Decision No. 2TNA

BEFORZ THEE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

Tn the Matter of the Investigation )
by the Commission upon its own motion )
into the rates, rules, regulations, )
charges, allowances, contracts, prec- )
tices and operatiops of all ¢orxmon )
carriers as defined ix the Pudblic )
Ttilities Act Of the State of )
Californie, as amended, and highwey )
carriers as defined in Chepter 223, )
Stetutes of 1935 of the State of )
Celifornie, as amended, relating to )
the pickup end delivery of propexty )
incident to line haul tremsportation. )

CRAEMER, Cormissioner:

Additionel Appearances

Burgin, C. Oa (by J. C. Scmmers) for Port of
Stockton.

Kendall, Jeckson W.,for Celiforaia Ven &
%zgrage Association and Bekins Van

es.

Patton, A.E., Zor Richfield 0il Company.

Reed, N. W., for The Atchison, Topeke end Senta
Fo Rallwey Compeny.

Sommers, JTe Ce £Or Stockton Chember of Commerce.

Steele, F. W.,Tor Western Pacific Rallrocad Com-
pany, Tidewater Southern and Sacramento
Northern Reillway Company.

CPINION

This proceeding is an investigation dy the Commission
upon its own motion into the rates, rules, regulations, charges,
allowances, ¢ontracts, practices and operations of common car-
riers and highway contract carriers, relating to the transporta-
tion of prOpert} to or from their termiﬁals, stations oxr depots
incident t0 line-naul movements. It was instituted upor represen-
tations of verious interested parties thet certaln carriers were
attempting to attract traffic by meking excesslive and discrimina-
tory peyments for the performemoe OF pickup and deliv;ry services
and that this practice was causing an wnnaturel routing of freight.

Prelimizaery public bearings herein were held in Sen
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Frepeisco and Los Angeles, following which an interim order (Decl-
sion No. 32377 of September 26, 1939) was issued directing all
respondent carriers to file with the Commission, for its confiden~
$ie] informetion, copies of all contracts and sudb-oontracts cover-
ing the performence of plokup end delivery services; eand to cancel
all coptracts mede with draymen acting &s shippers or shippers?
agents and providing for payments In excess of the regular tariﬁ
allowances made to shippers generally. Thereafter further pubdlic
hearings were held in Sen Frencisco and Los Angeles and the matter
i3 now ready for disposition.

A member of the Commission's staff who had been essigned
to conduct; an investigation Into piof:up and delivery practices testi-
ried thet line-hau) cerriers were found to be paying widely varying
amounts €O local draymen, perticularly to those affiliated with pudblic
werehouses, for the performence of what appeared To be similar aer-
vices, and were able, theredy, to obtain the traftic which Those
dreymen controlled. EHe testified, further, that 4n the absence oT
cost data the rates of compensation paid could not be condemned as
being in excess of the cost of performing the service, bPut that he
was convinced thet cost was onmly an incidentel factor in determin-
ing the volume of the payments. This witness asserted, moreover,
that his investigation had disclosed that common carriers in the
10s Angeles metropoliten district had executed comtracts directly
with public warehousemen IOr the purpose of influencing the routing
of freigzht controlled by those werehousemen. As a consequence, he
said, those warehousemen Wore receiving greater amounts for dring-

ing freight to the cexrlers?! depots then were provided in the ocar-

rierst tariffs to be paid sﬁippers generally.

In addition, a senjor engineer of the Commission's starfl
presented studies of the cost of performing pickup and delivery
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service in connection with the shipments origimating in public

warehouses in four representative cities. The results of these

studies are shown in the followizng tabdble:

Weighted Average Cost
City (In Cents Per 100 Pounds)

San Fremcisco 92.85
«26

Los Angeles 6.26
Qakland o14
Saorsnento 3.8 S

A representative of the Southern Pacific Company who had
been 1n charge of the meking of pickup and delivery contracts for
& nunber Of years stated that his company employed a so-called
"primary” contractor in San Fremcisco for the performance of ordinary
plckup and delivery sorvices: and that sudbcontracts were negotizted
between this primary contractor and other draymen £or the picking wup
of freight on whioh those Qraymen controlled the routing. He ex-
pressed the opinion that from an economy standpoint it would be to
the advantage of his company t¢ employ & single comtractor in each
¢ty dbut stated that under existing competitive conditions it was
often necessary to grant subcontracts in order to retain or obtain
traffic. Similar testimony was given by the general menager of
Merchants Express Corporation and by a witness for Interoity Trans-
port Iines and Pioneer Express Company.

Reopresentatives of various public warehousemen and thelr
drayage affilistes testified, on the other hand, that although the
payments being received under their contracts with line-haunl car-
riers varied widely, the variations were justified By differences
in transportation conditions. They denied that any of the contract
payzents were unreasonadble Or excessive.

The views as t0 what action should be taken under the exist-
ing circumstances were widely divergent. Proposals were made that
the interim order be mede final without cheange; that it Le made final
with the modification that the contracts filed pursuant thereto de
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opened to public inspection; that a maximum level for contract
dreayege payments be prescribed; thal a maximum level de prescrided
for sub=contracts or secondary contracts dbut 20t for contracts
covering general pickup and dellvery service; and that 2 minimum
level for Arayage payments bde prescrided. The consensus appeared
%0 be, however, that the interim order should be mede Tinel in 1ts
present form.

The record indicates strongly that excessive payments are
being made for the performance of pickup and dellivery services, and
that the principel purpose of such excessive payments is to Influ-
ence the routing of freight. Manifestly, thkis practice temds to
increase the opereting expenses of the line-haul carriers without
giving eny compensating benefit; hence it is neither in the interest
of the carriers nor of the public that it be continued, TUrder the
City Carriers! and Eighway Carrlers' Acts, The Commission has eample

Jurisdicticn %o £4x maximum retes to be charged by draymen for the

perrormence of pickup and delivery service incldent to line~haul
movements. The record indicetes, however, that the prescription of
maximam retes at this time would have a tendency, at least, to raise
cortein contract drayage payments €0 an unwarrented extent. While
tbe prescription of meximum rates mey ultimetely become necessary,
it 1s possible that the practice of meking excessive payments cém

be stemmed by continuing in effect the provisions of the interinm
order relstive to the Tiling of contracts with the Commission and

by meking those comtracts which call for wnusually high payments

the subject of Individuel investigetions. TUnder these circumstances,
it eppears that for the present the interim order skould be con-
tinued in effect without chenge and that the reasonedlemess oI peay-
ments which appear to bde excessive should be mede the subject of
{nddividuel investigations as they come to the Commissiont's atten~
tion.




I recommend the following form of oxrder:

SRRER

Public resrings having been held Iin the above entitled
proceeding and based on the evidence recelived at the hearings end
upon the corclusions and findings conteined in the preceding
opinion,

IT IS EEREBY ORDERED thet Decision No. 32377 of Septexber
26, 1939, (Secozd Interim Opinion end Order) in the above entitled
proceeding, be and 1t is hereby comtinmed ir full force amd effect.

IT IS HEREBY FURTEER ORDERED that the Commissiorn shall

reve and it does hereby retain jurisdiction of this proceeding for

the purpose of altering or zmending the rules and reguletions here~
by or hereinbefore established or prescrided axd for the purpose of
issuing such other order or orders as may from time t0 time appear
proper in the light of other or further evidexnce received herein.

This order shall become offective twenty (20) days after
the dete bhereof.

The foregoing opinion and order 2re hereby approved and
orlered filed as the opinion and order of the Railroad Commission
of the State of Califormie.

Dated at Sex Frencisco, Californis, this,/g dey of

Januery, 1940C. ,<:Z§z~4v/ d(




