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Syllabus 

IN THE ~:fATTER OF 

HENRY J. TAYLOR, TRADING UNDER THE NA~fE Al~D 
STYLE OF THE PACKAGE ADVERTISING CO. 

COl\IPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION 
OF SEC. 5 01!' AN ACT OF CONGRESS APPROVED SEPT. 26, 1914 

Docket 5416. Complaint, Jan. 21, 1946-Decision, Nov. 15, 1949 

Where an individual who (1) was engaged in the manufacture of unpatented 
waxed-paper bands for advertising or informative use as printed inserts 
and outserts by bakers in connection with the wrapping of their bread and 
other bakery products; and in the interstate sale of said bands in competi­
tion with other manufacturers except as below set out, and·under the trade­
mark "Ad-Seal-It," which he had continuously owned or controlled since 
1926 and which was registered in the United States Patent Office on Janu­
ary 23, 1945; and (2) formerly owned two patents, issued August 11, 1931, 
and l\larch 15, 1932, which did not cover said unpatented bands, but re­
spectively covered a method of applying an advertising medium to bakery 
products, and the resultant improved package "comprising a wrapper of 
waxed paper enveloping a loaf of bread" and ''a narrow band of legend­
bearing waxed paper incircling said loaf and said wrapper"-

( a) Through threats of patent-infringement suits or the incentive of a higher, 
uniform, and maintained price structure on Ad-Seal-It bands, from time 
to time prior to January 1, 1939, coerced, persuaded or otherwise induced 
the principal manufacturers of waxed paper situated east of the Rocky 
Mountains to enter into agreements which, reciting that the corporation 
owned or controlled "certain inventions covering Ad-Seal-It and the method 
of its application and Letters Patent," purported to grant, on the part of 
his said predecessor corporation, to the particular manufacturer concerned, 
a nonexclusive license, for the life of the patents and all reissues thereof, 
etc., and for a specified portion of the United States, to make and sell Ad­
Seal-It identification bands, the licensee obligating itself to sell said bands 
at prices and terms fixed by the corporation, to designate bands produced 
and sold by it by said trade-mark, and to pay a royalty ranging from 10 to 
15 percent on its gross sales thereof, and the corporation having the right 
to inspect records and accounts relating to the sales of said bands; 

(b) Following the dissolution of his said predecessor corporation on or about 
December 29, 1938, entered into new agreements (to continue until March 
15, 1949) with said manufacturers east of the Rockies, whi~h-reciting that 
said individual's patents related to an improved bread package, that he was 
engaged in the business of making and selling to the baking trade certain 
legend-bearing bands to be usecl by the bakers in practicing his patents, 
and that he was then using the trade-mark Ad-Seal-It on the bands sold to 
bakers-purported also to grant nonexclusive licenses to such manufacturers 
to make and sell such outserts and inserts to the baking trade, together 
with the right to issue sublicenses to customers of the licensee, who under­
took not to sell bands elsewhere than in the described territory; to cause 
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an individual, trading under the name and style of Paclmge Aclver~ 
tising Co., hereinafter referred t0 as respondent, has violated the 
provisions of section 5 of said act, and it appearing t.o the Commission 
that a proceeding by it in respect thereof, 'Yould be in the public 
interest, hereby issues its complaint, stating its charges in that respect, 
as follows: 

PARAGRAPH 1. Bread as manufactured by most of the bakers in 
the United States is wrapped in printed waxed paper. However a 
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all the bands made and sold by it to bear said trade-mark ; to pay ~a icl 
individual a royalty of 10 percent of the ilwoice price of all bands made 
and sold by it under the agreement; to sell bands thus made at prices not 
less than those established by said indiYiclual, to furnish him duplicates 
of all invoices, and to open its records ancl accounts for his inspection; to 
haYe printed on bands made use of by it a patent notice and said trade­
mark; and to pay to said indiYiclual by way of liquidated damages a specified 
sum in the event of failure to sell the bands nt the price established by him, 
or to supply him with duplicate inYoices; 

(c) Entered, through his :said predecessor corporation, into an agreement elated 
September 22, 1931, with vV, a Califomia corporation, which, recitin!.!: that 
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bread in cellophane .or clear waxed glassine wrappers ''ithout any 
printed design thereon. \Vhen bread is sold in such transparent 
wrappers it is necessary for the baker to wrap around the loaf either 
under (an insert) or over (an outsert) a printed waxed paper band 
varying in width from 2 to 4 inches of one or more colors to designate 
the kind .of bread, the name of the baker, net weight, ingredients, and 
other advertising matter. 
Re~pondent Henry J. Taylor, an individual, trading under the name 

and style of Package Advertising Co., with his office located at 230 
Park Avenue, New York, N. Y., is now; and for more than 3 ·years 
last past, has ·been engaged in the manufacture and sale of waxed­
paper bands known as "Ad-Seal-It," both inserts and outserts used 
as part of the wrapper or package for bread and cake. Said respond­
ent is the owner of two patents, one of said patents covers the method 
of applying an advertising medium to bakers' products (Patent No. 
1,818,923 issued August 11, 1931) which embodies a process of fusing 
a small strip or band of waxed paper to a larger sheet of wrapping 
material by memJ.S of heat "Simultaneously enveloping a bread ]oaf 
in the wrapping material." The other .patent (Patent No. 1,849,77 4 
issued :i\farch 15, 1932) is a combination patent c.overing the package 
resulting from the use of the said method patent. All of the claims 
for the said combination patent are for "an improved bread package 
herein described, comprising a wrapper of waxed paper enveloping 
a loaf of bread" and "a narrow band of legend-bearing waxed paper 
encircling said loaf." 

Said respondent in the course and conduct of his said business for 
more than 3 years last past has advertised and sold his said bands 
t.o bakers for enveloping loaYes of bread and cakes and the said bands 
were placed by said bakers around the loaves of bread or packages of 
cake either by hand or by automatic bread and cake wrapping ma­
chines, of which there are a number on the market equipped to make 
application of heat to bread and cake wrappers for sealing. 

Said respondent is in eompetition with other manufacturers of 
printed bands used in wrapping bread and cake and selling the same 
jn interstate commerce to bakers located throughout the several States 
of the United States. 

PAR. 2. Said respondent in the course and conduct of his said busi­
ness has entered into so-called license agreements with the principal 
manufacturers of waxed paper located throughout the several States 
of the United States as follows: 
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American Tissue :Mills, Holyoke, ~{ass. 
Badger Paper ~1ills, Inc., Peshtigo, "\Vis. 
Central vVaxecl Paper Co., Chicago, Ill. 
Cleveland vVax Paper Co., Cleveland, Ohio. 
·Detroit vVax Paper Co., River Rouge, ~1ich. 
Dixie vVax Paper Co., Dallas, Tex. 
Dixie "\Vax Paper Co., Memphis, Tenn. 
Forbes Lithograph :Manufacturing Co., Boston, Mass. 
Henle "\Vax Paper Co., New York, N.Y. 
l{a]amazoo Vegetable Parchment Co., Kalamazoo, Mieh. 
KVP Co. of Texas, Houston, Tex. 
~Ienasha Products Co., l\Ienasha, vVis. 
::Mid-West vVax Paper Co., Fort Madison, Iowa. 
JHilprint Products Corp., J\Iilwaukee, Wise. 
J\finerva Wax Paper Co., ~1inerva, Ohio. 
Nashua Gummed & Coated Paper Co., Nashua, N.H. 
Newark Paraffine & Parchment Paper Co., Newark, N.J. 
Ohio "\Vax Paper Co., Columbus, Ohio. 
Pittsburgh vVax Paper Co., Pittsburgh, Pa. 
Pollock Paper & Box Co., Dallas, Tex. 
Port Huron Sulphite & Paper Co., Port Huron, Mich. 
Rapinwax Paper Co., Chicago, Ill. 
Riegel Paper Corp., New York, N.Y. 
Rudolph, L.A. "\Vaxed Paper Corp., New York, N.Y. 
Safetee Glassite Paper Co., Philadelphia, Pa. 
Saniwax Paper Co.,·Kalamazoo, ~iich. 
Scuthern "\Vax Paper Co., Atlanta, Ga. 
Specialty Papers Co., Dayton, Ohio. 
"\Vaterproof Paper & Board Co., Cincinnati, Ohio. 
vVax Paper Products Co., Omaha, Nebr. 
"\Vaxed Paper Co., Long Island City, N.Y. 
"\Vaxide Paper Co., J{ansas City, :Mo. 
1V axide Paper Co., St. Louis, ~1o. 
"\Vest Carrolton Parchment Co., vVest Carrollton, Ohio. 
Zimmer Paper Products Co., Indianapolis, Ind. 
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Said license agreements purport to grant the foregoing named 
waxed-paper manufacturers a nonexclusive license, until March 15, 
1949, to make and sell under the aforesaid patents inserts and outserts 
to the baking trade to be used by the bakers and the manufacturers of 
bread packages and similar packages embodying, employing, and coll-
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taining the inventions disclosed in said patents throughout that part 
of the United States of America situated east and not including :Mon­
tana; \Vyoming; Denver. Colo.: Santa Fe~ N. J\fex.; and El Paso, Tex. 

Said license agreements also purport to grant to· said licensees the. 
right to issue sublicenses to bakers purchasing said inserts and out­
serts to use the same in their plants located in that part of the United 
States covered by the license, in practicing the methods of said patent 
No. 1,818,923 and to produce packages of bread and si1nilar products 
embodying the inYention of patent 1,849,714. 

Said license agreements also purport to grant the said licensees the 
right to use the trade-mark "Ad-Seal-It'' in connection \vith their 
manufacturing and selling operations under the said license agreement 
and in a manner approved by said respondent, ineluding the right to 
grant permission to any of its customers, purchasing the inserts and 
outserts manufactured and sold by said licensees under the said license 
agreement, to· sell or othenvise distribute the packages bearing the said 
trade-mark and to use such trade-mark in their sales promotion as 
pointing to the package made under the said patents. 

Under the terms of said license agreements said licensees were pro­
hibited from selling said inserts and outserts manufactured by them 
under said license and adopted to be used in practicing the method of 
said patent No. 1,818,923 to produee the pro·ducts eovered by patent 
No. 1,849,77 4 at prices less than those established by said respondent 
and as set forth in price lists attaehecl to the said lieense agreements. 

It was also provided in the said license agreements that the said 
licensees should pay to the respondent by way of a royalty a sum 
equal to 10 percent of the invoice priee of all inserts and outserts manu­
factured and sold by said licensee under the said license agreements. 

It was also provided in said license agreements that in the event the 
licensees should fail to sell any of the said inserts or outserts under 
the provisions thereof at the prices currently established by said re- . 
spondent said licensee shall pay to said respondent by "·ay of liqui­
dated damages 011 all sueh inserts or outserts so· sold a sum equal t8 
20 percent of the sum that should have been paid for such inserts or 
outserts had they been sold at said respondenfs established prices. 

It \\as also provided in said license agreements that said respondent, 
with a view to facilitating its operations and the operations of its 
licensees, would carry in sto·ck ready for immediate shipment to the 
customer, various ready-to-use rolls of "Acl:-Seal-It" inserts and out­
serts and agree to maintain a stock of such rolls sufficient to meet the 
reasonable demands of its said licensees for small or emergency lots 
and to fill any orders from the lieensee for items from such stock at 
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respondent's prevailing price allowing said licensee a selling commis­
sion of 15 percent of the invoice price for all rolls so ordered. 

PAR. 3. On or about September 22, 1931, the "Ad-Seal-It" Corp., a 
New York corporation owned by respondent, entered into a so-called 
license agreement followed by an addendum dated October 23, 1931, 
with the "\Vestern "\Vaxed Paper Co., a California corporation now 
a division of Crown Zellerbach Corp., of San Francisco, Calif., en­
gaged in the business of manufacturing bread wrappers at Los Angeles 
and Oakland, Calif., and Portland, Oreg., purporting to grant unto 
said licensee the exclusive right to make, use, and sell in that portion 
of the United States situated west of ]\fontana, "\Vyoming, Denver, 
Colo., Santa Fe, N. 1\tiex., and El Paso, Tex., its "Adsealit" advertise­
ments consisting of waxed paper bands used by bakers as inserts and 
outserts for wrapping bread according to said pate1its owned by said 
respondent. Pursuant to said agreement said licensor granted to said 
licensee permission to use and identify its activities by the use of the 
name "Adsealit" and all emblems and slogans and trade-mark char­
acters used by said licensor in connection with its manufacture and 
sales promotion of "Adsealit" advertisements to the baking industry 
and to use copyrighted designs now owned or acquired from time to 
.time by said licensor. Said licensor further agreed in said license 
agreement to refrain from operations in the territory described therein 
with reference to "Adsealit" advertisements. 

Said license agreement remains in full force a-nd effect for a period 
of 25 years from the date thereof or until at any time when the said 
licensee shall have sold less than $25,000 worth of "Adsealit" advertise­
ments during any one year. Said license agreement further- provides 
that said licensee should pay the licensor as a royalty 10 percent of the 
gross value of each invoice wherein the price per pound is 12 cents or 
over; a royalty of 71f2 percent of a gross value of each invoice wherein 
the price per pound is 11 to 12 cents per pound; and a royalty of 
5 percent of a gross value of each invoice wherein the price is 10 cents 
per pound or under; and that invoices ·are to be rendered by said 
licensees to said licensor currently and said licensor shall have the 
right and privilege to inspect the manufacturing operations of said 
licensee, its records and accounts of sale. 

PAR. 4. On or about April13, 1936, the Package Advertising Corp., 
owned by respondent, entered into a so-called license agreement with 
the said Western vVaxed Paper Co., division of Crown Zellerbach 
Corp. purporting to grant to said licensee a nonexclusive license for 
that portion of the United States situated east of Montana, vVyoming, 
Denver, Colo., Santa Fe, N. }.1ex., and El Paso, Tex., but not for Cook 

' --- -------. --J ---o--
prices, and competitors of the respondent and of its said licensees ha':e 
been prevented from selling printed bands or inserts and outserts 
employed in conjunction with tra,nsparent bread wrappers in sub­
stantial quantities to said bakers and said respondent is thereby ob­
taining a monopoly in the interstate sale and distribution of printed 
waxed paper bands or inserts and outserts employed by bakers in 
conjunction with transparent bread wrappers. 

PAR. 8. The acts and practices of the said respondent, as herein 
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County, Ill., to make and sell "Ad-Seal-It" and to license the pur­
chasers to use said "Ad-Seal-It" bands. Under the terms of said 
license agreement said licensor proposed to grant to said licensee the 
right to use the name "Ad-Seal-It" upon advertising bands made and 
sold by said licensee expressly at the licensor's prices and terms. Said 
licensee agreed to compensate said licensor in the amount of 15 percent 
of each invoice up to and including 750 rolls of 3,000 feet, 12112 percent 
on each invoice up to and including 1,000 rolls of 3,000 feet, 10 percent 
on each invoice for more than 1,000 rolls of 3,000 feet. 
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dangerous tendency to and have actually hindered or prevented com­
petition in the sale of printed ''axed-paper bands employed as inserts 
and outserts in conjunction with transparent bread wrappers in com­
merce, within the intent and meaning o:f the Federal Trade Com­
mission Act; have unreasonably restrained such commerce in said 
product; have a dangerous tendency to create in respondent a monopoly 
in the sale of said product; and constitute unfair methods of com­
petition in commerce within the intent and meaning of section 5 of 
the Federal Trade Commission Act. 

REPORT, FINDINGS AS TO THE FACTS, AND ORDER 

Pursuant to the provisions of the Federal Trade Commission Act, 
the Federal Trade Commissioll, on January 21, 1946, issued and sub­
sequently served its complaint in this proceeding upon the respondent, 
Henry J. Taylor, an individual trading under the name and style of 
The Package Advertising Co., charging said respondent with the use 
of unfair methocfs of competition in commerce in violation of the 
provisions of that act. After the filing of the respondent's answer to 
the complaint, testimony and other evidence in support of and in 
opposition to the allegations of the complaint were introduced before 
trial examiners of the Commission theretofore duly designated by it, 
and such testimony and other evidence were duly recorded and filed 
in the office of the Commission. Thereafter, this proceeding regularly 
came on for final hearing before the Commission upon the complaint, 
the respondent's ans\\-er, testiniony, and other evidence, the trial ex­
aminer's recommended decision and exceptions thereto, briefs in sup­
port of and in opposition to the allegations of the complaint, and 
oral argument of counsel; and the Commission, having duly considered 
the matter and being now fully advised in the premises, finds that 
this proceeding is in the interest of the public and makes this its 
findings as to the facts and its conclusion drawn therefrom. 

FINDINGS AS TO THE FACTS 

PARAGRAPH 1. The respondent, Henry J. Taylor, is an individual, 
doing business under the name and style of The Package Advertising 
Co., with his office and principal place of business located at 230 Park 
Avenue, New York, N.Y., and is now, and for more than 3 years last 
past has been, engaged in the manufacture and sale of waxed-paper 
bands under the trade-mark "Ad-Seal-It" which are used as inserts 
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other bakery products. Respondent does not own, and has not owned, 
any patent rights to the bands manufactured and sold by him. 

PAR. 2. Respondent, in the course and conduct of his aforesaid busi­
ness, is in competition with other manufacturers of printed waxed­
paper bands used as inserts and outserts by bakers in connection with 
the wrapping of bread and other bakery products, insofar as such com­
petition has not been lessened or eliminated through respondent's 
agreements "\vith various waxed paper manufacturers, and the acts and 
practices done and performed pursuant thereto, as hereinafter set out. 

PAR. 3. Respondent has caused and nmv causes his products, when 
sold, to be shipped from the place of origin in New York to customers 
located in various States of the United States east of the Rocky :Moun­
tains, an~l has entered into agreements and understandings tending to 
fix, establish, and maintain the prices, terms, and conditions of sale at 
which, and to specify, designate, describe, and limit the territories :i.n 
which, other manufacturers of printed waxed-paper bands have sold 
and now sell said products in interstate commerce, and is engaged in 
commerce as "con1merce" is defined in the Federal Trade Commission 
Act. 

PAR. 4. Respondent was the owner of two patents, one of whieh eov­
ered a method of applying an advertising medium to bakery products 
(Patent No. 1,818~923, issued August 11, 1931) and which embodied a 
process of fusing a small strip or band of waxed paper to a larger sheet 
of \\Tapping material by means of heat~ "simultaneously enveloping a 
bread loaf in the \\Tapping material." The other patent (Patent No. 
1,849,774, issued :March 15, 1932) was a eombination patent covering 
the package resulting from the use of the method patent for an 
improved bread package "comprising a wrapper of waxed paper envel­
oping a loaf of bread" and "a narrow band of legend-bearing waxed 
paper encircling said loaf and said wrapper." 

PAR. 5. Respondent has eontinuously owned or controlled the trade­
mark Ad-Seal-It since 1926, and said trade-mark was registered in 
the United States Patent Office as trade-mark No. 411~576', on January 
23, 1945, "for ahesive and nonadhesive bands adapted to be used by the 
baker around bread and earrying identifying or advertising printed 
matter." 

PAR. 6. There are more than 3,000 wholesale bakers in the United 
States usin,g automatic bread wrapping machines and many smaller 
bakers using semiautomatic or hand-operated wrapping machines. 
]\Iany bakers wrap their bread and other products in eellophane or 
transparent waxed-paper wrappers. In connection with these trans-
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varent wrappers bakers sometimes use a printed waxed-paper band 
varying in width from 1¥2 to 4 inches, and occasionally wider, which 
is wrapped around the loaf of bread or other bakery product, either 
under the wrapper as an insert or over the wrapper as an outsert. 
This band is used as an advertising medium to designate the product 
wrapped, the name. of the baker, or to furnish other informative or 
advertising matter to buyers and prospective buyers. Printed waxed­
paper bands such as Ad-Seal-It bands are used in conjunction with the 
wrapping of bread by the automatic bread-wrapping machines by plac­
ing a roll of bands on a shaft or spindle in juxtaposition to a roll of 
wrapping paper. The band is feel into the machines along with t~e. 
wrapping paper and simultaneously cut to the required length. The 
-ends of the wrapper and the band are simultaneously heated and sealed 
by a heating device on the machine. 

PAR. 7. Respondent acquired control of The Adsealit Corp., a New 
York corporation, in 1926. The name of The Adsealit Corp. was 
changed to The Package Advertising Corp. on or about August 8, 1933. 
From 1926 until its dissolution on or about December 29,1938, respond­
ent was president of, sole owner of, and dominating factor in the corpo­
ration. Upon dissolution of The Package Ad·(rertising Corp. respond­
ent took over and assumed all of its rights and obligations, including 
the several agreements with waxed-paper manufacturers hereinafter 
described and all rights and interest in and to the trade-mark Ad­
Seal-It and the good will of the business in which the trade-mark had 
been used. 

PAR. 8. In the course and conduct of his business respondent from 
time to time entered into agreements with the following manufacturers 
·of waxed paper, who constitute the principal manufacturers of such 
product located in that part of the United States situated east of the 
Rocky Mountains, purporting to grant to the waxed paper Ii1anufac­
turers the right to make and sell Ad-Seal-It bands: 

American Tissue Mills, Holyoke, Mass. 
Badger Paper :Mills, Inc., Peshtigo, vVis. 
Central Waxed Paper Co., Chicago, Ill. 
Dixie 1Vax Paper Co., Dallas, Tex. 
Fabricon Products, Inc. (formerly Detroit vYax Paper Co.), River 

Rouge, Mich. 
Fabricon Products, Inc., of Ohio (formerly Cleveland vVax Paper 

Co.), Cleveland, Ohio. 
Fabricon Products, Inc., of Pennsylvania (formerly Pittsburgh 

'Vax Paper Co.), Pittsburgh, Pa. 
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Fabricon Products, Inc., of Pennsylvania (formerly Safetee 
Glassite Paper Co.), Philadelphia, Pa. 

Fabricon Products, Inc., of Connecticut (formerly \Vaxed Paper 
Co.), Bridgeport, Conn. 

Forbes Lithograph Manufacturing Co., Boston, Mass. 
Henle vVax Paper Co., New York, N.Y. 
Kalamazoo Vegetable Parchment Co., l{alamazoo, Mich. 
K-V-P Co., of Texas, Houston, Tex. 
~1arathon Corp., Menasha, vVis. 
Mid-vVest \Vax Paper Co., Fort Madison, Iowa. 
Milprint Products Corp., Milwaukee, \Vis. 
Minerva vVax Paper Co., Minerva, Ohio. 
Nashua Gummed & Coated Paper Co., Nashua, N.H. 
Newark Paraffin & Parchment Paper Co., Newark, N.J. 
Pollock Paper & Box Co., Dallas, Tex. 
Port Huron Sulphite & Paper Co., Port Huron, Mich. 
Rapinwax Paper Co., :Minneapolis, Mi1m. 
Reigel Paper Corp., New York, N. Y. 
Saniwax Paper Co., Kalamazoo, Mich. 
Shellmar Products Co., Chicago, Ill. 
Southern vVax Paper Co., Atlanta, Ga. 
Specialty Papers Co., Dayton, Ohio. 
Traver :Manufacturing Co., Chicago, Ill. 
Ohio "'\Vax Paper Co., Columbus, Ohio. 
Waterproof Paper & Board Co. of Ohio, Cincinnati, Ohio. 
vVax Paper Products Co., Omaha, Nebr. 
"'\Vaxide Paper Co., l{ansas City, ~1o. 
vV est Carrollton Parclunent Co., vV est Carrollton, Ohio. 
Zimmer Paper Products Co., Indianapolis, Ind. 

PAR. 9. Said agreements between respondent's predecessor corpora­
tion and the several waxed-paper manufacturers, made prior to Janu­
ary 1939, recited that The Adsealit Corp. owned or controlled "cer­
tain inventions covering Adsealit and the method of its application 
and Letters Patent of the United States Nos. 1,818,923 and 1,849,774 
thereon," and also owned trade-marks andjor other rights in the word 
"Adsealit" as applied to and used in connection with the sale of its 
materials and services, and provided, in part: 

(a) That the licensee would have the right and nonexclusive license, 
·£or a specified portion of the United States, to make and sell Adsealit 
identification bands; · 

(b) That the licensee would have the right to use the name "Ad­
sealit" upon the Adsealit identification bands made and sold by it 
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under the agreement at Adsealit's prices m1d terms; and that the licen­
see would designate all such bands produced and sold by it by said 
trade-mark; 

(c) That the. licensee "·ould pay a royalty ranging from 10 to 15 
percent on its gross sales of Adsealit bands; 

(d) That Adsealit "\vonlcl have the right to inspect records and 
accounts relating to the sales of Adsealit bands; and 

(e) That the agreement would continue until the expiration of the 
last of the patents and of all re-issues, divisions, extensions, and con­
tinuations of either of the patents. 

PAR. 10. Following the dissolution of respondent's predecessor 
corporation, respondent entered into new argeements with the prin­
cipal waxed-paper manufacturers in that part of the United States 
situated east of the Rocky l\Ionntains, which new agreements, while 
different from the earlier agreements in some respects, also purported 
to grant nonexclusive licenses to the waxed-paper manufacturers to 
make and sell outserts and inserts to the baking trade. Said new 
agreements recited that respondent's patents related to an improved 
bread package; that respondent 'vas engaged in the business of man­
ufacturing and selling to the baking trade certain legend-bearing 
bands to be used by the bakers in practicing respondent's patents; that 
respondent had previously adopted and used, and was then using, 
the trade-mark "Ad-Seal-If' on the bands sold by it to bakers; and 
provided, in part : 

(a) That the agreement would continue in effect until l\Iareh 15, 
1949; 

(b) That the licensee "\Tonld have the nonexclusive right and license 
under respondent's patents to make and sell ontserts and inserts to 
the baking trade in fl spe~ified por6on of the United States, rrnd that 
the licensee would not sell said bands elsewhere than in the describP.d 
territory; 

(c) That the licensee "\Yonld have the right to issue sublicenses t.o 
its customers to use the bands in practicing the invention eovered by 
respondent's patents; 

(d) That the licensee would haYe the right to use the trade-mark 
"Ad-Seal-It" in connection with its manufacturing and selling op­
erations under the agreement and that the lieensee would cause all 
the bands manufactured and sold by it to bear said trade-mark; 

(e) That the licensee would pay respondent a royalty of 10 percent 
of the invoice lJrice of all bands manufactured and sold by it under 
the agreement; 
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(f) That the licensee would not sell bands manufactured under the 
agreement at prices less than those established by respondent; 

(g) That the licensee would furnish respondent with duplicates of 
all invoices of its billings for bands and that respondent might cause 
an inspection of the licensee's records and accounts; 

(h) That all packages employing or embodying the invention of re­
spondent's patents having incorporated therein bands manufactured 
by the licensee would have printed thereon a patent notice and bear 
the trade-mark "Ad-Seal-It"; and 

( i) That the licensee would pay to respondent by way of liquidated 
damages a specified sum in the event of failure to sell the bands at 
the prices established by respondent or of failure to supply respondent 
with duplicate invoices. 

PAn. 11. Respondents' predecessor corporation, The Aclsealit Corp., 
entered into an agreement with '\Vestern '\Va:xed Paper Co., a Cali­
fornia corporation which is now a division of Crown-Zellerbach Corp. 
of San Francisco, dated September 22, 1931. Said agreement recited 
that respondent "owns or controls certain inventions covering the 
said Adsealit advertising and the method of its application, and 
Letters Patent of the United States No. 1,818,923 issued August 11, 
1931, thereon~' and "owns trade-mark and/or other priority rights in 
the word 'Adsealit' ;~; and provided, in part: 

(a) That '\Vest ern would have the exclusive right to make, use, 
and sell Adsealit advertisements in the States of California, Oregon, 
vVashington, Idaho, Utah, Nevada, Arizona, and :!\fontana; 

(b) That '\Vestern Yvoulcl have the right to use the name "Adsealit" 
upon the Adsealit advertisements manufactured and/or used and/or 
sold by '\V estern pursuant to the agreement; 

(c) That Adsealit would refrain from operations in the above­
named States with reference to Adsealit advertisements; 

(d) That '\Vestern would pay to Adsealit 163,4 percent of its gross 
sales of Adsealit advertisements; 

(e) That '\Vestern would supply Adsealit with duplicate invoices 
of all sales of Adsealit advertisements and that Adsealit would have 
the right to inspect the manufacturing operations of '\Vestern con­
cerning Adsealit advertising and its records and accounts relating 
to same; and 

(f) That the agreement was to continue for a period of 25 years 
from the date thereof unless terminated as provided therein. 

By an addendum dated October 23, 1931, to the aforesaid agree­
ment, the territory in which vVestern was granted the exclusive right 
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to make, use, and sell Adsealit advertisements was expanded and the 
basis for calculating the royalty payments was changed. 

PAR. 12. Respondent's predecessor corporation, The Package Ad­
vertising Corp.~ entered into an agreement with vVestern vVaxed 
Paper Co., dated September 23, 1936, supplemental to the aforesaid 
agreement dated September 22, 1931~ which provided among other 
things that The Package AclYertising Corp. would protect "\Vestern 
"\Vaxed Paper Co. from invasion of its exclusive territory by any other 
manufacturer of said "patented bands," whether made by another 
licensee of respondent or other\rise. It was agreed that in the event 
of discovery by "\V estern of the presence of any of said "patented 
bands," other than those sold by "\Vestern, in its exelnsive territory 
and if, after giYing notice to respondent, the matter was not cleared 
up, "\Vestern could impound all royalties clue respondent until re­
spondent eliminated all "outlaw bands" from "\Vestern's exclusive 
territory. 

PAR. 13. Responclenfs predecessor eorporation, The Package Ad­
vertising Corp., entered into an agreement with "\Vestern "\Vaxed 
Paper Co. on April 13, 1936, purporting to grant to "\Vestern a non­
exclusive license to make and sell Ad-Seal-It bands in that territory 
of the United States situated east of the Rocky Mountains and to sub­
license the purchasers thereof to use said bands. The terms of this 
agreement were substantially the same as those of the other non­
exclusive license agreements between respondent and the various 
waxed-paper manufacturers hereinbefore described. 

P.m. 14. Under the provisions of the aforesaid license agreements, 
licensees of respondents wepe required to, and did generally, have 
printed on bands manufactured by them respondent's trade-mark 
"Ad-Seal-It," the numbers of respondent's patents, and the name of 
the manufacturer. For example, bands manufactured by "\Vaxide 
Paper Co. bore the following: 

"AD-SEAL-IT"-Patented (1,818,923 & 1,849,774) 1\lfcl. by 'Vaxicle Paper Co., 
St. Louis, l\Io." 

P.m. 15. Respondent, in the course and conduct of his said business 
and in accordance "\vith the provisions of the agreements hereinbefore 
described, established uniform delivered prices at "\vhich his nonexclu­
sive licensees were required to sell, and did sell, printed waxed-paper 
bands to bakers. That part of the United States in which the so-called 
nonexclusive licensees were engaged in selling Ad-Seal-It bands was 
divided into three zones, "\vhich were referred to as zones 1, 2, and 2-A, 
respectively. These zones were the same in geographical scope as 
those used in the waxed-paper industry. Zone 1 comprised that ter-
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ritory located within the Northeastern section of the United States. 
extending ·west and including both banks of the l\fississippi River and 
bounded on the south by the northern line of the State of l(entncky 
and the southern line of the State of Virginia. Zone 2 consisted of 
the States of North Carolina and Tennessee and inelnded also that 
area located north of the States of Arkansas and Oklahoma and \\est 
of the l\1ississippi River to the western boundaries of the States of 
South Dakota and Nebraska. and then on a ·direct line extending south 
through the State of Colorado to its southern boundaries. Zone 2-A 
comprised all those States east of the Rocky :Mountains not included in 
zones 1 and 2. 

The remainder of the United States was the exclusive territory of 
'Vestern " ... axed Paper Co. pursuant to the agreem·ents between re­
spondent and ''T estern hereinbefore described. Respondent, however,. 
did not fix or establish the prices at which the said 'Vestern sold Ad­
Seal-It bands in its exelnsive territory. 

P"\.R. 16. The provisions of the nonexclusive license agreements 
which required that the licensees sell Ad-Seal-It bands at prices not 
lower than those established and fixed by respondent were enforced. 
Instances of variations between the prices quoted and charged by any 
licensee and the prices established by respondent 'Yere immediately 
brought to the attention of the lieensee involved. Such instances were 
generally clue to mistakes in billing which were subsequently corrected 
by the licensee inYolved, with appropriate adjustments thereafter be.­
ing made. There ''ere occasions when some licensees established ad­
ditional quantity brackets for Ad-Seal-It bands, but the prices appli­
cable thereto were higher than those established by respondent for the 
next largest quantity bracket. 

P.m. 17. In accordance with the provisions of the agreements here­
inbefore described, the lieensees under the agreements were required 
to and did furnish respondent with duplicates of invoices covering 
sales of Ad-Seal-It bands. Also, said licensees \vere required to and 
did f1unish to respondent a monthly statement of their sales of Ad­
Seal-It bands, and remitted monthly payments to respondent to cover 
the amount of royalties due. Respondent employed auditors to eheck 
the reeords of the various licensees from time to time to determine 
whether the amounts of royalties reported and paid by the licens-ees 
were correct. 

From the year 1931 through 1945 the lieensees of respondent paid 
in the aggregate approximately $1,300,000 in royalties pursuant to the 
provisions of the license agreements. 
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PAR. 18. In accordance with the provisions of the exclusive license 
agreement with 1Vestern vVaxed Paper Co., respondent endeavored 
to prevent, and did prevent, invasion of Western's exclusive territory 
upon being advised of the shipments by others of bands into such 
territory. In 1936 respondent began litigation against the Ohio 
Wax Paper Co. for breach of its license agreement by having made 
shipments of bands into \Vestern's exclusive territory. In 1937 a 
consent decree was entered by which Ohio vVax Paper Co. was en­
joined from shipping bands outside the territory defined in the 
agreement. The Specialty Papers Co., in 1937, also discontinued 
the shipment of printed waxed-paper bands into the exclusive terri­
tory granted to 'Vestern at the insistence of respondent and made a 
payment to cover royalties due upon the sale of such bands which had 
been shipped to the Langendorf United Bakeries, Inc. The bands 
sold and shipped by Ohio vVax Paper Co. and Specialty Papers Co. 
to the Langendorf United Bakeries, Inc., were not referred to as 
Ad-Seal-It bands but were used for the same purposes as Ad-Seal-It 
bands and were identical with such bands with the exception that they 
did not bear the trade-mark "Ad-Seal-It." 

Other instances of the sale and shipment of printed waxed-paper 
bands into the exclnsiYe territory of 'Vestern were brought to re­
spondent's attention for corrective action; For example, the Pacific 
'V a,xed Paper Co., Seattle, "\Vash., manufactured printed waxed paper 
bands for sale to bakers located in the exclusive territory granted to 
'\Vestern. Bakers who were customers of the Pacific "Taxed Paper Co. 
were contacted by respondent and advised that they were infringing 
upon respondent's patent rights by using bands purchased from 
unlicensed sources. In J\iarch 1936, Pacific 'Vaxed Paper Co., after 
being advised by bakers of respondent's warnings, entered into an 
agreement with 'Vestern \Vaxed Paper Co. which provided that 
"\Vestern would grant to Pacific the right to make, use, and sell Ad­
Seal-It bands in "!estern's exclusive territory at prices established by 
vVestern. 

PAR. 19. The prices fixed and established by respondent at which 
nonexclusive licensees were required to sell, and did sell, printed 
waxed-paper bands to bakers w~re substantially higher than the 
prices charged by waxed-paper manufacturers who were not ljcensees 
of respondent for bands sold to bakers and used for similar purposes as 
Ad-Seal-It bands. 

The American Bread \Vrapper Co. began producing and selling 
printed waxed-paper bands about 1921 and continued until about 
1938, when its operations ceased. The bands manufactured and 
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sold by American Bread vV rapper Co. were used for similar purposes 
as the bands known as Ad-Seal-It bands. The American Bread 
vVrapper Co: never entered into a license agreement under respondent's 
patents although Stich a license was offered to the company. Among 
the customers of American Bread vVrapper Co. who bought printed 
waxed-paper bands was \Vard Baking Co. The prices at which 
American Bread Wrapper Co. sold bands to \Vard Baking Co. were 
lower than the prices established by respondent for Ad-Seal-It 
bands. 

The General vVaxed Papers, Inc., of Chicago, manufactured and 
sold narrow printed waxed bands which it referred to as "narrow bread 
wrappers" in competition with Ad-Seal-It bands. This company 
never entered into a license agreement with respondent, although such 
a license was offered to the company by respondent with the assurance. 
that uniform prices would be maintained. General vV ax priced and 
sold its narrow bread wrappers on a hundredweight basis in the same 
manner as wide bread wrappers. The prices at which General vVax 
sold its narrow bread wrappers were substantially less than the prices 
established by respondent for Ad-Seal-It bands. 

PAR. 20. The \Vaxide Paper Co., St. Louis, l\lo., a licensee of re­
spondent, sold printed waxed paper bands to Petersen Baking Co., 
Omaha, Nebr., as early as 1929. Prior to about 1939 or 1940, the bands 
sold by vVaxide to Petersen Baking Co. \Yere sold on a hund1~ed-weight 
basis. Such bands "·ere not called Ad-Seal-It bands but were used 
for the same purpose as Ad-Seal-It bands. In 1939 or 1940, \Vaxide 
beg<tn selling bands to Petersen Baking Co. at the prices established 
by respondent, which prices were substantially higher than those 
previously charged by "T axide on a hundred \Ieight basis. 

PAR. 21. The Kalamazoo Vegetable Parchment Co., Kalamazoo, 
Niich., entered into a license agreement with respondent on ~1ay 17, 
1933. The company had been manufacturing and selling printed 
·waxed-paper bands prior to entering into the aforesaid agreement 
with respondent. Such bands ''"ere used by bakers for the same 
purposes as Ad-Seal-It bands, although they were not called Ad­
Seal-It bands. After beeoming a licensee of respmident, Kalamazoo 
began selling Ad-Seal-It bands at the priees established by respond­
ent, whieh were from 5 to 24 eents per pound or from 33 to 131 pereent 
more than those charged prior to beeoming a lieensee. 

PAR. 22. Some manufacturers of printed \\axed-paper bands en­
tered into the aforesaid agreements with respondent as a result of 
threats of patent-infringement suits. Others of sueh manufacturers 
entered into the said agreements 'vith respondent beeause of induce-
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ments in the form of a higher and uniform price structure on Ad­
Seal-It bands. The Ohio vVax Paper Co.~ for example, was informed 
by respondent that it could not make and sell printed waxed-paper 
bands without infringing upon respondent's patents and Ohio 'Vax 
Paper Co. was offered a lieense to make and sell such bands. Ohio 
vVax Paper Co. at first refused but later entered into a lieense agree­
ment with respondent after some of its competitors had suggested 
that it do so beeause respondent was going to maintain a good priee 
on the bands. Respondent's promise of priee uniformity and price 
maintenanee was the main reason why Oll.io \Vax Paper Co. entered 
into the agreement with respondent. 

The Detroit \Vax Paper Co. became a lieensee of respondent on 
Deeember 1, 1931, after having been informed by respondent of the 
existence of his patents and of the necessity of the company becoming 
a licensee so as to avoid liability for infringement. Subsequently, 
certain differenees arose between Detroit \Vax and respondent and 
Detroit refrained from paying royalties to respondent, eontending 
that the patents on which the royalty payments were based were in­
valid. Detroit \Vax Paper Co. continued manufacturing and selling 
printed waxe.d-paper ba.nds during a period of about 2 years. On 
1\-Iay 15, 1939, respondent and Detroit \Vax Paper Co. entered into a 
new license agreement. In J u]y 1939 a mutual release was executed 
between respondent and Detroit \V ax in full satisfaction of all cliffer­
enees between the parties, but Detroit \Vax refused to pay m1y royal­
ties on the bands manufaetnred during the aforesaid 2-year period. 
Detroit \Vax eonsiclered it more eeonomieaJ to enter into the license 
agreement and exeeute the release than to further challenge respond­
ent's patents. 

PAR. 23. None of the lieensees under the aforesaid agreements have 
eve.r used the methods covered by respondent's patents, nor have any 
of such licensees ever granted an oral or written sublicense to any­
one to use such methods in the packaging of bread and other bakery 
products. The licensees were generally aware of the existenee of 
respondent's patents but were unfamiliar with the nature of the 
patents. 

PAR. 24. As a result of the uniform minimum prices, terms, and 
conditions of sale established and maintained by respondent, as afore­
said, price competition among and between respondent and other man-

. ufacturers of printed waxed paper bands has been substantially 
eliminated, and as a result of the territorial restrictions imposed by 
respondent upon his licensees, as aforesaid, manufacturers of printed 
waxed-paper bands have been prevented from selling said procluctin 
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the exclusive territory of "'"7estern "'Vaxed Paper Co., the consequence 
of all of which is to tend to create a monopoly in respondent in the in­
terstate sale and distribution of unpatented printed waxed-paper 
bands. 

PAR. 25. The Commission finds that the acts and practices of re­
spondent of coercing, persuading, inducing, or otherwise causing other 
manufacturers of printed waxed-paper bands, an unpatented product, 
to enter into the aforesaid license agreements purporting to grant to 
said other manufacturers of printed waxed-paper bands a license to 
make and sell printed waxed-paper bands to be used in practicing 
respondent's invention and the right to use respondent's trade-mark 
"Ad-Seal-It," and the acts and practices of respondent done and 
performed in furtherance of and pursuant to said license agreements; 
of fixing, establishing, and maintaining the prices, terms, and condi­
tions of sale at which, and of designating, limiting, and controlling 
the territories in which, said other manufacturers of printed waxed­
paper bands might sell same, all have a tendency and capacity tore­
strain, restrict, suppress, and eliminate competition in the interstate 
sale and distribution of said product. 

CONCLUSION 

The aforesaid acts and practices of respondent constitute unfair 
methods of eompetition within the intent and meaning of the Federal 
Trade Commission Act. 

ORDER TO CEASE AND DESIST 

This proceeding having been heard by the Federal Trade Commis­
sion upon the complaint, answer of the respondent, testimony and 
other evidence in support of and in opposition to the allegations of the 
complaint taken before a trial examiner of the Commission theretofore 
duly designated by it, reeommended decision of the trial examiner and 
exceptions filed thereto, briefs, and oral argument of counsel, and the 
Commission having made it findings as to the facts and its conclusion 
that said respondent has violated the provisions of the Federal Trade 
Commission Aet: 

It 'l8 ordered, That the respondent, Henry J. Taylor, imlividually, 
and trading under the name and style of The Package Advertising Co., 
or any other name, his agents, representatives, and employees, directly 
or through any corporate or other cleviee, in or in connection with the 
offering for sale, sale, and distribution of printed waxed-paper bands, 
or any similar product, to be used as inserts or outserts in eonnection 
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with the wrapping of bread or other bakery products, do forthwith 
cease and desist from coercing, persuading, inducing, or otherwise 
causing other manufacturers, or distributors of printed waxed-paper 
bands to enter into, continue, eooperate in, or carry out, any agreement 
or understanding with respondent, whether or not based upon respon­
dent's patents and trade-mark, for the purpose, or with the effect, of 
fixing, establishing, or maintaining the priee or terms or eonditions 
of sale at whieh, or designating, limiting or controlling the territory 
the territory within which, sales of printed waxed-paper bands not 
manufactured or sold by respondent shall be made. 

It is further orde1·ed, That respondent shall, within 60 days after 
service upon him of this order, file with the Commission a report in 
-writing, setting forth in detail the manner and form in which he has 
complied with this order. 
































































































































































































































































































































































































































































