**AFF ANSWERS**
Uniqueness
The trucking industry is contracting now – stalling economy means the growth is stopping and beginning to contract

Roche 6/12/12 - founder and CEO of an investment partnership.  His primary areas of expertise include global macro portfolio construction, quantitative risk management and behavioral finance. Prior to establishing his own business, Mr. Roche worked at Merrill Lynch Global Wealth Management where he helped oversee $500MM+ in assets under management.  Mr. Roche is a Georgetown University alumnus (Cullen, 6/12/2012, “Trucking Industry Confirms: The Economy Has Slowed,” http://www.businessinsider.com/trucking-industry-confirms-the-economy-has-slowed-2012-6)JCP

The ATA’s trucking index declined 0.7% in May in the second consecutive month of declines.  ATA’s Chief Economist Bob Costello says the economy “has slowed”:

ARLINGTON, VA — The American Trucking Associations’ advanced seasonally adjusted (SA) For-Hire truck Tonnage Index decreased 0.7% in May after falling 1.1% in April. (April’s loss was the same as ATA reported on May 22.) The latest drop lowered the SA index to 117.8 (2000=100), down from April’s level of 118.7. Compared with May 2011, the SA index was 4.1% higher, the largest year-over-year increase since February 2012. Year-to-date, compared with the same period last year, tonnage was up 3.8%.

The not seasonally adjusted index, which represents the change in tonnage actually hauled by the fleets before any seasonal adjustment, equaled 124.5 in May, which was 6.5% above the previous month.

“Two straight months of contractions is disappointing,” ATA Chief Economist Bob Costello said.  “The drops in tonnage are reflective of the broader economy, which has slowed.”

“The good news is that the decrease in fuel prices will help support retail sales going forward, which is a big part of truck tonnage,” he said. As a negative, Costello said he’s concerned about businesses sitting on cash instead of hiring more workers or spending it on capital, both of which would give the economy and tonnage a shot in the arm, as they are worried about Europe and the so-called U.S. fiscal cliff at the end of the year. He also reiterated last month’s comment: “Annualized tonnage growth should be in the 3% to 3.9% range this year.”

Are we beginning to see some signs of more prolonged slowing in the economy?  It’s hard to tell from this data because the year over year tonnage data is still positive and consistent with the recent report from BB&T on truck tonnage.  But the month over month day is certainly slowing. But the near-term data doesn’t bode well…..

While the trucking industry might be trending upward over the short term, long term trends indicate more troubling issues

City Wire 6/19/12 – Arkansas Newspaper – citing the American Trucking Association (6/19/12, “Freight industry struggling with ‘ups and downs’” http://www.thecitywire.com/node/22472)JCP
A sentence from the Cass Freight Index well summarizes a collection of reports that track economic health through trucking industry activity: “Overall, still positive growth, but many ups and downs.”

St. Louis-based Cass Information Systems recently reported that the number of freight shipments has risen at a very steady pace in 2012, but is still well below the most recent high point in September 2011.

Freight shipments and truck tonnage are considered leading U.S. economic indicators.

Freight shipment volume, according to Cass, is trending upward and is now 2.2% higher between January and May and the same period in 2011. In January, the gap between 2012 shipment volume and 2011 was 3.6%, but it was down 1.3% in March.

Cass uses data from $20 billion in annual freight transactions processed by its information processing division to create the Index. The company processes transactions for about 350 large shippers who represent a broad sampling of industries including consumer packaged goods, food, automotive, chemical, OEM, retail and heavy equipment.

“The slowdown in manufacturing and backlog will translate to lower volumes to be shipped in the near future. Truck sales have dropped off dramatically and some companies have even laid off workers,” noted the May 2012 report from Cass. “The housing market is very volatile, with strong numbers one month and weak the next. Overall, still positive growth, but many ups and downs.”

The Ceridian-UCLA Pulse of Commerce Index issued by the UCLA Anderson School of Management and Ceridian Corporation rose 0.8% in May. The three-month moving average for the index is 2.2.

The index uses diesel fuel consumption data for over-the-road trucking and “serves as an indicator of the state and possible future direction of the U.S. economy,” according to the index report.

TRUCKING SLOWDOWN

The American Trucking Associations’ seasonally adjusted Truck Tonnage Index fell 0.7% in May after falling 1.1% in April. Compared with May 2011, the index was 4.1% higher, the largest year-over-year increase since February 2012. Year-to-date, compared with the same period last year, tonnage was up 3.8%.

The not seasonally adjusted index, which represents the change in tonnage actually hauled by the fleets before any seasonal adjustment, equaled 124.5 in May, which was 6.5% above the previous month.

“Two straight months of contractions is disappointing,” ATA Chief Economist Bob Costello said in a statement. “The drops in tonnage are reflective of the broader economy, which has slowed.”

The Freight Transportation Services Index (TSI), produced by the U.S. Department of Transportation, reported June 13 that the amount of freight carried in April was 0.2% higher than in March.

The April index was 109.6, above the 107.4 in April 2011, but below the December 2011 index of 114 — an all time high since the index began in 1990.

“The Freight TSI has shown little change since dropping in January from its December peak. The recent plateauing of the freight TSI since January appears to reflect slowing growth in the general economy,” noted the DOT analysis in the April report.

BAD NEWS, GOOD NEWS



Costello said he is concerned that businesses are “sitting on cash” rather than hiring workers or investing in their operations. Problems in Europe and election-year gridlock in Washington D.C. are contributing to business uncertainty, Costello said.

It’s not all bad news.

“The good news is that the decrease in fuel prices will help support retail sales going forward, which is a big part of truck tonnage,” Costello said.

Another issue facing the trucking sector is driver turnover.

Costello’s monthly Trucking Activity Report shows the turnover rate for large truckload fleets rose two percentage points to 90%, its highest point since the first quarter of 2008. At truckload fleets with less than $30 million in revenue turnover shot up 16 percentage points to 71% in the first quarter – its highest level since the second quarter of 2008.

Turnover at less-than-truckload fleets was low — at just 8% — but up one percentage point from the previous quarter.

Shortage of drivers hampers trucking industry

CBJ 6/20 – Charleston Business Journal (6/20/12, “Shortage of drivers hampers trucking industry,” http://www.charlestonbusiness.com/news/44256-shortage-of-drivers-hampers-trucking-industry?rss=0)JCP

WASHINGTON, D.C. — A growing shortage of drivers might mean transportation managers will have to scramble and find a truck to haul their goods.

That’s the prediction of Rosalyn Wilson, author of recently released Council of Supply Chain Management Professionals’ 23rd Annual State of Logistics Report.

Capacity in the trucking industry is shrinking because of increased regulations, including new hours-of-service rules that are expected to take effect in July 2013, said Wilson, senior business analyst of Canada-based Delcan Corp.

The regulations, which will limit how many hours a driver can work, could lead to a 3% to 8% decline in driver productivity, Wilson said. In addition, trucking companies are finding it difficult to recruit and hire drivers despite the nation’s high unemployment rate.

“By the end of 2011 about 18% of carriers surveyed by TCP (Transport Capital Partners) reported 6 to 10% unseated trucks,” Wilson said during a presentation at the National Press Club.

It’s unlikely that the situation will improve anytime soon, she said.


“I urge everyone to begin making contingency plans for the day you cannot get a truck,” Wilson said. “The railroads are standing by with a great offer and have the capacity to take up the slack.”

A Union Pacific executive told Wilson that if truckload capacity drops by 5%, intermodal traffic probably would climb about 30%.

Some trucking companies are teaming up with the railroads to prevent any disruption that might be caused by the driver shortage, Wilson said.

According to the report, both trucking and rail saw business increase in 2011. Trucking, which makes up 77% of the transportation component of the U.S. logistics network, reported a 6.2% increase in volume in 2011, while rail volume increased 15.3%.

Intermodal volume rose 5.4% to 11.9 million containers and trailers in 2011, the report said.

“It is becoming a more preferred method of moving goods,” Wilson said of intermodal.

No Link
Short Sea Shipping doesn’t hurt the freight shipping industry it just causes companies to shift the way they ship things – also an increase in overall commerce means both industries can be strong
Hillburn 10 – Associate Editor for Seapower magazine (Matt, May 6, 2010, “Resurgence” http://www.navyleague.org/sea_power/may06-10.php)JCP
There are signs that the nation’s bumper-to-bumper highways are forcing others to reassess the viability of the short-sea shipping business. The Commonwealth of Massachusetts is investing millions of dollars in its small- and medium-sized ports, partly to accommodate the demands of short-sea shipping that officials see on the horizon. A California transport company also plans a short-sea shipping service along the California coast.

Many in the trucking industry have become believers, and now view short-sea shipping as a bridge to new business rather than a direct competitor. Some military services use short-sea routes and special ships to move their fighting units and equipment at top speeds.

Highway congestion is not the only concern for those searching for new ways to get their goods to market. The rising cost of fuel is changing the pricing equation between short-sea shipping and other modes of transportation. Also, some experts maintain that greater use of shipping would reduce highway accidents and wear and tear on the nation’s roads.

Though in its infancy in this country, short-sea shipping holds such promise that the United States, Canada and Mexico signed a memorandum of cooperation in 2004 to promote short-sea shipping among the three countries.

The flow of commerce across the United States is growing fast. The volume of domestic commerce is expected to increase from 13.5 billion tons in 1998 to 22.5 billion tons in 2020, according to Department of Transportation (DOT) estimates. International trade will double during the next 20 years to more than 2 billion tons annually. All told, the nation’s transportation infrastructure will be expected to carry 70 percent more cargo in 2020, relative to 1998.

According to the DOT’s Maritime Administration, one barge could take up to 58 trucks off the highway and a 15-barge tow could eliminate the need for 870 trucks.

Many experts say shipping is the only mode of transport capable of absorbing the dramatic surge in commerce, and some of that increase will go to the short-sea shipping industry, which will provide new ways of moving goods over coastal waters among port cities in the Americas.

“Americans every day find themselves driving the national highways, and they find themselves in traffic behind a lot of trucks,” said John Jamian, acting maritime administrator of the Maritime Administration. “No one ever really stops and thinks about the possibility of that cargo moving on a different transportation mode.”

Those thoughts are echoed by Richard S. Armstrong, Massachusetts’ director of port development.

“Unless we find an alternative to the I-95 corridor situation that is strangling the Massachusetts economy, we’re going to be in real trouble down the road.” Interstate 95 stretches from Houlton, Maine, to Miami, and is notorious in many locales for its frequent traffic jams.

Short-sea shipping is not a new phenomenon. Northern Europe and Southeast Asia have well-developed systems of short-sea shipping that have proven reliable, efficient, cost-effective and environmentally friendly.

Link Turn
Water Highways would help trucking by allowing them to focus on critical markets and form partnerships with water shipping companies – additionally overflow means there will always be a need to trucks

Silva 6 –CEO Westar Transport (Ron, 2006, “Westar Transport Short Sea Shipping Vision: A National Water Highway System for the West Coast,” http://www.westartransport.com/pdfs/whitepaper_new.pdf)JCP
Market: The ideal market for a domestic National Water Highway System is one that serves a pair of major metropolitan areas with a high density of shippers and receivers at each destination within a 150-mile radius of the ports. If the ports are further from the major markets, then truck drayage costs will cause the service to be noncompetitive. Marketability and competitiveness for a maritime alternative are improved if the distance between destinations is long enough that trucking hours of service regulations would result in rest periods. Marketability is further improved if access in and out of these areas is already highly congested. Both of these factors stress trucking, making the maritime alternative attractive. Trucking companies face a critical driver shortage and currently compete primarily on the basis of capacity. A National Water Highway System that provides a mechanism for these trucking companies to increase their capacity, better utilize their drivers, and remain cost and service competitive will be marketable. • Cost: Must compete with truck freight rates as well as truck service times and existing alternative modes. (A subsidized NWHS would be unfair to trucking.) • Capacity: Within a given a set of operating and market constraints, we will need to maximize the number of trailers carried per vessel to reduce the cost per trailer and maximize throughput. • Time: Must provide a comparable door to door level of service. Speed is not critical for “feeder” services to/from existing ports because the international containers sit at these ports for several days today. However, for domestic freight (the primary target of a National Water Highway System) speed is critical. To achieve next day service (door to door) on a route that includes a 350 to 400 nm vessel run, a minimum speed of 27 to 32 knots is required. Additional speed is only an attractive subject to competitive costing. • Reliability: Must be equally dependable to trucking. Must have contingency plans to ensure that freight always moves. (Overflow will move by truck as it does today.) • Address Barriers: Must recognize potential barriers to use; e.g. critical truck driver shortages, changes in equipment or quantity of equipment required that might translate into higher costs to the truckers and shippers, necessity for ports in locations that do not result in costly truck drayage leading to a service that cannot compete. • Externalities: Must not increase, and preferably decreases, pollution, congestion, and accidents, in order to be supported at the state and local levels. Higher speeds must be balanced against emissions in order to ensure public support, in particular on the West Coast. • Integrate Trucking: The maritime and landside components should be fully integrated. Under this model, additional trucking companies would be acquired outright, or would partner in a consortium in order to ensure the most efficient utilization of resources and equipment. This fully integrated service would retain control of the freight door-to-door, the vessels, and all the landside equipment thereby maximizing economies of scale and utilization of the equipment. The barriers to use Westar Transport West Coast National Water Highway System/Short Sea Shipping Vision of a strictly maritime service are mitigated, and as a total enterprise the operation is profitable. 

Environment Turn
Trucking is the worst form of transportation emissions and directly contributes to global warming and pollution

Moss and Scheer 11 – Moss is Publisher and founder of EMagizne an environmental awareness magazine, Scheer is a Seattle-based journalist and photographer specializing in environmental issues, travel and the outdoors. He is a contributing editor at E - The Environmental Magazine, where he blogs, authors articles on a wide range of environmental topics and answers reader questions submitted to the magazine's internationally syndicated EarthTalk column (September 25, 2011, “Pollution From Freight Transport,” http://www.emagazine.com/earth-talk/pollution-from18-wheelers/)JCP
Freight companies operating in the U.S. and beyond do generate significant amounts of pollution. While transportation technologies and fuels have gotten more efficient in recent years, freight demands have grown considerably over the past two decades. Today, in the U.S. alone, for example, freight is responsible for about a quarter of all transportation-related greenhouse gas emissions.

Most freight trucks, locomotives and ships run on diesel engines, which are major sources of emissions of nitrogen oxides, particulate matter and carbon dioxide (CO2). Repeated exposure to nitrogen oxide-based smog and particulate matter has been linked to a wide range of human health problems, and we all know what CO2 emissions are doing to the planet’s atmosphere and ecosystems in terms of global warming.

According to a 2005 analysis by the U.S. Department of Transportation’s Federal Highway Administration (FHA), heavy duty trucks are the biggest villains, accounting for 77.8 percent of total U.S. freight greenhouse gas emissions. Boat, train and airplane freight contribute10.8, 8.7 and 2.8 percent respectively.

Besides filling up loads completely and keeping equipment well tuned, shippers can reduce emissions via smarter operations and procedures. Software developed by UPS’s Roadnet helps logistics managers re-engineer their fleet routing, preventing tons of emissions and saving millions of dollars and in the process.

Newer Environmental Protection Agency (EPA) emissions standards aim to reduce nitrogen oxide and particulate matter pollution from freight operators upwards of 60 percent by 2020. They are a step in the right direction, but the failure of Congress to pass substantive federal legislation limiting CO2 emissions means that a growing freight sector will continue to pump out more and more greenhouse gases.

A recently released report by the tri-lateral North American Free Trade Agreement’s (NAFTA’s) Commission for Environmental Cooperation (CEC) lays out a vision for how to make freight—the second largest source of greenhouse gas emissions in North America after electricity generation—more efficient and less polluting across Mexico, the U.S. and Canada.

The report identifies some scary trends. For example, emissions from freight-related vehicles grew 74 percent between 1990 and 2008—some 40 percent more than emissions growth from passenger vehicles over the same time span. Also, while emissions by light duty vehicles are expected to drop 12 percent by 2030, freight truck emissions are expected to grow by 20 percent. To start turning the freight sector around, CEC recommends that the three countries party to NAFTA start shifting to lower carbon fuels, putting a price on carbon emissions and replacing crumbling infrastructure. These fixes won’t be cheap, but CEC claims they will save money in the long run and clean up of North American freight altogether.

