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EASTMAN KODAK COMPANY ET AL.

COMPLAINT, FINDINGS, AND ORDER IN TIIE MATTER OF TIHFE ALLEGFD
VIOLATION OF SECTION 5 OF AN ACT OF CONGRESS APPROVED SEPTEMBER
28, 1914,

Docket 977—April 18, 1924,

SYLLABUS.

Where a corporation engaged in the manufacture and sale of positive raw
film stock and making over 80 per cent of such stock manufactured in the
United States, with the cooperation and assistance of an individual long
intimately assoclated with it in malntaining in various ways its monopoly,
in the manufacture, and their monopoly, in the sale, thercof, on the one
hand; and manufacturers of positive prints from motion picture negatives
and, as such, users of raw film stock as their raw material, and acting
through thelr association and in response to the threat directed against
them in the publicly announced acquisition by sald corporation of three
laboratories equipped to compete with them and with a combined capac-
ity equal to the market demand, on the other hand; In pursuance of a
plan to substantially lessen competition in the sale of positive film stock
and to maintain and extend sald monopoly, entered into, and carried out,
an agreement whereby said manufacturers bound themselves thereafter
to conflne thelr purchases of positive raw fllm stock to the American made
product in consideration of sald corporation’s refraining from operating
its aforesald laboratories, and to secure as members of their association
and similarly bound, as many other manufacturers as possible; with the re-
sult that sales of imported fllms, therctofore amounting to many millions of
feet a year, were entirely eliminated, competition in the manufacture and
sale of positive film stock was practically eliminated, and the monopoly of
said corporation was maintained and extended:

ITeld, That such practices, substantially as described, constituted unfair
methods of competition.

Mr. W. A. Sweet for the Commission.

ITudbell, Taylor, Goodwin & Moser of Rochester, N. Y., for East-
man Kodak Co. and George Eastman.

Konta, Hirchwey & Michael of New York City, for Jules
Brulatour.

San Ittelson & Van Voorhis of New York City, for Allied Lab-

oratories Association and respondent members.

COMPLAINT.

Acting in the public interest pursuant to the provisions of an Act
of Congress, approved September 26, 1914, entitled “An Act To
create a FFederal Trade Commission, to define its powers and duties,
and for other purposes,” the Federal Trade Commission charges
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that the Eastman Kodak Company, Allied Laboratories Association,
Inc,, The Burton Holmes Lectures, Inc., The Craftsmen Film
Laboratory, Inc., Kineto Company of America, Inc.,, Erbograph
Company, Cromlow Film Laboratories, Inc., Palisades Film Labo-
ratories, Inc., Claremont Film Laboratory, Inc., Film Developing
Corporation, Evans Film Manufacturing Company, Inc., Republic
Laboratories, Inc., Lyman H. Howe Film Company, Rex Labora-
tory, Inc., Tremont Film Laboratories, Inc, Mark Dintenfass,
George Eastman and Jules E. Brulatour, hereinafter referred to as
Tespondents, have been and are using unfair methods of competition
In interstate commerce in violation of the provisions of Section 5
of said Act, and states its charges in that respect as follows:

Paracraru 1. Respondent, Eastman Kodak Company, (herein-
flfter referred to as Eastman Company), is a corporation organized
In 1892, under and by virtue of the laws of the State of New York,
and having its principal office and factories located in the City of
Rochester, State of New York. It is now and at all times herein-
after mentioned has been engaged in the manufacture of cinemato-
graph film, and in the sale thereof to various corporations, firms
and individuals; in the course and conduct of such business, it ships
and transports such cinematograph film, by means of common car-
riers, from its factories in said City of Rochester, New York, to the
Purchasers thereof, through and into the different states of the
United States and to foreign countries, in direct competition with
other corporations, firms and individuals similarly engagede Re-
Spondent, George Eastman, is now and ever since the Eastman Co.’s
Organization, has been the president of said corporation, and the
dominant and controlling influence therein,

Par. 2. Respondent, Jules E. Brulatour, is a resident of the City
of New York, State of New York, where he is now and has bcen dur-
Ing the times hereinafter mentioned, engaged in the business of pur-
chasing cinematograph film from the Eastman Co., and selling the
Same to various corporations, firms and individuals. In the sale of
Such cinematograph film, he ships and transports large quantities
to the purchasers thereof from his warehouse in Long Island City,

tate of New York, and causes the Eastman Co. to ship and trans-
bort from its factories in the City of Rochester, State of New

ork, large quantities of such film to his said customers, through

nd into the different states of the United States, in competition
With other’ corporations, firms and individuals similarly engaged.

AR, 3. The cinematograph film, manufactured by the Eastman

O and sold by it and respondent, Jules E. Brulatour, is of two

nds, known in the trade as “negative stock” and “positive
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stock.” The negative stock is that used by producers of motion
pictures, in the making or photographing of a picture, to effect an
original negative or master stencil; the positive stock is that used
to make prints from a negative, which prints, when run through a
cinematograph machine, project on a screen what is commonly
kmown as a motion picture. The one characteristic difference as
between a negative and a positive print is that in the former the
blacks and whites are transposed, whereas in the latter they appear
in the natural state. Any number of prints can be made from a sin-
gle negative, the same as any number of ordinary photographs can
be printed by a photographer from a single photographic negative.

These prints, made from the original negative of a motion pic-
ture, are known in the trade as “ prints,” or “ motion picture films,”
and are the films distributed to exhibitors for their use in showing
a motion picture to the public.

Par. 4. Respondent, Allied Laboratories Association, Inc., (here-
inafter referred to as the Association), is a nontrading corporation,
duly organized under and by virtue of the membership corporation
laws of the State of New York in August, 1921, and having as its
announced object the advancement of the interest of its members.
Executive oflices are maintained in the City of New York, State of
New York. Membership in said Association’ is limited to persons,
firms, or corporations engaged in the business of manufacturing
and selling prints of motion pictures (as described above in para-
graplr 3). Since its organization the Association has embraced in
its membership the following:

The Burton Holmes Lectures, Inc., an Illinois corporation, with
its principal oflice and place of business in the City of Chicago, State
of Illinois;

The Craftsmen Film Laboratory, Inc., a New York corporation,
with its principal office and place of busmess in the City of New
York, State of New York;

Kmeto Company of Amerlca, Inc., a New York corporation, with
its principal office and place of business in the City of New York,
State of New York;

Cromlow Film Laboratories, Inc., a New York corporation, with
its principal office and place of business in the City of New York,
State of New York;

Palisades Film Laboratories, Inc., a New Jersey corporation, with
its principal office and place of business in Palisades, State of New
Jersey;
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Claremont Film Laboratory, Inc., a New York corporation, with
its principal office and place of business in the City of New York,
State of New York; .

Film Developing Corporation, a New York corporation, with its
principal office and place of business in the City of New York, State
of New York; .

Evans Film Manufacturing Company, Inc., a New York Corpora-
tion, with its principal office and place of business in the City of
New York, State of New York;

Republic Laboratories, Inc., a New York corporation, with its
principal office and place of business in the City of New York, State
of New York;

. Lyman H. Howe Film Company, & Pennsylvania corporation, with
its principal office and place of business in the City of Wilkes-Barre,
-State of Pensylvania;

Rex Laboratory, Inc., a New Jersey corporation, with its principal
office and place of business in Cliffside, State of New Jersey;

_ Tremont Film Laboratories, Inc., a New York corporation, with
1ts principal office and place of business in the City of New York,
State of New York;

Mark Dintenfass, an individual, doing business under the name
and style of National Film Laboratories, with his principal office and
Place of husiness at Hudson Heights, State of New Jersey.

These concerns were charter members of said organization. On or
about November 1921, the Erbograph Company, a New York cor-
Poration, with its principal office and place of business in the City
of New York, State of New York, joined such Association and has
Since that date been and is now a member. (For the sake of brevity
all of the members of the Association are hereinafter referred to as
embers),

All of said members maintain and operate manufacturing labora-
tories at or adjacent to their various places of business, as above set
f(?rth, in which they manufacture positive prints from motion
Plcture negatives for various corporations, firms and individuals,
and in the regular course and conduct of their respective businesses,

ve been during the times hereinafter specified, and now are en-
gaged in manufacturing and selling, and in the shipping of such
Prints to the purchasers thereof, located in various States of the
~Tited States, causing such prints to be transported from the states
In W.hich such members’ factories and oflices are situated, through
and into other States of the United States.

Pir. 5. The Eastman Co. is the largest manufacturer of cinemato-
graph film in the world, and up to and until on or about March,

88231°—26—voL 7—29
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1920, manufactured and sold approximately 5)4% of all the cinema-
tograph film used in the United States, and manufactured and sold
approximately 96% of all the cinematograph film produced in the
United States. DBetween on or about March, 1920 and September
12, 1921, due to competition by American importers of cinemato-
graph film manufactured in foreign countries, the sales of cinemato-
graph film by the Eastman Co. decreased to approximately 81% of
the total sales of such film in the United States. Respondent, Jules
E. Brulatour, up to in or about March 1920, purchased and resold
in tlre United States approximately 81% of all the cinematograph
film sold by the Eastman Co. in the United States, and between in
or about March, 1920, and September 12, 1921, said Jules E. Brula-
tour purchased and resold approximately 70% of all the cinemato-
graph film sold by the Eastman Co. in the United States.

Par. 6. Respondents, Eastman Co. and George Eastman conspired
and confederated together and with respondent Jules E. Brulatour,
to unduly hinder and restrain competition in the manufacture of
cinematograph film and in the sale thereof in interstate and foreign
commerce and to control, dominate, monopolize or attempt to mo-
nopolize the manufacture and sale of such film throughout the
United States. Thereafter the Association, together with each and
all of its constituent members, joined such conspiracy and aided,
abetted and assisted the Eastman Co., respondent George Eastman,
and respondent Jules E. Brulatour in consummating their purpose.
All of said respondents further conspired and confederated together,
and with one another, to unduly hinder, restrain and eliminate com-
petition in the manufacture and sale of prints of motion picture
films in interstate commerce, to fix and regulate prices to be charged
for the same, and to control, dominate and monopolize, or attempt
to monopolize, the business of manufacturing and selling prints of
motion picture films throughout the United States.

Par. 7. In pursuance of the conspiracy charged in paragraph 6
hereof, and as & part thereof, respondents, Eastman Co. and George
Eastman caused respondent, Jules E. Brulatour, during the latter
part of the year 1919, to construct or have constructed at Long Is-
land City, State of New York, a manufacturing laboratory, known
as the G. M. Laboratories, equipped for manufacturing positive
prints from motion picture negatives and at about the same time or
shortly thereafter, caused respondent, Jules E. Brulatour to con-
struct or have constructed a second manufacturing laboratory
equipped for the manufacture of prints from motion pictures at
Fort Lee, State of New Jersey, known as the Sen-Jacq Laboratories.
Respondent, Jules E. Brulatour, was then, and had been for some-
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time prior thereto, the principal stockholder in Paragon, Inc., a man-
ufacturer of prints of motion pictures located at Fort Lee, State of
New Jersey, which concern was controlled by the respondents, East-
man Co., George Eastman and said Brulatour. Said respondents
caused the three manufacturing laboratories just above named, to
be operated by respondent, Jules E. Brulatour as separate and dis-
tinct business enterprises, without disclosing the true ownership
thereof, or the fact that they were owned and/or controlled
by respondent, Eastman Co. and respondent, George Eastman. And
said respondent, pursuant to the conspiracy above charged, and as a
part thereof, caused said Brulatour in the conduct of the business of
these three manufacturing laboratories to offer to supply and said
Brulatour did supply to various producers of motion pictures, posi-
tive prints at prices far below those at which competitive manufac-
turing laboratories could supply such prints.

In further pursuance of the conspiracy, as charged in paragraph
6 hereof, and as a part thereof, respondents, Eastman Co. and George
Eastman caused respondent Jules E. Brulatour, in supplying com-
peting manufacturing laboratories with cinematograph film, to de-
lay deliveries of same and in some instances to temporarily shut off
their source of supply. They further caused said Brulatour to dis-
criminate as between those manufacturing laboratories, who confined
their purchases of cinematograph film to that manufactured by the
Eastman Co., and those manufacturing laboratories, who purchased
and used some film of other manufacture, by extending to the former
unusual and long terms of credit, which were denied to thelatter—
all this for the purpose of coercing the various manufacturing labora-
tories not controlled and/or operated by respondents, Eastman Co.,
George Fastman and Jules E. Brulatour into confining their pur-
CChases of cinematograph film to that manufactured by the Eastman

o.

Par. 8. In further pursuance of said conspiracy, charged in para-
graph 6 hercof, and as a part thereof, on or about August 24, 1921,
the. Eastman Co. and George Eastman caused to be transferred and
assigned to respondent, Eastman Co., the lagal title and ownership
of the (, M. Laboratories, Sen-J acq Laboratories and Paragon

saboratories, above described in paragraph 7, and the Eastman
_CO- immediately thereafter publicly announced to the trade that
1t had purchased said manufacturing laboratories and that it in-
tended to operate the same,—this for the further purpose of coercing
and intimidating competing manufacturing laboratories and induc-
INg them to refrain from making further purchases of cinemato-
€raph film manufactured by others than the Eastman Co,
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Par. 9. To further carry out and consummate the object of the
conspiracy charged in paragraph 6 hereof, and as a part thereof,
respondents, Eastman Co., George Eastman and Jules E. Brula-
tour, through the threat of operation by the Eastman Co. of the
three manufacturing laboratories, named above in paragraphs 7
and 8, induced and coerced the respondent Association, together
with each and all of its members, to join said conspiracy, and on or
about September 12, 1921, an agreement was consummated by and
between respondents, Eastman Co. and George Eastman and the
respondent Association, and its members, whereby the Eastman Co.
agreed to close its three manufacturing laboratories and to refrain
from further operation of same in competition with the members of
the Association, in consideration of which the Association members
agreed to thereafter confine their purchases of cinematograph film
to film manufactured in the United States, and to refuse to pur-
chase any cinematograph film from American importers of foreign
manufactured film; it being understood that the Eastman Co. would
keep its said manufacturing laboratories in working order and that
the Eastman Co. would reopen and operate the same in competition
with the Association members, should they or any of them again
purchase or use in their plants cinematograph film imported from
foreign countries.

Par. 10. In the carrying out of the agrecment set forth above
in paragraph 9 and in order to accomplish the purposes therein
contemplated, respondent Association and the various members
thereof, have since on or about September 12, 1921, confined all their
purchases of cinematograph film to film manufactured by the East-
man Co., and have exploited the fact that no other film is used in
their said manufacturing laboratories; various members of said
Association have falsely announced to other manufacturing labora-
tories, and to the trade from time to time, that cinematograph film
produced by manufacturers other than the Eastman Co. cannot be
used to good advantage; and said Association and its members have
consistently sought to induce and coerce outside manufacturing lab-
oratories to become members thereof, and have attempted to induce
and cocrce such other manufacturing laboratories to agree to pur-
chase cinematograph film from the Eastman Co., and to refuse to
purchase cinematograph film manufactured by others.

Par. 11, As a result of the carrying out of the said conspiracy,
combination and agreement by and between respondents herein, the
Eastman Co. has acquired and now enjoys a virtual monopoly in
the manufacture and sale of cinematograph film in the United States,
to the injury of other American manufacturers of such film, and to

\
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the injury of American importers of foreign made film. As a fur-
ther result thereof, competition in the manufacture and sale of prints
of motion picture film, has been hindered and in some instances,
eliminated, and through the combination of the members of the As-
sociation by and with the Eastman Co. and respondents, George
Eastman and Jules E. Brulatour, the prices at which positive prints
are sold to producers of motion pictures throughout the United
States, have been fixed and standardized.

Par. 12. The aforesaid acts and practices of said respondents con-
sidered together have a dangerous tendency unduly to hindes free
competition in commerce in cinematograph films and prints of mo-
tion picture films, and to fix, regulate and control the price thereof,
and are otherwise to the prejudice of the public and the respective
competitors of said respondents, and constitute unfair methods of
competition within the intent and meaning of Section 5 of an Act of
Congress entitled “An Act To create a Federal Trade Commission,
to define its powers and duties, and for other purposes,” approved
September 26, 1914.

REPORT, FINDINGS AS TO THE FACTS, AND ORDER.

Pursuant to the provisions of an Act of Congress approved Sep-
tember 26, 1914, the Federal Trade Commission issued and served a
complaint upon the respondents above named, charging them with
the use of unfair methods of competition in commerce, in violation
of the provisions of said Act.

The respondents, having entered their several appearances and
filed their several answers herein, and having made, executed and
filed an agreed statement of facts in this proceceding (the Republic
Laboratories, Inc., filed no answer but signed an agreed statement
of facts) in which it is stipulated and agreed by and between re-
Spondents and counsel for the Commission that the Federal Trade
Commission may take such agreed statement of facts as the facts
In this proceeding before the Commission and in lieu of testimony

cfore the Commission in support of the charges stated in the com-
Plaint or in oppesition thereto, and that said Commission may pro-
ceed further upon said complaint to make its report in said proceed-
Ings, stating its findings as to the facts and conclusions and entering
s order thereon, and the Federal Trade Commission being now
fully advised in the premises, makes this its report, stating its find-
Ings as to the facts and conclusions:



442 FEDERAL TRADE COMMISSION DECISIONS.
Findings. TF.T.C

FINDINGS A8 TO THE FACTS.

Paracrara 1. Respondent, Eastman Kodak Company, is a cor-
poration organized in 1892, under and by virtue of the laws of the
State of New York, having its principal office and factories located
in the City of Rochester, State of New York. It is now, and at
all times hereinafter mentioned has been, engaged in the manu-
facture of photographic supplies, including cinematograph film,
and in the sale thereof to various corporations, firms and individuals;
in the course and conduct of such business it ships and transports
such cinematograph film by means of common carriers from its
factories in said City of Rochester, State of New York, to the
purchasers thereof through and into the different States of the
United States and to foreign countries, in direct competition with
other corporations, firms and individuals engaged in a similar
business. Respondent George Iastman was treasurer of the East-
man Kodak Company from the date of its organization to the
vear 1920, and has been since 1920 and is now the president of said
company. At all times since the organization of the company
said George Eastman has been the dominant and controling influ-
ence thereof.

Par. 2. Respondent Jules E. Brulatour is a resident of the City
of New York, State of New York, where he is now, and has been
during the times hereinafter mentioned, engaged in the business
of purchasing cinematograph film from the Eastman Kodak Com-
pany selling the same to various corporations, firms and indi-
viduals. In the sale of such cinematograph film, he ships and
transports large quantities to the purchasers thereof from his ware-
house in Long Island City, State of New York, and causes the
Eastman Kodak Company to ship and transport from its factories
in the City of Rochester, State of New York, large quantities of
such film to his said customers through and into the different
States of the United States, in competition with other corporations,
firms and individuals engaged in a similar business.

Par. 3. The cinematograph film manufactured by the Eastman
Kodak Company, and sold by it and by respondent Jules E. Brula-
tour isof two kinds,known in the trade as“negative” stock and “posi-
tive” stock. The negative stock is that used by producers of motion
pictures in the making or photographing of a picture to effect an
original negative or master stencil; the positive stock is that used
to makes prints from a negative, which prints, when run through
a cinematograph machine, project on a screen what is commonly
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known as a motion picture. The one characteristic difference as
between a negative and a positive print is, that in the former the
blacks and whites are transposed, whereas, in the latter, they
appear in the natural state. Any number of positive prints can be
made from a single negative, the same as any number of ordinary
Photographs can be printed by a photographer from a single photo-
graphic negative. These prints made from the orginal negative
of a motion picture are known in the trade as “ Prints,” or “ Motion
Picture films,” and are the films distributed to exhibitors for their
Use in showing a motion picture to the public. The positive film
1S used in very much larger quantities than the negative film.

Par. 4. Respondent Allied Film Laboratories Association, Inc.,
(hereinafter referred to as the Association) is a nontrading corpora-
tion, duly organized under and by virtue of the membership corpo-
ration laws of the State of New York, in August, 1921, and having
a8 its announced object the advancement of the interests of its
Members. Executive offices are maintained in the City of New
'York, State of New York. Membership in said Association is lim-
lted to persons, firms or corporations engaged in any business which
Is iz any way allied to or associated with the manufacture, prepara-
tion, sale or distribution of motion pictures or supplies used in con-
Dection therewith (as described abeve in paragraph 3). Since its
Organization the Association has embraced in its membership the
following :

'_The Burton Holmes Lectures, Inc., an Illinois corporation, with its
Principal office and place of business in the City of Chicago, State
of llinois;

The Craftsmen Film Laboratory, Inc., a New York corporation,
With its principal office and place of business in the City of New
York, State of New York;

. Kineto Company of America, Inc., 2 New York corporation, with
1ts principal office and place of business in the City of New York,
State of New York;
_ Cromlow Film Laboratories, Inc., a New York corporation, with
Its principal office and place of business in the City of New York,
State of New York;

_Palisades Film Laboratories, Inc.,, a New Jersey corporation,
With its principal office and place of business in Palisades, State of

ew Jersey;

. Claremont Film Laboratory, Inc., a New York corporation, with
its Principal oflice and place of business in the City of New York,
State of New York:
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Film Developing Corporation, a New York corporation, with its
principal office and place of business in the City of New York,
State of New York;

Evans Film Manufacturing Company, Inc!, a New York cor-
poration, with its principal office and place of business in the City
of New York, State of New York;

Republic Laboratories, Inc.,, a New York corporation, with its
principal office and place of business in the City of New York, State
of New York;

Lyman H. Howe Film Company, a Pennsylvania corporation,
with its principal office and place of business in the City of Wilkes-
Barre, State of Pennsylvania;

Rex Laboratory, Inc., a New Jersey corporation, with its principal
office and place of business in Cliffside, State of New Jersey;

Tremont Film Laboratories, Inc., a New York corporation, with
its principal office and place of business in the City of New York,
State of New York;

Mark Dintenfass, an individual, doing business under the name and
style of National Film Laboratories, with his principal office and
place of business at Hudson Heights, State of New Jersey;

On or about November, 1921, the Erbograph Company, a New
York corporation, with its prineipal office and place of business in
the city of New York, State of New York, joined such Association,
and has since that date been, and is now, a member.

(For the sake of brevity all of the members of said Association are
hereinafter referred to as members.)

Par. 5. All of said members maintain and operate manufacturing
laboratories at or adjacent to their various places of business as
above set forth, in which they manufacture positive prints from
motion picture negatives for various corporations, firms and indi-
viduals, and in the regular course and conduct of their respective
businesses, have been during the time hereinafter specified, and are
now, engaged in manufacturing and selling and in the shipping of
such prints to the purchasers thereof located in various States of the
United States, causing such prints to be transported from the
States in which such members’ factories and offices are situated,
through and into other States of the United States.

Par. 6. The Eastman Kodak Company originated the manufac-
ture commercially of cinematograph film, in the year 1895. Prior to
that time no cinematograph film was manufactured commercially in
the United States, or anywhere else. The Eastman Kodak Com-
pany is, arrd always has been, the largest manufacturer of cinemato-
graph film in the world. From 1915 to 1919 it manufactured and
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sold about 99 per cent of the positive cinematograph film consumed
in the United States. From 1919 until about March, 1920, it manu-
factured and sold approximately 94 per cent of all the positive cine-
matograph film used in the United States, and manufactured and
sold approximately 96 per cent of all the positive cinematograph film
produced in the United States. Between about March, 1920, and Sep-
tember, 1921, dueto competition by importers of cinematograph film
manufactured in foreign countries and by small manufacturers in the
United States, the sales of positive cinematograph film by the East-
man Kodak Company decreased to approximately 81 per cent of the
total of such film consumed in the United States, although it sold
approximately 96 per cent of the total sales of American manufac-
tured film. In 1920 the average monthly sales in the United States
of positive cinematograph film by the Eastman Kodak Company was
58,000,000 feet.

Par. 7. In or about the year 1909, the manufacture of cinemato-
graph film was begun by competitors of the Eastman Kodak Com-
pany in Europe, and since that time small quantities of positive film
have been manufactured by competitors of the Eastman Kodak Com-
Pany in the United States. Irom about 1909 to 1911 the Lumiere
Company of Lyons, France, sold substantial quantities of positive
cinematograph film in the United States.

Par. 8, Between 1917 and 1921 there were only four other Ameri-
can concerns manufacturing positive cinematograph film. The Eagle
Rock Company commenced manufacturing in 1917 and ceased doing
business in 1920. The Bay State Film Company commenced doing
business in 1919 and is still engaged therein. Powers Film Products,
Inc., commenced selling in 1919 and discontinued in the early part
of 1921, and has recently resumed manufacture and sale. The Ansco
Company commenced selling in 1921 and is still engaged in that line
of business, Of the foreign competitors, the Pathe-Cinema Com-
Pany of France has been selling its film to the Pathe Company of
America for a number of years. In January, 1921, it appointed a
Sales representative in this country, who has been selling Pathe film
to producers and film laboratories. 'The Gevaert Company of Amer-
ica began selling Belgian-made film in the United States in April,
1920, and the Agfa Company began selling German-made film in the
United States in J anuary, 1921.

Par. 9. On or about February 15, 1911, and for some time prior
thereto, the respondent, Jules E. Brulatour, was the agent in the
United States of the Lumiere Company of Lyons, France, above re-
ferred to, which was a manufacturer of positive cinematograph film
2nd then the only competitor of the Eastman Kodak Company in



446 FEDERAL TRADE COMMISSION DECISIONS,

Tindings. TF.T.C.

the sale of such film in the United States. Immediately prior to
February 15, 1911, he took assignments of contracts between the
Lumiere Company and certain users of positive film to whom he had
been supplying Lumiere film, which contracts provide for the ex-
clusive sale to them of positive film capable of use in manufacturing
prints of motion pictures without specifying film made by any par-
ticular manufacturer, aggregating approximately 770,000 running
feet of positive film per week or about 40,000,000 feet per year. The
dates of these contracts range from December 28, 1910, to February
15, 1911. He represented the facts concerning these contracts and
the assignments thereof to the Eastman Kodak Company and on Feb-
ruary 15, 1911, the Eastman Kodak Company entered into a contract
with him whereby it agreed “to fill all orders for positive and nega-
tive . . . film of its manufacture . . . received by it from”
said Brulatour. After the signing of this contract the sales of film
by the Eastman Kodak Company increased 40,000,000 feet per year.
This contract has been continued up to the present time, with a few
unimportant variations, and under its terms Mr. Brulatour has sold
approximately 81 per cent of all the film sold by the Eastman Kodak
Company in the United States.

From February 15, 1911, the date of Brulatour’s contract with the
Eastman Kodak Company, the relationship between Mr. Brulatour
and the Eastman Kodak Company has been very intimate. The
Eastman Kodak Company fixed the prices st which its film should
be sold by Mr. Brulatour and Mr. Brulatour observed said prices in
selling such film. Mr. Brulatour advised the Eastman Kodak Com-
pany of almost every transaction contemplated by him and of prac-
tically every act in relation to the various enterprises conducted by
him which related to the sale or use of cinematograph film.

Mr. Brulatour informed the Eastman Kodak Company of his ap-
pearance before a legislative committce and of the answers to the
questions put to him concerning his relations with the Eastman
Kodak Company and of his refusal to answer certain questions. Ile
consulted the Eastman Kodak Company in the matter of sccuring
a suitable building in which to carry on the business of selling film
manufactured by the Eastman Kodak Company in New York City
and also concerning the selection of a permanent manager to be
placed in charge of the business at Universal City, California. On
December 29, 1919, the Eastman Kodak Company summoned Mr.
Brulatour to Rochester to attend a conference of the Eastman Kodak
Company’s executives to consider the cinematograph film business,
both domestic and foreign. In January, 1920, upon instructions of
the Eastman IKXodak Company Mr. Brulatour made a trip to Europe
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for the purpose of gathering all the facts regarding cinematograph
film and “ particularly regarding German competition.”

With full knowledge and consent of the Eastman Kodak Company
Mr. Brulatour became financially interested in enterprises engaged
in the business of manufacturing positive prints of motion picture
films. He was a large stockholder in the Paragon Films, Inc., which
owned the Paragon Laboratory, for the manufacture of positive prints
of motion picture films and the Paragon Studio at Fort Lee, N. J.
As early as December, 1914, Mr. Brulatour informed the Eastman
Kodak Company concerning this enterprise and his interest therein,
On July 26, 1918, Mr. Brulatour informed the Eastman Kodak Com-
pany that he was a large stockholder in Paragon Films; that the
“Famous Players” operated the said studio under a lease and that
said laboratory did most of their work as well as the “ World Films”
printing. Complaints were made direct to the Eastman Kodak
Company concerning Mr. Brulatour’s methods of operating this
laboratory. On July 24, 1918, the Kalem Company complained that
its largest and most unfair competitor in motion picture laboratory
work was the Eastman Kodak Company’s representative Mr. Brula-
tour. On October 18, 1918, Mr. Brulatour informed the Eastman
Kodak Company that in order to avoid any further complications
and to carry out its wishes he had made arrangements with Mr. Wil-
Ham A, Brady, who was also interested in the Paragon company, to
have Brady take over Brulatour’s stockholdings in that company
and that he was no longer a stockholder in any concern doing print-
ing for the motion picture trade. On June 4, 1921, Mr. Brulatour
was the owner of record of 1,91244 shares of the capital stock of the
Film Holding Company, which owned the Paragon Laboratory and
Studio. The statement that he was not a stockholder in any con-
cern doing printing for the motion picture trade was intended to
mislead those who had complained to Eastman Kodak Company con-
cerning the relation of Brulatour to the production of positive cine-
‘I‘Datograph prints. Mr, Brulatour became and now is a director of

Famous Players Lasky Corporation® and other like enterprises.
He became and now is financially interested in the business of some
of his customers who were and are users of positive film manufac-
tured by the Eastman Kodak Company in order to have something
to say about their affairs.

Mr. Brulatour in the interest of the Eastman Kodak Company
attempted to prevent the financing of the Bay State I'ilm Company,
3 potential competitor of the Eastman Kodak Company in the
. Manufacture of positive film, by Sutton, Porter & Company, bank-
€rs. He attempted to influence Ladenberg Thalman & Company,
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bankers, not to finance the erection of a plant for the manufacture
of motion picture film contemplated by one Mr. Barzykowski. Mr.
Brulatour in the interest of the Eastman Kodak Company obtained
control of the use of special machines for developing and manufac-
turing prints of motion picture films built by one George Maurice,
and in the year 1920 with the knowledge and consent of the Kast-
man Kodak Company caused the G. M. Laboratory to be constructed
and installed therein the machines built by said Maurice. Mr. Bru-
latour also obtained control of the use of special machines for de-
veloping and manufacturing prints of motion picture films built by
one Sentou, and in the year 1920 with the knowledge and consent
of the Fastman Kodak Company began the construction of the Sen
Jacq Laboratory and the installation therein of the machines built
by said Sentou. Both of these laboratories were situated at Long
Island City, New York, and were built for the purpose of manu-
facturing prints of motion picture films,

Par. 10. In 1920 and 1921 the importation of foreign-made film
greatly increased and was the cause of considerable worry and con-
cern on the part of Mr. Brulatour and the Eastman Kodak Com-
pany. A very large part of this foreign-manufactured film was
used and consumed by the respondents herein who afterwards be-
came members of the respondent association. The total importation
of cinematograph film, sensitized but unexposed, into the United
States in 1919 was 13,348,828 feet; in 1920, 99,828,522 fecet; and in
1921, 182,029,398 feet.

Par. 11. In May, 1921, the Eastman Kodak Company and Mr.
Brulatour formulated a plan to have the Fastman Kodak Company
openly acquire legal title to the Paragon Laboratory, the G. M.
Laboratory, and the Sen Jacq Laboratory, and publicly announce
to the trade that the Ilastman Kodak Company had so acquired such
laboratories and intended to operate the same, for the purpose of
restraining competition in the use of positive raw film not manu-
factured by Eastman Kodak Company, On or about August 24,
1921, in carrying out the aforesaid plan, the Eastman Kodak Com-
pany with the cooperation of Mr. Brulatour, acquired at cost the
legal title as of the date of June 4, 1921, to the Paragon Laboratory
situated at Fort Lee, New Jersey, and the G. M. Laboratory, and
the Sen Jacq Laboratory, both situated at Long Island City, New
York, and on August 25, 1921, published in Wid’s Daily, a trade
paper, the following announcement :

The entire motlon picture trade will be Interested in the statement which
follows, because it means a real service to the producer and through the

produccr to the public. The Eastman Kodak Company has not merely pur-
chagsed well equipped laboratorles, These laboratorfes will be backed by &
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bhotographic experience of more than forty years and a technical staff that Is
Unequalled in the photographic world, It means economy in operation—but it
means even more than that., Obviously the future development of the motion
Plcture industry depends upon good plctures not merely from the producer’s
Standpoint but likewise from the technical standpoint. Every resource of
the Fastman Kodak Company will be employed, therefore, in the production
of perfect prints—prints that are worthy of the superior raw stock upon
Which they are made., The linking up of the manufacturer of the film itself
and the actual reproduction of the prints, cannot fail to result in higher
technical standards that are bound to benefit the entire industry.

Over a year ago the Eastman Kodak Company in answer to certaln in-
Quiries, sent out the following letter:

RocmesteR, N. Y., July 9, 1920.

Referring to a recently published statement in one of the motion picture
trade papers to the effect that the Eastman Kodak Company will within six
months have suflicient laboratory facilitles to print practically the entire
mount of raw film turned out by this company, we desire to state we have
ho direct or indirect outside laboratory Interests and no such actlon is at
bPresent under consideration, Any departure from our existing policy could
arise only from a contingency, at present unseen, which would make such a
Etep necessary to protect our raw film interests.

Yours very truly, EastMAN KobaAk COMPANY.

In pursuance of the policy above foreshadowed, the Eastman Kodak Company
has decided that the tlme has now arrived when in order to protect 1ts own
Interests it i3 necessary that it should go into the printing and developing of
Motlon picture films for the trade generally. The result of its declsion will be
for the general good of the motlon picture industry because of the following
Tacts,

The Kodak Company proposes to glve this new undertaking the advantages
of its great technical facilities, Including its research laboratory, to the end
that this part of the business will be brought up to the same high standard of
Uniformity and excellence as its manufacture of raw film, It is the purpose
of the Kodak Company to give the trade all the important savings which will
be effected by the close connection of the manufacture of the raw film with its
linishing, The rapldly increasing Importation of foreign film and the necessity
ot doing everything possible to protect the American industry by instituting
€very economy possible, render this action at this time imperative.

In view of the foregoing the Eastman Kodak Company has purchased the Q.
M, Sen Jacq and Paragon Laboratories, and will continue the operation of
the G. M. ana Paragon Laboratorles and will put the Sen Jaeq Laboratory into
Operation as qulckly as possible.

By this action, the Eastman Kodak Company proposed to glive to the motion
Dicture industry the benefit of its superior facilities and technlecal skill and all
hie economies to be obtalned by uniting two heretofore separate businesses,
Obe the manufacturing, the other, the printing, developing and finishing of
Motion picture film.

_Ill carrying out this business it should be distinctly understood that the
lagdak Company does not intend to confine the use of its raw film to its own
sou(:-?;tories' but will continue, as heretofore, to fill all demands from whatever

EastMaN KooAx COMPANY.
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These three laboratories have a combined capacity for manufac-
turing prints of motion picture films greater than the combined
capacity of all the other laboratories engaged in a similar business
east of Chicago. Supplying these laboratories with its own positive
raw film at prices which it could make advantageous, the Eastman
Kodak Company was in a position to dominate the production of
positive prints from cinematograph negatives.

Par. 12. For some time prior to 1921, the respondents who after-
ward became members of the Association had been disturbed by
Jules E. Brulatour’s connection with the Paragon Laboratory, G. M.
Laboratory and the Sen Jacq Laboratory in view of his aforesaid
contracts and close and intimate relationship with the Eastman
Kodak Company and repeatedly complained to the Eastman Kodak
Company concerning the acts of said Brulatour in connection with
the operation of the said laboratories, the discrimination in the
matter of deliveries of positive cinematograph film manufactured
by the Eastman Company in favor of said laboratories and the delay
in deliveries of such film to the said respondents who afterward
became members of said Association. In May, 1921, a committee
representing the said members called upon respondent George East-
man in Rochester, New York, and asked him if he or the Eastman
Kodak Company were engaged in the business of making prints of
motion picture films, or intended to engage therein, either directly
or indirectly and reccived the reply that the Lastman I{odak Com-
pany had no interest in any laboratory, and had no intention of
becoming interested unless it should become necessary to protect
their raw film industry. The Eastman Klodak Company was at this
timo indirectly interested through Jules E. Brulatour in the Para-
gon, G. M. and Sen Jacq Laboratorics and this statement was in-
tended to coerce members of the Association and other consumers
of positive raw film into the use of Fastman Kodak Company’s film
exclusively. The members of the Association conducted a vigorous
campaign of publicity in the trade journals and by personal solicita-
tion in an effort to retain the business enjoyed by them in the manu-
facture of prints of motion picture films, anticipating the commer-
cial operation of these three laboratories by Eastman Kodak Com-

any.
Par. 13. After the publication on August 25 by the Eastman
Kodak Company of the announcement of its acquisition and inten-
tion to operate the G. M., the Sen Jacq and the Paragon Labora-
tories, numerous conferences were held between representatives of
the Eastman Kodak Company and a committee representing the re-
spondent members of the Allied Film Laboratories Association in
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the endeavor to preserve the competitive status of the members of
the Association,

Par, 14. On September 9, 1921, as the result of a proposition
made to them by one of the large manufacturers of American raw
film, which term referred to the Eastman Kodak Company, the re-
spondent members of the Association entered into an agreement
among themselves to use in their laboratories “American made raw
film stock exclusively,” and further agreed to an inspection of their
books and laboratories in the interest of such manufacturer for the
purpose of ascertaining if there had been any violation of such
agreement. This agreement was as follows:

At a special meeting of the Allied Association held on September 9, 1921,
Attorney Arthur 8. Friend read the proposed agrecment to be signed by the
members of the Association to use American made raw fillm stock in the lab-
oratories of the members exclusively. On motion of Mr. Dintenfass, seconded
by Mr. Hedwick, the President and Secretary were authorized to sign this
Agreement for the Association and the Seeretary was instructed to attach to
the minutes a copy of said agreement after all the members had attached the
signature of that corporation.

Essential portions of agreement above referred to are as follows:

WiEREAS, it has been proposed to the members of sald Allied Film Labora-
tories Association by one of the large manufacturers of American raw film
that sald manufacturer would in the future, as In the past, furnish a continu-
ous and uninterrupted supply of raw film stock to all members of the Allled
Film Laboratorles Assoclatlon at prices as low as it supplies same to any
branch of the industry in the United States, provided the undersigned agree
that they will use exclusively American made raw stock.

Now, therefore, in consideration of the premiscs and of the mutual covenants
hereinafter contained, and of the sum of One Dollar by each of the parties
hereto to the other in hand pald, the receipt whereof is hereby acknowledged,
the parties hereto agree as follows:

First: They jointly and severally pledge themselves to a policy of using
American made raw film stock exclusively in thelr various laboratorfes, and
that except for the use of so much foreign-made raw film stock as is actually
on hand or under contract of purchase, they will continue hereafter so to use
the sajd American made raw film stock exclusively so long as sald manufac-
turer continues to furnish a continuous and uninterrupted supply of raw film
8tock to the undersigned, at prices as low as it supplies the same to any branch
Of the industry in the United States,

Second: For the purpose only of determining whether any party hereto has
violated or 1g violating the first paragraph of this agreement, the plants, records
4nd books of all parties to this agreement shall be open at all reasonable times
to inspection and auadit by Messrs, Price, Waterhouse & Company, or any other
firm of certified public accountants designated by the Board of Directors of
Allled Film Laboratories Assoclation, which inspection and audit may be made
4t any reasonable time on the order of the President of the Allled Film Lab-
oratories, If there has been no violation, no facts, figures or information of
any kind shall be divulged to the Assoclation or any of its members or any
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other person by the sald accountants except their own certificate that no vio-
lation has been or is being made by the laboratory so investigated and audited.

This agreement was signed by the following respondents: The
Craftsmen Film Laboratory, Inc.; Kineto Company of America,
Inc.; Cromlow Film Laboratories, Inc.; Claremont Film Laboratory,
Inc.; Film Developing Corporation; Evans Film Manufacturing
Company, Inc.; Republic Laboratories, Inc.; Lyman H. Howe Film
Company, Rex Laboratory, Inc.; Tremont Film Laboratories, Inc.,
and Mark Dintenfass.

The terms, “one of the large manufacturers” and “said manufac-
turer,” used in the foregoing agreement, refer to the respondent
Eastman Kodak Company.

Par. 15. This agreement was communicated to Eastman Kodak
Company and on September 14, 1921, the Eastman Xodak Company
wrote to the respondent members of the Association that it would
not operate the Paragon, G. M., and Sen Jacq laboratories, com-
mercially, so long as the said members adhered to their agreement
of September 9, 1921, and that it would cooperate with said members
“to protect them aframst any invasion of forelgn raw film stock.”
This communication is as follows:

To the Members of the Allied I'ilm Laboralories Association, Inc,

GeNTLEMEN : In announcing to you on August 23, the purchase by this com-
pany of the G. M,, Sen Jacq and Paragon Laboratories, we made it plain that
the reason for this step was primarily the rapidly increasing importation of
foreign film and the necessity of doing everything possible to protect the
American industry. We felt that the time had come when that step was
rendered imperative.

At the same time, we were very reluctant to take that action, both because
we were entering upon a new business and because we realized the effect upon
that business, in which you were already established. We are very glad,
therefore, to hear from you today that it {s your Intention to use entirely
American made {ilm and that in processing American made film there will be
no discrimination in price or otherwise against film manufactured by this
company.

In view of this it is proper that this company state its position and policy
frankly, which it purposes not to depart from unless it should become neces-
sary to do so to protect its raw film industry. Your policy as above stated will
as long as you adhere to it furnish, we believe, adequate protection to that
portion of our business.

This company will complete the Sen Jacq Laboratory, equip it, and maintain
it in a condition for immediate use, but will not operate any of these labora-
tories for commercfal purposes, except that we will operate the G. M. Labora-
tory commerclally up to November 1st, 1021, and the Sen Jacq Laboratory
for not more than two months after its completlon and in any event we ghall
not process more than 500,000 feet per week whether in one or the other or
both of these laboratories.
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It is the Intention, however, to carry on experiments in all of these labora-
torles from time to time, but not to distribute any product to the trade except
&8 above stated, and not, either directly or indirectly, to be interested in any
film laboratory in competition with the members of the Allied Film Labora-
tories Association. This company will in the future, as in the past, furnish
2 contlnuous and uninterrupted supply of raw film stock to all members of the
Allied Film Laboratories Association at prices as low as it supplies the same
to any branch of the industry in the United States.

This company will cooperate with the members of the Allied Film Labora-
torles Assoclation to protect them against any invasion of foreign raw film
Stock,

We understand that it is your purpose to extend your Association as rapidly
a8 possible and to make its membership include substantially all of the com-
mercial laboratories in the United States, and to arrange among your mem-
bers for an understanding and agreement that they will use exclusively
American made raw stock.

As long as your Association adheres to its Intention above expressed, the
tompany will not sell any of the above laboratories without giving to your
Association notice of such intention and the privilege to select a purchaser
from among the members of your Association at the same price and upon the
Same terms as those of any bona fide offer which we may have for the property.

We feel that we should call your attention to the importance of keeping the
brice for processing film in your laboratories at all times at a reasonable figure,
Any attempt to establish or maintain an unreasonable price will result only
to the disadvantage of yourselves and all American manufacturers of raw film,
and any reduction in price of raw film made by any American manufacturer
Such ag this company has recently made should be fully reflected in the price
of processed film, as such reductions are made for the purpose of benefiting
the ultimate consumers of the film, and not the laboratories.

We trust this letter will be of assistance to you in perfecting your organiza-
tion and we give it to you at this time as an evidence of our earnest desire to
Cooperate with you in the protection and advancement of the laboratory
branch of the motion picture industry.

Yours very truly, LasTMAN Kopax COMPANY,

(Signed) Gro. KIABTMAN, Prcsident.

Par. 16. The Eastman Kodak Company and the Association each
then publicly announced their aforesaid respective actions. In
bursuance of such action the Fastman Kodak Company thereafter
Ceased to operate the Paragon and G. M. Laboratories, completed
but never operated the Sen Jacq Laboratory, but continued to main-
tain all of the said laboratories in a condition for immediate use and
fespondent members of the Association, after September 14, 1921,
confined approximately all their purchases of cinematograph film
to that manufactured by the Eastman Kodak Company and have
Tefused, and continued to refuse, to purchase any cinematograph

Im from American importers of foreign manufactured film, and

ave consistently sought to induce other laboratories manufacturing
Prints of motion pictures to become members of said Association,

88231°—26—vor 7—30
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to agree to purchase cinematograph film of American make and to
refuse to purchase any foreign-manufactured cinematograph film.
The Eastman Kodak Company on September 16, 1921, and again
on November 2, 1921, made an inspection of the laboratories
operated by the members of the Association for the purpose of
ascertaining whether or not such members were using any foreign-
manufactured cinematograph film. The foregoing acts and conduct
of the respondents, together with the agreement referred to in
paragraph 14 hereof, and the document dated September 14, 1921,
above referred to, constitute an agreement, understanding and obli-
gation by and between the respondents herein.

Par. 17. On February 28, 1923, after the investigation of the
matter involved in this cause was commenced by the Federal Trade
Commission but before the issuance of the complaint herein, the
respondent Eastman Kodak Company wrote to the respondent mem-
bers of the Allied Film Laboratories Association as follows:

RocuesteR, N. Y., February 28, 1923.
To the Membera of the Allied Film Laboratories Association, Ino.

GENTLEMEN : Referring to our letter to you of September 14, 1921, we wish
at this time to advise you of a change In our policy as outlined in that
letter.

From and after this date we do not wish you to feel oblignted in any way to
use In your laboratories only American made filing, and whether we open
for operation the laboratorles which we control, or not, -will not depend
in any way upon the action of the members of your Assoclation with respect
to the kind of fllm used in their laboratories.

We trust you will understand that this action is taken by us in the Interests
of yourselves as well as in our own.

Yery truly yours,
EasTMAN Kopak CoMPANY,

(Signed) GEORGE BASTMAN, President.

The foregoing document constitutes an aflirmation of the fact that
there had been an agreement, understanding and obligation entered
into by and between the Eastman Kodak Company and the respond-
ent members of the Allied Film Laboratories Association.

Par. 18. During the first eight months of 1921 the Gevaert
Company sold Belgian-made film to members of the Association to
the amount of 8,650,440 feet; the Pathe-Cinema Company sold them
French-made film to the amount of 2,616,531 feet; the Agfa Company
sold them a substantial part of the importation of German-made film
which in 1921 amounted to 56,291,000 feet. Since about September
14, 1921, neither the Gevaert Company, the Pathe-Cinema Company,
nor the Agfa Company has sold any film to members of the Asso-
ciation,
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Par. 19. In 1921, and for a long time prior thereto, the Eastman
Kodak Company had a substantially complete monopoly of the
manufacture of positive cinematograph film and an absolute monop-
oly of the manufacture of negative cinematograph film in the
United States. In 1921 and since February 15, 1911, Jules E. Bru-
latour had a substantially complete monopoly of the sale of positive
cinematograph film manufactured by the Eastman Kodak Company.
In 1921 and for a long time prior thereto the Eastman Kodak Com-
bPany and Mr. Drulatour together had a substantially complete
monopoly of the sale of positive and negative cinematograph film in
the United States.

Par. 20. It was the purpose and intent of Eastman Kodak Com-
Pany from February 15, 1911, when it entered into the relation with
Jules E. Brulatour set out in paragraph 9 whereby it procured
the substitution of its own positive film for that of the Lumiere
Company to the extent of 40,000,000 feet per year, to maintain its
monopoly in the manufacture of positive film and the monopoly in
the sale of such film which it possessed in conjunction with Julés E.
Brulatour and this purpose was manifested through the actions of
Brulatour as the undisclosed representative of Eastman Kodak Com-
bany. In this capacity and in the interest of Eastman Kodak Com-
bany as well as indirectly for his own benefit, Brulatour first sought
to obtain an influential and later a dominant position in the busi-
Dess of making positive prints in which the raw material is positive
film stock. Brulatour obtained the control of the Paragon labora-
tory but when his ownership of this control became embarrassing
to Eastman Kodak Company, Brulatour transferred his stock inter-
est in such a manner that while he was able to announce that he had
Do further interest in the business of making positive prints, he was
able at the time when the Eastman Kodak Company later concluded
to enter the field of the manufacture of positive prints, to regain
‘ontrol of the Paragon laboratory and pass this ownership over to

8stman Kodak Company. In furtherance of the monopolistic
Purpose Brulatour acquired the rights to the processes and devices
or making positive prints which originated with George Maurice
and as well the processes and devices which originated with one
S?ntou and thereafter built the G. M. laboratory which was equipped
With the Maurice process and the Sen Jacq laboratory which was
*quipped with the Sentou process. These three laboratories nomi-
Nally owned by Brulatour were the expression of the purpose of
“2stman Kodak Company and Brulatour to dominate the business
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of making positive prints from cinematograph negatives as the most
effective means of maintaining and extending the monopoly of the
Eastman Kodak Company in the manufacture and sale of positive
film stock. Competitors were alarmed by the activities of Brulatour
and the Eastman Kodak Company revealed the purpose which ani-
mated Brulatour and its own intimate connection therewith by the
announcement that it would not go into the business of making prints
unless it became necessary to do so to protect its business of manu-
facturing and selling positive film stock which was equivalent to the
affirmative statement that it would go into that business if competi-
tion in the sale and use of other positive film stock continued. Such
competition did continue and Eastman Kodak Company in order
to maintain its monopoly in the manufacture and sale of positive
film stock, attempted and intended to extend its monopoly into and
over the use of positive film stock in the making of positive prints
from cinematograph negatives. By arrangement with Brulatour,
the three laboratories, Paragon, G. M., and Sen Jacq were conveyed
to Eastman Kodak Company at cost and that company announced
its entrance upon the manufacture of positive prints. This an-
nouncement, coupled with the openly declared ownership of these
three laboratories, constituted an effective threat of overpowering
competitive force before which the respondent Association’s mem-
bers promptly capitulated. They agreed among themselves to use
only American-made positive film which was a disguised recognition
of and acquiescence in the Eastman Kodak Company’s positive film
monopoly and by the execution of thisagreement and the communica-
tion of its terms to Eastman Kodak Company the persons, firms and
corporations signatory and those who subsequently ratified it by
their conduct, unwillingly became parties to the conspiracy to main-
tain and extend the monopoly of Eastman Kodak Company in the
manufacture and sale of positive film and to restrain trade therein,
previously conceived and operated by Eastman Kodak Company and
Jules E. Brulatour. With the surrender of the members of re-
spondent Association of competitive selection in the positive film
which they used, the object of the conspiracy was obtained, compe-
tition in the manufacture and sale of positive film stock was prac-
tically eliminated and the monopoly of Eastman Kodak Company in
the manufacture and sale of positive film stock was effectively
maintained.

Par. 21. The Commission takes judicial notice of the decision in
the case of United States ». Eastman Kodak Company, 226 Fed. 62
wherein it was held that the acquisition by the defendant of the
capital stock, property, plants, and good-will of approximately

*
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twenty enterprises engaged in the business of manufacturing and
selling photographic material in competition with the defendant
was for the purpose of monopolizing interstate trade or commerce by
unfair methods which tended to and did diminish or destroy the
business of its competitors, and, in view of the fact that such plants
were dismantled and the businesses concentrated by the defendant at
Rochester, it was evident that they were not actually required by the
defendant in carrying on its business but were acquired with an idea
of monopolizing trade. The Commission finds that the acts of the
Eastman Kodak Company and Mr. Brulatour in acquiring the three
laboratories before mentioned, and in failing to operate the same but
Maintaining them in readiness for immediate operation are analogous
In their purpose and effect to the acts of the defendants in the case of
United States ». Eastman Kodak Company, above referred to.

Par. 22. The agreement or understanding entered into by and
between the respondent members of the Association and the agree-
lent or understanding entered into by and between said respondent
Iembers of the Association and the Eastman Kodak Company, above
referred to, were made in pursuance of a plan conceived by the East-
Man Kodak Company, George Eastman, Jules E. Brulatour and the
Association, and were for the purpose of and have the effect of sub-
Stantially lessening competition in the sale of positive cinematograph
film in interstate and foreign commerce, and tend materially to sus-
tain the monopoly already existing in the Eastman Kodak Company,
and substantially tend to perpetuate said monopoly.

Par. 23. The ownership by the Eastman Kodak Company of the
;Paragon, G. M. and San Jacq laboratories, and the maintenance by
1t of the said laboratories in condition for immediate use for the rzan-
uf'acture of positive prints of motion picture films in competition
With the respondent members of the Association, constitute a threat
nd had, and continue to have, the effect of inducing, compelling
ind coercing manufacturers of positive prints of motion picture

Ims to purchase and use only positive cinematograph film stock
Manufactured by the Eastman Kodak Company, and of obstructing,
Indering, suppressing and eliminating competition in the manufac-
ture ang sale of positive cinematograph film in interstate and foreign
“mmerce, and of maintaining the monopoly already attained by the
astman Kodak Company.
4R. 24. The acts of the respondents, as set forth in the foregoing
Paragraphs, constitute a conspiracy or combination in restraint of
fade, in interstate and foreign commerce, and had, and continue to
Ave, the effect of retaining, maintaining and extending the monop-
®¥ of the Eastman Kodak Company in the manufacture and sale of
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positive raw cinematograph film, and of substantially lessening com-
petition in the sale of such film, in interstate and foreign commerce;
of hindering, restraining and preventing competitors and prospective
competitors of the Eastman Kodak Company from establishing
enterprises for the manufacture and sale of positive raw and cinemato-
graph film; and of substantially lessening competition in the manu-
facture and sale of positive prints of cinematograph films, in inter-
state and foreign commerce.

CONCLUSION.

The practices of the said respondents, under the conditions and cir-
cumstances described in the foregoing findings, are unfair methods
of competition in commerce, and constitute a violation of the Act of
Congress approved September 26, 1914, entitled “ An Act To create
a Federal Trade Commission, to define its power and duties, and for
other purposes.”

ORDER TO CEASE AND DESIST.

This proceeding having been heard by the Federal Trade Com-
mission upon the complaint of the Commission, the answers of the
respondents, and the statement of facts agreed upon by the respond-
ents and counsel for the Commission, and the Commission having
made its findings as to the facts, with its conclusions that the respond-
ents have violated the provisions of the Act of Congress approved
September 26, 1914, entitled “An Act to create a Federal Trade Com-
mission, to define its powers and duties, and for other purposes,”

Now, therefore, it is ordered, That the respondents, Eastman
Kodak Company, its officers, agent and employees, George East-
man, Jules E. Brulatour, The Allied Film Laboratories Associ-
ation, Inc., its officers, agents and employces, The Burton Holmes
Lectures, Inc., The Craftsman Film Laboratory, Inc., the Kineto
Company of America, Inc., the Erbograph Company, the Cromlow
Film Laboratories, Inc., the Palisades Film Laboratories, Inc., the
Claremont Film Laboratory, Inc., the Film Developing Corporation,
the Evans Film Manufacturing Company, Inc., the Republic Lab-
oratories, Inc., the Lyman H. Howe Film Company, the Rex Lab-
oratory, Inc., the Tremont Film Laboratories, Inc., their respective
officers, agents and employees, and Mark Dintenfass, his servants,
agents and employees, and each of them, forever—

Cease and desist from conspiring, combining, confederating, agree-
mg and cooperating between or among themselves to hinder an
restrain competition in the manufacture and sale of positive raw
cinematograph film stock and to maintain and extend or attempt t0
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maintain and extend the monopoly of the Eastman Kodak Company
in the distribution and sale of positive raw cinematograph film stock,
in interstate and foreign commerce, by—

1st. The acquisition and equipment by the Eastman Kodak Com-
pany of the Paragon Laboratory, the G. M. Laboratory and the Sen
Jacq Laboratory, whose combined capacity equals the market demand
for printing and developing positive prints of cinematograph films
from exposed and developed cinematograph films, for the purpose
of extending its business to include the making and selling of such
prints,

2d. The use by the Eastman Kodak Company of the ownership
and possession of the said Paragon, G. M. and Sen Jacq laboratories
and their equipment and capacity for producing positive prints of
cinematograph films from exposed and developed negative cinemato-
graph films to induce, compel and coerce the Allied Film Laborato-
ries Association, Inc., and its members, to use in their laboratories
for the manufacture of positive prints of cinematograph films, ex-
clusively, American made positive raw cinematograph film stock
of which the said Eastman Kodak Company has a monopoly in the
manufacture and sale thereof.

3d. The agreement or understanding by and between members of
the Allied Film Laboratories Association, Inc., and the Eastman
Kodak Company that the said members will use American made
Positive raw cinematograph film stock, of which said Eastman
Kodak Company has a monopoly in the manufacture and sale there-
of, exclusively, and particularly to the exclusion of foreign manu-
factured positive raw cinematograph film stock, provided the East-
man Kodak Company will not operate commercially the said Para-
gon, G. M. and Sen Jacq laboratories in competition with the labo-
Tatories operated by said members of the Allied Film Laboratories
Association, Ine.

4th. The agreement or understanding entered into by and between
the Eastman Kodak Company and the members of the Allied Film

aboratories Association, Inc., that the Eastman Kodak Company
Will not operate commercially the Paragon, G. M. and Sen Jacq
laboratories in the manufacture and sale of positive prints of cine-
Matograph films in competition with the laboratories operated by
Said members, provided that said members use and continue to use

erican made positive raw cinematograph film stock, of which the

astman Kodak Company has a monopoly in the manufacture and
Sale thereof, exclusively in the manufacture of positive prints or
Clnematograph films from exposed negative cinematograph films
and the sale thereof.
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5th. The continued ownership by the Eastman Kodak Company
of the Paragon, G. M. and Sen Jacq laboratories and the mainte-
nance of the same in readiness for immediate operation for the pro-
duction of positive prints of cinematograph films, or any other
dominant control of the production, or capacity for production, of
positive prints of cinematograph films from exposed negative cine-
matograph films.

6th. Utilizing any other equivalent means, not hereinbefore stated,
to accomplish the object of unfairly forestalling, preventing, hinder-
ing or restraining the manufacture and sale of positive raw cinema-
tograph film stock and the making of positive prints of cinemato-
graph films from exposed negative cinematograph films, or the sale
thereof, in interstate and foreign commerce.

1t is further ordered, That for the purpose of preventing the
maintenance and extension of the monopoly of the Eastman Kodak
Company in the manufacture and sale of positive raw cinematograph
film stock to the use thereof in making positive prints of cinemato-
graph films and of restoring competitive freedom in the distribution
and sale of positive raw cinematograph film stock, the Eastman
Kodak Company shall, with all due diligence, sell and convey the
said Paragon, G. M. and Sen Jacq laboratories to parties not con-
nected directly or indirectly in interest with the Eastman Kodak
Company.

It is further ordered, That the respondents, within 120 days from
the date of the notice hereof file with the Commission a report in
writing setting forth in detail the manner in which this order has
been complied with and conformed to.
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