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CHAPTER I
TRANSPORTATION~~-A VITAL FROBLEM OF THE WEST

Transportation is important to sll sections of the
nation becauge 1t is one of the basic economic factors in-
volved in any society. Railroad transportation has a partic-
ular 1mportance to the Pacific Northwest; which consists of
Washington, Oregon, Idaho and,Montana; since the bulk of this
area's annual freight tonnage ias earried by the railroads.

It is also particularly important to the Pacific Northwest
hecause railroad freight rates in this region are relatively
high when compared to other sections of the country.

The purpose of this study is to analyze one of the pos-
sibilities of reducing the c¢ost of railroad transportation,
There are two methods of apprqaching the problem of reducing
railroad transportation costs. One method of approach would
be to seek adjustments to the existing freight rates; the
other would be to strive for economies under the present rates,.
The latter method is the one adopted in this study, specifical-
ly the possibility of obtalning savings by establishing =

pool car association or some simllar type of organization,
I. TRANSPORTATION'S IMFORTANCE TC THE DEVELORIENT OF AN ECONQLY

As an indication of the importance of transportation to
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our nation's economy, it has been estimated that the total
cost of transporting goods in 1939 was 8.4 billion dollars.
This waé equal to 5 per cent of the wvalue of the goods trans-
ported. This percentage, however, does not clearly indicate
the ¢ost of transportation to the consumer, since goods are
sold and transported several times before they reach him,
The total of all transportation ocosts to the consumer is es-
timated At 20 per cent of the retail price.l

' One Qf the economic prinolples advanced by Adam Smith
wag that transportation fixes the limits of the market, both
physically and finaneially., This principle is certainly true
today. The distance between two points is measured not only
in miles, the physical element, but also in rates, the finan-
eial slement. Frequently, the mliles and the rates are the
determnining factora in the actual location of industries, |
Because of unfavorable frelght rates, nany cammunities are
unable to expand in an economic sense because lndustries can-
not be attracted to their particular district, even though
they may be endowed with good natural resources. Other con-
modities, endowed with inferior resources, may grow rapidly
because of the.lower transportation costs.

To 1llustrate the effect transportation has on the

location of industries, Converse and Huegy wrote:

1paul D. Converse and Harvey W. Huegy, Elements of Mar-
keting, (Lsw York: Frentioce-hall, Inc., 1948), p. Go.
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Andrew Carnegie said that he lccated his

J. Edgar Thompson steel plant at Braddock, Penn-

sylvania because here 1t was on the Psnnsylvania

Railroad, and near_the B, & 0, Railroad and the

Monomgahela River.2

Gemmill and Blodgett® point out a relationship between
specialization and transportation, Specialization, they
state, results in a “greater variety and a greater quaniity
of goods," and "industrial progress consists very largely of
finding new and better ways of production.” Specialization,
howsver, is limited by the extent of the markst, and often
depends upon the ability to send goods to distant points and
offer them at attractive prices. These economists conclude
that 1f speclalization is limited by the extent of the market,
it 1s equally true that the extent of the market is limited
by the availability of transportation facllities. Applying
this prineciple to the West, it is evident that transportation
i3 one of the primary factors determinling the region's econai~
le development.

According to VWendell Berge, former Asslistant Attorney
General in charge of the Antitrust Divislion of the Department

of Justice, "transportation is the lifeline of American econ-

21bid., p. 73.

3Paul F. Gemmill and Ralph H, Blodgett, Economics:

Principles and Problems, (New York: Harpsr and Brothers Pub-
Iishers, 1948) I, (third edition} pp. 126 ff.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



4

omy;"4 This writer points out that the primary causes for the
camparatively slow development of the western states are the
prevailing rajilwey operations and the freight rate structurs,
"Space and distance,® he states, "havs dominated the lives of

people in the West . "
II. RELATIVE INPORTANCE OF RAILROADS AS CARRIERS

In a pamphlet entitled "You and Your Railroads™, pub-
lished during 1949 by the Association of American Railroads,
the importance of rail transportation was presented as fol-

lowsa:

You yourself probably did not go into a rail-
road freight house, and you may not have shipped
or received a package of freight, but nevertheless
in 1948 the railroads hauled for you--and for esach
other person in the United States~--an average of
nearly 12 tons of freight a distance of one mile
for every day of the year,

This freight service which the railroads per-
formed for you is equivalent to moving one ton
for approximately the distance from New York to
Seattle and then down to Los Angeles,

The above guotation, while it does indicate the quan-
tity of freight handled by the rallroads, does not disclose
the importance of this quantity factor in relation to the

4yendell Berge, Econamic Freedom for the West, (Lincola,
Nebraska: University of hebraska Press, 1946), D« 97,

S10c. oit.
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5
quantity moved b; other transportation agencies, The impor-
tant pogition of the railroads in comparison with other means
of transportation is illustrated in Table I.

Since Viorld Wexyr II shipping by truok; water carrier
and alr transport has grown rapidly, and these services will
enhance the transportation facilities avallable to western
1ndu3try in the future. However transportation by air and
water carriers have definite limitations. Air transportation
is limited because of its relatively small freight capacity,
and shipping by water cerrier -is restricted because of the
natural limitation of waterways and because of the much greate
er time required for freight in transit. Fundamentally, the
transportation problenm in the VWest ls the problem of the
railroads, since these carriers still handle more than fifty
per cent of the total tonnage. Rail transportation, there-
fore, will largely determine the conditions under which west-

ern industry will develop.
III. OUTLINE OF FREIGHT RATE STRUCTURE

Without making a detalled study of the freight rate
structure and how transportation rates are established, the
following information is presented as a background in order
to understand better some of the problems involving the west-
ern raillroads and possible solutions to the problem of reduc-

ing transportation costs,
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TABLE I

PERCENTAGE DISTRIBUTION CF TONNAGE AND
REVENUE TONXILE AMONG CARRIERS*

1939
Per cent of Per cent of
Total Tonnage Revenue Ton-dile
Rallroads 52 70
Highways 13 8
Waterways 21 18
Pipelines _9 _4
Total }_f)____(__)__ l&

*Berge, op. cit., p. 104

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



The United States is divided into three prinecipal
clags-rate territories, namely, Official or Eastern, Southern,
and Western, Approximately 72 per cent of the geographical
area of the country is included in the Western section, The
Western section is subdivided into three areas: Western Trunk
Line, Southwestern, and Mountain Pacific. (Figure l.) Roughly
56 per cent of the total miles of track of Class I steam raile
roads in the United States 1s located in the Western terri-
tory.

Discussing the freight rate structure; it is essential
to distinguish between class rates and commodity rates,., Class
rates constitute a more or less integrated rate structure
throughout the country.6 Tariffs called "classgifications"
list almost all conceivable commodities and classify them
into a number of groups. Class rates are usually considersd
as the genseral rules, commodity rates as the exceptions.
Commodlity rates are speciallized rates developed to cover move=
ments of individual commodities or groups of commodities be-
tween particular points. Commodity rates are generally lower
than class ratea and they apply usually on heavy goods shipped

in large quantitles, such as coal, cemsnt, sand and iron.

63tuert Daggett and John P, Carter, The Structure of
Transcontinental Reilroad Rates, {(Publication of the Bureau
of Businesa and Economic¢ Research, University of California:s
Los Angeles: University Of california Press, 1947), pp. 5 £f.
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Class rates are based on percentages of a stipulated
first-olass rate which represents 100 per cent. Articles
shipped are assigned & rating. A percentage of the first
class rate is applied to all articles shipped in the three
principal classifications territories. 4n item which ocomes
under the class rate category is classified and the rate isa
thus determined., Commodity rates are fixed rates published
to apply to specific articles,

The Interstate Commerce Act of 1887 created the Inter-
state Commerce Commission for the purpose of regulating in-
teratate commerce. It is frequently thought that this com-
mission makes and controls all frelght rates charged by the
railroads. New rates are usually established at the request
of the railroads through thelr various traffic associations,
and the Interstate Commerce Commission merely approves these
rates for use and publication in freight tariffs. In accord-
ance with this procedure, the commission has a control over

rates but not the power to make new rates.
IV. EVIDENCE OF HIGIH TRANSPORTATION COSTS IN THE WESTERN AREAS

Many kontana business men have made comments in recent
years to the effect that the industrial expansion of Montana
has been greatly impeded by the high cost of transportation.

In 1949 the Bureau of Business and Economic¢ Research at Mon-

tana State University assembled and summarized reports of
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. 10
alleged cases of freight discrimination. The report conclud-
ed that these cases indlcated discriminatory freight rates
and recommended that a thorough study be made by a freight
rate expert.

Under the present system of rate making, the West
and South strongly object to the manner in which the ratings
and classifications are actually applied. Traffic moving
into another classification territory, for example, from the
Southern Territory into the Offieial Territory, generally
cone under a s8ingle classification. That is, at the point
of shipment in the Southern Territory the item is classified,
and as it moves into the Official Territory the item usually
retalns its original classification, but the ratings on the
listed commodities are not uniform in all territories. A
low rate may be applied in the Official Territory, while
rates are higher in other territories.

To 1llustrate this point, if it is assuned that the
Official Territory class ratings are at a level of 100, a
comparison with the other territories would produce the fol-

lowing relationships:7

7
Ratin%s in Consolidated Freight Classificgtii_.gg.
15, effective Karch 17, 1942, as tabulated in 1.

Pocket 28310, Exhibit 42, cited by Wendel Berge, _2. .s
p. 107,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Territory Level
Official 100
Southern 137
Western Trunk-Lins 146
Southwestern 161
¥ountain Pacifiec 171

Such differences in territory ratings constituts one of the
main disadvantages of the West, and one of the prineipal
reasons for the slow development of this region, Class-rates
generally apply to manufactured goods, and these rates are
much lower in the Eastern or Official Territory. Though the
West 1s the source of a great many raw materials and natural
resources, industry has tended to remain in the East where i%
obtains lower transportation costa,

The importance of the variance of c¢lass rates among
the different olassification territories may best bs illus-
trated by specific examples of the cost of shipping an item
between two points, Such comparisons are presented in Table
II and Figure 2, showing the higher rates for comparable
hauls from points located in the high rate classification
territories.

In order to niake a comparison of rates lnvolving Kon-
tana tranSportation; efforts were made to secure rates from
various points of origin that would be a similar distance to

a point of destination in Montana, as to some other points of

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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TABILE II

COQIPARISON CF FREIGHT RATES APPLICABLE TO WORK CLOTHING
IN CARLOAD LOTS BETWEEN VARIOUS FOINTS OF ORIGIN*

Polnt of Origin Destination ¥iles Rate Per 1,000
' Pounds
a. Xacon, Georgia Chicago, Illinois 817 $15.60
Philadelphia, Pa, Chicago, Illinois 814 11.20
b, Omaha, Nebraska Columbus, Ohio 748 i8,7C
Fitehburg, Mass, Columbus, Ohio 743 15.20
¢. Denver, Colorado Evansville, Ind. 1,083 29,40
New London, Conn, Evangville, Ind. 1,088 18.40

*Berge, or. cit., p. 108,

Note: Refer to Figure 2 for geographic presentation
of the above information,
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14
destination in the opposite direction. In this manner rates
in different classification territories are shown. Rates in
Table III were obtained through correspondence with the Chicae
go, Burlington & Quiney Railrocad Company, and through direct
contact by personsal meetings with representatives of the
Northern Pacific Rallway Company in Kissoulsa,

The commodities listed in Table III were selected at
randon in order to obtain a fair comparison. In every case
these differences in rates indlcate that the cost per mile
13 considerably higher for shipments hauled into Montana than
for the same ltens being hauled a similar distance in the Of-

ficial Territory.
V. JUSTIFICATION FOR RELATIVELY HIGH RAILRCAD RATES IN THE wisT

An employee of the Northern Pacific Railway Company
summed up the reasonsg for the high cost of transportation in
the VWest in this manner:

Transportation rates are established and based

on the element of population. That is, where a

particular area is made up of a dense population,

the transportation rates are lower than in an area

that is sparsely populated.

Another Northern Pacific Railway employee presented
his opinion in a slightly different menner, He stated that

transportation rates are based on volume of business handled.

The greater the volume, the lower the rate per mile,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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TABLE IXI1
CQiPARISON OF CARLOAD FREIGHT RATES FRG SPECIFIC POINTS OF
ORIGIN TO MONTANA DESTINATION POINTS AND TO DESTINATION
POINTS IN THE EASTERN CLASSIFICATION TERRITORY

Carload Rate
Polnt of Origin Destination Commodity Miles Per 100 Pounds

Clinton, Iowa Billings, Farn ¥ach-

}Mont. inery 1,197 $1.918
Clinton, Iowa  Boston, Farm ¥ach-

XKass. inery 1,185 1.460
Kinneapolls Billings,

¥ont. Tlour 883 .86548
¥inneapolis Pittsburgh,

Pa. Flour | 868 .54b
Minneapolis Billings, Roofing

¥ont. Katerial © 883 1,338
Minneepolis Pittsburgh, Roofing

Pa. Naterial 868 .82b
Des Moines, Ia. Billings, Farm Kach-

Mont, inery 1,153 1,018
Des Moines, Ia., Philadelphia,Farm Mach-

Pa. inery 1,174 1.48Db
Madison, Wis. Billings, Plumbing |

liont. Supplies 1,160 3,032
Madison, Wis, Boston, Plunbing | e

kass. Supplies 1,138 1.73¢

29%. S. Hoppe, Rate Clerk, Northern Paclific Rallway
Company, Missoula

ﬁR. &. Barr, General Freight Agent, Chicago, Burling-
ton & Quincy Railroad Company, Chieago, Illinois

¢H, A. Gunderson, Freight Traffic ¥anager--Rates, Chi-
cago & Northwestern Rallroad Company, Chicago, Illinois

Note: Refer to FPigure 3 for geographic presentation
of the above information.
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Both of these opinlons are based on the same reasoning,
Higher population density leads to a larger volume of freight,
Greater volume, resulting in lower fixed costs per unit; means
lower transportation costs.

The economic problem of the West is sucoinetly outlined
by comparing data for fifteen western states to total for the
United States.® These fifteen states can olaim:?

50% of the land area

14% of the population

8% of the factory employment

10% of the value of factory production
The above percentages were applicable during 1939, the last
"normal®™ year before the war.

¥r., R. ¥. Bessey, Consultant for the National Resources
Planning Board, reducing these percentages to the Pacifioe
Northwest, pointed out that the population is less than 3 per
cent of the total population of the country, and yet the
region comprises over 13 per cent of the national land area,i0
Table IV is included for a more detailed distribution of the
population and erea of the Pacific Northwest. With & lower

8Berge, op. ¢it., p. 14.

QThe fifteen western states are: Washington, Oregon,
California, Nevada, Idaho, YMontana, Wyoming, Utah, Colorado,
Arizona, New Mexico, North Daskota, South Dakota, Nebraska, and
Kansas,

10R, F. Bessey, The Economic Assets, Possibilities and
rrobleng of the recifie Lorthwest, (Report of Lhe Feocific nNorth-
west Legional rlanning Comalssion), ppe L L.
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TABLE IV

PERCENTAGE OF POPULATION AND LAND AREA
CF THE PACIFIC NORTHWEST STATES
TO THE TOTALS FOR THE UNITED STATES*

State Population Percentage Area Perceptare
Kontana 559,456 <425 147,138 4,37
Jdaho 584;873 . 399 83,557 2.76
Oregon 1,089,684 .828 96,981 3.21
Washington 1,736,101 1.319 68,192 2e29

Total 3,910,204 2.871 395;868 13,09
Continental
United
States 131,669,275 100,000 5;022,387 100,00

Note: ©Population figures are based on 1940 census.

*Rand Mclally Commercial Atlas and Marketing Guids,
(seventy-eighth edition, New YOrk: Rand meNally and Company,
1947), pp. 121427,
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volume of freight traffic than other parts of the country, be=
cause of the gparse population and longer freight hauls, it
is to be expected that transportation costs would be high in
these partlicular states.

In addition to population, there are other factors
that have an important bearing on transportation rates. The
authors of a recent study of the Pacific Northwest made the
following comments on freight rates:

Although rail, water, air and road fac¢il-

ities [ln the Pacific Northwest]are as good as

in cther parts of the United States, distances

betwean centers of population are great, the

topography unfavorabls, and transportation

costs consequently high., In addition, the

relative lack of diversified, large movements

of commodities places the Northwest in a dis-

advantagsous position with respect to rail

tariffs of other regions. On a tonnage-mile

basis the inter- and intraregional rail rates

are the highest in the nation.ll

Freenan and Martin also state that the forenost prob-
lem that confronts all carriers serving the Pacifie Forthwest,
and especially the railroads, is that of insufficient frelight
for the available facilities. As evidence of insufficient
freight for the four east-west transcontinental railroads

serving this area the following figures were given:12

110. W. Freanan and H, H., Martin, The Pacific North-
west, (New York: John Wiley and Sons, Inc., 1943), D. 458.

127p1a., p. 432,
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Revenue Freight Moved {1938)
Tons per M1le

Northeast railroads 2,000,000
Southern railroads 1,700,000
United States Average 1,500,000
Northwest railroads 1,000,000

The tonnage per mile for the northwest railroads is far less
than for railroads in other sections of the country. A4s a
result, these authors conclude, transportation costs will
necessarily be high until the traffic density is improved
through increased development of the region's industries,
High costs of transportation are emphasized in the
62nd Annual Report of the Interstate Commerce Commission
which stated that freight revenue per ton per mile inereased
44.2 per cent between June 30, 1946 and August 21, 1948,
This report pointed out that the level at the latter date was
the highest since the creation of the commission in 1887.13
However the railrcads Justify these high rates on the basis
of the great increase ln operating costs. The inersase in
revenue per ton per mile 1s still less than the general price
level increase during the same periocd of time. The United

States Department of Commerce has reported that the wholesale

13¢2nd Annual Report of the Interstate Commerce Com-
mission, November 1, 1548, (Washington, D. C.: United States
Govermnent Printing Office, 1949), p. 34.
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prices for all commodities for this perlod increased 56,6 per
cent.14 This increase is 12,4 per cent greater than the in-

creass in revenue per ton per mile.

14United States Department of Gormerce, Survey of
Current Businags--1949 Statistical Supplement, (Washington,
De Co: United States Covernment Printing Office, 1949),
Pe 28 :
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CHAPTER II

A POS3IBLE SOLUTION TO THE WESTERN MONTARA
TRANSPORTATION PROBLEM

The Pacifle Northwest Reglion must face this probleéfie«
How can transportation costs be reduced? Perhapa in time,
through the conbined efforts on the pert of the general publie,
the government, and the railroads themselves, the differences
in freight rates between the rate colassifiocation territories
will be eliminated, and the cost of transportation in all seo~
tions of the country will be equalized, This, however, will
not help Kontana at the present time,

I. CARLOAD SHIRIENTS

Douglas, Skar and Pricel offer several methods of ro-
ducing transportation costs, and onse practice they advocate
is buying in larger quantitles 1o secure the carloed rate
rather then shipping under the lesg-than-carlosd rate. This
nethod of purchasing in large quantities in order to obtain
the more econonriical carload rate is one of the definite ad-

vantages enjoyed by large companies and organizations.

l1loyd V. Douglas, Robert O. Skar, and Ray G. Price,

Modern Businesse~An Introduction to Principles and Problens
{hew York: moGraw-fi1ll Book Cowpany, I§Z§§, Pe 228, ’
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The smaller companies are not usually in a position to
buy in such large quantities, which would tend to tie up a
nuch larger proportion of their working capital in inventories.
The direct result.of large inventories may also present a
storage problem so that the added storage expense may more
than offset ths saving obtained by the carload rate. In ad-
dition there is thse danger of inventory deterioration and
obsolescense. In a cammunity like MIssoula, most of the bus-
iness firms are too snall to take advantage of carload rates

by purchasing in carload lots.
II. CONSOLIDATED SHIIMENTS

Another method enmployed to obtain the benefits of the
economical carload rate is the congolidating or pooling of
shipments. Other cities in Montana have formed pooling ag-
soclations or arrangements, such as those now operating in
Billings, Butte and Great Falls, The Billings association
has been operating for several years, and apparently it has
been reasonably successful in obtaining savings in transporta-
tion costs for its members.

The prineiple of consolidated shipments is not compll-
cated, In place of Just one buyer and one seller as in the
case of & regular carload shipment, a group of buyers and
sellers make previous arrangements to have all merchandise

directed to one point for consoclidation. The individual orders
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are held at this consolidating point until a sufficient quan-
tity of goods has been accumulated to completely f£ill one
freight car. The car is then loaded and released.

There are three general types of pool cars. The first
two types listed below apply to c¢cars that contain only one
commodity, while the third type consists of cars containing
more than one commodity.

The first type is the "straight pool car®. This type
car 1s loaded at one shipping point and is routed to only one
point of destination, The freight rate charged for such a
shipment is the carload rate bstween the two points.

The second type is the "stop-in-transit pool car™.
This car is loaded a2t one shipping point but it makes seversal
stops enrouts for partial unleading. The rate on this type
of pool car is also the carload rate from the shipping point
to the final destination point, and in addition the rallroads
make a stoppage charge of epproximately $10.50 for each stop
in transit., In effect, all the recelvers at the various in-
termediate points pay a higher rate psr mile, excluding the
stoppage charge, than the receivers at the final destination
point, One of the Northern Pacific rate clerks stated that
fraquently all receivers involved in a stop-in-tranait pool
car, prior to the shipment, enter intoc an agreement to pro-
rate the total freight chargeas propertionately among them-

gelves.
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The third type is the ™mixed pool car". A freight
car of this type 1s loaded with merchandise carrying differ-
ent freight classifications. The car 1s loaded at one ship-
ping point and usually is routed to only one point of des-
tination., The freight rate applied to a mixed pool car is
known as the "all-commodity rate". An all-commodity rate is
a low rate charged for shipping a full carload of items with=
out regard to ths clasgifiocation eof each item. It is of
interest to note how this all-commodity rate became estab-
lished, It came into existence ag a result of the development
of the motor carrier industry as a strong competitor of the
railroads. At first the motor carriers, because of the high
degree of competition in the motor carrier industry, did not
segregate items into varlious classificatlons for rate pur-
posas as the railroads did, but tended to charge a flat rate
for a haul regardless of the value of the articles. This
practics, particularly on shipments of two hundred and fifty
miles or less, caused a congiderable amount of high valusd
articles previously handled by the raillroads to be shipped
by truck. In an effort to meet this form of competition the
railroads altered their system of transportation charges and

established a similar all-commodity rate.2

2paul ¥, Gemmill and Ralph H. Blodgett, Economics:
Principles and Problems, II, (third edition), p. 363.
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III. PRIVATE POOL CAR CQUPANIES

MNany companies, for example, the National Carloading
and Distributing Corporatioh and the Universal Carloading and
Distributing Company, have been organized for the purpose of
handling consolldated shipments. To illustrate the extent»
of the business done by these compénies the followlng facts
and figures are presented regarding the operation of the
United States Freight Company {Delaware), which is the parent
company of the Universal Carloading and Distributing Company.

The United States Freight Company® hes approximately
100 offices scattered throughout the country and the average
monthly volume of freight handled is 100,000 tons, for over
100,000 customers. The gross operating revenue for 1947 was
$71,642,783 and for 1948 it was $75,831,792. The net operat-
ing income for 1947 was §1,641,793 which represented a $5.48
earning of $5.48 per share, and $2,130,023 in 1948 or $7.11
earnings per share, The coupany has 299;566 common shares
outstanding. Of these 49.56% is held by the Linden Securi-
ties Corporation, which 18 affiliated with the New York Cen-

tral Rallway. These types of companies are recognized by

QQoody's Invegtor Service, Moody's Manual of Invest-
ments--American & Foreign--Industrial Securities, (New York:
Koody's Investors Service, 1949), pPpP. 1168 f.
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law as freight forwarders arse and regulated by Part IV of the
Interstats Commerce Aot.

The usual operations of freight forwarders consists
of receiving merchandise from several points of origin, hold-
ing it for the time necessary to load full cars, and then for-
warding the cars to the destination, Many of these companies
maintain recelving and distributing facilities at various
points of destination, thus providing a complete service of

forwarding merchandise fyron the geller to the buyer.
I¥. USE OF POOL CARS-~-BUYERS AND SELLERS

The method of shipping by pool cars may be ussd by
either the buyers or the sellsrs. A seller may use a pool
car because he has found it to be the most economical method
of shipping. For example, & large paper manufacturing con-
cern located in central Wisconsin may be supplying dealers
in Moxitana. Because Montana dealers are conparatively small
firms, no one order 1s large enough to fill a freight car,

In such a8 cass, rather than make shipments immediately after
orders are received, the manufactursr will hold the orders
until the quantity to be shipped is equivalent to a full ecar,
The shipment 1s then made in a stop-in-transit pool ecar,

The more economical pool car rates may alao be obtain-
ed by groups of buyers in one locality, This is not an un-

usual practice where a town ls located at a considerable
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distance from any principle marketing center. For example a
town may be located 500 miles from a supply center, and a
great gquantity of this town's purchases may be acquired from
an area within a fifty—mile radius of the supply center,
Without a system of combining orders, a large portion of the
total purchases of this town would be shipped at less-than-
carload rates. Through the operations of a pool car associ-
ation, ell purchases made within the fifty-mile radius would
be routed to one freight forwarder located in the supply
center, Here the merchandise is held until full cars can be
shipped, with savings in transportation costs resulting from
the application of the pool car rate.

This is the type of organization that is now operating
in Billings, Montana. OQCreat Falls recently established =&
similar organization. Refer to Figure 4 for a geographic
presentation of the operatlions of the pool car association

located at Blllings, ¥ontana,
V. FURNITURE FREIGHT POOL OPERATIONS IK MISSOULA

The problem that confronts {issoula is to determine
whether the s80lid line in Figure 4, representing car load
shipments, could be extended to lissoula by the operation of
a local pool car association in this city. However, before
analyzing this particular problem, comment should be made on

the present method used for transporting furniture to Mlsgsgoule,
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For several years the furniture dealers in Missoula
have been obtaining the benefits of lower freight rates by
having shipments made in pool cars from Chicago and lLos
Angeles. Shipments from Chicago are handled through the fa-
cilities of the Chicago Furniture Forwarding Company, and
shipments from Los Angeles are handled by the Furniture Man-
ufacturers Association of Los Angeles, These campanles are

classified as freight forwarders but thelr activitles are
confined to the consolidation of furniture shipments, Such

furniture pool cars, upon arrival at Missoula, are side-
tracked to Reely's Storage and Freight Terminal and that
company performs the final distribution to the wvarious buyers.

The approximate quantity of furniture handled is re-
flected by the frequency of the shipments., During 1949 Chi-
cago shipped one car every two weeks and Los Angeles released
ons car every two months,

No formeal association is organized in ¥issoula for the
shipments of incoming furniture. Representatives of the fur-
niture dealsrs attend the annual furniturs shows, conventions
and dlisplays, and frequently purchase their me:chandise in
these marketing centers. At the time of purchase, arrange-
ments are made for the handling of pool cars through the
services of the above mentioned freight forwarders.

Such an arrangement by the furniture dealers results

in considerable savings in freight costs ranging from 30 to
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50 per cent, ag shown in Table V.

Aspuning that one full car of furniture is shipped
every two weeks throughout the year, the total freight costs
for shipping in pool cars would amount to $15,056,60. The
same quantity of furniture shipped under the less-than-car-
load rate would amount to $21,528.00. The total annual sav-
ing in freight costs aceruing to the furniture dealers by
using pool cars is {$6,471.40 or a saving of 30.06 per cent
over the less-~than~carload shipments. These figures are
based on the minimum weight of 12,000 pounds per car as shown
in Table V., Additional weight per car would increase this
saving proportionately. It was estimated by one of the fur-
niture dsalers that under this pool car plan; the freight
cost 1s approximately 10 per cent of the total purchase price
of the furniturs shipped. These pool car shipments result in
an approximate saving of 3.91 per cent of the total cost of
furniture purchased including the freight charge.

In a discussion with the manager of one of the larger
furniture canpanies in Missoula, on August 10, 1949, the oper
ations of the furniture pooling arrangements in this city were
fully detailed. The procedure, as outlined by this person,
is as follows:

The furniture dealers' representatives place orders
with the manufacturers at marketing centersz such as Chilcago,

or orders are placed by direct mail, At the time the orders
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TABLE V

FREIGHT RATES ON FURNITURE SHIFPED TO MISSOULA MONTANA ON
1ESS-THAN-CARLOAD SHIIMENTS AND ON FULL CAR SHIRLINTS AND
THE SAVINGS PER CAR ON CARLOAD RATESE

Type of Rate Rate Per Hundred PFreight Charge Total Pctge.
Pounds Including 5% & Freight of
3% Increasesb Savings® Svgs.

less-than-carld. £6.38 {12,000 1bs) & 828.00
Carload 3.63 (12,000 1lbs ‘

minimum) 579.104  § 248,90 30.06
less-than-carld. 6.38 (15,000 1bs) 1,035,00
Carload 3.29 (15,000 1bs

minimum) 668.754 366.25 35,39
Less-than-carld. 6.38 (18,000 1lbs) 1,241,.99
Carload 2,95 (18,000 1lbs

mininun) 736,284 505.71 40.72
Less-than-carld. 6.38 (22,000 1lbs}) 1,517.99
Carload 2,68 (22,000 1bs

minimun) 835,654 682.34 44.95
less~-than-carld. 6,38 {30,000 lbs) 2,089.99
Carload 2.39 {30,000 lbs 4

minimun) 1,045.44 1,024.55 49,50

P e

8proint of Origin: Chicago, Illinois

bFreight rates have all been increased by a 5% emergency increase
which was granted to the rallroads since the war due to higher
costs and the additional 3% increase represents the war tax
still in effact. ;

CAmount saved by shipping full car rather than partlally filled
cars.

dThese total charges include an additional .90 estimated charge
per hundred pounds to cover the extra costs due to consolidating
the shipments, such as the cost of the freight forwarder in the
marketing center, the added insurance charge, and the cost of
the local distributing agent at the destination.

Note: The above rates per hundred pounds were obtained from a
rate clerk at the Northern Pacific Freight Office.
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are placed, shipping instructions are given. These instruc-
tions direct the manufacturers to0 ship the furniture to Chi-
cago in care of the Chicago Furniture Forwarding Company.
This company, having adequate facilities, stores the merchanw
dise until there is a sufficient quantity to £ill one car.
However, nc orders are held in Chicago over 30 days. In
most cases, & full car shipment is sent direoct to kMissoula
and occaslonally a stop-in-transit car is released. The car
is then side~tracked to Reely's Storage and Freight Terminal
where local distribution is made.

Reely's Storage and Freight Terminal pays the rail-
road for the entire freight bill, which includes charges
from the point of origin of thé shipment to.Chicago; the Chi-
cago Furniture Forwarding Company's handling charge, and the
freight charge from Chicago to Missoula, The Chicago Furni-
ture Forwarding Company usually pays the freight charges
from the point of origin to Chicago. The rallroad, upon re-
ceipt of the paynent froas Reely's, remits to the Chiecago
Furniture Forwarding Company for the charge it had prepald
and also for its handling charge. In this case ths rallroad
actually becomes the collecting agent for the freight for-
warder. ‘The merchandise 1s then distributed and Reely's bill
all the dealers for their proportionate share of the entire
frelght bill plus 1ts own handling and service charge. The

charges are prorated to the dealers according to the weight
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of the items shipped.

This store nanager concluded that the plan has oper-
ated very successfully and has reduced transportation costs,
and that the only disadvantage is the delay in the shipment
at the Chicago Furniture Forwarding Company while the ner-
chandise is temporarily stored in order to accunulate the

required volumse for one freight car,
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CHAPTER III

MAJOR CONSIDERATIONS RELATING TO THE ORGANIZATION
OF A POOL CAR PLAN

In considering the establishment of a pool car associ-
ation in Missoula many problems present themselves, and thesa
will be outlined rather briefly in this chapter. Following
chapters will include a mors detailed discussion of these

problems and possible solutions.
I. BASIC REQUIRKMENT OF A POOL CAR PILAN

It 18 of primary importance that the prospective nem~
bers in such an association clearly see definite savings in
transportation costs resulting from the operation of a pool
car plan. Unless a saving is apparent there will be no in-
centive io join the plen. In order to offer a reduction in
transportation cost as an incentive for joining, it 1s nec-
esgary to make & thorough study showing the savings that will
be effected.

II. IMPORTANCE OF QUAKRTITY
A

The quantity of goods handled by such an assoclation
is of major importance. Unless a basic volume with regular
shipments is assured the plan cannot be successful., There-

fore, before any savings8 can be calculated, at least the
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minimum quantity of goods to be shipped must be known in ad-
vance, This factor of minimum quantity can only be determin-
ed by naking an actual survey of the dezlers and thereby ob-
taining.an estimate of the monthly tonnage that could reason-
ably be expected.

This weight factor also has an important bearing on
the one definite drawback in all pool car associations, that
is, the delay in shipment as a result of the pooling arrage-
ments. Goods must be temporarily stored by a freight for-
warder in a marketing center until 20,000 to 40,000 pounds of
merchandise is accumulated. Preliminary conversations with
a nunber of Missoula dealers revealed that apparently their
main objection to & pool car plan was this delay in shipment.
Many of them appeared to he comparing the proposed plan with
a stop-in-transit pool car operated by a manufacturer, who_.'
made oceasional shipments, causing considerable delay. They
also stated that generaliy they want to receive thelr mer-
thandise as soon as possible, even at the cost of higher
freight charges. Under present circumstances, many dealers
are attempting to retain their inventory at as low a level
a3 possible and thus reduce losses in the event of a deeline
in prices. This results in a greater number of relatively
small shipments.

It is evident that pool car arrangements are bound to

plow up delivery. Even if there were a sufflicient quantity
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of goods to ship one or nore cars per day, thers would still
be time consumed in the handling of merchandise at the freight
forwarders' loadlng docks, but the delay would not be sig-
nificant,

There seems to be a diversity of opirion in XMissoula
as to whether local merchants can guarantes enough goods to
ship one full car each weck., The prevalling opinion appears
to be that this is the minimum essential for the success of
a pooling plan. Even if weekly shipments are made, the mat-
ter of dslay may become an important element which would
tend to discourage some dealers from particlpating in the
plan. For example, assume that one full car is released
weekly from the market center, and that a dealer placed an
order with a manufacturer who shipped the merchandise to the
freight forwarder. If the merchandise arrived at the for-
warder's location just after the weekly car was resleased, it
would have to be held for ons full week pending the loading
of another car. The maximum delay would be one full week,
whereas if two cars were shipped per week the maximum delay
would be only three or four days. This factor would be clare
ified by a survey to determine the volume of shipments by
Missoula merchants. The astimated tonnage would indicate
the approximate frequency of the shipments,

Another requirement for a succeasful pool car associ-

ation is that the quantity of freight shipped must be consiste
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ent throughout the year. At least a certain minimum nust be
shipped each month, A study would have to be made to0 deter-
mine the extent to which shipments are spread evenly over a
twelve-month period. If a falr yearly distribution cannot
be daveloped, the result might be longer delays between ship-
ments at certaln seasons, thus disrupting the individual
mérchant's program of marketing his products, and tending to
discourage him from placing his orders through the associa-
tion. Also the actual cost of transportation might be in-
oreased since a freight car not loaded to capacity, might be
released by the freight forwarder and a full carload charge
would have to be applied, A freight forwarder is not expect-
ed to act as a storing agent, and generally he does not have
adequate facllities for performing a storing service., There-
fore during the pool car association's low shipping periods,
the freight forwarder would hold the merchandlse for only a
reasonable length of time, and then release it, ignoring
the fact that a full car may not be shipped,

In reference to these important factors of quantity,
delay, and consistency of shipments, one additional point
deserves comment, It might be desirable to solicit merchants
in the surrounding area to join the proposed plan. The ad~-
dition of their shipments would aid considerably in over-
coning the problems mentioned in this section, The question

of including these outside merchants in the plan is given
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further consideration in section IV of this chapter.

III. RATES

It may be stated that as a general rule all freight
rates are class rates, and any other rate, such as the com-
modity rate and the all-commodity rate ars exceptions to this
general rule, Another exception to the general rule is the
transeontinental mixing rule. Upon written inquiry to the
Interstate Commerce Commission a letter recelved on August 13,
1949 from the secretary of the Conmission defined the trans-
continental mixing rule as follows:

Rule 10 of the c¢lassification authorizes a
shipper to combine different commoditiss, if ship-
ped to a single consignee at one destination,
into a gingle carload and pay carload charges
on the mixturs based on the ocarload rate applic-
abls on the highest c¢lasgsed or rated article in
the mixture and the highest minimum weight pro-
vided for any artiele in the earload. Thus the
shipper has the advantage of & carload rate in-
stead of having to0 pay less~than-carload rates
on the different erticlss in the car, which
would apply in the absence of such a rule.

Even though this mixing rule applies to a carload rats
based on the highest class article in the car, the charge for
the car is still lower than the total cost of shipping all
the articles under the spplicable less-than-carload rates.

An all-commodity rate dlffers fram the transcontinental mix-
ing rule in that it establishes a flat rate per car bstwsen

two poinbts, and this rats does not fluctuate according to the
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items in the car., Classification of the items in the car is
completely ignored. The rate under the transcontinental mix-
ing rule, on the other hand, may wvary with each car, depend-
ing on the highest classified item,

In order to obtain an all-commodity rate a.railroad
must submit the proposed rate to the Interstate Commerce Come
mission and receive the Commission's approval before the rats
may be published and put into effect. Before a rallroad nay
submit a proposed rate to the Interstate Commerce Commission;
however, two steps are necessary. Flrst, there must be dsf-
inite proof that there is a need for such a rate. In Missouls
that proof probably could be estsblished from information
avgilable from the proposed pool car associatlion's records
if they clearly indicated the need for such a rate becauss
of the estimated tonnage to be shipped through the associa-
tion. Second, the proposed rate would have to be appfoved
by the major railroads operating in Montana and also by the
Montana Lines Committee, which is an agent of the Western
Traffic Association,

The traffic manager of a large depaftment store in
Missoula stated that an all-commodlty rate of approximately
83,40 has already been granted to Butte and Great Falls from
Chicago, and that a rate of approximately $4.55 has been
granted to Spokane from Chicago. This traffic manager esti-
mated that if Missoula applied for an all-cammodity rate Ifran
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Chicago, and was successful in obtaining it, that the rate
undoubtedly would dbe in the vicinity of $4.00., This estimate
was later mentioned to a rate clerk of the Northern Pacific
Rallroad Compeny and he was inclined to agree that a $4.00
rate was a reasonable estimate, Under these circumstances;
it would appear that the basis of any estimate in the saving
in freight costs obtained by the operation of a pool ear as-
soclation using Chicago as the consolidating point; would
have to be computed by applying a $4.00 rate,

IV. POOL CAR.PLANS AND THE INTERSTATE CGMERCE CQMMISSION

In organizing such an association in Missoula, the
type of company to be formed muat be considered. One import.
ant element at this point is to determine whether the company
would be obliged to conform to the regulations of the Inter-
state Commerce Act., Under Part IV of the Interstate Commerce
Aet, Treight forwarders are brought under the regulations of
the Interstate Commerce Commission, Seetion 402 (a) (5) of
this act reads as follows:

The term "freight forwarder” means &any person
which {otherwise than &s & carrier subject to part
I, II, or III of this Actl holds itself out to the

general publie to transport or provide transporta-
tion of property, or any class or classes of»prOp—

Inote: Part I pertains to railroads; Part II to motor
carriers; Part III to water carrlers.
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erty, for compensation, in interstate commerce,

and which, in the ordinary and usual course of its
undertaking, (A) assembles snd consolidates or
provides for assembling and consolidating shipments
of such property, and performs or providss for the
performance of break-bulk and distributing opera-
tiona with respect to such consolidated shipments, -
and {B) assumes responsibility for the transporta-
tion of such property from point of receipt to point
of destination, and (C) utilizes, for the whole or
any part of ths transportation of such shipments,
the services of a carrier or carrisesrs subject to
part I, II, or III of this Act.2

Section 402 (o) reads as follows:

The provisicn of thls part shall not be con-
strued to apply (1) to the operation of a shipper,
or a group or assoclation of shippers, in consoll-
dation or distridbuting freight for themselves or
for the members thereof, on a non-profit basis, for
the purpose of securing the benefits of carload,
truckload, or other volume rates, or {2) to the
operations of a warehouseman or other shippers'
agent, in consolidation or distributing pool cars,
whose services and responsibilities to shippers in
connection with such operations are confined to
the terminal area in which such operations are per-
formed,

Because of the above provisions, the type of organiza-
tion formed and the extent of its activities would determine
whether the plan would be subject to the regulations of the
Interstate Commerce Commission. Exemption from regulation

would have many advantages, such as greater fresdom of oper-

ation, saving of time required to flle the varlous periodie

21nterstate Commerce Commission, The Interstate Com-

merce Act--Revised to January 1, 1946, (Washington, D. C.:
Onited States Government ?r%ntIhgfﬁfTice, 1946), p: 198,

®Ibid., 2. 199,
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reports, and freedom from inquiry and review by the Conmisg-
slon's agents. It appears that the association would not
come within the scope of the aet, providing 1) it is formed
on a non-profit basis for the purpose of obtaining lower
freight rates, and 2) its operations ars confined to Missoula.

As mentioned previously, the quantity of goods handled
could be inereased by including merchants and dealers from
the surrounding area., However, if these outside merchants
are inoluded in the plan, the mssociation would then come un-
der the regulations of the act as provided for under Sectioﬁ
402 (e¢) {(2). Ewen though the association would eome under
the Act, it may still be to the advantage of the association
to include these outsids members because thelr additional
freight would not only increase the savings in total freight
costs, but quicker service would result by reducing tempo-
rary delay ét the consolidation point because of more fre-

quent shipments,
V. DISTRIBUTICN OF CHARGES

If a pool car association is estsblished, a definite
method nust be developed for distributing the total freight
charges and handling eharges to the participating members,
For example, assune that a full carload consisting of six or
eight different types of merchandise 1s shipped from the
forwarding point to Missoula, Each type of merchandise, 1if
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it had been shipped separately, might fall into a different
freight classificationland thus would have required s dif-
ferent freight rate. The guestion now 1s how much of the
total freight bill for the entire shipment should be billed
to sach recipient of the goods. It appears that the individe-
usl billings would have to be based on one of the following
two methods. First, the billings to the members could be
based on the total weight of each order and its relationship
to the welght of the full car. The primary advantage of
this method ia that the computation of the individual freight
bills would be a rather simple operation. Howsvsr, this methe
od has one definite drawback. It disregards the fact that
some items may be large and bulky and require considerable
space in the freight car and yet they may be relatively light
in weight., Therefore the charge applied to these items would
be comparatively amall, At the same time other items may be
small in size but heavy in welght, and thus be required to
absorb a greater proportionate share of the total freight
charge.

The second method is prorating ths charges according
to the relationshlps of the freight charges for each item if
the items hed been shipped separately. This method results
in a more equitable diétribution of the transportation costs,
but the computation of the individusl blllings to the mem-

bers becomes & rather complicated operation requiring con-
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siderably more timse.
VI. OPZRATING EXPENSES

A study of the possibility of successfully operating
a pool car association would not be camplete without an anale
ysls of the associstion's operating expenses., The succeas
of thae entire plan of consolidated shipments depends on
whether the savings obtained by lowsr freight rates are con-
siderably groater than the added c¢osts incurred by shipping
goods in this manner,

At least ons perscon must be hired on s full-time basias
by the asgociation to handle its operations. Thia person
riust be familiar with the varlious freight rates and tariffs
and classifications; and must have a good general knowledge
of transportation in order to efficiently perform his dutiles
as nanager of the operation., Therefore the salary would have
to be large enough to attract and hold a well qualified man-
ager. Perhaps additional persons would have to be hired as
the operations of the assoclation developed and expanded.

The costs of using the services of a freight forwarder in a
marketing center also must be considered. Such costs would
include a charge for the use of the forwarder's facilities
and equipment, additional handling charges, and perhaps
temporary storage, repacking and recrating charges. In addi-

tion to these costs, there would be the charges made by the
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handling and distributing agent in Missoula, The cost of

office spzee in Missoula for the association possibly could
be eliminated as the locael Chamber of Commerce has offered
office space free of charge. Finally theres would be the nor~
mal operating and meintenance expense of an office, such as

costs of office supplies, postage, telephone, stationery and

other similar expenses,
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CHAPTER IV

ORGANIZATION AND FUNCTIONS OF THE BILLINGS SHIPPING
CORPORATION AND SUGGESTIONS FOR THE OPYRATION OF
A CAR POOL ASSOCIATION IN MISSOULA

In an effort to obtain answers to some of the prob-
lens concerned with establishing a pool car association in
Missoula, a meeting was arranged in Billings, Montana; with
¥Mr. I. N, Early, secretary-manager of the Billings Shipping
Corporation (this is the car pool organization in Billings),
Mr. George D. Pendray, retired Northern Pacific¢ Railroad
freight agent, and the writer, This meeting was held in the
office of Mr. Early on September 14, 1949, All the informa-
tion in thils chapter was obitalned directly from that meeting,

I. HISTORY OF THE BILIINGS SHIPPING CORPORATION

Originally, the Billings Traffic Bureau was organized
primarily to obtailn improvements in transportation, such as
lower rates, better service, improved routing, and savings
in the time element involved in shipping. This bureau was
financed by contributions from its members in the form of
annual dues ranging from $35.00 to $100.00. The amount of
these dues was dependent on the size of each company and the
estinated amount of tonnagse that it would ship through the

bureau. 7Total sanual dues contributed was approzimately
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$2,500.00

One of this bureau's first projects was to establish
a truck line between Sheridan, Wyoming; and Billings, Montana,
After this bureau operatsd for several years, the traffic
handled and the services rendered inoreased so rapidly, that
a subsidiary company, the Billings Shipping Corporation, was
formed.

The Billings Shipping Corporation was organlzed seven
years ago for the purpose of obtaining cheaper transportation
service to Billings by the operation of pool cars. XKember-
ship 1g restricted to wholesalers, and 66 wholssale firms
are menbers at pregsent. The other 18 wholesalers failed to
qualify for membership, primarily because they also engage
in some sort of retailing. To become a member of the organ-
ization, the wholesaler must meke & formal application and -
this 1s used as the basis for determining eligibility.
(Figure 5.)

This car pooling organization was formed as a corporas-
tion for the principal purpose of limiting each member's liae
bility. Each member purchased one share of stock at $10.00
per share, One share is the maximum amount of stock that may
be owned by any one member. At the time of 1ts incorpora-
tion, the Billings Shipring Corporation borrowed $5,000.00
from the Billings Traffic Bureau., Therefore the initial
working capital amounted %o approximately $5,500.00, consist-
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AFPLICATION FOR KEMBERSHIP

BILLINGS TRAFFIC BUREAU BILLINGS SHIPPING CORPORATION

FPIR NAME
ADDRE3SS
BUSINESS

Individuals, firms and corporations actually engaged in whols-
sale distributing business are requested to answer the follow-
ing questions:

1.

2.

e

4.

8.

6.
7.

List lines you distribute on wholesale basis in this ter-
ritory. {five if possibls)

Pergcentage of business done at wholesals énd percentage
done at retail,
Number of salesmen you have calling on dealer trade,

Estimated number of carloads merchandise purchased direct
from any manufacturer during a twelve month period.

Do you belong %o recognized national wholesale associa-
tion. If so, state name of association.

Approximate value of wholesale inventory.

location and size of warehouse and number of employees,
other than salesmen.

Signed
Title

Date

FIGURE 5
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ing of the $5,000.00 loan and about $500.00 from the sale of
stock.

.The Billings sShipping Corporation is a non-profit
company, organized mergly for the purpose of obtaining lower
freight rates by consolidating shipments. It does not make
any distribution of goods upon receipt in Billings, and as
such, it 1s not subject to Part IV of the Intqrstata Commercs
Act which regulates freight forwarders. Instead of perform-
ing a delivery service, the corporation has leased an unload-
ing dock. As the freight cars arrive they are unloaded by
enployees of the corpcration, The members are thersupon notl-
fied that thelr merchandise 1s on the dock and it becomes the
nembers' responsibility to obbain their goods. Those memberd
that do not possess their own trucking facllities make use of
the services of a local transfer company at thelr own ex-
pense,

The Billings Shipping Corporation pays all the freight
and handling charges, and subssquently recselves reimbursement

from the members,
II. EXTENT OF OPERATICNS

To give some idea of the extent of the business done
by the Billings Shipping Corporation the following facts are

presented:
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In 1948, 220 freight cars were received at Billings.
These cars made up a total weight of 7,431,686 pounds.
Of this total welight
4,824,193 pounds were shipped from Chicago
3,207,293 pounds were shipped from Minneapolis-St. Paul

Average weight per car was 33,780 pounds.

It was estimated that the total savings in freight
costs in one year was approximately $75;OO0.00 through the
operation of oonsolidated shipments from Chicago esnd St. Paul,
A specific example of this saving was given as follows: on a
carload shipment from Chicago to Billlings the regular rate is
$4.88 per hundred pounds for second class goods; the rate
charged by the Billings Shipping Corporation to its members
is $2.90 per hundred pounds; thus a savings of $1.98 per
hundred pounds. This saving is realized by the members be-
oaﬁse of the comparatively low rate at which they are billed,
This low rate is possible bscause the raillroad's charge to
the corporation is based on a carload rate which is even
lower than the $2.90 charge. The spread between the rail-
roéd's charge and the corporation’s charge to its meubers 1is
pefiodically adjusted by the corporation so that its operat-
ing expenses are recovered by collections from the members,
In addition to this type of saving in freight costs, the
Billings Shipping Corporation obtains savings by helping to
bring about freight rate adjustments. lir. Early stated that

three freight rate cases are now pending, and that if favor-
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able decislons are reached, savings in rate adjustmerts would
amount to about $25,000.,00 per year. The Corporation also |
performs other types of service for its members, some of which
are subssquently outlined,

The sixty-six members do not use the services of the
Billings Shlpping Corporation for their orders that are
placed in carload quantities, These orders ars placed dir-
eotly with the wvarious maenufacturers and are routed direct to
Billings under the prevailing carload rates. The Billings
Shipping Corporation therefore handles only the wholesalers!?
less-than-carload orders. The general savings on less-than-
carload shipments made through the services of the corpora-
tion are approximately sixty~five cents to $1.25 per hundred
pounds, It 1s also interasting'to note that it is desirabls
to have a minimum weight of merchandise per freight{ car at
40,000 pounds; and that in some cassg cars have excesded
50,000 pounds. From kKissoula's standpoint, it was suggested
that shipments from the consolidating point should not be
less than 30,000 pounds per car at the minimum, or the freight
savings would be greatly reduced or even eliminated.

III. DISTRIBUTION OF CHARGES TO KEMBERS

Since the Billings Shipping Corporation is a non-prof-
it organization, it attempts to bill freight charges to the
{ndividual members in such a manner that at the end of the
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year the total revenue of the corporation is approximately

squal to the total costs of transportation plus all operating
expenses. In oonnection with this phase of the operations;
the most important problem is to ascertain in advasnce what
rates to chargs the members so that neither a profit nor a
loss results, Ordinarily all items transported ars classi-
fied according to the type of goods shipped, as stipulated

in the published tariffs and regulations of the railrocads.
Kore than 14,000 itenms are included in these classifications.

In order to simplify the bllling function of the corporation, -

lir, Berly's offics has set up its own classification, and all
jtems are classified as Class A, B, ¢, D, and E. After a de-
tailed study of the current transportation rates, his office
then determines the rate to epply to each individual class
so that in the aggregate the total revenue will not result
in a profit or a loss, A bulletin 1s then published 2nd sent
to ell members showing the varioﬁs rates, ¥henever there is
a change in the rates charged by the railroads, the rates of
the Billings Shipping Corporation to its members must be re-
vised accordingly. The rate bulletin is illustrated in
Figure 6.

Kr. Early estimated that 90% of the goods recelved
are classified in the A Bracket which represents all articles
classified higher than fourth class in the Western Classifi-
cation Territory; and the remaining 104 is mostly in the B
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BILLINGS SHIPPING CORPORATION
Offices at
Billings Commercial Club

P. 0, Box 2099 ‘ Telephone 2542
I, N, Farly, Secretary-ianager Billings, Yontana

Bulletin No. 16, Cancels Ko. 15 Effsective: September 1, 1949

The following charges include 3% Government Tax paid to
Rallway Co., also increase authorized by I.C.C. in Ex. 168-4,
effective Sept. 1, 1949,

To Fronm From
Billings St. Paul Chicago
A Bracket 3.25 4,10
B Bracket £e80 2.90
*C Bracket (Furniturs) 3,10 3.75
**D Bracket (4%h ICL Articles) =—-- 2,75
***F Bracket (4th LCL 2,05 -

{Rates do not inelude pilck-up and/or delivery charges)

CLASSIFICATION REQUIREMENTS

A Bracket: Articles classifled higher than fourth class
(carload rating) in current Western Classi-
fication.

B Bracket: Articles classified fourth class (carload
rating) and lower in current Western Classi-
fication.

EXCEPTIORS

*C Bracket: Furniture classified third olass (carload
rating) and higher.

**D Bracket: Rates will be charged on articles classified
4th class LCL when originating from points bhe-
yond Chicago, but will apply only when the in-
bound charges dre assessed on the 4th class
ICL rates.

***p Bracket: MEETING MOTOR TRUCK RATES ST. PAUL ONLY:
Rates will be charged on artioles classifled
4th class LCL in current Western Classification.
10SS AND DAKAGE
When shipment shows sign of loss or damage, it is necessary to
call Western Weighing & Inspection Bureau to make inspection

report,

EXTRA LABOR
Charges for extra labor will be made when heavy or bulky
items require mor than normal time for handling.

FIGURE &
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Pracket. This is ap important factor in the successful oper=-

tion of the corporation in that the greatest savings in con-
solidating shipments results from shipments of goods in the
following order bf importance: Class I; II, III, and IV,

The rate spread, that is the differsnce betwsen the less-thane
carload rates and the association's rates is the greatest on
the Class I items, and the spread decreases as the class num-
ber inoreases. The lowest savings i1s on Class IV iteams, which
constitute only 10% of the actual goods shipped. The rela-
tlonship of rates applicable to these four major freight clas-
sifications and examples of articles that fall into each class

are as follows;

CLASSIFICATION RATES ARTICLES
I 100% Furniturs; general household itens
Il g5 Hardware
IIT 7C Well board; canned goods; wall paper
v 50% to 60% Sand; bar iron; line

IV, OPERATING EXPENSES

The operating expenses of the Billings Shipping Cor-
poration are an important fasotor, even though they would not
be oomparable to the expensss of such an organization in
Kissoula because of the type of serviée rendered. The Kis-
soula organization would be established only for the purpose

of oconsolidating shipnents in order to cbtein a reductiea in
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freight costs by the application of an all-commodity rate.
Perhaps at some later date it could undertzke the additional
services now rendered by the Billings association.

The Billings Shipping Corporation has grown rapidly
and has expanded its funectlons well beyond the point of mere-
ly acting in the capacity of e consclidating agent. It now
hag five peréons employed in the general office on a full-
time hasis at a total cost of approximately $1,500.00 per
month or $18,000.00 per year. Mr. Early wes unable to give
an estimate of the other expenses such as stationery, sup-
plies, telephone, traveling expenses and other ordinary costs

of operation.
V. SPECIAL SERVICE--ASSEIBLING RATES

One of the important additlonsl functions of the
Billings Shipping Corporation is to furnish its members "ag-
sembling rates and informaetion". Assembling rates consist
of a complete detailed record of all the rates and routings
cf the inmportant transportation ccmpanies betwesn the various
cities where the wholegale memders purchase their goods and
the consolidating points at Chiecago and St. Paul, The con=-
solidating agent in Chicago is the Crooks Terminal Warehouse
located at 5817-5967 W. 65th Street, and the agent at
St. Paul is the St. Paul Loading Terminal, Central Warehouse

Company, located at 739 Pillsbury Avenue. It required sever-
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al years to accumulate all the necessary data for this as-
senbling rate file. A similar service could be performed by
the Missoula assoclation after it had becoms well established,
Thls record of rates includes not only the truckers' rates
to the consolidating points but also those of the intermed-
iate rallroads. Thus, for example, if a wholesaler places
an order with a manufacturer located in Louisville, Kentucky,
he may not be familiar with the best and cheapest way of
routing the goods to the Chicago consolidating point. The
wholesaler in this case would contact the Billings Shipping
Corporation, obtain the necessary infometion from the as-
sembling rate file, and then place the order with the manu-
facturer, including complete shipping instructions. To faclle
itate the inclusion of the shipping instructions with each
order the Billings Shipping Corporation furnishes each membei
with a supply of shipping instruction stickera to be attached
to the purchase order. (Figures 7 and 8.) It was estimated
that a saving of approximately fifty cents per hundred pounds
resulted from the use of the assembling rate record. ¥r. Early
also nmentioned that in the majority of cases the goods were
shipped to the consolidating point by means of truck rather
than rail.

VI. CONSISTENCY OF SHIRIENTS

The regularity of shipments was discussed during this
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Shippers must make B/L read to:

Billings Shipping Corporation
¢/o Crooks Terminal Warehouse
433 Vi. Harrison Street

Chicago, Illinois
n
In order to secure assembling rates show
in body of each B/L oconsignee

at Billings, Montana

FIGURE 7
SHIPPING INSTRUCTIONS FOR DELIVERY TO CHICAGO
CONSOLIDATING POINT

Ship this order to:

¢/o Billings Shipping Corporation
Central Warehouse
St. Paul, Ninnesota

Your bill of lading must conform with the
above routing instruction to protect
pool oar charges.

FIGURE 8
SHIPPING INSTRUCTIONS FOR DELIVERY TO
ST» PAUL CONSOLIDATING POINT
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meeting as 1t 1s important that there be a certain consistency
in the tonnage shipped from month to month. kKr. Early stated
that there was no definite answer to the guestion of tonnage
consistency because of so0 many variable factors at work simule
tanseously. Such factors include the general seasonal purchag-
es of the various wholesalers, changes in the price level,
new products, govgrnmental regulations such as texes and var-
lous restrictions, and the tendency to carry high or low in-
ventories depending on the dbusiness outlook. However, in the
case of the Billings Shipping Corporation, such a wide variety -
of goods are handled, and in such large quantities, that the ‘
volume of tonnage has remained at a rather steady level from
period to periogd. Some items decrease In tonnage at certain
periods of the year, but these decreases have generally been

offset by increases.in other items,
VII. DETAILED OPERATIONS OF THE BILLINIGS SHIPPING CORFORATION

The following discussion presents the géhgral operat-
ing procedure for the Billings Shipping Corporation.

Thae forwarding agents, Crooks Terminal Warehouse in
Chicago, and the Central Warehouse Company in St. Paul, re-
ceive the merchandise from the various manufacturers and
suppliers according to the.shipping instructions from the
purchasing wholesalers. The frelght forwarders load the cars

and make out a large detailed report called a "manifest™
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which lists all the items in each car and to which wholesalers
the goods are consigned. (This manifest is one of the rail-
roads’ requirements of all freight forwarders.) The manifes®
is attached to the freight bill for the transportation cost
between the consolidation point and Billings. Also attached
to these documents are coples of the various freight bills
of the truckers and other rallroads for the transportation
rendered from the suppliers to the consolldating point., The
railroads that furnished transportation service fronm the sup-
pliers to the consolidating point draw drafts on the Billings
Shipping Corporation, and the truckers supplying such service
merely send their involces to the consolidating agent to be
forwarded to the corporation, The drafts drawn on the Bil-
lings Shipping Corporation and the freight bill c¢overing the
consolidated shipment from either Chicago.or St. Paul are
paid the day after receipt of these documents, The truck
bills are pald on a weekly basis and the customary accounis
rayable ledger is maintained by the corporation.

Upon recéipt of the consolidated freight bill and the
manifest, an employese in the office of ths corporation makes
up a distribution sheet. (Figure 9.) This sheet, upon com-
pletion;.must be reconciled with the freight bill and the
manifest. VWhen reconciled it then serves as the basis for
billing individual members. The charges are based on the
latest freight rates as published by the corporation in the
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Rate Bulletin (see Figure 6 page 54). The actual billing to
the wholesaler is made on a form very similar to & regular
railroad freight bill, (Figure 10.)

After the distribution sheet and the billings to mem-
bers have been completed, a Recapitulation Report is made,
(Figure 11.) This report shows a breakdown of the total
charges for the freight car. The billings to the individual
members are then totaled and recorded on this sheet under
the item of "Freight Revenue”. The difference between the
total charges of the railroads end the freight forwarders,
and the total revenus represents the "profit" or "loss" on
the freight car. A profit must be shown, and it should theo-
retically equal the operating expenses of the Billings Ship-
ping Corporation alleocated to the processing of that one car.
If a "loss™ is shown on this report, 14 indicates that the
charges made to the individual members were too low and that
the published rates should be revised on the Rate Bulletin,
If a "profit" ls indicated, this profit should not be so
large that 1t exceeds the aotual ccst of operating the corp-
oration, because the organization functions as a non-profit
company. The rates, however, would not be revised becausa
one car shows an excessive profit or a loss as there are
many variances in the rates depending on the type of merchan-
dise in the car; the silze of the car, and the total weight,

Usually the charges to members are revised if thers ia &
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Original Freight BRill

BILLINGS SHIFFING CORPORATION Phone 2543
Date Pro. lo.
Consignee
Destination
From
Description welght | Rate | Freight | Advances | 1otal
|
|
|
Date Received 194 _ Make all checks payable to
Signature Billings Shipping Corporation,

TIGURE 10
VEIOLESALER'S FREIGHT BILL
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RECAPITULATION REPORT KO.

FRQM CAR NO. DATE
Northern Pacific Rallwey Co.
C. B. & Q. Rallroad Co.

Total

Central Warehouse Co.

Crooks Terminal Warehouses, Inc.
Handling Charge
Freight Revenus

Total

Advance Charges

C. O. D.'s
Total Accounts Receivable
Heated or Refrigerator Car Tonnage F
Chicago Weight over short
St. Paul Welght ~over short
Total
Railroad VW%, over short
Contraband Vt. Chicago #
" "  St. Paul #
Total i
Billings References: CB&Q RAILROAD NP Rallroad
{Chgo tc Minn. Tfr.) (Minn. Tfr. to
Billings)
Car Yo.

WB Date & No.
Pro., & Date

Chicago Pro, los.

St. Paul Pro. 1‘3030'

FIGURE 11.
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definite trend in one direction,

The common practice 1s to fix the rates charged to meme
bers at a conaervgtive figure, so that over a period of one
yeqr's operations, the final accounting shows a slight "defi-
¢it". Iach year this defioit is eliminated by a "eontribu-
tion™ from the Blllings Traffic Bureau, sush funds actually
coming fram the $25.00 to $100.00 annual dues paid by the
viholesalers to the Billings Treffic Bureau.

The Billings Shipping Corporation does not operate
under an all-comaodity rate but rather under a two rate sys~
temi. It has been granted two rates for full car shipments;
one rate applies to third class goods and higher, and the
other rate applies to fourth class goods and lower, In Kis-
soula, such an organization would have to apply for an all-
sommodity rate through the rallroads and obtain the approval
of the Transoontinental Freight Bureau, Hontana Lines Conmite
tee and the Interstate Caommerce Counmission., Mr. Early ex-
plained that the Yontana Llnes Coumittee is a group made up
of the ratse experts of the Northern Pacific Rallroad; Chicago,

Kilweaukee and St. Paul Railroad; Great Northern Rallroad, and

the Burlington Road,

VIII. EFFECT OF A MISSOULA CAR POOL AS30CIATION
0N PRIVATE CARLOADING COUPANIZES

Mr. Early expressed an opinlion that the opsrating car-

loading oompanieg such as Universal Carloading & Distributing
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Company and Natiohal Carloading & Distributing Corporation
would strongly opposeﬂény all-commodity rate to Misaoula and
the establighment of a car pool association. The main reason
for this opposition would be the loss of revenue in such
places as Butte, where they have local offices and distribute
ing facilities. A certain amount of business i1s done by kis-
soula merchants with dealers in Butte who have alrsady made
use of these carloading campanies by having shipments from
manufacturers handled through their facilities. Kany orders
of Missoula merchants are placed with the menufacturers with
the shipping instructions stating "cheapest way”. In such
instances the manufacturers route the orders to these car-
loading canpanies anéd after the merchandise is received in
Butte, trucking companies then transport it to Xlssoula for
another freight charge, It is certain that the establighment
of a pool car association in Missoula would reduce the amount
of freight now being handled in Butte. By the establishment
of a pool car associstlon in Missouls, the portion of freight
handled by these private carloading companies would be elim-
inated and the profit they are no@ earning on such operationg

would be diverted to the kissoula members through lower rates.
IX. THE FREIGHT FORWARDER PROBLE{

A major problem in sterting a car pool association in

Missoula would be that of obtalning the services of a reliable
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freight forwarder in Chlcago, or some other consolidating
point. Kr, Early stated that at present this is a aifiicult
problem, and that undoubtedly it would regquire a representa-
tive of the organization to travel to Chicago or some other
point and make the arrangements by psrsonal oontact.

Missoulats problem in thls respect would be more dif-
fioult than for an organizatlion such as the one in Billings
because of the very nature of the goods handled. In the cass
of Billings, the maubers are all wholesalers dealing only in
certain naterials and their individual orders would bs com-
paratively larcer than the retailers' orders in Missoula,

It would be necessary for a Missoula organization to be made
up primarily of retallers because of the type of business in
this locality., In Billings, membership in the corporation
wags restricted by various requirements, whereas in Missoula,
the qualifications for membership would have to be liberal in
order to sseure enough businessg for successful operations,

Since the retailsrs* shipments would normally be
smaller than wholesalers' shipments, the individual freight
cars wuld be nade up of more orders end & greater variety
of goods. Such & carloed would requirs consgiderably more
handling on the part of the freight forwarder. Freight for-
warders are now hesitating on such arrengements, according
to Mr. Zarly, becsuse of the high labor costs invelved and

elso because there is &n abundance of business other than
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that which a liissoula organization could offer,

X. SWKARY OF CAR POOL ASSOCIATION AT GREAT FALLS

A review of the Great Falls par pool association was
covered during this meeting. This organization is quite
similar to the one that would be formed in Kissoula because
of the nature of the business, that is; consisting mostly
of retallers rather than wholesalers, This association was
formed recently by assessing each member $10.00 and obtain-
ing the balance of its working capital from a loan., The
operatlong 1In Great Falls.are scmewhat different from those
in Billings, In Great Falls, when a shipment is received;
it is handled by a local transfer company. This transfer
company pays the freight bill to the railroad and is later
reimbursed by the assoclation. In this manner the transfer
company is financing a great part of the business, The same
type of arrangements possibly could be made in ¥issoula
through Reely's Storage and Freight Terminal because it has
all the necessary equipment énd facilities for handling full
cars. It was Mr, Early's opinion that the local transfer
agent should partially finance the organizatlen by paylng
the railroad charges in advance, because of the amount of

business the agent would derive from the associatlon,
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XI. PROBLEM OF FURNITURE DEALERS IN A NISSOULA ASSOCIATION

- MNr, Early was asked for his opinion regarding the
furniture dealers in Missoula since they already have their
own pooling arrangements. (Refer to page 30.) Hs stated
that they should be invited to join the association since
furniture takes a high freight rate classification and
would result in considerable savings. He ad&ed that all the
furniture dealers should not be adunitted to membership be-
cause of the possibility that a car might be loaded completew-
ly with furniture which is comparatively light conaidering
its bulk, and therefore the minimum weight for the freight
car may not be obtalned. The ideal car load would be a mix~»
ture of low classification items which would build up the
required weight and high classification items which would
build up the greatest freight savings. However, apparently
Mr. Early is-not aware of the present full carload rate’ on
furniture now being obtained by this furniture pool, As
pointed out in the previous dlscussion of the Missoula fur-
niture car pool the rates are fran $2.39 per hundred pounds
to $3.63 per hundred pounds depending on the minimum weight
of the shipment. If a Missoula pooling assoclation was
formed, and application for an all-cormodity rate was made,‘
it appears that the rate would be approximately $4.00 pexr

hundred pounds. Under these circumstances there would be
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no incentive for the furniture dealers to join the associa-
tion, exscept that perhaps they would receive quicker delivery
because the assbciation would have more frequent shipments
than the present furniture pool. This does not infer:that
an all-commodity rgte of an estimate $4.00 per huﬁdred
pounds is too high, because the carload rate on furniture is
less than this amount, Genérally carload rates will be low-
er than all-commodity rates. All-commodity rates result in
a saving only over less-than-carload rates.

XITI. OSUGGESTED PROCEDURE FOR ORGANIZING

’ A MISSOULA ASSOCIATION
A proposed plan for organlzing & car pool in Missoula
waa outliped to Mr, Zarly, and he concurred that the follow~
ing steps were in order:

l1. A mesting should be called by the Chamber of Com-
merce consisting of the local industrial develop-
ment committee or most of the prospective members
to the organization. This mesting should includs:

a) a review of the steps taken to date regarding
the car pool,

b) a discussion of the posaidbility of organizing
an agsociation in Missoula, including the prbb-
lems to be encountered and possible solutions,

c¢) a discussion of the type of orgaenization to be

foxined,
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2. A detaliled study of the prospective members'
freight bills for a certain period of time. This
part of the study is nsceessary to obtain a reason-
able estimate of the amount of freight to be
handled and also to determine the type of goods
shipped, The type of goods shipped is importent
because this has a bearing on the estimated sav-
ings due to the different class rates.

3. If it 1s decided that a car pool arrangement should
be gstablished in Missoula, another meeting should
ba‘called for the purpose of determining how to
ralse the necessary money for a fund with whioh
to meet the expénsas of organizling the associa-

tion.,
ZITI. SMARY

In summary, Mr, Early strongly urged the following
polnta:

1. A minimum of 30,000 pounds weekly must be obtained.

2. The individual appointed to act as manager of the
organization must be thoroughly educated and ex-
perienced in dealing with rallroads, freight
rates; and transportation in general,

4. Extreme care must be exercised when selscting
the freight forwarder in Chicago or other con-
sollidating point,
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4. The local transfer company should be obliged to

help finance the assoclation's operations by pay-
ing the frelight bill when due. The assoclation
then bllls the members, colleets the money, and
reimburses the transfer company for the freight
bill it pald and also for its own handling chargs,

5. The association must be organized on a non-profit
basis,

6. A preliminary study of the estimated tonnage is
essential,

7. A working capital fund of at least $4,000.00 to
$5,000.00 is necessary to cover the cost of organ-

ization and setting up actusl operations.
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CEAPTER V

PRELIMIKARY STEPS TAXEN FOR THE DEVELOB:ENT OF A
POOL CAR ASSOCIATION IN'MISSOULA; ¥ONTANA

The Industrial Development Committee of the Missoula
Chamber of Commerce held a luncheon-meeting at the Park
Hotel on October 14, 1949, for the primary purpose of re-
viewing the progress made on the pool car study and to deter-
mine the next steps to be taken for its developuent. Iir.

I. V. Anderson, chairman of the committee, led the discussgion
which resulted in the appointment of a speclal coumittee cone
sisting of Kr. George D. Pendray, Mr. Mont B. Morrow,

Mr. A. E. Strom, and the writer, to carry out the develupment
of this study.

It was decided that this committee should adopt a pro-
gram for a study of the frelght coming into Missoula from
points east and south of St. Paul, Minnesota, in order to
determine whether there is a sufficient quantity of freight
originating from this section of the country to warrant the
eastablishment of a pool car organization. A resolution was
passed to the effect that a meeting of this new comnittee
gshould be held at the local offices of the Chamber of Cou-
merce for the purpose of developing a procedure for the

analysis of freight bills of Missoula wholesalers and retail-

eXrs.
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I. THE FREIGHT SURVEY OF MISSOULA

On October 25, 1949, this cormittee met at the offices
of the Chamber of Comnmerce and the main topic for considera-
tion was the proposed freight bill snalysis. It was the
consensus that an attempt to analyze the freight bills per-
gonally by the individual committee members would be unsat-
isfactory, primarily because of the length of time reguired.
It ves decided, thorefore, to issue a letter to prospective
members of the contemplated pool car association, requesting
them individuslly to furnish the freight information on forms
whieh would be enclosed, and to return them to the Chamber
of Commerce for recepitulation. The letter was drafted and
approved by the conmittee, and it was decided to distribute
this letter to twenty-four wholesalsrs and %o all the major
retailers (totaling seventy-four) that perhaps would be inter-
ested in joining the proposed assosclation. The writer draft-
ed the fom to be included with this letter and it received
the approval of the comnittee. Refer {o Figure 12 for a
copy of the letter and Figure 13 for the enclosed form.

The lettoers and forns were printed and distribution
wag made by the Chamber of Commerce on Noveaber 3, 1949,

For a detailed schedule of the distribution of this letter
refer to Appendix A and Appendix B.
The general opinion of this special committee was that
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U207 E MAIN PHONE 6624

MISSOULA, MONTANA

November 3, 1949

ARE YOU INTERESTED IN SAVING MONEY?

During the past six months, a Subcommittee of the
Industrial Development Committee has been studying
the possibility of organizing a Pool Carloading
Association,

This Committee is convinced that if such an
association could be formed, Missoula retailers
and vholesalers would save thousands of dollars
each year on freight costs.

In order that the Committee may have concrete
Facts upon vhich it can determine whether or not
such an organization is feasible, it needs your
help. Till you assist to the extent of listing
on the enclosed forms (additional forms available
upon request) the tonnage which you have received
during two average months, taken from your freight
bill files? If it is inconvenient for you to do
this, upon your request we will arrange to have
someone compile the information for you from your
records.,

If you are not familiar with the operation and
possible savings under a Pool Carloading plan,
please call the Chamber of Commerce office,
Phone 662L, and a committeeman will be glad to
call on you and give you full information. If
possible, the Committee would like to have this
information within the next two weeks.

Sincerely,

R - s
I. V. Anderson, Chairman®
Industrial Development Commitiece

IVA:cld
FIGURE )2
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only a very small number of firms would reply, primarily be-
caugse of the time involved in obtalning and listing the
requested information., It was hoped, however, that many
would maeke inquliries concerning the transportstion plan, and
that perhaps in this nanner, with the personal ald of a com-
mittesnan in such cases, the necessary infomation would
eventually be obtained,

At the termination of the two-wesek period in which
the freight data was to be accumulated, the writer checked
with the Chamber of Commsrce to determine the raéponse to
the letter. At that time only two or three firms had replled
and it was suggested that more time be alloved before con-
sldering all replies received. At the end of another two-
week period the writer again contacted the Chamber of Com-
merce, and at this time it was clearly indicated that no more
replies would be received.

The campaign to obtain the requested freight informa-
tion by direct mail rather than by personal contact 4id not
meet with much success. .The response to thege letters was
practically negligible, with only four of the 24 wholesalers
and thres of the 74 retailers submitting replies. None of
the dealers contacted the Chamber of Commerce in response to
the offer to have the information compiled by a representa-

tive of this organization, There were no requests to have a
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committeeman call at a wholesaler's or retailer's place of
business to'explain the general operations of & pool ocar:
association,

_ In en attempt to obtain the necessary freight informae
tion, and at the same time to try to determine the reason
for such a small number of replies, the writer contacted the
Chamber of Commerce and secured the entire record dealing
with the freight survey. During January and February; 1950,
the writer personally interviewed twenty-three retailers and
eleven wholesalers, and in most instances, obtained permis-
sion to analyze their 1949 freight bill file. (Refer to
Appendix C for a detailed 1list of dealers personally contact-
ed.) From these freight files the freight compllation forms
originally distributed by the Chamber of Commerce were com-
pleted. Becauss of the conslderable length of time involved
in securing this information fron the dealers, the freight
record of only one month wag recorded. Each month recorded
was selected at random and in all cases represented an aver-
age month's freight shipment according to the dealsr.

The freight weight reported by the seven replies re-
ceived directly by the Chamber of Commerce totaled 45,646
pounds. The total weight obtained by direct personal con-
tact by the writer amounted to 145,677 pounds,

The weight recorded by the writer included only freight
bills which indicated that the shipment was made direct from
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the manufacturer or other supplier to the dealer in Kissoula.
During the analysis of these dealers®' freight bill files, it
was noted particularly that a great number of these invoices
ware for 1€ss-than~darlaad shipments from Butte, Kontana, and
that the supplier was located in some other city; generaily
east or south of St. Paul, Upon inquiry it was found that
these particular shipménts were being routed from eastern
cities through the services of private carloading companies;
and this was substantliated in a few cases where copiss of the
original freight bill covering the shipments to Butte werse
attached to the freight bill covering services from Butte %o
Missoula. One dealer mentioned that approximately one half
of his shipments from the east came by way of a carloading
conpany to Butte, and then by truck from Butte to Missoula,
Therefore it would be conservative to increase the recorded
welght obtained by the writer by perhaps 6 or 10 per cent in
order to account for these additional shipments.

The procedure of routing shipments to Butte through
the services of private carloading companies and hence to
ﬁissoula by truck was explained by another dealer. Orders
are placed with the manufacturers and suppliers and the ship-
ping instruetions are simply "cheapest way", With those in-
structions the traffic departments of the manufacturers route

the shipments through the carloading companies.
As previously stated, the purpose of this preliminary
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freight survey was to deternine whether there is a sufficient
amount of less-than-carload freight being shipped from the
east to warrant a pool car organization. The special: aub-
comnittee of the Industrial Development Committse was of the
opinion that at least one full carload should be shipped
fron the consolidating point each week, and that the minimum
welght per car should be 30,000 pounds. This sub-committee
also felt that two cars per week would be sonsiderably more
satisfactory, not only because of faster service by having a
car released from the consolidating polnt every three or
four days instead of one car per week, but also from the
standpolnt of costs. With mors shipments, the overhead ex-
penses of the organization would be more widely distributed,
resulting in lower total costs per pound for ithe members,

Computing a month as equivalent to four and one-third
weeks, the total monthly weight, on the basis of one 30,000
pound car per week; would be 129,900 pounds, and on the
basis of two cars per week it would total 259,800 pounds,
The total weight tabulated thus far from the replies recelv-
ed by the Chamber of Commerce and from the personal survey
13 191,323 pounds. A 5 per cent increase applied to the
welght recorded by the personal survey, in order to account
for the less-than-carload shipments routed through the car-
loading companies at Butte, would amount to an additional

7,284 pounds. Thersfore the grand total of recorded weight
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would be 198,607 pounds,

Since only approximately ons third of the total deal-
ers originally solicited have been included in these figures,
i1t would be reasonably conservative to double the above grand
total figure. On this assumption the final total weight
would be 397,214 pounds, which exceeds the estimated minimum
requirements for a two carload weekly schedule by 137,414

pounds,
II., ADDITIONAL FACTORS DEVELOPING FRQY THE FREIGHT SURVEY.

In addition to the above estimated weight, other fac-
tors not included in the computation would tend to materially
inorease this tonnage. Such factors are shipments now moving
from the eastern part of the country to Missoula by motor
carrier, stop-in-transit oars, parcel post and express, and
the possibility including shipments of dealers outslde Xis-
soula, but within the surrounding area. Sonme of these fac-
tors are discussed in detall below,

The personal interviews with dealers not only pro-
duced the information concerning freight weight, dbut also
developed many other factors that should be considered in
connection with the pool sar plan, Tﬁe first point deserv-
ing comment was the dealers' reactlon to the interviewer and
especially to the request for obtaining the freight weight

information, This 1s a very important factor because a
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favorable dealers® attltude toward the pool car plan is es-
sentlal to its success. In most cases the interviewsr, after
stat;ng his purpose, was welcomed, and, after a brief discus-
slon, was granted access to the freight bill files. A few
dealers even apologized for not responding to the letter sent
o them‘by the Chamber of Commerce. In a few cases, a lengtiay
axplanation of the entire plan was required before permis-
sion t0 review the freight bill file was granted. In a few
instances, 1t appsarsd that the dealer felt that the dis-
closing of such freight information was tending toward the -
disclosure of confidential business information, but in such
cases the attitude ultimately changed during the course of
the eonversaticn. In a few other cases the interviewer was
not granted permission to revisw ths freight billl file; but
was asked to return within a few days to obiain information
which would then be assembled and recorded by either an em-
ployee of the fira or by the dealer himself.

Cne {dealer, very famillar with pool ecar plans, having
previously besn employed by another pool ecar association,
discussed the proposed plan at great length with the inter-
viewsr., The interviewsr asked what this dealer considered
to be the primary reason for the poor response to the letter
issued by the Chamber of Commerce. His reply was that many

dealers were not acgquainted with the operations of a pool

qar association, and that only a very few reallze the great
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amount of savings in freight cost that may be obtained by an
efficiantly managed organization.

Another dealer mentioned that until a few months ago;
he purchased from suppliers in the east but that due to the
high transportation cost, orders were now being placed with
suppliers in Washington, If transportation rates were less
then the present high level this dsaler would sgain purchase
from eastern suppliers, because hs prefers their guality of
merchandiss, or because of a wider stock of items from which
to select, or perhaps due to better service. If other cases
gimilar to this one exist, some additional tonnage from ths
east could be anticipatad due to the lower rates obtained
through the pcol car plan,

Another dealer stated that his shipments were routed
from eastern polnts in truckloads, not becauss ﬁhere was a
saving 1In transportaticn costs, but because of a saving in
the length of time the goods were In transit. He estimated
that shipping by truck reduced the time in transit one full
day, adding that freight by rall was slow becausze of the
necessary stops in transit for loading and unloading the car,
and that frequently a car could lose one full day or more at
one stop enroute, Under ordinary circumstances a freight
car loaded in Chieago or St. Paul and routed straight through
to Missoula as the only point of destination would not be

delayed at intermediate points or side-tracked as a stop-in-
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transit car. If the length of time in transit is the decid-
ing factor as to method of shipment, and if a pool car to one
destination point would save time, such dealers as mentioned
above, would also add thelr orders to the pool car plan.

Several dealers hesitated at the 1dea of a pool car
assocliatlon because of the long delays between the releass
of each car at the consolidating point. As previously men-
tioned, these dealers assoclated lonz delays with all pcecl
car plang because they were aware of the operatiocns of a
manufacturerts stop-in-transit pool ear. Such cars are
usually released at intervals of from two weeks to two months.
After these dealers were informed that the proposed poosl ear
asgociation intended to ship one or two full cars on a weskly
basis, thsy agresed that such a plen would be very beneficial.,

A few dealers objected to the plan on the grounds that
they would not be able to receive goods soon enough on those
orders that required the fastest possible service. It was
pointed out that even if a dealer participated in the plan
tﬁat he would not be required to route all his orders
through the pool car system. ; Dezalsrs would still be free to
instruet suppliers to ship their purchases in any manner
they desire, There would be no compulsion on the part of
the members to ship goods in the pool cars.

On the basis of this preliminary freight survey and

the above mentioned factors, Missoula does have a sufficilent
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quantity of goods shipped from the east tO’warrant the estab-

lishment of a pool caf association.
III, FINANCING THE POOL CAR ASSOCIATION

As mentioned previously, it was noted that a similar
method was used to finance the operations of pool car associe
ations in Montana. These organizationé were formed a&s non-
profip oorporations and sold stock at a nominal price to the
participating members. The procesds from the sale of stock
produced only a relatively small percentage of the necessary
working capital, The balance of the funds were obtained by
loans. As discusged on page 48, the Billings Shipping Cbrpor-
ation oriZinally finenced its operation by a $5,000.00 loan
made by the Billings Treffic Bureau in addition to the funds
received fram the stock issue. The loan actuelly came from
funds which reprssented dues paid to the Billings Traffic
Bureau by its members. The maunbers of the Billlngs Shipping
Corporation were all members of the Billings Traffle Bureau,
so in r;ality'the pool car association was finesnced by its
own members in an indirect manner,

A Missoula pool car association would face & differené
problem. It has been estimated that a working capital fund
of approximately $5,000.00 would be the minimum requirement.
This amount of money is oonsidered necessary in order to meedl

the initial expenses.
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These Initial expenses would be substantial, The suc-
cess of the entire poocl car plan depends on the person selected
as manager of the assocliation, A liberal salary therefore
would have to be offered for this position in order to at-
tract a well qualified person. This salary must be currently
paid during the organization period, prior to the actual re-
ceipt of any revenue., In addition it would probadbly be nec-
essary to employ another person as a secretary.

Prior to the actual operations, expenses must be in-
curred for sending a representative of the proposed associa-
tion to St. Paul or Chicago to locate a reliable freight
forwarder and to enter into a contract for the assosciation.

The actual organlzation of the assoclation requires
certain expenses such as legal fees for the lncorporation and
cost of obtaining the charter, stock certificate, stationery
and miscellaneous supplies.

At the start of actual shipments, freight bllls render-
ed by the railroads must be paid within a very short perlod
of time, As the first ear‘arrives, a certain amount of time
would be required to distribute the charges to the various
members, send out the billings and collect the payments.
These payments would not be received in time to be used for
settling the railroad's charges for the car. Perhaps two
cars may be received at Missoula before collections on the

billings to the individual members would be received. It
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has been roughly es?}mated that a full cerload may cost the
association $1,000.0C to $1,400,00, so that it may have to
pay $2,000.00 to $2,800,00 before receiving any funds from
the members.

This amount of working capital cannot be obtained in
Missoula in the same manner that the Billings Shipping Corpore
ation was financed. The sale of capital stock to one hundred
subscribers would produce $1,000.00 if sold at $10.00 per
share, or $2,500,00 if sold at $25.00 per share., 1In either
case, the balance required to make up the minimum amount of
working capital, $4,000.00 or $2,500.00 respectively, would
have to come from an outside loan,

It appears that a loan from a financial institution
would be rather difficult to obtain. Assuming that $5,000.00
is the minimum working capital and $1,000.00 was cbtained
through the sale of stock, the differsnce of $4,000.00 would
rspresent the amount of the loan. A $4,000.00 loan would be
equivalent to 80 per cent of the total capital of the corpor-
ation. If the stock sold at $25.00 per share the proceeds
would amount to %2;500.00 and a loan amounting to $2,500.00
or 50 per cent of the capital would be required. In addition,
the corporation would have no tangible assets to pledge as
security for the loan. Under these circumstances 1t appears
that funds would only be granted if some individuals, such as

the officers of the association, would underwrite the loan.
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A suggestion was offersed to the writer that possibly
the local Chamber of Commerce would be in & position to ad-
vance the necessary money from its own funds. On January 31,
1950, the writer contacted the Chamber of Commerce to deter-
mine whether the pool car association could antieipate finanwe
¢ial assistance from this organization. The essistant mana-
ger of the Chamber of Commerce informed the writer of its
present financial status and budget problems, and it was evie
dent that no aid could come from this source,

Another guggestion was the issuance of assessable
stock. The effect of this Buggestion would be that indirect-
ly all the members of the assoclation would bs underwriting
a loan, It is the general opinion that the issuance of assed=
sable stock would not be advisable, because many prospsctive
members would refuse to subscribe to such stock.

One othsr possible source of funds could be the local
transfer agent. The following information was obtained from
personal meetings on February 1 and February 2, 1950 with
the two major transfer agents in Kissouls,

It was pointed out that the agent could pay the rail-
road freight blll when it was presented, and subsequently
this agent would be reimbursed for this amount plus his
handling charge from collections made through the association

fran ite members. In this manner the agent is partially
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finaneing the asgsociation for the interval between the date
of payment to the railroad and the date of recsipt of funds
from the assoolation, Such an arrangement would conslderadbly
reduce the working capital requirement of the association.

Another method of handling this partial financing
plan would be to have the association compute the memberst
invoices and issue these to the transfer agent., At the time
of actual dellvery of the merchandise to the dealers, the
agent could present the bills for immediate payment., This
system would result in placing the freight charges on an in-
dividual €. O, D. basis. A possible disadvantage to this
plan would be the fact that the association might not have
sufficient tine to compute the individual billings before
final dellvery was made, There ars several possible varia-
tions of this plan. The invoices could be presented to the
dealers at the time of delivery and payment of the charges
could bs made periodioal;y to the agent, for example, twilce
a month, This would definitely be an advantage for the deal-
ers; but the transfer agent would thus be reguired to have
his money tied up in paid freight bills to the rallroad, and
would therefore be justified in increasing his handling or
service charge, and undoubtedly he would require the associ-
ation to guarantee payment by all dealers. In addition there
would be the problem of receiving collections promptly from
the dealsers on the bi-monthly due dates,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



g0

It is not absolutely necessary that the association
compute the billings to the dealers., This function could be
performsed by the transfer agent. In such a case the associ-
ation would be required to notify the agent in advance of
the proper rates to charge for the transportation from the
congolidating point to Missoula., With these rates the agent
could then make the billings. This service, on the part of
the agent, would obviously inerease his handling charge, as
considerable tims would be required to reconcile the mani-
fest (a schedule made out by the freight forwarder at the
consolidating point listing all the articles in the car and
to whom consigned) with the actual merchandise in the car
and then to elassify the goods, apply the rates and compute
the charges, and draw up the involces. This question of de-
temining which party should issue the invoices should be
determined in favor cf the most econanical method.,

Additional infomation was obtalned through the per-
sonal meetings with these transfer aegents, It was suggested
that it would be advantageous to select a freight forwarder
at a eonsolidating point that could use the facilities of
both the Northern Pacifie Rallroad Company and the Chicago
¥ilwaukee St. Paul and Pacific Railroad Company. In this
manner the goods could be routed over the lines of elther
road at the direction of the pool car assoclation. Ths

rates would be identical due to interstate commerce regula-
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tion but the service given by the individual reilroads:could
vary. One road might give preference to a car by routing it
as through traighf thereby reducing tre lenith of time in
transit. By having the services of both railrouds available,
the service given by the carriers would tend to be on a more
competitive basis, thus resulting in more efficient service.
The routing of cars over the two lines could be adjusted ac~
cording to the service received,

Another point mentioned by ons transfer agent was that
the delay of handling the merchandise in Missoula would not
be for any prolonged period. It was stated by both agents
that the handling of a carload of merchandise and delivery to
the dealers would ordinarily be completed within one day.

The transfer agent would be anxious to unload the sar so it
could be releassd to the rallroad as soon as possible due to
the fact that after a forty-eight hour period demurrage
charges would be made by the railroads. The agent would also
be anxious to make final delivery after unloading the ecar,
since a delay at this point would result in tyling up his
loading dock facilities and also the avallable storage space.

Another meeting was arranged with representatives of
the Northern Pacific Railway Compeny concerning the local
distribution of freight. It was suggested by the N, P, that
the entire processing of the merchandise arriving in Kissoula

in a pool c¢ar could be handled through the Northern Pacific
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Railway Company and its subsidiary, the Morthern Pacific
Transport Company, Arrangements could be nade to have loeal
dellvery performed by the transport cacpany and it would alss
colleot the charges from the dealers at the time of such de-
livery. Fron these collections, the transport company's
handling charges would be dedueted and the balance remitted
to the association, However the individual billings to the
dealers would have to be mads by the assoclation and given

to the transport company prior to delivery. In addition, the
assoclation would have to pay the rallrcad immedlately for
the freight charges from the consolidating point; as well as
the freight forwarder's charge and the freight bdills covering
transportation from the supplier to the consolidating point.
This meang that the association would have to securs a loan
in order to cover all these charges befors it receives col-
lections from the Northern Pacifiec Transport Company.

The answer to this entire problem of financing would
have to be determined by the manager of the association., To
the writer 1t appears that using the services of the Norihera
Pacifioc Transport Company ray be the most economlioal method,
aithough no definite charges were mentionsd in the sonversa-
tions with the local trarfsfer agents. The transport company's
handling charge may be somewhat less than the chorges of the
other local transfer agents because of the desire to obtain~

all the association's business for the Northern Pacific Rail-
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way Company. This gain, however, may be offset by the ex-
pense of finaneing the associatlion, The final decision will

have $0 be based on a cost analysis and considerstion of the

sarvices 4o be received.
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CHAPTER VI
CONCLUSION AND RECQMMENDATIONS

It 1s evident that it is more economical to ship goods
between two esteblished points under an all-commodity rate
rather than under a less-than-carload rate. Hbu@yer; to be
able to ship gcods under an all-commodity rate, certain re-
quirements must be net. The most important requiremeht is
that a large quantity of goods nust be shipped from one polint
of origin within a certain period of time. In‘Missoula; the
majority of business firma theat purchase merchandise in the
east, usually buy in relatively small quantities and pay the
high less-thanecarload raté.x This practice 18 to bs expected
vwhen consideration is given to the slze of the companies. A
steady flow of small shipments arriving in Missoula is the
result of this practice,

in place of this steady flow of small shlpments, a
regular schedule of fewsr, but larger, shipments possibly
could be arranged through the cooperation of these many small
business firms. This cooperation would result in the organie
zation of a pool car association.

Prior to the sctual establishment of such an assocla-
tion considerable work must be done., The success of a pool
car agsociation 1in Nissoula is dependent on the many varlable

factors indicated in previous sections of this report.
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Beoause of this uncertainty, no definite statement can be
glven as to whether such an organization would be a success,

The present study however, clearly indicates the possidbility

of a successful pool car association in Missoula. This study
could be readily used as the basis for a professional project
with the purpose of actually putting such an organization
into operation.

In the particular case of Kissoula, if all the dealers
purchased thelr supplies and merchandise at one marketing
center such as Chicago, or the Twin Cities, thers would be
no need to hesitate about forming the pool car assceciation.
The results of the freight weight survey of the c¢ity indicat-
ed that there 1s a sufficient quantity of goods shipped from
the east to warrant a pool car plan., But the problem is
complicated by the fact that merchandise purchased in the
east originates at widely scettered points. This problem is
further canplicated, since the freight charges applicable to
this merchandise for transportation services from the sup-
plier to the consolidating point are dependent on the various
territorial classifications and rates, the various distances
between the points of origin and the consolidating point and
the mode of transportation used. In addition, consideration
nust be given to the charges made by the freight forwarder
apd the local transfer agent in Missoula, and the operating

expenses of the car pool association.
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Some of the charges involved in a pooling plan can be
reasonably eatimated. TFor example, within certain limits,
depending on the total frelght tonnage handled, the operating
sxpenses of the association would remain fairly constant.,
The largest item of expense would be the association's pay-
roll. Therefors as the actual freight tonnage fluctuated
between these limits, the operating expenses would tend to
remain steady. Converting these expenses into terms of cost
per hundred pounds of freight, it would be found that the
cost per unit would also fluctuate slthough in the opposite
diréction. As the tonnage inocreased the distribution of the
operating expenses would be spread over more units, and the
expense per unit would decline; as the tonnage decreased, tha
operating expense per unit would necessarily inereage. IT
the total freight tonnage exceeded the upper limlt, the asso-
ciation's operating expenses would likewliss increase because
of the necessity of increasing the number of employees to
handle the additional freight. The manager of the associa-
tion could estimate the operating expenses and 1n this man-
ner, the amount per unit to charge the individual members
could be closely determined.

The freight forwarder's charge and the local transfer
agent's charges could be closely estimated by personal con-

tact prior to the formal act of entering into contractis with

them.
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The most difficult charge to estimate is the charge
for the transportation service fram the point of origin to
the consolldating point. To determinse such charges, sach
individual case would have to be studied in the light of its
own particular factors. Estimating these charges would re-
quire the servicea of a person that possesses a thorough
knowledge of the transportation business,

It is the general opinion that the logical points for
consolidating the shipments are Chlieago and the Twin Cities.
In the authort's Opigion the Twin Cities should be the initial
consolidating polnt, and perhaps after a period of success-
ful operations from this location, the second consolidating
point could be established. The basis for this opinion is
the fact that a relatively large percentage of the total
freight from the east is purchased within the vicinity of
the Twin Cities. 1If Chicago is selected as the consolidating
point, this Twin Cities' tonnage would be entirely eliminatel
from the plan, because it would be more econamical to ship
this freilght directly from the Twin Cities to Missoula at
the less-than-carload rate. The reason for this is obvious,
sinee it would cost considerably more to ship the goods to
Chicago in order to obtain the all-commodity rate, than the
savings resulting from the use of the all-commodity rate.

Mention should be made at this point of the possibil-

ity of routing merchandise in the opposite direction from
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Missoula to reach the freight forwarder. The limit to the
distance whioch merchandise can travel in the opposite direc-
tion ia flixed by the amount of the charges for such a haul,
Polnts of origin beyond the freight forwasrder's locetion nay
be at a considerable greater distance from the consolidating
point before 1t would be unprofitable to ship the merchan-
dise In a pool car, This decision to ship goods through the
services of the pool oar system or to ship them directly to
Missoula is conditioned by all the variable factors prev-
jously mentioned, and would require the services of a freight
experst,

To determine whether it would be more economical to
ship merchandise  through the pool car system or to route the
goods directly from the supplier to lMissoula does not infer
an endless study, As the facts of each casze are determined,
they eould be recorded in a separate freight information
file, This record would then be a valuable source of infor-
nation for processing future cases. Such a record would be
very similar to the "assembling rate” file maintalned by the
Billings Shipping Corporation,

The final selection of the freight forwarder, whether
the agent is located in Chicago, the Twin Citles or some
other city, shbuld be based on the opinion of the manager of

the association. It is the author's opinion, however, pro-

viding all other factors are equal, that the forwardsr that
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has the use of the facilities of both the Northern Pacifie
Railroad cumpany and the Chicago Killwaukee, St. Paul and
Pacific Railroad Company, should bs the one selected., The
infomation obtained by the writer during a meeting with one
of the local transfer agents is the basis for this opinion.

It was polnted out at that time, that since the
actual freight charged by either railroad wq&}d be identical,
the raillroads would tend to compete for the association's
business on the basis of services rendered. Such a situa-
tion would definitely be to the advantage of the assoecistion,

The question of the proper basls to be used for dis-
tributing the total pool car freight charges to the individ-
ual members must be settled., Of the two methods previously
discussed, the method of distributing the charges on a
strietly welght basis is definitely the quicker and easier
method: The one drawback to this method 1s that the charges
may not be distributed equitably among all the members. It
should be mentioned that such inequities could be subssquente
ly adjusted by periodieal refunds to certain members. To
determine the amount of these refunds, however, would entall
a rather detailed record system and undoubtedly such a rscord
would have to depend on freight classifications, which is tha
basis of the second method., The second method classifies
all items in the car eand then arbitrarily sets a rate for

each olass. If these arbitrary rates result in a profit or
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& loss to the association after a period of time; they could
then be adjusted accordingly. It is the author's recommenda-
tion that the method of basing charges on the various clasgsi-
fications should be used., The disadvantage of classifying
the items prior to final delivery is more than offset by the
process of determining inequities and making refunds. 1In
order 0 make refunds the funds would have to come from an
accumulated profit, and therefore the association's initial
charges would have to be generally slightly higher, It is
obvious that the members would prefer to have the original
charges as low as possibls and no future refunds.

This study has brought out two major points: (1)
transportation costs in Missoula are high; (2) there is a
possibllity of successfully operating a pool ¢ar plan to re-
duce transportation costs. Therefore it would be advisable
tc have a detailed investigation of the pool car plan under-
taken on a professional level, Such a step, however, re-
quires the use of funds with no immediate return. Thus it
is up to the dealers and merchants in Missoula to dstermine
whether this project should be undertaken. An important
consideration is that the entire plan requires leadership
and initiative, and perhaps these sould be obtained through
a group such as the loecal Chamber of Commersce. To the

writer it appears that the costs involved, not only in money
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but also in t.’g.me and effort, would be well worth while; and
if successful, material benefits in the form of savings in
freight costs would accrue to all the participating members,
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APPERNDIX A

DISTRIBUTION OF REQUEST FOR FREIGHT WEIGHT INFORSATICN

WHOLESALERS
Bon Ton Bakery | Motor Supply Co.
Carpenter Paper Co, Sheehan Bros. & Hober
*Coca Cola Botﬁling Co. Sherwin Williams Paint Co,
John R. Dally, Ine, Westerner's
Draggtedtts Zip Bsverages

Eddy Bakery

Fuller Paint Co.

*General Paint Corporation
Gold Medal Dairies

Golden Glo Creamery
Haines Independent Wholesale Grocery
Hardln Distributing Co.
*Interstate Lumber Co,

K G Distributors, Inec,
Majestic Candy Co.

Wisco kills

Missoula Brewing Co.
Missoula Drug Co.
Missoula Motor Parts Co.

*Raplied to letter from Chamber of Coumerce
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APPENDIX B

DISTRIBUTION OF REQUEST FOR FREIGHT WEIGHT INFORVATION

RETATLERS

*A & C Buy for less
Advance Plumbing Shop
Allen Drug Store

Anderson Plumbing & Heating Shop

Anderson Tire Service
Barthel Hardware

Bedord Implement Co,

H., 0. Bell Co.

Big Broadway Store

Brelje Office Supplies Co.
Britt Furniture Store
Bureau of Printing
Collins Texaco Service Station
Construction Equipment Co,
Davies Farm Supply Co.
Dixon & Hoon Shoe Co.

The Electrical Shop

Estes Maytag Store
Firestone Stores

Florence Hotel Pharmacy

Folsonm Co.

Fox Pharmacy

Gamble's Department Store
Gensral Appliance Stores
Hamilton Farm Equipment Co.
Hart Refineries

Hollyoak's Drug Store
Industrial Equipment Co.
Jensen Furniture Store
Jourdonnalis Brothers

Floyd Ketechun

Kramis Hardware

L &k Tire Shop

Lembke; the Plumber

J. ¥. Luecy & Sons

Miller Machinery Co.
Nissoula Furniture Mart
Missoula Hardware & Plumbing
Missoula Typewriter Co.
Missoulian Publishing Co.

Modern Plumbing & Bullding
Supplies

*Replied to letter from Chamber of Commercse
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A¥FPENDIX B {(continued)
DISTRIBUTION OF REQUEST FOR FREIGHT WEIGHT INFORSATION

RETAILERS

.ontgomery wWard & Co.

Morgan Plumbing & Heating Co. -
Mountain Tractor Co.

0., J. Kueller Tire Co,

0. K. Tire Shop

Office Supply Co.

*0Ogg Shoe Co,

Peek's Pharmacy

J. C. Penney Co,, Inc.
Peterson Drug Co.

Playmor Sporting Goods

Potter Refrigeration Co.
Merton Rasmussen Tire Shop
Save On Drug Stores

Savon Shoes

Schmid Plumbing & Heating Shop
Schmidt*sa Hardware

Seitz Plumbing Shop

Sidler Furniture Exchangé
Smith Drug Stores

The Sportsman

Standard Furniture Inc.
Stoick Cut Rate Drug Store
Thrasher Heating Service

The Times

Turmell Tire Co.

Typewriter Service & Supply C
Walford Electric Co.

Bob Vard & Sons

Weastern Construction Equipmen
Co.

Western Montana Electrie Co.

Westmont Tractor & Equipment
Co.

F. W. Woolworth & Co,

*Replied to letter from Chamber of Conmerce
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APPENDIX C

DEALERS PERSONALLY SOLICITED BY THE WRITER
FOR FREIGHT INFORLATION

VWHOLESAIERS
Bon Ton Bakery ¥ajsstic Candy Co.
Carpenter Paper Co.- Milssoula Motor Parts Co.
Eddy Bakery Notor Supply Co.
Gold Kedal Dairies Sherwin wWilllams Paint Co,
Golden Glo Creamery Westerner's
Dragstedt'a

RETAILERS

Barthel Hardware ¥issoulian Publishing Co.
Bureau of Printing 0. J. Mueller Tire Co.
Davies Farm Supply Co. Office Supply Co.
Dixon & Hoon Shoe Co. J. C. Penney Co., Inc.
Estes Maytag Store Save On Drug Stores
Firestone Storss Savon’ Shoes
Ganble's Department Store Sohmid's Hardware
Kramig Hardware Typewriter Service & Supply Co.
L & M Tire Shop Walford Electric Co.
J. M, Lucy & Sons Bob Ward & Sons

Missoula Hardware & Plumbing Westmont Tractor & Equipment Co,
F. W. vWoolworth & Co.
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