The University of Maine

Digital Commons@UMaine

Great Northern Paper Company Records Manuscripts

1978

The Great Northern Paper Company, Chapter 15: Of Many Things

John E. McLeod

Follow this and additional works at: https://digitalcommons.library.umaine.edu/great_northern

b Part of the United States History Commons

Repository Citation

McLeod, John E., "The Great Northern Paper Company, Chapter 15: Of Many Things" (1978). Great
Northern Paper Company Records. 152.
https://digitalcommons.library.umaine.edu/great_northern/152

This Book Chapter is brought to you for free and open access by DigitalCommons@UMaine. It has been accepted
for inclusion in Great Northern Paper Company Records by an authorized administrator of
DigitalCommons@UMaine. For more information, please contact um.library.technical.services@maine.edu.


https://digitalcommons.library.umaine.edu/
https://digitalcommons.library.umaine.edu/great_northern
https://digitalcommons.library.umaine.edu/manuscripts
https://digitalcommons.library.umaine.edu/great_northern?utm_source=digitalcommons.library.umaine.edu%2Fgreat_northern%2F152&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/495?utm_source=digitalcommons.library.umaine.edu%2Fgreat_northern%2F152&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.library.umaine.edu/great_northern/152?utm_source=digitalcommons.library.umaine.edu%2Fgreat_northern%2F152&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:um.library.technical.services@maine.edu




1974

fact that the by-laws specifically stated that the President ''shall
have the general direction of the affairs of the Company.... and shall
perform the duties usually incident to the office of General Manager",
a provision going back to the time when Col. 0.H. Payne had agreed

to put up the money if Garret Schenck would run the enterprise.

The anomaly had technically existed since the time William A. Whit-
comb had been elected Vice-President and General Manager in 1913.
George Parks had had the title of General Manager before that, but

he was appointed, not elected, and was confined strictly to the manu-
facturing operations. So was William A. Whitcomb, by tacit agreement,

and the situation did not surface until the point we have reached.

There was never any question that William A, Whitcomb would
succeed Garret Schenck, and therein lay the problem, because it would
have been normal that the 2d Vice-President would move up. S8Sheldon
Wardwell, from his friendship with both men, and his close associa-
tion with William A. Whitcomb, knew that the latter would never
stand for Fred Gilbert as his first officer. The time element was
critical. The next meeting of the Board of Directors was but a few
days off, and the Annual Meeting of Stockholders only two weeks away.

Sheldon Wardwell moved quickly.

On January 4, 1928, the day after Garret Schenck's death, he
wrote a confidential letter to Commodore Ledyard, requesting a pri-
vate session with him before the Directors' meeting coming up the
following week. While he did not give any reason, it is clear from
the content of later correspondence. As the result of this meeting,
while the matter was pressing, the decision as to nominations for the

Vice-Presidencies was held up until after the Annual meeting.
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At this meeting, held on January 18th, incumbent Directors Lewis

Cass Ledyard, Lewis Cass Ledyard, Jr., William A. Whitcomb, Eugene
Hale, Jr., F.S. Rollins, Sheldon Wardwell and H. Merton Joyce were
returned. John Hay Whitney and Hilbert Schenck were elected to fill
the vacancies created by the deaths of their respective fathers, Payne

Whitney and Garret Schenck.

Of that astute young man, John Hay (Jock) Whitney, we will not
write bere. Sportsman, World War II Army Air Force officer, finan-
cier, diplomat and philanthropist, his name has been known world-
wide for more than a generation. We will say at this point only
that he was twenty-four years old at this time, and heir to a large
part of his father's great fortune, which legacy, however, was as
we recall, in trust until he should reach the age of forty-one; this,
if our memory is correct, probably governing to some degree his con-
duct during his earlier years on the Board of Directors, during which
he participated seriously but not obtrusively in its business,list-
ened more than he talked, and deferred, it would appear, to Commodore

Ledyard and Lewis Cass Ledyard, the guardians of the Whitney interests.

We have already made mention of Hilbert Van Nydeck Schenck
(1893 - 1972), a 1918 graduate of Williams College. He was an in-
surance man all his working life, making his home in Brookline,
Massachusetts. He was an active member of the Coast Guard Auxilliary
during World War TII. Of medium height and sturdy build, a quiet,
unassuming gentleman, he was a quiet, unassuming Director. He chose
not to throw his father's weight around, and was not given to contro-
versy, but the writer has heard him, on occasion, express himself in

vigorously salty language on some proposition which offended his
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strong sense of fairness. Hilbert Schenck served on the Board of

Directors continuously through 1964; thirty-six years.

It might be interesting to note here, in connection with the
way things were done, that Garret Schenck had handled the petty
cash account for the Boston office personally, through a small bank
account in his own name. This of course was frozen, and it was
necessary for the stockholders to vote an appropriation of $2,500
to be placed in the hands of Lester Smith for the payment of small

bills.

In the meantime, Sheldon Wardwell had caught up with the situa-
tion which we have mentioned. On January 19, 1928, he wrote Commo-
dore Ledyard, admitting that he had overlooked the section of the

by-laws which made the President also the General Manager, saying:

"This provision may not absolutely exclude the appointment

of a General Manager, hut it would seem that it would be

better to give such officer another name, as for instance

"Assistant to the President':.

He explained that this might be done under a provision that
the Directors could appoint ''such other officers, agents and ser-
vants as may be deemed necessary'', and added:

"Another matter overlooked is the provision of the By-Laws

relating to the Second Vice-President, which has a bearing

on the suggestion that Mr. Gilbert should be made First Vice-

President",
and then quoted the complete section specifying the duties of this

office, the essential content of which we have already given, saying:
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"You will remember that this section was drawn in this manner for a
particular purpose, and it would appear to me that Mr. Gilbert should
be appointed Second Vice-President instead of First, and in passing,
I think it would be rather advisable to call Mr. Gilbert's attention
to this provision of the By-Laws prior to the Directors' meeting, as

I believe that he expects to be made First Vice-President.,”

He then pointed out that their discussion he had also forgotten
that the First Vice-President must be a Director, which Fred Gilbert
was not; excusing himself by pressure of other business; and set up
another private meeting to be held early in February, prior to the
election of officers, ending:

"My first impression was that these provisions of the By-

Laws created complications but I now think they will work for

the best interests of the Company, although your suggestion

that the directors should not choose a Second Vice-President

can not be followed."

On January 23d, he wrote again:
"My dear Commodore Ledyard:

Talking with Mr. Whitcomb this morning, he brought
up the question of General Manager, and his anxiety to
have McKay in that position. I called his attention to
the provision of the By-Laws and my letter to you of
January 19th.

Mr. Whitcomb particularly and with good reason dis-
liked my suggestion 'Assistant to the President' and

' which seems

suggests the title '"Manager of Manufacture'
to me a title which would adequately define Mr. McKay's

activities."
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A, Whitcomb should be consulted. He pointed out that the position
could not be left open, as there would then be no one to act as
President in case of need, and that if H. Merton Joyce were not
selected. he had no alternate to suggest, but that if he was the man,
he should not be considered interim or temporary, as failure to be
re-elected would hurt him in the trade. Obviously in order to get
William O. McKay into the line-up, he suggested consideration of
baving three Vice-Presidents, one in charge of each major department,
but because of the time element and the necessity of holding another
stockholders' meeting, he did not feel that it would be necessary to

make this change, if it seemed desirable, until the next year.

On January 26th, Fred Gilbert wrote Sheldon Wardwell the follow-
ing letter, which, under the circumstances, the writer believes

was entirely sincere:

"Dear Mr. Wardwell:

Further in regard to our telephone conversation of
January 25th: Official title never meant much to me.
I have served the Company nearly twenty-eight years,
and never had in that period of time an unhappy ex-
perience or a word of embarrassment between the Chief
Executive and myself; and I hope that the few remain-
ing years that I serve the Company will be continued

on the same lines.

In gratitude for the kind treatment received from Mr.
Schenck and the directors of the Company, including

your father, my services will always be available as
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long as 1 live (without monetary consideration) for
the purpose of protecting their interests.
Very sincerely yours

Fred A, Gilbert "

This brief letter is interesting for several things. It re-
flects the spirit of pride in the Company and loyalty to those who
represented it, which we have tried to explain; in this case those
who had represented it; it emphasizes the secrecy surrounding every-
thing -- J. Otis Wardwell, who was Garret Schenck's fishing companion,
was never a Director, but there was no way for even Fred Gilbert to
know that unless he was told, which apparently he was not -- and
a certain apprehension, which as it turned out was justified, can

be read between the lines.

From this point, events moved very quickly. Commodore Ledyard
bought the three Vice-President concept, and he did not worry about
a second stockholders' meeting. The Executive Committee, meeting
on February 8th, just ahead of the Directors' session, recommended
revision of the by-laws to provide for this change in organization,
and Sheldon Wardwell was put to work on them. Tn the meantime, there
being no other choice, officers were elected under the existing by-
laws -~ William A, Whitcomb President, H. Merton .Toyce First Vice-
President and Manager of Sales, Fred A, Gilbert Second Vice-President
and Manager Spruce Wood Department; Bryan L. Seelye Clerk, B.C. Ward
Treasurer. H. Merton Joyce was elected Assistant Clerk and Charles
Bowles Assistant Treasurer. The salaries of the officers were set
at $30.000 for the President; no change; $23,000 for the lst Vice-
President, up $3,000, and $20,000 for the 2d Vice-President, no change.
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The new Executive Committee was composed of William A, Whitcomb,
F.S. Rollins, Commodore Ledyard, Lewis Cass Ledyard, Jr., and Sheldon
Wardwell.

Where Garret Schenck had done pretty much as he pleased, William
A, Whitcomb wanted to know where he stood, and he wanted some changes
in the way things were handled. For instance, we said in another
place that the policy of the Company was to confine expenditures
for new work to the amount set up for depreciation. This policy is
noted officially for the first time in the minutes of this meeting,
at which a vote was taken '"to spend for new work an amount approximately
equal to depreciation." A similar resolve was usually made each year
thereafter, and individual projects were approved within this limita-
tion. No more money was borrowed for plant improvement until the ex-

pansion of the 1950's.

At the March, 1928, meeting of the Board, Sheldon Wardwell was
sent back to do a little more home-work on the by-laws, which were
approved in their new form early in April, and revisions were rati-
fied at a special meeting of the stockholders on April 25th. The
essential change was the elimination of the positions of First and
Second Vice-President, and provision for three Vice-Presidents,
one to be Manager of Manufacture, one Manager of Sales and one Man-
ager Spruce Wood Department. These were the title changes to which
we referred in the chapter on the old Company. The provision that the
President should perform the duties of General Manager was left as
it stood, William A, Whitcomb interpreted this literally, and this
had a lot to do with the way he took direction of the Company. Follow-

ing the special meeting of stockholders, H. Merton Joyce and Fred
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the record,the Seboomook House, to J. Otis Wardwell, for $17,589.

It may be remembered that this property had been bought by the
Company and put in his name in 1924, and while it says that the sale
was at his request, it is more likely that it was at the suggestion
of William A, Whitcomb, who was not in favor of Company property being
in somebody else's name. The sale included 17 acres of land, and in
a typical snafu it was discovered a little later that the Company's
oil and gasoline storage tanks at that location wae on the property
sold, making it necessary to go through the process of setting off
the piece of land on which they sat in trade for another piece of
equal area added on in another place. Pier 42 in New York, which
had been obtained with so much trouble nearly twenty years before,
was sub-leased to the North German Lloyd Line for two years, elim-
inating all expense in connection with it, for that length of time.
The Woodland Hotel in East Millinocket was sold to one Patrick Trainor
for $5,300. About 15 acres of land on Weston Island above Madison
was purchased to improve the holding ground there, and two lots

of land were purchased at The Ledges, on the St. John River near
Fort Kent, for a possible loading plant. 1In December, the Directors
approved the payment of a 7-1/2 percent salary dividend '"to such
salaried employees as receive the approval of the President.'" Al-
though no vote is recorded, the usual 7-1/2% had also been paid in

June,

William A, Whitcomb was now eyeball to eyeball with Fred Gilbert.
Why these men mutually disliked each other the writer does not know,
The feeling was there when he first knew either of them, and it was
not the result of rivalry for position. Garret Schenck had kept

them apart. His relationship with each of them had been close, but
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different. He had left William A, Whitcomb a free hand in the manu-
facturing area, but they were both mill men and organization men,
were in constant personal contact, and there was a certain deference
on William A, Whitcomb's part toward the old President. Fred Gil-
bert was more a friend and partner to Garret Schenck. They went
fishing together, and they had long business discussions usually

at the President's unpretentious camp on Little W., but Fred Gilbert
was allowed to run the woods operations as he saw fit. 1In this area
he was the expert. Whatever he wanted to do was all right with
Garret Schenck, who had complete confidence in him, and this was why
the Spruce Wood Department was a little kingdom unto itself. William
A, Whitcomb intended to run the whole Company. He could tolerate no
private domain such as this, and was immediately faced with the pro-

blem.

There were several meetings in Boston between these two men during
the spring, which apparently produced no understanding. The writer
recalls hearing some uncomplimentary remarks about Fred Gilbert at
this time, but does not remember that there was any talk about his
having to go, because in the old Company people were always given
a chance. However, in the absence of any working arrangement, William
A, Whitcomb simply took charge, doing what he felt he had to do, and
demanding what he felt he had the right to demand. This put them on
a collision course. Charles Glaster, who knew Fred Gilbert well,
says in his book '""The West Brancher' (Vantage Press, New York, 1970,
P.191) :"After Mr. Whitcomb was elected to the presidency, Mr. Gilbert
knew that his position from then on would be clouded with uncertainty.
Where he had had a free hand to carry on the Spruce Woods Department,

he knew he wouldn't be able to be dictated to by Mr. Whitcomb."
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Early in the year, William A, Whitcomb had obtained for the
Spruce Wood Department an appropriation for the construction of a new
tow-boat to replace the old side-wheeler '"F.W. Ayer'" on the Lower
Lakes, and the purchase of six new twin-engine tractors to replace
worn-out single-engine gasoline and steam-driven log haulers. Be-
fore they could get around to doing anything about these projects,
he postponed them indefinitely for further investigation. He re-
quired copies of every contract for the operation or purchase of wood
and the purchase or sale of stumpage to be sent to Boston for study.
He ordered a reduction of 100,000 cords in the 1928-9 operations,
to reduce inventory, and the purchase of 50,000 cords of peeled wood
from the Province of New Brunswick to reduce average cost. He re-
quested and was given authority by the Directors to himself execute
permits for the sale of hardwood and cedar from Company land. He
discovered a case where 1,000,000 feet of spruce saw-logs were being
cut on a verbal permit; insisted on a written contract being signed,
and had the Directors instruct Fred Gilbert that all such sales were
to be approved by the President in future. He ordered the Social
Service Division dissolved, and publication of its ''NORTHFRN' magazine
discontinued in October 1928, a sad blow to history, this being one
of the most outstanding periodicals of its kind, and he declared the
Seboomook Lake & St. John Railroad into which Fred Gilbert had sunk

almost a million dollars, officially dead, and it was written off.

Late in the summer he held two conferences; an unusual thing
for him; with the three Vice-Presidents and some other department
heads, to discuss cost-saving measures. One of these was held on
August 23d. We have said that he and Fred Gilbert had reached no

understanding, and this meeting is a case in point.
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Whitcomb. The Spruce Wood Department Accounting and Auditing opera-
tion was moved to Millinocket in October, but otherwise the offices

remained just as they were.

Back in June, the President had informed the Directors that
in 1926 the Spruce Wood Department had bought the Ashland Company,
lock, stock and barrel, for some $53,000,:-and that the deed had been
received; the inference being that this had never previously been

reported, as approval of the action was voted.

We have mentioned only the things about the Spruce Wood Depart-
ment that William A, Whitcomb brought to the attention of the Direc-
tors during his first year as President. He did not know very much
about the production of wood and the customs and practices that had
been established over the years, and he made continual inquiries,
which turned up all kinds of things incomprehensible to him; hand-
shake deals; construction with inadequate records of cost; long-
term contracts for stumpage to be paid for whether cut or not; long-
term agreements with contractors; prepaid stumpage not cut; too much
inventory; wood left undelivered and deteriorating in quality, and
other conditions which to him were evidence of loose management or
worse., This constant probing and the ensuing charges and criticism
of course enraged Fred Gilbert, who defended his policies stubbornly.
He made some concessions, but the pressure on him continued, and the
relationship got no better, in spite of efforts by Sheldon Wardwell
to patch things up. Finally, when along toward the end of the year
he lost his cool altogether and took a swing at that old diplomat,
A.P. Lane, who had been sent to Bangor to question him about some-

thing, breaking his glasses and cutting his face, he had had it.
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Company. He had left school to work in the woods at an early age,
and who and what he was, and how he came to Great Northern has been

covered in an earlier chapter.

He was a big, beefy, florid-faced man, and hard. Energetic,
almost tireless, it seemed, he was continually on the go, giving
personal attention to even the most obscure activities of his
department, which we have examined briefly as it was at the point
to which he had developed it. He probably left more to his sub-
ordinates than did the head of any other department, but he came very
near telling everyone what to do. An example of what we mean, per-
baps not the best, is contained in a letter written to the head of
his Forestry Department on September 23, 1912:

"Mr. Everett E. Amey,

160 Exchange Street,

Bangor, Maine.

Dear Sir:

Send an engineer to the Grant Farm to lay out a road from
the main tote road to the Grant Farm field, across to the
cellar and storehouse, from the storehouse to the main yard
in front of the blacksmith shop, from the storehouse to the
Trout Hole road through the potato patch, also set grade
stakes for levelling up the dooryard in front of the black-
smith shop, also grade stakes to make fill from the first
barn to the second, taking the fence on the left as the outer
line on one side and the slope of the fill in front of the barn
as the other side. Also measure and lay out sewer drain and

cellar drain as well as approaches to potato cellar and embank-
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ments surrounding the cellar and the finish of the
approaches on the ends of both barns.

Yours truly,

Great Northern Paper Co.

By F.A. Gilbert "

See what we mean? He also had a pungent way of putting forth some
of his ideas, as we have noted in a letter quoted earlier. Here is
another, also written to Mr. Amey:
"Dear Sir:
Replying to yours of Oct. 6th regarding fence at Kineo,
Any kind of a fence that will keep horses and hogs in and
people out that looks well will be suitable for the Kineo

stable.,"

Usually affable, he had a rough tongue -- his "Get off this
line, you black son-of-a-bitch" (or bastard, or rascal, depending
upon who is telling the story), shouted at someone who had picked
up a receiver somewhere on a party line on which he was talking --
is famous; but he knew how to handle men. Within his department
he created the atmosphere of loyalty that we have attempted to
describe in our chapter on the old Company. His people at all levels
were devoted to him, They all knew him by sight, and he knew most
of them by name. Between themselves, he was '"The Big Fellow'. To
his face, those who did not call him "Mr. Gilbert" addressed him as
"F.A.". Like any man of his personality in a position of power,
he had enemies. He never forgave anyone who tried to put anything
over on him, and he was hard on malingerers or those who did not

follow orders, but he was full of compassion for the guy in trouble.
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Many an old-timer, past the point where he could do a full day's
work, found himself in an easy spot as a dam tender or camp watch-
man, and Fred Gilbert always had money in his pocket for the down-

on-his-luck man who approached him on the street.

He loved horses, and personally inspected every animal bought
for the Company. Before the time of dependable automobiles, he kept
at the Blair Farm near Greenville some of the finest driving horses
that could be found, for use in getting around to the operations.

He was as much at home in the poorest lumber camp as in his mansion
on 100 acres of land in Hampden or his summer home in Searsport.

He was progressive; developed the only true forestry organization
that existed in the State for many years; supported the development
of new types of logging and driving equipment; established the con-
servative cutting practices that the Company followed for so long;
set up forest fire prevention policies and fire fighting procedures;
established the Social Service Division, and encouraged social con-
tacts among the members of the Spruce Wood Department family, to

many of whom he was a friend and advisor.

At the time of bis resignation, a number of carefully written
editorials were published, calculated to eulogize Fred Gilbert
without offending the Great Northern Paper company. A quotation
from the Portland Press Herald of January 18, 1929 perhaps sums up
the sense of all of them:

"The resignation of Fred A. Gilbert as Vice-President of the

Great Northern Paper Company, with which he had been connected

for a quarter of a century, is deeply regretted by the people

of Maine .... Fred A, Gilbert,... was a liaison man between
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the corporation and the people of the State. To him every-

one went who had any questions to ask or problems, relating

to the corporation, to be solved. He had always been out-
spoken and frank in his dealings with the public. He has been
sympathetic in his treatment of all who have come into any rela-
tions with him. Because he is a Maine man and was known to have
the welfare and the interest of the State at heart, the people
of the State are sorry to have him sever a connection which

has meant so much to them."

It seems to the writer that apart from whatever the personal
differences between William A, Whitcomb and Fred Gilbert may have
been, the basic trouble, as the writer sees it, was that he had to
be what he was =-- the '"bull of the woods'". He always remained a
lumberman in the old sense, and while he did the Company's work,
he was not an organization man. He did business on a personal basis,
and trusted too much in people to whom a big corporation was fair
game, Garret Schenck understood this. William A, Whitcomb never

did, and the result was almost inevitable.

Fred Gilbert's life, after his resignation from the service of
the Company, was something of a tragedy. He had not managed his own
financial affairs too well. 1In 1928 he owned 4044 shares of Great
Northern stock, all of which was held by a Bangor bank as collateral
for loans totalling $250,000. The price of the stock was in the
low 80's, there was not much market for it, and it would appear
that when rumors began to get around that he was in trouble with

the Company the bank began to put pressure on him.
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On September 8, 1928, he wrote Sheldon Wardwell, asking him
if he could help him find someone to buy 2,000 shares of his stock
at $85, which would reduce his debt to more manageable proportions.
Sheldon Wardwell replied, in two letters, that he thought he might
be able to help him, but that no way could he get more than $82;
that if he sold his name must not appear ~-- the reason for this of
course was that it would not look good for an officer of the Company
to be selling -- and that if he would bring the certificates to
Boston they could be put in the name of a broker who he thought

could handle the transacticn.

In the meantime however, Fred Gilbert had written to Lewis
Cass Ledyard Jr., in New York, and we quote his letter in full.

It is a little pathetic.

""September 13th,1928
Lewis Cass Ledyard, Esq.
342 Madison Avenue
New York City.
Dear Sir:

There are many rumors here concerning the Great Northern
Paper Company that are disturbing to me.

I own 4,044 shares of the Company's stock which at the
present market value represents the approximate value of my
entire estate, and this stock is held by a local bank as
collateral security for loans,

I would be greatly obliged if I might have some assurance
that in case a sale is made of the majority stockholder's stock

I might have the privilege of putting mine in at the same price.
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I am on my twenty-ninth year of service to the Company,
and in its early pioneering days staked all I had for its
benefit and many times no doubt did more than I was expected
to do, as Mr. Schenck if living would tell you.

Any assurance you care to give me will be greatly
appreciated.

Very respectfully yours,

Fred A. Gilbert "

He then wrote Sheldon Wardwell again, sending him a copy of
the above, saying that as the stock was collateral it would have
to be transferred to the bank if it was to be sold -- which would
take it out of his name ~- but that if he heard favorably from
Mr. Ledyard he would carry the loan until such time as the latter
advised him to sell, adding as a postscript:

"I am having it split up into hundred share blocks so
if anything does happen that the bank forces me to

move it I will have a way of handling it."

Hard information on this subject ends here, as we have avail-
able to us no stockholders' list after 1927, at which time, inciden-
tally, the Company had about 1000 shareholders, but it is our guess

that he did not sell his stock at this time, at least not all of it.

Fred Gilbert did no more work for Great Northern. In April,
1929, he formed a small corporation, the West Branch Lumber Company,
for the purpose of carrying on a lumber and pulpwood business, but
this was not successful. There were those who said that he had
feathered his nest at the expense of the Company. Those who knew
him best denied this vehemently. 1In a letter written on December

23, 1912, he wrote "I am about to sell whatever lands I own, in order
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to sever any ties of that sort with the Company." That in fact

he had not made any great fortune is indicated by the fact that

in 1929 he was still heavily in debt to the Eastern Trust & Banking
Company, his notes being partly secured, and guaranteed by his brother
Charles., 1It is our conjecture that this was the old debt, still
secured by his Great Northern stock, or part of it. Anyway whatever
his collateral was, it went sour after the stock market crash, and

he was unable to meet his notes. In the fall of 1931, the bank sued
the guarantor, who attached everything his brother had. In January,

1932, Fred Gilbert petitioned himself into brnkruptcy.

The people of the State, even those who felt that he had been
overbearing, were genuinely sympathetic. An unidentified newspaper

clipping, quoted in part, expresses the general feeling:

'""No man during the period of his major activities has worked
barder and more purposefully for the progress and up-building
of Maine, and the hope is everywhere expressed that, when his
affairs have been adjusted, he will return to this work and
meet in it the full measure of success that his knowledge,
business foresight, energy and integrity deserve. Perhaps
the comparative smallness of his estate, as indicated by the
court statement is a surprise to many people, but Mr. Gilbert
has been a constructor and business developer rather than a

mere accumulator of money...."

Fred Gilbert was colorful and controversial. Not everybody
was as enthusiastic about him as these encomimums would suggest.
He was respected for his power, but not universally admired for

the way he used it. The story that whenever a driving dam was to
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be built he simply put his finger on a spot on the map of the stream
and said "Build it there'; and there it was built, whether there

was the best place or not, probably has a grain of truth in it,

He probably did know every drivable stream in Northern Maine, but
the test hole incident at the Ripogenus Dam shows that his judgment
was not all that infallible., As the representative of the Great
Northern Paper Company most in the public eye, his place in the
scheme of things was magnified, and he was given personal credit

for accomplishments which were the result of the work of many. None

the less, whatever his faults, he was a man of stature.

For the next few years after his "affairs were adjusted'" he lived
quietly, doing some consulting work, and passed away in April, 1938,
What was written about him at that time has already been said, and
we add nothing from his obituary. The great house in Hampden, when
last seen by the writer in 1969 was practically a ruin, but still
known as the Gilbert Mansion, the reminder of a big man who did‘big

things in a big way.

In the foregoing, we mentioned the Seboomook Lake & St. John
Railroad and the Ashland Company. The first we will take up later,
but let us dispose of the Ashland Company here. 1Its history, mostly
taken from such Great Northern records as we have found, is not en-
tirely clear, and it has not seemed important to try to fill in
the gaps, but we believe that what we are able to tell about it 1is
generally correct and sufficient for our purposes. It is believed
to have had its beginning in the Ashland Manufacturing Company, set
up some time before 1897, probably in 1896, and which built the

sawmill on the railroad at Sheridan mentioned earlier in our story,
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for some unknown length of time. Somewhere between the time of the
purchase and June, 1928, the old stock had been voided, and 1000
shares of new stock, $100 par, all held by the Great Northern Paper
Company, had been issued. In 1929, it was voted to decrease capitali-

zation from $100,000 to $5,000, and the stock was reduced to 50 shares.

Up to 1941, exclusive of the loading plant, the Great Northern
Paper Company spent on various improvements, mostly repairs, includ-
ing repairs to the dam at the foot of Big Machias Lake, about $60,000,
which it carried on its own books. 1In that year, this amount was
transferred from the assets of Great Northern to the Ashland Company.
As the operations in the Machias River area became more important
through a deal with the Wheatland interests for stumpage, additional
piers were added at the holding ground in 1941; a new dam was built
at Twelve Mile in 1945; the dam at Sheridan was repaired in 1946; the
Mooseleuk dam was either rebuilt or repaired between 1948 and 1952
respectively, something like $150,000 being spent. 1In 1954, the Ash-
land Company was merged with the Great Northern Paper Company in the
action taken at that time to eliminate the cumbersome set-up of sub-
sidiary log-driving companies. All the dams mentioned, except the
one on Millinocket Lake, maintained by the Maine Public Service Company,

have washed out.

Mention of the Seboomook Lake & St. Jobn Railroad provides a
convenient introduction to another subsidiary log driving company
which we may as well discuss here also, It has been said, and it
is quite probable, that the building of the railroad was preceded by

study of a sluice or canal between St. John Pond and the North Branch
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was capitalized at $5,000, shares $100 par -- were left outstanding,
all owned by Great Northern people, one of whom was H.H. Pope, about
whom almost nothing is known except that he was originally at Madison
but at this time was designated as the '"'Great Northern Paper Company's
Agent in Bangor', a function about which no information is available,
and held this position as early as February, 1907, when he was
authorized by the Directors 'to execute U.S. Internal Revenue Report
Form No. 217, reporting receipts of oleomargarine'! At any rate,
Great Northern owned this company, and Garret Schenck was President
of it, prior to the 1919 survey, and could have exercised its rights
to get wood from the St., John watershed into the Penobscot without
building a railroad. A longer drive and more towing would have been
required, but if the original scheme was considered at that time it
may have been that the probability that it would have meant the diver-
sion of international water, a touchy subject, was a factor in a
negative decision., However, a number of dams were built on Penobscot
waters under the North Branch Dam Company's charter, and it was
carried as a wholly-owned subsidiary until 1953, when it was merged
with the Great Northern Paper Company, and about this same time

a canal, the equivalent of the ''carriers and sluicers'" envisioned
sixty years before, was finally constructed and put into use, Now

let us return to earlier events,

The acceptance of the resignation of Fred Gilbert coincided with
the election of officers for the year 1929, and the Directors, on
William A, Whitcomb's recommendation, and without hesitation, elected’

William Hilton, who was then Superintendent of the Division of Forest

Engineering, Vice-President and Manager of the Spruce Wood Department.
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All other officers, the Executive Committee and counsel were the

same as those elected or appointed after the change in organization
in 1928, The new Vice-President's salary was set at $15,000, the
same as that of his predecessor. William O, McKay was raised to
$17,500. There was no further change in the Board of Directors, the
Executive Committee, the officers or counsel until 1932, except that
Hugh Chaplin resigned as counsel at the end of 1929, at the age of 72,
the appointment of Louis C. Stearns, mentioned earlier, having been

in anticipation of this.

The Great Northern Paper Company has had many fine men in its
management, There was none better, as a man and as an administrator,
than William Hilton (1886-1964). Bill Hilton was a man of above
medium height, well-built, soft-voiced and mild-mannered, but
stubborn, with what used to be called an '"honest'" face. He was
born in Chesuncook Village, the little settlement that had grown up
around the '"booming-out place' at the head of Chesuncook Lake, right
in the middle of Great Northern country, just after his father,
Leonard Hilton, had come there to run the hotel -- the Chesuncook
House -- built a few years before. He went to school in Greenville,
and graduated from the University of Maine in Civil Engineering in
1911. He told the writer at one time that when the first fire look-
out tower in Maine, some say the first in the United States, was
built on Little Squaw Mountain, he was the first man to serve as fire

watch there -- a summer job while he was attending the University.

After graduation, he worked a few months with James W. Sewall,
of 0ld Town, a professional forester, and joined Great Northern as

a "draughtsman" on August 1, 1912, at a wage of $3.00 a day. 1In
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1915, he was promoted to the position of Engineer, in the Division
of Forest Engineering. The following year he was made Assistant
Superintendent, and had become Superintendent of the D.F.E., in 1917.
Some time in 1928, while Fred Gilbert was under fire, he had been
made a sort of unofficial Assistant Manager of the Spruce Wood Depart-
ment, which had put him in a somewhat uncomfortable spot. During
his time, he served on the Bangor City Council, was a Director of
the Fastern Maine General Hospital, the Merrill Trust Company and
the American Pulpwood Association, was a Trustee of American Forest
Industries, served as an advisor to the War Production Board during
World War II, was a Trustee of the Pulp & Paper Foundation of the
University of Maine, and a Director of the Northernm National Bank

of Presque Isle,

He was not a ''conservationist'" in the current sense, but a con-
servative; a pragmatic forester, who perpetuated Fred Gilbert's
careful cutting practices, intended to insure that the Company would
always have wood, without indulging in his excesses. He knew every
acre of Maine timberland, and engineered the purchase of nearly half
the land ever owned by the Company. He improved on the program of
long-range planning for roads and operations, and continued the dev-
elopment of more efficient equipment and methods., He did not have
the charisma of Fred Gilbert, whom he greatly admired, but he was
universally respected for his strict honesty and fairness. He loved
working with wood, and the house near the Eastern Maine Medical Center,
which he bought after he became Vice-President, was full of truly
beautiful reproductions of antique furniture which he had made, all
of maple, mostly birdseye, because he was strongly allergic to dust

from every type of wood except that species. His home life was a
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model one. He was devoted to his wife Florence and his family of

two sons and two daughters. The writer learned a great deal from
him, Their first real contact was when William A. Whitcomb, early

in 1930, sent the writer to Bangor, to be educated on the Spruce

Wood Department in general, and specifically to investigate the
purchase of some 50,000 acres of timberland then on the market and
recommended by the Vice-President. Nobody could have been much more
ignorant of the subject, but orders were orders, and after studying the
matter in the light of everything he could find out, he recommended
that the purchase be delayed. The President agreed. Bill Hilton

was angry, and said so very plainly, but, understanding the situation,
bore no ill-will, Indeed, in spite of the difference in their ages,
he and the writer became close friends at this time, and the latter
was a frequent guest in the Hilton hime over the next thirty years.
Incidentally, just to show that he had done his homework, the land

in question was bought later in 1930 for $3.00 an acre less than the
original figure. William Hilton was afterwards a Director of the
Company, and continued to serve as Vice-President and Manager of

what in his time came to be called the Woodlands Department, until

his retirement in 1960,

This was an exciting period. A great many things were happening
or getting ready to happen. Some were related and some were not, and
the events overlapped in time, but again we will do our best to put
them in some kind of order, and explain, where memory and available

information allows, what they were all about.

Let us first, however, take care of the Sourdnahunk Dam & Im-
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provement Company, a8 wholly-owned subsidiary which happens to

turn up late in 1928 by reason of an appropriation of $17,000 to

repair the Toll Dam. Logs had been driven out of Sourdnahund Stream

as far back as 1851, before there were any dams on it, and could

always be identified by their battered condition. This company was
chartered in 1878 and incorporated in 1879 for the purpose of improving
the stream for driving. Caleb Holyoke was the first President, and

was succeeded by his brother Franklin, from whom, much later, the

millsite at East Millinocket was purchased.

There were some interesting things about this company. 1Its first
dam, the lowest down the stream, was the so-called Toll Dam, mentioned
above. The construction crew of fifty men walked in from Medway,
with the exception of eight, who poled four batteaux loaded with
tools and supplies up the West Branch., The dam was put together with
hardwood pegs, no iron being used, and the bottom withstood several
rebuildings. As soon as work was under way at the Toll Dam, a team
went up to survey for another at the foot of Sourdnahunk Lake, drag-
ging a batteau, fitted with hardwood skids, over the rocks, and on
their return, part of the crew at the Toll Dam was sent up to start
work at the lake, Both dams were completed in 1879, We mentioned
earlier that dynamite was first used in Maine on the construction
of these dams and improvements to the stream. It had to be brought
all the way from Old Town in batteaux, as the railroad would not carry
it to Mattawamkeag, and no teamster would touch it., On the way up
the stream, the survey crew discovered the slide which had occurred
nobody knew exactly when, but probably around 1870. This had started

on The Brothers, bounced off the lower slope of 0.J.I, Mountain, and
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blocked the stream for two or three miles, diverting its course and
making driving impossible without another dam. This, the Slide Dam,
was built in 1880, but, as it had to be laid on the material from the
slide, no good bottom could be found. It went out and was rebuilt

in 1882, 1884 and 1895, 1Imn 1915 it went again, and with short wood
being driven, it was not rebuilt. All three dams were of course of

wood construction.

Great Northern probably acquired its first interest in this
company through the purchase of land in T.4 R.10 in 1906. 1In that
year Fred Gilbert became Treasurer and Clerk. Additional stock was
issued as money was needed. By 1918, the Company held all but 11
of the 63 shares, and Garret Schenck was President. By 1921, 73
shares had been issued, and they were all owned by Great Northern.
Pulpwood was cut in the Sourdnahunk valley and driven ou of Sourd-
nahunk Stream at intervals until 1961. After the Toll Dam was re-
paired in 1928, it was allowed to gradually fall into disuse, al-
though it was patched up temporarily a few times to assist in driving.
The Sourdnahunk Lake dam has been maintained for storage purposes.

It must have been repaired and rebuilt many times between 1879 and
1929, when a new one was built some little distance below the original
location. This structure, rebuilt in 1950, is the one there as this
is written. The Sourdnahunk Dam & Improvement Company, however, has

disappeared, being one of those merged with Great Northern in 1953.

The Company had in its timberland holdings at this time a con-
siderable acreage in northern Aroostook County, and with this had
acquired water power rights on the Fish River. The writer has in

his notes a memo from some Company source which he cannot now identify
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reading: '"Garret Schenck offered to sell Fish River for $350,000

in 1925." Hardy Ferguson had made another study of the power in this
area in that year, and it is believed that this offer, which was not
accepted, was to the International Paper Company, because in 1926,

the American Realty Company, I.P.'s timberland-owning subsidiary,

and Great Northern began negotiations which resulted in a deal, con-
summated in 1927, under which the American Realty Company traded its
interest, amounting to some 50,000 acres in seven towns, mostly along
the East Branch, for Great Northern's interest of a like total amount
in ten towns in the Allagash and Fish River area. International

then introduced into the Maine Legislature in 1929 a bill for a charter
for the Fish River Power & Storage Company. The incorporators named
in the bill included five local people from Washburn, Fort Kent,

Van Buren and Grand Isle, one man from Bangor, two Portland lawyers,
and A.R. Graustein, President of the International Paper Company.
Archie Graustein first personally approached William A, Whitcomb with
this proposition. As the latter reported it to the Directors in
January, 1929, it was to provide for the building of two storage dams,
one on the Fish River and the other at the mouth of the Allagash,

and in consideration of being granted these rights, I.P. would build

a pulp and paper mill at Van Buren. He stated that he had agreed that
the Company would not oppose if the provision for the dam at the mouth
of the Allagash were taken out., The 1929 act which emerged from this
bill, in whatever form it may have been presented, allowed the Fish
River Power & Storage Company to generate and sell electricity in
Aroostook County, and to build dams at the outlets of Eagle Lake and
St. Froid Lake, both on the Fish River, but prohibited the building

of any dam on the Allagash. Whether because this legislation was
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power shortages and operating two sulphite mills, one forty years

old, the other not much younger, and neither improved to any extent.
The new Canadian plants were also in the most cases making newsprint
on big new high-speed paper machines, half as wide again as any of the
Company's sixteen, eleven of which, although modernized to some de-
gree, were vintage 1900, give or take a few years. Great Northern

did have some unique off-setting advantages, in that it had good and
long-established customer relations, at least versus some of the newer
Canadian concerns; it had no debt load; probably a slightly lower
average wood cost; it could make newsprint with less chemical pulp
than anybody; it was short of power, but what it had was cheap, and

it had a dedicated management and work force. However, these were
hard to measure, at the time, against the relentlessly mounting com-
petition and its historically predictable effect on the price of
paper. This was already beginning to show. In June, 1928, the
Company had set its price for newsprint for the year 1929 at $60.00

a ton, F.0.B, mill, freight allowed, retroactive to July 1, 1928, and
on November 1l4th, the President had informed the Directors that Inter-
national had made a large contract with the Hearst papers at a cut

price, and that a general reduction was likely in 1929,

It was William O, McKay who saw most clearly that something
ought to be done, and it was he who put on the pressure, but it was
late in the game, and there was not time to make the Company over.
Much that was done helped, but in the end Great Northern rode out the
coming storm, when most of the rest of the industry was sinking, on
the strength of the advantages we have noted., This will be evident

as we proceed with our story.
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Two of the old Millinocket paper machines, and one of the
Madison machines, had already been replaced, but while more
efficient than the original units, they were still not in the class
of much of the new Canadian equipment, One of the first jobs William
0. McKay gave to Dick Caspar, when he became Assistant Manager in
1928 was to head up an investigation of competitive machines and cost
of operation. The result of this study was the decision to replace
the old Nos. 1 to 6 machines at Millinocket with four 234" units.
William A, Whitcomb had been hard to convince. He did not feel
that good formation, to which he attributed the ability to get by
with low sulphite, could be obtained on a wide machine. The writer
recalls that at this time he made many simplified drawings of various
comparative sections and elevations of the machine room for his study.
There were long discussions with George Barton and Steve Stafford,
of Rice, Barton & Fales, who of course would make the equipment, and
this was when Charlie Pennings, Foreman of the paper room at Millinocket,
asked if he could produce a good sheet on a big machine, gave bhis
classic answer: "Hell, yes! 1It's only got two edges, ain't it?"
William A, Whitcomb was finally persuaded, and as we have already
noted in another place, work was started in 1929 on a new two-bay
machine room, to take the four new machines. This was built over
and around the old three-bay No., 1 - 6 room, and because the cost of
new construction at all three mills had to be kept within the depre-
ciation figure of $1,000,000 more or less, only the steel was put
up in this year, and the job was finished in 1930. William A. Whitcomb
had $4,000,000 in the bank and in receivables at this time, but he

did not intend to spend a nickel of it if he did not have to.
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A simultaneous move, which we have also already mentioned, was
to begin the conversion of the Madison mill to the manufacture of
specialty papers, it being no longer able to compete in the newsprint
market. The action was confined at this time to No. 2 machine, model
1899. The appropriation to effect the change to "high grade sulphite
specialties'" on this antique was the magnificent sum of $45,000,

No. 1, a relatively new machine, was to be left on news for the
time being, but the plan was to eventually take the whole mill out

of newsprint production.

The production of the two Penobscot mills had tripled since
they had been built, without the development of any pawer except
that at the original sites. The proposed new machines, when in-
stalled, would have raised the output of the Millinocket mill to
around 800 tons, an increase of some 200 tons per day, and this
meant that around 20,000 horsepower, not then available, would have
to be found somehow. This question was the subject of much dis-
cussion, New hydro-electric developments all the way from Ripogenus
to Five Islands were considered, Hardy Ferguson making new estimates
on the Ripogenus power, as we have noted. It was at this time that
the purchase of the Rockabema station, built by Charles Mullen's
Penobscot Power Company a few years before, was studied and turned
down., It was finally decided that the place to develop next would
be Mattaceunk Rips, which the Company owned, and in 1929 test bor-
ings were made at what seemed to be the best site, flowage surveys
were made, and the optimum head, with the flowage it would create,
was determined. This information was put on the shelf for future

reference, because a more immediate project was the conversion of
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condition had been accepted as a necessary evil, although many efforts
at drum improvement, intended to reduce the brooming effect, had been
made. However, the increasing cost of wood, and the fact that it

was being received in a manageable length, began to make the loss of
fibre in an extra saw-kerf and the brooming of four ends instead of
two important, and grinders of several types to handle four-foot

wood had been developed, and were in use in other mills, before 1920,
Some of these were just over-size machines of the three-pocket type,
and some, like the Voith chain-fed grinder developed in Germany much

more sophisticated.

William A, Whitcomb interested himself in the subject person-
ally. An engineer and a groundwood man by training, he very early
became convinced that continuous grinding, with a constant amount
of wood surface always in contact with the stone, was the optimum
condition. He consequently was interested in the chain-fed grinders,
which in theory met this condition, having a single wide pocket,
directly on top of the stone, surmounted by a vertical magazine
filled with wood, which was pressed against the stone by spurs or
dogs on electrically-driven chains running downward inside the maga-
zine, one at each corner, returning outside. Early in the 1920's,
he had sent Charlie Carrier on a number of trips, including one to
Europe, to study four-foot grinder installations, and as a result
of these investigations chain-fed Warren grinders were installed
in the rebuild at Madison. However, at this time, it seemed nec-
essary to use a magazine twelve feet or more high above the stone,
presumably in order that a sufficient number of the spurs on the

chain would be in the wood at one time to prevent them from tearing
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The Waterous grinder could not be used as it was, because it
required a charging floor; the nature of the pressure foot made the
machine too long on each side of the stone to fit the existing grinder
line spacing, which was immutable, and anyway, William A, Whitcomb
did not believe that wood dropped into the pocket in this manner
would always be arranged properly for grinding. Revisions in the
design might have taken care of the first two of these objections,
but William A, Whitcomb typically set out to have the Company design
a machine tailored to its own needs. He provided the solution him-
self. This was to utilize the principle of two large opposed pockets,
each with a conventional hydraulically-operated pressure foot, and
with, over each pocket, a small magazine into which a single charge
of wood could be loaded from a conveyor, and in which it could be
arranged so that it would drop freely; the bottom of each magazine
a sliding steel door that could be opened and closed by a quick-
acting hydraulic mechanism. Opening this door, with the pressure
foot retracted, would drop the charge of wood neatly into the pocket;
the sliding door would be immediately closed, and the pressure foot
started down. While the pocket was being ground, the magazine would
be refilled, and by proper timing between the two pockets, grinding

could be almost continuous,

There is not too much information about the evolution of the
successful grinder, but the writer knows what happened in a general
way. The first working model was built for two-foot wood, and ex-
periments were carried out with it in Millinocket in 1924, At the
same time, an ordinary three-pocket four-foot grinder was being tried
out on No. 6 line at East Millinocket, the old two-foot stones hav-

ing been removed from this line. This was unsatisfactory, because
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it was difficult to get wood to it, and the heavy work of loading

it with four-foot sticks made it hard to get men to work on it, em-
phasizing the importance of a grinder that could be fed from the top.
The two-foot prototype showed sufficient promise to warrant the
building of a four-foot unit on this principle, and this was in-
stalled in place of the three-pocket machine on No, 6 line at East

Millinocket in 1925,

This grinder was designed for the space available. The use of
a standard-type pressure foot reduced the overall length, and this
was further shortened by angling the pockets upward about 20 degrees.
It gave a lot of trouble. As the writer recalls, this first unit
had only one main cylinder on each pocket, connected by a single
piston rod to a long pressure foot, the width of the pocket. The
Waterous grinder was built this way, but its long pressure foot
gave no trouble because of its box-like shape, and its extended top,
which bore against both sides of the pocket its entire length. The
conventional pressure foot, having little depth from front to back,
tended to twist, bending the piston rod and binding or plugging the
pocket, as one end of it might be exerting pressure on the wood be-
fore the other. When this happened on one pocket, with the other
empty, as was often the case, especially during the experimental
stages, the water wheel went to runaway speed, causing a lot of
stone breakage, particularly since natural stones were being used.
The machine was too lightly built; pockets and bridge-trees broke
frequently, and the bearings were inadequate., With a load on one
pocket, and the other empty, the whole thing racked out of shape,
and the stone shaft deflected 1/8 inch or more, leaving an opening

between the finger bars and the stone on the loaded side, which
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grinder, and this is how Jim Waterhouse, a tall, thin, deliberate,
pipe-smoking gentleman, came to be in the design picture. Thus in-
volved, it was natural that the order for the first units went to
them, and having the patterns and the experience, it was a normal
consequence that they built all the Great Northern grinders installed
by the Company, without competition. The machine which started out
as the Whitcomb grinder was never known by that name in the trade.
William A, Whitcomb wanted it called the 'Great Northern'". The name
"Montague'', however, was vaguely associated with it through the name-
plate identifying this company as the builder. It was immediately
popular in the industry, and the Company made quite a little money

on it in royalties. Separate license fees were collected on the
water conveyor, where it was used, this patent running a few years

beyond those on the grinder.

Within the next few years, non-exclusive licenses to manufacture
were issued to the Montague Machine Company and Carthage Machine
Company in the United States; to the Hydraulic Machinery Company and
Waterous Ltd. in Canada; to Walmsley's, Ltd. in Fngland and to Linne &
Jerne in Finland. 1Individual royalty agreements were made on each
sale by these companies. As far as we can recall, Hydraulic Machin-
ery Company made few if any sales, and Carthage was a one-shot deal.
However, the others shipped Great Northern grinders all over the world.
Montague made or supervised the manufacture of a number with stain-
less steel pockets to resist the corrosive action of eucalyptus
wood under a special license to Australian Newsprint Mills, Ltd., and
Waterous shipped one grinder to, of all places, Haiphong, then in

French Indo-China, later North Viet Nam. Mechanical improvements
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the purchase and installation of two 1,000 KW steam turbo-generator
units at the Millinocket mill, While it increased generating
capacity a trifle, this job really grew out of the necessity of re-
lieving the load on the two hydro-electric units at Millinocket.

The original wheels and generators had been replaced years before,
but the new equipment could never be run at capacity, because dis-
charge of water beyond a certain point set up a vibration in the
11-foot penstock provided when the mill was built. With the demand
for power, these units were being run on the edge of disaster. 1In
brainstorming this problem, someone came up with the thought that

the boilers, which were good for 200 p.s.i., were being run at only
135 1bs., and that this difference could be utilized to produce power.
The proposal, the installation of two 200 1b. back-pressure turbo-
generator units, bleeding steam at 135 lbs. for the sulphite mill

and paper machine engines, and exhausting at 43 1lbs. for process use,
was eminently sensible; called for no new building construction,
since there was space in the boiler house; required the use of only

a little more fuel, and was estimated to cost $145,000. It was
approved promptly, to be paid for out of the allowance for deprecia-

tion, of course.

In the way of miscellaneous information about this year 1929,
a charter was granted to the Quebec Extension Railroad, organized
by A.R. Gould, to build a lire from Washburn across the state to
Lac Frontier on the Quebec border. This would have opened up a lot
of Great Northern land, and the Company did not oppose it, and actual-
ly, the sale of land for a portion of the right-of-way was authorized,
but the project never materialized. The writer's recollection was

that this was to be an electric railroad, and perhaps was tied in
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of sweat. However, in the end it was decided not to turn over any
rocks, but to simply proceed on the basis that the Company might
properly be regarded as doing an interstate business, requiring

no special authority from the states in which it was selling paper.

We might say here that within a few years this system had been
pretty much formalized, all companies using essentially the same
zones; the number of zones was increased -- there were ten at one
time, covering the entire United States -~ and the differentials
between zones became more or less standard, based on the price for
Zone 4, an area roughly bounded by the Mississippi River on the west,
the Ohio River on the south and extending to the east coast, exclud-
ing New Fngland and all of New York State, except the area just
north of New York City. Under the New Deal's National Recovery
Administration (N.R.A.), the differentials became an arithmetical
progression, after some gerrymandering of the zones. This system
remained in effect until 1957, when it broke down, the Zone 4 price
being extended to nearly all the country east of the Continental
Divide, again excluding New England and northern New York State,
which had a minus differential. Since then, some new geographical
areas have been established, with uniform prices for each, but these
are only vestiges of the newsprint price zones that were in effect for

SO many years,

In the spring of 1928, the International Paper Company, probably
through the initiation of its zone system, reduced its price to
$62.00 for the remainder of the year. This move followed the demise
of the Canadian Newsprint Company, and was perhaps I.P.'s reaction

to the activities of this organization, which had weakened the already

Of Many Things - 54



1974

disorganized price structure. The dissolution of this outfit of course
ended the arrangement which Hearst had with it, and late in the year
the Hearst buying organization put up a large tonnage for bid, on a
five-year contract basis. This was taken by International at a price
of $57.00, F.0.B. mill, freight allowed, which would have meant
approximately $50.00 at mill, in the base zone, and in accordance
with its policy, it extended the same price, with zone differentials,
to all its other customers. The first of these moves was what csused
Great Northern to reduce its New York price to $60.00 as of July 1,
1928, The second occasioned the President's warning in November of
an impending further cut as a consequence of the negotiations between
Hearst and International, the results of which were not then known,
although they came out within a few days. Just to confuse matters
further, if one looks at the official record of the Company's deliver-
ed New York price for the last half of 1928, as we will do shortly,

he will find it stated as $65.80. This has to be understood to be

the F.0.B. mill, freight allowed figure, which netted $60.00 at the

mill,

The Great Northern Paper Company, true to form, pursued its own
independent course. It did not adopt the zone system at this time,
like everybody else. What it did is outlined in the draft of a letter
prepared by the Company's attorneys as a reply to written questions
from Rep. Emanuel Celler, Chairman of the House Sub-Committee on
Monopoly Power, which investigated the newsprint industry starting in
July, 1950, This will help to illustrate why it is still more dif-
ficult, more than twenty years later, to reconstruct the price situa-

tion of the time we are talking about:
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Apparently no zones were set up. This effort on our part

to meet the competition was apparently done city by city.

Your second question: ''Changes in price zone boundaries,
zone price differentials, port
allowances and all other changes
in the zone price system since
initial adoption..."

Sometime in 1930, the company again returned to its policy
of F.0.B. mill pricing with varying freight allowances.

In 1931 the company changed back to its 1929 method of
pricing, shown by Exhibit A, which policy it continued in
effect until June 1, 1932, Our records indicate that at that
time the company adopted a zoning system which was and probably
had been for some time in use by many of its competitors. 1In
this early period of adoption of the zone system, however,
apparently it was not used by this company in exactly the form
later publicized by the N.R.A, and 0.P.A.....

The record seems to indicate that our sales department in
its contacts with its customers from 1928 on gradually learned
that an integrated zoning system had been put into effect by
all its competitors. As this whole period was one of falling
newsprint prices and excess of supply over demand, it was al-
ways necessary to meet price competition to the penny in order
to keep and retain business. By 1932 consumers of newsprint
were apparently fully informed of the zone system and unless
our price conformed thereto, we would have been unable to meet
the competition, and in order to do so this company decided to

adopt the zoning system in use by its competition....”
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In discussing this mixed-up period, we are confronted with
figures for price F.0.B. mill; price F.O0.B. mill with freight allowed
to distant customers; price F.0.B. mill with partial freight allowed;
price F.0.B., mill with all freight allowed; price delivered, no
point specified; price, period; price by zone, freight allowed; price
for the base Zone 4, and the long-established standard of comparison,
price delivered New York, regardless of the manner in which this was
arrived at, with the complication that under the zone system New York
city was a '"port'", with a differential of $1.00 a ton under the base

Zone 4 price., 1If you get confused, we would not be surprised.

We have anticipated developments a little, so let us go back
again to late 1928, The general price cut by International, arising
out of the five-year deal with the Hearst papers, with its traumatic
effect on the rest of the industry, shook up the governments of Ontario
and Quebec, who, aided and abetted by U.S. publishers, had encouraged
this industry, bad seen it grow, and finally, by overbuilding any
conceivable rate of consumption, became a monster which seemed bent
on financial suicide. On November 19, 1928, Premier G.H. Ferguson
of Ontario wrote to each of the newsprint producers in his province
a letter which was released to the New York Times as of that date,
and which is quoted in part:

"For some time the government has been much disturbed

over the condition of the newsprint industry and what is re-

garded as a very critical situation has been receiving care-

ful study....

Among other efforts, the government encouraged the es-
tablishment of paper mills. A few years ago the conclusion

was reached that the industry would be on a sounder basis...

if large, financially strong units were built up. A large
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number of small plants with limited means would in times
of depressed markets be forced to reduce if not entirely
suspend operations with the result that the communities
dependent upon them would suffer seriously..... It is
with this view in mind and to bring this about that the
government a few years ago revised the existing contracts
with the companies and enlarged their scope.....Notwith-
standing the assistance the government has given to the
paper business as indicated above, the whole industry
today finds itself in a very unfortunate condition.

During the greater portion of the past year this govern-
ment has hoped that the good sense of the people in charge
of this great industry would bring about some arrangement that
would stabilize conditions.... It is apparent, however, that
no serious effort along this line has been attempted. Methods
have been pursued that have created what appears to be a con-
dition of chaos. This government....does not intend to stand
quietly by and see settlers and wage earners suffer and small
investors.... have their savings jeopardized, while those res-
ponsible for the efficient operation of this business spend
their efforts in a keen competition for who can get the largest
share of the market .... regardless of what becomes of the rest
of the industry....

It is with great regret that the government finds it nec-
essary to draw your attention to the fact that you are under
contract to this province;.... that many of the companies are
in arrears and default has occurred with respect to a number
of the conditions and obligations provided in the contracts.

This condition cannot be allowed to continue. I am there-

fore writing you in behalf of the government to say that unless
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remained quiet, but while the smaller newspapers, as usual, were
interested in nothing but lower prices, regardless of the results

to the newsprint industry, the attitude of the larger consumers at
this time seems to have been one of agreement with the provincial
governments that prices should not be driven so low as to get the
mills into real financial trouble and evoke government action which
might bring on price controls. At any rate, the government pressure
finally resulted in some sort of deal on the Hearst contract, and

the general price for 1929 emerged as $55.00 F.O0.B. mill; $5.50 less,
delivered New York, than the 1928 figure. Great Northern's price

of $60.00 F.0.B., mill, freight allowed, established in June, 1928,
had put the Company under the general delivered New York price at
that time, by $1.70 a ton. However, as a result of the above maneu-
vering, a further cut of $3.80 was necessary to meet the competition,
and the Company's price for 1929 was $62.00, delivered New York,

this being equivalent to the $55.00 F.O0.B. mill figure set by the

Canadian mills,

As the end of 1929 approached, things were no better. A third
force, the Canada Power & Paper Company, antecedent of Consolidated-
Bathurst, larger in point of productive capacity than either of the
other two giants, had been formed out of some of the independents
in the group making up the Newsprint Institute, of which Col. Jobhn
H. Price, of Price Bros., was Chairman. The Institute was allocating
tonnage to its mills, but International was not bound by any agree-
ment, and as we have seen, still more new mills were under construc-
tion. The fears of the governments of Ontario and Quebec that their
forest resources were being depleted, not only without providing

adequate return to the existing Canadian industry, but presenting the
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prospect of greater grief ahead, prompted the Premiers of these
provinces to intervene again, in an effort not just to hold the
price, but to get it raised, even if it resulted in a lower rate of
operation, as the lesser risk, and it looked as though they might

be successful. By this time, however, the ideas of the American
Newspaper Publishers' Association had jelled behind the principle

of open competition, free of government control, which meant, under
the conditions, a continuation of low prices, and they were actively
campaigning to this end. On or about December 10, 1929, the A.N.P.A.
issued a statement, published in the Boston News Bureau, reading in
part:

"Since the increased price announcement, Canadian press
agent sources have sent out....propaganda to effect that pub-
lishers, particularly in the United States, view such price
increases as essentially reasonable and as an evidence of de-
sire of Canadian producers to stabilize conditions.....

Following the demise of the late Canadian Newsprint
Company, Ltd., a new group was formed....known as Newsprint
Institute of Canada, from the officers of which we have
sought but failed to secure information regarding its purpose....

From other sources, however, your committee is informed
the Institute includes.....nearly all newsprint mills of
Ontario and Quebec, some of which are said to have become
members under pressure.

While heretofore there has been at least a semblance of
competition....we are now....confronted with a combination,
held together for five years under penalties for breach of

agreement so great that all must obey the will of the majority.
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The tonnage is pooled, production controlled and price
and marketing conditions fixed to the end that nearly all mills
within the provinces of Ontario and Quebec....may be kept in
operation on an equal percentage of capacity, this perfecting
an absolute monopoly and thereby subverting the law of supply

and demand....."

It also accused the Newsprint Institute of trying to set up a
cartel with European manufacturers to keep their paper out of the
United States market, and authorized its officers to take up the
matter of the combine with the Federal Government. Premier Ferguson's
comment onthis was, in effect, that the price of newsprint, as far
as Canada was concerned, was no business of the U.S. Government;
that the price had been $70 to $75 only a few years ago; that settlers
cutting pulpwood were getting only $4.50 to $5.00 a cord delivered
to the railroad, and that the provinces had no quarrel with the U.S.
publishers, but were concerned with placing production on a pro-

rata basis, so that it would be equalized for all the mills.

The A.N.P.A.'s outcry was brought on by the fact that on Nov-
ember 30th, under pressure from the two provincial premiers, mem-
bers of the Newsprint Institute had made a price move. The Boston
News Bureau, that prolific source of information on the subject,

said, in its December 18, 1929 issue, in part:

"Chief interest in the dispute between Canadian newsprint
producers and United States consumers over price for 1930
centers on attitude of International Paper Co. Although the
three largest Canadian companies, other than International --
Abitibi, Canada Power & Paper and Price Brothers -- have

announced $60 a ton, an increase of $5.00 over 1929 price
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On the same day, Premier Taschereau, of Quebec, said in a speech,

reported by the same source:

""Canada is producing 60 percent of the paper produced
on the continent, although two years ago we produced less
than half. 1In the United States they cannot compete with
us at present, and the situation is becoming more difificult
with them every day. We have invited American capital to
come here, and we have done well,

We find American manufacturers of paper here (Interna-
tional, by inference) wish to dictate the price....We are
told they are selling their paper at $55 a ton, fixing a
price they wanted accepted by our Canadian manufacturers.

I have no hesitation in saying that no one in the
United States, and they are fair-minded men in the United
States, should expect our manufacturers to sell paper at
cost price. Both governments of Ontario and Quebec have
come to conclusion that $60 is a fair price.

The government will not, by legislation, fix the price
of paper. No government can do that, This government will
not take any harsh measures, but I do say it is a duty upon
this government....to see that the forests are not depleted

without our people having a fair return for the trees cut down."

A.R. Graustein was not impressed by all this, and on December 23,
1929, International announced that it would hold to its $55 price
for the first six months of 1930. Canada Power & Paper, Abitibi
and Price Bros., the mainstays of the Newsprint Institute, had

no choice but to go along, and presumably in view of the fact that
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ments to the sulphite mill at that plant, and continuation of the
conversion of the Dolby and Lower mill grinder rooms, and proceeded
on its way. After tests by Prof. Charles Allen of Worcester Technical
Institute, who did all of this kind of work for the Company, it had
been figured out that with wheels of higher efficiency, operated

at the best point, there would be sufficient water at Dolby to sup-
port another unit. An expenditure for this unit, designated No. 8,
was approved in February, and work was started at once. Along with
this, the Directors authorized the rebuilding of the transmission
line from Dolby to East Millinocket, and the installation in avail-
able space in the Lower Mill boiler house of a 1,000 KW steam turbo-
generator unit, similar to those at Millinocket, Late~ in the year,
the second line of two four-foot Great Northern grinders and a 1,500
h.p. synchronous meter to drive them, were authorized for the East
Millinocket mill, together with an 1,800 K.W. generator to replace

another line of grinders at Dolby, all for installation in 1931.

By early 1930, the price of the Company's stock was down to
$50.00, and Frederick C. Adams Company, members of the old Boston
Stock Exchange, put out a little four-page circular recommending the
stock and soliciting buy or sell orders. This would not be worth
mentioning, except for the facts that this bulletin made brief men-
tion of the situation in the newsprint industry in Canada, which we
have described; drew rather unfavorable comparisons between Great
Northern's earning power and that of several Canadian companies, in-
cluding the International Paper Company; and was mailed to I.P,.
stockholders, who began to write letters to its President, Archie
Graustein., He was not pleased, and complained through a third party,

a friend of Sheldon Wardwell's, who, while the Company had had nothing
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to do with the thing, prevailed upon Sherman Adams to desist from

further distribution,

At this price, a number of men again requested permission
to buy under the purchase plan. This was encouraged by the manage-
ment, and after a survey to see how much would be required, the
Treasurer was authorized to buy up to 2,000 shares on the market,
at not over $50, for sale to employees. Actually, 2,287 shares
were bought, at a price averaging about $49, and this was sold to
people nearly all of whom were in the "organization' -- the super-
visory and administrative group -- on the same terms as before.
The 7-1/2 percent salary dividend was paid to all but 24 salaried
employees on July lst, but as of that date the salaries of these
24, all middle management men, were raised 15 percent, and they
were put on a "mo bonus'" basis. This action places the total number
of true salaried employees -- those who were on Salary Records and
were paid by weekly or monthly checks -~ at 179, excluding officers,
in 1930, as the instructions were that the 'remaining 155" were to

be paid the usual 7-1/2% at the end of the year.

There were some other developments. The Madison "high grade
specialty papers' had not been any great success, and there was
some discussion of putting the mill on a part-time schedule, and
even of shutting it down altogether, but in the end the Company
determined that it would be kept going, one way or another, the issue
being decided not by the economics of the situation, but by the re-
luctance of the management to throw the Madison people out of work.
It will be recalled that the mill had lost a substantial amount of
money the year before and it did not do much more than break even

in 1930. Further efforts were made to get rid of Pier 42 in New York
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by extending the sub-lease to ten years. The Royal Mail Steam
Packet Co. would not buy this, but they did agree to extend through

1931, with an option for one more year.

At the other end of the Company's operations, a 20-year option
was obtained from the Madawaska Company and Edouard Lacroix, at a
price of $100,000, on the holding ground, with piers and improvements,
on the St. John River near Van Buren. Mr. F.J.D. Barnjum, the con-
servationist whom we met a long time ago, turned up again this year,
claiming that the Company had trespassed on his land in Mt. Abram
township twenty years before, and to shut him up, the two lots in-
volved, 640 acres, were bought for $6,400. It seemed to the writer
that the Company had had, and continued to have for a long time an
almost continuous difference of opinion with the Internal Revenue
Service, which was no great wonder. The reasons in most cases were
technical and complicated, and need not be gone into, One such ar-
gument was settled during the latter part of this year 1930, when
the I.R.S. collected $636,000 additional taxes for the years 1916
through 1922, This payment was charged against surplus and did not

affect earnings.

At that time, the highway from Mattawamkeag turned toward the
river just east of Medway village, and ran along close to the bank
for some little distance, swinging away again and back on a radius
as it approached the old bridge which then crossed the East Branch
right at its mouth. The State Highway Department, proposing to re-
build this section of the road, had an appropriation for it, and was
about to start work when someone remembered that it would be flowed

out when a dam was built at Mattaceunk. There were a number of dis-
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cussions of the matter; several unacceptable proposals were made,

and the writer finally solved the problem by laying out on paper an
entirely new route through the village, which when surveyed was found
to be satisfactory, and the Company contributed $8,000 to make up

the difference between the actual cost and the appropriation. The
main highway has since been relocated again further inland, but

this piece of road remains in use.

Everyone knows about the Baxter State Park, right in the middle
of northern Maine; 200,000 acres more or less of wild land which in-
cludes the valley of Sourdnahunk Stream and the whole complex of
mountains in the Katahdin range =-- Katahdin itself, Pomola, Barren,
0.J.I. and The Brothers; and the outlying Double Top, Turner, Strick-
land, Center, and the Traveler -- bought and donated by Percival
Proctor Baxter to the people of the State of Maine, but few know that
the first positive step toward its creation was taken in the Boston
office of the Great Northern Paper Company in the fall of the year
1930.

We treated Percival P. Baxter a little roughly in an earlier
part of our story, because it was necessary. That was the man on

whom the Bangor Daily News of March 24, 1923 ran the headline:

""BAXTER BOUND WATER POWER SHALL BE IDLE

Hysterically Proclaims His Intention to Ask for Referendum on

Kennebec Reservoir Act and Proposes to Run for Governor on

Socialist Platform under Republican Colors

Admits People Opposed to State Going into Power
Business But is Determindd to Keep Private

Enterprise Out."

Of Many Things - 70



1974

It quoted, in the same issue, a statement on Baxter's pro-
clamation calling for support of the referendum, from 'a man who
is very well informed on the subject':

"........No one but a political poser, cunningly appealing
to popular prejudice, would offer such a brazen sugges-
tion that the voters of Maine, men and women alike, could
be bought by the water power interests.

Thus, if the people won't have the State go into the
water power business, Gov. Baxter, obsessed by his social-
ist dreams, or by his personal whim or bias, is determined

that private enterprise shall have no opportunity, leaving

the powers undeveloped and idle."

However, we are now dealing with Percy Baxter as the writer knew
him; a kind, friendly man, a world traveler, democratic, considerate
and generous, with no political ambitions; his 'personal whim" the
attainment, single-handed, of an objective which could bring him no

personal gain.

In his earlier efforts to further his plan of making Mt. Katahdin
into a preserve, he had brought forth the concept of a lot of State
parks in forest land, and had tied State control of land into his
theme of State control of water. This had brought him into head-on
conflict with Garret Schenck, who saw the future of his company
threatened, fought back with protective ferocity, and won. All
that Percy Baxter had gained was a statute that allowed the State
to accept gifts of land for park purposes, at the cost of the enmity
of Garret Schenck, among others, but he was a good loser, and his

feelings about the exploiters of Maine's natural resources had not
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prevented him from buying nearly 1,000 shares of the Company's stock.

William A, Whitcomb harbored no ill-will against him., In fact,
he respected him for having the courage of his convictions, and for
the battle he had put up for what he believed in. William O, McKay
thought highly of him, not onlv for these reasons, but typically
because, as he said: "He is a gentleman. He treats everyone as an
equal., and any clerk in the office rates the same consideration

from him as the President.'" This the writer found to be true.

Percy Baxter may not have known just how he stood with the
Company, but Garret Schenck and Fred Gilbert were gone from it, and
the local atmosphere was favorable to his plans. It will be recalled
that in his farewell speech five years before he had said that
the Great Northern Paper Company had intimated that it might donate
some of the Katahdin land, but hinted darkly at its requiring some
outrageous and possibly nefarious consideration in return. After
his retirement from politics he had, as far as we know, withdrawn
from any controversy about water power, but he had never given up
his dream of preserving Mt. Katahdin for the public, although it is
quite certain that he did not envision at this time anything of the
magnitude of the park which he eventually established, and his ideas
about it were quite different from those which he developed later.
This is indicated by what he had said in an address to the Annual
Meeting of the Maine Sportsmen's Fish and Game Association in Jan-
uary, 1921, in support of the park bill which he had introduced
in that year. 1In this, he referred to his 1919 bill, which he said
was defeated by the opposition of the Great Northern Paper Company,

and stated that it was his belief that the State should establish
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What preliminary efforts he may have made in other directions
is unknown, but some time in September or October, 1930, he came
into the Boston office, and explained to William A, Whitcomb his
proposition, which was to obtain title to that part of the North-
west corner of T.3 R.9, W.E.L.S., containing the top of Mt., Katahdin
and give it to the State, with the provisions that it must be used
for recreational purposes, be left in its wild state, and that no
roads for motor vehicles be constructed upon it, and this was to
be forever. He displayed a well-worn map, on which he had marked in
red pencil the outline of the land in which he was interested -- a
square block four miles on a side, in the extreme northwest corner
of the town, containing just a little over 10,000 acres. 1In the
parlance used to describe such lots, this was the West 2/3 of the
North 2/3, the town being nominally six miles on a side. The Gover-
nor said that with this, his dream of establishing a Katahdin Park
would be realized, and that he wanted nothing more. He was not in-

terested in the southern part of the town.

The Company's ownership in T.3, R.9 was 3/8 undivided, the
other owner being Harry Ross of Bangor. Percy Baxter understood
this, and that an undivided interest would not serve his purpose,
but he felt that if he had Great Northern's 3/8 of the north 2/3,
which figured out to 5,760 acres, it would give him leverage in deal-
ing with Harry Ross for the balance of the 10,000 acres he wanted,

and he offered $25,000 for it.

The upper slopes of the mountain of course had no wood on them,
and the lower land on the east side of it had been cut over during

the past six or seven years., William A, Whitcomb was impressed by

Of Many Things - 74




1974

the Governor's earnestness; William 0. McKay supported him; Bill
Hilton was a little reluctant, being concerned with rights of way
and such, but had no real objection, and on November 12, 1930 the
Directors, on the President's recommendation, approved the sale to
Percy Baxter of the Company's 3/8 undivided interest in the North
2/3 of T.3, R.9. A deed was immediately passed, and this simple

transaction suddenly got very complicated.

The Governor had made a verbal commitment to try to get the
rest of that part of the North 2/3 that he wanted from Harry Ross
but on November 18th, in view of the uncertainties of the situation,
a formal agreement was signed, concommitant with the deed, making
it in effect a condition of the sale that the undivided interest
sold by the Company would be transferred to the State, for the
purpose and with the restrictions noted above, by the Governor
during his lifetime, or by his estate after his death. It also
provided that he could sell the land back to the Company for its
purchase price at any time, and that if his heirs did not give it
to the State within five years after his death, the Company could
buy it back at the same price. This was well intended, but it was
not long before someone woke up to the fact that the Company had
no right to impose restrictions unilaterally on undivided property,
and on January 8, 1931, this agreement was cancelled and replaced
by another which stated that nothing agreed upon would apply to
anything but the West 2/3 of the North 2/3; that if and when the
Governor should acquire and convey to the State the whole of this
West 2/3, the conditions spelled out in the first agreement, plus
another -- that the area would be designated a sanctuary for birds
and beasts -- would apply; and that should he not be able to buy
the Ross interest, and should decide to give to the State only the
3/8 undivided purchased from the Company, he would request the State
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to make effective in some mammer his wish that these conditions

be met.

Harry Ross would not sell his interest in any part of the
North 2/3 and the Governor, who upon reflection, had decided that
there was no way for the State to enforce the last provision of
the agreement, came back to the Company for help. The only answer
was division of the town, and as he was interested only in the
northwestern part, containing the top of Mt. Katahdin, he agreed
that he would be quite satisfied with the 5,760 acres representing
the 3/8 interest in the North 2/3 which he bhad bought, as long as
it included the mountain peak. The writer laid out the area on a
map, and on June 23, 1931 the Directors authorized the President
to arrange for division. Harry Ross agreed to a court partition,
and in September, 1931, the town was divided. A block in the north-
west corner, measuring 2-1/4 miles east and west and 4 miles north
and south, containing 5,760 acres and the top of the mountain, to-
gether with a strip of land along the west line to the southwest
corner, containing 1,920 acres, was set off to the Company, which
paid Harry Ross $10,000 and gave him its 3/8 undivided interest in
the balance of the town. An immediate exchange of deeds gave Governor
Baxter his 5,760 acres, which he at once announced that he would
turn over to the State. However, it was too late to introduce the
necessary legislation, and formal acceptance of the gift was not
voted until the next regular session of the Legislature in 1933
(Chapter 3, Public Laws of Maine, 1933). At that time, the area
was given the name '"Baxter State Park', and a Great Northern crew
went up and set the commemorative bronze plaque which the Governor

provided, This is how the Baxter State Park came into being.
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Although the new park was only one-tenth as large as the one
Percy Baxter had tried to get the State to establish, the writer
was present when he told William A, Whitcomb that all he wanted was
the top of the mountain, and is sure that he was sincere about this
at that point. However, while it is quite likely that in the course
of time he would have wanted to enlarge it anyway, it is also quite
certain that his decision to do so was influenced by what happened

next,

Later in 1933, the Federal Government, as one of the New Deal
projects, proposed to establish a large National Park, perhaps two,
in Maine, the prime sites under consideration being in Washington
and Aroostook counties, the latter near, but not involving, the new
Baxter State Park, In that year, and again in 1935, the State
Legislature passed enabling acts which would have allowed this to
happen, these bills being pushed through by land owners who wanted
to unload, and by banks holding mortgages on lands, over the oppo-
sition of most of the pulp and paper companies. Nothing transpired,
as funds for this kind of thing ran out, but Percy Baxter, while
a stout advocate of State control of land, was most unhappy about
any National Park scheme, He talked frequently about the matter
with William A. Whitcomb, who did not like any part of the New Deal;
he undoubtedly talked with others; and it is the writer's belief that
if he had ideas about a larger State Park, they jelled at this t ime
into a plan to create one, of indeterminate size, but big enough
to eliminate any excuse for a Federal project of this kind in Maine. |,
We know that he did not have in mind anything like 200,000 acres,

but he began to look at the possibilities.
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In 1937, Owen Brewster, the Governor's old political foe, was
still in the U.S. Senate, and in that year he revived the National
Park scheme by introducing a bill calling for some 300,000 acres of
Maine land, including Mt. Katahdin, to be acquired by the Federal
Government over a period of time and made into a National Park,

Percy Baxter at once issued a statement, published in the Bangor
Daily News of May 3, 1937, reminding the State that it was trustee

of his gift and could not dispose of it, but that Brewster's bill
""seeks as its ultimate purpose to have the National Government take
Mt. Katahdin from the State of Maine', adding '"if the Federal Govern-
ment will keep out of Katahdin I have interesting plans for the future
that will mean much to Maine,"! At this time, he had already started
to deal for additional land, and some time in this year he announced
excitedly to William A, Whitcomb that he had been able to buy from
J. Hopkins Smith part of T.5, R.9, on which Traveler Mountain was
located. With this purchase, he had the second piece of what he
began to call his 'picture puzzle'. How he put together the solid
block of eight townships and parts of two others which make up the
Baxter State Park was ingenious and sometimes amusing. The writer
was involved in every transaction with the Governor while the old
Boston office was in existence, discussed each of them with him and
helped him prepare his presentations, and can follow the developments

in a general way.

Some of the land came to him almost fortuitously; some because
of distress situations; some because the owners were concerned about
the sprawl effect of a National Park; some just because they were

willing to help the Governor in his project, and some as the result
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of plain bargaining. The possession of an undivided ownership,

or of some specific lot, was sometimes the wedge which he used

to pry loose a common or adjoining interest, and there was much
more wheeling and dealing than we can describe. In many instances,
deals involving several purchases were made well in advance of the
dates of the deeds, and the dates of transfer to the State do not
necessarily tie in with the date of purchase, so that it is some-
times impossible to be sure which acquisition may have led to the
next, and while Great Northern's sales, beginning with the first,
had a psychological effect, the importance of any one of them to
the whole scheme of things cannot be made entirely clear here, al-

though reference to a map may help.

Township 5, Range 9 was separated from the existing park by a
town which could not be bought at that time. The Governor wanted
something which would make a direct addition, and in 1937 the Company
agreed to sell him some 4,000 acres, part of the Northeast quarter
of T.3, R.10, which adjoined the original purchase on the west, took
in most of the slope of Katahdin on that side, and brought the area
of the park to a nominal 10,000 acres, his goal at the beginning.
This, with what he bhad in T.5, R.9 allowed him to give 18,000 acres
more to the State in 1939, at about which time he acquired the rest
of T.5, R.9 from Smith. Now he began to play a sort of game., As
he planned out the areas which seemed to him to be of the greatest
value in building up the park, he usually found, as far as the Company
was concerned, some good excuse for asking to be allowed to buy some |,
additional piece of land, stating in almost every case that this was

all he wanted, and that he would not ask for anything more. He was

0f Many Things - 79




1974

quite sincere each time. He just kept expanding his ideas of what
he wanted. 1In 19239, fcor example, he asked for the remainder of the
North half of T.3, R.10, all of which was owned by the Company, on
the basis that this would extend the park to include 0.J.I. and
Double Top, which were part of the Katahdin range, and a beautiful
part of the Sourdnahunk valley. This was good growing land, and

the road from Millinocket to Ripogenus Dam ran through it, which caused
some concern. It was finelly agreed to let him have two pieces,
containing some 6,400 acres, extending to the west line of the town,
but leaving a '"'corridor" of some 3,000 acres along Sourdnahunk
Stream, and the right to remove the wood from these two lots for

a period of years, to which the Governor had no objection. This

was just a face-saving gesture, as what he was up to was now be-
ginning to be evident, and everybody joked about it, wondering what

he would turn up with next.

In 1939, he was able to buy from the Eastern Manufacturing
Company all of T.4, R.9 containing Turner Mountain., This linked
up the four towns in which he had ownership, now amounting to some-
thing over 60,000 acres, in an L-shaped area, and before the year
was out, he had bought from the Cassidy Estate and/or the Garfield
Land Company part of the south half of T.3, R.10 which cut off the
Company's '"'corridor'. Now, as he said, "If I could just have that,
I would have a solid block here', and it was sold to him, after some
good-natured banter. Next, he wanted to extend to the north, into
T.4, R.10, to get that slope of Katahdin and The Brothers. The
Company sold him the southeast quarter of that town in 1939, and when
he gently pointed out that the little 1,920 acre piece in the south-

west corner of T.3, R.9 left over from the 1931 division was not much
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which he had picked up for dickering or had had to take as part

of some of his other purchases. William O, McKay was now President,
and in 1947, after investigation of the land offered, this trade was
made, the Company reserving the right to cut the timber on the land
sold within five years, holding out an 880-acre lot around the Sourd-
nahunk Lake dam, and retaining a right-of-way for the road to the dam
and driving rights on the stream. As it is recalled, at about the
same time, for some reason, probably on account of the road from
Patten into the Trout Brook area, the Governor became very desirous
of obtaining a small triangular piece of land between Trout Brook

and the north line of T.5, R.9, which belonged to Great Northern, and
this was sold to him with little hesitation, giving him a small hold
in T.6, R.9, and by 1948 he was able to buy another 7,000 acres in
this town from the Eastern Manufacturing Company. He now had given,
or agreed to give to the State something over 130,000 acres, and hav-
ing gone this far, he told the writer, who he called his "helper' in
the Boston office, that while he could never seem to come out to even
figures, he thought he would try to get 200,000 acres, which should
be enough to head off any possible future Federal take-over attempt.
He did not make any further purchases, however, until 1953, when he
obtained another 13,000 acres from the Eastern Manufacturing Co. in
T.6, R.9. At this same time, the Company, actively interested in
having him reach what he once more assured it was his final goal,
bought from Harry Ross, along with other land that he owned, his
remaining 8,000 acres in T.3, R.9 comprising the southeast quarter
and what remained of the northeast corner, and sold this at once to
the Governor, without its ever being on the books as land, although

the right to remove the timber was reserved for a period of years
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ending in December, 1973. Within the next year, it sold him a small
block of 3,400 acres in T.6, R.9, completing his ownership of that
town. In 1955, if for nothing else than to square up the park area
so that it would ''look good on the map', he bought T.6, R.10 from
the Eastern Manufacturing Company, and in 1962, after William Hilton,
who bad always been reluctant to sell any part of T.2,R.9, had re-
tired, the Company let him have that part of this town north of the
Togue Ponds, some 7,700 acres at what had become the southern en-
trance to the park, again reserving the right to remove the timber
for a period of years. Tn 1972, after the Governor's death, the
Company gave eight miles of its private road, from Millinocket Lake

to Togue Pond, to the State.

All this land, Townships 3,4,5 and 6 in Ranges 9 and 10, to-
gether with the northerly part of T.2, R.9 and a small area around
First Grand Lake in T.6, R.8, some 200,000 acres -- any figure is a
little uncertain, because deeds are usually '"more or less', Percival
P. Baxter gave quietly and without fanfare, over a period of thirty
years, to his beloved State, to be held in trust by it forever, under
his original terms, with some exceptions which allowed scientific
management of the most northerly towns. His conveyances to the State
carried with them the rights to flowage, cutting and rights-of-way
which had been reserved to themselves by those from whom he bought,
and which in most cases allowed him to make his purchases at reason-

able per acre figures.

All of the Company's sales to him, except the first, were at
very low prices - $2.00 to $2.50 per acre, and after Harry Ross had
been paid off the first did not come out to much more. Of the total

of over 200,000 acres which he bought and gave to the State, Great
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1933 0
1934 77,515
1935 103,433
1936 202,850
1937 399,087
1938 437,903

They are also before heavy write-downs in the depression years
1931, 1932 and 1933 to bring inventories, mostly pulpwood, into 1line
with steadily decreasing market value. 1In these three years, such

write-downs totalled nearly $4,000,000.

We said in an earlier place that the Company lost money in
only one year, 1904, This was not strictly true, as these write-
downs resulted in lower actual earnings than we have shown -- a loss
of 48 cents a share in 1932, for instance (this was the only year
other than 1904 that showed a red figure) and earnings in 1931 and
1933 substantially less than above, 1933 showing a gain of only 12
cents a share, for example. However, these conditions were caused
by non-recurring adjustments, and we stand by our earlier statement.
There were other years when adjustments affected the earnings we
have reported to some degree, but they would be most difficult to
explain, and we will, unless otherwise stated, use the earnings from
operations plus normal other income from investments, royalties

and the like.

This was obviously a rough time in the history of the Company,
and while we are dealing with statistics, we may as well list here
some more figures indicating some of the factors which bore on the

situation during this period.

Of Many Things - 85









1974

that an investment in the company now will prove profitable, both
as to income and increase in principal." Long range, the producer
of this was right, but he had not done his homework on the industry,
and probably cut his throat later. This was the first year for which
Great Northern made its balance sheet public, and while this was not
much information, it was better than the iron curtain of the last
thirty years. No earnings statement was published until that for
the year 1936, but in the meantime the financial analysts made some
astonishingly good guesses on earnings, based on the balance sheet
and the dividends paid. The Bangor Daily News of March 5, 1931 was
fulsome in its praise of the Company:

"The Great Northern Paper Company is an object of

admiration on the part of the entire paper in-

dustry.... Maine and Bangor owe this great local

institute far more than is sometimes realized ....

People of Bangor should feel proud of the Great

Northern Paper Company; should read with a feel-

ing of gratification the truly remarkable state-

ment published today....

While the price for 1930 held through the year in a general way,
the situation became even more confused than it had been, as consump-
tion began to drop, and the time neared for announcements for 1931.
During the year the Newsprint Institute of Canada had begun to come
unstuck in the scramble for business, and Col. Price resigned as
its Chairman. It was just about this time, as the writer recalls,
that something went on between Price Bros. and the Great Northern
Paper Company, which, as we have said, had an unusually friendly

relationship. Handsome Jack Price visited the Boston office a number
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of times, and held closed-door sessions with Company officials.

As close as were the communications in theBoston office, nothing
leaked out of these meetings as to their purpose. The writer knows
only that they were held, and that the Company was furnished with
confidential Price Bros. figures,including detailed manufacturing
costs, which he and Frank Keenan translated into Great Northern
terms, on Great Northern Manufacturing Report forms, and as he re-
members, these figures were for the year 1929. There were conjec-
tures about a merger, or some kind of alliance, as there was merger
talk all over the industry, but it was only conjecture. At any rate,
nothing concrete transpired, and inquiries made of Price Bros. people

have produced no one who knows anything about the matter at all.

There was another development in 1930 that illustrates how un-
predictable can be the effect of some action on matters having nothing
whatever to do with it in the first place. It will be recalled that
the Fernald Act, passed in 1909, prohibited the export of power from
the State of Maine. 1In the late 1920's, there arrived on the scene
Dexter P. Cooper, the originator of that much-kicked-around scheme,
the Passamaquoddy Tidal Power project, which immediately captured
the interest of the public, and created tremendous enthusiasm among
the people of the State. Of course, under this scheme far more power
would be developed than could conceivably be used in Maine. There
was a crying need for power in the rest of New England and in New
York State that could be satisfied by this project, but how about

the Fernald Law?

Well, now. Early in 1929, in anticipation of the possibility
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that Quoddy would become a reality, the so-called Carleton Bill

was introduced in the Legislature; was passed promptly (Chapter
280, Public Laws of Maine, 1929) coming out as an act which allowed
the sale outside the State of surplus power. This was approved by the
Governor on April 10th, and went to referendum in September, re-
ceiving favorable treatment, upon which, there being no probability
of action on Quoddy in the immediate future, the Central Maine
Power Company, associated with New England Public Service Co., con-
trolled by Samuel P. Insull, decided to go ahead with a planned
large power development on the Kennebec River, near Bingham. 1In
November, 1929, Walter Wyman, President of the Central Maine Power
Company, offered William A, Whitcomb $20,275 for the 1/3 of the
power at Caratunk Falls owned by the Company, as this power would
be flowed out by the proposed Wyman Dam. There was not much

choice but to sell it, but William A. Whitcomb held out for a price
of $66,000, or $50 per h.p., undeveloped. 1In February, 1930, a
compromise was reached, and the power was sold by the Company for
$40,000. It had cost $1,753 in 1903. The Central Maine Power
Company, having also bought out the other owners of the Caratunk
power , proceeded with construction, but by the time they were ready
to sell power, there was no demand for surplus. This gave the
C.M.P. Co. the problem of finding an outlet for a large block of
power within the State, and its answer was to form the Maine Sea-
board Paper Company, which built a nice new two-machine newsprint
mill of about 300 tons capacity, at Bucksport. This was started up
some time late in 1930, 1In the meantime, to obtain orders for the
new plant, Maine Seaboard offered tonnage to anybody at $2.80 per

ton under the price made by any other mill, and while, as we will
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see, there were greater forces at work, William O. McKay always
maintained that Maine Seaboard was the straw that broke the news-
print camel's back. Just as a matter of interest, the Federal
Government finally got around to approving Quoddy as a federal
power project, in modified form, in 1935, but the congress made
only an initial appropriation, which was spent for three or four
small dams, hardly more than dykes, but mostly for the construction
of Quoddy Village, near Fastport; a whole new settlement of dwell-
ing houses, a central power and heating plant, an administration
building, repair shops and other facilities, with a special separ-
ate housing development on Redoubt Hill, a very sightly place,

for the big shots. Then the project fizzled out, and all of this
was abandoned, was sold to private interests, changed hands sev-
eral times, and is as this is written, partly occupied and partly

falling into decay, a sad monument to another New Deal fiasco.

Tn April, 1931, Canada Power & Paper, in spite of the fact
that it bad run several million dollars in the red the previous
year, suddenly announced a cut of $5.00 a ton, retroactive to
January lst. Great Northern followed immediately, and within
a month nearly every company had put out the reduced price; $57.00
delivered New York. This price held through the year, with some
chiselling here and there by some of the smaller mills like Maine
Seaboard, and there were enough of these to undermine the already
weakened structure, because in the aggregate they represented a
substantial amount of tonnage, and the big boys could not afford
to lose a pound. Things were coming to a head. Of Great Northern,

the Boston News Bureau said:
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'""STRONG FINANCIAL POSITION

The result of the price cut on earnings of Great Northern
Paper Co. cannot be gauged, earnings of the company never
having been reported, although in the poor 1930 year the
$3 dividend was covered by a good margin - a better margin
than in 1929....Finances have been kept in good shape....
At the close of 1930... cash alone of $2,426,155 was not
far from sufficient to cover a full year's dividend re-

quirements."

Most newsprint companies were not in Great Northern's fortunate
position. 1In a general way, the United States mills were in better
shape financially than their Canadian competitors. The decline
which had been going on in United States production was only in
part due to the actual closing of mills. Many had been shifted
to the manufacture of other grades, or, like the Madison mill,
were in the midst of this process. Some few had been well es-
tablished in both newsprint and other grades for a long time, and
could swing one way or the other, and most were relatively free
of debt. The Canadian mills were for the most part newsprint
mills, pure and simple, too big to be readily converted to other
papers, which anyway would face a tariff if exported to the
United States. They had been financed to run at 100 percent cap-
acity on $75 paper, were loaded with debt, and were getting des-
perate. The dire predictions of the provincial premiers were com-
ing true, but in spite of all their concern, conditions had boxed
the provincial governments in, so that they were unwilling or un-
able to use the powers that they had threatened to use, and having

delayed, the time had gone by when any punitive action could have
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any beneficial effect.

The rapid expansion of the Canadian industry had never
allowed it to get close to maximum production, except in the one
year, 1926, when it ran at 97.5 percent. Other than that, al-
though some mills, notably those of the International Paper Company,
as the result of the Hearst deal, had run full, the industry as
a whole had not, since the expansion began, averaged much over 90
percent. The 80 percent controlled operation established for its
members by the Newsprint Institute in 1929, when I.P. and some of
the independents were counted, resulted in overall utilization of
about 85 percent of capacity. 1In 1930, this had dropped to 71
percent, and in 1931 was down to 61 percent. At this point, the
Canadian banks, who .were into newsprint up to their ears, became
alarmed, and in that year formed a committee, headed by A.W. Beatty,
President of the Canadian Pacific Railway, to study the various
companies, with the preconceived concept of mergers which would put
together combinations of the strongest companies and wash out some
of the weaker ones. However, it got no further in this year than

the collection of information.

As the end of the year approached, the stuff really hit the
fan when in December one of the large companies -- our record
does not indicate which one -- announced a price of $53 for 1932,
a further drop of $4.00, which immediately became general. We have
said in another place that Great Northern was always a sort of po-
lite price cutter, but it had no part in the debacle that followed.
The Company had no need to initiate price cuts, and did not, but

it had to ride down with the rest. Now the chickens really came
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home to roost. 1In 1932, the Canadian industry ran at an average
of 53 percent of capacity, and by late in the year most of it was
bankrupt, in receivership, or had undergone some form of reorgan-
ization with greatly reduced capitalization. Ontario & Minne-
sota was the first to go under. Abitibi went into receivership,
in which it remained for fourteen years. Canada Power & Paper was
reorganized into Consolidated Paper Corporation, Ltd., with a huge
30-year bond issue on which there was no interest for five years
unless earned. Price Bros. went into bankruptcy, and came under
the control of Lord Beaverbrook -- but why go on? The Boston News
Bureau of November 3, 1932 listed twenty-three issues of the bonds
of Canadian companies, totalling some $222,000,000 in default on
interest, principal or both., As we recall, 70 percent of the

Canadian industry went down the tube one way or another.

In the meantime, the bankers' committee had failed dismally
to come up with any way out of the mess. 1Its only answer seemed
to be mergers. Late in the year it went so far as to propose that
the whole Canadian industry be combined into one huge entity, but
the information it had gathered a year earlier was already out of
date. Things would not stay put long enough for them to formulate
any workable scheme. We should explain that these plans for merger
and consolidation in the Canadian industry did not include all the
companies operating in Canada. To the United States industry,
Canadian plants were all tarred with the same brush, and were all
competition, but to the Canadians, the Internationmal Paper Company,
the Ontario Paper Company, owned by the Chicago Tribune, the Spruce
Falls Power & Paper Company, owned by the New York Times, and some
few others, were "American' mills, and the hell with them. They

could look after themselves, which they did quite well, in comparison
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with the 'Canadian' industry, which, while it had United States

and other foreign capital in it, was controlled by Canadians, and
was the prime concern of both the Government and the banks. The
bankers' committee did succeed in getting a plan for pooling orders
in effect, but it was widely disregarded, for one reason because
there was constant switching of orders by the United States pub-
lishers, although it must be said that there were many of them,
some influential, who viewed what was happening as a disaster.

They had not seen anything yet.

In September, 1932, Price Bros., bhaving hit bottom, and in a
desperation effort to keep its mills in operation, dropped its
price another $5.50 a ton, to $47.50. Scandinavian and Finnish
paper had also begun to come into the United States market in
some quantity by this time. The depression was not confined to
North America, and Yankee dollars looked pretty good to the Furopeans.
International immediately cut $7.00, and made some other concessions
which brought the total effective reduction to $8.00 a ton;$45.00
delivered New York, although it too was running in the red. This
did nothing for overall consumption of newsprint, which continued
to decline, albeit a little more slowly. Everyone, perforce, in-
cluding Great Northern, cut to meet the new price, and everything
was back where it had been, except that everybody except the con-
sumer was poorer. On April 1, 1933, Internatiomnal, having closed
down some of its least efficient operations in both countries, being
still solvent, and in all fairness because it was faced with under—
the-counter concessions by bankrupt and near-bankrupt mills, cut one
more time; another $5.00, bringing the price of newsprint to $40.00,
delivered New York. Everyone again followed suit, and there was a

spate of rumors of even further cuts., But that was it. Publishers
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could pick up some spot tonnage & still lower prices; $38.00,
even $36.00, but the general contract price remained $40.00, with

an approximate net to most mills of $33.00 a ton, until 1936.

While all this was going on, the Canadian and European mills
had gained some tonnage at the expense of declining United States
productive capacity, and in 1933 the industry in North America
operated at about 55 percent, adjusted for the reduction of news-
print producing facilities in the United States, the rate of opera-
tion being about the same in both countries. Most of the foregoing
information on developments in the newsprint industry at this time
comes from a file of clippings from the Boston News Bureau kept by
Bryan Seelye, with some interpolation from the writer's records and

memory.

Projecting ahead a few years, and by-passing details, of all
the Canadian operations International almost alone escaped bank-
ruptcy, receivership or total reorganization; its stockholders
almost wiped out, its funded debt fantastic; divested of the power
empire it had built, of a number of its mills, and of President
Archibald R. Graustein, whose ambition had been a large factor in
all this calamity in the first place, and rebuilt itself by sheer
good management. There was some merging of Canadian independents
with larger companies, but not on the grand scale envisioned. Later
mergers are not a part of our story. Most of what was left of the
United States industry, much of it represented by very small mills,
managed to stay alive up to this point, but could not stand such a

low price for long, and was driven into other grades, as we will see.
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ment used every trick in the book to get the lowest possible prices.
The work force was loyal and cooperative, and the rest was just
plain hard work by everybody, with one cost-cutting program --
"austerity" it would be called now -- piled on top of another;

all of which, we suppose, adds up to just plain good management.

Old-timers will say now that Great Northern communities did
not have any depression. This was true, relatively, at least.
There were two main reasons for this. The first was the high
production level which the mills were able to maintain. 1In our
tabulations of Company production, we have included, and will con-
tinue to include, the output of the Madison mill. As it will be
recalled, Madison did not make much newsprint after 1931, and news-
print is what we are talking about. Nevertheless, in comparing the
Company's operating ratio with that of the Canadian mills, it does
not seem to us like adding apples and oranges to take in the Madison
production, as we are setting total output against total output, and
it is just too bad that the Canadian mills for the most part could
make nothing but news. Anyway, in 1929, when, as we have noted, the
mills north of the border were operating at 85 percent of capacity,
Great Northern was crowding out 110 percent; in 1931 it averaged
97.5 percent; in 1932 its ratio was 88 percent, and in 1933, the
worst year, Great Northern ran at an average of 81,5 percent of
capacity, when the Canadian mills and in fact the whole North Amer-
ican industry was making only 55 percent as much paper as its machines
were capable of producing. There are no daily or short-period re-
cords available now for those years, but to the best of the writer's

recollection, Great Northern production never went below 80 percent
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1936 41 24-7/8
1937 47 27
1938 39-1/2 25-1/2

The anomaly is in the fact that the writer knows from the
Frederick C., Adams Co. bulletin the price in April, 1930 stood at
$50,00, and that up until at least the middle of that year it aver-
aged around $49.00, because he was one of those who bought some of
the stock purchased for sale to employees at that time, This was
sold at cost, and he paid $48.55. It may be that prices did not
begin to be recorded until later in the year. At any rate, as the
price went down, more employees became interested. Some 3,300
shares were asked for early in 1931, and the Treasurer was authorized
to buy up to this amount for sale. At the same time, the interest
rate under the plan was reduced to 4 percent, extended to all who
had loans for stock purchases, but not retroactive. Some of those
who had requested stock may have chickened out, as the Treasurer re-
ported in March that he had bought 1925 shares for sale to 17 em-
ployees at $39.37, and there is no mention of any further trans-

actions. However, this is not conclusive.

The situation that had now developed justified William A,
Whitcomb's outrage at Fred Gilbert's prepaid stumpage contracts.
Less wood was required, and the price of stumpage and purchased
wood was going down, but these long-term stumpage agreements had
to be honored, whether the wood was needed or not. It had been
possible to negotiate some of them out, but at the beginning of
1931 William A, Whitcomb had reported that a quarter of a million

dollars would be required to pay off those which it had not been
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his fall operations organized. Having paid for some 23,000 cords

of wood, he had to harvest it, and Sheldon Wardwell finally con-
vinced William A, Whitcomb that the only thing to do was to cut

up to 30,000 cords, if it was there, which would justify paying
Page's claim, and if it was not there, to pay for what was cut

and let Page raise the issue again. This was a pretty weak argu-
ment, but Page's attorney was so advised. 1In the meantime, however,
Lou Stearns, relying more on reality than legality, had been work-
ing on a deal for settlement by purchase of the land, and while de-
tailed information as to how this was reached runs out at this point,
Page accepted the $90,757 as payment for the N.1/2 of T.9 R.1l1l, and
the Company paid another $70,000 for the N.1/2 of T.9 R.12, a total
of $§160,757, which William A, Whitcomb reported to the Directors in
September, 1931, and the transaction was approved. Bill Hilton

should have accepted the April offer.

At this same time, at least one other settlement on a similar
contract was made on the basis of applying advance stumpage pay-
ments to the purchase of the land involved, but this deal was con-

cluded without any fuss.

Further specific appropriations by the Board are not recorded,
but by late in 1931 the installation of the four-foot grinders at
Fast Millinocket was completed or nearing completion; the new No.8
generator unit at Dolby was on the line, and all the grinders at
that location had been removed, with generators installed on all
but No. 7 line. This generator, incidentally, was not put in until
1934, William O. McKay had been itching to get at the Millinocket

grinder room, plans for which were all ready. This was a much bigger
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job than the changeover to four-foot wood at Fast Millinocket, of
course, but this was an opportune time to do it, with labor avail-~
able at low rates, the cost of equipment dropping, and reduced paper

production allowing grinders to be shut down for replacement.

It had been figured out that 18 grinders, with the necessary
motors, new pressure pumps and other auxilliary equipment would
be needed, and the cost was estimated at $386,000. A '"President's
Report'" was carefully prepared and discussed with William A, Whit-
comb, who was again bhard to convince, under the economic conditions
prevailing, but finally agreed, reluctantly, to put the job up
to the Board of Directors at the November 1931 meeting, with a
specific request for authorization to install one line of four
grinders at once. William O, McKay was not at all sure that this
job would be approved, nor that this would not be one of the times
when William A, Whitcomb would hold back for another look before
allowing the job to be started., He had the writer arrange with
Bob Hume, the Superintendent of the mill, to have a crew lined up
and an air compressor, jackhammers and everything needed to start
work moved intb the grinder room by the day of the November meeting,
and for him to stand by for orders on that day. The report was pre-
sented in New York, and the Directors approved the installation of
the first four units. William O, McKay quietly left the meeting,
telephoned the writer, and said, without preliminaries: "They've
approved it. Tell Hume to get started before they change their
minds'; and in less than an hour the first old grinder on the line
was scrap, and the floor was broken out for the first new founda-
tion. Funny way for a big corporation to start a big job? Sorry
about that, but that's the way this one started. The circumstances
were similar to those surrounding the installation of the super-

calender stack at Madison, which happened later, but which we told
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about earlier. It was not standard procedure!

There was a little good news in 1931, The Company's propor-
tionate ownership in the Brassua storage had been reduced by rea-
son of the increased developed head on the Kennebec River created
by the Wyman Dam, and this was compensated for by payment of
$79,000 by the Central Maine Power Company. A refund of $90,000
was also received from the Internal Revenue Service on account of

overpayment of taxes for the years 1923 through 1928,

An obscure event of 1931 was an incipient move to establish
a subsidiary to be called the Great Northern Power Company. This
really began late in 1929, when William A, Whitcomb inquired of
Louis C. Stearns whether such a corporation could be formed under
the laws of Maine without a special charter. On November 26th of
that year Lou Stearns wrote that it could be done under the General
Laws. Nothing further seems to have been done until 1931, when it
was put on the fire again, and on August 8th Lou Stearns sent to
William A. Whitcomb and Sheldon Wardwell drafts of Articles of Asso-
ciation for the purpose of organizing a corporation to '"engage in
the business of making, generating, purchasing, selling, distributing
or supplying electricity for lighting, heating, manufacturing, trans-
portation or mechanical purposes, and to do all things necessary,
appropriate or pertaining to said business'; calls for meetings;
by-laws for the corporation; a stock subscription form; and dummy
minutes of a meeting of the associates to form the corporation, and
of a first meeting of the Board of Directors. These papers had been’

revised following a meeting in Boston.
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sheet, still the only financial information made public, was again
highly favorable., From the Boston News Bureau of February 15,1932;
"eeeoo.the accomplishment of last year, in view of con-

tracted demand for newsprint on all sides and lower

prices for the product....can be considered very good;

particularly so in view of the small earning power, and

in many cases, losses of the other large newspaper factors.
The action of Great Northern Paper directors Wednesday

in reducing the annual dividend rate....suggests the con-

servatism of the management...."

Standard Corporation Records (Standard & Poor's) put out what
appears to be its first amalytical report on the Company; and from
"The Paper Mill" of February 20, 1932:

"GREAT NORTHERN'S-FINE SHOWING
One of the most remarkable financial statements rendered
by any industrial company in New England and certainly one

of the finest examples of good management is that submitted

by the Great Northern Paper Company, and indicated that the

rate of current assets had risen during 1931 from 20 to 1

a year ago to 30 to 1 on December 31st last.... This in the

face of the conditions in the paper industry in general,

newsprint in particular, and the depressed state of industry

everywhere, is a tribute to conservative management...."

And the Boston News Bureau, which it will be recalled had put

down the stock in 1929, published another letter and reply:

Of Many Things - 110




1974

No. 7744 Natick, Mass.

July 13, 1932

I hold Great Northern Paper Stock which I purchased at

much higher levels, What do you think of this concern?

Should I dispose of my stock here?

F."

The answer, too long to quote in full, was to the effect that
the Company was well managed and conservative; was in a well-
fortified financial position; that its properties were in splendid
shape; that capital consisted solely of 998,330 capital shares,
contrasting strongly with the heavy funded debt of its Canadian
competition, ending:

"The success of the Great Northern management....in coping

with past trying conditions, and the favorable position of

the company, suggest that this stock be held through the

present difficulties.”

Commodore Ledyard died in January, 1932. He had had a long
and distinguished career, during which he had been involved in
legal and financial problems of huge corporations beside which
those of Great Northern were peanuts. We mentioned a few of his
activities earlier, but he was engaged in many others, notably as
intermediary between the elder J.P. Morgan, Henry Clay Frick and
Elbert H. Gary in the affairs of the United States Steel Corpora-
tion, and in the solution of the problem of the dissolution of the
old American Tobacco Company, which controlled about 80 percent
of the tobacco industry, and which was ordered by the United States
Supreme Court in 1911 to be broken up and its assets divided among
its subsidiaries, but he gave as careful and thoughtful considera-

tion to the problems of the Company as he did to those of these
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Operations were tightened up all along the line. There had
been a wage cut of approximately 5 percent in 1931, but salaries
had not been adjusted at that time., In January, 1931, all salaries
which had not been revised to eliminate the salary dividend had

' which had been in effect

been raised 15 percent, and the ''bonus'
for so many years was eliminated., This did not actually amount

to a raise, because the salary dividend had been paid for so long
that it had become built in, and most of the salaried people would
have preferred it to remain as it was, having faith that the manage-
ment would continue to pay it. The management, on the other hand,
believed that it would remove an element of uncertainty to put it
into the salary scale, and it did away with the calculation axd
processing of an extra payroll twice a year, which was an economy.
In June, 1932, all salaries were cut, those over $3,000 per year
being reduced between 7-1/2 and 8-1/2 percent. Below $3,000, the
reduction was left to the discretion of the officers, not to be

more than 5 percent, and the reduction was perhaps not more than

4 percent average for this group, those $2,000 and under not being
cut at all, This move followed a negotiated wage reduction of 8-1/2
percent in May. At the same time, interest on employee loans for

the purchase of stock was reduced from 4 percent to 3 percent.

Inventories were written down nearly $2,000,000 in this year,
accounting for nearly bhalf the write-down for the 1931-1933 period,
noted previously, and was mostly in the pulpwood account. There
had been too much wood on hand when William A, Whitcomb took over
in 1928, but with long-term stumpage and operating contracts in
effect, it had not been possible to do much about this immediately.

A full cut of nearly 400,000 peeled cords had been made in the
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Lake Dam Company was owned by the Company and the K.C. Irving
interests in New Brunswick, the latter, by difference, holding

20 shares. At that time, according to information which we have
not checked, the charter was amended again to allow the develop-
ment of power, for what reason is not known. At about the same
time, the Allagash Waterway was established, and the State wanted
a dam Built at the old site for the control of water. Great
Northern hired a contractor and supervised the building of a new
dam, at an expense of about $100,000, and sold it to the State

at cost, The State also bought a portion of the dam lot. Great
Northern had by this time no further interest in driving wood down
the Allagash. Some time before 1925 it had advanced about $17,000
to the Dam Company for payment of taxes, and in consideration of
this, probably with a small payment to the Irving interests, it
acquired title to the balance of the land, which was put into the

timberland account, and the Heron Lake Dam Company was liquidated.

There was no change in the Board of Directors, or in the officers
elected for the year 1933, except that Fustis Paine was added to
the Executive Committee. However, Fugene Hale, Jr. died in March,
the Directors' minutes noting only the fact, and in May, Williamson
Pell was elected to replace him, The Board of Directors was now
made up of H. Merton Joyce, Lewis Cass Ledyard, Jr., Eustis Paine,
F.S. Rollins, Hilbert Schenck, Sheldon E. Wardwell, William A,
Whitcomb, John Hay Whitney and Williamson Pell. There was no further

change until 1936.

Williamson Pell (1881 - 1949) was a native of Goshen,N.Y.,

a graduate of Princeton in 1902, where he was captain of the
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and of a few hundred shares of Treasury stock; and the fact that
there was no reserve for bad debts, offering suggestions with
which Bryan Seelye generally agreed, except for the proposed dis-
position of the $2,500,000 item, which was really the important
point as far as the balance sheet was concerned. Gould McIntosh
also raised some new questions on the method of charging out pulp-
wood and the treatment of investments in subsidiary companies,

but made a little peace offering by complimenting the Auditing
Department on making headway in its studies of mechanization and

reporting.

This new report was discussed at the October 1l4th meeting of
the Directors, but they were apparently not too happy about the
controversy. The upshot was that they voted to submit the whole
thing to George May, of Price Waterhouse & Company 'for his re-
commendations as to the proper method of handling the points in
question; persons selected by the President to appe ar before
Mr. May to furnish necessary details.' 1In other words, he was to
referee the arguments, the whole substance of which, from this dis-
tance, is not clear. William A. Whitcomb directed William Hilton
and Frank Bowler, with the assistance of Hardy Ferguson, to prepare
figures on the value of lands, timber stand and water powers, and
to attend the meeting, which was held in New York on November 5th,
and was concerned with the balance sheet data rather than with

the nitty-gritty of Auditing Department operation.

As nearly as can be determined from notes made by Mr. McIntosh,’
which do not cover all the points which we have mentioned, Mr. May
by and large agreed with the Company's position, it already hav-

ing recognized the validity of some of the criticism, and on his
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observation that discrepancies in one account should not be offset
by setting up discrepancies in another, the $2,500,000 wound up

in the Mill Sites and Water Powers account, as defensible apprecia-
tion, justified by the studies made by Frank Bowler and Hardy Fergu-
son. Gould McIntosh, somewhat subdued, finished his assignment

of revamping the form of the December 31, 1935 balance sheet, in
line with the agreements arrived at, but at the November meeting

of the Roard, held on the l4th, it was not Gould McIntosh & Co.

but Price Waterhouse & Co. that was engaged ''to examine the Company's
accounting system and methods and make an audit for the year 1936."
What changes may have been made in accounting procedures as the
result of all this the writer does not know, but as far as he can
remember, the Boston office continued to receive its weekly Manu-
facturing Reports and other information as usual. The change in
policy we mentioned was that from this point on there was an annual
audit of the books, Price Waterhouse & Co. continuing to perform

this service for many years.

In other action of this year, the Bangor & Aroostook Railroad
presented plans for changes in their yard and trackage around the
old Millinocket railroad station built in 1899. These included
moving the station from the west side of the main line track to
land owned by the Company on the east side, and the President was
authorized to negotiate this tranmsaction, which resulted in a com-
plete rearrangement of the yard, a change in the location of the
Lake Road, the construction of an underpass and a new entrance to
the Spruce Wood Department buildings on the east side of the tracks

near the station.
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Fastern and P.C.F., in the interest of water control. At that time,

the ownership was as follows:

American Realty Co. (I.P.) 270 shares
Great Northern Paper Co. 139 "
Bangor Hydro-Electric Co. 115 "
Penobscot Development Co. 59 a
Eastern Manufacturing Co. 48 "

F.W. Ayer Est., Herbert Marshall,
H.P. Gardner, .T,H. Hinman, Geo.
H. Hamlin and Irving Lord, 1

share each 6 "

The East Branch Improvement Company had some bonds out, and
over the next few years these were retired by Great Northern and
the B,H.E., Co. By this means and by additional cash payments,
these two companies had by 1941 negotiated total ownership. In
October of that year., a special meeting increased capitalization
from $100,000 to $250,000, new $100 par stock being issued upon
surrender of the old certificates. Great Northern paid Bangor
Hydro-Electric Company $6,550 to bring its proportionate owner-
ship to 407%. Additional stock was also bought by each company
at that time. More has been issued since, for cash, on the 40
percent-60 percent formula, to provide funds for improvements to

the properties, and capitalization has since been further increased.

Meanwhile, some time between 1936 and 1941, Great Northern
had acquired, probably through a purchase of land, 16 shares of
the stock of the Godfrey's Falls Dam Company, still another log

driving corporation. chartered in 1872. This charter, amended
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which remains in effect, with some revision. The company main-
tains storage dams on Telos and Grand (Matagamon) Lakes, but while
there was some discussion of it in the 1930's, no storage has

been restored on the waters covered by the Godfrey's Falls or

Sawtelle Brook charters,

There was a more important development in the area of water
storage in 1936. This was the building of the new dam at Seboo-
mook mentioned in an earlier chapter. The immense timber struc-
ture which we described at that time had begun to deteriorate,
sagging badly in places, mostly due to the damage to the floors
which bhad occurred during comstruction. It had reached the point
of being unsafe, and as the storage was substantial and was needed
not only for power purposes but for driving, it had to be replaced.
The new gravity-type concrete dam, designed by the Company's Engin-
eering Department and built by the H.J. Deutschbein Company, was
located about 125 feet below the old one. It was 426'6" long be-
tween abutments, with short earth fills at each end, its axis more
or less northwest and southeast. The ledge was bad at this point,
and considerable rock excavation had to be done, the whole base of
the dam and a sloping apron some 215 feet long and 30 feet wide
below the gate section being keyed more than ten feet into the
ledge in some places. The apron had walls at each end, making it

in effect a huge sluice,

There was no spillway. Sixteen piers, surmounting the crest
and making seventeen bays between the abutments, carried a 20-ft.
wide roadway at about El, 1076 (U.S.G.S.) four feet above maximum

water level at El. 1072. Those piers in the gate section, which
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was 220 feet long and began at the sixth bay, 160 feet from the
southeast abutment, were extended below the face of the dam as
buttresses. The sixth and seventh bays each contained two cylindri-
cal deep-gate passages, 6'0" diameter, their bottoms at El. 1040.
The next six bays were flood-gate openings. In five of these, the
gate sills were at Fl. 1056, and in the sixth, which was used for
sluicing wood, the sill was at El. 1062. The 20-foot-wide gates,
of the ordinary vertical 1lift type, did not have individual hoists,
but were raised and lowered by a traveling gantry, on a track
elevated a few feet above the roadway and upstream of it, powered
electrically from a small diesel generator unit in a little power

house on the shore near the southeast end of the dam.

While there were no plans for developing power at this site,
two 8'0" diameter steel thimbles were built into the fifth bay,
with arrangements for trash racks, just in case something came up
in the future that would make the small amount of power that could
be generated useful, This feature really had its origin in the over-
sight, if it might be called that, in not making some such provi-
sion in the construction of the Ripogenus dam twenty years before,
and the idea was that if the need should arise, penstocks could be
run downstream from these thimbles to obtain the maximum head from

Seboomook Falls.

It has not seemed necessary to cover the progress of this job,
which cost approximately $560,000, in detail. Construction equip-
ment, some of it from the North Twin project, was moved up Moose-
head Lake to the Seboomook wharf by water; living quarters were
provided for the crew, and the Spruce Wood Department set up the

commissary. We might note one uncommon circumstance..This was that
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Frank Bowler and William A. Whitcomb had been having one of
their periodic differences of opinion, which came to a head

just about the time work was to begin., We have no recollection
of what this was all about, but the President was so angered
that he took the unusual step of writing a special order placing
Roy Weldon in charge of the work, with the writer as liaison

and Creighton Stanwood to do the purchasing. This did not pro-
duce a very happy situation, especially for Roy Weldon, but he
and the writer, by finding reasons to consult Frank Bowler and
ask for his advice, sort of kept him in the picture, and he even
visited the job a few times, but technically he had no part in
the construction of this dam, although it had been designed under

his supervision.

As time went on in the year 1936, everything began to point
to a boom in the aftermath of the depression. By the middle of
the year, Canadian producftion was up to around 90 percent of
capacity. The United States industry as a whole did little better,
tonnage-wise, than the year before, because its mills were still
getting out of the newsprint business one way or another. A num-
ber ' the large Canadian outfits were still not out of financial
trouble, and with the improvement in business the Provincial govern-
ments began to put the heat on the industry in that country to
take advantage of the situati on and raise prices. The publishers'
need for raw material was becoming so great that they did not
declare the usual pre-emptive war. By this time some people were
beginning to take Dr. Charles Herty and his southern pine ground-

wood seriously, although it was still only a laboratory success,
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well below the spot market for newsprint, which is

quoted somewhere between $45 and $46 a ton. At

the former $41 contract price the company made more

than enough to cover with a good margin its 1936
dividends. 1Incidentally, it has the unique record

among paper makers of coming through the depression
without omitting dividend distribution to shareholders...
At its current price of $42.50 a ton, Great Northern
Paper should be able to bring down substantially all of
the gross increase to net profits.....A factor making for
a strong newsprint market is that consumers have for
years underestimated their requirements. One of the
largest newspaper chains is understood to be committed

to only a fraction of its 1937 requirements.....Company
has no funded debt and according to last report had
$13,659,000 of current assets and but $630,000 of

current liabilities. The stock which sold early in 1936

at 24-7/8 is now quoted 38-1/2 to 39-1/2.

It was not true that consumers had underestimated their re-

quirements for years. They had for 1936, but it would have been

hard to forecast the demand which was developing even as this was

written., Whether or not Great Northern's price action had any

part in delaying the manufacture of newsprint in the south is open

to question. It did not hold up the start of comnstruction by the

Quebec North Shore Paper Company of a big new mill at Baie Comeau,

P.Q., the first really new newsprint mill in Canada for a long

time, and the last for a long time, but Quebec North Shore was a

captive outfit, controlled by Ontario Paper Company, which was
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of a third coffer later. This was very carefully done, the sheet-
ing being driven well into the clay at this point, and a concrete
seal being poured on both sides of it, as No. 3 coffer would have

to carry nearly a full head of water when built,

The second new bridge pier was under construction the first
week in December, By that time the power house was entirely
bricked in, the flume gates had been moved into the gate house, and
- pouring of the concrete roof deck had been started, in spite of
continuous heavy rain =-- over three inches in this week. On
December 7th, the East Branch began to run wild, and the level
of the river rose rapidly. Debris from the flowage, mixed with
cake ice nearly a foot thick, running down along the end of No, 1
coffer, tore out the seal at the lower corner pier. and a bad
leak developed. It could not be plugged, and to avoid a serious
washout everything was moved out of the coffer, no small job, and
it was flooded, with no loss of material, and little damage to
equipment. It was ten days before the water went down. A sort
of dyke of stone and boulders was then placed around the lower
corner pier, a second row of sheeting was placed outside the first,
and a new clay seal was placed., Pumping was begun on December
27th, and after plugging another leak the coffer was quicikly un-
watered and the crane was put back into it to remove the ice which
had formed. It was then decided not to use the lower arm of the
coffer as part of the bridge, but to build an entirely new bridge
below it, although the first few piers of the coffer, starting
at the east end, were utilized. It will be recalled that the lower
érm of the coffer angled upstream, so that a new line of rock-
filled cribs, 13 in all, could be built in a straight line from

the lower cast end of it and still land at the desired point on
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