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BY THE CONPTROLLER GENERAL

Report To The Congress
OF THE UNITED STATES

The Household Goods Moving Industry:
Changes Since Passage Of Regulatory
Reform Legislation

Legislation enacted in 1980 reduced regulation of the
interstate household goods moving industry. GAO
reviewed the changes that have occurred among the
industry’s large- and medium-size carriers--com-
monly called van lines--since passage of the 1980
legislation and the status of the Federal Govern-
ment’s effort to monitor the changes. GAO found that

--van hines have begun to offer a variety of new
service and price options,

--agents of van lines have obtained new authority
or expanded their existing authority to move
household goods in additional States, but may
not be using it, and

--when compared with prior years’ income, the
largest carriers were doing financially better
than medium-sized carriers.

The Interstate Commerce Commission has developed
a monitoring program to provide information to the
Congress on van lines’ compliance with its new
operating regulations. However, GAO is concerned
that the proposed program may not be fully responsive
to congressional needs for information on the impact
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON D.C. 20848

B-206071

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses the changes occurring in the interstate
household goods moving industry since passage of the regulatory
reform legislation-~the Motor Carrier and Household Goods Trans-
portation Acts of 1980. It shows a need for greater monitoring of
the impact of the reform legislation on the consumers and the
industry.

Our audit was performed to assist the appropriate committees
of the Congress in their oversight of the legislation.

Copies of this report are being sent to the Director, Office
of Management and Budget; the Chairman, Interstate Commerce Com-
mission; the van lines included in our review and various moving
industry associations; interested congressional committees; and

other interested parties.

Comptroller General
of the United States






COMPTROLLER GENERAL'S THE HOUSEHOLD GOODS MOVING

REPORT TO THE CONGRESS INDUSTRY: CHANGES SINCE
PASSAGE OF REGULATORY REFORM
LEGISLATION

The Motor Carrier Act and the Household Goods
Transportation Act, passed in 1980, were in-
tended to reduce regulation and stimulate com-
petition within the household goods moving
industry. The former act provided for in-
creased competition by reducing restrictions
on entry into the industry and allowing
increased flexibility in setting rates. The
latter encouraged a variety of price and serv-
ice options for shippers and a reduction in
the industry's paperwork burden while still
protecting consumers. The Interstate Commerce
Commission (ICC), which is responsible for
regulating the industry, retained responsi-
bility to (1) establish regulations, (2) grant
operating authority, (3) review requests for
rate changes, and (4) oversee the financial
condition of carriers.

GAO made its review to assist the legislative
committees in their annual oversight hearing
on the acts. GAO's report provides (1) an
indication of the changes that have occurred
among the large~ and medium-sized carriers in
the industry since the acts were passed and
(2) the status of ICC's activities in monitor-
ing the acts. GAO discussions of the changes
provide information on major segments of the
industry's reaction to the new legislation,
(See pp. 1 to 7.)

The household goods moving industry is made up
of van lines (or carriers), their agents, and
owner-operators. Under authority granted by
ICC, van lines provide long-distance moving
through local agents whose services include
marketing, price estimating, and packing. 1In
addition, some agents act as carriers
(carrier-agents) and handle household goods
shipments under their own authority from ICC.
Owner-operators have their own trucks and
lease themselves and their trucks to the van
lines. (See pp. 2 and 3.)
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Since GAO's review was limited primarily to
the five largest and two medium-size van lines
and a small number of their agents, the anal-
ysis may not be representative of the industry
as a whole. wever, these seven van lines
represent abq 60 percent of the ecomomic
activity of uhm 163 household goods carriers
with annual operatlng revenues of §$1 million
or more. GAO attempted to develop information
on carriers with annual operating revenues of
less than $1 million but could not. According
to an ICC official, these small carriers
represent an insignificant portion of the
industry's economic activity. (See pp. 2 to
7.)

PRICE AND SERVICE OPTIONS FOR SHIPPERS

Under the Motor Carrier Act, the van lines
have begun to offer a variety of new price
discounts to specific types of shippers, such
as corporations, based on the volume of
business or negotiated contracts, However,
some household goods carriers and industry
associations have questioned the legality of
these discount programs because they do not
permit individual shippers to qualify and may
result in unfair or destructive competitive
practices, This issue is discussed in appen-
dix II. (See pp. 67 to 71.) Van lines are
also offering several new service options to
shippers, such as guaranteed on-time pickup
and delivery, with payments to shippers for
delays, full value protection against lost or
damaged goods, and dispute settlement programs
for handling shippers' claims. (See pp. 30 to
36.)

The Household Goods Transportation Act allows
shippers to be given a definite price (or
binding estimate) before household goods are
transported rather than requiring that final
charges be based on the shipment's actual
weight. By using binding estimates, carriers
now have the ability to vary their charges
based on existing competition, whereas pre-
viously charges had to be based on actual
weight. An I1ICC staff study, issued in Septem-
ber 1982, observed that should binding esti-
mates become the accepted rule, then the
potential for discrimination between shippers
will be present, The study did not find any
cases of discrimination to date. However, it
appears that few shippers moved under binding
estimates in 1981 in part because all but one
van line GAQ visited did not encourage their
agents to provide them. (See pp. 23 to 28.)
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INDICATIONS OF CARRIERS'
FINANCIAL CONDITIONS

Indications are that large household goods
carriers have done financially better than
medium-size carriers which have experienced
declining earnings, The 15 largest van lines,
as a group, have had net income increases of
29 and 26.3 percent in 1980 and 1981, respec-
tively. 1In contrast, medium-size household
goods carriers, as a group, had a 3.2-percent
increase in net income for 1980 and a 22-per-
cent decrease in net income for 1981. How-
ever, the 15 largest experienced decreases in
net income during the first 6 months of 1982.
Data for medium-size carriers for the first 6
months of 1982 is not available.

GAO's analysis of the financial and operating
results of the 96 largest motor carriers of
property--household goods carriers are only
one type of such carriers--showed that the
seven van lines in this group were doing sig-
nificantly better financially than the other
89 nonhousehold goods motor carriers of prop-
erty. GAO did not determine to what extent
the changes in the financial condition were
due to the reform legislation or other factors
such as the economy. (See pp. 52 to 63.)

AGENTS NOT USING NEW OR
EXPANDED OPERATING AUTHORITY

GAO was able to visit only 34 agents. Of the
34, 10 had received interstate authority to
transport household goods for the first time
or expanded their existing authority into ad-
ditional States under the reform legislation
which reduced entry requirements for car-
riers. However, the 10 agents' use of their
new or expanded authority was very limited.
Several factors, including restrictions by
their van lines, limited some agents' use of
their authority. (See pp. 8 to 14.)

ICC'S NEW AUTHORITY TO TAKE ACTION
AGAINST UNFIT AGENTS ‘

Although van lines continue to be responsible
for self-regulating their agents, ICC has new
authority to issue complaints directly against
agents, ICC is relying on the van lines to
monitor the quality of their agents' service
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but has not reviewed the adequacy of the van
lines' systems or activities in this area.
(See pp. 36 and 37.)

ICC CAMNMMWMOWE ITS

MICC hmm responsibility to oversee the opera~-
tions of the interstate moving industry. In
addition, "the Congress will need information
on the implementation of the acts during its
legislatively mandated annual oversight
hearings.

ICC has developed a plan to review industry's
compliance with its operating regulations.
However, GAO believes that the plan needs to
be expanded to include an evaluation of the
impact of the reform legislation on the
carriers and shippers. (See pp. 40 to 47.)

RECOMMENDATIONS TO THE CHAIRMAN,
INTERSTATE COMMERCE COMMISSION

To provide information to the Congress on the
effects of the reform legislation GAO recom-
mends that ICC monitor the impact of the acts
and regulations on the carriers and shippers.
(See p. 51.) GAO also recommends that ICC
periodically evaluate van lines' systems or
activities in monitoring their agents' quality
of service. (See p. 38.)

AGENCY AND INDUSTRY COMMENTS

ICC agreed with the need to monitor the impact
of the reform legislation and new regula-
tions. ICC has prepared a monitoring plan.
Under its plan, ICC will evaluate the indus-
try's compliance with the new operating regu-
lations. GAO believes that the monitoring
program should be expanded to cover the impact
of the acts on carriers and shippers. (See

P. 51.) Although not implemented, the moni-
toring plan developed by ICC does require a
review of a van lines' system to monitor their
agents' quality of service. (See p. 39.)

The seven van lines included in GAO's review
were given an opportunity to comment on parts
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of the report. Four of the seven provided
comments which have been incorporated in GAO's
report.
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CHAPTER 1

- INTRODUCTION

The Interstate Commerce Commission (ICC) is an independent
Federal agency responsible for regulating interstate surface
transportation in the United States. 1ICC has jurisdiction over
some 20,000 for-hire companies providing surface transporta-
tion--railroads, trucking companies, bus lines, water carriers,
coal slurry pipelines, freight forwarders, and transportation
brokers.

ICC's regulatory activities include

--issuance of operating authority (licensing});

-~approval of tariff filings (rates charges);

--approval to purchase, merge, consolidate, lease, or
control a company's operating rights or properties;

--approval of the issuance of securities; and
~-financial oversight.

HOUSEHOLD GOODS

One segment of the trucking industry which ICC regulates is
the household goods moving industry. Household goods are
defined by the Interstate Commerce Act in three categories
(called provisos):

--Personal effects and property used in residential homes.
(Proviso 1)

--Furniture, fixtures, equipment, and property of
businesses, museums, institutions, or other
establishments. (Proviso 2)

~-~-Articles, including objects of art, displays, and
exhibits which, because of their unusual nature or value,
require specialized handling. (Proviso 3)

The Congress is concerned with protecting the individual
shipper (proviso 1) who pays his or her own shipping costs,
usually on a cash-on-delivery (COD) basis., The individual
shippers usually move only a few times in their lifetime and
have little knowledge of the moving business. But shippers of
general freight and other commodities are involved with many
shipments ané are knowledgeable about tariffs, rules, and
schedules.

In addition to individual shippers, there are two other
types of proviso 1 shippers--national accounts and the Federal
Government., National account customers include large private



companies that pay for the shipments of employees' household
goods when relocating employees in connection with their jobs.
The Federal Government also pays for its employees moves,
utilizing the services of household goods carriers.

HOUSEHOLD GOODS MﬂVING INDUSTRY

Household goods carriers are usually common carriers that
offer transportation service to the general public at published
rates (tariffs). Interstate common carriers must obtain operat-
ing authority from ICC for commodities to be transported and
geographic areas to be served.

Household goods carriers that offer long-distance household
goods moves usually have nationwide authority and provide serv-
ice to their customers through the use of local agents and
owner-operators (truck drivers). The large long-distance car-
riers are generally called van lines.

A van line coordinates and controls the activities of its
agents and owner-operators. It receives and disburses the reve-
nues generated, provides liability and protection for goods, and
receives and processes shippers' claims.

Agents of van lines are local moving firms and number about
8,000 nationwide. Most agents are local movers operating intra-
state and some have their own ICC interstate authority to haul
household goods between States in their own name.

Although these local moving firms may operate under their
own interstate, and their van line's interstate authority, their
trucks and equipment and employees may be used interchangeably.
For example, a truck may be owned by the local moving firm and
still move a family's goods under the van line's authority.
Agents with their own ICC interstate authority are called
carrier-agents.

As an agent of a van line, the local mover gives a price
estimate, contracts the move with the shipper for the van line,
and directs the packing and loading of the shipment. Another
agent at destination may direct the unloading and unpacking as
well as handle complaints.

The other part of the industry is the owner-operators who
own the tractors (truck). Owner-operators lease themselves and
their tractors to a van line or agent for the purpose of hauling
shipments.

The household goods industry is dominated by several very
large van lines which account for a substantial amount of the
shipments made and revenues earned. There were 163 Class I and
Class II household goods carriers that filed reports with ICC as
of August 1982. Class I are carriers with over $5 million in



annual operating revenues and Class Il are ones with annual op-
erating revenues ranging from $1 million to not more than

$5 million. The largest 15 carriers accounted for approximately
75.1 percent of the total revenue generated by the 163 carriers.
The 5 largest of the top 15 van lines accounted for 74.6 percent
of their total operating revenues for calendar year 1981. Data
on Class III carriers—--annual operating revenues of less than

$1 millicon--is not available because they do not report such in-
formation to ICC. But, according to an ICC official, class III
carriers represent an insignificant portion of the industry's
economic activity.

REGULATORY REFORM LEGISLATION

The 96th Congress enacted two major pieces of legislation
which has substantially changed the operation of the household
goods industry.

Motor Carrier Act of 1980

Section 4 of the Motor Carrier Act (Public Law 96-296)
amends the national transportation policy, which is set out in
the Interstate Commerce Act, by declaring that it is Federal
policy regarding motor catriers of property (which includes
household goods movers) to promote competitive and efficient
transportation services for the purpose of accomplishing certain
goals or objectives, such as meeting the needs of shippers, re-
ceivers, and consumers, and to allow the most productive use of
equipment and energy resources. The Congress intended that ICC
recognize the importance of competition as the most desirable
means to achieve transportation goals. Efficiency in motor
carrier operations was also sighted as an important factor in
achieving such goals.

The Motor Carrier Act of 1980 changed ICC's regulatory
authority to increase competition. One of the more significant
changes was to ease entry for new trucking firms into the market
and for existing firms to expand their operations.l prior reg-
ulation tended to inhibit market entry, carriers' growth, and
maximum utilization of equipment and energy resources.

The act also provides motor carriers with increased freedom
in ratemaking and is designed to give the carrier and the ship-
ping public the ability to structure their transportation sys-
tems around a variety of price options. Normally, ICC can in-
vestigate, suspend, revise, or revoke any rate proposed by a
carrier if the rate is too high or too low. However, under a

tsection 5 of the act removed the burden placed on the applicant
for operatlng authority to prove that the new service is or
will be "required by the present or future public convenience
and necessity." Now, the applicant need only show that the
proposed service would serve a useful public purpose. The
burden then shifts to those opposing the appllcatlon to prove
the new service is not in the public convenience and necessity.



new provision of the act, if the aggregate of increases and de-
creases is not more thmn‘1u percent above or below the rate in
effect one year prior ICC cannot object to the change on the
basis of the rate being too high or too low. The 10 percent
range is cal@ed the "zone of rate freedom." Because ICC is
generally not qum@timnimg rate changes, carriers are changing
individual rates without using the "zone" authority. ICC
investigates inﬂiviﬂual rates only when rates are protested by
other parties and rmtes are generally not being protested.

Household Goods Tranaportatian Act of 1980

In passing the act (Public Law 96-454), the Congress stated
that

~-the best means to assure a safe, stable, and financially
gsound system of transporting household goods is through
competition and reduced regulation and

~-maximum flexibility in pricing services best serves the
shippers of household goods and allows a variety of
quality and price options to meet market demands.

The following is a brief description of the act's more
significant provisions.

--The ICC operating regulations and paperwork required of
household goods carriers shall be minimized to the maxi-
mum extent feasible consistent with the protection of
individual shippers. These regulations shall include
reasonable performance standards for household goods
carriers.

~-Household goods carriers may provide the shipper a bind-
ing written estimate of charges for transportation of
household goods, including proposed services. Prior to
this act, carriers could only charge based on actual
weight of the goods and services provided,

~-Household goods carriers may establish rates for trans-
portation which guarantee that the carrier will pick up
and deliver on the days specified in its contract and
provide a penalty or per diem payment if the carrier does
not.

--Household goods carriers may establish a program, sub-
ject to ICC's approval, to settle disputes between such
carriers and shippers. Persons authorized to arbitrate
or otherwise settle disputes must be independent and
capable of resolving them fairly and expeditiously.

--ICC can take disciplinary action against any agent that
is involved with weight bumping (over charging) or other
fraudulent acts or has been consistently unfit to provide
transportation services.



Household goods moving industry
legal issues posed to ICC

Since the Motor Carrier and Household Goods Transportation
Acts of 1980 were passed, members of the household goods moving
industry have requested ICC to resolve a number of legal issues,
including the following:

~-Are rate reductions through volume and other discounts
legal or do they result in unreasonable discrimination
among shippers or destructive competitive practices among
carriers?

-=Do relocation companies--firms that assist corporations,
businesses, and other organizations in moving employees--
qualify for volume rate discounts and, if so, under what
circumstances and to what extent?

--Does a household goods carrier engage in rate or service
preference or other unreasonable discriminatory practice
when it provides services to a large shipper under a con-
tract at rates below those charged to COD shippers for
the same transportation?

-~-Are recent changes by two van lines in their pooling
agreements-~division of traffic, services, or earnings--
with their agents who possess their own ICC operating
authority anticompetitive and, therefore, contrary to the
Motor Carrier Act?

The legal basis for each of the above issues as well as comments
by carriers, carrier associations, and ICC are presented in
appendix II.

OBJECTIVES, SCOPE, AND METHODOLOGY

Our main objective in this review was to determine the
changes that have occurred in selected aspects of the household
goods moving industry since the passage of the regulatory reform
legislation and the status of ICC activities to monitor the
acts. We believe that this information should help the legisla-
tive committees in their annual oversight hearings--specifically
required in the reform legislation. We reviewed specific provi-
sions of the Motor Carrier and the Household Goods Transporta-
tion Acts of 1980. 1In addition, we attempted to identify
sources of financial data on the industry to provide some indi-
cations of the financial viability of the various segments of
the industry. The changes that we discuss provide information
on the reaction of major segments of the industry to the new
legislation. We did not determine to what extent the changes in
operating practices and financial condition were caused by regu-
latory reform or other factors, such as the economy.



Information on changes occurring in the industry was devel-
oped at the headquarters of the five van lines having the
largest total operating revenues and two medium size van lines:

Largest: Allied van Lines, Inc.
Bekins van Lines Co.
North American Vvan Lines, Inc.
Aero Mayflower Transit Co., Inc.
United van Lines, Inc.

Medium: National van Lines, Inc.
Wheaton van Lines, Inc.

In addition, we visited and gathered information from 34 agents
of the above van lines in the Northeast area of the country and
the Chicago area. These agents were judgmentally selected--

primarily on the basis of having their own operating authority.

Information that we developed on these van lines and agents
may not be representative of all van lines and agents. The
effects of regulatory reform on carriers and agents can differ
significantly according to their size, However, the 1981 oper-
ating revenues of these seven van lines represent 59.3 percent
of the total 1981 estimated operating revenues of the 163 Class
I and II household goods carriers that had submitted reports by
August 1982. We believe that changes made by these van lines
and their agents are important examples of industry changes.

To evaluate the industry's financial viability, we analyzed
for calendar years 1979, 1980, and 1981, the financial results
of the 15 largest Class I van lines--in terms of operating reve-
nues. We also analyzed 30 Class II carriers selected randomly
from 134 Class II carriers that had submitted annual financial
reports to ICC by August 1, 1982. Based on the sample, we were
able to project financial results for the 134 carriers with a
95-percent confidence level.

Because of a lack of financial information on agents and
agent-carriers (Class III carriers) and a lack of summary data
on carriers receiving new or expanded operating authority, we
sent 700 questionnaires to a random sample of agents (with and
without their own operating authority) of the seven van lines
selected. From a universe of 800 agents with their own operat-
ing authority we selected 250 agents and we selected 450 agents
from a universe of 2,933 agents without their own operating
authority. We were attempting to gather information on finan-
cial conditions of the agents and use of their ICC operating
authority. However, the response rate for the questionnaire--
only 84 questionnaires were returned--was too low to project the
results to the total universe. We did not use any data from the
returned questionnaires in our report. We also attempted to
identify data on the financial condition of owner-operators by
contacting industry associations but none was available.



Our review was performed in accordance with generally ac-
cepted government audit standards. However, some .of the van
lines and agents would not provide and/or did not have certain
data we requested. Generally, we did not verify the data pro-
vided to us. We also used financial and operational data sub-
mitted to ICC by the van lines we visited. However, ICC did not
verify this data.

We also interviewed officials of the selected van lines,
their agents, and various household goods moving industry asso-
ciations such as the American Movers Conference, the National
Moving and Storage Association, the Household Goods Carriers'
Bureau--a collective ratemaking organization--and the Movers'
and Warehousemen's Association of America. We also visited
ICC's regional offices in Boston and Chicago and interviewed ICC
officials in those regions as well as officials in ICC's
Washington, D.C., headquarters.

The seven van lines were provided an opportunity to comment
on the sections of the report related to their individual opera-
tions., Four provided comments which have been incorporated in
the report., (See apps. III, 1V, V, and VI.)



CHAPTER 2

USE OF NEW OR EXPANDED OPERATING AUTHORITY

The Congress has enacted legislation to reform regulation
of the household goods moving industry. One of the major objec-
tives of the legiglation is to increase competition among car-
riers. One method to accomplish this was to reduce restrictions
on entry into the industry.

Although moving firms--agents of van lines--have received
expanded and new operating authority, the limited use of this
authority has been affected by (1) the economics of hauling,
(2) restrictions of principal van lines on their agents, and
(3) the cost to an agent of providing services that are usually
provided by its van line,

MOTOR CARRIER ACT OF 1980--EASED
ENTRY PROVISIONS

The Senate Committee on Commerce, Science, and Transpor-
tation noted in its report recommending passage of the Motor
Carrier Act that the regulated portion of the trucking industry
over the years has been regulated in such a way as to inhibit
market entry, carrier growth, and optimal use of equipment and
resources.

The Congress adopted a new procedure in the Motor Carrier
Act for handling applications for operating authority which
reflects the strong belief that "competition will bring about
the most efficient and economical delivery of transportation
service to the public.”

The act changes the conditions under which ICC shall
approve applications for operating authority for an interstate
motor carrier of property. One of the requirements in prior
legislation has been retained: all applicants must show that
they are fit, willing, and able to provide transportation. The
other requirement, in the prior but not the present legislation,
was that the applicant had to prove that the proposed authority
would be required by present or future public convenience and
necessity. However, under the Motor Carrier Act of 1980, ICC is
required to grant the operating authority unless it finds that
the transportation would be inconsistent with public convenience
and necessity. Under the prior law, the applicant had the
burden of proof., Evidence necessary to prove that the transpor-
tation is "inconsistent™ would have to be provided by those
opposing the grant of new authority.

The act limits the carriers that may protest to (1) car-
riers that have performed or in good faith solicited service
within the scope of the new application during the previous
12-month period (such carriers must have appropriate authority
and be willing and able to provide service to meet the reason-
able needs of the shippers), (2) carriers that have applications



pending for substantially the same traffic, and (3) carriers
that are otherwise allowed by ICC to intervene,

Although ICC is to consider, among other things, the
effects of granting an application on existing carriers, ICC,
under the new act, cannot find that diversion of revenue or
traffic from an existing carrier is in and of itself inconsis-
tent with public convenience and necessity.

MOTOR CARRIERS RECEIVING
OPERATING AUTHORITY

With the eased entry requirements of the Motor Carrier Act
and the changes made administratively by ICC prior to the act,
many new motor carriers of property have entered the motor car-
rier industry and existing motor carriers of property have
expanded their operating authority. Motor carriers of property
include all types of goods--only one being household goods.

The process of easing entry requirements had actually
started much sooner than the act's effective date. An ICC task
force study on motor carrier regulations dated May 1979 noted:

"The Commission has in recent years adopted a wide
range of rule changes and policy revisions directed
at rationalizing regulation of the motor carrier
industry. The intent of these changes has been to
reduce the extent of regulatory intervention by
reducing entry barriers in many markets and by re-
quiring rates to be determined by more competitive
means than those sanctioned by the existing collec-
tive ratemaking process."

As a result of ICC's administrative changes prior to the
Motor Carrier Act, greater numbers of motor carriers of property
have received expanded or new permanent operating authority.

The chart on page 10 shows the total number of carriers granted
permanent operating authority in fiscal year 1976 through the
first 6 months of fiscal year 1982. The portion of these
carriers receiving ICC's interstate authority for the first time
(new carriers) is also shown:



Carriers granted

new or expanded Carriers granted
Fiscal vears authority new authority?
1976 4,710 468
Transition quarter
(7-1-76 to
9-30-76) 958 156
1977 6,038 850
1978 8,684 528
1979 12,233 689
1980 22,125 1,423
1981 27,475 3,702
1982 (first
6 months) 7,771 3,017

apigures include only applicants granted new operating
authority. All these carriers are also included in the first
column.

The percentage of processed applicatxons that resulted in a
grant of some authority has also risen. For example, only 69.8
percent of cases resulted in a grant of some authorlty in fiscal
vear 1976 whereas that figure rose to 96.7 percent in fiscal
year 1981 and 97.5 percent for the first 6 months of fiscal year
1982.

HOUSEHOLD GOODS MOVERS--OPERATING AUTHORITY

Although ICC computerizes data on grants of permanent oper-
ating authority, grants to move household goods cannot be sum-
marized by the system. Therefore, data on the numbers of house-
hold goods carriers granted new or expanded authority is not
readily available. We have included information relatlng to new
or expanded authority for a very small number of carriers we
contacted, but this information may not be representative of
other carriers. We developed such data on a limited number of
agent-carriers of the van lines we visited during our review.

New or expanded operating authority
by agents we contacted

We contacted 34 agents of the seven van lines selected for
review: five from each van line except National. Of the 34
agents, 25 had received interstate operating authority before
the Motor Carrier Act was passed. Their operating authorities
included as few as 2 States to as many as 28 States. However,
the portion of agents having interstate authority is not repre-
sentative of the total universe of agents of the seven van
lines. We purposely selected agents that had their own author-
ity to develop data on agents' use of their own authority. Wwe
know, based on data collected from each of the seven van lines,
that approximately 20 percent of their agents now have their own
interstate operating authority.
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Five of the nine agents which did not have their own inter-
state authority were agents of Allied van Lines who are not
allowed by Allied to hold their own ICC authority.

Since the act was passed, 8 of the 34 agents expanded their
interstate authority and 2 received ICC interstate authority for
the first time.

Many of the agents we contacted in New England that re-
ceived additional authority under the new act had authority
prior to the act in the six New England States plus one or more
of the adjacent States (New Jersey, New York, or Pennsylvania).
When they expanded their authority, most received authority
south along the east coast to as far as Florida.

These agents gave various reasons for applying for addi-
tional authority. Some agents were after selective markets.
For example, one agent wanted authority in one State with a cer-
tain military installation so that it could handle moves from
one installation located in the agent's State to the other
installation., Another agent wanted to make more moves under its
authority rather than the van line's authority. Two agents
expanded because they believed that the authority may be valua-
ble in the future if ICC again tightens its entry policy. One
agent indicated that it would not use its new authority unless
it had problems with the van line.

Agents we contacted are not using
new or expanded authority

Of the 25 agents having interstate operating authority
before the act, 22 told us that they used their authority to
some extent. Only 1 of the 10 agents receiving new or expanded
authority under the act used its new authority to any extent.
The one agent had expanded from 8 to 14 States in March 1982 and
had used this new authority 18 times as of July 1982.

Three major reasons given by agents we visited for not
using their new authority were (1) the economics of hauling,
(2) restrictions by van lines, and (3) the cost of providing
services usually provided by the van line.

Economics of hauling

Of the eight agents that expanded their authority, four
had authority prior to expansion to operate in States (7 to 11
States) that covered distances up to about 600 miles. The
agents said that they could profitably operate in this area
without return shipments and, therefore, could use their own
authority. Trucks with shipments handled by the agent (under
the van line's authority) will be given goods to transport back
to or close to their original departure (backhauls), when avail-
able, by the van line to prevent trucks from returning empty.
In addition, trucks can operate profitably in this limited area
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The expanded auth@mity the four agents received increased
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Two United Van Lines agents indicated that United may some-
times help in obtaining a return shipment(s) when an agent sends
out a shipment under the agent's authority. United will provide
backhaul shipments as well as combining an agent's shipments

L}
(under the agent's authority) with van line shipments from other

agents if the agent will agree to haul under its own authority
only shipments traveling 750 miles or less. In commenting on
our report, United Van Lines stated that its approach encourages
agents to use their own authority for those shipments which the
agents can handle profitably, short distance regional moves not
requiring return tonnage or other coordinating services to oper-
ate profitably. United also stated that, for return shipments,
agents hauling under United's authority are given priority over
agents hauling under their own authority when handling shipments
in excess of 750 miles.

Van lines and the agency system, however, were created to
allow agents to operate over long distances efficiently. Van
lines generally have authority to operate in all 48 contiguous
States. Agents use the van line's authority and thereby receive
the economic advantage of (1) combining household goods ship-
ments from more than one agent to assure full truck loads and
(2) providing backhaul dispatch service so that their trucks do
not have to return empty.

Restrictions by van lines

Van lines placed restrictions on the agent's use of its own
authority. As suggested above, one restriction is that wvan
lines will normally not provide backhauls to their agents when
they are operating under their own authority.

In many ways, a van line places implied or expressly stated
pressure on its agents to either limit or totally prevent the
use of their own operating authority. Three agents, expressing
their views about the van lines with which they are associated,
said that their principal van lines would probably terminate
their agencies if they made extensive use of their new author-
ity. One of these agents also said that its van line normally
gives each agent exclusive rights in a specific geographical
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area, and, therefore, would not give an agency agreement to
another local moving firm. However, after this agent expanded
its authority, the van line told this agent that the van line no
longer considered it necessary to protect its exclusive area.

If this agent uses its new authority extensively, the van line
would appoint a new agent in the territory and may even termi-
nate the agency, according to the agent. Another agent said
that it cannot use its own authority because of sales guotas
imposed by the van line,.

United van Lines, in commenting on the report, expressed
concern about the implication that van lines are unduly imposing
their will on agents, noting that the three agents may be
correct about their van lines' attitude of terminating agents
who make extensive use of their own authority. But United
stated that this is not true at United, noting that its rules
were developed by its own agents. United added that 130 of its
nearly 600 agents set policy governing United's operations.

A more direct approach to discourage agents from using
their authority has been taken by North American van Lines.
After January 1983 all agency contracts that are new or renewed
will require the agents to give up their interstate authority or
to establish new companies with separate equipment for use with
the agents' authority. Agents usually used the same facilities
for the van lines' operations and their own operations, and the
van line's name and logo appear on the trucks, uniforms, and
building used in their own operations. According toc one agent,
establishing a separate company would be very costly. The agent
stated that the new policy of North American would require an
agent to (1) advertize separately, (2) maintain a separate
telephone system, and (3) hire separate personnel.

One North American agent said that he would give up his
authority if- the van line gave him a long-term contract. Two
other North American agents had not decided what they would do
when their contracts expire.

North American agent-carriers have requested ICC to inter-
vene in their behalf and determine if such actions are anti-
competitive. A full discussion of the legal issues in this
action is presented in appendix II.

Cost to provide various services

The last problem limiting the use of an agent's own author-
ity is the financial resources needed to provide various serv-
ices such as handling paperwork, carrying receivables, providing
claim settlement, and purchasing new eguipment to serve new
areas. If an agent uses the van line's authority, such services
are provided to the shipper by the van line, When operating
under its own authority, the agent must provide these services
at its own cost.
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CHAPTER SUMMARY

Although
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.l.ll’l;EB we VJL%IE@Q' WWWE OI the agencs had recelvea new or ex-
panded authmrity since the act was passed Agents that discus-
sed the act with us identified factors which limited. their use
of new or expanded operating authority.

uwr data is limited, some agents have recelved new
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CHAPTER 3

NEW PRICING TECHNIQUES

The Congress, by enacting the Motor Carrier and Household
Goods Transportation Acts, desired to improve competition and
reduce regulations. To encourage price competition, carriers
were given greater flexibility in setting rates. Carriers are
now offering volume discounts to shippers that provide a minimum
required amount of business and are making contracts with volume
shippers at a discount, In addition, the Household Goods Trans-
portation Act established a new pricing alternative where ship-
pers can be given a firm, fixed price before the household goods
are moved-~binding estimate--rather than requiring that final
charges be based on the shipment's actual weight. Van lines we
visited--except one--~did not encourage their agents to provide
binding estimates, and few shippers moved under binding esti-
mates in 1981,

Many van lines and household goods industry associations
are questioning these technigues.

--Volume discount programs and contract agreements provide
discounts to corporate accounts only. Individual ship-
pers that would normally make one shipment a year cannot
qualify for these programs.

--Binding estimates can be used to fluctuate their
charges based on competition.

In an attempt to further increase price competition, ICC
now permits an agent with its own operating authority to estab-
lish prices which differ from its principal van line. However,
we found that most of the agents we visited did not intend to
establish prices which would differ.

PRICE DISCOUNTS

Greater pricing flexibility under the regulatory reform
legislation has resulted in carriers' use of two major discount-
ing techniques:

~-Volume discounts are percentage reductions from the
tariff rates provided to shippers that provide a
carrier with a minimum required amount of household
goods moves,

~-Contract carriage agreements are negotiated contracts
between a carrier and a volume shipper that provides
a discount from the tariff rates.

These discount programs are not available to individual
shippers. Due to the minimum number of shipments or dollar
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amounts needed to qualify, volume discount programs are only
available to the national account shippers--companies moving
their employees. Theréforxe, individual shippers that ship their
household goods once in any one year could not qualify for the
discounts, Contract carriage agreements are negotiated with
national account shippers.

Generally, van lines in our review have continued to charge
the same rates to individual shippers. These rates were in-
creased in unison when the Household Goods Carriers' Bureau, an
industry collective ratemaking organization, published industry-
wide tariff increases through ICC.

Volume discount programs

All seven of the van lines we reviewed are offering volume
discount programs. While the volume discount programs offered
by the van lines are similar, there are differences in the way a
shipper would qualify and the percent of the discount. The
table on page 17 provides the various methods of qualifying and
the discount percentages with their qualification categories:
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No. of ship~ Cumulative Line-haul

ments needed weights needed revenues needed Discount
van lines to qualify to qualify to qualify percent

o (Pounds)—

Bekins 10 or more - - 7
North American - - $ 10,000 - 100,000 10
101,000 and over 12

Unitedg@ - - 10,000 - 99,999 10
100,000 and over 12

National 10 ~ 99 - - 16
100 or more 18

Allied 10 - 49 - - 10
50 ~ 99 11

100 and over 12

Mayflower - - 25,000 - 49,999 2
50,000 ~ 99,999 3

100,000 -~ 199,999 5

200,000 - 299,999 6

300,000 - 399,999 7

400,000 - 499,999 8

500,000 - 999,999 10

1,000,000 and over 12

wheaton - 100,000 ~ 1,249,999 - 10
1,250,000 ~ 2,249,999 12

2,250,000 .or more 15

AIn commenting on our report, United stated that its discount
percentages were increased on November 1, 1982:

Percent
$ 10,000 - 99,999 10
100,000 ~ 249,999 12
250,000 and over 15

Individual shippers that would normally only make one ship-
ment in a year cannot qualify for these programs even if the
cost of their move is more than the program's minimum qualifying
amount. Programs are set up to provide discounts on shipments
after the minimum is exceeded during a certain time period and,
therefore, a single-move shipper would not qualify.

Similarities and differences exist in the procedures and
requirements for the various discount programs among the seven
van lines included in our review. For example, North American,
United, and Mayflower, that base their programs on dollars of
revenue, applied discounts on the line-haul transportation
charges and not on any additional charges, surcharges, seasonal
rate adjustments, or charges for storage in transit. Line-haul
charges include the normal cost to locad the goods on the truck,
transport them to their destination, and unload them but not
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packing or unpacking, storage, or other special services. The
cumulation of revenues needed to qualify for discounts are also
limited to line-haul charges. 1In addition, each program applies
to shipments moving among the contiguous 48 States and between
any contiguous State and Canada.

For North American's program (see p. 17), the 10-percent
discount would be applied to the line-haul revenue of each
qualifying shipment beginning after the $10,000 cumulative
line-haul revenue level has been met or exceeded within a year,
starting after the effective date of the program.

Under United's volume Saving Plan, the discount is based on
the billed line-haul revenue for the previous 12-month period.
For example, if cumulative line-haul revenues from May 1, 1981,
through April 30, 1982, amounts to $24,000, the line-haul volume
discount rate on shipments loaded during the month of June 1982
would be 10 percent. There is a 1-month delay between the
months of discount calculation and discount application,

Statistics on the use of volume discounts by national
accounts were not readily available., Allied declined to provide
us the information indicating that it would not expend resources
needed to develop the statistics; Mayflower indicated that data
was unavailable. At the time of our request, National's program
was not in effect.

Bekins indicated that for the 5-month period November 1981
to March 1982, 55 percent of its corporate account, line-haul
revenue had been discounted, representing a total of $722,000 in
discounts.

Wheaton provided volume discounts to 101 shippers from
May 1, 1981, to April 30, 1982. Approximately 4,737 shipments
out of 10,739 commercial shipments were discounted for a total
discount of $300,663.

For United, the number of shipments for which discounts
were applied was not available; however, the total dollars of
discounts for the period from July 1, 1981, to December 31,
1982, was estimated by United to be $4.5 million.

Under North American's volume discount program, 3,600 ship-
ments were discounted for an estimated total discount of
$308,000 in calendar year 1981 (program's effective date--May 6,
1981).

In our visits to agents, 8 of the 27 agents who had their
own operating authority (25 agents had authority under the prior
act and 2 agents received new authority) offered a volume dis-
count program under their own authority. Seven of the eight
agents offered a program that was identical to their principal
van line's program. The eighth agent developed a separate
program which provided discounts with lower minimum shipment
requirements than its principal van line,
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Five of the eight agents offer volume discount programs to
better compete with other local moving companies; one said that
some of his commercial accounts were considering using a dif-
ferent company because he did not offer a volume discount pro-
gram. The other three agents only offer the program because
they use their van lines' programs. Five agents were unable to
provide information on the number of discount moves made; the
other three had made very few moves under their own programs.

contract carriage

Motor carriers of property hold two types of operating
authority--common and contract. Van lines generally hold common
carriage authority--offering transportation of property to any-
one (general public) for prices that are published in tariffs.
Under contract carriage authority, a carrier also provides
transportation of property but to one or more specific firms
under continuing contracts for prices stated in the contracts.

Carriers, historically, have not been allowed to hold both
types of authority. However, ICC adopted a rule change, effec-
tive June 1, 1978, which substantially removed the existing
impediments. The Motor Carrier Act of 1980 eliminated remaining
impediments. According to the Household Goods Carriers' Bureau,
before the Motor Carrier Act most contract carriage by household
goods carriers involved proviso 3 shipments, but since the act
van lines have been using contract carriage authority for
proviso 1 shipments as well.

This change has lead to a new type of discounting author-
ity. Under contract carriage, van lines can now provide volume
shippers percentage discounts which can apply to any services,
such as packing, not just line-haul revenue charges. 1In con-
trast to volume discounts which are available to any commercial
shipper that can meet the minimum amounts, discounts under a
contract are available only to the shipper that negotiated the
contract.

All of the van lines we contacted have either entered into
contract carriage agreements or are in the process of negoti-
ating such contracts. As shown in the chart on page 20, the
number of contracts is expected to increase in the near future.
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Contracts in
negotiation or

van lines Cantracts awaiting ICC approval

Bekins 1 19
Allied - 30
North American@ 4 65
Uniteda 2 22
National 1 -
Mayflower 6 1
Wheaton 1 1

Total 15 138

aIn their January 1983 comments on our report, United and North
American stated that they had, at that time, 20 and 25 con-
tracts in effect and 47 and 200 in negotiation or awaiting
ICC approval, respectively.

Many van lines and industry associations
object to discount programs

van line officials have indicated that the new truck reform
legislation and the poor economy have created price competition.
However, many officials believe that discounts discriminate
against COD shippers.

Officials of both Wheaton and Mayflower van Lines told us
that commercial shippers are receiving significant discounts
from volume discounts and contract carriage. With the number of
moves decreasing in 1981, van lines have attempted to attract
business by aggressively competing for commercial business.

They added that individual (COD) shippers may eventually pay
higher prices to make up for the revenues lost through
discounts.

The vice President of Sales for North American stated that
the greatest impact of price competition will be on agents and
independent owner-operators. According to an ICC official,
owner-operators receive about 55 to 65 percent of a line-haul
charge, agents get about 20 percent, and the van lines take the
balance (about 15 to 20 percent). When prices are discounted,
the owner-operator and agent lose more money on each shipment
than the van line.

Certain van line officials said that contract carriage pro-
vides few benefits to the van line. Some contracts do not
require the shipper to provide the carrier a minimum number of
moves. According to North American, most household goods con-
tract carriage agreements do not have minimum volume require-
ments for the shipper to receive a discount.

Household goods moving industry associations and some van
lines have petitioned ICC, questioning the legality of the
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volume discount programs, contract carriage, and other discount
programs. The two cases discussed below are more fully dis-
cussed in appendix II.

A petition of January 29, 1982, to ICC by the Movers' and
Warehousemen's Association of America, a trade association
predominately for small carriers, argued that present discount
programs violate national transportation policy which encourages
the establishment and maintenance of reasonable rates without
unreasonable discrimination or unfair or destructive competitive
practices. According to the association volume discounts dis-
criminate against the individual or small commercial shipper
that is unable to qualify for volume discounts.

In a January 6, 1982, petition to ICC, the Household Goods
Carriers' Bureau, later joined by the American Movers Confer-
ence, a trade association of household goods carriers, ques-
tioned the legality of contract rates for national account
shippers. Again, the question was raised whether a common car-
rier of household goods is in violation of rate preference or
other discriminatory practices when entering into a contract
with a national account shipper at rates below those charged to
individual shippers for the same transportation.

MOST CARRIER-AGENTS WE VISITED ARE
NOT ESTABLISHING RATES THAT DIFFER
FROM THEIR VAN LINES

An agent operating under its own authority can now offer a
rate other than the van line's rate for services between the
same points. However, only two of the 34 agents we visited had
established different rates.

In its changes to the household goods operational rules,
ICC revoked a rule, 49 C.F.R. 1056.18‘(1980), which provided:

"No such [household goods] common carrier shall act
as agent for any other such common carrier in the
solicitation of shipment of households goods * * *
between points which such agent is authorized to
serve and for which it shall have established
different rates than those of its principal."

ICC noted in its proposal to cancel this rule that the
prior rule appeared to be in violation of the intent of the
Household Goods Transportation Act of 1980 because compliance
with the rule would be contrary to the act's antitrust provi-
sions. That is, the act granted antitrust immunity for only
specific activities between agents and van lines. However, the
situation of agents and their van line charging the same rate
was not one of the activities that is granted antitrust
immunity.
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In May 1981 certain van lines, the American Movers Confer-
ence, and the Household Goods Carriers' Bureau filed a suit
against ICC objecting to various final rules, including the can-
cellation of 49 C.F.R. 1056.18. In chapter 5 we discuss this
suit in detail, but we do not discuss this particular rule.

In addition to its antitrust argument, ICC noted that an
additional reason for canceling this rule was to increase the
"price and service competition between and among principal
carriers and their agents."

In ICC's regponse in this case, it stated that:

"In setting the fundamental policy goals of the
HGTA [Household Goods Transportation Act] Congress
declared the 'best means of assuring a sound house-
hold goods transportation system' is through
competition and reduced regulation* * *," [Emphasis
added].

ICC also noted that the Congress in this act stated that maximum
flexibility in pricing of carrier's services best serves the
shippers and allows a variety of quality and price options to
meet market demands. These goals are now part of the national
transportation policy and a major rationale for both the Motor
Carrier and the Household Goods Transportation Acts of 1980.

The court, in agreeing with ICC, stated that:

"The Commission very appropriately eliminated
those vestiges of the old anticompetitive
Bulwinkle philosophy in executing its mandate
to 'review and revise' its household goods
regulations in order to carry out the purposes
and policies of the 1980 legislation.”

Of the 34 agents we visited, 2 had established prices that
differed from their van lines. One agent had developed its own
volume discount program to compete with other local agents.

None of the agent's other prices varied from that of its van
line. The program offered by the agent's van line required a
shipper to make 10 moves to qualify for a discount, whereas, the
agent's program required only 3 moves to qualify. The other
agent said that it would not adopt a 9.2-percent rate increase
adopted by its van line in order to better compete with other
local interstate movers.

None of the other 32 agents planned to develop prices which
differed from its van line in the foreseeable future. Some
agents indicated that establishing different rates would be very
costly and time consuming. Another noted that two separate
rates would create a chaotic environment for its employees.

Some officials of the van lines said that van lines would most
likely drop agents that competed with the van lines for long-
distance moves. Another van line does not allow its agents to
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quote different rates, according to an official of that van
line. United Van Lines, in commenting on the report, said that
competition encouraged by regulatory reform should be between
van lines and not between a van line and its own agents.

In commenting on our report, North American stated that
194 of its 230 agents having their own operating authority have
rates in effect that differ in some respect from North Ameri-
can's rates. However, North American did not explain how many
of these were minor or major rate differences.

BINDING ESTIMATE

The Household Goods Transportation Act authorized van lines
to provide a shipper with an estimate of the cost of a move
which is binding. An estimate is a price quoted for the perfor-
mance of services to be rendered. Under ICC's prior regula-
tions, a household goods estimate-~—-an assessment of their weight
plus other incidents of service, such as distance--could not be
binding. Actual charges had to be based on the shipment's
actual weight. Under the actual weight method, if a shipper
received a low estimate but the actual weight of his or her
shipment was significantly higher, then the charge would be
higher. This requirement resulted in a great deal of consumer
dissatisfaction. As a result, section 4 of this act allows
carriers the option of providing a shipper with a written
binding estimate.

The seven van lines we visited offered binding estimate
programs. The binding estimate programs of the van lines are
generally the same. The shipper receives a written estimate
that is binding and will be charged that amount upon delivery of
his or her goods. An additional assessment will not be made
even if the shipment's actual weight would justify such. Under
a binding estimate, a van line would not need to weigh the ship-
ment. Only one van line--Wheaton--developed its program so
that the shipper pays the lower of the binding estimate or
actual weight charge.

Another difference between van lines' binding estimate pro-
grams exists. Three van lines' binding estimates include all
normal destination charges where the others did not. An offi-
cial of one van line that did include normal destination charges
indicated that only unusual destination charges would not be
included in their binding estimate. Occasionally, the moving
van is unable or prohibited from delivering the shipment
directly to the destination residence. For example, the ship-
ment may have to be loaded on a smaller truck for delivery.

This unusual charge would not be included in the binding
estimate.

Those van lines not providing binding estimates for desti-
nation charges said that certain things at destination cannot be
perceived by the origin agent; for example, the need to carry
goods up a flight of stairs. Therefore, these charges were not
included.
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Limited use of binding estimates

Although the seven van lines we reviewed offered binding
estimates in 1981, only one van line--Bekins-~utilized this op-
tion to any great extent. The following table shows the number
of shipments using binding estimates in calendar year 1981 by
the seven van lines we reviewed.

Date
program No. of shipments Total COD and
became involving binding national account
van lines effective estimates in 19812 shipments

Bekins 01/21/81 47,067 77,571
North American®  08/13/81 399 115,311
Allied 07/06/81 ; 137 184,262
National 05/31/81 32 7,023
Wheaton 06/11/81 59 5,288€
Mayflower 09/08/81 202 36,717€
Unitedb 09/08/81 137 101,579

acovers period from date program became effective to
December 31, 1981.

BPIn commenting on our report, United reported preliminary
figures for calendar year 1982 of 2,578 out of 195,211
shipments, and North American reported 5,614 out of 113,683
for the same period.

CCovers the period of July to December 1981 and includes
only COD shippers because national account shippers did
not use this program.

The effective dates shown above are the starting dates of
the van lines nationwide binding estimate programs. On May 1,
1981, North American, Mayflower, and United first began offering
binding estimate programs in selected cities and counties in a
limited number of States.

Most of the agents we visited that had binding estimate
programs under their authority provided little or no moves under
the program. Of the 27 agents having their own operating
authority, 15 offer the same binding estimate program as their
van line. The remaining offer no program. Eight of the 15 had
made no binding estimates under their own authority, and the
range for those that had made binding estimate moves was from 1
to 15 moves from the start of their program until the time of
our visit (December 1981 to June 1982).

According to agent or van line officials, several factors
have limited the use of binding estimates during 1981. National
accounts generally prefer charges based on actual weight. The
van lines we visited did not offer binding estimates for the
full year. As noted above, some initially operated test pro-
grams in selected geographical areas and subsequently expanded
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their programs nationwide. The most significant factor, we
believe, is that van lines~-except Bekins--did not encourage
their agents or shippers to use binding estimates.

All of the binding estimate programs--except Bekins—-
offered by the van lines we visited penalize the agent for low
estimates. The most common penalty system allowed the agent an
underweight variance of a certain percent--usually 10 percent-—-
before a penalty was assessed. The so-called chargeback system
guaranteed that the van line and owner-operator transporting the
shipment would receive at least 90 percent of the revenue they
would have earned if the shipment had moved under a nonbinding
estimate, that is, based on actual weight. The chargeback
system required that each shipment moved under a binding esti-
mate be weighed. If the binding estimate price causes the
shipper to receive a discount of over 10 percent of the actual
weight cost, the agent is penalized through a reduction in its
share of the line-~haul revenue equal to the amount necessary to
meet the 90-percent guarantee.

As a result, officials from all of the van lines we visited
except Bekins said that their agents did not encourage shippers
to use binding estimates. Only Bekins required its agents to
give binding estimates on all COD shipments over 3,500 pounds.
The other van lines have left the option up to each individual
agent.

Almost all agents we visited believe that binding estimates
have significant disadvantages and most provide a binding esti-
mate only when specifically requested by the shipper. Some of
these agents said that they discourage shippers from requesting
such estimates. FPor example, one agent said that many shippers
do not know whether they will move all of their household goods.
Any salesman can easily convince a shipper to use a nonbinding
estimate by explaining that, with a nonbinding estimate, he or
she will pay only the cost of moving the items actually moved.

Of the seven van lines we contacted, four said that they
plan to increase the number of binding estimates in the future
generally to be more competitive with other van lines and their
agents using binding estimates. These van lines said that they
will increase advertising, offer binding estimates on proviso 2
and national account shipments, and remove the booking agents'
penalty for low estimates. For example, Mayflower dropped its
chargeback system in February 1982 so that binding estimate
shipments are weighed only if the owner-operator believes that
the weight has been significantly understated. Not weighing
shipments eliminates any method of chargeback. In another
example, United planned to allow agents a 20-percent weight
variance under actual before a chargeback penalty will be
assessed against the agent. At the time of our visit, the
variance allowed was 10 percent. In commenting on our report,
United and North American reported that binding estimates for
calendar year 1982 shows a significant increase has occurred in
their use. (See note b in the chart on p. 24.)
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In a September 1982 staff report developed by ICC's Chief,
Compliance Branch, Office of Compliance and Consumer Assistance,
ICC stated that it had reviewed data from a questionnaire pro-
vided to household goods shippers as a part of an ICC informa-
tion pamphlet. Carriers-are required to give the pamphlet to
all shippers, Based on a review of data from questionnaires
received during the first 7 months of 1982, the study noted that
the use of binding estimates was expanding in 1982 and estimated
that 15 to 20 percent of all shipments for individual shippers
would be moved under binding estimates in 1982, The study con-
cluded, however, that there is nothing to suggest that the atti-
tude of the carriers toward binding estimates had changed or
that there will be a major shift to using binding estimates.

In commenting on our report, United disagreed with the study's

conclusion, noting that United believes that carriers are more

aggressively marketing binding estimates and, based on United's
experience, individual shippers are taking greater interest in

them,

Shippers may be assessed a premium
or receive a discount

The Congress, in authorizing the use of binding estimates,
recognized the significant benefit to the shipper in receiving a
price prior to the move that will not be changed. However,
charges on binding estimates can vary from the price a shipper
would have paid based on actual weight.

Binding estimates can be used as a pricing mechanism. Ac-
cording to one van line official, agents were allowed to vary
the density in estimating weight to meet price competition. A
Bekins official explained that estimates are made on a volume
basis; each box or piece of furniture is given an approximate
volume figure. Total volume of all household goods for one
shipment is converted to weight/pounds by applying a density
figure which is usually 7 pounds per cubic foot. By reducing
the density figure to 6 or 6.5, a lower weight and price can be
charged,

It should also be recognized that, during the peak moving
season, when a van line or an agent may be operating at capac-
ity, that is, having all the business that can be handled, the
possibility exists that the density and/or total volume figure
could be raised. This could result in a shipper paying a higher
price than he or she would have paid under an actual weight
basis. Agents told us that it is possible that shippers could
receive discounts in areas of extensive competition and pay
premiums in areas of limited competition.

In commenting on our report, United believes that individ-
ual shippers are not paying a premium, particularly in the cur-
rent operating environment when competition for every shipment
is fierce, even in peak season. A management official of United
stated that as a result of the poor economy, fewer people are
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moving, which results in excess capacity. According to the of-
ficial, van lines are offering such things as volume discounts
and contract carriage in an effort to fill excess capacity. COD
customers are also benefiting from discounts through the binding
estimate programs. He noted, however, that he believes the
rates COD shippers pay will go up when the economy improves and
current excess capacity disappears. We believe that, as this
excess capacity disappears, COD shippers will more likely pay
premiums on their household goods moves.

In addition, ICC will not be able to adequately monitor the
reasonableness of binding estimates since shipments do not have
to be weighed. 1In its September 1982 staff report, ICC noted
the following when it attempted to review binding estimates to
determine if rates charged were predatory:

"Evaluation of the data and making the intended
review was severely impeded by the absence of a
scale weigh on all of the binding estimate
shipments transported by Bekins and United."

ICC also noted that a portion of the binding estimate shipments
of Allied and North American did not include scale weights.

Other disadvantages mentioned by agents and van lines
include:

--It is necessary to prepare a detailed and time-consuming
inventory at the time of estimate.

--The driver must ensure that only the goods included in
the estimate are shipped.

--Estimating is not an exact science and it is difficult
to give accurate estimates. (Under estimating results
in loss of revenues.)

some of the van lines have reviewed the reasonableness of
their binding estimates. Bekins analyzed 1,787 national account
shipments to determine the accuracy of their binding estimates.
The analysis revealed that the weight on 296 shipments was over-
stated by more than 20 percent and the weight on 300 shipments
was understated by more than 20 percent.

Reviews of binding estimates performed by Allied and North
American did not provide data on the significance of weight
variance (over and understated). Allied provided only average
variance of shipment weight and total charges on 312 shipments
reviewed. Allied data showed that the estimated weight averaged
3 percent below actual and total charges collected on binding
estimates averaged 2.4 percent below charges based on actual
weight.
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North American reviewed 17 moves by binding estimate;
comparing estimated charges versus tariff charges (based on
actual weight). It found that, on the average, binding esti-
mate charges were 3.7 percent below tariff charges.

As noted earlier, ICC reviewed binding estimates of the
five largest van lines to determine if they were provided on a
nonpreferential basis and did not result in predatory charges.
ICC's staff study concluded that

"No information was developed to support a
conclusion that any carrier is offering service
under the binding estimate concept on a pref-
erential basis."

However, because of a lack of scale weights, as noted earlier,
comparisons were made of average revenue per item transported
under binding and nonbinding estimates. We believe that compar-
isons to actual weights would be more accurate and result in a
reliable conclusion regarding predatory charges.

ICC's staff study stated that:

"Should the marketing and pricing of household

goods transportation services using binding esti-
mates become the accepted rule, the potential for
discrimination between shippers will be present."

The study further states

" * * jt is possible that carriers will use
binding estimates to attract traffic they would
not receive otherwise and to discourage the tender
of traffic they do not want or need. The poten-
tial appears to exist for carriers to 'elect'

to not provide binding estimates or, if such
estimates are offered, the charges per item may
exceed the charges provided by the rates in the
tariffs when there is an abundance of available
traffic. On the other hand, shippers in those
parts of the country where traffic is scarce may
find that, with a minimum of negotiating, the
estimates of their charges may be appreciably
below the level of the tariff charges."

CHAPTER SUMMARY

All of the van lines we visited have utilized the new price
flexibility encouraged by the new regulatory reform legislation.
This flexibility has taken the form of volume discount programs
and contract carriage agreements with corporate shippers. Vol-
ume discounts and discounts under contracts are not available to
the individual shipper. Some van lines and industry associa-
tions are objecting to such programs on the basis of alleged
discrimination to individual shippers as well as other issues.
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Under the Household Goods Transportation Act, binding esti-
mates were authorized to allow van lines to provide shippers a
firm, fixed price before a move. All of the van lines we visi-
ted established programs to offer binding estimates to ship-
pers. However, only Bekins vVan Lines actually required its
agents to offer shippers' binding estimates. Other van lines
did not encourage their agents to provide such estimates by
establishing chargeback systems. As a result, few moves were
made using binding estimates in the industry in 1981. However,
it is expected that a greater number have been made in 1982 due
to competition and changes the van lines made in their programs.

Binding estimates can be used as a pricing mechanism. This
allows a van line or its agents to increase or decrease its
price estimate based on competition or the lack of competition.
As a result, shippers can be assessed premiums or granted dis-
counts over the price they may otherwise pay on an actual weight
basis. Without shipments being weighed, there is no way to
accurately determine if any significant premiums or discounts
are occurring.

29



CHAPTER 4

NEW SERVICES TO SHIPPERS

AND NEW ICC AUTHORITY

The regulatory reform legislation resulted in the following
new services:

--Guaranteed pickup and delivery service can be offered
which provides per diem payments to shippers for delays
beyond agreed dates. Four of the seven van lines
included in our review offer this service.

--Dispute settlement programs provide independent arbitra-
tion of disputes between carriers and shippers rather
than court settlements. All but one of the seven van
lines included in our review are using a dispute settle-
ment program developed by an industry association.

--Full value protection programs offer replacement cost
coverage for lost or irreparably damaged goods. All of
the van lines had developed and were using such programs.

The reform legislation also gave ICC new authority. The
Household Goods Transportation Act provides ICC the authority
to take action against agents considered unfit or involved in
fraudulent acts where the van lines have been unwilling or
unable to do so. However, the act places the principal respon-
sibility on van lines for the acts of their agents. 1In imple-
menting this statutory provision, ICC is relying primarily on
the van lines to assure that their agents are providing adequate
service. But, ICC has not reviewed the van lines' monitoring
systems to assure that their monitoring is adequate.

GUARANTEED ON-TIME PICKUP AND DELIVERY

Under section 4 of the Household Goods Transportation Act
of 1980, motor common carriers are allowed to establish rates
which will

"% * * guarantee that the carrier will pick up and
deliver such household goods at the times specified in
the contract for such services and provide a penalty
or per diem payment in the event the carrier fails

to pick up or deliver such household goods at the
specified time."

The intent of this section, as noted in a House committee
report, is to address a major consumer problem, that is, car-
riers' failure to pick up or deliver at agreed times. Under the
prior law, carriers were required to provide service with rea-
sonable dispatch. If a carrier failed to comply with its agreed
delivery time, a shipper could have a claim for damages against
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the van line called an inconvenience claim. However, if the van
line denied the claim, a shipper would have to. bring action in
court. This section provides for an alternative method for
handling this problem.

Four out of the seven van lines we reviewed offered guaran-
teed pickup and delivery service. The four programs are similar
in several ways. The carrier agrees to pickup and deliver dur-
ing a period of time (a day or a number of consecutive days).
Shipments are guaranteed only for goods (1) weighing a minimum
amount, usually 3,500 pounds, (2) not delivered to storage or
loaded from storage, and (3) shipped within the Continental
United States. None of the four van lines charged fees for this
option. If a carrier fails to pickup or deliver during an
agreed date or days a penalty is paid for each day missed,.
Allied, Mayflower, and United van Lines pay $125 per day of de-
lay and Bekins pays $100 per day; Mayflower will pay a per diem
rate of 10 percent of line-~haul cost if that is greater than
$125.

Shippers can also claim reasonable inconvenience expenses
in addition to the per diem penalty for three of these four van
lines. Inconvenience expenses would be those incurred by the
shipper and family for meals and lodging due to the delay in de-
liygry. Usually limits are set on the compensation that will be
paid.

Three of the seven van lines do not offer guaranteed pick-
up and delivery service. A North American official said that
the van line can compete without offering this service. They do
pay shippers' inconvenience claims, as they did before the new
act. National does not offer guaranteed pickup and delivery be-
cause, according to an official, it would only increase the van
line's liability without additional compensation. Wheaton's
President said that the program is not offered because delays in
pickup or delivery usually result from circumstances beyond the
carrier's control and the carrier should not pay a penalty for
such delays. However, he also said that timely service is a
carrier's responsibility and shippers should not incur any harm
from delays. Thus, Wheaton will pay inconvenience costs--
reasonable lodging costs plus $5 per day per person for meals.

Ten out of the 27 agents with independent operating author-
ity we reviewed offered the guaranteed service. The agents
generally offer the same programs as their principle van lines.
Those that offer the program do so because they believe the pro-
gram would not hurt them financially. Deliveries by agents
under their own authority are generally short distances and less
dependent on combining them with other loads and, therefore,
there is little risk of missing a pickup or delivery date. Some
of those agents that do not offer such guaranteed service gave
the same reason; noting that there was no need to offer the
service because they almost never miss a pickup or delivery
date.
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Use of the pragrﬁmﬁ

The extent that ﬁhippers use the guaranteed pickup and
delivery option was difficult to measure due to the lack of ade-
gquate data.

Allied providad us with no data on the number of users nor
claims received on the program. Bekins stated that it did not
have statistics on the himber of users but paid 1 49D late
penalty claims in 19&1 tctaling $426,000.

From November 1, 1991, through March 15, 1982, Mayflower
made 1,119 guaranteed service shipments (821 COD's and 298
national accounts) out of a total of 31,287 shipments or 3.6
percent. Mayflower officials did not know why so few guar-
anteed service moves had been made. One Mayflower official said
that shippers may not be informed about the service. As of
March 15, 1982, Mayflower had paid five claims under the program
totaling $1,082.

United could provide data only on the basis of completed
cases, that is, final paperwork processed. During the first
quarter of 1982, United completed 9,097 shipments that were
moved under the guaranteed service. This represented 22 percent
of all shipments hauled during that quarter; however, some of
these shipments did not qualify for the service, but United 4did
not identify these. Only 38 per diem penalty claims had been
filed with United and $12,375 was actually paid through March
1982,

Generally, agents could not provide us with data on the
number of shipments moved under their own authority and their
guaranteed pickup and delivery programs.

DISPUTE SETTLEMENT PROGRAMS
FOR HANDLING CLAIMS

The Household Goods Transportation Act of 1980 provides
minimum requirements for carriers to establish programs to
settle disputed claims between shippers and carriers rather than
using the court system. Claims would be submitted to an impar-
tial arbitrator established under the program. Carriers were
encouraged to establish such programs by requiring them to pay
attorneys' fees to all successful shipper/claimants when a car-
rier had no program. To use the program, both parties must
agree to arbitrate the dispute. However, carriers must submit
their proposed programs to ICC for approval.

In March and April of 1981 the Movers' and Warehousemen's
Association of America, Inc., and the American Movers Confer-
ence, national trade associations of the household goods moving
industry, submitted applications to ICC for approval of two
separate dispute settlement programs. Subsequently, ICC
approved both programs with some modifications to each.
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Under both programs, the American Arbitration Association
will arbitrate claims involving losses and damages on household
goods. The programs do not cover other types of claims, such as
inconvenience claims. Shippers requesting arbitration under the
program will not be charged a fee if the standard procedure of a
"desk arbitration" is followed. Desk arbitrations are made on
the basis of written documents submitted to the arbitrator by
both parties. A fee of $50 each will be charged the shipper and
the carrier only if an oral hearing is necessary. Decisions by
an arbitrator under these programs are binding on both parties
and enforceable in any court having jurisdiction over the
dispute.

All but one of the van lines and 7 out of 27 agent-carriers
(with their own authority) offered dispute settlement programs,
and they all used the American Movers Conference program. The
only van line not offering a program was Wheaton. The President
of Wheaton said that the program was unnecessary because very
few claims ever resulted in court action--Wheaton had only three
such claims in 1980 and two in 1981. Such court actions usually
involve moves where the shipper's goods were substantially dam-
aged and the goods were underinsured. He believes that shippers
in these cases would elect court action, not arbitration.

Use of the programs

The extent that shippers used these programs could not be
determined. Most of the van lines we visited had begun using
their programs in February and March 1982. Our visits were made
during the March-June 1982 time period and no one had used any
of the programs.

As of November 4, 1982, the American Arbitation Association
received only two cases for arbitration from all carriers using
the American Movers Conference's program,

Some officials of the van lines we visited believe that the
dispute settlement programs would not reduce court cases and,
therefore, questioned their need. For example, the President of
Allied Vvan Lines said that shippers will be reluctant to use
arbitration because it is new and untested. He believes that
shippers will favor the courts where claim settlement precedents
had been established. In addition, a Mayflower official noted
that a claim that ends up in court usually involves a signifi-
cant dispute between the shipper and carrier and it is unlikely
either party would agree to arbitrate. 1In addition, one van
line official said that national accounts do not need such a
program because they have enough leverage with van lines to
negotiate settlement of claims.

In commenting on our report, North American stated that,
since completion of our audit, they received 12 requests from
shippers to use the program, but these claims were negotiated
and resolved before resorting to arbitration.

33



FULL VALUE PROTECTION

With the new pricing and service flexibilities encouraged
by the new acts, van lines are assuming greater liability for
shipper's household goods at the shipper's option with a new
type of protection called full value protection.

Under the full value protection program, shippers can now
purchase protection against loss or irreparable damage to their
household goods for actual replacement cost. Before this option
became available, shippers could only purchase protection for a
depreciated value. There are two options for depreciated value.
A shipper can accept depreciated coverage at a minimum value
(equal to $1.25 per pound) or elect additional coverage by de-
claring some value above the minimum. 1In either case, the ship-
per is charged $5 per $1,000 of value. As another option, a
shipper can also elect at no cost a "released value™ in which
the carrier will be liable for only 60 cents per pound.

van line officials expressed the opinion that the full
value protection programs have been good for the shipper primar-
ily because of the more complete protection--replacement cost as
well as depreciated value.

All of the van lines we visited offered the full value pro-
tection option. The cost of the option to the shipper varied
from $7 per $1,000 valuation to $8.50 per $1,000. Two of the
van lines offer shippers a reduction in the rate by providing
options with various deductibles. For example, Mayflower offers
an option to its "no deductible" full value protection. The
shipper can select a $300 deductible for the reduced rate of
$2.50 per $1,000 valuation. The $300 deductible applies only to
damaged goods not lost items.

All the full value protection plans of the van lines we
visited have minimum valuation requirements for each shipment.
Generally, plans require between a $3 to $3.50 per pound minimum
valuation.

van lines act as self-insurers for their value protection
programs with some van lines having an insurance coverage for
losses., For example, Mayflower carries insurance coverage for
any losses on one move over $50,000. Mayflower officials indi-
cated that the company may have one claim per year in excess of
$50,000 which usually involves such high-cost items as antiques
or electronic equipment., Allied, United, and National carry
insurance for per move losses of over $150,000, $100,000, and
$15,000, respectively.
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Use of the programs

Information the van lines provided on their use of the full
value protection coverage by national account and COD shippers
varied as to time periods. The table below shows the total
number of shipments and the percentage of shippers using the
option by type of shipper.

Percentage of Shippers Using
Full value Protection

Shippers Total

National number of
van line Periods COD accounts Total shipments

-~-(Percent) ——~

Allied 4/81-12/81 (a) (a) 19.5 129,713
Bekins 1/82-4/82 23.0 24.4 23.7 12,295
Mayflower 5/81-2/82 (a) (a) 8.0 88,602
National (a) (a) (a) (a) {a)
North American 1/82-5/82 34.3 28.7 (a) (a)
United 6/81-4/82 13.6 9.6 11.4 94,041
Wheaton 4/81-2/82 1.7 1.4 1.5 18,082

(a) Data was not provided.

National, Mayflower, and Wheaton officials gave various
reasons for the limited use of their programs, including
(1) the program's high cost, (2) most commercial customers may
have their own insurance, and (3) shippers may not be aware of
the program.

The financial status (net profit or loss) of the full value
protection program was difficult to determine, National and
Allied provided us with no data. A North American official
stated that the van line could not provide data on the number of
claims and amounts paid for selected periods. The only informa-
tion we received was the average income and cost per claim.
Other van lines provided us with summary statistics. We did not
verify any of the information. Collections of charges for full
value protection are received at the time shipments are moved,
but claims under the programs can occur months after the move.
This requires estimates of potential claims or reserves set
aside for this liability. 1In some cases, these reserves were
combined with other valuation options. Therefore, we are pro-
viding only statistics on claims processed and paid by those van
lines providing such data.
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Claims and payments Under Full
value Protection

Number Shipments

| o of under
van line periods months option Claims Amount paid
Bekins 1/82~-4/82 04 2,914 1,973 $1,078,778
United 6/81-4/82 10 10,688 2,993 1,326,834
Wheaton 4/81-2/82 1 273 87 35,758
Mayflower &/81-2/82 10 7,095 1,400 427,336

Generally, measures to prevent loss or damage of household
goods were not taken by the van lines as a direct result of the
full value protection option. Most van lines indicated that re-
ducing or preventing claims for damaged or lost goods is an on-
going evolutionary process. United, in commenting on our
report, said that its claim ratio went from one claim in every
3.8 shipments in 1979 to one claim in every 5.4 shipments in
1981. A United official said that improvement resulted from
strict van operator qualification procedures, comprehensive
internal training programs, close monitoring of van operator
performance through a claim experience rating report, and a
formal review process for van operators with high claims
frequency.

EXTENT THAT ICC IS MONITORING AGENTS

Section 5 of the Household Goods Transportation Act of 1980
contains the following provisions in regard to household goods
agents:

~-Fach household goods carrier shall be responsible for all
acts of its agents related to services performed for the
carrier.

--Each carrier shall use diligence and reasonable care in
selecting and maintaining agents who are sufficiently
knowledgeable, fit, willing, and able to provide adequate
household goods transportation services,

--Whenever ICC believes from a complaint or investigation
that a household goods agent has been involved in fraudu-
lent practices or has been consistently unfit, unwilling,
and unable to provide transportation services, ICC may
issue a complaint against the agent.

On October 16, 1980, ICC issued a policy statement stating
that it has always and will continue to hold household goods
van lines operating under its jurisdiction responsible for the
actions of their agents. The statement also said that ICC
expected each van line to engage in self-~regulation of its
agents. It added that ICC has the responsibility of conducting
field investigations of household goods agents either as part of
a regular compliance monitoring program or because of complaints
from shippers that request ICC's assistance.
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The quality of service provided to shippers. is very impor-
tant to van lines. Consequently, all of the van lines we re-

viewed monitor the quality of service their agents perform.
However, the extent of this monitoring varies among the van
lines. For example, some van lines have sophisticated monitor-
ing systems and monitor the quality of many services performed
by agents while other van lines monitor only a few services
agents performed. Also, some van lines prepare periodic reports
covering the performance of all agents while other van lines do
not. The latter van lines rely on individual agent files rather
than overall reports.

For example, one van line completes a performance report on
each agent every 4 weeks. The van line monitors the agent's
performance in completing paperwork, estimating accuracy, pack-
ing, storage, hauling, and claims incidence. Standards are ap-
plied to an agent based on its revenue size. Reports are used
to evaluate an agent's overall performance and serve as the
basis to reward agents with vacation trips or other awards or to
counsel agents that do not meet minimum standards. Although all
of the van lines were unable to provide us with the exact number
of agents released because of poor service, the information
provided indicates that the number is small.

ICC in implementing its policy relies on the van lines to
assure that their agents are providing adequate service. When
we completed our review, ICC had not reviewed the van lines'

systems or activities to assure that they are adequately moni-
toring their agents. In commenting on our report, ICC said that

it planned to review the van lines' monitoring of their agents.

ICC headquarters and its regional offices do not have any
current information, other than complaint data, relating to the
quality of service provided by individual agents in order to
identify unfit agents. An ICC headquarters official stated that
ICC will use its complaint data to monitor agents. However,
since shippers are instructed to contact the agent or van line
first to get complaints resolved, many complaints never reach
ICC. Thus, ICC would not be aware of all complaints filed
against an individual agent.

As of December 1982 ICC had not identified any agents as
unfit nor taken any action against an agent under authority
granted in the Household Goods Transportation Act of 1980.

CONCLUSIONS

New programs have been created as a result of the recent
regulatory reform legislation. The guaranteed pickup and deliv-
ery programs and the full value protection programs established
by the various van lines provide shippers new service options
not previously available. Some guestion exists about the poten-
tial use of the dispute settlement programs which are also
available to shippers. Van line officials have expressed the
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opinion that claims in dispute may still end up in court rather
than using the new program.

The new reform legislation has given ICC increased statu-
tory authority over agents., ICC is relying on the wvan lines to
monitor the quality of service provided by their agents, but ICC
has not reviewed the van lines' systems or activities to deter-
mine if they are adegquately monitoring agent performance. While
ICC has not taken steps to implement its new authority, it has
developed a plan to review van lines' monitoring activities. We
concur with ICC's plan to review the activities of wvan lines in
identifying unfit agents and in improving agents' performance.

RECOMMENDATION TO THE CHAIRMAN,
INTERSTATE COMMERCE COMMISSION

We recommend that the Chairman, Interstate Commerce Commis-
sion, periodically evaluate the various van lines' systems or
activities in monitoring the quality of the service their agents
are providing to ensure that van lines are adequately monitoring
their agents,

AGENCY COMMENTS AND OUR EVALUATION

In commenting on our report, the ICC Chairman said that
this recommendation does not appear to be warranted at this
time. Specifically, he said that

"The ultimate objective of our oversight of the
household goods transportation industry, in the
area of consumer protection, is to assure that the
service being provided adequately satisfies the
needs of the public. Since 1979, when we received
24,609 consumer complaints against household goods
movers, the number of complaints each year has
declined dramatically. During the 1982 calendar
year our staff received 5,272 complaints relating
to the service of the industry."

* * * * *

"This fact, when coupled with our general knowledge
of the industry's operations, does not lead to a
conclusion that the Commission's limited resources
should be devoted significantly to such a narrowly
directed program. I shall, however, take steps to
assure that in the implementation of the Commis-
sion's overall monitoring program now being pre-
pared that this facet of each carrier's operations
is considered."

Consumer protection was a major concern when the reform

legislation was enacted, and we recognize that the number of
complaints to ICC have dramatically reduced. However, the
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decrease in the number of complaints is not caused solely by
improvements in service to the consumer. As the ICC Chairman
pointed out in his November 30, 1982, testimony before the
Subcommittee on Surface Transportaticn, the House Committee on
Public Works and Transportation, there are a number of factors,
in addition to better gquality of service, that are causing this
reduction in complaints:

"The reduction in tonnage as a result of the declining
economy since 1979 has made it easier for household goods
goods carriers to meet service commitments.

Under the new regulations, which became effective
February 1, 1982, moving companies are required to advise
shippers of complaint handling procedures and to provide
telephone numbers to be used in the event of a complaint
or inquiry.

The Commission's OCP-100 publication, Your Rights and
Responsibilities When You Move, [as revised subsequent to
the new reform legislation] encourages shippers to contact
their carrier first with any complaints, and to contact the
Commission only if they fail to receive satisfaction from
their carrier.

The Commission discontinued providing toll-free telephone
service at the end of 1981."

We believe that ICC's decision--as stated in its comments--
to consider this facet of the carrier's operations when perform-
ing its overall monitoring program seems an effective use of its
limited resources. The plan has been developed but not imple-
mented by ICC and does require a review of selected van lines'
systems to monitor their agents' quality of service.
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CHAPTER 5

ICC NEEDS TO IMPROVE ITS MONITORING OF THE EFFECTS OF

:REFOMMMMEGWELATION AND ITS REGULATIONS

The Motor Carrier and the Household Goods Transportation
Acts of 1980 have affected many of the traditional operating
practices of the household goods moving industry, particularly
regarding

-~-new or expanded operating authority for carriers,

--new price and service options being offered to shippers,
and

--revised operating regulations for the industry.

ICC's revisions to the operating requlations for the
industry were required by the Household Goods Transportation Act
in order to minimize the reqgulations and paperwork burden of
carriers while protecting the interests of individual shippers.

The Congress in enacting the reform legislation recognized
that divergent views existed concerning the effects of these
acts. The Congress indicated in the acts its desire to ensure a
financially sound industry. The Congress also provided in the
acts for oversight hearings to be held at least annually. The
purpose of the requirement is to ensure periodic review of the
acts' implementation and effect on carriers and shippers.

While the acts changed ICC's regulatory role in certain
areas, ICC continues to have responsibility for overseeing the
operations of the moving industry. 1In addition, the Congress
looks to ICC for information on the impact of the acts and the
new operating regulations governing the moving industry. 1In
March 1983, ICC developed a monitoring plan to review the inter-
state moving industry. However, the monitoring plan would
basically survey the industry's compliance with ICC's new oper-
ating regulations. The data developed under the plan will
enable ICC to determine the carriers' compliance with the regu-
lations but not the impact of the acts and regulations on the
industry.

ICC NEEDS TO EXPAND ITS MONITORING PROGRAM
TO EVALUATE THE. IMPACT OF REFORM LEGISLATION

While the reform legislation changes ICC's regulatory role
regarding the household goods moving industry, ICC still has
responsibility to oversee the industry. Significant changes are
occurring as a result of the new acts. As part of its oversight
responsibilities, ICC should monitor the changes and be in a
position to evaluate the acts' impact on the shippers and the
carriers.
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ICC has developed a monitoring plan to review the compli-
ance of carriers with ICC's new operating requlations. Although
this is a sound and needed initiative, the ICC plan does not
provide for a review of the effects of the changes brought about
by the two acts on the industry; thus, ICC is not able to effec-
tively evaluate several important issues that need to be
addressed, such as the effect on consumers and the moving indus-
try, whether the acts reduced the industry's regulatory burden
and paperwork, and how the relationship between the agents and
their van lines has been effected.

Prior to development of the monitoring plan ICC did some
limited monitoring of the changes that have taken place. The
information that ICC has developed was in response to a congres-
sional request for specific, limited types of data or was to
prepare for congressional hearings. These efforts were primar-
ily data-gathering efforts and not analytical in nature and,
therefore, did not systematically or comprehensively enable it
to evaluate and analyze the results of the acts., For the most
part, only ICC headquarters had been involved with this effort.
Officials of ICC's Boston and Chicago regional offices told us
that ICC headquarters has not directed them to monitor the
effects of the two acts and, as a result, the regional officials
have not established a monitoring system to do so. However, ICC
headquarters did request selected ICC regional offices to gather
certain information needed to answer the specific congressional
request made to ICC.

An internal report "Interim Assessment of the Interstate
Motor Carrier Household Goods Transportation Industry--1982,"
(Ssept. 1982) prepared by the Chief, Compliance Branch, Office of
Compliance and Consumer Assistance, contains background informa-
tion and discusses several of the new price and service options
that household goods carriers are offering. Although the objec-
tive of the assessment was to evaluate the impact of the House-
hold Goods Transportation Act of 1980 on the operations and
financial position of the moving industry, the report cannot be
considered a comprehensive assessment of what has taken place in
the moving industry. For example, the report

~--included financial and operating data on only the
10 largest van lines;

--was more descriptive in nature, containing many general
comments, beliefs, and impressions rather than analytical
with factually supported conclusions; and

--contained no discussion of the legal issues raised by
the moving industry.

In one area--economic impact--ICC has reduced its ability
to assess the financial condition of part of the industry by
eliminating the requirements to submit several financial reports
without providing for some other means of monitoring financial
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changes. For example, Class III household goods carriers have
not been required to file financial reports with ICC since
1979. The Class III carriers' reports previously filed were
very short--only one page. The reports did show the carrier's
profit or loss., Without some basic financial data on Class III
carriers, ICC has no way to adequately assess the financial
condition of these small carriers which represent about 93 per-
cent of the total number of interstate household goods car-
riers. While ICC may not need financial and operating reports
from every Class 1III carrier, such data could be obtained on a
selective basis, such as with a questionnaire.

According to ICC, during the recent House and Senate over-
sight hearings on the Household Goods Transportation Act of
1980, the absence of financial and operating data of small
carriers was discussed. During the hearing, the ICC Chairman
agreed to cooperate with the Department of Transportation in a
proposed study to develop such data on small carriers.

As for Class II household goods carriers, ICC no longer re-
quires them to file quarterly financial reports; however, ICC
does receive financial data on these carriers annually.

Also, ICC has decreased the number of household goods
carriers filing performance data covering such areas as accuracy
of estimates and timeliness of providing pickup and delivery
service and settling claims. Currently, only carriers which
annually handle 100 or more COD shipments must file carrier per-
formance reports with ICC. Thus, ICC will not have any reports
from small carriers relating to the quality of service they pro-
vide to shippers.

MONITORING THE EFFECTS OF ICC'S REGULATIONS

The Household Goods Transportation Act of 1980 required ICC
to review and revise its regulations relating to the operating
practices of interstate household goods carriers.

Operating regulations are applicable to the operations of
each interstate motor carrier moving household goods. The pri-
mary purpose of the regulations is to protect the interest of
the individual shipper. For example, one regulation requires
that minimum weight or volume and charges applicable to a
shipment must be indicated on the order for service.

The act specifically directed that the regulations and
paperwork required of household goods carriers be minimized to
the maximum extent feasible consistent with the protection of
individual shippers. Also, the act requires ICC to establish
performance standards for the carriers.

Many interstate household goods carriers were opposed to

ICC's revised operating regulations and challenged the final
regulations in the United States Court of Appeals. 1In the suit,
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the moving industry alleged that the final regulations violated
the act's mandate to reduce regulations and the paperwork burden
on the moving industry and cited specific regulations of concern
to the industry. In addition to ICC's submission of a brief,
the Consumers Union of the United States, Inc., was the only
consumers organization to submit a brief. The Consumers Union,
intervening in support of ICC's regulations, is a consumer
advocate organization--some of its members are household goods
shippers. The regulations, as presented to the court, became
effective in February 1982 without change,

ICC has developed a plan to monitor household goods car-
riers' compliance with its regqulations.

Statutory requirements relating to
the operating regulations

Section 6 of the Household Goods Transportation Act of 1980
states that:

-=-ICC shall review and revise all of its operating regu-
lations pertaining to transportation of household goods.

--The regqulations and paperwork required of household
goods carriers shall be minimized to the maximum extent
feasible consistent with the protection of individual
shippers.

--ICC regulations protecting individual shippers shall in-
clude, where appropriate, reasonable performance stand-
ards for the transportation of household goods.

In the Senate report on the proposed Household Goods
Transportation Act of 1980, the Senate Committee on Commerce,
Science, and Transportation stated that it found that the paper-
work imposed on household goods carriers is excessive, The car-
riers should be relatively free of specific requirements by ICC
for paperwork and operational regulations. The committee added
that it intended that ICC make a cost/benefit analysis before
ICC decided to retain existing or impose new regulations,

ICC revises its household goods
regulations

On October 27, 1980, ICC published its proposed household
goods operating regulations in the Pederal Register and granted
the household goods moving industry and consumers 30 days (later
extended to 45 days) to file comments with ICC.

ICC received over 100 statements from individuals and
groups representing small and large carriers, major van lines,
carriers associations, and consumer organizations concerning
their comments on the proposed regulations. On March 11, 1981,
ICC published its final operating regulations in the Federal
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Register. The final regulations were scheduled to become effec-
tive on June 9, 1981, but were delayed by court action and fi-
nally became effective in February 1982,

ICC's Compliance Branch Chief, who was primarily respon-
sible for revising the regulations, told us the revised regula-
tions were based on

--ICC's actual knowledge of and experience with the
industry over many vears,

-—-review of the complaints that ICC received through its
complaint system, and

--results of conferences ICC held in various cities from
September 1979 to January 1980.

The chief told us that ICC did not make a cost/benefit analysis
because of the difficulty in determining accurate cost due to
the variety of firms in the industry and their inability to pro-
vide complete cost data.

buring the year before the Household Goods Transportation
Act of 1980 was enacted, ICC conducted conferences in five
cities~-Chicago, Los Angeles, New York, Tampa, and Washington,
D.C., to solicit the views of consumers and the household goods
moving industry on the manner and extent that transportation of
household goods requires reqgulation and how the regulations
might be improved.

Suits filed against the final
operating regulations

On May 7, 1981, several major van lines, the American
Movers Conference, and the Household Goods Carriers' Bureau
filed suit in the United States Court of Appeals for the Seventh
Circuit, alleging that the final operating regulations violated
the Household Goods Transportation Act's mandate to reduce regu-
lations and minimize the paperwork burden for the household
goods moving industry.

The plaintiffs pointed out several specific regqulations
which they found objectionable and which they believed would in-
crease the paperwork burden. Examples of regulations the
plaintiffs objected to are:

1. Section 1056.7 "Reweighing of shipments" states that
before the actual commencement of unloading of a ship—-
ment and after the shipper is informed of the billing
weight and total charges, the shipper may request a re-
weigh of the shipment. The charges shall be based on
the reweighed weight.
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The plaintiffs expressed concern that this regulation
allowed shippers to demand a reweigh solely Because of
momentary ill will, hostility, or sheer capricious-
ness on the part of the shipper at the moment when the
driver has reached the destination and is ready to un-
load. This would require the driver to reweigh the
shipment, using his time, and perhaps the unproductive
time and expense of helpers hired to unload the ship-
ment as well as the cost of fuel to drive to 4 scale
and return to the shipper's residence. It could also
result in the driver missing subsequent appointments
with other shippers.

In its brief, the Consumers Union of the United
States, Inc., indicated that the right to reweigh
is reasonable because reweigh is an area in which
shippers have a documented need for protection.
That is, the household gcods moving industry is
the single most frequent subject of consumer
complaints to ICC and that improper weighing is
one of the more common complaints. The Consumers
Union stated that the petitioners had constructed
a "straw man" by complaining that the new rule
would result in a practice of capricious regquests
for reweighs, noting that ohe petitioner, in its
brief, admitted that industry's longstanding prac-
tice was to contact the shipper in advance by
telephone (prior to actual arrival of the ship-
ment) to inform the shipper of the billing weight
and charges and to make arrangements to meet at a
convenient locations for reweigh, if requested.

Section 1056.15 "Collection of freight charges on
household goods shipments involving loss or destruc-
tion in transit" states that in the event a portion

of a household goods shipment is lost or destroyed in
transit, a carrier may not require a shipper to pay at
the time of delivery that portion of the freight
charges corresponding to the portion of the shipment
which is lost or destroyed in transit.

According to the plaintiffs, this regulation requires
the driver to determine if the goods are lost, damaged,
or reparable; to estimate what portion of the ship-
ment's weight was made up by the damaged or lost goods;
and to act as a tariff clerk and recompute freight
charges. This regulation also places the burden on the
shipper and carrier to reach some agreement as to the
weight to be allocated to the missing or damaged goods
in order for the driver to collect freight charges on
the remaining goods. It also poses the risk that the
driver may refuse to unload because of lack of agree-~
ment, or that if already unloaded, the risk of not be-
ing able to collect any charges.
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The Consumerg Union noted that

"It is wnrwasomable that an injured party suffer, while
the defaulting party that destroyed or lost the goods
enjmya the unearned benefit of use of the injured
party's money for up to ninety days from delivery."

3. Section 1056.13 "Complaint and ingquiry handling"™ states
that the carrier shall make a written record of all
complaints and inquiries received from a shipper by any
means of communication.

The plaintiffs were concerned because no distinction

is made between complaints and inquiries and because it
was not limited to complaints which harm the shipper.
The plaintiffs pointed out that carriers receive a con-
stant stream of inquiries, mostly by phone, with re-
spect to every conceivable facet of their business.
Often these inguiries have no relevance to the protec-
tion of individual shippers and recording them would be
an unnecessary burden for carriers.

The Consumers Union stated that the regulation was
reasonable "as it pertains only to inquires or com-
plaints from a shipper relating to a shlpment. The
Consumers Union further stated the ICC "wisely chose
not to leave to an agent's judgement whether an inquiry
is or is not a complaint.”

Court declares that the operating
regulations are valid

The United States Court of Appeals for the Seventh Circuit
stayed the original June 9, 1981, effective date of the oper-
ating regulations. That stay was dissolved by that same court
on December 9, 1981, at which time it declared that all of the
operating regulations were valid. ICC made the operating regu-
lations effective on February 1, 1982,

The court stated that all of the regulations under attack
could be substantially justified by ICC as needed for the pro-
tection of shippers, based on historically demonstrated industry
abuses and shipper complaints. The court also stated that
the plaintiffs did not provide sufficient tangible evidence of
increased paperwork resulting from the new regulations. The
court stated that for it to invalidate ICC's regulations it
would have had to find the new regulations arbitrary, capri-
cious, an abuse of discretion, or otherwise contrary to law.

The court determined that none of these conditions existed.
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ICC's proposed plan to monitor the implementation
of revised regulations

As stated previously, section 6 of the Household Goods
Transportation Act of 1980 provides that the regulations and
paperwork required of household goods carriers shall be
minimized to the maximum extent feasible consistent with the
protection of individual shippers.

In March 1983, ICC developed a plan to monitor the
compliance by household goods carriers with ICC's new operating
regulations. According to the plan, ICC will review carriers'
compliance with those regulations to assure that shippers are
provided reasonable and adequate service. However, the proposed
plan does not provide for any analysis of the regulations'
impact on the carriers' paperwork requirements.

Since the revised operating regulations became effective
only shortly before we completed our audit work, we did not have
an opportunity to identify any specific regulations that were
either burdensome to the industry or causing consumer problems.
However, the moving industry has expressed concern that certain
regulations were potential problems and/or increased the
industry's paperwork burden. We believe ICC should include in
its monitoring plan a review of those problems noted by carriers
and the impact of the new regulation on their paperwork burden.

PERFORMANCE STANDARDS COVERING
HOUSEHOLD GOODS OPERATIONS

Section 6 of the Household Goods Transportation Act of 1980
provided that ICC regulations protecting individual shippers
shall include, where appropriate, reasonable performance stand-
ards for the transportation of household goods.

On March 11, 1981, ICC issued proposed performance stand-
ards for household goods carriers relating to accuracy of esti-
mates of moving charges, on-time pickup and delivery, and timely
handling of shipper claims. ICC stated that the proposed per-
formance standards were being issued as a means of encour-
aging an improved level of performance in the moving industry.
ICC had determined that the areas covered by the performance
standards were the ones in which individual consumers may suffer
substantial harm in the absence of adequate performance by car-
riers. ICC also indicated that carriers handling less than 100
shipments a year will not be required to file annuval performance
reports. As of May 1983, ICC had not issued the final per-
formance standards.

ICC's proposed performance standards are:

--Estimating—--At least 90 percent of the nonbinding esti-
mates made during a calendar year shall be for amounts not less
than 90 percent of the total charges payable for transportation
and services.
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ICC proposed for the household goods moving industry. . The two
associations questioned whether the standards were reasonable
and attainable and questioned ICC's methodology in arriving at
the standards.

Concerning the estimating standard, the American Movers
Conference stated ICC had no data base on which to conclude that
such a stringent standard is justifiable or can be met. The
conference pointed out that a 1977 conference survey showed that
shippers often made .changes in their shipments up until the day
of the pickup. The National Moving and Storage Association
stated that a recent survey it conducted also showed that the
main reasons for estimates being off were because shippers add
more goods or they fail to show the carrier all of the goods to

be shipped.

Regarding the reasonable dispatch standard, the American
Movers Conference believed that the standard should apply only
to shipments transported for individual shippers and should
exclude delays that do not cause consumer harm-—-shipments
(1) loaded late from a storage facility that are delivered on
time, (2) delivered late into storage, and (3) delayed because
the carrier is unable to locate another shipper with goods in
the same truck. The National Moving and Storage Association
believed that ICC should adopt a 90-percent on-time pickup and a
85-percent on-time delivery standard for 1981. The association
stated that the major reasons for failure to meet the dates for
pickups and deliveries involved factors outside of the carriers’
control, such as mechanical problems, weather, and other ship-
pers' actions.

In proposing the claims handling standard, the American
Movers Conference believed that ICC failed to consider the
cyclical nature of the industry. Due to the heavy influx of
claims for a few months following the busy summer season, car-
riers would have to hire and train additional claims adjustors
to comply with the proposed standard. To avoid retraining ex-
penses, the conference stated that additional adjustors would
have to be kept year round. To deter these increase costs, the
conference suggested that ICC adjust its claims standards down
by 10 percent in each category. The National Moving and Storage
Association said that it supports ICC's claims standard, but ICC
should take notice that other parties--shipper cooperation or
repairmen services-~influence the timeliness of claims
settlement.

The National Moving and Storage Association also questioned
the methodology ICC used to arrive at the estimating and reason-
able dispatch standards. The association questioned ICC's use
of 1974-79 data for standards applicable to the 1980's, noting
that the structure of the industry, the state of the economy,
and the new law and regulations argue against the reliability of
that time period. The association also pointed out that ICC
used data only for the largest van lines in developing the
standards.
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CONCLUSIONS

Recent regulatory reform legislation and ICC's revised
operating regulations have affected the way the interstate
moving industry operates. The intent of these statutory re-
quirements and new regulations are to (1) protect the interests
of individual shippers, (2) reduce the paperwork burden of the
industry, and (3) promote a financially strong and competitive
industry.

At a time when many new statutory reguirements and new reg-
ulations are being imposed on the interstate moving industry,
ICC needs to evaluate the effects of these changes on carriers
and shippers. ICC developed a monitoring plan for reviewing the
changes occurring in the interstate moving industry. The plan,
however, surveys industry's compliance with its new operating
regulations. ICC's monitoring plan does not provide (1) an
analysis of the acts' effects on carriers and shippers and
(2) the periodic collection of data needed for such an analy-
sis. The financial and operational data now collected on Class
I and Class II carriers and the financial/operational data to be
collected in any Department of Transportation-ICC study of small
carriers would be useful sources of data for any impact assess-
ments of the acts.

ICC has the responsibility to oversee the impact of the
acts on the industry. Also, the Congress, during annual over-
sight hearings on both acts, relies on ICC to provide informa-
tion on the effects of the statutory changes.

RECOMMENDATION TO THE CHAIRMAN,
INTERSTATE COMMERCE COMMISSION

To assure that recent regulatory reform legislation and
ICC's revised operating regulations and proposed performance
standards when finalized, are accomplishing their intended ob-
jectives we recommend that the Chairman, Interstate Commerce
Commission, establish and implement a system to monitor the
effects of the new legislation and regulations on the interstate
household goods moving industry and shippers.

AGENCY COMMENTS AND OUR EVALUATION

In commenting on our report ICC said that since the
regulations did not become effective until February 1, 1982,
the implementation of a substantial monitoring effort would
have been unrealistic. Although implementation of the regula-
tions was delayed, the reform legislation has been operative
since 1980 and, some changes, such as eased entry, were ad-
ministratively made by ICC before the acts were passed. In
commenting on our report ICC said that a monitoring plan was
being developed that would accomplish our recommended action.
Based on our review of ICC's plan, it does not provide for the
development of data to evaluate the impact of the acts on the
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carriers and shippers. Although ICC may receive data that would
be useful to assessing impact of the acts, such as financial and
operational reports and the proposed small carriers study, other
issues cannot be adequately addressed with current data, such as
the acts' impact on the paperwork burden of industry or the
acts' effect on shippers. We believe that, in order to accom-
plish our recommendation, ICC would have to expand its proposed
efforts to include the development of additional data and its
analysis to determine the impact of the acts and regulations on
the carriers and the shippers.

Since the adoption of performance standards to be applied
to the operations of the carriers is a pending proceeding, ICC
said that it is constrained from discussing the proposal at this
time. While we recognize ICC's position not to discuss a pend-
ing proceeding, the monitoring program it is going to initiate
should include performance standards when finalized.
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CHAPTER 6

INDICATIONS OF THE FINANCIAL CONDITION OF

CLASS I AND CLASS II HOUSEHOLD GOODS CARRIERS

One objective of the Household Goods Transportation Act is
to improve the industry's financial condition. 1In an effort to
determine the industry's condition, we analyzed recent finan-
cial data of the 15 largest van lines~-which in 1981 accounted
for 92 percent of the total revenues generated by Class I
carriers--and data of 30 randomly selected Class II carriers
which we projected to all Class Il carriers. Our analysis
showed that Class I carriers appear to be doing well finan-
cially but Class II carriers have experienced declining earnings
from 1980 to 1981. However, we did not assess to what extent
the financial results of the carriers were affected by regula-
tory reform., Also, it should be noted that too little time has
passed to allow the financial effects of the two acts to have
materialized fully.

Although the 15 largest van lines, as a group, have had net
income increases of 29 percent in 1980 and 26.3 percent in 1981,
they have experienced a decrease in net income of 25 percent
during the first 6 months of 1982 compared with the same period
in 1981. The data on Class II household goods carriers shows
that these carriers were not doing as well financially as the
15 largest van lines in comparing 1979, 1980, and 1981 data.
Financial data for 1982 was not available for the Class II car-
riers. Financial data also was not available for Class III
carriers, agents, and owner-operators.

We also compared the financial and operating results of the
7 largest van lines with 89 other large general and specialized
freight carriers. Our analysis showed that the 7 van lines were
doing significantly better financially than the other 89 car-
riers. For example, the 7 van lines had net income increases of
33.1 percent in 1980 and 25.3 percent in 1981, whereas the other
89 carriers had net income decreases of 5.6 percent in 1980 and
41.8 percent in 1981,

The number of people moving has been declining in recent
years due to several economic and sociological factors, includ-
ing a depressed housing market. However, some carrier officials
and their associations believe that the future of the industry
is bright due to new operating flexibilities allowed by the
Motor Carrier and Household Goods Transportation Acts of 1980,
the pent-up demand for moving services which will materialize if
high mortgage rates decline, and an estimated 30 percent in-
crease during the 1980's in the size of the 25 to 44 age group
that historically has been the most mobile.
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RECENT FINANCIAL RESULTS OF
HOUSEHOLD GOODS c%%ﬂmmﬂm?ﬂ

Based on our review'e¢f carrier financial reports, it ap-
pears that the'large vafi'lines--Class I household goods car-
riers--~have been doing better financially in the past 2 years
than Class II household goods carriers who experienced declining
earnings. Also, the 7 largest van lines appear to be doing
significantly better financially than the largest 89 general and
specialized freight motor carriers.

van lines appear to be doing better
financially than other large
trucking companies

Using ICC's April 30, 1982, report covering the earnings
and traffic volume of the 100 largest motor common carriers of
property, we compared the results of 7 van lines-~the largest

van lines~-listed in the report with 89 other carriers listed.
We included only 96 carriers in our analysis because 2 of the

100 carriers did not submit their data to ICC in time to be in-
cluded in the report and 2 United Parcel Service companies were
excluded due to the specialized nature of their services. Our
analysis showed that the 7 van lines appear to be doing signifi-
cantly better financially than the other 89 carriers. However,
it should be noted that many general and specialized freight
carriers, including carriers that are not part of the 100
largest motor carriers, have been experiencing financial
difficulty during recent years.

The table on page 54 presents a comparison of the percent-
age changes in operating revenues, net carrier operating income,
net income, and revenue tons hauled during 1980 and 1981 for the
7 van lines and the other 89 carriers. Net carrier operating
income is the difference between carrier operating revenues and
carrier operating expenses. Net income is after taxes but
before extraordinary items such as writeoff of the value of van
lines' operating authority. Prior to the act operating author-
ity may have had a value since entry was limited, but because
the Congress relaxed reguirements for entry into the industry,
that authority may not now be of value.
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Percentage change from prior year

Net carrier Revenue
‘ Operating operating Net tons
Years Group . revenues income income hauled
1979 to
1980 7 van lines@ 14.0 58.9 33.1 (4.2)
89 other
carriers 1.4 1.8 (5.6) (12.5)
1980 to
1981 7 van lines?@ 9.7 (1.6) 25.3 5.3
89 other ‘
carriers 6.5 (27.9) (41.8) (3.4)

8pata includes revenue from general freight operations which
three van lines perform.

As the above table shows, the 7 van lines had net income
increases of 33.1 percent in 1980 and 25.3 percent in 1981,
whereas the other 89 carriers had net income decreases of
5.6 percent in 1980 and 41.8 percent in 1981. Also, the revenue
tons hauled in 1981 for the van lines increased by 5.3 percent
while it decreased by 3.4 percent for the other 89 carriers,

All seven van lines had net incomes during 1980 and 1981.
However, 29 of the other 89 carriers had losses in 1980 and
35 had losses in 1981.

The percentage changes in net income over the previous year
for the seven van lines is shown in the following table.

Percentage increase
or decrease in net

van line income over previous year
1979-80 1980~-81

A (31.9) 106.9
B 55.8 97.8
C 41.2 45.1
D 64.1 14.7
E 38.4 14.5
F 97.9 (4.5)
G (54.0) 195.5

In 1981 all but one of the seven van lines experienced substan-
tial gains in net income over 1980. The van line that experi-
enced a 4.5-percent decline in net income in 1981 had previously
experienced a 97.9-percent increase in net income during 1980.

ICC's report on the 100 largest motor common carriers of
property covering the first two quarters of 1982 showed declines
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in net income from the two quarters of 1981 for both the van
lines and the general and specialized freight carriers. The
following table presents our analysis of the percentage changes
from the first two quarters of 1981 to the first two quarters of
1982 in operating revenues, net carrier operating income, net
income, and revenue tons hauled for the 8 largest van lines (one
van line was added to the report since it qualified as being

one of the 100 largest motor common carriers of property) and

92 other carriers listed in the report.

'Percentage change from first two guarters
of 1981 to first two quarters of 1982

Net carrier Revenue

Operating operating Net tons
Group revenues income income hauled

. B8 van lines (3.2) (45.0) (15.0) 1.4
92 other carriers@ (4.8) (80.9) (101.6) (13.3)

aBeginning in 1982, ICC excluded the two United Parcel Service
companies from its report because the nature of their busi-
ness is significantly different from the other motor carriers
listed in the report. Also, all 100 carriers submitted data
on time to be included in ICC's report.

The above table shows that both groups of carriers are
doing poorly. On an individual basis, 5 of the 8 van lines had
losses for the first quarter of 1982 and 59 of the other 92
carriers had losses during this period. For the second quarter
of 1982, there was some improvement--only 2 van lines and 37 of
the other carriers had losses.

Financial results of the largest 15 van lines

We also analyzed the financial results of the household
goods operations of the 15 largest van lines covering 1979
through 1981. These van lines accounted for about 64.6 percent
of the estimated $2.5 billion of operating revenues generated by
the industry during 1981,

The table on page 56 presents the overall changes in oper-
ating revenues, operating expenses, and net carrier operating
income for the household goods operations--we did not include
the nonhousehold goods operations of the van lines which carry
on these operations in order to show separately how the house-
hold goods operations were doing financially--of the 15 largest
van lines. Net income after taxes but before extraordinary
items includes both the household goods operations and nonhouse-
hold goods operations, as the financial reports filed with ICC
do not separate these items.
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Percentage change from prior year
| Net carrier

meratﬁng Operating operating Net
Years . revenues expenses income income
1979 to 1980 13.5 12.8 50.3 29.0
1980 to 1981 8.8 8.6 17.7 26.3

As a group, the 15 van lines showed a 29-percent increase
in net income after taxes but before extraordinary items from
$30 million in 1979 to $37.9 million in 1980. The 15 van lines
also had a 26.3-percent increase in net income in 1981 with a
net income of $48.9 million. 1If North American van Lines--which
generates about 40 percent of its total operating revenues from
general freight operations--were excluded from this analysis,
the net income for the other 14 carriers in this group increased
by 19.8 percent in 1980 and 49 percent in 1981. During this
period, the Consumer Price Index increased 13.5 percent in 1980
and 10.4 percent in 1981,

Not all 15 van lines had net incomes during 1979 through
1981. Two of the 15 van lines suffered losses for 2 of the
3 years and 1 van line had a loss for all 3 years. However, the
remaining 12 van lines had net incomes for all 3 years.

We also compared the financial results of the 15 largest
van lines for the first 6 months of 1982 with the same period in
1981. Our analysis showed that the carriers were experiencing
significant declines in net income. During the first 6 months
of 1982:

~-Operating revenues decreased by 3.8 percent from
$716 million to $689 million,

~=-Operating expenses decreased by 3 percent from $706 mil-
lion to $685 million,

--Net carrier operating income decreased by 57.9 percent
from $9.5 million to $4 million.

--Net income, which includes general freight operations,
decreased by 25 percent from $13.8 million to $10.4
million., If North American Vvan Lines which has a
significant amount of general freight operations were
excluded, the net income for the other 14 carriers
decreased by 128.7 percent from $2,569,000 to a net loss
of $737,000.

It should be noted that the first 5 months of the year is not
part of the busy season for the moving industry.
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Class II household goods carriers are not doing
as well financially as the large van lines

We took a random sample of 30 Class II household goods
carriers--with operating revenues of between $1 million and
$5 million--from the 134 Class II carriers that had submitted
annual financial reports to ICC by August 1, 1982, for the pur-
pose of reviewing their financial results during 1979, 1980, and
1981. Based on this sample, we were able to project estimated
totals for all 134 carriers, which account for about 15.9 per-
cent of the industry's total operating revenues in 1981. Our
total figures have a 95-percent confidence level. Our analysis
of this data showed that Class II carriers were not doing as
well financially as the 15 largest van lines.

The following table presents the percentage increases or
decreases in operating revenues, operating expenses, net carrier
operating income, and net income for Class II household goods
carriers.

Percentage change from prior year
Net carrier

Operating Operating operating Net
Years revenues expenses income income
1979 to 1980 8.1 8.6 (36.4) 3.2
1980 to 1981 7.6 9.3 (72.6) (22.0)

As indicated by the above table, the estimated operating
revenues for Class II carriers increased by 7.6 percent in
1981--from $369 million to $397 million. However, estimated
operating expenses increased by 9.3 percent to $412 million.
Their net carrier operating income decreased by 36.4 percent in
1980 and 72.6 percent in 1981. Although there was a slight
increase of 3.2 percent in net income for 1980, there was a
significant decrease in net income of 22 percent for 1981.

A comparison of the financial results of the 15 largest van
lines versus the Class II carriers shows that, as a group, the
15 largest van lines are doing better financially. The 15 larg-
est van lines had an increase in net income of 29 percent in
1980 and 26.3 percent in 1981, whereas the Class II carriers had
only a 3.2-percent increase in net income for 1980 and a 22-
percent decrease for 1981.

LACK OF FINANCIAL DATA RELATING TO CLASS III
CARRIERS, AGENTS, AND OWNER-OPERATORS

Although there is financial and operating data available
relating to the large- and medium-size household goods
carriers--Class I and Class II--such industrywide data is not
available for Class III carriers, agents, and owner-operators.
Due to lack of financial data, our report does not include sepa-
rate sections relating to the financial condition of Class III
carriers, agents, or owner-operators.
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Currently, ICC requires household goods carriers with an-
nual operating revenues of $1 million or more~-Class I and Class
II carriers--to file certain financial and operational data with
ICC. Smaller Class IIl ¢arriers do not file this data with ICC,
and data on thesie carrieérs is not available elsewhere on an
industrywide baaim. ICC does not collect financial and opera-
tional data from household ‘goods agents unless the agent has its
own ICC operating authority and has annual operating revenues of
$1 million or more. ICC eliminated the requirement for such
reports because the ICC staff was not using, and had no plans to
use, the data. Under its data collection policy, ICC collects
data only if used regularly and often.

According to ICC, during the recent House and Senate over-
sight hearings on the Household Goods Transportation Act of
1980, the absence of financial and operating data with respect
to small carriers was discussed. At that time representatives
of the Department of Transportation indicated their interest in
obtaining such data using a random sample questionnaire ap-
proach. ICC has assured the Chairman of both the House and
Senate oversight committees that ICC will cooperate in every way
possible if such a study is undertaken by the Department of
Transportation.

During our review we attempted to obtain financial and
operational data relating to agents by visiting 34 agents within
ICC's Chicago and Boston Regional Offices jurisdiction. We were
unable to develop financial information on these agents because
several agents refused to provide us financial reports. We also
attempted to obtain financial and operational data relating to
agents by sending a questionnaire to 700 agents of the five
largest and two other van lines. However, the questionnaire
response rate was very poor--only about 12 percent of the
questionnaires were returned.

Also, industrywide financial data relating to owner-
operators is not available at ICC or elsewhere. Officials of
several van lines told us that they collect data only on the
revenue earned by owner-operators while hauling for the van
lines; however, the van lines collect no information relating to
the expenses incurred by the owner-operators. The president of
one van line told us that owner-operator data is the least
available and least dependable data throughout the moving
industry.

United Van Lines, in commenting on our report, believes
that a study of smaller agents and owner-operators would show a
greater decline in earnings than Class I and Class II carriers,
partially attributable to the economy and the uncertainty of
deregulation.
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REASONS FOR REDUCTION IN
NUMBER OF PEOPLE MOVING

The number of people moving has been declining in recent
years due to several economic and sociological factors, includ-
ing a depressed housing market. As a result, many household
goods carriers have begun to diversify their operations into
nonhousehold goods areas.

Depressed housing conditions

The moving industry is affected by the economic condition
of the housing industry and mortgage interest rates. When the
housing industry is in a depressed condition, generally the
moving industry is also in a depressed condition.

Calendar year 1981 was the worst housing production year
since 1946, and, according to a National Association of Home
Builders' report to the President, 1982 might be even worse.
The following table shows the number of new housing units
started for 1978 through 1981.

New housing

Years units started
1978 2,036,100
1979 1,760,000
1980 1,312,600
1981 1,100,300

As the above table shows, the number of new housing units
started has been declining steadily since 1978. PFrom 1978 to
1981 there has been a 46~percent decline in the number of new
housing units started. Also, calendar year 1981 was the worst
year for new home sales since the Census Bureau began collecting
such statistics in 1963. In 1981 only 436,000 new single~family
homes were sold compared with 545,000 in 1980 and more than
800,000 in each of 1977 and 1978.

High mortgage rates has been one of the main reasons for
the recent housing slump. 1In early 1982 conventional mortgage
interest rates averaged about 17 percent. Such high mortgage
rates price the majority of potential home buyers out of the
real estate market. Many experts believe that home sales will
remain at depressed levels until mortgage rates drop to the

12~-percent range.

Factors responsible for reduction in moves

The number of interstate moves has been decreasing in re-
cent years due to several economic and sociological factors such
as a desire of people to remain in their present locations, two-
career families where both husband and wife are employed, and
the cost involved in moving.
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During our review we attempted to determine whether the
total number of interstate household goods shipments was in-
creasing or decreasing from 1979 to 1981. We found that such
data was unavailable anywhere for the entire moving industry.
As an alternative, we reviewed the annual reports of the
15 largest van lines filed with ICC to ascertain the total num-
ber of shipments handled by these van lines; however, data re-
lating to number of shipments for all 3 years was available for
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shlpments, by proviso, handled by the 13 large van lines.
Proviso 1 shipments are shipments of used furniture and other

household items from one home to another and include COD,
national account, and Government shipments. Proviso 2 shipments
represent shipments of office furniture and equipment of busi-
nesses and proviso 3 represents shipments involving commodities
that are fraglle or of hlgh value that requlre spe01a11zed

Number of shipments

Provisos
Years Proviso 1 2 and 3 Total
1979 962,119 331,532 1,293,651
1980 899,232 349,921 1,249,153
1981 857,091 401,740 1,258,831

As the above table shows, the number of proviso 1 shipments
handled by the 13 large van lines has been decreasing since
1979. There was a 6.5~percent decrease in the number of proviso
1 shipments during 1980 and a 4.7-percent decrease in 1981. On
an individual carrier basis, 11 of the 13 carriers had decreases
in the number of proviso 1 shipments during 1980 and 9 carriers
had decreases in 1981. Seven carriers had decreases in both
1980 and 1981. The above table also shows that the number of
proviso 2 and 3 shipments has been increasing since 1979. There
was a 5.5-percent increase in the number of such shipments in
1980 and a 14.8-percent increase in 1981.

The following table shows the revenues earned, by proviso,
for the 13 large carriers during 1979 to 1981.

Revenues earned

Provisos
Years Proviso 1 2 and 3 Total
——————————— (000 omitted)~——me———w—-
1979 $ 999,689 $196,831 $1,196,520
1980 1,137,332 238,713 1,376,045
1981 1,210,644 266,746 1,477,390
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Although the number of proviso 1 shipments decreased in
1980 and 1981, the table on page 60 shows that the revenues
earned by the 13 carriers in handling proviso 1 shipments
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percent in 1980 and 6.4 percent in 1981. Proviso 2 and 3
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1980 and 11.7 percent in 1981.
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There is a growing sentiment among many people to remain at
their present locations. They have established roots in the
community and do not wish to relocate. Others want to stay
where they are because of the geographical location, the cli-
mate, or do not want to risk searching for a new job in another
location due to the lack of job opportunities under current eco-

nomic conditions., The growth in the number of two career fami-
lies where both husband and wife are pmn1nvpd also tends to keen
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families from relocating.

As for corporations relocating their employees, the cost
involved with moving such employees has grown sharply in recent
years and many corporations are re-evaluating their policies re-
garding employee transfers. According to a study done by the
Employee Relocation Council, an organization of companies con-
cerned with the transfer of employees, the average total cost of
relocating a homeowner in 1981 reached $26,432, a 27-percent in-
crease over 1980 costs. The council stated that this increase
in relocation costs reflects the corporation's attempts to ease
the financial strain on the transferred employee caused by
current real estate and mortgage markets.

Household goods carriers
diversifying operations

By reducing the requirements for obtaining any type of
interstate operating authority, the Motor Carrier Act has
permitted household goods carriers to more readily obtain
operating authority for transporting other products, such as
general freight. Prior to the act, ICC took some administrative
actions which reduced entry barriers, Most of the van lines and
a few of the agents we visited have diversified their carrier
operations into several nonhousehold goods areas. For example,
the van lines and agents we visited have expanded their
operations into the general freight area and are hauling such
things as new furniture and fixtures, used automobiles, and
toys, as well as storing nonhousehold goods items. For some
carriers, this diversification has been going on for several
years, and for other carriers, diversification started in 1980
or 1981.

To determine the extent that household goods carriers were
diversifying their operations into nonhousehold goods operations
(general freight), we reviewed the financial reports submitted
to ICC by the 15 largest van lines and 30 randomly selected
Class II household goods carriers covering 1979, 1980, and
1981. None of the 30 Class II carriers reported any general
freight revenues or expenses to ICC during these 3 years.
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Our analysis of the 15 largest van lines showed that the
number of these van lines hauling general freight has increased
from 3 in 1979 to 4 in 1980 and 6 in 1981. However, as shown in
the following table, the percentage of the total operating re-
venues of these carriers that is attributable to hauling general
freight is very small if North American Vvan Lines' operations
are excluded.

North American Van Lines Other van lines?
Total General Percentage Total General Percentage

operating freight general operating freight general
Years revenues revenues freight revenues revenues freight

~=-(000 omitted)--~ ~-(000 omitted)--
1979 $375,596 $155,090 41.3 $286,014 s 8,907 3.1
1980 435,831 176,863 40.6 396,546 12,315 3.1
1981 495,297 197,775 39.9 704,407 17,109 2.4

Arigures include only those of the largest 15 van lines hauling
general freight in each year: three in 1979, four in 1980, and
six in 1981,

The above table shows that a large part of North American
van Lines' total operating revenues is generated by hauling gen-
eral freight. During 1981 about 39.9 percent of its total oper-
ating revenues was attributable to hauling general freight. On
the other hand, the other five van lines had general freight re-~
venues which averaged only 2.4 percent of their total operating
revenues during 1981,

Considering general freight revenues alone, the van lines'
general freight revenues increased by 92.1 percent from
$8,907,000 in 1979 to $17,109,000 in 1981, while the general
freight revenues of North American Van Lines increased by 27.5
percent during this period.

Reasons for expansion into nonhousehold goods areas vary.
For example, one van line we visited expanded its operations to
include such things as hauling general freight internationally
because of the deteriorating profitability of hauling household
goods. Another van line expanded its operations to include
such things as new furniture and fixtures and used automobiles
because the household goods business is sporadic and unbalanced.

Besides diversifying into nonhousehold goods areas, car-
riers and agents are expanding operations into Provisos 2 and 3
household goods in order to increase business. (See p. 60.)

Future of the moving industry

In spite of some concern over the present financial condi-
tion of the moving industry, some industry representatives be-
lieve that the future of the industry is bright due to new
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operating flexibilities, pent-up demand for mov1ng services due
to high mortgage rates in recent years, and increase in the age
group that historically has been the most mobile.

For example, according to the President of the American
Movers Conference, the 1980's have good growth potential for the
moving industry because (1) the most mobile age group, 25 to 44,
will increase by nearly 30 percent in this decade, (2) national
accounts will likely give their people greater moving allow-
ances, (3) military moves will increase as defense needs are
met, and (4) there is a pent-up demand for housing upgrades and
relocations. He also sees a great opportunity in the 1980's for
innovative marketing and new, creative programs by movers.

CONCLUSIONS

Based on our analysis of financial and operating data, in-
dications are that Class I household goods carriers appear to be
doing well financially while Class II carriers have experienced
declining earnings in the past few years. However, during the
first half of 1982, it appears that Class I carriers are doing
worse than in the three previous years.

63



APPENDIX I APPENDIX I

Intecstate Commerce Commtission
‘ maﬁhmgtnn. B.C. 20423

OFFICE OF THE CHAIRMAN ‘ January 25, 1 9@,3 .

Mr. J. Dexter Peach

Director

Resources, Community, and
Economle Development Dlvision
U.S. General Accounting Office

Washington, D.C. 20548

Dear Mr. Peach:

I appreciate your forwarding to our staff a copy of the
G.A.0,., report entitled "Status of Regulatory Réform of the
Household Goods Industry" for our review and comments.

The principal conclusion of the GAO study 1s that the
Commission has not been effectively monitoring the impact of
recent changes In the law on van lines and shippers. More
particularly, the criticism 1involves monitoring of the impact on
the industry and the way it now operates as a result of the Motor
Carrier and Household Goods Transportation Acts of 1980.
Considering that extensive revised regulations adopted under Ex
Parte No. MC-19 (Sub-No. 36), Practices of Motor Common Carriers
of Household Goods (Revision of Operational Regulations), did not
become effective until February 1, 1982, it appears unrealistic
to believe that a substantial monitoring effort would have been
implemented in 1982.

At this time the Commission's Office of Compliance and
Consumer Assistance 1s preparing a specific program to implement
such monitoring. It is anticipated the program will be operativé
no later than March 1, 1983 and will address in most respects the
needs which the proposed report describes.

The recommendation that the Commission specifically audit
the programs belng employed by the carriers to monitor the
operations of theilr agents does not appear warranted at this
time. The ultimate objective of our oversight of the household
goods transportation industry, in the area of consumer
protection, 1s to assure that the service beilng provided
adequately satisfies the needs of the public. Since 1979, when
we recelved 24,609 consumer complaints against household goods
movers, the number of complaints each year has declined
dramatically. During the 1982 calendar year our staff received
5272 complaints relating to the service of the industry. This
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amounts to a 79 percent reduction over the four-year period.

This fact, when coupled with our general knowledge of the
industry's operations, does not lead to a conclusion that the
Commission's limited resources should be devoted significantly to
such a narrowly directed program. I shall, however, take steps
to assure that in the implementation of the Commission's overall
monitoring program now being prepared that this facet of each
carrier's operations 1is considered.

The adoption of performance standards to be applled to the
operations of the carriers 1s now pending under docket Ex Parte
No. MC-19 (Sub-No. 36A), Practices of Motor Common Carriers of
Household Goods, (Performance Standards). As this is a pending
proceedlng I am constrained from discussing the proposal at thils
time beyond advising that a final decision will be reached in the
near future.

It is further noted that the proposed report critically
discusses the absence of a requirement that the small carrlers,
those with revenues of less than $1,000,000 a year, flle reports
of operating revenues and expenses with this Commission. I
believe that the criticism is inappropriate. The Commission
eliminated the requirement for such reports because the
Commission staff was not using, and had no plans to use, the
data. Under our data collection policy, we collect data only 1if
we wlll use 1t regularly and often. GAO endorsed this policy by
quoting from it on page 27 of 1ts March 31, 1981, report
entitled, The Trucking Industry's Federal Paperwork Burden Should
Be Reduced. OMB Circular No. A-U40 also states that agenciles may
not collect data which they do not use. In the Commission's
letter commenting on the draft of that March 1981 GAO report, we
clearly stated that the Commission intended to begln proceedings
to eliminate the Class III carrler annual reports and the
Class II carrier quarterly reports. GAO did not, in its rebuttal
on page 53 of the final report, express any reservations about
this proposal.

[GAO COMMENT: It was not our intention to be critical of ICC
for not having data on all small carriers (class III) but only
to point out that data was not available. On page 42 we said
that ICC could collect data for monitoring purposes from small
carriers on a selective basis using a questionnaire. On page 58

we included ICC's statements that it no longer collects data on
small carriers.]

During the recent House and Senate oversight hearings on the
Household Goods Transportation Act of 1980, the absence of
financial and operating data with respect to small carriers was
discussed. At that time representatives of the Department of
Transportation indicated their interest in obtaining such data
using a random sample questionnalre approach. I have assured the
Chailrman of both the House and Senate oversight committees that
the Commission will cooperate in every way possible if such a
study 1s undertaken by D.O.T.
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If further comment or information is desired, please do not
hesitate to advise.
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LEGAL ISSUES POSED BY HOUSEHOLD GOODS CARRIERS

TO _THE INTERSTATE COMMERCE COMMISSION

As stated previously, the Motor Carrier and Household Goods
Transportation Acts of 1980 and ICC's revised operating regula-
tions have impacted on the way the interstate moving industry
operates. This appendix discusses the major legal issues that
various household gopds carriers and their associations posed to
ICC as a result of the changes that have occurred since 1980 and
is presented to show the problems household goods carriers are
experiencing. They asked ICC to rule on the legality of

--the various rate discount programs carriers are offering
to shippers,

--contract rates for national account shippers which are
lower than rates charged to COD shippers for similar
gservice, and

--van line changes in their pooling policies relating to
carrier-agents.

The carriers and associations also asked ICC to establish guide~-
lines on volume discounts that carriers give to relocation
companies.

The above issues deal primarily with the manner in which
ICC has been implementing certain policies contained in the
acts. Household goods carriers and their associations are con-
cerned that ICC's recent policies will result in discriminatory,
predatory, and economically destructive practices.

We discussed certain aspects of these cases in chapter 3
concerning industry objections to new pricing techniques.

ICC REQUESTED TO RULE ON LEGALITY
OF DISCOUNT RATES

On January 29, 1982, the Movers' and Warehousemen's Associ-
ation of America~—-an association of household goods carriers
whose members are predominately small carriers--petitioned ICC
to determine the legality of the various discount plans (volume
discounts, senior citizen reductions, prepayment discounts,
lotteries, and similar rebate programs) offered by household
goods carriers.

In its petition the association pointed out that it is
national transportation policy to regulate common carriers so as
to encourage sound economic conditions among carriers and to
encourage reasonable rates for transportation without unreason-
able discrimination or unfair or destructive competitive prac-
tices. The association argued that the discount rate programs
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offered by household goods carriers not only v1olate this
pollcy, but violate the statutory mandate that' all motor common
carrier rates must be reasonable.

The association claimed that volume discounts and other
forms of discounts bear no relationship to carrier cost sav-
ings, The association concluded that discount programs not
based on cost savings were not only unreasonable but also dis-
criminatory. The association asserted that it is self-evident
that volume discount rates (1) discriminate against the individ-
ual or small commercial shipper that cannot qualify for volume
discounts in favor of the large commercial shipper that is able
to tender enough traffic to qualify for discounts and (2) coerce
carriers into engaging in a suicidal rate war. It concluded
that these discount rates would appear, therefore, to violate
section 10741 of the Interstate Commerce Act which prohibits a
carrier from establishing rates which subject a person, place,
port, or type of traffic to unreasonable discrimination,

In addition, the association argued that to the extent that
discount rates are below marginal or even average cost levels,
they are predatory--designed to drive rival carriers out of a
market--and destructive of competition.

The association requested ICC to address itself to the
reasonableness of discount rates, their discriminatory nature,
and their predatory and destructive affect on competition within
the household goods moving industry. Specifically, the associa-
tion added that ICC must determine what cost-based standards are
to be applied in assessing the reasonableness of these rates or
whether they are in fact predatory and constitute destructive
competitive practices.
ber 1982, ICC had no e
ctober 5, 1982, conference
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requested proceeding would likely do more to stifle legitimate
competition and retard efficiency than to eliminate predation or
unreasonable discrimination. ICC pointed out that reasonable-
ness of rates judged by cost, a major concern in the past, may
not always be in accord with the pricing schemes the Congress
enacted in 1980. ICC also noted that the zone of ratemaking
freedom provided by the Motor Carrier Act of 1980 allows car-
riers to discount rates as much as 30 percent or more without
fear of ICC suspension or investigation.

In addition, ICC said it is unlikely that carriers are
using discounts to drive others out of business. For such a
strategy to succeed, sufficient entry barriers must be present
to prevent competitors from reentering the market once the
predator attempts to raise its prices to monopolistic levels.
However, as regulatory barriers are reduced, predation by motor
carriers becomes uneconomic, since entry costs are so low a
predator could never long enjoy its monopoly price. ICC further
pointed out that trucking companies could protest individual
discount rates that appear to be predatory or discriminatory on
a case-by-case basis.

ICC ASKED TO ESTABLISH GUIDELINES ON
VOLUME DISCOUNTS TO RELOCATION COMPANIES

On December 15, 1981, the Household Goods Carriers' Bureau
petitioned ICC to terminate controversies and remove uncertain-
ties about the application of volume discount rates for house-
hold goods shipments tendered by relocation companies--firms
that assist corporations, businesses, and other organizations in
moving employees., The bureau included a list of 21 questions it
had relating to this matter and requested ICC to respond to the
qguestions.

The bureau pointed out that in order to be eligible for a
volume rate discount, one must be a "shipper" as defined in the
particular tariff provision. For household goods shipments ten-
dered by relocation companies, the relocation firm is shown as
the shipper on all shipping documents. Also, the shipping docu-
ments usually include a provision that the relocation company
will be billed for all charges.

The bureau also pointed out that although volume discounts
were designed for national accounts which are large volume ship-
pers, carriers have given relocation companies the benefits of
these discounts under a variety of circumstances. The bureau
and its members are concerned with whether, and under what cir-
cumstances, it is lawful for carriers to grant volume discounts
to relocation companies. If it is lawful, what obligation does
the carriers have to ensure that the owner of the household
goods or his or her other employer (the ultimate payer of the
transportation charges) is assessed the proper tariff charges.
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As of September 1982 ICC had not ruled on this matter.
However, ICC's Office of Proceedings' position is that reloca-~
tion companies can obtain volume discount rates if they satisfy
the conditions specified in the tariff. Concerning the gquestion
of who receives the benefits from a discount, the Office be-
lieves that this question should be decided between the shipper
(relocation company) and the person being moved in their con-
tractual arrangement. An official in the office stated that ICC
does not intend to interfere with such arrangements; however,
ICC had not reached a formal decision on this matter.

LEGALITY OF LOWER CONTRACT RATES
FOR NATIONAL ACCOUNTS

On January 6, 1982, the Household Goods Carriers' Bureau
petitioned ICC to determine the legality of contract rates for
national account shippers that pay the moving expenses for their
employees. Subsequently, United van Lines and American Movers
Conference also requested such a proceeding. Under common car-
riage, a carrier holds itself out to provide transportation to
the general public. Whereas under contract carriage, a carrier
enters into a contract with a specific shipper to provide trans-
portation for the exclusive use and needs of the shipper.

The specific question the Household Goods Carrier's Bureau
asked ICC to respond to is: Does a common carrier of household
goods engage in rate or service preference or other discrim-
inatory practices barred by section 10704 of the Interstate
Commerce Act when it enters into a contract with a national
account shipper for the transportation of household goods at
rates below those charged to COD shippers for the same
transportation?

The bureau pointed out that national account shipments
represent a substantial part of the business of household goods
carriers—--about 40 percent of the total shipments, according to
a recent bureau study of 1980 shipments,

The bureau also pointed out that all household goods ship-
ments require basically the same service and degree of care
regardless of who pays the freight bill. 1In fact, national
account shipments often move in the same moving van with COD
shipments. 1In view of this, the bureau found it extremely
difficult to reconcile the statutory definition of contract car-
riage contain in section 10102(13) of the Interstate Commerce
Act with the service performed by household goods carriers.
Carriers that obtained contract carriage authority do not intend
to assign vehicles for a continuing period of time for the
exclusive use of a national account shipper. Also, the service
required by the national account shipper is no more distinct
than the service required by COD shippers.
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The bureau noted that it is becoming a prevalent practice
among household goods carriers to enter into contracts with

b 4 ol oo b m A
national account shippers at rates and charges which are stated

percentages below the rates and charges they offer to COD ship-
pers. For example, a carrier might offer a national account
shipper a 20-percent reduction of line-haul rates and a 10-
percent reduction of accessorial charges from the rates and
charges that apply to COD shippers. This appears to discrimi-
nate against COD shippers that are unable to command a contrac-
tual arrangement with carriers because of the sporadic nature of
COD shippers' transportation requirements. The bureau added
that it is quite likely that COD shippers would be subsidizing
the household goods shipments performed for national accounts

under contract carriage.

On April 22, 1982, United Van Lines also requested ICC to
determine the legality of contract rates and posed basically the
same guestion to ICC as the bureau did. It pointed out that
carrier costs of executing and implementing negotiated contracts
is considerable and that legal fees and other associated costs
must be translated into higher line-haul rates and accessorial
charges which apply to all shippers. Therefore, those who are
not benefiting from contract carrier rates are subsidizing the
administrative costs of contracts for selected customers.

United Van Lines also stated that it was concerned that the
low contract rates would result in a decrease in the total capa-
city of the industry because contracting firms would merely
maintain, not increase, their fleet size while carriers not
involved in contract carriage would reduce their fleets.

On May 19, 1982, the American Movers Conference urged ICC
to grant the Household Goods Carriers' Bureau's request for a
decision relating to the legality of contract carriage. The
conference noted that the apparent trend toward contract ar-
rangements for national account shippers is gaining momentum at
a rate that will surely see the eventual transportation of all
such traffic in contract carriage. The conference agreed with
United Van Lines' contention that contract carriage will ser-
iously endanger the financial structure of the industry and the
"industry's ability to provide reasonably adequate service to
consumers while at the same time forcing them to assume the

economic burden of the losses incurred through contract carriage
* Kk Kk "

The Associate Director, Office of Proceedings, told us that
as of September 1982, ICC has not taken final action on the re-
quests. However, as stated earlier, ICC is planning to issue a
policy statement relating to the pricing practices of motor
carriers of property which will cover contract carriage rates.
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VAN LINES CHANGE POOLING POLICIES
RELATING TO_CARRIER-AGENTS

Atlas Van Lines and North American Vvan Lines have taken
steps to terminate pooling agreements--the division of traffic,
services, or earnings--with agents that possess their own ICC
operating authority (carrier-agents) unless the agents agree to
keep their interstate operations totally separate from the van
lines' operations. Agents that have their own interstate oper-
ating authority have, in the past, often used the same facil-
ities for the van lines' operations and their own operations and
have used the van line's name on the trucks, uniforms, and
buildings used for the agent's own operations. A group of
carrier-agents from the two van lines requested ICC to determine
whether the recent changes in pooling agreements are anticom-
petitive and, therefore, contrary to the Motor Carrier Act of
1980.

Legal authority for pooling agreements

Section 11342 of the Interstate Commerce Act provides that
a common motor carrier providing transportation subject to ICC's
jurisdiction may not agree or combine with another of those car-
riers to pool or divide traffic, services, or earnings without
ICC's approval. It requires ICC to review a proposed pooling
agreement to determine whether it is of major transportation
importance and whether there is substantial likelihood that the
agreement will unduly restrain competition. If ICC determines
that neither of these two factors exist, it must approve the
agreement without a hearing. If either of the two factors does
exist, ICC must hold a hearing concerning whether the agreement
will be in the interest of better service to the public or of
economy in operation and whether the agreement will unduly re-
strain competition. ICC must suspend operation of the agreement
pending such hearing and its final decision.

‘Section 11342 also provides that an application for ICC
approval of a pooling agreement between a common carrier of
household goods and its agents shall be presumed to be in the
interest of better service to the public and of economy in oper-
ation and not to restrain competition unduly if the practices
proposed under the agreement are the same or similar to prac-
tices carried out under such agreements approved by ICC
previously.

Atlas van Lines terminates pooling
agreement with its carrier-agents

On January 8, 1982, Atlas vVan Lines submitted an applica-
tion to ICC for approval of a new pooling agreement which Atlas
and its carrier-agents agreed to. The application contained
several modifications to the existing pooling agreement between
Atlas and its agents, including:
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--All household goods traffic handled by the carrier—agent

under itgs own intergtate authoritvy will be +tranannrtad on
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the carrier-agent's sgeparate Shlpplng documents and the
name of Atlas w111 ﬂgt appear thereon.

-~-Atlas agency mantracts are exclusive--thig nrovig;gn was
not defined in the January 1982 agreement but later Atlas
said it will onlv pool shipments with agents that did not
have their own ICC interstate authorlty, which appears to
be inconsistent with the first modification above.

The application also stated that all Atlas agents have a free
and unrestricted right to obtain or extend their ICC operating
authority, and the agency contract will not be terminated be-
cauge of the exercise of this right,

On February 22, 1982, ICC decided to approve Atlas' new
pooling agreement. However, on March 1, 1982, Atlas' attorney
took steps to unilaterally change the agreement by informing ICC
that Atlas could not enter into a poollng agreement with its
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carrier—agents ueuause of the followi ng reasons:

-=The risk of violating antitrust laws (discussion of rates
with carrier-agents}.

-~-Possible deception of the shipping public by diverting
traffic from carrier-agents to Atlas without prior

knowledge of the shipper.

-=-The use of Atlas' logos on vehicles owned by the carrier-
agents which sugagest to the sh1on1na nnbllo that Atlas is

responsible when, in fact, the carrier-agent does not
register the shipment with Atlas and transports the

shipment on its (carrier-agent's) own vehicles.

--Possible commingling in one vehicle of shipments handled
under the shipping documents of Atlas and the carrier-
agent,

--The expanded liability of Atlas for the actions of its
agents under the Household Goods Transportation Act of
1980.

--The confusion occasioned by the carrier-agent in quoting
two rates (Atlas' and the carrier-agent's) to customers.

Atlas' attorney advised ICC that Atlas' carrier-agents
could exercise any of the foilowing options:

--Terminate its agency with Atlas and affiliate with
another carrier or operate independently.

--Surrender its certlflcate to ICC and continue as an agent
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--Request ICC to authorize the carrier-agent to hold its
own ap@vating authority for a reasonable period of time
without conducting operations.

—-Transfer its certificate to a related, affiliated, or

subsidiary corporation which will continue as an
independent carrier, while the prior carrier-agent
continues as a noncarrier agent of Atlas.

On March 12, 1982, ICC informed Atlas' attorney that if all of
the above options are presented to the carrier-agents, it would
appear that such an arrangement would not be unlawful, Atlas
set July 15, 1982, as the effective date for the new agency
relationship, but as of September 1982, the new arrangement had
not been implemented.

North American Van Lines' proposal
to create an exclusive agency system

On January 26, 1982, North American Van Lines submitted its
proposal to create an exclusive agency system-—-agents would not
be permitted to have their own ICC interstate authority--to
ICC. North American sought guidance and understanding as to
what ICC's jurisdiction or other procedural requirements, if
any, might be to implement its proposal.

In short, North American proposed to create a totally
exclusive agency system, that is, to contract only with agents
that do not represent any other van line and, in addition, do
not hold competing interstate household goods authority in their
own name. As for existing carrier-agents--those that now have
their own interstate operating authority--North American is
planning to direct them to do one of the following in order to
continue as North American agents under an exclusive agency
system:

--The owners or principals of the existing agency can
organize a separate, noncarrier corporation to act as the
North American agent,

-=-They can revoke their existing authority.

--They can transfer their existing authority to a third
party or to a new organization having no affiliation with
North American.

North American Van Lines stated that the Motor Carrier Act
of 1980 and the Household Goods Transportation Act of 19890 have
caused North American to re-examine its agency relationships.
The eased entry provision of the Motor Carrier Act made it
easier for noncarrier-agents to obtain interstate household
goods operating authority for the first time and for carrier-
agents to expand the scope of their existing operating author-
ity. As more traffic may be diverted from a van line to agents
acting as individual carriers, North American said that a van
line will be less able to plan for the future, or coordinate
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loads for maximum vehicle utilization, or respond to the public
as a single source of liability.

North American is also concerned with section 5(a){(l) of
the Household Goods Transportation Act which provides that van
lines are responsible for all acts or omissions of their agents
within the actual or apparent authority of the agent from the
carrier, North American stated that as carrier—agents increase
in number and their operations expand in scope, the odds in-
crease that a van line will be held liable for shipments moved
under the authority of carrier-agents whenever a shipper claims
the inability to distinguish between the service of the van line
or carrier-agents.,

North American is also concerned with the new pooling pro-
visions in section 5(a)(l). North American believes that sec-
tion 5(a)(1), by negative implication, provides that antitrust
laws do apply to agreements or discussions between van lines and
carrier—-agents concerning the carrier—agents' rates. Section
5(a)(1) also stated that pooling applications are presumed to be
in the public interest if they are the same or similar to pool-
ing plans approved by ICC in the past. Since van line opera-
tions are now different, North American was uncertain of the
status of modern household goods pooling plans. Finally, sec-
tion 5(a)(1) directs ICC to adopt procedural regulations to ex-
pedite the filing of household goods pooling applications.

These regulations, when ICC adopts them, would require van lines
to obtain ICC approval of their pooling agreements.

North American concluded that it would be better not to
pool with carrier~agents, but to adopt an exclusive agency
system because such a system would

--not confuse the public as to whether it was dealing with
the agent operating under North American's authority or
the carrier-agent under its own authority;

--strengthen North American's own individual carrier per-
formance report and provide more accurate information to
the public;

—-minimize North American's liability for shipments in
which the shipper claims the inability to distinguish
between the service of the van line or a carrier-agent:

--better protect the integrity of North American's regis-
tered names, logos, and trademarks;

--eliminate the antitrust risk of discussing or agreeing to
rates with carrier-agents; and

-—enable North American to consolidate more loads and pro-
vide more cost-effective and fuel-efficient service.

North American intends to phase in the exclusive agency
system gradually to avoid unfairness and sudden confrontation
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with its agents. For noncarrier-agents, North American will
execute a new exclusive contract after the termination date of
the existing contract, provided the agent does not acquire ICC
operating authority to. transport household goods. Regarding
carrier—agents under existing contracts with short notice termi-
nation dates, they will be expected to achieve noncarrier status
by January 1, 1983. Regarding carrier-agents under existing
contracts with fixed or longer term duration, North American
agrees to continue to pool until the termination date of the
contract, subject to ICC approval whenever ICC revises its pool-
ing regulationg. Thereafter, North American will contract only
with noncarrier-agents.

Carrier-agents request ICC to investigate
van line changes in pooling arrangements

In an April 13, 1982, letter to the ICC Chairman, carrier-
agents of Atlas and North American Van Lines requested ICC
to begin an investigation to determine if changes the two van
lines made or proposed in their pooling agreements are anticom-
petitive in practice or purpose. And if it is found that the
practices are anticompetitive, the carrier-agents requested ICC
to order the two van lines to cease and desist from such
practices,

The carrier-agents stated that section 10101(7) of the
Interstate Commerce Act requires ICC to promote competition and
efficient transportation services. However, if the practices of
Atlas and North American are permitted, the result will be to
inhibit, frustrate, and lessen, or perhaps ultimately destroy,
competition.

The carrier—agents also stated that the two van lines had
no right to (1) require other carriers to give up their certif-
icates, (2) shelve their certificates, or (3) lose the benefit
of years of trading under their business name.

On April 20, 1982, the Director of ICC's Office of Compli-
ance and Consumer Assistance replied to the carrier-agents'
April 13, 1982, letter. The Director stated that since ICC had
approved Atlas' application to modify its pooling agreement in
order to accomplish the agency arrangement, it would be inappro-
priate for ICC to investigate that arrangement on its own
initiative.

The Director also pointed out that the liberal entry policy
of the Motor Carrier Act of 1980 creates unprecedented problems
for carriers that have agents that, because of this liberal
entry policy, may compete with them for the available traffic.
Accordingly, he added that it is not surprising that these major
carriers would undertake to protect their trademark and goodwill
from infringement by a competitor/agent.

In closing, the Director advised the carrier-agents that
the Interstate Commerce Act and ICC's General Rules of Practice
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provide a vehicle by which the carriers-agents could bring the
matter to ICC's attention for formal resolution.

Accordingly, on June 11, 1982, the carrier-agents filed a
petition for ICC to reopen Atlas' pooling agreement proceed-
ings. In the petition, the carrier-agents supplied additional
evidence to support their position. One main argument of the
petition was that Atlas unilaterally decided to change the pool-
ing arrangement with its carrier-agents that ICC approved in
February 1982.

On June 18, 1982, Atlas van Lines moved to dismiss the
petition. Atlas stated that it has not notified ICC of its
intention to amend its existing pooling plan. It added that the
policy statement which is the subject of the petition had not
been implemented, and moreover, the policy will not be imple-
mented until Atlas withdraws from the pooling agreement and/or
submits a new or amended plan for ICC approval.

On August 16, 1982, ICC decided not to reopen the Atlas
pooling agreement as requested by the agents. However, ICC
decided to institute a proceeding on its own motion to examine
Atlas' proposed policy relating to pooling with agents that also
have their own interstate operating authority in a separate
corporation. Also, the proceeding would be used to determine
whether Atlas' actions are consistent with the goals and pol-
icies underlying the Household Goods Transportation Act of
1980. ICC added that the proceeding is particularly significant
in light of the precedent which Atlas may be setting for the
rest of the household goods moving industry in implementing its
new policy.

In a February 17, 1983, decision, ICC noted that the pro-
posed policy of Atlas sets forth certain options whereby exist-
ing carrier-agents could operate as Atlas agents if they would
"spin-off" their operations under their own operating authority
to a separate corporate entity. These new Atlas agents will not
be performing regulated transportation services, and therefore,
their operations will be conducted under Atlas' authority. The
separate corporate entity operating under an agent's own author-
ity will conduct independent, unrelated competitive operations.
The affiliation between new agent and its separate corporate
entity is not sufficient to confer carrier status on the new
agent.

ICC concluded that Atlas' proposed policy results in it
dealing with only noncarrier agents, and therefore, the agree-
ment is not a pooling agreement between carriers and not subject
to ICC approval,

Although concurring, the ICC Chairman expressed concern
over the likely adverse impact of the Atlas policy on its
agents and also the possible anticompetitive effects on the
industry as a whole.
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United Van Lines. Inc
One United Drive
Fenton, Missour: 63026
(314) 326-3100

Oitce of The
President

January 25, 1983

Mr. J. Dexter Peach

Director

United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Peach:

In accordance with your December 23, 1982, letter, I am enclosing
comprehensive comments from United Van Lines, Inc. regarding your
draft report entitled "Status of Regulatory Reform of the Household
Goods Moving Industry."

As the enclosure will indicate, our Management Team has given
careful consideration to every aspect of your report, in view of
the importance of its subject-matter. Our comments are divided into
two sections: 1) general observations about tlie nature of our industry
and the manner in which it continues to evolve under deregulation;
and 2) specific suggestions for amendments to the draft on the basgis
of updated figures and new perspectives which you may wish to consider
in formulating the final document.

We do not wish to presume to "edit" what is obviously a carefully
structured and diligently researched report. And I want to compli-
ment the forthright attitude of the GAO representatives who visited
our van line to collect data. However, we believe it is vital that
your status report be as current as possible so that its usefulness
is enhanced, and our suggestions are forwarded with this objective in
mind. At present, perhaps the most serious deficiency in deregulation
of the household goods transportation industry is a lack of knowledge
about the real impact of the reforms upon mover and consumer alike.

I believe that your work will go a long way toward correcting mis-—
conceptions and generally illuminating a subject whose vagaries have
proven a handicap to all involved.

We stand ready to elaborate upon any element of our comments and
to provide further statistical back-up material as requested. We
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look forward to receiving the final report and to using its
contents in our own efforts to function efficiently and profitably

in the new deregulated operating environment.

Sincerely,

RJB;sf

Enclosure
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General Observations

Despite the complexities of the household goods moving industry, the
Government Accounting Office (GAO) has succeeded in compiling a comprehensive,
informative report. United Van Lines is in basic agreement with much of the
data and analysis provided. We would, however, like to offer comments on
certain areas which we believe should be examined in even greater depth in
the final report. These areas may not always be apparent to those not involved
day-to~day in the moving business, and yet they must be considered if one is
to accurately gauge the true impact of regulatory reform on all concerned parties.

Of paramount concern is the ambivalent approach to van lines and their
agents which has been evident in ICC actions of recent years and which is
correctly echoed in the GAO report. The van line is depicted on one hand as an
impediment to agents seeking to take advantage of operational freedoms made
available by regulatory reform -- and on the other as the paternal, steadying
influence which the ICC expects to assume responsibility for those same agents.
The ICC, as revealed through its inaction on a variety of deregulation-related
petitions which the industry has placed before it, seems uncertain which role
it wants the van line to play. As a $400 million-per-year corporation, we at
United Van Lines want our position clearly defined in the new environment so
that we can proceed with some degree of confidence. But in the process, we
intend to safeguard the well-being of our structural components, namely the
agent and the independent owner-operator.

Van line structure can confuse even the most astute observer, because as
many as four separate moving companies and one or more owner-operators may become
involved in transporting a single shipment from origin to destination. Van
lines, almost without exception, were created by groups of agents who banded
together after realizing they could achieve economic and operational efficiencies
through centralized dispatch and other support services which they could not
economically provide as individuals. Very seldom have moving agencies been
created by van lines.

Van line ownership varies widely. United Van Lines, for example, is owned
by 130 of its nearly 600 U.S. agents. Through an elected Board of Directors,
these owner-agents determine the policies which will govern all United agencies,
including their own. Some van lines are publicly held corporations; still
others are owned and operated by single families.

Van line philosophy varies as widely as the style of ownership. Some,
like Allied, maintain strict prohibitions against agents utilizing their own
authority apart from the van line. United's approach encourages agents to
operate autonomously in handling those shipments which agents admitted (on page
12 of the report) they can handle profitably: short-distance regional moves
where they will not require return tonnage or other coordinating services in
order to operate round-trip on a profitable basis. Long-haul shipments,
however, are turned over to the van line, which can combine several in a given
van for the benefit of van line, agent, driver, and shipper. Van lines thus
develop distinct 'personalities" and in this way attract agents who approve
of the particular van line's philosophy.
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There is one structural component common to all van lines: the independent
owner-operator, who may lease his equipment and his operating services to a
van line or to an agent. Because he is responsible for his tractor, his financial
obligations are considerable and ongoing. Without his services, most van lines
would be unable to function because most develop their fleets on a partial or
total lease basis. United owna fewer than 60 trailers and no power units
(tractors). The other 977 of the fleet represents equipment leased from United's
agents, who, in turn, lease the services and power units of the independent
owner-operators.

United's structure, therefore, is three-tier. The van line serves as
the coordinatipg point, founded and owned by its agents. The agents perform
sales and service functiocns, with the physical transportation of suipments
usually handled by owner-operators providing their tractors and services under
a lease arrangement. None of these tiers is self-sufficient; each depends on
the other two.

It is important that this cooperative relationship be understood. And yet
the ICC, as chronicled in the GAC report, seems uncertain about how to approach
this multi-part entity. On page 37-38 of the report, the GAO notes that the
ICC stated it "expected each van line to engage in self-regulation of its agents."
On page 13-14, however, concern is expressed that van lines are unduly imposing
their restrictive will upon agents who, it is implied, would otherwise make
greater use of the freedoms provided by regulatory reform. It would appear
that the ICC, in attempting to implement the Act, wants to acknowledge the van
line only in those circumstances when it suits the ICC's purpose —— but not in
all circumstances. This is an extremely difficult position for a van line.

We believe the ICC and other agencies are performing a major disservice
by perpetuating their periodic and selected efforts to pit van line against
agent. The van line was formed and exists today as a result of agent demand
for the types of coordinated servicing the van line can provide. Independent
movers have never been forced to become agents of any particular van line. They
do so of their own volition, and they may at any time disassociate themselves
from a van line, which often happens.

The GAO discovery that agents apparently are not making extensive use of
newly acquired or available authority is not surprising. Some van lines may
impose operational restrictions in accordance with the philosophy of the van

line -- a philosophy often forged by the agents. But in most instances, the
agent who is not making more use of his own authority is simply utilizing the
van line as he has in the past -— for those long-haul services which caused him

to affiliate with the van line in the first place.

With this in mind, we question the prominence given comments of three
agents at the top of page 13-14. The quote reflects the agents' belief that
their van lines would probably terminate them if they made extensive use of their
new authority. This is not true at United Van Lines -- and it is too cut-and-
dried to be applicable to many major carriers. These agents may be correct
about their van lines' attitude. But, in the case of United, the rules are
drawn up by fellow agents.

To summarize: the reasons why agents are making limited use of their new
authority are noted in the GAO report: 1) the economics of hauling; and
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2) the cost of providing services usually provided by the van line. Instead of
having to knuckle under to van~line restraint, agents are basically continuing
to rely upon van lines for the services which originally led to the van lines'

creation by the agents.

The report raises a similar question of "agent vs. van line"™ on page 15
when it states that the "ICC now permits an agent with its own operating authority
to esgtablish prices which differ from its principal van line." The report
goes on to speculate about why agents visited do not intend to establish such
differing rates -- but the best answer may be found on page 23 where an agent
"noted that two separate rates would create a chaotic environment for its:
employees." United's pooling order specifies a single rate level for agent
and van line. It is our contention that competition, so heartily encouraged
by regulatory reform, should be between van lines and not between the van line
and its own agents. The customer generally chooses a van line by name with no
recognition that the agent is involved. He does not see "ABC Moving Systems"
on the truck; he sees only "United Van Lines" and thus considers United
responsible for that move. In the same way, the Act is quoted as specifying
(on page 36 of the report) that "Each household goods carrier shall be responsible
for all acts of its agents related to services performed for the carrier."

This presumes cooperation in every area, including price. Cooperation is the
van-line cornerstone. Despite some dissenters (like those quoted in the report),
most agents recognize they must give to as well as receive from the van line

to help maintain the strength of the entire system, and they do not wish to
compete with their carrier. We strongly disagree, therefore, with the recurring
suggestion in deregulation that van lines and agents should be both allies and
adversaries. You can't have it both ways, whether in pricing or in other
aspects of moving.

Pricing, in general, has become the hottest issue in regulatory reform.
While the Act was created ostensibly to establish "pricing and quality options,”
the nature of household goods transportation does not lend itself to classes of
service like those offered by airlines. All shipments are loaded and transported
in the same manner in the same type of vehicle, ideally with the same handling
care. Pricing, therefore, is really the only variable, and the competitive
pricing programs developed by all major carriers are clear by-products of
deregulation.

The ICC, however, has provided no clarification or direction in this area.
A weak economy and a consequently shrunken moving market have prompted widespread
ratecutting which has thrown the industry into virtual disarray. Movers have
long relied upon rate bureaus to gather cost data and translate that data into
rates which would enable movers to operate profitably. Today, the rate bureau's
continued existence is threatened, shaking the foundation of movers' basic
rates. At the same time, movers have filed hundreds of independent actions to
cut rates in order to attract customers and counter rate reductions of competitors,
resulting in discounts which have no relationship to actual costs. The fate of
rate bureaus rests with the Congressional Ratemaking Study Commission, whose
findings now are not going to be released until mid-1984. Those findings are
anyone's guess. And even if the Commission should radically reform the rate
bureaus, the ICC will still be in the picture in a still-undefined role. Thus,
while the governmental bodies remain on the sidelines, offering no guidance on
such key issues as contract carriage, volume discounts, and binding estimates,
van lines are forced to proceed on the basis of instinct. And while the ICC
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has seldom balked at carriers' applications for cutting rates, there is no basis
for believing that, when business conditions improve and rates may competitively
start to rise, the ICC will not suddenly step in and begin to enforce its more
narrow "Zone of Rate Freedom." There is a major difference between long-term
rate strategies and short-term responses to competitive rate actions.

Uncertainty about the role of regulators takes many forms. One involves
paperwork. On page 5, the report notes a major tenet of the -Act: "The ICC
operating regulations and paperwork required of household goods carriers shall
be minimized to the maximum extent feasible consistent with the protection of
individual shippers." This goal is not being realized...because of uncertainty:
The many new competitive programs described in the report (volume discounts,
binding estimates, comtract carriage) have caused van lines to develop dozens
of new agreements, forms, contracts, and other documents. While it is true
that most of this paperwork is self-generated and not specifically required
as yet by the ICC, over the years the ICC has always demanded exhaustive
documentation of a mover'’s every action. The same has been true for DOT and
state agencies. We are currently in a "down" rate cycle which someday will
again begin to swing upward, offering new incentives for ICC audits. And movers
are instinctively anticipating the staggering fines which could be levied if
such an audit finds documentation lacking. Thus, while not specifically
requiring more paperwork, the ICC's vague stance is causing van lines to maintain
their vigilance. 1In the process, the Act's stated objective of reducing paperwork
is not being achieved.

The matter of paperwork is but one of a number of issues which remain
undecided by the ICC, despite van-line and industry petitions. Some are chronicled
in Appendix IT of the GAO report: discount rates for national accounts; brokerage
arrangements with relocation companies; contract rates for national accounts;
definitive word on pooling arrangements and exclusive agencies -- this list is
but a sampling. The mover today, therefore, is operating in limbo. As a result,
any benefits which might be accruing to the shipper through rate competition
are only temporary, and the industry has yet to realize any lasting benefits
from the Act. What exists today is not a deregulated environment. It is a
situation where a few of the rules have been changed on an absolute basis (ease
of authority acquisition, for example), and due to depressed market conditions,
movers have resorted to these rule changes in an effort to gain a momentary
competitive advantage. But with the regulators merely watching the proceedings
(and occasionally pitting participants against one another), movers have no way
of knowing if what they are doing will be countermanded in the future -- or if
they can rely upon the present as a foundation for coherent long-range cperating
policies.

If issues were definitely decided by the ICC, van lines might gain con-
fidence in, for example, doing away with some of their precautionary paperwork.
But vestiges of red-tape remain and appear anew, exemplified by the cumbersome
system for obtaining approval of contract-carriage agreements, a deregulation-
inspired pricing approach. At present, it is commonplace for competing van
lines to protest contract applications as "unfair." These protests are permitted
and, almost without exception, eventually rejected. And yet they succeed in
prolonging the procedure and adding to the van lines' costs when the eventual
outcome is a foregone conclusion. Contract carriage is new to our industry;
bureaucratic delays are not.
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United believes that the real impact of regulatory reform upon the moving
industry will eventually be discerned in statistics charting the financial
performance of the various participants. However, we find it unfortunate that
the GAO had to base its limited financial findings in the report upon returns
from Class I van lines (which are only one part of the three-tier system in
the moving industry), together with a sprinkling of Class II carriers (which
include van lines' largest agents). In the process, the other two tiers of
the business are not represented -- the agent with less than $1 million in
operating revenue; and the independent owner-operator. The GAC noted on page
7 that its questionnaire responge from smaller agents was so low that the
information was useless. There is no mention of any attempt to poll the owner-
operator.

In the area of finances, the report begins to touch the right nerve on
page 39-51 with the acknowledgement: "Our analysis showed that Class I carriers
appear to be doing well financially but Class II carriers have experienced
declining earnings the past few years.'" We contend that the analysis focuses
on those industry segments which are most fully insulated against short-term
economic problems, while failing to take into account those segments which are
most vulnerable. We believe a study of smaller agents and owner-operators would
reflect a much greater decline in earnings, partially attributable to the economy
and partially attributable to problems created by the murkiness of deregulation.
The Class I carrier and its financial results may be viewed as the sum of many
parts -- dozens or hundreds of agents, many of them small; and hundreds or
thousands of owner-operators. Because United leases its equipment from agents,
who in turn lease the power units from owner-operators, United in itself does
not have a massive capital commitment for which it is responsible; the agents
and tractor owners shoulder most of the investment burden for the van line.
United does maintain its central Headquarters office building and staff, but it
does not own any agencies or warehouse facilities, all of which are agency-owned.
United is not like a motor-freight carrier which may own its terminals, ware-
houses, and rolling stock.. United exists on commissions received for performing
centralized services in behalf of the agents who choose to affiliate with it.
Thus the parent van line is much less vulnerable on an immediate basis to
financial fluctuations which can more quickly drive capital- and labor-intensive
businesses (like agents and owner-operators) to bankruptcy. Last June, the
American Trucking Associations released a survey which showed that, since
mid-1980, 190 motor carriers {(not movers) had gone out of business, and it noted
that "Most of the affected firms were small, both in terms of revenue and
employees." We believe the same to be true in our industry and suggest that
the GAO report examine the financial status of smaller agents and owner—operators
who, in truth, are supporting the Class I carriers. Inmevitably, erosion of
the "lower" tiers will reach the van line, as its components become fewer and
it is less able to perform the coordinating service functions for which it was
created. The end result would be reduced capacity in the moving industry
(short-term efficiency through attrition) -- which will translate into slower
service for the shipping public when business begins to rebound and the need
for movers increases.

The GAO report on the impact of regulatory reform on the household goods
transportation industry does a comprehensive job of laying out a multitude of
facts and portraying many of the developments and trends resulting with surprising
incite and accuracy. But we respectfully suggest that the GAO should delve
more deeply into the ramifications of reform upon all participants -- agents and
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owner-operators, as well as the van lines. The information, as GAD is well
aware, is not easy to obtain. But it is vital to laying out the entire
picture.

United cannot offer any miracle solution to the problems which persist in
our industyry. But we are convinced that only if issues in questibm ‘are ‘decided;
if the interests of all participants are considered at every step; if the
various participants are not artificially matched against one-another for the
sake of conmtrived competition; and if the ICC moves aggressively to spell out
what its long-term interest in the moving industry will be and those areas for
which van lines will be held accountable -- only then will the Act have any
chance of achieving the principal stated goal of Congress: to prntect the
individual shippet and assure the continuved availability of efficient, économical
household goods transportation services.
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keyed to pagination and underlined material in attached

Page 3 Sentence should reflect fact that owner-operators may lease themselves

and their tractors t¢ a van linme or agent for the purpose of hauling

shipments,

Page 4 It is true that the so-called "zone of rate freedom' has not been
used with any degree of regularity since implementation of the Act
and that the ICC gemerally is not questioning independent-action
rate changes. We point out, however, that the vast majority of all
such actions are rate decreases and that rate bureaus are still
maintained for rate-making purposes.

Page 8 A. As outlined in greater detail in our general observations, many
United Van Lines agents have obtained and are using new authority as
a result of regulatory reform. United is much less restrictive
than other major carriers with respect to agents' use of their own
avthority. Agents continue to rely upon the van line for coordination
of long~distance moves which they could not handle profitably on
their own without return shipments and other centralized services.

B. While it is true that, as under prior legislation, applicants
for operating authority are still theoretically required to show
they are fit, willing, and able to provide transportation, it has
been our experience that the ICC is now generally ignoring even
these guidelines in approving new authority. As cited on page 10
of the report, 96.7% of processed authority applications resulted
in some grant of authority in 1981, compared with 69.8% in 1976,
indicative of the new approach.

Page 10 We question the "new or expanded authority” statistics for the
years 1980 and 1981. The figures shown are for all motor-carrier
applications. We believe that a break-out of household goods
carriers would show a lesser interest in obtaining or expanding
authority.

Page 12 A. It should be noted that United Van Lines leases trucks from
agents to haul in excess of 97% of shipments handled by United
Van Lines. When an agent agrees to haul on his own authority only
those shipments traveling under 750 miles while turning his remaining
shipments (those moving over 750 miles) over to United, we are
able to combine long~haul shipments to develop better loads for
all involved agents. As van-line agents themselves have noted in
the GAC report (also on page 12), it is economically necessary to
obtain return tonnage to operate in excess of 600 miles. In
planning return tonnage, United will assign it to the agent hauling
in excess of 750 miles on his own authority if there are no other
agent trucks available. But if another agent awaiting return
tonnage has operated to that point on United authority, that agent
will be given priority for returning the shipment to his domicile.
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It's not a question of United, rather than the agent, hauling the
tonnage; it is a matter of which agent will be assigned the shipment,
a priority based upom the agent's decision of which tonnage he

will turn over to van-line authority. In essence, it's a matter of
cooperation. ‘

B. The sentence should be amended to indicate that van linmes were
created to allow agents to operate over long distances efficiently.

C. Again, while one particular agent may be restricted from
receiving a backhaul shipment in a situation, another United agent
will perform that backhaul, thus making it advantageous for an
agent to turn long-haul shipments over to United authority in order
to become eligible for the best return loads.

Page 13-14 This is not true for United. We believe it is an unrepresentative
sampling to draw any conclusion based on the opinions of only three
respondents.

Page 17 Please note revisions to the United Van Lines volume-discount
program, providing national accounts with greater savings than in
the past. This change, which took effect on November 1, 1982,
is current as of January 20, 1983, although the competitive situation
remains fluid and may precipitate further changes.

Page 18 This statement should be updated to reflect United's discount ex-~
perience through calendar-year 1982. The total dollars of volume
discounts for the period July 1, 1981-December 31, 1982, is estimated
by United to be $4.5 million. This is in addition to an estimated
$5 million in discounts provided through the 7% Provisc 1 linehaul
reduction in effect from July 27, 1981, through December 31, 1981.

Page 20 A. These figures should be updated to reflect 20 contracts now
in effect for United (compared to 2 in the report) and 47 additional
contracts in negotiation or awaiting ICC approval (versus 22 in the
report).

B. United Van Lines strongly disagrees with this statement. We
contend that the binding estimate can provide the COD customer
with excellent discount opportunities. We do not believe discounts
discriminate against the COD shipper.

C. We suggest this statement be amended as follows: "A management
official of United Van Lines stated that as a result of the poor
economy fewer people are moving, which results in excess capacity.
According to the official, van lines are offering such things as
volume discounts and contract carriage in an effort to fill excess
capacity. COD customers are also benefitting from discounts
provided through such new programs as binding estimates. He noted,
however, that he believes the rates COD shippers pay will go up
when the economy improves and current excess capacity disappears."
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The Act provides for the ICC to approve pooling arrangements between
agents and carriers which might provide antitrust immunity in
individual cases for van lines and agents to remain on the same

rate level. This is the case with United Van Lines and its agents.

In fact, the Act has resulted in various pricing options for
shippers but in very few quality options, given the nature of the
buginess which precludes the practical establishment of various
"classes" of service.

We wish to note that the binding estimate is now offered by most
carriers and is becoming increasingly popular with our shippers,
contradicting the "limited use" reported by the GAO. Although,

ag the chart indicates, only 137 of 101,579 shipments transported

in 1981 were binding-estimate shipments, during calendar~year 1982
preliminary figures reveal that 2,578 out of 195,211 shipments

were booked using the binding estimate. This momentum has continued
into 1983, indicating that more COD shippers are taking advantage

of the discount opportunities which this new program presents.

A. We dispute this conclusion. We believe that carriers are more
aggressively marketing binding estimates and that, based on our
own experience, COD shippers are taking much greater interest in
this type of shipping program.

B. We believe this statement is unrealistic, particularly in the
current operating environment when competition for every shipment
is fierce, even in peak season. A shipper who fails to obtain more
than one estimate might not obtain the lowest possible price.

Please note the changes in verbiage. It is "valuation" or "liability
protection" which is being offered by the van lines, not actual
ingurance coverage. References to "standard" should be changed

to "minimum,"

Suggested amendment: Van lines act as self-insurers for their full-
value protection programs, with some exceptions and limitations.
United Van Lines, for example, has a $100,000 retention limit for
its full-value plan.

A. Please note suggested word changes, similar to those on page 34.

B. Suggested amendment: A United official said the improvement
resulted from strict van operator qualification procedures,
comprehensive internal training programs, close monitoring of van-
operator performance through a claim experience rating report, and

a formal review process for van operators with high claims frequency.

The implication in this paragraph seems to be that shipper complaints
on quality which are channeled first to the agent or van line are
somehow suppressed by the mover. United, in fact, has long maintained
an ombudsman service (our "Bette Malone' Customer Assistance Center)
where customer complaints are received (and resolved) on a daily
basis. We believe the thrust of the statement could be more posi-

88



APPENDIX IIX APPENDIX

Page 67

tively worded in the respect that some carriers maintain specific
departments to deal %With customer problems, resolving them béfore
a shipper feels compelled to go to the ICC or other regulatory
entity. The fact that carviers seek to make a situvatiom "right".
should be viewed as & commendable effort, rather than an attempt
to muffle discontent. ‘

The report states that the ICC "does not intend to interfere” with
arrangements beétween a relocation company and the person being moved.
United is of the understanding that this matter is still open to
interpretation, and we question whether or not the ICC has, in fact,
expresgsed such an intention not to interfere.
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GAQ mwaluwniaw of United van Line's Cmmmgnts
[T Coa
United van . mimmm in responding to the repont pmmsents
varied comments-+philosophy’about the industry and its own oper-
ations, problems with ICC actions, and suggested changes to
improve the report's accuracy. In many cases, their comments
discuss issues which were not the subject.of our, rﬁview, and
therefore, we do not believe a specific comment or, response by
us is warranted. In those cases where United provides clarifi-
cation about our references to its operations we made those
changes in the report.

In its "general" comments, United discusses what it be-
lieves is ICC's ambivalent approach to van lines and their
agents as evident by ICC actions of recent years. Specific
examples United discusses include

--fostering competition between van lines and their agents
instead of between van lines,

--needing clarification or direction in ratecutting taking
place, and

--maintaining precautionary paperwork in anticipation of
possible ICC requirement for documentation.

Although we included the complete text of United's comments
in the report, we do not believe that detailed responses are
needed except for the following points. These points, in our
opinion, are those most relevant to the issues addressed in this
report. United raises concern about the prominence we gave to
the views of three agents. We have revised the report to
recognize that the agents' views are about the van lines with
which they are associated and included United's position (see
pp. 13 and 14). Also, United expressed concern that we had to
limit our financial findings to Class I van lines together with
a sprinkling of Class II carriers and did not include Class III
carriers, agents, or owner-operators. For Class II carriers we
used a statistically valid sample of the 134 carriers that had
submitted annual financial reports to ICC, and therefore, we
were able to project the results to the universe of the 134
carriers. For Class III carriers and agents we sent out a
guestionnaire to 700 carrier-agents and agents. However, the
response rate was too low (84 were returned) to utilize for
projection purposes, and therefore, the data was not used.

(See pp. 6 and 58.) Since this area was addressed on page 6 of
the report, we did not believe that it was necessary to make any
changes to the text on this point.

In responding to the "specific" comments United made, we

have made the suggested changes in all cases except two. These
are as follows:
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--United disagreed that discounts discriminate against COD
shippers. 1In an effort to clarify United's position, we
talked with a vice president of United. He said that if
we are referring only to volume discounts and contract
carriage (which we are, see pp. 15 and 16), then these
pricing options do discriminate against COD shippers. He
added that binding estimates are being used to provide
COD shippers with discounts.

--On page 37 United believes that we imply shipper com-
plaints are somehow suppressed by the mover. This is not
our intention. We point out that ICC only has complaint
data for those complaints it receives and is unaware of
complaints received and resolved by agents and van lines
and therefore, does not have a complete complaint record
on agents in order to identify unfit agents.

GAO note: Pade references in United's comments refer to the
draft report,
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ALLIED VAN LINES, INC.

LAW DEPARTMENT

P.O. BOX 4403
TERRY G FEWELL CHICAGO. ILLINOIS 60680 TELEPHONE  312-681-8000
ROBERT J. HENAY TWX 910-226-040C
CABLE ALLIED VAN

LARRY W. BROWNE
JOBEPH P. TUOHY
LEONARD J. SOLFA, R
RICHARD V. MERRILL
WARTIN T. BORATYN
ANNE M. DAHLGARD December 30, 1982

Mr. J. Dexter Peach

Director

United States General Accounting Office

Washington, D.C. 20548

Re: Draft of Proposed Report-Status of
Regulatory Reform of the Household
Goods Moving Industry

Dear Mr. Peach:

This will acknowledge and respond to your letter of December 23, 1982
to Mr. Sidney D. Epstein, President Allied Van Lines, Inc. requesting
comments upon your proposed draft.

Both Mr. Epstein and myself have reviewed the proposed Report. Your
Report is consistent with the input given to the GAQ staff that visited
Allied's Corporate headquarters last Spring. With a few minor exceptions
such as its remark on page 28-29 that average revenue per items fiqures
cannot be relied upon, the Report seems to be in substantial order.

It is our belief that the investigation and report is premature. Both
the Motor Carrier Act of 1980 and the Household Goods Transportation Act
of 1980 are so new that the industry is still in the "breaking in" stage.
This 1s reflected within the report as it often states that information
is not available. It would have been better if the GAO had waited five
years or until 1986.

If T can be of any assistance, please feel free to call or write. If
you wish your draft returned to you,let me know.

Very truly yours,
INES, INC.

P

Josepp P.Tuohy
Counsel

ALLIED VA

JPT/wmk

GAO Note: Page references refer to the draft report. On page
28 of this report we point out that comparisons to
actual weights would be more accurate.
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January 18, 1983

Mr. J. Dexter Peach, Director
United States Genmeral Accounting Office
Washington, D.C. 20548

Dear Mr. Peach:

This is in response to your letter of December 23, 1982, asking for our
review and comments on the draft report entitled "Status of Regulatory
Reform of the Household Goods Moving Industry". Our comments are as
follows:

1) Page 12, First Paragraph, Third Sentence -

It appears to us that this should read as follows:

"Trucks with shipments handled by the agent under the Van
Line's authority will be given goods to transport back to
or close to the original departure (backhauls), when avail-
able, by the Van Lines to prevent trucks from returning
empty."

We suggest the removal of the quotes around(under the
Van Line's authoritv) and adding '"when available'" after the
word 'backhaul'.

2) Page 17 -

It isn't true that a COD shipper cannot qualify for the
Volume Discount Program. The program is set up to provide
a discount on a single shipment if it should exceed the minimum
linehaul.

3) Page 32, the paragraph dealing with the number of guaranteed
service shipments under Mayflower authority -

The second sentence should be revised as follows:

"One Mayflower official said that the shippers may not be
informed about the service". We feel that this is more
appropriate than the sentence which reads, '"One Mayflower
official said that the agents are obviously not informing

shippers about the service".

GENERAL OFFICES/INDEANAPOLIS, INDIANA 46206/P O BOX 107B8/(317) 875-1000/CABLE ADDRESS MAYTRANCO
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Mayflower
January 18, 1983

Comments on Regulatory Reform
Page 2

4) Page 34, Second Paragraph, Starting with, "However, another
Mayflower official said he believed the program will be
effective." ~

We do not believe that this paragraph is reflective of
the position of Mayflower and we desire this paragraph's
removal.

5) Page 34, under Full Value Protection -

There needs to be a removal of the idea of insurance from
this paragraph. This is not insurance, as carriers are not
licensed to sell insurance.

6) Page 36, Top Paragraph, Third sentence -

This sentence should refer to collections of Full Value
Protection charges; and in addition, the fifth sentence should
read as follows: "In some cases, these reserves were combined
with other released value options.”" 1In other words, we desire
the removal of the term insurance.

As you can see, we did not have many comments. If we can be of any further
service in this matter, please advise.

Very truly yours,

Daniel E.é;h es

Senior Vice President
and General Counsel

DEY:pmc

GAO note: The page references refer to the draft report. All
of the above suggestions except for number 2 have
been made. A Mayflower official agreed that a single
shipment in a year could not qualify for any dis-
count, but a COD shipper with more than one shipment
may qualify for a discount.

GENERAL OFFICES/INDIANAPOLIS, INDIANA 46206/P O BOX 107B/(317) 875-1000/CABLE ADDRESS MAY HANCO
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MARTIN A. WEISSERT
DAVID D. BISHOP
GERALD A. BUNNS
MARGAREY §. VEGELER
BRUCE W. BOYARKO
MARK 4. FMITZ

APPENDIX VI

northAmerican.

VMM Lines

LAW DEPARTMENT .
P. 0. BOX 908 AREA CODE 219
FORT WAYNE, INDIANA 48801 429251

January 28, 1983

Mr. J. Dexter Peach, Director

United States General Accounting Office

Resources, Community, and Economic
Development Division

Washington, DC 20548

Dear

Mr. Peach:

Enclosed herewith please find the Comments requested in your

lette
Janes

r of December 23, 1982, and about which I spoke with
Blume last week. I apologize for the brevity and

summary nature of the Comments, but time constraints simply

did n
provi

\

pavid
Attor

ck
enclo

ce:

ﬁ&

ot allow as elaborate an analysis as I had hoped to
de.

truly yours,

D. Bishop
ney

sure

Mr. James M. Blume

United States General Accounting Office

Resources, Community, and Economic
Development Division

Washington, DC 20548
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COMMENTS
AND/OR SUGGESTED REVISIONS
: TO
DRAFT REPORT

Enclosed with a letter dated December 23, 1982, addressed

'to Mr. Joseph D. Ruffolo, North American Van Lines, Inc.,
(North American) was a copy of the draft report entitled
"Status of Regulatory Reform of the Household Goods Mowing
Industry." Comments on the draft report were invited. The
comments set forth herein constitute those matters which

North American management believes should be corrected,

added to or deleted from the final report. ‘

PRICING TECHNIQUES

The draft study, at pages 18 and 19, indicates that
North American handled approximately 3,000 moves under its
volume discount program (VIP) in 1981 at an estimated total
discount of $292,313. 1In fact, North American moved 3,600
shipments under the VIP at discounted revenues equalling
$308,000.

Since the GAO information gathering process was completed,
activity in the area of contract carriage has increased sub-
stantially. North American is currently operating under
approximately 25 contract carriage agreements with another
200 such agreements at various stages of negotiation and/or
the administrative (ICC) process. Contrary to the draft
study language found at the top of page 21, "most" household
goods contract carriage agreements include no minimum ship-
ment or volume commitment by an account or a shipper. A
more appropriate statement might be: "All but a very few
household goods contract carriage agreements lack any volume
commitment from the contracting shipper.”

Although the agents interviewed by the GAO may not
generally establish prices which differ from the van lines
with which they were affiliated, it would be inappropriate
to draw the conclusion that such practices are the norm, at
least with regards to North American agents. North American
publishes its household goods rates through the Household
Goods Carriers' Bureau in Tariff No. ICC HGB 400-B and
Exceptions Tariff NMo. ICC HGB 104. Of North American's more
than 600 agents, located in more than 830 communities,
approximately 230 hold interstate household goods operating
rights. Of those 230 carrier agents, only 36 have standing
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instructions to the Household Goods Carriers' Bureau to
publish all rate actions filed by North American for their
agency. As such, all but 36 of those 230 carrier agents

have rates in effect, either through ICC HGB 400-B, ICC HGB
104, or other tariffs published on behalf of such agents,
which differ in some respect from the rates of North American.

Activity in the area of binding estimates also increased
substantially in 1982 versus 198l. Primarily due to the
need to respond to competitive pressures, North American
agents registered 5,614 shipments with North American for
which binding estimates had been given the shipper. The
total number of first proviso household goods shipments
handled by North American was 113,683. It is thus apparent
that North American participated to a far greater extent in
the practice of binding estimates in 1982 as compared to
1981.

One further comment appears warranted regarding the
pricing techniques of household goods carriers. As of this
date, no household goods carrier has utilized the zone of
rate freedom mechanism provided in 49 U.S5.C. §10708.

NEW SERVICES TO SHIPPERS

Since the completion of the GAO information gathering
process, North American has had twelve (12) requests from
shippers to utilize the procedures of North American's
dispute settlement program. In each instance, however,
claim settlement was negotiated and the dispute(s) resolved
before resort to arbitration became necessary.

CONCLUSION
North American suggests that the additional and more
current information fairly reflects the changes which have
come to pass since the conclusion of the GAO's fact gathering.
As such, it is respectfully requests that these comments be
incorporated into the GAO's final report.

Respectfully submitted,

NORTH AMERICAN VAN LINES, INC.

By:

David D. Bishop
Its Attorney
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GAO note: Page references refer to the draft report. North
American's comments have been incorporated into the
report except its statement that no carrier has used
zones of rate freedom mechanism. While this may be
the situation for North American, it may not be so
for the industry. 1In fact, United in its comments
{p. 86) states that this mechanism has not been used
with any degree of regularity which implies some use
by the carriers.
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