Decision No.
BEFORE TEE RAILROAD COLLJISSION OF THE STATE OF CALIFCRNIA

In the Matter of the Application of
RAILWAY BEXPRESS AGEXCY, INCORPCRAIED,

a corporation, for 2 finding under
Section 63 (a) of the Public Utilities
Act that certain proposed increased
rates for the transportation of news-~
vapers between certain points within
the State of California are justified
and an order authorizing the establish-
ing of caid rates.

Application No. 21832
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BY THE COMMISSION:

Avvearances

Pillsbury, lladison & Sutro, by Hugh Fullerton,
for Applicant.

Grove J. Fink, for the San Iranciseco Examiner,
Oakland Post Enquirer, San Francisco
Caell-3ulletin, Los Angeles Zxaminer,
Los Angeles Zvening Herald-Express.

Colkins,hagar, Hall & Linforth, by Jomn U.
Calkins, Jr., for the Daily News Com=
pany, Ltd.

Grove J. Fink and Jonn U. Calkins, Jr., for the
iieClatehey Newsnavers.

Reobinson, Price & llacDonald, by Harry L. Price,
for the Oskland Tribune.

Percy E. Tovme, for San Francisco Cnronicle and
the Los Angeles Times.

WeG. Stone, for Sacramento Chamber of Commerce.
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Railway Dxpress Agency, Incorporated, seeks authority to

readjust its rates for the transvortation of newspapers within

California, the readjustment to result in botkh increases and re-

ductions. Public hearings were held at San Francilsco before Ex-

Rallway Express agency, Incorporated, 1s an express corporation,
engaged in transporting exnress shipments throughout the United
States. It employs railrcads, orincipaily, as its underlying
carriers.
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aminer Preston W. Davis, and the matter was submitted on briefs.

Applicantis present rates for the transportation of news=
papérs within California are (1) rates ranging from 12 cents to 20
cents per 100 coples, applying to transportatlon for specified
publishers from certain publication points to all other points in
the State, (2) a rate of 6 cents ner 100 coniles for transportation
for specified publishers from San Francisce to Sauszlito, from
Sausallfo Vo nearty voints, and between San Frawrclseo and Fast Bay
points, thic rate including only a limited amount of handling ser~
viece by the carricr, (3) a similarly restricted rate of 2 cents per
100 copies for transportaticn for z single specified publisher ve-
tween San Francisco and Ookland, and (4) a rate of l-cent per
pound applying in instances where the cpecific rates referred to
are not applicable. In lideuw of these rates, applicant propoescs to
establish (1) a rate cf ocme-half cent per pound for transportation
between all points within the State for any and 2ll publishers,

(2) a restricted service ratc of 16-2/3 cents per 100 pounds
transportation for any and all publishers between San Francisco

1 East Bay points and between Sausalito and the same points from
to which the 6 cents per 100 copies rate is now in effect.

In justification of the proposed substitution of a 'per
pound" for the "per 100 copies" basis, it was shown that the weight
per copy of newspapers fluctuates widely from day to day and fronm
year to year, and that, moreover, tnils weight varles substantially
as between cdifferent publications. It was asserted, also, that
portions or supplements making uy complete coples are often shipped
separately, dbut require the same service as taough each constituted
a complete copy. Under these conditions, it was claimed, tre
cents per pound basis would give much greater recognition to the
cost of performing the serviee and the value of the service to the

shipver than does the present method of stating rates, and, more-
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over, would remove alleged discriminations now existing between pub=-
lishers of large and small newspapers.2

In addition, exniblits and testimony were Introduced show=-
ing that rates for practically all other commodities are stated In
applicant’s tariffs on a welgnt basis, except in a few instahces
where the weight of the commodity Is constant; that applicant's
rates for interstate transportation of newspapers and for intra-
state transportation of newspapers in other parts of the Unitved
States are similarly stated; and that, with minor exceptioens, all
other common carriers in California maintain newspaper rates on a
wedight bvasis. t was asserted that newspaper publishers nmust
weigh each edition for the purpose of computing charges on inter-
state shipments and shipments via other common carriers, and that,
hence, the basing of Pallway Express Agency's rates on welght
rather than on the number of ¢oples would entail little additional
¢clerical burden on the part of shippers.

In Justification of the proposed adjustments in the
volume of the rates, it was c¢laimed that the rates sought to be in-
creased were inadequate and noncompensstory. It was shown Iin tiis
connection that a rate of 60 cents per 100 pounds was maintained
prior to 191C for the transportation of newspapers witain Calif-
ornla, but that, in that year, this rate was converted to a rate in
cents per 100 coples, based on the average weights of the several
publications at that time. The resulting rate was made applicable
only to certain San Francisco, Oakland and Los Angeles publishers,
it was explained, but related rates were added later for various
other publishers. Subseguently, the restricted service rates of
2 and 6 cents per 100 coples, hereinbefore referred to, were pub-

2

Florlca Rallirond Commps. vs. abandeen & Rockfish R.R.Co,, 177 I.C.C.
735, was clted in support of the proposition that weight is the unit
which best gives recognition to cost of service and value of service.
In that decision, the respondent carriers were required to restate
rates for the transportation of wvegetables on a weight dasls in lieu
of the package basis previously maintained.

—Q-
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liched. The contention was made that operating expenses, as well
as the average weight per copy of newspapers, nrad inerezased mater-
1ally since 1910, but that newspaper rates had not been Increased
proportionately.

o~

Extensive rate exhibits were submitted comparing the
sought rates with those maintained by Rallway Express Agency, inc.
and other common carriers for interstate transportation of news-
papers and for intrastate transportation in other parts of the
United Stetes. These exhiibits show tnat, in general, the sought
rates are no higher than those malntaired by many other common car-
riers for Intrastate transportation within California; by appli-
cant for Intrastate transportation within many otrer states; and
by various common carriers Ly rallroad for transportation of news-
papers in other territories

Operating witnesses compared the manmer in waich news-
papers are nandled with the handling of ordinary cxpress tralfic.
They asserted that, except for the fact trhat no piciup or delivery
service is rendered in comnection with newspapers and the fact
that this traffic requires more expeditious handling, newspapers
are handled similarly to other express traffic. It was argued
that, under the circumstances, existing rates for the transporta-
tion of newspapers were clearly unduly low in comparison with ap-
plicant’s rates for the transportation of general merchandicse.

In so far as value of the service was concerned, appli-
cant's witnesses pointed out that the retail price of certzin news—

papers nad increased in recent years and showed, moreover, taat

a

3 Applicant stated on brief tnat newspaner rates had been increas-
ed 22 per cent since 1910, as a result of horizontal iIncreases au=-
thorized by the Interstate Commerce Commission and this Commission,
wnereas rates on otner exnress comnodities nad been increased ap=-
proximately 44 per cent.
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rates nigner then those nere sought were being vaid by the publish-
ers to competing carriers.

In addition, it was testified that whereas the newsvaper
vublisners formerly employed Railway IZxpress Agency, Incorporated,
almost exclusively to perform their distridbution, otaer forms of
Transportation nad since been sudstituted and applicant was being
employed only for "stand-by services" where truck transportation,
for example, was not avallable or yracticadle. Witnesses stated
that the volume of Intrastate newspaper traffic enjoyed by appli-~
cant nad dawindled vo a small percentage of that previously handled
while the interstate trafliec (in which truck carriers 4o not engaze
to any great extent) as well as the newspaper itraffic handled by
otner intrastate carriers, nad increased.

Lyplicant polinted out trhat substantial reductions would
result wnder its p»roposal in lnstances where the general rate of 1
cent per pound is now applicable. While conceding that little, if
any, traffic was moving undér tae l-cent per pound rate  the hope
was expressed that the reduction would make the service atitracthive
10 publiShQTS in the smaller communities who are now using otaer

means of distribution.

Several newspaper publishers protested the granting of this

application. At the close of appl $ presentation they moved

licant!?
taut the nrocecdling be dismisned, on the ground that no showing suf-

ficient %o Justify the granting of the authority sougnt had been

4 According to applicant, practically no traflfic moves under the
rates of 1 cent and 2 cents per pound, inasmuen as the sneclal

rates apply to transportation for all of the larger oublishers and
as tne smaller publishers 4o not nave a sufficient range of circula-
tion to require applicant's service. Neitier do the transhay

rates move a great ceal of traffic at the present time, applicant
states, inasmuch as the limited number of ferry scheduwles avalliable
do not meet the nublishers! needs. The record does not snow to

wnat extent traflic moves under the 6-cent rate from Sausalito to
the eadjacent territory.

-5




® ¢

made. In addition, protestants off¢red testimony in their own be-
nalf, relative to the effect which the increased rates would have
on thelr distridution nolicles. In support of their motion for
dicmissal, protestants contended applicant nad faliled to show that
the sought rates were consistent with the cost of verforming the
service and pointed out that nmany items of increased costs relied
upon by applicant in justification of the rate increase were not
incurred in the transportation of newspapers. &5 to the antici=-
rated effect of the inecreased rates, protestunts stated that they
would be forced to extend thelr use of nropriectary and contract
truckking operations and introcduced cost studies for the purpose of
showing that this could be accomplished profitably.

Other objections to the granting of the applicaticon were
advanced on brief. Protestants asserted (1) that the nublic :
2 vital interest in the dissenination of news at the lowest pos-—
sible charge and that, therefore, newspapers snould be accorded low
transportation rates, (2) that applicant has advertised that
duced cxpress rates nhave been placed in effect, whereas it is nere
seeking increases, (3) that by reason of infrequent schedules it
offers, the service of Railway X S5 Agency, Incorpnorated, is of
limited value o0 shinpers of newspapers, (4) that, inasmuch as ap=-
plicant believed its newspaper rates to be unduly low for many
yvears dbut took no action, 1V is now e¢stopped from seeking an in=-
crease, (5) that applicant is inconsistent in seeking increases as
to certain saipners and reductions as to other, (%) that the change
from the "per copy'" to the "per 100 pounds' vasis would vlace an
undue clerical burden on shinpers.

In so far as the proposed use of a "per 100 pounds” rataer
than 2 'mer 100 copies! method of stating rates is concerned, it

ceems evident that the cost of transporting nevispapers is more

b




closely related to the welght of the bunéles tnan to the nuumber of
copies in them. It is not disputed that the weight psr copy of
newspapers fluctuates widely {rom day to day ard, morcaver, that
there are wide variations between the average weights per copy of
different nublications. Under these circumstances, the compultation
of charges on a weight basls would appear to glve far greater recog-
nition %o the cost of performing the service and to the value of
the service %o the sninper. The added clerical expenses which the
shippers would be regquired to incwr In ascertalning billing rates
would, it is believed, be far out weighed by the advantages wnich
would accrue to the shinpers from a nondiscriminatory rate basis.
In so far as the pronosed increases in the volume of ex-
isting rates are concerned, nhowever, It cannot be sald on this rec=~
»@ that the increascd rates sought have been shown to be necessary
or justified. Applicant itself estimates that the proposed rates
would return, in the aggregate, 80 ner cent more revenue than would
acerue wnder the rates preseatly in effect. In several instances,
nowever, the proposed rates represent an lncrease of more than 100
“per cent and in at least one Instance an increase of more than 300
per cent would result., lNanifestly, increases as cxtensive as
theze should be authorized only waen the need therefor 1s acute and
the evidence in support thercof strong. Applicant has shown that
rates of substantially higher volume than those here sought are
maintained for transporiation of many other commodities in the same
general territory and that rates for the transportation 0f newsw
papers by other carriers in the came general territory as well as
in many other parts of the United States are similar to those here
sought. On %the other hand, the reccord discloses only in a general
way the tramsportation characteristics of the commodities with

which the existing newspaper rates were compared and the conditions
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attending the transportation of newspapers inder the compnared rates
of other common carriers. TFor example, there is no information
in the record concerning the volume of traffic moving under the
compared rates; the average length of hauls to which those rates
apply; or the traffic ¢onditions encountered thereunder. These
deficlencies prcelude the acceptance of the compared rates as
proper measurements of the level of ratves which should here be auth-
orized.

Although, for the reasons stated, the rates sought can-
not be sald to have been justified, the record is persuasive that
due to the reduction in traffic volume and To Increases in the
average weights of newspapers and 1ln operating expenses, applicant's
existing rates are, in general, unduly low. Information is not avail-
able in this record from whicnh rates in cents per 100 pounds could
be developed whien would give applicant a moderate revenue increase
and yet not result in severe increases in the transrortation charges
required to be paild by the larger newspapers. To accomplisi tals
puryose, it would appear necessary that rates be gradvated according
To the gquantity tendered to the carrier at one time or over a given
period of time and, possidly, that they be related to'the dlistance over
whicn the transportation is performed. An adjustment of this nature
would reculre an analysis of traffic statistles which are not in this

record ané a conslderation of uractical billing problems concerning

which no evidence was introduced.

The record indicates that applicant is transporting por-
tlons of newspapers on different dayc, acsessing charges as though the
several individual portions constituted one newspaner. The service
performed by applicant in transportving individual supplements does not
appear to be materially different from the service performed in trans-
porting individual newspapers and it appears, therefore, that rates stated
in "cents per copy" should be made to apply on nortions of newspapers

when shipped senaravely.
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Upon consideration of all the facts of record, it is concluded
that applicant should be authorized to increase existing rates for the
transportation of newspapers within California (with the exception of
its gemeral rate of 1 cent per pound) by an amount not to exceed 10 per
cent thereof, and to publish a provision tiaat portions of newspapers
shipped separately shall be rated as a complete newspaper. In all other
respects, the application should be denled. It should be understood,
however, that this denial is withoutl nrejudice to the filing of a sup-
plemental application proposing a modified basis of rates in cents per
100 pounds consistent with the opinion hereinbefore expressed.

QRR2ER

Public hearings having been held in the above entitled pro-
ceeding and based upon the evidence there received and upon the conclusions
and findings contalned in the preceding opinion,

IT IS EERSBY ORDZRED that Rallway Zxpress Agency, Incor-
porated, be and it is nereby asuthorized to increase its rates for the
transportation of newspapers within Californiz (with the exception of its
general rate of 1 cent per pound) by amounts not to exceed ten (10) per
cent; and to establish a rule providing, in substance, that portioms or
supplements of newspapers shipped separately snall each be charged for as
a conplete newspaper.

IT IS EEREBY FURTHER CORDERED that, in all other respects, this
application be and it is hereby denied without prejudice.

The authority herein granted shall expire if not exercised
within ninety (90) days from the effective date hereof.

This order shall become effective twenty (20) days after the
date hereof,

Dated at San Franclsco, Californla, this 4//5 “ day of

March, 1940. = @{J
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