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"EXECUTIVE SUMMARY

OBJECTIVES OF THE REPORT

The main purpose of this report is to identify exemplary and significant practices across the
twelve member states in the field of continuous vocational training in the Road Freight
Transport Sector. It also seeks to discuss the transferability of such exemplary training from
one country to a range of others or to the whole European Union.

This Synthesis Report represents a summary of all of the findings in the national report. Each
national report discusses the road freight transport sector in the relevant country and also
presents interesting case studies of road transport companies. In all forty four case studies
were presented. The Synthesis report contains a discrete section of recommendations on
methods to upgrade and harmonise continuous vocational training across Europe.

NATURE OF THE ROAD TRANSPORT SECTOR IN THE EC

The role of transport in the economy is becoming more and more important. When compared
to alternative transport modes, road transport scores highly on availability, flexibility,
frequency and speed.

Road transport nearly doubled in the period 1981-1992 for the Netherlands and Belgium. For
most other countries, the sector grew by 40%-50%. Ireland, Greece and Portugal all have
lower levels of road transport activity because of the peripheral nature of their locations and
the small land mass. For the future, the growth of road transport is expected to continue -
quantitative prognoses for the Netherlands and Germany point to an expected doubling of
production until 2010/2015.

The most important part of road transport is still national, with just under 21% of all EU
tonkilometres accounted for by international transport. Measured in tons, this proportion is
even smaller.

However, the proportion of road transport which occurs on an international basis is increasing.
This reflects the increasing internationalisation and growing integration of EU economies - as
well as the growth in road versus other transport modes.

1
FORCE Road Transport Study




Executive Summary

Across all member European Member States road transport on a hire and reward basis carries
more than half of tonkilometres. In nearly all countries, the proportion of hire and reward (as
opposed to own account transport) is increasing. Manufacturing companies are increasingly
out-sourcing the distribution function and are sub-contracting to logistics companies who
provide “Value Added” distribution services.

FORCES OF CHANGE

The forces of change that are currently influencing the development of road transport are
summarised in Figure 1 below.

Figure 1

- driving time, speed and distance
Safety Issues - vehicle construction and testing
- regulations for drivers and road standards

- admin & operations, IT & EDI

Technology Developments - vehicle technology
- road infrastructure
- ISO Certification
Quality Issues - customer demands and customer care

- impact of new technologies

Legal Requirements and Changes
Flexibility and Customer Demands

Green Issues - transit traffic

pollution

fuel efficiency

alternative transport modes

EMERGING BUSINESS STRATEGIES

Road transport companies are adopting strategies which are geared to deal with the forces
which are driving change in their industry.

Analysis of the national sectoral reports and case studies makes it possible to summarise the
general business strategies which prevail in the road freight transport sector as follows:-

2
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Figure 2
Generic Business Strategies in Road Freight Transport
Low-Cost Specialisation
High Quality Integrated Logistics
Low Cost

Low Cost road transport operations tend to be small, distribute around a small area and have
unsophisticated delivery systems which low technology vehicles and basic office technology.

It is likely that, as the sector becomes more developed, low-cost strategies will be followed
more and more by medium and large size companies who already provide everything the
customer wants in terms of quality, safety, technology, logistics, etc. At the moment, these
companies are investing time and significant sums of money installing the necessary hardware
and software and customers are willing to pay for it.

Specialisation

Some companies are differentiating themselves and are operating in distinct niche markets
where the customers have special needs. Companies specialise by product segment or
geographical area.

Typical product specialisations include transport of refrigerated goods, dangerous goods or
high value items. These companies usually invest in high-tech equipment and skilled
personnel - with obvious implications for CVT.

Quality

Many companies follow a strategy on the basis of service quality. They do not wish to invest
in specialisation and yet neither do they want to compete in the high risk, low margin arena of
the low-cost strategy.

These companies tend to actively promote their high service standards and certification
achievements.

Integrated Logistics and Transport
This strategy is adopted by large road transport operators who are serving multinational

customers. The strategy requires investment in customer relations, EDI, warehousing,
capacity vehicles and various vehicle types. A high level of skills is required.

3
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FACTORS INFLUENCING THE DEVELOPMENT OF THE SECTOR

The Single European Market has been developing a common transport policy for many
years now. More recently, common transport infrastructures have been designed (including
the Trans European Road Network or TERN) and associated legislation and deregulation of
the transport market has taken place. These changes have resulted in growth in transport and
also in increased competitive pressure. The pressure in turn is leading to improvements in the
quality of service and a general requirement for the upgrading of skills in the sector.

The changing size of road transport companies also affects competition. While the
majority of companies are small the few large operators have the majority share of the market.

EMPLOYMENT ENVIRONMENT

Nearly 2% of total employment is in professional road transport (passengers and goods). This
corresponds with a total employment of 2.5 million in 1993. Since 1990 there has been a
slow down in employment growth - corresponding with a general economic downturn and an
overall increase in productivity.

The greatest single employment category in road transport is that of the driver. However,
borderlines between occupations are often vague.

It appears that the educational background of employees in road transport is limited. This is
particularly so for drivers, while higher management executives are often required to have
specialised education in IT or logistics. Specialised transport education courses are therefore
becoming more common for this latter group. The limited educational background of the
majority of the workforce, however underlines the need for CVT in developing companies.

In general, productivity levels in all countries are increasing and the majority of the workforce
is male. Some countries have developed special training courses for women.

TRAINING IN ROAD TRANSPORT

In 1989, EU Directives concerning access to the profession of road transport of goods and
passengers in the national and international domain were modified. This brought profound
changes to the system of initial vocational training for road transport.

Some countries now have developed technical schools which form part of secondary
education. Others have apprenticeship systems and many have special transport courses at
third level education.

There are some countries with a greater tradition for initial training (e.g. France and the
Netherlands). In these countries changes have been made to improve and diversify the range
of subjects in order to satisfy the new needs of the sector. Those countries with less of a
tradition for vocational training in road transport (e.g. Portugal) are making greater efforts

4
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now. In the last few years they have realised that initial training is a prerequisite for survival
in the European Market.

There are various different types of training providers but it is possible to group them into
these areas:-

Figure 3
Main Types of CVT Providers across Europe

(i) Social Organisations

Employers associations, Trade unions, Unemployment Services. Training of
trainers and various courses run on an external/internal basis.

(i) Commercial Training Services

Training of trainers, various courses run on an external/internal basis for road
haulage companies

(iii) Road Haulage Companies

Trained trainers design and implement customised training courses.

Certain characteristics particular to road transport work against the effectiveness and
development of CVT in that sector.

- Many small companies cannot spare the staff or time to develop courses or to attend
them. This is significant as a high proportion of companies are relatively small.

- The unconventional working hours of drivers makes it difficult to provide training
courses during normal working hours to groups of students.

- Companies can be reluctant to train employees for fear of them being poached
afterwards by other companies.

- There is still a relatively low appreciation for the benefits of training and management
are only beginning to become more aware of the training requirements of their
employees.

5
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TRAINING REQUIREMENTS

There is a remarkable overlap of the training requirements across countries. A summary of
these requirements is presented in Figure 4.

Figure 4
The Main Areas Where Training Requirements
Exist
Technology Development
Technology Management

Environmental Controls
Safety Procedures
Customer Service
Role of the Driver

Legislation & Harmonisation
Logistics Management

Telecommunications

-+ AVAILABLE
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EXEMPLARY CVT CASE STUDIES

Many of the exemplar case studies identified in this survey displayed common characteristics
which can be summarised as followed:-

Figure 5

Characteristics of Innovative & Suecessful CVT in Companies

= Assessment of training needs

= CVT based on corporate objectives

= Innovative methods of delivering training
= Highly developed CVT delivery

= Close links with training bodies, industry groups & equipment
manufacturers

= Co-Operation between smaller companies

= Highly focused CVT; identified target groups
= CVT customised to suit transport/product type
= Initial and continuous training linked together

= Commitment to service quality included in training

CONCLUSIONS & RECOMMENDATIONS

The findings of this survey of CVT in the road transport sector can be grouped together in
terms of their relevance for: small and large road transport companies, transport customers and
training bodies, social partners.

Small Companies are encouraged to copy the methods used by the larger companies. They
should also keep in close communication with industry groups, training bodies, manufacturers
and large customers. Small companies should share the cost of expensive materials with other
small companies and should encourage training organisations to purchase the latest equipment.
In addition, the use of long distance learning material could help these companies to train their
employees at a lower financial and time cost.

7
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Executive Summary

Larger Companies tend to have well developed training with dedicated training personnel.
These companies are encouraged to keep separate financial records for training and to evaluate
the effectiveness of their CVT programmes.

Customers are directly affected by the level of CVT in road transport companies. They have
the power to influence the level of training and should consequently work closely with the
transport supplier to ensure quality standards.

Training Bodies and Social Partners also clearly influence CVT development. By working
with road transport companies they share ideas and costs and provide training expertise. In
some countries the training bodies utilise levies which are collected from the transport
companies. Levies have the advantage in that they reduce the incentive to poach employees
from other companies.

RECOMMENDATIONS

Drawing from our review of the national report in this survey and from our analysis of the
European Road Transport Sector, we have developed a set of recommendations. These apply
to any company wishing to set up or develop their own CVT programmes so that their
business can be more effective and profitable.

The flowchart in figure 6 below summarises the recommendations in this report.

Figure 6

A Framework for Developing CVT

Set Corporate Objectives, Develop Strategies and Goals

¥

Allocate Responsibility for Training at a High Level

¥

Assess Existing Skills and Identify Skills Gaps <«— Skill Needs .
i Assessment Exercise

— | Select CVT Themes & Purchase/Design CVT Programmes. <—|
Set Targets for Results

¥

Input from Training
Feedback from Implement |« Bodies and Co-
Customcr§ z}nd Operation with other
CVT Participants *

Companies if needed

Follow Through in Day to Day Operations
(Infiltrate the Corporate Culture)

Y

Evaluate Against Targets
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' 1- STUDY OBJECTIVES AND METHODOLOGY =~

This report has been produced under the umbrella of the FORCE programme which, since
January 1995 has been combined with COMETT, EUROTECNET and PETRA to form the
LEONARDO da Vinci programme for transnational training activities in the European
Community.

1.1 OBJECTIVES

The main purpose of this report is to identify exemplary and significant practices across
the twelve member states in the field of continuous vocational training in the Road
Freight Transport Sector. It also seeks to discuss the transferability of such exemplary
training from one country to a range of others or to the whole of the European Union.

It was hoped that one of the side effects of this study would be that the surveys behind
it would contribute to the promotion of co-operation between companies with different
levels of access, investment and provision in terms of continuing training (a principal
objective of the FORCE programme). At the same time, it was hoped that these surveys
would contribute to the European dialogue on achievements and training requirements
in the road freight sector. This Synthesis report therefore contains a discrete section of
recommendations on methods to upgrade and harmonise continuous vocational training
across Europe.

It was expected that an analysis could be undertaken of the key forces of change in the
road transport sector across the European member states and that it would be possible to
identify the various ways in which countries have reacted to these changes. It was also
planned to identify ways in which the case study companies reacted to these changes
and how they utilised continuous training to handle new opportunities and threats and to
meet new market demands.

It was hoped that a range of questions could be answered by the case studies, the
sectoral reports and from the participation in the project of employers, workers and

social partners. The questions included the following:

e What CVT programmes have been developed by road transport firms and how are
they developed?

e How are training needs assessed and are all sections of the workforce targeted for
CVT?

e To what extent do both the worker and the company benefit from the CVT?

9
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e What is the cost of CVT and do companies try to measure the benefits of the
investment?

1.2 DEFINITION OF THE ROAD TRANSPORT SECTOR

To ensure that the national surveys and statistical data covered the same areas, the Road
transport Sector was defined, for the purposes of this study, as follows:

CVT IN THE ROAD TRANSPORT SECTOR

Road Transport
|
! |
Passenger Transport Freight Transport
Chemicals & Pharmaceuticals  Petroleum
Mail & Parcel Distribution Automotive
Construction Engineering Textiles
N/ Agri Products  Food & Drinks Etc

Pulic Private

| Hire & Reward |————Own Account |

A separate supporting report has been produced on CVT in the Private Passenger
Transport sub-sector and is included as an appendix to this report as both sectors have
much in common. The transport of freight is the core business or companies who are
classified as Hire & Reward. These companies carry products for companies in a range
of sectors. In an Own Account company transport is a support service to the core
business. These companies do not outsource their transport needs but fulfil them in-
house

1.3 DEFINITION OF CONTINUOUS TRAINING
Continuing Vocational Training is defined by the Commission as follows:
“..all vocational training activities involving an enterprises employees with the
exception of initial training of apprentices or trainees with a special training contract.

To qualify as continuing vocational training, the training must be planned in advance
and fully or partially financed by the enterprise.

10
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Continuing vocational training (CVT) covers the following training activities:
o CVT provided through externally and internally arranged courses:

- external courses designed and managed by organisations not part of the enterprise;

- internal courses designed and managed by the enterprise itself

e CVT in the work situation:

- employees who have undertaken any planned periods of training, coaching,
instruction or practical experience, using the usual work tools, either at the
immediate work place or in the work situation.

o Other types of CVT:

- Instruction at conferences, workshops, lectures and seminars, where the primary
purpose is training;

- planned learning through job rotation, exchanges, secondments and quality
circles;

- selflearning through open and distance learning, video/audio tapes,
correspondence courses, computer-based methods or use of Learning Resource
Centres.”

These definitions were used as a basis for the survey and were consulted when any
clarification of CVT was required during company interviews.

During the course of this study it became clear to the rapporteurs and Central Team
members that CVT, as defined above, could not really be clearly separated from initial
training or from unplanned training. Initial training has a direct link to the requirements
for CVT. In addition, companies appeared to be aware that employees were receiving
valuable training “in the work situation” although many of them had not actually
planned this training in that it had no definite timeframe and no formal structure.
Accordingly, there is a separate section in this report on initial training and reference is
also made at relevant stages to the role of CVT in the work situation (sometimes
referred to as on-the-job training).

11
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1.4 METHODOLOGY

The methodology essentially incorporated a study of the road freight transport sector in
each country, together with a selected number of case studies which are likely to
provide examples of innovative and successful training practices.

Four separate methodological memoranda were written and provided to the rapporteurs
for the purposes of this study:

Methodological Memorandum I:  Methodology for the Sectoral Surveys on a
Continuing Vocational Training Plan

Methodological Memorandum II: Case Study Pre-Selection

Methodological Memorandum III: Guide for the Presentation of the Road Transport
Sectoral Analysis

Methodological Memorandum IV: Guide to Carrying Out Case Studies

These methodologies were defined by the central team after meetings with
representative social partners and sector experts.

As the case study and sectoral reports were being written, it became clear that it was not
always possible to ascertain the information as outlined by the relevant memorandum.
However, each rapporteur attempted as far as possible to stick to the format required.

On occasion, the information was not available for reasons of confidentiality or simply
because the company had not recorded the information. In situations like this the
rapporteur attempted to present the general picture. In particular, the data for the
completion of the matrices as per Methodological Memorandum IV tended not to be
available to any great detail. As a result, the rapporteurs incorporated the available data
within the body of the text rather than present an incomplete matrix.

One area in which information was particularly scarce was that of cost analysis. Many
companies could provide information on the cost of external course fees but not on the
travel and accommodation expenses, on the wages which still had to be paid to course
participants during the course, or on the cost of internally held courses. Increasingly,
companies are paying more attention to the benefits of training as compared to the
investment required. This has underlined the need for studies such as this one which
can highlight the potential outcome of training investments.

On a European level, data could was not always available for each country and as a
result some data charts - particularly in Section 3 - use a smaller range of countries to
represent the European Union. However, using a combination of statistics, European
reports that have already been compiled and the information that came from the national

12
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1.5

reports, it has been possible to present a fairly comprehensive picture of CVT across
Europe.

SELECTION OF CASE STUDIES

Overall, a target sample set of fifty case studies was agreed. Eventually fifty seven case
studies were selected, including the private passenger transport cases. It was envisaged
that these case studies would provide a mainly qualitative assessment of the most
exemplary and significant practices found in continuing training in companies or by
third parties on a company’s behalf.

A pre-selection questionnaire was completed by ten potential participant companies and
a summary sheet was also completed by each rapporteur for each company. This
provided a screening process to ensure that the company was aware of the process of
continuous training and that it could provide an suitable case study. The latter point was
important as the sample set had to represent a diversity of trade sectors and company
sizes. The pre-selection questionnaire also enabled rapporteurs to ascertain whether the
companies would be willing to contribute to the study.

The two priority criteria for the case studies were the transferability and exemplary
nature of the CVT. These were supplemented with three other criteria: the innovative
character of the project, the type of company and type of training.

The fifty case studies were selected with these criteria in mind and with reference to the
advice of the social partners represented on the monitoring committee. The case studies
finally selected can be classified as shown in the matrix overleaf.

13
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FORCE ROAD TRANSPORT SURVEY - FINAL CASE LIST
Country Company Fleet Category of Type of Product CVT
Size Transport Firm
Belgium Corneel Geerts Transport 75 A A|D AED
Transports Baonville 6 A AlD B,F
Vanneste 20 A A|D ACD
Transports SADAR 60 C C|H E,C
Denmark Roland Munch 100 A A|D B,D,F
Adams Transport 66 A A|F AD
France SAEM T2C 66 C C|H AC
GT Location 852 A Al|F Be
TFE 1600 A AlA E,A
Comap 7 A A|B AB,C
Setrap 30 C C|H B,C,F
Brinks 800 A All A,BF
STBC A A|D C
Germany Trans-O-Flex 348’ A A | BD A,B.C
Edgar Gral} 26 A A|E B,F
Kiihne & Nagel 0 A A|D D,C,B
Wendschlag & Pohl 6 A A|B AB,CD
Assoc Bad Wurten 0 C C|H A,B,C
DHL 450 B A|G AB
Greece Eschilos 47 A A|B B,F
3E 50 A B|A CA
KTEL 79 C C|H G
Workshop small A A|lD G
Ireland Bell Lines 200 A Al AB AFC
Blueflite 11 A A|D AC
Irish Express Cargo 90 A A|D A,CEEF
Freightshift small A A|D G
Italy Sinteco 70 A A|D F.AE
Tranni & Torresi 325 A A|D ACB
Contd/
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Contd...
FORCE ROAD TRANSPORT SURVEY - FINAL CASE LIST
Country Company Fleet Category of Type of Product CVT
Size Transport Firm
Luxembourg Kithne & Nagel >50 A A|D C
Netherlands Anonymous 12 A A|F AE,D,C
Menken van Grieken 26 A B|A B,C
GPdW 0 0 0}0 E.C,A
Anonymous 150 C C|H AE
Portugal Luis Simdes 200 A Al A C,A
Amaral e Frias 60 A AlA C
Workshop A AiID G
United Kingdom Lane Group 300 A A|D F,A,B,C,
E
Royal Mail 28000 B BiG F,C.E
Du Pont A B|B D,C,B,E
Langdon 78 A AlA B,C.E
Transport Develop’ Grp 100 A A|D C,D,AB
Anonymous 1918 C C|H CF
Lucketts Travel 32 C C|H C,AB
A=Freight Transport B=Mail & Parcel delivery C= Other
A=Hire & Reward B=0Own Account C=Private Passenger D=Other
A=Agrifoodstuffs B=Fuels/Chemicals/Petroleum  D=Manufactured Prods  E=Fertiliser
F=Furniture Removal G=Mail/Parcels H=People I=Money
A=Customer Service B=Product Specific C=Diriver Skills D= Logistics
E=Quality Delivery/JIT  F=Safety G=Skill Need Analysis
BEST COPY AVAILABLE
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1.6

1.7

THE CONTEXT

Each case study was assessed against a background of the company’s general business
activities and the relevant national sectoral study. This provided the appropriate context
for the case study evaluation and was necessary before any overall conclusions could be
drawn for the European report.

There is a focus on the forces which are driving change within the sector and on the
ways in which each company is adapting to meet those changes. The role of training in
this adaptation is then analysed.

PERFORMANCE OF THE SURVEY

The research and reports for the sectoral analyses and the case studies were carried out
by thirteen national research teams (two for Belgium). Research was based on the
guidelines as outlined in the Methodological Memoranda. Essentially, personal
interviews were held on site by the rapporteurs with a cross section of Management,
Employees and industry representatives. Some case studies required several visits to the
company site and a certain number of the companies were reluctant to contribute more
than one session to the study or to provide all of the information which was requested.

Changes were made to reports according to the feedback from the national rapporteurs
and the advice of the Monitoring Committee. A quality control system was employed
under which all draft reports (cases and sectoral studies) were reviewed and compared
against the agreed Methodological Memoranda and the objectives of the study. Quality
Control also aimed to produce comparable reports where possible, so that the final
synthesis report could be more meaningful.
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" 2 - NATURE OF THE ROAD TRANSPORT SECTOR IN THE EC

INTRODUCTION

This section profiles the nature of the road transport sector. An economic analysis of the
structure of the sector is presented, followed by a description of the forces of change which are
at work and the business strategies that road transport companies are adopting. Certain factors
which are influencing the development of the sector are then examined, including the impact of
international competition and the single market and the role of small road transporters versus
that of the large multinationals.

Throughout the section examples are used from the case studies to highlight the points beihg
made. These are enclosed in shaded boxes and they are also utilised throughout the remaining
chapters of the report.

2.1 STRUCTURE OF THE SECTOR

In this sub-section the structure of the road transport sector in the European Community is
profiled. An economic analysis is presented in terms of:

- the size and growth of the sector;
- transport mode shares and trends;
- national and international road transport and Hire & Reward versus Own Account

2.1.1 Size and Growth of the Sector

The role of transport within the economy is becoming more and more important.
Decades of economic, technological and other innovations have led to a more
internationally minded society. Advanced machines, supported by fast and
increasingly integrated information and communication equipment, are enabling
industries to market their highly customised products at the shortest possible
delivery times. Simultaneous changes within the transport sector, such as increased
capacities and speeds, standardised transport systems, and raised frequencies, have
enabled an international and even world-wide division of tasks and the processing of
goods flows on that basis.

Demand for goods transport has increased. The direct cause is the increased
consumer demand for finished products, in terms of volume as well as variety.
Another factor is the price/quality ratio of haulage which compares favourably to
that of other cost factors such as raw materials, land and labour. On account of the
relatively low cost level and the flexibility of transport, many companies have begun
to locate the production functions in areas with comparative cost advantages and to
transport semi-finished, finished and commercial products across longer distances.
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The demand for road transport is not only stimulated by the developments described
above, but also by the improvement of the position of road transport within total
transport. Compared to other transport modes, road transport scores highly on
availability, flexibility, frequency and speed. Section 2.1.2 will elaborate further on
this point.

Two indicators are normally used to measure the size of the road transport sector:
transported tons and tonkilometers (tonkms). The last indicator could be seen as
more "sophisticated", because it also takes the distance of transport flows into
account. One disadvantage of both indicators is that it strongly concentrates on
transported weights. This means that developments towards other distributional and
logistic services carried out by the sector are not fully reflected. However, the tons
and tonkms still give a good indication of differences between countries in size of
the sector and the growth that has taken place in the sector. These kind of production
data are not always available for all EU-countries. The construction of series is
particularly difficult, because for some countries production data are only recently
available.

Figure 2.1 illustrates the differences in relative size of the sector per country. In
figure 2.1a, the tons per head of population are given, whereas in figure 2.1b, the
tonkms per head are given. Road transport is relatively strong in the four smaller
northern EC-countries with open economies and a lot of trade activities: the
Netherlands, Belgium, Luxembourg and Denmark. Luxembourg scores extremely
high in tonkms because many foreign companies were attracted by the terms of
settlement and the fiscal advantages offered by Luxembourg, even though they
hardly engaged in transport operations from Luxembourg at all. They entrusted the
transport of their raw materials and their finished products in part or even
completely to road (reference the Luxembourg National Report) often for longer
distances.
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Figure 2.1a Tons carried by road transport per head of population in the
separate EU-countries (thousands)
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Source tons: Eurostat, carriage of goods, road, 1991
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Figure 2.1b Tonkms carried by road transport per head of population
(thousands) in the separate EU-countries

Europe
Greece
Ireland
Portugal
Spain
UK
France
italy
Germany
Denmark
Belgium
Netherlands

Luxembourg

0 1 2 3 4 5 6 7 8 9 10
'000 Tonkm's per head

Source tonkms: Road freight transport in the single European market, Report of the committee of enquiry - July 1994
For some countries 1991 figures are used.

Ireland, Greece and Portugal have relatively low scores. The peripherality of these
countries means limited international road transport. Ireland is an island, Greece is
not an island, but the Yugoslavian war means that road transport to other EU-
countries has to make use of the (expensive) sea connection with Italy. Because the
three countries are also relatively small, national transport distances are more limited
than in other countries. This is probably why their low position is more explicit in
tonkms than in tons, in contrast to a larger country like Spain.

The growth in road transport which already has been mentioned is illustrated in
Figure 2.2 for a number of EU-countries. Road transport nearly doubled in the
period 1981-1992 for the Netherlands and Belgium. For most other countries, the
sector grew by 40-50%. The only exception in the depicted countries is Ireland with
a limited growth.
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Figure 2.2 Development of road transport of different EU-countries, expressed
in indices (1981=100)
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Source: For 1981-1991, Eurostat figures have been used; for 1992 is made use of: Road freight transport in the single
European market, Report of the committee of enquiry - July 1994.

The growth has been strongest in the second half of the eighties. The transport sector
- heavily related to volume of other economic activities - profited from the economic
recovery in most EU-countries.

The picture at the beginning of the nineties is more diverse: in most countries the
volume of road transport is still increasing. Exceptions to this picture are Ireland,
Greece (war in Yugoslavia) and Spain'.

For the future, the growth of the sector is expected to continue. Quantitative
prognoses in the Netherlands and Germany point to an expected doubling of
production until the year 2010/2015.

The figures of this sub-section have illustrated the strong growth of road transport.
Attention to continuing vocational training in this more and more important sector is
therefore very much worthwhile.

The unrealistic strong drop in case of Spain causes doubt about the quality and/or comparability of the statistics for Spain
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2.1.2 Transport Mode Shares and Trends

Data on goods carried by different transport modes is collected by DG VII with the
help of Eurostat. Because these figures are available for several years, it is possible
to see movements between transport modes over a long time period. Figure 2.3
illustrates the continuously growing importance of road transport in the period 1970-
1992. The proportion of road transport in the available figures on tonkilometres has
grown from 51% in 1970 until 72% in 1992.

Figure 2.3 EU-Trends in the modal split between road, rail, inland waterways
and pipelines

100%
90%
80%
70%

60% Pipelines

50%
40%
30%
20%

Olnland waterways
ORail

HRoad

10%
0%

1970 1980 1985 1992

Source: DG VII in co-operation with Eurostat
1970: excluding Portugal, Ireland
1980: excluding Greece
1985: excluding Portugal

The collected figures by DG VII contain consistent figures within countries, but not
between countries. For example, in some countries road transport only includes
national transport, while for other countries international transport is also included.
This is why comparisons between countries cannot directly be made. But still, the
figures indicate that the relative importance of road transport differs per country.
Traditionally, Germany, France, Belgium and Luxembourg also make a lot of use of
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rail transport, although the amount of rail transport even decreased in absolute
figures in the period 1970-1992 in these countries. Inland waterway transport is
relatively strong in the Netherlands, Belgium and Germany. In all the remaining
EUcountries (Denmark, Ireland, UK, Spain, Portugal, Italy and Greece) the position
of road transport is very strong in inland transport. The figures clearly show that the
growing relative importance of road transport is a general trend for all EU-countries.

To understand the backgrounds of the development towards road transport, it is
useful to compare the characteristics of the various transport modes ie. to compare
their advantages and disadvantages (Figure 2.4, taken from European Economy,
Social Europe, 1993). Suitability refers to how easily a transport mode can be used
for various product categories. The availability indicates how well the mode links
various consumption and production locations.

Figure 2.4 Characteristics of Various Transport Modes

Transport mode Suitability | Availability | Price | Reliability | Frequency | Speed
Road haulage 0 + - 0 + +
Inland waterway 0 - + - 0 -
Rail + - 0 0 - 0
Pipelines - - + + + -
Sea + - + - - -
Air - - - - 0 +
"+" means that this transport mode scores relatively good on this criterion, "-" is a relatively bad score

and "0" is in between.

Source: Commission of the European Communities, European Economy/Social Europe,
Reports and studies, 1993. (p254)

The crucial point for the shift in modal split is that road transport scores well on
those criteria that have been gaining in importance. Given a certain production level,
firms will attempt to minimise total logistical costs. Total logistical costs consist of
transport, handling and inventory costs. As transport costs per mode are only weakly
related to the value of goods and predominantly determined by their weight,
whereas inventory costs are directly linked to the value of goods, one can state that,
the higher the unit values are, the more attractive it is to step up spending on
transport quality (availability, reliability, frequency, speed) in order to reduce
inventory costs. Processes of miniaturisation and increased use of new materials and
information technology have lead to a general increase in value-weight ratios of
transported goods. By contrast, the production of heavy bulk goods which are
transported by rail or inland navigation continues to fall. Moreover, new
computerised systems of inventory control have decreased the costs of inventory
and consequently increased the attractiveness of the high transport quality/low
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inventory cost option ("just-in-time"). It will be clear that road transport is well
suited to the increased importance of transport quality: the score on the criteria
availability (door to door), reliability, frequency and speed is relatively good.

Another important trend is the increased differentiation in products as part of
"customer service". This leads to differences in products concerning factors like
perishibility, volume/weight ratio, value/weight ratio, packaging, distance, etc. The
consequence is an increased demand for more frequent, smaller shipments, which
can be particularly well satisfied by road transport.

Another factor influencing the change in the modal split ratio in favour of road
transport is the relative inability of rail and inland water transport to respond quickly
and flexibly to changing demand. The limited infrastructure for other transport
modes is another factor in favour of road. Moreover, road transport has profited
strongly from the drop in energy prices in the second half of the eighties. Together
with the trend towards the more efficient hire and reward, road transport has lead to
improvements in the weak point of road transport: its relatively high price.

The development of the modal split position of road transport also depends on
investments in road-infrastructure and regulations. In October 1993 the Council of
Ministers, in line with Article 129 of the Union Treaty, adopted a trans-European
road network (TERN) as the official road network of the union. This involves,
among other things, the completion of 120 missing motorway links, involving
12,000 kms. Combined transport of road and rail transport has expanded rapidly,
and particularly in the second half of the eighties, but its market share remains very
small, and its future growth will depend among other things on overcoming current
capacity constraints and the success in increasing flexibility in rail transport. Close
co-operation between national railway organisations is a necessary condition for
this.

The future influence of (changes) in regulations could influence the share of road
transport both in positive and negative way. Deregulations like increased
possibilities for cabotage will increase competition and could therefore lead to lower
prices, especially for countries with a heavy regulated market (Germany and to a
lesser extent Italy). On the other hand, the growing "green" concern could lead to
actions of governments and the EU which lead to higher costs for the road transport.
These higher costs are seen as sort of social costs which road transport should carry
because of negative external effects of the environment pollution caused by road
transport. These higher cost can be achieved by levies, higher (diesel) fuel prices,
emission restrictions, etc.

Future developments in the modal split will depend on changes in the nature of
demand, changes in infrastructure and regulatory regimes (Road freight transport in
the single European market; report of the committee of enquiry - July 1994).
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Concerning the first point: the increase in demand for flexible highly reliable
services is expected to persist, which will strengthen the position of road transport.
The mix of fares which influence the development of road transport is discussed in
more detail in Section 2.2 Forces of Change in the Sector.

The overall conclusion of this sub-section is that the position of road transport
compared to other transport modes is increasing. The reasoning behind this is that
road transport scores well on factors like flexibility and speed that are becoming
more and more important.

2.1.3 National Vs International, Hire And Reward Vs Own Account
National Vs International Road Transport

Figure 2.5 illustrates that the most important part of road transport is still national
with just under 21% of all tonkilometers made by EU-countries accounted for by
international transport (1991). Measured in tons, this proportion is even smaller.

Looking more closely to the proportion of international road transport in the
separate EU-countries in 1986 and 1992 leads to two important conclusions (figure
2.5):

. Although the proportion of international transport is low, this proportion is
increasing. For the EU as a whole, the proportion has grown from 18 to 21
percent in the period 1986-1991. This growth reflects the internationalisation
and growing integration of the EU economies. Moreover, road transport
succeeded in improving its share of the growing international trade, in
comparison to other modes (rail, ship).

o The proportion of international transport differs per country. The countries
with the relative strongest developed road transport sector (see section 2.1.1)
also have the highest proportion of international transport: Luxembourg,
Belgium, the Netherlands and Denmark. All four are small countries with an
open economy. The proportion of international transport is strongly increasing
in Portugal. Politically, Portugal changed from a colonial power to full
integration in the European economy in 1986. This stronger link with Europe,
naturally led to the development of exchanges with the community, especially
with Spain. Modernising road transport networks also had a positive influence
(sectoral report Portugal). The proportion of international transport is still low
in Germany, Spain, Italy, the UK and Ireland. The isolated position will play
an important role for the last two countries. Germany and Italy both have
relatively "regulated" transport markets which limits completion in national
markets and probably consequently limits competitive strength in international
transportz.

Iltustrative of the difficult position of Italy in international transport is the fact that the share of Italian carriers in traffic from and
towards Italy has fallen from 50% in 1979 to 32% in 1989 (sectoral report Italy).

25

FORCE Road Transport Study



Nature of the Road Transport Sector in the EC

Figure 2.5 Proportion of international transport in total road transport (in
tonkms)
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Source: Road freight transport in the single European market, Report of the committee of enquiry,
July 1994. For some countries 1991 figures are used instead of 1992.

Note: International transport to third countries outside the EU is not taken into account. If these
figures had been available, the proportion of international transport would have been (a little bit)

higher.
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Hire and Reward Vs Own Account

Another important division which can be made in road transport is between hire and
reward and own account transport. Own account transport is carried out as a support
service to a core business. These companies do not outsource their transport needs,
but fulfil them in-house. Road transport of freight is the core business for
companies who are classed as hire and reward.

In 1991, nearly three quarters of all road transport (measured in tonkms3) in the EU
was carried out by hire & reward companies. In all separate EU-countries, hire &
reward carries out more than half of all tonkms. The share of hire & reward is
relatively high in Spain, Italy, the Netherlands and Denmark.

Figure 2.6 shows that in nearly all countries the proportion of hire & reward
transport is increasing. The most extreme example is Ireland, in which the
proportion rose from 42% in 1985 to 65% in 1991. The subcontracting trend is due
to the growing need among companies to dispose of activities that are not counted to
their core tasks, such as transport, storage of goods and stock control. Some
arguments of shippers for sub-contracting transport and related activities refer to the
relative cheaper wages within hire and reward, the inefficiencies of own account
transport (sub-capacity loading), the possibility of flexible transport costs, and the
professional know how for effective and efficient control of the transport process.

Measured in tons, this proportion is 51% in 1991.
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Figure 2.6 Proportion of hire and reward in total road transport in the period
1981-1991 (measured in tonkms)
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Source: Eurostat, carriage of goods, road transport, 1991

Note: International transport to third countries outside the EU is not taken into account. If these
figures would have been available, the proportion of hire and reward would have been higher. -
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Outsourcing logistic services is not a new concept - what is new is the greater
linkage between companies and their external logistics service provider plus the
trend towards value added distribution where service providers tailor their product to
meet customers needs.

2.2 FORCES OF CHANGE

There are various change drivers or ‘forces of change’ that have strongly influenced the
development of the road transport sector across Europe. Such forces are taken into
consideration by transport operators when shaping their business strategies for the
future. The main forces of change include concerns over safety, developments in
technology, demands on service quality, legal requirements and changes, changing
customer demands and concerns over the impact of road transport on the environment.
These are evident from the national reports and from published reviews of the sector and
each of them is explored in detail below.

Following this overview of the forces of change in the road transport sector, Section 2.3
Business Strategies then analyses the strategies that road transport companies have
adopted to respond to these forces of change and the general commercial environment
across Europe.

The forces of change that are currently influencing the development of the road
transport sector are summarised in Figure 2.7 and are discussed separately in the

following text.

Figure 2.7- Forces of Change in the Road Transport Sector

- driving time, speed and distance
Safety Issues - vehicle construction and testing
- regulations for drivers and road standards

- admin & operations, IT & EDI

Technology Developments - vehicle technology
- road infrastructure
- ISO Certification
Quality Issues - customer demands and customer care

- impact of new technologies

Legal Requirements and Changes

Flexibility and Customer Demands

Green Issues - transit traffic
- pollution
- fuel efficiency
- alternative transport modes
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2.2.1 Safety Issues

In its report on Road Freight Transport in the Single European Market (July 1994)
the Committee of Enquiry made recommendations relating to the social
framework that surrounds the sector. It stated that “the social regulations are
intended to protect those engaged in the profession in terms of their working
conditions, and the public in general in terms of their safety, while at the same
time harmonising the conditions of competition between Member States”.

The Committee of Enquiry expressed concern regarding the complexity of
existing regulations and the widespread infringement and avoidance of them.
They recommended that “on the grounds of safety and market distortion,
immediate action needs to be taken to redefine, harmonise and enforce the
regulations” and that the issue be dealt with by the Joint Committee on Road
Transport in close co-operation with the European Commission.

To date the principal safety regulations relate to:

- maximum driving hours: limits are set in relation to the number of hours per
day, week and fortnight that the driver is at the wheel, and the timing and
length of breaks from driving. The tachograph has consequently been
developed for use in both passenger and freight vehicles. It automatically
records vehicle speed, distance travelled, driving time and other relevant
information,;

- vehicle construction, minimum tyre-tread depth for private cars, the periodic
testing of vehicles including harmonised standards for testing brakes; and

- general standards for obtaining a driving licence, the wearing of seat belts
and speed limiters for heavy vehicles.

Standards for motorway construction and maintenance are also important in terms
of road safety as research has shown that on average motorway travel is three
times safer than any other road travel. Figure 2.8 below illustrates this point.
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Figure 2.8

Fatality Rates On All Roads vs On Motorways
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Motorways and general roads can influence safety depending on their
characteristics. Examples of such characteristics include skid resistance of road
surfaces, day and night visibility of markings, road signs and road fittings such as
crash barriers and shock absorbers.

Other factors have an influence on road safety, such as technological
developments, the existence of rest and service areas along routes, emergency call
points and traffic information.

Traffic congestion also has implications for safety levels: the average annual
Community traffic rate per day could climb from 19,000 in 1990 to between
33,000 and 44,000 vehicles in 2010. In the case of motorways, the figure may
jump from 25,000 to between 38,000 and 49,000. This would mean that
bottlenecks could increase by three to five times, with a corresponding increase in
tailback traffic. (Source: Trans-European Networks: Towards a Master Plan for
the Road Network and Road Traffic - Motorway Working Group Report May
1992).

Greater care will therefore have to be taken to manage traffic flows and in
particular to manage the increase in stress levels which can result from traffic
congestion.
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Driver Attitudes Affect Safety

The UK sectoral report pointed out that the attitudes of drivers can seriously affect the
likelihood of accidents. It quoted the Group Transport 2000+ report: “Drastic
measures should be taken to reduce the 50,000 dead and 150,000 injured on European
roads every year. Technical measures will not be enough ... Driver attitudes will also
have to be taken into account.”

The UK case study of A Passenger Transport Group illustrated how companies can
design training to deal with driving skills:

“Interactive video is employed in the field of road skills training. Much of the
situational training necessary to underpin service quality is difficult to provide on the
public highway, due to safety considerations.

Defensive driving skills can be effectively learned with the aid of interactive video
simulation. Participants are presented with video images depicting typical traffic
situations and the driver reaction is controlled via the computer keyboard. The
outcome of the corrective action taken by the driver is shown on the screen.
Participants particularly value the facility for an assessment rating of defensive
driving competence given at the end of the programme.”

Apart from the issues mentioned above, there is the issue of the carriage of
dangerous goods by road. This has clear implications for safety where accidents
and/or spills occur. However it is an area which has been dealt with under the
European Agreement Concerning the International Carriage of Dangerous Goods
By Road (ADR), so that employees of companies involved in this type of freight
transport are now required to be capable of dealing with dangerous substances in
all types of situations. Under the ADR, before appointing a driver the carrier must
ensure that he has received adequate training and instruction on the safe
conveyance of dangerous substances over and above those which are necessary to
attain a standard of competence required to drive a goods vehicle. The additional
training includes tuition in the area of:

general requirements governing the transport of dangerous substances;

— the main types of hazard;

— preventative and safety measures appropriate to the various types of hazard,
— action to be taken after an accident;

— labelling and marking to indicate the precise danger imposed by the goods in
transit;
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— the correct procedures to be followed by a vehicle driver during the carriage of
substances;

— the purpose and method of operation of technical equipment on vehicles; and

— the behaviour of vehicles carrying tanks or tank containers on the road during
movements of the load.

Case Example: Du Pont RHYTHM (Remember How You Treat Hazardous
Materials)

Within the UK, Du Pont’s Stevenage site has become the training centre for all
European staff with regard to safety and transport. With the help of external
consultants and a trade association the RHYTHM training courses have been
developed. Regular in-house training programmes were initiated in Europe in 1987
and have expanded in terms of content and numbers of employees participating since
then.

The course for the transport of hazardous goods within the RHYTHM programme
incorporates two and a half days training which is supported by both visual material
and work books. All tuition is tested by written examination at the end of the course.
The course content includes a balance of information dissemination and exercises
carried out by the delegates.

Whilst being aware of the volume of legislation regarding carriage of goods, Du
Pont’s training programme has been based on the overall aspect of moving dangerous
safely rather than merely fulfilling the company’s legislative obligations.

Implications for CVT

In order to benefit fully from these safety regulations and standards, companies
may wish to include a training module on safety issues as part of their CVT
programme. Harmonisation of safety regulations will simplify the teaching
process as only one set of rules would have to be taught for all road transport
activity in the EU. It would also allow trainers more time to concentrate on safety
issues such as preventive driving techniques and road markings.

By training drivers (who are the principal target group) in the area of safety, road
transport companies may reduce their transport costs in terms of crash repairs,
insurance payouts, fines etc and improve their customers service reputation in
terms of reliability. Safety training therefore is also justifiable on economic
grounds - as well as the fact that it enables companies to meet their legal
obligations and social responsibilities.
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Legislation requiring the training of employees in the carriage of dangerous goods
has resulted in many small road transport companies engaging in training for the
first time. The larger companies who are regularly engaged in transporting
dangerous substances would already have had their own training programmes.

2.2.2 Technology Developments
Technology developments are generally occurring in three main areas:

(i) administration and operations
(ii) vehicle technology
(iii) road infrastructure

The majority of sectoral reports discuss technological change in the administration
or operations area, with some reference to vehicles but very little to road
infrastructure. The reason for this is that administration/operations area is the one
over which road haulage companies would have the most control as it is
physically situated inside their buildings and any increased therefore directly
affects their own budgets.

Some influence can be asserted by road hauliers over the vehicle manufacturers
and close communications can be maintained but in general the hauliers tend not
to become too involved in the actual development of the vehicles. Greater
involvement in vehicle developments might be seen in companies who are
following specialisation strategies and need specialised vehicles - such as those
involved in the transport of frozen or fresh food.

Likewise, the development of road infrastructure is not within the direct control of
the road transport companies although they may lobby for improvements.

(i) Administration and Operations

Companies are now finding that information technology (IT) and Electronic
Data Interchange (EDI) can help them to satisfy increasing customer
demands for stock control, client-company communications, on-line tracing
capabilities, just-in-time deliveries and cost-effective distribution network
management, etc.

Satellite tracking systems provide an example of a powerful development in
transport technology. It has facilitated many companies in the re-
engineering and general improvement of their operations. Satellite
transmissions enable messages to be transmitted between central offices and
trucks, i.e. to individual trucks or simultaneously to groups of trucks. Itis
also possible to pinpoint the position of the vehicle at any stage. The
advantage of this is that the traffic controller can advise the driver to change
direction to avoid delays or to reroute to make another collection/delivery.
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Satellite Tracking Example: The EUTELTRACS system

The Euteltracs system provides the capability to transfer typed messages from the
home base to the trucks and vice-versa. Communication is established via
satellites which follow the Earth in a fixed orbit. The satellite covers the whole
of Western Europe, Eastern Europe up to Moscow, Turkey and the
Mediterranean area.

For communication with the home base the truck is equipped with a mobile
communication terminal consisting of a small screen with a keyboard, a
transceiver unit and a satellite antenna placed on the roof of the cabin.

Computerisation on board vehicles and in warehouses also means that tight
controls can be kept on thermostats in temperature controlled areas and on
electricity connections and that quality controls can be enforced more
accurately.

Developments in communications systems, such as the digital network of
Global System for Mobile telephones (GMS), are also expanding rapidly as
they enable easier and more direct contact across Europe, South Africa,
Hong Kong and soon Australia - with an ever expanding network. The
rapid growth in GSM subscribers in Western Europe alone is demonstrated
by the fact that circa 1.2 million subscribers existed at the start of 1994 and
this total had increased dramatically to 4 million by the end of the year.

The overall impact of the development of transport technologies through IT
has been that the larger transport companies can now provide a better
service over a wider distribution network. Their customers, who are
following global strategies, can now focus on the manufacturing and selling
of products while the transport company takes care of its logistical
requirements on a highly efficient and effective basis. The customer still
remains close to the logistics function as he can at any stage request and
receive real-time data on the whereabouts and levels of stock.

The European Commission has played a key role in encouraging advances
in communications technologies and their integration with commercial
environment. Initiatives such as the Euteltracs Satellite Tracking System
and DRIVE are two examples of such support for the EU.
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EU Initiative Example: DRIVE
DRIVE: Dedicated Road Infrastructure for Vehicle Safety in Europe

Duration; 3 years of the Second Framework Programme, continued within
Telematics in the Third Framework Programme and likely to be continued in the
Fourth Framework (1994-88)

The main objective of DRIVE is to develop telematics technologies and systems
to improve road safety, maximise road transport efficiency and contribute to
environmental improvement.

All of the sectoral reports have pointed to the need to re-train drivers as a
result of IT and vehicle developments. By training drivers in these areas
companies can better realise the competitive advantages and economic
benefits that derive from technological advantages. One practical example
is the availability of information on truckloads so that full capacity can be
maintained as far as possible.

For those countries who have a relatively high percentage of small operators
within the road transport industry, technological change can represent a
threat to their future international competitiveness. Small companies cannot
justify expensive investments in I'T or advanced communications systems
until they grow to a certain size. This means that the polarisation in terms of
size of firms will be emphasised as investments in technologies are made by
the larger companies - i.e. the technological barrier to new entrants is
increasing.

Countries with underdeveloped road transport industries, such as Italy and
Greece, will find that their competitiveness will deteriorate even further and
faster as they miss out on technological developments and skill
enhancements. Italy has noted that the state of its vehicle fleets, the small
size of its road transport companies, the lack of skills and poor productivity
levels has already led to its losing market share in international transport. In
1979 the share of traffic to and from Italy was 50:50 across national and
foreign carriers. The Italian sectoral report states that in 1989 the share of
Italian carriers was down to 32%, even though European road transport was
increasing substantially (1981-92 saw the road transport sector almost
double in the Netherlands and Belgium and increase by 40-50% in most
other countries - see Section 2.1 of this report). These are worrying trends
for Italy and that country is now beginning to realise the need for keeping up
with technology developments.
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(ii) Vehicle Technology

Developments in vehicle technology have led to better fuel efficiency, lower
emissions (CO2, Nox, CO etc) and quieter engines. Vehicles have become
easier to drive and more sophisticated in their capabilities. In the UK a
labour market survey for the road haulage and distribution industry
established that “changing vehicle technology” was considered to be one of
the most significant factors expected to have an impact on the sector over
the next few years.

Change in vehicle technologies requires drivers to broaden their skills. It is
now important for drivers in general transport companies to have experience
of driving various types of vehicles so that flexibility in service is possible.
In addition, they need to learn about the technological innovations and how
the new vehicles should be driven. In this regard, changes such as low
speed vehicles, servo-assisted steering, advanced loading procedures and
vehicle stabilisation mechanisms will all have an impact on the driver. As
one sectoral report put it, the driver is in control of “an expensive
technological product”.

(iii) Road Infrastructure

Developments in road infrastructure, such as the Trans-European Road
Network (discussed later in Section 2.4.2) which is planned to be built by
2010, will obviously have impacts on road transport operators. Logistics
managers and drivers need to know if driving routes have been changed and
if the new infrastructures provide opportunities for shorter, safer
transportation journeys. However, technological developments in terms of
the materials used and the actual building/repair of roads also affect the
capabilities of the transport companies. Road quality affects fuel costs and
vehicle care. The Irish Road Haulage Association for example has indicated
that poor road quality means that Ireland incurs costs 25% higher than those
of the UK and repair costs are also higher.

Technology developments in relation to road infrastructure is therefore an
important issue - although it is not one which the smaller road transport
companies can control individually. Road transport organisations and the
larger road transport and logistics companies can lobby for improved road
conditions and infrastructures and they can also get involved in research on
road surface materials.

Implications for CVT

Technology developments in the sector introduce relatively new topics for CVT
courses. There are initial training courses available now covering developments
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in logistics, EDI, IT etc. However, many existing employees will not be familiar
with the principles behind these topics or with the latest techniques. They need to
be trained so that companies can adapt to the new techniques and remain
competitive. The road transport firms appear to be reacting to developments
through a combination of recruiting specially qualified personnel and training
existing personnel.

In general, the employees being trained are not the drivers. Route planners and
logistics managers, warehouse personnel and administration staff are directly
affected by the developments in software packages, EDI, IT etc. Drivers may also
be trained in the management of new vehicles - training which is often given by
the vehicle manufacturer as part of a sales deal. In contrast, developments in road
infrastructure will not normally need to be taught as part of the CVT courses.

2.2.3 Quality Issues

Methodological Memorandum IV (MMIV) outlined the desired structure for each
of the case study reports within this Force study. One of the specific areas
outlined for examination during the company analysis was the impact of quality
standards on the firm’s operations. Similarly, Methodological Memorandum III
(MMIII) for the national sectoral reports required an examination of the issue of
quality in terms of: the current status and anticipated changes in standards,
certification and customer service across the sector.

In addition to these requirements, many rapporteurs have gone one step further
and emphasised the importance of quality issues in the concluding sections of
their reports. However, it is interesting to look first at the growth in the level of
certification under the ISO 9000 regime before presenting the general view of
quality as a force of change in the road transport sector.

ISO 9000 Certification

ISO 9000 (ISO: International Organisation for Standardisation) is a set of generic
standards that provide quality assurance requirements and quality management
guidance. The standards include a broad range of quality system elements and
companies endeavour to register to one of the three conformance standards of ISO
9001, 9002 or 9003. In general road transport and manufacturing companies
would be focusing on achieving ISO 9002. Design and consultancy companies
would be seeking ISO 9001 while ISO 9003 would normally relate to the
operations of small retail type organisations.

The figure below illustrates the achievement of ISO 9000 certification by country
in recent years and is therefore an indicator of the growing interest of companies
in providing a quality service and in utilising the certificates to their advantage.
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Figure 2.9

ISO 9000 Certs Awarded Worldwide - % Share By Country
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Each bar indicates additional ISO certificates awarded in each year to that country
as compared to other countries in the same year. The total number of ISO 9000
certificates up to the end of June 1994 was estimated at 70,517 spanning 76
countries.

Thirty four countries contributed to certifications across the ‘Rest of Europe’ as
shown in the graph. Of these, the countries which had over 1000 certificates
included Germany, the Netherlands , Italy and France . Eastern Europe currently
has a much lower base - for example Poland had circa 10 in June ‘94, Slovakia 11
and Hungary 58. The UK is clearly the most advanced country in terms of
achieving certification. Even starting from a high base the UK figures have
doubled over the eighteen month period to June ‘94. The Mobil Survey also
showed that ISO Certification bodies are continuing to increase operations on a
global scale.

At this stage it is not possible to identify how many of the ISO 9002 companies
were specifically involved in the road transport sector. However the national
rapporteurs accounts of the general interest by these companies in the whole area
of quality are very informative.
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Case Example: Two German Companies Adopt ISO

The German case study, Edgar Grass GmbH & Co., illustrated how the achievement
of the ISO 9002 quality standard can be a key element of a company’s business
strategy. Edgar Grass achieved ISO 9002 in order to differentiate itself from low-cost
one-person truck operators and to combat competition in general. The certification
enabled better and more transparent work processes. Audits on ISO 9002 have
highlighted weaknesses and these are addressed via specially designed training
programmes. ISO 9002 is also used to train new employees on the operations of the
company. Edgar Grass sees the ISO 9002 certification as a “pre-requisite” for meeting
the increasing quality standards and expectations of the future.

Another German company covered as a case study, Trans-o-flex AG, decided to
obtain the ISO 9002 certificate because many of their suppliers and customers had
already been certified. The company developed a concept of “success-oriented
CVT” so that it could cope with the standard of service required under the ISO
regime.

The case examples presented within this section illustrate the wide range of
approaches of road transport companies towards the adoption of quality
management and the achievement of quality certification. However, it is also
possible to extract some points that were common to almost all of the national
reports and these are presented below.

(i) Effectiveness of ISO Certification

The national reports and statistics above illustrate that many company’s
believe ISO helps them to focus on quality and on the training of staff.
There is however a certain strand that believes that ISO 9000 is too
inflexible and bureaucratic and actually distracts them from satisfying
customer requirements.

The example provided overleaf illustrates the attitudes to quality within
Ireland and the UK.
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Case Examples: ISO & Customer Care in UK and Ireland

An interesting case study from the UK, Lane Group Plc, presents a training
programme called “Quality on the Road”. The company has developed a Total
Quality Management system that encompasses the monitoring of customer
service levels and the management of staff performance. The Lane Group has a
policy of providing products and services that meet in full all relevant criteria,
including:

e the customers’ own requirements and specifications
e their own product and service specifications
e any legal or other approved specifications of industry codes of practice which

may apply.

The Lane Group quality system ensures that they can understand customer
requirements and always use materials and equipment of the required quality.

Interestingly, the Lane Group have recently withdrawn from the ISO9002
registration, believing that it has not added value to their business. They are,
however, pursuing “Investors in People”. This is the national standard aimed at
helping businesses and organisations in Britain to improve their performance by
adopting a more systematic approach to training and developing their employees.

Another UK case, Royal Mail, presents a training programme called “Maildrive”.
This incorporates twenty five modules, many of which aim to indirectly improve
service quality and one of which is specifically called “Quality Wins Customers”.
Royal Mail reports that both its vehicle workshops and operational units have
benefited from internal quality programmes and also from external accreditation
under ISO9002.

One Irish company indicated that they saw ISO9002 purely as a selling tool.
While it had helped them to improve some processes, on balance it was so
bureaucratic that they would consider dropping it if it were not for a number of
customers who demanded that they have it.

Most reports alluded to the use of quality management and assurance to
implement differentiation strategies i.e. those not anchored on price
competition. The Dutch sectoral report notes that high quality of service is of
particular importance to that country as wage costs are relatively high.
Overall, providing a quality service is one way of dealing with increased
internationalisation and competition within the road transport sector. The
ISO 9002 certificate is used to “signal” a commitment to high quality service.
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In some countries, noticeably Greece, the road transport sector is relatively
very underdeveloped. The sectoral report therefore concentrates on efforts to
re-organise the industry. The question of de-skilling and introduction of new
skills is the focus of the report rather than the introduction of the quality
theme. So many of the transport operators are small one-person companies
and the road network is so poor that restructuring of the entire industry is
more of an aim than quality. As a consequence the Greek sectoral and case
study reports do not discuss in any great detail the issue of quality.

In addition, the presence of a high percentage of foreign workers in the
workforce can create problems within the individual firms (as in Luxembourg
where foreigners account for more than 52% of the workforce). This problem
is particularly relevant when training programmes are being developed as
language and cultural barriers exist.

Certain methods of improving overall quality were identified, i.e via:
- introduction of stricter control on access to the profession;

- implementation of real transparency of driving time duration, along
with programmed reduction in driving times. The objective is to
standardise driving conditions and reduce or eliminate those
companies who provide unfair competition by infringing the
regulations; and

- utilisation of initial and continuous training as a general rule (rather
than the exception) and requiring a minimum qualification higher than
merely a driving licence.

Case Example: Training and ISO

In the Netherlands, a special case study on the Common Employment Service for
Road Transport (Gemeen Schappelijke Personeelsolienst voor het Wegvervoer -
GPdW) illustrates that the GPdW has to provide drivers who are capable of
working within ISO-companies. This has implications for the contents of
training courses run by the GPdW - even though as an organisation itself, it does
not have to achieve ISO certification.
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(ii) Increasing Customer Demands

The majority of sectoral reports point to increasing demands by customers
of transport companies. Customers are demanding increasingly high levels
of service and view ISO 9002 certification as a guarantee that a company
can deliver the required standards of service. The overall value of goods
being transported is also increasing which is leading to customers having
higher expectations and in turn to transport companies having to invest in
logistical systems such as warehouse management and just-in-time
deliveries.

(iii) Emergence of New Technologies

Innovative technologies have been developed in recent years to improve the
transport and distribution functions and these are now available at prices
within the reach of many transport companies. EDI, satellite
communications, computerisation, advanced radio equipment all serve to
substantially improve administration, communication and management
within companies - and, therefore, service quality. At the same time there is
a recognition that staff must be trained to take advantage of these
technologies so that the overall improvement in service quality is achieved.
Technologies are also being utilised to improve transparency of costings,
real time location of goods and to build supplier-customer relationship
where the customer has key information at all times.

Case Example: Kiihne & Nagel, Luxembourg

The case study on Kiihne & Nagel in Luxembourg identified “increasing quality
standards from customers” as the most important change driver in the road
transport sector. Customers who have outsourced their transport function to
Kiihne & Nagel are anxious not to lose control of that function. They demand
information and transparency; they expect just-in-time delivery and they closely
monitor the cost effectiveness of the outsourced function. Kiithne & Nagel adapt
to these demands by training employees in customer relations, EDI and Satellite
communications technology. Kiihne & Nagel in Luxembourg is currently aiming
to achieve ISO9002 with a view to signalling their commitment to quality.
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(iv) Importance of Customer Care

Almost all rapporteurs mentioned the fact that customer care is an issue that
is inextricable from quality management. The emphasis differed only
slightly in the UK report where it is evident that customer care is almost as
important an issue as quality itself and that dedicated customer care courses
are well developed and common place in that country. Across the rest of
Europe the focus is somewhat narrower. It is noted that the driver is
increasingly having to play the role of the ambassador for the transport
company. There is a realisation that, as some of the administrative and
mechanic type functions are being simplified for the driver through
technological innovation, he can now be utilised to present a corporate front
or image for the company. Often training plans that are developed as a
result of a focus on quality management will include a module on customer
relations. One case study pointed to the driver being seen as ‘the company’s
visiting card’.

Implications for CVT

ISO 9000 has a major implication for CVT programmes as it requires evidence of
employee training needs assessment and annual training records. It has therefore
compelled many companies to examine training needs more closely and to
investigate cost-effective training methods.

In general, a focus on quality has pointed to the need for CVT programmes which
include modules on customer care and high standards of customer service.

2.2.4 Legal Requirements and Changes

Legislation relating to the European road transport sector is discussed in detail in
Section 3.1 of this report as well as in Sections 2.2.1 and 2.2.6 in relation to safety
and protection of the environment. However, it is important to understand the
effect of such legislation on the sector as it covers such areas as liberalisation and
harmonisation of regulations, equipment standards, driving hours, environmental
controls and training requirements.

One of the main effects of the legislation and its continued upgrading and
changing has been to make transport companies look more closely at their
organisations.

While legislation has forced some companies to upgrade where otherwise they
might not have, it has also been utilised by some as a tool for gaining competitive
advantage. It could be said that there are three types of companies in terms of
reaction to legislation: the First-Movers, the Compliers and the Laggards (see
Figure 2.10). The ‘First-Movers’ anticipate legal requirements and implement the
necessary changes well in advance of deadlines or well in advance of competitors.
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This is then used as a promotional tool to show customers that the company is
always at the leading edge of change in the industry. First-Mover companies also
understand that having to adapt to legal requirements at the last minute, or even

after deadlines have passed, can be a costly business.

Compliers are also

interested in keeping up with developments in the industry and are anxious to
avoid any possible fines and also to avoid annoying customers by not operating
within legal requirements. They are not too eager, however, to spend money until
they are absolutely obliged to and as such Compliers tend to meet legal

obligations as they arise rather than anticipating them.

Figure 2.10
Pre-Legislation and Legislation
Deadline Deadline
First Movers Compliers
Aim to: Undertake to:

= exceed customers
expectations

= be prepared

= gain competitive
advantage

= meet customers
expectations

=> Minimise possible
disruptive effect of
legislation when it
arrives

= avoid fines and
lawsuits

= protect the company
and its customers

= protect the company
and its customers

- = company reputation

and market share

The focus on legislation and regulations at EC level has led to more discussion on
safety and service quality. The requirement for companies to train employees who
deal with the transport of dangerous substances has meant that many companies
have engaged in formal training of their employees for the first time. In general
the response to the effect of this training has been positive although many small
companies in this survey did complain that the industry is too competitive for
them to be releasing busy employees for several days training.

Legal requirements and regulations also aim to reduce the number of un-
authorised operators in the road transport sector. In the past the sector has had its
fair share of “cowboy” operators who have operated unsafe vehicles with low-pay
employees and marathon driving times. Changes to the regulations and
enforcement of same will help to address this situation. However, as enforcement
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and compliance rules are controlled on a national basis some countries still feel
that they are at a major disadvantage if they have better compliance procedures
than others. For example, the German sectoral report points out that in Germany
there were 20,000 inspections carried out in relation to driving and resting hours
in 1993 - while in the Netherlands there were just 72.

Implications for CVT

Legal requirements can directly affect the CVT programmes of road transport
companies. The most obvious example of this is the EC Directive relating to the
training of drivers in the transport of hazardous goods.

Legislation for training can force companies to undertake a minimum level of
training and is therefore useful in acting as a catalyst for training where none
existed. Changes in legislation also force companies to keep their employees
informed so that compliance can be assured. However, as long as compliance is
not enforced in certain countries, legislation training modules may not be included
in all CVT courses.

2.2.5 Flexibility and Customer Demands

Flexible service and the ability to adapt to customer needs and demands is
becoming all important to those companies seeking to gain competitive advantage
in the road transport sector. Customers are becoming increasingly demanding and
more sophisticated - particularly manufacturing customers who have converted to
just-in-time systems. Many road transport companies are therefore competing on
the basis of providing a higher level of ‘customised service’.

One method of organising to meet customer needs is the design of an appropriate
integrated logistical system for each customer segment, requiring that the
transport company analyse the needs of its major existing and potential customers
and then design its organisations and capabilities accordingly to meet the
requirements. Another method is the selection of a small niche market upon
which the company can focus. A highly personalised service can then be provided
which may not need a sophisticated logistical and communications system
backup. The challenge to growing and large, multi-national transport companies
is to provide both a highly personalised service and sophisticated logistics
systems. Employees therefore have to be familiar with corporate strategy and
positioning, with the latest technology capabilities (e.g. EDI, IT) and with the
company’s logistics systems. This would apply also to the staff of sub-contracted
companies which are often used to improve the flexibility and service of large
companies.

One of the advantages of satisfying customer demands and remaining flexible to
their changing situations is that a relationship can develop between the two
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entities. The transport operator can then become more efficient in the supply of
the service and the customer is confident of a reliable service.

The most important reason for changing haulier is service failure, followed by
levels of cost' . This underlines the importance of all hauliers having a customer
focus to their operations. A customer oriented company will therefore need be
aware of the trends in manufacturing towards shipment of goods on a JIT basis
and toward the reduction of order cycle times.

Implications for CVT

Like the focus on quality issues, flexibility and customer demands are leading to
the development of CVT courses in customer care. Training staff in the principles
and techniques of Just-in-Time processes is also helping companies to achieve
flexibility and meet customer demands.

As demands of customers within different industry segments become more
differentiated and change more rapidly, ensuing competitive pressures will be a
strong motive for a higher volume and quality of CVT in the most successful road
transport firms.

2.2.6 Environmental Issues

One of the issues within the road freight transport sector which almost all of the
national sectoral studies identified as being important for the future is that of
“green” or environmental issues. There is a growing level of public opinion and
debate on the topic of environmental protection. A larger number of entities are
now involved in lobbying for legislation to protect the environment From a road
freight transport viewpoint the main environmental concerns appear to be transit
traffic, pollution, fuel and equipment efficiency and the use of alternative transport
modes.

This section reviews four major areas of environmental concerns in relation to
road transport: transit traffic, pollution, fuel efficiency and alternative transport
modes. The controls and laws which have been put in place to address the issues
are then discussed.
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Major Environmental Concerns

‘Major Environmental Concerns -

Transit Traffic

Pollution: - fuel emissions

Fuel Efficiency

Alternative Transport Modes

- noise levels

- traffic congestion

®

Transit Traffic

Some countries are particularly concerned that environmental legislation
should be harmonised as deregulation is leading to an increase in transit
traffic across their road networks and national taxes are having to pay for the
extra costs which are incurred through damage to roads and the
environment.

Switzerland and Austria are two countries which have well-developed
systems to deal with transit traffic. These include bans on lorries over
certain weights and the use of ecopoints to limit the amount of nitrogen
oxides to be emitted by heavy goods vehicles. Bilateral agreements have
been established between the EFTA countries and the European Community
and these reflect acceptable ceilings on the expansion of road transport from
the Community. The development of heavy goods transport routes via the
Loschberg, Gotthard and Brenner passes is particularly important in this
respect.4 However, a concerned Austria calculated at one stage that, of all
emissions by freight traffic on the Brenner Pass, transit traffic accounted for
about 45% of carbon monoxide emissions, 72% of hydrocarbons, 28% of
nitrous oxides, 28% of sulphur dioxide and 77% of particulates.

The two countries also utilise road taxes to internalise some of the
environmental costs which result both from road traffic in general and from
transit traffic in particular. Austria for example applies tolls on transit
routes. Switzerland has a limit on tonnage which has redirected much of the
potential transit traffic to other routes - mainly to Austria. Investments are
also planned to make the railways more attractive - particularly for bi-modal
traffic.

Other countries which are becoming more aware of the problem and are now
beginning to take steps to control it are the former Yugoslavia, Denmark,
Belgium and Germany, all of which act as gateways to several other
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European countries. The position of these transit countries is highlighted in
the map below (Fig. 2.11). Germany, in particular, is becoming increasingly
concerned about transit traffic since the opening up of the Eastern European
markets. The country has the highest road taxes in Europe (apart from the
UK) and is keen to see harmonisation of road tolls/taxes/charges so that it
will not have to bear the costs which result from this considerable increase
in transit traffic.

Figure 2.11
Map of Europe Highlighting The Position of the ‘Transit’ States
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(ii) Pollution:
Fuel Emissions

Road traffic is responsible for a large part of total air pollutants. Among the
major air pollutants are the following emissions which result from the
burning of vehicle fuel:

Sulphur Dioxide (SO,) Particulates (aerosols)
Lead (Pb) Carbon Dioxide (CO,)
Nitrogen Oxides (NO,) Carbon Monoxide (CO)

Both gasoline-driven and diesel vehicles emit carbon monoxide, A
hydrocarbons, nitrogen oxides and carbon dioxide, though diesel vehicles
emit CO and NO, at lower rates. Furthermore gasoline vehicles emit lead
and diesel vehicles emit SO, and particulates.

The Green Paper on Transport and the Environment was adopted by the
European Commission in early 1992. This paper noted that road transport
is responsible for 79.7% of total CO, output of transport in the EU. While
the majority of this is accounted for by private cars (55.4%) a significant
amount is attributable to goods vehicles i.e. 22.7%.

As well as air pollution, fuel emissions also have an indirect effect on water
and soil quality, which can be particularly serious in the case of accidents
involving dangerous substances.

Noise Levels

Noise pollution is also a major environmental concern in many countries.
For example, from December 1989 Austria introduced a ban on lorry
movements at night except for low noise vehicles and those carrying
perishable foodstuffs, livestock and certain other commodities. In
Switzerland there is also a ban on night time goods vehicle traffic and on
Sunday traffic.

The EC Green Paper on The Impact of Transport on the Environment (20
Feb 1992) stated that overall noise level of road traffic can be broken down
into engine noise, rolling noise (from tyres on the road) and other
intermittent noise. Under normal traffic conditions the presence of lorries
significantly increases average levels of both noise and the number and
intensity of noise peaks. Psycho-sociological studies have shown that the
noise of a single lorry is equivalent to that of six passenger cars in terms of
perceived annoyance. On roads with intermittent traffic the equivalence can
be as high as 10 to 15 cars for one lorry'. The degree of urbanisation, the
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population density and the structure and density of the road network are all
important elements which influence the annoyance level.

A recent report on the contribution of road transport to environmental
problems in the Netherlands (VROM 1991/Andriannse 1993) showed that it
was the main cause of noise nuisance in that country - causing over 80% of
all noise pollution.

In Luxembourg there is a limit of 94 dB on noise emissions from vehicles
weighing less than 3,500 kg and 89 dB for those weighing over 3,500 kg.
The sectoral report also remarks that while training courses are being
amended to incorporate concerns in relation to improvement in safety
records, they are not being amended to address environmental concerns.

Traffic Congestion

Traffic congestion results in reduction of mobility, increase of energy
consumption and operational pollution and inefficient use of time. It can
also cause a loss of comfort and personal well-being, a drop in income,
production or leisure. Traffic congestion and its socio-economic impacts
has been the subject of several studies around the EU. Available data on the
social and economic cost of road congestion indicate a cost of £10 to £15
billion per year in Great Britain and of 1 billion guilders in the Netherlands.?

As discussed already under the issue of road safety, traffic levels are forecast
to increase significantly. On the major European routes, given a favourable
economic climate, road transport is likely to almost double over the next 20
years for both passengers and goods. In addition, international traffic should
increase rapidly because of the decline in frontier effects.

Another factor influencing traffic congestions is the decrease in direct
employment in production and the increase in white collar services
employment. This means that traffic flows on some arteries will increase
because the services employees will commute chiefly using their own cars.
In addition, in contrast to employees in production related activities, they
often move around during the day and are therefore less likely to use public
transport.

The control of traffic congestion is therefore becoming more and more
important and various methods are currently being utilised. These include
encouragement of the use of alternative modes of transport, improvement of
inter-modal links, charging for the use of the network and provision of new
infrastructures such as the Trans-European Networks discussed in Section
24.2.
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(iii) Fuel Efficiency

(iv)

The report Europe’s Environment; The Dobris Assessment (Ed. Stanners
and Bordeau Feb 1995) highlighted significant concerns in relation to
energy consumption by the road transport sector, as follows:

“In the EU road transport currently accounts for over 80% of oil
consumption of the transport sector. Thus the demand for oil products by
transport is largely responsible for the depletion of non-renewable resources,
energy related emissions and environmental impacts arising from the oil
industry.

Energy consumption by transport doubled in the EU between 1970 and
1990. In Central Europe the increase was far more modest, though the
consumption of petroleum for road transport increased by nearly 50% in the
same period.

Trends indicate that, in a ‘business as usual’ scenario, energy consumption
and hence transport related CO2 emissions will increase by almost 25%
between 1990 and 2000 (CEC 1992a). The main increase in consumption of
energy and CO2 emissions will be for road transport. Growth trends may
even be greater in Central and Eastern Europe.”

Such concerns will clearly be influencing the movement to constantly
improve fuel efficiency and these would obviously be supported by cost-
sensitive companies who will be in favour of increasing fuel efficiency
levels.

Alternative Transport Modes

Concern for the environment, fuel efficiency and congestion issues are
forcing many governments to reconsider their transport investments. The
alternatives to road transport are now regularly evaluated.

Many Governments now utilise multi-criterion analysis for decision-making
on transport investments (see inset on the Dutch criteria). Environmental
protection can be an important criterion in this regard and is leading to
increases in expenditure on alternative, more environmentally friendly,
transport modes.
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Multi-Criteria Analysis Utilised In The Netherlands For Assessing
Transport Investment Projects3

Five broad criterion categories are considered and each is weighted (out of 100)
to reflect its importance to decision-makers:

Economic activity 35
Human environment (noise/air pollution) 25
Road Safety 20
Transit role (importance for freight) 15
Physical planning (impact on land use) 5

Rail is the most obvious alternative to road and there is an increasing view
that it could grow by functioning as a “piggyback” mode, i.e. one which is
used in conjunction with road rather than instead of it (also known as “bi-
modal transport”). The main reasons behind the increased investments by
Governments in rail infrastructure are that it provides a more
environmentally friendly form of transport and that it can help to relieve
congestion on the roads. Figure below indicates the attractiveness of rail
transport in terms of energy consumption.

Figure 2.12

Share of Energy Consumption by Different Transport
Modes in Selected Countries
Ml Frence [] Sweden [ Former Czechosiovakial
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Governments' attitudes to alternative transport modes are evident from their
investments. The Irish sectoral report, for example, indicates that the Irish
Government is planning significant expenditure on building new roads and
upgrading existing roads - but it is also investing in rail. Similarly in
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Germany the development of combined transport terminals is seen as a way
of trying to encourage a shift of freight traffic away from road to rail - For
the first time in Germany, there will be more new investment in rail than in
road.

However, while many Governments are investing to encourage shifts in the
usage of transport modes in order to protect the environment, they also
acknowledge that road traffic is still set to grow significantly in line with the
economy and that investments to improve the road infrastructure are
therefore a necessity. The emphasis for German national transport policy
remains on maintaining accessibility but in a more environmentally
sustainable way3 .

All Governments will have to consider the advantages of road over rail to
the commercial freight transport companies - i.e. that it offers fast, flexible
and reliable door-to-door delivery capabilities and therefore enables Just-in-
Time deliveries as discussed above under Flexibility and Customer
Demands. A statistical and discursive analysis of transport mode shares and
trends is set out in Section 2.1.2.

EU and National Controls For Environmental Protection

EC laws have been designed in order to manage many of these
environmental concerns and individual countries in turn have been testing
various laws and charging systems.

Figure 2.13 describes how the UK has employed a Motor Transports
Environment Award to encourage attention to environmental protection. A
range of measures used across Europe to control the environmental impact
of transport is also presented in Figure 2.14.

Many of these controls are still being tested for their effectiveness and
countries and the European Commission are still investigating new and
better ways of protecting the environment from the adverse effects of
transport.
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Figure 2.13

Case Example: Environmental Concern

In the UK there is a Motor Transports Environment award and one of the case
study companies, Lane Group Plc, has won this award twice. The Lane Group
has stated that it is committed to the highest level of environmental performance
and to minimising the environmental impact of its operations. The company
recognises that effective management of business resources is closely associated
with considerate use of natural resources. Therefore, it has a policy which
monitors its progress and measures its actions in relation to the following areas of
business:

Natural Resources

Waste Management
Environmental Audit
Communication & Education
Training

Research and Development

: Delsey, J., (INRETS), Nuisances from Heavy Goods Vehicles, ECMT,
Paris, January 1991 p.2

2 EC GREEN PAPER on The Impact of Transport on the Environment, 20

Feb 1992

’ Missing links: Settling national transport policies, A CBI discussion

document 1995

! Trans-European Networks: Towards A Master Plan For The Road

Network and Road Traffic
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Figure 2.14

Measures To Control The Environmental Impact Of Road Transport

Technical Measures:

Emission standards on CO, VOCs, NOx and particulates for all kinds of motor vehicles
(e.g. by the EC and UNECE);

Fuel quality standards concerning for example lead, sulphur, benzene (e.g. by the EC);
Noise standards for motor vehicles (by the EC);

Development of electric cars and fuel cells.

Construction Measures:

Noise protection walls along major roads and motorways, low-noise asphalt;

Bridges and tunnels for animal crossings;

Integration of infrastructure into landscape (e.g. via environmental impact assessment).

Transport Planning and Traffic Management:

Provision and improvement of public transport facilities;

Provision of separate cycling tracks;

Restriction of car use in inner cities and residential areas via parking restrictions,
Pedestrian zones, speed limitations, road safety measures;

Extension of rail, waterway and combined transport;

Bans on through traffic.

Economic Instruments:

Internalisation of external costs for all transport modes through taxes and fees (e.g.
energy tax, fuel tax, road pricing and parking fees):

Differentiated purchase taxes e.g. between leaded and unleaded petrol

Scrappage benefits to encourage owners to replace older polluting vehicles with cleaner
vehicles fitted with catalytic converters.

Others:

Regular in-service test for motor vehicles;

Time restriction on transport movements, especially bans on night and weekend driving
for trucks;

Lowering and enforcement of speed limits;

Encouraging smoother driving behaviour;

Educational campaigns;

Car pooling;

Staggered working hours; encouraging working from home;

Carrying through existing resolutions (e.g. ECMT resolutions on Transport and
Environment (no 66) and Power and Speed (No 91/5) and conventions (e.g. UNECE
Sofia protocol on NOx emissions, 1988).

Source: D Stanners & D Bordeau, Europe’s Environment - The Dobris Assessment Feb
1995
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Implications for CVT

In countries where there is a tradition of environmental protection policies,
it is likely that CVT will increasingly reflect these concerns. Increasing
traffic congestion may lead to greater need for driver tuition on how to
handle stress. Changes to transport infrastructure (road or rail) may also
impact on logistics training for route planners. If companies identify ways
of improving the environmental side effects of their operations they may
also have to train staff in these new processes.

EMERGING BUSINESS STRATEGIES

Road transport companies are adopting business strategies which are geared to deal with
the forces which are driving change in their industry. These forces have been discussed
in section 2.3 under the headings of Safety Issues, Technology Developments, Quality
Issues, Legislation, Flexibility and Customer Demands and Environmental Issues. This
section initially discusses forces external to the road transport industry which may have
an impact on the type of business strategies that freight transport companies adopt. It
then analyses the main type of business strategies which have been emerging over the
last few years.

External Forces

Outside of the road transport sector, moves towards a Single European Market have
encouraged manufacturers and retailers to expand into international markets. Many
organisations have developed “global” strategies which enable them to integrate
production, distribution, sales and other business functions on a cost-effective basis over
a much increased market area. Popular corporate strategies are resulting in highly
efficient production systems with little or no work-in-progress stock and delivery to the
customer on a just-in-time (JIT) basis. This has led to the development of sophisticated
warehousing and delivery systems. JIT demands have resulted in an increased number
of delivery runs and, because of expansion into new geographical markets, greater
control on route planning and timing is also required.

With such demands being placed on the logistical systems of expanding manufacturing
companies who to date have been transporting on own-account, the advantages of
outsourcing the logistical process are becoming clearer. This is evidenced by the trend
towards concentration in the road freight transport business sector as illustrated in
Section 2.4.3 The Role of Multinationals and Small Companies. A small number of
Hire & Reward road transport operators are developing sophisticated logistical systems
in order to serve their high volume, highly demanding, multinational manufacturing
clients. The Report of the Committee of Enquiry on Road Freight Transport in the
Single European Market (July 1994) presented a Hub and Spoke network diagram
(Figure 2.15) which illustrates the requirements in logistical terms:
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Figure 2.15: The Hub & Spoke Network
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The Committee’s report indicates that “as a consequence, the demand for road transport
has increased with the large, professional hauliers being preferred. In turn, these
enterprises are modifying their own operations to carry out different parts of the service.
Traditional point-to-point and multi-step operations continue to comprise, however, a
significant share of the important local markets™.

Generic Business Strategies
Analysis of the sectoral reports and case studies, together with other relevant published

reports, makes it possible to summarise the general business strategies which prevail in
the road freight transport sector as follows:

Generic Business Strategies in Road Freight Transport

Low-Cost Specialisation

High Quality Integrated Logistics

(i) Low-Cost: Operating on a low-cost strategy is relatively easy as barriers to entry
into the road freight sector are low. In addition, liberalisation of regulations
within the Single European Market and the opening up of Eastern Europe have
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both led to a significant increase in competition and to low-cost strategies being a
popular option.

Low cost operators tend to have unsophisticated delivery systems, low tech
vehicles and basic office technology. However, low cost competition will be
pushed into an ever smaller share of the road transport sector as excellent client
service becomes a qualifying criteria for competing in the road transport sector.

Few of the case studies in this Force project covered companies which were
following low cost strategies. It would appear from an analysis of the range of
cases that low-cost is associated with low safety levels and poor quality. The
Italian sectoral report, for example, indicates that the road transport sector there is
suffering internationally because the numerous small operators cannot compete
with foreign firms who have invested in quality, safety and technology. Similarly,
the Greek Small Company Workshop illustrated that most companies feel that the
future of the sector lies in the provision of more complex transport services.

It is likely that, as the sector becomes more developed, low cost strategies will be
operated by medium and large size companies who already provide everything the
customer wants in terms of quality, safety, technology, logistics etc. At the
moment these companies are investing time and significant amounts of money
installing the necessary hardware and software and customers are willing to pay
for it. However, as the sector gets more competitive the element of price may
become more important for these companies. Some companies have pointed out
that by developing a very close relationship with their customer they can distance
themselves from price competition. Overall, it would appear that the dual forces
of higher customer service and lower cost are working together.

Case Example: Italy

The Italian sectoral report highlighted the fact that small, one-man operators dominate the sector
(approximately 90% of companies). In summarising its description of the road transport companies in
Italy it stated:

“The typical Italian road transport firm is therefore striving to achieve a competitive position, by
tightly controlling costs; by over-utilising vehicles, by relying on unskilled personnel and by
minimising both vehicle maintenance and their depreciation.

This situation leads firms to develop strategic lines centred on prices: critical success factors are to be
found in low costs.”

(ii) Specialisation: As a result of increased competition transport operators are
looking for ways of differentiating themselves. One strategy: being used is that of
specialising by product segment or geographical area. In effect, they are engaging
in market segmentation targeting different segments of end-users who have

different transportation needs. BEST COPY AVAILABLE
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(iii)

(iv)

Typical product specialisations include transport of refrigerated goods, dangerous
goods or high-value (low-volume) items. These companies usually invest in high-

tech equipment and skilled personnel - with obvious implications resulting for
CVT.

Examples of specialised market niches which are presented in the Force case
study reports include transport of refrigerated goods, antiques and art collections
and hazardous materials.

Case Examples: Specialisation Strategies

The Transports Frigorifiques Europeens (TFE) company based in France is a leader on the European
market for controlled temperature transport for hire & reward. It is divided into two main divisions:
the cold and frozen products logistics division and the fish and seafood logistics division. The range
of products transported by TFE has been extended from perishable goods to include goods which
require transport or storage at temperatures ranging from -18° to +4° . These include food products,
pharmaceuticals, and photographic or computer technology products.

Training is organised on mainly two levels: Familiarisation Training for new recruits teaches them the
techniques of cold storage and transport and Ongoing Training is provided in relation to the handling
of cold products and general operations, communications and management techniques.

Another case study, Adams Transport Co A/S, describes the largest furniture remover and storage
company in Denmark. Besides private and company removals Adams have specialised in moving
high value goods such as antiquities and art collections for exhibitions. In addition, the company is
storing different kinds of data such as lawyers' files and medical scientific records. Adams’ storage
facilities are approved by the Royal National Library to store temperature and humidity sensitive
items.

In practice training is playing a great role in developing a skilled workforce. Adams has developed its
own ‘packing master’ course in which employees are trained to pack boxes and trucks in an efficient
and secure way and to manage a total removal job. Participants are also trained to customise packings
for high value, transport and handling sensitive goods.

Quality: If a company does not wish to invest in specialisation and yet does not
want to compete in the high-risk, low-margin arena of the low-cost strategy, it will
be attracted to differentiation on the basis of service quality. Such an operator
aims for relatively high standards in customer relations, achievement of deadlines,
safety, transparency of the delivery process, hygiene, corporate image, etc. all of
which have implications for the training of staff.

Section 2.2 Forces of Change illustrates that quality of service is increasingly
considered by customers as a key part of the transport operation for which they are
paying. Companies following ‘quality’ strategies therefore actively promote their
high service standards and certification achievements.

Integrated Logistics and Transport: This strategy is adopted by large road
transport operators who are serving multinational customers. The strategy
requires investment in customer relations, EDI, warehousing, sophisticated
communications systems, large capacity vehicles and various vehicle types. A
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high level of personnel skills are required for management and operation of IT
systems, logistics and staff/customer communications. Often these companies
have sub-contracts with local transport operators - many of whom will be
operating under the strategies mentioned above.

Case Example: Kithne & Nagel (Germany)

A German case study on the well known Kiihne & Nagel company provides a good example of a
multinational integrated logistics and transport company. The German sectoral report has identified a
shift in the structure of transported goods i.e. from bulk transport to small freight unit transport and
this would indicate a greater role for logistics management. The Kithne & Nagel report states:

“As early as 1987/88, the extension of the logistic field and the utilisation of EDP as a resource of
productivity was elevated to the rank of a strategic aim in Kiihne & Nagel's corporate policy.... In
Europe, this strategy aims to intensify the existing Euro-logistic network into a Europe-wide
infrastructure which will enable customers to send their product to any customer with the help of a
network controlled by Kithne & Nagel ... In addition, new data-processing systems will enable
customers to call up information on logistic flows on the screen world-wide... This integration of
customers into Kithne & Nagel's world-wide information system became possible by the transnational
co-operation with the American group General Electric which, with its global cable and satellite
transmission network, offers the basis of this service...”

Case Example:  Roland Munch (Denmark)

Roland Munch has developed over the years into a supplier of several kinds of national and
international goods transport. It has also developed a business concept to include warehousing and the
development of major Danish manufacturing companies’ transport and logistics concepts. The
company has recently been bought by one of the biggest transport companies DFDS and will therefore
soon be one of the biggest hauliers in Europe.

Among the customers of Roland Munch are both national and multinational companies such as
Carlsberg, Dadeko, Ford, Gilette Denmark and IBM. The arrangement with Ford is for the
distribution of spare parts. The principle is that Danish Ford dealers can place their order at Ford in
Cologne before 4.00 p.m. and get delivery before 10.00 a.m. the next day. Roland Munch operates
two tightly scheduled freight journeys every night from Cologne to Horsens in Mid-Jutland, from
where the spare parts are re-distributed to Danish dealers.
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Business Strategies and Strategic Groupings

It is possible to group road transport companies on the basis of the business
strategies that they are following. It is also possible to the typical company
characteristics within each strategic grouping. Figure 2.16 presents a summary of
typical company profiles for each type of business strategy using four company
characteristics: the size of the company, its technological capability, the
geographical area being served and the market being targeted.

Figure 2.16 Typical Company Profiles per Each Business Strategy

Size Technological Geographical | Market
Capabilities Area
Low-Cost [ small lo-tech focused area niche
Hi-Quality | small or hi-tech or wide or focused |niche or
large lo-tech broad
Specialis- small or hi-tech wide or focused
ations large niche
Integrated
logistics large hi-tech wide area broad

Company Profiles: Size

In general, companies following simple ‘Low-Cost’ strategies tend to be relatively
small while these companies following ‘Integrated Logistics and Transport’
strategies tend to be large, international organisations. This latter point is true
because the companies cover large geographical areas which require efficient data
management and communications back-up and because they can afford to spread
the cost of expensive IT and communications equipment over a large number of
customers. Any growing company would at some stage have to invest in
technology which allows them to operate an efficient logistical system.

BEST Copy AVAILABLE
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The size of companies following ‘Quality’ strategies varies: both small and large
companies offering a broad range of transport services will often use quality as a
selling tool. Similarly, for ‘Specialisation’ strategies there is no typical size.
Examples of companies, within this Force project, which specialise in the type of
goods they transport include COMAP (employs eight people and operates in the
area of oil refuelling), Transportes Amaral & Frias, Lda (employs 119 people and
transports fuels, chemicals and LPG) and DHL (a parcel courier service offering a
24 hour delivery anywhere in the world and has 9,500 vehicles worldwide).

It has been noted that some transporters are adopting a strategy of dropping
additional services such as warehousing - so as to be able to provide a high quality
service by sticking to their core competence which is road haulage. It appears that
such strategies are favoured by small companies who want to concentrate on a
niche market.

Company Profiles: Technological Capabilities

Advanced technological capabilities can be an important factor for a company
wishing to gain competitive advantage. This is particularly true for transport
companies whe have adopted either Specialisation or Integrated Logistics and
Transport strategies. A company specialising in fresh or frozen foods transport
needs appropriate refrigeration and food handling equipment while integrated
logistics needs computer technology and possibly satellite tracking facilities.

In contrast, low-cost strategy companies would be reluctant to invest in expensive
hi-tech equipment unless it resulted in financial savings. The companies that have
been profiled in this FORCE survey do not appear to have utilised hi-tech
equipment as a method of saving money. Generally low-cost strategies have been
equated with single service offerings and often with low quality transport.

Company Profiles: Geographical Area

The broadest geographical coverage of any area tends to be undertaken by
companies providing integrated logistics and transport services. Using their
advanced equipment these companies can track goods over very wide areas and
can transport freight at high speed using the optimum mix of transport times and
modes. Road transport companies following either hi-quality or specialisation
strategies may or may not cover wide areas or stick to more focused geographical
target markets. However, the companies who follow Low Cost strategies are
tending to cover only small, focused target areas as this is the cheapest option for
them. Covering a large area for economies of scale would be a possibility but it
usually ends up that such a company needs to be providing added value services
as well, such as logistics, satellite tracking and/or warehousing.
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Company Profiles: Market Segmentation

Companies who tend to serve niche market segments include those following
Low-Cost, Hi-Quality or Specialisation strategies. The Hi-Quality strategy does
not necessarily restrict itself to niche markets as the quality theme can be adopted
by both large and small, hi-tech or lo-tech, wide or focused market areas and
similarly, niche or broad market segments. In contrast to this, Specialisation
strategies actually depend on a tight focus on the chosen niche market. However,
Low Cost strategy companies tend to serve niche segments simply by default, i.e.
they restrict themselves from offering a hi-tech, all round service. They focus on
a particular segment of the market which does not necessarily want integrated
logistics, or special transport facilities or even proof of a quality transport system.

The one strategy which usually means that a broad range of market segments has
to be targeted is the Integrated Logistics and Transport strategy. This strategy
requires that the company actually plays on the fact that they can deal with
complicated transport problems, a range of customers and different types of
freight.

Implications for CVT

The strategies which companies are adopting have implications for CVT
programmes in road transport companies.

Some of the smaller companies following low-cost strategies are reluctant to
spend time or money on training systems. As they use simple processes the need
for CVT is reduced anyway. CVT courses for these type of companies typically
require a focus on efficient systems, the control of waste and the improvement of
safety records. The influence of quality standards and customer demands (as
discussed in Section 2.2 Forces of Change) may also lead to quality being
included as a topic on the CVT agenda.

CVT programmes for companies following the other three generic strategies
require the input of experts in fields such as: ISO 9000, special product areas
(frozen foods, fresh fruit, valuable antiques, etc), logistics, communications
systems and vehicle systems. For this reason the technology manufacturer such as
Mercedes-Benz or IBM will sometimes become involved in training employees of
the transport company.

Alternatively, transport company employees are trained as trainers so that they can
tailor the course to needs and availability of the rest of the company. They can
also keep updating the course as technology and business processes develop.
Having an internal trainer helps to maintain a focus on the training needs of the
staff. Many companies also find that training a trainer is more cost-effective if a
lot of employees have to be trained.
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The other option is for the company to send employees to an external training
centre which has the required expertise to hand.

Case Example: Transportes Amaral & Frias - (Portugal)

Transportes Amaral & Frias, or TAF, presents an interesting training programme which includes
contributions from customers and equipment suppliers. The company is beginning to follow a
strategy of total quality management (TQM) and is starting to develop training plans which fit in
with this new strategic objective. The case study states: “Having reached its maturity phase, the
challenge for the Company now is to overcome the logic of family-type management in an
increasingly competitive market which makes considerable demands in terms of quality. This
indeed, is the centrepiece of the company’s present and future strategy: to work towards “Total

Quality” ...”

Training actually began in the company on the initiative of customers. One of their key customers
is the Shell oil company which insists on training procedures being undertaken. Shell administers
the training courses at its own premises and has therefore had a key role in helping TAF to adopt
its TQM strategy.

Suppliers of equipment also provide TAF drivers with training. In this way TAF can ensure that
they are operating the equipment in the optimum (and safest) way. Their goal of providing a top
quality service is therefore more attainable.

More recently, vocational training has come to be viewed as a management instrument. As such
strategies are being developed in order to upgrade its existing status in accordance with a vision of
the company’s future in which the aim is “Total Quality”. The following topics have therefore
been defined as priority areas for future training encompassing all of the company’s employees:

- quality of service - defensive driving - hygiene and safety
- marketing/sales - behavioural area

When employees are being taught complicated procedures it helps if they
understand the business strategy and corporate thinking of the company.
Accordingly, some CVT courses may include modules on these topics as well as
teaching the actual procedures. Many of the companies studied in this Force

project spoke of using an open style of management to disseminate corporate
thinking.

Case Example: COMAP (France)

COMAP is a maritime company specialised in oil refuelling. Its in-company training system aims at
gearing training to corporate culture and seeks to promote employees motivation by associating them
to the corporate strategy “while removing the sacred aura surrounding the hierarchy”. A result of the
training has been a noticeable change in the frame of mind of the drivers which in turn makes for
higher service standards, easier staff integration and greater motivation.

Some employees will find that the new procedures will mean a significant change
in their approach to work. For example, those who were used to filling out paper
forms and generating weekly and monthly reports may be asked to work instead
with real-time data on software packages and to communicate with drivers via
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satellite systems. The concept of JIT requires employees to be familiar with the
technologies which enable such a service to be provided. The human resources

divisions of the transport companies will therefore need to pay close attention to
the development of suitable CVT programmes.

Companies following the ‘Integrated Logistics’ strategy will have a higher
number of non-driver employees attending their CVT programmes. This is
because there is a significant impact on the administration side of the operation
and drivers do not need to know the detailed mechanics of the logistics systems.

Drivers will, however, represent an important target for CVT courses in areas such
as safety, customer care, preventive driving techniques, remote data input, vehicle
maintenance and goods handling.

Case Example: Transportes Frigorifiques Europeens (France)

Transportes Frigorifiques Europeens (TFE) specialises in controlled temperature transport.

Continuing training themes are diversified so that they suit each category of personnel. The case study
report details the breakdown of subject matters per job category and some the differences are
highlighted as follows:

Topic \Target Group Executives  Office Workers Drivers
I.S (office equipment)  36.1% 25.1% 2%
Safety - 0.4% 0.6%
Cold industry - - 81.7%

Note: % relates to the % of overall training for that particular group. Only selected subjects are
shown.
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2.4 FACTORS INFLUENCING THE DEVELOPMENT OF THE SECTOR
2.4.1 International Competition and the Impact of the Single Market

The construction of the common transport market and the role of the
Community

Article 3 of the Treaty of Rome provides for the creation of a common policy in
the transport sector across the Member States, in accordance with the provisions
of the Treaty. However, differences in interpretation of the Treaty between
Member States led to the need for clarification of Article 74 by the European
Court of Justice. This clarification led to the statement that the objectives to be
pursued in the creation of a common transport policy are those generally
applicable under the Treaty of Rome, i.e. the creation of a common market and the
promotion of socio-economic cohesion.

The ambiguities that arose from the original Treaty articles concerning the
transport sector retarded the creation and implementation of a common transport
policy. Only in 1973 did the European Court of Justice provide clarification of the
objectives to be met in the domain of transport policy. The lack of clear direction
in the common transport policy combined with the economic crisis suffered by the
Member States in the mid-1970s, led the Commission to limit its activities in this
field to the harmonisation of national legislation, in place of establishing a true
common transport market.

However, as from the publication of the Commission’s White Paper in 1985
efforts to create a true common transport policy and market intensified.
Liberalisation of transport services was seen a key tenet for the creation of the
Single Market and was earmarked as a priority policy area by the Commission. In
the wake of the publication of the White Paper on the creation of the Single
Market, steps were taken to establish a European transport market free of
quantitative restrictions, with the Member States agreeing to the total abolition of
all bilateral quotas by 1993 and in the progressive implementation of cabotage
within Community goods transport. Successively, quantitative restrictions were
supplanted by qualitative controls on transport activity between the Member
States.

Despite the progress made following 1985, many market distortions and
inefficiencies continued to mark intra-community road transport markets, slowing
the progress towards true economic integration. Conscious of this situation, the
Commission increased efforts to reinforce the integration of the road transport
sector at the Community level, specifically through support to the development of
transport infrastructures across Community borders.

The European Union Treaty, signed in 1992, brought a new philosophy and spur
to the development of a common transport policy across the Member States. The
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Community’s objective moved away from a focus on national transport
infrastructures in general towards the development of trans-European transport
networks and the removal of all restrictions or distortions in the Single Market’s
transport sector, i.e. state aids, administrative and legislative issues, etc. For the
first time, the safety aspects and regional development contribution (Article 130 of
the Maastricht Treaty) that the trans-European networks and transport activities
became explicitly focuses of the common transport policy.

In the development of the Commission’s fifth action program on the environment,
the importance of linking the Community’s environmental policy with sectoral
polices, and in particular the common transport policy - were focused upon.

Currently the principal objectives of the Community transport policy can be
summarised in terms of the creation and promotion of sustainable mobility
within the Single Market. The emphasis of the common transport policy is now
clearly on improving the level of competition within the Single Market for
transport services and can be resumed as follows:

e creation of an ever more open Community market for transport services;

e securing open and fair competition, increasing the competitiveness of
Community transport companies as well as improving their financial
performance;

¢ increasing the operational efficiency of Community transport companies with
concern for critical issues such as security, safety, improved working
conditions and environmental questions;

¢ reinforcement of socio-economic cohesion through the contribution to regional
development brought by trans-European transport networks, the reduction of
disparities between regions and the development of transport services between
insular and peripheral regions; and

e development of relations with countries outside the European Economic area in
the transport area, where the transport of goods and persons between these
countries and the Community is significant.

After a slow beginning the implementation of a solid legislative framework for the
creation of a free market for the transport of good is now in place, with companies
able to freely provide transport services independent of nationality or place of
establishment. This legislative framework is both of a direct nature, e.g. driver
working rules, and indirect such as in the area of insurance, safety, etc.

Although the basic legislative framework for the common transport policy is now
in place, Community legislative activity in the road transport sector will continue.
Specifically, the provisions of the creation of the Single Market allow for
monitoring of the impact and continued applicability of the base legislative
framework. For example, with technological advances, new legislation will be
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required in the area of standards harmonisation, e.g. in the emissions area as well
as the updating of legislation in other areas such as maximum driving times, etc.

The creation of the common transport policy is not only driven by new legislation
but also the Community’s competition policy. The Commission is particularly
concerned that without strict application of Community competition law, the
creation of the Single Market in the transport sector may become distorted by the
concentration of economic power with organisations that have grown both
generically and through acquisition as the transport sector restructures.

Increased Competition in the Community Road Transport sector

The increase in competition within the Community road transport sector is not
only impacted by the Community’s common transport policy. There are many
other areas of Community policy and legislation that at both the Community level
and the Member State level have a significant impact on the structure and
situation of the road transport sector within the European Union.

The vast majority of the legislative and policy framework put in place to support
the creation of a true Single European Market for the free movement of goods and
persons has an impact - in one form or another - on the road transport sector,
namely on the increase of the market. This was the case, for example, with the
adoption of the Single Administrative Document and the abolition of other
administrative processes at frontier crossings. These developments have had
significant impacts on the operations of road transport companies operating at the
international level, in term of the skills needs of drivers and administrative staff,
as well as in terms of efficiencies and time gains in the execution of road transport
services across Community frontiers.

Other areas of Community policy that have had significant impacts on the
competitiveness and operations of Community road transport companies are, for
example, the Community’s Regional Development Policy that has had a
considerable impact on road transport infrastructures, especially in the Objective 1
regions. Other policy areas such as Social Policy and Environmental Policy have
also had impacts on the structure and nature of the road transport sector.

Taking into consideration the panorama of Community legislation and policy that
has evolved over the last decade, there are those areas that have had a direct and
significant impact upon the structure of the Community’s road transport sector
and those that have had a more indirect impact. The first group of policies and
actions covers the development of the common transport policy - as described
above - the construction of the Single Market and the ensuing legislation on
harmonisation of standards in the fields of freedom of establishment, social,
technical, environmental and other areas, as well as the Community’s social
policy where it is directly focused on the activities of the road transport sector.
The second group covers activities where transport is not a prime focus of the

' 69
7 9 FORCE Road Transport Study



Nature of the Road Transport Sector in the EC

policy but in some way or another plays a significant role in the development of
the Community’s objectives in each field, such as regional development,
competition and environmental policy.

Within each of these groups of policies and activities there are specific measures
that have a greater or lesser direct and significant impact on the structure and
workings of the Community’s road transport sector. For example, legislation
aimed directly at the . deregulation of the sector, harmonisation of technical
standards, mutual recognition of professional qualifications, the abolition of fiscal
and administrative barriers to trade between Member States. At the other end of
the impact scale are those policies that condition the level and form of general
economic activity within the Community and hence shape the structure and
operation of the road transport sector as well, such as the Community’s economic
and monetary policy, tax harmonisation, etc.

The impacts of Community policy, legislation and actions are so varied and
impact so many areas of operation of road transport companies and the structure
of the sector that it is not feasible to describe specific cause - effect relationships
between individual policies or legislation and the impact on the road transport
sector. It is also true that different policies and measures have different levels of
impact on the structure and operation of road transport activities in different
Member States depending on the state of development and competitiveness of the
sector at the national level. It should also be remembered that in addition to the
impact of Community policy and legislation the road transport sector is forced to
adapt to changing economic , competitive, social and technological conditions.

At the global level, it is obvious that the increased deregulation of the road
transport market and particularly the freedom of establishment, the mutual
recognition of professional qualifications and the drive to establish a true Single
Market will all lead towards increased competitive pressures across the
Community’s road transport sector and that certain deregulation of fiscal and
administrative barriers will reduce the cost of providing cross-frontier transport
services. It would, however, be an over-simplification to try to describe more
detailed levels of change within the road transport sector by isolating individual
legislative and policy initiatives.

In analysing the global impacts of the development of the common transport
policy and the legislative framework that directly or indirectly impacts the road
transport sector, it is clear that the impact varies top some degree at the national
level. For example, the level of sector restructuring and concentration provoked by
the deregulation of the road transport sector is felt more directly in markets such
as Greece, Portugal and Spain whose transport sectors have not been open to the
forces of international competition rather than in the Benelux or other Northern
European markets where competitive forces have already led to a significant
degree of restructuring.
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It is clear from the national sectoral reports that road transport companies within
the European Single Market see the increased level of competition at both the
national and international level as being the most important consequence of the
policy and legislative impacts of the creation of the Single Market and that this
increase in competitive pressures is felt throughout all of the Member States.

In general, increased competitive pressures have resulted in a greater level of
recognition of the need for increased levels of quality in the provision of road
transport services, in response to the changing profile of demand and the
increasingly rigorous price/value demands made by clients. The response to
increased competitive pressure through recourse to new technologies, especially
information technologies is particularly notable in certain countries, namely
Ireland, the United Kingdom, Holland and France. As a rule increased
competitiveness has been secured through tighter cost control at all levels, through
increased productivity of operational and support staff, as well as through the
absolute reduction of overhead and fixed costs.

The structure of the Community’s road transport sector has also been impacted by
general market forces and increased competitiveness in other economic sectors.
For example, increased competition in the manufacturing sector has led to
substantial increases in the volume of road transport carried out by hire and
reward firms. As companies refocus their activities on core businesses and core
competencies, there has been a significant shift towards outsourcing of activities
and services to third parties. The transport of goods, particularly, has been an area
where increased competitive pressure has led early on to manufacturing
companies disposing or “spinning-off” their owner operated road transport fleets
and contracting out of all logistical and transport services to gain cost and
operating efficiencies.

At the structural level, another clear trend in the Community road transport sector
has been the concentration of economic activity. Especially in countries such as
Spain and Portugal that have experienced a strong increase in competitive
pressures over a relatively short space of time, increased competitive pressures has
forced the realignment of many road transport companies to ensure survival.
Although the structure of the sector in these countries continues to be highly
fragmented there has been a significant increase in industrial concentration as the
weaker companies fail or are acquired by more successful companies.

One further factor worthy of note in terms of the changing structure of the road
transport sector is the increasing level of internationalisation of ownership, with
international companies rapidly gaining footholds within the national road
transport sectors of various Member States, for example Portugal. Especially in
the Southern European Member States the internationalisation of the road
transport sector has invariably meant the entry of Northern European operators
rather than the internationalisation of Southern European operators - although
there are some notable exceptions to this rule.
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These countries along with certain other Objective 1 countries/regions, such as
certain areas of Italy, have benefited to a greater extent from actions carried out in
the ambit of the Community’ Regional Development Policy, where the emphasis
has been on the improvement of road transport infrastructures both at the inter-
regional and cross-frontier level. Typically, the improvement of the road transport
infrastructures in Objective | countries/regions has also led to significant
substitution effect between transport sectors, with rail transport companies losing
market share of the total goods and persons transport market to road transport.

Although the impact of the Single Market has had a strong impact on the nature
and structure of the road transport sectors of almost all Member States, Greece
stands out as a market in which the deregulation of the transport sector has had
less of an impact than has been the case in other markets, due primarily to the
country’s geographical location. Competition in the national marketplace has,
however, increased substantially and the Greek road transport sector is following
the trend in other countries towards increased concentration of ownership of road
transport companies.

2.4.2 Infrastructure & Traffic Planning

One of the most significant factors affecting the service quality and productivity
levels of the road transport sector is the actual road network or infrastructure, in
terms of its scope, quality, usage levels, support facilities, etc. The development
of infrastructure is increasingly seen as requiring an integrated approach - with
infrastructure planning and management, transport policy and regulation and
logistical considerations all complementing each other in efforts to improve road
transport efficiency.

Traditionally, countries have evaluated infrastructural investments on the basis of
national benefits and costs. The effect of investment in the road transport sector
on other countries was not considered. However, the emerging “global” market
and increasing levels of international transport have helped to change the narrow
national focus. It has consequently been accepted by the Member States of the
Single European Market that a strategic approach to the development of road
infrastructure on a European basis is more sensible.

In October 1993 a Trans-European Road Network (TERN) was adopted as the
official road network of the Union. The strategic objectives and plans for
achieving the TERN are:

Development of an Interconnected Network - incorporating the building of
circa 120 “missing” motorway links of over 12,000 kms of which two fifths are
in peripheral countries. The deadline for this is 2010.
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Achieving Inter-operability of the Network - involving the standardisation of
inter-urban road topology such as geometric standards, user service levels, signs
and marking.

Management of the Traffic Network - through development of telematic
systems, modal interchanges and road pricing related to congestion.

The map presented afeter Figure 2.17 illustrates the Trans European Road
Network (TERN) outline plan, showing existing road networks, planned road
networks and also “priority corridors in Eastern Europe™.

The Committee of Enquiry into Road Freight Transport in the Single European
Market (July 1994) welcomed the development of the TERN and further
recommended: :

- the full use and development of Information Technology (IT) in order to
achieve the best possible use of capacity, including aspects of safety such
as the monitoring of hazardous goods, weather and road conditions; and

- the provision of adequate service facilities , particularly on strategic
corridors, relating to information transmission, transhipment, inter-modal
exchanges, payment of user road charges, vehicle maintenance and checks,
secure parking, storage and drivers rest facilities.

The issue of infrastructure was not one which was specifically included in the
Methodological Memorandum for the writing of sectoral or case study reports.
Despite this, it was highlighted as an important issue in a number of national
sectoral reports i.e. Greece, Italy, UK and Denmark. The common theme running
through these reports is that the rapid increase in traffic levels over the last five to
ten years has not always been accompanied by an appropriate expansion in road
networks. For example, the Italian report states that traffic levels have increased
by circa 30% over the last ten years in that country, while the increase in the
motorway road network was only 6.75% or 388 kilometres versus 2.979 kms in
Germany and 2.302 kms in France. Meanwhile in the UK, a backlog of motorway
reconstruction has built up which has led to congested motorways while the
Government tries to clear the backlog. Many countries also have problems with
utilisation of motorway networks as certain sections of road can carry traffic
volumes that significantly exceed the average.

The last Europa Transport Annual Report of 1989 analysed the length of
motorways in the twelve European Member States and across EFTA, using the
best available data. The results showed that:

- 53% of European motorways are in Denmark, France or Italy, although
these countries only have 32% of the population;
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- the greatest density of motorways (km/1000 kmz) occur in Belgium and
The Netherlands where the density is 31/2 times the Community average
and seven times the European average;

- the greatest density of motorways (in terms of km per mio population)
occur in Czechoslovakia, Luxembourg and Austria where the density is
twice the Community average and three times the European average;

- growth of length of motorways has been about 2% per annum in the
Community since 1980 and has slowed to 2 to 3% p.a. in EFTA and the
rest of Europe

The Greek sectoral report makes an interesting point in relation to the financing of
infrastructural investment costs mainly by third parties which are usually the
public sector - as opposed to their being financed by private companies. The
implications of this are summarised as follows:

- The share of road as a competitive transport mode is increased e.g. versus
rail or air

- The barriers to entry into the road transport sector are lowered as
investment cost is restricted to vehicles and transport know-how

- Productivity of operators in the road transport sector is partially dependent
on road infrastructure and traffic conditions which are controlled by others.
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The Importance of the Trans-European Network and National Transport Policies

One of the major strengths of the TERN is that it is being considered within the
overall Trans-European Network (TEN) which has a multi-modal focus. It is
therefore set against the strengths and weaknesses of each mode and does not
ignore the existing networks of each mode and the links between them. As such
there are Trans-European plans for land, sea and air transport modes and for
combined transport. As an illustration of the multi-modal approach, Volume 38
C97 of the Official Journal of the European Communities (20 April 1995) lists
five projects or groups of projects which have been devised to deal with the
implementation of new technologies and which relate to traffic management to
improve the use of infrastructures. These projects are identified as pilot actions
which should lead in the course of the next five years to full implementation and
have been estimated to cost around 50 billion ECU in total:

- air traffic management: harmonisation and integration of the
national air traffic management systems into a unified system,

- road traffic management services: pilot actions using traffic
control centres and radio data system - traffic message channel

- vessel traffic management and information services: a
European ship reporting system,

- system of reporting and navigation: development and
implementation of European components of the global
navigation satellite system (GNSS),

- pilot projects for a railway management system: control
command systems for selected high-speed rail links.

The obvious advantages of developing strategic transport policy via a multi-modal
approach are discussed in the Confederation of British Industry’s discussion
document on “Missing links: Settling national transport priorities (1995)”. It
states that policy in Germany compares favourably to that of the UK as the former
“seeks to emphasise the complementary rather than competitive relationship of
different forms of transport”. The report states that “the difference of approach
between Germany and the Netherlands on the one hand, and France and the UK
on the other, in balancing economic with environmental objectives is underpinned
by a greater willingness in the first two countries to see and develop transport
networks as an integrated whole”.

The development of European and national road infrastructures are therefore very
much controlled by principles and policies adopted by Government at both levels.
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They are also strongly influenced by the existing and planned infrastructure of
alternative and complementary transport mode networks.

Figure 2.17 below provides an interesting view of the satisfaction of business
people with the road infrastructure in their country. This is a subjective analysis
of business people who have ranked the extent to which road infrastructure meets
their business requirements (10 = highest level of satisfaction).

Figure 2.17

Business Satisfaction W ith Road
Infrastructure

IRL

Source: World Competitiveness Report 1994

Sources: - Europa Transport 1989 Annual Report
- Road Freight Transport in the Single European Market - Committee of Enquiry
Report & Recommendations July 1994
- Missing links: Settling national transport priorities, CBI discussion document
Jan 1995
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2.4.3 The Role of Multinationals and Small Companies

The road transport sector across Europe is dominated by a large number of small
companies. These companies have for years operated on low cost and basic
transport services and many of them are still doing so. However, there is now a
new type of company, the multinational, which is having a profound effect on the
nature of the entire sector. The multinational has a network of operations around
Europe and is providing high quality logistics, warehousing, stock management
and just-in-time deliveries. Many of them operate via high-level information
technology, with highly skilled staff and on the basis of very high standards.

There has been a noticeable change in the competitive nature as a result of the
success of the multinational firms. Such firms are increasing in size as the key to
their success is large, flexible networks which allow them to be as efficient and
effective as possible. They are focusing on market segments where they can
specialise and on areas where they can gain market share through the provision of
value added services.

Figure 2.18 below shows that the road haulage industry is dominated by small
firms. In the southern Member States of Spain, Italy and Greece, 95% or more of
small firms have less than six vehicles. However, in countries which have a large
share of international road transport there tends to be fewer small firms.

Figure 2.18: Number of Road Haulage Firms and Size Distribution by

Member State
Member State No of Firms 1-5 Vehicles 6-10 Vehicles >10
Vehicles

(%) (%) (%)
B 7812 73.5 10.9 154
D 44572 88.7 7.7 3.6
GR 26994 98.5 1.5 -
E 164976  98.4 1.4 0.2
F 28895 80.0 7.5 12.5
IRL 79.3 20.7 -
I 204119  95.0 3.1 1.8
NL 7390 70.6 15.9 13.5
UK 40000 85.5 7.8 6.7

Source: European Economy: Social Europe, Number 3, 1993/IRU

The European Economy report shows that that the average size of road haulage
firms appears to be growing over time - at the cost of a decrease in the number of
firms in the small size category. It is likely that the small firms are either being
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squeezed out of the market because their margins are so thin or they are being
swallowed into the networks of the larger companies. The national reports
highlight the fact that many growing companies are happy to sub-contract work to
small companies as a cost-effective way of expanding their distribution networks.
A close relationship is often developed with these sub-contractors so that quality
and continuity of service can be assured

The Netherlands sectoral report highlighted the fact that the barriers to entry into
the road haulage industry are almost non-existent. The result is that there will
always be small, one-man companies setting up. This practice means that supply
tends to be greater than demand and prices are always under pressure. As
mentioned before, the larger companies often engage in sub-contracting for
warehouse management and transport activities. This tends to occur both on an
ad-hoc basis at peak times and through structured chartering of small transport
companies who can help to expand or just operate a flexible network. For the
future, the Netherlands expects to see increasing enlargement of the transport
companies, together with further differentiation of customers' demands, sharper
requirements of customer service, accelerated product innovations and particularly
intensified competition.

In Denmark there has also been a noticeable level of concentration amongst
hauliers. In that country green permits are granted to all professional hauliers with
trucks exceeding 6 tons. Permission is also granted on the basis of economic
solidity, information availability, burden of debt to public institutions and
qualifications levels for the transport of goods. Between 1979 and 1993 the
number of hauliers possessing green permits has decreased, while the number of
permits issued has increased by about 6000 - thus indicating a higher degree of
concentration amongst hauliers over that time.

By contrast, in Greece it has been noticed that the average size of road haulage
firms is not growing over time. This has been put down to the lack of
modernisation and poor funding of the sector. It had been pointed out that the
official statistics in Greece are not really representative of the true picture.
Current legislative requirements mean that truck owners for international
operations have to establish special transport companies and each has to own at
least 200tn gross in weight. While the law provides economic incentives for the
establishment of large companies, in practice these "companies" are associations
of individual truckers who never develop a common strategy.

Meanwhile in the UK it is evident that there has been the usual trend towards
concentration. The sectoral report points out that the recessionary times lead
many manufacturing and retail companies to outsource their transport, warchouse
management and logistical activities so that they can stick to what they do best
and allow the experts to management logistical and transport sides of their
business. Of course these companies expect high standards of service as there will
be a negative impact on their customers otherwise. They therefore keep a close
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eye on the transport company and in turn the issues of customer care and quality
of service have grown in importance in these relatively large transport companies.
In the UK it is noted that retailers in particular have followed this trend towards
"contract distribution” but it is expected that this will spread across all industry
sectors. ‘

The French situation is similar in that there is a significant proportion of small
companies operating in the sector - according to the national sectoral report three
quarters of the French companies employ from 0 to 5 staff (in 1992 the total
number of companies was 40, 364) . At the same time, there is a high degree of
concentration as the approximately 728 companies who now employ over 50 staff
are responsible for more than a third of the turnover and investments in the sector.
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3 - EMPLOYMENT ENVIRONMENT OF THE ROAD TRANSPORT SECTOR

3.1

EC LEGISLATION

As was stated in Section 2.4.1 the creation of the Single Market in the transport sector
has developed relatively slowly, not so much in legislative terms but in the organisation
and operation of the Community transport sector. However, one of the areas in which
the European Commission has been subject to greater pressure to advance legislation
has been in the social area and specifically in the improvement of working conditions
for workers in the transport sector.

With the entry into force of the Single European Act in 1988 the European Union’s
activities in the social area were given a new impetus, as a concrete basis has been
created for dialogue between the social partners at the European level. As a result of the
political commitment to the Single European Act the “Community Letter of the
Fundamental Social Rights of Workers” was signed by all Member States, with the
exception of the United Kingdom, in 1989.

Developments in the area of social rights in the transport sector have been secured
through two complementary routes:

¢ on the one hand, those developments that are a consequence of advances in the
Common Social Policy, through which several social policy initiatives have been
applied in the transport sector with the support of the social partners through parity
committees (Parity committee on Road Transport) and through the Economic and
Social Committee; and :

e on the other hand, developments that result from the realisation of the Single Market
in the transport sector, given that the opening up of competition between Member
States forced the need to approve certain standard norms in the social area in order to
avoid distortion of competition between transport companies, i.¢. in the area of
maximum driving hours.

The signing of the European Union Treaty in February 1992 and, following this, the
signature of the Protocol on European Social Policy (by all Member States with the
exception of the United Kingdom) reinforced the political will to develop EU policy
in the social area. In this Protocol - that applies equally to the road transport sector -
there are several key areas that have an impact on the employment environment in
the road transport sector, namely;

e consolidation of the Community Letter of the Fundamental Social Rights of
Workers;
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e the key role given to the social partners in the consultation process for the
elaboration of legislation 