
"." ~ ,,,,~,,·O Decision No. ·".n, 'o.:.~ 

BEFORE T:.B Rtl.IjolROAD COMMISSION OF Tim STATE OF CALIFORNIA 

In the Ua tter of' t1le Establisbment or ) 
ma.x1mum or m1n1m'lllll." or maximum and m1n- ) 
i~um rates, rules and regulations of ) 
all Radial Highway Common ~~r:!.ers and ) 
Highway Contract carriers operating ) 
motor vehicles over the public highways ) 
or the State of california" pursuant to ) 
Chapter 223" Statutes of 1935" for the ) 
transportation tor compensation or hire ) 
of any and all commodit1es and acces- ) 
sorial services incident to such trans- ) 
portation. 

In the Matter of the Investigation and ) 
Establishment of' rates cb.arges, class1-) 
!icat10ns." rules." re~ations."contracts ) 
and practices, or any thereof" of Common) 
Carriers or propert7- ) 

BY TEE CO~SSI ON: 

Case No. 4l4, 

Part "Jtt 

ORDER DENYING PETITION FOR REEEABING 
OR MOPI'fICAII..ON 

At public hearings held in the above entitled proceedings 

at San Francisco on March 15, April 7 and April 8." 1938, Allied Drug 

Distributors Association sought the establishment of a third class 

:-ating, state~dde 1n application." to app::"y on drugs, med.1c1nes" 

toilet preparations" chemicals" bandages and dressings. It relied 

principally upon the contentions (1) that the transportation ebarac-

ter1st1es of these commodities are such as to entitle t~em toa 

third class rating, (2) that a third class rating was applicable on 

interstate shipments or these commodities and that, bence, a higher 

rating on intrastate shipments would prejudice California d1str1~utors 

and (3) that rates oased. on ratings h1gher than th1rd class would 

divert t~s traffic to proprietary carriage. 
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By Decision !~o. 30961 of June 13., 1938" it was found tha.t 

the third class rating had not been justified for statewide applica

t1on" a.s sought. It was pointed out (1) that although cel"tain drug items 

may be of lov: value, may move 1:0. vol'Wlle and -may be comparable from. a 

transportation standpoint to certain commodities rated at third clasS., 

numerous other commodities included within the proposed drug group., 

notably those of the medicine or cosmetic ty:pes" are of lngh value and 

move in small quantities and (2) that even those commodities which 
,. 

move in voltmle do so only between a l1m1 ted number of points.. In view 

ot these circucstances" the Commission said that a statewide change in 

rat1:gs was not ~ranted and that any adjustments required to ceet the 

needs 0-: the drug 1lldustry should 'be accomplished tl'lrough the establ1sh

~ent of po1nt-to-point commodity rates" limited to the points ~d com

!!lOdit1es as to which special rates could be shown to be just:Lfied by 

transportation characteristics and conditions. 

~be Commission recogn1zed the existence of the 1nterstate third 

class rat1ng for drugs as a factor which might ultimately ~e~u1re a 

::r.od1!1ca.t1on of !>art1eUl.ar intrastate rates in order to place Cal1forn1a 

d.1str1'butors on a competitive equa.l1ty with those d.1str1but1ng :£'rom 

jobb~ centers 1n neighboring states. It pointed out,' however, that 

the interstate third class ratios was published on a temporary basis 

and would exPire June 30" 1938" and that, in a:ny event, the competitive 

in!luence or interstate job~ing centers extended only v~th1n limited radii 

thereo! and was not !elt uniformly all over the state. The Commission 

also recognized the possio1l1ty of the tra£fic being diverted to sh1pper

ow.c.ed t::rucks but said tba t no show1rJ.g had been made that rates based 

on third class would be compensatory to the carriers and tbatl moveoverl 

the carriers themselves had expressed no tear of ~ch diversion tak1ng 

place. 

By petition filed October 13" 1938" Allied Drug Distributors 



Association ~ow secks a rehearing or said Decision No. 3096l~.or a 

modirication thereof~ to provide the third class rating as origi:-

all1 requested. ~he allegations set !orta 1n support ot the petition 

are substantially the ss.c.e a:: those made by petit10ner during the cO'Jrse 

of the public hearings and considered bY' the Cortllll1ss1o:c. 1n reaeh1:lg 

its decision. Particular empbas1s is placed on the claim tllat the 

drug industry has been d1scr1m1nated aga1nst~ in that it has been 

subjected to an increase 1n ratings as well as to an increase 1n the 

basic rate scales~ whereas ratings on commodities other than ~gs 

have been left undisturbed. 

While it is true that the drug 1nd.ustry has been subjected to 

a relatively greater increase 1n rates in connect1onw1th certain movements 

than bave other industries, due to the expira.tion or the depressed. 

third class rat1n~ and the subsequent increases in the basic rate 

scales~ this does not establish that the drug industry has been sub

j~cted to discr1m1~tion. Xhe tact that the third class rat1ng tor 

drugs was published on a temporary 'basis shows tba t competition was 

unusually keen in the transportation of that commodity and that rates 

had been driven thereby to a level relatively lower than that of otber 

commodities having comparable transportation characteristics. Inevi

tablY1 where rates are established on a reasonable and compensatory 

level those commodities theretofore depressed. to the greatest extent 

must be subjected to the greatest increases •. The third class inter-

state rating has now expired and the interstate ,competition has been 
, .. 

lessened to that extent. In add1 tion" substantial reduct10ns in the

established class rate scales have been. made by DeCision No. 31606 ot 
1 

December 27, 1938, in Case No. 4246. Upon careful consideration or all 

~ , .. , 

The reductions mentioned w1ll be ot~set to some extent by tbe ~
terpretation placed upon the pa~§l"Irules 'by DeCision No. 31607 of 
December 27" 1938, in Cases Nos. ~ and 4145. However~ it does not 
appear that they will be e11m.1nated -entirely. 
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the allegations or the petition here under consideration, thereZore, 

the COmmission is of the opinion that no good. cause tor the granting 

of a rehear~g or for modification or the decision has been made to 

appear. The peti t10n will be denied. However, it should be under

stood that the COmmission's findings in said Decision No. 3096l related 

to the propriety of a third class rating tor statewide application and 

not to the propriety of modifications of rates for particular movements. 

Therefore, good cause appearing, 

IT IS HEREBY ORD~ that petition of Allied Drug Distr1bu

tors AsSOCiation, filed October 13, 1938, in the above entitled pro-. 
eee~gs, be and it is hereby denied, ~lthout prejudice however, to 

the subsequent filing of a petition or petitions see~ modifications 
. 

in the rates established :f:or particular movements" .of the cot:ml.od.it1es 

involved. 
/ 

Dated. at Snn Francisco, Cnlif'ornia, this ,2..3 - 'daY' of 

January, 1939. 


