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February 17) 1988

The Honorable Frank Sawver
Ohio House of Representatives
State Capitol
Columbus, Ohio 43215

Dear Representative Sawyer:

The stnff of the· Federal Trade Commission1 is pleased to respond to your
request for comments on Ohio House Bill 658. This bill, if enacted) would
repeal the Public Utilities Commission's authority to set contract carrier motor
freight rates. It also would facilitate new entry into the industry while
maintaining a standard that all entrants must be "fit, willing and able" to serve
the shipping public. Under House Bill 658, highway contract carriers would be
allowea to charge any rate they choose, but would be required to maintain safe
and solvent operations.

This bill is a significant step toward bringing to consumers the bc?~fits of
price competition in Ohio's contract motor freight industry. In addItIOn, by
requiring that applicants for operating authority demonstrate familiarity with
the Utihties Commission's safety rules, HB 658 directly addresses the issue of
safety and serves the state)s interest in protecting the health and welfa.re of
its citizens.

1 These comments represent the views of the Cleveland Regional Office and
the Bureaus of Competition) Consumer Protection, and Economics of the
Federal Trade Commission, and do not necessarily represent the views of the
Commission itself or any individual Commissioner. The Commission has,
however, voted to authorize the staff to submit these comments .to you.
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"destructlve competition." Destructive competition mBy occur in industries
characterized by declinin~ demand, sunk costs, and a high ratio of fixed to
total. costs. These conditions are likely to create excess capacity end
co~slderable pressure to cut prices. If price competition occurs, however.
pnces may persist below the total cost of providing services because the sunk
nature of costs makes exit difficult Firms facing chronic losses may, as a
result, try to reduce costs by skimping on service, to the· detriment of
customers,

Conditions conducive for destructive competitIOn are not likely to exist in (.
the Ohio trucking industry. Fixed costs comprise only a small percentage of
total COSTS, which include such variable cost!; as labor and fuel expenses.
Trucks also arebelow 1170(in)Tj
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deregulation increased the numoer of carrier!> in the rn8r~ct. ~ccorciJng t.o one
survey. almost all shippers and most of the truckeff> wlth prlOr authonty 10
carn these. products believed that trucking rates had decrcascd, None of the
groups surveyed believed that general rete levels had increased as a result of
dcrcgula tion.

Consumer benefits of the type associated with derefulation at the state
level have also been realized at the national levcl. Under partial federal
deregulation, thewlth06 583.68 Tm
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