inancial analysts
long realized th

ments driving a fleet’
ability to turn a profit.
The concept is simple, even for
those who aren't accountants,
Although calculating an overall
cost per mile (CPM) for a fleet by
dividing total expenses by total
miles loaded offers a general pic-
ture of an operation’s cost structure,
it's an imprecise tool at best, offer-
ing only intuitive hints about the
real costs of specific lanes, freight
Or CUstomers
ABC starts with variable costs tied
to miles driven, but then assigns
fixed expenses tied to time and
specific activities or circumstances.
For example, variable expenses
like fuel, driver mileage pay, parts,

g

I

~~
tires and tolls are measured by the ™

mile. Fixed expenses allocateg by
time would include d{:pr::(tril. i
maintenance, marketing anc

ation
costs not directly tied to m@‘aﬁy

en. Those fixed expensescan Swh
include such detagl: V;Jé;-’;}cc ssopvil
charges and freightdendiy.
Combining the th'}"tj.:;p?:‘&-r}.lf ex-
penses allows.you to meadre and
forecast acausyre ‘epsts for individ-
ual customers, 14 %#might. even
for specific TWE%E_-‘*: drivers. With
that ilﬂ}:]l]_i‘]:!l'{hn-i_ﬂ e, a ﬂ:_'::'l can
identify rofigible and unprofitable

(th:@@}- 1t ake steps to ad-

. . m
ith data collection nm?’g{ sifipler
nanagement systems, act

iy badéd costing
=ty
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hy fleet

is enjoying new-fou n?@eﬁ?
g
~.

I ;
gt s those dragging down its op-

erating ratio.

While simple in concept, ABC
requires enormous amounts of
accurate data to generate useful
information. For the last two de-
cades or so, the resources needed
to feed ABC analysis have limited
it to the major LTL carriers, and
more recently, some of the largest
truckload carriers, who have the in-
formation technology resources to
create their own ABC models and
interfaces with fleet accounting and
MANAZEmEent systems,

That barrier to ABC has now
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rate analysis and forec
practical for fleets w ith :
50 trucks. ABC interfaces fc
fleet management systemsei
ing web-hosted systems g~y
small fleets, have beerydevs (]
by well-established j \

sulting groups like 'I{_“‘Mﬂu.' tga-

I H("_
frincon. coml. IQ \?;\{‘L\
The d;tt‘;{ﬂ@l‘rzd LI .yzlu.iralu

cost analy#id.mikds it down o
shipment e wag{'{—ﬁ"ﬂs_u be auto
ystems, where
Al the various

cis.com) and Trincg

flee s 41‘114\ xecutives who
ne _ gml,-t_)ju ABCiseven
mte,L int so-called “dash-
ln n1‘.'w.~iull._=§? making it easy 1o

rm n: Llwr_ scenarios that
P a‘ ricing a single log 1l to

4 customer’s 1mp act On

PRIMITIVE TO SOPHISTICATED

As a mid-sized regional LTL car

ey in the Mid-Atlantic and Mid-
west, Pitt Ohio Express has for
some time used ABC on “an ad hoc
basis with manual data entry into a
spreadsheet to determine the prof-
itability of new accounts o review
old ones,” says Steve Milcoff, dir.
of costing and analysis. "But as
;L,J'L*w it was |'|:-11I1; lL'i.liUUH to [:rl.

we l:c_},an hmkmg, .Lt TC {:- :
model.”

It urned out that TCG's method
ology for assigning various costs
matched Pitt Ohio's well. By draw-
ing on data already in the fleet’s
accounting svstem and additional
customer information maintained
in a database, TCG's system “lets us
[run cost analysis] on 20 to 30 ac-
counts a day, compared to 20 to 30
a week with our manual process,”
says Milcoff,

Pitt Ohio has also combined the
ABC system with a business intel-
ligence analysis tool called Cube-It.
*That lets us manipulate data and
run reports much more actively,”
says Milcoff. “You can move data
fields around, turn on or off attri-
butes and run reports on the fly. It
lets us rank thing really quickly by

many variables,
profitability.”

In the last thy
has dropped its ¢
three [Juir‘ns. :

up any
it q g :
expecied gy, Hke sc g
Girrs we had questions
i, .1;1:;‘;%%1[” numbers that
| how! we were losing mon-
‘ounts,” he says.
seretit of determining spe-
mepifyrmance numbers by ac-
a2 that “it gave us the cour-
«ct on things we thought
problems,” says Milcoff
bt a year and a half ago we
‘_LI '={[i1‘|frt>u[1|‘|x: ABC umh'x‘i-el

rs s ulL SEnNse Lml W I‘mh l|lL|!] L
Initially Pitt Ohio used the fl-{t/1
primarily for pricing, but it :‘nm\-
translates that information into an
account-by-account profitaby I}l-_-;
system for the entire c‘:r:_{.uli:/.:!.l,i.:‘m
“We even have an interface Mastle
employees look at accounis@ixl —
hased on color codi ﬁ—f@"
see their activity levEl'agpdAalie
* says Milcoff. Théflgetalso has
an ||pt|.l1lnr.:~ :L.wk.lltll;:?:?tt that's
now using the AB& data to look at
ways to mke cos 1|.|1'-4._|1 that part of
the organization.~ ra
“Going foramh, we intend to le-

verage the-dat? Lui-.::[;‘\.) ‘0sls out of
all our dysegas s LABC] is not just
aboutfajsing Pees SMilcoff adds.

s,

rier Pitt Ohio rotionalize rotes

_J\hd\‘l\

The fleet has also started colleet="
ing vehicle location and stop IL
from its wireless PeopleMet cor nﬁN.
nications system. “We want 1 a_~.nn'r= '-.__
pare real-world data \\('}:7 (JI.Q -.m\:r—._‘\
ing data to see if we « Jl neane

the costing models, (’h MKM\H:;

TRUCKLOAD ABCS {:- Lo "7
While large LTL flg# \'T‘I‘\L lm.l

ABC for many yedrs :_"Nt:_']:r_: o the

tool o trucklodd DReidns has

proved m :n--.,u.l Hr@‘k\;‘m :rhaps be
cause TL |Ihn face more var-
ied operatiy g-q.m Fies that might
SEEm m/(:ak._ LI:.‘\s.?ﬂ]l[n[”]}_, stan-
o agsts difficult,
wartiers have been

slow 3] because there's
the H[Eu_l.'-le-]lr n that CPM is the
-‘H 5 " says Ken Manning,

T
'14{-", TCG and a member
wdustry committee credited
W RL\ wreating ABC 25 years ago.

\l‘tw-q_hq ]xﬁ to add up loaded miles

divide by expenses. And tha
unu]LI work, as long as you don't
have trailer pools and all your lanes
yre pe rfectly balanced. Going be-
vond CPM to indivicdual load cost-
ing seems tough, though, because
there are so many variables with
each load moved. You do need vo-
luminous files to get to the level of
detail we get (with ABC)"
wWith 500 tractors and 1,300 trail-
ers in rruckload operations, deBoer

Transportation Inc. of Blenker, W1,

has long been recognized as an in-

novative fleet. Founded by Ron de-

Boer in 1979, it was one of the first
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small IN,.K s To e PCs to man
age it siness ;m:l was an early
adopteDf cetaini-sided trailers.

'I‘ht‘\ﬂ:_cl’—{@u ted to get a better

hgrdlée =g @deing and costs, and it

¥ \ ABC, but "with all the
licln't AT

olved in this business it

(e sense unless we could
sgrate it mth our fleet manage-
b Bystem,” says Roger Placzek,
{ales and marketing,

Last year, deBoer learned that an
interface had been developed by
another carrier for the TCG system
and its TL-2000 program from TAMW
Software. By Jan. 1 of this year, the
fleet began running ARC,

“Now we can look at the oper
ating ratio and income and cost
specific lanes.” says Placzek. "Ir
cultural change, We're starting
measure business on profitability
rather than CPM, and we trying to
drive profitability, not more miles.”

Only six months into the program,
deBoer started by concentrating
it analysis on its worst performing
accounts. “With CPM, headhauls
always look good and deadheads
always look bad,” says Placzek.
“But now we have a truer picture
because we can see the real impact
of activities. We also have credible
numbers to 20 o customers with,
and while they may not like a rate
increase, now they understand ir.”

In that six-month period, the
fleet's operating ratio has improved
by half a point. “That could just be a
spike, and as we collect more data
we'll get better measurements with

itability, not miles

high degree of confidence in the
data,

“We accountants see things as
black or white,” says Tom Blume,
CFO for Nagle Toledo Inc. “If some-
thing doesn't reconcile with the
general ledger, we don't believe it's
too dependable.”

Nagle is a transportation services
company with brokerage and con-
fract maintenance ﬂ[]tﬂﬁl[’jf_‘lﬂs. as
well as a small truckload fleet with
51 company-owned tractors and 11
owner-operators, that operates from
Ohio east hauling dry and refriger-
ated freight. A year ago, it added
Trincon's TruCosting ABC system
to its Loadmaster fleet IlhlIMf.,L[[l.Ll]I
system from McLeod Software,

That integration was importa lz(f" L
as was Trincon's twmhhlhrv‘tq -._
complete the integration hj«' é
ping the general JLL'E.,L]’ ts. ‘-
and setting expense catel 1__1{.'\ o
guess you could do it DHE:‘I::‘[T"-EI:’I"-
we don't have a staff laf e:‘n:-ug[:;"";
1o take on that kind of }i{ﬁﬁ.:_‘t“’qa.ya

Blume. “\
: Eﬂlld:ﬂ lhe'

With a year's wnn

system, Blum -133 ".-L'_’f-\_ he Com-
pany “is ~.t|l| inr -Iht‘?‘(_i;‘ }e VEears
of the ABC I ovcles It psing the
data to identjfare L"'-r-{}‘-pruﬁm'l“.nl—
ity and to uq(lf? rwl‘t.u,?{_unixnhuu:*;
to that rq},u “Once we see
what's 7 mgﬂn .J‘ﬁd see what pric-
£5 We SAOUIEDC d]g]ﬂg We can
lmu_ 2 f.l.uI-eJ'l‘t;,-:_n[ discussion with
(){Lr engr gr;]:!,nd justify any price
|.];|,_l,_l =1ys

quictly rank and analyze accounts / ’\L‘t vilue of ABC for Nagle
on an on-going basis. And we don't 4wl oquie “down the road as we
have to try to get general rate in- \{‘lk}-t

t ur own benchmarks for
creases. Instead we can be much comipagikon,” Blume says, “You can
more selective about raising spe;

In someddse:
backhauls .
with ABS they

zek

oer suspected
n-uﬁtuh]v, but

lity over time, “In the
only had broad strokes,”
ays, VIf a customer's rev-
r-mile was good, then we

get [c r::ﬁtl data from ATA and from
cific rates or holding them based "~ gther fleets, but you'll never have

on actual performance.” —\thplﬁ -to-apples comparison.
(LI

re’s nothing like having your
BALANCING ACT

’)wn benchmarks to see what's
One major factor tha '*Q} Lir.* changing in your business and
Boer the confidence td- .LL{".‘- 50

why."
heavily on its ABC system JH‘-I\T Blume also believes that wheth-
“all the data is rece ke with od

er if's setting rates or determining
general ledger,” Plinszek- explains. profit strategies, ABC “can'’t replace
Fixed cost assignn s-comng di-
“Fixed cost Enmenis-come d

the human element. ABC is a tool
rectly from the ,u:nq_ﬁj, eelger into for the decision maker.”

the ABC prog, M\Cl“ 1 analy- But it's a powerful one, he adds,
sis is based oy e grunbers, That  “and you want to use every ool you
arrgers a very  have at your disposal for success.
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