Cost reduction and new order of things

There is nothing more difficult to carry out, nor more doubtful of success, nor
more dangerous to handle, than to initiate a new order of things. For the reformer
has enemies in all those who profit by the old order and only lukewarm defenders
in all those who would profit by the new order................ Nicolo Machiavelli

Did you know that the self interest groups, government, the Interstate Commerce
Commission and other state and federal agencies passed laws that held this country
hostage for over 45 years in excess transportation charges? These laws were supported by
carriers, the teamsters union and politicians that had and still have powerful lobbies. These
laws set all the early transportation regulations that are just recently being eliminated. This
inability of the majority to veto laws and the costly demands of minority elites is consistent
with the way we did and still are doing business in Washington.

The Motor Carrier act of 1935 was one of the most costly laws to pass with the minority
elite’s support. I have seen absolutely nothing in economic and political theory that argues
that efficiency considerations should always take precedence in laws enacted. This law
added billions of dollars yearly in protection and waste to the transportation system we as
consumers help pay for with each purchase we make. Over 70% of the goods you use travel
by truck. This cost is in the goods you buy daily. Multiply this by the hundreds of millions of
consumers and you might ask, “Why don’t we pay attention”? We just pay.

In 1935, we had a law and government created ICC that limited competition and also limited
entry into the transportation industry. The Act was viewed as necessary and successful as
explained by the minority elite who helped pass the Act. It will take the Motor Carrier Act of
1980, and then the 2008 Surface Transportation Board (STB) antitrust immunity law to kill the
Motor Carrier Act of 1935. What is needed is a procedure and systems that shippers can use
that will give them the ability to take control of their pricing, regulations and risk, that is easy to
implement with existing carrier pricing methods."

The Motor Carrier Regulatory Reform and Modernization Act, more commonly known as the
Motor Carrier Act of 1980 (MCA) is a federal law which deregulated the trucking industry.
Motor carrier deregulation was a part of a sweeping reduction in price controls, entry controls,
and collective price setting.
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The Act prohibited rate bureaus from interfering with any carrier's rights to publish its own
rates, and, as implemented, removed most rate making from the rate bureaus, eliminated most
restrictions on commodities that could be carried, and deregulated the routes that motor
carriers could use and the geographic regions they could serve.

The law authorized truckers to price freely within a "zone of reasonableness," meaning the
truckers could increase or decrease rates from current levels by 15 percent without challenge,
and encouraged them to make independent rate filings with even larger price changes.

A result of the law was that the number of new firms increased dramatically in the first ten years,
especially low-cost, non-union carriers. The number of licensed carriers exceeded forty thousand, more
than double the number in 1980.

The Act removed 45 years of excessive and inflationary Government restrictions and red tape. It
had a powerful anti-inflationary effect, reducing consumer costs by as much as $8 billion each
year, and by ending wasteful practices. The Act has conserved annually hundreds of millions of
gallons of precious fuel.

When | am in Washington and | see the large and old monuments constructed by our
government that are built to last, | understand why laws take so long to change or be
eliminated. Many laws have become useless in today’s economy. The laws no longer apply to
the current ways our Country and World conduct business.

(I use this example as a past way carriers did business to tender Bill of Ladings2 “press hard you
are making 7 copies” Your hands showed the blue ink from the carbon paper used between the
pieces of paper. Today a large percentage is done by EDI or web based systems)

The value and compensation collected of some laws are to the minority elite, and the lobby
groups that helped pass them, that still benefit from these inefficient and archaic ways of doing
businesses, and still suck up this bottom feeding living. Business interests always preferred the
security of regulation to the discipline and uncertainty of the marketplace, and they built their
monuments also.

The minority elite groups know how to make themselves heard. The problem is, unorganized
groups or individuals can‘t compete in this transportation game without support from a system
that can level the playing field one shipment at a time.

How do you know if you are still using these old methods?

Here are some questions that will help you focus on cost/risk reduction of regulations that
no longer apply, especially if you have a contract with your carriers.

® The Bill of Lading is a copyrighted document owned by the NMFTA that Publishes the NMFC that still
controls commodity descriptions dating back to April 1, 1936.



1. Isthe base rate year you use to calculate shipment cost calculated from averages?
2. How many in your company have the knowledge to do a classification audit?
3. Of the hundreds of thousands of carriers, how many are party to the NMFC?
4. Who and how many people determine the classification of your shipments?
5. Is the Bill of Lading part of the NMFC (National Motor Freight Classification)?
6. Does the Bill of Lading have the information you need for shipment visibility?
7. Is the bill of lading a contract with my carriers?

8. How does “incorporated by reference” affect your liability?

9. What type of insurance do you have for claims?

10. Is there any government agency tasked to protect shippers?

11. Who invented liquid soap and why? (sorry, lost my focus)

The questions for the most part come from laws and regulation that have increased your
supply chain budget in ways that you have little or no control over using a system that is
over 100 years old.

How do we change with little or no disruption to my current system?3

A introduction to Cube BasedPr i ci ng©™

Changing your system currently based upon ambiguous classifications(April 1, 1936) to a
new more exact system of cube based pricing© will benefit you, the shipper, by providing
an understandable rate structure that, with some innovation in packaging (e.g. nesting) can
allow for self-control in cost reductions. Cube based pricing© is a system modeled after the
internationally used systems and can now be used domestically to allow for uniformity in
systems, data and metrics.

In addition to be being beneficial for shippers, cube based pricing© benefits carriers with a
system that allows for accurate cube (size) information at time of tender to enable
operational planning and improved utilization of equipment. For the immediate future, it
will allow for a change in the classification/FAK LTL rating system, which has become
permeated with massive discounts, complex exceptions and paperwork.

The bad news is for the multi-billion dollar legal, post-audit and audit firms who obtain
revenue from the artificially complex NMFC-based system of rating LTL in the United
States. The new system will allow for pre-rated paperless auto pay transactions between
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the shipper and the carrier. This process will utilize standard calculations and meaningful
rate discount programs that support greater efficiency and visibility in load optimization,
labor and fuel usage real time.

Would you like to be a part and profit from this “New Order”?

We have an easy way to make these comparisons.

The U.S. trucking industry is comprised of over 564,000 for-hire and private carriers. The
carriers that subscribe to the NMFC number less than 1000.

1. Old laws and regulation

2. New laws and regulation

3. Control your Transportation cost/risk with Cube Based Pricing©™
4. Little or no disruption of existing systems

5. Bottom line profit improvement
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