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Decision 51 F. T. C.

IN THE 2dATTER OF

STENOGRAPHIC MACIIINES, INC. ; LASALLE EXTENSION
UNIVERSITY: AND THE STENOTYPE CmJPANY

ORDER , OPI:!.nON : ETC. , IX REGAHD 'TO THE .ALLEGED VIOLATION OF THE
:FEDERAL T1L\DE COJDIISSIOX ACT

Dod:et (;076. Complaint , Jon. lt 1953 Deci8'ion , Jj(1T. , 1955

Order prohibiting- an agreement he tween the only two distributors of mechanical
shorthand machines in the Vnited States to divide the market between

themselves, one to confine its sales and solicitations mainly to private com.
mercial schools or colleges while the other limited its activities mainly to

home-study and corre.spondence students.

Before 1111'. J okn Le?Dis hearing examiner.
. Mr. George 1V. Wiliam. ane! 21,.. Paul Il. LaR, for the Commis-

SIOn.

111oB1oide Ba7ce'' of Chieago , Ill. , and Davies , RichbeTg, Tydin
Beebe Landa of iYashington , D. c. , for Stenographic Machines , Inc.

Staehlin Jantomi of Chicago , 111. , for LaSa11e Extension Uni-
yersity and The Stenotype Co.

INITIAL DECISIOX BY J onx LE'VIS, HK\RING EXAl\fTXER

STA'l'E:\IE::T OF THE CASE

The Federal Trade Commission issued its compla.int against t.he
above-named respondents oll.T anuary 14 , 1953 , charging them with the
use of unfa,ir Inethoc1s of compet1tion and unfair and deceptive acts and
practices ill commerce in violation or the Federal Trade Commission

Act. Copies of said complaint a.ndnotice or hearing ,vere duly served
upon respondents. Said complaint. charges, in substance, that re-
spondents on Xovember IG , 1D48 , and thereafter , agreed to divide , and

did divide , among tllcmselves the customers in the mechanical short-
hand market, thereby tending to Emit competition and create a
monopoly in said market.

Respondents appeared by counsel and filed motions to dismiss the
complaint based , in substance on the insufIciency of said complaint
and the mootness of this proceeding by reason of the eaneel1ation of the,
alleged a.greemcnt of November 16 , 1948. Said motions were denied

by order of the undersigned hearing examiner da.ted -:Jarcl1 1 $) , 1953.

Thereafter, saiel respondents iiled t.heir separate answers , in which they

denied having engaged in any illegal practices as charged.
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Pursuant to notice , hearings were held before the undersigned hear-
ing examiner , theretofore duly designated by the Commission to he,
this proceeding, in Chicago : I1linois , on various elates between Ia.y 4
ID53 and February 3 , 1954. .At said hearings testimony and other
evidence were offered in support of and in opposition to the allegations

of the complaint , which testimony and other evidence were duly re-
corded and filed in the offiee of the Comrnissioll. All parties were
represented by counsel , participated in the hearings , and were af-
forded full opportunity to be heard , to examine and cross-examine
witnesses and introduce evidence bearing on the issues. At the con-

elusioll of the evidence offered in support of the complaint, motlons
,yere filed by respondents to dismiss the complaint for insuffciency of
evidence , and a separate motion was fi1ed by respondent Stenogra.phic
J\1achines , Inc. to strike certain documentary evidence consisting of
correspondence bebveen the other two rcspondents and third persons.
Said motions were denied by order of the examiner dated October 23
1953. At the dose of all the evidence proposed findings and con-
clusions , together ,yith reasons therefor or supporting briefs , were
filed by counsel for respondents and counsel supporting the complaint,
all of which haTe been carefully considered. Xo request for oral argu-
ment has been received from counsel.

lJpon consideration of the entire record herein , and fr01Tl his observa-
t.ion of the wjtness( , the hearing examiner makes the following:

FIXDI::GS OF FACT

1. The Business of Respondents

A. Respondent LaSalle

Respondent LaSalJe Extension University (sometimes referred to
herein as LaSalle) is a corporation organized , existing and doing
business under the laws of the State of 11Jinois, with its principal

offce and place of business at 417 South Dearborn Street, Chicago

Illinois. Said respondent operates what is commonly known as a
correspondence school , through which it teaches a variety of subjcets
hy the correspondencc or home-study method. Among the courses

conduded by said respondent is one in the training of students to take
didation by means of a mechanical shorthnnd machine known as the
Stenotype , which is sold in conjunction .with said course, the C011rse
of instruction being designated as Stenotypy.

The Stenotype machine has been manufactured for LaSalle by
other companies , in accordance with LaSaUe s specifications. The
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prototype of the machine was acquired by LaSalle in 1927, when it
purchased the assets of the bankrupt Stenotype Company of Indian-
apolis. From approximately 1928 to 1936 the Stenotype machine was
sold by LaSalle largely to students taking respondent's course in

Stenotypy by the correspondence or home-study method , and to a
lesser extent to business schools. However, starting approximately
in 1936 , LaSalle began to sell said machine to students enrolled in
schools known a.s "Stenotype Institutes ' which LaSaDe assisted in
organizing. Although privately owned and operated , said institutes
were affliated with LaSalle under a franchise or other contractual
arrangement. The only courses of instruction offered in such schools
,vere courses in Stenotypy, as distinguished from the average business
school teaching a variety of commercial subjects. LaSalle assisted
in the training of the teachers at such schools and awarded certificates
to students upon satisfactory completion of the course. The owner
0T manager of such school WilS de.signated by LaSalle as its Registrar.
The students enroJled at such schools signed a. dual form or contract
with LaSalle and (he school. The contract with LaSalle provided for
the purchase by the student of the Stenotype machine, texts , lessons
oml 01 her material from LaSol1e , and the contract with the school pro-
vided for the furnishing of instruction to the student by the school

and the payment therefor by the student. Separate payment was
made by the student to LaSalle and the school , respectively, under the
dual contract. This arrangement was known as the "Cooperative
Plan.

Some of the independent business schools to whom LaSalle sold
had an arrangement similar to that of the Stenotype Institutes in that
they operated under a rranchise from LaSalle ami had a similar COIl-

tractual arrangement for the purchase of Stenotype machines an,l
text materials , and the payment or tuition. In the case or most in-

dependent business schools , however , there was no such formal rela-
tionship with LaSalle and they purchased machines or text material
from time to time on an individual-transaction basis.

During the latter part of 1948 , LaSalle abandoned its so-caJled co-
operative plan or operation and began seHiIlg its machines , texts and
lesson materials to the schools as a unit , with the latter making their
own separate arrangements with the students ror the purchase or the
machines and materials and the payment of tuition. This method or
operation was known as the "Package Plan" for the reason that all
or the physical material , including the machine, was sold to 1he school

lOne of' LaSalle s offcials estimated that approximately 10. percent of the indepclldent

s\'J10018 operated nnder this plan.
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as a package. Under the Cooperative Plan , LaSalle had paid a com-
mission to its salesmen on each sale of a machine and the accompany-
ing material , a.s well as on the amount of tuition from the student
although LaSalle itseJf received no direct benefit from the tuition since
that amount weut entirely to the school. Under the Package Plan
the school did its own seUing to the students , and LaSal1e was not obli-
gated to pay a.ny commissions on such sales.

B. Respondent Stenotype

Respondent The Stenotype Company (sometimes referred to herein
as Stenotype) is a corporation organized , existing and doing business
under the laws of the State of IUinois, and has its principal offce and
place of business at 417 South Dearborn Street, Chicago, 11linois.

Respondent Stenotype is a wholly owned subsidiary of respondent
LaSalle , and was organized in 1937 for the purpose of handling La-
Salle s Stenotype business , including the sale of Stenotype machines
textbooks and lesson materials to Stenotype Institutes , independent
business schools and home-study students. During the latter part of
1048 respondent Stenotype became inactive , and its functions involv-
ing the sale of courses or machines to institutes , business schools a,
students were thereafter carried on directly by respondent LaSaUe.
During the period of its operation Stenotype mainbtine.d no separate
books and records, and its oIIcers \vere identical with LaSalle

C. Respondent Stenogmphic

Respondent Stenographic :\Iachines, Ine. (sometimes referred to
herein as Stenographic) is a corporation organized , existing and doing
business under the laws of the State of Illinois, with its principal
offce and place of business at 318 South lichigan A venue, Chicago
Illinois. Said respondent was organized in 1938 by .Milton H. Wright
a former offcial of LaSalle who , while he was with the latter , had been

in charge of the sale of Stenotype conrses and machines. Stenographic
developed its own mechanical shorthand machine , known as the Steno-
graph , and its own text materials. The Stenograph machine is in maIlY
respects sirnilar to the Stenotype, both being aclapt.ations of the orig-
inaJ St.enotype which LaSalle had acquired in 19:27.' Stenographic
machine and the text materials prepared by it for use in connection
therewith are sold to various independent business schools and to
certain institutes formerly affliated with LaSalle. Up to H5:2

It may be assumed that tile patents for the original Stenotype had already expired
when Stenographic put out its machine.
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St.enographic did not manufacture its machine , but had it produced
by another company in accordance with Stenographic s specifications.
However, in 1952 it acquired its own plant and has been JTlanufactllr-
ing the machine itself.

D. The ReZ"tion8 Between the Two Croups

During the latter part of 1947 LaSalle cancelled its contract with
the company ",vhich was then making its machinc, for the reason that
it could not agree with the manufacturer on the price of the new model
which the latter was seeking to develop for it. After several Ullw

successful attempts to procure another manufacturer , LaSalle entered
into negotiations 'ivith respondent Stenographic for the purpose of
having the latter manufacture its machine. The agreement between
the two companies , which was signed on November 16 , 1948 , provides
t.hat Stenographic wi1l develop and manufacture for LaSalle a ne\\
model Stenotype machine , and that, pending completion of the n0W
model , Stenographic would se1l to LaSalle a certain number of its
own Stenograph machines at a stipulated price per machine. It was
agreed that upon completion of the new Stenotype machine LaSalle
would pay Stenographic an amount equal to the factory cost of the
machine , pJus $10.00 per machine. The contract was for a period of
five years and obhgated LaSalle to purchase at least 5 000 machines
per year during the term of the contract. Due to a decline in its
business , LaSaUe did not actually purchase the full number of ma-
chines provided for in the agreelnent 3 ""which was terminated on ,J fltl-
liflry 8 , 1953 , and was superseded by a Hew arrangement in the form
of a letter, under which LaSalle was relieved of the obligation of
purchasing any specific nurnber of machines from Stenographic.
Under the JIew arrangenwnt Stenographic was to continue making the
Stenotype machines for LaSalle in accordance with the latter s nee.ds

the price thereof to be determined at the time of each order , snch
orders io be placed for a six-month period. The llew arrangement
was for au indefinite term ubject to cancellation by either party
npon two years : notice in advance. Until it acquired its own plant

1952 , the machines produeerl for LaSalle under the contract were
actual1y manufactured by the firms which made Stenographic s own
machine.

3 The IIJ!nlJpl' of machines actually delivered to LaSalle is as follows:
184!L

----_---

--------- 3, 090 195L

------___ ---

----- 3, 858
1!)50u__

----------

--- 4 232 1952-

--_--__------

------- 2, 231
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E. Position ,in the Ind-ust1'Y

Outside of the LaSalle-Stenotype group and Stenographie, there
are no othcr companies in the market at the present tinJe distributing
a meehanical shorthand machine. This situation has existed , substan-
tially, since the date of the agreement between the two groups on
ovember 16 , 194- , and for several years prior thereto. It is there-

fore apparent, and is so fonnd by the hearing examiner, that the

respondents dominate the mechanical shorthand market.

F. The Interstate C01n1nerce

The record establishes , and it is So fonnd , that the respondents sell
and distribute their respective mechanical shorthand machines in the
various states of the United Stntes , and in the District of Columbia.
and that said respondents mainta.in; that at all times mentioned

here,in they have mnintained , a regular C011rse and current of trade

and commerce in said machines between and among the various states
of the Lnited States and in the District of CoJmnbia; and that their
voJume of trade in saiel machines has been , and is , substantial.

II. The IllegaJ Practices

A. Back,qTound and IS8l168

The complaint herein charges in substance that Stenographic and
LaSa1le ente.red into an illegal agreement or understanding to divide
the market in mechanical shorthand machines , in pursuance of which
Stenographic was to coniine its sa.les a.nd solicitations mainly to pri-
vate commercial schools or colleges, and LaSalle (including its sub-
sidiary Stenotype) was to confine its sales and solicitations mainly
to home-study or correspondence students. This agreelnent or un-

derstanding for a. division of the market is alleged to have arisen ont
of the agreement of NoveJnber 16 , 194- , between Stenographic a,
LaSalle. In addition to reliance upon the language of the agreement
(particularJy Clause 7 thcreof), counsel supporting the complaint
rclies on a number of letters which passed between the respondents
and 011 certain correspondence betwecn LaSalle and its customcrs 
potential customers, which correspondence counsel cla.ims refleets the
understanding ren.ched in the agreement of Kovember 16 , 194: , to the
extent that sl1ch understanding may not be entirely clear from the
written agreement. Counsel supporting the complaint called as his
,,,itnesses vnrio11s officials of respondents and sought , with varying
degrees of Sl1ccess , to get them to accept his interprctation of ,dlat

423783-58-
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they meant or intended by certain of the language used in the agree-
ment and the various items of correspondence.

In offering their defense respondent.s relied on substantially the

same witnesses as those called in support of the complaint. It was
the general contention of these witnesses , at both junctures of their
test.imony, t.hat counsel supporting t.he complaint had improperly in-
terpreted the language of the agreement and the correspondence, and
t.hey sought to show that the language used was consist.ent with a
non-culpatory purpose OIl their part. Respondents further endeavored
to show , through certain figures and summaries taken from their
records , that not only was there no agreement by LaSalle t.o give up
it.s school business and eon fine itself mainly to home-study st.udents
but that LaSalle s school business has actually increased since the

agreem en t.
The basic question for decision : therefore, is whether the illterpre.ta-

hon of the agreement and correspondence urged by counsel supporting-
the complaint is the corrcct one. In order to determine this question

it is necessary to rcfer to the actual Jangw:ge. nsed in the docnmentary
evi(lence and to consider it in the light of respondents ' explanations
thereof. To the extent that there is ftIl)' doubt as to what -was meant
or intended in the written agreernent and cOJ'respondence , the evidence
ofl' creel by l"esponclents to show whether there was allY actual division
of the market will have a bearing in resolving snch clOllbt.

R. TILe .Ag'lemnent of IVODe'nbcr , 19.48

As previously indicated , the agreement of :Yovember 16 , H). , bc
tween LaSalle and Stenographic deals with the development of a new
model Stenotype maehine. by Stenographic for LaSalle , and fixes the
number of machines to be purchased and the prices to be paid by
LaSalle , and contains other provisions with respect 1:0 ownership of
tooJs and dies , the duration of the contract and liability Uwrennder.
However , the agreement contains one clanse upon "\",hich counsel sup-
porting the complaint relics particularly as supporting his contention
that the transaction involved an illegal understanding with respect to

4 In their motion to dismiss at the close of the c'\idence in support of the cOI!\!11rlint
l'E'sponuents appearell to take the position that the lack of eddellce of all . actuctl di,ision
of tl1e market was fatal to the case of conn!;!'J supportilJg the complnint. For the feasons
fiJlpe:l1ing in the examiner s order of October 29, 1\153 , denying tile JUotiO!l to dismiss
the eXllniner concluGed tllat a showing of an acttHll rlivision of the ilHrket was not a
necessary element of the pri' ma jacie case where the e,idence was otherwise suffcif'Dt to
estalJlish t11e consummation of :In a r('cment of tlJe type cJwrged. Respondents now
appari'ntJy accept the correctness of tbis position , but urge thut in (jetennining ",.hether
fin illegal ag:reeJJent was ever entered into , tl1e f.'lct that there was no actual division of
the market is a factor to lie taken into eonsirleratioll.
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a division of the market. The clanse in questioll
of the agreenwllt, reads as follows:

which is number 7

.. It is ull(1el'stood and agreed that LaSalle desil'es to promote the sale of
tenut:rpes by it 1:0 purchasers of its correspondence courses , and through certain

11liY8te StenOType institutes I1mv in existence where sales ::re made by salesmen
l1H1er contract ,yilh the Stenotype Company or LaSalle. With resped to any
dHl()l whose contl'ad is 1erminatc(1 , Stenognq)hic, upon notice in writing from

allf' of such termination , shall thereafter uffer tenogl'aphs to such school

,it ren(Jgrnphic s I'egulnr Ii,:t prices , term,' alll conditions.

The explanation for the inclusion of this clause , given by E. J.
Kendall , LaSalle s t1'eaS11re1' , who re.presented that company in the
J1egot.iations, WHS that it was inserted on advice of counsel " to protect
11S from sib1e bwsuit when and if somebody should be left without
JnHchines or courSes because of termination of a contract." \Vhen

Kendall "' as askerl whether it was contempJatecl at the time of the
agreement t.hat there would be a,ny tennjnation of contracts with some
.of the schools , he replied in the negative but added that "such things
t:do J happen in the course of bllsiness. 'Vhcn asked to explain how
his company could ha VB any liability under a contract ""iih a school
if it wcre terminated , Kendall fell back on the line of defense that he
was merely acting on 11(1".ice of counseJ and didn t know himself.
\.side from the possible inc.onsistency bet-ween Kenclalrs testirnony

regarding the tenninatioIl of contracts and his testimony clse1)hcre
that. LaSalle had no contracts with its schools 5 t.he examiner ",vas not

impressed wit.h his explanation as to why paragraph 7 wa.s put in
the agreement.

::\. H. 'Vright , who represented Stenogl'a.phic in the negotiations
a1so claimed thaL the dausc was inserted on advice of counsel , and
professed to have no understanding as to the technical and legal"
reasons for its insertion. 1101)eve1' , wh m pressed for an explanation
he stated that it was put in to protect his company from possible "in-
volvement * * * with departments of the government" arising out
of a "possible infringment of schools ' rights." Among the involve-
ments with the government mentioned by 'V right "Were "cert.ain Con-
gressional acts tha.t make it very diffcult to fix a price * * * The
IVright-Patman Act (sic), for instance." However, he again fell
back to the line of defense that he was Hot " as ",veIl nvare of Lthe tech-

nicalitiesJ as counsel was, and ",ve put this paragraph in there on advice
of counsel." Despite Wright's and Kendall's professed lack of under-
standing with respeet to this clause , which they claimed was inserted

Although I\:endalJ clilimerl at olle point tJHtt there were no contract;; with an;\ of tlle
H'bools since 1D40, thc cxaminer is convinced tbrlt tbis information is incorrect , as will
f'l E'\,' !J('rc ilJJJear
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on advice of counse\ no cHart was made to produce an explanation
by counsel, although respollllents were represented in this procee(l

ing by the same counsel who assisted in the contract negot.iations.
In connection with the proposed findings filed on behalf of Steno-

graphic, counsel states that one of the "considerations (whichJ
prompted counsel for the parties to suggest the inclusion of Paragraph
7 in the contract" was the fnct that it was contemplated some of
LaSal1c s schools might find the Package Plan less desirable than the
Cooperative Plan and be left without a source of supp1y. Aside from
the fact that this explanation by counsel in proposed lindings has no
testimonial value , the e.xaminel' callnot accept this as an explanation
of why the parties ,;ycre ac1vised to put clause 7 in the agreement. In
the first place Kenda1l testitled that the change from one plan to the
other took place in :\Tay 1948 or , at least, not 1ater than October 1948.
Unless, thercfore , Kenclall is incorrect the changeover had occnrred
before the agreement between LaSal1e and Stenographic ,yas consum-
mated. Assnming, however , as appears more likely, that the adoption
of ihe package plnn occulTed at or about the time of the contract be-
tween the respondents , it is doubtful that this was the real reason
for including clause 7 in the contract. 'Vhile it may be that the Pack-
r.ge Plan was less desirable from the school's point of view than the
Cooperative Plan , it is diffcult to see how the school stood to gain any-
thing by being given an opportunity to purchase supplies from StE no-
graphic , since this \\oul(l Inerely give it the right to purchase another
package , Stenographic s rather than LaSal1e s. If the change to the

Pa.ckage Plan has any conncction with clause 7 it is , in the opinion of
the examiner, as n concOlnitant of an arrangernent under which

aSaJIe ,yas to dc-emphasize its school hu::iness and not as the cause for
inclusion of the clause in the contract.

Turning to the actuallallguage of clause it will be noteel that it
refers to contracts with schools "nmy in existence " and provides that
LaSalle sha1l notify Stenographic when such contracts are termi-
nated , in which event the latter would airel' to service the schools.
'Vhile not expressly l';qniring LaSalle to terminate any contract , t.he
language used contains the suggestion that LaSalle won1d not try to
expand its school activities beyond t.hose then in existence , and that.
as contracts expired or "ere tenninated , n transfcr to Stenographic
would be considered. The language used is admittedly, and probably
purposely, ambiguous. lIowever , its meaning becomes fairly apparent
when considered in the light of the correspondence and other evidence
in the record. To a consideration of such evidence , in chronological
order , the examiner now turns.
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C. The COTi' esponrlence Between Respondents
Perso1ls

and lVith Third

1. The COlTcsonclence Bet\wen '1" K. Ellott and Herman Miler

During 1948 1' K. Elliott was vice- president and sales manager of
cspondent Stenotypc , and 1-1erman 1vIiller \yas the owner of The Steno-

type Complmy of California , which was LaSalle-Stenotype s exclu-

sive representative on the 'Yest Coast. 1\Iiller did business in Los
\ngeles under the namc " The Stenotype Company of California " and

also conducted a school in San Franr.sco under the Hame "Stenotype
Certified School." He had a ten-year contract as LaSalle s ,Vest Coast
representative, ,,,hich was due to expire jn Jay, 1949. During the
fall of 1948 Miller was having certain diffculty in obtaining maehines
horn LaSalle , which , for a period of about a year , hacl been without
any source of supply. Since abol1t August 1948 , :\filler had been cor-
responding with 1\1. H. 'Vright of Stenographic ill an effort to procure
machines from the latter. FolJowing a telephone conversation betwecn
Ii11er and Bl1iatt, (he latter , in a letter dated l'ovembel" 3 , 1948 , ad-

vised .Mil1er that he had talked to Wil1iam A1Jan (LaSal1e s president)
;tbout t.he matter ,ye c1iscllssed ' and that Allan had agreed with him

that. "we cannot. blame you for wanting to deal directly with ,Yright
lilder the circumstances.': The letter further continues:

lYe are fJerfer.ly willing to release YOll from your contract uncl to cancel orders
whid1 you haw on hawl with us upou re('eivt of your request. :'fr. Allan points
ont that inasmnch as t711:81'8 at the t'C1'1I 8tart of 01/1' (leallt:ith Wrfr;ht , U is el!8en-
tial that there be no 1)(S8ibihiy of 'mi8understaudiJlr;. Therefore Jle insists that
'lye must receiYc yonI' letter requesting cancellation of your contract and cancella-
tir)1 of your orders hefore advising Wrig'l1t that all is clear. Emphasis suppliedJ

The letter a150 requests that certain machines ,yhich ,ycre loaned to
:\IiJler be returned , upon receipt of whir:h Elliott \\'ould "see to it
tlwt "Tright is advised you are in the clear. :' On the same (lay \Iiller
\\Tote to ElhoH. to "coniirm Ollr agreement by telephone made today
in order to permit me to negotirlte with ?\'fr. ,Yright for Stenograph
machines. :' The letter further continues:

Tbis mo,-e if' made because of the information tbat you gave we tbat :rOll
hnye tCllfJOral'l ' (1iscon1i1l1le(1 your efforts to LJL'ug out the BC\'\ ilnehine, upon
,,\)jic:h we IUlye lJnsed onr lfist two ypa!' ' OlJerutiolls.

Othcr correspondence pa.ssed between Til1er ancl Ell10tt in ,yhich

there. vIas apparent1y discllssed the possibi1ity of it continuation of
relations bet'\":en thcm. On December 9 , 1048 , Elliott addressed the
follo\Ying 1eUer to :Triller:

I Jur,e just reccivc'd your letter (If Dcccmber 3. 'Yl1ile J realize tbat too
many lwrsonal notes JH1\"ing to do with 11 piece of business might prove em-
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barrassing or confusing later. I am going to take the liberty of tipping- rou
off to something else which I have not told ;\'011 before this time.
r think I dicl tell you that \YC ban' arranged with Wright to manufaefl1C

bur ne\Y Stenotype machine. Our rlHH;hine will be a Stenotype, entirely dh-
tinctive. and wil be the same in appearance as the pictures which you have
seen. However. there wil he enough standard parts i.n the two machines so
that it wil lower the manufactming costs for both of us and it looks like we-

wil both come out better from the cost standpoint. Saturally, this deal entai18

80me agreement.s between U8. One oj those agreements was tliat ,we 'wou.ld not
try to steal cllstomers from each uther, We agreed If;ith 1rri.rli that 'we u:ollirl
not try to open an1J new schools 'It'liiell (/rc not at 1II' (,&(,lIt fl' allddsedif lie 1I(/.

another school in the immediate territo/'y, It 1(:(18 0(1/'('('( tliot 'hOIl1d (I scllOot
wish a tranchI&G and i,n the event 1rriyht ('onld '/ot S(/ti I!f hi'in OJ' h(' did

not want to do busIness 'IcUh the Etcllograph people, theil, 1rl'Iyflt 1co'lld relNt.

him to us a,nd u:e could go ahea.(I.
The reason I am tellng yon tbis is bccau,"e liS a re:-ult ()f JIy effort to l'()())wratL'

with ;you and do 'That you asked me to do, on the pJwlJe, 'H' t(Jlc1 \Vl'ight (-1nH

In vicw of the cil'C1U11SblIces, we had no objection to yon!' negotiating' with
him, Now if he hol-ds 118 to the terms oj the oyrcelicut 11:(' C(I'nno! rC'Icr;otiut(.
with you. unless lie releases YOIl to H8. I know all this sOl1mls rather silly ill

a letter , hut do YOll get the picture'! 'Yhell yon requested tbnt we CfiH:et ,V(ll1l'

contract, I immediately told \Ydg:ht I hDd the request awl ,,"e were ,,,iling r'l
go along with YOll in complying with yOl1r reqnest , even llHJlg-h at the ;lIlW-

time I wrote yon and called yonI' attention to several derails in connec.liol1 wirh
the cancellatioJl, Nat' l/ralljJ 1((' are. 1-U.l al/XIOIIS /lot to I/pset t7li8 (/ru! !In""

that 1ve have it elich-rufJ 1JI'ctty Iccll, aill I fra)!kly do iW/' know .iu. f wlHIf

W1"ght' s attitude 18 fJoi,lIr/ to be if we tellhill yon havE' rl1nngccl your miud anri
want to continue doing business ,,,ith us.

I think you should ba'-e this inside infonnatio,ll bel:anse I do not "- !wt .I
to feel that we are trying to get rid of ,-on, I told "'right in the first plar:e

that it was all 1';;2ht to negotintc ,,,ith yon bpNluse ;\011 asked me to. Xmy
if he fig-ures yon (!'e his baby, it migllt cause tronhle if I tell bim that rllt
deal is off,

If 1J;e ca,n 1CQrk tt ont u;, fth J1. H. LIVrightJ, it wil be JlPt'es:-al'Y that we rilrt
out from scratch dth yon alHl that means a new (:ontrac:t " * ':'

* '" * The best tbing you conld do at: this time would be to wdte l1S indicnring

that you would be willing to consider a ne'y cnntrac1 on the saHle basi;; 11:- tilE'

other major schools, so that I can :'s nre (Jill' peoille that yO\1 arc intere;;ted in
going right along \yith us nnrll'r the new plan, \.s I . 1 do 'liOf kllOl!' jll.

1vhat Wright.'s atti.'ldei. goin fJ t.o lie but I am sure wc can ('!nT - morc wpig-ht in

discussing the matter with him if we are sure that, tbere is going to be ,110

qucstion concerning your (leul if anti when yon comr b,H:k lo n
You understand of conrse that this is a little IJerSOllal note to you and not

ofIcial. I am not answering yonI' offcial letter und ca,nJ1ot (10 so until I g-et

the go ahead from the boss, If you cun see yonr 'yay cleftr jo writing me along
the lines I hl,,-e suggested , I know it 'will help me in :-rraigbtening this thing- llJl-

both here and ,YiU1 1\1. II, IEmpl1asis snpplied.

Further reference to the, arrangement with Stenographic nppCilI'S

in a Jetter from El1iott to Mil1er, dated anuHry 26 , 1949 , as fol1ows:
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Your letter of .January 17 seems to clear things a..yay pretty well ana con-
sideration of a new contract that wil be in 1ine with the contracts which wil
be issued. to Kew York , Chicago and other major offces. There is one point
remaining which must be cleared a\vay before we can proceed. You. wUl1-ecall
1 mentioned in another letter that we har;e an agreement u.Ith Wright not to
hlterfere with schools lchich arc doIng bus'iness lcUh him. At your request
we tolr1 .Wright that we had no objection to your doing business with him and
there Is now some possIbility tllat Wright Is goIng to cOJJs-iCI' you, ow; of his
schooll? and this wil make the situation rather awkward.

Kendall tells me that Wright told him , in a conversation with him the other
day, that you had indicated a desire to ad as his Pacinc Coast distributor. 1
dOll t know whether he went along with you on this or whether you eVOll asked
him but lfe do have to r:lcnr thf,s point alcoy beforc got'l!! f1('l'thCl' or Ice could
up8et 0111' deallcith Wrigli.

ll get right after this matter and if Wright Is '/ot claimilill yon a. 8 one of
hI, aqcnr'es we wi1 proceed. 1dth the HlnttCt" of the new contra,at and franGhisc
jURt as soon as we have the new co.ntract read . If I run into any diffcult;y
\vith 'Vright concerning this matter , I'l Jet rou know.

:\11'. Allan auyises that until we get this point clarified we cannot do anytl1ing
which could lie cou8irlcred a. 'li.olation of 011;1' a.greement with Wright so I cannot
ship you the 2000 ADVA::TAGE booklets which yon requested. ;. * * (Emphasis
supplied.

This letter WRS supp1emented by the iollmving lett.er addressed to
Miller by Elliott on .January 27 , 1D4D:

It has been called to my attention that I overlooked mentioning a very impor-
tant point to you in my letter of January 26. In that letter I indicated that it
seemed everything was cleared away for us to negotiate except for the matter
of our agreement with Wright.

We have handled most of our contacts \yitlt Wright through iiII'. Kendall for
reasons which I wil not go into here. When I asked Kendall to clarify with
Wright just exactly what your status is, be hit the ceilng. It so happens the
Executive Committee has agreed that we wil not renegotiate a franchise with
any school whose credit standing is in any way questionable. Ir. Ken(lall
pointed out to me very forcefully that your aC'C'ount is delinquent at the present
time and that you owe us S4 272.9S. He Rays that he wil not recommend
rene\ving the contract until this balance is paid.

'" * '" If you will get your check in here to cover, I think \ye can go on from
there without too mnrh trouble. fEmphasis supplied.

The foregoing is persuasive evidence in support of the existence of
an agreement of the type charged in the compla-int. J\f-1Jcr s 1etter of
November 3 indicates that his consent to a cancel1ation of his agree-

o HeSpOD(Jent Stenographic obiected to the receipt of this correspondence in evitlence as
Dot binding upon it and , following- the receipt of such correspondf'ncf' (subjf'ct to a ilation

to strike). Stenographic moyed at the cJose of the evidence offered in support of the com,
plaint to strike the correspondence between Stenotype and Miler. As indicated in tbe
bearing examiner s order of October 29, 1!J53 , the motion to strike sucll corff s1Jondence
was denied for the reason that the record, in the opinion of the f'xaminer , renaled sufI-
clent independent evidence of Iln ilegal agreement of the type charged to justlf . receipt

of the disputed correspondence and to give it probative effect as an admission made hy
one of t"\vo " co- conspirators.
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ment with LaSalle was based on information given him by Elliott
that LaSalle ,vas not going to bring out a new machine. For reasons
which were not ful1y developed, LaSalle later decided to continue with
:Miller if he cleared up the arrears in his account and if Stenographic
would consent to the arrangement. Throughout Elliott' s letters there
is expressed a concern about antagonizing \Vright or Stenographic
which, it may be inferred, stemmed from the fact that the latter was
LaSalJe s vital source of supply. Final1y, the letter of December 9
is clear evidence or an illegal agrecrnent to limit eompetition between
the two groups.

LaSalle sought to minimize the effect or this correspondence , and
particularly thc admissions in the letter of December 9, 1948 , by
claiming that the statements \\"hich ' Elliott made in the letter of
December 9 were untrue, that he hac1not participated in any of the
negotiations for the agreement of N ovembcr 10 , 1948 and "was not
familiar with its terms , and t.hat he had made untruthful statemcnts to
:;\i11er in an effort to get JIiJler to rene,.. his relationship ,,,ith LaSa11e-

Ste,not.ype. I-Iowen , after careful consideration of the explana-

tions given , the exa,miner is satisfied that Elliotfs infonnation to
liller was substantially in accorclanee with the facts. Despite his

prote,stations of ignorance , Elliott admitted that he knc" the contract
was being negotiated ,yhen he wrote the letters, that. he was informed
when it was closed : and that he was generally familiar with the
arrangcnlent. between the t"yO groups of companies. The statements
made by him in the letters reveal too much knowledge on Elliotfs part
regarding the deiails of the, situation , and conform too much to the
information reveale.(l in other correspondence to merit. serious COll-

side.ration of any claim that such statements were merely a coinci-
dental figment of El1iotfs fertile imagination.

Hespondents argue thaL the fact Elliott referred to "our deal ''lith
'Vrighr in a letter daied l\ovember 3 , HHS , indicates t.he ,\hole story
,"US imaginary, since the agreement ,vas not signed until Kovember 16,
1-Io\\e\er, the evidence shows thnt negotiations for the agreement had
begnn in Octobcr and it 1lf1Y be infplTec1 ihat eer1nin understandings
had already been 1'cac11e(l before the ,vritten agreelnent was signed on

ovember 16.' Hespondents also argue that the fact that Elliott, in
t.he later correspondence , 'HlS trying to hold on to i\Jillcr is inc.onsistent
,vith any agreement. t-o turn over its schools to Stenographic. IIaw-

"As j)l'e,ionsly mentioner. , Elliott ndmittpll he knew the contract "as being- negotiated
when he ,yrote tile letters, Kendall admitted tllat he had (1isc\1sSN1 the agreement "ith
Elliott "in a g-eneral way" "bile it "as being ilegotiateo, Likewise , the lattrl"s letter

iudicatf's tlwl he bad discussed the mattei ' with ,Villiam . \l1aIl , his company s presiriPllt

who ",.as not calleel to deny this.
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ever, the fad that LaSalle did not turn over an its schools to
Stenographic does not , in the opinion of the examiner , establish that
there \yas no agreement for a division of the market. The complaint
it lTmy be noted , does not cha.rge a complete division of the market
but that ea..cll party agreed to confine its sales " largely and principa.lly
to a certain segment of the market. The correspondence behreen
El1iott and liller is consistent with such an understanding, a.nd in(1i-

ea.tes a natural desire on LaSal1e s part to salvage what it could of its
school business without antagonizing Stenogra.phie , to whom it was
beholden for its machines.

2, Correspondence Hegardil1g. lhe List of Ln Salle s SdlOOI.s and Institutes

On January 5 , 1040 , 111. H. ,Yright of Stenographic addressed the
following letter to E. ,J. Kenc1aJ1 of LaSaJ1e:

Your December 27 letter listing 'institutes and schools i. n two cla88es is ac-

knowledged; ano thank yon ycry rnucll.
ThemcaniJlljS oj tliis leUer , in the light of our convusat'oIl8 , are ujJJJl"ecIable

1/)C think and nccorclinglr, we are glad to lwyc it, "\Vhen there s more to say,
you ll be snying it; unless we might possil,ly beat you to it , 1'-hich is not at all
likely, (Emphasis snp111ier1.

Although this Jetter refers to a letter by Kendall dated December 27
neither cOlnpany was able to produce the original or a copy of the let-
ter, and neit.her could account. for its disappearance. Both Kendall
anc1l\I. II. \Vright "-ere less than candid in their testiulOny about the
list 01 schools flnd its connection with the agreement between the two
companies. ICendalFs explanat.ion as to \vhy he sent a list 01 schools
to "'Vright was that he believed that \Vright harl asked him " for a rec-
ord of the schools \yith "dlOrn they "-ere doing business in two classes
Stenotype institutes and schools other than institutes. :' YVhen asked
why ,Vright \yould ask for such a list since thjs was LaSalle s o\Yll

business , ICendall replied:

That i.'3n t the wa:- we Yol'k, Our book." are ope!!. lYe cOOlwrate with eyery-

one ':' .. ",Yhaie,-!?r ;'11'. ,Yright asked me for , ;dwte;-el' wns in my power to
giye him , I g e it to him.

"'Vhen asked \yhnt he understood ,Yright to mean by his statelnent
that the "meanings of this letter , in the light of our conversations , arc
appreciable :' l\:enc1all replied

, "

1\11'. ,Vright is it very affable gentle-
man , he is very appreciative of any 1ittle thing, " "11en pressed for a
more specific answer ns to his 1U1tlers1:mding of the letter , Kendall
replied , dThe. meaning I got out of that leiter ,vas ' '1' hank yon very
mllch fol' the list yon sent to us, This is fine. '" ,Vhen asked what the

conversl1tions ': referred to in the letter "\I'ere about , Kendall replied
,Ve talked about everything under the sun.
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,Vright' s testimony regarding the correspondence was in R similar
vein. 'Vhen he vms asked flS to what he meant by the statement ,in his
letter that the "meanings" were "appreciable" in the light of their con-
versations , he gave the following reply:

I could only very vuguely recall a tiling of that sort. I have 110 1IH'IJOry dearly
at all. The chances are that it is merely some \Yords that: seemed to fl'nv ant (It
a mind that wasn t too busy otherwise.

'Vhen asked why he had asked for a list of schools , \Yl'lght replied:
I suppose it was incident to some talk we hud had , but what sJ1ecific Imrpose

there would be in having two lis:ts of schools , I wouldn t know now. I bet there
weren t twenty-five S1:1IooJs ill all the list. You are in fl teapot looking for a tem-
pest here * * *

,Vhen pressed for a more specific answer, \Vright expressed the
opinion that possibly the list had reference to the " fear we had ,in our
company that some schools * * * might be deprived of a service.
,1'hen it was pointed out that under paragraph 7 of the agreement his
company vi"ouJd be notified of the termination of allY contract wit.h
schools by LaSalle, \Vright ga,ve the following response:

I probably didn t have to have them Ithe list of schoolsJ. Itprohahly was
an empty gesture. There was no point to it hecfll1sc there Wflsn t anything
ilwolved of fIny importance.

Wrig;ht was reluctant to admit that the request for the list of schools
had any connection vi' ith paragraph 7 of the agreement. Howevcr
his testimony in this respect was contradicted by his son Robert , who
stated that the list was requested by him , in accordance with paragraph
7 of the agreement , so that his company could have some idea as to the
number of schools they might be called on to supply 'with machines
under that paragraph.

The proximity of ihis correspondence to the date of entering into
the agreement of November 16 , 1948 and the close connection between
its subject-matter and that of paragraph 7 of the. agreement tend , in
the opinion of the examiner , to establish that the letter was an out
growth of the understanding reached by the parties in connection with
the agreement. The faiJure to produce the letter of' December 27 and
the evasive testimony of Kendall and 'Wright are both indicative of
the pattern of obfuscation which characterized significant portions of
their testimony.

3. Correspondence Regarding the Advertisement of t.he Stenotype
Institute of Boston

Respondent LaSal1e had an af!1iated school in Boston , known as
the Stenotype Institute of Boston. This school was owned and op-



STENOGRAPHIC :MCHINES, INC. , ET AL. 809

794 Findings

erated by one Frank Emery. Stenographic also had an outlet for
its Stenograph machine in Boston, known as the vYinslow School

which was owned and operated by one .J oseph Leddy. The Stenotype
Institute of Boston advertised its school in the newspapers as "Boston
Only Stenotype School Authorized by Stenotype Company." A copy
of this advertisement was referred to Kenclall of LaSalle by 'Wright
who, aceording to his testimony, had receivcd it from Leddy in Boston.
Following the receipt of the advertisement from Stenographic , Ken-
dall addressed the following repJy to 'Wright on :tfay 2, 1949:

I am glal1 rou sent to me the clipping of the ac1 for the Stenotype Institute of
BORton.

I assure ym, that this wil be t(l-k n 1/P w.ith Mr. Emery antZ Mr. Caulfield
p1'omptly.

In a recent hllk with Frank Emery, he gave me the impression that he would
co- operate (;ith WI fully.
I wil let you hear from us after we have word with regards to this ac1.

LEmphasis suppliecl.

Fol1owing this Jetter Kendall, on May 10, 1949 , addressed a further
letter to vVright regarding the same subject matter , as follows:

I checked with .:r. Emery regarding the all which yon turned over to me, and
I (on sending yon his reply with the attacll 11 Cllts so that yon can see at first-hand
his reaction.

Thes! matters wil take a bit of working out , hut I am sure that if we keep at
it eVfTljone concerned wil soon leanL that his best interest is in promoUng a
J/HIcldne shorthand 1' ather than in fiyhting each other. rE!lplla js supplied.

The record does not disclose the contents of the letter frOln Emery
l"eferred to in Kendall' s letter of May 10, 1040. Although counsel

supporting the complaint and the exarniner requested respondents to
make an cHort to ascertain the 'whereabouts of this letter, they stated
that they were unable to finel it, and apparently could not account for
its disappearance.

Respondents' explanation for the above correspondence was that
Leddy had objected to the use of the word "OnJy" in the advertisement
that LaSalle s affliate was "Boston s Only Stenotype School " for

the reason that it would give the public the impression that it was
the only iChool tea.ching ma.chine shorthand in Boston. Although
Emer:is school was admittedly the only Stenotype school in Boston
RendaJJ testified that he had agreed to take up the matter with Emery
because:

'Ve are llut interested in anyone fighting each other. \Ve believe the best solu-

tion to any problem is to reflch a mutunl understanding with regard to the
method that mflchine shorthand is superior to shorthand.
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When Kendall was askeel whether the respondents were actually
fighting one another at that time, he testified that "we arc always
fighting each other, but we believe the very best way to fight each other
is Oll the basis of merit" ' When askeel to explain in what ay they

were fighting each other , Kendall gave the explanation that: ;' The
only fighting e.ach other I know of is the reference to machine short-
hand versus t.he old-fashioned shorthand, SiDce neither of the re-

spondents was engaged in promoting the "old- fashioned shol'thancV'
I\::endal1' 5 answer was obviously a non sequitUl' resulting from his prior
lack of forthrightness.

The statement a.ppearing in the letter of ::lay 2 to the effect that
Emery had given KenclaD the impression that "he would cooperate
with us funy" and the further statement in the letter of May 10 that
if we keep at it. everyone concerned will soon learn t.hat his best. in-

terest is in promot.ing a machine shorthand rat.her than in fighting
each other " strongly suggest that this correspondence '''as part of an
eiIort by LnSal1e and Stenographic to limit the competition between
them. Implicit in both the correspondence and the testimony is the
idea that what \Vright. and Kendall were ailning at was the establish-
ment of a modus vi?JendJ between their two customers in Boston which
v;ould , in effect, est.ablish a soft, gentlemanly competitive relationship
between them. It seems reasonable to infer that \Vright TwuId not
lmve made the request that he did , and that Kendall ,,'ouldnot haye
seen fit to procure the cooperation of EnlCry, were it not for the under-
lying understanding reached in the agreement of Xovember 16 , 19.18.

4. Correspondence Regarding the Ac1yertisement in American Business Edncfltion
:\fagazjne

During JIay 1040 LaSnlle inserteel an fl(lvertisement. in t.he Ameri-
can Dusiness Education J\Iagazine. The advertisement ",vns he(ult,cl:

This " C. S. " Card is n 3- ay Ticket To Success.

The reference to the C, S. card in the advertisement was to the certifi-
cate of "Certified Stenotypist' which was issued by LaSa1Je to students
who completed the. course in Stenotypy. The Hdverti ement tatec1
that the cel'tifieate of Ccrtified Stenotypi t was a. ;' Ti('ket to Success
to three categories: (1) the job applicant, (2) the employer, and

(3) the school. The reference to the advantages of a Certified Steno-

typist certificate to the school ",yns contained in the third paragraph
of the a.dvertisement , and read as follmys :

3. FOR THE SCHOOL turning out a steady parade of Certitled Steno-
typh;ts builds increased prestige f1D(1 patronage. Your school succeeds in l1irect
propol' tion to tbe abilit;; and StICeess of our graduates. Stenotypy gives them

plus ability which retlec:s fayorabl;; upon your school.
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FollO\ving the appearance of this advertisement in the American
Business Education lIIagazine .f. 1-1. '\Vright of Stenographic ad-
dressed the following letter to KendalJ of LaSalle on May 31 , 1949:

The current issue of A:.IERICA BCSIl'ESS EDUCATIOX (May, 1949)
R nies your company ad on the back page, The third pa-ragrajJh rather 1J1tzzl-

all oj us. 'Wil you please let us havc your comment' ? (Emphasis supplioo.

KendalJ replied to 'Wright' s letter on June 2 , 1949 , with the folJow-
ing explanation regarding the insertion of the advertisement:
bYCryone here ,vas as surpriscd as you must ha.e been to know that the 

in the American Business Educationl\agazilJe was stil running-.
This contract was made more than a ;\TeaJ' ago and eH rrbody forgot all about

it. This was a g-rOllp ad placcd simultancously with several other magazines
l.mder contract.

:.Iack Bennett , onr advertising manager accepts the responsibilty for this error.
-18 I tuld yuu, we are Hot lJl'mnoting Stenutypy through SGhools. Our con-

tract C01;eI"S this afjrcclncnt. lVe have not made a single franchise sinGe 1/je
entered into 011'1 agreement wrth you. and I nS81i1'e yon we do not intend to (Lo 
Rince the Co-op plan was discontinu.ed last October.

I am not surprised that you were lJ1zzlcd by th1:s a.d and I assure you that this
1f. i/.l be the last copy.

Funny hmv these things escape you , isn t it? fEmphasis sllpplied..

Wright responded to Kendall's letter of explanation by a lettex , dated
June 3 1949 , )11 which he indicated that he accepted Kenda.ll's explana-
tion , with the comment: "It rings true.

Despite the self-evident meaning of the above correspondence , and
Hs unmistakable connection with the agreement for a division of tl1e
market, both Kenda11 and Wright denied that it had any such con-
notation. Their explanat,ions regarding this correspondence are of

a kind with that pertaining to some of the other correspondence pre-

viously discussed. VVhen Kendall's attention 'vas iirst directed to the
questioned advertisement which " puzzled" Vr)ght, he stated that it

c1ic1n t puzzle 11e/' that " it is a splendid statement awl PJ endorse. it
a hundred per cent ' and that he guessed 'Yright " t.hought)t was good
just as I do. When his attention was called to the fact that in his
Jetter of June 2 1949 he acknowledged that he "was as surprised as
'\Yl'ight that the ad ''"as run , he stated that he didn t remember the
..eason for his surprise. However , at the next group of hearings , after
he had evidently had an opportunity for reflection , Kendall eXplained
his snrprise was due to the fact that the advertisement was "obsolete
ince it had been run under the name of The Stenotype Company and

it was now his company s policy to adyertise as LaSalle Exiension
eniversity, and he expressed the opinion that this undoubtedly ,vas

why 'Wright had brought the matter to his attention. Kendal1 de-
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nied that the fact that one of the three categories to whom the adver-
tisement was directed was "The School" had any connection with his
surprisen and ",Vright' s puzzlement.
Aside from the self-contradiction in Kendall's testimony, the plain

wording of the correspondence belies his claims. It is clear that

1Vright did not can the advertisement to Kendall's attention because

of any use of an "obsolete ' name , but because the " third paragraph"
(which was directed at "The School") "rather puzzles all of us.
Kendall' s "surprise" had nothing to do with the "obsolete" name , but
with the fact that the advertisement was directed to schools , which
was a breach of his commitment to "\Vright that

, "

we are not promot
ing Stenotypy through schools. Our contract covers this agreement.

Althongh Kendall claimed that 1Yright was puzzled because of the
use of the ob olete name, ,Vright was frank enough to concede that
the cause of his pnzzlement was the fact that the advertisement was
directed to schools. Hmyever , he gave as the reason for his puzzle-
ment the fact that he didn t believe the Package Plan, to which

La.sal1e had just changed , would be suitable for a school that "doesn
sell a package or t.each a package :' which , according to 'Vright , was
primarily intended for home-study use. 'Yhen 'Vright was asked

what difference it made to his company that LaSalle had seen fit to
insert an erroneous ad , he gave the following response:

To tell the truth, it dilln t. mnlH a doggone bit of difference ,,,lint they did.
'Ve were needling a little. It was one of those moment.s nnd really doesn t bave
much point.

'Vrighfs explanation about the Package Plan nnt being suitable
for schools is in direct. contradiction to the testimony of T. K. El1iott
of LaSalle

, \\-

ho stateel that , despite the c.hangc in the form of con-
tract from the Cooperative to the Package Plan

: "

basical1y we '",'ere
Going the same thing with mainly the same schools." The record
shows that a similar advertisement to the one objected to had pre-

viously been inserted by LaSalle and was evidently considered to be
appropriate , insofar as schools ,yere concerned. The main c1iff'erence

in the two situat.ions was that at the time of the previous insertion
there was no agreement betl1;een Stenographic and LaSalle.

The general tenor of the correspondence makes it apparent that 

was not generated by any ,"\himsical curiosity on '\Vrighfs part or COll-

si(lered by Kenda1l as R casunl inquiry from a solicitous associate
culling attention to a. minor error in an aclyertisemelli: The tone
of Kendall's reply in ,yhic11 11e fOllnd it necessary to " assure:' 'Vright
that his company did not intend to franchise an:" more schools and to

assure" him further t.hat " this ,yill be the last copy':: eertainly is in-
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consistent with the casual character which respondents sought to at-
tribute to this correspondence.

The key to the ,yhole matter is , of course , found in Kendall's state-
ment appearing in his letter of June 2 t.hat.:

'" " " we are not promotillg Stenotypy through schools. Our ('ontract coyers
this agreement. We hnH' nut made a single franchise ince 'YC entered into the

agreement with yOl1 and I assure you \ye do not intend to do so , since the Co-

vlun was discontinl1ed last October.

Kendall sOllg-ht to explain this statement about not promoting
Ste.lOtypy through schools as being merely an expression of his COll-
pany's historic. policy to coniine theil" promotions mainly to horne-study
students and institutes , and not to frflnchise independent business
schools. J-Ioweyc.r, the exa,miner cannot accept this rather fme-spun
explanation based all the distinction between institutes and other cate-
gories of schools. In the first place, according to ICendall's own
testimony, LnSa,lle did franchise qua1ified business schools , albeit not
to the same extent as its institutes. Secondly, and more important
itis clear from the context of the letter that KendaJl was referring
to a recent policy and "\yas using the word "schools" in the generic
sense. The policy of not promoting Stenotypy through schools is
expressly stated in the letter to be an outgro""th of the X ovember
J94 agreement/ "hirh agreement in clause 7 thereof deals mainly
"ith the institutes nnd re1'ers to them as ;' schools." Although Ken-
daIl's letter also refers to the discontinuance of the " Co-op Plan" in

connection "ith his statement that LaSalle did not intend to issue any

more franchises, the examiner is satisfiecl that this wa,s not the under-
lying reason for the chnnge of policy on the issuance of franchises , since

there was nothing about the change from the Co-op to t.he Package
Plan to prevent such issuance. If anything, the abandonment of the
Cooperative Plan was a result of the pol icy not to promote snIes

to the schools , "hich resulted from the ::Tovember 1948 agreement, and
was not the cause of the lack of promotion.

Kendall admitted' that the "contract" referred to in the letter is the agreement of

November 1(i, 1!)4H.
"Ellott testified that LaSalle was (lojn!! t1a k;llly tIle salle thing with its school!; under

the Packa"€' Plan a it was under the CoopE'l'ative Plan.
J" Orig-iJ al1:- Kendnll claimed that the change in LaSalle s selling plans wltb tile s('boo)s

occurred in . 1948 , thereby indicating tlntt it had no connection with the agreement of
(),ember Jj)48. When 1118 attention was cnlJed to the fact that tbe above letter men-

tioned October as tl!e date of the cIWnge , Krndall g-a\"e the e planfltion that some sel1001s

Jwd students enrolleel under the oid 1'ystem Ilnd that in these instances tiJe plan was
put into operation in October. Tn the ligbt of some of this witness ' otl!!'r testimon . tl1is
f'xplanation impresses the examiner as 11)1 aftertbougl1t, and the exuminCI" i of tl!e opin-

ion from the cdllelJce as a \\"hole t!1:ot 01( ('hauge oecuned in October at or about tlJe time
"\\"lwn npgotiHtions with Stenographic we!'e iu progress.
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On February
M. H. Wrjght:

5. The Letter of February 17 , 1 n50

, 1050 Kendall addressed the following letter to

As much as I TIould like to, it SCeliS tl1e flays pass and I do Jlot get the
OPIJortunity to contact you personally, so I am ""rUing :rou \Yhile I IJaYe this
matter in mind.

The enrollment of Home Stud/! stllrlents has not yet reached o/lr c;Tj)('otation
oj volume. Sales hUL'C increased cOlisidcmbly since 'ye Lose no,\" tll1lO11JlCed to
(JUI" field representatives that tJw l''vised training and new model Stenotype is
HOW ready for selTice. 'Yo have inc:reasel1 our 3(1\' ertising and we /)eri-eve that
1/6 'leal have a steady il/C)"ease in thi.s 1;olume.
1 have talked to V01t .several times in the ma, tter of school sales. liT hare 'Ilot

lll'omoterl this actlvi.v a.t all, so then) i, It r7fminishinQ l:olume from this actirily.
'Ye caught np \yith back O1'c1!-:r8 for Stenotypes and we now ho..\e R suffcient

in,entory to take care of t.he current 01'1e1'8 so we find that our lH'esent requil'e-
ments for Stenotypes as within the yolume of 100 Stenotypes per \,ee1; , ol'gilJEllly
!:greed upon.

I feel that this information 'Til he of YRlue to you in the rnannfactnring pro(:css
ancl in scheduling your commitments for Stenographs.

: '"

(Emphasis
sl1pplied.

Kendall's explanation of why he had discussed the matter of school
sales in the letter vI/jt,h Stenographic was as follows:

That was just the common €yeryday business things you talk about when yon
get together fwd l1a\'€ lunch. Y'JU talk about things ill general , and you talk
about the ,veather , too,

"Then he was asked for an explanation of the statement in the letter
that he and "' right had taiked about the matter of school sales
several t.imes " Kendall gave the fol1owing en1ightening response:

Sure, we taJked dozens of times , we talk eycry tiDle 've get togetber. He
called me on the phone two 01' three times a .week , aDd said

, "

How s business?"

In the brjef filed by counsel for LaSalle the exphuHltion given for
this let.ter is that ICendall was merely making kno"n LaSalle s "saJes
progress and inventory position " to Stenographic as the manufacturer
of its machine. 117hile this is g perfectly natural reason for Kendnll
writing to 'Vright , albeit one which KendaH overlooked in his testi-
mony, it does not destroy the significance of the admission in the letter
that the reason for ihe decline in school sales was that LaSalle had not
promoted this activity at alL" Counsel for LaSa1le seeks to interpret

this remark as merely a statement of LaSalle s historic policy not to
promote sales to independent buslness schools , and as not referring to
its affliated schools , the Institutes. HO"iever, the examiner is satisfied
from the letter as a whole and from the entire context of events , in-
cluding the figures of sales to ali types of schools (which wi1l be
hereafter discussed) that Kenda1l's reference to school sales was jn-
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tended in the generic sense and was not limited to a particuJar type
of school. It is significant that the same letter which talks about a
diminishing volume of school sales also expresses hope that homo-
etudy sales will have a steady increase, although indicating some dis-
appointment with the progress thus far. As will hereafter appear
this latter activity, which it is charged was the one primarily allocated
to LaSalle, experienced a considerable upsurge after 1948.

6. The Letter of :lIay 1 , 19:)0 From Wright to Ellott

On May 1 , 1950, Wright wrote to T. K. Ellott of LaSalle with

regard to an order for some "Stenotype Speed JIanuals" on behalf of
one of Stenographic s school customers. One of the reasons given by
Wright for ordering the manuals on behalf of the customer rather
than having the latter communicate directly with LaSalle waS because
as stated in \Vright' s letter

, "

You no longer assume to serve the schools
I believe." Although not much point was made of this letter during
the course of the hearing, the examiner considers it of significance 
confirming '\Vright' s understanding of what LaSalle s policy now was
with respect to schools. In the setting of the whole case it may be
inferred that this understanding arose out of the agreement between
the two companies.

7. The Correspondence 'VVith the Berean School

Respondent Stenotype received a Jetter dated July 5 , 1950 , from a
school in Philadelphia known as the Berean School , inquiring as to
the terms and conditions upon which a Stenotype Franchise is granted

to schools and if there is an available franchise that we may seCllre for
Bere"n School in Philadelphia." This letter was received by the
secretary of T. K. Elliott , who at that time was apparently on leave of
absence from the company due to ilness. Ellott's secretary referred
the matter to Kendall , placing the following notation on the incoming
letter:

?I11'. Kendall-Can I offer them Package Plan. K() franchise:
competition with Stenograph there,

In response to this notation on the inquiry, Kendall
following instruction to Elliott' s secretary on the letter:

Would iJe in

placed the

Explain that we no longer "Franchise " schools.

cash).

The following repJy was then prepared for Kendall's signature
addressed to the Bere"n School under date of July 17, 1950:

Offer the Package plan (for

* * * You enquired of conditions under which a Stenotype Franchise is
granted to schools. 0111' present policy does not provide tor the granting of

423783-!'S-
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franchise,

"! 

because we arC Dut in a position to grant the exclusive rights in any
territory,

Stenotypy is being offerc(l pn:Jfwrily by Home Sturly as a complete training
program including the Stenotype machine and complete instruction service.

As you know , the success of Stenotype by resident sehool instruction deV€mls
upon trained Stenotype teachers and a suffcient enrollment to justify a specialized
instructeress.

We offer tlle Stenot;nJC machine for sale to yon at Our special school price of
79.10.

'1' he complete set of Stenotype text consisting of the three theory manuals
t.he speed m tlnal , and complete set of lessons, may be lJU1'cl1ased at $10.00 for
the complete package.
As you undoubtedly know, Stenotypy is taught by the Stenotype School in

Philadelphia , 1227, 2!J Walnut Street, Philadelphia. This school , llOwever uses
the Stenogr:lph whereas we offer the LaSalle Stenotype.

"\Ve are forwarding you somc desrripti,e literature and ,ye invitc your further
enquiry. (Emphasis supplied.

The above correspondence indicates that while LaSal1e oiIered to
EOn machines to the Berean School , it was unwilling to offer the school
a franchise. The basis for this refusal nppears to be suggested in the
note ma(Ie by Elliotfs secretary on the incoming letter that the school
would be in competition with Stenograph;' in Philadelphia , thus in-
dicating that the refusal stemmed from the agreement with Steno-
graphic. I(enclall claimed in his testimony that his company s policy
of granting franchises had been abandoned long before any agree-
ment with Stenographic. I-Im\'ever , this testimony was so confused
and contradidory that no credence cal1 be given to it. Thus while
claiming at one point that his cOlnpany had had no written contract
or franchise since I HO granting a school exclusive recognition in a
particular area, he indicated at another point that schools ,verB still
granted exclusi ve recognition in a certain territory but that " if there
is any agreement it is -in the form of a * * , letter of designation.

Kelldalrs testimony that there were no franchises or written agree-
ments with schools after HJ40 is contradicted by at least three pieces
of documentary cvidence in the record: (1) his own letter to \Vright
dated June 2) 19-19 stating that '; ,ve have not made a single franchise
"met 'tue ente:i'ed into our agpec1rwnt with yo'

': 

(which would fix the
elate of discontinuance of franchises as the fa1J of ID48), (2) the agree-
ment of 1'ovelnber 1() : ID48 , which refers to Stenographic being noti-
fied with re.spect " to any school whose co-ntJ' act is terminated " and

(3) a letter from Elliott to Miller , dated :lIarch 24, 1948

, "

enclosing
copies of the new coopcratiye schoot f't' anc.hise forms. " 1l I(endall'

H Kendall claimerl t11at tJH'SE' form;; were something that Blliott had specially prp.-
pared for IHler ancJ t!lat they were IIp.VE'r rxccuterJ. However, the SllmE' letter stllte
tlJHt tlJE' new forms " are uasically lluout the same us the old school cooperative frl1n-
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testimony "as also contradicted by that of Elliott which was to the
effect that in the latter part of 1948 LaSalJe sent out letters cancelling
franchises" of schools under the Cooperative Plan "with the idea of

issuing a new franchise under the package plan.
Whether they were called franchises , letters of designation or by

any other appellation , the examiner has no doubt that schools ,vere
granted certain territorial rights and recognition as a LaSalle affliate

until at least the approximate time of the agre,r.ment between LaSalle
and Stenographic. The examiner is also convinced that the refusal
to grant Berean a franchise was based on the understandings arising

out of that agreement, as evidenced b;y the notation made by Elliott'
secretary on the incoming letter. Significant1y, the Stenographic
school in Philadelphia , which was the "competition" referred to in the
notation made on Berean s letter , was the former LaSalle affliate
The Stenotype School of Philadelphia. This school is specifically
mentioned in LaSalle s reply to Berean. It appears somewhat unusual
to the examjner that LaSalle should advise a potential customer as to
the address of the school using the machines and methods of its
competitor.

8. The Correspondence with the Lenox School

LaSalle received the followiug letter , dlted December 7 , 1950 , ad-
dressed to it on the stationery of the Lenox School , Public Schools of
the District of Columbia, and signed by the " Secretary" of the school:

I am interested in learning about purchasing a Stenograph Machine. Perhaps
you would he good enough to answer SOlle of my questions , so that I can better
tell my class about the machines.

First of all, I contacted the Stenotype Institute here in Washington, D. C. and
thcy informed me that they sell the Stenograpb .Machine for $79.95 cash. Does
YOil 'school sell the machine for cash , also, without taking the full Stenotype

Course? Or , is it possible to obtain a machine, (or machines) on a credit basis?
At your earliest convenience, Ji:illdly let me heal' from ;You. I know of at least

three people who are interestell in purchasing machines after the Christmm;
Holiday. * * *

In response to this letter LaSalle made the following reply, under
date of December 14, 1950:

We acknuwledge YOUl' lettel' of Del-ernbel' 7th iuquil'iug about tlle purchase uf
Stenograph machines.

We do not uffer a Stenograph machine which iR llwnufactul'ec1 by the Steno-
graphic ::lachines Incorporated , 318 South ::lichigan Ayenue , Chicago, Illinois

and di tributed in Washington D. C. by the Stenotype Institute of \VaRhingtolJ, to

ehise, but they are sd up in a more impl'essive form. 'VI' wftnt all schools to be in Ods
frllncJ1ise.

:2 The latter was Ii former LaSalle Institute wl1icl1 , nccorf!illg to Kem!flll' s tf'stimoIJY,

WlIS lost to Stenographic prior to tile agreement of November .1948.
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\Ve djstribute a Stenotype macl1ine which is very similar to the Stenog-raph

machine. However, our poHcy is to sell a complete training program -including
the text and lesson tzssign1nent, com-ptete irlst'/"wtion service, and the Stmwtupe
machine as a unit. 'The price is $225.00.

We accept orders for the Stenotype machine separately from the training under
certain circumstances such as where a Btudent already has had a Stenotype and
wouW like to replace it. The price of the LaSalle Stenotype is 895.00 with a
five per cent discount for cash payment with order. )lonthly terms of S2fi.
down and $10.00 a month may be arranged where crel1it is established.

Under another cover we ha,e sent to ou a l'Opy of "Stenotypy for Better Bus-
iness Careers " which fully explains the course and show'S a picture of the Steno-

pe machine and gives fnll cletuils of the training prop' am.
Vle wi1 appreciate ,your furtbp.l' inquiry if we may be of senice. CEmpl1asis

Bupplied. J

The a.bove correspondence is cited by counsel in support of the com-
plaint as another instance where LaSalle indicated a reluctance to seD

its machines to a school. ,Vhile in the correspondence with the Berean
'School , LaSalle had indicated a reluctance to grant a franchise to the
school , it was at least willing to sell that school Stenotype machines
at t.he rcgnJar school price; whereas in the case of the Lenox School
the letter evidences a reJuctance to deal "with the school except on the
basis of selling the complete instruction service :for the sum of $225.00,

Kendall' s explanation for the statement in the letter that it mtS
La.sal1e s policy to limit the sale of machines , apart from the training
conrse, to "certain circumstances such as where a student already has
lw. c1 a St.e,l1otypc :' was as ioEm,s:

We don t think the public schools 01' any others should buy machines unless
they know how to teach Stenotypy.

At a later point in his testimony, when he ,vas asked why he had offered
to sell a ma.chine to the Berean School and did not make a similar ofIe.r
to the Lenox School , Kendall's explanation was that in the case of
the Berean School , he understood it as being an inquiry from a school
wanting to teach Stenotypy, whereas he understood the inquiry from
the Lenox School to be an individual inquiry frOlTI the writer of the
letter. Despite the fact that the letter of inquiry is written on the
stationery of the Public Schools of the District of Columbia and is
signed by the Secretary, Kendall nevertheless insisted that he regarded
it as an inquiry from an individual because the letter used the first
person singular T' rather than the plural expression "we," the latter
being, in his mind, indicative of an offcial inquiry. The examiner
ilnds it somewhat diffcuJt to accept this rather finespun distinction
particularly since the letter from the school refers to the fact that the
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inquiry is being sent "so that I can tell my dass about the machines. " 13
In any event, Kendall' s explanation that his company would only seJ!
machines to certain qualified users, and the statement in the above
letter indicating that it was the company s policy only to sell the com'
pJete training course, are at variance wit.h JCendall's earlier testimony
that:

Our list , which is available to an'lone who asks for it, offers a package con-
sisting of the Stenotype machine, the text , lessons anel material but 'we 'Won
insist that they buy the entL1'e package. If tbey \vant to buy part of it , theJ' may
buy the books or the paper or the machine. It is priced separately.
Another unusual aspect of LaSal1e s reply to the Lenox School

letter is that, in addition to advising the inquirer as to the address of
LaSaIle s competitor , a carbon copy thereof was sent to " 'Vright. :' 14

D. The Cont.enIion of Respondents Omwel'ning tILe Incl'ea.se of
LaSalle s Sales to Schools

To support their basic contention that counsel supporting the com-

plaint wus seeking to draw unjustified inferences from the agreement
and the correspondence in the record , and that no illega.l agreement
was in fact entered into, respondents endeavOled to show (1) that
the percent.age of LaSalle s sales to .schools actually increased sharply
after 1948 instead of declining, "nd (2) that LaSalle acquired a num-
ber of new schools and institutes after the agreement with Steno-
graphic. It is contended that these ligures "demonstrate conclusively
that there '''ns no agreement by LaSalle to confine its effort to the home
study field by discouraging sales to schools. IIowever, the a.nalysis
which the examiner has made of the figures submitted by respondents
not only fails to bear out r.espondents ' contentions but tends to
affrmatively establish that the iJIegal agreement charged in the com-
pla.int was actually carried into execution. Respondents ' contentions
based on the figures submitted by them , are discussed below:

1, Tl1e Alleged Increase in the Percentage of Sales to Schouls

La.8alle introducec1 into the record a summary of its Stenotype
sales from 1928 to 1952. The summary is prepared on an annual basis
and purports to show Stenotype sales (a) to home-study students
(b) to Stenotype Institutes and schools under the cooperatiye an,)
package plans) and (c) to other schools. Two separate sets of figures
are given for each of the above three categories , (1) the numbc1' 

)8 Significantly. in his earlier testImony, before he was asked to explain the djffercJice
in the treatment of the two schools, Kendall Ilsed. the expression "public schools " in re-
ferriug to the injur;r from tIle Lenox Scl1ool.

H 'l' bis .'PPPHJ'S from t11e foJJowing notation at the foot of the j'epJy: "CC: :1\1', Wright."
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sales during the year and (2) the dollar volume of such sales. Accord-
ing to computations made by LaSal1e, based on the above figures, the
Percent of School Sales to Total Stenotype SaJes" has increased from
6% in 1948 to 23. 9% in 1949.
However, the figures used by LaSalle are not a fair measl re of what.

happened to their school sales during this period. In the first place
the percentages used are bllsed all the llmuber of tra,Jlsactions involved
in sales to .schools, and include supplies as well as machines. Under
this method , a single sale of a book or some pa.per in a minor amount
would have the same weight as a single transaction involving the sale
of a number of Stenotype machincs and courses. Obviously the
standards of comparison are not equal. In order to properly compare
the trend of saJe., to schools ,,' ith that of al1 Stenotype saJes, the proper
measure of comparison is the clolJar volume of such sales rather than
t.he number of transactions involved. The diffcrenc.e in the resu1ts
achieved under the latter method from that nsed by LaSalle may be
seen from the following c.omparisons:

Pf'rCf'nt uf 8c!Jool SH.Il' to Total Stenotype S:\lcs

J3r\5wi Onn'U!l I n 'i 011 (:ollar
her of tnm;;- vollln:c of sa Irs

,artiommvolvecl:

........... .... ....

T '

;-""

'Vhilc the above figures do not show any such marked increase in the
percentage of sales to scho01s as that contended by LaSalle , it must
also be conceded that they do not show any marked decline in the per-
centage of sales to such schools. However, these figures do not ten
the whole story. The charge is not. merely that LaSalle agreed to gi'\e
up the so- called illdependent schools, but that it agreed to dc-empha-
size iis school business gCllerally, including- its institutes , and to con-
cenirate mftinly on home- study students. 'V1Jen reference is made t.o
the figures of sales to institutes (Ivhic.h also include sales to some in-
dependent schoo1s operating under the Cooperative and Package
plans), an entircly different picture frOln that urged by LaSalle ap-
pears. Set forth below is a comparison of LaSalle s sales for a re,pre,-
sentative period before and a.fter the contract with Stenographic

"Kenuall testified tllat the column lwac1ed " Sales of StenotYves and Supplies to SrlJool
includes sales of supplies , sucb as pnper , separate and apart froll sales of lJachinc
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showing sales in an three categories (home-study students, institutes
and non-contracT. independent schools), both on the basis of total dol-
lar volume and on the basis of the percentage of such sales as compared

total Stenotype sales:

- -

;;c i(::)
1- 

:: ,'ucy --I S'l" to i ;tclu''''ls" "toot

---

-I-___

~~~

!,()rcl'J: JU1) rcent olumc

11H''J_

--_- ---- ----

S882, 286 j $221, 132 2.';. ! S604, 32(, I 58, 50, L'iu, 828 I fi
1945- m--

---

.. 828, 83iJ ' 2(i8 711 32, 1;2 4114 872 I 48, 8,' 155 252, 18,
1n47_

--- ---

-- 770, 15J :nS 86- 29- 70 399 924 51-9) 141 663 18,
19.j8_

___ --- ..-

----- S09, 930 11\5. 4 364,1 25) OUi 40, 40 2681 14
9_--

- - ---

425 346 248. 95f) , 58, 103, 9.'O ' 24 14 72 137 J01L.-- -- , ,'fj4 478: :5 9\1 80, 177 1h)(JL-- -- ' 549. 5:.;; -

j) " ,

jU tD. 94 66 26. , (In' 6J, 030 , 00JlJ5L 52:3 03:1 35S. 395 6S- 52 69 264 J3, 24 , 95 374 18.

-- --- --- .- 

I S'lh' prior to C!1l )' Lr l'J49 W('8 unrlcr the Coopcrn.tiyc Plar:; sides hegi!llling ilJ 1!J4D are tbosc Jr.ad e
uJJrlel' thc Pacl"wc Phm

The above figures show that the significant change which took place
in LaSltlle s sales occurred in the field of its institutes. In the first
year after the contract between the partjes such sales declined by
more than 50% on a clollflr-yolume basis , and they continued to decline
until by 1952 t.hey only a,mounteel to flbout one-eighth of LaSalle
sales as compa.red to their former position of one-half or better. The
iJgurcs also reveal that home-stndy sales, which prior to the agree-
ment accounted for approximately one t.hird of LaSaJ1e s iot.al sales
have inereasecl so that they now represent in excess of two- t.hirds of
sueh sales. It seems lwident from the foregoing ligures that the major
change which took plaee occurred , not in the field of the independent
business sehools , ",yhich nCver fUTlonnted to more than about 18% of
LaSalle s tot.al business during this pe1'ioc1 but in the field of its insti-
hItes, and that home i:tncly hilS taken the pJace or the institutes as
the major source of re'"enue.

2. Tbe Alleged jU-"lluisitiol1 of J\ew Schools

LaSalle offered in eyic1e,nce a list of six institutes and 16 business
schools which it c1n1Inec1 were newly acquired after November 1048.
The fact that it acquired 22 ne',, schools sillce the dat.e of its agreement
",vit.h Stenographic is cited fiS evidence of the fact that there was no
agreement by LaSalle to get out of the school business and to confine
itsc1f mainly to home-study stuc1eJlt,

An analysis of the liS1: offered by LaSalle n,nd its comparison with
other evidence in the record establishes that t.he list is "highly watered"
insofar as it purports to show thrtt LaSalle acquired any substantial
amount of new school business subsequent to the date of the agreement
with Stenogrnphic. Of the six "new" il1stitutes iJye were either old
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customers (including t"o of Herman Miller s schools) or subsidiaries
of old customers 16 and one , by !Cenclall's own admission , was not an
institute but consisted of a woman steno-typist "ho ordered supplies
from LaSalle and gave some private lessons." Of the 16 so-called ne"
independent schools listed by LaSalle, ten are located in communities
where there is no rival school purchasing the Stenograph and the
sales to these schools are so small and sporadic that there is reason to
believe that Stenographic had no interest in acquiring them." In the
case of three of the other so-called independent schools, the record
shows that they were public schools and that the saJes to them w'ere.

made under a home-study coaching plan. Since LaSalle was sup-

posed to concent.rate on home study under t.he a.greement with Steno
graphic, the sales to these schools are per-feet1y consistent with that
agreemcnt.. Of the remaining three schools , there is reason to believe
that Stenographic acquired one of them in 1950. Except for the

10 These inc1ude the Stenotype Schools listed In the following cities: Little Rock, Los
Angeles , San Francisco, Montreal 'and Ottawa. The first of these , according to Kendall'
own testimony, merely involved a cbange of name 01' management of an old customer.
'l' be record sbo s only one sale to the T ittle Rock schooJ in 1049 I'i;; in 1950 and two in
1051, The second and third schouls mentioned above are Herman ::liler s schools , with
whom LaSalle had resumed business. \V11ile the school in Montreal is listed by LaSalle
as a "new" school, in another exhibit purporting to 8110'" its customers as of the day
prior to the agreement with Steno)lraphic, the institute in ::Iontreal is listed as it
custumer. Signifcant1y, at one point in his testimony Kendall stated tl1at no new insti-
tutes werc formed after 19.16. 'Vben his attention was called to the abon-mentioned
exbilJit , he quic!tly added the name of the Uontreal 8('11001. Buwenr, the fact that it is
elsewhere listed as an oJd school suggests that bis first answer was correct. The Ottawa
Scbool is merely a subsidiary of the r-Iontreal School , according to Kendall's testimony.

17 'rhis is the school listed in the exhibit as the Stenotype Institute of Denver. The
record 1'110\\1' only a single sale to this customer in H)G1.

H Below are lioted the nal!l' of tlH'se schoolo a111 tl1e Dllmber of sales to t:WHl acconUllg to LC\S""llp
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o orlies lIsted.
Butte Busine,os College Butte 'llonl_
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3,ute Vocational School, DotJJUI Field , Al

- :\'

0 sales !iste,:. 

19 These include East Detroit High School and Lake View High School of Detroit
::1ichigun and Civic Cellter , St. Clair, ::fichigan. Although listed as new schools , LaSalle
record of sales made between March 1 , 19-19 find December 31 , 1952 shows no sales to
the first two of these schools.

2() According to LaSalle s figures , it made two sales to the Massey-Draugbon Business
College of :Montgomery, Alabama , in 1949 and fh'e in 1950. 1\-0 sales are listed thereafter,
However , one of Stenographic s exhibits Hsts this school as being acquired as a customer
in June 1950, and sbows sales of $5 428. 87 to it up to 1952.
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sales to Miner s two schools and two or three other schools the record
shows that the sales to alJ 22 of the so-calJed new schooJs and institutes
were on a relatively smalJ scale. The fact of the matter is that despite
the "new" acquisitions , LaSalJe s sales to its institutes dropped sharply
throughout the 1949-1952 period, while the sales to iudependent schools
remained fairly st.atic. This is mute testimony to the unrealistic na-
ture of LaSalle s claims with respect to its expansion during this

period , based on the acquisition of new Stenotype schools.

E. The 001npetition Bet10een Respondents

Respondents contend that the competition between them was either
nonexistent or on a very minor scale. Such contention is apparently
urged as negating the existence of any illegal agreement to curtail
competition 01' as indicating that any agreement which may lwve been
made had no substantial efFect on competition. Respondents ' basic
position in this respect is that LaSalJe is fundamcntal1y an educa-
tional institution , whose prirnary interest is the teaching of students
rather than the sale of machines , and that its objectives have been pur-
sued mainly through its home-study students and institutes

and only
incidentalJy through independent business schools. On the other
hand , it is contended that Stenographic is primarily interested in sel1-
ing machines and that it has concentrated mainly in the field of in-
dependent business schools.

The examiner finds that this claim of the absence of substantial
competition between the Tespondents is lacking in merit. The record
shows that there has been substantial competition between LaSalle
and Stenographie both with respect to LaSaI1e s so-called institutes
and in the field of independent business schools. 1Vhen Stenographic
entered the field in 1938 , the major part of LaSalle s business was with
its institutes , the next largest part was in home study, and the smaJl-
est, but a nevertheless significant, part was with general business
schools." In order for Stenographic to build up its business it was
necessary, as 1Yright himself testified , to "get our schools out of their
(LaSalle sJ list " and further to take "a lot of theirs (schoolsJ and I

:1 IlJustmtiye of the diYision of LaS!lJ!e saJes daring this periocl , aud for some real"S thercafter , arc the
fo)J()w in!' figvres oidoJlar \"01un!e ofSfJlps.

-- -- - --

7 :
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am SUfe maybe they took some of ours." According to Stenographic
own figures , it is today doing business with at least 34 schools which
were formerly doing business with LaSalle. Other figures , shOlving
Ste,nographic s schools as of 19tH revcal that it was doing business
with at least 15 schools bearing the name "Stenotype " or "Stenotype
Institute" as part of the name of the schoo1.

In the opinion of the examiner , the emphasis put on the fact that La-
Salle is primarily an educational institution interested in selling

training courses and not shorthand machines is largely a matter of
semantics. According to \Vright, when he was with LaSal1c prior to
forming his own company, "mofOt of the emphasis was on machine
sales." Assuming, however , that there is sorne merit to t.he claim that
LaSa1Je -was interested in training students in the art of mechanical
shorthand rather than in merely selling Inachines , the same thing \Va,:
true of Stenographic s operations since it too sold texts and other ma-
terials in connection with its machines and was interested in the proper
training of the stullent." Kendall of LaSalle admitted that basically
his company and Stenographic "both promote the sale and distribu-
tion of our own machines and training.

Based on the evidence in this record , the examiner is convinced , and
finds , that competition between LaSalle and Stcnographie has been
real and substa.ntial in the non-home-study field , except insofar as it
has been curtailed by agreement of the parties. Only in the home-
study field is evidence lacking of actual competition. Even in this field
according to I,Vright, his company has been for some time engaged in
the preparation of material for home study use , but has not yet per-
fected it or put it on the market. -Whether Stenographic would have
by now entereel the home-stuely field if not for its agreement with La-
Sane is a matter as to \yhich there may be room for speculation. 
any event, to the extent that LaSalle and Stenographic were not in
actual competition in this field , they were at least potential competitors
and any agreement to limit such competition would likewise be
illega1.

SUJn1na1'Y and Oondnding Findings

The examiner is convinced from the record as a whole , and so finds
that respondents entered into an agreement substantially as alleged
in the complaint. The fact that these two groups of competitors

Correspondence between Stenographic and IIerman lIIilel' , "bic11 was introduced in
evidence by the former, reveals an unwilingness on its pnrt to sf'll machines to :'lile:-
except on a basis which would recognize the welfare of the stucIcnts and the fact that
Stenographic was interested in something more tl1nn tile sale of mucljines.

:1 U. S. v. AluminUIn Co. of Ame'. ico 148 1, . 2d 418 , 42(1: U. S. Y. General nyrstllff
COI' 57 F. Bupp. 642, G4S; see nlso American 'lobr/.:co Co. i" U. S. 32S U. S. 7SJ , 708.
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should have entered into an agreement that one would become the
other s source of supply is itself a rather unusual and suspicious cir-
cumstance. 1Vhile there were certain advantages (such as cost-saving
arising from the interchangeability of parts) which might have sug-
gested the desirability of such an arrangement as a strictly businees
deal , nevertheless, the fact that one competitor would be wiling to
place its somce of supply at the mercy of the other, even to the extent
of having tllltt competitor develop a new maehine for it , suggests that
possibly there ,,,as more to the arrangement than meets the eye.

,Vhen reference is made to the actual terms of the agreement , one is
confronted with the sommvhat unusual provision that LaSalle would
notify Stenographic when it terminated a contract with any of its
schools and that Stenographic would then undertake to serve these
schools. 'While the agreement does not expressly require that LaSal1e
terminate any of its contracts , there is a, suggestion in the language
used that such a eourse may possibly have been within the contempla.
tion of t.he parties. A_ny doubt on this f'core , 110\1e1,81', is resolved
when recourse is had to t11e subsequent eoncluct of the parties, which
is largely rccorded jn variolls items of correspondence.

Thus .in December 19 , shortly after the agreement betwcen the
parties was consummated , LaSalle sent Stenographic a list of its
schools and inst.itutes. The letter transmitting the list \Vas strangely
missing at the time of the hearing herein. All that appears is the ac
kno dec1gment of the list by \Vright of Stenographic with the cryptie
C011rnent that: "The meanings of this Jetter, in the light of 0111' e01l-
versations, are appreciable." The explanations given of this corre-
spondence by ,Yright and by ICpndaJ1 of LaSal1e are a masterpiece in
evasion and circumlocution. \Vhile they were not required to make
admissions helpful to counsel supporting the complaint, their lack of
candor is a factor to be considered in eva.luating their testimony as a
who)e and in considering whether the disappearance of certain 001'1'('-
spondcnc.e was sheer accident. Despite the reluctance of tJ18S8 wit-

nesses to admit that there was any c.onnection between the sending of

the list and clause 7 of their contract, the testimony of "\Vright's son
establishes that there was snch a connection , albeit it was his claim
that this clause of the contract had no illegal connotations. It may be
inferred that t.his Jjst served some llsefnl purpose since the reconl
shows LaSalle sustained a substantial loss in its business with so-caJJed
institutes, and that. Stenographic acquired a substantial number of in-
stitutes and schools ,vhich were formerly customers of LaSaJle.

:11 Accorrling to a Iist of schooJs prcIJfred b.-I' Stenographic, purported to show ch()()J
"hieJJ it acquired from LaSal1c , 23 of tlJe 34 schools \vcrc acquired after December 1848
whell it receiv('u the above list.
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The correspondence which passed between the parties further shows
that in May and June 1949 , Stenographic undertook to censor the ad-
vertising of LaSa.l1e and of on8 of its customers. Although the adyer-
tisement of LaSalle s affliate school in Bost.on, which represented it-
self as the "only" Stenotype school in Boston , was aceul'n.te , Kendall
undertook at 'Wright' s request to have .it modified. The reply from the
cllstomer was strangely missing, but in his own reply Kendall assured
1Vright " that if we keep at it everyone concerned will soon learn that
his best interost is in promoting a machine shorthand rather than in
fighting each ather. " The pxaminer entertains no doubt that if not for
the underlying understanding bet,veen the two companies Kendall
would not have sought to get his customer to modify his advprti;;ing
ftucl, in fact, that "Tright would not have E1adc t.he reqnest he did in
the first place.

The second effort at censorship is perhaps the most damaging piece
of ev.idence, aside from the conpspondence with Herman :Mil1er. The
arlvcl'tise, ment to whieh ,Yright objectpd was one which indicated that
LaSalle wasstill seeking- to g-et business from schools. "\Vhen \Vright
asked Kendall to exphin this adverti.,ement , the latter indicated that
it was all a mistake flrising from the fact that his advertising mana-
ger had forgotten to cancel an order giyen prior to their agreement
and assured '''right it would be " the Jast copy." Kcndall's letter con-
tains t.he unmistakable admission that as a result of the agreement
with Stenographic his company was "not promoting St.enotype
through schools" and had "not made a single fra,nchise sinee we en-
tered into our agreement." This explanation was acce,pt:ed hy \Vright
with the gracious comment: "It rings true.

In February 1950 , in advising ,Vright as to his probable needs ur:dl'r
the contract, Kendall indicated that he and 'Vright had disc11ssed the
matter of school sales "several times" and acknowledged that: ;' VFe

have not promoted this actiyity at all , so there is a diminishing volume
from this activity." The same letter indicates that LaSalle s hame-
study activities wcre being expanded , which is also in accordance with
the agreement between them. In a letter written by him in J\Iay ID50

IVright acknovdedgerl what his undcrstanding of LaSalle s policy

now was , viz. : " Y all no longer aSsume to serve the sehools." It may
reasonably be inferred that this understanding on 'Vright's part ,vns
an outp-rowth of tIle agreement and tIle c1isclls'iion betwP'pl1 himself and
Kendal1.

The foregoing evidence, in the light of what :tCtuaJ1y happened to
LaSalle s business , is suffcient , in the opinion of the examiner , to estab-
lish the existence of an agreement of the type charged in the com



S'l' ENOGRAPHIC MACHINES, INC. , ET AL. 827

794 Findings

plaint. However, the correspondence bebveen Elliott and Herman
Miller of the Stenotype Company of California Jends additional sup-
port to the conclusion and serves to clarify some of the details of the
understanding. This is particularly true of the letter of December g
1948 which states that "naturally" the deal between LaSalle and
Stenographic "entails some agreements between us " as follows:

Olle of those agreements was that we would not try to steal (;ustomers from each
other, We agreed with Wright that we would not try to open any ne\v schools
which are not at present franchised if he has another school in the immediate

tel'l'itorJ' . It was agreed that should a school wish a franchise and in the event

Wright conId not satisfy bim or he did not want to do business with the

Stenograph people, then "'right woulu release him to us and we could go
ahead. * '" *

This exposition by Elliott undoubtedly explains why LaSalle was
nble to acquil'c a number of i:lIall i:chools in communities where it was
not in competition with Stenographic and hy it declined to grant a
fra,nchise to a school in Philadelphia where there was such competition,
IVhiJc the correspondence with Miller indicates a desire to keep his
business, if possible , there is nothing inconsistent between this and the
existence of an agreement with Stenographic to curtail competition
since it:is evident from the correspondence that only if the matter wa.s

c1eared" with IVright could they continue with Miler.

The correspondence between LaSa1le and two potential customers in
July 10:;0 and December 19:;0 also lends support to the existence of an
ilegal agreement between LaSa1le and Stenographic. It is clear from
the J llly correspondence that the reason ,,,hy no franchise was granted
to the Berean School of Philadelphia WRS , as indicated on the nota-
tion made by LaSa1le on the letter received from that school , that:

L\:reJ would be in competition with Stenognlph Lhcre." In the cor-
respondence with the Lenox School of IVashington, 1) C. in De-

('elnuer 1950, LaSalle endeavored to discourage a sale of machines

by advising the inquirer that it was its policy only to sell a complete

training course.

\Vhile respondents ' offcials who testified sought to give a different
and largely innocent interpretation , to much of the above correspolld-
ence the hearing examincr cannot accept these expla.nations in the light
of the record as a whole. \Vhile some of the explanations might be
cOllsidererl to have a measure of plausibilit.y if considered in isolation
'he.n viewed in the light of the 1'econ1 as a whole including the many

contradictions and evasions above adyerted to the examiner pre-fers to

accept the nonnal meaning of, an (1 rensonab1e inferences to he drawn
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from, the contemporary documents rather than some of respondents
offcials ' fine-spunla.tter- day denials and explanations.

If t.here were, any doubt as to tbe exist.ence of an agreement substan-
tially as ehal'ged in the c.omplaint, it is dissipated when reference is
made to the evidence of what happene,d to respondents ' business after
the agreement , particularly the figures of L"Salle s sales. Although
cited by LaSalle in support of its claim that there was no agreement by
it to dc-crnphftsize its school business , the figures actually show to the
contrary. These figures show that while LaSaJle s sales to its institutes
amounted to $251 918 in 1D48 and accounted for approximately 50

percent of nIl Stenot.ype sales, the sales for such institutes declined by
1052 to $6D 2M and accounted for only 13% of all Stenotype saJes.
During the same pEriod home-study sales, which ",yere $185 74.j. and
accounte(l for 36 percent of Stenotype sales in 1948, increased to
$=358 395 in 1952 , when they accounted for 68 percent of its sales.
Sales to independent business schools, while they showed some decline
during the period , did increase in H)52. to above the 1948 level I-Iow-
Eyer, s11eh increase is a negligible f8ctor in the overall loss in non-home-
stuny sales. \Vhile )10 eompal'able figures of Stenographic s sales dur-
-ing the 1D48-1952. peri on are availahle, the record docs disclose that it
acquired approximately 25 former LaSalle schools since the date of its
agreement. with 1-1aSaJle.

l'om the record as fl "\"hole , the examiner is convinced , and so finds
that LaSalle and Stenographic entered into an agreement unde.r which
LaSalIe ,vas to de-emphasize its school business and place its primary
emphasis on home study, and that Stenographic was to be given an
opportunity to take over a numbcr of LaSalle s schools as wen as to
aeqnire ne,v ones. ,Yhile it may be that. LaSal1e still retains some
of its institutes and sehools , and that there are still some instances of
ovcrJap of customers flnc1 of competition bcbveen them , as respondcnts
cla, , t his does not disprove the existence of an illegal agreement for a
division of customers. As is true in many of such covert agree-
ments , all the deta.ils of the arrangement are not always a,pparent and
certa-in exceptions to the general Tule aTe made. IIowever, while a.lJ of
the ramifications of the arrangr.ment, or possible exceptions or modi-
fieations which the parties may have decided to make, may not be ap-
parent, the fa,ct remains that a basic agreement or the type charge,
has been established and , fnrt.hermore , such agreement has, in sub-
stantial measure, been carrIed into eftect. .J ust as it may not always be
possible to est.ablish a. perfect competition, it is also not always pos
sible to achieve a perfect agreement to limit competition , since , as the

2-\ ee u. S. Y. U. S. Gypwm. Co. iJ34 e. S. 364 , 395,
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poet. said: "The best-laid schemes of mice and men gang aft a gley.
Such lack of perfection in achievement does not gainsay the fact that

finite men have entered int.o an illegal agreement to meddle with the
natural laws of competition.

III. The effect of the unfair practices

R.esponc1ents contend, in effect, that there can be no substantial ad-
verse effect upon competition of tbe practices here complained of be-
cause the meella,nieal shorthand business constitutes only a very minor
segment of shorthand instruction field generul1y.2C The examiner
regards this contention as lacking in any substantial merit. The
mechanical shorthand business is clearly a separate field of trade or
commerce or a definable segment of such a field , in ,,,hich an agreement
of the type above found would have a substantial effect on customers
or potcntial customers in the fieJd. Respondents ' argument that their
customers or potential customers have available to them other modes of
shorthand instruction has as much merit as an argument that a conspir-
acy between airline carriers can have no effect on commerce because pas-
sengers have an opportunity to use rail , bus and other modes of trans-
portation. The fact is that respondents are the onJy sources from which
mechanical shorthand machines can be obtained and have a virtual
monopoly in the fiehl. It matters not that the amount of their com-
merce is relatively m(lll in compa.rison wiih other commerce in this
general field since it is the "character and not the extent of the control
which t.he law denounces, The amount of interstate commerce or traelfl
involved is not material." 

It is accordingly found that the agreement., understanding and ar-
rangement hereinabove found , and the methods , ads , practices and
things done and performed in pursuance thereof have a dangerous

tendency unduly to hinder competition and tend to create a monopoly
in respondents in the trade and commerce hereinabove described and
found.

COXCLl7SlON OJ. LAW

It is concluded that the acts and practices of respondents and the
things done and performed by them as hereinabove found , are an to
the prejudice of the pubJic and constitute unfair methods of eompeti-

G Rcs!)ondentH song-ht to show tJjat in 1849 :persons receiving- instruction by mechanicaJ
shorthand machines const1tuted Jer;s than one percent of aJl persons receiving intruct10Il
!n shorthand hy pen , pencil Ilnd other non-mechanical devices.

Z1 Louisiana .Farmers ' Protective Union Y. Great A. 

& p, 

Tea Co. 131 F. 2d 419 , 422; see
also White Real' Theatre COI p. Y. State Tllf:atn3 Cor-p. 129 F. 2d 600 , 605.
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bon and unfair and deceptive acts and practices in commerce within
the intent and meaning of the Federal Trade Commission Act.

THE RE)fEDY

Although denying that they entered into any ilegal agreement re-
spondents urge , in effect, that no order should be entered against them
since the agreemcnt of X ovembcr 16 , 1948 , from which the illegal under.
standings are alleged to flow , was abandoned on January 8 , 1953

approximately two weeks prior to service of the complaint in this pro-
ceeding upon them. The examiner finds this contention to be wholly
lacking in merit. In the first place the alleged abandonment of the
agreement of K ovember 16 , 1948 on the eve of the issuance of the com-
plaint and after this matter had , to respondents ' lmowledge , been un-
dcI' invcstigation for over a year does not demonstrate any particular
good faith on their part. In the second pla.ce the examiner is not
convinced that the basic understanding with respect to a division of
customers reached in the 1948 agreement has been abandoned. The
Jetter-agreement of J anllary 8 , 1953 continues the basic relatjonship
between the parties and there is no reason to believe that the ilegal
understanding above found has been abandoned. It is accordingly
concluded that this proceeding is in the interest of the public and that
an order to cease and desist from the ilegal praetices found should

issue against respondents.
ORDER

It i8 ordered That the respondents Stenographic lachines, Inc. , a
corporation , LaSalle Extension University, a corporatioll and The

Stenotype Company, a corporat.ion and their respective offcers, di-

rectors, agents, and employees, in connection with the offering for
sale, sale or distribution in conunerce , as commerce is defined in the
Federal Trade Commission Aet, of any type of shorthand stenographic
machine whet.her sold or disseminated uncleI' the name "Stenotype
Stenograph" or any other llame or designation , do forthwith cease

and desist from entering into , continuing, cooperating in or carrying
out any plallne,cl common course of action , combination , agreement
or understanding or arrangement between or among themselves, or

between any one- or more of said respondents and others not parties
hereto , to do 01' perform any of the following things:

(1) Allocate to , among or between themselves or any manufacturer
seller or distributor of said maehines, the customers, potential cus-

tomers, or class of eustomers to "\vhom said products may be sold,
rented , leased, 1oa1wd or disposed of in any other manner;
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(2) Restrict, restrain or limit in any maImer or by any means
those to whom any manufacturer, seller or distributor of said products
may sell , lease, rent, loan or dispose of same in any other manner; and

(3) R.estrict or restrain in any manner or by any means the saJe
or distribution of said machines.

OPINlO:! OF THE CO::BIISSlOX

PER CURIAM:

This is an appeal by respondents from an initial decision finding
that respondents have entered into an illegal agree.llent to divide
between themselves the market for mechanical shorthand machines

contrary to the provisions of the Federal Trade Commission Act.
LaSalle Extension L niversity operates a correspondence school.

Included among the courses taught is that of taking dictation by
means of a mechanical shorthand machine. This Respondent also
sells a machine which is known as the "Stenotype . Respondent

Stenotype Company is a whol1y-owned subsidiary of the LaSalle Ex-
tension University. Since the latter part of 1948, The Stcnotype

Company has been inactive Lncl its functions have been taken over by
respondent LaSalle. Respondent Stenographic 1\:fachines , Inc. is

engaged in the manufacture and distribution of a shorthand machine
known as the aStenogra.ph"

The complaint alleges that respondents have entered into an agree-
ment whereby Stenographic was to confine sales mainly to private
commercial schools or colleges and LaSaJle was to confine its sales
principally to home study or correspondence students.

Involved principally are questions of fact. The initial dccision

contains a detailed statement of the evidence. :From an examina.
tion of the record , we conclude that the findings, conclusions and order
of the hearing examiner are correct and they are adopted as the find-
ings, conclusions and order of the Commission.

It is directcd that an order issue accordingly.

ORDER AFFIR)IIKG r:XITIAL DECISIO:!

Respondents having appea1ed from the initial decision of the hcar-
ing examiner dated July 15 , 1954; and the matter having been heard
by the Commission on briefs and oral argument; and the Commission
having rendered its decision adopting the findings , conclusion and
order contained in the initial decision: 

4237-58- 58-
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It ;8 ol'dued That respondents ' appeal from the initial decision is
denied and the initial decision is hereby affrmed.

It is fU1'the1' O1'del'd That the respondents shall , within sixty (60)
days after service upon them of this order, file with the Commission
a report in writing, setting forth in deta.il the manncr and form in
which they have complied with the order contained in said initia.l
decision.
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IN THE J\IATTER OF

MAX SCHWARTZ AND SARAH SCHWARTZ TRADIKG AS
MAX SCHWARTZ CaMP ANY

ORDER, ETC., 1K REGAnD TO THE ALLEGED Y10LATIOX OJ: THE FEDERAL

THADE CO)I1\188IOK ACT AND OF TIlE \VOOL PRODUCTS LABELIKG ACT

lJocllet 61U2. Complaint , .lIar. l!JJ. Dccisioii , Jloi'. lS, 19j5

Order requiring an individual in ),Tew York City who purchased from mils and

jobber.: bolts of cloth which he cut into snit lengths and sold to pedlliers, to

cease labeling such domestic "cuts " falsely as imported from the British
Isles; failng to disclose that certain wool-like fabrics \\'ere in fact made
from rayon and acetate, and tl1at others were '; seconds

, "

mill ends , and
umnel'cbantables ; and failing to label certain wool products as required

by the .Wool Products Labeling Act, with respect to the constituent fibers
country of origin , and otherwise.

Before llfr. Fl'wnk H7:er hearing examiner.

. GeoTge E. Stein?netz and 3fT. John .1. NcNally for the Com-
mlSSlOJl.

1111'. 11yman Fl'ied of Kew 1. o1'k City, for responde,nts.

DECISIOK OF THE COllDIISSIOX

Pursuant to Rule XXII of the Conlmission s H.ulcs of Practice, and
as set forth in the Commission s " Dec.ision of the Commission and
Order to File Report of CompJianee , dated March IB , 1955, the

initiaJ decision in the instant matter of hearing examiner Frank
IIier , as set. out as follmys , becnme on that elate the clecision of the
Counnissioll.

J);ITIAL DECISIOX BY Fn \XK 1-IIER) HE.\JU:f'W E:LDnSER

Complaint herein issued j)farc.h 11, 1954 charge,s respondents as

copartners "\yith violation of the Federal Trade Commission Act (lG
U. S. C. 45) and the IV 001 Products LabeJing Act of 1939 (15 r. S. C.

OB (a)- (j)) in that it a!Jeges that respondents:
l.:.lisreprcsent.ed domestic.ally producecl fabrics as being imports.
. Failed to disc-Jose true fiber contents on synthetic fiber fabrics

simulating natural fiber fabrics.
:3. Failed to rlisc.ose that inferior fabrics '''ere not nrst quality.
4. Falsely labeled fabrics as to tmc fiber content.
5. Failed to label fabrics as to true fiber content.


