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Abstract:
This study evaluated whether the 1971 amendment of the Montana Motor Carrier Act, to regulate
livestock motor carriers for hire, was the result of motor carriers' remitting to state government
financial resources conditional to becoming regulated and remaining regulated. This was accomplished
by establishing whether two criteria of the economic theory or regulation existed. The criteria were that
quid pro quo will characterize the regulatory process, and the regulatory process will be reasonably
effective in achieving the ends established by the quid pro quo.

Analysis of the regulatory law indicated the existence of quid pro quo. The statute specified
mechanisms to fix rates and restrict entry, the primary sources of gain to the carriers, while also
specifying the compensatory fees required of motor carriers for continued regulation.

The regulatory process was found to be reasonably effective in fixing rates. Uniform rates were
effected by the regulatory statute's legitimizing the Montana Livestock Tariff Bureau.

The regulatory process was effective in erecting entry barriers to the extent that a fixed number of
operating licenses were agreed to by carriers and government. Yet, rates of entry and exit have
remained relatively high due to the ineffective implementation of statutory provisions to cancel
certificates of operating authority when public need and necessity diminishes.

The reasons for this ineffective aspect of regulation, may, in fact further support the economic theory.
As certificate cancellation is costly, the Public Service Commission will not implement this mechanism
if not economical. Prices in the regulatory contract may not equilibrate marginal costs to Public Service
Commission arid marginal value to motor carriers. Thus, ineffectiveness may be the result of market
imperfection and not the absence of economic exchange. 
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