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batwaan Los Aajzelas and Bouston, no.

| ¥ell, 1st'’s talk xhogt ==

Aad it | tae Las Anga2la2s-Houston that,

cours2, is moving 95, 98 ve the tr

moves hetween those indus
You are back t> particular
guestion is to broaden it a bit
pajge 33, about California. Let
n northern California and Memphis

~
9% § o
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those figures.

trying
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Corriior and th

kinds of traffl

A Yes,

novenants L.A.
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shows. s Teag 1t cb

respect to rail tonnage,

from L. to Honston is a litt
Y2s.

And the Santa Fe's share is almost U6

that is not just
sy it is from the entirs
Los Angelas?
corcact.
And somawhers

Is that

Qn your ma
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wouldn't know that number.
mber?

andi th2n varying down there to

cespact

- he page you see 2 picture o

1 number of
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serves a number of cities

and communitiszs s SP doesn’®t rsach all of t%ose?

in fact serve then.
be tru2 that the
not competing with each other
Eo 31l ths nrigins or destinations that
are iacluded within
Th E rIigny E ry point, not at
area.
avery point or ci
su3jgastina tha
comman ities tha
n*t have the
iously, from
2 surprise

g & g
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don't know what

also be true ther

saerval in tuat BE

Southarn Pacific?

e o § 2

-

Figu

first

Fe and the

20 F 9T,

don*t think 1

wouli bhe

surprised.
would b=2.

Houston. I thinx

= ! the cities

cr

8 by Santa F2 are ndt sarva2i by

revaerse would ba tra=2?

311 5 the trafrtiz

re 3 is wher=s

tonnage, U8.5
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y2u a couple of

thate. respect to actua

arigiiation

true that ther=z are, as far as

ommunitiss within the “.A. BER,

whizh ars rved by the

towvas,

whicn are not in fac erved to

Sicaztly by r£Ri. o>t by TIECY

fayhe tney cegli,
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So .the abillity to

your word, for originating i o tratfic via

TOF" within the L.A. BEA w« nake, in your testimony,
Santi F2 a competitor with i : cities and
commuaitizc. Is that true?

It couli, proviiai that it was shown
partizular type of traffi ye particular origin or
4a2stiratiosn of that traffi d ra21lat24 conditions maile
that alistiz.

And that would k2 true the Uaion

gonly st ast?
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I have looked
mitarizl 2ni I have not founi
And you have not performed such 2 stady?
I wave 210+ trtouzht to. I did look carefully
{f it had been Adone by Applicante, 2ani it appear:

have beeén.

2 a{ on svarything that you know today,

1 ing wha* yosua've read in Applicants® materials

cu yourse.f have s YOUu cann
of this traffi is rail-compstitive

th2 Santa Fe and the
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regariless of the situation as it igh 15%

JUDSE HOPKiNS: Nr. : might be a

'S > minutes recess.

for a recess. Let
(Rec2ss.)
JUDGE HOPKINS:s

Mr. Martin.

MARTIN: (Resuming)
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over pag2a 38.
This is where you are

dis

Raymdl -MacAvoy assumpticns

ani
in ti2 mil £

ot

conclusions,
1e an intranodal

competition
the bottom of 37, and then intermoial on 38.

Do you 22 that?

do.

want to ask you about
compet itisn discussiocn on
after discussing

nd whathar trC

@ with r

+

suff
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not cagard th her mcles as sufficiently close

substi tutas to effectively constrain the mergad

tailc>al?

Yes, because in the context in which I anm
usiny the phrass "market power,” I am here taking it as
3 sitiation in which after th=2 merger,

SFSP w2
anhanced pricing liscreti $ i eniinc23i ipward

priciig discratiosn as

tO SRArge

would embrace
carr
condi

£

asur?2 oi

rementa

xoment
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above cost

believe that would

J So the juestion, thsn, is

markst power 3lready 2xistse.

axistance >f pricing 1isccetian, upwarcl

iscr2tion implies the existence of s

increased
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incr2nental costs in
Hence, it r=zally

rYEieEnYl D 18 a3

eparad to assume -- I

I'm prepar=si t3> assume

a position to

just want to maka
becauses it gets <>
irncr2mental cocsts
iiffer fros

itionally usei

Thaak
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charga1

in excess of is unknown.
Ther= railroad shoalid

ice; isn't that correct?

eéssentially a short-tern

t-run incremental, saort-run marginal

vnich 2gain I would just stress here is not the

Le
momente.
gosition,
tially 5

Carra
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chzr32

survival?

charg2

R

ental

above that

differentially.

And you would also agrees that the ability t>

cost floor is essa2ntial to long-tern

It®s imzoctant that the pailroal bz able to

The evidence is not clear

railroai has t> charge more than long-run
costse.
That is a subject of academic and econonmic

hat i1f the

ail

prz=parai
g, that 1s ! e 2

sl -

tacget
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thE'CI'Y ’ ot 3= fact,

Dorn®t yo5u belisve that, as 3 matter of fact,

in ta2 railroad industry generally tciay,
incranental costs are bhelow aver
I beliave that that's
it, but at this point it's in rather hot dispute ncw
am2ny 2conomists, an som2 ar2 arsuing WAYe.
My own bheliaf is that we ar=s
decliaing cost, at l=2ast as a ageneral thacretical
prop2>sition.
2]1ieve whers
yovr own belief,
urpos=s 2f my quacst
let us assunm
indizated, you balie ong-can incren
helow average Se here . is s2

than 3i’ 3 MUS naars in 3ltfer
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are declining.

iifferential pricing.

Either ¢ay?

-~
L=

ither waye.

Now

going to> have

ab to pri

2 -

e

> inverss price

y prce-making

28k 1t thii

government going t

t N

subsiiizing

of thi gusa

I
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3 h2y mizht be iven di i ani

b2 unabla

in t2rms of marke thay have to have

3nouUJI powar ¢£2 b2 able ¢ they are to

‘urvive.,
t0o achizve th2

ajsgircye.
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railroad could a5t charga sng-run
¢than it would not s total cost
cost.

But that assumption is one whic
astablished a 1little while ag>, although
amongy economists, is one that you believe

That i3 what I
cautis>n that ther2 g t e who would dis

Sut I beli
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¢at in the testimony £
3 [ na3 narkat power stams from,

I believe here to : ase, from the merger of SF

if un-oniitioned, with jts necessary and

unavoidable reduction, indzed elimination of
sompatition.
Bafora
s achieved,
y2a s>me juestion
that th2 Con
pate.
An.

tha+t som=2
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power through the elimina
is objectionable.
Well,
power Ly
assential to attai

than why

Shaet 9 monopoly powa2r, a bad

use it s being achieved here,

hrouch the .imination ©

SF ani
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I apoloat souni

makiny an argument, arber.

snastions ¢t 2larify vour position

power is ana vhether

Lat m2 ask

some markast

you ha

mpetition, At ive

run incremental gost

haliav2

The t=mptation is
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valuable as a s and not eaverything in the railroai

busiane2ss, not evary jJaest for mora praofits is to be
link2i sola2ly *o raising
There are some important area
incraasing 2ffiziancy. But I think that that
come about and will only come about if there i
orod, the2 prassur2 of compestition.
then, encourazing the competition
ia y>ur guastisn coulil very w2ll b
the narket We the car

that
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spswa- €or this raasd>n; that
signaling the railrecad in your

shoula®"t be in tha

Perhaps I am missing

that in an earlier answer, YyYd2l

axistance of some market power
railecsral is ba2ing
of s>ma market pow

92 recover T«
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powar whizh ic i 't .

thing or a bad ir from the standpoint of

affi~ient allocation Sf rasour pefore we get toO

question of how it i% Ccrezt
A + +hink that that
parad to> assume that as on2

word "one" in arriving 3t an

S necyac

that rava2nu=2 adeguacy,

by which we m=2a ng-+erm revenue adsquicy, is a

thinge. Aad

from theree.
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certainly

stat>i.

achiava2i th
jally reduce:
isonables ani

ce i
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Regulators might be concerned whe

is in a special categorye.

2 , the thing that hat regulatory

ability ¢t ’ arn returns in
d h2Caus that is what

1at correct

the railr
388 O On
% 4
~onomic

of
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alloca tion of

The >aly cualifier
iiscriminatory tresa

sub-items of traffic wher-

e

~>nditions thait might govern,

to applicable incremental c%s

-

excea2d what would appea

sey prizing principl=s.
Ani tha+t would have

hough at th2 svarall

g its identified cost
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you w2re saying or implying
then there miaht 20t be any
specif ic piece of traffic.

iaconsistant.

o | No, no, nd., Than I askel

confusing, andi for that I apologize.

Let m2 3 better gu
that the ral
5f its cost

Ss orC ONn
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v

its Lapliczations are, I take it you would agree
most rail ads have ] affic as ¢o which they can
shoct=-term or 2ven

in differential

s

¥y to g i S o agree of mar

sacily baid stanipoint of
ation of ressurc

That's right, or

beyond tha
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postalating that tha situation
J L' 1 ir ¢ -0 assume it.
pactizulac casa.

Pacific has a ine se¢ i a2 D j v 't and assunme

that, doe to the - othier railroads or sther

circunstances, i has s o degree2 »f markat
ability to price | 2 e of incramental
rha* s0 long

line involved in
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econdnic standroint is not simply the existence of
narkat podar. It's the existanc2 2f s0 nach marckat
powver that the railreocad is able to earn monopoly profits
somed1ar2, =21ith in total or on soae sesment of its
businass.

o

s that a correct statemant?

No. That is not a corra2c-t statsment in my

In my opinion, theres is an equally important

2323l in impdortaace to whit you have baen
is, revenue adequacy and returns; an
o tition itself, which is vies2d and
2 should be viewed as a means which
~2lit2 to matters other than

17
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are of equal
cavenle

And

you have been

3 Lat
proloaa
Let

a3

tw¥o thi

3iegquacy >r lavsa

this line,

ask you to assume a

importance 5 other considerations such as

profitse.

of

what would be extinguished here,

thos2 are

ho are 2f ejial inpoctanaca with what

speakina of.

ne ask you this tion, and I won't

but iak it s inmportant.

Judge,

case competition does

efficiency, produces the

it prevent
ancaging
business

doas
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ratiroad.  1I'2 asking you this guesti b2zcause I thiaik
it em2rges from the discussion we have

You ac2 saying that tha :ffact of competition,

if thare is enough of it, 1 to eliminat2 markst pcwer,

spar the railecoai t> afficisncy that is
humanly possible, drive i s down t> cost, and
that 1s good for

That is 1 You alss ajreed that
2limizates the differentially price ard

t> surviva
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whzthar the merger, as proposed

t> provii= siyY

woul
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that, as I sez it, is - i isn here.
The aerger that I am sting be ap

prazompetitive T4 l2aving th

rtiss able to r2alize theilr more van $200 million in

annual benefits through econonies. 5 T zm moving on
poth paths at the same time, and I would think that

tha sny, 101 the h 4 =31 Conalssion,

general know
towns west

ice are sa2rv
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t thinking

nanzz might have been.
N0 The situation

rajilroads, or for

St
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e
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rn railrcais, are 2arning ex-essive

8 note.
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2

commd i

mean by 3253riphi

Any geographic segment or any class

itiss.
I have no way
But you don't
T 200t know,
You don'*t know?
Perhaps som=zone 2a

ty that v

hey want
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2xcess f its t of capltal?
aware 2f any.
P, Noi an 2conomist, in deciding whether a
particular railroad is earning m2nopoly profits either

0 IHtal or on »

ia2ternin2 profitanility calculating

replacement cost lzvel, assuming
woull be r2plizei?
Assuming it would be
And that would include

rlant assets?

iz+icn expanse

splicemernt
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would be
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a compatible
7%
- SN
Ky guestion
g analysis,

£ Yyou look

n histo
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40311 regard the currcant St ip as the mor?2

relavant 2-onoaically?
The currcent cof
aconomic
, comparing such a thi
iny moi t>day, then
got In L4 of ecoaomic th::ory bu’. in
ontext, then if that was wh
is, comparat
tever - the
1king

*rucker

g envirent

Let
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swora tz2srtimony

payiny tciay

they are substantially

compat ition,

ajdhera2nce of

oard memnd of

confilential

511 3F that £o3

carrier would lhe

substantially ¢t
oW,
monop

mores ¢

which

D

they use exclusively,

information,

th2 cates that
ani
they can obteain for
twice as
somewhat less;

the SFSP axisting
oiven the
given tae

icing, and

whizh

on mecjer.,

in a positi

could

wichout
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non02>31y
ific evidence to iestermine
whata 3 i 21 : : soull

substantially increass existing rail

that novas pr2iominantly by rail. That woulil

next ey inguliye. And hare the best zvidence
shipp2r staterents.

Su
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you t>

railc>

ths =
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concern=ad im with whether a

monopalye.

is c-on

cearnai and

yself are concernad with whether a

u¢ es conpetition. It may create

it may not. But 1f it reduces, or in

this

out materia'ly o>c victually 2xtingaisp

jn this area, such as in the South=20rn

that i s objectionable in my view per

tha ras vie a adn295ly »>rd

economists and, in f:

expariancal
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be tlessed.
But you would at least agree

circinstaaces, wiila thar2 may be other

yon ar srs would have, at least in ¢t

sir=anstan-es we w#oull n»t have prciuced the distortioa
in efficient allocation of economiz resources %that
asso~iate? with profits exceeding the cost cof
You #>uld at l=2ast 30 that far, wouldn‘'t you?

That's correct, undar your assumptions.
Althsagh andar yo2ar assug-.dotioas, taan as

monopol
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the 2liminatison >f comnpetitina l21ilinjy icself
rates, potential in Sas potentially
remeving ths prod to

find thosa ad=gquate

zoncacned with thz merger,

n210%>1ly laval of ratur

2 Let me ask you

~

Barber. This is at the Sapte statement, the

sectisn that says thes SFSP
approved if corrective actionr cAIsignes aj
*omp2t ition is tactan.

I think in answver

gquestions you nmay

have prcopd

Commission?
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affects of tha : \s3lidation,”™ by which I

understand you mea t 1 e ackage righ proposal

mnadie 2y the UP woi1ld rem2ly t! orecisas anticompetitiv?
problams that you say the merger would create but do
nothiag mora?
I do,
I that what surgical means?
surgical I a=2an that tha
t0o preserve competition
wer2 SF
are als»>

yo beycnd
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they would have azcesse.

J Assurinzy that the

sought wirve grantad and the UP

fruits and vegetables at Fresno,

Southarn Corridor, ani compet2 with

into Chicago, true?

Yes.

2 Now, would

tha UP to originate produce at

Jdmaha over the Ceatral Corridor?

Frasa>

Butte,
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£33 1a>k for

Th

they would h

to Rutte,
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Sauta=2ca
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s2rvi

ave

20 F ST

2 Dev

have

nly

ice

to Chicago,

single line

#o2uli hava whaitavar

haul

2 -
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he other

haul £
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-

Coas

Joag
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Or any other origin that wsuld

—~

¥i8 the Central Crrrilorx?

Anything to which the trackige

apply in tacms >f a loacetion at which it

the sa2rvica.

2 So as I understanau it and

trackige rights

iity from

dhataar the comadiity or ti

affected by the merger, traa?

All comnodities would be

wouli be =-- ther=2 wdoulid

cshipper at

it OF

IOMOrrc-w
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it would end, I gues

traffic pecson could be better familiar with it

sotie Joints in Oma2h2 sne could finl 2 connecting

carriar, for example, and move it, let'’s say, on the BX

199n =5 ¥Xzasas City ani tazr2 hava 3 choize 2as between

the SP or the Santa Fe for the movemen. into Fresn»>.
Tomoc-ow th2ay wouldi not have that com
alteraative.
< ut in
Daiton Pazitr=?
Kot

routas it

LY SN

+ry Pho=2nix.
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abili sy ¢5 haal

Phoeaix to» Um
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pvenvear,

as I your testimony.,

*aamo.‘i of Phoenix is

are

bacific

o s+ 1 7. B

3ga take cotton from Phoenix via

tizhts,

Lake City, couldn’'t it?

D

sr Omaha, or Portland f£or th

our testimony, your be

-
&

som2 oth2

-

any plag

reci

ALDERSON REPORTING COMPANY, INC

3T, NNW., WASHINGTON, D.C. 20 202) 628-9300

)01




other cases, . the opposite , , 2 the cas2.

It would not n exact duplicate wh ;o could

have ione by SF or SP.
As pcoposzi, though, Just t>

and n>* meaning to argue with you abdout
risht or wronj, but as proocsad, there would
restcictisa o2 whare the UP coull take the traf
Phoenix or bring it to Phoenix fron NS ARe X ind
commdyiity that =zo5313 be handlzd?

A oo

faticen

whetisar or not that traff
Phoenix today,

That
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Daklaai?

L ¥o. BRoth of them do not serve
>f 32n2arcic s=n

In what

genaric

Racranent2 aad Oaklanad?

The Sacrcanmento

and Jaklaad
i1 by ¢gcnerice.

I mean someboly could
aYye.
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certain shippers 3loa3 th2 routa
Oakland who would lose
vizs as 1 resalt 5f th2 S
obviously arse
1etails.

452't know what rout

.

T will not speak t2> thate.

tachnicians.
ing around just a bit, wit
saction at pajge 27 of tha S

armodal competiti

“

u under

total?
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incluies water movements?
That's the way 1

xhibits, ani hat'

That's your unders ling s it also your

taniing zhat it includes pipa2line asvema2nts?
Nou, I'm not sure about thar.
ny >2inidae.
It's clear,; is
moven2 to the 1estinati

hetua
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N And the other carriers have 70 parcent,
althoagh if you o21itt2d oil, the pa2rcentage #21ld be

different.

G amitted oil

footno>te on page 30, the ot

wouli only havz 2>rout 47 pe

pArt >f tha fr3tnote.
Yes.

o
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have, putting oi.

flowe.
Yes,
Now, this=s is 1 i ' t1at
trucks and wat
t flow ser-ve as
sarciinr?

FOr cer

ember staten
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fourths o
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experience divarsion?

A Looking the shipp
that they hisave increa
ware highesr.

p) Let ma : you about

have shares

Lo
cther
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I bzliave it may
th2 a2y th2 Trans=arch put
3 ¥all, B i moment. If

ol Sait it, as 3 he £ail shar2

-=- ani this just above the if you onit

cotton, the rail share for
traffic amdunts t> nearly half,
A Yese.
And that 1 : | hav= about
half, right?

Y“\So

formidable,

half wouli
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same, than truck compa2tition is certainly =23ually
formiiable as between Phoenix and L.A., right?

Truck compatition i 2 of traffic
moves by truck in the total : Then Sne has to g¢g>
to th2 specific commodities sut where the trucks
are md>ving. RAnd as I inlicat2 h2 th2 h2avy truck
mover in here tends to : el A not important

o 55 i OB B

2 But aven putting cotton one side, it is

about half. And ny guestion i=s this. Fven excluding
cotto>a would u that the availability truck

itors 1 the Los
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effectively constrain a rail carrier with a much largasr

shara2?
B i ] cCane,
avides izh 1s vl in turn, here I have gone over
to> ani taken into account the shippar testimony here :>
see whether there seems to be anything to suggest that a
naonexistent ar tiay truck shar is in .~ome way
ainiag iLt.

There I found that the truck rates were cftan
thos2a of th2 rail cates; I assum21 and took it
thera's 15 evidance of

Havan't you testifia: / I ] market

domina nce ses only ¢ n - ; i+ as a
snall uzk sh es ef

spect
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avidaace w#with : ! - € h2avy bulk an4d

high £ail shar i h in Figure 4 of my Novembar

stat2nent,
4t T £hin® thy
good time for 2 a luncheon
antil 13390,
(Whareupon, at 12¢30 peMes, the heari

recessed for lunch, to be reconvened at 1330 p.m.,
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L1230 ¥y%s)
Honor, I have two 1loose enis

£

o b o

from Tuesdiay. ie said during the juestioning of

Caron that we would look for any work papers.
nade 2 s2arzcn, 3nil have fournd no work papers.
The nther item is, txhibit SFE =108
May, 1984, mencraadum to Mr Kenefick, aal that
was admitte £ s Al A s r raguest to have anoth
io5cun2nt 1 i > ) stand { yhich w
meamorandun f | Kenafi Barrat

28, 1388, 3 als iscussed during

sning
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avidencz.)

JUDGE KOPKINS: how long will

+s finish?

be with this jentlenan?

MR. MARTTN: am hnping to be

done in 15 or 20

Whara21p9on,

the i1itness at th2

sdorn

previsusly duly

exzmined and testifie
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hat isa‘'t clear.

axpliaation, but alsc some of the growth aprears

attridutable to rail rates r TIFT asvenents of
trail2ars at more attractive } for over

higheay usa2.

ailpaction of

ALDERSON REPORTING COMPANY, INC

20 F ST., NNW., WASHINGTON, D.C. 20001




¢, ¥r. Parber, V¥ sai t 1@ of the reason

why r>u balieve this ] bsen graowing was that

the riil rates hai been reduced in comparisen te thos2

2f ti12 altarnitiv2 highway movem2nt, and my guestion is,
isn't the reductisn of rail rates fo- TOFC service where
it o==urs o>ne form of compatition as betveen rail and
isr
In a3 partial sens
Tt %

o
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the mecgec?

aise the ratas, bu

th2y woull be making monopoly profit.

o Do you think the marged railroad
increase its TOFC rates by as much as 5 percent
gxperiencing divarsions back to th2 motor

! shippe vidernce

testimony.,

ould.

Tha
upon thai

- + 3

3
-
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caursz2,

Corriior.

2 On Page 35 % s} about a sentence

Th2 parajcaph, tha fircst rayrash on the pag?2
"Under these circumstance.,’ hich refers to th2
dis=ussion, "tha competitd anefites of
e are most likely to pro

rail car
you about.

where such
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the Southern
movena2nts the midwast,
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ovarwaelmingly, of course, £ movements

It is als> us24 £>r soma traffis- moviag

tie northaa
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=arload or TOFC service, say, to H ! compete with

each o>th2r as they do today, : : ive but UP,

absent trackage rights,
is oot in a poysition to compete
even thou3ja UP miyht be able to
TOFC move to, say, Chicago.
I thought
15t asking about point to point
talkiang about gecgraphic competition.
that the : ative availabla to a San
ippar today ¢ frui ar stables out
Jaiion Pazifi © O conpatitiv:

the
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I think

reverse my exanmple

purchaser-ceceiver I 2 i today wvas

able to obtain, : i some ; ¢ Houston and
have -ompatiticn : and ; see th
is a comp2titive answar t>
can buy whatever he can get

ivared by som2 othar m2ans,
evan »oving Zats, 2y a carloai basis, into Fresno
ANYWAY »

Y55 157 khink then thnat
the same commodity moving from i1i

fgence 1N

t
nave oroviia2i,

were in =oms

ALDERSON REPORTING COMPANY, INC
20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300




hands of one ra d sitting astride th, Sou
SorriLior. se hat s a diminishment 2f coap

even L£f taat ipt ~-receiver might hazve available

scndition s other place.

Would you ajyra2 , ervyice frowm srigin

il ramp is gesnerally

Well, zartainly it is physically
g, Economically practicable i

Thank ycu for sagjesting

14 # s &
+4 S8& itC
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regardizd 3s small a2noujzn
gat to o : some of thesse moves where the
sove night bs $1,000 for z particalar haal, the aiditiodn

of, say, $125 or $150 in effect is adding well over 10

perceat of the coste.

that as an economic handicap that

Wwouli then giv SP a sharply expani=2d marcgin of

pricing discretion within which to set its
3 What youa ar2 siyin

understand you:- 3uestion,

TOFC or sruck mcve to

ynomizs h
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miles away
then cun a

ta

-y

2stina
SESP zoulil
titiy

-~
-

& stlt 5 NP . which Ceoull

much as mile by ycur witness's

o~
-3

+ha+t that is a substantial margin within

price the service from tha

previously

-

2 Point A, That is what I am talking about.

Does th2 UP today have TOFC ramps in Los

Yes.
Oakland?

Yes

Stockton?
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Does any ! > vi P TOFZ service from the San
Tozqein Valley?

A Yes, some of that traffic does move.

2 Theca2fore it must b2 economically available,

economically possible to svercome what you daescribe as

that irayage handicacg.

It nay be pvercome in 39m@
indications are that the TOFC business,
Shum testifizl ya2steriay, at those loacations ina

vallay is clearly dominated by SF and SP
) Let me ask this. What is

sf €4 «hat the Inioc

Fresno-Bakersfiel

s 1t my fingertig

imation?

1al tonnzge

that
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I8 othar wac3s, a1l 1 1>
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I would want.
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w2
that you believe that compatition is
i+ forces the merged rallrcoad to

pars and the public all of the

That ¢2uld be a is,

always a factor i Z ni al competition

help iisseninat 1113 nefi ‘ quite apart

-
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sarvice t¢ pbe rend asre wita,
r margins, and i

But my basic i i thz ok

a device not only for dealing with pric b

if you wish,

mpatition is

a2t 3

~ra2atss an anvicoament for proddingy, for stimulating,

for bringing about innovation, efficizsncy.,

sarviz2, a3ni1 2ncouraging parvies because they are rival

with >ne anothar to ant » in the back aal

5f dacisionmaking that i = yields real

ol ¥e)
benefits
compatitiosn has
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nargsai company .etaining some of

affect

as is her
character,
that woulid

involv ad.
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competitive
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its=21¢f.
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out o5r eliminate it.

Sow., ¥r. Barber, in order to re
the ba2nefit £ the ma2rger, that is, the o
savinys, anil to inprove the profitability o 12 merg2d
carrisr, that is to say, its margias over cost, doesn't
that nean that tha merged carrier would have tO exercise
sone 1agrz22 of macket power in ordar to reta
thos2 benefits?

Somz 123
think we have all agreed,
inadazuata. In that case, you may not
throagh of the bszaa2fits,
get full passthrough of

ther aspacts ani favor

-3
cite
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4istyction in th2 allocation of economic
the marged carrier were able to retain, h

th2 a2c3ar

It might not be, and I would be
assum2 that it d4id not, that i a: ¥
that yround alone, but that

e-gar, turninjy the market from twd Sarr

carriar, wouli not lessen competition.

) That is not my guestion, ¥r
question is this. I keep coming
i o ii not retain

pradac

retentl

sisvsrction O

ju=stion
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changas, and I am afraid the answer has to.

JUDSE HOPKINS: | © ansWer thes juestion aa?

i
1 -

ite Don't 3o on exta2nsively. Just answear

WITNESS: I dcu't believe I can add

anything to what I have said.

sk 1t sasin, rour
Honore. That concludes my examination.

JUDSE HIPKINS: Thank youa.

Nonna Kooperstei

UP/uP=-26,
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and pa2rhap:

~sasd>1ably

Phoenix ani some

mind the specifics as to

Sparo, who will e

o illuminate that for yvou.
+he next question,
e 3pero agiine.
tonnage could

SF
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Hava yo1 eximianzsd w1
accurately portiray ths moveman
+ha Zo>mmission's

fec.

appeniix tables, the Commission in orzaniz

4hica ara shown i2 my App2ndix ! A 53 kel e

somewhat diffarently trom what

T 2hse tha traffi: not Oh 2 ragion basis,

BER ¢t ma2aj>r REA basis, and thar2 T2

in Appendix P which show thea

as fageles to Harus

ould be by directi
g is, ani

ine what
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I 1c.

This morning you disc

betéeen cectain city paics
~omvet ition betwe2n the Czntral and S Corridor,
and yo>u m2ation21 LA ani Chizago as 2ae pair. Do you
ra2call that?

A 2 45,

Do you know other city
compatition ba2tween the Central ani

It wouli be, i I think that could be
from the appendiczs to th2 Commission's ospinion
UP/MP decision, there 1¢ empetition §

gen
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A ) 3 the rest moves by the Central

Cocrilor.

i) Rlso jte shares 2§ traffic
moviay between n a :outhern California and
sertain southdest cities vi: » Saxatheray Cocetlilote DO

you s>e that discussion?

Do you know wheth hoas shares would vary
significantly by zccmmodity?

ds not know precisely, but given the very

would suspact that any difference would

2 5 (G i3} hiares given here.
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Cageiiac?

Y0, not for the areas
have 1ealt with in most detuil.
Angel2s t5 Houzton, the movemznt via

is more than 1,000 miles longer,

1ay >f addiitional tim2 t> maks the nove.,

On that

move from Los Ange

handi:
anliai 4 8 § : iva it sarstantial pri

maiLgin
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am cert s he
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I ar quite certair

ALDERSON REPORTING COMPANY, IN

N.W., WASHINGTON, D.C. 20001




Yes, but it does deal wi
sompatition guestion in this sense.
pag2 of Appandix F, the index . Yo
+hat from the dastination REA, that yo2u jJet the same
iastiylatisn BER f-om sevarcal 1iffa2ra2nt originse.

For example, you get the destination REA Los

Anjel2s from Dallas, from Houston, fconm Naw Orl=ans,

from Atlanta, and thea from Phoeaix y2u 32t than the
backw
whetherc, say.,

es with New Orleans,
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quits specifically

his tastimony.
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thay ¢o2uli hava t> work out

leasiag

Yes, thay would, through

they 1ad to, the parties couli come

- =
- ek

which routinely d2als

wi trackags

4231t with them ia the Ri>

Parties disa

)

-~

To thiags have to b2

be, in economic tz2rms, the

c any £3
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they 4ouldn

are J-etty

other once in a while and disagree,

svar th2 i22ai2s that thay can work tsgether when the
condition

Thank you.
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JUDGE HOPKINS: M Ma~Kenzie.

KR. VINCEN FAC KENZIE No guestions.

MR. RIAZCH: Your Honeor, I move the adamission

Barber'®s two verified statame Se
JUDSE HIPKINS:
MR. MARTIN; No.

JUDGE HOPKINS: They will be raceivad
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I'm an Assistaat

Barbar Asscociates, Inc.

=

3
-

=

Dc you have before you a documa2nt

3S Central California and Phoz2nix

Statement of R d D Spero,
icaction page 3at21 Noveamber 2,

Thirty-2icht payes and a verification

Well, my cecpy ha

ions.
YU barisn. Yon
is that Appendix A ¢

tatanant in Volume JP/YP
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knowl2dge

t

1 o~
- .

R. RO)ACHs The witness is available for
ination.
JUDSE HOPKINS:

CRCSS .

BY ER, MOATES:

Good afternoon,

availab
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computer personnel

y25.
Well,
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3 » -
that'®s correct.

You say at the end of

materials, includiing th

refer to thera,
statamal

ion
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numbass b2 provi aparately for Witness Sperd,
bezauyse th2 numbars we were given werz for Barber.
Therz is no breakiown for Spero and Barber.

MR. ROAZH:s 1I°'m not cectain that that can b2
done., We'®ll be glad to look at that, Your Honor, but
Mr, Barber +*alks about many 2f th=2 sane »2ints that %z.

Spers> talks about, but we vill un

=an %723k 20t the differant nurb2

¥R. YOATES: He coniirm nat I said,

that 2hey aren't hroken 3.,wne. Yo 4 ! 2t least
sea if they can bz done.
JUDSE HOPKINS:

BY MR

ur attentiun,
wvher> you recite
2 compatitive

isn ch
141

lannels
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