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Complaint 47F. T. C. 

IN THE MATTER OF 

UNITED PRESSED PRODUCTS COMPANY ET AL., TRAD­
ING AS CARRON MANUFACTURING COMPANY 

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION 
OF SEC. 5 OF AN AC'.r OF CONGRESS APPROVED SEPT. 26, 1914 

Docket 5"131. Oom11laint, Jan. 1l, 1950- Decision, Oct. 24, 1950 

Where a corporation and its three officers, engaged in the mRnufacture and 
interstate sale and distribution of crystal radio sets, among other things, 
to dealers and to the purchasing public-

(a.) ltepresented in adl•erti~>ing folders, circulars, and other advertising 
media that theiL· said sets had a reception range of from 25 to 50 miles 
through the statement "Grmran teecl reception from 25 to 50 miles from any 
good broadcasting station, anrl in many cases longer distances can be 
pulled in provided you follow ins tructions as to aerial ancl ground on each 
set"; ancl 

(11) Represented that in case the aerial used is longer than 50 feet, a "200 MMF 
( .002 l\1FD} condenser" placefl between the aerial and aerial connection 
would improve the reception of the set by separating the broadcasts 'from 
various sta tions 

The facts being that under ordinru:y and usual conditions their said sets would 
provide reception only for powerful local stations ; and the use of a con­
.(lenser as advocatecl by t11em would not improve the selectivi ty but, on the 
cont•·ary, would decrease it in some cases ; 

With effect of misleading and deceiving a substantial portion of the purchasing 
public into the erroneous belief that sueh statements were true, and of 
causing it thereby to purch~tse substantial quantities of their said sets, and 
witb tendency and capacity so to do: 

Helcl, '!'bat such acts and practices , under the circumstances set forth, were all 
to .t he injury and prejudice of the pnhlic, and constituted unfair and decep­
tive acts and practices in commer ce. 

M1'. Oha1·les S. Oox for the Commission. 
i1b. Sinwn II err, of Chicago, Ill., for respondents. 

CoMPLAINT 

Pursuant to the provisions of the Federal Trade Commission Act, 
and by virtue of the authority vested in it by said act, the Federal 
T rade Commission, having reason to believe that United Pressed 
Products Co. , a corporation, ancl Harry Raffies, .Frank Raffles, and 
Julius Rafilcs, individually and as oHicers of said United P ressed 
Products Co., a corporation, hereinafter referred to as respondents, 
have violated the provisions of said act, and it appearing to the Com-
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mission that a proceeding by it in respect thereof would be in the 
public interest, hereby issues its complaint stating its charges in that 
respect as follows : 

PARdOUAPII 1. Respondent, United Pressed Products Co., is a cor­
poration, organized, existing and doing business under and by virtue 
of the laws of the State of Illinois. Respondents, H arry Raffies, 
Frank Raffles, and Julius Raffles are president, vice president, and 
secretary, respectively, of the corporate respondent, and as such officers 
dominate, direct, and control the policies of the corporate respondent. 
Respondents trade under the mune Carron Manufacturing Co., 415 
South Aberdeen Street, Chicago, Ill., and have an office and principal 
place of business at ±15 South Aberdeen Street, Chicago, Ill. Re­
spondents for more than 3 years last past have been engaged in the 
business of manufacturillg and seJling, among other things, crystal 
radio sets. 

P AR. 2. In the course and conduct of their said business and trad­
ing as The Carron Manufacturing Co., respondents sell and distribut~ 
said crystal radio sets to dealers for resale and to buyers among the 
purchasing public. Respondents cause, and for more than 3 years 
last past have caused, their said products, when sold, to be transported 
from their place o.f busi11ess in Chicago, Ill., to purchasers thereof 
loc1~ted in various olher SLates of the United States. Respondents 
maintain, nnd n.t all times mentioned herein have maintained a course 
of trade in said product, in commet:ce, among and between varions 
States of the United States. 

PAn. 3. In the course and conduct of their said business and for the 
purpose of inducing the purchase of said crystal radio sets, respond­
ents have made certain statements in advertising folders, circulars 
and other advertising media with r espect to the performance of said 
crystal radio sets, typical of which are the following: 

Guaranteed reception from 25 to 50 miles from any good l>roa<lcnsting station, 
a nd in ronny cases longer distances can be pulled in provided you follow instruc­
tions as to aerial and ground on each set. 

Attached to said sets is a direction card upon which is presented, 
among other things, the following : 

• • • If aerial is longet· than 50 feet in length, for maximum separation 
of stations, use 200 MMF ( .0002 MFD) condenser between aeriul and aerial 
connection on set. • • • 

PAIL 4. Through the use of the foregoing statements, respondents 
represented that their said radio set has a r eception range of f rom 
25 to 50 miles and greater distances, and that in case the aer·ial used 
is longer than 50 feet a "200 MMF (.0002 MFD) condenser" placed 
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between the aerial and aerial connection will improve the reception 
of the set by separating the broadcasts from various stations. 

PAR. 5. The aforesaid statements and representations are false, mis­
leading and deceptive. Under ordinary and usual conditions re­
spondents' said radio set does not have a reception range of 25 to 50 
miles and will provide reception only for powedul local stations. 
T he use of a condenser as advocated by respondents will not improve 
the selectivity of the set but on the contrary decreases its selectivity 
in some cases. 

PAR. ·6. The use by respondents o£ the representations, hereinabove 
set forth has a tendency and capacity to, and does, mislead and deceive 
a substantial portion of the purchasing public into the erroneous and 
mistaken belief that such statements, representations and claims are 
true and causes and has caused a substantial portion of the purchasing 
public, because of such mistaken belief to purchase substantial quan­
tities of respondents' said crystal radio sets. 

P AR. 7. The aforesaid acts and practices of respondents, as herein 
alleged, are all to the injury and prejudice of the public and constitute 
unfair and deceptive acts and practices in commerce within the intent 
and meaning of the Federal Trade Commission Act. 

REPORT, FINDINGS AS TO TilE F AC'l'S, AND ORDER 

Pursuant to the provisions of the F ederal Tr ade Commission Act, 
the Federal Trade Commission, on J ahuary 11, 1950, issued and sub­
sequently served its complaint in this proceeding upon the respondent, 
United Pressed P roducts Co., a corporation, and respondents, H arry 
Raffles, Frank Raffles, and Julius Rnffies, individually and as officers of 
such corporation, charging them with the use of unfair and deceptive 
acts and practices in commerce in violation of the provisions of that 
act. After the filing by respondents of their answer to the complaint, 
the Commission, on March 10, 1950, granted respondents' motion for 
permission to withdraw said answer and to substitute therefor an 
answer admitting all the material allegations of fact set forth in the 
complaint and waivi11g all intervening procedure and further hear­
ings as to said facts, which substitute answer was duly filed in the 
office of the Commission. Therea:fter, the proceeding regularly came 
on for final hearing before the Commission on the complaint and sub­
stitute answer; and the Commission, having duly considered the 
matter and being now fully advised in the premises, finds that this 
proceeding is in the interest o:£ the public and makes this its findings 
as to the facts and its conclusion based thereon. 
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FINDINGS AS TO THE FAC'l'S 

P ARAGRAPII 1. Respondent United Pressed Products Co. is a cor­
poration organized, existing and doing business under and by virtue 
of the laws of the State of Illinois. Respondents Harry Raffi.es, Frank 
Raflles, and Julius Raffles are president, vice president, and secretary, 
respectively, of the corporate respondent, and as such officers domi­
nate, direct, and control the policies of the corporate respondent. 
Respondents trn.de under the name Carron Manufacturing Co., 415 
South Aberdeen Street, Chicago, Ill., and have an office and principal 
place of business at 415 South Aberdeen Street, Chicago, Ill. Re­
spondents for more than 3 years last past have been engaged in the 
business of manufacturing and selling, among other things, crystal 
radio sets. 

PAR. 2. In the course and conduct of their said business and trading 
as the Carron Manufacturing Co., respondents sell and distribute 
said crystal radio sets to dealers for resale and to buyers among the 
purchasing public. Respondents cause, and for more than 3 years 
last past have caused, their said products, when sold, to be transported 
from their place of business in Chicago, Ill., to purchasers thereof 
located in various other States of the United States. Respondents 
maintain, and at all times mentioned herein have maintained a course 
of trade in said product, in commerce, among and between various 
States of the United Sta.tes. 

PAR. 3. In the course and conduct of their said business and for 
the purpose of inducing the purchase of said crystal radio sets, re­
spondents have made certain statements in advertising folders, circu­
lars and other advertising media with respect to the performance of 
said crystal radio sets, typical of which are the :following: 

Guamnteed reception from 25 to 50 miles from any good broadcasting sta­
tion, and in many cases longer distances can be pulled in provided you follow 
instructions as to aerial and ground on each set. 

Attached to said sets is a direction card upon which is presented, 
among other things, the following: 

• • • If aerial Is longer than 50 feet in length, for maximum separation 
of stations, use 200 MMF (.0002 MFD) condenser between aerial and aerial 
connection on set. • • • 

P An. 4. Through the use of the foregoing statements, respondents 
have represented that their said radio set bas a reception range of 
from 25 to 50 miles and greater distances, and that in case the aerial 
used is longer than 50 feet a "200 MMF ( .0002 MFD) condenser" 
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placed between the aerial and aerial connection will improve the re­
ception of the set by separating the broadcasts from various stations. 

PAR. 5. The aforesaid statements and representations are false, mis­
leading and deceptive. Under ordinary and usual conditions re­
spondents' crystal radio set does not have a reception range of 25 to 
50 miles and will provide reception only for powerful local stations. 
The use of a condenser as advocated by respondents will not improve 
the selectivity of said sets but on the contrary decreases its sel~ctivity 
in some cases. 

PAR. 6. The use by respondents of the representations hereinabove 
:set forth has a tendency and capacity to, and does, mislead and de­
~cive a substantial portion of the purchasing public into the erroneous 
and mistaken belie£ that such statements, representations and claims 
are true and causes and has caused a substantial portion of the pur­
chasing public, because of such mistaken belief, to purchase substantial 
quantities of respondents' said crystal radio sets. 

CONCLUSION 

The aforesaid acts and pt·actices of respondents, as herein found, 
are all to the injury and prejudice o£ the public and constitute unfair 
and deceptive acts and practices in commerce within the intent and 
meaning of the F ederal Trade Commission Act. 

ORDER TO CE.\SE AND DESIST 

This proceeding having been heard by the Federal Trade Commis­
sion upon the complaint of the Commission and the answer of re­
spondents, in which answer respondents admit all of the material 
allegations of fact set forth in the complaint and waive all intervening 
procedure and further hearings as to said facts, and the Commission 
having made its findil1gs as to the facts and conclusion that respond­
ents have violated the provisions of the F ederal Trade Commission 
Act: 

It is O?'de?'ed, That respondent United Pressed Products Co., a 
corporation, and its officers, agents, representatives, and employees, 
and respondent Harry Raffies, Frank R affles, and Julius Rallies, and 
their agents, representatives, and employees, directly or through any 
corporate or other device, in connection with the offering for sale, sale, 
or distribution of respondents' crystal radio receiving sets in commerce, 
as "commerce" is .defined in the Federal Trade Commission Act, do 
forthwith cease and desist from: 
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(1) Representing that under ordinary and usual conditions respond­
ents' radios have a receiving range of from 25 to 50 miles or greater 
distnnces, or otherwise representing thnt the ordinary and usual receiv­
ing range of such sets is in excess of their actual capacity to provide 
reception only for powerful, local broadcasting stations. 

(2) Representing that respondents' r adios will afford increased 
selectivity by use of a condenser. 

I t is further o1·de1•ed, That the respondents shall, within 60 days 
after service upon them of this order, file with the Commission a 
report in writing, setting forth in detail the manner and form in 
which they have complied with tlus order. 
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I N THE MATTER OF 

JAMES H. ·CHRISTIE DOING BUSINESS AS UNITED 
SURVEYS 

COMPLAINT, FINDINGS, AND ORDERS IN REGARD TO THE ALLEGED VI OLATION 
OF SEC. 5 OF AN ACT OF CONGRESS APPROVED SEPT. 26, 1914 

D ocket 5'"130. Oom1Jlaint, JOin. 5, 1950-Deoision, Oct. 26, 1950 

As respects a practice which may delude aud defi·aud others, the fnct that a 
particular victim Is no longer, or never was, angry, does not and cannot 
excuse the continuance of such a practice. 

Where an individual engaged in the interstate sale and dist1·ibution in combina­
tion offers of books, including the New Standard Encyclopedia, Funlt & 
Wagnall's Dictionary, Children's Classics, New International Atlas, and 
Duo-Tone Classics, through personal solicitation by his agents who were 
compensated solely by a commission on each sale, and whom l1e supplied w ith 
descriptive folders, and stretchers showing the bindings of book sets-

(a) Represented through his said agents that his combination offer was an in­
t roductory one for advertising purposes, and was at a reduced pt·ice which 
was substantially lower than the usual and regular selling price, and con­
stituted a special offer extended only to selected persons in the particular 
community ; 

The facts being that said offer constituted his regular and customary way of 
merchandising, was made at the regular price, and was open to any one able 
to pay for the books; and 

(b) Falsely r epresented, t hrough statements in his purchase contracts and 
through his agents, that certain books were given f1·ee or without cost as 
premiums or bonuses to the purchaser when the cost of the encyclopedia was 
fully paid; 

When in fact any book or books so included in the purchase conh·act was paid 
for by the purchaser when be paid the combination offer price; 

With tendency and capacity to mislead and deceive a substantial portion of the 
purchasing public into the mistaken belief that such representations were 
true, whereby it was induced to purchase substantial quantities of his said 
books: 

He~a. That such acts and practices, under the circumstances set forth, were all 
to the prejudice and injury of the public, and constituted unfair and decep­
tive acts and practices in commerce. 

In said proceeding the fact that various purchasers of respondent's books were 
satisfied with those purchased, the terms of the sale, or the sales talk pre­
ceding the sale, was immaterial, since, if the terms or conditions of sale 
were misrepresented were believed and purchases made thereon, the injury 
to the public and from the public standpoint had occurred, was present and 
would reoccur. 

As respects other charges in the complaint, there was no evidence that respond­
ent's offer was represented as for a limited time only, nor was there sub-
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stantial evidence that respondent, through his agents or otherwise, repre­
sented that if the supplements published to keep the encyclopedia up-to-date 
were purchased, the encyclopedia itself .would be given without additional 
charge and as a gratuity; it appearing, as respects some slight evidence that 
two prospective purchasers received the latter impression when respondent's 
agent first began his sales talk, the substantial evidence was that all con­
cerned knew they were buying and paying for the encyclopedia as well as the 
supplements before the contract was signed. 

As regards the charge in the complaint that respondent falsely represented 
through the use of the trade name "United Surveys" that he was engaged in 
the business of malting surveys for various publications: while sat<l name 
might reasonably so imply, there was no evidence that such implication was 
conveyed, the evidence, on the contrary, being practically unanimously that 
no such impression was 1·eceived. 

Before Mr. Fmnlc Bie1•, trial examiner. 
Mr. J. W. B1·ookjield, Jr., for the Commission. 
Mu1•phy & Bantz, of Spokane, Wash., for respondent. 

CoMPLAINT 

Pursuant to tho provisions of the Federal Trade Commission Act, 
and by virtue of the authority vested in it by said act, the Federal 
Trade Commission having reason to believe that J ames H. Christie, 
individually and trading as United Surveys, hereinafter referred to 
as respondent, has violated the provisions of said Act and it appear­
ing to the Commission that a proceeding by it in respect thereof would 
be in the public interest, hereby issues its complaint stating its charges 
in that respect na follows: 

PAUAORAPII 1. Respondent James H. Christie is an individual trad­
ing and doing business as United Surveys with his office and principal 
place of business located at 913 First A venue in the city of Spoka~e, 
Wash. Respondent is now and for more than 2 years last past has 
been engaged in the sale and distribution of books including among 
others the New Standard Encyclopedia, Funk & Wagnall's Diction­
ary, Duo-Tone Classics, and New International Atlas. 

PAn. 2. In the course and conduct of his business respondent causes 
his books when sold to be transported from his place of business in the 
State of Washington to purchasers thereof at their various locations 
in other States of the United States. Respondent maintains and at 
all times mentioned herein has maintained a course of trade in his 
said books in commerce among and between the various States of the 
United States. 

PAn. 3. In the course and conduct of his business, and for the pur­
pose of promoting the sale of said books, respondent has made many 

n 
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statements and representations to prospective plll'chasers of said books 
in advertising matter and by means of r epresentations of his sales­
men. Among and typical of such statements and representations are: 

1. That respondent is engaged in making surveys for various pur­
poses. 

2. That respondent is not selling the encyclopedia but if the loose­
leaf supplements published for the purpose of keeping the encyclo­
pedia up to date are purchased, the encyclopedia will be given with­
out additional charge and as a gratuity. 

3. That certain books are given ·without cost to the purchaser when 
the cost of the supplements is fu1ly paid for. 

4. That the combination offer of the supplements and encyclopedia 
is an introductory offer for advertising purposes; is at a reduced price 
and substantially lower than the usual and regular se1ling price for 
the books and that this offer is a special oifer for a limited time only. 

5. That the combination is offered only to selected persons in each 
area. 

PAR. 4. The aforesaid statements and representations are false, mis­
leading and deceptive. In truth and in fact, respondent was not and 
is not engaged in making surveys of any sort or nature, his business 
being solely that of selling books for profit. Respondent is actually 
engaged in selling the encyclopedia and the loose-lea£ supplements 
and the price represented as being the price charged for the supple­
ments includes the charge for the encyclopedia. Any book or books 
sent to a purchaser at the time of the completion of the payments on 
the contract of purchase are not given without cost but the cost thereof 
is included in the contract price. The combination offer at a certain 
price is not an introductory offer; is not for advertising purposes nor 
is it at a reduced or lower price but is the usual and regular price for 
which said combination is sold. The offer is not confined to selected 
persons in a particular area but is available to all persons who may 
desire to purchase, and there is no time l imit involved in such offers. 

PAR. 5. Respondent through the use of the trade name United Sur­
veys represents and has represented that he is engaged in the business 
of making surveys for various purposes. Such representation is false, 
misleading and deceptive. In truth and in :fact, said respondent 
makes no surveys o:f any kind or description, his business being that 
of selling books. 

PAR. 6. The usc by the respondent, directly and through his agents, 
of the foregoing false, misleading and deceptive RJ·atements and repre­
sentations has had, and now has, the tendency and capacity to mislead 
and deceive a substantial portion of the purchasing public into the 
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mistaken and erroneous belief that such statements and representa­
tions are true. As the result thereof the purchasing public has been 
induced to purchase and has purchased substantial quantities of 
respondent's books. 

PAR. 7. The aforesaid acts and practices of the respondent, as herein 
alleged, are all to the prejudice and injury of the public and constitute 
unfair and deceptive acts and practices in commerce within the intent 
and meaning of the Federal Trade Commission Act. 

DEOISION OF ·'riiE CoMl\HSSION 

Pursuant to Rule XXII of the Commission's Rules of Practice, and 
as set forth in the Commission's "Decision of the Commission and 
Order to File Report of Compliance," dated October 26, 1950, the 
initial decision in the instant matter of Trial Examiner Frank Hier, 
as set out as follows, became on that date the decision of the Com­
mission. 

INITIAL DECISION 

By FRANK BIEn, Trial Examiner 
Pursuant to the provisions of the Federal Trade Commission Act, 

the F ederal Trade Commission on J anuary 5, 1950, issued and sub­
sequently served its complaint in this proceeding upon r espondent 
James H. Christie, charging him with the use of unfair and deceptive 
acts and pnLctices in commerce in violation of the provisions of said 
act. After the issuance of said complaint and the filing of r espond­
ent's answer thereto, hearings were held at which testimony and other 
evidence in support of and in opposition to the allegations of said 
complaint were introduced before the above-named trial examiner 
theretofore duly designated by the Commission, and said testimony 
and other evidence were duly recorded and filed in tho office of the 
Commission. Therea.fter, the proceeding regularly came on for final 
consideration by said trial examiner on the complaint, the answer 
thereto, testimony and other evidence, proposed findings as to the facts 
and conclusions presented by all counsel; and said trial examiner, 
having duly considered the record herein, finds that this proceeding 
is in the interest of the public and ma.kes the following findings as to 
the facts, conclnsion drawn therefrom, and order: 

FINDINGS AS TO THE FAC'l'S 

PARAGRAPH 1. Respondent James H. Christie is an individual trad­
ing and doing business as United Surveys with his office and place 
<Of business located at !.)13 First Avenue, in the city of Spokane, ·w ash. 
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Respondent is now, and since 1946 has been, engaged in the sale and 
distribution of books, including, among others, the New Standard 
Encyclopedia published by the Standard Education Society of 130 
North Wells Street, Chicago, Ill., Funk & "\Vagnall's Dictionary, 
Encyclopedia of Cooking, Children's Classics, New International 
Atlas, and Duo-Tone Classics. 

P AB. 2. In the course and conduct of his business, respondent cause& 
his books, when sold, to be transported from his place of business in 
the State of Washington or, occasionally, from the binderies located 
in other States to purchasers thereof located in the Western States 
of the United States. Respondent maintains, and since 1946 has 
maintained, a substantial course of trade in his books in commerce 
between and among the various States of the United States. 

PAn. 3. Respondent sells his books through personal solicitation 
and persuasion by agents or representatives hired by him to devote 
their full time to his interests, who are compensated solely by a com­
mission on each sale. Respondent does no direct mail, radio or per­
iodical advertising. His agents are supplied by him with descriptive 
folders of each book offered, together with stretcher showing the 
bindings in the case of book sets. Respondent sells his books in com­
bination offers, the most usual of which comprises the ten volumes 
of the New Standard Encyclopedia, the 10-year supplements thereto 
and a book or books, such as the Funk & Wagnall's Dictionary or a 
cookbook. The standard price on this combination is $98.50, which 
may be paid in cash, in which case the agent's commission is $40, or 
on time in monthly installments, in which case the agent's commission 
is $36, when fully paid. Other combinations, not including the New 
Standard Encyclopedia or its supplements, are also offered and sold 
at various prices. 

PAn. 4. In the course and conduct ot his business, as hereinabove 
described, and for the purpose of promoting the sale of said books, 
respondent, through his agents, has made statements and representa­
tions to prospective purchasers that the combination offer of the 
encyclopedia and supplements is an introductory offer for advertis­
ing purposes; that such offer is at a reduced price which is substan­
tially lower than the usual and regular selling price for the books; 
that the offer was a special one extended only to selected persons in 
the particular community. 

PAn. 5. These representations were false, misleading and deceptive 
in that the combination offer of the New Standard Encyclopedia and 
its supplements is not an introductory offer for advertising purposes, 
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but is the regular and customary way of merchandising these pub­
lications and has been for a number of years; such offer is not at a 
reduced price, substantially lower than the usual and regular selling 
price, but is the usual and regular offer and price; such offer is not 
a special offer, nor is it made only to selected persons in a particular 
community but is open to anyone desirous of buying the books and 
able to pay for them. The only selection made by respondent's 
agents is on the basis of likelihood of sale and payment. 

PAR. 6. There is no evidence of any representations made by re­
spondent, either directly or through his agents, that respondent's 
offer was for a limited time only. 

PAR. 7. Respondent has also, through representations and state­
ments on his purchase contracts and through statements made by his 
agents, represented to prospective purchasers, to induce them to buy, 
that certain books are given free or without cost, as premiums or 
bonuses to the purchaser, when the cost of the encyclopedia is fully 
paid. 

Pt.n. 8. This representation is false, deceptive and misleading. Any 
book or books included in the contract for tlie purchase of the encyclo­
pedia and its supplements is paid for by the puxchaser when he pays 
the combination offer price. The cost is included therein. 

PAR. 9. There is no substantial evidence that respondent, through 
his agents or otherwise, represented that if the supp~ements published 
for the purpose of keeping the encyclopedia up to date were purchased, 
the encyclopedia itself would be given without additional charge and 
as a gratuity. There is some slight evidence that two prospective 
pm·chasers received this impression when respondent's agent first 
began his sales talk. ·vvhatever impression of this nature was con­
veyed or received was shortly corrected, however, and there is no evi­
dence that anyone purchased or contracted to purchase under such 
belief. The substantial evidence is that all knew they were buying 
and paying for the encyclopedia, as well as the supplements, before 
the contract was signed. 

P t.R. 10. There is no substantial evidence that respondent's agents 
represented they were making a survey of the community, educa­
tional or otherwise. The name "United Surveys," under which re­
spondent does business, might reasonably so imply but there is no evi­
dence that such implication was conveyed. On the contrary, the evi­
dence is practically unanimous that no such impression was received. 

Pan. 11. The use by respondent, directly and through his agents, of 
the false, misleading and deceptive statements and representations de-
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scribed in paragraphs 4, 5, 6 and 7 hereof has had, and now has, the 
tendency and capacity to mislead and deceive a substantial portion of 
the purchasing public into the mistaken and erroneous belief that 
such statements and representations are true, as a result whereof, the 
purchasing public has been induced to purchase, and has purchased, 
substantial quantities of respondenes books. 

CONCLUSION 

The fact that various purchasers of respondent's books were or are 
satisfied with the books purchased, the terms of the sale or the sales 
talk preceding it is immaterial. If the terms or conditions of sale 
were misrepresented, were believed and purchases made thereon, the 
injury to the public and from the public standpoint has occurred, is 
present and will reoccur. That a particular victim is no longer, or 
never was, angry does not and cannot excuse the continuance of a 
practice which may delude and defraud others . 
. The acts and practices of respondent, as hereinabove found, are all 
to the prejudice and injury of the public and constitute unfair and 
deceptive acts and practices in commerce within the intent and mean­
ing of the Federal Trade Commission Act. 

ORDER 

I t is ordered, That James H. Christie, his employees, representa­
tives or agents, trading under the name United Surveys, or under any 
other name, directly or through any corporate or other device, in con­
nection with the offering for sale, sale and distribution of books or 
other publications, of whatev~r nature, in commerce, as "commerce" 
is defined in the Federal Trade Commission Act, do forthwith cease 
and desist from representing, directly or by implication: 

1. That respondent's combination offer of the New Standard Ency­
clopedia and the supplements published for the purpose of keeping 
the encyclopedia current is an introductory or special offer for adver­
tising purposes. 

2. That such offer is at a reduced or special price, substantially 
lower than the usual or regular selling price, for the books and pub­
lications included therein. 

3. That such offer is made only to selected persons in a particular 
community or area. 

4. That any other books or publications are given without cost 
to the purchaser when the price of the offer has been fully paid. 
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ORDER TO FILE REPORT Ol' COl\lPLIANCE 

I t is ordered, That tho respondent, James H . Christie, shall within 
60 days after service upon him of this order file with the Commission 
n report in writing setting forth in detail tho manner and form in 
which he has complied with the order to cease tmd desist [as required 
by said declaratory decision and order of October 26, 1950.] 

Commissioner Springarn not participating. 
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IN THE MATTER OF 

EUGENE D. PETREY TRADING AS REMBRANDT STUDIO 
AND GOLDCRAF'T PORTRAIT STUDIO ET A.L. 

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION 
OF SEC. 5 OF AN ACT OF CONGRESS APPROVED SEPT. 26, 1914 

Doclcet 5~22. Oompla·i.nt, Sept. 25, 1944-Decision, Nov. 9, 1950 

Where an individual who was engaged as owner or substantial partner in the 
operation of two photograph studios in Washington-at one of which he 
photographed members of the public brought there chiefly through the sale 
of so-called "advertising" coupons by bouse-to-house salesmen (who were 
compensated by the dollar charged therefor), and at the other finished the 
photographs thus taken-and selling to the public plain or colored photo­
graphs thus made, or enlargements or reductions thereof; along with his 
wife and four others associated with him as partners-

( a) Falsely represented the photographs described in the coupons would be 
made for the sum of one dollar or two dollars set out therein, through 
assmances to such effect by the salesman and through statements on the 
coupon or certificate that it was good for one photograph, as there de­
scribed, and the direction to pay the representative the total price of one 
dollar or, in the case of the two-dollar coupons, to pay him one dollar and 
pay the other to the studio ; 

The facts being that the real purpose of the sale of the coupons was to sell 
to the purchaser extra pictures at prices assuring the studio a satisfactory 
profit; they did not honor their obligations to take the pictures of such 
purchasers and deliver to them photographs of the size and kind described 
on the coupons, but subjected the purchaser to a sustained high-pressure 
talk at the studio to induce him to purchase additional photographs; made 
various excuses and unreasonably delayed the performance of thell' agree­
ments and in some instances completely repudiated them, when customers 
insisted that only the one picture called for by the coupon was desired; 
and told the customers who failed to obtain the one photograph called for 
and requested r efunds, that they must secure the same from the salesman 
who retained the money; 

With the result that many purchasers were misled and deceived as to the actual 
character of their offer and were thereby induced to purchase their said 
products; and, 

Where said individuals, engaged as above set forth-
( b) Represented through form letters to former customers that a miniature 

photograph would be made from a negative on file and given to the par­
ticular customer concerned "absolutely free" ; 

The facts being that the miniatures were never given unless and until the 
recipient delivered to four other persons the "Portrait Gift Cer tificate" 
included in said form letters and therein referred to, and each of said 
persons had returned his certificate to their studio; and the awarding of 
such miniatures constituted simply compensation for services rendered in 
inducing other prospective purchasers to come to their place of business; 
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With effect of misleading and deceiving a substantial portion of the purchas· 
ing public into the purchase of their photographs, and with capacity and 
tendency so to do; whereby substantial trade and commerce was unfairly 
diverted to them from their competitors: 

H eld, That such acts, practices and methods, under the circumstances set forth, 
were all to the prejudice and injury of the public and their competitors, and 
constituted unfair methods of competition in commerce and unfair and 
deceptive acts a nd practices therein. 

Before M1·. Ilenr'IJ P. Alden, trial examiner. 
Mr. Mo1•ton Nesm,ith for the Commission. 
Thomas 0. Bradley &.: Son, of Washington, D. C., :for Eugene D. 

Petrey, Dorothy T. Petrey, Nicola Brozilla and B. B. Bishop. 
Mr. Louis J. Gordon and Mr. Milton M. Fisher, of Springfield, 

Mass., for Theodore Rosenberg. 

CoMPLAINT 

Pursuant to the provisions of the Federal Trade Commission Act 
and by virtue of the authority vested in it by said Act, the Federal 
Trade Commission, having reason to believe that Eugene D. Petrey, 
individually and a copartner trading as Rembrandt Studio and Gold­
craft Portrait Studio; Dorothy T. Petrey, individually and as a 
copartner, trading as Rembrandt Studio and Go1dcraft Portrait 
Studio; Theodore Rosenberg, also known as Ted Rose, individual1y 
and trading as Rembrandt Studio; Ben Scheffman, individually and 
trading as Rembrandt Studio; Nicola Brozilla, individually and 
trading as Rembrandt Studio, and B. B. Bishop, individually and 
trading as Rembrandt Studio; hereinafter referred to as respondents, 
have violated the provisions of said Act, and it appearing to the Com­
mission that p1·oceeding by it in respect thereof would be in the public 
interest, hereby issues its complarint, stating its charges in that respect 
as follo,vs : 

PARAGRAPH 1. Respondent Eugene D. P etrey, for more than 5 years 
last past, as owner, or as a partner holding a substantial interest 
therein, has operated, directed and controlled, or has participated in 
the operation, direction and control of the place of business now, and 
since early in 1941, located at 708 13th Street NW., in the city of 
Washington, D. C., and known as Rembrandt Studio, and of the place 
of business located at 716 13th Street NW., Washington, D . C., known 
as Goldcraft Portrait Studio. 

Respondent Dorothy T. Petrey, wife of individual respondent Eu­
gene D. Petrey, for more than 5 years last past, has owned a substan­
tial partnership interest in said Rembrandt Studio and in Goldcraft 
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Portrait Studio, and in such capacity she has assisted respondent 
Eugene D. P etrey actively in the operation, direction and control of 
said studios, including the hil·ing and discharging of salesmen and 
other office employees, the formation of statements and representations 
appearing in various coupons employed in tho sale of photographs and 
in the geueral direction and control of said sLudios. 

Respondents Theodore Rosenberg also known as Ted Rose, and 
Ben Scheffman, now located at 806 Donna1ly Street, Charleston, W. 
Va., during a substantial portion of the aforesaid 5 years last past, 
have participated as copartners in tho operation of Rembrandt Studio 
and prior to such participation were employed by and identified with 
Rembrandt Studio in the capacity of sales agents for such business. 

Respondent Nicola Brozilla, located at 708 13th Street ~TVV., Wash­
ington, D. C., since about June 5, 1043, in the capacity of a copartner, 
has been the owner of a substantial interest in Rembrandt Studio and 
at all times since sa.id date has exercised and maintained an active and 
responsible supervision o,·er the operation and dire('tion of the affairs 
of said studio. 

Respondent B. B. Bishop, located at 223% Capitol Street, Charles­
town, vV. Va., is the brother-in-law of respondent Eugene D. Petrey, 
and since about June 5, 1943, as copartner, has owned a substantial 
interest in the aforesaid Rembrandt Studio. Respondents Nicola 
Brozilla and B. B. Bishop since becoming interested in Rembrandt 
Studio as copartners have lent their assisLance, advice and cooperation 
in conducting and continuing the business of said studio on the coupon 
plan herein alleged and described. 

PAR. 2. Respondents, during the periods sta.ted herein, have been 
engaged in the sale and distribution of photographs, tinted or colored 
enlargements or reductions of photographs, and of frames therefor, 
in commerce betv.·een and among .the various States of the United 
States and in the District of Columbia. 

In the course and conduct of their said business, said respondents 
cause and have caused their said products, when sold, to be transported 
from their place of business in tl1e DisLrict of Columbia to purchasers 
thereof located in various States of the UniLed States and in the Dis­
trict of Columbia. Respondents maintain, and at all times mentioned 
herein have maintained, a course of trade in said products, in com­
merce, particularly in the District of Columbia and between the Dis­
trict of Columbia and the States of Maryland and Virginia. 

PAn. 3. In the course and conduct of their said business, respondents 
have been and are now engaged in direct and substantial competition 
with various corporations, partnerships and individuals likewise en-
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gaged in the sale and distribution in commerce between and among the 
various States of the United States and the District of Columbia, of 
photogmphs, tinLed or colored enlargements or reductions o£ 
phoLographs: and of frames therefor. 

P.\H. 4. Respondents herein, in connection with Lhe conduct of their 
said business, during the said period of more Lhan five years last past, 
luwe entered into and carried out with each other various undertak­
ings, sales plans and agreements involving lhe use of false, mislcading­
<llld deceptive acts, methods and pnwtices employed to induce the 
purchase of their said products, as more fully hereinafter alleged ancl 
shown. 

PAn. 5. Said Rembrandt SLudio now, a11d for the said period of more 
tlmn five years last past, has been operated ns a partnership engaged in 
the business of making photographs of members of the general public~ 
enlarging or reducing, and tinting or coloring said photographs, and 
selling frames therefor. Goldcraft Portrait Studio, located at 716 
1:3tll Street, NvV., and for the said period of more than five years last 
past has been ow ned, conti'Ollecl and operated by respondents Eugene 
D. Petrey and Dorothy T. Petrey, operated first as a corporation 
under the name Goldcraft Portraits, Inc., and htter, and at the present 
time, operated as a pa rtJ1crshi p composed of the said Eugene D. Petrey 
and the said Dorothy T. Petrey, trading under Lhe name of Goldcraft 
J>ortmit Studio. At the aforesaid plant of Goldcraft Portrait Studio, 
there is and hns ueen done the fi11ishing work necessary in connection 
with the opemtion o:f some 10 or more studios in which resptmdents 
Eugene D . P etrey 1tlld Dorothy T. Petrey are interested, located re­
spectively in the States of lVlichigan, North Carolina, Virginia., W est 
Virginia, and the Dis trict of Columbia. .AJl supplies used in the busi­
ness of said studios, including those for Rembrandt Studio, are pur­
chased from the said Euegene D. Petrey and Dorothy T . P etrey, who 
also share in the profits of each such studio. The books and financial 
records of Rembrandt Studio are kept in the office and under the direc­
tion of Eugene D. P.ctrey at 616 13th Street, NW., Washington, D. C., 
who pays all bills and the operating expenses of Rembrandt Studio, 
including bills for supplies, frames, film paper, stationery, and 
coupons and the salaries of employees. Said respondent Eugene D; 
Petrey, in connection with the operation of Rembrandt Studio, re­
ceives and files duplicate cards of all sales made by said Studio. Said 
E ugene D. Petrey and Dorothy T. Petrey have at all times assumed 
and exercised over-all supervision of sales agents and other employees 
of Rembrandt Studio and over sales methods and sales policies 
employed by said studio. 

010G7ri- fi:l- 38 
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PAR. 6. With a view to effecting the sale of their said products, re­
spondents rely almost wholly upon the circulation among prospective 
customers of so-called advertising coupon offers arid gift certificates. 
Respondents' plan of operation is in substance as follows: 

House-to-house salesmen or canvassers, equipped with appropriate 
credentials, coupons and certificates, and with attractive samples of 
black and white and tinted or colored photographic work represented 
as being typical of the work produced and sold by respondents, contact 
members of the purchasing public at their r espective homes or places 
of business. Being impressed by the beauty and attractiveness of the 
samples shown, the customer agrees to purchase a similarly finished 
photograph. The purchase of tlus photograph is effected by the sale 
of a Rembrandt Studio coupon or certificate good for one such photo­
graph, generally and prominently stated and described in said coupon 
as "One 7 x 10 Goldcraft Colored in Oil." Respondents' sales agents 
represent and have represented to the purchaser that said coupon will 
be honored upon presentation at Rembrandt Studio and that it will 
be good for the said "One 7 x 10 Goldcraft Colored in OH" photograph. 
The price of this product to the customer is usually stated in the face 
of the coupon to be "$1.00 only," and the purchaser of the coupon is 
directed therein to "Pay representative $1.00 for this certificate," and 
in a further printed sta.tement or direction appears on the coupon, 
namely, "No Balance At Studio." These representations in said 
coupons or certificates are confirmed orally by sales agents of respond· 
ents in taking orders for photogr·aphs. It is further and variously 
stated in the face of coupons that they have respective studio values 
of $3.50, $4.50, $5.00 and $7.50. In the coupon asserting a studio 
value of $7.50 for the Goldcraft picture specified therein, the purchaser 
is directed to pay $1.00 to the salesman and a balance of $1.00 at the 
studio. It is further provided in tho printed matter on coupons that 
there is "only one offer to a person or family w1less additional portraits 
are ordered." 

Numerous alleged "free" certificates or cards·stated to be good for 
one Golclcraft portrait each, are and have been distributed to service­
men by respondents. 

Coupons calling for the payment of $1.00 only to respondents' sales 
representatives with no balance at the studio, stipulating for "One 
"{ x 10 Golclcraft Colored in Oil" with a "studio value of $3.50," and 
designated in red script across the top thereof as "Special Christmas 
Offer," likewise have been sold by respondents to members of the 
purchasing public. 
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Respondents have further issued and disseminated in commerce 
"invitations" for a "free portrait," size 8 x 10, to be made by Goldcraft 
Portraits, Inc., now Goldcraft Portrait Studio. 

Form letters are and have been distributed by respondents to custo­
mers by mail and otherwise offering "to make for you absolutely free, 
a beautiful miniature from your negative we have on file." Attached 
to each such form letter or circular are four "portrait gift certificates," 
each reciting that "the bearer of this certificate will receive one 7 x 10 
graytone portrait" and that "this valuable certificate has been paid 
for by a friend." In the text of said circular appears the following: 

These gift certificates are good indefinitely. However, we are anxious to have 
them used as soon as possible, and so, if you will see lhat all four certificates are 
redeemed wltl1in thiL'ty days, we will give you absolutely free one beautiful 
miniature size photograph either from your negatives we have on file or from 
a new sitting. 

In a postscript there is added: 
Please remember, all you have to do to receive this lovely silk miniature is 

to urge your friends to come in within thirty days. 

Another type of coupon employed by respondents in the opera.t10n 
of Rembrandt Studio calls, and has called, for "One 7 x 10 Goldcraft 
Colored in Oil" with a stated studio value of $3.50 and represented as 
being "given to you free by Thomas J . Herron." 

Purchasers of coupons or certificates stated to be good for photo­
graphs at Rembrandt or other studio operated by respondents are given 
to understand in each instance that they are dealing with a duly 
constituted agent or sales representative of respondents, and believe 
and have been led to believe, and have relied upon the belief, that said 
agents and sales representatives have and have had full authority to 
make the representations employed by them in making sales of a.nd 
collecting money for the said products of respondents. 

Respondents' said sales agents, in their sales talks to customers, 
place and have placed particular emphasis upon the statement that 
"Goldcraft In Oil" pictures, worth respectively $3.50, $4.50 and $5.00 
in "studio values," can be obtained for $1.00 each as a means of "ad­
vertising" respondents' products, and that the $7.50 portrait can be 
obtained for $2.00. Customers are and have been assured by respond­
ents' said sales agents that all that is necessary for the customer to do 
in order to obtain the "Goldcraft In Oil," the silvertone (black and 
white), the "graytone" or other types of photographs sold by respond­
ents by the use of coupons was and is to call at the studio with the 
coupon and to have a sitting there for the picture designated in the 
coupon. 
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Upon calling at the studio and presenting Lhe coupon as directed, the 
customer soon learns the real purpose for which the coupon was solcl 
him. Instead of proceeding to the making of the picture ca l ied for 
by the coupon, studio sales agents of rE'.spondents immediately launch 
upon a sustained, high-pressure sales Lalk to induce the customer to 
purchase additional photographs, attractive samples of same being 
shown and "special" prices offered in such connection. Various repre­
senations are made to accomplish the sale of additional pictures. 

The attitude and demeanor of respondents' studio representntives. 
toward the customer is a11cl has been determined by the fact as to­
whether the customer '''ill agree to buy extra pictu1·cs. Upon ]earning 
that the customer only wants the one photograph called for by the 
coupon, the studio attitude changes from one of cordiality to one of 
undisguised disappointment and displeasure. The customer is there­
upon informed on such occasions that in order to ha H' the coupon 
honored il will be necessary to purchase add ilion a I picLures to be made 
for a "special" price. Various proposnls are and have been made to 
eustomcrs. Typical of such proposals are the following: Extra pic­
tures to cost $5.00 or $7.00; half n dozen extra pictures in brown for 
$17.50; extra pictmes in black and white to cost $10.00; pictures of 
children for $8.00. Coupon holders a.re and have been flll'ther in­
formed that the war has changed thing~ and thaL the ordering of these 
extra. pictures has become necessnry. A new siLting is offered for a. 
f urther payment where pictmes are unsatisfactory, a subshtntial r:nm 
having already been charged for a first si tting. These an<l. various 
other repl·esentations not herei n set fol·lh are and h<tve been made by 
studio salesmen of respondents in support of the insistence that the 
customer mHst pmchase extra pictures in order to have made Lhe single 
picture called for by the coupon. 

Upon being finally and definitely informe<l by the customer that 
he does not desire or intend to purchase additional pictures but wishes 
to have Jmtcle only a single picture culled for by Lhe coupon held by 
him, the attitude of the respondents' salesmen undergoes a. still fur­
ther change. With all former pretense and conciliatory manner cast 
aside, respondents' said salesmen become rude and discourteous in 
manner aHd inform and have informed the customer variously that 
the coupon pictures will not be made becMJSe the proofs were not re­
turned in time; because the proofs ''ere not retumed in person; be­
cause they are out of paper and for sttc·h reason cannot make t he 
picture; that the studio has been taki11g wedding pictures for which 
special ftlm was requi red ; that thousands of orders are ahead of h im 
and that the customer must wait until these onltws are fini shed; that 
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the studio was too busy to take coupon pictures that day and that the 
customer must return later or sometime the following week. These 
.and other excuses not herein set forth are typical of those made and 
being made by respondents' studio salesmen to justify their refusal 
to make a single or group picture called for by the coupon, where 
Jldditional pictures were not ordered. Respondents on such occasions 
llave not hesitated Lo repudiate and disavow representations, assur­
.anccs and promises made by their sales agents to effect the sale of cou­
})Ons, a,nd ]mve refused to retnrn money collected f rom the customer . 

Fi na,lly respondents, as a last resor t, have frankly stated and ad­
mitted to coupon-holding customers that they cannot make the one 
picture called for in a coupon, either enlargement or miniature, with­
out sustaining a studio loss thereon. Customers whose single coupon 
pictnre has been refused for alleged lack of time or press of accumu­
Jntecl studio work or other stated reason, are ~tnd have been given to 
understand that if they would order a few extra pictures, however , 
they could be "squeezed in' for a special sitting that clay. 

PAn. 7. Respondents' said original coupon offer and their various 
•offers of alleged "free" pictures, as herein alleged and shown, are 
not and have never been bona fide offers to make a ''7 x 10 Golclcraft" 
portrait or other photographic production "free" or for the sum of 
.$1.00 or other sum paid a sales agent by the customer, but is and has 
been what is couunonly known in the picture industry as :t "come on" 
•or "bait" offer only. Respondents pretend and have pretended to 
make, for the sum of $1.00, or to give aw~ty "free" o11e n.rticle, namely, 
a photograph, enlarged or reduced, plain or colored, when the real 
purpose of respondents in submitting their original offer was to sell 
:the customer exiTn. pic.tures at a pr ice or prices insuring a satisfactory 
.studio profit. Nearly all of respondents' said business is ttnd has been 
obtn.ined through the operation of tllis plan by the sale o£ coupons. 
The customer having cash tied up in a coupon, visits the studio o£ 
respondents where be is persuaded or high-pressured into buying 
other pictures. It is only from tho sale of additional pictures that 
respondents realize a profit. The snm of $1.00, which is paid to coupon 
salesmen by the customer, or any other sum for which the salesman 
sees fit to sell a coupon, is retained by the salesman as his commission, 
respondents receiving no par t of such sum under their sales plan. 
Having actually received nothing from the customer, so br as the 
studio is concerned, respondents cannot proceed to make a singl(l 
·coupon picture for the customer upon his arrival at the studio, for 
"advertising" p urposes or otherwise, without suffering a loss. 
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In approaching customers respondents' said sales agents sell only 
the one picture called for by the coupon, and carefully refrain at such. 
time from disclosing to the customer that their real purpose in submit­
ting a coupon or "free" offer was and is to get the customer into 
respondents' studio where he may be induced to purchase later some­
thing he did not intend buying, or understand he was to buy, namely, 
eA'tra pictures sold at a substantial profit. 

In truth and in fact customers have not understood and respondents 
have carefully concealed fr om them that respondents did not intend 
honoring single coupon orders if it could be avoided; that the real . 
purpose of respondents in submitting their coupon and "free" offers 
was not to advertise their products by making the one coupon or "free" 
picture promised, but to secure the presence of the customer at the 
studio where appropriate steps would be taken to obtain the pnrchase 
of additional pictures at a profit. 

By the said practices and representations, as hereinbefore detailed 
and alleged, respondents led, and have induced, customers to believe 
that the original coupon or ".free" picture offers are and were bona. fide 
advertising "offers" not relateu to or connected with or conditioned 
upon any other offer or contractual arrangement; that tho said pictures 
so offered would be made prompt..ly and in good faith and that the 
studio values of $4.50, $5.00 and $7.00 represented for pictures in 
coupon and other advertisi11g offers were the actual sales values or 
prices at which said pictures were ordinarily sold in the usual course of 
business; that pictures offered as a "Special Clwistmas Oiier" or at 
alleged "Special" prices are actually "special" in point of time ru1d 
price, and that said coupon or "free" pictures, when made, would be 
the equal in character, qu ality and worlunanship of the samples 
employed to sell tlwm, when such were not the facts. .Single plloto­
graphs tmwillingly made by 1·espondents, following controversy with 
a coupon holder refusing to pnrchase additional photographs, have 
been found frequently to be inferior in character and not the equal in 
finish, quality or merit of tl1e samples exhibited in effecting the sale 
of the coupon. 

Further, in truth and in fact the miniature offered by respondents 
in circulars disseminated by them is not "fl-ee" as the recipients of the 
circular is required to render distinct personal services in connection 
with four other customers before being entitled to receive said so-called 
"1'ree" miniature, namely, to see that each of the four persons presents 
a "portrait gift certificate" at the studio within a period of thirty days, 
and the certificates alleged to have been "paid for by a fr iend" has not 
in fact been paid for by a friend or any other person, and the miniature 
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described as "silk" is not made or produced upon any base or back­
ground of silk material. 

PAR. 8. The use by respondents of the aforesaid acts, practices and 
methods in connection with the offering for sale and sale of their said 
products in commerce, as aforesaid, and particularly the failure of 
respondents to reveal essential and important facts as to the real 
character of the offer made, has had and now has, the tendency and 
capacity to and does mislead and deceive the purchasing public re­
garding the actual character and purpose of the original offer made 
by respondents, including the identity of the actual product respond­
ents were and are offering for sale, intend to sell, and are selling, con­
cerning the quality, value and sales prices of their said enlargements 
or miniatures, and has led and does lead purchasers erroneously to 
believe that the said representations and implications, so made and 
used by respondents, are and were true, and causes and has caused 
a substantial munber of the purchasing public, by reason of the errone­
ous beliefs so engendered, to purchase substantial quantities of said 
products. 

The use by respondents of the aforesaid acts, practices and methods 
further has the tendency and capacity to, and does, unfairly divert 
trade to respondents from their competitors engaged in the sale of 
plain or colored photographs and enlargements or miniatures thereof, 
and frames therefor, in commerce among and between the various 
States of the United States and in the District of Columbia, who 
truthfully represent their products and do not make deceptive mis­
r~presentations in connection with the sale thereof either by affirma­
tive acts and statements or by the failure to disclose material facts 
and purposes to customers and to prospective customers. As a further 
consequence of the aforesaid acts and practices of respondents, the 
business of competitors has been injured by the unfair diversion of 
trade to the respondents and resulting loss of the confidence of a sub­
stantial portion of the public in the entire photographic industry. 

PAR. 9. The. aforesaid acts and practices of respondents, as herein 
alleged, are all to the prejudice and injury of the public and respond­
ents' competitors and constitute unfair methods of competition in 
commerce and unfair and deceptive acts and practices in commerce 
within the intent and meaning of the Federal Trade Commission Act. 

REPORT, FINDINGS AS To THE FAcrrs~ AND ORDER 

Pursuant to the provisions of the Federal Trade Commission Act, 
the Federal Trade Commission on September 25, 1944, issued and sub-
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sequently served its complaint in this proceeding upon the respond­
·ents named in the caption hereof (except Ben Scheff man, who is de­
ceased), charging said respondent s with the use of unfair methods of 
competition in commerce and unfair and deceptive acts and practices 
in commerce in violation of the provisions of said act. After the filing 
Qf the respondents' answers, testimony a.nd other evidence in support 
Qf and in opposition to the allegations of the complaint were intro­
duced before a t rial examiner of the Commission theretofore desig­
nated by it, and such testimony and other evidence were duly recorded 
and filed in the oflice of the Commission. Thereafter, this proceeding 
Tegularly came on for final hearing before the Commission upon the 
aforesaid complaint, the respondents' answers thereto, the testimony 
and other evidence, the trial examiner 's recommended decision and 
exceptions thereto, brief in s11pport of the complaint (no brief having 
been filed on behalf of the respondents) and oral argument of counsel; 
and the Commission, having disposed of the exceptions to the trial 
examiner's recommended decision and having duly considered the 
matter and being now fully advised in the premises, finds t hat this 
proceeding is in the interest of the public and makes this its findings 
':LS to the facts and its conclusion drawn therefrom. 

FINDJNOS AS TO THJ~ FACTS 

P ARAGRAPH 1. (a) The respondent, Eugene D. P etrey, for more 
than 5 years last past, as owner, or as a partner holding a substantial 
interest in a business now located at 708 Thir teenth Street NW., in 
t.he city of Washington, District of Columbia, known as Rembrandt 
Studio, and in a business located at 716 Thirteenth Street NW., in 
the city of Washington, Distr ict of Columbia, knOW11 as Goldcraft 
Portrait Studio, has operated, directed and controlled, or has par­
t icipated in the operation, direction and control of said businesses. 
Said Rembrandt Studio was formerly located at 1317 F Street NW., 
in the city of Washington, District of Columbia. 

(b) The r espondent, Dorothy T. Petrey, wife of Eugene D. Petrey, 
for more than 5 years prior to 1947 ow11ed a substantial partnership 
interest in the said Rembrandt Studio and in Goldcraft P ortrait 
Studio, and -in such capacity she actively assisted the respondent, 
"Eugene D. Petr ey, in the operation, and in the direction and control, 
of said studios, particularly in the hiring and discharging of salesmen 
and other office employees, the formation of statements and represen­
tations appearing in various coupons employed in the sale of photo­
.graphs, and the general direction and control of the studios. 
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(c) The respondent, Theodore Rosenberg, also known as Ted Rose, 
now located in Springfield, Mass., for a period of approximately 11 
months preceding June 6, 1943, participated as a copartner in the 
operation of Rembrandt Studio, and prior to such participation was 
employed by the respondent, Eugene D. Petrey, in the studio busi­
ness in Charleston, West Virginia. During Lhe same period of time,. 
Ben Sche:fiman, also named in the complaint as a respondent herein,. 
but now deceased, was similarly connected with the business. 

(d) The respondents, Nicola Brozilla and B. B. Bishop, on or 
about June 5, 1943, pmchased the entire interests of the said Theodore 
Rosenberg and Ben Sche:fiman in the Rembrandt Studio, and these 
respondents are now, and since the above elate they have been, co­
partners with the respondents, Eugene D. Petrey and Dorothy T .. 
Petrey, in the operation of said Rembrandt Stuclio. 

PAn. 2. The aforesaid respondents, during the periods of time and 
in the capacities indicated in the preceding paragraphs, have been, 
and the respondents, Eugene D. P etrey, Nicola Brozilla, and B. B. 
Bishop, arc now, engaged in the sale and distribution of photographs, 
tinted or colored enlargements or reductions of photographs, and 
frames therefor. S!tid respondents cause and have caused their prod­
ucts, when sold, to be transported from the Rembrandt Studio in 
t.he District of Columbia to the purchasers of such products, some of' 
whom arc also located in the District of Colnmbia and others in 
other States o:f the United States, particularly in the States of Mary­
la.nd and Virginia. The respondents maintain, and at all times men­
tioned herein they have maintained, a regular course of trade in their 
products in commerce, as "commerce" is defined in the Federal Trade· 
Commission Act. 

PAR. 3. In the course and conduct of their business, the respondents 
have been and are now in direct and substantial competition with 
>arious corporations and with other partnerships and individuals 
likewise engaged in the sale and distribution in commerce of photo­
graphs, tinted and colored enlargements or reductions of photographs, 
and frames therefor. 

PAR. 4. The principal business of the Rembrandt Studio is the 
taking of photographs of members of the public who call at the 
studio where they are photographed. After siLting for their pictures 
to be taken, the customers are shown proofs from which they make 
selections of their own choosing to be finished and delivered to them 
by the studio. The finishing work in connection with the photographs 
is done principally by the Goldcraft Portrait Studio. At all times 
mentioned herein, the business policies and practices of both Rem~ 
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hrandt Studio and Goldcraft Studio have been carefully supervised 
and controlled by the respondent, Eugene D. Petrey, who, prior to 
the early part of 1947, was assisted by the respondent, Dorothy T. 
Petrey. 

PAR. 5. Approximately 7e to 80 percent of the business done by 
the respondents trading as Rembrandt Studio is derived from the sale 
of so-called "advertising" coupons, and offers of gift certificates or 
bonds. The respondents' plan of operation is in substance as follows: 

H ouse-to-house salesmen or canvassers equipped with appropriate 
credentials, coupons and cer tificates, and with attractive samples 
of photographic work represented as being typical of the work pro­
duced and sold by the respondents, contact members of the purchasing 
public at their r espective homes and places of business. Being im­
pressed by the beauty and attractiveness of the samples shown, a pro­
spective customer may be and often is induced to purchase a similarly 
finished photograph. The transaction is effected by the sale to the 
customer of a Rembrandt Studio coupon or certificate good for one 
such photograph, generally described on the coupon as either "One 
7 x 10 Goldcraft Colored in Oil," or "One 9 x 12 Goldcraft Colored 
in Oil," the sales agent representing to the purchaser that said coupon 
will be honored upon presentation at Rembrandt Studio and that 
it will be good for one photograph of the size and quality described 
thereon. The price of the photograph is printed on the face of the 
coupon, and the purchaser of the coupon is directed thereon either to 
pay the representative the total price of $1.00, or, where the total 
price to be paid is $2.00, to pay the representative one dollar and to 
pay the other doJlar to the studio upon presentation of the coupon. 
In cases where the total price of the photogmph is stated to be $1.00, 
the coupon also bears the statement "No Ba]ance at Studio." Each 
of the coupons has printed on its face a "studio value" of the photo­
graph being sold, which values are stated to be $3.50, $4.50, $1>.00 or 
$7.50. It is further provided on the coupons, among other things, 
that there is "Only one offer to a person or family unless additional 
portraits are ordered" and that "This advertising offer obtained 
through representative only." 

PAR. 6. The purchasers of coupons or certificates represented as 
being good for photographs at Rembrandt Studio are given to under­
stand in each instance that they are dealing with a duly constituted 
agent or sales representative of said studio, and to believe that said 
agents and sales representatives have full authority to make the 
representations employed by them. The record shows that as a result 

--
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of representations made by such salesmen, and representations made 
on the coupons sold by them, many purchasers have been led to believe 
that the only thing necessary for them to do in order to obtain a 
Goldcraft portrait colored in oil, either 7 x 10 or 9 x 12 inches in size, 
is to ca11 at the respondent's studio and have a sitting without an 
appointment. 

Pan. 7. In truth and in fact, the coupons sold by the respondent, 
do not constitute bona fide agreements on the part of the respondents 
to make the photographs described on such ·coupons, or any other 
photographs, for the amounts stated thereon. Such coupons are used 
as an inducement to get customers into the respondents' place of busi­
ness where, it is expected, they will be sold other photographs at prices 
much higher than those stated on the coupons. The sum of one dollar 
which is paid to a salesman by a coupon purchaser is retained by the 
salesman as his commission, the respondents receiving no part of it, and 
it is only through the sale of photographs in addition to the one called 
for by a coupon that the respondents are able to realize any profit 
whatever from the transaction. The record is clear that the real 
pul'pose of the sale of the coupons is to sell to the purchasers thereof 
extra pictures at prices assuring the studio of a satisfactory profit. 

A munber of customers who have purchased the respondents' cou­
pons appeared as witnesses in this proceeding and relnted their 
experiences following the purchase of such coupons. Instead of 
promptly and cheerfully proceeding to make the picture of such a 
customer upon his appearance at the studio, the respondents' em­
ployees would immediately launch upon a sustained, high-pressure 
sales talk to induce the customer to purchase additional photographs. 
When the customer stated that he or she wanted only the one picture 
called for by the coupon, .various excuses were given by the representa­
tives for not taking the picture or granting the sitting. In some in­
stances, it was that the studio was rushed with business and that tho 
coupon purchaser would have to come in at a. later date. In other 
instances, it was that the respondents could not afl'ord to take the 
picture at all unless additional photographs were ordered. In some 
cases, the coupon purchasers did not find out the real purpose of the 
coupon sale until they had received the proofs and returned them to 
the respondents' studio with their selection of the picture to be made; 
and in all cases it was evident to the coupon purchaser that the re­
spondents definitely intended, if possible, to avoid tho making of the 
one photograph called for by the coupon unless additional photographs 
were ordered. A number of the customers testified that after failing 
in their attempt to obtain the one photograph called for by their 
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coupons they requested refunds of the money which they had paid 
the salesmen, but were told that this money was retained by the· 
salesmen and that they must get any refund from such salesmen. 

PAn. 8. After having represented to members of the public that. 
purchasers of their coupons ma.y present such coupons at the respond­
ents' place of business and obtain the photographs described thereon, 
the respondents clearly were under an obligation to take the pictures of 
such purchasers 1md deliver to them photographs of the size and kincl 
described on the coupons. The record shows, however, that the re­
spondents, on numerous occasions, have mncasonably delayed the 
performance of their agreements, and that in some instances, they 
have completely repudiated them. In concealing from prospective 
purchasers of their coupons the real purpose of the sale of such cou­
pons, the respondents have takeu unfair advantage of such prospective 
purchasers, and many of them have been misled and deceived regard­
ing the actual character and purpose of the respondents' offers. As a 
result of such deception, substantial numbers of individuals have 
been induced to purchase and have purchased the respondents' 
products. 

PAR. 9. I n the course and conduct of their business, the responden~ 
l1ave also distributed to former customers, by mail and otherwise, 
form letters or circulars offering "to make for you absolutely free a 
beautiful miniature size photograph from your negative we have on 
file." Attached to each such form letter or circular were four "Por­
trait Gift Certificates," each reciting that "The bearer of this certificate · 
will receive one 7 x 10 portrait" and that "This valuable certificate 
has been paid for by a friend." In the text of said form letter or 
circular has appeared the following: 

These gift cedificates are good indefinitely. However, we are anxious to have 
them used as soon as possible, and so, if you will see that all four certificates 
are ret!eemed within 30 days, we will give you absolutely free one beautiful 
miniature si7.e photogra1>h either from yonr negatives we have on file or from 
a new sitting. 

Through the use of such statements, the respondents have repre­
sented to the recipients of their form letters or circulars that the mini­
ature photographs referred to in said letters or circulars would be 
given as a gift or gratuity to each of the recipients upon the presenta­
tion at the respondent's studio for the four certificates enclosed with 
the letter. 

PAR. 10. In truth and in fact, the photographs referred to in these 
form letters or circulars were not intencled by the respondents to be 
actual gifts and, contrary to the respondents' representations, they 
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were not given us a gratuity or without consideration. Such photo­
graphs were never given to a recipient of a letter unless and until 
such recipient delivered to four other persons the four portrait cer­
tificates enclosed with the letter, each of whom must have returned 
his certificate to the respondents' studio. It thus appears that the 
photographs awarded were simply compensation for services rendered 
by the recipients of the letters in inducing other prospective customers 
to come to the respondents' place of business. 

PAn. 11. The use by the r espondents of the aforesaid acts, practices 
.nncl methods in connection with the sale of their photographs has had 
the capacity and tendency to, and has, misled and deceived a substan­
tia] portion o£ the pu r·ehasing public into the purchase of the responcl­
·ents' photographs. As a result thereof, substantial trade in commerce, 
as "commerce" is defined in the Federal Trade Commission Act, has 
·been unfairly diYertecl to the respondents from their competitors. 

CONCLUSION 

The nets, practices and methods of the respondm:ts as herein found 
]lll.ve all been to the prejudice and injury of the public and to the 
respondents' competitors and have constituted unfair methods of com­
petition in commerce and tmfair and deceptive acts and practices in 
commerce within the intent and meaning of the F ederal Trade 
Commission Act. 

Commissioner Mason not participating. 

ORDI':R 'IO CEASE AND DESIST 

This proceeding having been heard by the Federal Trade Com­
mission upon the complaint of the Commission, the respondents' an­
swers thereto, testimony and other evidence introduced before a trial 
ilXaminer of the Commission theretofore duly designated by it, the 
t ri ld examiner's recommended decision and exceptions thereto, brief 
in support of the complaint (no brief having been filed on behalf of 
the respondents) and oral argument of counsel, and the Commission 
having disposed of the exceptions to the trial examiner's recmnmended 
decision and having made its findings as to the facts and its conclusion 
that the respondents have violated the provisions of the Federal Trade 
Commission Act: 

It is ordered, That the respondents, Eugene D. Petrey, Dorothy T. 
Petrey, Tlteocloro Rosenberg, Nicola Tirozilla, and B. B. Bishop, 
indiviJ ually and as copartJ1ers trading as Rembrandt Studio, or 
tra<ling under any other name or trade designation, and said respective 
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respondents' agents, representatives and employees, directly or through 
any corporate or other device, in connection with the offering for sale, 
sale or distribution of plain, tinted or colored photographs, or enlarge­
ments or reductions thereof, in commet'CC, as "commerce" is defined in 
the F ederal Trade Commission Act, do forthwith cease and desist 
from: 

1. Representing, directly or by implication, that any photograph 
will be made for a stipulated price, unless such n. photograph will in 
fact be made for the stipulated price without the imposition or 
attempted imposition of any condition not clearly disclosed in the 
representation. 

2. Representing, through the use of so-called advertising coupons, or 
by any other means, that !L photograph of a designated kind and 
character will be made for a stipulated price unless such representation 
is made in good faith and failure to conform tberewW1 is due to 
circumstances not reasonably under the respondents' control. 

3. Using the word "free," or any other word or term expressly m: 
implied importing a like meaning, in advertising, to designate, describe 
or refer to any article of mercl1andise which is not in fact a gift or 
gmtuity or which is not given without requiring the purchase of other 
merchandise or the performance ·of some service inuring directly or 
indirectly to the benefit of the respondents. 

It is ju1·ther orclm·ed, That the complaint herein be, and it hereby is, 
dismissed as to the r espondent, Ben Scheffman, now deceased. 

I t is f1.t?•the?' m·de1·ed, Tha.t the respondents against whom this order 
is directed shall, within sixty (60) days after service upon them of this 
order, file with the Commission a report in writing, setting forth in 
detail the manner and form in which they have complied therewith. 

Commissioner Mason not participating. 
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I N THE MATrER OF 

BONNER PACKING COMPANY ET AL. 

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THlll ALLEGED VIOT,ATION 
OF SUBS,ECTION (c) Oil' SEC. 2 OF AN ACT OF CONGRESS APPROVED OCT. Hi, 
1014, AS AMENDED BY AN ACT APPROVED :TUNE 10, 1936 

Doolcet 5534. Complaint, Apr. 6, 1948-Deoision, Nov. 9, 1950 

Where a corporation and four officers thereof who, to a substantial degree, con­
trolled its distribution and sales policies, engaged in the processing and 
paclcing, and interstate sale and distribution of apricots, figs, peaches, raisins, 
nectarines, and other dt'ied fruits to many nationally lcnown firms including 
pacldug companies, wholesale grocers, chain and independent grocery stores, 
through brokers known in the trade as "buying brokers" and who designated 
themselves as brokers, merchandise brokers, or primary distributors, but, 
unlilce brokers, purchased in fueir own names, and for their own accouuts-

(a) Deducted from the faces of the invoices of Pl'oducts shipped to such "buying 
brokers," in response to the latters' purchase orders, regulm· commissions 
or brokerage fees and collected fl'Om them the purchase price; and, for a 
sbort period oe time subsequent to the enactment of the Robinson-Patman 
Act, continued their previous practice of selling their dried fruits in commerce 
directly to another large buyer and of deducting from the faces of the in­
voices on such sales regular commissions or bt·okcrnge fees ; and 

(b) For a substantial period of time subsequent to the passage of said act 
reduced tile price of their products to a number of selected buyers under a 
special an11ngement made by it with a brokerage company, whereby the com­
mission or brokerage fcc of said company was reduced from the rc~ular 
21h percent commission t:o llh percent, and the savings reflected in tbc prices 
to such buyers ; oncl in other sales to said selected buyers allowed them, 
instead of price reductions, other concessions in the form of absorption of 
cartage or consolidation ch11rges incident to pool car shipments, whicll simi­
larly reflected such savings: 

Held, Tllat such paying and granting of commissions, brokerage fees or other 
compensation or allowances or discounts in lieu thereof, to buyers of said 
products on purcllascs for such buyers own account, constituted ' ' iolations of 
subscc. (c) of sec. 2 of the Clayton Act as amended by t.he Robinson-Patman 
Act. 

A broker of dried fruits as the term is nsed in the instant proceeding, is a sales 
agent who negotiates the sale of dried fruits for and on behalf of a principal 
seller, acting as his sales agent, soliciting and obtaining orders tor the princi­
pal's dried fruit at the principal's prices and on the principal's terms, and 
ordinarily transmitting the orders received by him to his principal-who 
thereafter invoices and ships the fruits directly to the buyer- and is com­
pensated by a commission or brokerage fee which is usually calculated as 
n certain percentage of tile invoice sales price of the dl'ied fruits sold. He 
is not a trader for profit, does not buy the fruits from his principal or sell 
them for his own account, and does not at any point In the transaction 
take title to or hav<' any financial interest in the dried fruits sold by him, 

c 
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except for his commission or brokerage fee, and neither makes a profit nor 
suffers a loss on any such transaction. 

M1·. Edward 8. Ragsdale for the Commission. 
jJf1·. lV. N. Miles, of Fresno, Cali:£. , and Oovington, Burling, R Ublee, 

.O'Brian & Shorb, of Washington, D. C., :for respondents. 

The F ederal Trade Commission, lmving reAson to believe that the 
parties r espondent named in tho caption hor oo:f, allCl hereinafter more 
particulal'ly designated and described, since Jtme 10, 1036, h ave vio­
lated and are violabng the .prov.isi.o11s o:f subsection (c) o:f section 2 
of tho Clayton Act, as amended by Lhe Robinson-P ntman ~ \ ct, approved 
J nne 19, 1936 (U. S. C., title 15, sec. 13), hereby issues its complaint, 
stating its charges with respect thereto as :follows: 

PARAGRArli 1. Respondent Bonner P acking Co. is a. corporation 
organized, existing, and doing business under the laws of the State of 
California, with its office and principal place of business located at 
626 Blix Building, Fresno, Calif. The respondent also maintains a. 
packing plant at Logan, Calif., and is engaged in the business of 
processing, packing, selling, and distributing n p•·icots, figs, peaches, 
r aisins, nectarines, and other :fruits, all of wh icl1 a•·e hereinafter desig­
nated as dried :fruits. The responden t sells its cll·i ocl fruits to many 
nationally known firms, including baking companies, wholesale gro­
cers, cludn grocery stores, independent g rocer y stol'eS and many other 
buyers located in various sections of the United StlLtes. The respond­
-ent generally enters into formal contracts with sueh buyers, such con­
tracts requiring respondent to sell and clcl.iver to such buyers its dried 
fruits at definite prices during a stated perio<l of.time. 

PAn. 2. Respondent Charles W. Bonner is an incli ,·iclual r esiding 
in Fresno, Calif. He is now president of Bonner Packing Co. and 
has been a substantial stockholder and an ollicer of said corporation 
for a substantial period o£ time since June 19, 1036. After becoming 
an officer, and at the present time, and for some time past as president, 
respondent Bonner has exercised, and still exercises a substantia! de­
gree of authority and control over the busi ness conducted by said 
corporation, including the direction of its distribution and sales 
policies. 

P An. 3. Respondent Claire P. Hill is an ill(lividual residing in 
Fres110, Calif. He is now first vice pl'esident anll sales manager of 
Bonner Packing Co. and has been a. substantial stockholder and an 
officer of said corporation :for a. substanti al period or time since June 
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19, 1936. After becoming an officer, and at the present time, and for 
some time past as first vice president and sales manager, respondent 
Hill has exercised, and still exercises, a substantial degree of authority 
and control over the business conducted by said corporation, including 
the direction of its distribution and sales policies. 

PAR. 4. Respondent .1\1. P. Davison is an individual residing in 
Fresno, Calif. He is second vice president of B01mer Packing Co. 
and has been a subst:mtial stockholder ru1d an officer of said corpora­
tion for a substantial period of time since June 19, 1936. After 
becoming (Ll1 officer, and at the present time, and for some time past 
as second vice president, respondent Davison has exercised, and still 
exercises, a substantial degree of authority and control over the busi­
ness conducted by said corporation, including the direction of its 
distribution and sales policies. 

PAR. 5. Respondent Al-fred U. Thomsen is an individual residing in 
Fresno, Calif. He is now secretary-treasurer of Bonner Packing Co. 
and has been a substantial stockholder and an officer of said corporation 
for a substantial period of time since June 19, 1936. After becoming 
tm officer, and at the present time, and for some time past as secretary­
treasurer, respondent Thomsen has exercised, and still exercises, a 
substantial degree of authority and control over the business conducted 
by said corpomlion, including the direction of its distribution and 
sales policies. 

PAR. 6. Respondent corporation Bonner Packing Co., as aforesaid, 
is now and has been since prior to J tme 19, 1936, engaged in the business 
of processing, packing, sale and distribution of dried fruits, and said 
individual respondents, throngh said corporate respondent, have like­
wise been engaged in said business. Said respondents, in the course 
and conduct of their business, have sold and distributed, and now sell 
and distribute, their dried fruits to buyers located in the various 
States of the United States other than the State in which respondents 
are located, and as a result of said sales and the respondents' instruc­
tions such dried fruits nrc shipped and transported across State lines 
to such buyers so located. The corporate respondent and each of the 
individual respondents are hereinafter referred to as respondents. 

PAR. 7. Respondents, through said respondent corporation, now sell 
and distribute, and since June: 19, 1936, ha>e sold and distributed, their 
dried fruits in commerce by three separate and distinct methods, 
namely: 

. (1) Through brokers who as respondents' sales agents make sales 
to buyers and are paid respondents' customary rate of commissions or 
.brokerage for such services. 

919675--53----39 



560 FEIDERAL TRADE COMMISSION DECISIONS 

Complaint 47 F.T.C. 

(2} Directly to favored buyers, without the intervention of brokers, 
at prices reflecting respondents' savi11gs in commissions or brokerage 
fees. 

(3) Through brokers to favored buyers on which sales the brokers 
do not receive the usual and customary commissions or brokerage but 
only a part or portion thereof, the other part of such commissions or 
brokerage being a1lowed to the favored buyers on such sales. 

The three methods mentioned above are more fully described in 
paragraph 8. 

PAn. 8. Fi?'St. The first and principal method is by selling dried 
fruits to buyers through brokers of food products and for such services 
to respondents such brokers arc compensated by being paid the cus­
tomary commissions or brokerage fees. Such brokers are customarily 
paid 21/2 percent of the purchase price of the dried fruits they sell 
for respondents. 

A broker of dried fruits, as used herein, may be defined as a sales 
agent who negotiates the sale of such dried fruits for and on account 
of Lhe respondents as principal. Such brokers act as respondents' 
sales agents, soliciting and obtaining orders for respondents' dried 
f1·uits at respondents' prices, on respondents' terms. Such brokers 
customarily transmit such purchase orders to the respondents, who 
thereafter invoice and ship the dried fruits to the buyer. The respond­
ents pny such brokers for their services in negotiating and making 
such sales for the respondents' account commissions or brokerage fees 
which a,re customarily based on a percentage of the invoice sales prices 
of the dried fruits sold. Such brokers are not traders for profit, and 
do not take title to or have any financial interest in the dried fruits 
sold, except for their commissions or brokerage fees, and they neither 
make a profit nor suffer a loss on the transaction. A broker of dried 
fruits does not buy such products from his principal or sell such prod­
ucts for his own account. Tills phase or method of distributing and 
selling respondents' dried fruits is not challenged by this complaint. 

Second: A second method willch is challenged by tills complain1; 
is respondents' sales of their dried fruits directly to buyers without 
the intervention of brokers, at prices reflecting respondents' savings in 
commissions or brokerage fees. Such buyers are of two distinct clas­
sifications, (1} large chain store organizations; and (2) "buying brok­
ers." Representative of the large chain store organization which 
purchases dried fruits from respondents direct is: 

American Stores Co., of Philadelphia, Pa. This buyer is a cor­
poration engaged in the business of buying and selling food prod­
ucts, including groceries, bakery products, vegetables, dried and 
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canned fruits. This favored buyer has nine large warehouses and 
approximately two thousand retail stores located principally on the 
east coast in the States of Pennsylvania, New Jersey, Delaware, Mary­
land, New Yorlc, Virginia, and West Virginia. Its principal office is 
located in Philadelphia, Pa., where it purchases substantial quantities 
of dried fruits for its numerous retail units. 

Respondents also sell substantial quantities of their dried fruits 
directly to buying brokers who generally designate themselves as 
brokers, merchandising brokers or primary distributors. These buyers 
are not in fact brokers but are generally known in the trade as buying 
brokers. 

All such buyers referred to above, including the chain store organ­
ization and the buying brokers, transmit their own purchase orders for 
dried fruits directly to the respondents. The respondents thereafter 
invoice and ship such dried fruits directly to such buyers from whom 
respondents collect the purchase price of the merchandise. The 
respondents grant and allow such buyers,· directly or indirectly, com­
missions or brokerage fees on such purchases. The rate of commissions 
or brokerage fees granted and allowed by respondents to such buy­
ers is usually 2~ percent of the purchase price of the dried fruits pur­
chased. Respondents grant and allow such buyers such commissions 
or brokerage frees directly or indirectly, usually by deducting or 
allowing from the invoice price of the dried fruits purchased an 
amount customarily designated as commissions or brokerage fees. 
Representative of the two distinct classifications of direct buyers to 
whom respondents have sold dried fruits in commerce since June 
19, 1936, and to whom they have allowed, directly or indirectly, com­
missions or brokerage fees on such purchases are : 

"Buying Brokers" Large Ohain Store Organization 
Foote Bros. & Co., American Stores Company, 
Norfolk, Virginia. Philadelphia, Pennsylvania. 
Koehler-Spalding Co., 
Louisville, Kentucky. 
Loeb .A.pte Co., 
A.tlanta, Georgia. 

Thi1•d: The respondents' third method of sale, which is also chal­
lenged by this complaint, is their sales to certain favol'ed buyers, 
including both a large wholesale organization, S & W Fine Foods, 
Inc., and a large chain store organization, namely, Safeway Stores, 
Inc., which favored buyers pay less to respondents :for dried fruits 
than other buyers o£ similar commodities. 
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Respondents sell such favored buyers dried fruits at net prices, 
which prices refiect allowances for commissions and brokerage fees. 
The favored buyers also receive other financial benefits as a result 
of respondents' savings in brokerage fees. · 

Such favored buyers are sold through certain selected brokers to 
whom respondents pay less than they customarily pay their brokers, 
and such savings in conm1issions or brokerage fees as respondents 
effect in tlus manner are passed on directly or indirectly to respond­
ents' favored customers in the form of ]ower pr•ices, which prices re­
flect, directly or indirectly, the amount of commissions or brokerage 
fees retained by the respondents in such transactions. For exampJe, 
George I. Taylor of 24 California Street, San Francisco, Calif., is one 
of respondents' selected brokers through whom respondents sell their 
dried fruits to both their "regular or run-of -the-mill buyers," and also 
to certain favored buyers, inc]ucling S & W Fine Foods, Inc., and 
Safeway Stores, Inc. On sales to respondents' favored buyers respond­
ents pay their broker only 11/z percent of the purchase price as com­
missions or brokerage fees for malring such sales, while on sales made 
by-the same broker to respondents' regular or run-of-the-mill buyers 
such broker is paid 2¥2 percent of the purchase price as commissions 
or brokerage fees. 

The respondents' favored buyer, S & W Fine Foods, Inc., is a cor­
poration engaged in the business of processing, buying, selling and 
distributing an extensive line of food products, including groceries, 
vegetables, dried and canned fruits, and bakery products. This favored 
buyer maintains many warehouses and sales offices, principally h1 
Oakland, Los Angeles, and San Francisco, Calif.; Portland, Oreg.; 
Seattle, Wash.; Chicago, Ill., and New York, N. Y. Its principal 
office is located in San Francisco, Calif., where it purchases substan­
tial quantities of food products for its numerous wholesale units. 

The respondents' favored buyer, Safeway Stores, Inc., is a corpo­
ration engaged in the business of processing, buying and selling a.t 
wholesale and retail food products including groceries, vegetables, 
dried and canned fruits, and bakery products. This favored buyer 
has approximately twenty-five hundred retail stores which are located 
in various States of the United States, including Denver, Colo.; Poca­
te11o, Idaho; Wicluta, Kans.; Salt Lake City, Utah; Dallas, Tex.; 
Washington, D. C.; New York, N. Y., and Richmond, Va. Its prin­
.cipal office is located in Oakland, Calif., where it purchases substantial 
.quantities of food products, including dried fruits, for its numerous 
-;retail units. 
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Respondents sell such favored buyers dried fruits at net prices, 
which prices reflect allowances for commissions and brokerage fees. 
The :favored buyers, or some of the favored buyers, also receive on 
occasions other financial benefits as a result of respondents' savings 
in brokerage fees. Representative of such benefits are: 

(1) Granti.J1g and allowing certain favored buyers the right to 
reduce or cancel its contracts to purchase respondents' dried fruits 
if responden~ do not elect to meet lower prices ; 

(2) Respondents also absorb certain diversion and cartage charges 
incidenL to pool car shipments to certain favored buyers; 

(3) Ucspondents sell their dried :fruits to certain favored buyers 
at special confidential prices, which prices are lower than the prices 
at which respondents sell similar products to their "regular or run-of­
the-mill buyers;" 

(4) Respondents contract with certain favored buyers to sell dried 
:fTuits at a stated price for future delivery with the understanding 
that if the market declines r espondents will either meet the decline 
or cancel the order; 

(5) Respondents protect certain favored buyers on their orders 
for dried fruits at very low prices, and at the same time prevent such 
favored buyers from sustaining any loss by reason of market decline; 

(6) Respondents allow certain favored buyers to profit of-the mar­
ket on dried fruits advances, but cancel the contract without loss to 
the favored buyers if the market declines. 

PAn. 9. The respondents, since June 10, 1936, in connection with the 
sale of their dried fruits in commerce, as aforesaid, have been and 
are now paying or gra.nbng and have paid and granted directly or 
indirectly commissions, brokerage or other compensation or allow­
ances and discounts in lieu thereof to buyers on their own purchases 
of respondents' dried fruits. Such buyers have, as aforesaid, pur­
chased respondents' dried :fruits in their own names and for their own 
respective accounts for resale. · 

PAn. 10. The acts and practices of each of the respondents herein, 
namely, Bonner Packing Co., a corporation, and Charles W. Bonner, 
Claire P . Hill, M. P. Davison, and Alfred U. Thomsen, individually 
and as officers of Bonner Packing Co., in promoting the sale of their 
dried fruits in commerce by paying, granting or allowing to buyers 
directly or indirectly commissions, brokerage or other compensation 
or allowances or discounts in lieu thereof, as set forth above, are in 
violation of subsection (c) of: section 2 of the Clayton Act, as nmended. 
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REPORT, FINDINGS AS TO THE FACTS, AND ORDER 

Pursuant to the provisions of an act of Congress entitled "An Act 
to supplement existing laws against unlawful restraints and monopo­
lies, and for other purposes," approved October 15, 1914 (the Clay­
ton Act), as amended by the Robinson-Patman Act, approved June 
19,1936 (15 U.S. C., Sec. 13), the Federal Trade Commission on April 
6, 1948, issued and subsequently served upon the respondents named 
in the caption hereof its complaint in this proceeding, charging said 
respondents with having violated subsection (c) of section 2 of said 
Clayton Act, as amended. The respondents' answer to the complaint 
was filed on June 14, 1948. On March 29,1949, however, said respond­
ents fi led with the Commission a motion requesting leave to withdraw 
said original answer and to file in lieu thereof a substitute answer in 
which, for the purposes of this proceeding and with certain explana­
tions and limitations, they admitted all of the material allegations 
of fact set forth in the complaint and waived all intervening procedure 
and further hearing as to said facts, but reserved to themselves the 
right to file briefs and present oral argument as to what order, if any, 
should be issued upon the facts admitted; and the Commission, by 
order entered herein, on December 15, 1949, granted said motion. 
Thereafter, this proceeding regularly came on for final hearing before 
the Comrri.ission upon the complaint, the respondents' substitute answer 
thereto, a memorandum proposing disposition of the case, filed by 
counsel in support of the complaint, attached to which memorandum 
was a proposed form of order to cease and desist, and a memorandum 
with respect to disposition of the matter filed on behalf of the re­
spondents (the respondents in the meantime having waived their r ight 
to file briefs and present oral argument); and the Commission, having 
duly considered the matter and being now :Cully advised in the premises, · 
makes this its findings as to the facts and its conclusion drawn there­
from. 

FINDINGS AS TO TilE FL\CTS 

PARAGRAPH 1. The respondent, Bonner Paclring Co., is a corpora­
tion organized, existing and doing business under the laws of the 
State of California, with its office and principal place of business 
located at 626 Blix Building, Fresno, Cal if. Said respondent also 
maintains a packing plant at Logan, Calif. 

P .i\R. 2. The r espondent, Charles W. Bonner, is an individual 
r esiding in Fresno, Calif. He is now president of Bonner Packing 
Co., and for a substantial period of time since June 19, 1936, he has 
been a substantial stockholder and an officer o£ said corporation. After 
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becoming an officer of Bonner P acking Co. and at the present time, 
and for some time past as president of Bonner Packing Co., respond­
ent Bonner has exercised, and he still exercises, a substantial degree 
of authority and control over the business conducted by said corpora­
tion, including the direction of its distribution and sales policies. 

PAR. 3. The respondent, Claire P . Hill, is an individual residing 
in Fresno, Calif. H e is now first vice president and sales manager 
of Bonner Packing Co., and for a substanti ~Ll period of time since 
J une 19, 1936, he has been a substantial stockholder and an officer 
of said corporation. After becoming an officer of Bonner Packing 
Co. and at the present time, and for some time past as first vice 
president and sales manager of Bonner Packing Co., respondent 
Hill has exercised, and he still exercises, a substantial degree of au­
t.hority and control over the business conducted by said corporation, 
including the direction of its distribution and sales policies. 

P AR. 4. The respondent, l\1. P. Davison, is an individual residing 
in Fresno, Calif. He is now second vice president of Bonner Packing 
Co., and for a substantial period of time since June Hl, 1936, he has 
been a substantial stockholder and an officer of said corporation. After 
becoming an officer of Bmmer Packing Co. and at the present time, 
and for some time past as second vice president of Bonner P acking 
Co., respondent Davison has exercised, and he still exercises, a sub­
stantial degree of authority and control over the business conducted 
by said corporation, including the direction of its distribution and 
sales policies. 

PAR. 5. The respondent, Alfred U. Thomsen, is an individual resid­
ing in Fresno, Calif. He is now secretary treasurer of Bonner Pack­
ing Co., and for a substantial period of time since June 19, 1936, he 
has been a substantial stockholder and an officer of said corporation. 
After becoming an officer of Bonner Packing Co. and at the pre.sent 
time, and for some time past as secretary treasurer of Bonner Packing 
Co., respondent Thomsen has exercised, and he still exercises, a sub­
stantial degree of authority and control over the business conducted 
by said corporation, including the direction of its distribution and 
sales policies. 

P AR. 6. The respondent corporation, Bonner Packing Co., is now, 
and since prior to June 19, 1936, it has been, engaged in the business of 
processing, packing, selling and distributing apricots, figs, peaches, 
raisins, nectarines, and other fruits, all of which products are herein­
after designated collectively as dried fruits; and the individual re­
spondents, acting by and through said corporate respondent, are now, 
and at all times mentioned herein they have been, engaged in the same 
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business. The r espondents sell their dried fruits to many nationally 
known firms, including packing companies, wholesale grocers, chain 
grocery stores, independent grocery stores and many other buyers lo­
cated in various sections of the United States, and at all times men­
tioned herein the respondents have maintained a continuous current of 
trade and commerce in said dried fruits among and between the vari­
ous states of the United States. 

PAR. 7. The respondents have conducted their business of distribut­
ing dried :fruits by three separate and distinct methods, namely, (1) 
by selling such products through brokers who, as the respondents' sales 
agents, have made sales to buyers and have been paid for their services 
regular commissions or brokerage fees, usually 2lj2 percent of the in­
voice sales prices, which method of doing business was not challenged 
by the complaint herein, (2) by selling such products directly to cer­
tain favored buyers, without the intervention of brokers, at prices 
which reflected the respondents' savings in commissions or brokerage 
fees, and ( 3) by selling such products through brokers to certain other 
favored buyers, but paying the brokers commissions or brokerage fees 
amounting to only a portion of the regular or customary rate and 
allowing directly to the buyers the other portion of the commissions 
or brokerage fees on such sales. 

P AR. 8. (a) A broker of dried fruits, as the term "broker" is used 
herein, is a sales agent who negotiates the sale of dried frui ts for and 
on behalf of a principal seller. Such a broker acts as the principal 
seller's sales agent, soliciting and obtaining orders for the principal's 
dried fruits at the principal's prices and on the principal's terms, and 
ordinarily transmits the orders received by him to his principal who, 
thereafter, invoices aii.d ships the dried fruits directly to the buyer . 
.A..s compensation for his services, a broker is paid a commission or 
brokerage fee, which is usually calculated as a certain percentage of 
the invoice sale price of the dried fruits sold. Such a broker is not a 
trader for profit and he does not buy the dried fruits f rom his principal 
or sell such products for his own account. He does not at any point 
in a transaction take title to or have any financial interest in the dried 
-fruits sold by him, except for his commission or brokerage fee, and he 
neither makes a profit nor suffers a loss on any such transaction. That 
phase of the respondents' business involving the sale of their dried 
fruits through brokers in this manner is not involved in this 
proceeding. 

(b) In addition to selling their dried fruits through brokers in the 
manner described in subparagraph (a), the respondents, for a sub­
stantial period of time subsequent to June 1!), 1936, sold their products 

-
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in commerce directly to certain buyers who are known in the trade 
as "buying brokers." Such buyers generally designated themselves 
as brokers, merchandise brokers, or primary distributors, but in their 
transactions with the respondents they purchased dried fruits in their 
own names and for their own accounts and they did not in such trans­
actions act as brokers. Such "buying brokers" transmitted their own 
purchase orders for dried fruits directly to the respondents and the 
respondents thereafter invoiced and shipped the products ordered 
directly to such "buying brokers," from whom the purchase price of 
the merchandise was collected. I n such transactions, the respondents 
deducted from the faces of the invoices regular commissions or broker­
age fees. For a short period of time subsequent to June 19, 1936, the 
respondents also continued their previous practice of selling their 
dried fruits in commerce directly to one other large buyer and of 
deducting from the faces of the invoices on such sales regular com­
missions or brokerage fees. The respondents state that this practice 
has now been discontinued and that they do not now sell any of their 
products directly to "buying brokers'' or to other direct buyers and 
allow any commissions or brokerage fees on such sales. 

(c) In sel1ing their dried fruits through brokers in the manner 
described in subparagraph (a) of this paragraph 8, it is and has been 
the respondents' practice to pay a broker negotiating a sale a commis­
sion or brokerage fee amounting to 2% percent of tl1c invoice price of 
the products sold. For a substantial period of time subsequent to 
June 19, 1936, however, the respondents had a spechtl arrangement 
with the George I. Taylor Co., a brokerage company of San Francisco, 
Calif., under the terms of which on sales to a number of selected 
buyers the broker was paid a commission or brokerage fee of only 
l lj2 percent of the invoice price of the dried fruits sold, and under 
which arrangement the price of such products to the buyer was re­
duced .by the amount of the remainder of the regular 2ljz percent 
commission or brokerage fee. The respondents thus sold their clried 
fruits to such buyers at prices reflecting their savings in commissions 
or brokerage fees effecLed under this special arrangement. In some 
of their sales of dried fruits to these selected buyers, the respondents, 
instead of reducing the prices, allowed said buyers other concessions 
in the form of absorption of cartage or consolidation charges incident 
to pool car shipments, and these concessions likewise reflected the 
respondents' savings in brokerage on such sales. Tho respondents 
state that these practices also have now been entirely discontinued. 
They stato further that all of their relations with tho George I. Taylor 
Co. have now been terminated. 
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PAR. 9. The Commission therefore finds that since June 19, 1936, 
the respondents, in connection with the sale of their dried :fruits in 
interstate commerce, have paid or granted to buyers thereof, commis­
sions, brokerage fees, or other compensation or allowances or dis­
counts in lieu thereof, on purchases made for such buyers' own 
accounts. 

CONCLUSION 

The respondents' acts of paying and granting commissions, broker­
age :fees, or other compensation or allowances or discounts in lieu 
thereof, to buyers of dried fruits on purchases for such buyers' own 
accounts constituted violations of subsection (c) of section 2 of the 
Clayton Act, as amended. 

Commissioner Mason not participating. 

ORDER TO CEASE AND DESIST 

This proceeding having been heard by the Federal Trade Commis­
sion upon the complaint of the Commission, the respondents' substitute 
answer, in which answer said respondents, for the purposes of this 
proceeding and with certain explanations and limitations, admitted 
all of the material allegations of fact set forth in the complaint and 
waived all intervening procedure and further hearing as to said facts, 
and certain memoranda with respect to disposition of the case, filed 
by counsel in support of the complaint and by counsel for the respond­
ents, and the Commission having made its findings as to the facts and 
its conclusion that the respondents have violated the provisions of 
subsection (c) of section 2 of the act of Congress entitled "An Act to 
supplement existing laws against unlawful restraints and monopolies, 
and for other purposes," approved October 15, 1914 (the Clayton Act), 
as amended by the Robinson-Patman Act, approved June 19, 1936 (15 
USC, sec. 13) : 

I t is ordered, That the respondent, Bonner Packing Co., a corpora­
tion, and its officers, and the respondents, Charles W. Bonner, Claire 
P. Hill, M. P. Davison, and Alfred U. Thomsen, individually and as 
officers of Bonner Packing Co., and said respondents' respective agents, 
representa.tives and employees, directly or through any corporate or 
other device, in c01mection with the sale of dried fruits or other mer­
chandise in commerce, ns "commerce" is defined in the aforesaid 
Clayton Act, do forthwith cease and desist from: 

Paying or granting, directly or indirectly, to any purchaser, any 
thing of value as brokerage, or any commission, compensation, allow-
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ance or discount in lieu thereof, upon any purchase made for such 
purchaser's own account. 

I t is fur tiLer ordered, That the respondents herein shall, within sixty 
(60) days after service upon them of this order, file with the Com­
mission a report in writing setting forth in detail the manner and form 
in which they have complied with this order. 

Commissioner Mason not participating. 
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IN THE MATTER OF 

0. K. HAT NOVELTIES, INC. ET AL. 

COMPLAIWI.', FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION 
OF SEC. CS OF AN ACT OF CONGRESS APPROVED SEPT. 26, 1014, AND OF AN 
ACT OF CONGRESS APPROVED OCT. 14, 1940 

Docket 5691,. Oompla:int, L11tg. 19, 191,9-Decision, Nov. 9, 1950 

Where a corporation and the two officers who formulated nn<l directed its 
policies, engaged in the manufacture and interstate sale and distribution 
of new hats, and of used or second-baud bnts mncle from previously used 
bnt bodies which they cleaned, dyed and blocl<ccl and to which, when neces­
sary, they added new trimmiugs, sweat bancls and linings so that, wben 
finished, they had the appearance of new hats-

(a) Sold said renovated hats with no markings or labeling tbereou to disclose 
they were in fact used or secondhand, whereby a substantial JJOrlion of 
tbe purchasing public was led to believe that the bats were new and pur­
chased substantial quantities thereof, and with the result of placing in 
the hands of dealers purchasing such hats for resale a means of misleading 
the public with respect to said products; and 

Where said corporation and its said officers, engaged in the wanufacture for 
introduction into commerce, and in the sale, transportation and distribution 
therein, of bats composed In whole ot· in part of wool, reprocessed wool 
ot· reused wool as defined and so coustituting "w.ool products" us <letlned 
in the Wool Pt·oclucts Labeling Act and subject the•·eto-

( b) Misbranded said products in violation of said Act and lhe rules and 
regnlatlons promulgated thereunder by failing to nffix thereto stn mps, tags, 
labels, or other means of identification, or a substitute in lieu thereof, 
showing the percentage of the fiber weight of wool, fiber otiler than wool, 
and other inforruation called for, inclncliug the nnme of the mnnufacturer 
or the manufacturer's Identification number, and the nnme of a scllPr or re­
scllet· of the product, as provided for in rule 4, prior to its ameudn•cnt, or the 
name of one or more persons subject to section 3 of the act: 

Held, '!'hat such acts and practices, under the circumstances set forth, wet·e to 
the prejudice of the public and constituted unfair and dPCeptive acts and 
pmctices in commerce within the Intent and meanin~ of the Federal T rade 
Commission, and that the acts and pmctlces immediately above set out 
were in violation of the Wool Products Labeling Act of 1939 and the rules 
and regulations promulgated thereunder. 

Before Mr. William L. Pack, trial examiner. 
Mr. OharlesS. Oox for the Commission. 

CourLAIN'l' 

Pursuant to the provisions of the Federal Trade Commission Act 
and the vVool Products Labebng Act o£ 1939, and by virtne of the 
authority vested in it by said acts, the Federal Trade Commission, 
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having r eason to believe that 0. K . Hat Novelties, Inc., a corporation, 
and Herbert Schorr and H enry Fried, individually and as officers 
of 0. K. H at Novelties, Inc., hereinafter referred to as respondents, 
havo violated the provisions of said acts and the rules and regulations 
promulgated under the Wool Products Labeling Act of 1939, and it 
appearing to tho Commission that a proceeding by it in respect thereof 
would be in the public interest, hereby issues its complaint stating its. 
cha.rges in that respect as follows: 

Oownt I 

PAnAORArH 1. Respondent 0 . K. Hat Novelties, Inc., is a corpora­
tion organized and doing business under and by vir tue of the laws of 
the State of New York with its office and principal place of business 
at 710 Wythe Avenue, Brooklyn, N. Y. Respondent H erbert Schorr 
is an individual and an official and principal stockholder in respond­
enL 0. K. Hat Novelties, I nc., with iLs office and principal place of 
business located at 710 Wythe Avenue, Brooklyn, N.Y. Respondent 
Henry Fried, also known as H enry Friedberg, is an individual and 
an official in the respondent 0. K. Jiat Novelties, Inc., with his office 
and principal place of business also located at 710 Wythe Avenue, 
Brooklyn , N.Y. Said individual respondents formulate, control and 
direct the policies and matters of the corporate respondent. 

Said respondents net together and in cooperation each with the other 
in doing Lhe acts and things hereinafter alleged. 

PAn. 2. Respondents arc now and for more than 1 year last pas t 
have beell engnged in the manufacture of hats which a1·e sold to 
purchasers then•of locH.tcd at various points in Lho United States and 
in the District of Columbia. Respondents mw se and have caused said 
hats, '~hen sold, to be transported :from their aforesaid place of busi­
ness i 11 Bt·ooklyn, N. Y., to purchasers thereof at their respecti \'e 
point s of locatioll in various Slates of the United States and in the 
District of Columbia . There is now and has been for more than 1 
year last past, a course of t rade in said hats in comnwrce between and 
:unong the Yarions States of the United States and in tho District of 
Colnm bi a. 

I n the conrse and conduct of their business, respondents are in com­
petition with other corporations and with individuals and p~trtner­
ships e11gaged in the sale and distribution of like or similar mer­
cba,nclise in commerce between and among the va1'ions States of t he 
United Sta tes and in the District of Columbia.. 
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PAR. 3. In the course and conduct of their business, as aforesaid, 
respondents have manufactured hats which were made over from 
used, reprocessed or ashcan hat bodies without labeling the same as 
secondhand or reused hats; said previously worn or used hats are 
reconditioned by respondents by cleaning, dyeing and blocking same 
and wherever necessary, by adding new trimmings, sweatbands and 
linings, and sell said products in commerce as aforesaid. 

Said hats, when offered for sale by respondents, have the appear­
ance of new hats. When such hats, having the appearance of new 
hats, are offered to the purchasing public, they are not clearly and 
conspicuously labeled as being secondhand hats and therefore are 
readily accepted by members of the purchasing public as being new 
products. 

Said hats are sold to retailers and other dealers without any label, 
marking or designation stamped thereon or attached thereto to indi­
cate to the purchasing public or to the dealers that said hats are in 
fact secondhand products that have undergone certain processes that 
have given them the appearance of new products. As a result, a sub­
::stantial portion of the purchasing public has been led to believe and 
is now being led to believe that they were and are new hats manufac. 
tured entirely from new materials. As a result of this mistaken and 
erroneous understanding and belief, substantial quantities of respond­
ents' said hats have been purchased and are now being purchased by 
members of the public. 

By said acts and practices respondents also place in the hands of 
the purchasers of their merchandise for resale a means and instru­
mentality whereby they may and do deceive and mislead the purchas­
ing public as to the true facts in regard to respondents' said hats. 

PAR. 4. The aforesaid acts and practices of the respondents as 
herein alleged are all to the prejudice and injury of the public and 
constitute unfair and deceptive acts and practices in commerce within 
the intent and meaning of the Federal Trade Commission Act. 

Oowntll 

PARAGRAPH 1. As and for paragraph 1 of this count II of its com- · 
plaint against respondents, the Federal Trade Commission adopts 
and incorporates by reference and makes .as a part hereof, as fully as 
if set out verbatim herein, all of that part of count I of tllis complaint 
down to and including paragraph 2 of said count I and further 
eharges: 
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PAR. 2. Respondents are engaged in the introduction and the manu­
facture for introduction into commerce, and in the sale, transporta­
tion and distribution of wool products as such products are defined in 
the Wool Products Labeling Act of 1939, il! commerce as "commerce" 
is defined in said act and in the Federal Trade Commission Act. Many 
of respondents' said products are composed in whole or in part of 
wool, reprocessed wool or reused wool as those terms are defined in 
the Wool Products Labeling Act of 1939, and such products are sub­
ject to the provisions o:f said act and the rules and regulations pro­
mulgated thereunder. Since January 15, 1948, respondents have viq_­
lated the provisions of said act and said rules and regulations in the 
introduction into commerce and in the manufacture for introduction 
into commerce, and in the sale, transportation and distribution of 
said wool products in said commerce by causing said wool products to 
be misbranded within the intent and meaning of said act and said rules 
and regulations. 

PAR. 3. Among the wool products introduced and manufactured 
for introduction into commerce and sold, transported and distributed 
in said commerce as aforesaid were articles of wearing apparel, such 
as hats. Exemplifying, respondents' practice of violatu1g said act, 
and the rules and regulations promulgated thereunder, is their mis­
branding of the aforesaid products in violation of the provisions of 
said act, and said rules and regulations, by failing to affix to said 
products a stamp, tag, label, or other means of identification, or a 
substitute in lieu thereof, as provided by said act, showing (a) the 
percentage of the total .fiber weight of the wool product, exclusive of 
ornamentation not exceeding 5 per centum of said total fiber weight, 
of (1) wool, (2) reprocessed wool, (3) reused wool, (4) each fiber 
other than wool where said percentage by weight of such fiber was 
6 per centum or more, and (5) the aggreg,ate of all other fibers; (b) 
the maximum percentage of the total weight of the wool product of 
nonfibrous loading, filling or adulterating matter; (c) the percent­
ages in words and figures plainly legible by weight of the wool con­
tents of such wool product where said product contains a fiber other 
than wool; (d) the name of the manufacturer of the wool product, 
or the manufacturer's registered identification number and the name 
of a seller or reseller or the product as provided for in the rules and 
regulations promulgated under such act, or the name of one or more 
persons subject to section 3 of said act with respect to such wool 
product. 
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PAR. 4. The aforesaid acts, practices and methods of the respond­
ents as herein alleged were and are in violation of the Wool Products 
Labeling Act of 1939 and the rules and regulations promulgated 
theretmder and are all to the pt·ejuclice and injury of the public 
and constitute unfair and deceptive acts and pra,cticcs in commerce 
with1n the intent and meaning of the Federal Trade Commission Act. 

RErORT, FINDINGS AS TO TilE FAcTs, AND OnDER 

Pursuant to the provisions of the Federal Trade Commission Act 
and the Wool Products Labeling Act of 1939, the Federal 'l'mde 
Commission, on the 19th day of August 1949, issued and subsequently 
served its complaint in this procceuing upon respondents 0. K. Hat 
Novelties, Inc., a corporation, and Herbert Schon and Henry Fried, 
individually and as officers of said corporation, charging them with 
the use of unfair and deceptive acts and practices in commerce in 
violation of the provisions of said acts. Subsequently, respondent 
H enry Fried appeared before a trial examiner of the Commission, 
theretofore designated and appointed by it to receive testimony ancl 
other evidence in t his proceeding and to perform all other duties 
authorized by law, and, on November 2, 1949, respondents filed thei r 
joint answer herein, in which answer they admitted all the material 
allegations of fact set forth in the complaint and waived all inter­
vening procedure and fmther hearings as to the said facts. There­
after, this proceeding regularly came on for final hearing before the 
Commission upon the complaint, respondents' answer, tnmscript of 
hearings, and the recommended decision of the trial examiner, the 
filing of briefs and privilege of oral argument before the Commission 
havli1g been waived; and the Commission, having duly considered 
the matter and being now fully advised in the premises, finds that 
this proceeding is in the public interest and makes this its findings 
as to the facts and its conclusion drawn therefrom. 

FINDINGS AS '1'0 THI~ FACTS 

PABAORAPn 1. Respondent 0. K. H at Novelties, Inc., is tt cor pora­
tion organized and doing business under and by virtue of the laws of 
the State of New York, with its office and principal plnce of business 
located at 710 \ iVythe Avenue, Brooklyn, N. Y. Respondent Herbert 
Schorr, an individual, is an officer of and the principal stockholder in 
the respondent corporation. Respondent Henry Fried, an individual, 
is also an officer of the corporate respondent. The individual re­
spondents formulate, control, and direct the policies of the corporation. 
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.All of the respondents act in cooperation with one another in doing 
the things hereinafter described. 

PAn. 2. Respondents are now, and for more than 1 year last past 
have been, engaged in the manufacture and sale of hats, some of which 
are new hats and others of which are used or second-hand hats, that 
is, hats made :from used or second-hand hat bodies. Respondents cause 
and have caused their hats, when sold, to be transported from thei1~ 
plnte of business in the Stnte of New York to pu l·chnsers thereof 
loc·ated in various other S tates of the United SU1tes nnd in the Distr ict 
of Columbin. There is now, and for more thn.n 1 year last past has 
been, a course of trade by respondents in their hats, as aforesaid, in 
commerce between and among the various States of the United States 
and in the District of Columbia. 

PAR. 3. In the course and conduct of their business respondents man­
,_lfacture hn.ts from hat bodies which have previously been worn or 
used, such bodies being cleaned, dyed and blocked by respondents. 
Where necessary, respondents add to such bodies new trimmingst 
sweatbands and linings, and the finished product is then sold by re­
spondents. Srud huts, when offered for sale by respondents, have the 
nppearance of new hats. Respondents' hats have been sold by them 
without any marking or lnbelinl! thereon disclosing that they are in 
-fact used or second-hand, and a substantial portion of the purchasing 
public has been lrtl to believe that said hnts are new products. Sub­
stantial quantities of respondents' hats have been and arc being pur­
chnscd by the public under the erroneous and mistaken belief that 
such hats arc new rather than seconcl-lumd. 

Respondents' practices have served also to place in the hands of deal­
ers purchasing snch hats for resale a means and instrumentality 
ll'hereby such dealers have been enabled to mislead the public with 
respect to the origin and nature of such hats. 

PAR. 4. Respondents are engaged in the introduction and the manu­
facture for introduction into commerce, and in the sale, transporta­
tion and distribution of wool products, as such products are defined in 
the ·wool Products Labeling Act of 1939, in commerce, as "commerce" 
is defined in said act and in the F ederal Trade Commission Act. Many 
o:f respondents' products (hats) are composed in whole or in part o:f 
wool, reprocessed wool or reused wool, a$ those terms are defined in the 
Wool Products L~tbeling Act of 1939, and such products are subject to 

• the provisions of said act and the rules and regulations promulgated 
thereunder. Since January 15, 1948, respondents have violated the 
provisions of said act and said rules and regulations in the introduc­
tion into commerce and in the manufacture for introduction into com--

!ll!lfl75- 113-40 
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merce, and in the sale, transportation and distribution of said wool 
products in said commerce by causing such products to be misbranded 
\vithin the intent and meaning of said act and said rules and 
regulations. 

PAR. 5. Exemplifying respondents' practice of violating said act _and 
the rules and regulations promulgated thereunder has been their mis­
branding of the aforesaid products by failing to affix thereto a stamp, 
tag, label, or other means of identification, or a substitute in lieu 
thereof, as provided by said act, showing (a) the percentage of the 
total fiber weight of the wool product, exclusive of ornamentation 
not exceeding 5 percentum of said total fiber weight, of (1) wool, 
(2) reprocessed wool, (3) reused wool, (4) each fiber other than 
wool where said percentage by weight of such fiber is 5 percentum or 
more, and ( 5) the aggregate of all other fibers; (b) the maximum 
percentage of the total weight of the wool product of nonfibrous 
loading, filling or adulterating matter; (c) the percentages in words 
and figures plainly legible by weight of the wool contents of such 
product where such product contains a fiber other than wool. 

In further violation of said act and of rule 4 of the rules and regu­
lations promulgated thereunder by the Commission, as such rule exist­
ed until the amendment thereof as duly published in the F ederal 
Register on August 1, 1949, respondents have engaged in misbranding 
by failing to affix to the aforesaid wool products a stamp, tag, or 
label, or other means of identification showi1,1g the name of the man­
ufacturer or the manufacturer's identification number, and the name 
of a seller or resellcr of the product as then provided for in said rule 
4 of the rules and regulations, or the name of one or more persons 
subject to section 3 of the act with respect to such products. 

CONCLUSION 

All of the acts and practices of respondents as herein found are to 
the prejudice of the public and constitute unfair and deceptive acts 
and practices in commerce within the intent and meaning of the 
F-ederal Trade Commission Act. The acts and practices set forth in 
paragraphs 4 and 5 are also in violation of the Wool Products Label­
ing Act of 1939 and the rules and regulations promulgated thereunder.-

ORDER TO CEASE AND DESIST 

This proceeding having been heard by the Federal Trade Commis· 
sion upon the complaint. of the Commission, joint Mswer of respond­
ents admitting all the material allegations of fact set forth in said 
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complaint and waiving further hearings and intervening procedure, 
upon the transcript of hearings, and the recommended decision of 
the trial examiner; and the Commission having made its findings as 
to the facts and its conclusion that respondents have violated the 
provisions of the F ederal Trade Commission Act and the Wool Prod­
ucts Labeling Act of 1939 : 

I. It is ordered, That the respondents, 0. K. Hat Novelties, Inc., 
a corporation, and its officers, and H erbert Schorr and Henry Fried, 
individually and as officers of said corporation, and rt>spondents' 
agents, representatives and employees, directly or through any cor­
porate or other device, in connection with the offering for sale, sale 
and distribution of hats in commerce, as "commerce" is defined in 
the Federal Trade Commission Act, do forthwith cease and desist 
from-

( a) Representing that hats composed in whole or in part of used 
or second-hand materials are new or are composed of new materials 
by failing to stamp on the exposed surface of the sweatbands thereof, 
in legible and conspicuous terms which cannot be removed or oblit­
erated without mutilating the sweatbands, a statement that such prod­
ucts are composed of second-hand or used materials (e. g., "second­
hand," "used," or "made-over") ; provided that if sweatbands are not 
affixed to such hats, then such stamping must appear on tho exposed 
surface of the inside of the body of the hats in conspicuous and 
legible terms which cannot be removed or obliterated without muti­
lating said bodies. 

(b) Representing in any manner that hats made in whole or in 
part from old, used or second-hand materials are new or are composed 
of new materials. 

II. It is further ordered, That the respondents, 0. K. Hat Novelties, 
Inc., a corporation, and its officers, and Herbert Schorr and Henry 
Fried, individually and as officers of said corporation, and respond­
ents' agents, representatives, and employees, directly or through any 
corporate or other device, in connection with the introduction or man­
ufacture for introduction into commerce, or the sale, transportation, 
or distribution in commerce, as "commerce" is defined in the aforesaid 
acts, of new, as distinguished from second-hand, hats or other "wool 
products," as such products are defined in and subject to the Wool 
Products Labeling Act of 1!>39, which products contain, purport to 
contain, or in any way are represented as containing "wool," "re­
processed wool," or "reused wool," as those terms are defined in said 
act, do forthwith cease and desist from misbranding such hats, or 
other products, by failing to affix securely to or place on such prod-
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ucts a stamp, tng, label, or other means of identification, showing iu a. 
clear and conspicuous maniler : 

(a) The percentage of the totJtl fiber weight of such wool productt 
exclusive of omamentation not exceeding 5 pet• centum of said total 
fiber weight, of (1) wool, (2) reprocessed wool, (3) reused wool, (4) 
each fiber other than wool where said percentage by weight of such 
fiber is 5 per centum ot· more, and ( 5) the aggregate of nll other fibers. 

(o) The maximum percentage of the total weight of such woo1 
product of any nonfibrous loading, filling, or achil torating matter. 

( o) The name or the registered identification number of the mRnu­
facturer of such wool product, or of one or more persons engaged in~ 
introducing such wool product into commerce, Ol' · i.n tho sale, trans­
portaLion, or· distribution thereof in commerce, as "commerce" is de­
fined in the Federal Trade Commission A<:t and in the Wool Prod­
ucts Labeling Act of 1939. 

Provided, That the provisions of secLion II of this order, concerning 
misbranding, shall not be construed to prohibit a.cts permitted by 
paragraphs (a) and (b) of section 3 of the Wool Products Labeling 
Act of 1939; and 

P1·ovided furthe1·, That except for the limitations inherent in the 
provisions of section II of this order, nothing contained in this order 
shall be construed as limiting any applicable provisions of the Wool 
Products Labeling Act or of the Rules and Hegnlntions promulgated 
thereunder. 

I t is ftwthe?' m·de?·ecl, That the respondents shall , within sixty (60) 
days after service upon them of this order, fi le with the Commission 
a report in writing, setting forth in detail the mnnner and form in 
which they have complied with this order. 
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I N THE M ATTER OF 

LARRY M. DEETER DOING BUSINESS AS EDUCATIONAL 
SURVEYS 

COMPLAIN~', FINDINGS, AND ORDERS IN REGARD ~·o TBE ALLIDGED VIOLATION 
OF SEC. IJ OF AN ACT Oil' CONGRESS APPROVED SEPT. 26, 1914 

Docket 5'108. Complc~int, Oct. 1g, 1949- Decision, Nov. 9, 1950 

Where an individual engaged in tbe interstate sale and distribution in combina­
tion offers of books including, among others, the New Stnntlanl Encyclopedia, 
Young Folks Library, and Funk & Wagnull's Dictionary to purchasers in 
Washington, Idaho, Montana, and Oregon, through personal solicitation by 
his agents who were compensated solely by commissions on each sale and 
whom he supplied with descriptive circulars procured from the publishers 
and witb 11 stretcher showing one of tl1e bindings of the encyclopedia and a 
prospectus tllereof-

(a} Falsely represented t bat he was engaged In making surveys fot· various 
purposes, when in fact be was solely engaged in the sale of books and publi­
cations, and the only surveys he made were to locate prospect! ve pm·chasers; 

(b) Falsely represented that he was not selltng the encyclopedia but only the 
supplements thereto, and that if the latter were subscribed to or purchased, 
the encyclopeclia would be given as a grutulty, and also that certain books 
were given free or ns n bonus without cost whPn the purchase price was fully 
paid up; and 

(o} Falsely represented that t11e combination offer of the encyclopedia and its 
supplements was an Introductory offer fo t· advertising purposes, was at a 
reuucerl price subRtnntially lower than the llsunl nod regular price, or at a 
11rice substantially lower that that which would be charged when the en­
cyclopedia was subseqnPntly placed on the market, and thnt the combination 
was offered only to selected persons in each area; 

When in fact said offer bncl been generally made since 1944 wherever he could 
find pnrclmsers, was sol<'IY for p1·ofit, was nt the same price at which offered 
to everyone ever~'where and at which he ha d sold for a substantial time, 
and was not limited but was made to nnyoue likely to purchase; 

With tenrlency nnd capacit~' to mlsll'ad nud deceive a suhstautlal portion of the 
purchasing puhlic into the mistaken belief that such representations were 
true, whPrehy it was Induced to purchase substantial quantities of his 
said books: 

Held, '.rhat such acts and pt·actices, under the circumstances nbove set forth, 
were all to the injury nnd prejudice of the public, nncl constituted unfair 
and deceptive acts and practices in commerce. 

As respects certain other charges of the complaint, there was no evidence that 
respondent represented that his selection of customers was by chance or by 
means of a drnwiug, or that books which respondent delivered to purchasers 
were not comparable, in any specific respect, with the samples exhibited, or 
that the encyclopedia was not comparable to competitive products. 

With regm·d to the charge that respondent falsely represented that he had offices 
in t11e principal cities of the United StAtes i t appeared, among other things, 
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that for a time respondent bad offices in Spokane, Denvet·, and Kansas City, 
and bad letterheads and stationery, with the statement "Offices in the central 
cities," but that such stationery, with the possible exception of accidental 
or occasional use, was not used, and that there was no substantial evidence 
to support said charge. 

With regard to the charge that respondent represented through use of the trade 
name "Educational Surveys" that be was engaged in the business of making 
surveys hav ing to do with education, there was no evidence that the term 
was misleading or deceptive, except as to the implication which one might 
receive from the name itself, and the only evidence in the record as to that 
was to the contrary. 

Before Mr. Franlc H ier, trial examiner. 
Mr. J. W. Brookfield, Jr., for the Commission. 
Mwrphy& Bantz, of Spokane, W ash., for r espondent. 

CoMPLAINT 

Pursuant to the provisions of the Federal Trade Commission .A.ct, 
and by virtue of the authority vested in it by said Act, the Federal 
Trade Commission having reason to believe that Larry M. Deeter, 
individually and trading as Educational Surveys, hereinafter re-

. ferred to as respondent, has violated the provisions of said act and it 
appearing to the Commission that a proceeding by it in respect thereof 
would be in the public interest, hereby issues its complaint stating 
its charges in that respect as follows: 

PARAGRAPH 1. Respondent Larry M. Deeter is ~m individual trading 
and doing business as Educational Surveys with his office and prin­
cipal place of business located at 217 H yde Building in the city of 
Spokane, Wash. Respondent is now and for more than 2 years last 
past has been engaged in the sale and distribution of books including 
among others the New Standard Encyclopedi\1, Young Folks Library, 
and Funk & Wagnall's Dictionary. 

PAR. 2. I n the course and conduct of his business respondent causes 
his books when sold to bo transported from his place of business in 
the State of Washington to pmchasers thereof at their various lo­
cations in other States of the United States. Respondent maintains 
and at all times mentioned herein has maintained a course of trade 
in his said books in commerce among and between the various States 
of the United States. 

Pan. 3. In the course and conduct of his business and for the pur­
pose of promoting the sale of said books, respondent has made many 
statements and representations to prospective purchasers of said 
books in advertising matter and by means of representations of his 
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salesmen. Among and typical of such statements and representations 
are: 

1. That respondent is engaged in making surveys for various 
purposes. 

2. That respondent is not selling the encyclopediA. but if the loose­
leaf supplements published for the purpose of keeping the encyclo­
pedia up to date are purchased, the encyclopedia will be given without 
additional charge and as a gratuity. 

3. That certain books are given without cost to the purchaser when 
the cost of the supplements is fully paid for. 

4:. That the combination offer of the supplements and encyclopedia 
is an introductory offer for advertising purposes; is at a reduced 
price and substantially lower than the usual and regular selling price 
for the books. 

5. That the combination is offered to only selected persons in each 
area and that such persons are selected by chance by means of a 
drawing. 

6. That the books sold and given are comparable in all respects to 
the samples exhibited. 

7. That the encyclopedia is comparable in every respect to competi­
tive products. 

8. That respondent has offices in the principal cities of the United 
States. 

PAn. 4:. The aforesaid statements and representations are false, mis­
leading, and deceptive. In truth and in fact, respondent was not 
and is not engaged in making surveys of any sort or nature, his busi­
ness being solely that of selling books for profit. Respondent is ac­
tually engaged in selling the encyclopedia and the loose-leaf supple­
ments and the price represented as being the price charged for the 
supplements includes the charge for the encyclopedia. Any book 
or books sent to a purchaser at the time of the completion of the pay­
ments on the contract of purchase are not given without cost but the 
cost thereof is included in the contract price. The combination offer 
at a certn.in price is not an introductory offer; is not for ndvertising 
purposes nor is it at a reduced or lower price but is the usual and 
regular price for which said combination is sold. The offer is not 
confined to selected persons in a particular area but is available to all 
persons who may desire to purchase. No drawing of any sort is 
made for the purpose of selecting persons to whom the offer is made. 
The books delivered are inferior in quality and contents to the samples 
exhibited by salesmen. The encyclopedia from the standpoints of 



.582 FEIDERAL TRADE COMMISSION DEICISIONS 

Decision 47 F.~·. 0. 

.accuracy, coverage, educational, reference, and in other respects is 
less valuable than some competitive proclncts. The respondent main­
tains an office only in the city of Spokane, Wash. 

PAR. 5. Respondent, through the use of the trade name "Educa­
·tional Surveys," represents and has represented that he is engaged 
in the business of making surveys having to do with education. Such 
representation is false, misleading, and deceptive. In truth and in 
fact, said respondent makes no surveys of any kind or description. 

PAR. 6. The use by the respondent, directly and through his agents, 
·of the foregoi11g false, misleading, and deceptive staternents and rep­
resentations has had, and now has, the tendeney and cap~•eity to mis­
lead and deceive a substantial portion of the puL'chasing public into 
Lhe mistaken and crro11eous belief that such statements and representa­
tions are true. As the resul t thereof the purchasing public has been 
induced to purchase and has purchased substantial quantities of re­
·spondent's books. 

PAR. 7. The aforesaid acts and practices of the respondent, as herein 
·alleged, are all to the prejudice and injury of the public and constitute 
·nnfair and deceptive acts and practices in commerce within the i11tent 
and meaning of the Federal Trade Commission Act. 

DECISION OF THE COMJ\IISSION 

Pursuant to rule XXII of the Commission's Rules of Practice, 
.fLnd as set forth in the Commission's "Decision of the Commission 
and Order to File Report of Compliance," dated November 9, 1950, 
the initial decision in the instant matter of trial examiner Fra11k Hier, 
as set out as follows, became on that elate the decision of the 
Commission. 

INITIAL DECISION BY FRANK HIER, TRIAL EXAli'IINER 

Pursuant to the provisions of the Federal Trade Commission Act, 
the F ederal Trade Comn'lission on October 12, 1949, issued and sub­
sequently served its complaint in this proceeding upon respondent 
Larry M. Deeter, charging him with the use of unfair and deceptive 
nets and practices in commerce in violation of the provisions of said 
·act. After the issuance of said compia1nt and the filing of ;respond~ 
cnt's answer thereto, hearings were held at which testin'lony and other 
evidence in support of and in opposition to the allegations of said 
-complaint were introduced before the above-named trial examiner 
-theretofore duly designated by the Commission, and said testimony 
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and other evidence were duly recorded and filed in the office of the 
Commission. Thereafter, the proceeding regularly came on for final 
consideration by said trial examiner on the complaint, the answer 
thereto, testimony and other evidence, proposed findings as to the 
facts and conclusions presented by all counsel; and said trial exarrliner,. 
having duly considered the record hereil1, finds that this proceecling 
is in the interest of the public and makes the following findings as to 
the facts, conclusion drawn therefrom, and order: 

FIN DINGS AS '1'0 THB FACTS 

PARAGRAPH 1. Respondent Larry M. Deeter is ttn_individual trading 
and doing business as Educational Surveys with his office and prin­
cipal place of business located at 217 Hyde Building in the city of 
Spokane, ·wash. Respondent is now and since 1!)44 has been engaged 
in the sale and distribution of books, including among others, the 
New Standard Encyclopedia, Young Folks Library, and Funk & 
Wagnall 's Dictionary. 

PAR. 2. Respondent sells through agents or solicitors who cu.nvass 
individual prospective purchasers by personal persuasion in Washing­
ton, I daho, Montana, and Oregon. When executed orders or contracts 
are consummated by such solicitors, they are forwu.rded to respondents' 
office in Spokane, Wu.sh. Respondent then forwards d irections 
to the book bindery located in Columbia, Mo., for the books to be 
shipped from there directly to the purchaser under respondent's label. 
Respondent maintains and has since 1944 maintained a constant and 
substantial course of ti·ade in books and publications in commerce 
n.mong and between the various States of the United States. 

PAR. 3. Respondent does no direct mail, radio or periodical adver­
tising but does supply his agents with circulars describing and 
pictorializing the books which he sells, which literature he procures 
from the publishers. Respondent also supolies his agents with a 
stretcher showing one of the bindings of the New Standard Encyclo­
pedia and a prospectus of same, tlus being composed of selected pages 
of the encyclopedia bound in a single volume. R espondent sells his 
books in combination offers of the encyclopedia, the 10 year supple­
ments thereto, and one or more other books or sets of books, such as 
a dictionary, an atlas or the Young Folks Library. The price of each 
combination varies from $79.50 to $!)9.50, depending on the type of 
binding and what is included in the combination offer. E ach offer 
includes a right, privilege or option of getting a quarterly supple--
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ment each year for 10 years to the encyclopedia at a cost of $1.85 per 
year, which is to be sent in each year by the subscriber with a coupon 
furnished him by respondent when the encyclopedia is delivered. The 
New Standard Encyclopedia and its supplements are published by 
the Standard Education Society, 130 North Wells Street, Chicago, 
Ill., from whom respondent buys the encyclopedia when and as he 
sells it. Respondent's agents are compensated entirely by commis­
sions on each sale, which vary from 30 to 40 percent. 

PAn. 4. In the course and conduct of his business, as hereinabove 
described, and for the purpose of promoting the sale of said books 
and publications respondent, through his agents, has made statements 
and representations to prospective purchasers as follows: 

(a) That respondent is engaged in making surveys for various 
purposes rather than selling books. 

(b) That respondent is not semng the encyclopedia but is selling 
the supplements thereto and if the latter arc subscribed to or pur­
chased the encyclopedia will be given as a gratuity. 

(c) That certain books arc given free or as a bonus without cost 
when the purchase price is fully paid up. 

(cl) That the combination offer of the encyclopedia and its supple­
ments is an introductory offer for advertising purposes, is at a reduced 
prico substantially lower than the usual and regular price or is at a 
price substantially lower thnn will be charged when the encyclopedia 
is subscqncntly placed on the market. 

(e) That the combination is offered only to selected persons in each 
area. 

(f) That the books sold and delivered are comparable to samples 
exhibited. 

(g) That the encyclopedia is comparable to competitive products. 
PAn. 5. These representations, with the exception of the last two, 

are false, deceptive, and misleading. Respondent is engaged solely 
in the sale of books and publications and is not engaged in making 
surveys, except to locate prospective purchasers. Respondent sells the 
encyclopedia. The combination offer price includes the cost of every­
thing included in the offer. Nothing is given any purchaser free or 
without cost. The combination offer is not an introductory offer but 
is and has been since 1944 generally made wherever respondent can 
find purchasers. Such offer is not for advertising purposes but is 
solely for profit. Such offer is not at any reduced or special price 
but at the same price which respondent offers to everyone everywhere 
and at which he has sold for a substantial time. The offer is not con-
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fined to selected persons in a particular area but is available and made 
to anyone likely to purchase. 

PAR. 6. There is no evidence that respondent has represented that 
his selection of customers is by chance or by means of a drawing. 
There is no substantial or satisfactory evidence that books which 
respondent delivered to purchasers were not comparable (in any 
specific respect) with the samples exhibited. There is no substantial 
evidence that the encyclopedia is not comparable to competitive 
products. 

PAR. 7. When respondent first started in business, he maintained 
offices in Spokane, Wash., Denver, Colo., and Kansas City, Mo. He 
bad letterhead stationery printed with the statement "offices hi the 
Central Cities" thereon, but except for possible but unproved acci­
dental or occa.sional use, such stationery was not used. Respondent 
since 1946 has had but one office at 217 Hyde Building, Spokane, 
Wash. There is no evidence of widespread, substantial, or consistent 
use of the representation on such stationery. There is thus no sub­
stantial evidence to support the charge in the complaint that respond­
ent has falsely represented that he has offices in the principal cities 
of the United States. 

PAR. 8. There is 110 evidence that the term "Educational Surveys," 
which the respondent uses as a trade name, is misleading or deceptive, 
except the implications which one might receive from the name itself. 
The only evidence in the record is that the name did not and does not 
imply thnt respondent is engaged in making surveys. The prepon­
derance there is that the name is not misleading or deceptive as charged 
in the complaint. 

PAn. 9. The use by the respondent of the representations set out 
hereinabove in paragraph 4, as fotmd to be false, misleading and 
deceptive in paragraph 5 hereinabove, has had, now have and will 
have the tendency and capacity to mislead and deceive a substantial 
portion of the purchasing public into the mistaken and erroneous 
belief that such representations were or are true, as a result whereof 
the purchasing public has been induced to purchase and has purchased 
substantial quantities of respondent's books. 

CONCLUSION 

The aforesaid acts and practices of the respondent, as hereinabove 
described and found, are all to the injury and prejudice of the public 
and constitute· unfair and deceptive acts and practices in commerce 
within the intent and meaning of the F ederal Trade Commission A.ct. 
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ORDEn 

It is o1·dered, That Larry M. Deeter, his employees, representatives 
or agents, trading under the name Educational Surveys, or under any 
other name, directly or through any corporate or other device, in con­
nection with the offering for sale, sale and distribution of books or 
other publications of whatever nature, in commerce, as "commerce" 
is defined in the Federal Trade Commission Act, do forthwith cease 
and desist from representing, directly or by implication: 

1. That respondent's combination offer of the New Standard En­
cyclopedia and the supplements thereto, published for the purpose 
of keeping the encyclopedia current, is an introductory offer or a special 
offer for advertising purposes. 

2. That such offer is at a reduced or special price substantially lower 
than the usual or r egular selling price or is at a price substantially 
lower than will be charged when the encyclopedia is subsequently 
placed on the market. 

3. That such offer is made only to selected persons in a particular 
community or area. 

4. That respondent is engaged in making surveys for various pur­
poses. 

5. That respondent is not selling the encyclopedia, but is selling 
the supplements thereto and if the latter are subscribe(! for or pur­
chased, the encyclopedia will be given as a gratuity. 

6. That any books are given free or as a bonus without cost when 
the purchase price is fully paid up. 

ORDER '.fO FILE nEPORT OF COMPLI ANCE 

It is ordered, That the respondent, Larry M. Deeter, shall within 
sixty (60) days after service upon him of this order file with the Com­
mission a report in writing setting forth in detail the manner and 
form in which he has complied with the order to cease and desist [as 
required by said declaratory decision and order of November 9. 1950]. 
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IN THE M.A. 'ITER OF 

CORN PRODUCTS REFINING COMPANY ET AL. 

CO~IPLAINT, FINDINGS, AND ORDERS IN REGARD 'l'O 'l'lill ALLEGED VIOLATIO~ 
OF SEC. 5 OF AN ACT OF CONGRESS APPROVED SEP'.r. 26, 1914, AND OF SEC. 
2 (u) OF AN AC'l' OF CONGRESS APPROVED OCT. 15, 1014, AS AMENDED BY 
AN ACT APPROVED J UNE 10, 1036 

D ocket 5502. Oom1>lctint, June 20, 1941-D ecision., Nov. 20, 1950 

As r espects the saviug proviso in subsection (b) of Sec. 2 of the Clayton Act 
as amended by the Roblnson-Patman Act, where lower prices invo!Yed 
arose f rom or out of any planned common cou rse of action 1·espectlng 
pt·ices, such lower prices, as regards said savings proviso, could not hnve 
been made iu good faith lo meet competition. 

Where nine principal producers of com derivatives and seven of their sales 
subsidia ries, engaged In the manufacture and processing, and Interstate 
sale and distribution of said products, produced, in the main, In a mid­
western area located around and near Chicago-which, (1) in the instant 
proceedlng, inclncled corn syrup unmixed, pearl starch, gloss starch, pow­
deL·ed starch, thin boiling starch, molding starch, refined gr its, dextl·in, corn 
sugar, relined corn oil, crude corn oil, soapstock, and mixed corn syrup, 
but did not include dextrose (refined corn sugar), Amioca (starch made 
from waxy maize), or adhesives or any product of diffCI'Cnt character 
produced through further processing of any of said products; (2) consti­
tuted important articles of commerce and were consumed as food in large 
quantities in candy, jellies, preserves, baked t;oods, etc., and also had 
many Industrial uses, including use in commercial laundry preparations, 
soaps and cleaners, finishing textiles, dies, explosives and drugs; and of 
which (3) sa id producers accounted for about 95 percent of the production 
in the United States; 

In (1) carrying on thei r operations in conjunction with fom unincorporated 
trade associations, of which they were members, which were concerned with 
bulk corn derivatives, packaged starch, <!orn syrup, and corn oil, both 
packaged and In bulk, and which, organized shortly prior to the consent 
decree of April 6, 1932, dissolving the Corn Derivatives Institute, were 
operated as a single enterprise by reason of common membership and 
headquarters, and a common secretary, constituted central agencies for 
exchanging and relaying information on a dally or other periodical basis 
as to the quotations, prices, terms and conditions of sale of each member, 
intimate details of each member's business, and related matters, both 
through direct gatherh1g and dissemination of information, and the pro­
visions for meetings and discussions of members and fot· the making and 
following up of pr ice and related inquiries; and (2) in selling their prod­
ucts through use of font· geographical pricing systems, namely (a) the 
single basing point, (b) multiple basing point w ith every plant a basing 
point, (c) zone, and (cl ) a combination of slugle basing point in areas 
relatively ncar such point, and zone system in the more distant areas; 
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Acting In concet·t and on the basis of a common understanding or meeting of 
minds that they adhere to tbe prices, terms and conditions of sale agreed 
upon and in accordance with policies, plans, etc., discussed among them­
selves and wltb said secretary-

( a) ContemporaneouslY used the same geographical pricing system for any 
corn derivative in the same container, whereby any seller was enabled to 
match exactly all the other sellers' quoted prices, where each seller used 
identical practices in dealing with the many variables involved, including 
tl1e price at any basing point, the zone areas, tbe delivered cost to the 
bnyer, In any zone, the refusal to sell f. o. b. production point, the diversion 
of shipments from one destination to another, allowances for return of 
con tainer, ancl the applicable freight rates and charges; 

(b) Fil<>d their current and future prices, and other information explaining, 
modifying or affecting the same with said secretary for distribution among 
their competitors; 

(c) Filed and jointly considered the Intimate details, Including prices, of their 
respective past and future sales transactions, for similar dissemination by 
said secretary or at the meetings of their said four associations; and 
utilized the price inquiry system available thereunder with the intent and 
effect of making cooperative comparison between their past, current and 
future p1·1ces, whether received in actual sales transactions, or contained 
in price announcements or explanations and modifications filed and dis­
tributed through said common agent or jointly considered at said meetings; 

(a) Made use of said association as vel1icles through which prices were made 
uniform and deviations fl·om such uniformity were efCectively detected, 
explained, thrashed out and dealth with; 

(e) Through said instrlimentalities fixed and maintained allowances for re­
turn of containers or unused corn derivatives; differentials for warehouse, 
tank car or other means of delivery to customet·s; charges for installation 
of pump and other service facilities and for performing service functions 
for customers; terms and conditions as to guarantee against price declines; 
and terms and conditions governing the boolclng of orders for future de­
livery; 

(f) Made use generally of said four associations as media or centt·al agencies 
for exchanging information as to the many variables involved in the four 
geographical pricing systems employed and reached agreement thereon, 
and thereby were enabled to and did generally quote identical prices at des­
tination, and to make sales involving the same cost at destination to any 
purchaser; 

Capacity, tendency, and effect of which agreements, and of the acts and practices 
performed in connection therewith by said corporations, as above set out, 
were-

1. To hinder, lessen, restrain and suppress competition in the sale and 
dish·ibution of corn derivatives, In, among and between the several states; 

2. To deprive purchasers of said products of the benefits of competitlon 
in price; 

8. To systematically maintain artificial and monopolistic methods and 
prices in the sale and distribution thereof, including common rate factors in 
pricing; 
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4. To require that purchases of corn derivatives be made on a delivered 
price basis, and to prevent and defeat efforts of purchasers to avoid such 
requirements; 

5. To maintain uniform terms and conditions of sale; and 
6. Otherwise to promote and maintain said corpora tions' geographical 

price systems and to obstruct and defeat any form of competition which 
threatened or tended to threaten the continued use and maintenance of 
said system and the uniformity of prices created and maintained thereby; 
and 

Where salcl corporations, in making concerted use of geographical price systems, 
under which delivered prices of each necessarily differed as between buyers 
at different destinations, ancl necessarily injured, destroyed, and prevented 
competition among said corporations-

(D) Discriminated In price in the case of each through the use by each of said 
geographical systems of pricing, under which differences In price could not 
be justltled through the differences in cost, and with respect to which there 
was no evidence that they resulted from lower prices made in good faith 
to meet the equally low price of a competitor : 

Held, (a) That aforesaid agreement and combination, and the acts of said cor­
porations pursuant thereto, as above set out, constituted unfair methods of 
competition in commerce; and, 

(ll) That the discriminations in price by each of said corporations, as above set 
out, constituted violations of subsection (a) of section 2 of the Clayton Act 
as amended by the Robinson-Patman Act. 

As respects the use of ti1e Corn Refiners Statistical Bureau, of which the other 
three trade associations were in effect simply divisions, as a medium or 
central agency for exchanging or relaying information, and as a vehicle by 
which pl'ices were made uniform and through which deviations therefrom 
could be and were effectively detected and dealt with: while each of the 
respondents did not directly or through its representatives participate in 
each of the d iscussions and joint considerations involved in such activities, 
each did, either directly or through a representative or subsidiary, par­
ticipate In a numbet· of such discussions, joint considerations and acts and 
practices related to such matters, and each generally had knowledge, as 
respects those in which It did not participate, of the participation of the 
others, and each, while having lrnowledge of such activities, failed to dis­
associate himself from the Bureau until shortly prior to Its dlssolutio·n in 
September 1046, with the exception of one- which did so sometime there­
tofore, though continuing Its membership until the dissolution of the associa­
tions-and thereby participated with the others in collectively affecting 
prices, terms and conditions of sale. 

Before Mr. William L. Paclc, trial examiner. 
M1•. T. H arold Scott and lib>. Fr(JJYL(Ji,s 0.11! ayer for the Commission. 
Mr. Om·l R. Miller, of Decatur, Ill., and Pope & Ballard, of Chi-

~ago, Ill, for respondents, who were also represented as follows: 
Lm•d , Day & Lo1·d, M'r. Samtlel A. M cOain and Mr. Warren· S. 

A(lams fd, of New York City, for Corn Products Refining Co., Corn 
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Products Sales Co., a New J ersey corporation, and Corn Products 
Sales Co., a Massachusetts t rust. 

1lf1'. Charles C. L eForgee, of Dzcatur, TIL, for A. E. Staley Manu-. 
facturing Co. and Staley Sales Corp. 

McKone, Badgley, Mcl nally & K endall, of Jackson, Mich., and 
Cobbs, L ogan, A rmstrong, Teasdale & Roos, of St. Louis, Mo., for 
Clinton Foods, Inc., Clinton Sales Co., Bliss Syrup and Preserving 
Co., and D. B. Scully Syrup Co., Inc. 

B 1·eed, Abbott & llforgan and Mr. Ro'Qert W. Austin , of New York 
City, for Penick and Ford, Ltd., Inc. 

H all, Cunning ham, & II aywooit, of New York City, for American 
Maize-Products Co. 

Shepley, K roeger, Fisse & l ngamells, of St. Louis, Mo., for An­
heuser-Busch, I nc., A. A. Busch and Co., Inc., A. A. Busch and Co. 
of Massachusetts and Southern Syrup Co., Inc. 

W inston, Strawn, Shaw & B lack, of Chicago, Ill., and Cahill, Gor­
don, Zachry & Reindel, of New York City, for The Hubinger Co. 

DeBevoise, P limpton & McL ean, of New York City, for National 
Starch Products, Inc. 

Ross, 11{ cCord, I oe & Miller, of Indianapolis, Incl. , for Union Starch 
& Refining Co. and Union Sales Corp. 

C o MPLAI N T 

Tllis complaint is filed to obtain r elief from what the Commission 
has reason to believe are viola.tions by the. respondents, jointly and 
lSeverally, as hereinafter alleged in count I herein, of section 5 of an 
act entitled "An Act to create a Federal Trade Commission, to define 
its powers and clnties, and for other purposes," commonly referred 
to as the Federal Trade Commission Act, as approved September 26, 
1914, and amended March 21, 1938 (38 Stat. 717; 15 U. S. C. A. sec. 
41; 52 Stat. 111) , and from their violations, as alleged in Count II 
herein of section 2 (a) of an act of Congress entitled "An Act to 
supplement existing la,vs against unl awful restraints and monopolies, 
and for other purposes," commonly referred to as the Clayton Act, as 
approved October 15, 1914, and amended June 19, 1936 (38 Stat. 730; 
15 U.S. C. A. sec. 13, as amended) . 

COUNT I 

Charge of the Fedm·al Trade Omn;mission Act 

PARAGRAPH 1. Pursuant to the provisions of the Federal Trade Com­
mission Act and by virtue of the authority vested in it by said act, 
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the Federal Trade Conunission, having reason to believe that the par­
ties named in the caption hereof, and more particularly described 
and referred to hereinafter as respondents, have violated the provi­
sions of section 5 of said act, and it appearing to the Commission that 
a proceeding by it in respect thereof would be in the public interest, 
hereby issues its complaint, stating its charges in that respect as 
follows : 

Description of respondents 

PAH. 2. Each of the respondents against whom relief is sought is 
particularly named and described as follows: 

(a) Corn Products Refining Co. (sometimes hereinafter referred 
to as Corn Products) is a New Jersey corporation organized in 1906 
with princip~tl office at 17 Battery Place, New York, N. Y., and oper­
ates manufacturing plants at Argo and Pekin, Ill.; Kansas City, Mo.; 
and Edgewater, N.J., among others. Certain of its acts and practices 
as alleged herein have been carried on through and by means of 
wholly owned and controlled subsidiary companies, 

(b) Corn Products Sales Co., a New J ersey corporation, and, 
( o) Corn Products Sales Co., a Massachusetts trust ; 
(d) A. E. Stal ey Manufacturing Co. (sometimes hereinafter. re­

fel'l'ed to as Staley) is a Delaware corporation organized on or about 
November 12, 1906, with office and principal place of business in De­
catur, TIL Certain of its acts and practices have been carried on 
through and by means of 

(e) Staley Sales Co1·p., a Delaware corporation with office and prin­
cipa1 place of business in Decatur, Ill., a wholly owned and controlled 
subsidiary of Staley; 

(f) Clinton Industries, Inc. (sometimes hereinafter referred to as 
Clinton), is a Delaware corporation with principal office at 408 Pine 
Street, St. Louis, :M:o., organized on or about November 19, 1945, as a 
successor to the business of Clinton Co., an Iowa corporation, and N a­
tiona! Candy Co., Inc., a New J ersey corporation. Certain of its acts 
and practices as alleged herein have been conducted through and by 
means of wholly owned and controlled subsidiary corporations 
including, 

(g) Clinton Sales Co., :m Iowa corporation with principal office at 
Clinton; Iowa, 

(h) Bliss Syrup & Preserving Co., a Missouri corporation with its 
principal office at 1!~27 St. Louis Avenue, Kansas City, Mo., and, 

(i) D. B. Scnlly Syrup Co., Inc., an Illinois corporation, with prin­
cipal office at 321 East Illinois Street, Chicago, Ill.; 

91967~-58-41 



592 FEIDERAL TRADE COMMISSION DID.CISIONS 

Complnlut 47 F . T. C. 

(j) Penick & Ford, Ltd., Inc. (sometimes hereinafter referred to as 
Penick & Ford) is a Delaware corporation , with its pdncipal office at 
420 Lexington Avenue, New York, N.Y., with a manufacturing plant 
at Cedar Rapids, Iowa, among other places. Penick & F ord is a suc­
cessor corporation organized on or about February 7, 1920 to Penick 
& Ford, Ltd., a Louisiana corporation organized in 1898; 

(k) American Maize-Products Co. (sometimes hereinafter referred 
to as American Maize) is a Maine corpora.tion with Hs principal office 
at 100 Ea11t F orty-second Street, New Yorlc, N. Y., and its principal 
nmn n£actm:ing plant in Roby, Incl.; 

(l) Anheuser-Busch, Inc. (sometimes hereinafter referred to as 
Anheuser -Busch) is a Missouri corpora.tion with its principal office 
::\ncl manufacturing plant in St. Louis, Mo. Certain acts and practices 
as alleged herein by and in behalf of A.nhenser-Busch have been con­
dnclecl through and by means of wholly ownNl and controlled sub­
sidiary corporations, 

(m) A. A. Busch and Co., Inc., 
(n) A. A. Busch and Co. of I\Ias.'5achusett s, and, 
( o) Southern SyTup Co., ~nc. ; 
(p) The Hubinger Co. (sometimes hen•inafter rcfel'l'ecl to as H ub­

inger) is an Iowa corporation with its principal office and manufac­
turing plant located at Keokuk, Iowa , and is a successor to J. C. Hub­
inger Bros., which commenced the manufacLm·c and sale of corn 
derivatives during or about the year J 00:3; · 

(q) Nntional Starch Products, Illc. (sometimes hereinafter referred 
tons National ) is a Delaware corporation with its principal office at 
270 Madison Avenue, New York, N. Y. RE>sponclent Nationa.l was 
formerly known as Nationa.l .A.clhesiv<'s Corp., and trades under its 
own name and under the names Pjel Brothers Stal·ch Co . .and National 
.Adhesives Corp. Respondent National is the successor to the business 
of tho former P iel Bros. Starch Co. which first entered the manufac­
ture and sale of corn derivatives during or about the year 1903; 

(r) Union Starch & Refining Co. (sometimes hereinafter referred 
to as Union) is an Indiana corporation with its principal office in 
Columbus, Incl., and manufacturing plants there and at Granite City, 
Ill. Certain of the practices by and on behalf of respondent Union 
as alleged herein have been conducted through and by means of, 

( s) Union Sales Corp., a wholly owned and controlled sribsicliary 
corporation. 
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Definitions and explanations of te1"11UJ 

PAR. 3. Some of the terms hereinafter used are defined as follows: 
(1) "Corn derivatives," as used herein is defined to mean and in­

clude a.ll products of the processing of corn known generally as corn 
syrups, corn sugars, dextrins, starches, and corn oils, and including, 
among others, the products known in the trade as glucose, corn syrup 
mu·efined, pearl starch, gloss starch, powdered starch, thin boiling 
starch, thick boiling starch, moulding starch, cube starch, grits, re­
fined grits, dextrin, dextrose, corn sugar, refined corn oil, unrefined 
corn oil , soapstock, refined corn syrup, mixed corn syrup, and maple 
flavored corn syrup. 

(2) "Commerce," as used in count I herein, means commerce as 
defined in the F ederal Trade Commission Act. 

Dese1·iption of the cornnne?·ce and industnJ of respondents 

PAR. <.1:. The respondents herein, either directly or indirectly 
through subsidiary corporations, are engaged in the manufacture, 
sale and distribution of corn derivatives in commerce and the acts and 
practices hereinafter alleged have all been carried on by or in behalf 
of respondents in furtherance of said manufacture, sale and distribu­
tion in commerce. Between and among them the respondents account 
for about 95 percent or more of the corn derivatives manufactured 
and sold in the United States and it is to them that the public mnst 
look for its supplies of such products. Corn derivatives are im­
portant articles of commerce and are consumed in large quantities 
as food; as principal ingredients in manufacturing candy, jellies, 
preserves, baked goods, and other food products; in brewing malt 
beverages ; in home and commercial laundries; in finishing textiles; 
in manufacturing adhesives and soaps, and in other industries and 
trades too numerous to list herein. 

B aclcg?·ownd of practices in the incl/ust1'Y 

PAR. 5. In 1890 there were located in the United States approxi­
mately 23 companies engaged in the manufacture of starch and 7 
companies in the manufacture of glucose. Thereafter, through means 
of a holding company, National Starch Manufacturing Co., a num­
ber of the small , hitherto independent plants were combined into 
an enterprise controlling between 75 and 80 percent of the starch 
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business. Similarly, a combination was effected in Glucose Sugar 
Refining Co. of the principal part of the glucose industry. In 1902 
the Corn Products Co., a direct predecessor of respondent Corn 
Products, was organized ~mel acquired the business of Glucose Sugar 
Refining Co. and National Starch as well as several other starch and 
glucose producers which had not theretofore been controlled. Re­
spondent Corn Products was organized in 1906 as a successor of 
Corn Products Co. and acquired the remaining interests in the glucose 
field so that in 1906 it did 100 percent of the business in glucose and 
64 percent of the business in starch, accounting for approximately 
00 percent o£ the total production of corn derivatives. 

From 1903 to 1912 P iel Brothers Stnrch Co. (to whose business re­
spondent National is successor) Douglas & Co. ( lo whose business re­
spondent Penick & F ord is successor) , nnd respondents Union, Staley, 
Clinton, and American Maize entered the business and accounted, in 
1913, for approximately 35 percent of the production of the industry. 
At the present time, respontlent Com Products is tho 1argC$t producer 
in the industry, accounting for 50 percent. or more of the total business 
and 90 perce11t or more of Lhe business in tho various packaged 
products. 

A suit in equity was brought by the Unit~d States tmder the Sher­
man Act in :March 1913 against responcl~11t Com Products, P enick & 
Ford, Ltd. (to "·hich respondent Penick & Ford is successor) and 
certain individuals which resulted in an interlocutory decree on May ' 
14, 1915, effecting a di ssolution of the combination of Corn Products 
and Penick & Ford, Ltd., and forb idding acquisition of any interest 
or control therein by Com Prod nets; and in iho entry of a final decree 
on March 31, 1919, by which respondent Com Products was declared 
to be a. combination in restrnint of tra(le and di rected to dispose of 
certain of its properties. 

Thereafter, respondents herein nncl oLhers organized a trade as­
sociation known as Corn Derivativ~s Institute for the purpose of pro­
moting their mutual interests in the manufacture and sale in com­
merce of corn derivatives. A suit in equ ity was brought against Corn 
Derivatives Institnte and its members, including the present re.'3pond­
cnts and the companies to whose interests said respondents have suc­
ceeded, seeking relief f rom a. combination and conspiracy to restrain 
trade and fix prices and a consent decree was entererl on April 6, 1932, 
in the District Court for the Northern District of Illinois, restraining 
the combination and conspiracy, and dissolving Corn Der ivatives 
I nstitute. 
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Activities conducted tMough t1•ade associations and othe1•wise 

PAR. 6. Respondents haYe conducted the activities more fully de­
scribed hereinafter in paragraphs 7 through 9 tluough direct coop­
eration between and among themselves and through the medium of 
:four voluntary, nnincoeporated associations which were formed im­
medi ately following dissolution of Corn Derivatives Institute; namely, 
Corn Refu1ers Statistical Bure~tu (hereafter described as the Bureau) , 
Starch Manufacturers' Associat ion (hereafter described as the Starch 
Association) , Com Oil Producers' Association (hereafter described 
as the Oil Associatio11), and Syrup Mixers' Society (hereafter de­
scribed as the Society). Each of the Associations described above 
was organized by the respondents and has been supported, pro­
moted, and maintained by them from some time dm·ing the year 
1932 to September or October 1946, for the purpose of serving the 
mutual interests o:f the respondents in the manufacture, sale, and dis­
tribution of corn derivatives, except that respondents Anheuser-Busch 
and Union have not been members of the Starch Association; and 
National has participated only in the activities o:f the Bure.'tu and the 
Starch Association. The four associations have maintained com­
mon principal offices at 208 South LaSalle Street, Chicago, IlL, and 
one Oscar L. Moore has been the secret~try and directed the admiuis­
trn.tive affairs of all of them. While the affairs of tho associations 
have been ostensibly separate, for administrative or other purposes, 
'through common interests, common membership of the principal pro­
ducing respondents, common financial support, common offices and 
management, the four associations have been operated as a single 
enterprise for the mutual benefi t of each of the respo11dents herein. 

Cooperative activity 

P .An. 7. Respondents are now and for many years past have been 
engaged in a combination, conspiracy, and a common course of action 
in fixing and maintaining prices, terms and conditions of sale of corn 
derivatives sold by them in interstate commerce. Said combination, 
conspiracy, and common course of action has been supported and main­
tained by agreements, concert of action, and cooperation entered into 
and carried on for the purpose and with the effect of promoting a 
system o:f delivered price quotations in connection with the sale and 
delivery of corn derivatives and the matching of said delivered price 
quotations, terms, and conditions by all of the manufacturing and pri­
mary selling respondents, as set forth in quotations by two or mol'c 
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sellers to any customer or prospective customer. Pursuru1t to, in 
furtherance and in effectuation of the purposes and objectives of the 
aforesaid combination, common course of action, and cooperation, re­
spondents have formulated, adopted and performed and pnt into effect 
among others the practices and used the methods, systems and policies 
listed, described and set forth in the immediately succeeding subpara­
graplls numbered 1 to 21, inclusiYe of this paragraph 7, all :l!l'd singu­
larly for purpose and with the effect of eliminating and suppressing 
competition between and among themselves. 

(1) Respondents meet togetl1er at frequent intervals to exchange 
information and discuss and iuquire as to prices, terms, and conditions 
of sale quoted by various respondents; 

(2) Respondents disseminate between and among themselves on a 
daily basis full details of transactions of sale by each o:f the respond­
ents; 

(3) Responde11ts disseminate between and among themselves at 
frequent intervals complete information regarding production, sales, 
shipments, and inventories of corn derivatives of the various 
respondents; 

( 4) Respondents disseminate between and among I hemselves at 
frequent intervals current and future quotntions of prices, terms, and 
conditions of sale offered to the trade by v~~rious respondents ; 

(5) Respondents compile, disseminate, and employ common collec­
tions of freight rates for the purpose of calculating delivered price . 
quotations ; 

(6) Respondents sell various corn derivatives, including com syrup, 
starch, corn sugar, and corn oil, on the basis of delivered price quota­
tions calculated by adding to a base price at designated geographical 
poil1ts the rail £1·eight from such points to the destination of shipment; 

(7) Respondents sell various corn derivatives, including packaged · 
syrup, packaged corn and gloss starches, refined corn oil and ·corn 
sugar, on the basis of zone delivered pdce quotations, whereby re­
spondents divido tho country into [t score, more or less, of geographi­
cal territories, within certain of which the same delivered price is 
quoted to all customers of the same class within each zone, and whereby 
in certain other zones delivered price quotations are compiled by 
adding rail freight rates from a clesignaled base point to destination 
of salo as set forth in (6) above, applicable to transactions within 
the borders·o£ such zones; 

( 8) Respondents refuse to permit deliveries of various corn prod­
ucts to buyers' trucks or to calculate delivered price quotations by 
adding truck or water carrier rates to base prices, or upon the basis 
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of transportation charges involved in shipment of corn derivatives 
to customers, where such practices would result in lower delivered 
price quotations than those calculated as set forth in (6) and (7) 
above; 

(9) Respondents refuse to quote or sell corn derivaLivcs on prices 
calculated by adding actual shipping charges to a price f. o. b. the 
actual shipping point; 

(10) Respondents fix and maintain identical credit Lerms and cash, 
quant.ity ftncl trncle discounts; 

( ll) Hespondt'nts· fix and maintain identical allowances for retums 
of containers and of unused corn derivatives; 

(12) Respolltlcnts flx and maintain identical di1ferontia1s for ware­
house, tank cal' and other means of delivery to customers; 

(13) Respondenls fix and mainlain identical charges for installa­
tion of pumping and other service facilities and for performing service 
fm1ctions for customers; 

(14) Respondents .fix and mainta.in identical terms and conditions 
for guarantee against price declines on orders of corn derivatives; 

(15) l~esponclE'Ilts fix and maintain identical terms and conditions 
goYerning the booking of orders for futuro delivPry of corn deriva­
tives and the lengths of lime nnd prices at whieh such orders may 
be booked; 

(16) Respondents fix and maintain identical terms and conditions 
governing payment of advertising and promotio11al allowances to 
customers; 

(17) Respondents fix and maintain identical terms a.nd conditions 
for giving of bonus or free goods to customers; 

(18) Resp011dents fi x and maintain identical lerms and conditions 
for label allowances on packaged corn derivatives; 

(19) Respondents fix and maintain identical te1·ms and price cli£­
fru:entials to apply between factory and private brands of packaged 
corn derivatives; 

(20) Respondents fix and maintain identical container diil'ereutials; 
(21) Respondents maintain an inqniry system whereby daily re­

ports of transactions and quotations of respondents which deviate 
from the prices, terms, and conditions previously reported, as in (3) 
and ( 4) above, a.re questioned and the reporting member required to 
explain such deviations. · 

M etltods of oornputing deUvm·ed prices 

PAR. 8. Pursuant · to the common purpose of matching delivered 
price quotations alleged in the preceding paragr aph 7, respondents 
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have systematically prevented differing transportation charges in­
volved in shipping to differently loca.ted customers from affecting the 
cost of goods to customers by selling corn derivatives on the basis of 
delivered price quotations made up, in the case of the bulk goods, of 
a price f. o. b. designated basing points plus the rail freight rate to 
customers' destinations, and in the case of packnged goods, by divid­
ing the country into numerous arbitrary geographical zones or ter­
ritories, within certain of which a flat delivered price is quoted 
irrespective o£ location o£ the customer within the zone while to cus­
tomers within certain other zones prices are quoted on a ba.sis of a 
price f. o. b. designated basing points plus rail freight to destination. 

(1) Illustrative o£ the methods so employed in qnoLing and selling 
bulle corn derivatives, such as starch, CSU corn oil and corn sugar, re­
spondents have quoted and sold refined corn oil at prices made up by 
adding to a quotation f. o. b. Chicago the rail freight from Chicago to 
the customer, wherever located in the United States, even though a 
substantial quantity of such oil so quoted and sold by respondents was 
neither manufactured at nor shipped from Chicago, and even though 
the freight charges employed in making the delivered price quotations 
have never been incurred in shipment of the goods. 

(2) Illustrative of the methods so employed in quotiHg and selling 
packaged corn derivatives, including refined corn oil, corn and gloss 
starch, corn and mixed corn syrup, corn sngar and dextrose, respond­
onts have quoted and sold refined corn oil in small packages on the 
following basis : 

(a) For the purpose of quoting and selling a.s set forth above, re­
spondents have divided the country into the following zones or 
territories: 

'1' errito7'1J 1 : 
Entire United Stn.tes except territories 2 to 8 inclusive. 

T e1·ritory ~ : 
Maryland---@tire State. 
Washington, D. C. 
Pennsylvania-town o£ Meyersdale only. 
West Virginia---cow1ties of Berkeley, Jefferson, Morg;w, Hamp­

shire, Hardy, Mineral, Grant, Pendleton. 
Virginia- all counties except Tazewell, Bnchanan, Wise, Lee, 

Scott, nussell, Washington, Dickinson, Grayson (except Fries), 
Smyth. 

North Carolina-entire State. 
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T erritm'Y 3: 
Entire States of South· Carolina, Georgia, Florida, and Louisiana. 

Entire States of Alabama and Mississippi except for counties 
in territory No.4. 

T e1·rito1·y 4 : 
Alabama-north of and including the following cow1ties: 

Pickens, Tuscaloosa, Bibb, Shelby, Talladiga, Clay, northern 
hnH of Randolph. 

Mississippi-11orth of and including the followiHg counties: 
I ssa<]UClla , Shadmy, Yazoo, Attala, vVinston, Oktil>beha, 
Lownds. 

Tennessee-entire State. 
Virginia-counties of vVise, Lee, Scott, Russell, Washington, 

Dickinson, Grayson (except FTies), Smyth. 
Kentucky-counties of Bell, Harland, Knox, Whitley (except 

Corbin), Ballard, Carlisle, Hickman, Fulton, McCracken, 
Graves, Livingston, Marshall, Callow£ty, Crittenden, Hopkins, 
Lyon, Trigg, Caldwell, Christian, Todd, Logan, Simpson. 

Illinois-counties of Union, Alexander, Pulaski, Massac, John­
son, Pope, nud Hardin. 

J'eNito?'Y 5 : 
Arkansas-ent i rc State. 

T e1'Titory 6: 
Oklahoma-entire State. 

T er'ritory '7: 
Texas-entire State, except territory 8 and the following addi­

tional conn ties: El Paso, Hudspeth, Culberson, Jeff Davis, 
Presidio (Pxcept Marfa), Brewster (except Alpine) and 
Reeves. 

Ter1itory 8: 
Texas south and including the following counties : Newton, 

Jasper, Tyler, Liberty, San Jacinto, Trinity, Houston, Leon, 
Milan (southern portion), Williamson, L ampasas (southern 
portion), San Saba (southern portion), Mason, Menard, 
Schleicher, Crockett, Pecos and Terrell; also the towns of 
Alpine and Marfa. 

(b) To all customers in territory 1 prices are quoted and sales made 
on the basis of a price f. o. b. Chicago, Ill., with rail frejght added 
to destination; to ali customers in territories 2, 3, 4, 5, 6, 7, and 8 
prices are quoted on ~t delivered basis to the customers' destination, 
with a different single delivered price quotation appHcable through­
out each such territory. 
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(c) Respondents, pursuant t o the method set forth in (a) and (b) 
of (2) above in this paragraph 8, and illustrative thereof, made the 
following delivered price quotations applicable to the Territories 
described above per case of % gallon cans of refined corn oil cl•1ring 
1941 and 1942 and sold such oil in accordance therewith: 

Territory 1: $13.75 
" 2: " 
" 3: H.05 
" 4: 13.95 
" 5: 14.05 

" 
" 
" 

6: 14.15 
7: 14.20 
8 : 14.25 

Plus freight from Chicago to destination. 
Delivered. 

" 
" 
" 
" 
" 
" 

Syste?rwtic d'isC?'iminations 

PAR. 9. The factories at which corn derivatives a1·e manufactured 
and from which they ai·e shipped by the respondents to various con­
suming markets are located at widely separated points, within the 
States of New J ersey, Illinois, Missouri, Iowa, InclimJa, and others, 
and by quoting and selling corn derivatives by the methods and means 
set out in paragraph 8 above, respondents systematicaJly discriminate 
in net prices between and among their customers, by computing de­
li vere~l price qnottttions on the basis of transportation charges not 
actually incurred. 

PAR. 10. Each of the respondent manufactnrers has contributed to 
the accomplishment and effectiveness of the acts, things and r esults 
alleged in the immediately prccedil1g pn,ragraphs 8 aml !) hereof 
through its-

1. Use of a method of computing, formu lating :mel using debvered 
price quotations when other respondent member s simultaneously do 
likewise and by which it is enabled to, and does, match its quotat ions 
on a delivered basis with the quotations of other respondent manu­
facturers. 

2. Discrimination between and among its customers through its de­
manding, charging, accepting a.nd receiving higher net prices from 
its customers located near its plant than from its customers more dis­
tantly located for goods of like grade, quality and quantity, and 
thereLy is enabled to, and docs, match its quotations on a delivered 
basis with the quotations of other respondent members. 
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Effects of systematic discriminations 

PAn. 11. The inherent effects of the adoption and maintenance by 
the respondent manufacturers of the methods and practices described 
and alleged in paragraphs 8, 9 and 10 herein include, all and singu­
larly, the following, to wit: 

1. SuusLn,ntial lessening of competition nrnong respondent manu­
fu.et.urers. 

2. Unfa.i r a ncl oppressive discrimination against portions of the 
purcllln;ing pttblic in large areas by depriving such purchasers of the 
ad vantage which 'Youlcl otherwise accrue to them as a result of their 
proximity to tlte f<tCtorics of respondent members, and by requiring 
such purchasers to pay increases over what the net prices to such pur­
chasers would have been if such net prices had been fixed by competi­
tion among respondt>nts. 

CONCLUSION 

PAn. 12. The ahove alleged acts, practices, and methods of the re- . 
spondt>nts, all nnd singularly, have a dangerous tendency to, and do, 
restrain, hinder, suppress, and eliminate compeLition between and 
among respondents in the manufacture, sale, and distribution of corn 
derivativ<'S in commerce within the meaning of the Federal Trade 
Commission Act, and co11stitutc unfair methods of competition and 
nnfn.ir acts and practices in commerce 'vithin the intent ancl meaning 
of St>C'tion !) of tl1e Federal Trade Commission Act. 

COUNT II 

J.'lLe r:lwrge wuler the Clayton A ct 

l'AUAGU .u 'JJ 1. Pursuant to the provisions of section 2 (a) of an Act 
of Cong"ess approved October 15, 191-1, entitled "An AcL to supple­
mm1t existing hws against unlawful restraints and monopolies, and 
for other pmposcs," commonly known as tho Clayton 1\.ct, as amended 
by an act of Congress approved June 19, 11>36, commonly known as the 
Robinson-P atman Act, tho Commission, havu1g reason to believe that 
tho parties named in the caption hereof, and more particularly de­
scribed in pa.ragraph 2 of count I hereof a.s respondents, have violated 
the provisions of said act of Congress as so amended, and it appearing 
to the Commission that a proceeding by it in respect thereo-f would 
be in the public interest, the Commission hereby issues its complaint, 
stating its charges in such respeet as follows : 
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Description of ?'espondents / defonitiO?'-,s and explanation~ of te?'m8. 
oorrvmerce and indust1·y of 1·esponclents,- backg1'0tvncl of p7·actice8 ~ 
the ind'ustry 

PARAGRAPHS 2 to 5, inclusive: As pamgraphs 2 to 5, inclusive, of 
count II, the Commission incorporates paragraphs 2 to 5, inclusive 
of cotmt I of this .complaint to precisely the same extent and effect a~ 
if each and all of them were set forth in full nncl repeated VE-rbatim 
in this count II, except that the term "commerce" as hereinafter used 
means "commerce" as defined and set :forth in the Clayton Act. 

PAR. 6. Since June 19, 1036, and while engaged us aforesaid in com­
merce among and betweeu the several States of the U11itecl States and 
the District of Columbia, each of the respondents, Corn P 1·oducts, 
Staley, Clinton, Penick & Ford, American Maize, Anheuser-Busch, 
Hubinger, National, and Union, and their subsidiaries, has been, and 
is now, in the course of such commerce ui scriminating in price between 
purchasers of corn der ivatives of like grade or q11ality sold for use, 

· constm1ption or resale within the several States of the United States 
and the District of Colnmbia; and the effect o£ such discriminations 
has been to injure, destroy, and prevent competition between and 
among the r espm'1_dents aml between and among customers of the re­
spondents and in the lines of commerce in which respondents and 
their customers are engaged. 

PAR. 'l. Each o£ the respondents quotes and sells corn derivatives 
on the basis of the prices, terms, and conditions more fully set forth 
in paragraphs 8 and D o£ count I hereof, and the Conunission incor­
porates said paragraphs 8 and 9 of count I as a part of this para­
graph 7 o£ count II to precisely the same extent and effect as if said 
paragraphs were set forth in full ancl repea.ted verbatim. 

PAR. 8. In employing the zone and basing point methods of quot­
ing and selling corn derivatiYes in commerce, as set forth in parag1·aph 
'l of this count II above, each of the respondents systematically 
accepts and receives higher net prices, calculated at mill or shipping 

· point, :from some customers than from others for the purpose and 
with the effect of matching delivered price quotntions between and 
among themselves. 

PAR. 9. In employing the zone and basing point methods of quot­
ing and selling corn derivatives in conunerce, as set for th in pa.ragraph 
'l of this count II above, each of the respondents systematically ac­
cepts and receives higher prices from some customers than from others, 
depending on the location of such customers from the basing points 
and within the zones upon which delive1·ecl price quotations are cal-
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culateu; and each of the respondents adds arbitrary amotmts to base 
prices in some cases, or deducts arbitrary amounts from base prices 
in other cases depending on the location of the customer from the 
basing points or .within the zones. Such arbitrary additions and de­
ductions have no relation, in many cases, to differences in the cost of 
transporting corn derivatives to the purchasers thereof, and are dis­
criminations in price practiced by the respondents with the effect of 
eliminating competition between and among themselves. 

Eft'ects of respondents' discriminations 

P 1.1.n. 10. The inherent and necessary effects of the discriminations 
practiced as aforesaid in paragraphs 6 to 9, inclusive, have been to 
injure, destroy, :mel prevent competition in the manufactme and sale 
of corn derivatives in commerce and to injlll'e and suppress competi­
tion between nnd among Lhe customers of the respondents from whom 
are exacted the higher prices nncl the arbitrary additions to price on 
nccmmt of locat.ion, and to : 

(1) deprive customers of the respondents who are located, freight­
wise, at or ncnr the factories nnd shipping points of the respondents 
of the benefit of their location, reft.ect.ed in lower, competitive prices; 

(2) deprive thG public generally of the benefit of competition 
between ancl amo11g the l'esponclent producers of corn derivatives. 

PAR. 11. Tl1e a:foresnid acts of each of the said respondents consti­
t11te violations of Lhe provisions of subsection (a) of section 2 o:f the 
Clayton Act as amended by the Robinson-Patman .tl.ct approved J una 
1!), 1936 ( 49 Stat. 152G; 15 U. S. C. A. see. 13, as amended) . 

DEClSION OF' Tim Coi\nussrox A?-.TD OnnRR •ro F1L1·: R1o:POR'L' m' 
CollrPLIANCE 

Purs11ant to rnle XXII o£ the Commission's Rules of Practice, the 
attached initial decision of the trial examiner did, on the 20th day 
of November 1950, become the decision of the Commission, except, 
however, that in conformity with the joint request of respondents and 
counsel supportil1g the complaint, the words "do or perform" shall 
be substituted for the words "engage in" appearing in Section I of 
the initial decision, and, accordingly, under the decision of the Com­
mission, the preamble to the nmnberecl subparagraphs set forth in 
Section I of lhe order to cease and desist shall read: 

I . It is o1•cle1'ed, Under the authority vested in the Federal Trade 
Commission by the Federal Trade Commission Act, that the respond­
ents, Corn Products Refining Co., a. corporation; Corn Products Sales 
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Co., a corporation; Corn Products Sales Co., a }\'[nssachusetts trust; 
A. E. Staley Manufacturing Co., a corporation; Staley Sales Corp., 
a. corporation; Clinton F oods, Inc., a corporation (formerly known 
as Clinton Industries, Inc.) ; Bliss Syrup & Preserving Co., a corpora­
tion; D. B. Scully Syrup Co., I nc., a corporation; Penick & Ford, 
Ltd., Inc., a corporation ; American Maize-Products Co., a corpora­
tion; Anheuser-Busch, Inc., a corporation ; Southern Syrup Co., Inc., 
a corporation; The Huhinger Co., a corporation ; National Starch 
Products, Inc., a corporation; Union Starch & Refining Co., a corpo­
r ation; and Union Sales Corp., a corpo~ation , in or in connection with 
t he offering for sale, sale and distribution of corn derivatives ill com­
merce between and among the several States of the United States and 
in the District of Columbia, do forthwith cease and desist from enter­
ing into, continuing, cooperating in or carrying out any planned com­
mon course of action, agreement, uncle.t·stancling, combination, or 
conspiracy between or among any two or more of said respondents or 
between any one or more of said respondents and others not parties 
hereto to do or perform any of the following acts or practices : 

As a further part of the decision of the Commission, it is ordered 
that the respondents, Corn Products Refining Co., a corporation; Corn 
Products Sales Co., a corporation; Corn Products Sales Co., a Massa­
chusetts t rust ; A. E. Staley Manufacturing Co., a corporation; Staley 
Sales Corp., a corporation; Clinton Foods, Inc., a corporation (for­
m.erly known as Clinton Industries, I nc.) ; Bliss Syrup & Preserving 
Co., a corporation; D. B. Scully Syrup Co., Inc., a corporation; Penick 
& F ord, Ltd., Inc., a corporation; American Maize-Products Co., a 
corporation; Anheuser -Busch, Inc., a corporation; Southern Syrup 
Co., Inc. , a corporation; The Hnbinger Co., a corporation; National 
Starch P roducts, Inc., a corporation; Union Starch & Refining Co., 
a corporation; and Union Sales Corp., a corporation, shall, within 
sixty (GO) days after service upon them of this order, file with the 
Commission a r eport in writing setting forth in detail the ma1mer 
and form in which they have complied with the order to cease and 
desist. 

I NITIAL DECISION BY Wli..LIAl\I L. PACK, 'l'IUAL EXAl\IINEU 

Pursuant to the provisions of the Federal Trnde Commission Act 
and the provisions of the act of Congress entitled ".A.11 Act to supple­
ment existing laws against unlawful restraints and monopolies, and 
for other. purposes," approved October 15, 1914 (the Clayton Act) 
ns amended by the Robinson-Patman Act, approved June 10, 1936 
(15 U. S . C., sec. 13) the Federal Trade C01mnission on June 20, 1947, 
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issued and subsequently served its complaint in tllis proceeding upon 
the respondents named in the caption hereof, charging them with the 
use of unfair methods of competition in commerce in violation of the 
provisions of the Federal Trade .Commission Act and with discrimi­
nations in price in violation of the provisions of subsection (a) of 
section 2 of tho said Clayton Act, as amended. After the filing of 
respondents' answer to the complaint, respondents initiated confer­
ences contemplating settlement. As a result thereof all respondents 
agreed and consented to the entry of a cease and desist order in the 
form hereinafter set forth. Thereupon evidence was introduced and 
stipulations as to certain facts were made on the recotd before the 
above-named trial examiner theretofore duly designated by the Com­
mission, and such evidence and stipulations were duly recorded and 
filed in the office of the Commission. Thereafter the proceeding regu­
larly came on for final consideration by the trial examiner on the 
complaint, answers, stipulations, evidence, proposed findings as to the 
facts and conclusions filed by counsel supporting the co:nplaint · (the 
filing of such proposals having been waived by counsel for respond­
ents), and the proposed order to which respondents had consented; 
and the trial examiner, having duly considered the matter, makes the 
following findings as to the facts, conclusion drawn therefrom, and 
order: 

FINDINGS AS TO THE FAC'l'S 

Respondents 

P ARAGRAPH 1. (a) Respondent American Maize-Products Co. 
(hereinafter sometimes referred to as American Maize) is a corpora­
tion organized and e:\.'isting under the laws of the State of Maine with 
its principal office and place of business at 100 East Forty-second 
Street in tho city and State of New York. American Maize has for 
many yea1·s been and is now engaged in the business of manufacturing, 
distributing and selling a. number of corn derivatives. For the manu­
facture of such products respondent American Maize owns and oper­
ates a corn refi11ing plant located at Roby, Incl., which has a corn­
p:rinding capacity in excess of 35,000 bushels per day with complete 
fltcilities for the manufacture of such products. 

(b) Respondent Anheuser-Busch, Inc. (hereinafter sometimes re­
fen·ed to as Anheuser-Busch), is a corporation organized and existing 
under the Jaws of Missouri with its principal office and place of busi­
ness at 7th and Postalozzi Streets, St. Louis, Mo. For many years 
Anheuser-Busch has been and is now engaged in the business of manu­
facturing, distributing and selling a number of corn derivatives. For 
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the purpose of manufactUl'ing such corn derivatives respondent owns 
and operates a corn refining plant at St. Louis, Mo., with grinding 
capacity in excess of 10,000 bushels per day and with facilities for the 
finished fabrication of such corn der.i vati ves. Certain acts and prac­
tices as described herein by and in behalf of Anheuser-Busch have been 
conducted through and by its wholly owned and controlled subsidiary 
corporation Southern Syrup Co., Inc. (hereinafter referred to as 
Southern). Southern manufactured. and sold certain corn derivatives 
at its plant located inN ew Orle~~ns, La. 

Respondents A. A. Busch & Co., Inc., and A. A. Busch & Co. of 
Massachusetts are not engaged in the manufacturing, distributing or 
selling of corn derivatives and have never been members of the Asso­
ciations which are described below; the term "respondents" as used 
hereinafter shall not include these two respondents. 

(c) Respondent Clinton Foods, Inc. (hereinafter sometimes re­
ferred to as Clinton), is a corporation organized and existing under 
the laws of the State of Delaware, having its principal office and place 
of business at 408 Pine Street, St. Louis, Mo. Clinton Foods, Inc., 
became the name of the corporation on November 14, 1949. Prior to 
that the corporation was known as Clinton Industries, Inc., organized 
on or about November 19, 19:1:5, as a successor to the business o£ Clinton 
Co., an Iowa corporation, and National Candy Co., Inc., a New Jersey 
corporation. Certain of the acts and pmctices of Clinton as herein­
after described have been conducted through n.11d by means of wholly 
owned and co11 trollecl subsidiary corporati011S including: 

(1) Cli11ton Sales Co. (hereinafter sometimes referred to as Clinton 
Sa los), a co1·pora tion organized under the laws of the SLate of I llinois 
with its principal office and place of business at 800 North Michigan 
Avenue, Chicago, lll. Clinton Sales sold and distr.ibntecl products 
manufactured by Clinton. Clinton Sales Co. was clissolved in Janu­
ary of 1950 and is no longer engaged in business. 

(2) Bliss Syrup & Preserving Co. (hereinafter sometimes referred 
to as Bliss) which is a corporation organized and existing under the 
laws of the State of :Missouri with its principal office and place of 
business at 1327 St. Louis Avenue, Kansas City, Mo. Respondent Bliss 
is engaged in the business of mixing, selling and di stributing mixed 
corn syrup; 

(3) D. B. Scully Syrup Co., Inc., (hereinafter sometimes referred 
to as Scully), which is a corporation organized and e>--isting under the 
laws of the State o£ Illinois with its principal office and place of busi­
ness at 321 illinois Street, Chicago, Ill . Respondent Scully is engaged 
in the business of mixing, selling, and distributing mixed corn syrup. 
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For man}' years prior to its dissolution, Clinton Sales Co. had been, 
and Clinton, its predecessors, and its respondent subsidiaries, Bliss ancl 
Scully, are now engaged in the business of manufacturing, selling, and 
distributing a number of corn derivatives. They have a plant at 
CHnton, Iowa , which has a corn gri11ding capacity in excess of 32,000 
buslwls pe1· day and complete facilities for t.he prod11dion of alllmown 
corn dcri valivcs both ior llousehold and industrial use. 

( (l) Respondent Com Products Refining Co. (hcrci n1dter some­
times refenE'<l to as CPR) is a corporation orp;anizcd in 1DOG a.nd exist­
ing 11nder the laws of the State of New· Jersc.)' with its principal ofiice 
and place of business at 17 Battery Phtce in tho city allCl State of New 
York. CPR has an authorized capital stock of $100,000,000. CPR 
owns and opt>l'at~s plants at Pekin and Argo, Ill.; NoeLh Kansas City 
Mo.; one recently E-rected at Corpus Christi, T E-x.; a distributing plallt 
nnd 'vareho11se nt Ridgefield, N.J.; and maintains approxim;ttely 400 
di!.itributinp; warehouse points throughout the sewral States of the 
U11iled , 'tales. The Argo, Pekin, North Kansas City, all<} Corpus 
Christi plants have a com grinding capacity in excess of 200,000 
bushels per day, with complete faciliti es for the finished fabri cation of 
all known corn dt>rivatives, both for householcl and iudustrial usc: and 
including well eqnipped carton and can plants antl printing establ ish-
11JPllts for use in p rodncing t.he many packaged products of t·hc com­
pany. CPR's griml o£ corn approximates that. of aU of its competitors 
combined. Certain of its acts and practices described herein haY~ 
been canicd on throngh a.nd by means of the following wholly ownNl 
and controllecl su bsidiary companies : 

(1) Corn Products Sales Co., Inc., a corporation organized and 
existing under the laws of the State of New J ersey, having its head­
quarters at 17 Bat.tery Place, in the city and State of New York, and 

(2) Corn Products Sales Co., a Massachusetts trust, having it·s head­
qtmrters at 17 Battery Place, New York, N.Y. 

These two wholly owned subsidiaries sell and disLribnte the com 
derivaLives rnanufacturecl by CPR. CPR, in addition to hulk prod­
ucts, produces, among others, t.he following branded products : ICings­
ford and Dmyea Starches, Karo Syrup, Mazo]a Oil, Argo Corn 
St:trch, and Linit Starch. 

(e) Respondent The Hubinger Co. (hereinafter sometimes referred 
to as Hubinger) is a corporation organized and existmg 1mder the 
laws of the State of Iowa, with its principal office and manufacturing 
plant located at 1003 South Fifth Street, Keokuk, Iowa, and is suc­
cessor to J . C. Hubinger Bros., which commenced the manufacture 
and sale of corn derivatives during or about the year 1903. For many 

919675--58----42 
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y~ars Hubinger has been, and is now, engaged in the lmsiness of manu­
faclurillg, distributing, and selling a number of corn cleri vati vcs. For 
the mn.nufacture of such products, respondent Hubinger owns and · 
operates a corn reflnillg plant ftt K eokuk, Iowa, which has a corn 
grinding capacity in excess of 12,000 bushels per day. 

(f ) Respondent National Starch Prodncts, Inc. (sometimes here­
inafter refen ed to as National) is a corporation orgmuzed and exist­
ing under the laws of tl10 State of Delawnrc, with its principal office 
and place of business a.t 270 Madison Avcn11e, in the city and State 
of New Ymk Respondent National was forme1·ly ]mown as National 
Adhesives Corp. In July 1939, it purchased certain of the assets of 
Piel Bros. Starch Co., an Indiana cOTporation, including lhe plant of 
manufactmc located at Indianapolis, Incl., anrl which has a corn­
g t·inding capacity of approximately 10,000 bnshels per clay. Since 
the purchase of such plant in July of 1939, n•spondPnt National has 
bPcn and is now engaged in the busine&'S of manufactming, distribut­
ing, and selling a number of corn derivatives. 

(g) Responden t P enick & F ord, L td., Inc. (lw t·eaftcr sometimes re­
fetTcd to as P & F) is a corporation organized and Pxisting under the 
laws of the Stale of Delaware, wW1 its principal office and place of 
business at 420 Lexington Avennc, in the city and State of New York. 
Resepondent P & F is a corporation organized on or about February 
7, 1920, wbi c:h shortly thereafter acquired the assets ot Penick & Ford, 
Ltd., a syrnp-mixing concern orga1uzcd in 1898 nnd of Douglas & Co., 
a manufacturer organized in 1903. P & F has s ince 1920 been and is 
no\-v engngNl in the business of manu:factnring, distributing and sell­
iJtg a nnmbcr of corn derivatives. Foi· the mamrfacturc of such prod­
nets, r & F owns and operates a corn refining plant located at Cedar 
Rapids, Iowa , which has a corn-g rinding capacity in excess of 34,000 
bushels a day, with complete f acilities for the mannfacture of such 
products. 

(h ) Respondent .\... E. S taley M~tnufacturing Co. (hereinafter some­
times referred to as Staley) is a corporation organized on November 
9, 1906, and existing under the htws of the State of Delaware, with 
its principal office and place of business at 2200 East Eldorado Street, 
in the city of Decatur, in the State of Illinois. Certrtin of Staley's 
acts and practices described herein have been carried on through and 
by means of its wholly owned subsidiary, respondent Staley Sales 
Corp. (hereinafter sometimes referred to as Staley Sales), an Illinois 
corporation, with offices and principal place of business in Decatur, 
Ill. Respondent Staley owns and operates a corn refining plant at 
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Decatur, Ill. , with a com-gl'inding capacity o.f approximately 50,000 
bushels per day, with complete facilities for the finished fabrication 
of all known corn products, both for household and industrial use. 
Respondent Stttley for mm1y years has been and is now engaged in the 
business of manufacturing, dist1:ibuting, and selling a number of corn 
derivatives. In addition, it manufactures branded corn products. 

( i) Respondent Union Starch & Refining Co. (hereinafter some­
rimes referred to ns Union) is a corporation organized and existing 
under the laws of the State of Indiana, with its principal office and 
place of business at 301 Washington Street, in the city of Columbus 
and State of Indiann.. Certain of the practices by and on behalf 
of respondent Union a~ _desc:ribed·~erein have been conducted through 
and by means of its wholly owned subsidiary, respondent Union Sales 
Corp., which is an Indiana corporation, with its principal office and 
place of business at 301 Washington Street, Columbus, Incl. The 
products manufactured by Union are sold and distributed by Union 
Sales Corp. For many years, respondent Union has been ltnd is now 
eegagcd in the business of distributing and selling a number of corn 
derivatives. For the pmpose of refining corn in the manufactme 
of such corn derivatives, Union owns and operates a corn refming 
plant located at Granite City, Ill., which plant has a com grind­
ing capacity of approxinmtely 15,000 bushel!:! per day, with facilities 
for the finishe<l fabrication ef 'Such corn derivatives. Respondent's 
plant at Edinburg, Inrl., is· pot; Ufmblo for and has not been usecl for 
refud_ng corn since 1922. 

Definition and explanation of tenns 

PAn. 2. (a) As they are used throughout these findings the wo1·ds 
"corn derivatives" shall mean and include the products corn syrnp 
unmixed, pearl starch, gloss starch, powdered su~rch, thin boiling 
starch, moulding starch, refined grits, dextrin, corn sugar, refined 
corn oil, crude corn oil, soapstock, and mixed corn syrnp, but shall 
not include dextrose (refined corn sug1tr), Amioca (starch made from 
waxy maize), or adhesiv,es p~·oduced from com derivatives through 
the further process of co~king or gelatinizing, or any product of a 
different character resulting from the further processing of any of 
the foregoing products hereinabove defined as "corn derivatives." 

(b) "Commerce" as used herein incorporates the definition of com­
merce as defined in the Federal Trade Commission Act m1d the Clay­
ton Act. · 
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l nte?·state comonerce 

PAR. 3. Each of the respondents n.amed . in paragraph 1 herein,. 
either directly or indirectly through respondent subsidia,ry corpora­
t.ions, is engag:ed in the manufacture, processing, distribution or sale 
~f various corn derivatives i11 commerce bqtween and among the vari­
OliS States of Lhe United States imd the Dfstrjct of Columbia. Each 
of them manufactures or sells a number .of "corn derivatives" as they 
are defined li1 paragraph 2 (a) herein. The acts and practices here­
inafter descrii.Jecl have all been carried on by or in behalf of respond­
ents in flll·thcrance of said manufacture, sale a.nd distribution in com­
merce. · ERch of these respondents, in the course of such businesst 
competes, except as hereinafter stated, with other corporations, part­
nerships, and individuals similarly engaged. 

Des01·iption of the commerce and ind1.tstry uf,·e~ponclmts 

P AR. 4. (a) Various of the "corn derivatives" as defi ned in para­
gl'aph 2 (a) arc sold in bulk and in paclmgcd form. Others are sold 
excl11sively in bulk and still others exclw;ively in packaged form. 
Corn and Hs byproducts may be put to over 500 uses of which the corn 
wet milling industry produces ingredients for about 400, almost all 
of ·which are derived from the basic corn derivatives. Between and 
among them the respondents account for about 95 percent of the corn 
derivatives manufactured and sold lll the United States. In the 
main, the production of the respondents is centered in a midwestern 
area located around and near Chicago, Illinois, and thus close to the 
most important corn belt area in the United States. The corn wet 
milling industry purchases approximately 25 percent of all corn reach­
ing the big terminal markets. 

(b) In the corn wet milill1g proce.ss the corn is first cleaned and then 
steeped in tanks of warm water to soften the kernel and loosen the 
hull. From the steeping t anks the kernels are degcrminated and then 
washed in germ separators. ·H ere the germs are skimmed off, treated, 
and the oil is pressed from the germ. It is at this stage in the process 
that corn oil is extracted from the kernel and upon fnrther processing 
it becomes the finished product, either crude or refined corn oil. In 
the ma:ll1 process, the kernels are then finally grotmd and washed 
and the hulls separated from the starch and gluten by a series of re­
volving nylon tubes stretched over :frames. TJ:us leaves only gluten 
and starch remaining of the original kernels. The mixture then is 
sent through long shallow troughs where the starch granules sink 
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to the bottom and the gluten flows off into settling tanks. The starch 
then passes through centrifugal machines to remove all traces of the 
gluten and it is then ready for drying, preparation for market as 
starch or conversion into dextrin,·syrup, or sugar. 

(a) Corn derivatives are important articles of commerce and are 
consumed in large quantities and in many varieties as food; as prin­
cipal ingredients in manufacturing candy, jellies, preserves, baked 

. goods, and many other food products. The industrial uses of corn 
derivatives are many and include, among others, home and commerc.ial 
laundry preparations, soaps and cleaners, finishing texti les, dyes and 
.explosives, and drugs. 

Baalcg?Ynund of practices in the industry 

PAR. 5. (a) In 1890 there were located in the United States ap­
proximately 23 companies engaged in the manufacture of starch and 
7 companies in the manufacture of glucose. Thereafter, through 
means of a holding company, National Starch Manufacturing Co., a 
number of the small hitherto independent plants were associated to­
gether in an enterprise accounting for between 75 and 80 percent of 
the st.'trch business. S imilarly, in the manufacture of glucose, a new 
grouping was effected in Glucose Sugar R efining Co. of the principal 
part of the glucose industry. In 1902 the Corn Produ'cts Co., a prede­
cessor of the respondent CPR, was orga,nized and acquired the bnsi­
ness of Glucose Sugar Refining Co. and National Starch Manufactur­
ing Co. ns well as several other starch and g1ncose producers which 
had not been subsidiaries of the above companies. Respondent CPR 
was organi?~ed in 1006 as a successor of Corn Products Co. and all of 
the other interests in the .gh10ose field so that in 1006 it dicllOO percent 
<Qf tho business in glucose and 64 percent of the business in stftrch, 
accounting for approximately 90 percent o:f the total production of 
corn derivatives. 

(b) From 1903 to 1912 Piel Brothers Starch Co. (whose corn wet­
milling plant respondent National purchased in July, 1939), Douglas 
& Co. (whose remaining assets respondent P & F pmchased after n.n 
explosion which wrecked the plant in 1919), and respondents Union, 
Staley, Clinton, and American Maize entered the business and ac­
-counted, in l!H3, for approximately 35 percent of the production of 
the industry. At the present time respondent CPR is the largest 
producer in the industry, accounting for approximately 50 porcent 
·Of the total business and 90 percent Ot the businf'SS of the variOUS 
packaged products. 
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(c) A suit in equity 'ns brought by the United SUtles tmder the 
Sherman Act in March, 1913, in the .Federal District Court for the 
Southern District' of New Yol'k"ftga.inst i;espondent CPR, Penick & 
Ford, Ltd. (to the syrup-mixing business of which respondent P & F 
is successor) and certain individuals which resulted in an interlocu­
tory consent decree on May 14, 1915, effecting a sale of the stock in­
terest in P enick & Ford, Ltd. held by CPR and forbidding each 
to acquire any interest or cont1·ol in the other; and in the entry of a. 
final deCI·ee March 31, 1919, by which respondent CPR was directed 
to dispose of certain of its properties. 

(d) In December, J 925, manufa.cturillg respondents herein, in­
cluding the present respondents and the companies to whose interests 
said respoudents have succeeded, except National, and others organ­
ized a trade association known as "Corn Derivatives Institute" for the 
purpose of promoting their mutual iuterests in the manufacture and 
sale in commerce of com derivatives. A su)t in equity was brought 
against Com. Dei·i,7atives Ii1'sLituLe and its members, seeking relief 
under ·the then existing Anti-Trust laws and a consent decree was 
entered on April 6, 1932, in the District. Court for the Northern 
District of Illinois, dissolving Corn Deri l'ati ves Insti tn te. 

Activities of the ?'espon<leuts ger~e1·ally 

6. (a) Respondents American Maize, Anheuser-Busch , Clinton, 
CPR, HnbingPr, National , P & F·, Staley , a.nd Union account for the 
principal part of the industry's production, and throngh them or 
Lheir respondent snbsicliarie..s as nn.med in paragraph 1 herein, the 
major part of the industry's production is sold and distributed in the 
various Stat es of the United StatPs and the District of Columbia. 

(-b) Ea.ch of the corporate respondents has been a. member a.t one 
time or anothe1· a.nd has participated in and supported t he activit ies 
of the following four voluntary, unincorporated trade associations : 

(1) Com Refiners Statistical Bmen.u (hereinafter sometimes re-. 
£erred to as the Bureau) , organized March 4, 1932 and dissolved in 
September of 1946. 

(2) Starch Manufacturers Associa.tion (sometimes hereinafter re­
ferred to as Starch Association), organized J a.nuary 20, 1!>30, and 
dissolved in September of 1946. 

(3) Corn Oil Producers Association (sometimes hereinafter re­
fen·ed to as the Oil Association) , organized December 9, 1930, and 
di ssolved in September of 1946. 



CORN PRODUC'l'S REFINING CO. E'.r AL. 613 

587 Findings 

(4) Syrup Mixers' Society (sometimes hereinafter referred to as 
the Society), organized February 10, 1928, and dissolved in September 
of 1946. 

except that Anheuser-Busch and Union have not been members of the 
Starch Association. Respondent National has participated in and 
supported the activities of the Bureau and the Starch Associt1-tion, 
both of which it became a member of in 1939; National resigned from 
the Starch Association in 1!>43 and has never been a member of Oil 
Association, or the Society. Respondents Bliss and Scully have par­
Licipated iu, been roembe1·s of and supported the activities of only 
the Society. Oscar L. Moore assisted in the organization of the four 
above-named associations, acted as Secretary to each of them, directed 
thei1· affairs and presided a.t the respective meetings of their members, 
from their organization through their dissolution in September of 
1946. Through common membership and headquarters at 20!> La Salle 
Street, Chicago, TIL, by the respondents and common secretaryship 
of Oscar L . Moore, the four above-named associations were operated 
as a single enterpdse, and the Oil Association, the Starch Associa­
tion, and the Society hn ve been in effect simply divisions of the Bureau. 

The said Bureau, Starch Association, Oil Association, and Society 
were clissol-trecl in September 1!>4G as heretofore shown and, therefore, 
so far as the record shows, following that date there was no further 
activity through the said nssociations o1· connection between said in­
dustry with the said Oscar L. Moore. 

However, the existence of Oscar L. Moore's oJrice as headquarters 
for tratle associations in other industries has continued and the files 
of the :four associations have been kept in storage up to the closing of 
the record in this cnse. 

These facts, as well as the history of this industry, permit the con­
clusion that there is a suflicient probabilit.y of resumption of the activi­
ties carried on by and tlu-ough the said four associations that tho pub­
lic interest requires that such activities must be expressly forbidden 
by <tn order in this proceeding. 

Activities of the Burreatt and its 1rwnwers 

PAR. 7. A. constitution, byla,vs, :mclreporti11g plan were adopted and 
amended from time to time and these governed the activities of the 
Bureau. Matters relating to bulk corn derivatives including corn 
syrup unmixed, cornstarch and corn sugar, but excepting corn oilt 
were subject to tho activities of the Bureau. 
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PAn. 8. The Bureau was used by the respondent members as a means 
of exchanging information regarding the following: 

prices; tenm of sale; discounts; allowances for return of containers 
or unused corn derivatives; differentials for warehouse, tank car or 
other means of delivery to customers; charges for installation of 
pumping aud other service facilities and for performing service func­
tions for customers; terms and conditions for guarantee against price 
declines on orders of cm-n derivatives; terms and conditions govern­
ing the booking of orders for future delivery of corn derivatives; the 
lengths of time and prices at which such orders might be booked; and 
other factors affecting the marketing of corn syrup unmixed, bulk 
starch, corn sugar, and refined grits. 

Each of the participating rcsponde11ts reported to the Bureau, at the 
end of each day, transactions in such products, including in the report 
complete details as to prices, terms and conditions of saJe, such as, but 
not limited to: 

the grade and quality of the product; type of container or package; 
the point of delivery; aJld the delivered p1·ice. 

These reports were compiled and tabulated by the secretary, Oscar L. 
Moore, and these compilations, showing such iuformatio1t for the en­
tire industry, and frequently showing such information for the in­
dividual members, were transmitted by the Bureau by m1til to each of 
the parLicipating respondents within 24 hou1·s of receipt of said re­
ports. Monthly stat istical reports were c9mpilecl anLl published by 
t.he Bureau feom information furnished hy the corpontte respondents 
showing sepamtely for each respondent: 

production and distribution by consuming trades of certain corn 
derivatives; stocks on hand; amount of corn ground by various re­
spondents and other matters. 

Daily reports of sales were disseminated only to the participating 
members; monthly statistical reports were furnished to the said mem­
bers and certain of them upon request to government agencies. 

PAn. 9. Printed forms were distributed by the Bureau to the mem­
bers for the purpose of making inquiry of tho Secretary as to the 
correctJ1ess of reported transactions, or as to the absence of a report 
of a transaction about which information had been secured through 
livered price or a.n advantage to a buyer over the prices or terms of 
condition of sale, allowance, or discount which vnried from those there­
tofore reported by another member, inquiry might have been made and 
was made to the Secretary for details of the transaction. Upon re· 
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ceipt of sut h an inquiry, the Secretary informed the member who 
participated in the transaction and asked whether such transaction 
was correctly reported or if in fa ct it had occurred. This member 
convoyed an explanation to the Secretn.ry and this was in turn reported 
lo the inquiring member. 

P.AH. 10. Members of the llurea11 met monthly and upon call of thP. 
Secretary at other times and discussed in detail factors affecting the 
marketing of corn derivatives. At each meeting a portion of time 
was set aside for the questioning of representatives of m.embers present 
as to transactions which had been reported i11 daily price r eports in 
the trade. Diseussions followed concerning the explanations which 
had been given :for such questioned transactions. R epresentatives of 
members ofl en stn ted that a factor whi ch resulted in a lowered de­
livered pi·ice OJ' an advantage to a buyor over the prices or terms· of 
othe1· members h nd been used by mistake. l{eporting of the details 
of transactions and discussions thereof by representatives of members 
at meetings \YaS often Carried out in Such manner aS to disclose to each 
member present the int imate details of the questioned member's b usi-
11ess, inclndinp; the names and locations of some customers of the mem­
ber, together with the specific prices, terms, and conditions of sale used 
in selling lo s11ch c11st·omers. Representatives of members discuss~d 
and considered together at Bureau meetings, in price inquiries as de­
scribed in paragraph V abo,·e and otherwise through the Bureau, 
vadous factors as to s11ch transa.ctions influencing pri ce, including : 

protection of customers against price declines; refusal to sell f. o. b. 
production poil1t; diver sion of syrup from one destination to another 
for the purpose of obtaining a lower delivered price; allowances for 
return of containers or mwsed corn derivatives; clifi'erentials for ware­
house, tanJc car , ot· other mea.11s of delivery to customers; charges for 
installation of pumping nnd other service facilities and for performing 
service :hmctions for customers; terms and comlitions governing the 
booking of orders for :futtn·e delivery of corn derivatives, ancJ... the 
lengths of time and prices at which such orders might be booked; 
and freight rates and charges applicable to delivered prices. 

Docnm~>nts appearing in the files of individual respondents indicate 
tJtat many of the cbscussions and joint considerations mentioned above 
which occurred at Bureau meetings were 11ot referred to nor set forth 
in the minntes of such meetings prepared by the Secretary. 

PAR. 11. The acts, practices, and procedures outlined above indicate 
that the Bureau was used as a medium or central agency for exchang­
ing or r elaying information as to the qnota.l io11S, prices, terms, and 
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conditions o:f sale o-f each member, as to intimate details of each mem­
ber 's business and as a vehicle by 'vhich prices were made tmi:form, 
and deviations :from such uniformity could be and were effectively 
detected and met. Each o:f the respondents directly or through its 
representatives did not participate in each of the discussions and 
joint considerations described above, but each respondent, either di­
rectly or throngh a representative ot· subsi<liary, participatc<l iu a 
11umber o:f such discussions, joint considet·ations, nets and practices 
there described ancl , with respect to tlwse ht which it did not partici­
pate it genorn.lly had knowledge of the participation of the other 
respondents. The record does not disclose that such activities con­
tin·ued subsequent to the dissolution o-f the Burea11 in September 
1946, but until shortly prior thereto each respondent, having lmowl­
edge of the acts and practices above set :forth, :failed to disassociate 
himself :from the Bmeau and thereby participated with the others in 
collectively affecting prices, torms, :mel conditions of sale, except :for 
the actions of Staley as hereinafter described. 

S tu ley participated :ft1lly in the activities of Lho Bureau, the Starch 
Association, tho Oil Association, and the Society unti l September 
19t.IJ5, whE>n it ceased attending meetings and until January 1946, 
when it ceased participating in the r eportinp; activities :mel in the 
inqui1·y systom. However, Staley continued its membership in the 
four Associations until their dissolution. 

Arti'uities oj' the S tarch A8Rooiation and it8 m,e1nbrt'8 

P An. 12. A constitution, bylaws, and reporting plan were adopted 
und amended from time to time ancl these governed the activities o:f 
t.he S tarch Association. UatlE>rs relating to packaged starch, both 
corn and gloss, were subject to the activiti es of tl1o S tarch Association. 

PAn. 13. Tho Starch Associat ion had the same objectives as and 
has operated with respect to packagC'd com and gloss starch exactly 
as described in paragmphs 8 through 11 above for the Bureau, with 
the following minor differences : 
. (a) The daily reports to the Starch Association included the zone 
and territory in which the buyer was located, the type of package, 
whether a factory or private brand, the delivered price, f. o. b. point, 
trade discounts, free deals and allowances, and\ when zone areas 
were changed, zone maps showing the new zones. 

(b) Reported variations from previously reported sales included: 
T rade discounts; invoice terms; price guarantees; length of time 

and price at which bookings had been made; location of buyers to 
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whom free goods hatl been allowed and amount of free goods; adver­
tising allowances; specialty work through jobbers; label allowances; 
drop shipments; floor-stock guarantees; private brand carton and 
]abel allowances; customers' consignments; ex-warehouse charges; 
pool-car charges; cartage charges and free allowances. 

(c) Periodic statistical reports were compiled and published quar­
terly l'aiher than month ly, and were 110t requested by Government 
agencies. 

(d) The subjects discussed and jointly considered at Starch Asso­
ciation meetings, in price inquiries and otherwise through tho Starch 
Association included : 

( 1) Freight ra tos used in calculating delivered prices; 
(2) The territorial limits of zones to which deliv.ered prices applied 

and differentials in delivered price between zones; 
(3) Trade and cash discounts, invoice terms, and the terms of 

close-ouls of old stock; 
(4) Consignment of goods; 
(5) Ex-warehouse clmrges, pool-car charges, carla.ge charges, and 

freight allowances ; 
(6) Specialty work t.hrough jobbers; 
(7) Price gmmmtccs and floor-stock guarantees; 
(8) Length of Lime a,nd prices at which bookings were mftde; 
( 9) Advertising and promotional allowances; 
(10) Freight goods allowances and drop shipments; 
( 11) Label allowances ; 
(12) Private brand allowances; 
(13) ChaTges on nccount of differing containers. 
(e) P & F pa rt.icipaled fully in the activities of Lhe Starch Asso­

oiation, except. that the record does not show it participated in the 
reporting or statistical activities or that it used the inquiry system. 

(f) When one respondent submitted to the Starch Association under 
the reporling plan a change in the zone territories, such changes were 
distributed in mn.p form by the Association, and thereafter the other 
membE>rs by thl'ir rcp<wts to the Starch -Association indicated their 
adoption of such maps for nse in their own pricing. 

Aotivitie.~ of the Society and its membm·s 

PAn. 14. A constitution, bylaws and reporting plan were adopted 
and amended :from time to time and these governed the activities 
of the gonel.'al , eastern , and southern divisions o·l: tho Society. 
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Matters relating to mixed corn syrup were subject to the activities 
of the Divisions of the Society. 

PAR. 15. The Society had the same objectives as and has operated 
with respect to mixed corn syn1p exactly as described in para­
graphs 8 tlU'ough 11 above for the Bnrean, with the following minor­
differences: 

(a) The eastern division rep01-ted complete tmnsactions weekly 
rather than daily. 

(b) The reports to the Society included the delivered price, the­
geographic..'tl zone in which the buyer was located, the type of product, 
the brand or label, the size of container, the f. o. b. point and terms 
of sale. 

(c) Reported variations from previously reported sales included: 
Territories in which sales were completed at a base price plus 

freight; tenitorial zones in which sales were completed at delivered 
prices; quantity discotmts; trade discounts; cash discounts; invoice 
terms; price guarantees; length of time and prices at which bookings 
were made; full details of :free goods de.'tls, including location of 
buyers to whom made; :full details of advertising allowa.nces, including 
markets in which made; specialty work on :factory brands and jobberst 
brands and label aUowru1ces. 

(d) The subjects discussed and jointly considered at Society meet­
ings, in price inquiries and otherwise through the Society included: 

( 1) Freight rates and charges added to base prices in calculating 
delivered prices; 

(2) Basing points used in calculating delivered prices; 
(3) The territorial limits of zones and differentials in delivered 

prices between zones; 
(4) Tntde discow1ts, cash discounts, terms an<l quantity discounts; 
(5) Consignment sales; 
(6) Warehouse, tank car and other delivery prices, including 

cartage and freight allowances; 
(7) Specialty work on factory and jobbers' brands; 
(R) Price guarnntees; 
(!J) Length of time and prices at which bookings might be made; 
(10) Advertising and promotional allowances; 
(11) Charges for drop shipmcnt'l; 
(12) Label allowances; 
(13) Differentials between factory and private brands; 
(14) Allowance for different types of containers. 
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Artivities of the Oil Association and its members 

PAIL 16. _\. coustitution, byla.ws and reporting plan were adopted 
:mel amended from time to time and these governed the activities 
of the Oil Association. Matters relating to corn oil, both packaged 
and jn bulk, were su bject to the activities of the Oil Association. 

PAR. 17. The Oil Association had the same objectives as and ha£ 
operated with respect to com oil, both packaged and in bulk, exacLly 
as described in paragraphs 8 through 11 above for the Bureau, with 
t he following millor differences: 

(et) The daily repotts ot tank car sales both to and from the Oil 
Association were reported by telegrn.ph as well as by mail. The 
record indicates Llwt respondents considered the prompt reporting 
by telegt·aph to be impor tant. 

(b) The daily reports to tho Oil Association included: 
A description of the product; type of package; quantity; delivery 

:mel transportation terms; delivered price; quantity discounts; trade 
discounts; cash cli scotmts; price guarantees; invoice terms; and mar­
ket territory in which the buyer was lo~tted. 

(c) Reported variations :from previously reported sales included : 
Quantity discoun ts; t rade. discounts; cash discounts; invoice terms; 

price guarantees; length of time and prices at which bookings were 
made; ex-warehouse charges; freight allowances; direct sales; pri­
vate label discounts; free goods; terms of special dP.als; and ]a.bol 
allowances. 

(d) No periodic statistical reports were compiled. 
(e) The subjects discussed and jointly considered at Oil Associa­

tion meetings, in price inquiries and otherwise through the Oil As­
sociation included: 

(1) Dasing points from which delivered prices were calculated 
and freight rates and charges; 

(2) Zone boundaries and differentials; 
(3) Trade discounts, cash discounts, invoice terms and quantity 

discotmts; 
( 4) Provision for warehouse, tank car and other delivery; 
(5) Price guarantees; 
(6) Prices and terms at which bookings were made; 
(7) Container differentials. 
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Pricing methods used by ?'espondents for quoting wnd clw.1'ging in the 
sale and distribution of c01'n de1·ivatives in interstate commerce 

PAR. 18. For most of the period covered by the complaint herein, 
respondents have utilized pricing policies, methods and practices 
more fully set forth and described below : 

(a) All respondents sold corn derivatives on one of three bases: 
f!. o. b. mill; or delivered at destination; or f. o. b. mill in sales to buyers 
at some locations and delivered to buyers at other destination' 

(b) In so selling corn derivatives, each o:f respondents nsef· Jne of 
four geographical pricing systems. Each respondent used the same 
system on the sam.e corn derivative in the snmc contniner, as did all 
other respondents. The four systems thus used by respondents were 
the single-basing point system, the n111ltiple-basing point system with 
every plant a basing point, the zone system and a combination sys­
tem: (1) a single-basing point system in areas locnted nearer the 
single basing point and (2) :L zon<~ systE>m in areas more distantly 
located. 

(c) Every respondent generally on some corn derh1atives and in 
numerous instances on other corn derivatives provicled for sales by 
that respondent f. o. b. each plant of that respondent, and the prices 
at which sales were made on goods of like grade and quality to dif­
ferent competing customers by the respondent T. o. b. plant varied 
by virtue of the tlse of one of tho said four geographical pricing 
systems. An example of differences in such f. o. b. pJant prices re­
sulting :from use o:f a single-basing point system is shown by the 
following tabulation relating to pearl starch: 



C07npm·ison of equivalent carload pr-ices and freight rates co-r;e,·iny J(M!JUary 1942 sa.les by r espondents of peart star ch i1t 100- and 140-
_P01tnd bags to 'blt?JC'/"8 located. at selected acsi·inaUons 

Company Plant location ~~~~~~~~=~~~~~~~= 
At- Balti- Chi- Dal-1 Dcca- Den- De- Ind!- Jack- Kan- Louis- Nash- New Pitts- Pro vi- S t . San 

=--:--::---:--:--::---:,..-L----:--:--::-:-·1----- -----------------------------
E qui,·alent carload prices per cwt. derived from 

company data, base prico f. o. b. Chicago plus 
freight to destination 

American :\Iaizc .. ________ Roby, Ind .. ___ _____ _________ --- ---- $3.10 ------- ---- --- _______ ---- --- $3. Zl _______ ....... $3.32 ....... ---- --- .... .......... ----- -- ..... .. 
Anheuser-Busch ......... S t. Louis. Mo... ...... .... .......... 3.10 .... .......... ------· ... . ... ------- .............. .... ... ------ - ............. . --- - --- ------- ...... . 
Clinton Indu~tries ....... Clinton, Iowa . ........ -------------- _____ __ .............. _______ ----- -- _____ __ --------------------- ...................................... .. .. 
Corn Prod. Rfg. Co ...... A.rgo, llL ............. ------ - $3. 42 3. 10 ------- ....... -------------- 3.27 ------- ----------- --- .... .......... -------$3. 47 ............. . 

Do ............ . ...... Pekin, llL ............ $3.60 .......... . ... ............ .. ....... ------- ....... $.3. 73 $3. 40 ----- -- ..................... ---- .. $3.ZI 
Hubinger Co -------- -- - Keokuk. Iowa........ 3. 60 ....... 3.10 .............. ------· ------- ...... . ------- ....... 3. 32 ....... ...... . ... . ... 3. 47 ........... .. 
Penick & Ford ........... Cedar R apids, Iowa... 3. 60 ------- 3.10 ---- -- - _____ . $3.77 ....... ___ __ . _______ ------- 3. 32 $~.17 ______________ ....... 3. 27 ---- ---
A. E. Staley ii<Ifg. Co ..... Decatur, IlL....... . .. 3. 60 ------- 3. 10 $:3. 73 $3.27 ------- $3.27 3. 27 ------- ---• --- ----- -- ....... S:l. 40 .... ... 3. 47 ....... ------ -
National Starch .. ________ Indianapolis, I nd ............ ---- --- ------- ------- ....... ....... ....... 3. 27 . ...... ---- --- ....... ------- -- - ---- ~3. 39 -- --- -- ------- $4. 04 

-:::--:--:---,..--- -.!.....-----,----1------------------------------- ---
Equh,a!ent carload cost per cwt. to buyer at 

destination as sbown by Com Refiners Stntis­
tical Bure."lu 

American Maize .......... Roby, I nd ............ ----------------- ---- .............. ----- -- --- ---- ....... ---- ------- --- -------------- ____ __ ___ __ __ ------- ____ ___ ...... . 
Anheuser-Buscb ......... St. Louis. :VIo ....................... $3.10 ....... ------- __ ___ __ ...... S3. 27 .... ... ------- ------- ---- --- ----- -- ------- ------- $3.27 ------
Clinton Industries ....... Clinton, Iowa ___ ____ __ -------------- 3.10 ....... - ------ - - ----- $3.27 ------- ....... ------- ....... $3.47 --- -- -- ....... $3. 4i ------- ------· 

~c:Jbi~~~dc~:~~~~::::: : ~~~~~;;~,~~-~::::: ·sa~oo- ::::::: 3: i2 ::::::: ::::::: ::::::: ·-a:21· ::::::: ::::::: ::::.:: -$3~32- ::::::: ::::::: ::::::: ·a~47-- --~~~:- :::: ::: 
Penick & Ford ---- - --~-- Cedar Raoids, Iowa .......... $3.42 3.10 ------- ----- -- __ _____ ----- -- ------- ....... _____ __ 3. 32 ------- ----- -- ....... 3. 47 3. 27 -------
A. E. Staley Mfg. Co ..... Decatur, DL ........ .. 3. 60 3. 42 3. lO ------- ----- -- ----- -- ----- -- 3. 27 --- ---- $3.40 - ----- - ------- S3. 40 ------- 3. 47 3. 27 -------
Nat!onal Starch .......... Indianapolis, Ind ..... ---------------------------- ....... ----- ------------- ------ ---------------------- --- ----- -------------------------- ----
::-:-:-"7"---:--:---:---:-:-------:---1·----------------------------------
Minimum carload freight rates per cwt. !rom 

prod.ucing plants to destination per Central 
Traffic Servico D ept. of U. S. 'rrflasury 

1::'~~=-~~~~~·::::::::: :t0'lo~~i\io::::::::: :::::::::::::: so:?i :::::::::::::: ::::::: ::::::: 80
: g ::::::: ::::::: -~~~~- ::::::: ::::::: ::::::: ::::::: ::::::: ::::::: 

Clinton Industries ... ---- Clinton. Iowa .... ----- ------- ....... . 16 ------- ....... ------- SO. 30 ----- .. ------- ------- --- -- -- $0. 39 -- - - --- --- -- -- $0. 42!4 ------- -------

Corl£>~~-~~~-~:~~~~:::::: ~~~Yn.?/1i: :::::::::::: ·so:49-~~~~=-- ---~?~- ::::::: ::::::: ::::::: ::::::: ---~::. ·sa:62- ·$0:25- ::::::: ::::::: ::::::: ::::::: --~~: .. ·so~i:i" ::::::: 
H ubinger Co .......... . .. Keokuk, Iowa........ . 51 ------- .18 ....... ------- ------- . 24 ------- ------ - ------- _ 28 ------- - -- -- -- ------- . 44 _____ __ ..... .. 
Penick& Ford .......... . Cedar Rauids,Iowa... .58 .35~i .21 ------- ------- $0.60 ....... ------- ----------- --- .23 .41 ..... .. ------- .41}~ .23 ..... .. 
A. E. Staley Co ... . ...... Decatur, IlL.......... . 46 . 35~~ .14 $0.58 ____ ___ -- -- -.-- .22 .15 ------- .26 _______ ------ - $0.30 ----- -- .41 . 13 -------
National Starch .......... I ndianapolis, Ind .... . ---- ---------------- - --- ---- ------- ------------ -- _______ ------------ -- ~ ------ ------------ --- SO. 24 ------- ------- $1.02 

Corresooncling freight applicator per cwt. uni- --- ---~---------------~---,------~------------~---
formly ind uded in computing quotations by all 1 
respondents-Chirogoratetodestination ....... $0.50 ,$0.32 $0.63 £0.17 $0.67 S0.17 $0.17 $0.63 $0.30 S0.22 $0.37 80.30 $0.29 80.37 $0.17 $0.94 

() 
0 
~ z 
"' ::::l 
0 
t::l q 
0 

31 
>-3 
rJl 

c 
::::l ~ ;· t=J 

0< 
..._, 

1/) H z ..... 
z 
0 

0 
~ 

t=J 
8 

> 
!:""' 



622 FEDERAL 'l'RADE COMJ.vliSSION DECISIONS 

Findings 47 F.T.a. 

The preceding table is summarized by the following tabulation : 

Pecwl stnrch 1wices rl'/lr iillrt Janu.ary 1.91,2 

B cts·is.-Chicago Base Price of $3.10 per cwt. plns freight from Chicago to re­
spective destinations. 

Destinations 

Atlanta, Ga ·--------------- - -------- -------- ---------
Baltimore, Mel . _____ ----- ___ - -- _-------- - --__ _ -- - ---_ 
Chicago, Ill . • ------------------ --------- ------------­
Dallas, 'rex~ .-- - ------------ --------- ----------------
Decatm, TIL •.. ___ ----- ___ ---------.--------- ----- ---Dl"n vcr, Colo. __ -------------------------------------Detroit, Mich ___ -------------------------------- -----
1 nclianapolis, Tnrl. _. ------ - ----------- - -------~-- - - -­
JacksonYill~. Fla - ------- -- ----------- --- ------------

~;t~i;~g:tl\'~:1~: :::::::::::::::::::::::::: :::::::::: 
l\-ashville, 'T'e.niL •• --- - ---------- --- - --- - ---- - - -- ----New Orleans, Ln _______________ ___ __ __________ __ __ __ _ 
Pitlshur~h, Pa .... ___ -------------------------- ------
l .J I'ovidr:ncc, R. L-- - -- - --- ---- -- -- - - - --------- - ------
St. TJottis, 1\1fo ___ ___ ----- ----- -------- --- - -------- ---
Sun Fn1ucisco, CatiL------- ----- -------- -- --- -- -- ----

Bnsn price 
PCI' cwt. 

~a. 10 
3.10 
3. 10 
3.10 
:1.10 
3. 10 
3.10 
:!. 10 
3. 10 
3.10 
3.10 
3. 10 
3.10 
3.10 
:J. 10 
3.10 
3. 10 

nelivered 
prices 

per tw L. 

$:!. fJ() 
3. •12 
3.10 
3. 73 
3. 27 
3. 77 
3. 27 
3. 27 
:tn 
3. 40 
3.32 
3. 47 
3. 40 
3.39 
3.47 
3. 27 
1. 01 

Freight per cwt. involved 
m sales by the different 
respondents 

Charged Inrmred 

50¢ 40 to 58¢ 
32 32 to 3G 

None 4 to 24 
63 58 
17 None 
67 00 
17 22 to 30 
17 0 to 17 
f.;! 62 
30 26 
23 22 to 28 
37 41 
30 30 
29 
:~7 24 
17 37 to 44 
9·1 0 to 25 

$1.02 

Other examples with respect to differences in price f . o. b. plant a.t 
which each of the following specifted respondents sold another corn 
derivative, Corn Syrup-Unmixed or "Glncose," Rt an earher period 
under a single basing point system are given in detail as set forth 
below. These facts relate to and show the methods used by the speci­
fied respondents in the sale of Corn Syrup-Unmixed at or about the 
closing of the record in the r espective cases, below cited. The cases 
are: 

In the matter of Cm·n P1·oduots Refi;ning Co. and Co1·n P 1·oducts 
Sales Co., I nc., 34 F. T . C. 850 (March Hi, 1942). The following facts 
were as there stated : 

Par. 4 (a) He~-;pondents began the distribution of glucose or corn syrup from 
their Argo plant, which is within the railroad switching district of Chicago, Ill., 
in 1910 and from their Kansas Cit~' plant in 1922. 'l'his product is sold by re­
Sllonclents largely to candy manufacturers in railroad tank car lots of approxi­
mately !l5,000 po11n<ls each, in tank wagon or truck lots of approx imately 12,000 
pounds each, and in prums, barrels, half barrels, 10-gallon kegs, and 5-gallon 
kegs. Hespondents have concurrently sold glucose of like grade and quality to 
different purchasers at differing prices. Since June 19, 1936, and for many years 
prior thereto, respondents have <;old bulk glucose to IJUrcllasers throughout the 
United States at delivered prices which were, and at·e calculated upon the basis 
n£ the price in Chicago plus the railroad ta riff rate from Chicago to the destina­
tion of the purchaser. Additional price differences among purchasers of glucose 
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have been, and are, created by respondimts through their practice of adding to 
the railroad tank car price additional sums, the amounts or such additions de­
pending upon the type of containct· in which the glucose is delivered. Respond­
ents have created other price differentials among purchasers through preferen­
tial application to some purchasers of their practice of allowing customers a 
period of days after a pl"ice increase bas been announced within which such cus­
tomers may purclJase an amount of glucose at the price in effect before the an­
nouncement of the increase. This is known as the order "booldng" system. 

(b) Respondents have been, and ure now, selling and shipping glucose or 
corn syrup, unmixed, of like grade and quality from their plants in Chicago, Ill., 
and Kansas Oity, Mo., to purchasers throughout the United States, some of which 
pnrchasers nre locntecl in the following cities : Cbicago, Ill. ; Kansas City, St. 
Joseph, anti Springticlcl, Mo.; Fort Smith, Arl<.; Hutchinson, Kans.; Lincoln, 
Ncl.>r. ; Sioux City, I owa; Waco, Sherman, and San Antonio, Tex.; Denver, Co to.; 
and Salt Lake City, Utah. Sales to purchasers, including those in the cities 
named, are fullllled by shipments of glucose f1·om respondents' plant nt Chicago, 
111., or from their plunt nt Kansas City, Mo.; depending in each instance upo.n 
tbe judgment of and subject to the entire cont1·o1 of respondents. With the ex­
ception of a few sales, shipments to fulfill which were made ft·om respondents' 
plant at Chicago, Ill., sales to purchaset·s 1ocated in all or the cities named above 
except Chicago (which cities arc used for the purpose of illus trating respondents' 
selliug and delivery practices) wer e fulfilled by shipments from respondents' 
plant at Kansas City, 1\Io. ; a substantial numbet· of the sa les to purchasers in 
Chicago were fulfilled by tlelivcl"ies f rom respondents' filling station in Chicago 
to which glucose had been shipped by respondents from their plants in Kansas 
City and Chicago; nncl a few such sales were fulfilled by shipments directly to 
customers in Chicago from 1·espollcleuts' 11Iaut in Kansas City. Many tmrchnsers 
who hought glucose from respondents also purchased glucose from competitors 
of respondents. 'l'o illustrate tbe differing prices at which glucose was sold by 
respondents on tmrllcula r dates, tbe following tabulation shows the prices per 
hundred pouucls to purchasers in the cities named above fot· 43" Buume glucose 
in tank car lots on tlle dates stated: 

Location or purchaser 

Chicngo, 111 ...•.•••••••••••..•••.•••••.••.. ----- •. · --- ­
KnllSIIs City, Mo .••• .••.•••••...• ----···········-------
81. Joseph, ll1o. -······························ ·------ - -

~~Y'B:!:\~~;, ~~ic·.·:::::::::::::::::::::::::::::::::::::: 
Hutchinson, Ko•JS •••• ••••••••••• •••• ·····------------­
Lincoln, Nebr .••••••.••••••••.... •••••••...•••••••• --· 
Sioux City, Iowa ... --··········-···--········----------
Waco, •rex ......••••••••••••••••••. •••••••.. ---- --------
Sbermnn, '!'ex ....••••••••.•••.• ___ ••••••••...••• ---•• --
Snn Antonio, Tex •••••••••• ---------------------· - ---- -
Denvcr1 Colo •.• - - ---·········· ···-·······-----------·· 
Salt LaKe City, Utuh ••••• ••••••...•••••••••••.•...•.. • 

Aug. l , 1930 

$2.94 
3.32 
3. 32 
3.32 
3.68 
3. 63 
3.37 
3.32 
3. 77 
3. f!S 
3.74 
3. 79 
3. 79 

Aug. J, 1037 

$.1. 04 
3. 40 
3. 40 
3. 40 
3. &I 
3. 60 
3. 45 
3.40 
3.82 
3. 74 
3. 84 
3. &I 
3. 7( 

Aug. l , l038 Aug. l,l939 

$2. 29 $2.0\1 
2. 69 2. 40 
2. 611 2. 40 
200 2. 40 
2. 94 2. 74 
2.00 2.70 
2. 74 2.54 
2.69 2. 40 
3.14 2. 94 
3.06 2.86 
:l. 17 2. 07 
2. 05 2. 76 
3.06 2.86 

At all times between the dates set forth snbstuntinlly the same differences in 
aud relations belween and among said prices illustrated auove existed as to 
purchasers so located, ami these prices were clJarged and paid by such pur­
('hasers regard less of whether the glucose or com symp unmixed was shipped 
to such purchasers in the city named from respondents' plant nt Chicago, IU., 
11r respondents' plant at Kansas City, Mo. 

!l19U75-G:l--4:l 

4 
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(c) '.rhc illustrative prices set forth 'above were tlelerminetl by respondents 

by following their general practice of adding to the prices shown for Chicago 
on the dates set forth, respectively, the then ctrectlve t•ailt·oad traffic rate from 
Chicago to destination without reference to whether the sale would be fu lfilled 
by s hipment from Kansas City or from Chicago. Such rates in cents per 
hundred pounds, together with simihll' rates from I<ansas City to the same 
lle:;;tinations, were ns fol lows : 

Oents per ltundt·el]. pounds 

Au g. I, 1936 Aug. I, 1037 A u g. 1, 1938 Aug. 1, 1939 

Chicago K0nnt~as Chlc•tgo Knnsns Oh lcugo K•tpsus Chicngo Kaflsas 
1 y • City Ctty Ctty 

--------- - -------------------- -
Chicago, Jll ... · ------------Kansas City, lifo __ __ _______ _ 
St. Joseph! Mo •...•.•....•••. 
Springfl«;l<, i\lo - --- ---------
Fort Smtth, Ark ........... .. 
Hutchinson. Knns -- --------
Lincoln, Nehr ..•.. ... . :. ___ _ 
Sioux City, Iowa _______ ____ _ 
Woco, •rex. ---- ------- -----Sherman, 'l'ex. ___ _____ __ ___ _ 
San Antoulo, Tex .••........ 
D cn vcrkColo •• -----------­
Snit La c Oily, Utah --·----

0 
38 
38 
38 
64 
59 
-13 
38 
83 
74 
85 
85 
85 

38 
0 
8 

:15 
42 
35 
12 
23 
62 
52 
67 
G8 
82 

0 
36 
36 
36 
60 
.S6 
41 
36 
78 
iO 
80 
r.o 
70 

36 
0 
8 

33 
40 
33 
12 
22 
68 
49 
G3 
51 
61 

0 
40 
40 
40 
tl5 
61 
45 
40 
85 
77 
88 
66 
77 

. 40 
0 
9 

3fi 
45 
36 
13 
24 
63 
54 
69 
56 
67 

0 
40 
40 
40 
tl5 
61 
45 
40 
85 
n 
88 
66 
77 

40 
0 
9 

36 
·15 
36 
13 
24 
63 
54 
69 
66 
67 

(1/) Insofar as sales \\'hich nre fulfillNI by s hiptucnts from respondeuts' 
Uhicngo plnnt a re concerned, although the difl't•rentinl in price to purchasers 
at vnrious locations runy uot be p recisely just ified by the cost to respomleuts 
of dclivct·y, becnuse of milling in transit rules null other freight r a te acljust­
nll'nts, it docs uot nppcnr that tllet·c is substantia l unjnst ifiecl discrimination 
under the lll'iciu~ plun set forth a bove. It is p ln in, however, that a purchaser 
locutctl in Kansas City who received tlelivcry froua rCH[lOUllent's Kansas City 
Jtlnn t on the clutPs !'et out above pnirl rc~pondunts prices ltiglter lhnn the price_s 
to a c>us t·omet· in Chicago by approximntely t he followi ng pcrcentnges : August 1, 
19:3(), 13 perceut; August 1, 1937,12 percent; Au~ust 1, 1938,17 percent; August 1, 
1939, 19 percent. The percentages vary witiJ vaa·intions in the Chicago 
price ns well as with rate changes. These hi~her prices were in no way 
wnrrnnte(l by additional delivery costs. .d.uy purchaser who is located closer 
ft·el~hlwise to Kansas Citr than to Uhicago, Ill., and who received delivery 
from Knnsns City, wns foa·ced to pay a tn·ice which included delivery costs 
not incurred or paid by respondents. For example, the price to a pm·cbaser 
in ' Vaco, TC.."Y., for such delivery included "phnntom" freight delivery costs 
which made the pt·ice to him approximately 10 percent bighet· than to n Chicag<> 
Imrcha~;er. It is also plain that a purchaser in Chicago who received delivery 
from Kunsn>: CHy purchased nt a price wiJicb not only <l id not include any 
natifieinl tretgbl', but which rli<l not tnke into nccuunt the freight actually 
incurred nntl 11aid by respondents. Similar ly, any pnrchuser located closer 
freightwise to Chicngo than to Kansns City, unu who received deliver y f rom 
t·espotlrlents' KAnsas City p lant, received a pr ice which not only did not include 
nny artificial f reigh t but which did not include n II tho freight nctually paid 
by respondents. 
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(e) Respondents diu not attempt to show that the price differences illustrated 
in the firs t table in this paragraph made only due allowance for differences in 
the cost of manufactut·e, sale, or delivery resulting from the differing methods 
or quuntities in which such corn syrup was to such purchasers sold or delivered. 

PAR. 5. (o) I n arldition to.the price differences as among cnstomers of re­
spondents which n1·e created by the pricing system illustrated in the preceding 
paragl'llph, respondents have sold, and are now selling, glucose or corn syrup 
unwixed to different purchasers, wherever located, in containers of different 
sizes at prices per huuuredweight in a ddition to the tank car price as follows: 

A<l<litionat rwico 11er llllntkclltocigM 

Type of contulner: over ta11k oa1· 111'1oes 

BanelS---------------------- $0.33 
Half barrels----------------- $0.58 
10-gallon kegs---------------· $0.98 
5-gullon Jcegs ________________ .j)l.OS 

Returnable steel clruwg _______ $0.13 where there is no return freight paid 
on empty d1·ums. 

Do---------------------- $0.18 where the return ft·cight on the empty 
drum is betw~ 50 and 75 cents per 
hundredweight. 

DO-------- -------------- $0.~3 where the retmn freight on the empty 
drum is between 76 noll 90 cents per 
hundredweight. · 

00---------------------- $0.28 where the return freight on the empty 
drum is between 91 cents null $1 per 
hundredweight. 

Do ______________________ $0.33 where the return freigllt on the empty 

drum is more than $1 per hundredweight. 
• T11nk trucks----------- ------ $0.10 where delivered l>y respondents' 

equipment. 
Do-------··-------------- $0.02 where <lcliverell !)y cus lomer's equip­

ment. 

(b) RcRporHlentmmle no c!Iort to show tJ1at the price differencPs umong their 
customers <'r<'nted by the aforesaid container differentials were price differences 
wllich made only lluc allowance for difl'erenccs in the cost of mnnnfacture, sale 
or llclivery resulting from the dilicring methotls or quantities in which such 
commodities were to such purchasers sold or deli vcre<l . 

• • • • • • • 
PAll.. 7 (a) iUnn)- of those who Jlm·chn!'e glucose OJ' <'urn R)'l'tlp of like grade 

and qualily from the respondents pursuant to the aforesaid pricing plan, con­
taiuPr differentials, nnd booking practices at·e candy manufndnrcrs located in 
ntriouR Rtates of lhe United States nnd nre competitively engngecl among them­
sPlYcs ami with others i11 the sniP of candy tn various customerR, including 
wholesnlers, chain sLot·es, and retailer.; located in the various Stntcs of the United 
Rtntes. ~'he glucose so tmrcllased is used as an ingredient to some extent in the 
mnnufnctme of most kinds of candy and is one of the major raw materials 
used in lhe prodncti.on of many varieties of candy, constituting from about 5 
to npproxilllately 90 percent of the finished weight thereof. Generall y, glucose 
is useu in g1·eatest proportion in cand ies which are sold by snch manufacturers 
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nt prices of u few cents a pound and at narrow margins or profit. The higher 
prices paid for glucose purchased ft·oru respondents by candy ma nufacturers 
located in cities other than Chicago, Ill., result lo a greater or lesser degree iu 
higher ruatet·ial costs to them than to manufacturers in Chicago who purchase 
from respoutlents, the degree in each instance depending upon the difference 
In price and the proportion of glucose in the particular candy manufactured. 
Some of such candy manufacturers who were locntecl in cities other than Chicago 
before the construction and operation of respondents' I>lnnt in Kansas City, 
and some candy manufacturers formerly located in such cities, have s ince 1922 
relocated In Cl1icago. ':l'hose manufacturers who have purchased, and purchase, 
glucose from respondents in quantities smaller than a lank car and nre charged 
prices estnbllshed pursuant to the aforesaid container diiT<>rentials have higher 
material costs for glucose than do those candy mnnnfncturers who purchase 
from respondents in tank car quantities. '.rhose manufacturers who purchase 
glucose ft·om respondents and do not receive a tlreferential treabnent nuder the 
booking practices of respondents also have higher mater iA L costs for glucose 
than do those manufacturers who purchase from respondents and receive such 
preferenUal treatment. 

(b) As to candies priced at but a few cents a pound and bearing no differen­
tiating name or brand, candy manufacturers may attract customers by selling 
such candies at only a smnll fraction of a cent per pound lower tbnn a com­
petitor's price. This is especially true in selling such candies to chain stores 
and other purchasers of large quantities of cantly to whom a small clitierence 
is determinative in the placing of their business. Under such circumstances 
candy manufacturers paying higher 11rices for glncose than competitors may 
attempt to recover such increased costs by incrensing the price of such candy, 
or may make only selected sales on a no11price or other basis. The result in 
either case is to reduce profit. This result may occur either directly through 
the absorption by the manufacttll·er of higher syrnp costs In the sale of candies 
at competitive prices or indirectly through a r etl ucecl volume of sales, or the 
result may be to diminish the ability of those l)aying the higher prices to com­
pete with those paying the lower prices. 'l'hese results may be avoided or 
augmented by differences in the costs to such candy manufacturers of other 
factors, such as labor, taxes, rents, insurance, other ingredients, proximity to 
markets, and delivery of the finished candles, no matter how such differences 
are brought about. 

In the matter of Peniclc and Ford, Ltd., Inc., 31 FTC 1494 (Novem­
ber 29, 1940). The :following facts were as there stated: 

PAR. 3. For many years respondent has been, and is now, manufacturing such 
glucose of corn syrup unmixed at said plaut, and has sold and shipped and 
does now sell and ship such glucose or corn syrup unmixed in commerce between 
and among the various States of the United States from the State in which i ts 
said facto1·y is located across State lines to purchasers thereof located in States 
other than the State of manufacture, in competition with other corporations 
engaged in similar lines of commerce. 

PAR. 4. Most of such purchasers so !orated pnt·cbnse such syrnp which is of 
l!lce grade and quality for use in the manufActure of ca ncl~·· Such purclmscrs 
'lrc competitively engnged in the sale of snrh candy to various customers in-
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eluding dmin s tores, wholesalers, a.nd r etailers, all located Ju Ute se,·ernl States 
of the United Stales and in the District of Columbia. 

PAR. 5 . .A.t all times since June 19, 1936, respondent bas sold such syrup at 
higher delivered prices per hundred pounds to purchasers loca ted in certain 
cities olber than Chicago, Ill., than It bas sold such syrup to purchasers located 
in Chicago, Ill. 

The prices at which such syrup was sold by respondent to purchasers located 
10 cities other than Chicago, Ill., were not uniformly highet· than the prices 
at which such syrup was concurrently sold to purchasers located in Chicago, 
Ill., but such higher prices varied with the geographical location of the cities 
in which such purchasers were located. 

Thus, on tbe following dates, respondent sold such syrup to such purchasers 
located r espectively in each of the following citles at the delivered prices per 
hundred pounds wh ich are shown opposite said cities for such syrup ( 43• 
Baume): 

Locution or purchoscrs June 23, 
1036 

June 23, 
1037 

J une 23, 
1938 

Juno 23, 
1930 

Chicogo, Ill ..................................... . ..... . 

~~~~.meW).:~;;;;~: : :::::::::::::::::::::::::::::::::::: 
St. Louis. Mo ........................................ . . 

$2.H $3.69 $2.20 $2.24 
2.73 3.86 2. 69 2.64 
2.82 3.95 2. 6U 2.64 
2.01 3. 76 2. 47 2. 42 

t\';;~.w~:~ er,~ ~: :::::::::::::::::::::::::::::::::::::::: 
H utchinson. Kans ... ....... ··-········· ··----------··· 

2.82 3.05 2.69 2. 64 
2. 87 4.00 2.74 2. 69 
3.03 4. 15 2.90 2.86 

Denver, Colo . • ··-· ·-----···-···------ ------ · -··-·· --· · 
San Antonio, •rox ..................................... . Paris, 'l,cx ______ __ _______ ___ ___ _ - ---- ________________ - --

3. 29 4.10 2.95 2.90 
3.29 4.30 3.17 3. 12 
3.16 4. 26 3. 02 2. 97 

At nil t imes between the dates above set forth, substantially the same differ­
ences in andre! a tionship hctween n.nd among said prices above illustrated have 
existeu as to such l)lll"Cbasers so located. 

Palt. 6. By selling s11Cb syrup at said different prices as found in paragraph 5 
above, the differences between which prices have not been justified by respondent 
and which differences make more than due nllowance for differences in the cost 
of delivery, it hns discriminated in price between such purchasers who have paid 
the various different prices for such syrup. 

P.All. 7. Such syrup is one of the major raw materials used in the production 
of many kinds of candy ma nufactured by each of such candy manufacturers, 
accounting for as much as 90 percent or more of the weight of some varieties and 
for a substantial part of the total cost of manufacturing such candies ; and said 
discrim inations in the price of such syrup increase the costs of the unfavored 
purchaser over tile costs of tile favored purchasers directly as the amount of the 
discrimination between them and as lbe syrup content of the candy increases. 
By reason of such higher costs, the profits of tile unfuvored purchasers woq].d 
be substantially lower than they wonltl be if it were not for the discriminations. 

Such effect on profits would result where unfavoreu purchasers sold candy 
manufactured bY them at p1·ices competitive with the pl"ices of candy manufac­
tured by the favored purchasers. Uuder such circumstances the volume of sales 
by the unfavored purchasers would not be affected, but, due to their absorption 
of the higher syrup costs, their r espective margins of profi t, as well as total profits, 
would be reduced below what they would be if it were not for tlle discrimination. 
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Similarly, where, in an effort to recoYcr such higher syrup costs, unfavored 
purchasers sold such candy at prices higher than those charged by favored pur­
chasers, their r espective volume of sales would undoubtedly decline commen­
surate In some degree to the amount by which prices were Increased. With such 
decline in volume of sales would come unused plant capacity and increased per 
unit overhead costs ; and the price of the candy would have to be increased sum. 
clently, therefore, to cover both the l1igher syrup costs and higher overhead costs 
if the margin of profit available in the absence of discrimination was to be prC: 
served. Even though such margin of profit was not Impaired it would not be 
realized on the lost sales, and t otal profit; would be tliminlshecl to the extent t hat 
volu me of sales was reduced. 

The loss of profits either by absorption of tho higher syrup costs or from loss 
of sales resulting from increasing prices to r ecover such higher syrup costs would 
generally diminish the ability of those candy mnnufactm·ers paying the h igher 
p r ices for such syrup to compete In the sale of their proclucts with candy manu­
fActurers paying the lower prices f01· such syrup. 

In the Matter of Anheuser-Bu.sciL, l nc., 31 FTC 986 (September 25, 
1940). The following facts were as there stated : 

P AR. 4. For many yea1·s in the course and conrluct of its business r espondent 
has sold and shipped and does now sell and sh ip such syrup In commerce between 
and among the several States of the United States, causing such syTup to be 
sold and shipped from its said plant in St. Louis, Mo., across State lines to pur­
chaset·s thereof l ocated in other Stutes of the United States in competition with 
other corporations engaged in similar lines of commerce. 

PAl~. 5. Most of such purchasers so located purchase such syrup which is of 
like grade and qnality for use in the manufacture of candy. Such purchasers 
nre competitively engaged in the sale of such candy to various customers in­
cluding chain s tores, wholesalers and retailers, aU locate() In the several States 
of the United States and in the District of Colu mbia. 

Such syrup hns been sold and delivered by respondent in seYeral types and 
sizes of containers, at pr ices per cwt. which increase over the tank cat· price per 
cwt. according to the size and type of container as follows: 

Container 

Ba rrels ••••••••••••••••••••••••..... ___ __ . __ .. 
Ha lf barrels •. • ------------------ . ••... -- ---.. 
10-gnllon kegs •• --- •• -------------------------
6·gnllon kegs ••.••• ____ ••• • ___ • •.••. ..... ____ _ 
Returnable drums •• • __ -------- ___ •. ____ -----

Do ••••• -------•.• ------------------- ..•.. 

Do .•••••••••••••••• _. ___ .... __ . . ••.•••••• 

Do .. ---- ------ ••. ------------- .•••. -----­

Do ..•••••••••••••• -------------.---------

$0.33. 
.68 . 
. 98. 

1.08. 

Price per hundredweight over tank car 

. 13 Wbero Utero Is no return freight on empty drums. 
• 18 Where return freight on empty drum is between 

50 nod 76 cents per hundredweight . 
. 23 Where return freight on empty drum is between 

7G nnd 00 cents per hundredweight . 
. 28 Where return frel~ht on empty d rum is between 

OJ cenls nnd $1.00 . 
. 33 Whero return freight on empty drum is more 

tbnn $1.00. 

PAR. 6. Between June 19, 1936, and August 1 , 1037, respondent has sold such 
syt·up at higher delivered prices per one hund1·ed pounds to pu rchasers located 
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In cet·tain cities other than Chicago, Ill., nnd Danville, Ill., than It bus sold such 
syrup in containers of like size ancl type to purchasers located in Chicago, I U., 
and Danville, IlL; and between September 14, 1937, and the present t ime, re­
spomlent has solcl such syrup to purchasers located in Danville, Ill., and to other 
purchasers located elsewhere outside of Chicago, Ill., at higher prices per one 
hundred pounds t ban it bas sold such syrup in containers of like size and type to 
purchasers located in Chicago, Ill. 

The higher prices at which such syrup was sold by respondent to such pur­
chasers located in cities other than Chicago, Ill. , were not uniformly higher 
than the prices at which such syrup was concurrently sold by resl)onrlent to lJUL'­

cbasers located in Chicago, Ill., but such higher prices varied wlth the geographi­
cal location of the cities in which such purchasers were located. 

Thus, on the following elates r espondent sold such sy1·up to such purchasers 
located respectively in each of the following cities at tbe delivered prices per 
hundred pounds which are shown opposite said cities fot· such syrup (43• 
Baumc), in tank cars, or in other containers, in which latter case, fot· the 
purposes of comparison, uo differential has been adtled for the conlniners : 

J.orotlon of purchnSI'r Auy. I, Aug. I, Aug. I, Allj(. 1, 
11136 11137 1938 11139 

----------------------------------------1------~------------------
Cbicn~:o, IlL ---------------------------------- __ ----- -------- - -
Danville, TIL •. __ -------...... ----- __ ... _. ____ .. _ .... ___ ...... . 
t::t. Louis, Mo .............. .................................. .. 
Centrnlln, 111.. ..................... . ......................... .. 
Davenport, Iowa~······ ... --------·------ ----- - -----------··--. 
Kansns City, Mo ............................................. .. 
St. Joseph. 1\fo ............................................... .. 
M11111phls, T~otJ . ............ . ................................. . 

~~~~~~.~ ~fi~~~:: ::::::::::::::::::::::: ::::::::::::::::::::: 
Cbnttanoovn, 'l'enn .......................................... . 
Nashv ille, T onn ..................... . ............... .. ---------

~i~s't)~:,:~~~~-i.a.: ·: :::::::::::::::::::::::::: ::::::::::::::::: 
lola. Knns . ................................... ___ ------------ --
J.ttllc Hock, Ark .... . ........................................ .. 
Denver, Colo ..... . ...... . .......................... __________ _ 

~!l;r~9~~~~111,~'·l~~~·::.::::::::::::::::::::::::: ::::::::::::::::: 
~gll~.:"i·~x::::::::::::::::::::::::::::::::::::::::::: : ::::::: 

$2.44 
2.44 
2. (i() 

2. C.O 
2. 60 
2.80 
2.f>O 
:!.80 
2.80 
2.81 
2.82 
2. 82 
2. 82 
2.855 
2. OG 
2. 99 
3. 24 
3. 14 
3. 17 
3. 17 
3. 20 

$3.01 
3. 04 
3. 20 
3. 20 
3. 20 
3.40 
3. 40 
3.•10 
3. 40 
3. 41 
3. 42 
3.12 
3. 42 
a. 466 
3.r.n 
3. -~9 
3. 64 
3. 74 
3. 77 
3. 77 
3. 80 

$2. 29 
2. 435 
2. 17 
2.47 
2. 47 
2.60 
2. 69 
2.69 
2. 69 
2. 69 
2. 71 
2. 71 
2. 71 
2. 76 
2.80 
2.89 
2.95 
3.06 
3.09 
3.09 
3.12 

$2.09 
2.20 
2. 27 
2. 27 
2. 27 
2.49 
2. 49 
2. 49 
2. 49 
2.49 
2. 51 
2. 51 
2. 61 
2. 65 
2. 66 
2. 60 
2. 75 
2.86 
2. 89 
2. 89 
2. 92 

1-'he differentials shown above as existing between the foregoing prices on 
August 1, 1936, and on August 1, 1937, were substantiallY the same during the 
entire period from June 19, 1936, until after August 1, 1937; and tbe differentials 
shown above as existing between the foregoing prices on August 1, 1938, ann on 
August 1, 1939, were substantially the same during the entire period from Sep­
tember 14, 1937, until the present time. 

Pan. 7. Since June 19, 1936, r espondent has also sold such syrup for delivery 
in containers different in type and smaller Jn size than tank cars at higher 
prices to some purchasers than it has sold such syrup for delivery in the same 
typt> and si?.e of containers to other purchasers. 

1-'hus, in St. Louis, Mo., respondent sold such syrup delivered in returnable 
d t·ums to some purchasers at a price of 13 cents per hundredweight over the tank 
car price in accordance with its pricing policy ns set forth in paragraph 5 hereof 
but respondent concurrently sold such syrup in identical containers to other 
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purchasers in St. Louis at a price of only 4 cents per hundredweight over t he 
tank cat· price. 

PAn. 8. By selling such syrup at said different prices as found. in paragraphs 
6 and 7, the diff'erences between which prices have not been justified by re. 
spondent and which diff'erences make more than due allowance for differences 
in the cost of delivery, it has discriminated in price between such purchasers who 
have paid the various diff'erent prices for such syrup. 

PAn. 9. The res11lt of said discriminations has been to place the nnfavored 
purchasers paying the greater prices for such syrup undet· a competitive dis­
advantage. 

Such syrup is used ns an ingredient to some extent in the manufacture of 
most kinds of candy and is one of the major raw materials used in the production 
of many varieties of candy. 

Not only is the quantity of such syrup used s ignificant, but the price paicl 
therefor by such purchasers is a substantial part of the cost of the raw ma­
terials used in particular candies having a relatively high syrup content as well 
as of the total cost of manufacturing an extensive line of candies having a wide 
range of syrup contents. Said costs of the unfavored of such purchasers in­
crease over said costs of such favored purchasers dir ectly as the amount of the 
discrimination between them increases. 

Many candies containing a substantial quantity of such syrup are priced at 
but a few cents per pound. A s to products so priced and bearing no difCerentiat­
ing name or brand, sellers have attracted customers by selling at only a small 
fmction of a cent per pound lower than a competito1·. This has been especially 
true in selling such candies to chain stores and otlle1· purcllasers of large quan­
tities to whom such a small difference in price is determinative iu placing their 
business. 

Under such circmustances an unfavored purchaser's hi~her raw material costs 
are difficult if not impossible to recover by increasing the price of the candy 
mannfactured if such unfa vored purchaser hopes to maintain volume sales. 
The· effect on such unfavored purchaser of the highest cost of such syrup is to 
decrease profi t to the extent necessary ~o absorb the lligber du·ect per unit cost 
imposed by the higher syrup cost as long as such unfnvored purchaser attempts 
to sell his candy at a competitive price. 

Where such absorption causes an impairment of profit to any material degree, 
i t results in such unfavored purchaser making only selective sales at noncom­
petitive prices to customers on the basis of service or some other nonprice basis 
and dit·ectly causes reduced volume of sales resulting in unuseu capacity and 
in'!reased overhead nnit costs on pa1ticular as well as on all products; the 
consequence again being impairment of profits. 

Such impairment of profits tentls to lliscourao;c a nd to weaken financially 
ex; sting unfavored candy manufacturers ; may bring about the elimination of 
such unfavored candy manufacturer s from the industry and does prove an 
effective determent to tbe est·a!Jlishment of new candy manufacturing enterprises 
in those areas in which respondent discriminates as found above. 

A further result of said discriminations has been to confer upon the favored 
pUl'chascrs receiving the benefit of said discriminations a substantial monetary 
t>enefit which has given such beuetltecl purchasers a substantial competitive ad­
vantage, enabling them to reduce the selling prices of their candy, lower costs, 
increase volume ancl increase profits. 
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In the matter of Union Sta1·ch and R efining Omnpany, Union Sales 
OorlJO?'afion, R2 FTC 60 (December 11, J !)40). The following facts 
were as there stated : · 

p"n. 4. For many years in the cout·se and conduct of its business respondent, 
(Jnion Sales Corporation, has sold and shipped aud docs now sell and s hip such 
sirUP in commf'rce between and among the several States of the United States 
c:ansing s uch si rup to be sold and shipped from snicl plant of the respondent, 
Union Sturch & Hefining Co., at Granite City, Ill., across State lines to purchasers 
thereof located in other StR.tes of the United Stales and in competition with other 
corporations engaged in s imilar lines of commerce. 

l'~n. 5. Mosl; of snell 1mrchusers so located purclwse s uch sirup, which is of 
like grmle and quality, for use in the manufacture of candy. Such purchasers 
.are competitively <.'ngagetl in the sale of sncb candy lo various customers, includ­
ing chain stores, wholesalers, and retailers, all loca ted il1 the several Stutes of 
the United States nnd in the District of Columbia. 

Snell sirup has been sold and delivered by respondents in several types and 
sizes of containers at prices per hundredweight which increuse over the tank 
car prices per humlreclweight according to the s ize a nd type of container fiR 

follows: 

Contnincr 

Barrels ••. -----_------- __ ___ ----- ____________ _ 
IInlr barrels. ___ --------- ___ ------------------

~Jil~~~k~~~===::::::::::::::::::::::::::::: 
Returnable drums._-------------------------n o ... ... _____ _____ ----------____________ _ 

Do ..• --------- __ -----·- ---- --- ----------­

Do __ ----- - __ •• ----------- .•• -----------

Do . ·--------- ___ __ ----------------------
Tnnk truck_.-- ----- ------- ·-----------------Do .• ___ •• --------- _____________ ___ ___ ___ _ 

$0.33. 
.58. 
.98. 

1.08 . 

Price pe1· hWldredwelgbt over J.nnk cnr 

. 13 Where there Is no return freight on empty d.-ums. 

.18 Where return freight on CID )Jty drum Is between 50 
nnd 75 cents per· hundredweight . 

• 23 Where return freight on empty drum Is between 76 
and DO cents per huntlJ·edweight. 

.28 Where rcturrr rr·c i~lrt on cmpty drums Is between 
91 cents nnd $1. 

.~3 Where rel.nrn !rel~lrt on empty dr·ums is mor·e thnn $1. 

.10 Where delivery I~ mntlo by respondents' truck. 

.02 Where delivery Is ID!Ifle by purchaser's truck. 

PAn. 6. Bf'tween June 19, 1936, and July 23, 1937, respondent bns solcl s uch 
Rirup nt higher delivered prices per hundredweight to purchasers located in 
certain cities otbet· than C!Jicago, Ill., Danville, Ill. , North Chicago, Ill., Dixon, 
Til., Zion, Ill. a nd Milwaukee, Wis., t!Jan it hAs soltl such s irup in contalnet·s of 
like size and type to purchasers located in said cities of Chicago, Ill., Danville, 
Ill ., Not·lb Chicago, I ii., Dixon, Ill., Zion, Ill., and Milwaukee, Wis ., and between 
J uly 23, 1937, and the present time respondent has sold s uch sirup to pur­
chasers located in all cities other than Chicago, Til., at higher prices pet· hundred­
weight tban it sold s uch syntp in containers of like size and type to purchasers 
located in Chicago, Ill ., and such higher prices were not uniformly higher but 
varied with the geographical location of the cities in which the purcbaset·s 
paying the higher prices were located. 

Thus, ou the following dates respondent sold such s irup to such purchasers 
located r espectively in each of the following cities at the delivered prices per 
hundredweight which arc shown opposite such ci ties for s uch syrup ( 43° Baume) 
In tnnk cars, or ln otber container s, in which latter case, for the pul'poses of 
comparison, no differential bas been addRd fot· the con tnine1·: 


