Unit 4 - Transport Management 
Nature & Characteristics of Transport Management 
Decision and actions are affected by what is happening in both market and micro environment, reacting to other environments & responding to business opportunities/threats. Management is regarded as a repetitive process of planning, implementing (organising and leading) and controlling.
There are three hierarchical levels: SU 4 pg. 62
Top management: Generally regarded as the highest level of management, responsible for the strategic management & broad policy objectives of the business.
Middle (functional) management: Second level of management, responsible for tactical decisions that support the business strategy. Normally controls specific functions or divisions of the organisation.
Lower (operations) management: Responsible for even smaller divisions within a given function; supervision of activities that support achievement of objectives that support strategy.
The unique characteristics of transport 
· Immediacy of demand: High uncertainty. Immediately offer services where &when required. Cannot be stored for later use - services provided and not used, the resources used to provide the service are wasted.  Inter and intra modal competition affects the demand. Most passenger movements take place without advance reservation.

· Extreme variability of demand: Capacity must be able to meet peak demand while it will be underutilised in off peak. 

· Interaction between transport and the environment: macro environment gives rise to certain limitations that restricts transport management decision making capacity. Proactive.
Elements of Management
Planning – determine in advance what to do, how & when to do it and by whom it must be done
Implementation – Organising (work division amongst employees & allocation of authority) and Leading (influence people that they work towards achieving organisational goals & objectives)
Control – observe & assess actual performance against set standards and correcting deviations pg. 75
The essence of planning – Seven actions:Planning
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1. Identifying the purpose and mission of the enterprise (clear purpose & means to fulfil)
2. Setting objectives (goal umbrella term, goal statement description & objectives intermediate target to obtain goal)
3. Formulating strategy (general plan of action for deploying resources to achieve objectives)
4. Formulating policy (framework of guidelines on how to behave)
5. Procedures (define how activities should be performed)
6. Programmes (all elements objective, policy, procedures, tasks etc. necessary to carry out a plan of action)
7. Budget (quantitative description of expected results)
 Steps in planning
Steps in planning – please refer to figure 4.3 
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Implementation consists out of Leading SU 4 pg. 74 and 
Organising
The organisation of a transport enterprise involves three physical components:
1. Workers: the people who handle equipment and resources
2. Equipment: equipment (for example trucks) is necessary in order to carry out tasks
3. Commodities: the people and goods that require transportation can be seen as commodities
And phases of organising:
· Input phase
· Financing: finding the money
· Purchases: acquiring equipment and materials
· Operational phase
· Production: effecting change (transposing inputs into outputs)
· Output phase
· Development: improving production standards
· Marketing: selling the product (service)
Factors that influence the enterprise – Those that determine enterprises':
· Ability to offer a service
· Access to financial resources
· Cost of capital
· Availability of competent managers, workers and equipment
· The principle of optimum size
· The principle of the optimum growth rate
· Size (by restricting the volume of business)
· Priorities (determined by advantages/disadvantages of various alternatives, mainly cost)
Fundamental principles of organising - Seven issues of hierarchical structure: 
· Responsibility (duty to perform tasks according to instructions)
· Authority (right to give instructions & enforce duties. Informal experience / Formal position)
· Duties (tasks that managers assign to subordinates)
· Delegation (instructed/ given permission to perform an activity at their level) 
· Creation & division of functions & tasks (logically grouped together to maximise efficiency)
· Span of management (wide/narrow structure. Six influences SU 4 pg. 72)
Integrated Transport Management 
Logistics coordinates, cooperates and integrates different business units or functions across all management levels so as to achieve the enterprise’s objectives at the minimum cost. This activity extends across all the functions (horizontally) and also covers different management levels (vertically). 
The demand and supply characteristics of transport necessitate an integrated approach to the management of a transport enterprise. It is essential for resources and activities to be coordinated in such a way that the enterprise’s production or supply satisfies the spatial, temporal and quality requirements of the demand. 
Characteristics of the demand for Transport 
 The demand for transport can be derived from needs which only transport can satisfy by displacing goods and people from one point to another.
Consumer requirements are demands that transport users make related to the specific purpose for which they are using the transport service such as:
· Transport service: frequency of service, scheduled times, regularity
· Technology: suitability or capacity of transport equipment
· Cost of transport: price of service and other cost elements such as time.
Characteristics of the Supply for Transport 
The supply of transport services should be geared to users’ requirements. The different user requirements represent important opportunities for market segmentation and the choice of target markets.
It is the task of operations management to transform the enterprise’s resources into the required transport services, and it is the task of marketing management to determine users’ requirements for such services and to specify the desired service characteristics.
Operating strategy is the manner in which the enterprise uses technology of its choice and the resources at its disposal to provide a transport service that meets user demand while also achieving its own objectives.  Routing, scheduling and fleet composition are important components of the transport strategy.  Pricing method and policy are used to convert operating costs into user prices.
Basis for Integration 
Integrated transport management is based on the contributions which operating, marketing and financial management must make in order to maximise long-term profit. 
Each function contributes to the enterprise as follows:
· Operations function – measured in seat per kilometre made available in a period.  Ensures that services are provided in the right quantities & right quality at the required time & place.
· Marketing function – determining the relevant user’s requirements and the size of the demand for the various types of services.
· Financial function – to make available funds to buy durable assets and calculating the cost of providing transport service which is important in tariff determination.
 Interaction between operations, marketing and financial functions
 The first type of interaction is directly related to technical operations such as frequency of service, operating speed, reliability and safety. These outputs are generated mainly by the operations function, but within the financial constraints determined by the budget (finance) and based on the information supplied by marketing.
The second type of interaction has to do with the quality of the service offered – for example, whether it is convenient, simple to use and attractive. This is largely a function of marketing directly related to operational activities such as routing, fleet composition and the care of vehicles.
The third type of interaction relates to the cost of providing the service. Cost reduction can be achieved by operations.  Cost recovery through tariff setting is accomplished by marketing and finance. Goal is accomplished by providing the right capacity in the right place at the right time. By doing so, the use of the transport service(s) will be maximised, which will keep the unit cost of the service(s) as low as possible.
Minimal service level ensures traffic flow which will increase as service levels rises without the accompanying increase in user costs.  Increasing service levels from increasing traffic without an increase in income will drive up costs which will reduce profits.  An increase in service levels above the optimal level will result in an increase in price without an increase in profit.
Operating efficiency is determined by the ratio in input and technical output.  Usage levels are an indication of how well an enterprise is satisfying user needs.
Service efficiency is the ratio between technical input and market input.
Cost efficiency is the ratio between cost of input and market output.

Measuring the efficiency of service – Study and be able to apply the formulas in each criteria
Cost criteria (ratios for Total Operating Cost or Direct Cost)
Controls the cost per unit of service delivered.  It is a ratio of cost of providing service and the number of units produced.  Benchmarking the costs of the enterprise with those of competitors enables the enterprise to establish costs controls.
Cost delivered by an enterprise includes overheads while cost per vehicle is only costs associated with running the vehicle.
Labour criteria (Total labour cost ÷ [Total nr. of vehicle km] or [Nr. of ton/seat km produced])
It provides an indication of the productivity of the labour force to deliver a service.
Service utilisation SU pg. 82-83
Low tonnage/passengers per vehicle might indicate problems with physical availability with the vehicle or little demand on the route.  High tonnage prompts questions regarding the capacity of the vehicle.  Perhaps it might be time to increase vehicle size if tonnage demand justifies it.
Lower average utilisation per vehicle than the standard might mean that there is excess capacity or too many vehicles in the enterprise.  A higher utilisation means that the standard needs to be investigate and revised.
A high vehicle kilometre per ton ratio is an indication that the vehicle has a lot of empty legs.  Marketing can make a significant contribution by marketing the empty legs especially if non specialised vehicles are used.
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The ratios can be used to evaluate tariff principles and pricing policy.
Ancillary Vs Professional Transport 
	Professional Transport Management 
	Ancillary Transport Management 

	· A professional transporter is an enterprise that offers a transport service for compensation to outside organisations as a way of generating
income for its survival, for example Imperial Logistics 
· In a professional transport enterprise, all the functions/activities fall under the general manager’s control and are all obviously focused on the main activity, namely providing a transport service.

	· An ancillary transporter is an enterprise in which transport activities are supplied by one division/department to other divisions/departments of the same enterprise, for example the transport of blood in SA blood services
· This implies that the transport division helps other divisions of the same enterprise with the transport activity, without compensation.
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