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Chapter 2

The Motor Carrier industry—A Profile

The motor carrier industry moves goods and ma-
terials between shippers and receivers all across the
Nation and carries passengers between large and
small cities. Motor carriers are our most ubiquitous
freight mode, using the extensive U.S. highway net-
work to link markets of all types, sizes, and loca-
tions and serving many points that lack rail or air
service. The numbers of motor carriers grew dra-
matically during the 1980s, with many carriers of
all sizes moving to specialize in different segments
of the market. This wide variety of activities makes
the industry difficult to categorize.

Nonetheless, motor carrier safety concerns and
issues are best viewed in their industry context, so
that policy changes to improve safety recognize and
address the economic and physical characteristics
of the industry. Motor carrier accidents have im-
mediate economic impacts on carriers, drivers, and
shippers of the freight being transported. However,
motor carrier safety is also a prime governmental

and public concern, because carriers share the roads
with automobiles and other personal-use vehicles.
Moreover, the societal costs of traffic accidents are
heavy. The Secretary of Transportation recentl,
projected that the annual economic cost of high-
way accidents could be $65 billion in the year
2000."

This chapter presents an economic and business
profile of the motor carrier industry, describing the
vehicle fleet, industry characteristics, competitive
conditions, industry trends, and major policy de-
velopments. The information focuses on the large,
heavy trucks that are a prime safety concern and
provides a framework for evaluating specific safety-
related issues.

‘U.S. Congress, House Committee on Public Works and Transpor-

tation, The Status of the Nation High\& ‘ays: Conditions and Perform-
ance, Report of the Secretary of Transportation (Washington, DC: U.S.
Government Printing Office, 1987). Cost projections are in constant
1985 dollars.

THE NATION'S TRUCK FLEET

Number of Trucks

Industry-wide data on the domestic trucking fleet
are available from several sources, although data on
the entire population of trucks, including both in-
terstate and local carriers, suffer from severe short-
comings (see chapter 7). The Federal Highway Ad-
ministration (FHWA) compiles and publishes data
on all motor vehicle registrations by State. Its most
recent statistical report shows a total of 176.2 mil-
lion motor vehicles of all types, of which 77 percent

were automobiles, 0.3 percent were buses, and about
23 percent were trucks.’The number of commer-
cial and private truck-tractor registrations declined
by over 20 percent between 1979 and 1986. Selected
registration figures are presented in table 2-1 for
1979-1986. Light trucks—pickups, panel trucks, and
delivery vans, generally of 13,000 pounds or less
gross vehicle weight (GVW)—dominate the popu-
lation of registered trucks, making up 83 percent of

‘Federal Highway Administration, Highway Statistics— 1986 (Wash-

ington, DC: U.S. Department of Transportation, 1986).

Table 2.1 .—Total U.S. Truck and Bus Registrations, 1979-86°(in millions)

Total State motor

Total commercial and

vehicle registration— Total truck private truck-tractor Private and Total commercial
Year all vehicles registrations registrations commercial trailers bus registrations
1986 ........... 176.2 40.2 11 3.4 0.11
1985 171.7 39.0 1.2 3.4 0.11
1984 . .......... 166.5 38.0 11 3.2 0.11
1983 .......... 163.9 36.5 1.2 31 0.11
1982........... 159.5 35.3 1.2 0.11
1981 ........... 158.5 345 1.2 3.0 0.10
1980........... 157.3 33.6 1.4 33 0.10
1979 .y ool 153.6 33.3 1.4 3.3 0.10

dpata have some limitations, such as possible double counting for multiple registrations and reporting lag times of 16-18 months. Data are compiled by States and
are supplemented by the Federal Highway Administration to reduce double counting.

Predominantly light trucks (included 36 million pickup trucks in 1986).

SOURCE: Federal Highway Administration, Highway Statistics (Washington, DC: U.S Department of Transportation, 1979-66),

31
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the 40.2 million truck fleet. Only 1.1 million truck-
tractor power units and 3.4 million commercial-type
trailers and semitrailers were counted in 1986.

The Bureau of the Census has conducted surveys
roughly every 5 years of various transportation activ-
ities, including a Truck Inventory and Use Survey
(TIUS) as part of the Census of Transportation. ’
The TIUS is currently underway, and while data
from the 1982 TIUS are somewhat outdated, they
are the most recent available.

Heavy Trucks

Most heavy commercial trucks travel close to
100,000 miles per year and dominate commercial
interstate traffic. The small trucks and vans that
comprise the vast majority of truck sales play only
a minor role in interstate commerce. Figure 2-1
presents a selection of heavy truck types in sil-
houette, and illustrates the diversity of commercial
vehicles in use on our highways. Many heavy com-
mercial trucks employ a tractor-trailer configuration,
as reflected by all but one of the truck types shown,
although numerous straight trucks and dump trucks
are also included in this category.

The definition of a heavy truck varies for regula-
tory and legislative applications by the various State
and Federal authorities concerned with motor car-
riers. Most industry observers categorize trucks by
weight rather than by actual size, because heavy
trucks pose special engineering problems (mainly
high axle and wheel loadings that stress the road-
way) and safety hazards. Federal statute suggests one
definition, because the Federal Government imposes
a heavy vehicle use tax on vehicles that exceed
26,000 pounds GVW, and most loaded vehicles
operating in interstate commerce exceed that level.

Total truck sales numbered 3.8 million in 1987.
Trucks are categorized by various weight classes, and
the two heaviest are Class 7 (26,001 to 33,000

'U.S. Department of Commerce, Bureau of the Census, Truck In-
ventory and Use Survey (Washington, DC: various years).

pounds) and Class 8 (33,001 pounds and over). Two
relatively comprehensive sources provide data on
these trucks. First, the Motor Vehicle Manufacturers
Association (MVMA) reports on retail sales of
trucks by weight class—selected MVMA data are
presented in table 2-2. Sales of the heaviest class have
fluctuated substantially over the past few years, re-
flecting business conditions and regulatory changes.
After a slump in sales of heavy trucks in 1986, sales
rebounded in 1987 and 1988, reflecting fleet renewals
with more fuel efficient, durable vehicles.

A trucking industry profile presents more detailed
data on trucks owned and operated by commercial
enterprises (see table 2-3). Over 1.8 million trucks
of Classes 6 (19,501 to 26,000 pounds), 7, and 8 were
operated by more than 343,000 commercial enter-
prises in 1986. Just over 1 million Class 7 and 8
trucks are operated by about 180,000 businesses.
Table 2-3 also shows two other descriptive classifi-
cations for users of Classes 7 and 8, by type of en-
terprise and by fleet size. Vehicles used in the “truck-
ing” business are classified as “for hire, ” while trucks
used to transport company-owned goods as part of
an overall commercial enterprise are classified as
“private.” About two-thirds, or over 681,000, of the
heaviest vehicles are classified as private and are
operated by over 81 percent of the companies own-
ing large trucks. The remaining one-third of the
heavy truck fleet is for-hire. Private and for-hire fleets
own roughly equal numbers of tractor-trailer com-
binations. In general, however, companies whose
primary business is to provide trucking services for
hire operate only about one-third of the largest
trucks.

Over 84 percent of the establishments that oper-
ate Class 7 and 8 trucks own fleets of only one to
five large trucks; thus a high proportion of small
enterprises operate the largest trucks. A few large
companies with fleets of 100 or more vehicles own
nearly 40 percent of the Nation’s Class 7 and 8
trucks, yet constitute only 0.4 percent of all truck-
ing companies. These large firms include the major
national for-hire trucking companies, the large pri-
vate carriers, and the few large specialized carriers.
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Figure 2-1 .—Truck Types

Straight truck 3-axle tractor-semitrailer
| —25 -40' _ ¢ 1— 24 - 28 —[
4-axle tractor-semitrailer 5-axle tractor-semitrailer
| __ 38 -48 — 1 — .
5-axle tractor flatbed trailer 5-axle tractor tank trailer
| — 38 - 48— I __ 35 - 40 _ 1

Rocky Mountain double
Twin trailer or double (operated only in certain States)

—28¢ — | | —28 1 —_— 45 -1 —28"—1

Turnpike double
(operated only in certain States)

45 - 48 - w4 g

Triple
(operated only in certain States)

I —28— 1 | —28_ 1 — 28" —1

Lengths shown are typical; shorter or longer lengths are possible depending on carriers’ needs and State laws.

SOURCE: Office of Technology Assessment, 1988; based on American Trucking Associations
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Table 2-2.—New Truck Sales (by gross vehicie weight, in pounds)

6,000 6,001 - 10,001- 14,001 - 16,001 - 19,501 - 26,001- 33,001

Year and less 10,000 14,000 16,000 19,500 26,000 33,000 and over Total

1978 . ... .. 1,231,559 1,990,547 74,938 5,989 5,476 178,992 41,151 177,587 3,706,239
1979 . ... .. 1,014,016 1,594,060 19,163 2,399 4,611 163,304 46,264 192,889 3,036,706
1980...... 592,339 794,184 5,661 362 2,946 91,119 58,846 121,826 1,667,283
1981 ...... 629,030 816,373 311 591 2,764 85,000 52,264 114,575 1,700,908
1982...... 917,908 803,639 280 58 1,556 47,330 58,498 77,186 1,906,455
1983 . ... .. 1,370,395 849,498 223 2 1,252 47,648 59,026 85,653 2,413,897
1984 . ... .. 1,707,301 1,061,974 1,631 4 5,713 60,457 87,396 150,849 3,075,325
1985 ... ... 1,988,434 1,057,556 19,463 0 5,345 53,471 98,406 134,230 3,356,905
1986 ... ... 2,130,874 997,272 0 0 5,931 45,333 96,998 116,477 3,392,885
1987 ... ... 2,475,402 1,052,958 0 366 6,085 46,473 103,188 136,938 3,821,410

SOURCE: Motor Vehicle Manufacturers Association, Facts& Figures (1978-1987).

Table 2-3.—Number of Trucks Owned and Operated by Commercial Enterprises,

Selected Data for Largest Weight Classes, 1986

Commercial Truck Ownership for Largest Weight Classes

Number of Number of
companies trucks
Classes 6, 7,and8°. . .. ... .. ... 343,176 1,806,488
Class B ONlY . ..ot 259,691 785,698
Class 7and8: (by company type)
PHVALE . . oot 151,326 681,153
for-hire . . ... 28.651 339.637
Fleet Size for Companies Operating Class 7 and 8 Trucks
Number of Percent of
Fleet size companies companies
P 151,455 84.2%
B-10 . o 15,379 8.5%
10-25 8,855 4.9%
26-50 . . 2,523 1.4%
B1-100 . o oot 1,004 0.6%
100 OF MOKE . . o et e e e e e e e e e e e e e 761 0.4%

astandard designations for truck Weight classes are expressed in gross vehicle weight as follows: Class 6 is 19,501 to 26,000 pounds; Class 7 is 26,007 t033,000pounds;

Class 8 is 33,001 pounds and over.

SOURCE: Dun & Bradstreet Marketing Service, Profile of the Commercial Heavy Truck Market: An Industry Update (compiled from Trinc Transportation Consultants

database) (W. Newport Beach, CA: Newport Publications, 1966)

INDUSTRY CHARACTERISTICS

Trucking is a service activity comprising many var-
ied market segments, with the two broadest cate-
gories defined as I) private and 2) for-hire carriers.
Private carriers transport their own freight as an ad-
junct to their basic business and are not always con-
sidered in discussions of the trucking industry. A
local baker using a delivery truck is engaged in pri-
vate carriage, and so is a national chain, such as
Sears, when it distributes goods in its own trucks.
For-hire carriers are always considered trucking corn-
panies and are engaged to haul freight belonging
to another party. For-hire carriers are subject to Fed-
eral and State economic regulations, while private

carriers are normally exempt from most of those eco-
nomic regulations.

Figure 2-2 portrays the traditional division of the
key types of trucking companies by primary mar-
ket orientation. Changes in trucking laws and reg-
ulatory approach have blurred some of the distinc-
tions, but the categories remain basically valid
because most trucking businesses have a market spe-
cialty. However, since deregulation, a truck normally
engaged in private carriage maybe operated for hire
under certain circumstances. Similarly, a truck may
carry products exempt from regulation, then later
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be leased to a carrier that has interstate authority
to carry regulated commodities.

ICC-Regulated Carriers

Carriers operating for hire in interstate commerce
generally require Interstate Commerce Commission
(ICC) authority and are subject to Federal economic
regulations related to markets and commodities
served, tariff filing, and financial responsibility. Reg-
ulated interstate for-hire carriers may operate as
common carriers or as contract carriers. Common
carriers are expected to provide authorized move-
ments to any shipper requesting service according
to publicly available tariffs (price lists). Contract car-
riers may provide services to shippers with whom
they have a written contractual agreement, which
normally includes service and volume commitments
and a schedule of charges. With the appropriate ICC
authority, carriers may function both as common
carriers and as contract carriers.

Interstate transport refers to product movements
whose origin and destination are in different States,
whereas intrastate shipments have both origin and
destination within a single State. Interstate move-
ments b, for-hire carriers may be carried in all types
of equipment, but long-distance, high-volume ship-
ments generally move in tractor-trailer combinations.

Intrastate (Intercity)

Shipments carried for hire between two points
within a State are not subject to ICC economic reg-
ulation. However, the majority of States impose eco-
nomic regulations governing certification (entry),
tariffs, and other requirements on intrastate motor
carriers. The intensity of regulation varies by State;
two States have never imposed economic regulations
on truckers, and several States, Arizona and Florida
for example, have completely deregulated intrastate
trucking. Carriers may operate both intrastate and
interstate, if properly authorized. Very few data exist
regarding the operating practices and financial
health of intrastate carriers.

Intrastate (Local)

Local movement of goods for hire are usually not
subject to either State or Federal economic regula-
tions if both origin and destination are within the

same locale. Information about local trucking is
limited; much local movement is private in nature,
and no comprehensive data exist about local for-
hire trucking. ICC has stipulated areas surround-
ing jurisdictions, termed “commercial zones, ” in
which ICC regulations do not apply, even if the
movement is interstate in nature. The geographic
coverage of these commercial zone exemptions has
been expanded over time, and further revisions are
currently being considered. Until recently, the De-
partment of Transportation (DOT) safety regula-
tions exempted movements within commercial zones
from some safety requirements, although a differ-
ent definition of commercial zone was used for
safety. After substantial evidence accumulated of a
high number of safety violations among carriers in
commercial zones, Congress began to consider leg-
islation to eliminate these exemptions to safety reg-
ulations. DOT issued a rule in May 1988, ending
the exemptions in November 1988.

Exempt Movements

Several significant segments of interstate truck-
ing are exempt from ICC economic regulations—
for example, carriers transporting such commodi-
ties as unprocessed agricultural products, livestock,
periodicals, decorative stone, and wood chips. This
group of carriers typically specializes in exempt agri-
cultural produce and seasonally shifts trucking oper-
ations from one producing region to the next. They
are not required to conform to the entry or pricing
requirements applied to other interstate for-hire
carriers.

Photo credit: Land Line

Although livestock carriers are exempt from ICC
economic regulations, many must comply with
Federal safety regulations.
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However, the exemption from economic regula-
tion is dependent on the commodity being hauled,
not the nature of the carrier organization or equip-
ment. These carriers must still comply with DOT
safety regulations and insurance requirements (if in-
terstate carriers) and with various State trucking
laws.

Private Carriers

A large number of manufacturers, distributors,
wholesalers, and retailers operate private (not for
hire) trucking fleets as an adjunct to their regular
business activities. These private fleets are a substi-
tute for, and compete indirectly with, for-hire truck-
ing services. Private fleet operators value their con-
trol over service, schedules, and equipment. In the
1980s, some corporate managements began to scru-
tinize traffic management and private fleet opera-
tions more closely as “profit centers. ”

Private fleets var,from large trucking operations
of Fortune 500 firms to small one or two truck fleets
used to transport goods to and from vendors and
customers. These fleets dominate the portion of the
carrier industry using heavy straight trucks. Smaller
trucks in private fleets are apt to serve mixed pur-
poses beyond freight movement. For example, a van
or pickup truck may be used for commuting or to
make sales calls. Very little aggregate data is avail-
able on the operating practices or financial condi-
tions of private carriers.

Trucks operating as private carriers are not sub-
ject to ICC economic regulation. However, private
carriers are now permitted to offer certain intercor-
porate and for-hire services with ICC approval. Pri-
vate carriers are subject to DOT safety regulations
and to various State trucking laws.

State Requirements for Truckers

Every State has its own set of requirements for
truckers engaged in freight movements, whether the
movements are intrastate or interstate in nature.
Historically, Federal policy has left many aspects of
trucking under State jurisdiction. Each State may
impose its own requirements in at least six areas,
and these requirements often overlap and differ from
the requirements of other States and the Federal
Government.

Vehicle Registration

Motor vehicles, including trucks, are generally re-
quired to be registered in the State of owner resi-
dence. Registration provides for vehicle identifica-
tion plates (license plates) and ownership verification
(title), and generates a registration fee to the home
State. Commercial trucks crossing State lines en-
counter a variety of different registration require-
ments, and cannot assume reciprocity treatment as
is the case for automobiles.

Fuel Taxes

Each State may impose its own fuel tax, and such
taxes represent an important source of State reve-
nue. States generally have sought to devise collec-
tion methods that are not dependent on location
of fuel purchase, but reflect fuel used and/or mile-
age traveled within the State by large commercial
trucks. However, State requirements for the pay-
ment of fuel taxes differ substantially.

Other Taxes

A number of States impose taxes on interstate mo-
tor carriers in addition to or in place of registration
fees and fuel taxes, commonly called third-structure
taxes. Third-structure taxes are usually truck-mileage
taxes that may also increase with vehicle weight.
These taxes are based on the finding that heavy
trucks create wear and maintenance costs for the
highway system that increase more than proportion-
ately with fuel used. Eleven States imposed third-
structure taxes in 1987.°

Economic Regulations

Most States place economic requirements on in-
trastate freight movement; many still require car-
riers to file for rate increases. Carriers must seek cer-
tification to operate under various State laws
governing the public convenience and necessity of
their services. Safety and insurance requirements are
often incorporated in these State regulations.

Size and Weight

States have their own size and weight restrictions
that apply to State and local roads not on the des-

‘ American Trucking Associations, Department of State Laws, “ State
Taxes,” unpublished manuscript, January 1987.
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ignated map of the National Truck Network (includ-
ing the Interstate system and other specified routes).
Indeed, no Federal size and weight statutes existed
prior to the 1956 designation of the limited-access
Interstate system. States often evaluate road con-
ditions and route configurations as suitable for ve-
hicles smaller in size and lighter in weight than those
now allowed by Federal law. This has raised many
issues about the access of large, heavy vehicles to
commercial locations in a State. (See chapters 3 and
5 for further details.)

Hazardous Cargo

Each State has concerns about hazardous cargo
moving within and through the State, and a vari-
ety of State laws to regulate these movements. To
qualify for Federal motor carrier safety program
funds, States must adopt Federal hazardous mate-
rials regulations or similar ones and apply them to
intrastate transport. Local governments have also
become increasingly active in regulating the move-
ment of hazardous cargo.

Other
Equipment Type

Industry Characteristics

Equipment type varies for each form of carriage,
and with market conditions, cost considerations,
and fleet available. The conventional combination
truck in interstate service is a tractor pulling a 45-
to 48-foot dry van trailer or twin 28-foot trailers.
Certain Western States allow triple 28-foot trailers
and a few Western and Northeastern States permit
longer combinations (such as twin 45-foot trailers)
on designated highways, often requiring the carrier
to obtain a special permit. All States allow oversized
vehicles if a special permit is obtained, although most
States will grant overweight permits only for non-
divisible loads. Among the many other specialized
trailer types are tank trailers, flatbed trailers, refriger-
ated trailers, automobile rack trailers, hopper trailers
for grains and ores, pole trailers, and a variety of
special-purpose trailers. Trailers are not normally
dedicated to run in combination with a particular
tractor or driver.

Equipment Ownership

Truck-tractors, trailers, and other carrier equip-
ment may be owned by the carrier or leased from

other sources. Equipment may be leased, with or
without drivers, from truck leasing firms, from a sep-
arate for-hire or private carrier, or from an inde-
pendent owner-operator. Each of these sources may
provide one or more trucks on a permanent lease
for a period of time and/or for a trip-lease for the
duration of the trip. Responsibility for maintenance
services varies considerabl from one lease to
another. The variety of ownership and leasing ar-
rangements has grown considerabl over recent
years. Enforcement of safety and other requirements
becomes more complex when the truck owner differs
from the company using and/or driver operating
the truck.

Owner-Operators

Owner-operators are independent trucking con-
tractors who offer their services to a variety of cus-
tomers. These small operators may haul exempt
commodities, work for certificated carriers under
lease arrangements, or transport regulated commodi-
ties under their own ICC operating authority.

About 80 percent of all owner-operators own and
drive just one truck’and often have no fixed place
of business, no maintenance shop, and very limited
capital. The remaining 20 percent of independent
truckers operate small fleets of up to 20 trucks and
hire other drivers, even though they continue to
think of themselves as owner-operators. About 75
percent of all owner-operators are leased to ICC-
regulated carriers and private carriers, and about
25 percent haul exempt commodities. A 1986 sur-
vey of more than 5,300 independent truckers found
that over 78 percent surveyed owned their power
units or tractors, while only 26 percent owned
trailers.

Prior to regulatory reform in 1980, owner-
operators typically did not possess ICC operating
authority, and were not directly regulated by ICC.
Over the past 8 years, many owner-operators have
obtained ICC interstate authority for moving reg-
ulated commaodities, comprising a major part of the

*James Johnston, Owner-Operators Independent Drivers Associa-
tion of America, testimony before the Senate Committee on Commerce,
Science, and Transportation, Oversight Hearing on the Motor Car-
rier Act of 1980, September 1985.

‘Road King, “Drivers’ Opinion Survey VI,” sponsored by Associ-
ates Commercia Corp. and Unocal, unpublished manuscript, June 6,
1986.
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Photo credit: Tse-Sung Wu, OTA staff

Owner-operators often have their cabs equipped with
sleeping berths that become the driver's home
away from home.

dramatic increase in the number of ICC-regulated
carriers.

Several studies in the last two decades have at-
tempted to estimate the total number of owner-
operators and to assess their financial and operat-
ing results. Because data are imprecise, these studies
have produced quite different results and a wide
range of estimates. Most industry observers believe
that a substantial number of independent truckers
have left the industry in recent years as a result of

competitive pressures leading to long and arduous
working hours. Various sources indicate that at least
100,000 owner-operators remain in business.

Union Representation

The trucking industry has a long history of union
representation. The International Brotherhood of
Teamsters (IBT) is the major union representing the
for-hire segment of the industry, although the un-
ionized labor force has shrunk with the decline of
the general freight, common carrier segment of the
business. Slightly less than half of all truckload car-
riers and other parts of the trucking industry that
rely on independent owner-operators employ union
drivers. Private carriers, if organized, employ mem-
bers of other unions as well as IBT members. Since
the Motor Carrier Act of 1980, new entrants have
used predominantly nonunion drivers.

"Marshall Seigel, |ndependent Truck Owner-Operators Association,
testimony before the Senate Committee on Commerce, Science, and
Transportation, Oversight Hearing on the Motor Carrier Act of1980,
Sept. 21, 1983.

THE NATION'S BUSES

The bus industry is the passenger-carrying segment
of the motor carrier industry. Buses were not ma-
jor passenger carriers even in their prime, and were
hit hard by increased automobile ownership and use,
competition from subsidized passenger rail, and de-
regulation of the airlines in 1978. Competition
among air carriers for intercity travel brought lower
air fares that have proven a major attraction for
price-sensitive passengers on long distance trips.

The bus industry has several clearly defined ma-
jor segments. One large group provides intercity and
interstate regular passenger route service under ICC
regulation, and several other segments provide other
important passenger services. These include char-
ter operators, who offer group and tour service,
school bus operators (both school district and con-
tract service), and local transit agencies.

The intercity bus industry includes large and small
carriers and a few very large, Class | carriers (see
table 2--4). Industry-wide data are difficult to obtain,
because regulatory changes have reduced bus com-
pany reporting requirements. The bus industry has

declined nationwide over the last 10 years—bus-
miles, passengers-carried, and employee numbers all
trend downward, and total operating revenues have
declined since the early 1980s. For Class | carriers
the decline is more striking, with the number of bus
passengers declining 37.5 percent between 1980 and
1986.

The largest interstate bus companies have suffered
the most severe financial reverses. Greyhound, by
far the biggest bus operator, with 6,800 drivers for
3,500 buses, took over the nearly-bankrupt Trail-
ways operation in late 1987. Both carriers had regu-
larly reported operating losses in recent years; those
losses widened in early 1987, triggering their merger.

Bus Deregulation in 1982

Competition from other travel modes continued
after regulatory reform for interstate buses in 1982
brought needed flexibility for bus operators. Because
bus ridership had declined significantly, major na-
tional operators considered the right to withdraw
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Table 2-4.—-Intercity Bus Industry in the United States
(including operations of all carriers reporting to the interstate Commerce Commission and intrastate carders)

1970 1975 1980 1985 1986
Number of companies . . . .. ... 1,000 950 1,330 NA NA
NUMDEr Of DUSES . . . . oot ot e 22,000 20,500 21,400 20,100 19,100
Number of EmMPIOYEES. . . . ... oo 49,500 46,600 49,100 43,300 40,600
Total bus-miles (millions) . . . .. ... ... 1,209 1,120 1,162 997 945
Revenue passengers (Millions). . .. ...t 401 354 365 353 346
Revenue passenger-miles (millions) . . .. ............... ... ... 25,300 25,600 27,400 23,800 22,500
Operating revenues, all services ($ millions) . . .. ............. ... ...... 1,165 1,943 1,898 1,838
Operating expenses (millions). . . . . . .. .. .. .. ... 0. 812 1,098 1,811 1,839 1,781
Net operating revenue, before income taxes ($ millions) . . . . ... ........ 89 68 132 59 57
Class 1 interstate carriers only (over $5 million annual revenue) 1970 1975 1980 1985 1986
Number of COmpPanIes . . . . . ... 71 84 46 43 29
NUMDEr Of DUSES . . . o ottt et e e e et e 10,158 9,800 8,427 7,240 6,230
Number of EmMPIOYEES. . . . ... oot 34,383 35,140 30,950 24,210 21,090
Total bus-miles (Millions) . . . .. ... ... 871 849 771 580 524
Revenue passengers (millions). . . .. ... . . 174 152 132 91 83
Revenue passenger-miles (millions) . . . .. ... ... . .. 17,900 18,200 17,080 12,510 11,117
Operating revenues, all services ($millions) . . . ............. ... ... ..... 722 955 1,390 1,270 1,168
Operating expenses($ millions). . . . ......... ... 639 893 1,311 1,212 1,115
Net operating revenue, before income taxes ($ millions) . . . . . ... ... .... 83 62 79 58 53
Operating ratio . . . .. .. ..t 89 94 94 95 95

SOURCE: American Bus Association and Interstate Commerce Commission data.

Photo credit California Department of Transportation

The intercity bus industry has faced fierce competition for passengers from private automobiles,
low cost air travel, and Amtrak.

from markets, not entry, as the key regulatory is-
sue. States, in particular had resisted discontinuing
bus services, and Congress found that: “State reg-
ulation of the motor bus industry has, in certain
circumstances, unreasonably burdened interstate

commerce. . . .“° Permitting smaller, regional car-

“Bus Regulatory Reform Act of 1982, Public Law 97-261, Sec. 3.

riers to provide low-cost service was also projected
as a benefit of regulatory reform.

Safety Aspects

The number of buses operating on the highways
is so much smaller than the number of trucks that
bus accidents do not figure prominently in national



41

accident data. However, because passengers are in-
volved, the safety record of the bus industry is highly
visible, and buses are subject to broad State controls.
Interstate operators encounter numerous complex
and conflicting State requirements and could ben-
efit from more uniform treatment at the State level.

At the initiative of the American Bus Associa-
tion, the major intercity bus industry representa-

FORCES FOR ECONOMIC

Several powerful forces have changed the truck-
ing industry, including regulatory evolution, legis-
lative mandates, and shifts in economic structure.
This section briefly highlights these forces, focus-
ing on developments over the past decade.

Regulatory Shifts

Interstate for-hire trucking is and has been for
years subject to regulation by ICC. In earlier years,
entry, markets served, and rates were subject to
detailed ICC examination and control through a
complex approval/disapproval process, which came
under severe criticism during the 1970s. ICC began
to shift away from many regulatory strictures, espe-
cially after Presidents Ford and Carter strongly urged
less regulation and made their Commission appoint-
ments accordingly. ICC interpretations became sig-
nificantly less restrictive in the years just prior to
1980. Operating permits (authority to engage in in-
terstate transportation) became much easier to ob-
tain and collective rate-making practices by inter-
state motor carriers were reviewed. These ICC
actions were controversial and stimulated congres-
sional hearings and eventual passage of motor car-
rier legislation in 1980.

Motor Carrier Act of 1980

The Motor Carrier Act of 1980 (MCA) repre-
sented the first major change in the statutes since
1935 and has profoundly influenced the interstate
motor carrier industry by significantly altering the
ICC regulatory framework. Like most major legis-
lation, the MCA reflected years of hearings, sev-
eral Administration proposals, and extensive com-
mittee deliberations. Congress found, as stated in

tive, the industry has recommended additional Fed-
eral safety regulations for interstate buses, includin,
extension of coverage for Federal safety provisions
to private and not-for-hire bus operators. Proposed
legislation calls for the establishment of an office of
bus safety in FHWA, and would impose relatively
uniform Federal requirements on motor carriers of
passengers.

CHANGE IN TRUCKING

the act, that the motor carrier regulatory statutes
were outdated and required revision. The intent of
the act was to reduce unnecessary regulation and
to provide explicit direction to ICC, which had been
deregulating independently.

Key areas of change for the federally regulated seg-
ment include reduced requirements for new en-
trants, fewer restrictions on expansion by existing
firms, and greater pricing freedom. However, inter-
state motor carriers remain subject to ICC regula-
tion, although in a much relaxed framework.

Surface Transportation Assistance Act
of 1982

The Surface Transportation Assistance Act of
1982 (STAA), omnibus highway and transit author-
izing legislation, contained provisions affecting
truckers in two important economic areas, motor
carrier user taxes and truck size and weight. Under
the STAA, fuel taxes were increased sharply to 9
cents per gallon, from the 4-cent level that had been
in effect since 1959. Moreover, the STAA enacted
increases in the heavy vehicle use tax applicable to
vehicles exceeding 26,000 pounds GVW. After
much controversy over the heavy vehicle tax, a
differential of 6 cents per gallon additional tax on
diesel fuel was enacted, and the heavy vehicle use
tax was rolled back. Thus, diesel trucks experienced
a fuel tax increase from 4 to 15 cents per gallon in
mid-1984.

In 1956, Federal law restricted vehicles using the
Interstate system to 73,280 pounds, but Federal leg-
islation passed in 1974 permitted States to raise truck
weights. As a trade-off to industry for higher fuel
taxes, truck size and weight restrictions were
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amended in 1982 and 1983 to permit larger, heav-
ier trucks to use the Interstate system. The STAA
mandated that States allow trucks with gross weights
up to 80,000 pounds to use the Interstate system,
overriding lower, more restrictive weight limits in
several States. The 1982 act also initiated Federal
length limitations for commercial vehicles; States
now cannot limit semitrailer lengths to less than 48
feet nor second-trailers in combination units to less
than 28 feet. In 1983 Federal legislation prohibited
States from restricting truck width below 102 inches
(up from 96 inches) on the Interstate system.

The 1982 act further limited State laws by pro-
viding that no State could deny “reasonable access”
for large trucks to reach terminals and other facil-
ities from the Interstate network. That is, States
must allow large, heav,trucks not only to use the
Interstate but also to get on and off the Interstate
and use State roads.

The Surface Transportation and
Uniform Relocation Act of 1987

This 1987 legislation provided funding for Federal-
aid projects over the next 5 years and extended user
taxes at current levels. No major provisions affect-
ing motor carriers or changing their treatment were
incorporated.

Other Forces for Change

Legislative and regulatory actions are an impor-
tant force affecting the trucking industry, yet they
are but one component of the business environment.
Other economic aspects of trucking operations are
briefly outlined below.

. Energy Costs. Fuel prices shot upward in the
late 1970s, but have declined and stabilized in
recent years. Diesel fuel used b,most combi-
nation trucks more than doubled in price be-
tween 1978 and 1981, and in 1986 remained

about 73 percent higher than 1978 including
the higher Federal and State taxes.’

« Inventory Policies. Many companies have
adopted  “just-in-time” inventory policies,
spurred on by high interest rates and a need
to reduce carrying costs, putting a premium on
service quality and reliability. Pressure for on-
time deliveries has increased, and for-hire truck-
ing companies have responded by stressing serv-
ice, including reliable deliveries.

« Import Growth. Imports of manufacturer and
consumer goods have grown phenomenally,
while domestic production levels have been dis-
appointing. This changes the market orienta-
tion for trucking services and equipment. Con-
tainer traffic has grown rapidly, originating at
ports and major rail hubs.

+ Insurance Crisis. The cost of insurance for mo-
tor carriers rose rapidly in the mid-1980s and
availability of insurance coverage became a
problem. Insurance costs are a small percent-
age of total operating costs, but that percent-
age almost doubled between 1984 and 1986, to
reach 3.6 percent.”

« Highway Conditions. Traffic growth over the
past decade outpaced highwa, improvements.
In fact, completion of the Interstate system,
originally planned for 1969, has just now be-
come a possibilit,with the funding provided
by the 1987 act. As a result of inflation and
funding constraints in the late- 1970s and early-
1980s, highway pavement conditions deterio-
rated and volume/capacity ratios increased.
Poor pavement and heavy congestion pose spe-
cial problems for the operation of large
trucks.” Increased Federal aid in the mid-
1980s brought some improvements.

‘ American Trucking Associations,American Trucking Trends, 1987
(Alexandria, VA: 1987), ». 44.

“'lbid., p, 28. n )

Federal HIOhWay Administration, Status of the Nations Highways

(Washington, DC: U.S. Department of Transportation, various years),

COMPETITIVE CONDITIONS AND INDUSTRY TRENDS

Regulatory reform and economic shifts led to dra-
matic changes in the motor carrier industry; these
changes were magnified by the recession in late-1981

and 1982. Statutory changes in user tax levels and
in allowable vehicle size and weight have also led
to important industry shifts.
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For-Hire Carriers

The total number of for-hire carriers rose from
67,038 in 1978 to 89,677 in 1987, a 34 percent in-
crease.” The primary focus of the MCA was reg-
ulator, reform for inter-state for-hire carriers, the
group subject to Federal regulation. Easier entry was
in fact accomplished, and the nhumber of ICC-regu-
lated carriers increased markedly in the late- 1970s,
then steeply in the 1980s, more than doubling to
almost 37,000 in 1986 (see table 2-5).

The growth has been primarily among Class Il
carriers, small carriers reporting revenues less than
$1 million annually. The number of Class Il car-
riers rose from 12,900 in 1978 to 33,903 in 1986 (see
figure 2-3). These numbers are dramatic, even if ad-
justed for company withdrawals and growth out of
Class Ill. Meanwhile, over the same period the num-
ber of Class | and Il carriers declined slightly.

State Requirements

State requirements for interstate motor carriers
are gradually becoming more uniform and less bur-
densome. Congress encouraged this process through
provisions of Section 19 of the MCA, which re-
quired a study of State regulations and the prospects
for uniformity.® With support from DOT, the Na-
tional Governors’ Association undertook a multi-

“Dun & Bradstreet Marketing Service, Profile of the Commercial
Heavv Truck Market: An Industry Update, compiled from Trinc Trans-
portation Consultants database (W. Newport Beach, CA: Newport Pub-
lications, 1986).

“u.s. Department of Transportation and the Interstate Commerce
Commission, “Uniform State Regulations,” Section 19, Report to Con-

gress, n.d.

Figure 2.3.—Number of ICC Motor Carriers
by Revenue Category, 1978-86
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KEY: ICC = Interstate Commerce Commission.

SOURCE: Ronald Roth, American Trucking Associations, “Trucking: An Overview
and Focus on Recent Times, " unpublished manuscript, September
1987, chart 14.

year information gathering and consensus-building
project that has resulted in a set of recommenda-
tions for more uniform State requirements.”

14National Governors’ Association, Working Group on State Mo-
tor Carrier Procedures, Consensus Agenda (Ames, |A: lowa Depart-
ment of Transportation, 1986). Policy endorsing the recommendations
(continued on next page)

Table 2-5.—Number of ICC. Regulated Motor Carriers and Freight Forwarders

Revenue classification

Freight
Year Class | Class I Class |l Other® forwarders Total
1987 ... 956 1,266 35,505 711° - 38,438
1986 . ... 947 1,387 33,903 71r - 36,948
1985. ... ... . 1,013 1,489 30,337 444 265 33,548
1984 . ... ... 1,088 1,554 27,370 469 261 30,742
1983 ... ... 1,139 1,631 24,411 336 231 27,748
1982 . ... 1,144 2,139 22,059 380 241 25,963
1981....... ... 1,031 2,293 18,563 383 244 22,514
1980 . ......... . 947 2,164 14,610 324 193 18,238
1979 .. ... 992 2,754 13,337 — 184 17,267

aClassiandClass |l carriers relieved of reporting requirements.
Includes freight forwarders.

SOURCE: Thomas J. Donahue, American Trucking Associations, testimony before the House Committee on Public Works and Transportation, Mar, 16, 1986.

87-004 0 - 88 - 2
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Market Share®™

Domestic freight volumes and the importance of
trucking may be measured in several ways. Total
U.S. domestic intercity freight tonnage was relatively
unchanged over the period 1980-86. However, trucks
increased their share from 36.5 percent in 1980 to
40.1 percent in 1986, after some declines in the late-
1970s when railroads successfully captured growth
in heavy freight such as coal. Domestic intercity ton-
miles reflect both weight and distance moved; in
1986 intercity ton-miles exceeded 1980 levels for the
first time since sharp declines in 1981 and 1982.
Trucking increased its share of intercity ton-miles
from 22.3 percent in 1980 to 25.3 percent in 1986.

Trucks have traditionally carried high-value
freight over shorter distances than rail and earned
higher than average freight tariffs per ton-mile. In
contrast, railroads carry large amounts of low-rated
heavy bulk commodities such as sand, gravel, and
coal. Thus, trucking revenues comprise 76 percent
of all intercity freight revenues, a percentage that
has gradually increased since 1980. While deregu-
lation of both railroads and trucking occurred in
1980, motor carriers have continued to increase mar-
ket share, although at a slower rate. Many motor
carriers now use their fleets very productively and
at low unit costs. Moreover, truck service charac-
teristics are well-suited to the growing use of light
density, high value components and the decline in
traditional heavy manufacturing. Intermodal traf-
fic is growing, and trucks play an indispensible role
in it. Goods move by rail over high-density routes
in double-stack containers from U.S. ports to in-
land intermodal transfer terminals, where distribu-
tion is completed by truck.

Market Competition

The amount of actual and potential competition
in individual markets has grown to a much greater
extent than indicated by the number of certificated
carriers. The authority conferred by ICC to trans-

(continued from previous page)

was adopted by the Governors on Feb. 26, 1986. The Working Group

relied in part on the comparative information in Harrison Boyd &

Associates, “Organizational Frameworks for Interstate Motor Carrier

Regulation,” prepared for the U.S. Department of Transportation, Fed-

eral Highway Administration, unpublished manuscript, April 1987.
BAll domestic freight totals are from Transportation Policy Asso-

ciates, Transportation iii America (Washington, DC: 1986).

port interstate freight is now much broader and has
fewer restrictions limiting points served, commodi-
ties carried, or routes used. It has become common-
place for ICC to grant motor carrier authorit,to
serve all points in the United States for general com-
modities, whether or not the carrier has applied for
the broad authority.

Profit Margins and Overcapacity

The motor carrier industry has continued to gain
market share over the past 10 years, but profits have
been elusive for many firms in the face of an increas-
ingly competitive transportation marketplace. Reg-
ulatory reforms eased entry and permitted better ca-
pacity utilization for some carriers, while the 1981-82
recession damped factory production and shipment
levels.

However, the issue of capacity is complex. The
number of tractor-trailers on the road dropped over
1 percent, and the number of single-unit trucks de-
clined 8 percent’ between 1980 and 1986. At the
same time truck tonnage increased almost 11
percent.

Truck-miles traveled increased nearly 30 percent
per vehicle, and trailer capacity increased as wider
and longer vehicles were allowed. Thus, each truck
is dispatched more frequently, spends more time
traveling, and carries more. Moreover, carriers seek-
ing backhauls offer very low rates rather than re-
turn empty, so that capacity is frequently readily
available at low cost. The amount of freight carried
in each average truckload has remained constant
(13.6 tons in 1980, declining to 13.3 in 1986). These
facts all imply that despite the drop in the number
of trucks, substantial unutilized trailer capacity has
remained available.”

The result has been higher operating ratios (ra-
tio of operating expenses to revenues) on average,
including sharp rises in operating ratios from 1978
through 1982, followed by modest, uneven improve-
ments in the mid-1980s. Profit margins measuring
net income as a percent of sales show deterioration
from 1978 through 1982, followed by irregular re-
covery since that time until 1987 when rate cutting
was severe (see figure 2-4).

16 RonaldD.Roth,American TrUCking A$Ociati0ns, “Overcapa:_
it, " unpublished manuscript, July 1987.
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Figure 2-4.-Net Profit Margin, 1978=87
(all carriers)
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SOURCE: Ronald Roth, American Trucking Associations, “Trucking: An Overview
and Focus on Recent Times, " unpublished manuscript, September
1987, chart 14.

Business Failures

The intensel,competitive atmosphere and con-
tinuing overcapacit,in for-hire trucking is reflected
in the large number of motor carrier failures. Failures
for all for-hire trucking companies, including local
and household, have risen dramaticall from un-
der 200 annually in 1978 and 1979 to over 1,500
in 1986. The pattern of failures between 1971 and
1987 is shown in figure 2-5. The failure rate remained
high in the mid-1980s even during periods of sus-
tained economic growth, and the number of failures
showed its first decline in recent years during 1987.
Even so about 150 of every 10,000 trucking compa-
nies failed in 1987, exceeding the rate of 115 failures
for every 10,000 companies for all businesses. ”
Both large and small trucking companies have failed.

Ronald D. Roth, American Trucking Associations, personal com-
munication, July 22, 1988.

Figure 2.5.—Motor Carrier Failures, 1971-87
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SOURCE: Thomas J. Donahue, American Trucking Associations, testimony be-
fore the House Committee on Public Works and Transportation, “Mar.
16, 1988.

Heavy Truck Sales

Annual sales of heav, trucks have been relativel,
stagnant as shown in figure 2-6. Sales of Class 8
trucks, with gross weight capability of over 33,000
pounds, remain below the 1979 level and showed
declines even in the relatively prosperous years of
1985 and 1986. Such flat sales contrast sharply with
record sales levels for small trucks, pickups, and
vans, which have lifted the overall truck sales mar-
ket. The sales trends suggest that the increased mar-
ket share and expanded number of carriers have not
required growth in the number of trucking units.
The median age for all trucks has increased slightly
from about 6 years in 1978-1979 to 7.7 years in 1986
(see figure 2-7). Fleet purchases lowered this figure
slightly in 1987.

Trailer Size

The changes in size and weight restrictions in 1982
and 1983 allowed carriers to expand capacity and
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Figure 2-6.—Sales of Trucks Weighing Over
33,000 Pounds, 1978-87
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SOURCE: Thomas J. Donahue, American Trucking Associations, testimony be-
fore the House Committee on Public Works and Transportation, Mar.
16, 1968.

increase labor productivity—larger trailers and heav-
ier cargo loads, where possible. Trailer producers
and purchasers responded very rapidly to recon-
figure the Nation’s fleet of trailers. Figure 2-8 shows
that 95 percent of all trailers produced in 1980 (based
on samples of production shipments) were between
40 and 45 feet in length, while almost none were
longer. By 1984, over 58 percent of new trailers
produced were longer than 45 feet, mostly 48 feet.
As of 1986, over 56 percent were over 45 feet, while
29 percent were exactly 28 feet in length, reflecting
the increased use of tandem (double) trailers on the
Interstate system.

Increases in trailer width have been even more
dramatic. Almost all trailers produced in 1980 and
1982 were exactly 96-inches wide, as shown in fig-
ure 2-9. In 1984, less than a year after wider trucks
were permitted on the Interstate system, over 70 per-
cent of the trailers produced were 102-inches wide
or more, most exactly 102 inches. In 1986, 76 per-
cent were 102 inches or more. The trucks encoun-

Figure 2-7.-Median Age of Trucks, 1978-86
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SOURCE: Thomas J. Donahue, American Trucking Associations, testimony be-
fore the House Committee on Public Works and Transportation, Mar.
16, 1988.

tered on our highways are indeed larger than those
of just a few years ago.

Specialization and Concentration

ICC regularly reports operating results for the 100
largest regulated motor carriers; as a group, their
performance has been weak, reflecting financial pres-
sures of recent years. Data for 1981, a good year rela-
tive to the recession that followed, show that ton-
nage fell almost 4 percent, while net operating
income declined by over 26 percent. In 1982, reve-
nue tons hauled fell by 11 percent, operating reve-
nues fell by 4 percent, and net operating income fell
by 62 percent. Of the 100 carriers reporting, 81
showed declines in tonnage and net operating in-
come, and the largest carriers showed a perilous ag-
gregate operating ratio (operating expenses divided
by operating revenues) of 98.7.

Since the recessionary period of the early 1980s,
motor carrier traffic and finances have improved,
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Figure 2-8.—Trailer Sales Since 1980, by Length
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but not by much, In 1986, the 100 largest carriers
hauled less tonnage than in 1981 but realized slightly
higher net income. In 1987, tonnage increased to
181 million revenue tons, roughly the 1981 level,
but profit margins were squeezed. Net income was
down 48 percent, and the operating ratio reached
96.6 percent.”

Less-Than-Truckload Carriers

A small number of the very largest trucking com-
panies have expanded their scope and scale of oper-
ations since 1978. The ten largest carriers, by reve-
nue, are predominantly less-than-truckload (LTL)"
carriers, and they have increased their share of in-

*Interstate Commerce Commission, Bureau of Accounts, “Large
Class| Motor Carriers of Property, Selected Earnings Data,” unpub-
lished data, n.d.

"“Less-than-truckload carriers transport cargo that mav come from
several shippersin units that may weighanywhere from roughly 250
pounds up to as much as 12,000 pounds.

Figure 2-9.-Trailer Sales Since 1980, by Width
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dustry revenues from about 13.5 percent in 1978 to
about 16 percent in the mid-1980s.” The three
largest carriers (excluding United Parcel Service,
which dwarfs them all) are all nationwide LTL
specialists: Consolidated Freightways, Roadway Ex-
press, and Yellow Freight. This Big Three is grad-
ually capturing more traffic, showing more revenue
growth, and reporting lower operating ratios rela-
tive to other large carriers on average. During the
12 months ending September 30, 1987, for exam-
ple, the Big Three increased their total revenues by
5.4 percent while revenue for others in the largest
100 carriers increased an average of 3.1 percent. ”
However, size alone is not a determining factor for
profits, and well-managed small LTL carriers can
also do well (see box 2-A).

“Fortune, “Blessings by the Truckload,” Nov. 11, 1985,p. 138.
“Interstate Commerce Commission, op. cit., footnote 18.
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Established General Freight Carriers

The general freight trucking sector as a whole has
been caught between rising costs and competitive
pressures on rates. The Regular Common Carrier
Conference (RCCC), an association with approxi-
mately 400 members, includes most of the large,
established interstate common carriers. RCCC
members transport general freight and earn about
80 percent of their revenues hauling LTL. Accord-
ing to RCCC data, more than half (53 percent) of
the full service general freight carriers went out of
business between 1978 and 1986.

However, truckload (TL)?and LTL revenues for
the RCCC group differ dramatically (see figure 2-
10). Revenue on LTL traffic has increased slightly,
while TL revenue has decreased sharply. Tonnage
carried by RCCC carriers has dropped, but again
with sharp differences between categories. From
1978-86, LTL tons fell 31 percent, while TL tons
plummeted 63 percent.

“Truckload carriers transport goods for a single shipper in full loads
weighing from about 12,000 pounds to the legal maximum for their
vehicle.

This established carrier group has seen its traffic
erode significantly. Figure 2-11 shows that LTL-TL
tonnage movements for a regularly-surveyed seg-
ment of RCCC carriers did not rebound when in-
dustrial production expanded in the mid-1980s. Pre-
sumably much of the business was captured by other
carriers. Net income for 1986 was at the highest level
in 10 years, but was barely above the 1978 level and
has fluctuated dramatically over the period. Net in-
come for the first 6 months of 1987 was down 61
percent compared to a year earlier.

Truckload Carriers

TL operators easily obtained operating authority
in the less regulated environment of the early 1980s
and grew impressively, with owner-operators pro-
viding a large portion of capacity. TL operations are
simpler than LTL and do not require intermediate
handling and shipment consolidation en route to
make up a trailer load. Many TL carriers have min-
imal communications, management, sales forces,
and terminal facilities. Carrier facilities are likely to
be few in number, sparsely staffed, and removed
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Figure 2-10.—General Freight Trucking Industry
Total Revenue, 1978-87
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SOURCE' Regular Common Carrier Conference, testimony of James C. Haskins
before the House Committee on Public Works and Transportation, Mar.
16, 1988.

from shipment origins and destinations. However,
a new operating strategy is evolving in the TL
market—the high-service carrier serving targeted
market niches. These TL firms provide high-capacity
or special equipment and utilize their assets and la-
bor very productively (see box 2-B). To compete suc-
cessfully, many owner-operators must drive long
hours and accept backhauls at low rates, circum-
stances creating physical, psychological, and eco-
nomic hardships.

Several factors are at work to tip the balance of
TL operations toward larger carriers with more cap-
ital to invest. Concerned about the reliability of

Figure 2.11 —LTL/TL Tonnage,
Adjusted Seasonally
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leased equipment and drivers, carriers with sufficient
resources bu,their own equipment and emplo,
company drivers. Many carriers, such as automo-
bile haulers, operate highly specialized, complex
equipment that is difficult to lease. Productivity is
high enough that shippers pick high-service carriers
for both service and unit price. Such carriers be-
come a “core” carrier, taking a large portion of the
freight from major shippers. Observers predict an
acceleration of the core carrier concept.”

“William M. Legg and John M. Larkin, “High-Service Truckload
Carriers Prospering,” Industr, Week, Apr. 4, 1988, Special Supplement;
and Alex Brown & Sons, Inc., “Wrap-up of the October 29 Truckin,
Seminar,” unpublished manuscript, December1987.

CONCLUSIONS

Trucking is a tremendousl,complex industry that
defies easy classification. Numerous market segments
are served by a variety of motor carriers, and gener-

alizations are tenuous at best. A highly competitive
market environment in the trucking industry con-
fronts carriers of all sizes with constant financial pres-
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sure and forces difficult choices between offering rate
discounts to attract business and maintaining rates
to generate revenue.

Changes in economic regulation affected market
entry, operations, costs and pricing, employment
policies and labor relations (including wage levels),
and technology development. The distinctions be-
tween various types of regulated motor carriers
greatly diminished after deregulation, and entry op-
portunities for private carriers and owner-operators
improved.

The nature and volume of the business conducted
b,various segments of the trucking industry has
changed, becoming less predictable. Large general
commodity carriers tend to specialize in LTL ship-
ments. While many large LTL carriers have failed,
a few of the largest nationwide LTL carriers have
expanded and prospered. Few newly formed carriers
have entered the LTL business; existing LTL car-
riers have competed fiercely for each other’s mar-
kets. Small carriers and owner-operators have cap-
tured a larger portion of the TL market, in part

because of lowered entry barriers and more pricing
freedom. New entrants tend to be small and nonun-
ion, often coming from the ranks of owner-operat-
ors, a key part of this fleet. The interstate portion
of the TL industry has become more diverse and
more dispersed.

Profit margins have fallen, even for the most suc-
cessful carriers, under pressure from intense price
competition that is partly a result of changes in man-
ufacturing and partly of continuing overcapacity.
Expenses per ton-mile are up 75 percent since 1978,
while general freight revenues per ton-mile have in-
creased only 54 percent. Freight rates have also fallen
behind price increases in the general economy, par-
ticularly for large shippers and those in highly com-
petitive city-pair traffic lanes. Carriers that serve
small shippers and those in less competitive mar-
kets have fared better.

Other factors have also changed the framework
in which carriers compete.

« Unregulated commercial zones have been
greatly expanded, opening larger areas to local
carriers.



