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I ^ C - r c -I ^ 

J l l Q l HCIKINS; 1- -* uack on the r e c c r d . 

Whe is handl ing i t , • i t h c- Ssed? 

SE. 5EED; Y-^c- Honor, we woe • r-iH 

— the United States Department of Transpor ta t ion would 

l i k e tc c a l l Eichard H. K l e i . 

• hereupon , 

RICHARD H. KLEM 

was called aS a wi*ress, and h'-ivinc hec fir ly 

swcrn, took the stand, and '»A ... A; : X..- : .-.nd testii^^-. as 

follows t 

DIH'CT-FXAHTNATICN 

ray v.- 3 j 

C Wculd you please s ta te your naae end address 

f c r the reccrd? 

A " ' t : . ! . ; : ' . . i. . Yy a d d r t •- 0 

7th S t r e e t , So.. 

Q 

D C T - 3 ? 

A e . 

Q - '/ou , . . , , 

23 
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C o r r e c t i o n s t i . . x , cu u o u i d l i k e t c « | k e ,xur v e r i f i e d 

s tateiae- t h i s t ime? 

A Y e s , I h a v e . 

Cn EOT-6 , t>-- ^,'-* r-Txe, ' . l e i -. - f l o w 

number, 10. Directly undernea- " ' should ba \ 20. 

I h i s i s cn the l a s t page c f C C T - f . A f l e w rui fber was 

d e l e t e d . The i n f o r m a t i o n on ^ , , , x c o n t a i n e d , 

but t h ^ - i low nunber 20 i s d e l e t e d . The 2C ^ees r i g h t 

beneath the 18. 

I n - v.-:-ified sta*«-?'ent, S e c t i o r 2, Paae ' , 

the f i r s t f c c t n c t e , the number shculd te 1-t f l o w s . 

HE. HY?'SCN; -' ' ' re rea *? 

•rrt: s '̂̂ ^^l:•?s^ T f o c t n c t e s t a r Page 

15 shou ld be 1U6 f l o w s . Appenuix B , Page 3, Paragraph 

, . 3 b o u l d b e 2 9 . 

3 S V C 

L i n e 3 . 

TME 

I W i l 1 look . 

S t 

'ha' 

1 , t h ' 

aLDFRSON RfOO-
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A l s o a t pa -g r sp l l 2 , T ine a, the 

s c r i p t / s h c u l d be a s . • 

KHARf^^CH: S i r , t ^ e o r i g i n a l *ext read 3 . 

Then i t was c o r r e c t e d t e 2 , and new i t i s r*=corrected t c 

5 . I s t h a t r i g h t ? 

THE •«1I1KE5S: That i s c e r r e c t . E i n a l l y , on 

the n o t i c e t c p a r t i e s j u s t p r i o r t o t h e c o n f i d e n t i a l 

appendix t h e nuaber s h o u l d read f ? . 

BY HS. RfFCi (FesUPi." ) 

Q Do ycu have a ry e t h e r c c r r e c t i c n s t c y o u r 

v e r i f i e d s t a t e n e n t s 

A No . 

Q n hese c o r r e c i t t r u e and c o r r e c t 

t c the best cf your know. ? 

A Yes , I t i s . 

ED i • 

examina *ion . 

JUDGE 

!«?. KHARASCH; Your hcnc 

t h i n a s up i f we c o u l d leark so 

ex' = i n t e r . 

Could we 

c t a t e m e r t o f Ed war 

, 19 8 1, c - - -̂ . ^ 

Kh xrasch? 

ALDERSON KfcPOHi.Nu v.. 

v w -Af.'v'^HiscrON D.C 28-9300 
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JUDGE HOFKINSi I t w i l l be l a r k e d f o r 

i d e n t i f i c a t i o n KKT-C-9 1 . 

(The document r e f e r r e d to 

was marked -^cr 

i d e n t i f i c a t i o n as E x h i b i t 

Number YKT-C-91 . ) 

WP. KHABASCHi Could we have .narked as 

H K T - C - 9 : a b r i e f o f the U n i t e d S t a t e s D e p . - - o f 

T r a n s p o r t a t i c n , March 8 , 1982, i n F inance Docket 

3C,C00? 

J HCFKINSi T 1 be marked f c r 

i d e n t i f i c a t i c n ?:^T-C-92. 

The docrment r e f e r r e d tc was 

marked f o r i d e n t i f i c a t i o n as 

E x h i b i t Humber YKT-C-92. ) 

«• : " ^ y -rfe have marked as E x h i b i t 

" K T - C - 9 - f i v e pages f r o m E r . • work which 

unf cr t u n a t e I ' i a r e not p a g i n a t . -^ Ives . r s t 

page has soire h a n d w r i t i n g which i s f u l l y t h - c : i c T "! c r * 

c f m i n e , an l a i n egua ls 1 1 , 3 4 8 . 

JUDGE HOFKINSi I t w i l l ' 

i i i e n t i f i c a t i c n ar v-."^.. - . - , 

The document 

ALDERSON REPORTING COMPA> 

20 f ST N W., WASHINGTON, D S.9300 
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CP.CSS ETAKIN ATICN 

WR. KEAPASCP; 
= -ccv r f YKT-C-89 , some 

^ Te t me a l s c hand ycu a cCpy - t 

nr K l e « , l e t ' s s t a r t w i t h Page 1 c f 
h e l p f u l d i a g r a m s . D r . K l e « , 

i r Pag . 1 . i n Paragraph 1 , YOU t a l k 

. e . . o= . . . . . . . c . . . . . . -

A Yes , I 

r c n s i d e rin'3 . ^ 
4 . . ^ ' f f e r * war l i m i t e d m 

„». he s ta tc i re r . . 
T h a t ' s c c r r e c . 

, r , » i v s i - of the me rge r . 
a n a l y s i s t o t h . r e p e t i t i v e a n a l v s i -

- „ no t on Paoe 1 t h e s t . t u t o t T 

Tc: i t the c c a p e t i t i v e , 
i . s u e ycu a r e a d d r e s s i n g . I s i t 

in iBac-s o*- the proposed merger? P C t e n t i a l c c m p e t i t . v e i m p a c - s ^ ^ ^ ^ ^ ^ ^ 

^ ^ , - - o - ' * ' v p a n a l i S i H o 
p. "^-his I S a CO ^ 

4v the x ' a t u t e d i r e c 
What i s i t t h a t t i . t ; 

. he four xtems i n the 
.-nnqider other Commission t c cons i - . 

f cctncte? DC ycu krcw? 

I cannot t e l l you the exact ^ 

.'̂  .̂  rommission decisions 
= - , competitive 

have worked cn, ha w di -

2-
wculd yc 

20 
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s t a t u t e t h a t d i r e c t e d t h e Ccmmission t-o l o c k i n a. r a i l 

merger at t h e e f f e c t on c o m p e t i t i o n among r ^ i l c a r r i e r s 

- - I emphasize among r a i l c a r r i e r s i n the r e g i o n 

a f f e c t e d ? I s t h a t a gocd i dea? 

A Language such as t h a t i s s c b j e c t t c a v a r i e t y 

c f i n t e r p r e t a t i o n s , Lu* i t appears t o be a d i r e c t i o n LO 

I c c k a t c o m p e t i t i v e i m p a c t s . 

Q How abou t c o m p e t i t i o n among r a i l c a r r i e r s . T 

am a s k i n g y c u , i s i t a good idea f o r t h e Congress to 

pass such a s t a t u t e ? 

A As I s a y , I b e l i e v e t h a t t h a t language i s 

s u b j e c t t c a v a r i e t y o f i n t e r p r e t a t i o n s . T am not a 

l a w y e r , b u t I do t h i n k i t i s a gcod idea t o address 

c o m p e t i t i v e i m p a c t s o f m e r g e r s . 

C We unde r s t and you . s a gcod i d e a t e 

address c o m c e t i t i v e i m p a c t s . New, ry q u e s t i o n t o ycu 

i s , i s i t a g c c d i d e a f c r t xgresc 

d i r .. g t h e Ccmmicslon tc l ook i n a t r - rge r pro., 

t o t h e e f f e c t Ou c c m p e t i t i o n arsicng r a i l c a r r i e r s i n t h e 

a f f e c t e d r e g i o n ? 

, £D : Your Hon^ 

q u e s t i o n has been acked and a ' ' ^ • - - "-- i e c t cn 

t h e r e l e v a n c e t o t h i s p r o c e e d i n g . 

JUEGE HOIKINSi 1 

20 
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THE MITNiSSx As I s a i d , I a.n no t a l a w y e r , 

b u t i f f o r c e d t o i n t e r p r e t t h a t , I wculd i . i t e r p r e t t h a t 

l a n i u a g e t o mean t h a t t h e C c a a i s o i o n s h o u l d address t he 

c o m p e t i t i v e .^.Tcactr o f .he merge r . T h e r e f o r e I would 

t h i n k i t i s a good i d e a . 

Q I t i s a gccd idea? 

A Because i t appears t o m c t r u r t t : . ^ Commission 

t c address the c o m p e t i t i v e impac t s c f the merger . 

Q D i d you t e l . e a r l i e r t h a t you knew what *"-•-

f i f t h and o m i t t e d r e c t i c n c f the s t a t u t e w.ic t h a t i s no t 

covered by ycur f o o t n o t e w i t h t s t a r s * 

A I d i d , y e s . I s a i d , w e l l , T do know 

a p p r o x i m a t e l y what i t i s . I d c r ' t r e c a l l t l-e e x a c t 

l a n g u a g e . 

Q L e t me read ycu t h - -uage. The i^osmiss ion 

s h a l l c o n s i d e r a t l e a s t *he f c l i c w . i . g , "w,:. ' he r t h e 

propose cn would have an adverse 

c C T x e t i t i o n among r a i l c a r r i e r s i n the ted 

r e g i o n . " 

I s t h a t a s u r p r : you? 

A Nc, T d l ' ' expec-

q u e s t i o n , and . cent ^ . 

language does mear 

t h e COB. c t s . 

jj! fir?c-J efvr)r>-'-i-.h'. rCM'',-. "jv r.-y 

,28-9300 
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marked. Your Honor.- as ^'KT-C-QU? It |s a f cur-cage i teir 

beginning or the top Legislative History, PI-06-UU8, 

pcpularly krewn as the Staggers Pet. 

JUCGL HOIKINS: It will be marked for 

identif icaticn as r'<T-C-9U. 

(The document r e f e r r a d t o 

wac marktd -tor 

i d e n t i f i c a t i o n as E x h i b i t 

Number WKT-C-9U.) 

BY ME. KEAPASCH i ( ng) 

Q Have ycu i n you r t ime a t the I n t e r s t a t e 

Commerce Co i fmi s s ion or the Department ef Tr .ans por t a t i on , 

Cr . K l e i r , had r e f e r e n c e t c the l e g i s l a t i v e - i s t o r y of 

t h p - * — • - - ^ o r d e r t c unde r s t and what th>-̂  

Congress aeant wher i t p r c v i d e d t h i s f i f t h f t a t J t o r y 

s u b j e c t f o r t h e CoBmiss ion merger 

p r c ce • 

h : .h a V e c e r t * ' ' s la t i v e 

h i s t o r y o f the Stac,gers Aet a numb- Wh^^ther 

I l o o k e d a t t - ^ ^ : • . T , T ca n ' t r f ea 11 . 

Q But not t i ; ' 

A I ha V'^n' f read t ' • 

Q N c , no , 

on , the me 

20 f 
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Act t h a t your t e s t i m o n y i s d i r e c t e d "day? ""hat i s 

whether the p roposed t r - ^ n s a e t i o n would have an adverse 

e f f e c t en c o m p e t i t i c i airona ' • a i l c a r r i e r s . 

A W : u l d ycu d i r e c t ire t c t h a t here? 

C Oh, w o u l d you l i k e t o see t h e Staggers Ac t 

s e c t i o n ? 

A a o , I j u s t want t c knew what ycu -irt^ r e f e r r i n g 

t o . 

r ,/oc l e e k a t the l a s t page o f the e x h i b i t . 

Page 2U,079 o f t h e C o u g r e s s i o n a l Record o f the House, 

I c c k a t the cenxer p a r a g r a p h , s i r , c?.rt o f *he -.-ay 

down. 

A Ac T p r o p o c ^ , wh' i s a new paragraph? 

C That i s c o r r t c t . 

A This r have read, yes, actually. 

G Oh, you have read this page of 

Ccngre X'•-.cn 11 ^cr-cr,^.-* 

page o: 

, t e . ." E I re' 

want' 

w i t 

essence 

impacts of 

Q N c w , m y -

Y /- !j f t p • * X " h a t ••/ 

d 1 1 0 t h a 1 

-\ r 

f r p e t i t i ve 

20 W .,1.. !11 i-< ,,; '.-.J!-



1 2 , 5 i : I' 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

mong c -1 compe * •. * 

region." 

A A3 I s a l e , I 8B net a lawyer, bu jould 

appear to be dir«Ct»(i at tha*. whether or not 

d l r « c t € c at some add i t i cna l sect ie 

ycu. 

Q r •••"•-"? ycur time f * ' Tnterrta*.- '̂ '-'̂ mp'-r-e 

Cca i i s s ion which i s described m Appendix P to your 

statement, ycu say you gave eccncaic advic'= to the 

Commission. 

A That 's c e r r e c t . 

Q Was your '?concmic advice general n-erned 

- i i i or trucking c: .x-n? 

A Both. 

Q During ycur tlm«= - ''e Ccmmtssi , - , . ne 

- ' " • rger pre-

That i s correc t . 

DU ha -

w 1 

IC 

A 

Q 

A T c Tl * *• 

A 

c 
A 

AIDERSON RFOOPTING COMP 
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because the re are a u l t i p a g e s , and I a» r lawyer , and 

I d c n ' t remember l e g a l language w e l l , but wha* sa id 

was, t h f y were cc —•* about *he lc--s of c o m c » t i t i o n 

t ha t could r e s u l t trom e l i m i n a t i o n c f c c a p c t i t i c n wren 

two c a r r i e r s have p a r a l l e l routes and cease to compete 

w i t h each o t h e r . They are ccnc^rned abcut , amcngst 

other t h i n g s , a loss of such i n t r amcda i c o m c e t i z i o n , 

C During ycur t i n * a t the Ccmmission - - s t r i X e 

t h a t . 

Dc you see on Pages n and 5 ef yocr statement 

ycu are c i t i n g a l e t of c o u r t cases and some ICC 

dec-- ic ' ' - ' " T am s c r r y , ycu ar> i o n s . 

A I be l ieve both ICC decii^icns and ccurt 

d e c i s i c r s . 

Q Ycu c i t e CSX and Sc-' -V' em and 

G u i l f c r d . 

A T h a t ' s r i o h t . 

C New, do ; 

prepa /our test imoay m 

f o l l o w • idance given by the ICC 

- c wh -1 

what f a : - -mportant , ow on. 

20 F 
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20 

can see tha t there i s a pa t t ern to th«-^ * ^ ^ i s *o he 

f o l l o w e d . » 

However, there i s a c o n s i d e r a b l e v a r i a n c e f rcir 

d e c i s i o n to d e c i s i c n , because eac ' .. xon r e f l e c t s the 

i n d i v i d u a l f a c t s of that p a r t i c u l a r c a s e , wbich v a r y 

c o n s i d e r a b l y , and the Ccmmiss ion ' s t h i n k i n g evo lves from 

case to c a s e . 

S c , as a r e s u l t , I b u i l t en what I knew about 

e a r l i e r Commission d e c i s i o n s , and used that as a b a s e . 

C New, in ycur c i t a - which you c ive us at 

Pages u and 5 of ycur d e c i s i o n x net 

F inance DocKet 30,C d e c i s i c n , UP/WF/W^. Do you net 

c c n s i d e r t h a t va luab le guidance * *'̂ e COBB - x ' - n 

A I d e f i n i t e l y do c o n s i d e r that va luab le 

guidance of " c t m i s s l c n . 

C A - ^ ; . , - : 

A 

w , 

. . . . 7 

r 
W 

your t i r e e Ccmm c a v e s er 

, ivc lv ing th 

so on 

74 t remember the date 

AinrSSON REPORTING CO*. 
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0 D i d you p a r t i c i p a t e and x d m c e t o 

the CoTiir iss icn i n *.xat case? 

A No. 

Q Have you -^ver r ead t h a t case? 

A Yes . I n c e e d , I d i d t o k e guidance f r c m t h a t 

cci.«^e. I t h i i . k t h e one area i n p a r t i c u l a r , T f o u n d t h a t 

case p a r t i c u l a r l y u s e f u l . 

jT7'-'-r Hr'"'^''V'Si Can ycu hear him ever t h e r e ? 

ME. L E A f i l j B a r e l y . 

JUDGE HOFK.':NSS Wculd you p lease speak up? 

BY "'^ . KI-AEASCHi us-irg) 

C Do you agree w i t h the Commiss ion ' s s t a t e m e n t 

cn Page U5 c f t h a t d e c i s i c n th f i f t h s e c t i o n o f 

t h e m e r - p - ' ^ec t ion t h a t we have beer •• "̂! v ; - - about was a 

c o d i f i c a t i o n c f th€ i m p c r t a r t r c l e c c B p e t i t i c n has 

t r a d i t i o n a l l y p l a y e d i n t he i s s i c n i o n m a k i n g . 

. ^ , « « „ L . . . .....z... e l r" 

w i t n e s s ? 

TRE WITNESSs I wculd l i k 

box o v e r t h e r e . ••'cu c o u l d g i v e i t t ; 

JUEGE HC ih. LS C , 

f l q _ V"4 R p ; c r . . , 

THE Are you 

ret i t f r o m 

me 

ALDERSON REPORTING COMPANY 

20 F ST N.W 
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BY SR. KEAHASCHi (Fr-suminflf) 

Q L«>t ' s l o c k r i a h t ui . . c... mi-1dle c f *h.-> cage, 

r i g h t cr abcve s t a t u t o r y p o l i c y , the f i r s t tour f a c t o r s 

o f the s t a t u t o r y c r i t e r i a f c r mary y e a r s . The f i f t h was 

added by S e c t i o n 2 2 8 ( a ) ( 2 ) c f the S t a g g e r s Act as a 

c e d i f i c a t i o r c f t h t i m p c r t a r t r c l e c o m p e t i t i c n has 

t r a d i t i o n a l l y p l a y e d i n t h e Commiss ion ' s d e c i s i o n m a k i n g 

r e g a r d i n g S t c t i c n l13t4U t r a r s a c t i c n s . 

A Y e s , t h a t i s b a s i c a l l y a more a r t f u l way c f 

s a y i n g what I was t r y i n g t o say i n d e s c r i b i r g ' 

s e c t i o n e a r l i e r . 

Q . Th.'at i s r i g h t . Sew, d i d you 

the t e a c h i n g ex c s i c n e 

Docket 28,640 d e c i s i o n i n making yocr c e s t i i o n y here? 

A 2P,6aO? Ckay, t h a t i s t h i s o n e . 

C Yes . 

A B r o a d l y T . . . . - na t , y e s . I t r i e d to .̂w 

a l l t h e t e a c h i n a r ' e Ccit 

Q L e t ' s ge t a I 

m i d d l e c f t h e l a s t pa rag r 

i 1 ii<3 c'"- n wh i c h 

Commission quo tes the Pai 

? a Y c thn Co - r c h • 

V r ^ r ; a y c 

C -i t 

o : a 

e f f f 

r a i l t : 

mong :a m' 

ALDERSO; 

i J (• iT ,s(.W . WASHiN.. 

l i M H M H U W M M I ! 
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Other modes, and T have emphasized t-lie wor " ~ong r a i l 

c a r r i e r s . " 

Have you followed t h a t teaching i n ycur 

testimony here? 

A That i s c e r r e c t , a s u b s t a r t i a l p c r t i c n of my 

testimony was d i r e c t e d at the issue of intramodal 

c c m p e t i t i o n , which i s what the f i r s t h a l f of that i s , 

and another s u b s t t r t i a l p o r t i o n cf i t was d i r e c t e d at 

intermodal competition, which i s the stcond h a l f o f 

i t . 

And the bulk cf the remainder w 

geographic co m p e t i t i o n , which i s i n eccnomic terms — 

involves c o m p e t i t i c n amcng r a i l r c a d s and with cther 

modes, so i t encompasses both of them. 

Sc, : would say that the vast majcrity if net 

per: 11 of my testimony - • QS tc . 

issues. 

Q 'tJ^?t •! E the marke* the Commission 

considered i n t n i s rec- ' aukee case wh- • / 

define the market? 

WS. EPFD; Your Hcnc- • 

questioning cn t h i x . Ccunsei x.. ' 

time that he was gcing to be a 

rrohably a ISO-pae-e dcrun-

and : 

M t S ' K O H RIPORTI'J'". r ' iMO«N> ' W 

:.5HINGTON 
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w i t n e s s d e t a i l e d q u e s t i c n s cn t h e Commiss ion ' s a n a y l s i s 

i n t h a t case w i t h o u t h a v i n g i n f c r m e d us as r e q u i r e d 

under the 2'^-hour r u l e . 

H B . KHARASCH* I am c c n t e n t the w i t n e s s says 

he d o e s n ' t know what mar^'et t he Commission cons ide red i n 

t h a t r e c e n t Mi lwaukee c a s e . 

JODGE HOFKINSi Can ycu answer t h e q u e s t i o n ? 

THE WITMESS; I n a s ense . I d o n ' t u n d e r s t a n d 

what yci-i mean . 

BY WR. KFARASCH: (Resuming) 

C The r e l e v a n t ^ r c d u c t m a r k e t . Does t h a t he lp 

ycu? 

A I u n d e r s t a n d the q u e s t i o n , and I unders tand 

t h ? t i n r a i l mergers t n e r e i s n o t a s i n g l e marke t . R a i l 

f i r .T i s dc nor compete i i j s i n g l e n -a rke t s . That was the 

prob lem I was h a v i n g . Fe asked me f o r the c e f i n i t i c n 

o f — 

JUEGE HCIKISSf Have him e x p l a i n . I f you have 

any q u e s t i o n s , ask him f o r - ^ p l a n a t i o n . Jus t d c n ' t 

gc ahead and a n s w e r . I f you d c n ' t knew, j u s t say I 

d o n ' t know. 

3Y SR. KFARASCH; {!• - ; -.ini r g ) 

Q vfou know whether 

Ccmmission s levar . 

.'VLDERSON Bfr'-M-'-, '-CMF 

2C - WASH. .i 9300 
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1 3 , 5 1? 

A I c o u l d n ' t be c e r t a i n . T d o n ' t renember any 

language i n t h e r e r e l a t i n g to the use e f t r c c k 

t r a n s p o r t a t i o n . 

C I r d i s c u s s i n g t he r e l e v a n t p r o d u c t marke t i n 

t he UP/?P c a s e , do ycu knew whether t h e Comir iss ion 

de te rmined t h a t the r e l e v a n t p r o d u c t marke t i s r a i l 

f r e i g h t t r a n s p o r t a t i o n ? 

A I do know t h a t i s the c a s e , y e s . 

Q And dc ycu knew t h a t - ' he V^. /^^ case t h e r e 

was s o r t of an economic appendix i n which the Commission 

d i scussed why i t was c o n s i d e r i n g r a i l f r e i g h t 

t r a n s p c r t a t ion? 

A I am f a m i l i a r w i t h t h a t a p p e n d i x . 

C D i d you c o n t r i b u t e t o t i a t append ix? 

A No, I d i d n o t . 

Q Do you agree w i t h t h i s s t a t e m e n t ? 

!<S. REED i Excuse me, c c u r s e l . Ccold yoo 

p i e ' .-̂  I n f o c T -zf^zs a 5- t c thp rag- pa rag raph 

sc t h a t he can read i t i n c c n t e x t i ; 

BY MR. KHARASCH; (Pe.cuming) 

Q Here i s a copy c f e x t r a c copy o f 

WKT-C 

MS. REED; Vi ige a; 

MP. KHARASCH: Pag^ 

page o f t i i d t t .Xi ix : . j .x . 

o ? 

2 i „ 

•MDERSON 

WASH 

mmmmMMMmms-
'^wvimmiF'W'^^^f: 

3-9300 
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D e f i n t i c n . 

BY MR. KfARASCH: (Re?cmirg) 

Q Dc you see the Commission's stettment l e t ' s 

s t a r t with the f i r s t sentence, "The f i r s t step i n 

analyzing any cons c l i d a t i c n i s to define th<= l a r k e t s 

that the merger i s l i k e l y tc e f f e c t . " Do ycu agree w i t h 

that? 

A A sentence l i k e t h a t has also a l e t cf 

i n t e r p r e t a t i o n s because of the word " f i r s t step." 

C e r t a i n l y d e f i n i n g markets i s an e s s e n t i a l cart of any 

such a n a l y s i s . 

Q J-et's t u r n down toward the bottom of Page 503 , 

under the heading I r o d u c . The Commission says 

"A relevant product market requi. arcuping together 

uf products that ar̂ -' reasonably i n t e rcha ng.:2able." 

Do you agree e: <gree? 

A That i s c o r r e c t . In the h i s t o r y cf t h i s th<^re 

i s a bodv of l i t e r a t u r e which i s extremely sub a I 

which gets irtc tht gc ably 

interchangeable because of the fact that th.. , ,, .. 

a brig, .')e arcura th>- mc. 

Ther 

* • n i --^ r 

i n 

q u i ' ce ca t o 

ALDERSON REPORTING COMPANY INC. 

20 ST N.W., WASHINGTON -

l i j U l l l l f l l P l f l i l 11 
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1 3 , 5 2 1 

^ - h w i t v i n *^c market cr not i n the 
inc lude a c e r t a i n a c t i v i t y i n -. 

marke t . 
Q tu rn the pa ,e , P l . a . e . sc t r a t -e are 

e m i s s i o n - s expressed - i s d o . . The f i r s t sentence on 

. „ e . 0 . , t>.e f i r s : ne. P . r a , r a . h says "Th., p r C . c t s c l . 

i s t h . t r a - s t o r t a t l c n c f f r e l . , h t . - Dc r o t 
by r a i l r o a d s i s tne ti.a 

agree wi th tha t or not? 
J. <--n+'O'-re tc describe a A That i s a shor t s^nte.ce 

A n^nduct ona of the more complicated complicated p roduc t , on-

.nHn-Trv -^el lP , hMt g e n e r a l l y , products t h a t any induot ry - e i x 

speaking, y€S. 
, l e f s ,o . o . „ t o the paragraph Just above 

^= where t h " Commission says 
gecgrapbic i r a rke t . Co ycu 

• n n a l l , , e v a l a a t l c n r a i l f r e . . . h t t r a n s p o r t a t i o n a . a 

. . P a r a t . product . a rKe t I s cons i s t en t . U h the .annate 
- rrcco^cd t r a n s a c t i c n w i l l ^^'''^ 

to consider 'whether th ^ E tcpcea 

an adverse - . f f e c t en compe t i t i on among r a i . -' 

the a f f ^ ' c t e d r e g i e r . ' " 

D c y c u s e e t h a t -

Y . 
new whet-

...mmi-.- ^ . .^aluated r^ 

a separ at r. p i 

A 

Q 

merge r 
n t 

ii 
ALDERSON REPORT" 

WASHING^ 
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the Commissicn has c o n s i d e r a b l e pcwer te i n t e r p r e t th , 

p h r a s e , and i n those twe cases they chcse t e i n t e r p r e t 

i t i n the way somewhat l i k e you have d e s c r i b e d . 

C I have a v e r y s p e c i f i c q u e s t i o n f e r y o u . T e l l 

us i f ycu know whether i n the UP case the t r e a t m e n t 

e v a l u a t e d r a i l f r e i g h t t r a n s p o r t a t i c n as a s epa ra t e 

p r o d u c t m a r k e t . 

MS. REED; Your Honor , I eb j e c * . Thn* - • 

asked ard a n s w e r e d . 

JUDGE HOFKINSi He, i t w a s n ' t . Ge ahead , 

answer the q u e s t i o r . 

THE WITNESS; T t h he p o i n t here i s - -

JUDGE HOIKINS; I ^ r y . I knew you are 

o b j e c t i n g t e these q u e s t i c n s , t x i am ge inc t o g i v e a 

l o t o f leeway on c r o s s examin ing cn a l l s i d = s c f t h i s 

w i t n e s s . I t h i n k i t i s n e c e s s a r y . A l l r i a h t , go 

ahead. 

THE WITNESS* I h 

what i t was . Ccu lc you g i v . 

V . " R . K F A P A '•̂  n-!; 

C 

whether i n the 'JP/MP me rg 

r .! , . . .-h * * r a n - r I 

answer and T f o r g e t 

q u e s t i o r •̂ i ? 

T j r g ) 

kno w 

25 I t h i n k the p c i n t I r o a l s 

ALDERSON REF 

20 F 
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1 3 , 5 2 3 

compete i n a v a r i e t y o f W' t h a t ccmpe t ing w i t h 

each o t h e r , i n t r a m o d a l c o m p e t i ' . i c n i s indeed an 

i m p o r t a n t way t h a t they dc compete . I t i s 2 p p r o p r i ^ * o 

t o l o o k a t t h a t as the f o m m i s s i t n has i n th€ p a s t . 

However - -

0 S i r , c n n ' t yec answer ry cue--- • i n s t e a d o f 

t e l l i n g me some th ing I am n ' : t c s k i n g ? 

JUDGE HOPKINS; E i n i r h the answer t h a t yec 

g i v i n g and t hen t r y to anxwc^r the s p e c i f i c q u e s t i o n t h a t 

was asked by K r . K h a r a s c n . 

THt: WITMFSSJ I I air l a y i n g a f c u n d J t i o n ~ -

JUDGE HCJKINSt Gc a h - a d . 

THE WTTNFSS; Whnt I iin sa -' • • - ' 

r a i l r o a d s compete in a l o t c f m a r k e t s , and cne o f them 

-is i n t r a m o d a l ccmm pe t i t i o n , and i * i c w i d e l y known t h a t 

they a i !r^ete w i t h t r u c k s . I * guable any 

more i l r o a d s do i r r a c t ccmpcte 

v i * h t r u c k s . 

• - i s, w h 1 c h X X c» 

ar at t h i c p o i n t . 

Ccmmi 

23 But w Xe "o ' 

T p l e IT 
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higher wc:.gxt l i m i t s on the highways, and cc f c r t h and 

so on , ^ think t h a t i s a quest ion that needs to be 

eva luated i n t h i s merger and I have e v a l u a t e d in t h i s 

• e r x e r . 

And I have come up with an answer that I am 

quite comfortable w i t h , and I b e l i e v e the Ccmmj-ssicn 

should draw the l i r e t h i s time on the other s ide of 

t r u c k s . 

KR. KHARASCH; Ycur Hcncr , I mcve to s t r i k e 

that answer cn the ground that - -

JUDGE H C I K I S S J Ne, I l i k e I want to 

hear the whole answer. 

PY - '^FARASCKi (Pesuming) 

Q Now may I have ar answer to my c on? 

JUDGE HOFKINSi Y C L an a n s w e r . He sa id 

y e s . D i d n ' t you s • / y- -

THE HITMfSSi xd y e s . 

B \ HR. KI-ARASCH; fResuming) 

Q , "omm i s r 

t r a n s p o r t a t i c n as a sep 

ca 

A I s a i d V. 

dc . 

0 Okay, no%, l e t ' 

xn the UP 

wauk ee 

iWDtMwvmmmiUMWSMS-
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a separa te j r c d u c t mark • the Mi lwaukee ease? 

A Same answer . 

Q Y . ' S , t h e y d i d ? 

A Y e s , w i t h a l l o f the c thex p r e f a c e . 

Q Has t h e r a i l - t r u c k c o m p e t i t i o n s i t u a t i s n 

changed n o t a b l y s i r c e Septenber 2 6 t b , 1984? 

A I d o n ' t t h i n k t h a t i s the r i g h t da te t o 

choose . 

Q Tha t i s *he da te I am c h o c s l n g I n my 

q u e s t i o n . 

JUDGE HCIKINS; Why .̂ ou answer *he 

q u e s t i o n t h e way he has g i v e -
THE WITNESS; Okay . I can dc t he same as l a s t 

t i m e , r i g h t ? 

JUD'^" HOFKTH"^i Net a e x t e n c i v e l y . 

THE yiTNfcSSi No, I w i i ^ do i t as qu: '• - I 

c a n . Give ire t he date a g a i n . 

^ "P. KfAPASfH* ( P e s u s i n q ) 

C September 26 , 198U. 

A I wculd *hat the 

.hanges i n *h^ - c * c r r . \ r r i - r ^c* ' n ' 

w e i g h t s are c c n t i n v . i n g tc 

t h a t i s nc ry long p e r i t 

c e n . 

- r t c f the 

•z. z t t 

m 
'.300 
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change has t aken p l a c e . So the a n s l l i r i s , T c a n ' t say 

how much i t has changed s i n c e t h e n , b u t i t i s c n l y a 

p a r t o f a p e r i o d over w h i c h i t has changed . 

Can I say why I d i d n ' t t h i n k t h a t was t h e 

r i g h t date? 

JUEGE HOPKINSi Gc ahead . 

THE WITNESS* I assume t h a t i s the d a t e the 

d e c i s i c n was se rvec or s o R C t h i n c . And merger 

p roceed .ngs t ake an ex tended P^ - c f t i m e . T h i s 

d e c i s i o n i s no t g o i n g t c be s e rved t o d a y , se I d o n ' t 

t h i n k I t i s a f a i r compar i s cn t c make of .^e p e r i o d 

between which t h e changes have o c c u r r p d . 

B B . KHARASCH; Tour H c n c r , i f «e are g o i n g t e 

have a d i s cus . ^ ion w i t h the w i t n e s s as t e whether i t i s a 

f a i r p e r i o d — 

JUDGE HOFKINSi I agree w i t h - r . Kha ra sch . We 

c a n ' t ge t o e f a r , l e c t o r . Try t c l a m i t ycur . 

yec c a n , and d o n ' t nave an d ; ; g u « e n t back - o r t h -with 

t-o e t ime w i t h i n 

Mr . Kharasc 

• V,-, - , ^ y . yea r c- r.c. Go ahead. 

g -J I' n h A S i ( p ,. • ' -̂ ' " c '5 
Q r Ccm" 

i l w a u k ec-
^ r ^ 1 n T 

, OERSON REPORTING ^.,.V,.^A!. -

. . i i . . t i - , : - r r i n r Z Z Z O ^ : i C 



13 ,5 27 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

C And d i d they approve the S i o t x a c c u i s i t i c n , i f 

you knew, because the S i o u x ' s p r o p o s a l 'Jas l e s s 

a n t i c o m p e t i t i v e than the Chicago N o r t h Western p r o p o s a l , 

i f you know? 

A T h a t was an a s p e c t o f i t c e r t a i n l y , a v e r y 

i m p o r t a n t a s p e c t c f i t . 

C And s i n c e tne s p r i n g o f t h i s year when t h e 

Ccmmission i s s u e d i t s seccnd d e c i s i c n i n t h -aukee 

case , i s t h e r e any change i n t r u c k i n g c o m p e t i t i v e n e s s ? 

A As I s a i d , i t i s a c o n t i n u i n g p r o c e s s . I a m 

aware e f t h e f a c t t h a t a l a r g e number c f t r u c k e r s are 

b u y i n g l a r g t r r t r a i l e r s , f c r e x a i r p l e , and i m i l e m e n t i n g 

t h e t w i n t r a i l e r o p e r a t i o n , so i t i s a p r o g r e s s i v e 

p r o g r e s s . As t i m e e v o l v e s , and as t ime e v o l v e s o v e r the 

n e x t y e a r , t he t r u c k e r s w i l l c o n t i n u e t o ge* mere 

c o m p e t i t i v e . 

Z Wculd I ga ther f r o m ycur e a r l i e r s t a t emen t s 

t h a t ' h f r eason ycu d i d no t f o l l o w the Cora !T< i s s ion * s 

method m t h e UP case o r i n the Milwaukee case was t h a t 

you t h i n k f a c t s have changed s i n c e the Commission was 

c c n s i d e r i n g the f a c t s i n these c a c e - ' 

MS. REED; Your Hcnor , 1 ci-jes., 

c h a r a c t e r i z a t i o n t r e w i t . 

Inpc i n those c.-

JUtGt HUFKINSi 1 a g r e e . 

20 

• iDERSON REPORTINC 

-V . WASHINGTON, D 
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him whether he d i d f o l l c w i t . *.'cw, I know your 

q u e s t i o n s a r e g i v e r i n a c e r t a i n way, bu t the 

c h a r a c t e r i z a t i o n migh t no t be c c t r e c t . 

MS. REEDi S e c o n d l y , Ycur Honor , I would 

q u e s t i o n c o u n s e l ' s c h a r a c t e r i z a t i o n t h a t t he Commiss icn 

d i d n o t c o n s i d e r t r u c k i n g i n t h e Milwaukee case . I f I 

r e c a l l c o r r e c t l y , they c o n s i d e r e d i t i n i c e k i n g a t g r a i r 

t r a n s p o r t a t i o n . 

JUDGE HOPKINS: New, ycu are t e s t i f y i n g l i k e 

everybody e l s e has i r t h i s c a s e . 

HS. REED; Tht . t i s r i g h t . Your H c n o r . 

JCCGE HOPKINS; Gc ahead , Mr. Kharasch . 

BY MR. KPARASCH; (Resuming) 

Q I n your i n v e s t i g a t i o n s i n t h i s c a s e , d i d you 

f e l l o w the procedure i n d e t e r m i n i n g t h e r e l e v a n t p r c d u c t 

marke t t h a t the Commission i n d i c a t e d i n the UP case 

which we were e x a m i n i n g i t would do i n d e f i n i n g t h e 

m a t ? 

A Yes, I b e l i e v e t h a t I d i d . 

Q L e t ' s t u r n t o t h e p r e p a r a t i o n c f your 

s t a t e m e n t , s i r . Your s t a t e m e n t has been c o r r e c -

e x t r e m e l y e x t e n s i v e se t c f • • ^ r c u . d t t ' . once and 

then by a seccnd ? then r e r r a t a t c 

the e r r a t a . Why were t -.̂ o many 

A • I d j , , ^ . 

l!\;p<.'-^^l o to rRT iNG eOMPA'-J-' " ^ ^ 

• C 200.- Z8-9300 
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the correct ions resulted frcm the fac;t that the day 

a f ter I submitted the v e r i f i e d statement, I received a 

c a l l frcm Bcb Hassek of the ICC saying that a new tape 

was in the mai l , that - - t h i s , by the way, i s the tape 

which re lates to tbe revenue to variable cost 

a n a l y s i s . 

This i s a tape fro-s Ex Parte 399. And he t c l d 

me tha t the new tape d i f f e r e d f rcm the o ld tape i n t h a t 

a s u b s t a n t i a l nunber of TCFC way b i l l s had been l e f t o f f 

the e a r l i e r tape i radve r t en t l y ty t!-e ICC, so at t ha t 

t ime I decided i t was necessary to rerun a l l of the 

ana ly s i s t h a t r e l i e d on t ha t t ape . That meant 

r e s u b m i t t i n g perhaps i t was :C pages cf j r l - ' ^ o u t c in 

t ab les and so f o r t h , and making a number o f changes i n 

the t e x t . That i s the bulk cf i t , I wculd say probably 

the bulk of the remainder was a c t u a l l y an e r r o r on my 

p a r t , a f a i l u . i of communicatic e l f and the 

computer programmer tha t cne of these screens was 

app l i ed i n the wrong o r d e r . '"^' ^.--cuencina of screens 

makes a d i f f e r e n c e i n the r e s u l t s . 

In this case it made a very small diffarence 

in the results. because the ^ f <^'-^ zrf> v - r. , 

i t was not an eas. q to ca tc i ; . Ana i oaiy caugiit 

a f t e r the process ef r e t r a c i n g each 

throughcut the a n a l y r l - . 

ALDERSON REPORT: 

20 F ST , N.W , WASHINGTON, 0 C 200 
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. h ^ b u l k o f t h e r e m a i n d e r . T -night 
Tha t was t h e ru i."^ 

. . „ u , h o u t the t e x t , t h a t these changes i n the c o . P U t e r 

- . k i n a v a r i o u s changes i n t he body 
a n a l y s i s d i d r e q u i r e making v a r i c 

c f the t e x t . 
„ j , •• f-he Deoar tment o f Q Now, you a r r i v e d a t t he uep 

, „ ^ i Q f i t . D r . Klem? T r a n s p c r t a t i o n i n l e cember , 198«^, 

, I was e i rp lcyed the re once 
A The second t i m e . i 

b e f o r e , bu t t he second * ^ ^ P . Y e s . 

Q What da te? 

\ Decern! "T 9 t h . 

^ ^ a t P i v b e g i n w o r k i n o on * h i s Q D i d you i m m e d i a t e l y ue-^xu 

p t c j e c t , t h i s e a s e l 

A T h a t ' s c e r r e c t . 

C And , c u r t e s t l ^ c n v vas f i l e d the :-.st o f 

March , 1985. 
^^r-r I t rz no t q u i t e corr=?ot to 

R T h a t ' s c e r r e c t . i t 

s u b t r a c t these twe numb.^- .nd get . 

.c;t -discussed t n i s p o s i t i o n w i t h 
t h o u g h , because r s t ^ i s c u 

Chris Pconey. -ho hired me in September, an'- ' 

to be • -^^^^ 
A mv -wr- t i m e , 1 d 

s o , d u r i n g t h a t p e r i o d , on mv 
beccme more 

^ * i on t ha 

faE 

g ^ e employe'.i ^-

20 
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commission i . . September , Cc*eber , H e v e « b e r ef 198U? 

A T h a t ' s c e r r e c t . I was no t w o r k i n g en t h i s 

.̂ T 1.-̂ .7 r - -' - bv t h e I n t e r s t a t e case , o f c o u r s e , bu t I was ay 

Ccmmerce C o m m i s s i c r . 

Q D u r i n g t h a t t i m e you were w o r k i n g on t he 

^4... . c . » o - ' • - * i - -^'w the e x h i b i t i n p r e p a r a t i o n o f y o u r s ta tame 

t h i s case? 

A As I p r e v i o u s l y s a i d , cn iry own t i m e I read 

seme o f the r e c o r d . 

Q 

A 

Q 

i 

Q 

What d i d you read o f the r e c o r d ? 

The i n i t i a l s ta temen some c f the pa 

Which? 

I c a n ' t r e c a l l a l l t h a t I d i d r e a d . 

I n t he e x h i b i t c a l l e d MKT-C-88, I a 

memorandum w i t h b l a c k e d o u t p i e c e s c f p a p e r , aud t h a t i : 

dated February 5 , 198- . And i * sa'. ' a n a l y t i c a l 

e f f o r t s are s t i l l t nde r way. . n t i c i . i r c u l a t i n o 

a memo to p r i n c i p a l s by February B, r e c o a m o M I - T a 

p c s i t i c n . " 

F i r s t QU^s t io ; . . ;OU r e c e i v e a 

t h i s memo? 

Shew t h ' 

THE WITNESS: M̂  

f a m i l i a r , ' ' - o u l d i^-^e to h 

are r e t 

ALDERSON 

20 r 

n n 3 i, 
U U J r 
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SR. KHARASCHi Y e s . 

THF WITMSS; Yes , t h i s i s a r e g u l a r l y 

scheduled r e g u l a t o r y f i l i n g s c o o r d i n a t i o n . I p r o b a b l y 

d i d r e c e i v e t h i s o r e . I d c r ' t knew. 

BY MR. KFARASCH; (Resuming) 

C D i d ycu see o r dc ycu know whether a memc was 

c i r c u l a t e d t o p r i n c i p a l s by Feb rua ry 8 t h recommending a 

ECT p o s i t i o n ? 

A T h a t d i d n o t c c c u r . 

Q T h a t d i d no t o c c u r . "ho are Reed, T a r l e t o n , 

Keda r , Eachner , G e l s t c n , and Y a r v i c h ? 

A DCT s t a f f . .s c o u n s e l . 

Q D i s t i n g u i s h e d c o u n s e l . 

A O t h e r s are economis t s and o t h e r a n a l y s t s cn 

DOT s t a f f . 

C The n e x t memo i s da ted Februa ry 2 6 t h , 1985, 

and t h a t says a s t a f f r e c c m r e n d a t i ;n o f the DOT t i c n 

i n h i : - p r o c e e d i n g w i l l be r ^ Z'-z''. ^ - cd t h i s veek. We are 

i n p rocess c f p r e p a r i n g ou r v e r i f i e d s ' • eh 

w i l l p r e s e n t t h e d e p a r t m e n t ' s 

M c c l d yer tak*.- a I cok at t h a t cne? . . u 

r e c e i v e a ccpy c i tha t? 

A Presumabl ' ' 1- I d o n ' t reca 

t h e r • IZJI -' 

25 
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Are you en t h e r e g c l a r d i s t r i b u t i c n s t f o r 

t h a t s t u f f ? 

A Y e s . 

Q Now, i s i t t r u e — d i d i t happen t h a t a s t a f f 

recommendat ion o f the DCT p o s i t i o n i n t h i s p roceed ing 

was c i r c u l a t e d t h i s ^eeV o f Feb rua ry 28th? 

A I d o n ' t b e l i e v e t h a t i t d i d . 

Q L e t ' s t u r n o v e r t c a iremcrandum which i s t h e 

t h i r d page c f MKT-C-88, and the b l a c k s t u f f i s s p r e a d i n g 

cn us h e r e , bu t i t i s headed Proposed P o s i t i o n of DCT 

and SFSP M e r g e r , a rd t h a t i s da i r c h 1U, 1985. 

Do you Sf.- t h a t ? 

A Y e s , I d c . 

Q New, t h a t memc s a y s , " A t t a c h e d i s a rough 

d r a f t o f t h e propocpd v e r i f i e d c t a t e m e n t of R i c h a r d 

} ( l em." Cid ycu r e c e i v e a ccpy i t Teme? 

A I d o n ' t b e l i e v e t h a t I d i d . 

Q Had yci> cn March l u t h t re r -a red a "rough 

c f your t e s t i m o n y ? 

A T c a n ' t remember the da* 

b e l i e ve '-^o. Somewhere 

Q I t was pr '^ ' t ty < , was - '* 

i t ? 

I c a n ' t remem exac t 

1̂  

25 
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MS. REED: w i l l s t i p u l a t e t b a t i t was q u i t e 

pushed. 

JUDGE HfCKINS: I r c l u d l n g counsel? 

MS. REtDi Y'^s, Ycur Hcnor, i t war. 

BT fiR. KFARASCH; (Resuming) 

0 Had you prepared a rough d r a f t about seven 

days before submitting your testimony? 

HS. REED; Your Hcnor, I o b j e c t , because i t 

says that a rough c r a f t was c i r c u l a t e d . Th^t does not 

mean that e a r l i e r rough d r a f t s --

MP. KHAFASCH; I am asking witness a 

question. 

JUDGE HQIKIN': ' ; T d c n ' t see any " m . 

THE WITNESS; I have t o a sk . There was a 

rough d r a f t tha* had been done c r i e r t c the m t h . 

3 Y MR. KHARASCH ' 

0 Le t m- - a memcrandum t h a t 

apr : rG t c be date icgue? 

S e c r e t a r y . have ycu seen a copy e i t h d t uccument? 

A I have seen a s i m i 

eut p i ' ' whi '-h cc: 

b t i 1 e V t- fc s fc. 

Q D r a f t s o f • 

A Tha t* 

Q A n ' ' •; d yc-. 

t w i t h 

was da 

/.tZr-E'i-'i., CHinpTi.:- ("CMP'-iV liir 

mnunMEv?' 
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1 3 , 

dated tbe 18th? 'd ' 

A I d o n ' t r e c a l l . 

C L '^ t me show ycu a memc ' i h i c h has -cw -'chS-vf-d 

the d i s t i n c t i o n c f h a v i n g nc c c r t e n t s at a l l t h a t i s 

I s g i b l e , d a t e d Tuesday , Hi»rch 1 9 t h . Do you see t h a t 

cne? 

A R i g h t . That p i ece o f paper c r one s i m i l a r t c 

i t I have s e e n , b u t based on wnat I can see on t h e r e , 

which i s c n l y r e a l l y t h e ro and f r o T and s u b j e c t , I am 

c e r t a i n I have no t seen t h a t memo. 

C Were t h e r e changes made m your t e s t i m o n y 

betweea the l U t h c t " - ^ - ' h and the 21s t of " rch? 

MS. REED I C o u l d c o u n s e l c l a r l t i t s what he 

means by changes? 

MR. KHARASCHi Let us hav. * v-< w i t - e s s a 

changes . 

JUDGE HOPKINS; I am gcing t r a l 

yc 1. ^ J h e -id . • . , *̂  

answer ing a q u e s t i o n l i k e t h a t . 

TFE WI-^KF'lSi There 

• e k i m cut e r r ers and "c -'c t h , not en * i r** 1 y 

s u f 

V A S C H I (P - u P ^ n g ) 

Ycu ,i c t , 1 

M OERSON • 

I 
i 

i 
1 

i 

1 
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l e l i e v e , a draft of the memcrandum datec • ''Sth cf 

March. That s p e c i f i c memc you caw? 

A That i s correc t . I saw a dr?.** which I 

reviewed for correctness cf the sumirary of ity 

statement. In other words, the bulk of that memo as I 

r eco l l ec t i s a sumiary cf my statement, and I reviewed 

i t to v e r i f y that i t was c o r r e c t . 

Q New, other than changes which are changes of 

grammar or changinc — wait , l e t ae ask ycu a 

preliminary question. 

Seme of the ceiputer pr intorts which are in 

your wcrk papers which .̂re apparently backups for 

materials that appear as tables in your statement are 

dated March 18th. That i s three days befcre the 2 I s t . 

I s that correct? 

A I dcn't r e c a l l . 

Q Were you r e c e i v i n g at l a t e as March 

comruter p r i n t o u t c which became the b-a -

ycu f i l e d the 2 1st ; 

A I received a stream of computer p r i n t o u t s . 

V i r t u a l l y every day I get at lea s t a few. 

tc say exactly on any p a r t i c u l a r date s,. ' ^ ̂  

C We w i l l heave up some f c r you to look ^ t . 

MfC'-' - a tch cf ccpi • 

i. undo t h i s p i l e , c . « .L 

ALDERSON 

20 F ST . N W WASH 
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i s a hand.some ccmptter p r i n t o u t , i t says tha t i t was 

6 :31i51 Yonday, March 15 th . 

Would yoc t e l l us what these papers found i n 

your work papers are? 

A These are — w e l l , l e t me look at l i t t l e more. 

I t appears there i s »or€ than ore he re . Ckay. This i s 

the p r epa ra t i on o f the a c t u a l copies t h a t were sent out 

i n the c o n f i d e n t i a l appendix. 

I n o ther words, t h i s i s the same ana ly s i s t h a t 

had been done p r e v i o u s l y . The cnly changes were tc 

format to make i t irore v i s u a l l y c lea r what vas going 

on . 

Fcr example, f low number was moved t o a 

d i s t i n c t place where you could see i t e a s i l y , and the 

EEA numher was inc luded to make i t easy to f i n d on a 

map. -^hat was pure ly =i chang the g r a p h i c s . I t was 
not a subs tan t ive change. 

Q . . . V, - , ,, - , - - >̂  " , • t h o s e • . s o r t 

cf th ing? 

A That - r e c t . 

u ' t - b^ect cf t h i s memc 

Q£ Ĵ- ea t ing t h a t ycu p a r t i c i p a t e d i n . 

Wha* e l ''"̂  

• epart 

ALDERSON REPORTiNG C U - . 

W ..VASHINGTON. D.C 200C 
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= Your Honor , I a« . g o i n g t o o b j e c t tc 

t h i s , u e s t l c n on .ccunds t n . t c o u n s e l »hen we ha i 

c u r a r g a . . n t l a s t week r e o a t d i n s the d e p a t t . e n f s 

i n t e r n a l d o c u . e n t s , , o u I n d i c a t e d t h a t i t wcu ld be 

r e s t r i c t e d to o n l , whe ther i n s t r u c t i o n s w e r . , l v e n . He 

has . I r e a d T t e s t i f i e d t h a t i t c o n t a i n e d o n l , a s „ . . . r , 

Cf h i s v e r i f i e d s t a t e m e n t . 

JUDGE HOfKINSc Why are we g e t t i n g t o t h e 

* , i v 4 n r about t h s c t h e r d a y , Mr. q u e s t i e r we were t a l k i n g arcuT: 

Kharasch? 

. . . KHARASCH; Tha t i c e x a c t l y what I am. Your 

Honor. Cid t h i s memorandum t h a t he was w o r k i n g on 

c o n t a i n recommendat ions as *o *he p o s i t i o n the 

ciepartm^nt s h c u l d ^ - K . ^ -rhe q u e s t i o n i s , was h i s 

t e s t i m o n y a f f e c t e d by t h o s ^ recommendat ions? 

JUDGE HOIKINS; I - t H a l l o w *he o u e s t i o n . Gc 

ahead 

THE WITNESS; I acr h a v i n g a 

you mean ^ ommenda t i c he way 
m t e r p : 

I i n t e r p r e t i t , I wculd say n o . 

3Y MR. KEARASCH; (P 

I ^ , .ex w r i t e s t o t h . 

.:,,s t u . s memo c o n t a i n c our recommendat ion 

p r e l i m i n a r y p o s i t i t 

L V - i 

ALDERSON REPOPTING C C M P A N Y 
-...... -T - r i ' 628 -9300 
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A You must have i n t e r p r e t e d i t - d i f f e r e n t l y , 

tecause the re was i n f o r m a t i o n i n there d e s c r i b i n g my 

statement — 

Q That we understand. 

A as being a p c s i t i o n . Then there i s 

recommendation on the p c s i t i o n . 

C What e l se i s i n t h e r e ' 

A The on ly o ther t h i n g I can r e c a l l i s 

background i n f o r m a t i o n , p o s i t i o n s c f the p a r t i e s , t ha t 

s c r t of t h i n g . 

Q You say that t h i s statement cons i s ted o f your 

- - a summary of yocr s t a t - - - - -* . 

A Yes. 

0 And some d e s c r i p t i o n cf what i s gcing on in 

the case, and no th ing else? 

A That i ? a l l I can remember. 

Q I n prepar ing your s ta tement , s i r , were yeu 

awar^ cf the p o s i t i o n -<r" r *-nen t h, .iKcn in the 

UP/MP case? 

A Yes, I c e r t a i n l y was. 

Q Were yov. aware the Comm i .ss i cn * s repeated 

statements m i t s serger hat i t i 

two k inds o f e f f e c t s , par.. f f e c t s and ve.r 

f 

These ar t w c 

ALDERSON »f' 
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u p . T t h i n k t h a t the c e i . t r a l t h r u s t o « t h e r e c e n t 

a n a l y s i s i s cn whether er n e t t h e r e i s an i i ' P a c t on 

c c m p e t i t i o n , whether o r n o t the h o r i z o n t a l r e l a t i o n , 

and t h e v e r t i c a l r e l a t i o n s h i p s - -

ME. KHARASCH; Yocr Hcncr — 

MS. REED; Your Honor — 

JUDGE HOFKINSi He i s n o t a r g u i n g l o w , M r . 

Kharasch . He i s t r y i n g t c e x p l a i n . I t h i n k he i s 

p e r f e c t l y c o r r e c t . 

MR, KHARASCH; Why c a n ' t he answer the 

q u e s t i o n ? I have no o b j e c t i o n t c an e x p l a n a t i o n . 

JUDGE HOJKIV'-. "^--st t h i n g t o do i s answer 

t h e q u e s t i o n f i r s t , and t h e n i f you want t o e x p l a i n , dc 

i t . He w i l l ge t the answer , y e s , n c , o r w h a t e v e r . 

THE WITNESS; I t h o u g h t I d i d answer t h e 

quest i o n . 

OY wp. KPAPASCHi (Resuming) 

Q Yes , ycu were aware o f the p c s i t i c n In * he 

depar tment i n p r e v i o u s cases? 

A Y e s . 

I n the UE - " 

Y e s . 
ti^.A -u were aware of the Cos 

d S O l t t ; 

c t h p ^ 

ALDERSON fiEPORTINC. tOM.- , ,? . ; 

,,. w.A-.M -'-'CrC'J ZC lOZCZ. ;202j 628-9300 
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A And I said - - T may have not yet said f l a t 

o u t , but I said soirething l i k e , yes, the Commission does 

Icok a t h o r i z o n t a l and v e r t i c a l e f f e c t s i n i t s ana ly s i s 

o f the e f f e c t s on comp*-'tition. In other words, i t i s 

concerned about ways i n which h e r i z e n t a l and v e r t i c a l 

r e l a t i o n s h i p s a f f e c t c o s p e t i t i o r i n markets . 

Q And you are aware of t h a t language o f the 

Commission i n i t s recent cases. 

A What language are you r e f e r r i n g to? 

Q That i t is impor tant tc lock at bcth p a r a l l e l 

e f f e c t s and v e r t i c a l e f f e c t s , upsteam and downstream. 

A I am aware of the f a c t tha t p a r a l l e l and 

v e r t i c a l r e l a t i o n s h i p s are cons idered . 

Q Dc the words " f r i e n d l y connec t ion" and " loss f 

f r i e n d l y connec t ion" appear i n Ccmm . i. . . .. : ' tements? 

A They do . 

Q Do the words " f r i e n d l y connect! c " appear 

anywhre, or "loss cf f r i e n d l y c c r n e c t i e n " a r c e T 

anywhere in your statement? 

A I t does no t . They dc n e t . 

C When the Coura i svi cn i •• t a l k i r g about f r i e n d l y 

connect ion and loss ot f r i e n l i y conine "le 

Ccmmission t a l k i n g about upstream and down 

v e r t i c a l e f f e c t of the merger? 

.* A connection i s a v e t t i c ; 

2C 

HDERSON REPORTING COMPAN" 

-V , WASHINGTON, D C. 20001 .d-9300 
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Q New, l e t ' s g e t back t c tne, Q u e s t i o n of what 

changes were made i n y o u r March 1U d r a f t . l e t ' s s t a r t 

by a s k i n g whe the r the March IU d r a f t was pr-^pared by ycu 

a l o n e . Was i t ? 

A I r e c e i v e d r e s e a r c h a s s i s t a n c e f r c n my s t a f f . 

Cther than t h a t , i t was dene by me a l o n e . 

MS. REED s C o u l d you plea.ce l e t t he w i t n e s s 

f i n i s h the answer , c o u n s e l , b e f c r e you i n t e r r u p t him? 

HY MR. KPARASCH; (Resuming) 

Q Other t h a n re^^earch a s s i t a n c e f r o m s t ^ f , i i d 

ycu r e c e i v e p o l i c y d i s c u s s i o n vie '^s? 

A "ic. 

Q What happens at a monthly regulatcry ''Ming 

dteeti ng't 

A I have o n l y been t c one o f t h o s e . And i t 

c o n t a i n e d an e x c e e d i n g l y b r i e f d i s c u s s i o n o f da tes and 

EC f o r t h . 

Z Who i n f o r m e d ycu .. - vour 

p r e p a r a t i o u f e r t h r s case what t h t fccsition c i the 

CeparlHK^nt c f T r a n s p o r t a t i o n had be pr»^vious r a i l 

merger cases? 

A I was a l r e a d y a w a r e . 

Q D i d you d i s c u s s J h anybody? 

A I can • ' i l i d:; ; i t v c .. 

ALOr'J'-'^K! !^rrricirtHr^ cOMPAf-'v i « ' 

20 F ST., N.V 
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d i scus sed i t w i t h c o u n s e l . 

C Was i t necessary t h a t ycur s t a t e m e n t be 

c l e a r e d b e f o r e i t c o u l d be s u b m i t t e d ? 

\ Tbat i s c o r r e c t . 

Q was the memorandum o f March 18 which you say 

l a a c t - z * j * ement 
you p a r t i c i p a t e d i n d r a f t i n g , a . l e a - t , 

a c k i n g ^hat your s t a t e m e n t t e c l e a r e d ? 

, I b e l i e v e t h e March 1eth was a s t a t e m e n t - i t 

c e r t a i n l y was a r e g u e s t made a t seme p c i n t . 

Q can you t e l l us a t What p o i n t you r r e q u e s t was 

.ade f o r c l e a r a n c e o f your s t a t emen t? 

I, c o u l d I see t h e l e t h cne aga in? 

Q I b e l i e v e t he n e x t - the two pages go 

. e g e t h e r , s i r , t h a t page and the n e x t . 

A Tha t i s the one . 

Q Tha t i s the c l e a r a n c e memc? 

A Yes . 1 M s e d t h a t on tho f a c t 

s f z . t t o t he S e c r e t a r y . 

tne f r c i r and t o on i t . 

^»,-i.c: n f v-c'ir ' ' r a f t s t a t . Q Were any p a r t s o t 

t hav e 

T b e l i e v e so . 

nh^ce d i d tn . : . . .• 

W e l l , t h e r e w e r t cei 

'ilat>- • .elY * 

ALDEK 
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S t a f f l e v e l f c r a n j k ind ef o rd ina ry research assistance 

type of comments or i t i n the nature o f t h i s i s no t 

c l e a r , that cer t c f t h i n g . 

C Did pa r t s of the — l e t ' s subdiv ide i t . Did 

the f i r s t p a r t of ycur statement be fore ycu begin the 

appendices, d id t ha t c i r c u l a t e f e f o - e the l i- th? 

A The i n t h c r the 18th? 

Tlie m t h of March. Pieces o f t t . 

W e l l , yes. 

I t d i d . And where d id t h a t go? 

I t went tc the names ycu read - r l i e r , f c r 

Q 

A 

c 
A 

example. 

Q Anybody else? 

A I am not c e r t a i n cf the d a t e , * there were 

other ana lys t s t h a t read i t f c r the same basic reason, 

to see i f they could say, ycu knew, -h r ' t c l ea r er 

whatever. 

'J . mn tha*: time of c i r c u l a t i o n , did anybody 

t e l l yec t h a t your p c s i t i c n w--

Department i n s p o r t a t i o n took 

A I am not sui . . . 

happened. 

Q Were there any in d i ^ 

disapproval that ycu wore <-

ame as *. he 

20 
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1 j , 5 U 5 

A Oh , n o , c e r t a i n l y not t z z t , 

Q C e r t a i n l y not t h a t ? 

A T h a t i s why I d o n ' t remember. T h i s was never 

a b i g i s s u e . 

0 Were t h e r e any p a r t s e f y c u r s t a t emen t t h a t 

were o m i t t e d ? P l a n p a r t s t h a t " e r e o m i t t e d ? 

A I e d i t e d i t m y s e l f , but c t h e r t h a n t h a t , n o . 

I n f a c t , I guess the c o r r e c t answer t o your q u e s t i o n i s 

n u . 

Q He? 

A Y e s . 

MR. KKARISCH; Could we have an ' 

ma rked . Your Honor 7 I guess i t i s MKT-C-9 = . I t i s 

p r e t t y p i c t u r e s . I t i s c a l l e d - -

JODGF HOFKINSi I w i l l mark i t f o r 

i d e n t i f i c a t i o n n o w . 

(The document r « f e r 

was mark. 

i d f ^ ' • ' - c a t i o n a s f t 

Numher f-KT- ) 

BY MR. KHARASCH; 7) 

0 Do you h cve o " 

A I d c . 

C That i s f rom your work paper ' 

A ; f i fP ' - ' ^ ' ' - ' • ' t P n c - r - K i ' * C - 'M i ' . -

20 f 
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stamped d r a f t . Zcts t h i s document. Major " s . 

Gateway: to Mexico, appear i n yccr stateme 

submitted? 

A Ne, i t was never intended f o r r ep roduc t ion i n 

the s ta tement . I be l ieve t h i s was done before I came to 

the departm<^nt. 

Q I t was dene before you came to the 

departm^^'nt ? 

A Th is i s background i n f c r m a t i o n . 

Q I d o n ' t think t h a t statement i s c e r r e c t . Le t 

me explc re wi th you, Cr . Klem. The f i g u r e s you obta ined 

cn car lcads and t o r s to "exico gures from the 1 9fl3 

way b i l l t ape . Is tha t r i g h * ^ 

A T h i t ' s c o r r e c t . 

Q And the 1983 way h i l l tape became availa,^ 

when? 

A I believe i t was on l i n t the 

depar tment. 

Q When ycu cot *o t'.-e d 

A 

believe i t - . e. 

0 A rd i 

appearing on "K 

t c have 

At n«»*:OW OFPOOTi,')'-, C i M P «~» INC 
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A S o r t i s a word t h a t d e s c i b e s th.^ n a t u r e c f 

the p r o g r a m , y e s . Ckay , y e s . 

0 And a re ycu t e l l i n g m<= t h a t ycu had run ani 

had a s c r t c f t r a f f i c t e and I r c m Mexico ever these 

l a t e w a y s b e f o r e yoc a r r i v i > d a t the depar tment? 

A I f my r e c o l l e c t i o n i s c o r r e c t , t h i s i s 

something t h a t wc s a l r e a d y t h e r e when I go t t h e r e . A t 

l e a s t i t vn z a l r e a d y t h e r e when I f i r s t saw i t . I d i i 

not ask f o r t h i s t c be nade, bu* I f e l t i t was u s e f u l 

background i n f o r m a t i o n . 

C I n your s t a t e m e n t , t h e r - ndeed i n ^ p p e n d i x 

cc 

i i s c u s s i o n o f ids mc 

see* t o match t he se f i g u r e s i n 

source r f t h a t ? 

MS. PEED; Could you . . . 

are r fc f e r r i n g t c ? 

T w e l v e . 

« . appear." 

Br 

Q 

A 

tc M e x i c c , and they 

. , * •-. t he 

us what pag^. 

o r r e c t . 

wc 

ycu w o IJ 

" x a m i : 

od en' 

AiDts'iO'.j prcoB''-iN' "CMf*.-
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about gateways t o M e x i c o . 

A C e r t a i n l y . 

C T h i s d r a f t was m your work papers? 

A That i s c o r r e c t . 

Q Why i s i t s tamped D r a f t ? 

A Presumably because w>'cn i t was i t - : . l y done 

i t was a d r a f t . 

Q Was y o u r d r a f t o f your t e s t i B c n y c f March l U t h 

stamped D r a f t w i t h t h a t same stamp? 

A As I r e c o l l e c t . I c e r t a i n l y t r i e d t o stamp 

a l l d r a f t s C r a f t . 

C D i d ycu r d r a f t t es t i . -^cry as . . . . . . . -.c ci have 

t h i s t a b l e a t t a c h e d t o i t ? 

A I d i d n ' t see i t as c i r c u l a t e d , so T c a n ' t see 

w h i t t h e a t t a c h m e n t s w e r e . 

G Ycu were not g i v e n an o p p o r t u n i t y t o sae t he 

d r a f t c f y c u r t e s t i m o n y was c i r c u l a t e d f o r p o l i c y 

-ir , va l? 

A I had a d r a f t o f my i r rony , bu* when i ^ 

went o u t o f my hands I d o n ' t know what was a t t a c h e d t o 

i t . was no t . t t a r h e d t c i t w - u t o f my 

hanc3 . 

Q De you have '''̂  

r- t A - 1 imc • 

: r certain. J. L ,i V Z 



1 

2 

3 

4 

5 

6 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

13 ,5US 

c i d d r a f t s , bu t I c a n ' t say f o r c e r t a i n . 

C Dc you have the March l i ^ t h d r a f t ? 

A I am n e t c e r t a i n t h e r e even i . i a Yarch l U t h 

d r a f t . 

C Do ycu have t b e d r a f t t b a t was c i r c u l a t e d i n 

t h e depa r tmen t c f f a r c h l U t h s a y i n g a t t a c h e d i s a rcuoh 

d r a f t ? 

A As I s a y , I am n o t c e r t a i n . 

Q When you c i r c u l a t e d the Yarch m d r a f t o f t h e 

t e s t i m o n y , d i d i t have i n t h e upper r i g h t h a n d c o r n e r the 

same stamped D r a f t t h a t appears i n "*KT-C-9S? 

MS. P^VT: C o c n s e l , I o b j e c t -c ycu r 

c h a r a c t e r i z a t i o n t h a t t h e d r a f t was c i r c u l a t e d by 

c o u n s e l ' s o f f i c e . 

JUDGE HOIKINS i Who - i r e was 

c i r c u l a J by counse l p r o b a b l y , net by t h i s g e n t l e m a n . 

That i s my u n d e r s t a n d i n g c- a i d . f-e s a i d he 

d i ' " - ' t c i r c ula * i *. 

BY MB. Ki-ARASCH; ( - ' i r g ) 

Q Ycu gave c o u n s e l a d r a f t cn March 14th o r t h e 

day b e f c r e ? 

A Seme t i m e p r i c r t o t n . i t . 

C And d i d t h a t dra* vcu gave counse l have 

stamped on i t D r a f t w i t h the 

ALDERSON REPOI-, . . M P A N ^ 

20 F ST , N.W WASHINGTON. D C 20001 
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JODGE HOPKINS. I t c o u l d be $. d i f f e r e n t rubber 

s t a mp . 

THE WITNESS* There i s more than cne . As I 

s a i d , I t r i e d t o stamp a l l d r a f t s D r a f t , so I assume 

t h a t t h a t was t h e case , b u t T d c n ' t know f o r a f a c t . 

BY HR . KHARASCH; (Resuming) 

Q Do you f i n d MKT-C-95, do you f i n d t h a t 

^jj(1_C-95 c o n t a i n s some r e l e v a n t f a c t s ? 

K I t c o n t a i n s d e s c r i p t i v e m a t e r i a l as t o , as i t 

s ays , the Ma jo r P l a y e r s i n Gateways t o M e x i c o , so i t i s 

u s e f u l i n o r d e r i n g *h2 p l a y e r s ^nd g a t e w a y s , rank 

o rder i n g . 

Q I t a l s o tends t o t e l l you who i s p a r t i c i p a t i n g 

i n t r a f f i c , d o e s n ' t i t ? 

A Tha t i s what T s a i d . 

« F . KHAPPSCH; Your Hcncr l i n k we have 

enccc- - - . ^ spe whe the r between t h e " a r c h 1U*h d r a f t 

o f ' ' e fcitn»rss and tne f i n a l d r - . 

t he r e were p o l i c y changes mad^ ndeed i t may be 

b e f o r e t he r e w^re r o l i c y d i r e c t i c n ch would 

enable the Coaraission xn t > se to ae , 

they ar^ ng t h e t e s t i m 

. V , — r t h a t the w i t n e s s w,3 

g i v e . 
HOPKINS { !ven ' t a-ckf-

REPORTING COMP,«Nr' i^.^ 

20 (• S i . N '-^ 
. . j r i lNGTC^ 1 ^ 0 7 628 9 3 0 0 
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t h a t p a r t i c u l a r q u e s t i o n . Why d o n ' t f e u ar ^ 

w i t n e s s t h a t - a r t i c u l a r g u e s t i o n ? Ycu hav. eked him 

t h a t p a r t i c u l a r q u e s t i o n . 

BY MR. KHARASCH; (Resuming) 

Q March 14 d r a f t t h a t ycu had g i v e n t o c o u n s e l 

b e f o r e "a rch l u t h some t ime and the f i n a l d r a f t d i f f e r , 

s i r ? 

A Net i n any s u b s t a n t i v e way. 

C There i s nc s u b s t a n t i v e d i f f e r e n c e ? 

A Tha t i s c o r r e c t . 

Q How abou t t he t a b l e s ? Ar*' t h e y d i f f e r a n t ? 

A As I s a i d , we went t h r c u g h i , cess o f 

examining t h e numbers and making any a d j u s t m e n t s t h a t wc 

f c u n d . I d i d t h a t p e r s o n a l l y . 

C Now, how about th . . . t ements i n the g e n e r a l 

p a r t o f you r d i s c u s s i o n ? 

A What dc you mean t y g e n e r a l p a r t ? 

Q Thv; f i r s t p a r t , b e f o r e y c : g.= * t c the 

a p p e n d i c e s . Are t h e r e any chan t h a t f a r t ' 

JUDGE HOfKINS; A r f 

pa r t ? 

I f ? kll.NiSS; The competitive ana 11 

MP. KHARASCH; T *Hink i t _s a 

it ^in** poetry. we ar- î t̂ 

ot the app> 

20 
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THE HITNFSSi I b e l i e v e yeu are t a l k i n g about 

the c o m p e t i t i v e a n a l y s i s , what we c a l l S e c t i o n 1 and 2 , 

and t h e r e i s no ch eng^^ i n c c m p e t i t i v e a n a l y s i s . 

BY MR. KHARASCH; (Resuming) 

C There i s no c h a n g e . Words change between t h e 

l U t h and t h e 21s t? 

A U n f o r t u n a t e l y , t h e r e have been words changed 

s i n c e the 2 1 s t . Bet o t h e r t h a n changes o f t h a t n a t u r e , 

t h e r e i s no change i n t he c o m p e t i t i v e a n a l y s i s . 

Q Suppose I have a n a s t y and s u s p i c i o u s m i n d . 

MS. REED; He w i l l s t i p u l a t e t o t h a t . 

BY MR. KFARASCH; { ? « - u m i n g ) 

C And t h a t mind i s ef a s s i s t a n c e t o t he 

Commission i n g e t t i n g a c l e a r r e c c r d i n t h i s case , and 

my s u s p i c i o u s mind s u s p e c t s t h a t t h e r eason MKT-C-95 was 

stamped D r a f t i s n a t t t wa .s i n t e n d e d t c be a p a r t c f 

the d t ind t t was d r o p i e d , a l t h o u g h f a c t u a l , because 

a poi . '^c j d e c i s i c n was made tc d rcp i t . 

Suppose 1 have t h a t g r ave s u s p i c i o n . How may 

I check t h a t ? 

A Ycu c o u l d ask me. 

Q I j u s t asked y o u . 

A I never c o n s i d e r e d p u t t i n 

E t a t e flic " t . 

ica never consi 

ALDERSOd REPORTING COMpAf. f . -C. 

20 F ST. N.W.. WASHiNGTON C ,3 0001 i2G2! 628-9300 
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s t a t e m e n t ? 

JUDGE HOPKINS; I n o t h e r w o r d s , ycu made t h e 

d e c i s i o n . I s t h a t r i g h t ? 

THE WITNESS; There never was a d e c i s i o n to 

pu t t h a t i n t h e r e . 

JUDGE HOPKINS; There was no d e c i s i o n t o be 

made because you d i d n ' t c c n s i d e r t h a t i t s h o u l d be i n 

t h e r e . I s t h a t r i g h t ? 

THE WITNESS; I c o n s i d e r e d t h a t v c r k i n g 

p a p e r s . And t h a t i s a l l . Ac' * i s w o r k i n g papers t o 

t h i s day . I never c o n s i d e r e d e c r l e s s than 

w o r k i n g p a p e r s . 

BY HR. KEAPASCH; (Resuming) 

Q I s t h e r e any paper you have ever d e c l a r e d . Dr. 

Klem, t h a t e x p l a i n why you have t a k e n a d i f f e r e n t 

p rocedure i n t h i s case , f o l l o w e d a d i f f e r e n t p r o c e d u r e 

i n t h i s case and t,5ken d i f f e r e n t p o s i t i o n s than t h e 

d. . ument has t aken i n p r e v i c i es? 

MS. REED; I o b j e c t . Counsel has n o t 

e s t a b l i s h e d a f o u n d a t i o n f c r t h a t . 

J l "E HOPKINSi ^cn ' * you •- the 

E i . - C i f i c p o i n t s t h a t you b e . ^ - v t .,-

p r i o r depa r tmen t p c s i t i c n s . 

KHAP^SCH; 

was a c t u a l l y t h e z : •>' * 

A! nf»<;.CM PfD.Ci? ' 
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JtDGE HCIKINS; Why d c n ' t y o » put th«= t w o o f 

them t o g e t h e r , and then we can save some t i m e . 

MF. KHARASCH; A l l r i g h t . 

BY MH. KEARASCHi (Resuming) 

Q I want t c g e t t c t h i s p c i t t . I f I l ook at 

youp d r a f t p r i o r t c March I U , ^9PH, t h a : was c i r c u l a t e d 

f e r p o l i c y c l e a r a n c e , and I c o u l d t e l l whether any 

changes had been made as a r e s u l t c t t h a t c l e a r a n c e . I s 

t h a t r i g h t ? 

MS. RPEDi Counse l has not e s t a b l i s h e d t h a t , 

t h e r e was even a r e s p o n s e . I s t h a t what ycu are 

say ing? I s t h a t the q u e s t i o n t b a t ,-, . re a s k i n g , t h a t 

you a r e i m p l y i n g , t h a t t h e r e were changes raade? 

MP. KHARASCH; I say i f I l o o k e d at what you 

d i d a t the b e g i n n i n g and what ycu f i l e d , I would be a b l e 

t c t e l l whe the r t h e r e were changes ir-ade. That i s Number 

Cne. 

JUDGE H O F ' ^ : Beca , have a s u s p i c i o u s 

m i n d . I s t h a t r i g h t , Mr . Khar ch? 

MP. KHARASCH; Su ous mind or n o t , T would 

be a b l e to t e l l i f t h e r e were chan, nd two, l e f s 

put these two quick questic ' f^o, 

l o o k e d at t h e c o r r e s p o n d e r r le 

c o r r e s per •*!"'"•>•• c e , I would h, 

whether t hose cnanges , xt ui.-tde , we < . 

('*i> 

I' 

ALDERSON ><t.-v, 
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•ade i n response t c the ccrrespcndenoe. 

MS. REED; I o b j e c t , because the witness has 

already answered t h i s question i n various ferms several 

t im es . 

JUDGE HOIKi:<S; I thought he had already 

answered the s p e c i f i c q u e s t i o n . Ch, you are saying how 

you could i f you locked at i t , hew ycu could t e l l ? 

MR. KHAEASCHs That i s r i g h t . 

JUDGE HCFVINS; Even though they migh t nc*^ 

have been raade f c r p c l . c v m a t t e r s , as he s a y s , t h e y 

w e r e n ' t nade , b u t j u s t bc:ca cse changes were made, ycu 

c c u l d t«=li t h a t t h e r e were dif-*" c ^ n c e s hetw^^en *h«» 

o r i g i n a l d r a f t and the f i n a l v e i i f i e d s t a t e i r e n t t h a t he 

p u t s i n . I s t h a t what you are a sk ing? 

MP . v-uAR ASCHx Yes . 

JUDGE HOPKINS; Anybody c c u l d answer y e s . 

There i s no q u e s t i o n . I d o n ' t t h i n k t h a t dese rves an 

ansv'^r one way o r the o t h e r . 

BY MR. KPABASCH; (Pesuming) 

Q Did you see a ny : l a i n 

which t he r e were ccmmunicat i c n s f r c i r h i g h e r up i n the 

depar tment as t o your - - the c l e a r a n c e of ycur 

s t a t emen t? 

a T ?;aw no ^uch commm ' c n ' t 

ccnf funi .ca t i .on tx i . ' .> t . fd . Ar ' -

ALOERSON R f 

20 F ST, N W., WASHir a-9300 
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y e s , go ah^ad . I t was an a f f i : : ^ 

e s s e n t i a l l y a one-word answer . 

C Tha t came t o you f rom whoff? 

A C h r i s Roeaey. 

Q C h r i s ? 

A C h r i s Roeney, Dep;3ty A d m i n i s t r a t o r , FPA. 

Q L e t ' s go on t o the p c s i t i c n s i n the p r e v i c u s 

ca se . At t h i s p o i n t wou ld ycu l a y i n f r c n t cf y o u r s e l f 

t h e MKT-C-91 and 9 2 . Have you read MKT-C-9 1 , s i r ? 

A Yes , I h 2 v e . 

Q L e t ' s l o c k a t Pages 2 and 3. Would you agree 

t h a t t h e r e are p o s s i b l y s i t u a t f rom p r e 

consolidations invclving conrpe tarallel li zat 

se rve ccmmon marke t s? 

T . ? C o u n s e l , -u r e a d i r g f rom * h -

docum en*'' 

THE WITNt^Si What 

BY MR. KHAPASC" 

Q Page 2 , F x h i b i t 91 

i s s i t t i n g b e h i n d me — 

JUDGE HCIKIN 

Q - - descr — »• 

Page 2 , thr 

d c o n : . 

o { 

umi ng) 

C r . "ymscn, who I 

20 
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c o m p a t i t i o n are l i k e l y t o o c c u r . F i r s t he has p a r a l l e l 

l i n e s . Do ycu see t h a t ' 

A Yes . 

C And do yeu agree t h a t when p a r a l l e l r a t ] r o a d s 

are b e i n g merged , c e m p e t i t i c n may be reducec because o f 

t h e f a c * t h a t t h e two r a i l r c a d s a re p a r a l l e l ? 

A '^es, and I i n t e r p r e t ••ha* tc noan a p a r a l l e l 

econom • .-e l a t i o n s h ip which i s d e f i n e d i n the l i t e r a t u r e 

as t w . t i r m s compe t ing i n the s^i^e T a r k ^ * . 

C I n t h e C c m m i s s i o n ' s numercus d e c i s i o n s , such 

as th*^ " i l w a u k e e d e c i s i c n , yeu e i n o *h ' 

r a i l r o a d conscl id- - . may i n v o l v e c o m p e t i t i v e p rcb le r r s 

t h a t can be i d e n t i i i e d .c te rms o f p a r a l l e l e f t 

That i s the f i r s t t h i n g . 

A That i s c o r r e c t . 

Q And the second t h i n g t h a t can hapr-' - t h e r e 

can be end t c t . Co ycu ag r ' 

H y - o n , on Page 3 , wh-;* .'srf l - ^ r V . r i " 

i n t r a m o d a l comr • on can he r cr ec ..c-.-• t u r n i n g 

f connt 

o n ^ 

A I d c n ' t diways agree a 

i d l y or a h o s v i l p , ak my 

c u i d a n r ;v t h e I f ^pa : 

2b 

JOO 
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n n d t o d i r e c t gu idance m ^ n t . area ^ ^ ^ ^ ^ ^ ^ ^ ^ 

t h e concern t n e r e w h i c . ^ 

. , cn a' Commission l i - ^ e t he 
- ,«r - a s - ' T have worked en a 

L „ e . . p a c t - I c a l t e l . t l o n s . l . cn 

„ i n a . a . e t . a n , i t . . . o . l . . U 1 . 1 . ^ 

c o m t j e t i t i o n xu « i d 
. . i M c n i n a . . a r k e t , t h e n I - o u l d _ 

f eund a harm t o c o . p e t i . i c n 
r c i a t i c n s h i p . 

concerned about t h a t v e r t . c a -
Commission not 

Q MOW, i n • 
, f r i e n d l y c o n n e c t i o n s by 

c o n c e r n e d , s i r , « i *h the 

v a r i o u s r a i l r o a d s ? 

, I am ne t sure what you - t y cc 

Q D i d t he commission i n th^ • ' ^ 
* -ho f a c t of l o s s o- " -^^^f 

t r a c k a g e r i g h t s because o f t he f a c t 

c o n n e c t i o n s ? ^ ^^^^ 

« S . REED; DO ycu h a v 

• •> 
c c : . 

JUCGE HOPKINS; ^ ' 
C H ; cc y c , - d r a , 

UP case? 
-V "-e can -

JUDGE HCIKIN 

' on l i k e t h a t . 
. •. V " ^V te r - , Wha 

22 
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asked. I n the UP nerger ca re , wa; Commission not 

concerned w i t h the loss by r a i l r c a d s o' ndly 

cennect inns , and did the Comini.cs, i cn not award trackage 

r i g h t s a r e s u l t of t h a t concern? 

* That is rot my interpretation of i t . UP 

decision was one of the things I tcck guidarce in in 

evaluating my approach to this merger, and m looking 

back on i t , I think it prcvides gccd evidence ar tc the 

right way to appro ><ch these ^z". 

I f you c c n t r a s t , i f ycu Icok at the s ix 

trackage r i g h t s tha- department reccmmerded i n i t s 

^ - . t I . . ~ ., analysts th ree ••hp'? i • 

fundamental ly p a r a l l e l r e l a t i o n s h i p s , and thr*»e of them 

invo lve fundamenta l ly end to end f r i e n d l y connector t y p 

i s sues . And th^^ Cemmir-' i r~t̂  appro.- three r f t^'om, 

granted t h r ° e of them, and d id net grant three -^em. 

The thr- t t th- .̂ y at reived, • 

Ka fj.• •• ..\ t " • I ' : ̂ - , •• h «• " a * •< f rcff K a n a c Ci • 

Cmaha, and the SP from Kansas Ca* 

involved a lcs ompetition as a 

c a l l 1̂  . ^ T • 

tn te» 

/o c 

b r i e f wi th the c,tE'iii:>:. 

20 
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read tha t? 

A I have read i - . I •« a • ::'.-z r f e r r i n c to i t . 

Q That i s the piece c f paper wt haw« c a l l e d 

SKT-C-9:, r i g h t ? 

A That i s r i o h t . 

Q L e t ' s tu rn over te Page u , s i r . 

A t i s Arabic ti, I t 

Q Yer . Car we aoree f rcm • • ̂ ncp ef 

t e x t there t ha t DCT be l ieved m tha t case that 

in t r amcda i c e r p e t i t i o n w i l l te reduced e i t h t r because 

tar routes w i i l come under ccmmon -ent'""! hy 

app l i can t s or because a non- iac iudsd c a r r i e r w i l l lose 

i t s l a s t n e u t r a l or f r i e n d l y connec t i i tsrkets 

reached p r i o r to the corsc l ida ' - i ens? 

A I t h ink I answered tha t a l r e ady . T said yes , 

that the f i t a t i o n are baced on 

the l o s s of what yeu c a l l t l o l 1 i v ^ - c - , - . 

are rhe t h r t c they apprcved, arc th. c secc-n 

i n t e r p r e t a t i o n are based on the reccnr' 1 those 

are the th ree ommissicn d id net accep*-. 

on the ''Commission • 

f r i e n d l y cc 

rjl»» discus; 

TING C0A« 
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connections in there . 
1 4-,^.-^,-,n there • 

Knd - . ission 

discussion of f r i - ^ r d l y connections? 

, I remember at l e a s t one reference to i t . 

b r i e f , but there i s 
,as no-, i n the same nature as m ou. b r i e f , 

at l e a s t one reference to I t . 

i,t«: as l a s t neek, cn A p r i l Q And indeed as l a t e as lao -

in tne . a . . c a = . . C c l s . i o f s .o=t 

. . . c i . i o n in .^at c s . . , . 1 " ^ — ^ 

-"̂  f r i endly connections. 
connect ions and lo 

. . . . . ".ether 
MS. REED* Yov haven t -

read that co cum en t , couns-a^. 

-y V iHA-JHi (Resuming) 

Q Have you"t 

J I have read that .ocument. 

Q Doesn't that discuss less 

connect:on? 
, t i t d 1- : u t ses 

nd m - ^^^^^ d i f f i c u l t guesticns 
that i s sue , and m ^^^^^^^^ 

atout are they fr iendly or 
, . ffect cn com-

24 
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1 3 , 5 e : 

connect l-3n. 

MS. SEED; Counsel, I . t j e e t . p u b l i c 

document. Commissicn can take e t i i c i a l n otice of 

what i t nas said i r that document. Asking the w.-itness 

whether or not the Commission has said so'^ethin i 

dccument. a Ccmmissio' decision has no relevance t c t h i s 

proceed -ing. 

JUDGE HC'PKINS; Well, i t has relevance 

probably i f he has other guesticns that r e l a t e -

p a r t i c u l a r p c i n t . I w i l l allow i t . What i s the 

p a r t i c u l a r q u e s t i o r , now, ch? 

"" . v.;,>o.--... ' se read hini a zentt.-nz- ,i" d 

see i f he t h i n k s tbat i s the proper way ead a merger 

case. 

BY YR. KHARASCH; (Resuming) 

Q T read ycu from the A p r i l 26th dec i s ion of the 

Commission in Emance Dcck<-t 30,'^CO. "The 

compe t i t i ve ef - * -̂' «c...i 

from DPGW's loss of a f r i e n d l y connection w i t h i t s 

l a r g e s t eastern interchanc Pueb -. 

2] 

A 

Q 

A 

he l o s s o t 

A t D t H i O N «£PQR1;N 
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Q Y e s . Remember, my q u e s t i o n i . f i r s t are we 

a g r e e d . I aa t r y i r g t c see i f y -u ' h i - k c r dc • . • 

t h a t t h e Commission d i s c u s s i o n ef ^ n e n - i i y con - ' - e n s , 

A, t o o k p l a c e , and I s h a l l nex t ask ycu i f you t h i n k i t 
I . 

i s i m p o r c a n t . 

A Oh, I a l r e a d y s a i d th ' 'lece was some 

d i s c u s s i o n c f t h e i s sue c f f r i e n d l y c o n n e c t i c n tn rr.y 

p r e v i o u s an s wer . 

Q New l e t ' s e t u r n t ' of t h a t d e c i s i c n , 

which ycu seem t o have a copy c f i n your hand . L e t ' s 

l o o k under •he h e a d i n g "arm t o - u b l i c , where t h ^ 

Ccmmissic.i m the second t e n t t n c e s a y s , r e f t m . - i g *c 

a n t i c o m p e t i t i v e p r c b l e m s , "These c r c b l e n s a r i s e 

p r i m a r i l y as a r e s t l t o f e l i m i - o m p e t i t i o n 

between UF and ver t h e i r p a r a l l e l l i n e s m the 

m i d w e s t , and as a r e s u l t a v e r t i c a l f o r e c l o s u r e i t 

P u e b l c , C o i c r a d o , tecause c f DKG^'s le c a 

f r i . c d l y c o n n e c t i o n . " 

Dc you S€e t h a t sen tence? Th^. n e x t se-

says , "These p rob lems were addressed by I m r c s i n g 

D e ycu a ?r ee, A , 

d i s c u s f r i e n d l y cc 

A Y e c . 

OERSON REPORTING COMPANY. INC 
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i 3 , 5 e t 

Milwaukee c a s e , and i n I ' s r a i l r e a d mercer cases the 

Coramission has t a l k e d atout f: ly c c n n e c t i c n 

lo s se s ? 

HS. REED; Excuse me. For p c i n t t f 

c l a r i f i c a t i o n , you are t a l k i n g abcr.t i i l r o a d merger 

gu i d e l i n e s , counsel? 

MF. KHARASCH* No, i n decisicns er merger 

cases. 

THE WITNJSSi I w i l l go ycu c:. I 

w i l l volunteer t h a t not only do they t a l k about i t here, 

but they have talked abcut i«- <-

approp r i a t e . 

What they said was the- e f f e c t there i s a 

loss of p a r a l l e l r o u t i n g s , i n cther words, a p a r a l l e l 

e f f e c t , and the pa'-='"i ^l effec-* causes a Ic _ 

cempetiticn and the v e r t i c a l ' 'esure, 

d r i v i n g f o r c e accordina 

rec : l e c t i o r cf th . i 

two c a r r i e r s . 

That was the way I 

approach th t 

effec t s . 

BY MR. KEAPASCH; ( 

C a r a i- . 

:crrec 

i t the pa ra1 l e l 

of th e 

) 

-< m c' 

wo u 

ALDERSON R£PO« ; i , - . , , ,. .„'-s. 
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major p l a y e r s t o " e x i c o ? Dees the Y rough t h e Tex 

Mex n o t have a d l y ccnnec* -y t c " e x i c o ? 

A What * ' i n d i c a t e s c"" " er e , which I am 

a l r e a e d y aware o f , i s t h e f a c t t h a t t h e two c a r r i e r s do 

exchaT"?*: a s i g n i f i c a n t ameurt c f f r e i g h t . 

0 R i g h t , a rd i n t h e sen--- ^ ^•• '^e CooiH'ission 

usei: t h e t e r m s " f r i e n d l y c o n n e c t i c n , " i s the MKT n o t 

l o s i n g a f r i e n d l y c o n n e c t i o n tc " - i c o as a r e s u l t of 

t h e SFSP merger b e i n g here c o n s : • -d 

A Tc answer t h a t , I need t c knew what your 

d e f i n i t i o n c f a f r i e n d l y connp.^ 

Q My d e f i n i t i o n i s t : - - - . ion - ^ -̂

Commission used i n the Up c a s e , s i r , o f -^ r iend ly 

c c n n e c t i o n when i t s a i d t h a t t hey w e r e n ' t g o i n g t o g i v e 

the MKT t r a c k a g e r i g h t s t c Y.exlce ever the '"'F ^ - i 

t h e MKT would s t i l l have t h f l e n l i y 

connec t i o n . 

A I n t ^ > * .t .1 . • • a r ] n o , 

tecause t h e r e i s nc s i t u a t i c n emparabie t o t he one you 

have j u s t r ead t e ae f r c m the UF l a t e s t d e c i s i 

i s no l o s s c f p a r a l l e l corrr 

t h e r e was a p a r a l l e l r o u t i n g -

There i s no compara' 

* > i . ~ 'C 

25 ope ca t e £ . , tr. 
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s i t u a t i c n between the a p p l i c a n t s h e r e , so i f t h a t i s 

ycur d e f i n i t i o n , t i e answer i s c l e a r l y n o . 

Q Wai t a m i n u t e . Are y-z <̂  = y i n g t h a t t h e r e i s a 

p a r a l l e l , t h a t t h e a p p l i c a n t . s a re p a r a l l e l tc El Paso , 

f c r example? 

A I b e l i e v e t h e c o r r e c t way t o "'̂ ^-^z-e p a r a l l e l 

i s i n a c e r r i d o r - s f e c i f i c manner. T h e r e f o r e I c a n ' t 

answer t h a t q u e s t i c n . Tou d i d n ' t g i v e me a c o r r i d c r , sc 

I c a n ' t g i v e you an answer . 

0 Houston tc E l Pasc . 

A What i s the ccmmodi ty? 

Q I s t h e r e n o t p a r a l l e l c c m p e t i t i o n by *h'^ twc 

t e r g i n g r a i l r o a d s here to Mexico? 

A I n my v e r i f i e d s t a t e m e n t T make i t c l e a r t h a t 

i f we are taL-^mg f u r e i n t r a m o d a l c e m p e t i t i c n , s i d i n g t c 

s i d i n g , a c a r r i e r he s t c have acces:- o n l y to 

Hous ton , which i s a f t e r a l l a •- pread o u t a r ? a , b u t 

to th e 5C t u a •* ' -i r -; . 

Q I s t h a t what t h e Commissi ' ' i n the UP 

case , Icok a t a c t u a l c o m p e t i t i o n ? 

1 ' ^ ' - ' • i CommiEston i n a mere : 

cent 

C • t y c ^ 

r-o Z <•• * hf.. cuec t i c n . 

ALDERSON REPORTl;̂  
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record on UP. But f have r e c e n t l y read a dec is ion on 

the UP e f f o r t s tc cet i r t c the Freemont GY plant where 

they recognize a long - - where they acknowledge a long 

recognized f e a t u r e o f the r a i l r e a d i n d u s t r y tha t you can 

be — i f you have t a r a l l e l l i n e s , ycu can be so p a r a l l e l 

t h a t you are con t iguous . 

S-, i n seme circuB:sta.nc€s i f a shipper i s on 

one s ide of a l i n e , they have access te one c a r r i e r , and 

i f they are en the other s ide of the l i n e , they have 

access to tbe c the r c a r r i e r . 

So i n some circumstances i t i c e s s e n t i a l to be 

very s p e c i f i c as t e the geography, which i s not 

u n i v e r s a l l y the case, aad I d id net t r e a t i t 

u n i v e r s a l l y , but there are circumstances where t h a t does 

cccur . 

G Have you had reference r e c e n t l y te the p c r t i c n 

of the UP d e c i s i o n where the Commission discussed *'-:x ice 

acce 3 ? 

A I c a h ' t r e c a l l the l a s t t ime I locked at 

t h a t . 

Q I n diseuH.'sing Mexico access i n th-

t h e r e any d i s c u s s i o n of what ycu seem ^c . . a i l t n .' 

s i d i n g to s i d i n g ccmpe r? 

A an unusu ; , 

nave a n a t i c c a l r a i l r o a d . 

ALDERSON REPORTING COMP' 
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MR. KHAPASCHi I move t o S t r i k e t h a t . Jus t 

a n s we r . 

JUDGE HOPKINS; Jus t f i r s t answer t h e 

q u e s t i e r . 

THE WITNESS: I wculd say no, ai^d then I would 

say why, which i s that "exico i s ?n unusual s i t u a t i o n 

where they have a n a t i o n a l r a i l r o a d . Therefore any 

c a r r i e r who accesses Mexico, a border p c i n t , therefore 

accesses Mexico and can get to any point i n l a n d . 

The e a r l i e r d i s c u s s i e r , ycu were discussing 

Houston . 

MS. REED; P lease l e t th-- J i t neGc f i n i - h 

answer ing t h e q u e s t i o n . 

JUDGE HOPKINS; But no t t o o f a r . Go ahead. 

THE WITNESS; I was d e r e . 

JUDGE HOPKINSi Gcod. 

EY MR. KFPRASCH^ ; ) 

Q I cannot , s i r , what t h ' - r o of a 

n a t i o a l r a i l r e a d has t o de w i t h what t n e Coramission was 

- - t h e meaning o f the Ccmmissio ,n i n 

c a s e . 

JUCGE HOPKINS; I s t h a t a qu- ' 

THE WITNESS; I have ^er. I 

d i d n ' Ice r 

B y u r V -1 . : . ^ 

n(-RSON REPOP' 
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Q Gccd . L e t ' s l o c k a t t h e d e p a r t m e n t ' s b r i ^ f on 

Page 2 1 , MK'^-C-92, Page 2 1 . 

A N i n e t y - t w c i s t h e dec "*•• ^ r i ^ f 

Q Page 2 1 . See i f ycu car answer t h i s c r i s p l y . 

The f i r s t s en t ence of t h a t b r i e f says , " I n c o n s i d e r i n g 

t h e c o s t s o r d e t r i i i = ' n t s o f the proposed co n so l id a t ten s , 

t he Commissicn must be concerned w i t h the e f f e c t s ef the 

t r a n s a c t i o n s on t h e i r l e v e l o f i n t r a m o d a l c e m p e t i t i c n . " 

Agree or di .3agree? 

A W h o l e h e a r t e d l y a g r e e . 

G The second s e n t e n c e , " G e n e r a l l y m a i n t a i n i n g 

i n t r a m o d a l c c m p e t i t i o n i s necessary becausf the re i s not 

s u f f i c i e n t i n t e r m o d a l c o m p e t i t i o n t e p r o v i d e a 

c o m p e t i t i v e r e s t r a i n t on a r a i l r o a d ' s market pcwer f o r 

some movements o f c e r t a i n c o m m o d i t i e s . 

Acree or d i s a g r e e ? 

A Cther - word " C e n e r a l l y " -

rc; t h a t . Pa r t of t h a t 1 d . I t h i n k t h a t 

t h i take i n t o acce 

c o m p e t i t i v e n e s s o f the motor r .'id I 

eel p V •-ha* V h f • p *- ^ •-. c c " - w " h a * h r ^ * 1 i -

c cue £ide ct motcr cam^^ 

case, and I hope will draw it on the < 

. :. . . ' U t 

.'ire some situacioni wUtsce z 

AiDCf- iON REPORTING C O M I - A . N ! M-

20 F ST NW. , WASHINGTON, DC. 20001 (20' i 
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s u f f i c i e n t c o m p e t i t i o n , and I d i d sc a n a l y z e those 

s i t u a t i c a s i n m/ vf r i f i e d s t a t e m e n t . 

G The t h i r d sentenc?-, "Recent C o n g r e s s i o n a l 

enactments and Commissicn p o l i c i e s make the main tenance 

c f i n t e r m o d a l c o m p e t i t i o n c r i t i c a l i n d e t e r m i n i n g 

whether t o approve the prepcsed c e n _ e l i d a t i c n s . " 

Do you agree or d i s a g r e e ? 

A I -would l i k . : t o read the whole s e n t e n c e . 

C Agree o r d i s a g r e e w i t c the whole .sentence? 

A The p a r t you l e f t ou t was — 

JUCGE HCIKINS; Ycu need t c r3pea t i t . 

- * "ock at t h e sen tence a'- ' :s 

whether you agree er d i s g r e e and why. 

THE WITNESS* The way I i r t e r p r e t e t h i s , I 

agree w i t h i t beca t se what i t cayc i s , t h e r e i s more 

c o m p e t i t i o n now * here war T h a ' i s t h o p a r t 

ycu l e And - -

- " . K l ARASf H ; ^ : ' 

Q What? 

A T f 1 e r e n c w • 

Y.f.-i - « t h e po l i c i t - ••-,• • •• • 

' 'id sc • / on coiT 

cn , c c t ion m !'' ^ 

ALDERSON REPORTING COMf 
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I s a i d i n my e a r l i e r anrw<»r, I a n a l y z e d i n t r a m o d a l 

c c m p e t i * i o n f o r p r o b a b l y -he v a c t ma.. y ; f m v e r i f i e d 

s t a t e m e n t , so t he way I l o o k a t i t , T agree w i t h t h a t 

sente nee . 

C New l e t ' c go down t o * ' - ' seccnd p a r a g r a p h . Co 

you agree t h a t i n t r a m c d a i c c m p « - * . t i c n w i l l be reduced in 

cases where the c o n s o l i d a t i o n b r i n g s p a r a l l e l l i n e s o f 

a p p l i c a n t s under ccmmon c o n t r o l ? 

A I agree -- - - r. - - t h e t when 

a p p l i c a n t s have p a r a l l e l l i n . i they dc nerge, then 

i t can no l o n g e r be- assumed t h a t t h e y w i l l compet'^ w i t h 

each o t h e r . I n f a c * , . •• c i - ' l y be concrmei-' * - •* 

they w i l l n n t compete w i t h each o t h e r . 

Thpy w i l l act dc a s i n g l e f i r m , and the 

Q u e i t i c r . then ^eccD'r;., w i l l t h ' 

between t h o s e ' have a 

cI. . on i n t he m ark 

Q L<=t's l o c k a t the sec 

b e l i e v e t.* number c ' 

level cf competiticr 

a p p l : • • -J li I 

i n t f .n w o r k i n g wi^ 

I 

A 

0 t h a 

""mpe 

Do -,. 

111V e r c 

i ude 

ALDERSON Rl PORTING C 



13 , ^ 7 : 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

'2 

13 

14 

15 

16 

17 

18 

19 

working wi th the n c n - i n c l u d e d c a r r i - r . es back to 

the one you read a minutf^ ago abcut the PueblD to 

Kansas C i ty s i t u a t i o n , that that anal p a r a l l e l *• 

the J u s t i c e Department's reasoning i n the v e r t i c a l 

r e s t r a i n t s i s s u e , t^a* i f tbere I s a prcbleir i n the 

marketplace by the p a r a l l e l r e l a t i o n s h i p s , then " 

the d r i v i n g f e r c e , so t h a t I agree with them, 

e s p e c i a l l y , for example , in that Pueblo to fansa-; C i t y 

c a s e , because of the economics c£ that p a r t ; 

market . 

Q Ycu agre . in *hf '^uel Kan«?as C i t y case 

that the D&HGW had to get s^m-- •. j h t s b-icause cf the 

r e s u l t cf tbe l o s s of i t s f r i e n d l y c o n n e c t i c n ? I s that 

r ignt ? 

A That i s rot what I s a : ! . 

Q Do you agree with th-. 

said"' 

A I would 

f r i e n d l y connec 

y C Li a 

an wh. 

22 

utes t.r. ' 

tern a 

24 re'iuced when a noa -1 uc. i uvl t:.; .̂a 
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service ? 

A Th- h rases of n e u t r a l ; 

connection are widely used, but they are not pr-—-i -'=̂ l̂y 

d e f i n e d . The d e f i n i t i o n t ha t ycu gave me a minute ago 

i s not as gcod as we are going tc de here , »nd I assumed 

tha t tha t would go f o r n e u t r a l as we l l ar f c r f r i e n d l y . 

And I do b e l i e v e t h a t , as I said a minute ago, 

tha t the n e u t r a l ard f r i e n d l y c c r r e c t i c r issue cn ly 

r e a l l y l e g i * i m a t e l y comes up - n yc . -. v the problem 

i n the marketplace which t y p i c a l l y i s caused by the los s 

of p a r a l l e l r e l a t i c r s h i rs . 

Q Now, l e t tl.- . - t , ^ocause I a"- '-*'^"', v . • j a 

d e f i n i t i o n a l problem w i t h ycu . I f we gc back to the 

Mexico s i t u a t i o n , today one can get cargo astern 

Mexico via *'̂ '̂  ' - M Ee to the herder . I s tha t rl-^h*"" 

A n f c i n t are yr - e r r i n g to? 

Q The eastern p o i n t . j e s t coast 

p c i . " . - -J- o u . 1 a t h e •• ' : . 

Cne can go via ind one can qe v :he 

SP Tex Is t 

A I th ink \ihat '-<v.-= -.c-n.-r* 

r o u t i n *.her than e n t i r e 

Q :e l o o k i n g 

AtDtR^.CH Ktf'Okfi.SG 

70 f CT N W W.ASHINGTON D i 
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A Se what you i n e f f e c t d i d Has l o o k a t La redo 

and E l Paso? 

Q There i s a n o t h e r p lace t h e r e , i s n ' t t he r e? 

A What t h i s document a t v e s you i s the c i r r i e ^ 

t h a t i c t e r c b a n g e s the t r a f f i c a t the b o r d e r or r e a l l y 

the c a r r i e r which t e r m i n a t e s a t t h i s p o i n t , 

L a r e d o . When i * says Tex Mex 22 ,700 t o n s , i t ts n o t a l l 

l o c a l t r a f f i c . 

Q We u n d e r s t a n d t h a t - T say t h e r e are t h r e e 

c a r r i e r s t o d a y t h a t have access to f e x i c c . "^at 

r i g h t ? 

A The t h . , - - i ^ - ^ c. •? rc* • tv ;.. c? 

Q "he H i s s c u r i P a c i f i c , the Sa " *he 

SP. I cm n o t i n c l u d i n g t h e Tex Mex, because i t connect. ' t 

c n l y w i t h t h e ' •\ - ' • v "t*. 

A I n t h a t case . t h a • 

v e r i f i e d s t a t e m e n t . 

0 There a r e o n l y -'-.'•-<• ^ .--7 

A R i g h t , 

ver n t about t h 

•v i e - ; " • n c o t o twc . - • ' r > y - - c . c a I . -

and in an.; ' ' .a t , which 

z c 

?f,i F >-r N W WASHINGTON DC 20001 
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the l a s t p a r a g r a p h on Page 3 1 . T e l l me i ^ ycu agree 

d i s a g r e e . 

"The e x i s t e n c e o f i n t e r m o d a l c r scurce 

c c m p e t i t i o n does ne t e l i m i n a t e the need t o m a i n t a i n 

i n t r a m o d a l c o m p e t i t i o n . " 

A I d o n ' t see t b a t h e r e . Ccu ld ycu t e l l i," e 

where i t i s ? 

Q I t i s the second sen tence i n t h e l a s t 

paragraph on Page 2 1 . Do you agree o r d i s a g r e e t h a t 

e x i s t e n c e c f i n t e r m o d a l or sou rce c c m p e t i t i o n does 

e l i m i n a t e t h e need t o m a i n t a i n i n t r a m o d a l ccmpe*. . 

A I d->n't want t o t ake the ^ime t o read t h e 

whole c o n t e x t h e r e , but my pc 

C I am ne t . .. rg ycu w i t h t h s 

c o n t e x t . Do you agree w i t h t h a t sentence? 

A I c a n ' t agr*^e w i t h -hout 

knowing what t he c. -

r a . i n i n g o u t s i d e anc we were i n a rccm v - cw 

c e u l d n ' t ag ree o r d i s a g r e e , 

here ce whole c o n t e x t , 

t i t o t i n t e r f • on T.Ĵ  ; 

Q A l l r i g h t . Let's h 

whe^-her the e x i s t e 

ALDERSON REPC 

20 f ST., N W., WASHING! 



1 3 , 5 7 6 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

l l 

A I i n t e r p r e t t h a t t c mean tbatt t hose o t h e r 

forms c f c o " ( p e t i t i c n may ne* be sc u n i v e r s a l and so 

c o n s i s t e n t i n t h e i r e f f e c t i v e n e s s t h a t t h e r e i s no need 

f c r any i n t r a m o d a l c o m p e t i t i o n . And t h a t I agree w i t h . 

We d o n ' t knew. 

These f o r m s o f c o m p e t i t i o n a re so u n i v e r s a l 

t h a t t h e r e i s no l o n g e r any need f o r i n t e r m o d a l 

c c m p e t i t i o n , and i r d e e d , as I have s a i d s e v e r a l t i i r e s 

h. I s p e n t an a w f u l l o t o f t i m e l o o k i n g a t i n t r a m o d a l 

c c m p e t i t i o n . 

JUDGE HOFKIN - K h a r a s c h , I t h i n k we ought 

t e t a k e a break now. L e t ' s t ake 15 m i n u t e s . 

(Whereupon, a b r i e f r e c e s - was t a k e n . ) 

JUDGE HOPKINS; Back en the r e c o r d , 

^ r . Kharasch , 

BY HR. KHARASCH; ( R e n 

G L e t ' s h u r r y t h r o i : 

sub; * ance o f your c t aTe r ren t . ^ • * 

p r e l i m a r i e s e v e r . 

Page 3U, p l e a s e . 

A 0 * my c t " 

Page 3U • 

r e a d i n g f r o m the m 

: C l i o « - ior . ' ' "n s i t ; • 

cve compet: 

we can get t c 

20 
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V--A-' w.s"',NC'rc.M Zic ;'-ooi 9300 



13 ,5"'7 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

app l i can t s are no longer a. f r i e n d l y connec t ion , t rackage 

r i g h t s ever app l i can t s tc r e s t o r e the ncn- includad 

c a r r i e r s ' access tc markets i t p r ev ious ly reached i n 

j o i n t l i n e se rv ice can be r equ i r ed tc ame l i c ra t e 

reduct ions i n c o m p e t i t i c n . " 

Dc you agree cr disagree w i t h t ha t 

statement? 

A Yes, I dc agree becauce cf the context o f i t 

and che c l e a r meaning of i t , which , i f you read the 

seccnd sentence of t h a t same paragraph, i t says, "Where 

p a r a l l e - l i n e s come under a p p l i c a n t s ' commor c o n t r o l , " 

et c e t e r a , e t c e t e r a , »̂ t c e t e r a . 

I i n t e r p r e t t h a t , and I have only read i t r e a l 

f a s t here, but I de i n t e r p r e t t ' -at tc crsist '-^nt •.•ith 

the a n a l y s i s t h a t 1 gave ycu twe or thr«=e times 

e a r l i e r . I might add t h a t I d c r ' t ;;ee any -uch p a r a l l e l 

l i n e s . 

G Ycu do net i,e*. 1 ; . • access to 

Mexico any p a r a l l e l l i n e s ? 

A Tr the e a r l i e ; .'.ement I wa 

p a r t i c u l a r ^ . i t u a t i c n . In - '^ ^ - - . ^ < .- - - v,, t you 

j u s t asked, I would v. ed , b 

analyze i n uy sec t ion on Mex. 

i 

Do you agree at th-

•K-

ALDERSON REPORTiNG COMf < 
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HKT-C-c ; t h a t t r a c k a g e r i g h t s are a. i u p e r i o r type c f 

p r o - c o n p e t i t i v e c o r d i t i e n ? 

A Y e s , I dc agree i n * - —e *hat t r a c k a g e 

r i g h t s are s u p e r i o r t o the o l d c c n d i t i c n s which were 

g r a n t e d yea r s aoo to c o n s t r a i n a p p l i c a n t s ' r a t e s , e t 

c e t e r a , e t c e t e r a , and tne way those o l d c o n d i t i o n s were 

a p p l i e d a t t h a t t i m e , i n t he p a r t i c u l a r ways t h a t they 

were a p p l i e d t h e y vere a n t i c c m p e t t t i v e , whereas t r a c k a g e 

r i g h t s are not as l a r g e a problem as t h a t . 

Q Do you agree or d i s a g r e e t h a t t r a c k a g e r i g h t s 

p r o v i d e a n o n - i n c l c d e d c a r r i e r ' he o p p o r t u n i t y t o 

be a f u l l - f l e d g e d c o m p e t i t o r i n *"• -^arket by o f f e r i n g 

a l t e r n a t i v e r a t e s and s e r v i c e s ? 

A I agree i n the sense t h a t t r a c k a g ? r i g h t s 

under c e r t a i n c i r c u m s t a n c e s can ca - >̂  .̂ c a r r i e r t o be a 

f u l l - f l e d g e d c o m p e t i t o r i n - t s . 

C Dc you agree w i t h Dr . Hymson t h a t i n t r a m o d a l 

c c - c e t x t i o n 1:̂ , , V , , , ^ , . , 

n o t t h e government i s t c ot 

s e r v i c e , t h a t i s , ' a l ? 

A : 1 d at .LC ;i " ' 

yes. Ey that I mean, a we Sc. 

z , i n t r amcd 

- h l n k . 

25 G Do yc t ha 
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f o r wh ich t r u c k s e r v i c e and r a i l s e r v i c e a re f u l l 

s u b s t i t u t e s ? 

A I n my append ice s C and E, I f o u n d t h a t TCFC 

s e r v i c e and t r u c k s e r v i c e are i n e f f e c t what ycu c a l l e d 

f u l l s u b s t i t u t e s , and a l s c boxca r s e r v i c e and t r u c k 

s e r v i c e are f u l l s u b s t i t u t e s . 

C Does i t - f o l l o w f r c m t h a t s t a t e m e n t t h a t t h e r e 

wculd be no harm t c t h e p u b l i c i n t e r e s t i f cn ly one 

t r u c k e r were a l l o w e d t o o p e r a t e between any p o i n t s where 

t h e a p p l i c a n t s o f f e r TOFC s e r v i c e ? 

A T h a t sounds l i k e a non s e g u i t c r . Can you 

e x p l a i n i t t o me? That sounds l i k e a non S ' - q u i t u r . 

Q 3 u t i t seems to me t h a t i s what ycu s a i d . 

B a i l and t r u c k a r e f u l l s u b s t i t u t e s , and I asked you f c r 

an example , and you g i v e T'̂ FC t r a f f i c , TOFC. I s t h a t 

r i g h t ? 

A Tha t i s c o r r e c t . What I s a i d was, I d i d n ' t 

und ^ -z-̂  the q u e s t i o n . Can yeu expi *-' •- -• - * i o n 

to me ? 

0 1 1 and t r u c k are f u l l s u b s t i t u t e s f e r 

TCFC t r a f f i c , would t h e r e b- • • ' - - *- * -̂ - •• 1 i c 

i n t e r e s t by p r o v i d i n g t h a t tner*' may be on l t r u c k 

l i n r a t l n ; , 

" ' r r ' - -r, r v i c e 1 I t i -. • ,1 11, 

20 
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ft Tha t i s e u i t e a h y p o t h e t i c a l - I t h i n k what 

you j u s t s a i d w . c , we reduced the number o f 

e o . p e t i t o r s f r o m thousands down te cne , wcu ld t h e r e be 

an adverse i m p a c t . 

C Y e s , s i r . 

*^ +>,ti+ vc i - l d be what cne would A And my answer i s , t h a t w c i i a c t 

expect in many -as es . 

Q An adverse impact? 

A (Nods a f f i r m a t i v e l y . ) 

JUDGE HOFKINS; Ycu yes? 

THE WT-^- ' -S; I s a i d y e s , b u t meaning wh * 

j u s t d e s c r i b e d i t c s . 

JUDGE HOPKINSi W e l l , you nodded your h e a d . 

I c u d i d n ' t say y e s . 

BY MR. KHARASCH; (Resuming) 

C Please e x p l a i n wha verse i . p a c t wou ld 

be i f t r a c k e r s were reduced f r o m thousands to one 

he TCFC t y - ' ^ -

MS. PEED; Counsel c a t i o n , ar^-

k , r Y t n t c 
assuming t > ' . t - e p p c r t i , 

t r u c k ing? 

'•CWt 1 

meaning of the w. . . T -

a harm t o the P-

AC 

OGbk 
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.^4 

t o e x p l ^ ^ i n , p l e a s e , what t h a t harm i s . 

THE WTTKr^S; W e l l , when I s a i d t h a t , I s a i d 

under c e r t a i n c i r c u m s t a n c e s c r w h a t e v e r . Sc t o be more 

s p e c i f i c I would have t c expand on your b y p c t h e t i c a l , 

and I wcu ld say i f c o m p e t i t i o n was l i m i t e d to t r u c k e r s , 

and t h e r e was no o t h e r aspec t cf c c n p e t i t i e r i n t h a t 

p a r t i c u l a r h y p o t h e t i c a l , under those c i r c u m s t a n c e s , i f 

the Commiss icn or some c t h e r body reduced the t r u c k e r s 

t o one and made t h a t a permanent c o n d i t i o n , then you 

would have a monopo ly . That i s a p r e t t y extreme 

h y p o t h e t i c a l , b u t i t sounds l i k ^ . . you are g e t t i n g 

a t . 

BY MR. KHARASCH; (Resuming) 

C You have f a l l ^ - n o f f the h y p o t h e t i c a l . L e t us 

assume marke ts where today the app i c a n t s a t e p r o v i d i n g 

TCFC s e r v i c e . I n those marke e p r o v i d i n g 

TOFC s e r v i c e , would t h f . 'nv harm t c t h e p u b l i c 

i n - ^'-.^ I ' ' he nuirber c: L: , .C, ' .e tc :n .hos-^ marke t s were 

reduced t o one? 

A Okay , l e - t h e h y r 

d i r e c t i c n , which ' i t ; - . , 

Q , Mr . Wj 

20 
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de i t . 

THE WITNESS; There i s no answer to tha t 

w i thou t more f a c t u a l s . I n o ther words, ^r - "hypothet ical 

ha."̂  t o have more d e t a i l i n i t i n order to have an 

answer. I am prepared to take any d e t a i l , but they have 

got t o be i n t h e r e . 

I t h i n k the d e t a i l t h a t ycu are g e t t i n g ; * 

which i s missing i s , and I t h i n k you wcn ' t mind th i . ' -

hypot he t i c a 1 , i s jv.st hypothesize tha t we are t a l k i n g , 

say, Phcenix to l c s Angeles, and a l l of a sudden every 

t r u c k i n n f i r m t h a t operated on tha t marset ?.nd ^very 

t r u c k i n g d r i v e r tha t drove tn * ' ' - • 

out o f business or had a ĥ - t t ack and died one 

n i g h t . 

BY MR. KPAPASCH: (P-'-uming) 

Q No, t h a t i s not wha* 

asked y c u t c a s s u n e t h a t a l l the t ' .anted 

tc > .-• r*- •- . '! Ix to los Angeles ; c j .i y , Phoenix to Lcs 

Angeles, a l l the t r ucke r s are ccnsol ida* one 

truck f i r m . 

A O k a y , ' ' ^ " . 

G N J t th<: 

d y i n g . 

.T r r nn -

t a l k i ; 

ALOE-iiON REPORTING 
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p r o b a b l y own.9rs o f *he t r a i l e r * owners e f the 

t r a n s p o r t a t i c n u n i t . c . 

THE vriTNESS; Y e s , so t h a t i n e t f e c t t h e r e i s 

o n l y one f i r m , one t r u c k i r i g f i r m i n t h a t marke t , b u t 

n o t h i n g e l s e has changed f r o m what we know about i t 

t e d a y . 

I would say t h a t would not have any 

s i g n i f i c a n t adverse e f f e c t cn the p u b l i . . - e r e s t 

because the s u p p l y response i s sc r a p i d i n *he t r u c k i n g 

b u s i n e s s , i t depends a l i t t l e b i t on whether i t I J -

r e g u l a t e d o r u n r e g v l a t e d . 

But i n a r. u a r » : g u l a t e a c c w r c d i t y , f c r c-xair.pxt, 

*hey respond t o changes i n demand ard -ucks around 

i n a d a i l y manner . 

BY Mp. V" • 'CH ; ('-ei^uming) 

Q '. u . N c w , .-̂  i r - -

A I am n o t dont 

C B u t y o u * - . ] • . _ - y 

h y p o t h e t i c a l . 

JUDGE HOP*'IN: T 

d o n ' t . v. . . . . . . . - r-U 

.n what h-

ALDERSON REP 

20 f '-.-^ "' '-^ W.\''''lr>: 
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JUDGE HOPKINS; That he was d o i n g . 

MS. RFFD; You are nc - l e t t i n g h i r answer h i s 

quest i c n . 

JUDGE HOPKINS* I w i l l handle i t , Ms. Reed, 

please . 

BY MR. KHARASCH* (Reseming) 

C May we please consider t h i s? L e t ' s take 

Phoenix to l cs Anqeles market, - ycu wish , and l e t us 

assume that a l l the uck icg companies are cut i n t o on^ , 

and on ly t h a t t r u c k i n g company i s a l low, opera te , nc 

more e n t r y . 

JUDGE hCiKINS; That t s d i f f e r e n -

d i f f e r e n t s tatement than you made p rev ious . 

Kharasch. 

THE WITNESS* Ycu added a new f a c t 

h y p o t h e t i c a l . Tha' I sa. "e«ded some more 

facts. There's .1 n.- • . . . „^ 

answer . 
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C What cther f a c t s do ycu nefd to know to t-^11 

me whether public i n t e r e s t i s af f e c t e d h' - t r i c t i n g 

Phoenix t o los Angeles TOFC type t r u c k i n g t e one 

t r u c k i n g firm? 

A Other sources of competiticn and the 

p a r t i c u l a r commodities i n v o l v e d , a l l the other f a c t o r s 

t h a t i n f l u e n c e the market l i k e t h a t . 

Q Let us assume t h a t th.^ c*-. - cource e*" 

competition i s r a i l r o a d s . 

A Fcr c l ^ c a t i e n , you are saying there are 

only twc sources o *' • -• • lon. ' -c •- - — ^ 

c n pet i t i o n , a l l these cther we know to 

the r e a l world are assumed away? 

Are you sayino that t*-'e only source of 

ccmpetition here i s j u s t one truckin<7 company and cne 

r a i l r o a d and no t r u c k i n g company i s allowed to enter? 

How about pip.-' Are they allowed t c 

enter 

o the: 

23 

Q 

A 

G 

A 

J abcut TCFC * 

I'm s o r r y . 

" a f 
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Q Mc, I believe there are t w d / r a i l r e a d s , a r^ 

there net, s i r ? 

A You said one r a i l r o a d a minute aae. 

Q Are there not two r a i l r c a d s between Phoenix 

and Los Angeles? 

A I n yoar h y p o t h e t i c a l I am speav 

Q Are there not teday two r a i l r o a d s ? 

A Let me f i n i s h the h y p o t h e t i c a l , ckay? I w i l l 

answer t h a t . Believe me I w i l l answer i t . 

JUDGE HOPKIN-; - r . Kharasch, i n your 

hy p o t h e t i c a l — 

KHARASCH* I e . us s t o f . 

JUDGF HOFKINS; Just a second, 

h y p o t h e t i c a l , are you s t a t i n g t h a t you are - ' -~ say 

that there are two r a i l r o a d s ? c going en i s i s 

t h a t yot were s a y i r g there was one r a i l r o a d and one 

t r u cv vcw, l e t * - * *- *̂ -- r 1 n . 

Are you saying there are two cr ore? 

BY MR. KHARASCH: (F^cumino) 

G T her e i s the pr esent ^ . 

b e t we e n P h 0 -

The 

on*=, ^ w h i c h T Z -̂'T -̂

t r u 1 lowed 

-on s i c 
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r a i l r o a d s ard t rucks are f u l l subs t i%l i t es , 'y quest ion 

i s , f o r t h a t t r a f f i c , i s there a bad e f ' " - - on the 

pub l i c i n t e r e s t f rom r e s t r i c t i n g al t r u c k s to one 

and now a l l c w i n g ary c ther one tc enter? 

A I hcpe I understand t h i s now. You've got two 

r a i l r o a d s and the assumption i s a l l the t r u c k i n g 

companies are melded i n t o one t r u c k i n g company, and 

there can never be any ether t r u c k i n g compary, an -" *h e 

a d d i t i o n a l assumption I t h i n k yeu are making i s there 

can never be any o'-her scurce o f c o m p e t i t i o n , ani given 

those assumptions, t t i s a pure thousands of ccmpe t i t ers 

dcwn to t h r ee compet i tors and no other source of 

c o m p e t i t i o n , and I wecld b= ecrcerned i s 

not remotely the way the world works, hut t ha t 

h y p o t h e t i c a l . i - tua t ion I wculd be concerned abcut . 

C L e t ' s t u r n to your statement at , 

c.nd 7 . 

Are you ex pla in i ' 

i n your methodologj f a r t h e r 

can be above compe t i t i ve " . v-

cf var iab le costs cr more? 

methodol - - • 

iret bode logy ic ' h * **-•-• ccnce^ ?-ark 

of 

, and 7 *hat 

t ement n 

. . 180 r e T r>n t 

n e e o -

75 '! 
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t h a t I analyzed t o see where competi-t icn wc -> ' ' ' a c t ive , 

and I found — my T^thodology i s tha t wherever 

compet i t ion remains e f f e c t i v e a f t e r the merger, there i s 

no adverse e f f e c t en compe t i t ion an ' *' -re is no need 

f o r any remedy, and I used the l e g i s l a t i v e guidance 

which , by my r e c o l l e c t i o n , was supported by a l a rge 

number cf economis ts , t b a t the r a i l r e a d buc - • i s o f 

the na ture such tha t - - and I am not sure f I an going 

too long h e r e , but i t i s cf a nature t h a t -mo p r i ces 

are of necessi ty below average ccst and som -re 

of necess i ty above average c o s t , and t h a t as a :iiatter of 

f a c t , ne r a i l r o a u narkets i n which the p r i ces are below 

180 percent are ones where compet i t i c , i s i n e f f e c t i v e . 

There are some presumably t h a t are above t h a t ra te where 

ccmpet i t ion i s a lsc e f f e c t i v e , but as a c u t c f f , tha* i t 

was s a fe t o assume tha t i r no marke* - i tes are 

below ISO percen- r l e c c s t , compe t i t ion i s 

i . • 

Q And i f c cmpe t i t i on i s e f f e c t i v e , >• ine 

i t , r a t e s can r i s e to a t l e a s t 160 percent cf v a r i a b l e 

coc irm, i s tha* t? 

^ T *" I understand tba t q u e s t i c - . -

answer is yes . 

T t h i n 

belo V 180 per ' ' 

ALDERSON HEPORTif^C COMPA' 
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then c o m p e t i t i o n i . : s t i l l e f f e c t i v e , artd t h a t i s 

c e r t a i n l y t r u e . 

Q And t h a t i s t h e way ycu uc^ i t i n your 

s t a t e m e r t . C c m p e t i t i v e p r i c e t c you means a p r i c e 180 

p e r c e n t o f v a r i a b l e c o s t or l e s s ? 

A A o m p e t i t i v e p r i c e t c upans a p r i c e where 

t h e r e i s a l a c k o f market d c m i n a n c e . 

Q I am t r y i n g t o ask you t o be v e r y c l e a r . 

A Tbe answer t o t h a t one i s n o . 

Q L e t us say t h a t we have a p r i c e a r d t h a r e i s 

i n t h i s — - h i s p r i c e i s 179 p e r c e n t o f v a r i a b l e c c s t , 

p r i c e f o r r a i l s e r v i c e . 
I n your d e f i n i t i o n , i s t h a t p r i c e n e c e s s a r i l y 

a p r i c e wh ich i s c c m p e t i t i v e ? 

A Tha t i s c o r r e c t . 

Q And t h e r e f o r e , i f t h i s merger were i n a 

p a r t i c u l a r scvement t o r e s u l t i n - e 

p r i c ' " 7 1 , .cay, i aO p e r c e n t up t o 180 perc^^n* o f 

v a r i a b l e c o s t , you wou ld cor e re had bee-

anticompetitive e f f e c t ef tt 

A A l m c s t . I s t h a t a 1- - answer? 

JUDGE HOPKINS; Gc a? 

-WITNESS; We are t r y i n g t o .'h t 

an t a i i t i co : -

ALOtRSCl^i r<cF-v/K 1 .Nu COMPANV, INC 
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p r o v i d e d t h a t c o m p e t i t i o n remains e f f e c t i v e a f t e r the 

merger . 

BY MP. KFARASCH; (Resuming) 

Q And c o m p e t i t i c n remains e f f e c t i v e a f t e r the 

merger as I c n g as the pos tmerger r a t e i s belcw 180 

p e r c e n t o f v a r i a b l e cot. t? 

A T h a t ' s r i g h t . The p o i n t I t h i n k here i s t h a t 

c o m p o t i t i o n e i t h e r i s e f f e c t i v e c r i t i s n o t e f f e c t i v e . 

I mean, i f ycu are an e c o n o m i s t , i f you I c o k a* a 

m a r k e t , you c a n ' t say t h a t cne c i r c u m s t a n c e i s *he ^rac•• 

same f a c t s , a l l o w ycu t c say i t i s c o m p e t i t i v e , i n d i n 

seme c t h e r c i r c u m s t a n c e s , t he exac t same f a c t s a l l e w yeu 

t o say i t i s n o t c c m p e t i t i v e . 

G New, s i r , a t t b e moment, p l e a s e , I am n o t 

a s k i n g you e i t h e r to *.= 11 me someth ing abcu t economis t s 

g e n e r a l l y o r t o a n t i c i p a t e what I am g e t t i n c a t . I a m 

s i m p l y q u e s t i o n i n g the usage c f the words i n ycur 

s t a t - - 1 *• f - a cr 7 -> cd 1 : . . .« - - . e y o u 

r e f e r t o r a t e s abovt c; ' - l e v e l s or c o m p e t i t i v e 

l e v e l o f r a t e s , y o i t^rcent o f v a r i a b l e c c c t , 

i s t h a t r i g h t ? 

A T h a t ' s net r i g h t . 

G What ' s net r - you 

. a t e above compe. I p v e l ? 

ALDERSON REPORTING COMP 

20 •= ST.. N.W.. WASHINGTON, D C. 201 9300 
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i s market dcminance , t h a t a l a c k c f market ance 

means t h a t c c m p e t i t i o n i s e f f e c t i v e , and t h a t i f 

c c m p e t i t i o n i s e f f e c t i v t i n a m a r k e t , then t o an 

eccnomis t i t has t e be e f f e c t i v e r e g a r d l e s s o f what t h e 

g u e s t i o n i s t h a t ycu a re a.-sking. Tf a raarket has 

e f f e c t i v e c c m p e t i t i o n w i t h a g i v e n se t ef f a c t s , then i t 

j u s t p l a i n i s e f f e c t i v e c e m p e t i t i c n . T h e r e f o r e , I am 

s a y i n g t h a t i f a market - - i f t h e r e i s no market 

dominance, t h e r e i s a l a c k e f marke* dcminance , t h e n 

c o m p e t i t i o n i s e f f e c t i v e . 

Q The d e f i n i t i o n c f market dominance you choose 

however i s a d e f i n i t i o n where i f the r a t i c cf .-ate to 

v a r i a b l e c o s t i s below 180 p e r c e n t , t h e r e cannot be 

marke t dominance, -^hat r i g h t ? 

A T h a t ' s n e t a d n i n i t i o n o f e f f e c t i v e 

c o m p e t i t i o n , bu t the l a s t h a l f c f what you s a i d was 

t r u e . Can yeu break i t up? 

G L e t me se-2. l a t e r i n ycur s t a t e - n p n t , i f t e r 

page 7 , you t a l k abou t c c m p e t i t i v e l e v e l s o f r a t e s , and 

your i n q u i r y to d e t e r m i n e whe the r t i s a chance o f 

r a t e s be ing r a i ' ~ f d ».bov<^ rcr^r*--* * i v^ i ay. : • , 

A Where cn page 7 dc 1 cay tha t . ' 

Q No, I s a i d 

P Where do T cay t h a t f < - a c t l y ? 

C J h t , o a p a g e fe a n d 

ALDERSON REPORTING COMPANY, INC. 

20 f ST, N W , WASHINGTON, DC 20001 ,202! 628-9300 

n n I. rw^m^m c^ 
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my a n a l y s i s i s d i r e c t e d t o d e t e r m i n i n g where c o m p e t i t i c n 

would be reduced t c such an e x t e n t t h a t r a t e s c o u l d be 

r a i s e d above c o m p e t i t i v e l e v e l s . 

How, s i r , p l ease l i s t e n v e r y c a r e f u l l y t e my 

q u e s t i c n . My q u e s t i o n i s , i f a r a t e i s below 180 

p e r c e n t of v a r i a b l e c o s t i n your usage , i s t h a t r a t e 

n e c e s s a r i l y not abcve a c o m p e t i t i v e l e v e l ? 

A Tha t i s c o r r e c t , as I t h i n k I have s.aid 

be fo r e . 

Q Have you ever c a l c u l a t e d how much money would 

be earned by these a p p l i c a n t s i t d i d r s i s e t h e i r 

r a t e s t e 160 p e r c e n t o f v a r i a b l e c c t ' ' 

HR. MARTIN* Excuse me, Ycur H o n o r . T h i 

j u s t so I unde r s t and what the word was. 

D i d he say d i d c r c o u l d ? I j u s t d i d n ' t h e a r . 

MP. KHARASCHi Have y c u . 

MR. MARTIN; fchether the., i s e cr c c u l d 

ra:. , was t h a t t h e g;: * on? 

THE WITNESS* l o u d i d n ' t use e i t h e r cne? 

Y ' . KHARASCH; N. 

JUDGE HOFKINS; Why d c - ' * you r e . i t ? 

S o r r y , M r . K h a r a s c h , t u t 

ahead 

p '/ M -• V' J.: S t) 5 <- - ! . ' 

he q u e s t i o n 

ALDERSON RtPOKTiNo CoM»-t..»-, • 

20 I- M W WA$HIWCTOM r) C 20001 '7' . . 0 0 

i'-ymsmmtWmmMMUMU', 
• 'W^w; w i» mmW ' • * WS'' 



1 3 , 5 9 ? 

IV „ , 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2-1 

22 

23 

money * • p p l i c a n t s would make i f they made 180 percent 

of t h e i r v a r i a b l e ccst? 

A I have never c a l c u l a t e d that number because I 

knew such a t h i n g cculd net happen. 

Q Have you read a most i n t e r e s t i n g document 

c a l l e d KCS-C-1 i n *his case? 

A I f i t i s what I t h i n k i t i s , I c e r t a i n l y 

have. 

C I t i s an i n t e r e s t i n g dccuirent to an economist , 

i s i t ne t , s i r ? 

A Y es. 

G I s i t c f t e n t ha t econc. get tc read in the 

case o f a merger what i s recommended to the board cf on? 

of the merger par tners as a i ason fo r the merger? 

A A c t u a l l y , my e a r l i e r answer was based on a 

misunderstanding of what KC ' .'as. 

C Oh, I'IT s c r r y . KCS-C-I, c i r , i : ; 

198"" r e p o r t to the Pcard ci . c t c r s cf t ; 

I n d u s t r i e s . I t i s c o n f i d e n t i a l . 

A I new understand what i t i s , and rece ive 

tha md T y, 

I IccAtd at I t i t i iL: ii;cr. Mfig . i •. w " ' - • - . 

I can say I have a ' 

guarantee 10> n . 

• r . r o c - ) » , B f O A B T ' M C , e C M P . » . » i y ' H T 

2C .9300 
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o f t h i s week? 

A I d i d n ' t r e c e i v e i t u n t i l Monday c f t h i s 

week . 

C When were you g i v e n copy o f my l e t t • 

A p r i l 1?, 1985 , which was t h e I c n g dccument n o t i c e f o r 

ycur c ress e x a m i n a t i o n , s i r ? 

A I d o n ' t r e c a l l t h a t l e t t e r . Ccu ld I see i t t e 

l ook a t i t ? 

Q 

A 

Q 

A 

Q 

S ure 

I ' m s o r r y , I c a n ' t answer t h e q u e s t i c n . 

Oh, you 've never .ceen t h a t ? 

I may no* h a \ e . 

D i d you r o t e cn KCS-^' ' ' you r p e r u s a l a 

c a l c u l a t i o n hy t h e people p r e s e n t i n g t h i s a? 

• *rrger b e n e f i t s a c a l c u . . : - oun t cf none/ *h«=̂  

Santa Fe woe " d i t i o n j o t i t s e : 

p e r c e n t of t - a r i a b l e cos t? 

A " - - ' ' * 

specific freight. . emeiober one " 

whole . 

M a , 

made a l e ' 

Q B y you r 

N W WA 
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p e r m i t t e d r < » v e n u e / c o s t r a t i o l e v e l o f 170 percen t , a 

revenue i n c r e a s e o f r o u g h l y 30 p e r c e n t would r e s u l t . 

Based oc 1981 f r e i . . h t revenue l 6 \ e l s , t h i s would amount 

t o a lmos t $700 m i l l i o n c f a l l o w a b l e bu t u n r e a l - z ^ d 

p r o f i t . " 

" S . REED; I s t h e r e a g u f s t i o n p e n d i n g . 

Counsel? 

C 

A 

C 

A 

G 

senta nc-

t h 

JUDGE HOPKINS; He i s g o i n g t o ask one 

BY MR. vppcASCHi ( P e ? u i r i r g ) 

D i d you tee t h a t ? 

No , I d idn • ' t h a t . 

What pag*^ i s t h a t on? 

32 and 33. They are numbered on the \ 

They a re a l s o numbered a t the t o p . 

Read the b o t t o m . 

(Pause) 

Have you read t h a t ? 

I e s, I r ead * ha t 

- o u r s e , ' ' ! ' ' • - ' • " ' n o f 

7 cor 

fflodfeii o 1 t r -i V. t c 1 t .' j.on , " • 

k Va 
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p o r t i o n may be a v a i l a b l e . 

Q R i g h t . 

Now, do ycu c o n r i i e r - - a c a i n , we are 

r e f e r r i n g t c you s t a n d a r d o: c o m p e t i t i v e p r i c e dc you 

c o n s i d e r , l e t ' s say — l e f s t a k e t w i c e t h e f700 

m i l l i o n , and we w i l l add some th ing because we have gone 

f r o m 17C t o iec p e r c e n t - - do yeu c c n s i d e r ( 1 . 6 b i l l i o n 

a d d i t i o n a l revenues t o t h e a p p l i c a n t s f r o m h ighe r 

f r e i g h t r a t e s , i f t h a t were to be the e f f e c t - f a 

me rge r , would you c o n s i d e r t h a t ^ i . c b i l l i o n i n t h e 

p u b l i c i n t e r e s t o r n o t \n i n t e r 

A The answer i s y e s . 

C Which? 

A I t would net be i n the pub; t e r e s t . 

W i t h o u t h a v i n g t h e oppo r t un '/ *c c a r e f u l l y a n a l y z e 

t h a t , l e t me make the f c l l c w m g assumpt ionc wnich I 

t h i n k are r e a l i s t i 

a t : ; '. .-. wcu 1 

when I made t h i 

no l o n g e r a p p r o p r i 

170 p e f - ' n * , f o r f---* ' 

- e s t . 

Q More t h a n ave 

A 

was be": 

amount i s s a y i n c t h a t 

•̂ h what , 

' make the a n a i y s i 

180 pe rcen t of v a r i a b l e c o s t . 
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above average c o s t . And some t r a f f i C ^ p r e s u n a b l y w c u l d 

be s u b s t a n t i a l l y above average c o s t . They would be 

making monopoly p r o f i t s , and the a ssumpt ions which are 

r e a l i s t i c i n the r a i l r o a d b u s i n e s s b u t n o t i n t h i s 

h y p o t h e t i c a l w h i c h I made i n my a n a l y s i s , w c u l d no 

l o n g e r h o l d . You fcould have t c have a d i f f e r e - * - ^ c d e l , 

and i n t h a t model I would be c o n c e r n e d . 

Q New, i s ycur ISC p e r c e n t d e f i n i t i c n — we a r e 

j u s t t a l k i n g about your d e f i n i t i o n i n your s t a t - p n t 

i s you r 180 p e r c e n t d e f i n i t i o r f i n i t i o n t h a t a p p l i e s 

t c r a t e s f o r p a r t i c u l a r ccmmodity movements , o r a r e you 

t a l k i n g abou t 180 percen t earn ' ''̂ ^ - ^ ->*^-pr i se as a 

whole? 

A I t r e l a t e s t o p a r t i c u l a r movements. 

C P a r t i c u l a r movements. 

A A s l s a i d a m i n u ' , i * 

earned t h ^ t n s t i t u 

ce 

have l y p r o f j t s , whereas i n 

i s most t r a f f i c , very much 

p e r c e n t , and we -â . '-ve ec-

. Wbat we ;s economic 

! r ^ .;Pd t h a t f i ^ke l e s s than nc 

.n econo " 

p e r c e n t 

u w c u l d have a 

yeu wou ld 

-yj wha t wa • ' 

180 

T o n c po 1 y 

REPORTii-

JOO 
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where the a u t h o r s were ^ i i s c u s s i n g t h » f i t - ty c f the 

r a i l r o a d s t c se t t h e i r r a t e s a f t e r the merger? 

A Y e s . 

Q Would yoi-' l o o k a t page 00032 at t h e bo t tom 

t h e r e , and l e e k up a t t h e pa ragraph numbered 1 , s i r . 

Do you agree t h a t as a consequence o f t h e 

S t agge r s Ac t and the new d e r e g u l a t i o n env i ronment 

r a i l r o a d " - have enhanced o p p o r t u n i t y t c f a v c r t h e i r cwn 

s i n g l e - l i n e r o u t e s between o r i g i n and d e s t i n a t i o n 

p a i r s ? 

A T e s , and by t h a t I mean t h a t cne i r c b l - - t 

was w i d e l y r e c o g n i z e d a* t h o • i g g o r s Act was 

be ing debated was r a t e e q u a l i z a t i o n tetwet-a r o u t e s , and 

p r i o r t o Stagg'^r^^ Prt 'her** wer*- ' numbers of c -u t e s 

t h a t a l l had t h e saite r a t e , r e g a r d l e s s of hew 

e c o n o m j c a l l y e f f i c i e n t they w e r e , i n d one purpcce c f the 

S t agge r s Act was t c a l l o w r ng mecha *o be 

r s e l as i t <^hculd l ' - ' , *o induce the f r e i g h t t o move o v e r 

t h e most e f i i c i e n t i c u t * . . Zu my answer i s y e s , bee • 

what t h i s sounds l i k t e mt- a l l o w e d t o use 

mechanisms, p resumably p r i c e s , to c :;he t r a f f i c t o 

w - ,. .over t h e i r e f f - - ••' ' ' - • * 

f o r two ccr 

One o ! i e C H -
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G "^hat i s one o f the c o n d i t i o n s . 

New I w i sh t c ask ycu a , j - s t i o n . 

One o f the c o n d i t i o n s f c r a r a i l r e a d t o set 

i t s s in- .- le l i n e r a t e s i s t h a t i t t h - o n l y c a r r i e r 

s e r v i n g e i t h e r or bc th the o r i g i n c r t e r m i n a t i o n , dc yeu 

agree w i t h t h a t ? 

A I ' m n o t sure I unde r s t and t h e s i g n i f i c a n c e ef 

t h a t one . 

May T th i n k abouit t h a t f c r a seccnd? 

(Pause) 

One way cf l o c k i n g a t t h a t - - and I c a n ' t 

swear t h a t t h i s i s the way they l o o k e d a t i t because I 

d c n ' t r e a l y know what t h e y were t h i n k i n g , be t cne way of 

i c o k i n g a t t h a t i s t h a t t f they d o n ' t s e r v e e i t h e r t h e 

o r i g i n cr t h e d e s t i n a t i o n , i t t r i p l e l i n e move, 

l i k e l y to be — and I am not done y e t — and t r i p l e 1 

moves are n e t n o t e d f o r t h ^ c c i e n c - : . 

l i n e I l ooked a t a f r e q u e n c y 

w a y b i l l d a t a , -nos*- noves % 

double l i n e , ana. i tw were f o u r 

a l s o r e l a t e s t o 

Q I f 3 r a i l r o a d 1-

e r i g i n cr d e s t i n a t i o n , i t can req. . 

move on Vts rou 

A S c . T n, 

ALDERSON REF 

20 F ST., N.W.. WASHING1C.N, D C, i O v 

t he w ; ;cl e 

l i n e cr 

So I t h i n k t h a t 
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t r a f f i c . 

C Yes. But i f I am the cn ly c a r r i e r between twc 

p o i n t s , l e t ' s say that we are se rv ing both the o r i g i n 

and t e r m i n a t i o n , i f I am the on ly c a r r i e r serving the 

p c i n t s , then my rou te must be used, i s t ha t r i g h t ? 

A N o , i t i £ n o t . 

Q Oh, what would happen? 

A I t i s not unusual f c r a s i t u a t i o n where cne 

c a r r i e r serves the o r i g i n and the d e s t i o n a t i o n f o r there 

te be a m u l t i p l e o f r o u t i n g s a v a i l a b l e . 

Q That i s c e r r e c t , but i f I am m that case the 

only c a r r i e r se rv ina on--.̂  er bcth ends, I can favor my 

cwn s i n g l e l i n e r cc t e by c a n c e l l i n g a l l c ther r cu tes , 

can I not? 

A Nc, t h a t i s net t r u e . 

C Why not? 

A There are r e s t r i c t i o n s on c a n c e l l a t i o n s . 

0 Oh, whose r e s t r i c t i o n s ? 

A There are r e s t r i c t i o n s i n the law, and the 

Ccmmission has procedures f e r approving the 

I t h i n k the in.portant f a c t here -- and I 

wanted *-o e x p l a i n you asked 

MB. KHARASCH* Th. 'Ch 

. c c a d i t i o n s , and Your Honor, he w- - T1V^ anc* 

AIDERSON REPORTiNG C O M C A . - . 

•4 \* WA-Hi ' ^ '-ON DC 20001 ( 2 0 2 1 6 2 8 - 9 3 0 0 
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q u e s t i o n . 

JUDGE ' 'CTYINS: Answer h i s q u e s t i c n . I d c n ' t 

t h i n k ycu need t o go any f a r t h e r on t h a t . 

THE WITNESS; I t h i n k t h e q u e s t i o r was can 

t hey do i t w i t h o u t r e s t r a i n t , and my answer was t h e r e 

are r e s t r a i n t s , but n e v e r t h e l e s s , t h e r e i s a s u b s t a n t i a l 

a b i l i t y t o c a n c e l r o i n t r a t e s , and i n f a c t numerous 

j o i n t r a t e s have been c a n c e l l e d . 

BY MR. KEAPACCK; (Resuming) 

Q Do you agree w i t h t he s t a t e m e n t t h a t a f t e r 

major r a i l c o n s o l i d a t i o n s , wherever p o s s i b l e , the 

combin ing c a r r i e r s can be expec t ed t o r e r o u t e tr^. 

i n t e r c h a n g e w i t h u r a f f i l i a t e d companies to the naw 

c o m b i n a t i o n ? 

A T h i s i s another one where i t depends o;-

c c n t e x t and the d e f i n i t i o n s o f the w o r d s . I t i s n o t 

u n u su a l t o use words l i k e - p o s s i b l e " m e a n i n ' i t m a t o 

e f f i c i e n c y . 

Q Dc you t h i n k t h e r e are i n c t a n r e s , s i r , where 

r a i l - t o - r a i l c o m p e t i t i o n keeps r a i l r a t e s acwn? 

A Not o n l f do I t h i c t , I : . d e n t i f i e d 

c i r c u m s t a n c e s where I t h c u g b t a r e d a c t :-cn i n such 

i n t r a m o d a l c o m p e t i t i c n would be a pre : 

0 I.c TOFC t r a f f i c r 

ALDERSON REPORTING COMPAN 

20 f ST. N W WASHINGTC 
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A Up u n t i l t h i s year i t has feeen. 

Q Wculd you l o o k , p l e a s e , a t t h e t o p o f page 

CC031 i n KCS-C-1? Would ycu I c c k a t t he pa rag raph at 

t h e t o p o f the page? I t i s j u s t t h r e e sen tences . 

A Y e s , I have l o o k e d a t t h a t . 

G Would yoc agree t h a t e n t r y o f a n o t h e r r a i l r e a d 

i n t o a TOFC m a r k e t , TOFC m a r k e t , may cause a r e d u c t i o n 

i n r a i l r a t e s because o f r a i l - t c - r a i l c c m p e t i t i o n ? 

A I would say t h a t t h a t would depend on a 

v a r i e t y o f f a c t s , but t h e g e n e r a l answer i s n o . The 

g e n e r a l answer :c r o . T h i s paragraph dees no t s u p p o r t 

t he g u e s t i o n you j u s t a s k e d . T h i s pa rag raph i s an 

o r d i n a r y d e s c r i p t i o n of a c c m p e t i t i v e m a r k e t . «'hen yeu 

p u t a new c o m p e t i t c r i n a m a r k e t , t h e r e i s c f ten e i t h e r 

a t emperary or o f t e n a t emporary p r i c e r e d u c t i o n as t h e y 

ge t i n t c t he m a r k e t . I f i t happened t c h« *^at t h a t 

t empora ry p r i c e r e d u c t i o n o c c u r r e d at a t i m e when t h e r e 

were a l o t o f p r i c e r e d c c t i e n s , i t c c u l d w e l l t e t h a t 

t h e e q u i l i b r i u m p r i c e i n t h a t market went dcwn. 

I t h i n k t h i s was s i n e 1o&C we know t>'at t h e r e 

have been a l o t o f new c o m p e t i t i o n s i n c e 1 - om 

t r u - - ' ' ' and betw.aen - ^ i l - o a d s . So I w o u l d n ' t be 

s u r p r i s e d i f - - i n r a c t , I am aware t h a t C 

r a t e s have gone d o v n , scmetimes by aor -

p e r --' .'"^ * , * t ^ <-> fac*- f h e r.î -w e n t r a n t w '- t , 

ALDERSON REPORTING COMPAH 

V , WASHINGTON, D C. 20001 t i -9300 



13 ,6C3 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

l i . 

23 

24 

t h a t happened to put t h a t i n i s not s u r p r i s i n g . Rut i t 

deesn' t remotely prove tha t i t wouldn ' t have gone down 

the same 15 percent even absent the new e n t r a n t . 

Q Do you krow the use of the phrase " p r i c i n g 

snug up aga ins t " someone e l s e ' s pr ice? 

A I have heard the phrase. 

Q Would yet i n t e r p r e t that t c irean i f ay kJrice 

i s f i o , you might p r i ce a t f 9 . 9 C , snug up against my 

pr i ce ? 

A Under c e r t a i n assumptions. Ycu wculd have tc 

make a d d i t i o n a l assumptions to make tha t a t rue 

statement. 

Q We are j e s t t a l k i n g about the meaning of "snug 

up aga in s t . " I t means a p r i c e very close • 

c o m p e t i t o r ' s p r i c e , doesn ' t i t ? 

A No, i t does n o t . 

Q I t means a p r i c e very close to the p c i n t at 

whi "h the customer n i g h t s h i f t to the competi tor? 

A Tha t ' s c l o s e r . Ccnc" - - i l a t i c n s . 

JUDGE HOF'^IN^i Wt laving school h " . 

Kharasch. 

p y _ V T: ;., T> s c cT,f . f Co ^ i,'" i ^ C ) 

G New, i t IK not s u i i comr 

market to Icok and to f i n d r£-

ALDERSON REPORTING COMPA-

'H.. WASI-
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A Under c e r t a i n c o n d i t i o n s , yes . 

Q A g a i n , the c o n d i t i o n s being t h a t what they are 

p r c v i d i r q i s reasonably in terchangeable? 

A A stronger c o n d i t i o n than t h a t i s r e q u i r e d . 

0 Give i t to -̂ e. 

A They >'ave to be viewed as being equa l ly 

va luab l e . For example, i f you are t a l k i n g t rucks and 

TCFC, C.S I said i n my v e r i f i e d s ta tement , TCFC has 

serv ice disadvantages sc t h a t i n order t c be 

c o m p e t i t i v e , which t t i s , i t has to o f f e r Icwer p r i ce s 

and i n a a d i t i c n , there are some aspects cf the p r i c i n g 

which are done d i f f e r e n t f o r t r ucks than f o r TCFC, t ha t 

the w a y b i l l data i r c l u d e s e s s e n t i a l l y the l i n e hau l 

r a t e s , g e n e r a l l y , anyway. I t doesn ' t i nc lude the 

v a r i e t y of cther charges such as have been 'demonstrated 

by Forrest Baker i r h i s recen- fment . 

Oh, you read Forrest ria.'.ei. s m a t e r i a l , d id 

yeu? 

Y e s . 

Have yea read h i s l a t e s t mater 

hink so . 

Where he s t a r t e d pr 

p e l l e t s and ' ' i • 'ay? 

A I have read t h a t on c 

G . me hand ycu " 

A 

Q 

A 

Q e p la s'ti c 

ALDERSON REPORTING C^MPA^ 

W, WASHINGTON, C 1-9300 
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f rom h i s t e .v t imony i n SFSP-ua. ^ 

L e t ' s l o c k over t o what i c '^h^ t h i r d page o f 

t h i s l i t t l a e x t r a c t f r o m Ca . 5 , cage 28 of 

Mr . B a k e r ' s t e s t t m c n y . 

On t h i s page, wcu ld ycu agree M r . Baker svems 

to be p r i c i n g b u l k p l a s t i c p e l l e t s ? 

A T h a t c e r t a i n l y does appear t o be the c a s e . 

C Frcm G u l f Coast t o t h ^ wes t , Fresno and l c s 

Angele s . 

A I see New Or leans t o Fresno and 'Jew Or l eans t c 

Los A n g e l e s . 

G P i g h t . 

Onder t he TOFC r a t e , he has c a r e f i l l y f i g u r e d 

i n th e r a t e and so n ^ i . , 

s o r t o f t h i n g ? 

A Tha t i s c o r r e c t . 

Q T h a t ' s th'--' -'--'rt c f t h i n v c j ve r ' 

r e f e r : i n TOEC, t h a t ycu nav about those 

c h a r g e s , r i g h t ? 

A T h a t ' s an i s sue t h a t has to b t addr>--

yer 

G Then he also \ 

Hew, .'c ''.1. o t s er v>-

drge * r . Eaker na::. i o u n a pt,: 

subs tan* 

OfR5,C"J REPORTING COMPANY, INC. 

W , WASHINGTON, DC. 20001 '00 
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t r u c k r3*es? 

A I observe a number here c .-.t says r a i l charge , 

which i s lower t h a r the o ther number, the t c t a l nuriber 

f e r TCFC, e t c . 

Q And there are today two compe^ina r a i l r o a d s , 

are there n e t , running New Orleans to Los Angeles? 

A I t depends on t l ie nature cf the s p e c i f i c 

s i t u a t i o n . There are twe r a i l r o a d s t ha t do run between 

those c i t i e s , but as I have said b e f c r e , I am not 

prepared to accept t h a t you can always use a broad 

d e f i n i t i o r . cf a c i t y to another broad d e f i n i t i o n o f a 

c i t y and assume tha t the twc c a r r i e r s are competing i n 

every i n s t ance . 

C When ycu cay 'r-^-"' d.-. f 1 n 11 c - -e r l t y , 

you mean because there may be p c m t s w i t h m .-ioustG;,, t e r 

example, where one r a i l r o a d dee- the p l an t 

and another r a i l r o a ' ' d ^ . - ' ' 

A Tnat's right. 'er I mentioned the ey 

where i t could ever i d be twc p a r a l l e l 

tracks c. .juous, and one '--<r'"''->r would have 

shipper.^ on cne would 

access to shippers on 

Q - - ^ l l y , M' "^"^ 

there l i d 

.mow, -re s.i 

ALDERSON 
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whether t he s h i p p e r ' s s i d i n g and the < i | t s t i n c t i e n s i d i n g 

i s open t o r e c i p r o c a l s w i t c h i n g , i s th ; * - : ' ; h t ? 

A T h a t i s i i n l y an i s s u ' ^ . Ther nore 

i s s u e s than t h a t . 

Q L e t ' s s t i c k w i t h t h a t f i r s t . 

A E a i l r o a d r compete i n a l o t o f o t h e r n'ays i n 

a d d i t i o n t o the one t h a t ycu are t a l k i n g a b c u t . 

Q I f we a r c t a l k i n g abcu t semeth inn moving f r c ra 

a p l a n t t o ano the r p l a n t , we want t o t a l k abou* c t 

r a i l movement c o m p e t i t i o n f c r t he moment. 

A What I c a l l s i d i n g t o s i d i n g . 

Q Y e s . We would have t o know whether the 

r a i l r o a d c o u l d g*- de , and whether they can ge t 

t o t he o th ;= ' c i ^ i r - , 13 " tha t r i g h t ' : That means n o t o n l y 

p h y s i c a l l y , but whether i t i s a l ' 

A 

Q A n i ' - 1*- c o r r e c t tha^ t-hr'-p r»ro --omp -

l i k e Ka-isas C: r example , w 

Kansas C i t y i s opeii t c 

A T '-av---', o r 

no t 

s w i t c h ; ' ; . 

Q , , know? 

D c y o u k I 

r e re 

ALDERSC 

20 F Si , N W , WASHir. 



13 ,6C8 

1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

r u l e ? 

A I have heard t h a t s a i d t e f o r e , bu t I am not 

p r e p a r e d t o accep t t h a t as f a c t because you s a i d as t h e 

r u l e , and my observa t .^or has no t been t h a t j c u can take 

a b road s t a t e m e n t l i k e t h a t . You have t o l ook a t the 

p a r t i c u l a r s . 

Q Now, when you t a l k a b c u t s i d i n g - t c - s i d i n g 

c c m p e t i t i o n , as y c u have , i f cne r a i l r o a d says no one 

can come here because i t i s c l o s e d t c . . i p r c c a l 

s w i t c h i n g , no one can ge t he re b u t mo, i t i c my t r a c k , 

then ye t say t h e r e i s ne s i d i n g - t c c e m p e t i t i c n , 

i s t h a t c o r r e c t , a c o r r e c t use ef cne o f t he u.ces of 

you r s i d i n g - t o - s i d i n g ? 

A T h a t ' s t i e c o r r e c t use o f my 

s i d i n g - t o - s i d i n g . 

C Have you i n y c u r s t u d i e s i c r t h i s case made 

any e x a m i n a t i c n c f what mcveaen ovements 

op-", t o e c i p r o c a l », or not op-n t c r * ^ c i - ^ r c r i l 

s w i t c h i n g ? 

A Yes , I have . 

G Wher̂ --

A i n the St. 

om — T ca 

cal 1 * ^"t 

mm 
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up to me now, and I can g i v e ycu the flame ^'ou w a n t , 

b u t t h a t i n c l u d e s c a r r i e r s served by r e c i p r c c a l 

sw i t c h i n g . 

One example - - t h e r e are l o t s and l o t s o f them 

i n h e r e , b u t one example would be Texas C i t y , near 

G a l v e s t o n . The c n l y r a i l r e a d t r a c k s t c Texas C i t y a re 

the Texas C i t y T e r j i n a l Company R a i l r o a d s , but o u r 

a n a l y s i s showed I t h i n k i t was *cur cr f i v e c a r r i e r s 

t h a t s e rved Texas C i t y , and my p r e s u m p t i o n i s i t i s by 

sone s o r t o f e i t h e r r e c i p r o c a l s w i t c h i n g o r o t h e r 

agreement . Put t he p o i n t i s t h a t t h a t book i s t h e bes t 

i n f o r m a t i o n a v a i l a b l e as tc whe deec r e a l l y serve these 

p o i n t s . 

Q And i f t fcere i s nc r e c i p r o c a l s w i t c h i n g , you 

a re s a y i n g a compe t ing r a i l . - a r r i e r cannot compete 

because i t i s not a l l owed t c by the c a r r i t t h a t has the 

s i d i n g under i t s c e n t r o l , i s t h a t r i g h t ? 

MS. REED; Are you assu t h a t q u s s t i o n 

tha ' : i t i s no t t r u c k a b ' ' -

« • . KHARASCH; We a re t a l i b o u t 

: . . 1 - t o - L . : - o n f c r the moment. 

THE WITVFSS; Sot ne 

such a commcdity . . i i n g comr 
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BY MH. KFARASCH; (Resuminff) 

C I t h o u g h t you t c l d me t h a t i f t h e r e i s nc 

r e c i p r o c a l s w i t c h i n g a t a p c i n t , t h e r e cannc t be 

s i d i n g - t o - s i d i n g r a i l c e m p e t i t i c n . 

M<=". REED; Excuse me. Are you e x c l u d i n g 

a n o t h e r r a i l r o a d s e r v i n g t h a t p c i n t d i r e c t l y . C o u n s e l , 

n o t v i a r e c i p r o c a l s w i t c h i n g ? 

MR . KHARASCH; Y e s . 

BY MR. KFARASCH; (Resuming) 

C l ^ i t ' s s t a r t w i t h the p r e s u m p t i o n t h a t we a re 

t a l k i n g abou t a p l a n t s e r v e d by c n l y one r a i l r o a d . 

some p l a n t s i n t h e U n i t e d S t a t e s t h a t a t e 

s e rved by t w c , a r a r ' t t h e r e ? 

A There a r e . 

Q 0 r e ve" ' ee . 

A P r e s u m a b l y . 

Q Put g e n e r a l l y t h e y by o n l y 

A T h a t ' s my ur - r---t an-.; 

Q And f o r those t h a t a re se rved by c n l y one 

c a r r i e r , u n l e s s t h ^ r e i s r r 

ycu a r e say.. - - i r - ' - .. zn r a i l 

c o m p e t i t i o n 

y c.. t h e word "serve 

*• * m p o i n ' .'̂  r r i e 

-ss to the 

ALDERiC'f K i ; - . ' . ^ 

N W WASHINGTON, L 
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Q I n o ther words, the c a r r i e r t ha t decides 

whether to give or not to g ive r e c i p r o c a l s w i t c h i n g has 

considerable power ever tbe r a i l t r a n s p o r t cf tha t 

commodi*y, does i t not? 

A I be l i eve t h a t depends on the c i rcumstances . 

Q We are on ly t a l k i n g abcct the r a i l t r a n s p o r t . 

Wouldn ' t he have considerable power ovsr the 

r a i l t r anspo r t i f he car say I w c r ' t l e t i t move? 

MS. REED; Are you assuming. Counsel , t h a t 

there i s no geographic er scurce compe t i t i on c t work? 

JUDGE HOFKINSi I tho tgh t he was t a l k i n g about 

eut of t h i s p a r t i c u l a r p l a n t . 

MF. KHARASCH* Tha t ' s r i g h t . 

JUDGE HOFKINS; Wbat has tha t got to do with 

i t ? 

THE WITNESS; I f there was source compe t i t i on 

the re , that would be a f a c t o r , t u t I was assuming there 

was c -ource c o m p e t i t i c n , tha* th--' only k i r d cf 

compet was f o r purposes cf t h i s h y p o t h e t i c a l , 

s i d i n g - t o - s i d i n g c c m p e t i t i c g e n e r a l l y , 

;,. . . _.. g-*.o-s i d i n a cempe t i t i cn works w i t h , i n af. 

other • of com pet11 lo u , c m p e t t LO r ,. 

don ' t have e i t h e r cne or 

f o r nnrp''':" hypot 

e o t r. e r i m p o: 

AL_. '>- JN REPORTING COMPANY INC. 

20 F ST N W . WASHINGTON, D.C. 20001 (202) 6 2 8 - 9 3 0 0 
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compe t i t i o n . 

Q And i f ycu assume away a l l o f t h i s s o u r c e 

c o m p e t i t i c n , and we are t a l k i n g abcc t a p a r t i c u l a r 

movement, t h e r a i l r o a d , i f i t i s c l o s e d to r e c i p r o c a l 

s w i t c h i n g , t he r a i l r o a d t h a t has t h a t s t a t i o n can 

d i c t a t e t h e movement o f t he ca rgc because i t can o r 

c a n n o t l e t someone e l s e come i n . 

A So p a r t cf you r h y p o t h e t i c a l i s 

Q I s t h a t r i g h t ? 

A I have t e have a c l a r i f i c a t i c n f i r s t . P a r t c f 

ycu r h y p o t h e t i c a l i s t h a t the t e r m i n a l r a i l r o a d , f c r 

example , has t h e a b i l i t v t o c a n c e l r e c i p r o c a l s w i t c h i n g 

a t w i l l . 

I s t h a t p a r t o f ycu r h y p o t h e t i c a l ? 

Q I am t a l k i n g about a p a r t i c u l a r r a i l r o a d t h a t 

i s n o t a t e r m i n a l r a i l r e a d , a p a r t i c u l a r r a i l r o a d t h a t 

i s n o t a t e r m i n a l r a i l r o a d has con;, ide rab l e power over 

t r.vement n f a r a i l c h i p m e n t , dc- nc*? 

A That G a t e r m i n a l r a i l r o a d , ycu mean, l i k e 

a C lass I r a i l r o a d , f o r example? 

G Y ^ s . 

A They dc have c o n s i d e r a b l e powe c. 

Q i t . 

New, l e t ' " - sa-v en a 

20 9300 
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l i t t l e s t r i n g of p c i n t s , a l i t t l e l i n e t h a t i s mine . 

Class I r a i l r o a d , the RNK P a i l r c a d , has some mileage cn . 

which I am the on ly r a i l r o a d , and I extend beyond tbat 

ICO miles t c another d e s t i n a t i o n today . I can, as t ha t 

BNK Ra i l road t o d a y , say t h a t I w i l l make ra tes and 

routes to the 100 n i l e away p o i n t only i f I am a l lowed 

to c a r r y a l l the way to t h a t IOC mi le away f e i n t , i s 

t ha t r i c h t ? 

A Not s t r i c t l y . I t i s r e t as simple as t h a t . 

Q What i s the compl i ca t ion? 

A W e l l , there are two. r e s t r a i n t s . Cne of their 

i s economic, and the o ther i s r e g u l a t o r y . 

Q What i s the economic r e s t r a i n t ? 

A E f f i c i e n c y . I f ycur 100 mi le l i n e i s going i n 

the wrong d i r e c t i c r , adds c t - c u i t y , then i t i s not in 

your i n t e r e s t to dc t h a t . I t i s not i n your i n t e r e s t i f 

ycu wan* to make money. 

Q And r a i l r o a d s do not ca r ry t r a f f i c over 

c i r c u i t o u s r en tes , i s t b a t nhat yc'j are saying? 

A I am not sure what you me-an by s i t o u s , hut 

i f by that you mear t h a t t h . . z t dist--».nre i . . .,te ' 

always the route t h a t i s b*' c o i r t » - t , 

and p a r t l y tha t i s co r r ec t because 

f a c t o r s besides i^i'z^.ne I n v c l v i n g -

Q Now, you said there i-c an e-

ALDERSON REPORTING COMPAN" 

20 f ST N.W WASHINGTON, D C. 20001 9300 
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Wbat i s the r e g u l a t o r y r e s t r a i n t cn the ENK 

Eai l road which has , l e t ' s say, the f i r s t t en miles of a 

h a u l , saying I want to car ry a l l the r e s t of the 90 m i l e 

hau l t c d e s t i n a t i o n ? what i s the ^..^gulatory r e s t r a i n t ? 

A They have to go through a Commission 

proceeding and get the Commissicn te approve i t . 

Q To approve what? 

A The c a n c e l l a t i o n . 

Q C a n c e l l a t i o n of what? 

A Rec ip roca l s w i t c h i n g . I s n ' t tha t ycur 

hypothfcti ca l? 

Q I have t e go through - - no , * am sayin?/ l e t ' s 

s t a r t out w i t h the RNK Rai l read teday. 1 hcve a ra*e - -

A Oh, T t h i n k I understand why ycu are c o n f u s a d . 

Q Take a piece cf paper — 

A I t h i n k I understand why you are confused. 

Q I am not con fused . Take a p caper . 

ALDIHSC-N 

20 F N W WASHIN 
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JUCGE HCIKINS; There ' s some-question as to 

who i s confused. I t h i n k we a l l a r e . 

BY MR. KFARASCH; (Resuming) 

Q Put an 0 on t h a t piece cf paper and draw a 

l i n e to D, from 0 to D. That l i n e represents 100 

ffliles. I n between C and C t h e r e ' s a p o i n t ca l led I , 

i n t ec mediate . 

I am the only r a i l r o p d f rcm C to I . I am net 

the o n l y r a i l r o a d from I t o D. My quest ion to you i s , 

i n t h a t circumstance may I not say I w i l l publ i sh rates 

from 0 to D only by my r a i l r o a d ? 

A I t ' s the same answer. The reason i t was 

confus ing tbe l a s t t ime i s tha t I neglected to s t a t e - -

Q What's the sane answer? 

A No. The reason they are not t o t a l l y 

un fe t t e r ed i s , the way they presumably would accomplish 

the r e t e n t i o n of the t r a f f i c f o r the e n t i r e d i s t m c e 

wcul: be to create seme i n c e n t i v e f c r the shipp be 

w i l l i n g t o route i t t h a t way, and tha t would i n v o l v e 

e i t h e r a d j u s t i n g p r i ce s or c a n c e l l i n g j o i n t routes or 

whatever. 

And those t h i n g s woul ' approved by 

the Commission. I t ' s not ac happen, 

*^7\ t d'- p p e n . But 

c G n - . L 1 a i i i t . 

ALDERSON REP' 
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Q The r e g u l a t o r y c o n s t r a i n t t h a t y o r t a l k about 

i s i f i n o r d e r t c get t h a t sh ipment t o move o n l y on my 

l i n e I have to c a n c e l seme j o i n t r a t e w i t h some o t h e r 

r a i l r o a d between i n t e r m e d i a t e p c i n t and d e s t i n a t i o n , you 

t h i n k the Commission woc ld come i n and p r e v e n t me f r o m 

c a n c e l l i n g ? 

A I ' m s a y i n g t h e CoBBiss ion would assess t h a t 

s i t u a t i o n and make a d e c i s i o n . 

Q And p r e v e n t me f r c m c a n c e l l i n g maybe? 

A Maybe. 

Q Suppose the o n l y r a t e i n e f f e c t i s t h e r a t e 

f r o m 0 to u t h a t I have p u b l i s h e d by my own r a i l r o a d . 

A The l o c a l r a t e ? 

Q L o c a l t o my own r a i l r o a d , r i g h t . 

Are y-^'i ' y i n g the CcBmiss ion c c u l d f o r c e me 

t o make a r a t e w^t t some o t h e r r a i l r o a d ? 

A That w a s n ' t what 1 

0 Do you say t i a t the C';,T- n c o u l d 

t o aak- t e w i t h a n o t h e r : a;. ' 

A I ' m no t a l a w y e r and I d c r ' t remer 

seen t h a t happen , --r. : t h i - s po-

c c u l d n ' t swear t o t h a t cne way the^ . 

C Could you one way or 

l l 

25 cant 

ALDERSON 
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A I ' m aware t h a t t h e r e i s a j j t roceeding g o i n g on 

new on t h i s i s s u e . 

Q Can'-c you answer my q u e s t i o n f o r cnce? 

HS. REED; He 's a n s w e r i n g . 

JUDGE HOPKINS* F i r s t answer t he q u e s t i o n and 

then i f you want t c e x p l a i n . 

THE WITNESS* I f c r g o t . I s h o u l d say yes o r 

nc f i r s t . 

Can you r epea t the q u e s t i c n ? 

MR. KHARASCH; L e t ' s have i t read back. 

THE REPOFTER* Gues t ion* "c 'ca ld you swear one 

way o r the c t h e r t h a t t he Ccmmission has i n r ecen t years 

p reven ted any j o i n t r a t e ca r e e l l a t i c n s ?" 

THE WITNESS; I cannot so swear . 

BY . KF»PASCH.- (Resuming) 

C New, i n cur d i f f i c u l t example f r o m 0 t o D w i t h 

an i n t e r m e d i a t e p o i n t I , suppose I the r a i l r o a d a c q u i r e 

a p r i n t beyond D. ! P ' * * C c a l l i t D - 1 . I t gees beyond 

D. So i t gees 0 , I , D, and new I gc on to 1 - 1 . 

Because cf my c o n t r o l o f the movemer 

t c I , which i c e x c l u s i v e to ne , de I ne t new h he 

pcwar t c c o n t c o i .-:ovement o i ti< '.LOIR C tc 

D-1? 

A The wav ' -a i n , I ' m net 

-1 der s t an • t.-j i , i j / 

ALDERSON REPORTING COMP' 
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what I think. Eut I'm saying, ny answer i s yes, because 

i f they do control the or ig in t o t a l l y then they do have 

the c.bility to r a i s e the r a t e . I'm ta lking now abcut 

market power. We are d iscuss ing how much market power 

there might be. 

And i f there's hypothetical!^ any market power 

in that market, then th i s c a r r i e r , unnamea, which has 

the sold access to C has the power tc ra i se the rate tc 

that l eve l i f he i s unconstrained by regulat ion. ''c 

that they have the market pcwer, tha t ' s the point. They 

have that even befcre they acquired th i s ne* 

dest inat ion, D-1. 

G Now, l e t us ta lk f cr cne rrinute about the 

power te say whether the shipment wculd physical ly move 

by r a i l fuoa 0 to r̂ -w dest ination D-1 beyond. Do T not, 

i f I have the power over the o r i g i n , have the power, 

subject to th i s regulatory r e s t r a i n t that ycu menttoned, 

te rrove to L-1? 

A I would say whatever fcw«' ' 

area you h.::d prior to the acquis i t ion 

D t c D - 1 . 

Q Now go back to the mar' 

and I would ask yev to look at the he lpful 

MKT-C-P5. Turn to paâ ^ ? of t 

• diagram numbe you • 

20 

- ' O N REPORTING COMP-

-SHINGTON, D C 2C 
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and r a i l r o a d s 1, 2 and 3? I s th i s ca l l ed the r a t ' s t a i l 

in transportation eccnoi is t parlance? 

A Some pecple have call-^d i * that . 

Q I f r a i l r e a d 3 did not ex i s t here, caixtoed 1 

and r a i l r o a d 2 would have a bargaining about the 

d iv i s ion of the r a i l rate from 0 to D, wculd they n c? 

A That ' s c e r r e c t . 

G And i f ra i l roads 2 and 3 — and these are 

independent from rai lroad 1. In the s i tuat ion shown in 

h t l p f u l diacram nurter e, r a i l r e a d 1 can try to bargain 

with 2 and 3 to see who w i l l give him the cheapest price 

in terms of chare cf d iv i s ion gcing from intermediate 

point te D? 

A That r e c t . Tna 'ze point I was making 

a minute ago, that I f ra i l read has the sole acces: 

C then ' in use that power to bargain these other 

c a r r i e r s down. And at the same tlm t regulatory 

conr-• raints , i t car r;. • -vel that 

hit ' • eq u l i i b c i urn rate for tiie inarket, w'--' " '• -

D. 

0 Now, in rr-'^f 

• ha re o 1 t 1.1. w 

number 8 , 2 and 

to g 
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they would under th i s diagram be forced to compe^te. The 

causa l i ty i s d i f f eren t from the way you 

with th i s diagram -culd caus» *h-T ' . v, to 

compe te . 

Q I n t r a d i t i o n a l ra i l road arrangements, was i t 

not t r u r *'̂ .!t there wer.̂  eneral d iv i s ions in force and 

that th«^ shipper would choose a 1-2 or a 1-3 routing in 

the c-\se shown in nuaber 8? 

A That's a problea I alluded to before. I'm 

saying yes. That 's a protlea I alluded to before under 

the Staggers Act, where there were innumerable j o i n t 

l i n e rcutes which wr-^ -"te equalized, that they a l l had 

the same rates regardless of the e f f i c i e n c y . 

Q I n the t r a d i t i o n a l arrangements there was a 

set d i v j s i o r which would go either to ^ - , depend!"-; 

on the routing '̂ ât r ight? 

A I h a t ' s cer 

Q New, in '--'z- . - i . . . oad i «n ^-flpf-.l 

diacram 8 to get i ts b a i l 

transpcrtat ! i gainst 

r i g h t ? 

A 

,g-!vp rpp *-he " - ' c h t ca 
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be i n ccmpe t i t i on with each o t h e r . I t doesn ' t r a g u i r e 

any b idd ing cr a n y t h i n g . They rus t have tc be aware cf 

the c o m p e t i t i v e r e a l i t i e s . 

Q Tes? 

A T h a t ' s ny answer. 

Q They are aware of the c o m p e t i t i v e r e a l i t i e s . 

Suppose the r a i l r c a d s 2 and 3 - - worst case 

they conspi re and 5ay, we're not going to take any less 

than the good o l d - f a s h i o n e d d i v i s i o n sheet d i v i s i o n 

here. "̂ hen they are not competing, i s tha t r i g h t ? rine 

can ' t get a bigger share of d i v i s i o n ? 

A T h a t ' s c o r r e c t . 

G Ar tbe most c c m p e t i t i v e case, 2 and 3 

would v igorous ly o f f e r r a i l r e a d 1 '--mpetlno shares of 

d i v i s i o n s u n t i l r a i l r o ^ e lec ted one of them and 

shipped a l l the prcduct v ' o n e of the 2 or 3, t h a t i s , 

one r a i l r o a d t .*lcn? 

A I couldn be tc ' of these 

•Q ds 1 i n 

carry • . : a l 1 thp way to d-

r a i l r o a d s , cor rec t? 

A That ' 

Q 

ALDERSON REPORTING COMPANY, INC 

iO ! SI N.W., WASHINGTON 



13,6 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

13 

19 

20 

22 

A Your h y p e t h e t i c a l i s r a i l r o a d 1 mer ies w i t h 

r a i l r o a d 2 , and under wbat c o n d i t i c r s ' / c u l d t t hand o f f 

t he t r a f f i c t c r a i l r o a d 3? 

Q 1 to 3 . 

A When i t was mere p r o f i t a b l e to dc s o , 

proba b l y . 

Q L e t ' s t a l k i n t e rms c f your v a r i a b l e c o s t s . 

Can you s t a t e t be c c n d i t i c n t h a t would cause them to 

f i n d I t Bore p r o ' l t a b l e ? 

MS. REED* Could counse l c l a r i f y what you z.-

by r e f e r r i n g t o revenue t c v a r i a b l e cos*? »re we 

t a l k i n g abou t r a t e s now? 

JUDGE ' - r . ' - ; p,r.^ y.; u r, o about t h e 

c a r r i e r ' s r e t u r n ? Which i 

THE WITNESL . . , :ie 

qu^ 

BY MR. KHA- ( 

Z rese 

V i s l o n i each 

. r sha 

and 3 under t h e i r 

v a r i a b l e c o s t c 

earning lUS v 

A Y e c . 

C A l l r i g h t , and now 

r a i l r o a ?. 
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t o D? 

A The a d d i t i o n ef the 1U5 percent r :-venue tc 

v a r i a b l e cost r e a l l y doesn ' t add anything cc t h i s 

example. The p o i n t i s t h a t they w i l l ao t h a t — the 

po in t i s there w i l l s t i l l be c e r p e t i t i o n between 

r a i l r o a d 1 and r a i l r o a d 3. 

I t ' s what economists c a l l a make-cr-buy 

d e c i s i o n . I t ' s l i k e i f y c u ' r e General Motors and you 

have a cas t ino f a c t o r y and you ' rp t r y i n g t o d e c i l e 

whether or net you want tc ccnt.r.ue b u i l d i n g cast ings i n 

your f a c t o r or ou t - so i hem, say buy thp« i n Japan cr 

whate ver . 

That f a c t o r places a considerable comp* 

r e s t r a i n t on the a c t i o n s of the v e r t i c a l l y in tegra ted 

element . Se I ' m saying t h a t there remains ccmpe t i t i on 

between r a i l r o a d s I and 3. 

Q At what p r ice dee 3 have t c o f f 

car^'- from T t - r J indue ^rged . . . . . cad 

to use l a i l r c a d 3*s j o i n t e? 

A W e l l , yc more i n f e r 

answer that quest ic . cu wi lew 

me • X ' - a few t h i n g s as I go ale ^ * 

short run , the inc* r a i l r 

provide-'; v i s i o n whi> 

AincD<.,->M PFo,ci5''i».'r r.''̂ MP.̂ '.jv !»/c 

ttmrnKmrnmututuit-
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In the long r u n , however,^' t h e r e ' s an e n t i r e l y 

d i f f e r e n t ccns ider ai. ion , because of the p o s s i b i l i f t h a t 

one o f these two groups might re e l i m i n a t e d . That is a 

long run type of c o n s i d e r a t i o n . So in the long r u n , ycu 

would have te use Icng-run marginal c o s t , which i s much 

c loser to average c o s t . 

G S h o r t - r u n a a r g i n a l cost bears what r e l a t i o n tc 

v a r i a b l e c o s t , as ycu use v a r i a b l e cost? 

A V a r i a b l e cost i s e s s e n t i a l l y an apprcxima*^ 

cf marginal c c s t , t u t i t has g e r e r a l a p p l i c a b i l i t y , 

whereas marginal ccs t has s p e c i f i c a p p l i c a b i l i t y . Put 

some yegrs ago when the Cemmissien ^ e f i n e - - 1 Form A 

Baj jg ina l c o s t s , they used regress ion a n a l y s i s and a 

v a r i e t y o f cost f a c t o r s t o determine what p c r t t o n was 

v a r i a b l e , ana i n essence tha t i s s i m i l a r t c the ar • is 

t ha t an economist does in measuring marginal c c c t , 

except they did i t once, wherea ror 

earh speci ^ i - • •., .: cn . 

Q You sa id sho r t run margina l c c s t . Yr 

t h a t i n t h t p r e v i 

ccct m<aan the saf- ^ ; a - •, . ^ ... 

ycur testimcny or not? 

A Nc. S-.ort-run margir 

c loser *o w*'.at th-> ôrnm . ,r » " 1 

ALDERSON REPOR iiNu COM>: 

20 F ST, N.W WASHINCrON PC ZZZ 

n n 1. 
u u u 

mutm mm*"--' 
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between s h o r t r u n and l o n g r u n , t h a t m t h e s h o r t run 

you have one s i t > - a t i o n , b u t a wise p r o f i t - m a x i m i z i ng 

f i r m c o n s i d e r s t h e l o n g r u n as i t gees a l o n g i n mak ing 

i t s e v e r y d a y d e c i s i o n s . 

Q I n the s h o r t r u r , r a i l r e a d 3 wculd have t c 

o**'^^ t c c a r r y a t what the CoBBiss ion cal^.s d i r e c t l y 

v a ' j i S i j l e c o s t s , and t h a t would have t o be I cwer t h a n 

r a i l r o a i 2 ' s d l r ' ' ^ c t l y v a r i a b l e c c s t s ? 

A I f I heard you c o r r e c t l y , t h a t w a s n ' t 

c o r r e c t . 

Q Yc a the .short run cad 1 and 2 

merged would use tbe 1-2 r o u t e . Whe-. h^ 

r e l a t i c n s h i p ? 

A The r e l a t i o n s h i p i s between the d i v i s i o n pa id 

te r a i l r o a d 3 and the m a r g i n a l c c s t o f u s i n g r a i l r o a d 

2 . T h a t ' s the r e l a t i o n s h i p l a the s h o r t r u n o n l y , 

because i n *he l c . \ c run you c a n ' t "n 

c t l y v a r i a b l e c o s t s . 

A lar- - ^ r t c f my s t a t e m t r . t i-s d i r e c t e -! 

t h a t g e n e r a l q n , and : r -buy d e c i r 

was baspd s o l e l y or s h o r t - r v n siar c o s t s and 

s h o r t - r u . i mar giria.^. co^jt . l o w , - - ' " " 

e f f e c t be -g a g r e a t d e a l 

t . se our R P - 2 . 

why 1 

20 
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p r o f i t - m a x i m i z i n g r a i l r o a d has t o consider the l o n g run 

6*en i n i t s day t c day a c t i o n s . I t ' s not as i f we ' re 

going tc operate i r the shor t run f e r years and then a l l 

of a sudden they get to the long r u n . Those are 

d e c i s i c r s t b a t are made every day. 

Q Now, i n the sho r t r u n , a f t e r the merger i n 

t h i s diagram they would on ly use r a i l r o a d 3, i f t h e y ' r e 

I c o k i n g at s h c r t - r u n c o s t s , i f r a i l r o a d 3 o f f e r e d a 

shor t - run marg ina l cost belcw t b a t of r a i l r o a d 2? 

A I d c n ' t th ink t h a t came cut s t r a i g h t . Can ycu 

say i t again? I t h i n k you sa id i t wrong. 

C Ycu sa id i n the shor t run 1 and 2 would run , 

because i f we looked a t sho r t r t n , net a t Icng r u n , 

r a i l r o a d 1 and r a i l r o a d 2 wculd use the 1-2 rou^ a a f t e r 

they merged. Now, what r e l a t i c n d i d t h a t dec i s ion to 

use t h a t have t o dc wi th s h o r t - r u n v a r i a b l e cos t , 

ttarginal cost? 

A W o l l , i t r e l a t e s to the s h o r t - r u n marginal 

ccst o f r a i l r o a d 2 . I t h i n k you were t a l k i n g about 

r a i l r o a d 3 s h c r t - r c n marginal c c s t . 

Q Ra i l road 3 has to o a o r i c e , 

deesn' t i t ? 

A A d i v i s i o n , t h a t 

Q A d i v l s i c n . order to g = 

ircm I to D, -*iu<iZ bculd t h a t pr'--- '• • • ' 

y 

I ' .4 

ALDERSON REPORTING COM" ' HY •N'" 
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r a i l r o a d ^ 's cost? 

A Once a g a i n , the way ycu ask tha t ques t i on , i t 

depends on whether s h o r t - r u n or long- run f a c t o r s 

dominate. No r a i l r o a d can make money c p e r a t i m s o l e l y 

cn s h o r t - j u n f a c t o r s . Eut as long as the s b o r t - r u n 

f a c t o r i s the one that happens tc operate - - i t ' s l i k e a 

back haul s i t u a t i c r . I f a l l ycu care about j s th •» very 

shor t r«a:. then you ' re t a l k i n g the c u t c f f cr the 

d i v i s i o n i s the d i r e c t l y v a r i a b l e ccst of r a i l r o a d 2. 

Fcr example, i n t h i s case the two — i f the 

two are equa l ly e f f i c i e n t , then i t would d r i v e r a i l r o a d 

? dcwn tc i t s bottcm l i n e s c r t e f , where they would have 

no ga in f rom opera t ing t h i s way. 

However, i f r a i l r o a d 3 was more e f f i c i e n t than 

r a i l r o a d 2, there wculd be an i n c e n t i v e , a con t inu ing 

i n c e n t i v e t c use r a i l r o a d 3, and tha t i n c e n t i v e i s 

measured by the d i f f e r e n c e between the t a r g i n a l cost cf 

r a i l r o a d 2 and r a i l r o a d 3. 

Q P i i i r o A d J , being more e f f i c i e n t , w i l l not 

s u r v i v e , however, unless i t receives i t s f u l l v a r i a b l e 

cost? Or dees i t nf^ed more than that? 

A The quest ion cf the ^ t r v i v i l cf the 

r a i l r o a d — 

Q This seqn'ent. 

A T h i s s c y a f - n t . ' -" •= - * • ' 

ALDERSCw tirt.'^^n-r'.rir. rriMpA' 
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1 3 , 6 2 6 

S u r v i v a l i s a l ong- run i s s u e . I t i s net r e l a t ed t e 

sho r t - run c c s t s . 

JUDGE HOPKINS; Mr. Kharash, be fore ycu s t a r t 

something el^^^ — 

MP. KHARASCH; We're going on to screening 

a f t e r l u n c h . 

MS. REED; Your Hcnor, could I ask how much 

time? 

JUDGE HOPKINS* We w i l l recess u n t i l 1 U5. 

(Whereupon, a t 12;37 p . m . , the hearing i n the 

a b o v e - e n t i t l e d mat ter was recessed, to reconvene a t 1;"5 

p.m. the same d a y . ) 

i i n r P S O N » F P C : D T : N C C O / v ^ f A ' J ' ' 'NC 

i8-9300 
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1 AFT£MCCN_SEf SICJ 

2 ( I i i i 5 . ' . M . ) 

3 JUDGE HOIKINS* L e f s get back on the r e c c r d -

4 Have at i t , M r . K h a r a s c h . 

5 Whereupon, 

6 RICHARD H. KLEM, 

7 the witness on the stand at the time of recess, having 

8 been previously duly swcrn, resumed the stand, and was 

9 examined and t e s t i f i e d f u r t h e r as f e l l o w s * 

10 CROSS EXAMINATION - RESUMED 

11 BY h f.""<AS CH; 

12 Q D r . K l e m , l e t ' s s l i p over t o Page 12 of your 

13 s t a t e m e n t and g e t i n t c the q u e s t i o n of s c r e e n s . L e t ' s 

14 t a l k f i r s t about ycur 50-10 screen cn Page 12. I n 

15 a p p l y i n g t he 50-10 .ccreen , we are n e t at t h i s p o i n t 

16 u s ing ycur d e f i n i t i o n o f c c i p e t i t i v e p r i c e cs b e i n g 18C 

17 p e r c e n t o f v a r i a b l e c o s t . I s t h a t r i g h t ? 

18 A T h i s i s i n e f f e c t tr--- '^-: *" r ~ t h i s i s 

19 one p a r t o f an a n a l y s i s t h a t a t t e m p t s t o p . what 

20 i i r p a c t s on c c m p e t i t i o n w i l l b. independer 

21 the o t h e r i s s u e . 

n G R i g h t . You say on Page 

23 t i f i e d un6 b i d i r e c t i o n a l f l 

24 - N •-.standi ng b i c x 

25 A By t h a t I n 

ALOERSON REPORTING Cv. 'OAi 

20 F ST., N.W., WASHINGTON, D 
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B to A. As I explained i n here , t h a t 'was dene i n order 

te aggregate, increase the number cf obse rva t ions , and 

i t was also done on the basis t h a t i f a c a r r i e r had the 

a b i l i t y t c ecirpete from A to B , then i t i s c n l i k e l y they 

would be unable to compete from B te A. 

Q "cw, what you s t a r t e d e f t w i th was a l l 

standard p o i n t l o c a t i o n code fou.- d i g i t served by the 

two a p p l i c a n t s , and you t r i e d tc — what i s the 

i d e n t i f i c a t i o n of UC6 bidirect icn?- . ' f l o w s , «-:6 out cf 

what? 

A As I s a i d . I t was ou-

l i n e s down, f l ews in which cne er bcth app l i can t s 

pa r t i c i p a t e . 

Q Now, what i n i t i a l ana lys i s - - i s the i n i t i a l 

ana lys i s the 50-10'i I s tha t t-r. v i ̂ -n t i f i ca cion of UO 6 ? 

A The 406 ts done p r i o r tc any 50-10. 

C A l l r i g h t . T P I I me hew UC6 b i d i r e c t i o n a l 

f i c - wt.re ' ' . ' - ted out of 9 , 5 6 1 . 

A They are f l o w s i n which bcth app l i can t s 

p a r t i c i p a t e . 

Q T'. i . i i • A x ' - . ^ n t ? 

A To "ny e x t e n t , ar v . 

C A l l coamcditifes are put teg 

i c i p d t f c - tne c th 

A l P f P ' . C ' / WFPCBT >W(.- ' - C M P . \ ' 

2C 
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1 CO. r e c t ? 

2 A T h a t i s c o r r e c t . 

3 C Now, when you say b i d i r 3C t ionc . l f l e w , you mean 

* you added up the b c t h way p a r t i c i p . i * i o n by the 

5 a p p l i c a n t s and by c t h e r r a i l r o a d s . 

A T h a t i s c o r r e c t . For e x a i r p l e , t ' uu^^ r a i l r e a d 

7 p a r t i c i p a t e d f r o m A t o P and the c t h e r r a i l r o = » d 

8 p a r t i c i p a t e d f r o m E t c A, t b a t wculc be c o u r t e d as a 

9 member of t- .e UOo / l o w s p r o v i d e d t h a t t h e y p a r t i c i p a t e d 

10 i n d e p e n d e n t l y c f esch o h e r . 

11 Q W.en ycu t a l k e d about r t l c i p a t i c n , d i d yeu 

12 include a participation ty a joint line origination, n 

13 j o i n t l i n e b r i d g e , c r a j o i n t l i n e t e r m i n a t i o n ? 

14 A Yes , i f you look i n t he a p p e n d i x , you w i l . 

15 examples of t h o s e . 

16 C The a n s w : i s y e s , i t i n c l u d se 

'7 *hree? 
I 

18 A Tba t i s c o r r e c t . 

,9 Q And a r a t e se as t o double 

20 count i n c these flcw,'=- i n w 

21 happened t o p a r t i c i p a t e i ' - .. -r. n t ? 

? c t . I f you 

in t he cor.. 

appen-iix / u 

t i e d , 

i r . f --r I-i W WASHfNGTOiJ, D C 

•wmmmKmmmKmBWWMWi^ 
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t h a t means i s SP t e n s t h a t a re e x c l u s i v e o 3F 

p a r t i c i ; i t i c r . Sc those are t e n s where SF r a r t i c i p a t e s 

i n d e p e n d e n t l y o f . 

; And t h e n you have an SF ex-SP? 

A R i g f c t , t r e r e i s a l s o a t c t a l t ons t h e r e , and 

those two numbers may ne t n e c e s s a r i l y add up t o t h e 

t c t a l because o t the t h i r d c a t « » a o r y where they do 

p a r t i c i p a t e i n a j c i n t l i n e movement. 

G Now, y o u r f i r s t s t e p was t c a p p l v t h i s bO-10 

t e s t . The 5C p e r c e n t t e s t ireant t h a t the a c p l i c a n t s had 

t o c a r r y more t han 50 p e r c e n t o f t h e b i d i r e c t i o n a l 

f l e w . I s t h a t r i g h t ? 

A Tha t i s c o r r e c t . 

Q And the reason f o r t h a t was t h a t t f you d c n ' t 

c a r r y more than 50 p e r c e n t , t he r even ccmbi r ed you c o u l d 

not domina to the marke t ? 

A T h a t ' s c cr r ec t . 

Q And market dominance i n t h e ' e aeans mere 

than 50 perce '' 

A T . . . .- • . , A . 

0 Dominance. 

A • ' lance 

and th s c m e t h i n g 

,1 I i , 3 i . ^ * 1 w *n .1 i i i. 

A I t ha i 

70 c ,-̂ T M W WASHINGTON DC -20001 

wKmnmumuKmsBtmkz 
-T-W • W n mmm * I f f W ' W ^ i l i p p P * , 



1 3 , 6 3 2 

1 I t i s net the term cf a r t . 

2 C ' ibat i r *• .- - - r . ' " ^ l - ^ ^ - ' ^ ^ - h e y h - v e 

3 less than 5C percent of the total flow, railroad flew tn 

4 the market, they cculd not dominate the market? What 

5 does that mean, doiinate the market? Operationally, 

6 perhaps? 

7 A That i n e f f e c t ireans t ba t other - - i n 

8 case we are t a l k i n g only of — at t h i s po in t i n the 

9 ana lys i s we are t a l k i n g c n l y of r a i l market shares . We 

10 haven ' t yet expanded the market tc consider otb^^r 

11 p o s s i b i l i t i e s , and tha t means t h a t : the r r a i l r o a d s would 

12 i n f a c t have a l a r g e r airount c t share tha-

13 1 a p p l i c a n t s , and wocld cons t r a in them. 

,4 I t i s worth n c t i n g we are net t a l k i n g 

15 about "^f percent market share r. I i you look on the 

16 next page, I mention th age share of *he 

17 app l ican t s - - t".',-: ^ " * i r ceT*ine ' - - «as nc 

18 pe-cent i n these markets, i * -

19 th ink - ives ycu a ^ 

2Q , V, , . .. n^arket.c, the app l i can t s havv 

21 only 2 cr J percent , 10 per., ; i - so--

' l 

z, a i o u n t . 
i 

-, . i' - . ::^ P̂  P'̂ n-l : •̂:̂ ' 
u i qu«.' ^ t l o n , 

I 11 

hy 
• '"i 

i-yi^-
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t h a t . Can ' t we p l ease have d answers *o the 

quest i o ns ? 

JUDGE HCIKINS; D o c t o r , wculd you ju.ct an.swer 

t h e q u e s t i o n the way he asks i t ? We w i l l g e t t h r o u g h a 

l o t f a s t e r . 

BY HP. KFARASCH* (Resumii jg) 

G New, w i t M n a market where t h e a p p l i c a n t s 

c a r r y l e s s than 50 p e r c e n t e f the r a i l * r a f f i c , t h e y 

c o u l d have c a r r i e d a l l c f tbe r a i l t r a f f i c cf a 

p a r t i c u l a r c o m m o d i t y . I s t h a t c o r r e c t ? 

A C o n c e i v a b l y . 

C W i t h i n a r a r k e t i n wh ich the a p p l i c a n t s c a r r y 

l e s ? than 50 p e r c e n t o f t h e r a i l t r a f f i c , t h e r e c o u l d be 

w i t h i n the f o u r - d i r i t SPIC E c r t i e n s c f t he f o u r - d i g i t 

SPI.C which *he a p p l i c a n t s wer - ed tc s e rve 

because t h e y were r o t open t o r e c i p r o c a l s 

t h a t t r u e ? 

A ' i t e l y *' * i s t r u e . 

Q Far ex a m t l o , b e f o r e luncn you mt-

case o f the Genera w r l a n + wh 

a i l s e r v i c . 

F a c i r i c i n . 

Do you recall mention, '? 

I s 

ALDEPSON REPORTIN 

r ST N W WASHING-lON, i 
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1 A Y e s . 

2 C Tha t p l a n t c o u l d be shown i n a SPIC where t -

3 Union F a c i f i c appears as a c a r r i e r bu t I ' n i o r F a c i f i c 

^ c a n ' t serve t h a t p l a n t t o d a y . 

5 A Yci.' mean a SPIC-U er a SPlC-6? 

6 Q SPLC-U t r th i £ case . 

7 A O h , f o r c e r t a i n . 

8 0 ' n d e e d , w i t h i n a SFLC . i s p o s s i b l e t h a t 

9 Union p j c i f . ^ ' c wou ld be m the same SPLC-6. 

10 A T h a t ' s c o r r e c t - As I men t ioned i r my 

11 s t a t e m e n t , t h i s wa £ 

12 C I r e a l l y i o n ' t need m - --- *han " T h a t ' s 

13 c e r r e c t . " 

14 JUDGF HOFKINS; You d o n ' t need t o say any 

15 a c r e . Thank y va. ze i s o n l y —es ted i n g e t t i n g t h v 

16 Ct answer . 

17 THE WIT do 

18 £c - • , I s h o u l c be a l l c - : / ^ l i t t l e ^ i * about 

19 why I d i d i t . 

20 I JUDGE HOIKINS* Yeu s a i d a l o t o f t h i n g s . 

21 , i l i . . : - to so.Te c f ~ ^ ,-- <- , •-- -'-'•' ' 

22 w i l l get to some of thr to 

23 i 

ALDERSON REPORTIN -

M W , WASHINGTON 
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BY HR. KFARASCH* ( P e s u f f i r g ) 

Q New l e t ' s t u r n to the IC p e r c e n t w i t h i n the 

SPIC-tt f l o w s . A second c c n d i t i c n t h a t i s r e m a i n i n g i n 

you r sc reen was t h a t one of the a p p l i c a n t s had t o have 

10 p e r c e n t c f t h e t r a f f i c . I s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

Q Excuse me. Each e f t h e a p p l i c a n t s . 

A T h a t i s c o r r e c t . 

G Now, a g a i n , as i n the case o f t he 50 p e r c e n t 

, ,^ .v- t i c u l a r ccmmodity 
s c r e e n , i t i t p c ^ s i b ^ 

er f o r a p a r t i c u l a r l o c a t i c n w i - h i n *h^ ^ t i c - u , t h e 

sc reen may t e e l i m i n a - a f l o w where the ' - had 

ICQ p e r c e n t c f t h e t r a f f i c . 

A T h a t ' s c e r r e c t . 

Q Suppose ve have a SPLC-U i n which the re i s a 

pcwer p l a n t . The c a r r i e r s e r v i n g the powe -.t i s 

l i k e l y to c a r r y q u i t e a l e t c f e c a i . L e t ' s assu.e 

^f,^ , r easonable assumpt ion? 

A Ycu a re assuming t h e r e i s one ca 

the power p l a n t ? 

Q Y e s . 

A T h a t i s a r e a s o n a b l e a s s u m p t i o n . 

Q And then c c a l t r a f f i 
, C 1 4 i e ! - i , W i . ^ , -

20 F 
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Q New, a f t e r the 50-10 screens^, you say on Page 

13 you e l imina ted . Z and ^oxcar movements and c a l l e d 

t h i s a screen a l s o . I s n ' t tna t r i g h t ? 

A Not s t r i c t l y . 

G Let me t e l l ycu what I d o n ' t understand, and 

then I would be g r a t e f u l f o r your e x p l a n a t i o n . I t i s my 

understanding t h a t the screens - - the f l ews that were 

l e f t a f t e r your 50-10 screens were f l o w s c f a l l 

commodities i n two d i r e c t i o n s between two p f . i r s of 

SF' f a r am I r i g h t ? 

A That i s cor rec t t n the u ws. 

C R i g h t . how, I d c n ' t Lnaers tand. Ycu take cut 

TCFC and box car movements. Then what causes the f l ow 

tc drop out of your puddle f o r a n a l y s i s , ycur puddle of 

data f c r a n a l y s i s because ycu teen cut TCFC and box car 

movej.' ents? 

JUEGE HOIKINS; l-e : '/cur chanc*». 

THE WI"*! • . ' --der of the 

flows -- excuse he order that are 

applied tn each i ; i t u a t i c n . l a p l e , in my 

analysis of the ca.̂ <= when TCFC was excl - ' '— 

compu ins where TOFC was ex *o 

the basic way b i l l data and excluded a l 

tc 

flow: 

A l D t H j U H KfcP'JK ( C O M P A -

r r,T m W WASHINGTON D C 2000? £8-9300 

n n I. I. 
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bo th a p p l i c a n t s p a r t i c i p a t e d , b t : *-hey each had at 

l e a s t IC p e r c e n t o f the non-TOFC - c v e m - . t , .̂nd c o m b i n e d , 

t h e y had 50 p e r c e n t c f the - t he combined share was 50 

p e r c e n t o f t he non-TCFC movements . 

Now, t he purpese ef t h a t was t o f c c u s on what 

I b e l i e v e i s t he r e l e v a n t m a r k e t . 

Q We w i l l assume t h a t a l l o f t h i s had a p u r p o s e , 

b u t I air j u s t t r y i n g t o f i n d what happened c h y s i c a l l y a t 

t h i s p o i n t . Am I c o r r e c t t h a t what you d i d i s go b a c k , 

t ake ou t a l l TOFC movement f r o m the - d i d ycu t a k e o u t 

a l l TOFC f r c m the a06 b i d i r e c t i c n a l f l o w s ? 

A T h a t ' s c e r r e c t . 
And t hen you a p p l i e d the 50-1C sc reen a g a i n . 

Nc . 

N e? 

The U06 does no t have an-/ 50-10 screen a p p l i e d 

C 

A 

Q 

A 

t o i t , ,5o t h a t f o r t he se runs w-^--- TO^o e> 

' t h . 50-10 sc reen i H a p p l i e d ence , a rd . 

TCFC i s e x c l u d e d . 

Q K e 10. - -

A I would te happy t o 

a f t e r tne 

YCU would as k 

me . 

G You wen* ---jh c n " 

and COFc i n , and t h a t g e t ycu 

. , J i t s o: - b y c u a t e I 
ALOERSON REPORTING COM^ 
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paragraph a t t he t cp o f Page 13 . 

A The one t h a t s t a r t s o u t abcu t t h p U06 f l o w s ? 

G T h i r t e e n . 

A I am s o r r y . 

Q The c o n t i n u i n g paragraph where ycu say "These 

sc reens e l i m i n a t e d 92 f l o w s . " 

A T h a t ' s r i g h t . Now, what was the g u e s t i o n 

abcut those? 

C D i d t h a t a c t u a l l y take p l a c e , t h a t a n a l y s t s 

t h a t ycu d e s c r i b e d t h e r e , t h e 50-10 s c r e e n i n g of t r a f f i c 

w i t h TCrc and COFC i n ? 

A T h a t ' s c o r r e c t . 

Q I t d i d happen? Wbat ycu vere d e s c r i b i n g 

t h e r e , i s t h a t w i t h TOFC and CCFC i n ? 

A A l l o f t h i s happened . 

0 Tben you go on and .'-ay yoc are g o i ' take 

TCFC and COFC o u t . L e t ' s ne t i n q u i r e as t c t h e reasons 

f o r t h e moment. Ard you say sucn movements were 

e l i m i u a t e d f r o m t h e f l o w a n a l y s i c . D id ycu go back t 

t he U06 b i d i r e c t i o n a l f l o w s ? 

A I went bac" • ' tt06 t i c i r 1111-. < ••' ' -ows 

p r i o r t e t h e a p p l i c a t i o n o f t h e s t t o 

dc t h a t yo : . -.s t c go back t o ^he v 

ize p a r t o f the '• 

way b i : i c h a re TOFC. 

ALDERSON RfcPORliHG <..;>MHU.. 
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0 Okay. Ycu d i d t h a t , and then ycu a p p l i e d a 

50-10 sc reen a g a i n ? 

A I t i s net a g a i n , t h o u g h . I t was a p p l i e d o n l y 

once t o each a n a l y s i s . 

Q But i n t b a t ycu a seccnd t i m e a p p l i c l t h e 

5C-10 s c r e e n . 

A Tha t i s c o r r e c t . There were two independen t 

a p p l i c a t i o n s the 50-10 s c r e e n , c r c e i n t i e f i r s t 

a n a l y s i s , i n c l u d i n g a l l t r a f f i c , - • - acai-^ ^ - *h P 

second a n a l y s i s , a f t e r TCFC was e x c l u d e d . There a r - twc 

sepa ra te a p p l i c a t i c n s o f i t . Both c f them went back tc 

the U06 . 

C Here TCFC, CGPC, and t ex car p u l l e d cu t at the 

same time? 

A N c . 

Q So you have ap;; the 5C-10 sc reen * h r - e 

t imf>3 , cnce t o a l l * r a f f i c , once t o a l l t 

z once t c t r a f f JC l e s s t ex c a t . 

A Nc . 

Q I am h o n e s t l y b a f f l e d by — t h a t i s what I 

d i d n ' t unders tand fchen I read i t , a- ' " " ' * 

under-. Ycu r e f e r t o , cn Page 13. 

r; ^ r ee n e l i m i n a t e - ' 

s c w , ,1 f y c u r ti „w u p u •, ....„.--. , -

AIDERSOH sit- 'v. ' .. H,.., 

T ( cr '//ASHINGTON, D 
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1 f l o w s ? 

2 T am n o t u n d e r s t a n d i n g . Are these a d d i t i v e , 

3 Eub t rac t a t i ve? 

4 A Wculd yoc l i k e me t o e x p l a i n i t t c you? 

5 Q Y e s , p l e a s e . J u s t p h y s i c a l l y what happened? 

6 A What happened was tht- language here i n t h e 

7 paragraph you a r e r e f e r e n c i n g on Page 13 r e l a t e s t c t h e 

8 l o g i c c f t h e a n a l y s i s . There were t h r e e u n i t s i n the 

9 a n a l y s i s . 

10 There waj-- f i r s t t h e u n i t where i t l ooked at 

11 . a l l k i n d s o f t r a f f i c . There was second t h e u n i t where I 

12 l ooked at t r a f f i c e x c l u d i n g TOFC. And t h e r e was f i n a l l y 

13 the u n i t where I l o o k e d a t t r a f f i c e x c l u d i n g b c t h TCFC 

14 ana b o x . 

15 Sow, t h a t i s the way the a n a l y s i s w o r k e d , i n 

16 t h a t o r d e r , and t h a t i s why I U d he numbers i n t h i s 

17 o r d e r . I f you s t a r ind y L t r o c t thec.*=' 

18 var uc numberc , ycu g e t dc . , *'z<' 1U6 f lcw-^ *• t'-c 

19 b o t t o n . 

20 New, t h a t i s the econci r icc o f i t . But i n 

21 o rde r t o a p p l y the s c r e e n s , you e a c ' t ^tcnly the scr-

22 i n any c r d e r . I t irakas a d ^nnt • 

23 Each c f t hese t h r e e sepa ra te ana • 

24 -z'- ;n . p c r c r r i a * ' - a c t l i ca t i c : 

20 

»jnrn"-^M ly TinpriKii-. .-.iijfi.^.jy i.:c 
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And as I s a i d e a r l i e r c a , was one c f t h e 

sources c f the e r r a t a t h a t the sc reen cn t h e f i n a l 

s e c t i o r was i n f a c t a p p l i e d i n the wrong o r c e r , b u t t h e 

c e r r a c t o r d e r was f o r t h e f i n a l u n i t , t h e t h i r d u n i t , 

which i s t h e u n i t where TCFC i s e x c l u d e d and box c a r i s 

exc luded i s t o a p p l y t h e screen tc ' i r s t exc lude T C f C , 

then t o a p p l y t he 50-10 s c r e e n , and f i n a l l y t o a p p l y the 

bcx c a r s c r e e n . 

And I am happy t o e x p l a i n why * - •= * i s t h e 

r i g h t c r d e r i f ycu ask me. 

G You have U06. F i r s t you a p p l y the 50-10 

c o n s i d e r i n g a l l t r a f f i c . 

A T h a t ' s c e r r e c t . 

G Then you t a k e ou t TCFC and examine those t h a t 

pass the 50-10 w i t h a i l t r a t f i c . When you take o u t 

TCFC, dc you go back to e v e r y t h i n g b e f o r e ycu a p p l i e d 

the 50-10 sc reen? 

A I answereJ t r u t ^ ' ^ec t ien a c c u p l e 

a l r e a d y , t h a t t h e f i r s t u n i t , t h e ana 

s i t u a " ./here a l l t r a t a se; 

t n i t . The seconu L£i i t , t h ' •' - '" TCFC i s 

excluded, is another separate 

When 1 

bac/l to d i i t^ I : ••• ^1:; . 
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1 excluded TOFC. So, In the second u n i t , the an a l y s i s 

2 excluding TCFC, the crder cf the screens was bcx car, 

3 and then 10-50. 

4 I am s o r r y , I misspoke. The crder o f screens 

5 was TCFC and then 10-50. 

6 Q Do you th ink tha t a r a i l r o a d tha t c a r r i e s box 

7 car t r a f f i c i n t c a SPLC-U has tbe c a p a b i l i t y cf c a r r y i n g 

8 non-box car t r a f f i c i n t e a SPLC-U? 

9 A Not nece j ' - j a r i l y . 

10 Q I n what circumstances wculd a r a i l r o a d net 

n have the a b i l i t y tc ca r ry ncn-bcx car t r 

12 ceuld carry box cat t r a f f i c ? 

13 A I f the I c c a t i o n of the non-bcx car t r a f f i c was 

14 such tha t i t d id net access the sh ippe r , f c r example. 

15 That wocld be cne c-> • 

16 Z ^ow, l e t ' s go on to the next s t e p . 

17 ycur SPLC-6 s tep . at r i g h t ? 

18 A ( Neds af f irm-< - • ' y , ) 

19 Q 4hat is c m a i n i n g , you said 1- • ' 

20 narrower here . T have »»n to a 

21 c e r t a i n nuz , an ' vi*h1 

22 narrower p o i n t ana isk whct:»r erve 

23 the same SPlC-6. Fight? 

A 
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t h a t w i l l be e l i m i i c i t e d f c r f u r t h e r ana lyc . Tc *hat 

r i g h t ? 

A T h a t ' s c e r r e r * . was a f l o w f rom one 

SPLC-6 to a n o t h e r S F I C - ^ , and *her'a was not an 

i ndependen t r o u t i n g which had the i n i t and a n o t h e r 

i ndependen t r o u t i n e w h i c h had SF i n i t , and t h e r e f o r e 

t he r e would net be t he l o s s c f a r o t t i n g , I d i d n o t 

c c n s i d e r t h a t . 

Q Did you - : r r l y your SPIC-6 sc reen back t o the 

t c t a l a n a l y s i s of f i d i r e c t i c n a l f l o w s which i s d e s c r i b e d 

on Paae 12? 

A What dc ycu mean, the t c t a l a n a l y s i s ? 

Q W e l l , have you t r i e d tc a p p l y the - ' ~ - -

l e t ' s t ake i t i n s t e p s . Have ycu a p p l i e d TPLC-6 

sc reen to t h e t r a f f i c t h a t was e l i m i n a t e d by ycur 

sere--- - " 

i ' s ceun'. i e s . That i s no t C -J ca 1 i 

too bad a way tc d «>sigr. • « rues, * •-

A No , tha' 

0 t p o s s i b l e that within a 

tha^ ..u y.. - • 1- . ' . • 

c a l l them tcwns or s t a t i c 

t v 

AID. 

WASHIN 
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c f t h e screen i n t h a t way would be i ^ ^ i p prop r i a t e . 

0 I - may be i n a c p r o p r i a t e , but i s i t p o s s i b l e 

w i t h i n a c o u n t y where ycu s a y , l e f a p p l i c a n t s 

c a r r i e d 49 p e r c e n t , t h a t t h e r e iray be s t a t i o n s w i t h i n 

the c o u n t y where tbe a p p l i c a n t s indeed c a r r i e d ^9 

p e r c e n t o f the t r a f f i c . 

A When ycu are l o c k i n g a t a c t u a l f l e w s f r o m 

SPLC-6 to SPLC-6, the a a r k e t sha res can be a n y t h i n g , and 

no t mean a n y t h i n g 

Q B u t whether t i s m e a n i n g f u l c r n e t , c a n ' t you 

answer -"y q u e s t i o n ? 

A T d i d . 

Q There can be such cases? 

A They can he a n y t h i n g . 

G L e f s say we have one o f these c o v n t i e s 

d i v i d e d by the mounta in r a n g e . The west h a l f of t h e 

coun ty iray two a p p l i c a ina t h e y may 

havo a l l t h e r a i l r e a d t r a f f i c i n t h a t h a l f , and th 

h a i l may be setve.-^ ' • "he Union r < - - ^ - - . 

p c s s i b le? 

A T t h i n k t h a t i s u n l i k ^ ^ l y . -u ' s ar? 

c i t a i l e r u n i t - .u. . than c c u r t *P-. l a r g e 

c o u n t i e s a r e b r o k e r up , and the 

smal. , f o r example , FEA'-=. 

25 

AlOERSCN Rft' 

20 F 
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runs were b e i n g made? 

A N o . 

G Hew many d i f f e r e n t p o i n t t o p o i n t f l o w s are 

t h e c r e t i c a l l y p o s s i b l e between the SPLC-6'c -^ervad by 

the a p p l i c a n t s ? 

A I have ne t done t h a t c a l c u l a t i o n . 

Q Dc you have a r y i dea hew siany d i f f e r e n t 

SPLC-6's a r e s e r v e d by the a p p l i c a n t s ? 

A I have ne t d c a t e a l c u l a t : .cn. 

C Mere t h a n 10,COO? 

I am r e c a l l i n g t h a t cne o f t he S? wi tnes se s 

s a i d t h a t t h e y s e r v e d IC,COC s t a t i o n s . 

A I w i l l t a k e yeur wcrd f o r t t . 

Q I s t i a t r easonab le o r not? 

A 1 t i 3 n e t u n r e a s o n a b l e . I t ecu" • 

s a y i n g 1 have n e v e r c a l c u l a t e d the number. 

G When ycu were l o o k i n g a- 6 to SFLC-6 

mc ment , c o u l d yo i . have as many as 100 ,000 : "-̂  * - c 

ycu 1 10 ,000 , could > 

ha VP as man Y as a 

A Are you ^ t- : -r 

a c t u a l ones? 

Q Th. 

A Theor-^ tic.^i ' ' ' ' 

Ai .DtK iCN REPORTINC vC.Mf 

T w w.^SHINCTON. D.C. 200' , 
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1 c o n c e i v a b l e number . 

2 Q Do you know how many o b s e r v a t i o n s th*: 

3 the way b i l l saaple? 

4 A You were u s i n g 2 3 6 , 0 0 0 . 

5 Q 236 , 0 0 0 . I s t he way b i l l sample s t a t i s t i c a l l y 

6 r e l i a b l e t o f i n d whether two r a i l r o a d s had a movement a t 

7 t h e SPLr-6 l e v e l ? 

8 A Tha t i s e x a c t l y why I d i d n ' t dc i t . ""ha* i s 

9 t he t h i n g I was t r y i n g t o ge t ; ^ m i n u t e ago, and 

10 thank ycu f c r a s k i r g me t h a t . 

11 The p o i n t i s , i f ycu de - - you d i d ask me, and 

12 I /as t r y i n g t o say a m i n u t e age t h e r e i s nc 1-- - ' . ' i - 'e 

13 bas i s f c r d c i n g SPlC-6 t c SPIC- i l y s i s . And I t r i e d 

14 t o e x p l a i n i n t h e v e r i f i e d s t a t e m e n t why t h : u e . 

15 Wbat ycu have den. ycu have uncovered a 

16 t i p o f t h a t i c e b e r g , t h a t t h e r e a re n o t enough way b i l l s 

17 i n *he w o r l d t o do such an a n a l y s i s . When the 

18 t c r e t i c a i " ^ 1 a 100 p t - -

19 i t c o u l d c o n c e i v a b l y be a probi '^ . ' : i . 

20 I f ycu have c o n c e i v a b l y 10,0GQ i c c , you 

21 d o n ' < l l y have 10 ,000, b u t y'--^ t v. 

22 num you d o n ' t -

21 . . 

« CH^:. y ' t ha v.-
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1 3 , e « 6 

minu tes d o n ' t mean a n y t h i n g . 

C Be t does i t mean an'. '*^ing t o ĉ ay whethar you 

can f i n d whether they a c t u a l l y have independen t 

compet ing r o u t i n g s ? 

A I t c e r t a i n l y does . As I t r i e d t c say i n t h e 

v e r i f i e d s t a t e m e n t , I agg rega t ed t he f l e w s t o g e t h e r as 

mcch as p o s s i b l e i r o rde r t c overcome the very p rob l em 

they seemed to be concerned a b o r t , and I f e e l t h a t t h e y 

d i d a d e q u a t e l y overcome 

And t hen at t h t SP lC- f l e v e l I used the k i n d 

c f a n a l y s i s wh ich i s a p p r c p r i a t ' , wh ich t s t o look who 

i s no c cn ly an aetu.al com; - r , bu t a p o t e n t i a l 

c o m p e t i t o r , t c l o o k and see who c o u l d s p r v o . And t h a t 

i s n o t a f f e c t e d by the c c a t i s t i e a l i s sues t h a t you are 

r a i s i n g . 

C New, i f ycu a r e j u s t 

ccmpe t * c r s , t h e r e are a l o t mc 

t h • S r ind ' - e p o t ' • T, c c m t e t i t o 

r i g h t ? 

A I thi n k tbat i s nr. 

Q f you 

whether applicants have i 

*i on . . 

potent i a l 

-at 

1 -I mg 

gin and 

24 

25 

ALDERSON REf>OK-i:Nu - . - O M . - A N C 

.. ..V v.A-SK!'iG---'N r> f 30001 '202 

jfmmmKmmim3i/iKf^^f^^9^^^^^^^mf9m^^^9^ 
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and termination? 

A But tha t i s only a p o r t i o n of the analy s i s . 

Q S i r , j u s t answer my question. 

JUDGE HOPKINS*. Answer the question. 

THE WITNJSS* The way I understood i t , the 

answer was nc. I f I r e c o l l e c t the question properly. 

BT HE. KFARASCH* (Pesuming) 

C Me are gcing tc be here a l l day i f yeu argue 

with me. 

HS. BEED ; He i s t r *c exp l a i n his 

methodology. 

JUDGE HOrX iNS ; Go 

TFE WITN5SS* Can I hear the questicn again? 

BY HR. KFARASCH; (Pesuming) 

Q I w i l l restate t t . I f we look at a l l t he 

SFLC-tt"^ w i t h i n which bcth c f t r l i c a r -» 

independent access, sic-rle er j o i n * l i " a c t u a l 

or., i n cr t e r m i n a t i o n pcin* i t •• r ^ -r f 11 a I 11 u , iC-6 PC '- - , 

we are go ing t o have more than 9 S l L c - u t o 

combi c a t i o n ' 7 , are we no t? 

A IS c o r r e c t . The c: 

l a r g e . T t would be a number 

. p e a k i n g 

number . 

Q l a s t ser 

• e 

ALDERiON HfP-,.'-;C 

JC "Z r-iW WASHINGTON 
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paragraph, that i s , the second paragraph, beginning, 

"The eccnomic im p l i c a t i e n . " 

A Page 16 cf my v e r i f i e d statement? 

G Yes, s i r . 

A The f i r s t f u l l pa ragraph b e g i n s , "Such 

s h i p p e r s . " 

G Yes . The l a s t s e n t e n c e . Please address 

t h a t . When ycu say i n the absence c f SPSF c c m p e t i t i o n 

the a p p l i c a n t ' s TOFC r a t e s would be c o n s t r a i n e d t o 

c c m p e t i t i v e l e v e l s , i s t he c o m p e t i t i v e l e v e l t h a t 180 

p e r c e n t c o m p e t i t i v e l e v e l t h a t ycu had d e t ' r e d e a r l i e r 

cn Page 7 , c r 6 ? 

A N o . 

Q A t what E c i n t d u r i n g ycur a n a l y s i s o r y o u 

s t a t ement a r e we t c u n d e r s t a n d t h a t c o m p e t i t i v e l e v e l 

means 180 p e r c e n t cf v a r i a b l e ind a t what p o i n t 

a re we *o unde r s t and t h a t i t has so re e t h e r m e a n i n a ' 

A As I s a i d t h i s mornm ' no y z ' - * ' • 

c o m p e t i t i v e l e v e l s mean 180 p e r c e n t . I t h i n k 1 s a i d 

t h a t t h r e e t ime . - m c r n i n g . 
Q c o m p e t i t i v e l e v - I mean ci • '• -• 

t h a t paragraph? 

A I t ii"a n c csr 

i d t h 3 t t tl te 11 1 ^ <i 

' i t 
• I 

i ' l ' ^ i 

ALDERSON REPORTIN. 

.. -.y -WASHINGTON . 300 
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1 16, i s t he r e any q can t i f i ca * ion , a pe rcen t cf v a r i a b l e 

2 c o s t ? 

3 A I d c n ' t unde r s t and the q u e s t i o n . 

* Q I s t h e r e any percen tage o f v a r i a b l e c o s t i n 

5 t h a t c o n s t r a i n t t o c o m p e t i t i v e lancuage i n the sense ycu 

6 used the word on Page 16? 

7 A N-.t r e a l l y . 

8 Q There i s r c q u a n t i f i c a t i o n i n t h a t s t a t e m e n t ? 

9 Excuse ffe. I s t ^ • ^^^y q u a n t i f i c a t i o n o f any s o r t i n 

10 t h a t s t a t emen t? 

11 A I r t h i s s t a t emen t? Th i s i s not a q u a n t i t a t i v e 

12 s t a t e m e n t , n o . 

13 JUDGE HCIKINS; That answers t he g u e s t i o n . 

14 BY MP. KHARASCH* (Pesuming) 

15 Q Over or i-age 17 where ycu r e f e r t c g e o g r a p h i c 

16 c o m p e t i t i o n t h a t w i l l r e s t : p l i c a n t ' s r a t e s t c 

17 c c m p e t i t i v e l e v e l s , i s t h e r e a c ua n t i f i ca t i cn of t at? 

18 A I f I unde r s t and the q u e s t i o n c o r r e c t l y , the 

19 answer i s , cnce a g a i n , t h i s i s not a q u a n t t t a * 

20 s t a t ement on Page 17. 

21 C Vow, on • ' ' 7 , you -ire dJ i s c u s s ; - -'lum 

22 a rd whea t . Yeu make cc te tha- th^^ SF o r : l y 

23 2 p e r c e n t o f t o t a l r a i l o r i g i n a t i e n s o f w h e a t . Do 

24 s e f - ' " 

25 A y £ £ , I d c . 

20 

i CERSON REPORTING C O M C A N . ...i,. 

•/ , WASHINGTON, D C 20001 (202i 628-9300 
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1 Q Dc you t h i n k t h a t r a i l o r i g i n a t i o n s of wheat 

2 i n , s a y , Georg ia h^ve much r e l e v a n c e t o • i o n 

3 Cf the i s sues i n SFSF merger? 

4 A Y e s . As I made c l e a r i n aty a g r i c r l t u r a l 

5 a p p e n d i x , t h e i n d i v i d u a l r a t e s i n a g r i c u l t u r a l m a r k e t s 

6 are i n f l u e n c e d by a b roade r g e o g r a p h i c marke t t h a n , s a y , 

7 back i n the e l d s i d i n g t o s i d i n g , a n d t h a t the scope o f 

8 t h a t market i s b r o a d e r . 

9 I d o n ' t know i f Georg i ? i ^ i n i t cr n o t . I 

10 h a v e n ' t l o o k e d a t G e o r g i a . But the p o i n t i s t h a t i t i s 

11 broader t h a n j u s t the s r e c i f i c r o i n t s t h a t by 

12 the a p p l i c a n t s . Ard t h a t i s j u c t t r e n a t u r e o f t h e 

13 m a r k e t . 

14 G I s g e o g r ^ e h i c c o m p e t i t i c n f r o m a p o i n t so f a r 

15 j away t h a t i t would t e uneconomi . t o move the p r o d u c t 

15' f rom a p o i n t t h a t i - l y , s i g n i f i c a n t g e o g r a p h i c 

17 c e m p e t i t i c n ? 

ie MS. REED; Are you a s c u n i n g t h a t i t i s n o t 

19 ffcving to t h e same d e s t i n a t i o n market? 

20 MP. KHARASCH* t h a t i r i g h t . 

71 THE WITNE?.'^:; I n - • • - • - ^ ^ .- ^ 

22 j e . I t i s 

23 ba. , . . c i p l e s t h a t a: 

24 BY MR. KFARASCH: (Pe.cumina) 

20 
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1 A I s a i d p r i n c i p l e s . I d o n ' t have a naiie f c r 

2 them, but t h e y are d e s c r i b e d a t scm*= l e n g t h i n try wcrk 

3 p a p e r s , i n s e v e r a l p a m p h l e t s , l i k e s p a t i a l r e l a t i o n s o f 

" g r a i n , t h a t s o r t o f t h i n g . 

5 Q S p a t i a l . 

6 L e t ' s l o c k i f we can a t Appendix F, s i r . 

7 Wculd yeu be good enough, s i r , t o l a y b e f o r e ycu the 

8 h e l p f u l d i ag rams a t t h i s p o i n t ? Do you see i n Append ix 

9 r , i n the f i r s t s en tence where you r e f e r t o i n t e n s e 

10 c c m p e t i t i o n between r a i l r c a d s and between r a i l r o a d s and 

11 exempt a g r i c u l t u r a l t r u c k i n g ? 

12 A Where i s t h a t ? 

13 Q You d o n ' t see i t m ycur f i r s t paragraph? 

14 A i d e new , yes . 

15 Q Dc you see tr.e r e f e r e n c e to i n t e n s e 

16 c o m p e t i t i o n , s i r ? Now, a re you s a y i n g t h a t t h e r e i s 

17 i n t e n s e c o m f e t i t i c r r a i l r e a d t c r a i l r o a d , ard t h a t t h e r e 

18 i s a l s o i n t e n s e c o m p e t i t i o n between r a i l r o a ' 

19 t r u c k i n c ? 

20 A Tha t i s c o r r e c t . 

21 Q I - • - lock at Page 5. . .... ^ ... 

22 sen below the t a b l e , yeu cay ' 

23 mcved mere than 3 l e r c p t t c n ipped f r o m 

24 11 Kansas to Gul f por* T,CVII! 
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(9 

I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

1 -

18 

19 

20 

21 

22 

23 

terras? 

A Tbat f a c t by i t s e l f dees . t r a t e 

whether i t i s i n t e n s e o r n o t i n t e n s e . ^- 1 no t 

s u f f i c i e n t . 

Q I f one were te a p p l y a 10 p e r c e n t screen such 

as you a p p l i e d , would you say t h a t a 3 p e r c e n t f l o w by a 

c a r r i e r would f a i l ycur 10 p e r c e n t screen? That i t i s 

no t a s i g n i f i c a n t presence i n the market? 

A Which a p p l i c a t i o n o f *he r' " " you 

r e f e r r i n g t c ? 

Q The f i r s t t i m e when you t h r e w ou t f rom your 

c e n s i d e r a t i e r o f a r p l i c a n t s ' ccirpe< ' n i l l caces in 

which one o f t h e a p p l i c a n t s d i d n o t move 10 p e r c e n t o f 

the f l o w , 

A Tha t was a d i f t e r e n t r i t u a t i - - ' - re we were 

d e a l i n g w i t h a s i d i n g t o s i d i n g m a r k e t , and the 10-50 

screen was developed by the Ju i 

Wl these very s; c a l l ? r a i l 

where you have s u b s t a n t i a l mar?' 

I f you a r p l y the 1 

the t r u c k i n g i n ' i u ; - , t i y , you - ' -'c-

s i n g l e compe in the whe 

l i s a n d . 

.ment t o dea 1 

or ex 

rfa cn ' t a 

'j iwa 
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1 
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10 

11 

12 

13 !i 

14 

15 

16 

17 

18 

19 

20 

21 

23 

0 Yeu s a i d t h a t the 3 v s r c ^ r i t r u c k c o m p e t i t i o n 

f e r w h t . j t f r c m Kac'^as tw C u l t , "ay he i n t e n s e 

c o m p e t i t i o n f c r r a i l r o a d i n g . I c t i u t r i g h t ? 

A I am s a y i n g t h a t t h a t number by i t s e l f d c c s n ' t 

g i v e you enough i n forma t i e r to answer a q u e s t i o n ab - ju t 

whether or no t t h e r e i s i n t e n s e c o m p e t i t i o n between 

t r u c k s and r a i l r o a d s . 

Q Would i t be u s e f u l i n t h a t -^a;V ->t t o know t h e 

c o s t o f t r u c k t r a n r p c r t a t i o r and the c c s t s cf r a i l 

t r a ns p o r t a t i o n ? 

A 1 1 w o u 1 " c t 1 i k 1 y : n + . V*- -> h r r 

n o t i t would be u s » r f u i , 1 am not l u r e . I d c n ' t knew the 

f>vr.ver to t h a t q u e s t i o n . But i t would c e r t a i n l y n o t be 

s u f f i c i e n t . 

Q I f you f i n d o v e r a p e r i c d c f yea r s t h a t i n the 

market t r u c k i s moving l e s s tha r c e n t 

cOBBodity^ and the ba l ance i c m' v i c e / r.-*. 

draw any c o n c l u s i o n as t o t r u c k coup* - r e s s i n t h a t 

market ? 

A I n t h a t h •»! a y - v o D h a v «̂  

i m a r k e ' . a so nab 1 

ma t n yo ur hv r-oth *-t i c 

'A. 

.LDERSON 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 

14 

15 

16 

17 

18 

19 

20 

22 

23 

share s i g h t have seme m e a n i n g . 

Q Dc you krcw hew much i t c c s t s to move by t r u c k 

g r a i n , say, 100 Bile.«>? 

A I have seen numbers cn t h a t , t u t I d o n ' t 

r e c a l l . 

Q D i d you use any such numbers i n ycur 

d i s c u s s i o n i n t h i s c a s e i 

A I d i d n o t . 

Q L e t ' s l o c k a t Page 2 c f the same appendix and 

spend a a i n c t e on the a g r i c u l t u r a l p r o d u c t s a p p e n d i x . 

f c c * nc • wo 

•t and ask 

Look a t Page 2 , n d l o o k a 

a s t e r i s k s . 

A Page 2? 

Q I am a b o r t t o quo t e a p i e c e c 

ycu whether you b e l i e v e the s ta temen* *• -

p r i c e p a l - he c o u n t r y e l e v a t e 

export price less transpoi ts and €. 

ma-3ins i n c i d e n t t c a.ovement t o the G u l f . " 

A Tbat . d i r e c t quote f r c m h e r e , and I do 

continue to believe thn 

Q L e t us use an exa- ' used 

t h i s case . We have he G u l f e x p e r t p a t 

a t ^ * . s a y , H c u c t o n . L e t ' s dust accept * 

ycu sa :ofcs • 

-300 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

t r a n s p c r t a t i c n i s vh t *he f a r m e r i n sfcuthwest Kansas i s 

go ing t c be p a i d f c r h i r -wheat? 

A I b e l i e v e t h a t i s c o r r e c t . 

C And i f tbe r a i l r o a d p r i c e goes dcwn, t h e 

f a r m e r tn s o u t n w e s t Kansas i s g c i n c t o get trcre money? 

A Which r a i l r e a d ? 

Q I f t h e r a i l r o a d r a t e , t h a t i s , t h e 

t r a n s p o r t a t i o n c c s t goes down f r o m , s ay , ?1 t o 80 

c». I t s 

A T h i s i s the r a i l r o a d they a c t u a l l y use? 

Q They a c t u a l l y u s e . The r a i l r e a d t r i e - goes 

dcwn, . and t b e f a r m e r w i l l g- c en t s moro . 

A T h a t ' s c e r r e c t . 

C H i v e you read enough i n t h i s r e c o r d t o know 

whether the r - . i s ar example of t h a t h a p p e n i r g i n t h i s 

r e c o r d , indeed? 

A I d o n ' t r e c a l l r e a d i - • . r d 

abo -examples. I n f e r e a ry examples 

c f r a t e s g o i n g down i n response t c i n c r e a s e -

c o m p e t i t i o n , bo t w h i t coun t s i s whether cr r o t 

c o m p e t i t i o n ncreased or de 

c f t h a t because i t was no t r • • • - - " - • c-,. 

MS. Your Hcnor , 

ALDERSON REPOR 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

26 

JUDGE HCIKINS; I w i l l -allow i t . 

V V r , K P A F A '-^: c ^ r- m i n g) 

Q New, i n ycur a n a l y s i s . D r . K lem, dees i t 

m a t t e r whether t h e f a r m e r i s g e t t i n g mere o r l e s s - f c r 

h i s g r a i n ? 

A I d i d n ' t do i t q u i t e »s d i r e c t l y as t h a t , b u : 

g e n e r a l l y t h a t i s c e r t a i n l y a r e l e v a n t i s s u e . 

Q Sc ycu are conce rned h i t h the d i s t r i b u t i c n e f 

t h e f i n a l p r i c e of g r a i n between the t r ' i n s p c r t e r and the 

f a r m e r ? 

A I t h i n k the answer i s yes . Put i cc.i v-

a n a l y s i s such as t h i s one i s based on - ' * ^ 

i n g e n e r a l i s based en e c c n t i c e f f i c i e n c y , ar. ycu J3--d 

t h e word "d i s t i r bu t i o n , ^ whi '-h ^as sosie mear tcq I r 

e c o n o m i c s . I am t a k i n g - - what you mean i s 

q u e s t i o n i s , do t he r e l a t i v e p r i c e s m a t t e r ? And the 

r e l a t i v e p r i c e s do m a t t e r wnen they i n f l u e n c e 

c t - p e t i t i c n and e f f i c i e n c y . 

Q Now l e t ' s f l i p o v e r t c Page 6 . F I * 

i s Page 7 . Paae 7 , f i v . = dcwn, ycu l y i n g 

t h e r e i a - t o t r a c k r-^^tes -ere i r above 

base r a i l r o a d r a t e s even under t h 

: . ; ig when t w ^ mod es c 

their rat. 1.1 be ci 

i A Wc w 

AlDtRSi 

M W !-
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1 I s a i d then and I would s t i l l agree t h a t i f two f i r m s 

2 compete , and the p r o d u c t s a re e v a l u a t e d as being o f 

3 equal bas ic u t i l i t y t o the c u s t o m e r , t h e n t bey w i l l 

l i k e l y have s i m i l a r p r i c e s . 

5 Q Hew may we t u r n , s i r , t o tne u s e f u l d iag rams 

6 f c r a moment a t Page 2 , and we h i l l l o c k a t , l e t ' s s a y , 

7 u s e f u l diagrt-E 5 . Here we have a f a r m e r g r c w i n g wheat 

8 i n sou thwes t Kansas . I s i t c o r r e c t , and I b e l i e v e you 

9 have noted t h a t f a r m e r s g e n e r a l l y have t o t r u c k t h e i r 

10 wheat t c a r a i l r o a d i f i t i s g o i n g t o move by r a i l r e a d . 

11 A ."est dc t ruck i * to wherever i t i s g o i n g . 

12 T y p i c a l l y i t goes te an e l e v a t o r . 

13 Q A l l r i g h t . I f R a i l r o a d 1 and oad 2 are 

14 a c c e s s i b l e t o t h e f a r m e r , I t h i n k our e a r l i ^ ^ r d i s c u s s i o n 

15 a t o u t the p r i c i n g cf wheat means t h a t the f a r m e r i s 

16 go ing t c g e t more ffoney i f he gees to the e l e v a t o r on 

17 . 1 . . . : i i l r o a d 1 h ;cwer r a t e tba.. 

18 2 . I s t ha t r i g h t ? 

19 A What i s your assump i b o u t the t r u c k 

20 aga in? 

21 Q L e t ' s assume f o r - scment i n Nuirber ' -'* f -

22 the t r u c k c o s t to F a i i r c a d 1 and to R a i l r c 

?T c loce oc i d e n t i c a l . He w i l l go 

t r i c e . '• armer k . i i i 

ALDERSON REPOR Cs . . 
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1 A The f a r m e r w i l l s e l l whete he g e t s t h e bes t 

2 p r i c e . 

3 Q And i f P a i l r o a d 1 o f f e r s a lower crice than 

4 Failroad 2 f o r t r a n s p o r t a t i c n tc the Gulf as explained 

5 i n your f o o t n o t e and discussion cn Page 2 cf t h i s 

6 appendix, then the farmer i s going to aet mere n^t f o r 

7 h i s wheat by going tc Railread 1 i f that i s the r a i l r o a d 

8 w i t h the lower r a t e . 

9 A Net n e c e s s a r i l y . 

10 Q Why i s tbat? 

11 A You c a n ' t e v a l u a t e p r i c e s and ne t e f f e c t s l i k e 

12 t h a t o u t s i d e t f a irarKet c o r t e x * - Tt i s w i d e l y 

13 e s t a b l i s h e d t h a t i f you want t e f i n d o u t what i s 

14 happening t o p r i c e s , you have t c do i t t n a m a r k e t , and 

15 t h e r e i s no reason t o b e l i e v e t b a t t h i s l i t t l e d i a g r a m 

16 r e p r e s e n t s a m a r k e t . What i t i s i s two r a i l r o a d s , and 

17 twe d e t t e d l i n e s r e p r e s e n t i n g t r u c k s , and t h a t i s not a 

18 ma ce t . 

19 Q A l l r i g h t , b u t d i d you not t e l l us on Page 2 

20 t h a t the p r i c e p a i d a t the c o u n t r y e l e v a t o r f o r wheat i s 

2' t he G u l f e x p o r t pr '.ce l e s s t r a n s p c r t a t i 

22 A 1 d i d say t h a t . T h a t ' s c e r r e c t . 

23 0 Pnd t h e r e f o r e i f the t i c n ( r 

a 1 i r o i > - '. l i L i V, 

money 

ALDER,.' --.N < - „,- • 

* w., WASHINGTON, D C 200-. 
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1 t h a t ne t t r u e ? 

2 A T h a t i s r e t t r u e . That i s not enough f a c t s t e 

3 make a c o n c l u s i o n as t o what the f a r m e r i s - c i n e t o 

^ g e t . 

5 C What i s wrong w i t h t he s t a t e m e n t t h a t t h e 

6 p r i c e pa id a t t h e c o u n t r y e l e v a t o r f o r wheat i s t h e G u l f 

7 e x p e r t p r i c e l e s s t r a n s p o r t a t i o n cos t ? 

8 A Net a t h i n g . 

9 Q And i f the b e g i n n i n g ' i l r o a d 1 and 

10 R a i l r o a d 2 i n the c iagram i s a p l ace where there t s an 

11 e l e v a t o r f o r t he f a r m e r t o d e l i v e r , i s n ' t t h a t a p r i c e 

12 pa id a t a c o u n t r y e l . r f c r w h e a t , and i s n ' * • 

13 p r i c e g c i n g t o be the G u l f e x p o r t p r i c e l e s s the 

14 t r a n s p o r t a t i o n c o s t on r a i l r o a d 1? 

15 A The way i u n d e r s t c o d t h a t , i t i s r c , because 

16 ycu s a i d i t i s t h e p r i c e t h e f a r m e r g e t s , and u n l e s s ycu 

17 have g o t a i r a r k e t b e r e , ycu d o n ' t know what the p r i c e i s 

18 th - f a r m e r g e t s . l ou know t h a t t h a t i s one p r i c e t h a t 

19 i s a v a i l a b l e t o h i i r . Ycu know under t ' ^ i s a - c u m p t i c n 

20 these are two p ' - i cec t h . i t a re a v a i l a b l . 

21 ^0.: d o n " ' fcnow t h a t t h e y a re t he b t s t ; 

22 t h a t are a v a i l a b l e t c h i a . 

2? m a r k e t , you d c n ' t know khat t h . 

i a t l e t c the f a r m e r , and y w -M.cat he i s 

d o , and ycu don* 

ALDERSON REPORTING C 
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t o be . 

G O h , ycu are s a y i n c the f a r m e r m i g h t do 

someth ing e l s e w i t h the whea t . He i r i g h t s h i p i t t o a 

f l o u r m i l l o r someth ing? I s t h a t r i g h t ? 

A I am s a y i n g t h a t these twc movements h e r e , as 

I d e s c r i b e d i n my v e r i f i e d s t a t e m e n t , t a k e place i n a 

l a r g e r c o m p e t i t i v e e n v i r e r m e n t wfcere t h s a c t i o n s o f 

these two r a i l r o a d s and a l s c wha tever t r u c k e r s a r e 

i n v o l v e d t h e r e , whether i t i s a f a r m e r or seme f o r h i r e 

t r u c k e r , a r e a f f e c t e d by c t h e r r a i l r c a d s and o t h e r 

t r u c k e r c , so t h a t *- - inders tand what t s g o i n g to happen 

anywhere f o r t h i s f a r t i c i l a r f a r m e r you have t c c o n s i d e r 

the whole m a r k e t . 

Q I am n o t a s k i n g y c u , s i r , to s p e c u l a t e as t o 

what would cauc I r o a d 1 to l o w e r i t s c o s t s . I am 

j u s t s a y i n g f r o m yeur s t a t e m e n t en Page 2 t he p r i c e p a i d 

a t t h e c o u n t r y e l e v a t o r , and I wan* to look a t t h e 

c o : t r y e l e v a t e s t cn R a i l r e a d 1 , i ^ the Gu l f e x p e r t 

p r i c e which we w i l l assume i s l e s s t r a n s t e r t a t i e n 

c o s t s and e l e v a t o r m a r g i n s . 

New, i f P a i l r c a d T s r - . - ^ ' 

l e s s t o the G u l f , then oad 2, 

t a tement t bat yo 

t h a t the p r i c e on i ^ i i ^^^^ 

4 oad cha 

I »4 
i 
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1 A I t h i n k I answered t h a t ques t ion befcre when I 

2 said tha t ycu c a n ' t eva lua te what i s good f c r the farmer 

3 wi thou t l o o k i n g at a marke t , an-' any t ime ycu evaluate 

^ changes i n p r i c e s , ycu have to Icck at a market. 

5 I t i s l i k e i f you were t r y i n g t o evaluate t h e 

6 e f f e c t cf a merger and ycu weren ' t I cok ing at a market . 

7 I t i s not mean ingfu l unless you are l o o k i n g at market . 

8 The f i r s t s tep i n any such a n a l y s i s i s tc de f ine a 

9 r e l evan t marke t . 

10 Q I s your statement on Page 2 o*' your Appendix F 

11 designed to t a l k a tout the wheat market? 

12 A The statement cn Page 2, Appendix F? 

13 Q That i s the f c c t n c t e tha t we have been l o o k i n g 

14 at t ha t t e l l s me what the p r i c e i s tha t the e l eva tc r 

15 p a y s . 

16 A That i s c o r r e c t . 

17 C 1= t h a t t r i c e p... . -.ndrrstocd as the 

18 pric*-- the e l eva to r posts and says to the farmer , I w i l l 

19 give yec f i a t money? 

20 A I . i s the p r i c e such 

21 alsc the e q u i l i b r i u m p r i c e . This ic based cn the 

22 fundamental economics I descr ibed e 

23 a g r i c u l t u r a l market . Tt docrc one 

-ent cf " • ' • '• 

25 

ALDERSON REPORTING .. M.^^.^ i . N C 
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1 So , t h e s t a t emen t i s r e l e v a n t as an 

2 e q u i l i b r a t i o n p r o c e s s . 

3 Q And i f i r t h a t e q u i l i b r a t i o n p r o c e s s a 

4 r a i l r o a d g e t s i n t o the a a r k e t and l o w e r s i t s r a t e , does 

5 that not tend to raise the price of wheat at zhat 

6 e l e v a t o r ? 

7 MS. REED* Your H c n o r , I e b j e c t . Th i s has 

8 been asked and answered s e v e r a l t i m e s . 

9 JUDGE HOFKINS* Ne, I am g o i n g t o a l l o w i t . 

10 Cne o f the problems i s a q u e s t i o n c f d e f i n i t i o n o f 

11 t e r w s , Mr, Kharasch , f r c m what I can s e e . He t s g o i n g 

12 one way; you are g o i n g t h e c t h e r way, and the twc ef ycu 

13 c a i T t d e f i n e the t e r m s . 

14 So he i s a n s w e r i n g one way and yec a re no t 

15 d e f i n i n g your terms enough, I t h i n k , t c meet what he i s 

16 s a y i n g . I t h i n k t h a t i s o; the p r o b l e m s . 

17 BY HR. KFARASCH; (Per ,) 

18 Q L e t ' s l o c k a t d i ag ram number 7 . l e t ' s make a 

19 s i m p l i f y i n g a s s u m p t i o n . >cr t h i s p a r t i c u l a r p r o d u c t 

20 t h e r e are o n l y *-MO r e a i c n s r 01 and 02 . And the p r o d u c t 

21 p r i c e a t d e c t i n - i t i c ; : has xed a t 

22 ^ i t a t | U by even t h e f a c t 

23 a p e r t and the re j r e i g n e 

24 b r i n g * o a r produc- -m a b r o a d . • 

?s p lay w i t h . That i s the : day a' 

20 
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1 Now, i f thera i s a reg ion BUch as 02 where the 

2 product i s moving ty r a i l to d e s t t n a t i e n , ard I w i l l 

3 give you another assumption, i t i s moving at below any 

4 pr ice t ruck can quote , i f a t t h a t o r i g i n there are 

5 e l e v a t o r s , would tbe p r i c e tc s c p p l i e r s at tha t O r i g i n 2 

6 not go up i f Ra i l road 3 cu t s i t c p r ice? 

7 A I s t i l l need more i n f o r m a t i o n to answer tha t 

8 ques t ion . 

9 Q What do you need? 

10 A I need tc know the scope cf the r e l evan t 

11 market . I c a n ' t r e a l l y answer questionr- l i k e thi.s 

12 wi thou t knowing what the scope c f the re levant mark-?t 

13 i s . 

14 Q I n t h i s p a r t i c u l a r example, , the market i : ; 

15 the market at D. There are ether markets i r the w o r l d , 

16 bu t D i s a p e r t , ard t h a t i r the only place we are going 

17 to be able to s e l l t h i s economica l ly . 

18 A 02 i s not in the market? 

19 Q 02 i s supp ly ing the ccns 

20 A What T need to knew 

21 the market . 

22 Q As f a r as the United Sta 

zz ' \'- '^^rrr :^rcund Cr 1 and 

!l 

G 

-ket at D. 

ompa sE of 
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1 are two competing c r i g i n s , 01 and 02 . The price a t D i s 

2 f i x e d by the f a c t that there i s p len ty of g r a in 

3 elsewhere i n the world tha t could ccme i n t o D. 

4 A I am s o r r y , but I ar having a hare time 

5 unders tanding, because I c a n ' t t r a n s l a t e yocr words i n t c 

6 a re levant mai;ket. 

7 Q What i s s i s s ing? 

8 A W e l l , a market i s sonething where buyers and 

9 s e l l e r s i n t e r a c t w i th each c t h e r , buy and s e l l to each 

10 c t h e r . So i t has got t c have bcth the buyers ar.d 

11 s e l l e r s i n i t , and i t has got t o encompass )f the 

12 re l evan t buyers anc s e l l e r s . 

13 G At D whete the product i s consumed there 

14 l o t s of buyers , okay? 

lb A Okay. 

16 G And ther s e l l e r s from 01 and 02, and 

17 there are also s e l l e r s from o • . 

18 Le t ' s f .:x the p r i c e at f U. We c a n ' t c:.,i.c-j 

19 That i s JU. 

20 A world 

21 Q Y -

22 A - scope mark 

23 Q D can be supp l i e 

ve a r e • 

- "SON REPCi 

-/A-SHINC 

tUaMmmmMmmm 
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1 t a i l . 

2 A Okay, T "--ve that . 

3 Q Now, 1 say in my l i t t l e diagram that i f 

* Eai lroad 3 cuts i t s r a t e s , won't the farmers who are 

5 making this product get mere money from the buying 

6 elevators at 02? 

7 A There i s s t i l l not enough information because 

8 you defined the relevant market as being worldwide, but 

9 ycu only gave me evidence on these three ' 1 e poi t s . 

10 0 How, you talk about geographic cotpet i t ion. 

11 Does one in geoT-a ! i competition have to loc the 

12 cost of transpoct irg the prcduct tc the place where i t 

13 i s supposed to compete in the f i n a l consumption aark&t 

14 to deternine whether an orinin —egraphically 

15 competitive? 

16 A What do ycu mean by wheth.r an origin i s 

17 geogra Uy com f? t i t ive? I have .'!ot heard that 

18 phra e. 

19 Q Tou hav "geographic 

20 ccmpe 11 *1 ^ n . " W, 

21 G e o c g ' 

22 price tn rio and 1-̂  

move something fro" 

25 ; m c e t „i 

20 
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A There i s not enough i n f o r m a t i o n tc answer t h a t 

ques t ion . 

Q I see. Suppose yeu have a major c i t y , and 

hard as i t i s , I want ycu tc assume t h a t i n t h i s major 

c i t y there are products a r r i v i n g and depa r t ing t h a t 

could only be econcmica l ly c a r r i e d by r a i l , that the 

p r ices cf t r a n s p o r t a t i o n would gc UE a goed deal i f 

t rucks had te be s u b s t i t u t e d , ckay? 

A Le t me ask a quest ion f c r e x p l a n a t i o n . What 

ycu are saying i s , w i t h i n the e n t i r e r e l evan t market 

r a i l i s the cnly t r-ansperta t ion ? 

Q Tha t ' s r i g h t . Now, l e t ' s assume we have r a i l 

to r a i l c o m p e t i t i o n , and t h a t keeps ra tes - - r a i l 

tc r a i l c o m p e t i t i c r keeps r a i l rates a t , l e t ' s say, an 

index o f 10 0 . 
Okay. 

G And i f the twe ra^^: ; - -

h y p o t h e t i c a l i n s t ance , w i l l there net be an e f f e c t on 

ptic> of r a i l t r a n s p o r t a t i o n ? 

j\ Y ' '-"'/o--** g iven me ^neuch i n f o r » a t "O 
C 
answer t h a t . 

Q Suppose that the ccmmcdi 

about, the p r i c e -z" - a i l t r a n , 

ALDERSON REPORTING CC' 

Bn̂ P''̂ ilp̂ l̂f f ^ l j l ^ j i ' ' ' 
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1 Q And i f i t has t o move ty r a i l , * t s going 

2 to get to the c i t y cr f r o « the c i t y , doesn ' t i t mat ter 

3 whether t he re i s r a i l to r a i l c o m p e t i t i o n m p r i c i n g the 

* ccs t of t r a n s p e r t a t i o n , p r i c i n g t r a n s p c r t a t l o n ? 

5 A There i s s t i l l not enough i n f c r m a t i o n the re to 

6 answer. There are many cases where r a i l t o r a i l 

7 t r a n s p o r t a t i c n does make a l o t cf d i f f e r e n c e , and as I 

8 sa id seve ra l t i m e s , I spent a l a rge par t of my v e r i f i e d 

9 Statement ana lyz ing r a i l tc r a i l . l h a t i s tec broad te 

10 say whether i t i s going t c be a f a c t o r or n e t . 

11 C Wbat d i f f e r e n c e does i t make i n the example I 

12 gave you, the c i t y t h a t i s served by r a i l r c a d s o n l y and 

13 the commodity t h a t i s moving by r a i l r o a d s o n l y , what 

14 d i f f e r e n c e dees i t make t h a t the re are a l t e r n a t e seurces 

"5 of the commcdity? 

16 Suppose i * i s wheas meving to Phoenix. What 

17 does t t matter t ha t i f wheat could come from Kansas, cr 

18 i t .>uld come from Oklahoma? 

19 A W e l l , the reason i t matters i s t h a t , t ake you: 

20 wheat example. a compet i t iv^ . s t r y , so tha t i n 

21 e f f e c t eacn whecit : xzmer i s competing w l - - - •• -* ̂ ••'̂ 'r 

22 wheat f a rmer , and they hav a t i o n s h i p w i t h 

a t r a n s p o r t a t i o n ccmpan-;- - f e e t yo. 

-:--•'••'t where cne ; v „» . . r : l^-c- -u-^^-^.--

ALDEWSON REPOe-̂ ^ 

:0 f ST. N.W., WASHINGTC 
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and the f i r s t group may be served by.one r a i l r o a d 

c a r r i e r , an ' the second grcvp ce serve m o t h e r 

r a i l r o a d c a r r i e r , and i n order to compete -s 

marketplace , they tay have tc . ^hat com t lemen t ary 

r e l a t i o n s h i p so they can be i n two e n t i r e l y d i f f s r e n t 

leca t i o n s . 

For example, i f i t i s an expert product l i k e 

wheat, cne cculd be i n t h i s country and one could be 

some place e l s e . I t c o t l d be a Scuth A f r i c a n cr 

A u s t r a l i a n r a i l r o a d . And becau • * -»y have to *-a- up 

i n order to compete i n - c e i r p e t i t i v e wcr ld i rarket , any 

ac t ion hy any one «embet c . t teem can cause them te 

lose t h i i r s a l e . 

C That i s t r u e , but what e f f e c t dees the f a c t 

t h a t there are seve ra l competing farmers have to do w i t h 

the p r i c e the r a i l r o a d can c- - - -hen the r a i l r o a d has 

a d e s t i n a t i c n mono;cly.> 

A y -^11, I 

say i t again, that even *' • 

des t i n a t i o n monopo Iv , 

rc-i i c - c h i r , , 

to an ei e v a t o r , A*, goe" 

another t e r m i n a l e l e v a t c r pert 

w ha *». 

that , but I 

r a i l r o a d h:v ̂  

iave t h i s V. 
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21 

Step alcng that c h . i n , i f broken ty l aye r net 

behaving c o m p e t i t i v e l y , i t can cau. i chain to be 

exlcuded from the market . 

T h e r e f o r e , i f one cf these r a i l r o a d s r a i ses 

i t s ra tes above compe t i t i ve l ev^ r l s , i t runs a r i s k cf 

l o s i n g a sale tc scire o ther nearby r a i l r o a d cr some 

A u s t r a l i a n r a i l r e a d . They are a l l i n t h i s case, i n t h i s 

example, i n the same n a r k e t . 

Q W e l l , they are a l l p r i c i n g wheat, but we are 

not concen t ra t ing row on the p r i c e of wheat. are 

concent ra t ing cn the c o n s t r a . : - -:. r a i l r e a d p r i c i n a . 

L e f s Icok a t your Page 2 again which I found 

i l l u m i n a t i n g . 

Ycu say approximately 7r rercent cf the bard 

win te r -heat marketed moves tc po r t s on the 

f c r expe r t , r i g h t ? 

A Tha t ' s ccr : . 

Q N 0 w , w e 

going tc t a l k abcut an cr 

These f.-'rmerc i n d f . ' - • 

the r a i l r o a d s , 

•cc the G u l f . I t h i n k 

• w 97 percent of 

ome f 

T.cncpely fc 

a l r'̂ ' 

•33 

ALDERSON R E P C ) . C 

,; • V,-, <U'H:"^Z-'-i Z Z 7.G-Z0\ 
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97 percent cf Q Where f a ro ers are i n 

t h e i r wheat goes t c — 

A Yes. I i r ight add tha t there i s a b io 

d i f f e r e n c e . This is another example of how r a i l r o a d s 

and t rucks compete w i t h each other geoaraphica l ly even 

where they have d i f f e r e n t ccs t s t r u c t u r e s , tha t you have 

got t rucks moving to the Gulf f rom places tha t are 

c loser to the G u l f , and you have get r a i l r o a d s moving tc 

the Gulf f r cm places t ha t are f a r away f r o a the G u l f , 

and they do compete wi th each e the r , even though they 

have d i f f e r e r t ces* s t r u c t u r e s . They are a l l part cf 

the same market . 

G Yes, they are al"" par t o f the same marke 

t h a t i s the market f e r t h e i r p rcduc t . Is tha t r i g h t ? 

They are a l l pa r t ef the market f o r supp ly ing 

t r a n s p o r t a t i o n f r e t the f a cuthwest ^ansas tc the 

G u l f . 

I am speaking of the t r anspo r t a t i en market. 

Who i s i n the t r a n s p o r t a t i o n market 

a nsas t i. i. f ? 

There i s nc such 

'S to the G u l f , That i s too 

A 

C 

scuth . 

A 

market from southw 

narrow. 

C I see. Lc you t 

ou wheth 

. 'LDtKSON REPOHTLMG COMPAN-
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2b i' 

e f f i c i e n t t h a n o t h e r r a i l r o a d s ? 

A I am aware t h a t some r a i l r o a d s a re t h o u g h t t c 

be more e f f i c i e n t than e t h e r s . 

Q And i s a more e f f i c i e n t r a i l r o a d able t o quote 

a l o w e r p r i c e i f i t so chooses? 

A Net n e c e s s a r i l y . You have t c g i v e me more 

i n f o r m a t i o n . 

Q Othe r t h i n g s be ing e q u a l between two r a i l r o a d s 

ccmpe t ing p o i n t t o p o i n t , may the mere e f f i e i p c * 

r a i l r o a d que t e a Icwer p r i c e i f i t so chooses w i t h o u t 

I c s i n g troney? 

A I f one r a i l r o a d has a l o w e r cos t i n t h a t 

p a r t i c u l a r movement f r o i r p o i n t t e p c i n t f o r any r e a s o n , 

whether i t i s an o v e r a l l b e t t e r r a i l r o a d or h^s a b e t t e r 

r o u t e , they have t he p o s s i b i l i t y c ' -, " ^ i n - - a l o w e r 

p r i c e . 

Q Dc you c c n s i d e r thes* at Pages 1 

t o 7 o f y o u r f a r m ccmmo : . s, ' - • - - - '^dix F, tc an 

i n - d e p t h a n a l y s i s cf wheat? 

A Y e s . 

Q Would n o t an i n ^ ^ - i - i n r - o 3-, 

i n v e s t i g a t t r u c k co • 

d- true/-' 

A M y d e f i n i t 

I 
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r e a s o n a b l y d e f i n i t i v e manner. I am a n g e r i n g your 

q u e s t i o n . That i s no t n e c e s s a r y . That i n f o r m a t i o n i s 

n o t necessa ry t o arswer t h e q u e s t i o n i n a r e a s o n a b l y 

d e f i n i t i v e manner. 

Q T f i t were the f a c t t h ^ t t r u c k c o s t s f o r 100 

m i l e s were 25 p e r c e n t or acre c f the r a i l c c s t f r o m 

Kansas to t h e G u l f , would t h a t a f f e c t yeur a n a l y s i s ? 

A T h a t i s not enough c o n t e x t t o e v a l u a t e 

s cme th ing l i k e t h a t . As T s a i d a m i n u t e age , you c a n ' t 

say what i s g o i n g to happen i n a marke t w i t h c u t t a l k i n g 

abcut a m a r k e t . What we are t r y i n g to .cay i c what 

happens i n the m a r k e t , and ye t ycu a re o n l y g i v i n g me 

one l i t t l e t i n y c o r n e r o f t he m a r k e t , 

Q Dc you need more than seven d o u b l e spaced 

pages which would appear i n Appendix - "-n-^. Pagas 1 t o 7 

t : j have an in -dep t J - a n a l y s i s c f 2 t a r K e ' ? 

A A s I s a i d , my 

ana. i s cne t h a t i s i n s u f f i c i e - ^ t - ' ? t a i l t o i n c w e r 

t h e q u e s t i o n t h a t reeds t o be a r swered w i t h seme degree 

c f au tho r i t v . 

Whatever " - . . <-he enc t h e r e - A?-" *hc 

p o i n t i s t h a t I d i nswer eve ry q u e s t i o n t h e r e i s 

about the wheat m a r k e t , bu ' i eve 

rea red t „- :.. c f r e--

ues which were c 

.<!r>,tP<;OW P ( - 1 3 O P C O M P A N 

20 f C. 20001 3-9300 
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1 merge r . 

2 People w r i t e d i s s e r t a t i o n s about the wheat 

3 marke t cr even j u s t about t h e s u b s t i t u t i o n c f sorghum 

^ f e r c o r n . Eut we d c n ' t need t o dc a d i s s e r t a t i o n en the 

5 s u b s t i t u t i o n o f sorghum f e r c o r n . 

6 Q I s i t goed o r bad i n terms o f a l l c c a t i v e 

7 e f f i c i e n c y o f resov.rces f e r p r o d u c t s t e be c a r r i e d 

8 a d d i t i o n a l and unnecessa ry d i s t a n c e s ? 

9 A The way ycu s t a t e d the b y E e t h e t i c a 1 , y e s , 

10 because i t i s a lways bad t o do a n y t h i n g t h a t i s 

11 unneces sa ry . 

12 G I f i t i s , f o r e x a m p l e , we have a source t h a t 

13 i s 500 m i l e s , and we have a n o t h e r s cu rce t h a t i s 1,500 

14 B i l e s away, and we have e q u a l l y e f f i c i e n t p roduce r s a t 

15 those two s o u r c e s , i s i t no t t r e e t h a t -c ..z b e t t e r f o r 

lb s o c i e t y i n g e n e r a l t o use t he c l c s e -ce? 

17 A I t i s no t t r u e i n g e n e r a l . That i s another 

18 examr l e o f a t i c v l i t t l e f r a c t i o n o f a c o m p l i c a t e d 

19 c u e s t i c r . Yeu c a n ' t answer a q u e s t i o n l i k e th *hcut 

20 h a v i n g more i n f o r m a t i o n . 

21 -"v-.^-ki »r manv cases , f o r c-t-^-^-.-i n . w*---" -'cu 

22 might find scm is 500 miie.c mg 

23 • )0 m i l e s away, b u t be' 

?4 " -̂ c*̂ ' ^ ' - ' C t i o n , because th- -1-- *-

2b 

20 

MDFP^OM ''FPORTING CC*/ 
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away may be go ing i n the e x a c t c p p o s l t e d i o n . 

I t may be g o i n g f c r e x p e r t , say , and *ha t may 

a c t u a l l y minimi-ze e v e r a l l c c s t s . Se once a c a i n you have 

t c l o o k a t the whole marke t to make stateme-^t.c l i k e 

t h a t . 

Q Dc ycu b e l i e v e , as o t h e r witness-^- t h i s 

case have s t a t e d , t h a t c o m p e t i t i o n i s g e n e r a l l y good 

tecause i t i n c r e a s e s a l l c c a t i v e e f f i c i e n c y ? 

A A b s o l u t e l y . 

Q And i s t h a t t r u e even belcw loQ p e r c e n t o f 

v a r i a b l e c o s t ? 

A As I s a l ^ i n my s t a t e m e n t - - I c a r ' t answer 

t h a t cn^ yes or n o . 

JUDGE HCIKINS; Ge ahead . 

THE wT '^ 'V-" : f-1 I ._ * . c . . . ?J y st-* •<--"ent, t h e r e 

i s no a l l c c a t i v e e f f i c i e n c y i n t e r e s t i n c o n s t r a i n i n g 

r a t e s t e be L 1 c o m p e t i t i v e 1 . 

n V- M-^, y fpis-'CHi { Pe u T : -'-

Q An you mean by compe* 

l e v e l IPO p e r c e n t cr n e t , i n yc -n t h e 

s tand ? 

A L e t m e b e a l i t t l e m o r e 

language was a l i t t l e s l o p p y . i n g tha t 

tz 

li 

:. .-..nge o'. a - d t '- 'a 

,^jCct":^.H RfPCPTiwc COv.P 

ill i B k l l B — I l f 
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1«0 p e r c e n t , and a r c t h e r cn. , s ay , PO p e r c e n t of 

v a r i a b l e c o s t , and '-e krow a l o t c f these are about 8C 

p e r c e n t o f v a r i a b l e c o s t , then the re i - no a l l c c a t i v e 

e f f i c i e n c y i n t e r e s t . 

I n o t h e r w o r d s , ycu d c n ' t h e lp e f f i c i e n c y by 

c o n s t r a i n i n g t h e r a t e t h a t i s , s a y , f o r example , a t 80 

p e r c e n t o f v a r i a b l e c o s t . 

Q I hear what you say bet I d o n ' t u r d e r s t a n d 

what r e l a t i o n t h a t has t o my q u e s t i c n . My g u e s t i o n was , 

i n answer t c my e a r l i e r q u e s t i o n , what ycu ireant by a 

c o m p e t i t i v e p r i c e . You mean a p r i c e s e t by com: - - -^^ ion 

or a p r i c e t h a t i s some r e l a t i c n t c v a r i a b l e c c s t ? 

A I mean a p r i c e s e t by e f f e c t i v e c c m p e t i t i o n . 

Q And i f a p a r t i c u l a r mcde i s the mcst e f f i c i e n t 

way o f moving t he c a r g o , i s t h a t a p r i r by 

c c m p e t i t i o n among ; r s i n t h a t p a r t i c u l a r mode? 

A I ' - ' - u l d n ' t un dr. r - *a'.-j *he q u e s t i o r . 

Q L e t ' s t u r n t o your comments on t r ackaga 

r i g h t s , s i r . I hav* '̂ a g e n e r a l q u e s t i o n t o ask y o u . 

MS. REED* Ar . . . . . A; . . nd Ix G, coun r-^^ 

MF. KHARASCH; Ye.c. 

EY MR. KPARASCH; (Pp.-.uming) 

C Suppose the f i g ^ B ,•-.r. r. i < y ^ 

Cu are wrong 

A l D t H i j U t i Rn 'OK i iN - . . ; c c 

2 0 f ST . N .W WASHIN ' - ,TO fJ D -
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survive tha t ? 

A '^hcre i s not enough i nf cr ma 11 en t c answer the 

quest i c r. 

0 Do you have up there MKT-C-93? I t i s /our 

work papers. 

A I have tbat new in f r c n t cf me. 

Q L e f s look at the la s t pago of those wark 

papers. T e l l us wbat th i s page i s , c i r . 

A This page and the page previous te t t , I 

think, and the one before that , perhaps the whole thing, 

relate tc an ana lys i s which was done te determine the 

major commodities moving from the United ' * tes to the 

border points of Mexico. 

Q I as Icoking at the l a s t rage 

in the column labeled Cars? 

A Nuirbers. What dc you mean? 

Q Number: 
wha ' ? 

A I c r e c o l l e c t . ' 

di".-. r-f. rice in t h i s - .nal-r: ic . This ar 

aff e< 

a ranking, so t; 

' h -1.. o f ca : '̂ t TO 1-

d. 

What appears 

y 

say 

wouldn't m 

ALDERSON REPOI' . 

30 = 'V- •< W WASHINGTON. 
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rank the coBBodities. V independent cf such 

things. 

G Ycu mean rank by what? 

A By c a r s and by t o n s . 

Q Look a t your l a s t page h e r e . I d c n ' t see any 

p a r t i c u l a r c r d e r ef c a r s er t o n e . I see r e c o r d numbers 

and t h i n g s be ing p r i n t e d up . 

A I have f o r g o t t e n e x a c t l y the a r i t h m e t i c a spec t 

c f t h i s , L u t i f you n o t i c e th<^- some, h a r d w c i t i n g 

here which discusses the total amounts of various 

things. And my recellectlon is that the output of this 

finally was a ranking v:!.^cn sel<^cte . . r 

cemmodi t i e s . 

Q On the l a s t page c f M K T - C - 9 3 , we are l o o h i n g 

a t a commodity which :;eems t o h.jve a STCC Cede 01136 , 

and t h a t appears on Page 1^ c f ycc r f i n a l - ppend. 

Tab i . 

A F ' " ^ ^ appendi x . Tha* ' " , ' " 

Q y . 

A , b e l i f v f , > * my 

tha * • ' cmput • • '- ' ' ' . 

by t o r 

2fc 

20 
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1 3 , 6 8 0 

ccrner under Tons the numbers 37C1. ^tc you see that? 

At the foot of the colu;T>n? And then I see ever i t Page 

m . Table 2 ef your stateirent. Appendix G, sccghuB, 

indeed, as 370,100 tons l i s t e d . 

A That i s correc t . 

C Sew, s i r , i t i s By bel ief that a l l f igures in 

your table on Page IU are wrong by a very , very wide 

margin, and I ask ycu f i r s t , does that Batter? I s your 

discussion sc robust that there i s truck c c f p e t i . i o -

everywhere tha -at ters whether the f igures are wrong 

by a factor of two n̂d half tiff^--

A Are you saying that they are a l l ^ 

factor ef two and a half? 

Q No, I aB saying that thei are wrong by fac tors 

of 25 0 percent. 

A Put What you are sayin are a l l wrcng 

by a - C ' - £j. r- r- (1 Z * f 

A What are you saying? 

G Your t o t 

250 percent. That 

m a * 

s \ - a i d bef 
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these cemmodities end the d e c i s i o n wh^'the- not there 

was a c c m p e t i t i v e problem i n one of these c c a m c d i t i e s 

was Independent of the numb- t h i s tab l - . 

• At l e a s t that i s my r e c c l l e c t on. The 

a n a l y s i s was such that we looked at the tonnages to 

i d e n t i f y the i ta jcr ccmmedi t l e s . I aa not avare t h a t 

thera i s any pr-'-^'-T with these numbers. Put your 

a l l e g a s , there i s a p r o b l s a . And I air not done 

with By answer y e t . 

What I '̂ " '-^ - -ng i s tha t these numbers were 

used tc rank and t c s e l e c t the sa^or ones , so to the 

extent that these rumbers a r e wrong, I w:uld be 

wondering, i f I was t r y i n g tc f i n d cut i f they were - a l l 

c f f . I f your a l l e g a t i o n i s that they are a l l off by the 

c , because tha t wou' "-.ly th 

wculd aff ec t the rarv ' c •, , -.he a n a l y s i s 

of whet>-« r or not there i s a compet i t ivp problem i n tha t 

p a r t i c u l a r ccmmodity was based cn other f a c t o r s r a t h e r 

than the ab--^!-*- .)de c f the tcnni-;=. 

C , iooK a- ycu w ' -

I c c k e top of 

the pag-5. Co you • where i 

' see that . 

- be 7,* '̂ 3 . A:. 

ALDERSON REPORTING COMPAN 
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13,6fi2 

that by our i n s p e c t i o n of the *'"t»i 
tne _ t a l f i g u r e at the bottcm 

and the t o t a l f i g u r e i n ycur t a b l e ? 

A TcL- are essuBing that - -w-̂  ^ 
tons . I 

don't r o a l j ^ remember. 

C I w i l l tc-11 ycu one i n d i c a t i o n t h a t s e e t h i n g 

as gone wrong h e r e . Tc ••»,««. -jn 
I s tha t 30 c a r s c r 300 c a r s cr hew 

sany c a r s f c r 7,600 tons? 

* I c a n ' t remember. I t i s c e n v e n t i e n a l i n doing 

t h i s kind Of a n a l y s i s to t r u n c a t e numbers, and I c a n ' t 

remember i f those sre t r u n c a t e d er not . 

Q What I a , t e l l i n g you i s , i t doesn' t matter 

hew you t r u n c a t e i t 
' nd -J ^ -I 1 r . . . . . . 

i s n ' t 2*= tons or i t i s n ' t ocn 
x-̂ a . tens per Cc 

i s I t ? 

I doc 

Sorghum ^cves in c a r s of what, 75 -

g hum , 

A 

Q 

tons? 

A 

Q 

That ts p l a u s i b l e , y e s . 

And - c V : - . . 
be 

e i -

A I can ' t set 

tc me what ycu -

G Sur 

- ''ect 

20 

ALDERSON HEPOK 
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t h r e e ca r s to 7,60C t o n s , i t c a n ' t be c r r e c t . The 

r e l a t i o n s h i p o f t h e numbers i s net e q u a l t c the 

r e l a t i o n s h i p c f t e r s i n a r a i l r e a d ear of g r a i n . 

JUDGE HOfKINS: M r . K h a r a s c h , dc you - • m t him 

t o come up w i t h c o r r e c t e d numbers? Do ycu want h i m t c 

go back and put i t i n t h e r e c o r d l a t e r c r s e m o t h i n g as 

t c whether he i s i r c o r r e c t er n e t , c r what? E e c u s e 

o t h e r w i s e we a re w a s t i n a a l o t c-f t i - i e her«^ . 

THF WITNESS; I d o n ' t accept t h a t these 

numbers are i n c o r r e c t , an ! I have not accepted t h e 

r e a s o n i n g t h a t was :u s t dene . The r e a s o n i n g i s 

f a l l a c i c u s . 

JUDGE HOPKINS; I und t^ r s t and . Put th^ ' re ts 

some q u e s t i o n a b c u t i t . I d o n ' t t h i n k we need t o spend 

a l l t h i s t i m e . 

MS. REEDi i • m o r , we w i l l gc back and 

doub le check the numbers , and i r t he r e ^ - - - ' - l e m we 

w i l l submit i t . 

JUDGE HOTfTN'".- "^hank y o u . 

BY MR. Kt-Ah AS Cl l ; t Resuming) 

Q Now, you 

deesn ' t par : . . *-er w: 

as t h e rank a re the s< me. f . ; 

cuck 

s r do n o t kn-

ALDERSCN REPOf 
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e f l e c t took a conse rva t ive assumption t h i t . 

Q Sew, ycu have ncted t h a t ycu have seen -ose 

f i g u r e s t h a t show water as a s i g n i f i c a n t compe t i to r o f 

gra in to Mexico, ce r rec t? 

A That i s c o r r e c t . 

Q What do you know abou - buyer , Conasupc's 

reason f o r meving ?ra in by water cr r a i l ? 

A I know t h a t they have r e c e n t l y , i n the l a s t 

few years , expanded t h e i r por t s and increas-^ i r use 

cf the water mcde. 

Q Dc you krcw whether i n f a c t r a i l i s the 

cheapest way to get gr.ain tc Mexicc, but the Mexican 

system c a n ' t handle the g r a i n hauled by r a i f 'T'ha * i s 

not t e s t imony . The quec t ion i s , do you know whether 

tha t i s t r u e or no t? 

A I don ' t know c"t . T do have i . i 

op in ion on i t , th 

G De you krow whether -

purchase order fc 

come by r a i l and .. •-'̂e by r 

what Mexican e n t r y p o i n t i t ir. me to? 

A That 

Did you t^v^ -in oppor tun i -

t c 

ALDERSON R£POi<riNc COn^r'.^'-

,.• w w,-.'^MiNr.roM C C 20001 
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* e x i c o shown i n t h a t f i n e d r a f t diacr-^ ^or ^ l a y e r s 

i n the Market? 

A The d a t e was November 1 , 198U. 

Q November 1 , ISBI4? 

A T h a t ' s c e r r e c t . 

Q I s t h a t ere t ^ j t i s i n your wcrk papers? 

A I t i s n o t . 

Q Would ycu e x p l a i n why you t h i n k t h e f a c t t h a t 

t h e r e i s one r a i l r e a d i n Mexico means t h a t the whole 

Mexican — t h a t a l l t r a f f i c i n * e x i c e s h c u l d be 

c o n s i d e r e d t o g e t h e r i n making y e u r a n a l y s i s ? 

A Any a n a l y s i s cf such a market must be based cr 

t h e ease w i t h w h i c h a buyer can s w i t c h around tc 

d i f f e r e r t p a r t s o f the m a r k e t . I t i s a su h . s t i t u t i cn 

e f f e c t . 

And your e a r l i e r s t a t emen t demcn. t h a t 

Cenasupc has t h e a ' to not o n l y d e c i d e whether t o 

use wat^'r or r a i l , but t o s p e c i f y • i n t o f 

access to t h e c o u n t r y . 

S' , i f they want f > accept a : z i . ' • ^- l i r 

r e l a t i v e l y f a r t h -'est < by 

w a t e r , t ha t i s w i * *-: r t h e i r power , '̂ v=» 

demons t ra ted a w i i ss t o d. 

use o f w a t e r , wh 

wculd ; 

ALDERSON REPORTING COMPAN 

W.. WASHINGTON, OC. 2000! 't 4 JOO 
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Q What has t h a t c o t t o dc , my q u e s t i c n i s , w i t h 

the f a c t t h a t t h e r e i s one r a i l r e a d in^ Mexico? 

A Tha t w a s n ' t y c u r q u e s t i c n . Your g u e s t i o n was 

-hy t h i s p a r t i c u l a r r a i . r c a d . Th i s p a r t i c u l a r r a i l r o a d 

i s owned by the r o . ^ r n m e r t . I t i s a n a t i o n a l r a i l r o a d . 

Conasupo i s a l s o a r agency c f t h e gcvernmen*. 

Se t n e f f e c t we have a s h i p p e r here which owns 

i t s own r a i l r o a d and reaches a l l t h e b o r d e r p e i n t s , and 

i n e f f e c t i t can a l s c c e n t r c l the wate r r o u t e s , so i t 

can abs rb g r a i n by water as w e l l . 

So t h e s h i p p e r has c e n t r o l o v e r a l l a t . 

I t i s l i k e the s h i p p e r has premises t h a t a r-- — l a r ^ e as 

t b a t . 

G Wculd yoc d i s a g r e e w i t h w i t n e s s e c who have 

s a i d , r a i l r o a d w i t n e s s e s whe have s a i d t h a t they 

c o n s i d e r c e n t r a l ard e a s t e r n Mexico t o be 

goods coming i n and west c o a s t " e x i c o t o be a n o t h e r 

mar• ^ t ? 

MS. REED; C o u n s e l , are ycu a-

assuming t h a t t o be the ca . i b j e e t 

JUDGE HOFKINS; L e t ' s dc -

BY MR. KFARASCH* (Re 

g Snprone r a i l r o a d w i t n 

you a g r « e or d i s a 

A I wou 

ALDERSON REPC" '^'Z T -̂ ^Mt̂  

20 f ST N.W., WASHING 

*=or 

t h a t 

:k ? 

- y • 

Wculd 



1 3 , 6 8 7 

-IS* 1 made a d e c i s i o n on a g r e e i n g c r d i s a g r e e i n g . My a n a l y s i s 

2 does n o t l e a d me i n t h a t d i r e c t i o n . 

3 Q Has ycu r a n a l y s i s shewn ycu a n y t h i n g about the 

* c o s t o r d i s t a n c e s i n v o l v e d xn m o / i n g p r o d u c t s w i t h i n 

5 Eex ico by r a i l ? 

6 A Nc , as I have s a i d a l o t e f t i m e s , I have used 

7 the market approach r a t h e r than the c c s t a p p r o a c h . 

8 Q Yeu c o n s i d e r e d Mexicc cne market f o r t h a t 

9 purpose? Cne r e c e i v i n g market i n t h a t sense? 

10 A Fer a n a l y t i c a l purposes I used t h e movement o f 

11 these v a r i o u s c o m m c d i t i e s t e Mexico as a m a r k e t , t hough 

12 I r e c o g n i z e d t h a t i n f a c t ycu c o u l d make a case f o r an 

13 even b roade r m a r k e t , because you a r t d e a l i n g w i t h b u l k 

14 cemmo . i t i e s t h a t a re s h i p p e d t e r e x p o r t , and many o f 

15 these cemmodi t i es ira v g e , f c r exan- r l e , t c Houston c r 

16 some o t h e r p o r t i n the Gu l f . 

17 And u n t i l they are a c t u a l l y put ' ' 

18 e>--^rt to M e x i c o , they d o n ' t knew u n t r y ic i s 

19 go ing t c be e x p o r t e d t o , so you can make a case f - ' • 

20 b roader o n e . Rut 1 chose n e t t c , beca' more 

2"! c a u t i o u s approach seemed warrar 

21 G Do you agree or d i s a g r e e - t - " ^ 

23 d i s a g r e e w i t economis t who I wor ry wh. 

''111h^ r c f c',' , n k s * 

r tn e da ng . 

ALDERSON REPORTING COM! 

20 f WASHING 
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A That i s another h y p o t h e t i c a l t h a t r equ i r e s 

more i n f o r m a t i o n t c answer. Sometimes I would and 

scmetimes I w c u l d n ' t . I t wculd depend on other f a c t o r s 

i n the market . 

.'iinFC^ON qr-rico-^iW^ r O M P t ' 

20 F 8-9300 
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MR. KHARASCH4 T h a t ' s enoVf lh , t h a r k y o u . 

J-DGE HCIKINS; Tbank y e u . 

L e t ' s t a k e a r ecess now. 

86 w i l l t ake f i f t t e n m i n u t e s . 

(A b r i e f r eces s was t a k e n . ) 

JUEGE HCIKINS; Back cn t h e r e c o r d . 

M r . L i v i n g s t o n ? 

EY MR. LIVINGSTON; (Resuming) 

C Good a f t e r n o o n , Mr . Klem. My name i s B i l l 

L i v i n g s t o n , and I r - nt Un icn P a c i f i c . 

I want t c ask a number c f qu- ^^out t h e 

t e c h n i c a l a spec t s cf your work t-etK-. 

Were you t h e pe r scn whe de s igned the computer 

s t u d i e s t h a t were done f c r your s t a t e m e n t ? 

A Tha t i s c o r r e c t . 
0 YOU made the j u d g - e n t s as t o how the s c r e e n i n g 

procedure shou. - . °f ^-^^'^ 

A T h a t i r c c r r - • 

Q : want t e l o o k ' - ^ a t T we ^ . 1 1 your 

p e i n t - t e - p o i n t i n wh ich yeu u l t i m a t e l y conc lude 

- . - / • . . r, . •.'r-.,'-p the re 
• t t h e r e are a p p r o x i m a t e l y ' 

may be comp ve p r o b l e m s . 

0" pane e n t , 

na lyzed ax j . --ne T:.*.. 

LC U : 

ALDERSON '• 

1- ' I N W WASHI 
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^1 

1 t r a f f i c independent of cne another. 

2 A That i s c o r r e c t . 

3 Q I f you found a SPIC u pair where the 

^ applicants c a r r i e d t r a f f i c tn j c i n t l i n e service and 

5 didn' etherwise carry t r a f f i c , that wculd r o t be 

6 included i n your UC6? 

7 A T^at i s c o r r e c t , i di d f i n d some where they 

8 both p a r t i c i p a t e d , but cnly xn j c i n t l i n e service with 

9 each other, and T did exclude those. 

10 Q And g e t t i n g dcwn xz t h i s U06 SFLC a flow s , 

11 t h a t i n a sense was your f i r s t screen, correct? 

12 A T'-'at i s c o r r e c t . 

13 C And you e l i m i n a t e d 88 p e r c e n t o f the 

1* a p p l i c a n t s ' t r a f f i c a t t h a t p o i n t , i s t h a t c o r r e c t ? 

15 A I b e l i e v e c o , y e s . 

16 G You used the f i g u r e o f 12 p e r c e n t p a s s i n g 

17 t h r o u g h t h i s s c r e e n . 

18 A T c a n ' t r e c o l l e c t whether thr'.t was 12 p e r e e i . t 

19 o f a p p l i c a n t s ' t r a f f i c or 12 p e r c e n t o f t h e t o t a l 

20 t r a f f i c i n those m a r k e t s . But i t i s abou t the sam^.'-

21 7 The sentence says 17 r e r c e n t c. j . r t r . i . 

22 the i a '> t s en tence ci t ! i i f . n . 

23 A ' ce r c e n t o f a l ; 

74 combined . 

G S 0 you h av e e 1 88 p< ^ , - , 
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a p p l i c a n t s ' t r a f f i c because i t d i d n ' t ^ s h o w up as b e i n g 

where they b c t h were c a r r y i n g t r a f f i c h - - y - . n two SFLC 

' 4 S . 

D i d i t s u r p r i s a you t h a t such a s m a l l 

p e r c n t a g e of the a p p l i c a n t s ' t r a r f i c made i t through 

your f i r s t sc reen? 

A I w o - i d n ' t say s u r p r i s e , but i f I would have 

guess p r i o r i-o d o i n g the a n a l y s i s , I a i a h t r o t have 

guessed t h i s number. 

C Would yoc have gu-ssed a h i g h e r nrmber? 

A P r o b a b l y . 

Q When / ou saw t h i s numher, i n view c f y o u r 

s c r p r i s e , d i d you nake any check t e see whether you 

migh t have done s o i e t h i n g wr.)ng' ' 

A As I s a i d , I wp.rn'v cur p r i s e d . 

Q ' : r i k e the word "sur pr i s en . " 

D i d you make any check t o see wh^-thex . a c t 

the a p p l i c a n t s c a r r i e d acre than 20 ml l l i c n tons i n 

head-* ; - h e a d , s i d i n g - t o - s i d i n n c o m p e t i t i o n ? 

A 

Q What r^y-rv .-1̂  ^^-u make? 

A 

C Ycu V. ., .,jck t c . . . 

2: f Z .'8-9300 
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A I thought that was the qu€«J| ion ycu a s k e d . 

Q Did you check by n c i r . r to other seurces to 

f i n d data about the a p p l i o a r t s ' t r a f f i c to see i f ycur 

f i g u r e was c o r r e c t ? 

A I have never seen another source that would 

answer t h i s p a r t i c u l a r q u e s t i o n . As f a r as I know, 

going to the data d i r e c t l y i s the only way. 
.),561 SPLC u p ^ i r s , G H c w, m d̂ â ^ . . • ' 

which ycu cut back to U06, how man,. ' ' 

r epresented by a s i n g l e w a y b i l l ? 

A p.-w • .-.: -t "'ie tiOe? 

Q s z , c ^,56 1 f lows that ycu s ta '̂• 

A I d i d n ' t look f c r t h a t . 

Q DC you krcw wi-e*Her there were any that were 

represented by a s i n g l e w a y t i i x xn your sample? 
A I dc know that many of these f lows were ones 

,>,-,r~c-,~r n a m b e r o f 
where 0 

. , 1 , . . ' o • • r 
w a y b i l l s , an 

-omm on 

w a y b i l l s i n that same w 

c e c u r r e n c e . Y c . * 
VJ, :) n e c : 

24 

was a l a r g e mar* 

ne a .. 

s. •vM' WASHIN 



13,653 

1 ' you have any SPLC u p a i r K whete i n y c u r 

2 sample you had o n l y one w a y b i l l ' 

3 A I sa id 1 d o n ' t reirember t h a t t h e r e was one , 

* bu t I do remember t h a t t h e r e were seme wher- • 

5 a t p l i c a r t s , cne c f t h e a p p l i c a n t s had a s m a l l number of 

6 w a y b i l l s . 

7 Q L e t ^ s d e a l w i t h t h e s i t u a t i o n where y j u r f l o w 

8 i s r e p r e s e n t e d by a s i n g l e w a y b i l l i n the 1 p e r c e n t 

9 w a y b i l l s ample . Assume t h a t t ; r c u r r e d . 

10 I n t h a t case , ycu wculd a u t o m a t i c a l l y have , 

n would ycu n e t , a s i t u a t i o n wherf= one c a r r i e r had ICO 

12 p e r c e n t , one a p p l i c a n t had 1CC rer^-^nt --nd *he '^ ther 

13 a p p l i c a n t had z e r o p e r c e n t ? 

14 A "hat i s c o r r e c t . 

15 G And i t wculd d r c p ou t c f your snalysi ' ;^ and 

16 would net be a n a l y z e d f u r t h e r ? 

17 A T t ' s ^ r u ' i f an appl 'CO 

18 perc t - - w a i t a a i n u t e . T might have answered yeur 

19 e a r l i e r que-«^tion w r o n g . 

20 C Ycu are d e a l i n g w 11 

21 £ am p i e , i s n ' ' -:- -<, t c o : 

22 A ' 3 * : u t I d i d answer your • 
t 

w r c n g . Ycu s a i d i f t h e r e " 

m tho a p p l i c a n t s i n t > 

. ne w cu I d ha V f ' * 

AIDFRSON RFBOPTING COMPAN-

20 
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1 f e l l o w . ^ 

2 Q W e l l , one would c l e a r l y have 

3 A That dees f o l l o w . 

4 Q And t h e r e f o r e , i t wo . ' 'top cut cf y o j r 

5 a i - a l y s i s and not be analyzed f u . t h e r . 

6 A That i s c o r r e c t . 

7 0 And even though *^ : ^ w - r V *•-•* '~ a 

8 p a i r may be served independently by both of the 

9 a p p l i c a n t s and they both may c a r r y 50 perce 

10 t r a f f i c that i s moving between those SPIC u po in t . . , . t 

11 would s t i l l drop out of yeur a n a l y s i s , 

12 ft Any poin* vhic \ rpied waybi 

13 from the a p t l i c a n t s wculd i r p l y * i t the a p p l i . - had, 

14̂  from one a p p l i c a n t , would be one such that the 
i 

15 applicants v.culc he very l i k e l y , that p a r t i c u l a r 

16 a p p l i c a n t , T mean, would be very . - . ' 

17 exceedingly small tcvement m that market, 

18 zerc market share tased absence cf w a y b i l l s 

19 i s a plausi " - - * • n. 

20 Q I im net -hether the assumptions are 

21 pla . . . -jm I c c t t r 

23 i| SFLC a p a i r , that 

Ycur f i r s t s c r e f 

2C 

pair didn't make 

av a i l a b l e 

ALDERSON REPORTINC 

*9'W3^'f3im^3^9^'W'\ 
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1 A I t i s t r u e t h ' * th '?re was o n l y one w a y b i l l , 

2 then i t d i d r ' t make i t t h r c u g h the s c r e e n , t u t T d c n ' t 

3 have any r eason t o know t h a t the a p p l i c a n t s s p l i t the 

4 t r a f f i c . 

5 Q P t t ycu w c u l d n ' t have any i d e a o f what t h e 

6 a p p l i c a n t s ' .narket .shares were i n t h e case where you 

7 o n l y had one w a y b i l l . 

8 A I would have an e s t i m a t e r o f - - I would have 

9 an i d e a i n the sense t h a t I wcu ld have an e r t i m a t e r o f 

10 the marke t s h a r e . I t would no t be the bes t e s t i m a t e r i n 

11 the w o r l d because cf t h e p a u c i t y of d a * i , but n 

12 e s t i m a t e r on a s t a t i s t i c a l sense. 

13 I 0 I f I r andomly p i c k a SFLC u p a i r - ' - i c k a 

14 s i n g l e w a y b i l l f r o r r i , am I a c t i n g r a t i o n a l l . 

15 conc lude t h a t t h e r a i l r o a d t h a t shows up on t h a t w a j ^ i l l 

16 has 100 p e r c e n t o f a l l o f t h e t r a f f i c ? 

17 A Under y c t r ' , y p o t h e t i :-31 yeu s a i d yeu t o o k a 

18 Bovement and t o o k c n l y cne w a y b i l l . Th.^ what 

19 tbey dc i n the way t i l l i^ampld. Ihey ha-. a.-nplma 

20 p r o b a b i l i t y , so th I 

21 t u r n e d up o r t h -

mean so me t h i n :-, ^ ' • 

23 Q . Wi tness - -

24 i s n o t the 

20 
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w a y b i l l . Tha t i s not d e s c r i p t i v e o f wha- - w a y b i l l 

p rocess does . 

Q When you have one w a y b i l l f r o m a SFLC u p a i r , 

ycu d o n ' t have any i d e a , de y o u , whether i n t h e r e a l 

w o r l d one c a r l o a d roved between those p o i n t s i n t h e y e a r 

i n q u e s t i o n cr UO c a r l o a d s moved between these *wo 

p o i n t s i n t h e yea r i n q u e s t i o n , i s n ' t t h a t r i g h t , g i v e r 

t h a t c h o i c e between one and UO? 

A T h a t ' s net r i g h t . 

C Yeu a r e ab l e te s a y , g i v e n one w a y b i l l 

between — and t h i s i s a cne i n d red sample , i s i t 

n o t ? 

A Nc, i t i s n o t . 

C The one t e r c e n t w a y b i l l s a m p l e , i s th*» one 

p e r c e n t w a y b i l l sa i tp le a cne i n a h e n . , -ample? 

A No, i t i s n o t . 

Q What I S I t ? 

A Tt i s a s t r a t i f i e d sa-nple w i t h a v a r i e t y of 

d i f f e r e r t s a m p l i n g p r o b a b i l i t i e > . t h a t can gc as h i ' 

Q Which i s wha t , cn--̂  

A No, one i n tw . 

y woul 

0 I n s i t u a t i o n s wh 

' uc as bein.:; 

t w e n t y ' 

em 

••' ^ .i y • 

vayb -

r r - ia 

ALDERSON REPORTING COMPAf 
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t he Santa F e , and nc o t h e r w a y b i l l s r « # r o s e r t i n g t h e 

SPLC U p a i r , t h a t SPLC p a i r wculd have dropped o u t c f 

your s t u d y , i s n ' t t h a t r i g h t ? 

A I ' m s o r r y , I d i d n ' t g e t t b a t . 

Q You have a SPLC U p a i r , one of these 9 , 5 6 1 , 

and y c u had o n l y two w a y b i l l s , b c t h c f which were Santa 

Fe , you w o u l d d r o p t h a t o u t of yeur s tudy a r d n o t 

c c n s i d e r i t f u r t h e r , i s n ' t t h a t c e r r e c t ? 

A "" ' t i s c o r r e c t . 

Q Now, dc you know how many o f your movenents 

a re r e p r e s e n t e d by o n l y two w a y b i l l s ? 

A Ne, I do n o t . 

Q L e t me show yeu seme e f your work p a p e r s . I 

have handed ycu a t h i c k vclume c f wcrk p a p e r s . I t 

appears t o me t h a t t h a t i s a l - * i r g o f a l l of t h e 9 ,561 

SPLC U p a i r s t h a t you r e f e r r e d t c m ycur t e x t . 

A Tha t IS cc r . -3Ct . At l e a s t t h a t i i wh..t i t 

appe.ars t o he . 

G And looking down, you report en there the 

number cf w a y b i l l r.---ords yeu have for each SPLC U 

p a i r . '̂ cw, you se. ,u.-e a numbc^ ic ycu not, 

ycu can t u r n to any page you chc 

represented by a s i n g l e w a y b i l l . 

A That i s c o r r e c t . 

t hose becac 

^ i n c p r p N «)rpr»RT!N(-. f ^ M P A -

lO 
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r e p r e s e r t e d by a s i n g l e w a y b i l l , yoo- s t e p p e d s t u d y i n g 

t h e t r a f f i c , i s n ' t t h a t c o r r e c t ? 

A I s t o p p e d s t u d y i n a t h ^ - - - f f i c because t h e r e 

was no ev idence o f d i r e c t , c o i n : t c p o i n t c c m p e t i t i o n 

between the a p p l i c a n t s . I i n t e r p r e t t h a t t c be a 

q u e s t i e r ef why I ' - ' - ̂  - ' ' ' ^ ^ ^ answer 

t h a t . 

JUDGE HOFKINSi : ahead. 

3v WR . LIVINGSTCNi (Resuming) 

C Yeu had cne w a y b i l l . 

A I 'm n o t cone ye t . 

I e x p l a i n e d i n my v e r : . : - • -

p rob lem ycu are g e t t i n g a t i s a r e a l p r c r l f e .T . " / 

c h a r a c t e r i z a t i o n o f i t i s a l o t d i f f e r e n t than the way 

ycu c h a r a c e t i z e d i . . t u t i t i s a r e a l p r e . . 

d e a l t w i t h t h a t problem b 

e x t e n t i t was econcmic. i 

nc - use SPLC 6 - t o - S ' \ r ' 

sugges ted h e r e , becaus-

ycu wc. . 1rd ma n y, 

c a t e g o r y . ^ ' ' • ' ' " 

a t i t bc th w a / s , I have •. 

m u l t i tude o 

the p : ycu -

the f i c . t h e 

; i c a l , 

1 V • -" c , w h i c ^ -^n^ t c n c- has 

"̂C 6, 

re c f them would be : 

' c li 

20 
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13,69? 

p r o b a b i l i t i e s i n tho w a y b i l l s a m p l e , t i i ? t i f a c a r r i e r 

c a i i ' t ge t e reogh t r a f f i c i n a SPIC u t c SPLC u 

b i d i r e c t i o n a l agg rega t ed movement, t h e r e i s no e v i d e n c e 

t h a t they have any s u b s t a n t i a l amount o f bus iness i n 

t h a t movement. 

Q M r . W i t n e s s , l e t me ask ycu t h i s . I f -we went 

t h r c u g h your work f a p e r s t h e r e , we cou ld c c c n t up a l l e f 

t he SPLC u p a i r s t h a t were r e p r e s e n t e d by a s i n g l e 

w a y b i l l and thus a u t o m a t i c a l l y showed 100 pe rcen t -'^er o 

marke t shares between t h e a p p l i c a n t - . n ' t t h a t r i a h t ? 

A I d o n ' t agree w i t h the c h a r a c t e r i z a t i o n of 

i t . T h a t ' s net a f a i r c h a r a c t . t i o n . 

JUDGE HOIKINS; Say yes c r n o . 

THE WITNiSS; No. 

BY MR. LIVINGSTON; c - p s u ' ^ i m ) 

C Yeu cannc t coun t the nurrh ' - * i r g l e w a y c i l l 

movements i n those work papers? 

A Tha t ycu can d o . 

Q And i n a l l tnese caser . one ''• • a p p l i c a n t s 

wculd be shown as a 7ero 

would net have s t u d i e d : . 

c o r r e c t ? 

A ' i h a t i s c o r r e c t . 

N o w , h o w m an y o f 

t c r i i : * you ha 

u 

: r , i s n ' t t h a t 

ALDERSON REPORTING CON 
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,-cr rp«5cn ted by tb<= o n < | - w a y t i l l f i r s t screen are r e p r e s e n t e u 

e n t r i e s ? 

A I d c n ' t know. Can I say why i t -s not 

r e l e v a n t ? 

JUDGE HOPKINS; ^ w o u l d n ' t now because we w i l l 

never f i n i s h h e r e . I t you . a n t t - - - - t e t h a t , we 

« i l l be he re f o r t h - n e x t f i v e c r s i x d a y s . 

BY MR. LIVINGSTON; (Resuming) 

Q DC you r e c o g n i z e t h a t i t would b - i n t he 

hundreds of t h o u s a r d s o f tons? 

A I do n o t . 

C Dc you krcw? 

A I d c n ' t know. 
Q DC you r e c o g n i z e the p o s s i b i l i t y t h a t i t m i c h t 

be i n the m i l l i c n s c f tens? 

MS. REED* The w i t n e s s h- "eady i n d i c a t e d 

t h a t he d o e s n ' t k n e w . 

JUDGE HCIKINS; 

BV MR. LIVINGSTON; ( resu-n ina ) 

•CT o" • 3S , n Ot 

Q Now, there ar P gu i " 

jost one waybill ertry. whe:>. i -
e d p i 

p e r c e n t marke t share 

the:.e 9,65 1 - ^ t C a r a l " 

R Tha t 

! Q I n d e . 

ALDERSON REPORTING COMPACT 

-,.- • = • ! N W WASHINGTON, DC. 20C 
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100, d c r ' t ycu — 

MS. REED; That questicn has already been 

answe re d. 

KF. LIVIJiGSTONi Nc, i t h a s n ' t . 

THE WITNJSS; 1 d c n ' t know t h e answer . 

EY MP. LIVINGSTCN; (^^cn-^ ing) 

0 Where t h a t d i d shew ur a:-, a zere-100 marke t 

share s p l i t between the a p p l i c a n t s , i t d i d n ' t make i t 

t h r c u g h your f i r s t s c r e e n , i s t h a t c e r r e c t ? 

MS. REEDi That q u e s t i c n has been asked and 

answered. 

JUDGE HCt''''**J~; That has teen asked and 

answered a l s c . 

BY MR. LIVINGSTCN; {Resuming) 

C Yec wculd r e c c g r i z e t he p c s s i b i l t t y , w o u l d n ' t 

y e u , t h a t v ' z t e i t i s r e p o r t e d as a - V C marke t 

sha: . ' l y t i l l s a m p l e , t h a t t n f a c * 

a ; ; - I i c a n t s p h y s i c vc *he c r i c i n ;nd tne 

d e s t i n a t i o n and a r t m a p o s i t i o n p h y s i c a l l y t o 

compet G ? 

A '--J r . < - h a t t ; . : , n g . 

t he re are many - t i o n c ' '/e both 

o r i g i n and 

ALDERSON »' 

20 f ST , N W , W;. 628-9300 
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13 , 7 0 2 

compete i n t h a t m a r k e t , and th i .c i s t h a t . 

L e t me f i n i s h . 

I f you have tonnage i " *:i-:s m a r k e t , t h a t 

i m p l i e s you have the a b i l i t y t o compete i n t h i s m a r k e t . 

L e t ' s l o c k a t seme o f the examples o f ones ycu 

want me t o i n c l u d e . L e t ' s l o o k a t C u a b ^ ; r l a f d , " a i n e to 

t c u g l a s , Oregon , o r Cumber l and , Maine t c Goes, O r e g o n . 

I f I i n c l u d e d i n I l c w s l i k e t h a t , i t would v i t i a t e the 

whole a n a l y s i s . 

0 I f you heve a SPLC a p a i r t h a t ;ihcws a zero 

and a ICO p e r c e n t market s h a r e , and ye t a s i z e a b l e 

number c f w a y b i l l r eco rds i n d i i -hc ' -o '^ a l i ' -Tf-

f l o w o f t r a f f i c , ycu would r e c o g n i z e the p o s s i b i l i t y , 

w o u l d n ' t y o u , t h a t i n f a c t t he two r a i l r o a d s are 

c c m p e t i r g b u t t h a t "no c f t h o r - t i l r c a d c , by c o n t r a c t s er 

o t h e r w i s e , has o b t a i n e d f o r the s h o c t term a l l of the 

bus iness i n t h a t SI IC u? 

A T sa i i n mv V(, r i ' . . t wa s 

the purpose c f - - tne answer i s no . 

Q Ycu don n i7e - ty? Ycu 

t h • nk t •-at i s i nr 

A i i n t e r m p o s s i 1 ; " " • 

other than e s s e n t i a l l y zerc proba 

my eta' ows w. 

AID'R'iON REPORTING COM! 
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between A and B, and i f the r a i l r o a d d i d s ign a c o n t r a c t 

w i t h tha t s h i p p e r , *he very problem tha* y : i r a i s i n g 

here would i n f a c t be a s e r ious problem, and tha t i s why 

I aggregated i t . 

MF. LIVIFGSTON; Your Honor.-. I world l i k e t e 

o f f e r and mark as Ur/MP-C-79 scire excerpts from " r . 

Klem's work papers . They come frcm the v o l t r e t h a t he 

was j u 3 t l o o k i n g a t . This i s a c o n f i d e n t i a l e x h t h i t , 

and as T undertands i t , i t ic ccvered by t h " - - ." ' tect ive 

order . 

MS. PEED; 1^ Counsel i s going to discuss a 

s p e c i f i c commodity or f l ow d a t a , then w*:̂  a: - , ; 

have to have tha t po r t i on of the record be under seal . 

These w i l l have to : the sealed sec t ion of the 

dccket hecause they do con ta in c o n f i d e n t i a l 

i n f er ma t i c n . 

Coun a pro 

Any J ' y : • ./ • • - < * i r"? r ^ t • n , 

te get in to a d e t a i l e d d iscuss ion o 

to c l e ing rocm. 

J'iTGF HCTKIN"^: Aro ycu cclng *e? 

' o c*-̂  i n g 

W'-; W -. i i. i l d v e 

shoule me 

ALDERSON RFi-iORTINC COM 
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13 ,7CU 

I h a v e n ' t g o t t e n a copy y e t . 

BY MR. LIVINGSTCN; (Fesuming) 

C Le t me f c c u s on - -

JUDGE HCIKINS; I w i l l aa rk t h i s f o r 

i d e n t i f i c a t i o n as UP/MP-C-79. 

{""h document r e f e r r a d to 

was marked E x h i b i t No. 

UP/M-C-7Q f o r 

iden t i f i c a t i c n . ) 

BY MR. LIVINGSTCN; (Fesuming) 

Q Let me f c c u s en t h e t h i r d pa-i ' h i s 

e x h i b i t . There i s a l i ' - ' - ' c th t - re c f cne o f the SFLC Us 

i n F r e s n o . 

Do you see t h a t , and the SPLC U I am 

i n t e r e s t e d i n i s 8786, wh ich i s a l o c a t i o n :n F r s sno . 

Dc you see t h a t , " r . ss? 

A I dc see t h a t . 

Q What yo-: ^ have l i s t ' - - ^ , T t : . . -,-cur 

-wc • pers , t s a 11 or the asovemer 

Fresno to v a r i o u s nind t ; n t r y , is 

V sr.I 

• I 

• 

23 

25 

II p o i n t , 

.. s an 

Tha t" h t . " 

t s shows a l l o f 

I have t e 

ALDERSON (.EPORT.NC ^OMP 

20 f ST N.W., WASHINGTON 

S t 
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no b i d i r e c t i o n a l f l e w s . Tn o t h e r words , these have n e t 

gene t h r o u g h th*^ f u l l a g g r e g a t i o n p r o c e s s . 

G New, t h i s p a p e r , l e t tre take an example . 

There i - a sh ipment t o — t r a f f i c be ing r e p o r t e d t o 

G u i l f o r d C o u n t y , N o r t h C a r o l i n a . 

De you see t h a t ? 

A Yes , I d c . 

G Cne o f tbe a p p l i c a n t s i s l i s t e d as h a v i n g 100 

p e r c e n t o f t h a t t r a f f i c , sc i t f a l l s o u t . You d o n ' t 

s tudy i t f u r t h e r . 

A One a p p l i c a n t has 16 r e c o r d s . 

Q You a r e l o o k i n g a t t h « wrcno one . 

MS. REED; Would you l i k e a r u l e r ? 

BY HR. LIVINGSTON; (Resuming) 

Q These are f a i r l y s i m p l e q u e s t i o n s . The * 

e n t r y f rom the b o t t r m 

G u i l f e N o r t h ( 

as hav ing 1 p e r c r 

c o r r e c t ? 

A •' 

^ 1 — 

C Wc don' 

The ne * 

j*^ shows shipments to 

\a, anc: i: shows er 

Acce rd 

' -o u d' 

2C 

ALDE«'SON REPOK 
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r i g h t ? 

MS. REED; I s Ccunse l assuming t h a t — the 

w i t n e s s has s t a t e d t h a t t h i s i s net a b i d i . • .o 3a 1 

f l o w . T h e r e f o r e , are ycu assumt rg t h e r e i s no t a f l o w 

go ing i n t h e oppes i t e d i r e c t i o n ? 

BY MR. LIVINGSTCN; (Resu l t i ng ) 

Q Can you answer t h e q u e s t i c n ? 

A My answer , I auess , i s t h a t I d o n ' t know t f 1 

s t u d i e d t h i s or n o t f o r c e r t a i n . I hav? t c t h i n k about 

t h a t j u s t f c r a s econd . T h i s c he v ^ l l one t h a t I 

d i d s t u d y . T c a n ' t l e e k i n any cne cf these and say 

whether -^ot I d - . ' -*udy i t c . .. . i r i 

e x h a u s t i v e l i s t c t a l l c f d u a l 

m o n o d i r e c t i o n a l , t r o t h e r words , c r : g i n to d e s t i n a t i o n 

p c i n t s . I c 

j u s t f rcr r 

G L e t : 

cc - -ep •- • . . y . 

t h e z - re 

A 

t he equal 

. 1 =, *- any on--- c ' *h'^re ard t e l l ycu 

whe the r cr nc 

c o i 

ALDERSON 

N.W., W.~ 
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C Do you * h i n k they have 6qua€ a b i l i t y t o 

compete f r c i t Fr--sn c t o anyplac l e o r g i a ? 

A I d c n ' t knew the answer t c t h e q u e s t i o n ef 

whether or no t t h e y have equa l a b . . . . - / . 

C I s n ' t i t u n r e a s o n t l e t o i n s i s t i n the cas^ c f 

t r a f f i c t h a t e i t h e r c r i g i n a t e s c r t e r m i n a t e . : i n t h e e a s t 

t h a t th - = - c l i - ^ ' - t s have shares o f '"^"^ ame SPLZ u 

f l o w ? 

A N o , i t i E no t . 

C Do you t h i n k i f cne t h ^ a p p l i c a n t s has a l l 

the t r a f f i c f r o m Fresno t o E a l t i m c r e - - ^r one 

has a l l the f i c f r c -^ ^resnc t o Washi; 

m d i c a t e s t h a t ycu - .on ' t need tc ,-*tdy ^-•i*'-.cr ... 

f l o w s ' ::e t h e y a re both 100 and zero 

share s? 

A That one .̂.- . touch " r -

p a r t i c a l a r geographv i n v o l v 

answer — 

JUDGE M'̂  ^v-r^c-. v -̂ y : - ' ' - ..ugh ens? 

Answer i n t c some c t h e r 

on< 

THF WT — d tcu-gh o 

ALDERSON REPOP 
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l e o k i n c a t the r o u t i n g s , ana ly * he v a r i o u s 

p o s s i b i l i t i e s and c o n s i d e r i n g ..-n^-, th . . t r a n s i t 

t imes and a l l t h e c the r v a r i a b l - ^ s t h a t a f f e c t r a i l r c ? d 

s e r v i c e . Tha t i s an a p p r o a c h . That i s n o t t h e approach 

t h a t I a d o p t . That i s r o t the approach many economis t s 

would a d o p t . 

Ra the r than t r y i n g t c de an e n g i n e e r i n g 

approach w h i c h would be r e q u i r e d t o answer your 

q u e s t i e r , I took a marke t a p p r o a c h . 

G L e t ' s be c p e c i f i c as t c what you d i d . I f ycu 

had t r a f f i c f rom Fresno t o E a l t i m c r a , I P O percen t i 

Fe, and f r o m Fresnc t o -Washington, 100 p e r c e n t "Southern 

P a c i f i c , t h a t t r a f f i c d i d n ' t make i t t h r o u g h your ^ i r s t 

s c reen . 

x ^ . BEED; Your Honor , I o b j e c t , because as 

the w i t n e s s has p r e v i o u s l y t e s t i f i e d , t h i s i s a 

cne-d i r - a c t i o n a l f l e w . He l o o k e d a t the t c t a l t r m 

hct<- d i r e c t i o n s , - ' c-.. ;c'---' -- -

t e s t i m o n y . 

JUDGE HOtKINS; That i s -

i t from what he sai-i -.' -een . f o r e . I 

agree 

I w i l l s. - the 

p Y T''VTNGS"rv; 

.'hen - take 

ALDERSON REPORTING COMPAN 

20 f ST.. N.W., WASHINGTON, D C. 20001 (2021 628-9300 



1 3 , 7 0 ? 

• 

9 

1 Assume the r e c o r d s show t h a t Santa Fe has a l l the 

2 t r a f f i c between B a l t i m o - F r e s n c , and ' " ' ' - i , 

3 P a c i f i c has i t a l l between K a s h i n g t c n and ' r e s n o . Tha t 

4 t r a f f i c w o u l d n ' t m.ake i t t h r c u g h your s c r e e n , and you 

w c u l d n ' t s t u d y i t f u r t h e r , i s n ' t t h a t r i g h t ? 

6 A T h a t ' s r i g h t . 

7 Q The pages i n the e x h i b i t I have g i v e n you have 

8 numbers i n the r i g h t hand c c r n e r . I wculd l i k e you t o 

9 t u r n t o page 2UQ. The l a r g e s t e n t r y on the page t s 

10 between Los Angeles and Ccek C c t r t y . Dc ycu see t h a t ? 

; l M ^ . PEED; C o u n s e l , a r e yeu r e f e r r i n g t o t he 

12 t h i r d one f r c m the top? 

13 MP. LIVINGSTON; Fcur*h one f rom the t o p . 

14 THE WITNESS; T b a f j c o r r e c t . 

15 BY MP. LIVINGSTCN; ' " »v«->: r-i n c ) 

16 Q Tha t i s by f a r the l d : ' ; t c : e n t r y cn the page . 

17 A Yes , on t h i s r e . 

18 Q And b e a r ! ' - Iz mind *he b i d i r e c t i o n a l p r o b l e m , 

19 l e t ' s j u s t assume thctt tnt. e c t i c n a l f o i n g 

20 the o t h e r way a- . c a l to the ha* wou!'. not 

21 h a v c m a c a s t y c u r 5 0 - 1 G , . 

22 A w n i c a 50 - I f 

23 C Th. n e . 

A ' 

AinFR50>J BFPORTSNC, COMPflMY INC 
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t e s t , ycu wculd n o t have s t u d i e d i t f u r t h e r . 

A N o , t h a t ' s n o t c o r r e c t . 

C Ve w i l l cet t c t h a t i n ii r r i n u t e . 

The n e x t two e n t r i e s below t h a t , t h o u g h , t h e r e 

i s a sh ipment f r o m the same SPLC u i n Los Angeles to a 

d i f f e r e n t SPLC u i t COOK C o u n t y , I l l i n o i s i n which the 

o t h e r a p p l i c a n t has a l l t h e t r a f f i c , and t h a t i s t h e 

seccnd l a r g e s t e n t r y on t h e page , i s n ' t i t ? 

A Which one i s t h a t ? 

G Lcs Angeles t c Cock C c c n t y . I t i s on t h e same 

page. I t i s two l i n e s do 'n . 

Dc you see t h a t ? 

The on- i s two l i n e s dcwn i s net a largc-

f xOW, 

•6 . 

Excuct^ m (-, the t h i r d l a r g e s t on the page. 

JUDGE 

(Discu 

JUDGE KC ' - • •• ; 

BY MP. LIVING. 

r e c o r d . 

- d . 1 

ack cn tcv 

ng ) 

G Cook County has s e v e r a l SFLC 

yeur r e p o r t , i c n ' t t n a t r i g h t ? 

A Tha t i s c o r r e c t . 

0 And i ' 

I i g - i « 

ALDERSON REPORTING COMPA 
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they went t o d i f f e r e n t SPLC Us i n CcoM Ccun*y, you 

t r e a t e d those as separ 

market shares s e p a r a t e l y , d id .n ' * you ' ' 

A S t r i c t l y s p e a k i n g , I d i d not coun* th . - SPIC Hz 

as m a r k e t s , 

Q W e l l , i n a p p l y i n a your 50-10 pe rcen tages and 

ycu r 10C-zerc p e r c e n t a g e s , we w c n ' t c a l l them marke* 

s h a r e s , you t r e a t i t as a i f f e r e n t m a r k e t s , shipmec-

f r o m the same SPLC « i n Fresnc . , n t SPLC Us i n 

Cock C c c n t y , i s t h s t r i g h t ? 

A I t r e a t e d them s e p a r a t e l y , y e s . 

G And i : ,. t u r n s d c . cn'= of the 
y 

a p p l i c a n t s had a l l o f t h e t r a f f i c i n one o f th'- • "^lows 

and t h e o t h e r a p p l i c a n t had a l l * a f f i c i n t he c t h e r 

f l o w , ycu wculd no t ana lyze ; u r t h e r , -

t h a t r i g h t ? 

A g a i n , C c 

a 1 : . r r e c t i c : . - . " 

- c K • y £• ~ 

BY MP. L l . 

Q I s n ' t I t l in.ei-y i 

B c v i n g i n such p a r a l l e l ccr 

c 0 m TP * - 1 . r n s b 

ALDEKiON R! 
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ether? ,z 

A The answer i s n o . T*-• r'— son i s t h a t t h e 

c c B i p e t i t i o n we a re * a l k t n g abcu* here i . ' : o n l y 

s i d i n g - t o - s i d i n g c c m p e t i t i c - , - a re not t a l - abou-: 

a l l a spec t s c f com j:e t i t t c r . We are t aXj^ ing abcut 

s i d i n g - t o - s i d i n g c c m p e t i t i o n . 

C L e t ne u r d e r s t a n d a g a i n t h i s 50-1C t e s t . I 

had t h o u g h t f r o m r e a d i n g y c c r t e s t i i r o n y t h a t i t was 

a p p l i e d o n l y once , .. .. •:. . . . - -d t he 105 

f l o w s . Was i t a p p l i e d at t h a t t e i - t ? 

A I t was a p p l i e d at t h a t p o i n t . 

Q J u s t t e l l r̂ e what z- -. was a p p l i e d nex* . 

A I c a n ' t answer t h a t yes c r nc c r the way he 

w a n t s . 

C 

way. 

Nc, *here's nc way you can ancwer i t tha 

Go ahead . 

T'-:F WTTNFSS; A ; 

werf three separate analyse: 

a ra 1'-

.nally 

ana. i.y s i 

w* 

cn i 

So the 

e ana 

ALDERSON REPORTING COr,'PA 
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13 , 7 i : 

i n the f o l l e w i n g o r ' - r ; ^ r s t , OFf* secor.-^ , the 

10-50; and t h i r d , the bcxc . : i r . 

Q 10-50 i s on ly a p p l i e d ence? 

A The 1C-5C i s c n l y a p p l i e d once i n each 

a n a l y s i c . For t h a t a n a l y s i s i t was a p p l i e d cnce. I am 

s a y i n g t h a t f c r the computer work t h a t g e n e r a t e ' ""^^ 

f l o w s , -he screens were a p p l i e d i n t h a t o r d e r , and each 

ef them was a p p l i e c . c e . 

Q And once t r a f f i c was - " o u t , i t was 

, r-'>. • • h . a t - r r r r e c t ? You permanent ly screened ou n t t n a t cc.^e^c 

A -^=1-,^ u ^ «• h ^ - T - ' l l e t and ma H e r t o d y c e n s t a n t l y were d e c k i n g w . . r ^ . . X . I . C L 

o f t r a f f i c as a r e s u l t of your ^ c r e e n i n - . .• . -v . • - -? 

1 y» 

A I n t h a t f i n a l comr 

I t h i n k , one run t h a t gene ra t ed the ia6 f l o w s , t hese 

t h r e t screens were a p p l i e d cnce e a c h , z- • ^^*o- *h 

were a p p l i e d , I d i d n o t go t a c k and l o c k a^ the ^ -
, i f t h a t ic- l e a n . "'hey were 

t h a t were e x c l u d e d , i r tna^ i -

nc l o n g e r i n c l u d e d i n th-^ a r a l y s i s . 

Q L e t me t ake t h e 5C 1 cr a T 

have a couple of c 

percentage ^ ^ould fa 

wculd net be ;5tud I -

. z cw e-,. 

ALOtRlON fvEPOR iC COMPANY 
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1 3 7 1 a 

G New, • • Fe had ?1 percent, -nts 

example, and South-rn F - had 9 percent, tl trt 

yeu went and I c c k e ' c a c t u a l s i t u a t i c n i n t h a t SPIC 

U , you migh t f i n d t h a t where S o u t h e r n P a c i f i c had i t s ^ 

p e r c e n t s h a r e , i t was c c m p e t i n g s i d i n g - * o-c Id i -

Santa Fe and t h a t a* t h a t . a id ing t h ^ v .-.--ich ^^d "'^ 

p e r c e n t o f t h e t r a f f i c . 

Ycu m i g h t f i n d t h a t , r i a h t ? 

A I have t c t h i n k about . . -ee no reason 

t o b e l i e v e t h a t you would f i n d * h a t . 

Dees t h a t answer you? 

Q I f you h ;->ve z " t - ' c u - ^ i r - wh.^r» r t h n 1 I r o a d : 

have scire t r a f f i c t u t one o i them dcesr. '/<-•' 10 

p e r c e n t and t h e r e f c r e i t f l u n k s ycu r 50-10 t e s t , ycu 

d o n ' t know hew t h a t t r a f f i c i s i h n t e d ^mong t h e 

E t a t i o n r and t h w i t h i , -

A Not o n l y "-i o T ne t kn< .. , 

are c ^1c i J ' nu 

I o n ' t c a r e . Any 

a tas . 

a n y 1 a - g e .-n e ts not ^rnough data ior them tc 

Q 

And ^o when yci^ a r r l y y c u ' r a l l ycu 

know i n a s i t u a t i o n i.-. e t / i a t , y - u ..-ire . . - i . lai i.'ia t x i . ; tne 

a g w h e r e e a c h c i -

t r a f f i c and comr -Lding 

A I don * t 

AlOEP"^ON REP 
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c o n c l u s i o n s i n t h a t s t a t e m e n t . 

Q What i s i - t r o u b l e ' s you? 

A Suppoce, f o r example , you d i d f i n d some ; . - 6 

p a i r where t h e r e was one w a y b i l l f r c m each ?nd you d i d 

have an e s t i m a t e r cf t h e a a r k e t sha:^^ *'-at was 5 0 - 5 0 . 

I t i s a:, e s t i m a t e r , bu t i t i s n o t a g r e a t e s t i m a t e r 

because t h e r e i s such a p a u c i t y o f d a t a . That e s t i m a t e r 

i s no t cf s c f f i c i e r t w e i g h t t o o f f s e t the b e t t e r 

es t imat-^r wh ich yoa h a v « , wh ich i s *'--^ " ^ I U - t o - S F L C u 

a n a l y s i s . Tbe whole p rocess i s t c get the t e s t 

e s t i m a t e r o f the t r u e marke t s h ' r e and the *rue m a r k e t 

s i t u a t i c n , and t h « n r,^,,; 

e s t i m a t e r tha.^ LC 'S-to-SPL<_ 6 number. 

Q When ycu have a SPLC U p a i r where bo th 

a p p l i c a n t s * > ' ' ' " l c but . r. l l u n k c * - r c f - T - , 

would be r e a s o n a b l p t ' me, wou: * -

c a r t i c u l a r s i d i n g s , o 

v a r / l n g p e r c e n t a g e ' ^ *hfc t r . i have ne 

i d e a , I c o k i n g at SPLC u 

wculd e x i s t f rom s*-it w i * ' 

A That 

Q And 

i l l y : 

• i i i i 

ALDER. 

H.. WASHINGTON, D C 20001 30 
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12 
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14 

15 

16 

17 

a p p l i c a n t s , where they each hav^ h a l l t he t r a f f i r i n t h e 

r e a l w o r l d . 

A There i s no reason t o b e l i e v e t h i * 

e l i m i n a t e d any t r a f f i c t h a t has t he p rob lem tha t are 

a l l e g i n a , b u t what you are s a y i n g i s i f - ^PP^ned t o 

be t h a t t h e r e were two w a y b i l l r e c o r d s t n t h e r e f o r *>^'-

same SPIC , a t wculd be ev idence of a p r o b l e m , and I 

am s a y i n g i t i s no* v e r y good ev idence c f a p rob lem, 

t h a t t h e b e t t e r ev idenc 

tbe sha re s at t he SPLC l e v e l . A n a l y s i s . ^« s at 

t h e SPLC 6 l e v e l i s no t an --^prrepria-

wculd : : v e ycu f a l s e conc lu : : ^- i^y - • • 

Q Yon keep t a l k i n g abou* * • i c i . y s i s 

SFLC 6 f l o w s cn t h e .^asts o f w a y b i l l d a t a , ^ ' -^^ 

r e a l w o r l d data abcu t • 

We can t a l k t o h i p p e r s , c a n ' t we, 

p a r ' i c u l a r coun- . -r~^ ^ ; ^d ' 

o u t whethe 

19 

20 

21 

We c o u l ' 

-rom t I doubt ces poi 

ALDERSON r::. - - iWo 

w,\ f ,H!vCTON, D.C 2C 
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21 

. i » . . r t h . . x c l . . i « o r i , i » t « cr * - l » i . . 

t e rminator? 

A Nc, you ere . . o t . 

, 00 ,ou . . c a r . . s a n o n p r o U e . one of .he 

,.h^ r r i c i n cr t e rmina t ion only 
app l i can t s could access the e r i e m 

V. .^snr w^th the Other app l ican t? by in te rchang ing w . . n .-1 «= 

A That i s c o r r e c t . 
«.hp "̂ nLC fs was i n New 

C I f you had — i f cne of the - t 
rnnRj'il station, 

,or. an. it .as an exclusl... ca.t.^e Con... 
. . anproblem? 

am I c o r r e c t t ha t ycu r-ga- • • ^ 

A That i s c o r r e c t . 

^ 3 , „ , i a a s n i . . e „ t f r o . l o s » n , . l e . t= 

. cc-vc*. by CcnRai l , " -
, p c i n t i r . New York e x c l u s i v e l y se_v . 

, XT :t point v-c 
i f i t were one of your problem f . 

i c o v r i u s i v e 

. o u l . s., . h i s i s - o " - • = 

te ConPail, cerrect? 

, What I y ^ r . . l say about th 

,culd be no reduction i n compe 

Q H ct a cor 

A Right. 

Have vcu 

T read a 1- I 
ALDfR-.OH REPORTING C O W ^ ' A N T 

WASHINGXr^. ?0001 ^202! 628 -9300 
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24 

Q r.,-' * . - .. * - a - ' t f f e r e n t s t c d y , a 

g e o g r a p h i c s tudy which i s d e s c r i b e d a t pages 21 t h r c u g h 

23 of ycur t e s t i m o n y . 

C c t r e c t He i f I ar w r o n g , but as I u n d e r s t a n d 

i t , what you d i d here was c r a c c e m e d i t y - b y - c o m m o d i t y 

ba s i s look at t h e a p p l i c a n t s ' shares o f t o t a l o r i g i n s o f 

a p a r t i c u l a r ccmmcci ty or t o t a l t e r a i n a t t e n J on a 

n a t i o n a l b a s i s , i s t h a t c o r r e c t ? 

A That t s c o r r e c t . 

Q D i d you have some t e s t f c r de* . ^ when 

t h e i r pe rcen tage o f t he o r i g i n s o f a ccmmcdi ty oc the 

t e r m i n a t i o n s ef c c n a o d i t y wcu ld represe ; r o b l e m ' ' 

A I n i t i a l l y , I c o n s i d e i e d a 50-10 rul f> t n e r e t o , 

but t h e n I toughened i t up a b i t and we lew 5 0 . 

C Was t h e r e a r u l e , o r 

below 5C? 

A I a c t u a l l y l o c k e d a t a l l c- -

down t o UO and 5. 

C Wculd y c --(--: IS a t . . m f o r 

y c u r geograph ic '? 

t s a m c 

a good t J U : 

20 f 
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1 3 , 7 1 9 

which ' • • - t he c c n c l u s i o n s , one o f t on 

t h e r e i c f o r s p e c i c l p a p e r . I take i t the f i g u r e s t h&z^ 

r e p r e s e n t percentacc-s c f a l l t he s p e c i a l paper - o r i g i n s 

i n the U n i t e d S t a t e s , - a t c e r r e c t ? 

A N o . 

C D c n ' t I read t h i s c o r r e c t l y as s a y i n g t h a t 

S c u t h e r r P a c i f i c has U5 p e r c e n t e f a l l the r a i l and 

t r u c k o r i g i n s c f s p e c i a l paper m t h e Untt»^ -es? 

A T h a t t-; c o r r e c t . I *cck t h a t t c te ' c p - . - t c , 

t h a t a l l o f t hese numbers here were r e . The paper 

s p e c i a l i s based on what amount t c r a i l e r i c i n a t i o n s 

bee . - - ; - the Transee rch data sho-jed co t r u c k movements. 

Q Why d i d you r e s t r i c t y o u r s e l f t o o r i g i n s 

w i t h i n the U n i t e d S ta t e s? . . ' t you I c c k a t 

w e r ' - ' v : 'o o r i g i r i s ? 

A T h i s ana 1 •.' ^ ' . . . . 

p o t e n t i a l p r o b l e m s , and i t v o u l d be l e g i t i n ^ o 

cases t o c o n s i d e r w o r l d w i d e cc - '. . . , c as w e l l . "̂ n 

f a c t , I h ive a c q u i r e d sc - •• . n f o r m a t i o n cn t ' - a t c i ree 

the •?n , be c o n c l u s i o n 

was i f I f o u n d some e v i d -

p r o b l e m , i t wculd > e f f e c t ry .at 

evidec th 

r e - ' r i b i l l t v t h a t t h e r e ?• 

DFP '-'M "EPORTING COMP4.. 
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1 3 , 7 2 C 

gone, c f t he f a c t o r s t h • ' wa.': ab le t e i n c o r p o r a t e i n t o 

t h i s a n a l y s i s , the5e were pe te r* j a l p r c t l e : ! ' ^ . 

To t he e x t e n t t h ' i t a d - i i t i c n a l , . i t i o n a 1 

f a c t o r s are put i n the r e c o r d , I wocld c e r t a i n l y 

c o n s i d e r t h ^ m . 

Q L e t ' s assume f o r the Trr^ent , "ius.. take i t as 

an assumpt ion t h a t t h i s paper t h a t i s l i s t e d hera i s 

h e a v i l y r a i l dependen t , and l e t ' s f u r t h e r assume t h a t 

the a p p l i c a n t s account f o r 100 p e r c e n t ef the 

t e r m i n a t i o n s c f t h c t conraodity i n P h o e n i x . 

r egard t h a t as a p c * e n t j a l p r o b l e m 

compet i t i v e l y ? 

MS. REED: I s Ceunse l a l s c assuming t h e r e i s 

no i m p o r t c o m p e t i t i o n ? 

BY MR. I ,N ;STCNi (Pesn-ning) 

0 Ycu can \ 1 my q u e s t i o n . 

A Ycu a r e assuming t h a t zc t r u c k 

cc - ,;e t t *ion , t h a t there 1 r c i - r r c r t c c m p e t i t i o n , and 

what - t h e c t h e r ' ' -.is i n c t h e i assumption t h e r e . 

t o o , r : 

Q 

A 

d 

0 

A 

I . her . 

I t sounded i i K e a nypc t n * -

m an t . 

cn 

$•3 

AIDERSON REPOPT! 
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JUEGF HCIKINSi L e t him ask i : i t . : * ^ . c u l a r . 

What i s i t t h a t you w a n t , M r . L i v i n g s t o n ? 

BY MP. L r f INGSTCN 4 C e s u B i i n g ) 

Q L e t me t e l l ycu what I am f o c u s i n g o n . Ycu 

have n a t i o n a l f i g u r e s h e r e . Take sh ipmen t s o f paper t o 

P h o e n i x . People sumably use t h a t paper i n Phoenix 

and want t o buy i t , r i g h t ? I s n ' t t h a t c o r r e c t ? 

A P r e s u m a b l y . 

Q Today t h e r e are twc r a i l r o a d s can b r i n g 

i t to them. 

Why w o u l d n ' t you want to l o o k a t the shares c f 

t e r m i n a t i o n s i n Phecnix i n c r d e r t c see whether t h e r e i s 

a c c m p e t i t i v e p rob lem w i t h t h i s merger r a t h e r than 

I c e k i n g a t * t t - ^ r ''zz AZ ' ' s share c f w o r l d w i e or U n i t e d 

S t a t e s t e r m i n a t i o n s o f paper? 

MF. REEDi Excuse me. C ^ u n c h i , c i d you 

misspeak by s a y i n g a p p l i c a n t r m i n a t t o n ' ^ , because 

t h - - i s o r i g i n a t i o n s . 

MF. L I V " * • I am t a l k i n g â  >* 

t e r m i na t i o n 

Oh , py 

Q 

A 

n 

B V 

D i d 

W' V c o t h ' 

ALDERSON REPOP' 

20 F ST.. N.W., WASHIN' 
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rf 1 A I need t e know i f i t i s h y p o t h e t - r a i . 

2 JUCGE H C I K I N S J We have t c be i n a 

3 h y p o t h e t i c a l . 

4 MP. LIVINGSTONx I d o n ' t t h i n k t h i s i s a 

5 hypot h e t i t , a 1 . Fe has used n a t i o n a l f i g u r e s . 

6 JUEGE HCIKINS: But he i s t a l k i n c about 

7 o r i g i n a t i o n s h e r e . 

b MP. LIVINGSTON: ?-:e h^s a l s o done 

9 t e r m i n a t i o n s . He r e p o r t s i n t h - f c c t n c t e t h a t found 

10 no t e r m i n a t i n g p r o b l e m s , and I em t r y i n o t c f i n d o u t „hy 

r he l ooked a t these t h i n g s c a t i c n a l b a s i s r a t h e r 

12 than or a l o c a l ba .^ i3 . T was -v-->c as an exampla 

13 sh ipments o f paper t o P h o e n i x . 

14 JOEGE HOPKINSi Can ycu answer t h a t ? 

15 THE W I T ' i ^ ^ ' " ; I t h i n k I h^-.r-' *hH' 1* i s a 

16 h y p o t h e t i c a l , i s t ; r r e c t ? 

17 JUEGE HOT however 

18 you wish. 

19 THF WITNFSS: I t h i n k i t i s i n a p p r c r ' o 

20 l o o k z t a p a r t i c u l a r p o i tons 

21 geocr '^--^lc c c m p e t i t i o n . Vhat ycu are d c i n o tn p f f e e t 

22 there ic focusing not nc c tion t • - z 

23 i n t r a m c d a i Wi 

24 t h f . c » r i n Tho -znly 

AIDFPSON REPORTING COMPAN 

•ASHINGTON, DC. 20001 9 3 0 0 



1 3 , 7 2 3 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I t may be I c c a t e d cn o n l y o r e r a i l r o a d - -

I f you I c o k a t i n t r a m o d a l c o m p e t i t i o n , th.?n i t 

4.r> i r r v a*- - - VCU c c u l d I c c k at one end i s a p p r o p r i a t e t c a.cek a t y-^-

t o see how many r a i l r o a d s t h e s h i p p e r has access t c , 

p r o v i d e d i t i s p a r t o f a b roader a n a l y s i s . Put i f you 

are c o n s i d e r i n g g e c g r a p h i c a n a l y s i s , yeu have tc l e e k a t 

t he p r o d u c t m a r k e t s . The g e o g r a p h i c a n a l y s i s , t o a 

c o n s i d e r a b l e e x t e n t , i s addressed at p r c d u c t m a r k e t s , 

and we are t a l k i n g h y p o t h e t i c a l 1 y h ^ r e . I ' we have some 

r e c e i v e r s , ycu s a i d , I b e i t e v e , i r Phoenix * h - are 

ccmpe t ing i n c o m p e t i t i v e p r c d u c t mark-. t he o n l y 

c i r c u m s t a n c e s I c a r i n a c i n e wh^^^e * h . t would be 

a p p r o p r i a t e would te i f t hese c o m p e t i t i v e p roduc t 

marke t s were l i m i t e d t o the P h o . n i x a r e a , a r d t h a t does 

ne t sound l i k e a p l a u s i b l e a s s u m p t i o n . That i s n o t t h e 

k i n d o f a s sumpt ion I woulQ want te irake and ha v.- t c 

de fend . 

".ez the cthei al*-^ -'iv.^, 

receivers in Phoenix, i y o ' : r hype 

ccmpeting m broader prcduct markets, 

some of special '^r • t-.r---- --' 

t h a t gc J a p a n . 

f c r t h a t a n a l y s i s i * m--̂ v ' ^ P H ̂ ê mot 

a w o r l d w i d e mar.'.e- » ' a^^^-' 

* h e s e 

. i t 

o mr u * e r 

ALDERSON REPC • ' ~« f ' 

7n i- M W WASHINC. 
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• 

1 p r o d u c t m a r k e t . ' 'here -irG a number Of p r o d u c t marke t s 

2 here, but I reascr '.r. 

3 a p p r o p r i a t e c o m p r c i r i s e . I know f r o m my e a r l i e r 

expe r i ences t h a t I have e n c o u n t e r e d , and I t h i n k most 

5 people know new-a -days , t h a t v e r y many p r o d c c t ma rke t s 

6 are i n f a c t w o r l d w i d e , and t h a t p r o b a b l y i n the m a j o r i t y 

7 o f cases you r e a r l i e r c o m p l a i n t wculd be mere a c c u r a t e , 

8 t h a t I shou ld b- ^ i n g w o r l d w i d e r a t h e r than j u s t 

9 n a t i o n w i d e . 

10 Q L e t ' s t aV^ a commcdity l i k e beer being sh ipped 

11 t o P h o e n i x , and i t i s b e i n g sh ipped t h e r e t c be 

12 consumed, b u t n o t so t h a t beer d r i n k e r s ca. p e t e w i t h 

13 c t h e r beer d r i n k e r s . 

14 S h o u l d n ' t we, a t l e a s t f o r t h o s e 

15 commodi t ies — 

16 JDDGE HCIKINS: Mr . L i v i n g s t o n , speak up 

17 because I c a n ' t he^r you s o m e t i n e s . You lower y o u r 

18 v o l -e and t hen you ;.ut ycur » 

19 so please speak up so e v e r y b o d y , <- * * 

20 r e p o r t e r - - she c a r ' c u . 

71 BY MF. LTV TNG ) 

22 Q L e t ' s ds r LCiG a conffi ̂  . • 

23 Phoenix f o r c o n s u m p t i o n , no t tc 

74 compete w.̂  

2 S r . . . . . . . . . . . . . . . . . -. , „ „ . . , : 
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t e r m i n a t i o t h a t coume in Pbcenix i r o r d e r to 

assess *his mera-r ' - impac t on .-curce c c u p e t : r a t h e r 

than l o c k i n g a t a l l t e r m i n a t i c n s et t h a t commodity i n 

t h e U n i t e d S t a t e s cr t h e u o r l d ? 

A Tha t d o e s n ' t sound I r k e a r e l e v a n t m a r k e t . 

What y e t c'.re s a y i n g i s t h i s i s be*-

«_ . m-.*.. have n<=ver known a c o n s u m p t i o n . As a mat* nave 

s i n g l e beer consumer t h e r e may t e such t h i n g s , but I 

never knew anybody t h a t bought : n e i r be..:r i f c a r l o a d s 

l o t s . Yost of thei r buy i t a t a s t o r e . 

JITGE HOTXINS: Yc . '.now M r . 

L i v i n g s t o n . 

( G e n e r a l l a u g h t e r . ) 

JUDGE H C f ' T N ^ : I ' m '. r r y , M r . L i v i n g s t o n . 

THt W I T S i . S i Arc ev '^^ere was such a 

a t w o u l d n ' t i r k e t . 

py MP. 

Q - • . ' •ab le 1 , m*--

t h a t a p p e n d i x . ' ^^"^^ f i g u r e s , ar 

not? 

A T h a t ' s c o r r e c t , 

r i d y o 

a r 

1 i i d v e . 

A i . i H ' . 

-vri F ST N W , W 
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Q Ycu have f i g u r e s i n here e i / t h e v a r i a b l e cos t 

o f TOFC t r a f f i c . 

Wore you - - d i d those f i g u r e s com : : n the 

Commission? I am c a l k i n g G e n e r a l l y , t h a t yeu have a 

number of t a b l e s i n you r TOFC appendix showing v a r i a b l e 

c o s t . 

Nc , I d o n ' t . 

Q For r a i l t r a f f i c , showing t h e r e l a t i o n s h i p 

t e t w e e n revenue anc v a r i a b l e cos- TCFC t r a f f i c ? 

Do you knew what I am r e f e r r i n g *P-. Tab le u on 

page 1 <3 of Appendix C i s cne e x a i r p l e . 

A "^hat i s c o r r e c t . These shew — 

Q I ' m n o t a s k i n g you what *he t a b l e shows. 

Ycu had i n f o r t a t i e n abcu t v a r i a b l e c o s t s f o r 

TCFC t r a f f i c , i : tha* ' - o r r e c t , and you r e p c r * o d t t tn 

ycur t e i t i i c c r y . 

A I had i n forma t i c n abou* a r i a ble 

c a t i oG t h a t T r e p c r t P d . 

Q D i c you c 

Com? n? 

A Tha t t z: r c r r o r - t . 

Q W - - u I n V .d t 

i n f o r m a t i o n wb M were a 

0 

AIDFRSOW REPORTING COW' 
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1 3 , 7 

1 A I was invo lved i n the p repa ra t ion of *he same 

2 m a t e r i a l f o r e a r l i e r y^ars , and - p f c r e , I de have a 

3 considerable f a m i l i a r i t y w i th th i . ' ; t a p e . 

4 Q Are these r e v e n u e - t o - v a r i a b l e ccs t r *- and 

5 v a r i a b l e cost f i g u r e s t h a t you r e l i e d on, are they 

6 r . a t iona l averages? 

7 A T h a t ' s net d e s c r i p t i v e ef what t h . 

8 Q W ^ i i , they are not the cos ts of a p a r t i c u l a r 

9 r a i l r e a d , are they? 

10 A That i s c o r r e c t . 

11 Q They are not? 

12 A "hese are a l l r a i l r o a d s . 

13 0 I t i s an average of a l l the r a i l r o a d s ' c o s t s , 

14 i s t ha t co r r ec t ? 

15 A Nc, i t i s not cc i r e c t . 

16 Q W e l l , i s i t one p a r t i c u l a r r i i l r ' 

17 tha t are being used by you here? 

18 A T t ' s the roti t ' i n u t e . For very 

19 many r a i l r o a d s , th * c ' ' . 

20 For ot a i l ro ; - ^ . 

21 ; Leokinc 

22 v a r i a b l e costs th-1 I i i I ' ' * <-• v .. ,j 

23 column, would t h a t 

74 a ve ra g . 
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1 3 , " 2 t 

1 t h e l e f t h a n d column. * 

2 0 W e l l , the i n f o r m a t i o n shows tha t you had, 

3 I c o k i n g a t the f i r s t e n t r y , two records whe-je 1300 t o n s , 

4 $6000 i n revenue, *hich was 10 percent c f v a r i a b l e c o s t , 

5 i s n ' t t ha t r i g h t ? 

6 A That i n f c r m a t i o n i s t h e r e . 

Q Ycu had to have v a r i a b l e cost i n f o r m a t i o n t e 

8 put t h a t l e f t hand column dcwn here . 

9 A I had varl~-bl'^ cost i r f e r i r a t i c n cn tbe t ape , 

10 but v a r i a b l e cost i n f o r m a t i e n on the tape i s sr • c , 

11 but these numbers are a f requency d i s t r i b u t i c n of 

12 r evenue- to -va r i ab le cost r a t i o . There ts nc . - rma t ion 

13 on t h i s t a b l e t h a t r e l a t e s s p e c i f i c a l l y t o v a r i a b l e 

14 c o s t . 

ie Q But there i s i n f o r m a t i o n cn t n i s *able tha t 

16 came frcm the v a r i » > ' l e cost t a p e . 

17 A That i s c e r r e c t . 

18 Q I n the l e f t hand c o l u r n . 

19 A That i s c o r r e c t . 

20 Q I s t i l l con ' t t h i n k I have an answer to my 

21 q ' - ^ -

22 I s t ha t i n f o r m a t i e n verage c l a l l 

23 r a i l r o a d s or s p e c i f i c t c i n d i v i d u a l ra 

24 P. - bc*h of the e for • 

e a r l i e r . 

4I0FPSON REOORTINC rOMP'.wy INC. 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

II 

s p e c i f i c to the r a i l r o a d , but these rwmbers are a 

freouency d i s t r i b u t i o n . That means th a t ay r a i l r o a d 

cculd be, f c r example, on any p a r t i c u l a r l i r e of t h i s 

t a b l e . 

Q Dc the v a r i a b l e ccsts i n t h i s t a b l e include 

c a p i t a l costs? 

A I believe sc. I cculd lock i t up f o r you i f 

ycu would l i k e . I am not a b s o l u t e l y c e r t a i n . 

Q Dc thev include eguip:r6nt ccsts? 

A Yes. 

Q Are allowances made i f the equipment i s owned 

by a t h i r d party? I s t h a t r e f l e c t e d i n these f i g u r e s ? 

A I n these they a r e . E a r l i e r t h a t was not the 

case, but i n these that i s t r u e . 

Q Are these f i g u r e s developed f o l l o w i n g a Rai l 

Form A format? 

A That i s c-r-rrect. 

Q The v a n - , ie cost data ycu r e l i e d on i n 

p u t t i n g together these tab lec d of Appendix C, 

I take i t yeu have o la t? ua t icns tb? 

i n v o l v e the app l i c - . >- * --ou have taken from 

around the r a t i o n , ixc trom around ^n? 

A 

a. a a r ^ t t leve . -

20 F sr, N 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

1 1 

18 

19 

20 

21 

22 

23 

Q L e t ' s l o c k a t Tab l e 3 , page 17 o f Appendix C. 

New, t h e r e i s a f a i r l y s m a l l pe rcen tage c f the 

t r a f f i c on t h i s pace , a c c o r d i n g t c your f i g u r e s , moving 

a t a r a t i o n o f revenue t o v a r i a b l e c c s t i n excess c-f 18C 

A T h a t i s c o r r e c t , someth ing on t h e o rder of i 

perce n t . 

Q Now, t h a t t r a f f i c , t h a t 1 p e r c e n t , whatever i t 

i s — a c t u a l l y I t b i n k i t i s c l o s e r t o 2 pe rcen t 

wculd yeu r e c o g n i z e the p o s s i b i l i t y t h a t t h a t t r a f f i c 

migh t be moving i n c o r r i d o r s where t h e r e was o n l y one 

r a i l TOFC c c i r p e t i t c j , and t h e r e f o r e , v i r t u a l l y a l l c f 

the o t h e r t r a f f i c en th--' page, t h e r e i s more than cne 

r a i l TOFC c c B p e t i t e r ? 

De you r e c o g n i z e t h a t as a p o s s i b i l i t y ? 

T h a t ' s ne t a p l a u s i b l e p o s s i b i l i t y . 

Dc you knew whether t h a t i s t r u e er not? 

I have ev idence t h a t i t t s u n t r u e . 

A 

Q 

A 

Q Can you • u , yr ' c tj h a v e ?a where 

the t r a f f i c i s ou t h i s t a b l e wh-r 

r e v e n u e - t o - v a r t a b l e c o s t r a t i o exceeds 180? 

A I "^avo dene v a r i o u s e x p l o r a t i o n s c f th 

I d o n ' t b e l i e v e a n j oc them would q c i t e a l l o w 

answei q u e s t i c n y ^ s . no 

C The ra i 1 reads ' reve: 

depends t n a -i n pa r -

ALDERSON REPORTINC, COA 

20 F ST , N,W., WASHINGTC 



1 3 , 7 3 1 

1 A Tha t i s c o r r e c t . 

2 0 And i n years were demand i s h i g h , p r o f i t s gc 

3 u p , r a t i o s go u p , i s t h a t c o r r e c t ? 

4 A T h a t ' s t r u e o f a l l c o m p e t i t i v e p r i c e s . 

5 Q And so i f you l o o k a t a s i n g l e y e a r ' s d a t a , 

6 yeu wcu ld want t e k.iow what the demand i n t h a t yea r w a s , 

7 w o u l d n ' t y o u , t o see how i t a f f e c t e d t h e number.-'' 

8 A Yeu wou ld want to know some th ing about t h e 

9 c o m p e t i t i v e c c n d i t i c n s . 

10 Q I asked whether ycu wcu ld want t o know abcu t 

11 the demand c c n d i t i c n s i n t h a t y ; a r because t h a t would 

12 a f f e c t the r e v e n u e - t o - v a r i a b l e c o s t s i t u a t i o n . 

13 I H Demand c c d i t i c n s a lone would n o t n e c e s s a r i l y 

14 have any p a r t i c u l a r — 

15 Q T d i d n o t ask you whether a l o n e . 

16 A I t h i n k 1 have t o answer no , t h e n . I on.ly can 

17 i n t e r p r e t y c u r g )n and an.cvpr c a n . 

18 remand c o n d i t i o n s a lone w o u l d n ' t t e l l vou want yeu want 

19 t o know. I t h i n k t h a t .''.;eans I have t c cay no. 

20 0 ^'^u t a l k e d , i n d i s c u s s i n g h e r e , the v a r i o u s 

21 s e r v i c e advantages t h a t yeu see ave o v e i 

22 TOFC and I guess over r a i l s gt'i.c-ra 1 l y . The va lue of 

23 those s e r v i c e avantages wculd v a r y g r e a t l y 

2.1 . 'ppers , wee I d i t not? 

A I t woald vary - - - - - v ; , - . -

A( DtRSON REPORTING CO*-

20 f ST - ASHINGTON, D .< 9 3 0 0 
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C I t c o u l d va ry g r e a t l y amooqr s h i p p e r s , c o u l d n ' t 

they? 

A What de yeu mean by g r e a t l y ? 

Q For some s h i p p e r s , an e x t r a two hours g o i n g t y 

r a i l would be a t remendous p e n a l t y whereas ano the r 

s h i p p e r w o u l d be i r d i f f e r e n t to a d e l a y c f two h o u r s o r 

even twc d a y s , i s n ' t t b a t c o r r e c t ? 

A I d c n ' t imagine many TCFC s h i p p e r s would be 

i n d i f f e r e n t t o a d e l a y ef two d a y s , n o . 

C N o n e t h e l e s s , the va lue e f t he t r u c k s e r v i c e s 

v a r i e s g r e a t l y f r o i r s h i p p e r t o s h i p p e r . 

A I t v a r i e s f r o a s h i p p e r t o s h i p p e r . 

Q W o u l d n ' t yeu r e g a r d i t as l i k e l y t h a t t h e r e 

a re g u i t e a number o f s h i p p e r s f o r whom the s e r v i c e 

advantages o f t r u c k are n o t s i g n i f i c a n t ? 

A I have nc reasn to b e l i e v e t h a t , r e . The 

whole t r e n d today i s t o ma i n g s more 

in, — . ycu read a n y t h i n c i n ecencmic l i t e r a t u r e , 

i t i s a l l t o w a r d s i n c r e a s i n a t h s e r v i c e q u a l i t y t o 

m i n i m i z e o t h e r p r o d u c t i o n c o s t s . 

Q L e t me ask you t h i s . regar 

as l i k e l y t h a t ' a re some s' • ""iFC sh - • - - . 

whose s h i p p i n g and r e c e i v i n g pc i r e l o c e t e d near the 

ramp-3 t--^ .̂ r a i l r - i d cn h i a h volume r r-

ICFC as be ing 

! r , fH50H PtPCPTING COMPAN'^ INC 

20 f 



1 3 , 7 ? 

1 t r u c k s e r v i c e ? 

2 A The answer i s y e s , and the reason i s t h a t many 

3 s h i p p e r s i n the market today w i l l r ega rd s o i r e t h i n g as 

4 v e r y s u p e r i o r f o r a v e r y s m a l l d i i i e r e n c ^ t n economic 

5 c o s t . 

6 Q F o r those s h i p p e r s , t h e c h e i c e and the a b i l i t y 

7 t c have two compet ing r a i l r c a d s f o r t h e i r TCFC b u s i n e s s 

8 wculd be i m p o r t a n t , would i t no t ? 

f. A Yes , b u t o n l y i n the sense t h a t those a r e 

10 s h i p p e r s , i t sounds l i k e , whe are i r a sense s q u e e z i n g 

11 every l a s t d o l l a r e u t . They c o u l d t e t a l k i r g about a 

12 very s m a l l sum o f ironey , but becauce o f t h e c o m p e t i t i v e 

13 p r e s su re s i n the economy t o d a y , t hey m i g h t f e e l t h a t i s 

14 i m p o r t a n t . I t i s i m p o r t a n t i n t h e sense t h a t to do w e l l 

15 i n a c c m p e t i t i v e eccnoray they have t c de t h a t , b u t i t 

16 d o e s n ' t mean t h a t i t would n e c e s s a r i l y - • l a r g e amount 

17 o f money i n v o l v e d . 

18 C J ' ' e rrake sure we are cn commor g r o u n d , 

19 t h e r e a re a number or s h i p p e r s u s i n -^-c s e r v i c e f o r 

20 whom r a i l TCFC c o m p e t i t i o n i s i m p o r t a n t , aud f e r wh ich 

21 t r u c k s are not r ecorded by them as an adequate 

22 s u b s t i t u t e ? 

23 A Tha t d o e s n ' t f o l l o w . Nc, t h a t d o e s n ' t "w 

24 f r c m t h p f a a r l i e ' r a r a l y s : ! 

w f c i i s h i p t e t s w i t : ' • : ^Z - ' 

ALDIRSON REPORTING COh AN 

20 f ST. N.W,, WASHINGTON, D.C 20001 (202) a28.9300 
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24 

needs and economic needs t h a t c o u l d I f i j u s t as anamored 

e f t h e t r u c k i n g b u s i n e s s . Tha * y p i c a l In 

c o m p e t i t i v e m a r k e t s , t h a t each cne i s p r o t e c t e d by t h e 

c o m p e t i t i o n . 

0 L e t ' s t u r n t o y c u r Appendix D, Tab le 8, wh ich 

i s on page 15. 

New, t h e l e f t hand column t h e r e i s a r a t i c 

between r e v e r s e and v a r i a b l e c c s t . 

A "^hat i s c e r r e c i : . 

C Are yoa cs ing t h e same ICC c c s t c f w a y b i l l 

s a r p l e ? 

A Th.a-': i s c o r r e c t . 

C Ycu show on t h i s t a b l e a f a i r l y s i z e a b l e 

pe rcen tage cf t h e t r a f f i c b e i n g c a r r i e d a t l e s s t h a n 100 

p e r c e n t r a t i o o f revenue t o v a r i a b l e c c s t . 

A Tha t i s c e r t a i n l y c e r r e c t . 

Q Does t h a t mean t h a t the r a i l r o a d s are o u t o f 

pocke t cn t h i s t r a f f i c , I c s i n g meney? 

A No , i t dees n o t . 

Q Dees i t Bean they are ac tual l : - -

• n sorae o f t h a t t r a f f i c tho -

p e r c e n t o f c o s t ? 

A The answer ^ 

makin^ p - - f i t th->* you mean ^ 

lev*. 

ALDERSON REPORTING COMP.^ 
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10 

11 
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13 

14 

15 

16 

17 

•8 

19 

20 

71 

22 

23 

24 

c o n t r i b u t i o n t c cverhe--* en t h a t t r a f f i c , y e s . I t 

c o u l d , f o r e x a m p l e , be b a c k h a u l t r a f f i c where i t makes a 

s m a l l c e n t r i b u t i c n t o o v e r h e a d , cove r s more than the 

d i r e c t l y v a r i a b l e < , i s t h e r e f o r e ve ry u s e f u l te 

the r a i l r o a d , and yet i t c o u l d be p r i c e d way below t h e i r 

average c o s t . 

C What c c s t s do yeu have i n t h s e v a r i a b l e cos t s 

t h a t a re n o t d i r e c t l y v a r i a b l e ? 

A T h a t ' s net a q u e s t i o n T can answer , not ^rom 

l a c k o f k n o w l e d g e , t h a t i s r e t an answerab le q u ' ^ s t i o n . 

No one c o u l d answer t h a t q u e s t i c n . D i r e c t l y v a r i a b l e 

v a r i e s f rom c i r c u m s t a n c e to c i r c um.ctancc. 

Q T an l o o k i n g at the da t a you u s e d , t h i s tape 

t h a t you U£;ed. What c o s t s en t h e r e are n o t d i r e c t l y 

v a r i a b l e w i t h t r a f f i c ? 

A T h a t ' c a non s e q u i t u r . " h a t i s ne t how 

d i r e c t l y v a r i a b l e 

s p e c i f i c s i t u a t i c n . Y-- ' t l ook 

shlcme-Ttc and t a l k abou t d i r e c t l y . w i t h o u t 

speak ing nonsense . 

Q e re a cha rge i n her 

a r c c u n * 

A I t IS es sen t i ^ i l l y , wh ' -

-•r t ha t one as shor 

JUEGF HOFKINS: Gc d . 

ALDC 
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1 3 , 7 3 6 

1 "^"E WT I n esGc-rce, t hey d i d an e s t i m a t e 

2 o f m a r g i n a l c c s t s . Th^y locked a t a v a r i e t y o t c o s t 

3 c a t e g o r i e s , e f f e c t i v e l y a l l o f t h e m , and t h d a 

* r e g r e s s i o n a n a l y s i s and f o u n d hew much v a r i e d w i t h 

5 o u t p u t , and they p c s t u l a t e d t h a t t h a t was m a r g i n a l 

6 c c s t . They c a l l i t v a r i a b l e c c s t f c r who knows what 

7 r e a s o n , but t h a t i s an average c o r t o f way of l o o k i n g a t 

8 m a r g i n a l c o s t . But i t i s an average s c r t o^ a p p r o a c h . 

9 I t i s ne t s h i p m e n t - s p e c i f i c . I t may be 

10 r a i l r o a d - s p e c i f i c r c w - a - d a y s . - /asn ' t ev<^n 

11 r a i l r o a d - s p e c i f i c i n t he e l d d a y s , but new i t i s ne t 

12 s h i p m e n t - s p e c i f i c , whereas t l y v a r i a b l e 

13 shipmen *-s;: . - . 

14 Q D i d you s tudy what the a p p l i c a n t s ' co s t s f o r 

15 moving boxcar t r a f f i c a r e , cr f o r movinc TOPC t r a f f i c ? 

16 A I d i d r u r c t h a t looked at t h e i r 

17 r e v e n u e - t o - v a - o s t s . I d i d net lc • ' ' . '*-

18 ccs*c d i r e c t l y . 

19 Q I ' ir t a l k 

20 r e v e n u e - t o - v a r I ' l bl>- c o c t s ? 

21 A A s - gc , 

27 c e r t 

23 

2- the app'; 
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y 0 '; -> <" i r g ' '. t he price r - ^ • .z 

ma rke t 

0 D i d you put t h a t i n yeur woi-k ps t h ^ work 

yeu s t a f f d i d on t h a t s u b j e c t ? 

A No , i t was done s i n c e tho v e r i f i e d s t a t e m e n t 

was w r i t t e n , and i t was j u s t ou t e f c u r i o s i t y ^• 

a n t i c i p a t e q u e s t i o n s . 
Q Was t h e r i g n i f i c a n t d i f f e r e n c e be*ween tne 

SF and the Santa Fe c o s t s ? 

A I don •* >̂ - • '̂ v*^ - -

MS. REE: r i n g t o v a r i a " -^osts? 

MR. LIVINGSTON: - Yes . 

•yuir v '^ '^v- '-Si I d o n ' t b e l i e v e I looked a t 

t h a t . 

BT BR. LIVINGSTCN: ( P ^ s u i r i n g ) 

Q v> ^nci q c* ? r r t n d i v r-, yen r e r ar the 

middle of that pagt tc a 

Or lean: 

D c y c 

A I t ' ' - ' .1 

mevp .Tiovem. 

25 
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on t h a t r o u t i n g o r n o t . 

Q De you know if there is a t a r i . f , any t a r i f f 

for that routing that is in exictence tri^ay? 

A I d c n ' t knew and I d c n ' t c a r e . 

0 Would yoc r e g a r d t h a t as a t r i p l e l i n e mcve? 

A S ince i t has twe r a i l r e a d . ' - i n I t , and --iric? *, 

my h y p o t h e s i s i t was r e a l l a r u n t h r o u g h t r a i n , ^ v ' -mk 

i t has r e a l l y more s l m i l a r i * . a s i n g l e l i n e n o v e . 

HR. L I V I ^GSTCi^•: T h a t ' s a l l I h a v « . -^hank 

y cu . 

jrjCGE HOIKINci Thank y o u . 

: • the recor d f o : 

( f ' - r i j o n o f f t he r e c c r d . ) 

JUDGE HOPKINSi WP - cess until ^lOO 

o ' c l o c k tomorrow m c r n i n g . 

( Wher"-!' 0 t • •, Z ' Z . , e a n na 

i n the abov- -nat ter r ecessedr t c r . ne a t 

9 i 0 0 o ' c l o c a y , " a y ^ . ) 

24 
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