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The use of vehicles to transport people and goods has been known to mankind since ancient times. Producers have transported their own produce to other villages and markets to increase profits. In the modern world, the transportation of goods is used not only for own production, but also as a service. The road infrastructure is constantly being expanded and improved. The United Kingdom is no exception. On the contrary, the transport industry is of considerable importance for carrying out trade. "In the UK, 98% of all food and agricultural products are transported by road freight." (RHA, 2022) This is one of the reasons why this market is attractive to entrepreneurs. 
The following essay will examine, discuss, and explain:
· Profit Maximization Theory.
· Applied appropriate economic theories (e.g. demand, supply), business environment, market structure and stakeholder issues.
· The challenges and opportunities of the UK transport industry.
· Recommendations for sustainable growth.
The companies (industry) created for the purpose of profit is constantly striving to increase and maximize profit. According to Samuelson and Marks (2015, pp. 33-36) the idea behind the profit maximisation theory is that every business should run on the principle of turning a profit. Reducing production costs and increasing prices for their products or services are two ways profitable businesses can increase sales/profits.
 An illustration of a profit maximisation diagram (diagram 1) the output of Q* on the supply and demand graph is the point where MR (Marginal Revenue) and MC (Marginal Cost), where MR=MC, intersect. That reported the company maximises profits when it produces at this level of output/service. The profit is not maximised if the output/service produced is less than the equilibrium quantity (Q*), which indicates that MR is greater than MC(red triangle). In order to maximise profits, the company should increase its output level because the revenue generated will exceed the costs incurred. On the other hand, the firm's overall profit will drop if the output level exceeds Q* (MR<MC), since the extra unit/service produced will raise the overall cost (blue triangle). The company has to decrease its output to maximise profits because the profit is not maximised here either.
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Diagram 1. Maximisation profit

Cost reductions can be achieved by investing in electric trucks, purchasing trucks with higher volume, and carrying capacity, investing in software to better calculate and arrange delivery routes, etc. 
Various factors (PESTEL factors) can influence the transport industry, respectively companies, to achieve profit maximization. 
The Legal factors, for example: changes in the law, increase/decrease of insurance and tolls, prohibition of carriage of certain loads, carriage of specific loads in a certain part of the day/night can make it difficult to increase and increase profits. 
Political decisions like to close the borders in the beginning of COVID-19 is an example of a negative impact on the transportation industry, as a large percentage of production was temporarily suspended. There was a shortage of some food products (water and flour). (Anon., 2022) The Brexit political decision has led to a shortage of fuel truck drivers. The government supported the transportation industry with military personnel. (Clapich, 2021)
The Technology can have a positive impact on the transportation industry. GPS and tracking software can prevent vehicle theft. Also, more accurate route calculation software can help predict fuel costs more accurately. Tools to limit the speed of the truck reduces the cost of fines to the company and the loss of workplace for the employee. The modern banking system (software) allows direct debit, transfer of funds, without using banknotes and without physically visiting the bank (customers). 
The environment as a factor can also have a negative impact. Flooding of the transportation network can impede the supply of raw materials/products and block access to certain locations. This, on the other hand, could lead to production stoppages in other companies or food shortages for the citizens of the area. 
Company employees as an internal factor, for example, can have a negative impact on the company. The strike is an example of this. This leads to decreased productivity, financial losses, and downgrades. The government can sanction a company for failure to fulfil contracts within the specified time. The strike may also lead to a deterioration in the quality of life of citizens. An example of this is “BIRMINGHAM BIN STRIKE in 2017” (Live, 2017). 
As part of the internal environment, suppliers (manufacturers) also influence the transportation industry. An increase in fuel prices leads to an increase in the costs and prices of transport services. "Average petrol and diesel prices hit records during the summer of 2022. The highest ever average prices were 191.5p per liter of petrol (on 3 July 2022) and 199.09p per liter of diesel (on 25 June 2022)." (SpeedLimit, 2023) This, on the other hand, will create an opportunity to attract new customers as their purchasing power decreases. 
Competitors as part of the internal business environment influence both the price of the offered services and the type and structure of the market.
According to Sloman (2019, pp. 182-218) The market structure is defined as:
· Perfect competition.
· Monopolistic.
· Oligopoly.
· Duopoly.
· Monopoly.
Based on Griffiths and Wall (2011, pp. 163-164), market structure is determined by the number of suppliers, the size of suppliers (companies), barriers to entry and exit from the market, demand, whether suppliers are price takers or price givers etc.
In the "perfect competition" structure, there are many sellers and buyers, the price is the same. Firms participating in this type of structure are price takers. There are no barriers to entry and exit from the market. In real business, this type of structure does not exist.
In a monopoly, the market is made up of only one supplier. The company is a price maker, i.e. determines the price of the final product. An example of this type of market structure is electricity suppliers in some countries. Due to the large number of companies participating in the UK transport industry, the market structure of the industry does not correspond to Monopoly.
A duopoly market structure is built by two market participants. There are no other competitors. Barriers to entry are high. There are many buyers, and they are price takers. This type of market structure also does not correspond to the structure of the transport industry in the UK.
A monopolistic market structure resembles perfect competition. Low barriers to market entry and exit. Sellers are price makers and price takers. The market consists of many small companies offering heterogeneous products. Due to the lack of large company participants, this market structure also does not correspond to the transport industry in the UK.
Referring to Sloman (2019, pp. 205-216) the oligopoly market structure includes the following characteristics:
· Many users/buyers.
· Many sellers, but a very large percentage of the market belongs to a few large companies.
· Sellers are price givers and control the market.
· Non-price competition.
· Barriers to market entry are high.
· Limited information.
The market structure of Haulage & Courier Industries corresponds to an oligopoly based on the following factors:
Directly or indirectly, every citizen needs and uses Haulage & Courier Industries. For example, directly when shopping online and delivering the product to the user's address. Not directly when delivering food products to supermarkets. These are examples of the positive impact Haulage & Courier Industries is making. Haulage & Courier Industries can also have a negative impact - a strike by garbage collection companies, for example.
Competition can be determined based on the size of the cargo, speed of service, type of cargo transported, etc. Some of the transport companies are specialized. For example, these are the companies transporting dangerous goods - fuel, chemicals, etc. Others are specialized in transporting oversized cargo - houses, cranes, parts for ships, etc. 
The cost of buying trucks and building a fleet is high. Taxes, tolls, and costs are also high for this mode of transport. This makes entering the market difficult. 
Information is limited. Special skills and knowledge are required for management and logistics as well as truck driving. Need for courses. 


Haulage & Courier Industries is made up of several large companies and many small ones. Referring to Dawson (2021) large companies own more than 80% of the market share.
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From the facts presented in the preceding part, it is concluded that Haulage & Courier Industries operates in an oligopoly. This means that the demand and supply in this market do not correspond to the demand and supply in a perfectly competitive market. Haulage & Courier Industries is the price giver. According to Sloman (2019, pp.27-36) this means that it is not the demand that determines the price, but the suppliers. When price changes, demand also changes. Price changed causes a movement in the demand curve. If the price increases, demand decreases. If the price decreases, demand will increase. Non-price factors- income, trends, substitutes, compliments, also affect the demand curve. That factors cause shift in the demand curve.

Price (p)
Quantity (q)
P2
P1
Q1
Q2
D1
D2
E1
E2

1. Increase in demand.

Haulage & Courier Industries elasticity of demand is proportionally elastic demand. Here the price is not fixed for the market, which excludes perfectly elastic demand. Also, large changes in price would cause large changes in demand. This rules out inelastic demand. In the proportional elasticity of demand, the proportional change in price is equal to the proportional change in quantity demanded.
 In supply as well as in demand, only a change in price causes a movement in the demand curve. Basic supply under perfect competition will lead to higher profits when the price rises. On the other hand, this will lead to an increase in supplies/services. The Haulage & Courier Industries market is not a perfectly competitive one. This suggests that when prices rise, demand will decrease, and this will lead to a decrease in supply in the future. In supply, non-price factors also only shift the supply curve. The response of a change in quantity to a change in price is measured by the Elasticity of Supply. With perfect inelasticity, no matter how much price changes, supply remains the same. With perfect elasticity, price remains the same no matter how much supply increases or decreases. The elasticity of supply of transport and courier industries is proportional. A proportional change in price will cause a proportional change in supply.


Price (p)



Quality (q)


2. Proportionate of elasticity of supply.

Freeman (1984) deﬁned a stakeholder as any “group or individual who can affect, or is affected by, the achievement of a corporation’s” (p. vi). According to Wasieleski and Weber (2017, pp. 24-28) a stakeholder can be any of the following: an institution, corporate or organisation; an individual (constituent, member, participant, partner, party); a group (or coalition, collective, market, neighbourhood, network, publics, or society); or a nonhuman (the environment, natural entity). Stakeholders can also be divided into internal and external. Internal ones are directors, managers, employees, etc. External - external suppliers (accountants), suppliers of raw materials, customers, government, non-governmental organizations, media, external investors (banks), etc. Referring to Mendelow (1991, pp. 407-418) not all stakeholder groups have equal influence and interest. Mendelow created the following tool (Grid Map.1.), which helps determine the influence and interest of stakeholders. 
[image: ] (Mudalige, 2023)
1. Grid Map „Mendelow‘s Matrix“


Depending on where the stakeholders fall on the map, managers decide on the type of relationship and level of awareness they will build with stakeholders. The stakeholders of Haulage & Courier Industries can be divided into the following 4 groups:
- Low interest - Low Power- This group may include specific members of the community or secondary suppliers. Even though they don't present a major risk, organisations should keep an eye on their actions to make sure they don't suddenly increase the risk of threat. Regular check-ins can help to avoid any unexpected problems.
- Low Power – High interest- Although they are not very powerful, the stakeholders in this group are very interested. Individual workers, community organisations, business partners and smaller suppliers are often included in this category. As a group, their influence can be serious even though each person's impact may be modest. An example of high interest and a change from low to high influence of a community group is the case of Amazon and the suspension and rejection of a project to build a distribution warehouse in West Yorkshire. "Plans to build a huge Amazon warehouse in West Yorkshire have been refused after a public backlash." (ITVNews, 2023) Stakeholders falling in this part of the map should preferably be kept informed. Lack of information can lead to misunderstanding, employee strikes, delays/non-delivery of raw materials by suppliers, etc.
- High Power- Low Interest- This quadrant's stakeholders may be very powerful, but they might not be directly involved in daily operations. These might be representatives of the government or industry regulators (DVLA). Regular updates and open communication are essential to keeping these connections strong.
- High Power- High Interest- This group of stakeholders are usually important clients, powerful investors, or government agencies. Companies must interact closely with these stakeholders, making sure that their needs are met and that their interests coincide with company objectives. Otherwise, it can lead to a drop in investment, a decrease in customers and, accordingly, the company's profits. This, on the other hand, leads to layoffs, bankruptcy, and an increase in unemployment.
In conclusion, it can be noted that Haulage & Courier Industries operates in an oligopolistic market structure, where a few large companies hold more than 80% of the market share. Supply and demand are proportional. External factors (PESTEL) can have a significant impact on Haulage & Courier Industries, so it is imperative that they are continuously observed. Haulage & Courier Industries is also influenced by stakeholders. Their correct distribution in the Mendelow matrix map is important for every company in the sector. Dedicating the necessary attention, providing the necessary information, understanding, and satisfying the needs of stakeholders are important to prevent negative impact and losses.
RECOMMENDATIONS
A recommendation for sustainable growth is a shift to the use of electric trucks. A transition like this is a challenge for companies with a lower budget and annual profit. On the other hand, it is possible to reduce emissions and protect the environment. It is also an opportunity for tax relief from the government. Electric trucks also enable access to zero emission zones. This, on the other hand, will create an opportunity to attract new customers.



















References
Anon., 2022. Effect of COVID-19 on food security, hunger, and food crisis. 3(29), pp. 10-13.
Clapich, D., 2021. Army Drivers Deployed Amid the UK’s Ongoing Fuel Crisis. [Online] 
Available at: https://www.hgvc.co.uk/news/army-drivers-deployed-amid-the-uks-ongoing-fuel-crisis/
[Accessed 24 2 2024].
Dawson, C., 2021. Largest UK courier. [Online] 
Available at: https://channelx.world/2021/09/largest-uk-courier-amazon-logistics-says-pitney-bowes-shipping-index/
[Accessed 25 2 2024].
Freeman, R. E., 1984. Strategic management: A stakeholder approach. Boston: Pitman.
Griffiths, A. a. W. S., 2011. Economics for business and management. 3rd ed. Harlow: Financial Times Prentice Hall.
ITVNews, 2023. Amazon warehouse plan for Cleckheaton rejected. [Online] 
Available at: https://www.itv.com/news/calendar/2023-03-16/plans-for-huge-amazon-warehouse-rejected-after-public-backlash
[Accessed 1 3 2024].
Live, B., 2017. Birmingham bin strike. [Online] 
Available at: https://www.birminghammail.co.uk/all-about/birmingham-bin-strike
[Accessed 24 2 2024].
Mendelow, A. L., 1991. Concept, Environmental Scanning: The Impact of the Stakeholder. Cambridge: МА.
Mudalige, P., 2023. Mendelows Matrix. [Online] 
Available at: https://www.linkedin.com/pulse/mendelows-matrix-prabath-mudalige-bxfmc
[Accessed 1 3 2024].
RHA, 2022. ROAD HAULAGE FACTS AND STATS. [Online] 
Available at: https://www.rha.uk.net/News/Road-Haulage-Facts-and-Stats
[Accessed 24 2 2024].
Sloman, J. e. a., 2019. Economics for business. 8th ed. Harlow: Pearson.
SpeedLimit, 2023. Petrol Prices. [Online] 
Available at: http://www.speedlimit.org.uk/petrolprices.html
[Accessed 25 2 2024].


2

image3.jpg
Interest

Give basic information Regular communication of

MENDELOW'S | [ R

effort informed

Keep satisfied to avoid Regular communication, include their
them exercising power goals/objectives in strategy-setting

Power

Keep Key player
satisfied (keep close)

E.g. government imposing tax Eg. CEO

High




image1.png
Pritysgol Lymiru
% Y Drindod Dewi Sant

S University of Wales
Trinity Saint David

3




image2.png
UK COURIER MARKET SHARE SEPT 2021

UK Mail (DHL)

Yol &

Hermes




