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EXECUTIVE SUMMARY

The purpose of thisresearch isto understand how companiesin the motor carrier industry achieve
competitive advantage. Specificaly, we examine how competitive strategy, structure, and tactics relate to
one another and to company performance. A broad sample of trucking companies resulting in 332
responses provided information for this study. These companies represented truckload (TL, 67%), less-
than-truckload (LTL, 16%), and specid commodity carriers (SC, 17%).

Respondents were top executives of the motor carrier companies. Most executives responding to
thisstudy were males, about 49 years old. On average, they have over 25 years experience with about half
of that in thelr present position. About 15% of the respondents have been owner operators. These top
executives are likely to own about 30% of the company. Over haf of the executiveshave at least acollege
(bachelor’s) degree. They have exposure to several areas but Management was the most frequently
mentioned areaof expertise. While over two-thirds of the executives make $200,000 or less per year, 20%
of LTL executives earn more than haf amillion dollars.

The fallowing highlights give a quick overview of the findings of the study.

° The trucking industry makes asgnificant contribution to the qudity of lifein rurd areas of
theU. S.

° LTL companies are likely to have most of their businessin the form of common carriage,
TL more often provide contract carriage, and SC provide common and contract carriage
about equaly.

° Although companies are sengitive to issues of price, most companies pursue astrategy of
differentiation based upon quality of service and customer responsivenessrather than low
cost to gain competitive advantage. In generd, executives believe that service, efficiency,
and flexibility arekey to competing in thisindustry. Asexpected, controlling driver turnover
continues to be a sgnificant concern of most executives.

° A mgority of companies use, at least to some extent, modern tactics such as eectronic
data interchange, partnership with suppliers, total quality management, and activity based
costing. Other tactics such as re-engineering, on-board computers, satellite tracking
systems, and inter-modal operations are used by about a third of the companies.

° Executives tend to view their organizations as something that can be directed, as an
experiment, amachine or ateam, rather than as afamily, aworkshop, or ademocracy.

° Executives think that the government has a strong influence on the industry.

° About 70% of themotor carrier companies responding are autonomous entitiesand are not
part of acorporate parent. About three-fourthsof the companiesresponding are privatdy
held corporations and only 8% are publicly traded corporations.

° Change wasreported to take companiesin the same direction they were headed, consstent
with their mission, in acontinuous and incrementa way, as opposed to adramatic manner.

° Operating ratios reported by the companies range from 70% to 111%. The industry
average operating ratio is about 95%, with TL and SC being somewhat more profitable,
and LTL somewhat less profitable.
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Satidtica andysisof thedatarevea sthat different variables such asexecutive characterigtics, their
perceptions of environment, company strategy, structure, tactics, and performance have direct aswell as
indirect relationships with one another. The following relationships are worth noting:

Executives with more experience viewed industry environment aslessturbulent. They aso
perceived industry environment to be less controllable, which may be attributed to thelr
experiencing de-regulation and other drastic changes in the industry. In contrast, new
executives were more likely to use the modern tactics such as benchmarking, partnerships
with suppliers, and EDI, which may enhance their perceptions of the controllability of their
industry environment.

Executives perceptions of their industry environment were related to their business
drategies. For example, executives who perceive ther industry environment to be more
munificent, turbulent, and predictable, a so tend to emphas ze customer responsivenessand
innovation grategies. Smilarly, executives of companieswith focus Strategies viewed their
environment to be less turbulent.

Companies that emphasize business strategies of innovation and customer responsveness
aso score higher ontheinternd structural variables such as specidization, standardization,
and integrative mechanisms. However, companies that emphasize low cost and focus
drategies vary widely how they use the coordination and control mechanisms.

Company size and customer responsiveness tend to reduce operating ratios, whereas

innovation tends to increase operating ratios. The effects of customer responsiveness and
innovation increase as company Sze goes up.
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SECTION |
INTRODUCTION

Sincederegulationin 1980, the trucking industry has seen many changes. Companiesin theindustry
are competing as less-thanttruckload (L TL) or truckload (TL) carriers, operating in specific regions of the
country or nationdly, focusng on one type of customer/good or serving severd customer needs. These
differences creete an indudtry that has much variability to capitaize on the opportunities available in the
environment, but little is known about how each of these strategic choices contribute to the competitive
advantage or success of acompany. Additiondly, there are many opinions about how companies should
compete within these different arenas, but no real answers. Changesin technology provide new tactics, but
how these tactics affect companies in the different arenas has not been clearly addressed.

The study reported hereisacomprehensive examination of strategy, structure, and performancein
the motor carrier industry.  The study sought the answers to questions such as: What opportunities and
threaets do motor carriersfacein their current environment? What strengths do companies predominantly use
to achieve competitive advantage? What types of strategies and tactics make motor carriers successful?
How do changing information technologies affect motor carrier performance? Under what conditionsare
trends in the industry, such as EDI and intermoda operations, beneficid?

Answers to these and smilar questions need a systematic collection and andysis of data. While
archival databases can provide information about financia aspects of theindudtry, it isessentid to bring in
the ingghts from a large number of experienced top executives to understand the complexity of decison
making about strategies and tactics. For these reasons, this study is designed to provide acomprehensive
assessment about how competitive advantage is achieved in this dynamic industry.

This study was sponsored by the Mack-Blackwell Nationd Rura Transportation Study Center
(created and supported by the U.S. Department of Trangportation) and by the Supply Chain Management
Research Center inthe College of BusnessAdminigtration, University of Arkansas. Inthefollowing pages,
we describe the background, the methods and sample, and the results of the study.
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SECTION I
STUDY SAMPLE AND METHODS

This section discusses sample of the study and its methods and measures.

Study Sample

Theorigina population for this study consisted of 2002 trucking firmsthat reported information to
the Interstate Commerce Commission (ICC) and wereincluded in the 1995 TTSBlue Book of Trucking
Companies. Of these companies, wewere most interested in those of sufficient Szeto have an established
set of practicesfor conducting business. For thisreason, and in order to compare theresults of thisstudy to
those of aprevious study, which focused on human resourceissues, acriterion for inclusonin the sudy was
that the company have a least 30 employees or $5 million dallars in gross revenues. This resulted in a
revised sample of 1619 companies. From these 1619 companies, 1100 companies were randomly
selected.  Thirty-one companies were unable to be contacted or refused to participate in the study. The
remaining 1069 companies were consdered the find sample for the study.

M ethods and M easur es

Following initid mail and telephone contects, a 21-page questionnaire was mailed to the chief
executive officer of each company remaining in the find sample. Severd follow-up contacts were made
with each potentia respondent. Inall, completed questionnaireswerereturned by 332 companies, yielding
aresponse rate of 31%. These 332 responses form the mgjor data base for the study.

The questionnaire was devel oped through amulti- step procedure. Firg, an extensivereview of the
drategic management and the trucking literature yielded a list of issues that were critical to study and
potentia questions with which to study these issues. Next, we went through severd iterations to hone,
clarify, and sreamlinetheir focus. Draftswere pretested among representatives of thetrucking industry and
experts in the fidld of trangportation. Findly, the questionnaire incorporated input and learning from al
previous steps.

The 21-page questionnaire contained the following maor sections: (1) Company Mission; (2)
Industry Environment; (3) Competitive Strategy and Tactics, (4) Organizationa Structure and Cortrol
Systems; (5) Your (i.e., the respondent’s) Perceptions; (6) Y our (i.e., therespondent’s) Background; and
(7) Organizationd Effectiveness and Change.

The respondents were top executives of the Motor Carrier Industry. More than two-thirds of the
respondents were either CEO, President, Chairman, or Owner of the company. The remaining third were
generdly either Vice Presidents, Executive Vice Presdents, Corporate Officers (other than Chairman or
Presdent), Departmenta Directors, or Generad Managers.
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Data obtained through the questionnaires were supplemented with information contained in the TTS
Blue Book. Thisinformation isreported by trucking companiesto the Interstate Commerce Commission
and is avallable publicly. Information on performance and safety issues, information about the structurd
characterigtics of the company (e.g., Sze, fleet, etc.), and so on, was available in the TTSBlue Book and
was used in the study to enrich data obtained through questionnaires.

Summary of Key Points

° Data were obtained from top executives of 332 large trucking companies.

° Questionnaire data were obtained about a wide variety of areas related to company
mission, srategy and tectics, the industry environment, the organizational structure and
control systems, background and perceptions of the top management, and about company
effectiveness and change.

° These data were supplemented with information contained in the TTS Blue Book of

Trucking Companies.
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SECTION I
DESCRIPTIVE INFORMATION

This section discusses generd significance of motor carrier indudtry for rurd areas in the U.S,,
followed by characteristics of motor carriersinthe samplein termsof type of companies, market scope, and
workforce characteristics.

Rural Impact

An important god of this research was to assess overdl contribution of the trucking industry on
rurd communities. Respondents were asked to indicate the percentage of customers resding in
cities/towns with population of less than 2,500. The survey results indicate that about 16% of the motor
cariers customers are in these locations, with LTL and SC percentages being somewhat higher, on
average. A sSmilar question was asked regarding the percentage of driversresding inrurd aress. An
average of about 33% of the drivers were from rurd areas, with this percentage being higher for TL and
lower for TL and SC. Therefore, thetrucking industry hasasignificant influence ontherura areasof the U.
S. interms of providing employment as well as customer service (See Exhibit I11.1).

Characteristics of Companies
Type of companies

A total of 332 companies provided datafor this study. Of these, 222 or about 67% indicated that
they were primarily Truckload (TL) carriers, and 54 or about 16% indicated that they were primarily Less
than Truckload (LTL) carriers. An additiona 56 or about 17% categorized their company as other, most
often some type of Specialized Commaodity (SC) cariers.

The above-mentioned categories (LTL, TL, and SC) reflect the mgor emphass that companies
place on onetype of activity more than another, but it iscommon for companiesto pursue businessin other
categories. LTL companies, on average, had about two-thirds of their businessfrom less-than-truckload
freight, with the remaining business divided dmost equally between SCand TL. Only about 11% of theLTL
were pure less-than-truckload. TL companies reported over two-thirds of their business from truckload,
with the remainder coming dmost exclusively from SC. SC carriers reported in excess of three-fourths of
their revenues from specid commodities, with the remainder divided dmost equaly between TL and LTL.
Nearly haf of the SC carriers were pure SC (See Exhibit 111.2 and 111.3).

Another way to look at trucking companiesiswhether they are common or contract carriers. We
asked respondents how much of their revenues came from common carriage and how much from contract
carriage. On average, companies had about 43% of their revenues fromcommon carriage and 57% from
contract carriage.  Twelve percent of the companies were pure common carriage and 16% of the
companies were pure contract carriage. LTL companies averaged about two-third common carriage and
about one-third contract carriage, while TL companies reversed these numbers. SC companies averages
were more even, with 46% common carriage and 54% contract carriage (See Exhibit 111.2).
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Market scope

Respondents a so were asked to indicate whether they werelocd, regiond, super regiond, nationd,
or international carriers. Most companies responded that they were regiond or nationd carriers. Thisis
particularly true for the TL and SC companies. Most LTL cariers reported being regiond followed by
local. The third most frequently reported market served by TL and LTL was super-regiond, whereasfor
SC it wasinternationa (See Exhibit 111.4).

Workforce characteristics

The companies reporting had an average of 2,188 total employees, with averages of 678 drivers
and 95 owner operators. Thesenumbersaso varied greetly by typeof carrier. Asiscommonly expected,
LTL companieswere larger than average, more likely to be union, and used fewer owner/operators. The
TL companies were smaller, both in totad employees and number of drivers, lesslikely to be union (86%
reported that none of their drivers were unionized), and relatively more likely to use owner operators (See
Exhibit 111.4).

Summary of Key Points

° Of the companies responding to the survey, 67% were primarily TL, 16% primarily LTL,
and 17% primarily SC.

° LTL companies are likely to also have TL and SC busness, and have most of their
business in the form of common carriage.

° TL companiesarelikely to have SC business, but havelittle LTL business, and more often
provide contract carriage.

° SC companies are likely to have some TL and LTL business, with common and contract
carriage provided about equally.

° Carriers compete primarily in aregiond or nationd market, with TL more likely to bein
national markets, LTL more likely to be local, and SC more likely to be internationd.

° The trucking industry makes a ggnificant influence on the qudity of lifein rurd areaof the
U.S.

° LTL companiesarelarger, lesslikely to use owner operators and more likely to be union
than TL companies.
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SECTION IV
INDUSTRY ENVIRONMENT

This section discussestop executives' perceptions of the environment inthe motor carrier industry.
Characterigtics of the Environment

We asked the respondents about the environment of the motor carrier industry based upon their
perceptions of the behavior of suppliers, competitors, and customers over the past threeyears. Thereare
five agpects of the environment that were of particular interest: munificence (abundance of resources),
complexity, turbulence, predictability, and control.

Munificence isthe extent to which the environment can sustain growth of anindustry. Perceptions
of munificence reflect how respondents view the industry’s growth in terms of sdes, profits, employment,
etc. Themgority (54%) of the executives beieve that industry munificenceisabout thesame. Another 42%
of respondentsindicated that the environment hasimproved over thelast threeyears. LTL executiveswere
more likely than SC and TL to report the improvement (Exhibit IV.1).

The environment can aso be percelved in regards to its complexity. Respondentsindicated to
what extent they percaived the environment to be complex and difficult to understand. Forty elght percent of
respondents indicated that the environment involved only alittle or no complexity. Others (35%) thought
that the environment was complex to some extent, whereas 17% reported that it was complex to alarge
extent. LTL companiestended to seethe environment as more complex than TL or SC carriers (See Exhibit
1V.2).

How the environment is changing can be viewed from both how rapidly the changeisoccurring and
how predictable the changes are. Turbulenceisaconcept that reflectsthe speed or frequency of change.
Respondents were asked to indicate their perception of change. About 57% of respondentsindicated that
therewereafew changesin the environment. The other respondentswere evenly divided between believing
that there were many changes and ahigh degree of turbulence versusthose believing that there werefew or
no changes. Overdl, SC companies saw the environment as more turbulent and LTL companiessaw it as
less turbulent (Exhibit 1V.3).

Most respondents (49%) viewed the change as predi ctable to some extent, whereas 41% indicated
that the environment was a little predictable. Only about 10% thought that it was predictable to alarge
extent. The perceived degree of predictability was somewhat higher in LTL carriersthan either SCor TL
(Exhibit IV .4).

Control reflects how much the respondents felt that they could affect the behavior of suppliers,
competitors and customers. A vast mgjority of respondents (86%) indicated that they had alittle or no
control over these agpects of the environment. Thisreative lack of controllability wasfairly equaly shared
by dl cariers. (Exhibit IV.5)
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Our andysisshowsthat ahigher degree of predictability tendsto be associated with ahigher degree
of control, but there is no relationship between the degree of predictability and complexity. These results
suggest that while executives believe that the more they can predict their environment the more they can
contral it. Interestingly, the complexity of the environment haslittleto do with what they can predict. In other
words, company executives can predict behavior in both smpleand complex environments. The executives
tend to perceive as controllable what they can predict.

We did not find any direct significant relationship between the perceptions of these aspects of the
environment and companies operating ratios. Nevertheess, they appear to have indirect role in making
adjustments among compary strategy, structure, tactics, and performance. For example, executives who
perceive their industry environment to be more munificent, turbulent, and predictable, tend to emphasize
customer responsiveness and innovation srategies, whereas those who view their environment as less
turbulent, tend to use afocus strategy. Similarly, executives who use tactics of partnershipswith suppliers
and benchmarking seem to perceive their industry environment to be controllable.

Summary of Key Points

° The industry environment was generdly considered to be about the same in its ahility to
support growth over the last three years.

° Most respondents did not view the environment as complex.

° The environment can be seen as moderately turbulent and predictable to some extent.

° The behavior of suppliers, competitors, and customers was largely viewed as not being
controllable.

° Company executives can predict behavior equaly wel in both smple and complex
environments. They tend to perceive as controllable what they can predict.

Motor Carrier Srategies 9



SECTIONV
COMPETITIVE STRATEGIESAND TACTICS

This section discusses companies srategic choices and srengths that form the basis of their
competitive advantage.

Strategic Choices

In order to understand how motor carrier companies compete, the respondents were asked what
contributed to their competitive advantage relaiveto their competition. The objective wasto learn about top
executives choices about strategies, tactics, and policies.

Strategies

A company can seek competitive advantage through itsemphasis of generd strategies of customer
regpongveness, quality of service, innovation, and efficient productivity. Theseresult in ageneric orientation
to differentiate the company’sproducts or servicesfrom that of their competitors (adifferentiation strategy),
and/or to concentrate on finding advantage through lowering costs (low cost or cost leadership strategy).
Respondents indicated to what extent they felt productivity, innovativeness, rdiability, customization of
services, and quick response were sources of their company’s competitive advantage. While each of these
sources of competitive advantage were consdered to a large or very large extent as a source for their
company’s competitive advantage, rdiability was rated the most (by 89% of the companies) followed by
quick response (87%), customi zation of services (75%), and productivity (61%0). Innovativenesswasrated
by the fewest of companies (55%) as a source of competitive advantage in the motor carrier industry (See
Exhibit V.1).

To further explore strategies that companies use to gain competitive advantage, we provided
respondents with alist of objectives that their companies might have, and asked them to indicate to what
extent they used them. Four of these items were used by a mgority of the companies to alarge extent:
improve customer satisfaction, offer higher quality servicesthan competitors, offer innovative services, and
match varied customer needs. These objectives are of a type that would differentiate the company’s
services from others on the basis of customer responsiveness, quality, or innovation. A mgority of the
respondentsindicated that the three objectives of being thelowest cost provider in theindustry, offering low
prices, and gtriving for high volume were infrequently used. These objectives usualy support alow cost
strategy. Oneobjective, offering competitive prices, ssemsto be used to at least some extent by 85% of the
companies responding. While companiestend to emphasize objectivesthat will differentiate their company
on the basis of customer respongiveness, quality, or innovation, rather than compete on the basis of high
volume at alower price, there is till sgnificant pressure in the industry to price competitively. In other
words, price by itsdf does not seem to be the bass of competitive advantage, but it is a significant
consderation and is used with other moves (See Exhibit V.2).
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It iscommon for company executives who emphasize customer responsveness to dso emphasize
aninnovation srategy. A smilar, but smaller, association exigtsfor focusand low cost strategies. Company
executives who employ customer responsiveness and innovation strategies aso tend to perceive ther
environment as more munificent, more turbulent and more predictable, whereas those who use a focus
drategy tend to view their environment as less turbulent.

Tactics

Company executivesin themotor carrier industry useavariety of tacticsto redizetheir competitive
drategies. Respondentswere given alist of tacticsthat are commonly used in theindustry. They indicated
the extent to which they used or avoided the tactics. Five tactics were mostly used by a mgority of
companies. put profits back into the business, employ company drivers, invest in fue efficient equipment,
emphasize employee training, and conduct personal selling. Three tactics were mostly avoided by the
respondents: relay drivers, hire newly trained drivers, and mass marketing of services (See Exhibit V .4). The
only tactic that had an even report of usage and avoidance was contracting with owner operators (See
Exhibit V.3). In other words, this tactic was not employed universaly; its use was contingent on the
resource and sirategic position of the company.

A number of competitive tactics have been touted recently aswaysto redlize competitive sirategy.
Although thesetactics had generaly been tried during the last 3-9 years, none of thesetacticswererated to
be mostly used by a mgority of the respondents. For instance, 26% of the companies mostly used on
board computers, whereas 19% mostly avoided them. Thisisadso true with satdlite tracking sysemsand
benchmarking. Stated differently, these tactics are contingent on firms' circumstances. Onetactic received
farly consastent avoidance. About 44% of the respondents indicated that aliances with competitorswere
mostly avoided (See Exhibit V .4).

Our andys srevealsthat some tactics are commonly used together. For example, satdlite tracking
and on-board computers; partnershipswith suppliersand benchmarking; and activity based cogting (ABC),
eectronic datainterchange (EDI), totd quaity management (TQM), and reengineering were used together.
Theuseof ABC, EDI, TQM, and reengineering are d o strongly associated with companiesthat emphasize
innovation and customer responsiveness strategies. The degree to which companiesfollow cost leadership
and focus Strategies does not gppear to be associated with the use of any particular tactic. Executiveswho
use the tactics of partnerships with suppliers and benchmarking seem to perceive that they are able to
control their environment.

Policies

In addition to various strategies and tactics that companies used, we were aso interested to what
extent the companies used various policies. Two thirds of the respondentsindicated that they defined their
target customers and limited the speed of their equipment to alarge extent. A mgority of the respondents
aso reported that they mostly baanced shipping lanes, reduced equi pment overcapacity, and limited driving
hours beyond that required by law (See Exhibit V.5).
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Company Strengths

The objective was to learn about how companies srategies and tactics were related to their
srengths. Therefore, the respondents were asked to indicate what departments and resources were
consdered astheir companies’ strengths.

Departments and activities

Motor carriers often have many departments or activities that can lead to a company’s success.
The extent to which each of these departments makesits contribution isan important issue with respect to
how motor carriers compete. Customer service wasrated as the overwhel ming winner in this category. It
was followed by operations, safety, and communications as contributing to a large extent to company’s
success. A mgjority of the companies a so indicated road dispatch, saes, maintenance, and support Saff as
company departments|leading to competitive edge over rivals. Only afew companies used their activitiesin
indudtrid engineering, legd services, and dectronic data interchange (EDI) as the basis for their high
performance (See Exhibit V.6).

Resources

Respondents were asked about the rel ative strengths of many aspects of motor carrier companes
as compared to their competitors. Most respondents (88%) rated relationships with customersto be their
company’s strength. About three fourths of the executives noted company management and driversto be
their valued resources. A mgjority of the respondentsindicated that they consdered name recognition and
technica know-how to be their companies competencies. More than 90% of the executives did not
consider patentsand copyrightsastheir company’s strengths. Similarly, about 70% of the respondentsdid
not believe their union gatus or rurd location offered them advantages. A mgority of the executives
disputed that their company Size or equipment other than tractors and trailers offered them any edge over
their rivals. Exhibit V.7 gives a complete breskdown of the responses.

Companies often maintain resources in excess of what they minimaly need to provide room for
growth. These excess resources are considered dack. In order to determine how much dack firms have,
respondents were asked how much a 10% decrease in resourceswoul d affect their organization. About half
of the respondentsfdt that the output of their organizationswould be affected to alarge extent (See Exhibit
V.8).

A ggnificant resource for motor carriers is the tractors, trailers and other trucks that are used to
deliver freight. Respondents were asked how long companieskept their equipment. On average, companies
keeptheir trailers 10 years, and tractors and other trucks about 6 years. On average, SC carrierstended to
keep their equipment longer than either TL or LTL carriers, with TL keeping equipment the shortest time
(See Exhibit VV.9).

Summary of Key Points
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Although companies are senditive to issues of price, most companies pursue a strategy of
differentiation rather than cost leadership to gain competitive advantage.

Companies that use customer responsiveness dso tend to use innovation strategies.
Companiesthat emphasi ze customer responsiveness and innovation strategiesaso tend to
view the environment as more munificent, turbulent, and predictable, while companiesthat
emphasize afocus strategy tend to perceive it asless turbulent.

Tacticsare commonly used together and the use of TQM, EDI, Reengineering, and ABC
are dso strongly associated with companies that emphasize innovation and customer
responsiveness strategies.

Executives who use the tactics of partnerships with suppliers and benchmarking seem to
perceive that they are able to control their environment.
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SECTION VI
ORGANIZATIONAL STRUCTURE AND CONTROL SYSTEMS

This section discusses corporate structure, top management teams, and mechaniams of internd
structure and control systems of companies.

Corporate Structure

Wewereinterested in the corporate structure of the companiesintheindustry, particularly whether
they were a divison or subsidiary of another company, what that parent company was like, and the
ownership structure of the company. Respondentsindicated that overal, 70% of the companieswerenot a
divison or subsidiary of another company. Theseresultswere Smilar across carrier types. Of the companies
that were a divison or subsdiary of another (parent) company, 70% had businesses related to varying
degrees. The rest of the companies’ operations were dmost evenly divided between single business and
unrelated businesses. Of the related busi nesses, 70% had higher degree of relatedness, whereas 30% had
lower degreeof rdaednessamongitsdivisonsin TL and L TL companies. However, the distribution of the
companies for high and low relatedness for the SC carriers was reversed (See Exhibits V1.1 and V1.2).

The ownership structure of the responding company or the parent company is aso an important
aspect of structure. About 76% of the respondentsindicated that their firm (or the parent company) wasa
privately held corporation, with an additional 8% being a partnership or sole proprietorship. Overdl, only
8% of thefirmsor their parent companieswere publicly traded corporations. LTL carrierswere morelikely
(19%) to be publicly held corporations compared to TL and SC (6-7%) (See Exhibit V1.3).

Top Management Teams

The average Sze of the top management team of the compani esresponding was about 6. We asked
what the backgrounds of these individuas were. Many respondents indicated that the members of the top
management team had exposure to severd fidds. The background areaindicated most oftenin TL, LTL,
and SC categories was Management (See Exhibit V1.4).

Internal Structure and Control Systems
Companies vary in the way they function internally. However, dl of them need some levels of
specidization and decentrdization because top executives can't carry out al activities by themsdves. At

the same time, they need to coordinate their activities through formd rules and regulaions, standardized
procedures, and integrative mechanisms.
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Specialization

Specidization isthe differentiation of tasks within the organization. We asked respondents to
indicate how much they agreed or disagreed with a number of statements to determine how much
Specidization was used in their company. A vast mgority of the respondents indicated that their
employees were knowledgesble of their roles related to company goas. They aso reveded that
different jobs in the company required various specidized skills. Additionaly, amgority of the
executives expressed that their gpecidization did not result in an ineffective fragmentation of the
company. These responses indicate that specidization is an important and valued part of most motor
carriers (See Exhibit VI.5).

Decentralization

Decentrdization is the vesting of lower-level managers with decison making authority. We
asked respondents to what extent they delegated decison making on avariety of tasks. About two-
thirds of the companies had centraized capita expenditure decision-making. Also, amgority of
executives did not delegate making mgor changes in the way they ddivered their services. Clearly, most
respondents felt strongly that these changes were less likely to be delegated than decisions about hiring
and assgning lower level managers (See Exhibit V1.6).

Formal rules and regulations

Formalization refersto the use of (usually) written policies, procedures, and rules. About 90%
of the companies devel oped formal procedures and polices and used them at least to some extent. A
mgority of the companies had written rules and enforced them drictly. Over 40% of the companies
reported having written mission statements, and over one-third have aforma organization chart. The
coordination of activitiesin the motor carrier industry through written policies and procedures appears
to be widespread (See Exhibits VI.7 and V1.8).

Standardized procedures

Standardized procedures reduce uncertainty and improve coordination in the company, which
enhancesits efficiency. Respondents were asked to indicate to what extent activities were coordinated
through various practices. Most companies (67%) orchestrated their activities through informal
processes among individuas followed by using people with specific types of kills (63%). A mgority of
the companies aso used reports of performance results, predetermined work schedules, and
identification of acceptable levels of output quantity for coordinating their activities. Interestingly, alarge
proportion of companies (44%) reported thet they did not use the mission statement for communication
and coordination. These results indicate that standardization of work procedures and schedules,
coupled with monitoring of performance and informa communication among workers are commonly
used methods to improve efficiency in the motor carrier industry (See Exhibit V1.9).
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| ntegrative mechanisms

Specidization of activities necesstates their integration to accomplish company gods. It hepsin
the coordination of activities and tasks and includes structura liaison devices, process liaison, and
controls. We were interested in two aspects of integration: integration controls and liaison devices. With
respect to controls, respondents were asked to indicate the extent to which their organization used
various practices to gather information about the performance of the company. Profit centers and profit
targets were most popular control mechanisms, whereas sampling and other qudity control techniques
were least popular. The remaining practices such as cost centers, formal appraisa of personnel, and
budgets, were dso frequently used (See Exhibit V1.10).

Questions about liaison devices were asked in two sections. The first section asked to what
extent various mechanisms were used to ensure the compatibility of decisions across departments. No
sngle mechanism was used by a mgority of the respondents, athough 47% of the respondents used
regularly scheduled meetings to alarge extent. Noteworthy were the four mechanisms that were not
used much by amgjority of the companies: liaison personnd, interdepartmental charges to balance the
impact of decisons, temporary task forces, and bargaining among the heads of departments. We also
asked about the extent to which the company engaged in participative discussons across different
departments with regard to various types of decisions. Respondents indicated that these interactions
were more frequently used for product and service decisons and long-term strategies than for capita
budgeting decisions (See Exhibits V1.11 and V1.12).

Executives responses reved that while an integrative emphasis was placed on cost control by
many motor carriers, decisons about internd transfers and capital budgeting were less integrated into
the organizations.

Satidicd analyssindicates that companies that emphasi ze business srategies of innovation and
customer responsiveness aso score higher on the interna structurd variables. However, companies that
emphasize low cost and focus drategies vary widdy how they use the coordination and control
mechanisms

Summary of Key Points

° About 70% of the motor carrier companiesresponding are not divisonsor departments of
other organizations.

° 76% of the companiesresponding are privately held corporationsand only 8% are publicly
traded corporations.

° The top management team averages about 6 people, with management as an area of
expertise mentioned most frequently.

° Differentiation of tasks by specidization isimportant to most motor carriers.

° Delegation is more likely to occur with hiring and assigning lower level managers than in
areas of capital expenditures or when making mgjor changes.
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Use of work procedures and schedules, monitoring of performance, and informal
communications are the primary methods of standardization within the industry.
Coordination of activities and tasksis emphasized in the area of cost control but wereless
emphasized in decisons about internd transfers and capital budgeting.

More emphads on innovation and customer respondveness business drategies is
associated with higher degrees of the interna structura variables.
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SECTION V11
BUSINESSBELIEFS

This section discusses top executives' bdiefs about competing in the industry, congtituent
pressures, and conceptions of the working of their organization.

Beliefs about Conducting Business

Executives may conceptudize their work and organization in many ways. We were interested in
understanding what perceptions executives have about what it takes to be successful and how they think
about their company.

Competitive beliefs

We asked our respondents to indicate how much they agreed or disagreed with a number of
datements that suggest different beliefs about how their company competes. An overwhelming number
(93%) supported the notion of service asthe key to success, followed by therole of efficiency in business,
lowering driver turnover, and increasing average driver tenure in the company. More than 60% of the
respondentsindicated their support for comprehensive planning and hiring experiencedrivers. About 55%
of the executives supported therole of information and marketing. A mgority of our respondents believed
that experience aswdl asanaytica techniques played asignificant part in the success of acompany inthe
motor carrier industry. Additionaly, about 87% of the respondents disagreed with the belief thet flexibility
was not important intheindustry. Theseresultsindicatethat most executivesbelievethat service, efficiency
and flexibility, together with minimizing one of the industry’s ongoing problems, driver turnover, are the
primary ways of competing in the motor carrier industry (See Exhibit V11.1).

Constituent Pressures

People and organizations with an interest in the company can create pressures for an executive to
act in specific ways. Respondents were asked to indicate how much they agreed or disagreed with a
number of statements to determine how much pressure they were experiencing and where that pressure
camefrom. Over haf of the respondentsindicated that their destiny wasin their hands even though they did
experience tremendous pressures to be efficient and productive. They dso revealed that their goas were
compatible with those of their condtituents. A vast mgority of respondents disagreed, many of them
grongly, with the satement that the government had ardatively small influence on theindustry (See Exhibit
VII.2).

Metaphors

Organizations can be thought of in many different ways. Comparing an organization to different
concepts helps understand how an executive thinks about the organization. Interestingly, company asan
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experiment was the most popular metaphor (66%b), followed by machine (52%), and sports team (50%).
On the other end of the spectrum, over 80% disagreed that they thought of their organization as a family
(See Exhibit VI11.3).

Summary of Key Points

Ingenerd, executivesbeievethat service, efficiency, and flexibility are keysto competingin
thisindustry.

Controlling driver turnover continues to be a sgnificant concern of most executives.
Executives experience sgnificant pressures to be efficient and productive.

The government has a strong influence on the indudtry.

Executivestend to view their organizations as something that can be directed such

as an experiment, amachine, or ateam rather than afamily.
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SECTION V111
BACKGROUND OF RESPONDENTS

This section discusses motor carrier executives background in terms of generd demographic
factors, education, experience, functiond expertise, and income.

Demogr aphics

Respondents were asked for their demographic characteristics. As expected, most of them were
white, non-Hispanic, and mae. Only 5% of therespondentswerefemde (dightly morein TL and LTL than
SC), and about 3% were other than white, non-Hispanic. Theaverage age of the respondentswas about 49
years, with SC executives being somewhat younger (See Exhibit VI11.1).

Experience, Education and Expertise

Questions about the professiona background of the respondents revolved around experiencein the
indudtry, education, and primary area of expertise. Respondents had an average of about 26 years
experiencein the trangportation industry. Overdl, that experience averaged about 20 yearswith their current
company, the last 13 years being in their present position. Some differences were apparent across carrier
types. While the number of yearsin the industry and with their current company were very smilar across
types, respondents from SC carriers averaged alower number of yearsin their present position (11) than
TL and LTL (13). We dso asked respondents whether they had been owner operators. Only a smdll
proportion of the executives (15%) have had that experience. Respondentsfrom SC and TL carrierswere
dightly more likely (16%) to have been owner operators as compared to LTL (11%). Ownership of the
company reflectsan additiona aspect of experienceintheindustry. Overal, respondents owned about one-
third of their company. Thisfigurewas somewhat higher in TL (36%), than LTL (31%) and SC (30%) (See
Exhibit V111.2).

As expected, executives with more experience were found to view industry environment as less
turbulent. They aso viewed industry environment to be less controllable, which may be attributed to their
experiencing de-regulation and other drastic changesin the industry. New executives were more likely to
use the modern tactics such as benchmarking, partnerships with suppliers, and EDI.

Respondentswere a so asked about their level of education and areaof expertise. Over one- hdf of
the respondents had attained at least bachelor’s degree and another 28% had some college or technical
training beyond high school . These percentageswerefairly smilar across carrier types. Interestingly, amost
two-thirds of the respondents indicated their primary area of expertise to be Management, with 14%
reporting their expertise in Accounting, and about 5% each in the areas of Finance, Marketing, and
Logigtics. See Exhibits VI11.1 and V111.2 for afurther breakdown of these results.
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Income

Respondents were asked to indicate which of the six categoriesreflected the tota incomefrom their
joblast year. Of the 95% who reported their income, more than two-thirds earned $200,000 or less. Only
about 12% earned more than $300,000. There were differences across carrier types. About three out of
four respondents from TL companies earned $200,000 or less, whereas about one-hdf of LTL
respondents reported income in that category. SC executives were more likely to earn in the $200,001-
$300,000 category than the other two carrier types. Interestingly, 20% of the LTL executivesearnin excess
of haf amillion dollars as compared to about 2% in each of the other carrier types (See Exhibit VI1I1.3).

Summary of Key Points

° Mogt executives in the motor carrier industry are white maes, about 49 years old.

° The average executive has over 25 years experience in the industry, most of which iswith
their present company, has about 12 years experience in the current position, and islikely
to own about 30% of the company.

° More experienced executives tend to view the industry as less turbulent as well as less

controllable. They also appear to be place less emphasis on the modern tactics such as

benchmarking, partnerships with suppliers, and EDI.

About 15% of the respondents have been owner operators.

Over hdf of the executives have at least a college (bachelor’s) degree.

Management is the primary area of expertise for about two-thirds of the respondents.

While over two-thirds of the executives make $200,000 or less per year, 20% of LTL

executives earn more than haf amillion dollars.
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SECTION IX
ORGANIZATIONAL CHANGE AND EFFECTIVENESS

This section discusses organizationd change and effectiveness from the point of view of the
executives.

The dynamic nature of the motor carrier industry puts pressure on organizations to perform and to
change, especidly when performanceis not at the expected leve. This section dedswith the executive’s
perceived degree of their company’s success and change, and what areas of performance and change are
the most important to the industry.

Change

A god of this sudy was to determine how companies gpproach change. Over hdf of the
respondentsindicated that changesin their company tend to take them in the same direction, congstent with
their mission, in acontinuous and incrementa way, rather than in a dramatic manner (See Exhibit 1X.1).

Performance

Performance in the industry can be evauated in many different ways. One important areais
profitability (operating ratio), but it is desirable to know how executives evauate their performancein
relation to other companiesin the trucking industry on a broad range of possible outcomes.

Efficiency: Operating ratio

Respondents were asked to indicate their company’s operating ratio for 1996. This figure was,
on average, about 95% for al carriers, with arange from 70% to 111%. LTL carriers reported a
dightly higher operating ratio and TL and SC reported dightly lower numbers (See Exhibit 1X.2).

A number of strategy and structure variables were examined to determine the impact that they
have on acompany’s operating ratio. Statistica analysis has shown that a company will tend to have a
lower operating retio if they are of larger size in terms of number of employees and emphasize customer
responsiveness. Companies that emphasize innovation tend to have a higher operating ratio. Further
andysisindicates that effects of innovation and customer responsiveness are relative to the size of the
company. Customer reponsiveness tends to have an even greater positive effect (lower operating ratio)
as the Sze of the company increases. Innovation strategies tend to have a greater negative effect (higher
operating ratio) asthe size of the company increases.

Effectiveness
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Companies can be effective in many different aspects of the business asde from financid
success. The respondents compared their company to other companies in the industry on severd of
these measures of effectiveness. Respondents were aso asked, based upon their experience, how much
worse or better their company’s performance was, as compared to other companiesin the indugtry, in
regard to a number of outcomes that a motor carrier company might pursue.

Exhibit IX.3 presents a distribution of executives responses with respect to generic
performance criteria. For example, about athird of the respondents rated their company’s reputation to
be sgnificantly better than other companiesin the industry. Smilarly, nearly a quarter of the executives
indicated that their company’s qudity of services was significantly better than their competitors (See
Exhibit 1X.3).

Executives responses with respect to performance criteria specific to the motor carrier industry
are depicted in Exhibit IX.4. These data indicate that about athird of the trucking companies
digtinguished themselves on the basis of their customization. About a quarter of the companies were
sgnificantly better than othersin the area of on-time deliveries. Only about afifth of the firms
experienced sgnificantly better on-time pick-ups, congstent trangit times, accident rates, and equipment
breakdowns. Fewer companies were able to achieve sgnificantly better resultsin other criteriasuch as
“logging” compliance, loss/damage history. Only about 5% of the companies could boast of significantly
better fue consumption or miles driven per driver (See Exhibit 1X.4).

We as0 asked our respondents to rate their overal performance on ascae of 1to 7. Most
respondents (about 36%) gave themselves a score of 6. About athird rated themselves 5, whereas
about 13% indicated their rating to be 7. These proportions varied with respect to the type of
company; SC executives giving themsdves highest score, followed by TL and LTL, respectively (See
Exhibit 1X.5).

Summary of Key Points

° Change was reported to take companies in the same direction they were headed,
conggtent with their misson, in a continuous, incrementa (not dramatic) manner.

° Operating ratiosin the industry average about 95%, with TL and SC being somewhat
more profitable, and LTL somewhat less profitable. The range of operating retios
reported was from 70% to 111%.

° Company size and customer responsiveness tend to reduce operating ratios, whereas
innovation tends to increase operating ratios. The effects of customer responsiveness
and innovation go up as company Size increases.

° The surveyed companies reved varied levels of success with respect to different
performance criteria.
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SECTION X
CONCLUSIONS

This study is a comprehensive examination of strategy, structure, and performance in the Motor
Carrier Industry, and isdesigned to build understanding of how competitive advantageisachieved. A broad
sample of trucking companies resulting in 332 responses provided information for this study. These
companies represented truckload (TL, 65%), less-than+truckload (LTL, 17%), and specia commodity
carriers (SC, 17%).

Respondentswere top executives of these motor carrier companies. Most executivesresponding to
thisstudy are white maes, about 49 years old. On average, they have over 25 years experience with about
haf of that in their present position. Mogst have a college education, a primary area of expertise in
Management, and earn $200,000 or less per year. Their companies are generdly privaidy held
corporations, and they own, on average, about one-third of the company.

The executives consder the business environment they face to continue to support growth. They
perceive the environment to be moderately turbulent, somewhat predictable, but not controllable. Their
competitive beliefs emphasize sarvice, efficiency, flexibility, and the need to minimize driver turnover. They
arelikely to view their company as an experiment, machine or sportsteam, and not asafamily. Whilethey
recognize pressures from stakeholders and government for efficiency and compliance, they haveastrong
sense of sdf-determination. Changesin the company are seen as continuous and incremental, not dramétic.
Executiveswith more experiencein theindustry tend to view the industry environment aslessturbulent and
less controllable. They are aso lesslikely to use modern tactics such as benchmarking, partnerships with
suppliers, and EDI.

The primary market for most carriersisregiond. The secondary market for TL and SCisnationd,
but for LTL itisloca. Most companies emphasize strategies that would differentiate the company on the
basis of customer responsiveness. Companies place great importance on reliability, quick response, and
customization of services. They drive to offer qudity, innovative, and varied services designed to meet
customer needs.

The strong customer respons veness emphasisisreflected by theimportance placed on departments
that create good customer service and in having company strengthsin areas that support agood customer
service reputation. Many tactics appear to go hand-in-hand. For example, companiestend to use satellite
tracking systems and on-board computerstogether. Similarly, companiestend to use reengineering, TQM,
ABC, and EDI smultaneoudy. Likewise, partnershipswith suppliers and benchmarking seemed to be used
with each other. The use of reengineering, TQM, EDI, and ABC are dso strongly associated with
companies emphasizinginnovation and customer responsveness srategies. The degreeto which companies
follow cost |eadership and focus strategies does not gppear to be associated with the use of any particular
tactic. Executives using partnershipswith suppliers and benchmarking percelvethat they are ableto control
their environment.

Low cogtisnot the primary strategy companies congder, but theimportance of competitive pricing
and efficiency seemto be of sgnificant importanceto theindustry. A mgority of companies put profitsback
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into the business, invest in fue efficient equipment, and employ and train company drivers. Companies use
of policiessuch asdefining target customers, limiting speed of equipment, baancing shipping lanes, reducing
equipment overcapacity, and limiting driving hours beyond that required by law further reflect an emphasis
on efficiency.

The companies generdly have formdized policies and procedures that emphasize sandardized
work procedures and schedules and place an integrative emphasis on cost control. Moreover, they require
employeeswho have specidized roles and use decentralized decision making for the hiring and scheduling of
personnel. Decisionsabout capita budgeting or magjor changesin how the company producesitsserviceare
likely to be made by the top executive.

Saidtica andysisof the datareved sthat different variables such asexecutive characteristics, their
perceptions of environment, company strategy, structure, tactics, and performance have direct aswell as
indirect relationships with one another. For example, more experienced executives viewed industry
environment aslessturbulent. They aso perceived industry environment to beless controllable, which may
be attributed to their experiencing de-regulation and other drastic changesin theindustry. In contrast, new
executives were more likely to use the modern tactics such as benchmarking, partnerships with suppliers,
and EDI, which may enhance their perceptions of the controllability of their industry environment.

We dso found that executives perceptions of their industry environment were reated to their
busness drategies. For example, executiveswho percelvethar industry environment to be more munificent,
turbulent, and predictable, dso tend to emphasize customer responsiveness and innovation srategies.
Similarly, executives of companies with focus strategies viewed their environment to be less turbulent.

Regarding the relationships between srategy and structurd variables, we found that companies,
which emphasize business strategies of innovation and customer responsiveness aso score higher on the
internd gructura variables such as specidization, sandardization, and integrative mechanisms. However,
companies that emphasize low cost and focus strategies vary widely how they use the coordination and
control mechanisms.

Further analysis has shown that a company is likely to have alower operating ratio if they are of
larger Sze (in terms of number of drivers) and emphasize customer responsiveness. Companies that
emphasize innovation tend to have a higher operating ratio. Further andyss indicates that effects of
innovation and customer responsveness are reldive to the size of the company. Customer responsiveness
tends to have an even greater positive effect (lower operating ratio) as the Sze of the company increases.
Innovation drategies tend to have a greater negative effect (higher operating ratio) as the sze of the
company increases.
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Themotor carrier industry and rural areasin the U.S.

Exhibit 111.1

- LTL - AI.I
Carriers

Meen percent of customersliving 16 18 17 16

inrura areas

Meen percent of driversliving 36 24 27 33

inrurd areas
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Exhibit I11.2
Descriptive Information: Carrier Type, Income by Type, and Contract or Common Carriage

TL LTL SC Total
Respondents by type of carrier
Number 222 54 56 332
Percent of total 67% 16% 17% 100%
| ncome percentage reported in category
All companies reporting 52% 14% 35% *
TL 70% 2% 30% *
LTL 18% 65% 19% *
SC 13% 11% 78% *
Percent of income from common or contract
carriage
Common Carriage 34% 70% 51% 43%
Contract Carriage 65% 30% 49% 57%

* Exceeds 100% due to rounding.
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Exhibit I11.3
Income percentagesin TL, LTL, and SC categoriesby carrier type.
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Descriptive Information: Market scope and wor kfor ce char acteristics

Exhibit I11.4

TL LTL SC Al.l
Carriers
Percent of companies reporting market
scopein thefollow areas:
Loca 6 24 9 9
Regiond 39 37 32 37
Super Regiond 13 13 11 13
National 34 18 25 30
Internationa 6 6 16 8
No Response 2 2 7 3
Workforce characteristics
Mean number of company drivers 194 1382 1963 678
Range of company drivers 0-8,000 0-20,000 0-94,000 | 0-94,000
Mean number of owner operators 9 53 135 95
Range of owner operators 0-3,500 0-1,000 0-1,600 0-3,500
Mean percent of union drivers 7 17 16 10
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Exhibit 1V.1
Environment: Munificence

Munificence Per cent Responding
Decreased a L ot I ncreased
or Somewhat
Decr eased About the same or
Somewhat Increased a Lot
TL 5 57 38
LTL 2 46 52
SC 4 51 45
All 4 54 42
Exhibit 1V.2

Environment: Complexity

Complexity Per cent Responding
Not at All Toa Laro%e Extent
or To Some Extent ToaVery Large
A Little
Extent
TL 50 a5 "
LTL 43 a5 ”
SC 45 38 "
Al 48 .- .
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Exhibit 1V.3
Environment: Turbulence

Turbulence Per cent Responding
No C(r)]ranges Some Changes
Hardly Any A Few Changes o grhan .
Changes y g
TL 19 60 21
LTL 26 55 18
SC 21 48 30
All 20 57 22
Exhibit V.4
Environment: Predictability
Predictability Per cent Responding
Not at All Toa Laro%e Extent
qr To Some Extent ToaVery Large
A Little
Extent
TL 42 48 10
LTL 37 50 13
SC 38 54 9
All 41 49 10
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Exhibit V.5
Environment: Contrallability

Controllability

Per cent Responding

Not at All Toa Larogre Extent
or To Some Extent ToaVery Large
A Little
Extent
TL 85 14 .
LTL 89 1 0
= 88 11 2
Al 86 13 .
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Exhibit V.1
Competitive Strategies and Tactics: Sour ces of Competitive Advantage

To what extent do you consider the Per cent Responding

following as a source of your

company’ s competitive advantage? ) To Some Toa ToaVery
Not at All A Little Extent Large Large

Extent Extent

Rdiability 0 2 8 32 57

Quick response 0 3 10 39 48

Customization of services 0 5 19 38 37

Productivity 9 10 27 39 22

Innovativeness 1 14 30 37 18
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Exhibit V.2
Competitive Strategies and Tactics. Strategies

To what extent do the following reflect the
strategies used by your company to gain a

% Responding

competitive advantage? Not at All ToalargeExtent
or To Some or
A Little Extent ToaVery Large
Extent
Improve customer satisfaction 2 14 84
Offer higher quality services than competitors 3 13 84
Offer innovative services 15 32 53
Match varied customer needs 14 32 53
Focus efforts on a particular type of freight 23 29 47
Offer competitive prices 14 41 44
Offer services with digtinctly different features 27 34 39
from those of competing services
Stick to limited geographic area(s) 36 26 37
Stick to certain shipper types 32 32 35
Offer only afew services that you know well 34 31 35
Strive for high volume 50 31 18
Offer low prices 70 19 10
Be the lowest cost provider in your industry 72 19 8
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Exhibit V.3

Competitive Strategies and Tactics. Competitive Tactics

How much do you avoid or use
the following competitive tactics

Per cent Responding

to realize your competitive Almost Mostly
strategies? Always | Neither | Use
Avoid Sometl_mes Avoid nor Sometimes or
or Avoid Use Use Almost
Mostly Always
Avoid Use
Put profits back into the business 0 1 4 18 77
Employ company drivers 9 1 2 12 75
Invegt in fud efficient equipment 3 1 11 16 68
Emphasze employee training 1 2 10 25 60
Conduct persond sdling 5 1 11 30 52
Monitor indusiry trends 2 1 12 36 47
Purchase specidized equipment 8 2 15 29 45
Customize services 3 2 10 39 46
Emphasize shortest driving routes 5 0 16 32 46
Invest in equipment to control loss or 5 2 16 32 45
damage
Emphasize shortest driving time 7 1 17 32 42
Emphasize contract rates 11 2 15 29 42
Perform job costing 4 2 19 33 41
Involve employeesin decison 4 4 7 46 39
making
Concentrate on high volume lanes 8 3 20 30 38
Contract with owner operators 28 1 8 29 34
Depend on afew large customers 14 6 16 32 31
Offer dedicated contract service 12 1 14 41 31
Have high tractor to traller ratio 24 4 31 17 22
Advertise sarvices 26 3 25 30 13
Offer third-party services 28 2 25 35 10
Hire newly trained drivers 40 5 10 33 10
Drivein teams 35 1 18 37 9
Work with broker services 27 5 10 50 8
Rday drivers 44 2 23 22 8
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Mass-market your services 39 8 30 6
Exhibit V.4
Competitive Strategies and Tactics. Competitive Tactics

How much do you avoid or Per cent Responding
use the following competitive
tactics to realize your Almost Mostly .
competitive strategies? Alwqys Some- Nether  Some- Use Median

Avoid . . . or No Y ear

times  Avoid times .
or Avoid  nor Use Use Almost Response  Firg

Mostly Always Used

Avoid Use
Tota qudity management 8 2 25 25 30 10 1992
program or process
Activity-based costing 9 2 27 24 28 10 1990
Sadlite tracking systlems 21 0 33 5 26 14 1995
On-board computers 19 0 34 8 26 12 1993
Partnership with suppliers 13 1 22 33 23 8 1990
Electronic datainterchange 11 2 16 43 19 9 1993
Benchmarking 14 2 28 28 14 14 1990
Re-enginesring 16 2 40 18 11 13 1993
I nter-modal 31 1 26 20 7 15 1990
Alliances with competitors 44 3 12 25 6 11 1990
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Exhibit V.5

Competitive Strategies and Tactics. Policies

To what extent do you usethe
following policiesin your

Per cent Responding

company? Not at All ToalargeExtent or
or To Some Extent ToaVery Large
A Little Extent

Define target customers 7 22 71

Limit gpeed of equipment 11 21 68

Bdance shipping lanes 14 29 57

Reduce equipment overcapacity 13 28 57

Limit driving hours beyond thet 34 9 56

required by law
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Exhibit V.6
Competitive Strategies and Tactics. Departments/Activities

To what extent do the following % Responding
departments/activities contribute your
company's success, as compared to your Toalarge
competitors? Not at All Extent

or To Some Extent or

A Little ToaVey
L arge Extent

Customer service 4 11 84
Operations 6 20 75
Safety 12 19 70
Communications 14 22 63
Dispatch, road 18 24 57
Sdes 13 29 57
Maintenance 18 28 54
Support staff 16 32 52
Dispatch, city 27 22 48
Marketing 22 31 47
Human resource management 27 31 41
Codgting systems 31 31 37
Internd information systems 37 27 36
Logidics 39 27 35
Finance 34 32 34
Order processing 35 32 33
Billing 32 39 28
Electronic data interchange (EDI) 52 25 23
Generd accounting 44 37 19
Lega services 74 18 9
Industrid engineering 72 20 8
Others* 0 0 5

Listed under other: Employees, Incentive Based Compensation System, Flexibility, Trangt Times,
Van Line Support, Owner operators, Responsiveness, Recruiting Dept. for Drivers, Information
Technologies, Senior Management Team, Operations Software & Imaging, Vaue Added
Suggestions, MIS Systems.
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Exhibit V.7
Competitive Strategies and Tactics: Company Strengths

To what extent do you consider the % Responding
following as your company’s strengths
as compared to your competitors? Toalarge
Not at All Extent
or To Some Extent or
A Little ToaVery Large
Extent
Relationships with customers 2 9 88
Management 3 21 75
Drivers 7 20 73
Name recognition 13 25 61
Technica know-how 15 30 55
Company structure 24 30 45
Traller fleet 17 38 44
Communications sysems 24 32 43
Computers 29 31 39
Tractor fleet 21 41 36
Invoice and billing system 34 35 31
Terminds 41 29 29
Maintenance facilities 37 35 28
Digtribution network 45 25 27
Partnership with suppliers 43 30 26
I nter-departmenta relationships 49 26 24
The smdl sze of your company 43 37 20
Union gatus 72 7 20
The large Sze of your company 55 25 19
Equipment other than tractors and trailers 59 24 14
Rurd location 70 18 10
Patents and copyrights 94 3
Other* 0 0
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*

Lised under other: Willing to learn and change, 100% Owner/Operators, Experience of
management/supervisors, Being nor-union.
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Exhibit V.8
Competitive Strategies and Tactics: Slack Resour ces

Assume that due to some sudden development, Per cent Responding
the following circumstances have occurred.
I ndicate to what extent the output of your To Toa Toa
organization would be affected. Notat |\ o some Large Very
All Large
Extent Extent
Extent
Y our organization must operate on a 10% cost 3 13 37 34 13
reduction.
10% of the time of everyone working in your 2 12 29 36 20
organization hasto be spent on work totaly
unconnected with the tasks and responsibilities of
your organization.
Exhibit V.9
Competitive Strategies and Tactics. Equipment
TL LTL SC Al.l
Carriers
How long companies keep equipment
Mean number of years for tractors 54 6.9 7.1 59
Mean number of yearsfor trailers 95 114 13.2 104
Mean number of years for other trucks 4.4 7.2 8.2 6.0

Motor Carrier Srategies




Exhibit VI.1

Organizational Structure and Control Systems: Divison or Subsidiary

I sthis company a division or subsidiary of % Responding
another company? Al
TL LTL SC :
Carriers
No 70 76 63 70
Yes 22 20 23 22
No response 9 4 14 9
Exhibit V1.2
Organizational Structure and Control Systems. Characteristics of Parent Company
Which of the following best characterizesthe % Responding
relatedness of the companies or divisions of All
your parent company? TL LTL SC Carriers
Single busness 12 33 14 16
Related businesses 56 47 21 49
Somewhat related businesses 16 13 50 21
Related total 72 60 71 70
Unrelated businesses 7 0 7 6
Entirely unrdated businesses 10 7 7 9
Unrelated total 17 7 14 15
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Exhibit V1.3
Organizational Structure and Control Systems. Owner ship Structure of Company or Parent

Ownership structure of the company (or the

% Responding

parent company) All
TL LTL SC Carriers
Publicly traded corporation 6 19 7 8
Privately held corporation 77 72 77 76
Sole proprietorship 6 4 4 5
Partnership 2 2 9 3
Other 1 0 2 1
No response 9 4 2 7
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Exhibit V1.4

Top Management Background: Functional Background of Top Management Team

TL LTL SC Al.l
Carriers
Percent of people with the following
backgrounds on top management team *
Accounting 32% 33% 30% 32%
Finance 30% 26% 29% 29%
Management 58% 59% 58% 59%
Engineering 6% 10% 9% 7%
Human resources 23% 24% 21% 22%
Information systems 23% 23% 26% 24%
Law 8% 4% 7% 7%
Logidics 30% 27% 30% 29%
Marketing 37% 34% 28% 35%
Other 31% 30% 32% 31%
Average number of people on top management team 5.8 6.1 59 5.9
* Percentages add to more than 100% due to multiple background areas of individua team members.
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Exhibit V1.5

Organizational Structure and Control Systems. Specialization

How much do you agree or disagree
with each of the following statements

Per cent Responding

about your company? S_trongly Somewhat
Disagree .
or Neither Agree Agree
Somewhat nor Disagree Sron :)rA -
Disagree gy Ad
Employees are knowledgegble of their roles 5 8 87
related to company goals.
Different jobs require various specidized 4 10 85
ills.
Mot pogitionsin my company require 14 15 70
diginct skills.
My company has many different job titles. 25 26 49
Most employees do smilar types of work. 47 18 34
Often the decisons of the different 56 22 21
departments don't work well together.
Each department makes decisions more or 70 10 20

less on its own, without regard to other
departments.
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Exhibit V1.6
Organizational Structureand Control Systems: Decentralization

To what extent do you delegate decision Per cent Responding
making authority in each of the

following areas? Toalarge
Not at All Extent
or To Some Extent or
A Little ToaVey
L arge Extent

Hiring mid-level management personnd. 36 30 33
Altering responsibilities of lower leve 32 39 28
managers.
Changing the way your organization serves 42 36 20
its cusomerg/clients.
Making mgor changes in the way your 55 27 16
organization produces its products and/or
services
Making capitd expenditures 66 25 8
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Exhibit V1.7

Organizational Structure and Control Sysems. Formal Rules and Regulations

To what extent does your organization . .

Per cent Responding

Toalarge
Not at All Extent
or To Some Extent or
A Little ToaVey
L arge Extent
have policy and procedure manuas? 10 24 65
develop forma procedures and/or policies? 10 29 60
grictly enforce rules? 12 32 55
have written rules? 15 13 54
useformd channels of communication? 23 41 36
Exhibit V1.8
Organizational Structureand Control Systems: Levels, Chart, and Mission
TL LTL SC Al.l
Carriers
Mean number of organizational levels of the 4.3 4.7 45 4.4
company
Percent of companies with organizational 34 44 46 38
chart
Percent of companies with a written mission 35 56 54 42
Statement
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Exhibit VI.9

Organizational Structure and Control Systems. Standar dized Procedures

To what extent does your organization
coordinate activitiesthrough . . .

Per cent Responding

Toalarge
Not at All Extent
or To Some Extent or
A Little ToaVey
L arge Extent
informal communication processes amnong 6 26 67
individuas?
use of people with specific types of ills? 7 28 63
reports of performance results? 18 26 54
predetermined work schedules? 14 31 54
identification of acceptable levels of output 15 32 51
Quantity?
standard work procedures? 12 38 49
minimum quity sandards? 23 31 45
development of department goa s/'objectives 39 20 40
conggtent with the misson Satement?
widespread communication of the misson 44 23 31
Satement?
direct observation of others activities? 25 47 26
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Exhibit V1.10
Organizational Structure and Control Systems: I ntegrated M echanisms

To what extent does your organization
use each of the following to gather

Per cent Responding

information about the performance of Toalarge
your firm? Not at All Extent

or To Some Extent or

A Little ToaVey
L arge Extent

Profit centers and profit targets 19 22 58
Cost centersfor cost control 29 25 45
A comprehensive management control and 28 27 44
information system
Formal appraisa of personne 32 24 44
Budgets 33 27 40
Cost control by fixing standard costs and 36 28 34
andyzing vaiaions
Sampling and other qudity control techniques 44 32 22
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Exhibit VI.11
Organizational Structure and Control Systems:. Integrative M echanisms

To what extent are the following Per cent Responding
mechanisms used to ensure the
compatibility of decisions across Toalarge
departments? Not at All Extent

or To Some Extent or

A Little ToaVey
L arge Extent

Regularly scheduled mestings 24 26 47
Strategic planning 31 34 33
Executive directives 26 38 34
Interdepartmental committees 49 26 23
Temporary task forces 67 18 12
Bargaining among the heads of departments 53 28 17
I nterdepartmenta charges to balance the 70 20 6
impact of decisons
Liaison personnd 75 17 5

Exhibit V1.12
Organizational Structure and Control Systems. Integrative M echanisms

To what extent does your company Per cent Responding
engage in participative discussions across

different departments with regard to the Toalarge
following? Not at All Extent
or To Some Extent or
A Little ToaVey
L arge Extent
Product and service decisions 19 31 49
Long-term drategies. 28 25 46
Capitd budget decisons 41 24 35
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Managerial Perceptions. Competitive Beliefs

Exhibit VI

.1

These statements concern your own
beliefs about how to competein the

Per cent Responding

motor carrier industry. Please S_trongly _ _ Agree

indicate how much you agree or Disagree  Slightly | e Siontly or

disagree with these statements. or Disagree Agree Strongly
Disagree Agree

Serviceisthe key to success 0 0 1 5 93

Efficiency is the essence of success 0 1 2 15 81

Lowering driver turnover isthe key 0 1 3 17 79

Increasing average driver tenureis 1 1 4 15 77

important.

Comprehengve planning is essentia 1 2 6 24 65

Hiring experienced driversisamugt. 5 4 9 18 61

Providing information is becoming as 5 4 8 26 56

important a moving goods

Marketing is vita for success 5 3 10 27 55

Thereis no subgtitute for experiencein 5 6 9 28 51

thisindustry.

Andyticd techniques are very hdpful 2 3 13 31 50

A company in thisindustry should have 8 8 16 24 42

alow percentage of its costs as fixed

costs.

In thisindustry, companies are out to 20 13 22 25 19

get one another

Most customers are not willing to pay 32 21 7 24 16

for good service

Inter-modd is the wave of the future 24 12 32 19 11

All in dl, owner operators are not 54 7 20 9 9

reiable

Hexibility isnot important in this 87 6 1 2 3

indudtry.
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Exhibit VI1.2
Managerial Perceptions. Constituent Pressures

Please indicate how much you agree or Per cent Responding
disagree with these statements.

Strongly . Agree

. Slightly .
Disagree : . Slightly or
Disagre  Neither
or Agree Strongly
: e

Disagree Agree
My company experiences tremendous 3 4 11 20 61
pressure to be efficient
We are highly dependent on our 18 3 24 11 42
stakeholders.
Stakeholders demands do not conflict with 14 11 25 12 36
our company'sinternd functioning
Conforming to indugtry traditions improves 2 13 30 19 32
the image of my company
Lega pressures limit how we do business 14 6 21 27 30
in my company
We have to follow norms and vaues of the 16 10 23 25 25
industry
Stakeholders’ pressures do not affect our 27 15 19 13 24
mgor decisons
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Exhibit VI1.2 (Continued)
Managerial Perceptions. Constituent Pressures

Please indicate how much you agree or
disagree with these statements about

Per cent Responding

stakeholders and constituents. S_trongly Slightly ) Agree

Disagree : . Slightly or

Disagre  Neither
or Agree Strongly
: e

Disagree Agree
In this company, our degtiny isin our hands 4 4 5 19 66
Our gods are compatible with our 2 3 18 23 52
condituents' gods.
My company experiences pressure for 4 4 13 28 50
productivity
We have severd stakeholders 21 4 18 11 42
We often confront multiple conflicting 4 3 22 27 42
pressures
There are wdl developed norms for 10 12 18 31 27
competing in thisindustry
What other companies do in our industry 15 11 13 35 25
has a big influence on our functioning
We conform to pressures to be acceptable 17 8 31 22 20
in society.
Trade asocidions have awesk influence 30 17 17 16 19
on our industry
Our busnessislargdy influenced by forces 30 18 13 20 18
beyond our control
Our condtituents tell us what to do 33 10 28 16 10
Stakeholders' pressures thresten our 39 9 32 10 7
independence.
Overdl, the government has ardatively 81 8 3 5 1

smdl influence on our industry
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Exhibit VI1.3
Managerial Perceptions. Metaphors

Organizations are understood and Per cent Responding
described in several different ways.
For example, some executives may

think of their company asa " family’ ~ Srondly - gy _ Agree
while others may describeit asa Disagree Disgre  Neither Slightly or

" machine." How much do you agree or o Agree  Strongly
or disagree that you think of your Disagree Agree
organization asa. .

experiment 4 4 5 19 66
mechine 2 3 18 23 52
sports team 4 4 13 28 50
theater 21 4 18 11 42
bureaucracy 4 3 22 27 42
dub 5 4 13 28 40
community 15 11 13 35 25
symbol of success 10 12 18 31 27
chameleon 30 17 17 16 19
person 30 18 13 20 18
democracy 33 10 28 16 10
workshop 39 9 32 10

family 81 8 3 5 1
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Exhibit VII1.1

Top Management Background: Demogr aphics, Experience, & Education

TL LTL SC Al.l
Carriers
Demographics
Mde 94 96 91 94
Femde 6 4 7 5
Average age 49.9 49.3 47.7 49.4
Ethnicity
American Indiar/Alaskan Native 2 2 0 2
Asa/Pacific Idander 0 2 2 0
Hispanic 0 0 2 0
Black, non-Hispanic 0 0 0 0
White, non-Hispanic 96 93 95 95
Other 1 0 0 1
Experience
Average number of years of 25.8 28.0 23.9 25.8
Average number of years experience 20.1 20.6 20.0 20.2
Average number of yearsin thisjob 134 13.3 11.2 13.0
Percentage of respondents that had been 16 11 16 15
Percentage ownership of the company 36 31 30 34
Education (percentage in each category)
Some high school (grade 11 or |ess) 2 4 2
Graduated from high school or G.E.D. 15 5 12
Some college or technica training beyond high o7 320 2 8
school (1-3 years)
Graduated from college (B.A., B.S,, or other 35 3 2 35
Bachelor's degree)
Some graduate school 8 11 5 8
Graduate degree (Master’s, Ph.D., J.D., etc.) 13 11 18 14

Motor Carrier Srategies




Exhibit VI11.2
Top Management Background: Expertise

TL LTL SC Caﬁlilas
Primary area of expertise (percentage in each
category)
Accounting 14 13 13 14
Finance 5 7 7 6
Management 64 67 66 65
Enginesring 1 0 2 1
Information systems 0 0 0 0
Law 1 0 0 1
Logigtics 4 0 7 4
Marketing 6 4 2 5
Other 4 4 0 3
Professiond certifications 7 6 9 7
Exhibit VIII.3
Top Management Background: Income
TL LTL SC Ca'rA\rliIers
I ncome (percentage in each category)
$100,000 or less 45 24 25 38
$100,001 - $200,000 31 24 39 31
$200,001 - $300,000 10 17 21 13
$300,001 - $400,000 5 6 5 5
$400,001 - $500,000 3 2 2 2
$500,001 or more 2 20 2 5
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Exhibit VIII.4
Top Management Background: Income by Carrier Type
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Exhibit 1X.1
Organizational Change and Effectiveness. Per ceptions of Change

To what extent do you agree or disagree with
the following statements?

Per cent Responding

Strongly Somewhat
Disagree Neither Agree Agree
or nor Disagree or
Somewhat Strongly
Disagree Agree
Our changes are cons stent with the pursuit of our 13 26 57
misson.
Mogt of our changes are congstent with our 14 40 44
previous actions.
Change in my company is ongoing. 23 33 43
Mogt of our changes go hand in hand with our 18 40 40
previous Strategies.
Changes in our company lead usin the same 20 40 38
direction.
Most changes in my company occur gradudly. 22 42 36
We tend to make few changes a atimein my 45 34 19
company.
Changes in my company usudly take usin anew 61 28 10
direction
My company makes severd changes at the same 59 30 9
time.
When changes occur in our organization, they tend 64 25 8
to be dramatic.
We tend to make changes Smultaneoudy. 59 31 7
My company doesn't change for along period of 66 25 7
time.
Most changes in my company usudly take usin a 74 17 7

new direction.
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Exhibit 1X.2
Organizational Change and Effectiveness. Profitability

TL LTL SC All Carriers
Profitability
Survey data
Number of companies reporting 173 43 40 256
Average operdting retio for 1996 94.727% 95.125% 95.085% 94.850%
Range of responses 70-111% | 80-109.41% | 76-101% 70-111%
TTSdata
Number of companies reporting 222 54 56 332
Average operating ratio for 1996 96.945% 98.078% 96.651% 97.080%
Range of responses 80.58- 84.38- 84.98- 80.58-
184.48% 116.97% 111.89% 184.48%
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Exhibit 1X.3
Organizational Change and Effectiveness. Generic Performance Criteria

Compared to other Per cent Responding

companiesin the Neith

trucking industrythe..  Signifi- Some- V\?or; Some- Signifi-
cantly Worse what o what Better cantly
Worse Worse Better Better

Better

reputetion of your 0 0 0 0 15 47 33

company is

qudlity of your 0 0 0 5 25 46 23

organization's sarvicesis

access to resources for 0 0 3 22 27 38 8

regular operationsis

job stisfaction of most 0 1 3 15 36 37 8

employeesin your

organization is

access to resources for 1 2 6 22 29 30 10

growth and expanson is

systems and technology of 0 3 9 22 27 25 13

your company is

productivity per employee 0 0 7 19 39 28 8

in your organizaion is

effectiveness of 0 1 6 25 33 28 6

communication amnong

your organization's

ubunitsis

cost of producing your 1 2 18 23 32 19 4

organization's servicesis
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Exhibit 1 X.4
Organizational Change and Effectiveness. Experience Relativeto Industry

Below are some issues that
may be of particular relevance
in the trucking industry.

Per cent Responding

Compared to other companies  gigpnif- Some.  Neither Signifi-
in the trucking industry, are cantly Worse  what worse hat  Better cantly
your company’s experiencesin - \yorge Worse o Better Better
these areas better, worse, or Better

about the same?

Company’swillingnessto 0 0 1 5 21 40 34
accommodate specid customers

needs

On-time ddiveries 0 0 1 11 21 43 24
On-time pick-ups 0 0 0 11 22 44 22
Conggent trangt times 0 0 0 16 24 43 17
Accident rates 0 0 2 14 25 38 20
Equipment breakdowns 0 0 3 15 27 37 17
“Logging” compliance 0 1 2 21 21 40 15
Loss/damage history 1 0 3 16 28 34 18
Traffic safety rules compliance 0 0 1 20 26 38 14
Cusgtomer complaints 0 0 1 21 27 36 14
Insurance costs 0 1 4 18 29 34 14
Adherence to specid shipping 0 0 1 19 32 37 10
indructions

Ease with which drivers can 0 1 1 30 25 32 10
locate pick-up and ddlivery Stes

Fud consumption 0 1 8 39 27 20 4
Miles driven per driver 0 0 5 41 29 18 5
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Exhibit 1 X.5
Organizational Change and Effectiveness. Overall Performance

Overall, how successful is Per cent Responding
your company?
Successful very
1 2 3 4 5 6 Successful
7
Truckload 0.5% 1.8% 18% 158% 30.6% 33.4% 12.6%
L ess-than-truckload 0.0% 19% 56% 56% 25.9% 48.1% 9.3%
Speciad Commodity 0.0% 00% 18% 16.1% 26.8% 33.9% 19.6%
Ovedl 0.3% 15% 24% 142% 29.2% 35.8% 13.3%
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