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Glossary and abbreviations  

Please note: throughout the text, the term: miles or mileage is used instead of kilometres. This is 

done for easier reading. For example, under-mileage sounds better than under-kilometres. 

 
Words such as: ‘mileage-based product’, ‘new lease product’ and the ‘pay-per-mile product’ are used 

interchangeably, and all mean the same.  
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Executive summary 

Currently, customers who lease a vehicle from PACCAR Financial are typically charged a fixed amount 

per month, regardless if the asset is used or not during the lease period. This is financially unbeneficial 

for customers as current lease products do no take the usage of the asset into account. As customers 

have a varying cash flow due to seasonal fluctuations in business, at less busy times, they may 

experience cash flow problems. To help alleviate potential cash flow problems, this study assessed the 

possibility of introducing a pay-per-mile lease product. The new lease product would charge varying 

amounts according to how many miles the vehicle has been driven. This in turn allows to depreciate 

assets in real-time, offering greater flexibility in monthly payments. 

 
The main aim of this study is to answer the management decision problem which is: 

 “Is the pay-per-mile lease product a viable addition to the current product portfolio?” 

 
To answer this question, the research project was divided into three parts. First, a financial risk analysis 

was conducted to find ways of minimising financial risk of the new lease product. Second, the study 

looked at whether the new lease product could be managed administratively and accounting-wise. 

Third, a survey was held to find out whether customers are interested in the mileage-based product.  

 
The first main part of the research project entailed a thorough and in-depth financial risk analysis. This 

involved sketching many different financial risk scenarios where customers either drive over mileage 

or under mileage. The purpose of these hypothetical scenarios is to analyse and identify what happens 

to the gap between the market value and the book value of the asset when the actual number of miles 

made during a lease contract deviate from the number of miles stipulated in the lease contract. The 

ultimate objective was to minimize financial risk by finding ways to close the market value gap as much 

as possible by depreciating assets in parallel with the number of miles a vehicle has driven. It was found 

that the best possible way to do this is by developing a flexible pricing system that charges customers 

an amount that is directly related to the usage of the asset. Also, during the process of developing a 

new pricing structure it was found that the best way to ensure that the pricing was right, is to look at 

what the current fixed lease product would have charged. The reason for that is threefold. First, to not 

overcharge the customer, otherwise the new product will be unattractive in the market. Second, to 

ensure that the difference between the book value and actual market value does not increase as 

opposed to the current fixed lease product. Third, to ensure that PACCAR does not receive (far) less 

income as opposed to the current fixed lease product.  

 



 

vii 
 

Following the financial risk analysis, the study focused on whether the product could be managed 

administratively and accounting-wise within the internal processing system of PACCAR. It was found 

that the new lease product could not be handled in the current processing system, but could be 

managed in the new processing system which is currently under development. PACCAR will start using 

this new system within the coming year, but further development and testing will be needed. 

 
The final part of the study aimed to find out how customers perceive PACCAR Financial as well as 

finding out if customers would have an interest in the mileage-based product.  To find out customers’ 

perception towards the new lease product, a questionnaire was set up and distributed to 1887 

customers of PACCAR Financial. The questionnaire aimed at gathering information about why 

customers lease, if they experience problems with leasing under the current lease product and if they 

are interested in the mileage-based product. After analysing the survey results, it was found that over 

80% of customers are not willing to pay lease based on actual miles driven. 

 
The main recommendations out of this study are: 
 

• To use a hybrid pricing structure whereby half of the amount charged to customers is fixed 

and the other half is varied. Charging a fixed amount besides a variable rate is strongly 

advised as it ensures a constant stream of income for PACCAR in case a customer does not 

use the leased asset for a certain period.  

• Use figure 4, lease costs as the main guide in determining the fixed and variable costs that 

PACCAR Financial should charge its customers. 

• Set up a workgroup to the discuss administrative requirements.  

A workgroup consisting of the administration department, the accounting department and 

the IT department should be set up to discuss administrative requirements, procedures and 

expectations of the new processing system.   

• Target customers who have a vehicle fleet between 21 and 50 vehicles.  

It is recommended to specifically focus on customers who have a vehicle fleet between 21 and 

50 vehicles as 30% of them indicate that they are willing to pay-per-mile instead of paying a 

fixed lease amount per month.  

 
As the new processing system is being developed and will be used within the coming year, it is advised 

to introduce the new product as an additional offering to current lease products. By doing so, PACCAR 

Financial shows their innovativeness and the desire to constantly extend and improve their financial 

products and services.  
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Chapter 1 – Introduction 

1.1 PACCAR Financial  

PACCAR Financial is the in-house finance company of DAF, which is part of the American company 

PACCAR Inc. PACCAR manufactures and sells trucks worldwide under the brand names of DAF, 

Kenworth and Peterbilt. PACCAR Financial is the main financier of DAF Trucks, both new and used. 

They sell financial products and services through a network of authorised DAF dealers throughout 

Europe (www.daf.co.uk). 

 
PACCAR Financial Europe is an organisation with 240 employees in ten countries and has a portfolio of 

around 38.000 trucks and 1,800 trailers (www.daf.co.uk). They achieved a 23.9 percent retail market 

share of 6+ tonne vehicles and financed 1 in every 4 DAF trucks in 2016 (paccar.com). Moreover, their 

portfolio grew by 10% to a total of 40,000 DAF trucks financed in 2016 (Annual report DAF 2016). 

1.2 DAF Trucks 

DAF Trucks N.V. is a PACCAR company which has developed, manufactured and sold trucks for over 88 

years. In 2016, DAF had a turnover of around five billion euros, an operating profit of 380 million euros 

and a market share of 15.5% in the European truck market. Their main manufacturing facilities and 

headquarters are located in Eindhoven, the Netherlands. 

 
DAF trucks are well-known for their robustness in design, reliability and quality. They create a 

competitive edge by equipping their trucks with the latest technology, making them as efficient as 

possible. In addition, lean manufacturing and six sigma philosophy and principles are leading in their 

operational strategy. 

 
The main objective of DAF Holland (DAF Nederland), according to Jan van Keulen (general director DAF 

Nederland) is to maintain a high market share in the heavy-duty segment, constituting 16 to 50-ton 

gross vehicle weight, and to further increase market share in the light-duty segment, constituting 6 to 

16 tons gross vehicle weight. 

 

 

 

 

 

http://www.daf.co.uk/
http://www.daf.co.uk/
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1.3 Problem background 

Customers who lease a vehicle from PACCAR Financial are typically charged a fixed amount per month. 

As these customers have a varying cash flow due to seasonal fluctuations in business, some of them 

may experience cash flow problems. Some customers are less busy during parts of the year than 

others; resulting in their vehicles being utilised less often. Regardless of whether a customer uses the 

vehicle or not, they still have to pay a fixed amount per month which could result in cash flow 

problems. Furthermore, with regards to the over mileage correction, if a customer has driven far more 

miles than was contractually stipulated, then they have to pay the over mileage correction amount 

once the lease contract has ended. In some cases, this could be a significant amount of which the 

customer has trouble paying off. For these reasons, PACCAR came up with the idea to offer a pay-per-

mile product as opposed to the current fixed amount charged per month. This would help alleviate 

potential cash flow problems for customers as a pay-per-mile product opens up the possibility to 

charge firms varying amounts according to the number of miles a truck has driven. This would enabled 

PACCAR to depreciate assets in real-time, offering greater flexibility in monthly payments. 

 

1.4 Problem statement, objective and deliverable. 

The main management decision problem is:  

“Is the pay-per-mile lease product a viable addition to the current product portfolio?” 

 
This is the main research objective which summarises what the whole project is all about.  

PACCAR Financial wishes to know if the new lease product is a useful, workable and practical  

addition to the lease products they are currently offering. Moreover, PACCAR would like to know 

whether the new product is manageable and capable of working successfully; in other words, viable.  

 
The ultimate objective is to increase market share by at least 1% within the first year of introducing 

the product and 5% after ten years. Also, a further goal is to offer a new compelling product which 

further strengthens their unique selling point. In addition, the goal is also to initiate and enhance 

customer dialogue. By introducing this new product, PACCAR Financial wants to show their 

innovativeness and desire to constantly extend and improve their financial products and services.  
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1.5 Research objective and questions  

As mentioned in the previous paragraph (1.4), the main research objective is to find out whether the 

pay-per-mile product is a viable addition to the current product portfolio.  

 
Before conducting research into the viability of the new lease product, a good understanding about 

how leasing works at PACCAR Financial is required.  

 
• How does the lease process look like when customers apply for a lease at PACCAR? 

• How does PACCAR determine the interest rate? 

• What criteria are used by PACCAR Financial in evaluating customers? 

 
Once there is a good understanding of how leasing works at PACCAR Financial, the second part of the 

project has focused on financial risk analysis.  The two main research objectives of the financial risk 

analysis are: 

 
1. How PACCAR can minimise the gap between the book value and the market value of assets 

with the new lease product? 

2. What pricing system could best be used for the new lease product to minimise financial risk for 

PACCAR?  

 
In order to address these two main research objectives, the following research questions have been 

put forward: 

 
1. What are the financial risks involved with this new lease product? 

1.1 What implications does the mileage-based product have on the residual value of assets? 

1.2 Is the customer going to run a greater financial risk with this new lease product?  

 
2. How would the pricing system look like with this new lease product?  

3. How can PACCAR minimise financial risk when a customer goes way over mileage? 

4. How can PACCAR minimise financial risk when a customer goes way under mileage? 

5. How could PACCAR Financial benefit financially with offering this new lease product in addition 

to the current one?  
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The second part of the research concerned itself with administrative procedures which looks at if and 

how the new lease product could be processed within the internal processing system of PACCAR.  

The two main research questions addressed in this part are: 
 

1. How is PACCAR Financial going to manage this product administratively?  

2. How is PACCAR Financial going to manage this product accounting-wise?  

 
These two main research questions are sub-divided into more specific research questions which are: 

 

• When should PACCAR bill customers? 

• How would PACCAR process the bill of this new product?  

• What data is needed for processing invoices?   

• How is PACCAR going to obtain that data?  

 
Following administrative practicalities, the final part of the research focused on how customers 

perceive PACCAR Financial. Two main research objectives addressed in this part are: 

 
1. To find out how PACCAR is positioned in the Dutch lease market.  

2. To find out if there is demand for the new lease product. 

 

• How is PACCAR Financial currently positioned within the European market?  

• What are the competitive strengths of PACCAR Financial? 

• What makes PACCAR Financial stand out from their competitors?  

• Why do customers choose to lease from PACCAR Financial?  

 

• Is there demand for this new lease product?  

• What customer segments should PACCAR Financial target?  

• How should customers become aware of this new lease product?  

• How should PACCAR Financial position itself with this new lease product in the market?  
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1.6 Demarcation  

The main unit of analysis in this study are departments involved with leasing at PACCAR Financial. 

These departments are; the administration department, the accounting department and the credit 

department. 

 

1.7 Definition of terms  

 
Amortization 

Amortization is the paying off of debt with a fixed repayment schedule in regular installments over a 

period of time for example with a mortgage or a car loan (Investopedia.com). 

 
Book value  

The value of an asset as recorded on the balance of a company (lexicon.ft.com) 

 
Collateral 

Something pledged as security for repayment of a loan, to be forfeited in the event of a default 

(oxforddictionaries.com). 

 
Down payment 

A down payment is a type of payment made in cash during the onset of the purchase of an expensive 

good or service. The payment typically represents only a percentage of the full purchase price 

(Investopedia.com)  

 
Financial lease 

A financial lease is a contract whereby an asset is leased for a fixed period of time at a fixed rate and 

when the asset is payed off, the lessor becomes the owner of the asset.  

 
Lessee  

In the context of capital leases, the lessee is the debtor to the lessor (businessdictionary.com).  

 
Lessor  

At its simplest, a lessor is someone who grants a lease. As such, a lessor is the legal owner of an asset 

that is leased under an agreement to a lessee (investopedia.com). 

 
Market value  

The highest estimated price that a buyer would pay and a seller would accept for an item in an open 

and competitive market (businessdictionary.com) 
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Operational lease 

An operational is a contract in which an asset is leased for a fixed period of time whereby at the end 

of the lease contract, the asset is returned to the lessor. 

 
Residual Value 

The residual value of a fixed asset is an estimate of how much it will be worth at the end of its lease, 

or at the end of its useful life (investopedia.com) 
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Chapter 2: Literature review 

 

2.1 What is leasing? 

Leasing can be defined as follows: “a contract between two parties where one party (the lessor) 

provides an asset for usage to another party (the lessee) for a specified period of time, in return for 

specified payments” (Fletcher et. al., 2005).  

Leasing is referred to as asset-based financing in which the lessor retains legal ownership of the asset 

until the end of the lease contract. Depending on the type of lease product, the customer (lessee) can 

either own the asset outright or the asset is returned to the lessor once the lease contract expires 

(European Investment Fund, 2012).  

 

2.2 Types of lease products 

There are two main types of lease products that b2b companies offer including PACCAR Financial. 
 

Financial lease  

With a financial lease, the costs of the vehicle are spread over a fixed period for a fixed rate. When all 

payments have been made, the lessee becomes owner of the vehicle. During the lease contract, the 

lessor is the legal owner of the asset and the customer is the economic owner of the vehicle. As the 

customer is the economic owner of the asset, he or she benefits from a tax point of view as the asset 

is on their balance sheet (daf.com). 

 
Operational lease  

Contrary a financial lease, an operational lease does not make the lessee the owner of the vehicle after 

paying off all installments. Instead, they use the vehicle for a fixed period and then return it to the 

lessor. The advantage of this type of contract is that an operational lease is fiscally considered “off-

balance” which means the vehicle does not occur on the balance sheet of the lessor, but only on the 

expense side of the Profit & Loss account, which can often lead to better financial ratings (daf.com). 

Also, installments are lower as the asset is not fully amortized but amortized to the residual value.  
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2.3 Why do firms lease? 

There can be multiple reasons why firms choose to lease an asset instead of taking out a loan or buying 

it. According to a survey conducted by Oxford Economics, SMEs have various reasons for why they 

choose to lease an asset. The main reason seems to be price considerations (price of leasing as opposed 

to other forms of finance) (Oxford Economics 2011).  

Another important reason why leasing is chosen over traditional lending is that a lessee can finance up 

to 100% of the purchase price of an asset and no additional collateral is needed (European Investment 

Fund, 2012). Also, better cash flow management and tax benefits can be important reasons why firms 

choose to lease (European Investment Fund, 2012).  

 
In this study, a survey was held among customers of PACCAR Financial in which they were asked what 

the most important reason for them was to lease. Over 90% of respondents indicate that the most 

important reason why they lease is to spread costs. In other words; better cash flow management.  

 
Participants of the Oxford Economics (2011) survey were also asked why they did not use leasing or in 

the case of leasing users, why they did not use leasing to a larger extent. The two main reasons were 

the preference to own the assets outright and a better price in purchasing the asset rather than to 

lease the asset until it is entirely paid off (Oxford Economics, 2011). 

 

2.5 Developments and trends in the logistics industry 

The logistics industry, including the transportation sector is strongly dependent on macro-economic 

developments and can therefore be regarded as one of the primary indicators of the state of the 

economy. If overall demand falls across various industries, the transportation sector is one of the first 

sectors to notice it; (i.e. less orders are being placed by companies and consumers). As a consequence, 

the logistics industry needs to be as flexible and agile as possible in order to cope with (sharp) rises 

and falls in overall demand for goods and services. Therefore, there are two primary objectives for 

companies involved in transporting goods back and forth; cutting costs wherever possible and 

efficiency of activities involved in the transportation of goods. These two key elements are backed up 

by a report published by the Dutch ING bank which says that following the economic crisis of 2008, the 

transport and logistics sector is characterised by volatility. This means that return on investment, and 

in general profits, are heavily dependent on the operational efficiency of resources and human input 

(the efficient utilisation of labour input) (ing.nl). And as previously mentioned, costs are paramount as 

the transportation industry is highly competitive. This means that businesses (i.e. restaurants) that 

outsource the transportation of their daily supplies mostly look at price first than at other factors such 

as quality, service, innovation and sustainability when choosing a supplier (ing.nl).  
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Moreover, the internet of things, including the gathering of data is becoming an essential part in 

staying competitive as it enables supplier firms and other transportation companies to become more 

efficient and to further cut costs; thus, enabling them to offer a lower price to their customers. What’s 

more, the gathering and accumulation of data through board computers in trucks is becoming more 

common as new trucks equipped with this technology have become the standard for companies 

supplying goods (ING Economisch Bureau 2016).  

 
These board computers can be used to provide real-time data with their back office, enabling them to 

send information regarding where the truck is, where it is going, how much fuel has been used, the 

driving style of the trucker etc. (transics.com). This data is indeed useful for transportation firms as 

well as leasing companies such as PACCAR Financial. The reason for this is that board computers can 

keep track of the number of miles driven by a truck in a particular moment in time, enabling leasing 

companies the possibility to charge firms varying amounts according to how many miles a truck has 

driven. This provides the opportunity to depreciate assets in real-time, enabling PACCAR Financial for 

example to charge firms precisely the amount according to how many miles in truck has driven, thus 

helping to alleviate potential cash flow problems, while offering a viable addition to the current 

product portfolio. 
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Chapter 3: Research methodology  

 
Introduction  

As already mentioned before, the main research objective is to find out whether the pay-per-mile 

product is a viable addition to the current product portfolio. In order to reach that objective, a well 

thought-out step-by-step research approach was used. The research was structured into the following 

four key areas of interest: leasing in general, financial risk analysis, administrative procedures and the 

customer perspective.  

3.1 Leasing at PACCAR 

Before the actual research was conducted regarding the potential and viability of the new lease 

product, there first needed to be a good understanding about how leasing works at PACCAR Financial.  

The main questions that were addressed in this part were: 
 

How does the lease process look like when customers apply for a lease at PACCAR? 

How does PACCAR determine the interest rate? 

What criteria are used by PACCAR Financial in evaluating customers? 

 
Research approach 

Information regarding what leasing is, types of lease products and why firms lease, was gathered 

through desk research by consulting previous academic studies on the topic as well as other sources 

of literature. Once a general and basic understanding existed regarding leasing, more follow-up 

research was done into the lease products PACCAR Financial offers. That information was obtained 

through desk research in which the DAF website was consulted. In addition to desk research, field 

research in the form of interviews were conducted in order to gain a deeper understanding of how 

leasing works within PACCAR Financial, the procedure of leasing, the price set-up and the financial risks 

associated with lease products were asked. Those interviews were held with the company mentor, 

Mike Hoefeijzers, country manager of PACCAR Financial Netherlands. 

3.2 Financial risk analysis 

Once there was a good understanding of how the current leasing system works within PACCAR 

Financial, the second part of the project focused on the first main part of the research. This was the 

financial risk analysis. The main questions that were addressed in this part were: 

 
What are the financial risks involved with this new lease product? 

How would the pricing system look like with this new lease product?  
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Research approach 

This part of the research involved sketching many different hypothetical scenarios in which the 

customer either drives (way) over mileage or under mileage with a leased asset from PACCAR Financial. 

The purpose of these hypothetical scenarios was to analyse and identify what happens to the gap 

between the market value of the asset and the book value of the asset when a (large) difference is 

recorded between the number of miles stipulated in the lease contract and the actual number of miles 

made during the whole lease contract.  

Before scenarios could be sketched, Mike Hoefeijzers was consulted as he uses a software program to 

calculate the market value and book value of an asset. Once those values were given, many different 

financial scenarios were sketched in Excel where tables, graphs and charts were created. After 

scenarios were sketched, the analysis of those scenarios was done over a period of several weeks in 

which feedback sessions were held between the researcher and Mike Hoefeijzers.  Once the analysis 

was finished, a preliminary recommendation was made regarding the extent to which the new lease 

product exposes PACCAR to financial risk.  

3.3 Administrative procedures 

Following the financial risk analysis, the practicalities of the new lease product had to be dealt with 

next. Those practicalities concerned the manageability of the new product within the current internal 

processing system of DAF. The main questions addressed in this part were: 

How is PACCAR Financial going to manage this product administratively?  

How is PACCAR Financial going to manage this product accounting-wise?  

 
Research approach 

In this part of the research, several PACCAR employees who deal with administrative procedures such 

as setting-up and processing invoices were consulted.   

The researcher attended a meeting with Mike Hoefeijzers (Country Manager PACCAR Financial 

Nederland), Yuliya Momot (Administration Manager) and Sarah O’ Connor (Product Development 

Manager) to discuss administrative practicalities of the new product such as how and when the 

customer should be billed. 

 

Information as to how invoices could be set-up and how the depreciation of assets could be shown 

with the new lease product, accounting manager, Richard Jager was consulted. The data required to 

bill customers such as monthly mileage and vehicle identification number, Jorg Wijnands from DAF 

Connect was consulted. 
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3.4 Customer perspective 

After analysing the internal fit of the new lease product within DAF’s internal processing system, the 

final stage of the research considered the perspective of the customer. Two main research objectives 

addressed in this part were: 

1. To find out how PACCAR is positioned in the Dutch lease market.  

2. To find out if there is demand for the new lease product. 

 
Research approach 

To find out how customers perceive PACCAR Financial, a previously held survey called: “PACCAR 

Financial Nederland Klantenonderzoek” was consulted. To obtain this information, Mustafa Ucal from 

PACCAR who was previously involved in customer surveys was consulted. He sent through account 

details of www.surveymonkey.com which is a website that one can use to set-up, distribute and 

analyse surveys. 

 
To find out customers’ perception towards the new lease product, a questionnaire was set up and 

distributed to all customers of PACCAR Financial. The questionnaire consisted of ten questions that 

aimed at gathering customer information on three key areas of leasing that were of interest to this 

study. The first part concerned itself with the main reason why customers lease. The second part 

focused on if customers experience problems with leasing under the current lease product. The third 

part aimed at finding out if they are interested in a mileage-based product. 

 
The survey was emailed to the entire customer base of PACCAR Financial which is estimated to be 

around 2000 transport companies. The reason for sending out the survey to all those customers is 

twofold: First, to ensure a valid response rate. Second to give everyone an equal chance of being 

selected.  

 
In order to obtain a reliable, meaningful and valid result, a confidence level of 95% was set. This means 

that a minimum of 320 respondents were needed for this study.  The figure of 320 respondents was 

derived from two independent websites, namely: surveymonkey.com and 

allesovermarktonderzoek.nl.  

 
Once the minimum number of respondents answered the questionnaire, the results were analysed. 

The analysis of the results went automatically through the website monkeysurvey.com.   

 

 

 

http://www.surveymonkey.com/
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3.5 Validity and reliability  

In order to ensure a valid response before the questionnaire was distributed to customers, several 

pilot tests were conducted. This involved sending an invitation by email to PACCAR Financial 

employees, including Mike Hoefeijzers, as well as sending the invitation to the researcher himself. This 

was done several times until the questionnaire was deemed fit to be sent out to the entire customer 

base of PACCAR Financial. Several important criteria were used in order to give the go-ahead for 

distributing the survey. These were:  

• A short, clear and concise email that explains what the survey is about and the purpose of 

distributing the survey.  

• A sense of trust by sending the email invitation via Mike Hoefeijzers as almost all customers 

know him through previous engagements. 

• Stating in the email that: “all data will be processed confidentially”. 

• The link attached within the email allowing the customer to fill out the survey is clearly visible. 

• All questions are clear to respondents; once again, this was checked several times by 

conducting pilot tests with several PACCAR Financial employees. 

• At the end of the survey, the questions can be saved; after which the researcher is able to 

analyse the responses through the survey-distributing website: www.surveymonkey.com  

3.6 Limitations 

Regarding the questionnaire ‘Lease ervaring’, (Lease experience), not all respondents answered every 

question, some of them skipped one or more questions. However, this is only a tiny fraction of 

respondents as can be seen in figure 60 of the appendix where ‘overgeslagen’ or skipped in English, 

refer to the number of respondents that skipped a question. As only a tiny fraction of respondents 

skipped one or more questions and as the initial targeted number of 320 respondents have been 

surpassed, it can be asserted that overall, the reliability and validity of this research have not been 

impeded.  

 
 

 

 

 

http://www.surveymonkey.com/
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Chapter 4 - Results  

4.1 Leasing at PACCAR 

The first part of the research aimed at gaining a good understanding about how leasing works at 

PACCAR Financial. First, the process through which customers go through when they apply for a lease 

at PACCAR is explained. Second, light is shed on how the interest rate is determined. Third, how 

PACCAR evaluates customers based on their financial position is explained. Finally, an example of how 

a leased vehicle is depreciated is given.  

 
Lease process 

When a customer seeks to lease a vehicle from DAF, a quotation from the selling dealer is sent through 

to PACCAR Financial. Once PACCAR Financial receives the quotation, they make a calculation which 

includes the interest and the amortization. Once the calculation has been made, the quotation is sent 

back to the dealer, who then informs the customer about the quotation. If the customer agrees, 

PACCAR requests customer information regarding financial statements and how the business is run in 

general. Following the gathering of customer data, they are analyzed which is mainly based on how 

strong their liquidity is. This is done by the credit department, who analyze recent performance 

information. If the customer is deemed to be creditworthy, the decision is communicated to the 

customer, dealer and DAF. If the customer agrees, the quotation along with the credit terms is sent to 

the contractual department that sets up the official contract.  

 
Interest rate 

The height of the interest rate depends on two main factors. The first factor is the financial position or 

strength of the leasing customer. The more ‘liquid’ a customer is, the lower the interest rate will be. 

The second factor influencing the height of the interest is to do with the timing of when the book value 

becomes below the market value. This is influenced by the lease term and height of the residual value 

of the asset.  Typically, the longer the lease contract lasts for, the higher the interest will be due to the 

(prolonged) exposure to risk. 

 
Credit analysis 

If a customer wants to lease a vehicle through PACCAR Financial, they are assessed on multiple aspects, 

collectively known as the three C’s; cash, collateral and character.  

The single most important thing is cash. The customer’s ability to repay the amount(s) stipulated in the 

lease contract is an important factor in determining the creditworthiness of the inquirer. For that 

reason, a stable, positive cash flow is regarded as a critical element of the risk analysis procedure.  
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To find out if there is a stable, positive cash flow, financial statements such as the balance sheet and 

profit and loss account are assessed. Once those financial statements have been thoroughly analysed, 

an important figure comes out which is the tangible net worth. Also known as the equity capital of a 

firm, it is computed by deducting total liabilities, goodwill, prepaid expenses from the total assets 

(businessdictionary.com).  

 
The second C, collateral, is the gap between the book and expected market value of the lease asset. If 

the customer is deemed by PACCAR to be liquid, meaning it has a strong cash flow so that it can (easily) 

pay off its debts, there is more for a bigger gap between the book and market value. On the contrary, 

if PACCAR is doubtful about the liquidity of the customer, they try to minimize the gap between the 

book value and the expected market value. This is could be done in several ways; such as requesting 

an upfront payment, shortening the lease term, lowering the residual value or leasing a used vehicle 

instead of a new one. 

 
In addition to collateral, the business model of the customer, also known as character is assessed. 

Questions such as: What do they do and how do they do it? How do they generate revenue?  are posed 

during this part of the assessment procedure. A good, healthy business model is appreciated and 

considered to be of high importance as that indicates how capable it is in generating an income and 

making a profit. In addition to generating revenue, another important factor that is looked at is how 

the business is managed. Are the managers experienced and do they know what they are doing? Or is 

it a young company with young management that are still learning the ropes of the business? This is 

also important to know as it gives a good indication whether a company has the knowledge and 

experience to position itself strongly within the market and is able to adapt in response to market 

trends and developments and changes in customer needs.   

 

Leasing example 

The table on the next page shows a practical example of how a vehicle is written off during the period 

of a lease contract. As can be seen, the book value is higher than the market value and runs down in a 

straight line. Obviously as soon as a vehicle hits the road, its value instantly decreases by a significant 

amount as it now becomes a used commodity. During the first four years, the book value is higher than 

the market value. In this period, the leasing company, PACCAR Financial, runs the most risk as if the 

contracts defaults for one reason or another and the lessee pulls out of the contract, then PACCAR is 

burdened with a vehicle that has a higher book value than the actual market value.  

 

 

http://www.businessdictionary.com/definition/total-liabilities.html
http://www.businessdictionary.com/definition/goodwill.html
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On the contrary, if the contract lasts during the entire lease period, then after four years, they are what 

they officially call: asset secured, meaning that if the vehicle is returned to DAF (PACCAR), then the 

market value is higher than the book value which means that they make more money when selling the 

vehicle.  

 

 

 

4.2 Competitor analysis 

PACCAR Financial Europe competes with several big players in the European leasing market.  

 
De Lage Landen (DLL) 

DLL is a global vendor finance company founded in 1969 and is headquartered in Eindhoven, The 

Netherlands. DLL provides asset-based financial solutions in the Agriculture, Food, Healthcare, Clean 

technology, Construction, Transportation, Industrial and Office technology industries (dllgroup.com). 

Furthermore, DLL is a wholly owned subsidiary of Rabobank Group and is active in more than 30 

countries. The Eindhovens Dagblad (Eindhoven’s daily newspaper) reported that DLL is expanding its 

business activities into multiple continents and their lease portfolio grew by 8% in 2016 to 30.4 billion 

euros (ed.nl, 2017).  

 
Daimler Financial Services 

Daimler Financial Services is a division of the German company Daimler AG that is known for 

manufacturing and selling vehicles under the brand name; Mercedes-Benz. Although they are a 

Mercedes-Benz captive they also fund DAF units. 
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Fortis 

Fortis is owned by BNP Paribas which is one of the largest providers of banking and financial services 

in France and Eurozone. It has a leading market position in Europe and other parts of the world. 

The Paribas group offers retail banking as well as corporate and investment banking, international 

retail banking, and asset management services. In Europe, the group has four domestic markets, 

including Belgium, France, Italy, and Luxembourg. Moreover, BNP was ranked number one among 

European banks and as the number seven bank worldwide (MarketLine, 2017).  

 
ABN AMRO 

ABN AMRO provides three main types of services including: retail, private and corporate banking. They 

primarily focus their banking activities and services on the Netherlands. However, they also have a few 

selective operations abroad (abnamro.com). Regarding the corporate banking division, ABN AMRO has 

over 70,000 clients which are mainly based in Northwestern Europe, especially in the Netherlands. 

Furthermore, according to their 2016 annual report, they have several key strengths including a solid 

market position, strong brand name, in-depth expertise, a clear focus on risk management and a 

relationship-driven business model (ABN AMRO Group N.V. Integrated Annual Report 2016). 

 
ING 

ING is a global financial institution that operates in more than 40 countries, and has more than 35 

million customers. It recorded a net profit of more than 4.5 billion euros in 2016 (2016 Annual Report 

ING Groep N.V.).  

 
DLL poses a significant threat to PACCAR Nederland 

Based on results of a survey conducted by PACCAR Financial, DLL is one of their biggest competitors. 

As can be seen in figure 12 “PACCAR Financial Nederland Klantenonderzoek”, page 81 of the appendix  

almost 60% of respondents state that they have considered closing a lease contract and enabling them 

with DLL. Moreover, in the process of analysing DLL, another ‘major’ threat came to light. According 

to the 2016 annual report of Rabobank, DLL is developing virtual solutions for online leasing, mainly 

they have developed a mobile vendor finance app which is designed to conduct business with DLL 

faster and easier.  

 

 

 

 



 

18 
 

4.3 Financial risk analysis 

As already mentioned in paragraph 4.1 leasing example, during the first few years of an operational 

lease contract, the book value is higher than the market value. In this period, the leasing company runs 

the most risk as if the contracts defaults for one reason or another and the lessee pulls out of the 

contract, then the lessor is stuck with a vehicle that has a higher book value than the actual market 

value. Therefore, it is critically important to ensure that the book value becomes lower than the market 

value of the asset as soon as it is returned to the lessor. This critical factor also goes for the new lease 

product. For that reason, research has been done into the gap between the market value and the book 

value of the asset under the new lease product. First, financial risks were identified under many 

different contractual mileage scenarios. Second, those scenarios were further assessed for the purpose 

of minimizing financial risk by finding ways to close the market value gap as much as possible. The main 

objective was to a find way of depreciating assets in parallel with the number of miles the vehicle has 

driven. 

 
Gap analysis 

This part of the financial risk study identified financial risks during lease periods of 36, 48, 60 and 72 

months. First, the main starting point was to look at the gap between the book value and the market 

value of an asset under a contract of 130,000 annual mileage. This type of contract is very common 

and is most often chosen by customers.  

In sketching and analyzing financial risk scenarios, a whole range of different mileages were put 

forward, ranging from a minimum of 50,000 annual mileage to a maximum of 200,000 mileage per 

year.  For all different mileages, the book values and market values were given.  

The market value is determined by many factors including vehicle type, age of the vehicle, wear and 

tear of the vehicle, number of miles driven and so forth. The responsibility and task of determining the 

market value of an asset lies with DAF Asset Management department where all market values are 

calculated. The market values were manually entered into excel to create many different graphs 

depicting the value worth (or decline) of an asset. An example of such a graph is given on the next 

page. The graph represents the value decline of an asset based on annual mileage for a lease term of 

36 months. The blue line represents the book value which declines in a linear fashion. The other 

coloured lines, namely red, green and purple are market values that are based on the annual mileage 

the asset has done. The more miles a leased vehicle has made, the lower the market value will be 
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The most striking thing in this graph is that market values of a 50,000 annual mileage do not differ 

hardly at all from the market values of a standard 130,000 annual mileage contract. On the contrary 

however, a 200,000 annual mileage does differ greatly from a 130,000 annual mileage contract. Based 

on this finding, it can be deduced that for mileages higher than 130,000, the market value gap becomes 

far larger than mileages that are lower than 130,000.  

For that reason, large annual mileages have big financial implications for PACCAR Financial and 

customers. That is why large annual mileages were one of the main focus points in the analysis part of 

the research. 
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Extra market value gap due to mileage deviation 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

The table above shows the extra gap that is created between the book value and the market value of 

an asset if it goes under mileage or over mileage. For a standard contract of 130,000 annual miles, the 

market value gap is €12,567 after 12 months, €7,125 after 24 months and €130 after 36 months. This 

is an ‘acceptable’ gap under current lease products. The gap is calculated by subtracting the book value 

from the market value of the asset. If a vehicle has made way more miles, say 200,000 miles instead 

of 130,000 miles, then an extra gap of €7,300 is created. This extra gap is caused by the market value 

which is far lower than the book value as a result of the significant number of miles the asset has 

driven. What this means for PACCAR is that they receive (in theory) the returned asset with a value far 

less than was initially expected. For that reason, the main objective in the analysis part of these findings 

was to find ways of closing the gap by depreciating the book value of the asset in parallel with the 

number of miles the leased asset (or vehicle) has driven. To reach that objective, the focuses shifted 

on developing a flexible pricing system.  

 
Pricing structure  

Once many different scenarios were derived and analysed, the focus shifted on developing a new 

pricing system that aimed at finding a way to charge customers an amount directly related to the usage 

of the asset.  In the process of developing a new pricing structure, two important factors were focused 

on. First, to not overcharge the customer, otherwise the new product would be unattractive in the 

market. Second, and most importantly, ensure a profitable income for PACCAR. During this part of the 

research, it was found that the best way to develop a new pricing structure was to look at what the 

current fixed lease product would have charged.  
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The reason for that is simple, customers are very likely to compare costs involved with the new product 

as opposed to the current one and if the amounts charged for the new lease product are more than 

the old one, they might not choose it. On the other hand; however, if the amounts charged for the 

new lease product are significantly lower than the current one, PACCAR will receive less income which 

is not desirable for them either.  

An example of how the pricing system for the new lease product could look like is given in the table 

below.  

 
Lease costs – 36 months lease contract 

 
The table above shows the break-up of costs for a 36 months lease contract under different mileages. 

As can be seen in the table, the amounts charged consists of both a fixed amount per month and a 

variable amount based on miles driven. The reason a fixed amount is charged is in the event a sole 

trader is unable to use the leased asset for a certain period for example, due to a broken leg. If such 

an event happens, PACCAR still receive a fixed amount per month. This decreases financial risk. 

In calculating how high the fixed amount per month should be for every type of lease contract, two 

important issues were taken into account. The first issue was to not charge a very low fixed amount, 

thereby decreasing financial risk for PACCAR. The second issue was to not set the fixed amount too 

high, otherwise the new lease product could become unattractive for customers. To prevent that from 

happening, it has been decided to split up the costs, one which is half that is fixed and the other which 

is variable.  
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To give an example, a standard contract of 130,000 annual miles for 36 months under the current lease 

product charges a total fixed amount of €1.546,12 per month which can be seen in figure 5, lease 

income overview current lease product (36 months), page 56. The new lease product however, only 

charges a fixed amount of €750 per month, which is around 49% of €1.546,12. 

 
In addition to fixed payments, is the variable, per mile charge. The amount charged per mile varies 

depending on the duration and mileage stipulated in the lease contract. Typically, the more miles that 

are made during a lease contract, the lower the variable amount will be as the cost per mile goes down. 

This can be seen in figure 4, lease costs, page 48. This is similar to a production facility where more 

units produced typically result in a lower cost per unit. 

 
Lease costs – new lease product           (130,000 km:  €750 fixed per month   €0,074 p/km) 

 
The table above represents the total amount charged for an operational lease of 130,000 annual miles 

for 36 months. As can be seen in the table, it has a row named current which refers to the total costs 

the standard fixed product would have charged to customers and a row below named new, referring 

to the costs the new lease product will charge.  The main point of focus in this table are the differences 

in total amounts charged between the new lease product compared to the current one.  

 
As the total sum of the fixed and variable costs for every type of lease contract are offset against what 

the current lease product would have charged, the gap between the total amount charged between 

the current lease product and the new one is as small as possible. This means that the financial risk for 

both parties is brought down to a minimum provided that the customer sticks to the annual mileage 

as stipulated in the contract. If the customer deviates from the contract by either going under mileage 

or over mileage, then a whole new set of financial implications arises. 
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Mileage deviation -  implications 

As the pricing structure of the new lease product has a variable element in it, amounts charged vary 

based on miles driven each month. This means that there could be cases where the customer drives 

either more miles or less miles than stipulated in the contract. To illustrate this, an example will be 

given. Referring again to the table on the previous page (lease costs – new lease product), if a customer 

has a 36 months lease contract for 130,000 miles annually and they drive 135,000 miles per year 

instead of 130,000, then they will be charged €56,970 instead of €55,860. This means that the 

customer will be charged €1,026.51 extra. Conversely if the customer drives 5000 less per year then 

was initially expected, they will be charged €54,750. This means that PACCAR makes a receives €627,44 

less. This figure (€627,44) is derived from the difference between what the current lease product 

would have charged in total (€55,377.44) and the what the new lease product charges for the same 

contract (which is 125,000 miles annually). 

 
Giving another example, if a customer wishes to close a 36 months lease contract with 135,000 annual 

mileage, then both the annual fixed amount and the variable amount per mile will change.   

 
Lease costs – new lease product       (135,000 km:   €760 fixed per month   €0,071 p/km) 

Whereas a 36 months lease contract of 130,000 annual mileage has a fixed amount of €750 per month 

and charges €0,074 per mile, a contract of 135,000 has a fixed amount of €760 per month and charges 

€0,071 per mile. The reason why different amounts are charged for different annual mileage is to 

minimize the gap between what the total lease income of a current fixed lease product would have 

generated compared to the total income of the new lease product.  

 
To give a good indication of how much a customer would be charged per month when they either drive 

more miles or less miles, figure 6, Financial risk scenario under mileage, page 57 and figure 7, Financial 

risk scenario over mileage, page 59, can be found in the appendix.   
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The table below shows the total lease income in a scenario where the customer drives under mileage. 

 As shown, the total lease income under the new product is €54.724,10 whilst the current lease product 

would have charged a fixed amount of €55.660,47. This makes a total difference of €936,37. However, 

as the customer in this scenario has driven less miles than contractually stipulated, the difference is 

smaller due to a higher market value. Therefore, PACCAR earns only €636,37 less as opposed to what 

the current lease product would have earned.  

 
Financial risk scenario under mileage  

 

 

 

 

 

 

 

The table below shows the total lease income in a scenario where the customer drives over mileage. 

As shown, the total lease income under the new product is €56,822 whilst the current lease product 

would have charged a fixed amount of €55.660,47. This makes a total difference of €1.161,53. 

However, as the customer in this scenario has driven more miles than contractually stipulated, the 

difference is smaller due to a lower market value. Therefore, PACCAR earns €861,53 more as opposed 

to what the current lease product would have earned. 

 
Financial risk scenario over mileage 

 
 
 
 

 

 

 

 
 
The question whether customers are going to run a greater financial risk with the new lease product 

is no, unless they drive 5000 or miles annually than the annual mileage stipulated in the contract. 

However, if a customer drives more miles, then presumably, their company will have a higher cash 

flow under the assumption that they have more business. However, this is a just an assumption and 

should not be taken too strictly. 
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4.4 Administrative procedures 

Having thoroughly analysed and assessed the financial risks involved with the new lease product and 

looking at ways to minimise those risks, the next stage of the research concerned itself with how 

PACCAR should manage and implement this new product in its internal processing system.  

 
Accounting requirements 

For the invoices and depreciation of assets, Richard Jager from the accounting department was 

consulted. According to Mr. Jager, the fixed and variable costs per month will be added together 

whereby the total amount charged to the customer will be processed in the administrative accounting 

system as rental income. The rental income will be consequently shown on the profit and loss account 

of PACCAR Financial.  

As far as the depreciation of assets is concerned, the current way of depreciating the book value of the 

asset will still be maintained for the new lease product. Besides doing that task however, an interim 

correction will be made that is based on the actual mileage made during a particular month. This 

correction will be done by employees of the accounting department that will use the mileage data 

from each truck that is sent through from the IT department of DAF. Depreciating assets based on 

mileage provides an up-to-date book value which further minimises financial risk for PACCAR as they 

are timelier aware of the book value of their assets as opposed to their market value. This enables 

PACCAR to gain better insight into the value decline of assets, which provides them a means to make 

better, more informed decision-making regarding vehicle leasing. 

 
Obtaining mileage data  

For setting up invoices and processing payments with the new lease product, mileage data and vehicle 

identification number (VIN) has to be sent through via DAFConnect. DAFConnect is an online fleet 

management system that provides customers with real-time information regarding vehicle location, 

fuel consumption, mileage and so forth (www.daf.nl). This data regarding the location of the vehicle, 

fuel consumed, and miles driven is sent from a DAF truck every five minutes to the central server of 

DAF. Data that is needed for processing invoices for the new lease product which is the vehicle chassis 

number and monthly mileage is not in violation with current privacy laws. This is important to know as 

some types of data such as driving style of the truck driver should be treated confidentially.  

  
The question regarding the ease with which this data can be sent through to departments involved 

processing payments and setting up invoices is according to Jorg Wijnands from DAFConnect, 

absolutely no problem. Data can easily be provided each month in any type of format requested by 

those who are involved with administration, accounting and billing the customer.  

 

http://www.daf.nl/
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Billing procedure  

Following a meeting with Mike Hoefeijzers (Country Manager PACCAR Financial), Yuliya Momot 

(Administration Manager) and Sarah O’ Connor (Product Development Manager), billing the customer 

could be done in the following way; for the first three months, the customer pays a standard fixed rate 

which is based on the contractual mileage and lease term. To give an example, a customer chooses a 

lease contract of 130,000 annual mileage for 36 months. The monthly installments will look as follows; 

in the first three months, the customer will pay a monthly amount of €1,551.64. This amount is shown 

in the table below.  

 

 

 

 

 

 

 

 

The table above is taken from figure 8 of the appendix (Billing procedure under mileage, page 61).  

As shown in the table above, the fixed amount is always €750 per month. The variable amounts for the 

first three months however, is not based on the actual miles driven, but on the annual mileage 

stipulated in the lease contract, which in this case is 130,000.  The reason why the variable amount 

during the first three months is based on the standard contractual mileage is because the accounting 

department needs time to set-up and send out the invoice to the customer. From the fourth month 

onwards; however, the customer will receive an invoice based on the actual miles driven in the first 

month of the contract.  

 
Referring to the example, during the first three months, the customer pays a monthly ‘variable 

amount’ of €801.64. This amount is derived from dividing 130,000 by 12, which comes out at 10.833 

miles per month. This monthly mileage is then multiplied by the variable amount of €0,074 per mile, 

which is derived from figure 4, lease costs.  

 
In the fourth month, however, the customer will receive an invoice based on the actual miles driven in 

the first month of the contract. So, if for example, a lease contract starts on January 1st, 2018, the 

customer will receive an invoice at the beginning of April 2018. Referring to the table above, the 

customer will be billed a total of €1,490 in April.  
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This amount can also be seen in figure 6: “Financial risk scenario under mileage”. Actually, figure 6 

corresponds to figure 8 in the same way that figure 7 “Financial risk scenario over mileage corresponds 

to figure 9 “Billing procedure over mileage”.  

 
The main difference is that figures 6 and 7 are part of the financial risk analysis where hypothetical 

scenarios have been derived in order to assess the financial risk involved in cases where a customer 

either drives more or less miles then was stipulated in the lease contract, whereas figures 8 and 9 show 

how the billing procedure could look like in those scenarios. In both figure 8 and 9, the difference in 

total amount charged can be seen at the end of each hypothetical scenario.  

 
During the meeting the question arose regarding how the billing could best be processed in the last 

three months. This issue is an important one as the customer is billed every month based on the actual 

miles driven three months earlier, prior to the bill. If this billing method is going to be used, then it 

means for the last three months, the actual miles driven by the customer is not charged, nor will it 

appear on invoices in those last three months. This can be seen in both figure 8 and 9 (Billing procedure 

, pages 61 and 63 of the appendix) where the last three months, 34, 35 and 36 billed correspond to 

months 31, 32 and 33 of figures 6 and 7 (Financial risk scenarios).  

The differences that can be seen in the total amount charged between figure 6 and 7 and figure 8 and 

9 are not substantial, thus if those hypothetical scenarios really do happen, they will not be a serious 

point of concern according to Mike Hoefeijzers.  

 
System requirements 

During the same meeting, the essential question was asked regarding whether the current internal 

administrative system is able to process the data needed to set up and process invoices of the mileage-

based product. The answer is no as the current system cannot deal with such requirements.  

In the coming year PACCAR will start using a new administrative system. Currently, the new system 

cannot fully support the mileage product. However, the current system does offer a number of 

functionalities that can be extended and used to manage the new financial product. Further 

development and testing of the new processing system is planned in the coming months.  
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4.5 Customer perspective 

In this part of the research, two surveys were used to find out how customers perceive PACCAR 

Financial as well as gauging their interest in the new lease product. Following the analysis of survey 

results, a clear overview is given in chapter 4.6 where several important criteria are used to assess the 

viability of the new product. 

 
Lease ervaring – survey  

All responses can be found in figure 11, page 69 of the appendix. 

The first question of the survey was: “What is the most important reason for you to lease?” 

Over 90% of respondents indicated that the most important reason why they lease is to spread costs. 

This percentage supports and underpins the literature review that the majority of customers lease to 

spread costs.   

 
The second question of the survey ask whether customers experience problems with leasing. Over 80% 

of respondents state that they do not experience problems with leasing. This percentage correlates 

with the third question which asks respondents whether their fixed lease costs cause problems with 

their other expenditures. Over 80% answered no to this question as well. This means that as far as 

having trouble with paying fixed lease costs are concerned, the vast majority of respondents indicate 

that they do not experience any such problems. This in turn, strongly points out that the current lease 

product whereby customers pay a fixed amount per month does not cause any problems regarding 

paying off the lease or have a negative impact on their cashflow.  

 
Question six asked: “Would you find it interesting if the costs you pay for your DAF truck correlates with 

the income you generate?” Almost 70% gave no as an answer. This means that the idea of paying off 

the lease according to the usage level of the leased vehicle does not appeal to the majority of 

respondents.  

 
The main and perhaps most important question of the survey was: “Would you like to pay lease based 

on actual miles driven instead of paying a fixed lease term per month?”. More than 80% answered no. 

However, in terms of responses based on customer segmentation, 30% of customers who have a 

vehicle fleet of between 21 and 50 vehicles are interested in the mileage-based product. This segment 

is the largest customer segment of PACCAR.  

 
Overall, it can be concluded that the majority of customers are not interested in the mileage-based 

product. 
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PFN Klantenonderzoek – survey  

The most important findings regarding how PACCAR Financial distinguishes themselves from their 

competitors are based on results of a survey that is held periodically. This survey is called: “PACCAR 

Financial Nederland Klantenonderzoek” which can be found in figure 12, page 78 of the appendix.  

 
What are the competitive strengths of PACCAR Financial? 

• They provide tailor-made financing offers 

• Their financing terms and conditions are competitive 

• The number of contact opportunities is satisfactory 

 

What makes PACCAR Financial stand out from their competitors?  

• They provide clear information regarding contracts, terms and conditions 

• They understand the customer’s business and needs 

• They keep the customer well-informed and up-to-date with contractual proceedings and other 

developments 

• They respond proactively on on-going developments and/or issues  

• They have a fitting financing offer 

 
Why do customers choose to lease at PACCAR Financial?  

These are three main important reasons why customers choose to lease from PACCAR: 

❖ They offer favourable rates 

❖ They are quick to act in offering a lease contract  

❖ Customers choose PACCAR based on dealer’s advice  
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4.6 Scorecard new lease product 

Based on the product scorecard of stage-gate international, a global innovation consulting firm focused 

on new product development, a scorecard has been created to evaluate important criteria under which 

a new product is assessed. 

 

Scorecard new lease product 

 Low 
(No real significance) 

Moderate  
(Sufficient 
significance) 

High 
(great significance) 

Degree of innovativeness    x  

Degree of technical 

complexity 

  x 

Level of payback risk  x  

Level of financial risk  x  

Availability of key resources    x 

Customer benefits  x  

Impact on competitive 

advantage 

  

x 

 

 

Market size    x 

Customer demand x   

 

In the process of critically evaluating the new lease product, it can be concluded that there is a 

significant level of risk in developing this new product as preliminary survey results point out that 82% 

of customers surveyed showed disinterest in the mileage-based product. Also, developing a new 

processing system requires a high degree of technical complexity which makes it even a riskier project 

to carry out. Nevertheless, the new product does bring along several key advantages that must not be 

overlooked. One of the main advantages is that it is innovative as it will be the first lease product that 

is based on charging per mile rather than charging a fixed amount per month.  

Also, it makes PACCAR stand out from their competitors as they will be the first ones to introduce such 

a product to the market. This has the potential to trigger and enhance customer dialogue. 

Furthermore, it also keeps PACCAR in the limelight of new and existing customers. 

 
Please note: This table is derived from figure 13, page 84 of the appendix.  
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Chapter 5 – Conclusions and recommendations  

5.1 Conclusions  

5.1.1 Financial risk analysis  

The best possible way to minimize the gap between the book value and the market value of assets 

with the new lease product is by using a flexible pricing system. By using a flexible pricing mechanism, 

the customer will be charged an amount that is directly related to the usage of the asset as well as the 

leasing period of the asset. Also, as mentioned before, the new pricing system ensures that the 

customer will not be charged much more for the new lease product as opposed to the current one and 

that PACCAR does not earn significantly less where a customer drives less miles than was initially 

expected. 

5.1.2 Administrative procedures 

Following the analysis in chapter four of this study, it can be concluded that the new lease product can 

be handled administratively and accounting-wise on the condition that during the first three months, 

the customer pays a fixed amount based on the contractual mileage and lease term. From the fourth 

month onwards, the customer will receive an invoice based on the actual miles driven in the first 

month of the contract. The reason why a standard fixed amount is charged during the first three 

months of a lease contract is because the accounting department needs time to set-up and send out 

the invoice to the customer. 

Regarding data needed to bill the customer such as miles driven, and vehicle identification number; 

they can easily be obtained from DAFConnect without violating current privacy laws.  For processing 

invoices however, a new processing system is required. This means that further development and 

testing will be needed.  

5.1.3 Customer perspective 

Following the results of the survey “Lease ervaring”, it can be concluded that the majority of customers 

are not interested in the mileage-based product. However, in terms of positioning, PACCAR Financial 

has a strong foothold in the Dutch lease market and that is largely based on their tailor-made financial 

products, pro-activeness in responding to customer issues and their service-oriented approach.  
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5.1.4 Overall conclusion  

The main aim of this study was to answer the management decision problem which is: 

 “Is the pay-per-mile lease product a viable addition to the current product portfolio?” 

 
In terms of viability, the new lease product can certainly be managed in the new processing system. 

Moreover, in terms of managing the new product financially, a flexible pricing system whereby a 

customer is charged an amount that is directly related to the usage of the asset can be developed. The 

flexible pricing system discussed in chapter four follows the cash-flow of the customer meaning that if 

a customer drives less, they pay less. With greater flexibility in monthly payments, potential cash-flow 

problems could be prevented. 

In terms customer potential, 82% of customers are not interested in the mileage-based product.  

 
Overall, the new product can be managed both administratively and financially, but as far as market 

potential is concerned, the majority of customers are not interested in the mileage-based product. 

 

5.2 Recommendations 

5.2.1 Financial risk analysis 

Following a thorough and in-depth financial risk analysis, several recommendations are made. These 

recommendations are based on both research findings and on outcomes of discussions held with 

employees of PACCAR Financial.  

 

• Use a hybrid pricing structure 

To minimise financial risk, it is strongly recommended to use a hybrid pricing structure whereby 

amounts charged to customers have a fixed component in it besides a variable one. For every type of 

lease contract, which includes lease periods of 36, 48, 60 and 72 months and for all different annual 

mileages, ranging from 50,000 to 200,000 annual mileage, half of the amount charged to customers 

should be fixed and half should be varied. 

As mentioned before, charging a fixed amount is strongly advised as it ensures a constant stream of 

income for PACCAR in case a customer does not use the leased asset for a certain period.  

 
 
 
 
 
 
 
 



 

33 
 

• Use figure 4, lease costs as the main pricing mechanism for the new lease product 

The main recommendation of the financial analysis is to use figure 4 as the main guide in determining 

the fixed and variable costs that PACCAR Financial should charge its customers. The reason why figure 

4 is recommended as the main guide to be used is because the calculations made take three important 

things into account which are all centered around the main goal of the financial risk analysis - which is 

to minimize the financial risk of the new lease product. First, fixed and variable amounts charged for 

every type of lease contract and mileage are based on keeping the gap between the market value and 

the book value as small as possible. Second, the total amount charged to customers is not way higher 

with the new lease product than it is with the current one. Third, the total income PACCAR makes on 

the new lease product does not differ too much from the income current lease products would have 

generated, thus minimizing financial risk. Please note, figure 4 can be found on page 39 of the 

appendix.  

 

• Contractually stipulate a maximum under mileage deviation of 5000 miles per year  

Another important recommendation based on figure 4 is to set a maximum under mileage deviation 

of 5000 miles per year. If a customer for instance drives 120,000 annual miles instead of 130,000 

annual miles per year under a 36 months lease contract, PACCAR will receive €1.454,52 less income 

compared to what the current lease product would have charged for the same mileage.  

This figure is derived from the difference between what the current lease product would have charged 

for 120,000 annual mileage, which is €55.094,21, compared to what the new lease product will charge 

which is €53.640,00. 

 
Lease costs - 36 months lease term       (130,000 annual mileage) 

As €1.454,52 is a significant amount, PACCAR is recommended to avoid such under-mileage scenarios 

by contractually stipulating a maximum under mileage deviation of 5000 miles per year. Indeed, if a 

customer drives 125,000 miles annually instead of the contractually stipulated 130,000 annual miles, 

PACCAR receives €627,44 less income compared to what the current lease product would have 

charged. Furthermore, it must be noted that €627,44 less income is compensated by a higher market 

value which in this under mileage scenario, is €42,000 instead of €41,700 as can be seen in figure 5, 

lease income current lease product (36 months), page.  This means that instead of earning €627,44 less, 

PACCAR earns only €327,44 less; which is acceptable.  
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• Lower the variable amount per mile if a customer drives way more miles 

If a customer goes way over mileage, meaning he or she deviates 5000 miles or more annually, the 

variable amount charged per mile could be lowered by €0,001 from the ‘standard’ variable amount 

charged for the lease contract in question. For example, if a customer deviates 5000 miles or more 

annually from a 130,000 annual mileage, 36 months lease contract, the standard variable amount of 

€0,074 per mile could be lowered to €0,073 per mile. €0,001 may not sound much, but if a customer 

for instance drives 135,000 miles on average annually instead of 130,000 miles during a 36 months 

lease period, they would be charged €621,51 extra if the variable rate is €0,073 per mile instead of 

€1026,51 if the variable rate is €0,074 per mile. To illustrate this, two table are displayed on the next 

page. Lowering the variable amount per mile for over mileage scenarios could be done to prevent the 

customer paying way more for the new lease product as opposed to the current fixed one.  

 
Lease costs - 36 months lease term      €0,073 per mile 

 
Lease costs - 36 months lease term      €0,074 per mile 

 

• In case of large over-mileage scenarios, reimburse customers at the end of the lease contract 

As far as lowering the variable amount per mile is concerned, both the ‘billing’ department and the 

customer do not know how many miles a vehicle is going to drive each month. Therefore, an 

intermediate adjustment of the variable amount charged per mile is not advised as miles can fluctuate 

(heavily) during leasing months. For that reason, the billing department could adjust the variable 

amount per mile once the total accumulated mileage is known at the end of the lease contract. So, if 

a customer drives 5000 miles or more on average per year, a customer reimbursement could be made 

at the end of the lease contract by the accounting department. 
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5.3.1 Administrative procedures 

Based on the outcome of the administrative part of this research, the following recommendations are 

made: 

 

• Set up a workgroup to the discuss administrative requirements  

It is recommended that departments involved with setting-up invoices and billing the customer such 

as the administration department and accounting department set up a workgroup with the IT 

department to discuss administrative requirements, procedures, issues and other points of concern.  

 

• Data needed for processing invoices should be automatically sent through to the administrative 

and accounting departments 

The monthly mileage data and vehicle identification number from all customers that enter a new lease 

contract should be automatically sent through to the administration department as well as the 

accounting department on every first Monday of the month; giving them enough time to process 

invoices and bill customers. 

5.4.1 Customer perspective  

As mentioned before, customers are generally not interested in the mileage-based product. However, 

as the new processing system is currently under development anyway, and if no large investment is 

required to be able to manage the new lease product within the new system, it is advised to introduce 

the new product anyway. And as mentioned before, one of the goals of PACCAR Financial is to show 

their innovativeness and the desire to constantly extend and improve their financial products and 

services. Also, it has the potential to trigger and enhance customer dialogue, strengthen customer 

relationships and lead to new business opportunities.  

 
To increase the chances of success for the new lease product, the following recommendations are 

made: 

 

• Create customer awareness through existing marketing channels 

To gain customer awareness, promotion of the new lease product is recommended to be done by using 

existing marketing channels such as: emailing existing customers of PACCAR, presenting the new lease 

product to DAF dealers so that they can introduce and sell it to customers, distributing leaflets at 

dealers and selling it through PACCAR sales representatives.  
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• Customers who have a vehicle fleet between 21 and 50 vehicles should be targeted 

In terms of targeting customers with the new lease product, it is recommended to specifically focus on 

customers who have a vehicle fleet between 21 and 50 vehicles as 30% of them indicate that they are 

willing to pay-per-mile instead of paying a fixed lease amount per month.  

 

• PACCAR Financial should position itself as an innovative and customer-focused business 

PACCAR Financial should position itself as an innovative, service-oriented and co-operative company 

that acts pro-actively and is solution-minded aiming to fully satisfy customer needs. This customer-

focused strategy is important to maintain and improve as the survey named: “PACCAR Financial 

Nederland Klantenonderzoek” that was consulted in this study found that customers choose PACCAR 

as they understand their (business) needs, make tailor-made financing offers and are quick to act in 

offering a lease contract.  

 

• Present the new lease product to the sales department 

It is recommended that the researcher together with the research supervisor (Mike Hoefeijzers) 

present the new lease product to people from the sales department. By involving the sales 

department, they will become familiar with the new product and will be able to provide valuable input 

in how the product can be best introduced to current and prospective customers. 

 

5.3 Organizational and financial consequences 

PACCAR’s current processing system is too outdated to manage the new lease product. Therefore, a 

new processing system called ALFA is currently under development. To ensure the new system will 

meet expectations of everyone who is going to use it, clear communication and co-operation between 

various functional levels is needed. This means that the product development team is recommended 

to generate clear requirements enabling programming of the system to automatically send the mileage 

data and vehicle identification number from all customers under the new lease product through to the 

administration department and the accounting department on every first Monday of the month. 

Managers from the administration and accounting department should be involved during the process 

of developing the system to discuss system expectations, billing practicalities and other points of 

concern. 

In terms of investment needed, as this is a large project requiring a lot of time, delegation and 

coordination amongst various functional levels, the level of investment will be significant. Therefore, 

a thorough cost-benefit analysis is highly recommended.  
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Critical Reflection 


Project reflection  

Overall, there were two important factors that were key in carrying out a comprehensive and in-depth 

research. First, sufficient support from my company mentor, Mike Hoefeijzers. He provided me data 

that I needed to carry out the financial risk analysis and he helped me get into touch with employees 

who helped me with various parts of the project, especially the administrative part of the research.  

Second, planning. Since the very start of the project, I realised that planning was key in ensuring that I 

kept on schedule. For that reason, I made sure that I checked my progress every week.  

More importantly, my planning strategy was to look at the work schedule of Mike Hoefeijzers and 

other PACCAR employees on a weekly basis and plan meetings ahead.  

 
With regards to the financial risk analysis, I have learned how to break-down large amounts of data, 

into manageable sets of data that I could work with. By slicing down large sets of data to smaller, more 

manageable chunks and putting them into excel tables, I was able to create tables that showed the 

market values and book values of an asset. To make a clear and thorough analysis, I had to put those 

values into graphs to display the value decline of an asset under different mileages. Creating those 

graphs was a question of trial and error, but eventually I succeeded to produce them. As I succeeded 

into creating clear and useful graphs from large amounts of data, I have accomplished my learning goal 

which was to improve my skill of working with data and putting it to good use.  

 
Regarding the questionnaire, I have learned that there are two key elements that influence the 

usefulness of survey results. One, it is essential to be very clear on what you want to gain from carrying 

out a survey, why you are conducting it and for what purpose. Two, to conduct pilot tests with people 

who have some knowledge about the topic at hand and to test the clarity of questions as well as 

receiving critical feedback. 

 
Personal reflection  

During the project, I realised that I have to work on my assertiveness and to some extent my boldness. 

Sometimes I am a bit too hesitant and perhaps also slightly apprehensive in approaching people; 

especially if I need them immediately or when I haven’t got an answer from them after previous 

contact attempts. The reason is, I’m a bit afraid to annoy people as I want to be on good terms with 

everyone I get into touch with. However, confrontation or conflict naturally happens and is sometimes 

unavoidable.  I am working on my assertiveness by telling myself that if I want or need something to 

accomplish my goals, I need to get it myself, be bold and go for it. 
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My future career  

As this is the end of my study, I am eager to start work fulltime. Not am I only eager to work, I also feel 

that I am ready to take on a new challenge. After studying for over 7 years; first at college, then at 

university, I feel that I have enough (theoretical) knowledge, skills and experience (through previous 

internships) to go out to work and put my acquired knowledge and skills into practice.  

 
Reflecting on my previous internship(s), I realise that not only are skills such communication, 

coordination and planning, project management and time management are important, but also 

interpersonal skills and cooperation. Without good interpersonal skills and the ability to get along with 

people and work together, the aforementioned skills have little to no use.  

 
According to the Fontys website, IBMS graduates could end up in a marketing department of a 

multinational or an international oriented company.  

Among the positions IBMS graduates mostly fill-up are: export manager, account manager marketing 

consultant and product manager. As I’m interested in business development and innovation, I am keen 

on taking up a position as product manager or assistant. Therefore, my focus will lie on vacancies that 

are open to positions for new product development or business development.  

 
In the long term, I am planning to start my own business specialised in sustainable energy solutions. 

Before embarking on that adventure however, I am first planning to gain five to ten years’ experience 

in a company that has sustainability embedded in its long-term strategy.  
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Final evaluation IBMS supervisor 
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Final evaluation company mentor 
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Appendix 

 

 

Figure 1 - Asset value based on annual mileage 
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Figure 2 - Extra gap between market value and book value 
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Figure 3 - Lease income based on mileage 
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Figure 4 - Lease costs 

 

Lease costs 36 months 

 
115,000 km  €760 per month fixed   €0,08 p/km 

 

120,000 km  €900 per month fixed   €0,064 p/km 

 

 
125,000 km   €740 fixed per month    €0,077 p/km 

 

130,000 km   €750 fixed per month   €0,074 p/km 
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135,000 km   €760 fixed per month   €0,071 p/km 

 

140,000 km  €755 fixed per month   €0,07 p/km 

 

145,000 km   €750 fixed per month  €0,069 p/km 
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Lease costs 48 months 

 

115,000 km    €759 fixed per month   €0,0622 per km 

 

120,000 km €753 fixed per month   €0,061 per km  

 

 

125,000 km €754 fixed per month   €0,059 per km 

 

 

130,000 km  €747,50 fixed per month   €0,058 per km 
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135,000 km €740 fixed per month €0,057 per/km  

 

140,000 km €740 fixed per month €0,056 p/km  

 

145,000 km €740 fixed per month  €0,055 p/km 
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Lease costs 60 months 

 

115,000 km   €755 fixed per month  €0,05 p/km 

 

120,000 km   €750 fixed per month     €0,049 p/km 

 

125,000  km   €766 fixed per month    €0,046 p/km 

 

130,000 km   €760 fixed per month   €0,045 p/km  
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135,000 km  €760 fixed per month    €0,044 p/km 

 

140,000 km   €760 fixed per month   €0,043 p/km 

 

145,000 km  €760 fixed per month  € 0,042 p/km 
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Lease costs 72 months 
 
 
115,000 km   €800 fixed per month    €0,035 p/km 

 

120,000 km   €800 fixed per month   0,034 p/km   

 

125,000 km  €800 fixed per month   €0,033 p/km 

 

 

130,000 km  €800 fixed per month  €0,032 p/km 
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135,000 km   €803 fixed per month   €0,031 p/km 

 

 

140,000 km   €804 fixed per month   €0,03 p/km 

 

 

145,000 km     €810 fixed per month    €0,029 p/km 
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Figure 5 - Lease income current lease product (36 months) 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

57 
 

Figure 6 - Financial risk scenario under mileage 

 

Lease costs 36 months 
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Figure 7 - Financial risk scenario over mileage 

 

Lease contract 36 months 
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Figure 8 - Billing procedure under mileage 
 
 

Lease contract 36 months 
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Figure 9 - Billing procedure over mileage 
 

 

Lease contract 36 months 
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Figure 10 – Questionnaire 
 

 

10.1 Survey email  
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10.2 - Survey - questions 
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Figure 11 – Survey results ‘Lease ervaring’ 
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Figure 12 – PACCAR Financial Nederland klantenonderzoek 
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Figure 13 – Scorecard new lease product 
 
 

 

Scorecard new lease product 

 Low 
(No real significance) 

Moderate  
(Sufficient 
significance) 

High 
(great significance) 

Degree of innovativeness    x  

Degree of technical 

complexity 

  x 

Level of payback risk  x  

Level of financial risk  x  

Availability of key resources    x 

Customer benefits  x  

Impact on competitive 

advantage 

  

x 

 

 

Market size    x 

Customer demand x   

 
Degree of innovativeness:  The extent to which the new lease product is perceived as being new  
 
Degree of technical complexity: The degree to which the new lease product is complex to develop  
 
Level of payback risk: The extent to which the investment promises to pay itself back 
 
Level of financial risk: The extent to which the firm is exposed to financial risk regarding its 

commitment and devotion of effort, time and resources to the product 

 
Availability of key resources: The extent to which the required resources are available and accessible 

to work on the new product 

 
Customer benefits: Extent to which it offers greater benefits to the customer as opposed to current 

lease offerings 

 
Impact on competitive advantage: The extent to which this new product likely to have an impact on 

the competition 

 
Market size: The whole potential market that can be reached with this new product 


