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CHAPTER VIII
DEVELOPMENT OF COORDINATED MINIMUM PRICES

THE proposed price schedules submitted for the 22 districts were
developed by district boards each of which generally disregarded
the coals of other fields and acted as though its district were an in-
dependent producing area. As pointed out earlier, this explains, in
part, why the various schedules display little uniformity in the
terminology used, the size groups proposed, the factors considered
in appraising coals, and the quality classes recommended.

The proposed prices may be regarded as having been formulated
primarily to show value relationships within the various districts.
The problem confronting the boards was to submit for their respec-
tive districts price structures which would bring the prices of the
different grades and sizes of coal into proper alignment in terms of
inherent qualities, general market considerations, and types of con-
sumers. The proposed schedules, therefore, established a single
price for each grade and size of coal regardless of where it was pro-
duced in the district or the market to which it was to be shipped.

Because the coals of one district were sold in competition with
the coals of other districts and often with other forms of fuel, the
prices resulting from district evaluations of coals had to be further
considered in terms of interdistrict factors and conditions. In other
words, to ensure that the coals of any district could continue to sell
on a fair competitive basis in any market in which they had been
accepted, all the prices of coals of the competing districts had to
be coordinated in common consuming markets. To attain coordina-
tion it was necessary (1) to determine competing districts and the
markets to which the various coals were shipped, (2) to correlate
these coals by comparable size groups including use classes in each
common market, (3) to determine minimum selling prices in par-
ticular markets and establish f.o.b. mine prices for coals shipped
to these markets, and (4) to ascertain whether the realization per
ton which would result from the proposed selling prices would “ap-
proximate the weighted average of the total cost per net ton” of the
minimum price area involved.

A. Criteria to Be Used in Developing Coordinated Prices

It was the intention of the framers of the Bituminous Coal Act
of 1937* to have the coordination of prices undertaken by the dis-

150 U.S. Stat. at L. (1937), 72. See Appendix G below.
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COORDINATED MINIMUM PRICES

trict boards under rules and regulations set forth by the Commis-
sion. When it became apparent that most of the district boards
would not be able to accomplish this task, the Commission itself
assumed the responsibility under the authority conferred in Section
6a.”

The authorization for the coordination of proposed prices was set
forth as the opening sentence of Section 4-1Ib of the Act which
read: “District boards shall, under rules and regulations established
by the Commission, coordinate in common consuming market areas
upon a fair competitive basis the minimum prices and the rules
and regulations proposed by them, respectively. . . .” It will be ob-
served that the coordination was to be made in “common consuming
market areas” and was to be worked out on “a fair competitive
basis.” Neither of these terms, which were used twice more in the
statement on coordination of proposed minimum prices, was defined
by the Act.

The Act provided that the following factors and criteria were
to be taken into account in the development of coordinated mini-
mum prices (Sec. 4-IIb):

“Such coordination, among other factors, but without limitation,
shall take into account the various kinds, qualities, and sizes of coal,
and transportation charges upon coal. All minimum prices pro-
posed for any kind, quality, or size of coal for shipment into any
common consuming market area shall be just and equitable, and
not unduly prejudicial or preferential, as between and among dis-
tricts, shall reflect, as nearly as possible, the relative market values,
at points of delivery in each common consuming market area, of the
various kinds, qualities, and sizes of coal produced in the various
districts, taking into account values as to uses, seasonal demand,
transportation methods and charges and their effect upon a reason-
able opportunity to compete on a fair basis, and the competitive re-
lationships between coal and other forms of fuel and energy; and
shall preserve as nearly as may be existing fair competitive op-
portunities.”

It will be noted that, although much of the foregoing covers the
same ground as the paragraphs which deal with uncoordinated
prices,? certain new and important considerations have been added,

2 “In the event that a district board shall fail, for any reason, to take action
authorized or required by this Act, then the Commission may take such
action in leu of the district board.” o

8 Sec. 4-ITa. See also the discussion in Chapter VII.
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COORDINATED MINIMUM PRICES

namely, “common consuming market areas,” “transportation

charges,” “transportation methods,” and “competitive relationships
between coals and other forms of fuel energy.”

The new prices that were to be established for any district were
to be related to the weighted average cost of the minimum price
area in which it was located. What that relationship was to be is
stated below:

“The minimum prices proposed as a result of such coordination
shall not, as to any district, reduce or increase the return per net
ton upon all the coal produced therein below or above the minimum
return as provided in subsection (a) of this section by an amount
greater than necessary to accomplish such coordination, to the end
that the return per net ton upon the entire tonnage of the minimum
price area shall approximate the weighted average of the total cost
per net ton of the tonnage of such minimum price area.” (Sec. 4-
1Ib.)

Ideally the average of the coordinated prices in a given district
should equal the average of its uncoordinated prices which in turn
should equal the weighted average cost of the minimum price area.
In practice, however, some allowance was necessary for the upward
or downward adjustments necessitated by the coordination process.

The coordinated prices and the data upon which they were based,
as well as rules and regulations pertaining to them, had to be sub-
mitted to the Commission, which was then required to “establish,
and from time to time, upon complaint or upon its own motion, re-
view and revise the effective minimum prices and rules and regula-
tions in accordance with the standards set forth in subsections (a)
and (b) of Part IT of this section [4].”

We see then that the proposed minimum prices had to be co-
ordinated in common consuming market areas and that such co-
ordination had to be upon a fair competitive basis. In carrying out
the coordinating process, account had to be taken, but without
limitation, of the following factors:

—Various kinds, qualities, and sizes of coal,
—Transportation charges,

—Values as to uses,

—Seasonal demand,

—Transportation methods,

¢ This factor was listed in Sec. 4-IIa as one to be considered in establish-
ing uncoordinated minimum prices, but, as pointed out in the preceding
chapter, it was for practical purposes ignored by the boards in the first stage
of the price-fixing procedure.
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COORDINATED MINIMUM PRICES

—Competitive relationships between coals and other
forms of fuel and energy.

The resulting prices were to be minimum f.o.b. mine prices and
were to be obtained by subtracting the applicable freight rates from
the destination prices. These prices had to: be just and equitable,
and not unduly prejudicial or preferential, as between and among
districts; reflect, as nearly as possible, the relative market values,
at points of delivery in each common consuming market area, of
the various kinds, qualities, and sizes of coal produced in the vari-
ous districts; afford a reasonable opportunity to compete on a fair
basis.

Finally, the estimated realization of these prices had to be
checked against the weighted average cost of the minimum price
area in order to be sure that the difference between these two items
was not greater than necessary to accomplish such coordination.

1. WHAT WAS INVOLVED IN COORDINATION

To coordinate the proposed minimum prices submitted by the
district boards, the Commission found it necessary:

To determine common consuming market areas.

To ascertain, first, the tonnage of competing coals entering
each market area for each size, kind and quality, and use class,
and, second, the tonnage carried by various forms of trans-
portation, that is, rail, lake, river, ocean, truck, or by some
combination of these methods.

To select a representative destination (in some instances
destinations) for each market area.

To select base coals, well known in all districts supplying the
market area, preferably coals sold in substantial tonnages.

To ascertain a destination minimum price for the base coal
of the district shipping the largest tonnage to the market area.

To coordinate the various coals at destination prices, taking
into account the factors and criteria set forth in the Act.

To ascertain coordinated minimum prices, f.o.b. mine, by sub-
tracting the applicable freight rates from the destination prices.

To check and adjust where necessary the estimated realization
against the weighted average costs of the minimum price area
involved.

To hold public hearings and to review and revise prices as
required.

The above nine steps are presented only as a synopsis. It
may be useful to elaborate the procedure followed under each of
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COORDINATED MINIMUM PRICES

these steps so that this outline of the coordination process may
become more meaningful.

a. Determining common market areas. The Coal Division defined
a common consuming market area as “a geographical region or
subdivision in which the coal consumed therein is shipped by two
or more producers from the same or different districts on a com-
petitive basis.”™ The principal factor affecting the size, shape, and
location of most market areas is the nature of the freight rate struc-
tures governing the shipment of coal by rail into these market
areas.’ . "

The boards were told that, in establishing common consuming
market areas, they should first “determine the consuming market
areas into which each District ships” and then ascertain, determine,
and identify the “common consuming market areas.” The ultimate
determination of common consuming market areas devolved, like
price coordination, upon the Commission, but for the most part the
areas were substantially those that had been chosen by the rep-
resentatives of the district boards.

The market areas drawn up in 1937 to accompany the first short-
lived price schedules were not based upon detailed figures of coal
distribution. In the spring of 1938, however, very extensive and
detailed data were collected on the distribution of coal for the
calendar year 1937. As such distribution reports became available
they were considered, along with the facts of freight rate zones, in
determining the 177 common market areas® described in the list
of areas published on April 24, 1939.° This information helped
to give the Commission a better understanding of the competitive
patterns of the industry. Just before the coordinated minimum
prices went into effect a revised list of market areas, numbering
186, was published.** The number was subsequently increased to
193 (see Map 1).

5 Report, Proposed Findings of Fact, Conclusions and Recommendations
of Trial Examiners, as revised (General Docket No. 15), Bituminous Coal
Division, April 1940, p. 53.

8 A discussion of the bearing of freight-rate structure upon market area
determination and of other factors affecting the creation of market areas
is given in Chapter V.

" From Orders 253, 259, and 264 published in the Federal Register,
December 14, 1938, p. 2999; January 18, 1938, p. 262; and February 25,
1939, p. 1011.

8 According to the Report . . . of Trial Examiners, p. 54, there were 179
areas, but that figure apparently included two areas, Nos. 51 and 233, which
had been deleted.

9 Federal Register, May 4, 1939, pp. 1831-54.
10 7bid., August 30, 1940, pp. 3445-67.
[
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COORDINATED MINIMUM PRICES.

b. Distribution of coal in 1937. The distribution survey for the
calendar year 1937** was based upon three questionnaires: Form
D-1 for rail- and river-connected mines, Form D-2 for truck mines,
and Form D-3 for coal distributors who could provide data other-
wise unobtainable. Because 96 per cent of the total national tonnage
of bituminous coal moves by rail or river,'* the D-1 questionnaire
was of predominant importance. Each rail or river mine was di-
rected to show on Form D-1 the tonnage of every size of coal
shipped, the points of destination, and the destination railroads.
Each shipment listed was to be marked to show whether the coal
was raw or washed (including air cleaned). The tonnages were
to be identified as to the intended use of the coals (railroad fuel,
by-product plants, bunker or vessel fuel, export overseas, or “all
other uses”). The companies were also asked to report for all ship-
ments, including local sales, the form of transportation employed
in each instance, that is, by tidewater, lake, river, all-rail, or truck.
Finally, the Commission requested precise information on the
screening arrangements at each mine and the tonnage by sizes of
coal that were treated chemically (by calcium chloride, oil, wax,
or other agents).

We have already pointed out that summaries of these data were
used in the determination of common consuming market areas. In
the section below will be seen how these data were of use in other
phases of the price coordination process.

Two sets of data, those on the quality of each coal and those
pertaining to seasonality, were not collected on the distribution
forms. Information about quality of coal was obtained from special
questionnaires filled out for the Commission by the producers. Data
on' seasonality came from the statistical series called “Distribution
of Coal Shipments.”* There were, however, no detailed figures on

11 “The calendar year 1937 was chosen as the period during which the
distribution of coal should be surveyed because it was the latest full year
available (therefore embodying all seasons); was characterized by substan-
tial production and sale; the productlon during 1937 was the largest since
the beginning of the Depression and was almost identical with that during
1936, the base year specified by the Act for use in determining weighted
average costs; the year 1937 was relatively free from labor difficulties and
reflected the steady increase in mechanical cleaning and chemical treatment
of coals, regarding which the latest data were required; finally, the methods
involved in the survey required the reporting producers to consult records
which might be unavailable for any year earlier than 1937.” (Report . . .
of Trial Examiners, pp. 29 and 30.)

12 Ibid., p. 31.

18 This monthly service, begun under the title “Monthly Coal Distribu-
tion Reports” in August 1931 by the Bureau of Mines, contained informa-
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COORDINATED MINIMUM PRICES

the seasonality of shipments, by district of origin, to retail dealers.

c. Representative destinations. It is permissible, for many pur-
poses, to think of coals competing in common consuming market
areas. For price coordination purposes it was necessary to choose
a destination point rather than a destination area. This distinction
was imperative, because delivered prices were to equal the mine
price plus the freight rate, and freight rates are often established
not in terms of market areas but in terms of destinations. There-
fore, it was necessary to coordinate prices at some point of delivery
that would be typical of the market area in which it was located.
This point was called a representative destination.'* At such a
destination, the competitive situation had to be reasonably “typical
of that generally prevailing throughout the area” and had to re-
flect “the competitive conditions which had dictated the creation
of that Market Area.” Moreover, “whenever possible a representa-
tive destination” had to be one “in which there was consumed, in
large tonnages, the widest variety of the kinds, qualities and sizes
of the coals shipped into the Market Area as a whole from the vari-
ous competing districts.”® For example, all the sizes and grades of
coal competing in Market Area 4 were found also in the Area’s
representative destination, Buffalo. In Market Area 2, many of its
classifications of coal were shipped to Philadelphia, its representa-
tive destination. '

d. Base coals. The next step in the coordination process was to
choose, from the coals each district shipped to a given market area,
one or more important base coals which would first be assigned mar-
ket prices. For this purpose, “coal” meant a coal of a specified grade
from a particular seam or locality. In coordinating the minimum
prices for Market Areas 1 and 2, the Coal Division found it desirable
to choose 23 “base coals” produced in the six districts (Nos. 1, 2, 3,
6, 7, and 8) competing in those market areas (see Table 32).

For purposes of describing the coordination process we shall use
the coals of Districts 1, 2, and 3 because they were the most im-

tion sufficiently detailed for determining the seasonality of coal shipments.
These reports were not, however, compiled in terms of Coal Commission
districts and market areas.

1¢ Jt sometimes happened that more than one “representative destination”
was necessary to reflect a complex competitive situation within a market
area. Thus, in Market Area 5 in northwestern Pennsylvania the towns of
Warren and Corry were chosen as the “representative destinations.” (See
Report . . . of Trial Examiners, p. 408.)

16 [bid., p. 78. Italics supplied.
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COORDINATED MINIMUM PRICES

portant in terms of tonnage shipped.’* Of the 14 base coals from
these districts those used most generally for price coordination were:
District 1, the E Coal; District 2, the Youghiogheny-Westmoreland
C Coal; and District 3, the Pittsburgh low-sulphur D coal.

TABLE 32
Number of Base Coals Used in Coordinating Prices in Market Areas 1 and 2

Producing Disirict Base Coals

Eastern Pennsylvania
Western Pennsylvania
Northern West Virginia
Panhandle (West Virginia)
Southern Numbered 1
Southern Numbered 2

00 ~J O Lo DD
2|
W | UL GO

Total

Source: Report, Proposed Findings of Fact, Conclusions and Recom-
mendations of Trial Examiners (General Docket No. 15), Bituminous Coal
Division, as revised, April 1940, pp. 301-2.

e. Principal base coal. Instead of pricing simultaneously all the
base coals from the districts involved in a particular coordination,
the Coal Division began the process by pricing the principal base
coal of the market area—usually the one representing the district
whose shipments to the given market area exceeded those of any
other district. What was needed for coordination was a minimum
price for the principal base coal delivered at the representative desti-
nation of the given market area. To arrive at this price, the Coal
Division first decided upon the f.o.b. mine price of the principal base
coal for shipment to the given market area. In Market Area 2, for
example, the preponderant all-rail tonnage was shipped by District
1, and since this district’s E grade was its most important coal, it
was chosen as the principal or primary base coal for price coordina-
tion in this area.

On the basis of the factors described below, the Coal Division
found that $2.05 per net ton was the proper price, f.0.b. mine, for

18 The tonnages of all-rail coal shipped in 1937 were:

From District To Market Area 1 To Market Area 2
1 589,659 710,190,733
2 70,553 3,209,054
3 125,240 5,067,066
6 0 59,758
7 6,056 293,708
8 4,599 323,094
Total 796,107 19,143,413

Report . . . of Trial Examiners, p. 298, note 84.
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COORDINATED MINIMUM PRICES

the 34” X 0” grade E coal of District 1 for rail shipment into Mar-
ket Area 2, and recommended its establishment.*” By adding to this
price the railroad freight of $2.52 to Philadelphia (the representa-
tive destination of Market Area 2), a delivered price of $4.57 at
Philadelphia was obtained for the specified coal.

The f.0.b. mine price of $2.05 for this coal reflected:

—The comparative distribution by size groups of the base coals
and of competitive coals within and without District 1,
—Competition among such coals,

—Competition between coal and other forms of fuel and energy,
—The requirement that due consideration be accorded the in-
terests of the consuming public,

—The necessity of achieving the realization approximating as
nearly as possible the weighted average cost per net ton for
Minimum Price Area 1,

~—And other considerations.*®

f. Procedure used to coordinate prices of competing base coals..
The Coal Division had at this stage to determine how the prices
of the competing base coals were to be related to the price set for
the principal base coal. This step, the heart of the coordination
process, will be explained in terms of the illustrative materials
given above.

The Coal Division decided that the C coal of Youghiogheny-
Westmoreland in any given size was equal in value to the Pitts-
burgh low-sulphur D coal of the same size.** Thus, these coals of
Districts 2 and 3 were given equal prices in Market Area 2.

How were these two coals to be related to the principal base coal,
grade E, of District 1? They were related in different ways accord-
ing to sizes. The coordinated prices (at destination) for three sizes
of coal were as follows:

Prices Delivered All-Rail at Philadelphia
(dollars per net ton)

District 2 District 3

District 1 Yough.-West.  Pitts.Low-

Coal Size E C Sulphur D
34" X 0” slack 4.57 4.52 4.52
Run-of-mine 4.77 4.77 4.77
4" lump 5.02 5.07 5.07

17 Ibid., p. 304.

18 Loc.cit. The Trial Examiners listed the same factors in their explana-
tion of how the prices of the principal or primary base coal were determined
in other districts and market areas.

19 Ibid., p. 307. Of the two coals, the former was superior in having a
higher ash-softening temperature and a lower volatile content. It was in-
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How the destination price of $4.57 was assigned to District 1’s E
coal of 34” X 0” was discussed above. After careful consideration
of all the competitive relationships of these three sizes of coal, the
Coal Division priced the District 1 run-of-mine size $.20 above
the 34” X 0" slack and priced the 4” lump $.25 above the run-of-
mine.?® Applying these differentials to the $4.57 price gave $4.77
and $5.02.

On the first line of this insert table it is seen that the base coal of
District 1 was priced $.05 above its competitors. The Coal Divi-
sion established this relationship because the Btu content of the
former was greater than that of the other coals and because the
E coal had generally commanded a higher price than the others
in this market area.?

In the case of run-of-mine coal, however, the superiority of the
E coal of District 1 was no longer in evidence. The quality of this
coal decreased as size increased, whereas that of its two competi-
tors did not. Therefore, the Coal Division proposed that all three
coals in the run-of-mine size should sell at equal prices.*

Turning now to the 4” lump, we find that the E coal of District 1
was priced $.05 below its two competitors. This differential
was granted to District 1 because its E coal in this size was “ana-
lytically, structurally, and in burning characteristics” inferior to
those of the base coals of the other two districts.?

The matters considered in connection with these three coals did
not, of course, exhaust the possibilities. Other basic factors taken
into account in developing the delivered price relationships were
said to be:

Proximate analyses.

Physical characteristics (size consist, preparation, friability,
uniformity, color, general appearance, dustiness or dirtiness,
capacity for stoking, and tendency to absorb moisture).

Burning characteristics (caking and coking tendencies, clinker-
forming tendency, ability to burn freely).

Adaptability to different uses and different types of burning
equipment.

Market histories.

Transportation methods and rates.*

ferior in having a lower Btu content These advantages and disadvantages
appeared to cancel out.
20 Ibid., p. 132. 21 Jbid., pp. 309-10.
22 Ibid., pp. 311-12. 2 Ibid., p. 312.
2¢ [bid., pp. 81-82. The meaning of “size consnst” is discussed in' Chapter
VII, note 29
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It should be understood that the remaining base coals not discussed
above were coordinated in a manner similar to that indicated for
the three coals selected for illustrative purposes.

g. Prices f.0.b. mine. After the delivered prices of the base coals
of any given market area had been coordinated at the representative
destination, the computation of the corresponding mine prices be-
came a relatively simple matter, viz., to deduct from the delivered
price at the representative destination the per ton freight rate pre-
vailing for coal shipped from the mine to that destination. The
following insert illustrates the method:

Producing Delivered  Freight Rate F.0.B.
District and - Base Coal Price from Mine Mine
(34" X 0" slack) Phila. to Phila. Price
(dollars per net ton)
District 1 — E 4.57 2.52 2.05
District 2 — Yough.-West. C 4.52 2.74 1.78
District 3 — Pitts. low-sulphur D 4.52 2.74 1.78

Having established the f.o.b. mine prices of all the base coals,
the Coal Division.was able to apply the differentials in cents per
ton which had been previously determined for the different sizes
and qualities. In this way a schedule of mine prices for all coals
shipped from a particular district to a particular market area was
obtained. In most instances, the price differentials arrived at during
the establishment of uncoordinated mine prices were applicable.
When adjustments were necessary, however, they were made by
the Coal Division.

The reader may be interested in seeing a partial tabulation of
the coordinated minimum prices that were established in Western
Pennsylvania for a single mine if it shipped (which it probably did
not) all the designated sizes to the specified market areas. The
data in Table 33 are for the “Ocean Mine,” one of 271 mines in
District 2 for which all-rail minimum prices were established by
the Coal Division. Few of these mines received identical minimum
price schedules. This table does not apply to shipments from the
“Ocean Mine” for movement to Lake Ontario ports, nor (1) to coal
intended for bunker fuel at tidewater or at ports on Lake Erie or
Lake Ontario, (2) to coal sold for use by railroads, or (3) to coal
shipped by river, or shipped on an “ex-river” basis. All these ship-
ments and uses were provided for in other tables. Moreover, when
any coal extracted from the “Ocean Mine” was to be shipped by
truck to its destination, it had to be sold at not less than the mini-
mum prices published in a special table for truck-hauled coal.
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COORDINATED MINIMUM PRICES

h. Realization and weighted average costs. The process of check-
ing, and where necessary of adjusting, the estimated sales realiza-
tion against the weighted average costs was accomplished by (1)
setting in adjoining columns (a) all shipments of coal from the
district as recorded in the Distribution Survey for 1937 and (b)
the proposed coordinated minimum prices, f.o.b. mine, as worked
out above; (2) multiplying the recorded tonnages by the coordi-
pated minimum prices, and (3) dividing the sum of the products
thus obtained by the total tonnage shipped by the district. The
resulting quotient was the “estimated realization” of the district,
and this figure was compared with the “weighted average cost”
of the minimum price area within which the district was located.
It will be recalled that the “estimated realization” was to be no
farther from the “weighted average cost” than the necessities of
coordination required.

i. Hearings, review, and revision of coordinated prices. It must
not be imagined that the coordinated prices as first written were
satisfactory to everyone or that they were immediately put into
effect. On the contrary, they were debated and discussed at the
hearings held between May 1939 and January 1940.%° The record
of these hearings occupied a row of filing cabinets (26,000 pages
of testimony and argument, 2,000 exhibits, 700 written protests,
and 112 briefs). It was summarized in a work of some 2,800
pages, signed by Trial Examiners Thurlow G. Lewis, Charles O.
Fowler, and Samuel H. Jaffee, and entitled Report, Proposed Find-
ings of Fact, Conclusions and Recommendations of Trial Exam-
iners. It was issued in April 1940.

Some persons objected to the contents of that report. How-
ard A. Gray, then the Director of the Coal Division, listened to
the oral arguments of nearly 300 persons during the period May
27 to June 6, 1940. A shorter report was issued in August 1940
under the title: Findings of Fact, Conclusions of Law, and Order
of the Director of the Bituminous Coal Division Establishing Ef-
fective Minimum Prices and Marketing Rules and Regulations un-
der the Bituminous Coal Act of 1937. This work reproduced some
of the material of the earlier report and described the price changes
which had been made in the light of the protests received by the
Director. '

The matter then passed to the Secretary of the Interior, who
heard protests of about 100 persons during the last three weeks of

25 Additional oral arguments were heard by the Trial Examiners on Febru-
ary 14, 15, and 16, 1940.
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August 1940. The Secretary on September 24, 1940 issued his
résumé of the foregoing proceedings under the title: Order of the
Secretary of the Interior with respect to Minimum Prices and Mar-
keting Rules and Regulations under the Bituminous Coal Act of
1937. It provided that the coordinated minimum prices, as ap-
proved by the Trial Examiners, the Director, and the Secretary,
should become effective on October 1, 1940.

B. Coordination Process in Ohio

Because the Act applied to more than 12,000 producers who
mined coal in 22 districts and 30-odd states, and necessitated the
establishment of some 300,000 minimum prices, it would be un-
wise to attempt to discuss the application of the technique of co-
ordination to all districts and market areas. For our purpose it is
sufficient to show how the prices of the coals of a single district
were coordinated with those of competing coals in the consuming
markets served by the district, and then to consider other aspects
of the problem not found in the district that was selected for il-
lustrative purposes.

1. OHIO SELECTED TO ILLUSTRATE COORDINATING PROCESS

District 4, which embraced all coal-producing counties in Ohio,
was chosen as the district to be used for the purpose of illustrating
the coordinating process. The choice of Ohio was influenced by
the following considerations:

—Ohio is situated in the heart of the bituminous coal industry.
Coal from the East and South moves into Ohio and the market
areas served by its mines. Among its competitors are the high-
volatile producers of Districts 2, 3, 6, and 8, and, less directly,
the low-volatile producers of Districts 1 and 7.

—Okhio is neither the largest nor the smallest district. It ranked
sixth in production in 1937 and reported an output of 25 million
tons of coal.

—Ohio had neither the highest nor the lowest production and
distribution costs. In the 22 districts, total costs in 1936-37
ranged from $1.49 to $3.65 and averaged $2.09 for the country
as a whole. Ohio’s costs averaged $1.94.

—The distribution pattern of Ohid's coal followed that of the
nation’s in important respects. Coal shipped by rail ranked first
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in volume, that sold as “railroad fuel” ranked second, and “truck
shipments and local sales” ranked third.?

—Okhio coal in any one subdistrict tends to be fairly uniform in
quality. This characteristic of Ohio’s coal greatly simplifies the
presentation of the coordinating process.

2. OHIO PRODUCING FIELDS, FREIGHT-ORIGIN DISTRICTS,
MARKET AREAS, AND COAL SHIPMENTS

The task of presenting the procedure followed in coordinating
Ohio’s coal prices with those of competing districts is much sim-
plified if the reader possesses a knowledge of Ohio’s producing and
freight-origin districts, the market areas served by Ohio mines, and
the distribution pattern of its coals. A consideration of these aspects
will therefore precede the discussion of the coordinating process.

a. Producing fields. The coal seams of Ohio are situated in the
eastern and southeastern parts of the state, as a direct continuation
of the Pennsylvania high-volatile coal fields. In 1940, when prices
were coordinated, coal was mined in 26 counties, four of which—
Belmont, Jefferson, Harrison, and Athens—produced about 70 per
cent of the total output.?” As Map 3 shows, the mines were grouped
into eight subdistricts, all but one of which touched the Ohio River
at some point. Table 34 gives a description of these subdistricts,
which were defined by well-recognized lines. Important boundaries
were the Ohio state lines, the Ohio River, and the western border
of Pennsylvania. Other boundaries were drawn to correspond to
- county and township lines and in one case to a railroad line.

Measured in terms of output, the eastern subdistrict was by far
the largest and the middle subdistrict was the second largest.

Various considerations were taken into account in the creation of
these subdistricts. Of especial significance were broad quality dif-
ferences in the coals produced as well as differences in the freight
rates to important common markets. Another consideration was the
identification by the industry or coal trade of certain mines with a
common geographical designation growing out of the fact that these
mines were in the same seam, were situated in a particular valley,
or located on the same railroad line.

26 From a comparison of coal distribution tables for Districts 1-5 and
7-15 for the year 1937. The tables were issued November 11, 1939, by
the Research and Statistics Section’ of the Bituminous Coal Division. A dis-
cussion of coal production, distribution, and consumption in Ohio may be
found in a report of the Commission that was published in the Federal Reg-
ister, November 18, 1937, pp. 2490-95.

27 Minerals Yearbook, 1941, U.S. Bureau of Mines, p. 890.
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b. Freight-origin districts. When the coordination of the prices
for all-rail shipments of Ohio coals was under consideration, it be-
came necessary to introduce further refinements into the subdivi-
sional scheme, so that the classification of mines would conform

MAP 3
Producing Subdistricts of Ohio, 1940
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Source: Table 34.

West Virginia

more closely to freight rate necessities. Accordingly, the mines in
the eight subdistricts were regrouped into nine freight-origin dis-

tricts.
This was done by listing the mines included in each district

instead of by defining the geographical area in which the mines
were located. The description of the nine freight-origin districts in
terms of the subdistricts in which the mines were located is given
in Table 35 and Table 36.
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In order to explain more fully the reasoning which led to the
regrouping of Ohio coal mines, two instances of reclassification
are reviewed. One of these mines, Bailey’s Mills, No. 96 was lo-
cated in Subdistrict 1. Its price characteristics, however, were

TABLE 34
Producing Subdistricts of Ohio, 1940
Producing
Subdistrict County or Counties Included

1 Eastern Ohio

2 Cambridge

3 Bergholz

4 Middle

5 Hocking

6 Crooksville

7 Jackson

8 Pomeroy

Belmont, Harrison (except Apex mine and Monroe,
Franklin, Washington, and Freeport Townships), Jef-
ferson (except Brush Creek, Saline, Ross, Knox, and
Springfield Townships)

Guernsey (except Wheeling, Monroe, Washington,
Knox, Liberty, Jefferson, Adams, and Westland Town-
ships), Noble and Washington

Northern part of Jefferson County (Brush Creek, Sa-
line, Ross, Knox, and Springfield Townships), and
Apex mine in Harrison

Carroll, Columbiana, Coshocton, Holmes, Mahoning,
Medina, Stark, Summit, Tuscarawas, Portage, Wayne,
Trumbull; Monroe, Franklin, Washington, and Free-
port Townships in Harrison, and Wheeling, Monroe,
Washington, Liberty, and Jefferson Townships in
Guernsey

Athens, Hocking, Perry (that part south of McCune-
ville and Rendville), and Vinton (that part of Brown

Township on and north of the line of Baltimore and
Ohio Railroad)

Muskingum, Morgan, Perry (that part north of Mc-
Cuneville and Rendville), and Guernsey (Knox, Adams,
and Westland Townships)

Jackson, Lawrence, Scioto, Vinton (except that part of
Brown Township on and north of the Baltimore and
Ohio Railroad), and Gallia (Huntington Township
only)

Meigs and Gallia (except Huntington Township)

Source: Federal Register, August 24, 1940, p. 3061.

more nearly like the mines of the Cambridge Subdistrict 2 than
like those of Subdistrict 1. The following insert lists the prices of
coals to common market areas from mine No. 96, the remaining
mines of Subdistrict 1, and those of Subdistrict 2. It also shows
the freight rate to Market Area 11. To all market areas except 11
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TABLE 35
Mines in Freight-Origin Districts of Ohio, 1940

Freight-Origin

District Contents
Ohio No. 8  All mines of Subdistrict 1 except Mine 96 at Bailey’s Mills.
Cambridge  All mines of Subdistrict 2 plus Mine 96 at Bailey’s Mills.
Ohio-Middle Mine 7 at Apex in Subdistrict 3. '

Middle All mines of Subdistrict 3 except Mine 7 at Apex.
All mines of Subdistrict 4 except Mines 3, 53, 77, 159, and
166. '

Leetonia Mines 3, 53, 77, 159, and 166 in Subdistrict 4.

Hocking All mines of Subdistrict 5 except Mines 39 and 136 at Mineral.
Jackson All mines of Subdistrict 7 plus Mines 39 and 136 at Mineral.
Crooksville  All mines of Subdistrict 6.

Pomeroy All mines of Subdistrict 8.

Source: Federal Register, August 24, 1940, pp. 3062-65.

TABLE 36

Distribution of Mines in Freight-Origin Districts
and Producing Subdistricts of Ohio, 1940

Number Producing
Freight-Origin District of Mines _ Subdistrict
Ohio No. 8 46 .
Cambridge 1 } Eastern Ohio (1)
on ad 5 Cambridge (2)
io-Middle 1
Middle { 6 Bergholz (3)
16 .
Leetonia 5 Middle (4)
Hocking 23 -
Jackson 2 Hocking (5)
9 Jackson (7)
Crooksville 19 Crooksville (6)
Pomeroy 10 Pomeroy (8)
143 '

Source: Federal Register, August 24, 1940, pp. 3062-65.

there is no difference between the prices of Ohio No. 8 (Subdistrict
1) and those of Cambridge, a fact which is also true of the freight
rates of these areas. There is a difference, however, with respect to
Market Area 11. In that area, mine No. 96 carries the same price
and-the same freight rate as two mines in the Cambridge subdis-
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Minimum Prices for O Grade Coal, Size Group 2,
Shipped All-Rail from Ohio to Various Market Areas

(dollars per net ton, f.0.b. mine)

Freight to
4 7-9 Youngstown
Origin and 5 and 18 10 12 14-21 11 (Market 11)
Ohio No. 8 2,15 2.30 199 220 245 2.20 1.44

Mine No. 96 2.15 2.30 1.99 220 245 2.03 1.61
Cambridge® 2.15 2.30 1.99 220 245 2.03 1.61
b 2.15 2.30 1.99 220 245 2.10 1.54

2 Mines 87 and 121.
b Mines 11 and 169.

trict, and so the Coal Division assigned mine No. 96 to the freight

origin district in which these Cambridge mines were classified.

Parenthetically, it may be pointed out that two of the mines in Cam-

bridge shipping to Market Area 11 had a freight rate ($1.54)

unlike that of any other mine in Ohio. These two mines might

have been given a separate freight origin district, but they were

retained in the Cambridge District and assigned a special price for .
this market area.

Five mines in Subdistrict 4 (producing field) were placed in a
separate freight-origin district, called Leetonia, because they car-
ried a $.94 freight rate to this area while the typical mines in the
Middle Freight-Origin District had a transportation charge of
$1.44. The following insert shows the prices which were assigned
to the size 2 coal in quality grade Q for the great majority of mines
in the Middle District and the five mines in Leetonia. It also gives
the freight rates from both freight-origin districts to Market Area

Minimum Prices for Q Grade Coal, Size Group 2,
Shipped All-Rail from Ohio to Various Market Areas

(dollars per net ton, f.0.b. mine)

15 Freight to

4 7-9, 14, 16, 20 Youngstown

Origin and 5 and 13 10 12 17-19 and 21 11 (Market 11)
Middler 2.05 2.45 1.89 2.20 2.35 2.45 2.10 1.44
Leetonia 2.05 2.45 1.89 2.20 2.35 2.45 2.60 94

2 Except a few mines whose freight to Youngstown was 1.61. Their price to Mar-
ket Area 11 was 1.93.

11. It will be noted that the only variation in prices is in Market
Area 11 where a 50-cent differential seems to be accounted for by
a similar spread in freight rates.

The above illustrations are not based on statements made by the
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Coal Division, but are the result of a study of the price schedules
and the tables on freight rates. While other factors may have been
taken into account, it is undoubtedly true that the primary con-
sideration was the freight-rate structure.

c. Market areas. Since the Act required prices to be coordinated
in common consuming market areas, the reader should have a gen-
eral knowledge of the market areas in which Ohio producers com-
pete with each other or with the operators of other districts. “Com-
mon consuming market areas,” shortened by usage to “market
areas,” were determined by representatives of district boards work-
ing in collaboration with the Commission’s experts. In a great num-
ber of cases the areas agreed upon were patterned after those de-
veloped under the NRA Coal Code.?®

Each market area presented a unique situation with respect to
coordination and thus required individual investigation and con-
sideration. Several factors, however, were common to many market
areas even though the relative weights assigned to them in de-
termining the market areas differed from one area to another. These
included:

—The freight rates from the producing field to the area.

—The _tonnages entering a market area: their magnitudes and
sources.

—The competitive relationships between rail coals, lake coals,
river coals, and truck coals.

—The competition of coal with other fuel and energy.
—Miscellaneous factors, such as state boundary lines.?

The first two factors overshadowed the others in the determination
of market areas.

Ohio producers served 19 of the 192 market areas into which
bituminous coal was shipped. These 19 areas are grouped for con-
venience into seven categories:

Ohio—Market Areas 11 (part), 12, 13, 14, 15, 16, 17, 18,
and 19. ’ ,

Southern peninsula of Michigan—Market Areas 20 and 21.

Parts of Canada and New York State—Market Area 4.

Parts of Pennsylvania—Market Areas 5, 7, 10, and 11 (part).

28 The Commission adopted most of the market areas proposed by the
district boards’ representatives. For a detailed description of the Commis-
sion’s original list of areas, see the Federal Register of May 4, 1939, pp.
1831-54. The revised list was published in the issue of August 30, 1940,
pPp- 3445-67.

29 Report . . . of Trial Examiners, pp. 53-68.
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Parts of West Virginia—Market Areas 8 and 9.

Lake cargo-receiving ports on Lake Ontario and the St. Law-
rence River—Market Area 98.

Lake cargo-receiving ports on Lake Erie and west—Market

Area 99.

Map 4, which has been traced from one prepared by the Coal
Division, identifies the 19 market areas into which coal produced
in Ohio mines was customarily shipped. Two of these areas were re-

Main

MAP 4
Market Areas for Ohio Coals, 1940
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Source: Bituminous Coal Division.

stricted to lake-cargo coals. Area 98 comprised the receiving ports
on Lake Ontario and the St. Lawrence River, that is, all lake
points east of the Port Maitland Line—an imaginary line drawn
west of Port Maitland, Ontario, on the north shore of Lake Erie
to that point on the south shore of Lake Erie where the New York
and Pennsylvania state lines meet. Area 99 served all lake points
west of this line. The remaining 17 areas into which all-rail coal
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moved are classified into broad categories in Table 37 which also
gives the proportion of Ohio’s all-rail tonnage supplied to each
group of areas in 1937. -

An examination of the factors considered in the determination
of each of the market areas into which Ohio all-rail coal moved

TABLE 37

Groups of Market Areas and Percentage of Ohio All-Rail Coal
Supplied to Each, 1937 '

Percentage
Group Market Area Supplied
Eastern Ohio 11, 12, 13, and 14 62.1
Northwestern Ohio and Michigan2 15,18, 20, and 21 23.4
Central and southwestern Ohio 16, 17, and 19 12.8
Areas east and northeast of OhioP 4,5,7,8,9,and 10 1.7
Total 100.0

2 Includes miscellaneous all-rail shipments to “all other market areas.”
b No Ohio all-rail coal was shipped to Market Area 8 in 1937.

Source: Computed from Report . . . of Trial Examiners, pp. 379-601,
passim.

discloses that freight rates were of primary importance in most
areas. The quantities and sources of the coals entering each market
area also were pertinent factors, since they indicated the important
competing coals. Competition between rail coal, truck coal, river
coal, and lake coal exerted an influence in the determination of
certain market areas. In some instances state lines played a part
in the selection of the boundary of a given market area. Competi-
tion between coal and other fuel or sources of energy, however,
had little if any influence in the determination of Ohio market areas
—a fact true of most of the other market areas.?

d. Distribution pattern of Ohio coal. Table 38 shows the per-
centage of coal shipped by each of the various types of transpor-
tation and the percentage sold as railroad fuel.

In coordinating coal prices, the price-fixing agency found it ad-
visable to develop a series of price schedules—one for each type of
shipment. In Ohio, it established one schedule for all-rail coal, a
second for railroad fuel, a third for lake shipments, a fourth for
river shipments, and a fifth for truck shipments. Each of these
schedules contained not one price for a given size and grade as