Decislon XNo. 25955 .

BEFOZE TEE RATLROAD COMMISSION OF THE STATE OF CALIFCRNIA

CEAMBERLIN STEAMSEIR COMPANY,

CERISTENSON-ZAMMCND LINE,

LOS ANGELIS~SAN FRANCISCO NAVIGATION
COMPANTY,

L0S ANGELES STEAMSEIP CCLPANY,

LUCKENBACE STEAMSEIP COLPANY,

WeCORMICK STEAMSHIP COMPANY,

NELSON STEAMSEIP COMPANY, and

PACIFIC STIAMSHIP COMPANY,

Complainents, Case No. 3332.

¥S.

SAN DIEGO-SAN FRANCISCO STEAMSHIP
COMPANTY,

L0S ANGELES-LONG BEACH. DESPATCH LiINE,

SOUTE COAST STRZAMSHIP COMPANY, ard

SUDDEN STRAMSEIP LINE,

Defendants.
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Tra S. Lillick erd Joseph J. Geary, ror complainants.

John C. Scott and Wm. Gisslexr, Jr., for Loz Angeles-
Long Beach Despatch Line, defendant. .

G. Z. Basker, for Soutk Coast Steamshlp Company and San
Diego-San Francisco Steemship Coxpany, defendants.

Frenk X. Chendler, for Armstrorg Cork Company, Congo=
leum=Narn, Inc., Sloane-Bleabon Corporatiom, Certaim-
teed Products Corporation, EL Rey Products Coxpeny,
Pioneer Paper Company and Johns-lenville corporation.

rawin G. Wilcox, for Qakland Chamber of Cormerce.

c. S. Comnolly, Xor Carretion Company of Californie zand
Albers Bros. Milling Company.

¢. S. Bootk, for Cglifornisz Truck Company, Inc., Pioneer
mmick end Trenster Compeny of Los Angeles, and sStar

Truck and Transfer Coupuny.
A. W. Brown, ror Parsffine Companics, Inc.
Charlez A. Bland, Tor Boexd of Haxrbor Commissioners of

Long Beach.
E. L. Lincoln, for Fibreboard Products, Inc.

SEAVEY, Commissionexr:
QPIXYIOKN
Complainants cnd defendents arc oommon carriers engaged
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im %he transportation of property by vessel between San Framcisco,

Oakland end other points in Central Califdrnia on the one hand,
and Los Angeles Hardor, Long Beach and San Diego on the other.l
Complainants allege that the rates meintained by defendants are
unreascnably low and otherwise unlawfwl, in violation of the Pub-
1ic Utilities Act. They ask that the Commission exercise the au-
thority conferred upon it by Section 32(¢) of the Actz and 4issue
suck orders 8s may be necessery to bring about uniformity and sta-
pility at reasonable and lewful retes. Complainenis camtend that
the rates maintained by them &are reasonable and suggest that the
defendants be required to increase their rates to that baéia.
Public hearings wore held at Sen Francisco February 15,
16, 2%, 24, March 8, 28, 29 and 30, 1953, at which numerous par-

ties intervened.s e matter was submlitted on bdriefs. A nunber

. A pumber of them also majintain joint rates to and from Los Angel-
es snd other inland points om rail snd truck lines with which they
connect.

The smended complaint adds the Island Transportation Compaly as
a Gefendent. Eosever, no testimony wes introduced as 1o it. Through-
out this decision the term "defendants" will therefore embrace only

the four limes origimally named.

section 32{c¢) of the Pudblic Utilitles Act reads:

nThe Commission shell have power snd it shall be 1ts duty, upox
a hearing, hed upon its own moiion Or upoR compleint, to determine
the Xind and cheracter of facilities and the extent of the opera-
tion thereof, necessary o reasonably and adequately mect public re-
quirements for service furniched oy common carriers between any two
or wore points, snd to fix and determine the just, reasonable and
sufficient retes for such service gnd whenever two Or mOré common
carriers are furnishing service in competition with each other the
commission shell have power, aIter hearing hed upon complaint or
upon its motionm, when necessaxy for the preservation of adequate
sepvice and when pudblic interest demands, %0 prescribe uniform
rates, * * * rules, reguletions and practices to be charged, coOl=-
lected and observed by all suck coumon carriers.™ :

$ They are: AImsiTrong Cork Compery, Congoleum-NaIn, Inc., Slosre-
Blabon Corporation, Cente in-teed Products Corporation, ELl Rey Prod-
uets company, Ploneex Paper Company, Jomns-Manvillo Corporation,
Oakland Chambex oI Commerce, carnation Company of Califoranila, Al-

pers Broc. Milling Company, california Truck Company, Inc., Pioneer
Truck and Transfer Company of Los angeles,
company, rarafiine Companies, Inc., and Boaxrd o2
ers of ~ong 3Beecl.

Star Truck end “ransfer
Harbor Commission-
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of tke interveners allege that both coxpleinants® and defendants?
rates on roofing materials and Tloor covering.mré unduly prejudi-
cial end discriminatory. '

Complainants operate 56 vessels having a total velue in
excess of $15,000,000, and maintain facilities and equipment at
Celifornia ports worth aprproximetely $250,000. The Los Angeles~
Sen Trencisco Nevigation Company's vessels are wooden steam schoon-—
ers operating between San Frenclsco and LOs Angeles Earbor oz &
sehedule of from 36 to 40 hours. Those of the other complainarts
are of steel construction. Certain of them require the same run-
ning time, while others are faster. The fastest vessels meke the

trip in 22 to 26 hours. Complainants' salllings aggregate approx-
imately 18 round trips per week. |

mefondante 000l OPBIATE OLG TR0dER Yessel of tho steem

seheoreT type ranging from I79 to 653 net tomx.4 =xcept Toxr the

South Coast Steamship Company, which ealls at Monterey, Sarn Simeon
and Port San Luis and for that reason tekes 15 or 20 hours longer,
thelr average sailing time detween San Francisco and Los ;ngelq;‘

Ferbor or Long Beach is substantially the same as that of the slow=-

er of compleinants' vessels. Iach of the Jefendants makes one

rouwrd twip per week.
couplainants are members of the Pacific Coastwise Confer-

ence, tirough whose tarify bureau they pudblish uniform rates, rules

& The Sen Diego-San Fraucisco Steamship Company operates the Steam-
er Cottoneva, purchesed by Eberkart Stahlbaum in 1832 for §$2000 and
chartered to the Steamshin Compeny for $25 pexr day. The Los Angeles-
Long Beach Despatck Line operates the J. 2. Stetson under charter

at & fee of %750 per month. The South Coast Steamship Compeny and
the Suddern Line respectively own and operate the Steamer Daisy and
the Steamer Chehalis. The Steamor Dalsy wes punchesed about three
years ago by a ixr. Walsh for $15,000. It stonds in the name of the
Steamsnin Company, alihough there is ro recoxd of that cowpany ever
peving or promising to pay for it. The Steamer Chehalis 1s 31 Yyears
0ld and has always been owred by members of the Sudden family.




and regulstions. The defendants do not belong to the Conference,
22d 40 not meintain uriform rates. However the rules and regulaw
tions of both complainants and defendants cre largely similar.

The first Teriff Bureau of the Conference was establishe
ed in 1925. Trom that time until 1931 there was little Iriction
smong the coastwise carriers. On February 28, 1831, the Los ingeles—
Tozg Beach Despatch Line inaugurated service to and from Long Beach
et retes substantially lower ther those maintained by the Conference
Lines.s mhe advent of the Los Angeles-Long Beach Despateh Line was
followed ir turn by tkhe South Coest Stemship' Compeny, the San Diego-
‘San Froncisco Steamship Company and the Sudden Steamsklp Livoe. Tkhe
South Coast Steemship Compeny, relyiag ou & statement of the owner
of the Los Angeles-Long Beack Despaick Line that the latter compa~-

% 2y was xaking momey, adepted in the main the rates oI thet line and
in certain imstences mede further reductlons. The Sar Diego-San
Fesreisco Steamship Company based its rates largely wpon the Dre-
vailing rates of both these lines. The Sudden Steanshiy Line
adopted the Sen Dlego-Sun Francisco 3teamship Company teriff al-
rost iz its entirety. ‘

Ir addition to the lower published rates of these defend—
arts, the Los Angeles=Lorg Eeach Despatck Line attracted tornage to

its vessels by various aevices.e’ Ar. arrangerent wheredby business

These rates were substartially the same as those publisked aboutl
a menth previously by the Chamberilin Steamship Compeny for applica=-
ticn betweer San rrancisco and Loc Angeles Haxbor, ard were lower
the= the Conference rates to Los Angeles by approximately the amount
of the =zil rates betwecn Loz Angeles Harbor and Los Angeles. The
Chomberlin Steamship Coxpany subsequently joined tre Conference and
incressed its retes to the Confercnce basls.

w41liem Gissler, Jr., owaer ¢ the Los Angeles~Long Beach Despatch
Line, also opercted what was kuown &s the North Pacific Steamship
Ccompeny. Tbis line did not £1le teriffs with the Commissioxn mor
recognize its reguiatory authority. TFreight was cerried orn the same
vessel, the mein difference beirg that when off-tariff rates were
charged, yellow manifests neaded ™North Pacific Steamship Company™
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was atiracted 70 the South Coast Steamsihlp Compeny is described in
the Commissionts Decision No. 2553C of May 8, 1933, In the Matter

of the Investigation of the South Coast Steamship Comnany et a1.7

The San Diego=Scn Frencisco Steamship Company is cwaed by Roif end
Eberhaxrt Stahlbeum, who are respectively its Laneger and Captain.
Eberbary Staklbaum is also engaged In the sale of pioduce waich
Zoves oveﬁ: that line.

| A% the present time cosstwise shipring is in a very un-
healtﬁy and demoralized condltion, as are other forms 0 transpore
;aticm. fhe various lines are opcrating at little or no profit.
fheir credit has fallen to a point where they are unable to obtain
¢capital to procure new stips. Tonnage has decreased and rate struc—
turéé.haio been disrupted. Traflic is divertoed from one line to
another by means of cul rates and other devices. This not only af-
fects the lines themselves dut produces unceftainty'amang shippers
and forces them to seek cheapexr transporiation even thouch the reas-
onableness of the rates they are paylng is znot questioned. For ex-
ample, barley moved freely from San Franclsco to Los ingeles at &
rate 0Of il cents urtil s coxpeting shinper obtained an off=-texriff
rate oL @ cents from one of dérendants. zéear this differential
thé éhipper vaylng 11 cents could not compete ard was finally fore=-
ed to discontirue shipping av that rate. The testimony indicetes
that the uncertvalnty among shippers regarding the rates pald by

their competitors is frequently more disturbing than the voluxe of

were emploved, whereas ILrelght carriced at tariff raltes wes skhown on
white manifests of the Los Angeles~Long Beack Despatehk Line. 4
practice of receipting freight bills 0 offget claims was exten-
sively resorted %o, and there is some indication of opex rebativg.
While this 1c zmot a penalty proceeding, reference Is made to these
practices to show the nature of the competitlon then existing.

7 Brisfly the South Coast Steamship Company, by the device of us-
inz a so=called freight forwarding compsny, accorded to less than
carlosd shippers of camed goods rates lower than those contained
in i{ts lewfully pubiished tariffs.
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the rutes.

There can de nc question of the dire need for stabiliza-
tion of the rates of these competing carriefs.e How or on what
vasis that is to be accoxplished 1s a more difficult prodblem.

Complainants contend that they are ready snd adble to
serve the shipping public at Just and reasonable rates, thafrthéir
presect rate struciure is in fact greatly depressed becsuse of the
competition of the defendants' lines, and that continued competi-
tion of this nature will result in ruination of coasiwise shipping.

Doth thelir tonnage snd the revenue per on therefron have fallex

off at an alarming rute.g Thoy concede that the total tonrege evail-
able for movement between Central and Southern Californls has decxoas=
ed since 1929 and that other forms of ccmpetition heve forced rate
reductions, but point out that defendants transported approximately
96,000 tons during 1832, asn average of close %o S00 tons per trip.
Their own vessels freguently caxTied dut a few tous, and in ore in-
stance oaly 300 pounds. Qccasions are cited on which San Francﬂéqo
was ondtteq entirely as a port of call because of lack of tonnagee.

Tn 1928 the‘Nelson Steamship Company operated four vessels pex week
vetween Southern and Central california, in 1829 shree, in 1830 two,
fx 1971 less ther two, and In 1932 but one. Thls reduction“in sail-
2ngs was Likewise the result of lack of tonnage.

s counsel for several of the defendants, while interrogating one
of complainants' witnesses, propovnded the following question: YOI
eoumse you believe, as all of us GO, that there chould be stabllity
in the rate structure?”  Transcxipt, D. 224.

[}
Incomplete figures show gross tonnage for complainant lines of

428,313 tons in 1929, the pesk yeaxr, 384,135 tons in 1930, 326,189
tons in 1931, azd dut 236,588 ton:s in 1632. The average revenue
per ton of the Ios Angeles Steamship Company for the years 1927 to
1932 inclusive was $8.41, $€.06, £7.82, $7.52, $7.03 and $5.66 re-
spectively. Tor the Nelson Steamship Company fox the years 12292 to
1932 inclusive 1t was $4.30, $4.20, $3.97 and $%.55 per ton re-

spectively.
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On six carload comrodities actually transported Lrom
April 8, 1931, to December 31, 1932, complainants claim they suf-
ferei a net loss In revenue of $158,424.43 due to reductions in
rates whick tkey were forced to make to meet the competition of
the defendan?t lines. The figure represents the difference be-—
tween the charges collected on the tommage actually moved and
those thet would have resulted had the rates in effect prior to
4pril 8, 1931, deen applied. '
‘The mtés‘mmta Ined by defendsnts sre frequently higher
In one direction than in the other; certain of them are also high-
er to and Ifrom Cakland and other Zast Bay points than to or from
Saen Frencisco. Zhose of the San Diego-Sun Frencisco Stesmship
Company &nd the Sudden Steamship Line are in meny instences the
eme to Sen-Diego as to Lon.g Beach and Los A.ngelec Harbor. This
complainents attack as unduly prejudicial axd prererential
Compleinants deny that defendants have developexd any
eppreciable amount of zew traffic and insist strozgly that the
-tonpage defendents did move was taken from them through an unfair
advaztage. They point out that in certain instences their ves—
sels are ¢f the same syve and speed &s tho; ¢ mainteined by the
delendants and weee teat there is no reg o§1 why tle rates oi‘ all
corpeting carriors should not be om a umf;)rm basis.
Deferdarts argue that they hove 3111 equal right to this

tmfric and that Yecsuse of higher insuran%.e costs, less freguent

3
::a{ilings and slowes vesaels they should oef permitted to compete

-J

at lower rates. Trey point out that thoe % tercoestal lines and

lines opareting to and from North Pue LficuCOast porss permit Low-
‘Y

er rates for slower eni less L”requent ger gice and that at ome

time the “‘a‘ceu of the c,oz""erencu Lines th.:mselves were soO construce

tede




Defendanis do not caoncede that their rates are unduly
low or otkherwise unlawful but contend that those of the Conference
Line are In many Insiances too high end that they are not rroperly
adJusted as petween Los Augeles, Los Angéles Harvor and Sarn Diego
and as beiween carload aﬁd less then carload commodities. They
are epprehensive that unything the Commission might do to staﬁil-
;ze conditions would resxlt in & Lixed or frozen rate smctﬁre.

The record is contradictory as to the cost of insurance.
However, 1f the Insurance rate on cargd carrield on defendants®
vessels 1s higher tkean when caxrried by complaizants the teriff may
provide that the difference de sbsorbed.

‘ Caxrgo 1s moving more snd more orn a price basis, and even
8 very small difrerexce in +{ransportation costs will attract traf-
fic to the lower-rated l;nes.lo Complainants with their numerous
ships end frequent sailings still carry the bulk of the tomge;
but the record 1s convincing that their proportion will be‘mater—

lally reduced i1ir the Present rate s;:ruc'cu::e rrevalls.

Llthouzh defendants have & minimum investment and overe
head and procwe mierial and labor at very low priees,ll o ot
them surlfered substantial losses for 1932, one?mctly broke even,
while the fourth showed & profit of $2,249.45. In 1931 this line
showed a loss of $5,343.61. The line operating at a profit in
1932 snd the ome which exactly droke even are the ones that oper—
ate under charter. Under such cmditions it is obvioﬁs that any

material increase in charter hire, labor or materials must bhe re-

10 4 witness testified that he could not pay 5 ceats a ton more
10 have his barley move over oue l;Lne as ageinst another.

13 For example, fuel oil, which represents approximxtely ome third
of defendants' operating expenses, ¢osts less than one half of what
it did ten years 8go.
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flected in the rate siructure 1f service is to be continued. Con-

plainents on the other hand have been opersting for some time and

have fourd it necessary o0 vuild up their equipment and overhead

surticiently to enable them TO hendle the tonnage'ofrered in more

prosperous times. certairly it is mot in the pudblic Interesd 1o

heve permanent transportation agencies erippled or destroyed be-

cause new companies, by taking full advantage of tezporsry condi-

ticns, can for a time offer shippers reduced rates.

pefendants' vessels, while still serviceadble, are from

16 to 31 years old and are rapidly approaching obsolescence. A -

modern and permanent sieamer service 1s in the public interest and

4is entitled to sn eguality in ratves. I older vessels can compete

or. an even basic they of course have the inherent right to <o 80,

but 1t is hardly competibdble withvmodern progress to permit them

to undermine established lines Dy means of a rate advantage. Fluce
tuation in the volume Of availadle tonnage will comtinue, and de~
rendants unless they fail ta equlp themselves t0 serve properly

ju times of plenty, will de in the same position a&s complainazis

now are whenever thelr volume decreases.

The Comrission under this record should rind that public

interest requires that the rates of these compwting carriers de

)
mintained on & unilform basis.l” What this basis should be cannod

ve determined on this record. On the whole both compla {nants and

detendants are In dire need of addliticpal xeveonue, but this alone

1s not justification for an order of this Commission requiring de=

fencants to increase their rates %o the level of those maintained

12 .For the purpose of this decision Long Seach and Los Angeles
Earbor are considered as one port. '
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by complainants. Aside from the fact that complainants are make-
ing little or no profit and in many oases &re operating at sub-
stantiel losses, they have not shown that their rates are proper.
Many of them no doubt arc, dbut on this record 1t would be extremo=
ly arbitrary to regquire defendants to raise their rates to the
stendard set by complainants. Various forms of land transportae
tion Turnish substential competition, snd it may welk be thét ine
creases, however siight, would in merny instances divert the traf-
fiec from the water limes or sitifle 1ts moverent.

Tnder the conditions now obtaining, compia ﬁnants, it
they so desire, should e permitted to reduce their rates to the
level of thosc maintained by defemdants, or if delendants' rates
are higher than complainants®, they ix turn should be permitted
the same privilege. Stability should be assured by the relusal
of the Commission to perxit further reducticns unless a showing
1s made that such reductions are necessary to meet ihe require-—
renis of shippers or to sllow complainants and detendants to meet
tae competition of other forms of transportation. Competitive
conditions other than those created by the water lines themselives
will in the mein sffect the different water carriers to the same
éxtent and should de ireated uniformly.

This brings us to tio interveners' allegation that the
prates on roofing materisls snd floor covering are unduly prejudi-
¢ial and discriminatory. Comple insnts msintain a rate of 40 cents
per 100 pounds, minimum 40,000 pounds, between San Frauclsco Bay
points and Los Angeles Zarbor on aspimlt base Telt caxrpeting and
rugs, linolewn and other a:‘cicles; in s{trs.ish.t or mixed carloads,
They also publish & rate oI 17 cents, minimey 30,000 pounds, be=
tween the same points oz roofing and bullding materizl as descrid-

od in the tariff, in straight or mixed cerloads. The roofing and
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builéing materisl description ircludes floor covsring asphalted

(printed or umprinted). Certain of the defexdants rublisk a rate
of 30 cents, minimum 40,000 pounds, and 40 cents l.c.l. on liro~
leum and srticles grouped therewith, and 18 cents, nimixum 30,000
sounds (14 cents frox sud o San Frenclisco only) on roofing and
duilding materiel, including floor covering. Corresponding rates
aie also published to other points, dut these will suffice to illus~
trate the adjustment. | |

Tn neither cass is the quantity of floor covering that
may be shipped with roofing and building meterial at the lower rate
restricted. Thus by combining with a carlead of linoleum one Toll
of roofing the lower roofing rate is made applicable. Interveners’
Exnivit No. 23 shows the #alue of floor overiug ﬁo ve gpproximately
four times that of prepered roofing. This 1s manifestly su improp-—
er method of rate pudblicetion. The caxriors shouid e required to
romove the discriminatory adjfustment by restricting their respect-
ive roofing and duilding materiel items so as to include not to ex-
ceed 154 of floox coveﬁing at the rooling and d»ullldicg mgterial rate.

The following form of order is recomrended:

CIDER

= = R T~

mis matter having beon duly heerd and submitted,

T TS TEREEY CRDERED that complainants be and they axe
reredy authorized on or before July 1, 1833, on not less then five
days' rotice to the Commlssion end the publiec, to reduce thelr |
rates to the level of those soncurrently msintained by the defond-
ants.

TT T¢ UEREBY FURTEER ORDERED that defendants be end taey

are hereby authorized on or before july 1, 1933, on nat less than




tive (53) days' novice to tho Commlssion and the public, to reduce

thelr rates to the level of those concurrently maintaired by the
¢complaipants.

IT IS5 EEREEBY FURTHER ORRDERED that alfter July 1, 1933Z,
neither coxpleinants nor defendarts shall reduce any retes or
chenge any rules or regulations 50 es to result in & reduction un-
less the permicssion of the Comzission has Lfirst been obtained.

I7 IS ZERERY FURTHEER ORDERED thst both compleinants and
gefenfarts within thirty (30) days from tke effectlive date of this
order, or 20t less thax ten (10} days' notlice to tho Commission axd
the pudlic, amend their tariffs bty restricting to not to exceed 15%
the emount of floor covering that may be Included with carload ship-
zents of roofing and dbuilding malterial and arxticles grouped there-
witk at the caricad roofing and bhulilding material rate.

The foregoing opinion and oxder are heredy approved axnd
ordered filed as the opinion arnd order of the Raillrced Commiszion
of the State of Califorznia.

neted at Sun TFrancisco, Californie, tkis 42“4 day
of May, l1933.
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