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34r Thomas Yhite,
Hinister ef Finance,
; DYLATA, MALY 7 T T T e e e e

Denr Sir,-

Interim Report ef R, A, Pringle, K.C.,
furmisnioner inquiring into the manufacture,
sale, price and supply of Lews Print in
Canada. . —- —

Acting undof Commiaaion,raaie&-15ril ig{ﬁ;ﬁi§i7.

I have for some months been hearing avidence in an effort
4o ascartain the cost of manufancture of news print,

As you are aware, Orders have reen made from time
to time fixing the price of news print to the Canadian news-
pypers, The first Order extended from March 1lat, 1917, %o
July lsy, 1917. Subsequent Crders have reon made from tiwe
tp time, and the prices firet fixed are the prices now in
force, the 1last nrder having becn nade hy nyself, an
Controller, in November extending the prices to January
20th, 1910,

I have beaen urged foxr some time to make an Interim
Report, and to vary the Order fixing prices in conformity
with the‘evidonce now before me.

The investigation which is now proceeding, and which
will possihly continue for some time, was trought about by
the rapresentations made by the Chairman of the Newepepers
Cormittae of the Canadian Prees Association, Inc., theses
representations being contained in his letter of January
24th, 1917, copy ef which letter I am filing herewith

- marked Number-One,~— - — -

In thie letter the attentkbn of the Government wﬁa
called to the proposed inorease in prices'by paper
manufacturers, The paper manufacturers proposed s minimum

. price to daily newspapors of $2.00 per 100 1be, f.o.b. mill

for newsprint paper in rolls, an increase of $1.25 per 10C
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_from the letter of the Federal Trade Commission, dated March

w3a

price of £2,50 per 100 ibs. in rolis in carlond lots; at $3,25
per 100 1ts, in sheets in oarlead lots, and 83,90 per 10¢ 1ts,

“in sheets ir leos than-carlnad-lptn-of- two-tons and-ever-fe0 by ——

the mills ef the verioue manufacturers, for a peried ¢f three
montha dating from the first day e March, 1917, It wae
further recited in snid agreement as follews:-
"And whereas_ under existing conditiens the supply of -
"newsprint paper to Canadian publishers by the manufacturers
"is not proportionately distributed between them, and by
"reandan of the fact that the prices so fixed are consider-
"ably below those the manufacturers are receiving from
- "export business, it is necessary in c¢nsequence in order
"trat each mnnufaoturerﬁpehould vear hie due propertien of
¥the lons 80 entailed in complying with the wishes of the
"Government, that arrangements should te made for a pooling
Vof the saild 1688 and for adjustment between the said
“manufacturers in proportion to the percentage of their
Youtput supplied to Canadian publishers,"

Provielens were sot out in the apreement in regard
to the method of taking oare of tho differential, Infertunately
some difficulty arose between iﬁe marufacturers themselvea, and
this agreement was ncver executed. For purposa of reference I
am filing copy of this Agreement rerewith, marked Number Two.

At the time this agreement vas being considered a
statement wao prepared by the Secretary of the Yewaprint Manu~
facturers Aesociation., That statemont shewed that during the
previous yeor there had Yeer manufnctured in Canada 611,320 tonsa
of newsprint; that the Canadian tonnage amounted to 65,705 tons,
the balance amounting to 54%,61% tons being for export trade,
Copy of thie Statement 1s filed herevith, marked Number Three.

The manufacturere of newsprint and the putlis.ers

having failed to come tn any agreement, and 1t being evident

‘3rd, 1917, that in the opinion of the Cormission the incerease

in selling price of newsprint fnr the year 1917 waes greater than
could bve justified ty the inorease in cest, and also by their
finding that free competitien had beern seriously restriicited in
the newsprint industry, and that important manufacturers in the

United 3tates and Canada were vanded together to aecure
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vnrea@bnahl&wprofibs,;also~cw1ng‘t0fthe’wur“that gll” conditinna

yreviously prevailing in the paper tiade had cranﬂed the
in
Goverrmont decided %= order to ennure to the publishera s —  —— ——————

Canadian newspapers an adequate supply of newsprint at a
L ] reasonable price that 1t would take the reoponsibility of fixing ; L
prices, |
- 7‘The'Gnverﬁﬁent“had*befnre’them‘at”that'time the pribes
which tre Xelderal Trade Comsmiseieon considered to be fair and
reagonable in view of all the circumstancce which are fully
set out in the letter »f the Federal Trada Cenviscior to the
Presideont of the Senate of the Ynited Statec, whioh letter
i1s filed hnrewitk, warked Nugtrer Fourt 0n the 16tn day of Arril,
1917, an Nrécr-in-Crurcil was pussed undor the rowers conferred
oy Sectinn 6 of the War Yeasures Act 1914, and urder that Crder
-n~Council tre Yinister of Custons was oupovwered tos fix the e
L quantity and price af newsprint paper in sheets or rclis, :
furrdbhied or to te furniched to the putlishers in Canada by the
manufacturcrs, fras the firet day of YMarch, 1917, to the lst
day ¢f June, 1017, Cory of thin Crder-in-Council is filead
herewith, marked lhanier Five,

M the same dete (1640 fpril, 1917) an Order-in-Council
was paosad agﬁqipting nLe @i (kmujﬁsioner tn conduct an inguiry
ints and ccncgfélng the rurifucture, auwle, price and supply of
rewsrrint paper witlin the Dovivien ef Cunada,  Oopy 2f this
Order is filed herewiih, mari.d Nurrer S1x, tegether with coples
of all orders fixing price up to the present timo,

Tke primary ctiect of ry investipgation, ps I understood, '.
e W&B‘to asoé;ggln vhe*her t?e r~icé;A;;;;; u}éér Order in;Cdén;ii h -
were falr and reascrulile prices,
In conside.uni the lires to Ye adepted in the investie
gation there wore certain things which I assumed:
lat. That the Goverrment had satisfied thermselves that

the time had come when the Loinuez Faire poldey, under which

competition was relied upon for the estarlishing of fair rrices,
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should be set aside during the war in order that the newspapere
of Canada could obtain an adequate supply of newspint at

reasonable prices, it being apparent that effective competition

had been eliminated by cbnholidation of the manufacturers.
2nd, T aopumed that the Government having fixed the
* prices at whioh newsprint manufacturers weye to aupply newsprint
in Canada for a period ef threec menths, and the manufacturers
not being satisfied with the pricaes so fixgd, and having Yeen —
sosured that a Commlssiener would be appeinted to investigate as
to same, that the ohief objeot of my inquiry was to ascertain
the actual cost of the manufacture of newaprint in order that
I could report to the Government, and that the Government ﬁould
have before -them full informatien upon which they could decide -
whether the price as fixed ty them wap a price suffiolent to zmxm
cover cost of manufacture with proper allowance for depreociatien,
Y and profit, on the value of the property used.

3rd, I further assumed that there was no desire on the
part of the Govermnment to Iinjure the newapaper manufacturing
industry in grdier to build up the proaperity of the nevaprint
industry, but that their only dosiro was to see that Juatioe
should be done between those conflicting intorests.

I immediately proceeded to take up the qhestiona referred
to me, namely; the manufaoture, sale, price and sufply of
negwaprint paper within the Dominion of Canada, and I at once sent
out questionaires to te anowered by each of the manufacturers.
Copy of same are filed herewith, marked Number Seven,

A5 will be seen from these queationu,_full information

_N'.‘A> wae geqq;red frqm tho manufaoturers in regard to their capital

etock, bonded 1ndebtodnena!mqugntity of newaprint manufactured znm
and s0ld in the years 1914, 1915, 1916 and up t%>30th April,
1917; also the cost and eelling price in Canada for the same
yoare,  and the selling price for export, together with a

full statement of their profite, All the manufacturars replisd

to these quentions, and the full details are in the answers




Y b
wiven Wiioh are fiied herowith under fusber BIiht! |
AL the coumpncement of the investigatich some -
diffioulty arose as to the cost of neweprint as set out in
o the answers, owing to the maenufacturers having placed an
arbitrary prioe on sulphite and ground weed. 1 dod net

e consider this the Proper method of arriving at ooet, snd

e o e ere. =

consgquontly when investization of the accounte of the
manufaoturars was made such basis was disregarded, and aotus)
costs acoording to thé recorde of the companies, but with some ?
modifioations, wére ascertained. As all ﬁho dotaily are glven
in statenents filed {t i§ unnpcedeary in this my interim report
to diionnn then ot léngth. The fullest opportunity was given
to gvery one connected uith,thii.inquiryAtéfexnmlno.tho,

angners to the queetionaires, and the manufanturers who

furnished then. !
It was considered by all parties interested that a
much xore satiafactery way of arriving at the actunl cost of
manufacture of newsprint was to have a therough examination
inte coat made by competent accountantg. ! was partioularly
fortunate in bdeing able to seeure the services of Mr.
Geoffrey Clarkaop, ef Toronto, who hae gone into the matter
vith great thoroughnees, as will %e seen from his reports
vhich I am filing, marked Numbey Nins,
Some comment has teen made in regard to my rulinge.
The Federal Trade Commisgion im a tridunal appointed by tﬁo
United 8tates Govermment, snd thoir povers are largely advisory,
reguiative and investigativo, and they werg authorized by
resolution of Congress of April 24th, 1916, to enquire into

the inereass of price of print paper durimg the Dreceding year,
and ascertain whether or not the newepapers of the Unitad States
_Were being eudjected to unfair practices in the sale of p;int
paper. It wao alearly their duty 5 inveat@gate e Vo a
combination, and they so investigated and reported, and I Lol
that it was upon their Teport that the Government ef Canada
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had come to the conclusion that effective oompetition had
been eliminated Ly the consolidation eof the manufacturers
in the United SBtates, whioh wae ita justification for ,
taking proupy measures to ensura to the publishers of Canade
‘lan newspapers neweprint at fair and reasonable prices,

It wae urged upon me very strongly thgt I should
admit evidencs in regard to the alleged oombination of newse
print manufaoturers in the United States of America, I
considered that the ebjact of my inquiry was to ascertain as to
cost within the Dominion of Canada, and that there was a clean

cut issue betwser. the nevspapeéers on the one side and the

manufaoturera on the othar=-<~the newopapera oontending that

the pricea fixed by the Governmcnt ware fair and roaeonuble
prioces, and the manufacturers contending that the prices were
too low to give them any profit---and my desire was to confine
the evidence to the issue. I recognized that the Crdar-ine
Council gppointing me a Commissioner gave me very large powors
which I waes quite prepared to exewcise to the 1imit, yet it
gave me no power to invent9gate into an alleged combination in
the United Btates of America, or in fact into a combination
of any kind, Ruling cthervwise might have been a smooth road
Yo run on but in my opinion it was not the right road.

If the Canadian Prees Ass.ciation desired to investi-

--gateo-an alleged oombination”in'Canadﬁy“thﬁy“bBuId“huVe availad

themselves of the provigione of the Act to yrovide for the
investigation of combines, monopolise, trusts and nergers,

In thie Act; unless the context etherwine requires,

__trade or commerce; or the cost of

combine mUaNB-any Contract, agresment, arfangement or s ombin-
atien which hae or 18 designed to have the effect of
increasing or fixing the price or rental of any article eof

the storage or transpertatior
thereof; or of the restrioting of competition in, er ef

controliing the production, manufacturo,Atranoportution, storege .




sale er supply thereef to.tlis detriment of consumars or
producers of suoh artiole of trade er coxmercs, snd inoludes
tho acquisition, leasing, or otherwise taking over er obtaining
by any person to the end aforesaid of any oontrol over or
tnterast in the business, or any portion of the business of

any sther pernon, and aleso Sgoluabo what {8 Xnown as a trust,

monopoly or merger, The proéoﬂuro under this Aot is very

" simple, and it is not neceseary for me to go fully into it,.

Sufficient to say that if the Canadian Press Associstion were

desirous of having an 1nvqatigntion a8 to whether a combine

‘eéxisted among the newsprint manufacturers in Canada, they could

have made their application ag set eut in the Act, The appli-
cation could te heard by any-Jude'of the High Court of Justioce
in the Province of Ontarie, and by any judge of tuna Superior
Court in the Province of Quebec, and by any Judge of the
Supreme Court in tge other provinces, and upoﬂ shewing to

the Court by latiefactdry evidence that the alleged comkina-
tion operated to the detriment of the newspapers in Canada,
they could have obtained an order direoting an investigation.
A Board would then have been appointed by the Minister of
Labour, ccneisting of three members, one of whom would be
arpointed an the recormendation eof the applicants, one on the
recomnendation ef the persons named in the crder as being
concerned in the alleged combine, and the third on the re-

cormendation of the two members so ohosen, This Board!'s duties

" mould have been to expeditiously, fully and carefully inquire

into the matters referred to, and to have made their report

to the liinieter, and any person reportod by the Board to have
been zuilty of unduly limiting the facilities for transporting,
producing, manufacturing, supplying, storing, or dealing in

any article which may be the subject of trade or commerce, er of
repiraining or injuring trade or commerce in relation to any
such artiocles, or of unduly preventing, limiting or:le-nening

the manufacture or production of any such ar:icle or of
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unreasonably enhsnoing the price thareof, or of unduly
preventing .er lespsening oonpatttion in the production,

manufacture, ‘purodive, barter er sale, trnnuport;t{on,

storage, or’ supply of any such article, and whe thersafter
continued so0 to offend would have been guilty of an indiotcblo
offence, and liable to a penalty not excoeding 91,000 and costs
tor eaoh day after the expiration ef ten dnys, or ouch further
extenoion of time as in the opinion of the Board mighkt be
nscessary from the date.of the publication of the ropoft

of the Board in the Canada Oazette duri{ng which such persen so
ouﬁtinund to offend,

Or the Oanadian Pross Assooiatien could have éailed
themselves of the provisions " the Oriminal Code, A full
discuasion in regard to my rulings as to the adnigsibility
of evidence in regard to an alleged combine 18 to bes fpunda
in the report of the Proaocedings of Jupe 21at, 1917, peges
642658 in record filed herewith:

On page 642 will by found By ruling as fellows:

"JHD COMMISIIONRR: 1 regret exooedingly that thia
diffioulty Yas arisen in the course of thie investiga-
tion, I dewirs to give the fulleot possivle latitude to
ccupsel for the purpoes of vringing out everything that
Xay Yo material and that may aoeiet me in deoiding or
reporting en the matter that has baen referred to me:
Uy position 1 absolutely and distinctly different from
the poeition of the Pedoral Trade Commission which was
appointed by the Unitad*ﬂtate. Govermment in 1916, That
a9 not in any way s war measure. Conditions arose in
the Dominion of Canada which indicated that the news-
Japers of thig country might be Placed in a position
vhere they could ngt OAXrTy omn their business. Now 1
take 1t that the newspapers have dons g Yaluadle work
during the progress of this war, They are, as we know,
the great mobilizars of pudblio opinion, They have




" this war. Naw we liave in Cannda & fair rnumber—of newspapers. . .

‘ . . Mo o0 R
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anaisted_in4évery*way“in*furthering*rebfhlting‘and”in

furtharing all the effnrts that have veen made te carry on

The total crneumption of the English and French daily -~ =~ = -
newspapers of Canada swounts to 276.46 tons of newaprint, that
'the aneurt cansumed per day, There are three daily Jewish
nowepapers, two Chinese daily newspapers, and nne Japanese
rewopaper that are not counted in that, The number of
fnglish and French daily newsparers is 122, and the annual
consurption of newsprint is 382,922 tpna. We manufacture in
this country at tlie present tima upwards af 800,000 tons of
newsprint peper. 8o 1t is abvious that it is a very impsrtani
industry in so far as Canada is concerned, There are invested
in this industry willions and miilions »f dnllars, This
industry is develovlir inie rnatucal resources of this country,
and I, far ~ne, wuid nmol lika toe see anything done which

would tend to desbtroy Lhiet inauatry, ar tend te keep capital

nut »f the Doriuicn of Canada, which is Intended to develop the

~ regeurces cf this countvry,

4

Now, as gr2d mufora, I am in a unique positi-n, I

g, nét in the wovition ef o juips, vut I an here as s Cormiss-
ioner, and I .73 Lo edeccios g opeat Judritent and diszcretion
ir. regard Lo this iwve oo Uit end wifestas stcly Lheve may
‘te ne acyarlofror oy aoolsfon, D ofesl L@zt 1 ohave gliven to
Ceursel tae fyllest porsiole 1n*£tﬁi;7iﬁ hie euanination of the
witneases. My duty, ax I undorstana it, is sirply to investi-
gate the condision: as met sut in the frder-iag-Council, that
is,'tn sonduct &n iaguiry inte and econconolng the manufacture,
pale, rrice and supply of nawapcint wliihia the DPoeminion of
Carade- --and 1 have to de that fer vhot rurroceld It is to
ensure to the purlishers of the Derainion of Canada an ample
supply »f newapriant at a reasonable price, A3 was said a few

minutes ago hy Mr. liontgomery, this 18 merely a war measure,

I am not here for the purpose of cenducting an inquiry as tn




facturers af neweprint in this country, That is a matter

wlle

whsther there was gn unlawful combination between the manu-

that would have to come up bofﬁfa ahoth;ivifiiﬁﬂai,“ﬁﬂa—hy -
ruling now 1n that I will oonfine my investigation entirely to
the four corners of thie Order-in~Counoil, and that I will not
g0 into any inquiry os to whether there was any unlawful
combinatioﬁ gatween the manufaoturerg 6: not, .

P TILLEY: Then do I understand tﬁif/gour Honour
excludes evidence on the lines that I am seeking to follew?

IHE CQCTOSIONER: Any evidenoe that tends in the
direction of nhowing there was & combinatien is oxcluded,

I do not think 1% 1ia 16 pertinent to the inquiry." —-

It 1s just posoible that the Canndian Prees Assoociation
may have by this time taken the necesanry steps %o have the
question of unlawful comtination investigated by the only
tribunal authorized by Statute to conduct such an enquiry, and
grent relief from suck combination ehould the same e found to
exiet, I have not, hovever, heard of their so doing.

I am referring to thie probably at more length Shan
I sheuld, ao to my mind 1t has 11£tle or no bearimng on the
matter under investigation, but it has been given by the
Canhadian Press Aesociation as their reason for withdrawal of
their Counsel from further participation in the inquiry,

Notwithetanding that Counsel for the Canadian Press
Association 4id withdraw from the investigation, I folt {t was
oy duty tn see that everything in connection with the investi-
gation was placed beéfore tlhiem, and unofficially Counsal f6F the -
Canadian Proedesooointion, with ty coneent and approval, has
discussed with me many podhts in regard to figures ae to costs
shown by the manufaoturera' records, and all of ¥aich will be
carefully oconsidered. I am under the impression that a reapro-
gentative of the Canadian Press Association has bcen present at
every hearing held by me.
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It is unnecessary for me to go into the details in

wo-mmT€@Ard to costs ae they are all shown in the general statements

777 prepared by Mr, Olarkson-and filed herewith, .- - .. ..

Barly in Neavember Mr, Clarksen furnished me with a

‘ etaterent showing the average cost in Canade of ;’gf mynufacture
of newsprint as shewn by the records of the companies including
in instances certain cosis which should. properly have been taken
into account by the ‘mmufacturers who had, however, in certain
cagee neglected to do so, and 1ndlud1ng what could not be
considered as unromsonatle return nn the average on 1nvcstmént;
This statement is filed horewith, marked Nurrer Ten, and shewa
that the average for thirteen companies vias §56.90,

8rjections have been taken by the Canadian Press
Aspociation to items included in such costs, and complete
evidence yet remains to te heard in respect to several of them,

Since this statcuent was preyared the manufacturers
¢laim that thels conts ave tnercuved as they are now and have
been for the last two or {awree wmenths using pulp wood got out in
the winter of 1917. As to whether this is the case or not, I
am net in a posision to say, but accountants are now busily
gpguged in ertaining the actual cost to the ranufacturers for
the Zater months or 1917,

Cn Novemtor 3rd, 1917, in addition to my duties as
Commlesioner I wae appointed Controller, with full power during
the continuance of the war, un.ccs ntherwise  ordered, to fix the
quantity and price of ncwsprint pages ard 2ther classes of
paper to be furnished to the putliskers ja Carada, and to fix
the price of pulp including sulphite and eulphiate, the prices =~
however to te first approved bty the Goverinor-in-Council, AI
vas also authorized in the course of and in c¢onnection with my
investigation to confer with and co-operate with the Federal
' Trade Commiseicn af the United States of Mrerica, :

I vieited Washington and atteﬁded a special meeting

of the Federal Trade Commission where I had a very full and frank
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discunsion in regard to all the-differemt. items of cost, whicr
arg divided Into throe prinoipal groups, viz: (1) Stock which

includes sulphite, ground wood ana cther materials used, (2)

7 Ponveraion wh \h 1ncludes “1lator, 66ﬁéfi“fﬁél”ﬁﬁd‘varioua“*"“'
Asuppliea necessary to é;nvert the raw materials inte paper.
(3) Genernl expenees which include taxes, insurance, deprecia-
tinn, administration, etc, '

At this meeting I was fortunatedh having present
¥r, Cler¥bon who had with him all hie statement§ and wae in a
position to discuss with the members ef the Fedoral Trade
Covmisoion the methods he had adopted in arriving at coets as
shewn by the records of the Compantes. -

I desire to say tiat the Fedaral Trade Ccrmmiasion
treéted us with great courtesy and frankness, and with their
permission Ur, Clarkson and Dr. Merchant had a full discussion
a8 te the principles involved in Adetermining costs, ‘

I consider that the meating wan »f great advantage
in my inquiry and that 1t :gélaseist towards co-ordinating
of the proceedings in btoth the United States amd Canada,

The Federal Trade Commissior have reen good ensugh to
forward to me a monthly cost £xxm ferm with instructions, which
each company hag to file with the Cermipsion, and I am consider-
ing the advieahility of having a eimilar form sent out to the
ranufacturera in Canada, so that I would be arle to keep in
touch with the oiitinne in each of the mills in

regard to
rraduction and cost,

I am filing with this'my Interir: Peport (1) o complete
86t of statements of crgta ahewn by the records of the paper
mil;glubut“sgbjectuto,adJuetmenta specified in respect of
otumpage and einkage; (2) Summary of costs as shewn by auch
Btatements wikn additions thereto in respecct of increases

and adjustments claimed by the miX¥s in evidence given before

me and for return en investment; (3) Summary of costs fo month

of May, 1917, with additions thereto in reapect of increases

and adjustmenta claimed by companies in evidence given before
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me and for the return of 8% on investment at the rate of
$30,000 per ton of newsprint produced: (4) Calculations com=
viled for purposes of information only, as to investment of
Canadian Companies in milla with computations in respect to the
balancing of saum for newsprint purporss; =-- Statement of
machine lcesec ae shewn by r-corde of the oompanies) (5) Memo-
randum cove.'ing investuents in timber linds and limite, and
calcul.acions a8 to investment in operating aesets,

It strikea me that outstanding soourities are of little
ovidentiary waight exoept as part ef the finanoial history of the
property, arnd that the same principles in fixing what would be
fair cempensatien te the manufaoturers as are gettled in the
fixing of rates in the case of ypublic utilities mdight e applioa=
ble in this oase, The paper business partakes ef the nature of
a public utility, If compensatien wore te te nlléwsd that would
@ not provide meane for the proper upkeep ef the manufsoturers’

plants, 1t would be detrimental, not only to the manufacturers
themselves but to théed whd rely upon their preduot, and to the
public e8 a wholes The rate should be high enough so that the
revenue therefrow would te sufficient te cever reasonatle

amounts foy operating sxpenses including depreciation-«intareste-«
and profit en the falr value of the property used,

My first duty therefore ceems to me to be to obtain
evidence as to the fair values of property upsn which the
inventors are antitled te intereet and profit, Of coursce I
will at ance be met with conflicting opinion as to what should
bo included in the tarm property, and as to what 1is meant by

@ fair volue., Some argue tﬁat fair value is represented by the
offtizinal ocoets, others again thet it 1is represented by the cost
of reproduction at the time of apprkieal. Then again, =
questien arises after the value of the physlcal property has
veen determined, as to whether remsonable returns should s

allowed for the cost of developing a paying bueiness, The mest

)
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verfectly-equipped plant—inexistenco-may be isslsss unless
1t hce developed a business, and in the first few years of ite
operations it may not have teen profitable, From all the
authorities which J have been able to consuvlt it appears to me
that the tendenoy at the present time in aprvaisale is to
attach greater importance teo the oost of reproduction than to
the original cngt. However, es to which of theso factors is
0’ mont 1mpnftance is a matter that is greatly dependent on
conditions,

Then again, I have to censider the return to be
allowed to the investor, This return usually ocnsists 4f.two
8loments~-<~the ordinary rate of intereest for the use of rie
rmoney, and a compensation for the riek he has undergone., I
mus¥ eay on o oareful perusal of text bocks and authorities
and Judicinl'ruiinge, though at times contradictory and somewlat
confusing, I find they nevertheloss indicate the general lines
upon vhioh veluations must ve made, I have in as brief a
manner ao poosaible pointed aut some of the difficulties that I
will have to encounter in arriving at a fairly accurate rate
of compensation tHdt shculd be allowed te the renufacturer,
The interests are so large &nd sc impertant T feel that they
have got to be ccnsidered with grent care,

I suggested at ewno of my hearings that it would be
very pleapirig to me if the Government could see their way in the
event of elther party tveilng diesatisfied eithar with my%a;xru B
rulings or with my findings, to provide an appellate triﬁuha)
who would have full power to review or reverse any ruling made
by me or any finding ef fact, or whe, if of opinion that the
prices fixed by me are unjust either to the manufacturers or
to the newopapers, would have the nmower to determine what prioes
are just and reasonable, and such appellate tribunal to have the
right t4 hear any pertinent matter considered by me, also
additional evidence or matter if it shall be shewn to their

satisfaction that such additional evidence or matter iu material
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and that there weré reasonable grounds for failure to

adduce same in the proceedings vefore me, Or, if thio should

not te ooneidered advisable then that elther party should have
the right to obtain from the Department of Justice an opinion as
to any of my rulings or findings,

HANUFACTURE: The pulp and paper industry is one of
Canada's greatest induntries, PFrom the stetement filed shewing
the export of domestic produce of newsprint paper, n.p.p., wood
puly and pulp wood during the fisoeanl yeara ending 3ot March,
1914, 1915, 1916, and 1917, and during the 0ix monthe ending
30th Saeptemter, 1917, it will be seen that the newsprint industry

is assuming very large proportiona, I do not think £t is too o

much to say that Cannda 18 destined to become one of the leading ,

countries in the xmxXg workd in the manufacture of pulp and paper
products, Possitly the chief reason for the large investment
that has taken place in this indusetry in late years in thelfnct
that the United Btdtee market is an open market, and that awing
to our oxtensive waterpower and suitatle tree specles for paper
making, also for the making of ooda pulp, large amounts of
capital have been drawn to Conada, - While not having the largest
timber areans in the world, Ruseia being firset, the 'nited Statos
second, and Oanada third, Canade has the largest timber area in
the British Empire,

I do ﬁot conaider the precent the proper time to say
anything in regard to the question of the preservation of cur
forepta., In my final roport I may deem {i expedient to glve my
views in regard to some matters that have come under my notice
during this inveetigation,

Ry reference to statement shewing exporte, etc., filed,
it will be{aeen that there has vean & vory substantial inorease
in the export of both newaprint, wood pulp, chemically prepared;
wood puly mechanically ground, and pulp wvood, I am also filing

with this my Interim Report a statement by countries ehewing

the quantity and value of paper exported duripg the fi

ecal year
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ending 318t March, 1917. This statemant nhows that ws
exported paper material to the value nf $26,072,646,00, a very
large praportion ef this going tn tha United Btates of America.

Prior to 1913 the Unitnd States imposed a duty upon the
importatien of newsprint paper into the United 8tates., The
Tariff Law passed in the United 8tates in 1909 reduced the duty
to 3/16¢ per pound, gquivalent to $3,75 per ton upon newsprint
valued at not arove 2f¢ per pound, In 1911 the United States
removed the duty entirely on imports of newsprint paper and
pulp fren Canada except where the Canadian Gavernment impesed
an export duty, In 1913 ths United States put newsprint paper
from all countries yalued at not above 2k¢ per pound upon the
free liet, If valued at above 2}¢ per yound a duty of 12% wae
imposed, Avout 60% of Canadian paper went into the States free
in 1912; in 1913 cver ene million dellars' worth ef Canadian
paper entering the United States was surject to duty, but sinne
1913 no duty has been paid an Canadian paper entering thﬁu,u,”ﬂwa
United States valued at"not“bééfwéii'bér‘iﬁ.”mbiﬁ;g7%6 the
increase in price in 1916 the United Btates on the 8th of
Beptember, 1916, raised the minimum of 2kZ por pound te 5¢ per
pound, Consequently, altiicugh the price of paper has advanced
beyond 2k¢ per peund, Canadian paper, vo long a8 the value
does not exceed five cents per pound, enters the United States
free of duty.

Canadian production Bas beon tnoreasing very rapidly,
and no doukt will centinue to inerease, Upon examination into
the financial affalrs of the different companies, all of which
1s shown in the svidence, it is guite apparent that the industry
has not been at all times remunerative,

I do not deem it necessary to ge inte details in
regard to the enormous increase in cost to the manufacturers
owing to war conditions, I am filing hercwith certain statementa

which show comparative statements of prizes for mill suppliies
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and wosd Jqupplies, taking as the vasis pnides of August let,

1914, and oemparing thege prigee with the pricea ourrent on

April 1st, 1917, and July lst, 1917, As will be seen from these
statements there have been inorsases ranging from 15% to over 200%,

Aocording to the Henourable D, ¥, Houaton, Secretary
of Agriculture in the United States, the United Statee are using
over six thousabd tena of nevweprint daily, and the demand le
inoreasing at the rate of ten per cent per year., To supply press-
60 in the United States with newsprint requires amnually about
three million cords of pulp woed; to meet requivements for
magazine and book paper, statienery and dueinees papers of all
forms, wrapping papers, wall papers, oardboard.‘fttre board, eto.,
four nilliien cords of pulp weod are consumed annually, Production
barely keeps pac: with consumption, The United States depend
on Canada for a third of {te newaprint paper, either in the form
of finiened preduct or raw material., This proportien is
inoreasing rapxdli. Acoording te the same suthority pulp wood
stumpage in the northern atates coste from $2.50 to §5 per ocerd
standing in the forest,

According to statistioce furnished vy R. H. Canmpbell,
¥sq., Director of Foreatry, the Canadian Pulp Mille in 1916
consumed for the menufscture ef pulp in Canada 1,764,912 corde
valued at XSyxasys $13,104,458,00, while 1,068,207 corde valued
at $6,866,699.00 were exported makirg o totsl production of
2,833,119 cerds valued at $19,971,127.00,

Bulletin Ne, 62R of the Rireotry Eranch nontaine full
information in regerd to production of pulp wood, wood pulp, eto.,
and is filed herawith . |

Asoording to figurgs of J. P, Jteele, 8ecretary of

the Newsprint Menufsoturers' Association, the total production
in the United States during the month of July last was 83,034
tone axainet total shipments during the month of 83,150 tons;
total production in Cansde during the month amounted to 49,429
t.;u againet -
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tons againet total shipments duriug theAmonth of 48,537
tonp; total production in the United Btates and Canada for
the month 129,949 tons; t~tal shipments for month 129,814
tons, The ¥x averadh. tonnage per day for the first seven months
of the year 1917 manufactured in Caneda wae 1953 tons, This
ie an increase of 153 tons per day ever the averags of 1800
tons per day in 1916,

SITUATICH: In the United States wh agreement appears
to have baen sntered into baitween leading manufacturers of
neweprint in the United vvates and Canada and the Attorney
General of the United States under which certain prices are

fixad from Januery lat, 1918, until April 1st, 1918,

for nevsprint paper in rolls $3.00 per 100 bs. f.obe u.

mill in carload lots; $3.29 per 100 1lve, f.0.b, at the mill in
less than carload lots, an® for --~ newaprint paper in cheets
$3.50 per 100 1lvs, f.0,b. at the mill in less than carload lots.
This, however, doas not apply to all the mills, The Minnesota
& Ontario Powar Company, and the Fort Franoes Pulp .. Paper Co,
Ltd. rates have not veen fixed as yet, but are to be fited by
the Federal Trade Commiseisn from January lat, 1918, to April
lst, 1918, effective Ja?gfry 1st, 1618, The manufacturera on
their part have agreed 'gg&ng the 1life of the agreement to
offer newsprint pu?% ~Jor oale in accordance wiin the prices
fixed, M April 1st, 1918, the just and reasonsbhle maximum‘

" prices and terms of centract for the sald of all or any news-
print payer shall be determined and fixed by the Federal Trade
Commisnion after due hearing and investigation sucject to
reviow by the Circuit Judges of the 8econd O recvit. who are
vgiven large powers of review., The maximum pricsa e finally
tixed are to continue during the war and for tiree months
thereafter with the right to any of the _parties to ask the
Federal Trade Commission for an inveatigation and determination

of new prices or terms of contract whenever during such period
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conditiong warise which in-ths apinian-of -eithsr make 1t
desirable to ask for any ochange in the prioe or terms of
contract subject to the same right of review, 1In deter-
mining the prices te be effective April 1, 1918, the Federal
Trade Commission ohall consider all pertinent conditions
including those prevalling during the wenths of January,
Febtruary and MYarch, 1918p te the end thet the prices whan
announced shall cover the facts as near the time of the
effective dnte of the new prices as is possible,

I am filing with this my interim report the following
documents, relating to the American situation:

Agroament, dated November 26th, 1917, retween Thomas
W. Gregory, Attorney General of the nited States, and the
saveral manufacturers of newsprint paper,

Final Decrae in the District Court ef the United
Staten for the Scuthern Pistrict of New York---United States

of America, petitioner, against Geo, H, Mead and ethers,

defendants,

Petitisn filed Novemrer 26th, 1917, in the District
Court of the United States for the Southern District of
New Yerk, "nitedStates of America,_patitioner, against
Geo, ¥, ¥ead ard nthers, dofendantas

It will e noted in the erder fixing pricee in
Cannda that while newsprint yarer in rolls is fixed at a
price cf £2.50 per 10 1vs. in carload lote f.0.b, at mill,
the prica in the Agreement in the United States is $3.00
f.e.b, at the mill in carlead lets., It will alsc be noted
that the American price for newsprint paper in sheets in less
than carload lots is 83,75 per iOO ars, f.0.b. at the mill,
while the price in Canada for newsprint in sheets in less
than carload lote 1ia £1.50 per 100 1bs., or in other words
there is a difference of %zt 810 o to

2 on neweprint paper

in rolle and there is g difference of $5.c¢0 rer ton en news~

Print paper in sheets in less than carload lots, Thisy of
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course, is for the same paper ses used by the Canadian- nowa-

papers,

ADJUSTHENT RETWAEN MANUFACYURERS:  Thio matter of
adjustment bevwsaen the manufactursrs has caused me a great
deal of anxiety. Under the first orders that were made a
provision way laserted which reads as follows:i~ “And whereas
under existing conditions the supply of newsprint papsr to
Canadian publ.chers is net proporticnately distributied tetween
them and by renzvon of the fact that the prices fixed ars lower
than tre maautactarere are receiving from export vusiness, I
do order that =-cell unmfacturer chould bear hiis duec proportion

of the coust e entailed 90 complylng with above, and that if

.arrangeneats are ol vete hehbween the munufacturers for the

pooling of such curi end for wdiuvsviie .t vetreen themoelves i
proportion to Ll bercoatam: of tloir -ntoul i licd tn

Canadian pvriishers, tict an cecouninp Yo race and the manu-
facturers or.nuﬂufuctwycr who hean cucuitier a reater porcentage
of Canadian tonnaze i v2pe»ly atisu "t 43 trem chall ve
raid by the other .zuwiacoore wwdticlent %0 o ace them in
the Bame positlon pr the monut.riUicl or mantfaclurers who have
not eupplied tleiv propes posceatege ta the Canalisn publishers, ®
At the *time trls oraer was made approximately 11% of
total manufacture of rewrprint was required for use in Caneada.,
Several of the mills were not supplylrng any of the Canadian
trade, ANthers were supplying mcre than their 11%--~all dsgsired
to obtain the full market price which at that time was over $60
per ton in the United 3tates, Censequently, in order to keep
the Canadian newspapers aupplied thoee ¢f the manufacturers
who wers long on Canadian tonnage had tc be rrotected bty those
of the manufacturers who wers lcagloﬁ Canadian tonnage, At
the present time there is owing to those who were 2ong on
Canadian tonnage approximAtely $250,C00,00 by those who were
short en Canadian tonnage.

While I am bound to say that the manufucturers have
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leyally nhayed every ardear that I have nade for supply of v

paper to the differsnt-newspapera-throughout (Canada, yet there
) troee
is an inaistent demsnd upon me by Xkumrx who have teen long on

Canadlan tonnags, and who are entitled tn larges amounts of
) money to get the matter olrsed up. Meosrs. Clarkson ard Sharpe ¢
have been working diligently in an effort ta bring ‘about a
final adjumrtment, but many difficultics have presented ‘hem-
selves and delaym have oceourred in receipt of adequate returns
from marufactuvrers, I kave avery hope that this will bve clesed
out within the next ten days,

In dealing with fhe question of prices te gavern frem
the 1st of February, 1916, a diffioculty presents itself by
reasen of the provisien in the Order of June 30, 1917, which is
as fcllowsi~ ¥This order 15 made aubjeot to revision as to

_rrice in the avent of it being denided at a later date that the
érice now charged is either too high or tao low., A similar
proviaien has been made in all orders fixing ;ié;eaubsequent
te June 30th, 1917, If an increased pricé were now fixed
dating back to July let, 1917, I have very grave doutrts as to
whether it would be fessible to cnllact from the amall nows- —
papers, frem the Atlantie ta the Pacific, the amounts that
right be found 4ue Ly therm. Recognizing the iﬁjustice that
might te done in the avent of my making an order fixing price

Cuntil I was thoratéhly satisfied there was sufficiengtévidence
tefore me teo fix 1t with some degres of aocuracy, I refrained
from either increasing or lowsring the rrice when making my
order of 20th Novemrer, 1917, extending the prices then in
force from 20th November, 1917, to 20th January, 1918,

It has Yeen urged upon me ty the manufacturers that as

"“their records shew a coat with allewance for compensation to

Kay 1917 o” over £50.00 per ton, and that such conts have

increased very rmaterially, (3ee Statement filed as of Uay costs,

and subsequent evidence) phat price should now be increased,
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It will be esen by reference to Bulletin No, 426
isgued by the Canadian Pregs Asapclation (£1led herawith)
that reference is made fo infermal gonferences which Nr,
Tilley and ¥r. Imrie had with myeelf, and Mr, Clarkeon, and
at whioh they pointed out points in the summary that required
expkanation. 1 have given every oonsideration up to the
present time to the 4ifferent points raised, although it is
manifest furiher svidence will be required ps to some of the
points raised, '

Bome question hag bheon reised in regard to the value
of pulp woed sn the stump. I havg taken the position that
pulpwood has & value. It has been contended that when
obtained under conoessionq it should be taken into coste at the
axount of the roygltiesg paid in respect of it-only, Where
yulprocd has besen Jlurchased by the mills 1t hag been taken at
costim arriving at the cost of nowaprint. Where s mill hee
large limits and their woodland investment ia eliminated
in considering their cost of manufacturg of newsprint 1
have allowed a price of $2.00 per cord, and thera is atundant
evidence to be found in the evidence filad with this
interim »eport to justify thie allowance. As a matter of fact,
the svidence shows that in the Province of Quebec mccessible
Pulp areas have become very waluadble, and a much larger
price than §2,C0 per cord has been pald for pulp wood &n the ngm
otump in that province, In the State of New York according
to the Honourable D, F, Houston, Secretary of Agriculture,
pulpwood stumpage in the northern states cost from $2.50
te $5.00 a oord standing in the forest, Yvidence given
and records on file of judgments given by Superior Courts
in the Prevince of Quevec in trespass actions where the
damages were net coneidered in any ey o8 punltiva,[ehow that
liveral allowanoes weres made, It was urged upon me that

investments of millions of dollars in the forests in the




establishment of “pulp.-and paper-mille-—did not give any !
value to the timber areas adjoining these properties, I
am of a cantrary opinien. A pulp and paper industry is

one of the most oxpensive industries to astablish~~

it requires a capital ef $25,000 to $35,000 for every ton

of production with the result that a successful industry

cannot very well be astablished in the ferest without an
ttwo or three

outlay if dmiolixtgsm millian of dollars, and once it is

established, my opinion ie thut pulpwnod adjacont thereto

hae & value of $2,00 per cord as cut,

With the price fixed in the United Statas at 860 per
tan, and if the price in’Canada rerains at $50 the differ-
ential that will require to be paid by the manufacturers
fhort of Canadian tennage tn the ranufacturers lang of
Canadlar tennage will run inte vary large figures, The
newspapera of Canada will have had from let of March, 1917,
to 1st of February, 1918 (aeleven momths) their paper at
& price of at least $10 a ton less than the price that the
marnufacturers of nawsprint sould have abtained in the open
market, I have given to this matter every possible
consideration, I hava besn urgad by the manufacturers rthat
1n viev of the evidence surmitted to date that I nught to,
as Contreller, fix the maxinmug price to be nllewed for
rewspriat frem the 1st af July, 1917, at 860.00 per ton.
On the eother hand it 1s contendesd by the Canadian Preas
Associatinn that prices should rerain as they now are,

There are many diffioulties in the situation apart
from osettling the principles upen which a fair profit te
the manufacturers is to te allewed, Aneng the difficulties

are the fellowing:-

l~ The accuracy of the manufacturers is questioned
by the Canadian Press Asaociatisn,

2~ The undartainty which existe as to the real cnst
to the manufacturers of their supply of wood when cut by
themaelves, for the reason that frequently two ar three
years elapse between the time when such wood is cut an the
bush and that when it is delivered to the mill, and a8 to the .
apount of sinkage upsn such wood which when driven 18 estimated:
at from five to twenty per cent, based upon the conditions
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st from five to twenty per cent. based upen the conditions.
required to Deé metl amd the langth of the dr;vo.

3o In some ossqe yille kave kept sn ample supply of pulpwood
ahead of their operations. In others, where h'{ cut their
oWwn woad either wholly or in part, they produte little more
than sufficient to keep them from year t6 year, and still
other mille depend on their adility té purchasa wood in tha
shen market; ad & result inoreased acats of operating. There
is & markeg gifference in the cost of wood to some mille «e
couparead with nthers,

4« The faot that in many inrtances wmills have been cone
struated adjacent to their wood supply without which they
®ould have little value located as thay are, and the Ospitsl
invested has therefore to be recovered ad a charge against
wood cut #p that to all internts and purposes s sinking fund
hes to be build up to recover the investament.

5= The fact that wide variations are shewn ta ihe sacunt

of machine losses. Records of .::I #i1lg reererg lossdd, pe
lovge seven and ¢ight per ognt, re sthare alaim to have
sustained lossés of over 20;.

6~ - e lack of informatien contained in the renords of
the nanufacturerd &9 to the dirfferénce im noat of sheet news
8¢ conpared with roll} mewe.

7= The capital investment of the manufacturerg necedsary

to the production i a ton of newsprint has not been provan -
and oxocyting in one or two cases it i» odsoure and oamot be
definitely asdcertained short of physical valuation of their
properties,

8~ _The faot that certain of ths sompanies obtain pover

from the Hydro-Rleotrio underiakingy ynder oontrsot, others
obtain powar from oubsidiary corperations owned or controlled
by them, whila atill others aontrol their owm pewer davelopmont
a8 part and parcel of their yndertakings thum making a variation
in the cost of power, o

9= The faot that the fair return to be allowed to the

conpanies upon their investments cannot be ascertained

without further evidence and until such be sbtained the
sllowanoss to De added to the costd per ton of fewaprint prodticed
cannot de nscartained. : C

10« The question as to whoih.r the average of the adsts

of the manufasturers {e a fair basis to adhpt in Qetsrmining
the general price to be received by them for priat paper,
h.vin? regard to the fact that such average price give one
®i11 increaged profite and penalige anothar by compeliing it
to sell without profit, .

T™hé manufacturers dleim thiay are met with 1hotin‘1h¢
diffioculties in the promeoytion of their business, and the
dvidonce 16dicntca in vome inetances that thay ars suffering
from shortage of lavor, of water, fusl, and shipping fecilities
to an extent which may impair their production and inoresse
the coste to them of a lowered production.

Having regard to the costs indicataddby the companies
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records and the evidence offered as to the inorease in

coats which have taken pluce in recent months, also the
difficulties which some ocompanies are met with in financing,
and the insquities which nay be preaentedfia fixing an
average cost therehy possihllpenalizing the hign cest mills
with the risk of interfering with their ability to do
business, and with a view to maintaining production in the
interestes of the consumers and the publishers I feel it
incumbent upon me to fix a price that will at least keep up
production until such time as all thess involved questions
have been thoroughly disposed of,

I am therefore enclosing to you an erder extending
prices as they now are until 1st of February, 1918, also
an order fixing prices to prevail from lat ef February, 1918,
until the first day of May, 1918, of $2.85 per 100 1lbs,
for newsprint papar iv rolls in carload lofé; I am not
increaaing the price xkexprimx for newsprint paper in ;g;;;e
in carload lots or for newsprint paper in sheets in loss thah
carload lots, as ne evidence has been presented to justify
me in making a change in these pnices,

In making this order I am taking into consideration
the retroactive feature in the erders fixing priges from
June 30th, 1917, to the present time, and I consider it ie
only equitable that the price eet out in my order of $2.85
should bas fixed as I am satisfied from thé evidence that the
price of $2.50 per 100 1bs, for newsprint in rolls in oarload
lets is not a price which properly remunserates the manu-
facturers. The price as now fixed for newsprint in roils in
carload lots will make the average price from the lst of
July, 1917, to the 1st of ey 1918 $2,60%4 perl00 1lbse. for
newsprint paper in rolls in ocarload lote f.o.b, at the mills
of the various manufacturara'for the whole of the period

mentioned,

I have read with great care the atatutes passed in
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Oreat Brivain with regard 10 state control, and I £ind that

in. overy ense previsien has Yeen_sade-where compensation

£0 to Yo allewed and s referved o0 an Arbitrator; that

$he Arbitrater shall Nave regard to the oost of production

of the article and to the allewance of a reasonabdble profit

and 1 take 1t that {s vhat is inténded in this case.
)-auvm and demand are running very olosely togsthey,

*-tlave got to £ind ally attewmpt oh the part of tho oonsumets

to curtail in the usé ¢f paper, The man-power used for the

production ef paper 16 getting very scare owing to the

Tequirementa of the war-=-gvidence has come before me of very

large amcunts of money being expended by one of the companies

in an endeavour to get men for this winter's woods operations.

England has taken drastio steps to prevent waste of paperse

see Dofence of the Realm Manual, 4th enlarged edition,

P 326, 331 ané 332, France has alae passed striot regula~

tions, ‘

P te the present Canada has net beeh calied upon to
take similar steps. The Pedersl Trade Commission in their
report of June 13th,1917, have oalled attention to the
necessity for the sirictest voonomy in the use of newupriﬁt
paper., I am thoroughly convinoced that the only desire of
the newspapers of Canada is th-t which has boen expressed to me
time and again by their representatives and perhaps as strongly
put--<dby anyone as by the President of the Daily Newspaper
Publishers of ‘hotorn Canada, at meeting held in Calgary,
where he stated that the newspapers had every desire tnit
the manufacturers of newsprint should have a fair profit on
w3
I have fixed this price until the first of May, 1o¥a
Possivly I may be doing an injustioe to the manufacturers,

but I have given th the matter my most serious oconsideration,

their product,

and I have gone thoroughly and oarefully into all statements,
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evidence, eto. I understand that the whole question as

to cost !f manvfecture of newsprint 5: Yvoth in Cagada and

the United Btates, and the principles involved in determining
the investments of the manufecturere witlt the return: to

be received by them tMereupon will ve gone into very
thereughly by the Federal Trade Commissien when the con-
tentions of voth the publishers and manufacturers will |
undeubtadly be put forward with all the force in their control.
The Federal Trade Commisaion will have to f'ix s price by the
1st of April, 1918, but ae there is a prorvieion for appeal,
and the appeal zay net be disposed of until first of May,
1918, I deemed it more advissble that instead of making order
operative to the first of April, 1918, that I should make it
onerative to lst ¥ay, 1918. 1In the meantime I am proceeding
to heav all ovidence that may be brqught before me, and
possibly .thu emme evidence that will he brought befofe the
Federal Trade Oormission will te availlable to me.

In concluding this my Interim Report I desire te
acknowledge the splendid work done by Ur, Clarkeon, and also
the valuatle assistancc given to me by Counsel repfesenting,
the different interests in this matter.

A1l of which 1s respectfully submitted,

Sgd. R. A, PRINGLE,

Commissioner.




