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Log #7500330 

THE WHITE HOUSE 

WASHINGTON 

October 1, 1975 

MEMORANDUM FOR: JIM CANNON 

FROM: STEVE MCCONAHEY c;cM 
SUBJECT: Teamster's Meeting 

As I reported in my weekly report, a meeting was held on 
Tuesday, September 30th. I will provide you with a sum­
mary. 

f(..J. 
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THE WHITE HOUSE 
WASHINGTON 

Oct. 16, 1975 

MEMORANDUM FOR JIM CANNON 

FROM : JIM CAVANAUGH 

I am putting the att 
on the master sche 
reporting dates. 

Attachment 
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THE WHITE HOUSE 
INFORMATION 

WASHINGTON 

October 15, 1975 

MEMORANDUM FOR: JIM CANNON 
JIM CAVANAUG~ 

STEVE MCCONAHEY '!5'• \ FROM: 

SUBJECT: Motor Carrier Bill 

October 28th has been set as the tentative target date for 
submitting the motor carrier reform legislation to the Congress. 
I will be assuming the lead for the Domestic Council in the 
activities that are planned to complete the necessary staff 
work over the next two weeks. I have indicated to OMB that 
it is essential for the Domestic Council to be adequately 
involved and aware of these events in order that we have 
adequate time for input prior to submission of the bill. 

It is my understanding that this piece of legislation has 
already received White House clearance since it was intended 
to be submitted several weeks ago. However, due to the 
sequence of events since that time, and the need for more 
integration among the three major regulatory reform proposals, 
it has been agreed that the motor carrier bill will be 
recycled through the White House staffing and clearing 
process. Meetings will be held this week to review the 
energy impact of the proposed legislation and to resolve 
any outstanding issues. OMB has been assigned the task 
of completing the impact statement and fact sheets, and 
is committed to providing the Domestic Council and others 
with final drafts by close of business Tuesday, October 21st. 
This time frame will allow a full week for review and final 
comment by the Domestic Council and others in the White House. 

Preliminary indications are that the trucking industry and 
the Teamsters will greet this proposal with mixed emotions. 
While they recognize that there is need for some regulatory 
reform, they are not convinced that what we are proposing 
will solve existing problems. In fact, the Teamsters 
indicated that in some cases they feel there is need for 
stricter enforcement of certain existing regulations, 
particularly safety. 

,', 
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If you have any concern about the time frame, about the 
political impact, or about any other aspects of the motor 
carrier bill, I would hope that we could discuss them as 
soon as possible. If you have any questions, please call 
me. I will keep you informed of the progress we are making. 

J :' 
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EI·'ffiARGOED FOR RELEASE UNTIL 12 : 00 l.!OOH, EST 13, 1975 

Office of the Hhite House Press Secretary 

------... -- --------...... -- ·•. . ... -... .... ...... 

THE maTE HOUSE 

'l'he President i ansmitting toe.....,_,_'"'_'_ 
Carrier Reform Act. "' · at ion l~ill benefit the consuming 
public and the users of motor carrier services by elioinating 
excessive and outdated regulation affecting trucking firns and 
bus companies. It 't~ill stimulate competition in these indus ·· 
tries, increase their freedom to adjust rates and fares to 
changing economic conditions, elininate restrictions requiring 
et~pty backhauls, underloading, or circuitous routinr., and 
enhance enforcement of safety regulation. 

This is tl1e third leBislative proposal in the Ad~inistration's 
program to reform transportation regulation. It follows the 
Railroad Revitalization Act and the Aviation Act of 1975 which 
have already been submitted to Congress. Together, these three 
proposals will produce a transportation system more directly 
responsive to the needs cf the public and provide the Na~ion 
with the best tra&s~ortatioL services at the· lowest poss1ble 
cost. -

PRINCIPAL OBJECTIVES OF THE LEGISLATIOn - -- ·-- --··-- ----- -· ... ' - --- ~ ..... - .. - -- --
1. 

2. 

3. 

Enc~\.!~~8.~~- i!_V?.~qe_E __ ~an_ge_ t?f -~ervice_~.-~n_c!, _ or~c~ 
Existing reeulation inhibits innovation and limits the 
choice of prices and services available to shippers and 
bus passengers. The Act '\'•7ill ~err.rl. t shippers who l·mnt 
high quality service and are vJilling to ?ay a premium to 
do so. Sinilarly, those ~1ho ':··7ant a lm-1er price and lvill 
accept less service \'lill find this option available also. 

E 1 ~.!1!.~-~~ t~-~- -~n ~-i-t_rElu_~_!:-_ i_~t!_~!_ t j._e~-.~nd ~!!.~~;-_aj!"'-e ~ c~mp e tit i ve 
£!1C1dB· Present y, motor carr1er rate uureaus are per · 
mitte to eneage in price-fixing activities which are 
irmnune from antitrust prosecution. The proposed legis 
lation will prohibit rate bureau rate~~kin3 activities 
't•7hich stifle competition and discourae;e innovation. 

~i_nrl.~~-t-~-~--o_u_t_d_~t_e~ --a~d __ '!_l~-~-c_e_s_~~r~~~~~o_mi~--~~J~'!-~t-~ol. 
Tne ex1st1ne regulatory process nas ou1~t up art1.~:1c1a 
constraints on efficiency. As a result, trucks and buses 
tend to be less fully loaded than is desirable. They 
operate over unnece-s'J.J.r ily circuitous r-outes _ ~-n.ste fue l, 
and are forcea to charge hieher prices than might other ­
l·lise be necessary. By removing arbi. trary economic 
restraints, the bill vrill alloH 0 :-::uc~:s to transport . a 
greater variety of eoods and both trucks end buses to 
operate over more direct routes at a lower cost to 
consumers. 

nore 
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4. llelas small businessmen to better meet their trans~ortation 
n s-_- Because mariy-small--otis:lnesses---cinnofa{ro.rd· ·to operatE 
their own trucks and are too small to contract for special 
trucking service, small businesses are heavily dependent 
upon common carriers for pick up and delivery services. By 
strenethening the common carrier segment of the industry 

5. 

and providing it greater operational flexibility, this 
legislation \rlll assist small businessmen to obtain more 
responsive lower-cost truck services. 

~n~then the enforcement of motor carrier safe~ 
re~Iation. lihile tbemotor-carrier indtistrfllas a 
go~ overall safety record, there are gaps in present 
safety laws t~ich require correction. This bill modernizes 
and places increased emphasis on safety regulation for all 
types of motor carriers. 

Section-by-Sectio~n~l~~is 

Secti~n 1 - Find~gs __ ~nd Purpose. This section outlines the 
purposes of the-o~rl. For example, it outlines as goals a more 
efficient and economical motor carrier industry, greater 
reliance on competition, and increased pricing and entry 
flexibility. 

Section 2 - Rate Bureaus. The bill eliminates antitrust 
immunf'ti-ror·anticompetitive ratemaking activities. Over 
a period of three years, the bill prohibits carrier asso­
ciations from discussing, agreeing or voting on all rates 
except joint or interline rates. Rate bureaus t>~ill con·· 
tinue to provide useful administrative services, such as 
publishine tariffs and assisting in determining joint rates 
and through routes. 

Section 3 - Aircraft Exe~tion. This section enlarges the 
geograpn~-c-area iii"w11ich motor carriers may transport 
persons or property incident to air transportation without 
obtaining ICC authorization. This provision eJttends the 
area from a 25 to a 100 mile radius around the airport 
terminal. 

Section 4 - Private and Contract Carriers. This section reduces 
Iccrestrictioris-iiow-iinpos·e·aon 'DusTriesses operating their 
own trucking fleets (private carriers) and on contract 
carriers. It allows private carriers to transport goods 
for t~eir affiliates. It also permits contract carriers 
to become certificated by dedicating equipment to serve 
individual shippers or by tailoring service to the distinct 
needs of a shipper. Finally, it prohibits the ICC from 
limiting contract carriers to a particular type of service 
or neographic area. 

Section 5 - Commercial Zones. The bill directs the ICC to 
reassess-··-regiifatron-s· .. ctealing with commercial zone trans­
portation, to eliminate unnecessarily restrictive practices 
and to improve procedures for makine boundary changes ~rlthin 
t\-70 years after enactment. 

more 
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Sec:._tion _ _§__- lle~ J~l..a_!lt. The bill exempts service to or from any 
-pi ant Tess tnan) years old from ICC certification require · 

ments. This will provide new plants with needed flexibility 
in neeting their transportation needs and eliuinate the 
costly certification process. 

Section 7 - Private Carrier Leases. This section permits private 
--·--carr1ers-fo-Teas-e -tnefi ·vetilcles and drivers to regulated 

carriers for short time periods. This will alleviate the 
l:~efficie-r!t backhaul problen which private carriers now 
experience and permit common carriers to expand services 
~7ithout buying expensive equipment. 

Se~t~~n_O ~-Ep_~~ The bill will provide liberalized entry 
1nto the trUCking and bus industries. It will shift the 
focus of entry proceedines away from the present concern 
for protecting existing carriers to providine the public 
better service. These simplified procedures ~1ill permit 
the ICC to expedite consideration of applications. 

Secti_~I!_9 _ _:_ -~-q_~t_;:~c:.~ _c_~~rie_r_s __ (~U..~LOJ>_erations). This sectio~ 
permits carriers to hold both common and contract author1ty 
provided its contract rates are compensatory. 

pect~...2,.!!__10 _ _:-_~at_e. ___ S)!S..P._e_~sion._ The bill provides a gradual 
pnas"lng ot increased pricing flexibility for motor 
carriers. These provisions parallel the Railroad 
Revitalization Act. Carriers will be oerrnitted to adjust 
rates up or do~m within specified percentages without 
fear of ICC suspension (7 percent in year one; 12 percent 
in year two; 15 percent in year three and 15 percent up­
~ard flexibility annually '~th no limit downward thereafter.) 
To suspend rates outside this zone, the ICC will be required 
to find that a proposed rate 'rlll result in immediate and 
irreparable damage. The bill also sets a 7 to 10 month tine 
limit on ICC consideration of rate cases. 

Se~ioll~J:..l and ]._~ _ _:-___ G,~~~l!s.a~_o_r.Y. Ra~ The bill provides that. 
rates wnicn are compensatory~at is those above a carrier·s 
variable cost, may not be found to be too lo't,7. This is 
provided for both common and contract carriers in Sections 
11 and 12 respectively. 

Secti_pn l:_~ Co_~<f.~_t_y_ __ ~c! .P.>:.o~t_e _ _F:~s_trictions.. This section 
afrects the ICC to remove certificate restrictions that are 
wasteful and inefficient and requires a progress report to 
Congress 'dthin one year of enactment. The bill also 
reduces circuitous routing. 

Section 14 - Discrimination. The bill expedites t3e ratemaking 
-- proces-soy-Ifriifffn"i tne number of parties ~1ho may protest a 

proposed rate. Carriers ldll no longer be permittee to 
protest rates by alleging discrimination against shippers. 
Protests by shippers will be limited to those directly 
affected by a proposed rate chanee. 

more 
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Section 15 - Backhauls. The bill allows apricultural carriers 
to natir-regulateu-commodities on retun1 trips without ICC 
authorization provided specific conditions are met: (1) 
the Lz.ckhaul follO'\:..rs the movenent of agricultural commodities, 
(2) the carrier is a small business with three or fel~er 
trucks, (3) the backhaul is in the general direction from 
which the trip originated, (4) the revenue earned from this 
provision must not exceed revenue earned from agricultural 
carriage, and (5) the rate charged may not be lm·rer than the 
rate of any regulated carrier for the sarne service. 

Section _!._~ -~--S_f:.~.~-~-~ic_e_n_s}:..~R .. ~e:q~ir_!.II!e!l.ts. The bill directs 
tlle Secretary of Transportation to recommend ways to eliminate 
duplicative and costly State motor carrier regulations. 

Sect~o_l!. lJ--=. Safety. The bill provides for more even-handed 
anaresponsive enforcement of safety regulation governing 
motor carriers. Presently, there are many gaps in the 
safety enforcement statutes. The bill uill permit the 
Secretary of Transportation to impose civil as l>Tell as 
cri~inal penalties for all carriers and to prohibit 
operations by carriers ~mo consistently violate safety 
regulation. 

Section lB - Herger. The bill eliminates ICC authority to 
--- grant antitrust immunity to motor carrier mergers and 

gives the courts exclusive jurisdiction to determine the 
legality of mergers. It also establishes a new standard 
for motor carriers mergers similar to that in effect for 
the banking industry and proposed for airlines. 

# # # # # 
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EMBARGOED FOR RELEASE 
UNTIL 12 NOON E. D. T. 

NOVEMBER 13, 1975 

Office of the White House Press Secretary 

THE WHITE HOUSE 

TO THE CONGRESS OF THE UNITED STATES: 

Throughout our history, an effective transportation 
system has played a vital role in promoting the economic 
growth and development of this Nation. Yet, over the years 
in response to a variety of economic and political pressures, 
the Federal Government has become increasingly involved in 
the management of our transportation industries. We have 
built up a patchwork of economic regulation which shapes 
and·controls competition in industries which are naturally 
competitive. As a consequence, these industries have come 
to rely on regulation to protect them from meaningful compe­
tition. It is now clear that this patchwork regulatory 
structure has not kept pace with changes in the industry 
and the economy. We have permitted regulation designed in 
theory to protect the public interest to become in practice 
the protector of special industry interests. 

I have observed a growing public and congressional 
concern over the need to eliminate outdated regulation and 
to restore our regulatory system to its original purpose of 
serving consumers. In response to this concern, I have sent 
two previous transportation proposals to the Congress. Today 
I am sending to the Congress the Motor Carrier Reform Act 
which will modernize the regulation of another major 
transportation industry. 

Like the Railroad Revitalization Act and the Aviation 
Act of 1975 which are already before the Congress, the basic 
thrust of this proposed motor carrier legislation is to 
improve performance of our transportation industry by replacing 
Government regulation with competition. Together, these three 
bills will produce a regulatory system that responds to the 
needs of the consuming public instead of to the interests of 
the regulated industries. 

Under the current regulatory system, carriers, shippers 
and passengers alike are confronted with a web of Government 
restrictions and regulations which discourage innovation, 
promote inefficient transportation service and artificially 
distort rates and fares. The prices of many consumer products 
are ~igher than necessary because Government regulations and 
restrictions permit price fixing and produce inefficiencies 
such as empty backhauls and circuitous routing. Too often 
bus passengers pay higher fares because the Federal Govern­
ment sanctions efforts by a few firms to block the entry of 
new companies into the market. Archaic and artificial regula­
tory constraints also force unnecessary usage of significant 
quantities of energy and other valuable resources. 

This legislation will benefit American consumers in 
several ways. For example, it will have a direct effect 
on the traveling puplic by encouraging a greater variety 
of bus transportation services at a wider range of prices. 
Also, it will enable interstate household moving companies 

more 
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Lo be more responsive to customer needs and give the public 
a choice of services. Individuals who want quick moving 
service and are willing to pay a premium will be able to 
do so. ~thers who prefer to pay less for moving services 
that are not so immediate will find such alternatives 
available. 

These are two examples of how the bill will benefit 
consumers directly. Other less visible results will have 
an even greater impact. For example, the bill will provide 
trucking firms with more freedom to adjust prices to meet 
market conditions. It will remove artificial entry barriers 
and encourage new companies to enter markets and to compete 
on the basis of innovative services and lower prices. It 
will allow smaller trucking firms -- owner operations and 
contract carriers -- to compete more effectively and to 
grow in response to normal market demand. It will strengthen 
the common carrier system and enable small businesses to 
better meet their transportation needs. Such actions will 
enable some manufacturers to lower the costs of distributing 
goods and thereby help reduce consumer prices. The removal 
of uneconomic restrictions on the goods and commodities a 
truck is permitted to carry and the specific routes it must 
travel also will help eliminate wasteful energy consumption 
and avoid empty backhauls which raise prices unnecessarily. 

In summary, the bill will reduce or eliminate many 
of the inefficiencies which have crept .into the motor 
carrier industry during 40 years of regulatory control. 
Where regulation is acknowledged as necessary to protect 
the public interest, the bill will streamline and improve 
such regulation. For instance, the bill eliminates gaps 
in present safety enforcement statutes to improve the 
already high overall safety record of the motor carrier 
industry. 

The importance of regulatory reform to improve our 
transportation system cannot be overemphasized. I urge 
the Congress to give this measure serious consideration 
at the earliest possible date. 

THE WHITE HOUSE, 
November 13 1 1975 

GERALD R. FORD 

# # # # # 
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EMBARGOED FOR RELEASE 
UNTIL 12:00 NOON (EST) 

November 13, 1975 

Office of the White House Press Secretary 

---------------------------------·----------------------------
THE WHITE HOUSE 

FACT SHEET 

ADMINISTRATION'S REGULATORY REFORM PROGRAM 

President Ford has adopted as a principal goal of his 
Administration the reform of Government regulation. He has 
ordered a critical review of all Federal regulatory activi­
ties to eliminate regulations which are obsolete and 
inefficient in today's economic environment -- regulations 
that contribute to higher prices, reduced efficiency, less 
consumer choice, and fewer imaginative ideas. The goal of 
the President's program is the development of a rational 
and efficient regulatory system serving today's needs. 

BACKGROUND 

Regulatory reform is not a new idea. The need for reform has 
been recognized by every President since Harry S Truman. 
HoweverJ changing economic conditions have increased public 
~wareness of the need for reform. On August 25, 1975, President 
~ord said: 11We will establish as a national policy of economic 
:ife, that Government regulation is not an effective substitute 

for vigorous American competition in the marketplace. 11 The 
opportunity for change is greater than ever before. Therefore, 
the Administration has initiated an unprecedented program of 
legislative and administrative action: 

PRINCIPAL OBJECTIVES OF THE PROGRAM 

1. ~enefit consumers ~ encouragin~ increased competition. 
Competition fosters innovation, encourages new business, 
creates new jobs, ensures a wide choice of goods and 
services and helps to keep prices at reasonable levels. 
By eliminating arbitrary barriers to entry and increas­
ing pricing flexibility, the Administration hopes to 
restore competition in the regulated sectors of the 
economy. 

2. Increase understanding of the costs of regu~ation. Often 
the real costs of regulatory activities are hidden from 
public view. Inefficient and outdated regulation costs 
consumers billions of dollars every year in unnecessarily 
high prices. The Administration believes that these 
costs should be subject to the same critical attention 
devoted to the Federal budget. 

3. Improve methods of achieving the objectives of regulation. 
In many instances, regulation is necessary, particularly 
in the health and safety areas. However, regulation can 
impose a considerable cost burden on the consuming public 
and on business. The Administration is concerned that 
public protection be achieved in the most efficient manner. 

more 
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4. Substitute increased antitrust enforcement for 
administrative regulation. Ih the past, regulation 
has often been a substitute for competition. The 
Administration is seeking to reverse this pattern 
and believes that antitrust enforcement has an 
important role in keeping costs and prices down. 

THE ADMINISTRATION'S PROGRAM 

Last October, the President initiated the reform program by 
asking Congress to sponsor jointly a National Commission on 
Regulatory Reform to study the problems of Government regu­
lation; but so far, no action has been taken by Congress. 
Accordingly, the Administration is pursuing specific reform 
initiatives. 

- Inflation Impact Analysis. Departments and Agencies 
are now required to analyze the inflationary impact 
or major legislative proposals, rules and regulations. 
This requirement is designed to measure the economic 
cost of Government regulations. 

- Council ~ Wage ~ Price Stability. One of President 
Ford's first official actions was creation of the 
Council to monitor the economy and to evaluate the 
economic impact of Government policies and regulations. 
Now, in its second year, the Council is placing in­
creased emphasis on identification of regulatory 
practices which create unnecessary cost burdens for 
consumers. 

- Expanded Antitrust Activity. In addition to providing 
for increased antitrust enforcement resources, the 
Administration is questioning antitrust immunity now 
granted to numerous industries. Many of the Adminis­
tration's legislative proposals will eliminate anti­
trust exemptions which are unnecessary and restrain 
competition. 

- Independent Regulatory Commissions. The President has 
met with the Commissioners of the 10 independent 
Regulatory Agencies to emphasize the importance of 
regulatory reform. He has asked the Commissioners to: 
analyze the economic costs and benefits of their 
actions; reduce regulatory delays; better represent 
consumer interests; and eliminate outdated regulation. 

- Commission ~ Federal Paperwork. The Commission has 
been established to study the impact of Government 
reporting requirements on businesses and individuals. 
To assure action in the short-run, the Administration 
is working now to eliminate unnecessary Government 
paperwork requirements. 

- Transportation Regulatory Reform. The Administration 
has developed specific legislative proposals to reform 
transportation economic regulation. 

more 
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. The Railroad Revitalization Act submitted in 
May seeks to rebuild a healthy, progressive 
rail system by eliminating outdated regula-
tory restrictions. It will enable the railroads 
to compete better with other forms of transportation. 

. The Aviation Act of 1975 was introduced in 
October and will improve the airline regu­
latory environment by fostering price 
competition and by allowing existing airlines 
to serve new markets and new carriers to 
enter the industry. 

. The Motor Carrier Reform Act will increase 
competition in the motor carrier industry 
and provide shippers and consumers with a 
wider range of services and prices. 

- Fair Trade Laws. The Administration strongly supports 
me-repeal or-Federal legislation permitting States to 
have fair trade laws. These laws, which allow manu­
facturers to dictate the retail price for their products, 
have been estimated to cost consumers $2 billion per 
year. 

- Financial Institutions Act. The Administration submitted 
in March the Financial InStitutions Act which will enable 
small savers to earn higher interest on savings accounts 
and provide more diversified financial services to all 
customers. 

- Securities. President Ford signed the Securities Act 
Amendments of 1975 in June to promote competition 
among stockbrokers and to establish a national stock 
market system. 

- Energy. To help assure adequate supplies of energy, 
the Administration has proposed legislation to de­
regulate the price of new natural gas and old oil. 

# # # # # 
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ADMINISTRATION'S REGULATORY REFORM PROGRAM 

President Ford has adopted as a principal goal of his 
Administration the reform of Government regulation. He has 
ordered a critical review of all Federal regulatory activi­
ties to eliminate regulations which are obsolete and 
inefficient in today's economic environment -- regulations 
that contribute to higher prices, reduced efficiency, less 
consumer choice, and fewer imaginative ideas. The goal of 
the President's program is the development of a rational 
and efficient regulatory system serving today's needs. 

BACKGROUND 

Regulatory reform is not a new idea. The need for reform has 
been recognized by every President since Harry S Truman. 
HoweverJ changing economic conditions have increased public 
awareness of the need for reform. On August 25, 1975, President 
Ford said: ''We will establish as a national policy of economic 
life, that Government regulation is not an effective substitute 
for vigorous American competition in the marketplace." The 
opportunity for change is greater than ever before. Therefore, 
the Administration has initiated an unprecedented program of 
legislative and administrative action: 

PRINCIPAL OBJECTIVES OF THE PROGRAM -·---
1. Benefit consumers ~ encouragin~ increased competition. 

Competition fosters innovation, encourages new business, 
creates new jobs, ensures a wide choice of goods and 
services and helps to keep prices at reasonable levels. 
By eliminating arbitrary barriers to entry and increas­
ing pricing flexibility, the Administration hopes to 
restore competition in the regulated sectors of the 
economy. 

2. Increase understanding of the costs of regulation. Often 
the real costs of regulatory activities are hidden from 
public view. Inefficient and outdated regulation costs 
consumers billions of dollars every year in unnecessarily 
high prices. The Administration believes that these 
costs should be subject to the same critical attention 
devoted to the Federal budget. 

3. Improve methods of achieving the objectives of regulation. 
In many instances, regulation is necessary, particularly 
in the health and safety areas. However, regulation can 
impose a considerable cost burden on the consuming public 
and on business. The Administration is concerned that 
public protection be achieved in the most efficient manner. 
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4. Substitute increased antitrust enforcement for 
administrative regulation. In the past, regulation 
has often been a substitute for competition. The 
Administration is seeking to reverse this pattern 
and believes that antitrust enforcement has an 
important role in keeping costs and prices down. 

THE ADMINISTRATION'S PROGRAM 

Last October, the President initiated the reform program by 
asking Congress to sponsor jointly a National Commission on 
Regulatory Reform to study the problems of Government regu­
lation; but so far, no action has been taken by Congress. 
Accordingly, the Administration is pursuing specific reform 
initiatives. 

- Inflation Impact Analysis. Departments and Agencies 
are now required to analyze the inflationary impact 
of major legislative proposals, rules and regulations. 
This requirement is designed to measure the economic 
cost of Government regulations. 

- Council ~ Wage and Price Stability. One of President 
Ford's first official actions was creation of the 
Council to monitor the economy and to evaluate the 
economic impact of Government policies and regulations. 
Now, in its second year, the Council is placing in­
creased emphasis on identification of regulatory 
practices which create unnecessary cost burdens for 
consumers. 

- Expanded Antitrust Activity. In addition to providing 
for increased antitrust enforcement resources, the 
Administration is questioning antitrust immunity now 
granted to numerous industries. Many of the Adminis­
tration's legislative proposals will eliminate anti­
trust exemptions which are unnecessary and restrain 
competition. 

- Independent Regulatory Commissions. The President has 
met with the Commissioners of the 10 independent 
Regulatory Agencies to emphasize the importance of 
regulatory reform. He has asked the Commissioners to: 
analyze the economic costs and benefits of their 
actions; reduce regulatory delays; better represent 
consumer interests; and eliminate outdated regulation. 

- Commission on Federal Paperwork. The Commission has 
been established to study the impact of Government 
reporting requirements on businesses and individuals. 
To assure action in the short-run, the Administration 
is working now to eliminate unnecessary Government 
paperwork requirements. 

- Transportation Regulatory Reform. The Administration 
has developed specific legislative proposals to reform 
transportation economic regulation. 
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. The Railroad Revitalization Act submitted in 
May seeks to rebuild a healthy, progressive 
rail system by eliminating outdated regula-
tory restrictions. It will enable the railroads 
to compete better with other forms of transportation. 

. The Aviation Act of 1975 was introduced in 
October and will improve the airline regu­
latory environment by fostering price 
competition and by allowing existing airlines 
to serve new markets and new carriers to 
enter the industry. 

• The Motor Carrier Reform Act will increase 
competition in the motor carrier industry 
and provide shippers and consumers with a 
wider range of services and prices. 

- Fair Trade Laws. The Administration strongly supports 
me-repeal or-Federal legislation permitting States to 
have fair trade laws. These laws, which allow manu­
facturers to dictate the retail price for their products, 
have been estimated to cost consumers $2 billion per 
year. 

- Financial Institutions Act. The Administration submitted 
in March the Financial Institutions Act which will enable 
small savers to earn higher interest on savings accounts 
and provide more diversified financial services to all 
customers. 

- Securities. President Ford signed the Securities Act 
Amendments of 1975 in June to promote competition 
among stockbrokers and to establish a national stock 
market system. 

-Energy. To help assure adequate supplies of energy, 
the Administration has proposed legislation to de­
regulate the price of new natural gas and old oil. 
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THE WHITE HOUSE 

WASHINGTON 

February 13, 1976 

MEMORANDUM FOR: JIM CANNON 

FROM: JUDITH RICHARDS 

SUBJECT: MVSS 121 (Air Br 

I attach the missing Tab A. See final version of standard 
at p.l5a. 

As to the mystical source of NHTSA independence, we are 
checking on the legal end - the political end is that this 
Administration has high visibility, is closely monitored 
by liberal members of Congress, and has entrenched staffers 
who sometimes have safety tunnel-vision and fail to do the 
kind of cost-benefit analysis which will shortly be manda­
tory under DOT's new intra-agency regulatory reform pro­
cedures. 

Attachment 
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MOTOR VEH!CLE SAFETY STANDARD NO. 121 

Air Broke Systems-Trucks, Buses and Trailers 

(Docket Nos. 70-16, 70-17; Notice No. 2) 

Sl. Scope. This standard establishes 'P'3rform­
ance and equipment requirements for brnking 

systems on vehicles equipped with air brake 

systems. 
52. Purpose. The purpose of · this standard is 

to insure safe braking performance under normal 

and emergency conditions. 

53. Application. [This standard applies to 
trucks, buses, and trailers equipped with air brake 
systems. However, it does not apply to a fire 
fighting vehicle manufactured before March 1, 

1976, or a heavy hauler trailer manufactured be­

fore September 1, 1976, or to any vehicle manu­
factured before September 1, 1976, that has a 
gross axle weight rating (GAWR) for any axle 

of 2±,000 pounds or more. two or more front, steer­
able axles with a GA WR of 16,000 pounds or­
more for each axle, or to any vehicle which, in 
combination with another vehicle, constitutes a 
part of an "auto transporter" as defined in S4. 

In addition, the standard does not apply to any 
\ehicle that meets any one of criteria (a) through 
(d), as follows: (40 F.R. 21031-~Iuy 15, 1975. 

Effective: 6/16/75)] 
(a) ·[An overall vehicle width of 108 inches 

or more; 
(b) An axle that has a GA \VR of 29,000 

pounds or more; 
(c) A s'P'3ed attainable in two miles of not 

more than 33 mph; or 
(d) (1) A speed attainable in two miles of 

not more than ,15 mph; and 
(2) No cargo- or passenger-carrying ca­

pacity; and 
(3) Either: 

(i) All-wheel drive: 
(ii) A steer able dr ive axle driven 

through gear reduction contained wi thin 
the wheel; or 

(iii) Two or more front steerable axles. 
( 40 F.R. 8953-March 4, 1975. Effective : 
3/1/75)] 

54. Definitions. 

"Air brake system" means a system that uses 
air as a medium for transmitting pre:,~t: re or 
force from the driver control to the service brake, 

but doe6 not include a system that uses com­
pressed air or vacuum only to assist the driver in 

applying muscular force to hydraulic or me­
chanical components. 

['Antilock system" means a portion of a serv­
ice brake system that automatically controls the 
degree of rotational wheel slip at one or more 
road wheels of the vehicle durine: brak-ing. 
(37 F.R. 3905-Februa.ry 24, 1972. - Effectiv;: 

9/1/74)] 

['Auto transporter" means a truck and a 
trailer designed for nse in combination to trans­
port motor vehicles, in that the towing vehicle 

is designed to carry cargo at a location ether 

than the fifth wheel and to load this cargo only 
by means of the towed vehicle. ( 40 F.R. 1426-
January 7, 1975. Effective: 1/1/75)] 

["Heavy hauler trailer" means a trailer with 
one or more of the following characte~istics :_ 

(1) Its brake lines are designed to P.dapt to 
separation or extension of ths vehicle frame ; 
or 

(2) Its body consists only of a platform 
whose primary cargo-carrying surface is not 
more than 40 inches above the ground in an 
unloaded condition, except that it may include 
sides that are designed to be easily removrcl;le 
and a permanent "front-end st ructure" as that 
term is used in § 393.10G of this ti tl~. (39 
F.R. 28161- August 5, 1974. E fTe.ctive: 1/ 1/ 
75)] ... 

(bv. 5/12/751 P ART 571; S 121-1 
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"Skid number" means the frictional resistance 
of a pavement measured in accordance with 
American Society for T~--ting and Matel."ials 
::\Iethod E-274-Gf>T at 40 m.p.h., omitting water 
delivery as specified in paragraph 7.1 of that 
method. 

["Speed attainable in two miles" means the 
speed attainable by accelerating at maximum 
rate from a standing start for t\\"o miles on a 
level surface. ( 40 F.R. 8953-March 14, 1975. 
Effective: 3/1/75)] 

55. Requirements. [Each vehicle shall meet 
the following requirements under the conuiti.ons 
specified in S6. (37 F.R. 3905-February 24, 
1972. Effective: 9/1/74)] 

55.1 Required equipment- trucks and buses. 
Each truck and bus shall have the following 
equipment: 

$5.1.1 Air Compressor. [An air compressor of 
sufficient capacity to increase air pressure in the 
supply and sen·ice resen-oirs from 85 pounds per 
square inch ( p.s.i.) to 100 p.s.i. when the engine 
is operating at the Yehicle manufacturer's maxi­
mum recommended rpm within a time, in seconds, 
determined by the quotient 

actual reservoir capacity X 25 
required reservoir capacity 

(37 F.R. 3905-February 24, 1972. Eflective: 
9/1/74)] 

55.1.2 Reservoirs. [One or more service reser­
yoir systems, from which air is deliYered to the 
brake chambers, and either an automatic con­
densate drain valve for each senice reservoir or 
[t supply reservoir between the service reservoir 
system and the source of air pressure. (37 F.R. 
3905--February 24, 1972. Effective : 9/1/74)] 

55.1.2.1 [The combined volume of all service 
reservoirs and supply reservoirs shall be at least 
twelve times the combined Yolume of all service 
brake chambers at maximum tra,·el of the pistons 
or diaphragms. (31 F.R. 3905-Februn.ry 21, 
J 972. Effective: 9/1/7<1] 

55 .1.2.2 [Each reservoir shall be capable of 
withstanding an internal hydrostatic pressure of 
fi,·e times the compressor cutout pressure or 500 
p.s.i., whiche,·er is _greater, for 10 minutes. (37 
F.R. 3905-February 24, 1972. Effective: 
9/1/74)] 

55.1.2.3 [Each service reserv-oir systf~m shall be 
protected against -loss of air pressure due to 
failure or leakage in the system between the 
senice reservoir and the source of air pressure, 
by check valves or equivalent devices whose 
proper functioning can be checked without dis­
connecting any air line or fitting. (37 F.R. 
3905-February 24, 1972. Effective: 9/1/74)] 

55.1.2.4 Each reservoir shall have a condensate 
drain valve that can be manually operated. 

[55.1.3 Towing vehicle protection system. If 
the vehicle is intended to tow another vehicle 
equipped with air brakes, a system to protect the 
air pressure in the towing vehicle from the effects 
of a loss of air pressure in the towed vehicle. 
(37 F.R. 3905-February 24, 1972. Effective: 
9/1/74)] 

55.1.4 Pressure gauge. [A pressure gauge in. 
each service brake system, readily visible to a 
person seated in the normal driving position, 
that indicates the service reservoir system air 
pressure. The accuracy of the gauge shall be 
within plus or minus 7 percent of the compressor 
cut-out pressure. (37 F.R. 3905-February 24, 
1972. Effective: 9/1/H)] 

S5.1.5 Warning signal. [A signal, other than 
a pressure gauge, that gives a continuous warn­
ing to a person in the normal driving position 
when the ignition is in the "on" or "run" position 
and the air pressure in the service reservoir sys­
tt~m is below 60 p.s.i. The signal shall be either· 
visible within the driver"s forward field of view, 
or both audible and visible. (37 F.R. 12495-­
June 24, 1972. Effective: 9/1/74)] 

S5.1 .6 Antilock warning signal. [A signal on 
each vehicle equipped with an antilock system 
that gives a continuous warning to a -persorr in 
the normal driving position 'vhen the ignition is 
in the "on" or "nm" position in the event of a 
total electrical failure of the antilock system. 
The signal shall be either visible within the 
driver's forward field of view or both audible, 
for a duration of at least 10 seconds, and con­
tinuously visible. The signal shall operate in the 
specified manner each time the ignition is re­
turned to the "on" or "run" position. (31 F.R. 
12495--,June 24, 1972. Effective: 9/1/74)] 

S5.1.7 Service broke stop lamp swi~ch. A 
switch "that lights the stop b.mps when the serv-ice 

mov. 5/14/74) PART 571 ; S 121-2 
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brake control is statically depressed to a point 
that produces a pressure of 6 p.s.i. or less in the 
serv-ice brake chambers. 

S5.2 Required equipment-trail~rs. Each 
trailer shall have the following equipment: 

S5.2.l Reservoirs. One or more reservoirs to 
which the air is delivered from the towing 
>ehicle. 

55.2.1.1 [A reservoir shall be provided that is 
capable, when pressurized to 90 p.s.i., of releasing 
the vehicle's parking brakes at least once and 
that is unafiected by a loss of air pressure in the 
service brake system. (37 F.R. 12495-June 24, 
1972. Effective: 9/1/'l4)] 

55.2.1.2 [Total service reservoir volume shall 
be at least eight times the combined volume of 
all service brake chambers at maximum travel of 
the pistons or diaphragms. (3'7 F.R. 12495--­
June 24, 1972. Effective : 9/1/7 4)] 

55.2.1.3 [Each resen·oir shall be capable of 
withstanding an internal hydrostatic pressure of 
500 p.s.i. for 10 minutes. (37 F.R. 3905-
February 24, 1972. Effective: 9/1/74)] 

[55.2.1.4 Each reservoir shall have a con­
densate drain valve that can be manually op­
erated. (37 F.R. 3905---February 24, 1972. 
Effective: 9/1/74)] 

[55.2.1.5 Each service reservoir shall be pro­
tected against loss of air pressure due to failure 
or leakage in the system between the service 
reservoir and its source of air pressure by check 
valves or equivalent devices. (3'7 F.R. 3905-
February 24, 1972. Effective: 9/1/74)] 

S5.3 (Service brakes-road tests. The service 
brake system on each truck and bus shall, under 
the conditions of S6.1, meet the requirements of 
S5.3.1, S5.3.3, and S5.3A when tested without 
udjustments other than those specified in this 
standard. The service brake system on each 
trailer shall, under the conditions of S6.1, meet 
the requirements of S5.3.2, S5.3.3, and S5.3.4 
when tested without adjustments other than those 
specified in this standard. Howen~r, the truck 
and trailer portions of an auto transporter (if 
both are manufactured after September 1, 1976) 
shall, in combination, meet the requirements of 

E~c!lve: January 1, 19'15 
Moren 1, 1975 

S5.3.1 as they apply to a single unit truck or bus, 
in place of the requirements of S5.3.2 as they 
apply to the trailer portion, and in place of the 
requirements of S5.3.1 as they apply to the truck 
portion in the loaded condition. ( 40 F.H. 1426-
January 7, 1975. Effective: 1/1/15)] 

55.3.1 Stopping distance-trucks and busas. 
[Except as provided in S5.3.1.2 and S5.3.1.3, 
when stopped six times for each combination 
of weight, speed, and road condition specified in 
S5.3.1.1, in the sequence specified in Table I, the 
vehicle shall stop at least once in not more than 
the distance specified in Table II, measured from 
the point at which movement of the ser\'ice brake 
control begins, without any part of the vehicle 
leaving the roadway and without lockup of any 
wheel at speeds above 10 mph except for 

(a) Controlled lockup of wheels allowed by 
an antilock systBm, or · 

(b) Lockup of whe.els on nonst.eerable axles 
other than the two rearmost nonliftable, non­
steerable axles on a vehicle wHh more than bvo 
nonsteerable axles. (39 F.R. 17550---May 17, 
1974. Effective: 3/1/75)] 

1. Burnish 

TABLE I 
STOPPING SEQUENCE 

2. Control trailer service brake stops at 60 mi/h 
(for truck-tractors tested with a control trailer 
trailer in accordance with S6.1.10.6). 

3. Control trailer emergency brake stops at 60 
mi/h (for truck-tractom tested with a control 
trailer in accordance with S6.1.10.7). 

4. Stops with vehicle at gross vehicle -weight 
rating: 

(a) 20 mi/h service brake stops on skid num­
ber of '75. 

(b) 60 mi/h service brake stops on skid num­
ber of '75. 

(c) 20 mi/h service brake stops on skid num­
ber of 30. 

(d) 20 mi/h emergency brake stops on skid 
numoor of 75. 

(e) 60 mi/h emergency brake stops on skid 
number of 75. 
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5. Parking brake test with vehicle loaded to 
gross ,·el1icle weight rating. 

6. StDps with '·ehicle at unloaded weight plus 
500 lb.: 

(a) 20 mi/h serv-ice brake stops on skid num­
ber of 75. 

(b) 60 mi/h service brake stops on skid num­
ber of 75. 

(c) 20 mi/h service brake stops on skid num­
ber of 30. 

(d) 20 mi/h emergency brake stops on skid 
number of 75. 

(e) 60 mi/h emergency brake stops on skid 
number of 75. 

7. Parking brake test with vehicle at unloaded 
weight plus 500 lb~ 

[39 F.R. 17550-1Iay 17, 1974. Effective: 
3/1/75)] 

[55.3.1.1 Stop the vehicle from 60 m.p.h. and 
20 m.p.h. on a surface with a skid number of 75, 
and from 20 m.p.h. on a wet surface with a skid 
number of 30, with the vehicle (a) loaded to its 
gross vehicle weight rating, and (b) at its un­
loaded vehicle weight plus 500 pounds (including 
driver and instrumentation). If the speed at­
tainable i.n 2 miles is less than 60 m.p.h., the ye­
hicle shall stop from a speed in Table II that is 
4 to 8 m.p.h. less than the speed attainable in 2 
miles. (37 F.R. 3905-February 24, 1972. 
Effecth·e: 9/1/74)] 

TABLE !I.-Stopping Distance in Feet 

Service Brake Emergency Brake 
Vehicle stopping distance stopping distance 
speed 

In Column 1 Column 2 Column 3 Column 4 
miles Skid Skid Skid No. 75 
per hour ~0. 75 No. 30 

20 33 54 83 85 
25 49 123 131 
30 6S 170 186 
35 00 225 250 
40 115 288 325 
45 143 358 409 
50 174 435 504 
55 203 520 G08 
60 245 613 720 

[39 P.R. 80-1-January 3, 1974. Efl'~tlve: 9/1/74] 

55.3.1.2 [\\''hen stopped in accordance with 
Sfl.3.1, with its brakes fully applied, a truck 
manufactured before ~eptember 1, 1976, that hns 
a front steerable non-driving axle with a GA \VR 
of 1G,OOO pounds or more, or a front steern.ble 
dri,·e axle with a GA WR of less than 18,000 
pounds, and a truck manufactured before Sep­
tember 1, 1975, that has a front steern.ble drive 
axle of any GA \VR, need not meet the require­
ment that it stop in the distance specified in 
Table II for stops on a surface with a skid num­
ber of 75 if the brakes on its front axle conform 
to the retardation formula and Column 1 values 
of S5.4.1. The vehicles must nevertheless meet 
the requirements of staying within the 12-foot 
lano and those relating to wheel lock-up. ( 40 F.R. 
12797-March 21, 1975. Effective: 3/21/75)] 

[S5.3.1.3 \Vhen stopped in accordance with 
S5.3.1, a truck or bus manufactured before· Sep­
tember 1, 1975, other than a truck described in 
S5.3.1.2, shall stop at least once for each speed 
and weight condition in not more than the dis­
tance specified in Table Ila, on a surface with a 
skid number of 75, instead of meeting the stop­
ping distances specified in Table II for stops on 
a surface with a skid number of 75. (39 F.R. 
39880-November 12, 1974. E11'ective: 3/1/75)] 

TABLE IIa.-Stopplng Distance In Feet, Skid No. 75 
Surface (Until September 1, 1975) 

Vehicle speed Service Brake Emergency Brake 
In miles stopping distance stopping distance 
per hour In feet In feet 

Column 1 Column 2 

20 35 85 
25 52 131 
30 72 186 
35 95 250 
40 121 325 
45 ]51 409 
50 183 504 
55 219 608 
60 258 720 

!39 F.H. 17550--Mny 17, J974. Effective: 3/1!75)1 

55.3.?. Stopping capobili~y-trailsrs. [When 
tested at each combination of weight, speed, and 
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road condition specified in 85.3.2.1, in the se­
quence specified in Table I, with air pressure of 
'90 psi in the control line and service reservoir 
system and with no application of the towing 
vehiclo's brakes, a trailer shall stop without any 
part of the trailer leaving the roadway and with­
out lockup of any wheel at speeds above 10 mph, 
except for 

(a) Controlled loch--up of wheels allowed by 
an antilock system, or 

(b) Lockup of wheels on nonsteerable axles 
other than the two rearmost nonliftn.ble, 
nonsteerable axles on a trailer with more 
than two nonsteerable axles. 

(39 F.R. 804--January 3, 1974. Effective: 
9/1/74)] 

55 .3.2.1 [Stop the vehicle from 60. m.p.h. and 
20 m.p.h. on a surface with skid number of 75, and 
from 20 m.p.h. on a wet surface with a skid num­
ber of 30, with the vehicle (a) loaded to it.; gross 
vehicle weight rating, and (b) at its unloaded 
vehicle weight plus 500 pounds (including in­
strumentation). (37 F.R. 3905-February 24, 
1972. Effective: 9/1/74)] 

55.3.3 Brake actuation time. [With an initial 
service resen-oir system air pressure of 100 psi, 
the air pressure in each brake chamber shall, in 
the case of trucks and buses, reach 60 psi in not 
more than 0.35 seconds measured from the first 
movement of the service brake control and, in 
the case of trailers, reach 60 psi in not more than 
0.25 seconds measured from the first movement 
of the service brake control. A vehicle designed 
to tow a vehicle equipped with air brakes shall 
be capable of meeting the above actuation time 
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requirement with a 50-cubic-inch test rcsen-oir 
connected to the control line coupling. A trailer 
shall meet the above actuation time requirement 
with its brake system connected to the test rig 
shown in Figure 1. (3!:> F.R. 17550---May 1'{, 
1974. Effective: 1/1/75 and 3/1/75)] 

55.3.4 Broke release time. [With an initial 
brake chamber air pressure of 95 psi, the air 
pressure in each brake chamber shall, in the case 
of truck3 and buses, fall to 5 psi in not more than 
0.50 seconds measured from the first movement 
of the service bmke control and, in the case of 
traile1.'6, fall to 5 psi in not more than 0.60 seconds 
measured from the first movement of the service 
brake control. A vehicle designed to tow another 
vehicle equipped with air brakes shall be capable 
of meeting the above release time requirement 
with a 50-cubic-inch test reservoir connected to 
the control line coupling. A trailer shall meet 
the above release time requi rement with its brake 
system connected to the test rig shown in Figure 
1. (39 F.R. 17550-May 17, 1974. Effective: 
1/1/75 and 3/1/75)] 

[55.4 Service brake system-.dyndmometer 
tests. When tested without prior road testing, 
under the conditions of 86.2,. each bmke as­
sembly shall meet the requirements of 85.4.1, 
S5.4.2, and 85.4.3 when tested in sequence and 
without adjustments other than those specifted 
in the standard. For purposes of the require­
ments of 85.4.2 and 85.4.3, an average decelera­
tion rate is the change in velocity divided by the 
deceleration time measured from the onset of de­
celeration. (37 F.R. 124~5--June 24, 1972. Ef­
fective: 9/1/74)] 

$5.4.1. Braka reta rdation force. [The sum of 
the retardation forces exerted by the brakes on 
each vehicle designed to be towed by anotJ1er 
vehicle equipped with air brakes shall be such 
that the quotient 

sum of the brake retardation forces 
sum of GAWR's 

relative to brake chamber air pre..;:;sure, shall have 
values not less than tho::;e sho·wn in Column 1 
of Table III, except that the values in the caf,e 
of each such vehicle manufactured before S ep­
tember 1, 197G, shall be those shown in Column 2 
of Table III. Retardation force shall be deter­
mined as follows: 
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TABLE III 
BRAKE RETARDATION FORCE 

BRAKE RETAUDATION BRAKE CHAMBER 
FORCE GAWR PRESSURE, p.s.!. 

Column 1 Column 2 Column 3 

0.100 0.06 20 
0.175 0.13 30 
0.250 0.20 40 
0.325 0.27 50 
0.400 0.34 60 
0.475 0.41 70 
0.550 0.47 80 

(40 F.R. 1426-January 7, 1975. Effective: 
1/1/75)] 

[ 55 .4.1 .1 After burnishing the brake pursuant 
to S6.2.6, retain the brake assembly on the inertia 
dynamometer. '\Vith an initial brake temperature 
l:et\veen 125°F. and 200°F., conduct a stop from 
50 m.p.h., maintaining brake chamber air pressure 
at a constant 20 p.s.i. l\Ieasure the average torque 
exerted by the brake from the time the specified 
nir pressure is reached until the brake stops and 
divide by the static loaded tire radius specified 
by the tire manufacturer to determine the re­
tardation force. Repeat the procedure six times, 
increasing the brake chamber air pressure by 10. 
After each stop, rotate the brake drum or disc 
until the temperature of the brake falls to be­
tween 125°F. and 200°F. (37 F.R. 3905-
February 24, 1972. Effective: 9/1/74)] 

[55.4.2 Brake power. 'Vhen motmted on an 
inertia dynamometer, each brake shall be capable 
of making 10 consecutive decelerations at an 
average rate of 9 f.p.s.p.s. from 50 m.p.h. to 15 
m.p.h., at equal intervals of 72 seconds, and shall 
be capable of decelerating to a stop from 20 
m.p.h. at an average deceleration rate of 14 
f.p .s.p.s. one minute after the lOth deceleration. 
The series of decelerations shall be conducted as 
follO\vs: (37 F.R. 390.5-February 24, 1912. Ef­
fective: 9/1/74)] 

[S5.4.2 .1 With an initial brake temperatur~ 
between 150°F. and :wooF. for the first brake 
application, and the drum or disc rotating n.t a 
spee(l equiYalent to 50 m.p.h., apply the brake and 
decelerate at an a\·erage deceleration rate of 9 

f.p.s.p.s. to 15 m.p.h. Upon reaching 15 m.p.h., 
accelerate to 50 ·m.p.h. and apply the· brake for a 
second time 72 seconds after the start of the first 
application. Repeat the cycle until 10 decelera­
tions have been made. The service line air 
pressure shall not exceed 90 p.s.i. during any de­
celeration. (37 F.R. 3905-February 2-1, 1972. 
Effective: 9/1/74)] 

[55.4.2.2 One minute after the .end of the last 
deceleration required by S5.4.2.1 and with the 
drum or disc rotating at a speed of 20 m.p.h., de­
celerate to a stop at an average deceleration rate 
of 14 f.p.s.p.s. The service brake line air pressure 
shall not exceed 108 p.s.i. (37 F.R. 3905-Feb­
ruary 24, 1972. Effective: 9/1/74)] 

55.4.3 Brake recovery. [Starting 2 minutes 
after completing the tests required by S5.4.2, the 
brake shall be capable of making 20 consecutive 
stops from 30 mph at an average deceleration 
rate of 12 ft/s/s, at equal intervals of 1 minute 
measured from the start of each brake applica­
tion. The service line air pressure needed to 
attain a rate of 12 ft/s/s shall be not more than 
75 lb/in2

, and not less than 20 lb/in2 for a brake 
not subject to the control of ::m antilock system, 
or 12 lb/in2 for a brake subject to the control of 
·an antilock system. (39 F.R. 17550-May 17, 
1974. Effective: 1/1/75 and 3/1/75)] 

55.5 Antilock sys~em. 

[55.5.1 Antilock system failure. On a vehicle 
equipped with an antilock system, electrical fail­
ure of any part of the antilock system shall not 
increase the actuation and release times of the 
service brakes. (37 F.R. 3905-Februaty 24, 
1972. EffectiYe: 9/1/74)] 

[55 .5.2 Antilock system power-trailers: On a 
trailer equipped with an antilock system that re­
quires electrical power for operation, the power 
shall be obtained from the stop lamp circuit. 
Additional circuits may also be used to obtain 
redundant somces of electrical power. · (37 F.R. 
3905-February 24, 1972. Effective: 9/ 1/74)] 

55.6 Parking brake system. [Each ,·chicle 
other than a trailer converter dolly shall have a 
parking brake system that under the conditions 
of S6.1 me.ets the requirements of S5.6.1 or 
S5.6.2, at the manufacturer's option, and the re· 
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quirements of 85.6.3 and 85.6.4. (39 F.R. 804-­
Januo.ry 3, 1974. Effective: 9/1/74)] 

[55.6.1 Static retardation force. ·with all other 
brakes rendered inoperative, the static retarda­
tion force produced by the application of the 
parking brakes on an axle other than a steerable 
front axle during a static drawbar pull in a 
forward or rearward direction shall be such that 
the quotient 

static retardation force 

GAWR 
ir. not less than 0.28. (37 F.R. 3905-February 
24, 1972. Effective: 9/1/14)] 

[55.6.2 Grade holding. "With all parking 
brakes applied, the vehicle shall remain sta­
tionary facing uphill and facing downhill on a 
smooth, dry Portland cement concrete roadway 
with a 20% grade, both (a) when loaded to its 
gross vehicle weight rating, and (b) at its tiD­

loaded vehicle weight plus 500 pounds (includ­
ing driver and instrumentation). (37 F.R. 3905 
-February ~1-, 1972. Effective: 9/1/74)] 

[55.6.3 Application and holding. The parking 
brakes shall be applied by an energy source that 
is not affected by loss of air pressure or brake 
fluid pressure in the service brake system. Once 
applied, the parking brakes shall be held in the 
npplied position solely by mechanical means. 
(37 F.R. 3905-Febrnary 24, 1972. Effective: 
9/1/74)] 

[55.6.4 Parking broke control-trucks and 
buses. The parking brake control shall be sep­
arate from the service brake controL It shall 
be operable by a person seated in the normal 
dri,·ing position. The control shall be identified 
in a manner that specifies the method of control 
operation. The parking brake control shall con­
trol the parking brakes of the vehicle and of 
any air braked nhicle that it is designed to tow. 
(37 F.R. 3905-February 24, 1972. Eflective: 
9/1/74)] 

[55.7 Emergency braking capability-trucks 
and buses. Each truck and bus shall have a 
braking system with emergency braking capa­
bility that meets the requirements of S:'i.7.1 or, 
at the manubcturer's option, the requirements of 
S5.7.2. (37 F.R. 3905-Fcbruary 24, 197:2. Effec­
tive: 9/1/71)] 

Effective: Jo nuaty 1, 19 7 5 

Moren 1, 1975 

[55.7.1" ~arking brake system wit:, automatic 
application . . Each \·ehiclc shall have a parking 
brake system acting on each axle, except steer­
able front axles, that conforms to 85.G and that 
meets the following requirements: (37 F.R. 3!:105 
-February 24, 1972. Effective: 9/1/74)] 

[55.7.1. 1 Automatic application. The parh.-ing 
brakes shall be automatically applied and the 
supply line to any towed vehicle vented to at­
mospheric pressure when the air pressure in all 
service reservoirs is less than the automatic ap­
plication pressure level. The automatic applica­
tion pressure le\·el shall be between 20 and 45 
p.s.i. (37 F.R. 3905-February 24, 1972. Effec­
tive: 9/1/74)] 

[55.7.1.2 Automatic braking performance. ·with 
the parking brake automatically applied, a ve­
hicle shall either be capable of meeting the . re­
quirements of 85.7.2.3, with distances measured 
from the point of automatic applicatio7l, or shall 
have a static retardation force not greater than 
have a static retardation force quot.ient not 
greater than 0.40 for any axle, determined in 
accordance with 85 .. 6.1. ( 40 F.R. 12797-March 
21, 1975. Effective: 3/21/75)] 

[55.7.1.3 Release after automatic application. 
After automatic application, the parking brakes 
shall be releasable at least once by means of a 
parking control. The parking brakes shall be 
releasable only if they can be automatically re­
applied and exert the force required by· 85.6 
immediately after release. (37 F.R. 3905-lfeb­
ruary 24, 1972. Effective: 9/1/74)] 

[55.7.1.4 Manual operation. The parking 
brakes shall be manually operable and releasable 
when the air pressure in the service reservoir 
system is sufficient to keep the parking- brakes 
from automatically applying. (37 F.R. 12495-
June 24, 1972. E tTect ive: 9/1/74)] 

[55.7.2 Modulatod emergency brcking system. 

Each vehicle that does not have a parking brake 
system that is automatically applied in the event 
of air pressure loss shall have a parking brake 
system conforming to 85.6 that is capable of 
manual application at any resen-oir sy::;tem prPs­
sure level, and shall have an emergency braking 
system th aL meets the following rcquii·ements: 
(37 F.R. 3905-February 2'1, 1972. Eflective: 
9/l/74)] 
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[55.7.2.1 Emergency braking control. The 
emergency brn.king system sh:tll be cont.rollecl by 
thci scn·icc brake control or the parking brake 
control. The control for the emergency braking 
system sh'lll control the brakes on any towed 
vehicle equipped with air brakes. (37 F.R. 3905 
.:_February 24, 1972. Efl'ective: 9/1/74)] 

[55.7.2.2 Emergency braking system failure. 
In the event of a failure of a valve, manifold, 
hake fluid housing, or brake chamber housing 
that is common to the service brake and emer­
gency braking systems, loss of air shall not cause 
the p~trking brake to be inoperable. (37 F.R. 
3905-February 24, 1972. Effective: 9/1/74)] 

55.7.2.3 Emergency braking stopping distance. 
[Except as specified in 85.7.2.3.1 and 85.7.2.3.2, 
when stopped six times for each combination of 
weight and speed specified in S5.3.1.1 on a road 
surface with a skid number of 75, with a single 
failure in the service brake system of a part de­
signed to contain compressed air or brake fluid 
(except failure of a common ,·alve, manifold, 
brake fluid housing, or brake chamber housing), 
the vehicle shall stop at least once in not more 
than the distance specified in column 3 of Table 
II, measured from the point at which movement 
of the brake control begins, 'vithout any part of 
the nhicle leaving the roadway, except that a 
truck-tractor tested at its unloaded vehicle weight 
plus 500 pounds shall stop at least once in not 
more than the distance specified in Column 4 of 
Table II. (39 F.R. 17550-May 17, 1974. Ef­
fective: 1/1/75 and 3/1/75)] 

55.7.2.3.1 [A truck manufactured before Sep­
tember 1, 1976, that has a front. steerable non­
driving axle with a GA WR of 16,000 pounds or 

· more, or a front steerable driYe axle with a 
GA IVR of less than 18,000 pounds, and a truck 
manufactured before September 1, 197fi, that has 
a front steern.ble drive axle of any GA \VR, must 
stop in accordance with S5.7.2.3 without any 
part of the vehicle leaving the roadway, but. need 
not stop in the distar1ces specified. (39 F.R. 
39880-:l\o\·ember 12, 1914. Ef1'edive: 3/1/75)] 

[55.7.2.3.2 ·when stopped in accordance with 
S5.7.2.3, a truck oi· bus manufactured before 
September 1, 1975, other than a truck descr~bed 
in S5.7.2.3.1, shall stop at least once for each 
speed and weight condition on a surface with a 
skid number of 75 in not more than the distance 
specified in Table Ua instead of meeting the stop­
ping distances specified in Table II fo·r stops on 
a surface with a skid number of 75. (39 F.R. 
39880-November 12, 1074. Effective: 3/1/75)] 

S5.8 Emergency braking capobility-trailers. 
[Each trailer other than a trailer converter dolly 
shall have a parking brake system that conforms 
to 85.6 and that applies with the force specified 
in S5.6.1 or 85.6.2 when the air proosure in the 
supply line is at atmospheric pressure. A trailer 
converter dolly shall have, at the manufacturer's 
option, (a) a parking brake system that conforms 
to S5.6 and that applies with the force specified 
in S5.6.1 or S5.6.2 when the air pressure in the 
supply line is at atmospheric pressure, or (b) an 
emergency system that automatically controls the 
service brakes when the service reservoir is at 
any pressure above 20 lb/in2 and the supply line 
is at atmospheric pressure. ( 39 F'.R. 804-­
January 3, 1074. Effective: 9/1/74)] 

S6. Conditions. The requirements of S5 shall 
be met under the following conditions. 'Where 
a range of conditions is specified, the vehicle 
must be capable of meeting the requirements at 
all points within the range. 

S6.1 Road test conditions. 

S6 .1 .1 [Except as otherwise specified the ve­
hicle is loaded to its gross vehicle weight rating, 
distributed proportionally to its gross axle weight -
ratings. (39 F.R. 804-January 3, 1974. Effec­
tive: 9/1/74)] 

56.1.2 [The infl:ttion pressure is as specified 
by the vehicle manufacturer for the gross vehicle 
weight rating. (37 F.R. 3905-February 24, 
1972. Efi'ective: 9/1/74:)] 

56.1.3 [Unless otherwise specified, the trans­
mission selector control is in neutral or the clutch 
is disengaged during all decelerations and during 
static parkin~ brake tests. (37 F.R 3905-Fcb­
ruary 24, 1072. Eft'ectiYc: 9/1/74)] 
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56.1.4 All vehicle openings (doors, windows, 
hood, tnmk, cargo doors, etc.) are in a closed 

. position except as required for instrumentation 
purposes. 

S6.l.5 The ambient temperature is between 
32° F. and 100° F. 

56.1.6 The wind velocity is zero. 

56.1.7 [Stopping tests arc conducted on a 12-
foot wide level roadway having a skid number of 
75, unless otherwise specified. The vehicle is 
aligned in the center of the roadway at the be­
ginning of a stop. (37 F.R. 3905-February 24, 
1972. Effective: 9/1/74)] 

S6.l.8 [The brakes on a vehicle manufactured 
before September 1, 1976, are burnished before 
testing, at the manufacturer's option, in accord­
ance with S6.1.8.1 or S6.1.8.2. The ·brakes on a 
vehicle manufactured on or after September 1, 
1976, are burnished before testing in accordance 
with S6.1.8.1. However, for Yehic1es with park­
ing brake systems not utilizing the service brake 
friction elements, burnish the friction elements 
of such systems prior to the parking brake test 
according to the manufacturer's recommenda­
tions. (39 F.R. 17550-May 17, 1974-. Effective: 
1/1/75 and 3/1/75)] 

56.1.8.1 [With the transmission in the highest 
gear appropriate for the series given in Table 
IV make 500 brake applications at a deceleration 
rate of 10 ft/s/s, or at the vehicle's maximum 
deceleration :t·ate, if not less than 10 ft/s/s, in the 
sequence specified in Table IV. After each brake 

TABLE IV 

Snub cond!tions 
Series Snubs (highe;;t speed specified) 

1 175 40 to 20 mph. 
2 25 45 to 20 mph. 
3 25 50 to 20 mph. 
4 25 55 to 20 mph. 
5 250 60 to 20 mph. 

[ 3V F.R. 804-Januury 3, l!l74. E ffect h·e: 9/ 1/74] 

application, accelerate to the speed specified 
and maintain that speed until making the next 
brake application at a point 1 mile from the 
initial point of the previous brake applicat ion. 
If a vehicle cannot nttn.in the specified speeJ in 
1 mile, continue to accelerate until the specified 
speed is reached or until the vehicle has tnne1ed 

E!f<lctiv•: January 1,. 1975 

MaKh 1, 1975 

1.5 miles from the initial point of the previous 
brake applic.ation. If during any of the brake 
applications specified in Table IV, the hottest 
brake reaches 500° F., make the remainder of 
the 500 applications from that snub condition 
except that a higher or lower snub condition 
shall be used as necessary to maintain an after­
stop temperature of 500° F.-+-50° F. Any auto­
matic pressure limiting valve is in use to limit 
pressure as designed, except that any automatic 
front axle pressure limiting valve is bypassed if 
the temperature of the hottest Lrake on a rear 
axle exceeds the temperature of the hottest brake 
on a front axle by more than 125° F. A byp:1ssed 
valve is reconnected if the temperature of the 
hottest brake on a front axle exceeds the tem­
perature of the hottest brake on a rear axle by 
100° F. After burnishing, adjust the brakes as 
recommended by the vehicle manufacturer. ( 39 
F.R. 39880--November 12, 1974. Effective: 
3/1/75)] 

[56.1.8.2 vVith the transmission in the highest · 
gear range appropriate for 40 mph, make 4:00 
brake applications from 4:0 mph to 20 mph at 
10 ft/s/s. After each brake applica.tion acc~le­
rate to 40 mph and maintain that speed until 
making the next application at a point 1.5 miles 
from the point of the previous brake application. 
After burnishing, adjust the brakes as recom­
mended by the vehicle manufacturer. (39 F.R. 
804-January 3, 1974. Efiecti\·e : 9/1/74)] 

[$6.1.9 Static parking brake tests for a semi­
trailer arc conducted with the front end sup­
ported by an unbraked dolly. The weight of 
the dolly is included as part of the trailer load. 
(37 F.R. 3905-February 21, 1972. ElTective: 
9/1/74)] 

- -
[56.1.1 0 In a test other than a static parking 

brake test, a truck-tractor manufactured before 
September 1, 1976, is tested at its gross vehicle 
weight rat ing by loading it without a trailer or, 
at the manufacturer's option, by coupling it to a 
flatbed semitrailer (hereafter, control trailer ) as 
specified in S6.1.10.1 to SG.l .10.7. In a. tes t other 
than a static parking brake t~>st , a truck-tractor 
manufactureJ on or after September 1, 1876, is 
tested at its gross vehicle weight rating by cou­
pling it to a control trailer as specified in S6.1.10.1 
to 8.6.1.10.'1. 
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56.1 .1 0.1 The control trailer conforms to this 
standard. 

S6.1.1 0.2 The center of gravity of the loaded 
control trailer is on the trailer's longitudinal 
centerline at a height of 66+3 in. above the 
groUJld. 

56.1.1 0.3 For a truck-tractor with a rear axle 
gross axle weight rating of 26,000 lb or less, 
the control trailer has a single axle with a gross 

. axle ·weight rating of 18,000 lb and a length, 
measured from the trans\·erse centerline of the 
axle to the centerline of the kingpin, of 258±6 in. 

S6.1.1 0.4 For a truck-tractor with a total rear 
axle gross axle weight rating of more than 26,000 
lb the control trailer has a tandem axle with a 
combined gross axle weight rating of 32,000 lb 
and a length, measured from the transverse cen­
terline between the axles to the centerline of the 
kingpin, of 390+6 in. 

56.1.1 0.5 The control trailer is loaded so that 
its axle is loaded to its gross axle weight rating 
and the tractor is loaded to its gross vehicle 
weight rating, with the tractor's fifth wheel ad­
justed so that the load on each axle measured 
at the tire-ground interface is most nearly pro­
portional to ths axles' respective gross axle 
weight ratings. 

56.1.10.6 [Test equipment specification. The 
control trailer's sen-ice brakes are capable of 
stopping the combination from the maximum 
speed at which the tractor is tested, under the 
conditions of 86.1, without assistance from the 
tractor brakes, in the distance found by multi­
plying the service brake stopping distance speci­
fied in Table II by the ratio: 

weight on all axles of combination 
weight on trailer axles 

with the tractor's fifth wheel adjusted as speci­
fied in 86.1.10.5, the trailer service resen-oirs 
pressurized to 100 lb/in2, and the trailer loaded 
so that its axle is at gross axle weight rating 
and its kingpin is at empty vehicle weight. The 
stopping distan~e is measured from the point at 
which movement of the nlve controlling the 
trailer brakes begins. The service brake cham­
bers on the trailer reach 60 lb/in2 in not le..<:S 
than 0.20 second and not more than 0.30 second, 
measured from the instant at which movement 

of the valve con(rolling the trailer brakes begins. 
(39 F.R. 17550-M:ty 17, 1974. Effective: 1/1/75 
and 3/1/75)] ·· -

S6.1.1 0.7 [Test equipment specification. The 
control trailer's emergency brakes are capable of 
stopping the combination under the conditions 
of SG.1 from the maximum speed at which the 
tractor is tested, without assistance from the 
tractor's brakes, in the distance found by multi-. 
plying the emergency brake stopping distance in 
column 3 of Table II by the ratio: 

weight on all axles of combination 
weight on trailer axles 

with the combination loaded in accordance with 
86.1.10.5. Stopping distance is measured from 
the point at which movement of the valve con­
trolling the trailer brakes begins. In the case of 
control trailers that utilize parking brakes for 
emergency stopping capability, the pressure in 
the trailer's spring parking brake chambers falls 
from 95 lb/in2 to 5 lb/in2 in not less than 0.50 
second and not more than 0.60 second, measured 
from the instant at which mo,·ement of the n1ve 
controlling the trailer's spring parking brakes 
begins. (39 F.R. 17550-)Iay 17, 1974. Effec­
tive: 1/1/75 and 3/1/75 )] 

[56.1.11 Special · drive conditions. A vehicle 
equipped with an interlocking axle system or a 
front wheel drive system that is engaged and 
disengaged by the driver is tested with the sys­
tem disengaged. (39 F .R. 804-January 3, 1974. 
Effective: 9/1/74)] 

[56.1.12 liftable axles. A vehicle with a lift­
able axle is tested at gross \·ehicle weight rating 
with the liftable axle down and at unloaded ve­
hicle weight with the liftable axle up. (39 F.R. 
804--January 3, 1974. Effective: 9/1/74)] 

[56.1.13 After September 1, 1975, the trailer 
test rig shown in Figure 1 is capable of increas­
ing the pressure in a 50 cubic inch rescn·oir from 
atmospheric to 60 lb/in2 in 0.06 second, measured 
from the first moYement of the service brake 
control to apply sen-ice brake preosure and of 
releasing pressure in such a resen'oir from 95 to 
5 lb/ in2 in 0.2~ second measured from the first 
monment of the sen·ice brake control to release 
service brake pressnre. (39 F.R 17550-~fay 17, 
197·1. Effective: 1/1/75 and 3/1/75)] 
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56.2 Dynamometer test conditions. 

56.2.1 The dynamometBr inertia for each wheel 
is equi,·alent to the load on the wheel with the 
axle loaded to its gross axle weight rating. 

56.2.2 [The ambient temperature is between 
75°F. and 100°F. (37 F.R. 3905-February 24, 
1972. (Effective: 9/1/74)] 

S6.2.3 [Air at ambient temperature is directed 
uniformly and continuously over the brake drum 

·or disc at a velocity of 2,200 feet per minute. 
(37 F.R. 3905-February 24, 1972. Effective: 
9/1/74)] 

56.2.4 [The temperature of each brake is 
measured by a single plug type thermocouple 
installed in the center of the lining surface of 
the most heavily loaded shoe or pad as shown in 
Figure II. The thermocouple is outside any 
center groove. (37 F.R. 3905-February 24, 
1972. Effective: 9/1/74)] 

56.2.5 [The rate of brake drum or disc rota­
tion on a dynamometer corresponding to the rate 
of rotation on a vehicle at a given speed is cal­
culated by assuming a tire radius equal to the 
static loaded radius specified by the tire manu­
facturer. (37 F.R. 3905-February 24, 1974. 
Effective: 9/1/74)] 

S6.2.6 [Brakes are burnished before testing 
as follows: Place the brake assembly on an in­
ertia dynamometer and adjust the brake as rec­
ommended by the brake manufacturer. Make 
200 stops from 40 mph at a deceleration of 10 
fpsps, with an initial brake temperature on each 
stop of not less than 315°F. and not more than 
385°F. Make 200 additional stops from 40 mph 

Eff.,ctive: Jonuory I, 1975 

March 1, 1975 

at a deceleration of 10 fpsps with an initial 
brake temperature on each stop of not less than 
4.50°F. and not m·ore than 550°F. After bnmi:;h­
ing, the bra.kes are adjusted as recommended by 
the brake manufacturer. (37 F.R. 3905-Feb­
ruary 21, 1972. Effective: 9/1/74:)] 

56.2.7 [The brake tBmperature is increased to 
a specified level by conducting one or more stops 
from '10 mph at a deceleratioh of 10 fpsps. The 
brake temperature is decreased to a specified 
le\-el by rotating the drum or disc at a constant 
30 mph. (37 F.R. 3905-February 24, 1972. 
Effective: 9/1/74)] 

FIGURE 2 
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Effoctlva: Jcr:uory 1, 1975 

Moren 1, 1975 

r.;orr.: These amendments wlll not be eC:ective until September 1, 1970, but are being publlsbed at this time !or the conven­
Ience or the subscriber. 

S5.7 [Emergency broka 5ystem-trucks ond 
buses. En ch vehicle shall be equipped with an 
emergency brake system which, under the con­
ditions o£ 8ti.l, conforms to the require,nents of 
85.7.1 through 85.7.4. The emergency brake 
system may be a part of the service brake system 
or incorporate portions of the service brake and 
parking brake systems. (40 F.R. 2!)89-January 
17, 1975. Effecti\-e: 9/1/76)] 

55.7.1 [Emergency brake system performance. 
'Vhen stopped six times for each combination 
of ·weight and speed specified in 85.3.1.1 on a 
road surface with a skid number o£ 75~ with a 
single failure in the service brake system of a 
part designed to contain compressed air or brake 
fluid (except failure of a common vah-e, mani­
fold brake fluid housing, or brake chamber hous­
ing), the Yehicle shall stop at least once in not 
more thon the distance specified in Column 3 of 
Table II, measured from the point at ".-hich 
movement of the senice brake control begins, 
without. any part of the \'chicle leaving the road­
way, except that a truck-tractor tested at its un­
loaded Yehicle weight plus 500 pounds shall stop 
at least once in not more than the distnnce 
specified in Column 4 of Table II. ( 40 F.R. 
2989-January 17, 1975. Efi'ective: 9/1/76)] 

S5.7.2 [Emergency brake system operation. 
The emergency brake system shall be applied and 
released, and be capable of modulation, by means 
of the service brake control. ( 40 F.R. 2989-
,January 17, 1975. Effective: 9/1/76)] 

[55.7.3. Emergency brcke system application 
and release. ·with all air resen·oirs charged to 
100 psi, and with a failure as specified in 85.7.1, 
the emergency brake system shall, by means of 
the sen-ice bruke control, be capable of not less 
than two applications and releases. as determined 
by brake chamber air pressure of 60 psi or more 
during the pressure phase of operation~ :md 
brake chomber air pressure of not more than 1 
psi during the pre,.surc release phase of opera­
tion. (40 F.R. 2989-.January 17, 1975. E!Tec­
tive: 9/1/ 76}] 

[55.7.4 Towing vehicle emergency broke re­
quirements. In addition to meeting the other 
requirements of 85.7, a vehicle designed to tow 
another vehicle equipped with air brakes shall-

(a) In the case of a truck-tractor in the un­
loaded condition and a single unit truck ·which 
is capable of towing an air-brake equipped 
vehicle and is loaded to gross vehicle weight 
rating, be capable of meeting the requirements 
of 85.7.1 by operation of the sen-ice brake con­
trol only, when the single failure in the sen·ice 
brake system consists of the trailer air control 
line or the troiler air supply line and air control 
line from the towing vehicle being vented to the 
atmosphere in accordance with 86.1.14; 

(b) In the case of a truck-tractor loaded to 
gross vehicle weight rating, be capable of meet­
ing 85.7.1 by operation of the sen-ice brake con­
trol only, when the single failure in the sen·ice 
brake system consists of the air control line from 
the towing vehicle being ,-ented to the atmosphere 
in accordance with 86.1.14; and 

(c) Be capable of modulating the air in the 
supply or control line to the trailer by means of 

' the service brake control with a single failure 
as specified in 85.7.1. (40 F.R. 2989-January 
17, 1D75. Effective: 9/1/76)] 

[56.1.14 In testing the emergency braking 
system of towing vehicles under 85.7.4(a) and 
85.7.1(b) the hose(s) is vented to the atmos­
phere at any time not less than 1 second and 
not more than 1 minute before the emergency 
stop begins, while the nhicle is moving at the 
speed from which the stop is to be made and any 
manual control for the towing Yehicle protection 
system is in the position to supply air ond brake 
control signals to the vehicle being towed. No 
brake application is made from the time the 
line ( s) is vented until the emergency stop begins 
and no manual operation of the parking brake 
system or towing vehicle protection system occurs 
from the time the line ( s ) is Yen ted until the 
stop is completed. ('!0 F.R. 2989-January 17, 
1975. Effective: 9/1/76)] 
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(Docket No. 75-16; Notice C2J 
PART 571--FEDER~L MOTOR VEHICLE . SAFETY STANDARDS -

Air Brake Systems 
This notice ~m1ends Standard No. 121, 

Air Brake Systems, 49 CFR 571.121, to 
establish new service brake system stop­
ping distances until January 1, 1978, and 
increase brake actuation and release 
times on trucks, buses. and trailers. This 
notice also excludes from the standard 
trailers with an ·unloaded vehicle weight 
that is not less than 95 percent of the 
·gross vehicle we:ght ratin~ <GVWR>, 
and o.ny other vehicle wiL~ an unloaded 
vehicle weight that is not less than 95 
percent of the GV\VR and which has a 
maxin1um speed of ~5 mph. 

RULES AND REGULATIONS; 

lock systems. and for sus• :·nsion ln whole 
or part of the st-1.ndard s re<tuirements. 
The deni::\ls were b:J.scd on N"""riTSA"s view 
that increased directional stahility Is 

· crit!cal to improvement of bmkc system 
pcrfonnance on heavy \" Chicles, part:cu­
larly articulated \"chicles. that share the 
htr.hway with passenger cars and other 
light vehicles. 

Vehicle m:mufacturcrs and component 
suppliers supported without exce;:Jtion 
the .increase in stopping distances. Addi­
tional discussions and data submitted by 
some manufacturers i!1dicate that sub­
stantial effort is being made to identify 
and control all of the variables which 
affect compliance ·of airbraked vehicles 
with Standard No. 121. Most ma.nufac­
turers recommended that the proposed 

· extended distances be m:cdc permanent, 
but the NHTSA concludes that inwm­
cient data exist at this time on which to 
base such a decision. Accordingly, the 
stopping distances are modified as pro­
posed for a period that ends Januar.Y 1, 
1978. The 1\'RTSA does not, therefore, 
accept the recommendations of Freight­
liner and !\rack for longer distances. o1· 
thn Frcightliner recommendation for 
testing at 55 mnh. 

The proposed l::tngu:cge has been modi­
fi~d to specify correctly the NHTSA's In­
tent to extend service brake stopping dis­
tan::es on a f;kid nt1mber 75 surface for 
all vehicles under S5.3.1.2 and S5.3.1.3. 
Also. the addi~ional sentence proposed· 
fnr 85.3.1.3 'iV-as essentially redundant in 
view of the modifications to Table na. 
and that sentence has been deleted. · 

Manufacturers also supported the pro­
posed increase in permissible brake r..ctu­
ation timing from 0.35 to O.tiO seconds 
for trucks and buses. from 0.25 to 0.35 
seconds for trailer converter dollies. and 
from 0.25 to 0.30 seconds for trailers 
other than trailer converter dollies. The 
A TA recommend,-d establishment of a 
minimum as well n.s maximum limit. 
While this suggestion may have merit. 
the NRTSA does not have sufficient time 
at this point to fuUy consider the sug­
gestion. and will therefore treat it as a 
petition for rolemaking. 

Bendix suggested that the increased 
actuation be permitted only for an in­
terim period, but the 1'-<"'HTSA has evi­
dence of degraded p erformance gen­
erated by the prese:1t timing which 
justifies a permanent chan g-e. Bendix is 
requested to suhmit any data for consid­
eratio!1. that support its view that su­
perior systems will exist by January 1. 
1978, that provide both a faster o.nd 
smoother r es;:>onse. 

/ 

,. 

·scvcr:>.l mru1ufacturers indicated thnt • 
the petitions for longer actuation timPs 
im plied the need for an increase i::l brake 
release times as well. White .\!otor Cor­
porn.ti::m supplied data suh'ltanthting 

. the Yi~w that optlmitation of mcreased 
brake a::tu :1tion times der;ends in p:cr t oa 
desi,:;n freedom Lo iJ;cren.;c tllc rdc::.~e 
time in the nece,;;-;..~.ry veJvin::. Although 
increased release tl:ncs were no~ pro­
posed by the June notice. a.."'l increase in 
r elease times comparable to actua t:on 
t imes was contemplated by the 1nte:~t 
of tile modifications to permit somewhat 
slower valve action. To nccomplish the 
intended r()vision , the N1iTSA concludes 
that it is in the public interest to modify 
both the actuation and. release time of 
S5.3.3 and S5.3.4 by an increase 1n· per­
missible timing of 0.05 seconds. Frue­
hauf's sugg2sted increase in trail er tim­
ing to 0.35 will be further considered. bt.:t 

· the NHTSA does not believe it necess:J.ry 
to act on th.is le\'el of increase without 
benefit of comments by . interested 
p ersons. 

The ATA. Consolidated. the :Milk In­
dustry Founclatlon, and H~.ckney Broth­
ers submitted arguments that the stop­
pin~ dist:l.nce nnd brake timing modifi­
cntinns were insufficient to solve fundn.­
ment'll cost and rcll abil!tv problems 
n.t.trib~t~d by them to Standard No. 121. 
The ATA cited rec:1ll camt):Jig-ns or anti­
lock s.vstcms as evid~'nce t..~at the pres­
ence of high-torn.ue front brakes on some 
trucks cre2. tes safetv · rroblems in th e 
event of antilock malfunction. The ATA 
;.1so asserted that "no lockup" perform-· 
.1ncc em tJ\dlers contributes !nsil;11ifi ­
cantly to P..i~h\".:ay so.fetv, ur..d as!.;:ed tha.t 
antilock, ir mandated. be required only 
on a vehicle's drive axles. 

Conso!idated relit'd on a manufactur-· 
er's sl?-tements of vehicle instabili ty wi th 
the 121 brr.ke systems as :1. ground for 
suspension of the stand:ud. T"ne com­
p::my also cited cost cst!mntes for the 
st:1.ndard. ·nnd requested thr.t they b-e 
substantially reduced by dropping the 
"no lockup" requirem<'nt entirely, or re­
quiring it only on the vehicle's drive 
axles, and by extending stopping dis­
tances to eliminate the requi!"cn:ent for 
front axle 121-type brakes. 'I'he 1'-<"'HTSA proposed reduction of 

Standard No. 12l's stopping distance re­
quirements (40 FR 24915, June 11, 1975) ,­
because data submitted by manufactur­
ers of air-braked vehicles and air brake 
components indic::;.ted tl)at variability of 
performr.nce of certain brak ing and re­
lated components could in some vehicles 
necessitate more aggressive brake pack­
ages than v.re des1rablc to achieve the 
stopping dist:mces contemplated in de­
velopment of the standard. The agency 
also proposed L.""lcreases in permissible 
brake actu2.tion t:mes to promote opti­
mum cycl::1;:; of tl1c ~-ntilock systems used 
by most manufacturers in meeting U1e 
stoppir.g dlst.."..nces. At the s::tme t ime. the 
agency der.ied the petitions of the Amer­
ican Trucl:in~ .'G:;ociations <ATAl and 
Consolidatl~d Fre:cihtways <Comolidatcd> 
!or ex tension or the rcq~ired stopping 
diStances as necessa:-y to eliminate the 
neccss.lty o! !1igh-to:que brn.kes and anti-

Freightliner Corporation repea ted its 
view thut ~ctuation and release times 
nrc design-restrictive without cor:·e-
5[)0nding safety beneRt . While the 
NHTSA is willing- to cor!sider r'reight­
lin(·r's view for fu tu re action. it Is noted 
that the .'\TA su:::r::estion of mln lr:1um 
r.:Hl maximum l!mits con:!icts dir~ctly 
wi th Frci r;h tl iner's point of view. In uny 
case, elimination of these requiremen ts · 
was not contempl::l.tcd by the scope of the 
prop,1s 'll and will not be undertaken at 
t.hls time. 

The NHTSA h as uncerb.ken an ext~n­
sive evaluation of the stanci:lrd's effect. 
on truck braking char:-.cter!stics. On0 
element of that eva!mttion is testin~ by 
the KHTSA's Safety Resen.rch I..abora­
tor:r of pre-121 and 121-equi11ped truck 
tractors. One series oi tests (on a drr su;:­
fa ce with a skid number somcy.hat 
hl;c:her tl::m 75) Included c stop iro:n _ 
60 .8 mphln 231.~ feet by a 1~1 -equipJ:ed 
Intern 9.tion:J.i Hn.rvcstcr tractor (with 
front axle Rnt tlock disconnected and a full brnb~ :-~pplica ti o !1.) P. nd :-. 1~1-
equip:Jcd t;-ailcr in which the fron t ;-:heel 
brnkrs never lo:k<'d up. T"nls ex;-Jerlcnce 
!ndic~t.c~ tlut 121-t yp~ fron~ br,\I.:C p:J.c!: ­
n~cs nred n ot be so r:r ~;rcssive a s to 
cre-ate n s:1fe ty h nzarJ In the ennt o! 
an anl!lock malft.:.!lctlon which c:oc:-a~ 
the notice of the driver. 

The NHTSA's moni torln:; oi the stand­
ard's 1mpkmc:1tatlon e..lso sup port 3 - I 3 r;;~~ 
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. RULES AND REGULATIONS 

NHTSA's position that the malfunctions No comments opposed Lhe exclusion o! experienced in initi:tl antilock produc- tr::l.iJers whose unloaded vehicle weight t!on and installation ue an inevitable is not Jess than 95 percent of the GVVVR, conscqui:nce of the intrcduction of a new and the standard is acc:)rdingly amended system in high production. Those mal- · to exclude this ve..11icle group. functio::s that have been determined to The State of California objected to b;, s::~fety-re!ated and t!Jat co:.~Jd result exclusion of light trailers (GVWR of in unsafe highway operation have been 10.000 pounds or less) on several grounds. recalled for remedy by the manufactur- Their comments point out that a light ers concerned. trailer built for low density loads can The NHTSA has evaluated Consol- be d:mgerously overloaded. The State idated's revised cost objections to the also cited the case with ·which higher standard. T'ne information submitted GVWR traUers could be derated in order does not modify the !-<'1-ITSA's earlier to take advantage of t...'le exclusion for conclusions. Accordingly, the NHTSA re- lighter vehicles. California also noted L11e n.lli.rms its decisions not to revise or re- increased complexity of enforcement of voke the standard as requested by the L11e standard with added exclusions of ATA, Consolidated. the :Milk Industry L11is type.. Altec Industries, which peti­Foundation . or Hackney Brothers. tioned for the exclusion, argued that the Consolidated characterized its com- exciusion should be broadened to 15,000 m2nts as both a petition for reconsider- pounds GVWR. On balance, the NHTSA ation and, in the alternative, as a peti- agrees with California. that the exclusion tion to modify the standard. A petition might create more safety problems than for reconsideration may ur.der 49 CFR safety benefits. In view of this conclu-553.35 be submitted in response to a sion, L11e agency has decided not to revise "rule" issued by the a;;ency, but the de- the standard's applicability 1n thls nial of a petition is net itself a "rule" respect. · v:ithin the me::ming of th:lt section. The l'.TRTSA also proposed exclusion Therefore Consolidated's ' 'petition for of vehicles with the following charac­reconsidera tion" is invalld. Considered teristics: a speed att..1.inablc in 2 miles in the alternn.tive as a petition for rule- of not more than 45 mph, an unloaded making to modify the standard, the vehicle we!ght that is not less than 95 NHTSA denies the -petition .for the rea.- percent of the vehicle GV\VR, and no sons noted. passenger-carrying capacity. M::mufac-Othei" comments to the docket re- · turers of those vehicles generally sup­quested chang-es to the standard which' ported the proposal but· expressed con­the NHTSA will consider further but fusion over each of the criteria.. The cannot dispose of at this time. The revl- largest quest:on arose over the ·meaning sions in this notice must be issued prior of what constitutes the "unloaded ve­to Sept-ember 1, 1975, so that manufac- hicle weight'. Crane Carrier, FMC Cor.: turers are not required to meet the 245- poration, The Heavy Specialized Carriers foot stopping distance which becomes ef.., Co:nference <HSCC), and Koehring fecti\·e September 1, 1975. TI1e issues, in point.ed to the signiilcant difference be­addition to others noted earlier, that will tween Lhe GVVVR and the actual travel­be further consida-ed arc: (1) Freight- ing v;eight of crane carrier models, con­liner's request for deletion o! the dyna- sidering special equipment which may or mometer requirements for the front axle; may not be included with L'le vehlcle as (2) PACCAR's request for modificatio::l optional or be permitted on the vehicle o! dynamometer requirements on the in transit. drive axles; and (3) seve~! manufac- The NHTSA has expressed the url­"\.::<:::s' requests for a decreased grade 1n J0aded vehicle weight criterion in terms tl:e p::cr:,ing brake requirement. T'ne defined in s 571.3 of 1ts regulations (49 NHTSA docs not agree with Freight- · CFR § 571.3) in a way which avoids LlJ.ese liner that the test surface an.d control problems r-aised by the manufacturers. As trailer s;:>ecl.fications are insufficiently defined, "unloaded vehicle weight" will objective, or that Lhc we t surface and normally be the GVWR of a vehicle emergency brake stopping distances need minus its rated cargo load and its as­to be i11creascd. Testing by U1e NHTSA signed occupa..'1t weight <at least 150 Safety Research Laboratory does not in- pounds). The rated cargo load would not dlcate a need to increase these dis- include the weight of portions of a vehicle tances. The agency will, of course , con- which are essential to its specialized tinue to evaluate any new dab. that Jndi- !unctJon wheL'ler or not they n.re re­catc more objective specifications ca n be moved in accordance with State rcgula­re<>.sonably implemented , or that longer tion for transit purposes. To arrive at · distances are o.dvisablc. _ "unloaded vehicle weight", a manufac-The t hird proposal !or modification of turer must only refer to the Gv""\VR h e· the standard was revlsio:.-1 of the stand- has assigned to h1s vehicle, and subtract ard's n.pplicability to e..-.;clude trail ers fro!!l !t the rat~d car;:;o load he bas as­With a GV\VR of 10,000 pounds or less, si;;:1ed plus 150 pounds for each occupant trailers v.lth r.n unloaded veh icle weight position. These calculn.tions are totally that ls not less .than 95 percent of its separate from the presence o! particular. GV\VR, and c.ny other vehicle that has optional equipment or necessary com­a maximum speed of 45 m ph, an unlon.ded ponents which may or may not be re­vehiclc -w·cight that is not le.ss than 95 moved for high-way travel. 
perce;1t o! !ts GVV{R, and no passenger- Manuiacturers n.nd L!J.e HSCC &lso ca.rryl!lg capacity, · · aske<t whetiler occupant. positions for 
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crew members such as flagman or crane 
operator could be provided without con­
stituting "passenger-carr:ying capacity". · 
The NHTSA uses th::! word pass~nge;- in 
_this context to mean a person who docs 
not help to operate the vehicle or its 
equipment, i .e ., who is not p::n oi an 
operating crew. Positlot'..S for the crew 
rtecesssry to op~rat.e a vehicle's sp.;.cial­
!.zed equipment would not disqualify a 
vehicle under the passenger-carrying 
criterion. 

Manufacturers recommended that the 
speed limitation of 45 mph be raised to 
50 mph to allow unrestricted travel on all . 
highway systems. The NHTSA remains · 
convinced that this equipment "ith a 
high center of gTavity and lirnited brak­
ing poses a safety problem when tra.Yel-­
ing at near highway speed in the now 

·of traffic. With the national speed limit 
at 55 mph, it is considered pruden t to · 
limit the speed o! air-braked vehicles 
without 121 brake systems to a maximum 
attainable speed of 45 mph. For the 
benefit of the HSCC, i~ is noted that the 
definition of maximum att.a.illable speed 
specifies n. level surface for the basis of 
speed determination. 

With regard to these vehicles, A:neri­
can-Coleman Company lus requesr.ed 
Li-lat all vehicles equipped wiLh a fr·ont 
steeral.Jle drive axle of 8,000 Pounds 
GAWR or more be excluded from the 
requirements of · Standard No.' 121. The 
NHTSA has already fully considered L'1 is 
request, and in a series or notices <30 
FR 40168, November 14, 197-!; 40 FR 4153, 
January 28, 1975; 40 :rR 8953, 'March 4, 

-1975), explained its reasons for not pro­
posing such an · exclusion. Ame.ican­
Coleman's petition is ::epetitious of its 
earlier petition and contains no new data. 

.for consideration. Accordingly, it is 
denied. 

In consideration of L11e foregoing, 
Standard No. 121 (49 CFR 571.121) is 

~ amended as follows: · · 
§ 571.121 [Amended) 

1. The lust sentence Qf S3 is amended 
to read: 

In addition, the st.:J.nd.ard does not ap­
ply to any trailer whose ur>Joc.ded vehicle 
weight is not less L'lan 95 perce::,t o! its 
GVWR. or any vehicle that meets any 
one of criteria. (a) t....lu'ough (d), as 
follows: 

<a) An overall vehicle v.idth of lOS 
inches or more; 

(b) An axle. that has a GA \VR of 
29,000 pounds or more; 

(c) A speed att..1.inable in 2 miles o! 
not more tlutn 33 m~h: or 

(d) (1) A speed aLt...'1inable in 2 miles 
o! not more L'l.an 45 m;:Jh; and 

(2) An unloaded vehicle >ielght that 
is not less than 95 percent of t.b.e vehicle 
G V\ 'iR ; and . 

(3) No passe!lber-carr:,-ing c::tv:.city. 
2. S5.3.L3 is amende-d to r e.ad: 
85.3.1.3 When stopped in accord:mce 

with S5.3.1, a trv.ck or bus manufactured 
before Janu:uy 1, 1978 , except as de­
scribed iu 85.3.1.2 and cer<.:.:'led uncer its 
provisions, shall stop at least once for 
each speed and weight condi~io11- iD not 
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more than the clist.,".ncc speciftcd in T a ble · lin, on a surf::>.ce wiLh n skid number o! 
75, instead of meeting t he stopping dis­
t:mces speciftcd i:::t Table II for stops on a surface with o. skid number of 75. 

3. 85.3.3 is amended to r ead: 
S5.:}.3 B rake gc;yatiglf time. WHh an ini tial service res.:?:-voir system alt· pres­

sure of 100 psi. the a ir pressure in each 
brake chamber shall, when me~ured fro:n t11e first movement of the service 
brake control. reach 60 psi in not m ore than 0.40 seconds in the case of trucks and buses, 0.35 seconds in the case of trv.iler converte: dollies, and 0.30 seconds in the case of trailers other than trailer converter dollies. A vehicle desig!l ed to tow a vehicle equipped \vith air brakes shall be capable of meeting the above actuation time requirement with a 50-

cubic-inch test reservoir connected to the control line coupling. A trailer. including a trailer converter dolly, shall meet the 
above actuation. time requirement with its brake system connected to the test rig shov.n in Figure 1. 

4. S5.3.4 is amended to read: 
S5.3.4 Brake release time. With an initial service brake chamber air pres­

sure of 95 psi, the air pressure in each· brake chamber shall, when measured from the first movement of the service brake control, fall t.:> 5 psi in not more · than 0.55 seconds in tl1e case o! trucks and buses, and fall to 5 psi in not more 
than 0 .65 seconds in the case of trailers, including trailer converter doll!es. A ·vehicle designed to tc)\\' another vehicle equip;:>ed wiLIJ. air brakes shall be capable 
of meeting the above release time re­
quirement with a 50-cubic-inch ·test 
reservoir connected to the control line coupling. A trailer, including a tra\Jer converter dolly, s!lall meet the above re­
lease time require:nents with its brake system connected to tl1e test rii[ shown 
in Figure 1. 

5. Table ITa is amended to read: 
TABLE IIA.-Slopping disla,~ce in feel, skid 

No. 75 surface 
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Effective date: .August 27, 1975. Be­
causc"tfi'ese amendments do not impose 
additional requirements on any person 
and because they must replace provisions 
effective September 1, 1975 , it ls found for 
good C?.use shown to be in tile public in­
terest that tllcy become eiTectlvc sooner 
than 30 days following publication in 
,tho FEDERAL REGISTER. 

RUlES AND RFGULATJONS 

(Soc. 103, 119, Pub. L. J; '>-503, So" S t at. 713 
(15 U .S.C. 1392, 1107); delegation o! au-. thorlt y at 49 CF'R 1.51). · 

I ssued on August 25, 1975. 
RonEn:r L. CARTEn; · 

Acting Administrator. 
I F'R Doc.75-2230S Fllcx! B-2S...75; 11 :03 am} 
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cc: Hope 

-'-~ #.~ .... ~ . ·-· .,..') 
THE DEPUTY SECRETARY OF TRANSPORTATION. . 

MEMORANDUM FOR: 

SUBJECT: 

WASHINGTON, D.C. ~~05~~ ___...-~·" 

June 11, 1976 

JAMES CANNON 
EDWARD C. SCHMULTS 

Follow-up to the President's 
Meeting with Truckers 

As a follow-up to our meeting at the White House with the President, 
Governor Holshouser and the representatives of the trucking industry, 
I sent letters to LeeR. Sollenbarger of Transcon and Anthony Bozich 
of IML. Copies of these letters are enclosed. 

In addition, as you know, John Snow met with several of the trucking 
industry representatives in an adjourned meeting later in the after­
noon. Also enclosed is a memorandum reporting on that meeting. 

We have also reviewed again the pamphlet prepared to answer 
questions concerning the Motor Car rier Reform Act, and we have 
several additions and amendments in response to some of the points 
raised by the industry representatives at the meeting with the 
President. I will send you copies of the revised pamphlet as soon 
as they are available, which should be before the end of the month. 

Vftt-t)~ 
cr ohn w. Barnum 

Enclosure 

;' J 
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THE DEPUTY SECRETARY OF TRANSPORTATION 
WASHINGTON, D.C. 20590 

.. .. 

Mr. Anthony T. Bozich 
President 
IML 
Salt Lake City, Utah 

Dear Mr. Bozich: 

June 4, 1976 
... 

Enclosed is a copy of the study to which I referred at the 
White House meeting last week ("Motor Common Carrier 
Freight Rate Study for Nine Western States", Federation 
of Rocky Mountain States Inc., May 1975). 

The meeting at the White House provided an opportunity for 
a frank and for me very useful discussion. We continue to 
believe that by eliminating a number of antiquated rules and 
regulations which restrict management discretion, the 
performance of the industry would be enhanced. The Admin­
istration's proposed motor carrier reform legislation is 
designed to achieve this objective. 

I realize you have serious reservations about our proposed 
.legislation. I was particularly struck by the suggestion that 
the motor carrier industry would operate better in a com­
pletely unregulated economic environment than it would in 
the mixture of continued regulation and reform contained in 
the Administration's proposal. I would hope that we will 
have an opportunity to continue our discussion of the motor 
carrier regulatory reform issues. 

Sincerely, 

Enclosure 

/ 1 ~ /"'~ ~·I ' , /. .B 1LI"' k~ 
o ohn W. Barnum 
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THE DEPUTY SECRETARY OF TRANSPORTATION 
WASHINGTON, D.C. 20590 

.'.' 

Mr. Lee R. Sollenbarger 
Chairman, Transcon Lines 
P.O. Box 92220 
Los Angeles, California 90009 

Dear Mr. Sollenbarger: 

June 4, 1976 

... 

As I indicated to you at the White House last Thursday while we were waiting for the meeting with the President to begin, I would like to respond to some of the comments attributed to you in the · Journal of Commerce on May 19 criticizing a speech in which I had discussed the generally good performance of the exempt sector of the trucking industry. According to the article, you cited the current experience in Florida as an example of the breakdown of exempt service stating that unregulated trucking is not providing 11 prompt 11
, 

11 dependable 11 or 11 efficient 11 service there. 

I believe that my statement that farmers receive prompt and reliable service from unregulated truckers on their farm goods, while service to rural areas by regulated carriers on manufactured goods is spotty, is well supported by the facts. Let me revie\'J some of the evidence with you. 

1. In the mid-195o•s fresh and frozen poultry and fr·ozen fruits and vegetables were changed from regulated to exempt commodities. The USDA conducted a 11 before 11 and 11 after 11 study of rates and service which showed that rates dropped by 33 percent on poultry and 19 · percent on fruits and vegetables. Service improved dramatically. The exempt service became far more flexible and responsive to the individual needs of shippers. Trucks were readily available and there was greater willingness to haul less than full loads, to schedule deliveries by appointment, to make multiple stops for pick-ups or deliveries, and to serve small, out-of-the-way places. (Interstate Trucking of Frozen Fruits and Vegetables Under the Agricultural Exemption, by James R. Snitzler and Robert J. Byrne, Agricultural Marketing Services, USDA, Washington, D.C. MRR-316. March 1959. Interstate Trucking of Fresh and Frozen Poultry Under the Agricultural Exemotion, by James R. Snitzler and Robert J. Byrne, Agricultura -l Marketing Services, USDA, Washington, D.C. MRR-224. March 1958.) 

"'·# -~·-· .• a;; 
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2. In 1975 the USDA surveyed livestock shippers who use unregulated 
motor carrier service. Ninety-five percent expressed satisfaction 
with the service. (Livestock Trucking Services: Quality, Adequacy, 
and Shipment Patterns, by L.A. Hoffman, P.P. Boles and T.Q. Hutchinson, 
The Economic Research Service, USDA, Washington, D.C. Agricultural 
Economic Report No. 312, October 1975.) By contrast, the State 
regulatory comm issions in Utah, Wyoming and Ida ho surveyed small 
town shippers and receivers about t he service t hey received from 
regulated interstate motor carriers of regulated goods. Fifty-five 
percent of the respondents rated this service unfavorable. (Motor 
Common Carrier Frei ht Rate Stud for Nine Western States, Federation 
of Rocky Mountain States Inc., May 1975. (This is the study to 
which I referred at the meeting with the President.) 

3. Because shippers tend to switch to private carriage when they 
are dissatisfied with for-hire carriage, comparisons of the use of 
private carriage for hauling regulated versus exempt traffic are 
also useful. The 1975 USDA study cited above found that only one­
fifth of livestock shippers used private carriage; 66 percent of the 
respondents to the Rocky Mountain questionnaire reported that they 
used private carriage. The USDA studies of poultry and frozen fruits 
and vegetables of 1958 and 1959 cited above found that private 
carriage was used extensively when these products were regulated 
and decreased substantially when they became exempt. 

4. DOT interviews with retail shippers and receivers revealed 
numerous specific instances of unsatisfactory regulated motor 
carrier service. As I also mentioned at the meeting, a plumbing 
supplier in New Orleans says that it frequently takes three weeks 
to get a shipment from Dallas. There are too few carriers with 
the required operating authority to ensure prompt service. 

5. An Iowa State University study of regulated motor carrier 
service in rural Iowa found that regulated service is of uncertain 
quality and that smaller Iowa communities are highly dependent on 
private trucking for regulated goods movement. (Integrated Analys i s 
of Small Cities, Intercity Transportation to Facilitate the Achieve­
ment of Regional Urban Goa1s. Report No. DOT-TST-75-13, Office of 
University Research, Engineering Research Institute, Iowa State 
University. ) 

6. The ICC recently reported that most perishables are handled by 
exempt motor carriers and that very few complaints had been 
received by shippers concerning their motor carrier service on 
perishables. (Common Car-rier Newsletter, May 10, 1976.) 

.. ,. -
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Let me now address your statement that the recent Florida experience 
indicates the unreliability of exempt trucking. It does appear to 
be the case that occasionally there are short-term periods of 
insufficient equipment available in particular areas served by 
agricultural carriers. This is to be expected in times of peak 
demand, but I think the more important point is that such an 
imbalance is very quickly self-correcting in an unregulated 
environment. The shortage of equipment causes the rates to rise 
somewhat and that attracts the additional capacity needed. This 
process is now underway in Florida and reports we have indicate 
that the situation is correcting itself. As I am sure you know, 
part of the problem in Florida was caused by an unexpectedly large 
harvest and the unusual coincidence of two crops, citrus and 

· potatoes~ coming in at the same time. In addition, the problem 
was compounded by a failure of the railroad rates properly to 
reflect the peak demand. Nevertheless, a Florida Department of 
Agriculture official states that there have not been any major 
reports of crop losses due to unavailability of transportation 
equipment. 

-
The idea that the regulated carriers hav~ been called upon to 
11 bail out 11 the exempt carriers in Florida does not appear to be 
supported by the facts. There is simply more South-bound 
regulated traffic into Florida than North-bound regulated traffic 
out of Florida. Thus the regulated carriers in Florida compete 
for exempt commodities to balance out their loads. They haul the 
exempt commodities, particularly fresh fruits and vegetables, back 
to the northern markets in order to improve their equipment 
utilization and net income. In competing for exempt traffic, the 
regulated carri£rs have a decided advantage becaus~ the northern­
bound movement is their backhaul, while being the front haul (and 
often the only real revenue-producing haul) for the exempt carriers. 
The exempt carriers in Florida have complained bitterly to us about 
the inequity involved in their inability to carry regulated goods 
while the regulated carriers are free to compete for their traffic 
and, as they say, 11 Skim the cream. 11 

I hope the preceding comments are useful to you in interpreting 
my remarks in Chicago and I would be most interested in receiving 
your critique of this evidence if you find it unpersuasive. We 
are not saying that the exempt sector of the industry operates 
perfectly or that the regulated trucking industry is a failure. 
The regulaten industry has provided excellent transportation to 
many shippers; our point is -simply that it doesn•t perform as well 
as it could. We believe that, by elimiriating a number of 
antiquated rules and regulations which restrict management 

- .. ,.. .....,. 
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... 
discretion and by placing greater reliance on competitive market 
forces, the performance of the industry would be enhanced. 

The meeting with the President last week provided an opportunity 
for a frank and for me very useful discussion. I was particularly 
interested in the suggestion that the motor carrier industry 

4 

would operate better if there were no economic regulation whatsoever, 
rather than the mixture of regulation and reform which we have 
proposed for a transition period. I regret that I was not able 
to join the adjourned meeting that afternoon but I would very much 
like to resume our exchange of facts and views at the convenience 
of you and your associates. 

Sincerely, 

I AJffu ;<7 ~ . 
/ . "~ t.... L.._r)(f:;;~ 
~ John W. Barnum 

i 



Form DOT F 1320.1 (1~7) 

UNITED STATES GOVERNMENT 

Memorandunl 

suBJEcT, Follow-up Meeting with Truckers 

FRoM , Deputy Under Secretary 

To , The Deputy Secretary 

DEPARTMENT OF TRANSPORTATION 
OFFICE OF THE SECRETARY 

DATE: June 10, 19 76 
In reply 
refer to: 

Following the meeting in the White House with the President, Governor 
Holshouser and representatives of the trucking industry, a follow-up 
meeting was held in my office with Robert H. Shertz, Vice Chairman, 
RLC Corporation, John L. Tormey, Chairman, Roadway Express Inc. 
and Richard Hinchcliff, Managing Director, Technical Services 
Division, ATA. The purpose of this follow-up meeting was to review 
with the trucking industry people the studies which the Department had 
undertaken and the other evidence underlying our motor carrier regulatory 
reform effort. 

Mr. Tormey challenged us to provide him with any evidence that 
problems existed with the performance of the trucking industry asking 
for documentation of the problems, the source of the complaint, and 
the evidence verifying the complaint. There followed an extensive 
discussion of the research which we had undertaken on the motor carrier 
industry and the problems associated with its regulation. 

As evidence of the problems with regulation, we cited the results of 
our shipper surveys which show that shippers desire a different level 
of price and service options than are being made available. Many 
shippers desire better service and are willing to pay higher prices, 
while the transportation requirements of other shippers lead them to 
prefer a lower quality service with corresponding lower prices. We 
reviewed with the trucking industry people evidence showing that 
shippers turn to private carriage because of dissatisfaction with 
regulated carriage. 



We also provided numerous examples of the wastes and inefficiencies 
associated with present regulation which our research has documented-­
e. g., circuity, empty backhauling, absense of backhaul authorities, 
excessive empty mileage, inability of shippers to get the service they 
desire, etc. After reviewing the evidence regarding the deficiencies 
with the present regulatory system and the resulting adverse effects 
on the performance of the carrier industry, the discussion turned to 
a review of the alleged adverse consequences of lessened economic 
regulation. 

Carrier representatives made the usual arguments against reduced 
economic regulation-- chaos, loss of service to small communities, 
cream skimming, monopolization, and price discrimination. We addressed 
each of these issues in turn and reviewed the evidence on each point. 

This phase of the discussion involved an extensive review of our analyses 
of cost structure of the trucking industry, the performance of the exempt 
agricultural carriers, and the service to rural communities issue. 

In the course of our discussions, we provided the industry people with 
copies of numerous studies which the Department has undertaken as 
well as a copy of the attached list of available studies. Needless to say, 
we did not convert the trucking industry people to our cause, but at 
least I think they left with a sense that the Department had done a great 
deal of analyses in support of its views, and that the motor carrier 
regulatory reform bill was not simply the product of theoretical, 
academic speculation. 

.~rl~. 
John W. Snow 

Enclosure 
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ITEMS AVAILABLE FOR PUBLIC DISTRIBUTION 

"RCCC Board Terms Private Trucking 'Fastest Growing Competitive Threat'" 

by Robert M. Butler, Traffic World, pase 21, 

Table 19c "Number of Certificates with Restricted One-Way Hauls" (Through 

December 31, 1964) [Source: Interstate Commerce Commission, Bureau 
of Economics, Profile of Property Industry Subject to I.C.C. Regulation, 

July 1965, p. 43] page 50. 

Tabular Results from Department of Transportation Retail Shipper Survey 

Numbers of Competing Carriers on Selected Routes (Draft} 

Memo to John Snow from Tom Domencich dated April 9, 1976, Subject: 
Market Structure in the Intercity Bus Industry 

[Attached] "Resource Allocation in Intercity Passenger Transportation," 
Theodore E. Keeler, Ph.D. dissertation, MIT, August 1971. 

An Answer to ATA's Pamphlet on Rate Bureaus 

An Answer to the ATA's Pamphlet on What the Experts Are Saying 

An Answer to ATA's Pamphlet on Competition in Transportation 

An Answer to ATA's Pamphlet on Empty Baekhauls 

An Answer to ATA's Pamphlet on the Cost of Transportation 

The Energy Use Implications of the Rail and Truck Regulatory Reform Bills, 

Sobotka & Company, Inc., MOntpelier, Vermont; Stamford, Connec~icut. 

Commercial Zones and Terminal Areas - Notice of Proposed Rulemaking, Ex 

Parte No. MC-37 (Sub. No. 26), Comments o~ the U.S. Department of Trans­
portation before the Interstate Commerce Commission, Washington, D.C., 

October 14, 1975. 

Economic Analysis and Regulatory Implications of Motor Common Carrier 
Service to Predominantly Small Communities, Submitted by R. L. Banks 

& Associates, Inc., 900 17th Street, N.W., Washington, D.C. 20006, 
a draft report to the U.S. Department of Transportation, pursuant to 
DOT-OS-50096. 

The Price Sensitivity of Shippers' Mode of Transport Selection and the 
Inter-Modal Allocation of Freight Traffic by Kenneth Duncan Boyer, 
Ph.D. dissertation~ University of Michigan, 1975. 

Letter to John Snow from James T. B. Tripp, Counsel, Environmental 
Defense Fund, dated March 4, 1976, with attachments. 

"Communications: Price Discrimination by Regulated Motor Carriers," 
by Josephine E. Olson, The American Economic Review, June 1972, 
pages 395 - 402. 
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''Regulation of Motor Freight Transportation: A Quantitative Evaluation 
of Policy," by James Sloss, Bell Journal of Economics and Management 
Science, Autumn 1970, Volume 1, No. 2, pages 327 - 366. 

Interstate Trucking of Fresh and Frozen Poultry under Agricultural 
Exemption, U.S. Department of Agriculture, Marketing Research Division, 
Ma~keting Research Report No. 224, March 1958. 

Interstate Trucking of Frozen Fruits and Vegetables under Agricultural 
Exemption, U.S. Department of Agriculture, Marketing Research Division, 
Marketing Research Report No. 316, March 1959. 

Supplement to Interstate Trucking of Frozen Fruits and Vegetables under 
Agricultural Exemption, U.S. Department of Agriculture, Supplement to 
Marketing Research Report No. 316, July 1961. 

Livestock Trucking Services: Quality, Adequacy, and Shipment Patterns, 
U.S. Department of Agriculture, Economic Research Service, Agricultural 
Economic Report No. 312, October 1975. 

Stability of Motor Carriers Operating Under the Agricultural Exemption, 
by Walter Miklius and Kenneth L. Casavant, prepared for U.S. Department 
of Agriculture under Research Agreement No. 12-17-04-8-917-X, August 
1975. 

Motor Common Carrier Freight Rate Study for Nine Western States, Final 
Report, prepared for Federation of Rocky Mountain States, Inc. in co­
operation_ with U.S. Department of Transportation, DOT-OS-40071, May 1975. 

Case Studies of Private Motor Carriage, Final Report, by Robert M. Sutton, 
Donald W. Weitz and Ronald S. Potter, prepared for U.S. Department of 
Transportation, Report No. DOT-OS-30017, November 1973. 

Safety Road Checks, Motor Carriers of Property, January through June 1973, 
U.S. Department of Transportation, Federal Highway Administration, June 
1974. 

1973 Accidents of Motor Carriers of Property, U.S. Department of Transpor­
tation, Federal Highway Administration, July 1975. 

Private Carriage Motivation and Impact of Rural Location PS-50367, Drake 
Sheahan/Stewart Dougall Inc., prepared for U.S. Department of Transpor­
tation, Report No. 2273, March 28, 1975. 

The Cost Structure of the Trucking Industry, by Richard Klem, U.S. Depart­
ment of Transportation (draft). 

"Effects of Regulation on Truck Utilization," by Edward Miller, Transpor­
tation Journal, Fall 1973, Volume 13, Number 1, pages 5 - 14. Also, 
Table, "Percent Carrying Loads by Truck and Body Types and Class of 
Operation," [Source: Federal Highway Administration Annual Truck Weight 
Study]. 
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Testimony from October 2, 1975 hearing on Motor Carrier Operating 
Authorities, pages 685 - 686. 

Evaluation of Potential Changes to Federal Economic Regulations Governing 
Private Carriage, Drake Sheahan/Stewart Dougall Inc., prepared for U.S. 
Department of Transportation, Industry Analysis Division, Report No. 
DOT-OS-40113, December 6, 1974. 

• 



July 13, 1976 

MEMORANDUM TO: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRE SIDE NT 

COUNCIL ON WAGE AND PRICE STABILITY 
726 JACKSON PLACE, N.W . 

WASHINGTON, D .C. 20506 

--tMcdUh 

EXECUTIVE COMMITTEE OF THE ECONOMIC POLICY BOARD, AND 
MEMBERS OF THE COUNCIL ON WAGE AND PRICE STABILITY ._,... 

I ; : --; Ji-J . -~ WILLIAM LILLEY II I t/v :_. 

MAJOR COLLECTIVE BARGAINING SETTLEMENTS IN 1976 

Attached are several papers prepared by the CWPS staff analyzing the 1976 Master Freight Agreement between the International Brotherhood of Teamsters (IBT) and the Trucking Employers, Inc. (TEl) and the 1976 electrical equipmer.t agreement between the General Electric Company and a coalition of unions in the electrical equipment industry. 

There are three papers presented for your review: 

Attachment A -- Analysis of the 1976 Master Freight Agreement 

Attachment B -- Cover letter to CWPS on the GE agreement 

Attachment C -- Analysis of the GE Agreement 

A draft cover letter to CWPS summarizing the Master Freight Agreement will be handed out at a meeting of the Executive Committee of the Economic Policy Board on Thursday, July 15. 

Attachments 
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RAFT 
AN ANALYSIS OF THE MASTER FREIGHT AGREEMENT 

Background 

In its background paper for major collective bargaining negotiations 
in 1976, the Council discussed briefly the structure and histo'ry of bar­
gaining in the trucking industry and described trends in teamster wages · 
and benefits and in industry revenues and costs ·over the last decade. 
The National ~1aster Freight Agreement covers approximately 400,000 m'embers 
of the International Brotherhood of Teamsters, and about 40,000 additional 
Teamsters in the Chicago area who bargain separately generally follow 
its economic tenns. Economic issu~s· such as pay and benefit increases 
are negotiated in national talks, with other contract items agreed upon 
in regional and local supplements. The Master Freight Agreement also 
has an impact on at least three other groups of workers: (l) about 250,000 
Teamster members in trucking who work under local agreements; (2) approxi­
mately another 250,000 nonunion workers in the trucking industry; and 
(3) workers in retail food and other industries because of Teamster members 
working in those industries. Since the agreement also affects the cost 
of motor freignt for industry in general, it is clearly of great signifi­
cance to the economy. 

Over the ten-year period from February 1966 through February 1976 
average hourly earnings of all drivers and platform men in the industt'Y 
(according to BLS figures) increased by 104 percent, while the Consumer 
Pdce Index during the same period rose about 74 percent. From February 
1973 to February 1976, however, the CPI rose 29.9 percent vJhil e average 
hourly earnings increased 22.2 percent. The following chart compares the 
ten-year change in average hourly earnings in trucking with the changes 
in contract construction and in all manufacturing: 

Average Hourly Earnings, by Industry 

2/66 2/76 $ Change % Change 
' 

Trucking and . '"' 
truck terminals $3.13 $6.38 $3.25 104 

Contract Construction 3. 81 7.47 3.66 96 
All manufacturing 2.67 5.04 2.37 89 

The trucking industry suffered a substantial 'decline in traffic 
during the recession in 1973-75, and profit margins were squeezetl as 
revenues fell more sharply than operating costs. The decline also 
contributed to a substantia 1 reduction of 100,000 i.n industry emp 1 oyment 
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from 1973 to 1975. The industry has been improving with the recovery .of 
the national economy, and this improvement has probably also been mani­
fested in increased labor productivity . (measured by output per. employee 
due to lack of data on hours). No data on trucking industry productivity 
are available beyond 1973; unpublished government data indicate a slow­
down in the rate of productivity growth in 1973: 

1970 and 1973 Settlements 

The Master Freight Agreement reached on April 1, 1970 provided for 
three hourly wage increases of 90 cents, 50 cents, and 45 cents, or a 

~ total of $1.85 per hour over a 39-month period ending June 30, 1973. 
The percentage increases were 21.3 percent in the first year and 43.8 
percent over the 39-month period -- for an annual average increase of 
11.8 percent over the life of the contract. Employer contributions to 
pension and health and welfare benefit trust funds were increased from 
$19.50 per week per worker to $27.50 per week per worker over the 39 
months. Combining wage and trust fund contribution increases into a 
package, the total negotiated increase over the 39-month life of the 
contract was 43.5 percent -- or nearly 12 percent per year. 

The 1970 contract also provided for cost-of-living increases of 
one cent per hour for every 0.3 point rise in the Consumer Price Index 
in the second and third years of the agreement, with an annual maximum 
or "cap" of 8 cents per hour. Under this provision workers were granted 
an additional 16 cents per hour in wage increases, bringing the totaf 
39-month package to 47.0 percent or an annual average rate of increase 
of 12.6 percent over the life of the contract. 

The 1973 negotiations took place under markedly different circum­
stances -- with wage and price controls in effect and the Cost of Living 
Council administering a 5.5 percent guideline for wage increases (with 
exceptions permitted for specified reasons). Three wage increases of 
35 cents, 30 cents, and 30 cents were negotiated for a 33-month period 
from July 1, 1973 through March 31 , 1976. After the 16 cents in cost­
of-living increases from the prior contract were rolled into the base 
wage rate, the percentage increases were 5.8 percent in the first year 
and 15.7 percent over the 33-month life of the contract -- an average 
annual increase of 5.4 percent. Contributions to benefit trust funds 
increased from $27.50 per week to $43.50 per week.~ The total negotiated 

· *This substantial increase in benefit contributions was possible during the· 
controls period for three reasons: {1) there was .an additional allowance 
for benefit increases beyond the 5.5 percent wage guideline; (2) there was 
no limitation on benefit increases until benefits equalled a certain percent­
age of total compensation; (3) only the ~ortion of the increased contribu-
_tions resulting from nev-1 or additional benefits was "chargeable," while 
the portion needed to maintain existing benefits at higher cost ~as not. 
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package of wage and benefit trust contribution increases was 20.0 percent 
over 33 months -- an annual average increase of about 6.9 percent. The 
agreement retained the cost-of-living clause, but raised the annual cap 
in the second and third years from 8 cents to 11 cents. This ~lause 
generated an additional 22 cents in wage increases, bringing the total 
package for 33 months to 23.2 percent or 7.9 percent per annum-- compared 

.to 12.6 percent per annum in the prior agreement. 1 

Terms of the 1976 Settlement 

As 1976 negotiations began, Teamsters working under the Master Freight 
Agreement were among the highest paid hourly workers in the economy, with 
hourly wages exceeded only by workers in a few industries such as construc­
tion, auto assembly, steel blast furnaces, Class I railroads, and coal 
mining. After a brief three-day strike the International Brotherhood of , 
Teamsters (IBT) and Trucking Employers, Inc. (TEI) agreed on a new Master 
Freight Agreement to run for 36 months, from April l, 1976 through 
March 31, 1979.: Our analysis of the terms of the settlement will proceed 
through five steps: (1) determining the size of negotiated annual v1age 
increases; (2) calculating the additional impact of cost-of-living adjust-

.ments assuming various rates of inflation; (3) combining wage and cost­
of-living increases with increases in employer payments to trust funds for 
health and welfare and pension benefits to arrive at an overall calculation 
for increases in this 11 package 11 of wages and calculable benefits; 
(4) estimating the cost of 11 other 11 fringe benefit improvements that cannot 
be calculated so precisely; and (5) summing the cost of these 11 0ther\~ 
benefits and the estimated effect of 11 rol1-up 11 in the cost of ·existing 
benefits to arrive at an estimate of the increase in total compensation. 

Wage Incl~eases 

Hourly Rates: 

Mileage Rates:* 

·· Apri 1 1 , 1976 
April 1 , 1977 
Apri 1 1 , 1978 -

65 cents/hour 
50 cents/hour 
50 cents/hour . ,,.. 

Total - $1 .65/hour 

April1,1976 
Apri)l,l977 
Apri 1 l , 1978 

Total 

> 
,,, 

I ./ 

l cent/mile 
l-l/4 cents/mile 
·l-l/4 cents/mile 

3-l/2 cents/mile 

.. 
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Wage Increases (continued) 

*About one quarter of the workers covered by the 

Master Fre ~ ght Agreement are over-the-road drivers 

who are paid for driving time on a mileage rather 

than an hourly basis; these drivers do, however, 

receive the negotiated hourly rate for nondr~ving 

time. Total mileage rate increases under the 1970 

and 1973 contracts were 2.925 cents and 2.4 cents 

respectively. 

Using a calculated average base wage rate of $7.17 per hour the hourly 

rate increases are 9.1 percent in the first year, 6.4 percent in the 

second year, and 6.0 percent in the .third year. The total negotiated 

wage increase over the life of the contract is 23.0 percent, or an annual, 

rate of increase of 7.2 percent. By comparison, the negotiated average 

annual rates of increase over the life of the 1970 and 1973 agreements 

were 11.8 percent and 5.4 percent respectively. Using an average mileage 

rate of 18 cents per mile calculated from the prior contract by the IBT, 

the 3-1/2 cents per mile increase amounts to 19.4 percent over three years, 

or an average annual rate of 6.1 percent. This is a smaller increase than 

for hourly pay, but since over-the-road drivers are paid mostly on the 

basis of miles driven rather than hours worked, their total pay could increase 

at a faster or slower rate than the mileage allowance. The 55 miles per 

hour speed limit may h~ve reduced the earnings of these drivers somewhat, 

since they are not allowed to drive more than a certain number of hours per 

week; the extent of any such reduction has not been measured. 

Cost-of-Living 

The new agreement continues to provide for cost-of-living adjustments 

keyed to rises in the Consu~er Price Index, but the cap was removed from the 

provision. The formula provides for adjustments to be made as follows: 
. -~ 

April l, 1977 - One cent for every 0.4 point rise in the 

1957-59 base Consumer Price Index from 

January 1976 through January 1977. 

April l, 1978 - One cent for every 0.3 point rise in the 

1967 base Consumer Price Index from 

January 1977 through January 1978. 

The impact of this 11 Uncapped 11 cost-of-living clause on the ultimate size 

of the trucking settlement will . of course depend on how rapidly consumer 

prices rise during the life of fhe contract. The cost-of-living adjustment 
~ll 

' / 
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payable on April 1, 1977 is to be calculated on the basis of one cent .for 

every 0.4 point rise in the 1957-59 CPI; taking 1957-59 = 100 as the 

base period, the January index number was 193. The formula wo~ld produce 

the follo\~ing range of adjustments, depending on the pace of inflation, 

during the next year: 

% Increase 
in CPI 

5 
6 
7 

Projected Second-Year Wage Increase Under 

Alternative Inflation _. Rate Assumptions 

Cents/Hour Cents/Hour 

Cents/Hour Negotiated Total Wage 

COLA + Increase = Increase 

• 
24' 50 74 

29 50 79 

34 50 84 

As shown above, the second year wage increase would range from 74 cents 

to 84 cents if the CPI increases at a rate within the 5-7 percent range. 

The cost-of-living adjustment payable on April 1, 1978 is to be calculated 

on the basis of one cent for every 0.3 point rise in the 1967 CPI; taking 

1967 = 100 as the base year, the index number was 166.7. The third year 

\1/age increase could vary within the following range depending on the 

pace of inflation over the next two years: 

', 

% Increase 
in CPI 

5 
6 
7 

Projected 3rd Year Wage Increase Under 

Alternative Inflation Rate Assumptions 

Cents/Hour 
COLA + 

29 
35 
42 

Cents/Hour 
Negotiated 

Increase 

50 
50 
50 

= 

Cents/Hour 
Total Wage 

Increase 

79 
85 
92 

. -~ 

The third year wage increase would· vary from 79 cents to 92 cents if 

the CPI increase is within the 5-7 percent range.* Adding the increases 

for all three years results in the following range: 

*Of course rates of increases i~· the CP~ outside thf~ range would produce 

larger or smaller total wage increases. 
~ 

I ; 

.. 
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Total Life-of-Contract Wage Increases Under 
Alternative Rates of Inflation 

·% Increase Increases in Wages 
in CPI Base Wage ¢/Hr. % %/Year 

5 7.17 2.18 30.4 I 9.3 
6 7.17 2.29 31.9 9.7 
7 7.17 ·2'.41 33.6 10.2 

Recalling that the average increase in wages exclusive of cost-of-living 
adjustments is 7.2 percent, the table above indicates that the uncapped 
cost-of-living clause can be expected to add from 2.1-3.0 percentage 
points per year to the average annual negotiated wage increase. Retention 
of the 11 cents cap on cost-of-living adjustments would have added 0.9 
percent if the cap were reached, making the cost of 11 Uncapping 11 the 
clause somewhere between 1.2 and 2.1 percentage points per year (assuming 
5-7 percent inflation during the next two years). 

Pension and Health and Welfare Trust Funds 

Employer contributions to trust funds for pension and health and 
welfare benefits are a 1 so increased under the terms of the nev1 agreement. 
The increases are as follows: 

Health & Welfare Pensions 

April l , 1976 $3/week $3/week 
Aprill,l977 $3/week $3/vleek 
April l , 1978 $2/week $3/vleek .. 

Total $8/week $9/week . ,,. 
The combined level of payments into the two funds prior to the nev1 

contract was $43.50 per week; the first year increase of $6 per week 
(or 15 cents per hour based on a 40-hour wee~ is 13.8 percent, and the 
$17 per week (or 43 cents per hour.) increase for three years is 39.1 
percent, or 11.6 percent per year. When these increases in trust fund 
contributions are added to the negotiated wage increases and est~mated 
cost-of-living adjustments already analyzed the combined first-year 
package is as follows: 

> 
.,, 

/ .r 
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First-Year Increase in Wages and 
Trust Fund Benefit Contributions 

Base Dollar Change 

Hourly Wage Rate $7.17 $0.65 

Hourly Benefit 
Contributions 1. 09 0.15 

Hourly Tot a 1 8.26 0.80 

Percent- Change 

~, 

9.1 

13.8 

9.7 

Over the life of the contract wages and benefit contributions will 

increase between 31.6 and 34.2 percent if CPI increases stay within the 

5-7 percent range: 

, Life-of-Contract Increases in Wages and 

Contributions to Benefit Trust Funds 

Percent Increase in CPI 
5% 6% 7% 

Hourly Wage Increases $1.65 $1 .65 $1.65 

Cost-of-Living Adjustments . 53 .64 .76 

Hourly Increases in Trust 
Fund Contributions .43 .43 .43 

-

Total Hourly Increase $2.61 $2.72 $2.84 

Increase as Percent of Base 31.6 33.0 34.4 

Average Annual Percent .Increase 9.6 l 0. 0 . l 0. 4 

The average annual increase ~ in total negotiated wage ga i ns, estimated 

cost-of-living adjustments, and increased contributions to pension and 

to health and welfare trust funds would range from 9.6 percent to . . _ 

10.4 percent over the life of the contract -- not very different from 

the 9.3-10.2 percent range for wage and cost-of-living increases alone 

(assuming 5-7 percent inflation in both cases). 

It should be mentioned that ipcreased contributions to trust funds 

for pension and health and welfare benefits do not necessarily mean that 

workers are receiving additional benefits ·such as improved health care 

plans or higher monthly pensions; increased contributions are often required 

to pay the higher cost of maintaining existing benefits. The cost of healih 

care has been rising rapidly in . recent ~ears, so that health and welfare 

benefits constitute a growing share of total employment costs. In the 

case of the Master Freight Agreement, where the parties bargain over 

employer payments into jointly administered trust funds rather than over 

' ~-

,' 
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actual benefit provisions, it is estimated by the IBT and TEl that the 
$8 per week increase in contributions to health and welfare trusts over 
the life of the agreement could be absorbed entirely by rising health 
care. costs. The IBT calculations assume that health care costs will 
increase at a 10 percent annual rate; under this assumption $7 per week 
of the increase would be required to maintain existing benefits with 
$1 per week available for new benefits. ' 

It is also calculated by the IBT that the funding and vesting 
requirements of the Employee Retirement Income Security Act of 1974 
(ERISA) will absorb at least $8 pe~ week of the $9 per week increase in 
employer contributions to the pension trust over the three-year tenure 
of the agreement. The pension reform law establishes more stringent 
funding level requirements than are commonly observed, and provides for 
earlier vesting of benefit rights. These changes in funding and vesting 
requirements are of value to workers, since they provide greater 
assurance that benefits earned will be received; nevertheless, there 
will be little 'or no money available for increasing the actual level 
of benefits. 

Other Benefit Provisions 

There are several other provisions in the contract that will benefit 
workers and cost employers additional money, and they are summarized belmv: 

(1) Pension and health and welfare payments for 
-. casual and extra employees 

(2) sick leave 
(3) lodging 
(4) holiday pay for road -drivers 
( 5) air conditioning of truck tractors 

(l) Employers must no~ pay casuals and extras* 50 cents per hour, 
(up to $4.00 per day) to provide their own health and welfare insurance 
coverage if the applicable Supplemental Agreement (of which there ·frre 43) 
does not provide for payments to the Health and Welfare trust. Unless 
otherwise provided in the Supplemental Agreement employers must also pay 
up to $6.00 per day into the Pension Fund on behalf of such employees. 
Since there are 43 Supplemental Agreements \'lith varying provisions on 
casuals and extras -- and since employment of such workers tends to be 

*Casual and extra employees are hired to augment the regular work force 
during busy periods or vacation season. They are not on the seniority 
list. TEI estimates that they ~ ~ompose ·between 10 ~~rcent and 20 percent 
of the work force. 

·/1 
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irregular-- there is no reliable basis on which to estimate the potential 

cost of this provision. 

(2) Effective during the second and third years of the Master 

Agreement, all Supplemental Agreements must provide for three days of 

sick leave each year, to be paid for if unused. The three days are also· 

to be provided as additional days in Agreements-that already allow for 

sick leave. Thus, during the second and third years of, the contract· 

employers must pay for three additional days not worked; using average 

wage rates of $7.82 per hour for the Second year and $8.32 per hour for 

the third year and assuming a full .'t10rk year of 2,080. hours, the additional 

cost of this provision comes to 9 cents per hour in the second year and 

about 10 cents per hour in the third year. 

(3) Effective 90 days after ratification of the Agreement, _over-the­

road drivers are to be lodged in single rooms except in emergencies (and 

except in existing dormitories under specified circumstances). There are, 

roughly 100,000 road drivers covered by the Agreement, and they spend a 

substantial patt of their time on overnight hauls. According to TEI~ 

though, many of these drivers are already lodged in single room accommoda­

tions since there are fe\'1 of the old double room dormitory accommodations 

remaining. There are no solid estimates of how often this provision might 

be applicable, and so its additional cost cannot be calculated. 

(4) Over-the-road drivers who work on holidays are to be paid for 

four hours at straight time rates in addition to holiday pay. About 

25 percent of the drivers under the Master Agreement are over-the-road 

drivers, and TEl estimates that the average over-the-road driver wilt be 

on the road 2-3 holidays a year. Using the average wage rate of $7.17 

per hour and a 2,080 hour work year, the cost of this provision averaged 

over the entire Master Freight bargaining unit of 400,000 is probably not 

more than two cents per hour. · · 

(5) Newly manufactured* over-the-road tractors added to the road 

fleet after April 1, 1977 a~d assigned to road operations on a regular 

basis are to be air conditioned.' The cost of this provision is difficult 

to estimate. Sleeper cabs used on long-haul operations are already-air 

conditioned, so that the provision will apply only to single man cabs of 
4 

which there are an estimated 75,000 in opera~ion. According to TEl truck 

tractors have a useful life of three years. This means that the provision 

would apply to about 25,000 new tractors in both the second and third 

years of the contract. The instalJation cost of air conditioning is 

estimated to be $700 per tractor, and a rough estimate of annual maintenance 

*The contract also ·requires the parties to investigate the feasibility of 

retrofitting existing tractors .with air conditioning by April l, 1980; 

TEl does not believe it is feasible, but does not feel this will be an 

issue -- since existing tracto:s are likely to be phased out by that time. 

' / 
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costs is $250. Spreading the amortized cost of installation and the annual cost of maintenance ov~r the entire bargaining unit, we estimate the 
additional hourly cost of this provision to be 1.5 cents per hour in the second year of the. contract and 2.0 cents per hour in the third year. It is worth noting that the contract does provide for the establishment of joint committees in the various regional conferences to consider vtaiving the .installation requirement for climatic or other. reasons~ for this reason the total cost of this provision could be lower than that calculated above. Any savings, hmvever, could be offset by · lower fuel economy due to air 
conditioning units. 

The cumulative hourly cost of these other provisions -- to the extent that they can be estimated -- is thus about 2 cents in the first year, 12.5 cents in the second year and 14 cents in the third year: 

Provi·si on 

Extra Holiday Pay 
Sick Leave 
Air Conditioned Tractors 

Total 

Roll-up 
·. 

1st Year 

2¢ 

2¢ 

Cost 
2nd Year 3rd Year 

2¢ 2¢ 
9¢ 10¢ 
1. 5¢ _1i 

12.5¢ 14¢ 

One additional cost item sometimes overlooked in determining the cost of a collective bargaining contract is "roll-up•• -- the added cost of providing existing fringe benefits such as vacations and h6lidays which increase in cost with increases in the hourly wage rate. · For example, 
a 10 percent increase in wages also increases the cost of holiday pay to an employer by 10 percent since he must pay the higher wage rate for holidays as well as for workdays . Using a TEI figure of 80 cents per hour as a base for these benefits other than pension and health and welfare 
contributions and given the annual rate of increase in wages, the added cost of providing these benefits is as follows: ~ 

1st year - 8¢/hour 
2nd year 7 9¢/hour 
3rd year - 10¢/hour 

Using a total compensation base of $9.06 per hour* (7.17 wages+ 1.09 . trust fund contributions + 80 cents other fringe benefits) the total size of 
>·· 

*This does not include the cost of legally mandated payments for such items as Social Security, ~·Jorkman•s Compensation, etc. 
; / 



- 11 -

the wage and benefit increase in each year and over the life of the contract 

is shown below: 

Changes in Components of Total Compensation 

Life-of-the-Contract i 
(assuming 6 percent ann~al increase in C~I) 

1st' Year 2nd Year 3rd Year 

Wages $.65 
COLA 
Trusts .15 
Other Benefits* .02 
Roll-up .08 

Total Increase $.90 

Base Compensation 9.06 
Percent Increase 

in Compensation 9.9% 
Average Annual 

Percent Increase 

$.50 
.29 
. 15 
.09 
.09 

$1.12 

9.95 

11.3% 

$.50 
.35 
. 13 
. 01 
. 10 

$1.09 

11 . 06 

9.9% 

Total 

$1.65 
.64 
.43 
. 1 2 
.27 

$3.11 

9.06 

34.3% 

10.4% 

*Excludes estimated cost of air conditioning truck cabs~ 

The calculations above exclude the estimated cost of air conditioning 
truck cabs, because this kind of cost is not generally incJuded in the 

base compensation rate used to calculate percentage increases. Nevertheless, 

this cost is an additional cost of employment emerging from the agreement, 
and cannot be overlooked in .. considering the cost of the agreement. If it 

were included in the calculations it would add 3.5 cents to the overall 
totals -- raising the total thr~e-year cost increase to 34.7 percent 
(assuming a 6 percent inflation rate). ·~~ 

The total increase in compensation (excluding the air conditioning 
provision) over the life of the contract, as shown in the table above, is 
10.4 percent per year (with the largest increase in the second year) -­

compared to a 9.7 percent annual increase in wage~ alone. 

It is interesting to compare the negotiated increases in wages and 

benefits (excluding estimated cost-of-living adjustments) with similar 

figures reported by BLS for 1975 settlements covering 5,000 or more 
workers. The first year increase of 9.9 percent in the Master Freight 
Agreement falls in the bottom two-fifths of the distribution-- meaning 

0 
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that more than 60 percent of the first year increases negotiated in 1975 
were higher-- and is less than the average 1975 first-year adjustment of 
11.2 percent. There is, of course, a dispersion around any average, as 
indicated by the fact that 12 percent of workers in these large bargaining 
units received increases in 1975 of less than 6 percent, while 22 percent 
of them received more than a 16 percent increase. Over the life-of-the­
·contract the estimated Master Freight Agreement average annual negot1ated 
increase of 8.4 percent exceeds the 1975 average adjustment of 7.8 
percent for settlements covering 5,000 or more workers. 

The Impact on Costs and Prices 
I In order to trace the potential impact of the new Master Freight 

Agreement on costs and prices, it is important to explain briefly the 
relationship among total employee compensation, labor productivity, 
labor costs, profits, and prices. 

Increases 'in total employee compensation -- which amount to paying 
workers more for the same level of effort -- raise an employer•s labor 
costs. Increases in labor productivity -- which provide an employer with 
more output for the same level of effort -- lower the employer•s labor 
cost. The net impact of a collective bargaining agreement on costs, 
therefore, depends upon the relationship between compensation changes and 
productivity changes that result from the agreement. If productivity and 
compensation rise at the same rate, unit labor costs remain unchanged, 
while if productivity increases at a slower pace, unit labor costs rise.* 

The impact of higher labor costs, of course, depends upon the importance 
of labor costs as a portion of the firm•s total costs. 

Rising labor costs relative to ·capital costs may prompt employers to 
attempt to economize on their labor inputs, while rising ·prices for the 
good or service produced with the labor and capital may encourage consumers 
to substitute other goods a~d services. What this means for workers in 
a given industry is that in the long run there is a tradeoff at some point 
between gains in total compensation and the potential loss of empl~;ment 
security. The threat of large gains in compensation to employment security. 
is obviously weaker, however, if there are not substitutes for the 
particular goods or services that are rising in price, e.g., air or rail 
transport is not an alternative to truck transport for very short hauls. 
Large gains in compensation can also encourage firms in industries that 
are heavy users of trucking services to develop their own fleets, substi­
tuting private for common carriage. A study by the Regular Common Carrier 
Conference of the American Trucking Associations estimates that 40 percent . 

*Unit labor costs do not rise by precisely the difference between increases 
in compensation and productivity because•of different bases of calculation, 
but the variation is very slight. 

' / 
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of available tonnage already moves in private carriage. 
The effects of a collective bargaining settlement discussed so far are internal to the particular industry within which the settlement occurs. In order to assess the impact of a settlement on the national economy, it is necessary to take the analysis one step further to consider the impact of total compensation increases, and accompanying cost 1and 'price increases, in a particular industry on wage and benefit settlements and price increases in other industries. 

In . this regard a collective bar~aining agreement can have two kinds of effects on the economy. First, if prices in one industry increase as a result of a new settlement, costs in other industries which buy the good or service in question will rise. This is a direct effect which occurs when a collective bargaining agreement affects the price of a good or service which is not a final consumer product, but rather an intermediate good used by other industries. 

Second, compensation increases, or the price increases that may result from them, can have a demonstration effect on wages and prices in other industries. This is a more indirect effect, involving attempts to maintain or restore wage or price level relationships among different industries that are deemed customary or appropriate by the groups involved. 

Impact of the Master Freight Agreement 

The 1976 Master Freight Agreement can be viewed against this backdrop. As indicated above, total compensation per hour is increased by about 9.9 percent in the first year of the agreement. This increase in labor costs to employers, however, can be partially offset by increases in labor productivity. There are no hard data on labor productivity in trucking beyond 1973. If we assume that productivity is likely to increase by about 3 percent in the national economy, and productivity grO\AJth in trucking approximates this national average rate of increase, then the first year wage and benefit increase of 9.9 percent would raise unit labor costs by almost 7 percent. Since labor costs account for about 60 percent of total costs in the trucking industry, the 1976 fvlaster Freight • Agreement would raise total unit costs by slightly more than 4 percent under this assumption about productivity. The table below shows that the rise in unit labor costs resulting from this agreement would vary from about 7-9 percent as labor productivity increases .vary from l-3 percent. 

:4~ 
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Increases in Employee Compensation, Productivity, 
and Unit Costs, First Year of 1976 Master Freight 

Agreement (Apri 1 1, 1976 - March 31, 197A) 
.. ! 

Rate of Increase Estimated Increase 
in in 

Increase in Total 
Increase in Unit Costs Due to Labor 

Total C6mpensation Labor Productiviiy 

9.9 
9.9 
9.9 

1.0 
2.0 
3.0 

Labor Costs Cost Increases 

8.9 
7.9 
6.9 

5.3 
4.7 
4. l 

Total costs per unit can be expected to rise from 4-5 percent in the 
first year of the agreement as a direct result of the negotiated increase 
in wages and benefits. In addition, it is likely that fuel, maintenance 
and other costs may also increase as much as 7-9 percent, so that total 
cost increases in trucking during the first year of the Master Freight 
Agreement may be approximately as large as the estimated unit labor cost 
increases. 

The 9.9 percent total compensation increase in the first yea r is 
unlikely to be a significant factor contributing to an acceleration in the rate 
of inflation. First , this rate of increqse is certainly within the range 
of the expected average rqte of ch~nge in compensation for employees in major 
baraaininq units in 1976. H-ence.~ it is un1ikely to exert pl"essure which would 
11 pull up 11 the average noticeably. Second, productivity gains are likely 
to be healthy this year due in large part to the strong recovery in 
economy activity. Third, the 6 percent rate increase approved by the 
Interstate Commerce Commission in April 1976* is in line with the rate 
of increase in consumer prices expected by most economic forecasters for 
1976. Therefore, while the first-year terms of the agreement v1ii l .Dot 
contribute to a slowing of inflation below the expected rate of about 
6 percent, neither are they likely to contribute to a rise above that 
rate. 

-
The Council has received data from the U.S. Bureau of Labor Statistics 

that indicate the impact of a 6 percent increase in truck freight rates on 
prices in various industries as well as on the overall rate of inflation. 
The input-output model from which these data emerge has several limitations 
or qualifications that are important to note: (1) the model assumes that 
an increase in freight rates is due to p_roportional increases in all factor 
costs, and not just labor costs; (2) it is based on 1970 relative factor 
inputs; (3) it assumes unregulated freigh_t rates will rise by as much as 
regulated rates. Given these assumptions, the data show that the 6 percent 

' j 

.. 

*The 6 percent increase in trucking rates ' approved by the Interstate Ccmmerce 
Commission is an average of rates approved for the various regional motor 
carrier rate bureaus. 
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average rate increase just approved by the ICC will raise the GNP deflator 
by a little less than 0.2 percentage points. The impact varies consider­
ably across industries, from less than 0.03 percent in finance, insurance, 
and retail trade to 0.31 percent in food products, 0.25 percent in non­
residential construction, 0.23 percent in agricultural chemicals, and 
0.15 in household appliances. Since the model does not allow for any 
substitution effects, such as the ones mentioned earli~r, these estimates 
are likely to overstate somewhat the actual impact of the trucking rate 
increase on prices. 

Analyzing the impact of the agreement in subsequent years is more 
problematical because the rate of increase in total compensation is 
affected by the rate of increase in prices through the operation of the 
cost-of-living escalator contained in the agreement.* If we assume that 
the CPI will increase by 6 percent during the first year of the agreement, 
the total employment cost increase in the Spring of 1977 will exceed 
11 percent. If productivity grovJs by 3 percent, unit labor costs \<Jill 
rise by almost '8-1/2 percent, which increase in turn will raise total. costs 
by almost 5-1/2 percent exclusive of any increases in fuel or maintenance 
costs. If these cost increases are fully 11 passed through 11 to users of 
trucking via rate increases approved by the ICC, trucking rates wouid also 
increase by roughly 5-1/2 percent next year; if fuel and maintenance costs 
increase as rapidly as unit labor costs (8-l/2 percent) then trucking rates 
vmuld also rise by 8-l/2 percent. Furthermore, a 3 percent rise in labor 
productivity appears less likely in 1977 than in 1976 because the cyclical 
gains in productivity typical of the early stage of a recovery are likely 
to diminish somewhat as fi1111s build up their work fOl~ces rather than­
continue to strive for more output from a pared down work force. If 
productivity should rise by only 2 percent in the second year of the 
agreement, unit labor costs would rise by about ·9-l/2 percent instead of 
8-l/2 percent. · · 

Given the order of magnitude of the maximum direct effects on prices 
of a given trucking rate increase, as shown by the BLS results, it is 
unlikely that even 8-9 percent increases in trucking rates, per se, would 
appreciably pull up the overall rate of inflation. It is important~to 
emphasize, hm<~ever, that an inflation rate in the range of 6 pet·cent in 
the fi l'St year of the agreement wi 11 cause the agreement to be 11 backl oadcd 11 

1 

in the sense that the second and third year increases in wages will ultimately 
exceed the negotiated first-year increase. The backloading results from 
adding uncapped cost-of-living adjustments to second and third year negotiated 
6 percent wage increases which, taken alone, are likely to exceed productivity 
gains in those years. Tfrls ' baek1oading in the .agreement could be a factor which 

*This analysis is further complicated by the fact that the rate of increase 
in prices in subsequent years is influenced in part by collective ba1·gaining 
settlements, i.e. , there is two-way ca:Jsati on between wages and prices. 
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builds an unacceptably high rate of inflation into our economy. If 
inflation were to average 3-4 percent per year during the early part 
of the agreement, of course, the agreement would not turn out to be 
backloaded. An inflation rate of 6 percent in the first year, however, 
would yield a second year increase in total compensation of more than ll 
percent. To the extent that such a 11 backloaded 11 settlement is copied in 
other major settlements over the next year, it could exert upward 
pressure on the average rate of inflation in 1977-1978. 
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DRAFT 
EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL ON WAGE AND PRICE STABILITY 

726 JACKSON PLACE, N.W. 

WASHINGTON, D.C. 20506 

TO MEMBERS AND ADVISER MEMBERS OF THE COUNCIL ON WAGE AND PRICE STABILITY 

On June 27, 1976, the General Electric Company signed a collective 
bargaining agreement with a coalition of unions headed by the Inter­
national Union of Electrical Workers (IUE) and the United Electrical 
Workers (UE). On July 11 the agreement between this coalition of 
unions and the Westinghouse Corporation expired. While a new agreement 
has not yet been reached at Westinghouse, most of the workers involved 
are continuing to work under the previous agreement, and at this writing 
it is likely that the major economic terms of the General Electric 
settlement will be adopted at Westinghouse. 

The IUE represents about 92,000 workers at General Electric and 
Westinghouse and the UE about 23,000 workers; another 52,000 workers 
belong to several other unions, most of which negotiate at the plant 
level while following the major economic terms agreed on by the IUE and 
UE in the national talks. In total, about 167,000 workers are affected 
by these agreements, a little less than 4 percent of the workers in 
major collective bargaining units who are negotiating new agreements 
in 1976. 

The Council staff has prepared a report which analyzes the cost of 
the various provisions contained in this agreement. Our calculations, 
based on a 6 percent inflation rate as a working assumption, indicate 
that the first year increase in wages, including a cost of living 
adjustment scheduled for November 1976, is 75 cents per hour on a base 
of $5.05 per hour, or 14.9 percent. The corresponding second a'nd third 
year wage increases will be 45 cents or 7.8 percent and 45 cents or 7.2 
percent. Over the life of the agreement wages would increase by $1.65 
or 32.7 percent, an average annual increase of 9.9 percent. Of course, 
higher or lower inflation rates over the life of the agreement would 
cause the increase in wages to be higher or lower than these figures. 

The Council report also analyzes the impact of this agreement on 
labor costs and prices, and it discusses possible demonstration effects 
on other collective bargaining negotiations. 





An Analysis of the General Electric Settlement 

Background 

In its background paper for major collective bargaining negotiations 

in 1976, the Council discussed briefly the structure and history of 

bargaining in the electrical industry and described trends in worker wages 

and benefits and industry revenues and profits over the last decade. 

Electrical negotiations are held between the two industry leaders - General 

Electric and Westinghouse - and a coalition of unions headed by the Interna­

tional Union of Electrical Workers (IUE) and the United Electrical Workers (UE). 

The General Electric agreement expires two weeks before the contract at 

Westinghouse, and this has tended to make GE the pattern setter for Westinghouse. 

The IUE represents about 70,000 workers at GE, and the UE about 17,000; 27,000 

other workers belong to various other unions, most of which negotiate at the 

plant level while following the major economic terms agreed on by the IUE and 

UE in the national talks. At Westinghouse *about 53,500 workers are under 

the terms of the agreement. The combined total of 167,500 workers at GE and 

Westinghouse represents roughly 4% of the workers covered· b~, Ji1ajor 

collective bargaining agreements ne~ctiated in 1976. 

Over the ten year period from March 1966 through March 1976 average 

hourly earnings of workers in the Electrical Equipment and Supplies industry 

(according to BLS figures) increased by 84% -- 10% more than the increase in 

the Consumer Price Index over the same period. From March 1973 through 

*As- o-ftnis -writfng-tenfati ve agreement had been reached at Westinghouse on 
economic terms substantially identical to those agreed on at GE, although 
the parties continued to negotiate over other contract provisions. 

FT 
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March 1976, however, the CPI rose 29% as compared to a 27% gain in average 

hourly earnings. 
The following tabl~ compares the changes in average hourly 

earnings for electrical equipment and supplies with thp$e for all manufacturing: 

Average Hourly .Earnings 

3/66 3/76 $ Change % Change 

Electrical equipment 
and supplies $2.61 $4.80 $2.19 84% 

All Manufacturing $2.68 $5.07 $2.39 89% 

General Electrical produces products · for more than one industry, e.g. heavy 

electrical equipment and consumer appliances. All markets suffered from 

reduced demand during the 1973-75 recession, and GE's profitability declined 

markedly. The consumer markets have improved more noticeably than heavy 

equipment markets during the present recovery, but margins remain below 

those of 1973. Productivity declined in 1974, the last year for which 

BLS data are available; it has probably improved during the economic recovery, 

but not enough to keep unit labor costs from continuing to rise. 

1970 and 1973 settlements 

The 1970 electrical contract called for increases of 20¢ in the first 

year and 15¢ in each of the second and third years, and contained a cost~f 

living clause that provided for a 1¢ increase for each 0.3 point rise in the 

Consumer Price Index up to a maximum of 8¢ per year. Percentage increases 

were 8.2% in the first year and 21.6% oV~f~ l~e life of the agreement. 

The 1973 agreement provided for a first year increase of 30¢, (including 

COLA) and second and third year increases of 16¢. The cost of living clause 
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remained, with the maximum or 11 Cap 11 raised to 14¢ in the second year and 12¢ 

in the third year. Wages increased an additional 26¢ in the last two years 

under this capped formula. The first year increase came to 7.2%, and the 

over-the-life increase to 88¢ or 21.1%. 

Terms of the 1976 Agreement 

The new contract provides for the following wage increases over the 

next three years: 

First year - 60¢/hour plus a skill adjustment of 5-25¢ for skilled 

workers (affecting 52,500 of 114,000 workers). The .skill 

adjustment averages 6¢/hour for the bargaining unit; 

Second year- 4% with a 25¢ minimum; 

Third year - 4% with a 25¢ minimum. 

The average hourly wage rate for all unionized G.E. employees is $5.05 -

and since 4 percent of $5.05 is 20 cents, ~ or less than the 25¢ minimum, the 

average worker will get the 25¢ minimum in the second and third years. Thus, 

the actual negotiated percentage wage increases are as follows: 

lst Year 
2nd Year 
3rd Year 

Total 
Increase 

Average 
Annual 
Increase 

Base 
Hage 

$5.05 
5.71 
5.96 

Negotiated 
Increase 

* 66¢ 
25¢ 
25¢ 

$1.16 

*Includes 6¢ average skill adjustment 

Percent 
Increase 

13: '1'% 
4.4% 
4.2% 

23.0% 

7.2% 
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Cost-of-Living 

Under the new agreement the 11 cap 11 is removed from the cost-of-living 

clause, and the formula changed to provide for a 1¢ increase for each 0.3 
* percent rise in the Consumer Price Index up to 7%; no additional adjustments 

are made for a CPI increase between 7 and 9%, but the same formula is triggered 
again by any rise above 9%. The tab le below calculates the cost-of-living 

adjustments that would result from various rates of inflation under this 

formula of 1¢ for each 0.3 percent rise in the CPI: 

Percent Increases in CPI 

4% 5% 6% 7% 8% 

COLA 13¢ 16¢ 20¢ 23¢ 23¢ 

Because of the 7- ·9% 11 corridor 11 in the clause, the cost-of-living adjustment 

is no larger for an 8% inflation rate than it is for a 7% rate - 23¢ in 

both instances. If we assume a 6% rate of inflation over the next three 

years, the combined effect of negotiated wage increases and cost-of-living 

adjustments will be as follows: 

lst Year 
Increase 

2nd Year 
Increase 

3rd Year 
Increase 

Life-of­
Contract 
Increase 

Projected Wage Increases Assuming 6% Inflation 

Base 
Wage 

$5.05 

$5.80 

6.25 

5.05 

** ** Negotiated + COLA 

66¢ 

25¢ 

25¢ 

$1.16 

9¢ 

20¢ 

20¢ 

49¢ 

= Total 

75¢ 

45¢ 

45¢ 

$1 .65 

% 

14.9% 

7.8% 

7.2% 

32.7% 

Average Annual 9.9% 
Increase 
*Most c6st~of-living clauses . provide a i¢ increase for each 0.3 or 0.4 P-oint -rise 
in the CPI. The use of · pett~nt ·~ather thah ·point in the formula results in smaller 
increases, since the CPI index number for all items is more than 100. 

**The 66¢ first-year increase includes 11¢ of COLA in advance of the November 
·· adjustment; thus the 20¢ cost-of-living adjustment due then is reduced to 9¢. 
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The first-year wage increase including COLA is approximately 15%, and the 

overall three year in~rease is almost 33% - an average annual increase of 

about 9.9% assuming a 6% rate of inflation. In contrast to the 1976 Master 

Freight Agreement analyzed earlier in another report,* this settlement is 

heavily front-loaded- with the largest increase coming in the first year. 

Benefits 

The new contract also provides for improvements in a number of benefit 

_ provisions, inc 1 udi ng vacations , pensions, and he a 1 th and we 1 fare 

Employees with more than 30 years of service are now entitled to an 

additional week of vacation each year. The cost of this provision cannot 

be estimated without knowing the composition of the work force, but it is 

not likely to be very substantial unless GE has an exceptionally large 

proportion of senior workers. 

The income extension aid provision has been improved to guarantee workers 

who are laid off up to 60% of their normal pay - with the Company paying the 

difference between the 60% guarantee and unemployment compensation benefits 

received from the state. These supplemental benefits are payable for as many 

weeks as an employee has years of active service with the Company. Since 

there is no SUB fund for these benefits, no costs are incurred until payments 

are actually made. It is difficult to estimate how costly this provision 

might prove, but if the economic recovery continues it should not add 

much to labor costs in the foreseeable future. 

Sickness and accident insurance benefits will be increased from a maximum 

*fne-first~second--;anathfr_d_y_ear increases in wages (including COLA at a 
6% rate of inflation) in the Master Freight Agreement are 65¢ or 9.1 %, 
79¢ or 10.1 %, and 85¢ or 9.9%; the overall three year increase ' is $2.29 or 
about 32%. See An Analysis of the Master Freight Agreement. 
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of $150 p~r~week to a maximum ~t $175· effective Jarruary 1, 1971, and 1minimum 

life insurance coverage i~ ~ raised for lower wage employees· The cost of 

these changes plus other minor revisions in health care coverage cannot 

be estimated accurately at this time. 

Pension benefits are aBe incr·eased under the new agreement, from a range. 

of $6.50 - $9.50 per month per year of service to $8 - $12 per month per 

year of service. Cost estimates for these pension improvements are not 

currently available. In summary, though, the agreement appears to concentrate 

cHiefly on wage and cost-of-living gains, and appears to contain relatively 

smaller. benefit improvements. 

The following table summarizes the wage and cost-of-living increases 
in the 1970, 1973, and 1976 settlements: 

Combined Wage and COLA Increases 

lst Year Life-of-Contract 

Base ¢/hr. % ¢/hr. % 

19nr $3.43 28< 8.2% 74¢ 21 .6% 

1973 4.17 30 7.2 88 21.1 

* 1976 5.05 75 14.9 $1.65 32.7 

*assuming a 6% inflation rate. 

Impact on Costs and Prices 

The impact of the settlement on unit labor costs will depend on 

productivity performance during the next year. The latest productivity 

data for the industry cover 1974. If we assume that productivity is increasing 

at about a 3-4% annual rate in the economy (the rate was 4.6% in the first 

quarter, but has probably slowed since then), and that productivity is growing 
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in the electrical industry at about the same rate, then a first year 

compensation increase of about 14%* would raise unit labor costs by 10-11%. 

Labor costs account for roughly half of total costs in the industry, so 

that the settlement would raise total unit costs by 5% or more over the 

next year. 

Total costs can also be expected to rise as a result of other factors such 

as higher steel prices, and such increases in costs will put pressure on 

product prices if profit margins are to be maintained. In this regard it is 

interesting to note that GE has just announced selective price increases of 

up to 3% to become effective August 2 on many of its major appliances. Since 

major appliances are an important item in the Consumer Price Index, increases 

in their prices have effects on both the rate of inflation and on the level 

of economic activity through their influence on consumer buying decisions. 

Thus~ ' the substantial first-year wage increase- intended largely to help workers 
11 catch-up 11 with past inflation . - could contribute as well to future inflation. 

This is less likely in the second and third years of the contract, when 

increases in total compensation will almost certainly be several percentage points 

smaller (unless the economy returns to double digit inflation and cost-of-

1 i vi ng increases become much 1 arger than expected). TJ!t.i s 11 front- 1 oaded 11 

agreement- in contrast ~ith the 11 back-loaded 11 Master Freiqht Agreement analyzed 

in an earlier paper- ·will have its greatest impact on the economy in 1976-77. 

*Since benefit increases appear to be smaller than wage increases the overall 
increase in total compensation could be somewhat smaller than the wage 
increase. The 14% figure is smaller than ~he 14.9% shown earlier because, 
for calculating unit labor cost impact, the 9¢ COLA due in November must 
be time-weighted over the year -- and is thus about 5¢. 
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Impact on Other Wage Settlements 

The electrical settlement would not ordinarily have any influence on 

bargaining in the rubber industry for two reasons: the rubber contracts 

expire two months earlier; and there is no traditional wage relationship 

between the two industries. This year, however, the Rubberworkers have been 

on strike against the Big Four tiremakers since April 21, and remain off 

the job at the time of this writing. The Rubberworkers two chief demands 

are for a large first-year 11 Catch-up 11 wage increase and an unlimited cost-of­

living clause similar to that in the automobile industry. The electrical 

unions did win a substantial first-year wage increase, and an uncapped 

cost-of-living clause (although not the more liberal formula in the auto 

industry clause); thus ; the General Electric settlement could have some 

influence on the rubber negotiations. 

The other major industry yet to bargain this year is the automobile 

industry, but the issues there are different; autoworkers have had substantial 

cost-of-living protection under their existing agreement, and are expected to 

focus their demands on such issues as job security and supplemental benefits 

for laid-off workers, rather than on 11 Catch-up 11 wage increases. It seems 

unlikely, therefore, that the auto negotiations will be influenced much by the 

electrical settlement. 
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THE WHITE HOUSE 0 .P- ~ 

WASHINGTON 

October 28, 1976 

~: 
Dear i;1r HcilttJfi !"' 

Thank you for sending me a copy of the Herman Bros., Inc. 
petition for rulemaking filed with the Interstate Commerce 
Commission to permit regulated motor carriers to supplant 
certain private motor carriage. 

It is my understanding that your proposal is being reviewed 
at the Department of Transportation and that DOT intends to 
submit its co~~ents to the Commission on or before 
November 22. As you know, the Administration has been very 
concerned about the problems that your petition addresses. 

Mr. R. L. "Dick" Herman 
President 
Herman Bros., Inc. 
2565 St. Marys Avenue 
Post Office Box 189 
Omaha, Nebraska 68105 

( 
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THE WHITE HOUSE 

WASHINGTON 

December 8, 1976 

You should note the attached mos 
from d. Hope. The first in cates 
that sh requested DOT no to publish 
in the F deral Register a notice re: 
the admin'stration's uck bill. 
You may a eady kno about this, 
and our "r guest" .ay be appropriate. 
Obviously, e st' 1 need to be care­
ful about gi in directions to 
Department he s -- especially via 
associate di tors. 

I also won~er a out the memo to 
r¢: West ide Highway. The 

erns ari e, but here it is 
in wrij1ng. I am lso not sure that 

uld be encou aging Coleman (at 
implicity)to et involved in 

Environmental I act Statement 

wCUA..+ \ ~-
~ ~ 
~jl / 

1)0 ~t>U 
{o resroro. 
~LL~. 
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THE WHITE HOUSE 

WASHINGTON 

H6 Dd.; 8 
·' 0 ~ember 7, 1976 

MEMORANDUM FOR: JIM CANNON 

THROUGH: ART QUERN 

FROM: JUDITH RICHARDS 

SUBJECT: Motor Carrier R atory Reform 

Pursuant to our conversations of ~st week I've talked with 
both Secretary Coleman and with Bob Binder, the Assistant 
Secretary for Policy and Planning at the Department of 
Transportation. I requested them not to publish a notice of 
a hearing on the administration's truck bill until hearing 
further from me. I suggested to them that this was a matter 
which was currently under discussion here at the White 
House, and that the President had not yet made a final 
decision on his 1975 legislation. DOT will not publish any 
notice of hearings in the federal register until hearing 
further from us. 

Please advise me if you wish further information transmitted 
on this matter. 

\' 

/2CJra; 
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THE WHITE HOUSE 

WASHINGTON 

December 7, 1976 

MEMORANDUM FOR: THE SECRETARY OF TRANSPORTATION 

William T. Coleman, Jr. 

SUBJECT: The Westside Highway in New York 

Pursuant to our conversation on Friday, December 3, I am 
enclosing for your information a copy of the committment 
which the President made in New York regarding the Westside 
Highway. We appreciate your efforts to expedite the Envir­
onmental Impact Statement process in connection with the 
important reconstruction of this major transportation 
artery. 

Attachment 

cc: Jim Cannon 

ichards Hope 
ssociate Director 

Domestic Council 

.--~·-:~ • r 

/ 'i •J t,!) . 

/!'<~... .. 
) •::. 
( -.. 
I: 
\ .. ' 

/ 



- If I might, I would like to add a very special comment, 
· l\elson. not only for what you have done as Vice President. 

not only {OJ; what ;·ou have done for my candidacy and 
what you arc doing in this campaign. but what you have 
done for our countrv ;til of vour ouhlic life. Nobody will 
ever surpass the dedication, devotion that has been 
demonc;trated on behalf of hi'S countrv over the years by 
our Vice President. And I think not only you here tonight, 
but the peoole in the great Empire State and all of us in 
the other 49 States are deeply grateful for this wonderful 
public ~en.·ant, whom I have gotten to know and love and 
trust. and who I think is super. 
· Now I would like to expl'CliS my gratitude to your great 

State chairman, Dick Rosenbaum. who has a subtle way 
of suggesting that maybe .certain things ought to happen­
look at him blush. [Laughter] Well, we will do our best, 
Dick, to repay you for the first-class job you did in Kansas 
City. 

Needless to say, I have been gratified and deeply im· 
pressed by what I have heard and seen here in New 
York today. I am no judge of how big the crowds are or 
how enthusiastic the people are became I have never 
had the privilege of being a candidate in New York State 
before. But I can tell warmth in the eyes of people, and I 
can tell by the way they look and feel and speak and yell 
and get together, we had a great day in Brooklyn today, 
and I want to thank everybody for it. 

As Nehon said, the people of New York City are sorting 
out some of the most difficult financial problems any city 
in this country has ever faced. I know it has not been easy 
for New York City to pull through these financial 
problems. 

During our travels through Brooklyn, Flatbush, I 
had an opportunity to talk to Senator Javits and Sen­
ator Buckley, and I told them as follows: As New York 
City continues to meet its responsibilities-and I com· 
mend them and congratulate them-I strongly favor the 
continuation of Federal cash flow assistance. It is good 
for the .city, and it is good for the country. 

- I also added another little comment. I told them I sup· 
port the rebuilding of the West Side Highway. About 35 
or 40 years ago, I was courting a very nice girl, and I 
used to come down from New Haven and I used to ride 
and dri\"e on that highway then. It was old and broken 
dO\m then, and it should have been replaced a long time 
ago. As soon as the environmental impact statement is 
ready, we '"ill go ahead. And the second-now this is the 
good news-I think we rort of put a fire under them. 
They expect to have that all done in the next 30 days, and 
you will get the go-ahead si~al. 

- But let me take just a few minutes. When I was here 
on the Fourth of July to see the Tall Ships, more beauti­
ful sails came to this city, I think, than ever in the hi'<tory 
of any city or any nation. There was promi~e, conviction. 
and hometown pride. It was clearly demonstrated by any-

hody who came to the city on that occasion. And that new 
spirit-as we flew over in the helicopter or in our air­
craft-that new spirit was demonstrated. It wa~ hard 
earned, and it was well deserved, and I congratulate you 
aU. 

Now, it has been 8 weeks since Kansas Citv. \\'"e haw 
come a long, long way, baby. [Laughter] We have the 
facts, we have the issues, we've got the momentum, and we 
have 3 more weeks to go to win a great victory for the 
American people. 

I said in Kan"as City that we wouldn't concede a single 
State, we wouldn't concede a single vote; we would cam­
paign from the snowy banks of Minnesota to the sandy 
plains of Georgia. And we have, and we are going to wiD 
on November 2. 

I have a finn commitment from Dick Rosenbaum aDd 
Nelson and Jack Javits and Jim Buckley that we are 
going to carry New York with its 41 electoral votes. I have 
made a firm commitment to Jim Buckley: We are going 
to help him get reelected to the United States Senate &om 
the State of New York. 

It would be very helpful in the next 2 years if we could 
have a good number of additional Republican Members 
of the House of Representatives who would stand taU 
and strom:~ when the tough issues come down,. 
like Jack Wideler and the others, so do your best in 
regard. 

I also told you in Kansas City that I was 
eager to debate Mr. Carter face-to-face on the real 
I still am-[laughtn]-i£ I can pin him down. We 
heard a lot of doubletalk from Mr. Carter, a lot of 
believe mathematics, a lot of fuzzy and contradictory 
policy proposals. I still don't know where Mr. 
stands on most issues, and I don't think he does. 

One thing is pretty clear: Mr. Carter wants to 
President, whatever he has to say to get there.. I 
sympathize. I under.;tand it when he says he "ill 
to take a· few years to study national and international 
problems and get all of the facts. Let's give Mr. 
a few more years to prepare himself-[laughter.J-bUt, 
not on the taxpayer's money. 

You know what I will do, became you know what 
have done for the past 26 months. You know where 
were then and you know where we are today-peace 
recovering from a reces~ion, rebuildin~ pride in Amcric 
in its 200th anniv~rsary. You know what I have done 
President. despit~ the partisan obstructionism of a 
gres~ stacked 2-to·l against me. 

We heard before the convmtion that our party 
sick, our party was dying. Now \ve hear the ... ~ers 
overcome with apathy and reallv don't care who wins. 
don't believe that. I just don't believe that. The AmcricaJ 
people do care, they have a clear choice, and our job 
to ~et them to the polls to register their choice for 
country. 
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