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Is Productivity Hurting Your Business? 
 

 
 

WE JUST DON’T SEEM TO GET IT! 

 

Years ago manufacturers learned that success and profitability weren’t dictated by how many products 

they PRODUCED, but by how many products they SOLD.  Manufacturers have learned to balance 

capacity, and retailers learned to balance inventory based on customer demand.  Sounds pretty 

obvious.  Why then do many trucking companies continue to spend money on capacity that they’re 

not using? 

 

The definition of success for trucking companies is not how many trucks you have, not how many 

drivers you employ, not how much warehouse space you have, but how effectively you are using 

those assets. 

 

Yes, it’s a tough business.  Sometimes things you can’t control get in the way: 

 

 Fuel costs that are low today, but are going to go up 

 Government regulation can be burdensome and arbitrary 

 Regulations are requiring companies invest in new and sometimes expensive technologies 

 Shippers are increasing demands greater operating transparency and accountability 

 Freight demand seems to change from quarter to quarter 

 Competition for loads is a reality 

 

But there is one thing you can control – PRODUCTIVITY! 

 

It’s the one thing that is most responsible for the success of your business. 

 

That doesn’t mean having more trucks operating.  It does mean increasing your Return on Investment, 

or simply, increasing Revenue per Day per Operating Truck.  For the most part that is a logical 

statement and owners of trucking companies would agree.  However, there is still not a “sense of 

urgency” needed to make it happen. 

 

Look at it this way:  New trucks can have a 700,000-mile warranty.  They can run 24/7 only requiring 

to be idle 2 to 4 hours every 25,000 miles for an oil change.  That is the way they are designed and 

until we start using them that way, they are underutilized.   

 

There was a great sense of urgency when the industry was entering the recession.  In 2008 and 2009 

carriers invested in improved technology and better quality management at a higher rate than they had 

in the previous 20 years.  But something happened when freight demand started to improve in 2010.   
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The recession had taken its toll on the industry with weaker carriers unable to weather the financial 

difficulties.  This fall out resulted in a significant decrease in overall freight capacity.  This 

environment, coupled with increasing demand on the part of manufacturers and retailers resulted in a 

“seller’s market” for a period of four years.  Capacity shortages and increased demand resulted in 

increased rates and those surviving carriers were able to generate increased profits and improved 

operating ratios.   

 

The lingering effects of the recession, however, made fleet owners risks adverse and rather than 

investing those increased profits back into their businesses they were more prone to hanging onto the 

cash. 

 

The problem was that the profits were typically 2-4% net before tax and that is too low for a capital 

intensive industry like trucking to survive in the future.  Over the years most carriers have come to be 

satisfied with that level of profit.  It takes over 6% NBT profit for the typical for hire dry freight 

carrier to show a 10% ROI (return on investment) and there is nothing great about that.  (Truckload 

industry net before taxes profits should be between 8% and 10%.)  Unlike most industries (especially 

manufacturing) the trucking industry did not appreciably increase productivity per truck during the 

recession or after it. It would have been logical to do so since it would not require buying more trucks, 

just getting more revenue miles out of the ones they had. 

 

Let’s look at the contributing issues.  

 

PROBLEM #1 - DRIVERS 
 

The driver shortage is, simply stated, the most serious long-term problem in the industry, and we have 

yet to define a solution. This issue has been largely ignored in recent years as recession reduced 

shipping demand and consolidation reduced the number of fleets. Yet the problem remains: We need 

more drivers and it is up to each individual carrier to solve the problem. 

 

Realistically there are two problems: 

1. Attracting new people into the trucking industry as drivers. 

2. Reducing the high turnover rate once we get them. 

 

During the recession turnover dropped drastically, but reports for 2015 show that it is back up near 

100% for many carriers. The two issues are somewhat of a “Catch 22”.  If we attract new sources, like 

exiting military, without solving the basic problem that contributed to the shortage it the first place, 

we will be back to the “churn and burn” retention issues that have plagued us for years. 

 

It seems to me that these are the kind of issues that require the full resources of our industry and state 

associations.  There has been significant effort by various organizations to improve the image of 

trucking, to assist in recruiting ex-military personnel, and to change regulation to enable younger 

drivers.  But more needs to be done.  

 

Previous white papers (Trincon.com/whitepaper) have covered a variety of issues related to the driver 

shortage, and conclude that solving this problem will require a significant investment. In addition to 

more attractive wages and benefits, the industry must invest in more and better driver schools, human 

http://www.trincon.com/whitepaper/
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resource management, driver training, orientation and methods of organizing driver domicile to 

maximize home time. But where will the money come from?  

 

It won’t come from shippers through increased rates. They have known for years that the trucking 

industry operates with an excess of underutilized trucks. There are too many fleets operating trucks 

inefficiently. That means it has been and will continue to be a “buyers’ market.” 

 

PROBLEM #2 - TRUCK PRODUCTIVITY 

 

Let’s look closely at the issue of underutilized trucks and, most importantly, understand what that 

really means. After all, the industry is starting to talk about increasing utilization. We read opinions 

from major investment firms and industry associations, all discussing the need for increased 

productivity. The troubling fact is they interpret “productivity” as manned versus unmanned trucks, 

and not whether trucks are “fully utilized.” 

 

During the past three years of industry consolidation, there has been only a minor increase in 

individual truck miles (productivity). There are fewer trucking companies, but the same number of 

trucks. This minimizes the “economy of scale” normally achieved in consolidations and does not 

remove pressure on companies or the industry to meet the same driver need. 

 

With slow improvements in the economy and lower fuel costs, the industry has begun to experience 

increased profits. Demand is up and shippers are paying higher rates. Shippers are concerned about 

relationships since there may not enough available trucks in the future. Overall, this will create new 

carrier entries in the industry, and through it all, trucks are still underutilized. The level of profit is 

still not sufficient to sustain the investment required to solve major problems.  

 

What makes trucks any different than buses, trains, planes and ships? Nothing. They perform the 

same function. They are treated as ‘capital investments’ in the tax laws because of their cost. They 

generate revenue and they are expensed using depreciation over their useful life. Let’s underscore that 

point: Trucks are the same as buses, trains, planes and ships. 

 

When was the last time you had to get off a bus, train, plane or ship because the person operating the 

vehicle ran out of working hours?  It doesn’t happen. Using a trucking term, they “slip seat” the 

vehicle with another operator. So why don’t we slip seat trucks? There is only one reason: 

Management and ownership are stuck in the same mindset and habits of the past. 

 

DYNAMIC ECONOMIC FORCE #1  

 

The first dynamic force is the result of economics and tax laws. Consider this:    

 

 Trucks can be depreciated over three years. They are the only capital item in the tax code that 

allows that kind of accelerated depreciation.  

 Trucks commonly have a warranty life of 700,000 miles.  

 You should operate trucks 700,000 miles in three years if you want to maximize revenue, 

minimize expense and pay less tax on your profits. 

 You cannot drive a truck 700,000 miles in three years with one driver.  
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Companies that learn to fully utilize their trucks will make more money than those who don’t. That’s 

an economic fact, but the pressures created by the driver shortage and new hours-of-service rules have 

obscured it. Prior to the new rules it was obscured by the weak economy. The fact is, most truckload 

fleets have about 5% of the trucks parked due to no drivers.   

 

Most small and medium size carriers do not know how to take advantage of equipment exchanges, 

(IRS Tax Code 1031) and thereby defer and eliminate income taxes on asset gains during a trade or 

scheduled fleet upgrade.  The rules can be applied to trucks and trailers and over the lifecycle of the 

new equipment can have major impact on operating cash. 

 

Furthermore, the cost of trucks will continue to rise faster than inflation, primarily because of 

government regulations and technological enhancements to the vehicles. While this technology is 

designed to improve efficiency and utilization, it still increases cost per unit. Additionally, it is 

increasing the spread between the value of trade ins and the new trucks resulting in an increase of debt 

to equity issue.  Increased productivity is the only way to offset this expense. Trucking companies that 

increase truck productivity will have lower end cost, while those that don’t will incur greater total 

operating expense. 

 

DYNAMIC FORCE #2  

 

There is another dynamic force to consider - inventory turns. Shippers and receivers need to reduce 

inventories by turning them faster. That’s what logistics is all about, the control of inventory. The 

entire supply chain is capital-intensive, just like trucking. Manufacturers, wholesalers and major 

retailers are utilizing their assets on a 24/7 basis and in a just-in-time environment. Truckload carriers 

are the only part of the supply chain that do not routinely operate on a 24/7 basis.  

 

For example, look at intermodal shipments: 

 They come to the U.S. on a ship (24/7).  

 They are shipped inland on a railroad (24/7).  

 They are handed over to a motor carrier who typically uses single truck owner operators 

(14/6) and could not run 24/7 if they wanted to.  

 They are delivered to large retailers who move the inventory through storage to retail shelves 

(24/7). 

 

Consequently, where do you see inventory delayed?  It is delayed in container storage yards waiting 

for truckers to deliver it. Economic pressures will force a solution. It remains to be seen whether the 

truckers or a third party logistics provider on behalf of the retailers will initiate it. 

 

SLIP SEATING – WHY NOT? 

 

So, why not slip seat trucks when it makes economic sense?  Again, it is the old mindset of trucking 

companies, supported by excuses like “Drivers and Customers won’t go along with it.”  

 

That’s an inadequate excuse since drivers have been encouraged to think that way by trucking owners 

and managers.  We continue to build, buy and advertise trucks that are more appealing to drivers so 

they will work for us and not the competition. The trucks belong to the company and truck drivers  

need to realize it. 



Trincon Group, LLC   150 East Wilson Bridge Road, Ste. 55       Worthington, OH  43085 

Copyright ©2016 

 

 

 

6 

 

There are segments of our industry that do slip seat trucks. UPS, Fed Ex and the LTL industry have 

been doing it for years. Of course they are different from truckload drivers. They are more interested 

in their jobs as a source of income, benefits and a career path.  

 

 

There is one segment of the truckload market that slip seats trucks as a way of life. It is the delivery of 

gasoline. Large companies like Exxon cooperate with local mid-size truckers to pick up and deliver 

gasoline to gas stations (small businesses) on a 24/7 basis. If they do not operate 24/7, no one makes a 

profit. 

 

Why doesn’t the industry slip seat?  Using airlines and bus companies as a model, it means that 

trucking companies will have to operate in highly saturated lanes by employing drop and hook 

techniques and domiciling drivers and trucks differently. This is major change. Can it be cost 

justified? 

 

Most trucking companies cannot answer that question because they cannot define their costs and 

measure the profitability of pricing and/or operating strategies. It can be done. It requires using 

“activity-based cost accounting,” a type of cost analysis that manufacturing industries have used for 

years. Now there are costing and software programs customized for trucking companies, including 

Trincon’s TruCosting solution suite. 

 

TruCosting can measure the effect of increased utilization. It separates variable and fixed expenses 

and measures the variable expense as a function of mileage. The fixed expense is absorbed by 

assigning a daily or hourly burden to each truck in operation.  

 

For example, assume a fleet of 50 trucks has five units without drivers. The burden of fixed expense is 

being absorbed by 45 units. If the daily burden is absorbed by the single shift, then the second shift is 

burden free. This method allows you to measure the effect of distance and time. The profit effect is 

dramatic. 

 

Consider example #1, a short-haul situation. The profit effect of slip seating the truck and operating 

two shifts is a 32% net before tax profit versus a 2% net-before-tax profit for a single shift. . 
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Example #1 

 

                 
Long haul can support slip-seating with the dame dramatic results, however it is much more 

complicated.  It requires the same lane saturation and remote driver domiciles.  The yield is worth it.  

The average truckload carrier could improve the Net Before Tax profit by 2% or 3% by slip-seating 

10% of their trucks. 

 

Example #2 shows a trip between Chicago and Philadelphia, with the truck returning to Chicago with 

a “backhaul” load. The trip appears to have excellent revenue when operating on a six-day week. The 

results: 

 

 A $4,120 revenue per week (two trips) and a 6.7% net-before-tax profit for the truck; 

however, 

 The driver will not be able to do the same thing the following week without being away 

from home for the weekend. 

 This directly contributes to higher costs and increased driver turnover. 

 

  

200 miles @ $400.00
ABC XYZ

OPQ LMN

50 miles D.H. 

@ $0

225 miles @ $200.00

35 miles 

D.H. @ $0

EFFECT of 2ND SHIFT OPERATION
50 Company Trucks @Variable = $.89/Mi.     Fixed = $168/ Day/Trk.

How much time will it take?   *11.8 Hrs. ** 24 Hrs.

Revenue $   600 $1,200

Variable Costs 453             906

Fixed Costs 183 183

Net Before Tax Profit $13 $210

2% 32%
( * Using 2 Drop Tlrs.)

(** Slip Seated Truck)
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Example #2  

          
                

What if we take that same trip, and start thinking about it a little differently?  Thinking in terms of 

maximizing our assets and revenue potential. 

 

In Example #2B the same trip is accomplished by domiciling the trucks in Toledo, using drop and 

hook shippers and receivers and shuttling the truck using local drivers to slip seat the truck in Toledo 

and Harrisburg, PA. The trip sequence: 

 

1. A local Toledo driver goes to Chicago and returns to Toledo the same day with a load for 

Philadelphia. He exits the truck and goes home.  

2. The truck is slip seated with a line-haul driver who drives the truck to Harrisburg, PA, 

exits the truck goes to a motel for 10 hours. 

3. A local Harrisburg driver takes the truck to Philadelphia, delivers the load, picks up a 

return load and returns to Harrisburg. He exits the truck and goes home. 

4. The line-haul driver slip seats the truck and drives to Toledo. He exits the truck and goes 

home. 

5. A local Toledo driver slip seats the truck and continues to Chicago, starting the trip cycle a 

second time. 

CHI PHL

CHICAGO TO PHILADELPHIA TO CHICAGO DOMICILE - CHICAGO

50 Company Trucks @ Variable = $.89/Mi.      Fixed Burden/Truck. = $168/ Day

How much time will it take?   71 Hrs.

Revenue $ 2,060

Variable Costs (1,500)             

Fixed Costs  @ 65 hrs. X $168/ Day     (498)

Drop Trailers – 2 @ $15/Day (  0)

Net Before Tax Profit $  62 @ 3 % NBT

Two Trips per week – Profit Yield $ 278 @ 6.7 % NBT

(** Note – Only 5 days (1wk.) burden applied)

(CHICAGO TO PHILADELPHIA – 800 Miles @ $ 1,380)

(PHILADELPHIA TO CHICAGO – 800 Miles @ $ 680)
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Example #2B 

                  
The results: 

 

 The truck performs 3.5 turns per week; generates $7,000+ revenue and profit of $1,090 at 15 

% net-before-tax vs. $4,120 revenue and a profit of $278 at 6.7% net-before-tax for example 

#2. 

 The trip format reduces driver turnover since it uses two local drivers who are home every 

night, and one line-haul driver who is home every other night. 

 The trip format contributes to training lesser-experienced drivers and creating a career path 

environment. Full-time drivers can work four days per week or four days one week and six 

days the next. Part-time drivers can work two days per week as line-haul drivers or two or four 

days per week handling local or short hauls. 

 The additional profits will allow higher pay for the drivers while still returning a good profit 

and return on investment to the company. 

 

HOW DO WE MAKE IT HAPPEN? 

 

It may seem a little over simplified, but trucking companies must learn to manage for profit: 

 

 Become managers of capital-intensive businesses. 

 Understand costs and the profitability of pricing.  

 Think “outside the box” and create new solutions that depart from past methods.  

 Become better marketers and sell the new ideas. 

 Upgrade the quality of management. 

 

A brief review of each will show it is possible: 

 

CHI PHL

CHICAGO TO PHILADELPHIA TO CHICAGO DOMICILE - TOLEDO

50 Company Trucks @ Variable = $.89/Mi.      Fixed Burden/Truck. = $168/ Day

How much time will it take?   *42 Hrs.

Revenue $ 2,060

Variable Costs ( 1,500)             

Fixed Costs  @ 42 hrs. X $168/ Day     (295)

Drop Trailers – 2 @ $15/Day (  53)

Net Before Tax Profit $  257 @ 12.5%

Trips per Week @ 3.5 Resulting in Profit/ Week =  ** $1,090 @ 15 %

(* Using 2 Drop Trailers)  (** Note – Only 5 days (1wk.) burden applied)

(CHICAGO TO PHILADELPHIA – 800 Miles @ $ 1,380)

(PHILADELPHIA TO CHICAGO – 800 Miles @ $ 680)

TOL HBG
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Managing a Capital Intensive Business – Trucking companies must learn to understand their costs 

and be able to measure the profitability of pricing, a customer, a truck or a lane of traffic. Financial 

statements should be management tools. That is done using activity-based costing methods in addition 

to best-practice financial accounting.  

 

Create New Solutions – Change is not easy and most of us usually resist it; however, our economy 

thrives on it. New ideas can come forth if you eliminate past mindset and clichés and start thinking 

“outside the box.” Say “no” to those old excuses: 

 

 “Drivers won’t accept someone else driving their truck” – It’s not their truck! Once they 

understand it is part of the job and doing so will benefit their future, they will cooperate. If they 

don’t, you have the wrong person in the job. Change the person, not the expectation. 

 

 “Drivers have no allegiances and will change jobs at the drop of a hat” – Drivers leave 

because they don’t have confidence in the company or their future. Typically, they feel 

undervalued. They are no different than other employees. They want to know what is expected of 

them, how they are doing and how that affects their future. That requires better-defined 

expectations, improved quality of life, periodic reviews, routine communications and a defined 

future path.  

 

 “Customers will not let me change or pay for improvements” – Customers will accept change 

if they see the benefit. We need to become better negotiators and talk to top management decision 

makers and not the middle management that resist change just like they do in your company. If 

you know your costs and can demonstrate the savings, you can sell the idea, but change always 

has to start and the top and work down, not in the middle and work up.  

 

Sell New Ideas – Selling is a skill and marketing is the strategy for applying the skill. Trucking 

companies have not done a good job of selling in the past. We have been too quick to offer price in 

lieu of benefits and been weak negotiators when it comes to negotiating price increases or equitable 

fuel surcharges. There are two simple solutions: 

 

1. Understand your costs and have good data to support your offer or your negotiating position. 

2. Teach qualified people the skills of selling so management can implement a successful strategy. 

 

Upgrade Management Quality – This is starting to happen.  I see more and more small and medium 

size carriers with qualified and talented management. The talent is in place, but the culture needs to 

change or they will become products or the past culture.  We need to train these capable people to 

combine their knowledge and experience with available technology. 

 

Further, management – from the top down - has to change its way of thinking and look at new ideas. 

We have to stop saying, “That’s how we’ve always done it.” The solution is obvious and we must 

make it happen. To borrow an old advertising slogan – “It’s not your father’s Oldsmobile.”  In our 

case – “It’s not your father’s trucking business.”  Old ways of doing business are not going to work in 

today’s environment. 
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TRINCON GROUP is a business advisory company that, since 1982, provides strategies, planning and 

implementation services to the ownership and top management of corporations in the transportation industry. 

President Duff H. Swain has more than 30 years of industry experience helping owners and top management 

respond to and profit from market pressures. For more information, visit www.trincon.com, call 

 (614) 442-0590, or e-mail info@trincon.com. For more information about TruCosting®, visit 

www.trucosting.com.  

 

http://www.trincon.com/
mailto:consultants@trincon.com
http://www.trucosting.com/

