Fleets Should Consider
the Cost of Inaction

Survey shows proper prioritization and budgeting, no matter the market

conditions, will yield more success for fleets in 2023 and beyond.
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Overview

The economy has been declining since the start of the
COVID-19 pandemic. Supply Chain Quarterly said that
in 2021 “volatility, inflation, and surging demand caused
U.S. business logistics costs to increase by 22.4%.”

2022 wasn't any easier as overall costs, especially
maintenance and fuel costs, skyrocketed.

The International Monetary Fund stated that in 2023,
global inflation is expected to fall to 6.6% from 2022’s
8.8%. It is expected to fall further in 2024 to 4.3%.
Despite anticipated improvements, they are still above
pre-pandemic (2017-2019) levels of about 3.5%. And the
market has proven to be anything but predictable in the
last few years.

In the capital-intensive industry that is logistics, fleets
expect daily operating expenses. It’s a given that they
must account for budgeting basics, but some over-the-
road expenses are often overlooked, resulting in yearly
expenses exceeding the initial budget.

It's well known that the logistics industry is typically
volatile, but with unpredictable costs and a fluctuating

market, those that are ill-prepared in regard to
budgeting and forecasting will be left behind.

How many tractors are in your fleet?

500+ « 9.7%

To increase efficiency, many in the industry have

made the switch to newer forms of fleet management,
including the latest technology or partnerships, but not
everyone has. Some are still living with spreadsheets
and paper documents.

In partnership with FreightWaves, Bestpass asked fleets
of all sizes across the United States to share specific
information regarding their companies’ expense
reports/projections from 2022 as well as their overall
satisfaction with 2022 and confidence in 2023. The
FreightWaves team collected survey data from 100
participants regarding 2022 budget projections, specific
categories within the budget, forecasting and overall
performance satisfaction.

The survey found that respondents should make a shift
in priorities to make budgeting more efficient. While
priorities have shifted with the market, improvements
are still needed for companies to efficiently organize
budgetary needs and increase performance satisfaction
for 2023 and strengthen confidence going into 2024.

Fleets across the U.S. logistics landscape participated
in this survey. The survey saw that the majority of
participants (68.9%) identified as small to midsized
fleets with 100 tractors or less.

: 101-250 » 14.6%
. 6-100 - 38.8%

1-5 « 30.1%
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https://www.supplychainquarterly.com/articles/6767-state-of-logistics-report-shows-out-of-sync-supply-chains-battling-sharply-rising-costs#:~:text=Volatility%2C%20inflation%2C%20and%20surging%20demand,increase%20by%2022.4%25%20in%202021.&text=Last%20year%20taxed%20every%20inch,and%20a%20congested%20transportation%20network.
https://www.imf.org/-/media/Files/Publications/WEO/2023/Update/January/English/text.ashx#:~:text=Global%20inflation%20is%20expected%20to,levels%20of%20about%203.5%20percent.
https://ecapital.com/blog/the-top-three-financial-challenges-facing-trucking-companies-in-2023-and-how-to-manage-them/
https://ecapital.com/blog/the-top-three-financial-challenges-facing-trucking-companies-in-2023-and-how-to-manage-them/

2022 Expenses:
Not What Was Expected

Projections vs. expenses: How close were your 2022 expenses to your projections at the
beginning of the year?

. »20% higher  22.33%

10-20% higher « 27.18%

1-9% higher « 14.56%

_ 10-20% lower « 1.94%

0% 5% 10% 15% 20% 25% 30%
It's no surprise that expenses for 2022 came in higher 12% said their expenses wound up being lower than the
than projected for a large portion of fleets. A total of target (5.83% said 1-9% lower; 1.94% said 10-20% lower;
64.07% of respondents were over budget in 2022, with a and 3.88% said 20% or more lower).
majority stating that expenses were 10-20% higher than
beginning-of-year projections (2718%). Inflation has had a grip on the logistics space in the last

year. As prices and costs increased, so did budgets,
Despite this, roughly a quarter (24.27%) of respondents making these results anything but shocking.

said their projections were about on target and nearly
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Projections vs. expenses by category: Please rate how the following expense categories
varied compared to projections at the beginning of 2022 (where 1 indicates expenses
came in significantly lower than projections, 3 indicates about on target and 5 indicates

significantly higher than projections).

© Fuel + 4.04

Maintenance - 3.83

Driver pay « 3.45

Diving deeper into the results of the projections versus
expenses graph, those surveyed were asked about
specific categories in the budget and if the respective
category fell below or above projections. In terms of
weighted averages, each of these categories resulted in
the higher-than-projected side of things.

Fuel topped the list for fleets (weighted average of
4.04), with maintenance (weighted average of 3.83)
coming in a close second and equipment (weighted
average of 3.8) coming in a very close third.
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Equipment - 3.8

Toll expenses ¢ 3.17

These results were expected as fuel prices have
fluctuated over the last few years, especially throughout
2022. Fuel was also a top expense for fleets prior to
2022. The American Transportation Research Institute’s
(ATRI) 2022 Analysis of the Operational Costs of
Trucking reported that fuel costs were 35.4% higher in
2021than in 2020 and only dipped slightly

throughout 2022.
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https://truckingresearch.org/wp-content/uploads/2022/08/ATRI-Operational-Cost-of-Trucking-2022.pdf
https://truckingresearch.org/wp-content/uploads/2022/08/ATRI-Operational-Cost-of-Trucking-2022.pdf
https://truckingresearch.org/2022/08/10/atris-newest-operational-costs-research-documents-costliest-year-ever-in-trucking/?utm_source=rss&utm_medium=rss&utm_campaign=atris-newest-operational-costs-research-documents-costliest-year-ever-in-trucking#:~:text=The%20total%20marginal%20cost%20of,%25%20higher%20than%20in%202020).
https://truckingresearch.org/2022/08/10/atris-newest-operational-costs-research-documents-costliest-year-ever-in-trucking/?utm_source=rss&utm_medium=rss&utm_campaign=atris-newest-operational-costs-research-documents-costliest-year-ever-in-trucking#:~:text=The%20total%20marginal%20cost%20of,%25%20higher%20than%20in%202020).

Clutching Traditions

Forecasting platform by fleet size: Which of the following do you currently use to
forecast and budget operating expenses?

1-5 tractors We don'’t currently forecast or

budget for operating expenses
-_—
I ——
. Fleet management software

. Spreadsheets
6-100 tractors

]
- ] . Third-party benchmarking tools
- ]
— ]

Other
101-250 tractors

251-500 tractors

501+ tractors

0% 25% 50% 75% 100%
Participants were asked how they currently approach Shockingly, nearly 11% said that they do not forecast or
forecasting and budgeting for operating expenses. budget for operating expenses at all. This number was

higher than predicted.
Spreadsheets remain the most common tool across the
board (59.22%), especially among fieets with 101-250 It is evident that many companies still use traditional
tractors. Fleet management software came in second processes, such as spreadsheets, in order to maintain
(44.66%) overall and third-party benchmarking came in convenience. Itis likely that these companies are
as adistant third (23.30%). putting budget toward other needs, especially amid high
inflation.
More specifically, results show that larger fieets (251
or more tractors) are split pretty evenly between The mixed responses are nothing short of predictable,
spreadsheets and fleet management software. Smaller however it is still surprising to see a larger than expected
fleets still lean more toward spreadsheets while those number of fleets not forecasting or budgeting for
with six to 100 tractors chose fleet management operating expenses.

software as the top pick for forecasting.
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The Impact of Tracking
Overall Fleet Performance

Fleet performance tracking: Which of the following performance metrics do you
regularly track for your fleet?

. Fuel efficiency + 79.61%

Vehicle utilization « 65.05%

Driver behavior « 63.11%

Maintenance schedules « 63.11%

Route efficiency ¢ 44.66%

_ I don’t regularly track performance « 5.83%

0% 10% 20% 30% 40% 50% 60% 70% 80%
Participants were also asked to identify which Vehicle utilization (65.05%), driver behavior (63.11%)
categories they regularly measure for their fleets. and maintenance schedules (63.11%) follow behind fuel

efficiency in order.
Fuel efficiency is the most common performance metric,

with nearly 80% of fleets tracking it. With fuel being However, fewer than half of the participants stated that
a large portion of any fieet’s budget, as well as the they track route efficiency and nearly 6% stated that
fluctuation of diesel prices over the last year, thisis to they do not regularly track performance at all.

be expected.
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Overall performance satisfaction: Please rate how satisfied you are with the following
aspects of your fleet's performance where 1 indicates very dissatisfied and 5 indicates

very satisfied).
Number Vehicle Driver Fuel Route Maintenance
of Tractors Reliability Behavior Efficiency Optimization Efficiency
I D Y I
1-5 3.34 387 3 3.24 2.97
6-100 2.8 3.2 3.05 3.2 33
101-250 2.93 3.07 3.2 3.33 2.93
251-500 3.29 3.57 3.29 3.86 3.29
501+ 3.2 3.3 3.8 3 31

Respondents were asked to identify how satisfied they
were with their fleet’s performance in 2022 on a scale
of 1 (very dissatisfied) to 5 (very satisfied), and 3 being
neutral. According to these answers, respondents
across the board feel pretty indifferent about specific
aspects of their fleet performance, with the majority
selecting 3 (neutral) as their answer for overall
satisfaction per listed category.

Looking at the data by fleet size, driver behavior was the
highest scoring category across all fleet sizes with an
overall weighted average of 3.36. Vehicle reliability was
the lowest scoring category across all fleet sizes with an
overall weighted average of 3.05. However, the margin is
small and they both round to 3 (neutral satisfaction).

i FREIGHT WAVES' x

The differences are small, but it seems as though smaller
and larger fleets seem more generally satisfied, as fleets
with one to five tractors and those with 251 or more
tractors had higher overall weighted averages across

all categories. Midsized fleets (six to 250 tractors) had
lower overall weighted averages across all categories.

One thing to note is that while respondents placed fuel
efficiency as the most widespread performance metric
in the fleet performance tracking graph, it still falls in the
middle in terms of satisfaction.
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Budgeting Confidence
Wanes in 2023

Budgeting confidence: How confident were you in your fleet's expense projections for
2022 and how confident are you in your fleet's current expense projections for 20237

Very confident

Participants were asked about their confidence

level surrounding yearly budgets for both 2022 and
2023. An overwhelming majority (6214%) marked
‘somewhat confident” as their answer for 2022. And
while “somewhat confident” was also the most common
answer for 2023, far more stated that they’re “not very
confident” (30.10% for 2023 compared to 17.48% in 2022)
or “not at all confident” (14.56% for 2023 compared to
5.83% in 2022).

i FREIGHT WAVES' x

Somewhat confident

- @ @
- @ @

Not at all confident

Not very confident

17.48%

30.10%

The unexpectedly high expenses of 2022 have created
less certainty when it comes to planning. It’s no surprise
that the shift in the economy made fleets less confident
in their projections for this year as the economy will
continue to change.

Fleets Should Consider the Cost of Inaction
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New Year, New Priorities

2023 priorities: Please rank the following expenses in order of priority for your

Fuel

fleetin 2023.

Driver Pay

Toll Expenses

Respondents were asked to rank expenses, by category,
in order of priority for 2023.

Driver pay was just a middling issue for companies in
2022. For 2023, they consider it the No. 1 priority with

a weighted average of 4.32. Driver shortages and a
competitive labor market could be to blame for this shift
in priorities.

While tolling isn’t the top cost for fleets, it is a growing
expense that cannot be ignored. In 2021, toll costs
reached $4.2 billion, according to the 2022 ATRI report.
Additionally, its survey results showed that the average
marginal cost per mile spent on toll (3 cents) is more

i FREIGHT WAVES' x

Equipment e

Maintenance

Insurance

than that of permits/licenses (16 cents) and almost
equivalent to tires (41 cents).

Looking back at the projections versus expenses by
category graph, participants were asked about specific
budget categories and if the respective category fell
below or above projections. Participants marked fuel
(weighted average of 4.04), maintenance (weighted
average of 3.83) and equipment (weighted average of
3.8) all as above budget. With the exception of driver
pay, these mirror the results of the projections versus
expenses by category graph as these individuals were
prioritizing these categories going into 2023.
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Tolling Time and Expenses
Go Either Way

Time spent on toll-related activities by fleet size: How much time does your fleet spend
on toll-related activities per week (e.g. processing toll receipts, resolving toll errors, etc.)?

1-5 tractors
- ]

6-100 tractors
e

101-250 tractors . Not applicable
7
- ]
e . Less than 1hour
—_— |
1-2 hours
251-500 tractors [] ur
]
- | . 2-5 hours
-]
——————————
More than 5 hours
501+ tractors
]

0% 20% 40% 60%
Those surveyed were asked how much time their fleets Smaller fleets (those with less than 100 tractors) spend
spend on toll-related activities per week. Nearly 14% less time on toll-related activities, with the majority
selected "not applicable,” meaning they spend no time selecting “less than 1 hour” or “not applicable.”
on toll-related activities, most likely because they don’t
have tolls in their area and "less than 1 hour” was the While fleets, specifically small to midsized ones, are
most common answer across all fieet sizes (43.69%). prioritizing conversation around budgeting for tolling

expenses, it is a growing industry.
It appears that the larger fleets, specifically those with
101 or more tractors, spend the most time on toll-related
activities, with the majority spending more than one
hour weekly.
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Current tolling situation by fleet size: When it comes to toll expenses, which of the
following describes your current situation?

1-5 tractors
- |
s
e
— ]

6-100 tractors

101-250 tractors

251-500 tractors
- ]
|

501+ tractors

0% 20%

. Our toll expenses are too high and should be reduced
. Toll expenses are not a significant expense for my fleet

Other

When asked their situation regarding toll expenses,
nearly 20% of all respondents said they were too high
and should be reduced. Nearly 3% said they don't know
how much they spend on tolls each month.

With 44.66% of respondents claiming their toll expenses
are manageable, these numbers almost mirror the
results of the time spent on toll-related activities by
fleet size graph, with 42.72% saying they spend more
than an hour on toll-related activities.

Diving deeper, it seems as though toll expenses present
more of an issue for fleets with 101-500 tractors, with
alarge number of respondents selecting “our toll
expenses are too high and should be reduced.”

The majority of those with six to 100 tractors seem
confident in their current toll situation as the top two
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40% 60%

. Our toll expenses are manageable and not an issue

. I don’t know how much we spend on toll each month

answers were “our expenses are manageable and not an
issue” and “toll expenses are not a significant expense
for my fleet.”

The rest of respondents (those with one to five and
501 or more tractors) fall in the middle of the scale, with
the majority stating toll expenses are controlled and
several selecting “our toll expenses are too high and
should be reduced.”

Similar to previous findings, these results suggest

that the companies struggling with toll expenses
(approximately 22%) should consider a third-party toll
management service or allot more administrative time in
order to budget for these more effectively.
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Conclusion

Bottom line: The majority (64.07%) of fleets in the
industry went over budget in 2022 — each respective
category fell above projections, no matter how much or
little. This survey also shows that confidence is waning,
overall performance satisfaction could be higher and
budgeting could be more efficient.

And with the continuous threat of economic decline, it
is more important now than ever to invest in the right
processes to achieve these goals and make business
more efficient and profitable, evenif it is necessary to
step outside the box. In a highly volatile industry, every
player needs to continuously look for ways to be more
efficient, especially during the threat of

economic decline.

Companies need to find ways to improve performance
and reduce expenses — inaction isn't good enough.
Improving these numbers could see higher confidence
levels moving into 2024 and beyond.

So how can companies make that shift?

Strategic partnerships and investments can make
companies more prepared and efficient. Spending the
proper amount of time on budgeting and forecasting
could lead to better performance.

Bestpass manages over $1.5 billion in tolls per year

and positions itself as a leader in supporting fleets by
simplifying toll management. The company works to
solve numerous problems fleets face when traveling
across the U.S. and has now ventured into other areas of
management in order to help fleets build out a complete
view of performance.

In addition to its complete nationwide toll road coverage,
Bestpass’ intuitive toll management platform allows
users to easily assign toll charges and bills to specific
vehicles and invoice customers for the cost of the toll
and processing. This platform offers one consolidated
view for all tolling and violation issues that easily
integrate into your fleet system.

According to Bestpass, its customers have reported
that handing over management responsibilities has
generated anywhere from 80% to 2509 return
oninvestment.

It is more important now than ever for freight companies
to prioritize and budget properly to ensure success, no
matter the market conditions.
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https://bestpass.com/
https://www.freightwaves.com/news/making-fleets-more-efficient-through-partnerships-taking-the-hire-road#:~:text=According%20to%20Bestpass%2C%20its%20customers%20have%20reported%20that%20handing%20over%20management%20responsibilities%20has%20generated%20anywhere%20from%2080%25%20and%20250%25%20return%20on%20investment.%20The%20money%20and%20time%20saved%20has%20created%20more%20effective%20ways%20of%20doing%20business%20for%20many%20fleets%2C%20Fogarty%20said.

