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INTERST.\TE COMMERCE COMMISSION 

DECISION NO. 26 
pSERvice OAirj 

GCT 5 f̂&s 
Finance Docker No. 30400 

3ANT.A. FE SOUTHERIN' PACIFIC CORPORATION-CONTRGL-
SOUTHt:RN PACIFi: TRANSPORTATION COMPANY 

Decided: October 3. 1986 

By pecicion f i l e d Sepcember 2, 1986. che Sinta Fe Southern 
Pacific Corporation (SFSP), The Atchison. Topeka and Santa Fe 
Railway Company i.ATSF). and Southern Pacific'Transportation 
ComDany (SPT) (applicants) request (1) ch.at tbe Comtnisjion 
reopen t h i s prccaeding for the purpose of consl-..eri.ng new 
evidence, and v2) that the Coiamissi .n deter issuing a w r i t t e n 
decision and order implementing tht Commission's vote cf July 24, 
1986, pendini; receiiJt and consideration of che new aviJence.' 

In S'uppcrt of th ^ c e t i t i o n to reopen, applicants scate 
that they propose to submit new evidence " r e l a t i n g to (1) con
ditions t;iat could be imposed to ameliorate advsrse impacts 
thar the proposed merger might have on competition (2) che 
deteriorat-ag financial condition of SPT. and {}•) -..ncreased 
merger savings." In support of che request for deferral, che 
applicants scate thac the issuance of a decision imolamerting 
the Commission's vote "could r e s t r i c t t h e i r a b i l i t y t.o fashion 
remedies through negotiations or cchtr means." 

The Denver and Rio Grande Railroad Company f i l e d a state
ment i n support of applicants' peticion reopen along '-jith 
a "Settlement .Agreement and Memorandum of Intent Between che 
Denver and Rio Grande Western and the Southern Pacific and 
Santa Fe Railway Company," Ocher supporting statements were 
f i l e d by che Public U t i l i t y Corami^cioner of Oregon/Stats cf 
Oregon Department of Transportation and tne United State-? 
Department of Transportation. 

The Union Pacific Railroad Company and Missouri Pacific 
Railroad Company f i l e d a reply stating thac i t was not opposed 
to reopening and ultimately approving the merger i f i t i s ' 
conditioned to remedy the resulting anti-competitive effects. 

Replies in opposition to applicants' p e t i t i o n to reopen 
were f i l e d by the United States Department of Justice, the 
Attorney General of the Stace of Cali f o r n i a , Missouri-Kansas-
Texas Railroad Company System, ICi Americas Inc., ana Mazda 
Motors of America (Central), Inc. 
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Insofar as applicants seek reopening of chis proceeding, 
we w i l l withhold r u l i n g on this aspect of t h e i r p e t i t i o n for' 
a period of time to enable applicants to complete thei r 
e f f o r t s to a t t a i n workable solutions to the potential adverse 
impacts of the merger. In the i r p e t i t i o n , applicants state 
that they are negotiating voluntary agreement's to resolve 
the competitive issues in this proceeding. Tf agreements 
are negotiated which address those public Interest issues 
and not merely the private interests of t h e i r negotiating 
partners, the Commission w i l l be receptive to reopening che 
proceeding to give consideration to the changed circumstances. 
Applicants 'jhoulc supplement c.-'eir p e t i t i o n co reooen wich a 
detailed description of the i r entire proposal and the evidence 
they inten.-i t-i submit in supoort of i t . They should also 
include a proposed procedural .schedule for the Commission's 
consideration of t h e i r revised transaction. 

As a corollarv issue, we recognise chat we voted in our 
open conference to require applicants to oresent to us a 
plan of di v e s t i t u r e . In view of our decision to hold apclicants' 
p e t i t i o n to reopen the proceeding in abeyance, the i-ime" " 
period for the submission of chat plan, i f ultimately necesscry, 
w i l l noc begin u n t i l we have f i n a l l y ruled on applicants' 
p e t i t i o n to reopen. 

We are denying applicants' p e t i t i o n insofar as i t seeks 
deferral of a w r i t t e n decision for essentially three reasons?. 
F i r s t l y , while applicants have argued that the issuance of a 
decision w i l l r e s t r i c t t h e i r a b i l i t y to negotiate remedies, 
we are u n w i l l i n g , as a matter of simple fairness, to disrupt 
our normal decisional process to favor the applicants' 
negotiating position over '.hat of the other parties in t h i s 
proceeding. Secondly, che public interest requires us to 
issue a reasoned decision on che basis of the record, p a r t i c u l a r l y 
in view of the substantial number of inquiries from applicants' 
employees and stockholders, Mo-.abers of Congress, Governors, 
and the general public. Thirdly, our statutory and administrative 
obligations require that we issue our decision i n a timely 
fashion. 1/ See 49 U.S.C. Section 11345 and 5 U.S.C. Section 
555(e). 

1/ The record i n th i s proceeding was closed on A p r i l 20, 
1986 and c e r t i f i e d to the Commission on A p r i l 21, 1986. 
Oral argument was presented May 21, 1986. At an open 
conference held on July 24, 1986, a majority of the Commission 
voted to deny the merger application. 
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,„̂ ,„f̂ "̂ f̂ >'' National I n d u s t r i a l Transnortation League 
(NITL) f i l e d a oer-i;.ion cn August 18, 1986, to reooen and 
reconsider the Commission's "action taken in thii in-tant 
case on July 24, 1986 when the applications herein vere 
uenied." International Minerals & Chemical Corporation 
f i l e d a statement in support of this p e t i t i o n . "NITL argues 
that during the open conference at which we decided the 
matter "the Commission arred in . . . cutting o f f any dis
cussion as to che p o s s i b i l i t y of granting the application, 
subject to the imposition of conditions which would insure 
the preser^/ation and strengthening of comDetition between 
and among railroads in che service areas affected " However, 
NITL f a i l s to demonstrr.te any material 'irror as; a ground for' 
reopening. Indeed, i t cannot do so absent issuance of a 
f i n a l decision. 

This decision w i l l not s i g n i f i c a n t l y affect eithe: the 
q-L^ality of the human environment or energy conservacicn. 

I t is ordered: 

1. Applicants request to reopan the record i n this 
decision, along with support stat'iments and tenders of 
evidence, w i l l be held in abeyance for a period of 60 davs 
a f t e r the i -suance of a decision on the merits to allow 
applicant; • ;rtunicy to perfect a p e t i t i o n to reopen. 

2. The Commission's order chat apolicants f i l e a plan 
of di v e s t i t u r e is stayed pending a f i n a l decision bv the 
Commission on applicants' p e t i t i o n to reopen che record. 

3. Applicants' request to delay issuance of a decision 
i-n the merits is denied. 

4. The petitions or requests for reconsideration 
and/or reopening f i l e d bv parties ocher than the applicants, 
are rejected without prejudice co r e f i l i n g a f t a r a decision 
on the merits is issued. 

5. This decision is effective on che date served. 

3y the Commission, Chair^ian Gradison, Vice Chairman 
Simmons, Commissioners Sterrett, Andre, and Lambolev, 
Chairman Gradison concurred in part and dissented i n part 
with a separate expression. Commissioner Andre dissented 
in part with a separate expression. 

Noreta R. McGee 
<'SEAL) Secretary 
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CHAIRMAN GRADISON, concurring i n part and dissenting in part: 

I agree with the decision to the extent it delays the due 

date for filing a plan of divestiture until after the . :'ssiv.n 

decides the petition to reopen. I would, however, h.r grdn.ad 

reopening now to permit new evidence to be filed and consider 1 

The maj'.'-^ity deserves an opportunity to a r t i c u l a t e th<.Lz 

concerns about the merger through a writt e n decision. To this 

end I support the majority's action in denying the request to 

delay the isiu*»ncc of the wr i t t e n decision. 

COMMISSIONER .AJN'DRE, dissenting in part • 

I would have granted the p e t i t i o n for delay i n issuance 

of a decision and for reopening j f the record. 

- 4 -



This iecislon w i l l be included in the bound volumes of the 
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INTEPSTAIL CCdflERCE COMMISSION 

Finance Docket Ho. 30«O0V 

SANTA PE SCUTHERN PACIPIC CORPORATION—CGNTROI,—301"!'icn'N PACIPIC 
TRANSPORTATION COMPANY 

Decided: July 24, 1985 

In j'inance Docket No. BÔ OO, the a c q u i s i t i o n of con t r o l by Santa 
Pe Southern Pac i f i c Corporation of Southern P a c l f l " 
Transi;ortatlon Company and I t s r a i l C2rrler s u c s i d i a r l e a , 
and t.-.''. merger of Tne Atcnison, Tcpeka and Santa P̂^ 'dilwcy 
Company and Southern Pacific Transportatlo" Comp.,n, Into Tr.e 
Southern Pacific and Santa Pt Railway Compiwiiy, are drnled. 
Related applications are also denied. 

/̂ This decision embraces Plnance Docket No. .'̂OOO (Sub-No. 1), 
3 t . Louis Southwestern hallwa> Company—Merger Exemption--
Souther.-. Pacific Transportation Company ; Finance Cocicet No 3040C 
(Sub-No. 2), The Southern Pacific and Santa ?e Railway Co.-npany — 
Control Exeirptlon--Sunset P3li»«y 'oropany; Plnance OocWet .̂ 'o. 
SÔ OO (Sub-No. 3), The Soutre.r. Pacific and ,-3anCa .-''e Railway 
Cv.aii>--C.ntr':! Exemption—Certra) C a l l l o r n l a Traction C.pany; 
Plnance .'c-Art N'-. 30i'0'.. (Suo-No. 4 j , fhe Southern Pacific and 
£d,i*' aail»i.s,y Companj—Abandor.-nent and Discontinuance of 
Ser'/i';: ^ 1.6111̂  z i o : ; ^'Inanoe Docket No. 30i'00 (Sub-No. 5), The 
Sout.'.er: . i,:'f ic '.-j U Sar.ca Pe Railway Company--U3e of Teral.nal 
. ' a c i l l t l e * --Oi'.ic. Pacific Railroad Company; Finance Docket No. 
3040 (S.-.'-\'o. 6 ) , The Southern Pacific and Santa Fe Railway 
CcriFany--Construction Exenptlon—Los Angeles, CA; Plnance DocKet 
No. 30400 (Sub-No. 7 ) , The Southern Pacific and Santa Fe Railway 
Company—Assumption of Obligation and L i a b i l i t y ; Docket No. 
MC-F-15628, Santa Fe Southern Pacific Corporation—Control — 
Pacific Motor Trucking Company, Pacific Motor Transport CoTiî 'in> , 
anc' Louis .Heller, Incorporated; Plnance Docket No. 304')0 
vSub-Nc. •, ".ssouri-Kansaa-Cexas Railroad Coiri;any—Trackage 
Hiihts JouCii.- n P a c l i i c Transportation Companj Between San 
Antonio and Cor;, ..s C h r i s t i , TX; 'inance Locket No. 3040C 
(Sub-Mo. 9 ) , Mlasouri-Kansas-Te.cas Railroad Company--t'se of 
Terminal F a c i l i t i e s of Missouri Pa.cific Railroad Company at 
Corpus C h r i s t i , TX; Plnance Docket No. 30400 (Sub-No. n ) , 
S'ii so'irl-Kansas-Texas Railroad Company — Trackage "\lghts — Southe-n 
r i c l f ' c Trfnsportatlon Company Between Sa.n Antonio and Eag.e 
;^ss, 'rX; Finance Jocket, No. 3040C (Sub-No. 11 >, Kiasour:-Kanjas-
Texas Railroad Conpany—Trackage Rights—St. Louis Southwesten 
?,ailway Co.npanj Between Topeka and Liberal ̂  KS; Finance Cccket 
No. 30400 (Sub-No. 12), •'is3ourl-Kan.',a3-Texa3 Railroad Company--
Trackrtge Rights—Southern Pacific Tran?t!ortatlon Company Betwee.i 
Houston and Texa:. City, TX; Finance f jcKet No. 30^00 (Sub-Mo. 
13), Misscuri-Kansas-Texas Railroad Company—Trs.ckat'^ Rlghts--
oouthern Pacific rransi.ortation C^Bipany Batween Hcuscon and 
Beaumont, TX; Finance Docket No - 304OC (Sub-No. lU .>, w^^sourl-
Kansas-Texas Railroad Company--Trackage '. l i n t s — T h e "t,-hlsor., 
Topeka and Santa Fe Railway Company Between Dallas and Ward Spur, 
TX; Finance Cocket Nc . 30400 (Suo-No. l o ) . Union Pacific B a i l r o a j 
Conpany and Missouri Pacl.~lc Railroad Company—Trackage S i g h t j - -
(1) Soutr.ern Pacific Transportation Company Between El Paso, TX 
and Coiton, CA; Bet en Mojave ai'.d Bakersfield, CA; Between 
Coiton and Mojave, CA; Between B a k e r s f l i l d and Lathrop, CA ; and 
Between Sacranento and Oakland, CA; (2) The Atchison, Topeka anQ 
Santa Fe Railway Company Between Barstow and Mojave, CA; Between 
Kern Junction and C i i Junction, CA; and Between Escalon and 
Riveroark, CA; and (3; •.''he Atchison, Topeka and Santa Pe Railway 
Company and Southern Pacific Transportation Companj Between O i l 
Junctlcr and f a l t h a , CA; and Between Martinez and Antloch, CA , 
(Footnote continued on next pags) 
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T- — j j ^ ' u ^ ^ g ' ' ^ * ^ Robert R. Cowell . Ronald S. Plagg, 

« m a r , G. Paul Moates, M i l t o n E. T i lTon , J r . . Vincent P. I?r«,^« 
7-j_r,n . ' ^acLona l j Jg i tn , y i ^ K i r r T r - ^ ] n i t n , feouglas k. Stephenson ' 

• f / L •^3^ '^r^°^ ' /^ '=hard>7 W e i f e r - y . - h a e i L. WhlteP.e-.^^-jF?' 
ue.nr.is w. 'Wilson f o r :janta .̂ e Southern Pac i f ic Jorporatio: . The 

. -ac i r ic Transportat ion Company. 

^ ^, Edward D. Creenber^, Robert N. Kharasch. Mark T. F r l e s lng , 
. t i ^ r i r . '^'^ ^ ' g - 0 . ^ i i £ £ £ >̂ or Missouri-Kansas-Texa^ 
. 'tallroad company System. 

„. , William 3. Barr, Paul A. '.-Qniey, Jr.. James V. Dolan. J. 
.'^ichael hemmej:, liarT^TTaTTfut l ^ l l S ^ J L l I l l t t e F r i ^ ^ 

±: ^'llll^.Ll/lngston, diaries A. Muler. &avid ti. 
p H | i . Arvld E. ^ . o a c h ^ , i ^ r ^ i n l T j r ^ T I T r r ' S H d - L a ; ? ^ ^ 
-£oreK i'or .n ion Pac i f ic RaTTTfid io'..p,in; and Missouri P a c i f i c 
. t a i i road Comjany. 

Auerbach, .Harvey £. .qines. Robert 3. Bleakney. J r . . 
•°ooert ^ . - j l h o u n , H o b e f t _ ^ l ^ i _ e r i r £ , Krtc y i sAman-f fFFi t ; 

% v i r ^ g ^ ^ ' ' a r t r . , - - ^ H T T o b e r f j , ^ ^ f o r - ^ C T a n s a s 
-X.J, oouthern Pal.way Company and Louisiana and Arkansas Railway 

".mpany, 

Charles h . White, J r . 
Company. 

f o r The Texas Mexican RaUway 

NeU Hoffman Bonaparte. Susan S, DeSantl. Samuel R. Freeman, 
.hemes TT^Leary, Kevin_ : . Macl^inz ie . l irFrTFfHe Vlason. george 
^ . ^ • ' ' l r ' ' - ' £• g^f - ' - ' " ' • ' ' ! " ^ ' ' ° » " ^ ^ : ' P ' te r P. nouTselQt. g r i t . " 
/cn oaxzer., and Kend.<li T. SanfoFTTcr The B^nv^r .n,^ BT^ ( H ^ d e 
western fiail.-odd Company. 

i-ouglaa -.. Clnsburg., Catherine B. K l l o n , Donna N. 
Koo.erstei_n, > . ^ . ^ .- Rule, and James S. Veisa f o r "?n 
States uepartment cf Jus t i ce . " I ted 

Mar 
: i ^03eph .King. Roaalind A. Xnapp. Diane R. L i f f . J in J . 

ri2.ZL' : iCnr_M^^_:on, -^ary 3<;nnett Reed; ^li5ueTTo7iraT~and 
-,y:--t?- T j i i i l -3" "n i ted .states Department of* Transpor ta t i 

^ ig l c and Nicholas 'i*. Moros f o r Bur l ington 
.'.ortnern R«.Il road Company 

l . £ l l I L i — i L i i a ^nd Frederick C. Ohly f o r .National .Rall.-oad 
.-a^senger Cor,,oration ( AMTRAK ; . 

Beecher Rintoul f o r Association of .Railway Technical 
L . i i i p l u y e e 3 . 

(Cont inuat ion of fcotnote 1) 
Flnaiice Locket No. ."0400 (Sub-No. 18), The iCansaa City Southern 
R.xllway Conpany and ,'.oulslana i Arkansis Railway Coinpa.y — 
Trackage Rigi^ts—Soutnern Pac ' f i c Tranaportatlon Company Between 
Avondale and West Lakt, LA, Between E'eaunont ?ind Houston, TX; 
Between Houston and Oa.vesto.i, TX; ana Jetweeii r-reenvllle and 
Fort Worth, TX; >?nance Docket No. 30400 (Sub-N,.. 19), The Texas 
,"I<xican - - - - , . , , 

Rio 

rai lway Company--T,--act,age Rights—South) rn Pac i f i c 
Transpor ta t ion Com^ary Bt tweei Corpus C h r i s t i ,irid Sar Antonio 
TX; and Finance Docket No, 3C'<0C (Sub-No, 20] , Tbe Denver and* 
Grande 'Weatern Railroad Ccipany—Aoqul.j i t lon or Trackage Rlgh t s - -
Southern Pac i f i c Transportat ion Company E'-. -ween Ogden, UT and 
Klan..3th F a l l s , OR/Rosevl 1 l e , CA, anu 3etwe..n Points in 
C a l i f o r n i a , Oregon, and Neva la . 
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Richard H. Krausnaar and Harold A. Ross for Brotherhood of 
Looomotlve Engineers. 

Deborah S. Merkel f o r I n t e r n a t i o n a l Brotherhood of 
''hamsters . 

John 0' B. Clarke, J r . , John J. Delaney, and W i l l l a a 0. 
.^.honej t o r Railway Labor Executives' Association. 

Gordon P. MacDougall f o r Patrick W. Simmons, I l l i n o i s 
Ldfelslative d i r e c t o r f o r United Transportation union. 

Nelson 3. radd, Jr., for Arkansas Transportation Commission 
and Arkana"r=i State Highway and Transportation Department. 

Janice E. r ^ r r , Vincent V. MacKenzie, and J. Calvin Slrpaon 
fo r Pttople o^ the~?tate of J a l l ^ o r n l a and the Public U t i l i t i e s 
Comnisslon of C a l i f o r n i a . 

Donald A. Reiter and Jonn K. Van DeKamp for the C a l i f o r n i a 
Attorney General. 

Gc-don S. Baca. Eugene E. Bonnstetter, Thomas A. C a r r o l l , 
and C. .'. 3olander f o r t.he California"5o;,artment of 
Tranaportatlon. 

LwlAht Bower for Colorado Department Highways. 

Mic.-.ael a. Bees and John R. .'^chelrmaii ' - r the State of 
.KansasTI 

Rooert N. Hunter f o r .llsaourl Highway and Transportation 
Department. 

James W. Bolt ano R.A. Ward for Oklahoma Department of 
Tr a n s p o r t i t l o n ana Oklahoma Corporation Commission. 

-^omas E. Twist f o r the Public U t i l i t y Coiomlssioner of 
Cregon"anG the -regon Department of Transportation. 

Jim 3. Cloudt and Michael A. James for Railroad Comr.isslon 
of Texas. 

Nelson Atkins f o r City of Compton. 

James A. McKelvey f o r City of Fresno. 

• '«<-neel Cavenaugh, Boris H. Lakusta, CdU.d_.l. ,^'archant, 
and G ? i 7 i " i . '^arxe^or City of Martinez and East glTHegionax 
Pa .-I' D i s t r i c t . 

f o r City of San Jose. 

Brlen E. Ke.'.oe and Frederick L. Shre-...^. 11 f o r Port r f San 
Francisco. 

Sharon l • Anc'erson and Victor J. Westman for Contra Coata 

County. 

S l a l r H. Checketts and William E. Grass f o r County of 
f«erced. 

-avid C Fine, Colin Lenna."-., MarK A. Pisano. and Xa ther lne 
E. StJne f o r Jouthern gaUfornia'Asso'-lation or .iovernm.ents. 

Si. 
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David S. Alnsworth for American "residen*- Companies, Inc. 

Kevin J. Dowd. C. Michael Loftus. and William L. Slover f o r 
Arizona E l e c t r i c Power Cooperative. 

Barry J. Broods :-• kPyCO. 

L./man D. Griswold for CALCOT, Ltd. 

Richard Harrington fo.- the California G;'ape and Tree Prult 
•,-eague. 

Victor Anderson Jor C a r g i l l , Incorporated. 

Allen E. Parker for Hallibi.r'on Services, Inc. 

Ronald N. Cobert for lACtJ Freight Forwarders, Inc. 

Hlcnael C. Hanzel , M. '£. u c c e l l l , Jonn A. Vuono, and 
f^icnarTR. Wllion Tor Industries, Inc. 

Oickjon R. Loo3 and Bjrry Roberts for .SunKist Oroweri, Inc. 

Richard J. Munscti for Jn».ted Stat'js Steel Corporation. 

''arion aueaenbery for Western Growers Asac^latlon. 

i^ohert 0. Hughes for Wltco Corporation. 

DECISION 

n THE .COriMISSION: 

SYNOPSIS 

The :,rinary applications seek authority for Santa Pe 
3c,.thern Pacific Corporation (SFSP)£,/ to control Southern 
:••-»'. i f ic Transportation Company, and~certaln subsidiaries, and to 
,-;er;e ;out'iern Pacific Transportation Company and i t s c a r r i e r 
subs-.-tiaries with the At.-.hison, TopeKa and Santa ?e Railway 
Corapan., and i t s c a r r i e r s.ibs I d i a r l e s , for ownership, uanagement 
and cperaciori. Southern P - i c l f l . Transportation Company has been 
:ield in a voting truati_/ since Southern Pacific Company and 
ianta ?e Industries, both non-carrier hoidln,<5 companies, ,iierged 
on December 23, 1983. 

.Responsive applications were f i l e d by proteating r a i l r o a d s , 
3e!!Ki.Tg '/arioui trackage r i g n t s , purchase, and ratemaklng 
conilcicns. These r a i l c a r r i e r s are Denver 4 Rio Grande Western 
.Railroad Conpany (DRGW), Kansas City Southern Railroad Company 
'KCS), Mlssourl-Kansas-Texa.ri Railroad Company (MKT), 
Texas-flexlcan Railroad Company (TM), and Union Pacif'c Railroad 
I'ompany-Missou.-i p a c i f i c r a i l r o a d Company (UP/MP). The •'-.ired 
Itates Department j f Justice opposed the merger, while t i e "nlted 
.'itates Department of Transportation supported i t . Other i t a i e 
and Fer'eral agencies, labor organizations, shippers, and other 
railroads p a r t i c i p a t a d in the proceedings. 

2/ A l i s t of abbreviations frequently used in t h i s decision may 
Fe found in Appendix A. 

V See Financj Docket :;o. 3J400, Decision to. 2. Sanra Fe 
Jouthern Pacific Corporation - Control - Southe"n Pacific 
Transportation (Tompany fnot p r i n t e d ) , served December 23, 1983 
"̂ 'the '•voting t r u s t l e c i s i o n " ) . 
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In considering a merger a p p l i c a t i o n , we are required to 
weigh the public benefits of the proposed transaction against 
iny harmful e f f e c t s . The proposed merger is bolng denied 
lec.ause, as ,;resently structured, the transaction's 
•ntIcompetitlve effects outweigh i t s potential public benefits. 
'oreo''er, i t has not been shown that the corrective conditions 
-oufent by otner railroads would be e f f e c t i v e 'n m i t i g a t i n g the 
•thticompe111ive consequences of the merger. 

The merger has the pot e n t i a l to produce substantial public 
-;eneflts through reduced tranaportatlon costs for applicants and 
Improved service for shippers. These could be achieved through 
•onsolidat.on of f a c i l i t i e s at common points ( p a r t i c u l a r l y at 
.'est Oakland, CA, Loa Angeles, Phoenix, Dallas, Kansas City, and 
Jtner points In C a l i f o r n i a and Texas); more e f f i c i e n t use of 
•tquiprent, r e s u l t i n g i n fuel and maintenance savings; 
• ona.-j 1 Idat ion of the c a r r i e r s ' t r a f f i c and sales persomel, 
engineering -ind .Techanical operations, and other operating 
"unctions; and incre e f f i c i e n t service through t r a f f i c rerouting 
• I t h l n the merged syste:i, added run-through t r a i n s , .-irr. Improved 
mlockin,',. The c a r r i e r s ' proposed operating pla,-; sj.'-cl.'ie.? Jther 
i:.iprc'.ements as well. 

Ucwver, the harmful effects of the transaction • ' o j l i be 
^reato,-. The merger would create a strong pot e n t i a l ;''ir 

^substantial p r o f i t s over and above any coat savings ;;y greatly 
reduclnp: or e l i n l n a t i n g competition, p a r t i c u l a r l y on the West 
CcviSt i-.rid tne Central and Southern Corridors. S p e c i f i c a l l y , the 
•lergrfd car-iers' market share of Pacific Coast r a i l t r a f f i c would 
?xceec 9'0 percent. Over the Southern Corridor, from ^louthern 
' i l l / o r n i a 'hrough the Southwest to Texas and the Gulf, tne 
i.'rrged carriers would have nearly an absolute monopoly Dver r a i l 
•'.ransportatlon. And for a l l r a i l t r a f f i c o r i g i n a t i n g or 
terminati.ng in the San Pranciaco 3ay Area, to or from any point, 
the merged company would nnld more than an 8? percent market 
."hare. Moreover, although not essential to our decision, wf note 
'.nat lur conclusion that the merger would have serious 
i n t l c o m t e t i t i v e effects is consistent with documentary evidence 
ibtalned from 3FS? indicating that an express purpose of the 
.e"//?" was to achle'.-e monopoly power, 

• fact that the proposed merger would have anticompetitive 
ia, in i t s e l f , not a barrier to approval of the 

t r ̂  .',.ia: t Ion, provided that corrective conf'.itiona can be imposed 
to mitigate potential harms. However, : conditions proposed by 
the parties were not shown to be e f f e c t i . e remudles In t h l ^ 
':a3e. The a o l i r •'t,itlori a^ eement entered into by SFSP and 
Burlington .Northe'̂ n f a l l e n to include a s f t ;t»n . i a i amount of 
monopolized t r a f f i c and Tld rot provide for 3er""ce competition. 
• I m l l a r ) " CFSP's rr" ..e r i i 3 t ' " s i , i t pro^r.-'al would apply 'o less 

•-.-.n 2 percent of the- iT.'-~3,r'r< •••.rrl.'rs t r a f f i c ana eve: that 
•;r<i.'"fic would be unprotected af t t • i .'T years. 'Th^ Independent 
,-;ite-3klng authority prop- c ly ',he K:'r.,a3 City Southern f .uLd 
leave the Southern Corrioor wr,.)lj,j without service competi'ion. 
•'Inally, the extensive trackagj ri^^hts proposed by tne Union 
"^acific to allow I t to operate over the .Southern Corridor and 
Into C a l i f o r n i a , and the trackage rights proposed by the Rio 
'Jrande to allow i t to operate over the Central Corridor and i n t o 
C alifornia would apparently a l l e v i a t e some of the anticompetitive 
effects of the merger In tnose areas, but could create others, 
loreov-ir, such major r a i l restructuring could have s i g n i f i c a n t 
unforeseen consequences. The Commission w i l l not use i t s 
conditioning power tc s u b s t a n l i i l ly restructure a tranaact.:on 
•;ey:>nd the scope proposed. 
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KotwiC-.standlng the anticompetitive effecta of the proposed 
merger, SFS? argued that the Commission should approve the 
transaction,, without corrective conditions, because of SPT|i 
all<»gedly deteriorating f i n a n c i a l condition. However, SPT's 
fi n a n c i a l condition was not shown to be s i g n i f i c a n t l y d i f f e r e n t 
from that of December 1Q83, when SPSP characterized tne conpany 
as a f i n a n c i a l l y viable and vigorous competitor. The 3F5P w«3 
simply unable to shew that the SPT's f i n a n c i a l conditl'-r. should 
oe an overriding factor In our consideration of the public 
I n t e r e s t . 

Weighing tnose considerations, the merger, as now 
structured, is denied and SPSP must divest either SPT or ATSP. 
J n t i l -divestiture is accomplished, the Commission Wi.ll r e t a i n 
' u r l s d l c t l o n over a l l Involved entities'. SPSP s h a l l provide such 
•Inancial assistance as may be necessary to maintain SPT a 
.'inancial and competitive v i a b i l i t y . Reporting requirements are , 
lur.osea on '.he applicants to ensure orderly diveature. A p.an of |,, 
i l / e s t l t u r e shall be f i l e d with the Commission within 90 daya oi 
ci'lo decision. 

INTRODUCTION 

on November 22, 1983. Santa Fe Southern Pacific Corporation, 
the Atchison, Topeka and ^anta Fe Railway :̂°"?P»"y • 
Southern Pacific Transportation Company Joi",*^^ ^ / =^ 
inte n t to f l l ^ an application u.ider 49 U.S.C. U343 i t 
seeK.Ag authorization of SPSP's acquisition of c o n t r ^ ^ P T and 
?he Merger of ATSP and SPT. On December 14, 1983, we issued a 
ceLe and desist order preventing the i""" 
and SPC t .e respective holding oompanies of ATSF and SPT, u n t i l 
we had ;n opportunity to evaluate whether the P':°P°«f̂ ^̂ ° P ^ f ^ 
^pr-, stock in SPT in an ir-evocable Independent voting t r u s t 
^ould InauLte SPT from control oy SPC, SFI, and .SPSP during the 
pendency of tnis proceeding. 

Despite our deep reservations abo^t the wisdom of placing 
SPT in a voting t r u s t , we determined tk at the ^ ' f i " * ^̂ "''̂  • 
3ub'ect ĉ acceptance of specific conditlona and subject to 
i - , ? n e further conditions, was compatible with our regulations 
^ r ^ o u ; oversight r e s i o n a l b h l t l e a . Accordingly, on Decembe'' 23. 
•983? on?y hours af t e r we issued our ^ ^ ^ - l ' ^ ^ " ^ i " ^ " ^ "a^e 
ind desist order, the '/otlng trust WHS established, and tha 
noldlng companies were merged. 

s^s^ ^:;:w":o^tro?^;f ̂ yip" ^^"^^^^^ 
the'm2r;.ef of'sP- and ATsi FelltloAs for exemption were also 

erffr%PSF^Rairway to control the Sunset Railway on,.any and 
the Central C a l i f o r n i a Tractaon Company under 4, u.S.C 11343. 
.„d for exemption from p r i o r ^ ^ ^ l ^ J ^ ^ i ^ - ,U'?°ii„g 

r ^ 2 " ; i n t Cie of certain terminal f a c i l i t i e s O'.-neci b> jP, and 
n L ; i q U 3 % U34. for authority of SPSF Railway to assume 
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of f i l i n g waa published In the Federal Reg'ster on A p r i l 20, 
1984, 49 Fed. Reg. 16881 (WSujTv 

MATURE AND SCOPE OF THE PRIMARY APPLICATIONS 

As a re s u l t oi "he combination of SFI and SPC, t.he ccmnon 
stcck of t.^ose oorporatlorsa "AJ converted Into snares of common 
stocK m SPSP. I f thr appiIcatlon i.-. ''inance DocKet No. 30400 
were approved, the voting t r u a t wouid be diao>-l'.'ad v.(* SPT ard 
."TSP would be .nerged into SPSP Railway, which would be a wholly 
owned subsidiary of SPSP. Immediately p r i o r to consummation of 
the merger, SSW would be merged in t o SPT. 

The shares of both preferred and common stock of SSW issued 
and outstanding on the e f f e c t i v e date of the agreement would be 
canceled and any shares held by a stockholder other than SPT 
would be converted Into a r i g h t to receive cash. Each share of 
Series A and Series ^ Preference shares, held by the United 
States pursuant to «5 ..S.C. 8Sb{d), xoald be converted l.-itc a 
Series A or Series 3 Preference Share of SPT, and then would b« 
converted into issued and outstanding redeemable Preference 
Shares of SPSF Railway. Under the inetger agreement, a l l property 
of SPT and ATSF would be vested In SPSP Railway, which wouid 
assume i l l l i a b i l i t i e s and obligations of SPT and ATSP. 
;'-lo r i z e d c a p i t a l stock of SPSP Railway would be owned s o l e l j by 

Al l Issued anJ o rstandl.-ig cotunon jtock of SPT and ATSF 
canceled, and "̂o other sec u r i t i e s would be Issued. 

. • i s a wholly-owned subsidiary of .'"PSP. Prior to the 
merge,' ^ f SPC and SPI, SFI was a noncarrler holding company with 
subsidiaries engage.; in r a i l , truck, and pipeline operations, 
,-'.atural resources development, real estate development and 
construction, forest p r o j e c t s , manufacturing, and r e t a i l i n g . 
I t s gross revenues and sales f o r 1982, i t s last f u l l year o f " 
independent operations, were 13,159.6 m i l l i o n . ATSF Is I t s r a i l 
subsidiary. 

ATSP operates over 12,319 miles of ra i l r o a d In Arizona, 
C a l i f o r n i a , Colorado, I l l i n o i s , Indiana, Icwa, Kansas, Louisiana, 
Missouri, NebrasKa, Now Mexico, Cklaho'na, and Texas. I t s 
.-rinclpal routes are as fol l o w s : 

Scuthern transcontlnentwi route: between 
Chicago and Illinois/Kansas City gateways 
on the east and northern and southern 
C a l i f o r n i a on the west. 

.Northern transcontinental route: between the 
same areas as the Southern route; 
branches from the Southern route near 
Cmtoria, .KS, and rejoins ! t near 
Albuquerque, NM. ATSF alao serves Denver 
and Pueblo, CO. 

' T appl i c a t i o n f o r SPSP to c-^nf-; t..re* motor c a r r i e r s 
cont; o i l e d '̂y SPT 'was also acce.-ted !n :><j. MC-f-JS628, Santa Fe 
.Tc-Jthern Pac.'fic Corporaticn - Ccntrol - Pacific •''tc- . r u c t i n g 
rompan ~ r a c i . - l c Motor TrarTport Company and Loull~ neT!er, 
Incorporated. Notice was i-ublished in the .^ederal Register on 
S p r i l 54. 1584, 49 Fed^ Ret;. 16880 (1984 ). 

5/ Other than ATSP, SFI's subsidiaries included Santa .'e Natural 
Resources, Inc., .̂F Mineral Corporation, Kirby Forest I n d u s t r l e a , 
Inc., Santa Fe Land Improvement Company, Rooert E. Mc.Kee, Inc., 
and'the Cla Company. During the pend-?ncy of these ^.roceedlnga, 
The Santa Fe T r a i l Transportation Company was sold to a 
non-carrier e n t i t y . 
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East-west route: between northern and 
southern California on the west and 
Houston and Texas gateways on the east; 
branches from the Soutnern route near 
Clovis, NM. 

North-south route; between Chicago and 
Illinois/Kansas City gateways on the 
north and Dallaa/Pt. Worth and Houaton on 
the south. 

Principal terminals for ATSP include those located at Los 
AngeU'S and Barstow, CA, Kansas City, and Chicago; the principal 
points of interchange for ATSF include Kanaas City, Chicago and 
Streator, IL, Pueb.o, CO, Ft. Worth and Dallas, TX, otockton, CA, 
and Avard, OK. 

Based on revenues, t.he principal commodltlea handled oy ATSP 
in recent jears have been merchandise, chemicals, fcod products, 
grain, ocal, ven.cles and ;>art3, srd petroleum products. A.SF is 
a leading r a i l carrier In '-aller-on-flatcar and 
contalner-on-flatcar KTO'^, C)F^'' ,.3>'vlces. 

SPC la alao a wholly-owned subsidiary of SPSP. Prior to i t s 
merger with SPI, SPC was a ...nc-rler holding coirpany with 
suDSldlarles engaged In r a l - . t r .< and plpellm operations, 
real estate ar.d natural resources ac t i v i t i e s , and var.gus^ 
Insurance, financial services, and leasing a c t i v i t i e s . _ / i-ts 
gross operating revenues for 1982, i t s last f u l l year of 
independent operations, '-ere J2.71C.7 million. Prior to the oFSP 
combination. SPT was Its major r a i l subsidiary. 

SPT. including SSW. operates over 13.270 miles of railroad 
in Arizona, Arkansas, California, I l l i n o i s , Kansas, Louisiana, 
Missouri, Nevada, New Mexico, Oklahoma, Oregon. Tennessee, .exas, 
and Utah. Its principal routes are as follows: 

West C ;ast route: oetween the Los Angeles 
Bas'n and Portland, OR. 

Sunset route: between the Los Aj'.geles 
Basin, on the west, and Houston and 
New Orleans on the east. 

Golden State route: between the Los 
Angeles Basin, on the west, and 
Kansas City and East St. Louis, IL, 
on the east, via Tucumcarl, '.M, 
branching off tne Sunae" rr^te at El 
Paso, TX. 

otton Belt route; bet'*een Gulf of Mexico 
points on tne south and Memphis, TN, 
and East St. Louis, on the north, via 
Pine Bluff, AP... with service between 
California ar.d the northern points 
conne.:tlng ac Flatonla, TX. 

Overli.-Q rou'.e: between northern 
California and Oregon and points to 
the east, via the Ogden, UT gateway. 

Principal terral:mls for SPT include those located at Eugene 
and Rcievl-le, OR, Loa Ange.es a.nd West Coiton, CA, Houston, TX. 

6/ rn-h^r than SPT. SPC's subsidiaries l.ncluded Southern Pacific 
I . ^ T L , South4-n Pacific Development Company, Brevo Oil 
Compani southern Pacific Land Company. Constellation Reinsurance 
Company', and Bankers Leasing. 
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lne B l u f f , AR, and Kansas City. SPT's princip a l points of 
ntercnange include Los Angeles, CA, Ogden, UT, New Orleans and 
hreveport, LA, Portland, OFi, Dallas/Ft. Worth and Caldwel". , TX 
'.nd Deming, fiV. 

Based on revenues, the p r i n c i p a l commodities handled by 
-n recent years have oeen processed food products, lumber 
roducts, chemicals, transportation equipment, farm products, 
aper products, ores, minerals, and fuels, and miaoellaneous 
',Hnufaotured items. 

SPT 

POSITIONS OF THE PARTIES 

As noted above, 'here ^-.ive been numerous active par* 
,n this case. While s')me cf t-e p^rticIpants opposed th^ 
consolidation, .most of rnt participants sought or recommeiuiea 
"hat condltlon^ i„-posed •)n the consolidation to address i t s 
idverse ccns>--4uences. 
ijmmarlzed below. 

The positions of the p r i n c i p a l parties are 

United Stat(?s Department of Justice 

DOJ opposes the merger because of I t s serious adverse effect 
•1 competition, and because aptllcants have not demonstrated that 
-".e oeneflts would outweigh :n-<: adverse effects. I t argues that 
;o adequate -emeUy to the adverse - ."fects is I d e n t l f labl», and 
-..cat the fi.'-.ancldl '.on Jl SFC Joes net j u s t i f y ap^-roval of 

merger. 

United Statea Department of Transpoi-tat ion 

While laenti.''ylng t r a f f i c that :n,-<y suffer a loss of 
';ompetltlon, DOT urges that the consolidation would bo In the 
.ubllc Interest a.nd recommends approval subject to conditions to 
\dd:'ass the anticompetitive effects. 

The Denver and Rio Grande Western Railroad Conpany 

DRGW operates over 1,800 mil?s of track from Denver ind 
-ueblo, CO, to Salt Lake City and '^gden, UT, and has trackage 
-Ights between Pueblo and Kansas Clry, MO. DRGW asserts that tne 
-.erger would destroy competition pro'ided by i t s J o i n t - l i n e 
-.;rvice with SPT and asks that the consolidation be denied unless 
CRGW Is iirantsd conditions that wou'.d en .ble i t to continue 
providing competitive service through the Central Corrldcr. DRGW 
ieeka a combination of purchas'> and trackage rights over SPT 
'.ines from Ogden, UT to the San Francisco Bay area and Portland, 
:R. 

K.iPsas City Southern Railway Company 

KCS (and I t s wholly-owned subslclary Louisiana and ArKansas 
,-\allway Company) operates over 1,600 miles of ra i l r o a d over a 
north-south route between Kansas City, MO, and tne Gulf p e t s of 
:iew Orleans, lA, and Beaumont/Port Arthur, TX, and an east-west 
route between New Orleans and Dall.is, TX, via Baton Rouge .in 1 
Chreveport, LA. KCS seeks denial of tne merger because 
anticompetitive consequences. I f the merger is author!,:e 
seeks Independent rs^te-maklng authority ever ATSF and • 
oetween California and the Houston/Galveston, TX area, re . i 
Trackage r i g h t s , and trackage rights between Ft. Worth and 
I r e e n v l l l e , TX. 

Missouri-Kansas-Texas Railroad Company 

MKT (and I t s wholly-owned sub.sillary the Oklahoma, Kansas 
atid Texas Railroad Company) operates over 3,100 miles cf r a i l r o a d 
between Council S l u f f s , IA, Omaha, NE, St. Louis, M). and Kansas 
City MO,'KS, and Dallas, Fort Worth, San •„-tor,lo, Houston and 
Galveston, TX. MKT seeks denial of the merger unless I t s 
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trackage rights and related requests are granted to address the 
loss of r a i l competition in i t s region. MKT seeks trackage 
rights over SPT between San Antonio and Corpus Christi, TX or. In 
t.he alternative, between San Antonio and Eagle Pass, TX. MKT 
ai3o seeks trackage rights over SSW lines between Topeka and 
Liberal, KS; over SPT between Houston and Texas City, TX, and 
between Houston and Beaumont, TX; and over ATS? between Dallas 
and Ward Spur, TX. 

Texas Mexican Hallway Company 

TM is a Clasa I I railroad, operating primarily between 
Laredo and Corpua Christi, TX. TM seeks trac'cage rights over SPT 
between San Antonio and Corpus Christi, TX, to preserve 
competitive r a i l service over U.S.-Mexico borde- crossing points. 

Union Pacific Ra11road Ccmpany ard 
Missouri Pacifl" "Sa:lrcad i^impany" 

UP/MP operate over 22,000 mllea of railroad in Arkansas, 
California. Colorado. Idaho, I l l i n o i s , Iowa, Kansas, Missouri, 
Montana, Mississippi, Nebraska, Nevada, New Mexico. Oklahoma, 
Oregon. T<--.nessee, Texas, 'Washington, and "'yomlng. UP.'MP set 
forth in detail the loss 3f competitive - i l l .options in .New 
Mexico, Arizona, and California that would result from a grant of 
the merger, and seek trackage rights over SFT between El Faso, 
TX, and Coiton, CA, and over SPT and ATSP lines betwe-fn Coiton 
and the San Francisco Bay area to address the antlcompttltlva 
effects. 

States 

A number of States^/ participated In this proceeding. Some 
fi l e d comments, and some f i l e d verified statements whose sponaora 
were subject to cross-examination and/or f i l e d briefs. The 
positions of the States that sponsored verified statements and/or 
f i l e d briefs are set out here. 

The Attorney General of California, the California 
Department of Transportation (CALT), ana the Public U t i l i t i e s 
Comnlaslon (CPUC) participated indivloually in the proceeding. 
Both CALT and CPUC recommend approval of the merger but also 
recommend conditions to address certain adverse competitive 
effects. The Attorney General urges denial of the application 
unless conditions are Imposed to mitigate adverse effects on 
oomtetitlon. The three entitles recommend similar conditions; 

'/ Many States did not make appearances aa formal partlea but 
Tiled comments. The following States or State entities fi l e d 
comments in support of the consolidation: Arizona Legislature; 
Arkansas Transportation Commission i State Highway i 
Transportation Department; Governor of I l l i n o i s and I l l i n o i s 
Tepartment of Transportation; Governor of Indiana; Indiana 
Det-artment of T-ansportatlon; Governor of Missouri; Lt. Governor 
of Nevada. 

The Governor of Arizona f i l e d a comment in opposition to the 
consolidation. 

The following States, or State entities, f i l e d comments in 
support of one or .more protestant railroad's proposed conditions: 
Colorado Public U t i l i t i e s Commission; Louisiana Public Service 
Commission; Louisiana State Planning Office, Department of 
Commerce, and Department of Agriculture; Nevada Department of 
Transportation; New Mexico Corporation Commission; Oklahoma 
Department of Transportation and Corporation Commission; Attorney 
General of Texas; and Washington U t l l l t l j s and Transportation 
Commission. 
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(1) DRCW's purchase and/or trackage rights request, with an 
expansion of trackage r i g h t s from Fresno co Bakersfield over SPT 
a/id ATSF; ind (2) UP/f'P's trackage rights request between El Paso 
and Coiton, and from Coiton to Lathrop, CA. CALT also 
rtCk.ii.mended conditions r e l a t i n g to r a i l passenger service, as did 
the National Rail Passenger Corporation (AMTRAK^. 

The Colorado De^-artment of Highways opposes the nerger 
because of i t s adverse effects on che a b i l i t y of the DROW to 
continue as a competitor for transcontinental r a i l t r a f f i c . I t 
expressses concern over tne p o t e n t i a l Inpact on i t s highway 
system i f DRGW service levels f a l l and cause rall-to-motor 
c a r r i e r diversions. Therefore, Colorado supports DRGW's purchase 
and trackage r i g h t s conditions. 

The State of Kansas supports the merger, because I t would 
res u l t in the continuing survival of tne SPT and ATSF r a i l 
systems. Kansas asks the Commission to r e t a i n J u r i s d i c t i o n to 
lat e r evaluate tne need for conditions. 

The Oregon i\iD-lc U t i l i t y Coraml3Sioner and Department o' 
an3;)«r-atlo.i support the merger as necessary to ensure 

c . ' f t l r ...... r a i l service to i t s shippers, and support DRGW's 
re i' cC for purchase and trackage rights over SPT iinet, .'o -nat 
ORCi* -ay continue to provide t-anacontinei t a l ervlce. 

The Utah Public Service Commissi jr. opco'es the merger 
because of i t s adverse e f f e c t on DRGW'c a b i l i t y to continue as a 
transcontinental r a i l competitor. Conseque.-.tly, Utah supports 
CROW'S aa.e and trackage r i g h t s requests. 

Local Governmental Agencies 

The Port of San Francisco opposes the merger absent 
conditions proposed by DRCW as amended to provide service into 
the Port to maintain competitive r a i l service into the Bay Area 
and over the Central Corridor. 

A numcer of local agencies oppose consolidation unless 
conditions are Imposed to address problems of t r a f f i c density and 
routing t.hat they argue would adversely affect t h e i r i n t e r e s t s . 
They are: The Southern C a l i f o r n i a Association of Governments, 
Kern County Board of Supervisors, Kings County Regional Planning 
Agency, Orange County (TX) Navigation and Port D i s t r i c t , Port of 
Stockton, the Cities of Carson, Clareraont, Compton. San Jose, 
Martinez, flerced, Modesto, Montclalr, Pomona, Rancho Cucamonga, 
Tracy, Antioch, Brentwood, Pinole, Upland, and V l s a l l a , CA, East 
Bay Regional Park D i s t r i c t , Contra Costa County, Fresno County, 
'lerced County, snd Tuiare County, CA, and the Cities of 
••lidlothlan and San Antonio, TX. 

Labor 

Various labor organizations^,/ f i l e d comments in opposition 
to the merger, arguing that tne transactions would be harmfil to 
rhe employees' i n t e r e s t s . They sought conditions with greater 
'o-oensation for adversely affected employees than those 
previously Imposed in merger proceedings. The International 
Brotherhood of Teamsters seeKS protection '"^r motor c a r r i e r 
employees of applicants. 

3/ Railway Labor Executives' Association, Brotherhood of 
Locomotive Engineers, Assoclatlcn of Railway Technical Employees, 
and United Transportation Union. 
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THE PUBLIC INTEREST STANDARD 

Statutory Polleiea. Under the basic standard of 49 U.S.C. 
11344(c), "the Commission is required to approve and authorize a 
transaction under t h i s section when i t finds the transaction is 
consistent with the public interest."'.' In determining what i s 
consistent with the public i n t e r e a t . U.S.C. 113*»4(b)(l) 
requlrea consideration of at least the following: 

(A) the e f f e c t of tne .̂.-oposed transaction on the adequacy 
of transportation to t.he public; 

(3) the e f f e c t on the public Interest of incl u d i n g , or 
f a l l i n g to include, other r a i l c a r r i e r s in the area 
Involved in the propoaed tranaactlon; 

(C) the t o t a l f i x e d charges that reault from the proposed 
transaction; 

(0) the Interest of c a r r i e r employees affected by the 
proposed transaction; and 

(E) whether the proposed transaction would have an adverae 
effect ,'n competiti^^n among r a i l c a rriers In the 
affected region. 

The f i f t h f a c t o r , dealing with competitive effects on other 
r a i l r o a d s , was aCded by section 228(a)(2) of the Scaggers Rail 
Act of 1980, Pub. L. No. 96-448 'Staggers Act). This a d d i t i o n a l 
factor i s , in ef.'ect, a c o d i f i c a t i o n of the Commission's 
t r a d i t i o n a l approach to the evaluation cf r a i l consolidations. 
See Norfolk So'utiiern Corp.-Control-Norfclk 4 W. Ry. Co., 366 
I.C.^ 17l. 190 :i9b2) (Norfolk SoutHeirri'), where we abated: 

TTe Staggers Act was Intended to modernize 
"economic regulation of the r a i l r o a d Industry with a 
greater reliance on the marketplace." Staggers Act, 
section 2. . . . ZT]he primary theme of the 15 
elements ol the " a l l Transportatior Policy '.added by 
t.'-e Staggers Act) Is that we 'ensure the development 
and continuation of a sound r a J i '"rarsrortation 
system with e f f e c t i v e c o c p e t i t l o i . among r a i l c a r r i e r s 
and with other modes," 49 U.S.C. U)lC'av4j. Inaeed, 
the .Rail Transportation Policy erapf.aaizes the 
importance of the r e l a t i o n s h i p oetv.een ensuring 
adequacy .of t r a n s p o r t a t i o n and retention of 
competition. We are "to allow . . . competition and 
the demand for services to establish reasonable 
^ r a i l ] rates," section i O l O l a ( l ) ; "to fosttsr sound 
economic conditions . . . and to ensure e f f e c t i v e 
oompetitlon and coordination between r a i l c a r r i e r s 
and other modes," section 10101a(5i; "to minimize the 
need for Federal regulatory control over the r a i l 
transportation system" while maintaining "reasonable 
races where there la an aosence of e f f e c t i v e 
competition," section 10101a(2), ( t . ) ; and "to avoid 
undue concentrations of market power." section 
10101a(13). 

The 15 elements of the r a i l tranaportatlon policy set f o r t h 
at 49 U.S.C. IClOla, taken as a whole, emphasize reliance on 
competitive forces, not government regulation, to moderate 
r a i l r o a d actions and to promote e f f i c i e n c y . H. Rep. No. 96-1430. 
96th Cong., 2d Ses3. 88 (1980). 

9/ See Missouri-Kansas-Texas R.R. Co. v. United States. 632 P.2d 
•7q?7~?3'; fsth i i r . 1^86), cert, denied 447 U.S. 9793 ( I 9 8 I ) 
(Missouri-Kansas-Texas). 
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Antitrust Conalderjti .̂ na. The pollclea embodied In the 
an-tltruet lawa also prclde\,'ildance on public Interest 
conalderitlons In aargar proceedings.^'^/ The Supreme Court haa 
obsarved that tha antltruat lawa glve"^undeP3tandabl« content co 
tha broad statutory concept of the pobllc interest." PMC v. 
Aktlebolay-Jt Svenska Amarlka Llnien, 3'3Q O.S. 238. 244~968j . 

In .Icl.aan Trucking Co. v. UnltaJ States, 321 C.3. 67, 37 
( 1944) (Ticlean). the Supreme Court .not<;J~tije proper weight to ba 
accorJed' to antitrust policy in carriar conaolldatlon 
proceedings: 

In shurt, the Commission must eatlmata tne acope 
and aopralse the effects of the curt».i-.ent of 
conpa-ltlon which will reault from cue proposed 
oonavi .Idatlon and consider then along with the 
advac :ages of Improved service, safer operation, 
lower coats, etc . , to determine whether Che 
conso, Idatlon wil l eaalat In effectuating tha 
ovaraM tranaportatlon policy . . . . 

Accord. Bo>ttan Tranaportatlon v. Arkanaaa-Beat Freight, '•.'9 
O.S. I T T T T g e T T ^ S i ; ?ort of ?ortland~v. United Statea. 408 
0.3. 311, 841 (1972); Horthern Llnea Merger Caae, j9b u.3. 509, 
514 (1970); and Denver~T .1. 0. W. R. Co. v. United Statea. 387 
O.S. 485 (1967) [Senver 4 n.G.W.H.r 

Evan thougf wa muat consider competition In analysing a 
propoaed conaolilatlon, tha Comalsalon does not alt aa an 
antitrust court in detarml.ilng compliance with the Clayton. 
Sherman, or rela;ed antltruat acts. Northern Llnea Merger Caae. 
auprx at 514. :he Cotanlaslon'a statutory obligation undrr tna j 
public Interest itandard .-equlres that any anticompetitive | 
effecca of a coniiolldatlon ba balanced agalnat lea anticipated I 
banaflta. Tha Ctmmlaalon la empowered to disapprove 
oonaolldatlons wt ich weald not /lolate tha antltruat lawa and to i 
apppove consolld*tlona even If they otherwise would violate tha { 
anci'^ruat lawa. United Statea v. ICC, supra at note 11. I 

I 
Special Plncings. The Commission la also required by 49 ; 

a.S.C. ll3'<^(cV to maice special, narrowli focuaed public Intereat t 
findings 'whers applicable) on tha following aapecta of any major . 
r a i l consolldatioi: (1) a guaranty or aaaumptlon of the payment > 
of dividends or o:' fixed ct'.argos, or an increase of t o t a l fi.-ed f 
charges; (2) j o i n : rail-motor opera'.iona; and (3) I n c l u s i c of | 
pail carriers locitad in t.he area. ! 

,':nvironmenta, and Energ.? Factors. Environmental and energy 
factors also have a bearing cn the public intereat, Under the 
Natior,al invlronmental Policy Act of 1969 (NEPA),W the effecta 
01 thf -ransactior on the environment muat be oonalde);-ed, and, 
unde-. -he Energy rollcy and Conservation Act (SPACA) ,_̂ / the 
effects j f the traisactlon on energy resources must be 
considered. 

on ra 

Policy Statemtnt. On .»ebr\.ary 2, 1981, a policy statement 
r. consolldat .ona waa laauel in Railroad Couaolidation 

10/ Under 49 U.S.C. llS'iKaJ. tranaactiona approved by the 
Commiaalon are exe-pt from the antitrust lawa, and a l l other 
laws ai neoeaaary, to effectuate the tranaactiona. On:..ted 
States 7. ICC, 396 U.S. 491, 504 (.970). 

11/ 42 I.S.C. 4321; 49 CPR 1108. 

12/ 42 n.S.C. 6201; 49 CPR 1106. Er.srgi conservatior is also a 
Sictar for our cona deration under tha r a i l tranapcrcation 
policy. See 49 O.S.C. 10101a(15). 
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Procedures, 361 I.C.C. 784 (198I), to c l a r i f y how we Incorporate 
the numerous elements of the public i n t e r e s t In evaluating 
specific eonsolidatlor. propoaals. We perform a b.ilanclng test 
weighing "the potentia. benefits tc appiicanta and the public 
against the p o t e n t i a l harm to the public." 49 CFR llSO.Kc). 

Benefits are realized from operating e f f i c i e n c i e s and 
marketing opportunities that can make the consolidated c a r r i e r 
f i n a n c i a l l y stronger and, therefc-"*. a better competitor thac can 
raore easily provide adequate service on itm'.nd. 49 CPR 
1 IdO. 1 ( c) (1} . Operating e f f i c i e n c i e s o'"ten r-isult from 
e^l.'nlnatlor of duplicative f a c i l i t i e s and the use of more d i r e c t 
routines. 

Potential narm from a propo^^ed -lonsolldation may be realized 
fron a reduction m either intr.H- or intermodai competition and 
from any harm to a carrier's a b ' l l t y to provide eaaentlal 
services. This may occur i f t.oe t r a f f i c s h i f t s between competing 
c a r r i e r s are so substahtlal that thf a o i l l t y to provide essential 
services would be greatly diminished. CFR 1180.1(c)(2). 

The Commission's Policy Statef^ent "ecognlEes that the 
consoiidacion of two carriers serving ,..ne same market woul.l 
r e s u l t In the elimination of corrpetition between the two, which 
rT.--i oe contrary to the public intere3t. The Commission also 
recognizes that. In evaluating the effect on long-haul movements 

oulk commodities, the focus may De on retaining e f f e c t i v e 
Intramodal competition. 49 cPR 1180.L(cM2^(1). 

The 
Ions, but 

Ctandards Applicable to Responalve Applications. 
responsive applications are not independent appllcatlc 
rather require the exercise of our conditioning power under 49 
U.S.C. 11344(c) aa a part of any approv.il of the primary 
transaction. 

ADEQUACY OF TRANSPORTATION 

Public Benefits. In our oeterminatlon whether a 
consolidation'is'conslsttnt with che public I n t e r e s t , we examins 
i t s " f f e c t on adequacy of transportation to tne public. We must 
f i r s t examine the public Benefits that w i l l result from the 
consolidation. 

Benefits such aa Increased revenues to the merging e n t i t l e s 
lo not necessarily r e f l e c t benefits to the public, so we must 
di s t i n g u i s h purely privj.te benefits from tnose that w i l l aiao 
benefit the public. Revenue transfers from one car r i e r to 
another that do not affect transportation e f f i c i e n c y or the 
s o ' l i t y of a ca r r i e r to provide eaaen'-lal servlcea are considered 
neutral aa to the public. Reverue tiansfers that reault in 
reduced competition, the exaction of monopoly p r o f i t s , and the 
reduction of e f f i c i e n t transportation services r e f l e c t private 
benefits harmful to t h i public. Revenue transfers resulting from 
more e f f i c i e n t service may r e f l e c t public benefits. 

l y 
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In merger proceed inj,s, .roat revenue transfers resu't from 
the diversion of t r a f f i c to the merged c a r r i e r from other r a i l 
c a r r i e r s . Intramodal diversion, i n t r l n a i c a l l y neither a public 
benefit nor a harm, may r e f l e c t improved service or may reault 
from the exercise of market powe-. Thla may reault in reduced 
competition, the a b i l i t y to achieve monopoly p r o f i t s , 
i n e f f i c i e n c y , and harm to essential services. Intermodal 
diversion may r e f l e c t the benefit to the public of a competitive, 
f u e l - e f f i c i e n t a l t e r n a t i v e for shippers who formerly r e l i e d only 
on motor c a r r i e r transportation. 

Cost reductions and service improvements c.̂ at result from 
operating e f f i c i e n c i e s are both public and p r l v a t " bene''lta. To 
the extent that cost reductions are passed on to jr i p p e r s through 
reduced rates or d e f e r r a l of rate Increases, they bcu-'flc the 
public direcL^y, and r e f l e c t the amount of resources freed for 
.ither productive uae.'s. CSX, 36 3 I.C.C. at b56. 

In ;hls pro. f^eJina;, applicants -iatlmate c.;n3olIdstion w i l l 
-esult in ^188.2 t n i l l l o n in quantifiable .irvai, net benefica from 
opereting and admlniatrati.'e efficlenc:e.-i .v. & normal /ear after 
.jffe'ituating ccnaollaatlon. Appiicanta es !r"-ite annua! net gains 
f im u l v e r t e i r a i l t r a f f i c to be $65-9 m i l l i o n . ar:i annual net 
j;,ilrs "rem alvj:'ted motor c a r r i e r t r a f f i c to be •"•7.5 m i l ' i o n . We 
eas.;riti i l l y prcept -ipplicanta' operating and admii-,l3trat. .'e 
savings estimates. s,nd discuss them in more dota;" in Appendl.: 
C. Our diacusaion of applicants' estimates of diverted t r a f f i c 
appears In Appendix E. 

Appiicarito' operating plan was developer" witn the followi.og 
policy objectlvea: '1) to establish routes that would maximlzi.-
service improve.-nents through the combined use of l i n e segments of 
ooth r a i l r o a J s ; (2' to permit, through consolidation of redundant 
f a c i l i t i e s , maximum Integration of r a i l operatlona at the lowest 
possible coat ( i n terms of capital project outlays); (3) to 
axlmize the use it' well-maintained, high capacity routes, ixnd 

i-'old Che need for e x t r n i i v e r e h a b i l i t a t i o n ; (4) to desie.n 
t r a f f i c flows that wou'S, to the extent -.cmpatitle with other 
)oJectlves, balance che Impact on labor force;; on r i r a l l e l l i n e s ; 
ihd (5) to i v o l d abandoning line se^nients where r a i l service Is 
• i r r e n t l y provided to shippers. 1'/ A descripcio.i of specific 
-perational changes, Incluning FRe anticipated public benefits 
-."r.Rt would re s u l t from inpiementation of the operating plan, is 
;ontained In Appendix C. 

-rraining where the public interest l i e s , the 
: o n n l . ; ^ ' i a t balance the Interest in i f i n a n c i a l l y strong 
•omp-iCitor against the e f f e c t of reduced competition and harm to 
-.sentlal .services. '*9 CFR 1130.1(c). A f i n a n c i a l l y sound 
rompetltor should be able to provide adequate service on demand 
y r e a l i z i n g operating e f f i c i e n c i e s and increased marketins 
pportunities. On the other nand, a lessening of oorapetiticn, 
a'rtlcularly when two c a r r i e r s serving the same market 
onsolidate, may be contrary to the public i n t e r e s t . 
i b s t a n t i a l lessening of competition nay result in che losa of 
ocentive for a merged c a r r i e r to provide the public with 
dequate md e f f i c i e n t service. 

3/ SFSP-1", VS of Lacy at 4. 
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THE f-'ERGER, AS PROPOSED, WCULD BE ANTICOMPETITIVE 

In t i l l s section, we summarize the conpetitlve analyses of 
certa i n ma^or parties to the case and discuss the applicants' 
approaci, p a r t i c u l a r l y as i t concerns market de f J n i t l o n . We 
conclud} that the relevant market Is r a i l f r e i g h t transportation 
over certain corridors in the Weatern United Statea. We further 
conclude that exempt r a i l transportation and r a i l t r a f f i c not 
w i t h i n tae .-ate review J u r l a d l c t l o n of the Commission must be 
considf'Sd in the d e f i n i t i o n of the '•elevant product market. 
F l r . a l l j . v.e f./id that the proposed consoll Jatlon would have very 
a t r l o u . ant'Cv.apetltlve e f f e c t s . 

T'le effect • f -. transaction on competition la a c r i t i c a l 
f a c t o r In our consideration of the public intereat. The 
Commission may disapprove a transaccion i f the harm to the puDlic 
from t.'-e loss cf competition outweighs the expected beneflta to 
the p..blic fror, consolidation. Often among those benefits are 
opera ing ar.d management e f f i c i e n c i e s . See, e.g., CSX, 363 
I.C.C. at '̂ 52. We have the d i f f i c u l t task of accommodating an 
I'.terest in efficiency i n the r a i l Industry, with the benefits 
that e f f i c i e n c y brings, and a concern for the adverae effects of 
ccno'ntratlon. As we noted l : i Norfolk Southern, 365 I.C.C au 
216. 

. . .[Sjtrong co.mpe''11ion promotes 
e f f i c i e n c y . The thrtad lunnlng through our 
c r i t e r i a go/ernln^ r£,ll consolidation 
p,''oceeding3 Is the goal of naxlmlzing 
efficiency In the a l l o c a t i o n of transportation 
resources. The spur of competition provides 
incentive for firms to minimize the cost 
Involvjd in providing a given level of 
service, to provide good service an.l 1 .wer 
prices to customers, and to seek out 
innovation in a l l aspects of t h e i r 
operations. We encourage competition, among 
railroads and between the various modes, i n 
order to raaxi.Tiize e f f i c i e n c y and consequently 
to obtain ti.e best combination of price and 
aervlce for the t r a m p o r t a t l o n consumer. 

In UP Control, we recognizei* that the extensive deregulation 
0." the r a i l industry brought about by the Staggers Act, other 
recent reform l e t ^ l s l a t l o n and numerous admlr.istr<i•" 1 ve actions 
undertaken by tnis Commisaion to reduce regulatlcr. require that 
the anticompetitive effecta of a conaolld'<11 on t-e examined even 
more carefully than in the past because " [ t ] h e a b i l i t y of the 
railro a d s to take various actions free of regulatory restrained 
w i l l make I t easier to exert or abuse market power gained as •> 
re s u l t of a consolidation." UP Control, 356 I.C.C. at 502. '«'e 
recognized In that decision, anc a f f i r m here, that our ,.rimary 
concern is with Implementing the Interst a t e Commerce Act. We are 
not an a n t i t r u s t t r i b u n a l , although the prlnciplea of "he 
i . . t ' t r u s t laws, p a r t i c u l a r l y section 7 of the Cl.iytoi. Act-^^/ and 

1"*/ 15 U.S.C. 13 (1981). Mergers subject to section 7 are 
prohibited i f t h e i r effect "may be substantially to lessen 
competition, or to tend to create a monopoly." ^-^'-tlon 11 of the 
Clayton Act, 15 O.S.C. 21 (1981), confers j u r i s d i c t i o n on uot'-̂ ^ 
the '"ommission and DO.' to enforce section 7 of the Act as to 
regulated c a r r i e r s . See Denver 4 R. 0. W. R., 387 U.S. 495 
(1967). 

- 16 -
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8 cclcns 1 and 2 of tne Sherman Act,^-/ provide us wit:; 
auic'-ince as we evaluate proposed i-ail"conaclldations. As we 
noteu e f - l l e r . the r a i l transportation policy of the Staggers Act 
favors increased reliance on competition ratae..- than regulation 
to ooristralri the actions of rai l r o a d s . I t Is in this environment 
that we uust evaluate the propoaal before us. 

Positions of the Parties 

A. The Primary Appiicanta 

Appiicanta SPT and ATSF argue that t h e i r proposed merjer 
would enhance competition in affected markets. In applicants' 
opinion, the appropriate product market is " f r e i g h t 
t r a n s p o r t a t i o r " , and the appropriate geographic raarkt consist 
of 19 "regions" of the United States comprised of one more 
"Business Lconomic Areas" tBEA's). The technical evidence 
applicants used to define and elaborate on these market 
d e f i n i t i o n s is defcribed in tae subsequent parts of this 
discussion. 

The applican-s argu. at i t ia essential that markets not 
b» defined too narrowly bee. ae many sources of competition 
Influence markets. Thus, applicants contend that the record 
establishes tnat nearly a l l of t h e i r t r a f f i c is subject to 
competition ."rem other railroads and jther tranaport modes. 
Corollaries co this p r i n c i p a l argunient are applicants' 
contentlona that '1) a s i g n i f i c a n t volume of th e i r t r a f t i c naa 
been excepted frcm regulation beciiuse of pervasive competition, 
and (2) motor and water c a r r i e r service Is readily substitutabie 
for r a i l sorvlce in applicants' markets. 

In terras of geographic markets, appllcarts acknowledge that 
'.r.ey presently comi.ete in a number of areas: (1) from Southern 
Calirornia through the Southern Corridor io Dallas/Pt. Worth and 
the Gulf Coast, (2) between the San Francisco Bay Area ac.d the 
Los Angles Basin, and (3) between Cal l t o r n l a on the om hand, and 
Kansas City, Chicago, and points beyond on the ctn-- hand. SPT 
and ATSF claim that even in these markets, where t h e i r proposf1 
would result in a horizontal merger of competitors, the evidence 
shows that the articorapetltive uoi!" ? iu<-cea would be limi t e d to a 
/ery small percentage of the t r a f f i c 'handled by ther. 

In the -lo'ithern Corridor, applicants ate that 
approximately 73 ; ercent of tne ''units'' oi x.;ielr t r a f f i c conaiatd 
of ocean container and domeatic TOFC/CC-'C t - u f f l c . The ocean 
t r a f f i c Involves .-oinllandbridge (MLB) ircvementr^ between a foreign 
t-ort and a United States port via an intermediate United States 
.wort. Applicants contend that this t r a f f i c is routed by ocean 
c a r r i e r s , with the rates being set by market forces. Applicants 
assert that the do."iestic TOFC/COFC t r a f f i c .moved through the 
Soijthern Corridor by SPT and ATSF is subj.ict to intense motor 

_15/ 15 U.C.C. 1. 2 (1981) Merbers subject to .section 1 are 
prohibited '.f they con.stltute a "contract, combination . . . or 
''cnspiracy la r e s t r a i n t of trade." Section 2 provides c r i i r i n a l 
r^nalti.es for persont, "who shall monopolize, or attempt to 
rao'.opollzo, Ol- combine or conspire to monopolize trade . . . 

IT '-
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c a r r i e r competition at rates whi-h ai-> hl^,oly co.tipetlcive with 
the lowest contract rates offe-.d .-̂v SPT ind ATSF. They claur. 
f-at motor carriers are operating in -ma.-alve numbers on 
lr-!terstate highways through the Soun,r,err Corridor p a r a l l e l to 
applicants' routes, wlta average hauls well in cxceos of 1,000 
miles f o r moat t r a f f i c . 

With re'jpect to other types of Southern Corr'dot- c r a f f i c , 
applicants argue that motor carriers pi-ovide an economically 
viable a l t e r n a t i v e to SPT -nd ATSF .-ieirvlce for chemical,- and 
cetroleum products, and tnat further geo^iraphio c.ompec.tiye 
•constraints are provided from alternate dcmestic -and fof-eltr. 
sources for these commodities. Applicants ^13° ^„ 
competing modes are available to the vast majority of shippers of 
paper and forest products, food p-oducts. lutomoDlles, and other 
commodities .noving In the Southern Corridor. 

In the San Francisco Bay-Los Angeles Basin markets, 
apnlioants state that ^0 percent of a l l .ihipmenta in both 
directions are presently handled by motor c a r r i e r s , and that 
motor carriers are by far t:ie "dominant mode" ^-';/^^«"|«"^^ 
Cal i f o r n i a ;-erl3hable8 to «.ll destinations regardless of length 
of haul. In t.-.e l a t t e r IrUaiice. appiicanta also argue that 
s'urce competition fro,,. Idaho, "--.a, and Florida ^^^^ 
rates a.,d service for tr.^ tra.-..portat< on of rroduce o r i g i n a t i n g 
in the San Joaquin V a : " i i . Thus, applicants conclude that .otor 
-arriers competing in the My i-e/.-Lo8 A.hgelea mark.-tsju-d for 
ihe San Joaquin perishables t - a f f i r would l i m i t the anticompet1-
tVve eff<«cts of tne merger onl'/ a small amount of t r a i r i - . 

Tn the Central Corridor, applicants claim that 
,'arrler would face vigorous competition from "other r a i l c a rriers 
'inrludlnn UP/MP and DRGW)" and ::!otor carriers for 
transconcfnental t r a f f i c . AppUcnta point out that Corrmlaslon 
d-clsions have recognized that the Cent,',.. Ccrr.dor 
o?- -"-n'- Ch»n tne Southern Corridor for transcontinental t r a f f i . 
to'a.hd'from Oregon and No'."chern California a''-,''̂ ''̂ ' 
.nlpmenta orlginati.ng or terminating in Central and 6outh^ 
C a l i f o r n i a . Further, applicants claim tnat .motor carriers handle 
"large volumes" of tran3C'..ntinentai t r a f f i c . Consequently. 

f^"! - t arffue .inv attempt by SPSP to exercise market power on 
r^'inlcon^Le'nf^-cra'ffic would Result In diversion of t r a f f i c to 
competing r a i l or motor c a r r l - r a . 

Srec< " i c a l l v applicant-. cor.tc:!d that 'ne merger would not 
cause ^^^v:;tlcti^'firo^?o3ure" of J o l r . routes -nd rates with DRGW 
via Ogden. Applicants assert that vROJ the same 
rompetltl'/e cosltion in the instant proceeoi-s ^^^,^1 

proceeding and In S t ^ ^ o u i s ^ - _ ^ r - ^ ^ 

Ii^i§wHo.ruron!'a^iii a ^ n^t; t h ^ . SPT-DRGW interchange, of 
t . l ' - f l c a' .gien have increaaed since 1982, and a "substantial 

I JJ< J - ' r \ f • r a f ' c orlalnate-j or termin.^tea on JRGW line s , 
p f ^ a t l v a^' . * h ^ 't«?rthut SPT carloads of forest products 
r i n ^ o M ^ l n i 1 ^ ' - i n c t o n , Oregon and Northern California have 
d ^ ^ r o ^ U f Sy ov'.- -̂:- percent inShe past decade while truck 
shares have > "e t!.'.:i doubled. 

li c a n t s al>o den^ 
pl-ioe 
Appllc 
e f f i c l 
nat lire 
Eastern 
t r a f f i c 
applic , 
the e*! 
to the 
• r the 

t v e r t i c a l foreclosure woulu take 
n l o l n t rot-. 3 t o ' a - alleged by Katy and Tex-Mex. 
r- ^ state ti:«.t they w i l l continue to par t i c i p a t e in 

loin t -llne rout's -.jcause of the highly competitive 
of the t r a f f i c . p : l n o i i a l l y grain shipments to Central and 
Mexico. Noting t h . - ..'/MP handles 47 percent of auch 
'and tna-- SPT and ATS! co.nblned handle 26 percent, 
-a c l a i n that these r e l a t i v e percentages do not reveal 

=i-fnce of wa--r c i r r i e r competition. However, according 
• Dl-'-anta wa'er carriers in fact moved over 60 percent 
X^ain'transporttd to Eastern and Central Mexico in 19J4, 
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and t-(j water c a r r i e r s are "acknowledged" to be the price leaders 
In t U s transportation market. Applicants clai.-a that Laredo Is 
thif predominant r a i l gateway for the t r a f f i c , and only UP/MP 
serves Laredo w..th s i n g l e - l i n e service. (Applicants must 
I n t e r l i n e with Tex-Mex to provide inrough service via Laredo.) 

In summary. I t Is appl:. .• ,c.1 • po s i t i o n that (1) the v e r t i c a l 
aspects of the >,roposed merger oresent -•• competitive problems 
and Indeed w i l l enhance competl'icn; (2, -he ho r i z o n t a l aspects 
of the proposal "may have a n f .i.peritive e f f e c t s in c e r t a i n 
circumstances," but the "leduc.on by one In the number cf 
competitors in a market docs ro, neuess-'rll., harm competition or 
the public I n t e r e s t " ; (3) o v e r a l l , the .-itermodai. product and 
source competition in broadly defl,''ed markets w i l l .nltigate mo3t 
of the anticompetitive conc erns or .he ."roposed trans • - t i o n ; and 
(4) the t-roposed agreemert litweei. B'- and applicants 'vdlsouased 
elaewhere in t h i s decision,, together with applicants' pledge to 
maintain e f f i c i e n t J o i n t - l i n e 5 .vico, are s u f f i c i e n t to 
ameliorate the r e l a t i v e l y few anticompetitive e f f e c t s of the 
proposed transaction. 

B. Denver ard Rio Grande Western Railroad 

Pic Grande contends that the proposed merger would have 
harmful e f f j c t s on competition within the Central Corridor, and 
on the competitive relationships oetween r a i l t r a n s p o r t a t i o n In 
the Central Corridor and the Sout.hern Corridor. Rio Grande 
arguer he-e that t.he Central Corrldcr competition ^ireserved by 
granting i t trackage r i g h t s in 'JP Control would be ^^destrcyed i f 
the Instant proposal is approved without imposition of the 
ad d i t i o n a l conditions sought here by DRGW. 

Rio Grande asserts that the Commission defined the 
appropriate product market as r a i l transportation i n UP Control 
and found tnat motor c a r r i e r transportation should not be 
considered as part of the proiluct market. •'•°/ Further. Rio 
.-.-ande asserts that the Commission correcCTy recognlred that the 
Central C:,"ldor oonstltuced a separate geographic market. 
Rio Grange points out that the Commission granted the DRGW 
request for iracKage r i g h t s between Pueblo and Kansas Cltv 
because the Rlc Grande would lose one of i t s two " f r i e n d l y " 
connections to che West Coast (Western Pacific) and therefore 
would have to rely solely on i t s SPT connection at Ogden together 
with new connections i t .Kansas City to compete e f f e c t i v e l y with 
the .lewly-fonred UP/MP/WP system through the Central Corridor. 
F i n a l l y , r i o Orarde notes that the Commission denied i t s request 
f o r Indepencert ratemaklng authority on t r a f f i c moving over the 
Utah ^atewa; ,1 to ,^rnvlde an incentive for SPT and DRGW to 
cooperate in the :outlng of t r a f f i c over the Ogi?n gateway.^",' 
These findings, notec Rio Grande, were affirmed or appeal '•97~and 
on remand to the Comnisslon. ̂ '̂ / 

^ / 366 I.C.C. at 5O0 

_^/ I d . at 504. 

18/ I d . at 579. See also Jnion Pac. Corp. — Control — Missouri 
•Pac ."?orp. , P.D. No. 30,007 ''not p r i n t e d ) , served A p r i l U. 1555, 
s l i p op. ' t 3-

19/ Southern Pac. Transp. Co. v. ICC, 736 ?.2d "̂ 0?. 718 (D.C. 
CTr. 19t!4), c e r t , denied sub nom. i l^ansis City S. Fy. v. United 
States, 105 ^. Ct. 1171 ;;9d5). ' 

20/ Union Pac. Corp 
7̂ 5, 000 (not printed 

. — Control -- Missouri Pac. Corp.. P.D. 
"̂"1 served A p r i l 15, l9o5. 
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Rio Grande argues that the findings and conditl- i l.Tî .-sed 
In UP Control would be undone i f t h i s merger were approved 
without Rio Grande's proposed conditions. Rio Grande asserts 
that an unconditioned merger of SPT and ATSF would allow the 
erged c a r r i e r to route former Central Corridor t r a f f i c over the 

Southern Corridor, leaving union Pacific in a monopoly position 
In the Central Corridor and creating a monopoly c a r r i e r (SPSF) in 
the Southern Corridor. This sltuatlor, r e f l e c t s what DRCW terms a 
"basic fact of l i f e In .-al 1 reading," namely that "when a r a i l r o a d 
systeip had a si n g l e - l i n e route that can compete with a j o l n t - l l n e 
route. I t Is in the self Interest of the s l n g l e - l l n - c a r r i e r to 
narket i t s services over I t s s l n g i e - l l n e route." DROW Opening 
Brief at 3. Rio Orande argues that the end result of tne 
creation of Central and Southern Corridor monopolies would be 
higher ral". rates and diminished service. Without freedom of 
entry to provide competitive d i s c i p l i n e , Rio Orande maintains the 
creation of Central and Southern Corridor monopolies would be 
exacerbated. 

Rio Grande also points to the fact that motor carriers can 
not e f f e c t i v e l y compete for lo.ng-haul r a i l movements of 
high-volume, bulk, heavy-loading, and/or contract-rate t r a f f i c . 
I t isaerts that r a i l movements In boxcar and TOFC service are 
oriented to the long-haul. Rio Grande states that (1) the 
shortest m;ie«ge blocks for "western transcontinental" t r a f f i c , 
e.g., Denvr to Oakland (1218 miles) are roughly equal tc the 
Tong»'-t i i f . in the eastern United States, e.g. , Chicago to Miami 
(i;27 .Tiles \ and (2' the average transcontinental haul Is over 
2,400 mile? -•' Th-s. Rio Grande claims that motor ca r r i e r s 
clay a much ciO-e ..Iralted role In the West than they do In the 
East. In addition, .-notor c a r r i e r competition, according to Rl. 
Grande, cannot constrain r a i l rates. Contrary to applicants' 
as.iJrtions, Rio Grande claims that r a i l rates could rise 25 
percent acrcts the board for transcontinental t r a f f i c , hut 
ex i s t i n g rotor c a r r i e r rates would s t i l l be higher for 85 percent 

Ir. .ju.T.mury, Rio Orande takes the position thac an 
unconditione, SPSF merger would result In (1) creation of ra,;,! 
nonc'jolles in both the Central and Southern Corrloora; (2) higher 
r a i l " rate,s and diminished levels of service becau,ie Intermcdal 
competition is I n s u f f i c i e n t to constrain a merged StSP; and (3^ 
elimination of the Rio Grande as an effe c t i v e competitor through 
the Central Corridor f o r No.-thern California and Oregon 

ctlnental t r a f f i c . 

C . ,-.dn3a3 City Southern Railway 

KCS argues that tne proposed merger '-ould t o t a l l y eliminate 
l;itramodal competition in the fastest growing region of the 
'jnitad States, and therefore the proposa.'. ia inconsistent with 
the primary policy of the Stagge.-s Act: the achleve.m'.rt of an 
e f f i c i e n t and v i a r l e r a i l system through reliance on competition. 

Intermodal :or.pettlon • .'. ..y motor c a r r i e r s , according 
to KCS, cannot be re l i e d on to o.alrxln railroad rate Increases 
because motor carriers have higher C J " structures. Further, KCS 
argues that the comparison of l a l l and »«ter carr l e r a ' costs made 
by the applicants la contradict"d by the record. F i n a l l y . I t 
contenda t h r t even i f applicant" had been able to eatabllsh that 

21' Baaed on an average of movements in the Commission's 
one-percent Waybill Sample hauled between the California and 
Oregon portion of Central Pacific t e r r i t o r y and the 
"transcontinental east" (defined by DROW to Include roughly the 
area "east of the Dakotas, Wyoming, a l l but Northeastern Colorado. 
New Mexico, and Western and Southern Texas). 
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motor carriers recently have become aa e f f i c i e n t as rai l r o a d s , 
the Comnisslon would s t i l l not be permitted under the Staggers 
Act to approve a broad elimination of intramodal competition. 

In KCS's view, the Commiaalon ..lust consider the long-term 
Impact of the propoaed merger because of the i n e v i t a b i l i t y of 
material cnanges in the transportation marketplace, p a r t i c u l a r l y 
here, where t i . only railroads in a large and growing market are 
seeking merger. Thus, KCS claims chat applicants use of i0tt2 as 
a base year for t h e i r studies d i s t o r t s the long-tenn projections 
of t r a f f i c levels because the base year ws.« a -ecesslor.ary period 
of low carloadlngs and ^.rof I t a b l i l t y . ^.-i argues chat a 
di'^ferent, non-recession basfr year would have i d t n t l f i ' i d gr-^ater 
t r a f f i c dlvemlonb and antl-.•-oinpesltlve consequences related to 
the oroposed merger. 

More Importantly, in KCS' opinion, w;.ere a rDoi...i . j 
s i t u a t i o n would be cr e a f i d . sole reliance on intermodai 
competition for the future would f a l l i'' events would^ Inpoae 
r e l a t i v e l y higher coats on the competing .-iiodes. reduc...ng thei.-
competitiveness. S l m i l i r l y , KCS states thac growing regions 
(such as the Southern Corrioor a.nd the San Joaquin /alley,' w l l ^ 
demand in the long-term more transportation than h i s t o r i c a l aat.i 
can predict. Competition between r a i l carriers therefore r:iu3t .e 
preserved to accomnodai-w »-*iclpated growth. 

In general, KCS contends that the Intent of applicants' 
proposal Is tc create raonoply power over rates, and that the_end 
r e s u l t , as far as KCS Is concerned, would be the loss J^^^ 
l a s t " f r i e n d l y " connection for (1) transcontinental t r a f f i c v A i i f 
-la Dallas 1 and (2) north-south c r a f f i c (SPT via various routes 
between Kan.«ias City and points i n Texas). 

D. Union Pacific Railroad 

The Unioa Pacific claims thai the proposed merger is a 
"classic p a r a l l e l r a i l merger," unlike recent major eno-to-end 
consolidatlors whlct put together the railroads forming ^ 
BN-Prlsco, CSX, Norfolk Southern, Union Pacific, and the 
system. UF •'oes rot question the large economic benefits 
r e s u l t i n g from e f f i c i e n c i e s created by a merged SPSF systc.. , 
UP's opinion, howeve-., the anticompetitive effects of -he ie i t -
merger must be recti-'led I f the merger is tc b- approved as in 
the public i n t e r e s t . 

Union Pacific claims thac the ru.-rgei i . , pertr.anent ly 
extlnguian the "vigorous and ^ f f ^ ^ t i v . - " oo.-.pe!.lt'- that ;.ow 
-xi s t a between SPT and ATSP between California, mu t^e o . i f ^oaat 
and Southeaat reglona, as well as in Arizona <xr.J the San ..c»quin 
Valley. Rail competition 1.". these areas, according to Jniro 
P a c i f i c , is p a r t i c u l a r l y Important because cf the high percentage 
of commodltlea moving by r a i l . The commodltlea cover a wide 
range of characterlatica, e.g.. p l a s t i c s , chemicals, cotton, 
perishables. TOFC, grain, minilandbridge, wine, canned goods, 
minerals, bulk food products, automobiles &nd metal, pctrcle',;r, 
and lumber products. UP states that applicants' various .sCid.es 
of competitive impacts a l l f a i l e d to withstand scrutiny, 
p a r t i c u l a r l y with respect to the long-haul and bu.k ccmmooity 
markets at lasue. Truck and water tranaportatlon, i r Ur.ion 
Pacific's view, offer only li m i t e d competition in the foregoing^ 
markets. SPSF, having nearl.v a lOO-percent r a i l market s.hare o. 
Southern Corridor t r a f f i c and a lOO-percent r a i l market share of 
,San Joaquin Valley and Arizona t r a f f i c would constitute a 
monopoly in the fastest-growing region In the ',.nitea states. 

Although UP serves points In the Bay Area and th? Los 
Angeles Basin, I t notes that I t cannot compete fcr Southern 
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Corridor t r a f f i c , b.rcais.^ tne Central Cor-idor route se-'ved by 
both UP and DRGW is rout- too c i r c u i t o u s . As an example, JP 
states that I t s Los Suigeles-Houston route via the Central 
Corridor Is 1.143 miles, or 70 percent longer than a nerged 
SPSF's Southern Corridor route. Further. UP c l a i - s that for Ba'/ 
Area t r a f f i c , the Southern corridor Is the onljr competitive, 
non-clrcultous routing option to and from a l l of 
Louisiana and much of Mississippi, Alabama, and Florida, with 
respect to Los Angeles t r a f f i c . UP asserts that the Sout.hern 
Corridor is the only such route to and from an even larger area 
comprised of a i l or part of Kansas. Oklahoma. Missouri 
Tennessoe, Georgia, North Carolina, South Carolina, and Vlrt, l n l a . 

Union Pacific emphasizes that no other r a i l r o a d possesses a 
route competitive wltn those of applicants oetween tne Bay Area 
and rhe Loa Angeles Basin. UP'a own lines connect the two areas 
but with about a 1.200-mile c i r c u i t y (over 260 percent). Jnlon 
»aciric also points out th.at c i r c u i t y prevents i t from corape Ing 
for t r a f f i c between Portland and (1) the Bay Area and i ^ ) the -os 
Angeles Basin. 

The applicants, according to UP, would become the sole 
r a i l r o a d serving present SPT-ATSF common points in the Bay Area, 
nameli, Richmond. Oakdale, and the Antiocn-Kartlnez i n d u s t r i a l 
and p i - t "zone." These points are in addition to the San Joaquin 
Valley common points and Phoenix, A2, which are served only by 
applicants. Union Pacific notes that i t s existing ^«rload and 
TOPC service reaches no farther south Into the San Joaquin Valley 
tnan Turiock, CA, and no farther north than coiton. As a ^ ^ ' ' ^ l ^ - ' 
OP cannoico^pet; with applicants In the entire area -rom Fresno 
south to tiakeraf l e l d . 

UP argues that the ̂ rowtl, ' r . iA, Arizona, Texas, and 
Louisiana * , i t 3 t r l p s a l l ot>.>. areas lu che rate of expansion in 
populatlot . employment, and manufacturing. Los Angeies ooun.y, 
for example, accounted for Jb9 b i l l i o n worth of manu:aotureu 
gooos tn"^ 983. the large.<=t amount for any county In the nation 
t r d h«lf the .mount for California alone. Los Angeles, i n JP 3 
to r d s ! is the "premiereU.S. port for t.he Far East trade, and is 
t°e.-'.'-re hlgh'.y dependent on r a i l competition for hlgh-vo.une 
COFC and "other" Impoit-export t r a f f i c . 

In Union Pacific's view, shipper testimony cone lus.'. veiy 
shows that shippers have depended or compecition between iPT and 
ATSF m the matters of ratea, service, contracts, and 
technologloa: inn.ovatlons. UP noted, for example, tha, iPT was 
the in ?fator of couble-stack container tral.>3 In the .cut.iern 
Corridor, and ATSP responded with low-cost 
frcm double-stack t r a i n s . UP states l h a t , 'rtien inacequate 
service or rate.n th.tt are too high hav.> been offered b, one of 
the appiicanta. shippers have awltcheO thei r business to the 
other appitcan^. r e s u l t i n g in lower rates and injproved service 
S'niUr a^t nations have occurred, acoordla,^ to UP. when potential 
snTop^rs h^ve located new f a c i l i t i e s and existing shippers oave 
rSlocl-ed f i c i l l t i e s in negotiations with each applicant. 

(Tor the foregoing reacons. Union Pacific oontend^ thet '.he 
. r , ' i rnmn»titi-/e effpcts Of che proposed merger must be 
counteracted by the conditions sought by the UP In the Souther, 
Corridor .ind the San Joaquin .'alley. 

E. Mlssourj^ Kans£-^ JlSl^JR 

Kaf • aivues that the proposed SPSF merger w i l l deprive MKT 
an,l Its'shlpoers of comp.^litve = f f f _ " " ^ ' ^ 

\ ' \ . . A wi deat'oy r a i l competition in some markets 
'icontigCou: to pr^se^'t VKT service, but not now ae-ved by the "contiguous 
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MKT." S p e c i f i c a l l y , these markets Include southwest Kansaa and 
the Chemical Industry complex In the Houaton l " d u 3 t r l a . - J l ^ 
served exclusively by SPT v i a the Bayport l i n e . f ""'̂  
time Katy states that the southwestern area of iuinsas i s 
provided competitive service by ATSF and SPT and in the Bayport 
area. SPT provides i n t e r l i n e service to non-SPT polnta via 
conn;ctlon3 in Houston. MKT claims that, a f t e r the 

points on the Santa Pe w i l l lose ^«"'F«''^"::%;!i^tT?r;'"tesTll 
the Bayport industries because the combined iPT-ATSP ' • ^ " t " w..l 
be used exclusively for the t r a f f i c . S i m i l a r l y . Katy claims tnat 
the Mdlothlan/Ward Spur area :3outh of Dallas at a Pdnt where 

and ATSF llnea cross) w i l l lose ^o^F*"^^^^ rv«d bv'sP^^ and 
Houston, a major grain I n s t a l l a t i o n presently served by SPT and 
MKT through terminal acces3^ w i l l lose 
applicants decide to withdraw access rights from Katy. 

Katv contends that applicants' attempts to study competitive 
impactf'of ^he proposed merger ^nored the fact that trucks are 
not competitive for long-distance. ^ ^ l ^ ^ T ^ ^ i ^ " ! ' ^ " J ^ , 
comir.odltles. MKT als claims that applicants studies were 
aelf-contradlctory as to assumptions, theories, and 
methodologies, and that applicants' witnesses in fact 
contradicted each other. 

F. Texas-Mexican Railway Company 

Tex-Mex'a position on competition is r e s t r i c t e d to a single 
issue AS a bridge c a r r i e r i t p.-ovldes J o l n t - l l n e 
connection with SPT to and from J ^ * ' ^ ^ ^ f ^ ^ ^ ^ ^ t t s 
that i f the merger is granteo. the combined i>PSF w i l l lavo. i t = 
own single-iTne'^routes to other border crossi.ng points to the 
exclusion cf Tex-Mex. 

G. U.S. Department of Jusclee 

X J opposes the proposed :nerger on the groind.-. that there 
would be serious adverse competitive .effects or v . j 
transportation of numerous commodities, partlcuia.- y Ir. the >est. 
Southwest. Midwest, and Southeast. These el f e - : s . in . 
oDlr'cn could not be mitigated oy any of th.. prorosed 
ccndUlins Further. tOJ asserts ^ a : ^ P P i ^ i f /» ^ ^ I t ^ o u -
t h e i r burden of demonstrating s I s n l t l o a n , efMc encles t .at wou.. 
outweigh the conipetitivt harms, and that ?P. s ii.'.an-
condition does not J u s t i f y approval t.he merger, 
notwithstanding the anticompetitive e f f e c t s . 

DOJ contends that because the P'-=P0̂ «<1 !̂ '̂ 
p a r a l l e l in „ature, r a i l competition 'would be sabsta.alaily 
reduced. While trucks and other modes compete «ith r a i l oauS for 
certain t r a f f i c . DOJ claims that the record overwhelmingly shows 
t h l t trucks are at a d i s t i n c t competitive disadvantage for large 
segments of r a i l t r a f f i c , p a r t i c u l a r l y movement- °f „ 
conraod't'e^i In large volumes over long distances. In addition. 
DOJ states that intramodal competition is the most consistently 
e f f e c t i v e :onstralnt on a railroad's a b i l i t y to raise ratea. 

Snecl-ncally, DOJ statea t h a t , at a minimam, 6.2 m i l l i o n 
tons of fr..lght repreaentmg sooe t240 m i l l i o n in revenue would 
^e ldver3e:'y affected. Thl5 t r a f f i c i s comprised of certain 
a L - t c u l t u r a l products, raanufacturec food products, chemicals, 
nacer 'roducts, motor vehicles, primary metals, petroleum 
productaT..=nm;taUlc minerals, and lumber moving in some or a l l 
of che following marketa: 

(1) between California 'ind the Midwest, Southeast, and 
Northeast; 

(2) Between C a l i f o r n i a and th.a Texas Gulf Coast, including 
shorter moves within thla corridor; 

(3) Between the Midwest and Texas/Southwest points; and 
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(4) Fr^wi the Pacific Northwest to Southern C a l i f o r n i a and 
Arizona. 

DOJ argues that the merged c a r r i e r would be a monopolist in 
many markets and a duopolist in many others. With respect to the 
conditions propos'.d by other r a i l r o a d s , f o j states t h a t , standing 
alone or in combination, such condltlonr, would not be s u f f i c i e n t 
to remedy the competitive p.^hlems of the merger, because eacn 
condition Is confined to a p a r t i c u l a r geographic area, while the 
competitive problems would exist throughout the merged c a r r i e r ' s 
system. KCS's proposed Independent rate-making authority 
condition, in DOJ's view, is a poor substitute for competition, 
and indeed would offset some of the public benefits from tne 
merger. F i n a l l y , DOJ considers applicants' proposea p r i c i n g 
constraints unsatisfactory, because they: (1) provide no 
meaningful protection against .market power; (2) constitute a 
commici-.ent to phase in substantial price Increases over a period 
of f i v e years; and i.3) repudiate r a i l deregulation and reliance 
on o IT Petition. 

H. The r i t States Department of Trar.sfortatlon 

DUT'd position with respect to tht Issue of competition Is 
subs t a n t i a l l y similar to apF'icants' pcJicion, as Indeed wer'e t.-.e 
analyses prepared by DOT and applicants. Our analysis of the 
evidence and arguments of both parties Is set f o r t h In 
considerable d e t a i l l a t e r In t h i s decision. 

I . State cf C'.ifornia and the Public U t i l i t i e s Comalsssion of 
the State of Ca l i f o r n i a ( C a l i f o r n i a or CPlJiT? 

Cal i f o r n i a states that I f the proposed merger 1? approved, 
r a i l competition w i l l be largely eliminated "or over 30 percent 
of t o t a l r a i l t r a f f i c o r i g i n a t i n g or terminating in the State, 
and would result in SPSF control of nearly 80 percent of t o t a l 
Call'"ornia originated or terminated t r a f f i c . Aa a r e s u l t , SPSF 
would be the dominant c a r r i e r i n the Southern Corridor and JP 
would be dominant in the Central Corridor. In '^al 1 f ornla ' a view., 
neither c a r r i e r would have a "strong lncentiv«" to compete 
aggressively agalrst the other outside the i r doi.'nant areas. 

Baaed on evidence aubmltted by CPUC, Callfornlix abates that, 
a f t e - merger, e x i s t i i i g or po t e n t i a l r a i l competition <ould be 
eliminated east of the Los Angeles Basin and in the South San 
Joaqiln Valley. Further, the number of r a i l competitors would be 
reduced ""rom 3 to C in tne Los Angeles Basin, the North San 
Joaqjln Valley, anO the Bay Ai-ea. These areaa generate nearly 8o 
percent of California's t o t a l r a i l tonnage. 

In addition, California .-̂ .rgues that a near monopoly would be 
created for t r a f f i c flows between the Los Angeles Basin and (1) 
Nofth«rn Cali f o r n i a . (2) Oregon/Washington, (3) Arizona, (4) New 
Mexico, and (5) the South Central Region of the United States 
(TX, OK, AR, and LA). Creation of the near monopoly on these 
t r a f f i c flows, according to C a l i f o r n i a , would reoult in the 
dlv'frsion of 50 to 55 percent of SPT's current Central Corridor 
t r a f f i c to the Scuthern Corridor and rate increaaes averaging 43 
percent or more for such t r a f f i c , with the South San Joaquin 
Valley t r a f f i c being mcst adversely affected (by rate increases 
of about 55 percent). 

Market D e f i n i t i o n and Analysis 

We must f i r s t define the markets the consolidation w i l l 
a f f e c t by examining the "area of e f f e c t i v e competition." Standard 
C i l Co. V. United States. 537 U.S. 293, 299-300 n. 5 (19^^T. 5 
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relevant market has two dlroenslona, product and geographic. 
Brown Shoe Co. v. United Statea. 370 U.S. 294, 324 (1962). 
Helevant marketa muat also r e f l e c t commercial real t i e s . United 
States V. Grinnell Corp.. 384 U.S. 563. 572 (1966;. As a tool i n 
defining what If. and what is not a relevanc .-narket . we may refer 
to the United States Department of Justice 'Merger Guidelines. 
Issued June 14, 1984. Although not binding on the Department, 
the courts or th i s Commission, they are i n s t r u c t i v e in that they 
define a market as "a product or group of produc;3 and a 
geographic area in which I t is sold such that a hypethetical. 
profit-maximiUng f i r m , not s'.bject tc price regulation, that was 
the only present and future s e l l e r of those j-roiuots In that area 
would Impose a 'small but s i g n i f i c a n t and nont ransl tc ry • 'ncrsi-ae 
in p r l c * above prevailing or l i k e l y f u t u r : lev-.'la." Merger 
Gui.;elires . § 2.0. In most contexts, the -De p.-" rtment of Justice 
u.ses a prl:.? increase of f i v e percent l a s t i n g one year as the 
measure of ?• "small tut s i g n i f i c a n t and r.ontrinsltL , ' inc:-»ase. 
I d . , § 2. I I . 

In 
products 
States 
(16̂ 65 
t h e i r su 
keeping 
technlca 
together 
U.S. 321 
America, 
required 
proposed 
affected 

Product Market 

order to be j a r t of a relevant product market, the 
at issue must be "reasonably inte-changeable." United 

• E.I, du Pont de Nemours 4 Co.. 337 U.S. 377, 35̂ ""̂  
The c r o s s - e l a s t i c i t y of demand fcr the products and 

bstitutes rnsy be examined. Brown ihoe, 370 O.S. at 325, 
in mind tha'. under section 7 of tne Clayton Act, 
l l y d i f f e r e n t producta or aervicra are rarely grouped 

See Unit id States v. Philadelphia National Bank, 37a 
356-57 rT9b3); United States '. Aluminum Company of 

377 U.S. ;71. 275 (l46i*h : h i r regard , we are 
under 49 U.S.C. 11344(b)(5). to examine che effer-t of 

transaction on competition among r a i l carriers in t ro 
region. 

The product provided by r a i l r o a d i Is the transportation of 
l i . . g h t . An i n i t i a l Issue In th i s proceeding is whether motor 
a.'-l ^••-T carrier transportation ahould be Ircluded in the 
produ.t '.1.1 •':et in order to determine the competitive effects of 
t,-ie t iiaact'on. Applicants strenuously argue, and provide 
.- •. .lies deal.tned to demonatrate, that the existence of motor 
ar.-iera, anc in some Inatanoes water c a r r i e r s , w i l l provide a 

s u f f l c l : , . ; .-cnstraint on any marke; power applicants might gain 
us a result of .T.erger. Applicants ask ua to find that motor and 
wpter carriers are reasonably sub'itltutable for r a i l carriers in 
the geographic markets they serve. In order for applicants tc 
prevail on this issue, we must bf; able to find that the .-ates ana 
service provided by, or l i k e l y to be provided by, motor and water 
c a r r i e r s are s u f f i c i e n t l y close to those provided by applicants. 
In that s i t u a t i o n , applicants wjuld not risk abusing t h e i r market 
power, because they would risk losing a s i g n i f i c a n t share of the 
market. For reasons discussed In more d e t a i l below, applicants 
have not persuaded ua that in Che relevant geographic markets, 
motor or water carriers are l i k e l y to provide a s u f f i c i e n t 
constraint on applicants' pos'.-conaolidation market power. 

This is not to say that motor and water carriers cannot ind 
do not carry freight In the .jeographlc marketa served by 
applicants, but rather that t h e i r ratea and/or aervlce cannot be 
found to r e l i a b l y constrain the behavior of applicants. As we 
said in UP Control. 366 I.C.C. at 504: 

at the margin, motor carriers are unlikely to be direct 
substitutes for r a i l t.ransportation in the markets affected 
by the proposed trans-ic t Ions. In such circumstances, a rise 
in r a i l rates would not necessarily result tn a s i g n i f i c a n t 
amount of t r a f f i c s h i f t i n g between modes and the railroad 
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could e f f e c t i v e l y Increase i t a p r o f i t by raising I t s rates 
absent other competitive factors. 

A. Exempt and :oon-market uomlnant r a i l t r a f f i c muat be 
considered in defining the relevant product market. 

Exempt T r a f f i c . In t h e i r ar.alysla of the jorapetltlve 
effecta of t.he ^ropoaed merger, appiicanta and USCOT -x'-luaed 
"•rom consideration t r a f f i c which hi.d teen exempted froK 

/ Theae regulation by the Cominisaion under 49 U.S.0. 10505(a) . , -
parties contend that our exemption d e c l s l o n a ^ / r e l i e d 'upon 
intermodal competition as e aufficieni" oonatraint on the 
ra i l r o a d s ' a b i l i t y to exerclae market power ever toxcar, 
TOFC/COFC, and periahablea t r a f f i c . The protesting parties 
dispute these readings of the Commission's exemption decisions, 
pointing to our reliance on Intramodal competition in addition to 
intermodal competition. We conclude t.iat the f a i l u r e to consider 
the e f f e c t of the propcsed merger on e,xempt t r a f f i c haa seriously 
flawed a t p l l : a n t s ' and DOT'S competitive analyses. 

Firs applicants and OOT h*"e mii'.read the basis for our 
exemption decisions in TOFC/COFC and Boxcars, and thut- erreo by 
f a l l i n g to study the effecta of the propcsed merger on thla 
deregulated t r a f f i c . Both our decisions In TOFC/COPC .ind 
Boxcars, and the court decisions a f f i r m i n g our exempticns, were 
based i u b s t a n t i a l l y on the existence of actual and pote.'itial 
intramodal r a i l competition in addltlot. to intermodal 
competition.24/ Contrary to applicants' and DOT'S assertions, 
we r e l i e d upon intramodal competition in concluding that t r a f t i c 

22/ Section 10505(a) provides that we shal l grant exemption frcm 
regulation when regulation (1) Is not necessary to carry out the 
transportation policy of section iOlOla of the Interstate 
Commerce Act, and (2) either (a) the tranaactlon or service is of 
li m i t e d scope, or (b) the application of a provision of -he 
Interstate; Commerce Act Is not leeded to protect shippers from 
the abuse of market power. 

23/ Improvement of TOFC/COFC Regulation, 364 I.C.C. 731 (1981), 
iTr'S (n r a r t rev'd In cart sub nom. American Trucking 
gyiiMHf^THS-v. I j ^ . bSb K.?d ilib (bth Clr. !981); 
Exemption from'Regulation - Boxcar T r a f f i c , 367 I.C.C. 42U 
M, SKV:- a f f ' d i n part, rev'd in part sub nom. Brae Corp. v. 
^ ^fed States. 745 P.̂ d 1033 (B.C. ( i i r : 1981) (per curiam). United States , 
"cert. denied, 105 Ct. 2149 (1985). 

24 / See, e .g . , Imcrovement of TOFC/COFC Regulation: Notice of 
?,ulc'^4;-ng, ^':<i- 79123-24 Vl9B0); Improvement TroDOsed ftuleniaki.igT^ Pad. Reg. 79123-^;'* U':»ou;; improvement of 

?OPC/COPC RegulatTon. 364 I.C.C. at 735, 736; A m e r i c a n ^ c k l n s 
A a a o c i a t l o n i T T H ^ . ICC. 556 F.2d at 1125; Exemption From 
ffT^u'^ation - Boxcar TraTTIc Proposed Exemption, 47 Fed. Reg. 
ITiOo—limi I'lOH?): cxe"mpt'on From Re>^ulation - Boxcar T r a f f i c , 
367 i . c ' c . at 433; 445;^5rae Corp. vV U n i t e T T t i l e s , 740 F.2d at 
1036-37, 1039. 
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snoh as boxcar25/ and TOFC/COFC should be exempted. Therefore, 
the ..remise foF"the exclusion of exempt t r a f f i c la in error. 

Second, the applicants' and DOT'S decision ^° ^^^^^^ 
t r a f f i c from consideration in their analyses ̂ f , 
effects of the merger la contrary to the f " l ^ " ^ ^ . ^ 
i n 4 4 ( b ) ( n ( E ) , which requires us to consider the effcct.-s of the 
P^opoed transaction on r a i l competition, or "competition among 
r a i l c a r r i e r s . " Even I f we 'nad based c r exemptl^ga 
existence of Intermodal (motor-rail) ^ ^ ^ ' P f ^ ^ ^ ^ ^ ^ ' - ^ ( ^ i f ^he 
that exempt t r a f f i c would have to be examl, t o ^ t f t r m i n e I f the 
p r S o s e r r a l l merger would have an effect on ra 1 
Section l l 3 4 4 ( b ) ( l U E ) requlrea no less. In this proceeding, we 
a:a;saea both intramodal and intermodal competltlon and we must 
examine e l ^ t t r a f f i c to see i f there is a p o s s i b i l i t y of the 
!osa of intranodal competition res'.lting from t^e j^roposed 
merger, fy f a i l i n g to do so, applicants nave seriously e.red in 
t.i e l r competitive analyses. 

We have take:, a simi.'ar aPP'-°»=h to competitive analysis i h 
the context of a ra'l-water merger. In Finance DocKet No. 3030C. 
CSX Cori^-Contxoi^-^merica^^ l ines Inc. . •̂̂ •''•̂ ^̂  

^ ~ ? F 7 ? d ^ s 7 ) t . I , L^HiS, s l i p op. at 2« 4 n. 30, we 
•??5uire^ t-.at private water carriage, as well aa common an ^ 
contract water carriage, be considered in our competitive 
analysis.2?/ Private water carriage is exempt from our 
reJLulationT S i m i l a r l y , we believe that exempt r a i l 
t r l n s p o r t a t i o n should have been analysed by t h ^ applicants i n 
considering the competitive impact of th e i r proposed .,.,^0,, 
consolidation. App'.lcants' ane DOT'S treatment 01 exempt t r a f . 
for purposes of the competitive analyrla in this merger waa 
apprSaoi-ed as I f the t r a f f i c was .non-existent and beyond our 
concern or j u r i s d i c t i o n . 

Third the f a i l u r e tc examine exempt t r a f f i c also inherently 
assumes the loss of Commission j u r i s d i c t i o n over auch t r a f . . c . 
A3 we -ecently explained in Consolidated Rail Corp.-Decla_ra_torx 
Ord^r-^Exemptlon/l I.CC. 2d"555, 85H-WO ^ 9 ^ ^ >\ o.c decisions 
exemptlng gertaiA t r a f f i c from .regulation do not deprive ua of 
•^r l s d l S f i o n over that t r a f f i c Indeed the statute provides for 
J-evocatlon of an exemption should the cl^^^^^tances that once 
j u s t i f i e d the exemption no longer pertain. 399, 
U S C. lQ50'^(d). See also H.R. Rep. No. 96-1730, 96th oong.. 2d 
Seas 105 (1980). "TTeiTrTy. we remain concerned about the 
comp;tltive environment airroundlng t r a f f i c exempted by us from 
regulation. 

25/ '«e did not conoletely and uhconditlonally exempt boxcar 
Tra.rf lc Por example, we retained J u r i s d i c t i o n to require 
ITciprocal switching or Joint U3e of terminal f a c i l i t i e s should 
tb ^ Isacssment of the existence of r a i l competition change after 
'he exemption went Into e f f e c t (Exemption from Regulation -
aoxclr T r a f f i c . 367 I.C.C. at 451.-55^, and. upon remand rom the 
TSlstrict of (Columbia C i r c u i t , decided that boxcar t r a f f i c for 
short l i n e railroads .-iUould not be exempted. Exemption from^ 
ReRulation - Boxcar T r a f f i c (r.ot p r l n t e d i , served September x2, 

vm: 
26/ See B . i i _ n ^ r B l Exemption Aut.hority - Fresh Fruits and 
V E g e t l H ' ^ ' f r i ^ r r T C . C. 211 (l?79). 

27/ Pn appeal, the Sixth C l r u l t affirmed our decision, including 
XTTr. -r.. .tlrlprarl->n of private water carriage in the competitive 
^ n l l l ' s l a Crcu,n2e corp. v ICC, 781 F.2d 1175, 1183 (bth Clr. 
^ " t ^ ^ .-ro-F^iHT-^e.-.dlh^No. 85-2133 (fUed June b, I98t ;. 
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F i n a l l y , applicants' and DO'̂  , l-.Tiination of exempv. , r a f f i c 
f rr ,, t h e i r competitive analysea assumed C*>at we had per f' rraed a 
f u n c t i o n a l l y equ ent competitive analysis in our exemption 
decisions, making su.-*. an analysis unnecejsary here. However, 
the tyfie of analysis porforraed In an exemption decision d i f f e r s 
from the type of an-iysls performed in a merger proceeding. The 
competitive analysis in an exenptlon decision does not 
necessarily examine separate s p - c i f l i . o rigin-destination markets 
in terma of t r a f f i c flows, distances involved, the number of 
r a i l r o a d competitors involved, the possible impac"' of 
technological changes on eaca mode, and che sr.ipper's options to 
choose between available competing carrie-s within the chosen 
mode once the TOdal choice i t . ^ e l f has raaue. Exemption 
analysla takes a oroad-brusi. approach to analysis of the 
competitive environment as a whole and looks to the rimedy of 
p a r t i a l r.jvocatlon to addresa spe c i f i c competitive situations 
should thiit become necessary. Ttius. the competitive analysis la 
e-.emptlon.} cannot be equated with the comj^etltive analysis we 
make here in assessing a proposed merger.'"/ 

In sum, the f a i l u r e of the a.opllcants ano DOT to consider 
exempt t r a f f i c i n t h e i r competitive analyses was Inappropriate 
and a misreading of our exemption decisions. Moreover, as we 
discuss below, the overwhelming evidence of record demonstr<tes 
that c o m p e t i t i v r a i l rates and service are v i t a l for much cf 
exempt as well as regulated t . - a f f l c . I'he f a i l u r e to as.sess the 
ef f e c t of the propoaed merger on competitive r a i l ser^icas 
offered for exempt t r a f f i c flaws applicants' and DOT'c jtudies . 

A p p l i c a b i l i t y of Market Dominance Standards. Appiicanta and 
DOT also assert that we should apply market domina ce 
standards °/ to our competitive analysis Ir. t h i s .-nerger case. 
They suggest that we should not be concerne.l in this proceeding 
with t r a f f i c moving at ratea below the statutory 180 percent 
revenue to variable cost threshold, contending that I f the 
ex i s t i n g carriers are not market dominant tnd w i l l not become so 
aa i result of the merger, competition would not be reduced as a 
result of the merger and should be of no con.oern. We reject t h i s 
approach to our analysis. 

F i r s t , we note that none of our declaions addressing r a * l 
mergers nas ever adopted the approach suggested by applicants ana 
DOT. Instead, we have consistently evaluated competitive affect.,, 
by deflnl.'ig existing raarnets. measuring the anticipated effects 
on those marketa, and determining wheci.er the effecta are 
substantial. See, e.g. , UP Control, 366 I.C.C. at 512, Market 
dominance concepta have never governed our competition analyala. 
See Tucumcarl, 363 I.C.C. 320, 348 n . l l (1980) (noting that the 
ratemaklng narket dominance concept muat be diatinguiahed from 
the competitive analysis used in r a i l mergers). The reason is 

23/ The difference in the Commission's role in exemption and 
merger cases is demonstrated by contrasting the stage in the 
proceeding at which the Commission considers adverse effects of a 
proposal. The Congres&ional admonition on exemptions in the 
Staggers Act Conference Report, H.R. Rep. No. 96-'...30, 9^th 
Cong., 2d Session 105 (1980), atate." that "[T]he confereea expect 
. . . that the Commission w i l l adopt a policy of reviewing 
c a r r i e r actions a f t e r the ""act to correct abuses of market 
power." However, section 11344(b) directs Uu to apply certain 
c r i t e r i a p r i o r to authorizing a merger 

29/ 49 U.S.C. 10709U) defines "market dominance" as "an absence 
oT e f f e c t i v e competition from other carriers cr modes of 
transportation to which a rate applies." The current 
quantitative factor in deciding whether a railroad la market 
dominant la whether th"* r a t i o of revenue to variable coat on a 
specific movement exceeds 180 percent. 
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apparent. Market Jonlnance analysla Involves an assessment of 
past ocmpetiti.e conditions. This Is an Inappropriate measure of 
the forward-locking asa^sament we muat .nake under section 
11344 ( b ) (1 y (E) i l l an'.iyzing a proposed merger. 

Second, the narket dominance concept Is simply not 
appil-,ible to merger competition analysis. It is found in the 
section of the statute addressing our Jurisaiction over railroad 
ratea, not .mergers, and there is no indication that Congress 
intended u.«i to Incorporate such stardards into our merger 
analysis. Our analysis of market dominance addresses Intramodal, 
Intcmodal, ...roduct, and geographic competition to determine 
whether there Is an .ibsence of effective competition. However, 
Congreas In the Staggers Act amended the merger aectlon to 
require ua to evaluate "whether the proposed transaction would 
have an adverse sffect on competition among rail carriers in the 
i ."ected region." 49 U.S.C. 11344 (b ) ( 1) (E ). 30/ That section 
does not incorporate or even refer to markef~3ominanoe 
standards .-'^/ 

We oelieve that i t would be Inconsistent with the Rail 
Transportation Policy to create a post-merger si t u a t i o n where I t 
might be nece&sary to t.̂ come :,''volved in recurring queatlona of 
market dominance or r.-.tt- re-"3onableness that could well develop 
where there la the elimira'-l:n of or massive reduction in 
oompetitlon.^2/ c.».R. ;i8C.l(a; ("Our analysis of the 
competitive Impacts of 1 consolidation is especially c r i t i c a l m 
l i g h t of the Congressionally ms.ndated commitment to give 
railroads greater freedom to pr.,ce without regulatory 
interference.") By, among other t.,ings, c u r t a i l i n g the scope of 
r i t e regulation, enabling the '.'ommlas 1 cn to exempt certain 
t r a f f i c from regulation, =na aucnorlzlng r a i l carriers and 
Jhlppera to enter Into c o n t r i c t s , the Staggers Act sought to 
prcmot»- the goals of the Ra'l Transportation Policy to "minim.'.e 
the need for Federal regula .ory control over the r a i l 
transportation system and to require f a i r and expedltlou 
regulatory decisions w..«n regulation Is required." 49 U S C. 
I0101a(2). As we st't.jd In UP Control, 366 I.C.C. at 502. 

The new poilcy favor ng Increased 
reliance or compet 1 ion to regulate 
a c t l v l t i t s 11 gov"-n the environment in 
which the nnw [ r a i l transportationJ 
system w i l l operate. The a b i l i t y of the 
rail'•cad.'? to cake various actions free of 
regulatory r e a f f l n t s w i l l make I t easier 
to exert or cout:.; market power gained aa 
a result of consolidation. For these 

3°/ Conslatent with th i s section is the Rail Transportation 
Policy's i n s t r u c t i o n that we should seek "to allow, to the 
maximum extent possible, competltlor and the ̂ emand for services 
to establish reasonable ratea for transportation by r a i l . " 49 
U.S.C. l O l O l a ( l ) . 

31/ Indeed, in our merger procedure guldelinea, we did not 
Incorporate marKet doninance atandarda. Compare 49 C.F.R. II80. 

32/ The problems with determining market dominance for each and 
every shipper In the relevant markets ia apparent, as recognized 
by DOT (DOT-8 at 27). Even the ao-called conaervative approach 
i t recommends (see Ic;.) would p o t e n t i a l l y require ua to ignore 
v i f - t u a l l y a l l t r a f f i c In the relevant markets In performl.ng oar 
ccmpetlClve -inaiysls, ao l i m i t i n g the scope of our Inquiry thac 
no meaningful analyals could be performed. 
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reasons, we mu.-: • take even greater car* 
to identify h..."nful competitive e f f e c t i 
and to mitigate thosa effects when 
possible. 

In short, we co.hclude that r,ar.:»t dominance standards have 
no role to play in our analysis of competition in r a i l nergers. 

B. The relevant ma-ket la r a i l transportation. 

• Appiicanta assert that a l l but a minor portion of r a i l 
t r a f f i c is subject to effective and pervasive competition from 
otner mooes of transportation, notably from motor carriers Tiiev 
further assert not only that the proposed merger w i l l merely nave 
minor antl-competl eve eC-ects, but also that I t w i l l actually 
enhance transportitlon competition because the merged carrier 
Will be .Inanclall.' stronger and more eff i c i e n t . Without a 
merger, applicants contend that neither ATSP nor SPT w i l l survive 
in -he long-run, and that SPT could not survive In the short-
run. Thua, In applicants' view, r a i l competition would be 
destroyed throuj^hout much of the western United States without 
their proposed mer>ier. 

AppUoart,'. and DOT prepared competitive analyses which were 
substantially Umllar In approach and which resulted i.n oaslcally 
tr.e same conclusions. Our dl-.usalon here therefore applies to 
oot.h parties' studies. At the outset, i t should be noted'that 
applicants and DOT'S competitive analyses vere predicated on 
uetermlning the effect of the merger on rate competition and 
v i r t u a l l y excluded any consideration of service competition 
Both studies useo methodologies baaed on broad aasumptlons wh'ch 
categorically ellainated huge quantities of r a i l t r a f f i c from 
conb.deration. T̂ .ese categorical eliminations, which In some 
instances were .-ef.irred to aa a "-jtreerlng process," were the 
basis for voluminous oross-examlr.atlon, ard presentation by 
applicants of additional ev .derce modifying and correcting tho 
original studiei. The protestant raU:-ada, particularly Union 
Pacific, Hio Grande, Katy, and iCOS, presented evidence and 
.arguments apecificelly attacking the aasumptlons used by 
applicants and DOT and showing the effects such assumptions had 
o.. the outcome of applicants' studies. We have Chorougnly 
examined the studies and the underlying .-ecord. Tne following 
dl.^cuaslon focuses on the premises upon whlcn the studies were 
based. 

Table 1 ( a l l numbered tabl s i,' this section appear- in 
Appendix D) is based on data 3iDralt;ed by the Rio Grande. Tabl-
1 shows cnat, with t.he exceptions of fresh fish or marine 
products, ordnance or accessorl-t, leatner or .eather products 
photograpnic or optical Instruments, mlscellaneou.^ shipments, and 
hazardous i.iaterlals, over-the-roaa truck t r a f f i c is highly 
concentrated on hauls of less than 1,.:00 mlle.i. One of the 
largest TOPC shippers. United Parcel Service (UPS), submitted 
statements not only on behalf of applicants but also on b'-hai'" 
of Union -Pacific and Rio Grande. UPS stated that i t dep̂ .nds on 
t.he continui.'.'g a v a i l a b i l i t y of f l a t cars, t r a i l e r s , and e f f i c l e n -
terminal.- ano t.hat most of i t s movements having dlsta.ooes In 
excess of 500 miles move in TOFC service. Further, UPS ships 
over 21,000 t r a i l e r s annually between Les Angeles and points In 
Arizona, Texas, Louisiana, and other destinations in the 
Southeast. UPS states tnat railroads are an "Integral arm" of 
their company and that their experience showa that service Is 
best where competition exists. CPS supports the Union Pacific 
and Rio Grande responsive applications on t.he .oasis that they 
wdld tend to maintain boca pricing and service competition in 
the Southern and Central Corridors. 
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Our exemption o l r«ill TOFC/COPC service, aa stated e a r l i e r , 
•lla r.ot d i f f e r e n t i a t e between suo-markets. 'The record here 
f i r m l y establishes the i d e n t i t y of two d i s t i n c t sub-narkets: 1) 
the onventlonal domestic moverafnt of t r a i l e r s or containers oi. 
f l a t cars; and (2) the movement of containers by r 11 COPC 
service In the International trades. American Preildent 
Companies, Ltd., a -najor shipper with subsidiaries engaged l,-. 
both aub-markets, Intervened In these proceedings in support of 
Jnlon Pacific's proposed trackage r i g h t s . I t presented wltne-st.ea 
from each subsidiary: A.merlcan Presid»'t I .nes ,APL), a .-najor 
ocean c a r r i e r , and National Piggyback Services, Inc. ' NPS'. <»n 
I.C.C. licensed property broker. 

National Piggyback Service, l i k e UPS, Is a najor TOPC ua^r. 
handling nearly 200,000 t r a l l e r l oads innuj^lly In nearly eve-y 
najor transportation c o r r l d . r across the United States. In 1983, 
NFS snipped approximately 40,000 t r a i l e r s over SPT and 36,000 via 
Santa Fe. Of these shipments, approximately 20,000 t r a l l e r l o a d s 
:noved through the Southern Corridor. ATSP anc SPT are the on". ,-
d i r e c t competitors f o r th i s c r a f f i c . Tlie routes cf the two 
carriers between Los Angeles, Dallas. Houston a.nd New Orle-ii^ v 
substantially equal in distance and ha'̂ c comparable t r a n s i t 
t l - i e s . Their T'̂ PC rates hetween 1973 and I98v were p r a ^ t i - a l l y 
i d e n t i c a l , which. NPS claims, reflects the ! itc ise oompe: 11' c-. 
oetween the c a r r i e r s . 

In NPS' experience, where competitive r a i l TOPC servi-e 
e x i s t s , rates on the average are 75 cents per mile ( i n 198.:), aa 
compared to !̂9 cents where no competitive service exists. The 
Inherent c i r c u i t y of 300 to 1,000 miles via the Central Corridor 
dictates the use of the Southern Corridor between L.os ^neeles and 
New Orleans in view of t i i t l-jp-^rtance to NPS of fast t r a n s i t -iloe 
and low cost. Motor carriers do net provide an option to NPS 
because motor c a r r i e r rates genernlly range from $1.00 to $1.5" 
per -,;lle, and those rates apply to -Tovements of under 900 miles. 
Indeed, NPS states that a "large po.tlon" of l i s own business 
comes from -lotor carriers because of the cost effectiveness of 
r a i l roPC service. NPS points out that t h i s effectiveness l i k e l y 
w i l l be enhanced as doub'^-ataok contalre- t r a i n s eventually 
replace conventional TOPC equloment for Ti-.,iy flows of domestic 
f r e i g h t . 

American President Lines either I n d i v i d u a l l y or j o i n t l y wi'h 
other carriers ahlpa aubJtantlal volu-.ies of minllandbrldge (ML3' 
t r a f f i c from Asia to Gulf Coaat and Atlantic ports. APL provl i>»̂  
the water transportation and arranges with one or more rallroaas 
(occasionally In combination with a motor or a i r c a r r i e r ) to lov • 
cargo from a port to the destination. APL offer s shippers por--
to-pert through rates under a single b i l l of lading, the 
revenues are divided with the railroad providing the land t -
portatlon. Among the coimodities handled by APL are garTient,s, 
electronics, and other consumer goods, as well aa perishables, 
cotton, and other raw materials. Almost half of APL's eastbciunl 
t r a f f i c i n foreign commerce involves p a r t i a l movement by r a i l , 
and the remainder of the t r a f f i c primarily Involves 'loveTient..' 
o r i g i n a t i n g or terminating in or -oear West Coast port %r-= •-
motor c a r r i e r . 'linllandbridge t r a f f i c between Los Angele 
the Gulf amounts to about 17,000 containers annually. In .'Sj, 
APL's b i l l for r a i l services amounted to more than $90 '-il'.llon. 

APL f l a t l y contradicts applicants' and DOT'a treatment of 
mlnilandbrldge t r a f f i c , asserting that (1) all-water service 1 
not a ccrapetltlve alternative for Asia-Gulf Coast service, ,: 
the Southern Corridor is the most e f f i c i e n t corridor f o r Gulf 
Coast MLR t r a f f i c , and (3) truck aervlce la not a realistL-j 
a l t e r n a t i v e :o r a i l service between the West Coast and Gulf 
ports. 
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The data presorted by APL are convincing. In the f i r s t 
three quarters of 1963, at least 73 percent of a l l ocean carrier 
eastbound contai.ierlzacle cargo (435,163 short Cona) moved to the 
Gulf Coaat Statea via r a i l a-:roas the Southern Ccrrido'". with the 
remaining 27 percent (161,55* short tons) movlrs via ali-water 
routea. Much of the Aala-Oulf Co-iat trade s t i l l carried in 
all-water service la not contlinerlzabla fc- either economic or 
phyaical roasona, and thus Is not aubjeot to MLB competition. 
About 85 percent of to t a l Aala-Culf Coaat M13 li.ports move 
through Los Ang.jlas/Long Beach and about 10 .ercent through San 
Pranclsco/Cakland, with only occasional shlprao its through Paclfi.-
Northweat ports. Por marketing and cost purposes, most cai-rlers 
have their contalnershlpa call f i r s t at Southern California ports 
to serve the large, highly competitive market there, before 
.uovlng on to Northern California .;orts, '-hereby slowing service. 

APL hotea that dlatanoe la th» key to tht coat and speed of 
r a i l service, and by far the shcrttst r a i l routes between 
Californi.i and Gulf Coaat ports are over the SPT and Santa Pe, 
which have historically been very strong competitors for West 
Coa«t-Gulf MLB t r a f f i c . The reason thac almost 100 percent of 
the Asla-Oulf Coast MLB t r a f f i c moves over the SPT and Santa Fe 
syate-s Is Chat tney offer lower rates and faster transit times 
than t A l l carriers serving the Pacific Northwest porta. APL 
today provides the r a i l portion of Its MLB service to Gulf Coaat 
and South Atlantic markets through multi-year Jolnt-aervlce 
contracts with SPT arc* the Southern Raliway. Sarta Fe, with whom 
APL also participates 'n some operations today, has In the paat 
been a prime carrier for APL tc and from theae marketa. Union 
Pacific, which muat uae the Central Corridor, doea not even bid 
on MLB t r a f f i c moving from Weat Ccar- orts to Gulf Coast or 
South Atlantic ports. (Tr 8782. 87)7) 

APL atatea that all-water aervlce Is i.ct a compatltlve 
alternative to Aala-Gulf Coast MLB service. Such service is 
significantly (1) more coatly for ocean carriers to p.-ovide, (2) 
less frequent, and (3) slower. MLB service from -'sla to the Gulf 
Coast costs about $1,110 per TEU ;twenty-foot equLvalent u n i t ) , 
while all-water service via tht Panama Canal cos-s about $1,325 
per TEU and takes mora than 2-1/2 timaa aa long. Part .* the 
reason for the disparity in cost and time is that the KSla-Oulf 
Coast narket ia not large enough '.';o support direct ali-water 
service. (See Tr. 3790 and Tr. 45-0). As a result, 
contalnershlps bound for the Gulf Coast must also carry cargo for 
Atlantic Coast markets, and the products destined for these 
markets dictate that Atlantic Coast porta ba served f i r s t . 

APL states that only a single water carrier provides 
regular, direct all-water container service between the f u l l 
range of Far East ports and th.. Gulf Coast via the Panama Canal, 
while more then two dozen trans-Pacific carriers offer ,Aaia-Gulf 
Coast MLB service on Che same routes. Of the 13 other carriers 
which advertise ail-water service between Asia and the Gulf, 1. 
serve only South und Southeast Asia ports (via Suez) and not the 
much larger Par Eastern market. One carrier has inaugurated a 
feeder aervlce serving the Gulf from Far East ports. iTr. 
3821). Currently there are about 35 times as many MLB aa 
all-water salilnga per month between Asia .-nd Gulf Coast ports. 
Cn the average, three trans-PaclfI; contalnershlps sail each day, 
:orapared with an average ..f one all-water Asia-Gulf Coast 
:ontalnershlp sailing every 10 days. 

As stated earlier, between 30 percent and 90 percent 0" 
inbound Gulf Coast MLB t r a f f i c Is handled through Loa Angelc-s/ 
Long Beach. The reasons are that the distance between Oakland 
and Houston over tne Central Corridor is more thar 8OO miles 
longer than over tne Southern Corridor, and tne distance between 
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Loa Angeles and Houston over the Central Corridor is more tnan 
1000 milea longer than over the Southei-n Corridor. APL states 
that r a i l ratea are 60% higher for thla movement /la the '''('o-̂  
Pacific over the Central Corridor than via SPT ovtr the Sout,-..»rh 
Corridor. 

P i n a l l y , APL points out that motor carriers cannot provide 
competition for r a i l service for Import container t r s f f l c . 
Long-haul t.-uck costs are economically p r o h i b i t i v e : juotes 
received by APL are 80-90 percent higher than over existing r a i l 
d i v i s i o n s of APL through revenues. Moreover, the logl.<tlcal 
problems associated with t r i c k i n g alternatives are insu-mount-
?oin' Pof/tample, APL ocean-going vesse.a can carry as many as 
3200 containers each. 

Because a truck generally handles no more than I or 
contalnera, many hundreds of trucks would be required at d ckslde 
to move a l l the cargo for each such vessel. Even assuming that 
n r ! n ^ ^ ^ ^ * «"^"f^, t''" ' ^ " ' ^° ' - demand, a highly dubious 
f r n ^ ^ i L r " / " I opinion, coordination of this amount of 
truck t r a f f i c on a transcontinental basis would be " t r u l y 
nightmarish." Railroads, by contrast, can e f f i c i e n t l y handle 
large numbers of contalnera in a single t r a i n 

-rnŜ ''i?'̂ ;̂."°ô "̂ '̂ "̂̂ *"'*̂ "«> '=̂ ''̂ " elimination of .-all 
COFC t r a f f i c from consideration i n most of th e i r analyses. r i ^ f '̂̂ Ŝ t r a f f i c . . ..v/..s.iuc. a-ioii i n raooc or th e i r analyses, 

applicants attempted to survey mlnll^indbrldge t r a f f i c in a study 
M ' T t r t f r ? ^ * specific attention to 
K̂ B t r a f f i c . I^ie railroad protestants and APL variously 
c r i t i c i z e these l i m i t e d studies of MLB t r a f f i c . Their c"itlcisms 
?o!lows;' '•̂ "'-̂  *"<5 c*n be summlrtzed « 

^ Applicants and DOT studied only mlnilandbrldge t r a f f i c 
thereby excluding 'rom consideration any competitive impacts of' 
the ;r,erser on ralerobridge, landbridge and domestic offshore 
l e ^ , mainland-P'jerto Rico) container t r a f f i c . (Tr. 4 ' i 2 - l 5 ) . 

2. To the extent MLb t r a f f i c .as studied, the ai'al,.' 
r e a t -lcted solely to MLB t r a f f i c moving between Los Angele 

two foreign trade routes, the Far Eaat-Cul; .,aot 
««»t Coast-Europe Trade route. Excluded were ^13 

^ " l "'^^ """^ ' ^ l " the Gulf Coast) and 
^ n i t h i ^""'^ America, the Caribbean nationa, A f r i c a . 
Zeil,nri T'̂  ' '''' =°"t Aua t r ; i la / Ne'V Zealand via the West Coast. (Tr. 16,959-17,001). 

,P,or..,^;.,f'''''i'^*"''' «'"'"°"eously characterized the relatlons.'ilps 
among railroads, ocean carriers and actual shippers of MLB 
tr a f f . - - Appiioant.i claim that the relationship between 
whiir? -H*" •^'-'-le'-s 13 Simply that of a partnership 
! ? ' r t h c a r r i e r collects the revenue and divides I t 
with the railroads, with the leverage clearly on the side of 
ocean carriers because of all-water and alternative MLB route 
ocmpetIt Ion. 

Prctestant.-i point out, railroads must compete with each 
other to o l f e r rate divisions and services to ocean carriers 
which arr. consistent with the ocean c a r r i e r . ' operatlona. 
Further. «LB aervlce via other West Coast - .-t.s^nd r a i l r o a d 

r r ^ K i l t ^° ""'^ ^"^^ ^ '^^^ ^'"•^'^ "°t substitutabie 
fron, either a cost or aervlce viewpoint In comparls.^n with ^he 
Los Angelea - Gulf Coaat routes via SPT or ATSF (See thf» 
r l ^ '-ulllT °T/'''^ evidence above. Exhibits KCS-14, KCS-ls. and 
Tr. 4679). There la general agreement among the parties that the 
rates charged shippers by ocean car r i e r s have l l t t l ^ relatlonsh^n 
to the rate or di v i s i o n charfe,.-d the ocean carriers by the ^ 

- 33 -



Finance Docket No. 30400. et a l . 

rallroaas. Possible exceptions to the situation may occur In the 
case of low-value commodities sich as cotton or realna moving MLB 
to the Far Eaat. (Tr. 8784-8737). 

As we stated ear", l e r . our decisions exempting r a i l TOPC/COPC 
and boxcar t r a f f i c :-eltuer addressed specific markets or 
competitors, nor prec:.-.ded further consideration of competitive 
impacts on tha t r a f f i c resulting frcm r a i l nergers. The aome 
conclusions hold true with respect to our decision exempting r a i l 
per'ahabl-s traffic.33/ Alth^ug: we did not rely on r a i l 
intramodal competition as a reason for granting the perishables 
t r a f f i c exemption, the record here unequivocally showa that In 
specific markets served exclusively hy ATSF and SPT, r a i l 
competition between those two carrlera has actually become more 
Important aa a result of deregulation. A prime example of such 
markets Is the fresh f r u i t and vegetable t r a f f i c originating In 
-he San Joaquin Valley of California, and the testimony of 
Sanicist Growera, Inc. (Sunklat) ia typical of the testimony of 
ot.her S&n Joaquin producers and their customers. 

Sunklst. an agricultural cooperative that .narkets fresh 
citrus f r u i t throughout the Unlto-d Statea, Canada, and abroad, 
Tust reiy exclusively on ATSP and C f for the origination of r a i l 
t r a f f i c to the Northeast and C&nada. ATSP and SPT have 
historically competed for Sunklst's cr a f f i c , and Sunklst has 
relied even mora heavily on this coopetitlon since deregulation 
because the free market has dictated improvements in service and 
rate "evels. Service compecition is extremely important to 
Sunklst in terma of obtaining .dequata supplies of refrigerated 
boxcars and t r a i l e r s . 

Por Sunklst, Saata Fe la (.nf dominant TOPC origin carrier, 
while SPT dominates the orlglnati'-.'.s of refrigerated boxcar 
"•raffle In Sunklst's experience, motor competition is not 
algnlflcant for the key market.? cf Montreal. Boston, New York, 
Philadelphia and Toronto. About 60 ;>ercent of Sunklst s products 
nove to this region, and the r a i l snare of tha t r a f f i c to the key 
markets is aa follows: PhiladelpMa. TO percent; New York, 85 
-ercent; Toronto. 38 percent; Boston. 90 percent; ard Montrea. 97 
•'•rcent. In recent years, r a i l shipments have .ncrea.-ted, 
•"ar'-l-'ularly In TOPC aervlce. Refrigerated boxcar service 
Actually is competitive with TOPC service. In part because the 
typical refrigerated boxcar shipment now exceeds 50 tons. 

Contrary to applicants' assertions that citrus f r u i t Is 
aource-oompetitlve and that applicants would therefore be 
constrained from .--e is ing races on tne t r a f f i c , Su"''̂ '̂  .P̂ "̂̂ ' °f 
that California and Arlr.ona oranges are seasonally complementary 
-o pi-rida-'^exas orang'.s. Further, Florida oranges primarily are 
;roc«sed into frozen concentrate, while -California oranges are 
uri.marlly sold as fresh f r u i t . Variations in demand for other 
^•Itrus products alsc preclude direct source substitution. ̂ . r . 
977U_979i, and 9a5-'J-9855 ). 

Another San Joaquin Valley agricultural shipper presenting 
evidence wa.n Galoot, Ltd. ^Galoot). This shipper Is a 
3 600-member cotton-marketing cooperative that markets 
iBproximately 2 million bales of raw cotton annually from both 
-he -an Jc!.quin Valley and Arizona. Calcot acts as i t s owr 
"L̂? ,;!nr °fn,olMator shippi.Tg about 5.000 boxcars and TO'C 
?ralT!rs ^early'to th; 3outhe2!t as well as other TOPC shipments 
to o i I f and west Coast ports for exoort. Calcot is the Urgest 
cotton shipper in California. 

33/ Rail General F.emptlon Authority - Presh Fruits and 
Vegetables, j 6 i LO.u. . : i l (1979). 
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copper producta. petroleum products and chemicals. Prom t h e i r 
standpoint, contalnerlzatlon of t h e i r carload t r a f f i c would not 
be economically J u s t i f i e d the bases of th e i r own production 
methods and/Or the cost of transportation by truck. In the case 
cf chemicals, safety considerations were cited aa additional 
factors necessitating r a i l movement. 

Various witnesses presented by applicants alluded to source 
and product competition as a constraint on applicants' combined 
market power. Methodologies employed ranged from another 
"screen" to caae studies. As with the portions of the studies 
already discussed, applicants r e l i e d heavily on assurapticns 
instead of facts to Justify exclusions of broad categories of 
t r a f f i : from further consideration as relevant subjects of 
analyals. 

We w i l l next discuss a p p l i c a n t j ' case atudies. These 
constituted t h e i r best e f f o r t to demonstrate that motor c a r r i e r s 
are actually a reasonable substitute for r a i l c a rriers and c n 
adequately constrain r a i l rates, thus dlmlnishl.hg tae 
significance of a high r a i l market share and expanding the 
relevant product r.arket to Include transportation by truck. 

Applicants made two e f f o r t s to show that because motor 
transportation Is s u f f i c i e n t l y substitutabie for r a i l , " a l l rates 
would be adequa-eiv constrained. The f i r s t present.-"l.on focused 
on national a,igr'>g-it.-d s t a t i s t i c s . In response to s •S'St •ntla'". 
c r i t i c i s m , i rebuttal study was presented through 39 .ase r-. lies 
that sought to compare motor and r a i l rates for 39 - ^ - - I f l c 
commodities over one or more specified geographic flows. 
Shippers, brokers, and motor carriers were telephored and asked 
whether and for what rate they could ship a commodity between two 
points. These examples sought to compare motor ratea with r a i l 
rates, showing the distances of movements. The examples were 
selected to rebut t r a f f i c flows i d e n t i f i e d by government parties 
as competitive prob;.era.'̂ , but applicants' study "did not . . . t r y 
to f i n d the points Khere today s i g n i f i c a n t amounts of p o t e n t i a l l y 
competitively Impacted t r a f f i c are moving on those two railroads 
. . . ."3*'/ 

Of the 39 case studies, the following teble demonstrates 
that 26 show the lowest truck rate to be at least 22 percent 
higher than the lowest r a i l rate. Even i f we oculd rely upon 
applicants' present.-itlon, these .'ate d l a p a r l t l e . are s i g n i f i c a n t . 

COMPARATI'/E RATES-35/ 

Case Study and Flow 

13. »4 - grain 

Council Bluffs ~ U 
Council Bluffs - Brawley 
Council Bluff!. - Long Beach 
Kansas City - LA 
Kansas City - Brawley 
Kansas City - Long Beach 

Percent By Which 
lowest Truck Rate 

Exceeds Lowest Rail Rate 

78J 
79X 
79* 
1045 
86X 

106X 

34/ Tr. I'',529. See Tr. 17.560. 

35/ UP, supported by other protestants. sought to heve the 
testimony stricken. The motion was based on procedural and 
substantive c r l t l j l s m s . See Tr. 17.983-13,004. 
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^o^^^'^^n^i^iett^roriirii.^i'ii^^ 
^i-:^rn'^t:i^l^;.ti^-,^i^£k^ 

r^'-'^^^'-^tit^^^'^e-iid!^ 
l o c a t i o n s . Because Calcot nas plants l,ocat;d'o; both sSf I ^ ' 
ATSP, even though the plants are served e x . - - ' ? 
o the r , the two ra i l roads have b ^ r c o ^ e U ^ d 4 c f ^ e r ' c o l ' r . r i t ? ' ' * 
rates and service at a l l p lan ' s Whi"« ' P ^ >,-'f ^ ̂ ^^ef competit ive 

caoL,''""'-'" ^ " ° ' " ^ 2 ^ - SteS lnd ? n L m = i e n t ' ^ ' 
a v a t l a o L i t v T ' " " i ' * " '̂'̂ ^ '"^^^ * boxcar) ^ ^ T ' 
: U h ^ ' " i c ' r ^ r ^ ^ : S r â ?to"n' ̂ 'hlghi;^:e^%^^°^lL*^!? 
demand, truck service Is not r.*l a b l e " e c l i i e i ' ' " . ^ ' ^ ""^ 

;CU?:" - - d l ^ i ! e s " L \ " % % u ^ p m : r % ^ % r r t a g e a 

f^^^^^H^:"'-"'"'*--"'^-"-
c t n c l t a i o n a ? " " ' " ' " t s t a n t i a l l y d i s t o r t e d ' 

to e x = 1 u ^ ' e ' ! e r ' t a l " r a n ' ' : r a ; f r T ' " 'r" =-P«'tlv, studies 
a n a l v s i , onl . ̂ , t r a f f i c from f u r t h e r competitive 
f"om ro^;,.. . r " ^ ^" *̂<='= e l l n l n a t r d Calcot's t r a f l c 
a«d%irrau""*raff.c'rrL''^^*":'- el l m l n l t e d I l s P 
or , r^oml^HT. consideration i f mo.-e than 50 per-ent 
vosc I r t ° t J "'""•̂  ^''^ "^^"^ any .mode ..ost of t.'-e commodity groups excluded were 2-d l g l t Standard 
•-l"f^rr,'*"°" -^ommodlty Code (STCC) groups wh !h in^e^'^'* 
-%amDre c I l ^ S ^ ? * " ^ l i * " " a r i e t l e s of specific comm^duLs. For 
^ a r ^ P r o d u ^ s whlch°?n°rH'** ' ' ^» l"='^cled in S^̂ ? 01. 

.arge-volume. bulk mcvementa of grains to s m f l l - v o i ^ * h i^h i 

.^hlppsra spp.ar ln^ an b . h a l f of Union Pac i f i c c « . . . i r . . H . . . . . 
t h . l r t r a f f i c -.a „ = I u a . d ™ a , r appUc.nta- L n t a i n , " I ^ u , , ' ? " 
•c , - . . , , , H , . a . anipp.ra p r c i c c , a t e . l and b l . a t " r a L r S r o i i ^ , . 
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#8 - aggregates/clays 

Bontonlte - Houston 
Belle Pourche - Houston 

»10. 111. #12 - Llqv < chemicals 

Houston LA ( g l y c o l 
(toluene) 
(acatona) 

014 - sodium compounds 

LA - L i t t l e Rock 

»15 - aaphalt 

LA - Phoenix ( l iquid) 
Bekoraflald - Phoenix ( l iquid) 

l i b - petroleum l u b r i c a t i n g o i l s 

Houaton - SP 

#16 - corn syrup 

Cedar Rapids - LA 
Springfield • i.A 
Davenport - U< 

019, * 3 l , 1*32. #33 - paper products 

Portland - LA (flbreboard) 
(wrapping paper) 
(newsprint) 

»21 - iro n or s t e e l bars or pipe 

Bes, imont - LA (bar) 
Beauraort - SF (bar) 

#22 - cement 

#23 

Dallas - Ar.arlllo 

i n d r . t r i a l sand 

Minneapolis - Fresno 
LaCrosse - Fresno 

24% 
23X 

165X 
147% 
165J 

32J 

80t 
102S 

26X 

67t 
53X 
66 X 

981 
50X 
39* 

"Ct 
43X 

St* 

91* 
94* 

#25 - soybean cake 

Sioux City - LA 
Sioux City - Fresno 
Des Moines - LA 
Lincoln - LA 

#26 frozen foods 

LA - Chicago 

LA-KC 
Stockton/Fresno - KC 

#27 - canned goods 

LA - Chicago 
Stockton - Chicago 
Stockton - Atlanta 
Stockton - Rochester 

'•Not 
"Not 
"Not 
"Not 

(frozen c l t r u a ) 
(frozen fooda) 
(frozen foods; 
(frozen foods) 

truck Corapetitive" 
truck Competitlve'-
truck Competitive" 
truck Competitive'* 

25* 
25* 
53* 
53* 

38* 
46* 
23* 
38* 
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#28 - wli-.e end brandy 

SP/Stookton - Chicago (boxcar) 
SP Stockton - Miami (boxcar) 

129 - granulated sugar 

SP - Chicago (bulk) 
SP - Dallas 

#3^ - Iron, steel or aiumlnum scrap 

Fresno - SF 

#36 - soybean o i l 

Minneapolis - LA 
Kansas City - LA 

•37 beer 

LA - Phoenix 

#39 ~ native asphalt 

Dabney TX - Beaumont TX 

22* 
42* 

76* 
40* 

40* 

41* 
31* 

45* 

67* 

•SFSP-52 VS Baker at 64. 

Were we to accept the case studies at face value, we would 
conclude that applicants failed to prove motor-for-rall 
subatltutablilty. A substantial number of ratea presented are 
too high to offer a reasonable constraint on r a i l market power, 
and are much higher than DOJ's Merger Quldelines' "small but 
significant nontransitory" test of five percent a year. Merger 
Guidelines, at 2.11. 

In addition, the study does not provide adequate r e l i a b i l i t y 
to Indi.-dte actual substltutabllity. Wa cannot give any weight 
to the study .as evidence of motor-for-rall substltutabllity for 
several feasors. Selective use was "loe of the Information. 
Potentially damaging information was discarded. Supporting 
papers were ,'!i-avlly redacted u..* tc ̂ iilppers' use of alternative 
nodes, so as to call Into question the validity of both r a i l and 
motor -ateu Much of the study is based on hearsay without 
corroborating lata. 

The r a i l -ates provided by applicants were subjected to 
continued revl.ilons and dispute and could not be ŝ lo-wn to be the 
lowest avallab: e r a i l rates, against which to oomptre truck 
rates. Applicants made two formal "errata" f i l i n g s to both r a i l 
and mr Cor ratea on July 26 .and August 1. 1985. Addition*.! 
refinements to the rates were made aa applicants' witness 
teatlf'»d. Some rates were demonstrated to be subatar.tlally in 
err . du-"inn cross examination. Some rates were simply withdrawn 
in responae to protestants' crlticlsna. .Rail contract rstes were 
incomplet ? aa p-esented. UP counsel pointe-" out that by the time 
the dust had c;eared, 108 changes had bee: -'de to 105 rates 
presenter-'. 

The r:i:cv:.ng determinations, contrary to applicants' 
study's findings, were possible: 

1. Applicants finding that r a i l and truck rates for cotton 
shipments were v i r t u a l l y Identical was Inconsistent with Calcot's 
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witness w?.o stated: "The r a i l rates, ttotr ooxcar and TOFC. that 
Calcct pays for shipi.ients of cotton from the San Joa-^iin Valley 
to t- r Southeast are well oelow the Icwest trucK rates 
avail i b l e . "^/ 

Applicants' f i n d i n g of no difference between mc tor ard 
r a i l rates for transcontinental potato raovem.^nt3 was inc-inalstent 
with DOT reporting of 50 co 99 percen': higher irotor rates. 

3. Appiicanta alleged that there was no difference between 
moto.- and r a i l rates for plastics movement, but applicants' 
witness admitted that the percentage d i f f e r e n c i for hulk 
movements "woul.l approach 80 to IOC percent." 

4. Both the motor and r a i l rates on lumber from Seattle to 
Phoenix were admitted "to be a mistake." 

5. The TOFC rates from Loa Angeles to Houston were admitted 
to JO up to 33 perent higher by truck, although the study shows 
then to be only 15 percent higher by truck. 

Numerous r a i l rates that were lower than those r e l i e d upon 
were not provided because of appiicanta' opinion that they were 
not presently being used. 

T r a f f i c an.l contract rate Information was provided the 
witness t.hrough applicants' counsel. However, he was not 
provided with a l l -elevant information. Por example, TOFC 
Information was rot provided, because I t was "too sensitive." 

The witness admitted that ". . . there are some corridors 
where r a i l costs are sigr .f'cantly below truck costs and only 
appl-i cants provide competitive service." He also admitted ..hat 
I n t e r l i n e r a i l service provides competition that trucks cannot, 
for example, for movemen',a of aoybea-i meal to Freano. 

Numeroua conceaalona were made Chat the case studies were 
either Irrelevant or inappropriate. For example, the studies 
concernl.-.g sodium compc-inds, plastics and wheat f l o u r compared 
bulk r a i l r-;tes with packaged motor t-ates. A comparison of the 
bulk motor -ate.s Indicated motor rates that were twice as high aa 
those quot..i. The witness admitted that motor ratea 
(unspecified,' were too high to handle bulK shlpm.?nts, I'or 
example, of petroleum o i l and chemicals. He further admltt-sd the 
following commodities can be transported s i g n i f i c a n t l y leas 
expensively by ,-all than truck: grain, clay aggregates, aodlum 
compounds, and corn ayrup. The witness could find no truck 
movements of grain for Caae Study #3 because of p r o h i b i t i v e l y 
higher .-'otor carrier coata. 

TOFC information waa present.jc as i f i t Included COFC 
t r a f f i c when I t did not. Motor c a r r i e r coata and races were 
predicated on backhaul operatlo.is only. Ifet, for important 
examples, such aa grain and paper in t o Phoenix, and for corn 
syrup, backhauls do not generally e x i s t . The witness admltt.'d 
that the lack of backhaul.-H wouid approximately double motor 
costs. 

Comparisons were made betweijn motor transport of one 
commodity with r a i l transport of -mother, aa I f the two 
c.ommodltlfrs were substitutabie when tney wer? l o t ; f o r axample: 
l i q u i d asphalt and black as.ohait. When a cor-ptrlson of motor and 
r a i l could not be made, the witness relied upon source and 
product competition, for example, petroleum products, iron and 

36/ A l l quotes are f.'om Testimony presented Au,',uit 22. 198"̂ . See 
'TF. 17,478-17, 726. ' 
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s t e e l , and sodium compounds. No supporting evidence as to 
whether the,«» product; were in fact substitutabie waa presf nted. 

Reliance was placed on subsequent local d i s t r i b u t i o n costs 
to Include p o s t - r a i l movement motor d e l i v e r i e s , but no o f f s e t t i n g 
savings for shippers that result 1rom r a i l d i s t r i b u t i o n were 
considered. Applicants' witness t e s t i f i e d that some shippers 
"ship v i r t u a l l y 100 percent r a i l to save on the warehousing 
cost." And the importance of r a i l service to warehouses for 
perishable and frozen food shippers and for canned goods shippers 
was ignored. 

The witness also t e s t i f i e d that heavy loadi.-igs, long 
distances, hit,h volumes, and loading inveatraents by stiippers, 
etc., were determinative of whether motor carriers could conpete 
with r a i l . No attempt was made in appiicanta' presentation to 
quantify the amount of t r a f f i c affected by those consider-1lone. 

"The p r i n c i p l e [ s i c ] issue is the degree tc which trucks j r e 
Interchangeable with railroads from the perspective of ahippera 
so that they can act to constrain railroads' rates and services 
to competitive levels." UP Control, 366 I.C.C. at 672. I f the 
rate and service d i f f e r e n t i a l s between r a i l and motor 
transportation are s i g n i f i c a n t l y great for a substantial amount 
of t r a f f i c , ao that motor service is unlikely to constrain r a i l 
monopoly behavl.-r, the relevant proouct market ahould be defined 
as transportation aervlce provided by r a i l c a r r i e r s . 

Applicants' market impact stuaies are replete with errors of 
assumption and f a c t , and i n t e r n a l inconsistencies. Their 
adoption of DCT's methodology late In the proceeding compounded 
the problem be'.auae DOT exclided exempt t r a f f i c from 
consideration. Both atudies had as t h e i r main thrust the effect 
of the merger on tranaportatlon rate competition, with on^y token 
acknowledgment of service competition. Railroads are in the 
business of sel^ing railroad transportation service. Price 
oompetitlcn for r a i l service can be and is important where r a i l 
service is t r u l y competitive with transportation service provided 
by other r-,odes, - applicants and DOT eradicaied »11 but an 
i n s i g n i f i c a n t ai.-i .,-,t of r a i l t r a f f i c from study. 

DOJ. l i k e applicants and DOT. r e l i e d on a screening pr-.cesa 
to define .-elevant raarkctc, alth=-,igh DCJ'a acreens were not as 
exclualonary. Nonethelesa, DOJ assumed that i f non-rail modes 
handled 50 percent or more of a commodity between origin-destina
tio n pairs f i n those Instances where raoveraenta of the commodity 
exceeded 10,000 tons by r a i l ) , the non-rail mode waa substituta
bie. While DOJ's me';hodolcgy waa to look at a l l r a i l t r a f f i c , 
including exempt t r a f f i c , and then to apply screens auch iC the 
one mentioned above, the asaumptions in the screens were almost 
a l l oriented to the conclu.slon that a large market ahare held by 
other modes, or, in some i-iatances, by other railroads, 
constituted s u b s t l t u t a b l l i t y for applicants' services. We reject 
that conclusion. 

Several of the opposing partlea preaerted modal share data. 
As la generally known, and aa demonatr,o"-ed on thla record, market 
share data for trucka and water c a r r i e r ^ :arry a high degree of 
Imperfection due to an absence of uniforrr, data reporting by 
private and exempt c a r r i e r s , to the extent they publish data at 
a l l . Further, aome of t^e truck data sources rely on 
observationa taken al th« ihlpper'a loading dock and may not take 
i n t o account H subsequer.i, haul by r a i l in TOFC aervlce. Thus, we 
recognize thnt the modal share data uaed by a l l partlea are not 
precise, and we must conclude that such data offer only an 
Insight as to the magnitude of the market shares held by each of 
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the various codes. Such data do not offer an Insight Into the 
general substltutabllity of one mode for another.37/ However, 
there are modal share data of record here that suggest the 
effectiveness of the various modes in specific geographic markets 
In exceaa of 1,000 miles. 

Table 1, already discussed? shows the few commodity groups 
that ,TiOt,or carriers handle In excess of 1,000 miles without 
regard to specific geographic markets. Using '.n updated and at 
leaat p a r t i a l l y corrected set of data I n i t i a l l y used by 
applicants. Union Pacific produced the following overall r a i l 
shares of t i t a l transportation for certain maricats In excess of 
1,000 miles 

Geographic .Market 

Southeast to S. Cal. 
Gulf Coast to S. Cal. 
S. Cal. to Southeast 
San Joaquin to Southeast 
Southeaat to Bay Area 

Rail * of Total 

66 
60 
52 
75 
60 

Table 2 (see Appendix D), is also based on data presented by 
Union Pacific and showe modal share data for t r a f f i c flows 
between San Francisco and Los Angeles on the west, and Houston, 
Dallas, New Orleans and Atlanta on the east. Of particular 
Interest here Is the information In the footnote to Table 2. 
This shows that, where railroads have a relatively low share of 
tot a l t r a f f i c In one direction between major c i t i e s , the non-rail 
mode having the largest share handles large volumes of pp.rtlcular 
commodities. Special note also should be made of the r a i l flows 
from San Francisco to Dallas and .S'ew Orleana and from Atlanta to 
San Francisco: Each of these flows ahows a r a i l share of less 
than 50 percent. On the eastbound movements to Dallas and New 
Orleans, the truck shares are dominated by shiprcents of farm 
products and food products. Prom Atlanta to San Francisco, about 
one-sixth of the truck share ia comprised of food products, wnlle 
another one-third involves textil e mill products. Thus, the 
Atlanta to San Franciaco market represents an excepcion to the 
general conclusions we have reached. I f the record were 
all-encompassing of t r a f f i c fl-ows between major pairs of c i t i e s , 
other exceptions undoubtedly ŵ  :.d surface. 

Ve note, therefore, that .tiodal share data are Influenced by 
geographic definition, and the Atlanta-San Francisco t r a f f i c flow 
is a case in point. There, r a i l share is 4fl per,ent, but when we 
consider the entire Southeast to tho Bay Area (s.e the small 
table above), the r a i l share Is 60 percent. Protestants rather 
unifcrmly and accurately criticized applicants' u.e of geographic 
market definition on the basi.s that relatively sma: 1 rail-served 
areas -were being compared to .r.uch lirger geographic .-rea."? with 
the result that r a i l shares were uncerstated compared to truck 
shares. 

Applicant.*, DOT, and DOJ have .11 placed a great deal of 
weight on rate competition while vl.'tually Ignoring service 
competition. Including the economic fe a s i b i l i t y of one .mode 
physically to substitute for another in tonus of unit capacity, 
shipment volume (other than for obvious bulk cocmodiiles), 
scheduling, equipment ownership and ava i l a b i l i t y , r e l l a o l l l t y of 

37/ In UP Control, 366 I.C.C. at 671-672, the Commission 
recognized that a nontrlvlal snare for trucks In certain markets 
loes not Imply chat motor carriers are generally substitutes for 
railroads; ratner, the nature of the substitution must be 
underatood. 
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service, and. where s i g n i f i c a n t , t r a n s i t time. The methods uaed 
by these parties to determine the competitive impact of the 
proposed merger were .;ach designed to "back Into" a relevant body 
of r a i l t r a f f i c subject to anticompetitive consequences. I t 
would have been helpful i f each party had begun by using the 
t r a f f i c data available to the applicants from t h e i r own records. 
I d e n t i f y i n g movements to or from points where the number of r a i l 
competitors woull be reduced to at leaat 3 or less, and 
systematically interviewing the shippers/recelverb of those 
movements to see i f other option;, were available to them. 

Great emphasis has bee.- placed by applicants, DOT, and DOJ 
on the absolute amount of tonnage in specific movements that have 
beer " I d e n t i f i e d " aa having anticompetitive consequences from the 
propoaed merger. Theae numbers r e f l e c t a s t a t i c world. Mucii of 
the t r a f f i c data were for the year 1982. i t may w t l l be that 
1982 was not t y p i c a l , being a recession year. The point I.', that 
r a i l t r a f f i c volumes are anything but s t a t i c for an indlviCual 
c a r r i e r , l e t alone the industry. Shippers and receivers, even in 
"basic i n d u s t r i e s " , are constantly changing, as are the products 
produced or used b> t.>era.3o/ 

As discussed at length abo-«e, the record makes I t aour.lantly 
ci- ar that the relevant pi-oduct n.arkv't here is railroad f r e i g h t 
tra-ispr--tation. Equally as ciear is the necessity, to the extent 
our authority permits, for this Commission to aasure the 
contl'iuation of adequate levels of r f l l int.amodal c-orapetltion. 

Geographic Market 

Geographic marketa must "correspond to economic r e a l i t i e s . " 
Brown Shoe, 370 U.S. at 336. We recognize that railroads " s e l l 
t h e i r geography," UP Control, 356 I.C.C. at 505, so the 
d i s t i n c t i o n s between product and geographic markets may tend to 
blur. Under section 7 of the Clayton Act, we must exa.oi.ne 
s i g n i f i c a n t submarkets where the transection may "substantially 
. . . lessen competltio;i." Brown Shoe, 370 U.S. at 325. 

There has been no attempt on the record to uniformly define 
relevant geographic corridors, although d e f i n i t i o n s lere largely 
consistent among the parties. Por purposes of this prooeedlrg, 
the following corridors within the Western D l a t r i c t c c n s t i t u l e 
the relevant geographic marketa (theae d e f i n i t i o n s are geographic 
aa opposed to being d e f i n i t i o n s ol specific c a r r i e r routea): 

• 
1. Central Corridor - Northern California and Cregon 

through Ogden and Salt Lake City to the Chicago, Krt.-.sas 
City and St. Louis gateways. 

2. Southern Corridor - California through Arizona, New 
Wexico, Texas, Tiouisiana and Arkansas to the gateways 
of New Orleans and Memphis. 

3. Pacific Coast Corridor - Washington, Oregon and 
C a l i f o r n i a . 

4. Intra s t a t e l a l l f o r n i a Corridor - Bay Area to the Los 
Angeles Easln. 

5. Midwest North-South Corridor - Kansas to Louisiana and 
Texas, Including Texas border crossings to Mexico. 

38/ ,..n f a c t , SFSP's Chairman '•'•Med upon expected ralj, t r a f f i c 
growth in the t e r r i t o r y s? -ved by ATSP as a reason for advocating 
the merger to the SPI Boa-d of Directors. Tr. at 258. 
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Each of t.he applicants and ••rsponaive applicants operatca 
routea .n one or mo.-e of the ab. ve corrldora. Aa a preliminary 
matter, a b r i e f description of these routea la necessary to 
provide a proper context f o r clsousslon of the r«.ll marketa 
relevant to the proposed merger. 

In the Ceni i l Cor 
Area through Salt Lake 
Omaha/Council B l u f f s , . 
St. Louis via Kansas 01 
Ogden, and from Kansaa 
frcm Ogc<— through Salt 
v i a Pueblo. Both appll 
through W. Coiton (SPT) 
through the Southern Co 
where main llnea extend 
beyond to Chi-ago. and 
Louis. 

Tldor.. Union Pacific operatea from tho Bay 
City, Cgden, Cheyenne, and Denver to 
hanoo via connectlont to Chicago, and to 
ty . SPT operates from uha Bay Area to 
City to St. Louis, aio Grande opera:es 
lake City to 'Oonver and to Kansas City 

cants have routea from tho Bay Area 
and Baratow (ATSP) thence eastward 

r r l d o r to points in Now Maxlco and Texiis, 
northward to Kansaa City. ATSP extends 
SPT extenda beyond to St. Louls/E. St. 

In the :aouthfc,-n Corridor. SPT operates froo tho Loa Angaloa 
3aaln eastward through cho southern portions of Arizona and Now 
Mexico, Texas, Arkansas, and Louisiana to Memphis and New 
Orleans. AT'P operates '-om the Los Angeles Baain oaatward 
through the northern portiona of ArUo.na and Now M xlco to 
gateway? in (1 :> Texas, p r i m a r i l y Dallaa/Pt. Worth uid Sweetwater. 
a.nd ( i ) Oklahoma at Avard. ATSP Southern Corridor t r a f f i c 
moving to or from polnta eaat of these gatewaya la handled by 
connoctlona. Union Pacifio oporacoa from El Paao to Now Orleana 
via Dallaa/Pt. Worth. riBoiia 

The Pacific Coaat Corridor contalna an SPT sl n g l o - l l n o route 
.rora Southern C a l i f o r n i a north to Klamath Palls and Portland 
each of which are gateways f o r t r a f f i c to/frum points In 
Washington and other p o l n t j north of SPT llnoa. ATSP's route 
extenda from San Diego and the Los Angelea Baaln north t, 
Stockton. Connecting routea beyond are provided by UP from 
Stockton to aieber, CA, tnonco 3N to the Pacific Northoaat. A 
h l g r l y c l rcultoua route Is provided by JP from the Loa Angelea 
Baain to S j d t t l e .-la Salt Lake City and Portland. 

The Intraacat* C a l i f o r n i a Corridor Is served solely hy 
ppllcantsT SPT has * wo routes, one along the Pacific Coast, the 
ther via the San Joaquin Valley. .ATSP operates from San Dlogo 

through the Los Angelea Baaln and Barstow to Richmond (In tho Bay 
Area). ' 

P i n a l l y , the Midwest North-South Corridor Is se-veJ by 
routea of several railroads operating from Kansas p its to t.he 
o u l f . ATSP, UP. Katy. and BN operate from Kansas polnta south to 
Houston/Galveston via Dailas/Pt. Worth. KCS, A.^r and UP operate 
from Kansas to Beaumcnt and Dallas, and KCS aid UP .ilone operate 
d i r e c t l y from Kansas City to New Orleans. SPT lines m t.ila 
c o r r i d o r extend from Dallas/Pt. Worth to tho Texas Gulf ports am 
New Orleans. Only SPT and UP have lines extending southward to 
Brownsville, TX. Other Mexican border crossings are described 
l a t e r . 

ATSP and SPT common points where the number of serving c'.ass 
I l i r e - h a u l railroads would be reduced to only one as a result of 
tho merger, are l i s t e d below. 

ap 
o 
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Arltona 

Phoenix 

California 

Antloch 
Bakaraf'.old 
Bolnont Ave 
Exeter 
Pamoao 
Pr^ino 
Hanford 
Llndaa> 
Madera 
Maltha 

(Slk) 

Martinet 
Norood 
Oakdalo 
Oil Junction 
Portorvillo 
Strathmore 
Tulare 
Vlsalla 
Mojave 

Now Mexico 

Coming 
Vaughn 

•Iplno 
Caldwol. 
Cleveland 
Eagle Lake 
Kountco 

Mcgpofcop 
Newgulf 
Rosenberg 
Tenaha 
Wharton 

Note: All of the CallfomiJi .-xjints except Antloch, Martinez, and 
Kojavo are locatad In tho San Joaquin Valley. 

Each of tho applicants presently aorvoa largo geographic 
areaa aa an exclualve class I line-haul railroad. In Oregon. SPT 
exclusively servos i l l points on Its lines except those between 
and Including (1) Portland and Eugene, and (2) Chemuit and 
K'unath o^lls. In California, exolaalve SPT territory extends' 
between (*; Klamath Palla, OR, southeastward to Planlgan, NV, (2) 
Klamath Palls and Medford, OR, southward to Chlco and Woodland, 
CA, in the Sacaaonto area, (3) from San Bernardino, CA, 
southeastward to Yuma, AZ, including the Imperial Valley, * i i (4) 
from San Jose southward via San Luis Obispo and Santa Baroarc to 
Los Angeles vthe Coast Lino). Santa Pe's exclusive territory In 
California jxtend.s from tho Los Angelea Raaln south to »nd 
Including Oan Dl-* • , and from Barsto*. ea.̂ tward to the Arizona 
border near Nocdi.e* CA, and Parker, AZ. 

Gererally speaking, other than Phoenix, AZ, and V»ugh-i a.d 
Deming, NM ATSF exclusively serves the northern portions of 
Arizona and New Mexico, while SPT similarly serves tho southern 
portirna. In central New Mexico, Santa Pe haa a north-aouth line 
betweer Belen (NM) and El Paao Including branch lires from Rlncon 
to Deolng and beyond. SPT's Tucumcarl line extenda northward 
from El Paso through Vaughn and Tucumcarl to the Texas 
Par.handle. In eaatern New Mexico, ATSP has an exclualve branch 
lino from Glovla aouthward through the Carlsbad area to Pecoa, 
T\, where it connects with Union Pacific. 

The exclusively served areaa generally desclbed aoove 
obvloj.-sly will not exoorlence any diminution of direct 
comr"*" 11'.ve service as a reault of ..he proposed merger except at 
the c:m-:,.n points served by ATSP and SFT llsteo earllei-. 
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above^must'be"':m^i:i^:i'""he°'coriiH'" ' " f — ^ ^ o r s described 

;nSc; i;-:iraE-J 

the l960-[98; perL-d ' (^ro^mlS's^muJlon*'*' T"" ' ^ ^ ' ^ ^ 
While the balance of the Unit^rt V r . l ^° 51-3 m i l l i o n ) . 

Of S l i g h t l y ovTr%rpe"rc%nt "^rom' 5r5'm'uUon^?^^t86^ 

percent m 1985. r e f l e c t i n g the shlft^^^'po^Juia^ti-o^'^*to t.he 

compared t:'?^r'baL%^c:"^?«thf"Sn^^ed^'s^*?^s°^n'^^ ' ' ^ ^ f 
sector is shown below for the l972-!982'por ,d? »*n"f*"urlng 

Percentage Growth in M«n,.̂ ..>,,r,n,-
F_lve-Stat? .^e^lon va—-gllance of I'.̂ A 

T TT^TJ^ 

State or Ret^ion 

Arizona 
California 
Louisiana 
New Mexico 
Texas 
Plve-State Region 
Balance of USA 

Value of Goods 
Shipped by 
Manufacturers 

(Percent) 

219 
218 
•07 
319 
369 
285 
137 

Source: KCS Opening Brief at U and 12. 

Manufacturers' 
Ca-Ital 
EA^ endltures 

I Percent) 

266 
• 13 
351 
292 
509 
430 
169 

rw,. a.^JI,"^^?'".*'"*"'^ P-«<=e with .-espect to ,;rowth In 
l^o.nVelnZ^'"''"'''''' -tall l.ti: .'V"" 

Percentage Growth In Sales, 
Five-State Region vs. tialance of USA 

T j 7 S - H 8 5 — 

State or Ref^ion Wholesale Sales Retail Sales 

Arizona 
Cal i f o r n i a 
Louisiana 
New .Mexico 
Texas 
Plve-State Region 
Balance of USA 

21/ 
218 
268 
239 
368 
278 
167 

192 
154 
177 
175 
218 
177 
121 

Source: KCS Opening Brief at 13 and 14. 

Sale of Services 

360 
351 
412 
219 
465 
378 
251 

.» 1 ^ l ^ ^ " ^ ^ '̂"̂ "'e data, while c e r t a i n l y not a l l - l n c l u a l v e 
amply demonstrate the fact that growth In the flv« q^o^ K A 
surpassed that of the balance of the U n l t P d M t e s *,nH ^^'^ 
date of record substantiate chat chL g^ow^h has b^.n ^ t ^ ^ ^ ^ " ! 
even through the recession years o f ' ? h f oa^^yTgSO •'or^uim^aC 
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:e^ved1n"whoi:'':r'?n'S:rt''l%''"*^L°\ T ^ ' ' / ' ^ ' ^ ' ' ^^^"^ 
by each of the .-a°ll Vrr^dors 'It' 1^^:" Ird'^^itlll'^'''^" 

:?:ie•r:[:.̂ :̂x̂ r̂e:̂::̂?lo°n̂"̂  —- --"̂  - -
is r a n o * l [ t . ' : T ' ^ ^ dete-mined that the relevant product -market 
is r a i l .reig.-.t transportation. The market shares held h / 
applicants are next examined In the r a i l corridors Uated'above. 

The Effects of the Propn.^e.i w..,̂.,. pn the Relevant MarKets 

Applicants, in th e i r reply b r i e f , argue that tho 
protestants' market share analyses generall! a s s L tc applicants 
a 100 percent .-narket sha.-e of a l l i n t e r l i n e t r a f f U In th l c h 
applicants p a r t i c i p a t e , regardless of whether auch p a r t ^ r l p a t i o n 
is an o r i g i n a t i n g , terminating or bridge c a r r i e r Ao-Lcants 
c i t e a hypothetical example where Union Pacinc orlM'na^es a 
shipment interchanges 1- to SPT. which ir. turn I n es i t 
to Conrail for delivery. Under this example. 2ppUcauts-!alm 
that protestants would a t t r l l u t e a 100 percent share to SPT ^•he 
record reveals that to the limited extent the apptlcan?a 
a t t r i b u t e d specific "market shares- Co individual r a t l r o a d , 
the r methodology using the same hypothetical exLple wo*l'" 
result m a 33 percent "markeo share" of the movement, 
e ^ . Tr. 5b29-32. Furt.her, t.he applicants' study a-ran-eJ 
! ? 1 i : ! ^ f " ^ ? " ' ' • ' " ' ' ^ ^ " instances so t-ha^'orlglns 
or destinations served exclusively by either SPT or ATSP ^Irt 
re'^uU-na Jn T r l t ' ^ t T " - e d by other r f l l r o a d s . 
soeel •^-*,vi?n^C K " " ^ f ? " " ^ " '"•'''**t Share held a^ 
specl, Ic points by applicants. Tr. 5032-46. 

The methodology espoused by applicants represents a 
convenient method for ignoring the market impact o" an 
SW*lnrt !'^R"''P°" point such as Phoenix, which Is served . n l , by 
oPT and A.SF. Fven i f the two carriers each originated 50 
percent of the r a i l t r a f f i c and each termirated 50 per-ent of the 

p^r i c l n l t i d V ' T '° « ^'^^ other railroads 
^nr?^^iS?, r.^" ""'̂  ^"^'''^ movement, t.he fact remains t.hat 
?n^rr? ^ Z*̂ "̂!; handle ICO percent of the raU 
t r a r r i c into and cut of Phoenix. 

analv^^i^V^r*"''?,' ' T ' " '"'P̂ '̂ ^''^^^ ^2) that protestants' 
analyses ..f r a i l r o a d marKet share data are of l i t t l e I f an, 
probative value. We find t.he contrary to be true. •" 

The Public U t i l i t i e s CoroR.lssior of t.he St.»te of California 
f r t r ' ^ ^ ^ r ' ^ K applicants' own d i t a 
uase. ThLs base consisted of che Coramlsalon's One Percent 
Waybill Sample for 1982 modified by the s u b s t l t i t t o n of an 
approximately 10 percent sample of applicants' t r a f f i c for the 
SntorP^^?r,"'" ' / " ' ^ ' ^ included In the Corrniasion aample. 
Union Pacific prepared analysea based on t r a f f i c tapes supplied 
by applicants togetner with Union Pacific's own t r a f f i c data f o r 
t.he year i983. This data base consisted of 2 percent t r a f f i c 
sampiea. The ATSF and SPT data were lim i t e d to points agreed by 
applicants and UP to be relevant to the l e t t e r ' s trackage r U h t s 
diversion study. Union Pacific therefore also r e l i e d on 198? 
data used by applicants (supplied by a consultant- The 
descrloed data .sources r e l i e d on by the parties are not "perfect" 
ll?..M^^.!^f^H'•'•• t°tal r a n t r a f f i c and subject to 
s t a t i s t i c a l adjustments for v a l i d i t y and r e l i a b i l i t y not 
materially a f f e c t i n g their use here. The results o" the analvs»s 
using the various data bases are very cloae. and we w i l l rely on 
the market share data next diacussed aa reaaonably accurate 
estimates. 
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aa a roLTr'nr°?v^^°"' competition between railroads 

oy i r r and A.SF. These points have been l u t e d previously. Each 
-nuiH .''""̂ "̂ r^-'^'f ^ California, Arisen... .Now Mexico a^d Texas 

^ r ^ " " ^ exclusively by applicants for the =cvement of Iny 
commodity to or from arjjr other point. ^ 

California is the .olvctal Scate in t^rms of issoc ut the 
Cen?r^ ^ ' n f i ' ^ r ^ ^ proposed merger oocauae t.he Pacific! 
Central, and Southern Corridcra a l l begin vor end) in 
Nork-il^;'; n-} *'^<^itlon. other than BN's U.ho from tho Pacific 
s ^ ^ v ^ r r '̂̂ "d -tnneotlon with UP). California Is 
aorved by only throe class-: line-haul railroads: the applicants 

?*olflc. Baiod on 1982 and 1983 data, the UP ha;d^ea 
l U T i L ^ ^ ' t ' ' °f California's r a i l tonnage, and 
applicants handle the balance—m other words, nearly 80 percent. 

t r , r , n ^ S : t 1 °^ ^^noluaion that railroads dominate 
transportation larkets of l.OCO mllea or more In length, we win 

lonrht.:*-^?^'-'*!.^'''''^"" "̂'̂  "^'•'^ PTtlcula? .^p.hlala on 
S in .linH in <^'""*^ conalderatlona .hould b^ 
kept in alnd in connection with thla dlacuaalon. 

. r r . J i ? * ^aa tradl-ionally analyzed competitive 
ap r̂ n?.„f ' ' ^ i l oonaolldatlons In parallel and end-to-end terms. 
JP£on|rol, 36b I.C C. at 505; Norfolk Sout.hern. 3C6 I.C.C. at 
216; Railroad Consolidation Procedures .^feTTTT c. 784 Ties* 
terms are analogous to ;Ke horizontal and vortical torralnoloav 
used under Clayton section 7 In t'rown Shoe. 370 U.S. at 323 
î „;'„r!''̂ :* • °'' tiof-liontal consolidations, concern compaî .iea 
invc.ved with comparable gooda performing similar functions: 
! u n n n i n ' , . r ^•"i°*\«o"»olld*t.on3, concern companloa in a 
auppiior-cuatomor rolatlonahlp. 

.Dn«.r"tZ^r^"'' "^'"f^??- ' ^ l i e tho propoaed tranaactlon may 
appeaFt3^3r-5T«HtTITTy parallel m nature, roquirlns cloae 
scrutiny because of tho proapect for elimination of competition, 
v s r t T r t r * . tranaactlon la a 
vertical one: north-south t r a f f i c in the Midwest to tho Gulf-

t r a f f i c through tho Central Corridor; and 
north-south t r a f f i c on the West Coaat. 

-....HT*^^'^ Effects: ATSP ai.J SPT Mnea are essentially 

Scuthern Corridor between Southerr, California 

v2ueTof CalfPornla:'''""'''"- ' " " ' ^ ^ i ' - Central 

*• -he Pacific Coast and California Intrastate Corridors 

Crly one carrier, SPT, provides direct alngle-line - a l l 
p!rTr?- '"""̂  Angeles Basin and Portland. OR, tho 
i t s f The most direct route competing with t 
P̂T 13 that provided by ATSF from c.he Los Angeles Basin via 
Barstow to Stockton, where connection is made with UP. whlcn In 
turn connects with BN at Bleber, CA. The BN lino continues 
aS", Mn' Ĵ»,fl̂ «̂th Palls and Bend, OR, to a connection with 
D f *̂  •'ishram. WA and routes to polnta throughout tho 
Pacific Nort.hwest. including Portland. Union Pacific also has a 
3lng.e-i.lne route between Los Angeles and Portland via Stlt Lake 
City and Ogden. which is highly circuitous (about 5̂0 alles. or 
39 percent longer than the SFT route). 

he 
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Baaed on 198:' data submitted by CPUC, 39/ the following 
tablea clearly show ^ppllcsnts' dominance oT Pacific Coast 
Corrlcor r a i l t r a f f i c . 

L.A. Basin to Washington (1 of tons originated) 

SPT 68.0 
ATSP 214.5 Total tonnage - 262.000 

'P 7.4 

Was li-^gt-)n to L.A. Basin (.* ol tons terminated) 

SPT 58.6 
ATSP 29.2 
UP 11.3 

A l l Others 9 

Total tonnage • 373 , 90.") 

L.A. Basin to Oregon (* of tons originated) 

SPT 81.8 
ATSP 16.8 Total tonnage • 377.900 

UP l . t 

Oregon tc LA. Basin (* of tons f * * t n < i ) 

SPT 90.8 
ATSP 6.7 Total tonnage • 2,475,?00 
UP 2.5 

Al l t r a f f i c moving, betweer th.? San Joaquin Valley and tha 
Statea of Oregon anc Wasniagton e l :her originates or terminates 
on applicants' llntis in the valley. Northbound, SPT originated 
74 percent of t r a f f i c to Wasnlnitor and 93 percent tc Oregon. 
Southbound the SPT termination errfntagea were SO pe-cent from 
Washington and 99 percent i rom :3£-Pfc n. Santa Fe In ea:h case, 
obviously, accounted for the balanc*. 

CPUC's evidence lndi,-Hte!» that SPT holds an 8l.3-perceMt 
s.iare of the r a i l market for Lea A ' i e . i to Oregon t r a f f i c and a 
90.3-percent shar" of t r a f f i c In the reve.-se d i r e c t i o n . ATSF's 
market shares ate small . althoigh coraprlaing almost a l l of the 
remaining t r a f f i c . Washington t r a f f i c la more evenly 
d i s t r i b u t e d . SPT .holding 68 percent of the northbound market and 
58.5 percent of the southbound market. ATSF's respective aharoa 
are 24.5 and 29.C percent. Although i t s wn lines do not extend 
Into Washington, ATSF participates in J o l n t - l l n e service with 
UP/MP and BN (these two carriers connecting at Bleber, CÂ  to 
move t h i s t r a f f i c . This servic; is d i r e c t l y competitive fclth 
SPT's s l n g i e - l l n e service and ciu^d expect to be dlsccntlnued i f 
applicants merge. Moreover, thf distances Involved dlmlnLsh the 
competitiveness of motor carria>e. After the merger, Santa Pe aa 
part of SPSP would no longer Se a part of the competitive 
ATSP-UP-BN route between the P a t l f l c Northweat and the Loa 
Angelea Basin-San Joaquin Valley area. Union Pacific would 
remain competitive in connection wich BN only for the limited 
area of Northern California served d i r e c t l y by UP, namiily, f,-om 
the Bay Area through the Stockton-Sacramento area. Th<' proposed 
oonaolldatlon thus would eliminate an Important competitive r a i l 

39/ CPUC-5, VS of Williams at 11-39-46. "Northern C a l i f o r n i a " 
consists of 5 sub-state areas defined by Williams and cjmprisea 
rougtly the BAV Ar<»n and the area eaat and north of I t . 
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option and have seriously adverae e f f r c t s j r t.ie o v e r a l l 
compotltive s i t u a t i o n in the Paclf-c • Corridor. 

The C a l i f o r n i a I n t r a s t a t e c o r r i d o r e-ttands from the Loa 
Angeles Baaln to tho 'ay Area, and applicants possess a l l three 
of the lines In the c o r r i d o r . Although 'nlon Pacific originates 
or terminates a very small share of the t r a f f i c moving through 
t h i s c o r r i d o r , i t is almost «?rtalnly t r a f f i - : Interchanged 
to/from applicants, e i t h e r one of wnlch p,-ovlded tho l i n o haul 
between the Bay Area a.nd the Los Angelea Eaaln. Union Pacifio 
t h e o r e t i c a l l y could provide .•i.ngle-llne se.-vlce -.la Salt Lake 
Ci t y , but t h l a is so -circuitous as to make I t an u n r e a l i s t i c 
a l t e r n a t i v e . Tho evidence submitted by the CPUC shows that 
applicants together hold a 90.2-porcent sna-o of t h i s r a i l 
t r a f f i c , which In 1982 amounted to 26,360 carloads, or 1.76 
m i l l i o n tons. 

Tho record doea not e s t a b l i s h chat ch,. nerger would create 
serious anticompetitive problems for Los A.-gei es-Northern 
C a l i f o r n i a t r a f f i c . CPUC tr e a t s Northern C a l i f o r n i a aa a single 
area, yet I t s owr analyals of the f i v e indl-/ld..ial sub-State areaa 
produces a varied picture of :he anticompetitive e f f e c t s there. 
ATSP is shown as p a r t l c l p a t l n t i In v i r t u a l l y no t r a f f i c between 
Los Angeles and tho Northwest and Northoaat C a l i f o r n i a sub-State 
areas or from the Sacramento Valley area to Los Vngeles. In moat 
other flows both c a r r i e r s are substantial p a r t i c i p a n t s . By far 
the bulk Oi the t r a f f i c move- from and to t.he Bay Area and the 
t e r r i t o r y immediately to the e*st o.' i t . ' O / -̂9 have alroad.-
found that motor carriage Is .-aost e f f e c t i v e up to cJlstances cf 
1,000 miles. Table 1 ( I n Appendix D) showa that motor c a r r i e r s 
are even more e f f e c t i v e In marketa of leaa than 50C mllea. Tho 
Cal i f o r n i a I n t r a s t a t e Corridor oloarly ' a l l s w l i ir. .< geographic 
market area in which truck competi'..:-r „s .aost fonr'.dable. There 
is evidence of soce r a i l hauls wholly . tn* ..1, c o r r i d o r . On 
balance, however, we canrct f i n d that '.he r a i l mcr.vipol.-' p o s i t i o n 
(created by tho propoaed raei-gart would be of t.he aaao 
significance as the monopoly created over other c o r r i d o r s . 
Distances batween the Bay Area and Los Angelea are short enough 
that trucks would bo e f f e c t i v e corapetltcrs for most t r a f f i c , thus 
providi.Tg a constraint or applicants' rate .and service 
behavior, "^z At che 3a.-„e time, r.owever. I t Is obvious t.iat ths 
sxl 3 t l n g competit;o between SPT and ATSP would b* e n t i r e l y 
eliminated. 

The Southern Corridor 

Existl.hg Compet-.- .;a-'.̂ c 

In the Southern Corridor, r * i l .rjovecents between the San 
Joaquir. Valley and tne Los Angeles Basin on the west, and points 
i n Texas and eastward through the Soucheaar would be dominated by 
a .merged SPSF. From the Los Angeles Baaln to tho Southeast 
'defined here to include V i r g i n i a , Texas, North Carolina, -South 
Carolina, Georgia, Alabama, Miss i s s i p p i , and F l o r i d a ) , applicants 
o r i g i n a t e over 95 percent of the r a i l t r a f f i c , and in thp 
opposite d i r e c t i o n , applicants terminate .ipproximately 90 pet-ent 
of such t r a f f i c moving to the Les Angeles B-»sln. Between the Lot 
Angeles Basin and points in Texas, Oklahoma, Arkansas and 
Louisiana, the applicants o r i g i n a t e nearly 100 percent of the 
eaatbound t r a f f i c and terminate approx-.-nateiy 95 percent of the 
westbound t r a f f i c . A l l of chls t r a f f i c .s moved between the Los 
Angeles Basin and Texas via e i t h e r SPT's or ATSP's Southern 
Corridor routes, encompassing an area geographically analogous to 
most of Conrail's operating t e r r i t o r y . To the extent other 

^0/ Referred to as North San Joaquin Valley, though not part of 
Hie area applicants would serve excluslveJy. CPUC-5, VS of 
Williams, Appendix A, Tables A-13, 17-18, 21-23. 

41/ Por example, tne Rand McNally Road At l t a l i s t s the distance 
•ffetween San Francisco and Los Angeles aa 414 mllea. 
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c a r r i e r s participate in the movenents via Intercharaea wl-h 
applicants .uch interchanges take place at the easf^nd of the 
Southern Cor,idor no farther west than El Paso (SP^-UP? w'th a 
1? nnn"^^'"°^*'-** ^^'" '^ -carloads, of wAich over 
13.000 terminated on SPT), or Sweetwater, TX (ATSF-UP.i^th about 
22 000 carloads. I n c l t d l n g sotte 12.000 terr,Unated on ATSF a.na 
8 700 originated by ATSF). I f the movements are terml.^a'ed or 
originated by Union Pacific within the Los Angeles B^.'ln the 
Bailn°L'tH' f : ^ ' ' ' " ' ' originated or terminated outs de'of the 
Baaln on the lines of either ap-licant. 

Union Pacific, as cid applicants and other partlea 
soeclM - B p f ^ " " " showing applicants' r a i l market shares between 
w^rl f h ' "̂ l ^ - " ^°"th.rn Corridor. The BEA areas uaed 
In e J h f"**'*^"" «°^ston, r a l las, New Orleans and Atlanta! 
i - t n ! f ^ ; f encompass conalderably raore t.han iust the 
metropolitan areaa lending the rames to Che BEA's. Thus for 
example, the oos Angeies .5EA encompasses moat of Southern 
R ^ i i f ! v' ""^^^y; Counties of San Luis Obispo. Santa 
Nvo «on Angeles. Orange. Riverside, sin Bernardino, 
Nyo, and Monc. The l a t t e r t h r e i counties and a large ocrtlon of 
Riverside County He In the desert a.-eas east of Los AnKe^es ar d 
the Sierra Nevada Mountains. Ange.ea ar.d 

In ahort. the BEA-to-BEA data should not be interpreted as 
c l t y - t o - o i t y t r a f f i c flows. Given this consideration ^he 
t r a f f i c flows between the BEA areas In some instances auch as 
the .OS Angeles BEA, include r a i l t r a f f i c not af?ec?ed by changes 
For e x a i - e '-5 r e s u l t i n g from the proposed^.;rIer! 
W r t ' . r ' ^ r ! ' " 'K* »S» 8^*' t r a f f i c terminated -it 
Needles, OA, or ATSF would not be affected because I t is a 

t n t r l ^ l . t " f f ^ * " : =f ^ '̂̂  SEAS also obscure^, th.; .'"act 
that s.ho-t- -,e railroads connecting only with applicants are 
included vic.j.n various BEA areas, e.g. the Trona RaUway a^d the 
Ventura County Railway a n the Los .Angeles BEA). each of which 
connect exclusively with SPT. "nicr. 

Bearing in mind, then, that the BEA areas are geographic 
areas including one or more major urban centers, t.hl foUowlng 
a.,A data oorclaslvely snow applicants' dominance of che Southern 
arrfori982)'''"*^^^° '° *"8eles BEA (data 

Los Angeles eastbound co: 

Houscon 
Dallas 
New Orleans 
AC 1 inCa 

Westbound to Los Angeles from: 

Hous ton 
Dallas 
New Orleans 
Atlanta 

•See text immediately following. 

Percent of Total Rail T r a f f i c 
Applicants 5ther» 

94 
90 

100 
86 

98 
97 
92 

100 

6 
10 

14 

The data above exclude applicants' bridge t r a f f i c originated 
on the lines of short-line rallroac's connecting solely with 
appiicanta aa well as t r a f f i c interchanged by applicants and 
Claaa I line-haul railroada wit ,in :he Loa Angeles BEA ( i n other 
words. UP) a.hd at gateways in Texas and Louisiana. I f thla 
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t r a f f i c la added In, I t can t.hen be seen 'chat applicants handle 
from 97 to 100 percent of the Craffic shovn In the table above 
with the exceptlo of the t r a f f i c westbo^.nd from the .Vew Orleans 
BEA to the Los Angelea BFA, i u which appiicanta handle about 92 
percent. 

Applicants arv;ao that t r a f f i c p a r t i c i p a t i o n Jharea should 
not be considered because other c a r r i e r s obviously p a r t i c i p a t e 
In I n t e r l i n e t r a f f i c and r.a7o acme Irfluence over i t . Normally, 
•we would agree. ;;c-*ver. cho Southern Corridor presents a unique 
s i t u a t i o n : Whether or .-wt apol Icants' Southern Corridor t r a f f i c 
Is o r i g i n a t e d , terminated, or "crldged" by applicants, i t rust 
move ver t h e i r l ines between rhe Los Anteles Ba.Hn and gateways 
rrom c. Paso and Sweetwater east. Generally, tht t r a f f i c 
t h o r o f o i '3'JSt move In excess of 1,J0C miles i except for El Paso)' 
over applicants' lines to or from t.'-eir eastern (iateways. The 
record reveals beyond doubt chat only a minor portion of ATS? and 
SPT t r a f f i c moving to and from the Texas and Louisiana eaat/west 
gateways is bridge t r a f f i c f o r applicants: 

Applicants ' NaJor Texas and L.ouli:i< na 
^ast.-west Jouthern Corridor GatawT vs 
Revenue CTr.o&ds Interchrngod. l j ! i ~ 

=eway 
Applicants' C ass of T r a f f i c 

Intereiianged 

Originated Ti;ralnated Bridge 

Santa Pe Gateways 

Ft. Worth* 
Dallas* 
Sweetwater 
Beaumont 

SPT 'excluding SSW) Gateways 

Daliaa/Pt. Worth* 
Houaton* 
El Paao 
Corslcana** 
Shrevepo:*t * 
.Vew Orlea.-ns 

9.541 
57,998 
8,740 
5.228 

9.757 
4.008 
2.949 

45,578 
49.137 
60.645 

81,954 
24,969 
12,134 
5,381 

52.982 
11,497 
14,127 
96,640 
37,298 
35,420 

1.331 
3,347 
1,049 

67 

5,781 
2,561 

655 
6.541 
7.388 
7,980 

.Vote: Excludes gateways at whlcn ATSP and SPT are the only 
c a r r i e r s . Gateways s lown are those at which at least 

10.000 carloaos were interchange! In 1983, 

*The t r a f f i c Interchanged at th-jse gatew*;-.. also includes 
north-south t r a f f i c .-novlng m the Midwest North-South Corridor. 

**These gateways are the p r i n c i p a l Southern Corridor connections 
between SPT ar.d i t s subsidiary SSW. The l a t t e r acts as a bridge 
c a r r i e r between SPT and the M«mphl3 ard St. Louis/E. St. Louis 
gateways. Thus, some of the •;raffic moves only in the Midwest 
North-South Corridor. SSW Incerchanged 70.964 carloads at 
.Memphis, of wnlch 53.478 moved as bridge t r a f f i c over SSW. 
Almost 64,000 carloads were Interchanged by SSW with Norfolk 
Southern a.-.d CSX at Memphis. 

In addition to the gateways shown in the table above. .ATSF 
al:io Interchanges Southern Corridor t r a f f i c with BN at Avard OK 
which i s a c t u a l l y located on ATSP's Kansaa City main li n e In * 
19t."'3, 17.040 carloada originated by ATSP were interchanged to BN 
at Avard, and 34,277 carloada were received from BN and 
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t en t l na to J on .ATSF. Only 8l2 carloada Interchanged at Avard 
involved a bridge haul over ATSP. 

Tho record ahows t.hat appl ican ts , f o l l o w i n g merger, would 
have an alaoat absolute monopoly over r a i l t r a f f i c movlig to and 
from Southern C a l i f o r n i a v ia tho Soathorn Cor r idor . 

Union P a c i f i c aiao presented eviaence showing that - . r a f f l e 
movlnj between the San Pranolsco BEA and the Dal las . Houston. New 
Orlea.if. and At lan ta BEAs wou'? have p a r t i c i p a t i o n by appl'.car:t3 
of 93 to 100 percent In each dlroct lonT Of more s lgn l f i c i ince 
here »re tho underlying data vhicn reveal tho r e l a t i v e vo,,umea of 
t h i s t r a f f l u whlich .laove through tho Southern Corridor and the 
Central Cor r idor . The f o l l o w i n g tabloa d e t a i l the t r a f f i c f lows 
Invo lv ing t.ie appl lcs j i t a to and f roa tho San Pranciaco BEA. ,M1 
data a-o f o r r a i l movementa In 1982. 

San Pri-.nelaco - Dal.laa (Percent of Total Tona) 

Eaattound Woatbound 

SP d i r e c t 
sp-M rr 
SP-Ml' 
WP-Sl'-MKT 

Tota l SPT 

ATSP d i r e c t 

TotaJ. SPSP 

21.6 SP dir e c t 24.3 
U.9 ,MP-SP 26.6 
5.6 Total SPT 

ATSP dir e c t 34.0 

42.8 
ATSP-DflOW-WP 13.1* 

42.8 Total ATSP 57.1 
95.0 Total SPSP 100.0 

San Pranclaec - Houaton (Percent of Total Tona) 

Woatbound Eaatbound 

SP d i r e c t 
SP-DRaW-MP-M.<T 
WP-SP-BN 
CWR-SP 
Tota l SPT 

ATSP d i r e c t 
WP-DRGW-ATSP 
ATSP-SP 

Total ATSF 

Total SP.S? 99.9 

SP d i r e c t 37.4 
SP-WP 0.5 
MP-SP 2.6 

Total SPT TiJTT 

ATSP d i r ec t 42.7 
AT3P-WP 1.7 
hP-ATS? 10.5 
MP-RSP-ATSP-SP 1.3 

Total ATSP WT? 

Total SPS? 96.7 

San Pranciaco - New Orleans (Percent cf Total Tons) 

aastoound 

S? d i r e c t 
SP-MP 

Tota l SPT 

ATSP-KCS 
ATSP-MP 
Tota l ATSP 

Tota l SPSP 97.4 

Wt St bo,ind 

SP d l r t ' c t 
MP-SP 

Total i'PT 

KCS-ATSP 
MP-ATSP 
MP-DRGW-W.»-ATSP 

Total ATS.' 

Total SPSP 
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San Pranciaco - Atlant.-. (Percent of Total Tona) 

Woatbound 
SP-SOU 
SP-SBD 
SP-DRGW-MP-SBD 

Total SPT 

ATSP-SBD 
ATSP-KCS-SBD 
ATSF-KCS-SOU 

Total ATSF 

Total SPSP 93.3 

SOO-SP 
SOU-MP-UP-SP 
SOO-BN-UP-SP 

Total SPT 

SaO-ATS? 
.'BD-8N-ATSP 
i'OC-BN-ATSP 

Total ATSP 

Total SPSP 100.0 

•See text immediately below. 

the above tab les , several .-outea between the San ' ' ran-i^^o 

l l ' r . T . l ' t n ^ l ^ e r ^ ^ i V ' ' ^ h e ^ e ' - C ^ e s ^ S l t ^ " - ^ " ^ ' ' ^ ^ ^ 
indicate a Central - o r r i d o r ' rout ing \ T l V r t I n v o i r n g * R ? ° ' = ^ ; : ^ ; e 
and I t s connections to San Pranolsco (WP and SP) '^e excen??on 
Is a rather c l . -cul t loua route invo lv ing Sant*%. .nn c 
System between Sar. Pranclsco^nd A n ^ f a ! * C h ? c h % y " L e r e n c % must 
be routed via one or raore I l U n o i a gateways between t ' o 
two carr lera because d i r e c t connection between t.hem la avaUabla 

vla^Kansaa Cltv^and h a u / I o i ' l d ^ t h i a ' e" 
Southern " . ^ i ^ .>ar3tow. using the combination of Santa F» ' s 
e a r l i e r ^°7tle° ' '^ ' " ' ^ ' L ^ ^ . T ' ^ ^ ' ' " ; ' ° "^^^^^o aa described 
^ - n i . p i . Appendix D. also showa the d i s t r i b u t i o n of 

? : n ^ ^ r ; i r r ^ l o r % ' l \ : : : ; s ^ f = -

rhe tables c l e a r l y show that the Southern Corridor Is the 

Orre:nr''buTtra;"r ^ W ' ' . '° '^'^ ^<^ ^--
the t?S7 t i n I Atlanta t r a f f i c , the Central Corridor and 

* r * s u b s t i t u t a b i e f o r the s t r i c t l y Southern 
o ? ! ^ ^in^^'^S*- •-"di'=»ted m the tables Is t h / s t r e r g t h 
of .SPT and A.SF as o r i g i n a t i n g c a r r i e r s in the .San Francisco BEA 
t r a f ^ ' r ^ o r ^ terminating c a r r i e r s , p a r t i c u l a r l y f o r 
?S2o ; . ^" Atlanta BEA. Again r e f e r r i n g to 'he 
1982 data juomltted by CPUC, of a l l r a i l t r a f f i c to a n " % o l n * 
and^rh! !P »PPll=»«ts originate ove?^5 percent 

originates the balance. With r.-spect to a l l 

^nd^t^CI i T i l M ^ i m p%"rc\tn=??'' ^ 

Analyals 

To summarize, the proposed consolidation c l e a r l y would 
''^^^ competition f o r t r a f f i c ving across t.he 

belr^^Lo^ A*'"*'" Caii.-ornla (the areas of p r i m i ; , Importanc 
being Los Angeles, the San Joaquin ^a.ley, and the Bay Area) 
the Gulf area and South .Southeast, I.e., that t r a f f i c r e q " r 
southern Corridor routing i f i t Is to move ..ost 'conLrcS'ly 
r a i l trcm o r i g i n to d e s t i n a t i o n . I t would also create a ̂ aL 
monopoly at polnta now served exclusively by both appUoarits 

r^rK^J^!''°'"^'^ ^ °f Poi'^ts m central Call?orni 
( a i l but three of t.hem In the San Joa^-uln Valley) m which 11 

Mi 

a 
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of no other railroad are preient.^'-- Theae problems overlap to 
the extent Phoenix and San Jca.^uln Valley t r a f f i c must move over 
the Southern Corridor from ana to the Gulf and beyond. The 
monopolization of San Joaqul-i Valley t r a f f i c as i t relates to 
routings through the Central Corridor w i l l be discussed in a 
separate section._2' 

I t l3 clear from the record that most of the r a i l t r a f f i c 
moving between California a;--.d the Gulf/South Southeast prefe-s a 
Southern Corridor movement. The only other railroad even 
remotely available for the t r a f f i c would oe UP/MP, with lines 
exte-.dlng from Los Angeles and the Bay area to Salt Lake City, 
then eastward to Kanaaa, and ultimately south and east to the 
Gulf and the 5t. Loula and Memphis gatew<»y,-5. Although th i s 
routing woul be feasible for some o" the Involved i r a f f l c , e.g., 
between the Bay Area and parts of the South Southeast, i t i s 
too circuitous to move most of this t r a f f i c economlcalTy. For 
example, the UP/MP Central Corridor route bety.en Los Angelea and 

'*̂ / Although thesp are the only San Joaquin Valley polnta that 
would experience a reduction in dir e c t service of from two 
railroads to one, and although many other San Joaquin Valley 
points are now exclusively served by ATSF or SPT, tne 
consolidation would e f f e c t i v e l y eliminate r a i l competition 
throughout the Valley. This ia due to the proximity of the Cwc 
ca r r i e r s ' lines to each other throughout the Valley and t t e 
pervasive nature of r a i l - r a i l competition there due to th? 
ex:en3ion of each railroad's service to points not located on I t s 
own lines through drayage Co and from TOFC ramps. See, e.g., 
UP/MP-23, VS of Hemb at 2. 

The State of C a l i f o r n i a , throufji CPUC. ia also concerned 
i-nat the consolidation would eliminate competition in an area 
east of the Los Angelea basin. We are unable to determine that 
any a l g n l f l c a n t competition exiats at prtaent. Appiicanta' lines 
through th i s area, though roughly p a r . l l e l , are widely separated 
from e ich other. CPUC atates that h a t o r l o l a l l y ATSP haa used 
TOPC sirv'.r.e to compete for SPT t r a f ic in the Imperial Valley, 
but the i-ecord does noc disclose evlden..e of any substantial 
coirspetiton of thi s type. SPT'a r a i l market share la 93 percent 
fo.' o r i g i n a t i n g t r a f f i c and over 96 percent for terminating 

\ f f l c . I t would seem l i k e l y that the bulk of the t r a f f i c ATSF 
. ..idles originates or terminates in the area of i t s own lin e s . 
There appears to be l i t t l e r a i l competition -equlrlng 
preservation See CPUC-5. VS of Williams at 11-5, 27 and 32. 

''3/ The Phoenix area occupies a unique position in t h i s 
sTTalysls. i t is the only major shipping and receiving a.-ea 
served exclusively by both applicants that is intermediate to the 
"end points" (California and eaatorn Texaa) of appiicanta' 
para''.lel llnea across the Southern corridor. Some Phoenix r a i l 
shipments move a'-ross the ccr r l d o r to and from the East, South, 
and Midwest; the remainder move to and from California and 
beyond. But a l l are dependent on a Southern Corridor "solution" 
to the extent the proposed consolidation chreatens the Phoerix 
area with the losa of r a i l competition. In contrast, because 
many San .Toaquln Valley si.lpm«-'ita move over the Central ratl'*'-
than the Southern Corridor, loaa of Southern Corridor r a i l 
options Is not the only ant! competitive problem that req-.;ires 
analysis wl-;h respect to cn. San .Jce^uin Valley. 

""/ As a u.easure of t h i s , UP/MP indicated that even i f i t 
received Southern Corridor trackage r i g r t s , i t would continue to 
..se i t s existing lines to move t r a f f i c between the Bay Area 
and points in Georgia, the Carollna.o, and much of Mississippi, 
Alabama, and Florida. UP/MP-23, VS of >tfr.';cn at 10. 
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