Decision No. _ 298RR @RH@HWJAE
. BEFORE THE RATLROAD COMMISSION OF THE STATE OF CATIFORNTA |

In the lMatter of the Investigation emd )
Suspension by the Commission on its c)
own motion, of reduced rating and rates )
on drugs, medicines, toilet preparations, )
chemicels, bandages and dressings, pub~ )
l4shed by Pacific Freight Limes; Pacific )
Frolght Tariff Buresu, L. F. Potter, )
Alternate Agent; Southern California )
Frelight Forwerders; and Southern Cali- )
Tornia Freight Lines. , - )

Case No. 4142

Wallace X. Dowmey, for Pacific Freight Lines, respondent.

H. J. Blschof? apd Wellace XK. Downey, by wallace X. Downey,
for Southern Califomia Freight Lines and Southern
California Freight Forwardors, respondents. ‘

E. C. Plerre and Gerala E. Duffy, for The Atchison, Topeka
and Santa Fe Ralilway Company, respondent.:

R. Z. Wedekind, for Southorn Pacific Company, Pacific Motor
Transpoxt Compeny, and Pacific Motor Trucking Compaxny,
respondents. _ ‘ N o

Eawin G. Wilcox, for San Francisco Chamber of Commerce.

7. G. Differding, for Qakland Chamber of Commerce.

L. N. Bradshaw and J. L. Amos, Jr., for The Western Pacific
Rallroad Compery, Sacramento Northern Rallway and Tide-
water Southern Railway, respondents. _

Frances OfCallaghan, for J. S. 0'Callaghan & Son.

C. G. Dooley and Williem M. Casselman, for Colgate-Palmolive-
feet Company, Norwich Pharmacal Company and Northam-Warren
Corporation. ' ' .

F. M. 0"Donnell and Roy F. Lennon, for Johnson & Johnson.

H. I. Allen, for Emerson Drug Company. :

Carl Hodvel, for Owl Drug.Compeny.

BY TEE COMMISSION:

OPINIOYXN

In the above entitled proceeding the Commission suspended
certain schedules filed by Pacific Freight Lines; Pacific Freight |
Tariff Bureau, L. F. Potter, Alternate Agent; Southern California
Freignt Forwarders; and Southern Californle Freight Iines, neming &
reduced rating of thira cless, and reduced commodity rates, £or ‘the
transportation of darugs, medicihes, tolle® preparations, chenﬁcal;:, '




bandages apd dressings, pending a determination of the reasonable-'
ness, lawfulness and propriety 'bheroor.l

A public heo.ring was had &t San Framelsco on Merch 29, 1937,
before Exeminer Mulgrew. The matier was submitted om briefs. The
p::oposod coxmodity rates have meanwhile been ordered cancelled by bo-
cision No. 29480 of Japuary 25, 1957, and as amended, in Part B™ of
Case No. 4145. Thus ‘there is before us for determination mow only

the roa.sombloness, lawfulness and propriety of the p:oposod third

cless mtins.

The record shows that a rating of third class for interstate
transportation of the articles here involved was first filed in the
Pacific Freight Tarifs Buroau 2xceptlon Skeet, to become: effective

Jupe 5, 1935, Prior to this date Western Classification ratings (in
most instences first cless or higher) prevailed. TUpon representation
tha.t the reduced rating was nocessar# to meet wnregulated motor truck
competition the Commission authorized the third class rating for a
temporary period e_naing Decembexr 31, 1935. Shorbly’, 'borore this ex-
piration date & further extension of three months was .em'bhorizod on
the representation that competitive conditions had not changed.w Sub-
soquently a rurthor extension in time to June 30, 1936 wes sought.
Eowever, before this application was disposed of, Declsion No. 28761
of April 27, 1936 was entered in Paxt "A" of Case 4088. Inasmuch as
this decision prescribed minimum rates for radial highmy'comon car-

1
The paxticular schedules involved are:

(1) Item No. 83-E to Pacific Freight Lines I.ocal I‘roight Terifs
No. 7, C.R.C. No. 7 of Motor Freight Terminal Company, filed
to 'beoome effective July 10, 1936,

(2) Item No. 685 to Pacific Freigh.t Perif? Bureau Exception Sheet
No. 1-P, C.R.C. No. 597, of L. F. Potter, Alternate Agent,
£iled to become erreoti.vo July 12, 1936,

(3) Item No. 419%~C to Southern Colifornie Froie;b:o Forwerders

. Local Expross Tariff No. 1, C.R.C. No. 1, filed to decone
effective July 17, 1936,

(4) Ttems Nos. 1512-C end 1091%-C to. Southern California Freight
Lines lLocal, Joint anrd Proportional Froight Tariff No. 1,
C.R.C..No. 3. £iled to become effective .Tuly 17, 1936 and
Iuly 18, 1936 respectively.




riers and highway contract carriers upon the basis of the lowest com~
mén carrier rate in effect June 1, 1936, permission further to extend
the temporery reting was limited to Mey 31, 1936. Notwithstaniing
thet the reduced rating was authorized on a texporary basia and ex-
tended upor showings that it was compelled by unregulated con:po‘bitioﬁ,
the instant schedules were rlled esteblishing the rating;: on ‘a' per-
menent basis. The history of the Pacific Freight Iines' exception’
sheet rating is substauntially the same as thet of the PAciflc Freight
Tari.ﬂ Buresu. | ‘ |

In justification of the proposed third class rating common

carriers participating in the Pacific Freight Tariff Bureau Exception
Sheot comtend that prevailing widesproad deviations from Western
Classification retings on the articles here involved require ‘th.e o3~
teblishment of & third class rating to provide equiteble snd non~dis-
criminatory rates; that commeodity xates iIn volume the sama &s or lower
then the third class rating are maintained between many points; that
to ﬁ:-ovide & non~2iscriminetory rate adjustment'between tﬁese‘ end other
points'.'by oxtending the commodity rates would require &an undue amount |
‘or teriff publication; that oommon carrier ratings not involved in this
 proceeding ere third class in certain imstences; that the establishment
orlincréased claas rates in southern California erreqfcive".&i:ril 1z,
1037,% eggrevates the prevailing discrimdnetory Tete situition; emd
that other compefitive factors axe such that the carriexrs doudt. thelr
ablility to rotain the traffic they now enjoy unless the. proposed

2 ' : : \
Decision No. 29420, as smended, In Cases Nos. 4088 7M™ and 4145"B7,
established minimum rates for radial highwey common carriers and high~-
way conbract carriers and reasonable and sufficient rates for common
carriers for shipments not exceeding 15,000 pounds in welght in the
general terTitory San Fernendo and Burbank on the north to San Diego
apnd Sap Tsidro on the south and from the Pacific Qcean on the west to
Redlands, Yuceipa, Hemet Valley and Escondido on the east. The rates.
prescribed resulted both In Increases and decToases. _ :




3
~ schedule 1s permitted to decome effective.

A group of interested shippers asdvocate the esteblishment
of the third class rating. They state that the practice of maintain-
ing exaeptions to the clacssiricatiqn at lower ratings is one ‘or long
standing; that ratings om Celifornia intrastate treffic should be no
higher than those geperally prevailing in other states; that i ratings
higher thazn third class are mainteined, serious cfonsider&tion will De

giver to the diversion of common carrier shipmeh.ﬁa to proprietary
trucks and to contract carriers; that market competition may force

shippers to transact business in a manner that ddes not involve & Cali-
fornie Intrastete movement rather than continue to operate under the
handicap imposed by the alleged rate inequality; and that the Inter-
state Commerce Coxmission has held Lh&'t; intra.sta.te m‘ces should not be
higher than interstate m'te»."‘

The Sen Francisco Chamber of Commerce, through Witness Rohde,
stressed the fact that ratings on the e commoditie., 1ower than first

class prevail generally throughout the couwntry. The witnoss 13 of the
opinion that to refuse to accord & rating similex to ratings. genore.lly

prevailing In other terxitories would hand.ica.p local industry apd fore-
stall any business growth in the lines of endeavo: involved in this

o proceeding.

b’
The cempetitive influonces referred to are:

(1) Carrier competition with highway contract carriers in comnmection
with shipments of over 4,000 pounds;

(2) Bxisting eand potential proprietary Truck operations;

(3) Market competition between California shippers and ..hippers sup-
Plying their customers by tramsporting shipments into California
as follows: )

(a} from Eastern polnts of origin wvia intercoastal vessel To
Californie poxrts, thence directly to point of destination
as a part of an interstate movement;.

(v) by rail from Easterrn shipping points to £inal destin&tion,

principally under part.‘!.al unloading in transit prﬂ.vileges,

(¢) deliveries from Oregon “und Arizona wholese.:z.e druggists
Caliromia consuming points.

4
. Reference is made to "Waste Paper from, to and detween Indim
points” (206 I.C.C. 3.37), decided December 28, 1934. .

-




Pacific Freight Lines, Southern Californie Frelght Forward-
ers and Southern Californmia Freight Lines made mo attempt to' Jjustify
thelr proposed retings. On the contrary they now oppose the ad just~
ments contemplated and take the position that fast, frequent a:id Eex—
pensive service in transporting these commodities is demended by
shippers; that mo recent rate complaints have been received nor &o
the Western Classification retings impede :rree\'movément';l that a sub-
stentiel part of these truck lines' . operations are within the aree
embraced by Part ™M™ of Case No. 4088 end PaTt "B™ of Case No. 4145,
supre; that iﬁcreé.séd carrier costs require the‘.‘m&intemée or rates
no lower tham those prescribed therein; thet there is presently no
Important movement of the commodities in issue in large quantities;
and that if such movement develops, appropriaﬁe quentity rates cen be
ostabliskhed. On bdrierf, these carriers deny that the maintenance of
the ex;sting rates in any way prejudices interstatg commerce or that

the case cited by shippers establishes & precedent that intrastate and
interstate retes should be on the seme level.

The record shows that the Justirication for the proposed ro-
ducod ratings is predicated largely upon the ratings maintained else- -
where. It also shows that the ratings in other texrritories with which
comparison is made wore published to meet motor truck compotits.on.s
It hes not been showzn that a thixd class rating is a normal rating for
the tramsportation of drugs and related articles nor has it been shown
that the application of the rates now in erreqt causes wnjust and undue
prejudice and discmina.tion.e Waet action ney be taken in otl;er rﬁte
torritories upon the develo;pment' of more complete rate :reguiation of

for-nire carriers is of course & matter of conjecture. ZXowever, in

Witness Rohde stated thet the tariffs Teviewed in his rato study
indicato thet the ratings are estedlished 1o meet motor truck compoti-
tion. These tariff ftems also carryexpiration detves. North Pacilic
Coast territory ratings are mot gqualified in this mamner.

6 " mere comparison of rates used in other terrltory does not of

itself constitute prefeorence and prejudice” In ro Suspension of tar-
itrs of A.T.& S.F.Ry. Co. otc. (36 C.R.C. 135) .

~5-




California, particularly in the southem part of the state, the first
steps in a transportation rate stabilization program have been effected.’
The Commission proposes to proceed with all Possible dispateh in its |

rate stabilization task. It is recognized that watil such time as rates
have deen fixed on zall comodities between all points in the state cer-

tein inequalities will exist. Such temporery rate imequalities however
do not necessarily Qonstifﬁte unjust and undue‘ discrinination. It 1s
evident that tbe third class rating in Californie, &s well as the low
ratings in other rate te:ritoriés., are aepressed. It also soens cloe.:r'
that these depressed ratings were established by common carrfors in an
effort to ré'ba:!.n or recapture traffic in competition with mwteo.
for-hire trucks. Tpon the emactment of legislation placing hitherto
unregulated carriers uncer the Jurisdiction of e regﬁ.la.tory body, and
upon the subsequent establishment of rates in compliance with the.
legislative manaates contained therein, 1t appears no lomger necessary
thet subnormal ratings be retained. Under these circumstances it seems
obvious that the lack of wniformity between intrastate amd interstate
Tetes is not unauly prejudicial. The contontion that intrestate rates
nust e not higher than Interstate rates has not been sui:sm::ﬁ.a.ted on
this record. o | | |

Other then the assertion thet a third class rating is Justi-
fiea by the maintepance of similar admitted:ly' depressed ratings in
other territories little evidence of probative value we.s pre_sonted in
Sustitication of the proposed rating. Responde:its will thoerefore ‘be
required £o cancel the suspended rate schedules.

7 : )

Rates are established for the transportation of property with
certain exceptions in quantities of less than 4,000 pounds betweon
all points served by ccmmon carrlers., In southerm Callifornie rates
for the tramsportation of property, likewise with certain excepiions,
are provided Tor quantitlies of not %o exceod 15,000 pounds.




The matter having been duly heard and 3ubmitted

IT IS SEREBY ORDERED that Pacitic Froight Lines Paciric
Freight Tariff Bureen, L. P. Potter, Alternate Agont- Southern Celi~-
fornia Frelight Formrders' and Southern Calitornia Freight . Id.nes be
and they are hereby ordered and directed on or bvefore Mey 5 :!.937 |
oz not less than one day's notice to the Commlission and to the public,
o ca.ncel thoe mting and retes here under suspensiop..

iT IS EEREBY FURTHZR ORDERED thet upon the cancellation of
the suspended rating and rates our order of Jwme 30, 1936, in the
above entitled proceoding Ye vacated and the proceeding di;continued

Dated at San Franclisco, Califormia, this (2 day of
Apr'l 1.95'7

Corms. ssiéﬁbré-' o




