Decision Ko.

BEFORE THE RATILROAD CQEIISSION OF TED STATE OF CALITORNIL

In the Matter of the Suspension dy the

Comnission on its own Motion of waxious

rates of the LOS ANGELES & S4ALT ILaAXE

RATIROAD COMPANY, PACIFIC ELZCTRIC RAIL-

WAY CONPANY, SOUTEERN PACIFIC COMPANY,

TES ATCHEISOX, TOPEEA AND SANTA FE RAIL- '
WAY COMPANY, PACIFIC FREIGHET TARIFF 3U- Cese No. 398l.
RELT, F. TW. GOVPH, AGENT, for the trans-

portation of cement ard cexent clinkers,

cexrloads, from Colton, Crestmore, Victor-

ville, Oro Grande, Monolith, Los Angeles

and Wingfoot %o points in Southern Cali-

fornie.

In the Metter of the Investigation dy the )

Commission on its own motion irto the rates, )

rules, regulations and practices of every )

highwey cerrier doing dusiness within the )

State of Californie, in so far as sgld rates,) . '
rules, regulations exndl practices relate %o ) Case No. 4071.
the transportation of cement and cement -}

clinkers Troxz Colton, Crestmore, ﬁctorville,g

O0ro Crende, Morolith, Los Angeles and Wing-

#00t, Californis, to points in Southern Cal- )

ifornie. )

G. E. Duffy and Berne levy, for The Atchison, Topeka and
Sante Fe Rellway Company.

J. E. Lyons, for Southern Pacllic Company.

£. E. Bennett end E. C. Renwick, for Los Angeles & Sal¥t Lake
Railrced Coxpany. '

" ¥W. D. Burnett, Tor Yonolith Portland Cement Compeny.

Chas. R. Boyer and Z. E. Sanborn, for Southwestern Portlexnd
Cement Compeny.

nanclg Xarr end C. T. Cornell, for Pacific Electric Rallwey

WPEY - '

Tilliem Guthrie and J. L. Dertt, for Celifornia Portlend
Cenent Compeny.

T. A. L. Loretz, for Blue Diamond Corporation, Lid.

N. E. Keller, Tor Pacific Portland Cexent Compeny.

7. G. Tlggins, for Sante Cruz Portland Cement Coxpany.

OtMelveny, Tuller & Myers, dy W. W. Clexry, fox Riverside
Cement Companye. : ‘

7. B. Thittinghem, for Victorville-Bersiow Truck Line exnd

. B. & L. Truck Coxpeny.




A. Myers, for Motor Truck Association of Southern Cel -
Don Fleld, for Field Trensportation Company. rrornie
Trepkx Zewson, for Belyes Truck Compeany.

Thomas A. Stiles, Zor Calaverass Cement Coxpany.

Cherles A. Bland, for Long Beach E=xrbor District.

L. M. Peillips, Attorney for Croxen Trucking Company, F. J.
Moran, Joseph Z. Hamser, Don Petriti, F. s. Fullem, J.
Homingheusen, 0. W. VWells, Vax Velser Trucking System, 1.
Vendiest, Citlzens Trucking Company, Dex Lomis, E. B.
Overholser, L. D. Barnes, Van Velser & Iomis.

CARR, Commissioner;
OCPIXIONR

On Pedbruery 7, 1935, the various rail cerriers filed with
the Coxmission, effective Mexch 16, 1235, reduced rates on cement
end ¢linker, cerloed lots, from Coliom, Crestmore, Tictorville, Mono-

11th, Oro Grande, Los Angeles end Wingfoot to verious points in South-
1
oern Californis. By this filing rates from the xills at Colton emd

Crestmore, herelin sometimes termoed the irmer mills, to Los ingeles were
reduced from 5 cents per 100 pounds to F% cents, and from Momolith, Tic-
torville and Oro Grende, herein sometixmes termed the outer mills, from 7
cents to 5% cen‘as.z ‘Rates for the movement of clinker were placed on &
rarity with the cemen? movements. Tke filed schedules contained rates
to other points in Southern Callifornia gemerally dased on “he Los Au-

n
= L% Colton and Crestmore, respectively, ere located cemezt mills of
the California Portland Cement Co. and the Riverside Cement Co. At
Victorville, Momolith end Oro Grande, respectively, ere located the
cement mills of the Southwestern Portlend Cement Co., the Monolith Port-
land Cement Co. and the Riverside Cement Co. This latter mill iIs 2ot
now in operation. There L3 at present ro mill operating at ¥imglfoot.
At Los Angeles 4is loceted the plazt of the 3Blue Diamond Corporation,
Ltd. The reilroad &istences Lrom these verious mills to Los Angeles
are as follows: Colton, 59 miles; Crestmore, 53 miles; Tictorville,
107 miles; Monolith, 115 miles; and Oro Grande, 112 miles. The corres-
=ding highwey distances ere: Colton, 56 miles; Crestmore, 5% miles;
Tictorville, 98 miles; Mozolith, 119 miles; Oro Grende, 104 miles.

= Except where otherwise noted in the decisiom, rates are stated in
cents pexr 100 pounds.




geles su:ssr.l.e.‘:5 Reductions were flagged as being made for the purpcse

of nmeeting competitive conditions.

Protests sgeinst the proposed redg.ction.s in rates having
been received, the Commisslion on March 4, 1955, ordered their sus-
pensibn. Eeerings were had in the suspension case on Angost 6, 7

and 8 and September 10 and 11, 1935. |
The legisleture of 1935 enacted two laws which had a besr-

ing uwpon trazsportetion charges for the cement movemexnt in the South~
ern Celifornis territory. By Cheapter 223 the Comxission was glven
Jurisdiction to estadlish minimum rates for private highway cerriers.

By Section 10 of this act it was provided that:

"In estadblishing * * * such retes the coxmission shall
take into account end give due and reascmable considersailon’
2o the cost of 211 of the tramsportation services performed,
including length of haul, any &dditional trensportation serv~
fce performed, or to be performed, o, from, Or deyond the
rogulerly established termini o comuon carriers or of any

; gccessoriel service and the value Of the commodity tremsport~
ed and the value of the facility reeasonadbly necesssry 10 per-
form such transportation sexvice.

"In event the commission esteblishes minimm rates £oT
transportation services dy highway carriers, such rates shell
not exceed the current rates of coxmonr cerriers for the Wwans-
sortation of the seme kind of property detween the seme poizts.”

By Chepter 700 two new sections were adéed to the Public

Utilitles Act, mumbered 13% and 32%, as follows:

rSec. 1%%. Nothing herein contedined shell be construed
t0 proxidlt exy common. car~ier froxz estedlishing and chearging

2 lower then & mexirum reasonsble rate 2 ansportation
of property wken the needs of commerce or pudlic interest re~
quire. Eowever, Do COmmoR cexrrier sudject W the jurisdiction

o + £s: 108
The proposed rates &Xo conteined in the following tarifls:
.Angelesp& Psg.lt Take Reilroad Coxmpeny's Terit? Xo. 7020, C:R.C. No.
327; Pacllfic lectric Reilway Compeny's Paeif? No.- 120-C, C.R.C.
No. 289; Southern Pacific Compeny's Teriff No. 584—1), C.R.C. Noe
2881 ané Texiff No. 3147, ¢.R.C. No. 3511; The Atchison, Topeksa

and Sente Fe Reilway Compaxy's Texrif?f No. 9798~L, C.R.C. No. 6013

Pacific Freight Terliff Duresu Terits No. 88~0, C.R.C. No. 564 of T.
¥. Gompk, Agect.. .




of the Californis Rallroad Coxxisslion ostedlish a rate
less than & maximum Teasonabdble rate rogaséhe Wransportation
of propexrty Lfor the purpose of meeting the competitive cher-
ges of other carriers or the cost ¢of other nmeans of transe
portation which shall de less than the charges of competing
carriers or the cost of transportation whickh might de incur-
red through other means of transportation, except upon such
showing as mey be reguired by the comxission and & finding
by it that sald rate is Justified by transportation coxdi-
tions; but iz deternmining the extent of seld competition

the commission shell meke due =nd reasonadble allowance for
added or accessorial service performed dDy orxe cerrier or
agency of transportation which is not contemporaneously pexr-
tormed by the capeting asgency of transportation.”

"Sec. 32%. Thenever the coxmissiorn, after a hearing
hed upon its own motion or c¢axplaint, shell Lind theat any
rate or toll for the trausportation of property is lower
then a reasonable or sufficient rete and that said ratve is
not justified dy actunel competitive transportation rates of
competing cexrriers, or the cost of other means of tWranspor-
tetion, the commission shell prescride such xaltes as will
provide an equelity of transportetion rates for the tramspor-
tation of property detween all such competing agencies of trans~
portation. ¥hen in the Judgment of the Rallroad Commission &
alrrerentiel is necessary 1O preserve equality of competitive
trangportation conditions a reasonsble d4ifferentiel betwoon
cates of common carriers by rail and water for the transporta-
tion of property mey be mainteined vy seld cexriers and ke
commission muy by order require the establishment of such
rates.™

Tn view of this new legislation the Commisslon, on Sepiem-
ber 16, 1935, being the first dey on which the new legislation was
effective, ordered an investigation of the reteos of highway cexrxiers
for the transportation of cexent and clinkex in the territory a.rr.ectgd
by the suspexnded rates axd set the case for hearing O October 1, 183%.
On thet date this case axnd the suspension case were ordexred consolide~
ted and the record previously developed in the suspension case, DY
sgreexent end order was fmported into the record of the consplidgxted
cases. Heerings on the consolidated cases Were hed on October 1, 3,

4, 8, 9 and 10, on which 1atter date the maitier was sutmitted om con-

current driefs due October 24. _
in outline of the present situation respecting thq.paovqmnt

of cement in Southern Californie 4s Incomplete without at least &

4.




sketchy dbeckground of the long continmed sirugsgle over the volume, dut
mostly over the &ifferexntisl, in rates as between the inner and outer
mills into the great Los Angeles consuming center - & struggle marked
by the adroit and scmetimes ruthless use, zow by one mill and mow dy
anothor; of wverious means of trazsportation In oxrder to advance or o
exforce its perticuler policy or contention. The usuel and cusiomary
Tectors influencing the allocatiozn of traffic have been lexrgely over-
shadowed by this ditter contest between the mills. In 1ts earlier
steges the railroads were the victims and the highway carriers the
benericiaries. UWith the advent of plant facility trucks at one ofll
exd the threat of & spread of this form of transportation to the other
mills, the private ta:uclg carriers £ind themselves in much the same po-
sition as the reilroads, each seeking a rate adjustuent whick may
7ield to them some cement business at a coxpensation sl.‘..ghtly e.bove
cost as age.inst the campetition of proprietery trucks, as to which,
of course, there is no public comtrol or Tegulation.

The early history of cement rates in Southern California
is given in some dota...l iz the opinion or tbe Comiqsion in Case
3338, Decision 37350 dated September 11, 1954 in vhat 18 genereily
designated the 1934 Southern Californis Cememt Rate Cese, Suffice 1t

to say that sfter various slight fluctuatlons in %he gitrerentiol as
between the imxer axd the outer mills md & steady declize In volune,
the Tates epperenily ceme to rest about 1929 at 7i-‘cents per hundred
pounds from “he inmer mills into Ios Angeles and 8% cents froxm the
outer mills. TUp %o this %time almost the entire cement novement ves
by rall.

The ipmer mills, hovever, ked greduelly deen developing

the idesa that becexuse of thelr proximity to Los Ans_q;eq,“ jmf.cp. con~
stituted the mejor market foxr cement, they should enjoy & somewhat




greater rete differextial as against the outer mills, in order that
what they termed the geogrephical advantege of their locstion might
properly be evaluated and recognized. Hence In 1929 the Inper mills
filed & ccmplaint with the Cormission directed at the then existing
differential. Other fssues were involved besides that of the &iffer-
ential, dut In the main the case centered sround that issue. The iIn-
per mills conternded that the differexilial should de at loast 5 mts;
while the outer mills urged that they should be blemketed with the
inger mills and should receive the saze Tate as did the latter. This
cese was heard originally by Exsminer Geery and the Commuissiax decline~
ed 10 chenge the existing &ifferentiel, concluding that the complain-
ants hed 20t met the dburden of proof which rested upon them to esteb-
14ish its unlawful cherescter. (Califernis Portlend Cement Co. et al.
vs. Southern Pecific Co. &% al., 34 C.R.C. 459.) ‘Vigorous petitions

for o rehearing iz this decision havizg deen mads, the petitions were
granted end extensive hearings on rehearing were had before Conmis~
sioners Carr and Har:;:is. Here ihe Influence of truck trensportetion
Tirst sppeared &s a serlous :’acftgr. The q;:;;xiszion however adhored
% 1te first conclusion. (Id. 33 C.R.C. 904.) This decision was
mede on Merch 9, 193L. From about this time truck wramsporiation ot
cexment a;cciuired inwee.si.ﬁg importence. The inmer mills were thorough-
1y dissetisfied with the declsloz of the Coxxission and thelir first
rather vague axd tenuous 13eas upon the advantage of geographical lo-
cation rapidly decame crystalized into fixed plant policies. The &d~
vent and development of truck tramsportetion furzished e ready Wezpon
with which to emforce Thelr positions. This wespon they used astute-
1y &xé qrrectively. Tucking rates from the inner mills into Toz An-

geles were scmewhet lower than the 7% cents per hundred pou.n&s'_rail
rete, aud the Inner mills Zeliberately diverted sufficient of thelr

=




cement traffic from the rails to the trucks 50 that their combined

traaszportation charges, reil and truck, represented a differential
in cost of 2 cexts per hundred pounds, or slightly more under the
rell trensportation costs of the outer mills. In addition %o this,
the imper mills eppearently worked with great persistence emd astute-
ness upon the railroads %o alter the comtested differenticl Ifrom the
then existing 1 cent to 2 certs, or more. TFinelly the railroads
vielded. A%t Tirst they estadblished a higher dirferentiol &s Detween
the mills to points east and south. In general, the Cormission de-
clined %o interfere with this effort of the railroeds <o regain OF
retain cement tonnege from the :.nner ills. g&uthmamn Portland

Cement Co. V5. A.Tuk S.P.RY.CO., 38 C.R.C. 473, decideld om Felruery
20, 1933.)

Following this deci.sion; the outer xills, alzrmed at the ’
possivility of the long stending 1 cent differentisl deing increased,
tu.med rapidly to the use of trucks for the trensportation of thelr

cemont until es to the Los Angeles business of the Mozolitk Com-
peny, some 90 per cent. wWas warned over 4o the rucks, the same being
lemgely true of the plext of the Southwestern Portlend Cement Compa-
ny at Victorville.

Tn 1934 the railxoads, seeing their cement 'business in
Southern Califorzia repidly venishing axd having a.l;eady olgctod
to seek the business of the inmer mills, proposed rates of S cents
per hundred pounds Lrom the innmer mills to Los Angeles and 7 cen?ts
from the outer xdlls, thus Tirnelly ebendoning the old 1 cent differ-
en.ti&l snto Los Angeles. Ovex this proposal extensive heerings wero
nad, in which the severel »ills, with en alwost drutel Zrankness,
outlined their respective positims These ;positions are referzed
t0o In soxe éetail in %the decision in the 1934 Southern Cauromia




cement rate case, suprz. It is epough %o summerize this position

from the opinion there as Lollows:

mihout this proposal, the two groups of mills have stag-
ed & batile vhich could hexrdly heave been more intemse had they
been patrons of the reils and reslly affected dy altered rail
rates. The position of the inmer mills is in substance that
they will retarn their tonsmege to the reils provided the ade
Jjustment forces the oubter xills to the rails or 10 pudlished
axd stebilized truck rates of like volume. The outer mills,
by their responsibdle executives, say that if the adjusiment
i3 epproved they will not retwr:z any of the lost waffic o
the rails, insisting thet by wse of trucxs they can maintain
a ditferential over the inpner mills of not %o exceed the pres-~
ent 1 cent per 100 pounds.™

e Commissioz permitted the railroeds o Wy out thelir
plen for regaining treffic. The result of the new rate adfustment
was diseppointing to the railroads. The little business still Teo-
zzdining to ther from the outer xills coatimued %o declige. Thelxr
wreftic frox the inner mills increased for a few months, but quick-
ly declized into ind.gniricanoo.& |

The unforiunete situation of the railroads is grephically
displayed in a tadle showing the extent of the .':;'gﬂ.z'oad movemn,t rom
the werious southern mills, conteined in the 1934 Southern Celifornis

cement rate case decision. The recoxd here indicates that the relil-

roed movement hes declined still fuxthex.

The proposel here mede by the railroads Tepresents 2 des-
perate effort to regalc their lost cement 'b:'e:f.‘ric The rates proposed
are alxittelly greatly epressed rates. Bowever, elaborate studies
wexe presented to indicate they would yleld more thau out~of=poOcLet
cost. The showing thus mede Dy the railrosds was not contested. The

fpmer nills, it appeers IIox the record, have zgreed %o returz end

2 193 py ' lents
2or the first pert of 1935 tke rail movement from the wvorious D

wazp a8 follows: }c?:ol'ton 46%, Crestmore 31%, Victorville 7.8%. T™he Col-
ton percentage since the rirst of 1935 kas doclined rapidiy. In May
1% was 16-3/4%. The saue has been 1Tue of- the Crestmore plext. In
May the reil movemenl wes 8% end in June 1%%.

8e




give to the rails from 90 to 95% of their traffic 1f the sucpended
rates are allowed to go into effect. Apparently these mills belileve
that the outer mills cannot move cement either by plant facility

trucks or by private truck carriers imto the Los Angeles area at an

over-all transportation cost less thar 2 ¢ents per hmmdred pounds in
excess of the costs of the Inner mills umder the proposed rail rates.

To complete tThe picture with whick the Commission must
dezl, a few further features as portrayed by vhe testimony must be
added.

The Blue Diamond Company hauls clinker from the various
mills to its plant in Los Angeles, where it menmufactures ¢emeat. It
does this largely through its omm proprietary trgcks. It seeXxs a
reil rate somewiaat less than The corresponding rate on cement, con-
tending that c¢linker can De transported at 2 lesser ¢ost than cement,
and holds forth some assurance that if ILts position iz recognized it
will patronize the rails.s

At tThe present time cement moves from the various mills to
warcnouses and also to particular Jobs Iin quantities of not lezs than
75 barrels. WVarekouses are not always located upor railroad spur
tracks, but the instances in which they are not are negligible. Where
not, deliveries to taem may, for convenience of treatment, be consider-~
ed as Job deliveries. The relative movement Irom the various mills

to warehouse and to job are as follows:’

Yarehouse Job
2@~szzig E;x_anzﬁ
Crestmore

Colton 70 30
Monolith 54 46
Victorville 54 36

5. N. J. Redmond, Secretary~Ireasurer, Blue Diamond Corporation, Tes-
Lified In part:

"Q. (¥r. Lyoms) Are you prepa_ed to state now vwhat rate would have
0 be published on clinker ¥* * * to attract your dusiness back to the
rafls * *?

"A. I am not really preparec L0 make 2 deflinite statement of what
we would do % * #* put I would say If a easonable differential were

established we would wmdoubtedly give the business to the ralls.

(Transcr;nt, De 323,




The railroad miznimmx has long beex 60;060 pounds. Coxpe-
L tion betwsen the nills end pressure by the trade for =meller di-
oot mill deliveries have broken the former mill delivery minimum
feom 150 bexrrels to 75 berrels. Privete cerrier trucks eand plant
tecsility trucks move cement in quentities ranging Lfrom ‘.'506 to 420
sacks.e

Delivery of cement from & warehouse to the Job costs from
% cent to 3 cents per sack, depending wpon the distence. It was quite
generslly conceded that the aversge cost of this service was 3:.:'30:-.‘:5
s ssck. It 4is the gemerel custox for private Wruck cexwiers 0 unioed
the cement at destination, whether warehouse or job. The railroads
& mot unloed. The prevalling truck rates Irom %he ve.figus mt1ls are
at presext the rallroed rates. The Colton mill, however, is moving
some cement into the Los Angeles exrea &t & =gte of 1 cent per hundred
pounds under the prevailing rell rate, or at 4 cents per hundred
pounds. The Monolith Compezy &lso has two privete cexriors, in paxt
financed by the xill, who are moving cement into the Los Angeles ares
at 2 cents under the reil rate, or at S cents. The evidence tends
at least to show thet the low rates Ior these particular movemenis
are pértially ccampeunsated Lor dY movements to other locelities at
more favoreble rates of cazpersation. |

e Southwestern Portlend Cement Coxpexny has reqently in=-
stelled plant facility trucks which now move approximately 32 per
cent. of its cement, practically all of %he dalance moving dY pri-
vate truck cerriers at present rall rates. Additional waits have
very recently been acquired and the percentage ZOVING by plent fa-
cility trucks will soon be at least 40 per cent. The Tictoxville

® A seck weighs 95 pounds. There are four sacks of cexent in &
barrel. ,




plent insists, and presented considersble testimony in support of

1ts contention, that Lt cen thus move cement Into the Los Angeles

" avee &t & ¢ost t0 L% Of not over 5 cents per hundred pounds. Iz
addition it disclosed rather complete plans for combining & movement
of cexent from the mill to the Los Angeles ares with 2 returxn movement
of plant fuel 2rom Los Angeles to the xill, which it was claimed would
effect & consideradle saving in over-all tremsportatlion cosis. The
mE1L cleimed that the use thus far-of plant facllity tracks for tte
movexent of cewent had been agreeably received dy the trede. |

The Crestmore mill has meade quit_e Cetailed estinmates of t*he
cost to it of Dlant zecility trucking, amd, by its responsidble offi- |
- cers, indiceted very cleexrly that it would move over to such facili-
ties 4f not satisfied with rave volumes and relationships for move-
ment by reil or by private ga:rier truck. The Colton mill assumed
e similer position. Indeed, the history of the long standing con-
troversy over cement retes indicates that these two {nner xills stey
together in any policy affecting tremsportation costs.

Towerd the close of the hearing the rallroads, frankly rec-
ognizing that the costs of transportation by truck constituted 2 do-
cisive factor irn fixing the level of rgil rates, tendered certain
revised rates for points xnorth and iaz;ﬁ of Los Angeles whexre highway

mileeges departed from railroad dista:u.ces.7

Numerous estimates of a highly conflicting nature were pro-

sented respecting the cost of mOving cement by private cexrier and
proprietary trucks. Zngineers on +the Coxmission's sta:t_:?aglp :a.thor
complete end detelled studies of tracklng costs. It is utterly L=pos~

ugus, for instance, 15 elmost equi-distent by bighway {rom each
of iﬁe rox’nr =5 1ls. ?re;iously, rates north axéd east of Los Angeles
had been duilt up lergely from the Los Angeles rate and having in
mind reilroed mileage Only.




sible to reconcile all of these estimates.a The following conclusions

however seexm reasonedly clesx:

l. The differentiel In trucidng costs, whether by private

carrier or by plent facility truck, as between the inmer and the oute
er mills in%o Los Angeles, is mot less than 2 cents per 100 pounds.
Thero 1s evidence which tends Yo show a somewhat larger spread as be-
tween the two groups of mills and also a small differentiel as between
movenents from Monollth and Victorville.

2. BEven under the most favorsable corditions cement may not ve
noved by plent facility trucks Ifrexm the Lnxer mills to Los Angeles at &
cost of less then 4 cents per 100 pounds dut may be moved at epproximate-
ly that cost. TFrom the outer mflls it mey not be moved at & cost of less
than 6 cents pexr 100 pounds. I% Ls possidle dut doubtful 4f 4t can de
moved at that cost, pearticularly Lfroxm Mozolith. \

| S. Contract cerriers cannot operate at any profit at 4 cents
per 100 pounds Iram the inmer mills or at 6 cents fron the outer nills,

4. One half cent per 100 pouxnds 1s a reasoneble charge for
the accessorial sexrvice of unloading usually rendered by the private
cerrier but not dy the :ailmad.g

5. The cost of “ransporiting clinker dy truck,

Powerful interests, not only those concermed immedietely with chare
ges rfox the movement of cement but others concermed with any decision
here as a precedent, entered the fleld of estimating. Thus interests
concerned with the transportation of gasoline in Tank tTrucks were vig-
ilant and active in ceekirg o guard egeinst an acceptence by the Com-
mission of trucking ¢osts which might prove embarrassing o them In &
frankly sdmitteld purpose tTo seek under *the new legislation a higher
level of rates for the movement of gasoline. Hence Iin appraising the
welght proper to be accorded the various estimates, g.:. has been noces~
- sexy o keep ever in mind < } terests in whose behalf they were &d-
vanced.

On brief L. M. Phillips, coursel for severesl highway contract °§r"
riers, uses a figure of & cext per sack as the cost of"pe:rrczrming- this
service, and the rail lines argue that the cost is .54 cents per 100

pounds.

iz,




whether private carrier or proprietary, is slightly lecss then the
corresponding cost for transporting cezent.

This is the picture from which the Commission must spell
out a sane answer to the railroads' attempt To place In effect the

greatly reduced and depresced rail rates under suspension, and In

exerciéing 1ts newly conferred autaority to establish minimum rates

for private carrier trucks. BEroadly speaking, the raiiroads and the
rlvate carrier trucks £ind themselves La the sare cate gory, each
being threatered by the coapetition of proprietary trucks. As ex-
dressed by coumsel for a large group of highway carriers:

mIf the rates established are oo Righ, then the mills,

as a matter of good business, will be driven to the
necessity of providing themselves with plant facility
(trucks) Sor the transportaticn of their cement; on the
other nand, if the rates are oo low, then bot h railroads
ané trucke w11 ve forced to operate at a loss in handling
the business.”

After a level of rates adegquate to Tepel the common
competitor nas veen hit upon, tre railroads and highway carriers will
£ind themselves competing with each other for the business. Eence,
the Commission is confronted with the task Linst of fixing rate levels
which will discourage the spread of proprietary trucking and pext
that of preseridbing rail and highway carrier rates Just and lzwful as
to each.

RBAZL RATES

That the railroads mey and have the clear rigat to lower
their rates to meet compevitive conditions mey not bhe questioned.
Lzngz vs. Railiread LSS 88 Cal. AG. Dec. 283; Lssissippi
Valley Baxee ine Co. vs. U.g8., 292 U.5, 282; 1 23
vs. UoS., 289 U.S. 627; Intersiste Com, Com, vs. ao pot Fost-
ern Railway Comnony, 202.0.5. 108. The right to meet a competitive
rate 1is recognized in the new Section 13% of the Public Ttilities




Act. (Chapter 700, Statutes of 1935). It is further recognized iIn
the amended Unfair Practices Act passed by the last legislature
(Chapter 477, Statutes 1935), where the right to meet the rate or
charge of a compevitor is specifically accorded. In meeting a com-
petitive condition they may not of ¢course burden other traffic. No
claim iIs nere made that the proposed rates do this. Nor may reduc-
tions to meet competition accomplish a diserimination. The exist-
ence of competition may, however, make rates otherwise wlawfully
diseriminatory not subject 40 such characterization. (See Modesto
Lrxigation Digtrict vs. Raglfie Gag & Tlectric Co., 36 C.R.C. 766
and cases cited.) They may not for the purpose of destroying com-
petition reduce rates ¥o0 meet a fancied competition which might nev-
er occur. They are not, however, forced to wait until competition
is actually In operation and their treffic lost to them, perkaps per-
monently.

Here the real competitive factor 1s not the private carxier
truck but the plent facility truck. Ome mill has already carried out
its threat to establish such a2 facllity. The others threaten to do
0. Tae history of cement rate controversies before thic Commission
negatives the idea that such threats by the mills are mere idle gestures.
Rather must they be considered so resl and so Lmminent that the rall-
roads are fully Justified in acting vefore sucn competition becomes a
reality and the cexent business 1s lost to them Irretrievabdly.

So far as the cement movement from the immer mills to rail
head destinations in Loc Angeles is concerzed, the evidence does not
Justify the railroads in going as far as they have. A rate of 4 cents
per 100 pounds is 2 sufficlent reduction to meet »roprietary truck
competition. Asc to the outer milis € cents ver 100 pounds 1s the lim-

it to which they may properly go. It is none too clear that they need

go that low, particularly as to lomolith. Respecting the rates pro-




posed to points north and west of Los Angeles, they obviously nmust be
revised. This the carriers recognize. With ratec constructed on the
basis thus indicated, so far as the record saows, the railroads will
nave falirliy met competition exdisting and reasonably to be anticipated,
for the movezment from mill to warenouse located on the rails.
Consideration of the rigat of the railroads partlially to
meet the competition of alghway carriers for business destined to the

Job in minimums of 75 barrels may best be considered in comnection

with higbway carrier raves.

4 RA
Thile Chaspter 223 empowers the Commission to prescribe "max-
izux or minimum or maximum and minizam rates™ for highway carrilers,

prudence dictates that the Commission here limiv the exercise of its

authority to fixing minimux rates omly. It will then be proceeding

on safe legal ground.

In fixing such minimum rates there must be recognized the
tendency for minimum rates to become going rates. Hence, if they

re pleced at too low a level the private carriers will, in practical

effect, be forced to operate without a profit, or perhaps at a loss.

If there were no pressure of competition, the evidence
would tend toward a minimum rate for the highway carriers (in-
cluding the accessorizl service of unloading snd sometimes retumrn
of empty sacks) of 5 cents froz the immer mills and not less than
7 cents from the outer. These are the presently prevailing rates.
They are somewhat higher than the rates indicated as proper by the
testimony of engineers on the Commission’s staff. These estimates,
however, were premised upon an assumption respecting continuity of
movement which does not prevail In the case of contract hauling.
laking reasonable allowance because of this, it is not unreasonadle

to conclude that the estimetes of these engineers point To the pre-

1s.




vailing rates as the reasonadble xinimum rates.

As to the movement from nill €0 rail head, the statute
commands that the zminimuwm- rate for the highway carrier shall not be
kigher than the rail rate. Thls applies oniy to the tramsmortation

service. The accessorial service of wnloading performed by the

nighway carrier and not oy the railroad clearly calls for an added
charge. Ac to this portion of the business, then, competitive c¢on-
itions necessitate a depressed mirimum lor ¥the highway carrier.

The mill to the Job movement presents a somewnat different
picture. Depressed rates for the rail head movexent undoubtedly
will weaken the pressure of proprietary truck competition for the
2ill to Job business. Some consideration and weight,then,mist be
given to "the cost of * % * any additional transportation service
performed, or to be performed, to, from, or beyond the regularl

stablizhed terzini of common carriers.™ The position of tkhe high--
way carriers, as expressed by their cownsel, is as folliows:

"I¢ 4s our thought that in the fixing of bdoth rall and
tTuck rates 'the tareat of plant facllity operationst as
expressed by Mr. Commissioner Corr zbove quoted, is the
base rate upon walch both rail and truck rates mist be
predicated; that the commoz carrier or rail rate must be
fixed at 2 point waicha will not be inducive to the estab-
lishment of plant facility; and that thereafter the
minimor contract carrier rate must be fixed at the rail
rate, plus an additiomal charge for the additional trans-
portation cervices performed by the Uruck carriler and for
the accessorial services perforzed. The rate fixed for
the truck carrier must be based on two elements: First,
o zminimum rave which cannot exceed the cormon carrier rate
under the law, and; second, an additionmal charge, the
amount of which Is discretionary with the Comxission, and
waich 1s composed of a charge for the 'additional trans-
vortation beyond the railway terminus and for the
accessoriazl services.'™

The posivion thus ascumed may well be accepted. Zecoming

more concereve, counsel for these carriers suggests:

"a c¢harge of 1/2 cent per sack a2bove the rate of the
common ¢carrier, as a special cherge for wloading and
delivery anywhere within a radius of 2% miles from the
railroad point and with an additionzl charpe of 1/2
cent ver sack for eackh 5 miles thereafter.”

This, it Is urged, would justly compensate for vthe additionzl trans-~

i6.




portation and for the accessorial service pexformed.

. The general result thus sought may be atiained in & simpler
and more practical way by presciding & 1/2 cent per hundred pounds
minimum cherge for urnloading when and if performed (whether at warehouse

or job) and & 1/2 cent per muzdred pound minimum charge for transporte~
tion to the Jod withiz a redius of 2% =iles Irom the nearest rail facil-

1ty anéd an adéitionsl cherge of 1/2 cert per hundred pounds rfor each S

miles theresster. In addition to +this there should of course be a cherge

for the refurn of expty sacks. '

With bighway carrier minfmums constructed on this basis, thece
cexrriers will Tor the mill %0 Job minimum be required %o charge &pProx-
imstely the presently preveiling rates. TFor their mill to waxrelouse
movement their minfmums will be less. TFor either movement they &xe of
course free to charge more if they cen get it, for minimums only &re Do~
ing estedlished.

The only remaizing question has to do witha the right of the
reilroads to campete with the highwey cerriers for the zfll to Job move~
nent. To place the two meens ol trensportation upon an sbsolute equel-
ity as to this movement would depress the rell rate %o & point beyond ~
2ll reason. Indeoq; the cerTiers €O DOt Propose & rate low emougk W
place them on &n equality with the wuck car:ie;s Lo the Jod aelivec:-
1es. Eave they a right %o go part vey in ‘(.’:.é quest for such equality?
Iz prineciple it is impossidle o answer +his otherwise then in the a:-;
tirmetive.

To give recognition %o thiz legel right does nov nccessarily
mean that the cerriers are entitled o put into erfect in full %thelr
proposed rates. The right is gzrficiently recognized 1T they be given
the priﬁlege; if they so elggt, to file appropriate provisions foxr
absorbing wp to % cent per 100 pousds +the cost of moving cement frox

mill to Job through the warenouse in minimums of not less than 75

1
Yearrels. °

0 Such an ebsorption would nov reduce the compensation %0 the mills

below that speciflied in thelir pro:p:.;als.




Yith suck an absorption the highway carrier would still

heve in substence a rate advantage over the raﬂ.‘l.road.;l

A cereful study of the record as doveloped fustifies the
conclusion that rate levels such as butlined: should repel and Loro-
stell the spreed of proprietary tTuck competitioz. A4s detweon rail
and highway carrier, the pattern of rates indiqated accomplishes as
neerly as may ve equality of treatment. It Is utterly Impossidle %o
place rail and truck transportation upox an absolute oquality. A4As W
& portion of the business, pamely, the mill to Job movement, *he trucks
hsve an adventege over the railroads for which nefither this nor eny reas-
onable adjustment for the railroeds will fully compensste. O the other
hend, the rates from the mills %o spur track tacility deing so greatly
deprossed beceuss of competitive conditions, remdexr such traffic rela~-
+ively waettractive %o the private Wuck carrier. ‘

I+ must be borpe iz mind that exy arrangemnent, however Teason-
gble and just, is subject to the play of olext rivelry and that thess
werious mills mey, for purposes of plamt poliey, shift end direct wWwal-
#ic 4o comry out their perticuler policies. A11 theat this Commission
mey do is to prescride a seale of rates just and reasonadble &s between
the egencies under its jurisdiciion aod not s high &as to provoke &
spread of proprietexy sruck competition. Should the rates approved and
particularly the minims for highway cerriers fail %o prevent the
:::preeid of proprietery truck competitiorn, the Com:ni;s:_i.on apon appropriate
spplication will de disposed to permit even lower rates.

T recommend the following form oX ordexr:

L Tre cost of moving cememnt Irom the {nper mills %o ¢he Job in Los
Angeles by highwey cerrier 4n minimums of not less then 75 derrels
would be 4% cents per hundred pounds or S ceuts if the highway carrier
unlosds. The same movement via werehouse (the rail mizimux is 60,000
pounds) would be 4 cenis less % cent absorption, plus, on the average,
not less them 2 cents for transportation warehouse to job, or sround

5% cenis.

1.




Public heerings having been had in “he above entitled cases,
the Railrosd Commission of the Stete of California finds that -

1. The rates for tracsportation of cement proposed by the

reil cerriers and under suspension as modified by Exhidit 63 &s %0

rates zorth and west of Los Angeles, ell modified by adding % cent %o
ezch rate, ere Jjustilied by t“ransportetion conditions. A4 1imiteld &b~
sorption as indicated in the opinion 4is also fustified.

2. The rates for the traasportalion of clinker as proposed
by the rall carriers end under suspension are Justlfied by trensporta~

tion conditions.
’ Based twpon the foregoing findings and the findings in the
opinion,
IT IS ZEREBY ORDERED:

1. That respondents Los Angeles & Salt Lake Redlroed Con-
pany, Pacisic Zlecizic Redlwey Company, Southern Pac-
125¢ Compexy axd The Ltchison, Topexa endé Santa Fo
Reilwey Company be aad they are hereby ordereld and &i-
rected on or before thirty (30} Eeys from the effectlve
date of this order, on not less +han ten (10) 4days?
motice to the Commission and the public, o cencel ke
rates nere under suspension for toe transpo
cement Zrom Colienm, (I v
Tos Angeles, Wingfoot axd OTo Grexde
volved 4in these proceedings, without yrejudice to the
pudlishing of rates consistent with finding Xo. 1 abdove.

That upon *he cencellation oL tho suspended Tates Ie-
rerred to in the zext preceding peragreph, be Cormi g~
sfon's Order of March 4, 1935, suspending the rates on
cemsnt and clinker here snvolved be and it is heredy vo~
cated and set aside and Case 98] discontinued.

That highwey cexriers operating between the points in-
volved in %hese proceedligs shall no% charge Or receive
for the tremsportetioz of cement axd/or clinker Ironm
Colton, Crestmore, Tictorvwille, Los Angeles, Tingfoot,
Yorolith and/or Oro Graude W the points involved in
these proceedings &=y lecser rate than those shom} in
oxhibit "AT attached nereto and hexeby mede a part
hereof.

mhat for the accessoriel services of unloading, highwey
carriers spall cperge and collect & cext pexr 100 pounds
ip addition to the tramspox ge referred W iz

peragreph Se

That for the sccessorial service of retursing emplty
sacks, hrighwey cerriers shall ckarge and collect rates
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oequivalent in cents per 100 pounds % the rates for the
transportation of cement between the same points in the
opposite direction, subject to & mirnimum charge of 50

cents per shipment.

IT IS EZERTEY FURTEER ORDERZD taat the Secretery of thoe Com-
mission, in addlition to meliling coPieé of this opinion and order Yo
eeck sppeerance, mail a copy to highway cerriers engeged in the trens~
portetion of cement, clinker and empty coment secks returning over the
pudblic hﬁ.ghways of this State; between the points involved in this pro-
ceeding.

e effective date of tais order skall bde twenty (20) days
froz the date hereof. -

e foregoing opinfion end order are heredby spproved and or-
dered Tiled as the opinion and order of the Rallroad Coxmmission of the
State of Caelifornies.

Pated at San Francisco, Californis, this g_—_ day of

—

November, 193S.




EXZIBIT "A"
YINIXUY RATES T0 BE OBSERVED BY ZIGIVAY CARRIERS ON AND AFTER THIRTY DAYS
TROY THE EFFECTIVE DATE OF TS ORDER IEREIN.

Rates are in Cents per 100 Pounds.
Cenment, Portland Building, in lots of not less than 28,500 pounds.

Trom Colton Oro Yono- TFrom Colton Oro don=
Crest- Grande lith Crest- Grande olita
mnore Vietor~ zore Vietor-

ville - ville

To rall facility at To rall facil-
: ity at

Los Angeles
Glendale
Burbank

San Fernando
Oynard
Ventura

Santa Barbara
Long Beach
Los fAageles Harbor
Thittler
Tullerton
Ananeinm

Santa Ana

Sen Diego

Pasalens
Pomona
Colton
San Bermardino
Aiverside
Pedlands
Indio
Niland
Brawley
Z1l Centr
Calexico
Colorado
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¥inimum rates for the +trazmsportation of cement by highway carriers
roxm Colton,Crestaore, ionolith, Victorvilie, 0ro Grande, Loc Angeles
and Wingfoot to rall facility at points in Soutiaera California, Santa
Barbara anc Mojave and south, Daggett a2nd west not named above shall be
the common carrier rail rates on cement in carload lots from and o the
sane polnts.

Minimum rates for +the transportation of cement by aighway
carriers from Colton, Crestmore, Monolith, Victorville, Oro Grande, 1os
Angeles and Wingfoot to other than rall facllity shall be the rates pre-
seribed for delivery a2+ rail facility plus an additionzl charge of 1/2¢ per
100 pounds for the first 24 miles of the distance fréz the nearest rall
facility to point of delivery, and, 1/2¢ per 100 »nounds for eacn five miles
or fraction thereof thereafter.

Clinker, cement

Trom Yomolith
Oro GCrande
Victorville

To

Los Angeles 5%




