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FACTS REGARDING RAILROADS, PUBLIC HIGHWAYS, AND
MOTOR VEHICLES

History of Railroads in the United States

Construction Commenced

The first railroad in the United States began operation in
1830--102 years ago. Thereafter railroad construction proceeded at a rapid

pace, particularly after 1850,

Early Reilroads Were Built Largely by Public
Contributions

No doubt railroad construction during that period was greatly
stimulated by the gifts of land and cash subsidies paid to the promoters by
the general public. In fact, the railroads constructed during that period
were built largely by public contributions rather than by the promoters who-
professed to be building them. As stated in an editorial by Mr. Chas. P.
Stewart of the Central Press Association, Washington, D. C., May 21, 1932:

"The land given to railroads built through the west
during the period of their great development aggregated
an area almost exactly equaling the Austrian empire's
prior to the World War.

"It was uniformly good land. The companies' experts
made sure of that. -

"For example, Iowa, generally recognized as, acre for
acre, one of the agriculturally richest spots on earth,
was included among several states which voted between 20
and 25 per cent of their soil to encourage railroad build-
ing.

"Besides gifts of land, cash subsidies were paid to
stimulate railroad construction, in amounts it is impossible
to accurately trace.

"4t any rate, they footed high into the hundreds of
millions before the end of the first third of the nine-
teenth century and grew vastly larger in later years.

"In fact, the roads really were built largely by
public contributions rather than by the promoters who
professed to be building them. '

"The promoters, however, were not satisfied with
having their properties virtually presented to them.

"They sold stock and floated bonds to raise money
ostensibly for construction purposes, Then théy orpanized
companies to do the work, charged for it "ad 1ib" and of
course O, K.'ed their own bills.
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"As years passed water was added from time to time
to a total volume at wh'ch omnipotence alone can guess today-——
but oh! a lot of it. :

"These early bullders cannot have foreseen that the
fictitious capitalizations they were creating would serve
their successors as a basis for demanding profits upon
enormous investments which never actually were made in the
roads. .

"Such has proved to be the case, but immediate
plunder probably was all that the pioneers had in mind,

"To a great extent they sold their gift lands and
pocketed the proceeds. They realized on their padded
construction and put the cash into something else. They
disposed of their watered shares and bought sounder
securities. They took their swag and got out."

Railroads of the Nation Are Subsidized
by the Government

The Interstate Commerce Commisgion, hereinafter termed the Com-
mission, in its annual report to Congress December 1, 1932, shows that it
has approved loans of the Reconstruction Finance Corporation of $346,829,~

172 to the railroads.
Mileage in United States

On December 31, 1930, as rencrted by the Commission, there were
251,176 miles of railroads in the United States, of which 2,494 miles were
in Arizona,

Inflated Book Value of Railroads

The Commission on July 29, 1920, in Increased Rates, 1920, 58

I,C.C. 220, found that the value of property of steam railroads held for snd
used in the service of transportation was, for rate-making purposes, approxi-
mately $18,300,000,000. The railroads at that time contehded that the cost
of road and equipment shown by their books as of Decembar 31, 1919, was

$20,040,572,611. In June, 1931 in thec 15 Por Cent Case, 1931, 178 I.C.C.

539 and 179 I,C.C. 215, hereinafter termed the 15 Per Cent case, the rail-

roads contended that the property investment of Class I railroads in road
and equipment at the close of 1930 was $25,664,656,010. However, the

underlying studies made by the Bureau of Valuation of the Commission showed
-2



.that the reproduction costs for all steam railroads (Classes I, II, and

I1I) as of December 31, 1930, at period prices, less depreciation, was
$22,269,536,110; and at 1931 prices, less depreciation, was $21,581,016,255.
Thus, it is apparent that at that time the book value as shown by the carri-
ers exceeded by more than $4,083,689,755 the reproduction costs as determined

by the Commission.

Railroads Heve Failed and Refused to Comply
with Consolidation and Pooling Provislons
of the Existing Law
The costs of maintenance and operatiom, including salaries of the
executives, of the railroads of the nation, irrespective of what they may
be, are paid and borne by the general public. Early in 1920 Congress
' - corporate
recognized that the continuance of the hundreds of needless separaté7entities
of the railroads was unnecessarily costing the general public millions of
dollars annually, and ‘therefore honest, efficient, and economical management
of the railroads was impossible. Consequently, the Congress instructed the
Commission to prepare plan for the consolidation of the railroads into a
i '
limited number of systems preserving existing competition as fully as
possible and wherever practicable.

The Commission, responsive to the consolidation provision of law,

issued its tentative plan for the consolidation of the railroads on August

3, 1921, Consolidation of Railroads, 63 I.C.C., 453. Said plan provided
that the railroads be consolidated into nineteen systems. Moreover, on
December 9, 1929, the Commission rendered its final report for the conscli-

dation of the railroads, Consclidation of Railroads, 159 I.C.C. 522. The

final plan of the Commission provided for thes consolidation ®f the numerous
railroads into twenty-one systems.

The'man;gement of the railroads has failed and fefused to comply
with the consolidation provision of law. It has not consolidated the numerous
lines into a limited number of systems. For the year 1919, a total of 845
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Class I, II, and III railroads filed annual reports with the Commission,
compared with 724 for the year 1921. Thus, it is-clear that the number of
steam railroads reﬁorting to the Commission in 1931 exceeded by 703, or
more than 3,247 per cent the number of systems which the Commission con-
siders essential ﬁo secure honest, efficient, and economical operation and
preserve competition as fully as possible and wherever Rracticable.

The existing law does not only contemplate that the railroads
shall bz consolidated into twenty-one systems, but it further contemplatés
the pooling of facilities, traffic, and earnings by such systems. The
railroads have hOt complied with the pooling provision of law. In & few iu-
stances some of the railroads have effected pooling arrengements, but,
generally speaking, they have not complied with the spirit or letter of the
law. On the contrary, instead of pooling their terminal facilities and
operations, the railroads during the years 1920 to 1929; inclusive, con-
structed and placed in operation 17,137 miles of additional yard tracks and
gidings, compared with 2,045 miles of first main track and 5,281 miles of
other main track., # -

In addition, during that period, the railroads constructed and
maintained thousands of uniteg of equipment not required under the consolida-
tion provision of law, In fact, during the year 1929, when the railroads
handled the peak volume of traffic, there was a substantial surplus of all
clagses of equipment.

That is not all. The failure of the railroads to consolidate
their properties and pool their terminal facilities and operations has
resulted and is resulting in the movement of thouséﬁds of empty units of
equipment, aggregating billions of empty car-miles annually, mérely for the
purpose of returning such cars to the lines of their owners; Under con-

_ solidatad operation of railroads, as contemplated by Congress, this move-
ment would be substantlally reduced, thereby saving vast sums of money

anhually by the‘general public.
4



Exorbitant Sslaries of Rallroad
Executives

Moreover, the railroads have continued to pay exorbitant salaries
to the chairmen of their executive committees, presidents, and other execu-~
tives. For example, an investigation conducted by the Commission shows
that in February, 1932, the rmilroads were paying the chairmen of their
executive committees salaries ranging from $25,000 to $155,000 per year.
The salary of the Chairmen of the Executive Committee of the Southern Paci-
fic System was $135,000 per year. The investigation further developed that
the railroads were paying their presidents salaries ranging from $30,000
to $155,000 per year. The annual salary of the President of the Southern

Pacific was $90,000.

Additions to Investment in Road and
Equipment

Notwithstanding the faillure anf refusal of the management of the
railroads to consolidate their properties and pool their facilities and
opzrations as required by law, and their further failure to place their
passenger and allied busgness on a paylng basis and thug aveid the piling
up of snnual passenger losses of approximately $450,000,000, the railroads
of the nation during the years 1921 to 1930, inclusive, added $5,551;715,~
150 to their investment account in road and equipment--an increasq of nearly
28 per cent. However, during said period the number of miles-of-road owned
decrsased 3.R1 per cent. The average investment per mile-of-road owned in-
creased from $86,941 to $114,954, or 32 per cent. Moreover, the average
investment per mile-of-road owned increased 21.1 per cent betwecn 1922 and
1931, although the volume .of traffic, measured by productive gross ton-miles,
in 1930 exceeded that for 1923 by only 2.6 per cent. Thus, it is clear,
neasured by the volume of traffic, even during the peak year, the infestment
in road and equipment has been increased far in excess of actual necessity,
even under the existing uneconomical methods of operation.
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Railroad Dividends

However, during the years 1920 to 1930, inclusive, the railroads
paid dividends amounting to $4,951,555,819. Class I roads alone paid divi-
dends in 1930 of $506,624,912. This is equivalent to an average rate of
7.82 per cent on dividend yielding stock. That is not all. The corporate
surplus of Class I railroads increased from $3,142,416,871 in 1920 to
$5,177,568,461 in 1930. The increase in the appropriated surplus during
this period amounted to $116,168,097, compared with an increase of $1,918,-

983,493, or more than 100 per cent in the unappropriated, or free surplus.

RATLROAD REVENUES
Freight Revenues

Notwithstanding the failure and refusal of the railroads to com-
ply with the consolidation and pooling provisiong of the law and thus operate
their properties honestly, efficiently, and economically, the freight busi-~
ness of the railroads as a whole is doing reagsonably well, present economic
conditions of the nationyconsidered. The following table shows freight

revenues and expenses of Class I steam railroads for the calendar years

1930 and 1921:

: 1 9 3 0 :
: ¢ United States ¢ Western District :
:Freight Revenue : $4,214,313,386 s $1,654,144,632
:Freight Expense : _ R,851,067,733 : _1,065,247,186

: ¢ 1,363,245.653 : 588,897,446

A 1 9 3 1 ,

United States Western Distriet

°s 43 se @3 4+ 23 S8

:Freight Revenue :  $3,359,752,917 $1,306,509,475
:Freight Expense : 2,305,358,533 : 854,417,906
: :  1,054,394,384 452,091,569

It will be noted that in 1930 the freight revenue for the United
States exceeded the freight expense by $1,365,245,653. ~loreover, that the

freight revenue for the Western District, which, roughly speaking, includes
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the territory west of Chicago, St. Louls, and the Hississippi River south
thereof, exceeded the freight expense by $588f897,476.f-Furthermore, it will
be noted that in 1931 the freight revenues fer the United States and the
Western District exceeded the freight expense by $1;D54,594,584 and $452,-
091,569, respectively. Stated otherwise, in 1930, only 67.65 cents and
64.40 cents out of each dollar collected for freight service were required
to pay freight operating expense in the United States &nd for the Western
District, respectively. In 1931 only 68.62 cents and 65.40 cents out of
each dollar collected for freight service were required to pay the freight
operating expense in the United States and the Western District, respectively.
The Commission, in its annuel report'fo Congress December 1, 1932,

estimated that the increases authorized by it in the 15 Per Cent case, which

became effective January 4, 1932, will likely produce approximately $75,000,-
000 additional freight revenue for the railroads in 1932, |

Thus, if the railroads would conduct their passenger business as
profitably as the freight business instead of piling up passenger defiéits
of something like $450,000,000 annually, the railroads would even now, under
adversity in a period of great depression, be earning cnough to stabilize

thelr credit situation.

Passenger Revenues

However, passenger and allied services continue to lose millions
of dollars and pile up huge deficits annually, notwithstanding that the
present basic passgenger fare of 3.6 cents per mile exceeds by 1.6 cents, or
80 per cent the prewar basic fare of 2 cents per mile. The table beiow
shows the revenues derived from passenger and allied services, and ex-
penses of such services for Class I steam railroads for the calendar yea£s

1930 and 1931:



1 9 3
: United States

- Western District

:Passenger Revenue: $1,066,885,484 -

os se we ot |a 1O

$365,018,105  :
tPassenger Expenset 1,079,860,954 409,515,146 5
: :Deficit -~ 12,977,470 Deficit 44,497,041 :
1 9 3 1
: :  United States : Western District :
:Passenger Revenue: $ 828,590,327 $274,128,477 :
:Passenger Expense: 918,216,083 : 337,655,059 :
H sDeficit 89,625,756 t Deficit 63,526,562 :

It will be noted that the revenues from the passenger and allied
services failed by millions of dollars annually ﬁo cover the'meré expense of
operation, not to say anything about contributing their proportionate share
towards taxes and return on railroad property. Thé paésenger deficits for
the United States as a whole were $12,977,470 and $89,625,756 in 1930 and
1931, respectively. For the same years the passenger deficits in the Western
District were $44,497,041 and $63,526,562, respectively. Stated otherwise,
in 1930 for each dollar collected by the railroads for passenger and allied
services for the United States as a whole and the Western District, the rail-
roads paid out $1.0122 apd $1.1219, respectively. Morcover, for the year
1921 for each dollar collected by the railroads for passenger and allied
services for the United States as a whole and the Western District, the rail-
roads paid out $1.1082 and $1.2317, respectively.

With respect to the staggering deficits in the passenger and allied

services which have been piling up for years, the Commission in the 15 Per

Cent case, at page 584, stated:

"Foremost among the problems to be solved (by the
railroads) is that presented by the passenger service.
Broadly speaking, this service for the country as a whole
fails by something like $450,000,000 annually to contribut-
ing its proportionate share toward taxes and return on
railroad property. ¥ ¥ 3 In other words, if the carriers
were able to conduct the passenger business as profitably

" a8 the freight business, they would even now, under ad-
versity in a period of great depression, be earning
enough to stabilize their credit situation. The freight
business as a whole i1s doing reassonably well, present

8-



conditions considered. The carriers in this record
point out the substantial curtailments of passenger
service which have been made in an endeavor to reduce
losses. * 3 # But much more drastic measures will be
nécessary if the staggering deficit incurred by that
service is to be reduced to bearable proportions. 4
little has been done in the pooling of competitive
train service by rival lines,but we believe that the
opportunities in this direction have by no means beéen
exhausted. Much more can be done under existing law.
On some lines it may be necessary for the companies
to retire from the passenger business entirely. On
others it may be that better service with lighter
trains at greater speed and at lower fares will re-
vive patronage and reduce expenses, ¥ # % ¥

Railroads, Including Southern Pacific, Own
and Operate Passenger Busses

‘The substantial ;nnual deficits in the passenger and allied ser-
vices under fares which exceed by 80 per cent the prewar fares should be -
sufficient toAdiSpel the profound fallacy under which the railroads have
been laboring that increased charges necessarily profuce increased revenue.
Hdwever, ;nstead of reducing their fares so as to retain the traffic to
their rails, many of the railroads have purchased and now own and operate
either directly or through subsidiary companies, motor busses, hereinafter
termed busses. The fares of such busses are slightly, and in some instances
materially lower than those of the railrocads. Therefore, such bus lines have
been and are doing a substantial business.

For the period January 1 to June 30, 1930, as reported by the Com-

mission in foordination of Motor Transportation, 182 I.C.C. 283, thirty-

three rallroads of -the United States operated 3,105 busses over 65,801 miles
of public highway, hereinafter termed highway, carrying 35,930,847 passengers,
who pald a total of $16,182,029 in revenue.

‘The Sdutﬁern Pacifichompany dﬁring that period operated 648
busses over 19,596‘miles of highway and carried 4,385,250 passengé;s, for

which it derived 4,097,634 revenue.
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The question arises, why should the railroads, with the surplus
facilities for handling passenger traffic on their lines, engage in bus
transportation in competition with their rail lines? The answer is obvious.
They should not do so. However, by so doing they are circumventing the
existing law. Revenues derived from the operation of their rail lines have
been, since 1920, and are subject to the recapture provision of law. But
revenues obtained from bus operations are not subject thereto, as it is not

classified as railway operating income when it reaches the treassuries of"

“the railroads. The same is true of millions of dollars derived.by the
railroads annuaily from other sources. Their revenues are not confined to
those secured from the operation of their rail lines. However, they éay
nothing about this, but continuously call the attention of the publié to

‘the railway‘operating income and expenses,

HISTORY OF INTERSTATE RAILROADS SERVING ARIZONA

Southern Pacific Company
(Pacific Lines)

The Southern Pacific was the first railroad to serve Arizona. It
reached the west bank of;the Colorado River, opposite the present site of
Yuma, in 1877. Construction was completed into Tucson, and the first train
entered that point March 20, 1880, following which construction was rushed
toLordsburg and El Paso, thus forming the first trans-continental railroad
serving Arizona.

Generally Speaking, the line from Yuma on the west to Cavot on the
" east is the only portion of the present Southern Pacific lines within Arizona
constructed by that company; although it did in 1925 and 1326 construct short
lines from Picacho to a point south of Chandler and from Hassayampa to Well-
ton. Thevbranch lines from Maricopa to FPhoenix; Bowie to Miami; Tucson to
Calabasas; Cochise to Courtliand; Lordsburg to Clifton; Benson to Nogales;
Phoenix to Hassgyampa; and Phoenix to Christmas were éll‘constructed by

10—



other companies and later acquired by the Southern Pacific. The former
lines of the Atchison, Topeka and Santa Fe Reilway Company, hereinafter
termed the Santa Fe, from Phoenix to Winkelman and Benson to Nogales, also
the lines of the former El Paso and Southwestern, hereinafter termed the
Southwestérn, were acquired from the Santa Fe and the Southwestern, respec-
tively, by the Southern Pacific for the purpose of eliminating competition
with it.

Theréfore, the Southern Pacific has actually constructed but a
small portion of the lines now operated by it within Arizona. Thus, it may
properly be termed an acquisitionist as distinguished frbm a constructionist.
Moreover, as it has abandoned portions of the line acquired from the Santa Fe
from Benson to Benson Junction and from 6alabasas to Flux, and is now attempt-
ing to abandon the line from Cochise to Douglas, including the branches |
serving Courtland and Gleeson, it might with propriety be tef&ed a destruc~
tionist., |

Santa Fe

The line of thg Santa Fe was constructed westward from Albuquergue.
It reached Winslow befoj; the close of 1881 and was completed to the Arizoné—
California stéte line in 1883, thus forming the second trans—continentai
line serving Arizona.

Its line from Ash Fork to Phoenix required much manipulation and
high finance. It was completed in 18%5. The line from Cédiz, California,
through Parker, to a point just north of Wickenburg was completed about 1310
under an agreement between the Southern Pacific and the Santa Fe to be used
by said companies as a joint, low line between San Francisco and El Paso,
Texas via Phoenix in connection with the éonstruction by the former of a line
from Winkelman £o a point near Bowie. The proposed line was constructed to
Christmas, but because the route beyond that point traversed territory set
aside by the Department of Interior for a dam site, the Government refused

permission for further construction.

~11~



Santa Fe Subsidized

The Santa Fe was recipient of land grants. Throughout its extent
of almost 400 miles across Arizona, the Santa Fe .was granted by the Govern-
ment a strip éf land in alternate sections, amounting in 211 to more than
ten million acres within Arizona. That is not all. Itlfeceived similar
‘grants for construction from Isleta, New Mexico to the New Mexico—Arizona

state line, and for construction within the State of California.

Mileage

On December 31, 1930, as reported by the Arizona Corporation
Commission, the;é ware 2,494 miles of railroads within Arizona. This in—
cludes fhe short or independent lines., "However, apparéﬁtly under an agree-
ment between the Santa Fe and the Southern Pacific, the former has not ex-
tended its lines south of Phoenix, since it sold the lines from Phoenix to
‘Winkelman and from Benson to Nogales to the Southern Pacific, and the South-
ern Pacific has not extended its lines north of Phoenix. Thus, there is no
competition between the Santa Fe and Southern Pacific within the State of
Arizona. Moreover, vast#sections of the State are not directly served by
railroad.

Rajilroad Taxes in Arizona Are Lower Than the
Average for the United States

The following method is employed by the Arizona Tax Commission in
.securigg valuation of the Atchison, Topeka and Santa Fe Raiiway Company and
the Southern Pacifie (Pacific Lines) in Arizona for purposes of taxation:
First the pet-operating income of the entire systems of said

lines is obtained for ten—year period. This figure is then divided by the
average number of miles operated by each of said systems,fwhich gives the
average net-operating income per mile-of-road for the ten-year period. This
figure is then multiplied by the number of miles of road operated ﬁithin

the State. The resulting figure is then divided by .08 and the sum
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obtained is used as the value of the respective properties:

In the table below we have contrasﬁed the avérage taxes and assess-
ments per mile-of-road for the years named for Class f steém railway com-
panies and their non-operating sﬁbsidiaries for the United States, Arizona,

.and California, respectively:

: : _lo28  : 1929 1 _ 19%0 _ :
‘United States : $1,711 : #1,751 : $1,519 :
;Arizona ; 1,349 ; 1,500 ; 1,403 - ;
:Califomia ¢ 1,922 : 1,846 : 1,842

Taxes paid by railroads in California exceed those paid in Ariz-

ona by:

: 1928 1929 1930 :

#4203

If taxes per mile-of-road on railroads in Arizona were on same

-
»
¥
.
.
-

sPer mile-of-road $573 #3246

basis as those in California, the State of Arizona would have received from
the railroads greater t%;es than it did receive as follows: 1928, $1,265,809;
1929, $764,325; 1930, $969,942,

Discrimination and Prejudice Against Arizona

Citizens and Industries by Southern Paci-
fic and Santa Fe

Rates, Fares, and Charges

Prior to the advent of moter vehiecles, the rates, fares, and
charges of the railroads from, to, and within the State of Arizona\yere the

‘highest in the United States, service considered.

Fourth Section
From the time the Southern Pacific and the Santa Fe reached the
Pacific Coast in the late '80's until March 15, 1918--more than thirty-one

years--they maintained higher rates from Eastarn points to Arizoha than
13- |



fhose concurrently maintained through to the Pacific Coast. Moreover, on
traffic origiﬁating in Arizona and destined to pointé east thereof, the
Bouthern Pacific and Santa Fe maintained higher rateé than those concur-
rently maintained from the Pa.cific Coast through Arizona to the same desti-
rili,ations. |
| The rates to Arizona from the East for example, were made, during
& greater portion of that period, on the basis of the rates through to the
Pacific Coastv@g the exorbitant full local rates back to Arizona, Con-
sequently, many shipments of freight purchased by citizens of Arizona in the
Eastern markets were moved directly through fhe State to California and
thence returned by the railroads to Arizona. In this mamner, the shippers
were enabled to secure lower transportation charges than if they had stopped
their shipments at Arizona points, and thus avoided the necessity of Athe
rellroads handling them to the Coast and return.

The higher rates thus maintained from, to, and within Arizona dis-
couraged industrial growth within the State. Conversely, the lower rates
maintained to, from, and, between Pacific Coast points encouraged industries
locating in that territory. Thus, a veritable industrial empire grew up
practically on board the ships of the water-carriers. Admittedly, this was
a short-sighted policy on the part of the railrcads. Had they met the issue
as the Eastern carriers did in that territory, and maintained proper levels
6f rates to, from, and within Arizona, or at least rates no higher than
those to and from the Pacific Coast, many of the industries which located
on the Pacific Coast would, no doubt, have located within Arizona. Thus,
even if those industries moved thelr traffic between the east and west
coasts by water, the Southern Pacific and Santa Fe would have secured sub-
stantial rail hauls and revenues thereon between the Pacific Coagt ports

and points in Arizona.
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Earlf in 1918 the Commission condemned the practice of the South-
ern Pacific and the Santa Fe charging higher rates f@rgnd from points in
Arizona' than tﬁose concurrently applicable from and to tle more-distant
California poiﬁfs. Generally speaking, since that time; for the shorter
hauls from and to points in Arizona the rates have not exceeded those for
the materially longer hauls from and to the Pacific Coast.

However, both the Santa Fe and the Southern Pacific since that
Ltime, on one or more occasions, have attempted by proceedings before the
Commigsion to‘feestablish their former iniquitous practiceé in'this respect.
About, three yégrS'ago the Southern Pacific in connection with: its water-
line from New York Harbor to Galvestonxkagain attempted by a proceedingnbé-
fore the Commission to reegtablish the éubst;ntially lower rates.beﬁween
New York Harbor and Pacific Coast ports, than the rates concurrently main-
tained to and from points in Arizona on i%s line. However, the citizens
of Arizona very-vigorously fought these attempts of the r;ilroads, and
thanks to the, good judgment of the Commission, the various applications of
the railroads serving Aﬁ;zona have been defeated., The Southern Pacific,
howgver, is very insistent in its efforts to again reestablish the discrimina-
tion and prejudice against Arizona. It has petitioned the Commission for a
reopening and rehearing of its latter application. Therefdre, it is still
pending and, like the Sword of Damocles, hangs over the heads of thé people

of Arizona,

Bases for Rates on Arizona Products to Eastern Desti-
nations Have Been, and Some Instances Now Are,.the
Rates for Substantially Greater Hauls from Cali-
fornia Producing Points '
Arizona for many years has produced many of ‘the prepducts produced
in California which find markets in the Fastern territory. However, the .

Squthern Pacific and Santa Fe have failed and refused, until compelled to do

so, to establish and maintain relative reasonable rates, distance considered,
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for the transportation of such Arizona products, namely fresh fruit and
¥egetables; livestock, including wool; hay; grain, including cottonseed and
i%félfa products; and lumber.

The rates on livestock, including wool, hay, grain, including
cottonseed and alfalfa products, from Arizona to eastern destinations, under
orders of the Commission, now are lower than those from Pacific Coast points
oh the same commodities. The Sants Fe, in a great many instances, has
voluntarily established lower rates on lumber from the northern Arizona
allls to eastern destinations than those concurrently applicable from the
more-distant California points to the same destinations. However, in some
instances the present rates on lumber from the northern Arizona mills tc
sastern destinations are the same as those from the Pacific Coast.

Generally speaking, at the present time, the fresh fruit and
vegetables produced in Arizona constitute the lone exception to the well-
established rule that because of the lesser service performed by the rail-
roads in connection therewith, that the rates thereon should rightfully be
somewhat lower than those concurrently applicable from the more-distant
‘&ﬂifornia points to the same eastern destinations.

Fruit and vegetables constitute the greatest number of carloads of
any class of traffic originating in Arizona and moving to eastern destina-
tions. The length of the hauls thereon from Arizona is materially less than
the length of the hauls on the same commodities originating in California.

- ‘However, for some unaccountable reason, the Southern Pacific and Santa Fe
heve failed and refused and now fail and refuse, generally speaking, to
accord the Arizona producers of fresh fruit and vegetables lower rates than
those concurrently in effect from the more-distant California producing

points to the same destinations.
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Refrigeration

Until a few years ago the stated refrigeration charges on the
smormous tonnage of fresh fruit and vegetables produced in Arizona on branch
$nes, including the Salt River Valley, and shipped to eastern points ex-
#epded by approximately $30.00 per car the refrigeration charges concur-
¥ently maintained on the same products originating in California and moving
#hrough Arizona to the same destinations, At the present time the statcd
pefrigeration charges from points in Arizona to eastern destinations are the
‘#ame a8 those from the more-distant California points. However, relief from
this condi.tion » which was costing the Arizona producers hundreds of thou-
gands of dollars annually, was only secured after a most strenuous fight I
the Arizona Corporation Commission, hereinafter termed Arizona Commission,
7and others before the Commission,

On some other classes of refrigeration the charges demanded and
axacted by the Southern Pacific and Santa Fe from Arizona shippers are
substantially in excess of the applicable charges on California traffic for
dike service. Arizona shippers at the present time, for this class of
refrigeration, are required to pay the war-time price of $5.50 per ton for
‘dce, while the price of ice at Fresno, Stockton, Watsonville, Salinas,
Guadalupe, and Los Angeles, Calif. is $2.50 per ton. The price of ice in
Imperiel Valley of California is only $5.00, or 3¢ ceabe »or ton less than in
Arizona,

Paggsenger Fares

The discrimination and prejudice against Arizona and its citizens
did not stop with freiéht traffic, On the contrary, it extended to and in-
tluded passenger fares., For many years prior to 1924, the passenger fares
in Arizona, Nevada, and New Mexico, including the eastern portion of Cali-
fornia, were materially higher than the fares throughout the nation. They
ranged from 4.8 to €6 cents per mile on the main line and considerably higher
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oa branch lines. The Southern Pacific and the Senta Fe refused to reduce
such fares. Thereupon, the Arizona Commission, through proceeding before
e Commission, after a valiant fight, succeeded in fdrcing the lines
serving Arizona to reduce their main-line fares to 3.6 cents per mile,
#hich was and is the basic fare throughout the country. The Southern Paci-
fic and the Santa Fe fought this matter strenuously and bersistently, but
e Arizona Commission successfully demonstrated the inequality of the
fares charged the citizens of Arizona and the Commission unhesitatingly
tondemned them, thus effecting substantial savings for the people of the
State,

Typical Examples of Discimination and Prejudice
Against Arizona Industries by Southern Paci-
fic and Santa Fe
The foregoing are representative examples of the general discrimi-

mation and prejudice against the public of Arizona by the Southern Pacific
end the Santa Fe. Such diserimination and prejudice has been and is like-
wise leveled by these railroads against individual industries which seek

40 establish plants in Arizona, representative of which are the following:
Pormer Arizona Packing Company, now the Tovrea Packing Company, and the
Apache Powder Company. These companies and the economic benefits derived
therefrom by the people of Arizona are well known. Therefore, they re-
aqﬁire no introduction, However, the public is not acquainted with the dis-
eriaination and prejudice hy the Southern Pacific and Santa Fe against

these companiés. Therefore, it does not understand the numerous obstacles
which confronted and now confront these important Arizona industries because
of such discrimination and prejudice. Consequently,a bricf resume follows:

| The former Arizona Packing Company, now the Tovrea Packing Company,
whose plant is located at Tovrea, Arizona, near Phoenix, began operation in
-Septemher, 1920. Before that time it filed an application with the South-

ern Pacific and the Santa Fe for the establishment of eguitable rates on

its products from Tovrea to destinations within Arizona, New Mexico, and a
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portion of the States of Texas and California. Such application was denied
3o toto. Thereupon complaints were filed jointly with the Commission and
the Arizona Commission attacking the then-existing rates from Tovrea. Not-
withstanding that such rates were the highest in the United States, the
8outhern Pacific and the Santa Fe left nothing undone to defend them.
%owever, upon the showing made by the packing company, the Commissions, in
1923, reduced by approximately 52 per cent the rates assailed and awarded
reparation to the complainant amounting to nearly $50,000 account of the
excessive and unreasonable rates collected during the pendency of the
proceeding.

Thereafter. for a number of years the Tovrea Packing Company was
accorded a rate parity with its competitors. However, within the last few
years the Southern Pacific and the Santa Fe have again established and now
maintain rates from the plants of the competitors of the Tovrea Packing
Company which are clearly unjustly discriminatory and prejudicial against
the local packer.

There is a great demand for fresh meat and packing-house products
at Boulder City, Nevada by reason of the construction of the Hoover Dam.
However, at the present time it is virtually impossible for the Tovrea
Company to sell its products at that point because of the exorbitant freight
rates established and maintained from Tovrea, These rates are more than
33 per cent higher than rates voluntarily established and maintained from
the plants of the competitors of the Tovrea Company to Boulder City, yet
the Southern Pacific, in a proceeding before the Commission less than sixty
days ago, vigorously defended rates from Tovrea to Boulder City.

Consequently, in order to secure relief froﬁ this oppression of
the Southern Pacific and the Santa Fe, the Tovrea Packing Company is forced;
at enormous expense, to prosecute further proceedings before the Commission

and the Arizona Commission. In the meantime its large plant at Tovrea would,
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‘of necessity, be practically closed down were it impossible to secure truck
%iansportation at reasonable rates.

The Apache Powder Company, whose plant is located at Curtiss,
4Arizona, near Benson, began producing explosives in May, 1922. Prior to that
time it had sought through amicable channels an adjustment in the rates on
explosives from Cﬁrtiss to both state and interstate points. The average
d{stance from Qurtiss to the explosive-consuming points in Arizona is 209
miles. The average distance from the plants of competing producers, located
on the San Francisco Bay in Califormia, to the same Arizona destinations is
1,027 miles. However, both the Southern Pacific and the Santa Fe absolutely
refused to establish lower rates for the substantially shorter hauls from
Curtiss to the principal consuming points in Arizona than the rates which
they were fhen securing for the materially longer hauls from the California
competing, producing points to the same destinations.

Consequently, the Apache Powder Company was likewise forced to file
formal complaints with the Commission and the Arizona Commission. The latter
Commission promptly reduced by approximately 50 per cent the rates from
Curtiss to points within the State of Arizona. Thereupon, the Southern
Pacific and the Santa Fe appealed to the Commissicn, contending tﬂat the
rates prescribed by the Arizona Commission were too low. However, the
Commission, after an extensive investigation, not only approved the rates
prescribed by the Arizona Commission within the State, but contemporaneously
condemned the interstate rates from Curtiss, and in lieu thereof prescribed
for the future rafes about 33%-1/3 per cent lower than the rates defended by
the Southern Pacific and the Santa Fe,

For several years thereafter the rates maintained from Curtiss
to points within Arizona were on substantially the same level as those in
effect from competing points. However, during recent years, the Southern
Pacific and the Santa Fe, following their usual practices, have reduced mery
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of their rates from the plants of the competitors of the Apache Powder Com-—
pany but failed and refused to make like adjustment in the rates from Cur-
tiss to the same destinations.

In May, 1932 the Southern Pacific and the Santa Fe reduced all of
their rates on explosives from the California producing points to ail desti-
nations within that State. The reductions ranged as high as 56 per cent,
The Apache Powder Compsny sought like reductions in the rates from its
plant to points in Arizona. Generally speaking,the Southerq Pacific redvard
the rates from Curtiss to points on its line and the lines of its short-
line connections in Arizona, but the Santae Fe has failed and refused to take
similar action. Consequently, the rateg from Curtiss to points on the line
of the Santa Fe in Arizona ars substantially higher than those voluntarily
established by it énd now maintained within the State of California.

The mines are the principal consumers of explosives in Arizona.

As is well known, they are practically closed down. Therefore, the prinecipal
market for explosives in the State ig about 90 per éent subnormal, Thus, if
it were not for the impogtant fact that the Apache Powder Company can and
does secure tranSportati;n by trucks to points in other states, its plant
would likswise be practically shut down.
Rates on Copper from Arizona Are the Highest
in the United States

For many years the copper producers of Arizorna have been forced
to pay the highest rates in the United States for the transportation of th-i-
copper to the refineries in the New York Harbor and Baltimore districts.

The all-rail rates from Montana, Utah, and Nevada to the New York Harbor
refineries for many years have been $l2.5%f§;23’$13.50 pef’net ton, respec-
tively. The all-rail rate from El Paso, Texas to New York Harbor for msny
years has been $12.00 per net ton. Concurrently the all-rail rate from

Arizona copper rroducing points to New York Harbor for a like servicé has

been and is $14.50 per net ton.
0]



The rail-and-water rates from Montana and Utah points to New
fork Harbor for many years have been approximately‘$10.00 per ton compared
with the rail-and-water rate of $12.50 per ton ffom Arizona producing points
to New York Harbor.

COST TO THE PUBLIC OF ARIZONA IN ITS EFFORTS TO
SECURE JUSTICE AND EQUITY AT THE HANDS OF THE
SOUTHERN PACIFIC AND SANTA FE

It is impossible to actually determins the full extent that the
public of Arizona has paid, and is paying, "tribute" through the medium of
excessive, unreasonable, discriminatory, end prejudicial transportation
rates, fares, and charges to the Southern Pacific and the Santa Fe, but it
clearly runs into millions of dollars annually. Morecover, it is likewise
impossible to compute the costs to the State and its industries in pro-
ceedings before the various tribunals in securing the relief alreadf
received.

However, the Arizons Commission alone, during the period June 1,
1921, to November 30, 1932, spent $9,279.07, not including charges for
postage, telegraph, and telephone messages, salaries of the Commissioners
and the Commission employees, or the full amount of traveling sxpenses, in
defense of cases before the Commission instigated by the railroads for
Fourth Section relief. In addition, for the same purpose, the Arizona
Commission pald $1,200 as Arizona's prcportion of expense incurred by the
Intermediate Rate Association.

The defense of these Fourth Section cases is very expensive ana

especially burdensome when an individusl state like Arizona, 28 in the last

case, bears the burden of the defemse. The Legislature in 1929 made a
Arizona

special appropriation of $5,000 for the7bommission to be used in the defonse

of the pending Southern Pacific application. This amount was soon expendzu

and the Arizona Commission was forced to drain its own appropriation to corry

on the defense.
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On the other hand, the money spent by the Southern chific in
prosecuting its application is charged to operating expenses, which in the
final analysis are paid by the general public.

Railroads Have Never Made Their Transportation
Rates with Regard to Their Cost of Performing
the Service

There are two theories of rate msking, i.e., the cost of perforn-
ing the service, and the value of the service. The latter theory is more
commonly termed, "what the traffic will bear." Although the railroads
have never had a complete transportation monopoly, they have in the past
occupied the field with sufficient exclusiveness so that they have never
found it necessary to make their transportation rates with respect to their
operating costs. Consequently, they have always made their rates upon the
theory of "what their traffic managers thought the traffic would bear", and
in the majority of instances the rates thus made have been "all that the
traffic would bear."

We will hereinafter show that the operating expense of the rail-
roads in handling freigﬁt traffic is substantially lower than the motor-
truck . costs.,

HIGHWAYS

As of December 31, 1930, according to the United States Bureau
of Public Roads, hereinafter termed Bureau of Roads, there were 3,009,-
066 miles of highweys in the United States, classified as follows:

State Highway System....... 324,568
County and Local Roads.....2,684,500

Of this mileage 22,818 miles were within Arizona, clessified as
follows:

State Highway SystemMesees.. 2,633

County and Local RoadsS.....20,185
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MOTOR VEHICLES
The table below, teken from the Bureau of Roads, shows the motor
vehicles registrations for the United States and the State of Arizona for
the calendar years named, It will be noted that the year 1930 marks the

peak of motor vehicle registrations, and that there was a material decrease

in the number of motor vehicles registered in the year 1931,

: HE All Classes t: _Passenger Cars :: _Motor Trucks :
t Yoar ::United Statesiidrizona::United States:Arizona::United StatesjArizona:
s+ 1926 :: 22,001,393 : 73,682:: 19,237,171 : 63,294:: 2,764,222 : 10,38E:
£ 1927 ¢+ 23,133,241 : 81,047:: 20,219,224 : 68,597:: 2,914,019 : 12,450:
: 1928 :: 24,493,124 : 94,372:: 21,379,125 : 86,036:: 3,115,999 : 8,338
¢ 1929 :: 26,501,443 :109,013:: 23,121,589 : 98,327:: 5,379,854 : 10,635:
$ 1930 :: 26,545,281 :110,525:: 23,059,262 : 98,480:: 3,486,019 12,7 '5:
t 19321 =3 25,814,103 :105,572:: 22,347,800 : 92,939:: 3,466,303 : 12,u..¢

Authority: United States Bureau of Public Roads.

The importance of motor vehicles in the agricultural industry is
apparent from the table below showing the motor vehicles on farms for the

year 1930, as taken from the U. S. Census of Agriculture.

: : 1 HE 4 I S S S : 6 7 ¢z
: : : : t4 Of A1l: : : :
: ¢ Motor :Passenger: Motor : Trucks : Trasct-:Telephones: Radios:
: : Vehicles ¢ Cars ¢ Trucks:On Farme: ors : : :
United States: 5,035,080:4,134,675:900,385: 26.6 :920,395: 2,139,194: % @
sArizona : 12,978 9,916: 35,062: 28.8 : 2,558: 2,672: 2,352 :

* 12,078,345 families, or 40 per cent of 29,980,146 total éity and farm families
in ths United States have radio sets. Radios on farms have been reported for
only 27 states. Total farm radios in U.S, not yet available. '

It will be noted that of the total trucks in the United States
26.6 per cent are on farms, while of the trucks in Arizona 28.6 per cent are

on farms.

Present Levels of Freight Rates and Passenger Fares
Are Substantially Higher Then the Prewar Levels,
Although Current Prices of 411 Commodities and
Farm Products Are Materially Below the Prewar
Levels

The present general level of fraight rates is between 30 and 40
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per cent higher than the prewar level, and the presept basic passenger

fare is 80 per cent higher than the prewar level. Howevér, the present
general lewvel of prices of all commodities transported, according to the
United States Bureau of Labor, is §.4 per cent lower than the 1913 prices.
Moreover, present prilces of farm products, according to the same authority,
are 24.6 per cent below the 1913 prices. Based on the prices of commodities
transported, freight rates at the present time are 50 per cent higher than
in 1928, Therefore, it follows irresistibly that transportation charges

by railroad, even row, constitute a greater relative burden upon industry
than ever before, and at a time when industry has gravely impaired stemins

to sustain the bﬁrden.

Railroads Cannot Truthfully Blame Trucks--They
Would kegain Only Small Percentage of Traffic
Lost if They Captured all Trucking
Apparently the railroads are taking advantage of the fact that
the whole world has been, and now is, passing through the most devastating
depression in history as sn opportune time, through hook or crook, to wipe
out the possibility of competition with their lines, thus enabling them to
continue to make their transportation rates,as in the past, based "upon
what they think the traffic will bear", without any regard whatscever to
their costs of performing the service.
Much propoganda has been widely diseminated by the management of

the railroads, some of their employees, and other allied interests,at the

expense of the general public, that the trucks ara responsible for the

drastic decline in railroad traffic¢. These interests cannot truthfully
blame the trucks., The railroads would regain only a small percentage of
traffic lost if they captured all trucking. The solution of the railroad
problem is not a matter of truck legislation. If truck transportation were
entirely eliminated and the railroads were able to add all of the motor

freight to the present volume of railroad freight, the railroads would not

venefit materially,
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In the 15 Per Cent case the Director of the.Bureau of Railway

Economics estimated that truck transportation in 1é29 amounted to 16.25
billion ton-miles. No estimate is available for the yesr 1932, but it is
questionable wheﬁher it would reach the 1929 figure. While trucké may now
be hauling part of the freight which the railrcads handled in 1929, it is
reasonable to believe that this has been more than offset by a curtailmcnt
of the 1929 truck traffic as a result of the general depression. GConse-
quently,. the 1929 figure on truck transportation may fairlyibe taken.as a
maximm amount handled by trucks in 1932. |

During the first seven months of 1932, railroad freight amounted
to 147 billion ton-miles, indicating a tétal of 258 billion ton-miles for
the entire year. The addition of the trucks' 18,25 billion.ton—milés would
thus increase railroad freight traffic by only 6.3 per cent. Such‘a gain
would restore only 12.2 per cent of the volume of railroad traffid‘lost
since 1929, and the railroad freight would still be 44.3 per cent below the
1929 volume.

It is thus evident that the railroads would not improve their
position greatly even if they could obtain all of the freight which the trucks
are now trensporting. The railrocads' chief need, aside from consolidationc,
pooling, elimination of huge deficits in passenger and allied services, and
material reduction in the exorbitant salaries of their executives, is the
freight which has disappeared since 1929, amounting to 234 billion ton-miles.
The revival of this freight, which has ceased to exist, would increase rail-
road traffic by 90.7 per cent as compared with the ggin of 6.5 per cent
which would result if the railroads could obtain all.of the truck freight.

The solution of the railroad problem,consequently, depends upon
a sufficient reduction in the exorbitant frelght rates to stimulate the
movement of that freight which is not now being carrigd'at all because of the

present high costs of transportation.
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The railroads blow hot and cold. In 1951 they -soughb authority
of the Commission and various State Commissions to ihgr;ase by 15 per cent
all freight rates and charges. Hearings were held by the Commissions at
various points throughout the United States, Evidence of record showed the
movement of traffic by trucks. The shippers of the nation took the position
that an increase in freight rates, sought by the railroads, would not pro-
duce increased revenue, but, on the other hand, would result in driving a
great volume of traffic to the trucks, In this connection, the Commission,
in its decisipn, gt page 574, stated:

| "The railroads introduced evidence to show that
it would be feasible for the trucks to divert only a

small amount of additional traffic if even rates were
increased.”

Notwithstanding this sworn evidence of the raiiroads in that pro-
ceeding to the contrary, they were then, and now are, blaming the trucks for
the decline in railroad revenues. "Consistency, thou art a jewel."

No less an authority than the Commission itself recognizes that

truck legislation will not greatly improve the condition of the railroads.

In its decision in the 15 Per Cent case, the Commission, at page 581, stated:

"The most effective remedy for the immediate ills of
the railroads is the economic recovery of the country. The
present low sarnings are not the result of low rates but
reflect general industrial conditlons. The earnings will
continue to reflect those conditions just as they have in
the pa.St. "

Thus, it is clear that what the railroads need is the economic
recovery of the country and not truck legislation, much less truck strangu-
lation.

Much of the traffic now being handled by trucks is that which the
railroads previously contended was unprofitable to them. Before the Com-

mission in Arizona Corporastion Commission v, é&E.R.R.Co,.'llS I.C.C. 52, 80,

involving class rates between points in Arizona, on the one hand, and points
in California, New Mexico, also El Paso, Texas, on the other hand, in 1923,
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the railréads submitted study purpoerting to show their terminal costs of
handling less-than-carload traffic. In connection therewith the railroads
urged, as stated by the Commission in its decision, at page 60, that the
terminal costs at Phoenix and Tucson, for example, of handling the traffic
was 29.81 cents per 100 pounds. OConsequently, they urged that the Commission
prescribe base rate of 61 cents on first-class traffic to produce an average
of 41.4 cents on all traffic moving on the first four classes for distances
of 5 miles and under, Morcover, that such scale should increase as the dis-
tance increases. At 380 miles the railroads propoéed fifst;class rate of
$2.30. |

The Commission prescribed first-class rates of 25 cents for & milcs

tences. However,. the railroads contend that they are losing money becausc
trucks are handling some of that traffic. Thus, the guestion arises, was
their sworn evidence before the Commigsion trus and correct? If so, then
it is apparent that the trucks by handling the traffic are reaily assisting
the railroads tolsave-mbney.

Furthermore, thg controlling reason why freight is being moved
by trucks is chiefly because of the lower rates and, in msny instances,
superior service thus obtained, If it were necesgary to ship this freight
by railroad at the present level of railroad freight charges, there is con-
siderable probability that it would not be shipped at all. This would have
a tendency to further aepress-general public activity to an even lower level
than it is at present, and so deprive the railroads of‘part of the freight
which they are now handling., It thus follows, contrary to the contention
of the railroads, tliat motor-truck transportation is helping, rather than
hindering the railrcads at the present time.

In fact, during the year 1931, as shom by repgrt of the Commis-

sion, the railrosds in the United States originated s total of 410,845
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carloads of motor vehicles,lncludlng trucks) parts, and tirss whlch ylelded
them $76,872,315 revenue. Of these commodltleu, the llnés in the Western
Dlstrict orlglnated 75,108 carloads which produced revenue Df $30,990,107.
0f thess commodltles, during that year, the Santa Fe Qyiglnated 2,491 c:enx_t-~
loads and secured $3,257,974 revenue. The Southern Pacific (PacificlLinés)
originated 11,081 carloads and procured revenue of %3,771,206. Of course,
this does not include the.enarmoﬁs tonnage of gasoline and refined oils
transported'fof use by motor‘Vehicles.

In addition to rates, advéntages which the trucks offer to the
r‘hlpper are thelr rapid and flex1ble service, store»aoor rPcelDt and de~
livery, the tranbportatlon at carload mates of much smaller lots than are
possible by rmllroad and elimination of costly: rallroad packing recuirements.

Trucks do not handle passengers. Consequently, they cannod be
blamed for the stﬁggerlng annual losses of approximately $450, 000 000 in the
- passenger and alllied sservices of the raLlroads,nere1noe£ore referred to.

Motor Vehicles Pay More Taxes
‘Than the Railroads

The railroads in their efforts to strengle theif comnetitors, con—
:tend that ihe Government is subsidizing motér carriers by the construction
and naintenance of public higﬁways. The rallroads urgeithat they are taxed
for such work éut that the Government permits the motor carriers to use the
highwsys without being taxed therefor. Hpre‘again the facts are perverted.
Tﬁe truth and fact of the matter is that the motor carriers pay more than
200 per cent greater taxes than the raillroads of the ﬁnited States, as

definitely sﬁown'by the following table:
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ARTZONA
Motor Vehicles
Total Net

UNITED STATES
: Motor Vehicles
tRegistration Fees

o %o se et BE s Be

: : Class I Gasoline Tax ::" Class I : Gasoline Taxes

: t: Railways tPersonal Property:: Hailways t & Registration
:_Year : : t& Municipal Taxes:: : _FYees

: 1928 :: $389,992,524:  $795,887,967 :: $2,980,062 : $2,584,008 (a):
: 1989 ¢ 397,255,774: 928,155,062 :: 3,513,548 : 3,308,396 (a):
: 1930 :: 349,206,555: 1,000,%88,270 :: 3,099,837 : 3,404,645 (a):
: 1931 1: 3 1,085,735,212 33 : 3,971,796 (a):

(a) Does not include personal Eroperty % municipal taxes or the
gross earnings taxes (of 2% per cent on trucks, and 2 per cent
on busses) collected by State of Arizona from common carrier
motor vehicles.

It will be noted that in 1930 the registration fees and gasoline,
personal -property and municipal taxes of the motor vehicles were over one
billion dollars, compared with but slightly over 349 million for the Class I
railroads of the United States. Moreover, that merely the net gasoline tax
and registration fees paid by motor vehicles in Arizona during the year 1930
amounted to $3,404,645, exclusive of the personal property and municipal
taxes, or the gross earnings tax of 2% per cent on trucks and 2 per cent on

busses collected by the State from common-carrier motor vehicles, compared

with but $3,099,837 taxes paid by the Class I railroads in the State.

In 1931 all Federal, State, and local taxes in the United States
o)
amounted to $10,250,000) thus, motor vehicles paid 10 per cent of all taxes

in that year.

The following table, taken from reports of the Buresu of Roads,
shows gasoline tax receipts exclusive of refunds, for the United States

and the State of Arizona, for each of the calendar years 1926 to 1931,

inclusiver
1 Year :United States:: Arizone :
:1v26 : 187,603,251%% § 978,264 i
: 1327 : 258,8%8,813:: 1,388,830 :
+ 1928 ¢ 304,871,766:: 2,018,202 :
¢ 1928 : 431,311,518:: 2,559,831 :
: 1930 : 494,683,410:: 2,670,019 :
:+ 1921 : 53%6,397,458:: 3,204,288 :
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It will be noted that the gasoline tex in Arizena increased from
$978,é46 in 1926 to $3,204,288 in 1931--an increase of $2,R26,024, or more
than 227 per cent. Thus, it follows irresistibly that the railroads are

being increasingly relieved of contributing to funds used for highway pur-

poses.

Truck Expense of Performing Transportation Is
More Than 920 Per Cent 'Greoater Than the Ex-
pense of Froight Twangportition by the

Railroads ‘

As previously stated, although the railroads have never had a
complete transportation monopoly, they have in the past occupied the field
with sufficient exclusiveness so that they never found it necessary to make
their rates with.?eSpect to their costs of performing the service. There-
fore, they based their rates almost solely upon "all that their traffic
managers thought the traffic would bear", thus opening the door to effec-
tive competition. In this connection, the Commission, in the 185 Per Cent
case, at page 585, stated:

"So far as rates are concerned, it is clear that
the present#structure has developed under principles
and theories which gave no thought to the competitive
agencies of transportation which now exist. As a re-
sult, the rates often open a door to effective compe-
tition which might well be closed. It is evident that
the traffic departments (of the railroads) must give
new thought to the rate structure in the 1light of
existing conditions."

The following table, taken from report of the Commission, shows
the average freight expense per freight gross ton-mile of the railroads for
the United States as a whole, Western District, and the Southern Pacific

(Pacific Lines) for the years named, stated in mills.

1Y

.
.

United States:Western Districts:

: : : Mills) (Mills

s 1927 : 3.09 H 2.90 : 2.86 H
: 1928 ; 2.95 : 2.77 t 3.03 :
: 1829 2.92 H - 2.74 : 3.03 H
: 1830 : 2.88 : 2.85 : 2.87 :
: 1931 ¢ 2.75 : 2,57 : 277 H
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It will be noted that the expenss per freight gross ton-mile
has material}y declined since 1927. In fact, there has been a substantial
reduction since 1929.

The foregoing railroad expensés are but mere fractions of the
expense perlgrosa ton-mile incurred by trucks. Thé United States Depart~
ment of Commerce made a study of truck operations at various points
throughout the United States, including California and Arizona, involving
forty-five truck lines, for which it secured cost data. Its report, dated
late in 1932, ingludes three classes of trucks, i.e., medium capacity
trucks, 1% to 3 tons; heavy duty trucks, over 3% to 5 tons; and extra heavy
duty trucksbover 5 tons. Its report shows that the costs fluctuated from
6.65 to 33.81 cents per truck mile and averaged 18.05 cents per truck mile.
Based upon the average weight of the net loads and the average weight of
the trucks of the three classes, the report shows that the average truck
expense per gross ton-mile is #,018 CENTS.

Therefore, the average truck expense per gross ton—milg under
existing conditions exceeds the average freight expense of 2.77 MILLS
per gross ton-mile of the Southern Pacific (Pacific Lines) by nearly 990
per cent. From the foregoiﬁg table it will be noted that the freight ex-
pense per gross ton-mile of the Southern Pacific is 02 of a mill higher
than the average for the United States as a whole, and .20 of a mill higher
than the average for the Western District.

Consequently, it is apparent that the railroads alone are
responsible for the diversion of freight traffic from their rails tc trucks,
because of their failure to make their rates with regard to their costs of
performing the service. With truck costs more than 990 per cent greater
than the railroad costs, surely the railroads have no one to blame but

themselves if their rates are maintained on such high levels that the traf-

fic is forced from their rails. Ths Commission, in the 15 Per Cent case,

at page 584, stated:
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"So far as freight service is concerned, the
rallroads have so meny and so grest inherent advant-
ages of economy, particularly in the case of the
longer hauls and the heavier traffic, that we cannot
believe that they will not be able to withstand the
competition of the motor trucks., It maey be that some
traffic must permanently be surrendered to the trucks,
but for the most part it is traffic on which the rail-
roads have always claimed that they lost money. To
meet this situation effectively, however, it is evi-
dent that radical changes in railroad service and
rates must be made."

Therefore, as the truck expense of performing transportation is
more than 920 per cent higher than the exvense of freight transportation
by the railroads, as previcusly shown, and with the railroads already
having so many and so great inherent advantages of economy, as stated by
the Commission, it follows irresistibly that truck legislation is clearly
unnecessary in the interest of justice and equity to the railroads. Con-~
sequently, the railroads propaganda to the contrary is thin air,

Apparently, with the many and great advantages in their favor,
they could, if they so desired, drive the trucks from the highways. But,
of course, in order to accomplish this, the railroads would of necessity
be forced to make their rates with respect to their costs of performing
the service. They do not want to do this because it would mean the scrap-
ping of their pet theory of making rates on the principle of "all that their
traffic managers think the traffic cen bear." This antiquated principle
of rate making of the reilroads should have been relegated to the scrap
pile long ago. It is wholly repugnant to progress and present conditions.
Apparently, even the railroads themsclves recognize thig important fact,
because within the last two years they have reduced numerous rates so as to
elther retain traffic on their rails or recapture that which had been
previously driven, because of extortionate rates of the railroads, to
trucks.,

Now, in the guise of legislation, the railronds are asking the
American public to strangle the trucks in order that the railroads may not
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find it necessary to make their rates with respect to their costs of
performing the serjice. In other words, the railroads are asking the
public to turn the hands of progress backwards; thus avoiding the necessity
for the railroads (a) continuing in effect the rates which they have re-
duced; (b) making additional reductions in their exorbitant rates, fares,
and charges; and (c) speeding up their service, thereby giving the public
"a new deal."

It is inconceivable that the American public will thus need-
lessly commit:economic sulcide and thereby subject posterity to the
further arbitrary, inconsistent, and wholly unequitable actions of the
railroads. If it were to do so, thus:eliminating the possibility of
competition, the railroads would, without a doubt, immediately incresse
" the rates which they have reduced. Thus, the citizens of Arizona would
be immediately called upon to pay tribute of at least $3,000,000 annual-
ly to the railrosads.

This fact is self-evident. The railroads serving the State
have already publishedﬁﬁany reduced rates with expiration dates between
March 1 and July 2; 1933, after which date the tariffs provide that the
materially higher rates previously in effect will again become effective.
Obviously they anticipate that the coming Legislature will emact truck
legislation which will have the effect of eliminating the truck compe-
tition which compelled them to reduce the rates referred to. If such
legislation is not adopted, truck competition will continue and these
temporary rates will, no doubt, be made permanent,

Moreover, if truck competition is blotted oﬁt, as the rail-
roads desire, then they would refuse to reduc: any rates, notwithstanding

that the general levels of freight fates and passenger fares are now,
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as previously shown, more than 30 and 80 per cent, réép?ctively, high-
er than the prewar levels, although the current prices'éf all commodities
transported, and products of agriculture are more than 5 and 24 per cent,

respectively, below the prewar prices.

PUBLIC OF ARIZONA IS NOW SAVING NEARLY TWO MILLION -
DOLLARS ANNUALLY BECAUSE OF TRUCK COMPETITION ON
FIVE COMMODITIES ALONE -

Cotton

Based upon the production of 119,000 bales of cotton in Arizona
for 1931, as reported by the United States Department of Agriculture, truék
competition with the railroads has saved and is saving the cotton pfo—
ducers of the State between $246,925 and $324,275 per annum depending upoﬁ
whether the cotton is compressed or uncompressed. The saving t& the
cotton producers because of the existingtruckccmpetifion with the rail-
roads is $2.07% per bale on compressed cotton, and $2.72% per bale on
uncompressed éotton. If all of the cotton produced were shipped'in com-
pressed form, the saving would amount to $246,925 per annum. If it were
shipped in uncompressed form, then the saving would -amount to $324,275
per annum. |

This saving is brought about because the railroads serving
Arizona have reduced their rates to meet the rates cha;ged by the frucks.
To illustrate the situation, we will use Phoenix as represéntative of the
Arizona producing points; Prior tu the advent of the trucks, thelrates from
Phoenix to Los Angeles Harbor on compressed cotton and uncompressed cottén
were 66% and 84% cents, respectively. ihe present rateé are 32 and 37 cents,
respectively. The railroad tariff containing these rates specifically pro-
vides fhat they were established to meet truck competition. Thérefore, the
reduction of 341 cents in the rate on compressed cotton,'andf47% cents'per
100 pounds in the rate on uncompressed cotton is clearly the result of
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trugk competition with the railroads. As a bale of cobton wiighs approxi-
matoly‘SOO pounds, this reduction amounts to $l.72% per bale on compréssed
cotton, and %2.37% per bale on uncompressed cotton. Thét.is not all.
Vhere the tru;ks handlé the traffic the shipper is not forced to load his
freight or bear the expense of such work, which he is forced to do in case
he ohips by railroad. Therefore, the railroads have recogniszed this
advantege to phéﬁghipper when using truck transportation, and they have,’
by proper teriff authority, agreed to either loed the éottop;on the rail-
K road .cars or pay the shipper 25 cents per bale whap'he 1oéds’£he cars.
Thus, the\sﬁvinglto the shippers by reason of tha truck Eompetition is
increasedhfroﬁ‘$l.%2% to $2.073 on compressed cotton,and from §2.37% to
$2.72% on uncompressed cotton.

| The present rates of 32 cents on compresgsd cotton, and 37 cents
on unconpressed cotion are now published to expire June SO, 1933, and rateé
of 37 cents on compressed cotton, and 55 cents on uncompressed cotton, are
publiched to become effective July 1, 1933. Obviously, the railroads are
contident that the members of the coming Legislature will strangle the
trucks in the guise of fegulation, and that such legislation will become
effactive not later than July 1, 1933, Therefgre, the railroads have
already served hotice upon the public that Eg%case they will immediately
increase their rates.

The pfoposed increase from 32 to 37 cents is equivalent to 25
cents per bale on ceompressed cotton, or $29,750 on 119,000 bales. The pro-
‘posed increase from 37 to 55 cents is equivaleant to 18 cents ner 100 pounds,
‘or 90 cents per bale on uncompressed cotton. Based upon the production in
Arizong in 1231, this increase, which would be borne ﬁy the cotton producers,
is ecuivalent to.$107,100,pef annum.,

It is unthinkable that the members of the coming Legislature
would penalize the down-trodden cotton preducers of tﬁe State of Arizona
15329,750, much less $107,100 per annum.
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Cottonseed 0il

The savings above referred to are not the sole econcmies to the
cotton produéers of the State because of truck compétition with the rail-
roads. Several months ago, to meet truck competition,ithe railroads
reduced their rates on cottonseed oll to Los Angeles from the Salt River
Valley from 50 cents to 40 cents, and from Tucson and related points from
55 cents to 45 cents--a reduction of 10 cents per 100 pounds, or approxi--
mately $60.00 per 8,000 gallon carload. Authentic data as to the volume
of the movement of cottonseed oil between the points néﬁed afe not avail-
able. Therefore, it is impossible to state the agérégate amount of the

saving to the cotton producers thereon.

Hay

Based upon the production of hay in Arizona for 1931 of 370,000
net tons, as reported by the United States Department of Agriculture, truck
competition with the railroads hag saved and is saving the hay producers
of the State $740,000 per annum in transportation costs. Based upon the
average production of 2.94 tons per ncre, this is eguivalent to a reduction
in production and distribution costs of $5.98 per acre per snnum. Based upon
the average production of § tons per acre in Salt River, Yume,and Gila
Valleys, truck competition has and ig enabling the hay producers in those
sections to save $10.00 per acre per annum.

Prior to the advent of truck competition with the railroads, the

Commission in Arizona Hay Traffic Ass¢. v. A.E,R.R.Co., 107 I.C.C. 581,

prescribed rates of 55% cents and 45 cents per 100 pounds on hay, in car-
loads, from the Salt River Valley and Gila Valley, respectively, to Los
Angeles group points. The rate then in effect from the Yuma Valley was
26% cents, and the concurrent rate from the Imperial Valley of Celifornia
to the Los Angeles group points was 25 cents. The rates prescribed by the

Commission became effective early in 1926.
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Inmediately thereafter the Southern Pacific made two reductions
in the rate from the Tmperial Valley to Los Angeles: First to 20 cents,
and later to 15 cents. These reductions ensbled the California hay
shippers to shuf the Arizona producers out of Los Angeles., The Arizona
producers were joined by various chambers of commerce and other civie
organizations in an application to the Southern Pacific and Santa Fe for a
reduction in the rates on hay from Arizona producing points to Los Angeles.
This application was denied on the ground that the railrogds had reduced ‘
the rate from Imperial ﬁalley to southern California‘becéuse of truck compe-
tition. The réiiroads pointed out that there was no truck competition from
the Arizona pféducing points to Los Angeles or other southern California
points, Coﬁsequently, they refused to reduce the rates from Arizona.
About that time the Arizona producers made arrangements with various
common carrier trucks to transport hay from the Yuma, Salt River, and
Gila Valleys to Los Angeles and other southern California points. The
rallroads learned of this and immedistely reduced the rates from Arizona
producing points to Los Angeles and other southerm California points as
follows:

Yuma Valley from 26% cents to 16 cents--a reduction of 10% cents
per 100 pounds, or $2.10 per ton. Salt River Valley fronx%S%cents to 25%
cents per 100 pounds--a reduction of 10 cents per 100 pounds, or $2.00
per ton. Gilé Valley from 45 cents to 35 cents--a reduction of 10 cents,
or $2.00 per ton.

The argument may be made that as all of the hay produced in
Arizona does not find a market in southern California that the Arizona
producers are not making the savings above shown. Any‘such contention is
‘unsound. The reductions from Arizona to southern California have brqught
about reductions in the rates from Arizona producing points to practically
all of iﬁe states east of the Mississippi River. Sﬁortly after the estab-
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Los Angeles and
lishment of the reduced rates to/Los Angeles Harbor, the Arizona producers

began moving a substantial tonnage by water'from LosT%néeles Harbor to the
eastern seabcoard and inland points, whereupon the rail lines made sub-
stantial reduétibns in their rates from Arizona producing points to the
territory east of the Mississippi River.

Moreover, the railroads have reduced many of the rates on hay
from Arizons producing points to numerous other points within the State of
Arizona in order to meet truck competition.

If the trucks are strangled, as the railroads‘are trying to do,
then the railroads will, no doubt, immediately cancel thé rates which they
have published to meet truck competition, thus forcing the Arizona producers
to pay the exorbitant rates, or a total of $740,000, charged them before
the advent of truck competition.

The present rates on hay from points in Arizona, which were
established to meet truck competition, are fully remunerative to the rail-
roads. In fact, the revenue yiclded thereby exceeds the operating expense
by more thaﬁ 100 per cgnt. For example, s carload of hay moving from
Phoenix to Los,Angeles’at the present rate of 25% cents yields freight
ravenue ofv$7l.45, and the operating expense is only $34.72, based upon the
expense per gross ton-mile of 2.77 mills for the Southern Pacific for the
year 1931, Consequently, the carload revenue of $71.45 exceeds the carload
operating expense of $34.72 by $56.7°, or 105.8 per cent. Therefore, while
the prescnt price received by the producer for his hay is insufficient to
pay his cost of production, the railroads, even wnder their reduced rates,
recelve nearly 106 per cent greater rovenue than their operating expense

of transporting the hay.

Refined Petroleum Products
Truck competition with the railroads based upon the 73,068,179

gnllrns of taxable gascline distributed within the State of Arizona during
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the calendar year 1931, as reported by the_AriZOna Highﬁay Department,
resulted in & minimum saving of $730,681.79 to the ‘citi;ens of Arizona.
This does not include the savings effected by the Stété, Counties, or
thanicipalities on gasoline. Neither does it include the savings effected
on numerous other classes of refined petroleum produéts.

The Standard, Union, and Shell (il Companies, hereinafter collec-
tively termed 0il Companies, recognized more than ten years ago that the |
rates on refined petroleum products were clearly too high. At that time
the réﬁes ranged from 98% cents to $1.12 per 100 pounds. They filed com-
plaint with the Commission, which, after an extenéi?e investigation, pre-
scribed a‘ﬁaxiﬁum rate of 80 cents from southern California to all points‘

in Arizona on May 5, 1926, Associsted 0il Co., v. A.E.R.R.Co., 112 I.C.C. 350.

The 0il Companies were not satisfied with this decision. The
rate of 80 cents was substantially higher than all other rates on the same
commodities in the same general territory. Consequently, they joined the
Arizona Commission in their complaint before the Commission, attacking the
rates on refined petroleum products from Southern California to all points
in Arizona. After further hearing and investigation the Commission pre-
scribed a maximum rate of 70 cents per 100 pounds from southern California
to all points in Arizona., This rate became effective September 30, 1929.

The 0il Companies reduced their prices on refined petroleum pro-
ducts to the general public of the State to reflect the reductions made by
the Commission. However, they still recognized that the rate of 70 cents
for an average haul of only 507 miles, was still too high, znd a burden on
the citizens of Arizona. Therefore, they began moving gasoline from
gouthern California to southern Arizona points by truck zarly in 1831. By
so doing they secured a reduction in their transportation costs. _Ihgx

passed these reductions on to the general public in southern Arizona by

reducing the prices of gasoline. The reduction at Phoénix, for example,
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was 2 cents per gallon, although the reduction in the .cost of trans-
portation to that point was but 1.65 cents pér gaiioﬁ;

The. 0il Companies continued to truck gasoline to southern
Arizona., In July, 1931, the railroads reduced their.rates on.refined pe-

troleum products from southern California to points in Arizona as follows:

: H : : : t1Globe &
$ Yuma :Gila Bend:Phoenix: Tucson: Nogales : Miami
"1 (Centa):(Cents) :(Cents):(Cents):{Cents) : (Cents)

" ee e e ee ¥

From . ~: (40 s 70 : 70 : 70 ¢+ 70 : 70 :
To = 3 b ¢ _35 : 45 : _BQ_ : 55 : 60 :
Reductiong: © 15 = 35 H a5 ¢ 20 @ 15 s 10 :

It will be noted that the reductions ranged from 10 cents at
Globe a%d Miami to 35 cents at Gila Bend. These reduced rates apply as
maximum at dircctly intermediate points. For example, the GO;ceht ;ate
named to qube and Miami applied and now applier %o all points east of
Tueson, inciuding Benson, Willcox, Bowie, Solomon, Safford, Thatcher, and
Ft. Thomas, etc. The reductions made in the prices of gasoline to the‘
consumers in the State of Arizona run as high as 2 cents per gallon. A
fair average of these yeductions is apparently 1 cent per gallon through-
out the entire State, gr a reduction in the cost to. the general public
for gasoline alone of $730,681.79 per annum because of truck competition
with the railroads.

During the year 1931 therec were 29,984,928 taxable gallons of
gasoline distributed in Maricopa County. This is 41.04 per cent of the
total taxable gasoline distributed in the State for that yesar. The reduc-
tion made by the 01l Companies in the price of gasoline in Maricopa
County was 2 cents per gallon, although as previocusly stated. the reduc-
tion in tranSpoftation costs was but 1.65 cents per gzllon. 'Based upon
the 1atter figure, the saving to the 0il Companies in fransportation costs
of gasoline to Maricopa County was $494,751,31. vHowevér, they passed on

to the consuming public in Maricopa County $599,698.56 in the form of

reduced prices.
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Obviously, if the citizens of Arizona turn back the hands of
progress by restrictive legislation on trucks,’the réilrcads will immediate-
ly teke advantage of the situation and increase their transportation
charges, thereby extracting from the general public more than $730,000
per annum for the trans?ortation of taxable gasoline, to say nothing of

that which is not taxed, or other classes of refined petroleum products.

Wool and Moheir

By trucking the woolﬂproduced in Arizona'to Los Angeles Harbor,
the wool producers of the State have effected a saviﬁgﬂof $64,796,03 during
the years 1920, 1931, and 1932--an average annual saving of $21,598.68.

The United States Departmentnéf Agriculture shows that there were
1,120,000, 1,107,000, 1,080,000, 1,112,000, and 1,190,000 head of sheep
and goats on farms in the State of Arizona on January 1 for the years
1928, 1929, 1930, 1931, and 1932, respectively, with farm value per head
of $9.30, $9 .60, $8.00, $4.50, and $2.30, respectively. The same authority
shows weighted average pfice of wool as 36.7, 30.9, 23.%, and 13.9 cents
per pound for the year§i1928, 1929, 1930, and 1931, respectively.

With the huge slump in the farm prices of sheep and goats and
the killing drop in the price éf wool, the Arizona sheepmen found it neces-
s;ry to cut their excessive marketing costs if they were to survive and
continue in business. The freight rate on wool at that time via all rail
from Arizona, Phoenix as representative, to Boston was $2.58 per 100
ppunds. Howaver, the rate via the rail-and-gulf route through Galveston,
Texas was $2.38, but even this lower rate was clearly out of reach of the
shecpmen owing to the exceptionally low prices of sheeb and wool.

Therefore, it was necessary to seck other means or routes of
transportation. The water rate from Los Angeles Harbor, only 442 miles
from Phoenix, to Boston was $1.00. However, the rail rate from Phoenix
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to Los Angeieé Harbor at that time was $1.16. Obviously, this rate for a
haul of‘only 44Z miles was clearly excessive. It ﬁaétﬁﬁe highest rate in
the United States for similar distances. All other points in the Western
District of the United States, other than Arizona points, for similar
haul's to the Pacific Coast were paying rates of 91 cents and under.

The wool growers sought a reduction in the rates on wool from
points in Arizona to Los Angeles Harbor through amicable channels with the
rallroads,but their application was denied. Then they caused complaint
to bevfiled with the Commission, which was decided favorabie.fo their con-
tention late‘in 1950;vand the Commission prescribed, as representative,
rate of 91 cents from ?hoenix to Los Angeles Harbor,. ,

HoWeyef, during the time thié ﬁroceeding was pending with the
Commission, the wool growers ascertained that they could effect an average
annual saving of $21,598.68 by shipping their wool by truck from points in
Arizona to Los Angeles Harbor, and thence moving it by water to Boston.
This arrangement became effective early in 1930 and since tﬁat time sub-
stantially all of theigool produced in the State of Arizona has moved by
truck to Los Angeles H;rbor, and thence by water, resulting in an aggregate
saving to the wool growers of the State of Arizona ¢ [64,796.03.

Subsequent to 1930 the railroads have reduced the rate from
Fhoenix to Los Angeles Harbor of 91 cents set by the Commission to 90
cents. However, in order for the wool producers of the State to divert:
their wool from the trucks to the railroads aﬁd’still effect the saving
they are now making by using the trucks, it would be necesszry for thé
railroads to-reduce the rate from Phoenix to Los Ange;es Harbor from 90
cents to 35 cents—-a reduction of 57 cents per 100 p&unds—-and make like
reductions from other Aprizona points.,

Obviously, if the efforts of certain intereéts should prevail and

the trucks be legislated off of the highway, then the wool growers of the
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State of Arizona will be forced to pay tribute to the'réilroads'to the tune

.

of 57 cents per 100 pounds, or more than $21,500 per anhum.

Explosives

The present rates of the railroads on explosives from Curtiss to
the principal consuming points in this territory,.beéause of truck compe-
tion, are about 46 per cent lower than the rates in effect prior to the
advent of truck competition. Thus, the distribution cost of the Apache
‘ Powder Company has been reduced slightly more than $63,000 per ennum. This
is a direct saving to the mining companies of the State, who own the
Powder Company.

In addition, truck competition has enabled the Powder Company
to secure business in territories which it could not enter heretofore be-
cause of the excessive rates of the railroads from Curtisé. Consequently,
notwithstanding that the consumption of explosives in Arizona at this time
is practically negligible, compared with the consumption in normal times,
the Powder Company has thus been able to continue its operations, thereby
giving employment to mere than one hundred persons., That is not all, For
each pound of powder produced, the railroads haul four pounds of raw
materials to Curtiss. Therefore, the continued‘operation of the Powder
Company has been, and is, a real benefit to the railroads themselves,

If truck competition is eliminated, no doubt, the railroads
would immedlately increase the rates from Curtiss which they have reduced.
Furthermore, following their usual policy, they would refuse to reduce
the exorbitant rail rates now in effect from Curtiss to territories out-
side the State of Arizona, where the Powde£ Company is now distributing

by_truck.
the preponderance of its products/ Therefore, the Powder Company would be
forced to greatly curtail its operations, if not close down, under pre-

sent conditions.
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Recapitulation
The following table shows the annual savings tG the public of
the State of Arizona on these five commodities alone, because of truck
competition witﬁ the railroads:
Cottonueseernnssesonacenses$ 285,600.00

Hay.--,o.-.-o-........-...-o 740,000-00
Refined Pe¢troleum Products. 730,681.79

Wooleeaveosananue teseas cena 21,595.68
Explosives LN B RE B B SN BN NN BN NS BE B B BN BN Y 65’176.99
1,841,057.46

Additional Savings Account Truck Competi-
tion -

The public of Arizona, because of truck competition with the
railroads, is receiving many additional benefits. For illustration, take
the Tovrea Packing Company. For many years the principal markets for its
preoducts were Arizona points. However, as the wines are cloged down,
these great markets have practically vanished. Therefore, in order to .
continue operation, thes Packing Company was forced to seek an outlet for
its proavcts elscvhere., Such markets were found, but the extortionate rail
rates and clow Serviceéprevented the Paéking Company from entering them.
The railroads refused to reduce their rates. Consequently, the only
alternative was for the Packing Company to secure truck transportation.

Therefore, it has been, and is, moving more than a million
pounds of its products each month by truck for the reasons stated. A sub-
stantial portion of this business could not move by railroad, even under
the same rates now‘being pald for truck transportation, because the rail-
roads admit that they can ot handle the traffic as expeditiously as it is
now being handled by truck. Therefore, adverse truck legislation would
not asgist the raiiroads. On the other hand, it would seriously and ir—
reparably damage the stockholders of the local packing company. It mnu:lly
c~amdn an average of $3,170,000 for livestock, and $884,000 for materials
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and supplies, The greater part of this money is paid to citizens of

the State. In addition, its average telegraph and telephone tolls is
#14,000,’and it pays the railroads, including the Express Company, an
average of $274,060 per annum. This does not include the substantial
payment for truck transportation. It employes an average of 325

persons and its annual payroll averages $429,000. Its State; County, and
Municipal taxes on property in Arizona alone is approximately $23,000
per annhum.

Mr. P. E. Tovrea, President of the company, after a compre-
hensive investigation, advises that if the oppressive and destructive
7,000 pouna maximum load limit on trucks is established, that the'amount
ofkmoney spent by his company for livestock; materials and supplies;
freight charges; telegraph and telephone tolls; and payrolls in the
State of Arizona, will be reduced 2t least 55—1/5 pér cent, or a reduc-
tion of $1,590,333 per annum,

| The foregoing is simply representative of the great and
many benefits being derived by the public of Arizona by reason of truck
competition with'the railroads. Many thousands of additional reduc-
tions in the freight rates of the railroads to meet this competition
could be cited. Howéver, time and space will not permit. Therefore, the
following table shows representative interstate rates between points in

Arizona and points in other states on representative commodities.
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Tem s

¢ Point 3 Desti- : : Irior :Present:Reduction:
:_of Origin : nation : Commodi ty : Rate : Rate : of :
: : : :(Cents):(Cents) : (Cents) :
:Curtiss tAzusa :Explogives : 173 3% ¢ 138
+Phoenix :Los Angeles :Fruits, citrus : 78 50 : 28

" :San Francisco: " " : 92 ¢+ 77 : i5
H " :Los Angeles :Hides, green : 8% : 45 38
tYucca LS " :Pipe, secondhand t 76 : 48 _8
:Kingman HE " tMachinery, secondhand : 768 1 48 28
:Phoenix s 0 " tSeed, alfalfa s+ BZ ¢ 45 I
:Los Angeles :Curtiss tAmmonia, nitrate of i 98 ¢ 50 ¢ 49 3
I " sKingman :Balls, steel cruching ¢ 54 : 35 18
:San Francisco:Phoenix :Bags and Bagging : 92 : BO : 125
:Stockton : ® :Beans, dried : 105 ¢ 75 0
tLos Angeles : " ; 0 " : 8% : ‘B0 33
sSan Francisco: " :Beverages, cereal : 85 s 60 : 25
s " : " :Canned goods . 82 : 68 16
:Los MAngeles 1 . HE n : B8 :  BD 6
:5an Francisco: i :Irugs s 154 ¢ 100 54
:Fresno : " :Fruit, dried s 124 70 s 54
:San Francisco: :Frult, fresh r 92 o T7 15
s:Los Angeles f : " n : 75 2 50 = 25
: " : " tImplements, agricultural: 83 : 50 : 33 3
s M " sCurtiss sNitrocallulose, wet s 138 : 70 =z 68 =
:Los Angeles :Phoenix tRoofing, prepared : 70 s+ B0 20 3
:San Francisco: " sRugs and Carpets r 115 : 80 : 35
tLos Angeles : " sSalt : 42 : B4 8
tSan Francisco: M :Soap : 104 :+ 70 = 34
:Los Angeles " : : " T 83 ¢ B0 33 3
tS5an Franciseo: n :Sugar s 73 ¢+ B0 23 @
:Los Angeles : " HE H 61 s 38 : 23 3
: " :Kingman :Tinvare i 91 : B0 @ 41
:3an Francisco:Phoenix tVegetables, fresh : 92 77T 15
:Los Angecles n : " " : 75 80 25

It will be noted that in order to meet truck competition, the
railroads made an average feduction of 47.4 per cent in the fates on the
representative commodities moving from points in Arizona to points‘in
California. Moreover, that for the same purpose the railroads made an
average reduction of 33.04 per cent in the rates on rapresentative com-
modities moving from points in California to points in Arizona. In fact,
the average reduction thus made by the railrosds on the representative
commodities named in the foregoing table from and to Arizona is 36.42

per cent.
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Both the interstate and state class rates have been reduced
by the railrpéds to meet truck competition., They now iﬁclude pick-up
and delivery service without any additional charge. This innqvation on
the part of the railroads was necessary to meet truck competition.

Furthermore, the rates between points in Arizona on practically
all commodities have been reduced by the railroads to meet truck competi-
tion.

Rates on Copper from Hayden, Arizona to Los
Angeles Harbor Reduced by Railroads to
Meet Truck Competition
~ As previously shown, the rail rates on copper from Arizona to
eastern refineries and consuming pointé are the highest in the United States.

In order to decrzase their cost of transportatioA, some of the
mines in the State %ere desirous of moving their copper by rail to Los
Angeles and thence by water to New York or Baltimore. The water rate
from Los Angeles Harbor to these points ranges from $3.00 to $4.00 per ton.
However, these Arizona prodﬁcers were unable to move their copper west-
ward because of the exorbitant rail rates. For example, the rate on
copper from Hayden, Arizona to Los Angeles Harbor, a distance of 538 miles,
was, until a short time ago, #23.80 per ton.

The Nevada Consolidated Copper Company sought a reduction in this
rate from the Southern Pacific. It was denled relief. Thereupon, it be-
gan trucking copper from Hayden to Los Angeles Harbor. It moved five
hundred tons or more in this manner at rate of 36.00 per ton, or $17.80
per ton less than the rail rate. The Southern Pacific and its connec-
tions serving Los Angeles Harbor then reduced their rate to $6.00 per ton
to meet this competition. Therefore, the present rate from Hayden to Los
Angeles Harbor, established to meet truck competition, is $6.00 per ton.
However, said rate is materially higher fhan the concurrent rates from
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the Montana and Utsh competing points to the Pacific Coast, also from

El Paso to Houston, distance considered, as cleérly shown by the follow-

ing table:

From : To :Distance: Rate :
: : : {Miles):(Per Ton):
:Hayden, Arizona :Los Angeles Harbor : 538 : $6.00 :
:Anaconda, Montana :Seattle, Washington: 654 : 5.00 =
:Black Eagle, Mont. :Seattle, Washington: 758 : 5.00 :
:Garfield, Utah :Los Angeles Harbor : 793 : 5.85
tInternational, Utah:San Prancisco i 797 ¢ 5.85
tEl Paso, Toxas tHouston, Texas : 818 : 5,00 =

The rates above shown from competing points'égggtgiaitarily
established by the railroads and have been in effect for many years.
Obviously they afiord a proper measure for the rates from Arizona to Los
Angeles Hafbor. Therefore, it is clear that the present rate of $6.00
from Hayden to Los Angeles Harbor is still too high.

Obviously, i? truck competition is eliminated, then both inter-
state and state ratez%igte been reducea to meet such competition will, no
doubt, as previously stated, be immediately increased by the railroads,
thus saddling a furtheﬁ‘burden of more than $3,000,000 annually upon the
public of the State. This burden will not be restricted to any one class,
but on the contrary, would effect the pocketbook of each and every in-

dividual within the State.

Truck Regulation Now Sponsored by Railroads
Is Simp}ly Strangulation in Guise of Regu-
lation
The railroads and their allied interests succeeded in 1931 in
having the Legislature of the State of Texas unact into the law the most
vicious, destructive, and oppressive legislation ever enacted governing
trucks. Briefly summarized, among other things, this law fixes maximum
load limit of 7,000 pounds, except as hereinafter shown, for any truck or

trailer or combination of such vehicles operated over the highways.
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Obviously such limit is inimical to the public interests. The
weight speéified is less than 25 per cent of the standard adopted by the
American Association of State Highway officials in cgﬁvgntion at Washington,
D. C. November 17, 1932, in conjunction with. the United States Bureau of
Public Roads, and recommended by those officials of the Government for
adoption by all states.

Appendix I shows the weight, dimensions, and speed for vehiples
operating og the highways as adopted by those gentlemeh.who are inforﬁed-
.by actual éxpé?ience in constructing and maintaining highways throughout
the nqtion. Therefore, we submit that the actidn taken by those impartial,
eminently féir, experienced men is the best evidence as to proper lqad
liﬁits for trucks on the highways. Consequently it follows irresistibly
that any weight limitations lower than those recommended by those offiéials
are clearly repugnant to public interest.

Further evidence, if any is required, that the maximum load
limit of 7 ;OOO pounds is unduly restrictive, and, therefore, unecconomic-
al, is furnished by the exception written into the Texas law, which, in
substance, is to the effect that the limitation of 7,000 pounds as to
weight of loads is not to apply to vehicles when used to transport pro-
perty from poirt of origin to the nearest practicable railroad loading
peint or from railroad unlozding point by way of the shortest practicable

route to destination, provided said vehicle does not pass a railroad de-

livery or receiving point equipped to transport such load. In such

cases, the Texas law provides maximum load limit of 14,000 pounds. OStated
otherwise, when a truck is engaged in hauling to or’frpm the nearcest rail-
road station and does not pass another railroad station, then it can haul
14,000 pounds, or 100 per cent more than if the same truck were héuling
over the same highways to or from more distant points. Apparently‘tﬁe
purpose of the Texas law was to eliminate truck_COmpetition with.the rail-
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roads, thus forcing the public to ship by railroad and péy the‘substantial—
1y higher rail rates. It has accomplished that pur?b%e;.
General Public Adversely Affected~by'the
Unreasonable $¢xas Motor Vehicle Law
In Texas the unreascrable 7,000 pound load limit law, which
certain selfish interests are endeavoring to have enacted into the laws of
. the State of Arizona, has worked undue hardships on the general public;
One of the most noticeable results of this legislation is the decrease
of some 50,000_registrations of motor trucks since the presen£ truck laws
were enacted, and the resultant drastic decreése in revenues accruing to
the State. The fall in registration has decreased gascline consumption
approximately 50,000,000 gallons, which, at the present 4—§ent tax,
would have provided the state highway fund $1,500,000 and'the avaiiable
school fund $500,000 more, to say nothing of the volume of business
the absence of these trucks has cost the Texas business men at a time
when it was sorely needed.
In addiﬁion,@the Texas law has decreased county road funds some
$650,000.

The loss of revenues above shown is a serious matter. However,
it is merely a drop in the bucket compared with the amount collected by
the railroads from the shippers of Texas through the medium of excessive
freight rates and charges since truck competition has been stifled in
that State., Therefore, the shippers of Texas are direscting their efforts
to sccure the repeal by the ﬁext Legislature of éhe obnoxious provisions

of said law.
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RECOMMENDATIONS OF THE COMMISSION WITH RESPECT
TO MOTOR VEHICLES

The Commission in the Coordination of Motor:fransportation éase
made certain recommendations to Congress with respect to the interstate
regulation of motor vehicles. Those recommendations are now cmbodied in
a bill before the Congress, which it is contemplated will be enacted
into the Federal law in the near future,

HéreOVer, the Commission in its annual report to Congress in
1931, sta£ed; in substance, that there was sn utter ébséncehéf‘agfeement
as to_the facts regarding whether competing forms of transportation, in-
cluding motor vehicles, were paying their fair share of the bufden of
taxation, The Commisgion recommended to Congress that a thorough and
impartial inQeétigation be made of the matter, In its annual report to
Congress in 1932, the Commission reiterated this recommendation. There--
fore, the Coﬂgress will, no doubt, take such action shortly.

Conseguently, the Federal Government will scon occupy the field
of interstate motor-vehicle regulation. Moreover,the results of the im~
partial Congresslonal ;nvestigation recommended by the Commission should
be available in the not distant future. Until that time, it seems to us
wice for the law makers of the various states "to make haste slowly™ in

dealing with motor vehicles.

CONCLUSION

Prior to the aavent of motor vehicles, the railrocads had no com-
petition in Arizona. They took advantage of this fact. They realized that
the citizens of the State required transportation. Moreover, that as they
could not secure it from any otihier source, they must of’ necessity pay
whatever charges the railroads demanded. Consequently, the rates, fares,
and charges espablished and long maintained by the-railroads to, from,
and within Arizona were the highest iﬁ the United States.,
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Motor vehicle transportation is the first and only competition
with the railroads that the public of Arizone has ever had. Although the
expense.of performing truck transportation is over nine hundred and
ninety per cent greater than the freight cperating expense of the rail-
roads, as previously shown, the trucks have, and now are, according the
citizens of the State substantially lower charges and in many instences
superior service to those of the railroads. Stated otherwiss, the truck
management has removed from the necks of the public the yoke of oppres-
sion of the railrocads, thus giving the public "a new dezl."

As the rallroads already have so many and sc great inherent ad-
vantages of economy over the trucks, as hereinbefore shown, it follows
irresistibly that if they cemnot survive in competition with the trucks,
it is due solely %o their failure and refusal to be governed by the
economic ?rinciples which govern uther legitimate enterprises. Therefore,
no useful purpose Qill be served by further truck legislation at this
time.

The iniquitogs legislation proﬁo&ed by the railroads would drive
the trucks from the highways, thereby costing the public of Arizona a
minimum of $3,000,000 annually under present conditions, and several
times that amount under normal conditions. Obviously such legislation
is not in the publie interest, the contention of the railroads and their

allies notwithstanding.

Respectfully submitted,

By: CHAS. BE. BLAINE and SONS,
Traffic Managers and Commerce Counsel,
Rooms 900-901-802 Title & Trust Bldg.,
Phoenix, Arizona.



APPENDIX I

AVMERICAN ASSOCIATION OF STATE HIGHWAY OFFICIALS
1222-24 National Press Building
Washington, D. C.

GROSS WEIGHT, DIMENSIONS AND SPEED FOR VEHICLES
OPERATING ON THE HIGHWAYS

Adopted by the American Association of State High-
way Officials in Convention at Washington, D. C.
November 17, 1932, and United States Bureau of
Public Koads, and recommended for adoption by all
States.

It is the opinion of the Association that the
adoption of & wmiform standard to govern gross weight, dimensions
and speeds for motor vehicles operating on the highways is a
fundamental necessity for the following reasons:

(a) To establish one of the fundamental pre~-
requisites of highway design.

(b) To promote efficiency in the interstate
operation of the motor wehicle.

(¢) To secure safety in highway operation.

(d) To remove from the highways undesirable
equipment and operations.

(e) To stabilize on a definite basis the many
relationships between the highway and the
motor wvehicle.

These con¢lusions have been reached after many
years of consideration on the part: of the Highway Transport Com-
mittee of the Association supplemented by painstaking research
by a number of the State Highway Departments and the Bureau of
Public Roads.,

The Association therefore makes the following
recommendations to the proper State authoritiee having control
of traffic on the highways:

(1) WwIDIH

No vehicle shall exceed a total outside width,
including any load thereon, of eight feet except



vehicles now in operation which, by rEgsan of the
substitution of pneumatic tires for other types of
tires, exceed the above 1imit. ‘ : :

(2) HEIGHT

T Mo vehicle unladén or with load shall ex-
ceed height of twelve feet, six inches.

(3) LENGTH

{a) No vehicle shall exceed a length of
. thirty-five feet extreme over-all dimension, in-
clugive of front and rear bumpers.

{b} Combinations of vehicles shall consist
of not more than two units and, when so combined,
shall not exceed a total length of forty—five
feet.,

{e) The truck tractor and semi-trailer
shall be construed to be one vehicle for the
purpose of determining lengths.

_ {d) For occasional movements of materials
or objects of dimensions which exceed the limits
hgyein provided, a special permit shall be re-
guired. :

(4) SPEED

{a}) Minimum speed. No motor vehicle
shall be unnecessarily driven at such & slow
speed «as to impede or block the normal and
reasonable movement of traffic exeept when
reduced speed 1s necessary for safe operation
or when a vehicle or a combination of vehi-
cles 1s necessarily or in compliance with law
procecding at reduced speed.

{b) Meximum speed. No bus or truck
shall be operated at a speed greater than forty-
five miles per hour. Passenger automobiles may
be operated at such speeds as shall be consistent
at all times with safety and the proper use of
the roads. '

{c) Vehicles cquipped with solid rubber
- or cushion tires shall be operated at a speed
not in excess of 10 miles per hour. .

(5) AXLE LO4
a) The wheels of all vehicles, includ-
ing trailers, except those operated at 10 miles
per hour or less, shall be equipped with pneuma-
tic tires.
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(b) No wheel equipped. with high pressure,
rneumatic, solid rubber or cushicn tifes, shall
carry a load in excess of 8,000 pounds, or any
axle load in excess of 186, OOO pounds.

Research indicates that low pressure
pneumatic tires can carry 9,000 pounds per wheel
without increasing pavement slab stresses.

An axle load shall be defined as the
total load on all whesls whose centers may be in-
cluded between two parallel transverse vertical
planes forty inches apart. :

(c) These limitations,are recommended for
all main rural and intercity roads, but should
not be construed as inhibiting heavier axle loads
in metropolitan areas if any State desires.

(d) These weight specifications for wheel
and axle loads may be restricted by the State High- -
way Department for a reasonable period where road
subgrades are materially weakened from thawing
after deep frost or from a continued saturated con-
dition of the soil.

(6) GROSS WEIGHTS

Subject to the limitation imposed by the re-
commended axle loads no vehicle shall be operated whose
total gross weight, with load, exceeds that given
by the formula W = c(Lplus 40) where

W = total gross weight, with load, in pounds

C = a coefficient to be determined by the
individual states

L = the distance between the first and last

axles of a vehicle or combination of
vehicles, in feet

A value of 700 is recommended for "c" as the
lowest which should be imposed but this should not
be construed as inhibiting greater values.

(Npte): This gross weight recommendation is parti-
cularly applicable to bridges since axle loads and
length limitations are determinative in their practi-
cal application. ‘
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