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BY THE COMPTROLLER GLNERAL
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I

Improved Service To The
Small Shipper Is Needed

Interstate Commerce Commission
Department of Transportation

Some truckers consider small shipments un-
desirable because they believe the revenue de-
rived does not equal the costs. Therefore,
shippers of small quantities of freight, espe-
cially occasional shippers or shippers in a
remote area, sometimes find shipping difficuit
cr service inadequate.

The Interstate Comumerce Commussion is res-
ponsible {or making sure that truckers provide
adequate, reasonabiy priced service to alf ship-
pers. GAQ beiieves the Commission, within its
regulatory capacity, could further improve
service to the small shippc by

--collecting more reliable data on com-
plaints,

--emphasizing the formal investigation of
small-shipment complaints as the basis
for Commission action, and

--determining whether authority to im-

pose civil penalties would belp combat
the problems.
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COMPFTROLLER GENERAL OF THE UNIVED STATES
WASHINGTON, D.C. 20348

B-187797

To the President o! the Senate and the
Speaker of the Hov.  of Representatives

This is our report on how the Interstate Commerce
Commission can improve service to small sh.ppers. The
report discusses transportatiorn problems of tmall shipments
and how tne Commission has, within its statutory authority,
attempted to solve these problems.

We made our review pursuant to the Budget and Account-
ing Act o 1921 {31 U.S.C. 53), and tne Accounting and
Auditing Act of 12%0 (31 U.S.C. 67).

We are sending copies of this report to the Director,
Office of Management <ad Budget; the Chairman, Interstate
Commerce Conmission; und the Secretary of Transpojtation.

Comptroller General
of the United States
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COMPTROLLEr GENERAL'S IMPROVED SERVICE TO, THE

REPORT TO THE CONGRESS SMALL SHIPPER IS NEEDED
Interstate Commerce Commission
Department of Transportation

bIGEST

One of the Interstate Commerce Commission's
major cobjectives, required by law; 1s to

make sure that requlated truckers provide ade-
quate, reasonably priced service to all ship-
pers.

Truckers believe the revenue from small ship-
ments (less than a truckload) has not egualed
their cost. Therefore, truckers have tended

to assign their eguipment to larger, profit-

able shipments. Shippers of small quantities
of freight sometimes suffer inadegqrate or un-
timely service.

The dilemma of handling small shipments con-
tinues as a perplexing problem to all con-
cerned. The Department of Transportation has
studied the overail situation and supports the
President's proposed Motor Carrier Reform Act
as a way to improve service. (See p. 12.)

Since 1968, the Commission has reduced the
number and severity of complaints from 8,300
in 1968 to an average of 3,700 annually since
1972. This data, however, is unreliable; GAQ
believes accurate data would show a substan-
tially larger number of small-shipment com-~
plaints. The number, however, does not de-
scribe the full extent of the problem. The
infrequent shipper or the shipper in a remote
area is likely to experience most of the serv-
ice problems since large shippers generally
(1, have the volume leverage to get good serv-
ice from truckers and (2) are located in areas
where freguent service is available. Smaller
shippers, according to Commission personnel,
are unfariliar with the Commission and change
to another trucker re'her than report service
croblems.

The Commission =hould:

~- Accumulate accurate data on the problem.

Iear Sheet. Upon removal, the rzport . e
Lovar date <hould ba noted hereon, i CED--77~14
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~--Make additional investigations of serv-
ice complaints as the basis for Commis-
sion action against truckers who violate
the Commission's regulations.

--Determine whethker authority to impoese
civil penalties could comba*: service
problems eflectively.

The Commission's information on small-shipment
complaints is inadegquate becavse criteria ap-
plied by the Commission's field staff who ac~
cumuliate the data is not uniform. (See p. 19.)

The Commission can use a trucker's service his-
tory as a basis for gquestioning his service fit-
ness when he requests authority to provide aZdi-
tional service. This ccecchnique is time con-
suming. Other administrative actions and rule-
makings that could cause truckers to improve
service also have been used to a limited extenc.
(See p. 20.)

If administrative actions and moral suasion
fail to encourage truckers to provide adequate
service to small shippers, the Commission can
irstitute criminal proceedings. This is a
cumbersome, severe tool and is seldom used.
Authority to impose civil violations would
strengthen the regulatory process, but to be
effective, the amount of civil fines should
represent an actual deterrant rather than a
token amount. (See p. 24.)

If truckers believed rates for small shipments
adequately covered their costs and proviced a
profit, then service would likely improve. 1In
1976, the Commission began a new study to de-
fine these costs. (See p. 28.)

The Commission believes GAO's report is a fair,
constructive assessment of the small shipper's
situation and has taken scme corrective actions
on GAO's recnommendations. There were some points
on which the Comnission did take issue. (See

p. 31.)

The Department said the report presents some
excellent research documenting the situation
facing small shippers, but it was disappointed
that GAO did not challenge the fundamental
structure of the Commission's regulatory approach.
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GAO does not believe it Is appropriate to use
problems of the small sh.ipper as the basis

for challenging the broader issues of regula-
tion. The objective of this review was to
improve the operation of the Commission as it
affects the small shipper. No attempt was made
t¢ evaluate the merits or demerits of deregqulation
promosals. Conseguently, the recommendations of
this report should not be construed as providing
implicit support for either side of the issue.
(See p. 32.)
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CHAPTER 1

I TRODUCTION

In November 1575 the President sulmitted to the Concress
a proposed Motor Carrier Reform Act 1/ that would consid-
erably deregulate the mote: carrier industry which the Inter-
state Comrmerce Commission has requlated since 1935. The
proposed act, which was not enacted into law during the 94th
Congress, would have given trucking and bus firms more freedom
to raise or lower prices und would have made it easier for new
carriers to enter the industry.

This proposal and others directed at deregulating rail-
roads and airlines have raiced che issue of regulation versus
deregulxtion. Part of this issue relates to wheth2r service
truckers provide to shippers of small quantities of freight
would be adequate.

Trucking interests believe deregulaticn weculd encourage
discrimination in service availebility and would decrease or
eliminate service to small shippers and cormunities. In April
1976 a national shipper organization stcted tnat the small,
low voiume shipper his a hard time getting pro.pt, regular
pickup service, It also said that carriers o. .en Je2iay deliv-
ery until they think they have accumulated encugh volume to
justify delivery in low volume areas.

The Administiaticn believes the propoced Motor Carrier
Reform Act would stimulate the trucking industry and improve
trucking service to small shippers and communities. We
studied this issve within the context of the Commiscicn's
statutory capability to deal with such service prob.: us
thrcugh the regulatory process.

INTERSTATE COMMERCE COMMISSION

The Commission was established irn 1887 to regulate
railroad transportation ir interstate and foreign cocmmerc.
witnin the United States. The Commission's authority has
been strengthened and broadened so that now it regulates not
only railroads but also trucking companies, bus lines,
freight forwarders, water carriers, ©il pipelines, transpor-
tation brokers, and express companies. By law, regulation
varies between these types of carriccs, hbut it generalily
extends to entry control, rates, and services.

1/4.R. 10909; s. 2929.



The Commission ~onsists of 11 commrissionerz, esch
appointed by the President 2ra confirmsd Ly tne Serate.
The Chairmzn in designated by tue President, and th: Vice
Chairman 1s elected anatallv by the commissioners. Tre
other nine ccammiscsioners serve on cne of three divicions
which act 435 appellace bodies for reconsidering Zecisions
maéz2 by the Cemmession staff. By area of responsicility
the three divisioncs are (1) overating rights, (2) rates
and practices,and (3) finance ond service.

Staff organizat:on

The Commicsion's staff numbers about 2,100 of which
thrae-quarters are locaced at Commission hezdquartz.s in
Washingron, D.C. As shown onh the Commisgion's organiza-
tion chart ‘see aps. I), only the Bureais of Accounts,
Enforzement, and Operations have field staffs.

--The Bureau of Accounts is coaceruved witl. the account-
ing phose of eccnomic iequlation, such as presc:iibing
uniform accounting rules ~nd auditing carriers® finan-
cial records.

-~Th~ Burezu of Fnfcrcemz2nt enforces civil and wenal
provisicns of the Interst-te Commerce Act (45 U.5.C.
1 ct. seq.) and may varticipate in proceedings b de-
veloping factes and issues.

--The Bureauv of Opecations mcaitors and investigates
operatinns of carriecs ar.a rate bureaus 1/ to insure
their compliance with the law ard Commission recule-
tions.

The Co:iission has 79 fi=130 offices lucated in 6 geo-
grzphic regicns. Field offices are generally staffed with
Bureaus of Accounts and Operatiors versonnel. Bureau 721
Enforcemnent personnel are locateo in only 11 field offices.

JURISDICTION OVER MOTCP CARRIERS

The Interstate Commerce Act requires that regqulated
truckuers provide adequate, reaconably priced service to all

1/Truckers formed rate burecaus :9 —ar~ the fi1ling of proposed
rate chanyges with the Commission. “nstead of filino pro-
posalc individually, truckecs may belong to 1 cor more of
atout 100 rate bureaus that prepare, file, and aw2nd
tariffs. The bureaus also provide a means for consolidated
trucker acticn to problews arising from the regulatory
procesa.



shippers. Insuring this is ore of the Commission’s major
objectives in regqulating the trvckirg industry.

The Commission regulates over 17,000 notor carriers.
Jarrivrs exedap: by law from Commission regulation include
{1} those carrving unprocessed ferm przducts,(2) companies
moving thcir own [reducts in their own trucks, and (3} 1l-cal
transportation that is totally within specified urban dis-
tricts that cross State boundaries. The Commissicn regulates
truckiny entry control, service, and rates.

Entry ccntrol and service

Motor carriers must zprly to .Le Cexmission for oper-
ating zuthocitv ana prove that the.ir pronosed service is
reeded. Svuch authority, w.ich is a2ne~~1lly defined in terins
of commodities transport2¢ ard gecgraphi area served, gov-
erns the adequary and quality of service a ‘rucker is to
provide on reasonable reguest. The Comnmigsion may suspend,
~hange, oI re'oke operaling auvthorities i€ a carrier willfuli
fails to comply with the law or regulations.

Carriers are devignated as either commnn or cont.act.
A common carri=r must transpcrt all ruipments--regariless
of size or weight--offered by the general public. 2 con-
fract carrvier, on the other hand, transports only the gsdds
of one or a limited number of shippers which have contracted
with the carrier.

Retes

Th2 Iuccrstate Commerce Act grants immunity from anti-
trust laws to carriers which organize rate bureaus toc estab-
lisn rates, crovided the rates proposed ané methols Jgscd by
the burerus =re approved by the Commissiorn. Most rates of
r#gulated truckers ~re established through reg.zrel _ete
burcaus. Proposec rate changes are made by trunr. § to
thear rate burcau. The bureau holds hearings at whictr car-
ricrs and shivpers may present arguments; then the |ureeu
files *he tariff with the Commission at least 30 dzy before
the effective “zte.

Anvy shiprer, trucker, or receiver may protest the pro-
posal during che waiting period, and the Commission may sus-
g2nd the proposal for up to 7 months., he trucker then rust
prove the propocal is just and reasonsble or the Commissicn
may cancel it. irnfividual truchers nay teke indépendent ac-
tion outside the rates bureau, but mcsc rates are filed
through rate nureaus.
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SCOPE OF REVIEW

We made our revisw at Commission headquarters in Wash~
ington, D.C., and in 22 field vffices loceted in 3 regions.
We examined Commission records on small-saipment complaints,
service violation investigations in generxl, appraisals of
carriers applying for operacing authorit: , enforcement ac-
tions, and appropriate administrative prcceedings. We re-
viewed the Commission's policies, proceduai2s, and applicable
laws and regulations.

In addition, we reviewed published studies by the Com-
mission and others on smsll shipments and urban goods mave-
ment and held discussicas with Commission and Department of
Transportation officiuls. We also interviewed officials of
a major rate bureau and reviewed rate proposals related to
small shipments.

-~
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CHAPTER 2

SERVICE TO SMALL THIPPERS

Common carrier truckers handle about 80 percent of the
small shipuents transported oy regulat=d carriers. Some
truckers, however. .ve reluctant to carry small shipments
becezuse they believe rates do not cover costs. As a result
service to the small shipper is sometimes inadequate. In-
efficiencies in the Nation's urban goods distribution systenm
not only increase cost and aggravate service problems, they

also contribute to traffic congestion, pollution, and wasted
energy.

No universally accepted definition of small shipments
exists. The Commission, for statistical purposes, uses
10,000 pounds as the basis for separating truckload shipments
from less-than-truckload shipments. The trucking indastry
generally has identified small shipments as under 750 pounds
and a 1974 Department of Transpcrtation study defined small
shipments as less than 1,000 pounds.

Shippers' service problems cannot be defined solely in
terms of weight. The Commission has stated that service
difficulties may be encountered on shipments of all sizes,
weights, and configqurations. For example, a trucker may be
reiuctant to carry a particular truckload shipment that it
considers cnly marginally profitable or which may be des-
tined to an isolated area.

For our analysis of the small-shipment problem, we de-
fined a small shipment as one that requires senarate handling
and that is less than a truckload in size and weight.

SMALL SHIPMENTS: A CONTINUINC PROBLEM

There are two problems associated with smz2ll shipments,
First there are induvstrywide problems which can afrfect any
shipper or recec.ver regardless cof its size. There is also
the protlem of service to and from smell, out-of-the-way loca-
tions. Thase problems have been recognized and, as discussed
in chapters 3 and 4, some actions nave been taken. However,
the problems are continuing. and according to a recent study

done for che Department of Transportation, are likely to
increase.

Railroads offer vi_..ually no smali-shipment service.
From the 1940s to the early 1960s, small shippers increas-
ingly preferred truck service because of its flexibility and
geographic coverage. As a result the railroads' smali-
shipment traffic decreased, and cost increased to the point

5
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that they stopped soliciting and handling small shipments.
Receiving virtually no protests from the public, the Com-
mission judged the railroads' elimination of small-shipment
service to be reasonable.

Besides common carrier truckers, other regulated
carriers that transport small shipments include freight
forwarders, which consolidate small shipments mainly in
metropolitan areas; 2xpress companies; ana air freight.

In 1967 the Commission described intercity small-
shipments distribution as one of the most perplexing problems
facing the transportation industry; a problem which might
threaten future growth in important segments of the economy.

The Commission believed the severity and wersening of
the problem was best indicated by the number of small-
shipment service complainis which had increased from 2,900
in fiscal year 1965 to 4,530 in fiscal year 1967. Com-
plaints peaked at 8,300 in 1968, no statistics are available
for 1969, and in 1970 tne Commission changed ts reporting
system. Since then the reported number of complaints has
averaged about 3,700 annually for fiscal years 1972-75.

(See ch. 4 for discussion on accuracy of these statistics.)

Studies of the small-shipment problem have differed
somewhat on the extent of the problen, A 1974 study done
for the Department of Transportation showed that the prob-
lems of small shippers were continuing, and that marketing
changes will probably increase rather than reduce the prob-
lems involved in handling small shipments in the future.
The problems stemmed from a steadily increasing demand for
small, fast, or frequent service which carriers seemed un-

"willing or unable to provide at existing rate levels. This

situation existed despite the fact that rates for come small
shipments had already been increased to the point where they
approached the total value of the shipment.

A 197 Department of Transportation Industrial Survey
showed that over 9C percent of the small shigpers surveyed
said motor carrier service was at least adeqguate. The study
cautioned, however, that the response was high because (1)
none of the respondents were in isolated areas and (2) ser-
vice provided by small parcel specialists (i.e., United Par-~
cel Service) was inclu2z3 in the survey. The study was
based on only a sample of industrial users.

In August 1975 the National Smali Shipments Traffic
Conference established a telephone "hotline" to help ship-
pers and carriers with complaints about smalil-shipment
service. In June 1976 the Conference discoatinued the



hotline saying, "There is no small shipment problem." We
believe tt=s Conference's hotline ‘s an invalid base on which
to draw conclusions about the ex.ent of the small-shipment
problem because the hotline was open only on weekdays from
9:30 a.m. to 1:30 p.m. and was closed on holidays. The
‘hotline was not a toll-free number, but people could call
collect,

Cost and service problems are but two factors related
to a larger issue: the urban distribution of goocds. (See
ch. 3.) cConsumers, most of whom live in urban areas, buy
goods in relatively small quantities and at locations near
their homes. This consumption pattern requires the distri-
bution system to move successively smaller shipments from
manufacturer to wholesaler to retailer to consumer, This
distribution system compounds other prcblems, such as con-

gested city streets, energy shortage, and noise and air pol-
lution.

COST OF TRANSPORTING S!'ALL SHIPMENTS

According to truckers the revenue received from small
shipments is not enough to cover cost. For several reasons
small shipments cost proportionately more to ship than
larger shipments, and even though rates have increased,
truckers contend they stiil lose money on small shipments,

Separate handling is onz reason why small shipments
cost -ctatively more than truckload shipments. A small
shiprent normally involves

~-picking up the shipment from the shipper in the
originating city,

--lLandling the shipment at the carricr's terminal in
the originating city,

--transporting the shipment between cities,

~-handling the shipment at the carrier's terminal in
the destination city, and

--Gelivering the shipment to the receiver in the desti-
nation city.

B truckload shipment, on the other hand, normally can be
picked up from the shipper end transported directly to the
receiver, thereby avoiding terminal handling.

Other factors also make snrall shipments expensive.
According to industry and Commission cfficials, pickup and

..
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delivery costs are basically the same regardless of shipment
size and, thus, are usually a higher percentage of the total
cost for a samall shipment. Overhead and paperwork costs,
such as billing ané documentation, usually vary with the
number of shipments, not weight. Higher loss and damage
costr are another characteristic of small shipments becauce
they are easy to identify, carry, and resell. Trucker re-
action to this combination of ccst factors often has been

to seek larger rate increases ou small shipments than on
truckload shipments. FPor example, from January 1971 through
January 1976, one mejor rate bureau increased certain terri-
torial rates as follnws.

Percent increase

Shipment weight in pounds in rates

Less than truckload:

1l to 499 72

500 to 999 62

1,000 to 1,999 55

2,000 to 4,998 50

5,000 to 9,999 56

10,000 and over . 51

Truckload 31

Ih late 18975, however, several rate bureaus said that
small-shipment cosf:s still exceeded revenues by up to

--66 percent on minimum charge shipments, :
--36 percent on shipments under 500 pounds, and
--9 percent on shipments 500 to 999 pounds.

Seemingly the course of action most often taken when
cost exceeds revenuc has been to raise rates. Truckers,
however, must be prepared under Commission regulations to
prove the reasonableness of rate increases, and proof must
be based on cost evidence. Compiling cost evidence is not
an exact science and is controversiel.

One issue is the actual handling rvost incurred by
truckers to transport small shipments. The Commission made
a study in 1969-70 to determine hcw much handling small ship-
ments require, but the results were strongly criticized by ;
shippers. They disagreed on its validity and use in sup- ‘
porting small-shipment rate increases.

Officials of one major rate bureau told us that shipper
interests have been relatively successful in persuading the

8
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Commission that small-shipment rates shou . not be raised to
levels that truckers contend are needed for profitable oper-
ations.

One commissioner disagreed, saying the Commissicn's
policy is that small shipments should bear their reasonable
share of carrier cost. The commissioner pointed out that
rate bureaus rarely propose rate increases sufficient to
cove: small-shipment costs. For example, in November 1975,
one maior rate bureau prropcsed small-shipment rate in-
creases yet stated that cost would still exceed revenue by
up to

~-49 percent on minimum charge shipments,
--24 percent on shipments under 500 pounds, and

--6 parcent on shipments 500 to 999 pounds.

SERVICE PROBLEMS

In 1967 a Commission staff study reported that a grow-
ing number of truckers were avoiding small shipments because
they considered them unprofitable. This practice violuted
the Commission requlation requiring them to transport all
authorized cargo The study found servic- problems in the
areas of

--service restrictions in tariffs,
~~-fewer through routes, and

-~service inadequacies.

Servi:e restrictions in tariffs

A common carrier must file with the Commissicn and pub-
lish tariffs that show its transportation rates, charges,
and services. According to the Commission, truckers have to
some degree long selected traffic yielding large-~unit profit
by placing certain restrictions in tariffs. For -=xample, tar-
iff restrictions provided that a trucker {l) would accept no
shipments less than a specified weight, {2) required a mini-
mum weight for shipments to or from certain locations, or (3)
would not serve certain locations although it was authorized
to serve them. By the late 1960s truckers had intersified
using tariff restrictions directed mainly at limiting serv-
ice on small shipments and on shipments to and from rural
isolated areas.



Fewer through routes

Shippers need truck service between widely scattered
points. Since common carrier truckers may carry freight
only to locations authorized by the Commission, shippers must
rel; to a great extent on the coordinated services of two or
more truckers to deliver some shipments. 1In 1967 the Cormis-
sion reported that many trucking firms, particularly the
larger ones, were refusing to handle shipments originating
on the lines of other truckers. One solution to this situa-
tion is the through route, which is an agreement between
trucking firms to carry freight from an autheorized pcint on
the line of one firm to an authorized pcint on the line of
another.

A joint rate is a single rate truckers agree to charge
for carrying freight on a through route. Usually the rate
is lower than the combination of rates that each trucker
would have charged, and the truckers decide how the joint
revenue is divided.

The Commissior, by law, has authority to require in-
tramodal through route agreements for railroads, water
carriers, and buses and intermodal agreements between rail-
roads and water carriers. The Commission has no authority
to regquire through route agreements for trucks. The luw
states only that truckers "may" establish tirough routes,
and the Commission through several decisions has intercpreted
this to mean it has no authority to require through route
agreements.

In 1974 about 5,000 trucking rfirms were participating
in thr>ugh routes, but the Commis<ion reported that some
truckers were continuing to curtail service by canceling
published through routes.

Through route costs genetvally are greater than direct
service costs becau~> the shipment may require handling
each time it is t_ansterred between truckers. Some truckers
believed their share of joint revenue was insufficient. The
1967 Commission staff stiudy noted that short-haul truckers
in particular said their cost per mile was greater than that
of long-haul truckecs, and they sometimes demanded a larger
share of joint revenue. As a result, truckers frequently
canceled through routes, which sometimes left small communi-
ties without long-haul service.

Service inadequacies

By selecting and choosing cargo, nany truckers have
directly violated the Commission's regulations requiring

10

T Mt et gk



them to carry all freight, including small shipmetrts. For
example, one trucker accepted through route shipments over
200 pounds and rejected smaller shipments, saying no service
was available, even though both shipments were offered at
the same time and were destined fcr the same location.
Usually truckers justified rejecting shipments by saying
their facilities were overloaded and the shipment might be
damaged if held until it could be shipped. Sometimes truck-
ers would reject shipments expressly Lecause revenue would
be insufficient.

The occasional shipper or shippers in small communities
probably experience most of the service problems because
larger shippers have the volume leverage to get good serv-
ice from truckers and are likely located in areas where
more frequent service is offered.

As discussed in chapter 1, regulations require truck-
ers to transport all freight offered by the public. Ship-
ments of small quantities of freight, however, present prob-
lems because truckers believe small-shipment rates are in-
adequate to cover their costs. Shippers complain of inade-
guite service.

The dilemma of handling small shipments continues as a
perplexing problem to shippers, truckers, and the Commission.
As shown in chapter 3, the Dgpartment of Transportation has.
studied the overall situation within its capacity as coordi-
nator of national transportaticn po.icy. The Commission
recognizes the problems of the small chipper, and in 1967
studied the problem and took corrective actions. These
actions, their results, and improvements still needed are
discussed in chapter 4.

11



CHAPTER 3

URBAN GOODS MOVEMENT

The high cont nf piclup and delivery methods used in
urban commercial centers is a major cause of cmall-shipment
service problems.

Characteristically in urban areas each carrier has its
own fleet of pickup and delivery trucks similtaneously
crisscrossing city streets, serving shippers and receivers
in an .uncoordinated fashion. 7This system produces high cost
and service delays and contributes to traffi: congestion,
pollution, and wasted energv.

In 1970 the Tri-State Regional Planning Commission (New
York, New Jersey, and Connecticut) sponsored a staff study of
regional truck traffic. The staff reported that within a
9-square mile area of Manhattan, New York, over 3,900 trucks
daily picked up and delivered freight without ever leaving
the area. Average shipment weignht was 283 pounds.

Hypothesizing a consolidated pickup and delivery system
for the area, the staff concluded the system daily could save
over 31,000 vehicle miles--the equivalent of 2,400 trucks a
day. Projecting the results to the entire region, the staff
estimated annual regional savings at $95 million.

DEPARTMENT OF TRANSPORTATION :
INVOLVEMENT IN SMALL SHIPHENTS .
AND URBAN GOOLS MOVEMENT ISSUES

The Department of Transportation was established in 1966
+to develop coordinated transportatior servicz, provide general
leadership in solving transportation problems, and make rec-
ommendations to the President and the Congress. Isscues on
small shipments and urban goods movement are part of the De-
partment's national transportation concern.

In 1972 the Secretary of Transportation established an
Urban Goods Movement Task Force, which reported in June 1973
that major issues .n urban goods movement included traffic
delay and congestion, loading and unloading problems, pol-
lution, energy snortage, and land use implications.

The task force noted that trucks domipate urban goods
movement but cautioned that Depar._ment interests should en-
compass all aspects of urban goods movemeut. The Department
has responded ~ith a variety of research projects, several
relating direccly to small shipments. The Department also
supports proposed legislation which it helieves offers so-
lutions to many small-shipment problems.

12
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Research projects

.

At least four Department studies have dealt with the
small-shipments problem as it relates to trucking and urban
goods movement.

Small-shipments study

In 1972 the Department contracted with the American
University to study the small-shipment probiem. The
study was to

--evaluate the scope of the problem,

-~develop a concise understanding of the overall prob-
lem and its subproblems, and )

--prepare an action grogram to deal with the prbblem.

Reporting in 1974, the University di2 not sugges* solu-
tions to the problem but ofi=zred the following conclusions.

~~Marketing changes and trends will continue to in-
crease flow of products and movement of business to
metrzopolitan suburbs, heightening the complexity of
urban goods movement.

--Many carriers, particularly truckers, are reluctant
or unwilling to handle small shipments, mainly in the
100- to 500-pound range. )

-=-Truckers justify their unwillingness to handle small
shipments because they are unprofitable.

--Route patterns of truckers and the general lack of
through routes present a handicap to efficient,
economical transportation of small shipments,

The study alsoc stated that large shipyers of small
shipments do not have problems as serious or as frequently
as small firms because the larger firms can consclidate
shipments, move small shipments with their own trucks, and
have the volume leverage to obtain good service from tru~k-
ers. The study pointed out that the occasional small
shipper or the shipper of small shipments into «¢:d out of
small communities have problems due to

~--size of their product.

-~quantity and weight of their .orders,

13
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-~their or their customer's oat-of-the-way location, |
and

~-scale of their operations prevents their initiating ,
internal changes in distribution methods. .

F:eight consolidation study in
Columbus, Ohio

In 1972 the Department contracted with the Ohio State
University to determine the pocent.al impact of a conzuli-
dated pickup and delivery gystem in {olumbus, Ohio. The
University hypothesized a consolidated pickup and d:livery
system in the Columbus central business district for ship-
ments weighing up to 5,000 p-hunds.

The study showed that the actual system ccmpared to the
hypothesized system had lower vehicle capacity uti‘ization,
higher transit time, duplicated routing, and substantial ‘
waiting time at terminals tc load or unload. The table be- i
low compares the ac’ ial and aypothesized systems.

Actual Hypothesized

pickup and pickup and Percent .
delivery delivery reduc- I
Per formance measure system system tion i
Number of vehicles 660 69 90 i
Vehicle miles 1,280 114 91 ;
Transit time (hours) 244 22 91 i
Unloading time (hours) 392 186 53 !
Loading tine (hours) 81 51 37 f
Waiting time (hours) 251 - 100 ‘

Daily cos: $11,750 $3,340 76

Trancportation facilitation center
coi.cept

The transportation facilitation concept is another name
for consolidated pickup and delivery of small shipments in
uritan areas. In 1971 the Department contracted with the
Ralph M. Parsons Company to study the transportation facil-
itation center concept, and later it modified the study to
include a detailed freight distributicn and economic analysis
for the Chicago. Illinois, area.

Hypothesizing a consolidated system for shipments under
1,000 pounds, the study concluded that a transportation fa-
cilitation center systern: in Chicago

~=could have saved 1.2 million gallons of fuel in 1373,

14



~-=~ould have reduced air and noise pollution and traf-
fic congestion, .

--could reduce truckers' fleet requirements and cost,
and

--could provide shippers and receivers more reliable
service,

The Department said there economies woulé result by
(1) reducing the number of crucks shuttling between termi-
nals, shioper:s. and receivers and (2) designing terminals
specifically to handle and consolidate small shipments.

Institutional barriers to freight
consolidation

The Department and the Federal Energy Administration in
Qctober 1975 funded a study by the University of Tennessee
of institutional barriers to a consolidated urban pickup and
delivery systexm. This study wiil look at tae relationship
among shippers, receivers, carriers, and gcvernment. The
estimated completion date is Novemper 1976.

2s part of this study, an Urban Freight Consolidetion
Workshop was held at the University of Tennessee in January
1976 which revealed the following about services provided by
motor carriers:

--3ll shippers, large as well as small, consider
less consistent pickvp service than is currently
provided reasonable. A consolidation <erainal
must allow pickup service that is c¢onsistent
within a range of 2 to 4 hours.

--Small shippers seem willing L9 accept a slightly
clower total service time than many carriers
currently provide. They seem willing, on the
average, to accept 5-day delivery time,

Proposed legislation

The Department endorsed the President's proposed Motor
Carrier Reform Act because it believed the proposal would
have given the trucking industry flexibility to improve serv-
ice and to resolve pricing problems. The Department believed
that the present rate structure was distorted s¢ that some
shippers paid more than their fair share of cost and others
paid mich less and that this resulted in misallocated trans-
portation resouices. The Departwent believed that the pro-
posed act, by providing more open entry and more flexibility
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in pricing, would enable truckers to serve economically
nearly all geographic areas.

- em wm em =

Although the Department of Transportation is responsible
for designing cverall solutions to nacional transportation
problems, the Commicssion, because of its relationship to the
trucking industry, shovld play a major role in shaping solu-
tions to small-shipment problems.
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CHAPTER 4 .

ACTIONS TAKEN BY THE TINTERSTATE COMMERCE

CCMMISSION TO IMPROVE SERVICE TO THE SMALL SHIPPER

The Commission has been cnncerned about improving
services to the small shipper, but it needs to give more em-
phasis to {1l) developing procedures tc assure systematic col-
lection of reliable data on small-shipment complaints and
(2) investigating service complaints as a basis for ques-
tioning the fitness or regulated carriers. The Commission
also should determine whether authority to impose civil pen-
alties would be effective in combating service problems.

The Commission has developed detailed regquirements for the
Jus* evidence carriers use to support rate proposals: yet,
a controversy still exists as to actual cost of handling
small shipments. This controversy is being studied by the
Commission.

In January 1967 the Commission Chairman appointed thres
comnissioners to a special ad hoc committee to study and
recommend solutions to the small-shipment problem. The com-
mittee limited its study to the trucking industry because
the problem was primarily associated with trucks. Goals of
the study were to

--investigate service problems in general,
~-seek immediate and long range soitions, and

--devise recommendations for the full Comanission
to cconsider.

The committee reported in 1967 that no single action
could solve existing service problems because certain actions
could be beneficial in one situvation and harmful in others.
However, the committee recomm=nded fiv: z.eas to continue
studying:

--Increased monitoring and reporting of service com-
plaints.

--Increased em-i.asis on service fitness of carriers
seeking additionel operating authority.

--Institution of court cases against service violators.
-~Increased efforts *v obtain appropriate legislaticn.

~~Increased efrorts tc obtain appropriate cecst date in
rate proceedings.

17



INCREASED MONITORING OF SERVICE COMPLAINTS

The commission reported in 1967 that small-shipment
service complaints increased from 2,910 in fiscal year 1965
to over 4,500 in fiscal year 1967--an increase of about 55
percent., The committee recommended that

~-the Chairman of the Operating Rights Division be
designated to deal with service complaints as they

are filed and

~-Operating Rights Division members should receive
immediate reports on ce¢irplaints and actions taken
to investigate and resolve them.

The Commission, however, did not set up 2 procedure
for systematically reporting service complaint statistical
data until July 197C. Then, the Bureau of QOperations
started a quarterly statistical report of small-shipment
service complaints filed against regulated trucking compa-
nies., Before 1970 service complaint data was sent to the
Operating Rights Division upon request.

Operations personnel receive complaints against car~-
riers and try to resolve them as quickly as possible.
Since complaints and their severity vary, Operations person-
nel determine whether they can resolve the complaint imme-
diately or whether a formal investigation is necessary.
Operations personnel also assist the public by trying tc
resolve complaints outside the Commission's statutory juris-
diction. Typically, nonjurisdictional complaints against
truckers involve loss and damage claims which the Commission
hac no power to settle.

In July 1972 Operations started documenting all com-
plaints on the "Complaint Register/Action Log." On this
form Operations personnel identify the complainant, the type
of carrier, and the nature of the complaint. Service com-
plaints are classified into categories, such as pickup, de-
livery, small shipment, transit time, through route, and
rate and charges.

Monthly, regional offices send Commicsion headquarters
the complaint reyister data for all «omplaints Operations
has taken final action on, and headguarters makes computer-
ized summaries of the complaint data. It appears the com-
plaint register could pe used to

~--provide data on the volume and types of complaints,

--identify types of carriers that are subjects of com-

plaints, -
18
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—--provide information on the effectiveness of
Operations' work program, and

—-identify complaints that should be included on the
quarterly small-shipment statisticel report.

Unreliable reports

The quarterly statistical report and the computerized
summary of complaint data, however, do not reflect the true
number of small-shipment complaints. This is because field
personnel use inconsistent :riteria to determine which com-
plaints to report guarteriy to headquarters, and freguently
they do not prepare the complaint register accurately for
small-shipment complaints.

Operations' headquarters personnel said the quarterly
small-shipment report should include all service complaints
ag.inst regulated trucking firms. However, in discussions
with field supervisors, who actually fill out the report, we
learned of wide variances in what was reported. Althoush
the Commission states that small shipments are those under
10,000 pounds, some supervisors considered small shipments
to be only those under 200 or 500 pounds, some reported com-
plaints on shipments only under 5,000 pounds, one used
10,000 pounds, and others had no weight criteria for report-
ing complaints.

Operations' headquarters personnal told us the quarte*ly
report should also include complaints not under the Commis-
sion's statutory jurisdiction, but many field supervisors
said they reported only jurisdictional complaints. One
supervisor said he reported only jurisdictional complaints
in which he judged the trucker to bte wrong.

The Commission's computer analysis of complaint regis-
ter data is a potential source of more reliable small-ship-
ment complaint information. Reliability of this sm.ll-
shipment information, however, is guestionable because field
personnel have not consistently and properly prepared the
Complaint Register/Action Log for small-shipment complaints.

Instructions for filling out the compliaint register re-
quire that field personnel mark the type of complaint, For
example, a complaint could be classified as both a pickup
problem and a small-shipment proablem, the latter reférring
§0 complaints alleging failure of truckers to provide- serv-
ice because o7 the small size of the shipment.

Our analysis of the complaint registers for all com-
plaints filed against rcgulated motor carriers, other than
household goods carriers, during fiscal years 1873-75 showed
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only 748 marked as small-shipment complaints. The quarterly
statistical reports, however, showed over 11,900 small-
shipment complaints for the same period. Some fizld person-
nel explained they may have failed to identify scme small-
shipment complaints on the complaint register bacause a
large volume of paperwcrk prevented them from accurately
completing every complaint register. Others said they may
have marked only the immediate nature of the compleint,

such as pickup or delivery, and not indicated whether it in-
volved a small shipment.

Commission field personnel told us that there ar=s prob-
ably more small-shipment problems than reportcd to their
offices because the public is not aware of what the Commis-
sion does or can do to insure reasonable and dependable
service. They also told us that shippers change to another
trucking firm rather than report their problems to the Com- '
mission.

The Commission has issued public advisory number 2 which
adv.sed small shippers on theic rights, remedics, and alter-
natives. 1In July 1976 the Commission issued a revised advisory
to include a gqguestionnaire for shippers to use voluntarily
to report to .he Commission on the adequacy of service re-
cieved. The advisory is available free at Commission of-
fices and for a fee at the Government Printing Office.

There are millions of small shipments annually; the
rumber of shippers is unknown and probably quite large. As
of November 1976, 15,000 advisories were printed and about
7,500 distributed. Since the questionnaire is new, the
Commission has nect compiled data on the number of responses
received.

CARRIERS' WILLIHGNESS TO PROVIDE SERVICE :

The Commission has several cocurses of action to combat
service problems. The Commission may (1)} challenge a car-
rier's fitness when it applies for additional authority,

(2) use other administrative actiuns, such as revoking oper-
ating authorities, issuing only limited-term authorities, or
approving pooling agreements, or {3) issue regulations aimed
at industrywide practices. lNone of these actions have been

used to a great extent. ‘

Challenging service fitness

The Commission has seldom challenged a carrier's service
fitness and has not found a carrier unfit. We believe this
situation results because Commission perscnnel do not emnpha-
size formally investigating complaints of service inadequa-
cies,

'
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A carrier applying for operating authority must prove
it is fit to provide the service it proposes. .In 1960 the
Commission authorized the Bureau of Enforcement to challenge
the fitness of carriers applying for oprrating authority.
The ad hoc¢ committee concluded in 1967 that challenging the
service fitness of some carriers applying for additional
authority should be an effective way to imp:rove service.

The Commission ins%ructed the Bureaus of Operations
and Enfercement to examine each applicant’s service his-
tory and to question the fitness of applicants which
actively avoid small shipments and through-route traffic.
Since 1968 thousands of applications have been evaluated,
about 20.000 during the 3-year period fiscal years 1973-75.
Since 1968 there have been eight challenges of service in-
adequacies; none of the carriers were found unfit,

In 1967 the ad hoc committee recognized that an agyres-
sive program to gquestion carriers' fitness could require
much staff time and recommended that Enforcement increase
its efforts on service fitness. Before Enforcement can
take action, however, complaints about inadequate service
must be formally investigated by Operations. Operations
personnel take some action on all complaints, although they
seldom formally investigate complaints involving small-
shipment service inadequacies. For example, during fiscal
years 1973-75 Operations personnel conducted about 2,600
formal investigations, but only about 3 percent involved
small-shipment service failures by trucking companies
other than household goods carriers.

Field persconnel tcld us that relatively few service
failure investigations are made because ot the lengthy time
to make them. As discussed on page 24, it is likely that
no corrective action will result. From the available data
it is not possible to determine it more investigations were
warranted.

Qur analysis of formal investigations made by two re-
gions during calendar years 1972-75 showed that a%out 75 per-
cent dealt with one tvpe of complaint--unuuthoriced transpor-
tation by a regulated trucker. Field personnel told us that
violations of unauthorized transportation are generally
simple to investigate and document, normally reguiring only
a review of documents at the trucker's office. 3Service
failure investigations, however, can bz complex &and time
consuming, usually requiring many interviews, travel time,
and review of various documents.
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A staff panel, appointed by the Commission Chairman in
1975 to study the Commission's compliance program, found
that Operations' headguarters places too much emphasis on
the number of investigations rather than on their value to
overall regulatory objectives. The panel said that field
personnel shun violations which are time consuming in favor
of those easier to develop.

Revocation of operating authority

According to the Commission, a basic regulatory concept
is that possessinn of operating authority it a privllege
not a right. The ad hoc committee stated tha! vevocation of
authority could be useful in certain circumstances bhut dis-
agreed with revocation as a2 zeneral policy,

The Interstate Commerce Act specifies a two~step re-~
vocation process. First, the Commission must prove a car-
rier is willfully failing to provide adequate service. At
that point, the Commission may issue a cease and desist
order, instructing the carrier to resume adeguate serv.ce.
If the Commission can prove the carrier willfully fails to
comply with the order, the Commission may revoke the car-
rier's authority. 1t is difficult t¢ prove noncompliance
it the carrier performs only token service but can éstabl.sh
the se'vice is commensurate with its financial and equipment
capabilities.

Since 1967 the Commission has instituted 40 revocation
proceedings against truckers, other than nousehold goods
carriers, because of small-shipment violations. &As a re-
sult, the Commission has issued 10 c¢ease and desist orders
and revoked the operating outhority of 1 carrier. Thirteen
cases were pending as of Jung 1976.

Limited-term authorities

The Commission has for many vears issued limited-term
operating authority to common carriers when their proposed
service involved ha-ardous material »r when the applicant
had a history of noncompliance with scfety regulations. 1In
more recent years, the Commission has issued limited-~term
authoritv when app.icants proposed limited or specialized
service. To receive limited~term authority, the carrier
must suimit annual performance reports. The Bureau of Oper-
ations' field staff regularly reviews carrier performance
reports to determine accuracy and evaluates service com-
plaints received against the involved carvier., This infor-
mation is submitted to the Bureau of Economics and the Office
of Proceedings for further hindling.
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The Commission first imposed the performance report
requirement on a carrier that requested authority specifi-
cally to provide service onrn small shipments to several de-
livery points. Shippers said adequate service was bheinc
provided to some of the delivery points for which the au-
thority was requested but not to other poincts.

Performance reports show if a carrier actually provided
the service it propos=4. Reports are not standard but are
tailored to the needs of each situation. The usual period
of 2 limited-term authority is 3 years which gives the ap-
plicant time to establish and develop the proposed service.
The authority's renewal depends on the carrier's performance
during the 3-year period. As of November 1976 there were

15 pending operating authorities containing performance
reporting corditions.

Pooling of traffic

A pooling agreement is an arrangement among common
carriers to pool or divide traffic, service, or revenue.
Pvoling agreements are unlawful unless approved by the Com-
mission because they restrain competition. The Commission
may approve a pooling agreement only if the agreement pro-
vides better service to the public or offers operating
economies and does not unduly restrain competition.

The Comwission hes permitted certain truckers to pool-
their traffic to combat service problems faced by small
communities. For example, in 1975 the Commission approved
a pooling agreement between a long~haul carrier and several
short-haul carriers. The long-haul carrier turned over
freight for 266 small towns to short-haul carriers which
depended on this and other interchange freight to support
5~-day-a-week service to small towns. Service by the lcng-
haul carr.’ er was not feasikble on «nv scheduled basis and
would have jeopardized the short-haui carriers' operations.

Requlation prohibiting service restrict.ons
in tariffs

In 1969 the Commission instituted a rulemaking pro-
ceeding (Ex Parte No. MC-77, Restriections on Service by .
Motor Common Carriers) to study teriff resirictions. Truck-
ers were using restrictions to lirmit the rservice they pro-
vided to small shippers. For exawple, tru~kers sometimes
required a minimum cunarge for shipments under a certain
weight, or the tariff showed that service would not be
provided to certain isclated areas., As a result, in Feoru-
ary 1970 the Commission adopted a regulation prohibiting
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tariff provisions that restrict truckers' services to less
than thejir authorized scope of operation. The Commission
ordered truckers to bring all tariffs into compliance by
June 1, 1S70.

However, the Commission postponed the requlation's
compliance date several times, and finally in December 1974
the Commission ordered the compliance date postponed in-
definitely. This action resulted frem a meeting during
which truckers claimed the regulation could severely damage
the industry's ability to serse the public economically and
efficiently.

The Commission has not allowed truckers to continue
placing new service restrictions in tariffs. Bowever, post-
poning the compliance date does allow a trucker to transfer
restrictive provisions of an older tariff to a later revision
of the same tariff provided the restrictions were in effect
pricr to the regulation.

INSTITUTION OF COURT CASES

By law the Commission may seek criminal penalties, but
not civil penalties, for service violetions. The courts
may impose fines nup to $500 per violation., As of 1967 the
Comm*ssion had not instituted zny criminal cases for small-
shipment service violations, but the ad hoc committee rec-
ommended that the Commission start seeking criminal penalties
and court injunctions, orders permittiny or restraining cer-
tain actions.

Since 1967 the Commission has instituted a limited num-
.ber ¢f court cases to combat small-shipment service problems.
Through calendar year 1973, the Commission had instituted 24
criminal cases and 17 had resulted in a fine, averaging
about $175 2 violation. No criminal cases have been insti-
tuted since 1973.

Since 1967 the Commission has also instituted two cases
seeking injunctions. A permanent injunction was obtained
in one case in 1970, and the other case was dismissed,
also in 1870.

In September 1971 the Commission submitted a legisla-
tive proposal which would have provided a general forfeit-
ure provision for violations under all parts of the Inter-
state Commerce Act. The bill was introduced in [ebruary
1872; no action was taken.

Two factors apparently limit the effectiveness of
criminal penalties in a service failure case
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--difficulty in provinag truckers knowingly’and willfully
violated requlations and

~-crowded schedules or U.S5. attorneys.

Knowledge and willful secvice failures

In & criminal case, it must be proved, beyond a reason-
able doub%, that the defendant was knowingly and willfully
at fault. Enforcement field cfficials said that proving
knowledge and willfulness in a service failure case requires
more than merely showing a carrier refused to provide service.
It must also be proved that the carrier had dock space and
equipment available to handle the shipment at that time and
that the service failure was part of a pattern of inadequate
service., As a result a successful criminal case is a com-
plex, time-consuning task.

The Interstate Commerce Act provides civil penalties
for some violations, such as operating without authority and
failing to file required reports, but not for service viola-
tions. Enforcement officials stated that authority to im-
pose civil penalties for service violations could be effec-
tive because the burden of proof is much less than in crimi-
nal cases--the Commission has only to prove the violation
occurred. Also, becausec the likelihood of conviction is
greater, offenders would be more willing to settle out of
court--about 70 percent of all Enforcement actions are set-
tled this way.

Crowded U.S. attorney schedules

The Commission does not have authority to bring cases
pefore the court. 1Instead, cases must be presented to the
U.S. attorney who decides whether to prosecute. Enforcement
field officials said that in certain jurisdictions regulation
cases generally take a back seat to cases with greater public
interest, such as bank robbery, kidnapping, and extortion,
The U.S. attorney often declines the case or it takes a long
time before it can be prosecuted. As a result, some Enforce-
ment officials are reluctant to pursue criminal actions be-
cause the likelihood of prosecution is small.

EFFORTS TO OBTAIN LEGISLATION

The Commission has proposed legislation related to many
aspecte of small-shipment service, and the ad hoc committee
recommended in 1967 that the Commission continue to seek
legiszlation chat could ata a1ze service problems. The Com-
wission believed that prooosed legislation on through routes
and freight forwarders woeuld have improved service to the
small shipper. -



Through routes

As early as 1949 the Commission proposed legislation
that would give it authority to order truckers to establish
through routes and joint rates. Similar proposals have been
introduced 10 times since then.

The Commission's latest proposal, S. 2086, would have
given it authority to establish through routes and joint
rates between trucks and between trucks and rail, water,
and express companies. The Commiss.ion believed this av -
thority would result in better service to small shippers
located in smaller, out~of-the-way communities, often by-
passed by long~haul carriers, The Senate Commerce Subcom=-
mittee on furface Transportation held hearings on the pro-
posed b:1l in July 1975. No further action was taken during
the 94th Congress.

Freight forwarders

Several times since 1950 legislation was introduced to
permit freight forwarders and railroads to arrange special
rates, Forwarders would be permitted to plav a larger role
in small-shipment transportation by offering lower rates and
expanding their service. The Commission's current proposal,
S. 2083, was not enacted into law.

The Commission told us that freight forwarders were the
only real competitors for small-shipment transportation in
metropolitan areas. Freight forwarders assemble and consoli-
date small shipments but cannot perform any long-haul serv-
ices; instead, they turn over full load or volume shipments
to long-haul carriers. Within a limited area around their
terminals, freight forwarders may provide pickup and delivery
service., Freight forwarders profit by the difference between
rates they charge thei: customers and lower volume rates they
pay the long-haul carriers.

LOST DATA FOR SMALI SHIPMENTS

According to the Commission, better service to small
shippers is possible by developing rates that match ship-
pers' needs and carriers' ability to provide profitable
service. In 1967, the ad hoc commit*ee recommended:

"Continued and increased efforts to obtain appro-
priate date in rate proceedings, * * * go that
carriers can be assured of profitable operations
and shippers can bes assured of economical and non-
discriminatory ravces."
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Since then the Commission has instituted two major rulemaking
proceedings on *his issue: New Procedures in Motor Carrvier
Revenue Proceedinas (Ex Parte No. MC-82) and New Procedures
in Motor Carrier Restructuring Proceedings (Ex Parte No. MC-
98).

New procedures in motor carrier revenue
proceealngs

In August 1970 the Commission instituted this proceed-
ing (Ex Parte No. MC-82) to consider new procedures jovern-
ing evidence requirements in rate proposal cases., Stated
goals were to

~--achieve greater uniformity in data submitted,

~--avoid having to request additinnal evidence during
the case,

~~-define the minimum evidence required, and
--reduce time required for disposition.

In April 1971 the Commission adopted the proposed pro-
cedures which were further refined in 1971 and 1875.

One controversial matter in evidence requirements relat-
ing to small shipments is the platform-handling time of
shipments.

Motor carrier platform study

Small shipments generally receive more platform handlirg
than large shipments and, therefore, should be cherged more
platform cost per hundred pounds than larger shipnents. The
degree to which small shipments actually receive more han-
dling, however, is unknown.

The Commission in 1969-70 conducted a study which, as
shown below, confirmed carrier contentions that small ship-
ments regquire more platform handlirg per hundred pounds than
large shipments.
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Platform handling minutes

Pounds per shipment per hundred pounds

0 to 49 6.40

50 to 99 3.18

100 to 149 2.34

150 to 299 1.77

300 to 499 1,34

500 to 399 1.00
1,000 to 1,998 0.84
2,000 to 4,999 0.62
5,000 and over 0.36

‘The study has been criticized by shipper groups which
believed the results are unreliable and should not be used
in rate proceedings. 7They pcinted out that:

--The carriers and terminals studied were not selected
randomly.

--0Only 18 cities in 13 States were studied.

--Only a limited number of shipmenis (2,737) were
studied.

~--Terminals were studied only during peak activity
periods.

The Commission allowed the study's results to be used
in one case in August 1975; it has not eprroved the study's
results for all rate proceedings. In this case two commis-
sioners dissented, saying that using the study gave it prima
facie validity, ancd because of ics deficiencies the study
should nct be used in rate proceedings.

The majority of the Commrission, however, believed that
using the study's results was preferable to ignoring differ-
ences in platform costs. The majority proposed to start a
new platform study to resolve the controversy. In lay 1976
the Commission directed that a study be performed; it was
started in August 1976 wiih an estimated completion date of
March 1979,

New procedures in motor carrier pricing

The Commission's objective in this proceeding (Ex Parte
No. MC-98) ‘s to develop a pricing system that can natch
shippers' needs and carriers' ability to provide profitable
service.
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Late in 1975 eight major ratemaking bureaus submitted
proposals to the Commission to restructure small~shipment
rates. The bureaus proposed to increase rates on smaller
shipments and decrease rates on heavier shipments. For
example, one proposil was as follows:

Percentage rate

Weight in pounds change
1l to 499 +6
500 to 999 +5
1,000 to 1,999 - no change
2,000 to 4.999 -3
5,000 to 9,999 -3
1C,000 and over -6

The proposal contended <urrent rates were wvndercompen-
sating carriers for smaller shipments and overcompensating
for heavier shipments.

Seven of the eight proposed increases went into effect
in early 1976. . The Commission instituted this proceeding in
January 1976 and asked interested parties to comment on the
need for, desirability of, and methods for restructuring
small-shipment rates. The Commission pointed out that ideas
for change did not need to be confined to the present tradi-
tional rate structure. As of November 1976, the proceeding
was pendiag.

CONCLUSIONS

The Administration sent to the Congress in -1975 proposed
legislation to reform regulation of interstate trucking.
This proposal renewed public incerest in the issue of regula-
tion versus deregulation. One aspect is inadequate service
to the small shipper which, according to a recent study done
for the Department of Transportation, is not only continuing
but 1. likely to increase.

One of the Commission's major objectives in requlating
the trucking industry is to insure that *truckers provide
adequate, reasonably priced service to all shippers as re-
guired by law. This objective is not difficult to achieve
for large shippers, because it is compatible with truckers'
objectives of maximum profit. However, it seems that ship-
pers of small quantities or undesirable cargo generally have
not fared as well. Over the years there have been persist-
ent complaints from both carriers and small shippers--ship-
pers complain about inadequate service and carriers about
inadequate profit. We believe the number of complaints,
however, Jdoes not adequately show the extent of the problem.
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Phe occasional shipper o the smzll shinper in a small
community prohably experiences most of the service problems.

The Commission in 1967 established an ad hoc committee
which studied the problem of *ransporting small shipments
and recommended corrective actions. Since 1968 the Commis-
sion has steadily reduced the level and severity of com-
plaints, but we believe addiiional emphasis should be given
to solving this problem if the objectives are to be achieved
through the reguiatory process.

Accumulating accurate and reliable data is of primary
importarce in our view. We think the Commission's data,
which indicates there are about 3,700 complaints annua'ly,
is not completely reliable because criteria applied by the
Commission regional staff responsible for accumulating the
data is not uniform. We believe that variances by field
personnel in defining small shipmerts and failing to report
many small-shipment problems invclidates the summary data
the Commission uses %o wmake many decisiors ebout small ship-
ments. We believe accurate data would show a larger number
of small-shipment complaints. Data relating to rates and
tariffs is equally important. Until it has reliable data on
platform-hzndling costs, the Commi.-~ion probably can not ce-
solve the conflict between small shippers complaining their
shipping rates are too high aad truckers contending that
small-shipment rates do not cover costs.

The Commission can encourage carriers to provide rea-
sonable and adequate service bv using the carriers' service
history to gquescion their service fitness when they apply
for additional authority or routes. This technique has
- been used infrequently, however. Comnission field personnel
told us that investigatory processes used to support nega-
tive service fitness findings were gquite time consuming com-
pared to other types of investigations and so were given rel-
atively low prioritvy,

The Commission has used other administrative actions to
a limitea extent. For example, the Commission has issued a
regulation prohibiting service restrictions in new tariffs,
but the regulation does not apply to teriffs issued before
February 1970. “nstead, the Commission has allowed restric-
tive provisions of clder tariffs to be transferred to later
revisions of the tariffs as long as a completely new tariff
is not involved.

The remaining course available to the Commission, other
than moral saasion, to encourage truckers to provide reason-
able servirce t> lecs desirable shipments, is to institute
criminal proceedin~s. This tool is cumberson= and rather
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severe, and the Commission understandably uses it with great
reluctance. It =ppears that authority to impose civil
claims for service violations could enhance the regulatory
process, improve the Commission's enforcement efforts, and
rece.ve much greater acceptance from the carriers. Civil
fines will have *o be large enough to be & real deterrant,
however, if they are to be effective.

RECOMMENDATIONS

Ae recommend that the Chairman of the Commission:

--Insure that data collected on small-shipment service
complaints is reliable,

~-Direct that additicnal formal investigations of com-
plaints involwving service failures be wnade as the
basis for chailenging a carrier's fitness, and make
greater use of other remedies, such as limited-term
avchorities and poosling agreements,; already avail-
able to the Cemmission.

--Letermine whether euthority to impose civil penalti:c
would be a valuable tool for combating service prokh-
lems and, if so, request congression.l approval to
impose such penalties.

AGENCY COMMENTS AND COUR
EVALUATION

lntersta‘:e Commerce Commission

The Commission generally agreed that the report w2z, a
fair, constructive assessment of the small-shipment situation
and stated it was implementing our recommendations on the col-
lection of complaint data.

The Commission stated it also recognized the mneed for
irnprovement in its coopliance and enforcement programs and,
as a result, made major internal reforms. On October 15,
1976, the Commission issued an outline of a revitalized com-
pliance program which stated:

“x % * Cjvil forfeitures as an enforcement tool
should also be available across the board in rate
and credit cases and for all vioclations of the Act.
Legislative authority for Cocmmission attorneys to
Itigate cases wnicn are not settled out of court
to strengthen this program also may be neces-

sary, * * **"
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*This compliance policy should result in the con-
centration of reculatory effort on the more signif-
icant matters. To achieve this objective, the Com-
mission will emphcsize the following areas.

1) violations of law relating to inadequate motor
or rall service, together with consumer com-
plaints, * * ¥#," (Underscore added.)

* * * * *

The Commission took issue with certain aspects of the
report. It noted that all studies of motor carrier regu-
lation and the small shipper do not agree on the extent of
the small-shipment problem. These are discussed on page 6.

The Commission stated the 1969 study gave them informa-
tion on the degree to which swall shipments actually re-
ceive more handling. The study, however, has been criticized
by both carriers and shippers because it was not statisti-
cally valid. Furthermore, the Commission has not approved
the earlier study and began a new study in August 1976 using
a probability sampling technique to overcome the criticism of
the earlier report.

Department of Transportation

The Department stated that:

"The GAO draft report presents some excellent re-
search documenting the failure of the existing
economic regulatory system to resolve difficulties
which shippers of small shipments have experienced
with requlated motor carrier service. * #* 27

The Department, however, stated it was disappointed that th-.
report recommendations did not challenge the fundamental
structure of the Commission's regulatory approach.

As stated on page 1 of the report we studied the small-
shipment problem within the context of the Commission's
statutory capability to deal with the problem through the
regulatory process. It was not our objective to support
either regulation or deregulation but rather to inform the
Congress how the Commission has responded to a spscific prob-
lem and what improvements are possible.
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APPF*DIX II APPENDIX 1I

Bnterstate Tommeree Commission
Easkington, B.E. 20423

OCTICK OF THE CHAIRMAN

Octaber 15, 1976

Mr. Henry Es<hwege

Directus

Commrunity and Economic
Development Division

U.S. General Accounting Office

Washington, DC 20548

Dear Mr, Eschwege:

On behalf of the Commission, I appreciate the opportunity to comment
on the proposed draft report to the Congress entitled “Potential for Improved
Service to the mall Shipper"”., On the whole, I believe it is a fair and con-
structive assessment of the situation. However, there are sume aspects of
the report with which we on the Commission wake issue.

[See GAD note 1, p.37.]

The Commissicn has taken a
number of corrective actions to address this problem which are referred to in
your report. The Commission has also sought legislation to enable it to pre-
scribe through routes and joint rates between motor carriers and rail and water
carriers [94th Congress S. 2086 and H. R, 15441].

At page 3, the draft report should reflect that the Commission regulates
trucking in three areas--entry control, service and rates,

As noted at page (ii), we have found some Intarpretive problems in
respect to the reporting and recording of complaint data by the field staff, The

data, although nos totally accurate, did not cause an adverse impact on the Com- ~

mission and its actions to combat tue problemn., The cata-collection prablem

did not .cter our feld staff from rendering prompt assistance tc all complainants,

Although the data collected was not totally accurate, it did correctly
reflect the trend of small shipments complaints, [See GAO note 1, p. 37.]
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The Bureau of Operations is taking corrective action to improve our
complaint data -collection activities, It I8 in the process of implementing the
recommendations from GAO suditors. We believe the review and recommenaa-
tions by your GAO auditors, as to our collection of con'plaint data, will prove
to be very helpful,

At page 1 of the draft report, reference is made to a statement from a
national shipper organization in April, 1976 that the small, low -volume shipper
of small shipments currently has a hard time getting prompt, regular pickup
service, Although the shipper organizatlon is not identified, I am enclosing an
article from the June 7, 197€, issue of Traffic World, The article indicates
that the No%ivnal S.nall Shipments Traffic Conference discontinted its telephone
hot-line service after 10 months of operation because, in its opi:ion, "There's
no small shipment problem”. Only 22 related cails were recefved,

On sheet 6 of the draft report, GAO has questioned the validity and
reliability of the Commission's criteria for designating small shipments and
for reporting complaints thereon, We are concerned with whether your defini-
tion of what constitutes a small shipment woule meet the tests of validity {does
it actually define a small shipment?) and reliability (would that definition
time-and-time again provide a similar answer?). In that respect, we might
point out that each shipmer.t, whethier ‘t is a smal) shipment or truckload ship-
ment, 'requires special hundling. " Moreover, your definition of what con~
stitutes a less-than-truckload shipment (by size and weight) would appear to
raise numerous definitional problems which might result in different judgments
if the matter is considered by a number of people. For example, a shipment
because of extreme density or peculiar nature of the commeodity might take up
a very small portion of the truck but yet woald be designated as a truckload
shipment by both a carrier and a shipper,

At page 15, the draft report refers to four Department of Transportation
studies dealing with small shipments, which generally contain negative findings
as to motor carrier services, The report fails to include the D O.T. swdy,
Industrial Shipper Service (Plant Level), completed in April, 1975 and released
in November, 1975, The study includes motor carrier performance in less-thar -
truckload and small shipmaonts. This study reported that approximately 97 percent
of the shiopars belic ve motor carrier service to be adequace, and significant
percentages of the shippers believe that certain motor carrvier performance factors
were at a bigh level of service (Table 11). Only 3. 2 percent of the shippers believe
there exist too few motor carriers to maintain good service, 84,7 percent fecl
there is an adequate number of carriers, and 12, 1 percent believe there are toco
many carriers ({able 2i). These findings seem to be contrary to the D.O. T,
supported legislation to provide more open entry, as reflected at page 19 of the
GAQ draft report.
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A sux:vey1 presented by the University of Tennessee at the Urban Freight
Consolidation Warkshop. sponsored in part by D, O, T, on January 13 and 14,
1976, revealed the {ollowing in respect to motor carrier services,

All shippers, large as well as small, consider less
consistent pickup service than is currently provided
reasonable. A consolidation terminal must allow
pickup service that is consistent within a range of

2 to 4 hours.

Small shippers seem willing to accept slightly slower
total service time than many carriers currently pro-
vide, They seem willing, cn the average, to accept
S day delivery time.

These reports were furnished to your GAO staff auditor, Kenneth Hockman,
and w-re discussed during the meeting on july 9, 1976. I believe their inclusion
in your r2port would provide for a more balanced treatment of the issue.

As to a forfeiture provisioa for service matters reflected at page 21 of
the draft report, the Commission in September, 1971, submitted a legislative
proposal which would have provided a general forfeiture provision for all vio-
lations of Parts I, I, @Il and IV. This was introduced by Senator Magnuson on
February 25, 1972, as S. 3239.

At page 25, the draft report indicates 748 small shipment complaints
shown on cur complaint register computer cata reports, and 11,000 complaints
on our quarterly statistical reports covering the same periods. The computer
data reviewed by your auditors only dealt with shipment complaints related to
the size of the shipmeat, whereas the quarterly statistical reports covered all
types of “small shipment complaints ' listing six different categories. Our
furcher review of coputer data and the quarterly statistical reports strongly
suggests that the number of small shipment complaints was between 11,000
and 12,000 during fiscal years 1973 - 1975,

Concerning the discussion at page 26 of the draft report, we have recently
revised Public Advisory No. 2, which now contains a shipper questionnaire in
order to make certain tho public is more aware of available Commission assistance,
and to permit better evalua:ion of shipper praoblems. The questionnaire provides
the shipper with a convenien: means of furnishing us information as to the adequacy
of motor carrier services. A copy of the advisory is enclosed.

1/ Freight Service Expectations, Performance and Tradeoffs in Urban Areas:
A Survey, Robert A. Robicheaux, Ph.D., Assistant Professor of Marketing and
Transportation, The University of Tennessee
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Regarding the discussion at page 28 of the draft report, two important
service cases were instituted against Class I carriers. Those proceedings,
No. MC-C-8877, Consolidated Frelghtways Corporation of Delaware--Investi -
gation and Revocation of Certificates and No. MC-C-8807, Pacific Intermountain
Express Co. --Investigation and Revocation of Certificates, resulted {n the Com-
mlission issuiig cease and desist orders to prohibit furtr.er violations of Section
216(b) of the Act on May 13, 1976, and June 18, 1976, respectively., These cases
should have an impact in this area, ‘

Regarding the comments on page 28 concerning the areas to be Investigated
for possible enforcement action, the Commission has recognized the aeed for improvement
in i{ts compliance and enforcement programs. As a result, within the last few months
we have made major irternal reforms in that area and expect that the coming years
will see significant improvements in our compliance and enforcement activities.

Regarding tte discussinn at page 30, the Bureau of Operations' field staff
regularly reviews carrier performance reports to determine accuracy and, evaluates
service complaints received agains* the involved carrier. This information is sub-
mitted to the Bureau of Economics and the Office of Proceedings for further handling,

At page 36, the draft report asserts that it is unknown as to the degree to
which small shipments actually receive more handling. We cannot concur in this
statement because our 1969 study did provide this information. The new stucdy to
which reference is made will utilize a probability sampling technique to overcome
the criticism of the earlier report,

The Commission requests that this reply be included in your final report.

We hope that our comments may be helpful to you in completing your

report, /
e d §iﬁcerely yoy/
C{/ : <
- cofge Bl. Staffor ¥
Chafrman
_Enclosures [See G_AO ane Z.J_

*Commissioner MacFarland was absent and did not participate.

GAO note: 1. The deleted comments relate to matters

.note:

discussed in our draft rcport but omitted
from or modified in this final report.

2. The enclosure to this letter is not
included in this 3appendix due to its length.

Page references in this appendix refer

to our draft report and may not cocrespona
to the pages of this final report.
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OFFICE OF THE SECRETARY 'OF TRANSPORTATION
WASHINGTON, D.C. 20520

ASSISTANT SECRETARY
OB ADMUNISTRATION

November 10, 1976

Mr. Henry Eschwege

Director .

Community and Economic Development Division
I, S. General Accounting Office
Hash:ngton, D. C. 20548

Dear Mr. Eschwege:

This is in response to your letter of September 15, 1976, requesting
comments from the Depariment of Transportation on the General
Accounting Office draft report entitled, "Potential for Improved
Service to the Small Shipper.” HWe have reviewed the report in detail
and prepared a Department of Transportation reply.

Two copies of the reply are enclosed.

Sincerely,

Porccteova T f"fﬂ“"’ﬁ’q:‘"
William 5. Heffelfinger

Enclosuras

e
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’

DEPARTMENT OF TRANSPORTATION REPLY

70

GAO DRAFT REPORT OF SEPTEMBER 15, 1978

oN

POTENTIAL FOR IMPROVED SERVICE
TO THE SMALL SHIPPER B

SUMMARY OF GAQ FINDINGS AND RECOMMENDATIONS

The report explores the extent to which certain complaints have
been raised on th2 provision of regul-ied motor carrier service for
small shipments, Variocus responsibilities of the Interstate Commerce
Commission (ICC) and the Department of Transportation (DOT) in
regard to truck transportatic;n are discussed.

The report finds that the data now collected by the ICC on small
shipments coraplaints is inadequ.ate and unreliable for assessing the
true magnitude of the problem. Accordingly, the report recommends
that the ICC take steps to: (1) collect reliable data on complaints,

(2) emphasize formal investigation of small shipment complaints as
ths baeis for Commission action, and (3) determine whether new
authority for the ICC to impose civil penalties on motor carriera

who are the target of romplaints would help combat service problems.
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The report also discusscs snx;all shipments problems within
the context of urban goods movement problem:s, Four studies
sponsored by the Department of Transportation in regard to freight
consolidation and facilitation problems are described briefly. In
addition, a one paragraph mention is made of the DOT's proposed
Motor Carrier Reform Act (MCRA), and its goal of improving motor
carrier price and service options through increased price {lexibility
and liberalized entry for the motor carrier industry. The report

makes no recommendations in regard to DOT activities,

SUMMARY OF CEPARTMENT OF
TRANSPORTATION (DOT] POSITION

(1) The DOT strongly supports the type of research conducted for

this report.

(2) However, we are very concerned that the report's recommendations
do not address th2 basic question of whether the existing system
of motor carrier economic regulation might be a fundamentally
poor mechanism for dealing with shipper service problems.: The
" research findings documented in the. report reveal substantial ICC
problems in assessing and dealing with shipper service complaints,
But, in the three recommendations of the report for resolving these

problems, the GAO accepts the ICC's traditional regulatory approach,
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(3)

()

()

(6)

™

(8

21¢ gimply calls for increased data gathering and regulatory acti-
vities on the part of the Commission in regard to small shipment

aervice problems.

Other alternatives to traditional economic regulatory approachea
deserve serious consideration in dealing with small shipments/

shipper problems.

The report's recommendations ignore the implications of the
Administration's proposed motor regulatory reform act for more

flexible pricing and service options in the marketplaca,

The report needs to distinguish better the difference between
small shipment problems generally, and the problems of small,

rural shippers.

No means are suggested whereby the recommendations for more
rcliable field data and more intensive formal field investigation
by the ICC of rervice complaints might be translated into action

in the field.

-

Civil penalties may be inadequate to solve this problem in light
of the ICC's present difficulties in convicting carriers cven for

operating rights viciations.

The role of DOT's Ofiice of Facilitation in working with govern-

ment, consumer, and irdustry groups to solve transpcrtation
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problems sheuld be considered among the report's recommendations

for resolving shipper/carriér service problems.

(9) As a result of the cor.nents summarized above, we find the ulti-

mate recommendations of the report to be quite disappointing.

(10) The DOT would welcome the opportunity to discuss our reform
proposals in detail with GAO, and to provide them with additional

materizals in this regard.

DEPARTMENT OF TRANSPORTATION POSITION STATEMENT

The GAO draft report presents some excellent research docu~
menting the failure of the éxisting ecdnomic regulatory system to
resolve difficulties which shippérs of small shipments have experi-
enced ith regulated motor carrier service. Neverth;eless, this
draft must be viewed as only a first step in understanding and resolv-
ing these pfoblems. We particularly .ind the report's ultimate
recommendations to be quite disappointing,

Qur deepest concern is that the report never asks the basic
question of whether the existing system of motor carrier economic
regulation might be a fundamentally poor mechanism for dealing with
shipper service problems. The ultimate recoramendations of the
report never challenge the fundamental structure of the ICC's regu-

latory approach. Rather, they accept this basic structure, and
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mearely call for increased data gathering and regulatory activities
on the part of the ICC in regard to small shipment service problems.
Such recommendations are most dismaying in light of the many
interestihg and informative insights preseated in this repcrt on the
failures of the existing system. Yet, the report never serlousiy
considers the alternative of a more competitive marketplace for
motor carrier service. The report does mention the Administration's
proposed Motor Carrier Reform Act, which is designed to increase
the flexibility of individual carriers and shippers to arrive zat their
own pricing and service solutions in the marketplace (see page 19).
However, the implications of this approach essentially are ignored
byithe ultimate recommendations of the report which, insteau, would
simply extend and contimie existing ICC economic regulatory activities.
Rather then increasing the opportunities for individual shippers
and carriers tc work out thelr own individual solutions directly in a
competitive marketplace, the report's recommendations would involve
an expansion of legalistic complaint procedures under the ICC, increas-
ing the size, scop.e, and cost of ICC regulatory activities. There is no
evaluation of the ability of such an app:Jach to effectively and equitably
deal with the thousands of shippers and receivers throughout the country
who must depend on motor carriers for responsive pickup and delivery
of small ‘shipments. Furthermore, the GAQ reconmendations take

no account of the extremely important observation made on page 26 of
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the report: that one way shippers now deal with service problems is
tc "change to another trucking firm rather than report their problems
to the Commission.*

The latter finding deserves serious consideration as a direct,
effective, immediate and efficicnt means of draling with small ship-
ment service problems. Indeed, better ICC formal investigation of
complaints, even when such complaints are made to the Commission,
will not serve (o solve the immediate problems of small, rural ship-
pers and receivers., By contiast, the alternative of changing carriers,
where alternative carriers are available, offers a most just and
direct chient response to service problems.

Unfortunately, a shipper's alternative of changing carrlers fre-
quently is thwarted by the existing regulatory system. This is because
th2 current system confines competition in given markels to an ICC-
determined field of carriers regulated as to the types of service and
rate competition in which they may engage. In large urban markets
this situation may pose no pressing problems for general freight ship-
pers, since the latter may have as many as twenty, thirty, or forty
carriers from among whom to choose for service. However, for
shippers with specialized service needs or located in small towns or
rural areas, only one or two carriers may have the necessary ICC
authorizations to serve them. Such shippers have little scope for

using alternative carriers when they encounter service prcblems,
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4

short of undertaking the usually costly, time-consuming, and Fiffi-
cult course nf supporting new carrier upnlicants to the ICC for
granta of operating authority.

As the GAO report bears out, traditionally the problem of income
to carriers from the transport of small shipments has been addressed
by the technique of throwing more money at the problem, that is by
raising the rates. This "more revenue' syndrome is a key factor in
reducing the niotivation for developing cost-effective solutions to
the handling of small shipments. By contrast, the ICC's granting of
a unique operating authorily for a certain range of small shipments to
the United Parcel Service (UPS) has resulted in a highly successful
and shipper-responsive operation. The approach of additiona! ICC
grants of specialized carrier operating authorities certainly merits
thoughtful consideration. What is needed, moresover, must go beyond
consideration of only limited-term operating certificates cr pooling
agreements, since the latter are not suitable for addressing wide-
spread service problzms experierced by £mals shippers.

There are¢ several additional problems with the scepe and
recommendations of this report. C(ne such, which mignt be ea.ily
corrected, is in addressing tﬁe difference between problems with
small shipments as opposed to the narrower scope of small shipper
problems, in fact, the am2all shipmems problem ir regargd to the

moteor carrier indusiry im~rolves small shippers, large shippers,
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government shippers at all levels, and large as well as small
receivers. On the 6fher hand,.the small shipper problem usually
involves small shipments to small, cut-of-the-way shippers and
receivers. The report needs to clarify this distinction better.
Directly related to the above problem, it is crucial to note that
the present field forms used by the ICC are woefully inadequate for
identifying the extent to which small, rural shippers and receivers
experience pr.-lems. We need to know specifically whether the
summary dat. ' -om the ICC Quarterly Report Forms is compiled
directly froin the Commission Complaint-Register Action Log, and,
if so, how the summary compilation is done, since the two forms
are substantially different. 1L~ . AG report, itself, on page 25 notes
an extremely large discrepancy betwee. € number of complaints
from these two sources. Irn light ui these acut+ concerns about the
reliability of the ICC forms aud data, ver. severe qu< lions need to
be raised about the potential usefulne<» vven of up -raded ICC statistical
data gathering.
Even by increasing the already substantial resources of time
and money going to ICC field offices, it still may be simply impossible
to establish the actual extent of the small shipper problem. The GAO
recommendation that the ICC collect more relizble data will not get
around shipper non-reporting, nor will it change the tendency of field

office personnel {o spend the bulk of their time investigating simple
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’

violations relating to carriers' trahsport of unauthorized commoditiea.
It seems logical to assume that under the existing system the more
complex and time-consuming nature of service complaints will continue
to make them less subject to investigation by ICC field personnel,

We also anticipate a problem in regard to the GAO recommendation
for ICC authoritﬁ to impose civil penalties on carriers in small shipments
complaints cases. Right now the Commission has the authority to
seek civil penalties for carriers who do not fulfill the obligations
associated with their operating rights. In such cases, if the ICC
brings suit in a court of law to convict a carrier for a violation of
its operating rights certificate, the fines which the courts can impose
run between $100 and $500 per day, with each day of the violation
constituting a separate offense. While there is no information on how
effective this system is, we do know that there are very few cases
.brought. The difficulty is in proving fhat a carrier is not p'ro;riding
service consistent with its equipmént and financial capabilities.

This is also the same problem as ;',n revocation proceedings, and
there seems to us no reason to believe it would be any different for
small shipment cases.

The DOT also would like to point out the success of our Office of
Facilitation, Office of the Assistant Secretary for Environment, Safety
and Consumer Affairs, in working with segments of the transportation

industry as a catalyst/leader in joint government/industry/consumer

47



APPENDIX III ' APPENDIX III

attacks on identified problem areas in the transportation and distribu-
tion industry. It would se~m desirable for the GAO to consider the
mission and techniques of this Office in order to include in the final
report other possible altcrnative approaches that may be taken to the
small shipments prpblem.

All in all, we find th> recommendations of the GAOQ report to be
disappointing., This is dismaying in light of the commendable review
of the current nature of the small shipments problem. What is needed
is more attention to and consideration of alternzatives to the traditional
regulatory approaches of the past. We strongly support the type of
research conducted for the report, as far as it goes. However, we
would very much welcome the opportuaity to diseuss with GAO in
more detail our proposals for economic regulatory referm of the
motor carrier indusiry. To this effect, we also would like to make
available, for their further consideration, 1 wide range of DO:I‘ materiais
on the need for motor carrier regulatory reform wﬁich are not now
considered in the draft report, in ihe chapter dealing with DOT studies
of small shipments problems.

. . \
/ A ¢ &, .’a"(/\s

Robert Henri Binder
Assistant Secretary for Policy,
Plang and International Affairs

note: Page references in this appendix refer to

our draft report and may not correspond
to the pages of this final report.
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PRINCIPAL OFFICIALS

RESPONSIBLE FOR ADMINISTERING

ACTIVITIES DISCUSSED IR THIS REPORT

APPENDIX IV

Tenure of office

From

INTERSTATE COMMERCE COMMISSION

CHAIRMAN:
sJecrge M. Stafford Jan. 1970
Virginia Mae Brown Jan. 196%
Paul J. Tierney Jan. 1:.8
William H. Tucker Jan. 1967

DIRECTOR, BUREAU OF ENFORCEMENT:
Robert S. Turkington (acting) Nov. 1976

gernard A, Gould Jan. 1967
DIRECTOR, BUREAU OF OPERATIONS:

Joel E. Burns Sept. 1976

Lewis R. Teeple (acting) pec. 1975

Robert D. Pfahler May 1867

DEPARTMENT OF TRANSPORTATION

SECRETARY OF TRANSPORTATION:

Wwilliam T. Coleman, Jr. Mar., 1975

John W. Barnum (acting) Feb. 1975

Claude S. Brinegar Feb. 1873

John A. Volpe . Jan. 1969
49

To

Present

Dec. 1969
Dec. 1968
Dec. 1967

Present
Oct. 1976

Present
Sept. 1976
Dec. 1975

Present

Mar. 1975
Feb. 1975
Feb. 1973





