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Declision No.

B

BEFORE THE RAILROAD COILISSION OF STATE OF CALIFCRIIA

In the Latter of the Zstablisiment
of maximmm or ninimum, or maxinum
and minimunm rates, ruies and regue
lations of a2li cormon carriers as
defined in the Pudblic Ttilities Act
of the State of Calilornia, as
amended, and all highway carriers
as defined In Chapter 223, Statutes
of 1935, as amended, for the trans-
portation, for compensation or aire,
of any and all commodities,

Case To. 4246

R NP, WL WL A O e WP L S LWL,

In the Matter of the Estadliskment
of maxinum and mindimum, or nawimum
or ainimwm rates, rules and regulaow-
tions of all common c¢arriers, as
defined in the Public Ttlilities Act
of the State of Californiz, as
amended, and 21l highway carriers,
as defined in Statutes 1935, Chapter
223, as amended, for the Tramsporia-~
tion, for compensation or aire, of
any and all agricuitural productse.

Case No. 4293

AL NI I NI IN A IS

DY THE COLIIISSION:
. SUPPLEMENTAL OPINION AND ORDER

4%t an adjourned hearing held in the above eatitled pro-
ceedings in Los Angeles on May 3, 1940, before Examiner P. W. Davis,
a proposal was made that the operation of tize minimum rates, rules
and regulations heretofore estadvlished and now in effect for the
transportation of hay and related articles from all points in California
Into the Los Angeles~Hynes and San Diego %territories be temporarily
suspended-for‘a periqi of not less than six months. 7This proposal
was made in behalf of various individumals and organizdtions repro-
seating nay producers, hay dealers anl higaway carriers.

The cornditions relied upon as demanding and Justifying the
sougzat susﬁensions are substantially the same as were shown in

support of a request for a rate reduction, made zt an adjourred hearing
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held in Case No, 4293 in Los Angeles on Sepiember 19, 1939. The
evidence introduced at tha% time was swmmarized in Decision No.
32413 of October 3, 1939, in which decision the rate reduction was
found not %o have deen justified, ZHowever, tiae evidence introduced
at the later hearing is soxewnat more detailed and, at the expense
of repetition, the facts and circumstances leading up to tae instant
reguest for suspension of the hay rates will again be set fortz.
These facts and circumstances, as they appear in the record, are as
follows:

Prior to tine establishment of minimum rates, the "going®
rates £or transportation of nay from the Imperial Valley into tae
Los Angeles-dynes markets ranged gemerally detween $3,00 and $3.50
ier ton, although as much as $4,00 per tom was charged during some
periods. The average rate was {rom $3.25 to $3.35 per ton. Tae volumze
of the "going" rate depended mainly upon the availability of truek
equipmeﬁt. Dﬁring the heavy shipping season there was often a scarcity
of equipment'and vae carrlers were able to obtain relatively aigh
rates, During the balance of the year, on the other hand, there
ordinarily was an overabundance of transportation facilitlies and,
rather thenm allow their trucks to stand idle, the carrlers were willing
to hawl nay for practically any rate the hay dealers were willing to
PaYe

The ninimum rate establ;shed by tae Commission for transporta-

tlon of ha& from t%e Imperdal Valley into the Los Angeles-~dynes territory

was $3.70 per ton. Tais rate became effectivé alter the neavy saippirg

Mininum rates for transporiation of aay from Coachella Valley,
Salton Sea and Imperial Valley territories to Los Angeles~Zynes and
San Dlego territories f£irst became effective Septexber 18,. 1937, (Deci-
sion No, 30025 in Case No. 4038, Part "RY), Rates from Lancaster and
Bakersfield territorles were added effective Jume 23, 1933, by Decision
No. 30348 in Case No. 4293. The latter decision also »rovided a mileage
scale for transportation of hay between other points in California,.
Amendments not here important were made by supplemental order. There=-
after, by Decislon No, 32609 in Case No. 4246, the aforesaid rates were
Incorporated without material change Into Zigaway Carriers? Tariff No.
2, (Appendix "D" %o Decision No. 31606, ac amended), which-tariff also
names rates for tae traunsportation of genersl merchandise.
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scason had passed and at a time when there were many carriers Iin
the field with 1dle pileces of equipment, Taose carriers who were
unable to obtain loads from the legitimate'hay dealers or to find
employment in otaer {ields soon commenced the practice of purchasing
hay In the Imperial Valley, carrying it into Hyrnes and there disposing
of it directly to consumers, 3y thls means, they were azble to keep
their trucks busy and, possibly, to make wages for themselves,

Tae purchase and sale of hay by truck operators was not
new to the hay industry and was not conceived originally as a means
of avoldling the established mininmum rates., Itinerant merchsnts had
operated £or many years prior to tae establishment of mindimum rates
for hay transportationé but they did not handle sufficient tonnage
to control the market, The sudden invasion into the dbuying and
selling field by the nany'trgckmen 7ho previously rad been operating
as highway contract carriers, however, diverted so much business from
1ts normal trade channels taat prices charged by these operators fixed
the mexdmum which the legiyimate hay dealers were able to charge.

The loss of control over market prices by the legitizate

hay dcalers has had a cemoralizing effect wpon the entire hay in-
dustry, as well as upon the tralfic of carriers who have continued
to operate as contract carrlers, Having inadequate resources to

2 . . . . :
én Decision No. 30025 of August 20, 1937, supra, the Commission
sald:

"The record indicates that at the present time over halfl of tae
above hay tonnage Iis moved by truck operators who duy at the ranca
and resell at the market, or by dealers who operate their own equip~
nent. The former taXe taelr transportation costs out of the difference
botween. the purchase and resale price, EHence at the present tinme
over 50 per cent of the movement is in private hands., ZThe Tfor hire!?
truck transportation of nay ic provided entirely by the. so=¢elled -
'Contract Carrier,! It does not appear that the franchised truck
iines now participate . in any oL this movement., 4 study of 99 trucks
engaged in the movement of nay indicates +that only 46.5 per ceat are
operated by so-called fContract Carriers.' 4n additional 16.1 per
cent were operated by contract hawlers who at times bought and sold
the hay, acting as dealers, The remaining trucks are operated by
dealers or growers. Dealers with thelr own fleet of equipment avall
themselves of tihe 'for hire?! carriers! services dwring tae peak
summer moaths."” - - -
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finance the purchase of even a single load of hay, tae itinerant
merchants uswally pay the producer by check, hoping to cover the
chock with the proceeds from tze sale at destination. The success
of this type of operation depends, of course, upon the ability of

the carrier to effect a »rompt sale of his load. Often a purcaaser
caxnot Immedlately be found, aowever, and loads are sacrificed at

the Hynes market, for example, for as little as $2.,00 or $2,50 per
ton avove the price paid in the Imperial Valley. Dairymen, who <on~
stitute the largest group of purchasers, have been guick to recognize
the possidbility of buying hay at a lower ¢ost from itinerant mercaants
and have taken full advantage of the situation. Thus, the sale price
of hay in the Los Angeles-Zrmes market has been depresced far below
a normal level. Returns to producers, t00, have necessarily been
lessencd, and the traffic moving by contract carriers has diminisked

almost to the vanishing point.

All witnesses agreed that the establisked minimum rates

were reasonable in and of themselves and were justified by the cost

of performing the service. Taey expressed tae opinion, however, that
the smaller operators wao have only one or two pileces of equipment
and who hawve low overhead costs could afford to haul at lower rates.
Petitioners asked that, in the event the Commission con-
cluded that the rates in question could not properly be susdended,
the rate from Imperiel Valley into the Los Angeles~Eynes area be re-
duced to $3.00 per tom; that related rates be established from the
other majér producing territories; and vthat restrictive rules covering
accessorial services be eliminoted. They stated that this basis world
probably ald the hay dealers substantially, but claimed that the minimun
rates have a tendency to become going rates, whereas, if complete sus-
pension were granted, the carriers might sometimes be able to obtain

bigher rates voluntarily.




Petitioners do not expeet that suspension of tae ninimum

Tates would entirely solve their problems. They believe, however,

that if the legitimate hay dealers were permitted to bargain with
the carriers without restraint, they would be able to obtain rates
low enouzh to enable them to compete with the itinerant truck mer-
chents and thus to regair control in the market., Tiais accomplisihed,
they are nopedl of being able to increase the puréhase and sale
price differential To suckh an extent taat they will again be able

to pay & reasonabvle ané compexnsatory rabte for the transportation.
They thirl that some restlts could be shown witk 2 suspension of

six months, alvhaough most of the witnosses expressed the opinion that
a suspension for one year would be preferable.

The Commission Is sympathetic with the plight in whick the
hey industry finds itself as a result of tize activities of itincrant
merchaonts, It recognizes, morecover, thet the beneficial results
which 1t had been boped would be brought sbout by rezulation of
itincrant merchants cannot materialize under exdsting legislation.

In attenpting to cure by indirect means the ovils Inherent Iin this
type of operation, aowever, care nust be taken that another serious
condltion is not brovgat about. It appears 0 us inevitable that a
suspension of the operation of the ainimum rates would proéuce a
sitvation Just as undesirable and Just as detrimental to tze a2y in-
dustry, the carriers and the public as that witk whick we are here
confronted,

Transportation charges are oze of the major elemexnts of the
¢cost of doing‘business by hay dealers, JAny rate advantage wowld
nanifestly place the dealer enjoyins 1t in an extremely favorable
position from & competitive standpoint., It follows, and the witnesses
agrecd, that comsiderable bencfit accrues to tiae hay industry in having
a stable and kmown basis of transportation rates so tzat eack dealer

will mow the minimum rate whler his competitors are payirg. Suspension




ef the ninimum rates would undoubtedly embroil the hay industry

in 2 competitive situgtion comparable te that exlsting prior to
reguwlation, under which no shipper could be sure that his competitors
were not obtaining the benelfit of lower rates.

In view of the excess number of carriers wying for this
traffic, moreover, suspension of the minimum rates and the comsequent
return to the "law of tae Jumgle" would certainly result in depressing
highway carriei retes far below the level neecessary to enable such
carriers and thelr patrons to meet the competition of the itinerant
mexrchents, and below the level walch woulld enable reliable operators
wiin sale equipment 1o realize even thelr actusl out=of-nocket costse
Clearly, thds situation wouwldl he coatrary o tiae interests of hay
producers, nay dealers, nay rawlers and the traveling public alilke.

In essentlel aspeets, the problen here appears to be little
different from that presented In adjusting rates to place fer-nire
carriers on & competitive footing with proprietary operators. In many

nstances the Commission has fownd It necessary to reduce minimum
wtes below a fully~conpensatory level Iirn order to prevent a diversion
traffic from for-hire to proprietery carriage. The operatlons of
nerant trnck merchants, wkile neot strietly classified as proprietary,
rrtheless offer & similar competitive threat. For tils reason,
ductlon Zn the established minimem rates the level necessary o
‘6 for-pize carriers te conmpete with Itinerant truck merchants In
ransportetion of hay within the territory rere involved Is clearly
Ctlede
According to the record, a rate of $3.00 per ton from Imperial
e Into the Tos Angeles=-Eyncs arez, and related Tates between tize

“incipal srodizeing and consunirg markets, will eneble hay dealers

te effecvively with itinerant nercnsnts, and, in so coing, to

ae servites of hnighoray contraet carriers. ZReducticrns in the

"
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tonad minde rates to that basls will be nade by the order herein,
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of the minimum rates would wndouvbtedly embroil the hay Industry
In a competitive situation comparable to that existing prior to
regulation, under which no shipper could be sure that his competitors
were not obtaining the benefdt of lower rates.

In view of tre excess numpber of carriers vying for this
traffie, moreover, suspension of the minimum rates and the comsequent
return to the "law of the Jungle® would certainly result Iin depressing
hignway carrier rates far below the level nccessary to enable such
carrlers and toelr patrons to meet the competition of the itinerant
merchants, ané below the level wihlch would enable reliable operators
with safe equipment to realize even thelr actual out=of=poclet costs.
Clearly, this situavtior would be contrary to tic Interests of nay
producers, hay doalers, hay nawlers and the Ytraveling public alike.

In essentlal aspects, the problem here appears to he little
different from that presented irn adjusting rates to place for-hire
carriers on a competitive footing with proprietary operators. In many
Instances the Commission nas found Lt necessary to reduce nminimum
rates velow a fully~compensatory level in order to prevent a diversion
of traffic from for=bire to provrietary carriazge. The operatlions of
itinerant truck merchants, while not strictly classified as proprietary,
nevertheless offer 2 similar competitive tareat. For this reason,

2 reduction In tae established minimum rates to the level necessary o
enable for=hire carriers to compete with itinerant truck merchants Iin
the transportation of hay within the territory here involved Is clearly
Justified.

According to the record, a rate of $3.00 per tom Lrom Imperial
Valley into ta¢ Los Angeles~Eynes area, &né related rates hetweern the
other principal ﬁrodﬁcing and consuming markets, will enable hay dealers
to compete effectively with itinerant mercnants, and, in so doing, o
utilize the services of highway coatract carriers. Reductions In the

established minimum rates to taat basis will be rmade vy the order herein.

b




Also, the added charge provided for swpping in transit to dlsplay
loads will be eliminated, since no ecguivalent charge is made dy

itinerant merchants.

ORDER

An adjourncd hearing naving been held in the above entitled
proceedingé, and based upon the evidence thnere received and upon the
conclusions and £indings contained in the foregoing opinion,

IT IS HEEREBY ORDERED that Hiszhway Carriexrs! Teriff No. 2,
(sppendix YDY of Deedsfon Fo. 31606, as amended), be and it 15 neredy
amended by substituting therein Second Revised Page 51-I (Cancels
PTirst Revised Page 51-I) which page is attached hereto and by tkis
reference mede a part hereof,

IT IS HEERRRY FURTEER ORDERED +hat in all other respects sald

Decision No. 21606, as amended, saall remain in Dwll force and effecv.

o

This oxder shall become effective or the date hereol.
Dated at San Franecisco, California, this,;_lLEé;;_ day of

Commissionors.




Socond RMSOd Page eosre 51-1
Cancols
First Reviced Pago eese. 51=I . EIGHWR CARRIERS® TARIFF NO. 2

Ttem SECTION NO. 3 CQOIODITY RATES (Comtinued)
No. ' In Cents por 100 Pounds

BAY AND RELATED ARTICLES, vize:

Foddor, boan, ¢one, COIn Or DAn,
Hay,

Leaves, cactus, dried,

StraW,

See Ttem No. 271 series for degeription of ‘torri‘tgz"éoa.
, XY

]

Los Angeles—Hynos [ San PDiego
Territory N Texrritory
RATES (See Note 1)

é Windmum | é Minimum

Aoy Velight gy Weight

Quantity 20,000 Quantity 20,000

. Pounds : Pounds

(1)41 (1)24
39 i2
47 15
(134 (1)20
43 14

FRQU

Bakersfield Territory
Coacnoelln Talley Torritory
Tmpericl Valley Territory
Lmcastor Territory
Salton See Territory

4T
&

a7
(1) Rates apply oxly for |
transportation of Hay.

R e el Bt e e i —\-‘

NCTZ l.=-(2) Ratos include services of driver ond ome helper %o
perform loadiz(zg; unlocding or othor accessoricl sorvices.
${(D) W w *
(¢) Rates mre no*t subject to tho provisions of Items
Nos. 110, 15031160, 170, 220 or 230 sories.
(d) Vhon baled hay or eny other commodity described in
this item is picked up from severel points izm a single field,
the .point of origin of the composite shipment shall be deemed o
be the point of pickup most distast Zrom point of destingtion. An
additionsl charge of li- conts per 100 pounds skall ‘oe assessed
for picking up and loeding baled hay Ifrom scattered points im tze
field.
‘(Q) * % W

CQCIODITY RQL

Ico Porterville

Minimun Veight Tulare
20,000 pounds.! Visalia

Exetor

S
%
N
)
b
o

iReduction, Decision No.
* % % Dimingted

EFFECTIVE Juse 3, 1940
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~ Issuod by The Railmad Commission of the Stote of Californis,
Correction No. 120. . Son Francisco, California.
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