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Successful road transport managers need to have an understanding 
of an incredibly broad range of subjects, particularly when it comes 
to establishing the true total running cost of any truck in their 
commercial vehicle fleet.

From drivers, overheads, insurance and depreciation among the 
standing costs, through to maintenance and repairs, fuel, oil, tyres and 
AdBlue in the running-costs section, there is an incredible amount of 
information to digest and act upon.

Renowned management consultancy guru, Peter Drucker, is 
often credited as the source of the familiar adage ‘what cannot 
be measured cannot be managed’. It is a shame that this astute 
observation is now too often dismissed as little more than a cliché, 
because it certainly holds true in relation to truck operating costs.

One thing this booklet does not set out to offer is comprehensive 
guidance on every element relating to operating costs. There are 
numerous weighty publications that effectively do that job. Similarly, 
there’s no shortage of specific guides on alternative fuels to diesel, 
including our own What You Need To Know About: Alternative Fuels.

Our aim here is simply to remind you of the most important basic 
principles to always consider in relation to the truck operating cost 
decision-making process, regardless of how the vehicle is powered, 
and to highlight some of the most significant recent developments 
that are impacting operating costs now, or soon will be one way  
or another.

Should you wish to discuss any of these issues in more detail,  
please don’t hesitate to contact your Fraikin Account Manager,  
or call 0800 052 4455.

INTRODUCTION
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Amid all the furore about the impending 
death of petrol and diesel engines it is all 
too easy for a transport manager tasked 
with preparing a fleet operating cost 
budget to feel almost overwhelmed, not 
least by an ever-growing array of unfamiliar 
alternative fuels and drivelines. 

Fear not. The four basic parameters on 
which every truck operating cost calculation 
should be based have stayed the same: 
• Capital cost 
• Annual distance 
• Ownership period 
• Fuel consumption

Trailer and semi-trailer cost calculations 
should be kept separate from those 
for powered trucks, and again the 
basic parameters stay unchanged, 
fuel consumption apart, of course. The 
red diesel consumed by temperature-
controlled trailers’ refrigeration units 
can be accounted for readily enough 
under ‘running costs’, though there are 
signs that such diesel-powered reefers 
could be consigned to history by more 
environmentally-friendly alternatives – a 
prime example being Carrier Transicold’s 
ground-breaking all-electric autonomous 
Vector eCool refrigeration system.

One understandable worry for some 
transport managers is driver confusion 
caused by the burgeoning number of 
vehicle-charging and refuelling options 
with which they are faced. 

The costly consequences of mistakenly 
putting AdBlue or petrol in a diesel tank 
are well documented, but what about the 
differences between various AC and DC 
charging points? And are you sure that 
you and your drivers really understand 
how fuel from a pump labelled XTL differs 
from that available from one with a B10 
biodiesel label? 

The good news is that help is at  
hand in the form of excellent free  
guides to both electric vehicle  
charging and fuel labelling for petrol, 
diesel and gas vehicles across Europe. 
The easy-to-follow guides have been 
produced jointly by several leading trade 
associations including ACEA (Association 
des Constructeurs Européens 
d’Automobiles) – a big Brussels-
based European association of vehicle 
manufacturers. 

The guides can be found at 
www.fuel-identifiers.eu.

KEEPING IT SIMPLE
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Drivers account for by far the biggest chunk of 
costs under this heading. Then, in descending 
order, come: 
• Overheads (comprising mainly gas and electricity 

costs, water charges and business rates) 
• Depreciation 
• Insurance 
• Annual finance costs over the ownership period 
• Vehicle excise duty (more commonly called 

‘road tax’ or ‘vehicle tax’).

The typical total annual cost of employing a C+E 
driver for a 44-tonnes-GCW (3+3) articulated 
truck is around the £40,000 mark. This is more 
than 50% of the total annual standing cost for 
a truck of this kind. Small wonder then, that 
finance directors and transport managers alike 
are alarmed at press reports suggesting hauliers’ 
wages bills could rise by as much as a fifth as a 
result of changes to tax rules that have come into 
effect in April 2021. 

In addition to this, some reports also suggest that 
the imminent change in ‘IR35’ regulations could 
slash the number of self-employed truck drivers 
in Britain. All taking place at a time when there 
is already an estimated countrywide shortage of 
no fewer than 59,000 drivers, with the average 
age of the current workforce so high that about 
33% are about to retire, according to Logistics UK 
(formerly FTA).

Plans to change the IR35 rules are nothing new 
(the name comes from the number of the original 
press release on the subject of 20 years ago, 
issued by the Inland Revenue, now HMRC (Her 
Majesty’s Revenue and Customs)). IR35 has 

become shorthand for UK tax legislation 
designed to identify contractors and 
businesses suspected of avoiding paying 
tax, namely by working as ‘disguised’ 
employees or engaging workers on a 
self-employed basis to ‘disguise’ their true 
employment status. 

New IR35 rules came into force in the 
public sector in 2017 with a plan to 
extend these into the private sector 
from April 2020 – however, the Covid-19 
crisis put paid to those plans. Now, the 

new rules came into effect in the private 
sector from 6 April 2021. Some driver 
recruitment agencies estimate that one 
effect will be to add as much as 20% to 
the cost of employing an agency driver. 
In their latest annual report, Britain’s 
Traffic Commissioners advise drivers and 
operators to “review their employment 
status as a matter of urgency”. Sound 
advice. Certainly, transport managers 
need a clear understanding of IR35 
regulations and to take them fully into 
account in operating cost calculations.

STANDING COSTS
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A 32-tonne GVW 8x4 rigid with tipper 
body and its related hydraulic equipment 
is always going to cost substantially more 
to maintain and repair than a simple box-
bodied, two-axle 7.5-tonner. In fact, the 
annual cost of the 32-tonner is typically 
at least twice that of the smaller truck, 
according to respected published cost 
tables. But in both cases the proportion of 
total annual operating cost accounted for 
directly by repairs and maintenance is small, 
as might be expected, at around 5 or 6%.

Yet any truck fleet manager who takes 
this to mean that the subject warrants less 
than scrupulous decision-making, with 
painstaking attention to detail would be 
making a huge mistake. Irrespective of 
whether the work is done using in-house 
workshops, contracted out through a 
repair and maintenance contract, or even 
by means of a mixed bag of maintenance 
arrangements, the ramifications of wrong 
decisions in this area extend way beyond 
the direct costs.

Truck fleet managers always 
need to remember that an 
effective vehicle maintenance 
system is a crucial condition of 
their operator licence (O-licence). 
That licence is dependent on the 
OCRS (operator compliance risk 
score) rating kept by the DVSA 
(Driver and Vehicle Standards 
Agency). That rating in turn, 
depends on data from annual 
vehicle tests, roadside vehicle 
inspections, and inspections at 
operator premises.

Responsibility for vehicle 
condition cannot be contracted 
out. It is always the O-licence 
holder, not the maintenance 
provider, that carries the 
can. As an example, when a 
dreaded S-marked prohibition 
notice is issued by a DVSA 
vehicle examiner at a roadside 
inspection, the ‘S’ signifies 
evidence of a significant 
breakdown in the maintenance 
procedures agreed when the 
O-licence was issued.

The overriding message for 
transport managers could hardly 
be clearer: focus on the quality 
of maintenance and repair 
arrangements before fretting 
about saving a little cash here 
and there.

MAINTENANCE AND REPAIRS
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Much the same guiding 
principles apply to tyre cost 
management as to general 
maintenance and repairs. The 
fact is, astute tyre husbandry 
can pay off handsomely on the 
bottom line of truck operating 
cost calculations. Conversely, 
ill-informed decision-making on 
truck tyres can add hugely to 
both fuel and maintenance bills.

Take a three-axle, 6x2, premium-
specification, 460-540hp tractor 
unit operating at 44 tonnes 
gross weight, for instance. 
Covering around 140,000km 
per year, a truck like this will 
have annual tyre costs around 
the £2,400 mark. That’s a mere 
1.7% of total annual operating 
cost. But the less-than-obvious 
results of specifying tyres with 
high rolling resistance, or of 
failing to maintain tyre pressures 
correctly, could equal huge 
penalties in both fuel bills and 
roadside repair costs.

Just as with repair and 
maintenance contracts, a 
shrewd transport manager 
needs to pay careful attention 
to tyre management, including 
regrooving and retreading 
policies, regardless of whether it 
is contracted out or not.

One of the most common glib statements 
about truck operating costs, sometimes 
from people who really ought to know 
better, is to suggest that fuel accounts for 
more than any other individual cost. 

It should hardly need saying that any 
truck’s actual annual fuel cost depends 
primarily on the distance it covers and 
its average fuel economy as well as 
the net price of the fuel, of course. So, 
fuel is not necessarily the biggest cost. 
Some recently published, painstakingly-
researched, operating cost tables 
illustrate this point well. 

These show that the annual fuel 
(and oil) costs for a 6x2 premium-
specification tractor at 44 tonnes GCW, 
covering 140,000km at an average 
fuel consumption of 8.0mpg, would be 
£52,401. At 37% of total annual costs 
(the sum of running and standing costs), 
that is indeed the biggest single cost 

factor. But in the same tables the annual 
fuel cost for a 4x2 compact sleeper 
cab tractor, running at 31 tonnes GCW 
and covering 90,000km a year, is put 
at £26,164. That is only 25% of this 
particular truck’s total annual operating 
cost, whereas the driver would account 
for more than 37% of that total.

Fuel duty is always a contentious topic 
among truck operators, especially at 
budget time. That is hardly surprising 
when, despite no annual rise in duty for 
the past 11 years (including in the 2021 
budget), taxes account for around 66% 
of the price per litre of diesel in the UK, 
more than in any other European country.

The upshot of this, is that no matter how 
much transport managers may wish to 
steer clear of politics, they find it difficult 
when political decisions about fuel 
taxation have such a big impact on their 
operating cost calculations.

TYRESRUNNING COSTS
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DRIVEN BY DATA
Irrespective of whether fuel taxation goes 
up or down, and regardless of whether 
the truck’s fuel is diesel, LNG, hydrogen 
or even electricity, it is certainly expensive 
stuff and not going to get cheaper. 

Maximising fuel economy is therefore a 
crucial part of managing truck operating 
costs. Think of it in hard cash terms. If you 
are spending around £50,000 a year on 
fuel, then just a 2% saving will get you 
£1,000. Why would you not want that?

In the past, attaining reliable, precise 
measurements of a truck’s fuel economy 
was quite a challenging task for any 
transport manager or fleet engineer. That 
is no longer the case, thanks mainly to the 
latest generation of telematics systems. 
Though very few truck fleets are currently 
making the most of the abundance of 
running cost data available to them. 

One excellent example of how telematics 
systems can reveal valuable, and 
sometimes surprising, information about 
truck operating costs comes from Abbey 
Logistics, one of the UK’s biggest operators 
of bulk food powder and liquid tankers.

Using a Microlise telematics system, 
Abbey Logistics Chief Executive Steve 
Granite analysed data from his fleet of 400 
trucks and 550 bulk liquid and powder 
trailers for the 30 days before the UK’s first 
Covid-19 lockdown started in March 2020, 
and then compared that to the 30 days 
after it begun. Here are the key findings:
• Average speed went up across the fleet 

by 5.66% (from 36.6mph to 38.8mph)
• Average mpg improved by 2.6%
• Carbon dioxide emissions went down 

by 3.97%
• Engine idling time down from 2.51%  

to 2.04%
• Driving within an engine’s most fuel 

efficient ‘green’ speed band went up 
from 90.39% to 91.52%

• Cruise control use also went up from 
45.72% to 53.15%

“If we are prepared to shake-up our 
post-Covid 19 version of normal, we will 
all reap the rewards,” says Granite. “We 
partnered with Microlise to take as much 
of the guesswork out of our business 
analysis as possible. We now have 
concrete intelligence that we can, and 
should, act upon. 

“It is clear that data will continue to play 
a key role in supporting our sector as 
it returns to a new normal and it makes 
commercial and environmental sense to 
act upon this to support hauliers and come 
out of this crisis with stronger and more 
effective operating models.”

Managers of smaller fleets may worry 
that they do not have the resources to 
follow the Abbey Logistics example. 
Recognition of this is one of the reasons 
why Fraikin has appointed its first 
Technology Champion. Michael Hemming 
has extensive experience in satellite and 
vehicle technology, including 10 years at 
telematics company Masternaut.

“Through my years in the fleet industry, 
one thing that has remained constant is 
how available connected vehicle data 
continues to be criminally undervalued,” 
he says. “I want to position Fraikin as a 
leader in this sector. The goal is to provide 
expert analysis to our customers and  
help unlock incredible efficiency and  
cost benefits.

“Where telematics systems often fall down 
is through operators not having the time 
to act upon the information – this is where 
Fraikin can step in. We have the skills, 
experience and the data points required 
to make recommendations on how a 
customer’s fleet should be modelled.”
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Capital cost. Ownership period. 
Depreciation. These are three key 
elements in any truck operating cost 
calculation. The third of these, which 
hinges on an estimate of residual value 
at maybe three, five or even 10 years 
in the future, has never been easy to 
determine with confidence, even in  
more normal times. 

Now, with the switch away from internal 
combustion engines and fossil fuels 
gathering pace all the time there are 
inevitably huge question marks over 
precisely what a used diesel-engined 
truck will be worth in future, never mind 
one with a gas or pure electric power 
unit. Which is another reason why fleets 
are increasingly favouring contract hire 

and long-term rental – ensuring the 
residual risk doesn’t lie with them, and 
that they can simply hand the vehicle 
back at the end of the contract term. 

Two recent developments in particular 
have made even the most conservative 
truck fleet managers think more deeply 
than ever before about whether, and 
when, they should begin to move their 
fleets away from diesel and perhaps even 
as far as to fully embrace electric power. 

One of these developments is the 
memorandum of understanding between 
Daimler Truck and Cummins on a 
“global strategic partnership” focused 
on “medium duty engine systems”. 
Daimler, the world’s largest truck and bus 

manufacturer, tellingly says that one key 
objective of the Cummins deal is to allow 
it to focus on development of “alternative 
and emerging technologies including non-
diesel engines”.

Until recently it had seemed that no matter 
how fast pure electric drivelines are 
adopted by car and van buyers, or even 
within bus operations, they were unlikely 
to be a practical proposition for long-haul 
heavy trucks for decades, if ever. Perhaps 
the clearest sign yet that such assumptions 
may now be wide of the mark comes from 
news that DHL Freight is about to start pilot 
tests in Sweden of a fully electric Volvo 
FH truck, operating at gross combination 
weights of up to 60 tonnes. The truck will 
travel between two DHL Freight terminals 
in Sweden that are 150km apart.

“Our commitment is that our entire truck 
sales range will be fossil-free by 2040 at 
the latest,” says Volvo Trucks president 
Roger Alm.
 
All of which is fine, but it does leave many 
truck fleet managers with a dilemma, 
knowing that attractive as a switch from 
diesel to electric may seem, wrong 
decisions on timing, vehicle choice, 
charging stations, maintenance and repair 
arrangements and/or financial models 
could prove extremely costly. 

Small wonder then, that such uncertainties 
mean demand for the expertise of fleet 
services companies like Fraikin is  
growing fast.

BACK TO THE FUTURE
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Where can I find more information?

British Vehicle Rental and Leasing 
Association 
www.bvrla.co.uk

Road Haulage Association 
www.rha.uk.net

Logistics UK (formerly Freight 
Transport Association) 
www.logistics.org.uk

Zemo Partnership (formerly 
Low Carbon Vehicle Partnership, 
LowCVP) 
www.zemo.org.uk

Fraikin Ltd. 
First Floor, 2M 
Middlemarch Business Park 
Siskin Drive 
Coventry 
CV3 4FJ

www.fraikin.co.uk

0800 052 44 55 
talk-to-us@fraikin.co.uk 
@fraikin_uk 
Fraikin Ltd

 

 

TWITTER 
Linkedin-In

Centre of Excellence for Low-Carbon 
and Fuel-Cell Technologies 
www.cenex.co.uk

Centre for Sustainable Road Freight 
www.csrf.ac.uk

Vehicle tax rates in Britain 
www.gov.uk/government/
publications/rates-of-vehicle-
tax-v149

Fuel pump and electric vehicle 
charger labels guidance 
www.fuel-identifiers.eu 


