well as by carriers to evaluate their own profitability. Carriers, for example, are interested in the overall cost for any particular journey as well as their fee per mile. Shippers are often interested in the cost per hundredweight (abbreviated "cwt"), which is usually measured in 100-pound units. Simple arithmetic may be used to compute these figures.

	Quoting Rates

	To quote a rate for a customer, follow these 10 steps:

	
		Find out the point of origin.

		Find out the destination. 

		Determine the gross weight of the load.

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

		Check whether pallets are required. 

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

		Find out when the load(s) can or must be delivered.

		Ask if appointments are necessary at origin or destination.

		Find out who gets billed for the freight charges.

		Obtain the frequency and number of similar shipments.



	You'll be able to contact carriers for accurate quotations with this information. Few things in our industry are more aggravating than quoting a cost based on inadequate information, only to discover later that the client needs more services for which you must charge, which means you must notify them that their final price will be greater than your initial estimate. (This, needless to say, irritates consumers.)

	3.4 Documents

	After you've matched a cargo with a carrier, you'll need to fill out a few pieces of paperwork. First, you and the carrier must agree on a contract that covers both current and future transactions. The Transportation Intermediaries Association includes sample agreements in its New Broker Kit (contact information can be found in the Appendix under "Publications, Books, and Training Resources"). However, the freight brokers we spoke with advised that you create your own contracts, agreements, and forms, tailoring them to your specific operation.
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