
High Hurdle For
Oklahoma Industry

By FINDLEY WEAVER

AN acute problem faces manufac-
turers in the southwestern states, including
Oklahoma, Arkansas, Texas and Louisiana,
because of the present freight rate structure
which discriminates against this region and
favors the northeastern part of the United
States . The competitive disadvantage of
Oklahoma and the Southwest resulting
from discriminatory rates is a material fac-
tor retarding the general economic develop-
ment of this region .
The problem as it appears in particular

industries is well known to many business-
men. But its full economic import is not
generally recognized .
Economic development of the Southwest

follows the pattern found in the history of
other regions. The early stage of this de-
velopment is characterized by extensive pro-
duction of agricultural raw materials and
exploitation of mineral and forest resources.
Despite a pronounced demand for labor and
capital, a region in its economic youth has
a shortage of these factors in proportion to
natural resources . Because of this deficiency,
a new territory adapts itself to a system of
production involving extensive use of land
and exploitation of other resources but a
sparing use is made of labor and capital .
The greatest comparative advantage is in

Findley Weaver, director of the Bureau of Busi-
ness Research at the University of Oklahoma, has
studied various problems affecting the growth of
industry in Oklahoma and the Southwest . Last
spring the Oklahoma Corporation Commission
asked Mr . Weaver and two members of the Okla-
homa A. and M. College faculty to analyze certain
economic evidence and represent Oklahoma at a
freight rate hearing conducted by the Interstate
Commerce Cominiss:on at St. Louis. Mr . Weaver is
continuing to act as economic adviser for the Okla-
homa Corporation Commission, and is probably the
state's best authority on the effects of freight rate
discrimination on industrial development in Okla-
homa .
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Freight Rate Discrimination
Against the Southwest Gives
A Headache To Business Men
Establishing New Industries

raw material production and not in manu-
facturing goods or rendering services .
A later stage of development is charac-

terized by increased specialization in the
production of manufactured goods and the
rendition of services, during which stage
the region becomes economically mature .
In time, the comparative lack of labor and
capital is overcome . Eventually all the land
becomes settled even to the point where sub-
marginal farm land is in cultivation . Min-
eral and forest resources are also fully ex-
ploited, in some instances to the point of
destruction or serious depletion . In this later
stage of development comparative advan-
tage shifts from raw materials production
to the economic pursuits of an industrial
society .
Development of a new region from a

colonial system towards economic maturity
has been retarded at times and accelerated
at other times by special conditions .
Manufacturing in the South and West

was delayed during the period between the
Civil and World Wars while industry in
the North and East grew rapidly. This
movement was accelerated by the destruc-
tion of capital equipment and impoverish-
tnent of the South because of the war and
by the expansion of markets for northern
goods because of the settlement of the West
and the Southwest. At the same time, na-
tional economic policies favored the North.
For example, free silver and other infla-
tionary programs were defeated and the
gold standard was established . This mone-
tary policy was adverse to the debtor sec-
tions of the country but favorable to the in-
dustrial North. The tariff policy was also
designed to protect Northern industry . Re-
lated to these national policies, restraint of
trade by industrial combinations, control of
patents, and innumerable unfair marketing
practices favored manufacturing in the

Points reached from five principal cities on a freight rate of
approximately ,$1, for first class less-than-carload shipments

North by eliminating competition else-
where. Finally, the freight rate structure
was designed in favor of manufacturing in
Official Territory .

In one important instance, however, the
economic interest of the West and South
did influence national policy . This influence
resulted in regulation of the railroads . But
despite the benefit of this regulation, it has
not removed the sectional discrimination in
freight rates that deprives the Southwest
of equal opportunity in manufacturing as
compared with the North and East .
Although economic conditions and na-

tional policies during the era between the
Civil and World Wars exercised a retard-
ing influence on the industrial development
of newer parts of the country, there have
been powerful economic forces, especially
since 1920, accelerating this development.
The chief of these has been the effects of
the depressions following 1920 and 1929
on agriculture . Relatively lower prices of
farm products have made agriculture less
profitable than it was prior to 1920 . This
circumstance forces people in agricultural
regions to seek new means of livelihood .
At the same time the need for manufac-
tured goods and services is growing be-
cause they play an increasing part in the
satisfaction of wants. Greater need for man-
ufactured goods and services, therefore,
combines with the adversity of agriculture
to shift comparative advantage to manufac-
turing.
But transportation costs are a primary

factor determining the location of manufac-
turing . Discrimination in freight rates
against a region can, therefore, restrict the
opportunity for its manufacturers in reach-
ing the wide market necessary to sustain
most kinds of manufacturing industry .
Moreover, a comparatively high level of
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transportation costs restricts even the local
market . For this reason the Southwest is
handicapped in securing the development
of industry favored by its comparative eco-
nomic advantages .
The nature and extent of discrimination

can be measured by making comparisons
of rates in different regions. For freight rate
purposes, the country is divided into five
major territories known as Official, South-
ern, Southwestern, Western Trunk Line
and Mountain-Pacific . Official Territory,
generally speaking, lies east of the Missis-
sippi and north of the Ohio rivers and in-
cludes, among others, the wealthy and pop-
ulous states of New York, Pennsylvania,
Illinois and Massachusetts. Southern Terri-
ritory is bounded on the West by the Mis-
sissippi river and by the Ohio river on the
north. The Southwest includes Oklahoma,
Arkansas, Texas and that part of Louisiana
west of the Mississippi . Western TrunkLine
Territory reaches from Iowa and Minnesota
to the Rocky Mountains and from Kansas
to North Dakota . Mountain-Pacific Terri-
tory includes Montana, most of Colorado
and Wyoming, New Mexico, and all other
states to the Pacific coast.
One general iricasure of the extent of dis-

crimination is found in a comparison of
the distances first class, less-than-carload
freight can be shipped in differentterritorics
at a given rate . Such a measure is valid be-
cause most rates for other classes and com-
modities are related to the first class rate .
To make this comparison a number of
points have been selected, the rates to which
from Chicago, Philadelphia, Oklahoma
City, Houston, or Atlanta are not less than
97 cents or more than $1 .03 . There are
few points the rate to which from the
foregoing cities is exactly $1 .00 . But those
points selected have a rate not more than
3 cents above or below $1 .00 and the aver-
age rate for all points is approximately
$1.00.

This comparison (see the accompanying
map) shows that for an average rate of 99/,
cents the average short haul distance from
Chicago is 281 miles . The average distance
of shipments from Oklahoma City at an
average rate of $1 .00 is only 125 miles. Av-
erage distances that can be reached from
other principal cities for approximately
$1.00 are: 298 miles from Philadelphia, 145
miles from Atlanta, and 131 miles from
Houston.
A second measure of the extent of dis-

crimination is found in a comparison of
rates in different territories on specific com-
modities for equal distances of shipment .
Innumerable such comparisons can be made
for different commodities and industries .
But the following are selected as illustra-
tions . The rate on sole leather in carload
lots from Oklahoma City to Chicago is
$1 .27 . The short haul distance from Okla-
homa City to Chicago is 825 miles . From
Philadelphia to Chicago, a distance of 817
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miles, the rate on sole leather is 60 cents.
The difference in these two rates is 67 cents
or 112 per cent in favor of the shipper in
Official Territory . There are no commercial
establishments in Oklahoma manufacturing
sole leather ; it is unlikely that one could
exist in the face of such a disadvantage . The
rate on cheese from Oklahoma City to St .
Louis, a distance of 543 miles, is 79 cents
while the rate from Green Bay, Wisconsin,
to Akron, Ohio, a distance of 551 miles, is
57 cents, a difference of 22 cents or 39 per
cent in favor of the shipper in Official Ter-
ritory . In this case the disadvantage in
transportation can be overcome only by
lower prices for milk or lower wages and
other costs of manufacture .
A third measure of the extent of discrim-

ination is afforded by constructing an index
of average rates applying to different terri-
tories for all classes of freight . Such an in-
dex, prepared by the Tennessee Valley Au-
thority shows the level of rates in South-
western Territory to be 175, using the rates
in Official Territory as 100. The index num-
bers for freight rates in other territories are :
139 for Southern ; 147 for Western Trunk
Line ; and 171 for Mountain Pacific .

FINALLY, a comparison of revenue per
ton-mile moving into terminals on Decem-
ber 13, 1933, shows the amount of revenue
collected for each mile a ton of freight is
hauled to be 31 .1 per cent greater in South-
western Territory than in Official Territory.
Revenue per ton-mile for other territories
was greater than that in Official Territory
as follows : Southern, 30 .7 per cent ; West
Trunk Line, 36 .3 per cent ; and Mountain-
Pacific, 19 per cent .

These measures of the extent of discrim-
ination show conclusively the competitive
disadvantage of a southwestern manufac-
turer in reaching the wide market found
in the large consuming centers of the north-
eastern part of the country or in serving
local markets in the Southwest.
An inquiry as to whether there is eco-

nomic justification for territorial discrim-
ination must begin with an analysis of the
practice of discrimination in general.

Railroads operate at decreasing costs .
That is, a large part of their operating costs
are fixed and do not vary with the volume
of traffic hauled . Consequently, the roads
seek a large volume of traffic which will
yield a total revenue sufficient to cover their
costs and leave enough to pay a fair return
on the investment.

In order to obtain a large volume, the
railroads discriminate in various ways in
fixing freight rates. A chief example of this
discrimination is found in the variation of
rates between commodities . Sand moves at
a rate lower than the rate on shoes. If rates
were equal on all commodities, those ar-
ticles of low value could not be shipped and
the railroads would have less revenue than
they have with discriminatory rates. There-

fore, discrimination between commodities
is justified on the ground that it is neces-
saiv in order to produce sufficient total reve-
nue. It is further contended that the prac-
tice of discrimination is to the advantage of
the shipper paying a high rate because his
rate is not as high as it would be in the
absence of discrimination . Since collecting
a large total revenue is the chief objective,
particular rates are fixed primarily on the
value of the service to the shipper and not
on the cost of hAuling. This policy is
summed in the rule of charging what the
traffic will bear.

Discrimination is not only practiced in
fixing rates on different commodities, but
there is also discrimination on the basis of
distance and size of shipment . A rate for a
long haul, for example, is not as great in
proportion to distance as the rate on a short
haul . Justification of this practice rests on
the fact that the fixed expenses at terminals
bear no relation to the distance the freight
is shipped. Therefore, the additional charge
for a long haul over that for a short haul is
small. Also the rate on a less-than-car-load
shipment is greater in proportion to weight
than is the rate on a carload shipment . In
general, the principal of discrimination on
the basis of commodities, distance and size
of shipment is economically justified and is
accepted as necessary in view of the eco-
nomic character of railroad operations .
The justification of discrimination be-

tween territories, however, is disputed . Pos-
sible grounds for applying a higher level
of rates in one section of the country over
the level applying in another section are:
First, the total cost of transportation may
be higher in some territories than in others .
Second, the density of traffic maybe smaller
in some territories than in others and con-
sequently, a higher level of rates becomes
necessary if the railroads are to meet costs
and earn a fair return c n the investment .
There is evidence that differences in the

total cost of transportation between differ-
ent territories do not justify territorial dis-
crimination in rates. In fact, the railroad
freight service cost (the cost to the rail-
roads) in the Southwest is less than that in
New England. In any comparison, regional
differences in cost are not proportional to
the variations in rate levels . Figures pre-
pared by the Bureau of Statistics of the In-
terstate Commerce Commission show the
carload cost in New England for commodi-
ties moving in box cars, for example, with
a net load of 25 tons, for a distance of 300
miles to be 134 per cent of the national
average. The percentage relation to the na-
tional average for other regions is 98 for
Southwestern, including Southern Mis-
souri; 102 for Eastern, excludingNew Eng-
land and Northern Illinois ; 94 for South-
ern; and 103 for both Western Trunk Line,
excluding Northern Illinois and Southern
Missouri and Mountain-Pacific.
These costs include carload operating ex-
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penses, rents, and taxes including allow-
ances for less-carload and passenger oper-
ating deficits, and 53/ per cent return on
the value of the property .

It ie true that the density of traffic is
greater in Official Territory than in the
Southwest. This fact can be used to argue
that the level of rates should be higher in
the Southwest. But it can also be argued
that a lower level of rates in this region
would result in an increase in the density of
traffic so that the total revenue of the rail-
roads would be unchanged or even in-
creased as compared with the amount of
revenue derived from a high level of rates.
This question as to the relation between
density of traffic and the level of rates can-
not be settled by the use of statistics . The
only way to know the extent to which the
volume of traffic will be increased by a low-
ering of rates is to lower the rates. But in
view of the advantages of the Southwest in
manufacturing, it is reasonable to believe
that the removal of gross discrimination
against this region would cause a marked
increase in traffic .
The Southwest is in urgent need of a

remedy for freight rate discrimination . The
first possible remedy is to ask for readjust-
ment by the Interstate Commerce Commis-
sion . A difficulty in using this remedy is
that present legislation does not clearly
specify that the Commission shall have com-
plete regulatory power over discrimination
between territories although certain pro-
visions of law, if interpreted broadly might
be used as a basis for territorial rate read-
justments. A second possible remedy, in
case the first is ineffective, is to pass new
legislation to fully authorize or make man-
datory territorial readjustments by the In-
terstate Commerce Commission . In this
connection it is to be recalled that the first
Interstate Commerce Act passed in 1887
originated from the influence of the West .

It is taken for granted that any remedy
sought by the Southwest will be opposed
by the Northeast. The industrial organiza-
tion of the country is based on the present
freight rate structure. To change this struc-
ture would cause wide-spread readjustment .
The cost of this industrial readjustment to
the nation must be considered . Neverthe-
less, the Southwest will not be satisfied to
retard in its industrial development indefi-
nitely because of vested interests in other
sections .

Sooners at
Home and Abroad

(CONTINUED FROM PAGE 19)
guage. His hope is to return later to con-
tinue his work .
Mr . Blakemore has been a student of in-

ternational law since becoming associated
with the Institute of Current World Af-
fairs in 1938, after his graduation from the
University School of Law.
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Advertising Executive
One of the youngest executives in one of

the nation's largest industrial firms, Lowry
Crites, '30, is now director of media for
General Mills, Minneapolis, Minnesota.
This recent promotion puts him in a top po-
sition in his chosen field.
Mr. Crites' career as a Sooner student

was relatively short, but none the less ar-
dent, for he fervently claims Oklahoma as
his alma mater. After graduating from a
Junior College in Wichita Falls, Texas, his
home town, he enrolled in the O.U . College
of Business Administration in the fall of
1927 . He worked in the oil fields the fol-
lowing year, but returned to O.U. for an-
other year of business courses in 1929-30.

This in-and-out schooling was prear-
ranged, however. With a friend, Tally Tim-
mons, he had a co-operative educational
agreement. One year Talley worked as
roustabout in the oil fields, and sent Crites
to school, and the next year-vice versa.
They were at O.U . together only for the
first semester of 1927, after which the flip
of a coin sent Talley out to earn the educa-
tion for that year .

Talley eventually got his degree in geol-
ogy in 1932 . By schedule, Crites should have
received his the year before, but fate inter-
vened, in the form of a job as accountant
for General Mills in Oklahoma City . Some-
thing else that intervened was Miss Mary
Jane Nelson of Wichita Falls. They were
married in the fall of 1930 .
The couple lived in Oklahoma City un-

til 1933 when Crites was transferred by
General Mills to Atlanta, where he was
division sales manager for Gold Medal
flour. In 1940 he was transferred to the main
office in Minneapolis.
His experience in accounting and sales

fitted him for the post of comptroller of
advertising and this year he was promoted
to the position of director of media. As such,
Mr . Crites has responsibility for placing of
several millions of dollars worth of adver-
tising in magazines, newspapers and radio
stations .
He is 35 years old, and although the de-

scription doesn't fit him any more his Soon-
er friends still call him "Skinny." He was
a member of the Kappa Alpha fraternity
basketball team which won the intramural
championship in 1930, but his present exer-
cise is confined to cribbage and an occa-
sional game of golf . The Crites have one
daughter, Jane Ann, 6 years old.

Masonic Honors
Three Sooners were among 25 Oklaho-

mans honored at the biennial session of the
Supreme Council of the southern jurisdic-
tion of Scottish Rite Masons held in late
October at Washington, D.C .

Elected to the 33rd degree in the Masonic
order were O. Fisher Muldrow, '22, Ard-
more, president of the Alumni Association ;
and Lewis S. Salter, '12fa, '17ba, Norman,
dean of the O.U . College of Fine Arts .
EmersonN. Price,'30, Vimta, was elected

a Knight Commander of the Court of
Honor.

This Isn't the Worst

Auto Thief

. . . the worst thief is

Hidden Wear and Tear

The odds are against your car being stolen . But
hidden wear and tear are stealing away the value
of your automobile every day . The only protec-
tion is to keep your car in first class condition,
properly lubricated and in good repair, and that
means, of course, having it serviced regularly in
a reliable, well equipped shop .
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Norman Paint and Paper Co.

Lynn Bullard, '27, Owner
105 R . Main St .
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KING G. PRICE
INSURANCE

"Where Insurance Is Not a Sideline"

118 N . Peters
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RUSSELL SMITH STUDIO

"Where Photography is an Art"

1271/2 E. Main
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VARSITY BOWL
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