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Ex PartE 1

ALASKAN RATE INVESTIGATION

Submitted May 19, 1919. Decided November 14, 1919

Rates, regulations, and practices of common carriers by water operating between
Puget Sound and Alaskan ports not shown to be unreasonable. Respondents’
practice of assessing freight charges on weight-or-measurment basis, ship’s
option, and rule under which steamers will not move to private docks for
less than 25 tons of freight not shown to be unreasonable. Present method
of handling capnery traffic not shown to work any undue discrimination.

Rates charged for transportation of blacksmith coal and farm products from
Anchorage to Juneau, Alaska, held relatively unreasonable and unduly dis-
criminatory, to the extent that they exceed rates contemporaneously main-
tained, on like traffic, from Puget Sound ports to Juneau.

W. H. Bogles for Alaska Steamship Company; B. S. Grosscup for
Pacific Steamship Company ; L. L. Bates for Seattle Steamship Com-
pany; S. J. Wettrick for Seattle Chamber of Commrce and Com-
mercial Club; W. L. Clark for Association of Pacific Fisheries; Phil
Ernst for Nome Chamber of Commeérce; Ed. G. Russell for Commercial
Association of Juneau; J. J. Kennedy for Alaska Labor Union, Local
No. 4, of Juneau; R. M. Courtney for Chamber of Commerce of An-
chorage; E. G. DeSteuiger for Ellamar Mining Company; M. G.
Munly for Thlinket Packing Company.

REPORT OF THE BOARD

By schedules filed to become effective March 3, 1918, and Jater
dates, the Alaska Steamship Company and the Pacific Steamship
Company proposed to increase all-water rates between Puget Sound
and Alaskan ports. Upon protests filed on behalf of Alaskan com-
mercial organizations and shippers, the Alaska Steamship Company
on. February 25, 1918, was ordered by the Board to suspend the
operation of its increased schedules. On March 15,1918, the Board,
allowed the suspended schedules, and others which had been held in
abeyance, to become effective, subject to revision if after hearing the
increases should be found to be excessive. Thereupon the Board,
of its own motion and .pursuant to the provisions of the Federal
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2 ALASKAN RATE INVESTIGATION

shipping act of September 7, 1916, instituted a general investigation
into the rates, regulations, and practices-of common carriers by water
engaged in the transportation of property between ports in the State
of Washington and ports in Alaska. The carriers serving Alaska
and representatives of Alaskan industries, commercial organizations,
and shippers were duly notified of the proposed investigation, and
hearings were held in- May and June, 1918, at Seattle, Wash., and at
Ketchikan, Juneau, Cordova, Seward, and Anchorage, Alaska.

The port-to-pert Alaskan business is.handled principally by the
Alaska Steamship Company and the Pacific Steamship Company,
hereinafter called the Alaska Company and the Pacific Company,
respectively, and at certain seasons of the year by the Seattle Steam-
ship Company and the Humboldt Steamship Company. The testi-
mony and data with respect to these two.latter companies are very
meager, but that' which was offered in respect to their rates-indicates
that the rates-of the Seattle Company are generally in line with those
of the Alaska and Pacifjc Companies, while the Humboldt Company’s
rates are as a rule lower than the rates of the two latter companies.
It was testified that the Humboldt Steamship Company was able to
operate in the Alaskan trade on a lower schedule of rates only because
it engaged in more remunerative tradeseduring four months of the
year. This company, although seasonably notified, was' not repre-
sented at any of the hearings.

THE RATE SCHEDULES AS A WHOLE

The protests in effect are against ‘the rate schedules of the. Alaska
and Pacific Companies, respectively, as a Whole, and the general inves-
tigation instituted by the board involves primarily the determination

‘of the reasonableness of respondents’ rate schedules. - The carriers
‘urge that the primary object of. the increased rates hereinbefore re-
ferred to was to provide additional revenue urgently needed by them
to meet increasing costs of operation. Protestants, on the other hand,
contended that said rates were excessive and unreasonable. ~ To illus-
trate the general range of increases, & table showing the old and new
rates on a-number of representative commodities, together with the
distances from Seattle to representative ports of destination on the
southeastern, southiwestern, 'and Nome routes, is presented below.
The southeastern route embraces the coastal section between Dixon
Entrance and Cape Spencer; the termini of the southwestern route
are Cape Spencer and Unimak Pass; and the Nome route extends
northerly beyond Unimak Pass and via St. Michael ‘to points on. the
Yukon River. - Rates are stated in dollars and cents per ton of 2,000
pounds or 40 cubi¢ feet, whichever produces the greater revenue, un-

-less otherwise specifically provided. N ~
: ' 1.U.S.S.B.



ALASKAN RATE INVESTIGATION 3

Seattle to—
. ; s
Commodity Ketchikan, 754 miles Cordova, 1,603 miles Nome,! 2,500 miles

Old |Present| In- QOld |Present| In- Old |Present| In-
rate rate | crease | rate rate | crease | rate rate | crease

P.a P. . P. .

Boots and shoes. . $6.50 | $7.50 1535 $15.00 | $15. 50 3| $15.50 | $23.00 48
Canned vegetables. 6.50 7.50 154 11.50 | 12.00 4| 1550 | 23.00 48
ement . ....... 4.25 4.75 12 8.0 8.25 3| 1550 | 22.75 46
Clothing........ 6.50°( 7.50 16%| 15.00 | 15.50 3| 1660 | 23.00 48
8tructural iron. 6. 50 7.50 16%| 12.50 | 13.00 4| 1550 | 23.00 48
Machinery_ .. ..._...... 65| 7.5 1534 12.50 | 13.00 4| 1500 22.50 50
Maeats énot refrigerated) 16.50 | 18.50 12 30.00 | 30.50 2| 32.00| 41.00 28
Meats refrigerated).. . 23.10 | 25.70 11 45.00 | 45.50 1| 40.00 [ 6250 56
<1 | Y 3. 60 4.75 36 5.00 6.25 25| 16.50 | 22.76 46

Sugar 6. 50 7.60 15%| 11.80 12.00 4 16.50 | 23.00 48%4

1 Rates to Nome are landed rates and include cost of lighterage at Nomae.

The foregomg table has been compiled from exhibits. of record and
tariffs of the Alaska Company on file with the board. Rates of the
Pacific Company vary in some instances from those of the Alaska
Company, and its increases are sllocated in a different manner, but
for the purposes of this case such variations are not material.

The additional revenue estimated to be derived by the Pacific Com-

- pany from increased rates in 1918 appears in the following table:

Actual, Estimated,

vear 1917 vear191g | Incresse

$1,361,052.46 | $1, 701, 704. 80 | $350, 652 34
609, 896. 12 745, 304. 67 45, 408, 66
159, 655. 93 167, 638.72 7,982.79

QGross earnings. . oo oo eercceccee————————- 2, 210, 604. 51 2,614, 648.19 | 404, 043.68

Freight revenue. .
Passenger revenue

As an offset to the estimated additional revenue accruing to the
Pacific Company from increased rates, that company shows that its
cost of operations in 1918 will be found to have been materially
greater than in 1917. A table indicating the sources of increased
operating costs follows:

Increased costs of operations, 1918 over 1917, on Alaska steamers of Pacific Steamship
Company, not including overhead or charter hire payable on leased vessels

Per cent Per cent | Increase 1918 | Per cent
Year 1917 | “oryoeal | Year1918 | oriseal [ over 1917 | increase

Fuel __ .. . $253, 241. 78 15.10 | $401,703.07 17.58 | $148,461.29 58.6
Wages.___. 27| T3es 519.30 21.98 449, 225. 03 19. 68 80, 705. 73 21.8
Longshore.. -| 180,319.47 10.76 216, 383. 36 9.48 36, 063. 89 20.0
Provisions. . .| 227,187.28 13.56 319, 857. 34 14.02 92, 470. 05 40.7
Repairs. _.. .| 323,646.37 19.30 516, 215.96 22,62 192, 569. 59 59.5
Insurance. ... .| 212,330.75 12.66 256, 872. 37 11.26 44, 541, 62 20.8
Miscellapeous. ... ..coomeans 111, 284. 02 6.64 122,412.42 5.36 11,128.40 10.0

Qrand total_............ 1,676,528.98 | 100.00 | 2,282,469.55 | 100.00 | 605,840.57 |..........




4 ALASKAN RATE INVESTIGATION

The Alaska Company did not submit an estimate of additional
revenue calculated upon increased rates or an estimate of increased
operating costs. The record discloses, however, that crews’ wages
paid by the Alaska Company in May, 1918, were 40 per cént higher
. than in 1917. Based on actual 1917 consumption the estimated in-
crease in cost of fuel oil in 1918 will amount to $140,346.87. During
the first three months of the year the cost of meals advanced 20 per
cent over the 1917 basis. These cited increases are typical of increased
operating costs of the Pacific Company on similar items. The con-
ditions surrounding the operations of the Pacific and Alaska Com-
panies’ fleets are not materially dissimilar, and it may be assumed
that the increases in earnings and operating expenses of the Alaska
Company will be relatively as great as those of the Pacific Company.

The fundamental obligation of the carriers under the shipping act
is to charge only such rates as are just and reasonable. The reason-
ableness of the rates depends largely upon whether they yield a fair
return upon the value of the carriers’ property devoted to the public
service. Smith v. Ames, 169 U. S. 466; Minnesota Rate Cases, 230
U. S. 352; San Diego Land and Town Company v. National City Com-
pany, 174 U. 8. 739; Wilcoz v. Consolidated Gas Company, 212 U. S 19.

The Alaska Steamship Company owns the vessels which it operates =
in this trade. With the exception of one vessel owred by it the Pacific
Company, prior to and at the time of the investigation, was operating
vessels held under charters from other companies. By the terms of
these charters the carrier obligated itself to pay the cost of ordinary
maintenance, an annual charter hire of 10 per cent of the agreed value
of the vessels for the year ended November 1, 1917, 11 per cent for
each of the next three years, and 12 per cent thereafter. The figures
shown in the last preceding table are exclusive of this charter hire;
that is, the charter hire has not been charged as an operating expense.

The following data as to the value of the fleets, capitalization,
volume of traffic, operating revenues, expenses, and income of the
Alaska and Pacific Companies, respectively, have been compiled from
testimony and exhibits of record:

[ Dec. 31, 1917]

Alaska Pacific

Steamship Steamship

Company Company
Value of fleet $3, 178, 574. 60 $3, 017, 308, 14
Capitalization..... 34, 500, 000. 00 $1, 000, 000. 00
Operating revenues. $4, 081, 690. 45 $2, 210, 604. 51
Operating expenses $2, 876, 898. 00 ( ! $1, 880, 426. 05
Net operating reVenues . ceaouececamracaccacancocanamammameaaa- .| 81,204, 692. 45 $320, 178. 46
P AX@S . .o aecvmmemcacmcacecececmesvmms-esmcw-esc-——esmsesmamessmasas - $230,231.69 |.ccemcunmnacaaan
Depreciation. - oo oeocecocoeemaiccemcmecmoiimeemeecmananecenaa - $236, 500. 62 $140, 446. 62
Not Operating IDCOMe . .o oo oocoeccamrmcrmceeanccanmmnnannaannas $743,432. 48 $179,732.84
Volume of traffic (10D8) .« - oo ieoceeececacccmaccecmcmcccameaeeea 499,378 256, 654. 4

! Including taxes. - TTTe SR



ALASKAN RATE INVESTIGATION ’ 5

The values of the fleets shown in the foregoing table are book
values. It was vigorously insisted by the carriers that such values
were not fairly representative of the actual values of their fleets. A
marine surveyor and naval architect, who had appraised the fleets
in May, 1918, and who testified on behalf of both companies, placed
a value on the fleets 100 per cent higher than the book valiies herein
given. -The auditor of the Alaska Company testified that the com-
pany had sold one of its vessels'in 1916 for more than twice its book
value. The unprecedented demand for tonnage, the prevailing high
prices of labor and material entering into the construction of vessels,
and the practical impossibility of reproducing or duplicating the
fleets were advanced as the main contributing elements of increased
value. In addition to the vessels the carriers have other property
investments in the way of wharves, docks, lands, terminal and other
facilities devoted to the Alaskan service, the extent and exact value of
which do not appear of record.

The capitalization represents the total amount of stock issued and
outstanding on December 31, 1917. Neither company has any bonds
or funded debt outstanding. In respect to the Pacific Company, the
operating revenues and expenses are those properly chargeable to the
Alaskan trade. The volume of traffic figures of both companies
include Alaskan business only. Of the Alaska Company’s total 1917
net income of $743,432.46, however, only $478,691 was earned in the
Alaskan service. It was testified on behalf of this company that the
net book value of its property and assets employed in the Alaskan
service in 1917 was in excess of $5,000,000, and that on the basis of
the valuation of the fleet, as determined by the marine surveyor and
naval architect, the value of said property and assets amounted to
more than $10,000,000. Thus it appears that, without charging off
any portion of the loss due to the wrecking of the steamer Mariposa,
in 1917, the earnings of the Alaska Company amounted to 9% per
cent on a net book value of $5,000,000 and to 4% per cent on said ap-
praised value of its property devoted to the Alaskan service.. The
Pacific Company’s earnings were relatively lower than those of the
Alaska Company. :

Owing to the peculiar geographical, industrial, and economic con-
ditions of Alaska, its transportation problem is decidedly unique. In
the early part of the year the preponderance of traffic is northbound
with very little southbound traffic. Just the reverse condition obtains .
in the fall of the year. The movement of traffic is poorly balanced,
in consequence of which the transportation facilities are only partly
used at one season of the year and are insufficient at other seasons
to handle the traffic. Obviously the cost of operating transporta-
tion facilities under these conditions is far in excess of what it would

be if the movement of traffic were properly balanced.
1. U.S S.B. .



6 ALASKAN RATE INVESTIGATION

The routes traversed by the vessels of these carriers are beset with
dangers. The shores of Alaska are exceedingly rocky and consist
almost entirely of elevated islands and peninsulas carved by glacial
action and separated by deep and narrow fiords. Rugged mountain
ranges with sharp jagged peaks lying just beneath the surface of the
water, and currents of great volume flowing through the bays and
tortuous passages along the coast constitute an ever-present menace
to navigation. During a considerable portion of the year the vessels
are compelled to fight their way through ice and snow, and on the
Nome route are frequently icebound for several days at a time.
Storms are of frequent recurrence, often rendering the discharge of
cargoes impossible and making it necessary for vessels to steam for
the open sea and ride out the gales. Operating costs of these carriers
have been rapidly mounting for some time and continue to rise. Not
only have substantial advances in wages béen made, but demands
by employees for other increases were pending at the time of the
hearings. Moreover, it was assertéd that the efficiency of labor had
materially decreased. The cost of fuel, insurance, and other important
items entering into the operation of steamers has greatly increased.
The estimated additional revenue to be derived by the Pacific Com-
pany from increases in rates is $201,896.89 less than the estimated
‘additional operating costs for 1918. While generally the recent in-
creases in rates are not large, yet in some cases they are as high as
50 per cent; but manifestly the reasonableness of the rates can not
be determined by considering only the amount of the percentage of
increase, which may indicate that the former rates were too low
rather than that the present rates are excessive. The freight move-
ment on the Nome route, where the most substantial increases apply,
is almost entirely northbound, the southbound loads of the Pacific
Company’s steamers averaging 150 tons per trip during the 1917
season. The southbound cargoes on the vessels of the Alaska Com-
pany also aré negligible. Furthermore, it is necessary to lighter all
cargo at Nome and St. Michael, which practice is hazardous, slow,
and expensive. In 1917, the Pacific Company operated three vessels
on this route at a total operating deficit of $51,902.81.

It was not seriously contended at the hearings that the increased
rates were unreasonable. The assertion was made by certain shippers
that these carriers were paying exorbitant dividends and that the
increased rates would only serve to augment their profits. No evi-
dence of probative force, however, was offered to substantiate this
assertion. On the other hand, it affirmatively appears of record that,
with the exception.of an extra stock dividend paid in 1916 as the result
of proceeds realized from the chartering of several vessels to companies
engaged in South American and Oriental trades and a profitable sale of

1.U.8. 8. B.



ALASKAN RATE INVESTIGATION 7

certain property, the dividends paid by the Alaska Company have
averaged 7.7 per cent per annum. The Pacific Company, which has
been operating only since November, 1916, had not paid any dividends
up to the time of the investigation.

‘There was a significant absence of protests or complaints from
important commercial interests and localities directly affected by the
increased rates. Many of the interests represented at the hearings
admitted the carriers’ need of additional revenve, and expressed their
willingness to pay such increased rates as might be found to be reason-
able. Representatives of substantial commercial interests in south-
eastern Alaska stated that while they did not invite increases in rates,
yet if the carriers showed insufficient earnings under the old rates they
would acquiesce in increased rates. The opinion was expressed that,
in comparison with what they could make in other trades, the carriers
were not earning very much on their Alaskan business. A representa-
tive of the Alaska Labor Union at Juneau withdrew the protest of that
organization against the rates. Witnesses at Cordova testified that
they had no complaint to make either against the rates or against the
general conditions of transportation. Witnesses at Anchorage stated
that they had paid so much greater increases in freight rates in other
directions than they psaid on the Alaskan lines that the advances
applied by the respondent carriers seemed very moderate; that, in fact,
much greater increases had been expected. Representatives of fishing
interests admitted the necessity for increased earnings on the part of
the carriers due to increased costs of operation.

It was suggested that the decreasing earnings of these carriers were
in large measure due to the fact that Canadian lines were handling all-
water traffic between ports in the State of Washington and Alaska
which rightly belonged to the American lines. The amount of busi-
ness, if any, so diverted by Canadian steamship lines does not appear
of record, for which reason the effect of the operations of such lines
on the earnings of the American carriers can not be determined. Some
witnesses testified that under the increased freight rates they will
probably not realize net profits as large as those formerly enjoyed.
‘While this character of testimony is admittedly of value, the effect
upon the shippers’ business is not conclusive as to the reasonableness
of the transportation rates.

Upon consideration of the whole record and according due weight to
the various factors and elements involved in a general investigation of
this character, it can not be said that the rate schedules as a whole are

unreasonable.
LABOR SITUATION

'

Representations were made to the board that owing to excessive
freight rates Alaska was being rapidly depopulated. The testimony
I.U.8.S.B.
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shows that the laboring element in Alaska is of a roving, venturesome
spirit; that generally when laborers come to the Territory they have
little intention of remaining permanently, their average residence in
Alaska ranging from two to four years. It was testified that wages in
- Alaska have not kept pace with those paid in the United States; that -
alluring reports of high wages paid in shipyards and other industries in
the States have induced many men to leave Alaska for more remun-
erative employment in the States. It was further testified that
weather conditions had a great deal to do with the exodus of laborers;
that all things being equal, men preferred the milder climate of the
States, and that, in the absence of advantage of higher wages in Alaska,
they would migrate to the States. Various employers admitted that
the freight rates had very little, if anything, to do with the situation,
and stated that they could not hope to hold their men in the face of the
conditions described. Other witnesses expressed the opinion that the
exodus of men from Alaska was due not only to the lure of higher wages
in the States, but to heavy enlistments in the Army and Navy, hun-
dreds of men having left the Territory to enlist in the military service.
It appears, therefore, that the exodus of men from Alaska is attribut-
able to causes over which the respondent carriers have no control.

SPECIFIC COMPLAINTS

Manifestly neither the carriers nor the shippers attempted to deal
with all the specific rates between particular ports on the three Alaskan
routes. In a general investigation of this character testimony relating
to specific rates and localities would have been of little assistance to the
board in arriving at a proper conclusion as to the reasonableness of the.
rate schedules as a whole. However, considerable testimony was
introduced in respect to certain practices and rates of the carriers
which will be presently considered. In other instances specific rates of
the carriers were assailed, but the evidence introduced by complainants
to support their allegations of unreasonableness consisted principally of
general statements affording no adequate basis or a decision or ¢on-
clusion in the premises.

With respect to the method of constructing rates on copper ore, it
was contended that ore valued at $10 per ton or less should not right-
fully pay as high a rate as ore valued at $50 per ton. Representatives
of operators in the Ellamar district, mining low-grade ore said to
approximate one-third of the ore shipments from Alaska, suggested a
graduated scale of charges according to the values of the ore, beginning
with ore valued at $10 per ton or less and increasing the freight charges
for every $5 in values or fraction thereof. Mine operators in La-
touche, Skagway, and other districts where the remaining two-thirds
of Alaskan ¢opper ore is mined, did not express an opinion on this sub-

LU.S.8.B.
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ject. We are not, therefore, prepared to say that the application of
the specific scale proposed by Ellamar operators would be practicable
and equitable to operators in the other districts. This suggested
method of constructing-copper rates, however, is recommended to the °
carriers for their earnest and early consideration.

The specific complaints which we shall now proceed to consider
seriatim are briefly as follows:

1. That the practice of applying rates on weight-or-measurement

basis at ship’s option is unjust and unreasonable.

2. That the rule under which steamers will not move to a private

dock for less than 25 tons of freight is unjust and unreasonable.

3. That the differentials between rates from Anchorage and Seattle

to Juneau, Alaska, are unduly preferential of Seattle and
unduly prejudicial to Anchorage.

(1) The carriers’ practice of assessing freight charges on the
weight-or-measurement basis at ship’s option was attacked by various
shippers who urged that such practice be abandoned in favor of an.
exclusive weight basis. Representatives of the carriers claimed that
a strictly weight basis was not practicable on the Alaskan routes.
They stated that an elaborate and complex classification was an indis-
pensable prerequisite to its adoption, and that the cost of handling
fréight would be substantially greater than under the present system.
Furthermore, it was asserted that in order to maintain the present
level of earnings the rates on heavy articles must be increased and the
rates on light and bulky articles reduced, thereby disarranging the
whole rate fabric. To illustrate, the rates on denims and bolts of
calico, which are heavy but of comparatively low value, would be
increased, while the rates on eiderdown quilts and quilted dressing
gowns, which are light but of high value, would be reduced. A vessel
has only so much space where freight can be placed, regardless of its
weight. In some cases the weight and measurement, from a revenue
standpoint, will be the same; in other cases the measurement will
exceed the weight several times. It was maintained that under the
weight basis shippers would have little incentive to compress their
shipments, in consequence of which they would occupy more space
than otherwise would be required. The advantage would be with the
careless shipper, and the disadvantage would be with the shipper who
really seeks to conserve space. At the same time the freight capacity
of the vessels would not be efficiently utilized. The carriers con-
tended, and there is considerable force in the contention, that the
ultimate effect of the weight basis would be to raise the rates on
necessities and to lower the rates on luxuries.

It was argued by the shippers that no two men will measure the
same thing alike, and instances of variations in charges assessed on.

I.U.S8.8.B.
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identical shipments were cited. They claimed that it costs less money
to weigh-goods than'it does to measure them, adding that the solution
of the weight problem on the California routes and on railroads dem-
onstrates that it is practicable on the Alaskan routes: On behalf of
the carriers it was testified that the weight basis was used by the
Pacific Company between Seattle and California, not because it was
considered more scientific, but because the company was subjected to
active competition by rail lines using the weight basis, and it had finally
adopted that basis for purely competitive reasons. - No parallel con-
ditions exist in the Alaskan trade.

The record does not justify a conclusion or decision that the practice
of assessing freight charges on the weight-or-measurement basis is
unjust or unreasonable, or that the application of an exclusive weight
basis, even if practicable on the Alaskan routes, would be more
equitable or satisfactory to shippers generally.

(2) The carriers have in effect a tariff rule that no vessel will move to
a private dock for an offering of freight under 25 tons. A minimum of
10 tons, with no increase in freight charges, was suggested by certain
interests handling fresh fish. Occasionally a fishing vessel comes into
port with less than 25 tons of fish. If it delivers the cargo at a private
dock and the carrier declines to go there for less than 25 tons, the fish
must lie on the dock until 25 tons have accumulated or be transported
by the shipper to the steamship company’s dock. It was pointed out
that the tariffs provide a minimum of only 15 tons on salt fish south-
bound, with higher rates on shipments below 15 tons. Manifestly it
costs more to handle several small shipments, issue separate shipping
receipts, make separate waybills and expense bills, and separate entries
in accounts than it costs to handle one large .shipment of the same
commodity shipped by one consignor to one consignee. The condi-
- tions surrounding the operations of salteries and the fresh-fish business
were shown to be substantially.dissimilar. Thus a minimum adapted
to one industry would not necessarily be appropriate for the other. It
appears of record, moreover, that the fishing industry generally ad-
heres ‘to the practice of shipping in 25-ton and even larger lots, and
that there is no real demand from other industries for a reduction of
the present minimum. The beneficiaries of a reduced minimum would
be a comparatively few shippers who would thereby be relieved of the
trouble and expense of transporting fish from private docks to those
of the carriers.

The record does not disclose any justification for requiring the -
carriers to reduce the minimum amount of tonnage for which a ship
will move to a private dock below the present minimum of 25 tons.
Futhermore, it appears that if the minimum were reduced the ships
would be seriously delayed by calling at various landing places for

I.U.S. 8. B.
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small shipments, necessitating more circuitous routes of travel and
resulting in decreased efficiency of operation. We think the interest
of the public will be better conserved if such minimum be not dis-
turbed at this time.

(3) Representatives of farming and coal interests at Anchorage con-
tended that the maintenance of higher rates from Anchorage to Junehu
territory than from Puget Sound ports to such territory subjected
Anchorage to undue discrimination and prevented it from marketing
its products in Juneau. The contention was lirnited to two classes of
commodities, namely, farm products and coal, which were alleged to
be competitive with like commodities shipped from Puget Sound ports
to Juneau. The record shows that there is a considerable movement of
blacksmith coal from Anchorage to Juneau, but that there is not likely
to be a movement of bulk coal between said ports for some time to:
come. Further consideration of this question with regard to bulk coal
is not deemed necessary. It is pertinent to say in passing, however,
that when shipments of this commodity are offered to the carriers for
transportation to the Juneau territory they will be expected to apply
just and reasonable rates thereto.

It was testified that the production of vegetables at and near Anchor-
age has steadily increased for several years past until it has now reached
substantial proportions. Some of these comimodities are being shipped
to Juneau, which was shown to be the logical market therefor, in com-~
petition with like commodities reaching that point from Puget Sound.
ports. The evidence adduced by the shippers amply supports their
allegation that the shipment to Juneau of much larger quantities of
these commodities is precluded by the present differential in rates
which permits Puget Sound merchants to lay down their goods in

-Juneau-more cheaply than Anchorage merchants.

The distance from Anchorage to Juneau is 1,051 miles and from.
Seattle to Juneau is 880 miles, but the rates from Anchorage to Ju-
neau are between 40 and 50 per cent higher than from Seattle to
Juneau. On routes of this great distance a difference of 171 miles of
itself is not regarded as sufficient justification for this disparity in.
rates. The carriers have failed to show any circumstances which
would warrant the maintenance of such differentials. On the con-
trary, representatives of the carriers admitted that Puget Sound ports
and Anchorage should be placed on an equalized basis so far as the
rates on blacksmith coal and farm products to Juneau are concerned.
We therefore conclude and decide that with relation to the transpor-
tation to Juneau of farm products and blacksmith coal, Puget Sound
ports and Anchorage are substantially similarly situated and that the
maintenance of rates on these commodities from Puget Sound ports
to Juneau lower than rates from Anchrorage to Juneau is unduly pref-
erential to Puget Sound ports and unduly prejudicial to Anchorage.
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THE CANNERY TRADE

Considerable testimony was introduced in respect to the cannery
trade, particular emphasis having been placed upon the fact that the
carriers have in effect special contracts and rates governing the trans-
portation of cannery products. The record shows that approximately
50 percent of the southeastern Alaskan business handled by the car-
riers is cannery business. Many of the canneries are located at out-
of-the-way points, and steamers frequently make a detour of more
than 20 miles waste. In view of these facts of record, we do not deem
it necessary or expedient at this time to order the cancellation of ex-
isting cannery contracts or the alteration of the present method of
serving canneries.

CONCLUSIONS SUMMARIZED"

Upon consideration of all the evidence of record the Board concludes
and decides as follows:

1. The rates, regulations, and practices of the respondent carriers
have not been shown to be unreasonable.

2. The practice of assessing freight charges on the weight-or-meas-
urement basis at ship’s option las not been shown to be unreasonable;
nor has the substitution of an exclusive weight basis in lieu thereof
been justified.

3. The maintenance of rates on blacksxmth coal and farm products
from Puget Sound ports to Juneau, Alaska, lower than rates contem-
poraneously maintained on like traffic from Anchorage to Juneau, is
unduly preferential to Puget Sound ports and unduly prejudicial to
Anchorage; and the resulting undue discrimination must be removed.

4. The rule under which vessels of the carriers will not move to a
private dock for less than 25 tons of freight has not been shown to be
unreasonablé; and the reduction of such minimum below 25 tons is
not deemed warranted by the record.

5. The present method of handling cannery traffic, and the rates ap-
plicable thereto, have not been shown to work any undue discrimina-
tion necessitating a ca.ncellatlon of existing-cannery contracts between
shippers and carriers.

No order will be entered at this time. The carriers, however, will
be required to establish, on or before December 31, 1919, rates for.the
transportation of blacksmith coal and farm products from Anchorage
to Juneau, Alaska, which shall not exceed the rates contemporaneously
maintained and applied for like traffic from Puget Sound ports to
Juneau. If this requirement is not met on or before the date specified
an appropriate order will be entered.
’ ) : I1.U.8. 8B



Ex ParTE 2

IN THE MATTER OF THE APPLICATIONS OF WATER CAR-
RIERS OPERATING ON THE ATLANTIC COAST, GULF
OF MEXICO, AND GREAT LAKES FOR AUTHORITY TO

- INCREASE RATES :

Submitted August 20, 1920. Decided August 24, 1920

Certain advances in rates, fares, and charges authorized

George P. Wilson for Philadelphia Chamber of Commerce; William
J. Pitt for Paint Manufacturers Association of the United States,
National Varnish Manufacturers Association, and the Philadelphia
Paint, Oil & Varnish Club; George Koehler for Importers First Aid
Service; William Allen for New Orleans Association of Commerce;
Walton C. Wright for Associated Industries of Massachusetts; Frank
E. Williamson for Buffalo Chamber of Commerce; C. F. MacDonald
for Duluth Board of Trade; and F. R. Levins and F. S. Keiser for
Commercial Club of Duluth, Minn.-

A. D. Stebbins, T. W. Kennedy, and J. B. Sweeny for Merchants
& Miners Transportation Company; J. T. Green for Clyde Steam-
ship Company, Mallory Steamship Company, and Gulf & Southern
Steamship Company; F. H. Mickens for Eastern Steamship Lines
Inc.; A. J. Townsend for Baltimore Steamship Company; George
A. Parker for Starin New Haven Line; A. E. Paterson for Panama
Railroad Steamship Company; A. J. Quterbridge for Quebec Steamship
Company; Edwin H. Duff for Colonial Navigation Company and Pere
Marquette Line Steamers; Charles A. Donlin for Michigan Transit
Company; Fred A. Pixley for Chicago, Racine & Milwaukee Line and
for Wisconsin Transit Company; L. J. Lewis and John B. Annis for
Detroit & Cleveland Navigation Company; F. A. Stanley and W. R.
Evans for Great Lakes Transit Corporation; H. R. Rogers and A. T.
Zillmer for Cleveland & Buffalo Transit Company; Ewmg H. Scott
and Francis B. James for Milwaukee, Chicago & Michigan City Line;
and Charles B. Hopper for Goodrich Transit Company

REPORT OF THE BOARD

This proceeding was instituted by the board of its own motion, to
determine the justness and reasonableness of certain proposed ad-
vances in the rates, fares, and charges of water lines engaged in inter-
state commerce, on the Atlancic coast, Gulf of Mexico, and Great

1U.8. 8. B. ' 13
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Lakes. The tariffs and applications naming the rates, fares, and
charges in question were filed with the board on and subsequent to
August 11, 1920, and were proposed to be made effective on August
26, 1920, contemporaneously with the effective application of the
rates, fares, ‘and charges approved by the Interstate Commerce
Commission, as to rail-and-water traffic, in its. Ex Parte Dacket No.
74 (58 1. C. C. 220).

Section 18 of the Shipping Act of September 7, 1916, imposed upon
common carriers by water in interstate commerce subject to the
jurisdiction of the board, an obligation to give to the public and the
board 10 days’ notice of proposed advances. By the terms of the
act such advances can not become effective until their approval by
the board.

Prier to the expiration of the statutory period, following the re-
ceipt by the board of the tariffs and applications here under consid-
eration, protests against the operation of the same were lodged with
the board by shippers and commercial organizations. The board
thereupon directed that the tariffs then on file, together with those
which thereafter might be filed, be suspended, and that all applica-
tions for permission to advance rates be consolidated. An order
was so entered on August 12, 1920, instituting a general investiga-
tion in the premises, and the matter was set down for hearing on
August 18, 1920.

Commercial organizations, shippers, and the public were duly
notified by telegraph, by mail, and through the press of the time and
place of the hearing, and all interested parties were given an oppor-
tunity to be fully heard. Notwithstanding the protests which had
been filed with the board in advance of the hearing, however, it
developed at the hearing that there was no concerted opposition to a
general increase in rates. Representatives of shippers stated frankly
that they did not object to reasonable advances in rates, as they
realized that the carriers had been and were confronted with increases
in the cost of operation, including labor, materials, and other items;
and they recognized the fact that in many, if not in most, instances
some increases should be made in the rates, in order that the revenues
of the carriers might be fairly remunerative. Most of the testimony
on behalf of shippers was directed toward specific situations, which
they conceived to be discriminatory or detrimental to their respective
interests. It will be recognized, of course, that howsoever important
these matters may be to individual shippers, such evidence is not
illuminative in determining whether or not the proposed advances in
rates as a whole are reasonable and will yield a fair return, or more
than a fair return, upon the value of the property of the carriers
devoted to the public service.

1U.8.8.B.
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ATLANTIC COAST AND GULF LINES

The general advances proposed by the lines operating between
Atlantic coast and Gulf ports were as follows:

: Passen-
Freight ger

Per cent | Per cent
Between ports on the Atlantic coast north of Norfolk, Va_ - ocoomceomaaaae 40 20
Between Norfolk and New Orleans, La. .. oo icicocaraaamananas 25 20
Between New Orleans and the Mexican border_ _ ... oooiicanns 35 20

These applicants seek to justify the proposed advances on the
ground that the present rates are not sufficiently remunerative, in
view of the prevailing high operating cost, and that the rates should
be advanced to enable them to.earn a reasonable return upon the
value of their property devoted to the public service.

Inasmuch as the board is not empowered to prescribe accounting
rules and systems to be observed by the carriers subject to its juris-
diction, the financial and statistical data submitted in support of
‘the proposed advances were in varied and dissimilar form, not
susceptible of reduction to a common basis. It has, therefore, been
necessary to consider such data by individual carriers rather than
en bloc. The operating results reflected by these varied statistics
are substantially identical, however, and may be illustrated by the
following summaries:

An examination of the exhibits and testimony submitted by the
Merchants & Miners Transportation Company shows that on June 30,
1920, the book value ‘of its property devoted to the public service,.
including floating equipment, wharves, and other necessary terminal
property, was $3,842,419.56; that for the six months ended June 30,
1920, its total operating revenues were $3,021,971.31, and that its
total operating expenses during the same period were $3,574,97246,
leaving an operating deficit for the six months noted of $553,001.15.
After making allowances for miscellaneous income and expenses, this
deficit was increased to $694,196.25. Figures submitted by this
carrier showed an insured valuation of the above-described property
of more than $6,000,000, which it was stated represents only 80 per
cent of its actual value.

The advances proposed by the Merchants & Miners Transportation
Company, in addition to those allowed that carrier by the Interstate
Commerce Commission, assuming that the volume of traffic to be
handled by it does not diminish, were estimated to yield, for six
months, increased revenues of $1,019,051.95, practically all of which
it was anticipated will be absorbed by operating expenses. It was
asserted that the revenue requirements of the Merchants & Miners

1U.8.8.B.
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Transportatlon Company, as a matter of fact, necessitate a larger
increase than that petitioned for, but that any greater increase would
seriously disturb existing rate relationships and thereby retard the
movement of traffic.

The six months covered by the above statistics were represented
as comprehending a period when the company was operating at
maximum capacity; and it was stated that the volume of traffic
handled at any other period would not be nearly so heavy. It was
testified that the costs of operation resulting from increases in the
cost of materials, fuel, supplies, labor, and every other element of
transportation, were abnormally heavy, and that there was no present
indication that they would decline to any great extent in the very
near future.

Conditions -governing the operations of other Atlantic coast and
Gulf lines are substantially similar to those above set forth, except
that at some ports not served by the Merchants & Miners Transpor-
tation Company conditions are even more unfavorable. The record
shows that for the period ended June 30, 1920, the Eastern Steam-
ship Lines, Incorporated, sustained a loss of $539,831.07, and that
" for the year ended December 31, 1919, the operating deficit of the
Clyde Steamship Company was $1,357,953 and of the Mallory Steam-
ship Company $643,165.

Applications and data submitted by certain carriers in respect of
water-line operations between New York, on the one hand, end the
Canal Zone, the Virgin Islands, and Porto Rico, on the other hand,
reflect the operating conditions shown above, including unprece-
dented costs and inadequate returns with resultant losses.

GREAT LAKES LINES

The advances proposed by the Great Lakes carriers approximate
40 per cent on freight and 20 per cent on passenger traffic. It appears
from the record that the expenses incident to the operation of vessels
on the Great Lakes have increased substantially te the same extent
as on the Atlantic coast. For example, it was shown that these
carriers are now paying for bunker coal approximately 100 per cent
more than they paid in 1919, and they claim to be receiving a poorer
quality than was then available. These carriers also claim that they
are paying 60 per cent more for materials and supplies and 40 per
cent more for labor than they paid in 1919.

A situation existing on the Great Lakes which does not confront

" the carriers operating on the Atlantic and Gulf coasts is that the
Great Lakes operations are seasonal, and during several months
of the year some of the carriers are obliged to discontinue operations
on ac¢count of weather conditions. During this nonoperating period
the overhead and fixed charges of the carriers remain fairly ‘constant.

4« TT OO OO M
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Some stress was laid by shippers upon the fact that the past per-
formances of a few of the Great Lakes lines had shown substantial
returns on their property. It must be borne in mind, however, that
we are dealing with present conditions; and, whatever those statistics
may show for past years, they can not be said to reflect the results of
operations under the high costs and other unfavorable conditions
existing at the present time:

The book value of the terminal facilities and fleet operated by the
Great Lakes Transit Corporation is-$4,087,887, according to the
record. For the six months ended June 30, 1920, the gross revenue
of this company was $1,077,295; its operating expenses were
$1,194,411.38, making a deficit of $117,116.38. It was claimed that
the market value of the company’s property is $10,000,000. The
Cleveland & Buffalo Transit Company showed a net loss to June
30, 1920, of $193,115.89. The Goodrich Transit Company sustained
a net loss of $77,905.83 for the year ended June 30, 1920. These
figures fairly represent the results attained by other Great Lakes
carriers in the operation of their respective lines.

There is ample evidence of record to support the claims of the
Atlantic, Gulf, Great Lakes, and Territorial Lines, regarding the
increased costs of their operations, and their need for additional
revenue; and the increases for which they have respectively applied
will produce not more, and in all probability less, than a reasonable
return upon the value of their properties devoted to the public
service.

_RELATION OF PORT-TO-PORT AND PROPORTIONAL RATES
~

We are urged to allow the proposed advances to become effective on
August 26, 1920, contemporaneously with the increased rates author-
ized by the Interstate Commerce Commission in its Ex Parte Docket
No. 74 (58 1. C. C. 220); this, it is claimed, being necessary to preserve .
proper rate relationships.

If the instant increases should be denied, the carriers would, of
course, be confronted with the unnatural and objectionable situation
of having port-to-port rates which would be lower than their pro-
portional water rates between the same ports on traffic handled in
connection with rail lines. It was also indicated that such a state
of affairs would permit shippers so to handle their freight as to avail
themselves of the preferential port-to-port rates, instead of paying
the higher proportional rates, thereby tending to deplete the revenues
which should properly accrue to the carriers from through rail-and-
water business. As against this situation it is shown that the cost of
handling port-to-port traffic is generally in excess of the cost of
handling through traffic. — S ——— =t
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COLLATERAL COMPLAINTS OF SHIPPERS

Some évidence was mtroduced by shlppers tending to show that the
lines in certain instances have not given to commercial orga,mzatlons
and to ShlppeI‘S sufficient notice of proposed embargoes, and that the
carriers’ equipment has been inadequate to handle the traffic offered.
It is, of course, desirable that close cooperatlon be maintained be-
tween the carriers and the shippers, with a view, at all times, to
acquainting the latter with the fact of proposed embargoes, as in this
way only is it possible to prevent unnecessary movement of freight
to wharves and terminals. It is also important that the carriers
shall exert every effort to provide a transportation service that will
fully meet the needs of the shipping public. In this connection,
representatives of several of the carriers expressed themselves as
willing to improve their facilities, if it should hereafter develop
that their financial condition will so warrant.

)

" CONCLUSIONS AND DECISION

After careful consideration of the applications and supporting
statements, and all the facts and evidence of record in the instant
case, the board concludes and decides that, to the extent hereinafter
indicated, the advances proposed to be made have been shown to be
just, reasonable, and necessary. The rates, fares, and charges of the
water carriers operating in the sections involved may be increased as
follows:

Freight | Fassen- °

Per cent | Per cent
10

Between Norfolk, Va., and ports on the Atlantic coast north thereof. .. ... _....... 20
Between Norfolk and New Orleans, La_ ... iciciccceaacaacaaae 25 20
Between New Orleans and the Mexican border.. .- 35 20
Between ports on the Great Lakes...._.....__ .. 40 20
Between New York and the Canal Zone._.... - 10 33%

* Between New York and the Virgin Islands - M 33
Between New York and Porto Rico.. ... oo ool P 20

1 No freight rates involved.

The increases authorized on freight traffic may be made applicable
to weighing, ligchterage, storage, floating, transfer, diversion, recon-
s1gnment switching, and transit services; and the passenger fare
increases authorized may be applied also to excess baggage.

+On the Atlantic and Gulf coasts the through rates between ports
located in different coastal sections, which are made on a combination
basis, should be increased by applying to each factor of the through
rates its respective percentage.

Local or joint through rates between ports in one coastal section
and ports in any other coastal section should be increased 33%4 per

"cent.
1 U. 8.8. B.
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For rate-making purposes, Norfolk, Va., will be considered in
the Norfolk-North-Atlantic section to and from ports in said section,
and in the Norfolk-New Orleans section to and from ports in the
latter section; New Orleans, La., will be considered in the Nor-
folk-Néw Orleans section to and from ports in said section and in
the New Orleans-Mexican border section to and from ports in the
latter section. -

With regard to increases in terminal charges Norfolk will be con-
sidered in the Norfolk-North-Atlantic section, and New Orleans will
be considered in the New Orleans-Mexican border section.

The increases in rates, fares, and charges herein authorized may
be made effective not later than January 1, 1921, on one day’s notice
to the publi¢ and the board.

An order will be entered accordingly.

1U. 8. 8. B.



ORDER

At a Session of the UNITED STATES SHIPPING BOARD;,
held at its office in Washington, D. C., on August 24, 1920

Ex Parte 2

In the Matter of the Applications of Water Carriers Operating on the Atlantic
Coast, Gulf of Mexico, and Great Lakes for Authority to Increase Rates

It appearing That by its report entered in the above-entitled

proceeding, which report is hereby made a part hereof, the United
"States Shipping Board has authorized certain increases in the port-to-
port rates, fares, and charges of certain interstate water carriers
subject to its jurisdiction:

It is ordered; That all tariffs and supplements effecting the increases
authorized in the aforesaid report shall bear on their title page the
following notation:
~ Rates published herein under authority of order of United States Shipping
Board entered in Ex Parte Docket 2, August 24, 1920.

And it is further ordered, That a copy of this order be served upon
each common carrier by water so authorized to increase its rates,
fares, and charges.

By the board.
[sEAL.] JorN J. FLAHERTY,
Secretary.



INvEsTIGATION AND SuUsPENSION Dockkr No. 1 .
WOOL RATES FROM BOSTON TO PHILADELPHIA

Submitted February 2, 1921. Decided February 17, 1921

Proposed advances on wool and related articles from Boston to Philadelphia
found not justified. The suspended tariff ordered canceled

ReporT OF THE Boarp

By schedule filed to become effective October 15, 1920, the Mer-
chants and Miners Transportation Company proposed to increase
rates on wool and related articles from Boston, Mass., to Phila-
delphia, Pa., by canceling existing commodity rates and applying
class rates 1n lieu thereof Upon protest the carrier was directed
to suspend the application of its tariff, and the Board instituted this
proceedmg and mvestlgatlon into the reasonableness of the pro-
posed increases. Below is a table showing the present rates on the
commodities involved, the proposed rates, percentages of increases
which the proposed rates would effect over the present rates and over
the rates applicable immediately prior to the 40 per cent advance
authorized by the Board under Ex Parte 2 and made effective by

the carrier.

Percentage
ncrease

Present Proposed Percentage olver rates
Commodity rate (cents | rate (Conts | “inoreace’ (effective im-

per 100 per 160 | proposed | mediately

pounds) pounds) _ prior to

Ex Parte 2
wwé;?g:(;??. ———- 55.5 66.5 19.8 68.3
. Less than carload_.. 74 92.5 25 74.5
Rl A s em et emen o 51 85.5 8.8 52.1
Less than carload ... o..cocoaelo 66.5 74 5 igl) g gg g
Wool noils, carload.......... 65.5 Gg. g > 8.3
‘Wool tops, less than carload. 74 ge 5 ® s

‘Wool waste, carload..... 55.5 X . X
Mo%:r'lgcglfffi ........ 51 92.5° 81.3 153.4
Less than carload. .. .oo.cco o onimieinii s 66. 5 92.5 39 .7
M°‘8"’1 mdmase ..................... R 51 74 45 102.7
Less thua carload... 66.5 74 1L.2 55.7
Mobair noils: . 8.3 1534

Carload. ...-. 51 92.5 . 3
, Less than carload.. 88.5 92.5 39 94.7
: 66.5 02.5 3 9.7
74 92.5 25 74.5
51 92.5 81.3 153.4
68.5 92.6 39 4.7

The carrier seeks to justify the proposed advances on the grounds
that it is sustaining a deficit on its operations as a whole, that the
revenue derived from the transportation of wool and ‘mohair from
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WOOL RATES FROM BOSTON TO PHILADELFPHIA. 21

Boston to Philadelphia under existing rates is not sufficiently re-
munerative, and that the present rates on these commodities are be-
low the level of the rail rates applicable from and to the same points.

While the evidence submitted by the transportation company to
the effect that its common carrier operations as a whole were un-
profitable is admittedly of value, obviously this is not a controlling
determinant of the reasonableness of the particular rates in question.
Indeed, rates on particular commodities may be unreasonably high
and yet the carrier fail to realize a fair return from its entire opera-
tions. The carrier contended that the water rates should be on a
level with the rail rates and offered some evidente on this point. In
this connection we believe it_sufficient to state that there is such a
manifest difference between transportation via rail and via water
that rail rates cannot be regarded as a proper criterion or measure
of water rates. However, the evidence adduced on these points has
been accorded every consideration to which it is ent,lt]ed in a proceed-
ing of this nature.

Some evidence was introduced regarding the revenues on wool and
other commodities, such as shoes, and cotton piece goods, which indi-
cated that the revenue per cubic foot on wool was 4.7 cents on carload
and 6 cents on less-than-carload shipments, as against 7 cents per
cubic foot for shoes and 11.8 cents per cubic foot for cotton piece
goods on any-quantity shipments. The probative force of this evi-
dence is considerably impaired because of the dissimilarity of these
commodities from a transportation standpoint. The difference in
the average value of the commodities upon which the comparison is
based is wide. Shoes were claimed by a witness who testified on be--
half of protesting shippers to have a value ranging from $5 to
$25 a pair. We can not but feel that the valuation figures are too
high and should be liberally discounted—$3 to $10 value per pair is
certainly conservative, which figures will be used. These shoes pack
24 pairs to a case and the weight of the shipment averages 70 pounds
per wooden case and 60 pounds per fiber case. The value of a case of
shoes, therefore, ranges from $72 to $240, or approximately from
$103 to $400 per 100 pounds. The any-quantity rate on this product
of manufacture, as published and charged by the Merchants and
Miners Transportation Company, is 42 cents a case, or approximately
65 cents per 100 pounds, while the proposed carload and less-than-
carload rates on wool in grease are 554 cents and 74 cents per 100
pounds; respectively. The any-quantity rate on cotton piece goods,
Boston to Philadelphia, is 483 cents per 100 pounds in bales or cases.
This commodity includes white sheeting averaging 50 yards to the
100 pounds, the value of which is as high as $1 a yard; gingham and
printed goods, valued from 40 cents to 80 cents per yard, and cotton
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22 UNITED STATES SHIPPING BOARD REPORTS.

duck, as high as $1.20 per yard. Wool in grease, which was admitted
to constitute by far the greater proportion of the southbound move-
ment of the commodities on which increased rates are sought, was
shown by the record to have a value of $25 per 100 pounds.

Wool is a raw unmanufactured farm product, transported in uni-
form 'bags or bales weighing from 350 to 1,000 pounds when in
grease, and 100 to 350 pounds when in a scoured state. The various
grades and several forms of wool and mohair, according to the
record in this case, are substantially similar in character and their
respective values vary but slightly. Shoes and cotton -piece goods
are considerably more valuable per pound than wool and are subject
to far greater risk in transportation, particularly as to theft and
damage in transit. .

Much of the evidence of the Merchants and Miners Transpoxtatlon
Company was directed toward maintaining that wool and mohair
are commodities of exceptional bulk, and that the principal kinds of
wool moved by it from Boston to Philadelphia are wool in grease
and scoured wool which do not load to the same density as other
merchandise traffic. By deductions from the record at various stages
of the proceeding, it is shown that approximately the following cubic
measurement of space is displaced by 100 pounds of each of the
commodities named ;

Cubic feet
‘Wool in grease (in bags) . ___________________ 14. 00
Wool in grease (in bale) _________________________________ 7.77
Mohair in grease (bale and sack) __.______________________ 11.11
Wool, scoured (in bag) oo oooo_ o ___..____ 21. 00
Wool, scoured (inbaley______________ . __________________ 13.33
‘Wool noils (inbag) .- . __________ ___ o ___ 17. 50
Wool tops (bagorbale) . ________ ______ . 15. 63
Shoes (case) - 7.14
Cotton piece goods (bale or case)____-_____________ mmeee 4. 27

It will ‘'be seen that the average displacement per cubic foot of
the commodities shown above on which the Merchants and Miners
Transportation Company seeks to justify increases in rates is 14.33
pounds, as against an average of 5.70 pounds per cubic foot for the
two commodities used by the carrier in making its comparison.
Again the displacement of 100 pounds of wool in grease and scoured,
. both in bag and bale, which the carrier states comprises the largest
‘tonnage of the commodities upon which increased rates are sought,
averages 14.02 cubic feet. However, the fallacy of basing rates solely
uporn relative bulk and weight when the commodities are greatly dis-
similar in other important respects is apparent. Evidence in justifi-
cation of increases in.rates ranging from 8 to 81 per cent upon the
ground, of the relatively greater displacement of space by wool and
mohair than by articles which are products of a high degree of
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WOOL RATES FROM BOSTON TO PHILADELPHIA. 23

manufacture, of much higher value and which require far greater
care in handling, is not convincing.

Exhibits and testimony of record are conclusive of the large volume
and regularity of movement of wool from Boston to Philadelphia
by the Merchants and Miners Transportation Company. Wool grown
in all parts of the world is brought to Boston, which, due it is claimed
to favorable banking arrangements, has become the first wool market
in the United States. Because of advantageous scouring facilities
at Camden, N. J., wool in grease is shipped from Boston to Phila- .
delphia, and from the Merchants and Miners Transportation Com-
pany’s docks in the latter city it is teamed to'Camden.. In addition
there is a large tonnage of wool carried by this transportation com-
pany from Boston to Philadelphia which is consigned to mills situ-
ated in and about Philadelphia. )

This large and regular movement of wool by the carrier from
Boston to Philadelphia is of importance in a consideration of the
reasonableness of the rates proposed over those now in effect. A
large volume of port-to-port traffic consisting of a commodity which
is uniform in package, adaptable and convenient for stowage desir-
able from a labor standpoint, low in value and entailing minor risk,
undoubtedly requires the most substantial reasons to justify the
higher rates projected by the suspended tariff. The record indicates
that the volume of shoes and cotton piece goods carried by the Mer-
chants and Miners Transportation Company from Boston to Phila-
delphia is not at all comparable with that of the commodities upon
which advances in rates.are proposed.

Evidence was offered on behalf of the carrier to the effect that if
the contemplated advances were not applied the offerings of' wool
and mohair shipments would be increased, as a result of which it
might be necessary during more normal times than now prevail to
place an embargo on general merchandise to meet the situation. It
was added, however, that at the present time practically all of the
transportation company’s vessels are leaving Boston for Philadelphia
with very light cargoes and that. shlpments of any character are de-
sirable. It was testified that a depression now exists in the wool .
trade, but that if the present rates be nct disturbed the great bulk of
wool will move from Boston to Philadelphia via vessels of the Mer-
chants and Miners Transportation Company; and that increases in
the rates will result in the diversion of traffic from this carrier.

A fter careful consideration of all the facts and evidence of record
the Board concludes and decides that the proposed advances have not
been shown to be reasonable and have not been justified by the car-
rier. An order directing the cancellation of the suspended tariff will
be entered.

1U.8.8.B.



ORDER.

At a Session of the UNITED STATES SHIPPING
BOARD, held at its ofﬁce in Washington, D. C on
February 17, 1921

.Investigation and Suspension Docket No. 1
Wool Rates from Boston to Philadelphia

It appearing, That by order dated October 12, 1920, the Board en-
tered upon a hearing concerning the propriety of the increases and
the lawfulness of the rates proposed by the Merchants and Miners
Transportation Company in a certain schedule enumerated and de-
scribed in said order, and directed that the operation of said schedule

“be suspended pending such hearing and decision; and

It further appearing, That a full hearing and investigation has
been had in the premises; and the Board on the date hereof having
made and filed a report containing its conclusion and decision, which
said report is hereby referred to and made a part hereof ; now, there-
fore,

It is ordered, That said Merchants and Miners. Transportatlon
Company is hereby notified and required to cancel said schedule-on
or before March 1, 1921, and that this proceeding be discontinued.

By the Board.

[sear.] ) (Slgned) JorN J. FLAHERTY,

Secretary.



UNITED STATES SHIPPING BOARD.

Dockers Nos. 8 axp 10.

BOSTGN WOOL TRADE ASSOCIATION
v.
MERCHANTS AND MINERS TRANSPORTATION
COMPANY.

Submitted October 27, 1921. Decided December 2, 1921.

Rates on wool and mohair in grease, scoured, noils, tops and waste, between
Boston and Philadelphia, found unreasonable but not unduly prejudicial.
Reparation denied. Reasonable rates for the future prescribed.

Respondent’s practice of limiting its port-to-port rates from pier to pier and not
including within the application of said rates all receiving and delivering
points within the switching, free lighterage limits, and water-front locations
of Boston and Philadelphia not found unreasonable or unduly prejudicial.

H. A. Davis for the complainant.
Otis B. Kent for the respondent.

ReporT oF THE Boarp.

In this proceeding a tentative report was prepared by the examiner
and submitted to the parties. This report is based thereon with such
modifications as seemed necessary after consideration of the record
and of the exceptions which were filed.

The two complaints herein present the same general subject matter,
were consolidated for hearing, and will be disposed of in one-report.
The complainant is a voluntary association of individuals, partner-
ships, and corporations engaged in the purchase and sale of wool,
mohair, and other commodities, with headquarters at Boston, Mass.
By complaints seasonably filed it alleges violations of sections 16 and
18 of the Federal shipping act of 1916 by the Merchants and Miners
Transportation Company in respect of shipments of wool.and related
articles transported since February 14, 1919, between Boston, Mass.,
and Philadelphia, Pa. The Board is requested to establish reasonable
and nonprejudicial rates for the future and to award reparation.

THE ISSUE OF UNREASONABLENESS.

The gravamina of the complaints, in so far as they allege violations
of section 18, are that the respondent carrier’s commodity rates from
24 . 1U.S.8.B.



BOSTON WOOL TRADE ASSOCIATION ¥. M. AND M. T. CO. 25

Boston to Philadelphia on wool and mohair in grease, scoured. noils,
tops, and waste, which range from 51 to 66} cents per 100 pounds
carload and from 66} to 74 cents per 100 pounds in less-than-carload
lots, as well as its class rates on those commodities from Philadelphia
to Boston, which range from 554 to 664 cents per 100 pounds carload
and from 663 to 924 cents per 100 pounds less-than-carload, are un-
just and unreasonable; and that the carload rates on all port-to-port
traffic moving between Boston and Philadelphia are unjust and un-
reasonable. Rates on wool and related articles which are deemed by
the complainant to be reasonable are set out in detail in the complaint
in Docket No. 10, #d, were pressed at the hearing. These rates rep-
resent decreases of from 10.8 to 41.2 per cent from those assailed and
are designed to include delivery to, from, and between all receiving
and delivering points within the free lighterage limits and water-
front locations of Boston and Philadelphia. For the purposes of this
proceeding, mohair is shown to be similar to wool and to call for like
treatment. ) .-

The published tariff rates of the Merchants.and Miners Transporta-
tion Company on wool and related articles between Boston and Phila-
delphia, as compared with the rates of that carrier on boots and shoes,
cotton piece goods, and iron and steel articles between the same ports,
are as follows:

Rates detween Boston and Philadelphia.
[In cents per 100 pounds.]

Boston Phila-
Commodily. to Phila-| delphia
delphia. [to Boston. .
Wool in grease: .
Carlgad....... 151 155}
w Ii:ess carl&()]ad 664 664
ool, scoured: B
Carload....... 2535) 2 664
N _)Less L8 0 1 5 R 74 74
oils: ;
L0 T ¥ 2 55% 2 663
- D T8 7 T 74 74
ops:
pCarload ..... PP 2 664 1664
w TLesscarload.......... 74 74
aste:
Carload............ 2 554 1554
Less earload....... . 74 664
Boots and shoes, any quan e 65 74
Cotton piece goods, any quantity.......... ... ..ot 48% 484
Iron and steel articles:
(o7 Y3 LY B PPN e 28% 28%
LesS CATIOAA . . . ottt eae et 344 344

! Minimum carload weight, 16,000 pounds.

2 Minimum carload weight, 10,000 pounds.

3 42 cents per case. .

Note.—Less-than-carload shipments of wool in grease, scoured wool, tops, and wastc, P’hllbd_elphl_ﬂ to
Boston, when uncompressed, arc subject.to higher.rates than those shown above—i. ¢., 74; 924,924, <aqd 74
cents,respectively. Straight carload shipments of waste from Philadelphio to Boston, when uncompressed,
are also subject to the second-class rate of 664 cents, minimum carload weight 10,000 pounds.

Exhibits and testimony presented on behalf of the respondent set
forth in detail the relative cubical space occupied by given units of

“« TY €1 & I



26 UNITED STATES SHIPPING BOARD REPORTS.

wool and boots and shoes and cotton piece goods, deductions from
which in connection with statements of comparative revenue per
cubic foot on traffic from Boston to Philadelphia are included in the
following table:

Comparative spatial and revenue statement.

oot y
Commodity. per ton Re}r:(;ltu(ec&e{s;:}lbxc
pounds).
Wool, in grease, in bags, 150 pounds per Dag.........c.viiieieerirennnannn ﬂ. 280 M 2 lc:srs‘%%(xi'load.
Wool, in grease, in bags, 200 pounds Per bag. ......covueueruneaennnanannnan 210 g gf:srsl%?agload.
Wool, scoured, in bags, 100 pounds per bag. .......ceeiiuieiiniiaennanans T 420 gglc:srq%:(riload.
Wool, scoured, in Dales........oueeiuit ittt ee i iaae e 266 g Z lceasrsl?:‘;?load.
Boots and shoes...... 143 7.0 any quantity.
Cotton piece goods. . . 85.6 | 11.3 any quantity.

As contended by the carrier during the hearing, the bulk of a com-
modity is one of the principal factors for consideration in construct-
ing a rate for transportation by water, and great weight should be
attached to this factor in a determination of the reasonableness or
unreasonableness of such a rate. It is manifest, however, as urged
by the complainant, that additional factors, such as value, revenue,
and others, are to be considered which may negative the presumption
of reasonableness arising from a calculation based upon the element
of bulk alone. In this connection there is given below a table show-

-ing the values of wool in grease and scoured (which two classes
comprise by far the greatest proportion of the wool traffic between
Boston- and Philadelphia), as compared with) the values of shoes
and cotton-piece goods, together with the revenue per ton and per
ton-mile for each commodity computed upon the rates in controversy.

Comparative statement of values and revenues per ton and per ton-mile.

‘ Revenue'per ton. Revenue per ton-mile.

Value | Boston to Phil- | Philadelphia to | Boston to Phil- Phﬂgdelphxa to

. perton adelphis. Boston. adelphia. oston
Commodity. of 2,000
pounds.
Less Less Less Less
load. |, han | jcoq | than (C3G then | (C3F | ihan
* |earload. - (carload. * |ecarload. " |carload.
|
Wool in grease, 14 cents per
und..........oooiioa, 8280 | $10.20 | $13.30 | 311.10 | $13.30 | $0.021 | 80.028 | 20.023 | $0.028
Wool scoured, 42 cents per
ponnd ..................... 840 [ 11.10| 14.80| 13.30 1480 023 . 031 . 028 . 031
Shoes, $6.50 per pair, 3240 per
100 pounds (any quantity).[ 4,860 13. 00 14.80 . 027 .031

Gingham and print cloth, 40
cents per yard, 400 yards

+ per 100 pounds (any quan-
121730 DN e 3,200 9.70 9.70 .02 .02
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The foregoing table discloses wide differences in the values of
wool and the commodities used in comparison, and inequalities with
respect to the comparative revenues received for the transportation
thereof. For example, the value of wool in grease is shown to be
$280 a ton, from which the respondent receives a per ton revenue of
$11.10, while boots and shoes valued at $4,800 per ton produce a per
ton revenne of $13. The differences in values and the inequalities
in revenues are further illustrated with respect to wool waste, a com-
modity the value of which it was testified during the hearing ranges
from 1 to 4 cents per pound, or an average per ton value of $30.
The revenue per ton and the revenue per ton-mile derived by the
carrier from the transportiation of this commodity are greater than
from the transportation of gingham and print cloth, white sheeting,
and cotton duck, each of which represents a high degree of manu-
facture and is of far greater value.

On behalf of the complainant it is strongly contended that the
volume of the movement of wool in its various forms, especially wool
in grease, between Boston and Philadelphia warrants the reduction
in rates which the Board is requested to effect. It sliould be here
stated, however, that the volume of movement, or any other single
factor, should not dominate other factors necessarily entering into a
determination of what is a reasonable rate to be applied for the
transportation of a particular commodity. According to the record,
Boston and Philadelphia are, respectively, the first and second
largest wool markets in the United States, and the movement of this
commodity between the two cities exceeds the movement between
any other two points in this country. From 50 to 70 per cent of all
the wool used in the United States is consumed in New England and
Pennsylvania. In many instances wool is sent from Boston to Phila-
delphia, a distance of 475 nautical miles, to be cleaned and sorted,
after which it is shipped back to Boston and placed in warehouses
for sale and use by consuming mills. It is stated that under normal
conditions around 50,000,000 pounds of wool move between these
cities each year and that the cargo of every vessel of the Merchants
and Miners Transportation Company leaving Boston and Philadel-
phia contains a large percentage of this commodity. On eight sail-
ings from Boston to Philadelphia during the weeks of March 6,13,20,
27, and April 3, 1920, the tonnage of wool transported by the respond-
ent, as compared with the tonnage of boots and shoes, dry goods, and
iron and steel articles, is shown by the record to be as follows:

Week beginning—

Commuodity (tons).
Mar. 6. | Mar. 13. | Mar. 20. | Mar. 27. | Apr..3.

Wool 319 "251 245 250 172
Boots and shoes. . ... 29 40 88 3 28
ry goods p - :
Tron and steel articles . g:} }g gg g’Z dg

1U.8.8.B.
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The general freight agent of the respondent carrier stated that
during the period September 1 to December 31, 1920, wool in éreasé
constituted approximately 13.41 per cent of the respondent’s total
tonnage from Boston to Philadelphia, required 21.9 per cent of the
available cargo space, and produced 13.47 per cent.of the gross rev-
enue; and that shipments of wool in other forms made practically
the same showing. During the years 1919 and 1920 the movement
of wool from Philadelphia to Boston is stated to have been 9,284
and 4,955 tons, respectively. Some effort was made to show that a
decrease in the tonnage of wool and related articles moved by the
respondent between Boston and Philadelphia during 1920 as com-
pared with 1919 was due to high rates, and the relation between
such rates and the values of the commodities. It is apparent on
the record, however, that while this condition may have been one
of the influencing factors, it was not alone responsible for the lower
volume handled. A growing depression in business and unfavér-
able commercial conditions generally were admitted to have had a
pronounced effect on the movement of this traffic.

Evidence was introduced on behalf of the complainant indicating
that charges for labor and materials were receding and that the cost
of business operations generally was lower at the date of the hearing
than for an indefinite time prior thereto. Comparative figures were
submitted, and deductions made therefrom, which purport to show
that the revenue from the operation of the Boston-Philadelphia line
of the respondent furnishes a return considerably in excess of the
cost of operation, and that the per ton-mile revenue on that line is
greater than the per ton-mile revenue on other lines operated by the
respondent. Other than the presentation of general data in denial
and a showing of deficits suffered by the respondent company on its
operations as a whole, no evidence in refutation of the complainant’s
contention in this regard was offered on behalf of the carrier. In
response to request made at the hearing for a statement showing
the results of operation on the Boston-Philadelphia line for the year
1920 as compared with the year 1919 it was stated on behalf of the
respondent that its accounts were not kept in such manner as to
permit the segregation of revenues and expenses of that line from
those of other lines operated by it.

Comparisons were made between rail rates and water rates, and the
respondent’s principal witness stated that its rates on wool should
be on a level with the rail rates on that commodity. This statement,
however, has not deeply impressed us in the absence of evidence of
record from which such an inference could be drawn. Admission
was-made by the carrier that the only territory where it maintains
rates on a parity with rail rates is between Boston and points north
of Cape Hatteras. It was pointed out that switching charges at

- YT O O D
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both Boston and Philadelphia are absorbed out of the wool rates of
the rail carriers, while the port-to-port rates of the Merchants and
Miners Transportation Company under attack do not include this
terminal service. Such port-to-port rates of the respondent do, how-
ever, absorb marine insurance. With reference to measuring .water
rates by rail rates, the Board said in Investigation and Suspension
Docket No. 1 (1 S. B. 21), “there is such a manifest difference be-
tween transportation via rail and via water that rail rates can not
be regarded as a proper criterion or measure of water rates,” and we
see no reason in the instant case to warrant a change of our views
on this subject.

With regard to the risk involved in transporting wool and related
_ articles as compared with boots and shoes and cotton piece goods, it
was testified by the complainant that the only damage to which wool
is subject is that occasioned by wetting;, and that danger of damage
by fire, theft, or careless handling is remote. Wool is shipped in
uniform bags or bales, requires no special equipment and only a
minimum amount of attention in handling, and is readily adaptable
for stowage with other shipments. These facts are indicative of its
greater desirability as traffic from the standpoint of liability assumed
by the carrier for loss or damage. Data were submitted by the car-
rier indicating that the amount paid in settlement of claims for loss
and damage to shipments of wool on the Boston-Philadelphia line
during the year 1920 exceeded that paid with respect to claims for
loss and damage to shipments of boots and shoes and cotton piece
goods. In the light of the vastly greater volume of wool handled,
however, these figures are insufficient to support the contention which
they purport to sustain.

The complainant claims that reasonable port-to-port rates between
Boston and Philadelphia should include terminal deliveries, and that
the practice of limiting such rates strictly from pier to pier is unrea-
sonable, but it submitted no evidence which would justify the Board
in ordering a modification of the present practice of the. transporta-
tion company in confining the application of the rates to the service
which it holds itself out to perform as a common carrier.

THE ISSUE OF DISCRIMINATION.

The complainant alleges that the respondent’s rates on wool and
related ‘articles between Boston and Philadelphia are unduly preju-
dicial when compared with its rates on boots and shoes, cotion piece
goods, and iron and steel articles; and that its local car]oad rates
on all commodities moving between these ports are unduly preju-
dicial by reason of the fact that they do not include terminal de-

liveries, whereas its proportlonal or joint through rates via said
1TT Q QR
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ports absorb terminal-delivery charges—all .in violation of section
16 of the Shipping act.

It is manifest of record that no competltlon exists between wool
and boots and shoes, cotton piece goods, and iron and steel articles.
It is therefore 1ecogn1zed that the rates on wool can not be preju-
diced by the rates on the latter commodities. Prejudice to shippers
and receivers of wool can not be predicated upon the charges for
transporting other products which differ essentially in character
trom wool and supply widely dissimilar demands.

Considerable evidence was presented by the complainant to sus-
tain its contention that the refusal of the Merchants and Miners
Tranportation Company to group, on the one hand, all receiving and
" delivering points in the cities of Boston, Cambridge, Everett, Chel-
sea, and Somerville, which are located within the so-called Metro-
politan Boston Switching District,and, on the other hand, all receiv-
ing and delivering points within the free lighterage limits.and water-
front locations of Philadelphia, and to apply the same rates to and
from each point in sueh groups in connection with port-to-port traffic
between - Boston and Philadelphia, while observing-this practice.as
to other traffic, constitutes undue prejudice. The record evinces, how-
ever, that the deliveries to and from points in the Metropolitan Bos-
ton Switching District and at Philadelphia upon which the allega-
tion of undue prejudice is based are in every instance performed in
connection with through rail-and-water traffic and are not in any
respect governed. by tariffs either filed with or subject to the jurisdic-
tion of the Board. Clearly, the conditions compelling absorption by
this respondent of terminal charges at Boston and Philadelphia in
connection with through rail-and-water traffic do not apply with
equal force to its local traftic.

Other issues were raised by the complaints, but inasmuch as no
evidence was offered in support thereof it 1s unnecessary to conSIder
them in this report.

According due consideration to all the factors pertinent to the
issues. involved and the facts and circumstances of record, we con-
clude and decide that the rates complained of were not and are not
unduly prejudicial. The period during which the assailed rates were
applicable was one of rapidly changing values and costs and of vary-
ing commiercial and transportation conditions. It is impossible,
therefore, to state that said rates were unjust or unreasonable in the
past; but we find that the present rates of the respondent on wool and
related articles between Boston and Philadelphia are and for the
future will be unjust and unreasonable in violation of section 18 of
the shlppmor act to the extent that they e\ceed the following rates

1U. 8. 8.B.
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which we determine and prescribe as just and reasonable maximum
rates to be applied on this traffic in the future:

Reasonadble mazimum rates on wool and related articles between Boston end
Philadelphia.

(In cents per 100 pounds.]

Boston | Philadel-
Commodity. to Phila- ghln to
delphia. oston.
Wool in grease: .
%;;londl‘..a ...................................... seestresgecatacacecansansaaacan & &
£ 1T Vo N
Wotg s(iogac;d: ) -
BPLOBAY. . .t ieea e irr e,
Less carload p :? 65
Noil(s): Joad s -
-3 T Y
O R J1 9 1 U 65 65
TOPé: load * . 58} 583
234 (0L
Less eBrload. ... oot i s . 5 66
Waste:
L0 4V I 45 45
Less Carload. .. ..ottt 55 55
! Minimum carload weight, 16,000 pounds. * Minimum caricad wéight, 10,000 pounds.

Note.—The above rates apply on the commodities as described and set forth in Mer-
ghanlts and Miners Transportation Company Tariff 8. B. 171, in effect at the time of the
earing.

The rates found reasonable for the future apply from pier to pier
only and do not include delivery to, from, and between receiving
and delivering points within the free lighterage limits and water-
front locations of Boston and Philadelphia.

We further find that respondent’s practice of limiting its port-to-
port rates from pier to pier and refusing to grou