Decision Xo.

BEFORE TEE RAIIROAD COMMISSION OF THE STXTE OF CALIFORNIA

In the MNatier of the Suspension by the )
Commission on its own motion of Item No. )
175 eppearing Iin PACIFIC MOTOR TRANSPORT )
COMPANY Local Express Teriff X-C, C.R.C. ) Case No. 3233.
No. 6, naming rates on Commodities, Gen-~ )
eral Spocials, bDetween Los Angeles and )
points dn the Imperial Valley. )

C. W. Coxrzell and A. Burton Mason, for Pacific
Motor Trensport Company.

Reginanld L. Vaughaxr, for Motor Freight Terminsl
Company.

H. J. Bischorf, for Motor Sexvice Express.

Edwerd Stexxm, for Railway Express Agency, Incor-
porated, interested party.

WEITSELL, Commissionexr:

QPINION

This is a proceeding instituted by the Commission on
its o motion to determine the propriety of a rate of 45 cents
published in Item 175 of Pacific Motor Transport Company Local
Express Tapift No._ 1-C, C.R.C. No. 6, $0 epPply on "comdities,
General Speclels™ ,. transported detween Los Lngelevs"énd Niland,
Celipatris, Wesftxioreland, Brawley, Impei-ial, Il Centro, Eolt=-
ville, Calexico and intermediate ;points. The rate was proposed
t0 become elffective April 24, 1932, dut was suspended upPOn Pro-
test of competing common carriers alleging thet it was wnreasona=

bdle, mon-compensatory and otherwise wnlewfule

!
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Public hearings were held at Los Angeles Mgy 10, 11,

26 and 27 and July 6 and 7, 1932, followed .by oral argument
ALugust 6 defore the Commission en banc, on which latter date the
matier was subdmitted.

T™e rate was protested dy the Motor Freight Terminsl
Compary, whick likewise oporates between Los Angeles and the Im-
périal VYalley points heretofoxe enumezeated and by the Motor Serv-
ice Exprecss operating between I1os Angel'es and COachelia Valley
pdin.ts._ The Coachella Valley is intermedimte to Los Lngeles and
the Imperiel Velley. "

Throughout this decision rates are stated inm cents per
200 pounds. A l1ist of the items imecluded iz the descriptiox
sConmodities, Gemeral Specials™ 1s conteined on pegesi=A to 4=E
inclusive of the teriff. It includes substantially all articles
of commerce moving detween the pointes involved.

Ix March 1931 respoxdonts pﬁblished a rate of 58 cents
applying on sudbstantially the same commodities and between the
same points as the 4S-cent rate here Involved. As in the instant
proceeding the reduction was protested and the rate suspended pond-

ing ax investigatiom. Before a decision had been remdered in the

zatter "t:he suspended rate was withdrawn. The 45~cent rate was

thexeupon publizhed.

The 45-cent rate includes & pickup and delivery service.
AT the time it was esteblished the tariff provided that an a.llow;-
ance of 2% cents wounld be made if shipments were delivered to,
picked up at, or delivered to and picked wup at zesppndents' de~.
pots. The tariff was subseguently amended to provide for @ al-
lowence of S5 coents 1if shipments were Gelivered to, and a like ale-
lowance if picked uvp =t, the depot.

Iz order to expedite its service respondent Pacific
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¥otor Transport Compeny in Maxch 1832 substituted for fhe freight
cars theretofore opexrated three daggage cars whick 1t transports
on passenger trains. This emadbles it to make first morning de~
Livery and thus %0 compete with the ‘otizer carriers operating ix
this terxitory. | |

| Respondents publish ciass rates of £1.13, 96, 79 end
88 cents (first, second, third and fourth classes respectively)
botween LoS Angeles and Holtville end Calexico. ILower rates are
Taintained at the intermediste points. These Tates ere governoed
by Monroets Freight Classification C.R.C. XNo. 7, or the current
Testern Classificetion. Monroe's Classification lists over 10,000
erticles of commezce and imcludes those ox which the suspended
rete applios. Respondents' class rates, as well as a-large pume
Yor of specific commoldity i:ates, will be entirely mullified 1L
the rate here under suspension is permitted 1o go into effect.
Thus & single rate having xo regard for the wolume of the move~
me:it or the ch&racterisﬁics of the commodity shipped, not only
would dreek gown the xate structure now in effect hetween the :
roints directly affected but also detweex points beyond Los An-
geles end the Imperial Valley. |

The c¢lass rates of the Southern Pacific Company between

Los Angeleé and the Imperial Valley points (except in mmcos
where the Pacific Motor Tremsport Compeny's rates spply as max-
irme) have beex In effect since 1923, 'L'he:} are basel upon the
scale of rates proscribed dy the Interstate Commerce Commission
for applicatior between Arizona and Califorzia in Docket 14999,
Arizona Corporetion COnniissicn vs. Arizona Eastern Rallroad, 113

I.C.C. 52, and were pudblished as a coxpromise adjusizent following
ovr decision in Board of Supexvisors of Imperial County vs. South-

ern Pecific Cou, 22 C.R.C. 93. I San Fedro Chamber of Comrorce
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YSe LaTe& S.FRY., 4 C.R.C. J4L, we prescrideld the Docket 14999

cless rates tor application between Los A.:iseles Harbor snd pointe
eest of Los Angeles. Thus there is 2 strong presuption Of reas~
or..&bleneés attached to vhe presenut class rates of the Southern
Pacific Company between Los Angelec axd the Imperial Valley. If
ther the Southerxn Paciic depot~to-Lepot ratos are regsonadle, it
st obviously follow that the proposed rates of the Transport
Company, SO materially lower than the Southern Pacific rates for
the same or a greater service, are less than reasonadle,

| Responlents made no effort o zhow ﬁhat shiyments mov~
ing under the suspendel rate would beer their full share of the
cost of the service dut contended that the rate would secure ad-
de&t:aﬁ'ic 120t pow moving over their liges and weas fully Justi-
‘Lied 1T 1t dore slightly more thean the fuwiX amount of the =dded
cost. They baséd thelr case largely on Exhibit i\ro. 2, whick is

& compilation showing the ifference im cost between transporting
the present toniage i freight end in baggege cers and extending

these Zigures for verying tonmsges which it is hoped might be &é—
- veloped. The fzllacy of this theory is well illustrated dy pro-

tostants' Exhidbit No. 21, wherein the procedure has been reversed
by goin@;' from the more expencive to the less expénsive serwice
and shovc;ing thet wnder this method an amownt in excess of the to-
: tal cost night be saved. " |
Recpondent®s District Froight Lgent at ZL Cextro testi-
£ied that he has persosslly interviemod between 400 apd 500 ship-
pers and receivers of frelight located throughout the Imperial
Telley, aod That it was bis conclusion dased on’ these interviews
that respondents had Iocst o substential amount of tonnsage bécam
of & rate disadvantege. EHe found that shipmentis were zoveld. by
wregulated carmiers at rates renging from 15 to 85 cents. Ee
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further concluded that the proposed rate, coupled with an improve

el service, would secure g subdbstaxtlal gmowmnt of tonnage. This
was corrohorated by respondents? City Froight Lzont at Los .éngeles.

From the testimory or‘shippe@r witnessesz calle& both by
:r:espondem:é and by prote;stants it appears that the proposed rate
will zot attract an appm'cia‘ble volure of shipments moving Iz sub-
stenticl gquantities but that it would bBe used for hewlingswall
lots or wrenr other means of transportaetion were xot readily svsil-
adle. Seversl of them shipping high grade coumedities testified
that they wonld mwse the rate, but upum Iwrther examination admit-
ted that they would likewise ship viam responfents' lines 1f a subd-
stantislly higher rate were estebliched. o

Protestexts Likewise canvasszed a large number of shippers
end receivers of freight, including many of those {aterviewed By i‘e—
spondents. To & large extent thelr testimony was comtradletory to
that o0 respondents’ witnessez. It seems clear from this recorﬁ
however that the prépo:ed rate iz too high to &ttract = large am-
ot of traffic mov:t.ngv in substantiel quaxtities; that it iz lower
thex necessery 30 move cexrtain high grade comodities, and that 1t
will secxme L1ittle traffic that is nmot mow moving via respondexts!
limes or viz the linos of prolestanis. To what extent respondentst
revenue would be reluced dy the applicatiox of the proposed ::a.té |
to the traffic it now hauls the record does not show.

Respondents heve the inkerent right to inaugurate rates
to meet.competition over which they have no control so long as the
rates estadlished are not so low as %o durdex other tralffic or to
threaten the extinction of legitimste competitioxr. The record i=
not convineling however that the propoesed rates would not de & dur~
den or other %traffic mor that thoy would de successful ix meeting
the competition of the unregulated carriers, which mow hundle ap-
proxirately 904 of the tonnage from and o the points involved at
rates meterielly lower than the proposed rate. On the other hend It
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1z stroagly contenfed thet they would impair mot only the service
~of the protestents but would threaten the financlal existence of.
e Motor Freight Terminal Company.

Respondents prodably have kuowledge of the precisze methe
ods of operation employed dy the unregulated carriers, the genoral
description of which, as shown In the record, raises a grave doudt
as 1o thelr legal status. I they are iz fact common carriers op-
ereting detween fixed termind and over & regular route without have-
ing obtair;ed certificates of public convenfence and necessity, Tos-
pordents should lay the matter defoxe the COmission. rather then
attempt to divert the traffic by estedlishing sudmormel retes which
will disrupt long estedblished rate structures. The conclusion is
wescapable thﬁt 1f respondents were successful in sugnenting thelr
tonnege, the dbulk thereof would be taken from protestants, Provie
ded of course that they did =0t elect to meet the ?educed rate. .

In xy opinion respondents have :t;iled to_justify." ‘the-.
pi*oposed rate. The Commission should require its cancellation.

I recommend the Tollowing form of order:

OQRDER

This case having been duly heard and aubmit’ced, full
investie;atio:i of the matters snd things iavolved having Yeen. had,
axd besing this order or the findings of Lfact axnd the conclusions
conteined in the preceding opinion,

IT IS EEREBY ORDERED thet respondents Pacific Motor
Transport Compeny, Southern Pacific Compaxy, Pacific Ilectric
Reilwey Company ani Holton Inter-Urbax Reilway Company, be and -
thej are heredby ondered ané ‘mected to cancel on or bYefore Sep-
tember 5, 1932, om mot less than ome day's notice %o the Commis-

gion and to the public Item 175 of Pacific Motor Transport Company
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Tocel Expreszg Tariff l-C, C.R.C. No. 6.

For all other purposes the effective date of this order
shell be twenty (20) days from tho dzte hereof.

The foregoing opinion and order are heredy approved wmd
ordered filed as the opinion snd oxder of the Railroad Commissicn
of the State of Californic. v

Dated at San Francisco, Celifornia, this . day

ittt

L. ooy
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I discent.

There are involved in this case the Southern Pacific

and Paciflc Motor Transport, which are really ore, two certificated
truck companies and a multitude of unregulated truck opemtdrs

some of whom may be legally operating as contract carriers but the
majority of whom are in all probability operating illegally.

The reilroad caupery and the certificated truck COm
panies are compelled to meintain their service, their schedq‘_.;.'g;j:
and thelir rates whether they have nothing, little or much 'toﬂ‘
¢carry. The unregulated carriers come and go as they pleasc;
car::y what they please and change thelir rates as they pl'ease.
Tnder this .sezt-u.p~ it hes come about that the unregulated carriers
-are transporting 90% of the tonnage at rates, of course, much
less than the superannuated rates of the railroad company which
had thelir oxigin in 1923.

The respondent has improved its service to the point
where it is prodbably more convenient and desiradle than that of
the caupeting unregulated trucks. It now desires t0 make rates
which in 1ts Judgnent will gain back scane of the tonnage which
it has loszt €0 them.

The main opinion questioxns this judgment and takes the
position that the rates are not low enough to gain back the los?t
business and in the seme breath declares thet they must be less
than reasonable because they are materially lower than rates
estadblished in 1923.

Froam the evidence in this case it camo? be said that
the proposed rates would be a burden on other traffic,

We heave here a highly competitive condition. The
companies under the Jurisdietion of this Coxmission have lost
practically all of their business. Whet they have left is hardly




“worth righting for. The respondent dy giving Improved sexvice end
greatly reducing its rates, hopes to get back soume of its lost
business. Certainly thls is all to the public's advantago.

The Commission should, in such a case &s this, extend
to the re@latod carriers all the Ireodom of action which the
law permits. Even then the respondent will be at a tremendous
@isedventage &S a rogulated carrier iz an unregulated field.
It is better that it should suffer in using its own Jjudgment
than thet it shuld be strangled dy the imposing of oxders by

this Commission which would deny to it the right To meet existing
competition. .
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I, also, dissent from the order-suspending permanently

The proposed 45-cent rate for Los Angeles-Imperial Valley traffic.

Striking changes taking place In the £ield of trans-
porvation make former methods of tfansportation, rate levels and
Tave forms large}y obsolete and out of harmony with present-~day
conditions. Ninety per cent of the business between Los Angeles
and Imperial Valley has been taken over by imregulated trucké.
The rail carrier ond its subsidiary have improved their service
ané now propose (a) to reduce substantlally their rate level and
(%) to change radically their form of rate, in an offort o Te-
gain some part of thls busimess.

This they should be permitited to do.

IS the proposed rate 1s not low enough to attract the
business, presumably the management will reduce 1t further or
abandon the effort. If, by lowered rates, the business is se~
cwred in any comsiderable volume, other traffic will not be
burdened by suck reduced rates.

As ﬁo the forn of rate proposed breaking down the rail-
road's rate structure, the answer is that this structure Is
crumhling'under the stress of present-day competifion, and pudblic
authority should not prevent management Ifrom recognizing actuality
and turning to a type of rate calculated to draw the traffic now
novirg In startlingly large volume by other means of transporta-
tion.

W/,

'éVCOmmissioner.




