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Issties In Regulating

Interstale Mcotor Carrie

The Interstate Commerce Commission’s regu-
tation of motor cairiers, especially trucks, is a
subject of widespread interest. Although nu-
merous studies have been made on the effects
of motor carrier regulations, there are sharp
differences of opinton as to whether the cur-
rent requiatory system should be changed
and, if so, how.

This staff study ciscusses the basis for motor
carrier regulation which began in 1835,
changes in the regulatory environment since
then, and issies that should ba considered in
changing trucking regulations.
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FOREWARD

Federal regulation of interstate motor carriers, crucks,
and buses began in the mid-1930s mainly because of the
Government's conce:n over the undesirable effects of com-
petition between the regulated railroads and th=2 unregulated
motor carrier industry.

Since 1972, public debate over economic regulation of
trucking has become persistent and widespread. Critics claim
that there is less public need for regulation today because
both the Nation and the trucking industry have changed over
the past 43 years. They sav that under currert conditions
trucking regulation benefits the regulatad, not the general
public, and tnat such requlation is in fact a hinderance to
technological progress in the trucking industry. Indeed,
some critics claim that regulation should not have been
extended to include trucks in the first olace. Regulation
proponents argue that regulation has provided the Nation a
stable surface transportation system and, while improvements
are possible, the basic regulatory structure should not be
changed.

This study presents a summary source of information on
the trucking regulation issues and includes information {rom
previous GAQO reports and various articles, papers, and
studies on trucking regulation. GAQ traces the development
of Federal trucki.g regulation and briefly discusses changes
in the Nation as well as the trucking industry since regu-
lation began. Pertinent issues that should be considered in
any changes to the current regulatory system are highlighted.

The President, in his written January_20, 1978,
State of the Union message, stated that "Fortv vears
of tight government control have not done enocugh to
bring us competitive prices, good service and efficient
use of fuel," and that "we will consider measures tu
bring more competition into the motor carrier area." The
President's statement indicates that the administration will
be taking some action on trucking regulation.

GAQ concludes that analysis of recent actions by the
Interstate Commerce Commission, nlus the results of other
studies completed or underway, should help in providing a
much better basis on which the Federal Government's role in
requlating motor carrier transpcrtation can be determined.
GAO hopes that this study will contribute to a better under-
standing of trucking regulation and its issues. It was



developed by the Community and Economic Development Division,
and gquestions should be directed to Frank V. Cubalusky,
Assistant Director, on (202) 426-1777.

Henry Eschwege
Director
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SUMMARY
After 43 vyears of Federal regulation of interstate motor

carriers, there are sharp differences of opinion as to whether

the present regulatory system should be changed, and if so,
how.

Issues considered in the controversy should include the

-~gverall cost or benefits of regulation,

--affect that regulation has on competition within the
trucking industry and between trucking and other
transportation industries,

--impact of regulation on service and rates,

--impacec of 'regulation on the level of motor carrier
efficiency in terms of energy, and

--justification for certain euemptions from regulation.

WHY FEDERAL REGULATION?

Four major problems led to Federal regulation, beginning
in 1935, of motor carriers:

~-The States' inability to regulate interstate commerce.

--The financial difficulty of railroads.

--The vigorous competition between motor carriers.

--The Great Depression.

The motor transportation industry grew tremendously
during the 1920s. Truck and bus operations began to extend
beyond State boundaries and were confronted with regulatory
conflicts over highway use, routes, and locad limits. As a
result, carriers asked the courts to define the States’
jurisdictional authority and in 1925 the Supreme Court ruled

that only the Federal Government could reqgulate interstate
commerce,

Trhe emergence of trucking increased competition in the
freight market and caused a decrease in rail traffic for
which high rates had been maintained. As the trucking in-

dustry grew, the railroads suffered serious financial pro-
blems.
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Between 1926 and 1932 the Intarstate Commerce Commiss-
ion (ICC) conducted two extensive s:udies of the motor car-
rier industry and found that anyone, regardless of back-
ground, expertise, or financiel condition, could enter the
trucking industry. As a result, thousands of small truckers,
many poorly trained ard financiallv irresponsiole, were
competing for business. Many truckers did not know their
operating costs, and shippers encouraged truckers to cut
rates to levels returning little or no protit.

Although all these factors caused problems, 37 legisla~-
tive bills proposing to regulate motor carriers failed, until
the mid-1930s, when the effects of the Great Depression
seemed to be the final factor that led to regulation.

The ‘conditions in the economy and in the motor carrier
industry that prompted regulatior. have changed. The Nation's
economy is much stronger now than it was in the 1930s, and
the trucking industry has grown primarily from a local ship-
ing business to include many coast~to~coast companies. This
is partiall~ due to improvements in truck and highway tech-
nologyv. Also, the size of the companies and the number of
trucks they operate have increased. (See p. 10.)

REGULATION ISSUES

Estimates of the cost or benefits of regulation are not
exact; they vary depending on the ascumptions used. Opponents
argue that regulation imposes large net costs on society from
inefficiencies and higher rates. Proponents and ICC argue
that the assessments do uct account for the benefits of re=-
gulation. While imposing some costs, it results in net social
benefits. {(See p. 17.)

Another issue in the debate is whether there should be
free or restricted entry. Proponents of entry control say
it is needed to prevent destructive competition and insure
adequate service. Critics believe that the economics of
the trucking industry would approximate the classic example
of perfect competition if there were no entry restrictions.
They say that entry controls lead to detailed and restricted
operating authorities and protect those in the industry £from
additional competition. (See p. 19.)

The regulated trucking industry collectively sets rates
through rate bureaus which are exempt from Fedzral antitrust
laws. Rate bureau proponents argue that the bureaus perform

ii
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a valuable service because they allow truckers to develop
better coust data on which to base rates and allow for non-
discriminatory rates. Critics contenu that the bureaus'
metnod of setting rates results in hioher freight rates and
reduced services to customers. (See p. 31.)

Although certain motor carrier operations are exempt
from ICC regulation, the agricultural exemption and the
commercial zone exemption have posed special problems for
7CC. (8ee p. 46.) .

ICC has taken a number of steps to help improve the
motor carrier industry. It is presently considering the
results of its study to liberalize many of the entry restric-
tions placed on motor carriers and is also examining opera-
tions Orf rate pureaus. A number of other studies which ad-
dress major issues of motor carrier regulation are underway.
These efforts, in GAO's view, coupled with the results of
previous studies, will be invaluable in helping to formulate
a basis for making appropriate changes in motor carrier
regulations. (See p. 50.)
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CHAPTER 1

QIRTH CF MOTOR CARRIER REGULATION
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Historically, the Federal Government has intervened 1in
tie free market system when circumstances, such as natural
business monopolies or destructive competition seemed to
warrant regulat.on. The surface transportation industry,
one of the Nation's most vital public service industries,
has been subject to extensive Federal and State requlation.
For example, the Interstate Commerce Commission's {(ICC's)
regqulation began with railrcads in 18687 anc was later ex-
tended to o0il pipelines, motor carriers, and harges. The
States pioneered motor carrier regulaticn in 1913, and
Federal regqulation began in 2.5,

EVENTS LEADING TO THE REGULATION OF MOTOF CARRIERS

The Motor Carrier Act of 1935 (49 U.S.C. §§ 301 et seaq.
(1970)) as amended, extended ICC regulation to cover inter-
state trucks and buses. The infant motor c¢crrier industry
was growing rapidly and, by the 1930s, there was vigorous com-
petition both within the trucking and bus industries andg
between trucks and railroeds. The competition had become
so severe that banbhruptcies threatened and occurred in both
the motcr carrier and railroad industries. Tie State goverri-
ments, which reqgulated intrastate motor carriers, could not
cope with the problems of the interstate motor carrier
industry. Finally, by the mid-1930s, the severe economic
depression, combined with the financial difficulties of
both the motor carrier and rail industries resulted in Fe-

dexral Government action to regulate interstate motor car-
riers.

States' inability to regulate interstate commerce

The States regulaeted intrastate shipments but could not
regulate shipments that traveled between States As each
State experimented with regulation, it deveioped¢ seemingly
appropriate laws to contro! the carriers which operated with-
in its borders. As a .2sult, State laws varied; some regula-
tions were similar, but most were not and often conflicted.

As motor transportation grew in th: 1920s, truck and bus
operations extended beyond State boundaries. Many States
were unsure of their legal authority to requlate interstate
traffic, but most of them assumed that, in the absence of
Federal regulation, they could regulate both intrastate and
interstate motor carriers.



Interstate motor carriers, however, did not want to be
regulated by the States. The industry was young and trying
to grow; and, as the carriers traveled from State to State,
they were confronted with regulatory conflicts over highway
use, routes, ana load limits. As a result, the carriers
asked the courts to define the States' jurisdicticnal author-
ity. In March 1925, the Supreme Couvrct ruled that the States
haa authority to regulate highway safety and maintenance '
within their boundaries but only the Federal Government could
regulate interstate commerce.l/

Rallroad prchlems

After the 1925 Supreme Court decision, the railroad
industry began extensive public relations camvaigns and lobby-
ing efforts to extend Fedesal ragulac.on to interstate motor
carriers. Rall carriers, who were under Federal regulation,
wete belng seriously threatened by motor carrier competition.

At tha core of the railroads' problem was the tradit-
ional pricing method, known as value of service pricing, which
was used by the railroads and sanctioncu by ICC. Under value
of service pricing, the railroads charged a higher rate for
high-value. low~-volume goods, such as manufactured items, than
for low-value bulk goods, such as agricultural products or
minerals. This system was satisfactory so long as railroads
were the dominant transportiation mode.

Wit* the advent of trucks, the railroads faced competit~
jon, esp.cially for high-value manufactured goods. Generally,
tire common carrier truckers merely matched the rail rates.
Because of the superiority of their service {(greater speed
and door-to-door delivery, without need for intermediate
loading and unlcading), they were able to take away most of
this valuable business. Since truckers were skimming high-
value traffic from the railroads, the rail carriers were left
with mostly low-value bulk goods with their low rates per
ton-mile. ’

Until this time, the railroads had generally ignored
motor carriers and had taken few measures to compete with
them. In fact, while the motor carrier industry was begin-
ning to grow, the railroad industry was suffering serious
financial difficulties. 1In 1915, the railroad industry was
declining and abouc 8§ percent of its track was in receiver-
ship. During Wworld War I, the industry started to prosper,

1/Buck V. Kuykendall, 267 U.S. 307.
Bush & Sons Co. V. Maloy, 267 U.S. 317.
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but competition between rail carriers, their failure to
ceordinate activities, and their rapidly escalating rates
resulted in a Federal Government takeover in 1917. The
railroads earn.d & "guaranteed profit," but their rates had
increased 25 percent, costs had escalated even more rapidly,
and the federal Government was subsi.dizing the railroads.

The Transpcrtation Act of 1920 helped to increase railroads'
profitability during the 1920s, but the furure of the railroads
were at best uncertain. The railrcads were beginning to realize
the sariousness of motor carrier competition, and they began to
camraign for motor carrier regulation.

ICC made two extansive studies of the probleri and con-
cluded that ma~y factors, such as motor carrier and water
carrier compecition, changing distribution patterns, and a
depressed national economy were causing the railroads'
financial problems. ICC noted that trucks were carrying
freight previously carried by the raiiroads, but it could not
determine how much freight had been diverted to trucks. The
railroads were alsc losing passenger traffic, but about 70

percent of this was due to the growing popularity of auto-
mobiles.

In 1932, when IZC completed its secornd study, the reil-
roads were facing even more severe financial problems. Their
2arnings, along with ton miles hauled, were falling and some
went bankrupt. Besides being affected by motor carrier com-
petition and the depression, the railroads were also competing
among themselves. Rail lines were privately owned and
independently managed, and as a result, a large amount of
duplicated facilities and services existed and railroads
battled each other for passenger and freight traffic.

Neither ICC nor the railroads knew whether motor carrier
competition or the Great Depression had the greatest impact
on the railroads' financial situation. Nevertheless, ICC's
study concluded that interstate motor carriers should be
requlated to help equalize competition between the railroads
and the motor carriers. Subsequently, the Emergency “'rans-
portation Act of 1933 provided for the arpointment ol a Fed-
eral Transportation Coordinato: to investigate and consider
ways to improve transportation. The Cocrdinator, Mr. Joseph
B. Eastman, an ICC Commissioner, conducted extensive investiga-
tions of the railroad and motor carrier industries and his
conclusions agreed with ICC's position. He said railroads
were being hurt by motor carrier competition, but he could
not determine how much. He recommended that motor carriers
be regulated to equalize competition between the interstate
motor carrier and railroad industries and to promote coordina-
tion among surface transportation modes.



Problems within the motor carrier industry

When ICC and the Federal Coordinator recommended motor
carrier regulation, they were not only concerned about
competition between motor carriers and railroads but also
about competition between motor carriers.

ICC found that bus operators, especially those who had
begun opercztions after the Supreme Court ruling, had (1)
poor accounting reccrds, (2) no uniform basis for setting
rates, (3} no accident and liability insurance, and {4)
little responsiblity for loss and danage claims. Bus
operators also engaged in false advertising, rate cutting
and rate wars, used unsafe equipment, and were financially
irresponsible.

In 1920, ICC recommended immedinte Federal regulation
of interstate buses. According to ICC the trucking industry,
which had not been operating as long as buses, did not need
regulation.

However, in 1930 when ICC began its second motor carrier
study, the trucking industry was more chaotic. ICC concluded
that trucks should be regulated, and the Federal Coordinator
later agreed.

ICC had found that anyone, regardless of background,
expertise, or financial condition, could enter the trucking
industry. As a result, thousands of small truckers came into
the industry and were competing with each other. Many were
poorly trained, inadequately financed, and irresponsible.
Some used unsafe equipment, drove long hours, and kept in-
adequate records.

Rates especially were a problem. Many truckers had
little or no knowledge of costs «nd no uniform basis for rate
setting, and wild rate fluctuations, rebating, and rate
wars were common practices.

Shippers and truck manufacturers were aiso allegedly
responsible for some of the adverse conditions. Many ship-
pers encouraged truckers to cut their rates to levels .
returning little or no profit while others plaved truckers 2
against each other to obtain the lowest possible rates. In
addition, sales representatives of truck manufacturers were
exploiting poor, inexperienced smali truckers. The small
operators were induced to buy trucks on the installment
plan by high pressure salesmen who misrepresented future
prospects in the trucking industry.

P e ammee o
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Economic depression

From 1925 to 1435, 37 legislative bills proposing to
regulate motor carriers tailed. By 1934, however, the
agepressed U.S. economy guaranteed economic regulation of
Motor carriers.

The national economy had collapsea, business fallures
were numerous, unemployment was extremely high, prices were
declining, and profits were minimal. Economists stated that
tne Corgress and the public temporarily lost faith in
competition and the free enterprise system. The trucking
industry became a haven for the unemploved and rhaos was
increasing. Truck manufacturers, faced with excess inventory,
were eager to offer credit to anyone wishing to enter the

trucking industry.

By 1935, some large truckers, bus operators, and shippers
joined the campaign to regul-te motor carriers. The Congress
agreed that motor carrier regulation was needed and quickly
passed the Motor Carrier Act, which the President signed in
August 1935. :

MOTOR CARRIER ACT OF 1935
LEGISLATIVE HISTORY

The Motor Carrier Act of 1935, based con a draft bill
submitted by the Federal Coordinator, relied heavily on
regulation used by many foreign countries and moct of the
States.

ICC and the Federal Coordinator had devcloped some data
on motor carriers, but not enough was known to develop special
interstate regulation. The Fed:zral Coordinator believed that
intrastate regulations had generally been successful in stabi-
lizing and improving intrastate operations; thereiore, ne
recommended, and the Congress agreed, tbat incerstate motor
carrier regulation should follow on the States' experiences.

Purposes of the act

The major purposes of the Motor Carrier Act were to extend
Federal regulation to interstate motor carriers and to regulate
motor transportation to toster sound conaitions among all modes
of transportation.

Other purposes were to

--preserve the inherent advantages of motor transporta-
tion,

--promote adequate and efficient motor carrier service

5
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at reasonable rates, and

--facilitate cooperation between Federal and
State regulatory authorities.

Provisions of the act

The Motor Carrier Act considered the four classes of motcr
carriers commonly used by the States:

-~Common carriers serving the ceneral public, for com=
pensation, and traveling along specific routes or in
designated territories.

--Contract carriers serving, fc¢r compensation, one or
more shippers through a contract or written agceement.
--orivate carriers carrying thei

a in their
Jwn vehicles.

~
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¢+ -Brokers, wno were acting as principals or agents to
obtaln regulated motor carrier service for others,
were also put under Federal regulation.

Since common and contract carriers performed "for hire~
services, they were subject to ICC economic and safety regu-
lation.l/ Brokers were subject to partial economic regulation,
and private carriers only to safety regulation.

The Congress decided that the regulation of both common
and contract carriers was essential; otherwise, a common carrier
could enter into numerous contracts with shippers and term its
operations as “contract carriage."

The Motor Carrier Act of 1935 specified that common
carriers were to receive “certifticates of public convenience
and necessity,"” contract carriers were to receive "permits,”
and brokers were tc receive “"licenses.”

The act exempted from Federal regulation (1) school buses,
taxicabs, newspaper vehicles, hotel and railroad shuttle vehi-
clés, and national park venhicles, (2) motor vehicles owned and
operated by farmers and used to carry their agricultural com-
modities, (3) motor vehicles owned and operated by agricultural
cooperatives, (4) motor vehicles used exclusively to carry
certain agricultural products, (5) the transportation of

1/ Operational safety, originally vested with ICC, was trans-~
ferred to the Department of Transportation in April 1967.
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passengers and products wholly within or pcetween cont 9015
municipal zones, and (6} casual, occasional, c¢r reciprocal
transportacion being done by anyone not 1n the transoortatlian
business.l/

Carriers hauling agricultural products

The Congress had some difficulty deciding who should
or should not be subject to interstate regulation. An
impoarcant concern related to carriers hauling agricultural
procucts.

The Ccngress exempted the transportation of agricultural
products from regulation because (1) the States exempted
agricultural shipments and (2) the Connress wanted to give
special aid to the tarmers.

Because farmers usually transported their own and their
neighbors' agricvltural products to market places or to
truckers' terminals, they feared that they would be subject
to Federal requlation. When they were not carrying their
own products, farmers used contract carriers who provided
specialized services for agricultural products.

The Congress wanted to assist the farmers and allowed
agricultural excmpticans. Exempied were motor vehicles
owned and operated oy farmers and agricultural cooperatives
when used to2 carry their own agricultural commodities. The
exemption for occasional, reciprocal transportation allowed
farmers to continue carrying their neighbors' goods without
fear of regulation. Finally, the exemption for transpeorting
unprocessed agricultural commodities helped keep truckers
serving the farmers free of ICC-enforced cperating limita-
tions and rate minimums.

Requlation of entry, service, and rates

Although the Motor Carrier Act of 1935 extended regula-
tion to 2ntry, service, rates, accounting practices, common
control of more than one carrizr, and issuance of s'tocks and
securities, the entr s, service, and rate provisions were the"
most critical,

1/ Two additional exemptions were later added to the act:
(l) an incidental-tolair exemption was added in June .
1538 and (2) the transportation of accidentally wrecked
or disabled motor vehicles by towing exemption was added
in Decamber 1953.
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Entry and _service controls

The Motor Carrier Act gave ICC biroad authority to restrict
entry into 1nterstate motor transportation and to control the
services of carrtiers once they had encered. Entry and service
requlation had been accepted and used by most of the States
to protect the public lnterest.

State regulations differed slightlyv for common and con-
tract carriers. Since contract carriesrs did not se:ve the
general public, States specified that they only had to apply
for "perm:ts" and snow that their proposed operations were
consisten: with the public interest. Common carriers, however,
had to apply for an "operating certificate" and prove that
their prorosed services were required by present or future
"public convenience and necessity." 3Soth classes of carriers
2lcc had o preve theoy were "fit, willing, and able" to provide
the proposed service.

States, however, never develcped criteria for "public
cnnvenience and necessity" or "fitness, willingness, and
ability." Instead they interpreted entry and service regu-
lations on a case-by-case basis and used wide latitude in
determining whether a proposed operation wes in the public
interest. States freqguently denied certificates and permits
for routes or territories that were being served bv other
carriers, even if existing service was unsatisfactory. The
States believed the established carrier should first have an
opportunity to supply adequate and proper service.,

ICC and the Federal Coordinator believed that State
entry controls had stabilized and imprcoved intrastate opera-
tions. Therefore, they recommended them for interstate
motor carriers. ICC said these controls were necessary
to {1) prevent duplicate, unnecessary services, (2) protect
the public by preventing irresponsible services, and (3)
provide existing requlated carriers protection against
destructive competition.

The Congress agreed and established certificates of
public convenience and necessity as essential to (1) achieve
conformity with existing State regulation, (2) provide proper
public service, and (3) establish and maintain stability
within the motor carrier industry. The Congress also gave
interstate carriers who were in "bona fide" operations before
June 1, 1935, "grandfather™ authority over the route or routes
or within the territory for which their applicaticn was made.
The Congress believed that these carriers were entitled to
grants of authority to prevent unscrupulous speculation and
to protect pioneers of the industry. States had provided
similar grants when they began controlling entry.

——————— e '



Rates

The Motoy Carrier Act of 1935 gave ICCT authority to
investigate, prescribe, and/or suspend motOr carrier rates.
ICC could, urcn complaint or on its own initiative, suspend
proposed changes in races, fares, or reqgulations for a period
not to excead 180 days. In addition, the act reguired common
carriers to give ICC 30 days' notice for all rate and farz
changes, althcugh ICC could permit rate changes on less notice.

ICC's authority to prescribe rates or charges varied for
common and contract carriers; both of which could set their own
rates. Whenever ICC found common carrier rates or fares to
be unreasonable or unlawful, 1t had the power to prescribe
the minimum, maximum, or actual rate to be charged. However,
ICC could only prescribe minimuw rates for contract carriers.

ICC FUNCTIONS UNDER THE MOTOR CARRIER ACT

Since ICC already had jurisdiction over railroads, oil
pipelines, and joint operations of railroad and water lines,
the Congress appointed it to regulate interstate motor car-
riers.

Those opposing ICC as the regulator said ICC (1) was
overloaded with work and could not efficiently handle addit-
ional duties, (2) was "railroad-minded"” and incarable of
dealing objectively with the problems of other transportation
modes, (3) would base motor carrier rates on railroads ex-
periences without considering special problems of motor car-
riers, and {4) was too bureaucratic, rigid and cumbersome for
effective regulation.

The Federal Coordinator disagreed. He said ICC was the
natural and logical agency to establish unified regulation
for all transportation modes. He argued that ICC was well
organized, its work load had gone down, and it was not biased
toward the railroads. He said if ICC was reorganized and new
departments were created, it could handle motor carrier re-
gulation. The Congress agreed with this view.



CHAPTER 2
43 YEARS LATER-—CHANGES IH THE
REGULATORY ENVIRONMENT

Federal economic regulation of motor carriers began during
a severe econcmic crisis when the motor carrier industry was
yvoung, chaotic, anc struggling. During the past 43 years,
some of the conaitions that gave rise to motor carrier regu-
lation have changed, and motor carriers are now operating
in a different environment.

NATIONAL CBANGES

Since motor carrier regulation began, motor carriers have
nad to meet changed transpertation neecs. Changes that have
affected the motot carricr industry can generally be discussaa
in terms of :

-—-gconomic changes,

-~development of a highway system, and

~--farming changes.

Economic changes

Over the vears, the U.S. economy has changed radically.
Since world war II, the economy has generally maintained con-
sistent, high levels of output and employment, and has ex-
perienced the longest sustained and most rapid overall growth
in U.S. history. The motor carrier industry has shared in this
growth and has pecome one of the most important industries in
the Nation.

The locations, sizes, and operations of American busi-
nesses have changed considerably. Before the growth of the
trucking industry, businesses were located near rivers, water-
ways, and rail lines where they were assured cf transportation
services. 1In tiae 1920s and 1930s, when truck operations cegan,
service was more flexible, but overall it was still confined
to cities and local areas.

Over the years industries, attracted by good highways,
have spread over larger areas. Communities which in the past
were considered insignificant as producing centers have acquir-
ed new manufacturing plants partially because of their prox-
imity to good highways. The location of ind.stries was not
hampered by a need to be near fixed transportation, since
trucks could go wherever there were good highways.

10
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Business operations have also changed. 1In the past,
most businesses operated in local or regional areas. Today,
however, many firms distribute and market their products
nationwide. Even regional businesses have changed. Retail
outlets of inrer city stores now locate near suburban
residential areas and are supplied daily, and sometimes hourly,
by truck deliveries from central warehouses or manufacturers'
plants. 1In effect, the trucks act as warenouses on wheels, and
the retailers can reduce their space and inventory requirements.

Development of highwav system

The Nation's public roads and highways have been expanded
and greatly improved over the past 43 years. In 1921, when the
motor zarricr industry was oaginning, tiere were 3.2 million
miles of roadways--only 14 percent of which were surfaced. The
Congress, reccgnizing the need for better roads, started sub-

sidizing the States to develop a nationwice road system.

Since thea highway miles have increased only 20 percent
to 3.8 million miles, but about 80 percent of rosdways are
paved. In addition, roads bave beer widened, better surfaced,
and improved in other ways.

Motor carviers, especially interstate truckers, now travel
faster and more efficiently on interstate highways. The in-
terstate highway system—--about 40,000 miles of uninterrupted
superhignways that link population and prcduction areas nation-
wide~~are limited access, divided highways of four or more
lanes. The highway's fewer curves, less steep grades, wider
lanes, and durable surfacing allow truckers to use larger,
longer, and heavier eguipment and to move traffic at higher
speeds, with greater safety, less driver fatigue, better fuel
economy, and lower maintenance requirements.

Farming changes

Historically, farming has always been an important industry
in the United States. 1In 1935, farms were numerous and about
one third to one fourth of all motor vehicles in the country
were farm-~owned and c¢perated.

The number of farms in the Nation has steadily declined.
In 1950, there were 5.6 million farms; in 1960, there were
3.9 million; and in 1977, there were only 2.8 million. At the
same time, farms are gettinc larger, more efficient, and more
specialized.

11



Despite the decline in the number of farms, agriculture
is by ftar the largest single user of trucks in the cocurtry.
Une out of every Ltive trucks in the Nation is used for
agr icultural purposes.

CHANGES I:d THE MOTOR CARRIER INDUSTRY

The motor carrier industry has changed substantially
since 1935. Changes in the trucking industry will be discussed
in terms of carrier characteristics and technological improve-
ments i1n trucks.

Carrier characteristics

Statistical comparisons of the motor carrier industry
over a 43-year period are difficult to make. Before and during
the early years of Federal motor carrict tegulaiion, MOTOr
carrier statistical data could only be estimated. Since then,
public and private organizations have compiled data, but
because of differing data bases, it carnot always be compared.

In 1¢35, there were 3 million to 3.5 million trucks in
the Unitea States. About 806,000 - 900,000 were farm-owned
and operated, and an even larger number were used in local
operations. The number of trucks engaged in interstate
operations was unknown, but only 100,000 to 200,000 trucks
were estimated to be engaged in interstate for-hire opera-
tiors.l/ It is these trucks which came under ICC regulation
in 1935,

The trucking industry consisted primarily of owner
operators-~about 82 percent of truckers had only 1 vehicle
and less than 1 percent had over 10 vehicles. Similarly,

§2 percent of firms had only 1 employee and less than 1 per-
cent had over 50 employees.

Most truckers operated in cities or local areas; only
a small number carried goods long distances. Truckers were
thought to be carrying somewhat less than 10 percent of
intercity freignt.

Today, the motor carrier industry still includes
thousanas of small carriers, but some have grown greatiy.
By 1968, an estimated 26 perrent cf interstate carriers
had more than 10 vehicles and the average number of
vehicles per regulated carrier was 43. Of the more than
16,000 regulated carriers, many have become nationwide

1/The United States Bureau of Public Roads estimated that in
1932 there were about 107,000 contract carriers with about
1.5 trucks each and 10,000 common carriers with 4 trucks each.
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operators, and some are publicly held companies with their
stocks listed on regional and national stock exchanges. 1In
1975, truckers carried 22 percent of all intercity freight
measured in ton-miles. Of this amount, regulated truckers

carried 44 percent and non-regulated truckers carried 56
percent. '

In 1977, 16,606 trucking firms were under ICC regulation.
Of these, (1) 1,052 had revenues of ¢£3 million or more, (2)
3,101 had revenues between $500,000 and $3 million and (3)
12,453 had revenues under $500,000.

Although the exact number of unregulated or exempt

truckers is unknown, they are an important part of the

trucking industrv. Private carrierc ar. ncot primarily

engaged in transportation and do not offer their services

for hire. These carriers are estimated to numbar between
113,000 to 150,000, thus outnumbering regulated carriers

by more than 9 to 1. The remaining portion of the exempt
segment of the industry--for~hire carriers who haul commodities

exempt from ICC regulation--is dominated by owner-operators.

Owner-operators own and operate their own trucks for
hire, usually in one of two ways; they work entirely in the
exempt commodities market through brokers or direct contact
with shippers, or they enter into lease arrangements as a
contractor to an ICC requlated carrier. However, owner=-
operators ares unregulated only when transporting exempt
commodities. In 1973, there were an estimated 100,000
owner-operators in the country; about 60,000 were operating
under lease arrangerents with ICC-regulated carriers.

Technological improvements in trucks

During the post war years, improvements in truck design
and equipment have greatly increased the trucking industry's
ability to carry anore revenuve-producing freight per dollar
of invested capital and per staff-hour of labor.

Truck body lengths have increased about 50 percent in
17 years. In 1446, trailers were 22 to 30 feet long, but.
by 1974 they were 46 to 45 feet long. Also, truck carrying
capacity has increased about 40 percent in the period 1945-46
primarily because of stronger and lighter truck metals and
twin trailer combinations.

Over the past 22 years, several specialized trucks have
been developed to handle certain commodities. For example,
tank trucks are used extensively for transporting liquid
products, particularly petroleum and chemicals. 1In addition,

13



special trucks carry dry bulk products such as flour, grain,
cement, and fertilizer and refrigerated trucks carry various
types of foods and drugs without spoilage.

Finally, many trucking companies are using "sleeper
cabs," which are tractor units with smzll sleeping berths
behind the driver. These allow two drivers to remain on
the road all day, by alternating betwean driving and sleeping.
For motor carriers, the use of "sleeper cabs" has many
advantages. For example, terminal handling delays can be
avoided, mcre direct routes can be used, and the arrival
and departvre times of staff and trucks can be better coordi-
nated.

CHANGES IN MOTOR CARRIER LEGISLATION

the motur Carcier Act has been amended several times
since 1935. Most of the changes have heen relatively minor
reactions to specific problems of the times. Examples of
some of the amendments are as follows:

'
~-~-The Transportation Act of 19440.
-~The Reed-Bulwinkle Act of 1948.
-~The Transportation Act of 1358.
~-The Department of Transportation Act of 1966.

The Transportation Act of 1940

The Trangportat:on Act of 1940 amended the Interstate
Commerce Act and was primarily to improve the national trans-
portation system. The act declared a national transportation
policy which required ICC to regulate rail, pipeline, barge,
and motor transport to preserve the inherent advantages of

each mode. The act also put interstate water carriers under

ICC regulation and amended some motor carrier regulations.

The Reed-Bulwinkle Act of 1948

The Reed-Bulwinkle Act of 1948 was to resolve conflicts
between antitrust laws and the national transportation policy
of the Interstate Commerce Act.

The act granted antitrust ._mmunity to carriers who
organizéd rate bureaus for ratemaking purposes, but the
bureaus’ proposed‘'rates ani methods has to be approved by
ICC. The act also specifically guaranteed each carrier the
right to take independent action regardless of a rate
bureau's policy. (See p. 31.)

14
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The Transportation Act of 1958

The Transportation Act of 195% revisec the exemption
for agricultural commodities by (1) 1ncluding cooked fish
and shellfish, and (2) re-regulating certain other agricul-
tural commodities. The act then froze the scope of the
agricultural exemption. However, anv trucker wno, on
June 1, 1958, was transporting the agricultural commodities
that were returned to regulation was entitler to recelve
an ICC operating authority to continue hauling the commodities.

The Congress enacted this amendment to help regulated
vruckers regain lost agricultural traffic. The agricultuial
axempticn was originally passed to help farmers move their
products from the production point to market, processing,
or storage points. Over the years, however, a series ot
administrative and judicial decisions extended the exemption
to various partially processed commodities. As a result,
exempt carriers were able to carry certain agricultural
commodities that were previous.y under ICC regulation.

The Transportation Act of 1958 also amended the defi-
nition of a "private carrier” by providing that they cannot
transport property in interstate commerce uanless the trans-
portation is incidental to, or in furtherance of, a primary
business enterprise.

This amendment was passed to pirotect regulated truckers
who were allegedly losing business to bogus private carriers.
The Congress and ICC said that many private carriers were
conducting for~hire transportation under the guise of private
carriage. As a result, the private carriers were competing
with r=gulaced truckers and evading economic regulation and
Federal ea:cise taxen.

Department of Transportation Act of 1966

This act created the Department of Transportation and
transferred ths regulatory safety authority over surface
transportation from ICC to the Department. The act also pro=-
vided tha: the Secretiry of Transportation could intervene in
cases befsrre ICC.

The basic regulatory system which the Congress set up
for motor carriers differed from the railroads, and ICC could
use its discretion in developing mctor carrier rules and
regulations.

15
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Fur a few years after 1935, ICC primarily worked at
processing more than 89%,000 "grandfather” aprlications for
common carrier certificates and contract carrier permits.

Then, on a case-by-case basis and through rulemaking pro-
ceedings, ICC developed its major carrier rules and regulations.

ICC has applied different degrees of regulation and
cbligation on each type of moktor carrier. In addition,
ICC adoptea a detailed appreocach to regulation by specifving
commodity and route restrictions for common carriers.

Over *he years, ICC has interpretsd its mandate for
motor carr.er regulation mainly in terms of protecting and
preserving common carriers. ICC has recognized an obligation
tO protect existing carriers, and 1in numerous cases has
asserted that "existing carriers are eatitled to transpert
all of the traffic which they can handle adequately, effi-
ciently, and economically without the competition of new
services.” ICC has long believed that existing regulated
carriers are entitled to protection in return for their
public service.

ICC nas also modified its interpratation of the Motor
Carrier Act and has changed some of its procedural rules
ana regulations. Its policies do not bar grants of authority
to provide improved carrier service or to intensify productive
competition. ICC, particularly in recent years, has 1ssued
certificates for coperations that are likely to improve com-
petition or service or be more efficient than existing
service, even if the existing service is adequate. For
example, In a 1976 decision, ICC stated:

“We agree with the protestant's contention and the
review board's implied conclusion that the evidence
fails to establish protestant's service as inadeguate.
We do not believe, however, that the ultimate decision
turns mechanir~ally upon whether or not a competing
service is adequate. It should be kept firmly in mind
that the term ‘inadequacy of existing service® is not
interchangeable with the statutory standards of ‘public
convenience and necessity', for it has long been esta-
blished that the inadequacy of a protestant's service
is only one element to be considered in arriving at the
broader determination of public convenience and neces-
sity. 1Indeed, in many instances such as this the
existence of a satisfactory existing service is not the
most important element in our ultimate determination of
public need."l/

l/Ace Freight Line, Inc., Ext.--Canned Goods, 124 M.C.C. 799,
602 (1976).
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MOTOR CARRI

During the past 3 years there has bean considerable
discussion about trucking regulation. Opronents believe
that current trucking regulaticn is excessive and needs
fundamental changes. Indeed, some critics of truck regulation
claim that regulation should not have extended to include
trucks in the first place. Proponents, however, feel that
regulation has provided the Nation a stable trucking
industry, and that not much should be changed.

In Cctober 1977, the Senate Judiciary Subcommittee on
Antitrust and Monopoly began examining the pricing practices
of the Natiocn's trucking industry. The Chairman stated:

"These hearings mark the beginning of a sustained

and comprehensive effort to insure that both the
motor carrier industry and its regulatory overseers
operate in the best interest of the American people.
They afford an opportunity to rezffirm those aspects
of our transportation policies which are beneficial,
a'1d to change those which are uct.”

Through our previous work on ICC regulatory activities
and our continuing reassessment of the various regulatory
reform arguments, we identified several major issuecs which
should be considered in examining the justifications for
and against trucking regulation. These issues, stated in
their broadest form, include:

--What is the owverall cost/benefit of economic regulation?

~-~What is the effect of regulation on competition
among moctor carriers and between trucking and other
transportation modes? Specifically, what is the
impact of regulation on rates and service?

~-What is the impact of truck regulation on energy
efficiency?

--How valid are the exemptions which are currently
allowed under the Interstate Commerce Act?

COST/BENEFIT OF REGULATION IS UNCERTAIN

Over the past 5 vears, there have been several cost/
benefit analyses of ICC regulation. Cost/benefit analyses
are not exact and vary depending on assumptions used. While
the costs or benefits are uncertain, many peopln believe
that the cost of regulation exceeds the benefits. The most
publicized estimate of the cost of regulation is that of
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Dr. Thomas Galie Meore, a Stanford University professor,

who places net social costs between $¢.5 billion and $15.2
billion annually (in 1975 dollars). 1, This estimate was
made on the basis of a 1958 Departmenrt of Agriculture study
of a court ordered deregulation of fresh and frozen poultry
and frozen fruits and vegetables. Tn= validity of the
Agriculture study has been questiored because it (1) did
not indicate whether the rates quoted were actual rates

for actual movements, (2) did not account for changes in the
market conditions, (3) did not consider a recession in
poultry which could have affected rates, and (4) contained
arithmetic errors. Thiv study is alsc questionable because
it assumed that the transportation of poultry, fruits, and
vegetables is typical of all commodit.es transported by
trucks.

3

In November 1976, ICC's Bureau oY Economics completed
an econcomir analvsis directed at refuting allegations that
regqulation places a cost burden on the American economy.2/
ICC said that, without a review of berefits, a comprehensive
assessment of how well regulation achieves what it is intended
to is impossible. ICC quantified some of the benefits, such
as stabilitv, lower motor carrier capital costs, lower inven-
tory costs, and less loss & " damage and concluded that ICC
regulation {rail and motor carrier) resulted in net societal
benefits of as much as $4.4 billion. 1In gquantifying the
benefits of regulation, ICC assumed that the absence of
regulation wouléd result in higher rates. When LCC issued its
study, it said, "The report should not be viewed as a defini-
tive study, but rather as a catalyst to encourage further
indepth analysis and consideraticn of both the costs and
benefits of surface transportation regulation to the economy."

In January 1977, the Council on Wage and Price Stability
cr.ticized ICC's cost/benefit study because the methodology
used to estimate the costs of regulation merely took Dr.
Moore's approach and changed the assumptions. The Council
also concluded that the current system of regulation creates
enormous inefficiencies and ineguities that can and should
be addressed. rfor example, the Council's study criticized the
ICC study for failing to distinguish between net societal
benefits with transfers of income from one group to another.
The Council's study stated that ICC's analysis

1/This estimate was publisned in 1972 in a study entitled
"Deregulation of Surface Freight Transportation.®
Originally, the cost estimates, expressed in 1968 dollars,
were $3.2 to $8.9 pillion annually.

2/Statement No. 76-1, "A Cost and Benefit Evaluation of
Surface Transportation Regulation," Bureau of Economics,
Interstate Commerce Commission.
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"k * * rapeatedly refers to the benefits of redis-
tributing income through cross-subsidy but fails to
point out that some pay, for what others receive.
That such income redistribution is a benefit to
society is no more than a subjective judgment.”

Although both ICC and the Council on Wage and Price
Stability see the need for further cost/benefit analysis
of regulation, ICC says they know of no analysis underway.
In January 197, however, we were asked by a Senate subcom-
mittee to determine the feasibility of identifying and exam-
ing the major effects of ICC regulaiivu, especially annual
excess costs, ¢n consumers, shippers, industry employees, and
the transportation industry. l/ As of May 1978, this work was
underway.

CCMPETITION IN THE MOTOR FIELD

Free competition versus restricted entry in the motor
carrier industry has been and is currently being discussed
and studied by the Federal Government, industry groups,
and others.

Proponerts of entry control say it is needed to prevent
destructive zompetition and insure adequate service. Critics
of entry control believe, however, that the economics of the
motor carrier industry would approximate the classic example
of perfect competition if there were no eniry restrictions.
They say that entry controls {1} lead to detailed and re-
stricted operating authorities, ({2) protect established
fisms from competitive pressure, (3) restrict the growth of
innovative and efficient motor carriers, (4) result in mono-
poly profits for the regulated motor carrier industry, and
(5) prevent small businessmen and minorities from entering
the industry.

Discussed below are a number of issues surrounding
competition and regqgulation in the motor carrier industry.
These include:

--ICC's views on the eriect of regulation on competition.

--Pros and cons of operating certificates and entry
restrictions.

--Reqgulation and small or remote shippers.

l/Letter dated Jan. 30, 1978, from Senator Kennedy, Chairman,
Subceommittee on Antitrust and Monopoly, Senate Committee on
the Judiciary.
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--Ford administration’s view that price and service
cptions are limited.

ICC views on the effect of regulation
on competition

In 1975, the President met with heads of 10 regulatory
agencies to discuss regulatory reform. At this meeting
tormer ICC Chairman Stafford explainec ICC's views on the
potentiral effect 0f free competition and the benefits of
regulation. He said:

“In transportation at least, fres competition has

two apparently antithetical rescvlts. Too much
competition depresses rates and causes limitea
quantities of freight to be spread among too many
carriers. The result is bankruptcy and instability.
Another result of free market independence is ultimate
elimination of competition which causes higher prices
and poorer service.

“Regulation benefits shippers, passengers, and other
consumers; it also benefits the public by providing

for healthy, depencable carriers. Rate regulation
prohibits undue discrimination among shippers, cities
and even territories. It prevents low rates designed
to destroy competition, and it prevents h:gh rates
designed to exploit captive traffic. Rate regulation
promotes an adequate transportation service at a

fair price, and seeks to assure carriers of a reasonable
return on their investment, Nevertheless, interference
with management initiative is surprisingly infrequent.
Our regulations serve, however, as a valuable device

to avoid carrier excesses, and actually promote com-
petition among transportation users.

"Entry control also has mutual benefits for use:s and
providers of transportation. The licensing process
extends a privilege, but it Aiso imposes i oHurden by
obligating carriers to meet the needs of the shipping
and travelling public. The concept of limited entry
control promotes private enterprise and incr=aases
carrier investment--essential factors if that industry
is to grow and replenish its facilities on a regular
basis. By any standard, our licensing has teen liberal.
In the truckirg industry there are 17,000 competitors;
a high percentage of the applications are granted,
and more than 500 new carriers enter the industry each
year."

20

e aimaen .



B R ST P v

B A e A

(ENENT OFST TR e T L e R
. . .

e

3

e TRt SRR

»

While ICC believes that the current mwix of entry and
rate regulation has helped produce a stanle and reliable
motor carrier system, it 1s seeking ways to improve the
current regulatory framework. As stated on page 16, ICC

has considered competitive factors in issuing operating
authorities.

In June 1977, ICC Cha’irman A. Daniel O'Neal established a
task force to study ways for improving motor carrier entry

regqulation. In July 1977 the task force presented a reportl/
to the Chairma. containing 39 recommendetions.

The recommendations ranged from procedural changes to
"fine tune” the existing entry system to suggestions to change

the basic regulatory system. Some proposals questioned what role
market competition forces should play in a ragulated industry.
Other proposale asked whether theore arc arzas in which reyu-
lation is no longer needed or is needed only to a limited
degree. -

The task force suggested that ICC establish a public
forum where new ideas on regulation could te generated and
old ones discussed and improved. As a result, during
September to November 1977 informal conferences on motor
carrier requlation were held in seven cities to solicit
information frem all interested parties. A majority of the
participants supported the recommendations calling for further
studv or for procedural reforms to speed up and simplify the
licensing process. Howaver, those recommendations, which
would make 1t easier to obtain operating authority or would
remove certain motor carrier transportation from regulatory
control, were hotly debated. The debate centered on the

question of whether or not there should be deregulation of
the motor carrier industry.

The task force recommendations and their status as
of April 1978 are included as appendixes I and II.

Pros and cons of operating certificates
and entry restrictions

ICC's implementation of the Interstate Commerce Act
has resulted in detailed, restrictive grants of operating
authority. The act provided that authority for proposed
service be granted if it "is or will be required by the
present or future public convenience and necessity."

But the act provided no specific guidance as to what

1/"Improving Motor Carrier Entry Regulation: Report and

Recommendations of a Staff Task Force,"

Interstate
Commerce Commission, July 6, 1977.
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transportation services are required by the public convenience
and necessity. The act also contained a mandatory provision
that all carriers who were actuelly operating as comuon
carriers on June 1, 1935, were tO be issued "grandtather”
operating certificates.

In approving these grandfather applications, ICC adopted
a philosophy of tight entry control bv aranting operating
authority only for tne applicants' accual operations before
ICC regulation. This led to detailed restrictions and
limitations such as the areas served, the commodities carried,
and the direction of service or routes.

These initial restrictions have affected the content
of new certificates because of the need to determine public
convenience and necessity in an industry with thousands of
carriers aaving numerous operating restrictions. For ex-
ailipic, d trucker with a restricted grandfather certificate
would ususlly protest if an applicant asked for authority
wnich would -be more liberal or would compete with his existing
authority.

Oppoaents cof entry control believe restrictions in
operating certificates not only restrict competitioa in the
industry, but they also can restrict improved carrier service
and efric.ency.

Value of operating certificates

Operating certificates are frequently sold, independent
of any physical assets, for large sums of money. Proponents
of deregulation say that the values of ICC operating certifi-
cates are an indication of “monopoly profits” in the industry.
According to one estimate, certificatas are worth about 15 to
20 percent of the annual sales of trucking firms. The total
value of all certificates may be about $3 billicon to $4 bil-
lion.1l/

In January 1977, Secretary of Transportation Coleman said:

"Because the ICC has constrained entry into the motor
carrier industry to a greater extent than market forces,
the right to serve has become valuable and cevtificates
of Public Convenience and Necessity issued by the ICC
have become assets that can be purchased and sold for
large sums of money. Freight rates reflect the values

1/Snow, John W. and Sobotka, Stephen S., "Certificate Values”
in mMacAvoy, Paul W. and Snow, John W., eds., Regulation of
Entry and Pricing in Truck Transportation
(Washington: AEIL, 1877).
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of these certificates and alsc cover the costs of pro-
viding transportation services. Regulatory reform would
reduce freight rates by reducing certificate values and

py imnroving the efficiency of the motor carrier i1naustry.

In June 1977, the Council on wage and Price Stability also con-

cluded taat the large sums paid for operating certificates have
contributed to excessive freight rates.l/

Concerning the value of operating certificates, ICC's task
force (see p. 62) recommended that ICC determine:

~-khether certificates and permits should be transferable
only at the actual cost ho the initial holder.

--hhether operating certificates should be transfeasrable
only as part -f a going trucking busSiness alung with

vehicles, termninals, other physical assets, and good
will,

~-wWhether the transfer of a portior of a trucker's
operating authcrity should be prohibited.

~ These issues are complex since some of the proposed
changes would have a large impact on certificate vai e,
Truckers who have purchased operating certificates at high

prices will be unwilling to see those certificates decreased
in value.

as of May 1978, ICC nad not yet made any of these deter-
minations. ICC's Bureau of Economics is also performing a
study on the value of operating rights. The stucy will specify
and estimate the relative importance of operational and econo-
mic variaples in explaining the operating rights values. Es-
timated completion date of the study is June 1978.

Entry control protects existing
carriers from competition

Restrictions on the freedom to enter the requlated motor
carrier industry protect those in the industry from additional
competition. %The Congress thought it desirable to control
entry into the motor carrier inaustry; therefore, conditions
were established under which carriers would be granted author-
ity to enter into interstate operations, and ICC has recognized

an obligation to protect existing carriers. 1In an early case2/
ICC said:

l/Councll on Wage and Price Stability, “The Value of Motor
Carrier Operating Authorities,” June 1977.

2/Clark Common Carrier Application, 1 M.C.C. 445 (1937),
citing C&b 0il Company Contract Carrier Application,
1 M.Cc.C. 32y (1936).
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"* * * rhe maintenance ¢f sound economic conditions in
the motor carrier industry would be jeopardized by
allowing new operators to enter a field in competition
with existing carriers who are furnishing adequate,
efficient and economical service."”

In numerous cases, ICC has stated that existing carriers
are entitled to transport all of the traffic which they can
handle adequately, efficiently, and econcomically without
compatition from new carriers. However, ICC is currently
investigating the feasibility of permitting motor carriers
to serve newly opened plantsites without the necessity of
going through the formal application procedures presently
required.l/

Deregulation proponents believe that entry control and
rate reculation stifle competition hetween carriers and
create unnatural monopnlise, Tha Ezecotive Qffice of the
President Task Force On Railroad Productivity concluded
that by regulating the trucking indastry, ICC is restraining
competition and creating a local monopoly.2/ "The irony,"
the task force report says, "is tha” truckiIng which by nature
of its technology should be highly competitive, is led by
regulation to create monopelies akin to those found in rail-
roading."

In a previous report we summarized the economic
argument against entry control.3/

"% * % regtrictions on entry, such as in civil aviation
and trucking, eliminate an important market mechanism
which operates to insure that least-~cost production
methods are used. Free entry to an industry guarantees
that inefficient firms will either reduce their pro-
duction costs or be replaced by new more efficient
firms. This valuable mechanism of forced efficiency
has been abandoned by regulation that restricts entry.
This regulation protects both the inefficient producer
and the firm earning excess profits.®

1/Ex Parte MC-110, "Service at New Plantsites," 42 Fed. Reg.
54846, October 11, 1977.

2/"Improving Railroad Productivity, Final Report of the
Task Force on Railroad Productivity,” November 1973.

3/"Government Regulatory Activity: Justifications, Processes,
Impacts, and Alternatives," PAD-77-34, June 3, 1977.
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ford agministraticn proposal to
ease entry restrictions

1n November 1975, the Ford administration stated that
entry restrictions barred gualifiea i1ndividuals from entering
the mocer carrier 1ndustry. Applicants were denied certifi-
icates pot because of any failing on tneir part Sut to protect
existi firms., Accoraing to tne Ford administration, this
infrinc ment on individual initiative may be more serious
than the economic efficiencies caused by limited competition.
As a result, the administration submitted to the Congress a
proposed Motvor Carrier Reform Act that would have made it
eacier for rew carriers to enter the inaustry.l, The
proposed oiil would have required ICC:

--To weigh in favor of an applicant if new service
woulc result irn lower costs, arezter efticiency
or better service, or would satisfy a shipper's
preference for different combinations of service
and rates.

--To grant entry if the arplicant wvas fit, willing,
and able, and the revenue of the proposed service
would cover the costs of the carrier for the
particular service.

Department of J.ustice views on entry control

The Department of Justice has advocated freer entry into
the trucking business. Justice states that the currett law
and ICC requirements provide barriers to entry because the
applicant must prove not only that he is fit, willing, and
able but also that existing service ‘s inadequate.

Historically ICC has prohibited applicants from justi-
fving their proposed service on the basis of lower projected
rates. Such a scheme, Justice says, seeks to protect the
profits of established carriers to the detriment of new
entrants, especially minority enterpreneurs.

In addition to these entry obstacles, Justice states there
are delays and expenses in the application process and that
the burden falls most heavily on a small businessman.

In 1977, ICC established a Small Business Assistance
Office to aid small businessmen and mincrity enterpreneurs
seeking to enter the trucking industry.

1/B.R. 10909; s. 2929, 94th Congress.
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In February 1978, ICC published a notice of proposed
rulemaking to examine whether rates should be an issue in
motor carrier operating rights application proceedings.l/

GAQ report on-temporary authorities

Tn February 1978, we reported on ICC's policies and
practices for granting or denying temporary authority
applications.2/ Temporary authorities are intencad to
meet "immediate and urgent needs" for service "waich reason-
ably cannot be met" by existing regulated truckers. We
found that ICC's process for granting temporary operating
authorities does not always provide shippers the service they
desire and often protects regulated truckers from competition.

Temporary authority applications offer shippers a way
to meet thelr needs and truckers, espec;ally smaLl ones, a
LHdnLe CU UEgLH Up(:![dLJ.UHb dHG bEdy bU.LVE[lC UUL .z.ng C[!e .L CU L
years requitred for processzng a permanent authority application.
Although ICC grants most of the temporary authority applications
received, it has not evaluated its application process to
determine what effect denials of temporary authority appli-
cations have on the adequacy or efficiency of service. We
reviewed temporary authority applications to determine what
problems, if any, were encountered by shippers and carriers
when ICC had denied applications.

- We found that ICC's denial of temporary authority appli-
cations caused .3ny shippers to lose current or potential

sales and customers, and/nr forced them to use less satisfactory
transportation services, such as more expensive energy-
inefficient private trucking operations. The denials also
caused some applicant truckers to give up their attempts to
obtain permanent authority and forced them out of business.

We recommended that the Congress amend the Interstate
Commerce Act so ICC can grant more temporary authorities to
new truckers where the traffic involved is new or had
been moving by means other than regulated truckers, ICC
agreed that a legislative change may be necessary to mzet
this objective but it initiated a rulemaking proceeding to
investigate the feasibility of permitting motor carriers to
serve newly opened plantsites without going through the formal

1/Ex Parte MC-116, "Consideration of Rates in Operating Rights
Application Proceedings," 43 Fed. Reqg., 7675, Feb. 24, 1978.

2/"New Interstate Truckers Should Be Granted Temporary Operating
Authority More Readily," CED-78-32, Feb. 24, 1978.
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application procedures presently required.l/ We believe
this proceeding is a step in the right direction, but
ICC may need to take more action.

We also found that there was an "unegual burden of
procf” in which applicants had to prove that existing
gservice was inadequate, but protesting existing carriers
did not have to prove that they could meet the needs of
the shippers who supported the new applicant. Some
regulated truck-rs try to block all aoplicants by issuing
"form" protests which not only fail to address specific
shipper needs but often lack more general information
which ICC states protests should include. ICC is cur-
rently looking into protest standards for permanent
authority applications, but we believe tris should be
expanded to include temporary authorities.

To make the temporary authority process more
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service to shippers ICC, as of December 1977, was taking
these actions in response to our recommendations:

-~-Establishing a task force to develop an easy-to~
read pamphlet providing guidance to shippers and
carriers preparing temporary authority applica-
tions.

-~Planning to establish a formal training program
to assure that field staff are well versed in
the criteria used in evaluating temporary
authority applications,

-~Planning to review procedures to guarantee that
ICC staff members will have enough time to fully
evaluate temporary authority applications and
meet other administrative requirements,

IMPACT OF REGULATION ON SERVICE AND RATES

Opponents of regulation say that it fails to
adequately consider the costs of providing service and
limits flexibility. Proponents argue that without
regulation, service to small and remote shippers would
become very expensive or stop completely.

1/ Ex Parte MC-110, "Service at New Plantsites," 42 Fed.
Reg. 54846, October 11, 1977.
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kegulation and small or remcte shippers

One 5f the most important social implications of
deregulation 1s its effect on the level of service to
small communities. One of ICC's major objectives,
required by law, 1s to make sure that regulated truckers
provide adeguate, reascnably priced service to all ship-
pers. Tnearefore, many interested parties fear that the
consequences of deregulation will be *ruckers' abandon-
ment of service to rural. and small urtan towns. Similar=-
ly, truckzrs are concerned that deregulation may be in-
equitable by permitting entrv pbut prohibiting exit, that
is, abandoning unprofitable routes. These truckers see
new carrizrs taling the most profitable routes by offer-
ing low prices while established carr:ers will still
nave tne social respeonsibilities imposed by regulation.
As in the case with most aspects of tne trucking regula-
tion/deregulation issue, there is litrtlie qua~titative or
empirical evidence for either of the arguments offered.

Opponents of deregulation argue that in a deregulated
or free market environment small shippers and shippers in
remote areas would pay much higher prices. They argue
it each carrier was free to come and go, to select
traffic, to decide whether and when hes would serve
particular locations, self-interest would dictate that
rates be raised to high cost customers, while competiticn
would force rates down to low cost customers. It is
generally recugnized that regulation currently provides
for a cross-subsidization between more profitable volume
shipments and small and infrequent shipments.

Deregulation proponents admit that some price in-
creases may result from deregulation, but they also
argue that transportation services can and should be
provided in a competitive free market environment like
other industries, and not be an instrument of social
policies, such as cross~subsidies.

The cross-subsidy issue involves the current ICC
policy of allowing regulated truckers to subsidize
relatively low rates on low-density, unprofitable
routes by earning some excess profit on high density
routes. While policy makers may wish to subsidize
small and remote shippers, economists have argued that
it is inefficient to do so by means o0f cross-subsidies.
Cenerally, economists have argued that it is more ef-
ficient to accomplish social goals directly in a taxa-
tion and government subsidy than indirectly through
cross-subsidization of one group by another.
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“The question of equity between la:rge and small ship-
pers requires more study...Wwe neec additional
evidence on how shippers of various sizes are af-

fected by micposea changes in tiae transportation
system.”

In April 1976, a national shipper croanization stated
that the small, lcw volume shipper has difficulty cetting
prompt, regular service. It also said that carriers often
delay delivery until they think they have accumulated
enough volume to justify delivery in low-volume areas.

In 1976, we studied the service previded the small
shipper?2/ and found that some truckers are reiuctant tt
carry small shipments because they believe rates do not
cover costs. Therefore, truckers have tended to assign
their equipment to larger profitable shipments. As a
result, shippers of small guantities of freight, especial-
ly occasional shippers or shippers in a remote area, some-
times find shipping difficult or service inadequate.

Our report on the small shipment problem noted that
the costs of making different size shipments are unknown.
Some truckers consider small shipments undesirable because
they believe the revenue derived does not equal the costs
of providing the service.

Small shipments cost proportionately more than large
shipments for several reasons. Separate handling, especially
at carrier terminals, costs relatively more for small ship=-
ments. TrucXkload shiprmiuts can normally be picked up from
the shipper and transported directly to the receiver,
thereby avoiding terminal handling.

Other ftactors also make small shipments e.pensive.
Pickup and delivery costs are basically the same regard-
less of shipment size and, thus are usually a higher
percentage of the total cost for a small shipment. Over-
head and paperwork costs, such as billing and documenta-
tion, usually vary with the number of shipments, not

1l/"Prelude to Legislation tc Solve the Growing Crisis in
Rural Transportation,” 1975.

2/"Improved Service to the Small Shipper Is Needed,"
CED-77-14, Dec. 22, 197s6.
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weight. Higher loss and ¢ .age costs are ancther charac-
teristic of small shipr=nts because small packages are
easy to identify, take, and resell. Reaction to this
combination of cost factors has been to seek larger rate
increases on small shipments than on truckload shipments.

In 1969-70 ICC conducted a study which showed that
small shipments required more piotform handling per
hindred pounds than large shipments. The study was
zriticized by shipper groups which believed the results
were unreliable because scientific sampling techniques
were not uged to choose the carriers for study. To
overcea® this criticism, ICC directed its Bureau of
Accounts, .n May 1976, to condrct 2 new study, employing
soecific sampling technicues. The new study was started
in August 1976 with an estimated completion date of
March 1979.

We also found that the data collected by ICC on
small shiprent complaints was inadequate and unreliable.
We recommended that ICC, within its regulatory capacity,
could further improve service to the small shipper by

--collecting more reliable data on complaints,

--emphasizing the formal investigation of small
shipper complaints as the basis for ICC action,
and

--determining whether authority to impose civil
penalties would help combat the problems.

In April 1977, ICC revised its system for recording
complaints and for providing more meaningful and detailed
information. ICC also now gives greater consideration to
the fitness of the carrier, as measured by its record of
compliance, before granting new or extended operating
authoricies. ICC agreed that civil penalties should be
available for all violations and was drafting proposed
legislation te justify this need. As of May 1978, ICC
had not submitted the proposed legislation to the Congress.

In anticipation of legislation to reduce trucking
regulation, the Senate Commerce Committee, in July 1977,
authorized a study of the impact thac various modifications
of the current regulatory system would have on small com-
munities. ' The study, awarded to Policy and Management
Associates, Inc.,, will profile 30 to 50 small communities,
their trucking needs and services, and the hypothetical
impact certain changes would have on their transportation
system. The estimated completion date for the studv is
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Ford administration view that price
ang service options are limitea

Tne Ford administration stated that ICC regulatican
severely limits the range of price and service options
avallable to shippers. Carriers cannot adjust their
rates to provide a requested service for a customer with-
out requesting a rate cnange. Usually this involves
going through their rate bureaus. Therefore, the admin-
istration believed that shippers who want either high
cost premium service or lower cost service must turn to
operating their own trucks. T0 encourag2 price competition,
the Ford administration proposed in its Motor Carrier
Reform Act that:

--Rates above variable cost could not be ruled
unlawful because they are too low. -

--Rate changes within certain specified ranges could
not be suspended by ICC.

--Standards for suspending rates would ve similar to
those used in the civil courts for obtaining
temporary restraining orders.

—~ICC could continue to declare a rate unlawful be~
cause it is too high, discriminatory, or pre-
ferential.

RATE BTUREAU ISSUE

The regulated trucking industry is allowed to col-
Jectively set rates. This is accomplished through rate
bureaus which were exempted from Federal antitrust laws
by the Reed-Bulwinkle Act (49 U.S.C. 5a). Critics of
rate bureaus contend that the bureaus' method of setting
rates results in higher freight rates and reduced ser-
vices to customers. Rate bureau proponents argue that #
the bureaus perform a valuable service of providing a
forum for the orderly formulation of rates and rules for
the transportation of almost every conceivabie type of
commodity.

31



what are the rate bureaus

Before Federal trucking regulation, rates were
established on a day-to-day and scometimss hour-to-hcur
basis and were usually based on what ths traffic would
bear. Beginning in 1935, however, all rotor carrier
rates had to be filed with ICC.

To expeaite rate filings, motor carriers organized
regional rate bureaus to process and publish rates for
its members. During the 1940s, the Department of Justice,
considering the antitrust laws, began to question the
legality of these cooperative acticns. As a result of
several indictments and court cases, ths Congress, 1in
June 1948, amended the Interstate Comme:ce Act with the
Reed-Bulwinule Act, (o piovide Liat
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--each bureau be reguired to retaia and submit various
records and reperts,

--gach party to an agreement be free to take independ-
ent action,

-=-ICC be authorized to investigate any approved agree-
ment, and

L]
--parties to an agreement be exempt from antitrust
laws.

ICC has said that rate bureaus perform five valuablie
functions; they (1) serve as mediums through which shippers
express their views on rate proposals, (2) act as shipper
information bureaus to provide notice of proposed rate
changes,; (3) publish tariffs for all their members, (4)
increase the ability of the carriers to comply with
statutory rate standards by allowing the carriers to ex-
change information, and (5) simplify ICC's task by enabling
it to deal with a few bureaus rather than individual car-
riers.

Rate bureau reform

Over the last few years there has been concern over
collective ratemaking, and various actions have been
directed at modifying the process.

32

I';\w'ﬂ""



B Y T

P

Collective ratemaking evolved from historical statutory
conflicts, regulatory laws, and the eccnomic characteristics
of the railroad industry. Antitrust immunity is predicated
on the public goal of achieving a svstem of uniform and
stable rates within the regulated segment of the industry.
This immunity, however, is tempered by reguirements intended
to prevent monopolistic control. Statutory reguisites in-
clude a trucker's free and unrestrained right to engage in
independent action and a shipper's right to participate in
the ratemaking process. Violations of the Reed-Bulwinkle
Act constitute grounds for stopping a bureau's activities
for not being consistent with national transportation
policy and the Interstate Commerce Act.

In spite 0% the attempts of the Reed-Bulwinkle Act to
maintain the freedom of individual truckers and some degree
¢cf rate competition, we concluded in a pravious report that
the current state of regulation.

“* * *fogters collusion by conferring on firms in these
industries, such as trucking and shipping companies, an
exemption from antit-ust prosecution allowing thcm %o
form rate bureaus. The resulting collusively determined
regulated prices are too high and there 1z a loss to
society. 1In the absence of regulation, a higher level
of services would be produced at a lower price and
society's resources would be more efficiently used."l/

In January 1976, ICC completed a 2 year investigation of rate
bureau operations.2/ The investigation covered 28 specific
areas and ICC ultimately *took acticn on 12 aspects of bureau
operations.

-—-Rate bureaus are required to keep formal minutes of
all rate committee proceedings and maintain such
minutes for ICC inspection.

-—-Rate bureaus are prohibited from invasting in another
commercial business.

--Rate buTeaus are prohibited from acquiring other rate
bureaus without prior ICC approval.

1/"Government Regulatory Activity: Justifications,
Processes, Inpacts, and Alternatives," PAD-77-34, June 3,
1977.

2/Ex Parte No. 297, "Rate Bureau Investigation," 351 I.C.C.
437 (1876}.

33

¢

[, |



~-Rate cureaus may not bhe profitmaking enterprises.

~-Bureau carrier members, affiliated with a shipper in
any way, are prohibited from serving on a bureau
ratenaking committee without prior ICC approval.

--A maximum period of 120 days is prescribed for pro-
cess:ing rate proposals to final disnosition.

--Individual rate proposals cannot te broadened in
territorial or commodity sccpe without adegquate
public notice.

--Sectioa 22 rate quotations dealing with the trans-
portation of Government goods at reduced rates
reauire special bureau notification proceaures.

~-Rate bureaus cannot protest rate proposals of member
carriers, |

--Rate bureaus cannot discourage member carriers from
publishing individual tariffs.

--Rate bureaus cannot discourage independent action on
rate proposais.

--Member carriers ¢f rate bureaus have 120 days to
file appropriate amendments to their rate Z3reements.

& Three of the 12 changes to motor carrier rate bureau
regulations were challenged in court:

--The prohibition against rate bureaus protesting in-
dependent actions by 1ts members.

--The prohibition against shipper-affiliated carriers
serving on the bureaus' boards of directors or rate
committees without prior ICC approval.

-~The prohibition against profit making by rate
bureaus.

In July 1977, a three judge panel issued an order
sustaining ICC's regulations. The prohibition against
rate bureaus protesting independent actions by its members
and the prohibition against shipper-affiliated carriers
serving on the bureaus' boards of directors have been
appealed to the Supreme Court. As of May 1978, the case
was still pending. .
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Senate hearings on economic regqulation of

the trucking industry

In October 1977, the Subcommittee on Antitrust and
Monopoly, Senate Judiciary Committee began examining
pricing in the trucking industry. The Department of
Justice and ICC were among those who testified on anti-
trust immunity for rate bureaus. The Department of
Justice spokesman stated that motcr carrier rate bureaus
and their "price fixing with antitrust immunity” must be
eliminated or substantially limited. The Department
advocated considerably more freedom for truckers to raise
or lower freight rates. The Department believes there 1is
no justification for Government limitat:ons on price
changes in a competitive industry. The Dopartment also
urged that antitrust immunity be lifted from rate bureau
functions, or at least that rate bureau powers be sub-
stantially trimmed.

The Chairman, ICC, tectified that motor carrier rate
bureaus "by no means have a complete hold on ratemaking

-1n that industry and there exists considerable overlapping

0f jurisdiciion among bureaus iand in some cases competition
exists between bureaus.” He stated that ICC is reexemining
how much antitrust authority is needed by rate bureaus.

The process, according to the Chairman, will take at least

1 year to complete. The Chairman also warned of the peril

to small shippers of a free marketplace. He said:

"Certain shippers command substantial and sometimes
overwhelmingly superior bargaining power stemming
from a number of factors. These include financial
strength, amounts of freight service purchased,
varied mixes of ‘*controlled traffic’', creative and
aggressive management of logyistics and traffic
functions, geographically diverse alternative loca-
tions for the procurement of raw materials and pro-
duction and sale of outputs, and participation in
intercorporate collective efforts involving certain
aspects of shippers® relationships with carriers.

“The existence of this power could mean that in a free
market situaticn, shippers dominating transport

mar kets could force the level of rates down to where

a shortfall could exist between carriers' total .
reventes and tot~l costs. Carriers in turn, would

attempt to increase rates on traffic of other ship-~

pers. Small shippers would no doubt bear the brunt

of these increases.”
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ICC is taking ancther look at rate bureaus

On January 6, 1978, ICC started two proceedings to (1)
reexamine all rate bureaus 1in terms of their potential anti-
competitive effects and (2) determine if orohibitions on
railroad rate bureaus, as established by the Railrozad
Revitalization and Regulatory Reform Act of 1976, should
also be applied to other transportatioin modes.l/

In reexamining all approved rate bureau agreements,
ICC salid deliciencies in their agreements had been dis-
covered and newly submitted agreements did not satisfy the
requirementy of the Interstate Commerce Act. ICC said rate
bureau agrecments can be approved if they further the
national transportation policy, but

“* * * the question is not simply whether the activities
to be carried out under the agreement will further the
National Transportation Policy but assuming that they
will, whether the benefits of the agreement from the
standpoint of the National Transportation Policy ou&-
weigh its disadvantages from the standpoint of national
antitrust policieg LI

ICC also stated that the act provides for an exemption
to the antitrust laws, but it must be ccnstrued as narrowly
as possible to be seen as favoring competition.

In examining the relationship of restricticons on rail-
road rate bureaus to restrictions on otner transportation
modes, ICC said it has observed that, in accordance with
the intent of the Congress, modifications of railroad rate
bureaus

“ * = * should in fact have the effect of modernizing
and clarifying the functions of rate bureaus and
fostering rail competition. The Commission believes
that these goals are consistent with the National
Transportation Policy, &nd have as much relevance to
the motor carrier and water carrier and freight for-
warder industries as they do to the railroad industry
in promoting the interests of the carriers, shippers
and ultimately consumers."

1/Ex Parte No. 297 (Sub No. 3), "Modified Terms and Condi-
tions for Approval of Collective Ratemaking Agreements '
Under Section 5a of the Interstate Commerce Act™ and Ex
Parte No. 297 (Sub No. 4), "Reopening of Section la
Application Proceedings to Take Additional Evidence."
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As of May 1978, these two proceedings were still in
process.

IMPACT OF REGULATION ON EFFICIENCY

With requlation the Nation has had a stable transporta-
tion system, but proponents of deregulation say that it has
also had an adverse effect on efficiency. ICC regulation is
alleged by many toc induce both energy ana economic ineffici-
encies. Indeed, these two types of inefficienciss are
closely linked, since certain ICC regulations prevent
truckers and shippers from using the least costly, or most
fuel efficient method of transportation. Two efficiency

issues concern the impact of regulation on empty mileage and
intermod=l shipments.

Empty mileace

There has been much controversy in recent years over the
empty mileage or “empty backhaul” problem. Empty miles ¢ e
those miles traveled by a truck when it is hauling no cargo.
Regulated mctor carriers and supporters of the present regula-

.tory system claim that empty mileage results primarily from
geographical freight imbalances, not requlation. However;

many private aad exempt carriers and proponents of deregulation
argue that regulatory restrictions on (1)} commodities that can
be handled, (2) route authorities, and {3) backhaul leasing
result in both energy and economic inefficiencies.

In a previous report we discussed the economic losses
due to regulation-induced empty backhauis. The study stated:

"Excess capacity is another example of regulation-in-
duced inefficiency. 1ICC's regulation of motor freight
is alleged to have produced substantial excess trucking
capacity. Route certificates have required circuitous
routes, excluded service to intermediate points, and in
essence promoted empty backhauls by limiting the com-
modities (and their destinations) each firm is allowed
to carry. These limitations on truck utilization in-
crease the number of trucks in service and the amount
of capital needed by the industry.l/

The empty backhaul problem not only affects regulated
carriers, but private and exempt carriers are also restricted
from carrying regulated commedities.

u

1l/"Government Regulatory Activity: Justifications, Processes,
Impacts and Alternatives,” PAD-77-34, June 3, 1977.
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Amount of empty mileage

Estimates of empty mileage vary greatly. For example,
cne study states:

“virtually any transportation system is going to face
an 'empty backhaul' problem....The ICC in its effort
to restrict the supply ol service through route and
commodity restriction, however, has exacerbated this
backhaul problem. The conseguence is that regulated
vehicles return empty about 38 pe.scent of the time
and private vehicles return empty more than 62 per-
cent of the time."l/

Because previous studies were criticized, ICC, in January
1976, began a l-year study to determine the extent that
trucks travel empty. ICC found that for 1976 the average
percentage of empty truck miles was 20.4. The average
percent of empty truck miles ranged a great deal, however,
for different classes; such as, regulated or private, and
types of trucks, such as, van or tank.2/

1/Jcnes, Norman H., Jr., "On Removing Operating and
Backhaul Restrictions.”

2/1CC Bureaus of Economics and Operations, "Empty

~ Loaded Truck Miles on Interstate Highways During
1976," April 1977.
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Percentage of empty truck miles

Category Average Range (nocte a)
Regulated (ICC
authority) 16.2 14.8 - 17.7
- Exempt 21.2 18.6 - 23.8
: Private 27.3 26.0 - 28.6
Interstate 17.6 16.4 - 18.8
Intrastate 32.9 29,8 - 35.9
Owner operator (long-
term lease) 18.1 15.5 - 20.6
Owner operator (short-
term lease) 7.6 ".9 - 11.2
Nonowner operator 21.5 20.6 ~ 22.3
2 van 18.1 16.7 - 19.5
: Refrigerated van 14.8 12.9 - 16.7
° Flat or lowboy 18.9 16.0 - 21.7
% Tank 38.0 33.4 - 42.5
! .Bulk 39.3 33.9 - 44.7
Other 30.7 26.1 - 35.3

t
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Note a: There is 90-percent confidence that the percent
of all empty truck miles lies within the ranges.

ICC and GAO studies of reasons for
and costs of empty mileage

ICC's study was not désigned to determine the causes
of empty mileage, but it did attempt some analysis of the
problem.

We reviewed the problem of energy conservation in the
trucking industry and recommended to ICC that it determine
the reasons feor empty mileage and the impact on competition
and service to the public.l/ The Federal Energy Administra-
tion, in commenting on a draft of our report, agreed that
the collection and analysis of data is necessarv to deter-

mine the effects of proposed regulatory actions on energy
conservation.

1/"Energy Conservation Competes With Regulatory Objectives

for Truckers," CED-77-79, July 8, 1977.
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Subseguently, as of May 1978, ICC received and was
evaluating & proposal frem a transportation consulting
company to evaluate the reasons and possible solutions to
empty mileage 1n selected traffic corridors.

Suggestions to reduce empty mileage

There have teen several suggestions by ICC, other
Government agencies, and the private sector to reduce
the empty mileage problem, but the effect of these pro-
posals on the regulatory system and regulated truckers
is unknown., One study done for ICC concluded:

“x * * A large proportion of the empty miles are a
result of unavoidable operating practices, eguip-
ment limitations, and traffic imbalances. 1In fact,
innherent trade imbalances between atwas provably
constitute the single most important factor con-
tributing to the empty miles."1l/ .

In our report on trucking energy conservation, we
found that promotion of energy conservation could compete
with established legislative objectives for regulation.
_ Therefore, we recommended that the Congress enact legisla-
tion which (1) shows whether energy conservation or
traditional regulatory objectives are more important and
(2) allows ICC to modify its regulations to authorize
changes if it.agrees with the national priorities established.

A study for the Federal Energy Administration
similarly recognized the problem of competing cbjectives.2/
It said:

"BExlsting evidence indicates that certain changes in
Federal regulation of truck transportation will have
beneficial energy consequences. However, energy
savings should be considered as only one of the
benefits to be derived from the recormended changes,
and regulatory policy must incorporate other policy
objectives as well."

l/Bisselle, C. Anthony, "A Preliminary Assessment of Empty
Miles Traveled by Selected Regulated Motor Carriers,”
MITRE Corporation, January 197¢.

2/"Potential Fuel Conservation Measures by Motor Carriers
in the Intercity Freight Market," March 1977.
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The report also concluded that:

"Regular route common carriers suffer fuel ineffici-
encies from being constrained by routes. Such
inefficiencies could be offset by allowing reqular
route common carriers to deviate from their routes
and by facilitating grants of authority for cperating
convenience only. Restrictions on private carriers
are unnecessarily harsh and should be relaxed.
Private carriers are in the market in spite of their
relative inefficiency for service or rate considera-
tions. The removal of some constraints could improve
their fuel usage, but would be partly to the economic
detriment of common carriage."

At least two regulatory changes have been proposed to
reduce the emnty mi?pagp problem-

--Modify restrictions on intercorporate transportation.
--Allow more trip leasing.

Modifv restrictions on intercorporate
transportation

A company whose primary business is not transportation,
such as a manufacturer or retailer, may transport its own
goods in its own trucks without ICC operating authority.
This is considered private transportation by the Interstate
Commerce Act and is exempted from regulation. According to
ICC's interpretation of its regqulatory authority, however,
compensated transpcrtation among companies, even related
corporations,l/ is not, by statute, private transportation,
but is considered regulated transportation and requires ICC
operating authority.

The prohibition against private carriers hauling for
corporate subsidiaries or affiliates has its roots in many
court and ICC decisions defining the nature of private car-
riage in relation to regulatad carriage. According to ICC,
the basic principle it operates under in this area is that
private carriage undermines the strength of the for-hire
carrier industry, and, in sc doing, injures the public
which is largely dependent upon regulated for-hire carriage
to meet its transportation requirements.

1/Related corporations include transportation done by a
parent company for a subsidiary or a subsidiary for
another subsidiary of the same parent.
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This restriction on intercorporate transpoartation has
been criticized by many, incluvding the Council on Wage and
Price Stability and the Department of Transportation. ICC
believes, however, that intercorpcrate transportation would
result in a diversion of cargo from regulated truckers to
private truckers and that this may have a detrimental effect
on the regulated truckers' services anrd rates for small
shippers.

In commanting on ICC's denial of a petition to allow
intercorporate transportation, one Commissioner said that
to have allowed intercorporate transportation

"¥ * * would have been contemptucus of numerous Federal
court decisions, including several by the Supreme
Court. To do so, finally, would hLave unlawfully
ignored the clear and unambiguous language contained
in our statutory mandate.

"The hard and simple fact is that there is no statutory
basis for piercing the corporate veil in intercorporate
hauling situations.* * * For better or for worse, the
law on intercorporate hauling has been solidified by
many years of litigation. The lines of distinction by
now have been finely drawn and there remains little room
for <he regulator to create internal change in *his area.

"That may seem z2n unhappy state of affairs for those of
you who are not in agreement with what the Congress,
the Commission, and the courts have done, but if you
are still looking for an exemption for intercorporate
private carriage, I doubt that you will find it under
the existing statutory framework."

Therefore, in our report on trucking and energy conservation,
we recommended that the Congress consider allowing inter-
corporate transportation. As of May 1978, the Congress had
taken no action on this recommendation. However, in February
1978, the ICC directed its Policy Review Office to draw up a
study plan on the effects of reversing its 1975 decision to
allow intercorporate transportation.
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Allow more trip leasing

Trip leasing 1s one way of solving the problems non-
regulatea truckers frequently find when tney return empty
after delivering their cargo. Trip leasing 1s the leasing
of equipment for one trip only. ICC regulations require
that they can only haul a return load if (1) they are in
the transportation~for-hire business and (2, have the
required ICC operating authority for the return trip.

In the case of private truckers, they can carry cargo
on their return trip if they "lease" their trucks to a
regulated trucker who has the ICC operating authority for
the trip. 1ICC requires, however, that such leases be for
at least 30 days. Therefore, leasing is unattractive to
the private trucker. Trip leasing would allow private
truckers to haul cargo for one trip at a tuue,

In 1975, the Department of Transportation proposed
amending the Interstate Commerce Act to allow trip leasing,
and ICC supported the proposal. There was opposition, how-
ever, from regulated truckers who said that tne return load
of the private truckers would have been regulated truckers'

-*front hauls.” Therefore, trip 1easing would hurt regulated

truckers whose enmpty mileage would increase. No action was
taken on the proposal.

ICC concluded that it lacked data cn which to make a
decision about trip leasing. Therefore, in June 1976, it
appointed a task force to study trip leasing with a report
expected in may 1978.

ICC is now considering a plan for conducting an ex-
per imental program to study the feasibility of permitting
private carriers to trip lease their eguipment to regulated
carriers to relieve empty backhaul movements. The experi-
ment would attempt to determine the extent to which private
carriers would be interested in trip leasing, the circum-
stances under which it could be used, the problems encoun-
tered--whether operational, legal, or regulatory-—-and the
benefits that might occur if it is permitted.

Truckers hauling agricultural commodities alszo usually
have an empty return trip because agricultural commodities
are not usually hauled into areas which produce them. Trip
leaSLng is already allowed for nonregulated truckers haul-
ina agricultural commodities, and in November 1977, ICC
proposed through a rulemaking proceeding that a complete
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revision be made in its leasing regulaticns (49 CFR 1057).1/
As of May 1978, no changes had been made.

Are intermodal shipments hampered
by regulatior.?

Intermoaal shipments (the use of two or more trans-
portation mowes to handle one shipment) could provide more
efficient trensportacion service. Current regilations,
however, do rot always promcte intermodal shipments and may
even hamper them.

Combine¢ truck/rail transportation

Piggyback, the transporting of trucx trailers and
containers or rail flatcars, 1s one intermodal service.
while the use of piggyback has grown dur .ng the last decade
it is clearly a long way from achieving its full potential.

The advantages of piggyback have been acclaimed for
some time. In 1965, Edwin Mansfield reported that railroad
management hailed piggvback as one of the most important
rail innovations for the next decade. In 1969, Ann F.
Friedlaender noted:

“* * *x The potential importance of piggybacking
operations to the railroads should be evident.

* * = The railroads should ccncentrate their efforts
on the introduction and utilization of piggybacking
operations. * * * However, 1f piggybacking is to be
effective, the restrictions associated with its use
rust be removed."2/

We studied why piggyback has not grown more and
concluded that the primary force for more growth must rome
from the railroads. However, ICC regulations also inhibit
railroads and truckers from increaced use of piggyback.3/

1/Ex Parte No. MC-43 (Sub. No. 7), “Lease and Interchange
of Vehicles,” 42 Fed. Reg. 595:5,

2/Friedlaender, Ann F., The Dilemma of Freight Transport
Regulation (Washington, ©.C., The Brookings Institution,
1969).

3/ Combined Truck/Rail Transportation Service: Action Needed
to Enhance Effectiveness,” CED-78-3, Dec. 2, 1977.
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Trucks usually offer cost and service advantages for
short hauls, principally pickup and deliverv: railroads
offer fuel efficiency and cost advantages for longer hauls.
Piggyback, the combination of the two, offers, in principle,
the most efficient use of both at a time when saving energy
has become increasingly important to the Hation.

Regulatory changes could
increase piggyoack use

ICC studied the need for circuity limitationa on the
use of piggyback and, in November 1977, removed circuity
restrictions.l/

ICC could further encourage piggyback growth by
changing some of its other regulations. For example, it
should eliminace or modify its regulations which restrict

--rail-owned truck companies so they cen perform

piggyback more effectively and

-~trucker's use of piggyback.

Because it was concerned about the ccmpetitive
advantages rhat truck companies owned by railroads could
have over other truckers and railrcads, ICC generallv
restricted their operations. This, in turn, limited the
railroads' abiliiy to perform piggyback. Modification of
these restzictions would eliminate the dependence some
railroads have on truckers for providing piggyback service.

Truckers wanting “~ specialize in piggyback are pre-
vented in some cases bescause ICC will not grant operating
authority if regulated truckers are already serving an area
adequately.

Although truckers without authority can lease their
equipment, with ICC approval, to a regulated trucker so it
can provide piggyback service, the lease fee can range
from 13 vo 20 percent of revenue. This probably increases
piggyback cost.

In July 1975, an ICC internal study panel recorumnended

1/Ex Parte 230 (Sub 4), "Investigation to Consider Further
Modification of the Piggyback Service Regulations," 355
ICC 841 (1977).
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that special coperating authority be granted to truckers
wanting to spvecialize in piggyback, thus enabling shippers
to take advantage of long-distance railroad economies. ICC,
however, reiected the proposal because it believed existing
regqulated truck service was adeguate.

In commenting on our report, ICC said we correctly
pointed out that there are many interrelated factors
inhibiting the growth of piggyback service. 1In September
1877, ICC saic. it was directing task forces to study

--key point restrictions,

--unrestricted motor carrier certification. and

--Interstate Commerce Act restrictions relating to
rail-owned truckers.

EXEMPTIONS

The Interstate Commerce Act exempts certain motor

_carrier operations from ICC requlation. Two exemptions-~-

the agricultural exemption including agricultural co-
operatives and the commercial zone exemption-~have posed
special problems for ICC.

Agricultural exemptions

Interstate truck transportation of unprocessed
agricultural commodities is exempt from ICC regulation. ~
Truckers hauling exempt agricultural commodities ex-
clusively are generally known as erempt carriers and can
operate in any area and negotiute any rates.

Truckers subject to ICC regulation when hauling
regulated commodities are also free from regulation when
hauling agricultural commodities as long as ther2 is no
mixing of exempt and nonexempt freight.

Those favoring the agricultural exemption say thac
exempt truckers provide flexibility which is needed for
many agricultural shipments., Agricultural commodities
are highly seasonal and perishable, exhibit wide fluctu-
ations among markets during the harvest season, and
require rapid delivery. Because exempt truckers can
move freely from one area to another, they can respond
to seascnal demands. These were the arguments employed
in establishing the exemptions. As in any competitive
market, higher rates bring exempt truckers into areas
needing service. Shippers in the peak demand areas pay -
for this reserve capacity.
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Cpnonents of the agricultural exemption argue that the
open competition for hauling exempt goods has mainta.ned
the chaos and instability of the 1930s among exeupt carriers.
A study prepared for the Department of Agriculture in 1975
concluded that the =2xempt portion of the trucking industry
was not significantly less stzkble than several other
competitive industries.l/

The ICC entry task force recognized that the agricultural
exemption has caused problems for shippers. The task force,

. in its July 1977 recport, recommended an overhaul of the
agricultural exemption. In particular, the task force recom-
mended that regulated truckers be allowed t. mix regulated
and exempt agricultural commodities and that ICC's admin-
istrative ruling on whet is exempt be replaced by a short
simple statement of what can be transported without ICC
authority as "unprocessed” agricultural commodities.

The complexity of what is and what is not exempt led

ICC's Bureau of Operatiocns in January 1977 to publish a
vooklet on exemptions.2/ The booklet contains 27 pages of
detailed information which shows how a small change in a
commoaity changes 1its status. For example, the excerpt cn

) forest products states that wooden, untreated poles are

¢ - exempt, but preassorted, preventative-treated poles are

' regalated commedities.

The recommendation concerning unprocessed agricultural
3. commodities is still being considered by ICC as of May 1978,
£ Shippers of agricultural products strongly support it; how-
ever, some carrisrs, non-agricultural shippers, and the U.S.
Department of Agriculture expressed reservations about some
or all of the proposals incluvded in the recommerdations.

e TR

Agricultural cooperative association
exemption

The agricultural cooperative association exemption
allows agricultural cooperatives to transport regulated
ccmmedities to a limited extent to help balance their
operations. In other words, the exemption allows

i 0T T TIT  ]
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1/Miklius, walter and Casavant, Kenneth L., "Stability of
Motor Carriers Operating pnder the Agricultural Exemption.”

- 2/"Can They Do That? Hot or Exempt,” Interstate Commerce
. Commission, Bureau of Operations.,

1 A AR T
.

47



agricultural cooperative s.30ciations,l/under certain
conditions, to compete witn regulated carriers for regulated
tratfic without seeking & license. Also, there are no
regulatory restrictions placed on the rates they charge for
such transportation.

The history of the agricultural ccoperative exemption
provides another interesting example of exempt carriers
trying to compete with regulated carriers. The r~xemption
was originally designed to help farmers save on transporta-
tion costs, but a loophole in the law di¢ not prchibit co-
operative-owned trucks from hauling non-agricultural goods.
In iLhe mid-1960s ICC at’.empted to close this loophole after
cooperatives began handling significant amounts of regulated
commodities. After ICC lost a court battle, advertisements
soon appeared in various business jourrals in which agricu-
ltural cooperztives offered their scrviccs o haul gouas ol
all kinds at reduced rates.

In 1963, the Congress passed legisglation on restricting
operations of these cooperatives.2/ They are now allowed to
carry regulated commodities on their return trips, as long
as they do not exceed 15 percent of the shipments.

ICC investigations have shown that a significant amount
of tonnage, normally handled by regulated rail and motor
carriers, has been diverted to agricultural organizations
claiming the exemption. Tou investigate the potential abuses
of the exemption, ICC began a rulemaking preoceeding in
November 1976, and in January 1978 issued its final decision
which among other things:

~-Prohibited truckers from trip leasing their vehicles
to agricultural cooperatives for noncooperative, non-
farm transportatiocon.

-~Required cooperatives to keep certain records of
their transportation activities.3/

1l/Agricultural ~ooperative associations are associations in
which farmers act togethner for specified purposes and for
mutual benefit of the members.

2/Public Law 90-433.

3/Ex Parte Number MC-75 (Sub. No. 1}, “Agricultural Cooperative
Transportation Exemption (Modification ¢f Regulations).”

48



P s 2 e e R, o

o s o M e e e e

Commercial zone exemption

The Interstate Commerce Act exempts from regulation
the transportation of persons and propert' in interstate or
foreign commerce when it is "* * * ywholly within a munici-
pality or between contiguous municipalities with a zone
adjacent to and commerc ially a part of any such munici-
pality * * * "1/ Howe' r, when the local transportation is
part of or incTdental - > a linehaul service2/ the partial
exemption of th's sect.on does not apply. To correct this
deficiency, the Interstate Commerce Act was amended in
1940 and 1942 to add "terminal areas," which excludes from
direct economic regqulation the transfer, collection, and
delivery performed within the terminal ar2as of linehaul
carriers in connection with linehaul services. The Congress
did not specify the boundaries of the comrercial zone ex-
emption. Therefore, in 1946 ICC passed g=neral rules for
determining the limits of the commercial zone exemption.

In 1976, ICC revised the limits of the commercial zones to
better reflect the business and industrial activity of a
city. The revision touched off a controvarsy, including a
court suit, against the desirability and legitimacy of
ICC's revision. In March 1978, the court affirmed ICC's
decision to expand commercial zones. The new boundaries
went into effect on April 9, 1977.

Truckers are now free to operate, without ICC
regulation, in larger areas around cities. 1In some
cases this change increased the "free" area around large
cities from a S5-mile radius to 20-mile radius.

Proponents of the expansion see it as a step towards
improving the quality of service to shippers. They
anticipate reduced rates, more frequent and faster service,
and reduced loss and damage. Opponents state that the ex-
pansion is the first step toward total deregulation of the
trucking industry which they predict will result in cut-
throat competition and, as a result, motor carriers will
suffer serious financial harm.

We are currently studying the commercial zone expansion
with the objectives of examining and documenting the tra-sporta-
tion changes that have resulted, and anzlyzing the changes in
terms of their potential effect on the w.urrent trucking regula-
tory system. Estimated completion of the study is June 1978.

1/49 U.S.C. 303 (b) (8).

3/Movement of freight between citiis, excluding pickup and
delivery service,
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CHAPTER 4
OCBSERVATIONS

After 43 years of Federally regulated interstate motor
carrier exprerience and numerous studies of the effects of
motor carrier regulation, there are still sharp differences
of opinion as to whether the current regulatory system should
be changed, and if so, how it should be modified or reformed.
There is ccnsiderable concern about the amount of Federal
regulation, not only in connection with interstate motor
carriers, tut in areas from airlines to occupational safety.

While we recognize that in this staff study we have not
covered every issue surcounding this highly controversial
subject, we have identifiea and discussed many of the key
matters which should be ronsidered in evaluating the argu-
ments for or against trucking regulation. The issues include
the impact that regulation has on entry into the trucking
industry, trucking rates, costs, level of efficiency, service,
and the 1mpact on energy aspects associated with the industry.
In our previously issued reports, addr=ssed to the Congress,
we have reported areas needing imprcvements and made
recommendations dealing with such critical factors as small
shippers, energy, piggyback regulations, and the granting
of temporary authorities. We are pleased to report that
ICC generally has either taken action or initiated specific
steps to insure that our recommendations will be adopted and,
as a result, the administration of the program should be
improved.

ICC, within the purview of its existing authority,
has taken a number of steps to help improve its regulation
of the motor carrier industry. Fcr example, it has
extended the areas of commercial zones around cities
which are free from regulation. It has established an
Office of Polizy Review and a Section of Performance Review
to help insure better planning and more thorough evaluation
of its future policy changes. It is also considering the
results of its study to liberalize many of the entry
restrictions and is reexamining operations of rate bureaus.

There are a number of studies under way which further
addcess major issue areas. These include:

-~Results of expanded deregulated commercial zones.
We are studying this area and plan to issue a
seport in June 1978.

—-Impact of proposed regulatory changes on trans-
portation in small communicies. This is being
studied for the Senate Commerce Committee by
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Policy and Mangement Associates, Inc. Estimated
completicn 1s June 1978.

--Impact and c.st of ICC regulation. In response
to a request by the Chairman, Subcommittee on
Antictrust and Monopoly, Senatz Judiciary Committee
we have started a study.

~--Cellective ratemaking and rate bureaus being studied
by ICC and the Subcommittee on Antitruvst and Monopoly.
Senate Judiciary Committee.

--Regulation affecting cost of focod. Wwe are studying
this area.

A considerable amount of effort has been devoted to
the subject of Federal regulation of the motor carrier
industry. ICC's actions, such as those associated with
the current rulemaking examining whether to g:rant authority
to provide service at new plant sites, and the expansion
of commercial zones, are most valuable in helping to answer
meny of the guestions associated with the subject of how
much regulation is necessary. These efforts, in our view,
along with the results of previous studies and those
currently under way--if completed in a timely and effective
manner—--will be invaluable in helping to formulate a basis for
making appropriate changes in motor carrier regulation.
Part of ICC's current effort should include a continuing
evaluation of the impact of the changes thet it has already

made.

It is our view that the analysis of recent action by
ICC, plus the results of studies completed and those under
way, should provide a much better basis upon which the
Federal Government's role in requlating motor carrier
transportation can be determined.
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AZp¢ENDIX I APPENDIX I
ICC TASK FORCE RECOMMENDATIONS FOR
IMPROVING MOTCR CARRIER ENTRY REGULATICN

1. SUMMARY GRANT PROCEDURES

The Task Force recommended the adoption of certain new
procedures, designed to deal more expeditiously with unopposed
motor carrier applications and with applications in which the
protests filed did not conform to the new protest standards
set forth in Recommendation 2. It was also recommended that
an applicant be required to submit with its application some
evidence of its fitness, willingness, and ability to provide
the proposed service and that a shipper filing a certificate
of support be required to disclose the manner in which its
traffic is now moving, the amount of traffic that would
be tendered ts the applicant, and, perhaps, Lhe inadeguacies
in existing service and the advantages in applicant's proposal.

2. PROTEST STANDARDS

The Task Force recommended the adcption, by a formal rule-
making proceeding, of new standards to be applied to protestants
to motor carrier authority applications. The new standards
would give standing to protest only tc carriers “actually
participating in the involved traffic during the 2-year period
preceding the fiiing of the application.”

3. COST/PRICE EVIDENCE IN APPLICATIOM CASES

The Task Force recommended that the Commission develop and
adopt a procedure, with clear evidentiary guidelines, pursuant
to which cost and price evidence could be introduced in, and
be considered as one of the factors in determining motor-
carrier application proceedings. The Task Force noted that,
in implementing this recommendation, it would be necessary to
consider how best to assure that the applicant obtaining
a grant of authority based on cost evidence fulfills its
commitment to price its service at a level commensurate with
the demonstrated costs.

4. PROCEDURES TO PROMOTE EFFECTIVE COMPETITION

The Task Force recommended that the Commission develop
procedures for identifying and dealing with situations where
there is a shortage of motor carrier competition. Instances
where such a situation has resulted in a shortage of service,
poor service, unreasonably high rates, or other problems
assoclated with monopoly or cligopoly could be brought to the
attention of the Commission by shippers, Federal departments
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and agencies, State and local governments, Commission staff,

and other interested persons; the Commission could incstitute

an investigation; and, if necessary, it cculd entertain
applications from interested motor carriers to provide additional
service to the area.

5. CONCURRENT TREATMENT OF SIMILAR APPLICATIONS

The Task Force recommended that the Commission develop
procedures for identifying and dealing with situations which
result in the generation of a significant number of appli-
cations for meotor carrier authority to perform the same
or similar services or to serve basically the same markets.
It was recommended that the Commissicn cheould be alert for
applications which appear to herald a new trend in product
distribution eénd prepared to institute special procedures
to handle such applications. Bamong the special procedures
to be considered should be the institution of bronad-based
proceedings which would encompass a large number of similar
applications which could be disposed of largely on the basis
of general evidence concerning the characteristics of the
particular traffic movement involved.

6. COMMODITY DESCRIPTIONS

Noting that the complexity and multiplicity of commodity
descriptions used in granting mctor carrier operating auth-
orities often leads to confusing and sometimes incomprehensible
descriptions, the Task Force recommended that the Commission
continue and intensify its efforts to standardize and
rationalize commodity descriptions.

7. GENERAL EXEMPTION AUTHORITY

The Task Force recommended that the Commission place the
highest priority on seeking amendment of the Interstate Com-
merce Act to provide it with authority to exempt from
regulation motor carrier operations found not tec be of major
significance in carrying out the national transportation
policy.

8. EXEMPTING TRANSPORTATION RATHER THAN VEHICLES

The Task Force recommended the Commission reguest the
Congress to amend section 203 (b} of the Interstate Commerce
Act so its exemption would apply to specific classes of
transportation generally rather than vehicles used exclu-
sively for the performance of certain types of transportation.
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In support of its recommendation, the Task Force stated that
administration of the provisions would be simplified and
inefficient vehicle use would he avoid~d.

9. THE AGRICULTURAL EXEMPTION

The Task Force recommended that consideration be given to a
complete overhaul of the so-called agricultural exemption of
section 203 (b) (6) of the Interstate Commerce Act. 1In
particular, the Task Force recommendsd that the "nonmixing®
provision be eliminated and that the lengthy and detailed
administrative ruling of the Commission incorporated in the
section be replaced py a short and simprle statement of what
can ke transported without ICC autherity o "unpraceascd”
agriculturai commodities.

10. DEREGULATION OF SELECTED COMMODITIES

In order to reduce, and if possible tc eliminate, the
number of motor carrier authority applications involving the
transportation of items of no significance to the national
transportation system, Lhe Task Force recommended that the
Commission take the following action. First, if suszcessful
in achieving passage of general exemption legislat:icn
{see Recommendation 7), the Commission should move promptly
to exempt these commodities and services. Second, the
Commission should recommend to the Congress, as an alterna-
tive to the general exemption power, that these commoditiasz
and services be specifically exempted from regulation.
Tnird, the Commission should utilize the "prospective
licensing" mechanism to exempt the issuance of authority to
transport these commodities from its formal application
procedures. In addition, the Task Force recommended that the
Commission make a continuing effort to identify commodities
which would be gcod candidates for the selective exemption
process, and a preliminary list of such commodities was
provided.

1l1. APPLICATIONS IN WHICH THE RIGHT TO PROTEST MIGHT BE LIMITED

The Task Force proposed that the Commission conduct an
analysis of motor carrier authority application decisions to
establish what types of applications normally are or should
be granted even in the face of opposition. The Task Force
also identified three types of applications which might qualify
(1) follow-the-traffic applications by which an applicant
already serving a shipper at one location seeks to transport
the same commodities for the same shipper from a different
location; (2) applications by which a carrier seeks expanded
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commodity, but not territorial authority to enable it to
handle new or additional traffic for a shipper it already
serves; and (3) pplications by which a carrier sesks to

provide single-’' e service at points it has served through
an interline co -:ction and where the former interlining
carrier raises .. 3bjection. The Commission could then

issue decisions 1a "leading cases" involving situations such
as these, 2stablishing clearly the reasons why grants of
authority are justified, despite opposition. In sub-
sequent decisions,; these cases could be cited; most if not
all protests could be rejected; and summary decisions could
be rendered in most instances.

12. APPLICATIONS TO SFKRVE NEW PLANT SITES

The Task Force recommended that regulated common carriers
be allowed to serve new plant sites without the necessity of
going through a formal application proceeding if: (1) the
carrier holds commodity authority suitable for transporting
all or part of the commodities to be shipped from or received
at a new plant site, and (2) such carrier also holds
territorial authority, under the applicable commodity authority
which allows it to originate or deliver traffic at points cr
in a territory located within some appropriate distance from
the new plant site. 1t was recommended that the Commission
conduct a formal rulemaking proceeding to implement this
recoumendation and a list of questions was set forth to be
included in that proceeding.

13. EXPANDING THE RECGULAR ROUTE CARRIERS' SERVICE CORRIDOR

Noting that this recommendation had been made by a previous
study panel, the Task Force recommended that the Commission act
promptly to institute a rulemaking proceeding looking toward the
expansion of the territory adjoining an authorized route which
may be served incidentally to reqular-route motor-carrier
authority.

14. SINGLE-STATE EX-WATER OPERATIONS

In order to eliminate, at least in part, inconsistency
in the present law by equalizing the treatment of pick-up and
delivery service performed for maritime carriers with that
performed for rail, water, and motor carriers subject to
ICC regulation, the Task Force recommended that the Commission
adopt regulations to exempt from Commission regulation motor
movements which (1) take place within that portion of the com- )
mercial zone of a port city not extending beyond the boundaries
of the State in which the port city is located; (2) involve
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traffic having a prior or subseguent mcovement by a maritime
carrier, and (3) are perforined by a motor carrier operating
solely within the State where the port city 1s located.

15, ENCOURAGING INTERMODAL TRANSPORTATICOH

The Task Force recommended that the Commission consider
wnether mot.r-carrier transportation of shipments having a
prior or subseqguent movement by rail or water should be
relieved from entry control regulation in some manner. The
exemption provisions of section 204 (a; {(4a) could be
utilized to provide a broader exemption than that proposed
in Recomme:ndation 14 by allowing motor carriers operating
within a s:ngle State to transport ex-water and ex-rail
traffic anywhere within that State. R=lieving the trans-
portation of such shipments moving beyond the borders of a
single State from entry regulation could be accomplished by
statutory change or by prospective licensing.

16. SINGLE-SHIPPER CONTRACT CARRIER PEZRMITS

The Task Force recommended that the Commission make it
a practice to grant, without regard to opposition, a limited
use contract carrier permit to contract carriers serving
only a single shipper or affiliated shippers. The permit
would be conditioned to terminate should the holder obtain
from the Commission any other authority, either common or
contract, under which it could provide service for any other
shipper. The Task Force suggestad that "affiliated shippers"
be defined to mean those which are at least 50 percent
commonly owned. The single shipper permit would authorize
the transportation of general commodities, without exceptions,
between all points in the United States, and it would
limit service to that performed under contract with a named

‘shipper or named affiliated shippers. There were a large

number of comments in response to this recommendation, and
there was considerable disagreement over what would result
from its implementation.

17. LIMITED-USE AUTHORITIES FOR GOVERMMENT TRAFFIC

The Task Force recommended that the Commission request
legislation to exempt regular movements of government con-
trolled traffic. 1In the interim, the Task Force recommended
institution of a prospective licensing type proceeding looking
toward the making of a finding that unrestricted competition
in the bidding for the Federal Government's transportation
businesd is consistent with the public interest and the
national transportation policy. A limited use permit, which
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would authorize transportation only where +tne traffic moves
on government billirg and where the carrier has been a
siccessful oidder for the traffic, would be 1ssued upon a
showing of fitnnrss only.

18. DUAL OPERACIONS

Tne Task Force recommended that the Commission, in a
proceeding analogous to prospective licensing rulemakings,
issue a general finding that the holding or dual authority is
consistent with the public interest absent a specific showing
that abuses are likely -0 result. Certificates or permits
issued to holders of dual authority could still contain a
provision reserving jurisdiction to the Commission to impose
appropriate conditions in the future 1if cilrcumstances were
found to reqguire it. For the longer term, the Task Force
recommendea that the Commission seek legislation repealing
section 210, stating the belief that the Commission would retain
adequate authority to take any enforcement action needed in
this area.

19. BLANKET GRAKRTS OF TEMFORARY AUTHORITY

The Task Force recomrended that the Commission increase
its use of general orders cuthorizing the wholesale granting of
temporary or emergency temporary authorities to meet widespread
emergency situations, such as those caused by strikes in the
transportation industry. In particular, the Task Force
recummerded “hat, pending implementation of the recommendation
{Recommendation 10) that the transportation of salt and salt
mixtures be completely exempted from regulztion, a general
temporary authority order be adopted which would permit the
field offices, by telephone, to grant authority to haul these
commodities in snow emergencies.
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20. BROKEL ENTRY

In order to eliminate a long court battle over the Com-
mission's rules gove.ning broker entry, the Task Force recom-—
mended that the Commission zZeek 2 legislative modification
of section 211 (b) of the Act to eliminate the "need" clause.

21l. ADMINJSTRATIVE APPEALS

Notine that section 17 of the Act insofar as it applies
to all non-rail proceedings, mandates a cumbersome appellate
process resulting in repetitious reviews, the Task Force
recommended that the Commission give high priority to pressing
for the passage of amendments to section 17. For the sake
of uniformity the Task Force suggested that the Commission
propose procedures paralleling those now applicable to rail
cases under section 17(9) except that statutory time limits
for each case processing step should be stronglv rosisted
{see Recommendation 23). This would mean that the.: would
be an initial decision, one appeal (on exceptions) as a matter
of right, and a furtaer appeal only upon a finding by the
Commission of general transportation importance, new evidence
or changed circumstances. In addition, the Task Force also
recommended that the Commission should have the authority to
assign to an employee board the authority to make the first,
and administratively final, appellat:z review.

22. STANDARDS FOR DETERMINING APPTALS

The Task Force recommended that the Commission adopt and
publicize ir--:nal guidelines which would make it ¢lear that,

‘when the Cc¢ sion itself, a Division, a board, or an indivi-

dual Commis 2r 1s acting in an appellate capacity, the
appellate dec .ion will be based on considerations similar

to those applicable to the Federal appellate courts. That
is, it would accord substantial weight to the decision below;
it would not substitute its judgement for that of the
C-mmissioner, Administrative Law Judge, Division, or board
making the initial decision; and decisions below would be
reversed or modified only where they are not supported by
facts of record, are erronecus as a matter of law, or
incorrectly apply clearly stated Commission policy.
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23. TIME LIMITS APPLICATION PROCEEDINGS

The Task PFcrce recommended that target time periods for
determining motor-carrier coperating rights proceedings, which
have been recommended for adoption by the Commission's
Managing Director, should be put into effect as soon as
possible. The fact that the Commissicn is operating under
internally adopted time limits, and the results of its
compliance with the adopted time limits, should be made
public. The Task Force also recommended trat goals be set
for reducing the established time limits as the motor-carrier
applications docket is reduced to a more manageable size.

24. SINGLE COMMISSIONER ACTION ON SELECTEL PETITIONS FOR
RECONSIDERATION

Noting that single Commissioner action is authorized
in section 17 (2) of the Act and is presently utilized when
disposing of petitions for leave to intefvene and in orders
directing modified procedure, the Task Force recommended that
petitions for reconsideration in temporary and emergency
temporary authority cases be assigned to orly one Commissioner
for appellate action. The Task Force stated that this reco-
mmendation would reduce paperwork processing at all levels,
would eliminate delays caused by notation voting, and would
significantly reduce the workload of Commissioners and their
staffs. The Task Force also recommended consideration of this
procedure for all other Motor Carrier Board Proceedings as
well.

25. EMERGENCY TEMPORARY AUTHORITY APPLICATIONS

The Task Force recommended that employee boards, with
autho.ity to decide emergency temporary authority applications
(ETA's}, should be established in each regional office. The
Regional Manager, Regional Director, and District Supervisors
would be designated as members. Each regional board would
be responsible for all ETA's to originate traffic within its
region, regardless of the applicant's domicile. Appeals
from ETA decisions would be reviewed in the same manner as
those of the Motor Carrier Board. In addition, the Task
Force recommended that the Commission issue a series of guide-
lines to insure that the individual boards treat applications
uniformly. It was also recommended that provisions be made
for implementing policy directly from the Commission when
National emergency situations arise.
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26. TEMPORARY AUTHGRITY APPLICATIONS

The Task Force recommended that applications for temporary
authority (TA's) be filed in WashingZon in order to speed up
thelr processing and to avoid a lot of wasted time and effort.

27. FILING FEES

After noting that the present filing fee of $350 can
represent a barrier that makes it more difficult for indiv-~
iduals or firms to enter regulated carriage, the Task Force
recommended that there be no application f£iling fee for the
tirst application for permanen’. interstate operating authority
filed by a potential caririei. o subseuuent applications,
the Task Force recommended a bi~level fee: $200 for existing
carriers who have annual gross revenuves of less than $3
million and $500 for carriers which have annual gross
revenues of $3 million or more. As an alternative to the
bi-level fee, the Task Force suggested that the fee be
eliminated altogether for the smaller regulated carriers and
retained only for Ciass I carriers. In addition, the Task
Force recommended that filing fees for petitions for modifi-
cation be set at the same level as the application filing
fees, in order to curtail what the Task Force identified
as an increasing trend by carriers to file petitions for
modification rather than more suitable applications for
new operating authority.

28. NAME CHANGES OF CARRIERS AND SHIPPERS

The Task Force recommended that the Commissicn adopt
an informal procedure for handling requests for changes in
the names of carriers and shippers.

29. SERVICE OF APPLICATIONS ON STATE BOARDS

The Task Force recommended that States be polled as to
whether or not they wish to continue to be served with copies
of applications of operating authority. If it appears
that there is little or no interest on the States' part in
receiving copies of motor carrier applications, the Task Force
recommended that the Commission seek amendment of section
205 {e) of the Act. 1In the meantime, the Task Force
recommended that the Commission consider whether it would
be legal and practicable to obtain a waiver of compliance
with this statutory filing requirement from individual States
and inform applicants that they need not serve copies on
those States.

60



i
AT a0 V903 e <

SR, S
.

[P

APPENDIX I APPENDIX I
30. INSTRUCTION FOR THE FIELD STAFF

The Task Force recommended that a traiiing program be
established to instruct field sta’fers on procedural and
substantive matters regarding motor carrier authority appli-
cations so that tney might provide better assistance to
applicants.

31. TIME LIMITS IN RULEMAKING PROCEEDINGS :

Stating that the Commission will have tc make greater use
of rulemaking in che future to meet its growing caselcad and
responsibilities, the Task Force recommended chat the Commission
adopt self-imposed limits applicable to rulemaking cases.

Where time limits Ccouid uob e wmet, an explanacion of the
delay, together with a status report would be published in
the Federal Regisr:er. '

32. EXPRESS COM.,ANIES

The Task Force noted that, with the demise of REA
Express, Inc., there are no longer any express companies in
operation, and it recommended that the Interstate Commerce
Act be modified to reflect this fact by deletion of all
references to express companies.

33. THE LEASING REGULATIONS

The Task Force recommended that the Commiesion underta'e
promptly a complete rewriting and revision to the Leasing
Regulations (49 CFR 1057) and, as a first step, that the
present regulations be translated into understandable English.
The Task Force specified five matters that should be coasidered
in revising the regulations:

(1) What revisions could be made which would allow

independent truckers (owner-operators) more
readily and more equitably to lease their equip-
ment to regulated carriers on both a long-term
and trip-lease basis.,.

(2) whether independent truckers should be allowed to -

lease their equipment to private carriers, either
on a long-term basis or on a trip-lease basis.

(3) What are reasonable, workable, and enforceable

documentation and vehicle inspection require-
. ments for trip leasing.

(4) what kind and degree of regulation of trip

leasing is required to give reasonable assurance
that trip-leased vehicles will be operated safely.
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(5) Whethar private carriers should be given more
freedom to trip lease their vehicles on backhaul
movements.

34. POOLING

The Task Force recommended that the Commission adopt a

- policy which would give added weight to energy conservation
in deciding whether to approve or disapprove a pooling agree-
ment. Noting that information about the impact of pooling

of motor carrier services is virtually nonexistent, the Task
Force also recommended that follow=-up studies be performed

to determine whether liberalized treatment of pooling

resulis in increased or decreased service lovels, moaces:
listic abuses, or significant fuel savings.

35. VALUE OF OPERATING AUTHORITIES

Noting that public attention had recently been drawn
to the fact that operating authorities granted by the Com-
mission are frequently sold for very substantial sums, the
Task Force recommended that the Comrission re-examine its
policies respecting the transfer of operating authorities
with a view toward determining:

1. Whether certificates and permits should be
transferable only at the actual cost to the
initial holder of obtaining them.

2. Whether operating authorities should be transferable
only as part and parcel of, and not independently
of a going trucking business, along with vehicles,
terminals, other physical assets and good will.

3. Whether the transfer of a portion of a holder’s
complete operating authority should be prohibited.

4., Whether there exists a widespread "trafficking" in
recently granted operating rights, and whether the
ready saleability of operating rights encourages
the filing of unnecessary applications for motor-
carrier authority.

36. PRICE COMPETITION AMONG PRACTITIONERS
In view of the recent findings of the Supreme Court

in Bates v. Arizona State Bar, No. 76-316, that attorneys
have a constitutional right to advertise the fees they will
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charge, the Task Force recommended that the Commission's
Canons of Ethics for Practitioners (49 CFR 1100, Appendix

A, Item 3Z} be amended to allow fee advertising for services
rendered in vpracticing before the Commissicn.

37. THE INDEPENDENT TRUCKER

The Task Force noted that little reliable information
about the independent trucker is available, and, without
more knowledge of the scope of his operaticns, his costs
and revenues, the freight he hauls, and his safety record,
effective and informed regulatory decisionmaking will be
impeded. Therefore, the Task Force recom~.nded that priority
be given to a @major study vl iLue independenc crucker segment
of the motor carrier industry with a view to determining,
ultimately, how these operators can become stable, financially
healthy, and efficient contributors to the anatiocnal transporta-
tion system. ’

38. CONTINUING ANALYSIS OF MOTOR CARRIER APPLICATIONS

Noting that the Commission presently collects no statistics
as to types of commodities being applied for, the classes
of carriers applying, the types of service proposed or the
regions where the authorities would be exercised, the Task
Force recommended that the Commission conduct a continuing
analysis of applications for permanent authority. The
information to be obtained from such an analysis would not
only be useful for evaluating entry control alternatives,
but could also be used for alerting the Commission to important
trends indicating e overall condition of the industry.
With such information, the Task Force stated that the
Commission could take positive actions affecting the entry of
certain types of carriers or the overall number of carriers
in certain regions in order to insure the stability of service
and maintain adequate competition.

39. A COMPREHFNSIVE STUDY OF MOTOR CARRIER ENTRY

The Task Force recommended that the Commission conduct
a general and comprehensive study of mctor carrier entry
and that the study address, among other issues, the
following broad questions:

1. Are the concepts of public convenience and necessity
and consistency with the public interest ripe for
redefinition? Should the "need" requirements which
are a prereguisite for the issuance of certificates
and permits be changed? Should they be significantly
reduced or eliminated?
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2,

Are there areas, communities, or classes of traffic
which now receive less than adequate motor carrier
service? Is lack of competition a factor in areas
where service deficiencies ex1st?

Is it in the public interest to continue a regu-
latory scheme in which most “common carriers” are
actually highlv 'specialized c¢perators limited~--either
by their choice or by regulatory constraints--to
serving only very limited segments of the public?

Saould entry controls be eliminated or relaxed

with respvect to: (a) carriers which, because of their
limited size, have a limited effect upon inter-

state commerce? (b) traffic moving only limited
distances? (c}) certain types of shipments, such

as those weighing less than a set minimum?

What effects would any proposed changes in motor
carrier requiations have on: (a) the adequacy of
service te small and rural communities and the
skipping public? (b} competition between trans-
portation modes and within the motor carrier
indust:y7? (¢) the finances of (1) motor carriers
and (2} railroads? (d) employment? (e) rate
levels? (f) highway and street congestion? (g)
energy consumption? (h) environmental considera-
tions? and (i} intermodal transportation?

In addition, the Task Force recommended further study of the
following more limited guestions:

1.

what impact, if any, does the fact that there are
many dormant operating rights outstanding have upon
the motor carrier industry and the administration
of regulatory policy? Should a major effort be
undertaken to identify and perhaps cancel unused
certificates and permits?

Does the fact that certain regulated carriers own
no equipment but rely solely upon the services of
owner-operators affect their ability to provide
reasonably adequate service? Is the failure to

own egquipment a relevant factor in determining

a carrier's standing to protest a motor carrier
application? ) t
Is the distinction between regular and irregular
route motor carrier service still a valid one, or
should it be eliminated from ICC certificates?
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4.

Should the present restrictions on the number of
shippers served and the type of service performed
by contract carriers be made more or less
stringent? Do contract carriers divert valuable
traffic from common carriers, or do they normally
attract freight that would otherwise move in
private carriage?

Should intercorporate hauling be allowed between
or among companies that are 100 percent commonly
controlied? Some lesser degree of control?

Should the limitations on ownership cr control of
motor carriers by railroads be relaxed or eliminated?

Would the availability of detailed commodity flow
information assist in providing the Commission a
firmer base for evaluating entry control applica-
tions? If so, how detailed should this information
be and how might it be collected? For what other
purposed could this information be used by the
Commission?

65

APPENDIX I



—

APPENDIX II APPENDIX II

' STATUS OF MOTOR CARRIER TASK FORCE RECOMMENDATIONS
April 21, 1978

1. Summary grant procedures

Ex Parte No. 55 (Sub~N~. 25), Revision of Application Procedures.
Final ruler published December 13, 1977,
Effective date: April 1, 137%.

2. Protest standards

Ex Parte No. 55 (Sub~No. 26), Motor Carrier Application Proceedings.
Prcposed rules published April 21, 1978,
Comments due May 29, 1978.

3. Cost/price evidence in application cases

Ex Parte No. MC-116, Consideration of Rates in Operating Rights
Application Proceedings.

Advance notice of proposed rulemaking published February 24, 1978,

Comments due April 25, 1978.

4, Procedures to promote effective competition

Before proceeding with this, tne staff believes that more
information is needed. Questions of the degree of competition
in the trucking industry arise not only here but in connection
with rate bureau regulation. Further information is expected
to be developed in the rate bureau investigation which will be
pertinent to this proposal. Recommendation: that action be
deferred.
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5.

7.

8.

9.

1g0.

Concurrent treatment of similar applications
Office of Proceedings believes that adequate steps are now
taken to consclidate pending proceedings. Recommendation:
That the questions whether present procedures are adequate
and, if not, how they can be improved, be considered in the
Recommendation 39 study.

Commodity descriptions
RSPO is working on this, and plans to deal with it separately
from the Recommendation 39 study.

General e::emption authority

Draft bill submitted and introduced as S. 2269 on October 13, 1977.

Exempting transportation rather than vehicles
Draft Jegislation submitted to Congress February 10, 1978,
(item 13 in the list of "harmonization” amendments submitted
pursuant to section 312 of the 4-R Act).

The agricultural exemption

Recommendation: That no action be taken at present.

Deregulation of selected commodities

Recommendation: That action be deferred pending the recults of
the Commission's legislative request for general exemption
‘authority and for further study of the effect upon the Commission's
workload which implementation of the varicus aspects of this
proposal might have,
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11, Applications in which the right to protest might be limited

(1) Follow-the-traffic cases }
(2) Expanded commodity authority for an existing shipper )}

Recommendation: That action be deferred until more
information can be gathered concerning the number of
proceedings falling into these categories, concerning
the issues involved in those proceedings, and whether
these cases full into some identifiable types of patierns.

(3) Substitution of single-line for joint-line service

Ex Parte No. MC-109, Apnlications Seeking Substifution
of Single-Line Service for Existing Joint-Line Onera-
tions, pubiished Octcker 14, 1977.

Comments due December i4, 1977.

12, Applications to serve new plantsites

Ex Parte No. MC-110, Service at New Plantgites, published
October 6, 1977,

Comments due December 5, 1977,

13. Ixpanding the regular route service corridor

Ex Parte No. MC-106, Investigation to Consider Medification
of Administrative Ruling No. 84, published July 22, 1977,
Comments due September 29, 1977.

14, Single~sfate ex-water operations

Recommendation: That the staff circulate a draft notice of
proposed rulemsaking to the Commission.
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15. Encouraging intermeodal transportation
Recommendation: That action be deferred pending a decision

on the proposal in Recommendation 14 and pending stuff review
of the possihle impacts of implementation.

16. Single-shiprer contract carrier permits

Draft notice o1 proposed rulemaking unaer consideration by
the Commission.

17. Limited use authorities for government traffic

Recommendation: Hold for consideration follow’ g Commission
action on Ex Parte No. BMC-107, Motor Carrier Licensing of
Economically Disadvantaged Perscns.

18. Dual operations

Ex Parte No. 55 (Sub~-No. 27), Dual Overations of Motor Carriers,
Notice of proposed rulemaking published Qctober 11, 1977.

Final rules published April 7, 1978. Lo

Effective date; June 1, 1978,

19, Blanket grants of temporary authority

Preﬁously discussed by Commission. Recommendation:
That proposal be implemented as needed on an ad hoc basis.

20. Broker entry

Recommendation: That no action be taken at this time.
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21,

22,

23.

24,

25.
26.

27.

28,

Administrative appeals

Draft bill submitted and introduced as S. 2374 .on December 12, 1977,

Standards for determining appeals
Considered by the Commission at regular conference,
September 6, 1977. No further action planned.

Time limits in application proceedings

Implemented October 1, 1977,

Siagle Commissioner action on selected petitions for reconsideration
Recommendation: That the Commission consider and implement

this recommendation in connection with its forthcoming review of
the Orguanization Minutes,

Emergency temporary authority applications )

Temporary authority applications )
Recommendations of a special staff committee appointed by the
Chairman are being reviewed for possible implementzatjon.

Filing fees
The staff will prepare for the Commission's consideratf®n a draft
notice of proposed rulemaking which would waive filing fees for
first-time applicants.

Name changes o carriers and shippers

Approved by Commission September &, 1977,
Notice published September 12, 1977; effective October 1, 1977,
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Service of applicatizas on State beards

Ex Parte No. MC-1060 (Sub-No. 2), Revision of Procedures Reguiring
Service of Applications cn State Officials, published Cotober 4, 1977,

Comments due November 5, 1377,

Final regulations published January 26, 1978,

Effective date: April 1, 1378.

Instruction for field stafs

It is believed that this recommendzHtion is in the course of being
implemented by the Chairman, the Managing Director, and the
directors of affected bureaus.

Time .imits in rulemaking proceedings

Considered by Commission at regular conference, September 6, 1977.
Implementation o be on ad hoc wvasis.

Express companies

[

Recommendzation: That legislation be ineluded in a supplemental
submission in connection with the “harmonization" amendments.

The leasing regulations

Ex Parte No. MC-43 (Sub-No. 7), Leaserand Interchange of Vehicles,
published November 23, 1977.

Comments due January 23, 1978,

Published January 6, 1978 -~ comment date extended to February 22, 1978,

34. Pooling

Recommendation: That this proposal be considered in conjunction
with the Energy Task Force's recommendations,
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35.

386.

317.

3s.

29.

(34734)

Value of operating authorities

Economics is doing a study. Recommendation: Defer
action for the present time.

Price competition among practitioners

Ex Parte Ne. 5€ (Sub-Ne, 30), Price Competition Among Practitivners,

published February 10, 1978,
Ccmments due April 10, 1978, !

The independent trucker
Nwmnerous initiatives under active consideratior .
Continuing sualysis of motor carrier applications

Study plan being developed. Bureau of Economics and
Office of Proceedings are involved.

A major study of motor carrier entry

Study plan to be submitted to Commission by RSPO following the
completion of the report ca the field hearings.
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