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ABSTRACT 

Congress passed l e g i s l a t i o n  l a t e  i n  1982 t h a t  i s  expected t o  have a  s i g n i f -  

i c a n t  e f f e c t  on the  annual n e t  ea rn ings  of independent t r u c k e r s .  About 90 

percent  of f r e s h  produce, most used household goods, and from one-third t o  one- 

h a l f  of a l l  f a b r i c a t e d  s t e e l  and o the r  commodities t r anspor t ed  by t r u c k  a r e  

hauled by independent t r u c k e r s .  

The l e g i s l a t i o n  r a i s e d  the  Federal  f u e l  t a x  by 5 c e n t s  per  g a l l o n  and s ig-  

n i f i c a n t l y  r a i s e d  a  highway use t a x  t h a t  i s  based on t h e  weight of t h e  veh ic l e .  

The l e g i s l a t i o n  a l s o  allowed t rucke r s  t o  use two t r a i l e r s ,  longer  and wider 

v e h i c l e s ,  and c a r r y  h e a v i e r  loads .  

This  CRS r e p o r t  d i s c u s s e s  these  1982 changes i n  Federa l  l e g i s l a t i o n .  It 

a l s o  con ta ins  an e s t i m a t e  of t he  upper and lower bound of t h e  impact t h a t  t hese  

changes could have on t h e  annual n e t  ea rn ings  of independent t r u c k e r s .  
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INTRODUCTION 

The Purpose of This  Report 

Congress passed l e g i s l a t i o n  i n  1982 t h a t  r a i s e s  some highway-related t a x e s  

and r e p e a l s  o t h e r s ,  as  wel l  as  a l lowing longer ,  wider and heav ie r  t r u c k s ,  and 

use of two t r a i l e r s .  The t a x  changes a r e  expected t o  reduce the  ea rn ings  of 

some independent t r u c k e r s ,  while  t h e  increased  o p p o r t u n i t i e s  f o r  improved pro- 

d u c t i v i t y  a r e  expected t o  r a i s e  t h e  ea rn ings  of o t h e r  independent t r u c k e r s .  

This  CRS r e p o r t  d i s c u s s e s  t h e s e  changes i n  Federal  l e g i s l a t i o n  and e s t ima te s  

an upper and lower bound f o r  t he  p o s s i b l e  impact of t h e s e  changes on the  earn- 

ings of independent t r u c k e r s  i n  1983 and 1990. 

The r e p o r t  begins with a b r i e f  d e s c r i p t i o n  of independent t r u c k e r s .  

S p e c i f i c  t a x  p rov i s ions  and t h e i r  l i k e l y  impact on earn ings  a r e  d iscussed  nex t .  

S p e c i f i c  p rov i s ions  which w i l l  improve t h e  p r o d u c t i v i t y  of t ruck ing  f o r  many 

independent t r u c k e r s ,  and t h e  l i k e l y  impact of t hese  changes on ea rn ings ,  a r e  

then  d iscussed .  F i n a l l y ,  t a x  and p r o d u c t i v i t y  e f f e c t s  on the  annual ne t  earn- 

ings of independent t r u c k e r s  a r e  summarized i n  Table 15 on page 28 f o r  easy  

r e fe rence .  

It needs t o  be emphasized t h a t  not a l l  of t h e  t a x  o r  p r o d u c t i v i t y  changes 

w i l l  occur immediately. Furthermore, some independent t r u c k e r s  w i l l  be a b l e  

t o  pass  along some o r  a l l  of t h e  t a x  inc reases .  S i m i l a r l y ,  some independent 

t r u c k e r s  w i l l  a t t a i n  t h e  maximum p r o d u c t i v i t y  i n c r e a s e s ,  but  o t h e r s  w i l l  be 

a b l e  t o  a t t a i n  only  a few o r  none a t  a l l .  



Independent Truckers  

Independent t r u c k e r s ,  a l s o  known a s  "owner-operators," "independent 

d r i v e r s , "  o r  s imply " independents ,"  1/ a r e  i n d i v i d u a l s  who own and o p e r a t e  a  - 
highway motor v e h i c l e ,  o f t e n  on ly  one t r u c k  t r a c t o r ,  and who do no t  have 

o p e r a t i n g  a u t h o r i t y  from t h e  I n t e r s t a t e  Commerce Commission (ICC). - 2/ Some- 

t i m e s  an independent t r u c k e r  w i l l  own s e v e r a l  t r ucks .  In t h e  1982 t a x  l e g i s l a -  

t i o n  d i s cus sed  i n  t h i s  CRS r e p o r t ,  a  "small  owner ope ra to r "  means any person 

who owns and o p e r a t e s  no more than f i v e  highway motor v e h i c l e s .  

Because t hey  do n o t  have I C C  ope ra t i ng  a u t h o r i t y ,  owner-operators must: 

( 1 )  t r a n s p o r t  ICC-exempt t r a f f i c ;  ( 2 )  be i n  t h e  v e h i c l e  whi le  hau l ing  ICC- 

r e g u l a t e d  commodities; ( 3 )  work f o r  someone who does have I C C  o p e r a t i n g  au thor -  

i t y ;  o r  ( 4 )  do a  combination of t he se .  Es t imates  of t h e  number of owner- 

o p e r a t o r s  va ry  from 90,000 t o  300,000, but  t h e  number most o f t e n  used i s  

100,000. The a c t u a l  number of owner-operators i n  t he  market v a r i e s  wi th  market 

c o n d i t i o n s  and t h e  gene ra l  h e a l t h  of  t h e  economy. Independent t r u c k e r s  a r e  

h e a v i l y  engaged i n  t h e  t r a n s p o r t a t i o n  of food, s t e e l ,  and household goods. 

They a l s o  hau l  from one-third t o  one-half of  a l l  t h e  f r e i g h t  shipped by ICC-  

r e g u l a t e d  c a r r i e r s ,  working under a  v a r i e t y  of agreements with ICC-regulated 

t r u c k e r s .  These arrangements commonly a r e  r e f e r r e d  t o  a s  " t r i p  l e a s e , "  "long- 

term l e a s e , "  "being under c o n t r a c t , "  o r  "being under l ea se"  t o  a  r e g u l a t e d  

1/ Some of t h e i r  d e t r a c t o r s  c a l l  them "gypsies." - 
21 A d i s c u s s i o n  of I C C  o p e r a t i n g  a u t h o r i t y  and independent t ruck ing  i s  

contaTned i n  U.S. L ib ra ry  of Congress. Congressional  Research Se rv i ce .  
Trucking Regula t ions :  A Brief  Overview. Typed Report ,  by Stephen J Thompson, 
J u l y  24, 1979. Washington, D . C . ,  1979. 8  p. 



t r u c k e r .  The a c t u a l  terms of  t h e s e  agreements va ry  cons ide rab ly ,  b u t  they 

o f t e n  c a l l  f o r  t he  independent t r u c k e r  t o  be paid a percentage  of t h e  revenue 

rece ived  by the  ICC-regulated t rucke r .  I n  a d d i t i o n ,  a s  d i scussed  l a t e r  i n  

t h i s  CRS r e p o r t ,  independent t rucke r s  working f o r  ICC-regulated c a r r i e r s  a l s o  

a r e  e n t i t l e d  t o  r e c e i v e  s e p a r a t e  compensation f o r  h ighe r  f u e l  expenses.  The 

amount of compensation is determined by the  I C C  and is o f t e n  r e f e r r e d  t o  a s  a 

" fue l  surcharge" o r  " fue l -pr ice  pass-through." 





TAX CHANGES 

The t a x  i n c r e a s e s ,  and t axes  t h a t  were repea led ,  a r e  d iscussed  i n  t h e  next  

t h r e e  subsec t ions .  A s  w i l l  be noted t h e r e ,  the  most s i g n i f i c a n t  t a x  i n c r e a s e s  

on heavy t rucks  i n  f u t u r e  yea r s ,  based on c u r r e n t  r a t e s ,  w i l l  be the  h igher  f u e l  

t a x  and t h e  h ighe r  use f e e  t h a t  is  based on the  weight of the  vehic le .  The 

t axes  t h a t  were repea led  a r e  q u i t e  small compared t o  t h e s e  two t a x  inc reases .  

S p e c i f i c  Tax Changes i n  1982 

The Sur face  T r a n s p o r t a t i o n  Ass i s t ance  Act of 1982, H.R. 6211, P u b l i c  Law 

97-424, w a s  s igned by P r e s i d e n t  Reagan on January  6 ,  1983. (The Act is r e f e r r e d  

t o  i n  t h i s  CRS r e p o r t  a s  " the  1982 Act" o r  simply "STA". The term "1982 l e g i s -  

l a t i o n "  r e f e r s  t o  t h i s  Act p lus  a n  Act d i scussed  below which al lows wider  

t rucks . )  T i t l e  5 of t h e  1982 Act ,  known a s  t he  Highway Revenue Act of 1982, 

changes some t axes  on t rucking .  These changes a r e  d iscussed  i n  t h i s  subsec t ion  

and summarized i n  t h e  next  subsec t ion .  

1. Motor f u e l  t a x e s .  P r i o r  t o  t he  Highway Revenue Act of 1982, Fede ra l  

l a w  r equ i r ed  manufacturers  t o  pay an e x c i s e  t a x  of 4 cen t s  per  g a l l o n  on t h e  

g a s o l i n e  they so ld .  R e t a i l e r s  were r equ i r ed  t o  pay an e x c i s e  t a x  of 4 c e n t s  

per  g a l l o n  on a l l  d i e s e l  f u e l  so ld  f o r  use i n  a highway veh ic l e .  Those t axes  

were scheduled t o  d e c l i n e  t o  1 112 c e n t s  per  g a l l o n  on October 1, 1984. The 

1982 Act i n c r e a s e s  t he  t a x  on g a s o l i n e  and d i e s e l  f u e l  by 5 c e n t s  per  g a l l o n  

(from 4 c e n t s  under p r i o r  law, t o  9 c e n t s  under t he  1982 Act)  beginning A p r i l  1, 

1983. 21 

31 The 1982 Act r a i s e s  t h e  exemption on gasohol beginning A p r i l  1, 1983, 
from c e n t s  per  g a l l o n  t o  5 c e n t s  per  ga l lon .  The exemption remains i n  e f f e c t  

(cont inued)  



2.a .  Excise  t a x e s  on t r u c k s ,  t r u c k  t r a c t o r s ,  t r a i l e r s  and s e m i t r a i l e r s .  

Changes i n  t h e  a p p l i c a b l e  e x c i s e  t axes  a r e  o u t l i n e d  i n  Table 1. The most 

prominent changes a r e  a  t ax  i nc rease  of 2  percent  on these  i t ems ,  and an 

i nc rease  i n  t h e  weight of  t r u c k  t r a i l e r s  and s e m i t r a i l e r s  t h a t  a r e  exempt from 

the  t ax .  

2.b. Exc ise  t a x e s  on p a r t s  and a c c e s s o r i e s  f o r  t r u c k s ,  t r u c k  t r a c t o r s  

and t r u c k  t r a i l e r s .  Before t h e  1982 Act ,  an 8 percent  t a x  was l e v i e d  on 

manufacturers  a t  t he  t i m e  of s a l e ,  i f  t h e  p a r t  o r  accessory  was t o  be used on a  

v e h i c l e  weighing more t han  10,000 pounds.  ires and inne r  tubes  were exempt 

from t h i s  t a x .  The 1982 Act removed t h i s  e x c i s e  t a x  e f f e c t i v e  January  7, 1983. 

3 .  Use t a x  on heavy v e h i c l e s .  P r i o r  t o  t h e  1982 Act ,  an e x c i s e  t a x  was 

l e v i e d  

on the  use on the  pub l i c  highways of any highway motor v e h i c l e  which 
( t o g e t h e r  wi th  s e m i t r a i l e r s  and t r a i l e r s  cus tomar i ly  used i n  connec t ion  
with highway motor v e h i c l e s  of t he  same type a s  t he  v e h i c l e )  . . . [had] a  
t a x a b l e  g r o s s  weight  o f  more than 26,000 pounds. The r a t e  o f  t a x  ... 
[was] $3 per  year  f o r  each 1,000 pounds o r  f r a c t i o n  t h e r e o f .  

The t a x a b l e  per iod f o r  t h e  use t a x  ... [was] g e n e r a l l y  t h e  one-year 
per iod beginning on J u l y  1. - 41 

The t a x  was scheduled t o  e x p i r e  on October 1, 1984. 

The 1982 Act c o n t a i n s  a  schedule  of use t a x e s ,  shown i n  Tables  2  and 3. 

The t a x  i s  gradua ted  accord ing  t o  t h e  g ros s  weight of  t h e  v e h i c l e  and w i l l  be 

(cont inued)  through December 31,  1992. In  o t h e r  words, t h e r e  has  been no t a x  
on gasohol ;  b u t ,  beginning A p r i l  1, 1983, gasohol  w i l l  be s u b j e c t  t o  a  t a x  of  
4 cen t s  per g a l l o n  while  g a s o l i n e  and d i e s e l  f u e l  w i l l  be s u b j e c t  t o  a  t a x  of 
9  c e n t s  per g a l l o n .  

41 U.S. Congress.  House. Committee on Conference. Surface Transpor- 
t a t i o n  Ass i s t ance  Act of  1982. Conference r e p o r t  t o  accompany H.R.  6211. 97th 
Congress, 2nd s e s s i o n ,  1982. Washington, D . C . ,  U.S. Govt. P r i n t .  Of f . ,  1982. 
House Report No. 97-987. 210 p.  See pp. 181-182. 
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TABLE 1. Exc i se  Taxes on t h e  S a l e  of Trucks, Truck T r a c t o r s ,  T r a i l e r s  
and S e m i t r a i l e r s ,  Beginning A p r i l  1, 1983 - 11 

Truck T r a i l e r s  
Date - Trucks and S e m i t r a i l e r s  Truck t r a c t o r s  

P r i o r  10 percent  t a x  on 10 percent  t a x  on 10 percent  t a x  
t o  mfgr. a t  t i m e  of mfgr. a t  time of on mfgr. a t  
1982 s a l e ,  i f  useable  s a l e ,  i f  useable  time of s a l e  
Act / on a v e h i c l e  i n  on a v e h i c l e  i n  

excess  of 10,000 excess  of 10,000 
pounds pounds 

A f t e r  12 percent  t a x  on 12  percent  t a x  on 12 percent  t a x  
the  r e t a i l e r s  a t  t i m e  r e t a i l e r s  a t  time on r e t a i l e r  a t  
1982 of s a l e ,  i f  useable  of s a l e ,  i f  useable  t i m e  of sale 
Act - 3 1  4/ on v e h i c l e  i n  excess  on v e h i c l e  i n  excess  

of 33,000 pounds of 26,000 pounds 

11 The s t a t u t e  and conference r e p o r t  r e f e r  t o  c h a s s i s  and bodies  when 
d i scuss ing  t r u c k s ,  t ruck  t r a c t o r s ,  t ruck  t r a i l e r s  and t ruck  s e m i t r a i l e r s .  The 
po in t  t o  remember i s  t h a t  each of t hese  p ieces  of equipment is comprised of a 
c h a s s i s  and a body. The c h a s s i s  is t h e  lower p a r t ,  inc luding  the  frame and 
a x l e s .  The body i s  t h e  p a r t  above the  c h a s s i s .  One reason f o r  mentioning both 
c h a s s i s  and body i s  t h a t  they  sometimes a r e  b u i l t  s e p a r a t e l y  and a t t ached  l a t e r ,  
and t h e  t a x  a p p l i e s  t o  t h e  s e p a r a t e  p a r t s ,  r a t h e r  than  applying i n  only  those  
i n s t a n c e s  when t h e  c h a s s i s  and body a r e  cons t ruc t ed  and a t t ached  toge the r  a t  t h e  
same t i m e .  

Vehic les  d r iven  l e s s  than  5,000 m i l e s  per  year  on Federal-aid highways 
cont inue  t o  be exempt from t h i s  e x c i s e  t a x ,  r e g a r d l e s s  of t h e i r  s i z e .  

21 C e r t a i n  s p e c i f i e d  a r t i c l e s  were exempt. The r a t e  of t a x  was scheduled 
t o  dey l ine  t o  5 percent  on October 1, 1984. 

31 Between .January 7 ,  1983, and A p r i l  1, 1983, t he  10 percent  t a x  on 
manufacturers  a p p l i e s  only t o  t rucks  over 33,000 pounds gross  v e h i c l e  weight 
(GVW) and t r a i l e r s  over 26,000 pounds GVW. 

4 /  C e r t a i n  s p e c i f i e d  a r t i c l e s  cont inue  t o  be exempt. I n  a d d i t i o n ,  t h e  
1982 Act exempts t r a i l e r s  and vans ( o t h e r  than  piggyback equipment) which a r e  
designed f o r  use  both a s  a highway v e h i c l e  and a r a i l r o a d  car .  The new r a t e  
i s  scheduled t o  remain i n  e f f e c t  u n t i l  September 30, 1988. 

Source: U.S. Congress. House. Committee on Conference. Sur face  Trans- 
p o r t a t i o n  Ass i s t ance  A c t  of 1982. Conference r e p o r t  t o  accompany H.R.  6211. 
97th Congress,  2nd s e s s i o n ,  1982. Washington, D.C. ,  U.S. Govt. P r i n t .  Off . ,  
1982. House Report  No. 97-987. pp. 81-84. 



TABLE 2. Use Tax on Heavy Vehic les  Beginning J u l y  1, 1985, 
f o r  F l e e t s  of F ive  Vehic les  o r  Less  11 

Gross weight  of v e h i c l e  Tax 

More t han  But less than  

33,000 pounds - 21 ... 55,000 pounds 

55,000 pounds . . . . . . 80,000 pounds 

$50 per  y e a r ,  p lu s  $25 f o r  each 
1,000 pounds o r  f r a c t i o n  thereof  
i n  excess  of 33,000 pounds 

$600 per yea r ,  p lus  t h e  rate shown 
i n  Table  3 f o r  each 1,000 pounds 
o r  f r a c t i o n  thereof  i n  excess  of 
55,000 pounds 

80,000 pounds 3-1 The maximum amount shown i n  Table  3 

11 Truck f l e e t s  of more than f i v e  v e h i c l e s  fo l l ow  t h i s  schedule  beginning 
one year  e a r l i e r .  

21 Veh ic l e s  weighing less than  33,000 pounds a r e  exempt from t h e  use tax .  - 

3/  80,000 pounds is the  maximum v e h i c l e  weight allowed on t h e  I n t e r s t a t e  
~ i ~ h w g ~  System and primary acces s  roads.  Some S t a t e s  have allowed heav ie r  
v e h i c l e s  on t h e  I n t e r s t a t e  Highway System. Sec t ion  133 of t h e  STA r e t a i n s  t h i s  
g r and fa the r  p r o v i s i o n  f o r  heav ie r  t r u c k s  i n  those  S t a t e s .  Also, on some S t a t e  
roads ,  t h e r e  is a h igher  maximum weight l i m i t .  

Source: House Report No. 97-987, p. 183. 

TABLE 3. The App l i cab l e  Rate  and Maximum Amount Rela ted  t o  Table  2 

For  t h e  yea r  beginning J u l y  1 
Applicable  Maximum 

1 t o  5 v e h i c l e s  More t han  5 v e h i c l e s  Rate  Amount 

1985 1984 $40 
1986 1985 40 
1987 1986 4 4 
1988 1987 48 
1989 and t h e r e a f t e r  1988 and t h e r e a f t e r  5 2 

Source: House Report No. 97-987, pp. 88, 183. 



phased i n  over a per iod  of f i v e  y e a r s ,  beginning wi th  the  year  t h a t  ends June  

30, 1986. However, t h e  l a r g e s t  one-year h i k e ,  from $240 per  year  t o  $1,600 per 

yea r ,  occurs  i n  t h a t  f i r s t  year  ending June  30,  1986. It occurs  one yea r  

e a r l i e r  f o r  f l e e t s  of more than  f i v e  highway motor veh ic l e s .  

4.a. Tax on t i r e s .  P r i o r  t o  t he  1982 A c t ,  t h e r e  was an e x c i s e  t a x  on 

manufac turers ,  producers  o r  impor te rs  a t  t he  time of s a l e  a s  shown i n  Table 4. 

The 1982 A c t  r e p e a l s  t h e  t a x  on t i r e s  f o r  non-highway use and the  t a x  on 

laminated tires, e f f e c t i v e  on January  1, 1984. The 1982 Act graduated the  t a x  

on t i r e s  f o r  highway use ,  e f f e c t i v e  on January 1, 1984, a s  shown i n  Table 5.  

A s  computed from Tables  4 and 5 ,  t h e  t a x  on a t i r e  weight ing 100 pounds w i l l  

r i s e  from $9.75 be fo re  t he  1982 Act t o  $15.50 a f t e r  January 1, 1984. This  i s  

a n  i n c r e a s e  of $5.75 pe r  t i r e .  It a l s o  i s  an  i n c r e a s e  of 59 pe rcen t ,  bu t  a s  

mentioned l a t e r  i n  t h i s  r e p o r t ,  t he  t a x  on t i r e s  is not of much concern t o  

independent t r u c k e r s  because i t  does not  s i g n i f i c a n t l y  i nc rease  t h e i r  t axes  -- 
compared t o  t he  f u e l  t a x  and the  t a x  based on the  weight of t he  veh ic l e .  

4.b. Tax on t r e a d  rubber  repea led .  P r i o r  t o  t h e  1982 Act ,  t h e r e  was an 

e x c i s e  t a x  of 5 c e n t s  per  pound l e v i e d  on the  manufacturer ,  producer ,  o r  impor te r  

of t r e a d  rubber  f o r  use  i n  recapping o r  r e t r e a d i n g  t i r e s  of t he  type used on 

highways. The t a x  w a s  scheduled t o  e x p i r e  on October 1, 1984. The 1982 Act 

repea led  t h e  t a x  on t r e a d  rubber ,  e f f e c t i v e  on January  1, 1984. 

4.12. Tax on i n n e r  tubes  repealed.  P r i o r  t o  t he  1982 Act,  t h e r e  was an 

e x c i s e  t a x  l e v i e d  on t h e  manufacturer ,  producer o r  importer  of i nne r  tubes f o r  

t i r e s .  The t a x  was 10 cen t s  per pound and was scheduled t o  d e c l i n e  t o  9 c e n t s  

per  pound on October 1, 1984. The 1982 Act repea led  t h e  e x c i s e  t a x  on inne r  

t ubes ,  e f f e c t i v e  on January 1, 1984. 

5. Tax on l u b r i c a t i n g  o i l .  P r i o r  t o  t he  1982 Act ,  t he re  was a t a x  of 6 

cen t s  per  g a l l o n  on l u b r i c a t i n g  o i l .  The t a x  w a s  l e v i e d  on the  manufacturer  o r  



TABLE 4. Tax on T i r e s  P r i o r  t o  t he  1982 Act 

Type of use  Tax 

T i r e s  f o r  highway use 9.75 c e n t s  per  pound 
T i r e s  f o r  non-highway use 4.875 c e n t s  per  pound 
Laminated tires ( f o r  non-highway use)  1.0 c e n t  per  pound 

11 The tax on t i r e s  f o r  highway v e h i c l e s  was scheduled t o  dec rease  t o  
4.875-cents pe r  pound beginning October 1, 1984. 

Source: House Report  No. 97-987, p. 184,  

TABLE 5. Tax on T i r e s  Beginning January  1, 1984 

Weight of t i r e  Tax 

More t han  But n o t  more t han  

40 pounds . . . . . . . . no t a x  
40 70 . . . . . . . . 15 c e n t s  per  l b ,  over  40 l b s .  
7 0 9 0 . . $4.50 p lus  30 c e n t s  per  l b .  over  70 l b s .  
90 pounds . . . . . . . . $10.50 p l u s  50 c e n t s  per l b .  over  90 l b s .  

Source: House Report  No. 97-987, pp. 8 9 ,  184. 

Note: There i s  a n  i ncons i s t ency  between the  language of t h e  A c t  a s  p r i n t e d  
i n  t h e  Conference Report ,  and the  exp lana t ion  of t h e  Ace i n  t he  same r e p o r t .  
Th i s  t a b l e  fo l lows  t h e  language of t h e  A c t  r a t h e r  than t h e  language of t h e  
explana t ion .  



producer of t h e  o i l .  The 1982 Act repea led  the  e x c i s e  t a x  on l u b r i c a t i n g  o i l ,  

e f f e c t i v e  on t h e  d a t e  of enactment. 

Summary of t h e  1982 Tax Changes 

The changes i n  Federa l  t a x a t i o n  of t ruck ing  j u s t  d i scussed  a r e  summarized 

i n  Table  6 .  The two most prominent t a x  i n c r e a s e s  on heavy v e h i c l e s  appear t o  

be t h e  5 c e n t s  per  g a l l o n  i n c r e a s e  i n  f u e l  t ax ,  e f f e c t i v e  beginning A p r i l  1, 

1983, and t h e  much h ighe r  t a x  based on the  weight of t he  v e h i c l e ,  which rises 

i n  phases from t h e  c u r r e n t  r a t e  of $240 per  year  t o  a maximum annual r a t e  of 

$1,900 f o r  t h e  year  ending June 30,  1990. The e f f e c t  on annual  n e t  ea rn ings  

of independent t r u c k e r s  r e s u l t i n g  from these  two t a x  i n c r e a s e s  probably w i l l  be 

much g r e a t e r  than  t h e  e f f e c t  from a l l  t he  t axes  t h a t  were repealed.  

The importance of the  va r ious  t a x  changes on the  annual  ne t  ea rn ings  of 

independent t r u c k e r s  i s  d iscussed  i n  t he  next  subsec t ion  of t h i s  CRS r e p o r t .  

Est imated E f f e c t  of t h e  1982 Tax Changes 
on Annual Net Earnings - 5 1  

1. "Fuel surcharge" pa id  t o  independent t rucke r s .  Under c u r r e n t  I C C  regula-  

t i o n s ,  owner-operators t r a n s p o r t i n g  commodities under an agreement wi th  an  I C C -  

r egu la t ed  t r u c k e r  must be compensated s p e c i f i c a l l y  f o r  higher  f u e l  p r i c e s  i n  

a d d i t i o n  t o  t h e  agreed-upon payment f o r  haul ing  t h e  t r a f f i c .  This  f u e l  p r i c e  

compensation, a l s o  commonly r e f e r r e d  t o  a s  a " f u e l  surcharge ,"  w a s  12.5 c e n t s  

51 For  a d i s c u s s i o n  of o t h e r  economic impacts of t h e  motor f u e l  t a x ,  such 
a s  t h e  e f f e c t  i t  might have on the  r e t a i l  p r i c e  of motor f u e l ,  s e e  U.S. L i b r a r y  
of Congress. Congressional  Research Serv ice .  CRS mini b r i e f  number MB 82247 
e n t i t l e d  "Economic Impacts of an  Inc rease  i n  t h e  Motor Fuel  Tax" by Bernard A. 
G e l  b . 



TABLE 6. Summary of t h e  1982 Tax Changes 

Change E f f e c t i v e  d a t e  

Fuel  t a x  r i s e s  5  c e n t s  per  g a l l o n ,  from 4  c e n t s  t o  9  c e n t s  Apr i l  1, 1983 

Excise  t a x  on t r u c k s ,  t r u c k  t r a c t o r s ,  t r a i l e r s  and semi- A p r i l  1, 1983 
t r a i l e r s  r i s e s  from 10% t o  12% 

Excise t a x  on p a r t s  and a c c e s s o r i e s  is repea led .  It was 8%. Jan .  7,  1983 

Highway use  t a x e s  change a s  shown i n  Tables  2 and 3. The J u l y  1, 1985 
new r a t e s  a r e  h ighe r .  For example, before  the  1982 Act ,  
t he  t a x  on an 80,000 pound v e h i c l e  was $3 per  1 ,000 
pounds, o r  $240 per  year .  For t he  year  ending June 30, 
1986, t h e  t a x  on a  t r u c k  i n  a  f l e e t  of f i v e  v e h i c l e s  o r  
l e s s  w i l l  be $1,600 per  year .  The amount w i l l  r i s e  
u n t i l  i t  reaches $1,900 dur ing  -the year  ending June 30, 
1990. 

Tax on t i r e s  r i s e s  $5.75 per  t i r e  weighing 100 pounds. Jan .  1, 1984 

Tax on t r e a d  rubber  i s  repea led .  The t ax  r a t e  was 5  c e n t s  Jan.  1, 1984 
per pound. 

Tax on i n n e r  tubes  is  repea led .  The t a x  r a t e  was 10 c e n t s  Jan .  1, 1984 
per  pound. 

Tax on l u b r i c a t i n g  o i l  i s  repea led .  The t a x  r a t e  was 6 
c e n t s  per  g a l l o n .  

Jan .  6 ,  1983 

I /  For f l e e t s  of more than f i v e  v e h i c l e s ,  t h e  e f f e c t i v e  d a t e  i s  one year  
e a r  1 iyr . 

Source : The preceding t a b l e s  and d i scuss ion .  



per mile a t  the  t i m e  t h i s  CRS repor t  was wr i t t en .  Th i s  I C C  r u l e  f i r s t  came 

i n t o  being a f t e r  the  s t eep  rise i n  f u e l  p r i c e s  following the  OPEC o i l  embargo 

of 1973. The I C C  changes the  r a t e  f requent ly  during periods of f l u c t u a t i n g  

f u e l  p r i ces .  Thus, i t  i s  reasonable t o  predic t  t h a t  the  I C C  w i l l  ad j u s t  the  

compensation when the  5 cen t s  per ga l lon  t a x  takes e f f e c t ,  t o  the ex ten t  t h a t  

t h e  higher t a x  r e s u l t s  i n  higher r e t a i l  f u e l  pr ices .  

This  compensation, it should be noted, b e n e f i t s  only those independent 

t ruckers  who a r e  working f o r  ICC-regulated t ruckers .  Other independent t ruckers  

might be a b l e  t o  pass f u e l  p r i c e  increases  along t o  o t h e r s ,  but probably not a s  

conveniently and s p e c i f i c a l l y  a s  those who a r e  protec ted  by the  I C C  r u l e .  

Thus, an independent t rucker  hauling household goods or  s t e e l  t y p i c a l l y  would 

rece ive  the  f u e l  p r i c e  compensation d i r e c t l y  from the  ICC-regulated t rucker  

who pays him t o  haul the  t r a f f i c .  I n  c o n t r a s t ,  an independent t rucker  hauling 

f r e s h  produce might be a b l e  t o  charge higher r a t e s  f o r  h i s  s e r v i c e s ,  but  i t  

would not be an automatic upward adjustment i n  h i s  compensation. 

2. Tax e f f e c t .  Est imates of the  t a x  e f f e c t  on independent t ruckers  

r e s u l t i n g  from the  1982 l e g i s l a t i v e  changes discussed i n  t h i s  ;eport must be 

regarded a s  t e n t a t i v e ,  and sub jec t  t o  challenge by var ious  groups. Although 

the  es t imates  a r e  not d e f i n i t i v e ,  they suggest the magnitude of the  1982 

changes. 

The t ax  changes do not a l l  take place a t  the  same time, and the  major 

concern expressed by independent t ruckers ,  the  use t a x  based on the  weight of 

t h e  veh ic le ,  is  phased i n  over a period of years. Furthermore, although some 

independent t ruckers  w i l l  have t o  absorb the  e n t i r e  increase ,  a t  l e a s t  i n  the  

shor t  run, o the r  independent t ruckers  w i l l  be able  t o  pass some o r  all of i t  

along t o  o thers  r a t h e r  quickly. Said d i f f e r e n t l y ,  some or  a l l  of the taxes  

can be s h i f t e d  t o  o the r s  i n  some ins tances ,  a s  a r e s u l t  of market condi t ions  



o r  market ing arrangements.  During t h e  c u r r e n t  r e c e s s i o n ,  however, o p p o r t u n i t i e s  

t o  do t h a t  might be q u i t e  l i m i t e d ,  except  f o r  t h e  " fue l  surcharge" pa id  t o  t hose  

independents  who work f o r  ICC-regulated c a r r i e r s .  

The t a x  e f f e c t  w i l l  be sma l l e s t  i n  1983, r i se  from 1983 through t h e  year  

ending June 30 ,  1990, and then  remain cons tan t  from 1990 onward i f  t h e  c u r r e n t  

r a t e s  remain i n  e f f e c t .  I f  i n f l a t i o n  con t inues ,  t h e  amount of f u e l  and use 

taxes  c o l l e c t e d  w i l l  d e c l i n e  r e l a t i v e  t o  o t h e r  expenses and r e l a t i v e  t o  n e t  

ea rn ings ,  because t h e  f u e l  and use t axes  a r e  s e t  a t  s p e c i f i c  amounts per g a l l o n  

o r  per pound, r a t h e r  than  being a  percent  of p r i c e s  paid f o r  f u e l  and equipment,  

o r  a s  a  percent  of annual n e t  ea rn ings  rece ived  from t ruck ing  o p e r a t i o n s .  I n  

c o n t r a s t ,  t h e  12 percent  s a l e s  t a x  on equipment and p a r t s  w i l l  g ene ra t e  more 

t a x  revenue a s  t h e  p r i c e  of equipment and p a r t s  rise. But,  t h e  s a l e s  t a x  on 

equipment and p a r t s  i s  not  l i k e l y  t o  gene ra t e  n e a r l y  a s  much t a x  revenue from 

each owner-operator a s  t h e  f u e l  t a x  and t h e  t a x  based on the  weight of t h e  

v e h i c l e .  

2 . a .  Tax e f f e c t  on independent t r u c k e r s  who pass  h ighe r  f u e l  p r i c e s  on t o  

o t h e r s .  Es t imates  of t h e  e f f e c t  of t h e  1982 t a x  l e g i s l a t i o n  on those  independent 

t r u c k e r s  who pass  f u e l  p r i c e  i nc reases  on t o  o t h e r s  a r e  shown i n  Table  7 and 8 .  

2.b. Tax e f f e c t  on independent t r u c k e r s  who do not  pass  h ighe r  f u e l  p r i c e s  

on t o  o t h e r s .  Tables  9  and 10 con ta in  t h e  es t imated  t a x  e f f e c t  i f  t h e  e n t i r e  5 

cen t s  per g a l l o n  is passed on i n  t h e  form of a  h i g h e r ,  a f t e r  t a x ,  r e t a i l  p r i c e  

of f u e l .  It assumes f u r t h e r  t h a t  t h e  independent t r u c k e r  cannot pass any of t h e  

i n c r e a s e  on t o  o t h e r s .  

3 .  Summary of  t h e  t a x  e f f e c t s .  The t a x  e f f e c t s  shown i n  Tables  7 through 

10  a r e  summarized i n  Table 11. A s  shown i n  Table 11, the  impact of t he  1982 

t a x  changes on independent t r u c k e r s  who can pass  t h e  f u e l  t a x  on t o  o t h e r s ,  bu t  

who must absorb a l l  o the r  t a x  i n c r e a s e s ,  is  es t imated  t o  be approximately $300 



TABLE 7. Es t imated  Tax E f f e c t  i n  1983 on Independent  T rucke r s  
Who Pas s  Higher Fue l  P r i c e s  on t o  Others  

Tax Amount 

Fue l  t a x  (passed on t o  o t h e r s )  . . . . . . . . . . . . . . . . . . . . .  -0- 

Use t a x  (does not  i n c r e a s e  f o r  independent t r u c k e r s  u n t i l  t h e  
yea r  ending June  30 ,  1986) . . . . . . . . . . . . . . . . . . .  -0- 

Tax on t ires ( i n c r e a s e  does no t  begin u n t i l  J anua ry  1, 1984) . . . . . .  -0- 

T a x o n e q u i p m e n t L /  . . . . . . . . . . . . . . . . . . . . . . . . . . .  $300 - 
Approximate i n c r e a s e  i n  t a x e s  du r ing  1983 compared t o  1982 . . . . . .  - $300 

1/ The t a x  i s  e s t ima ted  on t h e  b a s i s  of a t r a c t o r  and t r a i l e r  c o s t i n g  
$67,050, a 5-year l i f e ,  and 2 percent  i nc reased  s a l e s  tax. The c o s t  and l i f e  a r e  
based on f i g u r e s  conta ined  on pages 25 and 26 of D .  Dary l  Wyckoff and David H. 
Mais te r .  The Owner-Operator: Independent  Trucker.  Lexington,  Massachuse t t s ,  
D. C. Heath and Company, 1975. The f i g u r e s  a r e  a d j u s t e d  upward f o r  i n f l a t i o n ,  
u s ing  t h e  producer  p r i c e  index f o r  t r a n s p o r t a t i o n  equipment -conta ined  on page 231 
of U . S .  Counci l  of Economic Advisers .  Economic Report of t h e  P r e s i d e n t ,  Feb. 
1983. U.S. Govt. P r i n t .  Off . ,  1983. 

TABLE 8. Es t imated  Tax E f f e c t  i n  1990 on Independent Truckers  
Who Pas s  Higher  Fue l  P r i c e s  on t o  O the r s  

Tax Amount 

. . . . . . . . . . . . . . . . . . . .  Fue l  t a x  (passed  on t o  o t h e r s )  -0- 

Use t a x  ($1,900 maximum t a x ,  minus t h e  $240 t a x  r a t e  i n  1982, rounded) $1,650 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  Tax on t i r e s  1/ - 150 

Tax on equipment 2-1 . . . . . . . . . . . . . . . . . . . . . . . . .  400 

Approximate i n c r e a s e  i n  t a x e s  dur ing  1990 compared t o  1982 . . . . .  $2,200 

11 Based on 18  t i r e s  per  v e h i c l e ,  increased  t a x  of $5.75 per  t i r e ,  100,000 
m i l e s d r i v e n  per yea r ,  useage of 80,000 mi les  per  t i re  before  t i r e  i s  rep laced .  
For  in format ion  on t i r e  l i f e  of b i a s  p ly  and r a d i a l  t i res ,  s ee  page 54 of t h e  
May/June 1982 i s s u e  of a magazine e n t i t l e d  Owner Operator .  

2 1  The f i g u r e  i s  computed i n  t he  same way a s  f o r  Table  7. The p r i c e  of 
equipifient was i nc reased  a t  t h e  r a t e  of i n f l a t i o n  p r e d i c t e d  i n  t h e  Economic 
Report  of t h e  P r e s i d e n t ,  Feb. 1983, p. 144. 



TABLE 9. Es t imated  Tax E f f e c t  i n  1983 on Independent  Truckers  
Who Cannot Pass  Higher Fue l  P r i c e s  on t o  Others  

- - -  - 

Tax Amount 

Fue l  t a x  l/ . . . . . . . . . . . . . . . . . . . . . .  ... . $800 

. . . . .  Use t a x  (does no t  beg in  u n t i l  t h e  year  ending June  30,  1986) -0- 

Tax on t i res  (does no t  begin u n t i l  January  1, 1984) . . . . . . . . .  -0- 

Tax on equipment (same as i n  Table  7) . . . . . . . . . . . . . . . . . .  300 

Approximate i n c r e a s e  dur ing  1983 compared t o  1982 . . . . . . . . .  $1,100 

11 Est imated  on t h e  b a s i s  of 5  c e n t s  per  g a l l o n  t a x ,  4.5 m i l e s  per  g a l l o n ,  
100,0% miles d r i v e n  per  y e a r ,  t a x  i n  e f f e c t  from A p r i l  1, 1983,  onward. 

The 4.5 miles per  g a l l o n  f i g u r e  i s  t h e  average shown on page 33 of t h e  
Wyckoff and Maister book r e f e r r e d  t o  i n  a  foo tno te  t o  Table  7. Perhaps a  h ighe r  
f i g u r e  could be j u s t i f i e d ,  t ak ing  i n t o  account  empty mileage t h a t  is d r i v e n ,  and 
e f f o r t s  i n  r e c e n t  yea r s  t o  improve f u e l  e f f i c i e n c y .  But ,  l o a d s  c a r r i e d  i n  t h e  
f u t u r e  o f t e n  w i l l  be somewhat .greater  a s  a  r e s u l t  of 1982 l e g i s l a t i o n  i n c r e a s i n g  
t h e  l e n g t h ,  wid th  and weight  of v e h i c l e s ,  and a l lowing  two t r a i l e r s .  Consequent- 
l y ,  t h e  miles per  g a l l o n  f i g u r e  might d e c l i n e  i n  f u t u r e  y e a r s ,  r a t h e r  t han  
i n c r e a s e .  

TABLE 10. Est imated Tax E f f e c t  i n  1990 on Independent Truckers  
Who Cannot P a s s  Higher Fue l  P r i c e s  on t o  O the r s  

Tax Amount 

Fue l  t a x  (same a s  i n  Table  9 ,  except  t h a t  it i s  i n  e f f e c t  . . . . . . . . . . . . . . . . . . . . . . . . . .  a l l  y e a r )  $1,100 

. . . . . . . . . . . . . . . . . . . . .  Use t a x  (same a s  i n  Table  8 )  1,650 

Tax on t i r e s  (same a s  i n  Table  8 )  . . . . . . . . . . . . . . . . . .  150 

Tax on equipment (same a s  i n  Table  8 )  . . . . . . . . . . . . . . . .  400 

Approximate i n c r e a s e  dur ing  1990 compared to  1982 l-/ . . . . . . . .  $3,300 

11 The American Trucking Assoc i a t i ons  has s t a t e d  i n  a  typed r e p o r t  t h a t  
highway use t a x e s  i n  1985 w i l l  be about $2,500 h ighe r  than  i n  1982. A s  used i n  
t h a t  r e p o r t ,  t h e  term "highway use tax"  seems t o  i nc lude  a l l  t he  t a x  i n c r e a s e s  
d i s cus sed  i n  t h i s  CRS r e p o r t .  The ATA r e p o r t  i s  e n t i t l e d ,  "Summary of 'Sur face  
T r a n s p o r t a t i o n  A s s i s t a n c e  Act of 1982'  a s  i t  Impacts on t h e  Trucking I n d u s t r y  
i n  t h e  Areas of Highway Taxes; Vehicle  S i z e  and Weight; and Sa fe ty . "  The ATA 
r e p o r t  i s  13  pages long and i s  da ted  January  11, 1983. 



per t r u c k  i n  1983 and $2,200 i n  1990. For t hose  who cannot  pass  any o f  t h e  t a x  

i n c r e a s e s  a long  t o  o t h e r s ,  no t  even some of t he  f u e l  t a x ,  t h e  impact of  t h e  t a x  

i s  e s t ima ted  t o  be approximately $1,100 per  t r u c k  i n  1983 and $3,300 i n  1990. 

TABLE 11. Est imated Decrease i n  Annual Net Earnings i n  1983 
and 1990 Resu l t i ng  From t h e  1982 Tax L e g i s l a t i o n  

Amount 

Desc r ip t i on  1983 1990 

. . . . . . . . . . . .  A l l  t axes  a r e  passed on t o  o t h e r s  -0- -0- 

. . .  Fuel t a x  i s  passed on, no o t h e r  t a x  i s  passed on 11 - $ 300 $2,200 

No t ax  i s  passed on 21 . . . . . . . . . . . . . . . . .  - $1,100 $3,300 

11 From Tables  7 and 8.  - 
21 From Tables  9  and 10. - 

4. Est imated annual  n e t  ea rn ings  of independent t r u c k e r s .  There appears  

t o  be a  l a c k  o f  r e l i a b l e  d a t a  on t h e  average annual  n e t  e a r n i n g s  (ANE) rece ived  

by independent t r u c k e r s .  61 Having such a  f i g u r e  f o r  1982 could be q u i t e  help-  - 
f u l  i n  e s t i m a t i n g  t h e  p o s s i b l e  impact of  t a x  and p r o d u c t i v i t y  changes on inde- 

pendent t r u c k e r s  r e s u l t i n g  from the  1982 l e g i s l a t i o n  p rev ious ly  d i s c u s s e d .  In  

t h e  absence o f  r e l i a b l e  d a t a ,  an e s t i m a t e  i s  made f o r  ANE i n  1983 and 1990 a s  

61 Both t h e  U.S. Department of Commerce, Bureau of t h e  Census, and the  
U.S. zepa r tmen t  of Labor,  Bureau of Labor S t a t i s t i c s ,  t o l d  t h e  au thor  t h a t  they  
do not  publ i sh  d a t a  on the  ea rn ings  of independent t r u c k e r s .  



discussed  i n  t h i s  subsec t ion .  The e s t ima te  is used i n  cons ider ing  the  s i g n i f i -  

cance of t a x  and p r o d u c t i v i t y  changes i n  1983 and 1990 compared t o  cond i t i ons  

i n  1982, before  any changes occurred a s  a r e s u l t  of t he  l e g i s l a t i o n  passed 

l a t e  i n  1982. Other  e s t ima te s  of ANE i n  1983 and 1990 could be made, and they 

wourd a f f e c t  t he  r e s u l t s ,  a s  d i scussed  b r i e f l y  a t  t he  end of t h i s  CRS r e p o r t .  

The annual  n e t  ea rn ings  of independent t r u c k e r s  i n  1975 w a s  es t imated  t o  

be between $13,000 and $20,000. - 71 The amount of annual ne t  ea rn ings  depends 

upon how many m i l e s  an  independent t rucke r  is  w i l l i n g  t o  d r i v e  during a year .  

It a l s o  depends upon numerous o t h e r  f a c t o r s ,  only some of which a r e  w l t h i n  t h e  

independent t r u c k e r ' s  c o n t r o l .  

I n f l a t i o n ,  p a r t i a l  t ruck ing  de regu la t ion ,  and t h e  c u r r e n t  r eces s ion  have 

a l l  had an e f f e c t  upon independent t ruck ing  s i n c e  1975. There does not appear 

t o  be any d a t a  publ ished by the  United S t a t e s  Government on the  ea rn ings  of 

independent t rucke r s .  But t h e r e  is  publ ished information f o r  the  yea r s  1979 . 
through 1982 on t h e  ea rn ings  of t ruck  d r i v e r s  who a r e  employees of t ruck ing  

f i rms.  Also, Wyckoff and Mais te r  publ ished informat ion  on the  1975 ea rn ings  

of Teamster t ruck  d r i v e r s .  Most Teamster t ruck  d r i v e r s  are employees of 

t rucking  f i r m s ,  but  not  a l l  employee t ruck  d r i v e r s  a r e  members of t he  I n t e r -  

n a t i o n a l  Brotherhood of Teamsters ("IBT" o r  "Teamsters").  

One way t o  determine the  combined e f f e c t  of i n f l a t i o n ,  p a r t i a l  t ruck ing  

d e r e g u l a t i o n ,  and t h e  c u r r e n t  r eces s ion  on the  annual n e t  earn ings  (ANE) of 

independent t r u c k e r s  is  t o  a d j u s t  t he  e s t ima te  of t h e i r  ANE f o r  changes from 

71 The e s t ima te  was made i n  a book w r i t t e n  by two Harvard f a c u l t y  members 
who conducted in t e rv i ews  wi th  independent t r u c k e r s  and d id  a cons ide rab le  amount 
of " f i e l d  research ."  See D.  Daryl Wyckoff and David H. Mais te r ,  The Owner- 
Operator:  Independent Trucker ,  Lexington, Massachuset ts ,  D .  C. Heath and 
Company, 1975. 166 p. The i r  e s t ima te  of annual n e t  earn ings  i s  on page 35. 



1975 t o  t h e  p re sen t  i n  t h e  ANE f o r  t ruck  d r i v e r s  who a r e  employees of t r uck ing  

f i rms .  Data produced by t h e  United S t a t e s  Department of Labor,  Bureau of Labor 

S t a t i s t i c s ,  i n d i c a t e s  t h a t  employee t ruck  d r i v e r s  earned j u s t  over  $17,000 per  

year  i n  1982. 81 Wyckoff and Mais te r  es t imated  t h a t  i n  1975, Teamster d r i v e r s  - 
earned between $16,000 and $25,000. - 91 They s t a t e  t h a t  " i t  i s  g e n e r a l l y  agreed 

t h a t  an owner-operator is w i l l i n g  t o  ea rn  l e s s  than a  Teamster d r i v e r  ." 101 - 
Thus, an e s t i m a t e  of annual n e t  ea rn ings  f o r  independent t r u c k e r s  i n  1983 can 

by i n f e r r e d  by a d j u s t i n g  ea rn ings  f o r  independent t r u c k e r s  i n  1975 t o  r e f l e c t  

t h e  change i n  e a r n i n g s  of  o t h e r  t ruck  d r i v e r s  from 1975 through 1982. An 

approximate f i g u r e  f o r  t he  annual n e t  ea rn ings  of independent t r u c k e r s  on t h i s  

b a s i s  is  $15,000 f o r  1983. 

A l l  t r u c k e r s  have been a f f e c t e d  by i n f l a t i o n ,  p a r t i a l  t r uck ing  deregula-  

t i o n ,  and t h e  c u r r e n t  r eces s ion .  They compete f o r  t r a f f i c ,  i n  many i n s t a n c e s ,  

and sometimes one w i l l  f a r e  b e t t e r  than ano the r .  Probably no c l e a r  and s i g n i f -  

i c a n t  advantage could be a sc r ibed  t o  any group a s  a  r e s u l t  of  i n f l a t i o n ,  p a r t i a l  

t r uck ing  d e r e g u l a t i o n ,  and the  c u r r e n t  r eces s ion .  I f  any group has  gained 

r e l a t i v e  t o  ano the r ,  i t  might be t h e  independent t r u c k e r ,  because he can now 

c a r r y  ICC-regulated commodities without working "under l ea se"  t o  an ICC-  

r egu la t ed  t r u c k e r .  

81 U.S. Department of Labor. Bureau of Labor S t a t i s t i c s .  News. March 
7,  1982. Washington, D.C .  USDL: 82-86. See page 7 f o r  1981 d a t a .  Data f o r  
1982 was ob ta ined  by te lephone  from the  Bureau of Labor S t a t i s t i c s .  

The c u r r e n t  r e c e s s i o n  i s  h i t t i n g  t ruck ing  s o  hard t h a t  one independent 
t r u c k e r  is r epo r t ed  t o  have s a i d  t h a t  h i s  ea rn ings  a r e  averaging about $3,000 
per year .  No o t h e r  d e t a i l s  of  h i s  ope ra t i ons  were known. 

9/ Wyckoff and Ma i s t e r ,  p. 34. - 
101 Wyckoff and M a i s t e r ,  p. 3 4 .  - 



The impact of i n f l a t i o n ,  p a r t i a l  t ruck ing  d e r e g u l a t i o n ,  and r e c e s s i o n  on in- 

dependent t r u c k e r s  i n  1990 i s  a l s o  d i f f i c u l t  t o  e s t i m a t e .  The e f f e c t s  of  p a r t i a l  

t r uck ing  d e r e g u l a t i o n  enacted i n  1980 d e f i n i t e l y  a r e  being f e l t  i n  1983. Addi- 

t i o n a l  changes i n  r e g u l a t i o n  might occur  between now and 1990 a s  a  r e s u l t  of 

p o s s i b l e  changes i n  Federa l  l e g i s l a t i o n ,  a c t  i ons  by t h e  I C C ,  and l i t i g a t i o n .  

F u r t h e r ,  i t  i s  p o s s i b l e  t h a t  t h e  c u r r e n t  "shakeout per iod" r e s u l t i n g  from t h e  

1980 l e g i s l a t i o n  might be most ly  completed be fo re  1990, i n  so f a r  a s  e n t r y  and 

p r i c i n g  a c t i o n s  a r e  concerned. It  i s  not  expected t h a t  r e c e s s i o n  w i l l  be i n  

evidence i n  1990. P ro j ec t ed  i n f l a t i o n  f o r  t h e  yea r s  through 1988 appears  i n  

t h e  l a t e s t  Economic Report of  t he  P r e s i d e n t .  111 Using the  f i g u r e s  from 1983 - 
through 1987, and us ing  the  1988 f i g u r e  f o r  1988 and aga in  f o r  1989, i t  i s  

p o s s i b l e  t o  e s t i m a t e  ea rn ings  i n  1990. These p ro j ec t ed  ea rn ings  do not  inc lude  

ga ins  from p r o d u c t i v i t y  changes.  This method y i e l d s  an annual n e t  ea rn ings  

f i g u r e  of $20,000 f o r  independent t r u c k e r s  i n  1990. 

5. ~ s t i m a t e d  upper and lower bounds of t h e  t a x  e f f e c t s  on independent 

t r u c k e r s  i n  1983 and 1990. The f i g u r e s  i n  Table  11 a r e  combined wi th  t he  

es t imated  annual n e t  ea rn ings  of independent t r u c k e r s  i n  1983 and 1990 t o  

d e r i v e  t he  e s t ima ted  percentages  shown i n  Table 12. A s  j u s t  d i s cus sed ,  annual 

ne t  ea rn ings  a r e  es t imated  t o  be $15,000 i n  1983 and $20,000 i n  1990. The 

percentage f i g u r e s  i n  Table  12 a r e  t he  percentages  of annual n e t  ea rn ings  t h a t  

a r e  expected t o  be paid i n  a d d i t i o n a l  t axes  r e s u l t i n g  from t h e  t a x  changes 

enacted i n  1982. The l e a s t  impact i n  1983 i s  zero percent  and t h e  g r e a t e s t  

111 Economic - 
1983. Washington, 

Report of t he  P r e s i d e n t ,  Transmit ted t o  t he  Congress February 
D .  C . ,  U.S. Govt. P r i n t .  O f f . ,  1983. 287 p. See p.  144. 



impact i n  1983 i s  7  pe rcen t .  The l e a s t  impact i n  1990 i s  ze ro  percent  and t h e  

g r e a t e s t  impact i n  1990 is 17 pe rcen t .  

TABLE 12. Est imated Percentage Decrease i n  Annual N e t  Earnings 
i n  1983 and 1990 Resu l t i ng  From t h e  1982 Tax L e g i s l a t i o n  

Desc r ip t i on  - 1983 1990 - 
A l l  of t he  t axes  a r e  passed on t o  o t h e r s  . . . . . . 0% 0% 

Fuel t a x  i s  passed on, no o t h e r  t a x  i s  passed on . . 2 % 11% 

No t a x  i s  passed on t o  o t h e r s  . . . . . . . . . . . 7% 17% 

Source: Table 11 and the  d i s c u s s i o n  i n  t h i s  subsec t ion .  





PRODUCTIVITY CHANGES 

Federa l  l e g i s l a t i o n  governing t r u c k  s i z e ,  weight ,  and conf igu ra t ion ,  was 

changed cons iderably  i n  1982. These changes and t h e i r  e f f e c t  on the  annual n e t  

ea rn ings  of independent t r u c k e r s  a r e  d iscussed  i n  t h i s  s ec t ion .  

Changes i n  1982 Regarding Two T r a i l e r s ,  Length and 
Width of Veh ic l e s ,  and Weight of Loads 

Use of two t r a i l e r s  (sometimes r e f e r r e d  t o  a s  "twin t r a i l e r s "  o r  "double 

bottoms") i s  now permi t ted  nationwide a s  a  r e s u l t  of t he  Su r face  Transpor t a t ion  

Ass i s t ance  Act of 1982 (STA). That law a l s o  permits  longer  t rucks  and h e a v i e r  

loads .  - 121 Widths were inc reased  by the  Department of T ranspor t a t ion  and 

Rela ted  Agencies Appropr ia t ions  Act of 1983. - 1 3 1  

Two t r a i l e r s .  Sec t ion  411(c) of the  STA a l lows  a  t ruck  t r a c t o r  and two 

28-foot t r a i l i n g  u n i t s  on a l l  segments of t h e  I n t e r s t a t e  Highway System and on 

those  segments of t h e  Federal-aid Primary System t h a t  a r e  des igna ted  by the  

Sec re t a ry  of T ranspor t a t ion .  

Truck l e n g t h  r e s t r i c t i o n s  were eased by s e c t i o n  411(a)  of t he  STA. That 

s e c t i o n  r e q u i r e s  S t a t e s  t o  a l low 48-foot s e m i t r a i l e r s  whenever t h e r e  is only  

one t r a i l i n g  u n i t .  The roads included a r e  t he  I n t e r s t a t e  Highway System and 

des igna ted  Federal-aid Primary System highways. 

121 The American Trucking Assoc ia t ions  and Teamsters were c a l l i n g  f o r  
h e a v i e r  loads  than those  allowed i n  t h e  STA. 

131 H.R. 7019, P u b l i c  Law 97-369, 96 S t a t .  1765, enacted December 18 ,  1982. - 



Truck wid th  l i m i t a t i o n s  were increased  from 96 inches  t o  102 inches  by 

s e c t i o n  321 of P u b l i c  Law 97-369. The i n c r e a s e  a p p l i e s  only t o  roads having 

t r a f f i c  l a n e s  12 f e e t  o r  more i n  width.  

Weight of l o a d  l i m i t s  were made uniform a t  80,000 pounds by s e c t i o n  133 of 

t h e  STA. S e c t i o n  133 wi thholds  Federa l  highway money from any S t a t e  t h a t  does 

no t  a l low t r u c k s  weighing 80,000 pounds on t h e  I n t e r s t a t e  Highway System and 

roads w i th in  t h a t  S t a t e  which provide access t o  t h e  I n t e r s t a t e  Highway System. 

S e c t i o n  133 r e t a i n s  t h e  g r a n d f a t h e r  p rov i s ion  of e a r l i e r  Fede ra l  l e g i s l a t i o n  

t h a t  a l l ows  even heav ie r  t r u c k s  on t h e  I n t e r s t a t e  Highway System i n  some S t a t e s .  

Es t imated  E f f e c t  o f . P r o d u c t i v i t y  Changes 
on Annual N e t  Earn ings  

Opera t ing  c h a r a c t e r i s t i c s  among independent t r u c k e r s  vary  tremendously 

and, consequent ly ,  no t  many g e n e r a l i z a t i o n s  a r e  pos s ib l e .  However, some comments 

and h y p o t h e t i c a l  examples might be u s e f u l .  

1. Two t r a i l e r s .  S i x t e e n  S t a t e s  d id  not a l low the  use of two t r a i l e r s  

p r i o r  t o  t h e  STA. Thus, f o r  a  t r u c k e r  formerly p u l l i n g  one 45-foot t r a i l e r  8  

f e e t  wide who is now permi t ted  t o  p u l l  two 28-foot t r a i l e r s  8  112 f e e t  wide, 

t h e  i n c r e a s e  i n  revenue could be over  32 percent .  Not much a d d i t i o n a l  f u e l  i s  

consumed p u l l i n g  two loaded t r a i l e r s  compared t o  t h e  amount used t o  p u l l  one 

loaded 45-foot t r a i l e r .  Other expenses do not rise much e i t h e r .  Thus, a  

t r u c k e r ' s  ne t  ea rn ings  could be c l o s e  t o  32 percent  h igher  than before  t h e  

1982 A c t .  Th i s  would be an  i n c r e a s e  of $4,800 i n  1983 and $6,400 i n  1990, a s  

shown i n  Tables  1 3  and 14. 

2. Longer and wider  v e h i c l e s .  The a n a l y s i s  f o r  longer  and wider  v e h i c l e s  

is s i m i l a r  t o  t h a t  f o r  p u l l i n g  two t r a i l e r s .  The space a v a i l a b l e  f o r  ho ld ing  



TABLE 13. Estimated Increase  i n  Annual N e t  Earnings i n  1983 and 1990 
Result ing From Two T r a i l e r s ,  Longer and Wider Vehicles, 

and Heavier Loads 
- - ---- 

Descript ion 1983 1990 

Two t r a i l e r s  8 112 f e e t  wide . . . . . . . . . . . . . .  $4,800 $6,400 

Longer and wider vehic les  . . . . . . . . . . . . . . .  2,000 2,600 

H e a v i e r l o a d s  . . . . . . . . . . . . . . . . . . . . .  1,350 1,800 

I f  none of these  product iv i ty  increases  is poss ib le  . . -0- -0- 

Source: The discuss ion i n  t h i s  sec t ion  of t h i s  CRS repor t .  

TABLE 14. Estimated Percentage Increase  i n  Annual N e t  Earnings 
i n  1983 and 1990 Resul t ing  From Two T r a i l e r s ,  Longer 

and Wider Vehicles, and Heavier Loads 

Percent of annual 
ne t  earnings 

Descript ion 1983 1990 

Two t r a i l e r s  8  1/2 f e e t  wide . . . . . . . . . . . . . .  32% 32% 

Longer and wider vehic les  . . . . . . . . . . . . . . .  13% 13% 

H e a v i e r l o a d s  . . . . . . . . . . . . . . . . . . . . .  9 X 9% 

I f  none of these product iv i ty  increases  is possible . . 0% 0 % 

Source: The discuss ion i n  t h i s  sec t ion  of t h i s  CRS repor t .  



cargo i n  a 45-foot t r a i l e r  8 f e e t  wide, compared t o  a  t r a i l e r  t h a t  is  48-feet  

long and 8 1 / 2  f e e t  wide, could  be an i n c r e a s e  of about 13 pe rcen t .  A 13 per- 

cen t  i n c r e a s e  i n  n e t  ea rn ings  would be $2,000 i n  1983 and $2,600 i n  1990, a s  

shown i n  Tab le s  13  and 14. 

3.  Heavier  loads .  The inc reased  weight  l i m i t ,  from 73,280 pounds t o  

80,000 pounds, could provide an i n c r e a s e  of about  9 percent  i n  ne t  ea rn ings  

when a  load  reaches  t h e  h ighe r  weight l i m i t  be fore  f i l l i n g  up the  t ruck .  A 9 

percent  i n c r e a s e  i n  annual  n e t  ea rn ings  would be $1,350 i n  1983 and $1,800 i n  

1990, a s  shown i n  Tab le s  13 and 14. 

4 .  Summary of p o s s i b l e  e f f e c t s .  The b e n e f i t s  shown i n  Tables  13  and 14 

should no t  be added t o g e t h e r ,  because a  v e h i c l e  t y p i c a l l y  w i l l  e i t h e r  f i l l  up 

be fo re  reaching  t h e  maximum weight  l i m i t ,  o r  i t  w i l l  reach t h e  maximum weight  

l i m i t  be fore  f i l l i n g  up t h e  veh ic l e .  Thus, f o r  t y p i c a l  t r uck ing  o p e r a t i o n s ,  

i t  would no t  be a p p r o p r i a t e  t o  add the  b e n e f i t s  of a  l a r g e r  t r u c k  t o  t h e  

b e n e f i t s  of h e a v i e r  weight l i m i t s .  I n  some i n s t a n c e s ,  both s i z e  and weight  

b e n e f i t s  w i l l  be a t t a i n e d ,  bu t  e s t ima t ing  the  e x t e n t  t o  which t h i s  w i l l  be 

p o s s i b l e  is  problemmatical.  Furthermore, t h e  b e n e f i t s  w i l l  not be a v a i l a b l e  t o  

a l l  independent t r u c k e r s ,  and except  f o r  heav ie r  l o a d s ,  t he  b e n e f i t s  w i l l  no t  

be a t t a i n e d  u n t i l  equipment i s  rep laced .  I n  some i n s t a n c e s ,  equipment w i l l  

not  be rep laced  f o r  s e v e r a l  years .  



Thi s  CRS r e p o r t  has  d i scussed  t h e  e f f e c t  on annual ne t  ea rn ings  of 1982 

l e g i s l a t i v e  changes a f f e c t i n g  t axes  and p roduc t iv i ty .  The r e s u l t s  a r e  combined 

i n  Table 15. A s  shown t h e r e ,  h igher  t axes  could lower annual n e t  ea rn ings  a s  

much a s  $1,100 o r  7 percent  of annual n e t  income (ANE) i n  1983 and as much a s  

$3,300 o r  17 percent  of ANE i n  1990. Higher p r o d u c t i v i t y  r e s u l t i n g  from the  

1982 l e g i s l a t i o n  could r a i s e  ANE as much a s  $4,800 o r  32 percent  of ANE i n  1983 

and $6,400 o r  32 percent  of ANE i n  1990. 

The pe rcen tage  dec rease  i n  ANE r e s u l t i n g  from t a x  changes, and the  d o l l a r  

i n c r e a s e  i n  ANJ3 r e s u l t i n g  from p r o d u c t i v i t y  improvements, as a consequence of 

t h e  1982 l e g i s l a t i o n ,  depend upon the  e s t ima te  of ANE i n  1983 and 1990 t h a t  is 

used. I n  t h i s  r e p o r t  t h e  e s t ima ted  ANE amounts a r e  $15,000 f o r  1983 and $20,000 

f o r  1990. I f  a d i f f e r e n t  e s t ima te  of ANE i s  used, t hese  f i g u r e s  w i l l  be d i f f e r -  

e n t .  (See t h e  foo tno te s  t o  Table 15 f o r  more d i scuss ion  of t h i s  .) 

It should be noted aga in  t h a t  h igher  t axes  can be passed on t o  o t h e r s  by 

some independent t r u c k e r s ,  but  not by o thers .  S i m i l a r l y ,  the  ga ins  from h ighe r  

p r o d u c t i v i t y  w i l l  no t  begin i n  1983 f o r  a l l  independent t r u c k e r s ,  and some inde- 

pendent t r u c k e r s  w i l l  never b e n e f i t  f u l l y  i n  t hese  p r o d u c t i v i t y  ga ins ,  f o r  

va r ious  reasons a s s o c i a t e d  wi th  market cond i t i ons  and ope ra t ing  arrangements.  

That i s  why upper and lower bounds a r e  shown i n  Table 15,  r a t h e r  than showing a 

s i n g l e  es t imated  n e t  amount f o r  1983 and another  s i n g l e  amount f o r  1990. 



TABLE 15. Est imated E f f e c t  of Tax and P r o d u c t i v i t y  Changes 
on Annual Net Earnings:  Upper and Lower Bounds 

Changes i n  Annual Net Earnings 

Desc r ip t ion  Amount Percent  Amount Percent  

Decrease i n  annual ne t  ea rn ings  
r e s u l t i n g  from t h e  f u l l  impact - $1,100 - 7% - 11 - $3,300 - 17% 11 - 
of t a x  changes and no produc- 
t i v i t y  ga ins  ( lower bound) - 21 

Inc rease  i n  annual n e t  ea rn ings  
r e s u l t i n g  from f u l l  product iv-  + $4,800 3-1 + 32% + $6,400 - 31 + 32% 
i t y  ga ins  and no tax impact 
(upper bound) - 41 

11 The es t imated  pe rcen tage  decrease  i n  annual n e t  earn ings  f i g u r e  depends up- 
on t h g  es t imated  amount of annual n e t  ea rn ings  (ANE), as discussed  i n  t he  t e x t ,  I f  
a d i f f e r e n t  e s t ima te  of ANE is  used, t hese  percentages w i l l  be d i f f e r e n t .  For  
example, i f  a lower ANE i s  used, t he  percentage decrease  i n  ANE r e s u l t i n g  from t h e  
t a x  changes w i l l  be l a r g e r .  I f  a l a r g e r  ANE is used, t he  percentage decrease  w i l l  
be smal le r .  

Thus, i f  t h e  e s t i m a t e  of ANE i s  too  high,  the  negat ive  impact of t he  t a x  changes, 
expressed a s  a percentage of ANE, w i l l  be unders ta ted .  That is ,  the  lower bound i n  
Table 15 i s  not  low enough (when s t a t e d  a s  a pe rcen t )  i f  ANE i s  ove r s t a t ed .  

2 /  These d o l l a r  and percentage f i g u r e s  a r e  taken from Tables  11 and 12. They 
a r e  t%e f i g u r e s  a s s o c i a t e d  wi th  t h e  worst case  - when f u e l  p r i c e s  r i s e  by the  f u l l  
amount of t he  h ighe r  f u e l  t a x ,  no t a x  inc reases  a r e  passed on t o  o t h e r s ,  and no pro- 
d u c t i v i t y  ga ins  a r e  r e a l i z e d  by the independent t rucke r .  

3 /  The es t imated  d o l l a r  amount of increased  ANE depends upon the  es t imated  
ANE, a8 discussed  i n  t h e  t e x t .  I f  a d i f f e r e n t  e s t ima te  of ANE i s  used, t h e s e  d o l l a r  
amounts w i l l  be d i f f e r e n t .  For example, i f  a h ighe r  ANE is used, the  d o l l a r  improve- 
ment r e s u l t i n g  from higher  p r o d u c t i v i t y  w i l l  be l a r g e r .  I f  a lower ANE i s  used, t he  
d o l l a r  ga in  w i l l  be smal le r .  

Thus, i f  t h e  e s t ima te  of ANE i s  too  low, t he  p roduc t iv i ty  g a i n s ,  expressed a s  a 
d o l l a r  amount, w i l l  be unders ta ted .  That is ,  the  upper bound i n  Table 15  is not  
high enough (when s t a t e d  a s  a d o l l a r  amount) i f  ANE i s  unders ta ted .  

4/  These d o l l a r  and percentage f i g u r e s  a r e  taken from Tables  13  and 14. They 
a r e  the  f i g u r e s  a s s o c i a t e d  the  b e s t  case  - when an independent t rucke r  b e n e f i t s  
from the  h ighes t  ca tegory  of p r o d u c t i v i t y  ga ins  (use  of two t r a i l e r s  8 112 f e e t  
wide) and a l l  t a x  i n c r e a s e s  a r e  passed on t o  o the r s .  


