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: As discussed.. attached is a copy of
3 the material on Reform of Truck
g Q! " Regulation we have been looking for.

OMB is anxious to get a decision. .
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TO HE LSINKI July 38, 1975

MEMORANDUM FOR; DICK CHENEY
FROM: ' JIM CONNOR ~

Dick, the attached memorandum on Truck Regulatory Reform
Leglslation has been staffed by OMB and the appropriate opinions
registered in it. They request a decision ag scon as poesible 50
that the appropriate language can be prepared for transmxttai -
to tho Congress.,

Attachment
Presidential Declsion Memo re
truck regulatory reform legislation
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,4"..};’"-;\ EXECUTIVE OFFICE OF THE PRESIDENT

ﬂg@iﬁ} OFFICE OF MANAGEMENT AND BUDGET
\\:3‘ WASHINGTON, D.C. 20503
JUL . oy
MEMORANDUM FOR: THE PR%ﬁ}DENT A
FROM: JAMES#I'. LYNN
{
SUBJECT: Reform of Truck Regulation

Cn May 19, you sent the Railroad Revitalization Act to
Congress with a message stating that :‘it was to be the first in
a series of transportation regulatcory reform bills and that
truck and airline legislation would follow shortly

An Executive Branch task force comprised of the Dcpartments

of Transportation and Justice, CEA, CWPS, and OMB has now
completed the drafting of a truck bill. This bill is
specifically designed to enhance competition in the trucking
industry by providing increased pricing flexibility, permitting
greater ease of cntry, and eliminating antitrust immunities for
most rate agreements. We expect such action to result in
reduced rates and improved trucking services. A more detailed
summary of the bill's provisions is provided at attachment A.

There are, however, two major issues that have not been
completely resolved: (1) Should the Administration propose
the elimination of all economic entry restrictions or do we
stop short of free entry; and (2) what legal standards should
be used to judge truck mergers?

Under Rod Hills' leadership the group has spent the last week

attempting to reach a compromise. These neqgotiations are

now to a point where, although the Justice Department is still
of the firm opinion that a good case can be made for proposing
a gradual phasing to free entry, in the interest of getting

a truck bill to Congress beforec the recess, they are willing-

to compromise and stop short of complete decontrol. They do,

however, feel very strongly about the need to subject truck

merger cases to normal antitrust law. Accordingly, this

issue is presented for your decision.

Background of Merger Issue

]
i

At present, the ICC has authority to approve truck mergers
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and thus exempt such tramsactions from the antitrust laws.
In the past, truck mergcrs and the ICC processes for dealing
with thcm have not prescnted a particular problem. However,
consistent with the Administration's announced goals of
removing unnecessary antitrust immunities and increasing
reliance on the antitrust laws, the Justice Department feels
that ICC truck merger approval authority should be rescinded
and that proposed mergers-should be subject to the same
competitive standards as other industries, i.e., Section 7
of the Clayton Act (as amended). This statute forbids
mergers that may substantially lesscn competition or tend

to create a monopoly "in any line of commerce in any section
of the country." It is the traditional antitrust standard
applied to merger transactions.

DOT is opposed to the use of Section 7 as the standard for
truck mergers because they feel it is too stringent and will
prevent, many beneficial merd¢ers from taking place.,. - They
point out that in an industry of some 15,000 reguldted firms,
there is little danger of monopoly and are reluctant to change
present ICC merger procedures which in the past have worked
well, However, if a change iz to be made, they feel the
Administration should propose a standard which will take

into account the "special characteristics® of the trucking
industry. Put simply, their concern is that Clayton Section 7
will be mechanically applied as a "litmus test" of per se
illegality. For example, if a proposed merger were shown

to produce a beneficial or a neutral effect on competition in
10 markets but would have an adverse effect on the 11th
market, DOT fears it will automatically be declared unlawful
under Section 7. ‘

In addition, DOT suggests that the ICC has created a highly
comaplicated patchwork system of commodity and routing
restrlctions. Therefore, they are concerned that determination
of a merger's anticompetitive cffects under Section 7 will
necessitate lengthy litigation.

Justice, on the other hand, points out that a number of
recent mexger cases clearly demonstrate that courts do ta:e
into account special charactéristics of the industry in
qnestmn as well as the particular economics of the market
in which the merger is proposed. They contend that a prima
facie case of illegality can be rebutted by a proper showing
that anticompetitive effects will not occur and cite bank
merger cases as evidence of how competitive conditions and




3

special circumstances involved in an individual merger are
considered in a court decision. Furthermore, Justice points
out that the courts do recognize that a merger can have anti-
competitive effects in only some of the markets served by
merging firms. In such cases, the court decision can be and
fregquently is structured so as to prevent the anticompetitive
results while allowing the merger to occur.

Alternatives

Alterpative 1. 1Include in the bill a provision to subject

Pro

truck mergers to normal antitrust proceedings
under Scoction 7 of the Clayton Act.

4

This provision rccognizes a growing concern in the
Congress and various parts of the Administration

. over the need for a strong antitrust policy to

accompany the rcegulatory reform effort.

It eliminates special antitrust treatment for the
trucking industry which Justice feels is indefensible
in light of the economics of the industry and the fact
that unregulated trucking is already subject to Section
7.

Legislative language to substitute Section 7 for ICC
consideration has been drafted and could be added to
the bill. :

DOT feels Section 7 is too stringent a test for
truck mergers.

They feel it will not consider the special character-~
istics of the trucking industry, i.e., how under Clayton
does one weigh a merger's beneficial effects in some
murkets against the anticompetitive effects in others?

Alternative 2. Include in the bill a special mexrger standarg

Pro

————-

- -

to be used by the courts to test proposed
truck mergers.

This approach is gpecifically designed to take into
account the special nceds of the truck industry.

. o S e ———
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-- It would be written to specifically allow mergers
- that would produce improved trucking services while
maintaining protection against anticompetitive effects.

Con

-~ This approach sets a bad precedent for resolving
Section 7 problems by writing new standards for each
industry thought to have "special" characteristics.

-~ It would delay submission of the truck bill until
the task force drafts and agrees on the new standard.
This means at least a two-week delay; therefore, we
could not submit the bill before the August recess.

Because the decision centers on differing legal interpretations
of a statute, White House counsel was asked to provide a
separate opinion. It is their feeling that we should not be
attempting to solve problems caused by the Sectidn 7 ‘standard
by writing new merger tests to fit the "special" character-
istics of each industry. If Section 7 is a problem, the
Justice Department should undertake to examine the standard

as a separate issue and propose appropriate changes. :
Accordingly, they support Alternative one.

Decision
Alternative 1 (Supported by: Justice,
CEA, CWPS, OMB)
Alternative 2 {Supported by: DOT)
Attachments

1. Summary of the Bill's Provisions

2. Background of ICC Regulation of the Trucking Industry
3. Analysis of Need for the Bill

4. Draft Presidential Message

[NERS
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* - ATTACHMENT A

TRUCKING REGULATORY REFORM ACT
SUMIARY OF PROVISIONS

improvements in ratemaking

Pricing flexibility. The bill would crcate a no-suspend
zone, to be phased in over a threce-year period, to per-
mit truckers to adjust ratcs up or down within certain
percentage limits without ICC interfcrence. (Phasing of
the zone corresponds to that proposed in the Railroad
Revitalization Act (RRA) -- 7% first year, 12% sccond
year, and 15% third year.) After three years, the ICC
would be prohibited from suspending any rate decreases
so long as variable costs are covered,and carriers
would be able to raise rates 15% per year without
suspension. . - ) '

Expediting Hearings. The bill provides that.all but
exceptional rate hearings mmust be completed in seven
months (similar to RRA).

Piscrimination. The bill clarifies present law regarding
the use of discrimination as a rcason for protesting
rates. Under new provisions, only shippcrs directly
affected by the rate change may allege discrimination.

Impact Study. The bill directs the Secretary of Trans-
portation and the ICC to study the effects of the pro-
posed changes in ratemaking to be completed in thirty
months.

Restrictions on Anticomwetitive Practices of Rate Bureaus

Discussions and Aarecements on Rates. The bill prohibits
rate burcaus from voting on rates involving single line
movements -- that is, where one carrier provides the com-
plete sexvice. Discussion and voting on joint and through
rates where more than one carrier is involved will be
lipited to those "carriers which hold themselves out

to participate in the movement.

Rate Burcau Protest of Rates. The bill prohibits rate
burcaus from protesting or sceking to suspund rate pro-
posals.

General Rate Increasces. Three ycars after enactment,
the bill would prohibit the use of across-the-board
changes in freight rates. This goes further than the
RRA which permits continucd use of such increcases when
fyel or labor cost increases are involved.

~3
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‘Expediting Procedures. The bill requires rate bureaus

to dispouse of proposed rate changes within 120 days of
filing. It also requires that the burcaus maintain and
make available for public inspection voting rccords of
its.members.,

Léministrative Services. Like the RRA, the truck bill

proposcd no change in the administrative services pro-
vided by rate bureaus, c.g., publishing rates, collecting
statistics, etec.

Increascd Ease of Entry

+

The bill proposes to easc cntry restrictions in several

vays:

It narrows current ICC entry standards by directing
the ICC to considerx the positive effects of the pro-
poaed entry, e.9., lower operating costs, 1mprovcd
sexvice, etc. and prohibits it from cénsg idorlng

the negative effects of entry on existinyg carriers.
It directs the ICC to grant entry to an applicant
demonstrating he is fit,willing and ablce to provide
a service at a rate which covers his actual costs.
It directs the Sccretary of Trapsportation to prom-
ulgate mcthods to calculate actual costs and subjects
these methods to expeditious review by the District

Court of Appcals so as to eliminate lengthy litigation

over cost on each and every entry proposal.

It calls for a three-ycar DOT/ICC study of the
effects of the new standards on the quantlty and
guality of truck transportation services, on the
financial condition of the industry, and on rates.
At the end of the study, the Sccretary could pro-
poser new legislation sececking further liberalization
of entry in order to rcalize the full benefits of
competition in the industry.

In cases where entry is protested and ultimately
granted in spite of the protest, it would place the
burden of litigative costs on the protestant rathexr
than the applicant, thus encouraging cntry attpmpts.
It proposes expansion of a number of areas of unreg-
ulated trucking, e.g., to permit frece entry to'scrve
new plants, to remove restrictions now placed on
private carricrs, to oxcempt small owner-operators
from ICC regulation, ctc.

Revisions in Merger Provisjions

N

The specific provisions to be included in the bill will
be determined once a Presidential decision is made on
Administration policy in this area.

LY .
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Other Provisions

A.

E.

F.

Aircraft Ixemption. The bill expands the current ex-
emption for truciking service incident to airx trans-
portation f{rom 25 to 100 miles.

Private Carriage, The bill would remove unnecessary
restrictions on firms who operate their own trucks in
furtherance of their principal business. Specifically,
it would permit them to carry goods for their affiliates
and allow them to lease their vehicles and drivers for
short periods of time.

Ne# Plant Service. The bill would excmpt carricrs from
obtaining ICC approval to serve a ncw plant in order

to facilitate a new firm's ability to secure truck
sexvice. A new plant is defined as any plant less than
five ycars old orxr which is shipping and rLCClVlng new
products.

Contract Carricrs. The bill would remove unnecessary
resirictions on carriers which operate dedicated
service Lo individual customers by allowing these
carriers to hold both common carrier and contract
authority over the same routes, and by specifying
what factors the 1CC may or may not consider in
granting contract certificates.

Commcrcial Zones. The bill directs a DOT study of

the prescent system governing metropolitan transportation
zones to determine whether legislative change is
required.

Backhaul Authority dﬂd Commodity and Routing Revisions
The biil would allow small owner-operator truckers to
carry regulated commodities on their backhaul trips
without sceking specific ICC authority. In addition,

the bill directs the ICC to take all steps necessary

to remove unnecessary cnmmodity and routing restrictions.

RS o
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TRUCKTNG RIGULATORY REFORIT ACT

PACKGROUNN O JTCC NWCGULATION OF THE TRUCKING THDUSTRY

In 19353, Congress passcd the Motor Carrier act which extended
regulotory authority of the ICC to cover moior carriors as well
as railroads. (In 1940, this Act becama. i‘arc II of the
Interstate Commerce Act). - This Act gives the ICC authority

to rogulate bosic economic activities of tho trucking industry--
rata,, ¢ntry, and financixl transactions including morger. In
genaral, the ICC has the power to dictate what markets a carrier
can sarvw, what conmodltan he can tr aﬂapoxt over what routes,
and whet price he can charge.

Ove: the years, a number of trucking activities have been

granted exenptions from cconomic requlation from the ICC. TFor
example, carriers of raw agriculturazl products are nct hound by
ICC recgulation. Trucklnq services performaﬁ incident to LallLO}v,
watercarrier, and air transportation ore eremnpt as are carriers
excluzively engaged in the transportation of nevsganers.
Intrastate carricrs arc excmdi frcm ICC regulation. . As a result/
the ICC presently regulates, from an c¢conomic standpoint, only
about 50% of the trucking industry.

From the beginning, trucking regulation was heavily vatterned
after 1CC regyulation of the railroad industry, with the ICC
having considerable disaration over the procise application of
theixr vary broad and general statutory mandate. Accordingly,
decicions haveé beeon rmade on a case-by-case bagis and the JCC
has historically bocone a protector of the regulated inviustry--
mininizing competition holding rates at higher levels than
necessary, and discouraging new scrvice innovations which might
better respond to consumer nheeds. '

vhile this finite regulation and control of common caryicrs

has resulted in numerous incfficicncies, studics of unrogulated
truck transuvortation have shown that this sector tends to be
efficient and cconcmical angd to provide ¢oold scorvice to 1its
custcuners--often better service than is found in regulated
trucking. However, the éiffcrent systems of rules governing
regulated and unregulated trucking currently only senve to
compcund tho problaonm. ’

For example, while unrcgulated agricultural carricers enjoy the
frecéom to sct their own rates and sclect their cvn routes,
they arc limited to carriage of agricuvltural products only
and arc not authorizcd to carry processed food prolducts or any

N
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ther type of non-agricultural comroditios on roturn trips.
Ofteon worcqulated carrviors sinnly break the law and carry
illegal cowroditios £o that they can aopread their costs over the
whole trip, providing morec cconomical scrvice. liowever, bw
restrieting entry, thz ICC is creating costly incificicncics
ond imdirectly encouraging violation of their ovwn rules. as
sone weamomistes hove geointed out, thore would annear to be no
reasom why regulated and unregulated carriers should not be
allou to conpete for scrvice, thus providing rore cfficient,
1e.,.. esrensive transportation services for all shippers.

T‘we siristration's proposed bill has been dosigned- to gradually
reduce oxr eliminate excessive 1CC regulation. The reforms
incleéed in thae proroced Truocking Regulation iteform Act have

been carefully drafted to complemont reform provisions of the
Raiiromi Revitalization Act. These provisions provide for

increased pricing flexibility, elimination of antitrust immunities

for rost rate agreenents, liberalization of carrier entry re-
quirements, and an ecxpansion of existing exemptions anpllcable
to megnlated truch;.nfj. In general, these proposals:-are .
desimxd to increase the efficiency of the industry as a whole
in oxéer to provide the customer with the best pOSSlble trucrlng
service at the lowest poss;xble cost. ~

-
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TRUCKING RECULATORY REFORM ACT oo i oot

ANAVYEIS QF THT MERLD FOR TR DL
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Earlicr this year, the Adminisiration proeposed the Railroad:
Revitalizaiion Act (IXA) desipned to mprove the cconemic repulition

of the railread induztry, Lilie the KRA, the basic thrust of the

Trusk iyl Regulatory Rcform Act is to improve the cconomic usedf

rescerces, to zuve fucel and {o eliminale nmecessary regulation,

A discuzsion of the mdjor preblems of the {rucking industry
which the bill addrecses, along with an analysis of the offect of the

bill in redrezsing these prehlems follows,

Improvemods in Naweraaking

The current syasiem of metor caorice rafe regulution severely
ARTR

Imils the ability of individual saotor carriera lo establish now roles

and imnavalive scervices, Currenl JCC rotomuliing rades provent on

efficivil uge of yesourcen in several wiyvs: .
. (1) Rates arce highor, on average, than adeguntie (o

attract the resovrcees necessary for an officient
molor corvior indusirvy, ‘Thereds excess jnvosimoent,
oo much fucel iz viacd, and tae general Tevel of prices

i infialed,

.-~
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{2) Tenalated »ales do not atkow slitmsers. alicine bobhvesn F Eh

alicrmuie Iuvels of service qud price,

(3) Rcwﬂ:‘,:i rates are insufficiently related to
st Of prei ilin. the specific:, oporlalion to which

. . each raic a;*;*l.v.p. --At.present, tloz which are Below

varichle cost are sowetimes pot allewed fo Lo rajaed,

oﬁ)u rates which are well above aitriczble cost are not

allov;ogl 10 o reduced, Conscouently, distortion hetween

different classes of shippors, dcerent regions and urban

~

and rural arens occurs

Asa cm..,c,quencu el (he rate strucfure deseribed above, carriers
compcie on the hacis of the service {hey provide, For example, in

order o allract customers, a carrier may incycase ¢ pluiep Iremzcmy
and reduce {ransit time., To provido this "improved! service, mc carricr

'

nus tmcre’t;c his costs and oparate with velicles ihal nve nol as fully
loaded as they should he.  The (.:us{omcr, howoever micht prefer o
‘Itowcr nqualily™ Jess costly service, boel has no wveay to ont for such an
alternntive within {110 common carrieyr s:ys:{"om. Shippers have had to
swilch lo ‘)ri\':-.te. carrviazge, adjust inveuntories, and even their loc:*.tiox’ﬁ];

decisions have been affcelcd by their inabijity (o scecure price and

service combinalicens needoed to stay compelitive,

R
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The basle Uwoust of the TRRAT s o piace graider reiiimce on

s competiive forens in ratemakiong while preserving the protection of
appropriric regulnfory supervision. for shippors and enrviers, Giving -

greafer scope to individual carricr inilinlive in rale selting will 1'csax}.tq~
in & morc cconomm s ~x‘3t:{ai@}}~e£.traﬁig anong {h(; morlo.,; a greator
variely of cervice allerpatives, oud a lowor and more equitable '0?01'&3,1
freight Inll It does this in the {ellowing way:

(a) The bill provides {thal o carri m" rato may not ho found

wnlawiuily low providéd it 55 rhove the carrier's ‘.'211'5:115‘]0 cos st for
the s;pc-:«:?ific transportation in question,  In addition, i]w ICC \ﬂoum ho
prohibitcd from approving raics which axe helow v 'v:n! le cost ang
from Gisallowil ing nrale inerease which brought the rote wp to variable
cost, This provizsion \vou}d ercournee price commpeirlion and move
the rale nliruchoe clo.;::cr to cost-based rales. T would 'ﬂ so ¢nible
carriers to inmovate with @ wider ranze of pr ice/morvice com!un.ttn.m.s‘. :
(») The bill also creates &t no-sugpond zone in which inereases
or decreases, olher (han genersl rate changes, “could notl b 5115;;&1‘:::?6&1
pcnﬁipg im‘csiigaﬁoﬁ for being oo hich or too low, ithough they siill
could be s u:-pcxr ied for violating seclions 2, 3, or 4 of the mterstate
Commerce Act, which are (he baex::. seclions prohibiting diserimin stion
and prejudice {o either an individual .,lnp e or community,
The no-suspend zone \\'m‘dd e phased in over a three~ your perimg

]
"

{up lo soven poreent rade increnoes ) cI( vecases in the first yoars
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12 101’ ent in the sceond year; 15 perccit in the hivd year; ‘,nd

te

. . * ‘ » »
; ﬁ){:reaf:er 15 percent for increages and unlimiled decreases), This

no-suspend zone is a refinement of the approach proposed in e

V- . Transporiation Imnyovement Aclwhich did not include a provision

- for phasing. It s similuxr to, but of loager durniion han, the provision

N -t
3 T - . . .

in the Hovze-passed Surface Transportefion Act ol 1074, It is '

w;'-

mcuu,al lthe i Suspend zoae in the proposed Railrond Rev:hmﬂhon

Y N
Act. T T T

-

-

The no-suspend zone will 2llow carviers o rc;sp:*n:! rapadly o

market conditions and will improve the rale decisio;é'm' it ng process

-

N Today, rate cases are often decided in o weorld of h\f':( ticals and
Foese - f . )

’ “maybas. * When rate proposils ave sus onded by (he JCC, the

*

 hearing on {he lawfulucss of the rafe is witheul he houefil of red

»

W rorld expericence regavding the offect of the vate. The no-suspond

prombmn will change this process, and 2llow rates witlin the zone
. {o go into eficct prior to lcuxing, -Uwms praviding concrele facls
~« for the deeision maker,

The three year phasing of e no-suspond zone will give ciarriers
time {o adjust their fleels becenuse trucks hive a short working life

The bill will also provide that the ICC must e findings similar

Y

weipdhose yeauired in temnorary restraining ordoers before ordering

a suspension,

‘i‘,,,: .
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(¢) To expzdile the hearing process, the Lill will  require

s

the Cc:mnizrsi;cn io-:::mﬁplc(a jis rate hoarings and ronder a fin™
judgment within scvén months of the time the'rate was scheduled -
to go info effcel.  This time limil could L2 exlended on :zdc‘gii'imﬁtl |
three months i the Commission made a vwrition report to Congress

explaining the necd foxr the delay, At prescent, {here is ro time

Hmnit and the averape molor carvier rate case requires move than a

. - rate N

year. - The thne Mmitchould groally expedite Commissionfprozecdings,
- {d) Carriers will e vequired {o rofund, with interest, that

portion of the incrcused rale or eharge found not to be- justified

by the Commission, This will discourtiae cavricrs fiom submilling - -

sale increises which are within (1o "no-awpond" zone yet are »not

+

expecied to be justified,
. {e) The TRRA tlso clavifies prescni Jaw resaeding the stading
to raise the question of diserintination Futween varvious shippers,

L]

. Because the possible diccrimination is apninst o shipper, it should &7

be raised by the shippor and this nme ::Imoz;i prohibite '(::‘rricrr;

from raising ihe issue of discriminntion. In addilion, this ;11))(32!:’51:035 "
would r stfict {the standing, of shippers (o 0llege disceriminalion lo

those shippers dirvectly affected by the rafe chionge, A shippér may

nol protest a rale change on the Lasis of dizerhmination unless the
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profesting shipper is also boing served by the motor ciarvier in
s . -
question and that molor carrvicr in ranspoxting {for the profesting

«

*

-shipper the commodity which'is mc subject of U r:-h. chianse,
(f) Inaddition, the Sccretary of Trantporialion shall, in con-
sultation with the Commission, study the cffecls of thune changes

in rale muking.  The study shall ba comploted within 39 months,

Restriction en '\m)compuxtzv > Praclices of Nuic Burcirs

ot e e bt . Ar— - ——— o o

To assure hat rate flexibilily 1 ; not vaed hnhem.r'u ii\"ch o .d

é

resulls in‘more compeiitive pricing praclices, fhe THRY prr)pm.w ]

significant changes fo the provisious in the Inlerstate Ma,:':'zmerccz At
perfaining.to rate bureaus. Secticn § (a) of thoe Inferainic COm: 1LU0R
Act pcm-nits“ carriexrs subject {o the Comzaission's jucis “ieiion ‘[,}“i(‘;‘i‘
collcetively and collusively in establishing rofes

Whea such action is talen pu-reent to on

agrcement approved by the Conimission, it is mmune Teong the

“antifritst Tws which apply to the rest of Asoerican hucin ek, Ratle

-

burenus or carrier associations have been establiched puesuant to
carrvier agrcoements approved by the ICC.  ‘These rate bhureius are he
vehicles through which carriers make decisions repnrding the rale §

which the member lines shall ¢ h.xrao.
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Allhough rade burcaus provide a mnmber of vluable scorvieces to

their ynembers and Lo the shipping public, they aléo dampen compeliliva
forces in the rate making process wnd dizeowrnpe pricing flexibility

and service innovation. Rale Lurecaus dizcourans (e establishmaent

of rafos hased on the costs of (he most officient carrier and provide a
mzchanism through which ciarricrs can set and keop rates alove .

comypetitive levels,

Rate burcaus do provide o number of”;*(c!xnizzif;iztati\;e services
fo carrier 1‘11*31111)@1’?5; such as arranging ior the inw clﬁmxge and
Iacilit:a.ti’mn of traffic moving via two or more ¢ 1‘1‘1\*,.‘8 t}~e ;its:{ib'}.ic:atio.n_
of raif(' , and the collection of sintistics on traffic moveme nia, *:‘:i‘evsﬁ
ch‘arg&‘;‘i,’:mﬁ related costs.  The bild would not affccet thase admin-

-

sstrative activities. Jt is addvessced only {o those colivifice of the

rafe burcous w}uc 1 result in the establishmacnt of nen-competitive
levels of rales. .
The Commission has rocently jssusd an order in Zx Piarte Bumboy

297, Ratc Durcau Invesiieation, faking some of (he cerrective aciion
necded. The Commission's order includued o flat praiibition on rate
burcau protests agninot memboers' independent rate propusals end

esfablishes o 120-day maximum period {or processing proposids,

v i wend . 3 ane Y LU E ' SR SUP - TP S AL
Those changes wwill not climinnle the anlicompetitive inllucnaes of rad
Lureauss
‘ I
- . .
-
. .




‘o . ..8_. . . . .
C‘The following provisions in L', apply o riie burcau us,

(1) On single line rates, individual molor carriors will he W

compleie freedom W propose rates, while on Jomt riles the nuhm. e

of carricys not portizipating in the joint movement'will be ¢ d"c;d.
The bill prehibite molor carrier rate burcaas frorm voling on single
Hne movemants arnd Jimils considoration ¢f joint line rotes to thune

carrievs which hold Uicinscives cut to parlicipzic in the joint move-

ment, 'I‘he LI also prohibits motor ecarriar rate burcaus from tuking

any achcn to sugpend or protest independent vate pr ovm“‘:ls by

. members or nen-memnbers, . c .
The propased legisialive change with rospect to & ingle line

rate agreemaents viould oot a cosupetitive iafluenee vpon joinl rates

becav arvier lerritorios overlap and singg line rafos Lre uﬁrm

»

compelitive v 7iih joint e rates, A single i carrice will o lc,n

A

be in compatition with hvvo or raore carriesrs offesing o joinf rafe ong
f.!\ pueh . route, . Mothing in this preposal woeukd-proliuil o single line

o

carrier from individunily establishing a rate compeziilive with  joinl
rate esinbli:-;hcd (hrc;ufr,lx the rate burcau mccehanism,

The bill does ot } reclude discussions or sercemoents rnl&ih;p;
fo acrous~-the-Loard porceniage (-.hl'm;_;cs‘ in freiszht rates during the

first three yeurs affer cnaclment, Bul after thot timc they would

nof be allowed.

.
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(2) Like tlh., Comxm asion's order, the hill yenuireg 3l role
: ' withi:
bureaus {o dispose of proposcd rale changes/ 120 days from

the timc they are filed, IHowever, unlike that order, it requires all

rale burcaus Lo mainlain aml make available for public ingpection

e zecords of the voles of members,  Those provisions are desicned

fo bring chout spoedicex rale burcau treatin c::ht of proveacd rafe
changes and to encourage iniliative by individual carricrs in making
~ra£e changes. _ | . ‘

The Commi’ssion retaing its present :mthofi{. lo review and
approve all rate burenu agreements and to impose spc ":151‘(1{1:103:;:1
Limifations ané conditions on {hoe ac{ivi(.‘ic 2 of rale burenus as it
believes stre reasondble and necessary. o

Relaxalion of Overly Resiviciive Rarriers to Inbey

o1 o 2 2 o St 8 o e g

At presic *1t entyy into hndividual trecking markels 1o resiricled,
The concepl of "public convenienee and necessity™ hog bheen injex
prctcd by the ICC to reoguire that enryiers already operating in
‘ market be allowed to caryy all {he reific they can handle bhefore
amtixer carriey is allowed to culer. The present enlry 1‘(e.~:11‘icii<:\:zza
are dirceled prin:}ip:lny towards the well-being of existling firms and
mtenou;\js al the interesls of shippera tnd conswmers as awhole.

IL SO consunern hinvg Suffered,

.
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naryg ow their applic :Lhmw to avoid markets where service is already

provided. The resultant cerlificates restrict both roules served and

commodities carried, An cxample of the artificially restricled coriificatns

consider a repular route carrier with certification to service Dallimose,
‘Pln]"dﬁlp}u.., and the towns in bebween, buatwithout auth '23it;,' ¥&
'carry ceols belween these two cilies. Many irregular route carricrs
‘opcrate \&!i_lh certiricales which narvowly spccifﬁ commeditics which
may be carried from one part of (he country to :moil - Ti:ase
certificates also often provide o‘nly one-way :1*.1{hori{'y. | uu"h ves i‘v mtoJ
autborily cxacerbates {he empty buackhaul problem by reducing or
climinating the natural flexibility of operations cssentind to obiain
efficient eapreity uwtitization,

ﬁ‘ai;en together, the enlry provicions of ihe LA wenid sub-
'st:mtinllj r(-for;;) present c-ntrj;'proc:cdur s cMlow erley ag will as
polentizl eniry to ployv oomueb ereator vole in hoe natarel regulndion

of murkel eificieney., Nty uf e nclliciencies which Ietve erept into

the indusiry ducing 40 yoirs of yegulalion woula Ho roduced or climinnicd,

w

The following changes in eniry requirements are proposed,
(a) TEe TRS  eniry seclion broadens the focus of entyy
hearings which arc conducted by ICC to include consideration of

the shipper's preference for combinttions of services and rales ofher

——— ——— =
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than those available from currently cevtificided carriers.

{b) Timeliness is an assential inaredient. in anv suecnssful
enfry altempl., Bubin ficcal 1874, the average molor carrier operating
authorily case required over 10 months lo resolve., This figure

inclvdes cases (hat are {rivial route extensions that reguire litlle time.

Controversial entry attempts cun be expected to reguire even Tonser.
Delays and {hedr assceiated expensc constitute 2 barrier to entry which
does not diseriminaie behweon undesirable nnd desiralle entry.

A simiplificd entry test i proposced which "{véum 1‘_?63{:;3 rvgs;l:xﬂ;xtory
delay for those eniry casces which have the pa{’antiai for ciuiék Cinposition,
The TRA - propones to put & thine imit on the comsi(’aez.':‘«,.iicm' Qf SUen
enlry cases. Inrccoenition of the backlog vwinel now exists, o fan
year woulkd bo allowed for ke censideradion of applicniions which
are ::ubmiiicti withiin {he firat 18 reonths afler passeee of this provicion,

After (hiz Lramsitional period, Wmaximuim of 00 duays wonld be aliowed,

R

Under the proposed simplificd entey test, the Cominission would
be required to issue & cortificate: 1) if the applicant deronstrales
that he is fit,willing, :snrtm;rlo";_Z) if the reveaue doerived from
the proposed service will cover the "aclual cosis' of the service; and
3) if no pl'oic::‘-‘L'!.ni proves t}ird the propesed rafe is disceriminatory.,
The Cornmiusion wuu}d be specifically profabiled from considering
the cdequacy of existing corvice or the effeets of the proposed eniry

-

wpon compelitors, ‘ : ' .

\ . . ’ ’ .
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than {hose available from currently ceortificated carriers.

(b) Timeliness is an essential inaredient in Aanv suerceesful
enley attompt. Bulin fiscal 1874, {he average molor cavrier (;5}*:«.1':1&115;
authorily case required over 10 months to resolve,  This figure
;mcluz}ef; cases that aee {rivial route extensions that reguire lttle time.
Confroversial entry atteinpts can be expocled to rouive even Joncer. |
Delays and their assceinled expense corstitute a barrvier ta entry which
docs not discriminaie helweoen uﬁdcsim‘.)}.é and desirablle entry.

A simplificd enfry test is preposced which \x-'ouzi::}-i:‘; :u:c, regalziory
delay for those eniry cases which have the potential for quick dizpesifion,

The 7TRA - proposes to put a tiine 1imit on the cons;idm:.ﬁ:iicm‘ of sven
enlvy cases. Inrecoginition of the backlog which now cxists, o fudl
year would be allowed jor the censideration ol applicniions which

are submiited witlin the firat 18 weonthy afier pasuaee of s pirovicion.

After this irrm.siiic.nal period, Womaximum of 80 days wonld be aDowed,
Urdler thie propoged simplificd enfey t(*.r;.{, the Conviasion weuld
be required to jssue & cortificale: 1) if the applicant demwonstrates

that he is vfit,willing, rvnd.:zblo"; 2) if the revenue derived frem

the proposcd service will cover the "actvul costs' of the service; and

3) if no prolestant proves thal the proposed rate ig diseriminatory.

i

The Connminsion would be specifically prohibiled from conslacring
the edequacy of ¢xisting service o the effeetls of the proposcd endry

»

upon compelilors,
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In some cases, where inforivation on e proposed serviee is

difficult {o projeci, tho nppli(zant mny wish {o uiilize the cost of

existing simila gervices as evidence of what the fully distributed

cost on the pz'opo:;cd scrvice will be. Provision for this has been muade

in the TRA. As anoplicn, ihis provicion will give carriers additiona]

-flexibilily. Bul as a rcquirement, it vould-iend to frustrate ony

carricr which was more c{ficient than average or which proposad an

-

imxm'::_{im:: which lowered cost. Hence, the Conn‘nisﬁion would e
prohibitcd from requiring industry-wide or s}stmh-gyig{g.iasfc:.;mntion
on cost or revenue,

(e} To insvra that the proposcd rate schedule vsed {or enlyy is
meaninghul anc relatively parmanent, the }.}ill‘p.t‘m'idc.‘s et ihe
Commisaion may require that it be put info effcct for a poriod of wp

1

to one year., During that time,. it could he lowered only i roepense lo

comi petitive rate reduections, On the ofbhor hand, {o prevent horengsmoent,

{he rale schedule may ﬁ;)i; be suspended or sel aside as Loy inlawiul
for a period of twvo years

(d) In addition, thc Seceyvetlary, with the cooperation c:f he
Commissicn, ic requirced {fo conduet o stedy of the effects of the
enfry standards on the performin nee of the trucking industry.  This
study shall be compleled and submitied to the Congress by the end

of the third year following ennctment of the bill,

e



(e) The TRA n}so provides ‘fon improvements (o (he fexibilily
of conlract carricrs. The Interstate Commerre Act defines conlract
carrier by motor vehicle as one which operates "under continuing
conlracls wilh one person or a limited number of i)(:rsonf; cithor
(a) for the {urnisvlﬁ.n;; of transportalion services through the assignment:
of motor vehicles for a continuing peried of Hme tou ihe exclusive use

-

of cach person served o (’)) for the furnithing of transporiation

.
» ~

services desimned to meet the distinet ac‘crl of each D l]"'(wn.l mf;mmo
Historically, the Commission has favored « om BN C‘nl")f}"l 5 over

conirict carriers. The Commission biag done this by vos *ict:i-ve},y

| interpreting the pubiic interest to favor cxisting caryiers and by

arbitrarily hnposing a rule of sevon: cvén though oo applicant nalislicg

all of the tests nccessary for the granting of the certificate, he will

-

be denied the cextificate if he already sorves seven shippors wadoy

)

-conlrael, The effcct of the Connnission's interpretntion has been
to impede the growth of conlract earriers and to deay the specialized
services and ;expfzrtise of the conlract carricrs {o the shipping
community and {o the public at large, - ’

The TRA removes these unneces *my rasfrictions on contact

carrviers by changing the eniry test which the Commission presently

applics {o conlractl carriers,

4

[NF R



-14m . - N ‘

.
.

1. The Commission would no loneer he avthovized (o conaider
the effect wpon olhior carvicrs when deciding contract
carrier applicialions

2. The Commission would be prohibited from considering
the munber of shippers a careier provides corvice {o
when deciding an applicaiion where facilitios are dedicnicd
to {he shipper.

3. Where facilitics are not dedicn t»d, the Commission may
consicder the numbor of shippers, but any group ox
associalion of shippers nu..»{ e covz wd as one shipper,

4, Carxryiers would be permiftad to hold both common and:
contract “uh;u iy over the same x oufc providead that the
coniract carringe rates arce above variable cost.

Due to the inherenl imbalance of agriculiupral mmmmh;v ﬂq‘\ By

“ecarriers of ¢cxempt comm cvdities ave foreced to run Guply a sobstanfial

portion of thoir mileugs. E::~y typically carry exgmpt ageiculivral
commeditics from rural to wrban arcas ang find it dillicull to secure
loads in the iolwn dircection due to their lach of culbority to corey

oflher commoditics,

14

An addiltionz) scclion would, therefore, aDow carricrs {o hiul

regulated commoditics on their backhauls without epeeific authority

provided th:xt:

1. '1}1 » backhaul is subscguent to the movement of an
exempt commodity,

7
. or
2. The carricr owns or leases threoe or fc‘,‘.}-iiru::k:;.

3. The backuaul i in the peoerad dicection of the area in
which tho vehicle is housed,
i

LN

B R Y

[T RIS |

R @R G S T A kB



-15..
4. Revenve umder this provision is not wmore than 100
. perc cnt of revenue from the carringe of exemut commodifics

S. The r:'.('c chareed is conminingd in an :'.;:provcd trei I which
has been publichod by (or 1‘01‘) an 1CC roguinted earrior
A carvier opoyitdng under (his provision wenld have no
abiiity lo sel raies bul would h allowed o use auy approved
laridf, ’

This provision will save fuel and oL!mr seaTe ceonomic resourees

by improving (he effici lency of the many thow ands of small exempt

* » *

mricrs and owner-operators,

e Faciliintion of Truck Movements Which Are Ipcidenisl to Ay

n e e et e s, et

l‘ftel"_n .‘- CVIGO

- The Interstale CormmerceAct csenmpts from ce conomic v conlnticns

trapspor{ition of pereons ov proporiy by motor vehicle “whoen in.

*

cidental fo Lrancnortation by airceraft,” The Commisaion by ralemaking

s deternined thet {0 be within the exemption, the teareportiaGon must
hE(ﬂ\. e ik "lesmiral cvea” of thoe cir earveder; (2) pove o |

'
~ew{inj3(>us movement received [rom co delivesad to o sy cinodoen;
ard (3) on o {heouch fiv il of kting,  The size of (hoe vlermin?) are
as delerminzd by he 1CC 1 S hoda o restrice i(. , rusuling i some
treckmoveinenis being regulated ceven {hou;'l {hey are ineidental ié
ar freight. The TRA therefore, cutends the size of the enempt

sone {o the arca within 100 miles of e alrport.

[
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Under tke present regulztory sysiem, service to a new pinst
must be cpproved Ly (e Conumission, unless the commodilics Laing
shipped are exempt or the movement is entirely withia onc Slule.

As a resuld, securing new service can ba a problem for any fivm

contemplating the estoblshmoent of a nevw piant, SRS
£+ 4 - y

The TRA prowdes an cxeraption fraw this requirement for any

plant which is less than five years okl or wihich is shipping and rocciving
new products, In addition, any molor carrice which serves vndor

this exemption for two ycars shall Le geanlod nuthorily to continun

serving permonenily,

Removel of mecessary Ceriificote Noestticlions”

L e R R d

The JCC has inposed vestrictions on oporating cortificalos
that ummccss?; fily reseicet the typesof compnodilics that conyioes
mey {ra wport and that rc:quire.c::'.z'xim‘s to follow unneceasarily
'circuitous roules. These restriclions have resulied b incificient
use of the nmation's moior {roangporiation capacily and in waste of fuel,
| The TRA” direeis the Commission to lalie all steps necessary to
broaden the calegorics of commaoditics that may be carried and o

yemove all restriclions requiring wastefld mxl circuilous rouios,

As a prorl of {his relaxition, two specifie steps nre required. Tirst,

D
..

iger,
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by-passing any pros sont aaleways, provided that the.ciuericrhad
pregiously hoen providing a significont amount of troncporintion

via Be circuilous route. Seeond, the ICC must broaden ihe prosent
desiation rulos and incrense the mavimum deviadion to 25 poreent,
Theee provisions weould apply to Lolh regulay roule and irregular suude
carriers. .

A Staiy of the Need for (lhance in (“‘o-mm“’m"" “one T, P islndion

P —

Local moloxr {rcight tzansporirifion is un :_-r:g*;ulaicd., ,.’]_'}g,fg;
’ - ,'6.’" ! ' T
ropes wilhin which {ransporiation i5 consideead locrl) (wmmm ciol

zoses) ave sencxrally largor {han the central ¢ity Lul smaller than
the metropotiiin area.  Changes in the bownduries of {he mone con

hxwe a major impact sines fioms which are inchuded in Lo nong

hawe 2 wider cloice of {rinsporiation serviecs, .

The TIRA dircecis the 5wc;<i ey of Troncportation, in consoludfion

wite the Com:';:f-.;;s:i«;m, (o underiche n comprehonsive study of Ui
present reculitory syclem relafing lo coxmnc:rvi‘zl vanes, to delermine
M s prosent » ('I’Ll]df.()}“' systom 18 cous sistont with prescent ccononne
reaBlics, ard whelher (here is noed for regaliiosy ox leginladive
cesce. Tie study shill be compleled and .*;uhmiﬂccl io the Conpeess

willin bvo years,

e
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Provis mn' A]lm'.fznn More Ffficient Uu]\m{m 1 hv Trivale Carricres

..... D T —— .

) Privade carrvicrs are fivus whose main business is oulside
ol fransporiation bul who operite trucks in furtherance of their main
business, Presénily, itbey are AHU\‘.'CJ to carry heir own'or e npt
commaditics but are prohibiicd from carrying goods for their
affilicics on a for-hire basis, and are specifically foriidden {o
leace their trucks to repulated carriers _f. 5y iacriods azglo:.‘te): {than
30 days. Xoth of thcé:c resivictions make it unzuagqi:z;mfﬁly a:tijeult
for private carricrs {o ulilize their vehickes on l'\nczl;l.nulr‘s"(3;*(;{-511?}1
trips). -

The TRA. wouli ps,-rimi private cariers to cavey freight

ona for«);irs: basis fevr affilicties.  Mwo firme are reyrded 4s

affiliates 3f cither fivm owns 53 pereent of ihne stoch of the othor, o»

if 2 third fiem owns 61 percent of both, Fids will iimprove t e

* .

cfficicney of any Jirm where affilinies have NreiohtUwhich is movhyy
in opposilc d}r”(’t}on Saving:s of never .J dide will resull, Yor
example, & 1‘0001}1 atady of 14 private earricrs by the Deparbment
found thul relaxing thic ode reciviclion x.owd gove 1.9 million mil
and 480,000 gadlons of Iuc}l wmually for these carpier s alone,

| The TRA would alsu pc:ruiil privade carricrs o Jeace theis
vehiclen and drivers to r(mul.x{( d enrriers fn).‘ short periods of e

This would enuble the private carrier {o uti‘li.m an otherwice empiv

i N ® » N X H * B at ¥ .y *
backbau! by *lrip leasing equipment and drivers Lo a reenlated carrer.

¥
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DPRAFT PRIESTDIENTIAT MESSAGE DRAFT

TRUCKING REGULATORY REFORM ACT
0 THE CONGRESS OF THE URNITED STATES:

I am, today, sending to the Congress the Trucking Regulatory
Reform Act as part of the overall program of my Administration
to strengthen our system of free cnterprise. In recent

weeks, I have observed a growing concern both in the Congress
and the public at large for the need to take a fundamental .
loock at our regulatory system and insist on- some much needed

modernization, This legislation responds to that concern in

one major sector of the transportation indu.stry.

¥his Act is the sccond in a series of legislative initiatives
in our effort to achieve fundamental reform of transportation
regulation. .The Railroad Revitalization Act is already before
the Congress. In the next few weeks, I will submii xn§,"
proposals for the modernization of airline rcyulation.
Together these proposals represent the most comprehensive

set of reforms in the long history of ceconomic regulation of

the transportation industry.

Like the Railroad Revitalization Act, the basic thrust of |
this bill is to improve the economic use of valuable
transportation resources, to conserve fuel, and to climinate

antiguated and unnccessary regulation. It is specifically

T g




2
designed to enable trucking firms to carry-a grcater varicty
of goods by way of more dircct routes at lower costs to our

nation's consumers.

To achieve these goals, the bill proposes a number of amend-
ments to the Interstate Commerce Act to remove the artificial
barriers which today impose costly operating restrictions
on the industry. Specifically, it provides trucking firms

greater frecedom to adijust prices to mect market conditions.

It will permit greater ease of entry and place grcater reliance

on the natgral forces of competition to improve cfficiency.

It will outlaw anticompctitive rate burcaus pracltices and
subject merger transaction to courts revicw‘unaer normal
anti-trust proceedinés. In short, it will reduce or eliminate

many of the inefficiencies which have crept into the industry

during 40 years of regulatory control.

Currently, not all trucking firms are subject to economic
regulation. Since 1935 when the Motor Carricr Act was passed,
extending ICC authority to regulate trucks as well as
railroads, a number of trucking activities have been granted
exemptions from ICC control. For instance, carriers of raw
agricultural products are not bound by economic rcgulatory
constraints. Trucking firms cngaged in intrastatce operations
and those inwolved in trahsporting their own goods are exempt.

Studies of unrcgulated trucking indicate that these carriers

A 3
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3
provide efficient and cecconomical transportation services —
often better service than is provided by requlated carriers.
However, evem these activities are in part affected by the
intricacies of our current regulatery system. For example,
while égricultural carricrs are free to set their own rates
and select their own routes, they arc limited to the carriage
of agricultural products only. Thus, after delivering their
goods, they arc not allowed to transport processed food or
non-agricultaural commodities on their return trips. As a result,
they arc often faced with a choicc of carr?igg unauphgriécd
goods, thereby brecaking the law, or returning hoﬁe'émpty, thus
wasting fuel and raising the cost of their scrvices. The
proposed bill includes a number of changes,which would expand
areas of unreqgulated trucking and reduce the backbaul problem
by calling for a gradual abandonment of restrictive commodify

-~

and route requlations.

The importamece of regulatory reform in our effort to improve
the efficiemcy of our transportalion system cannot be over-
emphasized. Therefore, 1 urge the Congress to give this
measﬁre serious consideration at the carlicst possible date.
The specialintorasts will undoubtedly opposce these chanqcs

which must be made if the American public is to rcceive the

full benefits of a more competitive, more efficient transporta- .o

tion system. But I am confident that the public benefits

i

that will flow from the proposcd reformsg are so clear and so
great that the Congress will acl quickly to achicve them

withcut delay.
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