The original documents are located in Box 22, folder “Motor Carrier Regulatory Reform”
of the John Marsh Files at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.



Digitized from Box 22 of the John Marsh Files at the Gerald R. Ford Presidential Library

THE WHITE HOUSE
WASHINGTON-

I reethoc s A~ -




THE WHITE HOUSE

WASHINGTON

December 19, 1975

MEMORANDUM FOR THE PRESIDENT

THROUGH: JIM CANNON

PAUL MacAvoy |

FROM: ED SCHMULTS’CE}S\&>

)

SUBJECT: Response to Proposed R
Motor Carrier Reform Act

In November you submitted the proposed Motor Carrier Reform Act
to the Congress. Since then, this proposal has been receiving
substantial editorial and interest group support, as indicated by

the attached examples.

Tab A contains editorials from the following publications:

Arizona Daily Star
The Arizona Republic
Birmingham News
Business Week
Chicago Tribune
Cincinnati Enquirer
Hartford Times
Los Angeles Times

- The Miami Herald
New York Times
Omaha World Herald
Raleigh North Carolina News and Observer

Tab B contains letters and press releases from the following
organizations: ‘

American Farm Bureau Federation

American Hospital Supply Corporation
Committee on Modern Efficient Transportation
Consumer Federation of America

- Public Interest Economics Center
Whirlpool Corporation





































































THE WHITE HOUSE /"
WASHINGTON . /
September 21, 1976 /

MEMORANDUM TO: JACK MARSH

FROM: RUSS ROURKEM

Jack, Jake Smith and I chatted again today re the
subject discussed at our meeting yesterday.
ue

Pursuing a second conversation I had with Ed

Schmults on the subject, I suggested to Jake that

it would be very helpful if Ben Whitlock (ATA) would
send to us something in the nature of a rebuttal

that could be studied here at the White House and

at DOT. In a nutshell, a point by point analysis

of the problems that they would face with a deregula-
tion proposal. Jake agreed to do so, and has already
contacted Whitlock...I am advised by Whitlock's Office
that material is on its way to the White House.

Jake again surfaced his proposal that the President do

a drop by during their Convention at the Washington

Hilton on either October 18, 19 or 20. There will

be approximately 3,000 people in attendance. Retreating
considerably from his earlier request, Jake suggested

that the President need only say that "we are taking another
look at deregulation...or...the matter is being studied
carefully, etc.".

Jake is leaving for Europe on Wednesday, and will not
return until October 8. In the interim, he asked that
you contact Ben Whitlock re any action you decide to
take on the above.






























TRUCKING INDUSTRY POSITION

ECONOMIC REGULATION

ECONOMIC REGULATION

The present Federal motor carrier regulatory system is
basically sound. Within that system the motor carrier industry, under
private ownership, is providing the economy with efficient, economical,
low cost transportation; serving the needs of the Nation's shippers,
small and large, in both rural and urban areas..

A

We have seen no evidence supporting a clear need to
reform the present regulatory system, at least to the extent the provisions °
of S. 2929,as sponsored by the present Department of Transportation,
would "reform'' Part II of the Interstate Commerce Act.

It is a gross misnomer to refer to S. 2929, or its companion
bill intorduced in the House of Representatives, H.R. 10909, as the
""Motor Carrier Reform Act." The ultimate impact of the major provisions
of this proposed legislation would be the destruction of the present motor -
carrier system -- not reform.

The end result, and this would not be long in coming, of
the provisions of S. 2929 would be an inefficient and unsafe motor carrier
system, that would no longer adequately and farily serve the nation's
shippers.

The present regulatory structure governing for-hire motor
carrier operations contains three key elements which are the heart of
sound regulation and must remain essentially intact if we are to preserve
our present transportation system.

These key elements are:

1. Meaningful and effective regulation of motor carrier
rates.

2. Monitored entry into motor carrier operations.

3. Right of the regulated for-hire motor carriers to
engage in collective rate making under properly
established procedures.

If regulations were relaxed to either (1) allow motor carriers
to enter the business at will and/or (2) weaken or eliminate ICC authority
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to determine the adequacy of rate levels, there would be more competition
but it would not be competition beneficial to the public interest.

One must first understand that there is a fixed amount of
freight to be moved by the total transportation system. Deregulation will
not create one more pound of freight. As carriers would struggle to
retain traffic at below cost rates there would inevitably follow a depletion
of carrier earnings and a weakening of carrier financial stability. Cost
cutting of the most extreme type would be the order of the day. This would
come at the expense of proper highway safety practices and as the carriers
sought to eliminate the least desirable traffic in order to survive it would
mean the curtailment of service to many small communities, or enormous
increase in the cost of this service.

A
We believe what would follow would be a two-step process.
First, there would be an excessive number of motor carriers -- far more

than dictated by public freight demand. As these carriers fought to remain
in business, the next step would be the 'shaking down'' of the industry into
the larger carriers who were able to survive the competitive battle. Such
a concentration would mean the end of the trucking industry as we know it
today, and could lead to a situation that would, in time, result in a demand
for a return to regulation.

‘One further point on the impact of deregulation. Much
public money is now being poured into the railroad industry. The railroad
industry itself has stated that deregulation of the motor carrier industry
will adversely impact the rail system.

For example, as Mr. Stephen Ailes, President of the
Association of American Railroads recently said in a speech before the
National Association of Shippers Advisory Boards, '". . . the Administration's
proposed Motor Carrier Reform Act. . . all pose serious problems for
the common carrier truckers and for the railroads. Unregulated
pick and choose competition will erode the traffic base which is absolutely
essential to common carrier operations.! With one hand (The Railroad
Revitalization and Regulatory Reform Act) the Administration giveth to the
railroads and with the other (The Motor Carrier Reform Act) it would taketh
away.

The trucking industry does not contend that it, or the system
of Federal economic regulation under which it operates, is perfect. Changes
in the regulatory system are often proposed, considered and adopted into
law and over the years the trucking industry has proposed many of these.
Listed below are trucking industry currently proposed changes in the regula-
tory framework which will be included in a soon to be filed statement with
the Senate Commerce Committee:

1. Procedural equality with the railroads before the
Interstate Commerce Commission. The Railroad



(3)

Revitalization and Reform Act of 1976 contains
certain time limitations within which the Interstate
Commerce Commission must act on railroad
proceedings. Motor carriers need the same stream-
lined procedures.

Empower the Interstate Commerce Commission to
require joint rates and through routes between motor
carriers and between motor carriers and other modes.

The Interstate Commerce Commission should have
authority in motor carrier intrastate rate cases if a
state regulatory body does not act within 120 days.

The ICC has such authority now with respect to railroads.

The Interstate Commerce Act should be amended to
prohibit states from assessing for tax purposes motor
carrier property higher than the rates of assessed
value to true market value of all other industrial
commercial property.

Section 22 of the Interstate Commerce Act which
permits Federal, State and local governments to
obtain reduced rates from ICC regulated carriers
should be repealed, accept for use in time of war or
national emergency.

To make the Interstate Commerce Commission a true
arm of Congress legislation should be enacted to per-
mit direct submission of the ICC budget to Congress
instead of through the OMB.

To bring needed improvements to local for-hire
motor carrier operations legislation should be enacted
to remove the current exemption from economic regu-
lation pertaining to commercial zone operations.

In an effort to improve service to sparsely populated

areas legislation should be enacted to allow the filing

of freight pooling applications under a simplified pro-
cedure.

September 20, 1976
























THE WHITE HOUSE

WASHINGTON

October 7, 1976

MEMORANDUM TO: JACK MARSH

FROM: RUW
Jack, as you may recall,, Jake Smit eturns from Europe
tomorrow. R L)

I am certain that he'll be calling either you or me
regarding White House plans on the subject of our re-
cent meeting.

In view of the attached article and our individual con-
versations with Ed Schmults, I am at a loss as to how
to proceed with Jake Smith.

In any event, how about a skull session between the
two of us with Ed Schmults ASAP?






THE WHITE HOUSE
WASHINGTON
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THE WHITE HOUSE
WASHINGTON

October 8, 1976 e

MEMORANDUM TO: JACK MARSI-/
ED SCHMULTS

FROM: RUSS ROURKEM

Jack, I spoke with Jake Smith Friday afternoon.
The following points are of interest: e

1) I indicated to Jake that a staffing paper
was approaching completion, and that we had
planned to contact him after reviewing same.

2) 1In his absence, Jake noted that a "Carter
lieutenant accepted an invitation to address
ATA's executive committee on Sunday, October 17".

3) Jake reiterated his request that the President
appear before ATA's Convention on Monday, Tues-
day or Wednesday (October 18, 19 or 20).

4) Jake also reiterated his desire to get ATA's
people back in the Presidential camp, and working for
the President in the weeks preceding the election.

5) When he attempted to reach Rog Morton by phone
this morning, Rog's secretary passed on the message
that "this matter is now in Jack Marsh's hands".

6) Jake pleaded with me to get back to him with a
report concerning our intentions by Tuesday or Wednes-
day of next week, at the very latest.

Recommendation: As soon as Ed receives OMB paper, I
suggest that he so notify us in order that the three of
us might sit down to discuss our next move.



THE WHITE HOUSE 0CT 1= 1976

WASHINGTON

October 12, 1976

MEMORANDUM FOR: JACK MARSH
BILL SEIDMAN
RUSS ROURKE -

FROM: ED SCHMULT

h ,\ *
Attached is a very brief analysis of the truck
regulation material that Jake Smith has provided
us. The analysis was prepared by OMB staff.

As you will note, the material Smith sent and

the analysis do not indicate the strong probability
of compromise at this time. This is particularly
so in light of the letter the President recently
sent to the independent truckers.

Attachment



Cctober 4, 1976

‘Analysis of the Industry's Proposals for Change

Procedural ecuality with the railroads before the ICC.

The Administration agrees that the procedural reforms enacted
in the Railroad Revitalization and Regulatory Reform Act
(4-R Act) should be extended to motor and water carriers.
However, such reform provides only minor improvements and
fails to address the more fundamental issues of rate and
route restrictions. Legislation was introduced at_ICC's re-

_quest in the last Congress to extend coverage to other modes.

Allow ICC to reguire joint rates and through routes between
motor carriers and between motor carriers and other modes.

The Administration does not believe this action is necessary
or desirable in intra or intermodal service. While such )
authority was necessary for the railroads due to private
ownership of the roadbed, other carriers operate over public
right of way and do not need permission for access. Allow-
ing the ICC to require joint rates and through routes could
lead to highly inefficient and more costlv service for
shippers (i.e., if the need for new route service exists why
not certificate a new carrier rather than require two or
more carriers to cooperate on the route--each with its own
rates and handling charges.) Such a proposal would actually
result in more regulation and government interference rather

than less.

Authorize ICC pre-emption in intrastate motor carrier rate
cases over 120 davs old.

Such authority was provided in railraod rate cases by the

4-R Act. This provision is already included in the legisla-

tion which extends procedural improvements of that Act to
other modesw™ The Administration has no evidence that State
commission inaction presents problems which justify Federal
pre-emption of State authority. :

Amend the Interstate Commerce Act to prchibit discriminatory
state taxation of motor carrisrs.

As in number 3 above, this change would equalize treatment
of motor carriers and railrcads. The Administration has no

. objection.



5. Repeal Section 22 of the Interstate Commerce Act which
provides discount rates to Federal/State/local governments.

The Administration would have no objection to this change
subject to special treatment in time of war or national
emergency. However, we would much prefer the enactment
of legislation along the lines of the Motor Carrier Act
which would provide pricing flexibility for all shippers.

6. Permit direct submission of the ICC budget to Congress rather
than througn the OMB.

The ICC was given authority by the 4-R Act for concurrent
submission of its budget to Congress and OMB. Accordingly,
the proposed change is unnecessary.

7. Remove the present exemption on commercial zone operations.

The Administration agrees that present commerc;al zone
regulation is inefficient and illogical and as" part of the
MCRA has called on the ICC to study the problem and

recommend appropriate boundary changes within 2 years of
enactment of the bill. However, it does not endorse outright
removal of the present exemption. Such action would subject
local for-hire carriers to ICC rate and route regulation.

8. Allow the filing of freight pooling aballcatlons under a
51mp11f1ed procedure.

On the basis of information provided in the ATA proposal,
the Administration would oppose this provision. Without
better definition of what constitutes a "useful pooling
arrangement" such a change would create the potential for
the ICC to allow powerful existing firms to monopolize
certain lucrative markets. On the other hand, if
properly arranged under existing antitrust laws, pooling
arrangements may allow several carriers to operate their
services more efficiently in rural areas, thus saving
fuel and lowering costs. Such arrangements, however,

are best left to normal market mechanisms rather than
the discretion of the ICC.

Summary Comment

The major shortcoming of these proposals is that they fail
to come to grips with the key problems of entry and pricing
restrictions. 1In most cases, thev deal only with procedural
problems, primarily delay. However, in some instances the
proposed changes could result in added regulation and red
tdape. :



Points with which the Administration disagrees

- The Administration's motor carrier bill would destroy the
motor carrier system and result in inefficient unsafe motor
carrier transportation which would not serve shippers.

To the contrary, the intent (and expected results) of the
bill is to provide shippers and consumers better service at
lower cost--conditions we believe would result if the motor
carriers were allowed to make pricing, entry and route
decisions in response to market competition, instead of
Federal regulation.

- Under "deregulatlon carriers would charge below-cost rates
to stay in competition thus weakening their financial health.

Under the Administration's bill, rates would be required to
cover cost. The ICC's power to disallow rates which are
not compensatory would remain in effect.

. SR
- Carriers would cut costs drastically, at the expense of

highway safety practices and continued service to small
communities.

The Administration's bill specificallv strengthens motor
carrier safety regulation by permitting both civil and
criminal penaltles to be imposed on safety violators,
increasing minimum fines, and authorizing the suspension or
revocation of operating rights for consistent violators.
Furthermore, we believe that service to small communities
could only improve as a result of reform. Evidence in
studies conducted by the Wyoming Public Service Commission
and for the Federation of Rocky Mountain States,Inc. indicates
that the present system of regulation is not aaequately
serving rural America and that competitive market conditions
would provide rural shippers and consumers with better
service more closely matched to their needs.



THE WHITE HOUSE

WASHINGTON

October 12, 1976

MEMORANDUM FOR: “GACKaMARSH!
BILL SEIDMAN
RUSS ROURKE

FROM: ED SCHMULT

/

Attached is a very brief analysis of the trudk
regulation material that Jake Smith has provided
us. The analysis was prepared by OMB staff.

As you will note, the material Smith sent and

the analysis do not indicate the strong probability
of compromise at this time. This is particularly
so in light of the letter the President recently
sent to the independent truckers.

Attachment




.

Cctober 4, 1976

Analysis of the Industry's Proposals for Change

Procedural equality with the railroads before the ICC.

The Administration agrees that the procedural reforms enacted
in the Railroad Revitalization and Regulatory Reform Act

(4-R Act) should be extended to motor and water carriers.
However, such reform provides only minor improvements and
fails to address the more fundamental issues of rate and

route restrictions. Legislation was introduced at JCC's re-

‘quest in the last Congress to extend coverage to other modes.

Allow ICC to recquire joint rates and through routes between
motor carriers and between motor carriers and other modes.

The Administration does not believe this action is necessary
or desirable in intra or intermodal service. While such )
authority was necessary for the railroage due to private
ownership of the roadbed, other carriers operate over public
right of way and do not need permission for access. Allow-
ing the ICC to require joint rates and through routes could
lead to highly inefficient and more costly service for
shippers (i.e., if the need for new route service exists why
not certificate a new carrier rather than require two or
more carriers to cooperate on the route--each with its own
rates and handling charges.) Such a proposal would actually
result in more regulation and government interference rather
than less. '

Authorize ICC pre-emption in intrastate motor carrier rate
cases over 120 days old.

Such authority was provided in railraod rate cases by the
4-R Act. This provision is already included in the legisla-
tion which extends procedural improvements of that Act to
other modes. The Administration has no evidence that State
commission inaction presents problems which justlfy Federal
pre-emption of State authoritv.

Amend the Interstate Commerce Act to prohibit discriminatory
state taxation of motor carriars.

As in number 3 above, this change would equalize treatment
of motor carriers and railrcads. The Administration has no

~objection.



5. Repeal Section 22 of the Interstate Commerce Act which
) provides discount rates to Tederal/State/local governmeants.

The Administration would have no objection to this change
subject to special treatment in time of war or national
emergency. However, we would much prefer the enactment
of legislation along the lines of the Motor Carrier Act
which would provide pricing flexibility for all shippers.

6. Permit direct submission of the ICC budget to Congress rather
+than through the OMB.

The ICC was given authority by the 4-R Act for concurrent
submission of its budget to Congress and OMB. Accordingly,
the proposed change is unnecessary.

7. Remove the present exemption on commercial zone operations.

The Administration agrees that presgrt commercial zone

regulation is inefficient and illogical and as part of the -

MCRA has called on the ICC to study the problem and

recommend appropriate boundary changes within 2 years of

enactment of the bill. However, it does not endorse outright

removal of the present exemption. Such action would subject
~local for~hire carriers to ICC rate and route regulation.

8. Allow the filing of freight pooling applications under a
simplified procedure.

On the basis of information provided in the ATA proposal,
the Administration would oppose this provision. Without
better definition of what constitutes a "useful pooling
arrangenment” such a change would create the potential for
the ICC to allow powerful existing firms to monopolize
certain lucrative markets. On the other hand, if
properly arranged under existing antitrust laws, pooling
arrangements may allow several carriers to operate their
services more efficiently in rural areas, thus saving
fuel and lowering costs. Such arrangements, however,

are best left to normal market mechanisms rather than

the discretion of the ICC.

Summary Comment

The major shortcoming of these proposals is that they fail
to come to grips with the key problems of entry and pricing
restrictions. In most cases, thev deal only with procedural
problems, primarily delay. However, in some instances the
proposed changes could result in added regulation and red
tdpe. :



-

Points with which the Administration disagrees

~ The Administration's motor carrier bill would destroy the
motor carrxier system and result in inefficient unsafe motor
carrier transportation which would not serve shippers.

To the contrary, the intent (and expected results) of the
bill is to provide shippers and consumers better service at
lower cost--conditions we believe would result if the motor
carriers were allowed to make pricing, entry and route
decisions in response to market. competition, instead of
Federal regqulation.

—- Under "deregulation" carriers would charge below-cost rates
to stay in competition thus weakening their financial health.

Under the Administration's bill, rates would be required to
cover cost. The ICC's power to disallow rates which are
not compensatory would remain in effect.

- Carriers would cut costs drastically, &E the expense of

highway safety practices and continued service to small
communities.

The Administration's bill specifically strengthens motor
carrier safety regulation by permitting both civil and
criminal penaltles to be imposed on safety violators,
increasing minimum fines, and autnorlzlng the suspension or
revocation of operating rights for consistent violators.
Furthermore, we believe that service to small communities
could only improve as a result of reform. Evidence in
studies conducted by the Wyoming Public Service Commission
and for the Federation of Rocky Mountain States,Inc. indicates
that the present system of regulation is not aaequately
serving rural America and that competitive market conditions
would provide rural shippers and consumers with better
service more closely matched to their needs.























