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Competition drives

L . .
A,

the trucking industry

In the wake of deregulation and the intense competition

that followed, the trucking industry

has radically changed

the quality and types of services it provides its customers;

today, the emphasis is on efficiency,

and the ultimate

beneficiary is the American consumer

The Nation’ sfreight bill hit an all-timelow
in 1996, with shipping costs accounting for
only 6 percent of gross domestic product,
compared with 7.6 percent in 1980.* Nearly 75
percent of freight istransported by truck at some
point in the distribution chain,? and consumers
have benefited from amyriad of factorsthat have
improved service and lowered freight costs. The
trucking industry hasweathered many challenges,
some of which emerged from within the indus-
try, and others that sprang up in the economic
environment.

The adoption of just-in-time delivery systems,
new developments in technology, deregulation,
and increasing competition between transporta-
tion sectors have forced the trucking industry to
pay more attention to customers’ needs. In par-
ticular, companies have sought to meet require-
ments for morereliable and frequent deliveries,
and thus reduce warehousing and transit costs.
These savings, passed on to consumers and busi-
nesses, have contributed to more competitively
priced productsin aglobal economy.

Cost savings have been achieved largely at the
expense of for-hiretruckdrivers,® whosereal av-
erage hourly earnings (in 1982 dollars, asdeflated
using the Consumer Price Index for Urban Wage
Earners and Clerical Workers) declined by 40
percent* between 1978 and 1996, compared with
al13-percent decreasefor all private sector work-
ers. But whilethe paymentsfor labor servicesin
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trucking have declined in real terms, the demand
for these servicesisincreasing. Theindustry gained
586,000 jaobs between 1980 and 1994, and truck-
ing jobs are projected to increase by 299,000 be-
tween 1994 and 2005,° which places them among
the top 25 occupational groups for projected em-
ployment growth. Increased demand and deterio-
rating wages have resulted in an industry that is
plagued by frequent labor shortages.

This article examines some factors that have
affected trends in employment and wages of for-
hire trucking employment over the last 30 years.
First, we review employment trendsin the indus-
try, and then ook at the changing character of the
trucking labor market, aswell as other factorsthat
have wrought changein thisindustry.

Trucking employment

Employment growth related to industrial production.
Trucking employment® generally correlates with
industrial production,” declining in recessionsand
increasing during recoveries. (Seechart 1.) The
cyclical pattern of employment in trucking thus
contrastswith that of the other private service-pro-
ducing industries. For example, employment in
the service-producing sector actually increased
during the 197375 and 19801982 recessionary
periods, whileindustrial production and trucking
employment fell. Although employment trendsin
trucking appear to have been less cyclical in the



(G ELUNM Indexes of trucking and service-producing employment, and of industrial production,

1970-96
Index Index
(Jan. 1980 = 100) (Jan. 1980 = 100)
160 160
Service-producing .t
140 - employment - 1 140
120 - -1 120
. Industrial production R
100 [~ -1 100
L Trucking employment i
80 [~ -1 80
-, \‘ P
60 ‘\H\H\HH‘H\HHHH‘HHHH\H‘\HH\HH\‘\\HHH\H‘HHHH\H‘\\H\H\H\‘\H\HH\H‘H\HH\H\‘\H\H\H\\‘HHHH\H‘HH\HHH‘\HHHHH‘HHH\\\H‘\HHHHH‘HHHH\H‘HHHH\H‘\HHH\H\‘\H\H\H\\‘H\H\HH\‘\\H\HH\\‘\HH\H\H‘HH\H\H\‘\H\HH\H‘\\\HHHH‘HHHH\H‘HH\H 60
1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996
NOTE: Shaded areas denote recessionary periods, as designated by the National Bureau of Economic Research.
Percent of employees belonging to unions in the transportation sector and in private industry,
selected years, 1975-95
Percent Percent
60 60
- B Transportation [ Total private ]
50 [~ -1 50
40 |- -1 40
30 [~ -1 30
20 [~ -1 20
10 | -1 10
0 0
1975 1978 1983 1986 1989 1992 1995

Monthly Labor Review April 1998 35




Trucking Industry

1990s, alarge portion of industry sales continuesto originate
from the manufacturing sector. Therefore, thetruckingindus-
try, while classified among the service-producing industries,
still tends to react quite strongly to changesin industrial pro-
duction, asindicated in the following tabulation of recession-
related peaks and troughs in trucking and warehousing em-
ployment (monthly data, seasonally adjusted):

Trucking employment

Recession (in thousands)
Peak Trough Peak Trough  Loss
November 1973 April 1975 1,198 1,090 108
June 1979 September 1980 1,360 1,256 104
January 1981 February 1983 1,268 1,177 91
June 1990 April 1991 1,632 1,600 32

While most job lossesin trucking are related to economic
contractions, developments between the 1980 and 198182
recessions are in need of explanation. Employment |osses
over this period may have been due to rapid restructuring in
theindustry that resulted from new legislation. (Seenext sec-
tion.) The combined recessions and industry restructuring
resulted in a net job loss of 183,000 between June of 1979,
the prerecession peak of the employment series, and Febru-
ary of 1983, the series trough following the second of the
back-to-back recessions. Employment losseswere not quickly
recovered, with theindustry taking 2 yearsto hireup to prior
employment levels.

Growth was moderate from 1985 forward. Eventhe 1990—
91 recession had only a modest impact on employment com-
pared to earlier downturns, with job losses measuring about
one-third those posted over each of the prior three recessions.
However, the subsequent recovery was slow, with almost no
employment gains occurring through 1993. The following
year was marked by especially strong growth in employment,
although increased subcontracting of trucking services from
other industries may have accounted for some of this® There-
after, payroll employment plateaued in 1995 and through 1996.

Employment and legislation. Major legislation affected the
trucking industry in the 1980s and 1990s. Industry restruc-
turing occurred beginning in 1980, when air, rail, and truck-
ing services were all deregulated to some extent. The Motor
Carrier Act (Mca) of that year allowed for interstate competi-
tioninthefor-hiretrucking industry, Standard Industrial Clas-
sification (sic) 42, which accounts for a small portion of the
Nation’ strucks, but arelatively large portion of freight move-
ment. Yet, interstate deregul ation was only the beginning of
renewed competition.

Shortly after the deregulation of interstate operations, in-
trastate regulations also weredismantled. Before Federal pre-
emption of States' authority in 1995, most States controlled
the routes, rates, and services of motor carriers within their
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borders. Continued circuitous routing of shipments and use of
empty trailers on return trips were common, both examples of
inefficiency. Deregulation of intrastate trucking first began in
Floridain 1980, followed in Maine and Arizonain 1982, and
laterinfiveother States® Then, in 1995, the Trucking Industry
Regulatory Reform Act (TIRRA) prohibited all Statesfrom regu-
lating carriers routes, rates, or services. Statesweretill dlowed
to regulate such areas as safety, financial fitness, hazardous
material movement, and vehiclesize and weight.

While the impact of deregulation is difficult to separate
from other factors, it isevident that growth in employment
(including self-employment) was stronger during the period
just prior to der egulation. At that time, thelnterstate Com-
mer ce Commi ss on (ICC) lowered restrictionsfor new entrants
to theindustry in anticipation of deregulation.

Because deregulation and recessionary economic condi-
tions coincided, it is unknown how much of thereduction in
employment between 1979 and 1983 is due to industry re-
structuring, and how much isdueto economic conditions. One
can speculate that it isabit of both. The official estimate of
total savings due to the Motor Carrier Act of 1980 is about
$10 billion annually.*® When savingsin inventory costs are
added, gains have been estimated to be 6 times that figure.*

The economic situation at thetime when the Trucking In-
dustry Regulatory Reform Act took effect bears some resem-
blance to that at the time when the Motor Carrier Act was
implemented, in that industrial production had begun to de-
cline. Therewasamarked slowdown in payroll employment
growth after TIRRA. However, when growth among the self-
employed in 1995 is factored in, there appears to be little
change in employment trend. (See next section). Neverthe-
less, increased efficiency arising from TIRRA will generate a
$43 billion savings over 5 years, according to asourcein the
logisticsindustry.®?

Trucking-related jobs.  While employment intransportation
and warehousing comprises the majority of trucking jobs, it
does not include almost 500,000 jobs among self-employed
truckers® and transportation brokers. (See table 1, which
illustrates growth between employment peaks.) Among self-
employed truckers, only those supporting trucking and ware-
housing are reflected here; these workers account for 80 per-
cent of all self-employed truckers, with the remaining jobs
supporting other industries. Most of the increase among the
self-employed occurred between 1975 and 1982, with growth
subsequently flat until 1995, when TIRRA was passed. (As
mentioned earlier, employment of self-employed truckers
picked up in 1995 when growth in the number of workerson
payrollsin thetrucking industry slowed.)

Both the self-employed and subcontracting trucking com-
paniesareinvolved in leasing arrangementswith trucking com-
panies. Insight into this contracting activity is captured inthe
Census Bureau’ sMotor Freight Transportation and Warehous-



QLI Employment in trucking and trucking-related jobs, 1983-1996
[Numbers in thousands]
1983-92 1992-95 1995-96
SIC Trucking industry segment
1983 1992 | 1995 1996 Annual Annual Annual
Change rate of | Change rate of Change rate of
growth growth growth
Total JODS ....oviiiiiiircccce 1,454 | 1,970 | 2,273| 2,343 382 29 302 5.1 70 3.1
Payroll jobs in:
42 Trucking and warehousing .............ccccceeu. 1,216 | 1,611 1,867 | 1,878 395 3.6 256 5.3 11 .6
421 Trucking and courier services ............... 1,132 | 1,484 1,721 | 1,725 353 35 237 53 4 3
422 Public warehousing and storage ........... 85 124 142 149 39 5.1 18 4.9 7 4.7
473 | Freight transportation arrangement ........... — 134 167 182 — — 33 8.1 15 9.1
42 | Self-employed truckers ..........cccceeviiiennene 238 225 239 283 -13 -6 14 2.1 44 18.4

ing Survey, which indicatesthat theleasing of driverswith equip-
ment increased by 50 percent between 1986 and 1995, averag-
ing an annual growth rate of 6 percent per year.* Leasing the
services of drivers accounted for 66 percent of purchased trans-
portation by trucking companiesin 1995 Growth among the
self-employed between 1995 and 1996 is corroborated by an
increase of 80 percent in miles driven by leased drivers.® Fur-
ther evidence of the participation of truckersinleasing arrange-
ments comes from the Current Popul ation Survey, which shows
that truckersare represented heavily among on-call workers.'”

Asinter- and intrastate deregul ation opened new routes and
introduced new suppliers, third-party transportation brokers
and freight forwardersrushed in to connect suppliersof freight
services with customers. Transportation brokers operate be-
tween the shippers who need to move goods and the (truck-
load) carriers, creating alink between thetwo. Growthinthis
industry, captured in sic 473, Freight Transportation Arrange-
ment, has been dramatic. Only 75 transportation brokerswere
licensed by theicc in 1975. Subsequently, the business grew
by leaps and bounds to approximately 6,100 brokersin 1988
and more than 8,000 by the end of 1993.2% Employment in
this industry segment rose at an annual rate of 7 percent be-
tween 1988 and 1996, more than twice asfast asjobsin truck-
ing services. Demand for brokers' serviceswas so great that
their employment increased throughout the 199091 recession,
and, unlikefor-hiretrucking, brokers have posted accelerated
job growth since the passage of TIRRA.

These trucking-related job gains have come on top of the
already significant job gains evident in the for-hire industry.
The new jobs contribute to amore flexible and dynamic truck-
ing operation. Next, we review changesin pay and working
conditions for persons employed in trucking services.

Hours and earnings

The transportation sector is more heavily unionized than pri-
vateindustry asawhole, but itstrendsin unionization are simi-
lar. (Seechart 2.2°) Union membership was even more preva

lent in the trucking industry than in the rest of transportation
prior to deregulation, according to unpublished datafrom the
Current Population Survey. Sixty-two percent of for-hiretruck-
erswere unionized in 1973; thisfell by half to 30 percent by
1984.2 |n 1996, 23 percent of truckers were unionized.?
National bargaining by the International Brotherhood of
Teamsters facilitated widespread divergences between union
and nonunion labor rates, with the widest occurring among the
more heavily unionized operations. With the onset of price
competition, nonunion carriers easily won business on the ba-
sisof lower labor costs,? causing union representation in the
trucking industry to decline sharply. Inresponse, unions ap-
pear to beincreasing operational flexibility in recent contracts,
especialy inthe 1994 National Master Freight Agreement.

Earnings. Althoughwagelevelsarehigher intrucking than
in the total private economy (chart 3), real earningsin truck-
ing have declined more rapidly since the early 1970s. The
more severe reductionsin wages have occurred among union-
ized employees. Union rea wagesfor truckersaveraged $12.45
(1985 = 100) during the 1973-78 period, and $11.15 during
the 1979-85 period, according to Current Population Survey
data.* Nonunion truckers' rea wages changed very little be-
tween the two periods, suggesting that the wage premium for
union truckers was declining. One estimate® yields a pre-
mium of 49 percent before deregulation and 26.5 percent af -
terwards, while another® yields a similar 48-percent union
wage premium prior to deregul ation and 30 percent thereafter.
Other measures also point to dramatic reductions in union
wages rel ative to nonunion wages.?

Whilethese studiesview the premium interms of an hourly
wage, adeclinein nonunion hours mitigatesthe differencein
weekly earnings. Paid hours of work by both union and non-
union laborersfell over the 1973-85 period, but evidence sug-
gests that nonunion drivers experienced a greater drop in
hours,? resulting in only amodest declinein the union weekly
earningspremium.

The dramatic drop in weekly pay may partly have been are-
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sult of achange in compensation plans as unionization waned,
rather than achangein average milesdriven. While union con-
tracts more often guaranteed covered workers pay for their time,
nonunion competitors often pay employees on other bases, such
as mileage or freight, or some other contingent measure® For
these drivers, increases in hours do not increase pay when they
arestalledintraffic. Carriersthus have shifted the burden of un-
foreseeable delays onto the truckers, who may then earn less per
hour on the road. Moreover, real employee compensation per
milefell by an average of 44 percent between 1977 and 1987.%
This demonstrates that drivers are bearing more of the cost of
delays, that labor is being outsourced,® that labor efficiency is
increasing, or acombination thereof.

Workload statistics. Traffic measures imply an increasing
workload for most trucking employees. For example, the av-
erage length of haul for interstate freight increased dramati-
cally between 1975 and 1985,% as trucking firms expanded
their geographic coverage. (See chart 4.) Increased average
haulsare normally associated with moretime away from home,
because most hauls are delivered by one operator (although
thisisnot dwaysthecase).* Growth of intrastate freight and
increasing “just-in-time’** demands may have caused trip
lengthsto declinefor intercity movements,® although overall
lengths of hauls haveincreased.*

High labor turnover.  Increasing workloads and |ess-attrac-
tive pay have contributed to an extremely high driver turnover
rate. Recent labor turnover statistics show that withinthelarge
truckload sector, labor turnover ranges between 80 and 100
percent ayear; smaller carriersin thetruckload sector experi-
ence turnover in the 60- to 80-percent range.*” In the less-
than-truckload® sector, which is generally better paid, turn-
over iscloser to 15 percent.*® One study cal culated a 38-per-
cent turnover rate for both types of carriers combined, com-
pared with only 12 percent in manufacturing.®® The high turn-
over rateintruckingisindicative of an occupationthat isrela-
tively easy to enter (highly labor-elastic), but difficult to per-
form over an extended period. For companies, high turnover
resultsin agreater share of resources devoted to recruitment.
Companies are beginning to experiment with wage increases
in an effort to reduce these turnover costs.

Safety issues. Driver exhaustion and poor working condi-
tionsamong truckdriversare of concern, asthe safety of trucks
on the Nation’ shighways affectsusall. Whiletruck fatalities
on highwaysincreased following deregul ation, the number of
new trucks outpaced additional deaths. Between 1975 and
1990, fatality rates for combination-trucks* declined by 59
percent, compared to 40 percent for all highway vehicles.®
Several initiatives have improved safety in the interim, such
asthe commercial driver license program mandated by Con-
gressin 1986. Highway fatalities attributable to heavy trucks

are now lower than they were before 1980, despite tremendous
growth in numbers of trucks and highway congestion. #

Other industry developments

Asindicated earlier, trucking companies have been aggressive
in pursuing strategies that yield cost reductions or increased
efficiency. Carriersarefaced with the same demandsthat trans-
portation buyersface: better and faster service, specific deliv-
ery and pickup times, and better tracking and tracing of ship-
ments. For shippers, predictable service sometimes is more
important than the cost of goods movement, depending on
whether the production scheduleis“just-in-time’ or not. Ship-
pers of high-valued products such as computers, electronics,
medical products, and auto parts are especialy likely to de-
mand fast, reliable delivery. If market demand can change
suddenly, asit doesin computer markets, products have shorter
“lifespans’ and must be turned around quickly. Whatever the
case, transportation companies have responded by focusing
on better management of time and assetsin the delivery pro-
cess, astrategy that relies on new technologies and lessinter-
mediate handling of goodsin transport.

Just-in-time delivery. Customers began to demand quicker
and more flexible service from the transportation network as
they switched to just-in-time processes. In 1990, 18 percent
of production was just-in-time, compared with 28 percent in
1995,% and inventory-sales ratios declined sharply over that
5-year period. Further improvementsininventory systemsare
expected to reduce the time that warehousestaketo fill orders
by 15 to 20 percent over the next 5 years, and to cut transit
times by 5 to 10 percent.®® As world trade grows and the
business environment becomes even more sophisticated, de-
mands for efficiency will continue to increase.

Many new technol ogies have come into play in the search
for quicker and better distribution methods. For example,
electronic data interchange, new vehicle location detection
systems, and voice and datacommunication services” all are
improving the logistical management of the trucking opera-
tion. Innovationsin mobile communication systems have en-
abled companiesto monitor such statistics as mileagetraveled
on a specific vehicle, fuel efficiency, best fueling locations,
and vehiclelocation and speeds, aswell asother data® Com-
panies can better utilizetheir equipment when they can quickly
reschedule or combine existing delivery pickups, vastly im-
proving their ability to manageinventory. Transportation bro-
kers and third-party providers lower the cost of goods move-
ment by filling empty return haulsand increasing freight vol-
ume per miletraveled.

More capital-intensive operations. The capital-to-labor ra-
tio increased for the trucking industry in recent decades, due
in part to the use of larger and morefuel-efficient trucks. This,
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inturn, contributed to a 20-percent increase in the average ton-
nage of freight hauled between 1975 and 1995 Asaresult,
companies were able to spread variable costs over larger vol-
umes of freight. Whilethefuel efficiency of the Nation's motor
vehiclesingeneral hasincreased, themovetowardslarger trucks
partially reduced the gains but economized firms' use of labor.
Any increased fuel efficiency in freight transportation also has
been mitigated by the movement of freight from dow-moving
modes (rail) to faster moving ones (air and truck).>

Likeincreasing vehicle size, the growing use of contai ner-
ization in the intermodal industry also has helped firms to
saveon labor costs. Intermodal firmslink different modes of
transportation, often truck and rail or truck and air, for ulti-
mate delivery to the customer. Providing a seamless flow of
goods from the Nation’ s portsto railroads and highways, the
intermodal delivery system has been supported through pro-
visions of the Intermodal Surface Transportation Efficiency
Act of 1991, which providesfunding for intermodal projects.
Between 1988 and 1995, the average annual rate of growthin
thisindustry component was 6 percent.*

Containerization refersto movement of commoditiesinlarge
containersor trailersrather than assmaller units, representing a
shift to more capital -intensive operations. Use of containersre-
duces handling costs, costs of damage or theft, and very impor-
tantly, timerequired to transfer cargo. Because commoditiesare
inbulky containers, cargoismoved by craneor forklift, aproce-
dure requiring less manual labor than the handling of smaller
packages. Formsof containerizationtook holdintheearly 1980s
in both rail-truck transport and truck-water transport,® and have
continued to become more widespread.

Footnotes

The widening market. Competition is taking place across
traditional modes of transport. Infact, in 1996 several major
playersin the trucking industry were reclassified into the air
courier industry, dueto ashift over timein their primary prod-
uct. Because the decision to move freight has become afunc-
tion of cost and time rather than regulation, traditional market
definitions (and concentration levels) no longer apply, and
this has resulted in a*“market” that encompasses every pos-
sible mode of transport.

IN RESPONSE TO DEREGULATION and the intense competition that
followed, the trucking industry has changed the quality and
types of services it renders By most accounts, the resulting
reductionsin cost have been passed on to consumers. Today,
trucking services are more responsiveto our increasingly dy-
namic and complex economic environment, incorporating im-
provementsin technology that have pervaded all industries.
Competition hasresulted in increasing capital intensity in
the industry, as firms strive to reduce average variable costs
per load. Firms often are coupling with other transportation
sectorsto minimizethe cost for specific delivery requirements
by combining the efficiencies of different modes of transport.
Increased competition also has led companies to change the
character of compensation plansfor their workers, replacing
those based on time with plans based on output. Over the
years, wage premiums for unionized truckers have been bid
down, and union representation has fallen dramatically. In-
creasing workloads and less attractive pay have led to high
labor turnover and persistent driver shortages. ]
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