


We thousht that we might best serve this Committee
at this stage of its inquiry by reviecwing the materlals
in our newsprint industry files (which I might add date
back to 1916) and the published materials, then briefly

summarizing the background information that we found.

First Commission Investigatlon.
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Third Commission Investigation.
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consent decree of United States v. George A. llead, et al.,

(D.Ce N.Y., 1917), against newsprint manufacturers. The

Federal Trade Commission report, submitted to the Department
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two of the eight individual defendants and fourteen of the

forty-five corporate defendants were still selling newsprint.
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against The Blotting Paper Manufatturers Association, et al,,

Docket 6107, and Paper Shipping Sack Manufacturers Association,
et al., Docket 6476,

On January 13, 1954, the staff recommended that the
Commlisslon close the file against American Paper & Pulp

Assoclation and its members as a result of the disposition
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Justice Department Investigations.

The history of Commission investigations in the

newsprint fleld illustrates close cooperation between the
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in 1914. The two law enforcement agencies have worked

hand=-in-hand since 1916, I have mentioned early Justice

Department proceedings based upon Commission lnvestigations.



After conferences with the State Department and the
Canadian Government, the subpoenas were withdrawn with
respect to documents physically located in Canada.

In 1947, the Province of Ontario passed a statute

making 1t a criminal offense for any records to be taken
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result of the Department of Justice proceedings.
Mr. Drew of the Ontario legislature stated:

"If the Attorney-General of the United
States does in fact believe that there has been
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congressional lnvestigations.

In addition to the Department of Justice and Federal
Trade Commission investigations, a number of Congressional
commlttees have studied the newsprint problem in recent years.

Botﬂ'the 1917 and the 1930 reports of the Federal Tradc
Commlission on the newsprint industry were made at the request
of the United States Senate.

In 1920 the Senate Committee on Manufactures held

hearings on the newsprint paper Industry. In the same year,
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by the Secretarv of Commerce on Diatribuition and Conayymnts on



on newsprint supply and distribution (in 1947 and 1943),

and in 1949 issued a final report, Tﬁis study was concerned
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due to the newsprint shortage.
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with respect to the newsprint industry's pricing methods,
In 1928, International Paper Company had established
zone pricing east of the Mississippi. Many other mills
prior to the NRA period absorbed full freight to the
destinatlion or had absorbed freight at least up to a
fixed amount,
On June 16, 1933, the National Industrial Recovery

Act was passed, and immedilately, the newsprint manufh cturers
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A preliminary code of falr competition for the newsprint
industry was signed by the President on November 17, 1933,

but this did not provide for flxed prices for newsprint.
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for the Newsprint Industry in 1934 to the NRA Administrator,

but were not approved. These recommendations contained a
zone system of pricing which was adopted by substantially
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$1.00 per ton port allowance. Port prices were the same

at all ports deslgnated, no matter where they were located,
but not all seaports were designated as "ports" for pricing
purposes, ' '

How was the base price determined? The base price, or
zone 4 price, was $1.00 more than the delivered price at
New York City, or the "port price." The New York price
apparently was composed of the priée of newsprint f.o.b,
Three Rivers, Quebec, plus the rall carload freight from

Three Rivers to New York. The f.o.,b, price at Three Rivers
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in Prices and Price Indexes. The delivered price to any

United States zone from a shipping point in Canada or the
United States apparently was computed on the basls of the

Three Rlvers price plus rail freight to New York plus or



rhoncos in freieht rates. and the cxchanre rate betuween

Un{ted States and Canadlan dollars varied from time to tiuc.
When the zonegs were filrst establisled, the price

differentials probably reflected average delivery cost of

newsprint mills shipping to various destinations. DBut
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cxisting zone system, thereforc, does not reflect changes
in transportation costs except to the extcnt that rate

increases from Three Rivers to llew York rcflect rate
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Trade Comilssion since the 1950 antimerger amendment have
been in the paper industry. These are Crown Zellerbach,30r~~
Scott Paper, and International Paper Company.

At thls time the Commission is considering additional
Information brought to its attention concerning newsprint
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Commilgsion stands ready to cooperate with the Congress in
whatever respects may be considered desirable for a solution

of this important national problem,



