








phased out inefficient linerboard opera­
tions and switched to more profitable
bleached paper products. The program
also included the reconfiguration of the
Mobile, Alabama, mill from newsprint
and kraft grades to white papers. These
mill reconfigurations enhanced produc­
tion efficiency and contributed to a 5
percent cost decrease in per-ton produc­
tion of white papers from 1982-1988. Fi­
nancial resources for the corporate capi­
tal program were raised through the sale
of Canadian International Paper, Gen­
eral Crude Oil Company and other sub­
sidiaries, stock offerings and loans. In
addition to reconfiguring existing facili­
ties through the corporate capital pro­
gram, International Paper built a highly
efficient containerboard mill in
Mansfield, Louisiana, which helped the
company reduce containerboard pro­
dunion costs by 18 percent in a six-year
period.

The decade from the mid-1980s to

the mid-1990s marked a period of un­
precedemed expansion when sales more
than quadrupled, reaching $20 billion in
1996. This trend reflected the growth of
high-value product lines, enhanced by
the acquisition of the Hammermill Pa­
per Company in 1986. This $1.1 billion
transaction was engineered by John
Georges, chairman from 1985 to 1996. In
addition to a rich tradition in fine paper
production and nine mills, Hammermill
brought invaluable marketing experi­
ence into the partnership. Recognized as
the "best-known name in paper,"
Hammermill had developed a distribu­
tion network and a reputation for quality
that were unrivaled in the American
pulp and paper industry. As a result of
the merger, IP learned valuable market­
ing lessons and Hammermill improved
the profitably of its manufacturing op­
erations. Hammermill's extensive distri­
bution network later became the foun­
dation for ResourceNet International. a
large-scale marketing organization that
sold a wide variety of products made by
IP and other leading companies. Operat­
ing in 250 locations at the time, the dis­
tribution operation sold graphic arts
supplies and equipment, printing paper,
industrial packaging, janitorial and
maintenance supplies, retail packaging
and related products. ResourceNet Imer­
national was renamed xpedx in 1998.

One year after the Hammermill ac­
quisition, a labor conOict emerged at [n­
ternational Paper. In an effort to control
production costs, the company had ne­
gotiated a number of agreements with
the United Paperworkers International
Union and others to eliminate premium
pay for work performed on Sundays and
holidays. However, strikes took place at

Hugh Chisholm (1847-19121,

one of International Paper's
founders, served as the company's
president from 1898 to 1907.

Born in Canada. Chisholm began
his career as a newsboy on trains
running between Toronto and Detroit.
Possessing considerable business
acumen, he soon controlled news­
paper distribution on major U.S. and
Canadian railroads and steamboats.
In 1865, he sold the business to his
brothers, emigrated to the United
States and became an American
citizen.

As a newspaper dealer and owner
of a publishing house in Portland,
Maine, Chisholm became interested
in the paper business. After an ex­
haustive study of industry condi­
tions, he acquired a small mill in
Livermore, Maine, and organized the
Umbagog Pulp Company in 1881. By
1885, Umbagog operated two paper
machines. Two years later, Chisholm
organized the Otis Falls Paper Com­
pany, which was followed by another
venture that led to the formation of
an extensive paper mill and power
complex at Rumford. Maine in 1891.

Believing that a large-scale merg­
er of American paper companies
would stabilize the industry, Chis­
holm joined William Russel, A.N.
Burbank and other industry leaders
to form International Paper. At the
company's first board meeting,
William Russel was elected presi­
dent but he died in less than six
months. Hugh Chisholm, who had
been elected first vice-president,
then became president of the new
enterprise, which was the world's
largest paper company.

three mills and there was a lockout at a
fourth. The strikes and lockout ended in
the fall of 1988. In 1993. the company
and the union signed a "peace accord"
and agreed to return a positive relation­
ship.

[n the late 1980s, International Paper
devised a viable solution to its diversifica­
tion problem. [n the pulp and paper in·

Widely considered the most
powerful man of the time in the
American pulp and paper industry,
Chisholm helped IP gain control of
60 percent of the American news­
print market. His skillful financial
management enabled the company
to post significant profits through­
out the early years. Chisholm's
success raised the ire of newspaper
owners who argued that the "paper
trust" charged exorbitant prices for
newsprint. Chisholm denied these
accusations at several highly pub­
licized Congressional hearings.
During his tenure at the helm of the
company, Chisholm initiated IP's
first forest management programs.
In 1901, he issued instructions
forbidding the harvest of immature
trees. He also forged a close re­
lationship with Yale University's
forestry program, whose faculty
and students helped IP select trees
for cutting.

In 1907, Chisholm resigned as
IP president so that he could devote
his eHorts to developing the Oxford
Paper Company at Rumford Falls,
Maine. He was succeeded by A.N.
Burbank.
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dustry, whose core business was highly
cyclical, a secure foothold in less-volatile
markels was necessary to maintain a
healthy balance sheet when earnings
from paper producls declined. IP had
learned painful lessons during the late
19605, when il made acquisitions that did
nOI fit into the overall organization. De­
termined to avoid this mistake, IP
strengthened its position in markets for
specialty products that were related ro its
core business but less cyclical in earnings
that the pulp and paptcr market.

In 1988, for example, the company
acquired the Masonite Corporation,
modernized its manufacturing facility in
Laurel, Mississippi, and later built an ad·
ditional plant in Ireland. These invest·
ments fulfilled their purpose. In 1996.
when the printing papers business stag·
nated, earnings in IP's specialty panels
business grew at double·digit rates. IP
derived similar benefitS from other spe·
cialty businesses. including chemicals
and petroleum. nonwoven fabrics and
silicone-coated products.

The late 1980s and early 1990s
marked a period of international e~an­
sion. Prior to this era. the compan)' had
exported a significant share of its prod·
ucts to overseas markets but most of its
manufacturing operations were located
in the United States. the world's largest
paper markel. During the 1980s. how­
ever, overseas demand for paper rose
sharply with the introduction of office
copiers, computer primers and fax ma­
chines. In Europe, paper consumption
per person rose at an annual rate of 3
percent, compared to 1 percent in the
United States. In 1989,Imcrnalional Pa­
per acquired two European companies:
Zanders Feinpapiere AG. Germany's
leading producer of coated papers that
had been founded in 1829; and Aussedat
Rey. a diversified French manufacturer
of office copying paper. specialty panels
and related products whose origins date
back to the 18th century. In 1992. IP ex­
panded its European presence with the
acquisition of Kwidzyn. Poland's most
modem paper mill. which subsequently
was expanded and upgraded.

During the early 1990s, IP also ~oaincd

a major presence in the Pacific Rim.
where it established over time a majority
shareholder stams in Caner Holt Harvey
of ew Zealand. Founded in the 19th
cemury, Carter Holt Harvey became a
leading manufacturer of pulp, paper. tis­
sue, containerboard and wood products
operating primarily in ew Zealand and
Australia. It also acquired a presence in a
Chilean energy and forestry company.
COPEe. Carter Hoh Harvey's di\'ersi­
fied holdings centered around a core
business in wood products fit well with
IP's o\'erall organization and corporate
philosophy. IP acquired majority share·
holder status in Carter Holt HaT\~Y in
1995.

The most recent chapter in the his­
tory of International Paper. which began
with John Dillon's election as chairman
and CEO in 1996, was still unfolding
when the company approached its cen·
tennial. One of the leaders of IP's corpo­
rate strategy development during the
1980s and early 1990s, Dillon's philoso­
phy emphasizes customer focus. low­
cost production, technological innova­
tion, workforce diversity, and employee
involvement in running the business.

At the beginning of Dillon's tenure as
chairman. IP extended its long tradition
of community im'olvement by provid­
ing building malerials for the reconstruc·
tion of churches that had been destroyed
by a series of arson anacks. MoreO\'Cr, IP
was a major sponsor of the 1996 Olym·
pic Games in Atlanta, Georgia.

One of Dillon's first business objec·
tives was the successful integration of
Federal Paper Board into the Interna­
tional Paper family. Fedcral merged with
IP in March 1996 in a £3.5 billion transac­
tion that included mills in: Augusta,
Georgia; Riegelwood, North Carolina:
Versailles, Connecticut; the Tait mill in
Inverurie, Scotland, as well as extensive
packaging and wood products opera­
tions. The merger has exceeded its fman­
cial expeCtations.

Also in 1996. International Paper
opened the new Cincinnati Technology
Center, a major facility that includes,

among many operations, pilot project
plants for dcvelopment work in priming,
packaging and extrusion coating. The
Cincinnati Technology Center continues
some of the function of the Erling Ris
Research laboratOry which was phased
OUt.

Under Dillon's direction. the com­
pan)' undertook a thorough evaluarion
of its business leading to decisions that
would guide the allocation of capital and
set new requirements for acceptable lev­
els of profitability. As a resull of this
analysis, the company announced, in
mid·I997. a performance improvement
plan that would include the sale of SI
billion in assets.

THE IP WAY

As in the past, International Paper is
commined to continuous improvement
in everything it docs and the key is the
people who make up the company. In
1898, a typical paper mill was run by
skilled workers who knew more about
pulp production, paper machines and
product quality than anyone else in the
organization. One hundred years later.
International Paper is committed to be­
coming a High Performance Organiza­
tion. a company with a greater degree of
teamwork and greater decision·making
power delegated throughout the organi­
zation in order to bener satisfy custom­
ers and beat the competition.

Employees sharing their ideas and
experiences to improve the business is
part of what has come to be called "the
IP Way." More formally. "the IP Way"
includes a commitment to be a global
leader and earn an excellent return. It
includes being the company of choice
llOl only for customers but employees.
shareholders and suppliers.

In 1998, as International Paper enters
the new millennium. its success in fulfill·
ing its vision will depend on the ability
to conlinue its legacy as a company of
employees who think and act with ere·
ativity. energy and. most of all. the drive
to succeed. 0
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