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THE WHITE HOUSE

WASHINGTON

May 14, 1975

ADMINISTRATIVELY CONFIDENTIA L

MEMORANDUM FOR: JIM LYNN . My
FROM: | JERRY H,{JONES~

g 4, T ot '\5;?(
SUBJECT: Railroad Revitalization Act

Your memorandum to the President of May 9 on the above subject has
been reviewed and Option 2 -- include in the legislation a provision
limiting the use of general rate increases to increased labor and fuel
costs only -- was approved,

Please follcw-up with the appropriate action,

Thank you.

cc: Don Rumsfeld
Jim Cannon
Rod Hills
Alan Greenspan
Jack Marsh
Max Friedersdorf



THE WHITE HOUSE

WASHINGTON DECISION
MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNONW
SUBJECT: RATILROAD REVITALIZATION ACT

Attached is a memo from Jim Lynn which seeks your decision

on whether or not the Administration's railroad bill should
contain antitrust immunity for discussion by railroad rate

bureaus on general rate increases.

Bill Coleman wants to include such antitrust immunity for
discussions of a general nature predicated on cost increases
because of fuel and labor. Without such a provision, he feels
that the railroads will totally oppose our legislation, thus
seriously damaging its chances in Congress. Jim Lynn,

Alan Greenspan and the Attorney General believe that the
legislation you send up should not contain such antitrust
immunity because effective deregulation should promote full
competition, including rate competition. They further argue
that Congress is likely to include such a provision anyway,
and if we send a bill up without it initially, it will in-
crease our chances to use it as a trade-off during the legis-
lative process, thereby avoiding other weakening provisions.

Because the provision is likely to be included by Congress
in any event, it really comes down to a legislative strategy
call, and on this point Bill Coleman feels strongly that it
should be in from the outset.

DECISION
®* 1Include antitrust immunity for discussions by rate bureaus
on general rate increases for labor and fuel costs (sup-
ported by Coleman, F 'g§7rsdorf, Cannon, Rod Hills).

Approve Disapprove




No antitrust immunity (supported by Justice, Greenspan,
Lynn, Council on Wage and Price Stability, Marsh).:Z
.

Approve Disapprove M

Note: Bill Seidman supports the limited immunity only if
we are likely to lose the whole bill without it.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MaY g 1975
MEMORANDUM FOR: THE PRESIDENT .
FROM: JAMES T. LYNN D W
SUBJECT: RAILROAD REVITALIZATION ACT

Issue

Before we can send the rail bill to Congress, the Department of
Transportation has raised one final issue for decision. Should the
rail regulatory reform bill (the Railroad Revitalization Act) pro-
pose the elimination of antitrust immunity for rate bureau discus-
sions and agreements on general rate increases?

Background

In 1948, Congress passed the Reed-Bulwinkle Act amending the Interstate
Commerce Act to permit carriers to form rate-setting groups known as
rate bureaus to set rates and charges for transportation services.
Rates set in this manner are filed with the ICC, and the underlying
agreements are immunized from prosecution under the antitrust laws.
This provision of the Interstate Commerce Act not only authorizes

and immunizes voluntary rate agreements among carriers, but also
enables several carriers to work together to impose cartel rates on
other carriers.

In drafting the proposed regulatory reform legislation in the rail

area, members of the Executive Branch Task Force (DOT, DOJ, CEA, CWPS,
and OMB) agreed upon the need to substantially reduce antitrust immunity
for those rate bureau activities which serve to restrict competition

and discourage pricing flexibility and new service innovations. Accord-
ingly, language was drafted which would outlaw specific anticompetitive
activities, while preserving essential administrative services pro-

vided by the rate bureaus; e.g., the publication of rates, the collection
of statistics, the arranging for the interchange of traffic over the
lines of two or more carriers, etc.

The bil1l as currently written would immediately upon enactment prohibit
discussion, agreements or voting on single-line rates, 1imit participa-
tion in discussions of joint 1line rates to carriers actually involved

in the movement, and prohibit rate bureaus from taking action to suspend
or protest rates. After three years, discussion and agreement on general
rate increases (across the board percentage increases to compensate for
inflation, higher fuel costs, etc.) would also be prohibited.
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However, in recent discussions with the railroads and various interest
groups, DOT has encountered strong objection to the prohibition of
general rate increases. Accordingly, they would propose to amend the
bi1l before it is submitted to permit general rate increases to cover
increased costs of fuel and labor only.

Options:

Option 1: As agreed by the task force, include in the legislation a pro-
vision to outlaw general rate increases beginning three years after enact-
ment of the bill.

Pro: MWhere increases in costs occur, individual railroads will
have flexibility under the new legislation to increase
their prices without need to resort to cartel type action.
This approach is in keeping with overall Administration
policy of eliminating anticompetitive activities. It main-
tains a standard approach toward all price-fixing activities
of the rate bureaus and is consistent with the position we
expect to take in truck and air regulatory reform proposals.
Elimination of this provision might make the Administration's
proposal appear rather anemic. Including the proposal pro-
vides room to negotiate and compromise with the Committees
and interest groups later if necessary.

Con: Such a provision will be vigorously opposed by the industry.
(DOT maintains that by including it, we will lose railroad
support for the legislation.) In addition, it could be
viewed as an unreasonable policy considering the current
financial difficulties facing the railroads. If Congress
does not allow the proposed pricing flexibility, the elimi-
nation of general rate increases could cause major financial
problems to the industry.

Option 2: Include in the legislation a provision limiting the use of
general rate increases to increased labor and fuel costs only.

Pro: Such a position would improve chances of obtaining industry
support for the bill. It might be viewed as a more reason-
able approach in light of the financial problems of the
railroads. In addition, it leaves some mechanism in place
to permit accelerated price increases should Congress fail
to approve the proposed pricing flexibility.

Con: Such an approach continues to sanction price-fixing activities.
It could be viewed as being in conflict with the bill's in-
creased pricing flexibility since permitting collusive price-
fixing even on this limited scale, could negate the competitive
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benefits otherwise gained. In addition, most general rate
increases now are requested in the name of rising fuel or
labor costs; thus, while this approach appears to limit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentially

puts labor negotiations on a cost-plus basis and could

be viewed as encouraging indexing of labor and fuel

prices.

Decision

Option 1: (Supported by: Justice, CEA, CWPS, OMB

Option 2: (Supported by: DOT)






THE WHITE HOUSE

WASHIMNGTON

May 12, 1975

MEMORANDUM FOR: JERRY JONES
PROM: MAX L. FPRIEDERSDORF
SUBJECT: Lynn Memo 5/9/75

Railroad Revitalization Act
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MRY 8 175

MEMORANDUM FOR: THE PRESIDENT .
L,&M’/

FROM: JAMES T. LYNN

SUBJECT: : RAILROAD REVITALIZATION ACT

Issue

Befere we can send the rail bill fo Congress, the Department of
Transportation has raised one final issue for decision. Should the
rail regulatory reform bill (the Railroad Revitalization Act) pro-
nose the elimination of antitrust immunity for rate bureau discus-
sions and agreements on general rate increases?

Background
In 1948, Congress passed the Reed-Bulwinkle Act amending the Interstate
Commerce Act to permit carr1ers to form rate- seut1nq groups known as

Yot DUNCLUS TO 38T VGUES and Chiarges jur Lranspuridilion services.

Rates set in this manner are filed with the ICC, and the underlying
agreements are immunized from prosecution under the antitrust laws.
This provision of the Interstate Commerce Act not only authorizes
and immunizes voluntary rate agreements among carriers, but also
enables several carriers to work together to impcse cartel rates on
other carriers.

In drafting the proposed regulatory reform legislation in the rail

area, members of the Executive Branch Task Force (DOT, DOJ, CEA, CHWPS,
and OMB) agreed upon the need to substantially reduce antitrust {mmunity
for those rate bureau activities which serve to restrict competition

and discourage pricing flexibility and new service innovations. Accord-
ingly, language was drafted which would outlaw specific anticompetitive
activities, while preserving essential administrative services pro-

vided by the rate bureaus; e.g., the publication of rates, the collection
of statistics. the arranging for the interchange of traffic over the
lines of two or more carriers, etc.

The bill as currently written would immediately upon enactment prohibit
discussion, agreements or voting on single-line rates, 1imit participa-
tion in discussions of joint line rates to carriers actualily involved

in the movement, and prohibit rate bureaus from taking action to suspend
o protest rates. After three years, discussion and agreement on generel
rate increasss (across the board percentage increases to compensate for
inflation, higher fuel costs, etc.) would also be prchibited.
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However, in recent discussions with the railroads and various interest
groups, DOT has enccuntered strong objection to the prohibition of
general rate increases. Accordingly, they would propose to amend the
bill before it is submitted to permit general rate increases to cover
incraased costs of fuel and labor only.

Options:

Option 1: As agreed by the task force, include in the legislation a pro-
vision to outlaw general rate increases beginning three years after enact-
ment of the bill. '

Pro: Where increases in costs occur, individual railroads will
have flexibility under the new legislation to increase
their prices without need to resort to cartel type action.
This approach is in keeping with overall Administration
policy of eliminating anticompetitive activities. It main-
tains a standard approach toward ail price-fixing activities
of the rate bureaus and is consistent with the position we
expect to take in truck and air regulatory reform proposals.
Elimination of this provision might make the Administration's
proposal appear rather anemic. Including the propoesal pro-
vides room to negotiate and compromise with the Committees
and interest groups later if necessary.

Coii: Sulili @ provisiun will be vigurousiy opposed by Tne inaustry.
(DOT maintains that by including it, we will lose railroad
support for the legislation.) In additicn, it could be
viewed as an unreasonable policy considering the current
financial difficulties facing the railroads. If Congress
does not allow the proposed pricing flexibility, the elimi-
nation of general rate increases could cause major financial
problems to the industry.

Option 2: Include in the legislation a provision Timiting the use of
general rate increases to increased labor and fuel costs only.

Pro: Such a position would improve chances of obtaining industry
support for the bill. It might be viewed as a more reason-
able approach in light of the financial problems of the
railroads. In addition, it leaves some mechanism in place
to permit accelerated price increases should Congress fail
to approve the proposed pricing flexibility.

Con: Such an approach continuas to sanction price~fixing activities.
It could be viewed as being in conflict with the bill's in-
creased pricing flexibility since permitting collusive price-
fixing even on this limited scale, could negate the competitive
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venefits otherwise gained. In addition, most general rate
increases now are requested in the name of rising fuel or
labor costs; thus, while this approach appears to limit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentially

puts Tlabor negotiations on a cost-plus basis and could

be viewed as ercouraging indexing of Tabor and fuel

prices.
Decision
Option 1: (Supported by: Justice, CEA, CWPS, OMB
Option 2: __ (Supported by: DOT)



THE WHITE HOUSE

WASHINGTON

May 12, 1975

MEMORANDUM FOR: JERRY JONES
FROM: RODERICK HILLS
SUBJECT: Lynn Memo (5/9/75)

re Railroad Revitalization Act

All interested parties apparently agree that Option 1 (supported
by Justice CEA, CWPS and OMB) will be vigorously fought by
the railroad industry and that Congress will clearly agree with
the industry's position. DOT feels its Option 2 is a more
flexible alternative which will maintain its credibility with the
industry for the bill as a whole.

So stated, the dispute between Option 1 and Option 2 is one purely
of legislative strategy. Since DOT strongly supports Option 2,
its Option 2 should be accepted unless the President's legislative
advisers feel to the contrary. It is our understanding that Max
Friedersdorf, however, favors Option 2. The position of the
Counsel's office is that on matters of legislative strategy that

are not contrary to major Administration policy, the views of

the Department should prevail.



ACTICN MEMOWANDULL WASHINGTON LOG NO.:

ate: May 10, 1975 Time: 10:00 a.m,

FOR ACWION: Bob Hartmann EXAXXAXXEIXIXER Alan Greenspan
Jack Marsh Bill Seidman

il Buchen

Max Friedersdorf
Jim Cannon

=Y NI T ST EYY O ONITE R TOTT (6T TS YN
FROWM TIIE STATE 8

]D‘L).:: Date: I\AondaY’ MaY 12‘, 1975 Tirae: 12:00 noon

Lynn memo (5/9/75)
re: Railroad Revitalization Act,

X

e For Your Recommendations

Y 4 Sl SN FO
— e vesEt Heply
X Tiemth IO "o
JUS—— e R AXCLT INQ MO IS

PLIZASE ATTACH THIS COPY TO MATERIAL SUBMITTED




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

Bay g 57

e
8]

MEMORANDUM FOR: THE PRESIDENT ) M
FROM: JAMES T. LYNN | /M
SUBJECT: - RAILROAD REVITALIZATION ACT
Issue

Bafore we can send the rail bill to Congress, the Department of
Transportation has raised one final issue for decision. Should the
rail regulatory reform bill (the Rajlroad Revitalization Act) pro-
pose the elimination of antitrust immunity for rate bureau discus-
sions and agreements on general rate increases?

Background

In 1548, Congress passed the Reed-Bulwinkle Act ang anding the Interstate
Commerce Act fo perm1t carr1crs to form rate-~-setting groups known as

+a b
YAl DUNLAUS YO 36T VGLes wiia \,ncuqc> Lur LrausSput Lalion services

Rates set in this manner are filed with the ICC, and the under1y1ng
agreements are immunized from prosecution under the antitrust laws
This provision of the Interstate Commerce Act not only authorizes
and immunizes voluntary rate zgreements among carriers, but also
enables several carriers tc¢ work together to impose cartel rates on
other carriers.

In drafting the proposed regulatory reform legislation in the rail

area, members of the Executive Branch Task Force (DOT, D0OJ, CEA, CWPS,
and OMB) agreed upon the need to substantially reduce antitrust immunity
for those rate bureau activities which serve to restrict competition

and discourage pricing flexibility and new service innovations. Accord-
ingly, Tanguage was drafted which would outlaw specific anticompetitive
activities, while preserving essential administrative services pro-

vided by the rate bureaus; e.g., the pubiication of rates, the collection
of statistics, the arranging for the interchange of iraffic over the
lines of two or more carriers, etc.

The bill as currently written would immediately upon enactment prohibit
discussion, agreements or voting on single-line rates, limit participa-
tion in discussions of joint line rates tc carriers actually involved

in the movement, and prohibit rate bureaus from tuking action to suspend
or protest rates. After three ye2ars, discussion and agreement cn gewe“*=
rate increases (across the board percentage increases to compensate for
inflation, higher fuel costs, etc.) would alsoc he prehibited.
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However, in recent discussions with the railroads and various interest
groups, DOT has encountered strong objection to the prohibition of
general rate increases. Accordingly, they would propose to amend the
bill before it is submitted to permit general rate increases tc cover
increased costs of fuel and labor only.

Options:

Option 1:

As agreed by the task force, include in the legislation a pro-

vision to outlaw generai rate increases beginning three years after enact-
ment of the bill.

Pro:

VO

Option 2:

Where increases in costs occur, individual railroads will
have flexibility under the new legislation to increase

their prices without need to resort to cartel type action.
This approach is in keeping with overall Administration
policy of eliminating anticompetitive activities. It main-
tains a standard approach toward all price-fixing activities
of the rate bureaus and is consistent with the position we
expect to take in truck and air regulatory reform proposals.
Elimination of this provision might make the Administration's
proposai appear rather eanemic. Including the proposal pro-
vides rcom to negotiate and compromise with the Committees
and interest groups later if necessary.

SUCH a piuvisiun will DE vigurousiy uppused by tne inoustry.
(DOT maintains that by including it, we will lose raiiroad
support for the legislation.) In addition, it could be
viewed as an unreasonable policy considering the current
financial difficulties facing the railroads. If Congress
does not ailow the proposed pricing flexibility, the elimi-
nation of general rate increases could cause major Tinancial
problems to the industry.

Include in the legislation a provision limiting the use of

general rate increases to increased labor and fuel costs only.

Pro:

Such a position would improve chances of obtaining industy)
support for the bill. It might be viewsd as a more reason-
able approach in light of the financial problems of the
railrcads. In addition, it leaves some mechanism in place
to permit accelerated price increases should Congress faiil
to approve the proposed pricing flexibility.

Such an approach continues to sanction price-fixing activities.
It could be viewed as being in conflict with the bill's in-
creased pricing flexibility since permitting collusive price-
fixing even on this Timited scale, could negate the competitive
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benefits otherwise gained. In addition, most generai rate
increases now are requested in the name of rising fuel or
labor costs; thus, while this approach appears to limit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentially

puts labor negotiations on a cost-plus basis and couid

be viewed as encouraging indexing of labor and fuel

prices.

Decision

Option 1: (Supported by: Justice, CEA, CWPS, OMB

Option 2: (Supported by: DOT)
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benefits otherwise gained. In addition, most general rate
increases now are requested in the name of rising fuel or
labor costs; thus, while this approach appears to Timit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentially

puts labor negotiations on & cost-plus basis and could

be viewed as encouraging indexing of labor and fuel

prices.

Decision

Option 1: (Supported by: Justice, CEA, CWPS, OMB

Option 2: (Supported by: DOT}
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XECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20502

By S 9y 5

MEMORANDUM FOR: THE PRESIDENT .

FROM: JAMES T. LYNN g"w
SUBJECT: - RAILROAD REVITALIZATION ACT
Issue

Before we can send the rail bill to Congress, the Department of
Transportation has raised one final issue for decision. Should the
rail regulatory reform bill (the Railroad Revitalization Act) pro-
pose the elimination of antitrust immunity for rate bureau discus~
sions and agreements on general rate increases?

Background

In 1948, Congress passed the Reed-Bulwinkle Act amznding the Interstate
Commerce Act to pnrm1t carr1ﬂrs to aovm rate-setting groups kriown as

-+ e
vots BUrcaus 1o st vates ana uu.:u Yo rut unlhpu* ialion services,

Rates set in this manner are filed with the ICC, e3¢ the underlying
agreemznts are imnunized from prosecution under the antitrust laws.
This provision of the Interstate Commerce Act not gnly authorizes
and immunizes voluntary rate agreements among carriers, but also
enables several carriers to work together to impose cartel rates on
other carriers.

In drafting the proposed regulatory reforimn legislaiion in the rail

area, members of the Executive Branch Task Force (FOQT, DOJ, CEA, CWPS,
and OMB) agreed upon the need to substantially redwce antitrust immunity
for those rate bureau activities which serve to restrict competition

and discourage pricing flexibility and new service innovations. Accord-
ingly, language was drafted which would outliaw specific ant1competitive
activities, while preserving essential azdministrative services pro-

vided by the rate bureaus; e.g., the publication of rates, the collection
of statistics, the arranging for the interchange of traffic over the
lines ¢of twe or more carriers, etc.

The bill as currentiy written would immediately uptn enactment prohibit
d1scuss1on, agreements or voting on single- 1ine rades, 1imit participa-
tion in discussions of joint line rates to carriers actually involved

in the movement, and prohibit rate bureaus from taking action to suspend
or protest rates. Aftnr three years, discussion zid agreement on censral
rate increazses (across the board percentage increaszs to compensate for
inflation, higher fuel costs, etc.) would also be grohibited.
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However, in recent discussions with the railroads and various interest
groups, DOT has encountered strong objecticn to the prohibition of
general rate increases. Accordingly, they would propose to amend the
bi1l before it is submitted to permit general rate increases to cover
increased costs of fuel and labor only.

Optiens:

Option 1: As agreed by the task force, include in the legislation a pro-
vision to outlaw general rate increases beginning three years after enact-
ment of the bill.

Pro: Where increases in costs occur, individual raiiroads will
have flexibility under the new Tegislation to increase
their prices without need to resort to cartel type action.
This approach is in keeping with overall Administration
policy of eliminating anticompetitive activities. It main-
tains a standard approach toward all price-fixing activities
of the rate bureaus and is consistent with the position we
expect to take in truck and air regulatory reform proposals.
Elimination of this provision might make the Administration's
proposal appear rather anemic. Including the preposal pro-
vides room to negotiate and compromise with the Committees
and interest groups later if necessary.

Coit. Sulii a Ppruvision will be vigorousiy opposed Dy tne industry,
(DOT maintains that by including it, we will lose railroad
support for the legislation.) In addition, it could be
viewed as an unreasonable policy considering the current
financial difficulties facing the railrcads. If Congress
does not allow the proposed pricing fiexibility, the elimi-
nation of general rate increases could cause major financial
problems to the industry.

Option 2: Include in the legislation a provision limiting the use of
general rate increases to increased labor and fuel costs only.

Pro: Such a position would improve chances of obtaining industry
support for the bill. It might be viewed as a more reason-
able appreoach in 1ight of the financial problems of the
railroads. In additicn, it leaves some mechanism in place
to permit acceleratad price increases should Congress fail
to approve the proposed pricing flexibility.

Con: Such an approach continues to sanction price-fixing activities.
It could be viewed as being in conflict with the bill's in-
creased pricing flexibility since permitting collusive price-
fixing even on this limited scale, could negate the competitive
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benefits otherwise gained. In addition, most general rate
increases now are requested in the name of rising fuel or
labor costs; thus, while this approach appears to 1imit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentialiy

puts labor negotiations on a cost-plus basis and could

be viewed as encouraging indexing of labor.and fuel

prices.

Decision

Option 1: (Supported by: Justice, CEA, CWPI. CMP

Option 2: (Supported by: DOT)
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EXECUTIVE CFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

af'eqy § 1975
MEMORANDUM FOR: THE PRESIDENT .
;\);//
FRCM: JAMES T. LYNN D?
SUBJECT: : RAILRCAD REVITALIZATION ACT
Issue

Before we can send the rail bill to Congress, the Department of
Transportation has raised one final issue for decision. Should the
rail regulatory reform bill (the Railroad Revitalization Act) pro-:. .:
pose the elimination. of antitrust immunity. for rate bureau discus—~ .
sions and agreements.on general rate 11creases7 :

Background

In 1948, Congress passed the Reed-Bulwinkle Act amending the Interstate
Commerce Act to pﬂrmit carriers to form rate-setting groups known as
Yat2 DUSCaUs o 38T vaies ana cnarges Tur Lraasporiation services.
Rates set in this manner are filed with the ICC, and the underlying
agreements are immunized from prosecuticn under the antitrust laws.
This provision of the Interstate Commerce Act not only authorizes

and immunizes vo]untary rate agreements among carriers, but also

enables several carriers to work together to impose carte1 ratas on -
other carriers.

In drafting the propOsed regulatory reform legislaticn in the rail =
area, members of-the.Executive Branch Task Force (DOT, DOJ, CEA, CWPS,

- and OMB) agreed upon the need to substantially reduce ant1trust immunt ty

for those rate bureau activities which serve to restrict competition

and discourage pricing:flexibility and new service innovations. Accord-

ingly, language was'drafted which would outlaw specific. anticompetitive

activities, while; preserv1ng essent1a] administrative services pro-

vided by- the rate;bureaus; e.g:, the publication of rates,-the co]leet1on

of statistics, the arranging for. the 1n+erchange of traff1c.over the. -

lines of two or more carriers,. etc. o

The bill as currently written would immediately upon enactment prohibit
discussion,_agreements or voting on sing]e—1ine~rates, 1imit participa-
tion in discussions of joint 1ine rates to.carriers actually involved

in the movement, and prohibit rate bureaus from taking action to suspend
cr protest rates. After three years, discussion arnd agreement on general
rate increases (across the board percentage increases to compensate for
inflation, higher fuel costs, etc.} would also be prohibited.
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benefits otherwise gained. In additicn, most general rate
increases new are requested in the name of rising fuel or
labor costs; thus, while this approach appears to limit the
use of general rate increases, in effect it merely preserves
the status quo. Furthermore, this approach essentially

puts labor negotiations on a cost-plus basis and couild

be viewed as encouraging indexing of labor and fuel

prices.

Dacision

Option 1: (Supported by: Justice, CEA, CWPS, OMB

Option 2: (Supported by: DOT)
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However, in recent discussions with tne railroads and various interest
groups, DOT has encountered strong objection to the prohibition of
general rate increases. Accordingly, they would propose to amend the

bill before it is submitted to permit general rate increases to cover
increased costs of fuel and labor only.

v (P
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Options:

Ogtion As agreed by the task force, include in the legislation a pro-
vision bo cutlaw general ratD increases beginning three years after enact-
ment of the bill.

Pro: Where increases in costs occur, individual railroads will
have flexibility under the new legislation to increase
their prices without need to resort to cartel type action.
This approacnh is in keeping with overall Administration.
policy of eliminating anticompetitive activities. It main-
tains a standard approach toward all price-fixing activities
of the rate bureaus and is consistent with the position we
expect to take in truck and air regulatory reform proposals.
Elimination of this provision might make the Administration's
proposal appear rather anemic. Including the proposal pro-
vides room to negotiate and compromise with the Comm1ttees
and interest groups later if necessary.

Coii: Such a provision will bDe vigorousiy vpposed by tne industry.
(DOT maintains that by including it, we will lose railroad
support for the legislation.} In additicn, it could be
viewed as an unreasonable policy considering the current
financial difficuities facing the railroads. If Congress
does not allow the proposed pricing fTexibi]ity, the elimi-
nation of general rate increases could cause maJor f1nanc1a1
problems to the industry.

Option 2: Include in the legislation a provision limiting the use of
general rate increases to increased labor and fuel costs only.

Pro: Such a position would improve chances of obtaining industry
support for the bill. It might be viewed as a more reason-
able approach in light of the financial problems of the
railroads. In addition, it Teaves some mechanism in place
to permit accelerated price increases should Congress fail
to approve the proposed pricing flexibility.

Con: Such an approach continues to sanction price-fixing activities.
It could be viewed as being in conflict with the bill's in-
creased‘BE“f1ng flexibility since permitting collusive price-
f§x1 on this limited scale, could negate the competitive

pu P . - .






