
Transportation Research Record 920 73 

Direct Costs of Maintaining a Regulatory Structure: 
A Case Study of One Canadian Jurisdiction 

FRANK R. WILSON AND JOHN R. BRANDER 

The majority of research completed in North America lias· ~n diJ'ected to 
the study and analysis of the cost of truck lnwrogul11tfon tefatiYe fo the rate 
structure. Little work has been completed 'lfl the o n aly'~ of thotdiroct 
cost of regulation as it relates to carriers, shippers, giivernment.'end regula
tory bodies. The results of a study of the direct costs of mlllntoinlno'-e regu
latory structure in the for-hire sector of the trucking industry are discussed. 
The province of New Brunswick, 1 of 10 Canadian jurisdictions, was used 
for the case study. The data obtained from a series of mailed questionnaires 
were used to analyze the direct costs incurred by carriers and shippers. In 
addition, their views regarding the regulatory process were studied. The 
primary focus was on the costs incurred in making application for a motor 
carrier license in the case study area. Personal interviews were conducted in 
an effort to quantify the direct cost associated with the Motor Carrier 
Board and related government agencies. The direct cost of maintaining 
the motor carrier regulatory process in the study area did not appear to be 
of significance to shippers and carriers that have secured operating rights. 
In addition, the provincial administrative process does not appear to impose 
a financial burden on general revenues. Carriers that responded to the sur
vey heavily favored continued regulation of the for-hire trucking industry. 
General freight and specific commodity carriers were also found to be in 
favor of ensuring that rates within the province of New Brunswick remain 
unregulated. 

During the past two decades considerable research 
has been devoted to the question of the costs im
posed o.n society by the regulation of transporta
tion. The majority of this research has focused on 
the question of the deadweight welfare losses asso
ciated with value-of-service pricing and the conse
quent misallocation of traffic among competing 
modes. Felton's research (1) is an exception to 
this practice. Felton' s work focused on the costs 
to the Interstate Commerce Commission arising from 
motor carrier regulation. 

By contrast, one aspect of the cost of regulation 
that has received comparatively little attention in 
the literature is the direct cost imposed on car
riers, shippers, and government agencies by the reg
ulatory processes. Such costs are real, and yet 
they are i')idden from the broader types of research 
initiatives suggested above. For example, with in
verse ela"futicity marginal cost pricing, the direct 
costs of regulation, which are insensitive to short
run changes in output, do _not form part of the 
charged rates. Thus they are excluded from esti
mates of the costs of regulation. 

These direct costs must be estimated separately, 
and one approach to that estimation is the subject 
of this paper. A case study approach to the. problem 
has been adopted by focusing on a single Canadian 
jurisdiction--the province of New Brunswick. Never
theless, with appropriate adjustments to account for 
institutional differences, the research methodology 
developed can be adapted without difficulty to any 
other jurisdiction. 

In order to estimate the tcital costs of regula
tion to society, these direct costs must be incorpo
rated into the other analyses. The total social 
costs of regulation would then be the sum of the 
deadweight welfare lossesi the costs of the regula
tory agencyi and the direct costs of regulation to 
carriers, shippers, and other government agencies. 
Only the direct costs of regulation are addressed in 
this paper. 

REGULATORY AGENCY 

Motor carrier regulation in the province of New 
Brunswick is carried out by the New Brunswick Motor 
Carrier Board. ' I_n both intrapro\l'incial and extra
provincial tri;ieklng, regulation is limited to the 
control of en-try into the industry. Al though statu
tory authority'does exist to permit the Motor Car
rier Board to · iiifluence the rates charged by for
hire truckers, this power is not used. In practice, 
rates need only be filed with the Motor Carrier 
Board. 

The entry process is initiated by the application 
of the potential entrant, who is required to give 
formal notice of his intentions to the public. This 
requirement is met by publishing a notice in the 
Royal Gazette. Publication must be made in two suc
cessive issues at least 21 days before a hearing. 
The hearing of all applications for operating au
thority, with the exception of those for furniture 
licenses where there are no objectors, is obliga
tory. The Board is not empowered to waive a hearing 
in any other instance. The hearings are quasi
judicial in nature. 

The activities of the New Brunswick Motor Carrier 
Board for the study period are given in Table 1. 
The data reveal that the ratio of applications 
granted to applications made increased from 71 to 81 
percent over the 3-year period. During this period 
there was only a modest increase in the number of 
objections filed. Based on this information, it 
appears that the entry control process in the study 
area is not greatly restrictive. 

Hearings at which there are no objectors are in
formal in character. This is not the case where 
there are objectors. The issues addressed are the 
same as found elsewhere: service of existing car
riers, extent of the market, and the financial 
ability of the potential entrant. From statements 
given to the Law Reform Commission, apparently 
larger firms tend to object "only if the application 
poses a definite threat. On the other hand, other 
firms may appear regularly with the intent of im
pressing on the Board the limited market" (2, p. 
34). The Law Reform Commission views the role of 

• Table 1. Summery of Motor Carrier Boa.rd actMties for selected fiscal years. 

Activity 

Applications for new operating 
_authority 

Applications opposed 
Applications granted 
Other dispositions• 
Temporary operating authorities 

granted 

No. of Cases by Fiscal Year 

1977-1978 

214 

72 
154 
60 

2,070 

1978-1979 

230 

79 
179 

51 
2,115 

1979-1980 

241 

86 
195 
46 

1,880 

Notes: Data a_re from annual reports of the New Brunswick Motor Carrier Board for 
various years. 

The ratios for applications granted per applicatfon received are as follows: 
1977-1978 = 71percent,1978-1979 = 79 percent, and 1979-1980 = 81 percent. 

aOther disposHions include denied, withdrawn, or set over to a later date. 
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the objector as extremely important in proceedinqs. 
It is of the opinion that "as the Board requires 
only limited filings and as the Board relies pri
marily on the evidence presented during the hearing, 
the objectors raise relevant arguments concerning 
the carrier's financial status, capacity and the 
necessity for the service• (2, p. 34). 

Decisions of the Board - appear to be rendered 
quickly. In most instances the decision is rendered 
either at the hearing where the application is pre
sented or at the next Board meeting. 

The purpose of this paper is to estimate the 
direct costs associated with the regulation of entry 
into the New Brunswick for-hire trucking industry. 
Only the general freight and specific carriers are 
considered in the analysis. Carriers of furniture 
are excluded. 

RESEARCH METHODOLOGY 

After a review of the literature on the subject re
vealed that little research on the specific topic 
had been completed, it was dee ided to adopt a case 
study approach to the problem. New Brunswick was 
selected as the study jurisdiction, and information 
concerning the regulatory activity of carriers and 
shippers was compiled for the period 1977-1978 
through 1979-1980. Following the development of the 
survey methodology, a questionnaire was designed and 
pretested to ensure that the necessary information 
was available and could be collected with an accept
able level of reliability. The data were then col
lected, processed, and analyzed. 

Survey Development 

After discussions with both industry representatives 
and government authorities, it was determined that 
attention should be focused on four groups. The 
first was the for-hire truckers. Both private 
trucking and carriers of exempt commodities were 
excluded from the analysis. This decision was based 
on the fact that, because neither group requires 
operating authority, they are therefore not involved 
in the regulatory process. Shippers domiciled in 
the province of New Brunswick were also included in 
the analysis, as this group has a record of appear
ing before the Board on their own initiative. Con
sumer groups, however, were excluded, because they 
have not played a role (to date) in the regulatory 
process in the study area. The other groups in
cluded in the survey were the Motor Carrier Board 
and the Policy Division of the New Brunswick Depart
ment of Transportation. This latter division was 
included because it p rovides services to the Board 
and therefore incurs direct costs as a consequence 
of the existence of the regulatory process. 

Questionnaire Desiqn 

Because of resource limitations the research was 
carried out through a mail questionnaire that solic
ited details of the various costs incurred by firms 
in connection with their appearances before the New 
Brunswick Motor Carrier Board. The initial ques
tionnaires were pretested on a sample of shippers 
and carriers and then revised with the assistance of 
experienced staff of the carrier and shipper aqen
cies. The revised questionnaires were then distrib
uted to a sample of shippers and carriers. 

Sample Size and Response 

The shipper sample was drawn from the firms listed 
in the New Brunswick Manufacturers and Products Di
rectory <1>. Only firms that had 50 or more em-
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ployees were included in the sample because past 
records indicated that smaller firms would have not 
had any dealings with the Motor Carrier Board. 
Questionnaires were sent to 183 firms drawn from 
this list. Of these, 18 percent were returned--a 
return ratio generally regarded as acceptable for 
this type of survev. 

The carrier sample was based on information con
tained in the Atlantic Provinces Transportation 
Directory ( 4). This directory contains a complete 
listing of-licenses issued by the motor carrier 
boards of the four Atlantic Provinces. In addition, 
it provides a complete listing of licenses by prov
ince broken down into general freight car riers and 
specific commodity carriers. All carriers of both 
types holding a license from the New Brunswick Motor 
Carrier Board were sampled. In total, 321 question
naires were mailed to for-hire carriers. In both 
cases the return ratio was within the acceptable 
range based on the 100 percent sample population. 

Data Processing and Analysis 

Detailed analysis on the responses focused primarily 
on the direct costs of the regulatory process. 
Shipper and carrier views of the regulatory process 
were also considered. 

It appears that the sample size and investigative 
technique were adequate. Both shipper and carrier 
responses were representative of those two groups. 

DIRECT COSTS OF NEW BRUNSWICK MOTOR CARRIER 
REGULATION 

The results of the analysis of the direct costs of 
motor carrier regulation in the province of New 
Brunswick are presented in this section. The focus 
is on the most costly aspect of the regulatory pro
cess, i.e., the direct costs incurred by the car
riers themselves. The costs of seeking new operat
ing authority and objecting to the grants of such 
authority are considered separately. Data are also 
presented separately for general freight carriers 
and specific commodity carriers. Attention is 
focused on the costs incurred by shippers in the 
regulatory process in those instances where they 
appear on their own initiative. Shipper costs, 
where they appear in the role of carrier witnesses, 
are included in carrier costs. Next, the direct 
costs incurred by the government in connection with 
motor carrier regulation are considered. Finally, 
the total costs of all participants are totaled. 

Direct Requlatory Costs to Motor Carriers 

The initial step in estimating the direct regulatory 
costs to motor carriers was to focus on the number 
of appearances before the Motor Carrier Board. Data 
on appearances for the study period are given in 
Table 2 and broken down by type of appearance and 
type of carrier. 

The data in Table 2 indicate that specific com
modity carriers accounted for the largest number of 
applications during the study period. These appli
cations were ·for new operating authority and ac
counted for more than 80 percent of the applications 
in the 3-year period. By contrast, general freight 
carriers sought new operating authorities infre
quently. The roles are reversed when oppositions to 
new licenses are involved. On balance, it appears 
that general freight carriers account for more than 
three-quarters of the objections to new licenses. 
Specific commodity carriers objected infrequently. 
Such a result is to be expected intuitively, because 
any grant of specific commodity authority would have 
adverse impacts on the qeneral freight carriers. 
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Table 2. Carrier appearances before the Motor Carrier Board. 

No. of Carrier Appearances by Year 

Carrier Type 1977-1978 1978-1979 1979-1980 

Applications for new operating 
authority 

General freight 6 7 7 
Specific commodity 184 193 210 
Furniture carriers 24 ..1.Q. -1± 
Total 214 230 241 

Oppositions to new operating 
authority 

General freight 206 257 265 
Specific commodity 27 20 26 
Furniture carriers 54 ....1Q. _51_ 

Total• 288 316 344 

Note: Data are from annual reports and other sources of the New Brunswkk Motor 
Carrier Board. 

3 Columns may not add to total because of rounding. 

Table 3. Direct carrier costs of New Brunswick motor carrier regulation. 

Direct Carrier Costs($) by Year 

Carrier Type 1977-1978 1978-1979 1979-1980 

General freight carriers 
Seeking authority 2,868 5 ,131 6,202 
In role of objector 128,544 131,327 218,095 

Total 131,412 136,458 224,297 

Specific commodity carriers 
Seeking authority 148,029 143,310 221,748 
In role of objector ___8_,22i 10,220 18,226 

Total 156,723 153,530 239,974 

Both types of carrier 
Seeking authority 150,897 148,441 227,950 
In role of objector 137 ,238 141 547 236,321 

Total 288,135 289,988 464,271 

The second step in the analysis was to estimate 
the average cost per appearance by type of appear
ance and type of carrier for each year in the study 
period, The data for general freight carriers ap
pearing before the Motor Carrier Board are given in 
the table below: 

Fiscal 
Year 
1977-197B 
197B-1979 
1979-19BO 

Avg Cost for General 
Freight Carriers ($) 
Seeking New In Role of 
Authority Objec t o r 
4BO 625 
730 
BBS 

510 
B25 

The data for specific commodity carriers appearing 
before the Motor Carrier Board are as follows: 

Fiscal 
Year 
1977-197B 
197B-1979 
1979-19BO 

Avg Cost for Specific 
Commodity Carriers ($) 
Seeking New In Role of 
Authority Objector 

930 320 
B40 

1,275 
510 
710 

Data were collected on a variety of cost cateqories 
in the study, but in the interests of brevity only 
the total costs per appearance are presented. At 
the disaggregate level, the overwhelming proportion 
of the costs were related to legal fees and the 
costs of witnesses. 
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General freight motor carriers incurred costs of 
between $4BO and $8B5/appearance before the New 
Brunswick Motor Carrier Board. The costs were 
higher for specific commodity carriers, ranging from 
$930 to $1,275. In the first year for which data 
were available, the objecting role was the more ex
pensive element. It appears that the average ap
pearance costs of both activities are increasing 
more rapidly than inflationi therefore, the real 
cost is rising • 

A similar approach was used to assess the cost to 
specific commodity carriers. Carriers were asked to 
list their regulatory costs by type of cost for each 
year of the study period. These costs were then 
aggregated; the data are presented in the above in
text table. As in the previous case, the greatest 
proportion of the cost is accounted for by legal and 
witness costs. The data suqgest that the specific 
commodity carriers spend considerably more money in 
seeking new authority than they do in objecting to 
other applications. As before, although a defini
tive statement is not possible, it does appear that 
the real cost per appearance for this category of 
motor carrier is increasing. 

The direct cost to each type of carrier of the 
motor carrier regulatory process is found by combin
ing the data in Table 2 with the data in the in-text 
tables on costs to general and specific commodity 
carriers. These direct cost estimates are given in 
Table 3. The results given in the table are pre
dictable from the previous discussion. General 
freight carrier direct costs are mostly incurred in 
the role of objector. Specific commodity carrier 
costs are mostly incurred when seeking new operating 
authority. The latter group tends to incur more 
direct cost than the former, although over the study 
period the gap narrowed considerably. For the first 
2 years of the study period the combined direct 
regulatory costs were virtually constant. They in
creased sharply in the final year. The data suggest 
that this was because of increased activity in seek
ing new authority on the part of the specific com
modity group matched by increased opposition from 
the general freight carriers. 

A study completed for the Economic Council of 
Canada in connection with the Regulation Reference 
by Bonsor ( 5) estimated the direct cost of regula
tion for ea;h of the Canadian provinces for the year 
1977-197B. By using a different methodology, this 
study estimated that in that year the New Brunswick 
direct costs were $163, 000, with lower and upper 
bounds of $122,000 and $240,000. The present study 
estimates that, for the same year, the direct regu
latory costs were $28B,135. The present estimate 
is, then, about 20 percent above Bonsor's upper 
bound. A brief discussion of these disparate re
sults is necessary. 

First, the Bonsor estimate is based on the per
ceived costs of regulation on carriers as a percent
age of their gross operating revenues. The result
ing percentage is then multiplied by the Statistics 
Canada estimate of carrier revenue to obtain esti
mates of direct regulatory costs. (Note that Bonsor 
made an adjustment to total revenues by assuming 
that 15 percent of the published fiqure was ac
counted for by nonregulated movements. The current 
approach builds from average appearance costs from 
the carriers and the actual appearances before the 
Board.) 

Second, the Economic Council study sampled only 
40 firms in the Maritime Provinces, and received 12 
responses from New Brunswick. The current investi
gation focused on carriers with New Brunswick oper
ating rights, regardless of the location of their 
head office. 
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Table 4. Annual Motor Carrier Board revenue and expenditure. 

Annual Motor Carrier Board Expenses($) 

Revenue and Expenditure 1977-1978 1978-1979 1979-1980 

Carrier plate for revenue 272,800 393,900 388,400 
Expenditures 

Other acts 40,000 40,000 40,000 
Motor carrier activities 137 ,300 143,300 154,600 

Total 177,300 183,300 194,600 

Excess of revenue 135,500 250,600 233,800 

Note: Data were provided by the New Brunswick Motor Carrier Board, 

Finally, the Council's study resulted in 8 of the 
12 responses coming from class ! carriers. The sam
ple response in this study is more widely distrib
uted and thus more representative of the industry. 
On balance, the current approach--building from the 
bottom with checks in the form of number of appear
ances as provided by the Motor Carrier Board-
appears to be preferable. The Bonsor estimates 
understate the direct costs of motor carrier regula
tion in New Brunswick. 

Direct Costs of Regulation to Shippers 

Shippers become involved in the regulatory process 
in one of two ways: on behalf of a carrier appli
cant as an objector or in support of a carrier, or 
on their own initiative_ Costs of the former ac
tivity are borne by the carrier in question because 
the shipper appears as the carrier's witness. These 
costs are therefore included in the estimates of 
carrier costs presented earlier. It is the cost of 
the latter activity, where the shipper appears on 
his own behest, that is of interest here. In this 
case, the shipper bears hi s own costs. Their inclu
sion in the analysis, therefore, does not involve 
any double counting of expenses. 

Shipper direct costs of appearing before the New 
Brunswick Motor Carrier Board amounted to $200/ap
pearance in 1977-1978. These increased to $250/ap
pearance in the following year, and were the same in 
the final year of the study. 

On the basis of the data available, shippers ap
pear only infrequently on their own initiative. In 
1977-1978, for example, New Brunswick shippers ap
peared on their own volition once in New Brunswick 
and five times elsewhere. The 1978-1979 data are 
identical with those of 1977-1978. In the final 
year of this study shippers appeared before the New 
Brunswick Motor Carrier Board on three occasions, 
and made five appearances elsewhere in Canada. 
Shipper activity in this role, although not substan
tial, does result in direct costs. These costs must 
be included in the direct costs of regulation. The 
shipper direct regulatory costs per appearance on 
their own initiative before the New Brunswick Motor 
Carrier Board were determined to be $200 in 1977-
1978, $250 in 1978-1979, and $750 in 1979-1980. 
Total shipper direct costs are minor when compareil 
with total carrier costs. 

Nevertheless, such costs must be included for an 
accurate estimate of the direct costs of regula
tion. The fact that they are smal 1 in the case of 
this jurisdiction does not mean that they can be 
generalized. 

nirect Costs of Regulation to Government 

The final aspect of direct costs considered was the 
cost incurred by the government in maintaining regu
lation. Two aspects of these costs were identi
fied. The first cost incurred by government depart-
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ments was in the provision of services to the regu
latory agency. The other component is the direct 
cost of operating the regulatory body. 

With respect to the former item, there are a 
variety of costs that exist. Among them are the 
costs of enforcing the Motor Carrier Regulations, 
including the prosecution of violations. It has not 
been possible, due to the reliability of the data 
base, to make these cost separations. One service 
provided to the Board that could be readily identi
fied and cost related to the Policy Division of the 
New Brunswick Department of Transportation is the 
maintenance of several computerized files for use by 
the Board. Information provided by that government 
branch indicated that the annual cost of providing 
this information was on the order of $1, 200. This 
amount must be added to the other direct costs esti
mated above. 

The final cost element identified was the costs 
of operating the New Brunswick Motor Carrier Board 
itself. A summary of the direct costs associated 
with maintaining the regulating agency is qiven in 
Table 4. 

The data in Table 4 reveal not only the direct 
cost of operating the Motor Carrier Board but also 
the subsidy to other activities of government im
plicit in the fact that the Board was in a surplus 
position in all 3 years of the study period. There 
is some question as to whether the direct costs of 
operating the Board or the carrier plate fee revenue 
should be the relevant cost incorporated into the 
analysis. On balance, it appears best to employ the 
latter, for this is the escapable cost. It is es
capable in the sense that this is the cost burden 
that would be removed from carriers should a de
cision be made to move to a deregulated environ
ment. For the initial year of the study, the direct 
costs of this component were $272,800. The total 
increased substantially to $393,900 in the following 
year because of an increase in plate fees. In the 
final year of the study this cost component amounted 
to $388,405. . 

Total Direct Costs of Regulation 

The total direct costs of regulation are the sum of 
the cost elements discussed. That is, total direct 
cost of regulation comprises the direct regulatory 
costs of motor carriers, shippers, and the two 
government sectors. These costs are given in sum
mary form in the table below: 

Group 
Motor carriers 
Shippers 
Government 
Total 

Total Direct Regulatory Costs ($) 
for New Brunswick by Year 
1977-1978 1978-1979 1979-1980 
288,135 289,990 464,270 

200 250 750 
274,025 395,110 389 , 625 
562,360 685,350 854,645 

During the study period the total direct cost of 
the regulatory structure in New Brunswick rose from 
$562,000 to about $855,000, an increase of 7 per
cent. In the aggregate, however, they remain rela
tively small. In the first year of the study, for 
example, these direct costs of regulation amounted 
to less than one-half of 1 percent of the revenues 
earned by for-hire truckers in New Brunswick. 

SUMMARY AND CONCLUSIONS 

A frequently neglected aspect of the costs of regu
lation--the direct costs of maintaining the regu
latory structure--was examined in this paper. A 
case study approach to the problem was adopted, and 
the Canadian province of New Brunswick was chosen as 
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the jurisdiction of investigation. Entry into the 
motor carrier industry in New Brunswick is con
trolled, although rates are not. The relevant costs 
are those associated with entry control. Both a 
survey and a questionnaire were developed, pre
tested, and sent to a sample of shippers and car
riers. 

The study revealed that the two types of carriers 
have differing roles in the regulatory process. The 
specific commodity carriers are generally concerned 
with acquiring new operating authority, whereas gen
eral freight carriers are mainly involved in object
ing to new applications. Costs for each type of 
carrier for each type of activity were developed. 
Overall, costs ranged from $288,000 to $464,000 
during the study period. These are higher than one 
other available estimate for this Canadian jurisdic
tion, but the approach taken in this study, being 
disaggregated in nature, provides more accurate cost 
estimates. 

The study also revealed that, in New Brunswick, 
the shipper plays only a minor role when acting on 
his own behest. The shipper more often appears in 
support of a carrier. Costs to the government due 
to this process are more than offset by motor car
rier plate fee revenues: therefore, carriers are, in 
effect, carrying more than the entire public cost 
burden of the regulation. 

Total direct costs of maintaining the regulatory 
structure in New Brunswick ranged from $562, 000 to 
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$855,000 during the study period. In the aggregate, 
this total cost amounts to less than one-half of l 
percent of revenues earned by for-hire truckers in 
the jurisdiction. 
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