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Abstract: Due to globalization, the number of companies operating overseas is constantly expanding along with the orga-
nizations offering the capability to deal with the complexities inherent in international trade. Since international freight
forwarders (IFF) are considered the main logistic mediator in international trade, selecting an IFF is a significant element
in a company's success overseas.

This paper examines key considerations among Israeli business executives when selecting an [FF. The conceptual model
that was developed describes the relationship between the characteristics of the business environment in which IFF clients
operate and the factors affecting the choice of an IFF. Three factors were used to define the client's business environment -
company size, number of destinations, and the scope of use of IFF services. Two characteristics described respondents -
seniority and training. After a detailed study of the literature and discussion with long-time IFF users, the authors identi-
fied 18 factors in selecting an IFF. These factors were analyzed and then organized in groups in regard to reliability, IFF
business environment, information management, service and prices.

The Reliability group was found to be the most important for IFF clients. It was followed by the Service and Prices group.
The group of least importance is Information Management.

Data for this study was collected using a questionnaire administered to some 200 organizations. The return rate was about
25%. The questionnaire's reliability (Cronbach's a) is 0.829, consistent with the fact that only 6% of the respondents sug-

gested further reasons for choosing forwarding companies beyond those suggested.

INTRODUCTION

To remain competitive on a global scale, companies must
increasingly rely on the services of intermediate suppliers
[1]. The primary logistics middleman for cross-national trade
has traditionally been the international freight forwarder
(IFF) [2]. In [3], forty percent of 370 respondents in the US
stated that IFF companies handle all their international
freight. Almost 75% said that they had been using the serv-
ices of these companies over the past ten years. Similarly, in
[4], 92% of the companies use IFF services and 75% of the
international freight of these companies is handled by IFF. In
short, companies are more keenly aware than ever that their
IFF will affect organizational resources, inventory manage-
ment, and production planning, cash flow and product qual-
ity. The process of choosing an IFF company thus becomes a
high priority activity in which company officials, primarily
logistic managers, compare IFF companies according to a
broad set of criteria and factors.

The empirical study presented in this paper examines the
key factors affecting the choice of IFF companies, as per-
ceived by their Israeli clientele. The objectives of this study
were to identify and rank the key factors for selecting IFF
providers; to organize these factors in groups and to rank
their importance; and finally, to assess the influence of the
client's business environment in selecting an IFF provider.
The study's results represent a tool that may help logistics
managers in selecting an IFF.
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LITERATURE REVIEW

In this paper we adopt the definition of an international
freight forwarder from [3]: “An international trade specialist
who can provide a variety of functions to facilitate the
movement of cross-border shipments The functions provided
by IFF company include: delivery and distribution services;
handling payment arrangements; assistance in paperwork
required for deliveries; and organizing local and international
shipping; information services; insurance; customs services;
warehousing and consolidation services [2].

Studies identifying the key factors which are important
for IFF clients in freight service selection, international or
otherwise, vary since there are many different types of carri-
ers, including: customhouse brokers (CHBs); non-vessel
operating carriers (NVOCCs); and export management com-
panies which characterize themselves as third-party logistics
providers (TPLs), i.e., external companies performing func-
tions traditionally conducted in-house [5]. In the face of the
proliferation of different types of carriers, previous distinc-
tions seem increasingly blurred the more that added respon-
sibilities are taken on [2].

Studies also differ by the research methodology used.
The methodology used in this study involved respondents
rating a list of factors presented to them in a questionnaire.
This methodology was used by [3, 6-8]. Other methods can
be found in the literature such as the expert system (ES) de-
veloped in [4] and an analytical hierarchy process (AHP) in
[9, 10]. Recently in [11] a theory of reasoned action (TRA)
model which assess the actual purchase intention of the re-
spondents was implemented.
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There is a range of different factors deemed important
when selecting an IFF and no common opinion emerges
from the literature regarding how the selection factors should
be grouped. In [12], seven categories: freight rates; reliabil-
ity; transit time; over-supply, short-supply and damaged;
market and carrier considerations; and product characteris-
tics while [7] considered four groups of factors: timing,
price, security and service. In [10] it was suggested that se-
lection criteria can be grouped into the following categories:
supplier criteria, product performance criteria, service per-
formance criteria and cost criteria.

In [12] a review of eleven empirical studies, it was found
that despite the difference in selection factors and how they
are categorized, reliability seems to be the most important
factor and that forwarding time is more important than
freight price.

In [6], Irish freight shippers and suppliers rank a list of
service attributes. They found that shippers and freight sup-
pliers employ different criteria in selecting a freight transport
service. The most important factor for a freight supplier is
the issue of punctuality. However, among shippers, punctual-
ity is second to the ability to respond quickly to any problem.

In [3], American IFF customers rank the following fac-
tors in selecting a forwarder: expertise; size; experience with
the customer's products; convenience; geographic deploy-
ment; company reputation; prices; personal attention; finan-
cial stability; number of services; the ability to provide rele-
vant information; and reliability of service. They found reli-
ability to be the most important factor, followed by exper-
tise, with costs ranking sixth.

In [7], Norwegian exporters ranked a broad range of fac-
tors arranged in four groups: timing, price, security and serv-
ice. Cost factors were found to be the most important.

In [8], factors affecting IFF selection as perceived by IFF
companies and their customers in the US in 2001 compared
to 1991. The results show that IFF customers in 2001 were
more concerned with information access, consistent carrier
performance, customer relations and availability of desired
services. [11] is the first to consider carrier security. How-
ever, the results show that security was the least important
among the various factors that were evaluated.

In summary, pervious papers about supplier selection
decisions differ in terms of type of carrier studied, method-
ology, the range of factors considered important and the
manner in which these factors are classified.

One aspect which, to the best of our knowledge, has
never really been examined, but would seem to be of consid-
erable importance, is the influence of the client's business
environment in selecting an IFF.

Most of the studies to date focus on the national aspect.
Different national backgrounds impact client's consideration
in selecting a supplier [1]. This result was illustrated from a
comparison of five countries -- US, UK, Norway, China and
Germany — and how they rank nine factors when selecting
suppliers. They found that the first priority factor in China,
US and UK is quality with delivery performance second. In
Germany and Norway, however, just the opposite prevails. It
is hoped that this study will contribute to the literature re-
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garding the Israeli perspective as well as direct academic
attention to the environmental element in selecting an IFF.

METHOD

A two-part questionnaire was formulated and mailed to
200 Israeli exporters and importers that currently use IFF
services. These exporters and importers were spread across
the whole business spectrum and range from exporters of
vegetables and high tech equipment to importers of shoes
and ladies handbags. While 200 may not seem particularly
high, in terms of the Israeli business scene, this is a substan-
tial figure. A total of 50 viable responses were received re-
sulting in a 25% percent response rate which is typical for
postal surveys of businesses. (See, for example, [3,7]). In
Part 1, the respondent was asked to rank each factor's impor-
tance on a 1-5 Likert-type scale (1 = "not important”, 5 =
"very important"). Part 2 examines the business environment
characteristics which are known or assumed to affect logis-
tics and forwarding decisions.

In this study, 18 factors (see Table 1) for selecting an IFF
provider were identified. All the factors, apart from Classifi-
cation Retention and Taxation, are mentioned in the litera-
ture reviewed in the previous section. Classification Reten-
tion measures the IFF's ability to create a classification data-
base for each client for custom duties. This classification can
be used by the client in order to reduce the amount of custom
duties paid, by choosing categories that are tax-free. Taxa-
tion measures the forwarder's ability to minimize taxes borne
by the client. We included those two factors since the for-
warder's ability in dealing successfully with taxes and duties
facing Israeli exporters can create considerable added value
in terms of reduced international forwarding costs.

A factor analysis resulted in four factor groups used to
develop four dependent variables:

Group I — Reliability included the reliability of service,
reliable information and deadlines factors, with a Cronbach
alpha reliability of 0.870.

Group II — IFF Company's Business Environment in-
cluded size, quality certification, business experience and
additional logistics services factors, with a reliability of
0.815.

Group III — Information Management included online
pricing, reporting tools, classification retention and informa-
tion availability, with a reliability of 0.839.

Group IV — Service and Prices included customization,
personal attention, expertise flexibility and competitive
prices with a 0.609 reliability rating.

Group criteria, factors in each group along with their
loading factors are summarized in Table 2.

The factor "Taxation" was not included in any of the four
groups since its loading factor was low. This factor was
treated as an individual dependent variable.

To study the influence of business environment charac-
teristics on the clients of IFF companies regarding these
group criteria, we selected five characteristics which we used
to develop five independent variables: company size; scope
of use of IFF services; number of destinations; respondent's
seniority and training.



Key Factors in Selecting an International Freight Forwarding Company

Table 1. IFF Evaluation Factors
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Factor

Explanation

Expertise

Degree of expertise in providing relevant services

Personal attention

Ability to work with one contact point personnel

Customization

Ability to meet unique customer requirements

Flexibility

Ability to provide both air and sea freight services

Additional logistic services

Ability to provide a wide range of services

Reliability

Reliability of the IFF's service

Meeting Deadlines

How well the IFF meets pickup, delivery and distribution deadlines

International Deployment

No. of branches/offices worldwide; no. of countries in which the IFF is represented

Quality certification

How well the IFF meets ISO 9002 and IATA and FIATA standards

Experience

Years of forwarding activity

Company size

No. of IFF company employees

Information availability

The ability to access/interface with the IFF's information technology

Reliable information

The reliability of IFF's information systems

Online pricing

The ability to receive price quotes over the Internet

Reports tools

The customer's ability to produce status reports independently

Competitive prices

Ability to offer attractively priced services

Taxation

Ability to minimize the customer's tax payments

Classification retention

Ability to create a customs classification data base

Firm Size

Firm size has been used as differentiating variable in pre-
vious choice of transport studies. (See, for example,
[3,7,13]). Results in pervious studies were not consistent, in
[3], it was found that larger firms assign greater importance
to IFF's expertise and reliability. However their results indi-
cated highly similar rankings between larger and smaller
firms. In this study, three categories are used to classify the
client's company size: up to 50 employees, 50 to 200 em-
ployees, more than 200 employees.

Scope-of-Use

offering value added services and move towards becoming a
logistics service provider [2]. The evolution of the concept of
"total logistics support” led IFF companies to offer value
added services such as customs clearance, logistics manage-
ment, information technology and more [2,13]. In order to
measure to what extent clients purchase the additional serv-
ices that IFFs offer, we defined scope-of-use of IFF services.
We employ scope-of-use as a segmentation tool and define

Table 2. IFF Selection Group Criteria

Group Criteria Factor Factor Loadings

Reliability of service 0.861

Reliability Reliable information 0.842

Meeting deadlines 0.805

Customization 0.874

Personal attention 0.408

Servip cand Expertise 0.576

Prices

Flexibility 0.502

Competitive pricing 0.172

A recent study found that some IFF companies begin by Online pricing 0.876

Information Reporting tools 0.871

Management Classification retention 0.798

Information availability 0.383

IFF size 0.832

International deployment 0.836

IFF .business Quality certification 0.814
environment

Experience 0.674

Additional logistic services 0.556

three categories which classify scope-of-use in this study: (1)
international forwarding only; (2) a complete "solution" for
all of an organization's logistics requirements; (3) interna-
tional forwarding requirements and part of the organization's
logistics requirements

Respondent Seniority

We defined a senior respondent as one who was ten or
more years in present position. Respondent seniority

measured by the length of time in one's position has been
used as a differentiating variable in [3]. They found that less
experienced respondent assign greater importance to exper-
tise and prices. On the other hand they found a very high
degree of similarity in within group ranking.
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Number of Destinations and Respondent Training

The characteristics "number of destinations" and "re-
spondent training" were chosen as differentiating variables in
this study although they do not appear in previous transport
choice studies. We used these factors as differentiating vari-
ables in regard to a particular company and respondent char-
acteristic since we assumed they affect decisions about logis-
tics and forwarding matters. A small number of destinations
may impact the dependence of the company on the IFF pro-
vider while respondent training is assumed to have influ-
enced a respondent's knowledge and skill.

The relationships regarding the influence of the five in-
dependent variables on the four groups (dependent variables)
are described in five propositions.

Py: IFF selection groups will be influenced by a client's
company size.

P,: IFF selection groups will be influenced by the range
of services the client may purchase from an IFF.

P3;: IFF selection groups will be influenced by the number
of import/export destinations of the client.

P4: IFF selection groups will be influenced by client sen-
iority.

Ps: IFF selection groups will be influenced by the client's
training.

RESULTS AND DISCUSSION

Respondent Profile

Of the fifty respondents who participated in the study,
20% were junior executives; some 13% were senior execu-
tives; and the rest mid-level executives. It appears that
among Israeli exporters and importers, mid-level manage-
ment usually makes forwarding decisions (as shown also in
[7]). Most (60 %) of the respondents had some post-
secondary education; 30% had secondary education; and
10% had a second or third academic degree. Most (58%) had
also received relevant professional training over the three
years prior to the study.

The mean seniority was 8.09 years, albeit with a high
standard deviation of 6.92. More than a third (39%) had a 0-
5-year seniority and 35% had a 5-10-year seniority; The rest
(26%) had been working for their company for more than ten
years.

Forty-two percent of the respondents were working in
organizations with up to fifty employees; 20% in organiza-
tions employing 50-200 workers; and the rest (38%) were
employed by large organizations with more than 200 em-
ployees.

In most cases (68%), the service provided by the IFF was
international forwarding alone. In 20% of the cases, part of
the service included logistics while in 12% the IFF provided
a complete solution for all the logistics services.

The mean number of export and import destinations was
12, with a high standard deviation of 11. 38% of the compa-
nies had ten destinations or more while 38% had up to five
destinations and 24% had five to ten.
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Table3. Importance of IFF Selection Factors
Factor Name Mean Rating SD Min | Max
Reliability of service 4.78 0.648 1 5
Deadlines 4.72 0.701 1 5
Competitive prices 4.70 0.647 2 5
Reliable information 4.66 0.798 1 5
Expertise 4.62 0.602 3 5
Customization 4.58 0.575 3 5
Personal attention 4.46 0.676 3 5
Taxation 4.40 0.881 2 5
Flexibility 4.18 0.983 2 5
International deployment 4.06 1.029 1 5
Information availability 3.94 0.998 1 5
Quality certification 3.90 1.147 1 5
Additional logistic services 3.84 1.076 1 5
Business experience 3.70 1.093 1 5
Classification retention 3.59 1.098 1 5
Reporting tools 3.52 1.249 1 5
Online pricing 3.38 1.193 1 5
Size 3.26 1.157 1 5
PERCEPTIONAL ANALYSIS

Eighteen IFF selection factors were included in this
study. Their statistics are presented in Table 3. The three
most important factors are reliability (M = 4.78; SD = 0.648),
Meeting Deadlines (4.72; 0.701) and Competitive Prices
(4.70; 0.647). All scores ranged between 1 and 5.

These findings are similar to those reported in [3,12]. The
Meeting Deadlines factor was also found to play a pivotal
role in previous studies [7]. Finally, as with our study, in [7]
Competitive Prices is the most important price factor.

As in [7], in which no single dominant service factor was
found, we also didn't find any significant difference between
three of our four service factors: Expertise, Customization
and Personal attention (ranked fifth, sixth and seventh, re-
spectively).

After having ranked the given factors, our respondents
were asked to list other factors which were not included in
the survey. Most (94%) did not add any other factors. The
questionnaire's reliability (Cronbach's a) is 0.829.

Five groups were defined as a result of factor analysis:
reliability, IFF business environment, information manage-
ment services and prices. The ranking of the group impor-
tance in presented in Table 4.

The Reliability group was the most important, with a
mean of 4.72 and a standard deviation of 0.640. This group
comprised reliability of service, reliable information and
meeting deadlines. The literature indicates that these factors
are very important factors [3,12].
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The next group was Service and Prices (M = 4.51; SD =
0.445). McGinnis (1997) also found that reliable service is
usually more important than freight rates.

Business Environment ranked third (M = 3.75; SD =
0.835). The least important group was Information Manage-
ment (M = 3.60; SD = 0.946). Information management
group comprised online pricing, reporting tools, classifica-
tion retention and information availability. This result sug-
gests that respondents take information tools for granted and
assume that these services are given anyway.

Table4. Importance of IFF Selection Groups
- . Cronbach Alpha
Group Criteria Mean Rating Reliability
Reliability 472 0.87
Service and Prices 4.51 0.609
IFF business environment 3.75 0.815
Information Management 3.60 0.839

EVALUATION OF PROPOSITIONS

Each of the five propositions described earlier was tested
using the Spearman's correlation for the continuous inde-
pendent variables and independent samples T-tests and one-
way ANOVA for the independent grouping variables.

Only one proposition with respect to number of destina-
tions was supported. It was found that the Reliability group
and the Service and Prices group are significantly more im-
portant to clients who export/import from and to a smaller
number of destinations than to clients with a larger number
of destinations. Results are presented in Tables 5 and 6.

The evaluation of the propositions implies that the aggre-
gated data regarding the importance of IFF selection factors
(see Table 3) and the importance of IFF selection groups (see
Table 4) are sound and are not influenced by the client's
business environment.

TableS. Correlation Analysis
Business Environment Characteristics
Group (Continuous Variables)
Criteria Company Number of Respondent's
Size Destinations Seniority
Reliability -0.009 -0.504%* 0.096
Service and Prices -0.055 -0.329* -0.039
Information 0.043 20269 0.117
management
IFF business 0.069 0.040 -0.073
environment

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

CONCLUSIONS

The factor perceived as most important to Israeli interna-
tional traders is Reliability. This observation is supported by
the literature. We also found that the Reliability group of
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factors is the most important, with an average of 4.72 which
indicates that, overall, this group is very important to re-
spondents. The second most important perceived factor is
Deadlines. The ability of forwarders to meet deadlines di-
rectly affects their clients' ability to meet their own obliga-
tions towards their customers and to provide them with reli-
able supply schedules. Note that this factor is also related to
reliability, as shown in our factor analysis.

Table 6. Analysis of Variance & Independent Sample T-Test
Business Environment Characteristics
(Grouping Variables)
Group Criteria
Range of Service the Client Client's
Purchase from an IFF Training
Reliability F(2,47)=2.464 t(48)=1.411
Service and Prices F(2,47)=0.738 t(48)=0.151
Information F(2,47)=0.788 1(48)=0.330
management
IFF business F(2,47)=0.246 1(48)=-0.707
environment

** Differences are significant at the 0.01 level (2-tailed).
* Differences are significant at the 0.05 level (2-tailed).

The third most important factor is Competitive Prices. In
addition, the Service and Prices group ranks second in im-
portance with a 4.51 average. Selecting an IFF company is
basically an economic decision, based, to a large extent, on
cost considerations.

Our analysis suggests significant differences in regard to
the number of destinations a client may have. We found that
the importance of the Reliability group and Service and
Prices group is significantly higher for respondents who
work in a company with a smaller number of destinations.
Finally, our findings did not support other relationships be-
tween the client's business environment and group of factors.
Consequently the study suggests that the aggregate data re-
garding the group criteria is sound and not influenced by
respondent characteristics and the business environment.

The present study investigated the perception of IFF cus-
tomers as to the most important factors in selecting an IFF
service provider. Future research might examine the impor-
tance of key factors from the viewpoint of the freight service
providers and then to compare the different perceptions of
providers and clients. Another area for further research
would be to repeat the present study using a different sam-
pling frame, which would examine whether the results would
be similar or different among IFF users from other countries.
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