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LIMITATION AND REDUCTION OF NAVAL ARMAMENT

To the Senate:

In requesting the Senate to convene in session for the special pur-
pose of dealing with the treaty for the limitation and reduction of
naval armament signed at London April 22, 1930, it is desirable that
I should present my views upon it. This is especially necessary
because of misinformation and misrepresentation which has been
widespread by those who in reality are opposed to all limitation and
reduction in naval arms. We must naturally expect opposition from
those groups who believe in unrestricted military strength as an
objective of the American Nation. Indeed, we find the same type
of minds in Great Britain and Japan in parallel opposition to this
treaty. Nevertheless, I am convinced that the overwhelming
majority of the American people are opposed to the conception of -
these groups. Our people believe that military strength should be
held in conformity with the sole purpose of national defense; they
earnestly desire real progress in limitation and reduction of naval
arms of the world, and their aspiration is for abolition of competition
in the building of arms as a step toward world peace. Such a result
can be obtained in no other way than by international agreement.

The present treaty is one which holds these safeguards and advances
these ideals. Its ratification is in the interest of the United States.
It is fair to the other participating nations. It promotes the cause
of good relations.

The only alternative to this treaty is the competitive building of
navies with all its flow of suspicion, hate, ill will, and ultimate
disaster. History supports those who hold to agreement as the path
to peace. Every naval limitation treaty with which we are familiar,
from the Rush-Bagot agreement of 1817, limiting vessels of war on
the Great Lakes, to the Washington arms treaty of 1921, has resulted
in a marked growth of good will and confidence between the nations
which were parties to it.

It is folly to think that because we are the richest Nation in the
world we can outbuild all other countries. Other nations will make
any sacrifice to maintain their instruments of defense against us, and
we shall eventually reap in their hostility and ill will the full measure
of the additional burden which we may thus impose upon them. The
very entry of the United States into such courses as this would invite
the consolidation of the rest of the world against us and bring our
peace and independence into jeopardy. We have only to look at
the state of Europe in 1914 to find ample evidence of the futility and
danger of competition in arms.

It will be remembered that in response to recommendations from
the Senate a conference between the United States, Great Britain,
and Japan, for limitation of those categories of naval arms not covered

1



2 LIMITATION AND REDUCTION OF NAVAL ARMAMENT

by the Washington treaty of 1921 was held at Geneva in 1927.
That conference failed because the United States could not agree to
the large size of fleets demanded by other governments. The stand-
ards set up at that time would have required an ultimate fleet of
about 1,400,000 tons for the United States. As against this the total
United States fleet set out under this treaty will be about 1,123,000
tons.

Defense is the primary function of government, and therefore our
first concern in examination of any act of this character is the test of
its adequacy in defense. No critic has yet asserted that with the
navies provided in this agreement, together with our Army, our aerial
defense, and our national resources, we can not defend ourselves; and
certainly we want no Military Establishment for the purpose of domi-
nation of other nations. Our naval-defense position under this treaty
is the more clear if we examine our present naval strength in compari-
son to the present strength of the other nations, and then examine
the improvements in this proportion which will result from this treaty.
This improvement arises from the anticipation of parity in battle-
ships to be reached 10 years hence under the Washington arms treaty
and the fact that other nations have been building in the classes of
ships not limited by that treaty, while we, until lately, lagged behind.

On the 1st of January last the total naval tonnage, disregarding
paper fleets, and taking only those ships actually built and building,
was, for the United States 1,180,000 tons; for the British Empire
1,332,000 tons; for Japan 768,000 tons. That is, if the United States
Navy be taken as 100, then the British Navy equals 113 and the
Japanese Navy 65. Under this treaty the United States will have
1,123,000 tons, Great Britain 1,151,000 tons, and Japan 714,000 tons,
or a ratio of 100 for the United States to 102.4 for Great Britain and
63.6 for Japan. The slightly larger tonnage ratio mentioned for
Great Dritain is due to the fact that her cruiser fleet will be consti-
tuted more largely of smaller vessels, weaker in gun power, but the
United States has the option to duplicate the exact tonnage and gun
caliber of the British cruiser fleet if we desire to exercise it.

The relative improvement in the position of the United States under
this treaty is even better than this statement would indicate. In the
more important categories—battleships, aircraft carriers, 8-inch and
6-inch cruisers, that is, omitting the secondary arms of destroyers and
submarines—the fleet built and actually building on January 1, of
this year was 809,000 tons in the United States, 1,088,000 tons in
Great Britain and 568,000 tons in Japan, or upon the basis of 100 for
the United States it was 134 for Great Britain and 70 for Japan.
Under this treaty the United States will on January 1, 1937, possess,
completed, 911,000 tons of these major units, Great Britain 948,000
tons and Japan 556,000 tons. In addition, the United States will
have one 10,000-ton 8-inch cruiser two-thirds completed. This will
give a ratio in these categories of 100 for the United States to 102.9
for Great Britain and 60.5 for Japan. The reason for the excess
British tonnage is again as mentioned above. In other words, the
United States, in these categories, increases by 102,000 tons, Great
Britain decreases by 140,000 tons and Japan decreases by 12,000,
tons. These readjustments of units are to take place during the next
six years. The treaty then comes to an end except for such arrange-
ments as may be made then for its continuance.
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The major discussion has been directed almost wholly to the fact
that the United States is to have 18 cruisers armed with 8-inch guns,
with an aggregate tonnage of 180,000 tons, as against Great Britain’s
15 such ships, with a tonnage of 146,800 tons and Japan’s 12 such
ships of a tonnage of 108,400 tons; the United States supplementing
this tonnage with cruisers armed with 6-inch guns up to a total of
323,500 tons, Great Britain up to 339,000 tons, and Japan to 208,800
tons; the larger gross tonnage to Great Britain, as stated, being com-
pensation for the larger gun caliber of the American cruiser fleet; but,
as said, the United States has the option to duplicate the British
fleet, if it so desires.

Criticism of this arrangement arises from the fact that the General
Board of the United States Navy recommended that to reach parity
with Great Britain the United States should have three more of the
10,000-ton cruisers (21 instead of 18), with 8-inch guns, and a total of
315,000 tons or 8,000 tons less total cruiser tonnage than this treaty
provides. Thus this treaty provides that insteaa of this 30,000 tons
more of 8-inch ships recommended by the General Board, we will have
38,000 tons of ships armed with 6-inch guns, there being no limitation
upon the size of cruisers up to 10,000 tons. Therefore, criticism re-
volves around less than 3 per cent of our whole fleet, and even within
this 3 per cent comes the lesser question of whether 30,000 tons of
ships armed with 8-inch guns are better than 38,000 tons armed
with 6-inch guns. The opinion of our high naval authorities is divided
on the relative merits of these alternatives. Many earnestly believe
that the larger tonnage of 6-inch ships is more advantageous and others
vice versa. However, those who seek to make this the outstanding
feature of criticism fail to mention that under the London treaty the
obligation of the Washington arms treaty of 1921 is so altered that
Great Britain scraps 133,900 tons of battleships armed with 13%-
inch guns, the United States scraps 70,000 tons of battleships armed
with 12-inch guns, and Japan scraps 26,300 tons. These arrangements
are made not only for reduction of arms but to anticipate the ultimate
parity between the United States and Great Britain in battleships
which would not otherwise be realized for several years.

There is in this provision a relative gain in proportions compared
with the British fleet of 63,900 tons of battleships with 13%-inch guns.
This is of vastly more importance than the dispute as to the relative
combatant strength of 38,000 tons of 6-inch cruisers against 30,000
tons of 8-inch cruisers. Indeed it would seem that such eriticisms
must be based upon an undisclosed desire to break down all limitation
of arms.

To those who seek earnestly and properly for reduction in warships,
I would point out that as compared with January 1 of this year, the
total aggregate navies of the three powers under this treaty will
have been reduced by nearly 300,000 tons. Had a settlement been
made at Geneva in 1927 upon the only proposal possible at that
time, the fleets of the three powers would have been approximately
680,000 tons gréater than under the treaty now in consideration.

The economic burdens and the diversion of taxes from welfare
purposes which would be imposed upon ourselves and other nations
by failure of this treaty are worth consideration. Under its pro-
visions the replacement of battleships required under the Washington
arms treaty of 1921 is postponed for six years. The costs of replacing
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and maintaining the three scrapped battleships is saved. Likewise
we make economies in construction and operation by the reduction
in our submarine and destroyer fleets to 52,700 and 150,000 tons
respectively. What the possible saving over an otherwise inevitable
era of competitive building would be no one can estimate.

If we assume that our present naval program, except for this
treaty, is to complete the ships authorized by Congress and those .
authorized and necessary to be replaced under the Washington
arms treaty, and to maintain a destroyer fleet of about 225,000 tons
and a submarine fleet of 90,000 tons, such a fleet will not reach parity
with Great Britain, yet would cost in construction over $500,000,000
more during the next six years than the fleet provided under this
treaty. But in addition to this, as stated, there is a very large
saving by this treaty in annual operation of the fleet over what
would be the case if we even built no more than the present programs.

The more selfish minded will give little credence to the argument
that savings by other parties to the agreement in the limitation of
naval construction are of interest to the American people, yet the
fundamental economic fact is that if the resources of these other
nations are freed for devotion to the welfare of their people and to
pacific purposes of reproductive commerce, they will result in bles-
sings to the world, including ourselves. If we were to accept the
Geneva conference base as the end of naval strength under competitive
building for the three Governments, the savings in construction and
operation by the treaty is literally billions of dollars.

The question before us now is not whether we shall have a treaty
with either three more 8-inch cruisers or four less 6-inch cruisers, or
whether we shall have a larger reduction in tonnage. It is whether
we shall have this treaty or no treaty. Itis a question as to whether
we shall move strongly toward limitation and reduction in naval arms
or whether we shall have no limitation or reduction and shall enter
upon a disastrous period of competitive armament.

This treaty does mark an important step in disarmament and in
world peace. It is important for many reasons that it should be
dealt with at once. The subject has been under discussion since
the Geneva conference three years ago. The lines of this treaty
have been known and under discussion since last summer. The
actual document has been before the American people and before the
Senate for nearly three months. It has been favorably reported by
the Senate Foreign Relations Committee. Every solitary fact whic
affects ]udgment upon the treaty is known, and the document itself
comprises the sole obligation of the United States. If we fail now,
the world will be again plunged backward from its progress toward
peace.

Tuae Waite Housg, July 7, 1930.
O

HerseErT HOOVER.
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LETTER OF TRANSMITTAL

Feperar, TraADE CoMMISSION,
Washington, June 30, 1930.

: ®
The PresmbENT oF THE UNITED STATES SENATE.

Sir: There is transmitted herewith a report of the Federal Trade
Commission regarding certain phases of the newsprint paper
industry resulting from the investigation made pursuant to Senate
Resolution 337, Seventieth Congress, second session.

Respectfully transmitted.

GarLaND S. Fercuson, Jr., Chairman.
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NEWSPRINT PAPER INDUSTRY

Feperar TrapE CoMMISSION,
Washington, June 30, 1930.

To the PresmENT oF THE UNITED STATES SENATE.

Sir: On February 27, 1929, the United States Senate directed the
Federal Trade Commission (S. Res. 337, 70th Cong. 2d sess.)
to investigate certain phases of the newsprint paper industry.
Information was desired as to whether the practices of the manu-
facturers and distributors of newsprint paper tend to create a mo-
nopoly in the supplying of newsprint paper to publishers of small
daily and weekly newspapers and whether such practices constitute
a violation of the antitrust laws. A report was requested as soon as
practicable, together with recommendations, if any, for necessary leg-
islation. The inquiry was confined to the terms of the resolution, and
in addition certain information was secured regarding the investment
of manufacturers of newsprint paper in newspapers.

SCOPE OF INQUIRY

Questionnaires were sent to each manufacturer of newsprint paper
in the United States. Breifly, the letter called for the total produc-
tion, analysis of sales, and prices since 1924, and the details of all
contracts for the sale of paper in effect during 1929. A complete
analysis of capital stock or other financial interest owned by each
manufacturer in other concerns, including newspapers, was also re-
quested. In addition, the manufacturers located throughout the
United States were visited by the commission’s attorneys who
examined the records and correspondence files of each concern. Cor-
respondence between the company and other manufacturers or
associations of manufacturers, jobbers, or publishers, as well as cor-
respondence between the branch offices ancf) different departments of
the company, were examined. Particular attention was given to the
question as to whether there was collusion among the companies as
to the fixing of prices.

Letters were also directed to 27 newsprint paper manufacturers
located in Canada, requesting information similar to that furnished
by the domestic manufacturers. Only five of these companies fur-
nished any portion of the information requested so that the statistics
presented in this report are not complete as to the operations of
Canadian newsprint manufacturers in the United States.

Data involving the purcliases and sales of newsprint paper, includ-
ing the quantity handled, the purchase price, and the selling price
annually for the years 1924 to 1929, were secured from jobbers
of this kind of paper. Their records were also examined by the
representatives of the commission, and this examination consumed

1



2 NEWSPRINT PAPER INDUSTRY

much of the time devoted to the investigation. The information was
believed necessary, however, so that the margin between the price
charged by the manufacturer and the jobber, from whom most
small newspapers make their purchases, could be ascertained.

Fifty-five owners of chains of newspapers furnished information
relating to their experiences in the purchase of paper. The letter
called for a complete list of newspapers owned, their circulation,
annual consumption of paper, from whom purchased, prices paid,
and details as to their financial interest in companies manufacturing
newsprint paper. A representative number of publishers were also
requested to furnish information which would indicate the impor-
tance of the cost of newsprint paper to them as compared with
the total cost of publication.

The associations composed of newsprint manufacturers include
the News Print Service Bureau, 342 Madison Avenue, New York
City, and the American Paper and Pulp Association, with general
offices at 18 East Forty-first Street, New York City. The associations
composed of distributors include the National Paper Trade Associa-
tion, with headquarters in the Graybar Building, New York City,
and its affiliated State and local associations. The leading associi-
tions composed of publishers are the American Newspaper Pub-
lishers Association, 270 Madison Avenue, New York City; the
National Editorial Association, with executive offices at St. Paul,
Minn.; and the American Press Association, 225 West Thirty-ninth
Street, New York City. All of the associations named were inves-
tigated for the purpose of ascertaining whether their activities
affected the industry.

SUMMARY OF PRINCIPAL FACTS

There are 42 paper mills located in the United States producing
newsprint paper and 38 in the Dominion of Canada. In 1929
the United States mills produced 1,392,276 tons while the Canadian
mills produced 2,728,827 tons. It is significant to note that the con-
sumption by publishers in the United States in 1929 was approxi-
mately 3,794,000 tons, of which 36.2 per cent was produced by
domestic manufacturers, 57.8 per cent was imported from Canada,
3.5 per cent from Newfoundland, and 2.5 per cent from - other
countries, principally from Sweden and Finland. It is also impor-
tant to note that the production of paper in Canada has increased
materially in recent years while the production in the United States
has remained about the same for several years. In 1919 the total
production of newsprint paper in the two countries was 2,178,000
tons. Of this amount Canada produced 803,000 tons, or 37 per
cent, while the United States produced 1,375,000 tons, or 63 per
cent. In 1929 the total production was 4,121,103 tons, of which
Canada produced 2,728,827 tons, or 66 per cent of the total, and
the United States produced only 1,392,276 tons, or 34 per cent.
This country is the principal newsprint customer of Canada and the
exports to the United States in recent years have increased in
proportion to the increase in production.

Of the 34 companies in the United States producing newsprint
paper the three largest are the Great Northern Paper Co., the
Crown Zellerbach Corporation, and the International Paper Co.
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These three companies manufacture 50 per cent of the newsprint paper
produced. In 1928 the Great Northern Paper Co. produced 22 per
cent of the total production in this country, the Crown Zellerbach
Corporation, approximately 15 per cent, and the International Paper
Co. and its subsidiaries about 11.7 per cent. In addition, the Crown
Zellerbach Corporation produced about 2.6 per cent of the newsprint
production of Canada and the International Paper Co. about 13.9
per cent. No evidence was disclosed indicating any agreements or
understandings between these companies with respect to prices.

The bulk of the paper consumed by the publishers is purchased
direct from the mills on contract. The paper is in rolls, although
a small number of publishers purchasing direct from the mills use
sheet paper for which there is a fixed differential of $5 per ton
over the price of rolls. Contracts for newsprint requirements are
made for periods of from 1 to 10 years, the price usually being
stated for one year only. In 1929, 1,437 newspapers in the United
States were supplied with 3,208,079 tons by shipment direct from
the mills, which was equivalent to approximately 80 per cent of the
estimated consumption in the United States. This does not include
the sales on contract of several Canadian companies in the United
States, which, if added to the tonnage accounted for, would increase
the total sold in this manner to more than 90 per cent of the con-
sumption. In two sections of the country small publishers have
formed organizations to purchase their newsprint requirements.
The operations of these cooperative buying organizations have been
successful, the Missouri Press Association serving 50 of its members
and the Pennsylvania Newspaper Publishers Association serving
14 of its members.

The price of paper reached the peak in January, 1921, when the
f. o. b. mill contract price was $130 per ton. The increase in the
price, which had been going up since 1917, had stimulated produc-
tion, and, as a result, prices immediately began to decline due to
overproduction. By January 1, 1922, the mill price was $70 per ton.
During the year there was an increase in the price from $70 to $75
per ton, which was the prevailing price until June 30, 1924. Since
then there have been six reductions in the mill price. By July 1, 1928,
the prevailing mill price was $62 per ton, with allowances for freight
charges in excess of certain rates. This price was to prevail during
1929. However, on October 29, 1928, the International Paper Co.
entered into a contract with the Newspaper & Magazine Paper
Corporation, purchasing organization for the Hearst papers, for a
large quantity of paper at prices substantially lower than those
previously announced. The contract provided for f. o. b. mill prices
with full freight allowed the purchaser to destination. The prices
which this contract would have established were from $7 to $10 per
ton lower than those previously announced. Since it is the policy of
the International Paper Co. to make the same price to all carload
buyers, the prices to the Hearst organization threatened to become
the prevailing price. However, after considerable negotiations with
the Canadian companies, including the Premiers from Ontario and
Quebec, which continued until February, 1929, an agreement was
reached whereby the contract price was increased approximately
$5 per ton.  Finally, on February 26, 1929, a new contract was
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executed between the International Paper Co. and the Hearst buying
organization embodying the revised prices, which were as follows:
$61.50 f. o. b. mill, freight allowed to Boston, Albany, Rochester, Syracuse.
$62 f. 0. b. mill, freight allowed to New York, Baltimore, Washington,

Detroit, Chicago, Pittsburgh.

$61 £. o. b. mill, freight allowed to Milwaukee.

$63 £. 0. b. mill, freight allowed to Omaha and Kansas City.
$65 f. 0. b. mill, freight allowed to Atlanta.

$67.70 £. 0. b. mill. freight allowed to San Antonio, Tex.

On the same day the Hearst purchasing organization renewed
contracts with the Anglo-Canadian Pulp & Paper Mills (Ltd.)
and the Brompton Pulp & Paper Co. (Ltd.), both Canadian corpora-
tions, naming the same prices as those fixed in the International con-
tract. The contract prices of these two companies represented sub-
stantial reductions in the prices previously effective to the Hearst

apers.

. Es a result of the above, the International Paper Co. worked out a
sytem of zoning and made a price applicable to publishers in each
zone which reflected the prices stated in the Hearst contract. These
contracts were for a period of five years. Other companies met the
price reduction of the International Paper Co. which prevails to-day,
although a determined effort was made by the Canadian officials to
have the price raised for 1930. A decision was reached that the
price would not be changed before July 1, 1930.

By comparing the price paid by the publisher purchasing on con-
tract in carload lots with the prices charged by jobbers for paper
in rolls and sheets, it will be seen that the margin of profit is not
unreasonable. The range of jobbers’ quoted prices for the entire
country in 1929 was as follows:

Rolls in 1-ton lots, $3.05 to $4.50 per hundredweight.

Rolls in 500-pound lots, $3.60 to $4.75 per hundredweight.

Sheets in 1-ton lots, $3.75 to $5.75 per hundredweight.
Sheets in 500-pound lots, $4.25 to $5.75 per hundredweight.

THE NEWSPRINT INSTITUTE OF CANADA

Following the announcement of the contract between the Inter-
national Paper Co. and the Hearst buying organization in October,
1928, the leading manufacturers of Canada, at the instance of the
Prime Ministers of the Provinces of Quebec and Ontario, organized
the Newsprint Institute of Canada. Its purposes are to restrict
production to the quantity sold, to allocate orders to the constituent
mills on the basis of their daily rated capacity, and to fix prices. It
is understood that all Canadian companies except the Canadian In-
ternational Paper Co., the Spruce Falls Power & Paper Co. (Ltd.),
the Ontario Paper Co. (Ltd.), and the two Pacific coast companies,
have joined the institute. The institute controls about 70 per cent
of the paper produced in Canada, which percentage of control is
much higher since the Ontario Paper Co. (Ltd.) is owned by and
sells its entire output of newsprint to the Chicago Tribune, and the
Spruce Falls Power & Paper Co. (Ltd.) sells practically all of its
output to the New York Times. Unsuccessful efforts were made to
induce the Canadian International Paper Co., a subsidiary of the
International Paper Co., to join the institute. Complete informa-
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tion of the combination could not be obtained due to the fact that
it is made up of foreign corporations over which the commission
apparently has no jurisdiction.

CONCLUSIONS

The following conclusions may be drawn from the facts disclosed
in the detailed report:

1. There is no company selling newsprint paper in the eastern part
of the United States with a sufficient proportion of the business to
constitute a monopoly.

2. The possible monopoly, or tendency toward monopoly, by the
Crown Zellerbach Corporation of the newsprint paper business in
the Pacific Coast States and the acquisition by the Crown Zellerbach
Corporation of the capital stock of the Crown Willamette Paper
Co., while controlling the Washington Pulp & Paper Co., are subject
matters of a case now being further investigated by the commission.

3. No evidence was found of any practices of the domestic manu-
facturers and distributors of newsprint paper showing unlawful dis-
criminations against the publishers of small daily and weekly
newspapers, or that constitute violations of the antitrust laws.

4. While the International Paper Co. sells only about 20 per cent
of the newsprint paper consumed in the United States, other domestic
manufacturers generally follow its lead in making newsprint prices.

5. The contracts entered into on February 26, 1929, between the
International Paper Co. and the Newspaper & Magazine Paper
Corporation, purchasing organization for the Hearst newspapers and
between the Hearst organization and each of the two Canadian com-
panies, viz, the Anglo-Canadian Pulp & Paper Mills (Ltd.), and
the Brompton Pulp & Paper Co. (Ltd.), resulted from the several
agreements and understandings, reached at various conferences
between and/or among representatives of the Hearst organization,
the International Paper Co., the Hon. L. A. Taschereau, Prime Min-
ister of the Province of Quebec, and the Hon. G. Howard Ferguson,
Prime Minister of the Province of Ontario. The two prime minis-
ters were acting on behalf of the newsprint manufacturers of their
respective Provinces. The purpose and the effect of the several
agreements and understandings were to fix and establish the con-
tract price of newsprint paper. The International Paper Co. was
induced to agree to an increase in the price of newspaper to the
Hearst papers by threats of diciplinary action on the part of the
prime ministers.

6. It is believed that the Newsprint Institute of Canada, if formed
and existing in the United States, would be in violation of the anti-
trust laws, including the antitrust provisions of the Wilson Tariff
Act, which reads in part as follows:

Every combination, conspiracy, trust, agreement, or contract is hereby declared
to be contrary to public policy, illegal, and void when the same is made by
or between two or more persons or corporations either of whom, as agent or
prinecipal, is engaged in importing any article from any foreign country into
the United States, and when such combination, conspiracy, trust, agreement, or
contract is intended to operate in restraint of lawful trade or free competition
in lawful trade or commerce, or to increase the market price in any part of
the United States of any article or articles imported or intended to be imported

into the United States, or of any manufacture into which such imported article
enters or is intended to enter. (Comp. St., 8831.)
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The Newsprint Institute of Canada is, however, a foreign com-
bination and is not under the jurisdiction of the United States, unless
it creates an agency in this country over which the Federal Govern-
ment could have jurisdiction. No such agency has been found to
exist in this country.

7. The International Paper Co. is the only marfufacturer of news-
print paper which aided publishers, to any appreciable extent, in’
financing newspaper publications. The evidence gathered in this
investigation tends to show that financial assistance was given in
conmde[atlon of securing long-term contracts to supply the pub-
lishers so financed with newsprint paper by the International Paper
Co. Since the beginning of this investigation the International
Paper Co. has disposed of practically all of its stock and other se-
curities in publishing companies.

RECOMMENDATIONS

The following recommendations are made:

That publishers of small daily and weekly newspapers, wherever
possﬂ)le, “set up machinery” for purchasing their requirements of
newsprint on a cooperative basis in order to- get the benefit of the
manufacturers’ contract prices for paper in shipments of carload lots.

2. That the United States Government, through the appropriate
departments, continue its experiments with the manufacture of paper
from farm-waste products.

3. That the government-owned timberlands and water-power cites
in Alaska be made available to domestic-owned companies on liberal
‘terms for the development of the paper industry in Alaska, having
in mind, of course, the conserving and perpetuating of these natural
resources.

4. That the future activities of the Newsprint Institute of Canada
in relation to the sale of newsprint paper and the fixing of the
market prices in the United States be watched closely with a view
to remedial action if any agency is found to exist, or is created
within the United States, for the ¢nforcement of such activities as
may be contrary to the antitrust laws of the United States.

Respectfully submitted.

. Garvanp S. Ferauson, Jr., Chairman.



CHAPTER 1
ORIGIN AND SCOPE OF INQUIRY

Section 1. The Senate resolution.

This inquiry into the newsprint paper industry has been made by
the commission pursuant to a resolution adopted by the Senate of
the United States reading as follows:

Resolved, That the Federal Trade Commission is requested to make an inves-
tigation upon the question of whether any of the practices of the manufacturers
and distributors of newsprint paper tend to create a monopoly in the supplying
of newsprint paper to publishers of small daily and weekly newspapers or con-
stitute a violation of the antitrust laws, and to report to the Senate as soon as
practicable the results of such investigation together with its recommendations,
if any, for necessary legislation.*

The above resolution was developed from another resolution (.
Res. 292, 70th Cong., 2d sess.) introduced by Senator Schall provid-
ing for “a special select committee of five Senators ” to investigate
the newsprint paper industry. The resolution made allegations in
its preamble to the effect that—

Whereas it is announced in the December 22 issue of a weekly newspaper-
trade magazine known as Editor and Publisher that a certain group of men
controlling the white paper business of the world has purchased a controlling
interest in a chain of American newspapers at a cost of $16,000,000 and that
such group is also prepared to purchase the controlling interest in many of the
large daily newspapers of the United States; and

Whereas the men composing such group are not citizens of the United States
but are citizens of foreign countries and are making such purchases in order to
induce publishers to make 15-year contracts with the group for supplying their
white paper; and

Whereas if such group should control many of the big dailies of this country
they might have sufficient influence to prevent the passage of a bill to utilize
farm wastes in the making of paper and thus prevent the establishment of a
competitive source for the supply of paper and thereby tend to place the pub-
lishers of the smaller newspapers of the country at the mercy of the group; and

Whereas in a series of syndicated articles by Blair Coan, a Washington news-
paper correspondent, it is suggested that the 15-year contracts offered by these
paper manufacturers may be for the purpose of preventing paper made from
farm wastes finding a market when produced ; and

Whereas it is essential to protect the smaller newspapers of the country as
well as the farmers who produce the farm wastes which may be utilized for the
manufacture of paper: Therefore be it

Resolved, * '* *

These charges were not referred to in the resolution which was
finally approved by the Senate. However, the commission has
covered the investment in newspapers by manufacturers and jobbers
of newsprint paper in this investigation and report.

1 8. Res. 337, 70th Cong., 2d sess., adopted Feb. 27, 1929,
1354—S. Doc. 214——-2 7i
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Section 2. Scope of the inquiry.

Soon after the resolution was received, the commission released
for publication a statement in which it said, “ The inquiry will be
carried on in strict compliance with the terms of the resolution.”
Specifically, the resolution requests the commission “to make an in-
vestigation upon the question of whether any of the practices of the
manufacturers and distributors of newsprint paper tend to create
a monopoly in the supplying of newsprint paper to publishers of
small daily and weekly newspapers or constitute a violation of the
antitrust laws.” The commission has followed the terms of the resolu-
tion and confined its inquiry to the practices of the manufacturers
and distributors of newsprint paper. The activities of associations
of manufacturers and jobbers of newsprint paper and also publishers’
associations have been investigated. Data on production, sales, and
prices of newsprint tpaper from January 1, 1924, to June 30, 1929,
have been collected from manufacturers having mills located in the
United States. Unsuccessful efforts were made to obtain similar
information from all manufacturers whose mills are located in
the Dominion of Canada.

The inquiry has covered the quantity of newsprint purchased
and the purchase price as well as the volume of sales and selling
prices by the principal paper merchants or jobbers in the United
States.

Section 3. Methods of conducting the investigation.

In these paragraphs will be described the efforts made to secure
the complete facts. The results will be shown on succeeding pages.

Manufacturers in the United States—A questionnaire letter was
mailed to each paper manufacturer in the United States which the
paper mill directories indicated to be producers of newsprint paper.
The letter was sent to 53 companies, 34 of which are manufacturers
of newsprint. Briefly, the letter called for the total production,
analysis of sales, and prices of newsprint paper annually since
1924, and the details of all contracts for the sale of paper in effect
during 1929. A complete analysis was requested of the ownership
of capital stock or other financial interest by each manufacturer in
all other concerns including newspapers.

The newsprint paper manufacturers located in the United States
were visited by the commission’s attorneys, who made an examina-
tion of the records, including the existing contracts for the sale
of paper and the correspondence files, especially correspondence
between the company and other manufacturers or associations of
manufacturers, jobbers, or publishers, as well as correspondence
between the branch offices and different departments of the company.
Particular attention was given to the question as to whether there
was collusion among the companies as to the fixing of prices for the
finished product.

Newsprint manufacturers located in the Dominion of Canada.—
Letters were written to 27 newsprint paper manufacturers located in
the Dominion of Canada and Newfoundland requesting information
on the number and location of newsprint mills operated, the total
production and sales for shipment to points in the United States, as
well as prices on sales in the United States annually since 1924.
Only five of these companies furnished the data requested. The
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others referred the request to their attorney located in New York
City, who furnished a part of the information but refused to furnish
lists of customers and prices of the Canadian manufacturers for ship-
ments to the United States. It was claimed that the companies, being
in a foreign country, were not subject to the commission’s jurisdiction.
Many personal interviews were had and there was much correspond-
ence with this attorney in a vain effort to secure the essential informa-
tion, which would have made the statistics presented in the report
practically complete.

Newsprint-paper distributors.—It was very difficult to obtain data
from which to compile a complete list of merchants or jobbers dis-
tributing newsprint paper. During the investigation the commission
sent either a questionnaire letter or one of its attorneys to 440 paper
merchants or jobbers, 191 of whom were found to be dealers in news-
print paper and who furnished information pertinent to the inquiry.
The letter called for the details of purchases and sales of newsprint
paper, including the quantity handled, the purchase price, and the
selling prices annually for the years 1924 to 1929. The attorneys
visited 286 paper merchants or jobbers, many of whom did not deal
in newsprint. In addition to assisting in the preparation of reports
the commission’s attorneys examined the records, including contracts
for the purchase and/or sale of newsprint paper and correspondence
with the leading manufacturers and associations of merchants and
publishers. '

The information, as outlined above, was necessary in order to
ascertain the margin between the prices charged by the manufacturer
and the paper merchant or jobber. In some quarters the charge had
been made that the small newspaper was at a disadvantage in pur-
chasing paper as compared with the large publisher who purchased
on contract from the manufacturer.

Newspaper chains—The owners of “chains” of newspapers were
called upon for information bearing on the newsprint-paper in-
dustry. A questionnaire letter was mailed to 68 such owners, 55 of
whom responded with information relating to their experiences in
securing their requirements of newsprint paper. The letter called
for complete lists of newspapers owned, their circulation, annual con-
sumption of print paper, from whom purchased and prices paid.
The chain owners were also requested to give complete details of
their financial interests in paper-manufacturing companies. Personal
ir}lltqrviews were had with the owners of some of the more important
chains.

Newspaper publishers—An effort was made to secure information
from a limited number of newspapers which would show the impor-
tance of the cost of newsprint paper to the publisher as compared
with the total cost of publishing the paper. To this end certain pub-
lishers were requested to furnish the commission with the names, loca-
tion, and circulation of their papers, the annual requirements of
newsprint paper, from whom purchased, and the price paid. They
were also asked to furnish the cost of newsprint and the total cost
of publishing the paper for a designated period. The publishers
responded generously with this information.

Associations—Investigation was made of the activities of asso-
ciations of paper manufacturers, paper distributors, and newspaper
publishers in so far as such activities may affect the newsprint paper
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industry. The manufacturers associations include the News Print
Service Bureau, 342 Madison Avenue, New York, N. Y., and the
American Paper and Pulp Association, 18 East Forty-first Street,
New York, N. Y. The distributor’s associations include the Na-
tional Paper Trade Association, with headquarters in the Graybar
Building, New York, N. Y., and its affiliated State and local associa-
tions. The leading publishers’ associations are the American News-
paper Publishers Association, 270 Madison Avenue, New York,
N. Y.; the National Editorial Association, with executive offices at
St. Paul, Minn.; and the American Press Association, 225 West
Fifty-ninth Street, New York, N. Y.



CHAPTER II

PRODUCTION, IMPORTS, AND EXPORTS OF NEWSPRINT
PAPER

Section 1. Development and growth of the industry.

The rapid growth of the newspaper publishing industry has made
the development of the newsprint paper manufacturing industry
possible. On the other hand the manufacture of paper from wood
pulp which had its beginning in the sixties (see report of the Federal
Trade Commission June 13, 1917, p. 23) made possible the enormous
increase in the number and volume of newspapers. In fact the two
industries depend upon and, to a great extent, support each other.

Newspapers—Following the beginning of the use of wood pulp
in the manufacture of paper, newspapers increased rapidly in num-
ber and also in circulation per issue. In 1860, which was prior to
the use of wood pulp, there were only 387 daily papers with a total
circulation of 1,478,485, and 3,173 weekly papers with a circulation
of 7,581,930. By 1927 the number of daily papers had increased to
2,265 with a gross circulation of 42,343,210. While the weeklies had
increased to only 7,760, their gross circulation in 1927 was 55,985,413.
The Sunday papers which, in 1860, were included in the figures for
daily and weekly papers, numbered 511 in 1927 with a circulation
of 27,695,859.

The increase in the number of papers and the circulation per issue
does not reflect the increase in the quantity of print paper consumed
unless the increase in the size of the newspaper (number and size
of pages per issue) is also considered. In the days when the “ rag-
man ” was the principal source of supply for the raw material, paper
was not so plentiful. In the absence of quick means of communica-
tion (telephone, telegraph, radio, etc.) news also was scarce. Some
of the early newspapers of the United States were printed on sheets
of paper 1114 inches by 15 inches, folded to make 4 pages 714 by 1114
inches. It is reported that one such paper printed but 3 pages,
leaving the fourth blank for “ personal messages.” (U. S. Bureau
of Labor Statistics Bulletin No. 475, p. 243.) In contrast to the
small 4-page paper of 2 to 4 columns per page of the early days,
it is now not uncommon to pick up a daily paper of 50 to 60 pages
18 inches wide and 21 to 24 inches long with 8 columns to the page.

The first Sunday paper published in the United States was the
New York Courier, started in 1825. (U. S. Bureau of Labor
Statistics Bulletin No. 475, p. 243.) It was a regular weekly news-
paper published on Sunday only and not a Sunday edition of a
daily paper. At first, Sunday papers were no larger than other
newspapers. The earlier reports of the United States Bureau of
the Census in compiling statistics included Sunday papers with
weeklies if published independent of daily papers, or with dailies

11
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if published in connection therewith. By 1909 Sunday papers had
become an important factor and were reported separately. Their
sizes have increased from that of the ordinary daily to a bulky
paper, many running well over 100 pages. One daily newspaper
reported issuing Sunday editions of more than 200 pages.

A statement has been prepared (see pp. 64 and 65) from reports
direct to the commission in conjunction with reports to the audit
bureau of circulation as published by Editor and Publisher, showing
the circulation of 100 daily papers, 67 of which publish a Sunday
edition, from which the following figures were taken:

1 Pages per issue Circulation

1

| Low High Average Low High Average
100 dathies: Rraosts & e oo R 1 14 46 29 27,233 | 1,319, 634 185, 290
07 Bundaysl. 2x2&el i ks o ol A A0 | 61 173 96 48,000 | 1, 546, 505 289, 291

A |

|

In 1860 there were 3,173 weeklies (including Sunday papers
published independent of dailies), with a circulation of 7,581,930.
The number had increased by 1909 to 13,903 papers (excluding
Sunday weeklies), with a circulation of 20,946,335. The number
of weeklies dropped to 12,145 papers, with a circulation of 20,740,551,
in 1919. There was a further decline in the number of weekly
papers by 1925 to only 6435 papers, with a total circulation of
15,989,700. No attempt was made in this investigation to ascertain
the reasons for the rapid decline in the number of weekly papers
published between 1919 and 1925. It should be noted, however, that
this was a period of postwar condition emphasized by scarcity and
abnormally high prices of newsprint paper.

Production of newsprint paper—Prior to the- introduction of
wood pulp into the paper industry, print paper was made of rags,
straw, and other vegetable fibers. (Report of Federal Trade Com-
mission on the newsprint industry, June 13, 1917, p. 23.) Wood
pulp was introduced into the paper business to take the place of
rags in 1867. (Christian Science Monitor, November 14, 1929.)
At first only ground wood pulp was obtained from the wood, to
which it was necessary to add about 25 per cent rag fiber to give
the paper strength. About 1891 a process was discovered for pro-
ducing chemical or sulphite pulp in which the long fibers of the
wood are retained. Since this discovery newsprint paper is made
wholly from wood by using 75 to 80 per cent ground wood and 20
to 25 per cent sulphite pulp.

From the beginning of the use of wood pulp, the development of
the newsprint paper industry in the United States has been rapid.
Statistics of early production are not available. According to the
reports of the Census Bureau, the paper mills of the United States
have produced the following quantities of newsprint paper during
the years stated :

1 For figures on production gathered during this investigation, see p. 23.
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TABLE 1.—Quantity and value of newsprint paper produced in the United States

Year Tons Value Year Tons Value

1,237,408 ($114, 314, 537
1,521, 080 | 110, 864, 736
1,563,318 | 106, 083, 161
1,516,929 | 98,782,477

569,212 | $20, 091, 874
912,822 | 35,906, 460

| 1,175,554 | 46,855, 560
1,313,284 | 52,942, 774
1,323,880 | 98, 559, 359

The production of newsprint paper by the United States mills
for the year 1929 was 1,392,226 tons. (News Print Service Bureau
- Bulletin No. 144, January 15, 1930.)

Section 2. Process of Production.

Newsprint paper is made principally from wood pulp. Spruce is
the most generally used wood, although hemlock and fir are also
used. Two kinds of pulp are produced from wood, first ground-
wood pulp in which the fiber is broken too short and when used alone
does not produce paper strong enough for ordinary use, and, second,
sulphite pulp in which the long fibers are retained. A cord of wood
will produce approximately 2,200 pounds of ground-wood pulp or
1,100 pounds of sulphite pulp.

The most economical newsprint mills are those located at natural
water-power sites, above which, in the river’s drainage basin, pulp-
wood timber is grown. The wood is cut into 4-foot lengths and trans-
ported to the mill by floating down stream, wherever possible, or by
rail or water transportation. A considerable quantity of the wood
is kept in the wood pond, and is conveyed as needed by automatic
carriers into the wood house where it is cut into 2-foot lengths and
passed through a large revolving drum, known as the barking
drum to remove the bark. Pieces of wood not thoroughly barked
are put through another and more thorough device known as the
knife barker.

Having been barked, the wood is assorted and the cleaner and
better grade is passed along to the “chippers” to be cut into chips
for the production of chemical or sulphite pulp. The other wood
is conveyed to the grinders to be converted into ground-wood pulp,
which, as stated above, can not be used alone for the production of
paper.

Ground-wood pulp—Ground wood or mechanical pulp is pro-
duced by applying pieces of wood to a large grindstone which
revolves at a high rate of speed within a casing. The casing is pro-
vided with pockets into which the wood is inserted and presseéf against
the revolving stone by hydraulic pressure. The grinders are usually
operated by water power, the stone being attached directly to the tur-
bine shaft. The ground mass of wood comes from the grinders in the
form of “slush,” which goes through a large screen sometimes called
the “ bull ” screen and then to “knotters ” to remove the coarser parti-
cles. The slush then goes through a series of screens. The accepted
stock from the screens is conveyed to a “thickener ” where a part of
the water is removed, the pulp going into stock for newsprint and the
white water returning to the bull screen to be used again. The rejects
ﬁog; ;21? screens go into stock for wrapping or other coarser grades
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Chemical pulp—A sufficient quantity of cleaned barked wood is
conveyed from the barkers to the “ chippers” where it is cut into
chips which are screened and conveyed to the chip loft ready for
use. Chemical pulp is produced by cooking the chips of wood under
steam pressure in a solution of bisulphite of lime. v

A common method of producing bisulphite of lime is known as
the “ tower ” system. In this system the sulphur is burned in speci-
ally constructed ovens with a limited amount of air, forming a sul-
phur dioxide gas. This gas is run through pipes which pass through
tanks of water to cool the gas and into tall towers usually made
of wood with a lead lining. The towers are filled with blocks of
limestone. A constant stream of water is inserted into the top of-
the tower. The sulphur dioxide gas passing upward through the
limestone, enters into combination with the water and lime and
forms a solution of bisulphite of lime which flows from the bottom
of the tower.

The process in the production of sulphite pulp is consummated
in large boilers generally known as digesters, usually cylindrical
in shape and tapering at both top and bottom, forming cones. The
digesters are made of boiler plate and lined with acid-resisting brick
or tile set in acid-proof mortar. The digester is filled with chips
and bisulphite of lime, the manhole closed, and steam inserted at
the bottom: “ This is continued until the steam pressure reaches
about 80 pounds and the temperature about 865°.” (Federal Trade
Commission report on newsprint paper June 13, 1917, p. 28.) The
cooking process requires from 9 to 11 hours. From the digester the
cooked mass goes to the blow pits to be washed to free it from
acids and other matter. It then passes through a series of screens
and the thickener into the sulphite pulp storage tank.

Paper making.—Ground pulp and sulphite pulp are brought to-
gether in the proper proportions in the mixer. The proportions
are about 7715 per cent ground wood and 2215 per cent sulphite.
A solution of aniline blue is added to the mixture to whiten the
paper. After being thoroughly mixed the pulp is conveyed to the
paper machine stock chests, from which it is pumped through weight
regulators into a mixing box, where water is added to bring it to a
proper consistency. It then goes through the paper machine screens
into the head box, a long narrow box at the head of and extending
across the full width of the paper machine. From the head box a
slushy pulp is fed onto a mesh-wire belt consisting of fine copper
wires woven with about 70 meshes te the inch. These belts are 80
to 90 feet long and their width determines the width of the paper
produced. Much, of the water is removed from pulp slush on the
wire belt and is returned to the mixing box to be used again. Just
before leaving the wire belt the pulp passes over vacuum boxes
which causes more water to be sucked through the mesh wire. At
the end of the wire belt the sheet passes between two rolls called
the couch rolls, the upper one of which is covered with a felt jacket.

From the wire belt the thin sheet of white pulp runs onto a woolen
belt and passes between a series of press rolls which squeeze out
further quantities of water. Thence the sheet runs over several large
hollow cast-iron cylinders called driers heated within by steam.
From the driers the sheet passes through the calender stack of rolls
and is wound into a large roll on the reel, thus completing the process
of making newsprint paper.
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The process of manufacture was more minutely described by the
Federal Trade Commission in its report on the newsprint industry

on June 13, 1917.

Section 3. Newsprint paper mills in the Uni.ted States.

There are 34 paper manufacturers with mills in the United States
producing newsprint paper. Some of these manufacturers also own
or control mills in Canada. These companies own or control 63
Reports
direct from the companies show that 47 of these mills were oper-
ated during 1928 producing 1,367,116 tons. It will be noted in this
report that the production of newsprint paper in the United States is
gradually decreasing from year to year and that a number of do-
mestic mills are being diverted to the production of other classes of

domestic mills equipped for the production of newsprint.

paper.

The rated capacity of the mills, however, has increased slightly
during the last five years. The following tabulation shows the names
of the companies with the location and rated daily capacity in tens

of their mills operating in the United States:

TABLE 2.—Names of newsprint paper manufacturers in the United States,
with the location and daily capacity of mills, 1924 and 1929

Great Northern Paper Co., Millinocket, Me.:
VG ST o o 1 P e e SRS e T S T RTRR SR CT O A . e T
East Millinocket, Me.
Maddsony Mighn . st St las ! e Gyl Rty e . ool L dwtrs. | CF T

Crown Zellerbach Corporation, San Francisco, Calif.

Camas, Wash._____
Port Angeles, Wash
International Paper Co., New York, N. Y.

Gilens BRHEIINC Y, u. . J 0 p R N e e el o T ol s e N
Fort Edward, N. Y___________
Hudson River, Palmer Falls, N. Y.
0Otis, Chisholm, Me_ . ...._.._.

Glen, Berlin, N. H__
Webster, Orono, Me.._ 2=
Winnipiseogee, Franklin, N. H__
Montague, Turners Falls, Mass.
Wilder, Vit

Weastb Tioh, Oregl, > L0 20N ey TiRed }

Bymiord, Mo "o ds Ss ) Ul Nl T e
De Grasse, Pyrites, N. Y. (fnrmf,rly De Grasse Paper Co.) -

Lake George, Ticonderoga, N. Y. ___________.______._____.__

Chateaugay, N. Y. (formerly High Falls Pulp & Paper Co.).

Norwalk, Conn. (formerly St. George Paper Co.)_.._______
Consolidated Water Power & Paper Co

Wisconsin Rapids, Wis

. Biron Rapids, Wis

Minnesota & Ontario Paper Co., Minneapolis, Minn.: I
St. Croix Paper Co., Boston, Mass.: Woodland, Me
Finch, Pruyn & Co. (Inc.), Glens Falls, N Y.L ooy il T i
St. Regis Paper Co., New York, N. Y.:

Deferiet NI S e a T O S B e B e e e e T

Norfolk, N. Y. (formerly Hanna Paper Corporation).

o g e 0 SRR TV LS T S el TS ST B D R T N }

Raymondsville, N. Y______
Cushnoc Paper Co., Augusta, Me. (formerly
Pejepscot Paper Co., New York, N. Y.:

ennebec Paper C0.) ...ccoo . __

Felenscot, iMe. L h O ERE SR Re e SWEL TP i enai e s hus 3T L @il 1l }

XashomgEalle, Mor wludhd,. o et L Rl A s e Dl o% e e S s e i
Escanaba Paper Co., Escanaba, Mich.: Groos, Mich. ... . . . i .___...__.
Inland Empire Paper Co., Millwood, Wash________

Algonquin Paper Corporation, Ogdensburg, N. Y __
Wisconsin River Paper & Pulp Co., Neenah, Wis.:
Gould Paper €0., Lyons-Balls, N. ¥ .- ooctor oot e amiaee
Blandin Paper Co., Grand Rapids, Minn. (formerly Itasca Paper Co.)._______.__________
Manistique Pulp & Paper Co., Manistique, Mieh._._._.___.______.
‘Waterway Paper Products Co., Chicago, I1l______
Hawley Pulp & Paper Co., Oregon City, Oreg.___..___
Northwest Paper Co., Cloquet, Minn,: Brainerd, Mi

1929

Tons
970
434

276

1,160

1924

Tons

737

392
130

1,041

176

25
31

250
244
133

172
194
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TABLE 2.—Names of newsprint paper manufacturers in the United States,
with the location and daily capacity of mills, 1924 and 1929—Continued

Gilman'Paper Co,, New Y ork, N, Y. Gilthan, Vi e ta, | o8 ENeivg i e 3T e il 62 48

Great Western Paper Co., Ladysmith, Wis_..______ 64 58
Grandiathen Falls Oo., Merrill, Wil oo it s i e e s 34 33
‘Watab Paper Co., Sartell, Minn._____ 83 27
Flambeau Paper Co., Park Falls, Wis__________________________ 32 25
Hennepin Paper Co., Minneapolis, Minn.: Little Falls, Minn._ 44 35

Alexandria Paper Co., Alexandria, Ind. (closed October, 1929).__________________________|.-._.__. 40
Sherman Paper Co., Watertown, N. Y.1______________________
Oswego Falls Corporation, Fulton, N. Y_
Dells Paper & Pulp Co., Eau Claire, Wi
Cliff Paper Co., Niagara Falls, N. Y____
Combined Locks Paper Co., Combined Locks,
Columbia River Paper Mills, Vancouver, Wash.: 2

Vancouver, Wash______________ T et S g T R et i B

Tasnwhters Washe oo Je Faid ol ool el s o JeRe L B el T
Patten Paper Go. (Ltd.), Appleton, Wis.: 2 Outagamie Mill, Kaukauna, Wis.
Oswegatchie Paper Co. (Inc.), Natural Dam, N, ¥ o v oo oooo oo
Tidewater Paper Mills Sales Corporation, Brooklyn, N. Y. (discontinued)
West End Paper Co., Carthage, N. Y. (discontinued newsprint)___________
Arrowhead Mills (Inc.), Fulton, N. Y. (discontinued newsprint) . _._______
Nekoosa-Edwards Paper Co., Port Edwards, Wis. (discontinued newsprint) _.___________

Total dally CanatilY s o e e e e e e s e e et oo S LA S L

1 Sherman Paper Co. changed over to specialties in 1927. They manufacture a small quantity of news-
print, but figures not included in total for 1928 and 1929.

2 Manufactured only a small quantity of newsprint. Not included in the total capacity.

Number of mills, 63; number operating in 1929, 41; in 1924, 54.

The Great Northern Paper Co., Millinocket, Me., is the largest
manufacturer of newsprint paper with mills wholly within the
United States. It owns and operates three mills, located, respectively,
at Millinocket and East Millinocket on the Penobscot River, and
at Madison on the Kennebec River, all in the State of Maine. These
mills are running exclusively to newsprint paper. They have a
combined rated daily capacity of 970 tons, and during 1928 produced
311,637 tons of paper. The company owns standing pulp wood
timber and produces both mechanical (ground wood) and chemical
(sulphite) pulp for its own consumption. It also operates one ma-
chine at the Millinocket mill for the production of mill wrapping
paper for its own use. ;

The Crown Zellerbach Corporation, San Francisco, Calif., is a
holding company owning or controlling, either directly or through
its subsidiaries, the Crown Willamette Paper Co., the Washington
Pulp & Paper Co., both operating paper mills in the United States,
and the Pacific Mills (Ltd.), with a mill in British Columbia,
Canada. The Crown Willamette Paper Co. owns and operates
newsprint mills at Camas on the Columbia River in Washington and
at West Linn on the Willamette River in Oregon. The Washington
Pulp & Paper Co. has a newsprint mill at Port Angeles, Wash.
These three mills have a rated daily capacity of 710 tons and
produced 211,085 tons of newsprint paper during 1928.

The International Paper Co., of New York, N. Y., although
probably the largest newsprint paper manufacturer in the world,
was only the third in quantity produced in the United States during
1928. The company owns 15 paper mills in the United States at
each of which it manufactured newsprint at some time during the
years 1924 to 1929. The combined rated daily capacity of these
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mills is 1,160 tons. Only five of these mills made newsprint paper
during 1928, producing a total of 165,405 tons, less than 50 per
cent of the company’s rated capacity. These five mills are located
at Palmer Falls on the Hudson River in New York, at Pyrites on
the Grass River in New York, at Livermore Falls on the Andros-
coggin River in Maine, at Berlin on the Androscoggin River in
New Hampshire, and at Franklin on the Merrimac River in New
Hampshire. Only four of the International Paper Co.’s United
States mills. were operated during the first three months of 1929,
producing 47,706 tons at the rate of 180, 000 tons per annum. During
December, 1929, following a controversy with the Prime Ministers
of the Provinces of Quebec and Ontario over the proposed increase
in newsprint prices, the International Paper Co. prepared to resume
the manufacture of newsprint in some of its American mills which
had been either closed down or diverted to other papers, as is indi-
cated by the following excerpt from Mr. Graustein’s testimony on
December 18, 1929:

Question. Would you mind listing the mills that you have begun the manu-
facture of newsprint?

Answer. I have sent for specific information, and I find that the statement
which I made is slightly premature, the facts being as follows: The High Falls
mill, which has been shut down for, I think, two years or more, has not, as I
thought, actually begun operation, but it is to start operation on next Monday.

The Lake George mill, which has not produced newsprint for, I think, two
years or more, is to be started to-morrow as to two machines on newsprint.

The Rumford and Fort Edward mills, which have been making in the imme-
diate past exclusively nonnewsprint grades, are now both producing newsprint
on some of their machines.

The Glens Falls mill, which has not been operating for perhaps two years,
is to be started on newsprint after the first of the year.

The three companies named above (Great Northern Paper Co.,
Crown Zellerbach Corporation, and the International Paper Co.)
produced almost 50 per cent of the total newsprint paper manu-
factured in the United States during 1928. 'Their production dur-
ing 1928 compared to the total newsprint produced was as follows*

TABLE 3.—Production of mewsprint paper by three large companies compared
with total production in the United States, 1928

Company %"z‘gs‘(xt)zg’sg' Per cent
@Greal Northerny Pgper @ol L% i L ele s il 108 L e L 311, 637 22.0
Crown Zellerbach Corporation.._ — 211, 085 14.9
internationaBPapee O % oot el T o Ao e SEe R 165, 405 1LY
'Total: deompames. . | (Sabiesios - 0uhi e imfr | s Mot be o vono b o o 688, 127 48.6
All other United States companies. - 3 726, 825 51.4
11 3007 71 WES O SN P e e s 0 e L R B il s B R Tt RGN IS B 1,414,952 100.0

The other companies, numbering 31, operated 36 mills, each pro-
ducing from 480 to 71,000 tons.

Production, 192)-1928—The table which follows shows the com-
panies operating in the United States and the newsprint produced
by each annually from 1924 to 1928:
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TABLE 4.—Quantity of newsprint paper produced by companies in the United
States reporting to the commission, 1924—1928

1928 1927 1926 1925 1924

Great Northern Paper Co-.-coccaooaoociooacaea. 311, 637 295, 465 289, 044 275, 644 272, 025
Crown Zellerbach Corporation. 211, 085 190, 062 185, 227 163, 249 162, 434
International Paper Co.l.____________ 165, 405 246, 109 349, 241 264, 630 221, 570
Consolidated Water Power & Paper Co.__ 71, 456 85, 987 90, 466 87,973 77, 511
Minnesota & Ontario Paper Co..____ 60,715 76,729 79, 834 63, 621 54, 767
St. Croix Paper Co_.._._____ 55, 880 47,173 54, 011 49, 220 46 345
Finch, Pruyn & Co. (Inc.) - 41,703 40,797 41, 242 40, 069 ‘37 365
St. Regis Paper Co.._ 42, 399 59, 675 86, 823 78, 010 105, 621
Cushnoc Paper Co. 39, 326 37,804 20, 679 19, 306 18, 261
Pejepscot Paper Co 37, 621 34, 355 40, 480 39, 647 32, 362
Escanaba Paper Co.. 32,721 32, 839 I 36, 634 23, 558 25, 975
Inland Empire Paper 32, 157 31,547 | 31, 936 26, 316 27,192
Algonquin Paper Corpomtl 30, 953 28, 574 | 28, 497 27,784 25, 864
‘Wisconsin River Paper & Pu]p b 25, 481 24,796 | 24,186 23, 859 21, 580
Gould Paper Co...._..._..._ 24,735 16, 337 | 30, 134 31, 259 22, 805
Blandin Paper Co____.__ 23, 924 22,131 | 23, 856 21, 082 18, 049
Manistique Paper & Pulp s 22,021 21, 548 | 19, 915 19, 249 19 114
Waterway Paper Products Co. 20, 954 23, 887 11, 498 11, 925 12, 574
Hawley Pulp & Paper Co. 14, 310 11,953 10, 558

)
Northwest Paper Co._ 16, 530 16, 866 ] 14, 334 13, 722 15 184
Gilman Paper Co....__ 14, 593 15, 147 14, 898 14, 579 14, 689
Great Western Paper Co. 11,075 9, 986 ‘ 10, 252 10, 136 12, 760
Grandfather Falls Co.. 10, 488 10, 141 10, 457 10, 411 9,877
‘Watab Paper Co.... . 7,458 { 3,674 2, 684 1, 560
Flambeau Paper Co. 6,719 4,240 5,043 5, 530 5,997
Hennepin Paper Co_________ 6, 546 5,828 { 7, 630 8,272 8,782
Alexandria Paper Co. (9 months 4,747 8,879 11, 977 12,735 10, 536
Sherman Paper Co...._....._. 4,972 5,449 15,519 14, 376 13,787
Oswego Falls Corporation. 4,831 8, 464 | 9, 472 10, 367 9, 578
Dells Paper & Pulp Co.__ 4,534 4,756 7,084 5, 050 3,796
Cliff Paper Co_.__...._. 3,345 3032 | 5,225 5, 254 4,737
Combined Locks Paper C 2,397 1,549 |

Columbia River Paper Mills. e, 12, 1,607 |

Patten Paper Co. (Tut@i) .- oii ol cuibsionsisbnnans 482 729

e S BT e e e 1,367,957 | 1,436, 643 : 1,582,625 | 1,392,838 | 1,323,892

1 United States mills only.
?Includes Tumwater Paper Mills, which were acquired May, 1929.

The companies reporting to the commission reached their highest
production during 1926 when they produced 1,582,625 tons of news-
print paper. The production of these mills declined to 1,436,643
tons in 1927 and to 1,367,957 in 1928. The decline in production
1s due in part to dosmg down and in part to diverting newsprint
mills to the production of other classes of paper.

The International Paper Co. operated 11 newsprint mills in the
United States in 1926, producing 349,241 tons, whereas it operated
5 in 1928, producing but 165405 tons. It is understood that the
remaining 10 newsprint mills ran to other classes of paper. Con-
currently with its curtailment of production in the United States
the International increased its production at Three Rivers in
Canada. It constructed a plant at Gatineau in Canada, which
began producing newsprint in 1927. It also purchased a newsprint
mill at Corner Brook, Newfoundland, in 1928.

The West End Paper Co. operated a small newsprint mill at
Carthage, N. Y., which was closed in September, 1928, on account of
unfavorable conditions in the newsprint business. The plant has
been sold to the National Paper Products Co., a subsidiary of the
Crown Zellerbach Corporation, and converted into a tissue and
paper towel mill. The Oswegatchie Paper Co., owned by the former
owners of the West End Paper Co., operated a newsprint mill at
Natural Dam, N. Y. The Oswegatchie Paper Co.’s mill was closed
in the spring of 1929, and it is reported that the National Paper
Products Co. will purchase this plant also.
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The Island Paper Co. owned a small newsprint mill at Carthage,
N. Y., which has now turned to the manufacture of “butcher,”
bag and wrapping paper, producing only about 7 tons of “ half-tone
newsprint per year for a local publisher. ) A

The Diana Paper Co. owned a small newsprint mill at Harrisville,
N. Y., which has been sold to the St. Regis Paper Co. and diverted
to the manufacture of wrapping paper.

The Arrowhead Mills (Inc.), Fulton, N. Y., produced newsprint
paper until 1925 when they diverted to the manufacture of Kraft
and “saturating ” felt papers. Later the mills and power site were
sold to a power company.

The Cliff Paper Co. with a paper mill at Niagara Falls, N. Y.,
produces newsprint and specialties. This company is gradually
decreasing its production of newsprint with a corresponding increase
in other papers especially hanging and colored papers. The reasons
assigned for this diversion are the increase in cost of manufacture
and lower prices of newsprint paper.

The Dells Paper & Pulp Co., with a mill at Eau Claire, Wis., is
gradually discontinuing the manufacture of newsprint paper because
there is not enough profit in it in view of the low price of print
paper and the high cost of manufacture. This mill is getting into
the manufacture of book and other papers.

The Great Western Paper Co., controlled by the Western News-
paper Union, has been operating its newsprint mill at Ladysmith,
Wis., at a loss, due to increasing manufacturing costs and lower
selling prices of newsprint.

The report from the Oswego Falls Corporation shows that the
output of newsprint paper dropped from 9,472 tons in 1926 to 4,830
tons in 1928. This was due to the mill being diverted from news-
print to other classes of paper. No reasons were given for the
change.

Section 4. Manufacturers in Canada.

There were 24 companies operating newsprint paper mills in the
Dominion of Canada during 1928. These companies own 36 mills,
with a combined daily -capacity of 9,437 tons. The increase of the
productive capacity of the Canadian newsprint mills has been rapid
the last five years. In 1924 their total daily capacity was only
4,696 tons. The following is a list of companies operating in
Canada, with the location and capacity of their newsprint mills in
1924 and 1930:

TABLE 5.—Newsprint paper manufacturers in Canada with location and daily
capacity of mills, 192} and 1930

1930 | 1924

Abitibi Power & Paper group: Abitibi Power & Paper Co., Iroquois Falls, Ontario; Fort
William Paper Co. (Ltd.), Fort William, Ontario; Manitoba Paper Co. (Ltd.), Pine
Falls, Manitoba; Murray Bay Paper Co. (Ltd.), Murray Bay, Quebec; Ste. Anne Paper
Co. (Ltd.), Beaupre, Quebec; Spanish River Pulp & Paper Mills, Espanola, Sault Ste. | Tons | Tons
Marie; and Sturgeon Falls, ‘Ontamiot! Lo Al 30 S5 i Tl DU LEE 2,013 | 1,309

Canada Power & Paper group: Belgo-Canadian Paper Co., Shawinigan Falls, Quebec;
St. Maurice Paper Co. (Ltd.), Cap Madeline, Quebec; Laurentide Co. (Ltd.), Grand
Mere, Quebec; Wayagamack Pulp & Paper Co., Three Rivers, Quebec; Port Alfred
Pulp & Paper Corporation, Port Alfred, QUebeC. -~ oo rnreanbanmenae 1,944 875

Thunder Bay Paper Co., Port Arthur, Ontario (owned by Canada Power & Paper Co. and
ADIOBEROWeY & BaperiC0) . <o e i e S, 60 -
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TABLE 5.—Newsprint paper manufacturers in Canada with location and daily
capacity of mills, 1924 and 1930—Continued

1930 | 1924
International Paper Co. group: Tons | Tons
Canadian International Paper Co., Three Rivers, Quebec...._._____________________ 1,337 303
New Brunswick International Paper Co., Dalhousie, New Brunswick.___.______.__..__ 240 .5
Bathurst Power & Paper Co., Bathurst, New Brunswick (International Paper Co. owns
substantial interest and operates mill)..- .. 22 5 o Cilf ol S il it el 140 55
E. B. Eddy Co., Hull, Quebec (Canadian International owns 49 per cent) ....__.___________ 127 60
Price Bros. & Co.:
Price Bros. & Co. (Ltd.), Kenogami and Riverbend, Quebec.._._.____________________ 1,020 440
Donnacona Paper e (L. i e R L 240 214
Minnesota & Ontario Paper Co.:
Fort Frances Pulp & Paper Co., Fort Frances, Ontario 283 242
Great Lakes Paper Co., Fort William, Ontario___ .03 b AR
Kenora Paper Mills, Kenora, Ontario 262, {sq95=
Dominion Securities Corporation:
St. Lawrence Paper Mills, Three Rivers, Quebec. .- oo 460 228
Brompton Pulp & Paper Co., East Angus and Bromptonville, Quebec..- 289 i
Lake St. John Power & Paper Co. (Ltd.), Dolbeau, Quebec.__- - - ___________ U A LA
Spruce Falls Power & Paper Co., Kapuskasing, Ontario (owned by Kimberly Clark Cor-
poration and New York Times) 480 |-
Anglo-Cz;nadian Pulp & Paper Mills (Ltd.), Limoilou, Quebec (owned by Viscount Roth- e
i1 10) Rt S RN AR O S e SO B RGO SR R L R S ) 1 e &
Ontario Paper Co., Thorold, Ontario (owned by Chicago Tribune).-- 342 296
Mersey Paper Co. (Ltd.), Liverpool, Nova Scotia...-—co.o..____ 240 Jecmm
J. R, Booth (Ltd:); Offawa) Ontaiiq. . o D e s s 158 156
Certain-teed Products Co.: Beaver Wood Fibre Co., Thorold, Ontar Vo 5 o
News Pulp & Paper Co., St. Raymond, Quebec (owned by Montreal S 37 32
Powell River Co. (Ltd.), Powell River, British Columbia.___.-_._.___._______ 518 250
Crown Zellerbach Corporation: Pacific Mills (Ltd.), Ocean Falls, British Columbia...... 252 236
Notal'daily-eanacltyi L. 2asl. Brol oyl Mo, o 1ol racp Motl Syt ol e oF choaae 11, 668 | 4, 696

Number of mills operating, 1930, 39.

The Abitibi Power & Paper Co. is the largest Canadian manu-
facturer of newsprint paper. It operates eight mills, with a com-
bined daily capacity of about 2,000 tons. Its mills include those
formerly owned by the Spanish River Pulp & Paper Co., the Fort
William Paper Co., and Murray Bay Paper Co. These mills pro-
duced 411,144 tons in 1928.

The Canadian International Paper Co. (Ltd.), a subsidiary of
the International Paper Co., is the second largest manufacturer in
Canada. It owns two paper mills, one at Three Rivers, Quebec,
and the other at Gatineau, Quebec. These two mills have a combined
rated daily capacity of 1,181 tons and produced 330,864 tons of
newsprint during 1928. The company also has under construction
a mill at Dalhousie, New Brunswick, which it is reported will have
“an initial capacity of 250 tons per day, and a designed capacity of
450 tons.” (Paper Trade Journal, November 28, 1929, p. 23.)

The Canada Power & Paper Corporation was the third largest
producer of newsprint in Canada during 1928. It is a consolidation
of the St. Maurice Valley Corporation (Ltd.), with a mill at Cap
Madeline, Canada; the Belgo-Canadian Paper Co. (Ltd.), with a
mill at Shawinigan Falls, Canada; and the Laurentide Co. (Ltd.),
with a mill at Grand Mere, Canada. These three mills have a
combined rated daily capacity of 1,254 tons, and produced 313,437
tons of newsprint paper during 1928. It is reported that during
1929 the Canada Power & Paper Corporation acquired the Port®
Alfred Pulp & Paper Co. (Ltd.), with a mill at Port Alfred, Canada,
daily capacity 400 tons; and the Wayagamack Pulp & Paper Co.
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“(Ltd.), owning a mill at Three Rivers, Canada, with a rated daily
capacity of 170 tons. This combination will have five newsprint
mills, with a combined rated daily capacity of 1,824 tons. Press
reports describing the merger claimed that the combination would
have a daily output of 1,900 tons. (Pulp and Paper Magazine, Octo-
ber 3, 1929, p. 509.) The five mills produced 447,711 tons of news-
print paper during 1928 and 336,191 tons during the first nine months
of 1929.

The following statement shows the production of the three largest
Canadian manufacturers and per cent of the total production during
1928 and the first nine months of 1929:

TABLE 6.—Production of newsprint paper by three large companies compared
with total production of Canada, 1928-29

Rated 1929 pro-
daily lggit%g' duction
capacity (9 mos.)
Tons Tons Tons
Abitibi Power & Paper Co. (Ltd.).. 1,988 411, 144 344, 261
Canadian International Paper Co.. kg 1,181 330, 864 293, 810
Canada Power & Paper Corporation (Port Alfred Pulp & Paper
Co. (Ltd.)): Wayagamack Pulp & Paper Co. (Litd.) «ceoeeeeeeee 1,824 447,711 336, 191
Potal (3 'dompaniesy 1120 SHTEA S Ut et Ji bl il 4,993 | 1,189,719 974, 262
e T 1V L Wt Sl S a B S e S o e S e L 9,969 | 2,381,102 1, 993, 888
Per cent of total by above 3 companies._ - ... ______________ 50 49.9 48.1

The three companies named above control 15 mills having about
50 per cent of the total rated daily capacity of all the newsprint
mills of Canada. They produced almost 50 per cent of the total
newsprint production of Canada in 1928 and 48.8 per cent in the first
nine months of 1929.

The table presented here shows the production of Canadian com-
panies from which the commission has received reports either direct
or through the attorney for the Newsprint Institute of Canada.
Production is shown in tons annually for 1924 te 1928 and for the
first nine months of 1929.

TABLE T.—Quantity of newsprint paper produced by companies in Canada
reporting to the commission, 19241929

1929 (9
months) 1928 1927 1926 1925 1924
Tons Tons Tons Tons Tons Tons
Abitibi Power & Paper Co. (Ltd.)... 344, 261 411, 144 405, 275 426, 625 372,092 362, 646
Canadian International Paper Co.

(L I S SO T R s B O 293, 810 330, 864 259, 803 163, 547 102, 879 99, 119
Canada Power & Paper Corporation.| 224,729 313,437 317, 332 320, 311 302, 880 249, 803
Priee Bros. & O0. (Litd:) o - —~oco 141, 603 177, 242 183, 086 214, 297 157, 368 117,903
Powell River Co. (Ltd.)----_.___.___ 1111,012 149, 478 141, 210 100, 924 76, 617 63, 305
Minnesota & Ontario Paper Co.:

Fort Frances Mill_.______________ 34, 544 59,953 62, 622 49, 200 47,312 43, 600
Kenora Mill______ AR 48, 253 62, 126 70, 778 55, 374 26, 064 15,448
Great Lakes Mill_ ... P 35, 211 6, 408 (2) (2) (2) (2
Ontario Paper Co. (Ltd.)-.._..__ 175,320 99, 661 97, 291 96, 766 95, 283 93, 790
Port Alfred Pulp & Paper Co. (Ltd.)- 81, 820 88, 260 75,763 26, 893 2 (2
St. Lawrence Paper Mills (Ltd.)--_-_ 71, 624 84,977 57,315 46, 870 45, 165 39, 931

13 months, estimated. 2 Mill not operating.
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TABLE T.—Quantity of newsprint paper produced by companies in Canada

reporting to the commission, 192}—1929—Continued
1929 (9 . | 5
| months) 1928 | 1927 1926 ‘ 1925 1924

Anglo-Canadian Pulp & Paper Mills | 7Tons Tong V.t 1 “Fony Tons Tons Tons

(Bt = dvrccpprivr aowrd A {8 apee | 88, 201 80, 947 2 (2) &) 2
Donnacona Paper Co. (Ltd.)__ | 52,774 63, 605 | 65, 032 67, 568 65, 551 56, 815
Pacific Mills (lipd.) - - - -2 <. ) ©) ®) ) i ) )
Lake St. John Power & Paper Co. | |

17e 2 BELIRHAR O el ST AU LA S | 46, 004 53, 868 (©) @ (©) (O]
Wayagamack Pulp & Paper Co. |
s 10 el Catnieponlitie abedl ¢ Shabated 29, 642 | 46,014 45, 209 39,447 | (2 (O]

Thunder Bay Paper Co. (Ltd.) 47,889 | 45, 536 | 10, 734 ©) | 2 (2
J.R.Booth (Ltd.) . o._________ 30, 981 42,671 | 40,478 47,425 | 44,802 39, 714
Brompton Pulp & Paper Co. (Ltd.)-.| 42, 991 41,634 | 59, 766 35, 742 \ 35, 708 32, 853
Spruce Falls Power & Paper Co. | | |

) s S e s ek e | 183,439 37,575 ® (2) (4 ®)
E. B. Eddy Co. (Ltd.)..______ kA 23,431 30, 970 36, 699 46, 848 30, 370 17,084
Beaver Wood Fibre Co. (Ltd.)_...___ | 17,912 21, 820 20, 808 19, 751 335 ®
News Pulp & Paper Co. (Ltd.)...___| (3) (%) ®) [©) | [©) (3)
Bathurst:Qo. (Ltd.).co-cioc uniias ‘ 14, 548 9, 800 | 18, 802 20, 624 | 19, 679 19, 495

1,422,105 | 1, 251, 506

|

1,939,450 | 2, 257, 990 | 1,968,008 | 1,778, 212

13 months, estimated. 2 Mill not operating. 3 Ne figures available.

It will be noted that of the 22 companies which the reports show
were operating in 1928, only 14 were operating in 1924. It will
also be noted that the production by the companies reporting in-
creased from about 1,252,000 in 1924 to 2,258,000 tons 1n 1928, an
increase of more than 80 per cent. The rapid increase in produc-
tion in Canada has been due principally to the construction of new
mills. The Port Alfred Pulp-& Paper Co. and the Wayagamack
Pulp & Paper Co. both began operating in 1926, the Thunder Bay
Paper Co. in 1927. The Anglo-Canadian Pulp & Paper Mills
(Litd.), the Lake St. John Power & Paper Co. (%td.), and Spruce
Falls Power & Paper Co. (Ltd.), all began operating in 1928.

Section 5. Combined production of United States and Canada.

For several years the principal source of newsprint paper for the
publishers of the United States was the domestic manufacturers
who, in addition to using the forests of this country for their sup-
ply of pulp, imported considerable groundwood pulp from Canada
for use in their mills. The increasing demand for newsprint paper
was met by a rapid depletion of the forests coupled with increase
in the importation of pulpwood and groundwood pulp from Canada.
With the vast pulpwood forests and the water-power resources of
Canada the natural development of the industry was to shift the
production of newsprint paper from the United States to Canada.
The result is that the dependable source of paper supply for our
publishers is rapidly shifting from the domestic to the Canadian
mills. The United States newspapers consume practically all of the
newsprint production of the United States and 80 to 90 per cent
of the production of Canada. This situation accounts for a com-
mon interest in the combined production of the two countries. The
table presented here shows the total newsprint production of the
United States and Canada with the percentage of the total produced
by each annually for the years 1913 to 1929.



NEWSPRINT PAPER INDUSTRY 23

TABLE 8.—Production of nmewsprint paper by United States and Canada with
percentage of total produced by each country annually, 1913-1929

United States Canada
Total (tons)
Tons Per cent Tons Per cent

1, 305, 000 79 350, 000 21 1, 655, 000
1, 313, 000 76 415, 000 24 1, 728, 000
1, 239, 000 72 489, 000 28 1, 728, 000
1, 315, 000 68 608, 000 32 1, 923, 000
1, 359, 000 66 686, 000 34 2, 045, 000
1, 260, 000 63 735, 000 37 1, 995, 000
1, 375, 000 63 803, 000 37 2, 178, 000
1, 511, 968 63 875,170 37 2,387,138
1, 225, 235 60 808, 066 40 2, 033, 301
1, 447, 688 57 | 1,080,333 43 2, 528, 021
1, 485, 000 54 1, 266, 232 46 2,751, 232
1,481,425 52 1, 352, 994 48 2,834,419
1, 530, 318 50 | 1,522,217 50 3, 052, 535
1, 686, 695 47 | 1,881,737 53 3, 568, 432
1, 485, 495 42 | 2,086,949 58 3,572,444
1, 414, 952 37| 2,381,102 63 3, 796, 054
1, 392, 276 34 | 2,728,827 66 4,121,103

During 1913 the domestic production was approximately four-fifths
of the combined production of the two countries. The percentage
of the total produced by each country has gradually shifted, Canada
-producing a greater proportion each succeeding year. By 1925 each
country had approximately 50 per cent of the total. During 1929
the relative position of the two countries in the industry had so
shifted that the United States manufactured only 34 per cent, while
Canada manufactured 66 per cent of the newsprint paper produced
by the two countries.

The percentage of the Canadian production consumed by the news-
I}i)aper publishers of the United States is indicated by the following

gures:

TABLE 9.—Percentage of newsprint paper produced in Canada and ewxported to
United States, 1921-1929

. Exports ‘ Exports
sty to United | Per- Al to United | Per-
(tons) & Oaﬁ:)s centage (tons) e ttoali]tg)s centag

656, 680 ’ 81.3 2, 086, 949 1 1,775,752 85.1
896, 114 82.9 -| 2,381,102 | 1,926,323 80.9
1,108, 739 87.6 2,728,827 | 2,193, 531 80. 4

1, 201, 061- 88.8 |

1, 295, 314 85.1 Average (9 1
1, 656, 859 88.0 yearsy. .l oo it d B AL 84.1

}

From the above figures it will be noted that the increase in ton-
nage exported to the United States has kept pace with the increase
in production in Canada since 1921. The drop in the percentage
of exports to the United States since 1926 is due largely to the de-
velopment of the newsprint industry in Newfoundland, which during
1928 exported nearly 50 per cent of its production to publishers in
the United States.

The Newsprint Institute of Canada organized in 1929 to control
the output and price of newsprint paper (see p. 36) controls about 70
per cent of the total production of Canada. The companies con-

1354—S. Doc. 214——3
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trolled by the institute, their total production during the first nine
months of 1929, and their shipments to the United States during
the same period are shown here:

TABLE 10.—Percentage of mewsprint paper produced by certain compamwies in
Canada and shipped to publishers in United States, 1929 (nine months)

Production | Shipments | Per

(tons) (tons) cent
A DD POWaE & PADET s e s s el L Sl 344, 261 306, 994 89. 2
Canada Power & Paper Corporation _ 224,729 165, 711 73.7
Proa Bros: & N00. (HHdYee S S0t I8 S TR I T T AT 141, 603 69, 389 49
Minnesota & Ontario Paper Co.:
ort R ranoese ) s s L S T AT R e b S e L e e L 34, 544 39, 448 114.2
Kenora mill_._.____ 48, 253 45,430 94.3
Great Lakesmill . ________. 35,211 34, 950 99.8
Port Alfred Pulp & Paper Co. ( 81, 820 53,003 64.2
St. Lawrence Paper Mills (Ltd.)_ _ 71,624 66, 754 93.6
Anglo-Canadian Pulp & Paper Mills. . 88, 201 51,709 58.7
Donnacona Paper Co. (Ltd.).._...__..__ » 52,774 52,072 98.1
Lake St. John Power & Paper Co. (Ltd.) ) 46,004 46,007 100
‘Wayagamack Pulp & Paper Co. (Ltd.)..__ e 29, 642 26, 795 90. 4
Thunder Bay Paper (SR04 7 o o S Py 47,889 45,427 94.9
Ju Bi:Booth (). 0 s et e - 30, 981 23, 906 77.2
Brompton Pulp & Paper Co. (Ltd.)- t 42, 991 39, 129 91
E. B. Eddy Co. (Ltd.) - cocooo..__ 3 23,431 16, 080 68.6
Beaver Wood Fibre Co. (Ltd.) - e 17 372 5,895 33.9
Bathurst Up. @GR . Lo i gl ol ol e o e R Y 14 548 9, 930 68.3

1,375,878 | 1,098, 629 79.8

" The above statement covers only the companies controlled by the
Newsprint Institute of Canada and does not include the Canadian
International Paper Co., a subsidiary of the International Paper Co.,
practically all of the production of which is shipped to the United
States. It does not include the Ontario Paper Co. (Ltd.), all of the
production of which is shipped to the United States, nor the Spruce
Falls Power & Paper Co. (Ltd.), all of the production of which is
exported to the United States.

Section 6. Imports and exports of newsprint paper

Imports—For a great many years the United States was self-
supporting in the matter of newsprint paper. In 1901 the imports
amounted to less than $1,000 and in 1906 the value of newsprint
imports was only about $65,000. (F. T. C. Report on Newsprint
Paper Industry, 1917.) Since 1906 our imports of newsprint have
increased rapidly and in 1916 the United States was importing
approximately 27 per cent of its total consumption. The total
imports for the United States from 1921 to 1929, inclusive, are :

TABLE 11.—Imports of newsprint paper into United States, 1921-1929

Year Canada f?u%— Sweden | Finland | Other Total
land countries |

656, 680 22, 661 63, 774 792, 047

896, 114 26, 205 54, 871 1, 029 002
1,108, 739 41782 | 93017 | 1,300,008
1, 201, 061 35, 639 59, 337 1 360 661
1, 295, 314 21, 683 44,713 1 447 305
1, 656, 859 34, 289 20, 227 1, 852, 416
1,775,752 20,526 | 24,660 | 1,987,063
1,926, 323 40, 239 20, 338 2, 156, 801

2 193 531 | 130,996 50, 717 32 293 13, 363 2,420, 900
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The principal foreign source of our supply of newsprint is the
Dominion of Canada. Sweden and Finland also have been sources
of a steady supply for a substantial quantity of paper. The group
of “ Other countries ” includes Germany, which during 1923 supplied
our papers with over 52,000 tons of newsprint. By 1927, our
imports from Germany had dropped to approximately 7,000 tons.
The group also includes Norway, from which we imported about
35,000 tons in 1924, but which contributed only a little over 8,000
tons in 1929.

Canada’s rapid progress as a factor in our newsprint situation is
illustrated by the increase in the proportion of our total consump-
tion which 1t has supplied. In 1906, Canada supplied less than
1 per cent of the newsprint paper used in the United States. In
1909, it supplied less than 4 per cent. By 1916, Canada was supply-
ing approximately 25 per cent of our total newsprint paper require-
ments. (F. T. C. Report on Newsprint Paper Industry, 1917.) The
shift in the source of supply of newsprint to publishers in the
United States is discussed on page 22. Canada’s proportion of the
estimated quantity of newsprint paper consumed in the United
States, computed from figures published by the News Print Service
Bureau, is shown in the following table:

TABLE 12.—Percentage of newsprint paper consumed in United States imported
from Canada, 1921-1929

Estimated | Imported Per ‘ Estimated‘ Imported Per

Sar newsprint from cent | Year newsprint from cent
& consumed | Canada im- | consumed | Canada im-
(tons) (tons) ported } (tons) (tons) ported
ol ‘ i
2, 000, 000 656, 680 32.8 \ (10 Ayt 3,516,000 | 1,656,859 47.1
2, 451, 000 896, 114 300 [I927 o ol 3,458,000 | 1,775,752 51.4
2,778,000 | 1,108,739 39.9 \ i B R 3,561,000 | 1,926,323 54.1
-| 2,821,000 | 1,201,061 OGN0 L o 3,794,000 | 2,193,531 57.8
43.8 |
|

2,955,000 | 1,295,314

Imports from Newfoundland, which is rapidly becoming an im-
portant factor in the newsprint industry, began in 1924. During
1924 Newfoundland supplied the United States publishers with only
3,797 tons, which increased by 1929 to 130,996 tons. There are two
newsprint paper mills in Newfoundland. Omne located at Grand
Falls, owned and operated by the Anglo-Newfoundland Development
Co. (Ltd.), controlled by Viscount Rothermere interests and operated
primarily to supply the London Daily Mail and Daily Mirror (Lock-
wood’s Directory, 1923, p. 720). The other mill is located at Corner
Brook, owned by the International Power & Paper Co. of Newfound-
land (Iitd.), a subsidiary of the International Paper Co. It is un-
derstood that practically all of the production of the Corner Brook
mill is shipped to the United States to supply the customers of the
International Paper Co.

Eaxports—There was a time when the United exported a consid-
erable quantity of newsprint paper, but for the past several years
our exports have been insignificant compared with the total produc-
tion. Beginning with 1920 the United States mills have exported
the following quantities of newsprint annually :
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TABLE 13.—Haxports of newsprint paper by United States, 19201929

Tons Tons
ToogS S AR S T 101000 % | e1gon el ity KRR DRI | 22, 739
JODALL 07 it R LN LN I Y FE000cAV P26 L eI L1 R ST - ERL 19, 321
TQRB - o EATE T S e e 26,000 | 1927__ 3 % - 12,412
19234 il £rs 16, 000l 1928 50 ol o g oo = b M 3s S8 1 11, 530
60 L2 S e o RS IR T Ty 17,000 1°1929____ L 18, 696

Based on total production figures of the United States as shown
on page 23, the exports for 1920 amounted to about 3 per cent of the
total production. During 1927 and 1928 only four-fifths of 1 per
cent was exported, and during 1929 about one and one-fifth per
cent. There are a large number of medium sized daily papers in the
United States, any one of which will use as much or more newsprint
paper than is exported annually.



CHAPTER III
SALES AND PRICES OF NEWSPRINT PAPER

Section 1. Manufacturers’ sales.

For a number of years newsprint paper manufacturers have sold
practically all of their paper before it was produced. The mills do
not usually have facilities for storing much paper and must of
necessity have orders to ship the paper as manufactured. To this
end theyecontract either with publishers or jobbers for practically
all of the paper produced. A small quantity is sold on the open
market to both publishers and jobbers, orders for which are fur-
nished in advance of production.

Publishers whose newsprint requirements during the year are
sufficient to warrant carload purchases have generally entered into
contracts which cover periods of from 1 to 10 years. These con-
tracts cover the requirements of the publisher giving an estimate of
the quantity to be purchased. The price is usually stated for one
year only, and the price for each succeeding year is to be announced by
the manufacturer in November or December of the preceding year.
The announcements are made in the form of riders to be signed by
both the seller and the buyer and attached to, and made a part of,
the contract. The class of publishers who purchase newsprint direct
from the manufacturer on a carload contract basis are known as
carload contract customers. A few publishers whose newsprint
requirements will not permit them to order paper in carload lots
nevertheless contract with manufacturers for their supply. These
small publishers are known to the manufacturers as L. C. L. con-
tract customers. In some instances contracts have been made where
the entire annual requirements of paper will not exceed 2 tons.
The less than carload lot customer, however, pays a higher price
than the carload customer (see p. 32). In some instances publishers
who have no contracts for their requirements purchase newsprint
direct from the manufacturer, and are known as transient or open
market customers.

Most publishers buying direct from the mills use newsprint paper
in rolls. However, a small number of publishers using sheet paper
also purchase direct from the mills. Manufacturers charge a fixed
differential of $5 per ton for sheet paper over the price of rolls.

Paper merchants or jobbers purchase paper from manufacturers,
usually under contract, first, to fill their contracts with publishers,
and second, for stock to supply their open-market customers. They
sometimes have contracts for a definite quantity and sometimes make
open-market purchases of paper as needed.

The figures in the following tabular statement were compiled from
reports received from manufacturers having mills located in the
United States and show the quantity of newsprint paper sold an-
nually by the manufacturers during 1924-1928; first, on contracts to
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publishers; second, on contracts to jobbers; and third, on the open
market to publishers and jobbers. The percentage of the total sold,
by each classification, is also shown :

TABLE 14.—Newsprint paper sold by manufacturers on contract and in the open
market, 192/—-1928

i3 1924 Per 1925 Per 1926 Per 1927 Per 1928 Per
Contract to (tons) | cent | (tons) |cent | (tons) |cent| (tons) | cent| (tons) | cent
Publishers......_.__ 979, 354 78 | 914,623 75 1,141,433 77 (1,147, 599 82 1,263,183 77
Jobbers. __..__._... 131,177 10 | 146,583 12 | 144,844 10 | 146,699 10 | 171,986 10
Open market to pub-

lishers and jobbers.| 147,077 12 | 161,548 13 | 189,054 13| 113,916 8 | 206,436 13

Totaliigussd 3 1,257,608 | 100 |1,222,754 | 100 |1,475,331 | 100 1,408,214 | 100 |1, 641, 605 100

While the above figures represent sales by United States manu-
facturers, they include paper produced in Canada by subsidiaries of
some of the United States companies. These figures show that from
75 to 82 per cent of the newsprint production is sold by the manu-
facturers on contracts direct to the publishers, while only about 10
per cent is sold on contracts to jobbers.

During 1929 the newsprint paper manufacturers of the United
States had contracts outstanding with publishers and jobbers to sell
more than 2,000,000 tons of paper. At the rate of production for
the first 10 months their domestic mills would not produce more
than 1,400,000 tons of this paper. To meet these contracts alone the
domestic manufacturers had to rely upon the foreign mills of their
subsidiary companies and the purchase of foreign paper. The
2,000,000 tons under contract constituted only about 54 per cent of
the estimated consumption by the United States publishers during
1929.

The following table shows the number of contracts and the ton-
nage involved by each of the newsprint manufacturers with mills
located in the United States:



TABLE 15.—Newsprint paper sold under contracts for 1929 delivery by United States manufacturers

Manufacturer

To publishers Rolls Sheets Total
Mill shipments To i il
) jobbers s
i lf?ogggljl(s)%%frs Stapk To publishers To jobbers
Nt?egl- Tonnage Number | Tonnage
Num- | ponnage NQ‘;" Tonnage “| Tonnage

Great:Northern Paper-Co=. . -5t oil, S 18 00 e ke
International Paper Co-_..__.__.
Crown Zellerbach Corporation. ..
Minnesota & Ontario Paper Co_______
Consolidated Water Power & Paper Co._
8t Croix Paper Cow- . oo iosn

Finch, Pruyn & Co. (Inc.)...__.
St. Regis Paper Co---_._________
Pejepscot Paper Co-
Escanaba Paper Co.
Cushnoc Paper Co__..____
Inland Empire Paper Co.
Algonquin Paper Corporation___._

‘Wisconsin River Paper & Pulp Co..
Blandin Paper Co_._.._ .. _._____
Manistique Pulp & Paper Co__.
‘Waterway Paper Products Co..
Gould-Paper o oo s 5

Gilman Paper Co.
Great Western Paper C
Grandfather Falls Co__.___________

Flambeau Paper Co. (no contracts) -
Watab Paper Co. (no contraets)..-
Hennepin Paper Co
Alexandria Paper Co. (not operating in 1929) _
Sherman Paper-Coi . .=i_22 Lo b 0 2
Oswego Falls Corporation (no contracts). -
Dells Paper & Pulp Co (no contracts)...
Cliftf Paper Co. (no contracts).....
Combined Locks Paper Co
Columbia River Paper Mills (no contracts)_ ... _________________

314,125

|
ber !
|

318,125

1,769, 029

163, 145

24 11, 366 5,338 18

62 |

1, 954, 224

1 Customers of G. H, Mead Co.; number not available.

? Estimated.

3 Through St. Louis branch only, representing 5,534 tons.

AULSNANI YHdVd LNIGdSMEN
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From the above tabulation it will be seen that 922 publishers in
the United States, consuming 1,769,029 tons of roll newsprint paper,
had contracts direct with domestic manufacturers for their require-
ments of paper. All of the domestic mills could not fill these con-
tracts. These same manufacturers were obligated through accept-
ance of jobbers’ contracts to supply by direct mill shipments to 220
publishers, an additional 163,145 tons of roll newsprint. They were
also under contract to supply sheet newsprint to 62 small publishers
to the extent of 5,338 tons. These manufacturers were also under
contract with jobbers or merchants to supply them with paper to
resell from stock to the extent of 11,366 tons of roll and 5,346 tons
of sheet newsprint.

To summarize the above, domestic manufacturers were under con-
tract during 1929 to supply 1,138 publishers with 1,932,174 tons of roll
paper and 62 small publishers with 5,338 tons of sheet newsprint
paper.

Complete information on Canadian manufacturers’ contract sales
could not be obtained because of their foreign locations. However,
reports direct from publishers and domestic mill agents and jobbers
indicate that 209 publishers of 237 newspapers, including two chain
owners, had contracts with Canadian manufacturers for the pur-
chase of newsprint paper to the extent of 1,270,567 tons during 1929.
Practically all of this paper was purchased at the regular delivered
contract price for paper in the zone in which the delivery point was
located.

Combining the contract customers of United States manufacturers
with those of the Canadian manufacturers, at least 1,437 newspapers
in the United States were supplied with 3,208,079 tons of newsprint
paper by shipment direct from the mills of the United States and
Canada during 1929. This quantity was equivalent to approxi-
mately 88 per cent of the estimated newsprint paper consumed in
the United States during 1929.

Section 2. Manufacturers’ prices.

The price of newsprint paper reached the highest point in Janu-
ary, 1921, when the f. o. b. mill contract price was $130 per ton. At
that time it was the policy of manufacturers to make prices effective
for three months only. The increased prices which had been mount-
ing since the beginning of 1917 had stimulated production and led
to construction of new mills as well as increased capacity of existing
mills. On the other hand, consumption of newsprint dropped
sharply, forcing mills to curtail production. Both the United States
and Canada produced less paper in 1921 than they had produced in
1920. As a result the mill contract price began to decline. Each
subsequent three months’ period saw a decided drop until on January
1, 1922, the mill price was $70 per ton. ;

The last general increase in the contract price of newsprint paper
was made the latter part of 1922 and the first of 1923, when it was
increased from $70 to $75 per ton, which was the prevailing price
until June 30, 1924, ;

Mill contract price—The following figures furnished by the Ca-
nadian newsprint manufacturers as their f. o. b. mill contract price
to United States publishers and by the Minnesota & Ontario Paper
Co. as its f. 0. b. mill contract price indicate the prices in effect from
January 1, 1921, to December 31, 1923 ; :
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Tasre 16.—Manufacturers’ f. o. b. mill contract prices of mewsprint paper
carload shipments, 1921-1923

bl ER Canadian | Minnesota Canadian | Minnesota
Ditas manufac- | & Ontario Dates manufac- | & Ontario

3 turers per | Paper Co. e turers per | Paper Co.

ton per ton ton per ton

FER JORRE ke i $130 $130 || Jan. 1, 1922 $70 $70
Apr. 1, 1921____ 110 113 || Oct. 1 1922 70 75
July 1,1921____ 95 98 || Jan. 1, 1923 75 75
Wet: 15 192he o ou D i 0 80 83 || July 1 1923 73 75

The prices listed under Canadian manufacturers were furnished
by a New York attorney who has been counsel for the leading news-
print manufacturers of Canada for a number of years. During
most of the period covered the Canadian prices were slightly lower
than those of the United States mills. During this period the
source of paper supply for United States pubhshers was shifting
rapidly from the United States to Canadian mills.

The Minnesota & Ontario Paper Co. entered into a number of
contracts with publishers on a form known as its 10-year “ Uniform
Sales Agreement, 1921-1930.” The provision of these contracts, as
modified by subsequent riders governing prices, as quoted by Mr.
William M. Taylor, general manager of the Enid Publishing Co., in
a letter to the commission dated January 9, 1930, follows :

The price f. o. b. cars at mill, on gross weight of rolls, including paper and
wrappers but excluding cores, shall be the “average eastern price,” determined
for each period as hereinafter provided (six months), plus 40 cents per 100
pounds during the years 1921 and 1922, and such “average eastern price”
plus 15 cents per 100 pounds during the years 1923 to 1930, both inclusive.
The “ average eastern price” for each six months of the years 1921, 1922, and
1923 shall be determined by ascertaining the announced standard contract
price to publishers in the United States, for newsprint paper sold under regular
customers’ contracts, effective in January and July of the half year in question,
of each of the following: International Paper Co.; the Geo. H. Mead Co., for
paper from the Sault Ste. Marie mill of the Spanish River Pulp & Paper Co.
(Ltd.), (in the event the G. H. Mead Co. fails to sell paper in the United
States from said mill, then the Spanish River Pulp & Paper Co. (Ltd.), for
paper therefrom); and the Canadian Export Co. (Ltd.), for paper from the
East Angus mill of the Brompton Pulp & Paper Co. (Ltd.), (in the event the
Canadian Export Co. (Ltd.), fails to sell paper in the United States from
said mill, then the Brompton Pulp & Paper Co. (Ltd.), for paper therefrom) ;
and taking the average thereof by adding such three prices together and
dividing the sum thereof by three. The ‘ average eastern price” for each of
the years remaining, 1924 to 1930, both inclusive, shall be determined by
ascertaining the announced standard contract price to publishers in the
United States, for newsprint paper sold under regular customers’ contracts,
effective in January of the year in question, of each of the foregoing (three)
companies or mills and likewise taking the average thereof by adding such
three prices together and dividing the sum thereof by three.

Following the terms of these contracts, the price of the Minnesota
& Ontario Paper Co. should reflect the changes in the contract price
of both United States and Canadian manufacturers.

Since J anuary 1, 1924, there have been six d1st1nct reductions in
the mill price of newsprmt The dates of these price changes by the
leading newsprint manufacturers of the United States are shown
in the following statement:
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TABLE 17.—Manufacturers contract prices for roll newsprint in car lots f. o. b.
mills, 1924—1928, with dates of changes

3 Price Price Price Price Price Price
Section and manufacturer Jan. 1, |Julyl,'| Jan.1,"| Jan.1, | Jan.l1, -| Julyl,
1924 1924 1925 1926 1928 1928
EASTERN MILLS
International Paper Co_.....__.. $75 $73 $70 $65 1865 2 $65
Great Northern Paper Co.._. 75 70 70 65 163 160
Minnesota & Ontario Paper Co.. 75 73 70 65 165 62
Consolidated Water Power & Pap 54 75 73 70 65 65 63
St. Croix Paper Co. 75 73 70 65 63 60
Finch Pruyn & Co.- 75 73 70 65 165 163
St. Regis Paper Co. 75 73 70 65 65 60
Pejepscot Paper Co.. 70 70 70 65 63 166
Escanaba Paper CO.........___ 75 73 70 65 65 62
Algonquin Paper Corporation____ 75 75 70 65 65 62
Wisconsin River Paper & Pulp Co. 75 70 70 65 65 63
Blangin Paper O c . it e et 75 73 70 365 65 62
Manistique Pulp & Paper Co.. 75 73 70 65 65 65
Northwest Paper Co.._...... 75 75 75 70 70 65
Gilman Paper Co-._.._.... 75 73 70 65 65 62
Great Western Paper Co.. 75 73 70 65 65 62
Grandfather Falls Co._.... 75 73 70 65 65 63
‘Watab Paper Co__-.._____. .75 75 70 70 65 65
Heonhepin BaberOo. <. s 75 70 70 65 | 65 62
PACIFIC COAST MILLS
Crown Willamette Paper Co 70 65 65
Hawley Paper Products Co.. 70 65 65
Columbia River Paper Mills 70 70 70
CANADIAN MILLS
Leading Canadian Newsprint Manufac-
turers 4. .. 73 73 70 65 65 62
Mead (G. 0. (Inc.), repres
Abitibi Power & Paper el Lot vy 75 73 70 65 §65 865

1 Less certain freight allowances. (See p

36.)
2 “Customers who signed 5-year contract (1929—1933) received reduction equivalent to 15 cents per
hundredweight ($3 per ton) for last half of 1928.
3 Price had been reduced on Oct. 1, 1925, to $67.50.
4 Prices reported by their attorney. y
5 Less adjustment of $4.95 per ton for first 4 months., Price for May and June, 1928, was $65 f. 0. b. mill.
6 Less 15 cents per hundredweight discount.

Manufacturers’ less than carload contract prices—The prices
shown in the above tables (16 and 17) are £. 0. b. mill contract prices
for roll newsprint paper in carload shipments. The International
Paper Co. furnished the commission with prices for less than car-
load newsprint sales for rolls and sheets from January 1, 1924, to
1929.

TABLE 18 —International Paper Co. less than carload lots contract prices
f. 0. b. mills, 192/-1929

Date Rolls | Sheets Date Rolls | Sheets
Per cwt. Pe&cui(t). Jan. 1, 1928: % Pefsgug(.)
1§4. 5 tons or over 3
R e sa.00 i3 210 5 tons 310
; . 30 0 2 tons 5
e U { 24,05 Less than 1 ton 4,20
AL oom LAY ) S e L R St 3.65 3.90 || July 1, 1928:
Jan. 1, 1926: 5 tons or over. 4 3.50
5 L0N8 QY OVePas . i ivar e dbia 3.40 3.65 2 to 5 tons 3.60
2 to 5 tons 3.65 3.90 1 to 2 tons ’ 3.85
Lessthan 2.60nR - o be. - -l o 4.00 4.25 Fessthand ton......o.i .=, 3.85 4.10
Jan. 1, 1927: Jan. 1, 1929:
5 tons or over. 3.40 3.65 5 TONS OF OVer ... cxedainzn 3.05 3.30
2 to 5 tons. 3.50 3.75 2to5tons_ .- 3.15 3.40
1to 2 tons_ 3.75 4.00 1to2toms.____ 3.40 3.65
Less than 1 4.00 4.25 Less than 1 ton______ 3.65 3.90

1 Price to small consumers. 2 Price to merchants.
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During 1924 and 1925 the price for less than carload sales was
the same regardless of the quantity purchased, and for roll paper was
only 15 cents per hundredweight, or $3 per ton higher than the
carload price. The differential for sheet paper during 1924 was 50
cents per hundredweight or $10 per ton on sales to publishers, while
it was only 25 cents per hundredweight or $5 per ton on sales to
jobbers. Beginning with January 1, 1925, the differential for sheet
paper was 25 cents per hundredweight or $5 per ton to all customers.
After January 1, 1926, the prices of less than carload shipments
were based on quantity shipments as indicated in the above table.
From January 1, 1926, to January 1, 1928, the less than carload
prices for shipments of 5 tons or more was 15 cents per hundred-
weight or $3 above the carload price. No comparison of the less
than carload contract with carload contract sales can be made
for 1928 when a part of the freight to destination was allowed the
carload purchaser, or for 1929 when full freight was allowed the
carload customer. No freight has been allowed on less than carload
shipments. However, reductions in less than carload contract prices
were made January 1 and July 1, 1928, and on January 1, 1929.
It is understood that 25 cents per hundredweight or 5 per ton is
the differential in the price of sheet over the price of roll newsprint
by all manufacturers.

Additional charges are made on sheet paper for frames, 15 cents
per hundredweight for framing one side or 25 cents per hundred-
weight for two sides.

On December 15, 1925, the International Paper Co. sent a letter
(general letters No. 316) to all salesmen announcing differentials
on less than carload shipments “applying to both contract and
transient business in all newsprint grades.” The letter in part
follows:

Effective at once the following minimum differentials will apply for less than
carload shipments:

A. Lots of 5 tons or more, for one destination, 15 cents per hundredweight extra.

B. Lots of less than 5 but not less than 2 tons for 1 destination, 40 cents
per hundredweight extra.

C. Lots of less than 2 tons for one destination, 75 cents per hundredweight
extra.

The above ruling is subject to the following exceptions:

D. Merchants under carload lot tonnage contracts for 100 tons or more per
year, charge a minimum differential of 15 cents per hundredweight for all
less than carload lots. e

B. Trial lots in less than carload quantities where future tonnage is involved,
are of course exempt from this ruling.

Please read the above carefully as it is intended to make the above a per-
manent part of our sales policy, subject to change only for exceptional reasons
after receipt of approval from this office. See that all salesmen are given a
copy hereof.

This letter was supplemented by another (general letter No. 323)
on December 30, 1925, signed by Mr. J. L. Fearing, vice president,
and reading in part:

One or two people have asked me the following question :

“If we have a customer who is buying roll paper from us in carload lots
under contract and he asks us to put a small quantity of sheet paper into a
car now and then, what will be the differential?”

My reply is that this is a carload shipment and that General Letter No.
316 referred to less than carload shipments. The differential therefore,
to be charged to a roll-contract customer who asks for a small quantity of
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sheets would be 15 cents above our regular sheet differential; in other words,
40 cents per hundredweight above the roll price.

T he reduction of July 1, 1924.—The reduction of July 1, 1924, was
announced by the International Paper Co. in a communication to
its customers dated June 14, 1924, and reading, in part—

Our contract with you provides that unless we send you written notice on
or before May 20, 1924, making a new price subject to your acceptance, the
price prevailing for the first six months shall continue in effect until the
end of the year. We now voluntarily advise you that paper delivered under
your contract on and after July 1, 1924, will be billed to you at a reduction
of 10 cents per 100 pounds.

Following the announcement by the International, the Minnesota &
Ontario Paper Co., in accordance with its “ Unlform Sales Agree-
ment, 1921-1930,” sent a printed rider to its customers dated J uly 1,
1924, reading in part—

Whereas the “average eastern price,” effective in January, 1924, under
paragraph 2 of the uniform sales agreement, 1921-1930, between the parties
nereto, as amended by former riders or memorandums, was $3.75 per 100
pounds; and whereas business conditions continue unsettled and the seller,
upon application of the purchaser, is willing to decrease the price to $3.65
per 100 pounds, f. o. b. cars at mill, for all paper deliverable and delivered
thereunder during the last half of the year 1924, said price to govern shipments
from International Falls, Minn., Fort Frances, Ontario, and Kenora, Ontario,
in accordance with the provisions of paragraph 1 of said uniform sales agree-
ment, notwithstanding that the price was, in accordance with the provisions
of sectlon 2 of the umfoun sales agreement, 1921-1930, between the parties
hereto, by general rider No. 9, executed November 15, 1923, fixed at $3.75
per 100 pounds for the entire year 1924, all upon the express understanding,
however, that the foregoing shall not in any manner whatsoever affect, alter,
or vary, any other terms or provisions of said uniform sales agreement.

Now, therefore, in consideration of the sum of $1 by each to the other in hand
paid and other good and valuable considerations, the seller agrees to invoice all
paper deliverable and delivered under said uniform sales agreement during the
months of July, August, September, October, November, and December, 1924, at
the price of $3.65 per 100 pounds, as stated in paragraph 1 hereof; provided,
however, that this decrease shall not apply to any paper which was deliverable
(delivery being deferred) during the months of January, February, March,
April, May, and June of said year 1924.

This reduced the mill price from $75 to $73 per ton. All of the
eastern, middle west, and northwest mills made similar reductions
except the Alcronqum Paper Corporation and the Watab Paper Co.,
whose prices remained at $75 per ton until January 1, 1925. A few
of the manufacturers, notably the Great Northern Paper Co., the
Wisconsin River Pulp & Paper Co., and the Hennepin Paper Co.,
made a $5 reduction instead of $3 on July 1, 1924, thus anticipating
the next general reduction.

The Crown Willamette Paper Co., which, in addition to its own
production, sold the output of the Washington Pulp & Paper Co.,
reduced its mill price from $80 to $75 per ton on July 1, 1924, thus
meeting the existing price of the Hawley Pulp & Paper Co.

The general reduction on J uly 1, 1924, by the United States mills
met a price of $73 per ton which had been made by the Canadian
manufacturers on July 1, 1923.

The reduction of Januwary 1, 1925.—The general reduction of $3
per ton, which took effect on January 1, 1925, reduced the £. o. b. mill
contract price of newsprint paper to $7 0 per ton. The International
Paper Co. announced this price in a communication to its contract
customers dated October 7, 1924, using the following language:
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Effective January 1, 1925, and continuing through 1925, the International
Paper Co.’s price for its standard rolls news to its contract customers in the
United States will be $70 per ton f. o. b. mill. We are making this announce-
ment earlier than usual at the special request of many of our customers who
wish to know their costs as far in advance as possible.

The Minnesota & Ontario Paper Co. sent a printed rider to its
contract customers on November 15, 1924, making a similar reduction,
and reading, in part, as follows:

Whereas the ‘“average eastern price” effective in January, 1925, under
paragraph 2 of the uniform sales agreement, 1921-1930, between the parties
hereto is $3.50 per 100 pounds (being the average of the three prices of the
companies and mills therein specified) ; and

‘Whereas the seller by memorandum dated September 30, 1921, General
Rider No. 4-A, waived the *additional 15 cents per 100 pounds” provided in
said uniform sales agreement for the year 1923 and thereafter;

Now, therefore, it is hereby convenanted and agreed that the price upon ail
paper deliverable under said uniform sales agreement during the year 1925
at International Falls, Minn., Fort Frances and Kenora, Ontario, shall be
$3.50 per 100 pounds.

Carload contract prices reported by all of the United States
manufacturers east of the Rocky Mountains agreed with the price
announced by the International, except the Northwest Paper Co.,
which reported its contract price at $75 per ton. At the same time
the Canadian mills reduced their contract prices to $70 per ton
to agree with the prices of the United States mills. It will be
recalled that during 1925 Canada produced almost as much news-
print paper as the United States. Prices were now more nearly
uniform than they had been before. The Pacific coast mills did
not make a reduction in prices during 1925, and it should be noted
that their prices were $5 per ton higher than the eastern companies.

T he January 1, 1926, reduction—The building program which had
started during the high price period was constantly increasing the
production capacity of Canada. Newfoundland was also becoming
a factor in the newsprint industry (see p. 25). Production of
newsprint in the United States reached its highest figures during
1926. These conditions brought another price reduction as of Jan-
uary 1, 1926, in spite of the rapidly increasing consumption of news-
print paper by the United States publishers. This reduction
amounted to $5 per ton thereby reducing the mill contract price to
$65 per ton. The International Paper Co.’s announcement to its
customers dated October 15, 1925, read :

Three dollars and twenty-five cents per hundred pounds f. o. b. mill in carload
shipments, effective January 1, 1926, is hereby fixed as the price of this company
for standard newsprint in rolls to its contract customers in the United States
for the calendar year 1926.

The Minnesota & Ontario Paper Co. on November 23, 1925, fol-
lowed with its announcement, making a similar reduction to its
contract customers using a printed rider.

All of the United States mills east of the Rocky Mountains made
the same reduction except the Watab Paper Co., which continued to
sell at $70. The Northwest Paper Co. made the $5 reduction to $70
per ton, but was still $5 per ton above the other mills. The leading
Canadian mills also followed the International Paper Co., making a
$65 mill price. The Pacific coast mills made a similar reduction,
bringing their mill price down to $70 per ton. The International
Paper Co. continued the price it fixed for 1926 throughout 1927.
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Notices to this effect were mailed to its customers on October 18,
1926, reading:

Three dollars and twenty-five cents per hundred pounds f. o. b. mill in car-
load shipments, effective January 1, 1927, is hereby fixed as the price of this
company for standard newsprint in rolls to its contract customers in the
United States for the calendar year 1927.

Prices of all other manufacturers remained the same throughout
1926 and 1927.

The Joarnuary 1, 1928, price—The beginning of 1928 saw the adop-
tion of a new price policy by the manufacturers; that of quoting a
mill price with a part of the freight to destination allowed the pu.-
chaser. This policy had its origin in negotiations started early in
1927 for 1928 contracts. During May, 1927, the leading newsprint
manufacturers of Canada, confronted with the problem of marketing
their ever-increasing output of paper, organized the Canadian News-
print Co. (Ltd.) to sell their product. The common stock of this
company was owned by the constituent manufacturing companies
whose products it sold. The constituent companies, as shown by
the American Newspaper Publishers Association Bulletin, dated
February 9, 1928, were:

Laurentide Co.

Price Bros. & Co.

Port Alfred Pulp & Paper Corporation.

St. Maurice Valley Corporation.

Canada Paper Co.

St. Anne Paper Co.

Spanish River Pulp & Paper Mills.

Fort William Paper Co.

Abitibi Power & Paper Co.

Brompton Pulp & Paper Co.

Belgo-Canadian Paper Co.

Murray Bay Paper Co.

~Manitoba Paper Co.

Anglo-Canadian Pulp & Paper Mills.

The Canadian Newsprint Co. (Ltd.) was closely affiliated with
the Canadian Paper Sales Co. (Ltd.), organized about the same time
and owned by the same interests. The same man (William N.
Hurlbut) was president of both the Canadian Newsprint Co. (Ltd.)
and the Canadian Paper Sales Co. (Ltd.) from the time of their
organization in May, 1927, until the latter part of March, 1928. The
avowed purpose for organizing the Canadian Newsprint Co. (Ltd.),
was to stabilize the Canadian newsprint manufacturers’ market.
In this connection it controlled production, allocated the tonnage
sold, and determined the prices for the constituent companies. Soon
after its organization the Canadian Paper Sales Co. (Ltd.), began
negotiations with the Newspaper & Magazine Paper Corporation
for the sale of newsprint paper to the latter for the so-called Hearst
newspapers. A tentative agreement was reached covering the sale
of 250,000 tons per year over a period of 10 years. The price named
in the tentative agreement is indicated by the testimony of Mr.
William N. Hurlbut. Questions and answers as follows:

Q. From your recollection, can you tell us the price named in that tentative
agreement?—A. I do not recall at that time the price had been fixed for 1928.
My recollection is, however, that the price was substantially $69 mill, freight
allowed to New York, and that price was expressed as being $65 mill plus
¥reight in excess of $4 per ton, which would arrive at the same result.
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Q. From your recollection, can you state whether or not that was the price
received for the paper actually delivered during 1928?—A. In the case of
shipments to Hearst?

Q. Yes.—A. The contract further provided, I think, that the Newspaper &
Magazine Paper Corporation, is it?

Q. Yes; that is right.—A. Received a commission of 3 per cent, and I think
Mr. Hearst received, so long as the price that I mentioned maintained, $3 per
ton in consideration of certain guaranties, options, and other considerations
that he gave the seller.

The price fixed in the agreement was $3.25 per hundredweight
($65 per ton) plus a base rate per hundredweight in lieu of freight
charges. For shipments to Boston, Mass., the rate was 15 cents per
hundredweight, equivalent to a delivered price of $68 per ton. For
shipments to New York, Chicago, Baltimore, Washington, Milwau-
kee, Syracuse, Rochester, Albany, and Pittsburgh, 20 cents per hun-
dredweight, equivalent to a delivered price of $69 per ton at these
points. The base rate for Kansas City was 25 cents per hundred-
weight, a delivered price of $70 per ton, and at San Antonio, Tex.,
30 cents per hundredweight, a delivered price of $71 per ton.

During March, 1928, the personnel of the Canadian Newsprint Co.
(Ltd.) c%anged and the newly elected officers refused to execute the
contract and so notified the Newspaper & Magazine Paper Corpora-
tion on April 21, 1928. However, deliveries were made pursuant to
this contract during the first four months (January-April), 1928, at
the prices named therein. The Newspaper & Magazine Paper Cor-
poration immediately severed relations with the Canadian Newsprint
Co. (Ltd.) and began negotiating with its constituents individually.
Shortly thereafter contracts were made with the Anglo-Canadian
Pulp & Paper Mills (Ltd.) and the Brompton Pulp & Paper Co.
(Ltd.) for the purchase of newsprint paper at “a price approxi-
mately the same as the one named in the unexecuted contract” with
the Canadian Paper Sales Co.

The policy of absorbing a part of the freight charges by the manu-
facturers was also adopted by the International Paper Co. in fixing
its contract prices for 1928. For convenience in applying the freight
absorption plan, the United States east of the Mississippi River was
divided into zones on the basis of the freight charges to be borne by
the purchasers. There were four zones which will be designated by
numbers for the purpose of this discussion.

Zone No. 1 comprised the city of Boston only. In this zone the
International Paper Co. absorbed all freight charges above $3 per ton.

Zone No. 2 covered the New England States (except Boston), New
York, Pennsylvania, New Jersey, Maryland, Delaware, District of
Columbia, Ohio, Michigan (except the northern portion), Indiana,
a small section of eastern Illinois, which included Chicago, and a
small section of West Virginia and Kentucky skirting their northern
boundaries. In this zone the seller absorbed all freight charges above
$4 per ton.

Zone No. 8 included northern Michigan, Illinois (except the eastern
section), Virginia and West Virginia (except a small section along
the northern boundary), and North Carolina. The seller absorbed
all freight charges to destinations in this zone above $5 per ton.

Finally Zone No. 4, covering the territory in which the seller ab-
sorbed all freight above $6 per ton, included South Carolina, Georgia,
Alabama, Florida, Mississippi, Louisiana, Tennessee, and Kentucky
(except a portion along the northern boundary).
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Purchasers paid that portion of the freight rates applying to the
zones wherein their locations had been placed. The International
Paper Co. absorbed the balance, the amount of which depended upon
the mill from which shipments were made.

The following table listing cities and freight rates is representative
of the respective zones created by this company. The amounts of
freight paid by the purchasers and also that absorbed by the manu-
facturer are shown. The freight rates and amounts absorbed by the
International Paper Co. are not definite to any destination because
the paper may have been shipped from any one or all of this com-
pany’s five mills, each having a different freight rate:

TABLE 19.—Amount of freight charges absorbed by International Paper Co. to
selected cities, 1928 {

Freight rates |, 234 | Apsorbed by

Zone Destination per ton lc)ﬁra%g:- company
1 | Boston, Mass___ $4.10-$6.80 | $3.00 $1. 10-$3. 80
2 | Hartford, Conn 4.60- 6.80 4.00 . 60—~ 2.80
Albany, N. Y. 4.00- 6.70 4.00 2.70
New York, N 4, 60— 6. 80 4.00 . 60~ 2.80
Washington, D. C. 6. 10~ 8.00 4.00 2. 10~ 4.00
Reading, Pa.... 5.70- 7.60 4.00 1. 70~ 3, 60
Scranton, Pa____ 4.00- 6.90 4. 00 2. 90
Wilmington, Del 5.70~ 7.60 4.00 1.70- 3.60
Cincinnati, Ohio___ & 6. 60 4.00 2.60
Indianapolis, Ind._ ) 7.10 4.00 3.10
Detroit, Mich.__ o 6.40 4,00 2.40
Chicago, Il __ 7.70 4.00 3.70
3 | St. Louis, Mo. 9.10 5.00 4,10
Richmond, Va 6.90- 9. 50 5.00 1. 90- 4. 50
Roanoke, Va 8.30-12. 40 5.00 3.30- 7.40
Raleigh, N. 8. 80-12. 50 5.00 3. 80~ 7. 50
Greenville, N. C_ 8.80-13. 20 5.00 3.80- 8.20
4 | Columbia, S. C____ 9. 50-12. 70 6.00 3. 50~ 6.70
Jacksonville, Fla_______ 1 L 9. 40-10. 40 6.00 3.40- 4.40
Atlanta, Ga. 5. o .o . 11.10-12.70 6.00 5.10- 6.70
Birmingham, Ala_.__.. 11. 20-12. 70 6.00 5.20 -6.70
New Orleans, La____._. L 9. 60-10. 40 6.00 3.60- 4.40
125%s byt L e e R S e S I e e 9. 40 6.00 3.40

The International Paper Co. sent announcements to its contract
customers advising them of the adoption of this policy in November,
1927. The announcement going to customers in New York City read

as follows:

We beg to announce that the price of standard newsprint paper for the year
1928 has been fixed at $3.25 per hundredweight f. 0. b. mill. In order to equal-
ize freight rates, we agree during 1928 to absorb all charges from whatever
mill shipments are made to you in excess of $4 per ton. We are allowing like
freight equalizations to our contract customers in the city of New York, and
we, of course, agree that the freight charges to be borne by you, namely, $4
per ton, are not and shall not be any greater than those borne by such other
contract customers.

The following rider was sent to each contract customer. The
freight rate over and above the amount inserted in the blank space
was to be absorbed by the International Paper Co.:

It is hereby mutually agreed between the parties hereto, as follows:

The f. 0. b. mill price of the seller for shipments made during the calendar
vear 1928 having been fixed at $3.25 per hundred pounds, the purchaser agrees
that the seller may route shipments during the calendar year 1928; and the
seller, in order to equalize freight rates on carload shipments, agrees, during
the calendar year 1928, to absorb all freight charges from whatever mill ship-
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‘ments are made in excess of per ton; and the seller further agrees that
freight charges borne by the purchaser shall not be greater than those borne
by other contract customers of the seller in the seller’s same destination district.

Executed in duplicate at. No. 100 East Forty-second Street, City of New
York, State of New York, this day of s LI2 0

The adoption of this policy resulted in a net reduction in the cost
of newsprint to publishers of amounts up to $8.20 per ton, depending
upon the location of the purchaser and the mill from which ship-
ments were made.

This policy created some confusion in the prices of other manu-
facturers, some of which reduced their f. o. b. mill prices immediately
to meet the net price to the publishers. The Great Northern Paper
Co. reduced its price on July 1, 1928, to $63 per ton f. o. b. mill, with
an average freight allowance of 4 cents per hundredweight, reducing
the publisher’s average mill cost to $62.20 per ton. The Minnesota
& Ontario Paper Co., although in its rider effective January 1, 1928,
fixed the price at $3.25 per hundredweight and made no mention of
freight allowance, stated in its report of price changes that—
during 1928 certain freight allowances were made which reduced the 1928
average net price to $63 per ton.

Finch, Pruyn & Co. gave its f. o. b. mill price on January 1, 1928,
at $65 per ton—
with C/L freight allowed in excess of 15 cents, 20 cents, and 25 cents per 100
pounds, depending on location.

The St. Croix Paper Co. and the Pejepscot Paper Co. each re-
ported a price of $63 f. 0. b. mill.

The July 1,1928, price—On May 29, 1928, the International Paper
Co. announced its prices for 1929. In addition to a reduction of the
mill price it also announced that begining January 1, 1929, it would
absorb the same amount of freight as in 1928 plus $1 per ton.

The rider referred to and inclosed with the announcement extended
the contract and fixed the price definitely to all who accepted the
provision of the rider to December 31, 1929. A copy of the rider
follows:

It is hereby mutually agreed between the parties hereto, as follows:

The f. o. b. mill price for paper shipped in 1929 is hereby fixed at
per hundred pounds in carload lots. The seller will allow a discount of 15
cents per hundred pounds on the tonnage shipped during the first half of 1929,
and will credit such discount in six equal installments on the invoices for
paper shipped from July 1, 1928, to December 31, 1928, inclusive.

No termination of this contract shall be effective prior to December 31, 1929.

The seller will, on paper shipped from January 1, 1929, to December 31, 1929,
allow the purchaser the same equalization of freight rates allowed by the
seller in 1928, plus a further allowance of $1 per ton; and the equalization
to be allowed by the seller during 1930 and subsequent years shall be specified
by the seller in its announcement of the prices for such years. Shipments will
be routed by the seller.

All the conditions of the contract except as herein modified remain in effect.

Executed in duplicate at No. 100 East Forty-second Street, city of New York,
State of New York, this day of 1928.

The effect of accepting the above contract rider was to secure a
reduction in the cost of newsprint to the purchaser of $3 per ton on
July 1, 1928, and a freight rate reduction of $1 per ton on January
1, 1929. The reduction on July 1, 1928, was contingent upon the
publisher accepting the rider provision applying to 1929.

1354—S8. Doc. 214—4
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The Minnesota & Ontario Paper Co., by the rider dated July 1,
1928, attached to its Uniform Sales Agreement, 1921-1930, fixed
the f. o. b. mill price at $3.10 per hundredweight ($62 per ton) and
made allowance for freight charges in excess of certain rates, de-
pending on location of customers, for the entire year of 1928. The
rider sent to a customer at Okmulgee, Okla., on September 17, 1928,
offered to absorb the freight in excess of 5514 cents per hundred-
weight to this point for the entire year 1928. This rider sent to a
customer at Enid, Okla., read in part:

Whereas in price rider effective January 1, 1928, the “ average eastern price ”
under paragraph 2 of the uniform sales agreement 1921-1930, between the
parties hereto was announced as $3.25 per 100 pounds; and

‘Whereas the seller now has information that certain freight equalizations
were afterwards made applying to different localities or zones, as the case
may be, effective during the year 1928; and

Whereas, effective July 1, 1928, some of the companies named in the uniform
sales agreement 1921-1930, have made certain concessions in price; and

Whereas the seller desires to make the concessions hereinafter set forth, all
upon the express understanding that the same shall not in any manner whatso-
ever affect, alter or vary any other terms or provisions of said uniform sales
agreement ;

Now, therefore, in consideration of the sum of $1 by each to the other in
hand paid, and other good and valuable considerations, the seller agrees to
absorb all freight charges in excess of 551 cents per hundredweight, to your city
for the entire year 1928, and, effective from July 1, 1928, to December 31,
1928, to reduce its price 15 cents per 100 pounds or to $3.10 per 100 pounds,
provided, however, that this latter reduction shall not apply to any paper
which was deliverable (delivery being deferred) from January 1, 1928, to
and including June 30, 1928,

Other manufacturers generally met the International’s new price
by reducing their f. o. b. mill prices $3 bringing prevailing mill prices
down to $62 per ton on July 1, 1928. The St. Croix Paper Co. and
the St. Regis Paper Co. reduced their mill price to $60. The Great
Northern Paper Co. also reduced its mill price to $60 per ton to all
contract customers who would sign at this price for the year 1929.
The company wrote one of its customers at McKeesport, Pa., in part,
as follows:

We are offering all of our customers a contract for the year 1929 on a basis
of 3 cents a pound f. o. b. cars at the mill and to a point like McKeesport, with
a freight rate of 32 cents, we will absorb the same differential that we are
taking care of this year. In other words, this means a cost to you of $3.30
tor your paper f. o. b. cars McKeesport, and in consideration of your signing
a new contract with us for next year on this basis we will agree to amend
our present contract with you so as to give you the benefit of the 1929 price,
effective as of July 1 of this year.

The 1929 price—The announcement and rider issued by the Inter-
national Paper Co. on May 29, 1928, and quoted above (p. 39) fixed
that company’s f. 0. b. mill contract price for 1929 at $62 per ton with
freight allowed in excess of $2, $3, $4, and $5 a ton, depending upon
the customer’s location. However, before the beginning of 1929 the
Newspaper & Magazine Paper Corporation, following the collapse
of the Canadian Newsprint Co. (Ltd.), abandoned its policy of nego-
tiating with individual companies for its supply of newsprint paper
and on October 10, 1928, requested manufacturers to submit written
bids for 140,000 tons of newsprint paper per year for five years begin-
ning with 1929. The International Paper Co., among other manufac-
turers, submitted a bid and was successful in securing a contract to
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supply this quantity to the so-called Hearst papers. A written con-
tract embodying the terms of the agreement was executed on October
29, 1928, and named prices substantially lower than those previously
announced as the regular contract price for 1929. The contract pro-
vided for f. 0. b. mill prices with full freight allowed the purchaser
to destination. The prices named in the contract were as follows:

Fifty-seven dollars per ton on shipments to New York, Boston, Baltimore,
Washington, Detroit, Milwaukee, Chicago.

Fifty-eight dollars per ton to Omaha, Kansas City.

Sixty dollars per ton to Atlanta, Ga.

Sixty-five dollars and fifty cents per ton to San Antonio, Tex.

The prices which this contract would have established were from
$7 to $10 per ton lower than the prices previously announced.

The International Paper Co. sent a telegram to each of its cus-
tomers on October 30, 1928, reading as follows:

We closed yesterday a contract for a substantial tonnage of newsprint for
the Hearst papers for several years at prices less than our present contract
prices for next year. This transaction involves no deviation from our practice
of announcing standard prices, and as soon as the necessary details can be
completed we will offer substantial price reductions to all of our customers
including those who have already signed their contracts for next year.

The above announcement by the International Paper Co. that it
had entered into a contract with the Hearst organization at sub-
stantially lower prices than had been previously announced, created
considerable speculation among manufacturers and publishers.
Rumors that a $50 mill price had been established were circulated
extensively. Canadian newsprint manufacturers, realizing that they
would have to meet the price established by the International Paper
Co., protested vigorously against the Hearst contract price being
used as a basis for prices to other publishers. The matter was taken
up by the Governments of the Provinces of Ontario and Quebec of
the Dominion of Canada. On November 19, 1928, the Hon. Howard
Ferguson, Prime Minister of Ontario, wrote a letter to the Nipigon
Corporation (Ltd.), a Canadian subsidiary of the International
Paper Co. outlining the efforts of the Government of Ontario to
build up the paper industry of the Province, and calling attention
to the chaotic condition of the newsprint market, concluded with the
following statement :

It is with great regret that the Government finds it necessary to draw your
attention to the fact that you are under contract with this Province, that your
contract contains a number of important covenants, that many of the companies
are in arrears and default has occurred with respect to a number of the condi-
tions and obligations provided in the contract. This condition can not be
allowed to continue. I am therefore writing you on behalf of the Government
to say that unless the people interested in the operation of this industry take
some immediate steps to put the industry on a more satisfactory basis and
improve the present situation, the Government will be compelled to give serious
and immediate consideration to what action it should take under existing con-
tracts to protect the interests of this Province, its industries, its settlers, its
wage earners and its people generally. May I request that you inform me
promptly what immediate action is contemplated by your company and the
others engaged in the industry to rectify the present situation?

The veiled threat contained in the above message was apparently
for the purpose of coercing the International Paper Co. into co-
operation with the Government of Ontario and the newsprint manu-
facturers of the Provinces.
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On November 22, 1928, the Hon. L. A. Taschereau, Prime Minister
of the Province of Quebec, of the Dominion of Canada, called Mr.
A. R. Graustein, president of the International Paper Co., New York
City, by telephone from Montreal and requested that he, Mr.
Graustein, be present at a meeting in Montreal the following day.
The Prime Minister urged Mr. Graustein to attend this meeting as
its purpose was to stabilize the Canadian newsprint industry. Mr.
Graustein attended the meeting, which lasted six days (November 23
to November 29). During this period Mr. Graustein was told that
all the Canadian manufacturers had signed an agreement, and that
it was the desire of the Prime Minister that the Canadian Inter-
national Paper Co., a subsidiary of the International Paper Co.,
also subscribe to this agreement. The agreement referred to was, in
substance; an arrangement for cooperation and common action by all
Canadian newsprint manufacturers in matters relating to the pro-
duction, sale, and price of newsprint paper. In other words, the
agreement provided for a curtailment of production to the actual
quantity of paper sold and the allocation of orders received, to the
various mills, on the basis of rated daily capacity. In response to
a request by the commission for a copy of this agreement, Mr. George
H. Montgomery, of Montreal, Canada, wrote the commission on
October 23, 1929, in part as follows:

The distribution of the business necessarily involved provisions for adjust-
ments so that each mill would receive the same mill net for the tonnage manu-
factured. A short set of rules was prepared for the conduct of the industry
during this period of stress, giving effect to the mandates of the premiers,
which rules were approved by them and agreed to, the premiers themselves
undertaking to act as arbitrators in the event of any dispute arising. A secre-
tary was appointed to look after the necessary adjustments and this constitutes
the so-called Newsprint Institute of Canada. It is not incorporated and might
be termed at the most an involuntary association. No agreements of any kind
were made between the manufacturers and the institute so that I am unable
to furnish you with copies. As regards the rules above referred to, I would
not feel free to furnish them without first communicating with the premiers.
I am sure that the manufacturers, or many of them, look forward to the time
when these distress conditions will be over and they will be free to conduct
their respective businesses in the normal way.

Mr. Graustein stated in his testimony before the chief examiner
of the Federal Trade Commission that the International Paper Co.
did not subscribe to this agreement. A few days after the meeting
which ended on November 29, 1928, the International Paper Co. sent
telegrams to its customers dated December 5, 1928, reading as
follows:

Referring to our wire of October 30 announcing our contract for standard
newsprint with the Hearst papers, we advised you that as soon as details could
be worked out we would announce prices involving no deviation from our
standard price policy. The compilation of the new prices for the entire
territory we serve took more time than we anticipated and just as it was
substantially completed we were summoned to Canada to consider a program
which had been adopted to stabilize the Canadian industry. The delay which
this has caused and will cause does not however involve any consideration by
us of a departure from our uniform price policy and though there will be a
further delay we shall communicate with you as soon as circumstances permit.

The Bowater Paper Co. (Inc.), agents for the Newfoundland Ex-
port & Shipping Co. (Ltd.), a subsidiary of the International Paper
Co., sent a similar telegram to its customers.

Premier Taschereau came to New York and called a meeting of
representatives of the International Paper Co. and of the Hearst
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organization on December 10, 1928, to discuss the matter of ad-
justing the price stated in the contract between the International
and the Hearst organization. Mr. Graustein stated in bis testimony
that “ Mr. Taschereau told us, in vigorous language, that the price
which was specified in that October contract with Hearst must be
raised. He spoke of penalties and pressure; and he was insistent
in his attitude.” Referring to the telegram of December 5, 1928
(quoted p. 42) Mr. Graustein stated that the Prime Minister had
in his possession a copy of this telegram. The Prime Minister con-
tended that by sending this telegram the International Paper Co.
had defied him because the telegram, in effect, bound the company
to give the same price to all of its customers as had been named in
the Hearst contract.

Mr. David E. Town, of the Newspaper & Magazine Paper Cor-
poration, testified before the chief examiner that Mr. Taschereau
said, “ You have a contract at a price that means so much in its
effect upon the industry. We want to talk with you with the idea
of getting you to revise that price.” Mr. Town stated further that
he replied, “ Mr. Taschereau, we have a contract that we think is
perfectly good and we are perfectly satisfied with it.” Mr. Town
quoted Mr. Taschereau further as saying, “ Well, we are not satis-
fied. Something has got to be done about it.”

The evidence in the files of the commission contains an abundance
of statements showing that considerable pressure was brought to
bear upon Mr. Graustein and Mr. Town to induce them to increase
the contract price of newsprint paper. Negotiations continued
throughout the remainder of December, 1928, all of January, 1929,
and until the end of February, when an agreement was reached
. whereby the contract price was increased by approximately $5 per
ton.

During this time other manufacturers of newsprint paper in both
Canada and the United States delayed announcing their prices to
their customers pending a settlement of the controversy between the
International Paper Co. and the Prime Ministers of Ontario and
Quebec. The Minnesota & Ontario Paper Co. wrote one of its con-
tract customers on January 2, 1929, saying:

The basic companies named in our contract have not yet decided or announced
their 1929 price on newsprint paper. That is the best information we can get
over the long distance telephone. We understand that some of them are going
to continue billing at their 1928 price. We also understand that the Great
Northern Paper Co. has fixed its price at $60 per ton and all contracts have been
signed on that basis. Be that as it may, we have decided to render our bills
at $60 per ton, and then when the price is established we will adjust our
accounts to conform with same. The price situation still appears to be in a
chaotic condition, which we regret, but since it is a matter over which we have
no control, we must, as y¥ou can clearly understand, await the decision of the
basic companies named in our contract, but we must keep our billing up to date
both in our interest and yours.

Publishers were receiving their paper, not knowing what price
they would be required to pay for it. Finally, on February 26,
1929, a new 5-year contract was executed between the International
Paper Co. and the Newspaper & Magazine Paper Corporation em-
bodying the revised prices which were as follows:

$61.50 £. o. b. mill freight allowed to Boston, Albany, Rochester, Syracuse.

$62 f. o. b. mill freight allowed to New York, Baltimore, Washington,
Detroit, Chicago, Pittsburgh.
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$61 f. o. b. mill freight allowed to Milwaukee.

$63 f. 0. b. mill freight allowed to Omaha, Kansas City.
$65 £. 0. b. mill freight allowed to Atlanta.

$67.70 £. 0. b. mill freight allowed to San Antonio, Tex.

These prices were not actually written into the contract but it is
therein stated that the paper is sold at $65 per ton f. o. b. mill with
the seller paying all freight to destination. There are clauses in the
contract which add to or deduct from this price, amounts sufficient
to arrive at the various prices at the points noted above. The con-
tract provides that the seller will supply the purchaser with 140,000
tons of newsprint paper for each year during 1929 to 1933, inclusive.

A few days after the execution of this contract, or about March
6, 1929, the International Paper Co. sent the following announcement
to all of its customers:

To newsprint contract customers:

On October 30, 1928, you were advised that a contract had been closed for a
term of years with the Hearst publications at prices lower than the previously
announced schedule for 1929, and that as soon as a new schedule could be
worked out you would be given the benefit of a reduced price. We now wish to
advise you that the Hearst contract is for a term of five years, from January 1,
1929, with no rebates or commissions, either directly or indirectly.

No doubt you are aware of the many reasons for the delay in submitting to
you and to other customers the new price schedule. This delay has been em-
barrassing to you and to us, but we assure you that it has been unavoidable.
You have read the bulletins published from time to time in Editor and Pub-
lisher, and, of course, you have read your own association bulletins and also
the American Newspaper Publishers’ Association bulletins.

We are now offering you two forms of contract:

1. A contract for a 5-year term.

2. A contract for a 5-year and continuing term.

In submitting Form No. 2 (5-year and continuing form) we assume that
customers now on a continuing basis will prefer that form.

You will observe that we propose to give you under both of these forms at
all times our standard price for your destination. Our price to all customers for
1929 has been worked out on this basis and for each year thereafter will be
worked out on the same basis.

Upon the signature in duplicate of either one or the other of the forms sub-
mitted, the new contract will take effect as of January 1, 1929.

This company hopes that you will find us an increasingly satisfactory and
dependable source of supply for your raw materials.

The Internationial Paper Co. worked out a system of zoning of the
United States east of the Mississippi River and made a price for 1929
applicable to publishers in each zone which reflected the prices stated
in the Hearst contract as nearly as practicable.

On the same day the International Paper Co. sent the above an-
nouncement to its customers—March 6, 1929—the Great Northern
Paper Co. wrote to all of its contract customers to the effect that the
1929 prices had been fixed by the board of directors and that riders
covering the reduction would be forwarded as soon as they could be
prepared. '

The Minnesota & Ontario Paper Co. mailed its delayed rider
covering its 1929 contract prices to its customers on March 13, 1929.
The letter accompanying the rider read, in part:

‘We are now in receipt of the 1929 price on newsprint paper as fixed by the

basic companies under our contract, and we herewith inclose rider covering
same, to be executed by you in duplicate and returned to us for our signature.
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This price is effective as of January 1, and when the riders are executed by
you and received by us, we will adjust our billing for January, February, and
March accordingly.

The Minnesota & Ontario Paper Co. divided its selling territory
into zones and named a delivered price for customers in each zone.
The rider dated January 1, 1929, named the delivered price to each
customer agreeing with the price in the zone in which the customer
was located. The rider sent to a contract customer in Enid, Okla.,
read, in part, as follows:

Whereas the parties hereto heretofore entered into an agreement known as
the uniform sales agreement, 1921-1930, of which this agreement is hereby made
a part; and

Whereas the parties hereto desire to fix the price of paper under said uniform
sales agreement for the year 1929;

Now, therefore, for good and valuable considerations by each to the other in
hand paid, the parties hereto agree that the price effective from January 1,
1929, to December 31, 1929, under said uniform sales agreement shall be $3.40
per 100 pounds f. o. b. cars at mill, with freight allowed from mill to destina-
tion (Enid, Okla.); it being further agreed that the purchaser shall pay all
freight charges at destination, and the seller shall, at the time of invoicing
shipments, give the purchaser credit on account thereof, and the same shall be
deductible from said price; and it being further agreed, however, that this
price shall not apply to any paper which was deliverable (delivery being
deferred) prior to January 1, 1929.

These prices were met by all of the other manufacturers in both
the United States and Canada and were made retroactive to the 1st
of January, 1929. The prices thus established were effective through-
out the year 1929.

The 5-year contract referred to in the above announcement was
submitted by the International Paper Co. to its customers for their
signatures. It should be noted that in order to get the benefit of
the prices established in the Hearst contract it was necessary for the
customers of the International Paper Co. to sign the 5-year contract.
Practically all of its customers, however, signed the contracts and
received the prices stated. The 5-year contracts with the other cus-
tomers provided that the International Paper Co. may increase the
price for any given year by notifying the customer on or before
November 30 of the preceding year. The customers, however, are
given the right to terminate the contracts in the event of an increase
in price. The provision of the 5-year contract embodying these con-
ditions reads as follows:

1930 and subsequent years—For 1930 and each subsequent year the seller
shall, on or before November 30 of the preceding year, give the buyer written
notice of the seller’s standard price for the destination and if at any time the
seller shall so give notice of a new standard price for the destination which
increases the then net cost to the buyer figured f. o. b. cars or vessel at mill,
freight allowed to the destination, the buyer may, by written notice delivered
to the seller within 30 days after receipt by the buyer of such price notice,
terminate this contract as of the effective date of such increase, and if this
contract is not so terminated, it shall continue from year to year at the new
price unless and until terminated upon a subsequent increase in price.

The 1930 price of mewsprint—The revised contract between the
International Paper Co. and the Newspaper & Magazine Paper Cor-
poration, signed February 26, 1929, fixed the price for all manufac-
turers of the United States and Canada east of the Rocky Mountains
for 1929. The International Paper Co.’s 5-year contract with other
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customers provided that for 1930 and each subsequent year the seller
would on or before November 30 of the preceding year give the
buyer a written notice of the seller’s standard contract price. How-
ever prior to November 30, 1929, the Canadian manufacturers
through the Prime Ministers of Quebec and Ontario began their
endeavors to have prices for 1930 increased. Prime Minister Tasche-
reau of the Province of Quebec “ summoned ” Mr. Graustein of the
International Paper Co. to come to Montreal on November 12, 1929.
On this date, there was a conference at which Mr. Gramteln, his
attorney, Aimme Geoffreon, Premier Taschereau, and Premier Fer-
guson of Ontario were present. Testifying as to this conference, Mr.
Graustein stated that Mr. Taschereau had informed him at that
meeting that he insisted that the International Paper Co. advance its
price for 1930 to $60 per ton.

When asked if he agreed to the advance, Mr. Graustein answered
“No.” Later, on or about November 25, 1929, Mr. Taschereau called
Mr. Graustein in New York by long-distance telephone from Mont-
real and again insisted that the price for 1930 should be raised.
Testlfylnv concerning this conversation, Mr. Graustein, in answer to
a series of questions relating to the demand for an increase in price,
said :

Yes; that related to the same subject matter, and Mr. Taschereau served
warnmg on me that he insisted on our comphance with his instructions.
# % % He communicated to me in very vigorous language that I should
accomplish the price increase which he had directed, by Friday, November 29.

While in Montreal on November 28, 1929, due to the insistence of
Premier Taschereau that the International Paper Co. put into effect
Friday, November 29, 1929, the price increase which the Premier had
directed, Mr. Graustein telegraphed Premier Ferguson as follows:

I have tried unsuccessfully to telephone you both yesterday afternoon and
to-day. I have asked all our customers for extension of time for announcing
our price so that if they give extension we shall have time to work out our
problems. I have been working with Hearst organization and have submitted
to them a definite proposal which they have not rejected. The situation does
not look good at the moment because the Canadian group have withdrawn
their proposal to Hearst. I have your letter. Of course, as you doubtless
realize, I have had nothing to do with any publishers’ protest or actions and
can not control them. I assume that the protests are spontaneous and are
based on their natural desire to avoid a price increase, especially when they
fear declining business and also that they are frightened about the future.
* % % T am very anxious to see the whole situation progress to a sane basis,
and as you are such a vital factor in the situation I am very keen to have a
couple of hours with you to discuss the whole situation. I came up to Montreal
last night to deal with the situation on the spot inasmuch as the Hearst people
are here, and I plan to stay here to-morrow if they do. I will continue to try
to get you on the telephone and try to arrange an appointment with you.

Being unable to reach a satisfactory agreement with the premiers
of the Canadian Provinces, the Intelnatlonal Paper Co. was not
prepared to announce its standard contract price for 1930 to its cus-
tomers on November 30, 1929. Anticipating this situation, Mr. J. L.
Fearing, vice pre51dent and sales manager of the International
Paper Co., on November 26, 1929, sent the following telegram to iis
customers:
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Under our newsprint contract with you we are to give you price notification
for 1930 on or before the 30th of this month. You are undoubtedly familiar
with the tremendous pressure for an increase in price. In view of this we
hereby request you give us up to and including December 31 of this year for
such price notice, we agreeing that if notice is not given you before November
30 we will, if you require us to do so, continue shipments at this year’s price
for 30 days after such notice is given; we also agreeing that if notice so given
specifies an increased price you may have, as provided in present contract,
30 days after receipt of such notice within which to give us notice of can-
cellation. Please wire answer collect. Attention J. L. Fearing.

On December 7, 1929, Mr. R. T. Houk, jr., president of the G. H.
Mead Co., Dayton, Ohio, selling the product of the Abitibi Power &
Paper Co. (Ltd.) in the United States, wrote the commission con-
firming press reports to the effect that the Abitibi Co. had an-
nounced an increase in the price of newsprint from $55 to $60 a ton,
effective January 1, 1930. Mr. Houk’s letter, in part, follows:

The Abitibi Co. has announced an increase in the price of newsprint to the
extent of $5 per ton, offering to anyone electing to close for three years at this
price, a rebate of $5 per ton for the first six months of 1930. This formal
announcement appeared in the press Thursday morning, December 5.

The continuing contracts of the G. H. Mead Co. with its customers
provide that the price shall be the seller’s regular contract price to be
announced on or before each December 15 for the following year.
The company notified its customers by telegram on December 14,
1929, that no conclusion had been reached as to a basis for 1930 prices
and asked for two or three weeks’ additional time in which to
announce 1930 prices.

Mr. Henry A. Wise, of New York City, attorney for the News-
print Institute of Canada, wrote the commission on December 9,
1929, confirming press reports that the Abitibi Power & Paper Co.
(Ltd.) and the St. Maurice Valley Paper Co. (Ltd.) had made
announcements of prices for 1930.

For 3-year contracts, $60 per ton with a refund of $5 per ton during the first
six months of 1930.

While the basic price for 1930 had not been settled, it was apparent
by the end of December, 1929, that there would be no increase in the
contract price of newsprint paper prior to July 1, 1930.

Press reports indicate that on December 30, 1929, the Canadian
Power & Paper Co. and the Price Bros. Co. announced that they had
abandoned their recently formed policy of making contracts for
three years’ requirements at $60 per ton with a refund of $5 per ton
for the first six months of 1930 and would continue the 1929 prices
during the first six months of 1930, the price during the remainder
of the year to be determined later.

The International Paper Co. notified its newsprint customers on
December 31, 1929, that the 1929 price would continue in effect until
June 30, 1930. The International’s announcement reads in part as
follows:

Referring to our telegram to you of December 20, 1929, and to your acceptance
of our proposition, we now confirm that there will be no change for the year
1930 from your 1929 price unless we give you not less than 30 days’ written notice
of an advance in price to become effective at any time after June 30, 1930, in

which event the new price shall apply, subject to your right, within 30 days
after such notice, to cancel the contract as of the effective date of such increase,
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19'12)here will be no advance in the price at least during the first six months of
30.

Except as herein modified the contract with you remains in full force an”
effect.

The paper committee of the American Newspaper Publishers’
Association held several conferences with the representatives of the
Newsprint Institute of Canada during the first four months of 1930,
at which newsprint-paper prices and terms were discussed. At a
meeting of the association held in New York City on April 23 to
25, 1930, the paper committee made a detailed report of its efforts
to reach an understanding with the Canadian manufacturers. This
report contained a copy of a letter from Col. John H. Price, chair-
man of the board of governors of the Newsprint Institute of Canada,
dated April 10, 1930, outlining a program contemplating a gradual
advance in newsprint prices, as follows:

1. The price of newsprint paper for the remainder of the year 1930 will
remain at the present level.

2. The price of newsprint paper for the year 1931 will be $2 per ton in advance
of the 1930 level, present freights allowed.

3. The price of newsprint paper for the year 1932 will be $2 per ton in
advance of the 1931 level, present freights allowed.

4. The price of newsprint paper for the year 1933 will be $1 per ton in advance
of the 1932 level, present freights allowed.

A fair scale of differentials for colored and special papers will be provided.

The paper committee report covered in some detail the conditions
of the newsprint industry at the present time. Before the close of
the meeting the association passed the following resolution:

Resolved, That the American Newspaper Publishers Association in conven-
tion assembled approves the principle of a broad economic stabilization of pro-
;iucttlilglg and distribution of newsprint paper over a period of years; and be it

ur

Resolved, That the price to be paid for newsprint at any time is a matter to
be determined by each publisher in the exercise of his own independent
judgment.

Section 3. Paper jobbers’ sales and prices.

There are a number of sales agents who sell newsprint paper on
contract covering the output or a part of the output of certain mills
on a commission basis. There are also brokers located in the larger
cities who sell newsprint paper by the carload and purchase the paper
from manufacturers after the sale is made. Both of these classes of
dealers sell to paper merchants as well as publishers, but neither of
them store or carry paper in stock. The sales agent and the broker
have very little, if anything, to do with determining the price of
newsprint paper.

Information has been received from about 175 paper jobbers or
merchants who sell newsprint paper along with other paper products.
None of the jobbers sell newsprint exclusively. They are engaged
primarily in the sale of fine papers and other paper products, news-
print being only incidental and constituting a small percentage of
their total business. In most cases investigated the newsprint item
was so small that no separate record of its sale was kept, and it was
impossible to separate the newsprint business from that of other
paper products. Many of the merchants claim that since the manu-
facturers are now selling all of the large and many of the small
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newspapers direct, very little newsprint business is left for the mer-
chant. Many of them claim that the handling of newsprint in such
small quantities is not profitable, and that they only handle it as an
accommodation to their customers, many of whom purchase other
paper products and demand their small requirements of newsprint
from the same source of supply. Thus, many jobbers are forced to
carry a small quantity of newsprint in stock to complete orders of
customers requiring several other paper products.

It may be recalled at this point that for the last five years the paper
merchants have handled only about 10 per cent of the newsprint
paper consumed in the United States. (Table 14.) This percentage
was materially lowered during 1929, when reports to the commission
showed that approximately 98 per cent of the newsprint produced
by manufacturers located in the United States was sold on contracts
direct to newspaper publishers. Furthermore, publishers through
their associations have been very active in trying to induce manu-
facturers to sell publishers direct, even though the publishers may
not require shipments of paper in carload lots. This is particularly
true of the publishers’ association in California. (See p. 104.)

The newsprint sold by the merchant is usually sold to supply
very small daily and weekly papers, requiring in many cases less
than a ton a year. To obtain any appreciable volume of business
the merchant must have a large number of such customers. This
involves a large number of small shipments, a tremendous amount of
bookkeeping, and considerable expense in storing, handling, and
carting of paper. Many of the jobbers who formerly did a sub-
stantial newsprint business sell very little or none now. The fol-
lowing are expressions of views quoted from correspondence and
interviews with paper jobbers during this investigation.

Views of representatives of jobbing companies—The following
excerpt is from a letter to the commission from the Paper House of
Pennsylvania, of Philadelphia, Pa., August 26, 1929 :

The cost of warehousing newsprint paper is so high in comparison to its value
that we consider it an unprofitable item of business. At present we are sup-
plying perhaps a dozen small publishers more as an accommodation than any-
thing else.

Letter from Central Ohio Paper Co., of Columbus, Ohio, Septem-
ber 10, 1929 :

Replying to your favor of the 5th, our newsprint business is nil. We have
no contracts. We buy and sell a very small amount of newsprint. We have
been put out of business by conditions in Canada, by which they send newsprint
in here free of duty at a price no mill in the United States can compete with.

Two mills that we have been interested in for a number of years have died
within the year, both good mills, and, with reasonable price protection, could
have continued and made money for the owners and kept many employees
working. One of them has not operated at all during 1929 and very little in
1928. The other has worked less than half time in 1929 and is now in process
of liquidation, so really we have nothing to report to the commission as we
understand it.

Mr. R. W. Doudican, general manager of the F. W. Lotz Paper
Co., Dayton, Ohio, stated in an interview that his company did not
handle newsprint because:

He does not believe there is any profit in it, since the publishers using any

quantity to amount to anything are purchasing direct from the manufacturers,
leaving nothing for the jobber except small undesirable trade.
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The Irwin Paper Co., of Quincy, I1l., wrote the commission on
June 18, 1929:

The profit in the paper-jobbing business in this country is at a very low ebb,
which ig entirely due to the fact that manufacturers go direct to the consumer
for quantity orders.

My impression is that the newspapers buy their print paper from the Inter-
national Paper Co. at a much lower price than we are able to buy an occasional
carload.

Excerpt from attorney’s report of interview with Mr. A. W.
Bagley, secretary of Old North State Paper Co., Greensboro, N. C.,
follows:

Informant stated that his company has handled no newsprint, either in rolls
or sheets, for five years. It was found to be unprofitable.

From report of interview with Mr. N. Newman, manager of P.
Newman & Co., Jacksonville, Fla., August 29, 1929 :

Informant stated that he has never handled newsprint of any description—
that it is his understanding that all newspapers purchased their newsprint
directly from the manufacturers.

One of the commission’s attorneys, reporting an interview with Mr.
J. W. Knight, president of Knight Bros. Paper Co., of Jacksonville,
Fla., August 29, 1929, said:

Mr. Knight stated that his company makes no profit on newsprint. It is
carried mostly to meet the demands of his customers who purchase other paper
products.

In an interview by an attorney of the commission with Mr. James
T. Wells, President of Sloan Paper Co., of Atlanta, Ga., on September
7, 1929

Informant stated that newsprint is sold only to small daily and weekly news-
papers. He stated that it may not be known generally, but it is a fact that the
International Paper Co. claims all carload business. That if one of his cus-
tomers should want a carload of newsprint, the International Paper Co. would
ship it direct and not allow the jobber a commission or profit. * * *

Mr. Wells stated that his company makes no profit on newsprint business.
He carries it because it is necessary for certain customers who give large
orders for other paper products and demand newsprint.

Report of interview with Mr. R. E. Richards and Mr. W. A.
Rhodes, of the S. P. Richards Paper Co., Atlanta, Ga., on Septem-
ber 7, 1929, says:

Informants stated that all newsprint is sold to small weekly newspapers.
They contend that the company makes no profit whatever on newsprint. They
merely carry it because some of their customers demand it. They would gladly
discontinue handling newsprint if it were not for the fact that it is almost
necessary to have it in order to sell large orders of other paper products.

Mr. W. C. Strickland, of the Strickland Paper Co., North Birming-
ham, Ala., stated in an interview with one of the attorneys of the
commission that the newsprint business amounted to about 5 per cent
of his company’s total business and that it was handled more as a
courtesy to his customers, as there was practically no profit in news-
print. Mr. Strickland stated further that—

The large daily newspapers all purchase newsprint direct from the manufac-
turing companies. The various paper jobbers sell a variety of paper products

to small newspapers and job printers, both of which demand a certain amount
of newsprint sheets. The jobbers carry enough newsprint to meet the demands
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of these customers, which is sold on a close margin, and there is practically no
profit in the sale.

Mr. P. T. Price, manager of the Birmingham, Ala., branch of the
Graham Paper Co., stated in an interview on September 11, 1929 :

That the newsprint business, o far as a jobber is concerned, amounts to very °
little. There is practically no profit in it for the jobber.

Mr. Charles Fernstrom, of New Orleans, La., agent for Skonviks
Aktie Bolag, of Skonvik, Sweden, on September 17, 1929, describing
the competitive conditions in New Orleans, stated in substance:

That formerly he had a large business in this country but certain domestic
paper manufacturers have reduced their prices to meet those offered by his com-
pany, and he has necessarily lost many customers. He stated that the Inter-
national Paper Co. is his most formidable competitor—that this company will
sell for the same prices as his company and naturally local concerns prefer to
buy from a domestic company. He stated that some mills in Finland likewise
offer competition.

Informant stated that up until 1925 the New Orleans Times-Picayune news-
paper was one of his largest customers but that year this newspaper contracted
with the International Paper Co. for all newsprint. Also, in 1927, the New
Orleans Item newspaper, which had been a good customer, contracted with the
International for all future newsprint. He stated that his prices formerly were
much lower than domestic companies but that the International Co. is now sell-
ing newsprint in this section at prices almost identical with those of his
company.

In an interview on September 20, 1929, Mr. E. Severin, manager
of the Southern Trading Co., of Galveston, Tex., describing com-
petitive conditions in Texas, said :

Up until two months prior to this interview this company was engaged only
as selling agents for Skonviks Aktie Bolag, Sweden, in the sale of newsprint
paper. However, informant stated that since he has lost practically all of his
newsprint business he began handling other paper products to “keep from
starving.”

For many years he enjoyed a good business, but during the past few years
business has been falling off until it amounts to practically nothing * * %*,
In 1927 this company had several contracts with pubhshers, but domestic and
Canadian newsprint manufacturers began lowering prices and he lost all his
large contracts. * * *

The company has never sold newsprint to jobbers—only to newspaper
publishers. * *

Informant stated that the Powell River Co. does not ship its newsprint into
Texas by boat but by rail. They say to prospective customers in Texas, “ If
you will take our newsprint we will prorate the freight and ship it by rail
for the same rate as you can get it by water.” * * ¥

The International Paper Co. is using every means to get its paper estab-
lished in Texas. They ship paper from the Newfoundland mill by boat to
Galveston and Houston to supply orders in Texas. * * *

The price of the Powell River Co. for Texas of $2.90 c. i. f. Houston is a
competitive price or agreed upon price between the publishers and the Powell
River Co. It is supposed to be a fair differential to them as the International
Co. which sells for $3 has this warehouse storage feature. All Gulf coast
publishers are paymg only 5 cents less for newsprint than inland publishers
in Texas. * *

Shipments from Canada are rebated so as to deliver paper to Texas common
points for the same price as informant’s company does. This, of course, can-
celed many of the features of buying from informant, there remaining no
further inducement for foreign paper. Informant stated that there is no profit
in what little remaining business he holds.



52 NEWSPRINT PAPER INDUSTRY

Mr. Harry A. Olmstead, president of the Olmstead-Kirk Paper
Co., Dallas, Tex., stated on September 24, 1929, in substance:

Mr. Olmstead stated at the outset that he wanted examiner to understand
that the newsprint portion of his business amounted to practically nothing—
that he makes no money out of it, and he never insists on his salesmen pushing
the sale of it. He stated it is absolutely necessary, however, for him to carry
it in stock for the reason that customers will order and request it together with
other paper shipments, and he must have it on hand in order to hold his cus-
tomers. He stated that it won’t be very long before the jobber will be elimi-
nated so far as newsprint is concerned, as each year more and more of the pub-
lishers are buying directly from the mills.

Following is an excerpt from the report of an interview with Mr.
J. T. Roach, president of Roach Paper Co., Little Rock, Ark., on
September 27, 1929:

Informant stated that there is practically no profit in the newsprint business.
He would just as soon dispense with it entirely, but as many of his customers
demand at least a small amount he finds it necessary to handle enough to supply
demands.

In an interview on October 9, 1929, Mr. William Malone, secretary
of Southeastern Paper Co., Louisville, Ky., stated in substance:

Informant stated that newsprint is only carried by his company to accommo-
date certain of his customers who occasionally demand small amounts.

The John Boshart Paper Co., of Duluth, Minn., wrote the com-
mission on June 24, 1929, in part:

We buy our newsprint from the Watab Paper Co., Sartell, Minn. We have
bought about 25 tons so far. The prices at the mill are $3.35 and $3.10. The
rate from the mill to Duluth is $0.45. We sell sheets only, as most newspapers
buying print in rolls buy direct from the mills, the latter using the excuse that
they must do this for protection in behalf of their company to avoid labor
trouble. As I understand it, if the mill takes care of the newspaper, the news-
paper will take care of any irregularities that may derive at the mill.

The following excerpt is from a letter to the commission from
Grode & Nash Paper Co. (Inc.), Nekoosa, Wis., September 9, 1929:

I wish to inform you at this time that we do not sell much newsprint, as we
never have been able to make a living profit on same.

In a letter to the commission dated July 8, 1929, Mr. J. B. Jones,
purchasing agent for the Western Newspaper Union, a large ready-
print paper concern which also does a jobbing business, said :

We sell an occasional car, both rolls and sheets, and endeavor at all times to
get at least 10 cents per hundredweight profit over cost on carload lots. In
years gone by we were able to make a larger profit, sometimes as much as 25
cents per hundredweight, or $5 a ton, over cost. In recent years our competi-
tion has been such that the profit has been cut to a minimum, and to such an
extent where the business is not at all attractive.

Jobbers’ quoted open-market prices—Paper jobbers were requested
to furnish the commission with their regular open-market prices of
newsprint paper on January 1, 1924, and all of the changes made
subsequent thereto with the date of the change. From reports se-
lected from the replies to this request Table 20 was compiled, show-
ing jobbers’ open-market prices nn sheet newsprint paper when pur-
chased in 500 pounds or in ton lots or more on January 1 of each year,
1924-1929, and on July 1, 1929.
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TABLE 20.—Jobbers’ quoted opem-market prices of sheet newsprint paper,
192/-1929

Jan. 1, Jan. 1, Jan. 1, Jan. 1, Jan. 1, Jan. 1, Julyl,
Tois 1924 1925 1926 1927 1928 1929 1929
City It\)rer *
o
* | 500 500 500 500 500 500 500
1bs, |TO08| 1ps, {TonS| s, (TOnS| 1, |TonS| g, |TonS| g, (ToDS| 1pg, Tons
Boston, Mass........_.
Buffalo, N. Y __ .
New York, N. Y. &
R, i3
b [y P &
Newark, N. J. .| 6
Baltimore, Md. e r g r ?
Pittsburgh, Pa_ of . 815 ; 5 4. 3
Toledo, Ohio St 9 156 S i : ’
Grand Repids, Mich._| 10 | 5. 55| 5.25| 5.£&| 5.25| 5.55| 5.25| 5.15| 5.00| 5.15| 5.00| 4. 5b| 4.35| 4.55| 4,35
Kalamazoo, Mich_____ 3 g U o = I R S I 8-, S L A T 5.10| 4.85| 5.10| 4.85| 5.10| 4.85
Indianapolis, Ind. 4k T I 5 R 5. 75, [ o] 5.00|----- 4. 70l 4 76 e 4 B
Chicago, Ill___ -| 13 | 5.25| 5.00| 5.25| 5.00( 5.15| £.00| 5.15| 5.00| 4.75| 4. 55| 4. 55| 4.35| 4. 55| 4.35
D ~f 144 b 80 . 8,801 5.15| 5.00{ 5.15| 5.00] 4. 75| 4. 55| 4. 55| 4. 35| 4. 55| 4.35
-| 15 | 5.50| £.25| 5.55| 5.25| 0.25| 5.00| 5.15( 5.00( 4.75| 4.55] 4.55| 4.35| 4. 55| 4.35
& X6 160001 as 050008 5.25| 5.00| 5.25| 5.00| 5.15| 5.00| 4.55| 4.35| 4. 55| 4.35
-| 17 | 5.35| 5.10| 5.35| 5.10{ 5.15| 5.00{ 5.15| 5.00( 4. 75| 4. 55| 4.55| 4.35| 4. 55| 4.35
-| 18 | 5.75| 5.25| 5.25| 4. 60| 5.25| 4. 75| 5.25| 4. 50| 5.25| 4.50| 4. 50| 3. 7E| 4.50| 3.75
-| 19 | 5.75] 5.25| 4.75| 4.20| 5.25| 4. 75| 5.25| 4. 50| 0.25| 4. 50| 4.50| 3.75| 4. 50| 3.75
PUBD o 0 i SR, RN BT 5.25| 4.75| 5.25| 4.50| 5.25| 4.50| 6.25| 4.50| 5.25| 4. 50
-{ 21| 5.75| 5.25| 5.80| 5.25| 5.75| 5.00| 5.75( 5.00( 5. 50| 5.00( 4.75| 4. 50| 4.75| 4. 50
e 7 W R 019 5.25| 4.75| 5.25| 4.75| 5.20| 4. 50| 5.00| 4.25| 4. 50| 4.25
o 28 Ll o 5 25| 4.75| 5.25| 4.75| 5.2b| 4.70| 5.25| 4.50| 4.50| 3. 75| 4.50| 3.75
Jacksonville, Fla______[ 24 | 5.50| £.2&| 5.25| 5.00! 5.00| 4. 75| 4. 75| 4.50| 4. 75| 4. 50 2.25| 4.00 4.25| 4.00
Kansas City, Mo. -| 25 [ 6.00! 5.70| 5.25! 5.05| 5.25! 5.C5| 5.25] 5.05| 5.00! 4. 75| 4.75! 4. 50| 4. 75! 4. 50
Do .5 -] 26 | 6.00| 5.70| 5.45| 5.20| 5.25| £.05| £.25( 5.05| 5.2E| 5.08| 4. 75| 4. 50| 4. 50| 4.25
15 ey e oy SR So2Gll et (o5 S 0. 20] e D 20]-—=c 6,001 ... 4008 o
SIoux Falls, 8. Dales Lol 98 L - ezt WM e Sl ot s 5.25| 4.75| 5.25| 4.75| 5.25| 4.50| 4. 75| 4.00
Nashyville, Tenn......_| 29 | 5.25| 5.00| 5.25| 5.00{ 5.25! 5.00( 5.25| 5.00| 5.25| 5.00| 5.00| 4.50| 5.00| 4.50
Topeka, Kans._. . 30 | 6.10| 5.80( 5.35| 5.15( 5.35! 5.15| 5.35| 5.15| 5.10| 4. 85| 4. 85| 4. 60| <. 60| 4.35
Greensboro, N. C. BLSlab ol Sl oE ISR 5.00| 4. 65| £.00| 4.65| 4.80| 4.45| 4. 40| 4.20| 4. 53| 4.20
Charlotte, N. C. 32 | 5.75| 5.25| 5.25| 4.85| 5.00| 4. €&| 5.00( 4. 65| 5.00| 4.65| 5.00| 4. 65| 5.00| 4. 65
Columbia, S. C_ 33 | 6.50|-...- 5.25| 5.10| 5.00| 4.85| 5.00| 4.65| 4.75| 4.50| 4. £5| 4.20| 4. 55| 4.20
Little Rock, Ark.__ U MR bt R S BT 5.25| 5.00| 5.2 5.00| 5.00| 4.75| 4.75| 4.50| 4.75 4.50
New O1leans, La.. 351 6.00|---_ 5.75| 5.50 5.75| 5.50f 5.25| 5.00| 5.00| 4.75| 4,50 4.25| 4.50| 4.2
Dallas, Tex_.---- 36 | 5.75| 5.50| 5.50| 5.25| 5.50] 5.25| 5.00| 4. 75| 5.00| 4.75 5.00| 4.75| 5.00| 4.75
Appleton, Wis. 37 | 5.25| (2) | 5.25| (2) | 5.25| (2) | 5.25| (2) | 4.75| () | 4.75| 4.55| 4.75| 4.55
Neenah, Wis_ . 38 [35.50| 5.25[35.50| 5.25[35.50( 5.25[25.50( 5.25(4.75| 4.5534.75| 4.55/34.75| 4. 55
Butte, Mont._ . 39 |6.00[-—-_ 6.00|-_-__ | S 5.65|---— {1 e 5.36] oo 85:36} e
Portland, Oreg____ 40 | 6.00| 5.70| 5.75/4 5.75| 5. 50(¢ 5.50| 5. 50[* ¢.50| 5. 50/ 5.50 4 5.00| 5.00/ 5.00|4 5.00
San Francisco, Calif. 41 | 6.25| 5.85| 5.85| 5.50| 6.00] £.60| 5.75 5.00| 5,75 5.25| 5.75| 6.00 5.75| 5.00
42 | 6.00|.--__ 6:001.....2 6.00)-—-_— 5.50[-—.-_ Lt 8.80)-c-x 5.80) ..
43 |-o.-- 13.50----- 18601 2. 2 240k . e L0l ot 13.00}..-- 12,9014 13.00
! Tmported paper. 2 Price on application. 3 1,000-pound lots. 4 Less 5 per cent.

In some instances the prices shown in this table became effective
during the period preceding the dates shown. There was no regu-
larity in the dates on which price changes were made by the various
jobbers, nor did they correspond with the dates of price changes by
the newsprint manufacturers. (See Table 18.) There is nothing in
the files to indicate that there was any concerted action by the jobbers
in making prices. It should be noted, however, that in Chicago, Ill.,
where the prices of five jobbers are shown, there were four different
prices of sheet newsprint when purchased in 500-pound lots in 1924.
Each of the five jobbers made several reductions on different dates,
but their prices were uniform on January 1, 1929.

While in some of the cities listed the number of price reductions
have been few, the general trend of jobbers’ open-market prices has
been downward, thus reflecting the reductions made by the newsprint
manufuacturers in the mill prices,
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In the above table only prices for sheets in 500-pound and ton lots
are shown. They show the trend in the jobbers’ prices for roll paper
as well as smaller quantities for sheet paper. Table 21, which fol-
lows, shows the jobbers’ open-market prices of roll and sheet news-
print paper at the time the several reports were received during 1929.
The prices quoted are based on quantity purchases. The roll prices
are shown for purchases in 500-pound and in ton lots. The sheet
prices are for purchases in less-than-ream, ream, bundle, 500-pound,
and ton lots.

TABLE 21.—Open-market prices of newsprint paper listed by jobbers, 1929

Sheets Rolls
J(}gber g
0. ess
¥ Bun- 500 500
than | Reams Tons Tons
e dles | pounds pounds|
Boston, Nasa.A 05 L L S Vil s 1 $5.50 | $6.00 | $5.50 | $5.00 |ooooooo|icconn
g o 2| $8.75 (g e 5.50
Albany, N. Y 3 P [ A Y 5.45 4, 854152 5 s
11NN 4 7200 Hasroats 5. 60 5.00 |--
Buffalo, N. Y.___ 5 7.25 G200 [ontint e 4708 e e
New York, N. Y. GiNa 92 gsanleat atle o 6. 00 5. 50
Newark, N. J__ 7 gin Y SN 6.0 e n il |76 T
15 1oy 8 8.00 6.25 O R
Dot L ul 9 SIS0 T 5.50 ALBO LI Sl P
Baltimore, Md. T B e TR L R fos 15,00
Pittsburgh, Pa. b O o R (R 5.25 4,75
Cincinnati, Ohio. 12 7.00 DieZbnlogasaty 7 Y 58] [ T
1 Kl e TS .50 4.25
14 5.25 4.75 3.90
15 7. 50 5,00 [cLoce =t 5.00 4.75
16 8.00 Ul i i 4.55 4.35
17 5.25 4.55 4.35
18 R P T R e © 4. 55 4.35
190 2oL 7.00 6.00 5.25 4.50
20 el 5.50 4. 50 3.75
21 9.00 7.00 5.75 4.75 4,00
22 . 14.50 | 14.00
28 e s 15.00 1452001 L8 NO T LR L

................. 4. 50 4.25

4.50 4,25

[o S RTRTES R 4. 50 4.25

BSioux Falls, S. Dak. 32 4.75 4.00

Nashville, Tenn.. 5.00 4. 50

Topeka, Kans_.__ 4. 60 4.35

Greensboro, N. C 4.80 4.45

Atlanta, Ga.. 4. 50 4.25

Pt 4,50 4.10
Jackson, Miss__ 4. 75
Little Rock, Ark._ 4.75
Tulsa, Okla.._. 4.75

Fort Worth, Tex._

10 RECE IR
Houston, Tex
Duluth, Minn._ .

Milwaukee, Wis_ . 8.25
San Francisco, Cali 48 9. 60

DO ks dvps 49 8. 50
Portland, Oreg. 50 7.50
Tacoma, Wash_ 51 8.00
Spokane, Wash_ . ____________________ 52 8.00

1 Imported from Finland.

In the newsprint-paper industry 500 sheets are accepted as a ream.
A ream of standard newsprint 24 by 86 inches weighs 32 pounds.
The bundle is not standardized, and may contain from 2 to 5 reams,
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Customers who purchase in less-than-ream lots probably use the
paper for job printing or other incidental uses and not for print-
ing newspapers. The quoted prices for less-than-ream lots ranged
* from $7 to $9.60 per hundredweight, or $140 to $192 per ton. Prices
in ream purchases ranged from %5 to $7.20; bundles, from $4.75 to
$5.50; 500-pound lots, from $4.25 to $5.75; and ton lots, from $3.75
to $5.75 per hundredweight. Quoted prices for roll newsprint ranged
from $3.60 to $4.75 per hundredweight if purchased in 500-pound
lots, or $3.05 to $4.50 if purchased in ton lots. The lowest quoted
prices for purchases of sheet paper in ton lots were made by jobbers
in Minneapolis, Minn., and in Richmond, Va. The lowest price for
roll paper in ton lots was made by a jobber in Richmond, Va. The
low prices in Richmond were for imported paper, which, in many
instances, was purchased c. i. f. American ports at $58 per ton.

The jobbers’ margin—No attempt has been made in this inquiry
to ascertain the jobbers’ profits on newsprint paper. However, the
following comparison of quoted selling prices for ton lots of sheet
newsprint of four jobbers located in Chicago, Minneapolis, Kansas
City, and Oklahoma City with their delivered cost during 1929 may
be of interest: ;

TABLE 22—The jobbers’ margin based on delivered cost and quoted prices

lJ'oP s M Carload Cost

ist price | Manu- arloa os! s

ver hun-|facturer’s| freight | f.o.Db. l\e{ra{l%l:_

Location of jobbers dred- price rate per | carsat |P Hred
weight | f.o0.b. |hundred-| jobbers’ foht
for ton mill weight | location (FRLE
lots

(CH T S e B S MO ST AR 0 1 O $4.35 $3.25 $0. 20 $3.45 $0. 90

Kansas City, Mo___ o 4.25 3.10 .32 3.42 .83

Minneapolis, Minn_._____ 4. 00 3.10 .10 3.20 .80

Oklahoma City, Okla 4.50 2.75 .79 3. 54 .96

The four cities covered by the above statement are typical jobbing
centers. The delivered cost and list prices are believed to reflect the
jobber’s cost and selling prices generally in these centers.

In many cases jobbers buy in less than carload quantities, and
therefore pay the less than carload freights rates. The margin
shown, however, is where the jobber gets the benefit of the carload
freight rate instead of the higher less than carload rate by having
his consignment shipped in a pool or club car. The jobbers buying
in carload lots do not pay any freight, as the paper is sold on a
delivered basis. To determine the net profit, many items, which vary
greatly with various jobbers, including trucking, storage, insurance,
interest, selling costs, general overhead, discounts, and credit losses,
must be deducted.

One jobber undertook to justify part of the margin between the
mill price and the price to publishers who buy in less than carload
lots by showing that the distribution of one car (50,974 pounds) of
roll newsprint invoiced to him on April 1, 1929, required 31 transac-
tions, extending from April 15 to June 18, 1929. The lot comprised
40 rolls; the storage cost alone was 99 cents per roll for the first
month and 45 cents per roll each succeeding month; 6 rolls remained
unsold on June 21, 1929.

1354—S. Doc. 214——75
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Jobbers’ prices on actual sales—Owing to the incompleteness of
jobbers’ records of newsprint sales, it was impossible to get complete
information as to their actual selling prices for prior years; only a
few of them furnished any price list except printed ones. However, -
accurate sales and price figures were obtained for 1928 and 1929.
Generally, jobbers’ prices were slightly lower in 1929 than they were
in 1928, giving effect to the price reductions made by the manufac-
turers, although the jobbers’ reductions were not so great as those
of the manufacturers nor were they uniform.

Table 23, which follows, was compiled from jobbers’ reports of
their small and open-market customers with the quantities and prices
of newsprint sold to each during that part of 1929 for which their
reports were made. The table shows the number of newspaper pub-
lishers to whom jobbers sold newsprint paper, with the quantity of
paper and the range of prices per hundredweight, in each of the
cities listed. Sales of rolls and sheets are given separately. The
quantities shown in the “contract ” column represent the customers’
requirements for the entire year, while the quantities in the “ open-
market ” column are actual shipments up to the date the reports were
made and cover an average of about seven months of 1929.

The cities or distributing points are arranged as nearly as prac-
ticable so as to group them in the same price zones, as outlined by
leading manufacturers. The prices are for shipments f. o. b. cars at
the distributing point unless otherwise noted.



TaBLE 23.—Newsprint paper sales to publishers by jobbers, 1929

Num-
ber of
jobbers

Sales in rolls

Sales

in sheets

Contracts Open market ! .Contracts Open market !
Num- Num- : Num- 5 2
: : -+ | Price range Quan- | Price range | Number : Price range
o | e | Femaradmear) el | QUani) por hundred-| Ber,o | iy | er bundrea | of pub- | QLA e hundred-
lisliers Hioas weight lighers (tons) weight lishers 0 weight

Portland, Me
Boston, Mass
Springfield, Mass A

Providence, R
Albany, N.7¥ . oo 23
Saratoga Springs, N. Y. =
Rochester, N. Y___. e
New York City.. *
Philadelphia, Pa. "k
Harrisburg, Pa___ -
Baltimore, Md . o
Dayton, Ohio____ f
Cincinnati, Ohio. ES
Louisville, Ky..._ Exh
Indianapolis, Ind._ K
Toledo, Chio._. Y
Detroit, Mich.. o
Lansing, Mich. .
Kalamazoo, Mi({\l/}

Des Moines, Iowa.__ o
Milwaukee, Wis__ A

Kansas City, Mo. L4
Omaha, Nebr_. =
Topeka, Rang. . L lTC L o il

bt DD W ST bk bt ok ok Bt 1N CAD QT bk ok ok DD ek ok bk DD b bk ok DD 1 DD b bk DD ek bk bk

1 Open market sales cover a period averaging 7 months in 1929.

3.35
22,90 - 3.90

3.65 - 4.25 |_
23.00 - 4 75 |
23.05 - 4.75

3.75 - 6.25
2 F. 0. b. mill.

3 Includes rolls.

o
i

4. g
3.37- 4.75
3. 7.50
4. 5.25
3. 5.50
3. 6.75
3. 7.50
3. 7.00
3. 6.00
3. 4.50
3. 7.00
3. 5.50
4, 5. 50
435 7.0
4. 5.50
3. 8. 50
4. 6.35
3.50~- 8. 50

60—
30
10~
65
50
34—
20~
25
60-
75
75
75
25
30~
75
00-
50_

XYLSNANI 9HdVd INIGdSMEN

L8



TABLE 23.—Newsprint paper sales to publishers by jobbers, 1929—Continued

Sales in rolls

Sales in sheets

Nl Contracts Open market Contracts Open market
'bl?{) of =
jobbers

Num- Num- Prive man Num- ’ : :

) 3 : ge Quan- | Price range | Number - Price range
berof | Quantos Frice enseRer benof | Quantiy] e humdred.| B0 | iy | per hundred: | ofpub- | Q3| per undred-
lishers lishers VRN L hers U Om) S PR ERE St e Wi

Fort. Worth, Tex... i --_ . £ i S2end) s s el B A ] o d s o e e R S
Dallas, Tex_.._....__. 3 2
Little Rock, Ark_____ 1
New Orleans, La_____ " 2
Tampa, Fla__________ 1
Columbia, S. C___ %
Richmond, Va..____. = 1
Salt Lake City, Utah_ 2 1
Butte, Mont.__._.___ 2 1
Spokane, Wash._ £ 1
Eureka, Calif_________ = 1
San Francisco, Calif__ » 4
Los Angeles, Calif. .z o .. __ T . 1
b 101\ T IR R o Y 76 5,968 23.125- 5.75 i 22.60 - 6.50

2 F. 0. b. mill.

3 Includes rolls.

89

AYLSNANI 9HdVd LNIYdSMEN
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The table was compiled from reports from 76 paper jobbing
houses (including branches) located in 47 cities in 27 States of the
Union. They represent the principal jobbing centers of the United
States. The price range is the lowest and the highest at a given
city. While the range in some cities was wide, very little paper was
sold at either the lowest or highest price.

The only sheet newsprint sold on contract in excess of $5.75 per
hundredweight was at San Francisco where the Zellerbach Paper
Co. sold 2,400 pounds of sheet newsprint to the Belmont Courier,
Belmont, Calif., at $7.20 per hundredweight f. o. b. San Francisco,
and 3,000 pounds of “ Peerless” newsprint to the Gardnerville
Record-Courier at $7.50 per hundredweight, less 5 per cent.

A large majority of the 2,500 publishers purchased their require-
ments of sheet newsprint paper at prices ranging from $4 to $5.50 per
hundredweight. Only about 425 publishers consuming about 98
tons of sheet paper during the 7 months covered by the table,
or at the rate of about 168 tons per year, paid in excess of $5.50 per
hundredweight during 1929. The 425 publishers purchased an
average of about two-fifths of a ton of sheet paper per year each,
which at the highest price shown ($8.75 per hundredweight), would
result in an average newsprint cost of only $70 per year for each
publisher.

Ready-print prices—Mention is made in this report of the fact
that a large number of small publishers use ready-print sheets for
their newspapers. (See p. 66.) The ready-print 1s issued in folios
(2 pages printed and 2 blank) and in quartos (4 pages printed and 4
blank). It is issued in 5, 6, or 7 column sizes for papers of 4 to 16
pages per issue,

The price of ready print varies with dimensions of the sheets,
quantity purchased, and whether with or without advertising. The
six column quarto size 30 by 44 inches, weighing 50 pounds to the
ream (500 sheets), is the size most used. The following table (No.
24) shows the prices of ready-print sheets by the Western News-
paper Union, four 30 by 44 inch sheets (4 pages printed and 4
blank) from June 1, 1920, to September 30, 1929 :

TABLE 24.—Prices of the Western Newspaper Uwion for Ready-print 6-column
quarto, 30 by 4} inches, 1920-1929

Effective June 1, 1920 | Effective Apr. 1, 1021 | Pfective since Oct. 1,

With ad- | Without | With ad- | Without | With ad- | Without
vertising, |advertising,| vertising, |advertising, vertising, |advertising,
per 100 per 100 per 100 per 100 per 100 per 100

Quantity (number of sheets)

$1.22 $1.65 $1.10 $1.53 $0. 92 $1.35

1.18 1.656 1. 06 1.53 .88 1.35
114 1.65 1.02 1.53 .84 1.35
1,10 1.65 .98 1.53 .80 1.35
1.06 1.65 .94 1.53 .76 1.35

The above prices are f. o. b. at the various branches of the Western
Newspaper Union. Nearly all of the customers of the Western News-
paper Union use the ready-print with advertising. The prices in the
last column, effective since October 1, 1922, were still in effect Septem-
ber 30, 1929.
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CHAPTER IV
SUPPLY AND DEMAND FACTORS

Section 1. Consumption of newsprint.

No attempt has been made in this inquiry to obtain detailed
information as to total consumption of newsprint paper from
year to year. The increase in consumption has been rapid, due
to the normal growth and prosperity of the country and the enormous
increase in the demand for advertising space in the newspapers. If
we measure consumption of newsprint by combining the domestic
production and imports, deduct exports, and assume that the bal-
ancing figure represents the quantity consumed, disregarding the
fluctuations of stocks on hand, there were consumed in the United
States the following quantities of newsprint paper:

Tons Tons
1921 2, 000, 000 | 1926 3, 515, 000
1922 2, 451, 000 | 1927 _ 8,458, 000
1923 ——— 2,778,000 | 1928 3, 661, 000
1924 _ 2, 821, 000 | 1929 3, 794, 000
1925 2, 955, 000

The estimated consumption for 1921 (2,000,000 tons) was a little
below that of 1920. This was probably due to scarcity and abnor-
mally high prices of paper at that time. There was also a general
depression of business that year. With the recovery of business gen-
erally, the consumption of paper has increased constantly except for
the year 1927 which dropped a little below 1926. The balancing
figure for 1929 was 3,794,000. The bulk of this paper is consumed by
the 14,250 daily, Sunday, and weekly newspapers published through-
out the United States.

Section 2. Chain-owned papers.

Fifty-two owners of chains of newspapers publishing 266 daily
and 101 weekly newspapers consume approximately 1,490,000 tons of
newsprint paper per year. The Scripps-Howard newspapers, com-
prised of 25 dailies, lead the group in number of papers owned. Mr.
William Randolph Hearst and Mr. Ira C. Copley follow, with 22
papers each. The following tabular statement shows the names of
the chains, the number of papers owned, and the approximate ton-
nage of newsprint paper consumed annually by each:

61
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TABLE 25.—Newspaper chains

Name of chain

Number of
papers

Annual con-

sumption
Daily |Weekly|
Tons

2 Eonhac 1 oy oDl st ATt Sl vinel e PN at o s o et s el 0, S e e v R B 540, 747
Patterson-McCormick newspapers.__ 2 1 224, 502
Scripps-Howard newspapers..._ 25 % 158, 237
Pulitzer newspapers_.__.___. 2 . 103, 687
Adolph 8. Ochs newspapers . 3 . 102, 500
Curtis-Martin newspapers.. 3 3 , 000
The Gannett Co___..__.__ 15 3 50, 005
Lea-Caldwell newspapers. 4 27,000
Booth Publishing Co.__ 8 21,100
Ridder Bros. newspapers . 10 = 23, 260
Ira C. Copley newspapers 22 X , 609
J. David Stern newspapers. 3 I 17, 000
J. C. Schaffer newspapers... 5 _ 16, 744
James M. Cox newspapers.. 5 ¥ 15, 000
Bryan-Thomason newspapers . .4 2 14,124
Scripps-Canfield newspapers.. 11 o 13, 296
Robert Ewing newspapers. . 2: G 9, 000
S. L. Slover newspapers. . 3 = 8,400
Brockhagen newspapers. . 2 1 8,100
Lee-Syndicate newspapers..... 9 v 6, 650
Brush-Moore Newspapers (Inc.) 5 = 6, 510
C. L. Knight newspapers_.__. 2 N 6, 375
Federated Publications (Inc.). 3 % 5, 525
Guy P. Gannett newspapers.. i (O T 4,888
H. C. Ogden newspapers. _..... 10 2 3,365
Frederick I. Thompson newspapers. i 55l sLonenl oy 3,138
Bixby newspapers_.._._...._... 4 2 3,000
Fentress Marsh newspapers . 15 2,734
Osborne newspapers___ ... ____._._. 2 2, 627
Macy-Forbes newspapers (use hook paper) 1 74 2,218
R: W. Page Corporation. ... _.._....... 4 2, 050
Taylor newspapers._. ... 3 1, 900
N. B. Black newspapers.._ 3 1, 600
John L. Stewart newspapers 5 1,474
James A. Skewes newspapers. 3 1,260
D. W. Stevick newspapers.. 3 800
C. L. Rowley newspapers 4 650
C. E. Palmer newspapers......._. 5 470
D. W. & P. E. Grandon newspapers.. 2 400
Lindsay newspapers._......_..... 2 392
C. F. Ridenour newspapers. .. 3 425
Elam-Lachenmeyer newspapers 3 210
George F. Morrell newspapers. . 2 206
Howe newspapers__._.____. 3 200
Allan Markely DEWSDADOIB -« -censcmsmer it ettt s s et 2 115
Edward D. Woodyard newspapers (no figures available on 6 papers) . ...__|---w--_~ 86
‘Walter MUITAY NeWSDAPETS .- - - o e em e 2 80
Home News B e, L D e et 25
Wiyoming County  Combination. . :uszu s i e izarin cobin - bobbbiidipanbpsa| s otz 24
Golden Rule Publishing Co.... (3 20
Interstate Newspaper Co..... - L 12

BonthiBhoTES NeWRDODETS T r a2 - e ] S RS L el e (O]
TOotAla ey ot s slet < F ey EGe ) SE R b br « EpE o b b st o ppibh by sy d 1,490, 740

1 Purchases ready print from Western Newspaper Union.

The 22 papers owned by Mr. Hearst consume about 540,000 tons of
paper annually. This paper is purchased by two corporatlons organ-
1zed for the sole purpose of purchasing supplies for the Hearst
papers. The Newspaper & Magazine Paper Corporation, with head-
quarters in New York City, purchases the paper requirements for
the Hearst papers east of the Rocky Mountains, amounting to ap-
proximately 446,000 tons annually. This quantity for the year 1929
was purchased on contracts from the following-named companies:

Algonquin Paper Corporation

Tons

27, 000

Wisconsin River Paper & Pulp Co o

_ 24,000
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3 § Tons
Fnteruational- Paper Qo o veaia datpeiiytie Jat 00 0 o sl NP e 140, 000
Great Western Paper Co—_______ o 3, 000
ennenin = P aper G0 o e e e e e maaie e Bl 2, 400
Anglo-Canadian Pulp & Paper Mills (Ltd.) __________________________ 110, 000
Brompton Pulp & Paper Co. (Fédaeeds [T 1o o oo 63, 000
Enlke St John Power & Baper Coft(ed )" 2L -up i da el s 78, 000

In addition to supplying the Hearst papers, the Newspaper &
Mafgazine Paper Corporation sells almost 50,000 tons of newsprint
to four other papers formerly owned by Mr. Hearst.

The Pacific coast papers owned by Mr. Hearst purchase their
newsprint requirements through the American Paper Co. of San
Francisco, Calif. Contracts for the purchase of the requirements
of these papers, amounting to approximately 115,000 tons during
1929, were with the Crown Willamette Paper Co. The Hearst-owned
papers consume approximately 15 per cent of the total newsprint
paper consumed in the United States.

The Patterson-McCormick interests, controlling only two papers,
the Chicago Tribune and the New York Daily News, consume 224,502
tons of newsprint paper annually. The principal source of supply
for the Chicago Tribune is the Ontario Paper Co. (Ltd.), with a mill
at Thorold, Ontario, which is also controlled by the Patterson-
McCormick interests. The New York Daily News purchases prac-
tically all of its requirements from the International Paper Co.

The Scripps-Howard newspapers consume about 158,000 tons of
newsprint paper annually, which are purchased from a number of
manufacturing companies. The chain, however, has contracts cov-
ering its entire requirements.

The New York Times and the Chattanooga Times, owned by Mr.
Adolph Ochs, consume well over 100,000 tons of newsprint paper each
year. The principal source of their supply of newsprint is the
Spruce Falls Power & Paper Co. (Ltd.), of which Mr. Ochs owns
49 per cent of the capital stock.

The chain known as the Pulitzer newspapers owns the New York
World (published morning, evening, and Sunday) and the St. Louis
Post-Dispatch, ofg St. Louis, Mo. These papers consume about
103,000 tons of newsprint paper annually.

The five newspaper chains described in the preceding paragraphs
consume approximately 1,125,000 tons of newsprint paper annually,
or about 30 per cent of the total amount constimed in the United
States. The 52 chains listed above as controlling 266 daily and 101
weekly newspapers consume 1,490,740 tons, or about 40 per cent of the
annual consumption of the United States.

Section 3. Large daily papers.

From reports direct to the commission combined with information
from published sources, there has been compiled a statement covering
100 large daily newspapers in 38 cities of the United States. Sixty-
seven of these papers publish Sunday editions. The table shows the
name and location of the papers, the approximate tonnage of news-
print paper consumed annually by each as well as the average
number of pages and estimated circulation of each issue. The table

follows:
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TABLE 26.—Newsprint annual consumption and circulation of selected daily
papers

City and name of paper

Newsprint

Average daily

Average Sunday

annual

consump- | Num-

Num-

tion (tons) | ber of |Circulation| ber of | Circulation
pages pages
Atlanta, Ga.:
AConstivation b tos il La b 8, 000 22 92,897

Birmingham, Ala.:
‘Age-Herald (morning)..
News (evening). ..ol . saur e wobabds il iy

Boston, Mass.:
AQVertiser. .- cooe oo

Globe (morning)
Globe (evening) -
Berayd.l e
Traveler...
157 N el PR AL, R et SR e
Buﬁalo, N,
Courier-Express

Ti
Chicago, Ill.:

A mnBriean ikl Sy A e (b T
Herald and Examiner. . eeceocabnrsrrasosana

Dayton, Ohio:
DALY NOWE 4w b il S e Yid's » A b e E o S Lo
Herald. ...
Journal....
Des Moines, Iowa:
35Tera e R EEe SERL R St LAy S E A U LR 0
Tribune-Capital.
DRBYEr, U010.8 POBY,« < iwiwsrqssradnnsss~ssmysonys
Detroit, Mich.:

Fort Worth Tex,: Star-Telegraph.
Houston, Tex.: Chroniele- - —-—-..---ooooowooooons
Indianapolis Ind.:

News

TGATRAl B Ofb s o e R

Star (morning) -

ST (T a1 s o1 5 St S MR B S SRR
Los Angeles, Calif.:

Lomsvxlle, Ky.:
Coner=Journal. - ouc sl il bo it ol
151571 o £ 20T L RS RREIRE PN S B G R T o 5
Memphis, Tenn.:
Commercial/Appenl - Lomoh tohadetne oo S hid

1 Not available.

} 134,939 {

5, 000
58, 000
132, 502
14, 233
18, 500

52,000 {

162,813
209, 777
210, 270
125, 000

88, 050
65, 000

27,233
250, 000
27,000

112, 856
117,213
162, 723

226, 508

132, 016
269, 574
269, 832

204, 245
143, 077
229, 159
100, 572

60, 000
162, 959
103, 868

85, 199

113, 098

66 204, 419

103 206,
VT 110, 000
7 105,109

(O] ®
100 49,458

64 48,
""" 80 | 177,754
108 261, 511
113 309, 826
132 382, 857
93 381, 472
64 132, 605
(O] 100, 000
""" 89| 77155, 661
67 140, 311
92 303, 967
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TABLE 26.—Newsprint annual consumption and circulation of selected dam/

papers—Continued
. Average daily Average Sunday
Newsprint
City and name of paper c::s’i'lﬁi)_ Num- Num-
tion (tons) | ber of | Circulation| ber of | Circulation
pages pages
Milwaukee, Wis.:
Journal 21, 000 31 169, 039 99 219, 495
‘Wisconsin News 6, 500 31 108, 919, Sl P b SN ENEE
Mmﬂsgﬁfs’ i 13,750 27| 116,925 90 161,813
Tribune (MOIMINE) - -~ oooooooos G { 26 72, 263 91 170, 704
Tribune (evenmg) % 26 [0 I P (ool 3900, i)
gewaaki NI g News i sl ifys Shi i w e | 20, 000 39 146,688 |iu LAt e Gt o
ew Orleans, La.:
Daily States, DS ERORr e AN I8 e © R e 9, 000 22 51, 521 O] 93, 126
N Tiyr_nei‘PI{Ica une ............................... 12, 000 31 , 748 138,170
ew Yor
American. 31 200, 919 100 1,121, 539
Journal._..____ 34 634,
Brooklyn Times. 18
Herald Tribune. 60, 000 35
B o s i 92, 000 46
Post... 10, 000 31
Sun__._ 35, 000 38
Telegram. 15,000 23
Times......... 100, 000 45
World (iomiinig). <ol Lo coe Ldutor dtiepuitla Sl s sgs io 28
World (OVOMINg). .cooi- v c s ton e nn ot aians 71,713 30
Oakland, Calif.:
Post-Enqmrer _________________________________ 4, 538 32
o 'Il‘lribgrneﬁ ............................ e 3 12, 000 46
maha, Nebr.:
e Tl s W o T 9, 500 23 | 116,076 89 123, 699
World-Heralda - o0l Ll SH LG 2T 12,150 24 131,716 75 132,709
Philadelphia, Pa.: .
Eullepin o 64, 000 gg 3(5)2, g% --------------------
vening ger. N TR, R
Public Ledger. .. o000 { 20| Bed 90 192,300
Inquirer..._ 57,000 27 278,158 109 508, 538
Pittﬁ)ecorg-l’. 13,300 21 130 024 70 121 602
sburgh, Pa.
ShitMelegraph [ Leviar o it pSEat Ll 25,648 31| 175,625 94 354,346
Post-(}azette_ e 18, 800 28 oo B PERCRER e I o
5 tl d-b_ ....................................... 40, 000 38 , 8 111 282, 266
or an reg.:
Journal , 000 23| 105,601 61 134, 540
Oregonian. 212,000 22 109, 123 82 172, 036
gtmllf)mpdi\ga“ 5,370 32 L B () ORI S R,
. Louis, Mo.:
Globe-Democerat . .. - - - oo 25, 000 25 278, 894 82 263, 481
Post-Dispatch. 34, 000 37 243, 276 112 349 619
47 S R L SIS I e L T 5,150 21 348,800 dovad il ot dhe
o =Tl g 25 89, 523
DGR . Lu-bal il L s n stk g S P T LRI LU ]
Pioneer Press.- 1000 {3 74, 507 &1 130,879
aily News. .. 5,224 19 , 99; 3
Seattle, Wash.: Pos 9, 926 29 99, 951 94 164, 22¢
o) g rﬁnlgiscto' i 8,108 34! 112,184
all-Pos 1 B2 PR RN
ORI, ol L i s R s 15, 000 30 98, 528 109 162, 176
Examiner.__. > 33, 262 33 188, 501 132 380,133
g&ll-Bnlletin- & g. 108 gg lég, (l)ig
.......... , 500 s
’{“‘?lego, ?hio DBléd ............................... 12, 800 31 134,018
ashington, D. C.:
Herald 11,816 20 61, 967 72 139, 675
7 SR SR LT DN TR o B [ 15, 824 36 105, 290 110 111,314
b AR ER LY ¥ CHPEC R SR L TR e oy o PO R, 2, 348, 808 329 | 19, 455, 495 396 19, 093, 209
1 Not available. 1 Estimated. 3 Average.
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The above-named papers represent the largest papers of the coun-
try, but it should be noted that many of the papers listed in Table 26
are also included in the chain-owned papers (Table 25). They have
a total daily circulation of 19,454,495 and 19,093,209 on Sundays.
The average number of pages of the daily issues is 29, while the Sun-
day issues average 96 pages. These papers consume approximately
2,350,000 tons annually, or about 6414 per cent of the total newsprint
paper consumed in the United States. The sizes of the daily papers
range from 14 to 46 pages, while the sizes of the Sunday papers
range from 61 to 173 pages. The circulation of the dailies range
from 27,200 to 1,320,000 copies. The circulation of the Sunday
papers listed above range from 48,000 to 1,546,000 each issue. All of
the above-named papers have contracts with newsprint-paper manu-
facturers covering their paper requirements.

Section 4. Small daily and weekly papers.

There are approximately 12,000 weekly papers as well as hundreds
of small daily papers published in the United States, most of which
consume too small a quantity of newsprint paper to buy in carload
lots. With few exceptions, manufacturers do not solicit less than
carload sales. Among the difficulties experienced by small publishers
in dealing direct with the manufacturer is the matter of establishing
favorable credit relations. The manufacturer usually demands pay-
ment during the month for the previous month’s deliveries of paper.
This often works a hardship on the small publisher. Many of the
small papers consume only a few tons annually, and even where the
publisher consumes as much as a carload (about 25 tons) per year, the
question of storing the paper prevents him from purchasing such
quantity in one shipment. Small publishers who can not find a
manufacturer to supply their requirements in less than carload ship-
ments must go either to the jobbers or combine with their neighbors
in cooperative buying. In dealing with jobbers, the small publisher
can usually arrange more favorable terms of payment.

The International Paper Co. during 1929 entered into contracts to
supply newsprint to publishers requiring deliveries of less than car-
load lots. The company had 70 such customers requiring paper in
quantities ranging from 114 tons to 124 tons each. The individual
shipments ranged from 250 pounds to 7 tons. The total less than
carload lot contract sales by the International Paper Co. during 1929
was 1,200 tons. These customers were located in the Boston and New
York sales divisions and, it should be noted, were not far from the
company’s mills.

Comparatively few small publishers use newsprint in rolls. The
vast majority of them use sheet paper. During this investigation in-
formation was received from jobbers and paper merchants showing
their contract and open-market sales to small publishers. The con-
tract tonnage represents the estimated requirements for the full year,
1929, while the open-market tonnage was the actual  quantity deliv-
ered during the first seven months. While the information is not
complete as to all jobbers, it is believed to be representative. From
this information figures have been compiled, showing the following
results:
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Jobbers' sales to small publishers

|
Number| Tons

Rolls:

O COIPAO e i me e D IR e Sl B | 2l Tl (0 S 43 5, 968

Open market 179 3,257
Sheets:

(8130 80075 n 075} R I B Ll R R ol s s ol pny il OB sk Aol 90 464

Open market 2,427 5, 031

Total.___.‘______..._A_.‘_,,,‘,__.,______._.,_,-__.___.____._________-___.,_... 2,739 | 14,720

. From these figures it will be seen that jobbers supplied on con-
tracts, 43 small publishers using rolls and 90 publishers using sheet
paper, while on the open market they supplied 179 publishers using
rolls and 2,427 small publishers using sheet paper. The 43 pub-
lishers using roll paper which they purchased on contract consumed
an average of over 138 tons each per year. It would appear that
these publishers could have purchased their paper in carload lots
at lower prices had they dealt direct with the manufacturers. The
179 publishers using rolls supplied by the jobbers on open-market
sales consumed an average of approximately 31 tons each per year.
While this quantity represents a carload or more, the storage and
preservation problems prevent many publishers from purchasing a
year’s requirement of paper in one shipment, and it was probably
necessary for them to purchase from the jobbers at jobbers’ prices.
The 90 publishers whom the jobbers supplied with sheet paper on
contract consume an average of a little over 50 tons, or about two
carloads each. To have purchased direct from some manufacturers
they would have been required to purchase a 6-months’ supply
in one shipment, which would have raised the question of storing the
- paper. The 2427 sheet-newsprint users purchasing direct from the
jobbers in the open market consumed 5,031 tons during the first
seven months of 1929, or an average of about 314 tons each per year.

The publishers shown in the detail above purchase their news-
print requirements in 47 cities located throughout the United States.
For further details of these purchases, see pages 57 and 58.

Combining the 2,517 small publishers purchasing sheet newsprint
from jobbers with the 2,577 weekly newspapers using ready-print
paper for their publications, this investigation has established that
5,094 small daily and weekly newspapers consume approximately
18,667 tons of paper, or an average of less than 234 tons each per
year.

Ready-print sheets—Many weekly newspapers use ready-print
sheets for their publications. There are six companies in the United
States furnishing ready-print sheets to small papers, the largest
of which is the Western Newspaper Union, with headquarters at
Omaha, Nebr. This company operates 34 branches located in the
principal cities of the country and supplies ready-print sheets to
9,854 papers published in every State in the Union. Details of paper
consumed were secured from 31 of the 34 divisions serving ready-
print paper to newspapers. These 31 divisions consumed 4,963 tons
of newsprint paper during 1928 and 3,431 tons during the first nine
months of 1929, On October 5, 1929, these 31 divisions were serving
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2,577 weekly newspapers. On the basis of these figures, the average
weekly newspaper using ready-print consumes about 134 of a ton of
newsprint paper each year.

The second largest company furnishing ready-print sheets is the
Montana Newspaper Association, Great Falls, Mont. On September
1, 1929, the association was serving 81 weekly newspapers published
in Montana with combined circulations of 51,356 each issue. During
1928 the association purchased 10434 tons of sheet newsprint paper
for its use in preparing ready print. This paper was purchased from
the Inland Empire Paper Co., of Millwood, Wash., at an average
delivered cost of $80.24 per ton, including freight at 58 cents per
hundredweight from Millwood to Great Falls. During the first nine
months of 1929 the association purchased 66 tons of sheet paper from
the Inland Empire Paper Co. at a delivered cost of $76.60 per ton.

Prices of ready-print sheets have been previously discussed. (See

p-59.)

Section 5. Cooperative buying.

The matter of cooperative buying could be handled by the various
publishers’ associations for their respective members. The com-
mission wrote to 60 publishers’ associations requesting informa-
tion as to what had been done to assist their members in the pur-
chase of newsprint paper. The majority of these associations replied
that they had not done anything along this line. A few replied that
the matter had been discussed at their meetings but that no definite
action had been taken.

The president of the Associated Dailies of Florida, Tampa, Fla.,
replied as follows:

The matter of newsprint paper has been discussed from time to time at the
meetings of the Associated Dailies of Florida, but the organization has never
taken any action of any kind in regard to the purchase of newsprint by its
members, nor has there been any correspondence or negotiations with manu-
facturers or jobbers

Mr. Fred W. Kennedy, manager of the Washington Press Asso-
ciation, Seattle, Wash., wrote:

Washington Press Association has upon numerous occasions discussed the
possibility of cooperative buying of newsprint, but such proposal has never
developed into action.

Mr. Sam S. Haislet, field manager of the Minnesota Editorial
Association, Minneapolis, Minn., stated substantially as follows:

Cooperative buying among the small purchasers has been given a fair trial
and has never proven a success. The savings resulting therefrom are small,
because even though there might be a reduction of $25 or $30 a ton because of
the carloa.d order, it would m~an only a few dollars a year to the small user.
The question of credit has always hampered such movements, bocause the pool-
order_ pl.lrchaser refused to assume the obligation, and that is why the jobbers
remain in t_he picture. They are equ pped to carry the purchaser’s account and
to keep their salesmen continually cleaning up the delinquent accounts.

In an interview with one of the attorneys of the commission, Mr.
H. C. Hotaling, secretary of the National Editorial Association,
St. Paul, Minn., made, in substance, the following statement :

In Minnesota there are 490 weekly and semiweekly issues, and about one-half
of these are members of the National Editorial Association. None of them

engage in cgopera_tive buying of paper. That method has been discussed and
tried at various times, but it has not been successful. There is one place that
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I know of where the small newsprint users are pooling their orders. That is
at Columbia, Mo., and it is operated by the Missouri Press Association at that
place.

Missouri Press Association—The Missouri Press Association is one
of only two publishers’ associations that purchase newsprint for their
members on a cooperative basis. Mr. J. C. Hubbard, of Columbia,
Mo., is the executive secretary of the association and explained the
process of cooperative buying. According to Mr. Hubbard’s state-
ments the association adopted a method of cooperative buying of
newsprint paper in 1922 so that “the small publishers could have
the benefits of a direct contact with the manufacturers rather than
buy through a jobber at a much higher price.” Arrangements were
made with the Dells Paper Co., of Eau Claire, Wis., for the pur-
chase of newsprint paper for the group. Paper has been purchased
from this one company since 1922. Only 50 members of the associa-
tion have taken advantage of the cooperative buying arrangements.
These are located near Kansas City and St. Louis. During the course
of the interview Mr. Hubbard made statements substantially as
follows:

The cooperative purchasing plan is simple in its operation, and therefore
easily explained. It is essential first to establish a central point of distribution
so that a greater number will be served from this central point. In Missouri
I have the cars of paper consigned to the association at Kansas City or St.
Louis. At each of these points I have arranged with warehouse companies to
store the balance of paper left in a car. This is sometimes necessary, because
I have standing orders with the mill to ship four cars a year into Kansas City
and eight cars a year into St. Louis. Should any of the members fail to take
their allotments, then the paper goes into storage until such time as we receive
an order for its shipment. The paper thus stored is then placed for shipment
by the storage companies. The storage companies charge us $5 a month for
the first month for any paper stored. From and after the first month they
charge us so much per bundle. Each of these storage companies charge us
$1.20 a ton for handling the paper from car to depot or from the warehouse to
depot. These companies, of course, haul, store, and ship the paper as ordered
by me.

I have been paying $3.35 f. 0. b. mill for sheets and $3 f. o. b. mill for rolls.
This is the price at Eau Claire, Wis., and the freight from that point to St.
Louis is 2414 cents per hundredweight and 30 cents per hundredweight to Kansas
(ity. These charges are paid by the association, so that the paper costs the
association on board cars at St. Louis $3.595 for sheets and $3.245 for the
rolls. Paper on board cars at Kansas City costs the association $3.65 for
sheets and $3.30 for the rolls. To the f. o. b. price on our Kansas City ship-
ments I add 60 cents per hundredweight to cover the freight from the mill
and also to cover the incidental expenses involved, and this gives us the f. 0. b.
Kansas City price that the member has to pay. The sheets are $3.95 £. 0. b. Kan-
sas City and the rolls are $3.60.

The shipments into St. Louis are figured on the same basis, except that we
add 50 cents to the f. o. b. mill price instead of 60 cents. The purchasers then
pay the less than carload lot freight rate from either Kansas City of St.Louis
to their respective towns. Some publishers now buying paper from the asso-
ciation use about one-half ton every two months, others 1 ton every two
months, and the balance of the members use about 1 ton each month. Regard-
less of the amount purchased by our members, they all pay the same price
for the paper. That is the reason for cooperative buying, to insure as low a
cost to the small user as to the large, and therefore we have but one price for
all purchasers.

The saving to the customer amounts to between 50 and 70 cents per hun-
dredweight. When we use 12 cars each year, and 1 car contains approximately
25 tons, that gives us a total of 300 tons of paper purchased each year. The
saving to the customer is averaged at 60 cents per hundredweight, or $12 on
each ton, so that the 50 customers saved $3,600 in the year 1928, or about $72
each on an average.
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Pennsylvania Newspaper Publishers’ Association—For several
years the Pennsylvania Newspaper Publishers’ Association has had a
contract with the International Paper Co. for the purchase of news-
print paper for its members on a cooperative basis. The current
contract provides for the purchase of 300 tons per year. The pur-
chase price for 1929 was $62 per ton for rolls and $67 per ton for
sheets f. o. b. Lansdale, Pa. On shipments to points outside of
Lansdale 85 cents per hundredweight or $7 per ton is added to the
cost to cover compensation, expense, and less than carload lot freight
from Lansdale to local delivery point. A local truck firm makes
deliveries at the same rate as would be charged by the railroad com-
panies. The farthest point of delivery from Lansdale is 35 miles.
Only 14 members of the association are taking advantage of the co-
operative buying arrangements. Six of these use sheet paper, con-
suming about 48 tons per year. The remainder use rolls. Two of
the members require sufficient quantities to receive carload lots and
get shipments direct from the mill with freight allowed to destination.

Mr. Walter L. Sanborn, of the association’s paper committee in
charge of cooperative buying, stated substantially as follows:

Many competitors of the International Paper Co. have approached me with
propositions about newsprint. I have been treated very well by the Inter-
national Paper Co. and intend to continue purchasing from them.

Cooperative ready-print making—Pursuant to reports that E. L.
MecDonald, of Oregon, Mo., was preparing to organize the small pub-
lishers of northwest Missouri for the purpose of cooperative buying
of newsprint paper, he was requested to furnish information as to
what he had done in this matter. Mr. McDonald replied in part as
follows:

Some time ago the newspapers of northwest Missouri began working on a
plan to organize a stock company to place a printing plant in St. Joseph where
city advertising, ete., would be printed on the inside pages. In other words, it
is a plan by which papers using “ready prints” would change to ‘“all home
print,” but instead of doing it individually they would do it collectively or coop-
eratively. We also expect to buy print in car lots from the mills, if a sufficient
number of publishers wish this service-—this would be for members of the
company who desire to do their own printing. While virtually enough members
have been sgecured to form the organization the preliminary work has not been
completed as yet.

Section 6. Importance of the newsprint item in the cost of publishing a paper.

During the investigation the question arose as to just how impor-
tant the cost of newsprint was to the publisher and what proportion
it bore to the total cost of publishing a newspaper. The commission
received reports from 100 daily and weekly newspapers of varying
circulations. The same questions were answered by each newspaper.
After a few preliminary questions relating to the name, location, size,
circulation, quantity of print paper consumed annually, and price
paid during 1929, each paper was asked to state the delivered in the
pressroom cost of newsprint consumed in a definite period, and the
total cost of publishing the newspaper for the same period. All of
the reports did not necessarily cover the same period. Some of the
periods covered were less than a year and for this reason the news-
print cost divided by the annual consumption of paper would not
reflect the price paid for the paper. No attempt has been made to
verify the figures reported by the publishers nor was there any in-
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quiry made as to the method used to determine the cost figures. The
composite statement presented here was compiled from the reports
as received direct from the publishers. The newspapers were
grouped according to circulation. The table follows:

TABLE 27.—Newsprint cost compared with total cost of publishing paper

1;ounds :
Num-| Total [0fneWs: Annua : Aver-

Groups with cir- | ber daily prler;t sﬁg-. N?i‘:li- Toﬁglli(szﬁft age Ra(lelrge Range of
culation of— fofpa-| circu- | {Fijo PR Linie's igg e N Saed price
pers | lation cireu- | (tons) cent

lation

1. 400,000 and over- 7| 4, 638, 690) 678| 573, 626‘33'38, 282, 793|$103, 911, 953 37| 31-40/$62. 00-$66. 64
11. 200,000-400,000- 7| 1,774,475 724| 234,382| 13,821,303 40,476,043 34| 27-39| 59.80- 63.50
11I. 150,000-200,000- 8 1,415,149 783 202,262| 11, 3:8,300 35, 588, 612 32| 26-40| 60.00- 65.00
1V. 100,000-150,000- 15| 1,736, 824 594 183,237 10,492, 589 37,271,452 28| 24-33| 55.92- 65.00
V. 50,000-100,000- - - 16| 1, 235, 610 542| 122,265 7,826,199 26, 815, 205! 29| 20-3z| 56.00- 68.00
V1. 25,000-50,000- - 14| 508, 990 342| 31,760, 1,871,912 9,080, 068 21| 11-29| 55:50- 66.20
VII. 10,000-25,000- - 13| 229, 447 234 9, 772 605, 130] 3, 541, 309, 17| 13-24| 55. 00~ 66.00

VIII. Less than
10,0005 JSIZL. L0 5 29, 430 274 1, 450 98, 901 701, 284 14| 12-19| 58.00- 77.00

IX. Weekly pa-
pers,! 1,000-50,000- 15/ 130, 160 146 494 35, 029 227,102 15|  6-30] 63.00-110. 00
Rotaliil . L0 100111, 698, 775| L. L 1, 359, 248i 84, 362, 156| 257, 613; 028 33|  6-40{ 55.00-110. 00

1 Includes two small dailies which could not be segregated.

Attention is invited to the fact that this statement shows that the
larger publications’ paper costs are higher in proportion to their
total publishing costs than the smaller papers, and that the percent-
ages of newsprint costs in relation to entire costs shows a relatively
uniform decrease as the circulation decreases. This probably is due
to the fact that costs other than newsprint costs do not decrease in
proportion to newsprint cost decreases. In fact, the average percent-
age decrease in costs other than newsprint, figured for each group
in relation to its next preceding group, is 4014 per cent, while, com-
puted on the same basis, the average decrease in newsprint costs is
52 per cent. Reports from seven large daily papers, each with a
circulation of more than 400,000, show that their newsprint-paper
costs ranged from 31 to 40 per cent of their total costs, with an
average of 37 per cent for the group. The second group (200,000
400,000 circulation) ranged from 27 to 39 per cent, with an average
of 34. The average for each group was lower than the next preced-
ing, except that of Group V, which was one point above Group IV,
and that of Group IX (the weekly papers), which was one point
above Group VIII. The lowest relative cost of newsprint paper
compared to total publishing cost is shown for the small daily papers
having circulations of less than 10,000 per issue. The range in this
group was 12 to 19 per cent, with an average for the group of 14
per cent.

Section 7. Domestic sources of pulp.

The manufacture of newsprint paper constitutes an important
department of the paper and pulp industry, which in turn is one
of the rapidly increasing number of industries which use cellulose
as a base. Cellulose is the skeleton structure of a variety of raw
materials, and is obtained in the form of plant fibers. The rapid

1354—S. Doc. 214—6
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strides that have been made in adapting the so-called waste prod-
ucts to useful ends, therefore, give rise to the belief that eventually
any kind of paper can be made from almost any kind of fibrous
raw material.

Farm waste products—Extensive experiments carried on by Fed-
eral Government agencies have already established the practicability
of pulping such farm wastes as cornstalk, bagasse (sugarcane),
straw, and others, as well as zacaton and many varieties of reeds
and swamp grasses. The utilization of these materials, however,
has been found to be commercially successful in the manufacture of
wall board, known under various trade names as “ Celotex,” “ Upson
Board,” “Maconite,” “Insulite,” etc. These products require no
bleaching ; no elaborate cleaning equipment is necessary, and strength
of the fiber is not so essential as in the production of paper. While
good grades of paper have been made in laboratories from these
materials, the processes have been costly.

Dr. C. E. Curran, senior chemist of the Forest Products Labora-
tory, United States Department of Agriculture, in a recent paper
states that: ‘

Although we admit that paper pulp can be produced from any fibrous raw
material, no source of cellulose that can compete with wood, either from the
standpoint of suitability for most types of pulp or of cost per unit weight has
yet appeared. While it is true that certain of the so-called “ pulpwoods’ are
becoming scarce and high priced because of the prodigal way in which they
have been consumed, it is also true that these species are few in number and
that behind them there is a tremendcus reservoir of other woods, less favored
for the time being, which at present are not utilized extensively for pulp, but
just the same are compact sources of cellulose, needing merely proper technical
handling to give them pulping value. (Southern Lumberman, December 15,
1929, p. 221.)

The determining factor in the selection of raw materials for the
manufacture of newsprint is purely an economic one. It appears,
therefore, that unless some new processes are developed we must look
to the forests for the perpetuation of our newsprint supply.

Forest wastes—The Forest Service of the United States Depart-
ment of Agriculture has made a study of the pulpwood situation (see
Bulletin No. 1241),in which a comparison between the forest resources
of Sweden and those of the United States is made. While the range
of species now considered suitable for pulp in the United States is
only about 55 per cent of the present stand of timber and that of
Sweden is practically 100 per cent, the forest acreage of the United
States, exclusive of Alaska, is approximately eight times that of
Sweden. Furthermore, the average annual growth in Sweden is
only 24 cubic feet per acre, while that estimated for the United States
is 58 cubic feet. (Ibid., p.63.) Nevertheless,besides supplying all of
its own requirements Sweden exports large quantities of newsprint,
pulp, and other forest products, while the United States exports prac-
tically none and imports more than half of its requirements.

Swedish pulp and paper competes in American markets with
domestic and Canadian products, notwithstanding a long ocean haul.
Although lower labor cost is undoubtedly a factor in this, it is com-
monly understood that the real reason 1s the efficiency of Swedish
methods. The Swedish forest industry is supervised and based
strictly upon a succession of forest crops, whereas the United States
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is decreasing its supply by use and loss at a rate which it is claimed
will wipe it out in 45 years. (George G. Wheat, Pulp and Paper
Magazine, January 2, 1930, p. 6.) The following is quoted from the
United States Department of Agriculture Bulletin No. 1241, page 62:

In Sweden * * * most of the large sawmills have box factories, planing
mills, charcoal plants, and finally sulphite and sulphate pulp mills, which operate
partly on logging and sawmill waste and partly on logs which can not be sawed
profitably into lumber. These groups of mills operate under single control, so
that it is possible to divert logs from one product to another as conditions
warrant. It is reported, in fact, that the entire Swedish pulp and paper in-
dustry, one of the most important in the world, operates incidentally to a
forest management designed for saw-timber growing. No wood is cut pri-
marily for the Swedish pulp mills. Thinnings are made to meet the require-
ments of the forests, and this, with poorer logs and sawmill waste, constitutes
the entire supply of raw material for pulp.

Northeastern and North Central States—Since spruce, poplar,
balsam fir, pine, and hemlock, which are best adapted to the pulping
processes commonly used, were found in abundance in Northeastern
and North Central United States and adjacent Canadian territories,
the newsprint industry has localized in these sections. The water
power necessary to the development of the industry was an additional
factor in determining these locations. As the supply of these woods
diminished, the mills followed the retreating forests into Canada,
until at the present time the bulk of newsprint required by publishers
in the United States is furnished by Canada. While a considerable
proportion of the newsprint consumed in the United States is still
produced in New England, New York, and Minnesota mills, much of
1t is manufactured from imported woodpulp and pulpwood. How-
ever, efforts are now being made to reforest the cut-over areas in
these States.

Pacific Northwest.—Extensive newsprint manufacturing operations
have been developed in Washington and Oregon, where there is a
considerable supply of western hemlock and spruce which have also
been found suitable for conversion into mechanical and sulphite pulp
by the processes commonly used. Experiments are now being carried
on in the forest-products laboratory at Madison, Wis., by the United
States Department of Agriculture in cooperation with the Univer-
sity of Wisconsin for the purpose of developing a process which can
be applied to the production of pulp from Douglas fir, of which there
is a vast stand in Washington, Oregon, and northern California. It
is estimated by the Forest Service of the Department of Agriculture
that there now exists a stand of approximately 8,000,000 cords of this
species which will become available for conversion into newsprint
immediately upon the perfection of a suitable process.

Southern States—The estimated timber stand in the Southern
States is in excess of 200,000,000,000 cubic feet, or nearly 30 per cent
of the total stand in the United States, excluding Alaska. (Depart-
ment of Agriculture Statistical Bulletin No. 21, p. 9.) The semi-
chemical process is particularly applicable to southern hardwoods and
gums, and it is claimed that these species can be supplemented by a
large proportion of southern pine to make a satisfactory newsprint

ulp.
With the recent economic development of the South a part of the
pulp and paper industry has already moved into the Southern States,



74 NEWSPRINT PAPER INDUSTRY

and as the industrial development of this region progresses, the news-
print industry will probably follow. It is asserted by one authority
that “reliable information exists that a price of $70 Eer ton for
newsprint would at once make available newsprint from the Southern
States and in very large amounts as rapidly as plants could be built.”
(Geo. G. Wheat in Pulp and Paper Magazine, January 2, 1930, p. 30.)

Alaska—The opportunity which Alaska offers to the newsprint
industry should be of special interest to the publishers. Situated
within 600 miles of Seattle and accessible by means of water trans-
portation facilities through protected inland waterways, and pos-
sessing the necessary natural resources for the newsprint industry,
southeastern Alaska should eventually play an important part in its
development. Within the last few years the Tongass National
Forest has been opened, and the United States Forest Service has
awarded two large pulpwood projects to American manufacturers.
The commercial timber standing on the Tongass National Forest is
estimated at 78,500,000,000 board feet.

Each of these projects provides for the maintenance of a per-
petual supply of timber within a specified area—

* * * qunder the Government’s policy of limiting sales for the regional wood-
using industries to a total cut no larger than can be maintained in perpetuity
by the growth of timber.

The terms of the awards require the building of paper mills which
within a period of 10 years will have capacities approximating the
maximum sustained yield of the areas awarded. This capacity in
each of the two projects is not less than 400 tons and not more than
500 tons of paper daily, and the immediate requirements are mills
of 200 tons daily capacity to be completed before April 1, 1932.

The combined timber allotments of both of these projects represent
about 10,000,000,000 board feet, or less than 15 per cent of the total
resources of the Tongass National Forest, all of which is available
for development under similar arrangements.

The following are among the advantages featured by the Forest
Service in its Sale Prospectus dated January 15, 1927 (in substance) :

1. An abundance of water power “ which can be developed at a
low cost per horsepower.” The Federal Power Commission, in co-
operation with the Forest Service and other Federal agencies, has
made both land and aerial surveys of many water-power sites in
this territory. The characteristic power site as described is featured
by a “high head, short conduit distance, good water storage in a
natural high lake, heavy run-off per square mile due to heavy pre-
cipitation, accessibility of the project to navigable water, and the
opportunity to locate the industrial plant at the power-house site or
within a short transmission distance.” (Sale Prospectus by Forest
Service, January 15, 1927, p. 8.)

2. Cheap logging cost and cheap local transportation. Fully 95
per cent of the timber in this region is of species suitable for news-
print paper, and it is estimated that 75 per cent of all the commercial
timber is within 214 miles of navigable water and below an elevation
of 1,500 feet. Timber can be handled in full tree lengths from the
stump to the mill. After being placed in the water it can be bundled
into simple rafts and towed by small tugs through the protected
waters of this region to the mills.
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3. Assurance of a permanently available supply of timber ; practi-
cally no investment in stumpage; the timber to be paid for in small
installments as it is cut; prices which are fixed for the first 10 years
and which can not be raised thereafter beyond the actual value of
pulpwood stumpage in southeastern Alaska, with full allowance for
the competitive character of the industry; and minimum taxation
rates. The fire risk is low due to heavy precipitation. The industry
is on American soil and the products can go into American markets
without danger of tariffs, embargoes, export duties, etc.

Transportation of paper—The Sale Prospectus issued by the
Forest Service January 15, 1927, states that—

Shipping men are of the opinion that the rates per ton on newsprint in rolls
and for full cargo shipments direct from southeastern Alaska mills would be
about as follows: To Seattle, $4; to San Francisco, $6; to Gulf ports, $12 to $13.

Powell River Co. (ILitd.), having a newsprint mill at Powell River,
80 miles north of Vancouver. British Columbia, sells newsprint to
publishers in Oklahoma at $49.20 per ton f. o. b. mill equal to a
delivered cost to the publisher of about $65 per ton. The Powell
River Co. also sells newsprint to publishers in Texas at $58 per ton
c. 1. f. Houston, indicating a difference of $8.80 per ton to cover ocean
freight. On this basis, and assuming the use of river-barge service
on the Mississippi and its tributaries, Alaskan newsprint mills could
compete with Canadian manufacturers as far up the Mississippi and
tributary rivers as St. Louis, Kansas City, and Cincinnati. In this
connection the Interstate Commerce Commission has furnished a
schedule of rates on newsprint paper from New Orleans to various
points in the Mississippl Valley as follows:

Statement of rates on newsprint paper, carloads, from New Orleans, La., to
various points, routing in connection with the Mississippi-Warrior service
(Federal barge line)’

[Rates in cents per 100 pounds]

On traffic
Po— Domestic | TImport |y o8& via
Canal
& nannetl, Ohlo;. Lo bt oo L e e e Y 124414 13429 12533
A 162 1347
0, Bl i stk e ) s o { sl os l} v
gattle-Roeke, Ark.  oc ot b R e T 210 77
Kansas City, Mo_____ 210 92
Oklahoma City, Okla 210 9114

1 Via barge to Cairo or East St. Louis and rail beyond.

? Minimum weight, 36,000 pounds.

3 Sixth-class rate.

4 Minimum weight, 40,000 pounds.

$§ Applicable on paper, newsprint, containing not less than 60 per cent ground wood (not including news-
fgl&% papel;1 that has passed through further process after its original manufacture),minimum weight,

,000 pounds. .

5 Not applicable to stations on or vla the following roads: Baltimore & Ohio (W. L.); Chesapeake & Ohio;
Chicago & Erie; Cleveland, Cincinnati, Chicago & St. Louis; Grand Trunk (W.); Michigan Central; New
York Central (W.); New York, Chicago & St. Louis (Clover Leaf district); Pere Marquette; Pennsylva-
nia (W. L.); or Wabash.

7 Applicable on traffic imported from insular possessions of United States, Panama Canal Zone, Philip-
pine Islands, Porto Rico, Tutuila (American Samoa), and the Virgin Islands, and all foreign countries
except Europe, Africa, and Canada. ’

8 Applicable only to stations on or via the following roads: Baltimore & Ohio (W. L.); Chesapeake &
Ohio; Chicago & Erie; Cincinnati, Indianapolis & Western; Cleveland, Cincinnati, Chicago & St. Louis;
Grand Trunk (W.); Michigan Central; New York Central (W.); New York, Chicago & St. Louis (except
Clover Leaf district); Pere Marquette; Pennsylvania (W. L.); or Wabash.

¢ Applicable on traffic imported from Europe and Africa.

10 Fifth-class rate.
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From the above, it may be noted that if Alaskan newsprint can
be delivered to New Orleans through the Panama Canal at $58 per
ton, it can be sold in Cincinnati and even in Chicago at $64.60 per
ton. The current delivered price in these two cities is $62. The
increase proposed by the governments of the Provinces of Quebec
and Ontario would establish a price of $67 per ton, giving Alaskan
paper an advantage.

While no estimates of ocean rates from Alaska to the Atlantic
coast ports have been received by the commission, it would seem
that Alaskan newsprint should compete with Eastern United States
and Canadian mills well up the Atlantic coast.



CHAPTER V

COMPETITIVE CONDITIONS IN THE NEWSPRINT
INDUSTRY

Section 1. Methods of selling.

Some Canadian newsprint manufacturers sell paper in the United
States principally through the medium of selling companies. These
companies, usually designated to sell the entire production of the
mills represented, are, with two exceptions, Canadian companies.
Their salesmen enter the United States, solicit business, and repre-
sent themselves as agents of the selling companies. Contracts en-
tered into with publishers in this country are signed by the publishers
and forwarded to Canada where they are approved by the signa-
ture of the selling company’s president. A copy is then returned for
the publisher’s file. All invoices and bills are received from the
selling companies and payments are made direct to them. Railway
waybills and bills of lading for shipments to United States pub-
lishers, state thereon that the selling companies are the shippers.
The manufacturing companies load the paper on board the cars and
it is shipped and sold on an f. o. b. mill basis with full freight allowed
by the seller. The purchaser pays the freight and it is then deducted
from his monthly invoice.

Canadian manufacturing companies and their affiliated selling
companies operating substantially as outlined above are:
Manufacturing companies :

St. Lawrence Paper Mills Co. (Ltd.), Montreal, Quebec.
Beaver Wood Fibre Co. (Ltd.).
Selling company—
St. Lawrence Sales Co.:
Canadian Cement Building, Montreal, Quebec.
Canadian Pacific Building, New York, N. Y.
Manufacturing company :
Price Bros. & Co. (Ltd.), Quebec, Quebec.

Selling company— :
Price Bros. Sales Corporation, 420 Lexington Avenue, New

York, N. Y.

The Abitibi Power & Paper Co. (Ltd.), Iroquois Falls, Ontario,
has a verbal agreement with the George H. Mead Co., an Ohio cor-
poration with offices located at Dayton, Ohio. The Mead Co., pur-
suant to this agreement, sells the Abitibi Power & Paper Co. (Ltd.’s)
paper to the United States publishers on contracts signed by the
publishers and the appropriate officer of the George H. Mead Co.
The contracts, on standard form, state that the paper will be pur-
chased in Canada for the publishers. Salesmen employed by the
Mead Co. travel through the several mid-western and central South-
ern States seeking contract and spot tonnage business.

The Mead Co., after having received orders or having entered invo
contracts with publishers, sends orders to the Abitibi Power & Paper

77
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Co. in Canada setting forth the tonnage to be shipped, to whom,
when, and where. The mill after receiving an order will then load
the paper into railway cars and consign them to the individual
United States customers. The paper is shipped f. o. b. mill with
full freight allowed by the seller. Upon arrival of the cars at the
publisher’s destination, the publisher pays the freight and the Mead
Co. deducts the amount so paid from the customer’s monthly bill.

Waybills and bills of lading traveling with the cars have stamped
thereon : “ Shipped by Abitibi Power & Paper Co. (Ltd.), for account
George H. Mead Co.”

The mill invoices and bills the Mead Co. for each day’s shipment.
The Mead Co. pays the mill semimonthly. All invoices, bills, and
contracts that the publisher receives are sent by the George H. Mead
Co., of Dayton, Ohio. Payments for the paper are made to that com-
pany and all claims for damage or shortage of paper are handled
with the Mead Co. There is apparently no contact whatever be-
tbween the Canadian mill and the purchaser located in the United

States.

The Mead Co. at the present time adds $1.50 a ton to the price
charged it by the Canadian mill. This amount is added to every ton
of paper sold by it. This, according to the executives of the Mead
Co., does not constitute a commission but represents only the differ-
ence between the cost and the Mead Co.’s selling price. They further
state that the Canadian mill does not dictate the price at which the
Mead Co. will sell the paper, but, of course, the Canadian mill does
dictate the price which the Mead Co. will pay it for the paper, and
in this way the Canadian company indirectly controls the Mead
Co.’s selling price. Publishers’ contracts are not signed by any rep-
resentative of the Abitibi Power & Paper Co., and, so far as could be
ascertained, none of its salesmen solicit business in the United States.

The Mead Co. assumes all credit risk with the publishers to whom
it sells. Payment to the Canadian mill for paper shipped pursuant
to the Mead Co.’s orders is made whether or not the Mead Cc. has
received payment from the publishers.

The St. Maurice Valley Co. (Litd.) sends its salesmen into the
United States, and contracts for the paper sales secured by them are
signed by the officers of that company in Canada. Copies of the
signed contracts are then returned to the publishers for their files.
Invoices and bills received by the publishers are sent from the St.
Maurice Valley Paper Co. (Ltd.), and all payments for paper are
made directly to its offices in the Canada Cement Building, Mont-
real, Canada.

Prior to 1929 this company, like most of the other Canadian mills,
‘sold its paper through a sales company known as the St. Maurice
Valley Paper Sales (Ltd.). At that time, all contracts were signed
by the sales company, and publishers generally dealt with it. This,
however, is not the system used to-day, as the name of the sales com-
pany does not appear on any of the contracts, invoices, bills, -or on
the bills of lading applying to shipments of paper from this Cana-
dian mill. Payments for the paper are also made direct to the manu-
facturing company, and, in so far as could be ascertained, the selling
company discontinued its United States operations on January 1,
1929.
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These companies actively compete with the United States mills,
paper jobbers, and commission agencies.

A number of Canadian manufacturers have temporarily taken their
production out of the competitive field by entering into long-term
contracts with publishers to sell their entire output of newsprint or
to supply the entire requirements of the purchaser. The Ontario
Paper Co. sells its entire output to the Chicago Tribune. The Spruce
Falls Power & Paper Co. (Ltd.) sells practically all of its output
to the New York Times. The Newspaper & Magazine Paper Cor-
poration, the purchasing organization for the Hearst papers, has
contracts to purchase the entire output available for shipment to the
United States of the Anglo-Canadian Pulp & Paper Mills (Ltd.),
the Brompton Pulp & Paper Co. (Ltd.), and the Lake St. John
Power & Paper Co. (Litd.). The News Pulp & Paper Co. (Ltd.) is
controlled by and probably sells its output to the Montreal Star.
These manufacturers, with the exception of the News Pulp & Paper
Co., for which no figures are available, produced 313,685 tons during
1928, or about 13.1 per cent of the total newsprint produced in
Canada that year.

Of the 34 domestic companies with newsprint paper mills located
in the United States, 3 also own or control mills located in the
Dominion of Canada. Some of the domestic mills have been elimi-
nated from active competitien with other manufacturers by entering
into long-term contracts to sell their entire annual production. The
Algonquin Paper Corporation has contracted to sell its entire output
of newsprint paper, approximately 30,000 tons per year, for four
years, 1930 to 1933, to the Newspaper & Magazine Paper Corporation
for the Hearst papers. The St. Croix Paper Co. has one contract
which requires it to supply a daily newspaper with its entire re-
quirements of newsprint amounting to approximately 40,000 tons
annually. Nearly all of the remainder of the paper produced by the
St. Croix Paper Co., about 15,000 tons, is sold on contracts through
the H. G. Craig Co., a domestic sales agent which also sells practically
all of the newsprint production of the Cliff Paper Co. The H. G.
Craig Co. sells this paper in competition with other agents and
dealers as well as manufacturers. The Waterway Paper Products
Co., producing a “halftone ” newsprint, somewhat different from
standard newsprint, sells its output to the Chicago Daily News.

The other domestic companies, including the larger manufacturers,
such as the International Paper Co. and Great Northern Paper Co.,
in the East, the Minnesota & Ontario Paper Co., in the Middle
West, and the Crown Zellerbach Corporation, on the west coast,
although differing in detail, have generally like methods of selling.
The larger companies operate branch offices and employ salesmen
who solicit business. Nearly all of the newsprint paper is sold on
contracts, which cover a number of years.

The International Paper Co., like most other domestic producers,
sells on contract direct to publishers and jobbers. It does not,
however, sell through any commission agents. The company main-
tains sales offices in Boston, New York, Pittsburgh, Chicago, and
Atlanta, employing salesmen in each branch. Sales contracts in
effect during 1929 covered periods of from 1 to 15 years. There
were 526 contracts, of which 107 were for 1 year, 12 were 2-year,
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3 were 4-year, 395 were 5-year, 1 was 6-year, 1 was 7-year, 6 were
10-year, and 1 for 15-year periods. Of the one hundred and seven
1-year contracts, 99 were with publishers and only 8 with jobbers.
The 1-year contracts include all of the contracts for less than car-
load shipments and some existing contracts on the old “ continuing-
contract form,” which are renewed from year to year. The bulk of
the tonnage sold by the International Paper Co. is on 5-year con-
tracts. The company had only one 15-year contract. This was to
supply the New York World with approximately 70,000 tons of
newsprint annually, and was obtained in connection with the pur-
chase of a paper mill from the World. The 6-year contract, the
T-year contract, and four of the five 10-year contracts were obtained
by financing newspapers (see p. 94). The company had only 18 con-
tracts with jobbers involving 4,775 tons, or only three-fifths of 1 per
cent of its total contract sales during 1929.

The Great Northern Paper Co.’s method of sale differs from the
International in that it does not sell to jobbers nor to less-than-
carload purchasers. It does, however, sell on contract direct to
publishers who purchase in carload lots. Its general sales office is
in New York City from which five traveling salesmen solicit busi-
ness. Most of the contracts are made for one year; however, it
has been the custom to renew them from year to year by executing
and attaching riders thereto. The company makes the same price
to all publishers in common zones who purchase in carload lots
regardless of the quantity purchased.

The Minnesota & Ontario Paper Co. has long-term contracts with
publishers requiring carload shipments. Most of this company’s
newsprint has been scld on its 10-year “ sales agreement, 1921-193(.”
All of its current contracts will expire December 31, 1930. It has
been stated by representatives of the company that less-than-carload
customers may purchase direct. However, this class of business
has not been solicited. The company did not have any such con-
tracts at the time its records were examined in 1929. It sells to
only one paper jobber, the Butler Paper Corporation, of Chicago,
which resells the paper to publishers at the mill contract price, the
jobber receiving a commission of 3 per cent for making the sales.

The Pacific coast manufacturers, with one exception, have con-
tracts with publishers and jobbers for direct sales. Two of them
have jobbers’ contracts whereby a publication is supplied direct from
the mill, and the jobber, having procured the business, receives a
commission from the manufacturer. In this situation the jobber
acts directly as a commission agent. It was estimated by the presi-
dent of the Crown Willamette Paper Co. that the company sold
99 per cent of its newsprint to publishers and jobbers on contracts.
Prior to 1929 the company sold to a number of jobbers including
Blake, Moffitt & Towne. Through the efforts of the California
Newspaper Publishers’ Association during 1929 the Crown Willam-
ette Paper Co. agreed to sell its paper, under certain conditions,
direct to the publishers, thereby eliminating the jobber. This com-
pany, as well as the Washington Pulp & Paper Co. and the Pacific
Mills (Ltd.), all subsidiaries of the Crown Zellerbach Corporation,
sells its newsprint paper through the Zellerbach Paper Co., another
subsidiary.
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The smaller manufacturers follow the same method of soliciting
business from publishers and make contracts wherever possible.

Section 2. Leaders in making prices.

Leaders in the making of newsprint prices, especially in a declin-
ing market such as has existed since 1923, are the International
Paper Co.; the Abitibi Power & Paper Co. (Ltd.), represented in
the United States by the George H. Mead Co.; and other large
Canadian manufacturers represented by the Canadian Export Co.
(Ltd.). These companies sell in every State east of the Mississippi
River, and the International Paper Co. sells also in some of the
Southwestern States. Some of the smaller companies selling west
of the Mississippi River base their prices on the contract prices of the
Minnesota & (gntario Paper Co., which in turn follows the eastern
companies. Prices in the Northwestern States and along the western
coast are determined by the quotations of the Crown Zellerbach
Corporation and Powell River Co. (Ltd.), of British Columbia.

The International Paper Co. really makes the market price of
newsprint paper for the entire United States except the Pacific
coast. It has generally taken the lead in announcing prices. Few
instances were found during this investigation of any other manu-
facturer in the United States announcing a general change in prices
prior to the date on which the International made its announcement.

In some isolated cases small manufacturers have made contracts
to sell newsprint at prices below the standard set by the Inter-
national, but their production was not great enough to influence the
market price.

In an interview with one of the commission’s attorneys, the sales

manager of the Great Northern Paper Co. stated that its prices were
the same as those made by the International Paper Co., and added,
in substance: -
#* * * other manufacturers could not ask a higher price and would not
accept a lower price than the International made. If they asked a higher price
they ran the risk of losing their customers. If they accept a lower price they
invite further reductions by the International.

The Minnesota & Ontario Paper Co., for many years considered a
leader in the Middle West territory, while disclaiming any agreement
or understanding with any other company, admits following the
prices set by others. Mr. E. W. Backus, president of the company,
made a statement to one of the commission’s attorneys substantially
as follows: ,

The contracts are uniform and each has stipulation regarding the market
price. The contract price is subject to change each year and to determine
that price we take the average of the International Paper Co., George H. Mead,
and Canadian Export Paper Co.’s prices. Each Minnesota & Ontario contract
contains such a clause, so that we have nothing to do with the establishing
of market prices.

Many of the United States mills sell paper to publishers on con-
tracts which state that the prices for each year shall be determined
by averaging the price of the International Paper Co. and two other
large companies, usually the George H. Mead Co., the Canadian
Export Co. (Ltd.), or the St. Maurice Valley Paper Corporation.
Other mills base their yearly price on that of the International Paper
Co. only. This method of contracting is so widespread among the
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United States mills that it indicates the leadership of the Inter-
national Paper Co. in the creation of market prices.

The Gilman Paper Co. specified in contracts with two of its pub-
lisher customers, effective 1929 to 1933, inclusive, that—

Price to be the same as charged by the International Paper Co. to its regular
contract customers during the same period.

The same manufacturer has a contract with another publisher in
which it is provided that—

(b) For 1930 _and each subsequent year the price shall be the same as charged
by the International Paper Co. and the St. Maurice Valley Paper Co. to their
regular contract publishers in New York City during the period covered by this
contract.

The Itasca Paper Co., now the Blandin Paper Co., has a number
of newsprint contracts with publishers which contain the following
price provision:

Price: The price, f. 0. b. cars at mill, on gross weight of rolls, including paper
and wrappers, but excluding cores, shall be the average eastern price, deter-
mined for each year by ascertaining the announced standard contract price to
publishers in the United States for newsprint paper sold under regular cus-
tomer’s contract, effective in January of the year in question, of each of the
following: International Paper Co.; the G. H. Mead Co., for paper from the
Sault Ste. Marie mill of the Spanish River Pulp & Paper Co. (Ltd.)—in the
event the G. H. Mead Co. fails to sell paper in the United States from said mill
then the Spanish River Pulp & Paper Co. (Lid.) for paper therefrom; and
the Minnesota & Ontario Paper Co., for paper from the International Falls
Mill; and taking the average thereof by adding such three prices together and
dividing the sum thereof by three.

The above and similar provisions are found in many contracts
hetween the manufacturers and publishers. The events connected
with the making of the market price of newsprint during the last
half of 1928 and the year 1929 leaves no doubt that the International
Paper Co. sets the standard. '

The first manufacturer to announce a reduction in price effective on
July 1, 1928, was the International Paper Co., and this reduction was
met in various ways by competing United States mills. In the fall
of 1928, after the International Paper Co. announced that as a
result of its contract with the Hearst papers there would be a fur-
ther reduction in price, all mills in Canada and the United States
assumed an attitude of watchful waiting for information as to what
the new prices would be. They were continually requested by pub-
lishers to quote their 1929 prices, but they usually replied that they
would not do so until the International Paper Co. had made its
decision. The Great Northern Paper Co. wrote one of its cus-
tomers on November 7, 1928, in answer to one of these price inquiries,
as follows:

Thank you for your letter of November 3, marked for the attention of Mr.
Marshall, advising me that you have had, over the long-distance telephone,
quotation from the International Paper Co. of a $3.25 delivered price on new
bu’i’lliliesssi.s the only information we have of a definite nature to-day regarding
new prices which the International Paper Co. are making. We are striving
to get some further information as to what they are quoting in different parts
of the country, and just as soon as we are in possession of full facts as to what

they propose to offer as their market price for next year, you, as well as our
other customers will hear something from the Great Northern Paper Co.
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The Pejepscot Paper Co., in a letter to one of its publisher cus-
tomers on December 15, 1928, said:

We are being asked by some of our customers whether we are prepared now
to adjust these contracts as to price for next year. I had hoped long before
now to definitely advise you on this point, but until the Canadian conferences
have resulted in final agreement, it would seem premature.

The Minnesota & Ontario Paper Co., whose prices were based
on the prices of other companies, wrote to one of its customers on
January 22, 1929, in regard to newsprint prices, in part:

As we advised on the 2d, we have not yet been advised by our basic com-
panies what the price for this year will be, and until that time we are merely
billing at $60 to keep our records up to date. What the situation regarding
treight rates will be we can not say, but just as soon as we have definite
information regarding this entire matter we will advise you.

The above quotations are given to emphasize the fact that all
other manufacturers delayed announcing their prices until the In-
ternational Paper Co. had determined and announced its prices.
The result was that publishers were receiving their paper through-
out January and February of 1929 with no definite knowledge of
what the price would be.

Finally, when the International Paper Co. and Canadian manu-
facturers did announce, about March 1, their prices for 1929 the
other United States mills immediately announced reductions meet-
ing the new prices, retroactive to January 1.

The Great Northern Paper Co. sent the following-quoted an-
nouncement to its contract customers on March 6, 1929:

At a meeting of the board of directors of our company held to-day the
matter of adjustment of paper prices for the year 1929 was thoroughly dis-
cussed, and the writer has been authorized to advise you that just as soon
as riders can be prepared covering a reduction in the cost of paper to you
under your 1929 contract with us they will be forwarded to you for signature.

A few days thereafter, March 13, 1929, the Minnesota & Ontario
Paper Co. also notified its customers that the price would be reduced
and that announcement is here quoted :

We are now in receipt of the 1929 price on newsprint paper, as fixed by the
basic companies under our contract, and we herewith inclose rider covering
same to be executed by you in duplicate and returned to us for our signature.

This price is effective as of January 1, and when the riders are executed
by you and received by us we will adjust our billing for January, February,
and March accordingly.

The concerted action by the Canadian mills affiliated with the
Canadian Newsprint Co. (Ltd.), beginning in 1927, in respect to
prices and tonnage, eliminated any possible competitive prices in so
far as those mills were concerneo}l,. Likewise, their present affilia-
tion with the Newsprint Institute of Canada involves a concerted
price policy. The George H. Mead Co. and Canadian Export Co.
(Ltd.), during 1927 and 1928, were the exclusive United States sell-
ing companies for the Canadian Newsprint Co. (Ltd.), which con-
trolled the tonnage of several large Canadian mills. It is readily
seen why the George H. Mead Co. has been continually named in
contracts by the United States mills as a basic company for price
changes.

The Zellerbach Corporation, of San Francisco, Calif., operated as
a holding company of capital stocks of various subsidiary companies
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engaged generally in the paper industry. It exists to-day as a hold-
ing company under the name of Crown Zellerbach Corporation.

The Crown Zellerbach Corporation, of San Francisco, Calif., for-
merly known as the Zellerbach Corporation, on September 2, 1928,
acquired, by stock acquisition, control of the Crown Willamette
Paper Co. of San Francisco. At the present time the Crown Zeller-
bach Corporation owns practically all of the outstanding common
stock of the Crown Willamette Paper Co. Prior to the acquisition
the Zellerbach Corporation, through its subsidiary, the Washington
Pulp & Paper Co., was a potential but not an actual competitor of
the Crown Willamette Paper Co. in the Pacific coast (California,
Oregon, Washington) newsprint business.

The Zellerbach Corporation controlled either directly or through
subsidiaries the Washington Pulp & Paper Co., owning a 270-ton
daily capacity newsprint mill at Port Angeles, Wash., and 50,905
acres of Washington timberland, or 2,150,000,000 feet of timber.
The entire annual newsprint production of this mill, with the ex-
ception.of 25,000 tons sold directly to the Los Angeles Times, was
sold by the Zellerbach Corporation to the Crown Willamette Paper
Co. under a contract dated May 8, 1925, and in force at the time of
the stock acquisition.

The Crown Willamette Paper Co. owned prior to the acquisition,
newsprint mills at Camas, Wash., and West Linn, Oreg., with a com-
bined rated daily capacity of 650 tons. It also owned 92 per cent of
the common stock of the Pacific Mills (Ltd.), a Canadian newsprint
company having a 270-ton daily capacity mill at Ocean Falls, British
Columbia. The combined newsprint production of the mills now
controlled by Crown Zellerbach Corporation was 272,831 tons in 1928,
or 15 per cent of the production in the United States and 80.3 per
cent of the production in California, Oregon, and Washington. Of
the 229,455 tons of newsprint paper reported as being sold on con-
tract in the three Pacific Coast States in 1929, Crown Zellerbach
Corporation sold 91.1 per cent. The balance, 8.9 per cent, was sold
by Inland Empire Paper Co., Hawley Pulp & Paper Co., and the
Columbia River and Tumwater mills.

The three west coast States consume approximately 320,000 tons
of newsprint each year, of which the Crown Zellerbach Corpora-
tion supplied in 1929 approximately 229,109 tons, or 72 per cent. Its
sales outside of these three States amounted to 43,722 tons, or 16
per cent of its entire sales, while the outside sales of the Pacific
coast independent. companies amounted to 45.6 per cent of their sales.
The Pacific coast independent companies and their 1928 productions
are shown below :

Tons
Inland Empire Paper Co., Millwood, Wash__ . ______________ 32, 157
Hawley Pulp & Paper Co., Oregon City, Oreg___ M et 584,472
Columbia River Paper Mills, Vancouver, Wash_ 1, 668
Tumwater Paper Mills, Tumwater, Wash 341

A possible but not an actual competitor of Crown Zellerbach Corpo-
ration for Pacific coast newsprint business is Powell River Co. (Ltd.),
producing 150,000 tons annually at Powell River, British Columbia.
Sixty per cent, or 90,000 tons of its production is sold in the United
States through the Geo. F. Steele Co., of New York City. This
tonnage, however, does not go to California, Oregon, or Washington,
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but is sold to about 40 publishers in Texas, Louisiana, Oklahoma,
Colorado, Nebraska, New Mexico, Arkansas, and Kansas. In fact,
the Geo. F. Steele Co. represents the Powell River Co. (Ltd.), in all
States except the three on the Pacific coast, and as there is no other
United States representative, the paper is not sold in competition
with that of Crown Zellerbach Corporation. The Pacific coast terri-
tory is also somewhat closer to the Powell River Co.’s mill than that
to which the company’s paper is now being shipped.

At the present time the Crown Zellerbach Corporation controls
timberlands in the United States having 6,500,000,000 feet of timber
thereon. It has timber licenses or fee ownership of 3,500,000,000
feet of Canadian timber. Its products other than newsprint are
sulphite and kraft wrapping paper, tissue, bags, fruit wrappers,
containers, and waxed papers.

Section 3. Organization of Canadian newsprint manufacturers.

The leading newsprint manufacturers of Canada east of the Rocky
Mountains, with the exception of the Canadian International Paper
Co., have made several attempts to cooperate in marketing their
product in the United States. The alleged purpose of the various
attempts is to stabilize the newsprint industry in Canada.

Canadian Newsprint Co. (Ltd.).—In May, 1927, several Canadian
newsprint manufacturing companies having mills located in eastern
and central Canada formed the Canadian Newsprint Co. (Ltd.), a
Quebec corporation, with offices in Montreal. Its common stock was
owned exclusively by the constituent companies.

In attempting to achieve the purpose of the organization all news-
print produced by the members was purchased by the Canadian
Newsprint Co. (Ltd.) and resold to subsidiary companies which in
turn sold it to publishers in the United States or exported it to other
countries. Publishers in the United States were prevented from
purchasing direct from the member mills. Their paper orders and
contracts had to follow the established channels, and their only con-
tacts were had with either of the two subsidiaries. These were the
George H. Mead Co. and Canadian Export Paper Co. (Ltd.) Paper
orders received in this manner were pooled and the tonnage allocated
to the member companies on a rated daily capacity basis.

Later in the summer of 1927 representatives of the Canadian
Newsprint Co. (Ltd.), desiring to have their mills operate as near
capacity as possible, negotiated with representatives of the News-
paper & Magazine Paper Corporation (purchasing organization for
the Hearst papers) for the sale of 250,000 tons of newsprint paper
annually for 10 years beginning with 1928. These negotiations
resulted in the writing of a tentative agreement which contained
prices lower than the then existing market price in eastern United
States. Actual deliveries were made pursuant to the terms of this
tentative agreement during the first four months of 1928, but on
April 21 of that year the Hearst representatives were notified that
the Canadian Newsprint Co. (Ltd.) would not execute the contract
and would discontinue delivering paper at those prices. This action
resulted in some dissatisfaction among the member companies, with
the result that two of them, the Anglo-Canadian Pulp & Paper Mills
(Ltd.) and Brompton Pulp & Paper Co. (Ltd.), signed individual
contracts with the Hearst organization at prices substantially the
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same as had been tentatively agreed to by the Canadian Newsprint
Co. (Ltd.). These two companies, on June 1, 1928, withdrew from
the Canadian newsprint organization. The making of the two
Hearst contracts at prices lower than the general market prices and
the general disruption of the Canadian Newsprint Co. brought a
general price reduction on July 1, 1928. These factors also resulted
in the subsequent dissolution of the Canadian Newsprint Co. in Sep-
tember, 1928.

On May 29, 1928, a few weeks after the failure of negotiations
between the Canadian Newsprint Co. and the Hearst organization,
the International Paper Co. announced to its customers that begin-
ning January 1, 1929, newsprint would be sold at $3.10 per hundred-
weight ($62 per ton), f. o. b. mill, which was $3 per ton less than
the existing market price. In addition, the International Paper
Co. announced that it would, in 1929, absorb an additional dollar
in freight rates. This established a reduction of $4 a ton from the
consumers’ delivered prices. As an inducement to have its 1929
contracts signed before July, 1928, the company offered a discount
of $3 per ton on the tonnage shipped during the first half of 1929.
The discount, however, was to be credited on the customers’ in-
voices for the last six months of 1928 provided the 1929 contracts
were then signed. This was virtually a $3 per ton reduction on
July 1, 1928, as practically all of the International Paper Co.’s
customers took advantage of the offer. Other mills met this action
in different ways, so that we find a general market price reduction
on July 1, 1928.

Newsprint Institute of Canada—Following the dissolution of the
Canadian Newsprint Co. (Ltd.), and the announcement by the In-
ternational Paper Co. of its 1929 prices on May 29, 1928, the Can-
adian manufacturers acting independently gave some promise of
real competition. However, the new low price fixed for newspring
paper for 1929 by the International-Hearst contract (see p. 89)
brought on the intervention of the governments of the Provinces of
Quebec and Ontario. Through the efforts of the Prime Ministers
of these two Provinces the Newsprint Institute of Canada was or-
ganized in November, 1928.

It is understood that the leading Canadian newsprint manufac-
turers, with the exception of Canadian International Paper Co., the
Spruce Falls Power & Paper Co. (Ltd.), and the Pacific coast com-
panies, are members of the institute.

As the membership is made up entirely of foreign corporations
and as the institute is also foreign, the commission has not secured
complete information on the organization and activities of the in-
stitute. It has been referred to in the following way :

The organization was formed by a small group of manufacturers who are
operating merely under a so-called “ gentlemen’s agreement.”

The only official information which the commission has concern-
ing the institute is a letter from its general counsel, George H.
Montgomery, K. C., of Montreal, Canada, who wrote the commis-
sion on October 23, 1929, in response to its request for information
in part as follows:

‘While the last thing which I would wish would be to appear to be lacking

in courtesy to your commission, you will undoubtedly appreciate that as this
matter has been specially delegated to Mr. Henry A. Wise, who I understand.
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has been in conference with you for some time past, it would seem preferable
that all communications should pass through him. However, without inter-
fering with his functions I think that I may correct a possible misapprehen-
sion with respect to the formation of what is known, for lack of a better
name, as the Newsprint Institute of Canada.

Last autumn the premiers of the Provinces of Ontario and Quebec became
seriously concerned over the turn of affairs in the newsprint industry, which
was in a highly demoralized condition. It had been considerably overdeveloped
with the result that in the competition for business contracts were being en-
tered into at prices which afforded no possibility of profit and a price war was
actively threatened which seemed likely to spell ruin to a number of the exist-
ing mills. Whole communities were being thrown out of employment, as the
result of closing down of certain of the higher-cost mills, and as in many in-
stances these communities were not supported by any other industry it is un-
necessary to dwell upon the distress which seemed impending during the
forthcoming winter. The complaints were so serious and conditions such that
the governments could not ignore them and they felt obliged to give notice
to the several companies operating mills in their respective Provinces that
unless immediate steps were taken by the newsprint companies to regulate
their affairs the government would take the matter in hand themselves. The
greater part of the wood from which newsprint is manufactured is the prop-
erty of the Crown and the Premiers intimated in no uncertain terms that they
did not propose to allow their forests to be made use of in a manner so
prejudicial to the public interest.

The manufacturers were accordingly called together and were addressed by
the premiers who informed them that they would have to make some provision
for the distribution of the available tonnage on an equal basis so as to afford
some measure of employment to all the mill communities as well as to those
engaged in the cutting operations incidental to them. The available business
was at the time very unevenly distributed so that the premier’s mandate in-
volved the necessity of the mills which were long in business giving up a portion
of it to those who were short in order to put them on an equal footing, and this
without compensation. As you can readily imagine this proposal met with
great resistance and was naturally only acceded to by the longs under govern-
mental pressure. '

The distribution of the business necessarily involved provisions for adjust-
ments so that each mill would receive the same mill net for the tonnage manu-
factured. A short set of rules was prepared for the conduct of the industry
during this period of stress, giving effect to the mandates of the premiers,
which rules were approved by them and agreed to, the premiers themselves
undertaking to act as arbitrators in the event of any dispute arising. A
secretary was appointed to look after the necessary adjustments and this con-
stitutes the so-called Newsprint Institute of Canada. It is not incorporated and
might be termed at the most an involuntary association. No agreements of
any kind were made between the manufacturers and the institute so that I
am unable to furnish you with copies. As regards the rules above referred to,
I would not feel free to furnish them without first communicating with the
Premiers. I am suré that the manufacturers, or many of them, look forward
to the time when these distress conditions will be over and they will be free to
conduct their respective businesses in the normal way.

Mr. A. R. Graustein, president of the International Paper Co., who
‘saw a copy of an instrument which he assumed was the basis of the
Newsprint Institute of Canada and which he was requested to sign,
answered the following questions at an informal hearing of the
commission :

Q. During your discussion you referred to an agreement or an arrangement
that you were asked to sign?—A. Yes.

A Qi That is, that the Canadian International Paper Co. was asked to sign?—

. Yes.

Q. Have you a copy in your files of that?—A. No.

Q. Do you remember its terms generally?—A. Not in detail, no; but it was,
in general, an agreement for cooperation and common action. It is very hard
for me to recollect the exact terms, but its substance would have deprived us
of liberty of action in regard to the conduct of our manufacturing and selling.

1354—S. Doc, 214——7
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. I see. Did the agreement contemplate curtailment of production by the
Canadian mills?—A. It contemplated a ratable division among the subscribing
mills of the available business.

Q. In other words, the taking of the orders of all mills and distributing
them to the mills on the basis of capacity, or what?—A. Substantially that,
yes. I can not say it was as definite as that, but that certainly was the
general idea expressed in the instrument.

Mr. Henry A. Wise, the New York attorney representing the
Newsprint Institute of Canada for this investigation, stated that he
had nothing to do with the organization of the institute. He under-
stood, however, that there was a contract which practically all of
the Canadian newsprint manufacturers signed giving control of
production and sales of newsprint paper to the institute. Mr. Wise
stated further that he understood that under this contract the News-
print Institute of Canada has the power to limit production and
allocate orders, which is done on the basis of rated daily capacity
of the mills.

Section 4. The Hearst-International Paper Co. coniract.

The International Paper Co. and other newsprint manufacturers
having entered into contracts for 1929, at the market prices an-
nounced in May, 1928, were notified on October 10, 1928, that bids
would be received by the Newspaper & Magazine Paper Corpora-
tion, purchasing organization for the Hearst papers, for 140,000
tons of print paper to be supplied annually for five years beginning
with 1929. The International Paper Co. being the successful bidder
signed a 5-year contract on October 29, 1928. By the terms of this
written contract, the purchaser was to pay, during 1929, $57 a ton
{. 0. b. mill, freight allowed by the seller to the purchaser’s destina-
tion for paper delivered to New York, Boston. Baltimore, Wash-
ington, Detroit, Milwaukee, Pittsburgh, and Chicago. The price
stated therein for Omaha and Kansas City was $58 a ton, Atlanta
$60. and San Antonio $65.50.

The International Paper Co., indicating no deviation from its
policy of uniform standard prices, sent the following quoted tele-
gram to its customers on October 30, 1928:

We closed yesterday a contract for a substantial tonnage of newsprint for
the Hearst papers for several years at prices less than our present contract
prices for next year. This transaction involves no deviation from our practice
of announcing standard prices and as soon as the necessary details can be
completed we will offer substantial price reductions to all of our customers,
including those who have already signed their contracts for next year.

While not divulging, at that time, the actual Hearst contract prices,
the International Paper Co. did announce that all of its customers
would receive the benefit of those reduced prices. This indicated
that the International Paper Co.’s general market prices were to
conform to the Hearst contract prices. It soon became apparent
that the Canadian manufacturers and the prime ministers of Quebec
and Ontario, Canada, were not in accord with the Hearst-Interna-
tional contract prices. Many conferences, called by the prime minis-
ters, were held both in New York and Montreal at which threats of
disciplinary actions were made to coerce the International Paper
Co. and the Hearst Organization into agreeing to an advance in the
contract price of newsprint paper. On December 10, 1928, Prime
Minister Taschereau, of the Province of Quebec, Canada, was in con-
ference with representatives of the International Paper Co. and the
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Hearst organization in New York City. Asked to relate the subject
matter of that conference, Mr. David Town of the Hearst organiza-
tion said:

Mr. Taschereau said, “ You have a contract at a price that means so much in
its effect upon the industry. We want to talk with you with the idea of getting
you to revise that price. * * * ‘Well, we are not satisfied and something has
got to be done about it. * * * So far as you are concerned we would take
no action, but we are going to make it very, very difficult for the International
Paper Co. to fulfill that contract. * * * You know we can change the timber
dues over night, and we might impose a very heavy timber tax upon all the
mills and then rebate it to those mills which live up to their obligations to the
Canadian Newsprint Institute.”

The prime minister and Canadian manufacturers were determined
to have the International-Hearst contract prices increased if the gen-
eral market prices were to conform thereto as had been announced
by the International Paper Co: If that contract price was to have
no relation to the general market prices they could be raised without
regard to that contract. ]

These various conferences culminated with a solution apparently
satisfactory to all parties involved. On February 26, 1929, the two
Hearst contracts that had been made in 1928 with the Anglo-
Canadian Pulp & Paper Mills (Ltd.), and Brompton Pulp & Paper
Co. (Ltd.), were revised and the prices stated therein reduced while,
at the same time, a new International-Hearst contract was signed
which increased the original contract prices approximately $5 a ton.
The averaging of the three Hearst contracts achieved the desire of
preventing the contemplated lower market prices. The prices stated
in the new and now existing International-Hearst contract are:

Boston, Albany, Rochester, and Syracuse - $61.50
New York, Baltimore, Washington, Detroit, Chicago, and Pittsburgh____ 62.00
Milwaukee 61. 00
Omaha and Kansas City. 63. 00
Atlanta 65. 00
San Antonio 67.70

These prices are not actually written into the contract, but it is
therein stated that the paper is sold at $65 per ton f. o. b. mill, with
the seller paying all freight to destination. There are clauses which
add to or deduct from this price amounts sufficient to arrive at the
various prices set forth above. The contract by its terms requires
the seller to supply 140,000 tons of newsprint for each year during
the period 1929 to 1933.

The agreement by which the revised contract between the Inter-
national Paper Co. and the Hearst organization was signed on Feb-
ruary 26, 1929, increasing the original price of newsprint by $5 per
ton, fixed the standard contract prices to other publishers for 1929.
Long before the date (November 30) named, in its standard con-
tracts with publishers, on which the International Paper Co. agreed
to announce its 1930 prices, the Premiers of the Provinces of Quebec
and Ontario began their efforts to have the contract prices further
increased by an additional $5 per ton for 1930. The same coercive
methods that were used to force the $5 per ton increase in 1929 prices
were again employed.

On November 12, 1929, Mr. Graustein, “ in response to a summons
from Mr. Taschereau,” met with Prime Minister Ferguson, of the
Province of Ontario, and Prime Minister Taschereau, of Quebec, at
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the Windsor Hotel in Montreal, Canada, at which the premiers “in-
sisted ” that the International Paper Co. increase its prices on news-
print paper for 1930 by $5 per ton. (See p. 46.) Discussing the
Hearst contract in its relation to the 1930 prices the following ques-
tion put to Mr. Graustein and his answer 1s significant:

Q. Does your contract with Hearst prevent you from making this advance

without Hearst’s agreement?—A. We can not increase the price to Hearst with-
out Hearst’s consent.

Section 5. Ownership of newsprint paper mills by publishers.

A few of the newspaper publishers of the United States are inter-
ested in newsprint paper mills either by ownership of a controlling
or a substantial interest in manufacturing companies.

New Y ork Times—The New York Times, controlled by Adolph S.
Ochs, had purchased substantially all of its newsprint paper re-
quirements for 10 years prior to January 1, 1929, under contract from
the Canadian Export Co. at thg  prevailing market price.” To use
M. Ochs’s own language in a letter to the commission dated June 11,
1929 :

Since January, 1, 1929, the entire newsprint paper supply of the New York
Times Co., approximately 100,000 tons a year, is under contract with the Spruce
Falls Power & Paper Co., of which, as I have said, the New York Times is
practically half owner, the contract price being the prevailing market price.

The controlling interest, or about 51 per cent of the capital stock
of the Spruce Falls Power & Paper Co., with a newsprint paper mill
at Kapuskasing, Ontario, is owned by the Kimberly Clark Co., of
Neenah, Wis. The New York Times owns about 49 per cent of the
Spruce Falls stock.

The Chicago Tribune—~The Tribune Co. owns and publishes the
Chicago Tribune. The company also owns all of the capital stock
of the News Syndicate Co. (Inc.), publishers of the New York Daily
and Sunday News. These two papers, however, are published by
separate corporations and purchase their newsprint from separate
companies. The Tribune Co. owns capital stock in paper-manufac-
turing companies as indicated in the following excerpt from a letter
from the business manager of the Chicago Tribune to the commission
dated June 17, 1929:

The Tribune Co. owns all of the stock of the Ontario Paper Co. (Ltd.), lo-
cated at Thorold, Ontario, and this company furnishes its entire annual output
of newsprint to the Chicago Tribune. * * *

The Tribune Co. also owns all of the stock of the Tonawanda Paper Co.
(Inec.), of North Tonawanda, N. Y. This company supplies its entire output of
rotogravure newsprint to the Chicago Tribune, and also supplies magazine
paper to Liberty Weekly, a subsidiary of the Tribune Co.

The Chicago Tribune owns stock in the Watab Paper Co., of Sartell, Minn.
This stock was acquired during the period of the war, but the Tribune Co.
has not purchased any newsprint from the Watab Paper Co. since approxi-
mately 1919.

The Ontario Paper Co. produces about 100,000 tons of newsprint
paper per year. Prior to 1929 the Tribune purchased the remainder
of its newsprint requirements (about 30,000 tons per year) from the
Canadian Newsprint Co. (Ltd.).

The Minneapolis Tribune—The Minnesota Tribune Co., which
owns and publishes the Minneapolis Tribune, also owns the entire
capital stock of the Manistique Pulp & Paper Co., with a mill at
Manistique, Mich., which supplies all of the newsprint paper require-
ments of the Tribune. The ownership of this mill is described by
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Mzr. John C. Benson, of Minneapolis, in a letter, dated June 13, 1929,
to the commission, reading in part as follows:

The Manistique Pulp & Paper Co. is owned entirely by the Minnesota
Tribune Co., and was created and organized primarily to furnish that com-
pany’s newspaper, the Minneapolis Tribune, with its newsprint. About two-
thirds of its product is used by the Minneapolis Tribune; the rests is sold
on the market. Its gross production in 1928 was only twenty-two thousand
and odd tons.

S8t. Paul Dispatch—The Dispatch Printing Co., owner and pub-
lisher of the St. Paul Dispatch and the St. Paul Pioneer Press,
purchased all of the capital stock of the Itasca Paper Co. in August,
1916. The difficulty experienced at that time in obtaining news-
print paper led to this purchase. The Dispatch Printing Co. held
this stock and purchased its entire requirements of newsprint paper
from the Itasca Paper Co. until August, 1927, when control of the
newspapers was sold to Ridder Bros. and Leo E. Owens, and the
holdings in the Itasca Paper Co. were divested. The contract for the
sale of the newspapers provided for a 15-year contract for the pur-
chase of newsprint by the new owners of the papers from this Itasca
Paper Co. in the following language:

6. Second parties agree that such corporation will for itself, and its successors
and assigns, enter into a contract with the Itasca Paper Co. obligating said
corporation, its successors and assigns, to purchase from the Itasca Paper Co.
the full newsprint requirements for the newspapers St. Paul Dispatch and
St. Paul Pioneer Press and St. Paul Sunday Dispatch-Pioneer Press up to the
capacity of the mill or mills of the Itasca Paper Co. for 15 years from date
of closing. As of January 1 each year during said 15-year period a contract
will be made for the ensuing year, price to be the current market price, and
the form of said contract to be the standard form used by the Minnesota &
Ontario Paper Co.

The Dispatch-Pioneer Press Co. is now the owner and publisher
of the above-named papers, and the Blandin Paper Co. has suc-
ceeded the Itasca Paper Co. The only financial connection between
the two companies now is the holding of some of the second pre-
ferred stock of the Dispatch-Pioneer Press Co. by the Blandin De-
velopment Co., which is controlled by Charles K. Blandin, who also
controls the Blandin Paper Co. The second preferred stock, how-
ever, has no voting power except in the event of a default in the
payment of dividends.

Section 6. Financial interest in newspapers by newsprint manufacturers.

During this investigation an effort was made to find what, if any,
financial interest each of the newsprint paper manufacturers of the
United States had in newspapers. Evidence was found of only a
few manufacturers who had such interest.

The Gilman Paper Co.—The records show that in June, 1929, the
Gilman Paper Co. owned 1,335 shares of preferred stock and 1,780
shares of the common stock of the Philadelphia Record Co., owner
and publisher of the Philadelphia Record. The total outstanding
capital stock of the Philadelphia Record Co. consists of 17,500 shares
of preferred stock, par value $100, and 52,500 shares of no-par
common. The Courier-Post Co., of Camden, N. J., which is con-
trolled by J. David Stern, owns 3,505 shares of preferred stock and
40,627 shares of the common stock of the Philadelphia Record Co.
The Gilman Paper Co. purchased the stock in the Philadelphia
Record Co. in July, 1928. It has a contract to sell the Record its
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entire requirements of newsprint paper—about 12,000 tons per
year—for five years, beginning January 1, 1929. The contract price
1s stated in the following language:

During the life of this contract the f. 0. b. m'll price ‘nstead of the delivery
price is agrecd to, as the principle that shall prevail; and that when the
International Paper Co., or the Great Northern Paper Co., or the J. R. Booth
mills, or their agents, announce their new contract prices during this period
to the r regular contract publishers, the seller agrees w thin 60 days to meet
such lowest contrict price for such period in the zone which includes northern
Vermont with an f. o. b. mill price $6.50 per ton below such lowest zone
delivered price, and the buyer agrees to pay such adjusted price for such period
as specified by any of the above concerns.

The Gilman Paper Co. also has a contract to supply the news-
print requirements of the Evening Courier and the Morning Post,
both of Camden, N. J., controlled by Mr. Stern’s company. These
two papers consume about 5,000 tons of paper each year. The net
cost to each of these papers during 1929 was $62 per ton delivered.

St. Regis Paper Co—The St. Regis Paper Co. owns 556 shares
of preferred stock of the Standard Publishing Co., owner of
Standard, at Watertown, N. Y. This preferred stock has no voting
power and was acquired in March, 1926, “ in payment of debt.” The
St. Regis Paper Co. has a contract to sell the Standard Publishing
Co. 1,000 tons of newsprint paper per year.

International Paper Co—On April 30, 1929, the International
Paper Co. was interested financially in the following newspapers:

Chicago News, Chicago, Ill.

Boston Herald, Boston, Mass.

Boston Traveler, Boston, Mass.

Chicago Journal, Chicago, Ill.

Tampa Tribune, Tampa, Fla.

Greensboro Record, Greensboro, N. C.

Brooklyn Da.ly Eagle, Brooklyn, N. Y.

Albany Evening News, Albany, N. Y.

Knickerbocker Press, Albany, N. Y.

Ithaca Journal News, Ithaca, N. Y.

Augusta Chronicle, Augusta, Ga.

Columbia Record, Columbia, S. C.

Spartanburg Herald, Spartanburg, S. C.

Spartanburg Journal, Spartanburg, S. C.

In his testimony before the commission during its investigation of
the public-utilities corporations, Mr. Graustein, president of the
International Paper Co., commenting on the reasons for purchasing
interests in newspapers, made the following statement:

Even in 1928, early in the spring, I could see what was going to happen,
or some time along in the spring, that we were losing money, because we were
not getting our share of the business. That is why we turned to this policy
of try:ng to sew up our business by taking in the publishers. * * * QOne
reason was because our earning statement in 1928 was so bad, and that was
caused by one of our competitors wlho took a customer away from us by doing
just that thing.

During 1926 the International purchased $250,000 face value of
preferred stock and 5,000 shares of the common stock of the Chicago
Daily News. Mr. Graustein testified that these amounts represented
only 4.15 per cent of the total outstanding preferred stock and 1.25
per cent of the total outstanding common stock of the Chicago News.
When asked “At whose suggestion did you buy them?” Mr. Grau-
stein answered :
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Probably at the suggestion of our sales manager, Mr. Fearing, who formerly
lived ‘n Chicago and had been almost a lifelong friend of Mr. Strong. And
Mr. Fearing told me that Mr. Strong was planning to purchase Mr. Lawson’s—
the Chicago News—from Mr. Lawson’s estate. And that in the financing of
it he would be selling preferred and common stock. And Mr. Fearing sug-
gested that it might be a good policy for us in maintaining our contract and
business relations with the Chicago News, which, by the way, is one of the
largest consumers of newsprint * * *,

When asked “In whose name are these shares now carried?” Mr.
Graustein answered :

I believe those are carried in my name personally. They are in the posses-
sion of the International Paper Co. (Record of hearings, Public Utility Investi-
gation.)

The News consumes about 58,000 tons of newsprint paper annually,
of which 42,000 tons is purchased from the International Paper Co.
However, the International had this business before purchasing the
above stock.

In May, 1928, Mr. Graustein began negotiating with Sidney W.
Winslow, jr., for the purchase of capital stock of the Boston Publish-
ing Co., owner of the Boston Herald and Traveler. The negotiations
were completed, and a final agreement was reached on July 19, 1928.
Under this agreement the International Paper Co. purchased 10,248
shares of the stock of the Boston Publishing Co. at $525 per share,
amounting to $5,380.200. To use Mr. Graustein’s own language:

The actual payment of the money and the taking of the shares I think
occurred on January 2, 1929,

The above-mentioned shares were held in the name of the Pub-
lishers’ Investment Corporation, the stock of which was owned by the
International Securities Co., which is affiliated with the International
Paper Co. The two newspapers involved in this transaction require
about 30,000 tons of newsprint paper annually. Prior to the pur-
chase of the stock the International was furnishing the papers with
about 3,000 tons per year. Following the purchase of stock in the
paper the International’s tonnage was increased to 24.000 in 1929 and
to 30,000 tons in 1930. Apparently the Boston Publishing Co. had
not signed a long-term contract with the International in April,
1929, as Mr. J. L. Fearing, sales manager, wrote to Mr. R. C. Doane
on April 11, 1929:

Think you had better talk over with Mr. C. D Ycung the question of the
advisability of placing a 5-year contract in the possession of the Boston Herald.
s0 that we may have our records complete.

I think we ought to ask them to sign one and see no reason why we should
not do so in the near future.

During 1928 and the early part of 1929 the International Paper
Co. gave financial assistance to Mr. John Stewart Bryan and Mr.
Samuel E. Thomason in the purchase of the Chicago Journal.
Bryan and Thomason owned the Tampa Tribune at Tampa, Fla.,
and the Greensboro Record at Greensboro, N. C. They organized
the Bryan-Thomason Newspapers (Inc.) to hold the stock of the
Tampa Tribune and the Greensboro Record and to take over and
hold stock in the newly organized Chicago Journal Corporation to
own and publish the Chicago Journal. The International Paper Co.
received for its financial aid, $1,000,000 in debentures and $630,000 in
preferred stock of the Bryan-Thomason Newspapers (Inc.) and
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10,000 shares which was one-third of the total outstanding common
stock of the Chicago Journal Corporation. The agreement, in the
form of a letter dated May 19, 1928, and accepted as of the same
date between the International Paper Co. and Bryan and Thomason,
containedsthe following provisions:

9. It is distinetly understood and agreed that our obligation to purchase
such debentures and your obligation to sell same to us are upon the condition
that the new Chicago Journal Co. to be organized, the Tribune Co., of Tampa,
Fla., and the Record Co., of Greensboro, N. C., shall enter into written contracts
with us in accordance with the forms hereto attached and made a part hereof.

10. If the purchase of debentures covered by this letter is consummated,
it is agreed in consideration thereof that the Richmond News Leader, now
owned and published by John Stewart Bryan, will continue to purchase from us
for at least five years all but 2,000 tons of its annual requirements of newsprint
paper.

Pursuant to the above provisions, contracts were entered into
whereby the International Paper Co. would supply the entire require-
ments of standard newsprint paper to the Chicago Journal, the
Tampa Tribune, and the Greensboro Record for a period of 10
years (1929-1938). The estimated annual requirements as stated
in the contracts were: Chicago Journal, 5,000 tons; Tampa Tribune,
2,800 tons; and the Greensboro Record, 500 tons. The provisions of
the three contracts were substantially the same. The following
excerpts are from the contract with the Chicago Journal:

In consideration of the mutual covenants and agreements hereinafter set out,
the International Paper Co., of 100 East Forty-second Street, city of New York,
State of New York, hereinafter called the seller, agrees to sell and hereby does
sell, and Journal Co. (publisher of the Chicago Journal, of the city of Chicago,
State of Illinois, hereinafter called the purchaser), agrees to buy and pay
for and hereby does buy the entire requirements of the purchaser, which shall
include the entire requirements for publication of the Chicago Journal, now
estimated at 5,000 tons yearly of standard newsprint paper, in rolls, such paper
to be shipped during the period beginning January 1, 1929, and ending December
31, 1938, both dates inclusive, in approximately equal monthly installments,
and also the purchaser’s requirements during the balance of the year 1928, if
any, over and above commitments heretofore made for such year 1928, upon
and subject to the following terms and conditions :

* 5 * * * * *

2. Price (per humdred pounds) and delivery.—(a) The price (per hundred
pounds) actual weight -of rolls, including paper and wrappers but excluding
cores, upon delivery free on board cars or vessel at mill (when title shall pass
to purchaser) for paper delivered hereunder from January 1, 1929, to Decem-
ber 31, 1938, both dates inclusive, shall be for each calendar year of the period
of this contract the standard annual contract price of the seller for such year
for like tonnages of standard newsprint paper whether shipped by water or by
rail or by water and rail to publishers for use in the publication of daily news-
papers in the seller’s same destination district. If, however, the cost to the
purchaser for any calendar year shall involve a major variation from the
general contract market for such year in Illinois for standard newsprint paper
of Canadian or United States manufacture (minor variations being allowed so
as to permit the seller an opportunity to maintain a policy of uniform price
schedule), then and in any such case the purchaser may without prejudice to
the operation of this contract, in future years, suspend its operation during such
year by giving to the seller 80 days’ written notice of its intention so to do,
provided, however, that this contract will, notwithstanding such notice, remain
in effect for such year if the seller during such 30 days shall revise the price to
be paid by the purchaser hereunder for such year so that it no. longer involves
such major variation. The seller shall advise the purchaser of such standard
price for each calendar year not later than the preceding November 15, and the
purchaser shall give the 30-day notice, if at all, not later than 15 days after
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receipt of such advice. On Roto and special papers other than newsprint, price,
quality, and terms of payment being as satisfactory to the purchaser as that
of other sellers, the purchaser agrees to purchase its requirements of such
special papers from the seller.

The contract with the News-Leader Co., publisher of the Richmond
News-Leader, contained substantially the same price provision as the
Chicago Journal contract, but as to the quantity purchased and dura-
tion, the News Leader contract read as follows:

In consideration of the mutual covenants and agreements hereinafter set
out, the International Paper Co., of 100 East Forty-second Street, city of New
York, State of New York, hereinafter called the seiler, agrees to sell and hereby
does sell, and News-Leader Co., publisher of the News-Leader of the city of
Richmond, State of Virginia, hereinafter called the purchaser, agrees to buy and
pay for and hereby does buy the requirements of the purchaser over and above
so much, not in excess of 2,000 tons per year, of the product of Price Bros. &
Co. (Ltd.) as it shall buy, and the paper hereby contracted for shall include the
entire requirements for publication of the News-Leader over and above the
amount aforesaid, which requirements hereby contracted for are now estimated
at 4,000 tons yearly of standard newsprint paper, in rolls, such paper to be
shipped during the period beginning January 1, 1929, and ending December
Bl 1988, %y &

It should be noted that the Richmond News-Leader was not con-
trolled by the Bryan-Thomason Newspapers (Inc.), but by Mr. John
Stewart Bryan individually. However, the News-Leader was re-
quired to enter into a 5-year contract to purchase its newsprint re-
quirements from International Paper Co. as a part of the considera-
tion for the financing of the purchase of the Chicago Journal by
Bryan and Thomason.

In addition to the above-named papers, negotiations were con-
ducted by Mr. Thomason and his associates in an attempt to ac-
quire other newspapers with the assurance of the International
Paper Co. that it would assist in financing their purchase. Among
the papers approached were:

. Buffalo (N. Y.) Times.

. Cleveland (Ohio) Plain Dealer.

. Columbus (Ohio) Dispatch.

. Dayton (Ohio) Journal.

Detroit (Mich.) Free Press.
Indianapolis (Ind.) News.

. Kansas City (Mo.) Star.

. Milwaukee (Wis.) Journal.

. Minneapolis (Minn.) Journal.

10. Minneapolis (Minn.) Star.

11. Newark (N. J.) Evening News.
12. Philadelphia (Pa.) Inquirer.
13. St. Louis (Mo.) Globe Dispatch.
14. South Bend (Ind.) News-Tribune.

The following question and answer by Mr. Thomason indicates
the extent to which the International Paper Co. would assist Mr.
Thomason in financing the purchase of newspapers:

Q. If you had been able to buy these papers for a price that seemed within
reason, were you given assurance that the International would back you?—
A. Well, let me say this, to be within the facts, it was under contemplation
that one or at most two of those papers of that group of papers might be
bought. I was at no time given the assurance that the International would
back the purchase of the whole lot of them, or so far as I recall at any time
the assurance or indication that they would back more than the purchase of
two of them.

OIS U W
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The International Paper Co. assisted Mr. Frank E. Gannett, of
Rochester, N. Y., in financing the purchase of the Brooklyn Daily
Eagle, the Albany Knickerbocker Press, and the Albany Evening
News, as well as the refinancing of the Ithaca Journal-News. The
total cost to the International Paper Co. was $2,704,500, for which it
received the following securities:

Brooklyn Daily Bagle Corporation, $1,954,500 face-value notes, 400 shares of

common stock.
Press Co. (Inc.), $450,000 face-value preferred stock, 3,000 shares of common

ck.

St(ithaca Journal-News (Inc.), $300,000 face-value notes.

These securities were held in the name of the Piedmont Press
Association (Inc.), a subsidiary of the International Paper Co.

The Brooklyn Daily Eagle Corporation, which is capitalized at
1,000 shares of common stock, owns all of the capital stock of the
Brooklyn Publishing Co., which in turn owns 10,217 shares of the
15,000 shares or total outstanding stock of the Brooklyn Daily Eagle
Co., owner and publisher of the Brooklyn Daily Eagle. The 400
shares held by the subsidiary of the International Paper Co. was 40
per cent of the total outstanding capital stock of the Brooklyn Daily
Eagle Corporation.

The Press Co. (Inc.), owner and publisher of the Albany Knicker-
bocker Press and the Albany Evening News, was capitalized at
10,000 shares of common stock and 4,500 shares of preferred stock.
The securities listed above were held by the subsidiary of the Inter-
national Paper Co., representing all of the outstanding preferred
stock and 30 per cent of the outstanding common stock of the
Press Co.

The Gannett Co. and Mr. Frank E. Gannett, personally, own all
or a controlling interest in the following-named companies:

NEWSPAPERS OWNED

1. The Press Co. (Inc.), Albany Knickerbocker Press, Albany Evening News.

2. Beacon News Co. (Inc.), Beacon (N. Y.) News.

3. Brooklyn Daily Eagle Co., Brooklyn (N. Y.) Daily Eagle.

4. Elmira Star Gazette (Inc.); Elmira (N. Y.) Star-Gazette, Elmira Adver-
tiser, Elmira Telegram.

5. Hartford Times (Inec.), Hartford (Conn.) Times.

6. Malone Telegram (Inc.), Malone (N. Y.) Evening Telegram,

7. Newburgh News Printing & Publishing Co., Newburgh (N. Y.) News.

8. Plainfield Courier-News Co., Plainfield (N. J.) Courier-News.

9. Rochester Printing Co., Rochester (N. Y.) Democrat and Chronicle.

10. Rochester Times-Union (Inc.), Rochester (N. Y.) Times-Union

11. Utica Observer-Dispatch (Inc.), Utica (N. Y.) Observer-Dispatch.

12. Ithaca Journal-News (Inc.), Ithaca (N. Y.) Journal News.

13. Ogdensburg Publishing Co. (Inc.), Ogdensburg (N. Y.) Republican-
Journal.

14. Olean Herald (Inc.), Olean (N. Y.) Herald.

The total newsprint paper requirements of the Gannett news-
papers are approximately 52,000 tons per year, of which the Inter-
national now supplies about 25,000 tons. The financing of the
Gannett papers secured for the International Paper Co. a 10-year
(1929-1938) contract to supply the Albany Knickerbocker Press and
News, 6,000 tons of newsprint per year. It secured a contract to
supply the Brooklyn Daily Eagle, 12,000 tons per year, for five years
(1929-1933), and the Ithaca Journal-News, 400 tons per year, for five



NEWSPRINT PAPER INDUSTRY 97

years, beginning in 1931. The International already had the busi-
ness of the Hartford Times, consuming about 6,000 tons annually.

Three southern newspapers were partially financed by the Inter-

national Paper Co. The Augusta (Ga.) Chronicle, Columbia
(S. C.) Record, and Spartanburg (S. C.) Herald-Journal were pur-
chased by Messrs. Hall & LaVarre. The International Paper Co.
advanced $885,000, for which it received a promissory note for
$870,000 secured by all of the stocks of the above-named publica-
tions. Each of these publications contracted for its newsprint
requirements. The Augusta Chronicle and the Columbia Record
each use about 700 tons annually; the Spartanburg Herald-Journal
625 tons annually.

A recapitulation of the above transactions shows that the Inter-
national Paper Co. invested $10,849,700 in newspaper publishing
companies during the period 1926-1929, as follows:

The Chicago Daily News JORY ~  $250, 000
Boston Herald and Traveler 5, 380, 200
Bryan-Thomason Newspapers (Inc.) 1, 630, 000
Frank L. Gannett 4R 2, 704, 500
Hall and La Varre B ot AL 885, 000

Total o 5, S A 5. 4 10, 849, 700

In each of the above cases, except the Chicago Daily News, the
publisher was required, as a part of the consideration for financial
assistance, to enter into a contract to purchase newsprint paper con-
sumed by the publication from the International Paper Co. The
following is a list of newspapers and the tonnage of newsprint pur-
chased annually by each from the International Paper Co. in con-
sideration of either direct or indirect financial aid:

Tons

Chicago Daily News 42,500
Boston Herald and Traveler 30, 000
Chicago Journal 5, 000
Tampa Tribune 22 800
Greenshoro Record P, 500
Richmond News-Leader 4, 600
A’bany Knickerbocker Press and News 6, 000
Brooklyn Daily Eagle 12, 000
Ithaca Journal News : 400
Eneamtar . Cihrontcle o LAl i Lt IR oy ok DRUTEI S DI maR 700
ERUmhia " Recordo oo L5 Fum i sl r b & e e R T S e L 700
Spgrtanpurg' Herald-Journals @ holieb L T add b i e il 625
Total 105. 225

The Chicago Daily News was supplied with newsprint by the
International before the investment was made, but as control of the
paper was being sold, it was thought to be good policy for the com-
pany to make the investment in order to maintain its “ contract and
business relations with the Chicago News.”

The International Paper Co. has disposed of all its newspaper
securities and has divested itself of financial interests therein with
the exception of the Hall-La Varre group of papers and the Chicago
Journal. The $870.000 note of the Hall-LLa Varre papers can not be
disposed of on account of pending litigation between Mr. Hall and
Mr. La Varre. In the case of the Chicago Journal, the International
Paper Co. now holds bonds, not of the company that publishes the
paper but of the liquidating company formed when the paper was
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reorganized. The company, however, continues to deliver newsprint
paper under the contracts made at the time the financial aid was
iven. ]

§ Minnesota & Ontario Paper Co—During the latter part of 1927
there were rumors to the effect that Mr. E. W. Backus, president of
the Minnesota & Ontario Paper Co., had invested $1,000,000 in
Memphis Commercial-Appeal bonds and had thereby secured a con-
tract to supply this newspaper with newsprint. On October 12,
1927, Mr. J. L. Fearing, vice president for the International Paper
Co., sent a telegram to Mr. W. E. Mansfield, sales agent for the same
company at Atlanta, Ga., reading:

Give me in confidence the name or names of parties who told you that
Memphis Commercial-Appeal had agreed to give Backus their contract for next
year and that he took a million dollars worth of their bonds.

No reply to this telegram was found in the files. However, the
matter has been investigated and it has been found that on May 1,
1927, Col. Luuke Lea, of Nashville, Tenn., and his associates purchased
the Memphis Commercial Appeal and organized the Commercial
Publishing Co. to take over and publish the paper. At the time of
its organization the Commercial Publishing Co. issued $2.500.000 in
bonds, which were sold to the public by Caldwell & Co., of Nashville,
Tenn., and Halsey-Stuart Co., of Chicago, Ill. During 1927 the
Memphis Commercial Appeal, which hitherto had been purchasing
its newsprint paper requirements from the International Paper Co.
and the Great Northern Paper Co., entered into a 10-year contract
to purchase its entire requirement of newsprint (about 15,000 tons
per year) from the Minnesota & Ontario Paper Co. Colonel Lea,
who is president of the Commercial Publishing Co., personally nego-
tiated the contract. The price is to be fixed annually at an average
of the price of the International Paper Co., the G. H. Mead Co., and
the Canadian Export Co.

No evidence was found that the Minnesota & Ontario Paper Co.,
E. W. Backus, or anyone else acting for the paper company, had
purchased any of the bonds of the Commercial Publishing Co. In an
interview with one of the commission’s attorneys on February 19,
1930, Mr. Lea made a statement substantially as follows:

The Minnesota & Ontario Paper Co., E. W. Backus, or anyone else con-

nected with this paper company, has never purchased securities of the Memphis
Commercial Appeal of any nature or in any amount,

Section 7. Associations.

During this inquiry the activities of associations of paper manu-
facturers, jobbers, and newspaper publishers, in so far as their activ-
ities influence the newsprint paper industry were investigated. The
News Print Service Bureau is the only association of newsprint man-
ufacturers exclusively operating in the United States. The leading
association of manufacturers of all kinds of paper products in the
United States is the American Paper and Pulp Association.

The jobbers of paper have an organization called the National
Paper Trade Association, which includes in its membership a large
percentage of the jobbers of the United States.

The American Newspaper Publishers’ Association, whose member-
ship is made up of publishers of large daily papers, is the leading
newspaper association.
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The American Press Association and National Editorial Associa-
tion are both nation-wide organizations, whose memberships consist
of publishers of small daily and weekly papers, and local associations
of small publishers.

The News Print Service Bureau.—The News Print Service Bureau
is an organization of North American newsprint manufacturers
having, as of May 1, 1929, 19 members in the United States, 16
in Canada, 2 in Newfoundland, and 1 in Mexico. The bureau’s paid
membership represents about 80 per cent of the total production of
newsprint in these countries. It assembles and furnishes statistics
relating to newsprint production, consumption, and stocks, together
with a general service to members, including information relative to
cost accounting and engineering. The records do not show that the
bureau has attempted to gather or distribute any specific data on
sales or prices of newsprint paper. The bureau receives from each
mill, and distributes to all mills, samples of newsprint paper being
produced currently. Bulletins are issued monthly showing develop-
ment, notes of interest to the members, reports on market conditions,
and statistics on production, shipments, and stocks at all the mills
combined, in the United States, éganada, Newfoundland, and Mexico.
The bulletins are mailed to all members of the bureau and to others
interested. '

Each member makes a weekly report to the bureau from which
bulletins are compiled showing the list of companies reporting their
production, shipments, and stocks and the rate of capacity at which
each mill operated during the week. These weekly bulletins are
held in strict confidence and are distributed only to companies
furnishing the information to the bureau. Access to these weekly
reports was requested by the commission but was refused because of
their confidential nature. Since the association’s activities appar-
ently do not include the reporting of prices involving either current
or past transactions, it was not considered likely that the association
was violating any of the antitrust laws.

American Paper and Pulp Association—This is an association of
paper and pulp manufacturers organized for the purpose of promot-
ing the welfare of the paper and pulp industry. It has a member-
ship of about 235 manufacturers of all kinds and grades of paper and
about 65 manufacturers of supplies and equipments for paper mills.
It is also affiliated with about 20 associations of manufacturers ot
various paper products. The News Print Service Bureau, the only
newsprint paper organization, is not affiliated with this association.
The American Paper and Pulp Association has a number of standing
or regular committees, including a tariff committee, a statistical
committee, and several technical and advisory committees. It issues
the Pulpwood, a monthly publication devoted to the protection of
forests and the conservation and reforestation of timberlands. The
association also gathers and compiles statistics on production, ship-
ments, and stocks on hand of each kind of pulp and paper, which are
published in monthly statistical summaries and distributed to all the
members. Its statistics on newsprint are obtained from the News
Print Service Bureau.

Although a number of manufacturers who produce newsprint
along with other kinds of paper are members of the American Pulp
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and Paper Association, none of its activities relate directly to
newsprint.

National Paper Trade Association—The National Paper Trade
Association is an organization of “ paper merchants” and its mem-
bership consists of paper dealers throughout the entire United States.
Its members handle all kinds of paper products including newsprint
which, however, constitutes an insignificant proportion of the total.
The executive secretary of the association stated in an interview that
the paper merchant handles so small a proportion of the newsprint
paper that the association takes no interest whatever in the newsprint
business of its members. He did not even know which of the mem-
bers dealt in newsprint paper. The association is affiliated with a
number of local and State paper merchants’s associations throughout
the United States.

The American Newspaper Publishers’ Association.—This associa-
tion was organized in 1887 and was incorporated under the laws of
New York in 1897. Its membership is restricted to “ proprietors of
daily newspapers,” and admission of new members is “ by an affirma-
tive vote of at least two-thirds of the entire board of directors.”
There were in November, 1929, 501 members of the association, 483
of whom were proprietors of daily papers located in the United
States, 17 in Canada, and 1 in Hawaii. The association has an office
in New York City with a general manager in charge of its affairs.
It has a number of regular committees including the “ paper commit-
tee,” through which all of the activities of the association relating
to the newsprint paper industry are carried on.

The paper committee has been very active in matters relating to
the newsprint paper industry. During 1925 the committee repre-
sented the newspapers when the matter of defining the term * stand-
ard newsprint paper ” as used in the tariff act of 1922 was before
the Treasury Department. A special bulletin was issued on July 3,
1925, which quoted the definition promulgated by the department
and, commenting on the work of the association, said:

Among other things, the American Newspaper Publishers Association com-
mittee vigorously opposed various sections of the definition as first proposed,
one excluding sheet news from the free list, which, if adopted, would have
worked much hardship on the small newspapers which do not use rolls.

The paper committee has represented the newspapers in all con-
troversies over freight rates on newsprint paper. It has also, by
issuing.bulletins, frequently kept the member publishers informed as
to conditions in the newsprint industry, especially production and
market prices as well as notes and comments on new developments.

On November 10, 1927, the association issued a bulletin (No. 5460)
in part as follows:

We are informed, but have been unable to properly verify, that the Canadian
selling pool will make the following price for 1928:

The mill price will continue at $3.25 but in case of a freight rate of 38 cents
or less, the mill will guarantee a freight rate of 20 cents for 1928; that is,
in case of a 38-cent freight rate the publisher will pay 20 cents and the mill
will absorb 18 cents; in case of a 30-cent freight rate the mill will absorb 10
cents.

The committee issued a number of bulletins during the months of
June to October, 1928, describing conditions in the newsprint indus-
try, predicting a price war, and calling attention to the rumors that
the Premiers of the Provinces of Quebec and Ontario were—
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proposing to call a conference of newsprint manufacturers for the purpose of
limiting production and making it possible for the smaller mills to continue in
operation during the price slump. (Quotation from Bulletin No. 19, October
11, 1928.)

On October 30, 1928, the day following that on which the Hearst-
International contract was signed, the association issued a bulletin,
quoting the comments of the press on the contract, and saying:

The price war referred to in our bulletins of June 1 and October 11 has con-
tinued to develop until now it is reported that the bottom has dropped out of
the market and that future conditions can not be foretold.

The November 20, 1928, bulletin referred to meetings of the Cana-.
dian manufacturers and the interference with the newsprint situa-
tion by the Premiers of Ontario and Quebec. The bulletin quoted a
letter dated November 19, 1928, sent by Premier Ferguson to the
Canadian newsprint manufacturers. (See p. 41.) The association
frequently issued bulletins during the months from November, 1928,
to March, 1929, giving the members whatever information the com-
mittee could obtain on the newsprint situation.

In Bulletin (No. 83) issued on March 21, 1929, the paper committee
said:

During the period in which these conferences were taking place the paper
committee advised Hon. William J. Donovan, assistant to the Attorney General
of the United States, of the facts concerning the meetings of the paper manu-
facturers, so that if the circumstances warranted action under the Sherman
or Clayton laws, such action could be taken by his office. Two days prior to
the issuance of our bulletin of February 28, our general manager was advised
from unofficial sources that an agreement had been reached by the paper manu-
facturers. Neither the paper committee, nor any member of the paper
committee, at any time took any part whatever in the meetings of the manufac-
turers, or in the fixing of a price, and the paper committee made vigorous
representations to the Premier of Ontario, objecting to the establishment of the
Newsprint Institute of Canada as a price or production arbiter.

Another bulletin (No. 84) was issued on March 21, 1929, which
quoted a letter from one of the members of the association complain-
ing of the activities, or inactivities, of the paper committee in deal-
ing with the newsprint situation and adding:

I shall also ask at the annual meeting that the members of the American
Newspaper Publishers Association go on record as to whether or not they think
it is ethical for any man whose publications have been financed by the Inter-
national Paper Co. to serve as a member of the paper committee or as a member
of the board of directors, who are supposed to advise with the paper committee.

This letter was in reference to Mr. S. E. Thomason, chairman of
the paper committee, whose newspapers had been financed by the
International Paper Co. (See p. 92.) The complaint was discussed
at the annual meeting of the association on April 24, 25, and 26,
1929, and a resolution was passed exonerating the committee and its
chairman as follows:

Resolved, That all the acticns and activities of the paper committee are
approved by the convention and that the paper committee and its chairman have
our fullest confidence. A motion to adopt the resolution was seconded. The
resolution was carried unanimously.

Mr. Thomason refused to serve on the paper committee for the
ensuing year. At this meeting the paper committee made a lengthy
report reviewing its work during the year. The report quoted cor-
respondence between the chairman of the committee and the Depart-
ment of Justice relating to the possibility of proceeding against the
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Canadian newsprint manufacturers for violation of the antitrust
laws.

The paper committee was active during the latter part of 1929,
when the newsprint manufacturers of Canada began agitating an
increase in prices for 1930. As early as October 4, 1929, the asso-
ciation issued a newsprint bulletin referring to a meeting of the
manufacturers in Montreal during the preceding week. The bul-
letin also referred to the fact that the Mersey Paper Co. would be
operating its new mill at Liverpool, Nova Scotia, which would pro-
duce about 60,000 tons of newsprint during 1930, and that the com-
pany was offering its paper for deliveries at North Atlantic ports at
prices of approximately $59 per ton, or about $3 under the present
contract market. This bulletin referred to the Hearst-International
contract, saying:

It seems to be generally believed that the International is committed, at
least throughout 1930, to its present price on its 5-year contract with the Hearst
organization. As the International is also committed to the principle of one
price to all customers, it would seem that its present price must prevail
throughout the coming year unless the Hearst organization agrees to an
increase in price.

It is rumored that efforts are being made to bring about such increase; but
if true, and they should be unsuccessful, then the question arises whether
the Newsprint Institute of Canada could maintain one scale of prices and the
International another.

The question has been asked, but not answered, whether the Newsprint Insti-
tute of Canada will meet the reduced price of the Mersey Paper Co.

During November and December, 1929, when an increase of $5
per ton in the price of newsprint was being considered, a 2-day joint
session of the board of directors and the paper committee of the
association was held, and following conferences with Mr. A. R.
Graustein, president of the International Paper Co., and Mr. C. R.
Whitehead, chairman of the board of governors of the Newsprint
Institute of Canada, after the close of this meeting the board of
directors reported as follows:

The board has been unable to determine whether the Canadian manufacturers,
acting under government pressure, will or will not shortly announce an in-
crease in the price of the commodity of approximately $5 a ton. This would
represent more than $17,000,000 increase in the annual production costs of
American newspapers, at a time when overexpansion in the newsprint manu-
facturing industry has caused these mills to operate at less than 80 per cent
of their capacity.

In view of the activities of Canadian Government officials and manufacturers
tending toward the substitution of an uneconomic control of production and
price in place of the law of supply and demand, the board of directors of the
American Newspaper Publishers Association has determined to call a special
convention of all daily newspaper publishers to take steps for protection
against artificial and arbitrary price fixing should an increase of price be
announced.

The special convention of all daily newspapers was held in New
York City December 9, 1929, where representatives of more than
300 newspapers throughout the United States and Canada met and

,voiced their ideas on the subject of the proposed increase. They
were united in opposition to the increase and various methods of
opposing it were discussed. No resolutions were adopted but the
course of action was left with the board of directors and the paper
committee of the association. '
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The board of directors held a meeting immediately after the ad-
journment of the convention and drafted the following telegram
which was sent to Mr. C. R. Whitehead, chairman of the board of
governors of the Newsprint Institute of Canada:

At a meeting of publishers, representng over 300 leading daily newspapers
to-day, your proposal as to price and terms was unan mously disapproved as
unjustified under present conditions and a committee was appointed to present
their views to the manufacturers. We vepeat our invitation to you to meet
this committee and discuss the situation.

This telegram was also sent to Price Bros. & Co. (Ltd.), Abitibi
Power & Paper Co. (Ltd.), and the St. Maurice Valley Paper Co.,
all of which had previously announced price increases for 1930. A
subcommittee consisting of 14 publishers was appointed to handle
the newsprint matter. The subcommittee had a meeting with the
officers of the Newsprint Institute of Canada on December 12, 1929.

Despite the vigorous defense of the Canadian manufacturers’ pro-
posed increase of $5 per ton made by the Premiers of Ontario and
Quebec, the attitude of the American Newspaper Publishers’ Asso-
ciation, combined with steps taken by some of the manufacturers to
increase production of newsprint outside of the Dominion of Canada,
resulted in some of the Canadian manufacturers abandoning their
attempts to increase the mill price to $60 per ton. Before the end of
December announcement was made by a number of the large pro-
ducers of newsprint that the 1929 price would remain in effect dur-
ing the first six months of 1930, the price for the last half of 1930
being left for determination later in the year.

The paper committee continued its efforts with the representatives
of the Newsprint Institute of Canada to reach an agreement on 1930
prices. Several meetings were held during the first four months of
1930, the results of which were reported to a meeting of the associa-
tion held in' New York City April 23 to 25, 1930. This report con-
tained a copy of a letter from Col. John H. Price, chairman of the
board of governors of the Newsprint Institute of Canada, outlining
in detail a program for gradually increasing prices over a 5-year
period. The prices for 1930 were to remain unchanged. (See p. 47.)
At the close of the meeting the association passed the resolution ap-
proving the principles of broad economic stabilization of production
and prices of newsprint paper but left the price to be paid to be deter-
mined by each publisher in the exercise of his own independent judg-
ment. Apparently the result of the various conferences is that prices
will not be increased prior to 1931.

National Editorial Association—This is an association of small
daily and weekly newspapers organized in 1885. Its actual paid
membership is approximately 5,000. The affiliated State and local
associations add 6,000 more and bring its general membership up to
about 11,000. The major portion of the work of the association is
handled by committees. The association issues a service letter at fre-
quent intervals, supplemented by special bulletins on various subjects
whenever occasion warrants. The association also issues a regular
monthly publication for distribution to its members. Mr. Herbert C.
Hotaling, of St. Paul, Minn., executive secretary of the association,
made a statement substantially as follows to one of the commission’s
attorneys:

1354—S. Doc. 214——8
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We have no complaint to make regarding the prices of newsprint. In the
past five years I have never been approached nor have I ever received a letter
complaining about prices or any other newsprint matter. All complaints would
necessarily be submitted to me, but there are none.

California Newspaper Publishers’ Association.—In 1929 the con-
tract price for roll newsprint to small city publishers in California
was $70 per ton c. i. f. San Francisco or San Pedro. Most of these
publishers were buying through brokers and jobbers and were being
supplied with the proé’uct of the Crown Willamette Paper Co.

The California Newspaper Publishers Association presented facts
to show that newsprint was being sold to certain large consumers
on direct contract with the mill at $63.50 per ton c. i.'f. the ports
and that at the same time Swedish newsprint was being offered
at $58 per ton at the ports.

The efforts of the association brought about a proposal from the
Crown Willamette Paper Co., under date of March 18, 1929, which
was as follows:

A reduction in price of $1.50 per ton c. i. £. San Francisco or San Pedro
retroactive to January 1, 1929, or in lieu thereof a definite agreement now that
the prevailing price of $70 per ton c. i. f. San Francisco or San Pedro will be
guaranteed until January 1, 1931.

Commenting on the proposed reduction, the chairman of the
committee in a letter to the members of the association stated :

This counter proposal having been made by the company on the assumption
that the nswsprint market would stiffen before the end of 1929 sufficiently
to justify an increase in price for 1930.

The association’s committee having charge of this matter had been
working for a price cut of at least $5 per ton and opposed the
acceptance of the above proposition by members. The committee
found nothing in existing conditions which justified the company’s
view of the 1930 market, and took the position that, with the addi-
tion of local freight rates from the port of either San Francisco
or San Pedro to the publisher’s city, amounting in some instances
to $5 per ton, it would mean a maximum delivered cost in the State
of California of approximately $73.50 per ton as against a maximum
delivered cost to eastern newspapers located in cities of the same
size of $64 per ton, and that such a wide differential was not
justified unless a basis for it could be shown in greater manufactur-
ing, marketing, or financing costs of Pacific coast mills as compared
with eastern mill conditions.

In the list of 1929 newsprint contracts ” furnished the commis-
sion by the Crown Willamette Paper Co., the company names
21 publications using less than 100 tons of newsprint annually,
which “have been offered option of $1.50 per ton reduction for 1929
or $5” per ton reduction for 1930, but have not yet accepted either

lan. :
£ The association has been very active in its efforts to induce manu-
facturers to deal direct with small publishers. In a letter to the
commission on November 12, 1929, the secretary of the association
explained conditions in the following language:

For a period in excess of 20 years it has been impossible for small city news-
paper publishers in California to purchase their supply of newsprint except
through brokers or jobbers. It has been impossible to get a direct quotation

from the mills. * * * During this same 20-year period certain newspaper
publishers in California have been sold their supply of newsprint direct from
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the mills and at a price which ranged from $5 to $10 per ton less than the
price charged to smaller newspaper publishers for their supply of newsprint
purchased through bvrokers or jobbers.

On May 2, 1929, the chairman of the newsprint committee of the
association sent to the members a form for a “confidential news-
print report,” calling for details of the purchase of paper by each
member. The form was accompanied by a letter in which the chair-
man of the committee said:

Frankly, the purpose back of securing the information set forth in this
confidential newsprint report is to place your newsprint committee in a position
to accurately and authentically represent the attitude of the individual mem-
bership of the association in negotiations with the newsprint mills and whole-
sale paper houses, looking toward the establishment of the method of buying
newsprint direct from the mills instead of through paper houses and paying
a brokerage fee or commission thereon, which materially increases the cost
of newsprint to the individual member.

One of the outstanding reasons why it is impossible for us to get newsprint
prices on the Pacific coast comparable to eastern prices is because most of the
newsprint consumed by eastern newspapers is purchased direct from the
mills, eliminating the broker’s profits.

* * * * * * *

In any event, the condition which your committee hopes to create is sub-
stantially this:

Those roll newsprint users who prefer to buy direct from the Crown Willam-
ette Paper Co. at the mill price will be able to do so; those members
of our association who prefer to buy through Blake, Moffitt & Towne or Zeller-
bach under the terms and conditions of those paper houses or through any
other brokers handling domestic newsprint, will be able to do so; those
roll newsprint users now using foreign newsprint, purchased through either
Fernstrom Co. or the Scandinavian Export Paper Co. or any other foreign
source under the terms and conditions prescribed by those brokers, may be
able to continue to do so. * * *

The executive committee of the association on July 18, 1929, re-
quested the Crown Willamette Paper Co. to give all California pub-
lishers desiring to do so an opportunity to buy their requirements
of newsprint paper direct from the Crown Willamette Paper Co.
effective with the expiration of contracts between the members of
the association and brokers or jobbers. On August 26, 1929, the
Crown Willamette Paper Co. wrote the California Newspaper Pub-
lishers Association agreeing to the proposition and stating the terms
upon which direct sales would be made, using the following
language :

Consideration has been given to your executive committee’s request that,
effective with the expiration of cancellation by mutual agreement of existing
newsprint contracts between members of your association and brokers or
Jjobbers, all California publishers be given the opportunity of contracting direct
with the Crown Willamette Paper Co. for their supply of newsprint and at our
published price.

We are pleased to advise you that we are agreeable to adopting the policy
of selling direct to such members of your association whose credit is satisfac-
tory to us and who can regulate the purchasing and ordering of their paper
supply to conform to the methods required by manufacturers, which in some
respects are different from those of jobbers and other distributors of paper.

1. * * * Net cash remittances from the publishers on the 15th of the
month covering all shipments made during the previous month.

2. * * * Qpecifications be delivered to it on the 10th of the month previous
to the month in which deliveries are to be made.

3. Practically all of the contracts of Crown Willamette Paper Co. expire
December 31, 1931, and in entering into any new contracts we would require
the term of the contract to extend to that date. ;



106 NEWSPRINT PAPER INDUSTRY

4. Orders for shipments of paper must be in not less than carload lots as
specified by transportation companies, and general terms and conditions as
per our regular form of contract. * * *

Pursuing its announced new policy of selling direct to the publish-
ers who would order in carload lots, on October 1, 1929, the Crown
Willamette Paper Co. wrote the Sun and Evening Telegram at San
Bernardino, Calif., referring to the above correspondence with the
association and saying:

If it is your desire to purchase your supply of paper direct from the manu-
facturer instead of through a jobber or broker, we shall be very pleased to
negotiate with you for your requirements, commencing January 1, 1930.

In a letter to the commission on November 12, 1929, the secretary
of the association referred to recent favorable developments in the
industry and stated :

Within the past 90 days, after intensive efforts on the part of the California
Newspaper Publishers Association, the Crown Willamette Paper Co. agreed
to sell all consumers of newsprint manufactured by the Crown Willamette
Paper Co. direct from the mills, eliminating the brokers or jobbers, and at a
standard price to be paid by metropolitan as well as small city newspaper

publishers in California.
* * * * £ *

Within the past 30 days the Hawley Pulp & Paper Co., of Oregon City, Oreg.,
has offered its newsprint to California small city newspaper publishers on a
direct mill price. This is the first time in 20 years, to the knowledge of our
association, that this mill has offered its product direct to the small city Cali-
fornia newspaper publisher.

In this letter the secretary of the association expressed his opinion
that California newspapers, both large and small, would be able to
buy print paper from several sources under competitive conditions.

The Ticon.—A meeting of the newsprint paper manufacturers of
Europe and North America was held in Copenhagen on April 17,
1928. Representatives of manufacturers from North America, Fin-
land, Norway, Sweden, Germany, and Holland attended this meet-
ing. The North American representatives were: A. R. Graustein,
of the International Paper Co.; J. L. Fearing, of the International
Paper Co.; Lewis Chable, of the American Paper Export Co.; W. N.
Hurlbut, of the Canadian Newsprint Co.; Seymour Backus, of the
Minnesota & Ontario Paper Co.; and George K. Steele, of the Powell
River Co. (Ltd.). .

Mr. Graustein presided at this meeting. Mr. Lundquist, of
Sweden, inquired if the American group intended that the Euro-
peans abandon the United States market. Mr. Graustein replied
that such was not the case; that the purpose of the meeting was to
deal with markets outside the United States. Mr. Graustein ex-
plained the workings of the News Print Service Bureau with respect
to the newsprint paper industry in America and suggested that the
organization arrange to compile and distribute similar information
relating to the newsprint industry of the world. A committee was
appointed to gather and distribute information on production, ship-
ments, inventories, etc. The members of the initial committee were
as follows: Mr. Graustein, of North America; Mr. Lundquist, of
Sweden; Mr. Vig, of Norway; Mr. Ahlman, of Finland; Mr. Hub-
ner, of Germany; and Mr. Van Gelder, of Holland.

A vacancy was left for the English manufacturers to appoint a
man on the committee. This committee was to gather and compile
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statistics on world production, similar to the information compiled
and distributed on North American products by the News Print
Service Bureau of New York City.

Although the commission did not secure definite information, it
appears that there was a subsequent meeting of newsprint manu-
facturers in Berlin during the latter part of 1928 at which they or-
ganized the Ticon, which seems to be an international association
of newsprint paper manufacturers.

There was a meeting of the Ticon at The Hague on July 15 to 19,
1929, at which representatives from manufacturers in Germany,
Finland, Norway, and Sweden were present. The following gentle-
men from America attended this meeting: A. R. Graustein, of the
International Paper Co.; Mr. Doane, of the International Paper
Co.; and Mr. G. F. Steele, of the Powell River Co. (Ltd.).

Mr. Lundquist, of Sweden, was elected chairman. At this meet-
ing prices to be quoted and quantities to be exported to certain coun-
tries by each group were agreed upon. A tentative agreement was
reached between the various groups for the division of exports on a
percentage basis for sales in South America, Australia, and Africa.

Mr. Graustein stated that these agreements were never ratified.
Mr. Graustein also'stated (and there was nothing in the minutes
to the contrary) that there was no discussion as to a division of the
market in the United States between the various groups of manu-
facturers.

There was also a meeting of the Ticon in Stockholm on August
9 and 10, 1929. There were no American representatives at this
meeting. :

There is nothing of any description in the files to indicate that
there was any attempt on the part of the members of the Ticon to
divide the business of or to fix prices effective in the United States.
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CHAPTER VI

SUMMARY OF PRINCIPAL FACTS WITH CONCLUSIONS
AND RECOMMENDATIONS

Section 1. Summary of the leading facts.

Newsprint paper is produced in North America in approximately
80 mills, 42 of which in 1929 were located in the United States and 38
in Canada. For many years the United States mills led Canada in
the production of newsprint. In 1913 domestic mills produced 79
per cent and Canada 21 per cent of the combined production of both
countries. Even then the United States mills were drawing on
Canadian forests for pulpwood and wood pulp. The production was
gradually shifting from United States mills to Canadian mills.
By 1919 the domestic mills were producing 63 per cent and Canada
37 per cent of the total. Each country produced approximately 50
per cent of the total in 1925. During 1929 the domestic mills pro-
duced only 34 per cent, while Canada produced 66 per cent of the
combined production of the two countries. Although the domestic
production has decreased since 1926, the increase in the production
of Canada has more than offset the decrease. Seven domestic news-
print mills have either ceased operations since 1926 or have been
diverted to making other grades of paper. Approximately 80 per
cent of the Canadian production is consumed in the United States.
In 1921 the combined production of the two countries was 2,033,301
tons, whereas in 1929 it was 4,121,103 tons.

During the years of the World War demand for newsprint paper
in the United States exceeded the supply. Paper was to be purchased
only at a premium, with the result that prices soared, new mills
were built, and capacities of existing mills were greatly increased.
Prices of newsprint paper reached a peak of $130 a ton free on
board mill contract on January 1,1921. In that year, however, there
were four price reductions, so that on the first d};y of 1922 the con-
tract price was $70 per ton free on board mill. The expansion
of the industry during the high-price period preceding 1921 was
much greater than the increase in consumption and, with an abundant
supply, prices dropped rapidly.

he only general increase in newsprint prices since 1921 became
effective January 1, 1923, when the mill contract price was increased
$5 to $75 a ton. This remained unchanged until July 1, 1924, and
-since that time there have been six general market price reductions
resulting in a net change from $75 free on board mill, the pub-
lisher paying the freight, to delivered prices of $60 to $67 per ton,
depending on location.

109
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The consumption of newsprint paper has steadily increased. Dur-
ing 1929 the United States publishers used about 8,794,000 tons, of
which 1,373,580 tons, or 36.2 per cent, were produced in the United
States; 2,193,531 tons, or 57.8 per cent, were imported from Canada;
180,996 tons (3.5 per cent) were imported from Newfoundland; and
the balance, 96,373 tons (2.5 per cent), were imported from Sweden,
Finland, and other countries.

In 1929 there were 922 publishers who purchased 1,769,029 tons on
contracts direct from United States manufacturers and 237 known
publishers who purchased 1,270,567 tons on contract from Canadian
manufacturing companies. In addition, there were 220 publishers
who had contracts for 163,145 tons with jobbers and received ship-
ments direct from the mills. This is a total of 1,379 publishers who
purchased 8,202,741 tons, or 84 per cent, of the 1929 consumption
under contracts at the carload market prices prevailing at their
locations. Sixty-two small publishers purchased 5,338 tons of sheet
newsprint during 1929 under contracts direct from manufacturers at
less than carload contract price.

Sixty-four small publishers purchased 600 tons of newsprint dur-
ing 1929 through two cooperative buying organizations at the free
on board mill contract price.

During the investigation detailed information was received from
jobbers showing that 2,739 small publishers, consuming approxi-
mately 14,720 tons annually, purchased their newsprint requirements
at jobbers’ prices. The commission also has information that at least
2,935 small publishers were supplied with 5,120 tons of newsprint by
ready-print companies. Prices of ready-print sheets are based
largely upon printing and advertising rates rather than upon news-
print costs.

A summary of the above figures indicates that the commission has
details of purchases by 7,179 publishers (large and small) which
consume 3,228,519 tons of newsprint paper, more than 85 per cent
of the total estimated consumption of the United States. The
greater part of the remaining 15 per cent represents purchases by
large publishers who have contracts with Canadian and European
manufacturers, of which the commission received no detail. There
are about 7,000 publications, most of which are small daily and
weekly papers, about which the commission has no information.

The prices paid by small publishers are based on quantities pur-
chased. The report shows the jobbers’ quoted market prices for
newsprint when purchased in ton lots and 500-pound lots in the
leading market centers at regular intervals from January 1, 1924, to
July 1, 1929. There was no regularity in dates of price changes by
jobbers, nor did they correspond with the dates of changes by manu-
facturers. However, the general trend of jobbers’ prices since 1924
has been downward, thus reflecting generally the reductions made
by manufacturers.

Jobbers’ prices for 1929 are shown for the leading market centers
of the country when purchased in any quantity. The range of
these prices are as follows:
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Range per
Purchased in lots of— hundred-
weight

) 7o) ¢ SRR SR $3. 05-$4. 50
G00 poumdsZ . sene o 0L 3.60- 4.75
Jobom -0 Lot 3.75- 5.75
500 pounds...--- 4,25~ 5.75
Bundles._<.....3 4,75~ 5. 50
Reamsii o:.x._ 5.00- 7.20
Less thanreams. .._...--... 7.00- 9. 60

No attempt was made in this investigation to ascertain jobbers’
profits on newsprint paper. However, typical reports were selected
from jobbers in four market centers and a comparison made of the
delivered cost and quoted price of paper during 1929. The compari-
son showed margins ranging from 80 to 96 cents per hundred-
weight when sold in ton lots. The margin must cover the expense
of doing business, including carting, handling, storing, packing, ship-
ping, etc., as well as its proportion of office expense. Most of the
jobbers investigated claim that since all large publishers deal direct
with the manufacturer there is no profit to the jobber in handling
newsprint.

It appears that the cost of newsprint paper is a more serious item
for the large publisher than for small publishers when compared
with the total cost of publishing a newspaper. In daily papers of
more than 400,000 circulation the average newsprint cost was 37 per
cent of the total publishing cost. For daily papers of 200,000 to
400,000 circulation the newsprint cost was 34 per cent of the total.
The percentage decreases with decrease in circulation. Daily papers
of less than 10,000 circulation showed an average newsprint cost of
only 14 per cent of the total cost. A group of weekly papers
showed an average newsprint cost of only 15 per cent. It should be
noted that the commission accepted the cost figures as reported by
the publishers and made no attempt to verify them.

The 8 largest  of the 34 domestic companies producing news-
print paper are the Great Northern Paper Co., the Crown Zeller-
bach gorporation, and the International Paper Co. These three
companies manufacture almost 50 per cent of the newsprint paper
produced in the United States and sell about 36 per cent of the
total estimated consumption.

The Great Northern Paper Co. manufactured about 22 per cent
of all the standard newsprint paper produced in the United States
in 1928. The company had contracts outstanding during 1929 for
the sale of 318,125 tons, which was equivalent to 22.8 per cent of the
total newsprint produced and about 8.4 per cent of the estimated
consumption. All of the company’s sales are made on contracts to
publishers located in States east of the Mississippi River. The
Great Northern Paper Co. is generally classed as an independent
company. No evidence was found of it having any financial con-
nection or working. arrangement with any other newsprint-paper
manufacturer.

The International Paper Co. and its subsidiaries during 1928 man-
ufactured 11.7 per cent of the standard newsprint paper produced
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in the United States, 13.9 per cent of that produced in Canada, and
13.1 per cent of the combined production of the two countries. Dur-
ing the latter part of 1929 it had contracts outstanding for the sale
of approximately 760,000 tons per year, which was equivalent to about
20 per cent of the estimated quantity consumed annually. These con-
tracts are being filled by the production of the company’s paper mills
in the United States, Canada, and Newfoundland, supplemented by
purchases of about 125,000 tons per year, which, during 1929, were
purchased from Canadian manufacturers. The International Paper
Co. supplies newsprint paper to approximately 507 publishers, nearly
all of whom are located east of the Mississippi River in the United
States. These publishers take about 99 per cent of the company’s
total newsprint sales.

The Crown Zellerbach Corporation, through its subsidiary com-
panies, manufactures approximately 15 per cent of the newsprint
produced in the United States and about 2.6 per cent of the pro-
duction of Canada. It produced in 1928 about 7.2 per cent of the
combined production of the United States and Canada. The total
production of the Crown Zellerbach Corporation in 1928 was equiva-
lent to about 7.7 per cent of the estimated consumption of news-
print in the United States. This corporation has the bulk of the
newsprint paper business in the Pacific Coast States (Washington,
Oregon, and California). It manufactures more than 80 per cent
of the newsprint produced in these States and supplies over 70 per
cent of the newsprint consumed therein. Its contract sales in the
three States are equivalent to about 83 per cent of its total sales,
including the production of its Canadian subsidiary.

The Crown Zellerbach Corporation has only 4 possible com-
petitive newsprint manufacturing companies on the Pacific coast,
1 of which is in Canada and 8 in the United States. The In-
land Empire Paper Co., having a mill at Millwood, near Spokane,
Wash., is the largest manufacturer of newsprint in the Pacific
Coast States not controlled by the Crown Zellerbach Corporation.
It has not been a very active competitor. The bulk of its sales is
made in the immediate vicinity of its mill, in the eastern part of
Washington, and in Idaho, Montana, Oklahoma, and Texas. The
Hawley Pulp & Paper Co. has a small mill at Oregon City, Oreg.,
which produced about 17,000 tons of newsprint in 1928 and 13,500
tons during the first five months of 1929. Its entire output is sold
by the Graham Paper Co., of St. Louis, Mo., which has branch
offices in 15 other cities, including San Francisco on the Pacific
coast. A substantial proportion of the Hawley newsprint is sold
in the Southwestern States. The Columbia River Paper Mills Co.
and its affiliated company, the Tumwater Paper Mills Co., owning
mills at Vancouver and Tumwater, Wash., respectively, manufac-
ture a small quantity of newsprint paper. During 1928 the two
mills produced about 2,000 tons of newsprint, nearly all of which
were sold to seven publishers located in Washington and Oregon.

The Powell River Co. (Ltd.), the only potential Canadian com-
petitor of Crown Zellerbach Corporation, has a mill at Powell River,
80 miles north of Vancouver, British Columbia, Canada, at which
it produces about 150,000 tons of newsprint paper per year. About
90,000 tons, or approximately 60 per cent of its output, is sold in
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the United States. George F. Steele (Inc.), of New York City,
is the sales agent for the Powell River Co. (Ltd.) for the entire
United States except California, Oregon, and Washington. Mr.
George F. Steele made a statement on October 1, 1929, that his
company had contracts covering the sale of about 75,000 tons per
ear. The Steele Co. has contracts with 40 publishers located in
%‘exas, Louisiana, Oklahoma, Colorado, Nebraska, New Mexico,
Arkansas,and Kansas. Direct information from one of the publisher
customers of the Powell River Co. (Ltd.) indicates that sales were
made by this company for shipment to Oklahoma at $2.46 per
hundredweight ($49 20 per ton) free on board mill. The freight
rate from Powell River to this customer is 79 cents per hundred-
weight or $15.80 per ton, making a delivered cost of $65 per ton.
From the above facts it would seem that the Powell River Co. (Ltd.)
does not offer very substantial competition to the Crown Zellerbach
Corporation in the Pacific Coast States. :

The imports from Canada during 1929 were equivalent to 57.8 per
cent of the estimated total consumption in the United States. Fol-
lowing the announcement of a contract between the International
Paper Co. and the Newspaper & Magazine Paper Corporation, the
purchasing organization for the Hearst papers, in October, 1928,
which, to a large extent, determined the contract price for all news-
print sold in the territory covered by the International, the leading
manufacturers of Canada, at the instance of the Prime Ministers,
the Hon. L. A. Taschereau, of the Province of Quebec, and the Hon.
Howard Ferguson, of the Province of Ontario, organized the News-
print Institute of Canada. The institute has been termed an “in-
voluntary association ” organized to carry out the mandates of the
premiers. Its purposes.are to restrict production to the quantity
sold, allocate orders received to the constituent mills on the basis
of rated daily capacity, and to fix prices. It is understood that all
Canadian companies, except the Canadian International Paper Co.,
the Spruce Falls Power & Paper Co. (Ltd.), and the Ontario Paper
Co. (Ltd.), and the two Pacific coast companies joined the institute.
The Ontario Paper Co. (Litd.) is owned by and sells its entire output
of newsprint to the Chicago Tribune. The New York Times owns
49 per cent of the capital stock and takes practically all of the output
of the Spruce Falls Power & Paper Co. (Ltd.). The institute con-
trols about 69 per cent of the newsprint paper produced in Canada.
During the first nine months of 1929 the members of the institute
sold approximately 1,100,000 tons of newsprint to publishers in the
United States. This quantity was equivalent to nearly 40 per cent
of the estimated total consumption of newsprint in the United
States. Unsuccessful efforts were made to induce the Canadian
International Paper Co., a subsidiary of the International Paper
Co., to join the institute. Strenuous efforts were also made by the
premiers of Ontario and Quebec to have the International Paper
Co. and the Newspaper & Magazine Paper Corporation the pur-
chasing organization for the Hearst papers, agree to an advance
in the price of newsprint paper in the International-Hearst con-
tract. Their effort resulted in the parties drawing up a new con-
tract which was executed on February 26, 1929, retroactive to
January 1, at prices about $5 per ton higher than the original
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International-Hearst contract. The prices stated in the revised con-
tract were as follows:

Per ton free on board mill, freight allowed to—

Boston, Albany, Rochester, and Syracuse $61. 50
New York, Baltimore, Washington, Detroit, Chicago, and Pitts-

burgh i 2. 6200
MAWaRKest . - le ted s SAE b g oottt ol Lt LV Tl oty et BUpd B A 61. 00
Omaha and Kansas City 63. 00
Atlanta___ 64. 00
San Antonio, Tex_______ = ARt 67.70

At the same time the Hearst organization entered into new con-
tracts with the Anglo-Canadian Pulp & Paper Mills (Ltd.) and the
Brompton Pulp & Paper Co. (Ltd.) at prices substantially lower
than those named in previous contracts with these two companies.
The reduction Hearst obtained in these new contracts through the
two Canadian companies offset the increase in the revised contract
with the International Paper Co. Immediately following the execu-
tion of the revised Hearst contract, the International Paper Co.
notified its other customers what their prices for 1929 would be,
and offering them a new 5-year (1929-1933) contract, the price for
1929 to be the same as the Hearst contract price. The International
Paper Co. was to advise its customers of the price for each subse-
quent year on or before November 30 of the preceding year. The
country was divided into zones and a delivered price named for
publishers in each zone reflecting as near as practicable the Hearst
price. »

Prior to November 30, 1929, the date on which 1930 prices were to
be announced, the Newsprint Institute of Canada and Prime Min-
isters Taschereau, of Quebec, and Ferguson, of Ontario, began their
efforts to have newsprint prices increased. The premiers used the
same coercive methods to induce the International Paper Co. to in-
crease its prices as were used in the latter part of 1928. However,
the International Paper Co. refused to increase its prices at that time.

The paper committee of the American Newspaper Publishers
Association has been negotiating with representatives of the News-
print Institute of Canada in an effort to stabilize newsprint. During
these negotiations the institute submitted a proposal to the pub-
lishers providing for a gradual increase of $5 per ton of newsprint
spread over three years (1931-1933). Although the matter is still
unsettled, it is apparent that there will be no increase in prices
prior to 1931.

The International Paper Co. on April 30, 1929, had financial
investments in five companies publishing 14 newspapers. The total
amount involved in these investments was $10,849,700. In each in-
stance, in consideration of the financial aid, the publications con-
tracted with the International Paper Co. for their newsprint re-
quirements. The total tonnage of newsprint paper contracted for
because of the International Paper Co.’s financial aid was 62,725 tons
annually. The Chicago Daily News, in which the International
Paper Co. had invested $250,000, was already under contract with
the International Paper Co. for 42,500 tons of newsprint annually,
so that that contract was not procured because of the investment,
although it may be retained because of it. Since this investigation
was started the International Paper Co. had disposed of practically
all of its securities in publishing companies.
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CONCLUSIONS

The following conclusions may be drawn from the facts dis-
closed in the detailed report:

1. There is no company selling newsprint paper in the eastern
part of the United States with a sufficient proportion of the business
to constitute a monopoly.

2. The possible monopoly, or tendency toward monopoly, by the
Crown Zellerbach Corporation of the newsprint paper business in
the Pacific Coast States and the acquisition by the Crown Zellerbach
Corporation of the capital stock of the Crown Willamette Paper
Co., while controlling the Washington Pulp & Paper Co., are sub-
ject matters of a case now being further investigated by the
commission.

8. No evidence was found of any practices of the domestic manu-
facturers and distributors of newsprint paper showing unlawful
discriminations against the publishers of small daily and weekly
newspapers or that constitute violations of the antitrust laws.

4. While the International Paper Co. sells only about 20 per cent
of the newsprint paper consumed in the United States, other do-
mestic manufacturers generally follow its lead in making newsprint

rices.

4 5. The contracts entered into on February 26, 1929, between the
International Paper Co. and the Newspaper & Magazine Paper
Corporation, purchasing organization for the Hearst newspapers, and
between the Hearst organization and each of the two Canadian
companies, viz, the Anglo-Canadian Pulp & Paper Mills (Ltd.) and
the Brompton Pulp & Paper Co. (Ltd.), resulted from the several
agreements and understandings, reached at various conferences, be-
tween and/or among representatives of the Hearst organization, the
International Paper Co., the Hon. L. A. Taschereau, Prime Minister
of the Province of Quebec, and the Hon. G. Howard Ferguson, Prime
Minister of the Province of Ontario. The two prime ministers were
acting on behalf of the newspaper manufacturers of their respective
provinces. The purpose and the effect of the several agreements and
understandings were to fix and establish the contract price of news-
print paper. The International Paper Co. was induced to agree to
an increase in the price of newspaper to the Hearst papers by threats
of disciplinary action on the part of the prime ministers.

6. It 1s believed that the Newsprint Institute of Canada, if formed
and existing in the United States, would be in violation of the anti-
trust laws, including the antitrust provisions of the Wilson Tariff
Act, which read, in part, as follows:

Every combination, conspiracy, trust, agreement, or contract is hereby de-
clared to be contrary to public policy, illegal, and void when the same is made
by or between two or more persons or corporations either of whom, as agent or
principal, is engaged in importing any article from any foreign country into
the United States, and when such combination, conspiracy, trust, agreement, or
contract is intended to operate in restraint of lawful trade of free competition
in lawful trade or commerce, or to increase the market price in any part of the
United States of any article or articles imported or intended to be imported
into the United States, or of any manufacture into which such imported articles
enter or is intended to enter. (Comp. St., 8831.)

The Newsprint Institute of Canada is, however, a foreign combi-
nation and is not under the jurisdiction of the United States, unless
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it creates an agency in this country over which the Federal Govern-
ment could have jurisdiction. No such agency has been found to
exist in this country.

7. The International Paper Co. is the only manufacturer of news-
‘print paper which aided publishers to any appreciable extent in
financing newspaper publications. The evidence gathered in this
investigation tends to show that financial assistance was given in
consideration of securing long-term contracts to supply the pub-
lishers so financed with newsprint paper by the International Paper
Co. Since the beginning of this investigation the International
Paper Co. has disposed of practically all of its stock and other
securities in publishing companies.

RECOMMENDATIONS

The following recommendations are made:

1. That publishers of small daily and weekly newspapers, wher-
ever possible, “ set up machinery ” for purchasing their requirements
of newsprint on a cooperative basis in order to get the benefit of the
manufacturers’ contract prices for paper in shipments of carload lots.

2. That the United States Government, through the appropriate
departments, continue its experiments with the manufacture of
paper from farm waste products.

3. That the Government-owned timberlands and water-power sites
in Alaska be made available to domestic-owned companies on liberal
terms for the development of the paper industry in Alaska, having
in mind, of course, the conserving and perpetuating of these natural
resources. '

4. That the future activities of the Newsprint Institute of Canada
in relation to the sale of newsprint paper and the fixing of the mar-
ket prices in the United States be watched closely with a view to
remedial action if any agency is found to exist or is created within
the United States for the enforcement of such activities as may be
contrary to the antitrust laws of the United States.

O
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INVESTIGATIONS BY THE UNITED STATES TARIFF
COMMISSION

LETTER FROM THE CHAIRMAN OF THE UNITED STATES TARIFF
COMMISSION TRANSMITTING, IN RESPONSE TO SENATE RESO=-
LUTION NO. 315, A LIST OF ARTICLES WITH RESPECT TO WHICH
APPLICATIONS HAVE BEEN MADE PRIOR TO JULY 3, 1930, FOR
INVESTIGATIONS UNDER SECTION 336 OF THE TARIFF ACT OF
1930

JuLy 8 (calendar day, JurLy 9), 1930.—Ordered to lie on the table and to be
printed

Unitep StaTES TARIFF COMMISSION,

: Washington, July 9, 1930.
The PRESIDENT OF THE SENATE,
Washington, D. C.

Sir: In compliance with the provisions of Senate Resolution No.
315, dated July 3, 1930, there is submitted herewith a list of the
articles with respect to which applications have been made prior to
July 3, 1930, for investigations under section 336 of the tariff act of
1930, and for relief under other provisions of such act, together with
the names and addresses of the respective applicants.

The inclosed list is in three parts: (1) A list of articles covered by
applications from commercial firms, (2) a list of articles covered by
Senate resolutions, and (3) a list of requests by the Ways and Means
Committee for investigations.

By direction of the commission.

Respectfully,
E. B. Brossarp, Chairman.
8 D—71-Spec—vol 1—10
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INVESTIGATIONS BY UNITED STATES TARIFF COMMISSION

List of articles with respect to which applications have been made to the Tariff Com-
massion prior to July 8, 1930, for investigations under section 336 of the tariff act
of 1930, and for relief under other provisions of such act, together with the names
and addresses of the applicants

PArRT L—ARTICLES COVERED BY APPLICATIONS FROM COMMERCIAL FIRMS

Article

Nature of request

Name and address of applicant

Soups Decrease Campbell Soup Co., Camden, N. J.
‘Wool, wool waste, wool shoddy, | Adjustment....... The Carded Woolen Manufacturers Association,
wool rags, wool yarn, wool cloth, 146 Summer Street, Boston, Mass.
wool clothing, wool carpets and
wool rugs including wool now
admitted free of duty if used to
cover floors, but taxed under this
tariff if used to clothe the people.
Bentwood furniture Decrease. Joint application by—
Thonet Bros., 33 East forty-seventh Street,
New York City, N. Y.
Jacob & Josef Kohn & Mundus (Inc ), 1 Park
Avenue, New York City, N. Y
Penn Commercial Corporation, 538 Green-
wich Street, New York City, N
Astra Bent Wood Furniture Co., 352 West
Thirteenth Street, New York Clty, « Y.
Standard Bentwood Co., 627 Broadway.
New York City, N. Y.
%&eg t%emggfgé"" }Decrease......._._ Joint application by—
West Coast Vegetable Association of Nogales,
'8391 lelJ Street Building, Los Angeles,
ali
Associated Produce Dealers and Brokers of
Los Angeles, 293 Wholesale Terminal
Building. é
Ptx)enix Chamber of Commerce, Phoenix,
riz
Stanley Fruit Co.
NoNgaheMs Chamber of Commerce, Nogales,
Stearns Marketmg Co.
Burnard & Co.
Tlicson Chamber of Commerce, Tucson,
riz
Southern California Rec't Association.
F(Erleig’; Trade Club of Southern California
ne.).
Hospital Council of Southern California.
Southern California Hotel Association.
Crombie & Co., El Paso, Tex.
A. D. Neuman & Co., El Paso, Tex. .
El Paso Chamber of Commerce, E! Paso,
Tex.
Mittet Line & Net Co., 2024 Fifteenth Avenue
Hemp cords Tireie West, Seattle, Wash., and Haram & Wicks
Hemp Yarn. o ccoceomoaeenoeaneaes BOICASO. - oeevaenn Line Co., 1546 Leary Avenue, Seattle, Wash.
Maple sugar and maple sirup......|....- i (S T F S Tl}lg J ﬁh(l)l 9 Paton Co., 230 Park Avenue, New
ork City.
Pulpboard in rolls. do. Certain-teed Products Corporatxon, 100 East
Forty-second Street, New York Cit
Bamboo-handle toothbrushes. .. ..|..... {1 [, B o W, Takamine Corporatxon, 35-10 Thltty slxth Ave-
nue, Long Island City, N. Y
Para-chlormet: )| do. Lehn & Fink (Inc.), Bloomﬁeld N.J.




INVESTIGATIONS BY UNITED STATES TARIFF COMMISSION <

List of articles with respect to which applications have been made to the Tariff Com-
massion prior to July 3, 1930, for investigations under section 336 of the tariff act
of 1930, and for relief under other provisions of such act, together with the names
and addresses of the applicants—-Continued

PaRT IL—ARTICLES COVERED BY SENATE RESOLUTIONS

Article Senate resolution
LT e oy S SR s e S e L R R S R Senate Resolution No. 295.
B I AL o e i . i o Bt S o e e e e 5 58
dells. oo

DA NAEE L0018 - e it m st e m e S b e
Shoe lacings. Senate Resolution No. 308:
e e A NS L SO U (S T el Senate Resolution No. 309
Elramarineblige. se g o i
Umbrellas.... Ly
103 oy L SO RI AN ae SRS PR B L L L e PG o
Laces, lace fabrics, and Iace articles
Umbrellas and parasols; component parts of umbrellas and para;
frame, cover, and handle.

Senate Resolution No. 311,
Senate Resolution No. 312.

PArT III.—LIST OF REQUESTS BY THE VCYK’}‘,ISOI}\TI\&D MEANS COMMITTEE FOR INVESTI-

Request for investigation of the class of labor employed in the production of
coal in Russia, whether it is voluntary, convict, conscripted, indentured labor
under penal sanctions, or labor exacted under menace of penalty for its nonper-
formance and for which the worker does not offer himself voluntarily; what the
laws are in respect of the mining of this coal; the wages and hours of employment;
and any other relevant and useful information.

Request for investigation for the purpose of ascertaining what differential is
proper between the rates of duty on raw sugar and on refined sugar when imported
into the United States in order to establish the proper ratio between the two rates.

O
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REDUCTION AND LIMITATION OF NAVAL ARMAMENT

MESSAGE

FROM

THE PRESIDENT OF THE UNITED STATES

STATING

TOGETHER WITH HIS REASONS, THAT A COMPLIANCE WITH
SENATE RESOLUTION NO. 320, REQUESTING HIM TO TRANSMIT
TO THE SENATE ALL PAPERS AND DOCUMENTS TOUCHING THE
NEGOTIATION OF THE SO-CALLED LONDON NAVAL TREATY,
WOULD BE INCOMPATIBLE WITH THE PUBLIC INTEREST

JuLy 8 (calendar day, Jury 11), 1930.—Read; ordered to lie on the t'able and
be printed

To the Senate:

I have received Senate Resolution No. 320, asking me, if not
incompatible with the public interest, to submit to the Senate all
letters, cablegrams, minutes, memoranda, instructions, and disptaches,
and all records, files, and other information touching the negotiations
of the London naval treaty.

This treaty, like all other international negotiations, has involved
statements, reports, tentative and informal proposals as to subjects,
persons, and governments given to me in confidence. The Executive,
under the duty of guarding the interests of the United States, in the
protection of future negotiations, and in maintaining relations of
amity with other nations, must not allow himself to become guilty
of a breach of trust by betrayal of these confidences. He must not
affront representatives of other nations, and thus make future deal-
ings with those nations more’ difficult and less frank. To make
public in debate or in the press such confidences would violate the
invariable practice of nations. It would close to the United States
those avenues of information which are essential for future negotia-~
tions and amicable intercourse with the nations of the world. I am
sure the Senate does not wish me to commit such a breach of trust.

I have no desire to withhold from the Senate any information
having even the remotest bearing upon the negotiation of the treaty.
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No Senator has been refused an opportunity to see the confidential
material referred to, provided only he will agree to receive and hold
the same in the confidence in which it has been received and held
by the Executive. A number of Senators have availed themselves
of this opportunity. I believe that no Senator can read these docu-
ments without agreeing with me that no other course than to insist
upon the maintenance of such confidence is possible. And I take
this opportunity to repeat with the utmost emphasis that in these
negotiations there were no secret or concealed understandings,
promises, or interpretations, nor any commitments whatever except
as appear in the treaty itself and in the interpretive exchange of notes
recently suggested by your Committee on Foreign Affairs, all of which
are now in the hands of the Senate.

In view of this, I believe that to further comply with the above
resolution would be incompatible with the public interest.

HerBerT HOOVER.
Tae Waite Housg, July 11, 1930.

O
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PACKERS’ CONSENT DECREE OF 1920

LETTER

FROM

THE ATTORNEY GENERAL

TRANSMITTING

IN RESPONSE TO SENATE RESOLUTION NO. 275, CERTAIN INFOR-
MATION RELATIVE TO THE SO-CALLED PACKERS’ CONSENT
DECREE OF 1920

Jury 21, 1930.—Ordered to lie on the table and be printed

DEPARTMENT OF JUSTICE,
Washington, D. C., July 11, 1930.

To the PRESIDENT OF THE SENATE OF THE UNITED STATES:

I have before me Senate Resolution No. 275 of the Seventy-first
Congress, second session, agreed to May 26, 1930, relating to the
so-called packers’ consent decree of 1920, and which resolution re-
quests me to report to the Senate concerning—

1. The extent to which the decree has been enforced since March
ég, 1928, when it was sustained by the Supreme Court of the United

tates.

2. The present efforts of the meat packers to bring about modifica-
tion of the decree.

3. The attitude of the Department of Justice with respect to the
petitions and the amended petitions of Armour & Co. and Swift &
Co., and the extent to which the Attorney General is opposing and
will oppose the efforts of the meat packers to destroy the packers’
consent decree.

4. Whether the Department of Justice is engaging and will engage
in a vigorous opposition to the modification of said decree, and whether
the Department of Justice is in charge of the defense of said decree
or whether it is now or intends to leave its defense to the efforts of
others outside the Department of Justice.

5. Whether or not the Department of Justice takes the attitude
that no effort will be made to enforce said decree, while a petition
for modification is pending, and whether the said Department of
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Justice is making efforts to enforce said decree before a judicial ruling
is made on said petition for modification.

6. Whether or not the Department of Justice takes the position
that the fight over the modification of the packers’ consent decree,
shall be conducted by the packers involved and the Wholesale Grocers’
Association, without active and vigorous control of the case by the
Department of Justice.

7. Whether the Department of Justice takes the attitude that the
packers’ consent decree should be fully maintained and enforced as
originally rendered, or whether it should be modified, and if the
department believes the decree should be modified, how and in what
manner, and to what extent.

The questions submitted are answered seriatim as follows:

1. The resolution refers to March 19, 1928, as the date when the
decree was sustained by the Supreme Court of the United States.
A decision was rendered by the Supreme Court of the United States
on that date in the case of Swift & Co. et al. ». United States
(276 U. S. 311) affirming the validity of the decree. That decision
did not fully open the way to proceedings to enforce the decree. Under
date of May 1, 1925, the Supreme Court of the District of Columbia
had entered an order suspending the operation of the decree until the
further order of the court after full hearing on the merits. That
order was made on the motion of the California.Cooperative Canneries,
which had been allowed to intervene. That order stood in the way
of any proceedings to enforce the decree until the decision of the
Supreme Court in United States ». California Cooperative Canneries
(279 U. S. 553), which was rendered May 20, 1929. It was not until
July 24, 1929, that the mandate of the Supreme Court was entered
in the Supleme Court of the District of Columbia restoring the con-
sent decree to operative effect. Immediately thereafter, and in
August, 1929, the Swift and Armour groups of defendants filed peti-
tions askmg for modification of the original consent decree. Since
that time our efforts have been directed toward disposing of the
petitions for modification. It is so unlikely that the court will take
steps to compel the defendants to dispose of their various holdings in
obedience to the decree while the petitions for modification are
pending and undisposed of, that we have not felt it worth while to
make any such application.

2. The petitions for modification of the decree above referred to
were considered by the court on February 27, 1930, on motions of
the Wholesale Grocers’ Associations to dismiss the pebitions for want
of jurisdiction of the court to entertain them and on the ground that
they did not state facts sufficient to justify modification. While
the court had these motions under conmsideration the petitioning
defendants amended their petitions, altering and expanding them in
substantial respects. The motions were renewed as to the amended
petitions and on June 28, 1930, these motions were overruled and the
petltlons now await a hearmg on the merits. In response to our
motion that the case be set for hearing on the earliest date possible,
the court has definitely set the hearlng for October 7 next.

3. With respect to the attitude of this department toward the
petitions of Armour & Co. and Swift & Co. for modification of the
consent decree, I have declined to entertain any suggestlon that I
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stipulate for any modification of this decree. I have taken the posi-
tion that the decree, although entered by stipulation and consent, is
a judicial decree, to be dealt with as such; that either by virtue of the
clause at the foot of the decree reserving jurisdiction or by virtue of
general equity powers, or both, the court has jurisdiction to entertain
a petition for modification on a proper showing; that because of the
importance of the matter involved and the conflicting interests, the
matter should be fully heard on the merits by the court and no modi-
fication of the decree made unless on such a judicial hearing and
without any stipulation by or consent from the United States, the
evidence presented justifies, upon application of accepted principles
of law and equity, some modification. :

The public interest requires that the application for modification
be expedited in every way and disposed of as soon as possible, and it
has for that reason seemed to me that technical objections to the
jurisdiction or the sufficiency of the petitions were not advisable
and the ultimate disposition of the petitions would be expedited by
a hearing on the merits as soon as possible,and it was for that reason
also that the Government did not join in the objections to the peti-
tions for want of jurisdiction or for insufficiency of their allegations,
Conflict of interest, asserted by livestock growers on the one hand
and wholesale grocers on the other, is only one phase of the matter.
As said by Justice Bailey in his recent opinion overruling the Whole-
sale Grocers’ motions, the petitions for modification involve questions
of such economic and financial complexity that their effect can be
determined with much more certainty after a full hearing on the
merits. It is advisable that all parties to the litigation be given the
fullest opportunity to present their proof.

I have filed answers to the petitions denying their allegations and
challenging the defendants to strict proof. As soon as the petitions
for modification were filed this department entered upon an investiga-
tion of the pertinent facts and has been bending its efforts toward a
complete and accurate presentation to the court of all discoverable
facts bearing on the application. It is my intention to present to
the court every justifiable argument and fact which tends to the
conclusion that the decree should not be modified. I have no doubt
that those who are interested in obtaining modification will present
to the court all the evidence and arguments which tend to support
their position. While welcoming any assistance which may be given
by any of the parties to this litigation in the presentation of the case
to the court, I have no intention of leaving the conduct of the case
to others outside of the department. It is obviously the duty of
those in the Department of Justice in charge of this case to take an
active part in its presentation and to leave nothing undone to present
the matter fully to the court.

The questions presented in paragraphs 4, 5, and 6 of the resolution
are covered by what has been said above.

With respect to paragraph 7 of the resolution, I may say that it
has been the uniform practice of the Attorney General to refrain
from expressing opinions on legal questions pending for decision in
the courts. The question whether this decree should or should not
be modified is a judicial question awaiting decision in this litigation.
Any expression of opinion from me as to what disposition the court
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ought to make of the petition, particularly in advance of obtaining
all the evidence and a full disclosure of the case, would be inappro-
priate. Whatever evidence is available in opposition to the petitions
will be presented to the court and whatever arguments are open to
the Government in opposition to the petition will likewise be presented
as completely and effectively as possible.
Respectfully,
Wirriam D. MiTcHELL,
Attorney General.
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