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A B S T R A C T . 

H E A V I E R GOODS V E H I C L E S - A B E H A V I O U R A L APPROACH TO 
C O S T I N G AND R A T E S E T T I N G 

b y SHARON H A L L E T T 

T h e d e b a t e s w h i c h f o r e s h a d o w e d t h e i n t r o d u c t i o n o f t h e 38 
t o n n e v e h i c l e i n May 1963 f o c u s e d on two m a i n I s s u e s ; t h e 
e n v i r o n m e n t a l e f f e c t s a n d t h e f i n a n c i a l e f f e c t s . W h i l s t i t 
l a r e c o e n i a e d t h a t t h e r e a r e many p r o b l e m s w i t h e v a l u a t i n s 
t h e f o r m e r , i t i s u s u a l l y a s s u m e d t h a t t h e l a t t e r a r e w e l l 
d o c u m e n t e d a n d , t h e r e f o r e , e a s i l y e n u m e r a t e d - T h i a t h e s i s 
i l l u s t r a t e s t h a t t h i s i s n o t s o . C o s t s a r e c a l c u l a t e d 
u s i n e d e f i c i e n t p u b l i s h e d t a b l e s o f o p e r a t i n s c o s t a a n d a r e 
b a s e d on t h e a s s u m p t i o n t h a t o p e r a t o r s m a k e w h o l l y r a t i o n a l 
d e c i s i o n s b a s e d o n a f u l l k n o w l e d e e o f t h e i r t o t a l c o s t s . 
T h e u s e o f t h e s e a s s u m p t i o n s c a n r e s u l t i n m i s l e a d i n e 
c o n c l u s i o n s . 

P o l l o w i n s f r o m t h i s , t h e o b j e c t i v e s o f t h i a r e s e a r c h a r e 
t h r e e f o l d ; t o a n a l y s e o p e r a t o r s ' m e t h o d s a n d a p p r o a c h e s t o 
c o s t i n a a n d p r i c i n g : a n d t h e i m p o r t a n c e o f c o s t s i n t h e i r 
d e c i s i o n s ; t o i n v e s t l s a t e t h e f a c t o r s w h i c h i n f l u e n c e t h e 
d e t a i l o f c o s t i n s ; a n d t o d e v e l o p a q u a n t i t a t i v e m o d e l o f 
t h e d e t e r m i n a t i o n o f o p e r a t o r s * p e r c e i v e d c o s t s . T h e 
a c h i e v e m e n t o f t h e s e o b ; J e c t i v e 8 w i l l a l l o w a m o r e a c c u r a t e 
a n d t h o r o u f f h u n d e r a t a n d l n e o f t h e r e a c t i o n s o f o p e r a t o r s t o 
c h a n s e s I n l e e i s l a t i o n . 

A c o n c e p t u a l a n d o p e r a t i o n a l m o d e l i s p r o p o s e d b a s e d o n 
t h e b e h a v i o u r a l t h e o r y o f t h e f i r m a n d o b s e r v a t i o n s o f 
o p e r a t o r s . I t i s f o u n d t h a t t h e m a j o r i t y o f o p e r a t o r s do 
v e r y l i m i t e d c o a t i n s s a n d a t t a c h l i t t l e i m p o r t a n c e t o t h e m . 
F a c t o r s w h i c h i n f l u e n c e t h e l e v e l o f c o s t i n s a r e t h e t y p e 
o f o p e r a t o r , w h e t h e r o t h e r o p e r a t o r s * c o s t s a n d r a t e s a r e 
m o n i t o r e d , w h e t h e r b u d s e t s a r e u s e d a n d t h e s e o s r a p h i c a l 
c o v e r a g e o f t h e o p e r a t o r , A s r e a t d e a l o f g e n e r a l s u p p o r t 
f o r b e h a v i o u r a l t h e o r y i s o b t a i n e d , a l t h o u s h i t i s s h o w n 
t h a t t h e t h e o r y c a n n o t be u s e d t o e x p l a i n c o s t s 
s t a t i s t i c a l l y . O n l y o n e b e h a v i o u r a l v a r i a b l e , u s e o f 
b u d a e t s , i s s h o w n t o b e a s i a n l f i c a n t d e t e r m i n a n t o f c o a t s . 
O t h e r s i g n i f i c a n t v a r i a b l e s a r e : t y p e o f f i r m , c a r r y i n c 
c a p a c i t y o f t h e v e h i c l e , s i z e o f f i r m , s e o e r a p h l c a l 
c o v e r a s e a n d w h e t h e r c o s t s a r e c a l c u l a t e d . 
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CHAPTER 1 

INTRODUCTION 

1. 1 Background and v a l u e o-f r e s e a r c h 

Road - f r e i g h t t r a n s p o r t i s o-f tremendous im p o r t a n c e t o t h e 

economy o-f t h e UK w i t h e}<penditure on i t amounting t o 

£21400m i n 1984 (HMSO 1986a). T h i s compared w i t h £5457m 

p u b l i c e x p e n d i t u r e on law and o r d e r and £1315m consumers' 

e x p e n d i t u r e on c l o t h i n g and footwear (HMSO 19a6b). Road 

f r e i g h t t r a n s p o r t a l s o has a huge impact on s o c i e t y . I n 

1984 t h e r e were over 440000 goods v e h i c l e s r e g i s t e r e d i n 

the UK and n e a r l y lOOOO o-f t h e s e exceeded 25 t o n n e s g r o s s 

v e h i c l e weight (GVW). These 440000 v e h i c l e s t r a v e l l e d a 

t o t a l o-f 16404m km i n t h e UK a l o n e and l i - f t e d 1319m to n n e s 

of goods (C5RGT 1986). Thus wherever t h e y a r e l o c a t e d i n 

the UK, no—one can esc a p e t h e p r e s e n c e o-f t h e heavy goods 

v e h i c l e . 

Because o-f t h e s i gni-f i cance o-f t h e i n d u s t r y , i t i s 

important t h a t i t s - f u l l c o s t s can be e v a l u a t e d so t h a t 

those people r e s p o n s i b l e -for p o l i c y d e c i s i o n making 

a-f-fecting t h e i n d u s t r y ( l e g i s l a t o r s and academics i n 

p a r t i c u l a r ) , can make t h e i r d e c i s i o n s based on a - f u l l 

knowledge o-f such c o s t s - C o s t s i n t h i s r e s p e c t must 

i n c l u d e both e n v i r o n m e n t a l and - f i n a n c i a l c o s t s . 

At p r e s e n t , important p o l i c y d e c i s i o n s which can a-f-fect 



the v e r y -f a b r i c o-f s o c i e t y (emplaymeni:, l o c a t i o n o-f 

i n d u s t r y and t h e environment being but t h r e e a r e a s d i r e c t l y 

a-f-fected by such d e c i s i o n s ) , a r e u s u a l l y based on g r o s s l y 

d e - f i c i e n t s o u r c e s o-f c o s t in-formation which p u r p a r t t o show 

th e o b j e c t i v e c o s t s o-f o p e r a t i n g ( s e e C h a p t e r 2 ) . 

Furthermore, e v a l u a t i o n s a r e based on t h e assumption t h a t 

o p e r a t o r s make t o t a l l y r a t i o n a l d e c i s i o n s based on a 

knowledge o-f t h e i r (assumed) known c o s t s . The problem w i t h 

t h i s i s t h a t t h e r e i s a di-f-ference between o p e r a t o r s ' 

a c t u a l and p e r c e i v e d c o s t s - For many p o l i c y d e c i s i o n s i t i s 

not t h e a c t u a l or o b j e c t i v e c o s t s a s sought by t h e 

e v a l u a t o r s t h a t a r e i m p o r t a n t . I t i s -far more i m p o r t a n t t o 

know o p e r a t o r s ' p e r c e i v e d c o s t s as. i t i s t h e s e which 

determine o p e r a t o r s ' r e a c t i o n s t o changes i n p o l i c i e s and 

thu s t h e a c t u a l outcome o-f t h e p o l i c y d e c i s i o n s . 

Take, -for example, t h e i n t r o d u c t i o n o-f t h e 38 tonne 

v e h i c l e which was a l l o w e d on t h e r o a d s o-f t h e UK -from May 

19B3 -following t h e Report o-f t h e Armi t a g e Committee (1980^. 

The e-f-fect o-f t h e i r i n t r o d u c t i o n depends on t h e i r usage 

which i s determined - f i r s t l y by t h e number o-f 38 t o n n e r s 

purchased or c o n v e r t e d -from 32.5 t a n n e r s and s e c o n d l y by 

the use t o which they a r e put once p u r c h a s e d . These i n t u r n 

depend on o p e r a t o r s ' p e r c e p t i o n s o-f t h e r e l a t i v e economic 

and o p e r a t i o n a l advantages o-f t h e 38 t a n n e r . I t i s , 

there-fore, o p e r a t o r s ' whole approach t o c o s t i n g a s w e l l a s 

t h e i r p e r c e i v e d c o s t s which need t o be i n v e s t i g a t e d -for i t 

i s t h e s e f a c t o r s which determine t h e i r b e h a v i o u r - The 

•former i n c l u d e s the importance a t t a c h e d t o c o s t s by 



o p e r a t o r s i n t h e i r d e c i s i o n making p r o c e s s e s , t h e methods 

used t o c a l c u l a t e c o s t s and t h e l e v e l o-f d e t a i l o-f c o s t i n g 

done. 

Take another example, t h a t o-f t h e i m p o s i t i o n o-f heavy 

l o r r y bans i n London a s debated by t h e GLC and c o n s i d e r e d 

by t h e Wood I n q u i r y ( 1 9 8 3 ) . O p e r a t o r s ' r e a c t i o n s t o t h e 

l o r r y bans a r e not so much determined by t h e a c t u a l 

- f i n a n c i a l consequences o-f t h e bans and t h e r e l a t i v e c o s t s 

o-f t h e a l t e r n a t i v e c o u r s e s o-f a c t i o n open t o them, but by 

t h e i r p e r c e p t i o n s o-f t h e - f i n a n c i a l c o n s e q u e n c e s . They 

w i l l choose t h e c o u r s e o-f a c t i o n which has t h e l o w e s t 

p e r c e i v e d c o s t s . The a c t u a l c o s t s ( i f t h e s e can e v e r be 

measured) a r e p r a c t i c a l l y i r r e l e v a n t b e c a u s e th e y a r e not 

an important d e t e r m i n a n t o-f t h e i r b e h a v i o u r e x c e p t a t t h e 

bottom l i n e . How the y c a l c u l a t e c o s t s , what t h e i r 

p e r c e i v e d c o s t s a r e and t h e im p o r t a n c e a t t a c h e d t o c o s t s 

a r e t h e primary d e t e r m i n a n t s o-f o p e r a t o r s ' a c t i o n s . 

C o n c l u s i o n s r e a c h e d by p o l i c y makers a t p r e s e n t a r e , t h u s , 

based on i n a p p r o p r i a t e and un j u s t i - f i a b l e -foundations. Only 

w i t h a knowledge of t h e s e o t h e r - f a c t o r s r e - f e r r e d to above 

can o p e r a t o r s ' r e a c t i o n s t o changes i n e x i s t i n g l e g i s l a t i o n 

or proposed new l e g i s l a t i o n be r e a l i s t i c a l l y c o n s i d e r e d . 

At p r e s e n t l i t t l e i s known o-f t h e s e . 

F o l l o w i n g -from t he above, t h e o b j e c t i v e s o-f t h i s t h e s i 

a r e t hree-fold. 



1.2 O b j e c t i ves 

1) To a n a l y s e road - f r e i g h t t r a n s p o r t o p e r a t o r s ' methods 

and approaches t o c o s t i n g and t h e i m portance o-f c o s t s -for 

o p e r a t o r s i n t h e d e c i s i o n making p r o c e s s . 

2) To i n v e s t i g a t e t h e - f a c t o r s t h a t in-fluence o p e r a t o r s ' 

c o s t i n g and p r i c i n g methods-

3) From a d e s c r i p t i v e u n d e r s t a n d i n g o-f t h e a p proaches t o 

c o s t i n g , t o develop a q u a n t i t a t i v e model o-f t h e 

d e t e r m i n a t i o n o-f o p e r a t i n g c o s t s . 

The main theme o-f t h i s t h e s i s i s , t h e n , c o s t i n g and 

p r i c i n g i n t h e road -freight t r a n s p o r t i n d u s t r y - Throughout 

the t e x t one o t h er s p e c i - f i c i s s u e i s f r e q u e n t l y a d d r e s s e d ; 

t h e i n t r o d u c t i o n o-f the 38 tonne v e h i c l e . T h i s i m p o r t a n t 

and t o p i c a l i s s u e i s used merely -for i l l u s t r a t i v e p u r p o s e s , 

to c l a r i - f y and r e i n - f o r c e t h e arguments c o n t a i n e d t h e r e i n -



1,3, Chapter development. 

As s t a t e d above, t h e main theme o-f t h i s t h e s i s i s c o s t i n g 

and r a t e s e t t i n g i n t h e road - f r e i g h t t r a n s p o r t i n d u s t r y -

I t i s o-ften assumed t h a t w h i l s t t h e e n v i r o n m e n t a l c o s t s a r e 

v e r y d i f - f i c u l t t o measure, v e h i c l e o p e r a t i n g c o s t s a r e w e l l 

documented and, there-fore, e a s i l y c a l c u l a t e d . The purpose 

o-f Chapter 2 i s t o r e v e a l t h e d e f i c i e n c i e s o-f t h e p r e s e n t 

methods o-f enumerating o p e r a t i n g c o s t s and r a t e s and t o 

i l l u s t r a t e how w i d e l y used t h e s e methods a r e . I t shows 

t h a t p r a c t i c a l l y a l l r e s e a r c h i n v o l v i n g t h e enumeration o-f 

t r a n s p o r t c o s t s use p u b l i s h e d t a b l e s o-f o p e r a t i n g c o s t s 

which a r e u n r e l i a b l e and i n c o n s i s t e n t and which can l e a d t o 

di-f-fering c o n c l u s i o n s depending on which p a r t i c u l a r s e t o-f 

t a b l e s a r e used. The c h a p t e r i s i m p o r t a n t because i n 

i n d i c a t i n g t h e problems i n h e r e n t i n t h e p r e s e n t p r o c e d u r e s 

f o r c o s t e numerations, i t h i g h l i g h t s t h e need -for t h e 

r e s e a r c h c a r r i e d out i n t h i s p r o j e c t -

C h a p t e r s 3 and 4 c o n s i d e r t h e economic t h e o r y o-f c o s t i n g 

and p r i c i n g . The aim o-f t h i s s e c t i o n i s t o f i n d a t h e o r y 

which i s a p p l i c a b l e t o t h e c o s t i n g and p r i c i n g a p p r o a c h e s 

of road f r e i g h t t r a n s p o r t o p e r a t o r s - T h i s i s i m p o r t a n t 

s i n c e t h e o b j e c t i v e s of t h e t h e s i s i n c l u d e i n v e s t i g a t i n g 

the f a c t o r s t h a t i n f l u e n c e c o s t i n g approaches and to 

d i s c o v e r how c o s t s a r e determined- Without a t h e o r y t o 

i n d i c a t e t h e i m p o r t a n t v a r i a b l e s , t h i s would be 

i inpossi b l e-



The f i r s t t h e o r y c o n s i d e r e d i s t h e o l d e s t and most w e l l 

e s t a b l i s h e d t h e o r y , t h e N e o c l a s s i c a l Economic Theory o-f t h e 

Fi r m , A brie-f e x p o s i t i o n o-f t h e t h e o r y i s g i v e n t o convey 

t o t h e r e a d e r t h e -flavour. I t i s demonstrated t h a t t h e 

n e o c l a s s i c a l t h e o r y o-ften p r o v i d e s t h e t h e o r e t i c a l 

u n d e r p i n n i n g s t o t h e l i t e r a t u r e on road - f r e i g h t t r a n s p o r t 

c o s t s . I t i s shoMn, however, t h a t t h e e m p i r i c a l e v i d e n c e 

i n t h e l i t e r a t u r e i s u n s u p p o r t i v e o-f t h e t h e o r y . The f a c t 

t h a t s u p p o r t e r s o-f n e o c l a s s i c a l economics ( l o o s e l y termed 

m a r g i n a l i s t s ) , do not a c c e p t t h e s e e m p i r i c a l -findings a s 

r e - f u t a t i o n s o-f t h e t h e o r y i s acknowledged. I t i s proposed, 

however, t h a t t h e N e o c l a s s i c a l Theory o-f t h e F i r m cannot 

h o l d up under t h e s t r a i n o-f t h e s e e m p i r i c a l f i n d i n g s and 

t h a t , t h e r e f o r e , i t has l i t t l e p o t e n t i a l f o r t h i s t h e s i s . 

Chapter 4 c o n s i d e r s t h e r e l e v a n c e of t h e B e h a v i o u r a l Theory 

of t h e F i r m a s f i r s t propounded by t h e C a r n e g i e School of 

economists- Again, t h e c h a p t e r s t a r t s w i t h a l i t e r a t u r e 

r e v i e w of t h e t h e o r y . The b e h a v i o u r a l t h e o r y i s a t h e o r y of 

t h e p r o c e s s by which d e c i s i o n s a r e made. The major premise i s 

t h a t i n d i v i d u a l s a r e not g l o b a l l y o m n i s c i e n t , r a t i o n a l human 

b e i n g s , but s a t i s f i c i n g b e i n g s , l i m i t e d i n what t h e y can do by 

th e i n f o r m a t i o n a v a i l a b l e and t h e i r i n t e l l e c t u a l c a p a c i t y -

Although the t h e o r y has never been a p p l i e d t o c a s t i n g and 

p r i c i n g i n road f r e i g h t t r a n s p o r t , i t s a p p l i c a b i l i t y and 

t h e r e f o r e , i t s p o t e n t i a l t o t h i s a r e a i s i l l u s t r a t e d by 

r e v i e w i n g i t s a p p l i c a t i o n t o o t h e r , r e l a t e d , a r e a s . The 

c h a p t e r c o n c l u d e s by r e s t a t i n g t h e p o t e n t i a l of t h e t h e o r y and 

by proposing a t h e o r e t i c a l c o n c e p t u a l model based on i t . 



C h a p t e r s 5, 6 and 7 c o n t a i n t h e e m p i r i c a l work. Each 

c h a p t e r c o v e r s a di-f-ferent a s p e c t o-f t h e r e s e a r c h and each 

b u i l d s on t h e r e s u l t s o-f t h e p r e c e d i n g one. 

C h a p t e r 5 c o v e r s t h e e x p l o r a t o r y s t u d y . The aim o-f t h i s 

c h a p t e r i s t o i n v e s t i g a t e o p e r a t o r s ' methods o-f and 

approaches t o c o s t i n g and p r i c i n g and t o d e t e r m i n e whether 

they were i n any way s u p p o r t i v e o-f t h e b e h a v i o u r a l t h e o r y 

o-f t h e p r e c e d i n g c h a p t e r . The c h a p t e r s t a r t s by d e s c r i b i n g 

t h e methodology which e n t a i l e d v i s i t s l a s t i n g 2—3 days t o 

each o-f IQ o p e r a t o r s w i t h t h e purpose o-f o b s e r v i n g t h e i r 

o p e r a t i o n s and i n t e r v i e w i n g t h e r e l e v a n t d e c i s i o n makers-

I t goes on t o d e s c r i b e t h e r e s u l t s o b t a i n e d and t o d i s c u s s 

them i n r e l a t i o n to t h e b e h a v i o u r a l t h e o r y . The whole 

approach t o c o s t i n g and p r i c i n g was shown t o be v e r y 

s u p p o r t i v e o-f the b e h a v i o u r a l t h e o r y ; -for i n s t a n c e , 

s a t i s - f i c i n g was p r e v a l e n t , o p e r a t o r s were a d a p t i v e 

organisms r e l y i n g t o a l a r g e e x t e n t on s t a n d a r d o p e r a t i n g 

p r o c e d u r e s and r u l e s o-f thumb, the y t r i e d t o c r e a t e a 

n e g o t i a t e d environment and c o n s t a n t l y sought t o i n c r e a s e 

a v a i l a b l e in-formation which then went unused. The c h a p t e r 

c o n c l u d e s by proposing an o p e r a t i o n a l model o-f t h e 

d e t e r m i n a t i o n o-f p e r c e i v e d c o s t s based on t h e b e h a v i o u r a l 

t h e o r y and t h e o n - s i t e o b s e r v a t i o n s -

Chapter 6 s e e k s t o determine whether t h e r e i s any 

p r e l i m i n a r y support ^or t h e model proposed i n t h e p r e v i o u s 



c h a p t e r - The r e s e a r c h i n s t r u m e n t used -for t h i s p a r t o-f t h e 

s t u d y Mas a q u a s i - e x p e r i m e n t a l d e s i g n i n c a s t i n g and 

p r i c i n g , which was s e n t t o t h e same 18 o p e r a t o r s , t o g e t h e r 

w i t h a q u e s t i o n n a i r e . The -former sought to e l i c i t c o s t s 

and r a t e s and t h e l a t t e r t o o b t a i n d a t a on t h e model 

v a r i a b l e s . The s t u d y was a l s o d e s i g n e d t o a c t a s a p i l o t 

s t u d y f o r t h e l a r g e s c a l e s u r v e y ( d e s c r i b e d i n Cha p t e r 7 ) . 

E x a m i n a t i o n of t h e r e s u l t s u s i n g c l u s t e r and r e g r e s s i o n 

a n a l y s i s demonstrated c o n s i d e r a b l e p r e l i m i n a r y s u p p o r t f o r 

t h e model, although because of t h e s m a l l numbers i n v o l v e d , 

the r e s u l t s were not s t a t i s t i c a l l y r e l i a b l e . 

The aims of c h a p t e r 7 a r e t o i n v e s t i g a t e t h e s t a t i s t i c a l 

d e t e r m i n a t i o n of c o s t s i n terms of t h e s t r u c t u r a l and 

b e h a v i o u r a l v a r i a b l e s of t h e model proposed i n C h a p t e r 5 

and to c o n s i d e r t h e i n f l u e n c e s on t h e l e v e l of d e t a i l of 

c o s t i n g done. The r e s e a r c h i n s t r u m e n t used was a l a r g e 

s c a l e p o s t a l q u e s t i o n n a i r e s u r v e y which was s e n t t o a 

r e p r e s e n t a t i v e sample of o p e r a t o r s i n two c o n t r a s t i n g 

t r a f f i c a r e a s . A n a l y s i s of t h e r e s u l t s commences by 

c o n f i r m i n g t h e r e p r e s e n t a t i v e n e s s of t h e r e s p o n s e s . I t 

c o n t i n u e s w i t h an exami n a t i o n of t h e d a t a o b t a i n e d f i r s t on 

th e b e h a v i o u r a l and s t r u c t u r a l v a r i a b l e s and s e c o n d l y on 

the c o s t s and c o s t i n g p r a c t i c e s , i n d e p e n d e n t l y - I t i s 

shown t h a t d e s p i t e t h e importance of c a l c u l a t i n g c o s t s 

a c c u r a t e l y , i n g e n e r a l , o p e r a t o r s do v e r y i m p r e c i s e 

c o s t i n g s and a t t a c h l i t t l e i m p o r t a n c e t o them. O p e r a t o r s , 

t h e r e f o r e , cannot make r a t i o n a l d e c i s i o n s based on t h e i r 

c o s t s . I t then goes on t o r e l a t e t h e c o s t s and c o s t i n g 
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p r a c t i c e s t o t h e d a t a on t h e v a r i a b l e s , a g a i n u s i n g c r o s s 

t a b u l a t i o n , c l u s t e r and r e g r e s s i o n a n a l y s i s . Four 

v a r i a b l e s ( t y p e o-f o p e r a t o r , use o-f budgets, m o n i t o r i n g o-f 

o t h e r s ' c o s t s and r a t e s and g e o g r a p h i c a l b a s i s ) were shown 

to i n f l u e n c e t h e l e v e l o-f d e t a i l o-f c o s t i n g done- The 

r e g r e s s i o n a n a l y s i s o-f c o s t s on t h e independent v a r i a b l e s 

showed t h a t t h e l a t t e r e x p l a i n s 60X o-f t h e v a r i a t i o n i n 

c o s t s - Si>: v a r i a b l e s emerged a s s i g n i f i c a n t d e t e r m i n a n t s 

o-f c o s t s ; t y p e o-f o p e r a t o r , c a r r y i n g c a p a c i t y o-f t h e 

v e h i c l e , use o-f budgets, s i z e o-f -firm, whether c o s t i n g s 

were done and g e o g r a p h i c a l b a s e . 

The f i n a l c h a p t e r , c h a p t e r B, i s a d i s c u s s i o n and 

c o n c l u s i o n s e c t i o n which b r i n g s t o g e t h e r t h e a n a l y s i s of 

the p r e c e d i n g t h r e e c h a p t e r s and r e l a t e s i t t o t h e t h e o r y 

of C h a p t e r s 3 and 4. I t s t a r t s by c o n s i d e r i n g t h e c o s t i n g 

and p r i c i n g methods and a pproaches used by f i r m s and t h e 

f a c t o r s i n f l u e n c i n g t h e s e . I t goes on t o c o n s i d e r the 

a c t u a l d e t e r m i n a t i o n of c o s t s i n terms of t h e s t r u c t u r a l 

and b e h a v i o u r a l v a r i a b l e s . The i m p l i c a t i o n s of t h e r e s e a r c h 

to both o p e r a t o r s and p o l i c y makers i s then d i s c u s s e d . The 

c h a p t e r c o n c l u d e s by p r o p o s i n g some i d e a s f o r f u r t h e r 

r e s e a r c h -



CHAPTER 2 

REVIEW QF THE TREATMENT OF ROAD FREIGHT TRANSPORT 

OPERATING COSTS, 

2.1. I n t r o d u c t i o n 

The purpose of t h i s c h a p t e r i s t o demonstrate t h e need f o r 

the r e s e a r c h c a r r i e d out i n t h i s t h e s i s . T h i s i s a c h i e v e d 

by f i r s t l y r e v i e w i n g t h e e x i s t i n g s o u r c e s of i n f o r m a t i o n on 

goods v e h i c l e o p e r a t i n g c o s t s and r e v e a l i n g t h e i r 

i n a d e q u a c i e s and s e c o n d l y by d e m o n s t r a t i n g t h e w i d e s p r e a d 

use of t h e s e u n r e a l i s t i c s o u r c e s i n t h e c o s t e n u m e r a t i o n s 

of both academics and l e g i s l a t o r s . 

The c h a p t e r s t a r t s w i t h a b r i e f c o n s i d e r a t i o n of what i s 

meant by c o s t i n g - I t goes on t o c o n s i d e r t h e d e f i c i e n c i e s 

of t h e e x i s t i n g s o u r c e s of i n f o r m a t i o n on o p e r a t i n g c o s t s . 

Much of the d e t a i l on t h i s i s c o n t a i n e d i n a Working Paper 

( H a l l e t t and Gray 1985) which i s i n c l u d e d a s Appendix 1-

The t e x t i n t h i s c h a p t e r c o n t a i n s o n l y a summary of t h e 

major p o i n t s . The ne x t s t a g e i s t o i l l u s t r a t e t h e 

dependence of t h e l i t e r a t u r e which i n c l u d e s t h e enumeration 

of t r a n s p o r t c o s t s , on t h e s e i n a c c u r a t e s o u r c e s . 

-2- C o s t i n g 

C o s t i n g i n v o l v e s 'the p r o c e s s of i d e n t i f y i n g , c a l c u l a t i n g 
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and r e c o r d i n g e v e r y item of e x p e n d i t u r e i n c u r r e d i n t h e 

p u r c h a s e or h i r e of goods v e h i c l e s , i n m a i n t a i n i n g them, i n 

r u n n i n g them and i n s u p p o r t i n g t h e a d m i n i s t r a t i v e and 

management f u n c t i o n s n e c e s s a r y t o c o n t r o l t h e i r u s e , 

f o l l o w e d by an a n a l y s i s of t h e t o t a l o p e r a t i n g c o s t s i n t o 

c o s t s per u n i t of l o a d d i s t a n c e or t i m e . ' (Lowe 19B3). The 

p r i v a t e c o s t s of f r e i g h t t r a n s p o r t a t i o n , i . e . t h e c o s t s 

borne by t h e o p e r a t o r , f a l l i n t o two p r i n c i p a l c a t e g o r i e s ; 

t h e movement c o s t s and t h e t e r m i n a l c o s t s (Button and 

Pearman 1981). Movement c o s t s , a s t h e term s u g g e s t s , a r e 

t h o s e c o s t s i n c u r r e d i n t h e a c t u a l t r a n s p o r t a t i o n of t h e 

f r e i g h t on t h e l o r r y to i t s d e s t i n a t i o n p o i n t . Movement 

c o s t s a r e u s u a l l y d i v i d e d i n t o two groups, r u n n i n g c o s t s 

and s t a n d i n g c o s t s , or fi:<ed c o s t s . Running c o s t s a r e 

t h o s e c o s t s which v a r y w i t h m i l e a g e , w h i l s t s t a n d i n g c o s t s 

a r e t h o s e c o s t s which a r e not m i l e a g e r e l a t e d but time 

r e l a t e d . 

Roudier (1976) f u r t h e r s u b d i v i d e s r u n n i n g c o s t s i n t o 

c o s t s which v a r y a s a f u n c t i o n of (a) e x t r a n e o u s f a c t o r s 

such a s t h e g e n e r a l t r a f f i c s p e eds and t h e d i s t r i b u t i o n of 

c o n s i g n e e s ' p r e m i s e s and (b) i n t e r n a l f a c t o r s s u c h a s t h e 

t ype of v e h i c l e , t h e l o a d f a c t o r s and t h e c o m p o s i t i o n of 

the f l e e t . The f i r s t group of c o s t s a r e o f t e n i g n o r e d , or 

a t l e a s t , assumed t o be c o n s t a n t due t o d i f f i c u l t i e s i n 

m o d e l l i n g - Vet, as Roudier has found, t h e d i s t r i b u t i o n of 

a s i n g l e ton of g r o c e r i e s t o a number of s m a l l g r o c e r s i n 

the P a r i s a r e a c o s t s more than t h e i r c a r r i a g e by road i n 20 

tonne l o t s from M a r s e i l l e t o P a r i s ' - V a r i a b i l i t y of 
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c o n d i t i o n s , t h u s , have a l a r g e impact on c o s t s and, 

t h e r e f o r e , s h o u l d a l s o be c o n s i d e r e d . 

2.3- C r i t i q u e of e x i s t i n g s o u r c e s of i n f o r m a t i o n on 

o p e r a t i n g c o s t s . 

There i s a v a r i e t y of s o u r c e s of i n f o r m a t i o n on road 

f r e i g h t t r a n s p o r t o p e r a t i n g c o s t s . The f o u r major s o u r c e s 

a r e t h e t a b l e s of o p e r a t i n g c o s t s p u b l i s h e d a n n u a l l y by 

Commercial Motor (CM), c o s t t a b l e s p u b l i s h e d q u a r t e r l y by 

Motor T r a n s p o r t (MT), t h e Co s t and R a t e s S e r v i c e of the 

F r e i g h t T r a n s p o r t A s s o c i a t i o n (FTA) and c o s t s c o l l a t e d by 

the Road Haulage A s s o c i a t i o n (RHA)- They a r e a l l , 

however, d e f i c i e n t i n many ways. Some of t h e s e 

d e f i c i e n c i e s a r e i l l u s t r a t e d i n t h e f o l l o w i n g pages. 

P u b l i s h e d t a b l e s of o p e r a t i n g c o s t s a r e based on 

g e n e r a l i s e d c o s t s f o r v a r i o u s t y p e s and w e i g h t s of v e h i c l e 

(see H a l l e t t and Gray pA3.. A l l t h e t a b l e s a r e agreed on a 

few b a s i c f a c t s : f o r example, t h a t wages form a l a r g e 

p r o p o r t i o n of s t a n d i n g c o s t s per week and t h a t f u e l i s t h e 

most c o s t l y component of running c o s t s . The r e l a t i v e 

magnitudes of t h e s e c o s t e lements a r e app a r e n t i n a l l t h e 

o p e r a t i n g c o s t t a b l e s - However, n e i t h e r t h e a b s o l u t e 

v a l u e s , nor even the c o s t e lements i n c l u d e d i n t h e 

frameworks a r e t h e same i n any of them. 

C o n s i d e r f i r s t t h e c o m p o s i t i o n of t h e c o s t frameworks. CM, 
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f o r i n s t a n c e , i s t h e o n l y one to i n c l u d e i n t e r e s t a s a 

s e p a r a t e item. T h i s r e p r e s e n t s t h e i n t e r e s t p a y a b l e on the 

money borrowed t o p u r c h a s e t h e v e h i c l e , or a l t e r n a t i v e l y , 

i f t h e v e h i c l e was p u r c h a s e d from a c q u i r e d c a p i t a l , t h e 

i n t e r e s t t h a t money c o u l d have accumulated i f d e p o s i t e d i n , 

s a y , a bank. CM a l s o i n c l u d e s a r e n t and r a t e s element a s 

w e l l a s adding 20% t o o p e r a t i n g c o s t s t o c o v e r overheads 

( s t a t e d as s t a t i o n e r y , t e l e p h o n e s and p o s t a g e , s t a f f 

s a l a r i e s , l i g h t i n g , h e a t i n g , and o t h e r o f f i c e c o s t s ) . MT 

i n c l u d e s an element c a l l e d ' e s t a b l i s h m e n t c o s t s ' which i s 

e s s e n t i a l l y the same a s o v e r h e a d s and c o m p r i s e s t e l e p h o n e 

and mail ( 1 0 % ) , a d m i n i s t r a t i o n s t a f f ( 4 0 % ) , r e n t and r a t e s 

(157.), company c a r s ( 2 0 % ) , l i g h t and h e a t (5'/.), and 

f i n a n c i a l ( 1 0 % ) . FTA and RHA have no i t e m s t o c o v e r r e n t 

and r a t e s , but do i n c l u d e an 'overhead' f i g u r e . 

D e p r e c i a t i o n , a l t h o u g h i n c l u d e d i n a l l t a b l e s , i s i n c l u d e d 

a s a r u n n i n g c o s t i n CM but a s a s t a n d i n g c o s t i n t h e MT, 

RHA and FTA t a b l e s . I n r e a l i t y i t w i l l be a m i x t u r e of the 

two, f o r although a v e h i c l e d e p r e c i a t e s i n v a l u e even i f i t 

i s never used, i t d e p r e c i a t e s a t a f a s t e r r a t e w i t h 

i n c r e a s i n g m i l eage. The same t h i n g o c c u r s w i t h wages which 

MT and CM c l a s s a s a s t a n d i n g c o s t and FTA and RHA c l a s s on 

i t s own. 

T u r n i n g t o the magnitudes of t h e c o s t e l e m e n t s i n c l u d e d 

i n t h e p u b l i s h e d c o s t t a b l e s , H a l l e t t and Gray (pAS) phow 

t h a t they d i f f e r tremendously between s o u r c e s . I n t h e 1983 

c o s t t a b l e s , f o r i n s t a n c e , t h e r e i s a t e n f o l d d i f f e r e n c e i n 

the i n s u r a n c e c o s t s between t h e FTA t a b l e s and t h e CM 



t a b l e s and a 60X d i f f e r e n c e i n wages between MT and FTA 

t a b l e s - T o t a l annual c o s t s f o r a 32 tonner doing t h e 

average annual mileage of 43700 m i l e s (CSRGT 1983) range 

from £32145 i n t h e FTA t a b l e s t o £44890 i n CM; a d i f f e r e n c e 

of n e a r l y 40"/:-

Although t h e r e have been changes i n a b s o l u t e c o s t f i g u r e s 

s i n c e 1983 t h i s has not a l t e r e d t h e e s s e n c e of t h e 

a n a l y s i s ; e q u a l l y l a r g e i n t e r t a b l e d i f f e r e n c e s a r e t o be 

found i n t h e 1986 t a b l e s . The major o c c u r r e n c e s i n c e 1983 

has been t h e r e p l a c e m e n t of t h e FTA C o s t s and R a t e s S e r v i c e 

by t h e Managers' Guide t o T r a n s p o r t ( 1 9 8 5 ) , a much more 

comprehensive s o u r c e c o v e r i n g many a s p e c t s of t r a n s p o r t 

i n c l u d i n g m a t e r i a l h a n d l i n g c o s t s and f i n a n c e a s w e l l a s 

t r a n s p o r t c o s t s . The e x p a n s i o n i n c o v e r a g e h a s , however, 

been a c h i e v e d o n l y a t t h e expense of d e t a i l . C o s t s f o r 

each weight c a t e g o r y of v e h i c l e a r e now g i v e n f o r a v e r a g e 

m i l e a g e , lower mileage and h i g h e r m i l e a g e r a t h e r than f o r 

d i f f e r e n t makes of v e h i c l e a s b e f o r e . To t h e i r c r e d i t , a t 

l e a s t many pages of e x p l a n a t i o n a r e g i v e n on t h e i r method 

of c a l c u l a t i o n - which i s more than can be s a i d of the 

o t h e r s o u r c e s . 

H a l l e t t and Gray show t h a t t h e r e a r e o t h e r c a u s e s f o r 

c o n c e r n . These i n c l u d e t h a t i n t h e p u b l i s h e d t a b l e s , 

n e i t h e r working c o n d i t i o n s nor t r a f f i c c o n d i t i o n s a r e t a k e n 

i n t o account. Furthermore, o n l y one c o s t i s g i v e n f o r each 

g r o s s weight c a t e g o r y of v e h i c l e when i t i s w i d e l y 
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r e c o g n i s e d t h a t v e h i c l e s of d i f f e r e n t makes but wi t h t h e 

same GVM can have w i d e l y d i f f e r i n g c o s t s . A l s o , c a p a c i t y 

u t i l i s a t i o n i s r a r e l y t a k e n i n t o a c c o u n t and when i t i s , i t 

i s done i n c o r r e c t l y . 

One of t h e worst problems a s s o c i a t e d w i t h t h e s e c o s t 

t a b l e s i s t h a t t h e s o u r c e s of i n f o r m a t i o n a r e r a r e l y 

d e t a i l e d , and when they a r e , t h e y a r e shown t o be r a t h e r 

dubious i n n a t u r e . Most of t h e t a b l e s make s t a t e m e n t s such 

as "the f u e l c o s t i s taken a s a t y p i c a l pump p r i c e " (MT) or 

" t y r e c o s t s a r e t h e p r i c e of a s e t of t y r e s f o r each 

v e h i c l e d i v i d e d by i t s t y r e l i f e i n m i l e s " (MT). How t h e 

t y p i c a l pump p r i c e o r t h e normal t y r e l i f e i s a r r i v e d a t , 

i s u n s p e c i f i e d . 

The 1983/84 e d i t i o n of CM s t a t e s "These c o s t t a b l e s a r e 

c o n s t r u c t e d on base c o s t s which a p p l y throughout t h e 

i n d u s t r y and n a t i o n a l a v e r a g e s where t h e c o s t v a r i e s 

between a r e a s " . Nothing i s s a i d , however, about t h e i r 

a c t u a l s o u r c e s of i n f o r m a t i o n . I n t h e 1985/86 e d i t i o n a new 

c a t e g o r y of v e h i c l e c o s t s was i n t r o d u c e d f o r drawbar 

c o m b i n a t i o n s . The s o u r c e of t h i s i n f o r m a t i o n was s t a t e d a s 

"ma n u f a c t u r e r s and a c r o s s - s e c t i o n of o p e r a t o r s engaged on 

a v a r i e t y of o p e r a t i o n s " . The a c t u a l number c o n s t i t u t i n g 

the sample and t h e method used t o o b t a i n t h e sample i s not 

s t a t e d . 

MT i s even l e s s s p e c i f i c s t a t i n g merely t h a t a "base 

v e h i c l e i s c o n s i d e r e d f o r each v e h i c l e c a t e g o r y " . Again, 
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how t h e base v e h i c l e i s d e c i d e d upon or from where t h e 

i n f o r m a t i o n f o r t h i s v e h i c l e i s o b t a i n e d i s l e f t 

u n s p e c i f i e d . 

The s o u r c e s of i n f o r m a t i o n f o r t h e FTA's C o s t and R a t e s 

S e r v i c e a r e a l s o u n s p e c i f i e d - The 1984 e d i t i o n s a y s 

n o t h i n g about t h e s o u r c e s e x c e p t t h a t b e c a u s e of changes i n 

th e d a t a sample, t h e c o n t i n u i t y of t h e t a b l e s i s d e s t r o y e d 

- i n t i m a t i n g t h a t t h e s o u r c e i s i n f o r m a t i o n from o p e r a t o r s -

The RHA t a b l e s a r e c o l l a t e d from i n f o r m a t i o n p r o v i d e d by 

o p e r a t o r s , but t h e i r number and t y p e s of o p e r a t i o n i s a 

mystery. 

Attempts made by t h e r e s e a r c h e r t o o b t a i n i n f o r m a t i o n on 

t h e s o u r c e s used met w i t h mixed s u c c e s s . Phone c a l l s were 

made t o both CM and MT from which i t was l e a r n e d t h a t 

f o r m u l i were used t o c a l c u l a t e c o s t s ; t h e f o r m u l i were 

c l o s e l y guarded s e c r e t s - A p e r s o n a l v i s i t t o t h e FTA 

confirmed t h a t t h e s o u r c e of t h e i r i n f o r m a t i o n was indeed 

c o n t r i b u t i n g members, but a g a i n t h e a c t u a l number used was 

not d i v u l g e d -

The more r e c e n t Manager's Guide t o T r a n s p o r t C o s t s 

s p e c i f i e s i t s s o u r c e a s 66 member o p e r a t o r s owning an 

u n s p e c i f i e d number of v e h i c l e s - Based on t h i s sample, 

c o s t s of 11 d i s t i n c t groups of v e h i c l e s a r e g i v e n and each 

of t h e s e i s f u r t h e r d i v i d e d i n t o a v e r a g e , lower and h i g h e r 
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mileage c a t e g o r i e s . T h i s can s c a r c e l y be e x p e c t e d t o 

p r o v i d e a c c u r a t e or r e p r e s e n t a t i v e c o s t s -

The above c r i t i q u e i s c o n f i n e d t o f o u r major s o u r c e s of 

o p e r a t i n g c o s t s . There have been, and s t i l l a r e , a few 

o t h e r s o u r c e s of such c o s t s . P r o b a b l y t h e most famous was 

t h a t c o m piled by Edwards and B a y l i s s ( 1 9 6 8 ) . Edwards and 

B a y l i s s d i d a ve r y d e t a i l e d a n a l y s i s of t h e c o s t s of road 

f r e i g h t t r a n s p o r t u s i n g d a t a from a s u r v e y of 4250 

o p e r a t o r s . T h e i r aim was t o e s t a b l i s h " t o t a l e x p e n d i t u r e by 

road h a u l a g e o p e r a t o r s d u r i n g 1965 and t h e c o m p o s i t i o n of 

t h a t e x p e n d i t u r e w i t h r e s p e c t t o such f a c t o r s a s f l e e t and 

v e h i c l e s i z e . " C o s t s were broken down i n t o many 

c o n s t i t u e n t p a r t s . The work r e p r e s e n t e d a g r e a t s t e p 

f o r w a r d but u n f o r t u n a t e l y was a once o n l y s t u d y . 

Another such s o u r c e was a s e r i e s of s t u d i e s by Dawson 

(1962, 1965, 1970, 1972, 1974). These s o u r c e s c o n c e n t r a t e d 

on t h e s o c i a l r e s o u r c e c o s t s r a t h e r than t h e p r i v a t e c o s t s 

of o p e r a t i o n . The c o s t s g i v e n were i n t e n d e d f o r use i n t h e 

assessment of road t r a f f i c schemes. I n s u r a n c e c o s t s , f o r 

i n s t a n c e , were e x c l u d e d because " t h e s e c o v e r t h e c o s t s of 

a c c i d e n t s which a r e v a l u e d d i r e c t l y i n economic 

a s s e s s m e n t s " . C o s t s i n c l u d e d i n t h e s t u d i e s were 

d e p r e c i a t i o n , time, f u e l , t y r e s , o i l and maintenance- They 

were o n l y c a l c u l a t e d f o r a r e p r e s e n t a t i v e commercial 

v e h i c l e , which he took t o be one w i t h 10 t o n s c a r r y i n g 

c a p a c i t y , r a t h e r than f o r a whole h o s t of i n d i v i d u a l 

v e h i c l e w e i g h t s . 
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A more up to date s o u r c e of i n f o r m a t i o n on t r a n s p o r t c o s t s 

i s c o n t a i n e d i n t h e annual S u r v e y of D i s t r i b u t i o n C o s t s 

c a r r i e d out by t h e C e n t r e f o r P h y s i c a l D i s t r i b u t i o n 

Management (CPDM 1984). I t c o v e r s t h e c o s t s of 

warehousing, t h i r d p a r t y s t o r a g e , own t r a n s p o r t , bought i n 

t r a n s p o r t , a d m i n i s t r a t i o n , i n v e n t o r y and o t h e r c o s t s . The 

t r a n s p o r t c o s t s a r e broken down i n t o d r i v e r s , f u e l , 

maintenance, d e p r e c i a t i o n , o t h e r s and t h i r d p a r t y -

However, u n l i k e t h e f o u r major s o u r c e s , t h e y a r e not g i v e n 

on a per v e h i c l e b a s i s but i n a g g r e g a t e terms e.g. 

t r a n s p o r t c o s t s a s a p e r c e n t a g e of s a l e s . The s u r v e y 

g a i n e d r e s p o n s e s from o n l y 67 o p e r a t o r s i n 1984, so a g a i n , 

i t can h a r d l y be r e g a r d e d a s r e p r e s e n t a t i v e . The low 

r e s p o n s e can be p a r t i a l l y e x p l a i n e d by t h e 

q u e s t i o n n a i r e which i s v e r y u n c l e a r and s t a r t s 

by a s k i n g r e s p o n d e n t s t o g i v e t h e i r S t a n d a r d I n d u s t r i a l 

C l a s s i f i c a t i o n Number - something a t r a n s p o r t manager would 

be v e r y u n l i k e l y t o know. 

2.4. The use made of p u b l i s h e d c o s t t a b l e s . 

The v e r y aggregate c o s t t a b l e s appear t o be of l i t t l e 

p r a c t i c a l use without a g r e a t d e a l of a d a p t a t i o n . In f a c t , 

i t i s q u e s t i o n a b l e whether t h e y s e r v e any u s e f u l purpose. 

I t would be i n t e r e s t i n g to know how many f i r m s a c t u a l l y 

use them, the e x t e n t to which t h e y a r e adapted and the u s e 

to which they a r e put. The P r i c e Commission s t u d y of 1977 
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g i v e s some i n d i c a t i o n of t h e e x t e n t of t h e i r u s e i n t h e 

s e t t i n g of c h a r g e s by h a u l i e r s . 

TABLE 2-1 

PROFESSIONAL HAULIERS' USE OF SOURCES QF INFORMATION 

IN SETTING CHARGES. 

Pe r c e n t a g e of r e s p o n d e n t s making s t a t e d d e c r e e of use 

Source F r e g u e n t 1 v Q c c a s i o n a l 1 v H a r d l v E v e r Never 

RHA 28-3 31- 1 12. 6 28 

FTA 4.4 8-9 5- 0 81.7 

CM 27.7 33-7 13. 9 24.7 

Source: P r i c e Commission 1977 

Although t h i s s o u r c e i s a l i t t l e d a t e d , i t can be seen 

t h a t a l a r g e p r o p o r t i o n of p r o f e s s i o n a l h a u l i e r s use c o s t 

t a b l e s i n s e t t i n g c h a r g e s . The l e s s f r e q u e n t u s e of FTA 

t a b l e s can be e x p l a i n e d by t h e f a c t t h a t t h e m a j o r i t y of 

the FTA's membership a r e own a c c o u n t o p e r a t o r s and not 

p r o f e s s i onal h a u l i e r s . 

The use of p u b l i s h e d t a b l e s of o p e r a t i n g c o s t s i s not 

c o n f i n e d t o h a u l i e r s . Because of t h e l a c k of c r e d i b l e or 

comprehensive a l t e r n a t i v e s , t h e y a r e used by academics and 

p o l i c y makers a l i k e . Margason and Co r c o r a n (1978) i n 

s e e k i n g to e v a l u a t e t h e e f f e c t s of t h e heavy v e h i c l e , 

s t a t e d t h a t "so t h a t sound d e c i s i o n s can be made to a c h i e v e 
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an a p p r o p r i a t e b a l a n c e i t i s n e c e s s a r y t o i n v e s t i g a t e i n 

d e t a i l , t h e n a t u r e , magnitude and d i s t r i b u t i o n of a l l t h e 

r e l e v a n t e f f e c t s " . Yet t h e y used CM t a b l e s t o enumerate 

th e c o s t s . B a t t i l a n a (1976) i n a s s e s s i n g t h e c o s t s of 

u s i n g l i g h t v e h i c l e s f o r town c e n t r e d e l i v e r i e s and 

c o l l e c t i o n s f o l l o w i n g t h e i n t r o d u c t i o n of l o r r y bans, used 

CM t a b l e s a s the b a s i s of e v a l u a t i o n . B ecause he r e a l i s e d 

the p i t f a l l s of such t a b l e s , t h e c o s t s were compared w i t h 

f i g u r e s t a k e n from MT. He found t h a t " t h e change t o MT 

t a b l e s reduced t h e e s t i m a t e of p r e s e n t c o s t s by 13% on 

a v erage and t h e a v e r a g e i n c r e a s e i n c o s t s was reduced by 

26%". D e s p i t e t h e magnitude of t h e d i f f e r e n c e s , he s t a t e d 

t h a t t h e margin of d i f f e r e n c e was a c c e p t a b l e . 

I n o r d e r t o f u l l y e v a l u a t e t h e proposed H u l l t r a f f i c 

scheme ( e s s e n t i a l l y a heavy l o r r y ban) and o t h e r s l i k e i t , 

Wilbur Smith and A s s o c i a t e s (1977) s e t up a computer model. 

A c o m p l i c a t e d a l g o r i t h m t o model t h e a f f e c t s on t h e 

movement of goods and goods v e h i c l e s was c o n s t r u c t e d ; y e t 

t o enumerate the c o s t s CM f i g u r e s were i n p u t i n t o t h e 

programme. T h i s model was then used t o a n a l y s e t h e e f f e c t s 

of the Swindon f r e i g h t scheme ( C u n d i l l e t a l 1977) and f o r 

f u r t h e r e v a l u a t i o n of t h e H u l l f r e i g h t scheme ( B a r t l e t t e t 

a l 1978), 

B a t t i l a n a and Hawthorne (1976) c o n s i d e r e d t h e d e s i g n and 

c o s t of a t r a n s h i p m e n t depot to s e r v e Swindon town c e n t r e . 

Again CM t a b l e s were used, a l t h o u g h i n t h i s c a s e t h e y were 

s l i g h t l y m o d i f i e d i n t h e f a l l o w i n g ways: 1. t h e a l l o w a n c e s 
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made f a r d r i v e r s wages, r e n t , r a t e s and o v e r h e a d s were 

ig n o r e d s i n c e they were a l l d e a l t w i t h s e p a r a t e l y . 

2. t h e a l l o w a n c e f o r p r o - f i t was i g n o r e d s i n c e a p r o f i t 

margin was added t o t h e t o t a l c o s t of o p e r a t i n g t h e 

tr a n s h i p m e n t depot-

3. an a l l o w a n c e was made f o r t h e e x t r a c o s t s a s s o c i a t e d 

w i t h r e f r i g e r a t e d and demountable v e h i c l e s . 

4. because of t h e low m i l e a g e i n v o l v e d , d e p r e c i a t i o n was 

t r e a t e d a s a s t a n d i n g c o s t a s i n MT t a b l e s . 

5. t h e annual c o s t s were d i v i d e d by 52 t o o b t a i n weekly 

c o s t s . 

Thus some e f f o r t was made t o overcome t h e most o b v i o u s 

problems. However, when t h e a l t e r n a t i v e s o u r c e s r e f e r r e d 

t o were c o n s i d e r e d , i t was found t h a t t h e m o d i f i c a t i o n 

used f o r d r i v e r s wages ( m o d i f i c a t i o n 1 ) , was t h e u s e of 

a d v e r t i s e d appointments and CM t a b l e s -

Prudhoe and C h r i s t i e <1981) looked a t t h e e f f e c t s of a 

l o r r y c o n t r o l i n t h e r u r a l a r e a of H e r t f o r d s h i r e . T h e i r 

method was as f a l l o w s ; " I n c r e a s e s i n t h e c o s t s of o p e r a t o r s 

who have d i v e r t e d t h e i r v e h i c l e s from r o u t e s through t h e 

c e n t r a l a r e a t o r o u t e s around t h e a r e a because of t h e 

c o n t r o l were e s t i m a t e d u s i n g f l o w changes: From t h e 

changes i n d i s t a n c e and time, changes i n o p e r a t i n g c o s t s 
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Mere deduced u s i n g d a t a based m a i n l y on in-formation 

s u p p l i e d by t h e FTA". 

P i k e (1982) used CM t a b l e s t o compare road f r e i g h t r a t e s 

w i t h r a i l - f r e i g h t r a t e s . The Keynote Report on Road 

Haulage (1984) used FTA -figures t o show t h a t c o s t s r o s e by 

47.-37. in one y e a r , Warner (1985) used FTA f i g u r e s t o show 

c o s t t r e n d s and a l s o used them t o f o r e c a s t f u t u r e c o s t s . 

Cooper and Doganis (1982) used MT c o s t s t o compare t h e 

c o s t s of demountables a g a i n s t t h e u s e of a r t i c u l a t e d 

v e h i c l e s , a l t h o u g h o t h e r c o s t s were used i n c o n j u n c t i o n 

w i t h t h e s e . Cooper (1985) used CM t a b l e s t o show how 

r e t a i l e r s have b e n e f i t e d from t h e u s e of h e a v i e r l o r r i e s . 

H a l l (1982) used CM and MT t a b l e s t o c a l c u l a t e c o s t s i n a 

r e p o r t on p l a n n i n g f o r road f r e i g h t by t h e l o c a l 

a u t h o r i t i e s . 

P a t t e r s o n and May (1982) i n c a l c u l a t i n g t h e impact on 

c o s t s of heavy l o r r y bans i n London, used MT as t h e s o l e 

s o u r c e of i n f o r m a t i o n . The Mood Report i n t o heavy l o r r y 

bans i n London (1983) a l s o based i t s economic e v a l u a t i o n s 

on MT t a b l e s . D e s p i t e t h e im p o r t a n c e of t h e i n q u i r y , i t 

s t a t e d t h a t t h e r e a s o n f o r u s i n g MT t a b l e s was "because 

t h e s e t a b l e s a r e c a s t i n a form which happens t o f i t more 

e a s i l y i n t o our own framework of d i s c u s s i o n " . A c c u r a c y , i t 

seems, was i r r e l e v a n t - The o n l y m o d i f i c a t i o n made t o t h e 

t a b l e s , which t h e r e p o r t d e s c r i b e s a s p r o v i d i n g ' r e l i a b l e 

i n f o r m a t i o n ' , was t h a t the 20X p r o f i t a l l o w a n c e was 



r e p l a c e d by a 107, r e t u r n on c a p i t a l -

Newton (1985) s t u d i e d t h e t r e n d s i n r o a d goods t r a n s p o r t 

over t h e p e r i o d 1973—1983. T h i s r e p o r t i n c l u d e s a s e c t i o n 

on o p e r a t i n g c o s t s by c l a s s o-f v e h i c l e and by c o s t element. 

T h i s was a l l based s o l e l y on - f i g u r e s -from CM. Johnson and 

W i l d i n g (1986) o-f t h e s t a t i s t i c s department o-f t h e DTp, 

which c o n s i d e r e d t h e e a r l y impact o-f t h e 38 tonne v e h i c l e 

and c oncluded t h a t t h e i n c r e a s e i n GVW -from 32-5T t o 

38T e nabled s a v i n g s o-f £50m per annum t o be made, based on 

CM f i g u r e s -

F i n a l l y , t h e r e s u l t o-f t h e debate on t h e h e a v i e r v e h i c l e 

and t h e p r o j e c t e d s a v i n g s i n o p e r a t i n g c o s t s was based on a 

r e p o r t by t h e TRRL (C o r c o r a n e t a l 1980) . The s o u r c e s o-f 

t h e i r c o s t s were q u i t e v a r i e d and c r e d i t must be g i v e n t o 

them -for t h i s . However -for r e n t , r a t e s and i n s u r a n c e 

•figures used were -from CM. The framework used was t h a t o-f 

CM — t h i s means t h e i n c l u s i o n o-f i n t e r e s t a s an element -

and t h e method used -for c a l c u l a t i n g o v e r h e a d s i . e . adding a 

•fixed p e r c e n t a g e to c o s t s p r e v i o u s l y i d e n t i - f i e d , was t h e 

same a s CM. W h i l s t i t i s q u i t e u n d e r s t a n d a b l e t h a t the 

TRRL sh o u l d have used CM t a b l e s b e c a u s e o-f t h e l a c k o-f 

b e t t e r a l t e r n a t i v e s , t h e -fact r e m a i n s t h a t had -figures -from 

o t h e r t a b l e s been used, the outcome may have been 

di-f-ferent- For an a v e r a g e mileage o-f 36871 ( a s used by t h e 

TRRL) s t a n d i n g c o s t s account f o r a p p r o x i m a t e l y SOX o-f t o t a l 

annual c o s t s and r e n t , r a t e s , i n s u r a n c e and i n t e r e s t 

account -for more than 507. o-f s t a n d i n g c o s t s i n CM. 



Corcoran e t a l based t h e i r c o s t s on i n t e r v i e w s w i t h 33 

o p e r a t o r s owning 3056 maximum weight 3 2 . 5 T v e h i c l e s - The 

l i k e l y number o-f h e a v i e r l o r r i e s o-f each g r o s s weight 

c a t e g o r y was c a l c u l a t e d u s i n g t h e s u b j e c t i v e e s t i m a t e s o-f 

t h e o p e r a t o r s . The in-formation -from t h i s s u r v e y was g r o s s e d 

up u s i n g o - f - f i c i a l d a t a . Mackie and Harding <1982 ) , 

however, argued t h a t i n s u - f - f i c i e n t a c c o u n t was t a k e n o-f 

volume c o n s t r a i n t s . C o r c o r a n e t a l used d a t a -from -firms 

who were c o n s t r a i n e d i n what t h e y c o u l d c a r r y by weight and 

not by volume. Mackie and Harding found i n t h e i r s u r v e y o-f 

114 o p e r a t o r s t h a t o n l y 53yC o-f l o a d s were weight 

c o n s t r a i n e d and there-fore s u i t a b l e f o r t r a n s p o r t by 

h e a v i e r l o r r y . Gray and H a l l e t t <1984) showed t h a t t h i s 

s u b s t a n t i a l l y d i m i n i s h e d t h e b e n e - f i t s . 

2 . 5 . I m p l i c a t i o n s 

The above a n a l y s i s has shown t h a t knowledge o-f goods 

v e h i c l e o p e r a t i n g c o s t s i s a t a s u r p r i s i n g l y e l e m e n t a r y 

l e v e l - The e x t e n t and c onsequences o-f t h i s i g n o r a n c e c a n , 

perhaps, be i l l u s t r a t e d most d r a m a t i c a l l y through t h e use 

o-f an example- The i n t r o d u c t i o n o-f t h e h e a v i e r l o r r y 

p r o v i d e s an obvious example. 
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One o-f t h e major f a c t o r s i n f l u e n c i n g t h e f i n a l d e c i s i o n to 

i n t r o d u c e 38 tonne goods v e h i c l e s i n t h e UK i n May 1983 was 

t h e p r o j e c t e d s a v i n g s i n o p e r a t i n g c o s t s r e s u l t i n g from the 

p u r p o r t e d economies of s c a l e i n t h e u s e of h e a v i e r l o r r i e s . 

The argument was t h a t a l t h o u g h t h e o p e r a t i n g c o s t s of 

h e a v i e r l o r r i e s i n c r e a s e w i t h i n c r e a s i n g GVW, p a y l o a d 

c a p a c i t y i n c r e a s e s a t a f a s t e r r a t e r e s u l t i n g i n lower 

c o s t s per tonne of goods c a r r i e d assuming a f u l l y l a d e n 

v e h i c l e . I t was reckoned by Armitage (1980) t h a t s a v i n g s 

of between £120m and £135m per annum would be g a i n e d 

through t h e change i n t h e weight l i m i t s . 

U s i ng t h e p u b l i s h e d t a b l e s of o p e r a t i n g c o s t s , however, 

th e r e l a t i v e f i n a n c i a l a d v a n t a g e s of o p e r a t i n g t h e 38 tonne 

v e h i c l e a s opposed t o t h e 32.5 tonne v e h i c l e a r e seen t o 

d i f f e r q u i t e s u b s t a n t i a l l y between t a b l e s . T a b l e 2.2 

d e monstrates t h i s . 



TABLE 2.2 

VARIATIONS IN ESTIMftTIQNS QF THE RELATIVE COST ADVANTftGE 

OF THE 3B TQNNE VEHICLE OVER THE 32-5 TONNE VEHICLE-

CM MT FTA ave r a g e 

Cost per m i l e (1500 m i l e s ) 

32-5T a r t i c 91.7p a3-5p 6 7 . I p 
3ST a r t i c * 115.Ip 9 2 - I p 74.Ip 

Cost per t o n n e / m i l e (1500 m i l e s ) 

32.5T a r t i c 4.2p 3.Bp 3,Ip 
3BT a r t i c 4.6p 3.7p 3.Op 

Pe r c e n t a g e d i f f e r e n c e 107. 2.67- 3-27. 

Cost of t r a n s p o r t i n g lOOO ton n e s of goods 300 m i l e s u s i n g 

32.5T a r t i c £13009.3 £11913.3 £9034.8 
3ST a r t i c £13842 £11181 £8894 

Di f f e r e n c e -£832.7 £737.3 £140.8 

* 3 a x l e d t r a c t o r w i t h 2 a x l e d t r a i l e r 
S ource: H a l l e t t (1984) 

T a b l e 2-2 shows t h a t a l t hough c o s t s per m i l e a r e h i g h e r 

f o r a 38 tonner than f o r a 32.5 to n n e r i n a l l t h e t a b l e s , 

when t h e s e c o s t s a r e d i v i d e d by t h e v e h i c l e s ' r e s p e c t i v e 

c a r r y i n g c a p a c i t i e s ( i . e . 25 tonnes and 22 t o n n e s ) , c o s t s 

per tonne m i l e a r e lower i n MT and FTA but h i g h e r i n CM. 

CM p r e d i c t a lO"/! i n c r e a s e i n c o s t s per tonne m i l e i f a 33 

tonner i s used r a t h e r than a 32-5 ton n e r . 

The t h i r d p a r t of t h e t a b l e shows what t h i s means by way 

of a c o n c r e t e example t a k i n g i n t o a c c o u n t v e h i c l e 

i n d i v i s i b i l i t i e s . Suppose an o p e r a t o r needed t o t r a n s p o r t 
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1000 tonnes o-f goods 300 m i l e s . Suppose a l s o t h a t one 

l o r r y can t r a v e l 300 m i l e s a day and works a -five day week. 

Using a 32.5 tonne v e h i c l e w i t h 22 tonne c a p a c i t y , i t would 

t a k e 46 j o u r n e y s , t h e h a u l i e r would t r a v e l 1500 m i l e s a 

week -for 9 weeks and 300 m i l e s i n t h e - f i n a l week. The c o s t 

o-f t h i s i s compared t o what i t would c o s t i f he were t o use 

a 38 tonner w i t h 25 tonne c a p a c i t y . I n t h i s c a s e he would 

t r a v e l 1500 m i l e s a week f o r e x a c t l y 8 weeks. T a b l e 2.2 

shows i t would c o s t £832.7 more to u s e a 38 tonner based on 

CM f i g u r e s , £737.3 l e s s based on MT f i g u r e s and £140.8 l e s s 

a c c o r d i n g t o FTA f i g u r e s . T h i s i s q u i t e a s u b s t a n t i a l 

v a r i a t i o n - On t h i s b a s i s , t h e d e c i s i o n on whether t o 

i n t r o d u c e t h e 38 tonner i s t o t a l l y dependent on which 

t a b l e s a r e used f o r enumeration p u r p o s e s . 

The above has shown t h a t t h e e x i s t i n g s o u r c e s of o p e r a t i n g 

c o s t s and t h e t r e a t m e n t of c o s t s i n economic e v a l u a t i o n s i n 

g e n e r a l , l e a v e s much t o be d e s i r e d . The i m p l i c a t i o n s of 

t h i s a r e by no means t r i v i a l because t h e enumeration of 

o p e r a t i n g c o s t s i s t h e f u l c r u m around which the arguments 

p i v o t i n many t r a n s p o r t d e b a t e s . T h e r e i s c l e a r l y a need, 

then, f o r r e s e a r c h i n t o c o s t i n g and r a t e s e t t i n g i n the 

road f r e i g h t t r a n s p o r t i n d u s t r y -
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CHAPTER 3 

NEOCLASSICAL ECONOMIC THEORY OF THE FIRM 

3.1 I n t r o d u c t i o n 

The most e s t a b l i s h e d t h e o r y of c o s t i n g and p r i c i n g i n 

economics i s t h e n e o c l a s s i c a l economic t h e o r y of the f i r m . 

A p r o j e c t concerned w i t h t h e i s s u e s of c a s t i n g and p r i c i n g 

would be i n c o m p l e t e w i t h o u t a c o n s i d e r a t i o n of such t h e o r y . 

The d e s c r i p t i o n g i v e n below i s not meant t o be a d e t a i l e d 

e x p o s i t i o n of t h e t h e o r y ; such a t a s k would be immense. 

I t ' s purpose i s t o convey t h e ' f l a v o u r ' so t h a t t h e 

r e l e v a n c e of t h e t h e o r y t o t h e i s s u e s of c o s t i n g and 

p r i c i n g i n road f r e i g h t t r a n s p o r t c a n be e s t a b l i s h e d . 

The c h a p t e r b e g i n s w i t h an o u t l i n e of t h e t h e o r y of 

p r o d u c t i o n and t h e d e r i v a t i o n of c o s t s i n n e o c l a s s i c a l 

economic t h e o r y . T h i s i s i m p o r t a n t a s i t shows t h e 

assumptions and c o n d i t i o n s u n d e r l y i n g t h e n e o c l a s s i c a l c o s t 

c u r v e s ; t h e b a s i s of so much of n e o c l a s s i c a l economics. I t 

then c o n s i d e r s t h e r e l a t i o n s h i p between c o s t s , p r i c e s and 

p r o f i t i n one p a r t i c u l a r n e o c l a s s i c a l model, namely p e r f e c t 

c o m p e t i t i o n . A summary of the p r e d i c t i o n s and a s s u m p t i o n s 

of n e o c l a s s i c a l economics i s g i v e n i n t h e t h i r d p a r t . 

S e c t i o n four a n a l y s e s t h e r e l a t i o n s h i p between n e o c l a s s i c a l 

economics and the t r a n s p o r t l i t e r a t u r e t o demonstrate t h e 

dependence of the l a t t e r on t h e f a r m e r . A comparison of 

t h e t h e o r y and p r a c t i c e i s made i n s e c t i o n f i v e where i t i s 
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shown t h a t t h e e m p i r i c a l e v i d e n c e does not conform w i t h t h e 

p r e d i c t i o n s of the t h e o r y . F i n a l l y , s e c t i o n s i x 

r e c o n s i d e r s t h e t h e o r y c o n c e n t r a t i n g on t h e n e o c l a s s i c a l 

d e f e n c e . I t i s shown, however, t h a t t h e n e o c l a s s i c a l 

t h e o r y does not p r o v i d e an adequate e x p l a n a t i o n of road 

f r e i g h t t r a n s p o r t c o s t i n g and p r i c i n g and i t i s suggested 

t h a t t h e e v i d e n c e i s s u p p o r t i v e of t h e b e h a v i o u r a l t h e o r y 

of t h e f i r m as f i r s t propounded by t h e C a r n e g i e S c h o o l . 

3.2 The N e o c l a s s i c a l Theory of t h e F i r m 

3.2.1 P r o d u c t i o n and C o s t s 

The b a s i c o b j e c t i v e of t h e n e o c l a s s i c a l f i r m i s t o 

maximise p r o f i t s which i m p l i e s t h a t " f o r any s p e c i f i c 

output, t h e f i r m c h o o s e s t h e l e a s t c o s t l y way of a c h i e v i n g 

t h a t output from t h e a l t e r n a t i v e s open t o i t " . ( L i p s e y 

1978). The f i r m i s viewed a s "a u n i f i e d a c t i n g e n t i t y or 

organism i n which i n p u t and output d e c i s i o n s a r e made 

s i m u l t a n e o u s l y i n t h e l i g h t of g i v e n product demand 

i n f o r m a t i o n , p r o d u c t i o n t e c h n o l o g y i n f o r m a t i o n and f a c t o r 

s u p p l y i n f o r m a t i o n " . (McGuire 1978). The e n t r e p r e n e u r i s 

t h u s assumed to be one and t h e same a s t h e f i r m . He i s 

assumed t o be g l o b a l l y r a t i o n a l i n t h a t he p o s s e s s e s a l l 

t h e i n f o r m a t i o n he r e q u i r e s on a l l p a s s i b l e a l t e r n a t i v e 

c o u r s e s of a c t i o n , i s a b l e t o e v a l u a t e i t p e r f e c t l y and 

knows a l l the p o s s i b l e consequences of a l l t h e a l t e r n a t i v e s 

c o n s i d e r e d - The i n t e r n a l workings of the f i r m a r e 
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c o m p l e t e l y i gnored. 

The p r i n c i p l e upon which t h e e n t r e p r e n e u r works i s 

m a r g i n a l i s m which b a s i c a l l y means t h a t " a t t h e b e g i n n i n g of 

h i s u n d e r t a k i n g and a t e v e r y s u c c e s s i v e s t a g e , t h e a l e r t 

businessman s t r i v e s t o modify h i s arrangements a s t o o b t a i n 

b e t t e r r e s u l t s w i t h a g i v e n e x p e n d i t u r e or e q u a l r e s u l t s 

w i t h a l e s s e x p e n d i t u r e - I n o t h e r words, he c e a s e l e s s l y 

a p p l i e s t h e p r i n c i p l e of s u b s t i t u t i o n w i t h t h e purpose of 

i n c r e a s i n g h i s p r o f i t s " . ( M a r s h a l l 1936). 

The c o s t s of p r o d u c i n g any good or s e r v i c e can be d i v i d e d 

i n t o long run c o s t s and s h o r t run c o s t s ; t h e l e n g t h of t h e 

run being determined by t h e v a r i a b i l i t y of t h e f a c t o r s of 

p r o d u c t i o n - The s h o r t run (SR) i s d e f i n e d a s "a p e r i o d 

d u r i n g which some f a c t o r s of p r o d u c t i o n a r e f i x e d " whereas 

t h e long run (LR) i s a " p e r i o d long enough t o p e r m i t t h e 

change of a l l f a c t o r s of p r o d u c t i o n " . C K o u t s o y i a n n i s 

1979). Thus i n the SR f i r m s a r e a b l e t o a l t e r t h e s c a l e of 

t h e i r p l a n t and equipment and new f i r m s a r e u n a b l e t o 

e n t e r t h e i n d u s t r y - The o p p o s i t e i s t r u e i n t h e LR. 

C o s t s a r e u s u a l l y d i v i d e d i n t o f i x e d and v a r i a b l e c o s t s -

F i x e d c o s t s a r e t h o s e which have t o be p a i d i r r e s p e c t i v e of 

output (e.g. d e p r e c i a t i o n , l i c e n c e s ) , and v a r i a b l e c o s t s 

a r e t h o s e c o s t s which v a r y w i t h output (e-g c a s u a l l a b o u r , 

raw m a t e r i a l s ) . In the long run a l l c o s t s a r e v a r i a b l e -

The c o s t s of r e s o u r c e s i n n e o c l a s s i c a l economics do not 

n e c e s s a r i l y equal the e x p e n d i t u r e on them. C o s t s a r e t a k e n 

30 



to be ' o p p o r t u n i t y c o s t s ' which can be d e f i n e d a s "what t h e 

f i r m must g i v e up i n order t o o b t a i n t h e u s e of a 

r e s o u r c e " . ( L i p s e y 1973). Thus, i f a h a u l a g e f i r m owns t h e 

l a n d on which i t i s l o c a t e d , t h e c o s t t o t h e f i r m of t h a t 

land i s t h e sum of money t h a t l a n d would o b t a i n i f l e a s e d 

t o t h e h i g h e s t b i d d e r . T h i s means t h a t a c c o u n t i n g c o s t s 

a r e r a r e l y of any use t o t h e economist; he must i n s t e a d 

impute c o s t s to the r e s o u r c e s used so t h a t t h e i r f u l l 

economic v a l u e i s measured. 

A c c o r d i n g t o n e o c l a s s i c a l economics, a f i r m ' s c o s t s a r e 

d e r i v e d d i r e c t l y from t h e p r o d u c t i o n f u n c t i o n f o r t h e good 

or s e r v i c e concerned and t h e p r i c e of i n p u t s . A p r o d u c t i o n 

f u n c t i o n i s a p u r e l y t e c h n i c a l r e l a t i o n s h i p between i n p u t s 

and o u tputs- I t d e s c r i b e s t h e most t e c h n i c a l l y e f f i c i e n t 

method of p r o d u c i n g any output w i t h a g i v e n c o m b i n a t i o n of 

i n p u t s . A p r o d u c t i o n f u n c t i o n can be w r i t t e n 

q = f ( X , , x^ , x^ ) where q = 

output 

X. . - . X a r e t h e 

i n p u t s used i n t h e 

p r o d u c t i o n p r o c e s s -

I t assumes t h a t a l l i n p u t s a r e m e a s u r a b l e , s u b s t i t u t a b l e 

and i n f i n i t e l y v a r i a b l e and t h a t t e c h n o l o g y i s f i x e d . 

From t h e p r o d u c t i o n f u n c t i o n , a s e t of i s o q u a n t c u r v e s can 

be d e r i v e d . Each i s o q u a n t shows t h e v a r i o u s e f f i c i e n t 



c o m b i n a t i o n s of f a c t o r s of p r o d u c t i o n t h a t can be used t o 

produce a p a r t i c u l a r l e v e l of o u t p u t . An i n f i n i t e number 

of s u c h c u r v e s e x i s t f o r each good or s e r v i c e . 

The minimum c o s t method of p r o d u c i n g any g i v e n output i s 

determined by t h e p o i n t of tangency between the i s o c o s t 

l i n e (which shows t h e r e l a t i v e c o s t s of t h e i n p u t s ) and the 

i s o q u a n t c u r v e . I n f i g 3.1 t h i s i s shown by p o i n t ( a ) . 

With g i v e n output x any c o m b i n a t i o n of f a c t o r s i n t h e 

shaded a r e a i s o b t a i n a b l e but i n e f f i c i e n t b ecause fewer 

f a c t o r s c o u l d be used and t h u s output c o u l d be produced a t 

lower c o s t . Any p o i n t o t h e r than (a) on t h e x c u r v e i s 

a l s o i n e f f i c i e n t g i v e n t h e f a c t o r p r i c e s - Thus t h e r e i s 

only one e f f i c i e n t c o m b i n a t i o n of r e s o u r c e s f o r each l e v e l 

of output. 
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C a p i t a l 

isoquant C'jrve 

Labour 

A l l the p o i n t s of tangency can be j o i n e d to form an 

expansion path t o show t h e minimum c o s t method of p r o d u c i n g 

any output of goods o r s e r v i c e s - From t h i s , t h e 

n e o c l a s s i c a l c o s t c u r v e s can be d e r i v e d . A t y p i c a l s e t of 

LR c u r v e s a r e shown i n f i g 3.X 



FIGURE 3.2 
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The LR average c o s t (LRAC) c u r v e i s t h e boundary between 

what i s f e a s i b l e and what i s n o t , g i v e n t h e p r o d u c t i o n 

f u n c t i o n and the c o s t s of t h e f a c t o r s of p r o d u c t i o n . I t 

shows "the l e a s t p o s s i b l e c o s t per u n i t of producing 

v a r i o u s o u t p u t s when t h e f i r m can p l a n to b u i l d any d e s i r e d 

s i z e of p l a n t " . ( L e f t w i c h 1979). The shape of the LRAC 

c u r v e depends on t h e e x i s t e n c e of i n t e r n a l 

economies/diseconomies of s c a l e . Economies of s c a l e e x i s t 

when, s a y , a dou b l i n g of t h e q u a n t i t y of i n p u t s produces 

more than a doubling of output- I t has been shown by 

B a y l i s s ( 1 9 7 1 ) , Edwards and B a y l i s s ( 1 9 6 8 ) , K r i t z ( 1 9 7 4 ) , 

C o r c o r a n e t a l (1980) t h a t economies of s c a l e tend not t o 

e x i s t i n the t r a n s p o r t s e c t o r a t the l e v e l of the f i r m , 

a l t h ough they do e x i s t a t the i n d i v i d u a l v e h i c l e l e v e l i . e . 
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a d o u b l i n g of t h e number of v e h i c l e s owned by a f i r m does 

not l e a d t o a l e s s than d o u b l i n g of t h e c o s t s , but a 

d o u b l i n g of the GVW of a s i n g l e v e h i c l e does. 

In t h e long r u n , t h e most e f f i c i e n t s c a l e of p l a n t i s t h a t 

a t which t h e LRAC = SRAC = SRMC = LRMC, t h a t i s a t the 

minimum p o i n t on t h e LRAC c u r v e . At t h i s p o i n t , goods 

a r e produced a t t h e i r minimum c o s t w i t h t h e most 

t e c h n i c a l l y e f f i c i e n t number and c o m b i n a t i o n of r e s o u r c e s . 

3.2.2. The P e r f e c t C o m p e t i t i o n Model 

To demonstrate t h e r e l a t i o n s h i p between c o s t s and p r i c e s 

i n n e o c l a s s i c a l economics, c o n s i d e r one p a r t i c u l a r market 

form, t h a t of a p e r f e c t l y c o m p e t i t i v e market. T h i s 

p a r t i c u l a r market form i s used b e c a u s e f r e i g h t t r a n s p o r t i s 

o f t e n r e g a r d e d a s a good example of a p e r f e c t l y c o m p e t i t i v e 

market. The n e c e s s a r y and s u f f i c i e n t c o n d i t i o n s f o r t h e 

e x i s t e n c e of such a market a r e : 

S u f f i c i e n t : 1- a l a r g e number of f i r m s a c t i n g 

independent!y 

2. homogeneous and d i v i s i b l e 

p r o d u c t s / s e r v i c e s 

3- many b u y e r s so t h a t no one 

buyer can i n f l u e n c e the p r i c e 

4. p e r f e c t m o b i l i t y of r e s o u r c e s 

3 i 



5. freedom from l e g a l and o t h e r nan market 

r e s t r a i n t s 

6- b u y e r s and s e l l e r s a r e s m a l l compared t o 

t h e s i z e of t h e market-

N e c e s s a r y : 1. each f i r m b e l i e v e s i t cannot s i g n i f i c a n t l y 

i n f l u e n c e t h e market p r i c e 

2- freedom of e n t r y and e x i t e x i s t s -

Kamerschen and V a l e n t i n e (1981) 

L e f t w i c h (1979) adds t h a t s u p p l y s h o u l d be independent of 

the a c t i v i t i e s of consumers and demand independent of 

p r o d u c e r s ' a c t i v i t i e s . He a l s o adds t h a t p r o d u c e r s and 

consumers have p e r f e c t knowledge. K o u t s o y i a n n i s (1979) 

f u r t h e r adds t h a t t h e long r u n c o n s i s t s of a number of 

i d e n t i c a l s h o r t run p e r i o d s which a r e assumed t o be 

independent of each o t h e r . 

Thus pure c o m p e t i t i o n i s " e s s e n t i a l l y t h e i d e a of 

s m a l l n e s s of t h e i n d i v i d u a l economic u n i t i n r e l a t i o n t o 

the markets i n which i t o p e r a t e s , t h e i d e a of freedom of 

p r i c e s t o move i n r e s p o n s e t o changes i n demand and s u p p l y 

and t h e i d e a t h a t a c o n s i d e r a b l e degree of m o b i l i t y f o r 

both goods and r e s o u r c e s e x i s t s i n the economy". ( L e f t w i c h 

1979) . 

The s h o r t run model 

0.6 



The -firm i n a p e r f e c t l y c o m p e t i t i v e m a r k e t f a c e s a 

p e r f e c t l y e l a s t i c demand f o r i t s p r o d u c t / s e r v i c e ; i t i s a 

p r i c e t a k e r . I t d e c i d e s on an o u t p u t g i v e n t h e p r i c e 

d i c t a t e d by t h e m a r k e t - S i n c e t h e p r i c e i s s e t ( u s u a l l y 

a s s u m e d by t h e a c t i o n s o f some k i n d o f W a l r a s i a n 

a u c t i o n e e r ) , t h e m a r g i n a l r e v e n u e (MR) i . e . t h e r e v e n u e 

o b t a i n e d f r o m t h e s a l e o f an a d d i t i o n a l u n i t of o u t p u t , 

w i l l be c o n s t a n t and e q u a l t o t h e p r i c e ( o r a v e r a g e 

r e v e n u e ) . To m a x i m i s e p r o f i t s , i t must m a x i m i s e t h e 

d i f f e r e n c e b e t w e e n t o t a l r e v e n u e and t o t a l c o s t s ; i n o t h e r 

w o r d s , i t must s e t m a r g i n a l r e v e n u e e q u a l t o m a r g i n a l 

c o s t s . T h i s i s t h e i m p o r t a n t p r i c i n g c r i t e r i a a nd t h e 

b a s i s o f much of n e o c l a s s i c a l e c o n o m i c s . 

C o n s i d e r i n g f i g 3.3, i n t h e SR, w i t h p r i c e Po, t h e p e r f e c t 

c o m p e t i t o r s h o u l d p r o d u c e xo u n i t s o f o u t p u t . P r o f i t s of 

pbcd a r e o b t a i n a b l e . I n e q u i l i b r i u m , t h e f i r m p r o d u c e s 

w h e r e MR = AR = MC and u s e s t h e most e f f i c i e n t s c a l e o f 

p l a n t . 
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F I G U R E 3,3 

E Q U I L I B R I U M OF P E R F E C T COMPETITOR IN THE SR 

Cost 

Po 

W6 

Xo Q u a n t i t y 

B e c a u s e o-f p e r - f e c t l y m o b i l e r e s o u r c e s and t h e e x i s t e n c e o-f 

p e r - f e c t i n-f o r m a t i o n , a l l ^ i r m s w i l l h a v e t h e same c o s t 

c u r v e s b e c a u s e a l l h a v e a c c e s s t o t h e same t e c h n o l o g y and 

t h u s c a n p r o d u c e a t t h e same minimum c o s t p e r u n i t . T h i s 

i n t u r n i m p l i e s t h a t p r o - f i t s i n e a c h f i r m w i l l be t h e same-

A l l - f i r m s w i l l n o t , h o w e v e r , be o-f t h e same s i z e f o r a s 

K o u t s o y i a n n i s <1979) s a y s " t h e p a r t i c u l a r s i z e o f e a c h f i r m 

i n p e r f e c t c o m p e t i t i o n d e p e n d s on t h e e n t r e p r e n e u r i a l 

e f f i c i e n c y of t h e b u s i n e s s m a n , w h i c h i s t r a d i t i o n a l l y 

c o n s i d e r e d a s a random a t t r i b u t e " . The c o s t s w i l l be t h e 

same f a r e a c h f i r m , h o w e v e r , b e c a u s e o f t h e d e f i n i t i o n of 

c o s t s a s o p p o r t u n i t y c o s t s a n d n o t s o l e l y a c c o u n t i n g 

c o s t s . The e f f i c i e n t e n t r e p r e n e u r c o u l d be h i r e d o u t t o 



a n o t h e r -firm a t a h i g h e r p r i c e . I t i s t h i s h i g h e r p r i c e 

t h a t must be t a k e n i n t o a c c o u n t . So a s F r i e d m a n ( 1 9 7 6 ) 

s a y s " I - f -firms di-f-fer i n s i z e b e c a u s e t h e y u s e s p e c i a l i s e d 

r e s o u r c e s t h e i r a v e r a g e c o s t s w i l l a l 3 t e n d t o be e q u a l 

p r o v i d e d t h e y a r e p r o p e r l y c o m p u t e d s o a s t o i n c l u d e 

r e n t s " . The d i - f - f i c u l t y a r i s e s b e c a u s e a s S t i g l e r ( 1 9 6 3 ) 

s t a t e s "thfc: a c c o u n t a n t r e - f u s e s t o i n c l u d e i n c o s t s t h e 

v a l u e o-f t h e e n t r e p r e n e u r ' s s e r v i c e s i n o t h e r e m p l o y m e n t s 

and i n s i s t s upon v a l u i n g a t t h e i r h i s t o r i c c o s t s , a s s e t s 

o b t a i n e d a t b a r g a i n p r i c e s " -

I t i s n o t a l w a y s t h a t a f i r m i s a b l e t o make p u r e e c o n o m i c 

p r o - f i t s i n t h e SR. However s o l o n g a s t h e -firm c o v e r s i t s 

AVC i t i s b e t t e r t o p r o d u c e t h e o u t p u t g i v e n by t h e 

e q u a l i s a t i o n o-f MC and MR t h a n n o t t o p r o d u c e a n y o u t p u t a t 

a l l . Any e x c e s s o v e r t h e AVC c a n be c o n t r i b u t e d t o AFC, 

w h i c h h a v e t o be p a i d i r r e s p e c t i v e o-f t h e l e v e l o-f 

p r o d u c t i o n . The p o r t i o n o-f t h e MC c u r v e w h i c h l i e s a b o v e 

t h e AVC i s t h e s u p p l y c u r v e o-f t h e -firm. 

The Long r u n model 

The e x i s t e n c e o+ p u r e e c o n o m i c p r o - f i t s i n t h e s h o r t r u n 

e n t i c e s e n t r a n t s i n t o t h e m a r k e t i n t h e l o n g r u n , -for by 

d e - f i n i t i o n , p r o - f i t s a r e g r e a t e r t h a n c a n be o b t a i n e d i n 

o t h e r i n d u s t r i e s - The e n t r a n c e o-f new - f i r m s , t o g e t h e r 

w i t h i n c r e a s e d p r o d u c t i o n -from e x i s t i n g - f i r m s , i n c r e a s e i 
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t h e i n d u s t r y s u p p l y . F o r t h e a d d i t i o n a l o u t p u t t o be s o l d 

t h e p r i c e must f a l l t o e q u a t e t h e new s u p p l y with demand. 

E q u i l i b r i u m w i l l be r e a c h e d when t h e p r i c e i s d r i v e n down 

t o t h e p o i n t w h e r e LRMC = LRMR = URAC = SRAC = AR, f o r o n l y 

a t t h i s p o s i t i o n a r e t h e r e no e x c e s s p r o - f i t s a nd t h e r e - f o r e 

no r e a s o n -for new f i r m s t o e n t e r t h e m a r k e t . E a c h f i r m i s 

making ' n o r m a l ' p r o f i t s . W h e t h e r t h e new p r i c e i s t h e 

same, a b o v e o r b e l o w t h e o r i g i n a l p r i c e d e p e n d s on w h e t h e r 

t h e m a r k e t i s c h a r a c t e r i s e d by c o n s t a n t , i n c r e a s i n g o r 

d e c r e a s i n g c o s t c o n d i t i o n s r e s p e c t i v e l y . T h e f i r m ' s l o n g 

r u n e q u i l i b r i u m i s shown i n f i g 3.4. 

F I G U R E 3.4 

E Q U I L I B R I U M QF P E R F E C T COMPETITOR IN THE LR 

Cost 

LRAC 
SRAC SRAC LHAC 

O u A n t i t y 

E a c h f i r m p r o d u c e s w i t h t h e most e f f i c i e n t s c a l e of p l a n t 

and a t t h e most e f f i c i e n t o u t p u t . B o t h c o n s u m e r and 



p r o d u c e r w e l f a r e i s m a x i m i s e d and a c o n d i t i o n of P a r e t o 

o p t i m a l i t y i s a p p r o a c h e d -

P r e d i c t i o n s of t h e model 

The p e r f e c t c o m p e t i t i o n model a l l o w s c e r t a i n p r e d i c t i o n s 

t o be made f o l l o w i n g c h a n g e s i n e x o g e n o u s f a c t o r s . T h e s e 

i n c l u d e : 

1. C h a n g e s i n f i x e d c o s t s w i l l n o t a l t e r t h e p r i c e l e v e l 

o r t h e f i r m ' s o u t p u t l e v e l i n t h e SR. I n t h e LR, i f f i x e d 

c o s t s i n c r e a s e , t h e p r i c e w i l l r i s e . T h e o u p u t l e v e l o f 

t h e f i r m d e p e n d s on t h e c o s t c o n d i t i o n s f a c i n g t h e f i r m -

2. C h a n g e s i n v a r i a b l e c o s t s w i l l a l t e r t h e p r i c e and 

o u t p u t l e v e l i n b o t h t h e SR and t h e LR- An i n c r e a s e i n t h e 

v a r i a b l e c o s t s w i l l i n c r e a s e t h e p r i c e a nd d e c r e a s e s u p p l y . 

The i n c r e a s e i n p r i c e w i l l be l e s s i n t h e SR t h a n i n t h e LR 

3. An i n c r e a s e i n demand w i l l i n c r e a s e t h e o u t p u t of t h e 

f i r m and i n c r e a s e p r i c e and p r o f i t s i n t h e SR- I n t h e LR 

t h e p r i c e w i l l f a l l f r o m t h e new l e v e l , t h e e x t e n t of t h e 

f a l l d e p e n d i n g a g a i n on t h e c o s t c o n d i t i o n s f a c i n g t h e 

f i rm-

Summary of N e o c l a s s i c a l t h e o r y 

The p r e v i o u s s e c t i o n s h a v e d e m o n s t r a t e d t h e f u n d a m e n t a l s 

of t h e n e o c l a s s i c a l e c o n o m i c t h e o r y o f t h e f i r m . The 

p e r f e c t c o m p e t i t i o n model i s j u s t one e x a m p l e of how t h e 
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c o s t c u r v e s d e r i v e d i n t h e f i r s t s e c t i o n c o m b i n e w i t h t h e 

demand c o n d i t i o n s t o g i v e p r i c e s . O t h e r m a r k e t f o r m s 

i n c l u d e monopoly, i m p e r f e c t o r m o n o p o l i s t i c c o m p e t i t i o n and 

v a r i o u s f o r m s of o l i g o p o l y - A l t h o u g h t h e p r e d i c t i o n s a s t o 

p r i c e and o u t p u t d i f f e r b e t w e e n e a c h m o d e l , t h e b a s i c 

a s s u m p t i o n s and a n a l y t i c a l t o o l s u s e d a r e t h e same. 

N e o c l a s s i c a l e c o n o m i c a n a l y s i s h a s b e e n e x t e n d e d t o c o v e r 

s u c h i s s u e s a s w e l f a r e e c o n o m i c s ( s e e f o r e x a m p l e P i g o u 

( 1 9 3 2 ) , Mi Shan ( 1 9 7 5 ) , C o a s e ( 1 9 6 0 ) , K a l d o r ( 1 9 3 9 ) , P e a r c e 

( 1 9 7 B ) , Baumol and D a t e s ( 1 9 7 5 ) , D a s g u p t a and P e a r c e ( 1 9 7 2 ) ) , 

i n c l u d i n g c o s t b e n e f i t a n a l y s i s and e x t e r n a l i t y t r e a t m e n t . 

T h e r e h a v e a l s o b e e n d e v e l o p m e n t s t o t h e m o d e l s and e m p i r i c a l 

i n v e s t i g a t i o n s o f s u c h i s s u e s a s e c o n o m i e s o f s c a l e ( s e e f o r 

e x a m p l e L a n c a s t e r ( 1 9 6 9 ) , S i l b e r s t o n ( 1 9 7 2 ) , S c h e r e r e t a l 

( 1 9 7 0 ) and P r a t t e n ( 1 9 7 1 ) ) . T h e f u n d a m e n t a l b a s i s o f 

n e o c l a s s i c a l e c o n o m i c s , h o w e v e r , h a s n o t r e a l l y c h a n g e d . T h i s 

s e c t i o n c o n c l u d e s w i t h a summary o f t h e b a s i c n e o c l a s s i c a l 

a p p r o a c h . 

1. N e o c l a s s i c a l e c o n o m i c s i s c o n c e r n e d w i t h e q u i l i b r i u m 

a n a l y s i s . F i r m s a r e a s s u m e d t o move f r o m one e q u i l i b r i u m 

t o a n o t h e r w i t h no c o n s i d e r a t i o n of t h e p r o c e s s by w h i c h 

t h e y do s o -

2- The f i r m i s owned by an e n t r e p r e n e u r who h a s u n i t a r y 

c o n t r o l o v e r c o s t s . 

3- The f i r m ' s s o l e o b j e c t i v e i s t o m a x i m i s e p r o f i t s . 

4. The e n t r e p r e n e u r i s g l o b a l l y r a t i o n a l . 

5. C o s t s a r e d e t e r m i n e d m e c h a n i c a l l y f r o m p r o d u c t i o n 



f u n c t i o n s and f a c t o r p r i c e s , a l l of w h i c h a r e known. 

6. O u t p u t i s d e t e r m i n e d by t h e e q u a l i s a t i o n of MC and MR. 

P r i c e i s d e t e r m i n e d by c o n s i d e r a t i o n of t h e demand c u r v e a t 

t h i s p o i n t -

7. The l o n g r u n i s a s u c c e s s i o n o f s h o r t r u n p e r i o d s -

P r o f i t m a ; ; i m i s a t i o n i n t h e s h o r t r u n l e a d s , t h e r e f o r e , t o 

l o n g r u n p r o f i t ma;< i mi s a t i on-

3.3 T r a n s p o r t L i t e r a t u r e and N e o c l a s s i c a l E c o n o m i c s 

H a v i n g c o n s i d e r e d t h e b a s i c n e o c l a s s i c a l a p p r o a c h t o 

c o s t i n g and p r i c i n g , t h e n e x t s t a g e i s t o c o n s i d e r t h e 

l i t e r a t u r e on t r a n s p o r t c o s t i n g a nd p r i c i n g and how i t 

r e l a t e s t o n e o c l a s s i c a l e c o n o m i c t h e o r y . The i m p o r t a n c e 

a t t a c h e d t o s u c h t h e o r y i n t h e c o n t e x t of c o s t i n g and 

p r i c i n g c a n be gauged f r o m t h e e x t e n s i v e u s e of 

n e o c l a s s i c a l a s s u m p t i o n s i n t h e l i t e r a t u r e on r o a d f r e i g h t 

t r a n s p o r t o p e r a t i n g c o s t s . F o r t h e p u r p o s e o f e x p o s i t i o n , 

t h e l i t e r a t u r e c a n be d i v i d e d i n t o f o u r c a t e g o r i e s , e a c h 

d i f f e r i n g i n t h e d e g r e e of e x p l i c i t n e s s a b o u t t h e 

a s s u m p t i o n s i t makes. The c a t e g o r i e s a r e , of c o u r s e , 

s i m p l i f i c a t i o n s . Not a l l of t h e l i t e r a t u r e f a l l s n e a t l y 

i n t o any one p a r t i c u l a r c a t e g o r y - T h e y s e r v e , h o w e v e r , a s 

a u s e f u l f r a m e w o r k of c l a s s i f i c a t i o n . 

Much of t h e b a s i c t r a n s p o r t t e x t c o n t a i n i n g a n a l y s i s of 

o p e r a t i n g c o s t s and p r i c i n g i s q u i t e e x p l i c i t i n i t s 

a d a p t i o n of a n e o c l a s s i c a l e c o n o m i c s t a n c e - I n t h i s 

L3 



r e v i e w , l i t e r a t u r e i n t h i s c a t e g o r y f o l l o w s t h e 

d e s c r i p t i ve economi c a p p r o a c h . L i t e r a t u r e r e l a t i n g t o 

p o l i c y d i s c u s s i o n i s l e s s open a b o u t i t s t h e o r e t i c a l b a s i s 

and t h e a s s u m p t i o n s a s s o c i a t e d w i t h i t - I t i s i d e o l o g i c a l 

i n i t s a m b i t i o n s and i s t h e r e - f o r e l a b e l l e d t h e i d e o l o q i c a l 

e c o n o m i c a p p r o a c h . T h e t e c h n o - e c o n o m i c a p p r o a c h 

d e s c r i b e s l i t e r a t u r e w h i c h a s s u m e s t h a t t h e t e c h n i c a l 

c h a r a c t e r i s t i c s o-f e i t h e r t h e p r o d u c t c a r r i e d o r t h e 

j o u r n e y i t s e l f d e t e r m i n e s t h e c o s t o f t r a n s p o r t . F i n a l l y , 

t h e r e i s t h e l i t e r a t u r e w h i c h i s p u r e l y p r e s c r i p t i v e i n 

t h a t i t s e t s o u t t h e c o s t s w h i c h s h o u l d be t a k e n i n t o 

a c c o u n t when c o s t i n g and s u g g e s t s how c o s t s s h o u l d be 

c omputed. T h i s i s l a b e l l e d t h e a c c o u n t i nq economi c 

a p p r o a c h . 

3.3.1 E x a m p l e s of t h e a p p r o a c h e s t o t r a n s p o r t c o s t i n g 

1. The d e s c r i p t i v e e c o n o m i c a p p r o a c h 

L i t e r a t u r e i n t h i s c a t e g o r y i s e x p l i c i t l y n e o c l a s s i c a l i n 

i t s a p p r o a c h . I t i s t y p i c a l l y a t r a n s p o r t t e x t book w i t h 

e a r l y c h a p t e r s ( B u t t o n and Pearman ( 1 9 8 1 ) , B u t t o n ( 1 9 3 2 ) , 

S t u b b s e t a l ( 1 9 8 0 ) , B e l l e t a l ( 1 9 8 4 ) , ) o r s e c t i o n s of a 

c h a p t e r ( H i c k s ( 1 9 7 7 ) , S h a r p ( 1 9 7 3 ) , B e l l e t a l ( 1 9 8 3 , 

G w i l l i a m and M a c k i e ( 1 9 7 5 ) ) on t h e n e o c l a s s i c a l t h e o r y o f 

t h e f i r m and g o e s on t o d e s c r i b e f r e i g h t o p e r a t i n g c o s t s i n 

p r a c t i c e . The c h a p t e r / s e c t i o n d e s c r i b i n g c o s t s i s 

f r e q u e n t l y n o t e x p l i c i t l y r e l a t e d t o n e o c l a s s i c a l 

e c o n o m i c s . Vague a t t e m p t s a t r e l a t i n g e c o n o m i c t h e o r y t o 
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p r a c t i c e may be made by r e l a t i n g e c o n o m i c c o n c e p t s s u c h a s 

j o i n t c o s t s o r m a r g i n a l c o s t s t o t r a n s p o r t e x a m p l e s , b u t i t 

i s m o s t l y l e f t t o t h e i n t e r p r e t a t i o n of t h e r e a d e r . 

D e p a r t u r e s f r o m n e o c l a s s i c a l t h e o r y a r e d e s c r i b e d ( e . g . 

t h a t no c o s t i n g s a r e done by many f i r m s ) , t h o u g h t h e y a r e 

n e v e r s t a t e d t o be s u c h , and t h e d i f f i c u l t i e s o f r e l a t i n g 

n e o c l a s s i c a l e c o n o m i c s t o e m p i r i c a l o b s e r v a t i o n s ( s u c h a s 

t h e p r o b l e m s c a u s e d by d i s c o n t i n u i t i e s i n t h e p r o d u c t i o n 

f u n c t i o n ) a r e i d e n t i f i e d , b u t t h e t h e o r e t i c a l i m p l i c a t i o n s 

of t h e s e m a t t e r s a r e t a k e n no f u r t h e r . I t i s a s i f t h e 

a u t h o r s a r e s e e k i n g a n o t h e r t h e o r y t o e x p l a i n t h e 

d e p a r t u r e s f r o m t r a d i t i o n a l t h e o r y , b u t n o n e i s a v a i l a b l e . 

T h u s , a s much a s p o s s i b l e i s d e s c r i b e d i n n e o c l a s s i c a l 

t e r m i n o l o g y b u t d e p a r t u r e s f r o m t h e t h e o r y a r e l e f t 

e m p i r i c a l l y d e s c r i b e d , b u t t h e o r e t i c a l l y u n e x p l a i n e d . 

2. The i d e o l o g i c a l e c o n o m i c a p p r o a c h 

The e s s e n c e of t h e i d e o l o g i c a l e c o n o m i c a p p r o a c h i s t h a t 

c o s t i n g / p r i c i n g i s r e l a t e d t o t h e i m p l i c i t i d e o l o g i c a l 

a m b i t i o n s of t h e a u t h o r s . L i t e r a t u r e f a l l i n g i n t o t h i s 

c a t e g o r y i s t y p i c a l l y , b u t n o t i n v a r i a b l y , g o v e r n m e n t 

p o l i c y o r i e n t a t e d . The g e n e r a l i d e o l o g y a d o p t e d i s t h a t o f 

n e o c l a s s i c a l e c o n o m i c s -

The A r m i t a g e r e p o r t ( 1 9 8 0 ) i s an o b v i o u s e x a m p l e of 

l i t e r a t u r e a d o p t i n g t h i s a p p r o a c h . I t c o n t a i n s no e x p l i c i t 

t h e o r e t i c a l a s s u m p t i o n s , y e t t h e u n d e r l y i n g i d e o l o g y i s 

q u i t e a p p a r e n t . S t a t e m e n t s s u c h a s " I n t h e c a s e of 
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l o r r i e s , t h e m a r k e t w i l l b e s t d e t e r m i n e t h e p r o p e r l e v e l o f 

demand b e c a u s e t h r o u g h i t t h e e c o n o m i c c o s t s a nd b e n e f i t s 

o f l o r r i e s w i l l be b r o u g h t home t o t h o s e t a k i n g d i r e c t and 

i n d i r e c t d e c i s i o n s a b o u t t r a n s p o r t " , d e m o n s t r a t e s 

A r m i t a g e ' s b e l i e f t h a t " i t i s i n t h e p u b l i c i n t e r e s t t h a t 

l o r r i e s s h o u l d pay a t l e a s t t h e i r r o a d t r a c k c o s t s s i n c e by 

t h i s means t h e r e w i l l be a b e t t e r a l l o c a t i o n of e c o n o m i c 

r e s o u r c e s t h a n t h e r e w o u l d o t h e r w i s e h a v e b e e n " . T h i s i s 

c l e a r l y n e o c l a s s i c a l i n n a t u r e and i d e o l o g y , t h o u g h i t 

r e c o g n i s e s t h a t c o m p l e t e f r e e d o m o f t h e m a r k e t i s 

i n e f f i c i e n t i n t h e p r e s e n c e o f e x t e r n a l i t i e s . 

L e g i s l a t i o n h a s become i n c r e a s i n g l y n e o c l a s s i c a l i n 

o u t l o o k s i n c e t h e 1 9 6 0 ' s . B a s e d on t h e r e p o r t s o f s e v e r a l 

i n f l u e n t i a l c o m m i s s i o n s ( 6 e d d e s C o m m i s s i o n 1 9 6 3 , t h e F o s t e r 

C o m m i s s i o n 197B and t h e A r m i t a g e C o m m i s s i o n 1 9 B O ) , i t h a s 

c o n c e n t r a t e d on t h e p r o m o t i o n o f e f f i c i e n c y t h r o u g h 

c o m p e t i t i o n , c o u p l e d w i t h t h e i n t e r n a l i s a t i o n o f t h e 

a d v e r s e s o c i a l and e n v i r o n m e n t a l e f f e c t s of t r a n s p o r t . 

T h a t i s , i t h a s been e n c o u r a g i n g m a r g i n a l s o c i a l c o s t 

p r i c i n g - a p o l i c y w h i c h i s c l e a r l y n e o c l a s s i c a l i n n a t u r e . 

T h u s b e t w e e n 1933 and 1968, i n t e r m o d a l c o m p e t i t i o n was 

r e s t r i c t e d by p r o t e c t i o n i s t p o l i c i e s d e s i g n e d t o a i d t h e 

r a i l w a y s . I t was n o t u n t i l t h e G e d d e s C o m m i s s i o n t h a t f r e e 

c o m p e t i t i o n was d e c l a r e d b e n e f i c i a l on e f f i c i e n c y g r o u n d s -

The e x t e r n a l e f f e c t s o f t r a n s p o r t had l o n g b e e n known, 

b u t i t was o n l y i n t h e 1977 W h i t e P a p e r on t r a n s p o r t (Cmnd 

6 8 3 6 ) t h a t t h e L a b o u r G o v e r n m e n t s t a r t e d t o d e a l w i t h t h e 
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p r o b l e m s s p e c i f i c a l l y . I t s t a t e d " t h e g o v e r n m e n t i s 

moving t o w a r d s making s u r e t h a t t h e t a x a t i o n on l o r r i e s 

c o v e r s t h e i r s h a r e o f t h e p u b l i c c o s t s o f r o a d s i n c l u d i n g 

t h e c o s t of p o l i c i n g them and o f a c c i d e n t s " . 

I n 1981, a t r a n s p o r t W h i t e P a p e r (Cmnd 8 4 3 9 ) , 

p r o d u c e d u n d e r a C o n s e r v a t i v e G o v e r n m e n t , s t r o v e c l o s e r t o 

r e commending m a r g i n a l s o c i a l c o s t p r i c i n g by s t a t i n g t h a t 

" f a i r c o m p e t i t i o n means i n p a r t i c u l a r t h a t e a c h c a t e g o r y o f 

h e a v y l o r r y s h o u l d pay i n m o t o r i n g t a x a t i o n a t l e a s t t h e 

f u l l c o s t a t t r i b u t e d t o i t " . 

N e o c l a s s i c a l i d e o l o g y i s n o t c o n f i n e d t o g o v e r n m e n t p o l i c y 

d o c u m e n t s . R o w l e y e t a l ( 1 9 8 3 ) , i n c o m p a r i n g t h e c o s t o f 

t r a n s p o r t i n g g oods by r o a d w i t h t r a n s p o r t i n g them by 

r o l l - o n r o l l - o f f f e r r y , a r e c o n c e r n e d w i t h t h e i r r e s p e c t i v e 

m a r g i n a l c o s t s . T hey a l s o s t a t e " i f , a s h a s b e e n s u g g e s t e d 

a b o v e , r e t u r n s t o s c a l e w i t h r e s p e c t t o f l e e t s i z e a r e 

c o n s t a n t i n r o a d h a u l a g e , LRMC = LRAC and r e p r e s e n t s t h e 

l e v e l t o w a r d s w h i c h r o a d h a u l a g e c h a r g e s w i l l t e n d t o 

c o n v e r g e i f c o m p e t i t i o n i s p r e s e r v e d " . T h i s i s a g a i n 

c l e a r l y n e o c l a s s i c a l . 

3. The t e c h n o — e c o n o m i c a p p r o a c h 

The o b j e c t i v e of t h e l i t e r a t u r e on t h e t e c h n o — e c o n o m i c 

a p p r o a c h i s c o s t m i n i m i s a t i o n b a s e d on c o n s i d e r a t i o n o f t h e 

t e c h n i c a l a t t r i b u t e s of t h e p r o d u c t c a r r i e d ( e . g . w e i g h t , 
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v o l u m e ) , o r t h e t r i p made ( e - g - l e n g t h , f r e q u e n c y ) . I t i s 

e s s e n t i a l l y t h e same a s t h e " t e c h n o l o g i c a l p o s i t i v i s t 

c a t e g o r y a s d e f i n e d by G r a y ( 1 9 8 2 ) i n r e l a t i o n t o modal 

c h o i c e d e c i s i o n s . 

An e x a m p l e o f t h e l i t e r a t u r e i n t h i s c a t e g o r y i s t h e OECD 

( 1 9 8 3 ) who s a y t h a t t h e c o s t s o f o p e r a t i n g h e a v y f r e i g h t 

v e h i c l e s d e p e n d s on " a r a n g e o f j D a r a m e t e r s w h i c h may o r may 

n o t be l i n k e d and w h i c h p e r t a i n t o b o t h o p e r a t i n g 

c o n d i t i o n s a nd v e h i c l e c h a r a c t e r i s t i c s " . The f a c t o r s t h e y 

i n c l u d e a r e ; 

1. p r o d u c t i v i t y i n d i c a t o r s ; a n n u a l d i s t a n c e t r a v e l l e d , w e i g h t 

l o a d f a c t o r s -

2. v e h i c l e c o n f i g u r a t i o n ; v e h i c l e t y p e , a x l e l o a d and number 

of a x l e s . 

3. c o n d i t i o n s o f u s e ; n a t u r e and s i z e o f c a r r i e r , c o m m o d i t i e s 

t r a n s p o r t e d and r o a d a l i g n m e n t a nd c o n d i t i o n s -

T h us c o s t s a r e l i n k e d p u r e l y t o t e c h n i c a l a t t r i b u t e s . I n 

a s i m i l a r v e i n , R o b e r t s ( 1 9 7 1 ) a d o p t s a l o g i s t i c s a p p r o a c h 

t o t r a n s p o r t . He u s e s a "model t o manage t h e l o g i s t i c s o f 

a s i n g l e i t e m i n v e n t o r y p o i n t o p e r a t i n g a s a d e c e n t r a l i s e d 

p r o f i t c e n t r e , " " w i t h t h e o b j e c t i v e o f m i n i m i s i n g 

c o s t s a s s o c i a t e d w i t h t h e l o g i s t i c s f u n c t i o n ( o r d e r c o s t , 

t r a n s p o r t c o s t , s t o r a g e c o s t , c a p i t a l c a r r y i n g c o s t and 

s t o c k o u t c o s t s . T h e model i s c o n s t r u c t e d f r o m s i x 

g e n e r a l i s e d v a r i a b l e s : 

1) t h e l e v e l o f demand, 
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2) l e n g t h and c h a r a c t e r i s t i c s o f h a u l , 

3) c h a r a c t e r i s t i c s o f t h e commodity, 

4) t h e q u a n t i t y t o be o r d e r e d 

5) t h e r e o r d e r p o i n t 

6) t h e c h o i c e of mode 

A minimum l o g i s t i c s c o s t p e r u n i t i s f o u n d f r o m t h e 

a d d i t i o n of t h e a b o v e c r i t e r i a . 

L i t e r a t u r e w h i c h i n c l u d e s t h e e x t r a p o l a t i o n of c o s t s 

b a s e d on p u r p o r t e d l y o b j e c t i v e p u b l i s h e d t a b l e s o f 

o p e r a t i n g c o s t s a l s o come w i t h i n t h i s c a t e g o r y - Wood 

( 1 9 8 3 ) , f o r i n s t a n c e , when c a l c u l a t i n g t h e c o s t s of t h e 

l o r r y b a n s i n L o n d o n , e x t r a p o l a t e s f r o m a c o s t b a s e d on an 

e s t i m a t e d number of t o n n e - k i l o m e t e r s b e f o r e a nd a f t e r t h e 

p r o p o s e d b a n s . A l l c o s t s w e r e t a k e n d i r e c t l y f r o m Motor 

T r a n s p o r t t a b l e s of o p e r a t i n g c o s t s - L i k e t h e m o d e l s 

a b o v e , t h e e x t r a p o l a t i o n s b a s e d on s u p p o s e d l y t e c h n i c a l 

d a t a a s s u m e t h a t a l l f i r m s h a v e t h e same c o s t s a nd t h a t 

t h e y w i l l a l l r e a c t i n t h e same way t o c h a n g e s i n 

c o n d i t i o n s - O t h e r l i t e r a t u r e t o do t h i s i n c l u d e s t h e 

A r m i t a g e r e p o r t ( 1 9 8 0 ) , P a t t e r s o n and May ( 1 9 S 2 ) , H a l l 

( 1 9 8 2 ) , R o w l e y e t a l ( 1 9 8 3 ) and M a c k i e and H a r d i n g ( 1 9 8 2 ) , 

4- The A c c o u n t i n g — E c o n o m i c a p p r o a c h 

The l i t e r a t u r e i n t h i s c a t e g o r y i s t h e e a s i e s t t o 

c l a s s i f y . I t c o n s i s t s o f p r e s c r i p t i v e e x p o s i t i o n s o f what 

c o s t f r a m e w o r k s s h o u l d c o m p r i s e and how t h e y s h o u l d be 
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c a l c u l a t e d . T h e r e a r e no e x p l i c i t u n d e r l y i n g t h e o r e t i c a l 

a s s u m p t i o n s , b u t a g a i n , by a d v i s i n g how c o s t s s h o u l d be 

c a l c u l a t e d and by e x p o u n d i n g t h e v i r t u e s of c a s t i n g , t h e y 

a r e i m p l i c i t l y a s s u m i n g t h a t c o s t m i n i m i s a t i o n i s o f 

p a r a m o u n t i m p o r t a n c e . L i t e r a t u r e i n t h i s c a t e g o r y i n c l u d e s 

Lowe ( 1 9 8 3 ) , C o o k e ( 1 9 7 4 ) , B a s s e t t ( 1 9 7 4 ) , S t e w a r t - D a v i d 

( 1 9 8 0 ) , L e e ( 1 9 6 9 ) , R a t c l i f f e < 1 9 8 2 ) and F a u l k s ( 1 9 7 7 ) . 

I t h a s b e e n shown a b o v e t h a t much o f t h e work on t r a n s p o r t 

e c o n o m i c s i s e i t h e r i m p l i c i t l y o r e x p l i c i t l y n e o c l a s s i c a l 

i n i t s a s s u m p t i o n s - T h e r e i s h o w e v e r , a g r o w i n g body o f 

e v i d e n c e o f an e m p i r i c a l n a t u r e r e l a t i n g d i r e c t l y t o r o a d 

f r e i g h t t r a n s p o r t w h i c h i s c o n t r a d i c t o r y t o s u c h t h e o r y . 

I t i s t o t h i s t h a t we now t u r n -

3.4- E v i d e n c e f r o m t h e f r e i g h t t r a n s p o r t i n d u s t r y 

a g a i n s t t h e n e o c l a s s i c a l t h e o r y o f t h e f i r m -

One of t h e p r i n c i p a l o b s e r v a t i o n s a g a i n s t n e o c l a s s i c a l 

e c o n o m i c s i s t h a t t r a n s p o r t p r o v i d e r s a r e n o t s e e k i n g t o 

m i n i m i s e c o s t s . H i c k s ( 1 9 7 7 ) f o r i n s t a n c e s a y s " T h e r e a r e 

a number o f i n d i c a t o r s t h a t t r a n s p o r t c o s t s , t h o u g h n e v e r 

c o n s c i o u s l y and u n n e c e s s a r i l y i n c r e a s e d , a r e n o t p r e s e n t l y 

b e i n g m i n i m i s e d " . He s u g g e s t s t h r e e r e a s o n s f o r t h i s : 

1- Some f i r m s u n d e r t a k i n g t r u c k i n g t a s k s may l a c k 

t r a n s p o r t and d i s t r i b u t i o n management s k i l l s . Some 

m a n a g e r s r e l y on ' s e a t o f t h e p a n t s ' i n s t i n c t i v e 
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management. 

2. T r a n s p o r t u s e r s and o p e r a t o r s may l a c k t h e a c c e s s t o 

p l a n n i n g and c o o r d i n a t i o n w h i c h w o u l d e n a b l e them t o t a k e 

a d v a n t a g e of e c o n o m i e s . 

3. Demand f o r f r e i g h t t r a n s p o r t may be q u i t e i n e l a s t i c t o 

c h a n g e s i n c o s t s . 

E v i d e n c e t h a t f i r m s w e r e n o t s e e k i n g t o m i n i m i s e c o s t s 

i s a l s o g i v e n by E d w a r d s ( 1 9 7 1 ) i n a m a j o r s t u d y o f t h e r o a d 

h a u l a g e b u s i n e s s . A c c o r d i n g t o E d w a r d s , one r e a s o n why 

c o s t m i n i m i s a t i o n d o e s n o t t a k e p l a c e i s t h a t s m a l l e r 

h a u l i e r s w e r e f o r c e d t o buy v e h i c l e s t h a t w e r e s u i t a b l e f o r 

most j o b s b u t i d e a l f o r n o ne. 

L o c a l a u t h o r i t y u s e of v e h i c l e s h a s r e c e n t l y come u n d e r a 

g r e a t d e a l o f s c r u t i n y b e c a u s e o f a l l e g e d i n e f f i c i e n c i e s i n 

t h e i r u s e . S l a t e r ( 1 9 8 5 ) s t a t e s " P u b l i c s e c t o r t r a n s p o r t 

i s f u l l o f i n e f f i c i e n c y - R e v e n u e i s l o w , u s e i s low and 

t h e w o r k s h o p s a r e t o o b i g . . . . P u b l i c s e c t o r o r g a n i s a t i o n s 

t e n d e d t o buy enough v e h i c l e s t o meet peak demand w h i c h 

r e s u l t e d i n low u s e . Low u s e and h i g h m a i n t e n a n c e c o s t 

r e s u l t e d i n h i g h o p e r a t i n g c o s t s . I t i s a l s o t r u e t h a t 

m a i n t e n a n c e s t a n d a r d s a r e r i g i d , o f t e n r e f l e c t i n g t h e 

o l d e s t v e h i c l e i n t h e f l e e t " . 

The p r o p o s i t i o n t h a t c o s t m i n i m i s a t i o n i s n o t o f p r i m a r y 

i m p o r t a n c e i s d e m o n s t r a t e d by o p e r a t o r s ' l a c k of k n o w l e d g e 

of t h e i r o p e r a t i n g c o s t s . A s t u d y of 29 f i r m s i n t h e B l a c k 

c o u n t r y by Cook ( 1 9 6 7 ) f o u n d t h a t "some t r a n s p o r t 



d e p a r t m e n t s had v e r y l i t t l e c o s t i n f o r m a t i o n a v a i l a b l e and 

saw t h e i r work a s o r g a n i s i n g t h e m o v i n g o f c e r t a i n p h y s i c a l 

t o n n a g e s , making up l o a d s and k e e p i n g c u s t o m e r s s a t i s f i e d " . 

When o p e r a t o r s w e r e a s k e d a b o u t t h e i r o u t w a r d c o s t s . Cook 

s a y s " p e r h a p s t h e most s i g n i f i c a n t f a c t . . . . was t h e l a c k of 

p r e c i s i o n i n t h e a n s w e r s - I t was c l e a r t h a t t r a n s p o r t 

m a n a g e r s w e r e n o t v e r y much a w a r e o f t h e i m p o r t a n c e o f 

t r a n s p o r t i n t h e c o s t s o f t h e v a r i o u s p r o d u c t s t h e y w e r e 

moving. Where t h e y had an i d e a o f t r a n s p o r t c o s t , i t was 

t h e g e n e r a l a v e r a g e w h i c h masked w i d e v a r i a t i o n s " . 

A s i m i l a r s t u d y by S h a r p ( 1 9 6 7 ) o f t h e West M i d l a n d s f o u n d 

t h a t 49/1 of t h e o p e r a t o r s s u r v e y e d o n l y h ad a g e n e r a l i d e a 

o f t h e c o s t o f t h e i r o p e r a t i o n s , w h i l e 19>C had no i d e a a t 

a l l . The P r i c e C o m m i s s i o n ( 1 9 7 7 ) f o u n d t h a t "among s m a l l 

o p e r a t o r s k n o w l e d g e and g r a s p o f c o s t s was o f t e n f o u n d t o 

be r u d i m e n t a r y , r a n g i n g down t o a l m o s t s u b j e c t i v e 

r u l e - o f - t h u m b j u d g e m e n t s d e r i v e d f r o m e x p e r i e n c e " . 

However, t h e y f o u n d t h a t t h e s i t u a t i o n was d i f f e r e n t f o r 

l a r g e r o p e r a t o r s "who t o o k g r e a t e r c a r e t o a n a l y s e t h e i r 

c o s t s and t o make s u r e t h e y i n c l u d e d a l l e c o n o m i c c o s t s , 

i n c l u d i n g c a p i t a l c o s t s " . 

I n t h e USA, W y c k o f f and M a i s t e r ( 1 9 7 5 ) q u o t e a s t u d y by 

Owner O p e r a t o r m a g a z i n e w h i c h f o u n d t h a t " r e l a t i v e l y few 

o p e r a t o r s know t h e i r a c t u a l e x p e n s e s and f r e q u e n t l y 

depended on r u l e s - o f - t h u m b t h a t m i g h t w e l l be s u b j e c t t o 

doubt a s t o t i m e l i n e s s o r a p p r o p r i a t e n e s s t o t h e o p e r a t o r s 

s p e c i f i c o p e r a t i on". 



I n a more r e c e n t s t u d y , P a t t e r s o n and May ( 1 9 8 1 ) -found 

t h a t 7\y. o-f m a n a g e r s o-f - f i r m s i n t h e i r s u r v e y w e r e a b l e t o 

s p e c i f y t h e i r t r a n s p o r t c o s t s a s a p r o p o r t i o n o-f t o t a l 

non c a p i t a l g o o d s . When t h e y d e l v e d - f u r t h e r , h o w e v e r , t h e y 

d i s c o v e r e d t h a t " t h e r e was a g e n e r a l i n a b i l i t y o-f 

management t o c o s t t h e i r t r a n s p o r t p r o b l e m s " . 

Westwood <19S5) -found t h a t 70 X o-f t h e - f i r m s he s u r v e y e d 

c o u l d n o t p r o d u c e a d e q u a t e d i s t r i b u t i o n s t a t i s t i c s and 

c o s t s , a l t h o u g h t h e y knew t h e i r p r o d u c t i o n c o s t s v e r y 

a c c u r a t e l y . F i n a l l y S e m p l e ( 1 9 8 5 ) s a y s t h a t h a u l i e r s a r e 

t h e i r own w o r s t e n e m i e s b e c a u s e "A l o t o-f s m a l l h a u l i e r s 

c o u n t d i e s e l , t y r e s , and t h e d r i v e r s wages and t h i n k t h a t 

i s t h e t o t a l c o s t " . 

B u t t o n ( 1 9 8 2 ) s t a t e s t h a t h a u l i e r s m i s p e r c e i v e c o s t s i n 

-four ways: 

1. Money o r t i m e c o s t may be s o s m a l l t h a t i t i s n o t 

w o r t h t a k i n g i n t o a c c o u n t . 

2- C e r t a i n v a r i a b l e c o s t s may be r e g a r d e d a s - f i x e d 

c o s t s -

3. U s e r s may be u n a w a r e o-f t h e c o n n e c t i o n b e t w e e n a 

p a r t i c u l a r a c t i o n and t h e c o s t s t o w h i c h i t g i v e s r i s e . 

4. H a b i t c a n make r e g u l a r t r i p — m a k e r s u n a w a r e o-f 

c h a n g i n g c o s t c o n d i t i o n s o v e r t i m e e v e n i-f t h e y w e r e 

- f u l l y c o g n i z a n t o-f t h e - f u l l r e s o u r c e c o s t o-f t h e i r 

a c t i o n s a t some e a r l i e r p o i n t i n t i m e . 
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A c h i e v e m e n t a-f b u d g e t s o r t a r g e t s was f o u n d by s e v e r a l 

a u t h o r s t o be more i m p o r t a n t t h a n a b s o l u t e c o s t 

m i n i m i s a t i o n (Cook ( 1 9 6 7 ) , R a t c l i - f - f e ( 1 9 8 2 ) , S t e w a r t - D a v i s 

( 1 9 B 0 ) , P r i c e C o m m i s s i o n ( 1 9 7 7 ) . 

T h u s , n o t o n l y do o p e r a t o r s h a v e l i t t l e k n o w l e d g e of t h e i r 

c o s t s , b u t a l s o t h e s i t u a t i o n d o e s n o t a p p e a r t o be 

c h a n g i n g g r e a t l y o v e r t i m e . 

O p e r a t o r s o f t e n s t a t e t h a t s e r v i c e t o c u s t o m e r s i s t h e i r 

p r i n c i p a l o b j e c t i v e r a t h e r t h a n m i n i m i s a t i o n o f c o s t s . 

Cook ( 1 9 6 7 ) f o u n d t h a t amongst t h e o p e r a t o r s i n h i s s u r v e y 

" t h e r e was a t e n d e n c y t o t a l k a b o u t t r a n s p o r t p r i m a r i l y i n 

t e r m s of s e r v i c e t o t h e c u s t o m e r and o n l y s e c o n d l y , i f a t 

a l l , i n t e r m s o f c o s t " . S i m i l a r l y t h e F a s t e r C o m m i s i o n 

( 1 9 7 8 ) f o u n d t h a t " t o own a c c o u n t o p e r a t o r s , s o m e t i m e s 

q u a l i t y c o n s i d e r a t i o n s w i l l be s o i m p o r t a n t t h a t t h e own 

a c c o u n t o p e r a t o r w i l l t o l e r a t e r e l a t i v e l y l o w p r o d u c t i v i t y 

i n h i s t r a n s p o r t f l e e t i n o r d e r t o k e e p t h e o p e r a t i o n u n d e r 

c l o s e c o n t r o l " . Westwood ( 1 9 8 5 ) a l s o s t a t e d " I ' v e l o o k e d 

i n t o why c o m p a n i e s c h o o s e t o r u n t h e i r own t r a n s p o r t and 

f i n a n c i a l r e a s o n s a r e n o t t h e most i m p o r t a n t - I n s t e a d , 

most t h i n k t h e y g e t a b e t t e r s e r v i c e f r o m t h e i r own 

t r a n s p o r t " . 

G i v e n t h a t s e r v i c e i s t h e d o m i n a n t r e a s o n f o r modal c h o i c e 

( s e e f o r e x a m p l e P i k e 1982, P r i c e C o m m i s s i o n 19 7 7 , B a y l i s s 

1 9 7 3 ) , p r o v i s i o n of a good s e r v i c e i s a n e c e s s i t y and c o u l d 



be v i e w e d a s an e-f-fort t o w a r d s p r o - f i t m a x i m i s a t i o n . 

However, p r o f i t m a x i m i s a t i o n i m p l i e s t h a t any s e r v i c e t h a t 

i s p r o v i d e d s h o u l d be per-formed a t minimum c o s t and w e i g h e d 

up a g a i n s t t h e m a r g i n a l r e v e n u e -from p r o v i d i n g t h a t 

s e r v i c e . I t i s c l e a r -from t h e a b o v e t h a t t h i s i s n o t t h e 

c a s e . H i l l ( 1 9 8 2 ) i n a c a s e s t u d y o-f a l a r g e n a t i o n a l -food 

d i s t r i b u t i o n company -found t h a t " p r o - f i t s w e r e b e i n g made 

f r o m o n l y 3 1 % o-f i t s c u s t o m e r s , t h e o t h e r 697. w e r e b e i n g 

s u p p l i e d a t a l o s s " . The r e a s o n -for t h i s . H i l l -found, was 

t h a t c o s t s w e r e o n l y b e i n g l o o k e d a t i n t o t a l and n o t on a 

p e r c u s t o m e r b a s i s . Mhen t h e l a t t e r was d o n e, h e 

d i s c o v e r e d t h a t some c u s t o m e r s w e r e d e m a n d i n g t o o good a 

d i s t r i b u t i o n s e r v i c e - H i l l c a l c u l a t e d t h a t by c o n s i d e r i n g 

c u s t o m e r p r o - f i t a b i 1 i t y i n t h i s way, B r i t i s h c o m p a n i e s c o u l d 

s a v e £2000m o r more-

A s i m i l a r s t u d y by Cox ( 1 9 8 1 ) a-f a company w i t h a d e p o t i n 

L e e d s s e r v i c i n g 2 7 9 0 a c c o u n t s w i t h 29 v e h i c l e s -found t h a t 

i n 28X o-f t h e a c c o u n t s , t h e d i r e c t c o s t s e x c e e d e d t h e g r o s s 

m a r g i n on t h e b u s i n e s s t r a n s a c t e d , 38Z w e r e c o n t r i b u t i n g t o 

• f i x e d c o s t s and p r o - f i t b u t n o t a d e q u a t e l y s o , w h i l e 3471 

w e r e pro-f i t a b l e i n e v e r y c a s e . A g a i n , t h e r e a s o n g i v e n -for 

t h i s p o o r r e c o r d was t h e s e r v i c e demands o-f c u s t o m e r s -

N e o c l a s s i c a l t h e o r y s u g g e s t s t h a t t h r o u g h t h e p r i n c i p a l o-f 

m a r g i n a l s u b s t i t u t i o n , -firms a l w a y s u s e t h e most up t o d a t e 

and e - f - f i c i e n t method o-f o p e r a t i n g . I t i s c l e a r , h o w e v e r , 

t h a t p r o - f i t m a x i m i s a t i o n i s h i n d e r e d t o a c o n s i d e r a b l e 



e x t e n t by h a b i t . Hoppe <1981) -for i n s t a n c e , s t a t e s t h a t 

" h i g h c o s t s may r e s u l t -fram bad r o u t e l o c a t i o n d e c i s i o n s o-f 

50 y e a r s ago". 

The same c a n be s a i d o-f t h e u s e o-f new t e c h n o l o g y o r 

t e c h n i q u e s - S i n c e t h e 1968 T r a n s p o r t A c t , own a c c o u n t 

<0/A) o p e r a t o r s h a v e b e e n l e g a l l y a b l e t o c a r r y goods -for 

o t h e r s . Y e t C o o p e r and D o g a n i s ( 1 9 7 8 ) i n t h e i r s t u d y o-f 

t h e a d v a n t a g e s t a k e n o-f t h i s c h a n g e -found t h a t " o n l y I I X o-f 

•firms i n v o l v e d i n m a n u - f a c t u r i n g e v e n c o n s i d e r e d t h e i d e a o-f 

c a r r y i n g -for o t h e r s " . The p r o p o r t i o n o-f t o t a l t o n n a g e 

c a r r i e d by 0/A o p e r a t o r s was o n l y 2.7X. W h i l e i t i s 

r e c o g n i s e d t h a t many -firms a r e u n a b l e t o a c c e p t b a c k l o a d s 

b e c a u s e , -for i n s t a n c e , o-f t h e s p e c i a l i s e d n a t u r e o-f t h e i r 

v e h i c l e s , 1,1'/, i s e x t r e m e l y l o w and p r o b a b l y r e - f l e c t s t h e 

l a c k o-f d e t e r m i n a t i o n t o m a x i m i s e p r o - f i t s . 

I n a n o t h e r s t u d y by C o o p e r and D o g a n i s <19B2) o-f t h e 

p o t e n t i a l u s e o-f d e m o u n t a b l e s i n d i s t r i b u t i o n , t h e y s t a t e 

t h a t one o-f t h e r e a s o n s why d e m o u n t a b l e s w e r e n o t u s e d t o 

any g r e a t e x t e n t was t h e " c o n s e r v a t i v e a t t i t u d e s " o-f 

o p e r a t o r s m i x e d w i t h i n s t i t u t i o n a l p r o b l e m s . S i m i l a r 

r e a s o n i n g c o u l d be a p p l i e d t o o p e r a t o r s ' s p e e d y a c c e p t a n c e 

o-f t h e 38 t o n n e v e h i c l e . I n t h e p a s t , h e a v i e r l o r r i e s h a v e 

b e e n a c c o m p a n i e d by c o n s i d e r a b l e e c o n o m i e s o-f s c a l e . I t 

was n a t u r a l l y a ssumed t h a t t h i s w o u l d be t h e c a s e w i t h t h e 

38 t o n n e r . The p r o s p e c t i v e a d v a n t a g e s w e r e t h e r e - f o r e 

a c c e p t e d w i t h o u t a g r e a t d e a l o-f c r i t i c a l a n a l y s i s -



N e o c l a s s i c a l e c o n o m i c s a l s o s u g g e s t s t h a t a l l p o s s i b l e 

a l t e r n a t i v e c o u r s e s o-f a c t i o n a n d t h e i r a s s o c i a t e d o u t c o m e s 

a r e known. Y e t p a r t o-f t h e r e a s o n why t h e p r i n c i p a l o-f 

m a r g i n a l s u b s t i t u t i o n i s n o t p u t i n t o p r a c t i c e i s t h e l a c k 

o-f in-f o r m a t i o n , o r a t l e a s t , t h e i m p o s s i b i l i t y o-f 

a s s i m i l a t i n g t h e in-f o r m a t i o n . C o n s i d e r t h e r e l a t i v e l y 

s i m p l e m a t t e r o-f v e h i c l e r e p l a c e m e n t . C o n s u l t a n t s ( e . g . 

W i l c o x 1985) a d v o c a t e t h e u s e o-f a 'whole l i f e ' r e p l a c e m e n t 

p o l i c y - w h i c h b a s i c a l l y e n t a i l s t a k i n g i n t o c o n s i d e r a t i o n 

t h e l i k e l y m a i n t e n a n c e and p e r f o r m a n c e o-f t h e v e h i c l e a s 

w e l l a s t h e p u r c h a s e p r i c e when p u r c h a s i n g a v e h i c l e . B u t 

a s B r o c k ( 1 9 8 5 ) s a y s " B u t i s t h e o p e r a t o r f u l l y a b l e t o 

a s s e s s j u s t w h a t h i s w h o l e l i f e c o s t s w i l l b e ? F o r 

some of t h e f a c t s h e w i l l h a v e t o r e l y on h i s own 

p r o f e s s i o n a l i s m , u s i n g h i s own j u d g e m e n t o f t h e d r i v e r s h e 

e m p l o y s and t h e v e h i c l e s he b u y s " . A c c u r a t e k n o w l e d g e of 

t h e s e f a c t s i s i m p o s s i b l e . 

L a c k of i n f o r m a t i o n i s n o t t h e o n l y r e a s o n f o r 

i n e f f i c i e n c i e s i n v e h i c l e r e p l a c e m e n t . I t was f o u n d i n a 

r e c e n t s t u d y (Motor T r a n s p o r t 1986) t h a t o n l y 40X of 

o p e r a t o r s h a v e a s p e c i f i c v e h i c l e r e p l a c e m e n t p o l i c y - The 

r e m a i n d e r u s e i n t u i t i o n . T h e s e two r e a s o n s go some way t o 

e x p l a i n why S u s s a m s ( 1 9 9 3 ) e s t i m a t e d t h a t i n 1982 up t o 

£10Om c o u l d be s a v e d by s c r a p p i n g g o o d s v e h i c l e s w h i c h 

s h o u l d , t h e o r e t i c a l l y , no l o n g e r be on t h e r o a d and 

r e p l a c i n g them w i t h new more c o s t e f f e c t i v e v e h i c l e s . 
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S i n c e f i r m s do n o t know t h e i r m a r g i n a l c o s t s i t i s 

i m p o s s i b l e f o r them t o e n g a g e i n m a r g i n a l c o s t p r i c i n g . I n 

f a c t , many methods o f p r i c i n g a r e u s e d . The FTA ( 1 9 8 3 ) , 

f o r i n s t a n c e , s t a t e t h a t a l l t o o o f t e n " t h e method o f r a t e 

s e t t i n g c o n s i s t s m e r e l y o f f i n d i n g o u t w h a t i s c u r r e n t l y 

b e i n g p a i d and u n d e r c u t t i n g i t " . W a l t e r s ( 1 9 6 8 ) s u g g e s t e d 

t h a t one of t h e r e a s o n s f o r t h e w i d e v a r i a t i o n s i n r a t e s , 

was t h a t h a u l i e r s h a d l i t t l e k n o w l e d g e o f how t o c a l c u l a t e 

them. The j o i n t P r i c e C o m m i s s i o n / F o s t e r C o m m i s s i o n s u r v e y 

f o u n d t h a t t h e b a s i s on w h i c h h a u l a g e c h a r g e s w e r e s e t 

d e p e n d e d t o some d e g r e e on t h e s i z e o-f t h e f l e e t . T h e i r 

f i n d i n g s a r e shown i n t a b l e 3 . i 

T A B L E 3./ 

B A S I S ON WHICH PROFESSIONAL H A U L I E R S ' P R I C E S ARE S E T 

BY S I Z E OF F L E E T -

P e r c e n t a g e s 

F l e e t s i z e 2 — 5 6 - 20 21 - 100 101 + 

Own c o s t 58. 0 70. 6 7 6 . 0 69.0 

C o m p e t i t o r s c h a r g e s 24. 0 12. 5 10. 0 15.0 

L e v e l of demand 8. 5 8. 7 7- 8 8.0 

S e r v i c e r e q u i rements i 9. 5 8. 2 6. 2 8.0 

S o u r c e : J o i n t P r i c e C o m m i s s i o n / F a s t e r C o m m i s s i o n 1977 

The same s u r v e y f u r t h e r f o u n d t h a t m e t h ods o f p r i c i n g 

b a s e d on own r a t e s i n c l u d e d ; c o s t o r c o s t p l u s , p e r i o d i c 

n e g o t i a t e d r a t e s , p u b l i s h e d s c a l e s and c o n t r a c t s e i < c l u s i v e 

t o a s p e c i f i c c u s t o m e r . 
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B e l l ( 1 9 9 4 ) -found t h a t " t r a n s p o r t o p e r a t o r s s o m e t i m e s 

make d e c i s i o n s t h a t s u r p r i s e a nd c o n c e r n u s " and he c i t e s 

t h e f o l l o w i n g e m p i r i c a l o b s e r v a t i o n s w h i c h a r e c l e a r l y 

i n c o m p a t i b l e w i t h n e o c l a s s i c a l e c o n o m i c s : 

1. Some p e o p l e buy a v e h i c l e a nd s e t up b u s i n e s s on t h e most 

v a g u e p r o m i s e o-f work-

2- Some o p e r a t o r s h a v e l i t t l e i d e a o-f w h i c h o-f t h e i r 

v e h i c l e s o r s e r v i c e s a r e m a k i n g money and w h i c h a r e n o t -

3« Some b u s i n e s s e s c o n s i s t e n t l y u n d e r p r i c e t h e i r o p e r a t i o n s 

and s o o n f i n d t h a t t h e y c a n n o t c o v e r t h e i r o v e r h e a d s . 

4- Many v e h i c l e s o r i t e m s of m a c h i n e r y a r e p u r c h a s e d w i t h o u t 

much t h o u g h t t o t h e i r r e a l c o s t and t h e b e n e f i t s t h e y w i l l 

b r i ng-

T h u s , d e s p i t e t h e d e p e n d e n c e o f t h e t r a n s p o r t l i t e r a t u r e 

on n e o c l a s s i c a l e c o n o m i c t h e o r y , i t i s q u i t e c l e a r f r o m t h e 

e m p i r i c a l e v i d e n c e t h a t f i r m s i n t h e r o a d f r e i g h t t r a n s p o r t 

i n d u s t r y do n o t b e h a v e a c c o r d i n g t o n e o c l a s s i c a l t h e o r y , 

n o r a r e t h e o u t c o m e s t h o s e s u g g e s t e d by s u c h t h e o r y . 

3.5.The N e o c l a s s i c a l D e f e n c e and A r g u m e n t s ftqainst I t -

The e m p i r i c a l o b s e r v a t i o n s r e f e r r e d t o a b o v e w o u l d n o t be 

a c c e p t e d by some n e o c l a s s i c i s t s a s a r e f u t a t i o n of t h e 

v a l i d i t y o f t h e t h e o r y - L i p s e y ( 1 9 7 B ) , f o r i n s t a n c e , s a y s 

t h a t t h e c r i t i c i s m t h a t b u s i n e s s m e n do n o t e q u a t e MC and MR 

i s c r u d e " b e c a u s e t h e c o n s t r u c t s of t h e t h e o r y o f t h e f i r m 
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a r e p u r e l y l o g i c a l t o o l s and a r e n o t meant t o be a 

d e s c r i p t i o n o-f how b u s i n e s s m e n r e a c h d e c i s i o n s " . He 

c o n t i n u e s " t h e o b s e r v a t i o n t h a t b u s i n e s s m e n do n o t 

c a l c u l a t e down t o s i n g l e u n i t s i s n o t o-f i t s e l - f r e l e v a n t a s 

a t e s t o-f t h e t h e o r y . I f h e i s m a x i m i s i n g h i s p r o f i t s h e 

w i l l be o b s e r v e d t o r e s p o n d i n t h i s way e v e n t h o u g h h e 

c a l c u l a t e s i n a much c r u d e r f a s h i o n t h a n d o e s t h e 

m a t h e m a t i c i a n " . T h u s , he b e l i e v e s t h a t t h e t h e o r y i s b e i n g 

u s e d i n t h e wrong manner, 

l i a c h l u p ( 1 9 6 7 ) , p r o b a b l y t h e s t a u n c h e s t s u p p o r t e r of 

m a r g i n a l i s m , s a y s e s s e n t i a l l y t h e same t h i n g . I t i s w o r t h 

q u o t i n g him a t l e n g t h s i n c e h i s v i e w s s o a p t l y s u m m a r i s e 

t h e n e o c l a s s i c a l d e f e n c e . He s t a t e s : " t o c o n f u s e t h e 

f i r m a s t h e o r e t i c a l c o n s t r u c t w i t h t h e f i r m a s an e m p i r i c a l 

c o n c e p t , t h a t i s t o c o n f u s e a h e u r i s t i c f i c t i o n w i t h a r e a l 

o r g a n i s a t i o n l i k e G e n e r a l M o t o r s o r A t l a n t i c and P a c i f i c i s 

t o commit t h e f a l l a c y of m i s p l a c e d c o n c r e t e n e s s - T h i s 

f a l l a c y c o n s i s t s i n u s i n g t h e o r e t i c a l s y m b o l s a s t h o u g h 

t h e y had a d i r e c t o b s e r v a b l e c o n c r e t e m e aning a s f a r 

a s t h e p r o b l e m s of c o m p e t i t i v e p r i c e t h e o r y , any l i k e n e s s 

b e t w e e n t h e t h e o r e t i c a l c o n c e p t o f t h e f i r m and t h e 

e m p i r i c a l f i r m i s p u r e l y c o i n c i d e n t a l " 

" t h e q u e s t i o n i s n o t w h e t h e r t h e f i r m s o f t h e r e a l 

w o r l d w i l l r e a l l y m a x i m i s e money p r o f i t s o r w h e t h e r t h e y 

e v e n s t r i v e t o m a x i m i s e t h e i r money p r o f i t s , b u t r a t h e r 

w h e t h e r t h e a s s u m p t i o n t h a t t h i s i s t h e o b j e c t i v e of t h e 

t h e o r e t i c a l f i r m s i n t h e a r t i f i c i a l w o r l d of o u r 
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c o n s t r u c t i o n w i l l l e a d t o c o n c l u s i o n s - i n f e r r e d o u t c o m e s — 

v e r y d i f f e r e n t f r o m t h o s e d e r i v e d f r o m a d m i t t e d l y more 

r e a l i s t i c a s s u m p t i o n s " . 

Machlup b e l i e v e s t h a t t h e t h e o r y i s c o n c e r n e d w i t h t h e 

d e r i v e d p r e d i c t i o n s r a t h e r t h a n t h e p r o c e s s e s by w h i c h t h e 

o u t c o m e s a r e r e a c h e d . He r e c o g n i s e s t h a t f i r m s do n o t h a v e 

a l l t h e i n f o r m a t i o n r e q u i r e d t o make r a t i o n a l d e c i s i o n s b u t 

s a y s " m a r g i n a l a n a l y s i s o f t h e f i r m s h o u l d n o t b e 

u n d e r s t o o d t o i m p l y a n y t h i n g b u t s u b j e c t i v e e s t i m a t e s , 

g u e s s e s and h u n c h e s " . T h u s he i s a d v o c a t i n g s u b j e c t i v e 

m a x i m i s a t i o n . T h i s i s s u p p o r t e d by F r i e d m a n ( 1 9 5 3 ) who 

s a y s t h a t " i n d i v i d u a l f i r m s b e h a v e a s i f t h e y w e r e s e e k i n g 

r a t i o n a l l y t o m a x i m i s e t h e i r e x p e c t e d r e t u r n s and had f u l l 

k n o w l e d g e of t h e d a t a n e e d e d t o s u c c e e d i n t h e a t t e m p t " . 

T h u s , t h e n e o c l a s s i c a l d e f e n d e r s a c c e p t t h a t t h e 

a s s u m p t i o n s of n e o c l a s s i c a l e c o n o m i c s a r e e x t r e m e b u t 

p o s i t t h a t b e h a v i o u r a p p r o a c h e s m a x i m i s a t i o n d e s p i t e t h i s . 

E v e n t h e c e n t r a l p r o p o s i t i o n of n e o c l a s s i c a l t h e o r y i . e . 

p r o f i t m a x i m i s a t i o n , h a s b e e n s u b j e c t e d t o t h i s t y p e of 

t h e o r e t i c a l m a n i p u l a t i o n . S t i g l e r ( 1 9 5 2 ) s t a t e s t h a t "no 

e c o n o m i s t w o u l d deny t h a t a l l e n t r e p r e n e u r s a r e s u b j e c t t o 

o t h e r d e s i r e s t h a t may c o n f l i c t w i t h p r o f i t m a x i m i s a t i o n , 

n o r e v e n t h a t some of t h e s e o t h e r f o r c e s may be w i d e s p r e a d 

and i m p o r t a n t - R a t h e r t h e p o s i t i o n i s t h a t p r o f i t 

m a x i m i s a t i o n i s t h e s t r o n g e s t , t h e most u n i v e r s a l and t h e 

most p e r s i s t e n t of t h e f o r c e s g o v e r n i n g e n t r e p r e n e u r i a l 

b e h a v i o u r " . 
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T h u s t h e two m a j o r a r g u m e n t s i n d e f e n c e o f m a r g i n a l i s m a r e 

t h a t t h e t h e o r y h a s b e e n w r o n g l y u s e d and t h a t f i r m s 

s u b j e c t i v e l y m a x i m i s e p r o f i t s e v e n i f t h e y c a n n o t 

o b j e c t i v e l y m a x i m i s e them. 

C o n s i d e r i n g t h e f i r s t p o i n t , t h e p r e d i c t i o n o f p r i c e s and 

o u t p u t p o s e s t r e m e n d o u s p r o b l e m s , g i v e n t h e e c o n o m i c 

c o n c e p t s i n v o l v e d i n t h e t h e o r y . P r e d i c t i o n o f p r i c e and 

o u t p u t r e q u i r e a k n o w l e d g e o f b o t h s u p p l y and demand 

c o n d i t i o n s f a c i n g t h e f i r m . E s t i m a t i o n of t h e f i r m ' s c o s t 

c u r v e s a r e d i f f i c u l t enough. As Hay and M o r r i s ( 1 9 8 1 ) s t a t e 

" t h e f i r s t ( p r o b l e m ) i s t h a t t h e c o n c e p t o f 'normal c o s t s ' 

i n c o r p o r a t e d i n t h e l o n g e r r u n a v e r a g e c o s t c u r v e c a n n o t be 

d e d u c e d d i r e c t l y f r o m t h e a c t u a l c o s t d a t a o f f i r m s . T h e 

d i f f i c u l t i e s c o n c e r n t h e i m p u t a t i o n s o f r e n t s t o 

s p e c i a l i s e d , more e f f i c i e n t f a c t o r s , and t h e p r o b l e m of 

d i s t i n g u i s h i n g n o r m a l p r o f i t f r o m o t h e r s u r p l u s e s " . Nor i s 

t h e p r o b l e m c o n f i n e d t o s p e c i a l i s e d more e f f i c i e n t f a c t o r s . 

The p r i c e p a i d f o r a n y r e s o u r c e s w i l l r a r e l y be e q u a l t o 

t h e o p p o r t u n i t y c o s t of t h o s e r e s o u r c e s . T h i s i s 

e s p e c i a l l y s o when r e s o u r c e s w e r e p u r c h a s e d i n t h e p a s t and 

t h e p r i c e no l o n g e r g i v e s a n y i n d i c a t i o n o f t h e i r p r e s e n t 

v a l u e . F u r t h e r m o r e , a s J o h n s o n ( 1 9 6 0 ) s a y s , a f i r m may 

make u s e of s p e c i f i c f a c t o r s t o w h i c h no i m p u t e d v a l u e c a n 

be a t t a c h e d ; an e x a m p l e o f t h i s b e i n g good i n d u s t r i a l 

r e l a t i o n s . T h u s t h e p r o b l e m o f i m p u t a t i o n makes p r e d i c t i o n 

v e r y d i f f i c u l t -
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I m p u t a t i o n o f c o s t s i s a s t a t i c p r o b l e m . When d y n a m i c s a r e 

i n v o l v e d , e v e n a t t h e l e v e l o f "what w i l l h a p p e n i f demand 

f o r t h e p r o d u c t c h a n g e s " , t h e p r o b l e m s a r e g r e a t l y 

m a g n i f i e d . The e c o n o m i s t must t h e n know t h e c o s t 

c o n d i t i o n s f a c i n g t h e f i r m . T h e s e i n t u r n d e p e n d on s o 

many f a c t o r s , t h a t e s t i m a t i o n of p r i c e and o u t p u t becomes 

i m p o s s i b l e . 

A d d i t i o n a l l y , i t i s a l w a y s s u p p o s e d t h a t t h e s t r u c t u r e of 

t h e i n d u s t r y i s known i - e - t h a t t h e e c o n o m i s t knows w h e t h e r 

t h e f i r m i s i n , s a y , a p e r f e c t l y c o m p e t i t i v e o r 

m o n o p o l i s t i c a l 1 y c o m p e t i t i v e m a r k e t . I n r e a l i t y , m a r k e t s 

a r e n o t s o w e l l d e f i n e d ; any one i n d u s t r y d i s p l a y s 

a t t r i b u t e s t a k e n f r o m s e v e r a l m a r k e t s t r u c t u r e s -

When demand i s i n t r o d u c e d , t h e p r e d i c t i o n s i t u a t i o n becomes 

h o p e l e s s - The demand c u r v e f a c i n g t h e p e r f e c t l y c o m p e t i t i v e 

f i r m i s known, i n t h a t t h e f i r m i s a p r i c e t a k e r . I n a 

m o n o p o l i s t i c a l l y c o m p e t i t i v e m a r k e t , o r a n y o t h e r m a r k e t f o r m , 

t h i s i s n o t t h e c a s e - W i t h o u t a k n o w l e d g e o f t h e demand 

c u r v e , p r e d i c t i o n s o f p r i c e and o u t p u t c a n n o t be made. Y e t , 

a s R o b i n s o n ( 1 9 6 3 ) s a y s " i n r e a l i t y , e v i d e n t l y , an 

i n d i v i d u a l demand c u r v e ( f o r a p a r t i c u l a r p r o d u c t p r o d u c e d 

by a p a r t i c u l a r f i r m ) i s a mere smudge t o w h i c h i t i s v a i n 

t o a t t r i b u t e e l e g a n t g e o m e t r i c a l p r o p e r t i e s " -



The n o t i o n t h a t p r i c e s and o u t p u t c a n be p r e d i c t e d , 

t h e r e f o r e , i s e x r e m e l y d e b a t a b l e . As Baumol and S t e w a r t 

( 1 9 7 1 ) s a y " m a x i m i s i n g m o d e l s a r e r a r e l y i n a p o s i t i o n t o 

p r o v i d e q u a n t i t a t i v e p r e d i c t i o n s a b o u t t h e b e h a v i o u r of 

i n d i v i d u a l f i r m s " . P r e d i c t i o n o f t h e d i r e c t i o n o f c h a n g e 

f a l l o w i n g c h a n g e s i n t h e demand and s u p p l y c o n d i t i o n s i s 

t h e b e s t t h a t c a n be hoped f o r . 

The n e o c l a s s i c a l t h e o r y i s s o i n t e r n a l l y c o n s i s t e n t , 

h o w e v e r , t h a t t h e p r e d i c t i o n s c a n r a r e l y be r e f u t e d . I f 

t h e outcome i s n o t t h a t e x p e c t e d by t h e t h e o r y t h e n i t may 

be t h a t t h e f i r m i s i n d i s e q u i l i b r i u m , m a k i n g t h e 

p r e d i c t i o n i n a p p l i c a b l e , o r t h a t c o s t s h a v e b e e n b a d l y o r 

i n c o r r e c t l y m e a s u r e d . 

R o b i n s o n ' s a n a l y s i s of t h e f i r m i s s e e n a s an i n t e g r a l 

p a r t o f n e o c l a s s i c a l t h e o r y , y e t s h e h e r s e l f l a t e r ( 1 9 6 3 ) 

s t a t e s t h a t h e r book was w r i t t e n " t o a n a l y s e t h e s l o g a n s o f 

t h e 3 0 s ' and t h a t " t h e a s s u m p t i o n s w h i c h w e r e a d e q u a t e f o r 

d e a l i n g w i t h s u c h q u e s t i o n s a r e by no means a s u i t a b l e 

b a s i s f o r an a n a l y s i s of t h e p r o b l e m s of p r i c e s , p r o d u c t i o n 

and d i s t r i b u t i o n w h i c h p r e s e n t t h e m s e l v e s i n r e a l i t y " . 

The n e o c l a s s i c a l t h e o r y o f t h e f i r m i s n o t , t h e r e f o r e , 

c a p a b l e of a c c u r a t e p r e d i c t i o n s -

I f t h e s e c o n d n e o c l a s s i c a l d e f e n c e i s a c c e p t e d ( i . e . t h a t 

f i r m s s u b j e c t i v e l y m a x i m i s e ) , t h e n t h e w h o l e t h e o r y becomes 
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a t a u t o l o g y . An a p p a r e n t l y r i d i c u l o u s s t a g e i s t h e n 

r e a c h e d w h e r e b y any a c t i o n t h a t a f i r m t a k e s i s deemed t o 

be m a x i m i s i n g . A s k e d what t h e minimum c o s t i s a n d what 

f i r m a c h i e v e s i t , t h e r e s p o n s e g i v e n by F r i e d m a n i s " s u r e l y 

t h e o b v i o u s a n s w e r i s ; t h e f i r m s of e x i s t i n g s i z e " , i . e . 

any f i r m i n e x i s t e n c e must be m i n i m i s i n g c o s t s . T h i s i s 

s i n g u l a r l y u n h e l p f u l . 

To d e m o n s t r a t e t h e n a t u r e o f t h e t h e o r y , c o n s i d e r a 

c o n c r e t e e x a m p l e . The i n t r o d u c t i o n o f t h e 38 t o n n e v e h i c l e 

was h e r a l d e d a s a g r e a t s t e p f o r w a r d by o p e r a t o r s b e c a u s e 

of t h e p u r p o r t e d c o s t a d v a n t a g e s . To b e g i n w i t h , u s e o f 

t h e h e a v i e r v e h i c l e s was v e r y p r o f i t a b l e b e c a u s e o n l y a few 

o p e r a t o r s had them. S i x months l a t e r , c u s t o m e r s s t a r t e d 

s a y i n g "what a b o u t a s h a r e o f t h e s a v i n g s ? " ( R u s s e t t 1 9 8 4 ) . 

R a t e s f e l l . O p e r a t o r s a r e now s a y i n g " u n f o r t u n a t e l y t h e 

w e i g h t i n c r e a s e h a s e n d e d up d e p r e s s i n g r a t e s now t h a t 

e v e r y o n e i s w o r k i n g a t t h e new m a x i m u m " . ( C o m m e r c i a l Motor 

1985) 

T h i s s c e n a r i o s e ems t o c o r r e s p o n d t o t h e n e o c l a s s i c a l 

p r e d i c t i o n . However, many o p e r a t o r s c o m p l a i n t h a t r a t e s 

a r e t o o low. J a n u s , f e a t u r e s w r i t e r i n CM, s a y s t h a t 

" O p e r a t o r s w e r e a l w a y s c o m p l a i n i n g ""•How c a n I make a 

p r o f i t ? My c u s t o m e r s won't pay a n y t h i n g l i k e what i t c o s t s 

me t o o p e r a t e " " . And a s he r e s o r t s t o i n c r e a s i n g l y 

d e s p e r a t e r a t e c u t t i n g t o s t a v e o f f t h e e v i l d a y , he c a u s e s 

p r o b l e m s f o r o t h e r h a u l i e r s " . The p r o b l e m i H- t h a t t h e r e i~ 

no way of d e t e r m i n i n g t h e c o r r e c t p r i c e ( i . e . t h e p r i c e 
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p r e d i c t e d bv' n e o c l a s s i c a l e c o n o m i c s ) . T h u s a l t h o u g h t h e 

t h e o r y s u p e r f i c i a l l y p r e d i c t s t h e c o r r e c t outcome, i t c o u l d 

w e l l be t h a t f i r m s a r e s e t t l i n g f o r a r a t e t h a t i s f a r 

below t h e i r m a r g i n a l c o s t s - T h i s w o u l d e x p l a i n t h e v e r y 

h i g h b a n k r u p t c y r a t e amongst h a u l i e r s , w h i c h , a t 11"/. of a l l 

b a n k r u p t c i e s , i s s e c o n d o n l y t o c o n s t r u c t i o n c o m p a n i e s - (MT 

1986) 

R e f e r r i n g b a c k t o t h e e m p i r i c a l e v i d e n c e on f r e i g h t 

t r a n s p o r t o p e r a t i o n s ( s e c t i o n 3 - 4 ) , t h e i n a p p l i c a b i l i t y of 

n e o c l a s s i c a l e c o n o m i c s t o t h i s a r e a i s s t i l l v e r y much 

a p p a r e n t . The u s e of b u d g e t s c o u l d p o s s i b l y be c o n s t r u e d 

t o be c o m m e n s u r a t e w i t h p r o f i t m a x i m i s a t i o n . However i t 

t a k e s a g r e a t d e a l of i m a g i n a t i o n t o t i e i n w i t h t h i s 

o b j e c t i v e , t h e f a c t t h a t many f i r m s h a v e no i d e a of t h e i r 

c o s t s and u s e p u b l i s h e d c o s t t a b l e s t o c a l c u l a t e r a t e s , 

amongst o t h e r t h i n g s . As Hay and M o r r i s ( 1 9 8 1 ) s a y " I f t h e 

p r o f i t m a x i m i s i n g a s s u m p t i o n a b s t r a c t s f r o m o t h e r m o t i v e s 

t h a t b u s i n e s s m e n h a v e , t h i s may be q u i t e a c c e p t a b l e . I f 

b u s i n e s s m e n do n o t i n f a c t want o r t r y t o e a r n maximum 

p r o f i t s , t h e n t h e o r i e s b a s e d on p r o f i t m a x i m i s a t i o n may be 

q u e s t i o n n e d i r r e s p e c t i v e of t h e i r p r e d i c t i v ' e power". To do 

no c o s t i n g s and t o u s e p u b l i s h e d c o s t t a b l e s f o r s e t t i n g 

r a t e s s t r o n g l y s u g g e s t s t h a t t h e m a x i m i s a t i o n of p r o f i t s i s 

not a m a j o r g o a l . 

Many a u t h o r s of f r e i g h t t r a n s p o r t l i t e r a t u r e a c kriQw.L edge 

t h a t t h e f a c t s of t h e i n d u s t r y do n o t f i t t h s n e o c l a s s i c a l 

t h e c r v , v e t t h e v a r e f o r c e d t o o r e s e n t them i n a 



n e o c l a s s i c a l -framework b e c a u s e t h e y h a v e c o n s i d e r e d no 

a l t e r n a t i v e t h e o r i e s . L i t e r a t u r e i n t h e 

e c o n o m i c - d e s c r i p t i v e a p p r o a c h c a t e g o r y i s l e f t h i g h and d r y 

w i t h e m p i r i c a l r e s u l t s b e a r i n g no r e l a t i o n t o t h e a u t h o r ' s 

c h o s e n t h e o r y , w h i l s t l i t e r a t u r e i n t h e t e c h n o - e c o n o m i c 

a p p r o a c h i s f o r c e d t o make e r r o n e o u s p r e d i c t i o n s b a s e d 

on t h e same t h e o r y . A g a i n , i t i s a s i f t h e y a r e s e a r c h i n g 

d e s p e r a t e l y f o r an a l t e r n a t i v e t h e o r y t o e x p l a i n t h e 

d e v i a t i o n s f r o m ' t r a d i t i o n a l ' t h e o r y , b u t t h e i r f e e l e r s 

f a l l on empty g r o u n d . A l t e r n a t i v e l y , t h e y a r e l o a t h e t o 

l e a v e t h e s a n c t u a r y of t h e e s t a b l i s h e d t h e o r y . 

T h e r e i s , t h e n , c l e a r l y a n e e d f o r a more a p p l i c a b l e 

t h e o r y . I t i s s u g g e s t e d h e r e t h a t t h e o b s e r v e d d e v i a t i o n s 

f rom n e o c l a s s i c a l t h e o r y a r e p a r t l y s u p p o r t i v e o f t h e 

b e h a v i o u r a l t h e o r y of e c o n o m i c s a s p r o p o u n d e d by t h e 

C a r n e g i e S c h o o l . I t i s t o t h i s t h e o r y t h a t we now t u r n . 



CHAPTER 4 

BEHAVIOURAL THEORY OF THE FIRM 

4.1 I n t r o d u c t i o n 

The p r e c e d i n g c h a p t e r showed how d e s p i t e t h e 

i n a p p l i c a b i l i t y o f n e o c l a s s i c a l e c o n o m i c s t o r o a d f r e i g h t 

t r a n s p o r t c o s t i n g and p r i c i n g , i t was f r e q u e n t l y u s e d by 

a c a d e m i c s and l e g i s l a t o r s b e c a u s e o f a p e r c e i v e d l a c k o f 

a l t e r n a t i v e t h e o r i e s . I t was s u g g e s t e d a t t h e e n d o f t h e 

c h a p t e r t h a t t h e b e h a v i o u r a l t h e o r y o f t h e f i r m may p r o v i d e 

s u c h an a l t e r n a t i v e . T h i s c h a p t e r c o n s i d e r s b e h a v i o u r a l 

t h e o r y i n some d e t a i l . I t s t a r t s w i t h an o v e r v i e w o f t h e 

l i t e r a t u r e on t h e s u b j e c t t o d e m o n s t r a t e what t h e t h e o r y 

i n v o l v e s . To i l l u s t r a t e t h e v a l u e and p o t e n t i a l of t h e 

t h e o r y ' s c o n t r i b u t i o n , i t t h e n g o e s on t o show how i t h a s 

been a p p l i e d t o o t h e r a r e a s o f s t u d y . I t i s s u g g e s t e d 

t h a t t h e t h e o r y c o u l d p r o v i d e a v a l u a b l e e x p l a n a t i o n of t h e 

b e h a v i o u r of r o a d f r e i g h t d e c i s i o n m a k e r s . T he c h a p t e r 

c o n c l u d e s by p r o p o s i n g a t h e o r e t i c a l c o n c e p t u a l model b a s e d 

on t h e t h e o r y . 

4.2 O v e r v i e w of t h e l i t e r a t u r e 
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4.2.1 The Carnegie School Approach 

a) Simon 

A major a t t a c k on t h e p r e v a i l i n g orthadoj<y o-f n e o c l a s s i c a l 
economics was launched i n t h e 1950s and 19605 by t h e 
o r g a n i s a t i o n a l t h e o r i s t s o-f t h e Carnegie School ( n o t a b l y 
H-A Simon, J.G March, R-M Cyert and K.J Cohen)-
Beh a v i o u r a l o r g a n i s a t i o n a l t h e o r y , or as P-fe-f-fer (1982) 
c a l l s i t ' d e c i s i o n process t h e o r y , ' was a r e a c t i o n a g a i n s t 
t h e assumptions and approach o-f n e o c l a s s i c a l economics, 
where t h e a c t i o n s and o b j e c t i v e s o-f i n d i v i d u a l members o-f 
th e o r g a n i s a t i o n were subsumed under t h o s e o-f t h e -firm, 
which was t r e a t e d as a 'black ba2< ' , and where t h e s o l e 
r a t i o n a l e -for d e c i s i o n making was p r o - f i t m a x i m i s a t i o n , or 
as M a z z o l i n i (19B1) put i t "where t h e company i s a 
m o n o l i t h i c agent and i t i s t h i s agent which i s t h e d e c i d e r 
and a c t o r " . The theme o-f Simon's seminal works was 
d e c i s i o n making; not what d e c i s i o n s a r e made, but how 
d e c i s i o n s are a r r i v e d a t i n h i g h l y complex o r g a n i s a t i o n s 
composed o-f i n d i v i d u a l members w i t h a wide d i v e r s i t y o-f 
go a l s . His aim was " t o propose a t h e o r y o-f human c h o i c e or 
d e c i s i o n making t h a t aims t o be su-f-f i c i ent 1 y broad and 
r e a l i s t i c t o accommodate both those r a t i o n a l aspects o-f 
ch o i c e t h a t have been t h e p r i n c i p a l concern o-f t h e 
economist and those p r o p e r t i e s and l i m i t a t i o n s o-f t h e human 
d e c i s i o n making mechanism t h a t have a t t r a c t e d t h e a t t e n t i o n 
o-f p s y c h o l o g i s t s and p r a c t i c a l d e c i s i o n makers". (Simon 
1957) 
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The Carnegie School was not t h e - f i r s t t o r e v o l t a g a i n s t 
t h e n e o c l a s s i c a l paradigm; v a r i o u s i n d i v i d u a l s t u d i e s , 
e s p e c i a l l y those o-f an e m p i r i c a l n a t u r e , had p r e v i o u s l y 
c a l l e d t h e whole area i n t o q u e s t i o n - The most famous o-f 
these was t h a t by H a l l and H i t c h (1951) which p u r p o r t e d t o 
show t h a t p r i c e s were n o t s e t a c c o r d i n g t o t h e m a r g i n a l 
c o s t p r i n c i p l e but by u s i n g t h e - f u l l c o s t or mark up 
method. T h i s was supported by Cooper (1951). Gordon 
(1948) showed how a c t i o n s o-f f i r m s were governed by 
s t a n d a r d business procedures and s h o r t c u t s , w h i l s t Katona 
(1951 ) , one o-f t h e f i r s t t o a p p l y psychology t o t h e study 
o-f economic be h a v i o u r , w r o t e about t h e s e t t i n g and dynamism 
o-f a s p i r a t i o n l e v e l s . 

The t h e o r i e s o-f t h e Carnegie School, however, -found such a 

wide audience because as Loasby (1976) says " i t n o t o n l y 

i l l u m i n a t e s t h e a - f - f i n i t i e s between economics and 

o r g a n i s a t i o n a l t h e o r y ; i t i s a n a t u r a l e x t e n s i o n o-f t h e 

s u b j e c t being c h a r a c t e r i s t i c a l l y concerned w i t h t h e 

r e l a t i o n s h i p between s t r u c t u r e and per-formance and t h e ways 

i n which t h e system responds t o and r e g u l a t e s c h o i c e " . 

Although t h e b e h a v i o u r a l t h e o r y has not been u n i v e r s a l l y 

accepted (see -for i n s t a n c e Baumol (1972), Machlup (1967), 

Baumol and Stewart (1971)) i t n e v e r t h e l e s s has much t o 

of-fer d e c i s i o n making t h e o r y -

Simon's p r i n c i p a l concern was t h e i n a p p l i c a b i l i t y o-f t h e 

assumptions u n d e r l y i n g n e o c l a s s i c a l economics, e s p e c i a l l y 
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t h a t a-f g l o b a l r a t i o n a l i t y . C l a s s i c a l economics, he s a i d , 
was concerned w i t h ' r a t i o n a l man' who i s "assumed t o have a 
w e l l o r g a n i s e d and s t a b l e system o-f p r e f e r e n c e s and s k i l l 
i n c omputation t h a t enables him t o c a l c u l a t e -for t h e 
a l t e r n a t i v e courses o-f a c t i o n t h a t a r e a v a i l a b l e t o him, 
which o-f these w i l l p e r m i t him t o reach t h e h i g h e s t 
a t t a i n a b l e p o i n t on h i s pre-ference s c a l e " . H i s t a s k was 
" t o r e p l a c e t h e g l o b a l r a t i o n a l i t y o-f economic man w i t h a 
k i n d o-f r a t i o n a l behaviour t h a t i s c o m p a t i b l e w i t h t h e 
access t o in-f o r m a t i o n and t h e c o m p u t a t i o n a l c a p a c i t i e s t h a t 
are a c t u a l l y possessed by organisms, i n c l u d i n g man, i n t h e 
k i n d s o-f environments i n which such organisms e x i s t " . 
(Simon 1955). Thus i n d i v i d u a l s were ' i n t e n d e d l y ' r a t i o n a l 
i . e . behaviour was t a s k o r i e n t e d , b ut ' l i m i t e d l y ' so. 
F o l l o w i n g d i r e c t l y -from t h i s i s t h e pr o p o s a l t h a t " r a t i o n a l 
man i s a s a t i s f y i n g r a t h e r t h a n an o p t i m a l a n i m a l " and he 
i s t h e -former r a t h e r than t h e l a t t e r because he "does n o t 
have t h e w i t s t o be t h e 1 a t t e r " - ( S i m o n 1957). 

The i n d i v i d u a l d e c i s i o n maker i s t h u s c o n s t r a i n e d i n h i s 
d e c i s i o n making be h a v i o u r , or what i s t h e same t o Simon, 
h i s managerial a b i l i t y , by h i s i n t e l l e c t u a l c a p a c i t y . 
U n l i k e t h e c l a s s i c a l r a t i o n a l man, an i n d i v i d u a l does not 
"stand on a mountain t o p v i e w i n g t h e whole w o r l d a t h i s 
•feet and make a g l o b a l o m n i s c i e n t r a t i o n a l c h o i c e . He i s 
r a t i o n a l w i t h i n t h e bounds s e t by h i s s o c i a l r o l e o-f 
economic man". Although t h e p r o d u c t i o n manager w i l l be 
unable t o ma5<imise p r o - f i t s because o-f i m p e r f e c t knowledge 
o-f t h e p r o d u c t i o n - f u n c t i o n , t h e i n t e n d e d l y r a t i o n a l man 
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He argued t h a t because o-f t h e " p s y c h o l o g i c a l l i m i t s o-f t h e 
organism" i n d i v i d u a l s would have t o c o n s t r u c t s i m p l i - f i e d 
models o-f t h e s i t u a t i o n -facing him i n o r d e r t o be a b l e t o 
make d e c i s i o n s . Simple r u l e s o-f thumb i n p a r t i c u l a r would 
be used. 

Simon saw d e c i s i o n making as c o n s i s t i n g o-f 3 phases: 

1. - f i n d i n g occasions f o r making d e c i s i o n s , which he c a l l e d 

i n t e l 1 i gence; 
2. - f i n d i n g p o s s i b l e courses o-f a c t i o n , which he c a l l e d 

design and 
3- choosing among di-f-ferent courses o-f a c t i o n , c a l l e d 

c h o i c e . 

The d e c i s i o n making process would a l s o di-f-fer a c c o r d i n g t o 
whether t h e d e c i s i o n was 'programmed' or 'non programmed'-
Programmed d e c i s i o n s are those which are " r e p e t i t i v e and 
r o u t i n e t o t h e e x t e n t t h a t a d e - f i n i t e procedure has been 
worked out f o r h a n d l i n g them so t h a t they don't have t o be 
t r e a t e d 'de novo' each t i m e " . Non programmed d e c i s i o n s a r e 
those which are "novel u n s t r u c t u r e d and c o n s e q u e n t i a l " . 
(1960). The two t y p e s o-f d e c i s i o n r e q u i r e di-f-ferent 
t e c h n i q u e s . Programmed d e c i s i o n s are s a l v e d f i r s t and 
foremost by h a b i t and secondly by s t a n d a r d o p e r a t i n g 
procedures' (SOPs) t h a t have been developed w i t h i n t h e 
f i r m . The d i f f e r e n c e between h a b i t and s t a n d a r d o p e r a t i n g 
procedures i s t h a t t h e farmer i s i n t e r n a l i s e d w h i l s t t h e 
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search -for a l t e r n a t i v e programmes i t w i l l u n d e r t a k e ; 
2. t h e more t h e s e a r c h , t h e h i g h e r t h e expected v a l u e 

o-f reward; 

3. t h e h i g h e r t h e expected v a l u e o-f r e w a r d , t h e h i g h e r 

t h e s a t i s f a c t i o n ; 
4. t h e h i g h e r t h e expected v a l u e of reward, t h e h i g h e r 

the l e v e l of a s p i r a t i o n of t h e organism; 

5. t h e h i g h e r t h e l e v e l of a s p i r a t i o n , t h e lower t h e 

s a t i sf a c t i on. 

Thus t h e r e i s a dynamic process of a s p i r a t i o n l e v e l change 
which i s d i r e c t l y r e l a t e d t o p r e v i o u s a t t a i n m e n t l e v e l s . 
Search f o r a l t e r n a t i v e s i s s i m i l a r l y r e l a t e d t o p r e v i o u s 
a t t a i n m e n t l e v e l s and a s p i r a t i o n s . 

The a l t e r n a t i v e s t h e i n d i v i d u a l c o n s i d e r s and t h e 
consequences he a n t i c i p a t e s depend on t h e o r g a n i s a t i o n a l 
and s o c i a l environment he f i n d s h i m s e l f i n . 

The t h e o r y of r a t i o n a l c h o i c e propounded by March and 
Simon i n c o r p o r a t e s two fundamental c h a r a c t e r i s t i c s : -
1- c h o i c e i s always e x e r c i s e d w i t h r e s p e c t t o a 

l i m i t e d , approximate s i m p l i f i e d 'model of t h e r e a l 
s i t u a t i o n ' i . e . an i n d i v i d u a l ' s d e f i n i t i o n of t h e 

s i t u a t i o n ; 
2. t h e elements of t h e d e f i n i t i o n of t h e s i t u a t i o n are 

t h e outcome of p s y c h o l o g i c a l and s o c i o l o g i c a l processes 
i n c l u d i n g t h e chooser's own a c t i v i t i e s and t h e 
a c t i v i t i e s of o t h e r s i n h i s environment. 



Thus w i t h o u t a -frame o-f re-ference c h o i c e cannot be made. 
The t h e o r y proposed by March and Simon i s much t h e same as 
Simon's e a r l i e r t h e o r y ; s a t i s - f i c i n g i s proposed as 
p o s s i b l e ; s t a n d a r d o p e r a t i n g procedures (SOPs) h e l p t o 
c o n t r o l t h e o r g a n i s a t i o n and p r o v i d e an i m p o r t a n t 
c o o r d i n a t i o n mechanism. They a l s o c o n s i d e r t h e aspect o-f 
d i v i s i o n a l i s i n g o r g a n i s a t i o n s i n t o s u b u n i t s t o p e r m i t 
s p e c i a l i s a t i o n , which they see as r a t i o n a l i n t h e i r t e r m s , 
but which they p o s t u l a t e causes b i a s i n d e c i s i o n making 
because a t t e n t i o n i n each u n i t i s focussed upon o n l y one 
aspect o-f t h e o r g a n i s a t i o n . The e x i s t e n c e o-f s u b u n i t s a l s o 
i m p l i e s t h e presence o-f d i - f - f e r i n g o p e r a t i o n a l g o a l s which 
i n t r o d u c e s t h e need f o r b a r g a i n i n g be-fore a c t i o n can t a k e 
p 1 ac e. 

March and Simon d e s c r i b e a problem s o l v i n g process 
i n v o l v i n g -five g e n e r a l c h a r a c t e r i s t i c s : — 
1. t h e problem i s t a c k l e d by b r e a k i n g i t down i n t o 

s imple c o n s t i t u e n t s and i t i s aggregated a t t h e end-
2. much of t h e process i n v o l v e s search; 
3. much of t h e process i n v o l v e s s c r e e n i n g ; 

4. elementary components of t h e process are 
c h a r a c t e r i s e d by randomness; 

5. t h e programmes g e n e r a l l y have a h i e r a r c h i c a l 

s t r u c t u r e . 

Much of t h e o r g a n i s a t i o n a l member's t a s k i s concerned w i t h 
t h e d a i l y r o u t i n e of programmed d e c i s i o n making. I t can be 
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c h a r a c t e r l e s s , i n t e n d e d l y r a t i o n a l b e ing - or organism as 
Simon r e f e r s t o him. 

c) Cyert and March 

The most comprehensive e x p o s i t i o n of t h e Carnegie School 
t h e o r y appears i n t h e now famous book "A B e h a v i o u r a l Theory 
of t h e F i r m " by Cyert and March (1963). I t i s i n t h i s book 
t h a t a model, which p i e c e s t o g e t h e r a l l t h e i n d i v i d u a l 
elements p r e v i o u s l y c o n s i d e r e d , i s developed- The 
o b j e c t i v e s of t h e model are " t o f o c u s on a key number of 
economic d e c i s i o n s t o develop a process o r i e n t e d model of 
t h e f i r m which would f i t e m p i r i c a l o b s e r v a t i o n s as f a r as 
p o s s i b l e " . The f i r m i s seen as "a c o a l i t i o n of 
p a r t i c i p a n t s w i t h d i s p a r a t e demands, changing f o c i of 
a t t e n t i o n and l i m i t e d a b i l i t y t o a t t e n d t o a l l 
o r g a n i s a t i onal problems s i m u ltaneously"-

I n d i v i d u a l s have d i f f e r i n g o b j e c t i v e s from each o t h e r and 
perhaps d i f f e r i n g o b j e c t i v e s from t h o s e of t h e f i r m as a 
whole. The f i r m has a s e t of g o a l s which a r e viewed as 
being independent c o n s t r a i n t s which a r e imposed on t h e 
o r g a n i s a t i o n "through a process of b a r g a i n i n g among 
p o t e n t i a l c o a l i t i o n members". 

I t i s p r i m a r i l y t h e ' a c t i v e group' who s e t t h e t a r g e t s f o r 
t h e g o a l s . C e r t a i n of t h e g o a l s w i l l be s t a t e d as 
'normative d i c t u m s ' (Cohen and Cyert 1975), e.g. p r o f i t 
margins must be a t l e a s t 5X- These t a r g e t s a r e imposed by 
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c o n t r o l systems such as budgets which Cyert and March see 
as having two i m p o r t a n t r o l e s : 1. as a management c o n t r o l 
d e v i c e t o implement p o l i c i e s on which t h e f i r m has decided 
and t o check achievement a g a i n s t e s t a b l i s h e d c r i t e r i a 2. 
a d e v i c e t o determine f e a s i b l e programs. Thus i t d e f i n e s 
i n advance a s e t of f i x e d commitments-

The t a r g e t l e v e l s are dependent on t h e a s p i r a t i o n l e v e l s 
of t h e a c t i v e group, past achievement l e v e l s and t h e 
envi ronment• 

The c o n t i n u o u s goal c o n f l i c t between t h e c o a l i t i o n members 

i s p a r t i a l l y r e s o l v e d t h r o u g h t h e e x i s t e n c e of 

o r g a n i s a t i o n a l s l a c k i . e . t h e d i f f e r e n c e between t o t a l 

r e s o u r c e s a v a i l a b l e t o t h e o r g a n i s a t i o n and t o t a l payments 

r e q u i r e d t o m a i n t a i n t h e c o a l i t i o n . Slack depends on t h e 

a s p i r a t i o n s of t h e o r g a n i s a t i o n a l members and on t h e i r 

p e r c e p t i o n s of t h e a l t e r n a t i v e s open t o them. Since 

a s p i r a t i o n l e v e l s l a g behind achievement l e v e l s , i n an 

economic u p t u r n s l a c k i n c r e a s e s and f o r t h e o p p o s i t e 

reasons, decreases i n t h e bad t i m e s . I f t h e bad t i m e s 

p e r s i s t , s l a c k may be t o t a l l y e l i m i n a t e d because a s p i r a t i o n 

l e v e l s w i l l c o i n c i d e w i t h a c t u a l performance l e v e l s -

Slack i s a d i f f i c u l t concept- I t i s d e f i n e d as payments 

t h a t are made over and above those r e q u i r e d t o m a i n t a i n t h e 

c o a l i t i o n - Thus, as Cyert and March say " a c t i v i t i e s t h a t 

r e p r e s e n t s l a c k a t any one t i m e may r e p r e s e n t necessary 

c o s t s a t another"- For example, suppose a t t h e s t a r t of a 
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boom p e r i o d , a -firm d e c ides t o buy t h e i r d r i v e r s v e h i c l e s 
w i t h l u x u r i o u s cabs- At t h i s stage l u x u r i o u s cabs may 
represent' a s l a c k payment because i t i s unnecessary -for t h e 
maintenance o-f t h e c o a l i t i o n and a r i s e s because a l t h o u g h 
t h e resources a v a i l a b l e t o t h e -firm have i n c r e a s e d , 
a s p i r a t i o n l e v e l s have not a d j u s t e d t o meet t h i s f a c t -
However, as a s p i r a t i o n l e v e l s r i s e , t h e same d r i v e r s 
r e c o g n i s e t h a t i t i s now t h e norm -for d r i v e r s t o r e c e i v e 
such cabs. The l a t t e r t h u s changes -from, b e i n g a s l a c k 
payment t o a r e q u i r e d payment. However, a t some s t a g e , 
u n l e s s t h e boom c o n t i n u e s i n d e f i n i t e l y , t h e cabs w i l l a g a i n 
become s l a c k . T h i s happens as a downturn comes along and 
t h e d r i v e r s a s p i r a t i o n l e v e l s decrease. However because of 
t h e n a t u r e of s e a r c h , t h e company would not c o n s i d e r 
g e t t i n g r i d of them u n l e s s i t was i n f i n a n c i a l t r o u b l e . 

Thus t h e e x i s t e n c e of what we may l o o s e l y term ' l u x u r i e s ' 
does not n e c e s s a r i l y i n f e r t h e e x i s t e n c e of s l a c k . Slack 
i s immeasurable w i t h o u t a knowledge of t h e a s p i r a t i o n 
l e v e l s and e x p e c t a t i o n s of i n d i v i d u a l s . F u r t h e r m o r e , t h e 
a b i l i t y t o g r e a t l y reduce c o s t s ( C y e r t and March use t h e 
example of Ford c u t t i n g c o s t s by £20m a year f a c e d w i t h a 
f a i l u r e ) , does not n e c e s s a r i l y i m p l y t h a t t h e o r i g i n a l h i g h 
l e v e l of c o s t s was due t o t h e e x i s t e n c e of s l a c k . At one 
stage they may have r e p r e s e n t e d necessary payments-
However, t h e f a c t t h a t c o s t s were c u t so d r a m a t i c a l l y a l s o 
i m p l i e s t h a t a t some stage t h e l e v e l of necessary payments 
f e l l w i t h o u t a f a l l i n a c t u a l payments; t h u s s l a c k came 
i n t o e x i s t e n c e . 
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Because of market i m p e r f e c t i o n s , a s p i r a t i o n l e v e l s and 
problem o r i e n t e d s e a r c h , s l a c k w i l l a l m l o s t always e x i s t , 
a l t h o u g h i t s l e v e l w i l l be c o n t i n u o u s l y changing. The 
c o r o l l a r y of t h i s i s t h a t s l a c k w i l l i n c r e a s e d u r i n g t h e 
up t u r n and pr o b a b l y be a t i t s h i g h e s t l e v e l a s h o r t p e r i o d 
a f t e r t h e downturn as i l l u s t r a t e d i n f i g 4.1 

FIGURE 4.1 
THE RELATIONSHIP BETWEEN SLACK AND TOTAL RESOURCES 

OVER TIME 

resources 

s l a c k 

Time 

Many of t h e c o a l i t i o n members r e c e i v e s l a c k (even t h e 
s h a r e h o l d e r s ) , but those h i g h e r i n t h e h i e r a r c h y are l i k e l y 
t o r e c e i v e a d i s p r o p o r t i o n a t e share because of d i f f e r e n t i a l 
access. 

8 1 



Although s l a c k denotes i n e f f i c i e n c y , Cyert and March 

propose t h a t i t has a s t a b i l i s i n g e f f e c t i n two ways: 

1. by a b s o r b i n g excess r e s o u r c e s , i t r e t a r d s upward 
adjustment of a s p i r a t i o n s d u r i n g r e l a t i v e l y good t i m e s 

2. by p r o v i d i n g a pool of emergency r e s o u r c e s , i t 
p e r m i t s a s p i r a t i o n s t o be m a i n t a i n e d d u r i n g r e l a t i v e l y 
bad p e r i o d s . 

C o n f l i c t which a r i s e s w i t h i n f i r m s due t o t h e d i f f e r e n c e 
i n members' g o a l s i s p a r t i a l l y r e s o l v e d t h r o u g h 
o r g a n i s a t i o n a l s l a c k a l l o c a t i o n <in t h e form of p o l i c y 
s i d e payments, personal t r e a t m e n t s and p e r q u i s i t e s as w e l l 
as p e c u n i a r y b e n e f i t s ) . Other methods of c o n f l i c t 
r e s o l u t i o n i n c l u d e t h e s e q u e n t i a l a t t e n t i o n t o g o a l s and 
t h e d e c e n t r a l i s a t i o n of d e c i s i o n making. These methods do 
not e l i m i n a t e t h e c o n f l i c t - t h a t always remains - b u t t h e y 
a l l o w t h e f i r m t o reach d e c i s i o n s w i t h i n c o n s i s t e n t g o a l s . 

D e c i s i o n s are made t h r o u g h s o l v i n g a s e r i e s of problems. 
Cyert and March say t h a t c h o i c e can be summarised i n terms of 
t h r e e b a s i c p r i n c i p l e s : 

1. avoidance of u n c e r t a i n t y . T h i s i s achieved t h r o u g h 
s h o r t run feedback and use of s t a n d a r d i s e d d e c i s i o n r u l e s . 

2. maintenance of t h e r u l e s . D e c i s i o n r u l e s a r e o n l y 
abandonned under duress. 

3- use of s i m p l e r u l e s aided by judgement. 

This i s i n marked c o n t r a s t t o t h e n e o c l a s s i c a l p r i n c i p l e s 
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of c o n s i d e r i n g a l l t h e consequences of a l l p o s s i b l e 
a l t e r n a t i v e s and choosing t h e one t h a t maximises r e t u r n s . 

Cyert and March a l s o s t r e s s t h e p r o p o s i t i o n t h a t f i r m s a r e 
a d a p t i v e organisms; t h e y are a d a p t i v e i n t h e i r g o a l s , 
a t t e n t i o n t o r u l e s and t h e i r search r u l e s - T h i s leads t o a 
tendency towards c o n s e r v a t i s m and i n c r e m e n t a l i s m i n t h e 
f i r m s a c t i v i t i e s -

4-2.2 Subsequent Developments 

Most of t h e developments s i n c e C y e r t and March have not 
been of a s u b s t a n t i v e n a t u r e . Rather t h e r e has been a 
tendency towards i n c r e m e n t a l change, changes of emphasis 
and e l a b o r a t i o n of p a r t i c u l a r p o i n t s . 

Lindblom (1959) ( w r i t i n g b e f o r e t h e p u b l i c a t i o n of Cyert 
and March's major work) was a l s o concerned w i t h t h e 
d i f f e r e n c e between n e o c l a s s i c a l economic assumptions and 
p r a c t i c e i n t h e d e c i s i o n making area. He, l i k e Simon, 
b e l i e v e d t h a t n e o c l a s s i c a l economics "assumes i n t e l l e c t u a l 
c a p a c i t i e s and sources of i n f o r m a t i o n t h a t men s i m p l y do 
not possess". He c a l l s h i s approach t o d e c i s i o n making t h e 
'branch' method as compared t o t h e ' r o o t ' method advocated 
by n e o c l a s s i c i s t s . Lindblom suggests t h a t d e c i s i o n making 
takes t h e form of "successive l i m i t e d comparisons" where 
t h e d e c i s i o n maker i s " c o n t i n u a l l y b u i l d i n g out from t h e 
c u r r e n t s i t u a t i o n s t e p by step and by s m a l l e r and s m a l l e r 
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w i t h a c t i o n . He s u g g e s t s t h a t t h e a c t of d e c i s i o n making 

and d e l i b e r a t i o n l e a d s t o t h e d i s c o v e r y o-f g o a l s . He v i e w s 

the d e c i s i o n making p r o c e s s i n t h i s p a r t i c u l a r c a s e a s a 

s e r i e s o-f problem s o l v i n g a c t i v i t i e s t h a t have t h r e e 

n o t a b l e c h a r a c t e r i s t i c s : 

1. s e q u e n t i a l c h o i c e over an a r r a y o-f non competing 

c a u s e s o-f a c t i o n , 

2. t h e a c t o-f d e c i s i o n making l e d t o d i s c o v e r y o-f g o a l s , 

3- d e c i s i o n makers were more concerned w i t h a v o i d i n g 

- f a i l u r e s than w i t h a c h i e v i n g s u c c e s s e s 

T h i s l a t t e r p o i n t c o n c e r n i n g t h e i mportance a t t a c h e d t o 

t h e a v o i d a n c e o-f - f a i l u r e i s s u p p o r t e d by Kahneman and 

T v e r s k y (1982) who argue t h a t t h e t h r e a t o-f a l o s s has -far 

g r e a t e r impact than t h e p o s s i b i l i t y o-f an e q u i v a l e n t g a i n 

and t h a t t h e r e g r e t a s s o c i a t e d w i t h an a c t u a l l o s s t e n d s t o 

be more i n t e n s e than the r e g r e t a s s o c i a t e d w i t h a missed 

o p p o r t u n i t y - T h i s t e n d s t o r e i n - f o r c e C y e r t and March's 

p o i n t about the tendency towards i n c r e m e n t a l i s m and 

a d a p t a t i o n . I n c r e m e n t a l i s m i s a l s o g i v e n prominence i n 

A l l i s o n ' s (1971) e x p l a n a t i o n o-f t h e admi n i s t a t i ve p r o c e s s 

i n v o l v e d d u r i n g t h e Cuban M i s s i l e C r i s i s . A l l i s o n s t a t e s 

"At any g i v e n time a government c o n s i s t s o-f e x i s t i n g 

o r g a n i s a t i o n s each w i t h a -fixed s e t o-f SOPs and programs-

The behaviour o-f t h e s e o r g a n i s a t i o n s r e l e v a n t t o an i s s u e 

i n any p a r t i c u l a r i n s t a n c e i s there-fore determined 

p r i m a r i l y by r o u t i n e s e s t a b l i s h e d i n t h e s e o r g a n i s a t i o n s 

p r i o r to t h a t e x i s t e n c e , E x p l a n a t i o n s o-f a government 

a c t i o n s t a r t s -from t h i s base l i n e , n o t i n g i n c r e m e n t a l 
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d e v i a t i o n s - " Although t h i s r e - f e r s t o a government, i t need 

not be o r g a n i s a t i o n s p e c i - f i c . 

Simon's concept o-f bounded r a t i o n a l i t y was viewed by 

Lindblom a s being e f - f i c i e n t b e c a u s e i t reduced t h e number 

of a l t e r n a t i v e s t o be c o n s i d e r e d so each c o u l d be 
I. 

c o n s i d e r e d i n more d e t a i l . The advocacy of t h e e f f i c i e n c y 

of ' i r r a t i o n a l i t y ' i n t h e n e o c l a s s i c a l s e n s e has a l s o been 

p a i d much a t t e n t i o n t o by Brunsson ( 1 9 8 2 ) . Brunsson 

d i s t i n g u i s h e s between ' d e c i s i o n r a t i o n a l i t y ' and ' a c t i o n 

r a t i o n a l i t y ' . D e c i s i o n s need t o be t r a n s l a t e d i n t o a c t i o n s 

f o r an o r g a n i s a t i o n t o work. I t i s B r u n s s o n ' s p r o p o s i t i o n 

t h a t " r a t i o n a l d e c i s i o n making a f f o r d s a bad b a s i s f o r 

a c t i o n " and t h a t "some i r r a t i o n a l i t i e s a r e n e c e s s a r y 

r e q u i r e m e n t s f o r o r g a n i s a t i o n a l a c t i o n s " . In o r d e r f o r 

a c t i o n t o be e f f i c i e n t t h e a c t o r s r e q u i r e thought, 

m o t i v a t i o n and committment. So " t h e s t r o n g e r t h e 

e x p e c t a t i o n s , m o t i v a t i o n and committment e x p r e s s e d i n a 

d e c i s i o n , t h e more power t h a t d e c i s i o n e x e r t s a s a b a s i s 

f o r a c t i o n <p33). The c l a s s i c a l p r o p o s a l t h a t a l l 

a l t e r n a t i v e s s h o u l d be c o n s i d e r e d b e f o r e making a d e c i s i o n 

i s u n d e s i r a b l e from an a c t i o n p o i n t of view b e c a u s e 

s e a r c h i n g f o r a l l the a l t e r n a t i v e s evokes u n c e r t a i n t y and 

u n c e r t a i n t y r e d u c e s m o t i v a t i o n and committment. Brunsson 

s u g g e s t s t h a t i n an unprogrammed d e c i s i o n , d e c i s i o n 

i r r a t i o n a l i t y i s of paramount importance f o r i n t h e s e 

i n s t a n c e s , m o t i v a t i o n and committment a r e c r u c i a l . 

Staw (1980) d i v i d e s r a t i o n a l i t y i n t o two a s p e c t s along 
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d i f f e r e n t l i n e s which he c a l l s p r o s p e c t i v e r a t i o n a l i t y and 

r e t r o s p e c t i v e r a t i o n a l i t y . He s u g g e s t s t h a t t h e -former ( 

i . e . n e o c l a s s i c a l type r a t i o n a l i t y ) i s not a l w a y s p r e s e n t 

but t h a t t h e l a t t e r , e s p e c i a l l y i n s i t u a t i o n s where ego 

d e f e n s i v e n e s s i s dominant, i s o f t e n p r e s e n t - Staw d e f i n e s 

r e t r o s p e c t i v e r a t i o n a l i t y a s t h e r a t i o n a l i s a t i o n of p r i o r 

b e h a v i o u r i n an attempt t o make i t appear r a t i o n a l . 

Bettman e t a l (1983) observed t h i s tendency when e v a l u a t i n g 

annual r e p o r t s of companies i n t h e USA- P f e f f e r (1982) 

s a y s t h a t t h e r o l e of c o g n i t i o n i s "as a mechanism f o r 

making s e n s e of or r a t i o n a l i s i n g b e h a v i o u r t h a t h a s a l r e a d y 

o c c u r r e d " . Meyer and Rowan <1977) s a y t h a t f i r m s a t l e a s t 

p r e s e n t an image of r a t i o n a l i t y not f o r any goal 

a t t a i n m e n t or e f f i c i e n c y r e a s o n s but i n o r d e r t o a t t a i n 

l e g i t i m a c y i n t h e e y e s of t h e w o r l d . I t s e r v e s a s y m b o l i c 

and c e r e m o n i a l f u n c t i o n t o show t h e world t h a t t h e y a r e 

worthy of support and r e s o u r c e s -

The l a t t e r p o i n t i s a p p a r e n t l y s i m i l a r to the i d e a s of 

Friedman (1953) who s u g g e s t e d t h a t f i r m s need t o be 

r a t i o n a l i n o r d e r t o s u r v i v e . With an i m p e r f e c t s t o c k 

market, i m p e r f e c t information,, t h e d i s p e r s i o n of 

s t o c k h o l d e r s and the f a c t t h a t many companies f i n a n c e 

e x p a nsion i n t e r n a l l y , s u r v i v a l of t h e f i t t e s t i s not a l w a y s 

a good maxim as shown by Winter ( 1 9 6 4 ) . With i m p e r f e c t 

knowledge, f i r m s may have t o appear t o be r a t i o n a l but 

i n f o r m a t i o n from the o r g a n i s a t i o n concerned may be h i g h l y 

s e l e c t i v e , d e t a i l i n g o n l y the good a s p e c t s and b e i n g 

r e t r o s p e c t i v e l y r a t i o n a l or blaming t h e environment f o r bad 
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t i m e s (Bettman 1983) 

Simon and C y e r t and March put much emphasis on t h e use o-f 

s t a n d a r d o p e r a t i n g p r o c e d u r e s (SOPs) i n f a c i l i t a t i n g 

d e c i s i o n making. T h i s i s t a k e n up by M a z z o l i n i ( 1 9 8 1 ) . 

The C a r n e g i e School s t r e s s e s t h e u s e o-f SOPs i n programmed 

d e c i s i o n making. r i a z z o l i n i c o n c e n t r a t e s h i s e-f-forts on 

a p p l y i n g t h e t h e o r y t o s t a t e g i c (unprogrammed) d e c i s i o n s . 

He d e s c r i b e s a p r o c e s s view o-f s t r a t e g i c d e c i s i o n making 

d i v i d e d i n t o f i v e main a s p e c t s : 

1. D e c i s i o n need i d e n t i f i c a t i o n -

2. S e a r c h f o r a l t e r n a t i v e s f o r a c t i o n . 

3. I n v e s t i g a t i o n of c o u r s e s of a c t i o n . 

4. Reviews and Approval. 

5. Implementation. 

Each of t h e s e a s p e c t s i s based on p r o c e s s e s w i t h i n t h e 

o r g a n i s a t i o n - Thus, i d e n t i f i c a t i o n of t h e d e c i s i o n need i s 

based on c e r t a i n agreed upon p r o c e d u r e s such as a 

d i s c r e p a n c y between d e s i r e d and a c t u a l a t t a i n m e n t of 

p a r t i c u l a r i n d i c a t o r s - On t h e s e a r c h a s p e c t , s e t p r o c e d u r e s 

t r i g g e r s e a r c h towards p a r t i c u l a r a r e a s , n e g l e c t i n g o t h e r 

p o s s i b l e a r e a s . Known p a t h s a r e a l w a y s f o l l o w e d and 

s i m i l a r i t i e s t o p r e v i o u s problems a r e sought so t h a t 

p a r t i c u l a r a c t i o n c o u r s e s can be adopted. T h i s l e a d s to a 

tendency towards i n c r e m e n t a l change and p r e s e r v a t i o n of t h e 

s t a t u s quo. Even when a d e c i s i o n has been made, the 
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implementation of t h e d e c i s i o n f o l l o w s s e t p a t h s and t h u s 

becomes d i s t o r t e d a t each s t a g e of the p r o c e s s . Thus, 

" p r o j e c t s t h a t demand t h a t e x i s t i n g o r g a n i s a t i o n a l u n i t s 

d e p a r t from t h e i r e s t a b l i s h e d programmes t o perform 

unprogrammed t a s k s a r e r a r e l y a c c o m p l i s h e d i n t h e i r d e s i g n 

form". Loasby (1976) found t h a t many f i r m s were a t t e m p t i n g 

to use e x i s t i n g programmes t o t a c k l e s t r a t e g i c problems and 

ended up w i t h u n s a t i s f a c t o r y i n c r e m e n t a l change. The same 

was found by A l l i s o n (1971) i n h i s s t u d y of governments. 

As was shown above, Simon d i v i d e s t h e d e c i s i o n making 

p r o c e s s i n t o t h r e e p h a s e s , i n t e l l i g e n c e , s e a r c h and c h o i c e -

There have been many v a r i a t i o n s on t h e numbers of s t a g e s 

i n v o l v e d i n d e c i s i o n making ( s e e f o r example Dewy ( 1 9 3 3 ) , 

Mintzberg ( 1 9 7 6 ) , M a z z o l i n i ( 1 9 8 1 ) , Lindblom ( 1 9 5 9 ) , 

Webster ( 1 9 6 5 ) , Robinson and P a r i s ( 1 9 6 7 ) ) . W h i l s t most of 

th e s t u d i e s i n c l u d e Simon's t h r e e b a s i c p h a s e s , a common 

a d d i t i o n i s t h e phase of a c t u a l l y implementing t h e d e c i s i o n 

once i t has been d e c i d e d upon. Loasby (1976) f o r i n s t a n c e , 

s a y s "a c h o i c e i s not e f f e c t i v e w i t h o u t i m p l e m e n t a t i o n 

which may be f a r from s i m p l e and o f t e n i m p e r f e c t l y 

a c c o m p l i s h e d " . Loasby t h e r e f o r e s p e c i f i e s a f i v e phase 

c y c l e c o m p r i s i n g t h e f o l l o w i n g a s p e c t s : -

1. s i f t i n t e l l i g e n c e 

2- d i r e c t s e a r c h 

3. e v a l u a t e c h o i c e 

4- guide implementation 

5- a p p r a i s e r e s u l t s -
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Simon h i m s e l f d i d not t o t a l l y n e g l e c t t h e i m p l e m e n t a t i o n 

s t a g e , but s a y s of i t " I s h a l l merely o b s e r v e by t h e way 

t h a t s e e i n g t h a t d e c i s i o n s a r e e x e c u t e d i s a g a i n d e c i s i o n 

making". 

The method used f o r d e c i s i o n making i s d e t e r m i n e d t o q u i t e 

a l a r g e degree by t h e n a t u r e of the d e c i s i o n t o be made and 

t h e type of o r g a n i s a t i o n i n which i t i s made- One of the 

r e c u r r i n g themes of t h e l i t e r a t u r e d e t e r m i n i n g t h e n a t u r e 

of the d e c i s i o n i s t h e degree of c o m p l e x i t y i n v o l v e d . 

M a s s o l i n i (1981) p o i n t s out t h a t d e c i s i o n s t a k e a long time 

t o be p r o c e s s e d i f t h e p r o c e d u r e s used a r e complex. Loasby 

(1976) s a y s t h a t d e c i s i o n s a r e r e l a t e d t o t h r e e c r i t e r i a 

which i n t u r n a r e a l l r e l a t e d t o c o m p l e x i t y . The c r i t e r i a 

a r e ; 

1. t h e width of the agenda i . e . the d e f i n i t i o n of t h e 

s y s t ems boundari e s . 

2- t h e s e t of c o n t r o l v a r i a b l e s i . e . t h e d i s t i n c t i o n 

between t h e long run and the s h o r t run 

3. the degree of programming i . e . t h e e x t e n t t o which 

p r o c e d u r e s f o r r e a c h i n g a d e c i s i o n i s p r e s c r i b e d . 

C o n s i d e r i n g the s e t of c o n t r o l v a r i a b l e s , Loasby a d v o c a t e s 

t h a t d e c i s i o n s s h o u l d be t r e a t e d a s c a p i t a l goods. He s a y s 

" J u s t as no f i r m can a f f o r d to r e p l a c e t h e p l a n t e v e r y time 

a s l i g h t l y b e t t e r d e s i g n a p p e a r s , so no f i r m can a f f o r d to 

change i t s p o l i c y w i t h e v e r y s l i g h t improvement i t may 

d i s c o v e r the sunk c o s t s of o l d d e c i s i o n s a r e no more 
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r e l e v a n t than t h e sunk c o s t s of o l d p l a n t " . Loasby i s a l s o 

i n t h i s s t a t e m e n t a d v o c a t i n g t h e r a t i o n a l i t y of 

i r r a t i o n a l i t y . 

Dess and Beard (1984) a l s o s u p p o r t t h e view t h a t 

c o m p l e x i t y , t h i s time e n v i r o n m e n t a l c o m p l e x i t y , i s of g r e a t 

importance i n d e c i s i o n making. The two o t h e r d i m e n s i o n s 

they c o n s i d e r t o be of prime importance a r e m u n i f i c e n c e 

( c a p a c i t y ) and t h e dynamism of t h e environment. C o m p l e x i t y 

i n D ess' terms i s determined by t h e d e g r e e s of 

homogenei t y / h e t e r o g e n e i t y and c o n c e n t r a t i on/di s p e r s i on. 

A s t l e y e t a l (1982) c o n s i d e r i n g s t r a t e g i c d e c i s i o n s say 

t h a t d e c i s i o n making depends on both c o m p l e x i t y ( i . e . t h e 

i n t r i c a c y of t h e d e c i s i o n ) and c l e a v a g e ( i . e . t h e degree of 

d i s p a r i t y of i n t e r e s t s between members of t h e 

o r g a n i s a t i o n ) - They work al o n g v e r y s i m i l a r l i n e s t o Simon, 

excep t t h a t they b e l i e v e t h a t d e c i s i o n s a r e not made p u r e l y 

i n r e s p o n s e to problems, but a r e a l s o o p p o r t u n i t y r e l a t e d 

a s w e l l a s being made i n t h e c o u r s e of e v e r y day a c t i v i t y . 

A s t l e y e t a l show from t h e i r sample of 150 c a s e s t u d i e s , 

t h a t s a t i s f i c i n g and i n c r e m e n t a l i s m ensue from t h e i n h e r e n t 

c o m p l e x i t y of t h e t o p i c f o r d i s c u s s i o n and from t h e 

p o l i t i c a l c l e a v a g e s of t h o s e who w i e l d power. 

Mintzberg e t a l (1976) a l s o f o l l o w s h a r p l y t h e l i n e s of 

the C a r n e g i e S c h o o l , a l t h o u g h , l i k e A s t l e y e t a l above, 

they r e g a r d d e c i s i o n s a s a r i s i n g from o p p o r t u n i t i e s a s w e l l 

a s from c r i s e s and problems. M i n t z b e r g ' s w r i t i n g s c o n c e r n 

the i n t e r n a l p o l i t i c s of o r g a n i s a t i o n s (or t h e c l e a v a g e ) , 
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which they b e l i e v e a-f-fect t h e s i m p l i c i t y o-f t h e d e c i s i o n 

making p r o c e s s . They say t h a t p o l i t i c a l a c t i v i t i e s 

" r e - f l e c t t h e in-fluence of i n d i v i d u a l s who seek t o s a t i s f y 

t h e i r p e r s o n a l and i n s t i t u t i o n a l needs by t h e d e c i s i o n s 

made i n an o r g a n i s a t i o n " . Although Mintzberg e t a l s u g g e s t 

t h i s i n c r e a s e s t h e c o m p l e x i t y of t h e p r o c e s s , he s a y s a l s o 

t h a t t h e y can s e r v e t o " c l a r i f y t h e power r e l a t i o n s h i p i n 

the o r g a n i s a t i o n " and t h a t "they can h e l p t o b r i n g about 

co n s e n s u s and t o m o b i l i z e t h e f o r c e s f o r t h e im p l e m e n t a t i o n 

of d e c i s i o n s " . A c c o r d i n g to Mintzberg e t a l , t h e outcpme 

of t h e s i t u a t i o n i s t h e appearance of b a r g a i n i n g . 

The d e c i s i o n p r o c e s s i s viewed by Mintzberg a s b e i n g 

dynamic and not c o n t i n u o u s a s he s a y s t h e C a r n e g i e School 

i m p l i e s (though i t c o u l d be argued t h a t t h e y t r e a t t h e 

dynamism of the p r o c e s s q u i t e t h o r o u g h l y , f o r i n t h e i r 

model t h e y i n c l u d e many c y c l e s , r e c y c l e s and d e l a y s ) . 

Mintzberg s a y s t h a t t h e d e c i s i o n making p r o c e s s i s 

c h a r a c t e r i s e d by s i x groups of dynamic f a c t o r s : 

1. i n t e r r u p t s (caused by e n v i r o n m e n t a l f a c t o r s ) 

2. s c h e d u l i n g d e l a y s 

3. t i m i n g d e l a y s and speedups 

4. feedback d e l a y s 

5. comprehension c y c l e s 

6. f a i l u r e c y c l e s . 

A l l t h e s e dynamic f a c t o r s s e r v e t o i n c r e a s e the c o m p l e x i t y 

of t h e d e c i s i o n p r o c e s s . 
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In t h e C a r n e g i e School model, i n f o r m a t i o n i s s c r e e n e d a t 

the b o u n d a r i e s and a t e v e r y l e v e l of t h e o r g a n i s a t i o n so 

t h a t i n f o r m a t i o n t h a t i s o b v i o u s l y u n n e c e s s a r y or t h a t does 

not f i t n e a t l y i n t o any SOP does not p e n e t r a t e t h e system-

Huber (1982) e l a b o r a t e s q u i t e e x t e n s i v e l y on the p a s s a g e of 

i n f o r m a t i o n through o r g a n i s a t i o n s - He c o n s i d e r s f o u r major 

p o t e n t i a l i n t e r n a l i n f o r m a t i o n d i s t o r t i o n s o u r c e s and t h e i r 

i n t e r r e l a t i o n s h i p w i t h i n t e r n a l v a r i a b l e s - The d i s t o r t i o n 

s o u r c e s a r e : 

1- t h e p r o b a b i l i t y of i n f o r m a t i o n b e i n g r o u t e d t o the 

c o r r e c t l o c a t i o n ; 

2. the p r o b a b i l i t y of message d e l a y 

3. t h e p r o b a b i l i t y of i n f o r m a t i o n s u m m a r i s a t i o n and 

4. t h e p r o b a b i l i t y of i n f o r m a t i o n b e i n g m o d i f i e d en 

r o u t e . 

The outcome i s a s e r i e s of 24 p r o p o s i t i o n s . For i n s t a n c e , 

t h e p r o b a b i l t y t h a t a message w i l l be r o u t e d t o a u n i t i s 

i n v e r s e l y r e l a t e d t o the p e r c e i v e d c o s t s of communicating 

w i t h t h a t u n i t , t h e workload of t h e u n i t and t h e goal 

a t t a i n m e n t t h a t t h e s e n d i n g u n i t b e l i e v e s w i l l o c c u r a s a 

r e s u l t of t h e r o u t i n g , and i s p o s i t i v e l y r e l a t e d t o the 

p e r c e i v e d r e l e v a n c e of i t s c o n t e n t f o r t h a t u n i t , t h e 

p e r c e i v e d power and s t a t u s of t h e u n i t and t h e f r e q u e n c y 

with which s i m i l a r messages have been r o u t e d t o t h e u n i t i n 

t h e p a s t . 

Thus Huber, working w i t h i n an o r g a n i s a t i o n a l d e c i s i o n 

making t h e o r y has expanded on one p a r t i c u l a r element of t h e 



t h e o r y ; i n f o r m a t i o n a l b i a s . With such a high l e v e l of b i a s 

i n o r g a n i s a t i o n a l d e c i s i o n making, both i n t e n d e d and 

unintended, i t i s d i f f i c u l t f o r management t o o b t a i n a 

c l e a r view of t h e o b j e c t i v e s i t u a t i o n f o r a s W i l d a v s k y 

(1983) s a y s "whichever way the y (management) go, e r r o r i s 

endemic; i f they seek o r i g i n a l s o u r c e s t h e y a r e e a s i l y 

overwhelmed, i f the y r e l y on what the y g e t , t h e y a r e e a s i l y 

m i s l e d " . Wildavsky was concerned w i t h t h e di l e m n a posed by 

management i n f o r m a t i o n s y s t e m s which produce a g r e a t deal 

of i n f o r m a t i o n , making i t d i f f i c u l t t o r e d u c e d a t a to 

manageable l e v e l s . The g r e a t e r a v a i l a b i l i t y of d a t a means 

t h a t t h e r e i s a g r e a t e r p r o b a b i l i t y of i t b e i n g l o s t or 

m i s i n t e r p r e t e d and t h i s i s so p a r t l y b e c a u s e t h e r e i s l e s s 

time f o r each b i t of output t o be a n a l y s e d . Feldman and 

March (1981) were a l s o i n t e r e s t e d i n t h i s problem. They 

looked a t t h e tendency f o r o r g a n i s a t i o n s t o c o l l e c t much 

more i n f o r m a t i o n than they c o u l d a c t u a l l y u s e or r e a s o n a b l y 

expect t o use i n t h e making of a d e c i s i o n , w h i l e 

c o n t i n u o u s l y a s k i n g f o r more i n f o r m a t i o n o r c o m p l a i n i n g 

about t h e c o n t e n t of e x i s t i n g i n f o r m a t i o n . They proposed 

f o u r r e a s o n s f o r t h e o v e r g a t h e r i n g of i n f o r m a t i o n : -

1- o r g a n i s a t i o n s p r o v i d e i n c e n t i v e s f o r g a t h e r i n g 

i n f o r m a t i on 

2. much of t h e i n f o r m a t i o n i s t r e a t e d i n a 

s u r v e i l l a n c e mode r a t h e r than i n a d e c i s i o n mode. 

3. much i n f o r m a t i o n i s s u b j e c t to m i s i n t e r p r e t a t i o n 

and 

4. i n f o r m a t i o n use s y m b o l i s e s a commitment to r a t i o n a l 
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Choi c e . 

I n f o r m a t i o n a l s o g e t s d i s t o r t e d f o r o t h e r p s y c h o l o g i c a l 

r e a s o n s such a s the a t t r i b u t e s of t h e r e c e i v e r , s e l e c t i v e 

p e r c e p t i o n , s e m a n t i c problems and time p r e s s u r e s ( W a l l a c e 

and S z i l a g y i 1983). A l l t h e s e f a c t o r s i n t r o d u c e unintended 

b i a s - D e c i s i o n s can be f u r t h e r d i s t o r t e d by i n t e r n a l 

f a c t o r s such a s the m i s t r u s t of a s o u r c e of i n f o r m a t i o n 

which makes the i n f o r m a t i o n i n c r e d i b l e ; d e f e n s i v e b e h a v i o u r 

on t h e p a r t of one or more of t h e members of t h e 

o r g a n i s a t i o n who a c t a s d i s a d v a n t a g e o u s f i l t e r i n g a g e n t s ; 

e r r o n e o u s t r a n s l a t i o n of i n f o r m a t i o n ; d i s t o r t i o n s from t he 

p a s t because t he new s i t u a t i o n cannot be c o n s i d e r e d 'de 

novo'; or l a c k of congruence between a s p e c t s of t h e f i r m ' s 

or i t s members' a c t i v i t i e s (Hampton and Summer 1982). 

There i s l i t t l e p o s s i b i l i t y w i t h a l l t h e s e p o t e n t i a l 

s o u r c e s of i n f o r m a t i o n d i s t o r t i o n t h a t a d e c i s i o n c o u l d be 

made on r a t i o n a l ( i n t h e c l a s s i c a l s e n s e ) grounds. The 

d e c i s i o n makers w i l l be t r u l y 'bound'. 

L e i b e n s t e i n , although not f u l l y i n a c c o r d a n c e w i t h t h e 

C a r n e g i e School s u g g e s t s t h a t i n e f f i c i e n c y may be r i f e i n 

an o r g a n i s a t i o n . L e i b e n s t e i n (1966) c a l l s h i s v e r s i o n of 

i n e f f i c i e n c y ' X - i n e f f i c i e n c y ' - which i s an a l l i n c l u s i v e 

term to cov e r i n e f f i c i e n c y not accounted f o r by a l l o c a t i v e 

i n e f f i c i e n c y ( i . e . i n e f f i c i e n c y a r i s i n g from t h e e x i s t e n c e 

of monopoly power). X - i n e f f i c i e n c y r e s u l t s from t h e s i m p l e 

f a c t " t h a t n e i t h e r i n d i v i d u a l s nor f i r m s work as har d , nor 



do they s e a r c h f o r i n f o r m a t i o n a s e f f e c t i v e l y a s they 

c o u l d " . 

There a r e t h r e e elements of X - i n e f f i c i e n c y : -

1. i n t r a p l a n t m o t i v a t i o n a l e f f i c i e n c y 

2. e x t e r n a l m o t i v a t i o n a l e f f i c i e n c y 

3. non market i n p u t e f f i c i e n c y . 

In L e i b e n s t e i n ' s model, i n d i v i d u a l s a r e s e l e c t i v e l y 

r a t i o n a l and t h e r e e x i s t s c o n f l i c t r e d u c i n g f a c t o r s such a s 

i n e r t a r e a s and e f f o r t d i s c r e t i o n . An i n d i v i d u a l has a 

c e r t a i n p e r s o n a l i t y which d e t e r m i n e s t h e degree of 

r e s p o n s i b i l i t y d e s i r e d and how much p r e s s u r e he e n j o y s . 

However, t h e r e a r e p r e s s u r e s from both p e e r s ( h o r i z o n t a l 

p r e s s u r e ) and a u t h o r i t y ( v e r t i c a l p r e s s u r e ) which a l s o 

d e t e r m i n e s t h e o v e r a l l degree of p r e s s u r e t o maximise. 

The t h i r d element i s p a r t i a l l y e x p l a i n e d by the e x i s t e n c e 

of i m p e r f e c t l y s p e c i f i e d job c o n t r a c t s which means t h a t " a 

good d e a l i s l e f t t o custom, a u t h o r i t y and whatever 

m o t i v a t i o n a l t e c h n i q u e s a r e a v a i l a b l e to management a s w e l l 

as t o i n d i v i d u a l d i s c r e t i o n and judgement". The r e s u l t of 

t h e s e t h r e e p r e s s u r e s d e t e r m i n e s t h e e x t e n t of s e l e c t i v e 

r a t i o n a l i t y of an i n d i v i d u a l . 

With i m p e r f e c t l y s p e c i f i e d c o n t r a c t s , t h e i n d i v i d u a l has 

e f f o r t d i s c r e t i o n over h i s a c t i v i t i e s , pace of a c t i v i t i e s 

and sequence i n which they a r e performed. A d d i t i o n a l l y , an 

i n d i v i d u a l w i l l not move from one p o s i t i o n i f the c o s t s of 

moving a r e i n s u f f i c i e n t t o compensate f o r the gai n e d 
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u t i l i t y of t h e move- T h i s i s termed an i n e r t a r e a - As 

o r g a n i s a t i o n a l e n t r o p y i n c r e a s e s , t h e r e i s an i n c r e a s i n g 

degree of d i s o r g a n i s a t i o n and i n d i v i d u a l s f i n d e f f o r t 

p o i n t s t h a t t h e y d e s i r e where c o n t r o l over t h e i r a c t i v i t i e s 

i s weak. Thus i n e f f i c i e n c y i n c r e a s e s t h e c o s t of 

p r o d u c t i o n , w h i l s t a t t h e same t i m e a l l o w i n g f o r t h e 

e x i s t e n c e of a m u l t i t u d e of d i f f e r e n t i n d i v i d u a l g o a l s -

There a r e two major d i f f e r e n c e s between t h e C a r n e g i e 

School t h e o r y and t h e one propounded by L e i b e n s t e i n ; t h e 

f i r s t c o n c e r n s i n e f f i c i e n c y and t h e second t h e l e v e l of 

a n a l y s i s. 

In t h e C a r n e g i e s c h o o l model, o r g a n i s a t i o n a l s l a c k o c c u r s 

a s a r e s u l t of s a t i s f i c i n g a s apposed to m a ximising. The 

outcome i n both c a s e s a p p e a r s t o be t h e same a l t h o u g h what 

would be c a l l e d X - i n e f f i c i e n c y i n L e i b e n s t e i n ' s terms does 

not n e c e s s a r i l y c o i n c i d e w i t h o r g a n i s a t i o n a l s l a c k because 

of the a s p i r a t i o n l e v e l involvement i n t h e l a t t e r c o n c e p t . 

In both c a s e s t h e ' i n e f f i c i e n c y ' i s a d e s i r e d outcome and 

both appear t o a g r e e t h a t t h e l e v e l of i n e f f i c i e n c y depend! 

on the economic c l i m a t e and m o t i v a t i o n a l f a c t o r s . 

L e i b e n s t e i n does not, however, seem t o a c c e p t t h a t minimum 

c o s t s w i l l d i f f e r over t i m e , which r e s u l t s i n h i s view of 

c o s t c u t t i n g e x e r c i s e s a s b eing e v i d e n c e of i n e f f i c i e n c y 

from the o u t s e t -

L e i b e n s t e i n c a l l s h i s t h e o r y a m i c r o - m i c r o t h e o r y because 



i t r e l a t e s t o i n d i v i d u a l s r a t h e r than t o t h e f i r m as a 

u n i t - He r e f e r s t o Simon's model a s s e m i - m i c r o - m i c r o and 

s a y s t h a t a l t h o u g h " i t c o n t a i n s an e x t r e m e l y r i c h s e t of 

i d e a s about t h e i n t e r n a l o p e r a t i o n s of f i r m s i t i s 

not a g e n e r a l model and does not p r e s e n t a t h e o r y of how 

the i n t e r n a l c o n f l i c t s of t h e f i r m a r e r e s o l v e d " -

Day (1975) summarises t h e c h a r a c t e r i s t i c s of C a r n e g i e 

School model t h u s : -

1- s a t i s f i c i n g 

2. bounded r a t i o n a l i t y 

3- m u l t i p l i c i t y of g o a l s 

4- s e q u e n t i a l a t t e n t i o n t o g o a l s 

5. feedback 

6. SOPs 

7- r e s i s t a n c e to change 

8. c o a l i t i o n s t o r e s o l v e c o n f l i c t s 

9. o r g a n i s a t i o n a l s l a c k t o s t a b i l i s e c o n d i t i o n s 

10- maintenance of v i a b i l i t y . 

L e i b e n s t e i n c o n s i d e r s t h a t o n l y p o i n t s 8 and 10 a r e 

n e c e s s a r i l y r e l a t e d t o e s s e n t i a l l y m i c r o — m i c r o approach. 

He goes on t o s a y t h a t the t h e C a r n e g i e School a r e not 

p r i m a r i 1 V concerned w i t h d i s a s s e m b l i n g t h e b l a c k box of 

s t a n d a r d theory- They a r e , n e v e r t h e l e s s , w i t h i n the 

b o u n d a r i e s of m i c r o — m i c r o t h e o r y . 

The two t h e o r i e s appear to be e s s e n t i a l l y complementary 
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and not i n o p p o s i t i o n . 

There i s , t h e n , a c o n s i d e r a b l e body of l i t e r a t u r e on t h e 

b e h a v i o u r a l t h e o r y of t h e f i r m . T h i s l i t e r a t u r e i s 

summarised a t t h e end of t h e c h a p t e r where i t i s developed 

i n t o a t h e o r e t i c a l c o n c e p t u a l model. F i r s t , however, i t s 

importance and r e l e v a n c e i s i l l u s t r a t e d by d e m o n s t r a t i n g 

some of the a p p l i c a t i o n s i n which i t h a s been used. 

4-3. A p p l i c a t i o n s of B e h a v i o u r a l Theory 

Although b e h a v i o u r a l t h e o r y has never been a p p l i e d to t h e 

c o s t i n g and p r i c i n g of road f r e i g h t t r a n s p o r t , i t has been 

used i n r e l a t e d a r e a s . T h i s s e c t i o n b r i e f l y r e v i e w s some of 

the important l i t e r a t u r e on t h o s e a p p l i c a t i o n s . I t i s not 

meant to be an a l l encompassing r e v i e w , i t s purpose i s merely 

t o demonstrate t h e scope of the t h e o r y and t h e importance and 

r e l e v a n c e of i t s c o n t r i b u t i o n . 

One of the most w i d e l y a c c e p t e d a p p l i c a t i o n s of b e h a v i o u r a l 

99 



t h e o r y i s i n t h e a r e a of o r g a n i s a t i o n a l buying b e h a v i o u r 

(OBB). The l i t e r a t u r e on t h i s s u b j e c t i s now a t q u i t e an 

advanced s t a g e and f o r t h e purpose of c l a r i t y and parsimony, 

t h i s r e v i e w w i l l be c o n f i n e d t o some of t h e e a r l i e r 

c o n t r i b u t i o n s t o t h e s u b j e c t , which e f f e c t i v e l y form t he 

'core'. DBB f o c u s s e s on t h e c o m p l e x i t i e s of t h e buying 

d e c i s i o n and the r e l a t i o n s h i p betwween t h e i n t e r n a l v a r i a b l e s 

of t h e f i r m , t h e a c t i o n s i n v o l v e d i n t h e d e c i s i o n and t h e 

envi r o n m e n t a l f a c t o r s i n v o l v e d . 

A s t a t e of t h e a r t l i t e r a t u r e r e v i e w was done by Bray 

( 1 9 8 0 ) . A c c o r d i n g t o him, i t was an a r t i c l e by Webster i n 

1965, which was h i g h l y i n f l u e n c e d by C y e r t and March (1963) 

and t h e e a r l i e r b e h a v i o u r a l work as d e s c r i b e d above, t h a t 

s p a r k e d o f f much of t h e i n t e r e s t i n OBB. Webster b e l i e v e d 

t h a t s i n c e buying d e c i s i o n s were made by i n d i v i d u a l s 

f u n c t i o n i n g a s p a r t of an o r g a n i s a t i o n , t o u n d e r s t a n d t h e 

buying d e c i s i o n , both i n d i v i d u a l and o r g a n i s a t i o n d e c i s i o n 

making must be s t u d i e d . He saw t h e buying p r o c e s s a s 

c o m p r i s i n g f o u r s t a g e s , much l i k e t h a t of Simon. They were 

1) problem r e c o g n i t i o n , 2) buying r e s p o n s i b i l i t y , 3) s e a r c h 

p r o c e s s and 4) c h o i c e p r o c e s s . 

Robinson and F a r i s (1967) d i v i d e t h e buying s i t u a t i o n i n t o 

t h r e e ' b u y c l a s s e s ' ; 1) new t a s k i . e . a p u r c h a s e i s made 

based on a new s e t of c o n d i t i o n s , 2) a s t r a i g h t rebuy i - e 

a p u r c h a s e where t h e c o n d i t i o n s have not changed s i n c e t h e 

p r e v i o u s purchase and 3) a m o d i f i e d rebuy i . e - where 

c o n d i t i o n s have changed s l i g h t l y s i n c e t h e l a s t p u r c h a s e , 
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E a c h t i m e a p u r c h a s e i s a n t i c i p a t e d , t h e d e c i s i o n m a k e r s go 

t h r o u g h e i g h t ' b u y p h a s e s ' a ) r e c o g n i t i o n of t h e p r o b l e m o r 

a n t i c i p a t i o n o-f a p r o b l e m , b) d e t e r m i n a t i o n o-f t h e 

c h a r a c t e r i s t i c s and q u a n t i t y o-f t h e n e e d e d i t e m , c ) 

d e s c r i p t i o n o-f t h e c h a r a c t e r i s t i c s and q u a n t i t y o-f t h e n e e d e d 

i t e m , d) s e a r c h f o r and q u a l i f i c a t i o n o f p o t e n t i a l s o u r c e s , 

e) a c q u i s i t i o n and a n a l y s i s o f p r o p o s a l s , f ) e v a l u a t i o n o f 

p r o p o s a l s and s e l e c t i o n of s u p p l i e r s - g) s e l e c t i o n of o r d e r 

r o u t i n e s , h) p e r f o r m a n c e f e e d b a c k and e v a l u a t i o n - T h u s 

a c c o r d i n g t o R o b i n s o n and F a r i s , t h e d e c i s i o n m a k i n g p r o c e s s 

v a r i e s a c c o r d i n g t o t h e t y p e o f p u r c h a s e made and p r o c e e d s 

t h r o u g h a c o n t i n u o u s p r o c e s s o f p r o b l e m s o l v i n g - The 

d e c i s i o n m a k e r s a r e by no means g l o b a l l y r a t i o n a l and s e a r c h 

i s c o n f i n e d t o s e e k i n g s a t i s f a c t o r y o u t c o m e s -

W e b s t e r and Wind ( 1 9 7 2 ) , d i s a p p o i n t e d w i t h t h e f r a g m e n t a r y 

n a t u r e o f some of t h e p r e c e d i n g m o d e l s , p r o p o s e an i n t e g r a t e d 

model f o r d e a l i n g w i t h OBB- G r a y d e s c r i b e s t h e model a s 

" e n c o m p a s s i n g v a r i a b l e s b a s e d on t h e i n d i v i d u a l p e r s o n , t h e 

s o c i a l g r o u p , t h e o r g a n i s a t i o n and t h e e n v i r o n m e n t " . T h o s e 

who a r e i n v o l v e d i n t h e p u r c h a s e d e c i s i o n a r e d e s c r i b e d a s 

t h e ' b u y i n g c e n t r e ' and h a v e one o r more of f i v e r o l e s ; 

u s e r , i n f l u e n c e r , d e c i d e r , b u y e r and g a t e k e e p e r . V a r i a b l e s 

r e l a t i n g t o t h e b u y i n g d e c i s i o n a r e d i v i d e d i n t o t a s k ' and 

' n o n t a s k ' v a r i a b l e s , t a s k v a r i a b l e s b e i n g t h o s e d i r e c t l y 

r e l a t e d t o t h e b u y i n g t a s k ( e - g - p r i c e ) and n o n t a s k b e i n g 

t h o s e l e s s o b v i o u s l y r e l a t e d t o t h e t a s k ( e . g . m o t i v e s ) -

T h u s t h e y a r e a l l o w i n g f o r t h e i n f l u e n c e of many v a r i a b l e s 

on t h e d e c i s i o n m a k e r s and f o r p o t e n t i a l c o n f l i c t -
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S h e t h ( 1 9 7 6 ) i s c o n c e r n e d w i t h i n c l u d i n g b o t h v a r i a b l e s 

w i t h i n t h e -firm and e x t e r n a l t o t h e -firm i n h i s model. He 

s a y s t h a t t h e d e c i s i o n m a k i n g p r o c e s s w i l l d epend on -four 

c l a s s e s o-f p u r c h a s i n g s i t u a t i o n s , t h e t y p e o-f p u r c h a s e 

i n v o l v e d , t h e b u s i n e s s c l i m a t e a t t h e t i m e o-f p u r c h a s e , t h e 

r e l a t i o n s h i p b e t w e e n s p e c i - f i c i n d i v i d u a l s i n v o l v e d i n t h e 

p u r c h a s e , on b o t h b u y i n g and s e l l i n g s i d e s and t h e 

1 e g a l — p o l i t i c a l c o n s i d e r a t i o n s . 

T h i s b r i e - f e x p o s i t i o n o-f a - f r a c t i o n o-f t h e l i t e r a t u r e on OBB 

shows how b e h a v i o u r a l t h e o r y h a s b e e n a d o p t e d and a p p l i e d t o 

one s p e c i f i c a r e a . The l i t e r a t u r e s t r e s s e s t h e i m p o r t a n c e o-f 

many - f a c t o r s ( i n t e r n a l -firm v a r i a b l e s , e n v i r o n m m e n t a l 

v a r i a b l e s , t y p e o-f p u r c h a s e , r e a s o n -for p u r c h a s e , e t c . ) w h i c h 

t o g e t h e r c o m b i n e t o a-f-fect t h e way d e c i s i o n s a r e made. O t h e r 

w o r k s o-f a s i m i l a r n a t u r e i n c l u d e N i c o s i a and Mind ( 1 9 7 7 ) , 

Bonoma and J o h n s t o n ( 1 9 7 6 ) , F e r g u s o n ( 1 9 7 8 ) , O z a n n e and 

C h u r c h i l l ( 1 9 7 1 ) , Newal 1 ( 1 9 7 7 ) , Lu-f-fman ( 1 9 7 4 ) , 

Hi 1 1 i e r ( 1 9 7 5 ) and more r e c e n t l y C a r d o s o ( 1 9 8 3 ) , Crow and 

L i n d q u i s t ( 1 9 8 2 ) and Thomas ( 1 9 8 2 ) . 

F r e i g h t t r a n s p o r t modal c h o i c e i s e s s e n t i a l l y a b u y i n g 

d e c i s i o n . I t i s n o t s u r p r i s i n g , t h e r e - f o r e , t h a t work done on 

•BB h a s been a p p l i e d t o modal c h o i c e d e c i s i o n s - The - f i r s t 

s u c h l i n k was made by S a l eh and L a l o n d e i n 1972. T hey l o o k e d 

a t c a r r i e r s e l e c t i o n i n t h e U-S. u s i n g t h e ' b u y g r i d a n a l y s i s ' 

•framework o-f R o b i n s o n and F a r i s . S i x c h a r a c t e r i s i n g 

d i m e n s i o n s o-f t h e ' s t r a i g h t r e b u y ' and 'modi-fied r e b u y ' 
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l i t e r a t u r e o-f OBB and b e h a v i o u r a l t h e o r y . T h e y h y p o t h e s i s e d 

t h a t s o u r c e l o y a l t y w o u l d be s t r o n g due t o : 1) t h e low 

p r e s s u r e -for c o s t s a v i n g s due t o t h e low e s s e n t i a l i t y o-f 

t r a n s p o r t i n t e r m s o-f i t s c o n t r i b u t i o n t o t h e o r g a n i s a t i o n ' s 

o v e r a l l pro-f i t a b i 1 i t y : 2 ) t h e a l l o c a t i o n o-f t r a n s p o r t b u y i n g 

a u t h o r i t y t o a meoiber of t h e o r g a n i s a t i o n a s a s e c o n d a r y 

• f u n c t i o n ; 3) t h e d e s i r e t o r e d u c e p e r s o n a l r i s k due t o t h e 

h e a v y i n v o l v e m e n t o-f o t h e r s i n t h e t r a n s p o r t p r o c e s s ; 4) t h e 

d e s i r e o-f t h e b u y e r t o r e d u c e and s i m p l i - f y h i s work by 

r e d u c i n g t h e s e a r c h -for a l t e r n a t i v e s and d e l e g a t i n g t h e s h o r t 

t e r m p r o c u r e m e n t o-f s e r v i c e s ; 5 ) t h e i n f l u e n c e o f t h e 

c o n s i g n e e i n t h e b u y e r s ' d e c i s i o n s by s p e c i - f y i n g t h e mode o-f 

t r a n s p o r t p r e - f e r r e d ; 6) t h e a v a i l a b i l i t y o-f e x i s t i n g 

• f a c i l i t i e s whose u s e i s c o n f i n e d t o a p a r t i c u l a r mode and t h e 

ne e d f o r i n v e s t m e n t i n new f a c i l i t i e s r e q u i r e d f o r an 

a l t e r n a t i v e mode. 

T h e i r h y p o t h e s e s t h u s s t r e s s e d b o t h t h e i m p o r t a n c e of t h e 

i n d i v i d u a l and t h e s i t u a t i o n w i t h w h i c h t h e y w e r e f a c e d and 

t h u s a r e s u p p o r t i v e o f t h e b e h a v i o u r a l t h e o r y . 

B e h a v i o u r a l r e s e a r c h i n t h e a r e a s of b u y i n g and modal c h o i c e 

h a s f a r r e a c h i n g i m p l i c a t i o n s f o r m a r k e t i n g and p o l i c y 

d e c i s i o n s , and h a s made a c o n s i d e r a b l e c o n t r i b u t i o n t o t h e 

know l e d g e on d e c i s i o n m a k i n g b e h a v i o u r . The n a t u r e of t h e 

r e l a t i o n s h i p s b e t w e e n t h e v a r i o u s b e h a v i o u r i n f l u e n c i n g 

f a c t o r s a r e c l e a r l y r e c o g n i s e d e n a b l i n g b e h a v i o u r t o be 

m o d e l l e d and u s e d t o p r e d i c t r e a c t i o n s t o c h a n g e s i n 

c i r c u m s t a n c e s and c o n d i t i o n s - A s i m i l a r a p p r o a c h t o c o s t i n g 
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and p r i c i n g o-f r o a d - f r e i g h t t r a n s p o r t w o u l d be o-f e q u a l 

i m p o r t a n c e . 

4.4. Summary and c o n c e p t u a l model 

I t h a s b e e n shown a b o v e t h a t b e h a v i o u r a l t h e o r y h a s much 

t o commend i t s e l f a s a t h e o r y o-f d e c i s i o n making b e h a v i o u r 

I t s - f l e x i b i l i t y h a s been d e m o n s t r a t e d t h r o u g h i t s 

a p p l i c a t i o n t o one p a r t i c u l a r a r e a o-f b e h a v i o u r — t h a t o-f 

OBB. T h i s - f i n a l s e c t i o n s u m m a r i s e s t h e b e h a v i o u r a l 

a p p r o a c h i n a s e l f - e x p l a n a t o r y d i a g r a m m a t i c a l -form and i n 

s o d o i n g d e v e l o p s a t h e o r e t i c a l c o n c e p t u a l m o d e l . T h i s 

s t e p i s i m p o r t a n t a s i t f o r m s t h e f r a m e w o r k a g a i n s t w h i c h 

r o a d f r e i g h t t r a n s p o r t c o s t i n g a nd p r i c i n g o p e r a t i o n s c a n 

be c o m p a r e d . The r e l e v a n c e o f t h e model t o f r e i g h t 

o p e r a t i o n s w i l l be d e a l t w i t h i n t h e f o l l o w i n g c h a p t e r ; 

t h i s s e c t i o n c o n f i n e s i t s e l f s o l e l y t o t h e t h e o r e t i c a l 

a s p e c t s . 

The b e h a v i o u r a l a p p r o a c h d i s a g g r e g a t e s i n t o t h r e e l e v e l s 

of a n a l y s i s a s shown i n f i g 4.2 

lo; 



T r P r r LEVELS Z' /UJ.;LY5IS I ^ j THE BCHA7':U.n:L ;PP -C ̂ C; 
(THCCnETICAL) 

C e n t r a l P r a p o s i t i c n 

O p e r a t i o n a l Processes 

r l s t h o d o l o g i c a l Procssse, 

The c e n t r a l p r o p o s i t i o n i s t h e s o u r c e of t h e t h e o r y ; t h e 

o p e r a t i o n a l p r o c e s s e s a r e t h e d i r e c t c o n s e q u e n c e s of t h e 

c e n t r a l p r o p o s i t i o n and t h e m e t h o d o l o g i c a l p r o c e s s e s a r e 

t h e means by w h i c h t h e o p e r a t i o n a l c o n s e q u e n c e s a r e 

a c h i e v e d . P r o b a b l y t h e b e s t method of e x p l a n a t i o n i s by 

d i r e c t r e c o u r s e t o t h e b e h a v i o u r a l t h e o r y w h i c h b r e a k s 

down i n t o t h e f o l l o w i n g t h r e e l e v e l s : 
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j o a i f o r m a t i o n 

U n c ^ r t a i o t y ; 
r s d u c t i o n j 

(AC7U 

riTTi 13 a c c a l i t i o n 

bounded r a t ionality 

A s D i r a t i o n xsue^ 

Search C o n r i i c t 
r s s o l u t i o n 

C r g a n i s a t i o n o l 
a d a p t i u i t y i \ h a n d l i n g 

T h u s t h e c e n t r a l p r o p o s i t i o n of t h e b e h a v i o u r a l t h e o r y i s 

t h a t t h e f i r m i s a c o a l i t i o n o f members w i t h bounded 

r a t i o n a l i t y a s o p p o s e d t o a m o n o l i t h i c a g e n t w i t h g l o b a l 

r a t i o n a l i t y a s a s s u m e d by t h e n e o c l a s s i c i s t s . A d i r e c t 

c o n s e q u e n c e of t h e c e n t r a l p r o p o s i t i o n i s t h a t p r o f i t 

m a x i m i s a t i o n i s n o t t h e s o l e o b j e c t i v e o f t h e f i r m , n o r i s 

i t e v e n a t t a i n a b l e . I n s t e a d g o a l s a r e f o r m u l a t e d t h r o u g h a 

p r o c e s s of b a r g a i n i n g and t h e d e s i r e d l e v e l of p e r f o r m a n c e 

on t h e s e o b j e c t i v e s ( t h e a s p i r a t i o n l e v e l s ) a r e d e t e r m i n e d 

i t e r a t i v e l y . G o a l f o r m a t i o n and a s p i r a t i o n l e v e l s e t t i n g 

a r e , t h u s , t h e o p e r a t i o n a l p r o c e s s e s s i n c e t h e y p r o v i d e t h e 

r a i s o n d ' e t r e f o r t h e f i r m g i v e n t h e c e n t r a l p r o p o s i t i o n . 

The a c t u a l l e v e l s of a c h i e v e m e n t a r e a f u n c t i o n o f t h e 

w o r k i n g s of t h e m e t h o d o l o g i c a l p r o c e s s e s w h i c h a r e a l s o an 

i n p u t i n t o t h e o p e r a t i o n a l p r o c e s s e s . M e t h o d o l o g i c a l 

p r o c e s s e s a r e t h e day t o day work p r o c e s s e s a n d , e x c e p t f o r 

i n f o r m a t i o n h a n d l i n g , c o r r e s p o n d t o C y e r t and M a r c h s ' 
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r e l a t i o n a l c o n c e p t s . 

E a c h of t h e p r o c e s s e s i s d e s c r i b e d i n more d e t a i l i n 

d i a g r a m m a t i c a l f o r m i n t h e f o l l o w i n g p a g e s . The s e c t i o n 

c u l m i n a t e s i n a f l o w t y p e d i a g r a m w h i c h d e p i c t s t h e 

i n t e r r e l a t i o n s h i p s b e t w e e n t h e v a r i o u s c o n s t i t u e n t b l o c k s . 

The d i a g r a m d i f f e r s somewhat f r o m t h e u s u a l f l o w d i a g r a m i n 

t h a t i t d e p i c t s f l o w s of d i f f e r e n t l e v e l s o f a n a l y s i s . 

However, d e s p i t e t h i s , i t s e r v e s t h e u s e f u l p u r p o s e of 

b r i n g i n g t o g e t h e r t h e v a r i o u s a s p e c t s and e n a b l i n g t h e 

e x p o s i t i o n o f t h e o v e r a l l p i c t u r e . T h i s f o r m s t h e 

c o n c e p t u a l model. 
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CHAPTER 5 -

RELATING DPERATDRS' COSTING AND P R I C I N G METHODS AND 

APPROACHES TO BEHAVIOURAL THEORY, RES U L T S FROM AN IN-DEPTH 

SURVEY OF 18 FIRMS-

5.1 I n t r o d u c t i o n 

The m a j o r g a p s i n t h e k n o w l e d g e of r o a d f r e i g h t t r a n s p o r t 

o p e r a t i n g c o s t s h a v e b e e n i d e n t i f i e d i n t h e p r e v i o u s 

c h a p t e r s , a l o n g w i t h t h e p o t e n t i a l r e l e v a n c e o f t h e 

b e h a v i o u r a l t h e o r y t o t h i s a r e a . T h e p u r p o s e of t h i s 

c h a p t e r i s t o g a i n a t h o r o u g h u n d e r s t a n d i n g o f t h e c o s t i n g 

and p r i c i n g methods and a p p r o a c h e s u s e d by r o a d f r e i g h t 

t r a n s p o r t o p e r a t o r s and t o d i s c o v e r t h e e x t e n t t o w h i c h 

t h e y a r e s u p p o r t i v e o f t h e b e h a v i o u r a l t h e o r y . T h e c h a p t e r 

i s , t h u s , an e x p l o r a t o r y c h a p t e r . I t s t a r t s w i t h a 

d e s c r i p t i o n o f t h e r e s e a r c h method u s e d and o u t l i n e s t h e 

a d v a n t a g e s of t h i s m e t h o d o l o g y f o r t h i s p a r t i c u l a r s t u d y . 

I t t h e n c o n t i n u e s by g i v i n g an e x p o s i t i o n o f t h e r e s u l t s 

o b t a i n e d . A d i s c u s s i o n o f t h e a p p l i c a b i l i t y of t h e s e 

r e s u l t s t o b e h a v i o u r a l t h e o r y f o l l o w s i n t h e t h i r d s e c t i o n . 

I t i s shown t h a t o p e r a t o r s ' a p p r o a c h e s t o c o s t i n g and 

p r i c i n g a r e c o n s i s t e n t w i t h t h e t h e o r y . T h e c h a p t e r 

c o n c l u d e s by p r o p o s i n g a model o f t h e d e t e r m i n a t i o n of 

c o s t s and p r i c e s b a s e d on t h e b e h a v i o u r a l t h e o r y and t h e 

o b s e r v a t i o n s made-
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5-2 R e s e a r c h Method 

In o r d e r t o a c h i e v e a d e t a i l e d u n d e r s t a n d i n g o-f road 

f r e i g h t t r a n s p o r t o p e r a t i o n s and s p e c i f i c a l l y o-f t h e 

c o s t i n g and p r i c i n g methods used, a q u a l i t a t i v e p r e l i m i n a r y 

s t u d y was n e c e s s a r y . A c c o r d i n g t o Chadwick e t a l ( 1 9 8 4 ) , 

the g e n e r a l advantages o-f a q u a l i t a t i v e t y p e approach i s 

t h a t i t : 

1. i n v o l v e s o b s e r v a t i o n o-f b e h a v i o u r i n i t s n a t u r a l s e t t i n g 

A r e s e a r c h e r d e a l s w i t h s u b j e c t s and t h e i r w orld; 

2. a i d s u n d e r s t a n d i n g o-f t h e i n t e r v i e w e e ' s w o r l d , 

3- i s more f l e x i b l e ; t h e l i n e of a t t a c k can be changed-

Thus, q u a l i t a t i v e r e s e a r c h i s d e s i g n e d "more t o d e t e r m i n e 

'what t h i n g s e x i s t ' than t o d e t e r m i n e how many such t h i n g s 

t h e r e a r e . " (Walker 19S5). As t h i s was an e x p l o r a t o r y 

e x e r c i s e , i t was answers t o t h e s e 'what' and 'why' t y p e 

q u e s t i o n s t h a t were of paramount importance. A p o s t a l 

s u r v e y , although advantageous on c o s t and time grounds, 

would have been i m p r a c t i c a l f o r t h i s purpose. P r e c i s e 

d e t a i l of t h e d a t a r e q u i r e d was not known i n advance, nor 

was i t known how much i n f o r m a t i o n t r a n s p o r t p r o v i d e r s would 

v o l u n t e e r on such s e n s i t i v e i s s u e s a s c o s t i n g and p r i c i n g . 

F u r t hermore, a p o s t a l s u r v e y would not have p r o v i d e d 

i n f o r m a t i o n on the approaches and r e a s o n s f o r o p e r a t o r s ' 

a c t i o n s . In o r d e r to r e l a t e c o s t i n g and p r i c i n g t o 

b e h a v i o u r a l t h e o r y , i t was n e c e s s a r y to g a i n an 

u n d e r s t a n d i n g of the d e c i s i o n — m a k i n g p r o c e s s , not s o l e l y t o 
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o b t a i n answers t o s p e c i - f i c q u e s t i o n s - T h i s c o u l d o n l y 

r e a l l y be a c h i e v e d by o b s e r v a t i o n s o-f and i n t e r v i e w s w i t h 

o p e r a t o r s i n t h e i r work environment. 

Although much v a l u a b l e in-farmation can be o b t a i n e d -from 

an i n t e n s i v e s t u d y o-f t h e d e c i s i o n making p r o c e s s o-f a 

s i n g l e -firm, t h e n a t u r e o-f b e h a v i o u r a l t h e o r y s u g g e s t s t h a t 

the o p e r a t i o n s o-f s e v e r a l -firms needed t o be ob s e r v e d , a s 

each f i r m was l i k e l y to have a di-f-ferent method o-f 

approach. I t was c o n s i d e r e d t h a t an a p p r o p r i a t e range 

c o u l d be obs e r v e d by v i s i t i n g about 20 -firms, d i v i d e d 

e q u a l l y between h i r e or reward and own ac c o u n t . T h i s 

number was a l s o c o m p a t i b l e w i t h t h e tim e and budget 

c o n s t r a i n t s o-f t h e p r o j e c t . 

F r e i g h t t r a n s p o r t s t u d i e s o-f t h i s n a t u r e ( i . e . s h o r t but 

d e t a i l e d s t u d i e s o-f a s m a l l number o-f -firms) have a l s o 

been c a r r i e d out by Cook ( 1 9 6 7 ) , P a t t e r s o n and May ( 1 9 8 1 ) , 

Cooper and Doganis ( 1 9 8 2 ) , Cooper and Doganis ( 1 9 8 5 ) , 

Rowley e t a l ( 1 9 8 3 ) , Glover (1983) and P i k e (1982) 

A c r o s s s e c t i o n o-f o p e r a t o r s , whose names and a d d r e s s e s 

were p r o v i d e d by the Road Haulage A s s o c i a t i o n and the 

F r e i g h t T r a n s p o r t A s s o c i a t i o n , were c o n t a c t e d by t e l e p h o n e 

and p r e l i m i n a r y v i s i t s were made t o a c q u a i n t them w i t h t h e 

v a l u e o-f the proposed work and the in-formation r e q u i r e d . A 

micro computer was taken on each v i s i t - Many o-f the -firms 

a t t h i s time had no computer (or a t l e a s t were o n l y u s i n g 
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them -for a d m i n i s t r a t i v e p u r p o s e s ) and were i n t e r e s t e d t o 

s e e what -functions i t c o u l d per-form and how i t c o u l d h e l p 

them- A d i s p l a y o-f t h e a d v a n t a g e s o-f a s i m p l e s p r e a d s h e e t 

package helped t o e l i c i t t h e good w i l l of t h e o p e r a t o r s and 

s t r e s s e d the p o t e n t i a l -for mutual bene-fit-

E i g h t e e n o p e r a t o r s agreed t o c o o p e r a t e w i t h the r e s e a r c h . 

The support o-f t h e FTA and t h e RHA was p a r t i c u l a r l y 

i n - f l u e n t i a l i n t h e i r d e c i s i o n s t o do s o . 

The o p e r a t o r s chosen d i d not c o n s t i t u t e a r e p r e s e n t a t i v e 

sample. Given t h e t a s k a t hand and t h e s e n s i t i v i t y o-f t h e 

s u b j e c t m a t t e r , i t seemed prudent t o c o n t a c t o p e r a t o r s who 

were recommended by t h e two p r o f e s s i o n a l b o d i e s a s being 

- f r i e n d l y and c o o p e r a t i v e , r a t h e r than t o o b t a i n a 

r e p r e s e n t a t i v e sample but o b t a i n l i t t l e c o o p e r a t i o n and, 

there-fore, l i t t l e in-formation. Again t h i s -follows the 

approaches o-f most o-f the s t u d i e s r e - f e r r e d t o above. 

There a r e two main s o u r c e s o-f b i a s a s s o c i a t e d w i t h t h i s 

approach. F i r s t , s i n c e t h e r e s e a r c h o n l y i n c l u d e d 

' r e s p e c t a b l e and pro-f e s s i onal ' o p e r a t o r s recommended by t h e 

RHA and FTA, l i t t l e would be seen o-f t h e 'cowboy' element 

so o-ften a l l u d e d to- Second, t h e -firms recommended were 

a l l l a r g e r than t h e average o p e r a t o r . S i n c e the study was 

mostly e x p l o r a t o r y , however, t h e s e b i a s e s a r e not o-f g r e a t 

importance- The o p e r a t o r s s t i l l -formed a good c r o s s 

s e c t i o n , c a r r y i n g a wide range o-f p r o d u c t s , -from beer to 

c o n c r e t e - The s i z e o-f t h e -firms i n terms o-f numbers o-f 

119 



o-f-fice sta-f-f employed i n t h e t r a n s p o r t d epartments, numbers 

and s i z e s o-f v e h i c l e s and a c t i v i t i e s c o v e r e d , a r e shown i n 

t a b l e 5.1 along w i t h t h e major p r o d u c t s c a r r i e d . 

The s o u r c e s o-f b i a s r e - f e r r e d t o above a r e s p e c i f i c t o t h i s 

p r o j e c t - Q u a l i t a t i v e r e s e a r c h i n g e n e r a l i s open t o many 

oth e r s o u r c e s o-f b i a s i n d a t a c o l l e c t i o n due t o both t he 

i n t e r v i e w e e and t h e i n t e r v i e w e r . McCal1 (1960) s t a t e s t h a t 

t h e r e a r e s i x major - f a c t o r s r e l a t i n g t o t h e i n t e r v i e w e e to 

be aware o-f: 

a) K n o w l e d g e a b i 1 i t y - d i d r e s p o n d e n t s g i v e d i r e c t , 

f i r s t h a n d knowledge? I s t h e r e con-fidence i n h i s 

ob j e c t i v i t y ? 

b) R e p e r t o r i a l a b i l i t y - was t h e i n t e r v i e w e e 

p r o p e r l y a b l e t o e x p r e s s h i m s e l f w e l l , i n d e t a i l , and on 

i s s u e s which may seem o b v i o u s t o h i m s e l f ? 

c ) R e a c t i v e e f f e c t s of t h e i n t e r v i e w s i t u a t i o n - d i d 

the i n t e r v i e w e e seem s t r a i n e d ? - d i d he w i t h o l d d a t a ? 

d) U l t e r i o r m o t i v e s - was t h e i n t e r v i e w e e t r y i n g t o 

r a t i o n a l i s e or s l a n t t h e r e s u l t s ? 

e) B a r s to s p o n t a n e i t y — d i d t h e i n t e r v i e w e e seem over 

a n x i o u s about t h e p o s s i b i l i t y of being o v e r h e a r d ? 

f ) i d i o s y n c r a t i c f a c t o r s - s u b j e c t ' s immediate mood, 

d r i n k e t c -

Chadwick e t a l (1984) add, r e l a t i n g t o t h e i n t e r v i e w e r and 

co n c e r n i n g the o b s e r v a t i o n a l element: 

1) t h e s h e e r inadequacy of human s e n s e organs-
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TABLCS . 1 . 
Size o r r i s n s I N THC SARPLE I N TERnS OF .VUnSEHS Of VEHiaES, aCTiy iT iES o r r iRns AND .MnBEHS 

o r tlHlTE CQLLflR OnPLOYEES 

FIRM No. O f f i c e s t a f f 
t r a n s p o r t 

in Number and w e i g h t s o f 
v e h i c l e s 

A c t i v i t i e s o f f i r m s Main p r o d u c t 
h a u l e d 

H i r e o r rewa r d 

I 3 4 X 3 2 t a r t i c s on g e n e r a l 
h a u l a g e 
22 X 7 . 5 t ( d i s t r i b u t o r ) 
M X 3 . 5 t ( c o n t r a c t e d ) 
3 v a r i o u s 

H a u l a g e , d i s t r i b u t i o n , 
r e n t a l , c o n t r a c t 
h i r e , s t o r a g e , 
g a r a g e * and d i e s e l s a l e s 

S e e r , t i m o e r ana 
s t e e l o r o d u c t s 

2 5 7 X 32 t a r t i c s 
9 v a r i o u s 

H a u l a g e , s t o r a g e , 
cement w o r k s , t r a i n i n g 
s c h e m e , d e r v s a l e s 

T e l e v i s i o n s . 
cement 

3 I S 17 X 38t a r t i c s 
9 X 3 t t a r t i c s 
• 36 o t h e r s 
23 X 3 2 t a r t i c s ( r e n t a l s ) 

H a u l a g e , g a r a g e , d e r v 
s a l e s , c o n t r a c t h i r e , 
f o r e c o u r t 

Q u a r r y m a t e r i a l s 

4 2 4 X 3 2 t a r t i c s 
2 X 38 t a r t i c s 
2 o t h e r s 

H a u l a g e F r u i t and v e g e t a o l e s 
m a c h i n e r y 

5 4 17 X 32 t a r t i c s H a u l a g e , g a r a g e C h i m n e y s 

6 3 5 X 32 t a r t i c s 
1 X 3 8 t a r t i c s 
1 X 36 t a r t i c 
^ o t h e r s 

H a u l a g e , g a r a g e S t e e l , c o n s t r u c t ion 
p l a n t 

7 4 15 X 3 8 t a r t i c s 
7 X 3 2 t a r t i c s 
12 o t h e r s 

H a u l a g e , s t o r a g e , 
d i s t r i b u t i o n 

T i n n e d f o o d , 
d a i r y p roduce 

3 7 7 X 38t a r t i c s 
3 X 32 t a r t i c s 
3 X 30 t r i g i d s 
10 v a r i o u s 

H a u l a g e , s t o r a g e , 
d i s t r i b u t i o n . 
d e r v s a l e s 

C o a l . s a n d , t o y s 

9 3 51 X 32 t a r t i c s 
8 X 3 8 t a r t i c s 
58 X 16t r i g i d s 

H a u l a g e , d i s t r i b u t i o n , 
g a r a g e 

M i l k , o i l 

' G a r a g e i n t h i s t a b l e means r e o a i r i n g o t h e r v e h i c l e s a s w e l l a?. t h e i r own. 
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FIRM No o f o f f i c e 
t r a n s p o r t 

S t a f f in Number and w e i g h t s o f 
v e h i c l e s 

A c t i v i t i e s o f f i r m s Main p r o d u c t 
h a u l e d 

Own a c c o u n t 

10 4 22 X 38 tonne a r t i c s 
5 X 32 tonne a r t i c s 
2 X 16 tonne r i g i d s 
9 X 3 . 5 t o n n e r i q i d s 

P r o d u c e r and d i s t r i b u t o r 
o f a l c o h o l i c d r i n V s 

A l c o h o l i c o r i n k s 

11 1 2 X 38 tonne a r t i c s 
1 X 32 tonne a r t i c 
1 X 24 tonne r i g i d 
4 X 16 tonne r i g i d 

C a t c h f i s h , buy f i s h 
and d i s t r i b u t e i t 

F i s h 

12 4 I X 38 tonne a r t i c 
12 X 30 tonne r i g i d s 
1 X 30 tonne a r t i c 
4 X 28 tonne r i g i d s 
4 X 24 tonne r i g i d s 
3 c o n c r e t e m i x e r s 
+ o t h e r s 
I T 

Q u a r r i e r s , r o a d 
c o n s t r u c t i o n and 
h i r e r s o f fa rm s p r e a d i n g 
equ ipment 

S tone 

13 4 12 X 30 tonne a r t i c s 
17 X 10 tonne v e h i c l e s 

P r o d u c e r s and 
d i s t r i b u t o r s o f 
a l c o h o l i c b e v e r a g e s . 
Ga r a g e . 

B e e r 

14 4 19 X 32 tonne a r t i c i 
5 X 24 tonne r i g i d s 
• many d e l i v e r y v a n s 

n j u u l I H h l f r a C t U r e r r Pood 

15 3 I X 32 tonne a r t i c 
5 X 30 tonne r i g i d s 
5 X 24 tonne r i g i d s 
^ X 16 tonne r i g i d 

P r o d u c e r s o f a n i m a l 
f o o d s t u f f s 

Animal f o o d s t u f f s 

16 4 9 X 32 tonne d r a w b a r s M a n u f a c t u r e h a z a r d o u s 
c h e m i c a l s f o r h o u s e h o l d / 
b u s i n e s s u s e 

C h e m i c a l s 

17 2 3 X 32 tonne a r t i c s 
26 X 16 tonne r i g i d s 

P r o d u c e b e e r and 
d i s t r i b u t e many t y p e s 
o f a l c o h o l 

B e e r 

18 A o p r o x . 
14 • 4 X 38 tonne a r t i c s 

^2 X 32 tonne a r t i c s 
56 X t i p p e r s ( v a r i o u s w e i g h t s ) 

Q u a r r i e r s , 
e n g i n e e r i n g , g a r a g e , 
d e r v s a l e s , b o d y b u i l d e r s , 
w a s t e d i s p o s a l and 

Q u a r r y m a t e r i a l s , 
m a c h i n e r y ^nd c o a l 
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Observer -fatigue and boredom- A l s o t h e o b s e r v e r may 

m i s i n t e r p r e t what i s observed b e c a u s e o n l y p a r t o-f 

the s i t u a t i o n i s v i s i b l e -

2) s e l e c t i v e p e r c e p t i o n i . e . c e r t a i n phenomena a r e 

sensed more than o t h e r s . 

3) s e n s e s a r e poor i n s t r u m e n t s f o r making co m p a r i s o n s 

because t h e y a d j u s t t o c o n d i t i o n s , e.g. you get used t o 

t h i n g s and f a i l t o n o t i c e t h e i r s i g n i f i c a n c e . 

4) our s e n s e s do not a c t i n d e p e n d e n t l y of our p a s t 

e><peri e n c e s . 

5) t h e v e r y p r o c e s s of o b s e r v a t i o n may i n f l u e n c e t h e 

phenomena t h a t a r e being observed-

The Open U n i v e r s i t y (1979a) s t a t e s t h a t the o b s e r v e r 

must be aware of t h e f o l l o w i n g f a c t o r s : 

1) t h e i r own d r e s s - t h e y must d r e s s to g a i n t h e i r 

t r u s t and r e s p e c t -

2) d i f f e r e n c e s i n approaches because of s e x , c l a s s , or 

c u l t u r e -

3) d i f f i c u l t i e s a r i s i n g b e c a u s e f r i e n d s h i p s develop-

4) problems of when and where to t a k e n o t e s . 

Thus, t h e r e a r e many p o t e n t i a l p i t f a l l s of which to be 

aware when c o n d u c t i n g q u a l i t a t i v e r e s e a r c h . Awareness of 

the e x i s t e n c e of the problems i s p r o b a b l y the most 

e f f e c t i v e way of overcoming them. O b v i o u s l y , t h e r e w i l l 

a lways be b i a s , i n t e n d e d or u n i n t e n d e d , but a t l e a s t w i t h 

an awareness of i t , i t can be minimised-
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V i s i t s l a s t i n g between two and -four d a y s , o-ften 

i n v o l v i n g o v e r n i g h t s t a y s , were made t o each o-f t h e 

e i g h t e e n f i r m s over a p e r i o d of s i x months. Each v i s i t 

resembled a mini f i e l d w o r k t r i p , which t h e Open 

U n i v e r s i t y 1979b) d e s c r i b e s a s " o b s e r v a t i o n of t h e c u l t u r e 

i n i t s n a t u r a l h a b i t a t . T h i s i n v o l v e s l e a r n i n g t h e 

language of t h e people and t a l k i n g a t l e n g t h t o a v a r i e t y 

of i n f o r m a n t s i n a n a t u r a l c o n v e r s a t i o n . " Each v i s i t 

l a s t e d as long a s i t took t o o b s e r v e t h e a c t u a l p r o c e s s of 

c o s t i n g and p r i c i n g and t o i n t e r v i e w a l l t h e r e l e v a n t 

d e c i s i o n makers. T h i s p a r t l y depended on t h e s i z e of t h e 

f i r m , a s t h i s d i c t a t e d t h e range of a c t i v i t i e s t o o b s e r v e 

and t h e number of people to i n t e r v i e w . I n t e r v i e w s w i t h 

and o b s e r v a t i o n s of a p p r o x i m a t e l y s i x t y d e c i s i o n makers i n 

the a r e a s of c o s t i n g and p r i c i n g and r e l a t e d a r e a s were 

conducted. 

I n t e r v i e w s can be p l a c e d on a continuum between s t u c t u r e d 

and e x p l o r a t o r y , though a s Walker (1985) s t a t e s 'no 

i n t e r v i e w w i l l e v e r be t o t a l l y u n s t r u c t u r e d because t h e 

i n t e r v i e w e r a p p r a i s e s t h e meaning of emerging d a t a f o r h i s 

problem and u s e s t h e r e s u l t i n g i n s i g h t s t o p h r a s e q u e s t i o n s 

t h a t w i l l f u r t h e r develop t h e i m p l i c a t i o n s of t h e s e d a t a . ' 

The i n t e r v i e w s conducted were of an e x p l o r a t o r y n a t u r e 

which Chadwick e t a l <19B4) d e s c r i b e as 'a s i t u a t i o n where 

the r e s e a r c h e r has some r a t h e r s p e c i f i c t o p i c s t h a t a r e t o 

be covered and t h e s e a r e i n c l u d e d i n an i n t e r v i e w guide. 

However, the e x a c t manner i n which t h e q u e s t i o n s a r e asked 
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and t h e i r sequence a r e determined i n t h e c o u r s e of the 

i n t e r v i e w i t s e l f - t h e guide i s used t o make s u r e t h a t a l l 

of t h e i s s u e s of c o n c e r n r e c e i v e a t t e n t i o n d u r i n g t h e 

c o u r s e of t h e enc o u n t e r but t h e i n t e r v i e w i t s e l f r e m a i n s 

u n s t r u c t u r e d - ' T h i s d e s c r i b e s p r e c i s e l y t h e method used. 

The i n t e r v i e w g uide c o n s i s t e d of a l i s t of a p p r o x i m a t e l y 

40 q u e s t i o n s ( s e e appendi;; 2) t o which, d u r i n g t h e p e r i o d 

of t h e v i s i t , answers were sought. 

Although t he time tak e n t o g a i n a c c e p t a n c e and t r u s t 

v a r i e d between f i r m s , a l l t h e o p e r a t o r s were e x t r e m e l y 

c o o p e r a t i v e , p r o v i d i n g a l l t h e i n f o r m a t i o n r e q u i r e d and 

g e n e r a l l y a l l o w i n g a c c e s s t o any documentation d e s i r e d -

The o n l y problem e n c o u n t e r e d was t h a t some of t h e o p e r a t o r s 

d i d not wish f o r documents c o n t a i n i n g r a t e s and c o s t s t o be 

photocopied. 

5.3 R e s u l t s 

5.3.1 C o s t i n g 

The t r a n s p o r t p r o v i d e r s had a v a r i e t y of methods of 

c o s t i n g , r a n g i n g from t h e p r a c t i c a l l y n o n - e x i s t e n t t o t h e 

q u i t e e l a b o r a t e . The f i r s t s t e p i n a thorough c o s t i n g 

system i s a c o s t framework w i t h i n which t o work, c o n s i s t i n g 

of a l i s t of s t a n d i n g and r u n n i n g c o s t s . I f no such 

framework e x i s t s , i t can be assumed t h a t no formal c o s t i n g 
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i s done- T h i r t e e n of t h e e i g h t e e n f i r m s used a c o s t 

framework. Those who d i d not gave a v a r i e t y of r e a s o n s f o r 

not doing so, as shown i n t a b l e 5.2-

The main r e a s o n o f f e r e d by t h e H/R o p e r a t o r s f o r doing no 

c o s t i n g s was t h a t t h e y c o u l d not o b t a i n t h e r a t e s i m p l i e d 

by t h e c o s t s . They r e g a r d e d t h e market a s a consumer's 

market and b e l i e v e d t h a t u n l e s s t h e economic c l i m a t e 

improved, t r a n s p o r t u s e r s would a l w a y s be a b l e t o d i c t a t e 

r a t e s . As the y c o u l d s e e no r e a s o n f o r c a l c u l a t i n g c o s t s 

o t h e r than f o r s e t t i n g r a t e s , t h e y r e g a r d e d c o s t i n g a s a 

time-consuming waste of e f f o r t . A d d i t i o n a l l y , many h a u l i e r s 

had e n t e r e d t h e market because t h e y e n j o y e d t h e p r a c t i c a l 

s i d e of t r a n s p o r t . The c o s t i n g p r o c e s s was d i s l i k e d 

b e cause of i t s a d m i n i s t r a t i v e n a t u r e -

The main r e a s o n o f f e r e d by the Q/A o p e r a t o r s f o r doing no 

c o s t i n g s was t h a t s e r v i c e t o t h e i r c u s t o m e r s was the 

p r i n c i p a l concern and would have t o be p r o v i d e d 

i r r e s p e c t i v e of c o s t s . C o s t i n g was, t h e r e f o r e , i r r e l e v a n t -

O p e r a t o r s who d i d no formal c o s t i n g s n e v e r t h e l e s s b e l i e v e d 

they had an a c c u r a t e knowledge of t h e i r c o s t s - They c o u l d 

quote c o s t s per m i l e f o r a l l t h e v a r i o u s v e h i c l e s i n t h e i r 

f l e e t - When asked t h e i r o p i n i o n s on c o s t i n g , a t y p i c a l 

r e p l y was 'my f l e e t i s s m a l l enough to keep a c l o s e eye on-

I know which v e h i c l e s a r e t h e heavy derv consumers and 

which r e q u i r e a l o t of maintenance.' Thus, c o s t i n g of a 

kind was done, but i t was v e r y 'rough and ready'-
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TABLC 9 . 2 

-incase.'JS rod fCT USI4C a COST FRflPIDJORK BY QPEHATOHS IN THE SAMPLE 

FIRM R e a s o n f o r n o n - u s e 

H i r e o r r e w a r d 

4 C o s t i n g p o i n t l e s s b e c a u s e c a n n o t g e t r a t e s t h a t the 
c o s t s i m p l y . E x p e r i e n c e more u s e f u l than c o s t s . 
F l e e t s m a l l enough to keep c l o s e w a t c h on a n y w a y . 
D i s l i k e o f p a p e r w o r k . Main c u s t o m e r s d i c t a t e r a t e s 
t h e r e f o r e l i t t l e u s e in knowinq c o s t s . 

C o s t i n g p o i n t l e s s and t ime c o n s u m i n g . R a t e s 
depend on what m a r k e t w i l l b e a r and t h e r e i s no 
o t h e r r e a s o n f o r d o i n g c o s t s . D i f f i c u l t to c o s t 
s p a r e s b e c a u s e a s t h e s t o c k g e t s o l d e r t h e r e i s 
no way o f c o s t i n g i t a c c u r a t e l y . 

I n s u f f i c i e n t t ime o r s t a f f to do c o s t i n g s a l t h o u g h 
r e c o g n i s e t h e a d v a n t a g e s o f d o i n g t h a t . W i l l 
s t a r t i n t h e n e a r f u t u r e . 

Own a c c o u n t 

n 

12 

F l e e t s m a l l enough to keep an eye o n . Have enough 
a d m i n i s t r a t i o n to do w i t h o u t a d d i t i o n a l work 
g e n e r a t e d by c o s t i n g s . Would no t know what to do 
w i t h them e v e n i f t h e y were d o n e . T r a n s p o r t i s a 
s e r v i c e to t h e p r o d u c t and so c o s t i n g s a r e p o i n t l e s s 

T r a n s p o r t i s a s e r v i c e t o t h e p r o d u c t s o c o s t i n g s 
a r e n o t n e c e s s a r y . A l s o t h e r e i s i n s u f f i c i e n t t ime 
C a n n o t s e e a n y a d v a n t a g e in c o s t i n g b e c a u s e the 
company a s a who le i s p r o f i t a b l e . 
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A l l of t h e o p e r a t o r s who d i d no c o s t i n g s were 

owner—managed and employed m o s t l y f a m i l y members. They 

were a l s o a l l w e l l - e s t a b l i s h e d f i r m s , w i t h a l l but one i n 

i t s second or t h i r d g e n e r a t i o n . 

T h i r t e e n o p e r a t o r s c a l c u l a t e d c o s t s f o r m a l l y . In most 

c a s e s , one i n d i v i d u a l was r e s p o n s i b l e f o r c o l l e c t i n g t h e 

c o s t s from t h e v a r i o u s s o u r c e p o i n t s i n t h e f i r m and 

e n t e r i n g them i n t o a c o s t framework. The c o m p o s i t i o n of the 

c o s t frameworks used and t h e d e t a i l of t h e i r c a s t i n g s 

v a r i e d tremendously between f i r m s . The c o m p l e x i t y of t h e 

c o s t i n g methods used i s shown i n f i g 5.1 which has f o u r 

p a r t s : (a) t h e c o m p o s i t i o n of t h e c o s t frameworks (b) 

t h e v a r i a t i o n s i n methods of c a l c u l a t i o n of one c o s t 

element — d e p r e c i a t i o n (c) t h e l e v e l of d e t a i l i n t h e 

c o s t i n g methods used, and (d) t h e a l l o c a t i o n of f i x e d 

c o s t s amongst t h e v e h i c l e s f o r c o s t i n g p urposes. 

F i g 5.1 (a) shows t h a t t h e r e were both v a r i a t i o n s and 

s i m i l a r i t i e s i n the c o m p o s i t i o n of t h e c o s t frameworks used 

by o p e r a t o r s . A l l i n c l u d e d b a s i c c o s t e lements s u c h a s 

wages, maintenance, f u e l and t y r e s - Only two a c c o u n t e d f o r 

i n f l a t i o n and o n l y one i n c l u d e d i n t e r e s t . O v e r a l l , t h e H/R 

c o s t frameworks were more comprehensive than t h o s e used by 

0/A f i r m s , a l t h ough t h e r e were e x c e p t i o n s - I n 

s e v e r a l c a s e s , 0/A o p e r a t o r s ' frameworks c o n s i s t e d o n l y 

of r unning c o s t s and even t h e n , o i l was r a r e l y i n c l u d e d -

Running c o s t s were o f t e n c a l c u l a t e d i n an ad hoc manner and 

12B 



TABLE *j.1a 

conPosiTiofj or COST rHanEii^owKS 

F I R M / 
ITEM 

1 2 

H i r 

3 

e o r 

4 
rewai 

5 
d 

6 7 8 9 10 11 12 

0 

u 
n ac 

14 
o u n t 

15 16 17 18 

L i c e n s e s * • • « • • * • • 
V e h i c l e h i r e * • • * 
I n s u r a n c e * • • * • * * • 
D e p r e c i a t i o n • • • • • 
G a r a g e wages * • • > • • * • 
D r i v e r s ' wages • • • * • • » • • • 
O v e r h e a d s (non 

- i f l f i L i t i c ) * • -— • * • • — I n t e r e s t 
-— 

* • — 
Equipment * * 
I n f l a t i o n • 
T r a i n i n g l e v y 

N a t i o n a l I n s u r a n c e 

A d m i n i s t r a t i o n * • • 
F u e l • • • • • * • • • • • 
O i l • > > * 

( 2 ) • • 
T y r e s • • • * ( 2 ) • • • 
M a i n t e n a n c e 

f 

• * • • • • ( 2 ) • • • • 
A c c i d e n t s * « • 

TAaE 5.1b 

OEPHCCIATION ngHUD USED 

F I R M / 
METHOD 

1 2 

H i r 

3 

e o r 

4 

r e war 

5 

d 

6 7 8 9 10 11 12 

0 

13 

m a c 

14 

:ount 

15 16 17 , 8 

• T r a c t o r s o v e r 7 y r s • * • * 8 / r s 

T r a c t o r s o v e r 5 y r s • 
* • 

T r a i l e r s o v e r 5 y r s • 

T r a i l e r s o v e r 7 y r s • • • • 

T r a i l e r s o v e r 10 y r s * • 
| R i g i d s o v e r 8 y e a r s • • 5 J 
S t r a i g h t 1 i n e b a s i s • • • • * r 

Reduced b a l a n c e • 

' C u r r e n t c o s t b a s i s • • r 

• H i s t o r i c c o s t b a s i s • * • -
R e s i d u a l v a l u e 12}% • 

' R e s i d u a l v a l u e o t h e r ­
w i s e > • 

No r e s i d u a l v a l u e • • > 

• 1 1 Unknown • • • • 
• 1 1 

V e h i c l e s h i r e d • • 
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were not c o l l a t e d i n t o a framework to show t h e t o t a l 

r u n n i n g c o s t s of each v e h i c l e . The f i r m u s i n g a 

comprehensive framework and, t h e r e f o r e , doing d e t a i l e d 

c o s t i n g s , was t h e e x c e p t i o n r a t h e r than t h e r u l e . 

F i g 5.1 (a) does not f u l l y i l l u s t r a t e t h e e x t e n t of t h e 

d i f f e r e n c e s i n c o s t i n g between f i r m s . Many i t e m s i n the 

c o s t framework were t r e a t e d d i f f e r e n t l y i n d i f f e r e n t f i r m s 

D e p r e c i a t i o n i s an obv i o u s example of t h i s a s shown by f i g 

5.2 ( b ) . Appendix 3 b r i e f l y d e s c r i b e s t h e v a r i o u s methods 

of d e p r e c i a t i o n used. There a r e t h r e e e l e m e n t s of 

d e p r e c i a t i o n worth c o n s i d e r i n g from t h e c o s t v i e w p o i n t : 

1) t h e book l i f e g i v e n t o t h e v e h i c l e 2) t h e r e s i d u a l 

v a l u e of t h e v e h i c l e 3) t h e method of c a l c u l a t i o n . 

Most of t h e f i r m s d e p r e c i a t e d t h e i r v e h i c l e s over a 

seven y e a r p e r i o d , though some used a f i v e y e a r p e r i o d f o r 

t h e i r t r a c t o r s - The G/A f i r m s tended t o u s e a f i v e y e a r 

d e p r e c i a t i on p e r i od-

Because of t h e u n c e r t a i n t y of t h e second-hand market f o r 

goods v e h i c l e s , r e s i d u a l v a l u e was r a r e l y c a l c u l a t e d on an 

i n d i v i d u a l v e h i c l e b a s i s . A common p o l i c y was t o assume 

t h a t a l o r r y would f e t c h 12:^ of i t s p u r c h a s e p r i c e a t the 

end of i t s l i f e - Another common p o l i c y was t o assume no 

r e s i d u a l v a l u e a t a l l - T h i s was done 'to be on t h e s a f e 

s i d e ' . 

A mix t u r e of s t r a i g h t - l i n e and r e d u c i n g b a l a n c e methods 
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of c a l c u l a t i o n were used by t h e o p e r a t o r s . Some t r a n s p o r t 

managers used a d i f f e r e n t method of d e p r e c i a t i o n from 

t h e i r a c c o u n t a n t s - T r a n s p o r t managers tended t o u s e the 

e a s i e r , but a r g u a b l y l e s s a c c u r a t e , s t r a i g h t - l i n e method. 

In most c a s e s , h i s t o r i c c o s t s r a t h e r than c u r r e n t c o s t s 

were used. 

I n g e n e r a l , t h e t r a n s p o r t managers seemed t o have a poor 

u n d e r s t a n d i n g of t h e p r i n c i p l e s of d e p r e c i a t i o n . I n f a c t , 

some looked q u i t e b e w i l d e r e d a t the mere mention of i t and 

co u l d not say which method was used or what a s s u m p t i o n s 

were made on t h e r e s i d u a l v a l u e of t h e i r v e h i c l e s -

P a r t s ( c ) and (d) of F i g 5.1 show t h e d e t a i l of c o s t i n g 

approaches adopted by t h e f i r m s . D e t a i l i s a f u n c t i o n of 

th e number of c o s t e l e m e n t s i n c l u d e d and t h e f r e q u e n c y w i t h 

which t h e y a r e taken i n t o a c c o u n t . In f i g 5-1 ( c ) t h e l e v e l 

of d e t a i l i n c r e a s e s p r o g r e s s i v e l y down t h e rows of t h e 

t a b l e ; so the f i r s t row shows t h a t a l l 15 f i r m s doing 

formal c o s t i n g c a l c u l a t e t h e t o t a l c o s t s of t h e f u n c t i o n 

y e a r l y , w h i l s t t h e f i n a l row shows t h a t o n l y t h r e e of t h e s e 

f i r m s c a l u l a t e c o s t s on an i n d i v i d u a l v e h i c l e b a s i s , 

weekly. 

The v a r i e t y of approaches used i s e v i d e n t . Some f i r m s 

c a l c u l a t e d per v e h i c l e c o s t s ( i . e . t h e c o s t s f o r each 

v e h i c l e f o r each p e r i o d were c a l c u l a t e d u s i n g a c t u a l c o s t 

f i g u r e s c o l l e c t e d i n t e r n a l l y ) . Some, however, o n l y 

c a l c u l a t e d c o s t s f o r each c a t e g o r y of v e h i c l e ( i - e t i p p e r s . 
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c r a n e l o r r i e s , a r t i c u l a t e d v e h i c l e s , e t c . ) . O t h e r s 

c a l c u l a t e d c o s t s per weight c a t e g o r y o-f v e h i c l e ( i . e . the 

c o s t s -for a l l 24 t o n n e r s t o g e t h e r ) . S t i l l o t h e r s o n l y 

c a l c u l a t e d v e r y g e n e r a l c o s t s f o r t h e - f l e e t a s a whole 

without d i s a g g r e g a t i n g them. Again, t h e Q/A -firms 

c a l c u l a t e d c o s t s i n much l e s s d e t a i l than t h e H/R -firms. 

Fewer Q/A -firms c a l c u l a t e d i n d i v i d u a l v e h i c l e r u n n i n g c o s t s 

and o n l y one c a l c u l a t e d per v e h i c l e s t a n d i n g c o s t s -

A s i m i l a r l e v e l o-f di-f-ference was -found i n t h e methods o-f 

a l l o c a t i n g -fixed c o s t s between v e h i c l e s , a s shown i n -fig 

5.1 <d). Some d i v i d e d them e q u a l l y between v e h i c l e s w h i l s t 

o t h e r s d i v i d e d them on a usage or some o t h e r b a s i s . 

I n many o-f t h e 0/A -firms, t r a n s p o r t was not viewed a s an 

i n t e g r a l p a r t o-f t h e p r o d u c t i o n p r o c e s s , but r a t h e r as a 

n e c e s s a r y a d d i t i o n t o i t . L i t t l e a t t e n t i o n was p a i d to t h e 

t r a n s p o r t a s p e c t and even l e s s was p a i d t o t h e e-f-ficiency 

o-f the t r a n s p o r t ; a l t h o u g h t h e r e was some e v i d e n c e t o show 

t h a t t h i s was s l o w l y changing- The p r i n c i p a l o b j e c t i v e was 

t o get t h e goods t o t h e customer on time and i n good 

c o n d i t i o n . The s u c c e s s o-f t h e t r a n s p o r t department was 

o-f ten gauged i n terms o-f the number o-f customer c o m p l a i n t s 

r e c e i v e d r a t h e r than on c o s t s -

The di-f-ferences i n degree o-f d e t a i l o-f t h e c o s t i n g s y s tems 

used may, t o some e x t e n t , be due t o v a r i a t i o n s i n 

o p e r a t o r s ' r e a s o n s f o r doing c o s t i n g s i n the - f i r s t p l a c e . 

These a r e shown i n T a b l e 5.3 
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H i r e o r r e w a r d 
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T A B L E 5 . 3 

a E f l S O H 5 F O R C D S T I . N C 

Plf^M R e a s o n s f o r c o s t i n g and o p i n i o n s o f c o s t i n g s y s t e m 

T h e r e a r e d i f f e r e n t a t t i t u d e s to c o s t i n g i n d i f f e r e n t p a r t s o f t h e c o m o a n y . 
Head o f f i c e demands t h a t c o s t i n g s a r e done a l t h o u g h t h e p a r t i c u l a r b r a n c h 
v i s i t e d does n o t u s e the i n f o r m a t i o n a v a i l a b l e e x c e p t to k e e p an eye on the 
o v e r a l l c o s t s o f the o p e r a t i o n . The d e p o t manager t h o u g h t t h a t the 
i n f o r m a t i o n o b t a i n e d was too d e t a i l e d . He would p r e f e r to make the d e p o t 
a s a whole p r o f i t a b l e r a t h e r t h a n e a c h d i v i s i o n w i t h i n the d e p o t . C o s t i n g 
e a c h d i v i s i o n made i n t e r n a l c o m p e t i t i o n too s t i f f and e m p l o y e e s w o r k e d 
t o w a r d s p r o f i t a b i l i t y o f t h e d i v i s i o n a t the e x p e n s e o f depot p r o f i t a b i l i t y 
and e f f i c i e n c y . 

T h i s company was p r e v i o u s l y i n v e r y bad f i n a n c i a l t r o u b l e and had r e d u c e d 
t h e i r f l e e t t r e m e n d o u s l y a s a r e s u l t . They t h e r e f o r e f e l t i t n e c e s s a r y 
to s c r u t i n i s e c o s t s to e n s u r e t h a t t h e same t h i n g d i d no t r e - o c c u r 
They c o n t i n u o u s l y c o n d u c t e x p e r i m e n t s to f i n d the most e f f i c i e n t w i y to 
o p e r a t e and a r e e s p e c i a l l y c o n c e r n e d w i t h k e e p i n g c o s t s c o n s t a n t and f o r e -
c a s t a b l e . They a p p e a r e d t o be q u i t e p l e a s e d w i t h t h e c o s t i n g s y s t e m 

The managers do c o s t i n g s to know e x a c t l y how w e l l the company i s d o i n g 
They f e l t t h i s was n e c e s s a r y w i t h s u c h a l a r g e f i r m , f o r o t h e r w i s e t h e r e 
was no way o f m o n i t o r i n g p e r f o r m a n c e . Much t h o u g h t goes i n t o mak ing the 
s y s t e m work and k e e p i n g good r e c o r d s . The manager b e l i e v e d i t w o r k e d w e l l 

T h i s f i r m d i d c o s t i n g s to a i d r a t e s e t t i n g . The manager f e l t i t n e c e s s a r y 

r f t p " ° ^ ' r r-'"̂  " 3 i v e him an i d e a o f h i s ninVmm 
r a t e . He f e l t i t was e a s i e r to a s k f o r r a t e i n c r e a s e s i f he c o u l d show 
he knew what h i s c o s t s w e r e . He a l s o l i k e d to know how t h e f i r m was d o i n g 

C o s t i n g s were done to m o n i t o r p e r f o r m a n c e . A s - t h e manager was no t v e r y 
t e c h n i c a l l y minded he l i k e d to make up f o r the I n a d e q u a c i e s i n t h i s a r e a 
by b e i n g e x t r a c a r e f u l on the c o s t i n g s i d e . C o s t s were n o t u s e d f o r 
s e t t i n g r a t e s much to the r a t e r s d i s m a y . The manager b e l i e v e d the 
c o s t i n g s y s t e m to be s i m p l e b u t e f f e c t i v e . 

C o s t i n g s were done to m o n i t o r p e r f o r m a n c e . I t i s a l l c a r r i e d o u t on 

w i t h ^ i r * ^^^^ f l e x i b l e and the managers a r e v e r y p l e a s e d 
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T A B L E S . 3 - C O N T I H U E O 

FIRM R e d s o n s f o r c o s t i n g and o p i n i o n s o f c o s t i n g s y s t e m s 

Own a c c o u n t 

10 Runn ing c o s t s c a l c u l a t e d a s a m o n i t o r i n g e x e r c i s e to e n s u r e t h a t v e h i c l e s 
p e r f o r m i n g e x c e p t i o n a l l y w e l l / p o o r l y would become a p p a r e n t . They w e r e 
k e p t a l s o so t h a t c o u l d be u s e d i n t h e c o u r s e o f p l a n n i n g . The t r a n s p o r t 
manager was no t keen on c o s t i n g , he b e l i e v e s the p r a c t i c a l p r o b l e m s and 
t h e wide v a r i a t i o n o f c i r c u m s t a n c e s i n t r a n s p o r t meant t h a t c o s t i n g was 
o f l e s s u s e to him t h a n a good c o n n u n i c a t i o n l i n e be tween t h e d r i v e r s anc*. 
h i m s e l f . T r a n s p o r t was a s e r v i c e to p r o d u c t i o n s i d e a n d i t w a s t h i s 
s e r v i c e t h a t was o f paramount i m p o r t a n c e i r r e s p e c t i v e o f i t s c o s t . 
T r a n s p o r t no t a p r o f i t c e n t r e a l t h o u g h t h e g a r a g e i s . 

13 C o s t i n g done f o r m o n i t o r i n g p u r p o s e s p r i n c i p a l l y , but a l s o f o r p l a n n i n g 
and a n a l y s i s p u r p o r - e s . C o s t i n g n o t r e g a r d e d a s t h a t i m p o r t a n t and 
o n l y p e r p e r i o d c o s t i n g s a r e d o n e . R u n n i n g c o s t s a r e s e e n a s t h e m o s t 
i m p o r t a n t e l e m e n t o f c o s t s b e c a u s e t h e y a r e most c o n t r o l l a b l e ; s t a n d i n g 
c o s t s a r e o f l i t t l e i n t e r e s t t o the manacement and o n l y a t o t a l s t a n d i n g 
c o s t f o r the e n t i r e f l e e t i s o b u i n e d by the manegement . T r a n s p o r t i s 
n o t a p r o f i t c e n t r e . 

14 C o s t i n g i s r e a l l y o n l y done t h o r o u g h l y on the l e a s i n g e l e m e n t o f c o s t s . 
T h i s i s b e c a u s e l e a s i n g i s done on a m i l e a g e b a s i s and a c c o u n t s f o r s u c h 
a h i g h p r o p o r t i o n o f t o t a l t r a n s p o r t c o s e s . ( T h e l e a s e i n c l u d e s m a i n t e n a n c e 
t y r e s and o i l ) . C o s t s a r e done f o r m o n i t o r i n g p u r p o s e s . T r a n s p o r t 
manager b e l i e v e s t h e c o s t i n g s y s t e m i s a d e q u a t e . He d o e s n o t do p e r 
v e h i c l e f u e l f i g u r e s b e c a u s e t h e l o r r i e s a r e r e f r i g e r a t e d and i t i s 
d i f f i c u l t to c e l l w h e t h e r t h e f u e l i s b e i n g u s e d by t h e f r i d g e o r by the 
v e h i c l e . A g a i n , t r a n s p o r t i s r e g a r d e d p r i m a r i l y a s a s e r v i c e , so c o s t s 
a r e n o t s e e n a s b e i n g o f paramount I m p o r t a n c e . T r a n s p o r t n o t a p r o f i t c e n t r e 

15 A g a i n , c o s t s a r e done to m o n i t o r t h e p e r f o r m a n c e o f t h e v e h i c l e s . R u n n i n g 
c o s t s s e e n a s t h e o n l y c o n t r o l l a b l e i t e m s and t h e r e f o r e t h e i t e m s o f d i r e c t 
i n t e r e s t . I n t e r d e p o t c o s t c o m p a r i s o n s were v a l u e d a s b e i n g o f some 
i m p o r t a n c e i n the company to t r y to g i v e managers an i n c e n t i v e to r e d u c e 
c o s t s , a s were t h e i n t e r c o m p a n y c o m p a r i s o n s . The t r a n s p o r t manager a t the 
d e p o t however was no t too e n t h u s i a s t i c a b o u t c o s t i n g s b e c a u s e he b e l i e v e d 
t h e r e were a l w a y s r e a s o n s why t h e r e were a n o m a l i e s and i n a c c u r a c i e s . 
T r a n s p o r t i s c o s t c e n t r e . 

16 O n l y t h e v e r y g e n e r a l m o n t h l y c o s t s a r e done b e c a u s e t r a n s p o r t i s v i e w e d a s 
a s e r v i c e to p r o d u c t i o n and i s r e q u i r e d a t a n y e x p e n s e . The t r a n s o o r t 
manager b e l i e v e d i t would be p r a c t i c a l l y i m p o s s i b l e to do d e t a i l e d c o s t i n g s 
b e c a u s e so many u n u s u a l f a c t o r s w e r e i n v o l v e d i n the o p e r a t i o n , i . e . no 
r e g u l a r t r i p s were made . The m o n t h l y c o s t s were k e p t so t h a t a c t u a l c o s t 
f i g u r e s c o u l d be compared a g a i n s t budge ted c o s t s . Not c o s t c e n t r e . 

17 C o s t s done to m o n i t o r v e h i c l e p e r f o r m a n c e . Not r e a l l y i n t e r e s t e d i n 
f i x e d c o s t s b e c a u s e t h e s e w e r e u n c o n t r o l l a b l e . T r a n s p o r t manager was n o t 
i n t e r e s t e d i n p e r v e h i c l e c o s t s s p e c i f i c a l l y , more In d i s t r i b u t i o n c o s t s 
a s a w h o l e . He l i k e d to compare d i s t r i b u t i o n c o s t s p e r ton w i t h t h o s e 
o f o t h e r d e p o t s to s e e how t h e d e p o t was f a r i n g . Not c o s t c e n t r e . 

18 C o s t s were m o n i t o r e d v e r y s t r i c t l y a s a c o n t r o l m e c h a n i s m . W i t h o u t s u c h 
c o s t i n g s t h e y c o u l d e a s i l y g e t o u t o f h a n d , i t b e i n g s u c h a U r g e 
o r g a n i s a t i o n . B o t h d e t a i l e d and s u c c i n c t c o s t i n g s w e r e done so t h a t no 
m a t t e r what p u r p o s e c o s t i n g s were d e s i r e d , t h e y would be a v a i l a o l e i n the 
r e q u i r e d f o r m a t . I t was f e l t t h a t t h i s was n e c e s s a r y i f a l l s t r a t a o f 
management were g o i n g to u s e them to t h e i r f u l l a d v a n t a g e . 
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O p e r a t o r s gave a v a r i e t y of r e a s o n s -for doing c o s t i n g s , 

t h e most common one was t h a t i t was n e c e s s a r y -for 

performance m o n i t o r i n g . The p e r c e i v e d l e v e l o-f d e t a i l of 

c o s t i n g n e c e s s a r y f o r e f f e c t i v e performance m o n i t o r i n g , 

however, d i f f e r e d between t r a n s p o r t managers- Some 

b e l i e v e d i t n e c e s s a r y t o monitor per v e h i c l e c o s t s , w h i l e 

o t h e r s were c o n t e n t t o monitor t o t a l t r a n s p o r t c o s t s . 

Some of the H/R o p e r a t o r s used c o s t i n g s t o s u p p o r t h a u l a g e 

r a t e i n c r e a s e s , so t h a t i f cu s t o m e r s q u e s t i o n e d t h e r a t e 

i n c r e a s e s , they would a t l e a s t have some j u s t i f i c a t i o n f o r 

them. I t a l s o h e l p e d t o g i v e t h e i m p r e s s i o n of a w e l l r u n , 

e f f i c i e n t b u s i n e s s . T h i s , t h e y f e l t , was n e c e s s a r y because 

of t h e s t e r e o t y p e image of ha u l a g e companies a s b a d l y run 

'cowboy o u t f i t s ' . 

Performance m o n i t o r i n g was a l s o n e c e s s a r y f o r t h e Q/A 

o p e r a t o r s because i t was t h e o n l y method of comparing 

performance with budgets- In e v e r y c a s e , t h e t r a n s p o r t 

department was a c o s t c e n t r e and i n one c a s e i t was a 

p r o f i t c e n t r e . The t r a n s p o r t departments worked w i t h i n 

budgets s e t i n c o n j u n c t i o n w i t h h i g h e r management. Annual 

budgets were the most common; t h e s e were o f t e n s i m p l y 

d i v i d e d i n t o t w e l v e monthly budgets w i t h no ac c o u n t taken 

of the n e c c e s a r y monthly f l u c t u a t i o n s i n e x p e n d i t u r e . I f 

e;<penditure was w i t h i n t h e budgeted amount, t h e former was 

i n c r e a s e d , because t h e p e n a l t y f o r underspending was a 

r e d u c t i o n i n the f o l l o w i n g y e a r ' s budget-
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Budgets were o f t e n not c a l c u l a t e d from s c r a t c h each y e a r 

some f i r m s merely updated t h e p r e v i o u s y e a r ' s budget by 

adding a c e r t a i n p e r c e n t a g e t o i t a c c o r d i n g t o c r u d e 

e s t i m a t e s of changes i n c o n d i t i o n s and r e q u i r e m e n t s . 

5-3-2- Rate S e t t i n g ( H i r e or Reward o n l y ) 

A l l of t h e f i r m s v i s i t e d d i d a m i x t u r e of spot-work <i-e-

work f o r non r e g u l a r c u stomers) and c o n t r a c t work ( i - e -

work f o r r e g u l a r c u s t o m e r s ) - P r i c i n g methods d i f f e r e d 

s l i g h t l y between t h e two. 

For both spot and c o n t r a c t work, most f i r m s used a 

tonne—mi 1eage based r a t e s c h e d u l e f o r p r i c i n g . The 

s c h e d u l e r a t e s were c a l c u l a t e d u s i n g a l o o s e 

a v e r a g e — c o s t - p l u s — m a r k u p method. However, r a t h e r than 

u s i n g e x a c t m i l e a g e s , t h e s c h e d u l e s were based on mileage 

zones. Zones v a r i e d i n s i z e between f i r m s , from 25 m i l e s 

r a d i u s from base t o a t h i r d of t h e e n t i r e c o u n t r y . 

S i m i l a r l y , t h e r e was not a s e p a r a t e r a t e f o r each tonne 

c a r r i e d . D i v i s i o n s were used so t h a t , f o r example, any 

l o a d of l e s s than 5 tonnes would be t a k e n f o r one r a t e and 

a load between 5 and 10 t o n n e s would be t a k e n f o r another. 

Tonnage d i v i s i o n s ranged between 1 and 5 t o n n e s . Over a 

c e r t a i n tannage, the l o a d was t r e a t e d a s a f u l l l o a d , and 

f u l l l o a d r a t e s were charged. 

137 



The r a t e s c h e d u l e s used were o-f t e n v e r y d a t e d . Although 

o r i g i n a l l y c o s t based, they had been updated a t v a r i o u s 

i n t e r v a l s u s i n g a p e r c e n t a g e based on judgement o-f c o s t 

i n c r e a s e s and o-f what t h e market would bear- Some y e a r s , 

t h i s had meant no c o s t i n c r e a s e s a t a l l . Thus, over time, 

s c h e d u l e s had become p r o g r e s s i v e l y i n a c c u r a t e . The same 

was t r u e o-f c o n t r a c t r a t e s c h e d u l e s . 

When quot i n g s p o t r a t e s , t h e r a t e - s e t t e r s o-ften pre-ferred 

t o use judgement and e x p e r i e n c e o-f r a t e s r a t h e r than the 

r a t e s c h e d u l e s . I n t h i s way, r a t e s c o u l d be more e a s i l y 

r e l a t e d t o customer v a r i a b l e s such a s urgency, v a l u e o-f 

c a r g o e t c - and t h e c i r c u m s t a n c e s o-f t h e i r own -firm a t t h e 

time. 

One o-f t h e main c o n t r i b u t i o n s o-f c o s t s t o r a t e s i n spot 

work was t o s e t a minimum r a t e below which h a u l i e r s were 

l o a t h e to work- T h i s was -frequently o n l y a v e r y 

approximate -figure, used, to c o v e r any v e h i c l e o v e r , s a y , 24 

tonnes GVW. Even t h i s minimum r a t e was - f l e x i b l e . Most 

h a u l i e r s were p r e p a r e d t o a c c e p t a lower r a t e f o r a s h o r t 

p e r i o d o-f time and even t o i n c u r a l o s s on some j o u r n e y s . 

A l l o-f the h a u l i e r s had c o n t r a c t s o-f long d u r a t i o n w i t h a t 

l e a s t one customer as w e l l a s doing spot work. The 

d u r a t i o n o-f the long term c o n t r a c t s v a r i e d between -firms, 

but many had l a s t e d over 20 y e a r s . Some -firms had grown up 

around t h e b u s i n e s s o-f one customer who s t i l l p r o v i d e d a 
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high p r o p o r t i o n o-f t h e i r work. Rate c o n t r a c t s w i t h t h e s e 

customers were u s u a l l y r e v i e w e d a n n u a l l y and i n c l u d e d 

c l a u s e s to t h e e-f-fect t h a t s h o u l d t h e r e be major c o s t 

i n c r e a s e s (e.g. on - f u e l ) , h a u l a g e r a t e s would a l s o be 

s u b j e c t to i n c r e a s e s . Most h a u l i e r s were l o a t h e t o 

i n c r e a s e r a t e s -frequently through -fear o-f l o s i n g t h e 

customer, so many o-f t h e c o s t i n c r e a s e s were j u s t absorbed 

I n a l l but one o-f t h e H/R f i r m s , t h e quoted r a t e c o v e r e d 

t h e outward j o u r n e y o n l y . I t was t h e i r r e s p o n s i b i l i t y t o 

-find a b a c k l o a d t o c o v e r t h e r e t u r n t r i p . The p r i c i n g o-f 

b a c k l o a d s and t h e whole b a c k l o a d p o l i c y -followed s i m i l a r 

p a t t e r n s i n a l l o-f t h e -firms. I t was a c a s e o-f " g e t t i n g 

what you can, -for a n y t h i n g i s b e t t e r t han n o t h i n g " -

Whether t h e b a c l o a d r a t e was e c o n o m i c a l l y v i a b l e was o n l y 

c a l c u l a t e d i n v e r y g e n e r a l terms- L i t t l e a t t e n t i o n was 

p a i d t o t h e time i t took t h e d r i v e r t o f i n d t h e b a c k l o a d 

l o c a t i o n and t o l o a d and unload. The a d d i t i o n a l m i l e a g e 

i n c u r r e d was a l s o c a l c u l a t e d w i t h l i t t l e p r e c i s i o n . 

5.3.3 R e l a t e d A s p e c t s 

Use of P u b l i s h e d C o s t s T a b l e s 

Chapter 2 showed t h a t p u b l i s h e d t a b l e s of 

o p e r a t i n g c o s t s were used by academics and p o l i c y makers 

f o r enumerating t h e c o s t s of road f r e i g h t t r a n s p o r t . They 

b e l i e v e d them t o be an a c c u r a t e r e p r e s e n t a t i o n of t r a n s p o r t 
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p r o v i d e r s c o s t s and, c o n s e q u e n t l y , a d e t e r m i n a n t i n t h e i r 

d e c i s i o n s - T a b l e 5.4 shows t h e e x t e n t t o which 

t r a n s p o r t p r o v i d e r s used p u b l i s h e d c o s t t a b l e s and t h e i r 

o p i n i o n s of them. 

A l l but one of t h e f i r m s i n t h e s t u d y r e c e i v e d c o p i e s of 

a t l e a s t one s e t of p u b l i s h e d c o s t t a b l e s . Motor T r a n s p o r t 

t a b l e s were t h e most popular- Commercial Motor t a b l e s 

found g r e a t e r p o p u l a r i t y w i t h O/A o p e r a t o r s than w i t h H/R 

o p e r a t o r s . However, d e s p i t e t h e v e r y h i g h r e c e i p t r a t e , 

they were o n l y used by one H/R and one O/A o p e r a t o r f o r t h e 

purpose of c o s t i n g or r a t e s e t t i n g . The H/R e x c e p t i o n used 

them o n l y to quote r a t e s t o f i r s t time c u s t o m e r s when he 

was too busy t o c a l c u l a t e a more r e a l i s t i c r a t e - The O/A 

o p e r a t o r used them be c a u s e i t was a c o n d i t i o n of membership 

of h i s p a r t i c u l a r t r a d e a s s o c i a t i o n . Most of t h e 

o p e r a t o r s , i n f a c t , had a v e r y low o p i n i o n of them. 

T r a n s p o r t p r o v i d e r s seemed, i n the main, t o be aware of 

many of t h e problems a s s o c i a t e d w i t h t h e t a b l e s and were 

e s p e c i a l l y s u s p i c i o u s of t h e f a c t t h a t t h e y were uninformed 

of t h e i r methods of c o m p i l a t i o n - T h e i r main purpose was t o 

p r o v i d e a comparison w i t h f i r m ' s own c o s t s - F i r m s r e g a r d e d 

t h e p u b l i s h e d c o s t s a s u n r e a l i s t i c a l 1 y high- They 

t h e r e f o r e a c t e d a s a benchmark; i f f i r m s own c o s t s r o s e 

above t h o s e i n t h e t a b l e s , then something was wrong. 

I n f o r m a t i o n i n t h e t a b l e s was a l s o used f o r s u r v e i l l a n c e 

purposes- Managers l i k e d t o r e a d a l l t h e i n f o r m a t i o n 
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FIRM C o s t t a b l e s r e c e i v e d Used f o r c o s t i n g / p r i c i n g 
( Y / N ) 

Use put to O p i n i o n s of t a b l e s 

H i r e o r r e w a r d 

1 CM, MT Use them to compare 
w i t h own r a t e s o u t 
o f i n t e r e s t 

Not much u s e f o r 
c o s t i n g o r p r i c i n g . 
The p u b l i s h e d r a t e s 
a r e a l w a y s too h i g h . 

CM, MT L i k e s to compare 
them w i t h own 
c o s t s . Shows them 
to c u s t o m e r s to 
d e m o n s t r a t e how low 
own r a t e s a r e . 

Not much u s e f o r 
c o s t i n g . U n r e l i a b l e 
A l w a y s too h i g h . 

3 MT. RHA N O c c a s i o n a l l y u s e s O n l y h a s MT b e c a u s e 3 
them f o r t h e y a r e f r e e wi th 
c o m p a r i s o n s and to the p a p e r . Does no* 
j u s t i f y own r a t e s l i k e CM b e c a u s e 
to c l i e n t s . b a s e d too much on 

m i l e a g e . 

RHA, MT N ( e x c e p t 
u s e s RHA wage r a t e s 
f o r d r i v e r s ) 

None e x c e p t t h e 
o c c a s i o n a l 
i n q u i s i t i v e 
c o m p a r i s o n a g a i n s t 
own r a t e s . 

Both too g e n e r a l and 
do n o t f i t own f i r m ' s 
c i r c u m s t a n c e s . O v e r ­
h e a d s i n t a b l e s too 
h i g h . C o s t s b a s e d 
on d i f f e r e n t m i l e a g e 
t h a n own v e h i c l e s 
and h a s no i n c l i n a -
t i o n to adopt them. 

RHA, MT C o m p a r i s o n s w i t h 
own r a t e s . Took 
own c o s t f r a m e ­
work f rom RHA. 

Used to r e l y on RHA 
f o r c o s t i n g s but 
r e a l i s e d t h a t i t was 
b e t t e r to do t h e i r 
own b e c a u s e c i r c u m ­
s t a n c e s d i f f e r so 
m u c h . Get RHA t a b l e s 
o n l y b e c a u s e t h e y 
a r e f r e e now. 

6 RHA, MT N U s e s them to r e f e r P r e f e r s RHA t a o l e s 
t o o c c a s i o n a l l y . b e c a u s e t h e y a r e 
Used to u s e MT r e g i o n a l l y based 
f ramework a b o u t and t h e r e f o r e s h o u l d 
8 y e a r s ago b e f o r e be a o r e a c c u r a t e , 
g i v i n g up c o s t i n g . B o t h a r e too h i g h . 
U s e s them to 
j u s t i f y r a t e i n c r e a s e s . 

7 RHA N C o m p a r i s o n s w i t h 
own r a t e s . 

B e l i e v e s RHA t a b l e s 
a r e d u b i o u s and CM 
and MT a r e h o o e l e s s . 

3 RHA Y R a t e s e t t i n g 
f o r new one o f f 
c u s t o m e r s . 

U s e s them b e c a u s e i t 
i t e a s y to do so and 
b e c a u s e i t sounds 
p r o f e s s i o n a l . 

9 MT. CM N C o m p a r i s o n wi th 
own c o s t s . 

V e r y u n r e a l i s t i c . 
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C o s t t a b l e s r e c e i v e d Used f o r c o s t i n g / p r i c i n g 
( Y / N ) 

Own A c c o u n t 

10 CM, MT 

11 MT 

Use p u t t o O p i n i o n s o f c a b l e s 

12 MT, AHA. D S F * 

13 MT, FTA 

T r a n s p o r t manager d o e s 
not e v e n look a t 
them, but d i s t r i b u t i o n 
manager u s e s t h e n f o r 
c o m p a r i s o n s . 

B e l i e v e s t h e y d r e 
i n a c c u r a t e . 

U s e s them to g e t an 
idea o f m a r k e t r a t e s . 
B e l i e v e s t h e y a r e an 
a c c u r a t e r e p r e s e n t a ­
t i o n o f o t h e r 
p e o p l e ' s a c t u a l c o s t s 

U s e s RHA and Devon 
S tone F e d e r a t i o n * f o r 
p r i c i n g t r a n s p o r t 
e l e m e n t o f t o t a l 
p r i c e . 

Used a s c o m p a r i s o n 
w i t h own r a t e s and 
to g e t i d e a o f 
" c o m n e r c i a l r a t e s " 

T h i n k s t h a t some 
i t e m s a r e q u i t e 
good but o v e r a l l a r e 
no good f o r the 
p a r t i c u l a r 
g e o g r a p h i c a l a r e a . 

Has no f a i t h i n CM 
and MT t a b l e s b e c a u s e 
e v e r y o n e ' s c o s t s v a r y . 
DSF and RHH t a b l e s * 
u s e d b e c a u s e i t i s 
a g r e e d i n the t r a d e and 
i t a iakes t h i n g s e a s y . 
B e l i e v e s OSF and RHA 
n o t v e r y a c c u r a t e . 

B e l i e v e s t h e y a r e 
made f o r a d i f f e r e n t 
k i n d o f o p e r a t i o n 
t h a n t h e i r s 

15 F T A . CM. MT 
UKASTA 

15 MT. CM 

U s e d t o c o m p a r i s o n 
w i t h own r a t e s and 
to g e t an i d e a o f 
m a r k e t r a t e s . H i r e s 
H/R t r a n s p o r t 
o c c a s i o n a l l y and 
b e l i e v e s c a n g i v e an 
i d e a o f t h e h i r e o r 
r e w a r d r a t e s . 
P e r s o n n e l d e p t . u s e s 
them to keep t r a n s p o r t 
manager on h i s f e e t . 

Send t h e i r c o s t s to 
UKASTA who a n a l y s e 
them i n t h e i r f r a m e ­
work and a l s o s e n d a 
c o p y o f o t h e r members 
in t h e g r o u p ' s c o s t s 
in Che same f r a m e w o r k . 
A l s o d i s t r i b u t i o n 
manager a t head o f f i c e 
e n t e r s own c o s t s i n t o 
FTA c o m p u t e r and g e t s 
breakdown i n t h e i r 
t o o . At d e p o t v i s i t e d 
t h e t r a n s p o r t manager 
c o m p a r e s d e p o t c o s t s 
w i t h o t h e r d e p o t s but 
n o t v e r y o f t e n . 

No s p e c i f i c o p i n i o n 
e x p r e s s e d . 

B e l i e v e s UKASTA and 
FTA t a b l e s a r e b e t t e r 
t h a n MT and CM a s t h e y 
a r e more s u i t e d to 
t h e i r own o p e r a t i o n . 
Head O f f i c e t h i n k s the 
c o m p a r i s o n s a r e w o r t h ­
w h i l e and the t a b l e s 
a r e u s e f u l . 

Used them to j u s t i f y B e l i e v e s they a r e 
t r a n s p o r t c o s t s to u s e l e s s . Get :nem 
managers h i g h e r i n the o u t o f c u r i o s i t v 
h i e r a r c h y . Used a s 
c o m p a r i s o n . 

'•1.2 
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FIRM C o s t t a b l e s r e c e i v e d Used f o r ^ c o s t l n g / p r i c l n g Use put to 

Own a c c o u n t 

O p i n i o n s o f t a b l e s 

17 None 
Has l i t t l e u s e f o r 
t h e m . Not i n t e r e s t e d 
in o t h e r p e o p l e s ' 
c o s t s . 

18 MT. CM, 
F T A , RHA, 
DSF 

Used a s c o m p a r i s o n s 
w i t h own c o s t s . 
L i k e to h a v e them to 
r e f e r to e v e n though 
t h e y have 1 i t t l e 
f a i t h i n them. 

Does no t 1 i k e them 
b e c a u s e do n o t Vnow 
what t h e y a r e b a s e d 
o n . A l s o t h e y a r e a t 
t i m e s d i f f i c u l t to 
i n t e r p r e t . H o w e v e r , 
s i n c e t h e y a r e 
p u b l i s h e d and a r e on 
a s u b j e c t o f d i r e c t 
r e l e v a n c e to them, 
t h e y s h o u l d be l o o k e d 
a t . 
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a v a i l a b l e on t h e i r s u b j e c t - even i f i t was u n r e l i a b l e -

j u s t t o keep up t o d a t e . Some of t h e 0/A o p e r a t o r s used 

the t a b l e s t o gauge t h e market f o r o u t s i d e h a u l a g e r a t e s 

d e s p i t e t h e i r r e c o g n i t i o n t h a t t h e t a b l e s were an 

i n a c c u r a t e r e p r e s e n t a t i o n of t h e i r own c o s t s . They 

b e l i e v e d t h a t although t h e t a b l e s were u n s u i t a b l e f o r t h e i r 

p a r t i c u l a r t y p e of o p e r a t i o n , t h e y were p r o b a b l y s u i t e d t o 

other t y p e s of o p e r a t i o n , and t h a t o t h e r t r a n s p o r t 

p r o v i d e r s would, t h e r e f o r e , use them. The o t h e r main use 

to which t h e t a b l e s were put was t o d e m o n s t r a t e t o o t h e r s 

how low t h e i r own c o s t s were. They were used i n t h i s way 

by t r a n s p o r t managers who -sometimes showed them both t o 

h i g h e r management t o prove t h e i r own e f f i c i e n c y and t o 

customers t o i l l u s t r a t e t h e i r f i r m ' s c o m p e t i t i v e n e s s -

Methods used t o o b t a i n work 

H/R o p e r a t o r s ' methods of o b t a i n i n g outward l o a d s was v e r y 

s i m i l a r to t h e i r method of o b t a i n i n g b a c k l o a d s . They 

r e l i e d t o a l a r g e e x t e n t on r e c e i v i n g t e l e p h o n e c a l l s from 

t r a n s p o r t u s e r s w i t h work f o r t h e f a l l o w i n g day- Some had 

r e g u l a r c o n t r a c t s w i t h t h e i r major c u s t o m e r s - which were 

g i v e n p r i o r i t y . U s u a l l y a l l the work o f f e r e d was a c c e p t e d , 

and when the v e h i c l e s were f u l l , t h e s e a r c h f o r work was 

stopped. I f too much work was r e c e i v e d , t h e most 

p r o f i t a b l e j o b s were kept and t h e o t h e r s s u b c o n t r a c t e d 

( u n l e s s t h e s e happened to be w i t h r e g u l a r c u s t o m e r s ) , 

Very few H/R o p e r a t o r s d i d much ma r k e t i n g . Most w a i t e d 
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f o r work to come t o them r a t h e r than t r y i n g t o i n c r e a s e i t 

through t h e i r own e f f o r t s . P r o m o t i o n a l a c t i v i t i e s were 

l i m i t e d to h a v ing t h e i r own l i v e r y , w e l l p r e s e n t e d v e h i c l e s 

and a d v e r t i s e m e n t s i n t h e 'Yellow Pages'. The o n l y o t h e r 

promotional a s p e c t was t h e i r membership of t h e FTA and 

RHA which, they b e l i e v e d , gave them an a i r of 

p r o f e s s i o n a l i sm-

Use of Computers and Tachographs 

A l l but t h r e e of t h e f i r m s had a b u s i n e s s computer on 

which c o s t i n g c o u l d have been c a r r i e d out. Only t h r e e , 

however, used them f o r t h i s purpose. S e v e r a l o t h e r s 

c a l c u l a t e d f u e l , wages and maintenance c o s t s on computer i n 

i s o l a t i o n . T h e i r use was mostly c o n f i n e d t o a d m i n i s t r a t i v e 

and c l e r i c a l work such a s p a y r o l l and i n v o i c i n g . They 

were used t o r e d u c e t h e drudgery of c l e r i c a l work r a t h e r 

than to improve o p e r a t i o n a l e f f i c i e n c y . 

Where f i r m s had changed t o c o m p u t e r i s e d d a t a c o l l e c t i o n 

t h e changeover had e n t a i l e d l i t t l e a l t e r a t i o n t o t h e 

p r e v a i l i n g methods. Often t h e computer d i d e x a c t l y the 

same as what was p r e v i o u s l y done manually; t h e g r e a t e r 

c a p a b i l i t i e s of the computer were n e g l e c t e d - In some 

c a s e s , because of t h e i r m i s t r u s t of t h e computer, manual 

r e c o r d s were s t i l l kept- Thus t h e whole d a t a c o l l e c t i o n 

p r o c e s s was being d u p l i c a t e d . 

Two of f i r m s had i n v e s t e d a g r e a t d e a l of e f f o r t and money 
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r e c e n t l y abandoned t h i s p o l i c y b e c a u s e of t h e p e r c e i v e d 

s u p e r i o r i t y of f o r e i g n makes, but t h e i m p r e s s i o n g i v e n i s 

t h a t t h e y would not have done s o had t h e ad v a n t a g e s not 

been huge. 

5.4. D i s c u s s i o n . R e l a t i n g t h e R e s u l t s t o B e h a v i o u r a l 

Theory 

In t h e f o l l o w i n g t e x t , where i t i s not e x p l i c i t l y s t a t e d , 

an a s t e r i x (•) denotes a p o i n t of d i r e c t support f o r t h e 

behavi o u r a l t h e o r y . 

5.4.1 - C o s t i ng 

The r e s u l t s above showed t h a t t h e r e was a c o n s i d e r a b l e 

degree of d i f f e r e n c e between f i r m s i n t h e i r a p proaches and 

a t t i t u d e s t o c o s t i n g and p r i c i n g - I n some f i r m s , v e r y 

d e t a i l e d c o s t i n g s were done and a g r e a t d e a l of i m p o r t a n c e 

was a t t a c h e d t o them, w h i l e i n o t h e r s , no c o s t i n g s were 

done a t a l l - Most managers r e g a r d e d t h e i r c o s t i n g s y s t e m s 

as c o m p l e t e l y adequate f o r t h e i r p u r p o s e s and many 

suggested t h a t t h e y were m i n i m i s i n g c o s t s ; a l t h o u g h because 

of t h e m o n i t o r i n g systems used, t h e r e was no way of doing 

t h i s . T h i s i s c o n s i s t e n t w i t h b e h a v i o u r a l t h e o r y which 

s u g g e s t s t h a t each f i r m would have a d i f f e r e n t approach to 

c o s t i n g and p r i c i n g - An approach t h a t was r a t i o n a l to one 

manager would not n e c e s s a r i l y be r a t i o n a l to a n o t h e r . 

R a t i o n a l i t y depends on an i n d i v i d u a l ' s d e f i n i t i o n of t h e 
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s i t u a t i o n and h i s g o a l s . 

F i v e of t h e f i r m s d i d no c o s t i n g s a t a l l . They were, 

n e v e r t h e l e s s , a c t i n g i n t e n d e d l y r a t i o n a l 1 y ( * ) . A l l f i v e 

f i r m s were ownei—managed. C o s t i n g was viewed by t h e 

owner-managers a s an u n n e c e s s a r y and somewhat i r r e l e v a n t 

t a s k . T h e i r main goal was not p r o f i t ma:< i m i s a t i on but 

enjoyment of t h e i r work s u b j e c t t o t h e achievement of an 

a c c e p t a b l e l e v e l of p r a f i t s ( * ) . P a r t l y b ecause of t h e i r 

t r a i n i n g and background, ( i . e . many of them had p r e v i o u s l y 

been d r i v e r s ) t h e i r approach t o making an a c c e p t a b l e l e v e l 

of p r o f i t s was t o g i v e p r i o r i t y t o t h e s e r v i c e p r o v i d e d . 

T h e i r a t t i t u d e seemed t o be one of 'as long a s t h e r e i s 

enough work t o do, t h e c o s t s w i l l t a k e c a r e of t h e m s e l v e s . ' 

Of the f i r m s t h a t d i d c o s t i n g s , t h e H/R o p e r a t o r s tended 

t o c a l c u l a t e them i n c o n s i d e r a b l y more depth than the 0/A 

o p e r a t o r s . T h i s can a g a i n be e x p l a i n e d i n terms of g o a l s 

and a g a i n s u p p o r t s t h e b e h a v i o u r a l t h e o r y . I n a l l of t h e 

0/A f i r m s , t r a n s p o r t was a s e p a r a t e department w i t h a 

s e p a r a t e budget ( i . e . i t was a s p e c i a l i s e d s u b u n i t ) ( * ) . 

The t r a n s p o r t department had to compete w i t h o t h e r 

departments i n t h e o r g a n i s a t i o n f o r r e s o u r c e s . The 

p r i n c i p a l c r i t e r i o n on which performance was judged was 

s e r v i c e p r o v i d e d to the customers- T h i s was measured i n 

terms of speed of d e l i v e r y and number of customer 

c o m p l a i n t s r e c e i v e d - Thus, s e r v i c e took p r i o r i t y over c o s t 

m i n i m i s a t i o n - Because s p e c i a l i s a t i o n o c c u r r e d , l i t t l e 

i n t e r e s t was e x p r e s s e d i n d e t a i l e d t r a n s p o r t c o s t f i g u r e s . 
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o u t s i d e o-f t h e t r a n s p o r t d e p a r t m e n t (*) - I t was o n l y 

n e c e s s a r y , t h e r e - f o r e , t o do g e n e r a l c o s t i n g s . A l l t h a t was 

r e q u i r e d of t h e t r a n s p o r t d e p a r t m e n t was t h a t t h e y r e m a i n e d 

w i t h i n t h e i r b u d g e t <*) . 

T h u s a s b e h a v i o u r a l t h e o r y s u g g e s t s , s p e c i a l i s a t i o n i n t o 

s u b u n i t s o c c u r r e d s o t h a t o r g a n i s a t i o n a l members' k n o w l e d g e 

was c o n - f i n e d t o one p a r t i c u l a r a s p e c t o-f t h e b u s i n e s s -

T h i s l e d t o s u b u n i t c o n f l i c t w h i c h was p a r t l y r e s o l v e d 

t h r o u g h t h e u s e o f b u d g e t s . 

I n e a c h f i r m , o ne i n d i v i d u a l was r e s p o n s i b l e f o r c o l l a t i o n 

of c o s t d a t a f r o m t h e v a r i o u s p a r t s o f t h e o r g a n i s a t i o n f o r 

i n s e r t i o n i n t o t h e c o s t f r a m e w o r k . T he w h o l e c o s t d a t a 

c o l l e c t i o n p r o c e s s was g o v e r n e d by a s e r i e s o f s t a n d a r d 

o p e r a t i n g p r o c e d u r e s , ( S O P s ) , a n d , i n most c a s e s , was 

c o m p l e t e l y r o u t i n i s e d ( * ) - F u e l c o n s u m p t i o n , f o r i n s t a n c e , 

was t y p i c a l l y r e c o r d e d u s i n g a c o m p u t e r i s e d pump w h i c h 

n o t e d t h e q u a n t i t y o f f u e l u s e d a t a n y one t i m e by any one 

v e h i c l e - The i n d i v i d u a l r e s p o n s i b l e f o r d a t a c o l l a t i o n 

w o u l d t a k e t h e d e t a i l s f r o m t h e c o m p u t e r o u t p u t a n d e n t e r 

them i n t o a f u e l c o n s u m p t i o n r e c o r d book. R e l i a n c e on t h i s 

SOP was s o s t r o n g t h a t when t h e c o m p u t e r d e v i c e b r o k e down, 

f u e l u s a g e went u n r e c o r d e d - A l t h o u g h a l t e r n a t i v e 

a r r a n g e m e n t s w e r e made, f o r e x a m p l e , t h a t d r i v e r s s h o u l d 

e n t e r t h e q u a n t i t y u s e d i n a book a t e a c h v i s i t t o a pump, 

b e c a u s e t h i s was o u t s i d e t h e i r n o r m a l r o u t i n e , i t was o f t e n 

n e g l e c t e d ( * ) -



C o l l e c t i o n o-f d a t a on o t h e r c o s t s was s i m i l a r l y 

r o u t i n i s e d . L i t t l e t h o u g h t seemed t o be p u t i n t o 

c o n s i d e r a t i o n o-f t h e o t h e r p o s s i b l e m e t h ods o-f d a t a 

c o l l e c t i o n ; o n c e an SOP was e s t a b l i s h e d , i t was r a r e l y 

c h a n g e d (•*) . The c o s t f r a m e w o r k s u s e d w e r e t h e m s e l v e s v e r y 

i n - f r e q u e n t l y a d a p t e d o n c e s e t up. E v e n w h e r e -f i r m s had 

c h a n g e d t o c o m p u t e r i s e d c o s t i n g s y s t e m s , t h i s had e n t a i l e d 

l i t t l e c h a n g e t o e x i s t i n g SOPs; t h e w h o l e s y s t e m was n o t 

r e a p p r a i s e d t o t a k e a d v a n t a g e o-f t h e i n c r e a s e d power o-f t h e 

c o m p u t e r - t h e manual s y s t e m s w e r e m e r e l y c o m p u t e r i s e d . 

T h u s c h a n g e was v e r y i n c r e m e n t a l (•») . 

O-ften a g r e a t d e a l o-f i n - f o r m a t i o n on v e h i c l e s was 

r e c o r d e d , b u t c o s t s , w h i c h c o u l d e a s i l y h a v e b e e n 

a b s t r a c t e d -from t h e d a t a , w e r e i g n o r e d - F o r e x a m p l e , most 

-firms k e p t - f i l e s on t h e m a i n t e n a n c e c a r r i e d o u t on e a c h 

v e h i c l e i n t h e i r - f l e e t . W i t h a l i t t l e a d d i t i o n a l e-f-fort, 

t h i s c o u l d h a v e b e e n t r a n s l a t e d i n t o p e r v e h i c l e 

m a i n t e n a n c e c o s t d a t a . B e c a u s e no SOP e x i s t e d , n o t h i n g was 

done a b o u t i t . I n - f o r m a t i o n t h a t was n o t c o v e r e d by an 

e x i s t i n g SOP was i g n o r e d 

I n n e a r l y e v e r y c a s e , h i s t o r i c c o s t s w e r e u s e d i n t h e 

c a l c u l a t i o n o-f d e p r e c i a t i o n . The c u m u l a t i v e d e p r e c i a t i o n 

o-f a v e h i c l e s h o u l d n o t j u s t c o v e r t h e p r i c e o-f t h a t 

p a r t i c u l a r v e h i c l e , b u t t h e p r i c e o-f a s i m i l a r r e p l a c e m e n t 

v e h i c l e - B e c a u s e o-f t h e r e l i a n c e on SOPs, h o w e v e r , -few 

c o m p a n i e s had c o n v e r t e d t o c u r r e n t c o s t a c c o u n t i n g . I t 

w ould h a v e t a k e n an unprogrammed d e c i s i o n t o b u i l d t h i s 
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i n t o t h e c o s t -framework; c o n s e q u e n t l y , i t was n o t done. 

Day t o d a y a c t i v i t i e s t o o k p r e c e d e n c e and c o n t i n u e d i n 

s p i t e o-f t h e -fa c t t h a t i n d i v i d u a l s r e c o g n i s e d t h e 

p r o b l e m s < * ) . 

The e;<tent o-f t h e r e l i a n c e on SOPs c a n be f u r t h e r 

i l l u s t r a t e d w i t h r e - f e r e n c e t o c o m p u t e r s . I n s e v e r a l - f i r m s , 

an i n d i v i d u a l had been g i v e n t h e r e s p o n s i b i l i t y o-f i n p u t i n g 

c o s t d a t a ( o r a t l e a s t p h y s i c a l d a t a t h a t c o u l d q u i t e 

e a s i l y h a v e b e e n t r a n s l a t e d i n t o c o s t d a t a ) , i n t o a 

c o m p u t e r . However nobody had s i m i l a r r e s p o n s i b i l i t y f o r 

a n a l y s i n g t h e o u t p u t . The i n - f o r m a t i o n o u t p u t was m e r e l y 

c o n t r i b u t i n g t o i n - f o r m a t i o n o v e r l o a d ( * ) . Y e t m a n a g e r s w e r e 

c o n t i n u o u s l y demanding more i n - f o r m a t i o n (*) . 

The c u m u l a t i v e e f f e c t of t h e r e l i a n c e on t h e s e SQPs 

e s t a b l i s h e d i n t h e p a s t u n d e r a d i f f e r e n t s e t o f 

c o n d i t i o n s , was a g r e a t d e a l o f s a t i s f i c i n g ( * ) . 

O r g a n i s a t i o n a l members d i d n o t work a s e f f i c i e n t l y a s 

p o s s i b l e b e c a u s e t h e y w e r e s t u c k i n r o u t i n e s w h i c h w e r e 

d e s i g n e d t o f a c i l i t a t e o p e r a t i o n a l a c t i v i t i e s , b u t w h i c h 

w e r e s l i g h t l y o u t d a t e d ( * ) -

B e h a v i o u r a l t h e o r y s t r e s s e s t h e i m p o r t a n c e o f b u d g e t s and 

t a r g e t s a s c o n t r o l m e c h a n i s m s and p r e c e d e n t s f o r 

b e h a v i o u r - I n e a c h of t h e O/A f i r m s , t r a n s p o r t e i i p e n d i t u r e 

was c o n t r o l l e d by b u d g e t s s e t i n c o n j u n c t i o n w i t h h i g h e r 

management- The e x p r e s s a i m o f t h e b u d g e t was t o keep 

e x p e n d i t u r e a t an a c c e p t a b l e l e v e l . However, a s 
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b e h a v i o u r a l t h e o r y s u g g e s t s , i t d i d n o t n e c e s s a r i l y h a v e 

t h e d e s i r e d e-f-fect- I-f e;<pendi t u r e l o o k e d l i k e i t w o u l d 

e x c e e d t h e b u d g e t , t h i s a c t e d a s a s i g n a l t o m a n a g e r s t o 

d i s c o v e r why. I f t h e d e p a r t m e n t was u n d e r s p e n d i n g i n 

r e l a t i o n t o b u d g e t , t h e n s p e n d i n g was i n c r e a s e d - The 

p e n a l t y f o r u n d e r s p e n d i n g was a r e d u c t i o n i n t h e f o l l o w i n g 

y e a r ' s b u d g e t - T h e b u d g e t e d amount was, t h e r e f o r e , u s e d 

i r r e s p e c t i v e of t h e n e c e s s i t y f o r t h e e x p e n d i t u r e - I n some 

c a s e s , i t a c t e d a s a d i s i n c e n t i v e t o i n n o v a t i o n - T r a n s p o r t 

m a n a g e r s b e l i e v e d , f o r i n s t a n c e , t h a t i t was n o t w o r t h 

s a v i n g money by i n t r o d u c i n g new v e h i c l e s c h e d u l e s b e c a u s e 

n o t o n l y m i g h t i t a f f e c t t h e i r good r e l a t i o n s h i p s w i t h t h e 

d r i v e r s , b u t i t would o n l y r e s u l t i n a d e c r e a s e d b u d g e t 

a l l o c a t i o n f o r t h e f o l l o w i n g y e a r . 

A s u b s t a n t i a l d e g r e e of s a t i s f i c i n g e x i s t e d i n t h e 

s e t t i n g o f b u d g e t s C * ) , I d e a l l y , i n e a c h p e r i o d t h e n e e d s 

of e a c h d e p a r t m e n t i n t h e f i r m s h o u l d be a p p r a i s e d f r o m 

b a s e and t h e a p p r o p r i a t e r e s o u r c e s a l l o c a t e d . However, i n 

p r a c t i c e i t a p p e a r e d t h a t e a c h d e p a r t m e n t was g i v e n a 

c e r t a i n p e r c e n t a g e i n c r e a s e o v e r t h e p r e v i o u s y e a r ; t h e 

a c t u a l p e r c e n t a g e d e p e n d e n t n o t on t h e r e l a t i v e 

r e q u i r e m e n t s o f t h e d e p a r t m e n t s , b u t on t h e b a r g a i n i n g 

s t r e n g t h s o f t h e r e s p e c t i v e m a n a g e r s C * ) . A g a i n , b e c a u s e o f 

s u b u n i t s p e c i a l i s a t i o n , a c t u a l c o s t f i g u r e s w e r e n o t u s e d 

i n t h e b a r g a i n i n g p r o c e s s , b u t b i a s e d , s e l e c t i v e 

i n f o r m a t i o n ( * ) -

T r a n s p o r t d e p a r t m e n t s i n t h e l a r g e r Q/A f i r m s h ad t h e i r 
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p e r f o r m a n c e c o m p a r e d a g a i n s t o t h e r d e p o t s i n t h e company. 

The p u r p o s e of t h i s was a g a i n t o a c t a s a c o n t r o l m e c h a n i s m 

and t o p r o v i d e i n c e n t i v e s t o r e d u c e c o s t s . I n a c t u a l i t y , 

i t a p p e a r e d t o h a v e t h e same e f f e c t a s t h e b u d g e t s ; 

m a n a g e r s s o u g h t t o s t a y i n t h e m i d d l e r a n g e i n t h e 

c o m p a r i s o n s r a t h e r t h a n s e e k i n g t o be t h e b e s t i n t h e 

company. A p o s i t i o n n e a r t h e b o t t o m of t h e r a n g e was 

r e g a r d e d a s j o b t h r e a t e n i n g by t h e t r a n s p o r t manager and s o 

c o s t s w e r e c o n s i d e r e d c a r e f u l l y - A p o s i t i o n n e a r t h e t o p , 

h o w e v e r , was s i m i l a r l y u n d e s i r e d b e c a u s e o n c e a t t h i s 

p o s i t i o n , t h e r e was p r e s s u r e t o r e m a i n t h e r e and q u e s t i o n s 

a s k e d i f t h e y d i d n o t . I n t e n d e d l y r a t i o n a l c o n t r o l 

m e c h a n i s m s i n t r o d u c e d t o m i n i m i s e c o s t s , t h e r e f o r e , 

a p p e a r e d n o t t o h a v e t h e d e s i r e d e f f e c t and a g a i n 

c o n t r i b u t e d t o a s u b s t a n t i a l amount o f s a t i s f i c i n g C * ) . 

5 - 4 - 2 - P r i c i n Q 

As b e h a v i o u r a l t h e o r y s u g g e s t s , r a t e s e t t i n g was done on a 

s u b j e c t i v e l y r a t i o n a l p e r c e n t a g e m a r k u p - o n - a v e r a g e - c o s t s 

b a s i s - The m a g n i t u d e of t h e markup d e p e n d e d on v a r i o u s 

f a c t o r s s u c h a s t h e p e r c e i v e d l e v e l o f c o m p e t i t i o n , t h e 

f i r m ' s own n e e d f o r work, e t c - T h e u s e of r a t e s c h e d u l e s 

(SOPs u s e d t o s i m p l i f y and s t a n d a r d i s e r a t e s a c r o s s r a t e 

q u o t e r s ) , r o u t i n i s e d t h e w h o l e p r o c e s s C * ) -

Many e x a m p l e s of s a t i s f i c i n g w e r e a p p a r e n t t h r o u g h o u t t h e 

r a t e s e t t i n g and r e l a t e d a r e a s C * ) - The r a t e s c h e d u l e s wer^ 

153 



s o n a l b a s e d and w e r e d i v i d e d i n t o t o n n a g e d i v i s i o n s f o r t h e 

c o n v e n i e n c e o f b o t h t h e c u s t o m e r and t h e r a t e s e t t e r . 

R a t e s c o u l d n o t , t h e r e f o r e , be d i r e c t l y r e l a t e d t o c o s t s -

The s c h e d u l e s w e r e a l s o o f t e n d a t e d . The same s c h e d u l e was 

u s e d f o r many y e a r s , u p d a t e d e v e r y y e a r by a p e r c e n t a g e 

b a s e d on j u d g e m e n t . T h i s a p p e a r e d r a t i o n a l t o t h e r a t e 

s e t t e r s . A g a i n , t h e p r o c e s s had become s o r o u t i n i s e d t h a t 

o p e r a t o r s c o u l d n o t s e e t h e c o n s e q u e n c e s o f t h e i r a c t i o n s 

o b j e c t i v e l y . H a u l i e r s a l s o had a t e n d e n c y t o q u o t e r a t e s 

s i m i l a r t o t h o s e on o t h e r c o n t r a c t s r a t h e r t h a n c a l c u l a t i n g 

them d i r e c t l y f r o m c o s t s . R a t e s w e r e a l s o d e p e n d e n t on t h e 

p a r t i c u l a r i n d i v i d u a l q u o t i n g -

E v e n i n t h e c a s e o f t h e l o n g t e r m c o n t r a c t s , t h e r e w e r e 

many e x a m p l e s o f s a t i s f i c i n g . T he g a i n i n g o f l o n g t e r m 

c o n t r a c t s c a n be v i e w e d a s a method of u n c e r t a i n t y 

r e d u c t i o n ( • ) a s i t i n c r e a s e s t h e q u a n t i t y and r e g u l a r i t y o f 

work. H a u l i e r s ' r e c o g n i t i o n of t h e a d v a n t a g e s o f o b t a i n i n g 

l o n g t e r m c o n t r a c t s was w i t n e s s e d by t h e f a c t t h a t most 

h a u l i e r s had a g r e a t d e a l o f c a p i t a l e q u i p m e n t t i e d 

e x c l u s i v e l y t o one c u s t o m e r . R a t e s f o r t h e s e c o n t r a c t s , 

h o w e v e r , w e r e o n l y r e v i e w e d a n n u a l l y and a g a i n o n l y u p d a t e d 

by t h e a d d i t i o n o f a c e r t a i n p e r c e n t a g e b a s e d on j u d g e m e n t 

o f c o s t i n c r e a s e s - As l o n g a s t h e r a t e was s a t i s f a c t o r y , 

n o t h i n g was done t o c h a n g e t h e s i t u a t i o n -

O b t a i n i n g and p r i c i n g b a c k l o a d s was a n o t h e r a r e a of 

s a t i s f i c i n g - To o b t a i n a b a c k l o a d , t h e s t a n d a r d p r o c e d u r e 



was t o t e l e p h o n e a l i s t o-f m a n u - f a c t u r e r s o r o t h e r h a u l i e r s 

b u i l t up o v e r t h e y e a r s , s t a r t i n g w i t h t h o s e c l o s e s t t o t h e 

o u t w a r d d e l i v e r y p o i n t and g e t t i n g p r o g r e s s i v e l y c l o s e r t o 

b a s e u n t i l a l o a d was -found. Once a l o a d h ad b e e n -found, 

t h e s e a r c h p r o c e s s was t e r m i n a t e d ; i t was n o t c o n t i n u e d 

u n t i l t h e b e s t o-f-fer had b e e n r e c e i v e d (•*) - The r a t e 

r e c e i v e d -for t h e j o b was a r r i v e d a t t h r o u g h a p r o c e s s o-f 

b a r g a i n i n g . L i t t l e a n a l y s i s was done t o a s c e r t a i n w h e t h e r 

t h e r a t e e v e n c o v e r e d m a r g i n a l c o s t s . 

S u b c o n t r a c t i n g r a t e s w e r e a l s o s e t by r u l e s a-f t h u m b ( * ) -

U s u a l l y a c e r t a i n p e r c e n t a g e was d e d u c t e d -from t h e r a t e a t 

w h i c h t h e work was o r i g i n a l l y o-f-fered. T h e work was t h e n 

p a s s e d on t o o t h e r known h a u l i e r s . T h e u s e o-f known 

h a u l i e r s was a n o t h e r method o-f c r e a t i n g a n e g o t i a t e d 

e n v i r o n m e n t ( * ) . O n l y r e p u t a b l e h a u l i e r s w e r e g i v e n 

s u b c o n t r a c t i n g work. T h i s r e d u c e s t h e p o s s i b i l i t y o-f t h e 

h a u l i e r d o i n g t h e work r e n e g i n g on h i s r e s p o n s i b i l i t y , and 

t h e r e - f o r e , r e d u c e s t h e c h a n c e s o-f t h e t r a n s p o r t u s e r 

o-f-fering t h e work t o a n o t h e r h a u l i e r i n t h e - f u t u r e -

F e e d b a c k was i m p o r t a n t i n b o t h s p o t r a t e a nd c o n t r a c t 

r a t s q u o t i n g ( * ) - F e e d b a c k was o b t a i n e d -from r e a d i n g t r a d e 

m a g a z i n e s , f r o m t a l k i n g t o d r i v e r s and t h r o u g h 

s u b c o n t r a c t i n g . I t was t a k e n i n t o a c c o u n t i n t h e 

s u b j e c t i v e markup p e r c e n t a g e . 

5-4.3- R e l a t e d A s p e c t s 

155 



P u b l i s h e d C o s t T a b l e s 

The nan u s e of p u b l i s h e d t a b l e s of o p e r a t i n g c o s t s a l s o 

s u p p o r t s many of t h e h y p o t h e s e s o f b e h a v i o u r a l t h e o r y -

T r a n s p o r t p r o v i d e r s seemed, i n t h e m a i n , t o be a w a r e of 

many of t h e p r o b l e m s a s s o c i a t e d w i t h t h e u s e o f s u c h 

t a b l e s - I t c o u l d be a r g u e d t h a t s a t i s f i c i n g o p e r a t o r s 

w o u l d u s e t h e s e f o r m a l i s e d s o u r c e s of c o s t i n f o r m a t i o n f o r 

s u c h p u r p o s e s a s c o s t i n g and r a t e s e t t i n g . T h i s i s n o t 

n e c e s s a r i l y s o - C e r t a i n s a t i s f a c t o r y t a r g e t s n e e d t o be 

met b e f o r e a s a t i s f i c e r w o u l d u s e t h e t a b l e s - I t s eems 

l i k e l y t h a t t h e t a b l e s d i d n o t meet t h e s e t a r g e t s - C o s t e r s 

comments i n T a b l e 5.4 a p p e a r e d t o b e a r t h i s o u t - The c o s t 

t a b l e s i n s t e a d , f o r m e d a r u l e of thumb p r o c e s s t r i g g e r i n g 

s e a r c h < • ) . I f c o s t s w e r e h i g h e r t h a n t h o s e i n t h e t a b l e s , 

t h e n s e a r c h i s t r i g g e r e d t o d i s c o v e r why-

The i n f o r m a t i o n i n t h e t a b l e s was a l s o u s e d f o r 

s u r v e i l l a n c e p u r p o s e s ( * ) . M a n a g e r s l i k e d t o r e a d a l l t h e 

i n f o r m a t i o n on t h e s u b j e c t t o k e e p up t o d a t e . The f a c t 

t h a t t h e y showed them t o m a n a g e r s and c u s t o m e r s i l l u s t r a t e s 

t h e i r d e s i r e t o g i v e a s e m b l a n c e of r a t i o n a l i t y C * ) . I t 

a l s o s u b s t a n t i a t e s t h e h y p o t h e s i s t h a t s u b u n i t i s a t i o n 

o c c u r s . N e i t h e r h i g h e r management n o r c u s t o m e r s h a v e a 

g r e a t d e a l of k n o w l e d g e of t h e t r u e c o s t s o f t r a n s p o r t -

T hey a r e f o r c e d . t o r e l y on i n f o r m a t i o n f r o m t h e i r 

' s p e c i a l i s t s ' . I n f o r m a t i o n r e c e i v e d by h i g h e r management 

i s , t h e r e f o r e , b i a s e d ( * ) -
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5.5- Summary and Model 

T h i s c h a p t e r h a s shown t h a t c o s t i n g and p r i c i n g b e h a v i o u r 

i n t h e 18 f i r m s s u r v e y e d c o n f o r m s q u i t e c l o s e l y w i t h 

t h e d e s c r i p t i o n g i v e n i n t h e l i t e r a t u r e on b e h a v i o u r a l 

t h e o r y . I t h a s been d e m o n s t r a t e d , f o r i n s t a n c e , t h a t 

members s a t i s f i c e d r a t h e r t h a n m a x i m i s e d , w e r e i n t e n d e d l y 

r a t i o n a l , t r i e d t o r e d u c e u n c e r t a i n t y by c r e a t i n g a 

n e g o t i a t e d e n v i r o n m e n t and w e r e a d a p t i v e o r g a n i s m s r e l y i n g 

t o a l a r g e e x t e n t on s t a n d a r d o p e r a t i n g p r o c e d u r e s and 

r u l e s of thumb. C o s t s and p r i c e s w e r e n o t c o n t r o l l e d by 

one i n d i v i d u a l s e e k i n g t o m a x i m i s e p r o f i t s , b u t d e p e n d e d on 

t h e i n t e r a c t i o n o f many i n d i v i d u a l s e a c h w i t h d i f f e r e n t 

g o a l s . Members had d i f f e r e n t m e t h o d s of o p e r a t i n g 

d e p e n d i n g on t h e i r a s p i r a t i o n s . T h e r e w e r e n o - i n d u s t r y 

w i d e methods o f c o s t i n g and p r i c i n g b u t a r a n g e o f m e t hods 

r a n g i n g f r o m t h e v e r y p r o f i c i e n t t o t h e a l m o s t non 

e x i s t e n t , e a c h one e q u a l l y a c c e p t a b l e t o t h e t r a n s p o r t 

m a n a g e r s o f t h e i n d i v i d u a l f i r m s u s i n g them. 

The o b j e c t i v e s of t h i s t h e s i s i n c l u d e t o d i s c o v e r how 

p e r c e i v e d c o s t s and p r i c e s a r e d e t e r m i n e d and t o 

i n v e s t i g a t e t h e i n f l u e n c e s on c o s t i n g b e h a v i o u r - S i n c e 

s u p p o r t f o r t h e b e h a v i o u r a l t h e o r y i s s o s t r o n g on a 

g e n e r a l l e v e l , i t i s l o g i c a l t o a s s u m e t h a t i t c o u l d 

p r o v i d e some i n s i g h t s i n t o b o t h t h e d e t e r m i n a t i o n of c o s t s 

and t h e i n f l u e n c e s on c o s t i n g and p r i c i n g b e h a v i o u r - I t i s 

p r o p o s e d t h a t s e v e r a l v a r i a b l e s emerge f r o m t h e b e h a v i o u r a l 

t h e o r y and t h e o n - s i t e o b s e r v a t i o n s w h i c h c o u l d h a v e a 
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d e t e r m i n i n g i n f l u e n c e . T h i s c h a p t e r c o n c l u d e s by p r o p o s i n g 

t h e f o l l o w i n g model of p e r c e i v e d c o s t d e t e r m i n a t i o n . 

n O D E L O F T H E OrTERHI NATIO M .0 F P E R C E I V E D C O S T S 

3EHAVICUHAL Vi;'^IA8LE3 

Level of* 
Competitive Pressure 
Level of* 
Competitive Pressure 

Stated Goals Stated Goals 

Level o f 
Search 

• Level or 
1 Performance T o n i t j r i n g 

e r c t 2 i ved 
. Costs 

3T=!UCTÛ .̂ L VA-.I 

St r u c t u r = 

r 3 n a c 9 m o n t -j t r u c t u r • 

L e v e l o f 
Education 

Use c f 
Budgets and Targets 
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CHAPTER 6 

PRELIMINARY T E S T I N G OF THE MODEL R E L A T I N G BEHAVIOURAL 

THEORY TO COSTS AND P R I C E S - R E S U L T S FROM A SURVEY OF 

THE SAME I B FIRMS. 

6- 1 I n t r o d u c t i o n 

The p r e v i o u s c h a p t e r d e m o n s t r a t e d t h a t t h e r e was 

c o n s i d e r a b l e e m p i r i c a l e v i d e n c e t o s u p p o r t t h e 

a p p l i c a b i l i t y of b e h a v i o u r a l t h e o r y t o t r a n s p o r t o p e r a t o r s ' 

c o s t i n g and p r i c i n g m ethods and a p p r o a c h e s . I t end e d by 

p r o p o s i n g a model of t h e d e t e r m i n a t i o n of p e r c e i v e d c o s t s 

and t h e i n f l u e n c e s on t h e l e v e l of d e t a i l o f c o s t i n g i n 

t e r m s of a s e t of s t r u c t u r a l a nd b e h a v i o u r a l v a r i a b l e s . 

T he p u r p o s e o f t h e p r e s e n t c h a p t e r i s t o d i s c o v e r w h e t h e r 

t h e r e i s any p r e l i m i n a r y s u p p o r t f o r t h i s m o d e l . I t b u i l d s 

upon t h e p r e c e d i n g c h a p t e r by c o n s i d e r i n g c o s t s a nd r a t e s 

o b t a i n e d f r o m t h e same 18 f i r m s by way o f a 

q u a s i - e x p e r i m e n t a l d e s i g n i n c o s t i n g and p r i c i n g ( QEDCP), 

and r e l a t e s them t o t h e s t u c t u r a l and b e h a v i o u r a l 

v a r i a b l e s , d a t a on w h i c h was o b t a i n e d u s i n g a 

q u e s t i o n n a i r e , a l s o s e n t t o t h e 18 f i r m s . 

A l t h o u g h a p p r o a c h e s t o c o s t and r a t e s e t t i n g w e r e 

c o n s i d e r e d i n some d e t a i l i n t h e on s i t e v i s i t s , f i g u r e s on 

p e r c e i v e d c o s t s and r a t e s w e r e n o t a c t u a l l y o b t a i n e d . 

A l s o , t h e i n f o r m a t i o n o b t a i n e d f r o m t h e o n - s i t e v i s i t s was 
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v e r y u n s t r u c t u r e d , m a k i n g i n t e r - f i r m c o m p a r i s o n s d i f f i c u l t 

A s k i n g t h e o p e r a t o r s t o c o m p l e t e a q u e s t i o n n a i r e was a 

method of f o r m a l i s i n g t h e d a t a s o a s t o f a c i l i t a t e 

i n t e r - f i r m c o m p a r i s o n s and t h e l i n k i n g of t h e v a r i a b l e s t o 

p e r c e i v e d c o s t s - I t p r o v i d e s , t h e r e f o r e , a l i n k b e t w e e n 

t h e i n - d e p t h s t u d y of t h e a p p r o a c h e s t o c o s t i n g and 

p r i c i n g ( t h e s u b j e c t of t h e p r e v i o u s c h a p t e r ) and t h e 

s t a t i s t i c a l d e t e r m i n a t i o n o f c o s t s ; one o f t h e u l t i m a t e 

a i m s o f t h i s t h e s i s a n d t h e s u b j e c t o f t h e f o l l o w i n g 

c h a p t e r . I t a l s o a c t s a s a k i n d of p i l o t s t u d y t o t h e larg« 

s c a l e s u r v e y , by i n d i c a t i n g t h e b e s t method o f o b t a i n i n g 

t h e r e q u i r e d i n f o r m a t i o n i n t e r m s o f t h e k i n d of q u e s t i o n s 

i t w o uld be a p p r o p r i a t e t o a s k and e v e n t h e e x a c t f o r m o f 

t h e q u e s t i o n s . 

The c h a p t e r s t a r t s by d e s c r i b i n g and r a t i o n a l i s i n g t h e 

r e s e a r c h method. I t g o e s on t o a n a l y s e t h e r e s p o n s e s t o 

t h e QEDCP and q u e s t i o n n a i r e , f i r s t i n d e p e n d e n t l y , and t h e n 

i n r e l a t i o n t o one a n o t h e r . I t i s shown t h a t t h e 

s t r u c t u r a l and b e h a v i o u r a l v a r i a b l e s h a v e a c o n s i d e r a b l e 

i n f l u e n c e on c o s t s and c o n c l u d e s t h a t a f u l l s c a l e s u r v e y 

i s n e c e s s a r y t o d e t e r m i n e t h e p r e c i s e r e l a t i o n s h i p s . 

6.2. R e s e a r c h Method 

6.2-1, C o l l e c t i o n of d a t a on c o s t s and r a t e s 

O b s e r v a t i o n s a t t h e l a f i r m s showed t h a t c o s t s and r a t e s 
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a t any one f i r m v a r i e d a c c o r d i n g t o f a c t o r s s u c h a s t h e 

u r g e n c y o f t h e l o a d o r f a m i l i a r i t y w i t h t h e c u s t o m e r . I n 

o r d e r t o d i s c o v e r and u n d e r s t a n d t h e r e l a t i o n s h i p b e t w e e n 

c o s t s and r a t e s and t h e b e h a v i o u r a l and s t r u c t u r a l 

v a r i a b l e s , t h e r e f o r e , a method o f e l i c i t i n g c o s t s and r a t e s 

f o r a v a r i e t y of c o n d i t i o n s was n e c e s s a r y . 

The method u s e d had t o be s i m p l e , f o r a l t h o u g h t h e 

o p e r a t o r s had p l e d g e d f u r t h e r h e l p , many w e r e somewhat 

a p p r e h e n s i v e of t h e v a l u e o f a c a d e m i c s t u d i e s . T h e y w o u l d 

n o t , t h e r e f o r e , s p e n d a g r e a t d e a l of t i m e t r y i n g t o 

u n d e r s t a n d t h e f o r m a t of t h e e ; < e r c i s e . 

The r e s e a r c h i n s t r u m e n t u s e d f o r e l i c i t i n g c o s t s and 

r a t e s t o o k t h e n o v e l f o r m of a q u a s i - e x p e r i m e n t a l d e s i g n i n 

c o s t i n g and p r i c i n g (QEDCP). A QED i s d e s c r i b e d by C o z b y 

( 1 9 8 1 ) a s "an a t t e m p t t o a p p r o x i m a t e t h e c o n t r o l f e a t u r e s 

of t r u e e x p e r i m e n t s i n o r d e r t o i n f e r t h a t a g i v e n 

t r e a t m e n t d i d h a v e t h e d e s i r e d e f f e c t " . Y i n ( 1 9 8 4 ) s a y s i t 

may be u s e d " i n s i t u a t i o n s i n w h i c h t h e e x p e r i m e n t e r c a n n o t 

m a n i p u l a t e b e h a v i o u r b u t i n w h i c h t h e l o g i c o f e x p e r i m e n t a l 

d e s i g n may s t i l l be u s e d . " 

The QEDCP had t o i n c o r p o r a t e two e s s e n t i a l f e a t u r e s : 

1) i t had t o be s t a n d a r d s o t h e i n t e r - c o m p a n y 

c o m p a r i s o n s c o u l d be made-

2 ) i t had t o be r e l e v a n t t o a l l t h e o p e r a t o r s . 

D e s i g n i n g a s i n g l e QEDCP w i t h b o t h t h e s e p r o p e r t i e s p r o v e d 
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t o be i m p a s s i b l e - The 18 f i r m s had a v a r i e t y o f v e h i c l e 

t y p e s ( t i p p e r s , a r t i c s , e t c . ) , o p e r a t e d u s i n g d i f f e r e n t 

f i n a n c i a l s y s t e m s (some w e r e c o s t c e n t r e s , some p r o f i t 

c e n t r e s ) and had a w i d e r a n g e o f a c t i v i t i e s - A d i v i s i o n 

was, t h e r e f o r e , made b e t w e e n 0/A and H/R a s t h i s was t h e 

most o b v i o u s d i f f e r e n t i a t i n g f a c t o r . The f i n a l v e r s i o n s of 

t h e QEDCP a r e shown i n A p p e n d i x 4̂ -

B e c a u s e o f t h e o r i g i n a l i t y o f t h i s a p p r o a c h , t h e QEDCPs 

a r e d e s c r i b e d i n some d e t a i l b e l o w . 

The DEDCP-

The o p e r a t o r s w e r e p r e s e n t e d w i t h a " j o b o p p o r t u n i t y ' * b a s e d 

on a c e r t a i n s e t o f c o n d i t i o n s ( s e e b e l o w ) , w h i c h t h e y w e r e 

a s k e d t o c o s t and p r i c e . I n t u r n , e a c h o f t h e c o n d i t i o n s 

was c h a n g e d and t h e o p e r a t o r s w e r e a s k e d t o g i v e a new c o s t 

and p r i c e t a k i n g i n t o a c c o u n t t h e s e c h a n g e s i n c o n d i t i o n s -

T h u s , t h e e x e r c i s e a t t e m p t e d t o be a r e a l i s t i c s i m u l a t i o n 

of t h e work n o r m a l l y c a r r i e d o u t by t h o s e r e s p o n s i b l e f o r 

c o s t i n g and p r i c i n g w i t h i n t h e f i r m s . I t was 

q u a s i - e x p e r i m e n t a l i n t h a t e a c h q u e s t i o n i n t r o d u c e d one 

c h a n g e t o t h e o r i g i n a l " j o b o p p o r t u n i t y " f o r w h i c h c o s t s 

and r a t e s w e r e s o u g h t , w h i l s t a l l o t h e r c o n d i t i o n s r e m a i n e d 

t h e same-

Job O p p o r t u n i t y (H/R) 
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" I t i s T u e s d a y and y o u r f i r m i s i n a r e l a t i v e l y s l a c k 

p e r i o d . A new c u s t o m e r a s k s y o u t o t r a n s p o r t 3 l o a d s of 

p a l l e t e d t i n n e d p e a s ( r e t a i l v a l u e £500 p e r t o n n e ) w e i g h i n g 

10 t o n n e s , 20 t o n n e s and 23 t o n n e s t o N e w c a s t l e Upon T y n e 

f o r d e l i v e r y on F r i d a y - You know b a c k l o a d s w i l l be 

a v a i l a b l e f r o m N e w c a s t l e t o y o u r d e p o t f o r w h i c h y o u w i l l 

r e c e i v e £250 p e r v e h i c l e . (You may a s s u m e t h a t t h e l o a d s 

would f i t i n t o c u r t a i n s i d e r s i f d e s i r e d ) 

P o i n t s A r i s i n g 

a) T u e s d a y was s t i p u l a t e d t o g i v e a n i d e a of t h e u r g e n c y 

of t h e l o a d . 

b) A s l a c k p e r i o d was s u g g e s t e d t o g i v e an i n d i c a t i o n o f 

t h e w o r k l o a d a t t h e t i m e -

c> T i n n e d p e a s w e r e c h o s e n a s t h i s was a v e r y s t a n d a r d 

l o a d of a v e r a g e v a l u e , w i t h no s p e c i a l r e q u i r e m e n t s s u c h a s 

a d d i t i o n a l i n s u r a n c e , and no h a n d l i n g p r o b l e m s s u c h a s 

f r a g i 1 i t y . 

d) The t h r e e w e i g h t c a t e g o r i e s w e r e c h o s e n a s t h e y 

r e p r e s e n t e d a f u l l l o a d f o r a 32 t o n n e v e h i c l e ( 2 0 t o n n e s ) , 

a f u l l l o a d f o r a 38 t o n n e v e h i c l e ( 2 3 t o n n e s ) and an 

a p p r o x i m a t e l y h a l f l o a d f o r e i t h e r o f t h o s e v e h i c l e s . T h e 

32 t o n n e and 38 t o n n e v e h i c l e s w o u l d be w e i g h t c o n s t r a i n e d 

w i t h t h e s e l o a d s - The w e i g h t s s p e c i f i e d w o u l d e n a b l e 

c o m p a r i s o n s of t h e c o s t s and r a t e s o f a 32 t o n n e and a 33 
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t o n n e v e h i c l e . 

e ) N e w c a s t l e Upon T y n e was s e l e c t e d a s t h e l o a d 

d e s t i n a t i o n p o i n t a s i t i s a l a r g e , w e l l known c i t y , f a r 

enough f r o m e a c h o f t h e f i r m s t o i n v o l v e a c o n s i d e r a b l e 

l e v e l o f t r u n k i n g . A s p e c i f i c d e s t i n a t i o n r a t h e r t h a n a 

d i s t a n c e was s t i p u l a t e d a s t h e o p e r a t o r s w o u l d t h e n know 

t h e s o r t o f r o u t s t h i s w o u l d i n v o l v e a n d t h u s t h e l i k e l y 

j o u r n e y t i m e . 

f ) A b a c k l o a d r a t e was s p e c i f i e d t o make t h e j o b 

o p p o r t u n i t y r e a l i s t i c . T h e a c t u a l r a t e was s u g g e s t e d by 

t h e o p e r a t o r u s e d i n t h e p i l o t e x e r c i s e ( s e e b e l o w ) . 

g) At t h e s u g g e s t i o n of t h i s h a u l i e r , a s e n t e n c e was 

i n c l u d e d a t t h e end t o t h e e f f e c t t h a t t h e l o a d s w ould f i t 

i n t o a c u r t a i n s i d e r . T h i s was p u r e l y f o r c l a r i f i c a t i o n 

p u r p o s e s . 

h) The s p e c i f i c a t i o n of a new c u s t o m e r s i g n i f i e d t h a t s p o t 

r a t e s s h o u l d be q u o t e d -

S u b s e q u e n t Q u e s t i o n s 

F o l l o w i n g t h e j o b o p p o r t u n i t y , t h e p e r s o n C s ) r e s p o n s i b l e 

f o r c o s t i n g and p r i c i n g i n e a c h f i r m was a s k e d t o a n s w e r 12 

q u e s t i o n s . The r a t i o n a l e f o r q u e s t i o n 1 w i l l be d e s c r i b e d 

below- As t h e s u b s e q u e n t q u e s t i o n s f o l l o w t h e f o r m a t of 
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t h i s f i r s t q u e s t i o n , o n l y t h e changes w i l l be d e s c r i b e d -

Q u e s t i o n 1 

a) How much w o u l d i t c o s t you t o t r a n s p o r t each l o a d t o 

i t s d e s t i n a t i o n assuming you c o u l d - f i n d no o t h e r goods t o 

send a l o n g w i t h t h e 10 t o n n e l o a d ? 

b) What t y p e ( e . g . a r t i c 3+2) and maximum GVW o-f v e h i c l e 

w o u l d you use -for each l o a d ( p l e a s e s t a t e i-f n o t a v e h i c l e 

i n y o u r - f l e e t ) ? 

c ) What p r i c e w o u l d you c h a r g e -for each l o a d a s s u m i n g you 

a l l o w no d i s c o u n t f o r t r a n s p o r t i n g t h e s e l o a d s ? 

d) Would you p r e f e r t o s u b c o n t r a c t t h e s e l o a d s ? 

Comments 

P a r t a) asked t h e r e s p o n d e n t t o assume t h a t no o t h e r 

goods were s e n t a l o n g w i t h t h e 10 t o n n e l o a d t o i n d i c a t e 

t h a t t h i s l o a d must be t a k e n by i t s e l f 

P a r t b) was d e s i g n e d t o show w h e t h e r a 32 t o n n e o r a 38 

t o n n e v e h i c l e w o u l d be used so t h a t c o s t s and r a t e s c o u l d 

be r e l a t e d t o GVW, 

P a r t c) s o u g h t t o d e t e r m i n e w h e t h e r t h e j o b o p p o r t u n i t y 

was w i t h i n t h e o p e r a t o r s ' s a v e chap6b n o r m a l r e a l m s o f work, 

The r e m a i n d e r o f t h e q u e s t i o n s asked f o r t h e same 
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i n - f a r m a t i o n g i v e n a change i n one o-f t h e c o n d i t i o n s o-f t h e 

j o b o p p o r t u n i t y - The r a t i o n a l e -for t h e changes i s as 

-f o l l o w s : 

Q u e s t i o n 2 asked t h e r e s p o n d e n t t o assume t h a t i n s t e a d o-f 

peas, t h e c a r g o was ( i ) c o s t l y p r e c i s i o n goods ( r e t a i l 

v a l u e £1500 p e r t o n n e ) and ( i i ) cheap n e w s p r i n t ( r e t a i l 

v a l u e £100 p e r t o n n e ) . T h i s q u e s t i o n s o u g h t t o a s c e r t a i n 

t h e i n - f l u e n c e o-f t h e c a r g o ' s v a l u e on t h e p r i c e c h a r g e d -

P r e c i s i o n t o o l s and n e w s p r i n t were s p e c i - f i e d b e c a u s e t h e y 

were b o t h e:<amples o-f heavy p r o d u c t s w h i c h w o u l d w e i g h t 

c o n s t r a i n t h e v e h i c l e s . 

Q u e s t i o n 3 i n c r e a s e d t h e u r g e n c y o-f t h e l o a d s by 

s t i p u l a t i n g d e l i v e r y on Wednesday and s t a t i n g t h a t t h e y 

w o u l d o n l y be r e a d y -for c o l l e c t i o n a t 4p.m on Tuesday. 

Q u e s t i o n 4 s o u g h t t o d i s c o v e r t h e i n - f l u e n c e o-f 

a v a i l a b i l i t y o-f work by a s k i n g t h e r e s p o n d e n t t o assume 

t h a t t h e i r company was busy r a t h e r t h a n b e i n g i n a s l a c k 

p e r i o d . 

Q u e s t i o n 5 asked t h e r e s p o n d e n t t o t a k e one l o a d o f 20 

t o n n e s a) 100 m i l e s b) 400 m i l e s and c) 450 m i l e s , r a t h e r 

t h a n t a k i n g t h r e e l o a d s t o N e w c a s t l e . The p u r p o s e o-f t h i s 

q u e s t i o n was t o d i s c o v e r t h e i n - f l u e n c e o-f d i s t a n c e on p r i c e 

and c o s t , 

Q u e s t i o n 6 asked t h e r e s p o n d e n t t o assume t h a t t h e j o b 

166 



was -for a r e g u l a r c u s t o m e r who a c c o u n t e d -for 357. o-f 

b u s i n e s s . I t s o u g h t t o gauge t h e i n - f l u e n c e on p r i c e o-f 

r e g u l a r i t y o-f custom. 

I n q u e s t i o n 7, t h e r e s p o n d e n t was asked t o assume t h a t no 

b a c k l o a d s were a v a i l a b l e . Thus i t s o u g h t t o d e t e r m i n e t h e 

d i f f e r e n c e made t o r a t e s by t h e absence o-f b a c k l o a d s . 

Q u e s t i o n 8 i n t r o d u c e d heavy t r a - f - f i c c o n d i t i o n s w h i c h 

s l o w e d t h e j o u r n e y by 2 h o u r s - The r e s p o n s e g i v e n t o t h i s 

q u e s t i o n was d e s i g n e d t o show -̂.he e f f e c t o f a c t u a l as 

opposed t o e><pected ch.^nges o f j o u r n e y t i m e on r a t e s . 

Q u e s t i o n 9 c o n c e r n e d t h e i s s u e o f volume c o n s t r a i n e d as 

apposerl t o w e i g h t c o n s t r a i n e d l o a d s and asked t h e 

r e s p o n d e n t t o assume t h a t t h e l o a d s were b u l k y t o i l e t 

r o l l s . 

Q u e s t i o n 10 asked t h e r e s p o n d e n t t o g i v e an e s t i m a t e o f 

t h e f a i r p r i c e f o r t h e j o b . H a u l i e r s c o n s t a n t l y c o m p l a i n e d 

o f r a t e s b e i n g t o o low t o make any p r o f i t . The p u r p o s e o f 

t h i s q u e s t i o n was t o see how c l o s e a c t u a l r a t e s were t o 

d e s i r e d r a t e s . 

F i n a l l y , q u e s t i o n 12 s o u g h t t o d i s c o v e r w h e t h e r h a u l i e r s 

b e l i e v e d t h e y had t h e most e f f i c i e n t v e h i c l e f o r t h e j o b 

and i f n o t , what v e h i c l e s t h e y w o u l d have l i k e d and t h e 

d i f f e r e n c e t h i s w o u l d have made t o t h e c o s t and p r i c e s 

q u o t e d b e f o r e . 
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A d r a f t v e r s i o n o-f b o t h t h e QEDCP and t h e Q u e s t i o n n a i r e 

(see b e l o w ) was t a k e n t o t h e mast h e l p - f u l o p e r a t o r on t h e 

i n i t i a l v i s i t s - He was asked t o c o m p l e t e t h e e x e r c i s e and 

t o say what he u n d e r s t o o d t o be t h e meaning o-f each 

q u e s t i o n . B e l s o n (1982) h a s shown t h e i m p o r t a n c e o-f a s k i n g 

what r e s p o n d e n t s u n d e r s t a n d t o be t h e meaning o-f q u e s t i o n s 

and n o t m e r e l y w h e t h e r t h e y u n d e r s t a n d them. 

•wn Ac c o u n t QEDCP 

S t a n d a r d i s a t i o n o-f t h e H/R QEDCP was r e l a t i v e l y s i m p l e 

because H/R f i r m s n o r m a l 1 v c a r r y a v a r i e t y o-f goods and 

w o u l d , t h e r e - f a r e , be a b l e t o e n v i s a g e c a r r y i n g a s t a n d a r d 

p r o d u c t , such as p e a s , t o any l o c a t i o n s p e c i f i e d by a 

cu s t o m e r . T h i s i s n o t t h e ca s e f o r O/A o p e r a t o r s . Most 

c a r r i e d s o l e l y t h e i r own p r o d u c t s t o f a i r l y f i x e d 

l o c a t i o n s - T h e i r o p e r a t i o n s were much more r i g i d . To d e a l 

w i t h t h i s p r o b l e m t h e O/A q u e s t i o n n a i r e was made s p e c i f i c 

t o t h e o p e r a t o r s ' own p r o d u c t s -

S i n c e t h e r a t i o n a l e b e h i n d t h e QEDCP was t h e same as t h a t 

f o r t h e H/R QEDCP, and some o f t h e q u e s t i o n s were t h e same 

( e x c e p t i n s o f a r as t h e p r o d u c t t h e y a r e asked t o c a r r y was 

d i f f e r e n t ) , d e s c r i p t i o n o f t h e G/A QEDCP w i l l be k e p t t o a 

minimum. The c o m p l e t e QEDCP i s shown i n a p p e n d i x 3a. 
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Job O p p o r t u n i t y 

" I t i s Tuesday and y o u r f i r m i s i n a r e l a t i v e l y s l a c k 

p e r i o d - A new c u s t o m e r a s k s y o u t o t r a n s p o r t t h r e e l o a d s 

o f -.- w e i g h i n g 10 t o n n e s , 20 t o n n e s and 23 

t o n n e s t o N e w c a s t l e Upon Tyne f o r d e l i v e r y on F r i d a y . You 

know t h a t i t w i l l be i m p o s s i b l e t o o b t a i n b a c k l o a d s - " 

Space was t h u s l e f t f o r t h e i n s e r t i o n by t h e r e s e a r c h e r 

o f t h e p r o d u c t m a n u f a c t u r e d by t h e company. F o r e;<ample, 

where t h e p r o d u c t was b e e r , "packaged b e e r " was i n s e r t e d . 

I t was s t a t e d t h a t no b a c k l o a d s w o u l d be o b t a i n a b l e as some 

o f t h e f i r m s v i s i t e d c o u l d n o t c a r r y b a c k l o a d s b e c a u s e , f o r 

i n s t a n c e , t h e y had empty b a r r e l s t o r e t u r n . 

The main d i f f e r e n c e s f r o m t h e H/R QEDCP were; 

1) t h e q u e s t i o n s v a r y i n g t h e v a l u e and b u l k o f t h e l o a d 

were o m i t t e d because o f t h e i r i r r e l e v a n c e t o 0/A o p e r a t o r s . 

2) t h e q u e s t i o n c o n c e r n i n g r e g u l a r i t y o f c u s t o m was changed 

t o one w h i c h asked them t o assume t h a t t h e c u s t o m e r 

a c c o u n t e d f o r a l a r g e p r o p o r t i o n o f t h e m a r k e t f o r t h e i r 

p r o d u c t . 

3) I n t h e H/R QEDCP, one o f t h e v a r i a t i o n s was t o assume 

t h a t no b a c k l o a d s were a v a i l a b l e - I n t h e G/A s i m u l a t i o n , 

t h e v a r i a t i o n was t o assume t h a t b a c k l o a d s were 

a v a i 1 a b l a . 
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P r o b l e m s w i t h t h e O/A QEDCP-

S i n c e t h e O/A and H/R QEDCPs were v e r y s i m i l a r , a p i l o t r u n 

was n o t c a r r i e d o u t . T h i s , however, p r o v e d t o be a 

m i s t a k e - One o p e r a t o r w r o t e on h i s r e t u r n e d f o r m " o n l y 

a p p l i c a b l e t o p u b l i c h a u l i e r s . " A t e l e p h o n e c a l l t o t h i s 

o p e r a t o r c o n f i r m e d t h a t he had n o t r e a l i s e d t h a t t h e 

s i m u l a t i o n r e f e r r e d t o t h e t r a n s p o r t a t i o n o f h i s own 

p r o d u c t . The same c a l l r e v e a l e d a n o t h e r p r o b l e m ; some o f 

t h e O/A o p e r a t o r s were r e g i o n a l b a s e s o f l a r g e r companies-

A s k i n g them t o g i v e a c o s t and p r i c e f o r t r a n s p o r t i n g goods 

t o N e w c a s t l e (an a r e a f a r o u t s i d e t h e i r g e o g r a p h i c a l 

c o v e r a g e ) was, t h e r e f o r e , u n r e a l i s t i c - On f u r t h e r 

c o n s i d e r a t i o n , i t was a l s o f e l t t h a t a s k i n g f i r m s w i t h o u t 

38 t o n n e r s t o t r a n s p o r t 23 t o n n e s o f goads was u n w i s e . 

T e l e p h o n e c a l l s were t h u s made t o a l l t h e O/A o p e r a t o r s t o 

r e c t i f y t h e s i t u a t i o n . The N e w c a s t l e l o c a t i o n was 

changed t o P l y m o u t h i n t h o s e c a s e s where t h e r e s p o n d e n t s 

were r e g i o n a l b a s e s . The d e l i v e r y l o c a t i o n o f one f i r m 

l o c a t e d p a r t i c u l a r l y n e a r t o P l y m o u t h was changed t o 

Penzance- I t was made c l e a r t o a l l t h e f i r m s t h a t t h e 

QEDCP r e f e r r e d t o t h e t r a n s p o r t a t i o n o f t h e i r own goods-

The f i r m s w i t h o u t 38 t o n n s r s were asked t o i g n o r e t h e 23 

t o n n e l o a d . 

6.2-2- C o l l e c t i o n o f d a t a on t h e s t r u c t u r a l and 

b e h a y i o u r a l v a r i a b l e s . 
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Data on t h e s t r u c t u r a l and b e h a v i o u r a l v a r i a b l e s 

i n f l u e n c i n g c o s t s and p r i c e s was c o l l e c t e d by means o f a 

q u e s t i o n n a i r e w h i c h was s e n t t o t h e o p e r a t o r s a l o n g w i t h 

t h e QEDCP- Some o f t h e d a t a had a l r e a d y been a c q u i r e d 

d u r i n g t h e i n i t i a l v i s i t s . However, because i n many c a s e s , 

a y e a r had e l a p s e d s i n c e t h e s e v i s i t s , t h e q u e s t i o n n a i r e 

d u p l i c a t e d some o f t h e i n f o r m a t i o n o r i g i n a l l y o b t a i n e d . 

A l s o , t h e i n f o r m a t i o n p r e v i o u s l y o b t a i n e d was n o t 

s t a n d a r d i s e d between f i r m s ( i . e . e x a c t l y t h e same q u e s t i o n s 

had n o t been asked o f a l l t h e o p e r a t o r s ) . A q u e s t i o n n a i r e 

w o u l d p r o v i d e t h i s s t a n d a r d i s a t i o n as w e l l as t e s t i n g 

q u e s t i o n s f o r t h e l a r g e s c a l e s u r v e y . 

A v e r y i m p o r t a n t a s p e c t o f t h e r e s e a r c h d e s i g n i s 

e s t a b l i s h i n g t h a t t h e q u e s t i o n n a i r e w o r d i n g i s v a l i d 

( W e i s b e r g and Bowen 1 9 7 7 ) . C o n s t r u c t v a l i d i t y i s a c h i e v e d 

by " e s t a b l i s h i n g c o r r e c t o p e r a t i o n a l measures f o r t h e 

c o n c e p t b e i n g s t u d i e d . " ( Y i n 19 8 4 ) . 

O p e r a t i o n a l i s i n g t h e v a r i a b l e s , p a r t i c u l a r l y t h e 

b e h a v i o u r a l v a r i a b l e s , p r o v e d t o be a d i f f i c u l t t a s k 

because t h e r e were no p r e c e d e n t s i n t h e l i t e r a t u r e . 

W o rding t h e q u e s t i o n s so t h a t t h e y w o u l d r e l e v a n t t o t h e 

o p e r a t o r s and so t h a t t h e i r e x a c t meaning w o u l d be 

u n d e r s t o o d , was g r e a t l y a i d e d by t h e i n i t i a l v i s i t s . These 

p r o v i d e d a f r a m e o f r e f e r e n c e an t h e k i n d o f a c t i v i t y w h i c h 

c o u l d be used as an example i n t h e q u e s t i o n s . 
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Knowledge o f t h e i n d u s t r y o b t a i n e d f r o m t h e v i s i t s e n a b l e d 

much use o f t h e c l o s e d ended o r m u l t i c h o t o m o u s q u e s t i o n s -

C a n n e l l and Kahn (1968) say t h a t c l o s e d ended q u e s t i o n s can 

b e s t be used where; a) t h e r e a r e a l i m i t e d number of known 

f r a m e s o f r e f e r e n c e f r o m w h i c h t h e r e s p o n d e n t can answer 

t h e q u e s t i o n - b) w i t h i n t h e s e p o s s i b l e f r a m e s o f 

r e f e r e n c e , t h e r e i s a known r a n g e o f p o s s i b l e r e s p o n s e s -

c) w i t h i n t h i s r a n g e t h e r e a r e c l e a r l y d e f i n e d c h o i c e 

p o i n t s t h a t a p p r o x i m a t e w e l l t h e p o s i t i o n s o f t h e 

r e s p o n d e n t -

Mhere t h e s e c o n d i t i o n s were s a t i s f i e d , c l o s e d ended 

q u e s t i o n s were used i n p r e f e r e n c e t o open ended q u e s t i o n s 

as t h e y w o u l d ease t h e b u r d e n o f work on t h e r e s p o n d e n t s . 

As C h u r c h i l l (19B3) p o i n t s o u t , t h e p r o b a b i l i t y o f someone 

a n s w e r i n g a q u e s t i o n p a r t l y depends on t h e amount o f work 

i n v o l v e d i n p r o d u c i n g an answer- G i v e n t h a t a c o n s i d e r a b l e 

amount o f work was needed f o r t h e s i m u l a t i o n , i t was 

i m p o r t a n t t h a t work r e q u i r e d on t h e q u e s t i o n n a i r e was 

r e d u c e d t o a minimum. Open ended q u e s t i o n s were o n l y used 

when t h e r e was no o b v i o u s r a n g e o f r e s p o n s e s . 

The q u e s t i o n n a i r e was d i v i d e d i n t o 8 s e c t i o n s , each 

s e c t i o n c o r r e s p o n d i n g a p p p r o x i m a t e l y t o one o f t h e 

v a r i a b l e s p r o p o s e d i n t h e model o u t l i n e d a t t h e end o f t h e 

l a s t c h a p t e r - I n o r d e r t o i n c r e a s e c o n s t r u c t v a l i d i t y , each 

v a r i a b l e was c o v e r e d by s e v e r a l q u e s t i c n s -

As w i t h t h e QEDCP, i t was n e c e s a r y t o d e v i s e two 
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q u e s t i o n n a i r e s , one f o r t h e H/R o p e r a t o r s and one f o r t h e 

0/A o p e r a t o r s - Maximum c o m p a r i b i 1 i t y was m a i n t a i n e d by 

m i n i m i s i n g t h e number o f q u e s t i o n s t h a t d i f f e r e d b e tween 

t h e two q u e s t i o n n a i r e s . 

The f o l l o w i n g p a r a g r a p h s b r i e f l y d e s c r i b e t h e 8 s e c t i o n s 

o f t h e q u e s t i o n n a i r e . T h r o u g h o u t t h e d e s c r i p t i o n , t h e H/R 

f o r m a t w i l l be used-

Q u e s t i o n n a i r e 

S e c t i o n 1 s o u g h t t o d e t e r m i n e t h e l e v e l o f c o m p e t i t i v e 

p r e s s u r e as v i e w e d by t h e r e s p o n d e n t , where c o m p e t i t i v e 

p r e s s u r e c o m p r i s e s t h e d i r e c t l e v e l o f p e r c e i v e d 

c o m p e t i t i o n f r o m o t h e r o p e r a t o r s as w e l l as t h e more 

i n d i r e c t c o m p e t i t i v e p r e s s u r e f r o m t h e e x t e r n a l 

e n v i r o n m e n t , such as t h e g e n e r a l s t a t e o f t h e economy-

Q u e s t i o n s 1.1 t o 1.4 gauged t h e p e r c e i v e d l e v e l of competition 

d i r e c t l y w h i l e q u e s t i o n s 1.5 t o 1.7 gauged t h e w i d e r 

c o m p e t i t i v e p r e s s u r e b e a r i n g on t h e f i r m . 

S e c t i o n 2 s o u g h t t o g i v e a t h o r o u g h p i c t u r e o f t h e 

i n f o r m a t i o n g a t h e r i n g , o r s e a r c h p r o c e s s - Q u e s t i o n s 2.1 

and 2-6 s o u g h t t o d i s c o v e r w h e t h e r o p e r a t o r s m o n i t o r e d 

o t h e r h a u l i e r s ' c o s t s and r a t e s , q u e s t i o n s 2-3 and 2.7 t o 

f i n d o u t how and q u e s t i o n s 2.4 and 2.5 t o d i s c o v e r whv-

Q u e s t i o n s 2-8 and 2.9 c o n s i d e r e d t h e m o n i t o r i n g o f g e n e r a l 

t r a n s p o r t news- Q u e s t i o n 2.9 i n c l u d e d a dummy o p t i o n 

( o p t i o n g) t o t e s t t h e h o n e s t y o f t h e r e s p o n d e n t s . 
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S e c t i o n s 3 and 4 c o v e r e d t h e s t a t e d g o a l s o f t h e 

o p e r a t o r s , how t h e y were f o r m a l i s e d ( b u d g e t s and t a r g e t s ) 

and i n c e n t i v e s f o r a c h i e v i n g them ( p e r f o r m a n c e m o n i t o r i n g ) . 

The s t a t e d g o a l s o f t h e o p e r a t o r s were c o v e r e d by q u e s t i o n s 

3 . 1 , 4.1 and 4.4- Q u e s t i o n 3.1 a s k e d o p e r a t o r s t o s t a t e 

what t h e y c o n s i d e r e d t o be t h e o b j e c t i v e s o f t h e i r f i r m , 

w h i l s t q u e s t i o n s 4.1 and 4.4 s o u g h t t o d e t e r m i n e w h e t h e r 

o p e r a t o r s s o u g h t t o m i n i m i s e c o s t s . The q u e s t i o n s were 

i n t e r s p e r s e d between s e c t i o n s so t h a t t h e one q u e s t i o n d i d 

n o t i n f l u e n c e t h e answers t o t h e o t h e r s . Q u e s t i o n s 4.2 and 

4-3 c o n c e r n e d t h e f o r m a l i s a t i o n o f t h e g o a l s . I t a s k e d 

a b o u t t h e frequen-cy and methods o f s e t t i n g b u d g e t s and 

t a r g e t s . Q u e s t i o n 4.5 s o u g h t t o d e t e r m i n e t h e i n c e n t i v e s 

f o r a c h i e v i n g them. The l a t t e r q u e s t i o n a l o n g w i t h 

q u e s t i o n 5.2e s o u g h t t o d i s c o v e r t h e l e v e l o f p e r f o r m a n c e 

m o n i t o r i n g and t h e p r e s s u r e on i n d i v i d u a l s t o m i n i m i s e 

c o s t s -

S e c t i o n 5 c o n t a i n e d a s e r i e s o f q u e s t i o n s on t h e s t r u c t u r e 

o f t h e f i r m i n t e r m s o f t h e g e o g r a p h i c a l c o v e r a g e , t h e 

r i g i d i t y o f t h e management c o n t r o l s y s t e m s and d e p a r t m e n t a l 

h i e r a r c h y -

S e c t i o n 6 c o v e r e d t h e management s t r u c t u r e - I t s o u g h t t o 

d e t e r m i n e t h e l e v e l o f owner i n v o l v e m e n t i n t h e f i r m as 

w e l l as t h e l e g a l f o r m o f t h e company. 

S e c t i o n 7 c o v e r e d t h e e d u c a t i o n a l a c h i e v e m e n t s and 
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e x p e r i e n c e o f t h e r e s p o n d e n t s . 

Some o f t h e q u e s t i o n s on t h e O/A q u e s t i o n n a i r e d i f f e r e d 

f r o m t h o s e on t h e H/R q u e s t i o n n a i r e , b u t t h e s t r u c t u r e o f 

t h e q u e s t i o n n a i r e r e m a i n e d t h e same. 

The q u e s t i o n n a i r e and QEDCP were s e n t t o t h e IS o p e r a t o r 

a l o n g w i t h a c o v e r i n g l e t t e r (shown i n a p p e n d i x 4^c) . 

R e p l i e s were r e c e i v e d f r o m 14 o p e r a t o r s , a l t h o u g h t h e 

QEDCP was o n l y c o m p l e t e d f u l l y by e l e v e n . 

6.3. R e s u l t s 

The f a l l o w i n g pages summarise t h e r e s u l t s f r o m t h e 

q u e s t i o n n a i r e and a n a l y s e t h e r e s p o n s e s f r o m t h e QEDCP-

The r e a d e r i s r e f e r r e d t o t h e c h a p t e r a p p e n d i x f o r a more 

d e t a i l e d p r e s e n t a t i o n o f t h e r e s u l t s f r o m t h e 

q u e s t i o n n a i r e . 

6.3.1. R e s u l t s f r o m t h e q u e s t i o n n a i r e 

The p u r p o s e o f t h e q u e s t i o n n a i r e was t o s t a n d a r d i s e and 

c r y s t a l l i s e many o f t h e o b s e r v a t i o n s o f t h e p r e v i o u s 

c h a p t e r t o e n a b l e i n t e r c o m p a n y c o m p a r i s o n s t h r o u g h 

s t a t i s t i c a l a n a l y s i s . Because o f t h i s , d i s c u s s i o n o f t h e 

r e s u l t s f r o m t h e q u e s t i o n n a i r e i s m i n i m i s e d as i t w o u l d , i n 
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most c a s e s , m e r e l y be d u p l i c a t i n g t h e d i s c u s s i o n o f t h e 

p r e v i o u s c h a p t e r . D i s c u s s i o n i n t h i s c h a p t e r i s m o s t l y 

c o n f i n e d t o t h e r e l e v a n c e o r v a l i d i t y o f t h e q u e s t i o n s - A 

d e t a i l e d d i s c u s s i o n o f a l l t h e r e s u l t s i s t o be f o u n d i n 

C h a p t e r 3 

The f a l l o w i n g c o n s i d e r s t h e r e p l i e s f r o m t h e 14 r e s p o n d e n t s 

a) C o m p e t i t i v e P r e s s u r e 

As w o u l d be e x p e c t e d , t h e l e v e l o f c o m p e t i t i v e p r e s s u r e 

was v i e w e d as b e i n g h i g h by most o p e r a t o r s - When asked 

d i r e c t l y a b o u t t h e l e v e l o f c o m p e t i t i o n , 577. s t a t e d t h a t i t 

was e i t h e r " e x t r e m e l y " o r " v e r y " i n t e n s e . However, when 

asked how many d i r e c t c o m p e t i t o r s t h e y h a d , t h e r e p l i e s 

were s u r p r i s i n g l y l o w , r a n g i n g f r o m O t o 10 and a v e r a g i n g 

4. Most H/R o p e r a t o r s s t a t e d t h a t t h e i r main c o m p e t i t o r s 

were v e r y s i m i l a r t o them i n t e r m s o f s i z e , t y p e o f v e h i c l e 

u s e d , r a n g e o f a c t i v i t i e s and g e o g r a p h i c a l l o c a t i o n . Thus 

d i r e c t c o m p e t i t i o n was p e r c e i v e d as i n t e n s e b u t c o n f i n e d t o 

a r e l a t i v e l y s m a l l number o f l i k e c o m p e t i t o r s -

C o n s i d e r i n g t h e w i d e r a s p e c t s o f c o m p e t i t i v e p r e s s u r e , 797. 

of t h e o p e r a t o r s s t a t e d t h a t t h e r o a d h a u l a g e i n d u s t r y was 

e i t h e r " f a i r l y " o r " v e r y " d e p r e s s e d . F u r t h e r m o r e , t h e 

n a t i o n a l economy was a l s o v i e w e d as d e p r e s s e d , t h o u g h 

s l i g h t l y l e s s so t h a n t h e r o a d h a u l a g e i n d u s t r y - D e s p i t e 

t h i s gloomy p i c t u r e , 57"/l o f t h e o p e r a t o r s were o p t i m i s t i c 

f o r t h e f u t u r e , s t a t i n g t h a t t h e y e x p e c t e d b u s i n e s s t o 
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i m p r o v e i n t h e coming y e a r -

O v e r a l l , H/R o p e r a t o r s p e r c e i v e d t h e l e v e l o f c o m p e t i t i v e 

p r e s s u r e t o be more i n t e n s e t h a n t h e 0/A o p e r a t o r s , 

t h e s m a l l e r f i r m s p e r c e i v e d i t t o be more i n t e n s e t h a n t h e 

l a r g e r f i r m s and owner managed f i r m s v i e w e d as more i n t e n s e 

t h a n non owner managed f i r m s ( t h o u g h i n t h i s s t u d y , t h e 

s m a l l e r f i r m s were g e n e r a l l y t h e owner managed f i r m s w h i c h 

were a l s o o f t e n t h e H/R f i r m s ) . These r e s u l t s c e r t a i n l y 

c o i n c i d e w i t h t h e v i e w o b t a i n e d f r o m t h e i n i t i a l o n — s i t e 

v i s i t s , w h i c h s u g g e s t s t h a t t h e q u e s t i o n s were v a l i d . 

b> I n f o r m a t i o n H a n d l i n g 

A l l e x c e p t one o p e r a t o r t r i e d t o f i n d o u t h a u l a g e r a t e s 

c h a r g e d by o t h e r o p e r a t o r s . To do t h i s , t h e y used s e v e r a l 

methods i n c o n j u n c t i o n , b u t t h e most p o p u l a r were by 

t a l k i n g t o o t h e r o p e r a t o r s and by t a l k i n g t o c u s t o m e r s . 

The main r e a s o n g i v e n f o r m o n i t o r i n g r a t e s was n o t 

t o keep t h e i r own r a t e s c o m p e t i t v e , b u t " o u t o f i n t e r e s t " . 

O t h e r o p e r a t o r s ' c o s t s were m o n i t o r e d by o n l y 647. o f t h e 

o p e r a t o r s - A g a i n , t h o s e who m o n i t o r e d c o s t s d i d so u s i n g 

s e v e r a l methods i n c o n j u n c t i o n ; t h e most p o p u l a r b e i n g 

t h r o u g h p u b l i s h e d c o s t t a b l e s and, a g a i n , by t a l k i n g t o 

o t h e r o p e r a t o r s -

O p e r a t o r s a l s o g a t h e r e d more g e n e r a l t r a n s p o r t i n f o r m a t i o n 

by s u b s c r i b i n g t o and r e a d i n g t r a n s p o r t m agazines such as 
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Commercial M o t o r (CM) and M o t o r T r a n s p o r t (MT). A l l t h e 

o p e r a t o r s r e c e i v e d a t l e a s t t w o such p u b l i c a t i o n s and t h r e e 

o f them r e c e i v e d f i v e . Many o f t h e o p e r a t o r s a l s o a t t e n d e d 

c o n f e r e n c e s , c o u r s e s and o t h e r m e e t i n g s t o keep up t o d a t e 

w i t h t h e t r a n s p o r t news. 

Thus, most o f t h e o p e r a t o r s were keen t o g a t h e r 

i n f o r m a t i o n on c o s t s and r a t e s as w e l l as g e n e r a l t r a n s p o r t 

i s s u e s . 

c) O b j e c t i v e s o f o p e r a t o r s 

The most p o p u l a r s t a t e d o b j e c t i v e ( t i c k e d by 86X o f t h e 

o p e r a t o r s ) was t o p r o v i d e a good s e r v i c e t o t h e i r 

c u s t o m e r s . T h i s was f o l l o w e d i n p o p u l a r i t y by m a x i m i s i n g 

v e h i c l e u t i l i s a t i o n . By f a r t h e most p o p u l a r f i n a n c i a l 

o b j e c t i v e was t o m a x i m i s e r e t u r n on c a p i t a l (ROC) , w i t h 64'/C 

o f o p e r a t o r s s t a t i n g t h a t t h i s was a m a j o r o b j e c t i v e . T h i s 

compares t o o n l y 36X o f o p e r a t o r s who s t a t e d t h a t 

m a x i m i s i n g p r o f i t s was a m a j o r o b j e c t i v e . I n f a c t , as many 

o p e r a t o r s a d m i t t e d t o s e e k i n g o n l y t o make an a c c e p t a b l e 

l e v e l o f p r o f i t s as s t a t e d s e e k i n g t o m a x i m i s e p r o f i t s . 

F u r t h e r m o r e , 227. o f t h e o p e r a t o r s s t a t e d t h a t t h e y d i d n o t 

seek t o m a x i m i s e any o f t h e f i n a n c i a l o b j e c t i v e s . 

I n r e s p o n s e t o t h e q u e s t i o n "do you t r y t o m i n i m i s e 

c o s t s , keep c o s t s w i t h i n b u d g e t s o r keep c o s t s a t an 

a c c e p t a b l e l e v e l " , 29'/. o f t h e o p e r a t o r s a d m i t t e d t o n o t 
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s e e k i n g t o m i n i m i s e c o s t s . T h i s i s a h i g h p e r c e n t a g e 

c o n s i d e r i n g f i r s t l y t h a t t h e r e i s l i k e l y t o be some 

p r e s s u r e on o p e r a t o r s t o say t h a t t h e y t r i e d t o m i n i m i s e 

c o s t s and s e c o n d l y t h a t a few more o p e r a t o r s may have 

a d m i t t e d t o n o t s u c c e e d i n g i n m i n i m i s i n g c o s t s . 

Thus, i t was shown i n t h e p r e v i o u s c h a p t e r t h a t 

s a t i s f i c i n g was p r e v a l e n t among t h e o p e r a t o r s v i s i t e d -

T h i s s e c t i o n shows t h a t o p e r a t o r s do n o t mind a d m i t t i n g 

t h a t t h i s i s so. I f i t i s assumed t h a t t h o s e o p e r a t o r s who 

d i d n o t have c o s t f r a m e w o r k s were s a t i s f i c i n g , t h e n i t i s 

n o t n e c e s s a r i l y t h o s e who s a t i s f i c e t h a t a d m i t t o d o i n g so-

However, i t i s t h e s u b j e c t i v e p e r c e p t i o n s o f t h e o p e r a t o r s 

t h a t a r e i m p o r t a n t and t h i s s e c t i o n d e m o n s t r a t e s t h a t 

o p e r a t o r s w i l l answer q u e s t i o n s on t h i s s u b j e c t h o n e s t l y . 

d) B u d g e t s and T a r g e t s 

A t o t a l o f 707. o f t h e o p e r a t o r s s a i d t h a t t h e y had t a r g e t s 

f o r t h e i r m a j o r o b j e c t i v e s . Of t h e s e , 7%'/, r e v i s e d them 

o n l y a n n u a l l y - O p e r a t o r s use o f b u d g e t s was s i m i l a r , w i t h 

777- o f t h e o p e r a t o r s s t a t i n g t h a t t h e y had b u d g e t s f o r b o t h 

c u r r e n t and c a p i t a l e x p e n d i t u r e - A g a i n t h o u g h , most 

u p d a t e d them o n l y a n n u a l l y . A l l b u t t w o s a i d t h a t t h e y 

were c a l c u l a t e d f r o m • s c r a t c h . From t h e on s i t e 

o b s e r v a t i o n s , t h i s i s a t r u e p i c t u r e e x c e p t t h a t f e w e r 

o p e r a t o r s s a i d t h a t t h e y c a l c u l a t e d b u d g e t s f r o m s c r a t c h . 
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e) P e r f o r m a n c e M o n i t o r i n g 

T hree o f t h e seven o p e r a t o r s w i t h more t h a n one d e p o t had 

t h e i r p e r f o r m a n c e compared w i t h o t h e r d e p o t s i n t h e 

c o u n t r y - The most common f u n c t i o n s o f head o f f i c e were t o 

a n a l y s e t h e d e p o t ' s p e r f o r m a n c e d a t a (done i n 6 o f t h e 7 

c a s e s ) , t o s e t b u d g e t s f o r t h e d e p o t s (5 o f t h e 7 c a s e s ) 

and t o s p e c i f y t h e f o r m o f t h e i r c o s t i n g s y s t e m s (4 o f t h e 

7 c a s e s ) - Thus, head o f f i c e s had q u i t e a h i g h d e g r e e o f 

c o n t r o l o v e r t h e d e p o t s -

f ) E d u c a t i o n 

Most o f t h e o p e r a t o r s had f e w f o r m a l e d u c a t i o n a l 

q u a l i f i c a t i o n s - O n l y 14X o f them had 'A' l e v e l s o r above 

and 45X had no f o r m a l e d u c a t i o n a l q u a l i f i c a t i o n s a t a l l . 

On t h e o t h e r hand, most o f t h e r e s p o n d e n t s had a g r e a t d e a l 

o f e x p e r i e n c e i n t h e i n d u s t r y . T h i r t y s i x p e r c e n t o f them 

had been i n t h e i r r e s p e c t i v e f i r m s f o r more t h a n 20 y e a r s 

and t h e o v e r a l l a v e r a g e was 14 y e a r s . Thus, t h e p e r s o n 

r e s p o n s i b l e f o r c o s t s r e l i e d more on e x p e r i e n c e t h a n on 

f o r m a l e d u c a t i o n -

g) S t r u c t u r e 

The number of v e h i c l e s based a t t h e r e s p o n d e n t s ' d e p o t 
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ranged -from 8 to 100. There was no r e a l di-f-ference between 

the numbers i n t h e 0/A and H/R d e p o t s . However, i f the 

number o-f v e h i c l e s i n the r e s p o n d e n t s ' e n t i r e companies a r e 

c o n s i d e r e d , t h e 0/A r e s p o n d e n t s were l a r g e r than t h e H/R 

companies. As would be e x p e c t e d , s i n c e t r a n s p o r t i s o n l y a 

s m a l l p a r t o-f t h e 0/A companies, 0/A o p e r a t o r s had many 

more employees than H/R o p e r a t o r s . 

A l l but one o-f t h e H/R o p e r a t o r s were l o c a t e d s o l e l y i n 

t h e South West o-f England. T h i s c o n t r a s t s w i t h t h e 0/A 

o p e r a t o r s o-f which o n l y two were based s o l e l y i n t h e South 

Ulest. 

6.3.2. R e s u l t s from the GEDCP 

The r e s u l t s o-f t h e 11 - f u l l y completed QEDCPs w i l l be 

a n a l y s e d by - f i r s t c o n s i d e r i n g t h e q u e s t i o n s r e l a t i n g to 

c o s t s and then c o n s i d e r i n g t h e q u e s t i o n s r e l a t i n g to r a t e s 

The c o s t s per m i l e g i v e n by t h e 11 o p e r a t o r s -for t h e b a s i c 

job o p p o r t u n i t y a r e shown i n T a b l e 6.1-
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TABLE 6-1-

COSTS PER MILE FOR THE BASIC JOB OPPORTUNITY 

pence 
[ F i rm 10 tonne l o a d 20 tonne 1oad 23 tonne l o a d 

! 17 92 92 92 i 54 SO 87 
\ 14 B5 85 85 
! l o 89 103 103 i 15 54 170 -
i 16 100 118 — 

2 58 72 78 
72 97 105 

! 4 53 66 72 
6 100 100 100 

! 7 43 65 72 

D i r e c t c o mparisons cannot be made between -firms because o-f 

th e mileage -factor ( i . e . each -firm was a di-f-ferent d i s t a n c e 

from i t s d e l i v e r y p o i n t ) , which d i s t o r t s such a n a l y s i s -

However, although i n t e r — - f i r m c o m p a r i s o n s o-f a b s o l u t e c o s t s 

cannot be made, comparisons o-f p e r c e n t a g e changes i n c o s t s 

-from t h a t g i v e n i n the o r i g i n a l job o p p o r t u n i t y , a r e 

p e r f e c t l y v a l i d . 

T a b l e 6-2 shows t he di-f-ference made t o c o s t s by load 

s i z e . 
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TABLE 6-2 

DIFFERENCE TO COSTS PER MILE MADE BY LOAD S I Z E 

p e r c e n t a g e s 
1 

F i rm I n c r e a s e -from 
lOT t o 20T (1007.) 

I n c r e a s e -from 
20T to. 23T ( 157.) 

17 0 0 
12 48 9 
14 0 0 : 
10 16 0 ! 
15 215 — j 

1 16 18 1 
2 24 8 

i 3 35 8 
4 25 9 

0 0 
51 1 

C o n s i d e r i n g - f i r s t t h e change i n c o s t s r e s u l t i n g -from t h e 

i n c r e a s e i n l o a d -from 10 to n n e s t o 20 t o n n e s , ( i . e . a 100">̂  

i n c r e a s e i n payload) , t h e c o s t i n c r e a s e s range -from OX t o 

218/1, q u i t e a c o n s i d e r a b l e range. Three o-f t h e e l e v e n 

o p e r a t o r s s t a t e d t h a t t h e l o a d i n c r e a s e would make no 

di-f-ference to c o s t s - T h i s i s p a r t l y e x p l a i n e d by the -fact 

t h a t two o-f t h e s e o p e r a t o r s s t a t e d t h a t t h e y would use t h e 

same weight v e h i c l e -for both l o a d s . Most o-f t h e -firms s a i d 

t h a t the p e r c e n t a g e i n c r e a s e i n c o s t s would be 

s u b s t a n t i a l l y l e s s than t h e p e r c e n t a g e i n c r e a s e i n p a y l o a d , 

s u g g e s t i n g t h e e x i s t e n c e o-f c o n s i d e r a b l e economies o-f s c a l e 

at t h e i n d i v i d u a l v e h i c l e l e v e l . 

T here was g r e a t e r agreement on t h e i n c r e a s e i n c o s t s o-f 

c a r r y i n g - a 23 tonne load a s opposed t o a 20 tonne 1oad-

Four o-f the -five H/R o p e r a t o r s gave a r e s p o n s e w i t h i n t h r e e 

p e r c e n t a g e p o i n t s o-f each o t h e r . They agreed t h a t a 23 

tonne load u s i n g a 38 tonne v e h i c l e would c o s t 
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a p p r o x i m a t e l y 9X more t o c a r r y than a 20 tonne l o a d u s i n g a 

32 tonne v e h i c l e . U n l i k e t h e H/R o p e r a t o r s , none o-f the 

0/A o p e r a t o r s s a i d t h e y would use a 38 tonne v e h i c l e -for 

th e 23 tonne l o a d and a 32 tonne v e h i c l e -for t h e 20 tonne 

load- I t i s d i - f - f i c u l t , there-fore t o make d i r e c t 

c omparisons o-f t h e c o s t i n c r e a s e s -for t h e O/A o p e r a t o r s -

V a r i a t i o n o-f c o s t s w i t h d i s t a n c e 

F i g u r e 6-1 shows how c o s t s per m i l e v a r y w i t h m i l e a g e 

U n l i k e t h e c o s t s g i v e n i n t h e o r i g i n a l job o p p o r t u n i t y , 

c o s t s shown i n f i g 6-1 a r e d i r e c t l y comparable. F i g u r e 

6. 1 shows t h a t t h e r e were c o n s i d e r a b l e di-f-f e r e n c e s i n c o s t s 

between f i r m s - The c o s t per m i l e -For 100 m i l e s ranged -from 

63p t o 21Sp and averaged 107p- Over 400 m i l e s , c o s t per 

m i l e ranged -from 6ap t o 109p and averaged S3p. W h i l s t -for 

450 m i l e s , c o s t s ranged between 66p and 112p and averaged 

82p- The range o-f c o s t s was, t h u s , much l e s s i n t h e 400 

and 450 m i l e c a t e g o r i e s than i n t h e lOO m i l e c a t e g o r y . 

The wide range o-f c o s t s b e l i e s t h e c o n s i d e r a b l e agreement 

between some -firms on c o s t s - In t h e 100 m i l e c a t e g o r y , 

t h r e e -firms s a i d t h e t r i p would c o s t £1 per m i l e - In the 

4O0 m i l s c a t e g o r y , -four o p e r a t o r s agreed on 75p per m i l e 

and a -fi-fth s a i d 70p - In the 450 m i l e c a t e g o r y f o u r 

o p e r a t o r s agreed on a c o s t per m i l e i n t h e range 73p to 
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FIGURE 6.1 

RELATIONSHIP BETWEEN COSTS AND MILEAGE 

2 5 0 

2 0 0 

150 

COSTS PER MILE 
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The main di-f-ference between t h e c o s t s g i v e n by t h e 0/A 

o p e r a t o r s and t h o s e g i v e n by t h e H/R o p e r a t o r s was the 

g r e a t e r v a r i a t i o n i n c o s t s i n t h e O/A c a s e , a s shown by 

T a b l e 6.2 

TABLE 6.3 

STANDARD DEVIATIONS IN COSTS - BY TYPE OF FIRM 

pence 

lOO m i l e s 400 m i l e s 450 m i l e s 

H/R 5-47 13. 5 12- 79 

O/A 56. 55 16-05 18-93 

A l l O p e r a t o r s 40.26 14. 00 15. 28 

In t h e lOO m i l e c a t e g o r y , t h e s t a n d a r d d e v i a t i o n i n c o s t s 

was -far g r e a t e r i n t h e O/A c a s e than i n the H/R c a s e . The 

di-f-ference i s -far l e s s pronounced i n t h e 400 and 450 m i l e 

c a t e g o r i e s . An e x p l a n a t i o n -for t h e g r e a t e r v a r i a t i o n i n 

c o s t s i n t h e O/A s e c t o r c o u l d be t h a t t h e H/R o p e r a t o r s 

were asked t o c a r r y a s t a n d a r d p r o d u c t ( p e a s ) , whereas t h e 

O/A o p e r a t o r s c a r r i e d a g r e a t e r v a r i a t i o n o-f p r o d u c t s . 

O v e r a l l , however, t h e r e was v e r y l i t t l e di-f-ference i n c o s t ; 

between H/R and O/A o p e r a t o r s . 

The r e l a t i o n s h i p between c o s t s and m i l e a g e i s f u r t h e r 

i l l u s t r a t e d i n T a b l e 6.4 which c o n s i d e r s t he changes i n 

c o s t per m i l e between the d i s t a n c e c a t e g o r i e s , 
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TABLE 6-4 

CHANGES IN COST PER MILE OVER DISTANCE 

p e r c e n t a g e s 

F i r m I n c r e a s e from 
100 t o 400 m i l e s 

I n c r e a s e from 
40O t o 450 m i l e s 

17 -25 -12 
12 0 0 
14 0 0 
10 9 -1 
15 - — 
16 -50 3 
2 -36 1 

7 3 -14 -1 
4 -25 
6 0 0 
7 -25 -1 

T a b l e 6. 4 shows t h a t i n t h r e e c a s e s t h e c o s t 

per m i l e was i n v a r i a n t w i t h m i l e a g e . Seven of t h e f i r m s 

b e l i e v e d t h e r e t o be economies of d i s t a n c e , e s p e c i a l l y 

between 100 and 400 m i l e s . T h r e e f i r m s , however, e s t i m a t e d 

t h a t c o s t per m i l e would i n c r e a s e a s mil e a g e i n c r e a s e d 

between p a r t i c u l a r m i l e a g e c a t e g o r i e s -

Again, t h e r e was some agreement on t h e magnitude of t h e 

changes i n c o s t r e s u l t i n g from an i n c r e a s e i n the mi l e a g e . 

Three f i r m s agreed t h a t c o s t s would d e c r e a s e by 25/1 a s 

mileage i n c r e a s e d from 100 t o 400 m i l e s and f o u r f i r m s s a i d 

t h a t c o s t s per m i l e would d e c r e a s e by IX a s m i l e a g e 

i n c r e a s e d from 400 to 450 m i l e s -

R e l a t i n g c o s t s to d i s t a n c e can prob a b l y b e s t be a c h i e v e d 

u s i n g r e g r e s s i o n a n a l y s i s - The r e g r e s s i o n of d i s t a n c e on 

c o s t g i v e s an e q u a t i o n i n which t h e c o n s t a n t can be 
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i n t e r p r e t e d as t h e s t a n d i n g c o s t s and t h e coe-f-f i c i en t a s 

t h e r unning c o s t per m i l e . R e g r e s s i n g d i s t a n c e on c o s t 

u s i n g the c o s t s g i v e n -for 100, 400 and 450 m i l e s (which 

assumed a 20 tonne l o a d ) and t h e c o s t s and m i l e a g e s g i v e n 

•for the 20 tonne l o a d from t h e o r i g i n a l job o p p o r t u n i t y 

( i . e . g i v i n g 41 o b s e r v a t i o n s -from 11 - f i r m s ) , g i v e s t h e 

•following e q u a t i o n , where t h e - f i g u r e s i n b r a c k e t s a r e T 

s t a t i s t i c s : 

COST = 15.3 + 0.843 MILEAGE 

(0.64) (13.3) 

R*= 827. ( a d j u s t e d f o r d e g r e e s o-f freedom) 

The e q u a t i o n s u g g e s t s t h a t s t a n d i n g c o s t s f o r t r a n s p o r t i n g 

a 20T l o a d a r e £15.3 w h i l s t r u n n i n g c o s t s a r e 84p/mile-

The s t a n d a r d e r r o r of the c o n s t a n t i s v e r y h i g h g i v i n g a 

c o r r e s p o n d i n g l y low T - s t a t i s t i c , i n d i c a t i n g t h a t t h e 

c o n s t a n t i s not s t a t i s t i c a l l y s i g n i f i c a n t a t t h e 5X l e v e l . 

T h i s may be because o p e r a t o r s do not t a k e s t a n d i n g c o s t s 

i n t o account when c o s t i n g , which t h e p r e v i o u s c h a p t e r 

showed t o be p a r t l y t r u e - However, i t may a l s o r e f l e c t t h e 

f a c t t h a t no c o s t s a r e g i v e n f o r m i l e a g e s below 100 m i l e s , 

so the i n t e r c e p t i s s u b j e c t to a s u b s t a n t i a l degree of 

v a r i a n c e . The m i l e a g e c o e f f i c i e n t i s v e r y s i g n i f i c a n t . 

The high v a l u e f o r R̂  shows, as e x p e c t e d , t h a t t h e r e i s a 

high c o r r e l a t i o n between c o s t and m i l e a g e . 

The e q u a t i o n above i n c l u d e s c o s t s g i v e n by t h o s e u s i n g 
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v e h i c l e s o t h e r than 32 t o n n e r s to t r a n s p o r t t h e 20T l o a d . 

Using o n l y t h e c o s t d a t a g i v e n by t h o s e u s i n g 32 t o n n e r s , 

the r e g r e s s i o n e q u a t i o n becomes: 

COST = 17-3 + 0-8B2 MILEAGE 

R~ = 88.77. ( a d j u s t e d ) 

The e q u a t i o n s a r e v e r y s i m i l a r , though s u r p r i s i n g l y , t h e 

running c o s t element i s g r e a t e r when o n l y t h e 32 t a n n e r s 

a r e used than when t h e m i x t u r e o-f 38 t o n n e r s and 32 t o n n e r s 

a r e used. 

Cooper and Doganis (1985, p u b l i s h e d s u b s e q u e n t t o t h i s 

s t u d y ) , c o n s i d e r e d t h e c o s t o-f t r a n s p o r t i n g goods v a r i o u s 

d i s t a n c e s u s i n g 32 tonne v e h i c l e s . They asked each o-f t h e 

18 London based f i r m s i n t h e i r s t u d y t o c o s t a s e l e c t e d 

trunk run which t h e -firms i n q u e s t i o n per-formed -frequently-

R e g r e s s i n g d i s t a n c e a g a i n s t c o s t gave t h e e q u a t i o n : 

COST = 26.44 0.424 KILOMETERS 

or COST = 26-44 + 0.678 MILEAGE 

95"/. 

Cooper and Doganis, t h e n , e s t i m a t e d t h a t r u n n i n g c o s t s 

were lower and s t a n d i n g c o s t s h i g h e r than t h o s e -found i n 

t h i s s t u d y . Thus, at low d i s t a n c e s (between 25 and 100 
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m i l e s ) , the two e q u a t i o n s g i v e v e r y s i m i l a r c o s t s , but a s 

t h e d i s t a n c e i n c r e a s e s , c o s t s g i v e n by t h e e q u a t i o n based 

on t h i s s t u d y get p r o g r e s s i v e l y h i g h e r than t h o s e g i v e n by 

t h e Cooper and Doganis e q u a t i o n . One p o s s i b l e e x p l a n a t i o n 

f o r the d i f f e r e n c e s i n t h e e q u a t i o n s would be t h a t 

o p e r a t o r s i n t h e South West have d i f f e r e n t c a s t i n g 

p r a c t i c e s than t h o s e i n London and i n c l u d e more c o s t s as 

r u n n i n g c o s t s and fewer a s s t a n d i n g c o s t s than t h o s e i n 

London. T h i s might be t h e c a s e i f , f o r i n s t a n c e , operator; 

i n t h e South West h i r e d more c a s u a l l a b o u r than t h e i r 

c o u n t e r p a r t s i n London. S i n c e n e i t h e r s t u d y used a 

r e p r e s e n t a t i v e sample, however, t h e r e i s no r e a l r e a s o n t o 

e x p e c t t h a t the two e q u a t i o n s would be e q u a l -

R a t e s 

Only one of the O/A o p e r a t o r s gave r a t e s . The r a t e s g i v e n 

by the e x c e p t i o n a l f i r m were f i x e d i - e t h e same r a t e was 

g i v e n f o r t r a n s p o r t i n g t h e 10 tonne l o a d a s t h e 23 tonne 

lo a d and t h e y were t o t a l l y i n v a r i a n t w i t h t h e changes i n 

c o n d i t i o n s . They were, t h e r e f o r e , omitted from t h e 

a n a l y s i s. 

The r a t e s per m i l e g i v e n by t h e 6 H/R o p e r a t o r s a r e shown i n 

T a b l e 6.5. 
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TABLE 6-5-

RATES PER MILE OF THE H/R GPERATQRS 

pence 

F i r m \ Load 
.Size 

10 tonnes 

78 
86 
66 
48 
48 

134 

20 t o n n e s 

104 
136 
92 
97 
78 

168 

23 tonnes 

115 
152 
105 
111 
91 

176 

Again because of the m i l e a g e f a c t o r , d i r e c t c o m p a r i s o n s 

cannot be made between f i r m s - I n s t e a d , p e r c e n t a g e changes 

from t h e r a t e g i v e n f o r t h e o r i g i n a l "job o p p o r t u n i t y " must 

be c o n s i d e r e d . T a b l e 6.6 shows t h e d i f f e r e n c e made t o 

r a t e s by l o a d s i z e . 

TABLE 6-6 

DIFFERENCE MADE TP RATES BY WEIGHT OF LOAD 

F i rm I n c r e a s e from 
lOT t o 20T (1007.) 

I n c r e a s e from 
20T t o 23T (15'/-) 

2 11 
58 12 

4 39 14 
6 102 14 
7 63 17 
9 25 4 

The i n c r e a s e i n payload from 10 tonnes to 20 t o n n e s 

e l i c i t e d a c o n s i d e r a b l e r a n g e of r a t e i n c r e a s e s from the 

H/R o p e r a t o r s ; from 25X t o 102%. The p e r c e n t a g e i n c r e a s e 

i n r a t e s was, i n most c a s e s , c o n s i d e r a b l y l e s s than the 

p e r c e n t a g e i n c r e a s e i n p a y l o a d , s u g g e s t i n g t h a t c o n a u o t e r s 

r e c e i v e some of the advantages g a i n e d from the economies o f 

s c a l e . As w i t h c o s t s , t h e r e was f a r more agreement o n the 

r a t s i n c r e a s e s subsequent upon t h e payload i n c r e a s e from 20 
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tonnes t o 23 tonnes- Most of t h e o p e r a t o r s s a i d t h a t t h e y 

would i n c r e a s e by about 13Z. 

Subsequent Q u e s t i ons 

The p e r c e n t a g e change i n r a t e s from t h e r a t e g i v e n f o r the 

o r i g i n a l job o p p o r t u n i t y f a l l o w i n g t h e changes i n the 

f i r m s ' demand and s u p p l y c o n d i t i o n s a r e shown i n F i g 6-2 

(a) t o ( d ) . 

F i g 6.3 shows t h a t f i r m s do not respond to a l l changes i n 

demand and s u p p l y c o n d i t i o n s i n t h e same way; i - e r e a c t i o n 

to an i n c r e a s e i n t h e urgency of d e l i v e r y of t h e l o a d i s 

not t h e same a s t h e r e a c t i o n t o an i n c r e a s e i n t h e v a l u e of 

the c a r g o t o be c a r r i e d - Changes i n t h e urgency of t h e 

l o a d , t h e r e g u l a r i t y of custom and t h e a v a i l a b i l i t y of 

b a c k l o a d s caused t h e g r e a t e s t r e a c t i o n i n terms of t h e 

numbers of o p e r a t o r s who changed t h e i r r a t e s a s a r e s u l t of 

the changes i n t h e s e c o n d i t i o n s (4 o p e r a t o r s out of 6 ) . 

U n d e r s t a n d a b l y , the w ithdrawal of t h e b a c k l o a d c a u s e d t h e 

g r e a t e s t r e a c t i o n i n terms of t h e magnitude of t h e r a t e 

i n c r e a s e s , r a n g i n g from 5X t o lOO'A. The two f i r m s t h a t 

showed no r a t e i n c r e a s e f o l l o w i n g t h e w ithdrawal of t h e 

backload s a i d t h a t they would now p r e f e r to s u b c o n t r a c t the 

loads- Thus a l l t h e o p e r a t o r s r e a c t e d i n some way t o a 

withdrawal of the b a c k l o a d s , but t h e r e a c t i o n was d i f f e r e n t 

between f i r m s -

An i n c r e a s e i n the urgency of the l o a d s t o be t r a n s p o r t e d 

192 



FIGURE 6 . 2 a 

DIFFIRENCE MADE TO RATES BY URGENCY OF LOAD 

PERCENTAGE 
60 /f^Cg^A^£ . 
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FIGURE 6.2b 

100 

DIFFERENCE MADE TO RATES BY WITHDRAWAL OF BACKLOADS 

PERCENTAGE 10 TONNES 20 TONNES SSa 23 TONNES 

i i . 
HRM 2 HRM 3 HRM 4 HRM 6 RRM 7 HRM 9 
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FIGURC 6.2c 
DIFFERENCE MADE TO RATES BY HRMS' NEED FOR WORK 

PERCENTAGE INCREASE ^ '0 TONNES 20 TONNES m 23 TONNES 

P 11 

pi! 
HRM 2 HRM 3 RRM 4 RRM 6 RRM 7 HRM 9 

FIGURE 6.2d 
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DIFFERENCE MADE TO RATES BY VALUE OF CARGO 

PERCENTAGE INCREASE ™ 0̂ TONNES B B 20 TONNES 23 TONNES 

FIRM 2 FIRM 3 HRM 4 HRM 6 HRM 7 FIRM 9 
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a l s o caused q u i t e a r e a c t i o n . I n t h i s c a s e , t h e change i n 

r a t e s ranged from 37- t o 487., a g a i n q u i t e a s u b s t a n t i a l 

d i f f e r e n c e . As i n the c a s e of t h e w i t h d r a w a l of b a c k l o a d s , 

the two f i r m s who s a i d t h a t r a t e s would not i n c r e a s e a a 

r e s u l t of t h e i n c r e s e i n u rgency of l o a d s , s t a t e d t h a t t h e y 

would now p r e f e r to s u b c o n t r a c t t h e l o a d s -

Four of the s i x f i r m s s t a t e d t h a t they would d e c r e a s e 

t h e i r r a t e s i f the job was f o r a v a l u e d customer. The 

range of the r a t e d e c r e a s e s was q u i t e narrow - from 2/1 t o 

10'/. and t h e average was around SX- Again, t h i s shows, 

however, t h a t r a t e s were f a i r l y s e n s i t i v e t o changes i n t h e 

c o n d i t i o n s of the customer and t h e f i r m i t s e l f -

R a t e s were l e a s t s e n s i t i v e t o a change i n t h e v a l u e of t h e 

cargo t o be c a r r i e d - Only one f i r m s a i d t h a t t h e y would 

i n c r e a s e t h e i r r a t e s i f t h e v a l u e of the c a r g o i n c r e a s e d 

from £500 to £1500 per tonne-

O v e r a l l , the magnitude of t h e r a t e changes seemed t o bear 

l i t l e r e l a t i o n to t h e weight of t h e l o a d . I n some c a s e s 

the a verage p e r c e n t a g e i n c r e a s e i n r a t e s f o r t h e 20 tonne 

load was g r e a t e r than t h a t f o r t h e lO tonne l o a d , but t h i s 

was by no means always t h e c a s e -

The above a n a l y s i s has shown t h a t . f i r m s r e a c t i n d i f f e r e n t 

ways t o changes i n the demand and s u p p l y c o n d i t i o n s f a c i n g 

them. Two f i r m s changed t h e i r r a t e s on e v e r y o c c a s i o n 

e^jcept f o r a change i n t h e v a l u e of the l o a d , and changed 
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them by a d i f f e r e n t p e r c e n t a g e a c c o r d i n g t o the weight of 

the load- They both, however, made no d i f f e r e n t i a t i o n i n 

r a t e i n c r e a s e s between an i n c r e a s e i n t h e urgency of t h e 

load and t h e i r f i r m ' s need f o r work- Thus, f o r t h e s e two 

f i r m s , r a t e s were s e n s i t i v e t o changes i n the demand and 

supply c o n d i t i o n s f a c i n g them. At t h e o t h e r extreme, one 

f i r m changed i t s r a t e s o n l y i n r e s p o n s e to a w i t h d r a w a l of 

the b a c k l o a d s ; i t s r a t e s were c o m p l e t e l y i n s e n s i t i v e t o 

changes i n o t h e r c o n d i t i o n s . Two f i r m s p r e f e r r e d to 

s u b c o n t r a c t t h e l o a d s r a t h e r than t o i n c r e a s e r a t e s . Thus, 

some f i r m s r e a c t t o change i n c o n d i t i o n s by a l t e r i n g t h e i r 

r a t e s t o s u i t , and o t h e r s p r e f e r t o m a i n t a i n t h e i r r a t e s a t 

a c o n s t a n t l e v e l and s u b c o n t r a c t t h e l o a d s i n o r d e r t o 

a c h i e v e t h i s . Yet ot h e r f i r m s do a m i x t u r e of t h e two. 

F i g s 6 . 3 arid 6 - 4 show r e s p e c t i v e l y , t h e p e r c e n t a g e 

i n c r e a s e i n r a t e s from t h e o r i g i n a l r a t e f o r t h e Job t o 

g i v e t h e respondent what t h e y c o n s i d e r to be a f a i r r a t e 

f o r t h e job and t h e maximum p e r c e n t a g e r e d u c t i o n from t h e 

o r i g i n a l r a t e t h a t they would a c c e p t f o r the job-

Only t h r e e of t h e s i x f i r m s s a i d t h a t they thought r a t e s 

should i n c r e a s e to g i v e them a " f a i r r a t e " . The o t h e r t h r e e 

f i r m s d e s i r e d r a t e i n c r e a s e s of between B'/. and 46X-

Overal1 t h e n , r a t e s do not appear t o be as " u n f a i r " a s the 

t r a n s p o r t p r e s s s u g g e s t s . T h i s i s supp o r t e d by t h e f a c t 

t h a t 4 of the 6 f i r m s s a i d t h a t they would be p r e p a r e d to 

acc e p t a lower r a t e f o r the jo b . The p e r c e n t a g e d e c r e a s e s 
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F I G U R E : 6 . 3 

PERCENTAGE IMCFFEASC IN RATES CONSIDERED N E C E S S A R Y TD Q V E A FAIR PRICE 

m 10 T O N N E S 2 0 T O N N E S Ba 2 3 T O N N E S 

F I R M 2 F I R M 3 F I R M -1 F I R M 6 R R M 7 R R M 9 

F I G U R E 6 . 4 

MAXIMUM PERCENTAGE REDUCTION IN RATES 

m 10 T O N N E S 2 0 T O N N E S S B 2 3 T O N N E S 

R R M 2 H R M 3 R R M 4 R R M 6 F I R M 7 F I R M 9 

1 9 7 



I si'»gt.'d -from ,3X t u and a v e r a g e d £iboOt 5V. 

?/i t o n 

Tti'.-' r e s u l t * ? * ^i rom thi.-si i n ~ d ^ p t h s u r v e y a r e aq^^i*^ !aU(.H''*̂ '*̂ t i v e 

rjt- Lhr: b ehaviour'A1 t h e o r y - Where c o s t s wer*i* d i r e c * : l y 

cpmprtrable bi^tween f r r r n s , i t was shQwn: ^t\et thrsy- di-( i.e-'ed 

. ujrt.~»j der-Abl / be^tweert - f i r m s i Cort-t^ *̂.f"e si c u l n i n t ^ t i o t . a+ a i l. 

th*-r s t a d d a r i i o p e r a t i n g p r o c e d u r e s u s e d irt r u n n i n g the? 

b u s i n e s s and i n t h e c o l l a t i d n of c a s t * 5 . As e a c h f i r m h a s 

s l i c i H t l y d i . - f f e r i n g methbds of o p e r a t i n g and c a l c u l . = i t i n o 

cd*»t^5, e a c h f i r m h a s d i f f e r e n t c p s c s : S i m i l a r l y wi t h e 

jH^^ ,. ^ni^^.^^e ;fn'r'-'-&iT^^' i n c o s t s betwet^-n lo^^ds-

B f e n a v i o u r a l t h e o r y <as d i s c u s s e d i n C h a p t e r 4 > s t a t e s t h a t 

rs-ttes art? d e t e r m i n e d on a s u b j e c t i y e m a r k u p - o n - a v e r a g e ^ c o s t 

b a s i s - The p r e c i s e m a g n i t u d e o f t h e marfcup, i t s a y s , 

depefids on p e r c e p t i o n s of Mhat t h e m a r k e t w i l l b e a r and 

t h i s in. t u r n i s o b t a i n e d from f e e d b a c k from t h e m a r k e t . 

Tne f i n d i n g s above a r e c e r t a i n l y c d h s i s t e n t w i t h t h i s 

s c e n a r i o - R a t e s w e r e f a i r l y s e n s i t i v e t o c h a n g e s i n demand 

and s u p p l y c o n d i t i o n s f a c i n g t h e f i r m s , and t h e r e s p o n s e s ^ 

irf ti?r ms of c h a n g e s i n r a t e s , d i f f e r e d a c c o r d i n g t o which: 

p a r t i c i t l a r c o n d i t i o n changed.. As w ould be ey.pected, t h e 

cha.hg<i-?3 i n ratfe^s f o l l o w i n g any one hange i n c o r i d i / t i o n 

d i f f G - r i ^ d between f i r m s ; t h e r a t e s e t t t f r s eac-h had a 

cli f f er*ent p e r c e p t i o n o f what he m a r k e t would b e a r and. t h u s 

what ^ c o n s t i t u t e d a " r a t i o n a l " r a t e i n t r e a ' s e . 
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6.3,3. R e l a t i f i c ] bhe q u e s t i o n n a i r e and t h e QEDCP 

H a v i n g c o n s i d e r e d t h e r e s u l t s o+ the q u e s t i a n n a i rf5 and t h e 
GiuOLP ^^eparatel•/, t h e n£=':;t s t a g e i s t o r e l a t e i h e Uwo. 
W ith s u c h a s m a l l number o-f -firms, any r e l a t i o n s h i p s -
e m e r g i n g a r e i j n l i t : ; e l y t o be s t a t i s t i c a l l y s i cjni f: c a n t ; Lhey 
i.zeui i n e r i ^ l y be s u g g e s t i v e . S i n c e r a t e s were o r i l y o b t a i n e d 
icir 6 f i f m s , i i" was not p o s s i b l e t o make e v e n t e n t a t i v e 
s u g g e s t i or i i a s t o t h i e i r d e t e r m i n a t i o r t. T h i s s e c t i . o n . 
t h e r e - f o r e , i s c o n c e r n e d o n l y w i t h c o s t s . 

prel. i ifti n a r y s t a g e t o l i n k i n g c o s t s t o t h e v a r i a b l e s 

under .^.tuclv' i-r- t o group t h e -firms i n t e r m s o+ Z i t.'en'̂ s::̂  Tjn 

e a c h i n d i v i d u a l / a r ' i a b l e . I n t h e q u e s t i o n n a i r e , '=ach o f t:he 

v a r i a b l e s was c o v e r e d by s e v e r a l d i f f e r e n t q u e s t i o n s . A 

method o-f c o m b i n i n g t h e a n s w e r s to g i v e an o v e r a l l m e a s u r e 

•for e a c h v a r i a b l e was needed. The u s e o-f c l u s t e r a n a l y s i s 

was c o n s i d e r e d t o d e a l w i t h t h i s , b u t a s t h i s would h a v e 

i n v o l v e d a s s i g n i n g somewhat a r b i t r a r y v a l u e s t o c o n c e p t s i n 

t h e q u e s t i o n n a i r e , i t was d e c i d e d t h a t in-formed judgement 

would be e q u a l l y v a l i d . A c c o r d i n g l y , e a c h -firm was 

a s s i g n e d a b i n a r y v a l u e t o r e a c h v a r i a b l e a c c o r d i n g t o 

w h e t h e r t h e r e v g a s a h i g h or low p r e s e n c e o+ t h a t v a r i a b l e . 

The c r i t e r i a u s e d -for a s s i g n i n g a v a l u e o-f 1 ( i n d i c a t i n g 

t h a t t h e r e was a h i g h p r e s e n c e ) were a s - f o l l o w s : 
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V a r i a b l e C r i t e r i a n 

Management 
S t r u c t u r e 

C o m p e t i t i v e 
P r e s s u r e 

Any i n d i c a t i o n o-f owner management 
i . e . a-f-f i r m a t i v e a n s w e r s t o 
q u e s t i o n s 7.1 o r 7-2 

C o m p e t i t i o n e x t r e m e l y o r v e r y 
i n t e n s e = 1 

S t a t e d I 
G o a l s « ! 

In-f o r m a t i o n 
H a n d l i ng 

B u d g e t s and 
T a r g e t s 

S t r u c t u r e 

E d u c a t i o n 

N 2 o u t o-f 
I o n e s = 

Road h a u l a g e i n d - - f a i r l y o r v e r y / o v e r a l l 1 
d e p r e s s e d = 1 
Economy - f a i r l y o r v e r y d e p r e s s e d 
= L / 
M a x i m i s e p r o - f i t s o r R.O.C-

M o n i t o r b o t h r a t e s and c o s t s 

W r i t t e n b u d g e t s and t a r g e t s 

More t h a n 20 v e h i c l e s 

F o r m a l q u a l i f i c a t i o n s a b o v e '•' l e v e l s 

* T h o s e w i t h more a m b i t i o u s g o a l s a r e h e n c e - f o r t h r e - f e r r e d 
t o a s h i g h a s p i r e r s and t h o s e w i t h l o w e r a m b i t i o n s a r e 
r e - f e r r e d t o a s low a s p i r e r s . 

The a s s i g n m e n t o-f a b i n a r y v a l u e t o e a c h -firm -for e a c h 

v a r i a b l e r e s u l t s i n a b i n a r y m a t r i x w h i c h e-f-f e c t i v e l y 

d i v i d e s t h e -firms i n t o two g r o u p s -for e a c h v a r i a b l e ( i . e . 

one g r o u p o-f f i r m s w i t h a h i g h p r e s e n c e o-f a p a r t i c u l a r 

v a r i a b l e and one w i t h a low p r e s e n c e ) . U s i n g t h i s b i n a r y 

m a t r i x , t h e i n t e r - g r o u p di-f-f e r e n c e s i n c o s t s c a n b e 

c a l c u l a t e d t o gauge t h e s e n s i t i v i t y o-f c o s t s t o e a c h 

v a r i a b l e . The r e s u l t s o-f s u c h a c a l c u l a t i o n -for t h e lOO 

m i l e c a t e g o r y a r e shown i n T a b l e 6-7. 
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TABLE 6-7 

D I F F E R E N C E TO CQSTS MADE BY ABSENCE OR PRESENCE OF STATED 

V A R I A B L E 

V a r i a b l e Number i n g r o u p C o s t p e r m i l e 

Owner managed 
Nan owner managed 

High i n - f o r m a t i o n h a n d l i n g 
Low i n - f o r m a t i o n h a n d l i n g 

U s e b u d g e t s and t a r g e t s 
No b u d g e t s and t a r g e t s 

High p e r f o r m a n c e m o n i t o r i n g 
Low p e r f o r m a n c e m o n i t o r i n g 

H i gh e d u c a t i o n 
Low e d u c a t i o n 

High c o m p e t i t i v e p r e s s u r e 
Low c o m p e t i t i v e p r e s s u r e 

L a r g e 
S m a l l 

High a s p i r e r s 
Low a s p i r e r s 

91 
126 

106 
1 10 

1 17 
90 

102 
109 

84 
120 

108 
105 

93 
132 

114 
88 

T a b l e 6-7 s h o w s t h a t -for any one v a r i a b l e t h e r e a r e 

c o n s i d e r a b l e v a r i a t i o n s i n c o s t s b e t w e e n g r o u p s . C o s t s -for 

l a r g e -firms a r e , -for i n s t a n c e , 3 9 p / m i l e l o w e r t h a n t h o s e 

•for s m a l l e r - f i r m s , w h i l s t t h o s e -firms w i t h akjner m a n a g e r s 

h a v e c o s t s w h i c h a r e 3 5 p / m i l e l o w e r tha.-; t h o s e w i t h o u t 

owner manage r s - None o-f t h e i n t e r — g r o u p c o s t di-f-f e r e n c e s 

a r e s t a t i s t i c a l l y ^ i gni-f i c a n t - T h i s p r o b a b l y r e - f l e c t s t h e 

s m a l l n u m b e r s i n v o l v e d -
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T a b l e 6-7 c o n s i d e r s t h e v a r i a b l e s i n d i v i d u a l l y - W h i l e 

t h i s i s a d e q u a t e -for a p r e l i m i n a r y a n a l y s i s , some method o-f 

c o m b i n i n g t h e v a r i a b l e s t o a n a l y s e t h e i r j o i n t i n f l u e n c e 

would be u s e f u l - One method a v a i l a b l e i s c l u s t e r a n a i y s i s -

As t h i s i s u s e d c o n s i d e r a b l y i n t h e f o l l o w i n g c h a p t e r , 

a b r i e f d e s c r i p t i o n of t h e method f o l l o w s . 

C l u s t e r a n a l y s i s i s a method o f n u m e r i c a l taxonomy whose 

d e v e l o p m e n t c a n be m a i n l y a t t r i b u t e d t o S o k a l and S n e a t h 

( 1 9 7 3 ) , I t i s d e s c r i b e d by A l d e n d e r f e r and B l a s h f i e l d 

( 1 9 8 4 ) a s "a m u l t i v a r i a t e s t a t i s t i c a l p r o c e d u r e t h a t s t a r t s 

w i t h a d a t a s e t c o n t a i n i n g i n f o r m a t i o n a b o u t a s a m p l e of 

e n t i t i e s and a t t e m p t s t o r e o r g a n i s e t h e s e e n t i t i e s i n t o 

r e l a t i v e l y homogeneous g r o u p s . " 

T h e r e a r e now l i t e r a l l y h u n d r e d s o f c l u s t e r i n g m e t h ods 

w h i c h h a v e b e e n d e v i s e d f o r many d i f f e r e n t s u b j e c t s and 

p u r p o s e s . One of t h e p r o b l e m s w i t h c l u s t e r a n a l y s i s i s 

t h a t e a c h method c a n y i e l d a d i f f e r e n t s e t of c l u s t e r s . 

( E v e r i t t 1 9 8 0 ) . I n t h i s s t u d y , two m e t h o d s w e r e u s e d -

s i n g l e l i n k a g e and Wards method- B o t h t h e s e m e t hods a r e 

' h i e r a r c h i c a l a g g l o m e r a t i v e ' m e t hods i . e . " t h e y s t a r t c u t 

w i t h N s i n g l e p o i n t c l u s t e r s - At t h e n e x t s t a g e t h e two 

most s i m i l a r p o i n t s a r e p l a c e d i n a c l u s t e r - At e a c h s t e p 

t h e p r o x i m i t y m a t r i x i s r e c a l c u l a t e d i n o r d e r t o compute 

t h e r e l a t i o n s h i p of t h e new c l u s t e r s w i t h t h e r e m a i n i n g 

e n t i t i e s . At t h e end of t h e p r o c e s s a l l N p o i n t s a r e 

g r o u p e d i n one l a r g e r c l u s t e r . ' * ( J a i n e t a l , 1 9 3 2 ) . 
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A n o t h e r p r o b l e m w i t h c l u s t e r a n a l y s i s i s t h a t t h e r e i s a 

l a c k o-f r e l i a b l e s t a t i s t i c a l t e s t s -for t h e s i g n i f i c a n c e o-f 

t h e c l u s t e r s - A c o n s e q u e n c e o-f t h i s i s t h a t t h e o p t i m a l 

method u s e d and t h e o p t i m a l number o-f c l u s t e r s c o n s i d e r e d 

h a v e t o be d e c i d e d on l a r g e l y h e u r i s t i c g r o u n d s - As M a t h e r 

( 1 9 7 6 ) s t a t e s " a s w i t h most e x p l o r a t o r y work, common s e n s e 

and a k n o w l e d g e o-f t h e phenomena u n d e r i n v e s t i g a t i o n a r e 

most i m p o r t a n t ; s e r v i l e r e l i a n c e on t h e r e s u l t o-f an 

a r b i t r a r y o p t i m a l i t y m e a s u r e i s n o t l i k e l y t o r e v e a l 

a n y t h i n g o-f -fundemental i m p o r t a n c e . " The c l u s t e r s w h i c h 

emerged -from t h e s i n g l e l i n k a g e method seemed i n t u i t i v e l y 

l e s s s e n s i b l e t h a n t h o s e w h i c h e m e r g e d -from t h e u s e o-f 

Ward's method. F o r s e v e r a l o-f t h e v a r i a b l e s t h e s i n g l e 

l i n k a g e c l u s t e r s c o n s i s t e d o-f a c o u p l e o-f s i n g l e e n t i t y 

c l u s t e r s and one l a r g e c l u s t e r - T h i s was i n a p p r o p r i a t e -for 

t h e p u r p o s e o-f a n a l y s i s . Wards method was, t h e r e - f o r e , 

a d a p t e d -for u s e t h r o u g h o u t -

U s i n g t h e b i n a r y m a t r i x o b t a i n e d a b o v e , c l u s t e r a n a l y s i s 

was u s e d t o g r o u p t h e -firms i n t o two c l u s t e r s . The 

e m e r g i n g c l u s t e r s w e r e : 

C l u s t e r 1 C l u s t e r 2 

F i r m 17 F i r m 14 F i r m 3 

F i r m 12 F i r m 15 F i r m 4 

F i r m 10 F i r m 1£> F i r m 6 

F i r m 7 F i r m 2 
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C l u s t e r 1 c o m p r i s e d f i r m s who had more t h a n a v e r a g e owner 

m a n a g e r s , e d u c a t i o n , b u d g e t s and t a r g e t s and w e r e l a r g e r . 

C l u s t e r 2 c o n s i s t e d of t h o s e w h i c h had h i g h e r a s p i r a t i o n 

l e v e l s , m o n i t o r e d c o s t s and r a t e s and had t h e i r p e r f o r m a n c e 

m o n i t o r e d . 

I n a l l t h r e e m i l e a g e c a t e g o r i e s , c l u s t e r 2 f i r m s had 

h i g h e r c o s t s p e r m i l e t h a n c l u s t e r 1 f i r m s - The 

i n t e r - c l u s t e r c o s t d i f f e r e n c e s w e r e g r e a t e s t i n t h e lOO 

m i l e c a t e g o r y , a s shown i n T a b l e 6-8. 

TABLE 6.8 

INTER-CLUSTER D I F F E R E N C E IN COSTS 

C o s t s p e r m i l e <p) 

100 m i l e s 400 mi 1 e s 450 m i l e s 

C l u s t e r 1 

C l u s t e r 2 

84.5 

110.0 

7 3 - 2 4 

89 . 0 

70.5 

90.0 

A g a i n , t h e d i f f e r e n c e s a r e n o t s i g n i f i c a n t b e c a u s e of t h e 

s m a l l n u m b e r s i n v o l v e d - However, t h e a n a l y s i s s u g g e s t s t h a t 

t h e v a r i a b l e s u n d e r s c r u t i n y c e r t a i n l y h a v e some i n f l u e n c e 

on c o s t s . I t s u g g e s t s t h a t a c o m b i n a t i o n of h i g h 

e d u c a t i o n , owner managemement, b u d g e t s and t a r g e t s and 

l a r g e s i z e s e r v e t o keep c o s t s a t a l o w e r l e v e l , w h i l s t a 

c o m b i n a t i o n of h i g h a s p i r a t i o n l e v e l s , m o n i t o r i n g of c o s t s 

and r a t e s and h i g h p e r f o r m a n c e m o n i t o r i n g makes c o s t s 

h i g h e r . T h i s i s r e a s o n a b l y c o n s i s t e n t w i t h t h e i n d i v i d u a l 

v a r i a b l e i n f l u e n c e a n a l y s i s of T a b l e 6.7 
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A n o t h e r method o f c o m b i n i n g t h e v a r i a b l e s t o d e t e r m i n e 

t h e i r j o i n t i n f l u e n c e on c o s t s i s r e g r e s s i o n a n a l y s i s , 

a l t h o u g h b e c a u s e o f t h e s m a l l n u m b e r s i n v o l v e d , s u c h 

a n a l y s i s c a n o n l y be s u g g e s t i v e . A g a i n u s i n g t h e b i n a r y 

m a t r i x o b t a i n e d a b o v e ( i n d i c a t i n g t h a t e a c h v a r i a b l e was 

e n t e r e d a s a dummy v a r i a b l e ) , t h r e e r e g r e s s i o n a n a l y s e s 

were u n d e r t a k e n w i t h t h e c o s t p e r m i l e of t r a n s p o r t i n g 20 

t o n n e s o f g o o d s lOO m i l e s , 4 0 0 m i l e s and 450 m i l e s a s t h e 

t h r e e d e p e n d e n t v a r i a b l e s . Summary r e s u l t s of t h e a n a l y s i s 

a r e shown b e l o w w h e r e t h e f i g u r e s i n b r a c k e t s a r e 

T - s t a t i s t i c s . The f u l l r e s u l t s a r e shown i n A p p e n d i x 5 . 

lOO m i l e s 

COST/MILE = 345 - 143 b - 5 5 . 5 h - 2 5 . 5 1 - 9 5 - S m + 
( 6 . 7 5 ) (-6.53) (-4-44) (-2.04) (-3.86) 

78.7g - 4 2 . 5 f - l O l d - 7 - l e 
( 4 . 5 1 ) (-2.38) (-8.73) (-0-61) 

= 99.07. 
or 94.9"/C a d j u s t e d 

No- o f o b s e r v a t i o n s = 1 1 

A l l v a r i a b l e s e x c e p t v a r i a b l e e and 1 a r e h i g h l y s i g n i f i c a n t 
a t t h e 57. l e v e l ( T > 2 . 2 3 ) -

400 m i l 

COST/MILE = 236 - 61,8 b - 28-7 h - 27-8 1 - 5 7 . 3 m 
( 1 4 - 2 4 ) (-3,81) (-6-08) (-6.96) (-7-17) 

R^= 99.9V. 

39 g - 46-2 f - 40-7 d - 23.3 e 
( 6 - 7 5 ) (-8.03) (-10,91) (-6-26) 

or 98-77- a d j u s t e d 
No. of o b s e r v a t i o n s = 10 

A l l v a r i a b l e s a r e h i g h l y s i g n i f i c a n t a t t h e 5'A l e v e l 
( T>2-26) 

450 mi 1 ei 
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COST/MILE = 256 - 71.5 b - 3 2 h - 3 2 - 6 1 - 74 m + 
( 2 5 . 7 1 ) (-16.97) (-11.31) (-13.55) (-15.32) 

39 g - 5 2 . 5 f - 38 d - 26 e 
( 1 1 . 2 6 ) (-15-3) (-16,99) (-11.63) 

R^ = 99-97, 
o r 98-77, a d j u s t e d 

No- of o b s e r v a t i o n s = 10 

A l l v a r i a b l e s a r e h i g h l y s i g n i f i c a n t a t t h e 5X l e v e l . 

w h e r e b = Owner managemement 
h = I n f o r m a t i o n H a n d l i n g 
1 = B u d g e t s and T a r g e t s 
m = P e r f o r m a n c e M o n i t o r i n g 
g = E d u c a t i o n 
f = C o m p e t i t i v e P r e s s u r e 
d = S t r u c t u r e 
e = A s p i r a t i o n L e v e l s 

The r e g r e s s i o n a n a l y s i s s u g g e s t s t h a t t h e 8 v a r i a b l e s 

e x p l a i n a v e r y s i g n i f i c a n t p r o p o r t i o n of t h e v a r i a t i o n i n 

c o s t p e r m i l e f o r t h e t h r e e m i l e a g e c a t e g o r i e s ( a s shown by 

t h e v e r y h i g h a d j u s t e d R"^). I n a l l t h r e e c a s e s t h e 

v a r i a b l e s a r e i n d i v i d u a l l y h i g h l y s i g n i f i c a n t ( a s shown by 

t h e v e r y h i g h T - r a t i o s ) . I n f a c t t h e o n l y s t a t i s t i c a l l y 

i n s i g n i f i c a n t v a r i a b l e s w e r e t h e u s e o f b u d g e t s a n d t a r g e t s 

v a r i a b l e and t h e a s p i r a t i o n l e v e l v a r i a b l e i n t h e 100 m i l e 

c a t e g o r y . 

I n m u l t i p l e r e g r e s s i o n , l i t t l e c a n b e i n t e r p r e t e d f r o m t h e 

m a g n i t u d e o f t h e c o e f f i c i e n t s - What c a n be s a i d , h o w e v e r , 

i s t h a t a l l t h e v a r i a b l e s e x c e p t e d u c a t i o n h a v e a n e g a t i v e 

i n f l u e n c e on c o s t - The p o s i t i v e s i g n a t t a c h e d t o t h e 

e d u c a t i o n c o e f f i c i e n t i s a l i t t l e s u r p r i s i n g a s i t s u g g e s t s 

t h a t c o s t s i n c r e a s e w i t h t h e e d u c a t i o n of t h e r e s p o n d e n t . 

A p o s s i b l e e x p l a n a t i o n f o r t h i s w o u l d be t h a t t h o s e who a r e 
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l e s s w e l l e d u c a t e d h a v e l e s s k n o w l e d g e o-f t h e i r c o s t s and 

a r e , t h e r e - f o r e , u n d e r c o s t i n g . 

T he r e g r e s s i o n a n a l y s i s s u g g e s t s t h e n , t h a t t h e s t r u c t u r a l 

and b e h a v i o u r a l v a r i a b l e s h a v e a l a r g e i n - f l u e n c e on c o s t , 

a l t h o u g h i t must be n o t e d t h a t c o r r e l a t i o n d o e s n o t 

n e c e s s a r i l y i m p l y c a u s a t i o n . W i t h s u c h a s m a l l number o-f 

-firms and a r e l a t i v e l y h i g h number o-f v a r i a b l e s , 

c o n s i d e r a b l e c a u t i o n s h o u l d be e x e r c i s e d i n t h e 

i n t e r p r e t a t i o n o-f t h e s i gni-f i c a n c e o-f t h e r e s u l t s . The 

a n a l y s i s i s meant o n l y t o b e t e n t a t i v e - T h a t t h e r e s u l t s 

a r e s t a t i s t i c a l l y s i gni-f i c a n t , h o w e v e r , s u g g e s t s t h a t t h e 

s u b j e c t i s w o r t h y o-f - f u r t h e r r e s e a r c h u s i n g a l a r g e r 

s a m p l e . T h i s i s t h e s u b j e c t a-f t h e - f o l l o w i n g c h a p t e r . 
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CHAPTER APPENDIX 

1- C O M P E T I T I V E PRESSURE 

TABLE 6-9 

L E V E L DP P E R C E I V E D CQMPETITIDN 

Number of o p e r a t o r s 

Ex t r e m e l y V e r y F a i r 1 y Not v e r y Non 
i n t e n s e i n t e n s e i n t e n s e i n t e n s e ex i s t e n t 

• /A 1 1 4 1 0 
H/R 3 1 0 0 
T o t a l 4 4 5 1 0 

TABLE 6-10 

STATE OF THE ROAD HAULAGE INDUSTRY-

Number o f o p e r a t o r s 

E x t r e m e l y V e r y F a i r 1 y F a i r 1 y V e r y 
h e a l t h y h e a l t h y h e a l t h y d e p r e s s e d d e p r e s s e d 

Q/A O 0 2 4 1 
H/R 0 O 1 4 2 
T o t a l 0 0 8 

TABLE 6.11 

FUTURE PROSPERITY OF THE ROAD HAULAGE INDUSTRY 

Number o f o p e r a t o r s 

I m p r o v e S t a y a s G e t 
i t i s w o r s e 

0/A •J* 1 
H/R 0 
T o t a l 8 0 
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TABLE 6-12 

STATE OF THE ECONOMY 

Number of o p e r a t o r s 

Ex t r e m e l y V e r y F a i r 1 y F a i r 1 y V e r y 
h e a l t h y h e a l t h y h e a l t h y d e p r e s s e d d e p r e s s e d 

O/A 0 0 2 4 1 
H/R 0 0 1 4 
T o t a l 0 0 8 

2. INFORMATION HANDLING 

TABLE 6.13 

METHODS USED TO FIND OUT HAULAGE RATES 

Number o f o p e r a t o r s 

O/A H/R T o t a l 

T a l k i n g t o h a u l i e r s 4 5 9 
P u b l i s h e d c o s t t a b l e s 3 1 4 
T a l k i n g t o c u s t o m e r s 6 9 

I 

TABLE 6.14 

REASONS FDR MONITORING RATES 

Number of o p e r a t o r s 

O/A H/R T o t a l 

Out of i n t e r e s t 4 5 9 
Keep p r i c e s i n l i n e 4 6 
C o n v i n e e c u s t o m e r s 2 4 6 

TABLE 6-15 

METHODS USED TO MONITOR COSTS 

Number o f o p e r a t o r s 

O/A 
— — • — — — 

H/R T o t a l 

T a l k i n g t o h a u l i e r s 4 , 1 
P u b l i s h e d c o s t t a b l e s T; 4 7 j 
V e h i c l e m a n u f a c t u r e r s 4 1 
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TABLE 6.16 

PUBLICATIONS REGULARLY READ BY OPERATORS 

Number o-f o p e r a t o r s 
1 

O/A H/R T o t a l 

Motor T r a n s p o r t 5 6 11 
F r e i g h t 5 r> 7 
F l e e t News 0 
C o m m e r c i a l Motor 6 3 9 
T r a n s p o r t 3 5 
F o c u s 2 0 r> 
Roadway 1 6 7 
T r u c k 1 0 1 
G a r a g e and T r a n s p o r t 1 0 1 

TABLE 6.17 

METHODS USED TO KEEP ABREAST OF THE TRANSPORT NEWS 

Number o-f o p e r a t o r s 

O/A H/R T o t a l 

A t t e n d c o u r s e s 5 G 
A t t e n d c o n f e r e n c e s 6 4 10 
A t t e n d m e e t i n g s 6 5 11 
T a l k t o v e h . m a n u f s . 7 7 14 
T a l k t o d r i v e r s 6 5 
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TABLE 6 - l a 

3. STATED O B J E C T I V E S OF THE OPERATORS 

Number of o p e r a t o r s 

O/A H/R T o t a l 

Ma;; i mi s e p r o f i t s 3 
A c c e p t a b l e p r o f i t s 3 5 
Maxi mi s e t u r n o v e r 1 
A c c e p t a b l e t u r n o v e r 4 
M a x i m i s e g r o w t h •J 1 4 
A c c e p t a b l e g r o w t h 2 4 6 
Max i mi s e veh- u t i 1 i s a t i on 4 5 9 
A c c e p t a b l e v e h . u t i 1 - 0 1 1 
M a x i m i s e R.Q.C 4 9 
A c c e p t a b l e R.O.C 1 o 4 
Gi v e good s e r v i c e ij 7 12 
A c c e p t a b l e i n c o m e 1 
P r o v i d e J o b s 1 1 

BUDGETS AND TARGETS 

TABLE 6-19 

OPERATORS' USE OF TARGETS 

Number o f o p e r a t o r s 

U s e t a r g e t s T a r g e t s n o t u s e d 

D/A 
H/R 
T o t a l 

TABLE 6-20 

OPERATORS USE OF BUDGETS 

Number o f o p e r a t o r s 

Use b u d g e t s B u d g e t s n o t u s e d 

O/A 1 
H/R 5 
T o t a l 10 
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CHAPTER 7 

S T A T I S T I C A L DETERMINATION OF CQSTS AND THE INFLUENCES 

ON COSTING APPROACHES OF OPERATORS. R E S U L T S FROM A 

LARGE SCALE SURVEY OF 2 3 4 0 OPERATORS-

7- 1 . I n t r o d u c t i o n 

The p r e v i o u s c h a p t e r r e i n f o r c e d s u p p o r t f o r t h e 

a p p l i c a b i l i t y of b e h a v i o u r a l t h e o r y t o r o a d f r e i g h t 

t r a n s p o r t and e s t a b l i s h e d t h a t t h e s t r u c t u r a l and 

b e h a v i o u r a l v a r i a b l e s w h i c h emerged f r o m C h a p t e r 4 had some 

i n f l u e n c e on t r a n s p o r t c o s t s a nd o p e r a t o r s ' c o s t i n g 

b e h a v i o u r . B e c a u s e of t h e t y p e o f s u r v e y ( i . e . a d e t a i l e d 

s u r v e y o f a s m a l l number of f i r m s ) , i t w a s, h o w e v e r , 

i m p a s s i b l e t o ga u g e t h e s t r e n g t h o f s u c h i n f l u e n c e and t h e 

r e l a t i v e c o n t r i b u t i o n of t h e i n d i v i d u a l v a r i a b l e s w i t h a n y 

d e g r e e of s t a t i s t i c a l c o n f i d e n c e - T h i s c h a p t e r s e e k s t o 

d e v e l o p a s t a t i s t i c a l r e l a t i o n s h i p b e t w e e n c o s t s and t h e 

s t r u c t u r a l and b e h a v i o u r a l v a r i a b l e s u n d e r s c r u t i n y a s w e l l 

a s t o c o n s i d e r t h e i n f l u e n c e of t h e s e v a r i a b l e s on 

o p e r a t o r s ' c o s t i n g b e h a v i o u r . 

The c h a p t e r c o n c e n t r a t e s on c o s t s r a t h e r t h a n on c o s t s a nd 

r a t e s m a i n l y b e c a u s e i t was c o n s i d e r e d t h a t on a l a r g e 

s c a l e s u r v e y w h e r e no p r e v i o u s c o n t a c t h ad b e e n made 

bet w e e n t h e r e s e a r c h e r and t h e r e s p o n d e n t , r e s p o n d e n t s 

would be u n l i k e l y t o d i s c l o s e b o t h t h e i r c o s t s and r a t e s 
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b e c a u s e o-f t h e s e n s i t i v i t y o-f t h e i n - f o r m a t i a n . I n - f a r m a t i o n 

on c o s t s r a t h e r t h a n r a t e s was s o u g h t b e c a u s e a) t h e 

r e l a t i o n s h i p b e t w e e n c o s t s and t h e v a r i a b l e s h a d a l r e a d y 

b e e n t e n t a t i v e l y c o n s i d e r e d i n t h e p r e v i o u s c h a p t e r - b) 

T h i s t h e s i s i s c o n c e r n e d w i t h d e t e r m i n a n t s o-f o p e r a t o r s 

b e h a v i o u r and r e a c t i o n s t o c h a n g e s i n l e g i s l a t i o n . 

P e r c e i v e d c o s t s a r e mare i m p o r t a n t d e t e r m i n a n t s o-f 

b e h a v i o u r t h a n r a t e s . c> R a t e s a r e somewhat d e p e n d e n t on 

c o s t s - A k n o w l e d g e o-f t h e i n f l u e n c e s on c o s t s w o u l d , 

t h e r e - f a r e , a l s o g i v e an i n d i c a t i o n o-f .the d e t e r m i n a t i o n o f 

r a t e s , 

7 . 2 - R e s e a r c h Method 

7*2.1, Questionnaire 

The r e s e a r c h i n s t r u m e n t was a l.arge s c a l e p o s t a l 

q u e s t i o n n a i r e s u r v e y w h i c h was s e n t t o a r e p r e s e n t a t i v e 

s a m p l e o-f o p e r a t o r s , a s d e s c r i b e d b e l o w . F o r r e a s o n s g i v e n 

i n C h a p t e r 6, t h e q u e s t i o n s w e r e m o s t l y o-f a c l o s e d - e n d e d 

•format, e x c e p t w h e r e t h i s was i m p o s s i b l e - As t h e o p e r a t o r s 

i n t h i s c a s e w e r e unknown, s u c c i n c t n e s s was o-f p a r a m o u n t 

i m p o r t a n c e . The q u e s t i o n n a i r e was t h e r e - f o r e d e s i g n e d t o be 

s h o r t and t o t h e p o i n t . Many o-f t h e q u e s t i o n s u s e d i n t h e 

q u e s t i o n n a i r e w e r e i d e n t i c a l t o t h o s e u s e d i n t h e i n i t i a l 

s u r v e y o-f e i g h t e e n - f i r m s . T h e i r a p p r o p r i a t e n e s s and 

r e l e v a n c e t o t h e s u b j e c t a s w e l l a s t h e i r i n t e l 1 i g e a b i 1 i t y 

t o o p e r a t o r s had , t h u s , a l r e a d y b e e n e s t a b l i s h e d . 

The p i l o t q u e s t i o n n a i r e , w h i c h c o n s i s t e d o-f s e v e n t e e n 

q u e s t i o n s , i s shown i n A p p e n d i x 6, t o g e t h e r w i t h t h e f i n a l 
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q u e s t i o n n a i r e and c o v e r i n g l e t t e r . The - f o l l o w i n g 

p a r a g r a p h s b r i e - f l y d e s c r i b e t h e f i n a l q u e s t i o n n a i r e and 

e>:plain t h e r a t i o n a l e b e h i n d t h e q u e s t i o n s . 

Q u e s t i o n 1 was an i n t r o d u c t o r y q u e s t i o n t o d e t e r m i n e 

w h e t h e r t h e f i r m u s e d i t s v e h i c l e s w h o l l y o r m a i n l y f o r O/A 

or H/R o p e r a t i o n s . An a d d i t i o n a l c a t e g o r y was i n c l u d e d f o r 

t h o s e who w e r e e n g a g e d w h o l l y o r m a i n l y i n c o n t r a c t h i r e . 

T h u s , t h e same q u e s t i o n n a i r e was s e n t t o a l l t y p e s of 

o p e r a t o r . 

Q u e s t i o n s 2 and 3 c o v e r e d t h e s t r u c t u r e of t h e f i r m -

Q u e s t i o n 2 a s k e d f o r t h e number of v e h i c l e s b a s e d a t t h e 

r e s p o n d e n t ' s d e p o t and i n t h e t o t a l company f l e e t - Q u e s t i o n 

3 c o n c e r n e d t h e g e o g r a p h i c a l b a s e o f t h e f i r m . 

Q u e s t i o n 4 s o u g h t t o d e t e r m i n e w h e t h e r t h e f i r m was owner 

managed-

Q u e s t i o n 5 a s k e d f o r t h e r e s p o n d e n t ' s v i e w on s t a t e d 

o b j e c t i v e s o f t h e f i r m -

Q u e s t i o n s 6, 11 and 12 s o u g h t t o d e t e r m i n e t h e p e r c e i v e d 

l e v e l of c o m p e t i t i v e p r e s s u r e f a c i n g t h e f i r m - Q u e s t i o n 6 

a s k e d r e s p o n d e n t s t o d e s c r i b e t h e d e g r e e of s u c c e s s of 

t h e i r f i r m ; q u e s t i o n 11 a s k e d them t o d e s c r i b e t h e l e v e l of 

o u t s i d e c o m p e t i t i o n and q u e s t i o n 12 a s k e d what t h e y 

t h o u g h t of t h e p r e s e n t s t a t e of t h e U.K economy. 
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Q u e s t i o n 9 c o n c e r n e d t h e l e v e l o-f per-formance m o n i t o r i n g . 

Q u e s t i o n 10 a s k e d 0/A o p e r a t o r s t o s t a t e t h e i r m a in p r o d u c t 

Q u e s t i o n s 13 t o 15 i n c l u s i v e c o n c e r n e d t h e r e s p o n d e n t ' s 

c o s t s and c o s t i n g b e h a v i o u r . Q u e s t i o n 13<a) s i m p l y a s k e d 

w h e t h e r r e s p o n d e n t s c a l c u l a t e d t h e i r t r a n s p o r t c o s t s - I t 

was, t h e r e - f o r e , a f i l t e r i n g q u e s t i o n . F o r t h o s e who r e p l i e d 

i n t h e af-f i r m a t i v e , q u e s t i o n 1 3 ( b ) o-f-fered a l i s t o-f 

c o s t e l e m e n t s and a s k e d them t o t i c k w h i c h c o s t s t h e y t o o k 

i n t o a c c o u n t and t h e - f r e q u e n c y w i t h w h i c h e a c h c o s t e l e m e n t 

was c a l c u l a t e d - Q u e s t i o n 14 c o n c e r n e d t h e l e v e l o-f 

a g g r e g a t i o n o-f c o s t i n g . I t i s q u i t e p o s s i b l e -for e a c h 

e l e m e n t o-f c o s t s t o be c a l c u l a t e d d a i l y , b u t w i t h o u t 

k n o w ing t h e l e v e l o-f a g g r e g a t i o n o-f c o s t s , i t i s i m p o s s i b l e 

t o d e t e r m i n e t h e o v e r a l l l e v e l o-f d e t a i l o-f c o s t i n g . 

A c t u a l c o s t s w e r e s o u g h t i n q u e s t i o n 15. Q u e s t i o n 1 5 ( a ) 

a s k e d t h e r e s p o n d e n t t o d e s c r i b e t h e l a r g e s t v e h i c l e i n 

t h e i r - f l e e t i n t e r m s o-f GVW and c a r r y i n g c a p a c i t y . Q u e s t i o n 

1 5 ( b ) t h e n a s k e d t h e - f o l l o w i n g : 

"How much would i t c o s t you t o t r a n s p o r t a - f u l l l o a d t o a 

d e s t i n a t i o n 100 m i l e s -from y o u r d e p o t and r e t u r n empty 

( i . e . a 200 m i l e r o u n d t r i p ) u s i n g t h i s v e h i c l e . " 

The q u e s t i o n was t h u s d e s i g n e d t o be a s g e n e r a l l y 

a p p l i c a b l e a s p o s s i b l e , a l l o w i n g r e s p o n s e s -from b o t h 0/A 

and H/R o p e r a t o r s u s i n g any s i z e o-f v e h i c l e . T h i s was 
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done by l e a v i n g t h e a c t u a l c a r g o u n s p e c i - f i e d and s t a t i n g 

m e r e l y t h a t t h e l o a d was a ' f u l l l o a d ' . I t w o u l d h a v e b e e n 

i m p o s s i b l e t o a s k r e s p o n d e n t s t o c o s t a j o u r n e y c a r r y i n g a 

s p e c i f i e d p a y l o a d ( a s was done i n t h e p r e v i o u s 

q u e s t i o n n a i r e ) b e c a u s e t h e r e was no way o-f k n o w i n g 

b e f o r e h a n d , t h e s i z e s t r u c t u r e o f t h e f l e e t s . W h e t h e r t h e 

r e s p o n d e n t s c o s t e d a ' f u l l l o a d ' by w e i g h t o r by v o l u m e was 

c o v e r e d i n a s u b s e q u e n t q u e s t i o n . The d i s t a n c e o f lOO m i l e s 

was s p e c i f i e d a s t h i s emerged a s t h e most g e n e r a l l y 

a p p l i c a b l e d i s t a n c e i n t h e s u r v e y of 18 o p e r a t o r s -

Q u e s t i o n 17 a s k e d t h e r e s p o n d e n t s f o r t h e i r e d u c a t i o n a l 

q u a l i f i c a t i o n s . 

7.2.2. _ S^mr.!^ 

The s a m p l e was t a k e n f r o m t h e p u b l i c a t i o n " A p p l i c a t i o n s 

and D e c i s i o n s " w h i c h i s i s s u e d by t h e L i c e n s i n g 

A u t h o r i t i e s . I n o r d e r t o o p e r a t e a g oods v e h i c l e ( i . e a n y 

v e h i c l e of o r e x c e e d i n g 3.5 t o n n e s GVW), t h e o p e r a t o r must 

h o l d a c u r r e n t O p e r a t o r s L i c e n c e . The l i c e n c e , o n c e 

g r a n t e d , i s v a l i d f o r f i v e y e a r s . " A p p l i c a t i o n s and 

D e c i s i o n s " i s a l i s t of t h e o p e r a t o r s a p p l y i n g f a r s u c h a 

l i c e n c e , by T r a f f i c A r e a - I t i s p u b l i s h e d f o r t n i g h t l y a n d , 

a l t h o u g h t h e f o r m a t d i f f e r s s l i g h t l y b e t w e e n t r a f f i c a r e a s , 

c o n t a i n s t h e names and a d d r e s s e s o f t h e o p e r a t o r s , t h e 

number of v e h i c l e s t o be i n c l u d e d on t h e l i c e n c e and t h e 

t y p e o f l i c e n c e a p p l i e d f o r ( i . e . s t a n d a r d n a t i o n a l -
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s t a n d a r d i n t e r n a t i o n a l o r r e s t r i c t e d ) -

S i n c e o v e r a n y f i v e y e a r p e r i o d , t h e n u m b e r s and 

n a t u r e of o p e r a t o r s a p p l y i n g f o r a l i c e n c e i n a n y one 

p a r t i c u l a r y e a r s h o u l d be no d i f f e r e n t f r o m a n y o t h e r y e a r 

t h e r e i s no r e a s o n t o b e l i e v e t h a t t h e s a m p l e w o u l d be 

a n y t h i n g o t h e r t h a n random and t h u s t h a t i t w o u l d be 

t o t a l l y r e p r e s e n t a t i v e of t h e w h o l e p o p u l a t i o n f o r t h a t 

a r e a - The e > < i s t e n c e of t h e s e c o n v e n i e n t l y d i v i d e d a d d r e s s 

s o u r c e s o b v i a t e d t h e n e c e s s i t y f o r a n y o t h e r s a m p l i n g 

p r o c e d u r e s s u c h a s s y s t e m a t i c o r c l u s t e r s a m p l i n g . 

I n o r d e r t o a c h i e v e an a p p r o p r i a t e l e v e l of s i g n i f i c a n c e 

i n t h e r e s u l t s , i t was o b v i o u s t h a t s u r v e y i n g t h e o p e r a t o r * 

a p p l y i n g f o r a l i c e n c e i n o n e t r a f f i c a r e a i n o n e y e a r 

would be i n s u f f i c i e n t . R a t h e r t h a n u s i n g two y e a r s ' 

a d d r e s s e s f r o m one t r a f f i c a r e a , i t was d e c i d e d t h a t t h e 

s a m p l e s h o u l d be drawn f r o m two d i s t i n c t t r a f f i c a r e a s f o r 

one y e a r - T h e r e w e r e two main a d v a n t a g e s i n t h i s ; 

1) C o m p a r i s o n s c o u l d be made b e t w e e n t r a f f i c a r e a s . The 

S o u t h West i s o f t e n v i e w e d a s somewhat " b a c k w a r d " i n i t s 

d e v e l o p m e n t and a t t i t u d e s - A c o s t i n g model b a s e d on t h i s 

a r e a a l o n e would n o t n e c e s s a r i l y , t h e r e f o r e , be g e n e r a l l y 

a p p l i c a b l e . C o m p a r i s o n s w i t h a n o t h e r a r e a w o u l d 

i n c r e a s e t h e r e l i a b i l i t y of t h e m o d e l . 

2 ) S i n c e t h e r e i s a v e r y h i g h t u r n o v e r of f i r m s i n t h e 

f r e i g h t i n d u s t r y , t h e most up t o d a t e a d d r e s s e s p o s s i b l e 
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v j e r r t - q u i r t d . A c J d r t - s s c i thzxX w e r e t w o v e i i r s o u t o-f d ^ ^ t e 

';i-r!'<H- c f j v t - ^ r ' i r-ig Lr.f;- c:-v,'i J n i: L e i j r / - i V O ' i - C o r ' i ji/i-r-. 1 , ijf^-.•' .jf • . 

S 1 o i . i r c?'^i.t^:" , !:-L'-ii;e.'r B c - l , i l Tsh . L t (-•• rAfi*". I > 0 ' " r . ' . - l . ; r n - . i t r i - , . W'--.-

I-! i ' : i. riii i d s T f i i - f r 1 c I'-ir ec?. ( I ' f H T j - ' i ; '::t •.•'•i'<r i ,4 i - ' f - [-Ifr-r^e f- r - . r - , i . - . - .^' i 

l'J( -; - c f -^i t; '=-r . Wtif i j j j ^ 1 : j r - - ^ - : ' •• (. d ^' • i r «r . w i r: =. j r i=; , a n -1 

g e o y r - a p h i c a l } y . i n d u s t r i a l l y <r.nf1 i ft ^ i t a g e o + d e v e l o p , T i e n t t o 

t h i v I W T h i . T h t ? r * = a s o n - f o r i . i s i r ' i q - o n t r ^^>3t i n q : ? - f » ? a = w a s t h c i t 

i - f i t i - j a s +c :Lw- id t h a i t h e r - r H . r r ^ - r. .:- d • + > e^-•.er;': i n CL;-'r=.t= 

:::r:j?=t 1 nv5 b ;-?h a • • i r-i-C" ij*';'\:-i*z-^:r: tl'^i) ' - M - . L " zo^J\{:.'• rt\-

=is = u r r : e d t h . ^ l ( . Q e i ' = - a r i d c a s t i n n u r a c ' i c - - i i wtf : c. i m : T •v."f"rr 

t h r - Q u q h o u t t h ^ C C ' U f - i t r y . O n t h t o t h e r " h a r i d , t h e r e w . r r e 

d a t - i - e r t L M - i c e s , s i n c ^ _ ^ t h € ? t w o a r e a s w e r e a t a p p C ' S i t t r e ^ r - r e m e s , 

a l l o t h e r a r e a = s h o u l d - f a l l b e t w e e n t h e t w o . 

I n o r d e r t o r E r d u c e c o s t r j ; , n o t a i l o t t h e c p e r a t o i " ^ 

a p p l y i i - i Q t o r a i i c i e n c e i n i : n t ? t w o t r a f + i c a r e a s i r. l 9 6 o 

w e r e s u r v e y e d . T t i e r t e w i ? r e t w o ^Viair^ c a t e g o r i e s o f o p e r a t o r 

e x c I u d e d : 

\'f I n " A p p l i c a t i o n s j n d D e c i ^ i o n ^ " , t h e a p e - 1 i C f n t i o n " : a r e 

d i v i d e d I n t o " n e w " a n d " c o n t i n u o u s " a p p 1 i c a r, i o n * s . O n l y t h e 

o p e r a t o r s a p p l y i n g u n d e r t h e l a t - . t e r s e c t i o n w e r e s u r v - ' - y e d 

a s t h o r i e a p p l y i n g f o r a ' * n i : ? w " L i c r ^ n c t ? m a v n o " h a v e b e L ? n 

i Li 1 I \ I ' - s t a b 1 i s h e d . 

) M a n y o f L f ' i e o p e i a t o r s w e r i - . B t ^ p l ' . i n q < o r l i c t r n c - - - ( o r 

• 5 i l r u ) ^ r . t i h i c l t ? . I ' . w::-.-5 !=• ^.,»t-.-*.. I'i-^t" f l : . . ' . . t l ' . t - r :̂ Li r , . t : r . ? f o r 

t_f!V'«rt- o p ; - r . i ( . i » r b w r u . i J d b * - i r t^im:-1 v I r t w . 
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P i l t h o u p h t t i i B r i ^ r k i c e d t h i t ? n u n i D e r D-(- o p e r a t o r s i n c h e s u r v e y 

J .1 \-T 5"'L>>-:i t cHf'i t •; c« 1 : - . i t . <:i'"t ;. r - . j j ' - i . i c t r - J t:ho.- i u . i n n i e r - : - / r? 1 1 L c 1 •'£• 

C", ; ."V '.-r li*;,! t > .' *̂ v r l T * v - f u c * . i 1 J ; . -:• i . i t i -.MUi"!- - < I • • •. 'l", . i f . ! ! . "r. W f I'-i , *: ' : C/ 

t o t ^ - . ' i i"»Liaib(£;r' o f uip^r;" a t - ' j r ^f- 'p i • / 1 1 . g ? - j r -a i i, (:.':.-rr'_*^^ i . i n r i d ^ r ^J-it? 

" C L i t i t 3 n u D L i - T - " C c i t f ? Q c * r y . i n 1 981") , 1 7 / 7 , T h e e?., c ] i.: ^ i o r o < 

C h e - f - L i i g U r v e l ' i .1 I o j i - e r - a l i O f • 3 f -odLi ' . - : t : - ( j t -J i t i nuinb^-.^r o f 

i n p i ^ ^ r c ^ t o r - i n t h t - = ; a r r i p l e b y 6 G ) 3 ( i . e . b y 'L-ZV.) . H o w e v e r , 

t:"i i r e J u c : e - C j n u m b e r - o-f a p e r dr t o r . " i c i d v 4 7 . o f t h e v e h i c i e v ^ . 

A S i n i i J a t ' s i t u a t i o n e x i s t e c i 1 t h e W h T A . V ! i u = rflthoi^igh 

b i a s w r . i b i n t r o d u c e d , i t w,=is j i . i s t i M a b 1 e . 

T h f c ' •r.ir.-t a-i - i - ' i f - G t - s t r u c t u r e 1 r-. r.iz-rm^, o-f t . h e p e r " c e n t c . q e - o-f 

\jot=r-i.r.c-rr. w i t h i:l"iL- ^ - i / t ^ n r j r f , i . - :^ i . - t ; *;iv r . h : i - * : I - J Q " r a f f i c 

a r e ^ s J =• B T J O W H i I - T a h i e / . i w h i c h I = 0 s h o w ^ . ' : h e n a t i o n ^ - l 
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TABLE 7.1 

CQMPARISDN OF F L E E T S I Z E S BETWEEN AREAS 

p e r c e n t a g e s 

F l e e t ! 1 i 
; 1 

A r e a \ S i z e 1 2 - 5 1 6-10 1 1-20 21 - 5 0 5 1 - 1 0 0 
I 

j 100-t-
WTA (19B5> 

r 
34 45 : 1 -

WMTA ( 1 9 8 5 ) 33 50 : 11 5 1 -
N a t i o n a l 55 33 6 3 1 -
( 1 9 8 0 ) r 

f 
( 1 

S o u r c e s : C o l l a t e d -from: WTA 1985, WMTA 1985, 

D e p a r t m e n t o-f T r a n s p o r t 1930. 

T a b l e 7.1 shows a r e m a r k a b l e s i m i l a r i t y b e t w e e n t h e two 

t r a - f - f i c a r e a s i n t e r m s o-f - f l e e t s t r u c t u r e s - T h i s c o n t r a s t s 

w i t h t h e n a t i o n a l b r e a k d o w n , w h i c h h a s a much h i g h e r 

p r o p o r t i o n o-f s i n g l e v e h i c l e o p e r a t o r s and a 

c o r r e s p o n d i n g l y l o w e r p r o p o r t i o n o-f o p e r a t o r s w i t h more 

t h a n one v e h i c l e . One p o s s i b l e e x p l a n a t i o n -for t h i s 

d i - f - f e r e n c e w ould be t h a t t h o s e o p e r a t o r s a p p l y i n g -for "new" 

l i c e n c e s ( w h i c h a r e e x c l u d e d -from T a b l e 7.1) may h a v e a 

t e n d e n c y t o be m o s t l y s i n g l e v e h i c l e o p e r a t o r s . A n o t h e r 

e x p l a n a t i o n would be t h a t - f l e e t s t r u c t u r e s h a v e c h a n g e d 

o v e r t h e - f i v e y e a r s i n q u e s t i o n . The p o s s i b i l i t y t h a t t h e 

two t r a - f - f i c a r e a s a r e u n r e p r e s e n t a t i v e , a l t h o u g h u n l i k e l y , 

c a n n o t be t o t a l l y r u l e d o u t . 
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P i 1 a t S u r v e y 

A lOX p i l o t s u r v e y ( i . e . 234 q u e s t i o n n a i r e s ) was s e n t o u t 

i n J a n u a r y 1986. The f i g u r e of lOZ was c h o s e n a s t h i s 

would a f f o r d a s u f f i c i e n t number o f r e s p o n s e s t o a n a l y s e 

p r o p e r l y i . e . t o d i s c o v e r w h e t h e r t h e r e w e r e any m a j o r 

p r o b l e m s i n t h e q u e s t i o n n a i r e - S i n c e t h e s u b j e c t was s u c h 

a s e n s i t i v e one, a r e s p o n s e r a t e of a r o u n d 20'/. was 

e;<pected- T h i s e ; < p e c t a t i o n was b a s e d on t h e r e s p o n s e r a t e 

a c h i e v e d i n o t h e r r o a d f r e i g h t s t u d i e s w i t h a s i m i l a r 

d e g r e e of s e n s i t i v i t y of s u b j e c t . C o o p e r and D o g a n i s 

( 1 9 7 8 ) a c h i e v e d a r e s p o n s e r a t e o f a p p r o x i m a t e l y 2 0 % i n 

t h e i r s u r v e y of t h e r e a s o n s why O/A o p e r a t o r s c a r r y g o o d s 

f o r o t h e r s - M a c k i e and H a r d i n g ( 1 9 8 4 ) a c h i e v e d a 25:^ 

r e s p o n s e r a t e f r o m a s u r v e y a s k i n g a b o u t v o l u m e c o n s t r a i n e d 

v e r s u s w e i g h t c o n s t r a i n e d l o a d s - I n t h e e v e n t , a r e s p o n s e 

r a t e o f 23/1 was a c h i e v e d i n t h i s s t u d y - The f o l l o w i n g 

c h a n g e s w e r e made t o t h e q u e s t i o n n a i r e f o l l o w i n g t h e p i l o t 

s u r v e y : 

1) Q u e s t i o n 1 3 b ) , c o n c e r n i n g t h e f r e q u e n c y of c o s t i n g , was 

a l t e r e d t o i n c l u d e a " m o n t h l y " o p t i o n w h i c h had b e e n 

i n a d v e r t e n t l y o m i t t e d f r o m t h e p i l o t q u e s t i o n n a i r e . 

2) Q u e s t i o n 1 5 a ) , w h i c h a s k e d t h e o p e r a t o r s t o s t a t e t h e GVW 

and c a r r y i n g c a p a c i t y of t h e l a r g e s t v e h i c l e i n t h e i r f l e e t , 

was e x t e n d e d t o i n c l u d e t h e s e n t e n c e . " e ; ; c l u d i ng a b n o r m a l l o a d 

c a r r y i n g v e h i c l e s " , s i n c e s e v e r a l o f t h e r e s p o n d e n t s had 

e n t e r e d v a l u e s s u c h a s 70 t o n n e s . 

3) An a d d i t i o n a l q u e s t i o n was i n c l u d e d t o d i s c o v e r i n w h i c h 
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c o u n t y t h e r e s p o n d e n t s w e r e b a s e d . 

The f u l l s u r v e y ( i . e . an a d d i t i o n a l 2 1 0 3 q u e s t i o n n a i r e s ) 

was s e n t o u t i n F e b r u a r y 1986, w i t h t h e q u e s t i o n n a i r e 

c o l o u r s d i f f e r e n t i a t i n g t h e two t r a f f i c a r e a s ( a s i n t h e 

p i l o t s u r v e y ) . A p p r o x i m a t e l y two months l a t e r , t h e 

r e s p o n s e had s l o w e d t o l e s s t h a n a t r i c k l e and s o a c u t o f f 

was u s e d - A t o t a l of 497 r e s p o n s e s was r e c e i v e d , g i v i n g a 

r e s p o n s e r a t e of 22X. No b a c k u p l e t t e r was s e n t , p a r t l y 

b e c a u s e o f t i m e and c o s t c o n s t r a i n t s and p a r t l y b e c a u s e t h e 

number r e c e i v e d was s u f f i c i e n t f o r s t a t i s t i c a l a n a l y s i s . 

T h e r e s u l t s o f t h e s u r v e y a r e g i v e n b e l o w . 

7-3. R e s u l t s 

The p u r p o s e o f t h i s r e s u l t s s e c t i o n i s t o i n v e s t i g a t e 

o p e r a t o r s ' c o s t i n g b e h a v i o u r and t o d i s c o v e r and model how 

c o s t s a r e d e t e r m i n e d . T h i s i s a c c o m p l i s h e d by f i r s t 

c o n s i d e r i n g e a c h o f t h e s t r u c t u r a l and b e h a v i o u r a l 

v a r i a b l e s i n t u r n and a n a l y s i n g t h e r e s p o n s e s t o t h e 

q u e s t i o n s r e l a t i n g t o t h e s e v a r i a b l e s - A t t h i s s t a g e , t h e 

r e s p o n s e s t o t h e i n t r o d u c t o r y q u e s t i o n s a r e a n a l y s e d and 

u s e d t o e s t a b l i s h t h e r e p r e s e n t a t i v e n e s s of t h e r e s p o n s e s -

S e c o n d t h e a n s w e r s r e l a t i n g t o c o s t s and t h e a p p r o a c h e s t o 

c o s t i n g a r e a n a l y s e d . T h i r d and f i n a l l y , t h e two a r e 

c o m b i n e d t o d e t e r m i n e t h e i n f l u e n c e of t h e v a r i a b l e s on 

c o s t s and c o s t i n g b e h a v i o u r - T h r o u g h o u t t h i s a n a l y s i s , 

d i s c u s s i o n of t h e r e s u l t s and t h e i r i m p l i c a t i o n s i s k e p t t o 

a minimum. A f u l l d i s c u s s i o n i s g i v e n i n t h e f o l l o w i n g 
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c h a p t e r . 

Many s t a t i s t i c a l t e s t s a r e u s e d i n t h e f o l l o w i n g s e c t i o n s 

t o e s t a b l i s h t h e s t a t i s t i c a l s i g n i f i c a n c e o f t h e r e s u l t s . 

The l e v e l o f s i g n i f i c a n c e u s e d t h r o u g h o u t i s t h e 57- l e v e l . 

T h i s i m p l i e s t h a t t h e r e i s a 957. c e r t a i n t y t h e t h e 

r e l a t i o n s h i p s d e s c r i b e d d i d n o t o c c u r by c h a n c e . 

7.3- 1 - • Q u e s t i o n s r e l a t i n g t o t h e v a r i a b l e s . 

O v e r a l l , r e p l i e s w e r e r e c e i v e d f r o m 49 7 o p e r a t o r s , 291 

(597-) of w h i c h w e r e f r o m m a i n l y O/A f i r m s , 200 (407.) f r o m 

m a i n l y H/R f i r m s and 6 ( 1 % ) f r o m m a i n l y c o n t r a c t h i r e 

f i r m s - T h i s c o m p a r e s w i t h t h e n a t i o n a l b r e a k d o w n of 667. 

O/A o p e r a t o r s and 347. H/R o p e r a t o r s (CSRGT 1 9 8 4 ) . The 

r e p l i e s w e r e , t h e r e f o r e , r e a s o n a b l y r e p r e s e n t a t i v e of t h e 

w h o l e p o p u l a t i o n . 

A l t h o u g h e q u a l numbers o f q u e s t i o n n a i r e s w e r e d i s t r i b u t e d 

t o b o t h t r a f f i c a r e a s , 567, of t h e r e s p o n s e s w e r e r e c e i v e d 

from t h e WTA and 44'/l from t h e WMTA. A p o s s i b l e r e a s o n f o r 

t h e h i g h e r r e s p o n s e r a t e f rom t h e WTA i s t h a t o p e r a t o r s i n 

t h e S o u t h West h a v e a g r e a t e r s e n s e of i d e n t i f i c a t i o n w i t h 

P l y m o u t h P o l y t e c h n i c t h a n o p e r a t o r s i n t h e M i d l a n d s . I t i s 

a l s o . p i a u s i b l e t h a t o p e r a t o r s i n t h e S o u t h West r e c e i v e 

f e w e r q u e s t i o n n a i r e s t h a n t h o s e i n t h e M i d l a n d s and a r e , 

t h e r e f o r e , more i n c l i n e d t o c o m p l e t e them. The s p l i t 

b e t w e e n O/A and H/R o p e r a t o r s i n t h e two t r a f f i c a r e a s i s 

shown i n T a b l e 7.2. 
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TABLE 7.2 

PERCENTAGE DF OPERATORS BY TYPE QF F I R M AND T R A F F I C AREA 

WTA WMTA TOTAL 

H/R 24 17 41 

0/A 27 5 9 

TOTAL 56 44 100 

T h u s , i n t h e WTA, t h e r e was more o-f an e v e n s p l i t b e t w e e n 

0/A and H/R r e s p o n s e s , t h a n i n t h e WliTA w h e r e 

p r o p o r t i o n a t e l y more r e s p o n s e s w e r e r e c e i v e d -from 0/A 

o p e r a t o r s -

S t r u c t u r e 

The t o t a l number o-f v e h i c l e s b a s e d a t t h e r e s p o n d e n t s ' 

d e p o t s was 2990 and i n t h e t o t a l company - f l e e t s , t h e number 

was 8410, The l a t t e r number i s p r o b a b l y t h e more r e l e v a n t , 

s i n c e any one company i s l i k e l y t o h a v e appra;< i m a t e l y t h e 

same c o s t i n g s y s t e m a t e v e r y d e p o t i n t h e company. T h u s by 

s a m p l i n g t h e c o s t i n g s y s t e m o-f one d e p o t , a much w i d e r 

c o v e r a g e i s r e a l l y b e i n g a c h i e v e d . T h e s e n u m b e r s a r e 

p r o b a b l y a c o n s i d e r a b l e u n d e r e s t i m a t i o n o-f t h e t o t a l 

numbers o-f v e h i c l e s b a s e d i n t h e s a m p l e . A t o t a l o-f 43 

r e s p o n d e n t s l e - f t b l a n k t h e number o-f v e h i c l e s b a s e d a t t h e 

dep o t and 35 l e - f t b l a n k t h e number o-f v e h i c l e s i n t h e t o t a l 
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company f l e e t s - The r e a s o n i n g b e h i n d t h i s was p r e s u m a b l y 

t h a t t h e y w e r e u n s u r e o f t h e numbers- I t seems l i k e l y t h a t 

o n l y w h e r e t h e n u m b e r s w e r e l a r g e , w o u l d t h i s o c c u r - The 

s i z e of f l e e t p r o f i l e s of t h e r e s p o n d e n t s a r e shown i n 

T a b l e 7.3 a l o n g w i t h t h e s i z e o f f l e e t p r o f i l e s o f t h e 

w h o l e s a m p l e -

TABLE 7-3 

A COMPARISON OF S I Z E OF F L E E T P R O F I L E S - PERCENTAGES QF 

OPERATORS WITH GIVEN F L E E T S I Z E S 

Number of v e h i c l e s 1 2-5 6-10 1 1-20 2 1 - 5 0 5 1 - 1 0 0 i 100+ 

T o t a l s a m p l e 69 17 9 1 
1 _ 

R e s p o n d e n t s 
B a s e d a t d e p o t 18 53 15 8 5 1 -
T o t a l company f l e e t 15 44 15 10 7 5 4 

As e x p e c t e d , c o m p a n i e s a s a w h o l e h a v e l a r g e r f l e e t s t h a n 

d e p o t s . I t i s i n t e r e s t i n g t o n o t e t h a t 18X o f t h e r e t u r n s 

s t a t e d t h a t t h e y had o n l y one v e h i c l e e v e n t h o u g h o p e r a t o r s 

w i t h 1 v e h i c l e w e r e e x c l u d e d f r o m t h e s u r v e y . The 

e x p l a n a t i o n f o r t h i s i s t w o f o l d : F i r s t , o p e r a t o r s may 

a p p l y f o r a l i c e n c e f o r more t h a n one v e h i c l e t o , s a y , 

c o v e r t h e p e a k s i n t h e i r t r a d e , b u t a t t h e t i m e t h e 

q u e s t i o n n a i r e was r e c e i v e d , o n l y one v e h i c l e was b a s e d a t 

t h e d e p o t . S e c o n d , w i t h i n t h e s a m p l e , o p e r a t o r s a p p l y i n g 

f o r a l i c e n c e u n d e r t h e h e a d i n g " c o n t i n u a t i o n w i t h 

m o d i f i c a t i o n " w e r e i n c l u d e d . T h o s e who had more t h a n one 

v e h i c l e b u t w e r e a p p l y i n g t o r e d u c e i t t o one, w o u l d , 

t h e r e f o r e , h a v e been i n c l u d e d . When t h e q u e s t i o n n a i r e was 

r e c e i v e d , t h e y may h a v e a l r e a d y h a v e made t h e c h a n g e s . 
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The - f i r s t row o-f T a b l e 7-3 i s a r r i v e d a t by d i s r e g a r d i n g 

t h e s i n g l e v e h i c l e o p e r a t o r s -from T a b l e 7.1 and 

r e c a l c u l a t i n g t h e p e r c e n t a g e s . T a b l e 7-3 sh o w s t h a t a 

d i s p r o p o r t i o n a t e l y low number o-f r e p l i e s was r e c e i v e d -from 

t h o s e o p e r a t o r s w i t h 2-5 v e h i c l e s , a l t h o u g h , i-f -for t h e two 

r e a s o n s s t a t e d a b o v e , t h e number o-f r e s p o n d e n t s w i t h l e s s 

t h a n 6 v e h i c l e s i s u s e d a s a c o m p a r i s o n , t h e r e l a t i v e 

p r o p o r t i o n s a r e v e r y s i m i l a r . T h i s s h o w s t h a t t h e r e i s 

l i t t l e r e s p o n s e b i a s by s i z e , e;;cept t h a t w h i c h was 

i n t r o d u c e d t h r o u g h t h e e x c l u s i o n o-f t h e o p e r a t o r s w i t h one 

v e h i c l e -

From t h e - f l e e t b r e a k d o w n , i t c a n be s e e n t h a t few 

o p e r a t o r s h a v e more t h a n 10 v e h i c l e s . F o r c l a r i t y and e a s e 

o-f a n a l y s i s , f i r m s w e r e d i v i d e d i n t o s m a l l ( l e s s t h a n 6 

v e h i c l e s ) , medium ( 6 t o 10 v e h i c l e s ) a nd l a r g e (more t h a n 

10 v e h i c l e s ) . The - f o l l o w i n g p o i n t s e merged -from c r o s s 

t a b u l a t i o n a n a l y s i s o-f t h e r e s u l t s , u s i n g C h i - s q u a r e d a s 

t h e t e s t o-f s i g n i f i c a n c e : 1) T h e r e was no s i g n i - f i c a n t 

d i - f - f e r e n c e i n s i z e o-f - f l e e t b e t w e e n t y p e s o-f o p e r a t o r . 2) 

As would be e:<pected, r e g i o n a l f i r m s w e r e s i g n i f i c a n t l y 

s m a l l e r t h a n n a t i o n a l o r i n t e r n a t i o n f i r m s , a l t h o u g h t h e r e 

was no d i f f e r e n c e i n s i z e b e t w e e n n a t i o n a l and 

i n t e r n a t i o n a l f i r m s . 3) T h e r e was no s i g n i f i c a n t 

d i f f e r e n c e b e t w e e n t h e s i z e of f i r m and t h e l e v e l of 

p e r c e i v e d c o m p e t i t i on. 

T u r n i n g t o t h e g e o g r a p h i c a l b a s e o f t h e r e s p o n d e n t s , 46'/. 

s a i d t h e y c o n s i d e r e d t h e i r f i r m s t o be n a t i o n a l l y b a s e d , 
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457. s a i d r e g i o n a l l y b a s e d and 9X s a i d i n t e r n a t i o n a l l y 

b a s e d . More O/A o p e r a t o r s w e r e r e g i o n a l l y b a s e d t h a n H/R 

o p e r a t o r s . 

Owner management. 

S u r p r i s i n g l y , 91X of t h e r e s p o n d e n t s s a i d t h a t t h e o w n e r s 

of t h e i r f i r m p l a y e d an a c t i v e p a r t i n i t s management. Of 

t h e H/R r e s p o n d e n t s , 9 8 % a n s w e r e d i n t h e a f f i r m a t i v e - T h i s 

was s i g n i f i c a n t l y d i f f e r e n t f r o m t h e 8 8 % of O/A o p e r a t o r s 

who a n s w e r e d i n t h e a f f i r m a t i v e . 

S t a t e d O b j e c t i v e s 

The p e r c e i v e d s t a t e d o b j e c t i v e s of t h e r e s p o n d e n t s ' f i r m s 

a r e shown i n T a b l e 7-4 w h i c h s h o w s t h e p e r c e n t a g e of 

o p e r a t o r s who r e p l i e d t h a t t h e s t a t e d o b j e c t i v e was one o f 

t h e i r f i r m ' s m a j o r o b j e c t i v e s - S i n c e most o p e r a t o r s s t a t e d 

t h a t t h e i r f i r m had more t h a n one o b j e c t i v e , t h e ' a l l 

o p e r a t o r ' column sums t o more t h a n 100-
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TABLE 7-4 

STATED O B J E C T I V E S . BY TYPE OF OPERATOR. 

H/R 0/A Al1 O p e r a t o r s 

Max i mi s e p r o f i t s 56 62 59 
Max i mi s e t u r n o v e r 14 19 17 
M a x i m i s e g r o w t h 16 27 22 
M a x i m i s e r e t u r n on 
c a p i t a l (ROC) 28 36 33 
Max i mi s e s e r v i c e 68 67 67 
M a x i m i s e i n c o m e 28 24 

A c c e p t a b l e p r o f i t s 26 27 27 
A c c e p t a b l e t u r n o v e r 28 29 29 
A c c e p t a b l e g r o w t h 29 30 30 
A c c e p t a b l e ROC 23 22 
A c c e p t a b l e s e r v i c e 11 16 14 
A c c e p t a b l e i ncome 27 26 29 

The most p o p u l a r o b j e c t i v e was t h u s t o m a x i m i s e s e r v i c e t o 

c u s t o m e r s , w i t h 677. of o p e r a t o r s s t a t i n g t h i s a s one of 

t h e i r m a j o r o b j e c t i v e s - E a s i l y t h e most p a p u l a r f i n a n c i a l 

o b j e c t i v e was t o m a x i m i s e p r o f i t s . T h i s a p p e a r s t o go some 

way t o w a r d s s u p p o r t i n g t h e n e o c l a s s i c a l t h e o r y of t h e f i r m -

However, i t i s a l s o i n t e r e s t i n g t o n o t e t h a t 277. of 

o p e r a t o r s a d m i t t e d t o s e e k i n g o n l y t o make an a c c e p t a b l e 

l e v e l o f p r o f i t s . G i v e n t h a t t h e r e was l i k e l y t o be some 

p r e s s u r e on r e s p o n d e n t s t o s t a t e t h a t t h e p o l i c y o f t h e i r 

f i r m was t o m a x i m i s e , t h i s f i g u r e of 277. seems q u i t e h i g h . 

On two of t h e o b j e c t i v e s , t u r n o v e r and g r o w t h , more 

o p e r a t o r s s o u g h t t o make an a c c e p t a b l e l e v e l t h a n s o u g h t t c 

maxi mi s e ­

tt 

T h e r e was v e r y l i t t l e d i f f e r e n c e b e t w e e n t h e s t a t e d 

o b j e c t i v e s of O/A and H/R r e s p o n d e n t s - The g r e a t e s t 

d i f f e r e n c e s w e r e t h a t H/R o p e r a t o r s w e r e s l i g h t l y l e s s 
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c o n c e r n e d w i t h m a x i m i s i n g g r o w t h and ROC. When t h e 

a c c e p t a b l e and m a ; < i m i s i s e r e s p o n s e s a r e a dded t o g e t h e r , 

p r o - f i t s emerged a s t h e most i m p o r t a n t o b j e c t i v e , w i t h 

s e r v i c e i n s e c o n d p l a c e . 

O v e r a l l , Q/A r e s p o n d e n t s s t a t e d t h a t t h e y h a d more 

o b j e c t i v e s t h a n H/R o p e r a t o r s -

C o m p e t i t i v e P r e s s u r e -

T a b l e 7-5 s h o w s t h e p e r c e i v e d l e v e l o-f s u c c e s s o-f t h e - f i r m s 

o v e r t h e p r e c e d i n g y e a r . 

TABLE 7-5 

P E R C E I V E D L E V E L OF SUCCESS 

p e r c e n t a g e s 
' ' 1 -

i V e r y 
1 S u c c e s s - f u l 

F a i r 1 y 
S u c c e s s - f u l 

F a i r l y 
U n s u c c e s s - f u l 

V e r y 
U n s u c c e s s f u l 

H/R 10 73 13 4 
0/A 24 67 7 2 
T o t a l 18 69 10 

A t o t a l o-f S7X o-f r e s p o n d e n t s b e l i e v e d t h e i r - f i r m s t o be 

s u c c e s s f u l a s o p p o s e d t o u n s u c c e s s f u l . H/R o p e r a t o r s 

p e r c e i v e d t h e m s e l v e s t o be l e s s s u c c e s s f u l t h a n Q/A 

o p e r a t o r s -

R e s p o n d e n t l e v e l of p e r c e i v e d c o m p e t i t i o n i s shown i n 

T a b l e 7.6 
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TABLE 7.6 

L E V E L OF P E R C E I V E D COMPETITION 

p e r c e n t a g e s 
[ 1 
E x t r e m e l y V e r y F a i r l y Not v e r y Non 
I n t e n s e I n t e n s e I n t e n s e I n t e n s e Ex i s t e n t 

H/R 34 34 21 11 
0/A 34 34 27 5 — 

T o t a l 34 34 24 7 1 

As w o u l d be e x p e c t e d -from t h e - f r e i g h t l i t e r a t u r e , t h e 

m a j o r i t y o-f r e s p o n d e n t s ( 6 8 % ) p e r c e i v e d t h e l e v e l o-f 

c o m p e t i t i o n a s e i t h e r ' e x t r e m e l y ' o r ' v e r y ' i n t e n s e . What 

i s s u r p r i s i n g , h o w e v e r , i s t h a t a t o t a l of B'A o-f o p e r a t o r s 

v i e w e d t h e l e v e l o-f c o m p e t i t i o n a s e i t h e r 'not v e r y ' 

i n t e n s e o r ' n o n - e x i s t e n t ' - I n t h e c a s e o-f H/R o p e r a t o r s , 

t h i s p e r c e n t a g e i s 13X. A p a s s i b l e e x p l a n a t i o n -for t h i s i s 

t h a t , a s was s e e n i n t h e v i s i t s t o 18 - f i r m s , some -firms had 

s p e c i a l i s e d ( e i t h e r by p r o d u c t o r by c u s t o m e r ) t o s u c h an 

e x t e n t t h a t a c t u a l c o m p e t i t i o n was e-f-f e c t i v e l y e l i m i n a t e d . 

The t h i r d a s p e c t o-f c o m p e t i t i v e p r e s s u r e i s t h e p e r c e i v e d 

s t a t e o-f t h e n a t i o n a l economy. T h i s i s shown i n T a b l e 7.7. 

TABLE 7-7 

STATE OF THE NATIONAL ECONOMY 

p e r c e n t a g e s 

Ex t r e m e l y 
H e a l t h y 

V e r y 
H e a l t h y 

F a i r 1 y 
H e a l t h y 

F a i r 1 y 
D e p r e s s e d 

. V e r y 
D e p r e s s e d 

H/R 0 38 47 12 
0/A 0 6 48 38 7 
T o t a l 0 5 44 42 Q 

T h u s , most r e s p o n d e n t s b e l i e v e d t h e economy t o be 

d e p r e s s e d , w i t h o n l y 57. b e l i e v i n g i t t o be ' v e r y h e a l t h y 
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A t o t a l o-f 97- t h o u g h t i t was ' v e r y d e p r e s s e d . ' H/R 

o p e r a t o r s v i e w e d t h e economy a s more d e p r e s s e d t h a n 0/A 

o p e r a t o r s -

O v e r a l l , c o n s i d e r i n g t h e t h r e e m e a s u r e s o-f c o m p e t i t i v e 

p r e s s u r e , i t s l e v e l was p e r c e i v e d a s f a i r l y h i g h ; t h e l e v e l 

o-f o u t s i d e c o m p e t i t i o n was v i e w e d a s i n t e n s e and t h e 

economy was v i e w e d a s d e p r e s s e d . However, d e s p i t e t h i s , 

most o p e r a t o r s p e r c e i v e d t h e i r -firms t o be s u c c e s s - f u l -

B u d g e t s and T a r g e t s -

O v e r a l l , 32.7/: G-f r e s p o n d e n t s s a i d t h a t t h e y had w r i t t e n 

b u d g e t s -for t r a n s p o r t e x p e n d i t u r e - T h e r e was a s i g n i - f i c a n t 

d i - f - f e r e n c e b e t w e e n t h e number o-f D/A r e s p o n d e n t s u s i n g them 

(43X) and t h e number o-f H/R o p e r a t o r s u s i n g them <18-5X)-

B e h a v i o u r a l t h e o r y p u t s much s t r e s s on t h e u s e o-f b u d g e t s , 

s t a t i n g t h a t t h e y a r e w i d e l y u s e d p r e c e d e n t s -for b e h a v i o u r -

S i nee 677- o-f r e s p o n d e n t s s t a t e d x.hat b u d g e t s w e r e n o t u s e d , 

i t c o u l d be s e e n a s a r t ? - f u t a t i o n o-f t h e t h e o r y . However, 

337. i s q u i t e a h i i ^ h p e r c e n t a g e and when i t i s c o n s i d e r e d 

t h a t 27*/ o-f t h e c o m p a n i e s i n t h e s u r v e y had o n l y one o r two 

v e h i c l e s and - f u r t h e r m o r e , t h a t many -firms p r o b a b l y had 

u n w r i t t e n b u d g e t s , s u p p o r t -for t h e t h e o r y i s i n c r e a s e d . 

T u r n i n g t o t a r g e t s , 207- o-f r e s p o n d e n t s s a i d t h a t t h e y had 

w r i t t e n t a r g e t s f o r t r a n s p o r t o b j e c t i v e s ; s i gni-f i c a n 11 y 

l e s s t h a n t h e number u s i n g b u d g e t s . T h e r e was v e r y l i t t l e 
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d i f - f e r e n c e b e t w e e n H/R and Q/A r e s p o n d e n t s on t h e i r u s e o-f 

t a r g e t s . 

O n l y 14Z o-f o p e r a t o r s had b o t h w r i t t e n t a r g e t s a nd w r i t t e n 

b u d g e t s , w h e r e a s 62;i had n e i t h e r - A l t h o u g h b e h a v i o u r a l 

t h e o r y d o e s n o t s t a t e t h a t e v e r y -firm u s e s b o t h b u d g e t s and 

t a r g e t s , t h i s - f i g u r e i s p e r h a p s l o w e r t h a n w o u l d b e 

e x p e c t e d -from i t -

In-f o r m a t i o n Handl i ng 

A t o t a l o-f 43'/l o-f o p e r a t o r s s a i d t h a t t h e y m o n i t o r e d o t h e r 

o p e r a t o r ' s c o s t s and 61X s a i d t h a t r a t e s o-f o t h e r o p e r a t o r s 

w e r e m o n i t o r e d . T h u s , a s i gni-f i c a n t 1 y g r e a t e r p r o p o r t i o n 

o-f o p e r a t o r s m o n i t o r e d r a t e s t h a n c o s t s . T h i s i s t o be 

e x p e c t e d s i n c e , -for t h e H/R o p e r a t o r s , m a r k e t 

c o m p e t i t i v e n e s s c a n o n l y be gauged i-f o t h e r o p e r a t o r s ' 

r a t e s a r e known; s i n c e many 0/A o p e r a t o r s u s e p u b l i c 

h a u l i e r s a t l e a s t o c c a s i o n a l l y , a k n o w l e d g e o-f t h e i r r a t e s 

i s i m p o r t a n t . T h u s a k n o w l e d g e oHF o t h e r o p e r a t o r s ' r a t e s i s 

o-f more i m m e d i a t e i m p o r t a n c e t h a n a k n o w l e d g e o-f t h e i r 

c o s t s -

A g a i n u s i n g t h e C h i - s q u a r e d t e s t o-f s i gni-f i c a n c e and a 5X 

s i g n i f i c a n c e l e v e l , t h e r e was no s i g n i f i c a n t d i - f - f e r e n c e 

b e t w e e n t h e p e r c e n t a g e s o-f 0/A o p e r a t o r s and H/R o p e r a t o r s 

m o n i t o r i n g c o s t s . T h e r e was, h o w e v e r , a s i g n i f i c a n t 

d i f f e r e n c e i n t h e n u m b e r s m o n i t o r i n g r a t e s . W h e r e a s 74'/; of 
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H/R o p e r a t o r s m o n i t o r e d r a t e s , o n l y 51/C of 0/A o p e r a t o r s 

d i d . A l t h o u g h t h i s d i f f e r e n c e e > i i s t s , i t i s q u i t e 

s u r p r i s i n g t h a t o n l y 74X o f H/R o p e r a t o r s m o n i t o r e d r a t e s 

g i v e n t h e p e r c e i v e d l e v e l of c o m p e t i t i o n . E v e n i f 

c o m p e t i t o r s ' r a t e s w e r e n o t t a k e n i n t o a c c o u n t when r a t e 

s e t t i n g , i t would s t i l l seem p r u d e n t t o h a v e some k n o w l e d g e 

of o t h e r s ' r a t e s . S i m i l a r l y , i t i s a l s o s u r p r i s i n g t h a t 

o n l y 43X of o p e r a t o r s m o n i t o r o t h e r o p e r a t o r s c o s t s . 

W i t h o u t c o m p a r i n g c o s t s a g a i n s t o t h e r s i n t h e m a r k e t , t h e r e 

i s no method of d i s c o v e r i n g w h e t h e r c o s t s a r e b e i n g 

m i n i m i s e d . T h u s , i n e f f e c t , i t i s s u p p o r t i n g t h e 

b e h a v i o u r a l t h e o r y t h a t c o s t s a r e m e r e l y b e i n g k e p t a t an 

a c c e p t a b l e l e v e l . 

7.3.2 Costing approaches and methods 

The p r o p o r t i o n of r e s p o n d e n t s c a l c u l a t i n g c o s t s i s shown i n 

T a b l e 7.8. 

TABLE 7-8 

PERCENTAGE OF OPERATORS WHO CALCULATED COSTS. 

YES NO 

H/R 8 2 . 9 17. 1 
0/A 8 0 - 8 19- 2 
T o t a l 8 1 . 5 18-5 

The s t r i k i n g r e s u l t t o emerge f r o m T a b l e 7-8 i s t h a t 

n e a r l y 207- of t h e r e s p o n d e n t s i n t h i s s u r v e y s t a t e d t h a t 

t h e y d i d n o t c a l c u l a t e c o s t s . F u r t h e r m o r e , i t s eems l i k e l y 

t h a t t h o s e r e p l y i n g t o t h e s u r v e y w o u l d b e , i f a n y t h i n g , 
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more l i k e l y t o c a l c u l a t e c o s t s t h a n t h o s e n o t r e p l y i n g f o r 

t h e y may h a v e been e m b a r r a s s e d a b o u t t h e i r c o s t i n g s y s t e m s , 

t o o d i s o r g a n i s e d t o r e p l y t o t h e q u e s t i o n n a i r e and t o h a v e 

any c o s t i n g s y s t e m , o r may h a v e t h o u g h t t h a t i t was 

p o i n t l e s s r e p l y i n g i f t h e y d i d no c o s t i n g s . T h e f i g u r e of 

207, i s , t h e r e f o r e , l i k e l y t o b e , i f a n y t h i n g , an 

u n d e r e s t i m a t i o n of t h e p r o p o r t i o n o f o p e r a t o r s n o t 

c a l c u l a t i n g c o s t s . T h i s o b s e r v a t i o n i s s u p p o r t i v e of t h e 

b e h a v i o u r a l t h e o r y , a s c o s t s c a n n o t be m i n i m i s e d i f t h e y 

a r e n o t known i n t h e f i r s t p l a c e . 

T h e r e was v e r y l i t t l e d i f f e r e n c e i n t h e p r o p o r t i o n of H/R 

and D/A o p e r a t o r s n o t c a l c u l a t i n g c o s t s -

The l e v e l of s a t i s f i c i n g i s n o t o n l y e v i d e n c e d by t h e h i g h 

number of o p e r a t o r s who d a n o t c a l c u l a t e c o s t s , b u t a l s o by 

t h e q u a l i t y of c o s t i n g done by t h o s e o p e r a t o r s who s t a t e d 

t h a t c o s t s w e r e c a l c u l a t e d . T a b l e 7.9 s h o w s a s an e x a m p l e 

of t h e p o o r q u a l i t y of t h e c o s t i n g , t h e l e v e l o f 

a g g r e g a t i o n of c o s t s by t y p e of o p e r a t o r . 

TABLE 7.9 

L E V E L QF AGGREGATION QF COSTS. 

p e r c e n t a g e s 

T y p e I n d i v i d u a l Wei g h t Type of A g g r e g a t e 
of f i r m V e h i c l e C a t e g o r y V e h i c l e 

1 of veh-

H/R 5B.9 7.7 10.1 
i 
1 2 3 - 2 • 

0/A 50. 9 6.8 2. 1 ' 3 9 , 3 

A l t h o u g h t h e r e was v e r y l i t t l e d i f f e r e n c e i n t h e 

p r o p o r t i o n s of 0/A and H/R r e s p o n d e n t s who d i d n o t 
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c a l c u l a t e c o s t s . T a b l e 7.9 d e m o n s t r a t e s t h a t H/R o p e r a t o r s 

t e n d t o c a l c u l a t e t h e i r c o s t s i n more d e t a i l t h a n t h e i r O/A 

c o u n t e r p a r t s . A l m o s t 40'/ of 0/A o p e r a t o r s d o i n g c o s t i n g s 

c a l c u l a t e d them on an a g g r e g a t e b a s i s , w h e r e a s t h i s 

p r o p o r t i o n i s r e d u c e d t o 2 3 % i n t h e H/R c a s e -

T a b l e 7,10 shows t h e c o s t e l e m e n t s t a k e n i n t o a c c o u n t and 

t h e f r e q u e n c y o-f c o s t c a l c u l a t i o n s o-f t h e o p e r a t o r s 

c a l c u l a t i n g c o s t s - B e c a u s e of t h e e r r o r i n t h e p i l o t 

q u e s t i o n n a i r e , o n l y t h e r e s p o n s e s f r o m t h e f i n a l 

q u e s t i o n n a i r e a r e i n c l u d e d -

TABLE 7-10 

COST ELEMENTS TAKEN INTO ACCOUNT BY OPERATORS 

Number o f o p e r a t o r s 

D a i l y Uieekl y M o n t h l y Q u a r t e r 1 y A n n u a l 1y Not a t 
Al 1 

L i c e n c e s 13 8 2 52 2 0 5 27 
I n s u r a n c e 14 0 80 47 
D e p r e c i a t i on 8 15 75 49 2 0 9 45 
G a r a g e Wages 15 52 94 36 81 123 
D r i v e r s Wage 24 100 9 6 44 103 34 
O v e r h e a d s 14 31 121 59 54 
V e h i c l e h i r e 27 18 6 5 28 57 2 0 5 \ 
I n t e r e s t 5 10 8 3 56 108 139 ! 
I n f 1 a t i on 6 42 43 132 175 i 
E q u i pment l O 17 88 50 109 126 1 
F u e l 44 63 159 44 76 15 ! 
O i l 27 57 149 43 76 49 
T y r e s 20 37 150 59 98 
Mai n t e n a n c e 18 55 157 53 87 31 j A c c i d e n t s 24 I B 5 3 31 150 i 
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P r e d i c t a b l y t h e most common c o s t i t e m t a k e n i n t o a c c o u n t 

was - f u e l , c a l c u l a t e d by 96X of t h o s e o p e r a t o r s who 

c a l c u l a t e d c o s t s . A f t e r f u e l t h e most f r e q u e n t l y i n c l u d e d 

c o s t e l e m e n t s w e r e l i c e n c e s (937-), d r i v e r s wages (92:C) , and 

m a i n t e n a n c e ( 9 2 X ) . I n f l a t i o n and i n t e r e s t w e r e o f t e n 

o m i t t e d f r o m t h e c o s t f r a m e w o r k s - G a r a g e wages (697-) and 

v e h i c l e h i r e (49"/:) w e r e t h e l e a s t f r e q u e n t l y i n c l u d e d c o s t 

e l e m e n t s . T h i s i s u n d e r s t a n d a b l e s i n c e many o p e r a t o r s do 

n o t do t h e i r own r e p a i r s n o r do t h e y h i r e i n v e h i c l e s -

A s was f o u n d i n t h e s u r v e y of I S f i r m s , many o p e r a t o r s 

c a l c u l a t e d t h e most i m p o r t a n t c o s t s ( i n t e r m s of p r o p o r t i o n 

of t o t a l c o s t s a c c o u n t e d f o r by t h e m ) , b u t n e g l e c t e d t o 

c a l c u l a t e o t h e r c o s t s - S i n c e t h e s e o t h e r c o s t s w e r e s t i l l 

i n c u r r e d e v e n t h o u g h t h e y w e r e n o t c a l c u l a t e d , many 

o p e r a t o r s w e r e s e r i o u s l y u n d e r e s t i m a t i n g c o s t s . 

Not o n l y w e r e v e r y few c o s t e l e m e n t s c a l c u l a t e d i n many 

f i r m s , and t h e n o n l y i n v e r y a g g r e g a t e t e r m s , b u t a l s o t h e y 

w e r e c a l c u l a t e d v e r y i n f r e q u e n t l y . I t was v e r y common f o r 

c o s t e l e m e n t s , e s p e c i a l l y s t a n d i n g c o s t e l e m e n t s , t o be 

c a l c u l a t e d o n l y on an a n n u a l b a s i s . E v e n r u n n i n g c o s t s , 

w h i c h s h o u l d i d e a l l y be c a l c u l a t e d w e e k l y , i f n o t d a i l y , 

w e r e commonly c a l c u l a t e d o n l y m o n t h l y , q u a r t e r l y o r 

a n n u a l l y - The i n f r e q u e n c y w i t h w h i c h many o p e r a t o r s 

c a l c u l a t e d c o s t s , t o t a l Iv' p r e c l u d e s o p e r a t o r s d o i n g any 

d e t a i l e d a n a l y s i s of t h e c o s t s of t h e i r o p e r a t i o n s . 

To o r d e r - t o c o m p a r e t h e l e v e l of d e t a i l of c o s t i n g b e t w e e r 
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s e c t o r s o r r e g i o n s , i t was n e c e s s a r y t o t r a n s f o r m t h e d a t a 

f r o m T a b l e 7-10 i n t o a more m a n a g e a b l e f o r m a t . C a r e f u l 

c o n s i d e r a t i o n of t h e r a n g e o f i n d i v i d u a l r e p l i e s l e d t o t h e 

f o l l o w i n g l e v e l of d e t a i l c a t e g o r i s a t i o n , w i t h e i g h t 

m u t u a l l y e ; < c l u s i v e c a t e g o r i e s : 

(1) A l l c o s t e l e m e n t s c a l c u l a t e d f r e q u e n t l y C i . e - d a i l y , 

w e e k l y , o r m o n t h l y ) -

(2) A l l c o s t e l e m e n t s c a l c u l a t e d i n f r e q u e n t l y ( i . e -

q u a r t e r l y o r a n n u a l l y ) . 

(3) Most c o s t s ( i . e - a t l e a s t 8 e l e m e n t s o f c o s t s c a l c u l a t e d 

f r e q u e n t l y -

(4) Most c o s t e l e m e n t s c a l c u l a t e d i n f r e q u e n t l y -

(5) Most c o s t e l e m e n t s c a l c u l a t e d , b u t r u n n i n g c o s t s 

more f r e q u e n t l y t h a n s t a n d i n g c o s t s -

(6) A l l c o s t s , b u t r u n n i n g c o s t s more f r e q u e n t l y t h a n 

s t a n d i n g c o s t s . 

(7) Few c o s t s i n f r e q u e n t l y 

(8) O t h e r . 

U s i n g t h i s c a t e g o r i s a t i o n , t h e most common l e v e l of 

d e t a i l of c o s t i n g ( c a r r i e d o u t by 247. o f o p e r a t o r s who 

c a l c u l a t e d c o s t s ) was t h a t d e s c r i b e d by c a t e g o r y ( 6 ) i . e 

a l l c o s t s b u t r u n n i n g c o s t s more f r e q u e n t l y t h a n s t a n d i n g 

c o s t s - T h i s was f o l l o w e d by c a t e g o r y ( 2 ) i . e a l l c o s t s 

c a l c u l a t e d i n f r e q u e n t l y . I t i s r e m a r k a b l e t h a t o n l y 107- o f 

r e s p o n d e n t s who c a l c u l a t e d c o s t s , c a l c u l a t e d ' a l l c o s t s 

f r e q u e n t l y ' - T h i s i s t h e same p e r c e n t a g e a s c a l c u l a t e d 

'few c o s t s i n f r e q u e n t l y . ' 
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C o n s i d e r i n g f a r t h e r t h e l e v e l of d e t a i l c a t e g o r i e s a b o v e , 

a more m e a n i n g f u l c a t e g o r i s a t i o n c a n be o b t a i n e d by 

d i v i d i n g i t i n t o two f u r t h e r c a t e g o r i e s - t h o s e c a t e g o r i e s 

w h i c h c o n s t i t u t e good c o s t i n g p r a c t i c e s and t h o s e w h i c h do 

n o t . A good c o s t i n g p r a c t i c e must e n c o m p a s s b o t h t h e 

c a l c u l a t i o n of a h i g h number of c o s t e l e m e n t s and a h i g h 

f r e q u e n c y of c a l c u l a t i o n . C a t e g o r i e s <1>, ( 3 ) , <5) and ( 6 ) 

t h u s c o n s t i t u t e good c o s t i n g p r a c t i c e s . 

U s i n g t h i s c l a s s i f i c a t i o n , o n l y 5 8 % of o p e r a t o r s who d i d 

c a s t i n g s had good c o s t i n g p r a c t i c e s . T h i s i s a v e r y low 

p e r c e n t a g e c o n s i d e r i n g t h e i m p o r t a n c e o f c a l c u l a t i n g c o s t s 

a c c u r a t e l y - C o n s i d e r i n g t h e d i f f e r e n c e s b e t w e e n H/R and D/A 

o p e r a t o r s , a g a i n H/R o p e r a t o r s h a v e b e t t e r c o s t i n g 

p r a c t i c e s . W h e r e a s 65X o f H/R o p e r a t o r s c a l c u l a t i n g c o s t s 

h a v e 'good c o s t i n g p r a c t i c e s ' , t h i s p e r c e n t a g e i s r e d u c e d 

t o 54X i n t h e 0/A s e c t o r . 

I t m i g h t be e x p e c t e d t h a t t h o s e f i r m s who p e r c e i v e d 

t h e m s e l v e s a s s u c c e s s f u l w o u l d h a v e b e t t e r c o s t i n g 

p r a c t i c e s t h a n t h o s e who p e r c e i v e d t h e m s e l v e s a s 

u n s u c c e s s f u l . T h i s , h o w e v e r was n o t t h e c a s e , t h e r e was 

v i r t u a l l y no d i f f e r e n c e b e t w e e n them. S i m i l a r l y , t h e r e was 

no r e l a t i o n s h i p b e t w e e n t h e l e v e l of p e r c e i v e d c o m p e t i t i o n 

and t h e d e t a i l of c o s t i n g . T h e r e w e r e , h o w e v e r , t h r e e 

o t h e r v a r i a b l e s t h a t w e r e l i n k e d s t a t i s t i c a l l y t o t h e l e v e l 

of d e t a i l of c o s t i n g s . The f i r s t was w h e t h e r o r n o t t h e 

f i r m s m o n i t o r e d o t h e r h a u l i e r s ' c o s t s , w i t h 66'/. of t h o s e 
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r e s p o n d e n t s who m o n i t o r e d c o s t s h a v i n g good c o s t i n g 

p r a c t i c e s , c o mpared t o 43X of t h o s e who do n o t - The s e c o n d 

was t h a t r e s p o n d e n t s w i t h n a t i o n a l o r i n t e r n a t i o n a l 

c o v e r a g e had b e t t e r c o s t i n g p r a c t i c e s t h a n t h o s e w i t h o n l y 

r e g i o n a l c o v e r a g e . The t h i r d v a r i a b l e was w h e t h e r o r n o t 

b u d g e t s w e r e u s e d - S e v e n t y t h r e e p e r c e n t o f t h o s e 

o p e r a t o r s who u s e d b u d g e t s had good c o s t i n g p r a c t i c e s 

c o m pared w i t h 497- who d i d n o t u s e b u d g e t s . 

O v e r a l l , t h e n , o p e r a t o r s seemed n o t t o a t t a c h a g r e a t d e a l 

of i m p o r t a n c e t o c a s t i n g - A l m o s t 20X of o p e r a t o r s d i d n o t 

c a l c u l a t e c o s t s a t a l l and many o f t h e r e m a i n d e r d i d o n l y 

v e r y i n a d e q u a t e c o s t i n g s . T h e methods u s e d w e r e o f t e n 

d e f i c i e n t i n t e r m s of t h e number o f c o s t e l e m e n t s 

c a l c u l a t e d , t h e l e v e l of a g g r e g a t i o n of c o s t s and t h e 

f r e q u e n c y w i t h w h i c h t h e y w e r e c a l c u l a t e d . 

77 3.3- ' C o s t s . 

A t o t a l of 36B r e s p o n d e n t s g a v e c o s t s f o r t h e s p e c i f i e d 

j o u r n e y . The brea k d o w n o f c o s t s by GVW i s shown i n F i g 

7, 1. 

S e v e n m a j o r w e i g h t c a t e g o r i e s w e r e i d e n t i f i e d i n t h e 

a n a l y s i s - A f u r t h e r f o r t y r e s p o n d e n t s g a v e c o s t s , b u t 

t h e i r v e h i c l e w e i g h t s w e r e u n u s u a l ( e . g . 26 t o n n e s ) and 

t h e r e f o r e w e r e n o t u s e d i n t h e a n a l y s i s - F i g 7-1 s h o w s , a-

e x p e c t e d , t h a t mean c o s t s i n c r e a s e w i t h GVW e x c e p t i n t h e 
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FIGURE 7.1 

OPERATING COSTS BY GROSS VEHICLE WEIGHT 

MEAN C O S T ( P O U N D S ) 

200 

150 H 

100-^ 

50 H 

FIGURE 7.2 

OPERATING COSTS ^POUNDS) 
A COSr/TOfJHE c v w — 

M E A N C O S T ( P O U N D S ) ^ C O S T / T O N N E C A P A C I T I 
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c a s e of t h e 32 t o n n e v e h i c l e - I n f a c t i t s e e m s more l i k e l y 

t h a t i t i s t h e c o s t s f o r t h e 30 t o n n e v e h i c l e w h i c h a r e o u t 

of l i n e . T h i r t y t o n n e v e h i c l e s a r e l i k e l y t o be r i g i d , 

o - f f — r o a d v e h i c l e s w h i c h a r e more e x p e n s i v e t o r u n t h a n t h e 

e q u i v a l e n t w e i g h t a r t i c u l a t e d v e h i c l e s . 

To d i s c o v e r w h e t h e r e c o n o m i e s of s c a l e e x i s t a t t h e l e v e l 

of t h e i n d i v i d u a l v e h i c l e , t h e mean c o s t must be d i v i d e d by 

t h e c a r r y i n g c a p a c i t y of t h e v e h i c l e s . F i g 7.2 s h o w s t h e 

mean c o s t p e r t o n n e c a r r y i n g c a p a c i t y and t h e mean c o s t p e r 

t o n n e GVW. The c a r r y i n g c a p a c i t y u s e d i s t h e m e d i a n 

c a p a c i t y f o r e a c h GVW, o b t a i n e d f r o m t h e s u r v e y . 

F i g 7.2 sho w s t h a t t h e r e a r e i n d e e d c o n s i d e r a b l e e c o n o m i e s 

of s c a l e t o be g a i n e d f r o m t h e u s e o f h e a v i e r v e h i c l e s . 

The c o s t s p e r c a p a c i t y t o n n e o f a 38 t o n n e v e h i c l e a r e 

n e a r l y a t h i r d o f t h e c o s t s p e r c a p a c i t y t o n n e o f a 7 t o n n e 

v e h i c l e - The e c o n o m i e s d e c r e a s e w i t h i n c r e a s i n g GVW. I t 

i s i n t e r e s t i n g t o n o t e t h a t t h e c o s t s p e r c a p a c i t y t o n n e of 

a 24 t o n n e v e h i c l e a r e l e s s t h a n t h o s e of a 30 t o n n e o r a 

32 t o n n e v e h i c l e . The c h e a p e s t v e h i c l e , o v e r a l l , a c c o r d i n g 

t o t h e s u r v e y , i s t h e 38 t o n n e v e h i c l e . 

C o n s i d e r i n g t h e v a r i a b i l i t y o f c o s t s , a s m e a s u r e d by t h e 

s t a n d a r d d e v i a t i o n / m e a n f o r e a c h GVW, t h i s d e c r e a s e s 

c o n t i n u o u s l y w i t h i n c r e a s i n g GVW- T h u s f o r e x a m p l e , mean 

c o s t s f o r t h e 7 t o n n e v e h i c l e w e r e £82 and t h e s t a n d a r d 

d e v i a t i o n was £43, g i v i n g a r a t i o of .53, w h i l s t f o r t h e 38 

t o n n e v e h i c l e , mean c o s t s w e r e £173 and t h e s t a n d a r d 



d e v i a t i o n 5 4 - 3 , g i v i n g a r a t i o o f 0.3- T h e r e i s , t h e n , 

more a g r e e m e n t on t h e c o s t of o p e r a t i n g h e a v i e r v e h i c l e s 

C o m p a r i s o n w i t h P u b l i s h e d C o s t T a b l e s . 

The u s e of p u b l i s h e d t a b l e s o f o p e r a t i n g c o s t s by 

a c a d e m i c s and p o l i c y m a k e r s f o r e v a l u a t i o n o f p r o p o s e d 

p r o j e c t s and p o l i c i e s , was d e m o n s t r a t e d i n t h e 

I n t r o d u c t i o n - To i l l u s t r a t e t h e i r u n r e p r e s e n t a t i v e n e s s , 

F i g 7.3 c o m p a r e s t h e c o s t s o b t a i n e d f r o m t h e s u r v e y a g a i n s t 

t h e c o s t s c o n t a i n e d i n t h e p u b l i s h e d c o s t t a b l e s - The 

l a t t e r a r e c a l c u l a t e d u s i n g t h e a v e r a g e a n n u a l m i l e a g e f o r 

e a c h w e i g h t c a t e g o r y of v e h i c l e ( a s shown i n t h e CSRGT 

1 9 8 4 ) . 

F i g 7.3 s h o w s t h a t i n a l l c a s e s , p u b l i s h e d c o s t t a b l e s 

g i v e c o s t s w h i c h a r e s u b s t a n t i a l l y a b o v e t h o s e o b t a i n e d 

f rom t h e s u r v e y - The d i f f e r e n c e i s g r e a t e s t i n t h e 16 

t o n n e c a t e g o r y , w h e r e C o m m e r c i a l Motor (CM) c o s t s a r e t w i c e 

a s h i g h a s t h o s e g i v e n i n t h e s u r v e y . The o n l y s i m i l a r i t y 

o c c u r s i n t h e 32 t o n n e c a t e g o r y w h e r e t h e c o s t s g i v e n by 

t h e FTA a r e v i r t u a l l y t h e same a s t h o s e o b t a i n e d i n t h e 

s u r v e y - T h u s c o s t s c o n t a i n e d i n CM and Motor T r a n s p o r t a r e 

t o t a l l y u n r e p r e s e n t a t i v e of t h e s u b j e c t i v e c o s t s of 

o p e r a t o r s -

E d u c a t i o n 
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FIGURE 7.3 

CQPIPArUSOM or OPERATING COSTS U B T A I N C O FROn THE SURUCY Ui lTH THOSC 
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T a b l e 7-11 shows t h e p e r c e n t a g e of r e s p o n d e n t s w i t h t h e 

s t a t e d l e v e l of f o r m a l e d u c a t i o n a l q u a l i f i c a t i o n s -

TABLE 7-1\ 

FORMAL EDUCATIONAL Q U A L I F I C A T I O N S OF RESPONDENTS-
p e r c e n t a g e s 

j H/R 0/A T o t a l 
none 53. 9 2 8 . 1 3 9 - 0 
C-S.E 4.7 2.6 3.5 
'0' l e v e l s 17.8 30- 3 2 5 . 0 
m a t r i c u l a t i o n 1. 1 6.0 3. 9 
h i g h e r s c h o o l c e r t - 2.6 5.2 4- 1 
'A' l e v e l s 8.4 11.8 10. 4 
d i pioma 2-6 2.6 2-6 
H-N.C 2. 1 1.5 1-7 
d e g r e e 6-8 12.2 10- 0 

A t o t a l o f 397. of r e s p o n d e n t s , t h e n , had no f o r m a l 

q u a l i f i c a t i o n s - O n l y 10'/. had d e g r e e s and a f u r t h e r 10'/. had 

'A' l e v e l s . I t i s n o t i c e a b l e t h a t 0/A o p e r a t o r s w e r e 

b e t t e r e d u c a t e d t h a n H/R o p e r a t o r s . 

D i f f e r e n c e s b e t w e e n r e g i o n s . 

T h r o u g h o u t t h i s c h a p t e r , c o m p a r i s o n s h a v e b e e n made 

bet w e e n t y p e s of o p e r a t o r and i t h a s b e e n shown t h a t t h e r e 

were many d i f f e r e n c e s i n a t t i t u d e s and p r a c t i c e s - When 

c o m p a r i s o n s b e t w e e n t r a f f i c a r e a s a r e c o n s i d e r e d , v e r y few 

d i f f e r e n c e s a r e a p p a r e n t . I n f a c t , t h e two r e g i o n s a r e 

r e m a r k a b l y s i m i l a r i n most r e s p e c t s c o n s i d e r e d : t h e two 

r e g i o n s h a v e t h e same l e v e l of p e r c e i v e d s u c c e s s , t h e same 

u s e of b u d g e t s and t a r g e t s , v i e w t h e l e v e l of o u t s i d e 

c o m p e t i t i o n a s e q u a l l y i n t e n s e , h a v e t h e same v i e w s on t h e 
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s t a t e o-f t h e economy and do c o s t i n g s t o t h e same l e v e l o-f 

a g g r e g a t i o n and d e t a i l . The m a j o r di-f-f e r e n c e s b e t w e e n 

them a r e t h a t a s i g n i f i c a n t l y h i g h e r p r o p o r t i o n o-f 

r e s p o n d e n t s i n t h e WTA c a l c u l a t e c o s t s and r e s p o n d e n t s i n 

t h e WMTA a r e more l i k e l y t o be p a r t o-f a l a r g e r company 

t h a n t h o s e -from t h e WTA. 

7,3.4- R e l a - c i n q t h e v a r i a b l e s t o c o s t s 

To t h i s p o i n t , t h e v a r i a b l e s and c o s t s h a v e been 

c o n s i d e r e d i n d e p e n d e n t l y - I n o r d e r t o d i s c o v e r w h e t h e r and 

how c o s t s a r e d e t e r m i n e d by t h e v a r i a b l e s , t h e two must be 

r e l a t e d - C o n s i d e r - f i r s t t h e e-f-fect o-f e a c h v a r i a b l e on 

c o s t s - The most e - f - f e c t i v e method o-f d o i n g t h i s i s t o 

c o n s i d e r e i t h e r a b s e n c e - p r e s e n c e d i - f - f e r e n c e s i n c o s t s , e.g-

t o c o n s i d e r t h e d i - f - f e r e n c e i n c o s t s b e t w e e n t h o s e who u s e 

b u d g e t s and t a r g e t s and t h o s e who do n o t , o r h i g h 

p r e s e n c e — l o w p r e s e n c e di-f-f e r e n c e s i n c o s t s , e.g- t h e 

d i - f - f e r e n c e i n c o s t s b e t w e e n t h o s e o p e r a t o r s who p e r c e i v e 

c o m p e t i t i o n t o be i n t e n s e and t h o s e who c o n s i d e r i t t o be 

n o t s o i n t e n s e . 

As i n t h e p r e v i o u s c h a p t e r , some o-f t h e v a r i a b l e s w e r e 

c o v e r e d by s e v e r a l q u e s t i o n s t o i n c r e a s e t h e v a l i d i t y o-f 

t h e r e s u l t s - Some method o-f c o m b i n i n g t h e q u e s t i o n s was 

a g a i n r e q u i r e d - F o r most o-f t h e v a r i a b l e s , j u d g e m e n t was 

u s e d . F o r e i i a m p i e ' h i g h e d u c a t i o n ' was d e - f i n e d a s t h e 

a t t a i n m e n t o-f 'A' l e v e l s o r a b o v e a s t h i s i s t h e - f i r s t 



q u a l i-f i c a t i on t o be o b t a i n e d i-f i n d i v i d u a l s c h o o s e t o s t a y 

i n e d u c a t i o n - T h e s e r e s p o n d e n t s may, t h e r e - f o r e , be s a i d t o 

h a v e more o-f an i n t e r e s t i n e d u c a t i o n and a d i f - f e r e n t 

a p p r o a c h t o c o s t i n g - The -Fol l o s i n g e merged a - f t e r c a r e - f u l 

c o n s i d e r a t i o n o-f t h e i n d i v i d u a l r e p l i e s : 

V a r i a b l e P r o c e d u r e u s e d 

In-f o r m a t i on H a n d l i ng 

E d u c a t i o n 

Competi t i v e p r e s s u r e 

h i g h = m o n i t o r b o t h c o s t s and r a t e s 
low = a n y o t h e r c o m b i n a t i o n ( e . g . 

do n o t m o n i t o r r a t e s b u t 
m o n i t o r c o s t s ) -

h i g h = ' A ' l e v e l s and a b o v e 
low = b e l o w 'A' l e v e l s 

h i g h = company v e r y o r - f a i r l y 
u n s u c c e s s - f u l o r 
f a i r l y s u c c e s s - f u l + 
c o m p e t i t i o n e x t r e m e l y 
o r v e r y i n t e n s e + economy 
• f a i r l y o r v e r y d e p r e s s e d 

low = a l 1 o t h e r c o m b i n a t i o n s 
( e - g - company v e r y 
u n s u c c e s s f u l , c o m p e t i t i o n v e r y 
i n t e n s e a nd economy - f a i r l y 
d e p r e s s e d ) . 

A s p i r a t i o n s w e r e a l i t t l e more d i - f - f i c u l t t o d i v i d e i n t o two 

g r o u p s u s i n g j udgement- The aim was t o d i v i d e t h e r e s p o n d e n t : 

i n t o one g r o u p o-f h i g h a s p i r e r s and one g r o u p o-f l o w a s p i r e r 

C l u s t e r a n a l y s i s was t h e r e - f o r e u s e d t o d i v i d e t h e r e s p o n d e n t * 

i n t o two c l u s t e r s - The c l u s t e r s w e r e composed o-f r e s p o n d e n t ; 

w i t h t h e f o l l o w i n g f e a t u r e s ; 
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C l u s t e r 1 C 258 c a s e s ) C l u s t e r 2 (2 39 c a s e s ) 
P e r c e n t a g e R a t i o P e r c e n t a g e R a t i o 
O c c u r e n c e O c c u r e n c e O c c u r e n c e O c c u r e n c e 

Max p r o - f i t s 7 2 . 1 1.21 46. 4 0. 78 
Ma;; t u r n o v e r 18. 2 1.02 17.6 0.98 
Max g r o w t h 27. 9 1.21 18.0 0. 78 
Max ROC 3 2 . 9 0.99 33- 9 1.01 
Max s e r v i c e 6 4 . 3 0.95 72. O 1. 06 
Max i ncome 26-4 1. 03 2 4 . 7 ; 0. 97 

A c c e p t pro-f i t s 2.3 0.08 5 4 . 8 1. 99 
A c c e p t t u r n o v e r 10.5 0.35 1 50- 2 1.7 
A c c e p t g r o w t h 5. 8 0. 19 ! 56 • 5 1.87 
A c c e p t ROC 6. 6 0. 29 1 40. 6 1. 77 
A c c e p t s e r v i c e 3. 1 0.21 I 2 7 . 6 i 1. 85 
A c c e p t i ncome 6.6 

' 
0.24 i 17.6 ! 1. 82 

R a t i o O c c u r e n c e = P e r c e n t a g e o c c u r e n c e 
p e r c e n t a g e o c c u r e n c e . 

i n c l u s t e r / t o t a l 

R e s p o n d e n t s a r e t h u s d i v i d e d q u i t e r e a s o n a b l y 

i n t o two g r o u p s ; one o-f h i g h a s p i r e r s ( C l u s t e r 1) and one 

o-f low a s p i r e r s ( C l u s t e r 2 ) . T h i s i s shown by t h e - f a c t 

t h a t i n C l u s t e r 1, most o-f t h e m a x i m i s i n g o b j e c t i v e s h a v e a 

r a t i o o c c u r e n c e o-f more t h a n 1 and most o-f t h e s a t i s - f i c i n g 

o b j e c t i v e s h a v e a r a t i o o c c u r e n c e o-f l e s s t h a n 1- The 

r e v e r s e i s t r u e o-f C l u s t e r 2. 

H a v i n g t h u s d i v i d e d t h e r e s p o n d e n t s i n t o two g r o u p s -for 

e a c h q u e s t i o n o r v a r i a b l e , t h e most a p p r o p r i a t e m e a s u r e o-f 

c o s t had t o be -found. D i v i d i n g t h e c o s t s i n t o w e i g h t 

c a t e g o r i e s was u n s a t i s f a c t o r y b e c a u s e o-f i nsu-f-f i c i e n t 

numbers i n c e r t a i n w e i g h t c a t e g o r i e s . C o s t s d i v i d e d by GVW 

o r c a p a c i t y w ould i n t r o d u c e a d i s t o r t i o n i n t o t h e a n a l y s i s 

b e c a u s e of t h e d i - f - f e r e n c e i n G V W / c a r r y i n g c a p a c i t y r a t i o s 

b e t w e e n v e h i c l e s ( i . e . t h e e x i s t e n c e o-f t e c h n i c a l 

e c o n o m i e s o-f s c a l e a t t h e i n d i v i d u a l v e h i c l e l e v e l ) -

T h e r e - f o r e , t h e - f o l l o w i n g a d j u s t m e n t was made t o t a k e 
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a c c o u n t of t h i s . 

C o n s i d e r a two g r o u p c a s e ; t h a t o-f H/R and 0/A o p e r a t o r s -

S h o u l d one g r o u p h a v e a d i s p r o p o r t i o n a t e l y h i g h number o-f 

s m a l l v e h i c l e s , c o s t s p e r t o n n e c a p a c i t y w ould seem h i g h e r 

•for t h i s g r o u p . T h i s d i - f - f e r e n c e i n c o s t s , h o w e v e r , c o u l d 

n o t n e c e s s a r i l y be a t t r i b u t e d t o t h e t y p e o-f o p e r a t o r a s 

t h e d i - f - f e r e n c e i n v e h i c l e s t r u c t u r e s o-f t h e g r o u p s i s a l s o 

i n v o l v e d . To c o m p e n s a t e -for t h i s d i s t o r t i o n , e a c h v e h i c l e 

was c o n v e r t e d i n t o a 38 t o n n e e q u i v a l e n t . F o r e x a m p l e , t h e 

c a p a c i t y / G V W r a t i o -for a 38 t a n n e r i s 2 5 / 3 8 , o r 0-65S: F o r 

a 16 t o n n e r i t i s 10/16, o r 0 . 6 2 5 . To c o n v e r t a 16 t o n n e r 

i n t o a 38 t o n n e r e q u i v a l e n t , t h e r e - f o r e , t h e c o s t -for t h e 

j o b was d i v i d e d by 0 . 6 5 8 / 0 , 6 2 5 , o r 1.053. T h i s was done 

-for a l l w e i g h t s o-f v e h i c l e - The a d j u s t m e n t e n a b l e s t h e 

d i r e c t c o m p a r i s o n o-f c o s t s b e t w e e n g r o u p s w i t h i n a n y one 

v a r i a b l e , k e e p i n g a l l o t h e r v a r i a b l e s c o n s t a n t - T he 

r e s u l t i n g c o s t s a r e u s e d i n a l l t h e f o l l o w i n g a n a l y s i s a s 

' a d j u s t e d c o s t ' -

The c o s t d i - f - f e r e n c e s b e t w e e n g r o u p s -for a n y one v a r i a b l e 

a r e shown i n T a b l e 7-12 
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TABLE 7-12 
INFLUENCE OF V A R I A B L E S ON COSTS - 1 

V a r i a b l e A d j u s t e d c o s t 
p e r t o n n e 
o-f c a r r y i n g 
c a p a c i t y ( p e n ce 

S t a n d a r d 
d e v i a t i on 

Number 
i n g r o u p 

S i g n i -f i c a n t 
a t 5"/. 

: l e v e l ? 

H/R 10. 34 7.96 178 NO 
0/A 11.54 8. 47 210 I 

1 

I n t e r n a t 1 a n a l 10. 67 7-93 42 
N a t i a n a l 1 1. 43 9-88 192 NO 
R e g i o n a l 10.54 5. 77 152 

Owner managed 10-98 8. 44 354 NO 
non owner 11. 22 6-01 33 
managed 

Use b u d g e t s 11.19 8.5 127 NO 
No b u d g e t s 10.9 8. 16 260 

Do c o s t i n g s 11. 16 8- 56 3 1 3 NO 
No c o s t i n g s 10- 11 6. 62 65 

WTA 11-25 9- 12 r?i NO 
WMTA 10-67 7.08 • 176 

Hi gh a s p i r e r s 10- 73 7. 96 200 NO 
Low a s p i r e r s 1 1. 26 8.57 188 

H i g h E d u c a t i o n 1 1 - 20 8.9 98 NO 
Law e d u c a t i on 10-96 8. 18 274 

1 

High c o m p e t i t i o n 1 1 - 03 7. 94 2 6 3 ' NO 
Law c o m p e t i t i on 10. 89 9-09 112 1 

1 

High in-f o r m a t i on 10-89 8. 6o 146 : NO 
h a n d l i ng 
Low i n-f o r mat i on 11.11 8.08 2 2 8 
h a n d l i ng 

Smal 1 1 1. 26 7-66 255 ' : 

Medi um 10-07 lO - 5 5 0 i NO 
L a r g e 9. 49 2-99 

The a p p r o p r i a t e s t a t i s t i c a l t e s t -for d e t e r m i n i n g w h e t h e r 

t h e r e i s a s i g n i - f i c a n t d i - f - f e r e n c e b e t w e e n t h e mean c o s t s o-f 

t h e two g r o u p s w i t h i n any one v a r i a b l e , i s t h e Two S a m p l e 

T - T e s t - U s i n g t h i s t e s t , none o-f t h e v a r i a b l e s emerged a s 

s i g n i - f i c a n t . The s i z e o-f t h e -firm h ad a s i g n i - f i c a n t 
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i n f l u e n c e i n t h a t l a r g e f i r m s h ad l o w e r c o s t s t h a n s m a l l e r 

f i r m s . H owever, l a r g e f i r m s ' c o s t s w e r e n o t s i g n i f i c a n t l y 

d i f f e r e n t f r o m medium s i z e d f i r m s ' c o s t s w h i c h i n t u r n w e r e 

n o t s i g n i f i c a n t l y d i f f e r e n t f r o m s m a l l f i r m s ' c a s t s - The 

d i f f e r e n c e i n c o s t s b e t w e e n many g r o u p s was s u r p r i s i n g l y 

s m a l l s u g g e s t i n g t h a t t h e v a r i a b l e t o w h i c h t h e g r o u p s 

b e l o n g e d , had v e r y l i t t l e i n f l u e n c e on c o s t s . T h i s was 

p a r t i c u l a r l y t r u e of c o m p e t i t i v e p r e s s u r e and i n f o r m a t i o n 

h a n d l i n g . 

The s t a n d a r d d e v i a t i o n s g i v e an i n d i c a t i o n o f t h e 

v a r i a t i o n i n c o s t s f o r a n y one p a r t i c u l a r g r o u p . I n most 

c a s e s t h e s t a n d a r d d e v i a t i o n s a r e q u i t e h i g h s u g g e s t i n g 

t h a t t h e r e i s n o t a g r e a t d e a l o f a g r e e m e n t on c o s t s 

b e tween f i r m s . The group w h i c h showed t h e h i g h e s t l e v e l o f 

a g r e e m e n t was r e s p o n d e n t s f r o m l a r g e f i r m s w h e r e t h e mean 

c o s t / t o n n e c a p a c i t y was £9-49 and t h e s t a n d a r d d e v i a t i o n 

was o n l y £2,99. At t h e o t h e r end o f t h e s p e c t r u m , t h o s e 

f i r m s who c o n s i d e r t h e m s e l v e s t o be u n s u c c e s f u l h a d an 

a v e r a g e c o s t o f £12 and a s t a n d a r d d e v i a t i o n of £ 1 2 . 7 . 

To i n v e s t i g a t e f u r t h e r t h e r e l a t i o n s h i p b e t w e e n t h e 

v a r i a b l e s and c o s t s , t h e r e s p o n d e n t s w e r e d i v i d e d i n t o 

t h r e e g r o u p s ; t h o s e w i t h r e l a t i v e l y h i g h c o s t s C i - e . 

a d j u s t e d c o s t s e x c e e d i n g £10 p e r t o n n e c a p a c i t y ) , t h o s e 

w i t h low c o s t s ( i . e . a d j u s t e d c o s t s b e l o w £7.5 p e r t o n n e 

c a p a c i t y , and t h o s e w i t h medium c o s t s ( i . e . t h e r e m a i n d e r ) 

The r e l a t i o n s h i p s a r e shown i n T a b l e 7.13-
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TABLE 7.1" 

INFLUENCE OF V A R I A B L E S OH COSTS - 2 

p e r c e n t a g e s 

V a r i a b l e Low c o s t 

GrouD 

Medium c o s t 

G r o u o 

High c o s t 

Group 

H/R 38 3 4 23 
0/A 28 3 2 39 1 

• 

Owner managed 33 34 I 
Non owner managed! 27 

\ 

WTA 31 34 1 
WMTA i 

i 
3 5 3 2 — ! 

1 
i 

Smal1 1 36 2 9 36 1 
Medium j 28 5 2 20 1 
L a r g e i 2 6 3 6 1 
H i g h a s p i r e r s | 29 31 i 

32 i Low a s p i r e r s 
t 

3 2 3 5 1 

36 
High c o m p e t i t i o n j 3 6 34 35 
Low c o m p e t i t i o n 28 30 34 ! 

t 

H i g h e d u c a t i o n | 
1 • i_ • ' 

28 39 • 1 
34 

High i n - f o r m a t i o n 
h a n d l i ng 

Low i n - f o r m a t i o n 
h a n d l i n g 

Do c o s t i n g s 
No c o s t i n g s 

I n t e r n a t i o n a l 
N a t i o n a l 
R e g i o n a l 

30 
55 

30 
30 
38 

27 

43 
3 9 

34 

29 

38 

I S 

J.1 
>9 

T h i s -form o-f a n a l y s i s i n d i c a t e s t h a t t h r e e o-f t h e 

v a r i a b l e s (0/A-H/R, w h e t h e r o r n o t c o s t i n g s a r e done and 

t h e s i z e o-f t h e - f i r m ) , h a v e a n o t i c e a b l e i n - f l u e n c e on 

c o s t s . T h e r e was a h i g h e r p e r c e n t a g e o-f Q/A o p e r a t o r s i n 

t h e ' h i g h c o s t ' g roup and a c o r r e s p o n d i n g l y l o w e r 

p e r c e n t a g e i n t h e 'lew c o s t ' group- 0/A o p e r a t o r s t e n d e d 

t h e r e - f o r e , t o h a v e h i g h e r c o s t s t h a n H/R o p e r a t o r s - T h i s 
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i s c o n s i s i t e n t w i t h t h e group a n a l y s i s o f T a b l e 7-12. 

S i m i l a r l y , a h i g h e r p e r c e n t a g e of o p e r a t o r s who c a l c u l a t e d 

c o s t s w e r e i n t h e ' h i g h c o s t ' g r o u p and a c o r r e s p o n d i n g l y 

l o w e r p e r c e n t a g e w e r e i n t h e 'low c o s t ' g r o u p i n d i c a t i n g 

t h a t t h o s e o p e r a t o r s who c a l c u l a t e d c o s t s had h i g h e r c o s t s 

t h a n t h o s e who d i d n o t - T h i s a g a i n c o n f o r m s w i t h t h e g r o u p 

a n a l y s i s i n T a b l e 7.12- F i n a l l y , l a r g e r f i r m s had h i g h e r 

c o s t s t h a n s m a l l e r f i r m s . T h i s g o e s a g a i n s t t h e a n a l y s i s 

i n T a b l e 7.12-

I n o r d e r t o i n v e s t i g a t e and model how c o s t s a r e 

d e t e r m i n e d , t h e c o m b i n e d i n f l u e n c e o f t h e v a r i a b l e s and 

t h e i r r e l a t i v e s t r e n g t h s must be c o n s i d e r e d . To t h i s e n d , 

m u l t i p l e r e g r e s s i o n was u s e d . 

D a t a on t h e s t r u c t u r a l and b e h a v i o u r a l v a r i a b l e s was 

e n t e r e d i n a c o m b i n a t i o n o f b i n a r y and n u m e r i c a l f o r m s , a s 

shown i n E q u a t i o n 1- I n a d d i t i o n t o t h e o r i g i n a l v a r i a b l e s 

u n d e r s c r u t i n y , o t h e r v a r i a b l e s , ( s u c h a s w h e t h e r o r n o t 

f i r m s d i d c o s t i n g s ) , t h e i m p o r t a n c e of w h i c h emerged 

s u b s e q u e n t t o t h e o r i g i n a l a n a l y s i s , w e r e a l s o e n t e r e d -

F u r t h e r m o r e , t h e c l a s s i f i c a t i o n of t h e g r o u p s w i t h i n t h e 

v a r i a b l e s w e r e c h a n g e d i n o r d e r t o o b t a i n t h e ' b e s t ' 

r e l a t i o n s h i p ( j u d g e d i n t e r m s of t h e c o e f f i c i e n t of 

m u l t i p l e d e t e r m i n a t i o n , R^ and t h e v a r i a b l e c o e f f i c i e n t T 

r a t i o s ) , a l l o w i n g s e n s i t i v i t y a n a l y s i s t o be p e r f o r m e d -

F o r e x a m p l e , w i t h a s p i r a t i o n s , t h e r e g r e s s i o n a n a l y s i s was 

f i r s t p e r f o r m e d u s i n g o u t p u t f r o m t h e c l u s t e r a n a l y s i s 

(shown a b o v e ) t o c l a s s i f y t h e r e s p o n d e n t s i n t o h i g h o r low 
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a s p i r e r s . As t h e r e was some d e g r e e o f o v e r l a p i n t h e s e 

g r o u p s ( i . e . some o p e r a t o r s who s t a t e d t h a t t h e y m a x i m i s e d 

p r o f i t s w e r e c l a s s i f i e d a s low a s p i r e r s ) , an a l t e r n a t i v e 

c l a s s i f i c a t i o n was u s e d w h e r e b y any o p e r a t o r who s t a t e d 

t h a t t h e y s o u g h t t o m a x i m i s e e i t h e r p r o f i t s o r RQC was 

c l a s s i f i e d a s a h i g h a s p i r e r , and v i c e v e r s a . 

The f u l l r e s u l t s of t h e r e g r e s s i o n a n a l y s i s a r e shown i n 

A p p e n d i x 7 a . The e q u a t i o n was a s f o l l o w s : 

E q u a t i o n 1 

A d j u s t e d = 35-4 + 1 4 . 2 a - 7.24b + 6 . 5 4 c -t- 0.78d -
C o s t 

0 - l l e + 1.07f - 4.25g - 2.60h + 1 5 . S i 

1 4 . S j + 3.67k + 9.151 

R'^= 61X o r 59-4*/ a d j u s t e d f o r d e g r e e s of f r e e d o m 
No. of o b s e r v a t i o n s = 3 1 3 

V a r i a b l e Meani ng Method of 1 C o e f f i - 1 T r a t i o i 
• o e r a t i o n a l i s a t i o n 1 c i e n t 1 1 

c o n s t a n t 3 5 • 3 6 ' 3. 64 
a T y p e o f o p e r a t o r 1 = H/R O = Q/A 1 4 . l a 3.231 
b Owner managed? 1 = y e s 0 = no - 7 . 2 4 1 -O. 94 
c A r e a 1 WTA 0 = WMTA 6.54 ; 1. 68 
d S i z e no/ v e h s i n d e p o t O. 7B 4. 24 
e A s p i r a t i o n s 1 = h i gh 0 = l o w - O . l l j 0. 0 3 
f C o m p e t i t i on 1 = h i gh 0 = low 1-07 i 0. 26 
g E d u c a t i on 1 = h i gh 0 = 1 ow - 4 . 5 2 i -1 . 05 
h I n f o H a n d l i n g 1 h i gh 0 = low - o - 0 . 65 
i Do c o s t i n g s 7 1 = y e s 0 = no 15.3 • 3. 07 
j G e o g r a p h i c a l 

c o v e r a g e 
1 — n a t i o n a l o r 

i n t e r n a t i o n a l 
I 
1 

= r e g i o n a l 14.8 1 3.59 
k C a p a c i t y o f t o n n e s 3-67 i 12. 04 

v e h i c l e 
1 B u d g e t s doneT 1 = y e s 0 = no 9- 15 i 1 - 95 

T h i s e q u a t i o n , a l o n g w i t h t h e summary s t a t i s t i c s , emerged 

o n l y a f t e r t h e e l i m i n a t i o n of 15 o u t l y i n g o b s e r v a t i o n s . 

253 



The e l i m i n a t i o n c r i t e r i o n u s e d was t h a t a n y o b s e r v a t i o n 

w i t h a s t a n d a r d i s e d r e s i d u a l e;<ceeding 2.5 was removed a s 

t h e s e o b s e r v a t i o n s h a v e a d i s p r o p o r t i o n a t e l y l a r g e 

i n - f l u e n c e on t h e a n a l y s i s ( L e w i s - B e c k 1 9 8 0 ) . I n a n o r m a l 

d i s t r i b u t i o n , o n l y 5X o-f t h e s t a n d a r d i s e d r e s i d u a l s w ould 

l i e more t h a n 1.96 s t a n d a r d d e v i a t i o n s -from t h e mean- I n 

t h i s p a r t i c u l a r s t u d y , t h e p e r c e n t a g e was a p p r o x i m a t e l y SX. 

The s t a n d a r d i s e d r e s i d u a l s w e r e , t h e r e - f o r e , v e r y c l o s e t o 

b e i n g n o r m a l l y d i s t r i b u t e d ( d e m o n s t r a t i n g t h e v a l i d i t y o-f 

t h e r e s u l t s ) -

A n a l y s i s o-f t h e 1.5 o u t l y i n g o b s e r v a t i o n s showed t h a t t h e r e 

w e r e no u n d e r l y i n g p a t t e r n s i n t h e d a t a ; e a c h a p p e a r e d t o 

h a v e a d i f - f e r e n t r e a s o n -for s o b e i n g . 

From t h i s a n a l y s i s , f i v e v a r i a b l e s ( a , d , i , j , k ) and t h e 

c o n s t a n t w e r e s i g n i - f i c a n t a t t h e 5X l e v e l (T r a t i o > l - 9 6 ) 

s u g g e s t i n g t h a t t h e y h a v e a s i g n i - f i c a n t i n - f l u e n c e on c o s t s 

An F t e s t on t h e v a l u e o-f R^'showed t h a t an R" o-f 59.47-, 

a d j u s t e d -for d e g r e e s o-f -freedom, i s h i g h l y s i g n i f i c a n t . 

T h u s 59.4/1 of t h e v a r i a t i o n i n a d j u s t e d c o s t i s e x p l a i n e d 

by t h e v a r i a b l e s i n c l u d e d i n t h e e q u a t i o n - Of t h e 

s i g n i f i c a n t v a r i a b l e s , by f a r t h e most i m p o r t a n t v a r i a b l e , 

a c c o u n t i n g f o r 327. of t h e e x p l a i n e d sum of s q u a r e s of t h e 

r e g r e s s i o n was t h e c a r r y i n g c a p a c i t y of t h e v e h i c l e . The 

t y p e o f f i r m a c c o u n t e d f o r a f u r t h e r 22/C, s i z e a c c o u n t e d 

f o r 207-, and g e o g r a p h i c a l c o v e r a g e a c c o u n t e d f o r a f u r t h e r 

107-. The o t h e r v a r i a b l e w h i c h had a n o t i c e a b l e e f f e c t c n 
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c o s t s i n t h e p r e v i o u s two -forms o-f a n a l y s i s ; w h e t h e r o r n o t 

c o s t i n g s w e r e done, a c c o u n t e d -for o n l y 87-. 

As C h a t t e r j e e and P r i c e ( 1 9 7 7 ) s a y "an i m p o r t a n t g o a l i n 

r e g r e s s i o n a n a l y s i s i s t o a r r i v e a t a d e q u a t e d e s c r i p t i o n s 

o-f o b s e r v e d phenomenon i n t e r m s o-f a s -few v a r i a b l e s a s 

p o s s i b l e . " P a r s i m o n y e n a b l e s t h e i s o l a t i o n o-f t h e most 

i m p o r t a n t v a r i a b l e s w h i l s t m a i n t a i n i n g s i m p l i c i t y and e a s e 

of u n d e r s t a n d i n g -

One method o-f e l i m i n a t i n g t h e u n i m p o r t a n t v a r i a b l e s i s t o 

u s e s t e p w i s e r e g r e s s i o n a n a l y s i s . S t e p w i s e r e g r e s s i o n 

e n t e r s t h e v a r i a b l e w i t h t h e h i g h e s t c o r r e l a t i o n w i t h t h e 

d e p e n d e n t v a r i a b l e - f i r s t and t h e n g o e s on t o e n t e r t h e 

v a r i a b l e w i t h t h e h i g h e s t c o r r e l a t i o n w i t h t h e d e p e n d e n t 

v a r i a b l e a - f t e r t h e l a t t e r h a s b e e n a d j u s t e d f o r t h e e-f-fect 

of t h e f i r s t v a r i a b l e . T h i s c o n t i n u e s u n t i l t h e r e a r e no 

more s i g n i f i c a n t l y c o r r e l a t e d v a r i a b l e s t o e n t e r . The 

c r i t e r i o n of s i g n i f i c a n c e u s e d was t h a t t h e F v a l u e 

e x c e e d e d 1-99. 

As w ould be e > i p e c t e d , a s t e p w i s e r e g r e s s i o n u s i n g a l l t h e 

v a r i a b l e s e n t e r s v a r i a b l e s a , d , i , j , k , l g i v i n g E q u a t i o n 2 

w h e r e t h e f i g u r e s i n b r a c k e t s a r e T r a t i o s - The f u l l 

o u t p u t i s shown i n A p p e n d i x "jb. 
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E q u a t i o n 2 

A d j u s t e d = 30.41 + 3-63k + 0.75d 1 4 , 5 j 17.Oi 
C o s t ( 1 2 . 1 4 ) ( 4 , 1 7 ) ( 3 - 5 6 ) ( 3 - 3 9 ) ( 3 . 4 7 ) 

+ 1 4 . 5 a + 10-01 
( 3 . 4 7 ) ( 2 . 2 3 ) 

R^= 60-347. 

E q u a t i o n 2 i n c l u d e s v a r i a b l e 1, u s e o f b u d g e t s , w h i c h was 

s l i g h t l y b e l o w t h e s i g n i f i c a n c e l e v e l i n E q u a t i o n 1. T h i s 

c h a n g e o c c u r s b e c a u s e i n E q u a t i o n 1 i t r e a c t s s l i g h t l y w i t h 

o t h e r v a r i a b l e s n o t i n c l u d e d i n E q u a t i o n 2. The d i s c u s s i o n 

b e l o w shows t h a t t h e r e a c t i o n i s i n s u f f i c i e n t , h o w e v e r , t o 

d i s t o r t t h e a n a l y s i s . 

The c o e f f i c i e n t s h a v e t h e same s i g n and a r e of v i r t u a l l y 

t h e same m a g n i t u d e a s t h e i r c o r r e s p o n d i n g c o e f f i c i e n t s i n 

E q u a t i o n 1. The d i f f e r e n c e i n R " b e t w e e n t h e two e q u a t i o n s 

s hows t h a t t h e r e d u c e d e q u a t i o n ( u s i n g t h e s t e p w i s e 

r e g r e s s i o n ) l o s e s o n l y 0.66X of t h e e x p l a n a t o r y power of 

t h e f u l l e q u a t i o n . P e r f o r m i n g an F t e s t u s i n g t h e f u l l and 

r e d u c e d e q u a t i o n s c o n f i r m s t h a t t h e r e i s no s t a t i s t i c a l 

d i f f e r e n c e i n t h e e x p l a n a t o r y p o w e r s of t h e two e q u a t i o n s -

The r e d u c e d e q u a t i o n i s , t h e r e f o r e , t h e ' b e s t ' e q u a t i o n . 

I n o r d e r t o t e s t f o r any model d e f i c i e n c i e s , t h e 

s t a n d a r d i s e d r e s i d u a l s w e r e . p l o t t e d a g a i n s t e a c h o f t h e 

i n d e p e n d e n t v a r i a b l e s . T h e s e p l o t s a r e shown i n A p p e n d i x 

7 c . The s t a n d a r d i s e d r e s i d u a l s of an a p p r o p r i a t e model 

would be a p p r o x i m a t e l y r a n d o m l y d i s t r i b u t e d a b o u t 0 and 

s h o u l d f a l l b e t w e e n -2 and +2 ( C h a t t e r j e e and P r i c e 
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1977, K l e i n b a u m and K u p p e r 1 9 7 S ) - Any o b v i o u s p a t t e r n s a r e 

an i n d i c a t i o n of model v i o l a t i o n . A p p e n d i x 5b shows t h a t 

t h e r e a r e no s u c h p a t t e r n s . 

P r o b a b l y t h e most l i k e l y p r o b l e m i n t h i s s t u d y would be 

m u l t i c o l 1 i n e a r i t y - A l t h o u g h t h i s s h o u l d show up i n t h e 

r e s i d u a l p l o t s , a f u r t h e r t e s t i s t o c a l c u l a t e a 

c o r r e l a t i o n m a t r i x b e t w e e n a l l t h e v a r i a b l e s . C o r r e l a t i o n 

c o e f f i c i e n t s e x c e e d i n g 0.8 i n d i c a t e t h e p a s s i b l e p r e s e n c e 

of m u l t i c o l 1 i n e a r i t y ( L e w i s - B e c k 1 9 8 0 ) . T h e c o r r e l a t i o n 

m a t r i x shown i n A p p e n d i x I d shows t h a t none o f t h e 

c o e f f i c i e n t s e x c e e d t h i s v a l u e and t h a t most o f them a r e 

v e r y low. M u l t i c o l 1 i n e a r i t y , t h e r e f o r e , s h o u l d n o t be a 

p r o b l e m . S i n c e t h e r e s i d u a l p l o t s show no p a t t e r n s and 

t h e r e a r e no o t h e r s i g n s o f model d e f i c i e n c i e s , i t c a n be 

a ssumed t h a t t h e model i s a p p r o p r i a t e -

The D u r b i n - W a t s o n s t a t i s t i c of 1-94 i n d i c a t e s 

t h a t a u t o c o r r e l a t i o n i s n o t a p r o b l e m . 

The s t e p w i s e r e g r e s s i o n , t h e n , s u g g e s t s t h e i n c l u s i o n o f 

s i x v a r i a b l e s and a c o n s t a n t - The v a r i a b l e s w e r e v e h i c l e 

c a r r y i n g c a p a c i t y , t y p e of f i r m , s i z e of d e p o t , 

g e o g r a p h i c a l c o v e r a g e , w h e t h e r o r n o t c o s t i n g s w e r e done 

and u s e of b u d g e t s - The s i g n s of t h e c o e f f i c i e n t s 

d e m o n s t r a t e t h a t a d j u s t e d c o s t s i n c r e a s e w i t h t h e c a p a c i t y 

of t h e v e h i c l e and t h e s i z e of t h e d e p o t ( i n t e r m s of 

numbers of v e h i c l e s ) , and i n c r e a s e f u r t h e r i f t h e f i r m i s 

H/R ( a s o p p o sed t o O/A), i s n a t i o n a l o r i n t e r n a t i o n a l i n 
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c o v e r a g e ( a s o p p o s e d t o r e g i o n a l ) c a l c u l a t e s i t s c o s t s and 

u s e s b u d g e t s -

An i m p o r t a n t r e s u l t e m e r g i n g f r o m t h e a n a l y s i s i s t h a t 

o n l y one of t h e b e h a v i o u r a l v a r i a b l e s ( u s e of b u d g e t s ) had 

a s i g n i f i c a n t i n f l u e n c e on c o s t s and t h i s v a r i a b l e was 

b a r e l y s i g n i f i c a n t - T he o t h e r b e h a v i o u r a l v a r i a b l e s w e r e , 

i n f a c t , f a r f r o m b e i n g e v e n c l o s e t o s i g n i f i c a n t . The 

h i g h e s t T r a t i o o b t a i n e d f o r t h e o t h e r b e h a v i o u r a l 

v a r i a b l e s was 0.65, f o r i n f o r m a t i o n h a n d l i n g . The T 

r a t i o f o r a s p i r a t i o n s was a s low a s 0 - 0 3 . T h i s a n a l y s i s 

s u g g e s t s t h e n , t h a t t h e b e h a v i o u r a l v a r i a b l e s e x p l a i n 

p r a c t i c a l l y none o f t h e v a r i a t i o n i n c o s t s -

Some v e r y i m p o r t a n t and i n t e r e s t i n g r e s u l t s h a v e emerged 

f r o m t h i s c h a p t e r . A d i s c u s s i o n o f t h e s e and t h e o t h e r 

r e s u l t s a f t h i s r e s e a r c h i s t h e s u b j e c t of t h e n e x t 

c h a p t e r . 
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CHAPTER 8 

DI S C U S S I O N AND CONCLUSIGNS 

8.1 I n t r o d u c t i o n 

T h i s t h e s i s s t a r t e d b y i l l u s t r a t i n g t h e i m p o r t a n c e o f t h e 

i n d u s t r y t o b o t h t h e n a t i o n a l economy and s o c i e t y . I t was 

s t a t e d t h a t b e c a u s e o f i t s i m p o r t a n c e and w i d e s p r e a d 

e f f e c t s , i t i s v i t a l t h a t t h e r e e x i s t s a t h o r o u g h k n o w l e d g e 

and u n d e r s t a n d i n g o f i t s c o s t s - One o f t h e f u n d a m e n t a l 

t h e m e s o f t h e t h e s i s h a s b e e n t h a t f o r many p o l i c y 

d e c i s i o n s , i t i s n o t t h e a c t u a l c o s t s of t r a n s p o r t t h a t a r e 

s o much of i m p o r t a n c e b u t more o p e r a t o r s ' p e r c e p t i o n s of 

c o s t s . I t i s o p e r a t o r s ' p e r c e p t i o n s o f c o s t s w h i c h 

d e t e r m i n e t h e i r b e h a v i o u r , t h e i r r e a c t i o n s t o c h a n g e s i n 

l e g i s l a t i o n and w h i c h , t h e r e f o r e , d e t e r m i n e t h e a c t u a l * 

outcome of any p o l i c y d e c i s i o n s . U s i n g t h e e x a m p l e of t h e 

i n t r o d u c t i o n of t h e 3 8 t o n n e v e h i c l e , i t was shown t h a t t h e 

c o n s e q u e n c e s of i t s i n t r o d u c t i o n d epend on i t s u s a g e . T h i s 

i s t u r n d e p e n d s on o p e r a t o r s ' p e r c e p t i o n s of i t s r e l a t i v e 

m e r i t s c o m p a r e d t o , s a y , t h e 3 2 - 5 t o n n e v e h i c l e - T h u s i t 

was a k n o w l e d g e of o p e r a t o r s ' w h o l e a p p r o a c h e s t o c o s t i n g 

and t h e i r p e r c e i v e d c o s t s w h i c h w e r e i m p o r t a n t . I t was 

s t a t e d t h a t l i t t l e was known o f t h e s e a s p e c t s . 

C ^ j a p t e r 2 showed t h a t t h e c u r r e n t m e t h ods of e n u m e r a t i n g 

c o s t s w e r e i n a d e q u a t e f o r t h e y w e r e a l m o s t i n v a r i a b l y b a s e d 

on i n a c c u r a t e and u n r e p r e s e n t a t i v e p u b l i s h e d t a b l e s of 
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c o s t s w h i c h d i d n o t d e t a i l t h e i r s o u r c e s of i n f o r m a t i o n . 

S i n c e c o s t s w e r e o f t e n t h e m a j o r c r i t e r i o n of p o l i c y 

e v a l u a t i o n , p o l i c i e s w h i c h a f f e c t p r a c t i c a l l y e v e r y o n e i n 

t h e c o u n t r y w e r e b a s e d on u n j u s t i f i a b l e f o u n d a t i o n s -

The a i m s of t h i s p r o j e c t w e r e , t h e r e f o r e , t o i n v e s t i g a t e 

o p e r a t o r s ' c o s t i n g and t o a l e s s e r e x t e n t , p r i c i n g , 

b e h a v i o u r t a f i l l some of t h e g a p s t h a t p r e v i o u s l y e x i s t e d . 

T h i s w ould e n a b l e more r e a l i s t i c e v a l u a t i o n s o f t h e l i k e l y 

o u t c o m e s of p o l i c y d e c i s i o n s . 

I n o r d e r t o c o n s i d e r t h e d e t e r m i n a t i o n o f c o s t s a n d 

c o s t i n g b e h a v i o u r , a t h e o r y was r e q u i r e d t o i n d i c a t e w h i c h 

v a r i a b l e s w e r e l i k e l y t o h a v e a d e t e r m i n i n g , i n f l u e n c e . T h e 

t h e o r y w h i c h seemed most a p p r o p r i a t e t o t h e t r a n s p o r t 

i n d u s t r y was b e h a v i o u r a l t h e o r y . 

T h e a i m o f t h i s f i n a l c h a p t e r i s t o b r i n g t o g e t h e r t h e 

f i n d i n g s of t h e e m p i r i c a l s t u d i e s and t o d i s c u s s them i n 

t e r m s of t h e o r i g i n a l o b j e c t i v e s o f t h e t h e s i s and t h e 

b e h a v i o u r a l t h e o r y -

The c h a p t e r s t a r t s by c o n s i d e r i n g o p e r a t o r s ' a p p r o a c h e s t o 

c o s t i n g and p r i c i n g and t h e i r d e t e r m i n a t i o n - I t g o e s on t o 

l o o k a t o p e r a t o r s ' p e r c e i v e d c o s t s and d i s c u s s them i n 

r e l a t i o n t o t h e s t r u c t u r a l and b e h a v i o u r a l v a r i a b l e s - The 

i m p l i c a t i o n s of t h e r e s e a r c h c a r r i e d o u t i n t h i s t h e s i s a r e 

t h e n d i s c u s s e d . The f i n a l s e c t i o n c o n s i d e r s t h e p o t e n t i a l 

f o r f u r t h e r r e s e a r c h -
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8-2, A p p r o a c h e s t o c o s t i n q , 

The i n t r o d u c t i o n t o t h i s t h e s i s showed t h a t i t i s u s u a l l y 

assumed by a c a d e m i c s and l e g i s l a t o r s t h a t o p e r a t o r s w i l l 

make r a t i o n a l d e c i s i o n s when -faced w i t h c h a n g e s i n 

l e g i s l a t i o n , b a s e d on c a r e - f u l c o n s i d e r a t i o n o-f t h e - f u l l 

c o s t s o-f t h e i r o p e r a t i o n s - I t was shown t h a t t h e a r g u m e n t s 

t h a t -foreshadowed t h e i n t r o d u c t i o n o-f t h e 3 S t o n n e v e h i c l e 

c e n t r e d a r o u n d t h e f i n a n c i a l c o n s e q u e n c e s . P o l i c y m a k e r s 

assumed t h a t - f o l l o w i n g t h e l e g i s l a t i o n a l l o w i n g h e a v i e r 

v e h i c l e s , o p e r a t o r s w ould r a t i o n a l l y w e i g h up t h e i r 

a d v a n t a g e s and u s e them s e l e c t i v e l y - I n t h e c a s e o-f t h e 

h e a v y l o r r y b a n s i n London, i t was a s s u m e d t h a t o p e r a t o r s 

would make r a t i o n a l l y e - f - f i c i e n t d e c i s i o n s a b o u t w h i c h 

v e h i c l e s t o u s e and how t o c o m p e n s a t e -for t h e r e s t r i c t i o n s . 

R e s u l t s -from t h e l a r g e s c a l e s u r v e y showed t h a t a l m o s t 20X 

0- f o p e r a t o r s do n o t c a l c u l a t e c o s t s a t a l l and a r e , 

t h e r e - f o r e , l i k e l y t o h a v e l i t t l e i d e a o-f t h e i r o p e r a t i n g 

c o s t s . As s t a t e d i n c h a p t e r 7, t h i s p e r c e n t a g e i s l i k e l y , 

1-f a n y t h i n g , t o b e an u n d e r e s t i m a t i o n o-f t h e a c t u a l 

p e r c e n t a g e o-f o p e r a t o r s who do n o t c a l c u l a t e c o s t s , -for 

t h o s e o p e r a t o r s may h a v e b e e n e m b a r r a s s e d t o a d m i t i t a n d 

would n o t , t h e r e - f o r e , h a v e r e p l i e d . A l t e r n a t i v e l y , t h e y 

may h a v e c o n s i d e r e d i t p o i n t l e s s r e t u r n i n g t h e 

q u e s t i o n n a i r e , 
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The r e s u l t s - f u r t h e r showed t h a t many a-f t h o s e o p e r a t o r s 

who c a l c u l a t e d c o s t s d i d s o o n l y v e r y s c a n t i l y ; t h e y 

c a l c u l a t e d o n l y t h e b a s i c c o s t s ( e . g . - f u e l , wages and 

m a i n t e n a n c e ) , c a l c u l a t e d them o n l y i n v e r y a g g r e g a t e t e r m s 

( e . g . c o s t s o-f a l l v e h i c l e s t o g e t h e r , o r c o s t s p e r w e i g h t 

c a t e g o r y o-f v e h i c l e ) , and d i d s o v e r y i n-f r e q u e n t 1 y ( e . g . 

o n l y m o n t h l y o r q u a r t e r l y ) . I t was show i i , iar i n s t a n c e , 

t h a t o n l y 41X o-f r e s p o n d e n t s who c a l c u l a t e d c o s t s , d i d s o 

on a p e r v e h i c l e b a s i s . When t h e number o f c o s t e l e m e n t s 

t a k e n i n t o a c c o u n t a nd t h e f r e q u e n c y o f c a l c u l a t i o n a r e 

r.ombined, o n l y SSX of o p e r a t o r s who c a l c u l a t e d c o s t s , o r 

477. of t o t a l r e s p o n d e n t s , h ad good c o s t i n g p r a c t i c e s ( i . e . 

c a l c u l a t e d a t l e a s t B c o s t e l e m e n t s , a t l e a s t m o n t h l y ) . 

The m a j o r i t y o f o p e r a t o r s d i d v e r y p o o r c o s t i n g s a n d , 

t h e r e f o r e , c o u l d n o t make r a t i o n a l d e c i s i o n s b a s e d on t h e i r 

c o s t s -

The same s i t u a t i o n was f o u n d t o be t r u e of t h e I S f i r m s 

v i s i t e d . F u r t h e r m o r e , i t was a l s o d i s c o v e r e d d u r i n g t h e 

c o u r s e o f t h i s s t u d y , t h a t many o p e r a t o r s d i d n o t e v e n 

a t t a c h much i m p o r t a n c e t o c o s t i n g . R e a s o n s f o r t h i s 

d i f f e r e d b e t w e e n 0/A and H/R o p e r a t o r s . The 0/A o p e r a t o r s 

p e r c e i v e d t h e most i m p o r t a n t a s p e c t o f t h e i r work was t o 

p r o v i d e a s e r v i c e t o t h e m a n u f a c t u r i n g s i d e of t h e 

b u s i n e s s , p r a c t i c a l l y i r r e s p e c t i v e of c o s t s . C a l c u l a t i n g 

c o s t s t o any d e g r e e of d e t a i l was p e r c e i v e d , t h e r e f o r e , a s 

u n n e c e s s a r y - H/R o p e r a t o r s , on t h e o t h e r h a n d , p r e f e r r e d 

two main r e a s o n s ; t h e f i r s t was t h a t t h e y b e l i e v e d t h e i r 

f l e e t s t o be s u f f i c i e n t l y s m a l l t o know t h e c o s t s of 
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o p e r a t i n g w i t h o u t e ; < p l i c i t l y c a l c u l a t i n g them. T h e s e c o n d 

was t h a t t h e y b e l i e v e d t h e m a r k e t d i c t a t e d r a t e s w h i c h t h e y 

had t o a c c e p t i n o r d e r t o s u r v i v e . C a l c u l a t i o n o-f d e t a i l e d 

c o s t s was p e r c e i v e d , t h e r e - f o r e , a s a t i m e - c o n s u m i n g w a s t e 

o-f e-f-fort. T h i s was a c c e n t u a t e d by t h e - f a c t t h a t most o-f 

t h e H/R -firms r e l i e d t o a l a r g e e x t e n t on c o n t r a c t work 

w h i c h t h e y c o n s i d e r e d had t o be d o n e , a g a i n , p r a c t i c a l l y 

i r r e s p e c t i v e o-f c o s t s - W h i l s t i t i s i m p o r t a n t t o o-f-fer a 

good s e r v i c e , i t must be r e c o g n i s e d t h a t i t i s e q u a l l y 

i m p o r t a n t t o know t h e c o s t o-f p r o v i d i n g t h e s e r v i c e s o t h a t 

t h e most a p p r o p r i a t e l e v e l c a n be o-f-fered-

R e s u l t s f r o m t h e l a r g e s c a l e s u r v e y showed t h a t t h e l e v e l 

o-f d e t a i l o-f c o s t i n g was d e p e n d e n t on t h e t y p e o-f -firm. 

A l t h o u g h t h e p e r c e n t a g e o-f o p e r a t o r s who d i d n o t c a l c u l a t e 

c o s t s was t h e same b e t w e e n t y p e s o-f -firm, H/R o p e r a t o r s 

c a l c u l a t e d c o s t s i n much g r e a t e r d e t a i l - T hey a g g r e g a t e d 

c o s t s t o a much l e s s e r d e g r e e , c a l c u l a t e d more c o s t 

e l e m e n t s and d i d s o more - f r e q u e n t l y -

A g a i n t h i s c o n f o r m s w i t h t h e r e s u l t s o b t a i n e d i n t h e 

i n - d e p t h s t u d y o-f I B -firms- One e x p l a n a t i o n why H/R 

o p e r a t o r s do b e t t e r c o s t i n g s i s t h a t i t i s more i m p o r t a n t 

-for H/R o p e r a t o r s t o know t h e i r c o s t s a c c u r a t e l y . U n l i k e 

t h e 0/A o p e r a t o r s , t r a n s p o r t o f t e n p r o v i d e d t h e s o l e s o u r c e 

o f i n come f o r t h e H/R o p e r a t o r s - The p r o s p e r i t y o f t h e 

company, t h e r e f o r e , d epended on t h e f o r t u n e s of t h e 

t r a n s p o r t work. The p r i n c i p a l money s p i n n e r i n t h e D/A 

f i r m s was t h e m a n u f a c t u r i n g / s e r v i c e s i d e of t h e company; 
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t r a n s p o r t m e r e l y s u p p o r t e d t h i s . 

O v e r a l l , H/R o p e r a t o r s a p p e a r e d t o be much more a l e r t t o 

t h e p r e s s u r e s o-f b u s i n e s s t h a n t h e i r 0/A c o u n t e r p a r t s . 

T h i s i s r e - f l e c t e d i n t h e -f a c t t h a t t h e H/R o p e r a t o r s t e n d e d 

t o p e r c e i v e c o m p e t i t i v e p r e s s u r e a s b e i n g more i n t e n s e t h a n 

t h e O/A o p e r a t o r s - T he main s o u r c e s o-f p r e s s u r e on t h e Q/A 

o p e r a t o r s w e r e i n t e r n a l i . e . p r e s s u r e -from i m m e d i a t e 

s u p e r v i s o r s - E x t e r n a l p r e s s u r e was more r e m o t e . The 

c o n t r a r y was t r u e -for t h e H/R o p e r a t o r s . T h i s e x p l a i n s why 

H/R o p e r a t o r s w e r e more l i k e l y t o m o n i t o r o t h e r o p e r a t o r s ' 

c o s t s and r . a t e s and r e l i e d on more r e l i a b l e and i m m e d i a t e 

s o u r c e s -for t h i s i n - f o r m a t i o n . 0/A o p e r a t o r s d e p e n d e d more 

on s o u r c e s s u c h a s t r a d e m a g a z i n e s a s t h e s e w e r e s u - f - f i c i e n t 

t o p r o v e t o t h e n e x t l e v e l i n t h e h i e r a r c h y t h a t t h e i r 

p e r f o r m a n c e was good. 

E c o n o m i c e - f - f i c i e n c y was, t h e r e - f o r e , more o-f a d r i v i n g 

•force i n t h e H/R s e c t o r t h a n i n t h e O/A s e c t o r . T he 

c o r o l l a r y o-f t h i s i s t h a t H/R o p e r a t o r s a r e more l i k e l y 

t h e n 0/A o p e r a t o r s t o c o n s i d e r t h e - f i n a n c i a l i m p l i c a t i o n s 

o-f any l e g i s l a t i v e c h a n g e . 

T h r e e o t h e r v a r i a b l e s were s i g n i - f i c a n t i n d e t e r m i n i n g t h e 

l e v e l o-f d e t a i l o-f c o s t s c a l c u l a t e d - T h e s e w e r e 

i n - f o r m a t i o n h a n d l i n g , u s e o-f b u d g e t s and g e o g r a p h i c a l 

c o v e r a g e . T h o s e o p e r a t o r s who m o n i t o r e d o t h e r o p e r a t o r s ' 

c o s t s and r a t e s , t h o s e who u s e d b u d g e t s and t h o s e who had 
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e i t h e r n a t i o n a l o r i n t e r n a t i o n a l c o v e r a g e had b e t t e r 

c o s t i n g p r a c t i c e s t h a n t h o s e o p e r a t o r s who d i d n o t m o n i t o r 

c o s t s and r a t e s , t h o s e who d i d n o t u s e b u d g e t s and t h o s e 

o p e r a t o r s who w e r e o n l y r e g i o n a l l y b a s e d . One p o s s i b l e 

e x p l a n a t i o n -for t h i s i s t h a t t h e -former s e t a r e t h e more 

b u s i n e s s o r i e n t e d o r a m b i t i o u s o p e r a t o r s who r e c o g n i s e t h e 

a d v a n t a g e s o-f d o i n g a c c u r a t e c o s t i n g s - I t c o u l d be a r g u e d 

t h a t t h e - f a c t t h a t c o s t s w e r e c a l c u l a t e d t h o r o u g h l y h a s 

c o n t r i b u t e d t o t h e s u c c e s s o-f s u c h - f i r m s , a l l o w i n g them t o 

expand i n t o n a t i o n a l o r i n t e r n a t i o n a l m a r k e t s . 

P e r h a p s a s i m p o r t a n t a s t h e v a r i a b l e s t h a t a r e r e l a t e d t o 

t h e l e v e l o-f d e t a i l o-f c o s t s c a l c u l a t e d , a r e t h e v a r i a b l e s 

w h i c h h a v e no i n - f l u e n c e - One s u c h v a r i a b l e i s t h e l e v e l o-f 

p e r c e i v e d c o m p e t i t i o n - I t was e x p e c t e d t h a t t h o s e 

o p e r a t o r s who p e r c e i v e d c o m p e t i t i o n t o be i n t e n s e w ould 

h a v e b e t t e r c o s t i n g a p p r o a c h e s t h a n t h o s e who d i d n o t 

b e c a u s e t h e y had more n e e d t o c a l c u l a t e c o s t s . T h i s was 

n o t t h e c a s e . T h i s p e r h a p s i l l u s t r a t e s t h e l a c k o-f 

i m p o r t a n c e a t t a c h e d t o c o s t i n g a s a w h o l e . The on s i t e 

v i s i t s t o t h e 18 -firms d e m o n s t r a t e d t h a t t h e i n t e n s i t y o-f 

c o m p e t i t i o n was n o t n e c e s s a r i l y c o m b a t t e d t h r o u g h a t t e n t i o n 

t o c o s t s b u t t h r o u g h a t t e n t i o n t o s e r v i c e . The p r e v a i l i n g 

b e l i e - f was t h a t m a r k e t s w e r e won o r l a s t n o t on c o s t s o r 

r a t e s , b u t on t h e s e r v i c e p r o v i d e d t o c u s t o m e r s . A n o t h e r 

p o s s i b l e e x p l a n a t i o n i s t h a t many c-f t h e -firms t h a t v i e w 

c o m p e t i t i v e p r e s s u r e a s i n t e n s e a r e t h o s e -firms w h e r e c o s t s 

a r e n o t k e p t u n d e r c o n t r o l b e c a u s e t h e y h a v e i n a d e q u a t e 

c o s t i n g methods. 
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T h u s , d e s p i t e t h e i m p o r t a n c e of c a l c u l a t i n g c o s t s 

a c c u r a t e l y , i t h a s b e e n shown t h a t i n g e n e r a l o p e r a t o r s do 

v e r y p o o r c a s t i n g s and f u r t h e r m o r e t h e y a t t a c h l i t t l e 

i m p o r t a n c e t o c o s t s i n t h e i r d e c i s i o n making- H/R 

o p e r a t o r s d i d b e t t e r c o s t i n g s t h a n 0/A o p e r a t o r s , 

n a t i o n a l l y o r i n t e r n a t i o n a l l y b a s e d o p e r a t o r s d i d b e t t e r 

c o s t i n g s t h a n r e g i o n a l l y b a s e d o p e r a t o r s , t h o s e who u s e d 

b u d g e t s had b e t t e r c o s t i n g p r a c t i c e s t h a n t h o s e who d i d n o t 

and o p e r a t o r s who m o n i t o r e d o t h e r s ' c o s t s and r a t e s had 

b e t t e r c a s t i n g p r a c t i c e s t h a n t h o s e who d i d n o t . The 

i n a d e q u a c y o f t h e c a s t i n g p r o c e d u r e s u s e d i m p l i e s t h a t 

o p e r a t o r s c a n n o t make r a t i o n a l d e c i s i o n s b a s e d on t h e i r 

c o s t s . 

8,3- C o s t s and t h e i r d e t e r m i n a t i on 

As s t a t e d i n t h e i n t r o d u c t i o n , t h e c o s t s of any t r a n s p o r t 

p r o j e c t a r e u s u a l l y e v a l u a t e d u s i n g a c t u a l , o r what a r e 

assumed t o be a c t u a l , c o s t s . L i t t l e , i f a n y , a t t e n t i o n i s 

p a i d t o o p e r a t o r s ' p e r c e p t i o n s o f c o s t s , e v e n t h o u g h i t i s 

t h e s e w h i c h d e t e r m i n e b e h a v i o u r . One of t h e o b j e c t i v e s of 

t h i s t h e s i s was t o i n v e s t i g a t e p e r c e i v e d c o s t s a nd t h e i r 

d e t e r m i n a t i on. 

T h i s s t u d y h a s shown t h a t s i ; ; v a r i a b l e s e x p l a i n a v e r y 

s i g n i f i c a n t p r o p o r t i o n of t h e t o t a l v a r i a t i o n i n p e r c e i v e d 
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c o s t s . The si>; v a r i a b l e s w e r e : t h e c a r r y i n g c a p a c i t y o-f t h e 

v e h i c l e , s i z e o-f t h e d e p o t ( i n t e r m s o-f numbers c-f v e h i c l e s 

b a s e d a t t h e d e p o t ) , g e o g r a p h i c a l b a s e ( n a t i o n a l , 

i n t e r n a t i o n a l o r r e g i o n a l ) , w h e t h e r o r n o t c o s t i n g s w e r e 

done, w h e t h e r o r n o t b u d g e t s w e r e u s e d and t h e t y p e o-f -firm 

(0/A o r H/R) , T o g e t h e r t h e s e v a r i a b l e s e x p l a i n e d 607, o-f t h e 

t o t a l v a r i a t i o n i n c o s t s u s i n g m u l t i p l e r e g r e s s i o n 

a n a l y s i s . The most i n - f l u e n t i a l v a r i a b l e was t h e 

c a r r y i n g c a p a c i t y o-f t h e v e h i c l e ( w h i c h a c c o u n t e d f o r 

327. o-f t h e t o t a l v a r i a t i o n ) . The t y p e o-f -firm a n d t h e s i z e 

o-f t h e -firm a c c o u n t e d -for a - f u r t h e r 44/C-

D e s p i t e t h e -fact t h a t H/R o p e r a t o r s d i d b e t t e r c a s t i n g s 

t h a n O/A o p e r a t o r s , t h e -former h ad t h e h i g h e r p e r c e i v e d 

c o s t s - T h e most l i k e l y e x p l a n a t i o n f o r t h i s i s p r o b a b l y t h e 

same a s t h e e x p l a n a t i o n -for t h e - f a c t t h a t o p e r a t o r s who 

c a l c u l a t e c o s t s h a v e h i g h e r p e r c e i v e d c o s t s t h a n t h o s e who 

do n o t - T h a t i s , t h a t r a t h e r t h a n a c t u a l l y h a v i n g l o w e r 

c o s t s , D/A o p e r a t o r s and t h o s e who do no c o s t i n g s a r e 

d u p i n g t h e m s e l v e s - They c o n s i d e r t h e i r c o s t s t o be l o w e r 

o n l y b e c a u s e t h e y do n o t know t h e i r - f u l l c o s t s - I t c o u l d 

b e a r g u e d t h a t t h o s e o p e r a t o r s who do no c o s t i n g s h a v e 

l o w e r c o s t s b e c a u s e no e x p e n d i t u r e i s made on t h e 

c a l c u l a t i o n o-f c o s t s i . e . nobody i s e m p l o y e d t o c a l c u l a t e 

c o s t s . T h i s , h o w e v e r , s e e m s i m p r o b a b l e . 

O p e r a t o r s who u s e b u d g e t s h a v e h i g h e r p e r c e i v e d c o s t s t h a n 

t h o s e who do n o t . T h e r e a p p e a r s t o be two p o s s i b l e 

e x p l a n a t i o n s -for t h i s f i n d i n g . T h e f i r s t i s t h a t a s was 
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shown i n t h e s t u d y of 18 f i r m s , a l t h o u g h one o f t h e 

p u r p o s e s o f u s i n g a b u d g e t i s t o c o n t r o l e x p e n d i t u r e , i t 

was o f t e n v i e w e d more a s an a l l o c a t i o n of r e s o u r c e s w h i c h 

h a d t o be u s e d . I f b u d g e t s w e r e u n d e r s p e n t t h e p e n a l t y was 

a l o w e r b u d g e t t h e f o l l o w i n g y e a r . B u d g e t s , t h e r e f o r e , 

t e n d e d t o e n c o u r a g e s p e n d i n g and i n c r e a s e c o s t s . The 

s e c o n d e x p l a n a t i o n i s t h a t t h e u s e of b u d g e t s s i g n i f i e s 

good b u s i n e s s acumen and t h a t t h o s e o p e r a t o r s who d i d n o t 

u s e b u d g e t s , l i k e t h o s e who d i d n o t c a l c u l a t e c o s t s , d i d 

t h e i r c o s t s l e s s a c c u r a t e l y t h a n t h o s e who d i d n o t . T h i s 

was i l l u s t r a t e d t o b e s o i n c h a p t e r S. T h u s a g a i n , 

o p e r a t o r s who d i d n o t u s e b u d g e t s w e r e m i s l e a d i n g 

t h e m s e l v e s a s t o t h e r e a l m a g n i t u d e of t h e i r c o s t s . 

A c c o r d i n g t o t h e r e g r e s s i o n m o d e l , p e r c e i v e d c o s t s i n c r e a s e 

w i t h t h e number of v e h i c l e s b a s e d a t t h e d e p o t - A l s o 

n a t i o n a l o r i n t e r n a t i o n a l f i r m s h a v e h i g h e r p e r c e i v e d c o s t s 

t h a n r e g i o n a l f i r m s - T h e s e two r e l a t i o n s h i p s s u g g e s t t h a t 

t h e r e a r e d i s e c o n o m i e s o f s c a l e i n t h e r o a d f r e i g h t 

t r a n s p o r t i n d u s t r y . I t was shown i n C h a p t e r 7, h o w e v e r , 

t h a t i n t e r n a t i o n a l o r n a t i o n a l f i r m s h a v e b e t t e r c o s t i n g 

a p p r o a c h e s t h a n r e g i o n a l f i r m s . Once a g a i n , t h e r e f o r e , i t 

i s p o s s i b l e t h a t r a t h e r t h a n h a v i n g l o w e r c o s t s , r e g i o n a l 

f i r m s may be d u p i n g t h e m s e l v e s i n t o b e l i e v i n g t h a t t h e i r 

c o s t s a r e Lower b e c a u s e t h e y do n o t know t h e i r c o s t s 

a c c u r a t e l y . The t r u t h p r o b a b l y l i e s somewhere b e t w e e n t h e 

two. 

One of t h e i m p o r t a n t f i n d i n g s t o emerge f r o m t h e a n a l y s i s 
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i s t h a t t h e g e o g r a p h i c a l a r e a i n w h i c h t h e r e s p o n d e n t s w e r e 

b a s e d had an i n s i g n i f i c a n t e-f-fect on b o t h c o s t s a n d c a s t i n g 

b e h a v i o u r . I n -fac t t h e two a r e a s ( t h e S o u t h West and t h e 

West M i d l a n d s ) w e r e r e m a r k a b l y s i m i l a r i n most r e s p e c t s . 

As two c o n t r a s t i n g a r e a s w e r e c h o s e n -for a n a l y s i s , t h e f a c t 

t h a t t h e r e i s l i t t l e d i f f e r e n c e b e t w e e n them p r o b a b l y means 

t h a t o p e r a t o r s t h r o u g h o u t t h e c o u n t r y a c t i n s i m i l a r ways 

and t h a t t h e a n a l y s i s i n t h i s t h e s i s i s n a t i o n a l l y 

a p p l i c a b l e . 

C h a p t e r 4 of t h i s t h e s i s p r o p o s e d t h a t t h e b e h a v i o u r a l 

t h e o r y of t h e f i r m p r o v i d e d a good d e s c r i p t i o n of t h e 

c o s t i n g and p r i c i n g b e h a v i o u r o f o p e r a t o r s - The t h e o r y 

was, t h e r e f o r e , u s e d a s a b a s i s f o r t h i s t h e s i s . 

I n t h e e m p i r i c a l s t u d i e s c a r r i e d o u t , o p e r a t o r s ' c o s t i n g 

and p r i c i n g methods and a p p r o a c h e s showed c o n s i d e r a b l e 

s u p p o r t f o r t h e t h e o r y - C h a p t e r 4 showed t h a t t h e r e was a 

g r e a t d e a l of g e n e r a l s u p p o r t : o p e r a t o r s w e r e shown n o t t o 

be s e e k i n g t o m a x i m i s e p r o f i t s ( t h e y d i d n o t e v e n know 

t h e i r c o s t s l e t a l o n e s e e k t o m i n i m i s e t h e m ) ; t h e y d i d a 

g r e a t d e a l of s a t i s f i c i n g ( e.g. t h e y u s e d t r a d i t i o n a l 

methods of o p e r a t i n g r a t h e r t h a n w e i g h i n g up a l l t h e 

p a s s i b l e a l t e r n a t i v e s t o f i n d t h e ' b e s t ' o n e ) ; much of 

t h e i r b e h a v i o u r was g o v e r n e d by s t a n d a r d o p e r a t i n g 

p r o c e d u r e s and was c o m p l e t e l y r o u t i n i s e d ; members of t h e 

f i r m had t h e i r own s t r i c t r o u t i n e s and c o n c e r n s and any 

i n f o r m a t i o n e n t e r i n g t h e f i r m w h i c h d i d n o t f i t i n t o a n y 

one i n d i v i d u a l ' s r e m i t was i g n o r e d ; much of t h e i n f o r m a t i o n 
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c o l l e c t e d was f o r c o l l e c t i o n s a k e and was n e v e r u t i l i s e d ; 

t h e y s o u g h t t o n e g o t i a t e t h e e n v i r o n m e n t t h r o u g h t h e u s e of 

l o n g t e r m c o n t r a c t s , s p e c i a l i s a t i o n and by e s t a b l i s h i n g a 

good name f o r t h e m s e l v e s by j o i n i n g t r a d e a s s o c i a t i o n s . 

A l t h o u g h t h e o p e r a t o r s a l l o p e r a t e d i n d i f f e r e n t w a y s , e a c h 

of them was a c t i n g i n t e n d e d l y r a t i o n a l l y — e a c h b e l i e v e d 

t h a t t h e i r way of o p e r a t i n g was b e t t e r t h a n t h a t o f a n y o n e 

e l s e . 

C h a p t e r 6 showed t h a t c o s t s and r a t e s d i f f e r e d 

s i g n i f i c a n t l y b e t w e e n o p e r a t o r s and t h a t r e a c t i o n s t o 

c h a n g e s i n demand and s u p p l y c o n d i t i o n s a l s o d i f f e r e d 

b e t w e e n f i r m s . T h i s i s a g a i n s u p p o r t i v e o f t h e b e h a v i o u r a l 

t h e o r y -

I n t h e l a r g e s c a l e s t a t i s t i c a l s t u d y i t was shown t h a t many 

o p e r a t o r s a d m i t t e d t o s e e k i n g o n l y t o make an a c c e p t a b l e 

l e v e l of p r o f i t s , made u s e o f b u d g e t s and t a r g e t s and 

s o u g h t t o m o n i t o r o t h e r o p e r a t o r s ' c o s t s and r a t e s -

B a s e d on t h e s u p p o r t f o r t h e t h e o r y and t h e o n - s i t e 

o b s e r v a t i o n s , f i v e b e h a v i o u r a l v a r i a b l e s ( i n f o r m a t i o n 

h a n d l i n g , c o m p e t i t i v e p r e s s u r e , s t a t e d g o a l s , p e r f o r m a n c e 

m o n i t o r i n g and u s e o f b u d g e t s and t a r g e t s ) and 3 s t r u c t u r a l 

v a r i a b l e s ( s t r u c t u r e , management s t r u c t u r e and e d u c a t i o n , ) 

w e r e p r o p o s e d a s d e t e r m i n a n t s of c o s t s . C h a p t e r s 6 and 7 

s o u g h t t o d i s c o v e r w h e t h e r t h e r e was a n y s t a t i s t i c a l 

s u p p o r t f o r t h i s model and t h u s t o show how c o s t s w e r e 

d e t e r m i ned. 
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D a t a f r o m t h e l a r g e s c a l e s u r v e y , h o w e v e r , showed t h a t 

d e s p i t e t h e s u p p o r t f o r b e h a v i o u r a l t h e o r y on a g e n e r a l 

l e v e l , t h e r e was v e r y l i t t l e s t a t i s t i c a l e v i d e n c e t h a t t h e 

b e h a v i o u r a l v a r i a b l e s had a n y d e t e r m i n i n g i n f l u e n c e on 

c o s t s . The o n l y v a r i a b l e t h a t emerged a s s i g n i f i c a n t was 

w h e t h e r o r n o t b u d g e t s w e r e u s e d , and t h i s was o n l y b a r e l y 

s i g n i f i c a n t . I n t h e r e g r e s s i o n a n a l y s i s , most of t h e 

b e h a v i o u r a l v a r i a b l e s had a v e r y low T - s t a t i s t i c a t t a c h e d 

t o them and when t h e y w e r e o m i t t e d f r o m t h e e q u a t i o n , an 

i n s i g n i f i c a n t p r o p o r t i o n o f t h e t o t a l e x p l a n a t o r y power was 

removed -

The f a c t t h a t t h e b e h a v i o u r a l v a r i a b l e s w e r e n o t 

s i g n i f i c a n t , h o w e v e r , d o e s n o t i m p l y t h a t t h e r e s u l t s do 

n o t s u p p o r t t h e b e h a v i o u r a l t h e o r y . T e s t i n g t h e 

b e h a v i o u r a l t h e o r y was n o t t h e p u r p o s e o f t h i s e x e r c i s e -

What i t d o e s s u g g e s t i s t h a t i t i s d i f f i c u l t t o i n c o r p o r a t e 

t h e b e h a v i o u r a l t h e o r y i n t o a q u a n t i t a t i v e model t o e x p l a i n 

t h e d e t e r m i n a t i o n of p e r c e i v e d c o s t s - I t i s o f t e n 

c o n s i d e r e d t h a t c a s e s t u d y r e s e a r c h i s t h e o n l y r e a l method 

of t e s t i n g t h e b e h a v i o u r a l t h e o r y . I n t h i s p r o j e c t , t h e 

o n - s i t e o b s e r v a t i o n s , w h i c h c a n be r e g a r d e d a s m i n i c a s e 

s t u d i e s , d i d i n d e e d s u p p o r t t h e t h e o r y - A l l t h a t c a n 

r e a l l y be s a i d i s t h a t t h e v a r i a b l e s , w h i c h a p p e a r e d f r o m 

t h e b e h a v i o u r a l t h e o r y a s i f t h e y w o u l d h a v e some 

d e t e r m i n i n g i n f l u e n c e on p e r c e i v e d c o s t s , d i d n o t p r o v e 

s i g n i f i c a n t i n t h e s t a t i s t i c a l a n a l y s i s i n t h i s p r o j e c t -
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8.4- I m p l i c a t i o n s of t h e r e s e a r c h 

8.4.1. I m p l i c a t i o n s f o r o p e r a t o r s 

The b a n k r u p t c y r a t e of r o a d h a u l a g e c o m p a n i e s i s s e c o n d 

o n l y t o t h a t of b u i l d i n g c o n t r a c t o r s ( K e y n o t e , 1 9 8 4 ) . I t 

i s o f t e n a ssumed t h a t t h e e x p l a n a t i o n f o r t h i s i s t h e 

e x t r e m e c o m p e t i t i v e n e s s o f t h e i n d u s t r y . I t i s c l e a r , 

h o w e v e r , f r o m t h e r e s e a r c h c a r r i e d o u t i n t h i s t h e s i s , t h a t 

a v e r y i m p o r t a n t c o n t r i b u t o r y f a c t o r i s t h a t o p e r a t o r s p a y 

i n s u f f i c e n t a t t e n t i o n t o t h e f i n a n c i a l s i d e o f t h e i r 

b u s i n e s s e s , w h i l s t p e r h a p s f o c u s s i n g t o o h e a v i l y on t h e 

o p e r a t i o n a l s i d e . B e c a u s e c o s t s a r e n o t c a l c u l a t e d i n 

s u f f i c i e n t d e t a i l , o p e r a t o r s b e l i e v e t h a t t h e i r r a t e s a r e 

c o v e r i n g c o s t s . When i t comes t o , s a y , ma k i n g a m a j o r 

r e p a i r on a v e h i c l e o r p u r c h a s i n g a new v e h i c l e , 

i n s u f f i c i e n t money i s a v a i l a b l e and t h e r e s u l t i s 

b a n k r u p t c y . 

T h i s r e s e a r c h s t r o n g l y i n d i c a t e s t h a t t h o s e who do l e s s 

d e t a i l e d c o s t i n g s p e r c e i v e d t h e i r c o s t s t o be l o w e r t h a n 

t h o s e who do more d e t a i l e d c o s t i n g s . I t was a l s o shown 

t h a t o p e r a t o r s who do no c o s t i n g s h a v e l o w e r p e r c e i v e d 

c o s t s t h a n t h o s e who do c o s t i n g s . T h u s i t a p p e a r s t h a t 

o p e r a t o r s who do n o t know t h e i r c o s t s u n d e r e s t i m a t e t h e i r 

t r u e m a g n i t u d e . I t i s t h e s e o p e r a t o r s who a r e p r o b a b l y 

most s u s c e p t i b l e t o b a n k r u p t c y . 
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I n t h e s u r v e y of I S f i r m s , two of t h e H/R o p e r a t o r s d i d no 

c o s t i n g s - S i n c e one of t h e o p e r a t o r s had b e e n o p e r a t i n g 

f o r t h e b e s t p a r t of a c e n t u r y i t c o u l d be a r g u e d t h a t 

c o s t i n g i s n o t i m p o r t a n t - The main r e a s o n f o r t h e i r 

s u r v i v a l was, h o w e v e r , t h e i r good r e l a t i o n s h i p w i t h one 

p a r t i c u l a r c u s t o m e r . As was o b s e r v e d i n a n o t h e r of t h e 

f i r m s v i s i t e d , t h i s c a n t u r n s o u r w i t h a m a z i n g s p e e d 

b e c a u s e , f o r i n s t a n c e , o f a c h a n g e i n t h e management i n t h e 

c u s t o m e r ' s f i r m - I f t h i s o c c u r s , a k n o w l e d g e of c o s t s i s 

v i t a l i f t h e b u s i n e s s i s t o be r e b u i l t s u c c e s s f u l l y . 

I t i s n o t s o l e l y t h e ' a v o i d a n c e of b a n k r u p t c y t h a t i s 

i m p o r t a n t . S i x t y p e r c e n t o f t h e o p e r a t o r s i n t h e l a r g e 

s c a l e s u r v e y s t a t e d t h a t p r o f i t m a x i m i s a t i o n was a m a j o r 

g o a l of t h e i r f i r m - P r o f i t m a x i m i s a t i o n c a n n o t be a c h i e v e d 

w i t h o u t an a c c u r a t e k n o w l e d g e of c o s t s . S e r v i c e c o u l d w e l l 

be t h e most e f f e c t i v e method o f m a i n t a i n i n g c u s t o m e r 

l o y a l t y - S e r v i c e , h o w e v e r , i s a means t o an end n o t an end 

i n i t s e l f - The c o s t s o f p r o v i d i n g a l t e r n a t i v e l e v e l s o f 

s e r v i c e s h o u l d be c a r e f u l l y c o n s i d e r e d s o t h a t t h e most 

a p p r o p r i a t e l e v e l c a n be o f f e r e d -

I t i s c l e a r , t h e r e f o r e , t h a t t h e i m p l i c a t i o n s f o r 

o p e r a t o r s of n o t d o i n g d e t a i l e d c o s t i n g s a r e p o t e n t i a l l y 

d e v a s t a t i n g and t h a t much more a t t e n t i o n s h o u l d be p a i d by 

most o p e r a t o r s t o t h i s s i d e of t h e b u s i n e s s -

I m p l i c a t i o n s f o r a c a d e m i c s and I e g i s i a t o r s 
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I t was shown i n C h a p t e r 2 t h a t p u b l i s h e d t a b l e s o f 

o p e r a t i n g c o s t s w e r e a l m o s t i n v a r i a b l y u s e d by a c a d e m i c s 

and l e g i s l a t o r s f o r t h e p u r p o s e o f o p e r a t i n g c o s t 

e n u m e r a t i o n s . The p r o b l e m s a s s o c i a t e d w i t h t h i s w e r e a l s o 

i l l u s t r a t e d i n C h a p t e r 2 u s i n g t h e e x a m p l e of t h e 

i n t r o d u c t i o n of t h e 3 8 t o n n e v e h i c l e , w h e r e i t was shown 

t h a t i t s e c o n o m i c v i a b i l i t y was d e p e n d e n t on w h i c h 

p a r t i c u l a r s e t o f t a b l e s was u s e d . T h i s r e s e a r c h h a s shown 

t h a t t h e two main c o m m e r c i a l c o s t t a b l e s ( C o m m e r c i a l Motor 

(CM) and Motor T r a n s p o r t ( M T ) ) a r e u n r e p r e s e n t a t i v e of 

o p e r a t o r s ' p e r c e i v e d c o s t s . The l a r g e s c a l e s u r v e y showed 

t h a t CM and MT c a s t s w e r e v e r y much h i g h e r t h a n t h o s e c o s t s 

o b t a i n e d f r o m t h e s u r v e y , f o r a l l w e i g h t c a t e g o r i e s . I n 

many c a s e s t h e y w e r e t w i c e a s h i g h , t h o u g h t h e 

p r o p o r t i o n a t e d i f f e r e n c e s b e t w e e n t h e c o s t t a b l e s and t h e 

s u r v e y r e s u l t s v a r i e d b e t w e e n w e i g h t c a t e g o r i e s . T h i s 

makes m a t t e r s w o r s e ; i f t h e p u b l i s h e d t a b l e s o v e r e s t i m a t e d 

c o s t s c o n s i s t e n t l y a c r o s s w e i g h t c a t e g o r i e s , a t l e a s t t h i s 

w o u ld be e a s i l y c o m p e n s a t e d f o r . Much d o u b t must t h e r e f o r e 

be c a s t on t h e a p p r o p r i a t e n e s s of t h e c o n c l u s i o n s r e a c h e d 

by a l l t h o s e who u s e t h e s e s o u r c e s a s a b a s i s of 

e v a l u a t i on -

The u n d e r l y i n g b a s i s of t h i s t h e s i s i s t h a t i t i s 

o p e r a t o r s ' p e r c e i v e d c o s t s and a p p r o a c h e s t o c o s t i n g t h a t 

a r e o f p r i m a r y i m p o r t a n c e a s i t i s t h e s e t h a t d e t e r m i n e 

b e h a v i o u r and t h u s t h e u l t i m a t e outcome of a n y p o l i c y 

d e c i s i o n . The r e s u l t s o f t h e r e s e a r c h on t h e s e a r e a s c a s t 
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f u r t h e r doubt on t h e v a l i d i t y of t h e c o n c l u s i o n s r e a c h e d i n 

t h e r e p o r t s of many a c a d e m i c s and p u b l i c b o d i e s - T h i s i s 

p e r h a p s b e s t i l l u s t r a t e d a g a i n by r e c o u r s e t o t h e e x a m p l e 

c f t h e 38 t o n n e r . 

The 3S t o n n e v e h i c l e was i n t r o d u c e d on t h e a s s u m p t i o n t h a t 

o p e r a t o r s would b e h a v e r a t i o n a l l y and t h a t s u b s t a n t i a l 

f i n a n c i a l s a v i n g s would r e s u l t . R e s u l t s f r o m t h e l a r g e 

s c a l e s u r v e y showed t h a t o p e r a t o r s i n d e e d p e r c e i v e d t h e 38 

t o n n e r t o be e c o n o m i c a l l y v i a b l e . C o s t s p e r t o n n e of 

c a r r y i n g c a p a c i t y w e r e l o w e r f o r t h e 3 8 t a n n e r t h a n f o r a n y 

o t h e r w e i g h t c a t e g o r y of v e h i c l e . T h i s e x p l a i n s why a s 

many r e s p o n d e n t s had 38 t o n n e r s a s had 32 t o n n e r s -

G i v e n t h e i n a d q u a c y o f t h e c o s t i n g m e t h o d s u s e d by most 

o p e r a t o r s and t h e l a c k o f i m p o r t a n c e a t t a c h e d t o c o s t s i n 

t h e d e c i s i o n m a k i n g p r o c e s s , i t would be p r a c t i c a l l y 

i m p o s s i b l e , h o w e v e r , f o r o p e r a t o r s t o make r a t i o n a l 

d e c i s i o n s on t h e f i n a n c i a l v i a b i l i t y o f t h e 3B t o n n e r , on 

c o s t g r o u n d s . As s t a t e d e a r l i e r , t h e u s a g e o f t h e 38 

t o n n e r d e p e n d s an t h e numbers p u r c h a s e d o r c o n v e r t e d and 

t h e u s e t o w h i c h t h e y a r e p u t f o l l o w i n g t h e i r p u r c h a s e . 

The i n - d e p t h s t u d y i n d i c a t e d t h a t t h e two p r i n c i p a l r e a s o n s 

f o r t h e i r p u r c h a s e w e r e t o f a c i l i t a t e t h e o p e r a t i o n a l s i d e 

o f t h e b u s i n e s s (O/A o p e r a t o r s ) and t o m a x i m i s e f l e x i b i l i t y 

(H/R o p e r a t o r s ) - F i n a n c i a l c o n s i d e r a t i o n s w e r e s e c o n d a r y . 

Once t h e v e h i c l e s had been p u r c h a s e d , t h e y h ad t o be u s e d 

i r r e s p e c t i v e of t h e i r s u i t a b i l i t y f o r t h e j o b . T h i s meant 

t h a t t h e y w e r e f r e q u e n t l y b e i n g u s e d w h e r e l i g h t e r v e h i c l e s 
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would h a v e s u f f i c e d . 

The o v e r a l l e c o n o m i c v i a b i l i t y of t h e 38 t o n n e v e h i c l e i s , 

t h e r e f o r e , h i g h l y d e b a t a b l e . The r e s u l t s o f t h e l a r g e 

s c a l e s u r v e y s u g g e s t t h a t e c o n o m i c v i a b i l i t y w o u l d be 

c o n s i d e r e d most i n t e n s e l y by H/R o p e r a t o r s , o p e r a t o r s who 

a r e n a t i o n a l l y o r i n t e r n a t i o n a l l y b a s e d , o p e r a t o r s who u s e 

b u d g e t s and who m o n i t o r o t h e r o p e r a t o r s ' c o s t s and r a t e s . 

From t h i s e x a m p l e i t i s c l e a r t h a t i n o r d e r t o make 

j u s t i f i a b l e and a c c u r a t e d e c i s i o n s i n p o l i c y e v a l u a t i o n s , 

o p e r a t o r s ' p e r c e i v e d c o s t s a nd t h e i m p o r t a n c e a t t a c h e d t o 

c o s t i n g must be f u l l y c o n s i d e r e d . The p r o b l e m i s t h a t i t 

i s d i f f i c u l t t o t a k e a c c o u n t o f c o s t i n g a p p r o a c h e s i n a 

s t r u c t u r e d way; i t c a n n o t e a s i l y be b u i l t i n t o m o d e l s . 

T h i s d o e s n o t i m p l y , h o w e v e r , t h a t i t s h o u l d be c o m p l e t e l y 

n e g l e c t e d . I t i m p l i e s t h a t more s t u d y i n t o t h i s p a r t i c u l a r 

p r o b l e m i s r e q u i r e d - O b t a i n i n g p e r c e i v e d c o s t s f o r 

d i f f e r e n t w e i g h t c a t e g o r i e s of v e h i c l e s , on t h e o t h e r h and, 

s h o u l d be a r e l a t i v e l y e a s y t a s k . T h e y c o u l d , f o r 

i n s t a n c e , be s o u g h t on t h e same q u e s t i o n n a i r e s e n t o u t by 

t h e D e p a r t m e n t of T r a n s p o r t t o e s t i m a t e t h e u s a g e of 

v e h i c l e s . 

8.5. S c o p e f o r f u r t h e r r e s e a r c h 

The r e s e a r c h i n t h i s t h e s i s h a s e x p o s e d t h e n e e d -fcr much 

f u r t h e r r e s e a r c h i n t h e a r e a s c o v e r e d and a s s o c i a t e d 
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I t i s t h e s e which a r e now c o n s i d e r e d 

The r e s e a r c h i n t h i s t h e s i s h a s shown t h a t o p e r a t o r s ' 

approaches t o c o s t i n g a r e o-f paramount importance i n t h e 

e v a l u a t i o n o-f t r a n s p o r t i s s u e s . Throughout t h e t h e s i s i t 

has been shown t h a t o p e r a t o r s have a wide range o-f 

a pproaches, r a n g i n g -from t h e n o n - e x i s t e n t t o the - f a i r l y 

e l a b o r a t e . Four v a r i a b l e s were shown to i n f l u e n c e the 

l e v e l o-f d e t a i l o-f c a s t i n g done. 

S i x v a r i a b l e s were shown to be s i g n i f i c a n t d e t e r m i n a n t s of 

p e r c e i v e d c o s t s , t o g e t h e r e x p l a i n i n g 607- of t h e t o t a l 

v a r i a t i o n . I t was h y p o t h e s i s e d i n c h a p t e r 7 t h a t t h e l e v e l 

of d e t a i l of c a s t i n g may have been t h e u n d e r l y i n g 

d e t e r m i n i n g f a c t o r i n a l l of t h e v a r i a b l e s e x c e p t t h e 

c a r r y i n g c a p a c i t y of the v e h i c l e . Because of time 

c o n s t r a i n t s , however, t h i s was not f u l l y i n v e s t i g a t e d . For 

p o l i c y e v a l u a t i o n s , the c o s t i n g approaches of o p e r a t o r s 

must somehow be modelled- T h i s would be an i m p o r t a n t 

advance-

The aim of t h i s s t u d y was t o i n v e s t i g a t e o p e r a t o r s ' 

approaches to c a s t i n g and r a t e s e t t i n g - I n the e v e n t , the 

i n v e s t i g a t i o n of p r i c i n g b e h a v i o u r was o n l y p a r t i a l l y 

c o n s i d e r e d . The deterini nat i on of p r i c e s and t h e i r 

r e l a t i o n s h i p to c o s t s would be a u s e f u l a r e a of f u r t h e r 

s t u d v . 
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The c o s t s of road -freight t r a n s p o r t i n t h i s s t u d y r e - f e r r e d 

only t o t h e movement c o s t s ( i . e . o p e r a t i n g c o s t s i n t h e i r 

s t r i c t e s t s e n s e ) - Movement c o s t s a r e , however, o n l y p a r t o-f 

the t o t a l d i s t r i b u t i o n c o s t s - Throughout t h i s t h e s i s , t h e 

economic v i a b i l i t y o-f the 38 tonne v e h i c l e has been used a s 

an i l l u s t r a t i v e example- I t was, however, c o n s i d e r e d o n l y 

i n terms o-f i t s r e l a t i v e o p e r a t i n g c o s t s . I t i s q u i t e 

p a s s i b l e t h a t i t s i n t r o d u c t i o n has had r e p e r c u s s i o n s 

throughout t h e whole d i s t r i b u t i o n p r o c e s s which s h o u l d a l s o 

be taken i n t o account. I t c o u l d i n some c a s e s , -for 

example, o b v i a t e t h e need -for r e g i o n a l depots. E x p a n s i o n 

o-f t h e r e s e a r c h i n t h i s t h e s i s t o c o v e r t he whole 

d i s t r i b u t i o n p r o c e s s would, t h e r e - f o r e , a-f-ford a more 

d e t a i l e d u n d e r s t a n d i n g of o p e r a t o r s ' d e c i s i o n making 

p r o c e s s e s -

F i n a l l y , i t would be i n s t r u c t i v e t o determine t h e 

r e l a t i o n s h i p between a c t u a l and p e r c e i v e d c o s t s i n t h e road 

f r e i g h t t r a n s p o r t i n d u s t r y and t o i n v e s t i g a t e whether t h e 

b e h a v i o u r a l v a r i a b l e s used i n t h i s t h e s i s had any 

d e t e r m i n i n g i n f l u e n c e on a c t u a l c o s t s - T h i s would, however 

be a v e r y d i f f i c u l t t a s k a s a c t u a l c o s t s a r e v e r y d i f f i c u l t 

to enumerate s i n c e they a r e so dependent an the methods 

used to c o l l a t e them. 
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APPENDIX 1 

•JGRKIMG PAPcIHi - HALLETTT AND GRAY 

OPERATING COSTS OF HEAVY GOODS VEHICLES IN THE U.K. 

1, INTRODUCTION 
The road haulage indust ry 1n the U.K. i s huge, expenditure on i t amounting 
to some £18,500m in 1982. However-, d e s p i t e the obvious need fo r e f f i c i e n c y 
in such an i n d u s t r y , knowledge of the magnitude and s t r u c t u r e of v e h i c l e 
operat ing c o s t s i s a t a s u r p r i s i n g l y elementary l e v e l . The i m p l i c a t i o n s of 
t h i s a re by no means t r i v i a l , f o r wi thout an a c c u r a t e knowledge of 
operat ing c o s t s , the p o s s i b i l i t y of a n a l y s i n g f u l l y the l i k e l y consequences 
of l e g i s l a t i o n a f f e c t i n g the road haulage industry i s rendered very l i m i t e d 
The aim of t h i s working paper , t h e r e f o r e , i s to review the e x i s t i n g body 
of knowledge on v e h i c l e operat ing c o s t s and to h i g h l i g h t i t s inadequac ies . 

The paper s t a r t s with a c r i t i c a l a n a l y s i s of some of the pub l ished tab les 
of operat ing c o s t s , inc lud ing comparisons of the f a c t o r s inc luded and the 
r e l a t i v e magnitudes of the c o s t s i n v o l v e d . P a r t i c u l a r a t t e n t i o n i s paid to 
the g e n e r a l i s e d nature of the c o s t s inc luded and the i m p l i c a t i o n s of t h i s 
fo r the p r a c t i c a l re levance of such t a b l e s . One of the major c r i t i c i s m s 
i s in treatment of c a p a c i t y u t i l i s a t i o n which i s e i t h e r n o n - e x i s t e n t or 
i n c o r r e c t . 

P a r t i c u l a r a t t e n t i o n i s paid to the extent to which c o s t t a b l e s a re used 
by academics and in major publ ished repor ts or i n q u i r i e s . The consequences 
of the ignorance surrounding operat ing c o s t s i s d i s c u s s e d in r e l a t i o n to 
the in t roduct ion of the heav ie r l o r r y . I t i s shown, fo r i n s t a n c e , that 
the economic v i a b i l i t y of the heav ie r l o r r y i s dependent on the source of 
operat ing c o s t s used and the assumptions made about c o s t s r e l a t i v e to 
c a p a c i t y u t i l i s a t i o n . 

The second par t of the paper presents the r e s u l t s of an e m p i r i c a l study 
of the approaches to cos t ing adopted by eighteen heavy goods v e h i c l e 
operators (n ine h i r e or reward and n ine own a c c o u n t ) , in the south west of 
England. I t demonstrates the use made of publ ished tab les of operat ing 
c o s t s by t ranspor t prov iders and t h e i r opinions of them, and compares the 
actual c o s t items taken into account by the d i f f e r e n t f i rms in the sample 
and g ives the reasons for the non-use of c o s t s by c e r t a i n o p e r a t o r s . I t 
i s shown that i t i s not j u s t the elements inc luded which d i f f e r but the 
method of a l l o c a t i n g f i xed c o s t s between v e h i c l e s , the amount of d e t a i l in 
the cos t ing framework and the reasons f o r doing c o s t i n g s . One p a r t i c u l a r 
cos t e lement , d e p r e c i a t i o n , i s considered in some d e t a i l to show the 
v a r i a t i o n s in methods used to c a l c u l a t e t h i s one item. Comparisons a re 
made between the methods used by h i r e or reward operators and own 
account operators in r e l a t i o n to the c o s t i n g procedures u s e d . 

F i n a l l y , there i s a d i s c u s s i o n of some of the important i s s u e s r a i s e d in 
the paper. 
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2. PUBLISHED COST TABLES 

2.1 D i f f e r e n c e s between publ ished c o s t t a b l e s 

Cost ing invo lves the 'p rocess of i d e n t i f y i n g , c a l c u l a t i n g and recording 
every item of expenditure incurred in the purchase or h i r e of goods v e h i c l e s , 
In mainta in ing them, in running them and in support ing the a d m i n i s t r a t i v e 
and management funct ions necessary to cont ro l t h e i r u s e , fol lowed by an 
a n a l y s i s of the to ta l operat ing c o s t s into c o s t s per u n i t of l o a d , 
d is tance or t i m e ' . (Lowe, 1983) . The p r i v a t e c o s t s of f r e i g h t t r a n s p o r t a t i o n , 
i . e . the c o s t s borne by the opera to r , f a l l in to two p r i n c i p a l c a t e g o r i e s : 
the movement c o s t s and the terminal c o s t s (Button and Peannan, 19S1 ) . 
Movement c o s t s , as the term s u g g e s t s , are those c o s t s incur red in the 
actua l t ranspor ta t ion of the f r e i g h t on the l o r r y to i t s d e s t i n a t i o n 
po in t . Movement c o s t s are u s u a l l y d iv ided in to two groups, running c o s t s 
and standing c o s t s . Running c o s t s are those c o s t s which vary with mi leage , 
w h i l s t standing c o s t s , or f i x e d c o s t s , a re those which are not r e l a t e d to 
mi leage , but a re time r e l a t e d . Roudier (1976) f u r t h e r s u b - d i v i d e s running 
c o s t s in to c o s t s which vary as a func t ion of (a ) extraneous f a c t o r s such 
as the general t r a f f i c speeds and the d i s t r i b u t i o n of c o n s i g n e e s ' p r e m i s e s , 
and (b) i n t e r n a l f a c t o r s such as the type of v e h i c l e , the load f a c t o r s 
and the composit ion of the f l e e t . The f i r s t group of c o s t s a re of ten 
ignored, or a t l e a s t , assumed to be constant due to d i f f i c u l t i e s in 
model l ing. Y e t , as Roudier has found, ' the d i s t r i b u t i o n of a s i n g l e ton of 
g r o c e r i e s to a number of small g rocers in the P a r i s area c o s t s more than 
t h e i r c a r r i a g e by road in 20 tonne l o t s from M a r s e i l l e to P a r i s ' . Th is 
demonstrates the v a r i a b i l i t y of c o s t s with c o n d i t i o n s and, c o n s e q u e n t l y , 
the importance when c o s t i n g , of c o n s i d e r i n g each journey s e p a r a t e l y . 

There i s a v a r i e t y of sources of in format ion on operat ing c o s t s . These 
include t a b l e s of operat ing c o s t s publ ished annua l ly by Commercial Motor 
(CM), c o s t t ab les publ ished q u a r t e r l y by Motor Transport (MT), the Cost 
and Rates S e r v i c e of the F r e i g h t T ranspor t A s s o c i a t i o n (FTA) and the operat ing 
c o s t s publ ished by the Road Haulage A s s o c i a t i o n (RHA). A l l these t a b l e s 
are based on g e n e r a l i s e d c o s t s fo r v a r i o u s types and weights of v e h i c l e . 
The use of both imperial ( tons) and metr ic ( tonnes) weights in t h i s 
paper r e f l e c t s the cur ren t s t a t e of p r a c t i c e in the U.K. For the purposes 
of t h i s paper there i s no s i g n i f i c a n t d i f f e r e n c e between a ton (1016 kg) 
and a tonne (1000 kg ) . Table 1 shows, as an example, c o s t s of a r t i c u l a t e d 
v e h i c l e s of var ious weights taken from CM. 

Table 1 shows the main components of operat ing c o s t s and t h e i r r e l a t i v e ' 
magnitudes. I t can be seen f o r i n s t a n c e that wages form a l a r g e proport ion 
of standing c o s t s per week and that fuel i s the most c o s t l y component of 
running c o s t s . These r e l a t i v e magnitudes are apparent in a l l the opera t ing 
cos t t a b l e s . However, each of the tab les d i f f e r s In the c o s t elements 
inc luded. 
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TABLE 1 - OPERATING COSTS OF ARTICULATED VEHICLES OF DIFFERENT WEIGHTS 

Carry ing c a p a c i t y 10 ton 
Unladen weight 4 ton 

Standing c o s t s (pounds per week) 

L icences 11.33 
Wages 206.30 
Rent and Rates 13.35 
Insurance 23.32 
I n t e r e s t 41.64 
TOTAL PER WEEK 295.96 

Running c o s t s (pence per mi le ) 

Fuel 14.5 
Lubr icants 0.53 
Tyres 5.96 
Maintenance 11.8 
Depreciat ion 8.52 
TOTAL 41.47 

14 ton 
5 ton 

17.11 
206.30 

15.6 
32.60 
49.20 

320.82 

17.5 
0.53 
5.36 

14.66 
10.06 
48.11 

21 ton 
11 ton 

50.88 
237.59 

17.51 
61 .85 
79.87 

456.54 

25 
0.54 
6.25 

23.68 
14.55 
70.02 

Source: Commercial Motor Tables of opera t ing c o s t s 1982/83. 

CM for ins tance i s the only one to inc lude i n t e r e s t as a separa te 
item. Th is represents the i n t e r e s t payable on the money borrowed to 
purchase the v e h i c l e , or a l t e r n a t i v e l y i f the v e h i c l e was purchased 
from acquired c a p i t a l , the i n t e r e s t that money could have accumulated i f 
deposited i n , s a y , a bank. CM a l s o inc ludes a rent and r a t e s item as 
well as adding 20% to operat ing c o s t s to cover overheads. MT inc ludes 
an element c a l l e d 'es tab l ishment c o s t s ' which i s e s s e n t i a l l y the same 
as overheads and comprises telephone and mail (10%), admin is t ra t ion 
s t a f f (40%), rent and rated (15%), company c a r s (20%), l i g h t and heat 
(5%) and f i n a n c i a l c o s t s (10%). FTA and RHA have no items to cover 
rent and r a t e s , but do include an 'overhead' f i g u r e . D e p r e c i a t i o n , 
although included in a l l se ts of t a b l e s , i s included as a running c o s t 
in CM, but as a standing cos t in the FTA, RHA and MT t a b l e s . In r e a l i t y 
i t w i l l be a mixture of the two, for although a v e h i c l e deprec ia tes in 
value even i f i t i s never u s e d , i t d e p r e c i a t e s a t a f a s t e r ra te with 
increas ing mi leage. The same thing occurs with wages, which MT and CM 
c l a s s as a standing c o s t and FTA and RHA c l a s s on i t s own. 

I t i s recognised that there are many problems a s s o c i a t e d with the use of 
operating c o s t t ab les (see for example Button and Pearman, 1981; Headdon , 
1981 and H i c k s , 1977). Rowley et al (1983) for i n s t a n c e , say about them, 
'At best they represent averages s u b j e c t to c o n s i d e r a b l e v a r i a n c e ' . I t 
would be unwise for an operator to use such tab les without c o n s i d e r a b l e 
adaptation to s u i t h i s own requirements and c o n d i t i o n s . The main problem i s 
as Rowley et al have s a i d , t h e i r g e n e r a l i t y . Table 1 shows that a s i n g l e 
cost f igure i s given for each component of c o s t s fo r each v e h i c l e weight 
category. Yet in Table 2 which i s taken from the FTA Cost and Rates 
S e r v i c e , and shows the operat ing c o s t s of d i f f e r e n t makes of v e h i c l e of the 
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same weight , i t can be seen that the c o s t s vary enormously between 
v e h i c l e makes, although s i n c e the c o s t s were taken from many operators 
the d i f f e r e n c e s w i l l , to some degree, r e f l e c t d i f f e r e n c e s in 
operat ions and c o n d i t i o n s . 

TABLE 2 - VEHICLE OPERATING COSTS. DIFFERENCES BETWEEN COSTS FOR 
AUnCULArED VLHICUS OF SIMIUR WEIGHTS (30-32 FONNEIT 

Make of t r a c t o r 

Total wage cos t (t) 

Example 1 

Volvo 
F7 
8019 

Example 4 

Leyland 
Buf fa lo 
10239 

Example 9 

Volvo 
Var ious 
10411 

Example 10 Average 

E r f 
B S e r i e s 
19460 12034 

Standing c o s t s (pounds per annum) 
£ % £ £ % £ Of 

iQ £ 

L icence 1820 33 1820 30 1820 27 1820 33 1820 
Insurance 105 2 130 3 499 7 220 4 223 
Depreciat ion 3578 65 4048- 67 4526 66 3554 63 4025 
Total S . C . 5503 100 5998 100 6845 100 5594 100 6068 

Running c o s t s (pence per mi le ) 

Fuel 
Replacement ty re 
Repairs 
Total R . C . 

Source: Abstracted from FTA Cost and Rates S e r v i c e 
Table 5 . 

p % P % P % P 0/ 
fO P 

13.8 44 18.8 48 17.0 62 17.2 33 17.5 
8 .28 27 2.43 6 2.68 10 3.4 7 3.73 
8.97 29 17.8 46 7.8 28 31 .7 60 15.1 

31 .0 100 39.0 100 27.5 100 52.2 100 36.3 

Report number 4 8 , March 1983. 

For example, in Table 2 to ta l running c o s t per mi le v a r i e s from 27.49p/mi le 
for a Volvo (example 9) to 52.23p/mi le for an E r f B s e r i e s (example 1 0 ) . 
Th is i s near ly a 100% d i f f e r e n c e . S i m i l a r l y , to ta l c o s t per mile fo r 
v e h i c l e p lus d r i v e r ranges from 6 0 . 1 2 p / m i l e , aga in fo r the Volvo (example 9) 
to 103.15p/mile for the E r f . This d i f f e r e n c e in c o s t s for types of v e h i c l e 
in the same weight category was recognised by one operator ( in te rv iewed 
by one of the a u t h o r s ) , who was using a Volvo FIO because of i t s c o s t 
advantages despi te having a f r a n c h i s e with another v e h i c l e manufacturer . 
The v a r i a t i o n in c o s t s e f f e c t i v e l y means that i f a h a u l i e r using an E r f 
were to use the average value rather than the s p e c i f i c value for the E r f , 
over 100 mi les he would, according to the FTA f i g u r e s , be undercost ing 
by 744p, o r , given an annual mileage of 44000 m i l e s , he would undercost 
by £3300. 

I t i s a l s o i n t e r e s t i n g to note the d i f f e r e n c e s betv/een publ ished c o s t 
t a b l e s . Table 3 shows the d i f f e r e n c e s a f t e r making the tab les as 
compatible as p o s s i b l e . 



TABLE 3 ^•^^''^^^^^^ ^Q^'^S BETWEEN FTA, CM AND MT TABLES FOR A TYPICAL 

FTA averages 
(exc ludes VAT) 

Standing c o s t s (pounds per annum) 

Insurance 223 
Depreciat ion 4025 
Wages 12034 
I n t e r e s t not included 
Rent and r a t e s 

Running cos t per mi le (p) 

Fuel 17.5 
Maintenance 15.07 
Tyres 3.73 
Oi l 
Total annual c o s t 32145 
(43700 m i l e s ) 

CM MT 
( i n c l u d e s VAT) (exc ludes VAT) 

2774 
5712* 

10618 
3593 
3594 

25 
17.10 
6.25 

.54 
44890 

1511 
5467 
7253 

not inc luded 

25 
18.07 

6.98 
.41 

36094 

RHA 

1503 
4520 
6337 

not included 

21 .14 
5.21 
5.04 

+ 
35354 

*us ing 13.07p/mi le for average mileage of 43700 mi les 
+included under ' f u e l ' 

Source: MT Cost T a b l e s , Autumn 1983, CM Tables of opera t ing c o s t s 1982/83, 
FTA Cost and Rates S e r v i c e , March 1983, RHA Cost Tables 1983. 

Table 3 shows that insurance c o s t s per annum range from £220 in the 
FTA tab les to £2774 in CM t a b l e s , with MT a t £1511 . Wages range from 
£7253 in MT to £12034 in FTA. Total annual c o s t ranges from £32145 in 
the FTA tab les to £44890 in CM t a b l e s , a d i f f e r e n c e of near ly ^0% (though 
they are not s t r i c t l y comparable in percentage terms owing to the omission 
of the l i c e n c e fee which was not comparable in the t a b l e s ) . 

The d i f f e r e n c e s r e s u l t p a r t l y from the data on c o s t s not being based on 
the same month. There i s , for example, a 6 month d i f f e r e n c e between MT 
and CM table cos t bases . I t i s , however, the o v e r a l l magnitude of the 
d i f f e r e n c e s which i s important. Cor rec t ing fo r the time v a r i a t i o n s in 
fac t magnif ies the cos t d i f f e r e n c e s s i n c e the CM t a b l e s ( in Table 3) 
are the most dated and, at the same t ime, show the h ighest c o s t s . 

The comparis 
the v e h i c l e 
v a r i a t i o n s i 
g rea te r . Th 
other conges 
t r a f f i c area 
a mere 49km 
t r a f f i c had 
of the urban 
that t r a f f i c 
and increase 

ons above assumed equiva lent working c o n d i t i o n s , although s i n c e 
working condi t ions d i f f e r tremendously too , the p o s s i b l e 
n c o s t per mi le fo r v e h i c l e s of s i m i l a r weights become even 
u s , for example, operat ing c o s t s per mi le in urban areas or 
ted areas w i l l be very d i f f e r e n t from those in f ree f lowing 
s . Roudier (1976) found that the average run in P a r i s was 
because of congest ion . He concluded that concent ra t ion of 
a g rea te r e f f e c t on c o s t s per mile of operat ion than the s i z e 

a r e a . S i m i l a r l y , Ogden ( in Button and Fearman, 1981) found 
congest ion could decrease goods v e h i c l e p r o d u c t i v i t y by 75« 
t h e i r operat ing c o s t s by 100%. 
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According to the formula used by the Department of Transpor t when 
eva luat ing trunk road p r o p o s a l s , operat ing c o s t s decrease with 
i n c r e a s i n g speed accord ing t o : 

Cost = (A * B/V) + CV2 

where V = speed in km per hour , and 

A, B, C are parameters which vary with v e h i c l e type. 

For a goods v e h i c l e A = 14 .76 , B = 8 2 , 2 , C = 0.000227 (1979 p r i c e s ) . 

Using t h i s formula , the e f f e c t of decreas ing speed from 60km/h to 30km/h i s 
to increase operat ing c o s t s by 4 « . However, i f a v e h i c l e t r a v e l s more 
s l o w l y , then the time c o s t s w i l l a l s o i n c r e a s e . Tota l resource c o s t s used 
must therefore a l s o include a time v a r i a b l e . The Department of Transpor t 
recommends that time enters the equation in the fo l lowing way 

Cose = (A + (B + D) /V) + CV^ 

where D = value of v e h i c l e time in pence /hr . 

I t would only be by luck that the combination of v a r i a b l e and constant 
values used would give the same c o s t as that obtained from the use of 
g e n e r a l i s e d t a b l e s . 

The RHA deal wi th t h i s problem to a c e r t a i n ex tent by p u b l i s h i n g reg iona l 
tab les of operat ing c o s t s . However, i t i s not only the t r a f f i c c o n d i t i o n s 
which ensure that operat ing c o s t s vary g r e a t l y betv;een o p e r a t o r s . Among 
haulage companies themselves there a re s u b s t a n t i a l d i f f e r e n c e s in p r a c t i c e s . 
Hau l ie rs have d i f f e r i n g a t t i t u d e s to maintenance. Maintenance c o s t s a l s o 
d i f f e r according to whether the work i s done w i t h i n the f i r m or ou ts ide 
i t . Depreciat ion v a r i e s according to the c a p i t a l c o s t of the v e h i c l e , 
the method used ( i . e . s t r a i g h t ! i n e , reduced balance or some other method), 
and a l s o according to the second hand value the h a u l i e r b e l i e v e s the l o r r y 
w i l l achieve a t the end of i t s l i f e . The l i f e of the v e h i c l e depends 
on the use made of i t and the replacement p o l i c y of the f i r m . Many h a u l i e r s 
do not purchase v e h i c l e s ou t r igh t but l ease them or c o n t r a c t h i r e them and 
the a c q u i s i t i o n method used a f f e c t s c o s t s c o n s i d e r a b l y . Running c o s t s as 
a whole w i l l change with the treatment of the v e h i c l e s in q u e s t i o n . 

A fur ther c r i t i c i s m of a d i f f e r e n t nature was advanced by an FTA 
accountant who s a i d ' the re are two elements of c o s t , v i z . time and d i s t a n c e . 
Total c o s t i s an always vary ing func t ion of the two. Thus i t i s t o t a l l y 
wrong to reduce tota l c o s t to a f i g u r e per m i l e , a mistake made by near ly 
a l l operators and by most publ ished c o s t t a b l e s . There i s only one per iod 
mileage a t v^hich the average per mi le i s c o r r e c t ; below that f i g u r e i t 
w i l l be too low and above i t too h igh . Herein l i e s the problem of so many 
operators who s t i l l r e l y on t h i s f i c t i t i o u s n o n - e x i s t e n t f i g u r e ' (FTA, 
1983). The so lu t ion to t h i s problem may l i e in charging a cos t per mi le 
based on running c o s t s and a c o s t per hour based on standing c o s t s . I t 
i s e s s e n t i a l l y t h i s approach which v/as adopted by the Department of 
Transport in t h e i r c a l c u l a t i o n of trunk road b e n e f i t s (above) . 
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An equa l ly ser ious problem a r i s e s chrough the assumption of a 100% c a p a c i t y 
u t i l i s a t i o n . Capaci ty u t i l i s a t i o n w i l l obv ious ly change from day to day and 
from business to b u s i n e s s . The payload f a c t o r for the average v e h i c l e of GVW 
above 30 tonnes i s only 0.73 (exc lud ing empty running) (CSRGT, 1983) , making 
the c o s t s per tonne corresponding ly h i g h e r . CM a c t u a l l y present c o s t f i g u r e s 
for the s i t u a t i o n where only 50% or 75% c a p o . i t y u t i l i s a t i o n i s a t t a i n e d . 
However, the nature of t h e i r p resen ta t ion makes t h e i r use d i f f i c u l t . Table 4 
i s abs t rac ted from the CM t a b l e s and shows the opera t ing c o s t s per ton of an 
a r t i c u l a t e d v e h i c l e wi th 21 ton c a p a c i t y and 32 tons GVW. 

TABLE 4 . OPERATING COST PER TON OF A 32 TON GVW ARTICULATED VEHICLE WITH 
DIFFERENT UTILISATION FACTOR? 

Miles per week Journeys per day U t i l i s a t i o n (%) Cost ( £ ) 

1000 1 50 22.03 
1000 1 75 14.69 
1000 2 50 11.02 
1000 2 75 7.34 
1000 3 50 7,34 
1000 3 75 4.90 
1000 4 50 5.51 
1000 4 75 3.67 
1000 5 50 4.41 
1000 5 7b 2.94 
Source: CM Tables of operat ing c o s t s 1983/84. Table 6 , p. 33 . 

Having decided upon h i s mi leage per week, the h a u l i e r must decide how many 
journeys per day he has made. Assuming he works a f i v e day week, has t r a v e l l e d 
1000 m i l e s , and made on average 2 t r i p s per day, in order to use the t a b l e s , 
he must fu r ther assume each t r i p was of the same length - in t h i s c a s e 100 
m i l e s . Cost per ton for 50% u t i l i s a t i o n i s c a l c u l a t e d by tak ing the to ta l 
operat ing c o s t per mi le o f a f u l l y laden v e h i c l e , f o r 1000 m i l e s , and d i v i d i n g 
i t by the ac tua l payload c a r r i e d , i . e . 10.5 tons - which g i v e s 1 l .02p per ton 
and then mu l t ip ly ing t h i s by m i l e s per t r i p ( i . e . 1 0 0 ) , to g ive £11.02 per ton. 

Apart from the s i m p l i f i c a t i o n s concerning equal journey l e n g t h s , there i s an 
apparent e r r o r in c a l c u l a t i n g c o s t per ton of payload us ing t h i s method. I t 
assumes e f f e c t i v e l y that opera t ing c o s t s for a v e h i c l e wi th GVW of 32 tons i s 
the same as that of a gross v e h i c l e weight of 21.5 tons { i . e . unladen weight 
p lus ac tua l payload a t S0% c a p a c i t y u t i l i s a t i o n ) . T h i s i s c l e a r l y not the c a s e . 
Because the running c o s t s of a h a l f laden v e h i c l e would be l e s s than those of a 
f u l l y laden v e h i c l e , i t i s s u r e l y i n c o r r e c t to f ind c o s t per ton of weight 
c a r r i e d by d i v i d i n g the to ta l opera t ing c o s t of a f u l l y laden v e h i c l e by the 
•actual payload. Th is same e r r o r i s made bv Sharp f l 9 7 3 ) , who s t a t e s , in 
e x p l a i n i n g the d i f f e r e n c e made to c o s t s by d i f f e r e n c e s in c a p a c i t y u t i l i s a t i o n 
that i f Cs and CI are the operat ing c o s t s per v e h i c l e mi le o f small and l a r g e r 
v e h i c l e s and Us and Ul are t h e i r r e s p e c t i v e c a r r y i n g c a p a c i t i e s , then the 
d i f f e r e n c e in c o s t s per c a p a c i t y ton mi le i s y iven by 

( C s / U s ) - ( C l / U l ) 

I f the load f a c t o r expressed as a proport ion of c a p a c i t y i s k . then the 
d i f f e r e n c e in c o s t s per ton mi le (assuming equal mi leage for l a r g e r and 
smal le r v e h i c l e s ) , R is given by 

R = ( C s / k U s ) - CCl /kUL) 

However, i f k<l . then there w i l l be e f f e c t s on Cs and CI which are not 
accounted for by th is equat ion . 



2.2 The use made of publ ished c o s t tab les 

These very aggregate tab les appear to be of l i t t l e p r a c t i c a l use to the 
h a u l i e r without a great deal of adapta t ion . In f a c t , i t i s quest ionab le 
whether they serve any usefu l purpose other than demonstrating trends in 
c o s t s . I t would be he lpfu l to know how many f i rms use the t a b l e s , the 
extent to which they are adapted and the use to which they are put . The 
P r i c e Commission Study of 1977 g i v e s some i n d i c a t i o n of the extent of t h e i r 
use in the s e t t i n g of charges by p r o f e s s i o n a l opera tors ( T h i s , of c o u r s e , 
excludes the large number of own account operators who would be expected 
to use the FTA t a b l e s , i f a n y ) . 

TABLE 5 PROFESSIONAL HAULIERS 
SLUING CHARGES 

USE OF SOURCES OF INFORMATION IN 

Percentage of Respondents making s t a t e d degree of use 

Source Frequent ly O c c a s i o n a l l y Hardley Ever Never 

RHA 
FTA 
CM 

28.3 
4 ,4 

27.7 

31.1 
S . 9 

33.7 

12.6 
5 

13.9 

28 
81 .7 
24.7 

Source: P r i c e Commission 1977, page 42. 

Although t h i s source i s a l i t t l e dated , i t can be seen that a s i g n i f i c a n t 
proport ion of p r o f e s s i o n a l h a u l i e r s , i . e . h i r e and reward o p e r a t o r s , use 
c o s t t ab les in s e t t i n g charges . However, Table 5 t e l l s us nothing about 
how many changes are made to the tab les by o p e r a t o r s , o r the ex ten t of 
h a u l i e r s ' r e l i a n c e upon them. 

The use of publ ished tab les i s not conf ined to h a u l i e r s . Because of the 
lack of c r e d i b l e or comprehensive a l t e r n a t i v e s , they are used by academics 
and governments a l i k e . Cooper (1982) used the t a b l e s to cons ider the 
economic v i a b i l i t y of us ing demountables in d i s t r i b u t i o n . Pat terson and 
May (1982) used MT tab les to c a l c u l a t e the impact on c o s t s of having heavy 
l o r r y bans in London. Corcoran e t a l (1980) used elements of the CM 
tab les in t h e i r report on the eva lua t ion of h e a v i e r l o r r i e s , which was 
used as a b a s i s fo r the Armitage Report (1980) . The Wood Inquiry (1983) 
into the e f f e c t s of bans on heavy l o r r i e s in London used MT tab les to 
enumerate the c o s t s . F i n a l l y , S t a r k i e (1984) used CM tab les to demonstrate 
the c o s t s of road f r e i g h t t r a n s p o r t . In f a c t , p r a c t i c a l l y a l l r e s e a r c h 
in t h i s f i e l d which inc ludes enumeration of v e h i c l e operat ing c o s t s , 
used information obtained from the publ ished c o s t t a b l e s . That the tab les 
are so widely used i s ra ther worrying s i n c e c o n c l u s i o n s reached by these 
bodies can have fa r reaching e f f e c t s . Y e t , as shown above, c o n c l u s i o n s 
are l i k e l y to d i f f e r accord ing to the t a b l e s u s e d . Where the c o n c l u s i o n s 
reached are based on c a l c u l a t i o n s which are very s e n s i t i v e to marginal 
changes the problem becomes worse. 
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2.3 Example of the use of publ ished c o s t t ab les 

As an example of the ambigu i t ies r e s u l t i n g from the use of publ ished 
tab les of operat ing c o s t s , c o n s i d e r the debate over the in t roduc t ion of 
the heav ie r v e h i c l e . One of the major f a c t o r s i n f l u e n c i n g the f i n a l 
d e c i s i o n to introduce heav ie r 38t goods v e h i c l e s in the UK in May 1983. 
was the pro jected savings in operat ing c o s t s r e s u l t i n g from the purported 
economies of s c a l e in the use of h e a v i e r l o r r i e s . The argument was that 
although the operat ing c o s t s of h e a v i e r l o r r i e s inc rease with i n c r e a s i n g 
GVW, pdyload c a p a c i t y i n c r e a s e s a t a f a s t e r r a t e r e s u l t i n g in lower c o s t s 
per tonne of goods c a r r i e d , assuming a f u l l y laden v e h i c l e . I t was 
reckoned by Armitage (1980) that sav ings of £120m - £135m p . a , would be 
gained through the change in the weight l i m i t s of l o r r i e s . 

Using the publ ished tab les of opera t ing c o s t s , however, the r e l a t i v e 
f i n a n c i a l advantages of operat ing the 38 tonne v e h i c l e as opposed to 
32.5 tonne v e h i c l e s are seen to d i f f e r q u i t e s u b s t a n t i a l l y between t a b l e s 
Table 6 demonstrates t h i s . 

TABLE 6 VARIATIONS IN ESTIMATIONS OF THE RELATIVE COST ADVANTAGE 
UK TQNN£ AkllCULAFEU VEHICLES OVER 32.5 TONNE 
AHIICULATED VEHICLES 

Cost per mi le (1500 m i l e s ) 

3 2 . 5 * tonne a r t i c 
38* tonne a r t i c 

Cost per tonne/mile (1500 m i l e s ) 

32.5 tonne a r t i c 
38 tonne a r t i c 

CM 

91.7p 
115 . Ip 

4 .2p 
4 .6p 

MT 

83.5p 
92 . Ip 

3.8p 
3.7p 

2.6% Percentage d i f f e r e n c e + ]Q% 

Cost of t ranspor t ing 1000 tonnes of goods 300 mi les in 

32.5 tonne a r t i c £13009.3 £11918.3 
38 tonne a r t i c 

D i f f e r e n c e 
£13842 

•£832.7 
£11181 

£737.3 

FTA average 

6 7 . I p 
7 4 . I p 

3.1p 
3.Op 

-3.2% 

£9034.3 
£8894 

£140.8 

* 3 ax led t r a c t o r with 2 ax led t r a i l e r 

S o u r c e s : C a l c u l a t e d from CM t a b l e s of opera t ing c o s t s 1983/84 , MT opera t ina 
c o s t t a b l e s Winter 1983, FTA c o s t p r o j e c t i o n s 1983 

Table 6 shows that although c o s t s per mi le are higher for the 38 tonne v e h i c l e 
in a l l the t a b l e s , c o s t s per tonne mi le a re lower in MT and FTA but h igher 
in CM. CM p r e d i c t a 10% increase in c o s t s per tonne mi le i f a 38 tonner i s 
used ra ther than a 32 tonner. The t h i r d part of Table 6 shows what t h i s 
means in terms of an example taking in to account v e h i c l e i n d i v i s i b i l i t i e s . 
Thus, suppose a h a u l i e r needed to t r a n s p o r t 1000 l o r r i e s o f goods 300 m i l e s . 
Suppose a l s o that one l o r r y can t r a v e l 300 m i l e s a day and work f i v e days a 
week. Using a 32.5 tonne l o r r y w i th 22 tonne c a p a c i t y , i t would take 46 
j o u r n e y s , the h a u l i e r would t r a v e l 1500 m i l e s a week for 9 weeks and 300 mi les 
in Che f i n a l week. The cost of t h i s compares to what i t would c o s t i f he 
were to use a 38 tonne v e h i c l e wi th 25 tonne c a p a c i t y . In t h i s c a s e he would 
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t rave l 1500 mi les a week fo r e x a c t l y e i g h t weeks. Table 6 shows i t 
would c o s t £832.7 more to use the 38 tonner based on CM f i g u r e s , £737.3 
l e s s to use a 38 tonner based on MT f i g u r e s and £140.8 l e s s accord ing 
to FTA f i g u r e s . T h i s i s qu i te a s u b s t a n t i a l v a r i a t i o n . On t h i s b a s i s , 
had the d e c i s i o n on whether to int roduce the h e a v i e r l o r r y been based on 
CM, the outcome would not have been the same as i f i t had been based on 
MT or the FTA. The magnitude of the sav ings r e s u l t i n g from the 38 
tonner would be completely d i f f e r e n t accord ing to the t a b l e s used . 

The r e s u l t of the debate on the h e a v i e r v e h i c l e and the p r o j e c t e d magnitude 
of the sav ings was based on a repor t by the TRRL (Corcoran e t a l , 1980) . 
The sources of t h e i r c o s t s were qu i te v a r i e d and c r e d i t must be g iven to 
them f o r using independent sources fo r many of the c o s t e lements . However, 
for rent and ra tes and i n s u r a n c e , the f i g u r e s v/ere based on CM t a b l e s of 
operat ing c o s t s . The framework used was that of CM ( t h i s means the 
i n c l u s i o n of i n t e r e s t as an element) and the method used f o r c a l c u l a t i n g 
overheads, i . e . adding a f i x e d percentage to c o s t s p r e v i o u s l y i d e n t i f i e d , 
i s the same as in CM. W h i l s t i t i s qu i te understandable tha t the TRRL 
should have used CM tab les because of the lack of b e t t e r a l t e r n a t i v e s , 
the f a c t remains that had f i g u r e s from the other tab les been u s e d , the 
r e s u l t s obtained by the TRRL may have been qu i te d i f f e r e n t . For an 
average mileage of 36871 mi les ( a s used by TRRL) standing c o s t s account 
for approximately 45% of to ta l annual operat ing c o s t s and r e n t , r a t e s , 
insurance and i n t e r e s t account fo r more than 30% of the standing c o s t s 
in CM. 

U l t i m a t e l y , the dec is ion whether or not to purchase 38 tonne v e h i c l e s as 
opposed to 32 tonners and there fore the o v e r a l l use of 38 t o n n e r s , r e s t s 
with the t ranspor t p r o v i d e r s . I t i s t h e i r op in ions on the r e l a t i v e 
f i n a n c i a l advantages that matter and t h e i r methods and a t t i t u d e s to c o s t i n g 
that should be of concern to both the academic world and to government. 

The few general s tud ies in t h i s area have in f a c t shown that h a u l i e r s ' 
knowledge of c o s t s i s poor. The P r i c e Commission (1977) found that *among 
small o p e r a t o r s , knowledge and grasp of c o s t s was often found to be 
rudimentary, ranging down to a lmost t o t a l l y s u b j e c t i v e r u l e of thumb 
judgements der ived from e x p e r i e n c e ' . However, i t appears that there 
d i f f e r e n c e between small operators and large operators fo r the P r i c e 
Commission a l s o found that ' i t was the l a r g e r h a u l i e r s who took g r e a t e r 
care to ana lyse t h e i r c o s t s and to make sure they included a l l economic 
c o s t s inc lud ing c a p i t a l c o s t s ' . This d i f f e r e n c e in p r a c t i c e between 
l a r g e r and s m a l l e r f i rms can a l s o be seen from the f ind ing that when 
se t t ing p r i c e s , 76% of those operators with between 21 and 100 v e h i c l e s 
used mainly t h e i r own c o s t s to se t p r i c e s whereas only 58% of those with 
2 to 5 v e h i c l e s d id . 24% of the l a t t e r type of operators used 

I S a 

compet i tors ' charges to s e t t h e i r p r i c e s . S t range ly perhaps , of those 
operators with 101+ v e h i c l e s , only 69% s e t t h e i r p r i c e s on t h e i r own c o s t s . 
However t h i s may be expla ined by the f a c t tha t there were few operators with 
101+ v e h i c l e s in the sample, so the percentages may be m i s l e a d i n g . The 
P r i c e Commission, w h i l s t delv ing f u r t h e r than most into the c o s t i n g knowledge 
of o p e r a t o r s , i s now rather dated and conta ins very l i t t l e d e t a i l . There 
i s c l e a r l y a need, then, for an up- to -da te thorough knowledge of the 
actual c o s t i n g procedures used by t ranspor t p r o v i d e r s . 
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3. EMPIRICAL STUDY OF FREIGHT COSTINGS 

3.1 S i z e of f i rms in sample 

The remainder of t h i s paper seeks to show e x a c t l y what c o s t s operators 
take into account , the reasons for doing so and the use made by them of 
published c o s t t ab les such as those descr ibed above. In order to obta in 
t h i s information with a high degree of d e t a i l , in-depth in te rv iews of a l l 
dec is ion makers in the c o s t i n g e x e r c i s e were made. In t h i s way the 
re levant d e c i s i o n makers were more e a s i l y i d e n t i f i e d and had the opportunity 
to acquaint themselves with the i n t e r v i e w e r . T h i s i s e s p e c i a l l y important 
in the s e n s i t i v e area of cos t ing where h a u l i e r s were expected to be ra ther 
r e l u c t a n t to d ivu lge the required in format ion . V i s i t s to nine h i r e or 
reward and nine own account operators in south-west England were a r r a n g e d , 
each l a s t i n g about two days. The s i z e of the f i rms v i s i t e d in terms of 
white c o l l a r employees in the t ranspor t d i v i s i o n , number and types of 
veh ic les"and a c t i v i t i e s of the company together with the main products 
hauled are shown in Table 7. 

Firms var ied qu i te s u b s t a n t i a l l y in s i z e , a c t i v i t i e s undertaken and 
products h a u l e d , although four of the h i r e or reward companies hauled 
fo r the same quarry b u s i n e s s . Without e x c e p t i o n , each h i r e or reward 
company had verbal work c o n t r a c t s with a t l e a s t one manufacturer which 
accounted f o r a very s i z e a b l e proport ion of t h e i r to ta l work ( i n one 
c a s e , over 30%) and which were of long term d u r a t i o n . 

Only two of the h i r e or reward f i rms were par t of l a r g e r o r g a n i s a t i o n s , the 
remainder being predominantly fami ly - run b u s i n e s s e s . A l l were f a i r l y 
wel l e s t a b l i s h e d f i r m s , the newest had been operat ing f o r e ighteen y e a r s 
and the o l d e s t for 65 y e a r s . They a l l began purely as haulage companies and 
most l a t e r d i v e r s i f i e d v e r t i c a l l y into other a s p e c t s of d i s t r i b u t i o n or 
r e l a t e d work. 

The own account companies were much l a r g e r in terms of to ta l numbers 
employed and annual turnover , although in terms of t r a n s p o r t opera t ions 
t h e i r s i z e s were qui te comparable with the h i r e or reward companies. 
A l l but two of the own account operators were nat iona l concerns with 
depots in a t l e a s t one other l o c a t i o n , and many of them were s u b s i d i a r i e s 
of l a r g e r o r g a n i s a t i o n s . The own account f i rms were spread over a wider 
geographical area than the h i r e or reward f i rms because of the l i m i t e d 
number of own account companies in the f a r south-west using the h e a v i e s t 
ca tegor ies of l o r r i e s . 

3.2 Use and opinion of publ ished c o s t tab les by f i rms in t h i s study 

This paper began with a c r i t i q u e of publ ished c o s t t ab les and the use 
made of them in academic and government c i r c l e s where they a re sometimes 
assumed to be an accura te representa t ion of h a u l i e r s ' c o s t s and , 
the re fo re , a determinant of h a u l i e r s ' d e c i s i o n s . Table 8 shows the extent 
to which t ranspor t providers used publ ished c o s t tab les and t h e i r opin ions 
of them. 
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TABLE 7 

SIZE OF naHs {fi THE sA>tPL£ t:i TE.^-TS QF .vu.TiCf^s OF vEHiaf: ' :-. Acnvtr ir^ or rrpM^ a-m 

NUHBEflS OF IVHITE COLLAR EMPLOYEE? 

IRM No. o f f i c e s t a f f in 
t r a n s p o r t 

Number and w e i g h t s o f 
v e h i c l e s 

A c t i v i t i e s o f f i r m s Main Drcouc 
lauiea 

H i r e or reward 

4 X 32 t a r t i c s on g e n e r a l 
h a u l a g e 
22 X 7 . S t ( d i s t r i b u t o r ) 
U X 3 . 5 t ( c o n t r a c t e d ) 
8 v a r i o u s 

H a u l a g e , d i s t r i b u t i o n , 
r e n t a l . c o n t r a c t 
h i r e , s t o r a g e , 
g a r a g e * and d i e s e l s a l e s 

i e e r . -.i.-noer i n c 
s t e e l o r i c L - c i s 

7 X 32t a r t i c s 
9 v a r i o u s 

H a u l a g e , s t o r a g e , 
cement w o r k s , t r a i n i n g 
s c h e m e , d e r v s a l e s 

T e l e v i s i o n s . 
cement 

18 17 X 38t a r t i c s 
9 X 32t a r t i c s 
• 36 o t h e r s 
23 * 32t a r t i c s ( r e n t a l s ) 

H a u l a g e , g a r a g e , d e r v 
s a l e s , c o n t r a c t h i r e , 
f o r e c o u r t 

Quarry .T ia ter id is 

4 X 32t a r t i c s 
2 X 38t a r t i c s 
2 e t h e r s 

H a u l a g e .-ruit 4na vegetdDies 
fflacnine-y 

17 X 32t a r i i c s H a u l a g e , g a r a g e Chimneys 

5 X 32 t a r t i c s 
1 X 38t a r t i c s 
1 X 36t a r t i c 
i Others 

H a u l a g e , g a r a g e S t e e l . c o n s t r u c : i c n 
Dlant 

15 X 38t a r t i c s 
7 X 32t a r t i c s 
12 o t h e r s 

H a u l a g e , s t o r a g e , 
d i s t r i b u t i o n 

inneo -000. 
la i rv aroduce 

7 X 38t a r t i c s 
3 X 32t a r t i c s 
3 X 30t r i g i d s 
10 v a r i o u s 

H a u l a g e , s t o r a g e 
d i s t r i b u t i o n , 
d e r v s a l e s 

Coal . S a n a , t o y s 

31 ^ 32t a r t i c s 
3 X 38t a r t i c s 
53 X 16t r i g i d s 

H a u l a g e . d i s t r i b u t i o n , 
g a r a g e 

Mi IV. 

' . G a r a g e in t n i s t a o l e means r e p a i r i n g o t h e r v e h i c l e s as - e l l if- ; n e i r own 
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TABLE 7 - c o n t i n u e d 

FIRM No - o f o f f i c e s t a f f 
t r a n s p o r t 

in Number and w e i g h t s o f 
v e h i c l e s 

A c t i v i t i e s o f f i r m s Main p r o d u c t 
h a u l e d 

Own a c c o u n t 

10 4 22 X 38 tonne a r t i c s 
S X 32 tonne a r t i c s 
2 X 16 tonne r i g i d s 
9 X 3 . 5 tonne r i g i d s 

P r o d u c e r and d i s t r i b u t o r 
o f a l c o h o l i c d r i n k s 

A l c o n o l i c d r i n k s 

11 1 2 X 38 tonne a r t i c s 
1 X 32 tonne a r t i c 
1 X 24 tonne r i g i d 
4 X 16 tonne r i g i d 

C a t c h f i s h , buy f i s h 
and d i s t r i b u t e i t 

F i s h 

12 4 1 X 38 tonne a r t i c 
12 X 30 tonne r i g i d s 
1 X 30 tonne a r t i c 
4 X 28 t o n n e r i g i d s 
4 X 24 tonne r i g i d s 
3 c o n c r e t e m i x e r s 
+ o t h e r s 

Q u a r r l e r s , road 
c o n s t r u c t i o n and 
h i r e r s o f f a m s p r e a d i n g 
equ ipment 

Stone 

13 4 12 X 30 tonne a r t i c s 
17 X 10 tonne v e h i c l e s 

P r o d u c e r s and 
d i s t r i b u t o r s o f 
a l c p h o l l c b e v e r a g e s . 
G a r a g e . 

3 e e r 

U 4 19 X 32 tonne a r t i c s 
5 X 24 tonne r i g i d s 
• many d e l i v e r y v a n s 

Food m a n u f a c t u r e r s Food 

15 3 1 X 32 tonne a r t i c 
5 X 30 t o n n e r i g i d s 
5 X 24 tonne r i g i d s 
10 X 16 tonne r i g i d 

P r o d u c e r s o f an ima l 
f o o d s t u f f s 

Animal f o o d s t u f f s 

16 4 9 X 32 tonne d r a w b a r s M a n u f a c t u r e h a z a r d o u s 
c h e m i c a l s f o r h o u s e h o l d / 
b u s i n e s s u s e 

C h e m i c a l s 

17 2 3 X 32 tonne a r t i c s 
26 X 16 tonne r i g i d s 

Produce b e e r and 
d i s t r i b u t e many t y p e s 
o f a l c o h o l 

S e e r 

18 Approx . 
Id 

4 X 38 :onne a r t i c s 
42 t 32 tonne a r t i c s 
55 X t i p p e r s ( v a r i o u s w e i g n t s ) 

O u a r r i e r s , 
e n g i n e e r i n g , g a r a g e , 
a e r v s a l e s , b o d y b u i l d e r s , 
w a s t e d i s p o s a l 

O u a r r y m a t e r i a l s . 
iTiacninery and c o a l 
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TABLE 8 

EXTENT OF USE OF PUBLISHED COST TABLES BY TRANSPORT PROVIDERS IN THE SAMPLE 

F IRH C o s e c a o l e s r e c e i v e d Used f o r c o s t i n g / p r i c i n g 
( Y / N ) 

Use put to O p i n i o n s o f c a b l e s 

H i r e o r reward 

1 * CM. MT Use t h e n to compare 
w i t h own r a t e s o u t 
o f i n t e r e s t 

Not mucn u s e f o r 
c o s t i n g o r p r i c i n g . 
The p u O l i s h e d r a t e s 
a r e a l w a y s too h ign 

2 CM. MT H L i k e s to compare Hot much u s e f o r 
them w i t h own c o s t i n g . U n r e l t a b l e . 
c o s t s . Shows them A l w a y s too h i g n . 
to c u s t o m e r s to 

A l w a y s too h i g n . 

d e m o n s t r a t e how low 
own r a t e s a r e . 

3 MT. RHA H O c c a s i o n a l 1 y u s e s O n l y has MT b e c a u s e 
them f o r t h e y a r e f r e e wi th 
c o m p a r i s o n s and to t h e p a p e r . Does no t 
J u s t i f y own r a t e s l i k e CM b e c a u s e 
to c l i e n t s . b a s e d too ntuch on 

m i l e a g e . 

. 4 RHA, MT .1 ( e x c e o t None e x c e o t the B o t h too g e n e r a l and 
u s e s RHA wage r a t e s o c c a s i o n a l do n o t f i t own f i r m ' s 
f o r d r i v e r s ) i n q u i s i t i v e c i r c u m s t a n c e s . O v e r ­

c o m p a r i s o n a g a i n s t h e a d s in t a b l e * too 
own r a t e s . h i g h . C o s t s based 

on d i f f e r e n t m i l e a g e 
t h a n own v e h i c l e s 
and has no i n c l i n a -
c i o n to a d a p t tnem. 

s RHA, MT H C o m p a r i s o n s w i t h Used to r e l y on RHA 
own r a t e s . Took f o r c o s t i n g s but 
own c o s t f r a m e ­ r e a l i s e d c h a t i t was 
work from RHA. b e t t e r to do zheir 

own b e c a u s e c i r c u m ­
s t a n c e s d i f f e r so 
much . G e t RHA t a o l e s 
o n l y b e c a u s e tney 
a r e f r e e now. 

6 RHA, MT N U s e s them to r e f e r P r e f e r s RHA t a o l e s 
to o c c a s i o n a l 1 y . b e c a u s e they a r e 
Used to u s e MT r e g i o n a l l y based 
framework about and t h e r e f o r e s h o u l d 
3 y e a r s ago b e f o r e be more a c c u r a t e . 
g i v i n g up c o s t i n g . Both a r e too h i g n . 
U s e s them to 

Both a r e too h i g n . 

j u s t i f y r a t e i n c r e a s e s . 

7 RHA N C o m p a r i s o n s w i t h 3 e l i e v e s RHA : a o l e s 
own r a t e s . a r e d u b i o u s and CM 

and MT a r e n o o e l e s s . 

3 RHA Y R a t e s e t t i n g U s e s them o e c a u s e i t 
f o r new o n e - o f f i t e a s y to do so and 
c u s t o m e r s . b e c a u s e i t sounos 

p r o f e s s i o n a l . 

9 MT, CM H C o m p a r i s o n w i t h V e r y u n r e a l i s t i c . 
own c o s t s . 
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TABLE 8 - c o n t i n u e d 

FIRM C o s t t a b l e s r e c e i v e d Used f o r c o s t i n g / p r i c i n g 
( Y / N ) 

Use put to O p i n i o n s o f t a b l e s 

Own a c c o u n t 

10 CM, 4̂T 
T r a n s p o r t manager does B e l i e v e s they a r e 
n o t even look a t i n a c c u r a t e , 
t h e n , but d i s t r i b u t i o n 
inanager u s e s them f o r 
c o m p a r i s o n s . 

1.1 MT 
U s e s them to g e t an 
i d e a o f martcet r a t e s . 
B e l i e v e s t h e y a r e an 
a c c u r a t e r e p r e s e n t a ­
t i o n o f o t h e r 

T h i n k s t h a t some 
i t e m s a r e q u i t e 
good but o v e r a l l a r e 
no good f o r the 
p a r t i c u l a r 

p e o p l e ' s a c t u a l c o s t s , g e o g r a p h i c a l a r e a 

12 MT. RHA, OSF 
U s e s RHA and Oevon 
S tone F e d e r a t i o n f o r 
p r i c i n g t r a n s p o r t 
e l e m e n t o f t o t a l 
p r i c e . 

Has no f a i t h i n CM 
and KT t a b l e s b e c a u s e 
e v e r y o n e ' s c o s t s v a r y . 
OSF and RH** t a b l e s 
used b e c a u s e i t i s 
a g r e e d i n t h e t r a d e and 
i t makes t h i n g s e a s y . 
S e M e v e s OSF and RHA 
not v e r y a c c u r a t e . 

13 MT. FTA Used a s c o m p a r i s o n 
w i t h own r a t e s and 
CO g e t i d e a o f 
' c o n m e r c i a i r a t e s " 

B e l t e v e s they a r e 
made f o r a d i f f e r e n t 
k i n d o f o p e r a t i o n 
than t h e i r s . 

14 CM. MT, FTA u s e d to compare 
w i t h own r a t e s and 
to g e t an i d e a o f 
m a r k e t r a t e s . H i r e s 
H/R t r a n s p o r t 
o c c a s i o n a l l y and 
b e l i e v e s c a n g i v e an 
i d e a o f the h i r e o r 
r e w a r d r a t e s . 
P e r s o n n e l d e p t . u s e s 
them to keep t r a n s p o r t 
manager on h i s f e e t . 

No S p e c i f i c o p i n i o n 
e x p r e s s e d . 

15 F T A . CM. MT 
UKASTA 

Send t h e i r c o s t s to 
UKASTA who a n a l y s e 
cheni i n t h e i r f r a m e ­
work and a l s o send a 
c o p y o f o t h e r nembers 
in the g r o u p ' s c o s t s 
in the same f ra inework . 
A l s o d i s t r i b u t i o n 
manager a t head o f f i c e 
e n t e r s own c o s t s i n t o 
FTA compute r and g e t s 
breakdown in t h e i r f o ' n 
c o o . At d e p o t v i s i t e d 
Che c r a n s p o r t manager 
compares depot c o s t s 
w i t h o t h e r d e p o t s but 
n o t v e r y o f t e n . 

3 e l i e v e s UKASTA and 
FTA t a b l e s a r e b e t t e r 
than ,MT and CM a s cney 
a r e more s u i t e d to 
t h e i r own o p e r a t i o n . 
Head O f f i c e , t h i n k s t h e 
coCToar isons a r e w o r t h ­
w h i l e and Che c a b l e s 
a r e u s e f u l . 

16 MT. CM 
Used them to j u s t i f y 
t r a n s p o r t c o s t s to 

3 e 1 i e v e s they a r e 
u s e l e s s . Get cnem 

managers n i g n e r i n the ou t o f c u r i o s i t y , 
h i e r a r c h y . Used a s 
c o m p a r i s o n . 
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TABLE 3 - c o n t i n u e d 

FIRM Cose t a b l e s r e c e i v e d Used f o r c o s t i n g / p r i c i n g Use put to 
( Y / N ) O p i n i o n s o f t a b l e s 

Own a c c o u n t 

17 None 
Has l i t t l e u s e f o r 
them. Not i n t e r e s t e d 
in o t h e r p e o p l e s ' 
c o s t s . 

18 •MT, C H . 
F T A , RHA, 
OSF 

Used a s c o m p a r i s o n s 
w i t h own c o s t s . 
L i k e to have them to 
r e f e r ro e v e n though 
they have l i t t l e 
f a i t h i n them. 

Goes n o t l i k e them 
b e c a u s e do not know 
what they a r e b a s e d 
o n . A l s o they a r e a t 
t i m e s d i f f i c u l t to 
i n t e r p r e t . However , 
s i n c e they a r e 
p u b l i s h e d and a r e on 
a s u b j e c t o f d i r e c t 
r e l e v a n c e to them, 
t h e y s h o u l d be looked 
a t . 

OSF = Devon Stone Federat ion 

UKASTA = UK A g r i c u l t u r a l Supply Trade A s s o c i a t i o n 
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Publ ished c o s t t ab les were used by only one of the h i r e or reward 
operators and by one of the own account operators fo r the purpose of 
c o s t i n g or ra te s e t t i n g . The except ional h i r e or reward operator used 
them only to quote to a new one-of f c l i e n t when he thought i t i l l - a d v i s e d 
to spend time working out a p r i c e based on t h e i r own c o s t s . The own 
account except ion used them mainly because i t had been agreed w i th in the 
industry to do s o . The t a b l e s were not rated very h igh ly by the operators 
who appeared more i n q u i s i t i v e of t h e i r content than convinced of t h e i r 
u s e f u l n e s s , A major i ty of the t ranspor t p rov iders rece ived MT tab les 
because they came f ree with the Journal which was subscr ibed to for i t s 
wider coverage of t r anspor t i s s u e s and not merely f o r the c o s t t a b l e s . 
RHA tab les were rece ived by many of the h i r e or reward operators because 
these tab les are sent f ree to members request ing them. I t i s i n t e r e s t i n g 
to note that CM t a b l e s which have to be ordered and paid f o r s e p a r a t e l y 
from the magazine ( p r i c e £3 .50 ) were only obtained in e igh t of the c a s e s . 
More own account operators than h i r e or reward h a u l i e r s subscr ibed to CM. 

Most of the h a u l i e r s were in t r igued by some of the r a t e s conta ined in the 
tab les and a l l s a i d that t h e i r own r a t e s were lower than those of the 
tables- . The most usefu l a s p e c t of the t a b l e s seemed to be t h a t h a u l i e r s 
could show them to t h e i r customers to j u s t i f y t h e i r own r a t e s when 
customers complained of r a t e s being too h i g h , or own account operators 
could show them to those in h igher management to j u s t i f y the t r a n s p o r t 
department's expendi ture . S i m i l a r l y , h i r e or reward operators could j u s t i f y 
ra te i n c r e a s e s to customers. For most of the h a u l i e r s however, the tab les 
were used s o l e l y as a comparison with t h e i r own c o s t s . Many operators 
obtained the tab les because they showed a keen i n t e r e s t in t r a n s p o r t and 
l i k e d to read anything a v a i l a b l e on the s u b j e c t . The p r e v a i l i n g a t t i t u d e 
seemed to be however that i f t h e i r own c o s t s were h igher than those of the 
t a b l e s , then t h e i r c o s t s shoul<J be r e c a l c u l a t e d to check f o r m i s t a k e s . 

•Some of the own account operators used the t a b l e s to gauge the market for 
outs ide haulage ra tes despi te t h e i r b e l i e f that the tab les were an 
inaccura te representa t ion of the c o s t s in t h e i r own p a r t i c u l a r i n d u s t r y . 
They thought that although the tab les were u n s u i t a b l e fo r t h e i r p a r t i c u l a r 
type of o p e r a t i o n , they were probably more s u i t e d to other h a u l i e r s ' 
operat ions and that other o p e r a t o r s , t h e r e f o r e , would use them. S i m i l a r l y 
most f i rms a l s o appeared to b e l i e v e that they were doing wel l in keeping 
t h e i r c o s t s below those of the t a b l e s , th ink ing that the t a b l e s represented 
other opera tors ' true c o s t s . The h i r e or reward operators s a i d that the 
only people l i k e l y to be able to obtain the r a t e s suggested in the tab les 
would be. the own account operators when charging other departments in the 
same f i r m . Thus most operators be l i eved that other operators used the 
t a b l e s . In f a c t , i f the sample i s i n d i c a t i v e of nat ional usage , only a 
few operators a c t u a l l y did so . 

3.3 Use of a c o s t framework 

Publ ished cos t t a b l e s , then, do not f igure h igh ly in the c o s t i n g e x e r c i s e 
of most of the sample. In p r a c t i c e , t ranspor t prov iders have qu i te a 
v a r i e t y of methods of c o s t i n g , ranging from the near ly n o n - e x i s t e n t to the 
qui te e l a b o r a t e . There seems l i t t l e doubt that the f i r s t s tep in a thorough 
cost ing system i s a framework wi th in which to work, u s u a l l y comprising 
standing and running c o s t s . Without such a framework, v e h i c l e c o s t i n g i s 
p r a c t i c a l l y impossible and i t can be assumed that i f no such framework 
e x i s t s , no formal cos t ing i s done; of the tota l sample of e i g h t e e n , th i r teen 
f i rms used a c o s t i n g framework. Table 9 shows the reasons g iven by the 
f i v e f irms not using a framework. 
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TABLE i 

REASOrtS FOR NOT USING A COST[fig F.7AMEHQRK 3Y HAULIERS IN SAMPLE 

FIRM 
Reason f o r n o n - u s e 

H i r e o r r e w a r d 

i 
C o s t i n g p o i n t l e s s b e c a u s e c a n n o t ge t r a t e s t h a t --he 
c o s t s i m p l y . E x p e r i e n c e more u s e f u l than c o s t s 
F l e e t s m a l l enough to Veep c l o s e w a t c h on anyway 
O i s l i k e o f p a p e r w ) r k . Main c u s t m e r s d i c t a t e r a t e s , 
t h e r e f o r e l i t t l e u s e i n knowing c o s t s . 

0 
C o s t i n g p o i n t l e s s and t ime c o n s u m i n g . R a t e s 
depend on what m a r k e t w i l l b e a r and t h e r e i s no 
o t h e r r e a s o n f o r d o i n g c o s t s . D i f f i c u l t to c o s t 
s p a r e s b e c a u s e as the s t o c k g e t s o l d e r t h e r e i s 
no way o f c o s t i n g i t a c c u r a t e l y . 

3 
I n s u f f i c i e n t t ime o r s t a f f to do c o s t i n g s a l t h o u g h 
r e c o g n i s e the a d v a n t a g e s o f d o i n g t h a t . W i l l 
s t a r t i n the n e a r f u t u r e . 

Own a c c o u n t 

11 
F l e e t s m a l l enough to keep an eye o n . Have enough 
a d m i n i s t r a t i o n co do w i t h o u t a d d i t i o n a l work 
g e n e r a t e d by c o s t i n g s . 'Jould no t know what co do 
w i t h chem even i f t h e y were d o n e . T r a n s p o r t i s a 
s e r v i c e to the p r o d u c t and so c o s t i n g s a r e p o i n t l e s s 

12 
T r a n s p o r t i s a s e r v i c e to the p r o d u c t so c o s t i n g s 
a r e no t n e c e s s a r y . A l s o t h e r e I s I n s u f f i c i e n t t i m e . 
Cannot s e e any a d v a n t a g e in c o s t i n g b e c a u s e the 
company a s a whole i s p r o f i t a b l e . 



The main reason o f fe red by the h i r e or reward f i rms for the absence of a 
c o s t framework was that cos t ing was p o i n t l e s s and time consuming because 
the r a t e s that the c o s t s implied could not be a t t a i n e d . The market was 
such that customers could d i c t a t e the r a t e s they d e s i r e d . They seemed to 
be resigned to the b e l i e f that t h e i r power in the market p lace was minimal 
and that un less the economic c l i m a t e improved, they would always be 
dominated by the manufacturers. A d d i t i o n a l l y , the cos t ing a c t i v i t y was 
d i s l i k e d by some h a u l i e r s who had entered the b u s i n e s s because they enjoyed 
the p r a c t i c a l nature of the b u s i n e s s . Such operators did not appear to l i k e 
a d m i n i s t r a t i o n . 

Most of the f i rms who did no c o s t i n g were r e l a t i v e l y small compared with the 
other f i rms v i s i t e d . Th is could be f o r one of three r e a s o n s . The f i r s t 
i s that small f i rms are l e s s p r o f e s s i o n a l in t h e i r behaviour or l e s s 
ambitious in t h e i r outlook and there fore do no c o s t i n g s : the second i s 
that small f i rms are small as a r e s u l t of doing no c o s t i n g s and not keeping 
a t i g h t enough r e i n on the f i n a n c i a l s i d e of the company; and the t h i r d i s 
that the r e s u l t i s a co inc idence due to the small s i z e of the sample. 
Hypotheses number one or three seemed most appropr ia te w i th in the sample 
observed. The management of sma l le r f i rms seemed content that t h e i r f i rms 
were s m a l l . There were no ambit ions to expand because i t was be l i eved that 
the bigger the f i rm the more unmanageable i t became and the l e s s personal 
the contact between the owner/manager and both c l i e n t s and s t a f f . They 
wanted to keep the f i rm small and in t imate and to o f f e r a personal s e r v i c e 
to the customer. The only own account f i rms not to do c o s t i n g were a l s o 
the only p r i v a t e l y owned f i r m s . In t h i s c a s e the tota l number employed 
in the company was a be t te r i n d i c a t i o n of the s i z e than the number of l o r r i e s 

4 , APPROACHES TO COSTING IN THE EMPIRICAL STUDY 

4.1 Composition of c o s t frameworks 

Thi r teen of the eighteen f i rms v i s i t e d used a formal c o s t i n g framework. 
However, the composition of the framework and the d e t a i l o f the c o s t i n g 
var ied cons iderab ly between f i r m s . The complexity of the c o s t i n g methods 
used i s shown in F igure 1 which has four p a r t s : 

Figure 1.1 The composition of the c o s t framework used 

Figure 1.2 The v a r i a t i o n in methods of t r e a t i n g j u s t one of the 
elements in 1.1 - d e p r e c i a t i o n 

Figure 1.3 The amount of d e t a i l in the c o s t i n g method as shown 
by the u n i t of cos t ing 

Figure 1.4 A l l o c a t i o n of f ixed c o s t s amongst v e h i c l e s for c o s t i n g 
purposes. 

I t can be seen from Figure 1.1 that there are both v a r i a t i o n s and 
s i m i l a r i t i e s in the composition of h a u l i e r s ' c o s t i n g frameworks. A l l 
included b a s i c c o s t elements such as wages, maintenance, fue l and t y r e s . 
Only two f i r m s , however, put much emphasis on accounting f o r i n f l a t i o n 
when c o s t i n g and only one included a s u b s t a n t i a l f igure f o r bank charges 
( i n t e r e s t ) . 
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COST FRAMEWORK 
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FIGURE 1.2 DEPRECIATION METHOD USED 

F IRM/ 
.'TETHOD 

1 2 

H i r 

3 

a o r 

4 

rewai 

5 

d 

6 7 3 9 10 11 12 

a 

13 

n ac 

14 

;ount 

15 16 17 18 

T r a c t o r s o v e r 7 y r s • • a y r s 
T r a c t o r s o v e r 5 y r s 1 • 

* / 
i r a i i e r s o v e r 5 y r s | 1 1 1 / 

• 1 1 ! 
1 r a i l e r s o v e r 7 y r s • , • • 1 

1 
j i r a n e r s o v e r l a y r s • 

* 
1 
1 

i R i q i d s o v e r 3 y e a r s • • 
5 . 1 1 1 

1 
\ 

S t r a i g h t 1 ine o a s i s • • 
/ 

• • • r: 
1 

• . 1 Reduced b a l a n c e 
* 1 1 j 

C u r r e n t c o s t a a s i s • ,• 1 :• 
H i s t o r i c c o s t b a s i s " , 1 • * 1 

r •• • 

• 

1 
1 

R e s i d u a l v a l u e 121^ » 1 

1 
R e s i d u a l v a l u e o t h e r ­

w i s e ! • i 
.')o r e s i d u a l v a l u e 1 K 1 

Unknown • • 1 1 • • 
V e n i c l e s h i r e d | 

• 
I 
1 1 i 

' 'ecnod j s e o 3y ' r a n s o o r t .-nanagers Methcd - jsed oy a c c o u n t a n t 

A 2 0 



{GUR£ UNIT OF COSTIHG 

F IRM/ 
METHOD 

1 2 

Hfr 

3 

» o r 

4 

rewai 

5 

d 

6 7 a 9 10 n u 

0 

13 

m ac 

14 

ount 

15 16 17 13 -

! 
I 

T o t a l c o s t s o f • • • • • • • w • • • • I - i Running c o s t s o f 
v P h i r ] f i ^ oar pqrirtd • • • • • « • • • • * • I - 1 Running c o s t s o f 

• v P h l c l e s monthly • • • • • • • • 
h 1 

• . i H i r e c o s t s o f 
1 v e h i c l e s monthlv • 1 
1 S t a n d i n g c o s t s o f 

v e h i c l e s monthW 
• • • • • ( 1 ) i 

Per w e i g h t c a t e g o r y 
o f v e h . monthly • 
Per we igh t c a t e g o r y 
of V P h . w P f i k l y 

" 1 
. P e r type o f v e h i c l e 
. monthlv • . j 

Per type o f v e h i c l e • i 
[ P e r v e h i c l e n o n t h l y • • • • • • 

; P e r v e h i c l e w e e k l y • • • 1 

1 1 
• 

1 
( 1 ) S u n d i n g c o s t per w e i g h t c a t e g o r y o f v e h i c l e month ly 

IGURE 1.4 ALLOCATION OF F I X E D COSTS 

t 
1 F IRM/ 
! METHOD 

1 2 
Hir 

3 C ) 

a o r 

4 

rewar 

5 

d 

6 7 8 9 10 n 12 

0 

13 

m a c 

14 

:ount 

15 16 17 

" 1 
[ E q u a l l y b e j i f i ^ g , ^ ^ • • i 
P e r v e h i c l e a c c o r d i n g • 1 1 1 
iPer v e h i c l e a c c o r d i n g 
ltfl_ilavs - jspd • 1 1 

1 i 
;Per v e h i c l e on 
n i l e a c e b a s i s 1 1 : 
^Fixed usage 
f*ou/i\]y btwn v e h i c l e g • 1 1 
i Per i n d i v . v e h . on 
U t l u a l f i n u r e s * 
P e r c a t e g o r y of v e h . 
1 on a c t u a l r i q u r e s • • • * ; 

1 
{ 1 • 
: ! 

1 

1 
. 1 1 

1 
1 1 

i 1 

1 ! 1 : 

(-1 F i m 3 i l l o c a t e o i n s u r a n c e c o s t s oetween v e n i c l e s in Uje sane r a t i o a s the V . £ . D . r a t i o s e t ^ e e n v e m d e s 



Figure 1.1 also demonstrates that in general , the hire or reward cost 
frameworks were more comprehensive than those used by own account f i rms, 
although there were exceptions. The own account firms calculated very 
basic costs but in only one of the firms was there any attempt to allow 
for inf lat ion (other than in the depreciation element), i n te res t , or other 
more detailed costs . In several cases the framework consisted only of 
running costs and even then the cost of o i l was rarely included. In 
f a c t , on the own account s i d e , the use of an e x p l i c i t framework was rare. 
Obvious running costs were calculated in an ad hoc manner but they were 
often not col lated into a framework to show the total running costs of 
each vehic le . The firm using a comprehensive framework was the exception 
rather than the rule . 

In Figure 1.1 the non spec i f ic overheads item comprises di f ferent elements 
in di f ferent f irms. Some, for instance, count equipment separately from 
overheads whi lst others combine them. S imi la r l y , for wages, some firms 
include national insurance and training levy together in the wages element 
and some treat them individual ly . In general the more cost conscious firms 
s p l i t the 'overhead' costs up into the most elements, calculat ing each item 
separately, so that the only item included in the general overhead figure 
was l ike ly to be for of f ice administration. 

Figure 1,1 also shows that in a few hire or reward firms the items 
included in costs depended on whether the costs were for internal analysis 
or for use in charging customers. There was a tendency when charging 
customers to calculate costs more ca re fu l l y ; having more items in the 
framework meant that rates could be more sensi t ive to customer variables 
such as length of contract , type of work to be done or general c red i t 
rating of the customer. Often, once a rate was set based on costs i t 
would not be changed for a very long time, so i t was important to set the rate 
at the correct level from the outset. 

4.2 Example of treatment of one element of cos ts : depreciation 

Figure 1,1 does not fu l ly i l l u s t r a t e the extent of the variat ions in cost 
frameworks between firms. Many items in the framework are treated di f ferent ly 
in dif ferent f irms. Depreciation is an obvious example of t h i s , as is shown 
in Figure 1.2. The appendix to this paper br ie f ly describes the di f ferent 
methods of depreciation. The method used depends partly on the vehicle 
replacement pol icy , ranging from the firm which runs a vehicle unti l i t is f i t 
for nothing and has no resale value to the firm which runs a vehicle for a 
shorter period and rese l l s i t whi lst i t i s s t i l l in a re la t ive ly good 
condition. The policy adopted wi l l partly depend on the type of vehicles 
used and the work they do. Rigid vehicles especial ly t ippers, are often 
used on much harder work, in and out of quarries for instance, making short 
but d i f f i c u l t journeys. They wi l l have a lower resale value in relat ion to 
purchase price than, say, an ar t iculated tractor unit used on regular 
long distance runs. The replacement policy also depends on the image a 
part icular firm wants to present. Some firms wi l l se l l their vehicles every 
three years to present a good image, others wi l l think image i r re levant . 
Maintenance costs are also an important determinant of the length of the 
replacement cycle as are technical developments and. consequently, obsolescence 
The decision on whether to use h is to r ic or current costs for depreciation must 
also be taken. Theoretically the cumulative depreciation of a vehicle should 
not jus t cover the price of that par t icu lar veh ic le , but the price of a 
similar replacement vehicle. I f h is to r ic costs have been used in times of 
moderately high inf lat ion the short fa l l in funds put by to purchase a new 
vehicle could be quite s izeable. 
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Although most firms in the hire or reward sample depreciated vehicles 
over a seven year period, this was not true of a l l f i rms. A couple of 
firms in the hire or reward sector used a f ive year period for t rac tors . 
The own account sector tended to use a f ive year period, probably because 
they have a higher annual mileage than the hire or reward veh ic les . 
They often operated a double s h i f t system, trunking at night and del ivering 
local ly during the day. Some firms used the st ra ight l ine method of 
depreciation whi lst others used the reduced balance method; some assumed 
no residual value for the veh ic le , whi ls t others reduced the i n i t i a l 
capital expenditure item to allow for i t . Furthermore, some of the firms 
used h is to r ic costs for depreciation, while others used current costs to 
try to allow for in f la t ion . Some firms had no idea what period or method 
was used. 

Figure 1.2 a lso shows that in some firms di f ferent methods were used 
according to whether the costing was being done by the f irm's accountant 
or the transport manager. The la t te r tended to use the s t ra ight l ine method 
because i t was easier to use. In several cases there seemed to be a mistrust 
of the methods used by the accountant and i t was for this reason also that 
separate methods were used. Many of the transport managers did not rea l ly 
seem to understand the concept of depreciation and went purely by what the 
accountant told them, 

4.3 Units of costing 

Figure 1.1 shows the elements taken into account but not the thoroughness 
with which they are calculated. Figure 1.3 therefore shows the variety 
of detai l in the approaches to costing adopted by the firms in the sample. 
I t can be seen that some firms calculated per vehicle c o s t s , i . e . the costs 
of each vehicle for each period were calculated using actual f igures col lected 
internal ly . Some, however, only calculated costs for each category of 
vehic le , e .g . t ippers, crane l o r r i e s , 16 tonners; some did very general costs 
for the f l ee t as a whole and some only recorded total running costs for the 
f lee t . Again, i t can be seen that there i s a difference between the hire 
or reward firms and the own account f irms. The own account firms appear 
to calculate their costs in much less detai l with few of them calculat ing 
per vehicle running costs and only one of them calculated per vehicle fixed 
or standing costs . The size of the own account firms did not appear to 
influence their approach to costing but on the hire or reward s i d e , i t was 
the larger firms who went into the most detail in their cost ing , calculat ing 
costs for each vehicle separately. 

4.4 Allocation of fixed costs 

Allocation of fixed costs between vehicles also varied as shown in Figure 
1.4. Firm 5 al located them equally between vehicles because a l l the 
vehicles were of the same type. Other methods used included al locat ing 
costs according to the number of days worked by each vehicle and according 
to the weight of the vehicle. This was done because haul iers believed 
that the fixed costs borne by a vehicle should bear some relat ion to the 
usage made of the vehicle. Some firms claimed to know a l l the elements of 
fixed costs for each individual vehicle and so calculated fixed costs for 
each vehicle separately. Only one of the own account firms is included in 
this figure as none of the others al located fixed costs among the various 
vehic les. 
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5. REASONS FOR COSTING 

Figure 1 shows that the approach to costing varies among f irms. The 
difference in amount of detail of the costing system may, to some extent, 
be due to the variations in reasons for carrying out costings in the f i r s t 
place. I t may be expected for instance, that a haulier who is intent on 
attaining maximum possible e f f ic iency from his f lee t wi l l want to monitor 
a l l costs very closely and very frequently. I f costing is more a management 
exercise with no part icular object ive , however, the approach may be expected 
to be less thorough. 

Table 10 shows that hauliers do costings for various reasons ranging from 
the monitoring of performance to aiding the setting of ra tes . The former 
was the most common reason given for cost ing , yet taking Table 10 and 
Figure 1 together, different companies have dif ferent ways of monitoring 
performance. Some thought i t necessary to do per vehicle costings while 
others were content to know per category of vehicle costs . I t is interesting 
to note that firm 2 which was s t r iv ing hard to monitor costs because of 
previous f inancial problems, only f e l t i t necessary to do per category of 
vehicle c o s t s . Other f i rms, however, thought i t necessary to do per vehicle 
costs as part of the dai ly routine to aid e f f ic iency . Some of the hire or 
reward firms used costings to support haulage rate increases so that i f 
c l i en ts questioned the rate increases the firm could at least j u s t i f y them 
(sometimes using them along with published tables of operating c o s t s ) . I t 
a lso helped to give the impression of a well run and e f f i c i e n t business. 
T h i s , they f e l t , was necessary because of the stereotyped image haul iers 
have of being badly run 'cowboy' o u t f i t s . The own account operators' main 
reason for costing was to mohitor the overall performance of their department 
as well as that of individual vehicles in some cases. Without knowing total 
transport c o s t s , i t is very d i f f i c u l t to budget for the following year. 
In keeping with company policy most transport managers viewed the transport 
primarily as a service to the production side of the business. Providing 
a service was the most important aspect of the job, often almost i r respect ive 
of the cost . Many fe l t therefore that keeping per vehicle costs was a waste 
of time. Even among companies with detailed costings only one company 
thought they were a real advantage. Often costings existed because higher 
management had insisted on them. In such cases l i t t l e use was made of them. 
Costings were, however, sometimes used for management contro l ; knowledge 
of the costs of a l l the depots in the group was an incentive for the 
transport manager to keep his costs lower than others in the group. In 
only two cases was transport regarded as a prof i t centre. Th is , to a 
certain extent, indicates the lack of f inancia l accountabil i ty in the 
transport department of many of the'businesses. This is not to say, however, 
that transport managers were not forward-looking in their att i tude to the 
transport system. Often much work went into improving i t , but on a more 
p r a c t i c a l , problem orientated level than on the basis of continuous monitoring 
of cos ts . 

6. THE USE OF COSTS IN RATE SETTING 

Few of the hauliers used the costings for rate setting in a sophisticated 
way. The main contribution of costs to rates was to set a minimum rate 
below which hauliers were loathe to work. This was usually a very 
approximate figure used to cover any vehicle over, say, 24 tonnes gross 
vehicle weight. However, even this was f l ex ib le ; most haul iers interviewed 
were prepared to accept less and even to incur a loss on some journeys 
for valued customers. Indeed, rate setting was viewed by some as a 
total ly independent act iv i ty from cost ing. In several cases observed, the 
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TABLE 10 

REASONS FOR COSTING 

FIRM R e a s o n s f o r c o s t i n g and o p i n i o n s o f c o s t i n g s y s t e m 

H i r e o r r e w a r d 

1 
T h e r e a r e d i f f e r e n t a t t i t u d e s to c o s t i n g i n d i f f e r e n t p a r t s o f t h e comoany. 
Head o f f i c e demands t h a t c o s t i n g s a r e done a l t h o u g h the p a r t i c u l a r b r a n c h 
v i s i t e d does no t u s e t h e I n f o r m a t i o n a v a i l a b l e e x c e p t to Veep an e y e on :he 
o v e r a l l c o s t s o f the o p e r a t i o n . The depot manager thought t h a t t h e 
i n f o r o a t l o n o b t a i n e d was too d e t a i l e d . He would p r e f e r to make the depot 
a s a whole p r o f i t a b l e r a t h e r t h a n e a c h d i v i s i o n w i t h i n t h e d e p o t . C o s t i n g 
e a c h d i v i s i o n made i n t e r n a l c o m p e t i t i o n too s t i f f and employees worked 
towards p r o f i t a b i l i t y o f the d i v i s i o n a t t h e e x p e n s e o f depot p r o f i t a b i l i t y 
and e f f i c i e n c y . 

2 T h i s company was p r e v i o u s l y fn v e r y bad f i n a n c i a l t r o u b l e and had r e d u c e d 
t h e i r f l e e t t r e m e n d o u s l y as a r e s u l t . They t h e r e f o r e f e i t i t n e c e s s a r y 
to s c r u t i n i s e c o s t s to e n s u r e t h a t t h e same t h i n g d i d no t r e - o c c u r 
They c o n t i n u o u s l y c o n d u c t e x p e r i m e n t s to f i n d the most e f f i c i e n t way to 
o p e r a t e and a r e e s p e c i a l l y c o n c e r n e d w i t h k e e p i n g c o s t s c o n s t a n t and f o r e -
c a s t a b l e . They a p p e a r e d to be q u i t e p l e a s e d w i t h the c o s t i n g s y s t e m . 

3 The managers do c o s t i n g s to know e x a c t l y how w e l l the company i s d o i n g 
They f e l t t h i s was n e c e s s a r y w i t h s u c h a l a r g e f i r m , f o r o t h e r w i s e t h e r e 
was no way o f m o n i t o r i n g p e r f o r m a n c e . Much thought goes i n t o making the 
s y s t e m work and k e e p i n g good r e c o r d s . The manager b e l i e v e d i t worked w e l l . 

5 IVLV^.J^*^ c o s t i n g s to a i d r a t e s e t t i n g . The manager f e l t i t n e c e s s a r y 
to know the r u n n i n g c o s t s o f h i s f l e e t to g i v e him an i d e a o f h i s minimum 
r a t e . He f e l t i t was e a s i e r to a s k f o r r a t e i n c r e a s e s i f he c o u l d show 
he knew what h i s c o s t s w e r e . He a l s o l i k e d to know how the f i r m was d o i n g . 

7 
C o s t i n g s were done to m o n i t o r p e r f o n n a n c e . As the manager was not v e r y 
t e c h n i c a l l y minded he l i k e d to make up f o r the i n a d e o u a c i e s i n t h i s a r e a 
by b e i n g e x t r a c a r e f u l on the c o s t i n g s i d e . C o s t s were no t u s e d f o r 
s e t t i n g r a t e s much to t h e r a t e r ' s d i s m a y . The manager b e l i e v e d the 
c o s t i n g s y s t e m to be s i m p l e but e f f e c t i v e . 

9 C o s t i n g s were done to m o n i t o r p e r f o r m a n c e . I t i s a l l c a r r i e d ou t on 

w i t h ^ i r * ' ^ef'y f l e x i b l e and t h e managers a r e v e r y p l e a s e d 
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TABLE 10- c o n t i n u e d 

IRM R e a s o n s f o r c o s t i n g and o p i n i o n s o f c o s t i n g s y s t e m s 

Own a c c o u n t 

Running c o s t s c a l c u l a t e d a s a raonltoring e x e r c i s e t o e n s u r e t h a t v e h i c l e s 
p e r f o n n i n g e x c e p t i o n a l l y w e ! l / p o o r l y would become a p p a r e n t . They w e r e 
k e p t a l s o so t h a t c o u l d be u s e d i n the c o u r s e of p l a n n i n g . The t r a n s p o r t 
n a n a q e r was n o t keen o n c o s t i n g , h e b e l i e v e s Che p r a c t i c a l p rob lems and 
the wide v a r i a t i o n o f c i r c u m s t a n c e s i n t r a n s p o r t meant t h a t c o s t i n g w a s 
o f l e s s u s e to him t h a n a good c o n r n u n i c a t i o n l i n e between the d r i v e r s and 
h i m s e l f . T r a n s p o r t was a s e r v i c e to p r o d u c t i o n s i d e and i t was t h i s 
s e r v i c e t h a t was o f paramount i m p o r t a n c e i r r e s p e c t i v e o f i t s c o s t . 
T r a n s p o r t no t a p r o f i t c e n t r e a l t h o u g h t h e g a r a g e i s . 

C o s t i n g done f o r n n n i t a r i n g p u r p o s e s p r i n c i p a l l y , bu t a l s o f o r p l a n n i n g 
and a n a l y s i s p u r p o r e s . C o s t i n g n o t r e g a r d e d as t h a t i m p o r t a n t and 
o n l y p e r p e r i o d c o s t i n g s a r e d o n e . R u n n i n g c o s t s a r e s e e n a s the most 
i m p o r t a n t e l e m e n t o f c o s t s b e c a u s e t h e y a r e most c o n t r o l l a b l e ; s t a n d i n g 
c o s t s a r e o f l i t t l e i n t e r e s t t o t h e manacement and o n l y a t o t a l s t a n d i n g 
c o s t f o r the e n t i r e f l e e t i s o b t a i n e d by the man<gement. T r a n s p o r t i s 
n o t a p r o f i t c e n t r e . 

C o s t i n g i s r e a l l y o n l y done t h o r o u g h l y on the l e a s i n g e l e m e n t o f c o s t s . 
T h i s i s b e c a u s e l e a s i n g I s done on a m i l e a g e b a s i s and a c c o u n t s f o r such 
a h i g h p r o p o r t i o n o f t o t a l t r a n s p o r t c o s t s . ( T h e l e a s e i n c l u d e s m a i n t e n a n c e , 
t y r e s and o i l ) . C o s t s a r e done f o r m o n i t o r i n g p u r p o s e s . T r a n s p o r t 
manager b e l i e v e s the c o s t i n g s y s t e m i s a d e q u a t e . He d e e s no t do p e r 
v e h i c l e f u e l f i g u r e s b e c a u s e t h e l o r r i e s a r e r e f r i g e r a t e d and i t i s 
d i f f i c u l t to t e l l w h e t h e r t h e f u e l i s b e i n g u s e d by t h e f r i d g e o r by t h e 
v e h i c l e . A g a i n , t r a n s p o r t i s r e g a r d e d p r i m a r i l y as a s e r v i c e , so c o s t s 
a r e n o t s e e n a s b e i n g o f paramount i m p o r t a n c e . T r a n s p o r t not a p r o f i t c e n t r e 

A g a i n , c o s t s a r e done to m o n i t o r t h e p e r f o n n a n c e o f the v e h i c l e s . Runn ing 
c o s t s s e e n a s the o n l y c o n t r o l l a b l e i t e m s and t h e r e f o r e the i t e m s o f d i r e c t 
i n t e r e s t , t n t e r d e p o t c o s t c o m p a r i s o n s w e r e v a l u e d a s b e i n g o f some 
impor tance i n the company to t r y to g i v e managers an i n c e n t i v e to r e d u c e 

c o s t s , as were the i n t e r c o m p a n y c o m p a r i s o n s . The t r a n s p o r t manager a t the 
depot however was not coo e n t h u s i a s t i c a b o u t c o s t i n g s b e c a u s e he b e l i e v e d 
t h e r e were a l w a y s r e a s o n s why t h e r e w e r e a n o m a l i e s and i n a c c u r a c i e s . 
T r a n s p o r t i s c o s t c e n t r e . 

16 
O n l y t h e v e r y g e n e r a l m o n t h l y c o s t s a r e done b e c a u s e t r a n s o o r t i s v i e w e d as 
a s e r v i c e to p r o d u c t i o n and i s r e q u i r e d a t a n y e x p e n s e . The t r a n s p o r t 
manager b e l i e v e d i t would oe p r a c t i c a l l y i m p o s s i b l e to do d e t a i l e d c o s t i n g s 
b e c a u s e so many u n u s u a l f a c t o r s were i n v o l v e d i n the o p e r a t i o n , i . e . no 
r e g u l a r t r i p s w e r e made. The m o n t h l y c o s t s were k e p t so chat a c t u a l c o s t 
f i g u r e s c o u l d be compared a g a i n s t b u d g e t e d c o s t s . Not c o s t c e n t r e 

C o s t s done t o m o n i t o r v e h i c l e p e r f o r m a n c e . Not r e a l l y i n t e r e s t e d i n 
f i x e d c o s t s b e c a u s e t h e s e were u n c o n t r o l l a b l e . T r a n s p o r t manager was n o t 
i n t e r e s t e d in p e r v e h i c l e c o s t s s p e c i f i c a l l y , more in d i s t r i b u t i o n c o s t s 

a s a w h o l e . He l i k e d to compare d i s t r i b u t i o n c o s t s p e r ton w i t h c h o s e 
o f o t h e r d e p o t s t o s e e how t h e d e p o t was f a r i n g . Not c o s t c e n t r e , 

C o s t s were m o n i t o r e d v e r y s t r i c t l y a s a c o n t r o l m e c h a n i s m . Wi thout s u c h 
c o s t i n g s t h e y c o u l d e a s i l y g e t o u t o f h a n d , i t b e i n g s u c h a l a r g e 
o r g a n i s a t i o n . 3oth d e t a i l e d and s u c c i n c t c o s t i n g s were done so t h a t no 
m a t t e r what purpose c o s t i n g s were d e s i r e d , chey would be a v a i l a o l e i n the 
r e q u i r e d f o r m a t , i t was f e l t c h a t t h i s was n e c e s s a r y i f a l l s t r a t a o f 
management were g o i n g to u s e them to t h e i r f u l l a d v a n t a g e 
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individual doing the costing was not the one sett ing the rates and in 
one part icular case , the coster was frustrated that much of the ef for t 
put into col la t ing accurate costs was being wasted because the rate set ter 
ignored them and could not be persuaded of thei r potential in rate setting 
Even in cases where the coster also set the rates i t was usual ly only for 
the major customers. There was l i t t l e correspondence between rates and 
costs for smaller customers and backloads, and rate setting was done by 
someone other than the coster . 

Fifteen of the eighteen companies had business computers on which vehicle 
costings could eas i ly have been ca lcu la ted , yet only three of the firms 
used the computer for this purpose. Some other firms calculated per 
vehicle f u e l , o i l and maintenance costs on the computer. In general the 
computers were used for administrative and c l e r i c a l work such as payroll 
and invoicing. The own account operators made more use of them than the 
hire or reward operators but their potential was greatly underut i l ised in 
both sectors . 

7. CONCLUSIONS 

The resul ts of the study show that there is a great deal of difference in 
operators' approaches to costing. One of the most obvious conclusions is 
that the published tables of operating costs so often used by governments 
and academics, have l i t t l e c r e d i b i l i t y with transport operators. They 
are rarely used for the purpose of costing or p r ic ing , except, i t seems, 
on the odd occasion when there is not the time to calculate a cost based 
on internal c o s t s , or when a trade associat ion st ipulates i t as a condition 
of membership ( i . e . i t is jo in t ly agreed that a l l members should base 
their rates on a certain set of tables of operating c o s t s ) . All but one 
of the firms in the sample had access to at l eas t one set of cost tab les . 
MT was the most popular s e t , although the included tables were never stated 
as being the main reason for the purchase of the journal which was to keep 
up with the technical developments in the transport industry. CM cost 
tables were not very popular with the hire or reward sector , but were 
more popular with the own account sector . 

I t is necessary for the e f f i c i en t running of a business to know the costs 
of operating. The more detailed the costing and the more frequently i t 
is done, the more accurately costs can be control led. I f costs are only 
kept in t o t a l , there is no method of determining what in par t icu lar has 
caused, say, a sudden r ise in costs . By the time an investigation has 
taken place much money could have needlessly been wasted. S imi la r ly , i f 
only quarterly costs are recorded an unanticipated r ise in costs during 
the period could occur which would take two months to discover and trace 
to i ts source. An e f f ic ien t costing system should act as an early warning 
device against possible danger areas. When rates are based on costs i t is 
even more v i ta l to have such a device in operation, otherwise large losses 
could resul t from rates being out of l ine with cos ts . The haul ier might 
argue that because he is in close contact with his drivers and mechanics, 
they w i l l warn him when something i s wrong. This i s , however, leaving 
things to chance. They may only warn him when things get excessively out 
of l ine and forget about t h e . ' l i t t l e ' things that can amount to a great 
deal in to ta l . Addit ionally, i f the control system works by word of mouth 
alone there wi l l be no history of past events. 
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In general, the results show that the hire or reward operators 
had more detailed costing frameworks than the own account operators, 
although three of the nine hire or reward operators did no costings 
compared to two of the own account operators. The reason for the 
more detailed recording of costs on the hire or reward side may partly 
be explained in terms of the differences in r isk faced; hire or reward 
firms face a much greater r isk i f costs get out of l ine whereas own 
account firms can usual ly turn to other departments in the firm for cross 
subsidisation i f necessary. A hire or reward firm often has no such 
option and could eas i ly face bankruptcy. 

There are other possible reasons why the own account operators in the 
sample calculated costs less comprehensively than the hire or reward 
operators. Many of the hire or reward operators in the sample were owned 
by the transport manager, unlike the own account firms which, apart from 
two, were public limited companies. When the transport manager is also 
the owner, there may be more of an incentive to monitor and minimise costs 
than i f there are no such l i n k s . The non-owning transport manager of course 
has an incentive to keep costs lower than those of other depots, or indeed, 
to keep costs below budget, in order to preserve his job. There i s a 
difference between doing this and minimising c o s t s . On the own account 
side however, the two owner-managers did no costings at a l l . Here 
transport was seen as almost a minor part of the business. The way to 
maintain p r o f i t a b i l i t y , i t was bel ieved, was to get the price of the f inal 
product r ight . 

Another reason why own account operators were not always too concerned with 
costs could be that ef f ic iency was not so much measured in terms of costs 
but by other measures such as vehicle u t i l i s a t i o n . I t was often believed 
that so long as the vehicle u t i l i s a t i o n factor (measured by days on the 
road, tonnage carr ied or t r ips made) was high, then costs would be 
correspondingly low. Al ternat ive ly , success was measured by the number 
of complaints received regarding late delivery or non ar r iva l of goods at 
their destination or ava i l ab i l i t y of vehicles to dispatch the goods when 
necessary, i . e . a measure of serv ice . 

I t was shown that a l l of the firms using a cost framework calculated basic 
costs such as fuel and maintenance, though att i tudes to other costs 
were mixed. These basic costs are in fact the most important costs in 
terms of percentage of total expenditure accounted for by them, although 
quite large variations In costs could be caused by f luctuations in other 
costs . 

The own account firms often said that they were minimising c o s t s , yet 
because of their monitoring system, there rea l ly was no way of knowing t h i s . 
Fixed costs often did not enter the cost equation at a l l on the own account 
side. I t was f e l t that these were beyond their control and therefore 
were i r re levant . Yet some of the costs (e .g . the heating and equipment 
costs) were d i rect ly controllable by them. 

Although a few of the firms in the sample had considered the costing 
exercise in some depth to find the system best suited to them, many of the 
methods used were f a i r l y rudimentary and a proportion of the sample did no 
costings at a l l . Yet, most of the firms v is i ted were very well established 
both in the hire or reward and the own account sectors . Ine f f ic ient 
costing methods, therefore, do not appear to have hindered success 
(although i t may, of course, have reduced i ts s c a l e ) . Tradit ional ly hire 
or reward hauliers are viewed as exist ing in a very competitive market. 
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Such inef f ic ienc ies as are shown above therefore may seem unl ike ly . 
The success of such firms seems to have depended to quite a large 
degree on the carving of niches within which competition is reduced and 
market power is enhanced. This is often achieved through a process of 
spec ia l isa t ion . There are many types of vehicle in the market; tankers, 
t ippers, cur ta ins iders , crane l o r r i e s , l o r r i es di f ferent iated by s ize 
and weight e t c . The market is a lso separated by geographical locat ion. 
Thus, in any one geographical area there wi l l be a limited number of 
hauliers who can do a certain type of work and who, therefore, are in 
d i rect competition. Thus, they have a degree of monopoly power and can 
charge prices to cover eas i ly their (estimated) c o s t s . There wi l l always 
be a certain amount of competition from the 'one man bands'- who are 
perhaps more mobile, from firms in other areas who would take on the work 
i f the price were high enough, from nearby firms who could purchase 
dif ferent vehicles of the desired speci f icat ion i f the price were r igh t , 
and from local firms who have s imi lar vehicles which could be used i f 
the price were r ight . But so long as the price is kept at a reasonable 
l e v e l , competition is perhaps quite res t r ic ted except at the margin of 
each company's operations, 
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APPENDIX 2 

ROUGH QUESTION GUIDE FOR INTERVIEWS, 

A) G e n e r a l . 

1. How many employees a r e t h e r e ? 
2 . How many l o r r i e s ? 
3 . What I s the annual t u r n o v e r ? 
U. What Jobs do the employees do? 
5 . What s i z e and type a r e the l o r r i e s ? 
6 . What i s the e x a c t n a t u r e of the b u s i n e s s ? 
7. Approximately how many l o a d s a r e taken each week? 
a. What i s t h e i r a v erage weight, volume? 
9 . What i s the mix between c o n t r a c t h i r e and spot h i r e ? 
B) Approach to C o s t i n g and Rate s e t t i n g . 

1. I s a s p e c i f i c c o s t i n g framework used? 
2 . What f a c t o r s a r e taken i n t o account and why? 
3- What per c e n t a g e does each f a c t o r account f o r ? 
li. Are wages and d e p r e c i a t i o n seen as a s t a n d i n g or a 

runn i n g c o s t ? 
5 . How i s d e p r e c i a t i o n c a l c u l a t e d ? 
6. How i s the r e s i d u a l v a l u e o f the v e h i c l e s c a l c u l a t e d ? 
7. What i s the a c c o u n t i n g l i f e of the v e h i c l e s ? 
8 . I s i n f l a t i o n taken i n t o a c c o u n t ? 
9 . How a r e overheads i n c l u d e d ? Of what do they c o m p r i s e ? 

1 0 . How i s maintenance c a l c u l a t e d ? I s i t done i n t e r n a l l y o r 
e x t e r n a l l y ? 

1 1 . What i s a t t i t u d e to maintenance? 
1 2 . How a r e s t a n d i n g c o s t s a l l o c a t e d among v e h i c l e s ? 
1 3 . I s i n t e r e s t i n c l u d e d as a c o s t ? I f so, a t what r a t e ? I f 

not why not? 
l U . I s f u e l counted a t d i s c o u n t or pump p r i c e ? 
1 5 . Are l u b r i c a n t c o s t s c a l c u l a t e d ? 
1 6 . How i s t y r e s c r u b c a l c u l a t e d ? 
17- What r e t u r n on c a p i t a l i s a) a c h i e v e d and b) d e s i r e d ? 
1 8 . What do they t h i n k o f p u b l i s h e d t a b l e s of o p e r a t i n g 

c o s t s ? 
1 9 . Do they e v e r use them? I f so, what f o r ? 
20. Which t a b l e s a r e used? 
2 1 . How a r e r a t e s c a l c u l a t e d from c o s t s ? 
2 2 . How i s c a p a c i t y u t i l i s a t i o n taken i n t o a c c o u n t ? 
2 3 . I s r a t e s e t per ton, per t o n - m i l e , per m i l e ? 
20., How do r a t e s v a r y between c u s t o m e r s ? 
2 5 . How have r a t e s changed w i t h the i n t r o d u c t i o n of the 38 

tonner? 
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A P P E - M D I X 3 

METHODS OF DEPRECIATION 

There are two principal methods of calculat ing depreciat ion; the 
s t ra ight - l ine method and the reduced balance method. 

1. Stra ight - l ine method 

This is the easiest method, 
t r a i l e r is £50000. Suppose 
seven years and resel l for 
the tyres are worth £3000. 
the capital cost 
and dividing the 
7 years) 

of the vehicle by the 
remainder by the l i f e 

Suppose the capital cost of a vehicle plus 
also that the vehicle is expected to l as t 
Q% of i t s original value. F i n a l l y , suppose 
The s t ra ight - l ine method involves reducing 

residual value and 
of the vehicle ( in 

the tyre cost 
th is sample 

So £42000/7 = £6000 

Each year depreciation on this vehicle wi l l be £6000, 

The main advantage of this method is i ts s impl ic i ty . The main disadvantages 
are that i t takes no account of the fact that depreciation wi l l be higher 
in the f i r s t few years than in the la t te r years or that maintenance is 
usually lower in the f i r s t few years and therefore to compensate, 
depreciation should be higher in these years . Addit ional ly , i t takes no 
account of inf lat ion which means that the sum put by to purchase a new 
vehicle wi l l be inadequate. 

2- Reduced balance method 

Assume the same capital cost and vehicle l i f e as above. With this method 
the capital cost is reduced by a constant percentage each year. A residual 
value is chosen and then a discount ra te , which reduces the original 
capital sum to the residual value over the chosen l i f e , is calculated using 
the formula 

S = C ( l - R ) " 

where S = Scrap or residual value 
C = In i t i a l capital cost 
R = Discount rate 
n = Li fe of asset 

Al ternat ively , an appropriate discount rate is chosen, say 30%, and this wi l l 
be used to depreciate the vehic le . The sum l e f t a f te r the seventh year 
wi l l then be written off . 

e .g . suppose the interest rate is 30^ and the sum to be depreciated is 
£40000 over 7 years: 
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Depreciation in the 
£ £ 

1st year is 40000 X 30% = 12000 
2nd year is 28000 X 30% = 8400 
3rd year is 19600 X 30% = • 5880 
4 th year is 13420 X 30% = 4116 
5th year is 9604 X 30% = 2881 
6 th year is 6723 X 30% = 2017 
7th year is 4706 X 30% = 1412 

£36706 

The remaining £3294 would be written off . 

This method overcomes the f i r s t two disadvantages of the s t ra ight - l ine 
method, but s t i l l no allowance is made for in f la t ion . 
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APPENDIX UA 

HIRE OR REWARD COSTINO AND PRICING SIMULATION 

INSTRUCTIONS 

P l e a s e do the f o l l o w i n g c o s t i n g and p r i c i n g s i m u l a t i o n as 
r e a l i s t i c a l l y as p o s s i b l e . Do not attempt to answer the 
q u e s t i o n s as you t h i n k I would l i k e them to be answered, but 
assume t h a t you were c o s t i n g and p r i c i n g a r e a l Job. 

The s i m u l a t i o n i n v o l v e s a n s w e r i n g a s e t of 12 q u e s t i o n s 
based on an imaginary Job o p p o r t u n i t y . Each q u e s t i o n changes 
one of the c o n d i t i o n s of the o r i g i n a l dob o p p o r t u n i t y and 
a s k s you to r e c a l c u l a t e y o u r answers t a k i n g i n t o account 
t h i s change. You may f i n d t h a t you g i v e the same answer to 
more than one q u e s t i o n ; do not worry about t h i s . 

May I once a g a i n remind you t h a t a l l i n f o r m a t i o n w i l l be 
t r e a t e d i n the s t r i c t e s t c o n f i d e n c e . 

JOB OPPORTUNITY 

I t i s Tuesday and your f i r m i s i n a r e l a t i v e l y s l a c k 
p e r i o d . A new customer a s k s you to t r a n s p o r t t h r e e l o a d s of 
p a l l e t e d t i n n e d peas ( r e t a i l v a l u e i 3 0 0 per tonne) weighing 
10 tonnes, 20 tonnes and 23 tonnes to N e w c a s t l e Upon Tyne 
f o r d e l i v e r y on F r i d a y . You know ba c k l o a d s w i l l be 
a v a i l a b l e from Newcastle to your depot f o r which you w i l l 
r e c e i v e S250 per v e h i c l e . (You may assume t h a t the l o a d s 
would f i t i n t o c u r t a i n s i d e r s i f d e s i r e d ) . 
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QUESTION 1 

a) How much would i t c o s t you to t r a n s p o r t each l o a d to i t s 
d e s t i n a t i o n assuming you c o u l d f i n d no o t h e r goods to send 
w i t h the 10 tonne l o a d ? 

b) What type ( e . g . a r t i c 3*2, 8 wheeled r i g i d ) and maximum 
gr o s s v e h i c l e weight of v e h i c l e would you use f o r each l o a d ? 
( p l e a s e s t a t e i f i t i s not a v e h i c l e i n your f l e e t ) 

c ) What p r i c e would you charge f o r each l o a d assuming you 
a l l o w no d i s c o u n t f o r t r a n s p o r t i n g t h r e e l o a d s ? 

10 tonnes j 20 tonnes j 23 tonnes 
Cost 1 

i 
Type and weight of 
v e h i c l e 

P r i c e 

Would you p r e f e r 
to s u b c o n t r a c t 
t h e s e l o a d s ? Y E s j [ NO 1 [ Y E S No j Y E s | ^ NOj 
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QUESTION 2 --i r- . j - / 

I n s t e a d oi peas, aupposo t h e c a r g o were changed to 
D c o s t l y p r e c i s i o n t o o l s ( r e t a i l v a l u e tlSOO per tonne) 
and i p c h e a p news p r i n t ( r e t a i l v a l u e flOO per t o n n e ) . 
Again, how much would i t c o s t , what v e h i c l e s would be used 
and what p r i c e would you charge, assuming a l l t he o t h e r 
c o n d i t i o n s of the dob o p p o r t u n i t y to be the same? i . e . l o a d 
to N e w c a s t l e f o r d e l i v e r y on F r i d a y w i t h b a c k l o a d s 
a v a i l a b l e . 

10 tonnes | 20 tonnes 23 tonnes 
Cost 
i ) p r e c i s i o n 
t o o l s 
i i ) n e w s p r i n t 

Cost 
i ) p r e c i s i o n 
t o o l s 
i i ) n e w s p r i n t 1 ; 

1 
Type and weight of 
v e h i c l e 
i ) p r e c i s i o n t o o l s 

i i ) n e w s p r i n t 

1 
1 

Type and weight of 
v e h i c l e 
i ) p r e c i s i o n t o o l s 

i i ) n e w s p r i n t 
1 
1 
( 
1 

j P r i c e 
i ) p r e c i s i o n t o o l s 

i i ) n e w s p r i n t 

1 1 
1 ; 

1 :• 

P r i c e 
i ) p r e c i s i o n t o o l s 

i i ) n e w s p r i n t 1 

QUESTION 3 

I n s t e a d o f d e l i v e r y on F r i d a y , suppose the customer wanted 
the peas d e l i v e r e d on Wednesday (tomorrow) but the peas 
a r e o n l y a v a i l a b l e f o r l o a d i n g a t Up.m today i . e . i t i s now 
an urgent l o a d . What would you now charge assuming a l l the 
o t h e r c o n d i t i o n s of the o r i g i n a l Job o p p o r t u n i t y to be the 
same? i . e . peas to Newcastle w i t h b a c k l o a d s a v a i l a b l e . 

10 tonnes 20 tonnes 23 tonnes 
P r i c e 

Would you p r e f e r to 
s u b c o n t r a c t t h e s e 
l o a d s ? YES 1 1 No| 1 YES 1 1 N O 1 1 YESj [N O } I 
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QUESTION q 

I n s t e a d o f y o u r f i r m b e i n g i n a r e l a t i v e l y s l a c k p e r i o d , 
s u p p o s e y o u had ample work f o r t h e week. What w o u l d you 
c h a r g e now a s s u m i n g t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l Job 
o p p o r t u n i t y t o be t h e same? i . e . p e a s t o N e w c a s t l e w i t h 
b a c k l o a d s a v a i l a b l e . 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

P r i c e • 

Would y o u p r e f e r t o 
s u b c o n t r a c t t h e s e 
l o a d s ? Y E s j ^ NO Y E s j 1 No| Y E S No| 

QUESTION 5 

I n s t e a d o f t a k i n g t h r e e l o a d s t o N e w c a s t l e , s u p p o s e t h e 
c u s t o m e r had o n l y one l o a d o f 20 t o n n e s t o be t a k e n i ) 100 
m i l e s i i ) iiOO m i l e s i i i ) ^50 m i l e s . How much w o u l d i t c o s t , 
w hat v e h i c l e s w o u l d y o u u s e and what w o u l d y o u c h a r g e f o r 
t h i s l o a d ? Assume t h a t t h e b a c k l o a d p r i c e on t h e 100 m i l e 
t r i p was £ 100 but t h a t a l l t h e o t h e r c o n d i t i o n s o f t h e 
o r i g i n a l Job o p p o r t u n i t y t o be t h e same? i . e . p e a s f o r 
d e l i v e r y on F r i d a y w i t h b a c k l o a d s a v a i l a b l e . 

100 m i l e s liOO m i l e s U30 m i l e s 
C o s t 
( 2 0 t o n n e l o a d ) 
Type and w e i g h t o f 
v e h i c l e u s e d 

P r i c e 

QUESTION 6 

I n s t e a d o f t h e c u s t o m e r b e i n g new, s u p p o s e i t was a r e g u l a r 
c u s t o m e r whose work a c c o u n t s f o r 3 5 % o f y o u r b u s i n e s s . What 
w o u l d you c h a r g e a s s u m i n g a l l t h e o t h e r c o n d i t i o n s o f t h e 
o r i g i n a l Job o p p o r t u n i t y t o be t h e same? i . e . p e a s t o 
N e w c a s t l e f o r d e l i v e r y on F r i d a y w i t h b a c k l o a d s a v a i l a b l e . 

10 t o n n e s p e a s 20 t o n n e s p e a s 23 t o n n e s p e a s 

P r i c e 

1 
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QUESTION 7 

I n s t e a d o f b e i n g a b l e t o g e t b a c k l o a d s , s u p p o s e no 
b a c k l o a d s a r e a v a i l a b l e . What w o u l d y o u now c h a r g e a s s u m i n g 
a l l t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l J ob o p p o r t u n i t y t o 
be t h e same? 

P r i c e 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

Would you p r e f e r t o 
s u b c o n t r a c t t h e s e 
l o a d s ? Y E s Q NO 1 YES 1 1 NOp YEs|~~] No[_ 

QUESTION 8 

S u p p o s e y o u a n t i c i p a t e t h e t r a f f i c b e i n g v e r y h e a v y and t h e 
t r i p t a k i n g 2 h o u r s l o n g e r t h a n u s u a l . How much w o u l d i t 
c o s t and what w o u l d you c h a r g e a s s u m i n g a l l t h e o t h e r 
c o n d i t i o n s o f t h e o r i g i n a l J ob o p p o r t u n i t y t o be t h e same? 
i . e . p e a s t o N e w c a s t l e f o r d e l i v e r y on F r i d a y w i t h b a c k l o a d s 
a v a i l a b l e . 

10 t o n n e s 20 t o n n e s 23 t o n n e s i 

C o s t 

P r i c e 

Would you p r e f e r t o 
s u b c o n t r a c t t h e s e 
l o a d s ? Y E S ^ Z I NO Y E S NoT Y E s Q NoL 
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QUESTION 9 

I n s t e a d o f 10, 20 and 23 t o n n e s o f p e a s , s u p p o s e t h e c a r s o s 
w e r e b u l k y and were i ) one l o a d m e a s u r i n g 12m by Urn by 2m o f 
t o i l e t r o l l s and i i ) o n e l o a d m e a s u r i n g 12m by ^m by 2m o f 
e x p e n s i v e p a p e r . How much w o u l d I t c o s t , w h a t w o u l d you 
c h a r s e and what t y p e and w e i g h t o f v e h i c l e w o u l d y o u u s e f o r 
t h e s e l o a d s a s s u m i n g a l l t h e o t h e r c o n d i t i o n s o f t h e 
o r i g i n a l dob o p p o r t u n i t y w e r e t h e same? i . e . l o a d s t o 
N e w c a s t l e f o r d e l i v e r y on F r i d a y w i t h b a c k l o a d s a v a i l a b l e . 

T o i l e t r o l l s T e l e v i s i o n s 

C o s t 

T y p e and w e i g h t o f 
v e h i c l e 

P r i c e 

QUESTION 10 

I t h a s been s a i d t h a t 
p r e s e n t and t h a t r a t e s 
b i g enough p r o f i t . I f y o u 
what w o u l d you c o n s i d e r a 
s p e c i f i e d i n t h e o r i g i n a l 
N e w c a s t l e f o r d e l i v e r y on 

m a r k e t r a t e s f o r t r a n s p o r t a r e low 
do n o t r e f l e c t t r u e c o s t s o r a l l o w 

c o u l d f o r g e t a b o u t t h e m a r k e t . 
f a i r p r i c e f o r t h e dob a s 
dob o p p o r t u n i t y ? i . e . p e a s t o 
F r i d a y w i t h b a c k l o a d a v a i l a b l e . 

a t 
a 

10 t o n n e s p e a s 20 t o n n e s p e a s 23 t o n n e s p e a s 

P r i c e 

QUESTION 11 

I f t h e new c u s t o m e r s t a r t e d t o h a g g l e , what w o u l d be t h e 
a b s o l u t e minimum you w o u l d a c c e p t f o r t h e o r i g i n a l J o b ? 

lO t o n n e s p e a s 20 t o n n e s p e a s 23 t o n n e s p e a s 

P r i c e 
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QUESTION 12 

I f y ou w a n t e d t o m i n i m l a o c o s t s f o r t h e o r i g i n a l dob, what 
t y p e s and w e i g h t s o f v e h i c l e s w o u l d you l i k e t o u s e i f y o u 
c o u l d c h o o s e any v e h i c l e s y ou w a n t e d ( n o t n e c e s s a r i l y 
v e h i c l e s i n y o u r own f l e e t ) and what d i f f e r e n c e w o u l d you 
e x p e c t i t t o make t o c o s t s and p r i c e s f o r t h e dob? 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

T y p e and w e i a h t o f 
p r e f e r r e d v e h i c l e 

. 

E x p e c t e d c o s t u s i n e 
t h e s e v e h i c l e s 

E x p e c t e d p r i c e u s i n s 
t h e s e v e h i c l e s 
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"D P R I C I N G SIMULATION 

INSTRUCTIONS 

P l e a s e do t h e f o l l o w i n g c o s t i n g and p r i c i n g s i m u l a t i o n a s 
r e a l i s t i c a l l y a s p o s s i b l e . Do n o t a t t e m p t t o a n s w e r t h e 
q u e s t i o n s a s you t h i n k I w o u l d l i k e them t o be a n s w e r e d , but 
assume t h a t y o u w e r e c o s t i n g and p r i c i n g a r e a l J o b , 

The s i m u l a t i o n i n v o l v e s a n s w e r i n g a s e t o f 8 q u e s t i o n s 
b a s e d on an i m a g i n a r y dob o p p o r t u n i t y . E a c h q u e s t i o n c h a n g e s 
one o f t h e c o n d i t i o n s o f t h e o r i g i n a l dob o p p o r t u n i t y and 
a s k s y o u t o r e c a l c u l a t e y o u r a n s w e r s t a k i n g i n t o a c c o u n t 
t h i s c h a n g e . You msiy f i n d t h a t y o u g i v e t h e same a n s w e r t o 
more t h a n one q u e s t i o n ; do n o t w o r r y a b o u t t h i s . 

May I o n c e a g a i n r e m i n d you t h a t a l l i n f o r m a t i o n w i l l be 
t r e a t e d i n t h e s t r i c t e s t c o n f i d e n c e . 

JOB OPPORTUNITY 

I t i s T u e s d a y and y o u r f i r m i s i n a r e l a t i v e l y s l a c k 
p e r i o d . A new c u s t o m e r a s k s y o u t o t r a n s p o r t t h r e e l o a d s o f 

w e i g h i n g 10 t o n n e s , 20 t o n n e s 
a n d 23- t o n n e s t o N e w c a s t l e Upon T y n e f o r d e l i v e r y on 
F r i d a y . You know i t w i l l be i m p o s s i b l e t o o b t a i n b a c k l o a d s 

QUESTION 1 

a ) How much wo u l d i t c o s t you t o t r a n s p o r t e a c h l o a d t o i t s 
d e s t i n a t i o n a s s u m i n g you c o u l d f i n d no o t h e r goods t o s e n d 
w i t h t h e 10 t o n n e l o a d ? 

b) What t y p e ( e . g . a r t i c 3-^2, 8 w h e e l e d r i g i d ) and maximum 
g r o s s v e h i c l e w e i g h t o f v e h i c l e w o u l d you u s e f o r e a c h l o a d ? 
( p l e a s e s t a t e i f i t i s n o t a v e h i c l e i n y o u r f l e e t ) 

c ) I f t r a n s p o r t i s a p r o f i t c e n t r e i n y o u r f i r m , what w o u l d 
you c h a r g e y o u r f i r m o r y o u r c u s t o m e r ( p l e a s e s p e c i f y 
w h i c h ) a s s u m i n g you a l l o w no d i s c o u n t f o r t r a n s p o r t i n g 
t h r e e l o a d s ? 

1 10 t o n n e s 20 t o n n e s 23 t o n n e s 

C o s t 
• 

Type and w e i g h t o f 
v e h i c l e i 
P r i c e i 

1 
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QUESTION 
ONLY) 

2 (FOR FIRMS WHERE TRANSPORT I S A PR O F I T CENTRE 

I n s t e a d o f d e l i v e r y on F r i d a y , s u p p o s e t h e c u s t o m e r 
w a n t e d t h e l o a d s d e l i v e r e d on Wednesday ( t o m o r r o w ) b u t t h e 
goods w i l l o n l y be a v a i l a b l e f o r l o a d i n g a t U p.m. t o d a y 
i . e . i t i s now an u r g e n t l o a d . What w o u l d you now c h a r g e 
a s s u m i n g a l l t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l j o b 
o p p o r t u n i t y t o be t h e same? i . e . l o a d s t o N e w c a s t l e . 

10 t o n n e s 20 t o n n e s 23 t o n n e s 
f r i c e 

Would you p r e f e r 
t o u s e h i r e d 
t r a n s p o r t f o r 
t h e s e l o a d s ? 

YES 

NO 

YES 

NO 

• • YES r ] 
NO e n 

QUESTION 3 (FOR FIRMS WHERE TRANSPORT I S A COST CENTRE 
ONLY) 

I n s t e a d o f y o u r f i r m b e i n g i n a r e l a t i v e l y s l a c k p e r i o d , 
s u p p o s e y o u had ample work f o r t h e week. What w o u l d y ou 
c h a r g e now a s s u m i n g t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l Job 
o p p o r t u n i t y t o be t h e same? i . e . l o a d s t o N e w c a s t l e . 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

P r i c e 

Would you p r e f e r t o 
u s e h i r e d t r a n s p o r t 
f o r t h e s e l o a d s ? 

Y E S j j 

NO Q 
YES 1 1 
NO Q 

YES j ~ j 

NO Q 
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QUESTION q 

I n s t e a d o f t a k i n g t h r e e l o a d s t o N e w c a s t l e , s u p p o s e t h e 
c u s t o m e r w a n t e d o n l y one l o a d o f 20 t o n n e s t o be t a k e n 1 ) 
100 m i l e s 1 1 ) UOO m i l e s i l l ) U50 m i l e s . How much w o u l d i t 
c o s t , what v e h i c l e s w o u l d you u s e and what w o u l d y ou c h a r g e 
f o r t h i s l o a d ( i f t r a n s p o r t i s a p r o f i t c e n t r e ) a s s u m i n g 
a l l t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l J o b o p p o r t u n i t y t o 
be t h e same? i . e . l o a d s f o r d e l i v e r y on F r i d a y . 

100 m i l e s UOO m i l e s 1150 m i l e s 
c o s t 
( 20 t o n n e l o a d ) 

Type and w e i g h t o f 
v e h i c l e u s e d 

P r i c e 

Would you p r e f e r t o 
u s e h i r e d t r a n s p o r t 
f o r t h e s e l o a d s ? 

VHS Q 

NO • 

VES j - j 

NO p i 

VES ^ 

NO • 

QUESTION 
ONLY) 

5 (FOR FIRMS WHERE TRANSPORT I S A PR O F I T CENTRE 

I n s t e a d o f t h e c u s t o m e r b e i n g new, s u p p o s e i t was a r e g u l a r 
c u s t o m e r who a c c o u n t s f o r 103^ o f t h e m a r k e t f o r y o u r 
p r o d u c t . What w o u l d y ou c h a r g e a s s u m i n g a l l t h e o t h e r 
c o n d i t i o n s o f t h e o r i g i n a l J o b o p p o r t u n i t y t o be t h e same? 
i . e . l o a d s t o N e w c a s t l e f o r d e l i v e r y on F r i d a y . 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

P r i c e 

QUESTION 6 (FOR FIRMS WHERE TRANSPORT I S A PR O F I T CENTRE 
ONLY) 

S u p p o s e y ou w e r e a b l e t o g e t a b a c k l o a d f rom N e w c a s t l e f o r 
e a c h v e h i c l e f o r w h i c h you wo u l d r e c e i v e fe250 p e r v e h i c l e . 
How much w o u l d y ou now c h a r g e a s s u m i n g a l l t h e o t h e r 
c o n d i t i o n s o f t h e o r i g i n a l Job o p p o r t u n i t y t o be t h e same? 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

P r i c e 



QUESTION 7 

Sup p o s e you a n t i c i p a t e t h e t r a f f i c b e i n g v e r y h e a v y and t h e 
t r i p t a k i n g 2 h o u r s l o n g e r t h a n u s u a l . How much w o u l d i t 
c o s t and what w o u l d you c h a r g e ( i f t r a n s p o r t i s a p r o f i t 
c e n t r e ) a s s u m i n g a l l t h e o t h e r c o n d i t i o n s o f t h e o r i g i n a l 
dob o p p o r t u n i t y t o be t h e same? i . e . l o a d s t o N e w c a s t l e f o r 
d e l i v e r y on F r i d a y . 

l O t o n n e s 20 t o n n e s 23 t o n n e s 

C o s t 
1 

P r i c e 

Would you p r e f e r t o 
u s e h i r e d t r a n s p o r t 
f o r t h e s e l o a d s ? 

YES j 

NO f 

YES j 

NO 1 
YES 

NO 
• 

QUESTION 8 

I t h a s been s a i d t h a t m a r k e t r a t e s f o r t r a n s p o r t a r e low 
p r e s e n t and t h a t r a t e s do n o t r e f l e c t t r u e c o s t s o r a l l o w 
b i g enough p r o f i t . I f you c o u l d f o r g e t a b o u t t h e m a r k e t , 
what w o u l d y o u c o n s i d e r a f a i r p r i c e f o r t h e Job a s 
s p e c i f i e d i n t h e o r i g i n a l J ob o p p o r t u n i t y ? i . e . l o a d s t o 
N e w c a s t l e f o r d e l i v e r y on F r i d a y . 

a t 
a 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

P r i c e 

QUESTION 9 

I f you w a n t e d t o m i n i m i s e c o s t s f o r t h e o r i g i n a l Job, what 
t y p e s and w e i g h t s o f v e h i c l e s w o u l d y o u l i k e t o u s e i f you 
c o u l d c h o o s e a n y v e h i c l e s you w a n t e d ( n o t n e c e s s a r i l y 
v e h i c l e s i n y o u r own f l e e t ) and what d i f f e r e n c e w o u l d you 
e x p e c t i t t o make t o c o s t s and p r i c e s f o r t h e J o b ? 

10 t o n n e s 20 t o n n e s 23 t o n n e s 

Type and w e i g h t o f 
p r e f e r r e d v e h i c l e 

E x p e c t e d c o s t u s i n g 
t h e s e v e h i c l e s 

E x p e c t e d p r i c e u s i n g 
t h e s e v e h i c l e s 

THANKYOU FOR DOING T H I S SIMULATION 



APPENDIXj^fl 

H I R E OR REWARD QUESTIONNAIRE 
(SMALL SCALE SURVEY) 

SECTION 1 

1.1 When you a r e p r i c i n g a h a u l a g e Job, you may t a k e i n t o 
a c c o u n t y o u r c o m p e t i t o r s i n t h e h a u l a g e I n d u s t r y . How many 
f i r m s . I f any. do y o u v i e w a s b e i n g 
a ) i n d i r e c t c o m p e t i t i o n ? 

b) i n f a i r l y d i r e c t c o m p e t i t i o n ? 

I F YOU ANSWERED NONE TO BOTH PARTS OF THE QUESTION 
PLEASE GO TO QUESTION 1.3. 

1.2 I f you h a v e a n y d i r e c t o r f a i r l y d i r e c t c o m p e t i t o r s , 
how s i m i l a r t o you a r e t h e two f i r m s y o u r e g a r d a s b e i n g i n 
c l o s e s t c o m p e t i t i o n , i n t e r m s o f t h e f o l l o w i n g . ( I f you hav. 
o n l y one c o m p e t i t o r , p l e a s e c o m p l e t e s e c t i o n 1 . 2 a o n l y ) . 

VERY SIMILAR 
a ) 
[M 1 (most 
e c t c o m p e t i t o r ) 
e (number o f 
i c l e s ) 
,es o f v e h i c l e s 
fd ( e . g . a r t i c 

r i g i d t i p p e r ) 
|es o f a c t i v i t y 
e r t h a n t r a n s p o r t 
ig. w a r e h o u s i n g ) 
I g r a p h i c a l 
l a t l o n . 
|gth o f t i m e i n 

b u s i n e s s 

tes o7 v e h i c l e 

F A I R L Y SIMILAR NOT VERY 
S I M I L A R 

Q U I T E 
D I F F E R E N T 

VERY 
D I F F E R E N T 

DONT 
KNOW 

les o f a c t i v i t y Er a p n j . c a . 
t i o n 

Igth o f t i m e 
[ b u s i n e s s 
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1.3 What p e r c e n t a g e o f y o u r a v e r a g e w e e k l y work 
( t o n n e j i i l o a g e ) i s a c c o u n t e d f o r by 

0% 1-9X 10-19X 20-29X 30-39?^ k0~ti9% 50-59^ 
160% o r 
more 

:ustomers w i t h whom 
'ou h a v e w r i t t e n 
• o n t r a c t s t o 
: r a n s p o r t goods 
;ustomers f o r whom 
rou work r e g u l a r l y 
i . e . more t h a n 
>nce a week ) a s 
p h e i r o n l y 
: r a n s p o r t p r o v i d e r 
e g u l a r c u s t o m e r s 
ho a l s o u s e o t h e r 
r a n a p o r t p r o v i d e r s . 
on r e g u l a r c u s t o m e r s 

l . a What i s y o u r o p i n i o n o f t h e l e v e l o f o u t s i d e 
c o m p e t i t i o n ? 

E x t r e m e l y i n t e n s e , v e r y i n t e n s e ] f a i r l y i n t e n s e ^ 

Not v e r y i n t e n s e , Non e x i s t e n t 

P L EASE T I C K ONE BOX 

1.5 What i s y o u r o p i n i o n o f t h e p r e s e n t f i n a n c i a l s t a t e o f 
t h e r o a d h a u l a g e i n d u s t r y i n g e n e r a l ? 

E x t r e m e l y h e a l t h y ] |. V e r y h e a l t h y , F a i r l y h e a l t h y . 

, V e r y d e p r e s s e d [ . F a i r l y d e p r e s s e d 

P L E A S E T I C K ONE BOX 

1.6 I n t h e n e x t t w e l v e months, do y o u t h i n k y o u r b u s i n e s s 
w i l l 

I m p r o v e , G e t w o r s e , S t a y a s i t i s . 

PLEASE T I C K ONE BOX 
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1,7 What i s y o u r o p i n i o n o f t h e p r e s e n t s t a t e o f t h e 
g e n e r a l U.K. economy? 

E x t r e m e l y h e a l t h y ^ . V e r y h e a l t h y , F a i r l y h e a l t h y , ' | 

F a i r l y d e p r e s s e d j j. V e r y d e p r e s s e d j 

PLEASE T I C K ONE BOX 

SECTION 2 

2.1 Do you t r y t o f i n d o u t h a u l a g e r a t e s c h a r g e d by o t h e r 
h a u l i e r s ? 

YES , N o [ ^ . 
I F YOU ANSWER NO. PLE A S E GO TO QUESTION 2.6 

2.2 Do you m o n i t o r h a u l a g e r a t e s i n g e n e r a l a n d / o r h a u l a g e 
r a t e s c h a r g e d by s p e c i f i c h a u l i e r s ? 

H a u l a g e r a t e s i n g e n e r a l . S p e c i f i c h a u l i e r s r a t e s 

YOU MAY T I C K MORE THAN ONE BOX 

2.3 How do you f i n d o u t i n f o r m a t i o n on h a u l a g e r a t e s 
c h a r g e d by o t h e r s ? 

a ) by p h o n i n g o t h e r h a u l i e r s and a s k i n g them d i r e c t l y ? 

b) by p r e t e n d i n g t o be a c u s t o m e r and a s k i n g f o r a q u o t e ? 

c ) n o t e d when s u b c o n t r a c t i n g ? 

d) by a s k i n g d r i v e r s t o o b t a i n i n f o r m a t i o n ? 

e ) by t a l k i n g t o o t h e r h a u l i e r s a t m e e t i n g s ( e . g . RHA)? 

f ) f r o m p u b l i s h e d c o s t t a b l e s ? 

g ) c u s t o m e r s t e l l y o u ? 

h) o t h e r , p l e a s e s p e c i f y 

P LEASE T I C K APPROPRIATE BOXES 
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2.q I s i n f o r m a t i o n on o t h e r h a u l i e r s r a t e s m o n i t o r e d 

a ) a s a m a t t e r o f p o l i c y ? 

b) o n l y when t h e y a r e b r o u g h t t o y o u r a t t e n t i o n ? 

c ) o n l y when y o u s p e c i f i c a l l y want i n f o r m a t i o n on 
p r i c e s ? 

d) o t h e r , p l e a s e s p e c i f y 

2-5 Why do y o u m o n i t o r o t h e r h a u l i e r s r a t e s ? 

a ) o u t o f i n t e r e s t ? 

b) t o k e e p y o u r p r i c e s i n l i n e w i t h o t h e r s ? 

c ) t o c o n v i n c e c u s t o m e r s o f y o u r c o m p e t i t i v e n e s s ? 

d ) o t h e r , p l e a s e s p e c i f y 

2,6 I s i n f o r m a t i o n on o t h e r h a u l i e r s c o s t s m o n i t o r e d ? 

YE S , NO . 

I F YOU ANSWERED NO. PL E A S E GO TO QUESTION 2.8 

2.7 How i s i n f o r m a t i o n on c o s t s g a t h e r e d ? 
a ) by t a l k i n g t o o t h e r h a u l i e r s a t m e e t i n g s ( e . g . RHA)? 

b ) f r o m p u b l i s h e d c o s t t a b l e s ? 

c ) f r o m t r a d e m a g a z i n e s ( o t h e r t h a n p u b l i s h e d c o s t 
t a b l e s ) ? 

d ) f r o m v e h i c l e m a n u f a c t u r e r s ? 

e ) f r o m c o n v e r s a t i o n s w i t h d r i v e r s and m e c h a n i c s ? 

f ) o t h e r , p l e a s e s p e c i f y 

P L EASE T I C K APPROPRIATE BOXES 
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SECTION 3 

3.1 Which o f t h e f o l l o w i n g do y o u t h i n k i s most a p p r o p r i a t e 
t o y o u r f i r m ? 

a ) We a r e a l w a y s l o o k i n g f o r t h e b e s t ways o f 
o p e r a t i n g and i m p r o v i n g e f f i c i e n c y . 

b) We l i k e t o k e e p one s t e p a h e a d by p e r i o d i c a l l y 
c o n s i d e r i n g d i f f e r e n t ways o f o p e r a t i n g 

c ) I f o p p o r t u n i t i e s a r i s e we w i l l c o n s i d e r them, b u t 
o t h e r w i s e we o p e r a t e o u t o f h a b i t u n l e s s s o m e t h i n g g o e s 
wrong. 

d) We o n l y l o o k a t a l t e r n a t i v e w a y s o f o p e r a t i n g when 
s o m e t h i n g g o e s wrong. 

. b . c . d 

SECTION 4 

tt.l What a r e t h e MAIN o b j e c t i v e s o f y o u r f i r m ? 

a ) t o m a x i m i s e p r o f i t s 

b) t o make an a c c e p t a b l e l e v e l o f p r o f i t s 

c ) t o m a x i m i s e t u r n o v e r 

d) t o a c h i e v e an a c c e p t a b l e t u r n o v e r 

e ) t o m a x i m i s e g r o w t h 

f ) t o a c h i e v e an a c c e p t a b l e l e v e l o f g r o w t h 

g) t o m a x i m i s e v e h i c l e u t i l i s a t i o n 

h) t o h a v e an a c c e p t a b l e l e v e l o f v e h i c l e u t i l i s a t i o n 

i ) t o m a x i m i s e r e t u r n on c a p i t a l 

J ) t o a c h i e v e an a c c e p t a b l e r e t u r n on c a p i t a l 

k ) t o p r o v i d e a good s e r v i c e 

1) t o p r o v i d e an a c c e p t a b l e l e v e l o f i n c o m e 

m) o t h e r , p l e a s e s p e c i f y 

P L E A S E T I C K APPROPRIATE BOXES 



a. 2 
a ) Do y o u h a v e 

a n n u a l t a r g e t s 
f o r t h e s e 
o b d e c t i v e s ? 

( n o t n e c e s s a r i l y 
w r i t t e n ) 
I F YOU T I C K NONE OF 
THE BOXES, P L E A S E 
GO TO QUESTION U, 2 

b) A r e t h e r e w r i t t e n 
t a r g e t s f o r t h e s e 
o b d e c t i v e s ? 

c ) How o f t e n a r e 
t a r g e t s r e v i s e d ? 
e . g . a n n u a l l y 

l e v e l o f 
p r o f i t s 

YES 

l e v e l o f 
t u r n o v e r 

r a t e o f 
g r o w t h 

r e s YES YES 

^ YES Q YES 1^ 

v e h i c l e 
u t i l i s a t i o n 

YES 

YES 

r e t u r n on 
c a p i t a l 

I ^ E s n 

YES 

a. 3 
a ) l a e x p e n d i t u r e c o n t r o l l e d 
by w r i t t e n b u d g e t s ? 

C A P I T A L E X P E N D I T U R E CURRENT E X P E N D I T U R E 
Y E S , a l l • Y E S , a l l • , 
Y E S . some • . N O Q Y E S , s o m e Q , NO/~) 

I f Y E S some, p l e a s e I f Y E S some, p l e a s e 
s p e c i f y w h i c h s p e c i f y w h i c h 

- t F YOU ANSWERED NO TO BOTH, P L E A S E GO TO QUESTION ti. U 

b) How f r e q u e n t l y a r e b u d g e t s 
r e v i s e d ? ( e . g . a n n u a l l y ) 

c ) When new b u d g e t s a r e 
c a l c u l a t e d a r e t h e y d o n e 
f r o m s c r a t c h ? 

d ) When new b u d g e t s a r e 
c a l c u l a t e d a r e t h e y 
u p d a t e d by a c e r t a i n 
p e r c e n t a g e o v e r t h e 
p r e v i o u s o n e ? 

Y E S . NO . Y E S I . NO 

Y E S , NO Y E S , NO 

I f y o u a n s w e r e d NO t o b o t h c ) a n d d ) , how a r e b u d g e t s c a l c u l a t e d ? 

P L E A S E T I C K A P P R O P R I A T E BOXES 
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P L E A S E 
T I C K 
ONE 
BOX 

U. it Do y o u t r y 

a ) t o m i n i m i s e a l l c o s t s ? 

b) t o k e e p c o s t s w i t h i n b u d g e t s ? 

c ) t o k e e p c o s t s a t a n a c c e p t a b l e l e v e l ? 

d) o t h e r , p l e a s e s p e c i f y 

a,5 I f y o u r d e p o t i s p a r t o f a l a r g e r company, 

a ) What p e r f o r m a n c e m e a s u r e s do h e a d o f f i c e m o n i t o r ( e . g 
t o n n a g e c a r r i e d p e r week, c a p i t a l e x p e n d i t u r e , n o n e ) . 
P l e a s e s p e c i f y 

b) A r e w r i t t e n c o m p a r i s o n s o f p e r f o r m a n c e l e v e l s made w i t h 
o t h e r d e p o t s i n t h e c o u n t r y ? 

YES . NOI 

I F YOU ANSWERED NO PLE A S E GO TO QUESTION a.6 

c ) What p e r f o r m a n c e m e a s u r e s a r e c o m p a r e d w i t h t h o s e o f 
o t h e r d e p o t s ? P l e a s e s t a t e how o f t e n f o r e a c h . ( e . g . t o n n a g e 
c a r i e d w e e k l y ) . 

^.6 I n t h e p a s t y e a r h a v e you u s e d an o u t s i d e c o n s u l t a n t 
o t h e r t h a n a t a c h o g r a p h a n a l y s t ? 

YES , NO 

I f s o , p l e a s e s p e c i f y what f o r 
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SECTION 5 

5.1 I s t h i s t h e o n l y d e p o t i n y o u r f i r m ? Y E S . NO 

I F YOU ANSWERED YES, PL E A S E GO TO QUESTION 5.3 

5-2 a ) How many d e p o t s d o e s y o u r f i r m h a v e ? 

b) A r e t h e y l o c a t e d n a t i o n a l l y o r J u s t i n t h e S o u t h 
W e s t ? 

N a t i o n a l l y , J u s t i n t h e s o u t h West 

c ) A r e t h e y l o c a l l y o r c e n t r a l l y c o n t r o l l e d ? 

L o c a l l y , N a t i o n a l l y . B o t h 

d) l a t h i s d e p o t h e a d o f f i c e ? Y E S . NO 

e ) Does h e a d o f f i c e do a n y o f t h e f o l l o w i n g ? ( y o u r 
d e p o t i f t h i s i s h e a d o f f i c e ) 

I ) s e t y o u r p e r f o r m a n c e t a r g e t s 

I I ) s e t y o u r b u d g e t s 

i l l ) a n a l y s e y o u r p e r f o r m a n c e d a t a 

i v ) s p e c i f y t h e number o f v e h i c l e s y ou may ha v e 

v ) s p e c i f y t h e number o f p e o p l e y o u may e m p l o y 

v l ) s p e c i f y t h e make o f v e h i c l e y o u may h a v e 

v l D s p e c i f y t h e k i n d o f c o s t i n g y o u do 

5.3 I s y o u r d e p o t s p l i t f o r m a l l y i n t o d e p a r t m e n t s ? 

Y E S , NO 

I f YES, how many d e p a r t m e n t s a r e t h e r e ? 

5 . i i How many v e h i c l e s o v e r 3.5 t o n n e s GVW a r e t h e r e 

a ) i n y o u r f l e e t 

b) i n t h e t o t a l company f l e e t 

P LEASE T I C K APPROPRIATE BOXES 
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5-5 How many e m p l o y e e s a r e t h e r e 

a ) i n t h i s d e p o t 

b) I n t h e company 

SECTION 6 

6.1 I s y o u r f i r m a t l e a s t p a r t l y owner_manace<a*? 

Y E S . NO 

6.2 If YES. a ) d o e s more t h a n one member o f t h e o w n i n s 
f a m i l y work h e r e ( i n any c a p a c i t y ? 

Y E S I NO . 

b) d o e s t h e owner m a n a s e r work h e r e f u l l t i m e ? 

Y E S . NO j 1 . 

6.3 What k i n d o f f i r m i s y o u r f i r m ? 

a ) a p r i v a t e u n l i m i t e d company? 

b) a p r i v a t e l i m i t e d company? 

c ) a p a r t n e r s h i p ? 

d) a c o o p e r a t i v e ? 

e ) a p u b l i c l i m i t e d company? 

f ) o t h e r , p l e a s e s p e c i f y 

6, IX what was l a s t y e a r s a n n u a l t u r n o v e r ? 

up t o ^ 1 / 2 m i l l i o n ,^1/2 m b u t l e s s t h a n 1Im 

fcllm b u t l e s s t h a n .2m ,^2 m b u t l e s s t 

v " 5m o r more | 

han fc5m • • 

6.5 D i d y o u r f i r m make a n e t p r o f i t l a s t y e a r ? 
YES , NO I [ . 

I f s o , p l e a s e s t a t e how much 

PLEASE T I C K APPROPRIATE BOXES 
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SECTION 7 

T h a n k y o u f o r c o m p l e t i n s t h e a b o v e q u e s t i o n s r e l a t i n g t o t h e 
f i r m . Now t o f i n i s h , p l e a s e w o u l d y o u f i l l i n t h e p e r s o n a l 
d e t a i l s b e l o w . May I r e m i n d you t h a t a l l t h e i n f o r m a t i o n 
w i l l be t r e a t e d i n t h e s t r i c t e s t c o n f i d e n c e . 

7 . 1 At what age d i d you l e a v e s e c o n d a r y e d u c a t i o n ? 

7 . 2 How o l d a r e y o u now? 

l e s s t h a n 20 I I . 20-29 

50-591 I . 6 0 o r more 

7 - 3 What e d u c a t i o n a l q u a l i f i c a t i o n s do you h a v e ? 

1 1 ] 1 I 1 I 
. 2 0 - 2 9 , 3 0 - 3 9 , a o - a 9 

, 6 0 o r more 

' O ' l e v e l s 

• A ' l e v e l s 

a ) C.S. E . 8 

b) 

c ) 

d ) d e g r e e 

e ) m a t r i c u l a t i o n 

f ) H i g h e r S c h o o l C e r t i f i c a t e 

g) none 

h ) o t h e r , p l e a s e s p e c i f y . . . . 

7.U What t r a n s p o r t q u a l i f i c a t i o n s do y o u h a v e ? 

a ) C.P.C 

b) M.C.I.T. 

c ) F.C. I . T . 

d) none 

e ) o t h e r , p l e a s e s p e c i f y 
7 . 5 How l o n g h a v e y o u been w o r k i n g i n y o u r p r e s e n t p o s i t i o n 

i n t h i s f i r m ? 

7 . 6 How l o n g h a v e you been w i t h t h i s f i r m ? 

7 . 7 How l o n g h a v e y o u been i n t h e t r a n s p o r t b u s i n e s s ? 

THANK YOU VERY MUCH FOR COMPLETING T H I S 
QUESTIONNAIRE. 

AS:? 



APPENDIX A-fi 

OWN ACCOUNT QUESTIONNAIRE 

SECTION 1 

1 . 1 Do you u s e p u b l i c h a u l i e r s . r a i l o r c o n t r a c t h i r e 
v e h i c l e s t o t r a n s p o r t any o f y o u r f i n i s h e d g o o d s ? 

YE S NO 

p u b l i c h a u l i e r s 

r a i l 

c o n t r a c t h i r e 

1 . 2 I f s o , a p p r o x i m a t e l y what p e r c e n t a g e o f y o u r t o t a l 
a n n u a l t o n n a e e g o e s by 

l e s s 
t h a n 10?^ 

10%'19% 20%~29% 30%'39% 50% o r 
more 

p u b l i c h a u l i e r 

r a i l 

c o n t r a c t h i r e 

1 . 3 What i s y o u r o p i n i o n o f t h e l e v e l o f o u t s i d e 
c o m p e t i t i o n ? 

E x t r e m e l y i n t e n s e , v e r y i n t e n s e , f a i r l y i n t e n s e 

Not v e r y i n t e n s e , Non e x i a t e n t j . 

P L E A S E T I C K ONE BOX 

l . U What i s y o u r o p i n i o n o f t h e p r e s e n t f i n a n c i a l s t a t e o f 
t h e r o a d h a u l a g e i n d u s t r y i n g e n e r a l ? 

E x t r e m e l y h e a l t h y , V e r y h e a l t h y , F a i r l y h e a l t h y , | 

F a i r l y d e p r e s s e d . V e r y d e p r e s s e d | . 

PLEASE T I C K ONE BOX 

1 . 5 I n t h e n e x t t w e l v e months, do you t h i n k y o u r b u s i n e s s 
w i l l 

I m p r o v e , G e t w o r s e [. S t a y a s i t i s J 

PLEASE T I C K ONE BOX 

5 4 



1.6 What I s y o u r o p i n i o n o f t h e p r e s e n t s t a t e o f t h e 
s e n e r a l U.K. economy? 

E x t r e m e l y h e a l t h y ] . V e r y h e a l t h y , F a i r l y h e a l t h y . ] | 

F a i r l y d e p r e s s e d |, V e r y d e p r e s s e d j . 

P LEASE T I C K ONE BOX 

1.7 A p p r o x i m a t e l y what p e r c e n t a g e o f t h e t o t a l c o s t s o f 
y o u r m a i n p r o d u c t i s a c c o u n t e d f o r by t r a n s p o r t ? 

l e s s t h a n X% • ̂ ^'^^ . 5%-9H . 1Q%-Iti% , 

203^ o r more | . 

1.8 What i s t h e a v e r a g e a n n u a l o u t p u t o f y o u r m a i n p r o d u c t 
i n t o n n e s ? 

1 . 9 What a r e t h e t h r e e main r e a s o n s f o r r u n n i n g y o u r own 
f l e e t o f l o r r i e s ? 

S ECTION 2 

2.1 Do y o u t r y t o f i n d o u t h a u l a g e r a t e s c h a r g e d by o t h e r 
t r a n s p o r t p r o v i d e r s ? 

YES _ , Noj . 

I F YOU ANSWER NO. PLEASE GO TO QUESTION 2 . 5 
2.2 How do you f i n d o u t i n f o r m a t i o n on h a u l a g e r a t e s 

c h a r g e d by o t h e r s ? 

a ) t r a d e m a g a z i n e s ( o t h e r t h a n c o s t t a b l e s ) ? 

b) by a s k i n g d r i v e r s t o o b t a i n i n f o r m a t i o n ? 

c ) by t a l k i n g t o o t h e r h a u l i e r s a t m e e t i n g s 
( e . g . RHA, F T A ) ? 

d) from p u b l i s h e d c o s t t a b l e s ? 

e ) c u s t o m e r s t e l l y o u ? 

f ) o t h e r , p l e a s e s p e c i f y 

PLEASE T I C K APPROPRIATE BOXES 
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2-3 I s i n f o r m a t i o n on o t h e r h a u l i e r s r a t e s m o n i t o r e d 

a ) a s a m a t t e r o f p o l i c y ? 

b) o n l y when t h e y a r e b r o u g h t t o y o u r a t t e n t i o n ? 

c ) o n l y when you s p e c i f i c a l l y want i n f o r m a t i o n on 
p r i c e s ? 

d ) o t h e r , p l e a s e s p e c i f y 

2.U Why do y o u m o n i t o r o t h e r h a u l i e r s r a t e s ? 

a ) o u t o f i n t e r e s t ? 

b) t o k e e p y o u r p r i c e s i n l i n e w i t h o t h e r s ? 

c ) t o c o n v i n c e c u s t o m e r s o f y o u r c o m p e t i t i v e n e s s ? 

d) o t h e r , p l e a s e s p e c i f y 

2 . 5 I s i n f o r m a t i o n on o t h e r h a u l i e r s c o s t s m o n i t o r e d ? 

YES , NO 

I F YOU ANSWERED NO. P L E A S E GO TO QUESTION 2.7-

2 . 6 How i s i n f o r m a t i o n on c o s t s g a t h e r e d ? 

a ) by t a l k i n g t o o t h e r h a u l i e r s a t m e e t i n g s ( e . g . RHA 

F T A ) ? 

b) from p u b l i s h e d c o s t t a b l e s ? 

c ) f r o m t r a d e m a g a z i n e s ( o t h e r t h a n p u b l i s h e d c o a t 

t a b l e s ) ? 

d) f r o m v e h i c l e m a n u f a c t u r e r s ? 

e ) from c o n v e r s a t i o n s w i t h d r i v e r s and m e c h a n i c s ? 

f ) o t h e r , p l e a s e s p e c i f y 

PLEASE T I C K APPROPRIATE BOXES 
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2 - 7 Does y o u r f i r m r e c o i v Q t h e f o l l o w i n g p u b l i c a t i o n s and 
do you r e g u l a r l y r e a d t h o s e r e c e i v e d ? 

a ) C o m m e r c i a l M o t o r ? 

b) Motor T r a n s p o r t ? 

c ) T r a n s p o r t ? 

d) Roadway? 

e ) F r e i g h t ? 

f ) T r u c k i n g ? 

g) T r a n s p o r t a t i o n 
J o u r n a l 

h) F o c u s 

i ) o t h e r t r a n s p o r t 
p u b l i c a t i o n s 
p l e a s e s p e c i f y . . 

Y e s , t h e y a r e 
b o t h r e c e i v e d 
and r e a d 
r e g u l a r l y 

Y e s , t h e y a r e 
r e c e i v e d b u t 
n o t r e a d 
r e g u l a r l y 

No. t h e y 
a r e n o t 
r e c e i v e d 

2 . 8 A p a r t f r o m r e a d i n g -trade m a g a z i n e s , do y o u k e e p up w i t h 
t h e t r a n s p o r t news i n any o f t h e f o l l o w i n g w a y s ? 

YES NO 
a ) a t t e n d c o u r s e s ? 

b) a t t e n d c o n f e r e n c e s ? 

c ) a t t e n d FTA, RHA o r o t h e r t r a n s p o r t 
o r g a n i s a t i o n m e e t i n g s ? 

d) t a l k t o v e h i c l e m a n u f a c t u r e r s ? 

e ) t a l k t o d r i v e r s a b o u t t h e i r e x p e r i e n c e s ? 

f ) o t h e r , p l e a s e s p e c i f y 

P L EASE T I C K APPROPRIATE BOXES 
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SECTION 3 

3.1 W h i c h o f t h e f o l l o w i n g d o y o u t h i n k I s m o a t a p p r o p r i a t e 
t o y o u r f i r m ? 

a ) We a r e a l w a y s l o o k i n g f o r t h e b e s t w a y s o f 
o p e r a t i n g a n d i m p r o v i n g e f f i c i e n c y . 

b ) We l i k e t o k e e p o n e s t e p a h e a d by p e r i o d i c a l l y 
c o n s i d e r i n g d i f f e r e n t w a y s o f o p e r a t i n g 

c ) I f o p p o r t u n i t i e s a r i s e we w i l l c o n s i d e r t h e m , b u t 
o t h e r w i s e we o p e r a t e o u t o f h a b i t u n l e s s s o m e t h i n g g o e s 
w r o n g . 

d ) We o n l y l o o k a t a l t e r n a t i v e w a y s o f o p e r a t i n g w h e n 
s o m e t h i n g g o e s w r o n g . 

. b . c , d 

SECTION 4 

4.1 W h a t a r e t h e MAIN o b j e c t i v e s o f y o u r f i r m ? 

a ) t o m a x i m i s e p r o f i t s 

b ) t o make a n a c c e p t a b l e l e v e l o f p r o f i t s 

c ) t o m a x i m i s e t u r n o v e r 

d ) t o a c h i e v e a n a c c e p t a b l e t u r n o v e r 

e ) t o m a x i m i s e g r o w t h 

f ) t o a c h i e v e a n a c c e p t a b l e l e v e l o f g r o w t h 

g ) CO m a x i m i s e v e h i c l e u t i l i s a t i o n 

h ) t o h a v e a n a c c e p t a b l e l e v e l o f v e h i c l e u t i l i s a t i o n 

1 ) t o m a x i m i s e r e t u r n o n c a p i t a l 

d ) t o a c h i e v e a n a c c e p t a b l e r e t u r n o n c a p i t a l 

k ) t o p r o v i d e a g o o d s e r v i c e 

1 ) t o p r o v i d e a n a c c e p t a b l e l e v e l o f I n c o m e 

m) o t h e r , p l e a s e s p e c i f y 

PLEASE T I C K APPROPRIATE BOXES 
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Do you h a v e 
a n n u a l t a r g e t s 
f o r t h e s e 
o b j e c t i v e s ? 
t n e c e s s a r i l y 
t t e n ) 
YOU T I C K NONE OF 
BOXES. PLEASE 

TO QUESTION a.3 

l e v e l o f l e v e l o f r a t e o f v e h i c l e r e t u r n on 
p r o f i t s t u r n o v e r g r o w t h u t i l i s a t i o n c a p i t a l 

_ | YES Q YES ^:s I ^ES 

Are t h e r e w r i t t e n 
s e t s f o r t h e s e 
i c t i v e s ? 

iow o f t e n a r e 
Cetfl r e v i s e d ? 

a n n u a l l y 

YES YES Y E S YES YES 

C A P I T A L EXPENDITURE CURRENT EXPENDITURE 
ps e x p e n d i t u r e c o n t r o l l e d Y E S . a l l Q YES, a l l • , 
w r i t t e n b u d g e t s ? Y ES. some O . NOQ] YES, s o m e Q . NOf ] 

I f YES some, p l e a s e I f Y E S some, p l e a a e 
s p e c i f y w h i c h s p e c i f y w h i c h 

I ^ - YOU ANSWERED NO TO BOTH, PLEASE GO TO QUESTION a. Zl 

pow f r e q u e n t l y a r e b u d g e t s 
s e d ? ( e . g . a n n u a l l y ) 

l^hen new b u d g e t s a r e 
u l a t e d a r e t h e y done 

ti s c r a t c h ? 

.en new b u d g e t s a r e 
u l a t e d a r e t h e y 
t e d by a c e r t a i n 
e n t a g e o v e r t h e 
i o u s o n e ? 

YES . NO Y E S . NO 

YES NO 
I 

YES j . NO 

ou a n s w e r e d NO t o b o t h c ) and d ) , how a r e b u d g e t s c a l c u l a t e d ? 

PLEASE T I C K APPROPRIATE BOXES 
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P L E A S E 
T I C K 
ONE 
BOX 

U.U Do you t r y 

a) t o m i n i m i s e a l l c o s t s ? 

b) t o k e e p c o s t s w i t h i n b u d g e t s ? 

c ) t o k e e p c o s t s a t an a c c e p t a b l e l e v e l ? 

d) o t h e r , p l e a s e s p e c i f y 

4 . 5 I f y o u r d e p o t i s p a r t o f a l a r g e r company. 

a) What p e r f o r m a n c e m e a s u r e s do h e a d o f f i c e m o n i t o r ( e . g 
t o n n a g e c a r r i e d p e r week, c a p i t a l e x p e n d i t u r e , n o n e ) . 
P l e a s e s p e c i f y 

b) A r e w r i t t e n c o m p a r i s o n s o f p e r f o r m a n c e l e v e l s made w i t h 
o t h e r d e p o t s i n t h e c o u n t r y ? 

YES , NO 

I F YOU ANSWERED NO PLEASE GO TO QUESTION U . 6 

c ) What p e r f o r m a n c e m e a s u r e s a r e c o m p a r e d w i t h t h o s e o f 
o t h e r d e p o t s ? P l e a s e s t a t e how o f t e n f o r e a c h . ( e . g . t o n n a g e 
c a r i e d w e e k l y ) . 

4 . 6 I n t h e p a s t y e a r h a v e you u s e d an o u t s i d e c o n s u l t a n t 
o t h e r t h a n a t a c h o g r a p h a n a l y s t ? 

YES . NO 

I f s o . p l e a s e s p e c i f y what f o r 

A 6 0 



SECTION 5 
i I I 

5.1 I s t h i s t h e o n l y d e p o t i n y o u r f i r m ? YES j , NO 
I F YOU ANSWERED YES, PLEASE GO TO QUESTION 5-3 

5.2 a ) How many d e p o t s d o e s y o u r f i r m h a v e ? 

b) A r e t h e y l o c a t e d n a t i o n a l l y o r J u s t i n t h e S o u t h 

W e s t ? 

N a t i o n a l l y , J u s t i n t h e s o u t h West 

c ) Are t h e y l o c a l l y o r c e n t r a l l y c o n t r o l l e d ? 

L o c a l l y 

d ) l a t h i s d e p o t h e a d o f f i c e ? 

, N a t i o n a l l y , B o t h 

Y E S , NO 

e ) Does he a d o f f i c e do a n y o f t h e f o l l o w i n g ? ( y o u r 
d e p o t i f t h i s l a h e a d o f f i c e ) 

I ) s e t y o u r p e r f o r m a n c e t a r g e t s 

I I ) s e t y o u r b u d g e t s 

I I I ) a n a l y s e y o u r p e r f o r m a n c e d a t a 

I v ) s p e c i f y t h e number o f v e h i c l e s y ou may h a v e 

v ) s p e c i f y t h e number o f p e o p l e you may employ 

v i ) s p e c i f y t h e make o f v e h i c l e y ou may ha v e 

v i l ) a p e c l f y t h e k i n d o f c o a t i n g you do 

5.3 I s y o u r d e p o t s p l i t f o r m a l l y i n t o d e p a r t m e n t s ? 

YES . NO 

I f YES, how many d e p a r t m e n t s a r e t h e r e ? 

5.4 How many v e h i c l e s o v e r 3-5 t o n n e s GVW a r e t h e r e 

a ) i n y o u r f l e e t 

b ) i n t h e t o t a l c o m p a n y f l e e t 

PLEASE T I C K APPROPRIATE BOXES 
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5.5 How many e m p l o y e e s a r e t h e r e 

a ) m t h i s d e p o t 

b) i n t h e company 

SECTION 6 

6.1 I S y o u r f i r m a t l e a s t p a r t l y owner_;nana=e07 

YES . NO I I 

,.3 X. V=S. a ) . o e a . o r e t . a n o.e »e..er o. t . e o w n l n . 
f a m i l y work h e r e ( i n any c a p a c i t y . 

\ NO YES 
t» d o e s t h e owner manager work h e r e f u l l t i m e ? 

I 1 YES| I . NO I j . 

6 - 3 What k i n d o f f i r m i s y o u r f i r m ? 

a ) a p r i v a t e u n l i m i t e d compajiy? 

b) a p r i v a t e l i m i t e d company? 

c ) a p a r t n e r s h i p ? 

d) a c o o p e r a t i v e ? 

e-) a p u b l i c l i m i t e d company? 

f ) o t h e r , p l e a s e s p e c i f y 

6.a What was l a s t y e a r s a n n u a l t u r n o v e r ? 
,n I 1 . £l/2 ni but l e s s t h a n L H 

2 m but l e s s t h a n ^ 5m ( _ 
up t o t 1/2 m i l l i o i 

3S t h a i 

r e 1 

.m 

feilm but l e s s t h a n . 2m . ̂  

^ 5m o r mo 

6 5 D i d y o u r f i r m ^ m a k e a n e t p r o 
Y E S l _ l . NO I 1 . 

I f s o . p l e a s e s t a t e how much 

f i t l a s t y e a r ' 

PLEASE T I C K APPROPRIATE BOXES 
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SECTION 7 

T h a n k y o u f o r c o m p l e t i n g t h e ab o v e Q u e s t i o n s r e l a t i n g t o t h e 
f i r m . Now t o f i n i s h , p l e a a e would you f i l l i n t h e p e r s o n a l 
d e t a i l s below. May I r e m i n d you t h a t a l l t h e i n f o r m a t i o n 
w i l l be t r e a t e d i n t h e s t r i c t e s t c o n f i d e n c e , 

7*1 At what age d i d you l e a v e s e c o n d a r y e d u c a t i o n ? 

7.2 How o l d a r e you now? 

l e s s t h a n 2 0 2 0 - 2 9 n 3 0 - 3 9 

5 0 - 5 9 . 6 0 o r more 

7.3 What e d u c a t i o n a l Q u a l i f i c a t i o n s do y o u h a v e ? 
a ) C.S. E . a 

b) *0' l e v e l s 

c ) 'A* l e v e l s 

d ) d e g r e e 

e ) m a t r i c u l a t i o n 

f ) H i g h e r S c h o o l C e r t i f i c a t e 

g) none 

h ) o t h e r , p l e a s e s p e c i f y . . . . 

7 . i l What t r a n s p o r t q u a l i f i c a t i o n s do y o u h a v e ? 

a ) C-P.C 

b) M.C.I.T. 

c ) F . C . I . T . 

d) none 

e ) o t h e r , p l e a s e s p e c i f y 
7 - 5 How l o n g have you been w o r k i n g i n y o u r p r e s e n t p o s i t i o n 

i n t h i s f i r m ? 

7.6 How l o n g have you been w i t h t h i s f i r m ? 

7.7 How l o n g have you been i n t h e t r a n s p o r t b u s i n e s s ? 

THANK YOU VERY MUCH FOR COMPLETING T H I S 
QUESTIONNAIRE. 
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APPENDIX 

COVERTNG L E T T F P SENT WtTH THE QFPC^ AMD 

QTTESTTONNAIRE TO THE 18 OPEPATOP? 

D**^ir 

F o l T o w l n c mi' vtf f f t o -.,.....,..,.>,. y<»ar when I 

s p e n t some t i m e o b s e r v t n s y o u r operflt-ion*5, T am now 

«t^ge when I woi.Jld v ^ r y much T i k e t o r:.9i<-* up y o n r k i n ^ i n^'fe^-* 

o^ f u r t h e r * a s s i s t a n c e . To t h i f ? enri, T e n c l o s e s 

q u e s t i o n n a i r e and c o s t i n g , ' ' r ^ l <^lns fsl.rau^ «»tlon . T w-r^ul^i 

a p p r e c i a t e I t I f you y o u r s e l f w o u l d c o m p l e t e t h e 

q u e s t i o n n a i r e and ^^ould p a s s t h e plmul^»tlon on t o t h e 

p e r s a o n / p e o p l e who n o r m a l l y ^ e a l wt t h t h e c r ^ ^ t l n s and p r J o l n z 

f o r them t o oomplei-e. 

As y o u may r e c a l l , I: am r e s e a r ^ r h l n s t h e ^ccr\cm^ 

c o n s e q u e n c e s o f h e a v y 2^>o<1s v e h i c l e s I n t h e -5o»ith West; *i 

m-**Jor p r o j e c t funrted by Devon Ei1>JC9.tt en ^ M ^ h o r l ^ y ^ r ^ l 

^•Mpporred hy b o t h t h e P.HA -3r\^ t h e ETA. H a v i n s ob*s^n«»'^ ° 

ZOO'A un'lerssr an'l'* n2 o f t h e o p e r ^ t l - ^ n ? o f h ^ v l l e r * ? "r^rp '"y 

v l s t ' i t ? ? , T ^TT! r>riM i'r*y.'f*^3 tt5 r e ^ ^ t e •'rn?p**T'^T o"*?*** 

and prtA<a« to f =*ctor-=' wl^»^ln t h e ^ t r * n . Th-* ̂  ' • ' • ' i , ' ! 

p r e d i c t i o n ? •**c mJ5id^ o f tT:*^»n?poz"*** -c?'"*" «sî '̂  p t ^ l * * ^ î,?"'«• •̂ '̂̂ ^̂  

r e s M l t l n s fro-n p r c p o s e r l ch-^n^e? It^ l e ^ l ? 1.-a.*-1 . 
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t:lSf?ref<̂ r©, be. o f g r e a t hen^sf i t t o tm Kaa.l s^c* inr'n*? 

T oaW a s s u r e ypn t^Ka*: I n f o r m a t i o n you g t v - a v / i i l fci^ 

t r e . ^ t e i l i n t h e s t r l c t . e s t i ; conf i d e n c e ori^ th^*^ i !b*S' 

p o s s i b l e I d e n t i f y t n d l v i c i n a l t>.<iu-tiers, I n c i n y rftp<>r^B> T^ft; 

sample: o f I B makes i t y:^;rj^ i m p o r t a n t thist ALL f i r m s h b r n n-iet*! 

ttie e v f t r c i ^ e ; f a l l M r e t o dp so by Juf:*" one f i r m ^ !6'il(i' rv*" 

t:h> v?fip^;le rr^o^ect- d^Qpacdy, t M O U I ^ FJipo ^i?k y'o'i t o 

r4*tyrn I't wi t h i n 4 >w«iflikj i f ;roiff s i i ^ r < » v 
•L.l 

A ^ ? resnX'ts :of th?* eM^*»'!tse w i l l bft ft'sp't r r ^ yr̂ M 

jSnd you in a y V o f c o u r s e , f i n d t h a t epmpl*»tipr! of ••K̂  axerci>.? 

l a o f v a l u e t o ij^burs<5lves. 

Shboid ifou^ have ariir ' i n e r i e s o r prob.1,*ma con'^ernlns: tti.e 

e^<,'?rei^se, ri«ase; dp n:ct h<5Sitate to o^n^B.^^*^ me J»r <>>3cv̂  

nnm^eri 

Thankypu in. a'n^l.cii^ation 

Voiirs :slncjftrf»iy 
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APPtWDIX 5 

REGnESoIOWS TRCn SHALL SCALE: SURVEY 

T H E R E G R E S S I O N E Q U A T I O N I S 
C I = 3 4 5 - 1 4 3 C a - 5 5 . 5 C 5 - 2 5 . 5 C 6 -• 9 5 . 3 r 7 ^ 7 8 . 7 CP. •-• ^ ^ 2 . 5 C 9 

t o i C I O - 7 . 1 n i l 

3 T . D E V . 
C O L U M N c o E F r t c r e N T or C O E . - . C O E F / S . fy-

3 4 5 . 0 ' ^ 5 1 . i J 
(' 4 - 1 4 3 . 1 5 21 • 6 . 5 3 
C 5 - 5 5 . 4 5 i 2 . 4 3 • 4 . 4 4 
C6 " 2 5 . 4 5 1 2 . 4 3 -2. 0 4 
C 7 - 9 5 - 3 2 2 4 . 32 - 3 . 36 
ca 73. 7 3 1 7 . 4 4 4 . 5 1 
C9 1 7 . 36 X- . 

C1 -0 - 1 0 0 . 9 1 1 1 . 5 6 
Ci 1 -7. '0 '^ 1 1 . 5 6 - 0 . 6 1 

3 " 9 , 0 3 5 

R-SQUARED = 9 9 . 0 PERCENT 
R-SQUARED = 9 4 . 9 PERCENT, ADJUSTED F O R D . F 
C o n t i n u e ? 

A N A L Y S I S O F V A R I A N C E 

DUE TO DP 3 8 M 3 = 3 S / D F 
REGRESS:ON 
R E S I D U A L 2 1 6 3 . 3 3 1 . 6 
T O T A L 1 0 : 6 H 6 . 5 

FURTHEF". ' A N A L Y S I S 0^^ V A P l r ^ N C E 
33 E X P L A I N E D E A - ' H •^AP:ABi.^ ^JKFN rMT^PEf; i:-: T M E Q i - ' D E F 

DUE T O DP 
REGP.-ESS I O N H ' 3 - - : ' ; Z . "• 
C-; : ~ 3 ~ ": . • 
C 5 : : : . 
u 6 I "9^^ . -• 
C 7 I - I - . - - -
L S ; . 
c ? I • • 
C i'!' I - - -3 '^ • 
C I 1 : -

I I f - V I 

D U R c i T N - w A rrir-M \\ F A T 1 3 ; i c 

M T 

O U R o L N - W . .: s T A 
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THE REGRESSION EQUATION I S 
C l = 319 - 134 C4 -• 50-3 C5 - 20.3 C6 - 8 4 . 0 C7 + 74.0 C8 - 34.7 C 

ST. DEV. T-RATIO = 
COLUMN C O E F F I C I E N T OF COEF. COEF/S.D. 

319-00 2 5 . 4 3 12.54 
C4 - 1 3 4 . 0 0 13.93 .62 
C5 - 5 0 . 3 3 3 3.262 -6.09 
C6 - 2 0 . 3 3 3 3.262 -2.46 
C7 -84.00 1 3 . 9 3 - 6 . 0 3 
C8 74.00 13.93 5.31 
C9 -34.67 1 1 . 0 5 -3.14 
C 1 0 -99. 3 3 I 0.03 -9.90 

S ^ 3-042 

R-SQUARED == 9S. :̂  -"ERCENT 
R-SQUARED = 9 6 . 0 RE-'CENT, - ^ ' . . H J S T T O FOr-- D , F . 
C a n t i n u e ? 

c s 7 4 . 0 ' : ' 1 3 . - - 3 
C9 -34.67 I I . 0 5 -3-14 
C 1 0 

S = S.042 

P";5QUAREP . 3 PERCENT 
- • ^ r . | i A R E D • *^A .r: P E R C r r J T . . . . n j t - S T r r ^ r n r 
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THE REGRESS ION EQUATION I S 
C3 = 213 - 75. 4 C4 f- 6.6 C5 - 36.4 C6 -- 89.5 C7 -t- 62 

- 45.7 CIO - 18.3 C 1 1 

ST. DEV. T - R A T I C = 
COLUMN C G E F F I C l E N T OF COEF. C0EF/3.D. 

2 1 3 . ' j 177.7 1 . 20 
C4 -75.36 76. 36 9 ? 
C5 6. 64 -^3. 40 0. 15 
Co -36.36 43.40 -0.84 
C7 - S 9 . 4 5 3 6 . 2 9 -1.04 
C8 62- 13 60.64 1.03 
C9 -4R. M'? . 1 1 - r i 7 Q 
C 11.*) - 4 5 . 7 3 40.18 -1.14 
C i 1 -18,27 40.13 -0.45 

S = 31.41 

R-SQUARED = 76.0 PERCENT 
R-5QUARED = 0.0 PERCENT, AOJU STED FOR D.F. 
Cont i n u e ? 

ANALYSIS OF VARIANCE 

DUE TO DF SS nS=5S/DF 
REGRESSION 3 6 2 5 5 . I 7S1 . 9 
RESIDUAL 2 1973.5 . 986. 7 
TOTAL L 0 S22S- 5 

FURTHER ANA L Y S I S OF VARIANCE 
5S EXPLAINED FACfi VAP [ AK-̂ LiT •'JHEN ENTERED IN THE OR 
DUE TO OF S:-

REGKl^-IS ION 8 -.1-55. 1 
C-i 
Czf I 3361.'' 
L 6 1 30. 
r ~ 1 i . o 

' •...*' 

2 C8 - 43.6 C 

Ol.."n.& i N I'JA"'i.'Ci' i .3Tr- ! i .5T [;, ; 

.-iTo 

l" '"'I") J. .',1 . -;. ~ 
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APPEINDIX 6 

Q U C S T I O M N A I R E : FOR L A R G E S C A L E : S U R I / E Y 

PLYMOUTH POLmCHNIC 

DEPARTMENT OF SHIPPING & TRANSPORT 

Are Che v e h i c l e s I n your f i r m used 

(a) Wholly or o a l n l y f o r h i r e or reward? 
(b) V h o l l y or o a l n l y f o r own account? 
<c) Wholly or o a l o l y f o r c o n t r a c t h l r e / l e a a e Co 

other companies? 

3. 

PLEASE TICK 

ONE BOX 

How oany v e h i c l e s of ac le a s t 3.5 tonnes CVU are based 

(a) At t h i s depot? 

(b) In the t o t a l company f l e e t ? 

Do you consider your f i n s t o be 

Ca) I n t e r n a t i o n a l ? 
Cb) National? 
(c) Regional? 

PLEASE TICK 
ONE BOX 

Do the owners of your f l n a play an a c t i v e p e r t I n I t s management? 

^ 1 "0 j — j ^ PLEASE TICK ONE BOX 

Vh3t do you consider t o be the MAIN objecclve^^ of your f i r m 

Haxlmlae Acceptable l e v e l 

P r o f i t s 
Turnover 
Growth 
Return on c a p i t a l 
Service to customers 
Income 

PLEASE TICK 
APPROPRIATE 
BOXES 

Over Che past f i n a n c i a l year how would you describe yoOr company's o v e r a l l performance on U s major o b j e c t i v e s ? company s o v e r a l l 

(a) Very successful 
(b) F a i r l y successful 
(c) F a i r l y unsuccessful 
(d) Very unsuccessful 

PLEASE TICK ONE BOX 

1. Does your f i r m have 

(a) V r l c t e n budgets f o r Craneporc expenditure? 

(b) W r i t t e n t a r g e t s f o r t r a n a p o r t o b j e c t i v e s ? 

YES NO 

3 

PLEASE TICK 
APPROPRIATE 
BOXES 

FOR OFFICE 
USE ONLY 

SI 

i3<l 
11 

12 l b 

17 I I 

19 :o 

I 21 WMM 
'•'\ ̂  IXI 1X1^ 

33 

A69 

r . T. 0, 

1. 



9. 

10, 

11 

12, 

Does your f l r o accempc Co f i n d ouc 

(a) Che cransporc coses of ocher cransporc providers? 

(b) Che cranaporc races of ocher cransporc providers? 

YES NO PLEASE TICK 
APPROPRIATE 
BOXES 

HULTI DEPOT FIRMS ONLY 

Does head o f f i c e analyse depoc perforoance daca (e.g. coses per conne of goodi 
transporeed. cocal connage c a r r i e d , ecc.)? 

YES PLEASE TICK 
ONE BOX 

FOR MAINLY OWN ACCOUNT FIRMS ONLY 

How oany coopanies. I f any. make goods which you consider Co be I n d i r e c t 
compeclClon wlch yours? 

Vhac l a your f l n a ' s naln produce' 

FOR MAINLY HIRE OR REWARD FIRMS ONLY 

Hov many companies. I f any, do you consider co be I n d l r e c c compeclClon 
wlch yours? 

Would you describe che l e v e l of oucslde coopeciclon faced by your f i r m as being 

(a) Excremaly Incense 
(b) Very Incense 
( c ) F s l r l y Incense 
(d) Noc very Incense 
(e) Non evlscanc 

PLEASE TICK ONE BOX 

How would you describe Che present scace of cho UK economy as f a r as your company 
Is concerned? 

(a) Ejtcremeiy healchy 
(b) Very healchy 
( c ) F a i r l y healthy 
(d) F a i r l y depressed 
(e) Very depressed 

PLEASE TICK ONE BOX 

13.(s) Does your f i r m c a l c u l a c e I t s cransporc cosCs? 

I I 1 NO YES 

IF 'SO* PLEASE CO TO QUESTION 15. 

PLEASE TICK 
ONE BOX 
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13.(b) Vhen c a l c u l a t i n g your cransporc c o s t s , which of the f o l l o w i n g do you take 
I n t o account as a separate cost i t e o and how often? 

D a l l y Weekly Mor.thl; Q u a r t e r l y A n n t i b l l y 

Licences 
Insurance 
D e p r e c i a t i o n 
Garage wages 
D r i v e r s ' wages 
Overheads 
Vehicle h i r e 
I n t e r e s t 
I n f l a t i o n 
Equipment 
Puel 
O i l 
Tyres 
Maintenance 
Accidents 

I 2 3 

PLEASE TICK APPROPRIATE BOXES 

U. Do you c a l c u l a t e your t r a n s p o r t costs on 

(a) an I n d i v i d u a l v e h i c l e basis? 

(b) a per weight category of v e h i c l e 
basis (e.g. a l l 16 tonners coablned) 

(c) a per type of v e h i c l e basis 
(e.g. s l l a r t i c u l a t e d v e h i c l e s 
combined) 

(d) an aggregate basis (costs of 
a l l v e h i c l e s together) 

(e) o t h e r , please s p e c i f y 

PLEASE TICK 

ONE BOX 

15.(a) Please acace the CVW and c a r r y i n g c a p a c i t y of the l a r g e a t v e h i c l e under your c o n t r o l 
( e x c l u d i n g abnorcial load c a r r y i n g v e h i c l e s ) 

C a r r y i n g c a p a c i t y 

(b) How ouch would I t coat you to t r a n s p o r t a f u l l load t o a d e s t i n a t i o n LOO miles 
froD your depot and r e t u r n empty ( i . e . 200 mile round t r i p ) using t h i s 
v e h i c l e ? 

Would t h i s cost be f o r a f u l l load by weight or volume? 

Weight I I Volume | 2 

P.T.O. 

A71 

72 

86 
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X X 
X X 
X X 
X X 
X 
X X 
X X 

37 

100 

lUL 102 

103 10 

M o n 10 

109 \ \ \ 
lis 

113 



17. Whac educaclonal q u s l i f I c a c l o n s do you have? 

(a) C.S.E's 
(b) '0' l e v e l s 
(c> 'A* l e v e l s 
(d) Degree 
(e) H a c r l c u l a c l o n 
Cf) Higher School C e r c i f l c a c e 
Cg) None 
(h) Ocher (please s p e c i f y ) 

L8. I n which councy i s your depoc based? 

Conmencs; 

THANK YOU FOR YOUR HELP 

(a) Avon 1 
(b) Cornwall 2 
(c) Devon 3 
(d) Cloucescershlre 
(a) Somerset 5 
( f ) W i l t s h i r e 6 
(8) Dorset 7 
(h) Hereford & Worcescer a 
(1) Salop 9 
(J) S t a f f o r d s h i r e 10 
(W) Warwickshire 11 
(1) West Midlands 12 
ta) Other (please s p e c i f y ) X 13 14 
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Please c l c k a p p r o p r i a t e 
box/boxes 

i l 5 

Plesse c l c k one box 

117 

120 

125 



COIZERÎ G LETTE?̂  fCH LARGE: SCALE SURVEY 

Plymouth 
Polytechnic 

Oirecior: R.F.M. RobOms. 3Sc. PhO. CChem. FRSC 

Drake Circus. Plymouth. Devon. PL̂  3AA. 
Phone. (0752) 2131 2 Telex. a5423 PPLRC: 

Faculty of Maritime Studies 
Dean; Processor D.H. Moreby. Ex.C. Ph.D.. FN). 
Phone: (07521 264661 
Faculty Officer. Mrs. Suzanne Toian 
Phone:(0752) 264673 

Reply to: Sharon H a l l e t c ( E x t , 5219) 
Ouf ref: 
Your re*: 
Date: February 1986 

Dear S i r , 

I t would be g r e a t l y appreciated i f you would spare a few minutes to 
complete the enclosed questionnaire which forms part of a major research 
p r o j e c t done i n a s s o c i a t i o n with the FTA and RHA int o the c o s t i n g 
procedures of transport operators. 

At present government p o l i c y makers and academics have l i t t l e knowledge 
of the costing methods used by transport operators and thus must make 
important d e c i s i o n s based on unrepresentative data. T h i s study hopes to 
go some way towards r e c t i f y i n g t h i s s i t u a t i o n . 

The accuracy of the r e s u l t s depends on the number of completed q u e s t i o n n a i r e s 
returned, so please r e t u r n the completed q u e s t i o n n a i r e as promptly as p o s s i b l e 
Whether your company i s large or small, your r e p l y I s of equal importance. 

I can assure you that a l l information w i l l be tr e a t e d i n the s t r i c t e s t 
confidence and that your i d e n t i t y w i l l remain t o t a l l y anonymous. 

A prepaid envelope i s enclosed for your r e p l y . 

I f you have any questions concerning the qu e s t i o n n a i r e , please do not 
h e s i t a t e to contact me at the above number. 

Thank you for your help. 

Yours f a i t h f u l l y . 

Mrs. S. H a l l e t t 
Research A s s i s t a n t 
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ho r e f f r e a s l o n e q u a t i o n i a 
61 - 3 5 . * I U . 2 a . - 7.2a ^ 

• A.52 g 
6. 5U c 
15.a i - 2.60 h 

12 c a a e s u s e d 16O c a s e s c o n t a i n m l s s l n s v a l u e a 

r e d i c t o r 
o n a t a n t 
a 
b 
c 
d 
e 
f 
g 
h 
i 
J 
k 
1 

- 0-780 ^ 
• i a , 8 j 

- 0.11 a 
* 3.67 k 

* 1.07 f 
* 9.15 1 

• 31.81 

t n t i n u e ? 

C o e f S t d e v t - r a t i o 
35.36a 9.7oa 3- 6a 
lU.185 a. 395 3. 23 
-7.236 7. 667 -0. 9a 
6. 537 3. 883 1. 68 

0.7802 0.1839 a. 2a 
-0.109 3.6a8 -0. 03 
1. 069 ti. 038 0. 26 

-a.52^ a. 289 -1. 05 
-2.602 a. 00a -0- 65 
15.800 5.151 3. 07 
Itt.805 a. 118 3. 59 
3.67^3 0.3052 12. oa 
9. 15a a. 686 1. 95 
R - s q • 61.ox R- 8 q ( a d d ) = 59 

= 31.81 R - s q 

m t l n u e ? y 
l a l y a l a o f V a r i a n c e 

61. OX R - 3 q ( a d J ) 59. ax 

iURCE OF 
g r e a a i o n 12 
•ror 299 
>ta l 311 

JURCE 
a 
b 
c 
d 
e 
f 
9 
h 
i 
j 
k 
1 

DF 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

SS 
a72a2a 
302523 
77a9a6 
SEQ SS 
105078 
21833 
170a 

95353 
557 

358a 
123 

3219 
3738a 
a9629 

150096 
3861 

MS 
39369 
1012 
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S T E P 1 2 3 a 5 
CONSTANT 97 a9. 33 73 32. 38 30. 62 30. a i 
k a. 9^ u. 52 a. 05 3. 96 3. 68 3. 63 

T-RATIO 17. au 15. 98 13. 87 13. 81 12. 25 12. l a 

d 0. 95 0. 90 0. 8U 0. 88 0. 75 
T-RATIO 5. 21 5. 05 a. 85 5. 08 a. 17 

J 19 . U 17 . U 15 . a lU . 5 
T-RATIO a. 71 a. 28 3. 77 3. 56 

i • 18 . 3 19 .7 17 . 0 
T-RATIO 3- 70 4. 02 3. 39 

a 11 . 7 lU . 5 
T^RATIO 2. 92 3. a7 
1 10 . 0 

T-RATIO 2. 23 
S 35 . 5 3U . 1 33 . 0 32 . 3 31 . 9 31 . 7 
R-SQ U9. 52 53. 61 56. 73 58. 58 59. 70 60. 3a 
C o n t i n u e ? 
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HE5IDUAL PLOTS 
s t e n d a r d i s e d 

r e s i d u a l s 

C71 
— 2 41 * * 41 * 2 
— m m 3 2 2 1. 5-̂  « m * 41 41 4t * 4c 4t 

- m 2 2 2 2 2 6 2 2 « 
— « •3 4i * 2 a 2 2 2 2 2 3 a 4t a 3 2 * 4t 
— 3 m 4t * 3 6 * 3 2 41 7 3 4c 2 0. 0* a 4t 2 3 3 » a 2 4t « 5 m a 2 
_ m 2 3 * * 2 2 4t 8 4c 4e m 4E * 4t a 3 4c a « 5 m 2 a « m 2 2 3 2 « 2 — m 41 3 * m 5 * 4t 4t a 3 2 4C 
— 2 3 3 2 4c 5 « 4c 

1.5 + 2 2 * m m m 2 41 * 2 — * 41 2 
- m * 41 m 4C 3 

« 

5. 0 10. 0 15- 0 20. 0 25. 0 
ca 

160 \/5hici6 c a r r y i n t ^ c a p a c i t y 
MTB > 

s t a n d a r d i s e d 
r s s i d u a l s 

3 . 0 
C71 - 4c 

- 25* * 
2*2 * * 

1.5* 34t 4e 4e4c 4t « 
- 285a** 4c 

•..54C4C 

- *aa722* 2* 
- *-»-5a22**** *« 
- **87 3 **2 
- 978*** 41 

• • «* 4C4C 
- 2-23 * 

-1.5* 632 2 
* 2 

- 232 
m 

m m 

m « 

MTB > 
O 

N4C 20 ao 160 60 80 C3 
100 
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stcndardi-3 = -
re3ic!u=?ls 

3.0+ * 

1 - * 
9 

- 4 5 
1 . 5 + 3 6 

- + + 
- 6 + 
- + + 
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- + 8 
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- * 7 

0.00 0.20 O- 40 0.60 " O- SO 1.00 
^ N* = 160 g e o g r a p h i c a l coverage 
B > s t a n c a r c i s e d 

r e s i d u a l s 
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s t a n d a r d i s e d 
r e s i d u c i s 

: 7 i 

3. 0+ • 

- a 
- a 

1.5* 6 
- • 
- 9 
- 9 
- •4-

0.0-*- • 

-1.5* 5 
- * 
- 3 
- m 

o.oo 0.20 o.ao 0.60 o.ao 
N* - 160 ^^^^ °^ ^̂ '̂̂  

1. 00 

TB > 

C66 
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CUniiSl ATIOM f-iATlUX 

Con t I n u e ? 

a 0.188 
tj 0.0a2 -0.027 
C 0.060 -0.110 
d : -0.016 O.028 
Q -0.030 -0.017 
f. 3 -O. 123 -O. 172 
g. 0.128 -0.109 
h o.ooa -0.119 ".Awj u.i.i*i£ -o.om o.i35 o.093 0.187 

X . i 0.276 -0.006 -0.059 0,170 -0.019 0.076 -0,018 o.ia6 
yD j . 0.377 -o.oa3 0.007 0.300 o.oa9 0.078 0.020 0,250 

k -0.252 -0.215 0.108 O.'A'^i n n«;5 n i r . i '̂  0.162 

t c3 c55 c57 c56 c58 c68 c62 ca8 c70 
c d 8 f 9 

-0.oaa 
-0.080 -0. 020 
-0.028 0. 089 -0.006 
0.113 0. 071 0. 02a 0. o i l 
0. 076 0. 188 -0.020 0.107 0. 089 0.103 0. ia2 -0.oia 0.135 0. 093 -0.059 0. 170 -0.019 0. 076 -0, 018 
0.007 0. 300 0. oa9 0. 078 0, 020 
0. 108 0. 331 0.052 0. 101 0. 171 

i . 
0.213 J 

J ' 0.175 0.3fi9 
l< 0.29a 0.190 0.118 


