Decislion No. X,CZZ

SEFCRE TED RAIIRCAD CCLIIISSION OF THE

- - -

Raclfic Rice Growers Association.
Complainant,
vs.

“he iftchisorn, Topeke & Senta Fe Rellway Co.,
Chowchille Racific Reilway Company,

Los ingeles & Salt Loke Rallroad Company,
Jorthawestorn Pacific Railroad Compary,
Sierra Railway Company of Cellfornis.
Secramento Forthwrn Relilroed Compaxny,
Soutnexn Racific Company.

Tonopan & Qidewater Reilwroad Company,
Jestern Peclflic Rellroed Commany,

Contral Californis Trection Comvany,
Qaxland & ‘xtiock Rallway,

CASE T0. 1432.

Cldewater Southkern Rellway Conmpany,
Colifornia Navigation & Improvement Co..
Celifornlia Trensportation Compeny,
Formers Transportation Compeny,

Icland Transportation Compaxny,
Seuritzen Trensportation Company,
Sacremente Transportatiorn Company,

Defendants.
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?ooenborg Zros. & Compeny, & corveration,
Crowoxrs Rico Lllllirg Compaxny, & corporation,
Globe CGrain & lllling Company.a corporation,
Jational Rice Lillls, o corooration

Orlental Trodling Cormoratlon. = cornoration

Paclfic Trading Company, & cormoxatlon,

D. C. Ja.ok_ing, J._.Juo.e;o and A.J.ielean,
coparirers &oing business uxder the firm
name and style of ?aci”ic Rice Iills,

C.Z.Grosjean, dolng dbucsinecs gt C.o.GrooJGan
Rico illling Company,

I.J.2rendenstein, lanfred Brazster and
ddward Srencten., coparvnexrs doling wHuslness
unae* vae Zlrm name ond style o

« Brandensteln & COMnany

u.G.mcMamara end C.2.keNamexs, copariners
doing dusiness unae* vhe Lirm neme and
gtyle of lNatomae MIllling Compary.

S. M. 2aillips, . D. Greaoz axd L. Phillipe.
copuartrners delirg w s;neo: wader vhe Xirm neme
and gtyle of I Znillins & COmpamy.

R. Zerikowa, Q. Iixows, R. Zepake, F.J.lorigef
snd X. Pogasakl, coveriners oomg busliness
wnder the £irm name and styie of
Unlon Rice ille,

Z. Iwoakerml ard X. Sewede, coperiners doing
business under vho firm name and sStyle of

CASZ NO. 1437.

Iwaonl & Co.,

Complainants,
vs.

Sowthern Dacific cOmouny a corporavion.
The Aitehison, Topeke & Senba Fe Rellwey Compexny,
& corpoxation, :
Wostern 2aciflc aa;lroao Coxpeny,
8 ¢corvoration,
Sen Francieco-Secramento Rallrosd Commeny,
a coxporation,
Secramento Aortnorn Reliroad Company,
& corporstion,
Central Celliformde Tractlion Company,
& corvoreatlion,

Defendants.
* X " * * " *
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Jgokx S. Burckmore, for Pacific Rice Growers Losociation,
Comnlalinant, _
Altkzon,CGlensor,Clewe & Van Dina by E.7.Glensor and
Melvrin Z. Ven Dine; snd 2ishop & 3ehier,lrefflic “anageru.
Loxr Rog enoerg Bros. & Compary.
Complalnante,
Slmer Westliske end Freonxk 2. Lustin, for Southexrn Pecific
Gomna.ny De-eno.a.n‘a, '
G. Z. . Baker, for Ltchison,Topeks & ta Te Rellway Company,
Defendanu,
Zeller,Powors a Zrymen snd Charles R. Detrick, for
uucramento Joxrshern Rallrood,
Josse E. Stolnhart snd J. d. Goldberg. for Sen Froncisco-
Secremento ?ai;road
Senboxn & Roerl, by E.EX.Saxborn, Lor Segeramento Transportetlion
Company, Farmer Cransportation Company and
Californiz Trensportetion Comperny, interveners.
nheodore Earte, for Testera DPacific Railroad cornpany.

IOVZIAXD, COLZISSIONER:

The above entlitled cases were consoclidated for hearing
and declelon.
Iz Cose Yo. 1432, Pecific Rice Growere' Lssoclation mede
e complaint that the Ltchison,lopeie & Sexte Fe Reilway Compeny.et al
accord snalagous commodities rates substantially lower than are
accoxded rice to and from the zame wpoints within the State of
Coliforris and that defendentz accord to graln adventages, suck &z

mlliing. cleaning, storing and bulking. or otherwise itreating in-

trensit privileges, which are donled to rice exd rice nrodumets.

Compleinants furtaer allege that the present rates on

rlce and rice products are in and of thoemzelves unjust,unreasonable

gnd discriminetory exd mnduly preiundiciel to tre xice growers and
producers of Californis snd that seid growers and producers have




boen ceriously injured and will continwo to bhe zeriously sffecteld
untll thae causas foxr such injuries ls removed.

Compleinents conclude with & reguest that tThiz Cormisslion
establlsh a reasonsble mlileage scale of rates on peddy rice and
rice vroductz and slso demend wransit vyrivileges on these commodities,

such as milling, clesnling, Storing and bulking or oltherwisSe treeting

in trensit from proeducing volntls o coxnsuming ypoints In Californie.
guch mlleage rates to s¢t as maxima in the future for vhe transport-
gtion of paddy xlce and rice produmets betweon points within the
Stete of Californis. |

In Cese No. 1437, Rosexberg Zros. & Compeny, et 8l., make
complalnt agalnst Southern Pocific Company. et al. alleging trat
seld deferdants maintein cexrload rates on graln within the State of
Celifornia relatively lowexr then or paddy rice and +that they. tre
complalnante, have been and contizme to be seriously injured by these
wminst, wnreasonable and dlscrimiratory rates. |

Public hetxrings having been held on lugust 9th and 10tk
end September 2nd, 3xd and 4th,1920 and final briefs naving been

racelved November 29,1920, theSe casas are now ready for decislon.
Compialirens in Case No. 1432, Pecific Rice Growers’
Assoclation, is =z cooperative, nom-profit assoclation, being con-

ducted Lor the protectior and welfare gererally of 1ts members. The

membershipy of the assocletion renresertc sbout three-fourthe of the

ecreaga devoted to rice in the State.
Complalinants In Case No. 1437 are rice millers, operating

mille, the testimory showed., at San Franclsco, Secramernto, Toodland,
Gridley, Coluse, Biggs axnd Chlco.




The xice growing territory iz the State of Califomi&
pey be described generally as the Sacramentio Valley, veginming
&t a polnt o short distance north and west of Sacramente and ex-
tending as far north as Gerber, & small section near Redding end
also In the San Joaguin Velley in the vicinlty of Dos Pelos, ladere,
Sen Joagquin and Temose.

In 1918 there wore planted to rice 145,000 scres;
in 1919, 155000, and in 1920, 175000 aecre=.

The commodity In guestlior in this proceeding is that of
paddy rlice, which 1s waole rice In aull as It 1s sold by the grower
to the miller. The avexage producilon ver acre of rice Ls approx-
imetely 3.000 mounds sxd in 1919 there were produced in Californis
3,500,000 bags of peddy rice, approximetely 100 pounds per bag.
Rlce is harvecsted during a period, roughly speaking. of elgﬁt'weeks,
Feglmming generally in Octoder. The marketing sesson rwns about
five montas, beginning In October. Rice it gexerally purchased
fxom the growers by the millexs clther Z.o.b. at polint of origim,
or £.0.b. at millirg voint. Tre »price pald to the grower depezds
in some degrees tpon the Zreight rates applicablefrpm the producing
terxitory Yo the mill. In nost Instances the miller peys the
froight. There rice is purchased £.0.b. milling point, freight
it deducted from the purchase orlica. ~ Zhe eviderce skbowed that
85% of the rice grown in the State of Californis it shipved ouwtside
the Stete and but 15 1o consumed loecally. (Trans.308)

In 1915-1916 the velue of rice was shown %o be Lfroxz

%1.50 to {1.75 per 1CO pomwnds.  iccording o tho testimony, rice,

In 1919 cterted in somewhere sbout $5+25 £0 i5.50 In the ecxly




operations end then worked wy o = legitinmate price of svout

$7.00 or $7.25 and weder subsequent excitement it ran as high

as §8.00. EHowever, thls witnese tectified inet the Lighest

o o

price he pald was $7.65. (Trens.294)

Compleinents in Case 1432 ellege thet tho rotes in
offect oz rice and rTive Profucts are per ce urrensonsble, aile-
crimingtory and unduly prefudlciel end recuest the Cormission
10 establish & reasonable mileagze scale.

It is well established +that distance is always a factor
taken into comsideration in determining either the reasonableness
0L o rate by 1tself oxr its rolstlicr to rates to other polints, bdut
it 1s equally well settled trot distance slone fe not controlling.
Competitlion is aleo an importent elemert and there are variouws
otzer conditlions, all of walek muwst be taken inte account in deter-
nining whether & particular rose or a eystem of retes is, as a
zatter of law, reasonadle cud xmot dilsexriminatory. In the entire
texzitory where rice is grown. grein glso 4is grown In gbundance and
these areas lle oz either tide of the Secramento River, walch Is
zavigeble the entire length of tke rice growizg territory and keen
competitlon prevails vetweern rail and weter trazsportation at pointe
where rall snd water meet ard a% points convonlently near both rail
and water stetions.

Inasmuch & the routes between produeing points and some
of the further distemt. millling wointe are served by ﬁiaely @ivergont
transportatlion lines, both rail and water, over more or less clx-
cullous routes, chows cleexly “he impractleability of epplying a
mlleage scale. ze roules are roasonadbly direct. while othars
are clrenitous end, therefore. molnts only a fow miles gpexrt ir the

keaxt of such territory, oze point located on ore line and another




located on a dlfferent lire would, oy anplying s mileage scele,
create widely &ifferent rates to tkhe taze miiling centers. 4
nmilcage scale would slso resuly In s gemeral conflict with the
long and skord haul proviéion of the Cozmetlitutlion. There was
2o testlmony given In support of ¢ mileage scale of rates.

The Commlission Ze of the opinion that & mileage Scale
of rates could not bo consiructed that would be ressonsblo and
non=dlscxriminatory and, therefore, thisg vnart of tkhe complaintis
dicnissed.

Complelnents Ln Cosec Ho. 1432 are s£1so seeking.milling-
in-trenslt privileges for rice on %the clefm <hes thare is & dis-
crimination by reason of +the Zaoct “het 2llling~in-trensit is
permitiod in conmectlon with grein at certain volnts wlithin the

Stete of Celifornla. SZe evlidence, however, Ls destituite o any

Showing of diseriminetion or prejudice as boitween +he xllls mara~

Tecturing the flour and the mille wkere rice L1t cleaned. It was
oY chowx that there was any Simlilexrity of +the conditions walch
induced carxiers to accord nilling In transit 4o graln as compared
with the conditiors nrevailing 2r the noarzeting of rice. Tke
vostlmony showed trhat during the Teridd oL the war, with the lines
operated muder wallied control, the Liminlsiretlon ordersd cerriers
vo ostablish milling-in-transit on graln, snparently more ac & war
measure taan as an edjustment of o vraensportatlion situation.
Complalnante offered considerable testinony regarding
nilling-in-transit in Touisioza and Toxes end referred to +he
casoes adjudliceted by the Intersiate Commerce Comxmiseion, but the

cases referxed to ware %tkoce inm whieh the c¢cerriers had voluntarlily




octablished milling~in~transit privileges srd hed subsegquently
cancelled these vrivileges, waereupon the rice growers complained
end, 2Xter s hoaring, +the Irterstate Commerce Commissiorn oxrdered
the carriers Yo restore the privileges thoy had previously
voluntarily accorded.

Milling-in-transit of cormodities is a Speclal arrange-
nmont which may be esteblished oy tie carrloxs just the same sc
They nay underteke to accept cubnormel rates 4o meet water com-.
vetltion, and this Commissior would hesttate to ectabliskh tre
pracvice unless It were wmroven thalt %he nilling in transit was
necelsery in order Yo remove & discrimination existing between
dilfferent shinpers of the saxe commod ivy. A8 neretofore stated,
85% of the rice growz in Colifornis moves to points outside of <he
State. Taere lc mow nmo milling-im-trancit privileges accorded
rice at any polnt in Celiformie and, therefore, +here is o dis~
criminetion as between the rice mille Lnm this State. Tze clainm
that there is dixect axd sctive competition hotwoern rice and ite
products and gralz exd its products LS not Substantlated by the

testimony or the exnibits. The zlice millers in Celifornise,

especialiy those at tideweter, zre opposed 1o the transit privileges

velng gronted, on the gromnds that they would disturb the comoercial
relationsnlp now exicting and impair the value of %he 2lll propexty.

I am of the opinicn that 2o justificetion or recessity hss
been snovm for the milling in trensit of ries aeving locally within
Celifornis, nor would eny %enefit be dorived Trox <“he practice., and
tals paxt of Cese To. 1432 will be alsmissed.

Tko complalnants in Case Fo. 1437, who are rice nillerxs.




ellegad tzat the rates on paddy rice zre unjust, uwnresasonsble and
dizerininatory lnzolar as vhey exceed the ratec contemporaneounsly
in effoect on graln.

Lot us analyze the rates on grain sppliceble withln the
Svato of Californis and walch zre used as the basis for comparison
in tals case. ‘

The tostimony skhowed that the original grain retes Iin
Callifarnlia wexe established more than forty years ago and many
of the present rates (without considering the gemeral incresse in
rates brougn about by Director Gemeral of Rallroad’s Geonersal Order
No. 28 end the increate authorized by thic Commistion's Decision

Yo. 7983) were Still Ln effect in defondante’ teriffs whon tze

increases authorized in General Order Xo0.28 and our Decision Jo.

7982 were applied.

Drior o the counstruction of the raiiroads, the
Sacramento River and iis triﬁu:aries were covered with.innnmera%le
water craft, conducting the oaly systematic transpﬁrtation sexvice
for freight then In oxistence. The nistorical facts brougat out
In the testimony are, briefly, as follows:

The first railroad constructed In the Secramento Valley

was the Coxmtral Pacifle, which opersted a short dlistance out of
Roseville in Jwne,l869, reaching Chlce in July,l87Q end Red Slufe

in Decoenbex,l871. Oz the west sido of the Sacrsmente River a rail

lino was constructed noxtih {rom Toodland, reachning Williams in

July,1876. L line north of Orlard commenced operations in July,

1882; the same yeax tals lline was completed to Tekama, where 1t




commected with the rail line on the east clide of the Sccramento
2iver. DPrior Vo tze esteblichment of these rail lines the
population oL the Sacramento Volley depended entirely on rivex
trensportatior. Thon the reilroed lines embered this territory
it was the occaslon for the commoncement of a rate war between
rall carriers on the one hand end the water carrlers or the other
tnprecedented in the nistory of western transportation. The e2fe0t
of tzece rate wars Is stlll reflected In the present dey frelght
retes. Jater carriers, in oxder to gain sxn advantage, cubsldized
lines of toams operating out of Czico and Red 3luvff which hauled
frelght between river points and mountain towns as far east as
Susanville axd &S fer north as Leke View and Silvexr Ieke,Oregon.

The principel commoedily growa in the texrritoxry thus
served wag grain. '

Qae rall carriers purchased stesmers snd entered iInto

competition witn the established water carrlers and the established

water carriers uxndertoox To bdulld railroads. Dotz the rail ard weter
carriers estadvliched w;rehousea. Duxring vaece ploneer asctivities

, vhe testimony showe, "everybody got & rgba‘ae", horce thaere was no
foxtheor use Zor high r'a.fes in Choelr teriffs, so the rebates wexe
dlscontinved snd tho Lrelght rates reducod accordingly. In tke
garly 80's tﬁe raeve on grain from Czlco to Roxt Costa aznd Son
Trencisco was $6.00 & ton. Tris was gradually decreased during

the rate ware wntlil Lt reached. $2.50 & tom. The rate from Coluse

0 Roxrt Coste and San Erancisco; also Secramento by one of tre

ver carrlexs docreased from y 3.50 & ton to the low level of $1.50

a ton. It was eleo saown that in 1893 or 1894 competlitlion became




in Californis ras beer constant since 1%z begloning. It was szowz
(Drens.564) thet in *the Sscramento Valley Ln 1912 throre were planted.

4o rice 1400 seres; ir 1913, 6000 acres; in 1914, 15000 acres, in

1915, 29000 sacrez; 1916, 72000 weres; 1918, 120000 acres; 1919, 140000 -

ecres and iz 1920, 170000 azcres. The Same estified that

thexre le& zow about 2,000,000 screc of grain planted in Califoxnlsa, of

waicz coout 1,000,000 acres are in +the Sseramoxto Valley (Trens.543),
end Lt wos alsé showz thav the $ield ver acre of wheav Iin Californlis
ig ghout 10 czacke, or 1400 pouxnds, and trhe yleld of bari;y Der agre
iz 20 sceke, or about 2000 pourds, as compared with 35 sacks of rice
par acre, welghing avout 3500 vouwnds (Trans.561). It was chowm that
t2e Talne of wheat rose fxrom 80 cents nexr 100 péunds In 1897 4o tke
nelghboriood of $4.00 ir 1519 {Txexs.294), while rice ranged 1z price
Iz 1915 and llelfrom $1.50 %o $1.75 per-hundrea vomnds snd In 1919
et Zigh g $8.00 poxr hundred (Trons.294). It Lz thus octabliched
voat rice is comparailively of nigher vaelue than greln and that the
scregge Ix the Sacramento Velley of rice to graln L3 about 1 to 6.
Zowever, we alto heve the coxzditlion thet vhe rice Ixéustry is
conzveantly Irereasing Iir megrivude, dut at the sape Time It i1z not
expocted o over reack the volwre of graln. Ree =gy be produced
on lond that wae trhexetolore of no practical valuwe for any othoer
PUTPASE.

Rice rates In the £irst lnstance were establlzhed by
the caxriorc at tho raguest of Vze rice growaexs and the ratecs %hen
esteblickced were undoudtedly considered ressonable and sccentable

to the zhlippers. Ir the beglaning, the testimony olfexed by the




defendent saowed rice raies wore based wpon 150% of the grain
retes, bdbut subsoqment korizontal porcoztoge increases hove resultel
in Increacing tho differontlel end widenirg the reletlionship be-
tween grain rates exd rice rates uxiil the rice rates are now
righer than thoy probablj would have been rad sdjustments been

made vy any othexr method thaz & horizonial increase.

Since the estadlis ament of the rice retes thore have
boen Twe geNOrsl Incregses in all freight rates. The Director
Goneral oX Reilroads by kls General Order No. 28, effectlte
Juxe 25, 1918, autnorized o koriczoatal lncrease of 257 over all

rates Ir effect or ey 25, 1918, and %the Interstato Commerce

Commlicslon by Ats orxder in Zx Porte No.74 authorized an additional

25% norizomtal increase on all interstate rates, offective

fugust 26, 1920, end this Commiscion, by its Decision [0.7983 on
Applicatlion Xo.5728, rendered lIugust 17,1928, suthorized lzerssses
on Intrastate retec in harmony with the rates authorized dy tho
Federxal Commission.

Toe questlon of whether or not the present roletlionship
of tho rates botween grains, suck as wheet and bexley as compared
with peddy rice are uwnjustly diseriminatoxry. is one ¢f fact and

st be determined upon counsideration of all the clrcumstances and
conditions, Including the Interests of the carriers, the rice
growers, ho mlillers and the corcumers.

In arriving at the recsonsbleness of rsites for &
Selected commedity, commarisons with retes in effect on comparable
commoditles ore entitled to mmehr consideratiorn. L2 heretofore

steted, paddy rice rales nave twice been increased by 25%, thus




grostly wldening the differontial of 150% originelly oxlsting betwesn
The wheat-barley rates and those apnlying to paddy rice. Complalin-

S are contending for the Same raves onm both commodities, but in
view of Sho alstory of the gralin rotes I ax not convinced thset thie
adjustment zhowld be made.

I i spprarent from & consideration of the evidence,exnibits
and briefs that had the rea&justment 02 all rates,made necesssxy by
the wox,veen carelfully siudled and incresses based upor ressonable-
no38 per sSe, tne paddy rlice rates would heve roeceived e different
edjustmert. Peddy rice Lo ocasily hexdled and comparatively heavy,
wihickh results In The heoavy loadling of cars, and on sccount of its
loherent charscier 1s not suscepiible to damage, especially by weter,
10 tho same extont as grain.

In our Decisior No. 7983, supra, tals Comﬁission followed
the actlion of the Interstate Commerce Cormission, their ex parte 74,
and granted to carriers incroasos in frelght rates to meot the man-
date of Congress set Lforth in the Zscr~Cummirgs 2ill, known as
“ransportation Act 1920, wkich provided that rates be prescribed
producing epproximately 6% return %o carriers. Our action wes not
based upon the reasonablensss ver se of any raves Involved and in
our decislion tne following lsxuzusge was used:
"This proceeding will ve kept oven for the yurpose of
-consldexring adjustments of ragtes and all spprovriate
netters whlch mey be proverly brouzht before the
Commizssion.”
Teking 1l of %ue foregoing matters into consideration, I
conclude that the rates on paddy rice,carleads,betwoen polints within
tho Stete of Californie are unlust and unreasonable 10 the extent that

they exceed rates based or 125% of the rates established Ingeat 26,

1920, spplyicg to whole grein, viz: wheat, rye, oats, barley and

corn.  Delonfants wlil, at the same time, remove certelr uriwmst

diseriningvlions now appearing In tre tariffe. !




Q22E

Toe Pacific Rice Growers? assoclatlion, complainents in

Cose Noe1432, and Rosenberg Brothers & Compeny, et al., complain-

ants in Cese N041437, heving filed complainis against the Atchison,
Topexs & Santa Fe Rellway Comveny es al., among other taings sl -
loging that milling-in-trensit drivilegos should be sccorded 1o
28ddy rice; thet & mileego scele o2 coxmodivy rates should be ege
tablished for the transportation of vaddy rice and thet the rates
generally for the transvortation of reddy rice aro mnjust, wn ~
reasoneble, discrimiratory ani uﬁauly vrojudicial, = regular near=
ing haviny vocn held,

Toe Railrosd Comnmisslon £inds as a Tact that tto vpresent
rates on vaddy rice, in carlosds, beiween roints within tke State
of Californis ore oxcessive, unjust ard unressonsble snd tha< Jast,
roasonebdble, nondiscriminatory end nonpre fudlcial rates on peddy
rice In cerloed quantities are 125 per cemt of the rates extabiished
Lvgust 26, 1920, eprlying to whaole gZrsins, viz: wheat, rye, oats,

bariey end cora in fhe fariffy 0f earriors, dofontants ta these two

procoodings.

ID IS ©IREEY ORDSEED thet that rart of the compleint in
Case [oel&l2 for an order esieblishing millinmg=in-transit and &
miloage scalo of commodity rates Zor veddy rice'be, 2nd Vhe same is
aereby dismissed.

IT IS ZER33Y FURTETR ORDIRID thet the defondants according
as they particivate in %he rrocecdlings be, and they ere hereby
notified and recumired to desist on or before January 20, 1921, enid
therealter Yo avstein Sfrom naintaining the unrensonadlo retes Lownd

to bo oxisting by the Preceding opinion.




T IS SERE3Y FURTEER ORDTED that defendants sccording as
taey varticipate in theseo nrocoedings e and thoy arc reredy
notified and required to establish on or before January 20, 1921,

in *he menner vrescribded by the rules of thils Commission, thae

rates on caddy rice, carlosds, besed on 125 per ceal of “ze

ratey esiediished iugust 28, 1920, applying to whole grains,

viz: wheat, rye, oats, barley and cora.

IT IS EERESY FURTEER ORDERED thet iz computing rates aut
orized nerein, Iractions will be ireated o5 Lollows:

wheré’rates ore shated in amounts per 200 pounds, or eny
other unit, ZSrections of less thap ome fourtk of a cant will %o
omitted; Zractions of one fourti  of a ceat,or greater, but
1ess %hex “tkhrec fourths of a cent, will be steted as one helf
cent: fractions of three Sourths of & cat, or greater, will De
incresased to the next whole cent.

Tae foregoing opinion an& order sxe heredy spproved and
ordered £{led e3 ihe opirion ami order of tie Ruilroed Commission

of the State of Czliforzie.

Deted at Sen Framcisco, Celifornia, tris 4 &ss' of

v




