
WHY IS THE TRANSPORTATION INDUSTRY CYCLICAL IN NATURE

What steps can transportation companies take to avoid or at least mitigate the negative effects of economic downturns
like this most recent.

Efficient and sustainable transport markets and systems play a key role in regional development although the
causality between transport and wealth generation is not always clear. Since transportation is capital intensive,
operators tend to be cautious before committing to new technologies and the significant sunk costs they
require. A cyclical industry is the one that goes hand in hand with the business cycle, and its performance is
also sensitive to the economy in general. The peak follows the expansionary phase. While initial infrastructure
investments tend to have a high return since they provide an entirely new range of mobility options, the more
the system is developed, the more likely additional investment would result in lower returns. Cycles of
economic development provide a revealing conceptual perspective about how transport systems evolve in time
and space as they include the timing and the nature of the transport impact on economic development. The
development of transportation systems takes place in a socioeconomic context. However, congestion is also
the indication of a growing economy where capacity and infrastructure have difficulties keeping up with the
rising mobility demands. Due to high demand for various means of transport, investors in the sector would
raise the transportation fee and still retain a large number of customers. On the other hand, when the global oil
prices reduce, the cost of fueling decreases and that compels investors in the transport sector to reduce the
transportation fees. In good economic times, people have more disposable income , so they are more willing to
take vacations and make use of air travel. There are further rounds of local re-spending which generate
additional value-added and employment. Type of assignment. That encourages many people to venture in the
transport sector making the sector perform well. The most common reasons for the declining marginal returns
of transport investments are: High accumulation of existing infrastructure. An efficient transport system with
modern infrastructures favors many economic changes, most of them positive. The first stage of the industrial
revolution in the late 18th and early 19th centuries was linked with the development of canal systems with
locks in Western Europe and North America, mainly to transport heavy goods. The transport companies
therefore need to take up measures to ensure that a repeat of the downturn in the economy does not adversely
affect the transport industry. The outcome of improved capacity and efficiency where transport provides
employment, added value, larger markets as well as time and costs improvements. The major impacts of
transport on economic factors can be categorized as follows: Geographic specialization. Access to a wider
market base where economies of scale in production, distribution and consumption can be improved. Some
projects are eventually abandoned as the technology proves ineffective at addressing market or operational
requirements or is simply too expensive for the benefits it conveys. These involve core the physical
characteristics of transportation , operational and geographical dimensions: Core. Infrastructure projects in the
United States are particularly prone to these engineered fallacies. Later in the industrial revolution, many ports
became important heavy industrial platforms. In addition, transport modes and infrastructures are depreciating
assets that constantly require maintenance and upgrades. Do you need a custom essay? The importance of
specific transport activities and infrastructure can thus be assessed for each sector of the economy. For
instance, effective logistics both relies on infrastructures and managerial expertise.


