CONFRONTING THE COSTS OF EMPTY MILES
Trimble Transportation

2021 GUIDE TO FREIGHT CAPACITY UTILIZATION

AND UNDERPERFORMING LANES

1

Trimble Transportation

2021 GUIDE TO FREIGHT CAPACITY UTILIZATION

A Quest for Balance
Imagine a world where supply and demand were always in a state of equilibrium –
where products and services were available in precisely the right volumes to meet
the needs of customers.
Such a world doesn’t exist, least of all for the North
American trucking industry, where 25% or more of
valuable freight capacity goes to waste each year.
The reasons are many, from unpredictable
economic conditions to contract commitments to a
lack of drivers and available hours of service (HOS).
But a more fundamental problem – the absence of
connected intelligence across the transportation
value chain – prevents shippers, carriers and
intermediaries from more efficiently and profitably
matching available loads to available equipment.
The byproducts of this inefficiency include higher
shipping costs, more frequent service failures,
broken contracts and a rising number of fleets
going out of business.

Unrealized Potential
Increasing capacity utilization is becoming more,
not less, difficult in the digital age. The inexorable
growth of eCommerce has led to shorter, less
predictable freight moves, which in turn lead
to a rising number of deadhead miles. Closing
the intelligence gap between partners who have
available freight and those with unused, accessible
capacity represents a game-changing opportunity
for commercial fleets.

US Carrier Failures
2018
2019
2020
Source: Broughton Capital.
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That Empty Feeling
Deadhead miles are an expensive problem, not only
for commercial and private fleets but also shippers
and, ultimately, consumers.
The math isn’t pretty: Average marginal operating
costs per mile for a tractor trailer in 2019 were $1.85
(LTL) and $1.55 (truckload), respectively, according
to the American Transportation Research Institute
(ATRI). The percentage of non-revenue miles reported

by for-hire fleets rose to 21% over the same period.
ATRI estimates, therefore, that non-revenue fuel costs
alone totaled $8,400 per long-haul truck, based on an
average of 100,000 vehicle miles traveled.
When driver wages and benefits, lease or purchase
payments, insurance, tolls, tires and mechanical
repairs are considered, losses can rise to more than
$25,000 per truck.

Beyond the Numbers
The impact of the industry’s utilization problem extends much deeper than vehicle operating costs, specifically:
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|

Many for-hire fleets that do find backhaul opportunities often do so at loss-leader rates

|

Non-revenue miles artificially boost carriers’ contract and spot rates, making them less attractive to prospective
shippers and intermediaries

|

A number of fleets have been forced to invest in additional salespeople, analysts and technology to help build out
more backhaul loads that complement their contract business

|

Utilization issues invariably lead to driver retention, HOS and service level problems

|

Fleets running below capacity have the reduced ability and incentive to expand into new lanes, limiting growth.
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Old Problem, New World
Growth…at a Cost
It’s doubtful a trucking company executive from the
1970s or ’80s would recognize today’s freight market.
Equipment has changed. Drivers have changed.
Technology has advanced.
But above all, the shipper community has been
transformed, largely due to the 800-pound gorilla
in the room known as eCommerce and its hyperdemanding cousin, Omnichannel Retailing. And don’t
forget the Covid-19 pandemic, the effects of which will
likely be felt for years, if not decades, to come.
The online share of U.S. retail sales (excluding
restaurants and other service businesses) grew to
21.3% in 2020, while eCommerce revenue jumped
44% over prior year, according to the U.S. Department
of Commerce. As a consequence, retailers continue
to decentralize their fulfillment networks, resulting in
increased demand for shorter freight hauls, tighter
delivery windows and faster driver and equipment
turnarounds. All of which spell increased risk for
transportation partners.
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A growing freight market is good news for the
trucking industry. But the unique characteristics of
recent growth impose tremendous stress on carriers
striving for increased efficiency, improved equipment
utilization and stronger operating ratios. It’s just not
getting any easier to find the right freight at the right
rates on the right lanes at the right times.

The Changing Face of Bid Season
Even bid season, that annual tradition that has served
the industry so well for multiple generations, has
been turned upside down as shippers reshape their
distribution models and increasingly leverage new
technologies to find the lowest possible rates.
It wasn’t long ago that carriers could set themselves
up for a great year by assembling a strategic portfolio
of annual freight contracts. Given the reduced
predictability of today’s digital economy, however,
many shippers are now using shorter term “microbids” that allow them to pursue other options as
conditions change. In other words, every season is
now bid season.
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Identifying Untapped Opportunities
Given this new reality, a carrier’s growth strategy must be based on facts. That means
building on competitive strengths and minimizing the effects of any operating weaknesses.

Building Your
Strategy for Success
How can you grow your freight business in a market that “just doesn’t act normal anymore?” The
first step is to accept that “normal” freight cycles disappeared with the advent of eCommerce and
Omnichannel as well as the structural shock of the global pandemic.
What the facts of this “new normal” do tell us is that the relationship of shipper and carrier is
more important than ever. Looking for the right freight opportunities means aligning each party’s
business strategy, network, operating capabilities, service requirements and financial realities.
Many shippers now realize that attempting to time the contract and spot markets is fraught with
risk. Rather, they are looking for ways to make their freight more attractive to quality carriers and
might even abandon the bid process to retain the right carrier partner on strategic lanes. Sticking
to this holistic framework fosters the predictability and trust desired by shippers and the volume,
revenue and improved operating ratios needed by carriers.
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It’s not a case of communicating who you think you are to potential shipper partners but
rather who you really are based on network design, fleet size/type, specialized capabilities
and track record. When was the last time you performed a fact-based assessment of your
market position and operational metrics? For example:
|

Are you satisfied with the performance of your network? Where and how do you want to
grow? What changes would you need to make to achieve your growth objectives?

|

Are you aligned with the “prime” shippers on each of your lanes? Are you diversified to
reduce risk of business loss?

|

What is the true value of each lane and customer based on O/R; historical volumes, costs
and rates; velocity – including revenue per truck per day, trailer turns; miles per hour;
frequency of transit delays; and invested time and resources?

|

Do you properly measure the costs and benefits of contracts that inherently lead to
increased empty miles?

|

Do you measure all of the effects on your business of empty miles, including their impact
on third-party carrier relationships?
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Run Full, Stay Strong
Reducing non-revenue miles isn’t easy. Rather than
chase a never-ending series of one-off spot loads,
it’s best to develop a comprehensive, data-driven
backhaul strategy that complements your network
design and book of contract business.
Developing a solid strategy will require manpower
and analytics along with a consistent, aggressive
sales outreach initiative. It will require the use of the
latest technologies, including data analytics, asset
routing and tracking solutions and, of course, the
growing number of digital load boards. If you attack
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this opportunity with the right strategy, you may
be able to gradually reduce your reliance on lowerrate backhaul loads by establishing more strategic
shipper partnerships within each region you serve.
And finally, don’t get distracted by talk of
the “Uberization” of freight. Successful
manufacturers, retailers and other shippers
are increasingly recognizing the importance of
building stronger carrier relationships. It’s just a
matter of making this new reality work best for
your business.
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Connect and Scale
with Trimble Transportation.
Ready to capture new opportunities and revenue?
Explore how joining Community Load Match from Trimble can help you achieve
the right freight mix via new contract and spot opportunities.

Phone: +1 866 914 5299
Website: transportation.trimble.com

Trimble Transportation is connecting and scaling the global transportation supply chain to empower all stakeholders ‒ including carriers, shippers and intermediaries ‒ to improve resource
utilization and maximize freight coverage at the best possible value. Trimble’s extensive portfolio includes transportation management, fleet mobility, maintenance and visibility solutions, each enabling
customers to enhance collaboration and connectivity throughout the journey. For more information about Trimble Transportation, visit: transportation.trimble.com.
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