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PERFORMANCE OF ROAD FREIGHT TRANSPORT ENTERPRISES
DURING ECONOMIC RECESSION"

This paper aims to evaluate the performance of enterprises, with their main business activi-
ties in the field of road freight transport during the years from 2008 to 2012. The issue is solved on
the sample of 775 small businesses in Czech Republic. During the mentioned period the number of
legal entities active in road freight transport is increasing, the opposite trend is observed as for the
volume of goods transported via national road freight transport. Return on assets is used as the indi-
cator for measuring the performance.

Keywords: return on assets; freight road transport; economic recession.
JEL classification: D92; E39; R40.

fna Ky6enosa, ®@inin I[Terpax
ITOKA3HUKHU POBOTU BAHTA2KHOI'O ABTOTPAHCIIOPTY
Y [IEPIOJ] EKOHOMIYHOI PEIIECIT

Y cmammi npoanaaizoeano noxaznuxu po6omu nionpuemcmas, 0OCHOGHUM HANPAMKOM Po6O-
mu AKuX € 6aHMAax3cHi agmonepesesenns, ¢ nepioo 3 2008 no 2012 pix. Bubipka docaioncenns —
775 maaux nionpuemcme y Yecokiit Pecnybaiui. Ilpomsazom ycvo2o nepiody docaioxncenns 3azann-
Ha KiabKicmb makux nionpuemMcme mae meHOeHuiro 0o 3pOCmanns, 00HaK y moil xce 4ac 006cse
nepeeeseHux moeapié NOCMIiliHO 3HUNCYEMBCA AK 0451 HAUIOHAALHO20 A6MOMPAHCHOPMY, MAK |
a5 mixcHapoonozo. Karouosum noxaznuxom pobomu eanmaigicenepesizHukKie oopano penmabenp-
Hicmb akmuegie.

Karouogi caosa: penmabenvricms aKkmusie; 6aHMAad)CHi a8Monepese3eHHs; eKOHOMIYHA peyecis.
Dopm. 1. Puc. 3. Taba. 2. Jlim. 10.

fna Kyoenosa, ®@umm Iletpax
ITOKA3ATEJIN PABOTbI I'PY30OBOI'O ABTOTPAHCIIOPTA
B ITEPUOJ, DKOHOMMWYECKON PELHHECCUU

B cmampve npoanaauzuposanst noxasameau pabomot npednpusimuii, 0CHOGHbIM HANPas.e-
Huem pabomvl KOMOPbIX AGASIOMCA 2py306ble agmonepesosku, 6 nepuod ¢ 2008 no 2012 200.
Buvibopka uccaedosanusa — 775 maavix npeonpusmuii ¢ Yewickoii Pecnybauxe. B meuenue écezo
nepuooda uccaedosanus obulee KoAUHeCmeo MaxKux npeonpusmull umeem mMeHOeHuuIo K 603pac-
manuio, 00HAKO 8 MO ce 8DeMsi 006EM nepede3eHHbIX M0BaAPO8 NOCHIOAHHO CHUNCACICA KAK 045
HAUUOHAAbHO20 AGMOMPAHCNOPMA, MAK U 0451 MeXCOYHapoono2o. B kauecmee karouesozo noxa-
3amens padomol 2py30nepe6o3HUK08 UCNOAb3YEMCs PEHMAGEeAbHOCHb AKMUGOE.

Karouesvie crosa: penmabensHocms aKkmueos; epy306bie A6MONepesosKi; IKOHOMUUECKAsl peyec-
cusi.

Introduction. Economic, financial and debt crises became a hot topic after 2007.
This issue is closely linked to economic cycles and phases. Economic recession as a
phases in a economic cycle, in this case, led into a drop of demand globally. This arti-
cle deals with the development of enterprises with core business classified according
to CZ-NACE as freight transport in the period 2008—2012 with a focus on their num-
ber, development and performance in Czech Republic.
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Literature review. The term "performance” is used in everyday language, regard-
less professional field. Everyone can interpret the contents of this term and understand
what a speaker wants to express. The very semantic nature of the term "performance”,
however, can often escape during communication. The exact definition of the term is
difficult to formulate because of its use in various fields. Very generally speaking, the
performance is "characteristic that describes how the examined subject performs a cer-
tain action on the basis of similarity with the reference method execution (during) this
activity". For the correct interpretation of this characteristic it is essential to compare
it with a reference sample in terms of criterion scale (Wagner, 2009).

Kaplan and Norton (2004) see two ways of how to improve the financial per-
formance of a company. The first option is to increase revenues and the other one is
to increase productivity.

Suitable indicators for measuring performance of a company can be found in
Hult et al. (2008). His study is based on 94 studies published in 1995—2005. Hult et
al. (2008) dealt with the performance of internationally active companies. The most
commonly used performance indicators for international businesses include the indi-
cator based on sales (i.e., sales volume, revenue growth, the share of exports in sales),
whose relative frequency of use is 52%. Another type of indicator is a subjective per-
ception of the overall performance (relative frequency of use is 47%), market share
(44%), return on assets (29%), another indicator of profitability is return on assets
(26%), productivity (20%) or performance as compared to the closest competitor
(20%).

Richard et al. (2009) examined 722 articles published in prestigious journals
between 2005 and 2007. Company performance in 69% of the analyzed articles was
understood as the dependent variable. Half of the articles used several indicators for
performance measurement, for example, the indicators based on accounting data
(such as cash flow, profit before tax, net operating profit after tax, revenue, revenue
growth, return on assets, equity or invested capital).

Siska and Lizalova (2011) focused their research on finding appropriate indica-
tors of long-term business performance. The problem was analyzed on the data from
4,222 companies within the years 2006 to 2009. The performed cluster analysis clear-
ly defined two groups of indicators, which are the indicators of profitability and
growth. This investigation confirmed the above-cited ways to improve financial per-
formance by Kaplan and Norton (2004). Siska and Lizalova (2011) concluded, that
for the purpose of long-term evaluation of a company it is suitable to use either the
indicators of profitability and growth, based on stable total assets (i.e., return on
assets, growth of assets) or use the indicators of profitability and growth, based on
sales (i.e., return on sales, sales growth), but it is necessary to cleanse the risk of annu-
al fluctuations.

Profitability indicators are focused on corporate earnings in two aspects, one of
the elements are operations that contribute to profit and the second is the relation of
profit to total investments and the investments of shareholders (Rich et al., 2011).

Return on assets measure the profit produced by companies with the total capi-
tal or total investment of both creditors and owners (Rich et al., 2011).

The indicator of return on assets can be expressed both as the sum of gross pro-
fit and interest (the so-called EBIT, profit before interest and tax), or is expressed
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through profit after taxation and taxed interest. Inclusion of interest (or taxed inter-
est) to actual profit is, due to the fact that profit is the reward for providing equity
interest, reward for providing foreign capital to cover projects or activities (Fotr and
Soucek, 2005).

Road freight transport is an important part of any economy and, like all the other
sectors it was also affected by the recession. Continuous evolution of road transport is
evidenced by many studies conducted on this topic.

The research conducted by Alises, Vassallo & Guzman (2014) was comparing
road freight transport between the UK and Spain. The results show that increasing the
share of services in GDP has substantially contributed to decreasing road transport
demand. Changes in road transport intensity due to improvements in logistic and
supply chain management have been more successful in the United Kingdom than in
Spain.

The next study in Spain analysed the generalized transport costs in the period
between 1980 and 2007. The results showed that trade-weighted transport costs
declined by 16.3% from 1980 to 2007, and the main driver behind this fall was the
contribution made by infrastructure improvements in the form of time and distance
reductions (Zofio et al., 2014).

Research objectives and methodology. The aim of this article is to evaluate the
performance of enterprises with core business categorized by CZ-NACE as "road
freight transport" between 2008 and 2012. The paper also deals with the development
of legal entities in the business of road haulage and the development of the volume of
goods carried by such entities.

The source data was provided by Czech Statistical Office and the Albertina data-
base.

Companies from the Albertina with core business in road haulage were selected.
We used 775 enterprises for further work. All of these businesses are, in accordance
with the criteria of the European Commission for SME, which defines small busi-
nesses with the number of employees less than 50, the turnover is lower or equal to 10
mIin EUR or balance sheet total is less or equal to 10 min EUR. There was no
microenterprise, medium or large enterprise with major operations in road haulage in
the database.

Performance of enterprises was monitored on the basis of the indicators of return
on assets, i.e. ROA (Fotr et al., 2012):
profit before interest and taxes N

total assets

For each subject we calculate the value of return on assets (ROA) and subse-
quently the median values and interquartile ranges for the total sample.

For deeper analysis of enterprises’ performance, the subjects were divided by the
number of employees. The entire sample of small companies is further divided into
the following groups:

- 10—19 employees (352 subjects);

- 20—29 employees (77 subjects);

- 30—39 employees (39 subjects);

- 40—49 employees (no subject).

ROA = 100. (1)
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For this group of companies we calculate only the median ROA value.

The paper also focuses on the development of the number of enterprises. Both,
the total number of enterprises and the number of closed and newly formed entities
are analyzed. For these purposes the data from Czech Statistical Office was used.

Furthermore, the paper focuses on the development of goods transport using
road freight transport (in thousands of tons) between 2008 and 2012. This is a capture
of development of goods volume transported by road freight transport, both national
and international in Czech Republic.

Analysis of the issue. The total number of subjects with major operations in road
freight transport is shown in Figure 1, always until the 31 Dec between 2008 and 2012.
Additionally the graph shows the number of entities in a single calendar year during
the period from 2008 to 2012, closed and newly opened.
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Figure 1. Evolution of the number of legal entities with major operations
in road freight transport, 2008-2012, authors’ construction by the data from
Czech Statistical Office

Until the December 31%, 2008, there were 5,074 entities registered in road freight
transport business. At the end of 2009, there were 5,381 entities (an increase from the
previous year by 307 subjects), in 2010 their number increased (by 283) to 5,664 busi-
nesses. Growth in the number of subjects (by 264 companies) is observed also in 2011
t0 5,928 companies and up to 31% December, 2012 there were 6,087 subjects.

In the given period (2008—2012) the largest number of shut-downs of enterpris-
es can be seen in 2011 (98 subjects), the least of subjects ceased in 2008 (63 subjects)
and in 2012 (64 subjects).

The highest number of newly settled companies belongs to 2009 (401 enterpris-
es), while the lowest percentage was in 2012 (223 enterprises).

Figure 2 shows the volume of goods carried using road freight transport in
2008—2012. Transported volume is expressed in thousands of tons, and is related to
the transport of domestic and international carriage of goods by road freight. Into the
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international carriage of goods are included: import, export, cross-trade and transit
through Czech Republic.

National transport of goods reached in the first year of our observation 382,420
ths tons. In 2009 there was the largest decline within the analyzed period (325,052 ths
tons). In the following year (2010) again, the volume of goods transported domesti-
cally fell by 23,599 ths tons. Annual change in 2011 was -12,872 ths tons, and in the
last reporting year, the volume of transported goods using domestic traffic reached
281,398 thousand tons.
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Figure 2. Transport of goods by road freight during 2008-2012, ths tons,
authors’ construction by the data from Czech Statistical Office

We may see a different trend for the transport of goods by road freight transport
comparing international and national transports. The volume of transported goods
using international transport in early 2008 was at 49,434 ths tons. There was a decline
in the following year with the transport volume reaching 45,062 ths tons. Volumes of
international traffic in 2010 were growing (the value of 54,458 ths tons). With the year
2011 came again an increase to 60,697 ths tons of internationally transported goods.
Just as the national transport, the international transport in 2012 had a decline to
57,916 ths tons of carried goods.

In Table 1 the return on assets for the years 2008—2012 for the companies
involved in road freight transport is displayed. It shows all the analyzed companies
(775 subjects) regardless the number of employees. In 2008, the company interquar-
tile reached the range of -4.26% to 10.14% with the median of 3.15%. The decline
came with 2009, interquartile range was -6.42% to 8.98% and the median — 2.29%.
Improvement again occurred in 2010, when the companies were in the interquartile
range -3.24% to 8.84%, median — 3.17%. Another improvement came in 2011, the
interquartile range — -0.62% to 11.43%, and the median was 3.91%. The decline
occurred again in 2012, the interquartile ranges were -2.65% to 8.69%, the median
was at 3.10%.

ACTUAL PROBLEMS OF ECONOMICS #4(166), 2015



120

EKOHOMIKA TA YINPABJ1IHHS1 HALJIOHAJIbHUM rocriogAPCTBOM

Table 1. Return on assets for the entire sample, 2008-2012, %, authors

’

Year = Interquartile range = Median
2008 -4.26 10.14 3.15
2009 -6.42 8.98 2.29
2010 -3.24 8.84 3.17
2011 -0.62 1143 3.91
2012 -2.65 8.69 3.10

There are the median values of return on assets for each year for all the analyzed
categories of enterprises (10—19 employees; 20—29 employees; 30—39 employees)
and the groups of the analyzed companies are displayed in Figure 3. For businesses in
the categories of 10 to 19 employees, 20 to 29 employees and for the entire sample
2009 was the worst year. On the other hand, enterprises with 30—39 employees have

the lowest median return on assets in the last analyzed year — 2012.
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Supreme median of return on assets was achieved in 10 tol9 and 20 to 29
employees and the entire sample in 2011, while enterprises with 30—39 employees got
that in the first analyzed, 2008).

The comparison of enterprises with 20—29 employees and 30—39 employees is
interesting. Companies with 20 to 29 employees in 2008 reached dramatically lower
median of return on assets than those with 30 to 39 employees. Since 2010 the medi-
ans of these categories of enterprises began to level up. But in the last year, the ana-

Figure 3. The median of return on assets for the categories of small

businesses, 2008-2012, authors’ construction by the data from
Czech Statistical Office

AKTYAJIbHI NTPOBJIEMW EKOHOMIKWN Ne4(166), 2015




EKOHOMIKA TA YINPABJ1IHHS1 HALJIOHAJIbHUM rocriogAPCTBOM 121

lyzed enterprises with 20—29 employees reached higher medians than the enterprises
with 30—39 employees.

Only enterprises with 20—29 employees had in 2012 higher median than the
median value in the default year, 2008. Other groups reached in 2012 lower median
than the return on assets in 2008.

Discussion. Table 2 shows the development of legal entities with major opera-
tions in road freight transport in absolute and relative terms compared to the previous
year. There is also a volume of goods transported by national road freight transport
(again in absolute and relative terms with respect to the previous year) and finally the
last column contains the values of the median return on assets of enterprises (both
absolute and relative terms).

Table 2. Number of subjects, the volume of goods carried a median

of return on assets for the years 2008-2014, authors’ construction
by the data from Czech Statistical Office

Year Number of enterprises Voume (isg(t)gr?: carried, Median ROA
ABS YOY % ABS YOY % ABS YOY %
2008 5,074 X 382,420 X 3.15 X
2009 5,381 106.05 325,052 85.00 2.29 72.70
2010 5,664 105.26 301,453 92.74 3.17 138.43
2011 5,928 104.66 288,581 95.73 391 123.34
2012 6,087 102.68 281,398 97.51 3.10 79.28

Between 2008 and 2012 there is a constant growth in the number of legal entities
in road freight transport. This growth, however, has a decreasing trend.

The opposite situation is reflected in the volume of goods transported via nation-
al road freight transport. This indicator is decreasing, with year on year decline.

With the median of return on assets the situation is not so clear. In 2009 there was
a decrease in the median of return on assets to 72.70% of the 2008 value. Year on year
increase was recorded in 2010 and 2011. The decline occurred again in 2012, the
value was 79.28% of the previous year.

Conclusion. Economic recession as one of the phases in an economic cycle gene-
rally causing a decrease in aggregate supply. In today's globalized world, the conse-
quences of the decline due to the interdependence of economies manifest even hard-
er and are more pronounced. The purpose of this paper was to analyze the impact of
the recession on road transport.

With the decline in the overall demand in Czech Republic, or in Europe, also
decreased the volume of goods transported via national transport throughout the peri-
od 2008—2012. As a result of this it could be expected, that the number of legal enti-
ties operating in this sector also decreases. This presumption was not confirmed by
the conducted analysis.

Interesting is the fact that the median of return on assets for small businesses with
the maximum of 29 employees is the lowest in 2009 and the highest in 2011, while the
median of return on assets calculated for small companies with 30 or more employ-
ees, reaches the highest level in the initial year of the observation (2008) and the low-
est in the last reference year, 2010.
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Based on the analysis of our sample of companies, it was possible to state that the
economic recession had a direct impact on the return on assets for these companies.
The largest decline can be observed in 2009. Czech economy was partially recovered
thanks to the release of "rescue packages" by Czech government between 2010 and
2011. This situation also positively resonated in profitability or performance of the
monitored companies. This trend however did not persist in the following year
(2012).

Directions for further investigation. This research is an appropriate basis for ana-
lyzing further the impact of the economic crisis and the comparison of impacts of
economic recession between different sectors and different countries.
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