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FOR IMMEDIATE RELEASE JUNE 10, 1975 

The White House today announced the designation o 
as Deputy Director for Domestic Economic Policy, Economic Polic 
Board. Mr. Gorog, formerly chairman and chief exe e o ficer 
of Mead Technology Laboratories, Dayton, Ohio, a subsidiary of the 
Mead Corporation, will serve as a deputy to L. William Seidman, 
Assistant to the President for Economic Affairs. 

Mr. Gorog was one of the founders of Mead Technology Laboratories 
in 1956. The company, originally known as Data Corporation, merged 
with Mead Corporation in 1968. He contributed to the development and 
introduction of the computerized legal research system known as 
LEXIS, which is now in use by law firms and courts throughout the 
country. 

A 1949 gradu.ate of the United States Military Academy at West Point, 
New York, Mr. Gorog holds an M.S. degree in Industrial Engineering 
from Ohio State University. After a five-year tour of duty in the Air 
Force during which he served at Wright Air Development Center in 
Dayton, Ohio, in Korea, and with Allied Air Forces Central Europe 
in France, he began his business career as assistant director of the 
camera division of the Bulova Watch Company in New York, New 
York. 

Mr. Gorog was born on September 2, 1925, in Warren, Ohio, and is 
married to the former Gretchen Elizabeth Meister. The couple, who 
currently reside in Dayton, has six children. 

# ' 
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THE WHITE HOUSE 

WASHINGTON 

August 1, 1975 

MEMORANDUM FOR JAMES M. CANNON 

FROM: L. WILLIAM SEIDMAN 

SUBJECT: DOMESTIC COUNCIL 

We have compared your list of Domestic Council 
activities with our list of Economic Policy Board 
activities and find that we are jointly con­
sidering some aspects of the following issues: 

1. Aviation legislation 
2. No-Fault Auto insurance 
3. Regulatory Reform 
4. Housing Act of 1975 
5. Auto Emissions 
6. New York City financial problems (not on your list) 
7. Inflation Impact Statements (not on your list) 

Let's discuss. 
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THE WHITE HOUSE 

WASHINGTON 

July 25, 1975 

MEMORANDUM FOR JAMES M. CANNON 

FROM: L. WILLIAM SEIDMAN~ 

Pursuant to our earlier conversation, 
I am attaching a list of subjects 
which have been considered by the 
Economic Policy Board since March 
1975. 

Attachment 



July 1975 

SUBJECTS CONSIDERED BY THE ECD NOMIC POLICY BOARD 

Eurodollars 

Federal Insurance for Municipal Bonds 

Northeast Rail Restructuring 

Pan Am 

Tax Reform 

Capital Formation 

New York City Financial Situation 

Countercyclical Assistance Act of 1975 

US/USSR Maritime Agreement 

MVS 121 

Reform of Robinson-Patman Act 

Food Deputies 

Commodity Agreements 

Benefit Adequacy Requirements 

Activities of Council on Wage and Price Stability 

National Commission on Unemployment Insurance 

Permanent Unemployment Insurance Changes 

Taxation of International Investment 

Administration Position on Utility Rate Increases 

National Economic Planning 

Economic Effects of Potential OPEC Oil Price Increase 

Foreign Bank Act of 1975 



Regulatory Reform 

National Commission on Productivity 

Interagency Fertilizer Task Force 

Labor Management Advisory Committee 

National Commission on Supplies and Shortages 

Task Force on Antitrust Immunities 

Sunshine Law 

SEC and Bank Disclosures 

Grain Reserves 

Economic Aspects of Energy Policy 

Capital Market Working Group 

Gold 

Minimum Protected Price Mechanism 

Law of the Sea 

Export Promotion 

Rail Legislation Initiative 

MTN 

Financial Support Fund 



MAJOR ISSUES/ECONOMIC-ENERGY 

1. Cut government regulation of economic sector. 

2. The economy--no new spending programs, balanced 

recovery to improve unemployment and cap inflation. 

3. Unemployment--economic recovery is solution. 

4. Energy--conservation and exploration for new 

supplies. 

5. Housing. 

6. Farm policy--encourage market system. 

7. Balance environmental and economic needs. 

8. International economics--monetary reform; foreign 

investment; continue raw materials; supplies; food. 

9. Deficit (size). 

10. Tax reform. 

11. Capital formation. 



THE WHITE HOUSE fl. ..-~ ::;.. 
WAS<.,, G-~N ~ ~~.; ~ 

Januar11~:: · 

MEMORANDUM FOR: 

FROM: 

PHILBUCHE1N _~ .µ)-~ 
EDSCHMULT-@/)~~.,~ . 

SUBJECT: Antitrust Policy J ~ 
You will recall in his Democratic "State of the Union" reply mJsa~ . / 
Senator Muskie said that government should curb the "abuse of po/:~ 
by corporations that dominate the ·market place, charging what th~ 
want •.. corporations, in other words, that each year grow more 
wealthy and more powerful. 11 Later in the ·message Muskie said 
that we need an antitrust policy that will move immediately to prevent 
powerful fir·ms from gaining too much control over both markets and 
capital. At the Tenth Annual Consumer Assembly, sponsored by the 
largest consumer organization last week, five contenders for the 
Democratic Presidential no·mination promised that they would take 
vigorous antitrust enforcement actions. 

It see·ms to me that the President and his Administration should not 
be placed in the position of merely reacting to old, stale, antitrust 
ideas coming fro·m the Congress. We should consider the preparation 
of a clearly articulated antitrust policy and progfam"""7!tlrln the 
Executtve branch which would emphasize the real strengfhs 1n the 
'Aamimstrahon' s economtc program (e.g., Ireer trade aner-a:ntt-
protecb.on1sm, 1n both the doifiestic es'il ipternatiOi'ial arenas, as 
ways of getting more competition into our economy rather than 
breaking up oil and auto co"inpanies in ways that may significantly 
impair economic efficiency). 

If you agree that something should be done in this area, perhaps 
we should schedule a meeting with the Attorney General and Tom 
Kauper to discuss the matter. I doubt that this job should be left 
solely to the Antitrust Division because its relationship vri.th 



: 
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congressional o,/ersight con1mittee s makes it difficult for the 
Division to change the status quo. 

Attached are some newspaper articles concerning some very 
questionable antitrust legislative proposals (Tab A), materials 
prepared last Spring to begin to shape a distinct Ford Administra­
tion antitrust philosophy (Tab B), a speech proposal which grew 
out of the Spring effort (Tab C), and a background statement 
prepared for the press office to answer questions regarding the 
President's Hardware Speech last August (Tab D). 

cc: Jim Cannon~ 

•' 



A 



L'I • .1 • Tl.J'TlCS 

1/23/76 
- . 

!CONSUf1IERS HEAR· 
:! ANTITRUST PLEDGE 
1 · 

jBusincss Reform Stressed 
At Parley in Washington 

j • 

Hy FRANCF.S CERRA 

d 
Sio)':'t•1 t•> 'T?tt :-:e"N Ya~' TlC'\!S 

W1\SHINGTON, Jan. 22 -



I ! .. 
1 .... .I 1 .. JJ ·) !i ,;j ~ t:J ..iQ .I \' •I . ··(.._) ll ...... ·•" l ......... .J 

I 

... ··~ .or- • ,,,.. •. t 
!").~..._!" 
I 

~ 
() rY ~ r; ., 

. - ·"' .. . . ..... . 
'- .) 

. 
... _,, 

J!y i{tibt:rt;t J~, .. ; ! S!:'!r;C.:1nJ <.J r-· ;;<r,r:u:i .ir·· r!~,..;•".:J 
\ .1l .. ~ ... -t0 ns·iu ~ \ ......... ,., in =:U f'>t•r t• .. l .... '''in .... t·!; oft.:."" r,··tr:,::.: .. 

u!\. ... ~ c ... T "n"""} 1 • - .• ..,lt rni:r n·1 un1 ha·,1:: ':--.. 'ft•cy rtrl.d1j.t.:~ rC'Lll~ 

. ~ 0 ., 
""' ~ J'•t f 

. "'\ P: '°""A-, If. I , 
I 

j 
I 

.,,_ . ~- . .. t., ... . , . _ _, .... 

P,•!t ~t·r.3"'! ~!:1ff1!r.i rt~· .. · !hi-; ;-tropr) .. 
sitiv1. t .,. • I ''J ! .:.vh. t ·1•1!1! :--1:1eq:c 
sli~.i11 li: .! itt-n:nt. 'il•:: I 1.. y. fo\:y s~y, 



) 

B 



DH.l~F'l': 4/7/7'"i 

FROM: 

SUBJEC1': Antitrust Policy ~:ind Proqre1m 

Issue 

During recent months, there has b7en a revival of interest in 

antitrust legislation, especially in the Congress. The days of 

11 ant:itru.st on ice" are ovi:=r; it is becoming a "motherhood issue. 

Much legislation is in the works on \·.'hich the l~d;:ninistration 

will need to take a position. In addition, we will want to 

push for enactment cf our own antitrust progrum (e.g., 

harmonizing the antitrust laws and the statutec of the 

regulatory agencie15 in cases where deregulation is not 

appropriate or feasible;· repeal of fair trade la·ws and 

Robinson-Patman reform; modification or repeal. of certain 
. 

antitrust immunities; and patent law reform. I . 

OMD could play an extremely important balancing role over 
' 

the next several months to ass~re both that the President 

has a range of views and that the Administration is acting_ 

creatively, not ~efcnsivcly and reactively, to antitrust 

lcgislLltion. In purt, this requires th.:lt the 7\d:ninistraticn 

develop its own c:mtitrust philosophy, llt lcnst for intcrnul 



consumption and for purposes of general direction; and 

possibly for public consumption during 1976. There is 

much we need, or might want, to do. 

Background 

2 

Since the President's October 8 message in which he stated, 

11 I am determined to return to the' vigorous enforcement of 

the antitrust laws'', the Administration has also pushed for 

a modest overhaul of antitrust laws. Our proposed legisla-

tion to increase antitrust penalties was enadted last session. 

Amendments to the ~ntitrust Civil Proce~s Act, which failed last 

session, have been reintroduced. Finally, we have introduced 

legislation to repeal Federal enabling legislation for State 

fair trade laws and are also supporting similar legislation 

introduced by Brooke in the Senate. 

We also an-E.icipate submitting legislation to reform the 

Robinson-Patman Act and may also 

wish to propose legislation applicable to certain antitrust 

exemptions, in addition to those on which the Congress will 

likely take action in the near future (e.g., encrc.;IY and 

defense}. See issues at Attachment A. 

.. 
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Senate nction is also expected early this SU.Huner on the 

l\.dministration' s patent l<lw reform b:i 11, S. 1308, sponsored 

by Senator Hugh Scott, which attempts to h::irmonize the 

patent and antitrust laws. 

Congressional Developments. The effor~s on the Hill are 

If 
led by Senator Hart and Judiciary Corn.'tlittce liberal Democrats 

{Kennedy, Dnyh, etc.) with the participation of Hugh Scott. 

~ 

T;.-10 major pieces of legislation, already introduced , are: 

--~1J36 - Antitrust Enforcement Act of 1975, 

sponsored by Hart and 42 bipartisan co-sponsors. 

The bill would authorize sharply increased, separate 

and equal, appropriations for PY 76-78 for both the 

Antitrust Division and FTC's Bureau of Competition . 

Both antitrust bureaus would each receive $25 million 

in F:Y 76, $35 million for FY 77, and $45 million for 

FY 78. Currently, the appropriation for our ~.ntitrust 

Division is $17 million and the Bureau of Competition 
' 

gets $12 . 5 million. Our FY 76 budg~.t _would increase 
• . . 

this to $18. 8 million and $l?· ~ .. million._ ~:espec:tively . 

(See discu;,sj on of issue :fti · at Attachment A-.l_ 
····'!9 

.... 



--S.J.201 - l\ntitru~t Im;>rovr.::ments l'.ct of 1975, 

co:>ponsorcd by IIart ancl Scott. This bill 

consoliclutes u. numb8r of previous piecemeal efforts 

to fc:;cili tatc ef fcctivc anti tru:,;t. c:::i.forccr:-1ent. •rne 

major provisio~1s would arr.end the lmtitrust Civil 

Process ~.ct (as propos~d by the Administration last 

session); provide increased penalities for not obeying 

FTC special orders or subppenas; permit State 

attorneys general to file antitrust suits and to 

collect treble damages on behalf of their citizens; 

require the FTC to broaden and keep in force its 

premerger notification requirements (n similar pro-

vision would also permit Justice to obtain advance merger 

information); and repeal the escape clause that now 

prevents use of nolo contendere pleas as evidence 

in private antitrust suits. See discussion of iss'!..1e #2 

at Attachment 11. 

OMB staff also reports that other major legislation will be 

proposed over the next two or three weeks: 
' 

--A Hart, Kennedy bill admonishing all independent 

regulatory agencies to consider the anti-competitive 

effects of their nctions. 11A regulatory agency shall 

not sanction any practice that may lessen competition 
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substantially unless the anti-competitive effects 

of such a p r actice are clea rly outweighed in the 

public iaterest by the need to further other 

objective s of the regulatory statute." (See issue tF3 at 
Attachrnen t 11.,..) 

--A bill to modify antitrust immunities in the 

energy and defense areas (e.g., the Emergency 

Petroleum Allocation Act of 1973 and the Defense 

Production Act of 1950)--action on thiB bill is 

expected to be rapid, prior to the expiration of 

the Energy l-\ct in August of this year. 

Each of these bills relate closely to the objectives of 

the Administration's program--both our attempt to (1) hannonize 

the antitrust laws and the statutes of the independent 

regulatory agencies and (2) the narrowing of certain antitrust 

immunities; 

The Congress will also be pushing legislation that has been 

'\ 

traditionally opposed by the Administration. Two priority 

items, the first of which ·will likely be enacted, include: 

--Vertical divestiture of oil pipelines and refineries. 

A similar bill was introduced by Hart ;:is a floor 

amendment on n~tural gils deregulation legislation last 

session. 
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--!!art's conc0ntr~tion legi~l~tion will be reintroduced 

that ·would require di •.•e3titur0 of monopoly power :i. f 

a corporation has greater th<:in a 15% ru.te of return 

or more than 50% of the market in any line of 

com."1'\crce in any area of the country for a given 

period of time. 
. I 

Direction of Future Administration Antitrust Effort~ 

A good case can be made, in vim·1 of this overall legisl<:!tive 

agenda, for giving antitrust law revision a high Presidential 

and Administration priority during the current session and 

into the 1976 election year. Antitrust is also a good 

Republican issue, as instanced by the interest that current 

antitrust and related legislation is receiving from those 

in the Senate, many up for reelection, such as Hugh Scott, 

Ed Brooke, Bill Brock, etc. But to date, the overall 

initiative is increasingly likely to be preempted by the 

Democrats (Hart, Kennedy, and the other 30 or so cosponsors 

of the antitrust budget increase bill. 
t 0 ,, (J 

( 
The antitrust issue, moreover, is one in which the Ford 

Administration could give its O'Wn distinct. imprimatur, 

consistent with a philosophy about the dQngers of big 

,, .,. 
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government as opposed to big bunincss. There is a new 

antitrust: philosophy that is gaining ground, n~uch of it 

related to the regulatory reform debate, that departs in 

significant ways from the old 11 trust-busting 11 philosophy 

of the recent past . This plrilosophy is reflected in the 

legislative program that we are developing or have already , 
sent to the Hill . Finally, this philosophy need not be 

inconsistent with many of the legislative proposals (e.g . , 

~ncrease in antitrust authorizations, the Antitrust 

Improvements Act) \'lhich will likely receive early action 

in the Congress--ali.:hough the philosophy \·muld result in a 

different emPh~sis in terms of how additional resources and 

improved rnachine:ry might be used . 

At Attachment A, we have attempted to summarize these 

divergent antitrust philosophies and how they bear on policy 

arid program in ~he present legislative setting . The 

discussion of policy issues set forth there nssumes that the 

' Administration is conunitted to the "new view" and that it 

would also like to push aggressively for irnprovamcnts in 

antitrust consistent with this view . The issues are: 
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--If budget resources for the Antitrust Division 

and the FTC are to be increased, how should such 

resources be utilized? 

--How can improved legal machinery, including increased 

penalties and State, as well as private, antitrust 

suits, best complement enhanced enforcement efforts 
If 

in a manner consistent with desirable antitrust 

ob~j ectivA~? 

--How can the Administration build on the "competition 

test" notion, embodied in the forthcoming Hart/Kennedy 

legislation, to move toward redefined regulatory 

agency mandates (both the independent agencies and 

certain activities of the Executive Branch) and 

improved procedures that will assure continued economic 

regulation that i 's iri the public interest? Note, in 

this regard, that this thrust has been the major poli9y 

planning priority of the Antitrust Division since the 

President's October 8 speech. Any debate over utilization 

of increased antitrust resources and improved legal 

machinery should focus on this priority area. 

---now can we sell to the Congress and the public-at-large 
. 

the notion that certain antitrust powers arc excessive 

(e.g., the Robinson-Pa_tman 1\ctl~ and that some enforce-

mcnt efforts mny be possibly mi-rldirccted? 'l'hc issues 
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here relate clo~ely to why we are not against 

"bigness" per sc and do not wi.sli to use the 

~· antitrust la.ws to penalize economic efficiency in 

order t0 pursue largely psychological objectives 

related to "smallness CJ.nd decentralization". Any 

enhancement ~f antitrust enforcement and legal 

machinery should assure thf t econo~ic efficiency is 

served, not vague objectives relating to notions 

about anti-competitive concentrations of economic 

pm·mr embodied in attempts u.t divestiture, prevention 

of certain typGs of mergers as a class, etc. 

Finally, how can we push the notion that antitrust powers 

have been unduly restricted in ways that do not serve the 

purposes of economic efficiency? This applies to the 

carving out of special exemptions from antitrust prohibitions 
> 

for particular industries or activities, including regulated 

ones; industries where the dispensations of government are 

provided in other ways (e.g., oil, agriculture) which no 

business could win by itself in the marketplace. They range 

from traditional dispens~tions (e.g., patent grants), though 

subsidies and tax preferences, .to all manner of laws and 

rules that often favor special interests iri lieu of the 

public interest. 
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In addition t o our traditiona l concern that budget resources . 
for, and to some extent organization and procedure in, the 

Antitrust Division is consistent with the Administration's 

general policies, OMB might play an extremely important 

balancing and catalytic role ovei the next several months 

in shaping a more clearly articulated antitrust policy and 

.program. 

The Justice Department, particularly under Attor~ey General 

Levi, clearly will have a viewpoint on the issues set forth 

above. On the other hand, the President should have a range 

of views from others in the Administration and including 

his personal advisers; especicllly during a time ·when anti-

trust is likely to be very much a politically charged issue. 

During these months, we should seek to avoid reacting 

defensively and negatively to Congressional developments, 

and attempt to get the Administration to shape a policy and 

program that is clearly i~s own. 



• 
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Recomrr.en(I::: ti on 

That we discuss these issues internally in the near future. 

I would suggest that \·!c include Carl Collier, who is 

familiar both with the recent Congressional developments 

and the general issues·, in any such discussion. 

Further, the issues set forth abo've and at Attachment A, 

might be taken up as an agenda item for Executive Committee 

review at a future EPB meeting. 

Finally, an hdrninistration spokesman may be invited to 

testify at forthcoming hearings on the various Congressional 

proposals. Hart's staff have already inquired infon~ally 

as to who in c.ddition to Tom Kauper, could be invited to 

the hearings on s. 1284 '(Antitrust Improvements Act) on 

May 7-9. This is among the first of a number of action-

forcing events. 

If you approve, I will arrange a meeting with appropriate 

O~ID staff at your convenience. 

.. "lo , •• 

. r 

• • 



J'.ntitr11~·t: Polic~r Jn 'Phc ------_____ __ :=..i. ____ _ 

Prc:.idc:nt- J".r·r~i::·lr!t i.v•: Sc!tt:i.i:q 

During the pust se:vera l years, t'l.·.'O func1tlr.-,cntally divc:rgcnt 
a~titro ~:>t philof_;o~)hic,s hc.:vc been c.:1:~crgin<J . 'l'h cse philosophies , 
and their rclcit ion to policy and progrmn, might be sumnmrizcd 
as follows : 

--'l'he "ne·w view" of antitrust , which goes back to its 
original pur.pose--1~ecping the economy open and free . 
But the m~jor thrc-:2..t to a competitive free enterprise 
system is not , in this vi~w , "big business" or con­
centratic~s of social and economic po·,·mr in tho 
privnte sector. Rather, it is big government nnd 
industries conspiring together in the creation and 
perpetuation of shc:.rea monopoly. An April For~ll)~ 
article su"'f.:11C·l rizcs this vie-1·.1 rather vividly:· If an 
industry tries to conspire to ruise prices , it violates 
antitrust. But if an industry goes to Washington, it 
is not viola ting 2ny lc:c;,-;s. It can get the ~1ove:i:T•:-aent 

to police the industry . 'l'hc government beco:ues part 
of the collusive agree;rn.cnt. That's the high road to 
monopoly. " 

Examples abound in the regulated industries (e . g ., 
truc'ks, railroads , airlines) as well as industries 
wl1ere the dispensations of governrecnt are provided 
in other \·;ays (e .'g ., oil , agriculture) which no 
business could \·:in by itself in th8 marketplace . The 
dispositions range from patent grants , through sub­
s idies and tax preferences , to laws and rules that 
favor special interests in lieu of the public interest . 

- -The "old view" of antitrust, \v'hile not necessarily 
disagreeing with the new view , assigns a greater 
priority to the problem of industriCll concentration 
and concentrations of social and economic power. 
'l'hcrc should be, in this vie\·.' , a crnrnni tmcmt to 
"smallness ~tnd decentralization, 11 if largely for 
p!;ychoJ.og ic<1 l r.c<:lsons . Com~...,cti tion , in this view, 
mc<ms preventing <:!nd eliminating monopoly and oli~Jopoly 
pm·:er in the priv<ite market sphere through divcsti turc 

•' 
, \ 
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nnd rcorq;_nil zaf i.011 of j nrlu:;try, prr:;vent:ion of 
vertic:u] (<lr; op: •oc.e I to hori ;~ont<:d) mnr~JC!Ts il.G 

a c)o!;~;, m~1in1 ui.ni11 r L:n·1~; th<1t qjvc f;m;:il) bn;.inc:-;s 

more pCY1er. relative to ];1r(J<.! bus1nc:;~;e ;., cLc. 

Under thiu view, lcryi~l~tion is needed to qivc 
the antitrust u<_Jl:~ncies (,Justice and titc FTC) more 
pm·1er and more resource~.;, ai:J wcl l <:is more spcci fie 
legislc:itivc g11id2nce, to pursue this set of anti­
trust objectives . 

·Those who hold the more fundumenV.al view cl<tsh with this 
more recent view in a number of wu.ys . For fi~ampJ e, they I(" 

do not believe that a flut condemnation of concentration 
and oligopoly bosed on currm1t economic knowledge , is wise . 
The ratiot!ale behind propo;,al s (such us Scn;:itor Hart's) to 

- aeconccntrate highly olisio:rx)listic industries , h<!sccl on 
observed correlu.tions between measured conccntrution and 
profitability i.s ·.·mak; u.nd many factors hes ides the nu:nber 
of firms in a murk ct uppe<tr to be relevant to the com-
peti ti vcncss of thci r })(~hz1vior . Big corr.panics, for 
example , grow up in industries \·;here large scu.le economies 
can be effected. I3ut so long as there arc "competitive 
rivilry" and no barriers to entry, i.:hc net result is 
bencficiu.l to the consumer . The presumed link between 
concentrotion und profitabiJ ity iB lcicking unless one can 
also find signifi.cunt entry barriers. "Over the lust 50 
years", it was recently observed , "the only firms that 
have <J.veruged a rutc of return on capital of more than 15% 
for long periods are those thcit the government protects 
against the entry of competition . The rate of return on 
capital invested in New York City tnxi c<ibs is now well over 
100~~ n ycwr; the number of permits to opcrutc cabs has not 
been incrcuscd in over 35 years." 

' . Those holding the more fun<lrnn0ntt:1l view believe that anti-
tru~t nct:ion shonld not be: taken t.o crcu.te smaller firms, 
or i11 ant.i.ciput:ion C)f fut\H"c~ c01v:-(·11tr.:-it: ions th;1t th0 rn.nl~cf: 
might (ot· might not) proclncc . "Inr;teac1, it should con-
ccnl: rate on dctectin~r <1IH1 pcn<1Jizin~1 colltwion". When the 
government sues c:1nd win:::; for the wronq rcu~;on;;, the con;;umor 
inn' t ·hclprnl . 'rhe only re:=:u] t is ~mother :i ncrcmcnt of 
9ovcrn~ncnt power. 
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Pnrthc·r, thcv <u:c conccJ:-nec1 2bout the nclvi~0hili ty of cr-rt<lin 
'4ntitru:-;t. lcgi!:l~1tio?1, J:io:--:t of it <::dop::e:cl dndng the 1930's 
or short] y thc:r. cc:i ft(!r, which ':ouJ rJ !":ecm to T!ia1:e lit tlc 
sense in l.:lie cu;:-::-cnt ecor;c::iic r;etti!l'J. .l-luch of that 
lcgi:.;lc; tio!1 ( c . g. , the Hobinson-Patm::ll1 JI.ct, 11 fair trc<dc lm·n::" 
was Cldoptc:d in a tin:c when '."'C qtive undue ·cniphasis to per­
ceived concentration;, of cco:r:c:.nic c:md social po•:,:cr ttnd 

attempted to pen<..ilizc 1.argcr businc~~;es (and the consumer) 
in favor· of sn:Z:iller b'.lsincs!"~cs. The goal of legitimate price 
competition was thus sacrificed . 

Much of this "nc·w view" of u.;ititrust, u.nd the way in contrasts 
with the 11 old vic;·1 11 is re fl ectccJ fin the 1969 report of the 
Task Force on Competi~ion 2nd Productivity . In particular, 
the reco1:-..;-r.snded policy on cc:rlpctition in the regulated 
industries, the cle:velop:nent of criteria for cl<:!sscs of c~ses 
( includir~9 r.1erg2rs); the role of the l~C und reccr:::-.endc1tions 

-for charges in the Robinson-P;;:·:::-:-1<::i.n Act and a d~m~phasis on 
deconccntration and att~cks on vertical ~crgers--all this 
reflects the gencretl thrust of the "ne\-.' vie·..-1 11

, which also 
ref le.ct:> the original purpose:.: of u.ntitru~t . 

Issues of V~crislc;.tivc Stratcqy 

Our fundc.u~entC1l philosophy, and antitrust policy, b~ars 

heavily on both what \·le shm1l<l attempt to achieve and fend 
off in the current legislative setting . The issues set 
forth belo·.-: assusl1e th:..t .the i>dr:~inistration is corr.nitt:~d to 
the 11 ncw vict,.,• 11 and that it would also like to push aggressl.vely 
for improvencnts in antitrust consistent with this view . 
'l'he issues are : 

1. Should buagct resources for the Antitrust Division 
a nd the FTC be further increased and , if s o , h0\·1 

should they be utilized? 

'\ 

2. How can improved legnl mu.chincry , including increased 
a ntitrust penalties and Stc.·"tc/privatc antitrust suits , 
best complc1:1cnt f'edcr;Jl enforC<.!l~cnt effo rts? 

3. lIO\·.' ccm we build on the "competition tc!::t " notion, 
embodied in forthccming legislution sponsored by Hart 
and Kennedy, to b0ttcr harm.:.mizc the antitrust l.iws 
and the rc~ruL1tory ~;tatutc~? 

•' 



... 
"' .. 4 

'°L Jlo·d cnn -....,c hc:-~t <·d •;"1!·1cc the n0t.:i.on th<1t cert <1in 
antitn1:-~t powers <ire excessive ~nd that somi~ 

enforcement efforts n~L.IY be: possibly misdirected? 

5. On the other h~ncl, h0·.-1 do ·we oc3\l0ncc the notion 
that some ~:nti tnu;t:: pm·Jers have been unduly 
restricted in \·10.ys that do not serve the purposes 
of econo~ic efficiency? 

Jl~ discussion of issues is set forth in the attnched isst1e 
papers. ( 

' 



c 



PHOPO~~r .. r... F0H J>Jm.SIDT·:l'~'i.'J l1L SPEF.CII ON 
C:o>~1>'.·:·u""KcJT/<.::-in.illGLf°L1'!1.·b·RYT:f:T·()t~f.i 

Althous; h the cnqL1lfins theme of his entire rc9ulatory re­
form cftort i3 the revitalization of the fr~c market and 
the pro;.iotion of incrcu.sr~d conipctition, t_hc President hn.s 
not made 2 major address on competition and antitrust policy. 
Concern that the r-.::.:.;uJ.at.ory .effort is pro-business and 
antico~surn2r has been expressed both by Congressional staff 
and by Members of Congress. 

Therefore, it might be useful to have the President speak 
out on his vim-.'S that effective competition i.s the key 
ingredient of a strong and viabl~ free market system. 
Such a message should include a ~tatement in support of 
rational and effective antitrust enforcement as an essential 
companion to the funda1!Lental reform of economic regulation 
being sou<:;ht by the l'.aministrat.ion. For e:~a1r.:)lG, most of 
the emphasis in the press on the Rail nevitalization ~ct 
xecently sent to Congress, was devoted to the »pro-industry" 
measures such as pricing flexibility, financial assistance, 
etc. The antitrust immunities which is opposed by ind~stry 
is just as intport.:Ant to competition as the pricing provi­
sions, but this has not been emphasized ~n the press. In 
addition, other parts of the Administration's program such 
as removal of the paperwork burden and opposition to a 
consumer protcctio~1 agency are being viewed as a partisan 
effort to aid the business community. 

We need to balance this view with the other side of the 
story which is that the regulatory reform effort will di­
vest business of the government protections they have en­
joyed in the past, to exempt activities such as cartel 
ratemaking and market sharing agreements from antitrust 
prosecution. These restraints cannot be ignored in any 
program seeking to encourage and expand market competition. 

It is essential that this view be broadly expressed and 
understood in order to build the bipartisan, consumer/busi­
ness constituenty needed to obtain enactment of reforms. 
Such an a~drcss could also be used to respond to the many 
Congressional initiatives now being fort!'\cd in the antitrust 
area such as the bill to increase budgeted resources of 
antitrust agencies, the llart-Kenn0dy bill to strengthen 
current antitrust law and enhance cornpctition, etc. 

.... .... , 
/ . 



Dr~f~ Pr~~~dnntinl Sn~0ch on 
~--- -~--

Con~pct it :ion nnd -~-2.9:.~J.<1to'Q.' Hr~_form 

AU')Ust 25, 1975 

Introduction 

Tocfoy, I would like to focus on one of the progrums of my 

A&ninistration which is of vital i~terest to you as 

businessmen and citizens . Although I have spoken often to 

groups such as yours to enlist your supp0rt for clements of 

this program, there are some less visible dimensions which 

hal;c c:::-1-.:.sed C<>i cern within the business co~·.:nunity , and else-

\.;here. I would like to address these issues frcnkly and 

candidly . 

The basic issue my progrcu;i addresses is the problem of 

mono-oolv in American li'fe. The program is a test of the true 

com.~itment af this society, and its business and governing 

institutions, to the principle of economic freedom and its 

restoration as the bedrock of our economic system. 

The evils of monopoly are well known: higher prices, slower 

innovation, less responsive services , and discriminator¥ . 

pru.cticcs. Bnt there is a folklore about monopoly :that 

conjures up giant prcd<:itors lumbcrjng through the economic 

junlJlc devouring cve1:ythjng in ~i<Jlit . 
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Unfortunately, the folklore of gi<int predators and robber 

barons has caused us, as a society, to often lose sight of 
. 

the plain reality that monopolies come in all. sizes and 

shapes--and that they often exist with the blessing and the 

active participation ·of government. A giant manufacturer 

may be a monopolist if there is no
1

choice for his as opposed to 

another manufacturer 1 s product in the market. P. small bank 

in a remote cormnunity may be "the only game in town 11 --a ver<-.J 

real rno:1opolist in relation to customers, and one that is 

probably str0ngth0nc;c1 by gever:~:;:.:lent er.try rc.::;ulation for banks. 

A group of firms, whether large or small., is a very real 

monopoly if it can set the price at which its members sell 

to the public and dominate the field. Again, this occurs 

frequently with an "industry rate bureau" or "self-regulatory" 

organization which has or purports to exercise governmental 

powers. 

To an increasing extent, the problem of monopoly is· a ro::ntlt 

of government intervention to create and perpetuate shared 

.!I!£.nOPoly. Examples abound in the rcguHt.ted industries--' 

trucking, railrouds, and the airlincs--as well as induntries 

where the di~pensations of government arc provided in other 

wuys which no industry could win for itself in the m<lrkct-
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place. The imposition of turiffs , [the v~n:-ious agricultural 

programs] , the enforcement of liccnsure, the control of 

prices, an<l the legal restrictions on entr:1 2nd on the 

legitirl:ate use of competitive tactics are the origins of 

serious monopoly problems cre.ated by government dispensations. 

The dispensations, of course, are rot all bad. For exc.:mple, 

patents are created by law for a limited duration as a subsidy 

to encourage technological innovation. And government con-

-
trols these limited monopoly grants to assure they are not 

handed out except for novel and useful invc-mt:imu,:; cmd c:-<.:ce not 

exploited in an anti-corr.pel:itiv0 manner. 

Of course, patents are not the only monopolies cre«ted by law 

and handed out by govern.'nent. Broadcast licenses, trucking 

certificates, and bank charters are fainiliar examples. Here 

government takes various steps, often with limited success, to 

assure that the holders of these grants serve the public ~s 

well as themselves. Unlike p<ltents, these grants do not tend 
' 

always to be of br:i:.ef duration, nor are the~{ clearly related 

to innov~tive skill and ef forto 
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More often than . not, hm-JCver, the dispensations represent 

a "spcciul benef it progrc:im" created to serve some small but 

-
powerful group in the economy at the cxpcns"c of the general 

taxpayer or -the; consumer. · [And these programs tend to 

persist by inertia long after they have outlived their use-

fulness.J In addition to a wide body of economic regulation, , 
the programs include numerous subsidies and tax preferences, 

and all manner of laws and rules that serve special interests 

and not the public interest. 

Our Nation appears to have become gradualiy accustomed to this 

way of life, as well as the process that leads to the creation 

and perpetuation of monopoly privileges. In turn, we have 

developed arri.bivalent attitudes toward monopoly. If an industry 

tries to conspire to raise prices, it violates our antitrust 

laws. But if an industry goes to Washington or a state capital, 

it is not violating any laws. It can get the Government to 

build higher tariff barriers, increase agricultural support 

' prices, or police the industry against the intrusion of 
potential competitors or the rnisbehuvior. of one of its own 

·members who desires to reduca priccsp The· Government becomes 

part of the collusive arrangement and w<llks with them along 

the -l~i~h r.:oaq to monopoly. 
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[_ In our la;·;s, the basic c01~flict b<-:twcen the right of 

collectiv~ petition and t!1e illegality of attcrn:::ting to 

collude has been dc~ided in favor of the risht to petition. 

'l'he antitrust laws are not violated by agreements to petition 

tte government to restrict competition-- but are violated when 

such agreements do not involve government.] 
If 

Make no mistake, with a governinent organized, as it is , along 

11 advocacy 11 principles, the collective right to petition is an 

integral part of our system of democracy . Yet , at the same 

time, this system permits l:1any interest grm.l}?B to use govern-

rnent for their O\·m ends, and the decisions made often bear 

little relationship to social benefits and costs . The problems 

have been exacerbated by an increasing tendency , over the last 

several decades, to politicize economic decisions [and by the 

fact that true costs can more easily be hidd2n through the 
. 

government] • 

I do not intend to celebrate our Bicentennial by pe1!llitting 
'\ 

this process to go unchecked. The year of our founding was 

also the year t .h'<lt Aclnm _Smith ' s t:Je~lth of Nati.'?Jt~ swept 

across the European Continent and .began to px-o.fc;mndl¥ . .:F~·~p,e,_ . 

. . •-' .... 
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our own economic oncl ~ocial system. Smith atta cked the very 

foundations of the mcrcantilist system, that pcrv~sivc system 

of goverruncntal monopoly and protectionism•in EnCJland and on 

the Continent. In several chDpers of the Wealth of Nation~, 

Smith described inefficiencies caused by government me~sures 

to protect and subsidize industries . Ilis thought profoundly 
I 

influenced the American Way, which tradii:ionally to rely o~ 

competitive markets to do most of the work of allocating 

r~sources, organizing production, and providing economic 

progress. In this way, we have obtained a greater degree of 

efficienC:l' than in other economies as well as a "higher 

standard of living" with relatively higher payments to American 

workers, and lower costs of goods and services to the American 

consumer. 

This phenomenal progress was 1nade possible, in large part, by 

economic thinking and social policy which abhorred government 

intervention in the creu.tion and perpetuCltion of monopoly~ 

Over the last several decades, hm·1ever, our thinking ~as 

changed. Por good rcdsons and bad, we have continously exp~nded 

·governmental power, nnd . the ~cope and detail of governmental 

controls over economic life. Under the "lllue Eagle" of the 

KM, we ulso begun to accclcrutc the cr.ention of "government 
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sunct.ionc<l cc:irtcls" which, in ::;pite of the quick demise of the 

NPJ\, have beco:-~c one of the rr:orC! enduring types of monopoly 

because it generally enlists go-;1crnment to •help enforce the 

sch:.=me in t'he name of £omG worthy cause. Today, transportation 

and insurance rate bureaus, shipping confe:r.ences, stock 

exchang~s, and professional associations continue to operate 
If 

in a congenial "cost-plus" enviror:ment ·because gover11n1cnt has 

decided that the groups O:!:' f irrns they represent need not or 

canno:t compete. 

* * * 

My message today is quite simply that we cannot confine con-

sideration of "the monopoly problem" to a fe·w predatory giants 

of the l'~ge of the Robber Barons, or a few contemporc:iry giants 

whom some suspect of doing evil at public expense . Rather, 

we must look at the whole range of reality - from the small 

firm with a monopoly franchise , to the government-sanctioned 

' cartel, to those that are syster-aatically t:s ing government to 

serve their C':!n cmc~s to U!2 d~tri:r.cnt o f the public interest . 

. 
''le must reco9nize that government does us much to create 

monopoly as to control it. Our ultirnat~ concern must be with 
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I repeat, a~ I have sni<l before, some estimates that I have 

seen place the cor::'!:d.nod cost o:L gcvernmcr1t reguJ_;.rtion and 

. 
restrfctivc practices in the p:i::-ivate sector at more than the 

Federal Government actually collects in income taxes--or 

sor:lething on the orae·r of $2, 000 per family each year. And 

these costs take no acco~nt of the
1
cost of subsidies and tax 

preferences and other "special be~1efit programs" ~·ihich are a 

by:.-product of, and closely r~lat.ed to the problem I hava 

described. 

i·~c r:mst bo con(!ern:2d ,,-:_t~1 reel,_ cing thi::;se cost s, wherever 

possible. In a word, we must be concerned llith long-run 

efficiency --with the ability of the system to deliver '\'1hat 

we want at the lowest cost. 

Antitrust has an importc:.nt role to play here. It enforces 

our commitn1ent to a competitive market that will achieve 

efficiency--driving do·.-m costs to their miniraum and assuring 

prices based on these costs. Competitive markets provide 

rewards for successful risk-taking and innovation; and they 

respond rapidly to changing conditions. Antitrust law and 

enforcement seeks to assure and promote these values. 
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Hy Administrution i:::; committed to vigorous enforcement of 

these laws . To nchic?c this, •;.'e arc moving to expand 

. 
enforcement resources in tho Justice Department and the 

Federal Trude Commission, over and above the suhstantial 

increases in recent years. 

f. Congress is strongly behind this effort . New legislation, 

providing more and sharper tools to the enforcement agencies, 

is well along in Congress. 'l'his iegislation, ·with bipartisan 

co-sponsorship by Senators Hart and Scott , is known as the 

I~nti-trust Improvements Act of 1975 . It is truly an omnibus 

bill, with 7 titles covering un array of subjects. These range 

from changes in the jurisdictional reach of the antitrust laws 

to provisions allowing for increased representation of a 

State's citizens by State attorneys general. In most renpects, 

this legislation has my strong support. 

Antitrust is in great favor these days: expanding enforcement 

budgets and some strengthening of legal sanctions and enforce-

mcnt tools are desirable and widely popular ways of beginning 

to build a vigorous, affirmative competitjon policy. 
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Yet, such Btcps cun con[:r-ont onJy p<1rt of the: "monopoly" 

prohlem, and the !;teps nc:.' being tuken arc really the easy 

ones. Much more difficult will be dealing.with the Drcas 

which antitru~;t does not or cannot reach: the regulated and 

legal monopolies, and the government-sanctioned cartels . 

I am confident and encour~ged that;Congress will soon strike 

down the so-called "fair trade" lm>'s, which sanction price-

fixing which would othen·:ise be illegal under the antitrust 

laws. (After many years, Congress is moving toward a desirable 

and cor.;prchensi ve rcfor1r. 0£ o"Gr patent 12'.-.'::: , 

stration proposals to st.re-mg-th en public ;:rnd judicial confidence 

in, and proper governmental control over, these limited 

monopoly grants.] 

The Administration has also submitted legislation to refonn 

the regulat;on of railroads and trucking. In addition to 

constraining the tictivities of the ICC in rateR.aking und 

restrictions on entry, the legislation would remove the anti-

trust i1nmunity of industry rate bureaus to fix prices. Similar 

legislu.tion on reform of u.irline regulation, including the 

antitrust immunity of industry bureaus , will be submitted 

shortly. But enuctrncnt of such legislation will not be easy 

in the fucc of powerful opposition . 
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I also ht1vc undcnmy u bronc1, in-depth Adminis tr.ation revie· ... 1 

of mo.ny ol:.h:::r legi:. J.t,tive irr1:1n.mitics to the antit rust laws--

insurar:cc and ocean shipping, for e:;.-:ample. ~ I sec no reason, 

in principle, why one in1ustry--such as insurc:i.ncc--should be 

exempt from these la~.vs, while others--!;uch as banking--are not. 

All industries, however regulated and by whom, should be subject 
I/ 

to the interplay of competitive forces, to the mmdrrmm degree 

that government can mc:.ke that possible. 

In some cases where, by Congressional mandate or judicial 

interpretation of t~at mandate, activities which may create 

adv~ntages to special interest groups lie out of the reach of 

the antitrust laws, \·.·e must take special steps to promote a 

vigorous competition policy. A special Hhite House group is 

working with the Congress, the Executive Branch agencies, and 

the independent regulator~{ agencies to accomplish some of the 

necessary first steps. In particular, ·we are attempting to 

assure that government is aware of the costs, as well as the 

' 
benefits, of its actionsr and that there is a better 

representation of consumer interests when government proposes 

new rules <ind regulations. We are making special efforts to 

assure thnt the effects on comp0tition u.11d economic efficiency, 

wh i c-11 t-1~1 n;, J ::itc:. into ] c.."'·.;.:- r !"lri cos for tlic cormumcr, arc t<&l:c n 

fully into account . 
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I will he taking further steps to institutionalize a vigorous 

corr.petition policy \·1ithin the vc:_ry heort of government, of 

which these represent but first steps. I am also sympathetic 

to Congressional desires to push further in this direction 

through legislation . Senators Hart and Kennedy have sponsored 

such legislation, which my Administration now has under careful 
If 

review, as well as other proposals which move in a similar 

direction. 

Such legislation could be a desirable complement to that 

designed by the Administration to effect the reform of 

regulation in specific industries such as transportation or 

financial institutions. P~rhaps we have reached the stage where 

we should also consider broad , affirmative legislation that 

could help us come to grips with the more pervasive monopoly 

problems--created by govermnent--with which the antitrust laws 

cannot adequately deal. But such fu!ldamental changes in the 

basic law· must, I think grow out of a public demand for action 

' 
similar in intensity to that anti-monopoly coalition of farmers 

and srn'1ll businessmen which brougl)t u.bout the first of our 

. . 
antitrust laws--thc Shcrrnnn Act--which is 00• .. 1 widely regarded, 

in its generality, flexibility, and principled nnturc . ~s our 

Economic Constitution . 
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Whatever the means to the desired end, we now need new 

principles, embodied beth in law and in the institutions of 

government, that will permit our Hation to"regain our economic 

freedoms an<l which will provide new su.feguards against those 

seeking special anti-competitive and monopolistic advantages 

from the government. The present antitrust laws, created in 
If 

other times and to guard against other kinds of monopoly--

"the big trusts"--are not by th0T.selves sufficic::nt.: to do the 

job. 

At times, the law has dealt with "monopoly"--actual or imagined--

by protecting competitors, rather than insuring core.petition. 

Whether by enacting government-supported entry barriers or by 

minimu..rn price regulation or by other ways of cutting back on 

the flexibility of the competitive process, government has 

adopted laws \'1hich draw the warm political support of protected 

competitors, but retard economic efficiency in ways that raise 

costs to the consumer. Thus, for example, the antitrust laws 

were amended in 1936 by the Robinson-Patman Act to protect 

small grocery stores a9ainst a threatened monol?o~y. The 
. 

monopoly did not materialize--but the ef f icicncies and con-

venicnce of chnin-storc superm<1.rkcts did. Nevertheless , the 



statute lives on--m~king pricing of rn~ny products less 

fle:x:iblc--making it harc1 .. :: r for tough buyer!:; to break 

oligopoly pricing pat.terns by l<.1rge sellers .• 

14 

[when Congress returns in September, I will submit 

legislation calling for the repeal of the Robinson-Patruan 

Act.] I do so knowing thu.t the pr<fpos.al for repeal will be 

strongly, and so::netimes bitterly opposed, by many of you. 

Yet, I ask you to recognize that, in reality, the law has 

done much harm, and little affirmative good, to both you and 

the econo::ny. 

We face a critical choice in the months ahead. Shall business 

and government work together in a free economy for the better­

ment of all? I do not believe that '\·Je can affirmatively do so 

if each of the choices on our economic freedoms is to be 

determined solely on the basis of how it affects particular 

segments of the com.~unity. 

Rather, we all must be willing to make small sacrifices for 

change which will benefit us all. Your true com.'l\itment to both 

the principle ofr economic freedom and its restoration in a 

free enterprise system is at stake. The ovcr~ll program can 
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succeed with your ~ctive support and belief in its underlying 

prin~ipl~s, even if you , as individuals, do not nctively 

support ull elements of the program. nut, overall, your 

support is the key to preserving the American Way . For 

America ' s sake , and yours , I ask your help . 

' 
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•nv:· J>rr:~;i:!cnt Jn::: ·~;po~~'~ n Ii<. fn. 
rcfo r:'.1 of ·::~0:;·0:ni c re:quJ ;·~ticn. 
i~portnnce of strcng ~n~itru~t 
}l,tt<lCl)!":V:nt.) 

0:1 the n eed for .1 fund.:l·;;r;;;t:.:i 1 

!l e !la~• ~1lso ~rokc:n 0:: ~l-:~ 

cnf:orcoK!nt uctivicies. ( Se:e 

One of th~ less well understoo<l ~s~ects of ~cgula tory 
re":orr.• is th\°~ l.n£_,crt:.:ff1c0 of assuring that is acco::~;J:.micc! 
by a policy o~ vir_:orous .:.rn ti trust to en force our coz::::i.i t::-.'i.!n t 
to cc~~ct it l~~ - Rcaulatctv rcf0rrn an1 viqorous antitr~s~ . _..___ .. --·--·-
enf0rc::.:::: .. ".!!"', t r.;1: st co h~r:i:.! in h.:.:id. li l~ss rccula t.cd .;c~~cnv --- - _, --
requires ~tronq antit~UEt enforce~ent to assure that com-
pe ti tier: '.-:i 11 d:!:' i ve cos ts down to their mini;;:•1m and al so 
assure that prices are based on thcfe costs. 

/~-

In addition to tvaditional Justice and FTC antitrust 
enforce~ent a gainst private sector price fixing and other 
anti-co~~~titi~~ act~~~~~~s, t.~0 ~~~~nistration is conce~ned 
with ~reas that antitrust does no~ now reach because govern­
ment has written laws that exempt raany activities from 
antitrust prosecution. These are the regulated and legal 
monopolies and the govern~ent sanctio~cd cartels--variaus 
industry r~tc buraaus a~d self resul~tory organizations ~~ich 
are allc~cd to fix prices, restrict entry and divide and 

h -· · .... .,....., -t __ .r- .::: O 1 ' 1 ,...., ·o,_r,,., ~.; "'"' m,'"" ~ .: ,...., .... ,, s are o~-~c s -~ee Lr· m ega ~r ~--u~~c... in-s~ ~n~~u~e 

transpor- t a t j on re.t<:.~ burr.;'2.11s, oce='-'! ~!ii ;.:~:i_ng conf~rencas, 
stock cxchang~s a~d pro~essional associations (such as 
lawyers' minirou~ fee schedules and State occupational 
licensing boards which restrict entry into many occupations. 

The Administration is co~cerncd that Govern~ent nas ~one as 
much to c~~ats conopoly as ·to control it. We need ~o lcok 
at th-= ~·:.ho.le .:-an;;e o::: i~onopoly--wi1ich- corr.es in all sizes and 
shapes. 'l'hera is not only the traditional kind of r:;ono?~:.>ly. 
But th-=re is also govern~1ent r.1onopoly rc.nging frc;n the sf.'!all 
franchise (.say , Ci small bank in a rer:lote co;rr:".luni ty protecL.cd. 
by govcrn~ant entry barriers) to government sanctioned cartels 
controlling entire industries (rail, truck, and airline rate 
bureaus). 

This hdninistration is concerned that the public better 
undcrzt.J:1c'! t!-le need for .:i. real cor. .. ·r;i t.:ncnt to a vicor.ous pro­
compcti tioa pe>licy th::t looks across-the-board at the 
"monopoly pro;1lc1~1 ." T:1is is a th::~- "'"hen anti-business feelinc:s 
run hic;h. A !."c·:=0r1t poll by Peter n.:irt show~ thnt 61 pcrc~nt • 
of l\:i1cric~1n ::~ b·~l i..:··;c thQrc' s a bil"T bu~fncss consoir:i.cy to 
keep pricr:s hic;!1. Only 1_7 por.cc-1it f:lvor the pr~scnt . ccor~.omic;· 
systc~; ~l percent ~~nt re~jor changes, including scrap?ing 
the f rcc cntcrpriGc sy~tcm. -

. ... . . 

• . .. .... ' ,., 
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!n many ways, •.-:e have reached Lh·::! sL«l~;·..) where such a larq·~ 
nu::-·bcr o:: :.1·.::o;)lc r.o lonc~ r b.:l.icvc in Lhc system i:::c~cause 
Govcrnr..cn t ii.:is pcrr.·1i t tcd th ..: p0li tic.:ll proccs3 to replaci:! 
the oar~ ~t in regulat i ng the economy . Govcrn~cnt , in fact, 
has been th0 r.Djo!' culprit-- ! 0':ern~cnt intcrvcnU r.m to 
create ~nd ccrnecuutc nractic~~ that arc ~ntithetical to - .. . 
competition. The Ad~inistration's regulatory refer~ program 
actively sr..:e;ks t0 end this <J<::>':e!:'nm'.2n t "protectionism 11

• 

During a ti~e of high pri~2s and ~nern?loyment--a~d when the 
econo~ic piQ has been gettin9 S;:tallcr--thc !iaticn can no 
longer a££crd a system ttat p2rmits special interests 9ronps 
to use Go'1crn::;cnt for their o .. ::i 0nds. Govcrnrr.~nt nust be 
used to encourage and protect co:::?etition, rather than to 
protect co::r:?~::titors against one ancltl12r . Competition, 
enforced .by th2 antitrust laws, canllio more of the ·work of 
allocating resources, organizing production, and nrovidinc 
for econo::<ic progress. It can "police" the marke-t much ~ 
better than regulation has done in the pc.st. 

... 
Up until 40 years ago, our :t'~ation had a corrunitme!1t to 
competitive values. We abhorred government intervention 
in the markctplace--ve let the market make rnost decisions 
in terms of aconcmic efficiency, rather than letting the 
political system make them. In this way, the country ~as 
able to obtain a nuch · qreater d2qree of efficiency than in 
other econc:r.iic systems, as well as a much "higher standard 
of living" a:i.d higher payments to l;mcrican ·workers •;iith 
lower costs of goods and services to the A!r:erican cons~:.L2r. 
This was the direct·rcsult of real competition bringing 
about maximum economic efficiency . 

The reforms the 
Administration is proposing must be viewed as "pocketbook'' 
issues. The A~rninistration is telling the 61 percent of the 
people who believ2 th:lt there is a big business cons?ir"1.cy 
to keep prices high to look more carefully at what Govern~2nt 
has been doing. The antitrust laws can protect us agains c 
those who collud~ to fix prices in th8 private sector . En:: 
when Govcrn~ant joins the conspir~cy by giving legal sanc~icn to 
these practic2s--who is left to protect the consumer? In fact , 
the law is used to impose untold billions of added costs on 
the consur.lcr. 

The President ' s program of regul.:ltory reform and antitrust 
is un ambitious a ttc:::pt to revers-~ the trends of the l.:is t 
40 y~ars nnd calls for a rc~l co~nitmcnt to competitive 
values. Here u.rc its clements: 
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A. Improving •rraditional l\ntitp1st Enforc!':~rncnt 

--The Adminis tration has been moving to expand resources 
in the Justice Di.-!, etYt.:1:0nt a nd the FTC. Incrcctsc<l 
resourc~ s nnd personne l hil ve been de voted not only to 
trad i tional antitr~st activities, but also to r~gulatory 
reform efforts . Congress is also stronqly behind an 
effort to increasr~ resources (.:::.s inclicat:ed by the 
Congressional Democratic Policy Statement at the 
regulatory summit and authorizing legislation (S.1136) 
s upported by 43 Senators that would triple the budgets 
o f the antitru~t agencies over the next three years) . 
Although the Administration has opposed this specific 
legislation as being too much o f an increase too 
quickly , we are committed tP.·•the general objectives 
underlying the effort . fl · 

--Last October, the ?resident urged that Congress enact 
legislation to both (1) increase c riminal and civil 
antitrust pe:1altics and (2) e>:panded the inv~stiga\ory 
powers of th~ enforce~e~t agencies by amending the 
Civil Process Act . Congress enacted the legis lation 
to increase antitrust penalties . 

--Congress , however , failed ' to enact the Acmini.strution 's 
Civil Process ~ct am~nd~ents whic h has been reintroduced 
as H. R. 39 . The Administration i s al so supporting 
most of the provisions o f o~7tnibus anti trust legislation 
(The Hart- Scott Antitrust I~provement Act of 1975 -
S. 1 284) which covers an array of s ubjects . It 
i ncorporates the l\dn~inistration ' s Civil Process Act 
provisions , allows for increased representation of a 
State 's c itizens by State attorneys general , requires 
proper notification o f mergers before they are 
consurr.mated , and provides for certain changes in the 
jurisdictional reach o f the Sher man and Clayton Acts . 

B. Preble~ Areas Where Antitrust Docs Not Reach : The Need 
for Action · 

Antitrust has become a "motherhood " issue these days : 
expanding enforcesent budgets and enforcement tools are 
widely popular ways of building a viqorous, affirmative 
corapcti ticn ::>olic·1 . nut as the Administration er.1!;)hu.sizcs, 
such action ~<ldres3cs only part of the problem, and the 
steps now bei ng t.:d:cn to ir:~provc tradi tion.:tl antitrust 
en forcc:ncnt .:1rc the re.:llly easy ones. Much more 
difficult. will be dealing with areas which antitrust 
doc~; not rcach---thc n u lll t c d ;incl legal monot_)Olics .:rnd 
the govcrnmcn t s.:i.nction-.;d cur tt!b; . 

' . 
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1. Fair Tr~dc 

The Prcr;.1dr.:nt has ~:tro:1c:ly endor:;cd l e!gislution 
t .-.~)1· t:"'.,r·-·r•l (_,.;_.,..;.. :...,..... ...... r1 en· .. ~1i··1r1 l~ci.·c.·l- j· J

0

'"1--o - r e,::-....:• ~ _ .... t.; .... ......... .. l.;..-'--· '- .•• u~. • .J l.!-' -"~ -t ._ .u. 
(Mi llcr-'J,y~1ing~ t\c t, an~ :·:cGuirc r.ct) . These 
laws cnc:;)J.c Statr:s to S'1nc l:ion p1:"icc-fix1ng activit.i ·.; 
of ma nu f ucturers. In e f feet, a :::.:rnu f.:1.ctu"'::-:-cr i:-::; 
allowed to dict~te the rct~il price fo~ his produ~t, 
thus prohibiting out!ets such as discount stores 
from selling his product at a lower price. It has 
been esti~ated th~3e laws cost consumers $2 billion 
annually in higher prices. 

2. The Robinson-Pat2an Act 

·The Administration is also concerned wlth other · 
laws which draw the support of protected cornpetitors 
but which work to :::2t2.::::-d cos?~tition and raise 
consumer prices. In his April 23 spe2ch to the 
Chamber of Coill~erce, the President identified the 
Robinson-Pe.tman Act as a "leading example" of such 
laws. This law was passed in the 1930's to protect 
small businessr:•en--?articularly "mora and pop" 
grocery stores--fro~ the co~petitive advantage of 
larger firms (e.g., chai"n stores such as A~P) \·;ho 
might use their gre~ter bargaining power to cbtain 
discounts fro~ their su;?liers that can't be 
justified on the basis of costs. In reality, 
however, the law has often worked to hurt those it 
was intended to protect--the small businessman--
as well as the consur:-:er. The Act has worked in 
perverse ways. For exa1!1ple, 

--Justice Department cri~inal price-fixing cases 
have demonstrat~d that manufacturers use the cloak 
of Robinson-Patman to sw~? pricing infor~aticn. 
As one critic put it, "businessmen who swap pricc­
fixing information can be put in jail, but if they 
do,it in the FTC chambers, they are regarded as 
industrial statesmen." 

--Economists agree that the Act has led to uniform, 
inflc::iblc pricing, es?ecially in large indust~ics 
with a few selle rs. 

--The ,\ct ! r. •\;,~nu; l>-:.1~~i t\t:s::c-· s fro:;i cxp.:int~ing int.o 
nQW r.:.-irb:~ ~ --·; b ·c 1u. L : • / c.in ' t t:,1 ~ lor.· i-'~· ice s ~:o 
meet market UQ:Udihis--in (i.ift.t.)rcnt. ~:;C!ctiu:i:.; o~ t..1~ 
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country or Lo "prn1:~otc" a n,.·w prodnct, for 
c:·:,::--~lc . Unli·:-!r tiF' l~P-!\, thi.s • .. :ould be i):-ic~ 
di!:.crir:li":nU."Jn. Parado;·:ic~11.ly, no!"..:t r-:~'-i\ c.::is'..::; <::~:: 
brought, and F'PC onkr:; arc cnt•..!rc<l, <HJc1inst ,, . 11 
firms . l\nd they Z1.r1: the bu~;ir:esse:s t!:c:.t C.J:1 lr·J:~:: 
affc::-c! c:-::·"n:Ji~te .h;w·'l coun' e:l to ju~ti.::y th~.!.r 
pricing practices in view of an .incredibly, 
co:;1plex law. 

The Administration is considering legislation to modify 
or repeal this Act . 

3 . Patent Reform 

Pat.'.?nts arc an e:za:-:1ple o: ~:\ lcg0.l r~o!10:(0~.y which 
is sup2oscd to encourage ir{f·wva ti on . Af ttr many 
years, Congress is moving toward a desiruble ar:d 
co~prehensive reform of our patent laws, based c~ 
1\r1-,.; ni· -.1...--"· ~ .) ... -· r·r(')-"- ~] - '·o -J..,... ':J-1(".!-\'\!"';')""1 .... ,-o-~~ .. ,_,... -
~ ~ "'4• "' -· J ;:_ • ..._ .&.. C. ·- .:. \. "' • ,;._-·,. ,J -.) - ...:> 0:...L ~ • ..._, ~ :::> l... _., (,,,,; l J. -· \._.., 0 ;._ ,L ~ •1

..., , t."-~ ""'" .i... 1.,::' .~ 

in tl1e Pa tent 0 ... ::ice . Tf:cre has b:;'2n rrii.JC[! pu~lic'" 
and judicial criticism of the present system-- too 
many patents, for example, are handed out that are 
l ater found invalid in the courts . The Adminis­
tration's legislation (S. 1308), sponsored by 
Senator Hugh Scott is a cc~prehensive reforra 
progrd.,-:t that \·i_;_ll 1.IH..:L"t':C..;t:! puu:i...i.c c!!U j uuicL:.tl 
confidence , and prop~r govcrn~ental control over 
these li~ited monopoly grants and assure that they 
are handed out only for useful and novel inventions . 

4 . Financial Institutions 

Over the years , financial institions regulation has 
been used to protect one type o f savings institution 
fro::n the co:npeti tion of c.nother . '':e have prevented 
these institutions from providing co~petitive re~urns 
on savings accounts for smnll savers and more 
diversified services to all custo~e=s . The Admi~is­
tration' s :Fin2nci.:il Institution ' s i\ct would bre::1thE! 
a new co~pctitivc vigor into this industry and 
begin to put an end to government intervention to 
protect co~?ctitors against one another . 

In 19 11 a I Con<;rc.ss p.J.sscd the Rc~d-Dulwinklc l\Ct 
which exempted trucks ;:ind r2ilro.:ids from unti tru~t 
prosecution, thus adding to their protection against 

/~ 

/ • l 



co~pctitton. In v0toina th~t lcgisl~tion, 
Prcs.l den~ "run.1 :-1 I£~'.:i:;-(._:-··u. cl(·~u warning to 
Co:igrcs s and the l~!n°2r ican people : 

.. 
6 

11 Rcgt1lation c<ln:iot b2 z-,n e.Cf~ct.iv~ substit:;t.,! 
for th~ affir~~tive s~imulus toward improved 
service and lm1er ra tcs \·ihich co?npcti ti on 
provides." 

Unfortuna~ely , Congrecs overrode his veto and 
Rce::1-Bulwinkle became law. 

The Ford Administration has underway a comprehensi~~ 
progr2;':1 to refor;1 transpor,.t.~tion regulation. In 
Hay, \·:e subr.•i tted the Rai1'.jfad Revitalization Act-­
soon ~e will submit legislation dealing with truck 
regulation. In addition to constraining ICC 
activities which constrain cornpetiton by setting 
and holding prices too high and prohibi~ing entry, 
the legislation \·;ould re~tove anti trust irr .. -:mnity " 
now granted to industry rate bureaus. Such 
immunity permits these carrier associations to 
engage in price fixing activities u~der official 
~ovcrnrnent sanction graqted by Reed-Bulwinkle. 
In addition, the Administration will scon sub~it 
legislation to ~~f~~~ =!rl!~~ ~~;~l~ti0n ~n~ will 
eliminate antitrust immunity for the collusive 
pricing and capacity-sharing activities currently 
practiced by the airlines. 

6. Review of Antitrust Immunities 

The Administration also has underw~y a broad in-
depth review of nany other legislative ir ... '1lunities 
to the antitrust laws granted to industries such 
as ~nsurance and international transportation (air 
and ocean shipping), for example. The Adminis-
tration sees no reason, in principle, why one 
in<lustry--3uch as insurance--should be exern~t 
fro~ these laws, while others--such as banking--
are not. All industries, however regulab:::d and by 
whom, should be subject to the interplay of competitive 
forces, to the muximu:n ·degree that government can 
make that possible. 

,. 
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Othe:r :·!ccc-~:-;ar•1 Ste::~ to 
i'Of.lcy ·--·---·--

Assure a Viqorous 

In c«scs \·:h2t·..:~, by Consrcssicn.:il mandate or juc.:!icL.il 
intr'r!)rct<Jtion o!: t:1.:it r:ir.datc (0. CJ ., r::.!c.:0nt St·;n-.-.· ·-

_court decisions in th~ 3ecurltics cases), activitic~ 
which m.::i.y crc :tt·~ <:?.ci•:.:>. :<".:aqcs to special ·int0!."'2st gro'...!ps 
lie out of the reach of the ~nticrust laws , we must 
take speci.:il s t!:J0S t'.:>. pror:-iotc a vigorous co:n;_)eti ticn 
policy. The Presid2nt has set in motion efforts to 
assure that gover~~~nt is aware of the costs, as well 
as the benefits, of its actions, and that there is a 
better repre~.::ni:.at:ion of consur::'2r interests when go'18rn­
ment propo~es nc~\' ~ules _and re~u}-ations. In this e~fort, 
we are making S?ecial czforts ~~assure that the efrect3 
on co~petition and economic eff~~iency, which translate 
into lower pricas for the consumer, are taken fully 
into account. 

Conclusion 

President Ford has called for a revitalization of our free­
entcrprise systew. This n~eans eliminating 11 r.10~1opoly" 
wherever and in whatever form it ~xists. 

This is going to require so~e tough choices in the months 
ahead. It will reqt:ire that business, the consu..-:1er, and the 
government work togather toward a freer economy and for the 
bettern~nt of all. 

It also means that ~e cannot make these basic choices on 
our econoraic freedoms, as we have often done in the past, 
solely on the basis of how it affects a particular con­
s~i tuency . 

... 

.. 



Listed ~cl=~ il~e ~~c ?resi~0nt's rcc nrks on the i~por­
tance cf £::.:.:t:- · .. ,;i_ ,.;:1:crcc:>:: ::t act i·.ri.::.ies f~o::i his 
earlier s;e0c~0 3 . 

To incrc~ ~~ ?rod~ctivi ty and ccnt~in pr:ces, w~ 
must end ~~5~ric~iva a~~ costly p=actic2s ~hcth2r 
institu~ ~ .. ~ b y Gov.:=rn;~:G :1t, ir.du::;~_~::, la~o!'." ,' or 
Othe r:::, · . - .... T ~.., ,:::-.1- ,..., .-~ n :.r; '-d«r..f-u.,....., '-.._. 0 "-._'h .. ,e 

-- . -... ..... 4 - .... -.-- - -·---··-....,. '- .! .. -- -·· 
vigorous a::force~ent Qf antitrus~ la~s. 

,. 

The Presi~ent's Add=ass deliv~=~1 
bofore a joint session of c~e Co~­
gress : October 8, 1974 . 

All e .... · ;t.; t~ re. ·-· .,,,.,,...,., ..... o 1--1-1 ,.., r,,... ·l,.:I 0.1. .... :ie 1:1-1.. ... a .1.\_::;, 1:0'1. .. u ......... _gu_a_ ... o .. S .1...,u -
be -ccc-~ - - : ~ .. ~ ~., vi' cc"O':J.::0 ~""::c-r---~~,,...- c-= -""'~~ c! ···::-'~· ·-:.:.- U: , ..t. .o.> t...t.:.. -'-!.: . •• ·-·· ·- ~ .._ ~~ • ._--

trust la~s. Vigorous ~~~itrqst ~ction ~~sc be 
part of t hs e~!drt to ?rc~ote co~pctition. 

R~mar~3 of t~~ ?re sident at -..... -~·--= 

White Ec11se Conf e~-~::ce 0:1 =-~~~::: :..:. -: 
and Econo~ic Affai=3 . High~ay 
Hotel. April 18, 1975 . 

Agencies enc~ged in regulatory activities can 
Cvnec~ ... :.... .., •. ~~:::. r_ ...... ; ...... us~ I'; p~ c:::.: '°\n 0..: t-h~ i'..::i-.::iy~-""-t- . '- - ..... ""4- -··- -~~'--\..- '- :...J-..,--..Lvl. - _ ... _ u~::'-- -

ment O f= - •• <: .... ;,...<> ··1· 1 1 co ..... +-;nu""" :..0 a.,..,..,.o f=or ,..~---n-- uu-~_....,_ e\.... ··-.,.,•· '\,.; \... ·~"'-- - .._- ... ~.:---

tition a~~ lc~er consu~~r prices as a particl?~~= 
in your ~;~ncy•s proc~edings . Further~ore, the 
Attor::~~·- '~ :2 ::c:.-2l · .. :i.!.l CG!1t:inue to ins:.!r:! vigo::-0~5 
anti trt:.5 !:. :?rCS-S-Cu ti0:1 to r-=rr:-:)Ve pri Va te SeCtO::' 
barrie=s ~~ co~?G ti~~c::. 

Presid~nt Fore, Vic~-?r~sic~~~ 
Rocke~~llc~, ~it~ ~==~~=3 ~= 
the Cabinc:, ~nd Ind~~en~e~t 
Regul~tory C=~::iissioncrs. 
July 10, 1975. 

• • . . 
. . .. . . 

~· 

-
f3 

.. 
~ · 




