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FOR IMMEDIATE RELEASE JUNE 10, 1975

Office of the White House FPress Secreta

THE WHITE HOUSE /

illiam F. Ge

The White House today announced the designation o
as Deputy Director for Domestic Economic Policy, Economic Polic
Board. Mr, Gorog, formerly chairman and chief execurive officer
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. Corog 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 gradvate 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.



THE WHITE HOUSE

WASHINGTON

August 1, 1975

MEMORANDUM FOR JAMES M. CANNON
FROM:

SUBJECT:

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.



THE WHITE HOUSE

WASHINGTON

July 25, 1975

MEMORANDUM FOR JAMES M. CANNON

FROM: L. WILLIAM SEIDMAN —é22a1:2>

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 EQ 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

iIS/.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
Permaneﬁt Unemployment Insurance Changes
Taxation of International Investment
Administration Position on Utility Rate Increases

National Economic Planning

Economic Effects of Potential OPEC 0Oil 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 Liegislation Initiative

MTN

Financial Support Fund
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11.

MAJOR ISSUES/ECONOMIC-ENERGY

Cut government regulation of economic sector.

The economy--no new spending programs, balanced
recovery to improve unemployment and cap inflation.
Unemployment—--economic recovery is solution.
Energy--conservation and exploration for new
supplies.

Housing.

Farm policy--encourage market system.

Balance environmental and economic needs.
International economics--monetary reform; foreign
investment; continue raw materials; supplies; food.
Deficit (size).

Tax reform.

Capital formation.
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MEMORANDUM FOR:" PHIL BUCHEN 0 W M

FROM: ED SCH\AULTQ

SUBJECT: Antitrust Policy J W

You will recall in his Democratic '"'State of the Union' reply mé‘L
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.' Later in the message Muskie said
that we need an antitrust policy that will move immediately to prevent
powerful firms 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 nomination promised that they would take
vigorous antitrust enforcement actions.

It seems to me that the President and his Administration should not
be placed in the position of merely reacting to old, stale, antitrust
ideas coming from the Congress. We should consider the preparation
of a clearly articulated antitrust pSlicy and prograrm withtmr thre——
PRETUtve branch which would emphasize the real strengths in the
‘Administration's econormic program (e. g. , ireer trade and aatic

Totectionism, 1n bo e rnatichal arenas, as
ways of getting more competition into our economy rather than
breaking up oil and auto companies 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. 1 doubt that this job should be left
solely to the Antitrust Division because its relationship with
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congressional oversight committees makes it difficult for the
Division to change the status quo. ‘

Attached are some newspaper articles concerning some very
guestionable 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).

ce: Jim Cannon/
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ICONSUIIERS HEAR -
| ANTITRUST PLEDGE

Business Reform Stressed
At Parley in Washington

—— e

By FRANCES CERRA s

Saestal to The New York Timed
WASHINGTON, Jan. 22 —=
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DRAVT :4/7/75

FROM:.

SUBJECT:  Antitrust Policy and Program

Issue

During recent months, there has b?en a revival of interest in
antitrust legislation, especially in the Congress. The days of
Yantitrust on ice" are over; it is becoming a "motherhood issue.
ﬁuch legislation is in the works on which the Administration
will need to take a position. In addition, we will want to
push for enactmentAcf our own antitrust prograr (e.g.,
harmonizing the antitrust laws and the statutec of the
regulatory agencies in cases where deregulation is not
appropriate or feasible; repeal of fair trade laws and

Robinson-Patman reform; modification or repeal of certain

antitrust immunities; and patent law reform.

OMB could play an extremely important balancing role over
the next several months to assure both that the President
has a’'range of views and that the Administration is acting
creatively, not defensively and reactively, to antitrust

legislation., In part, this requires that the Adninistraticen

develon its own antitrust philosophy, at least for internal



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

Since the President's October 8 message in_which he stated,

"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-
btion to increase antitrust penalties was enacted last session.
Amendments to the Antitrust Civil Process 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 anticipate 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., energy and

defense). See issues at Attachment A.
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Senate action is also expected early this swucer on the
Administration's patent law reform bill, S. 1308 sponsored

by Senator Hugh Scott, which attempts to harmonize the

patent and antitrust laws.

Congressional Developmaents. The efforts on the ﬂill are

led by Senator Hart and Judiciary,Committee iiberal Democrats
(Kennedy, Dayh, etc.) with the participation of Hugh Scott.
[0 major pieces of legislation, already introduced, are:

--8, 1136 - Antitrust Enforcement Act of 1975,

sponsored by Hart and 42 bipartisan co-sponsors.

The bill would authorize sharply increased, separate
and equal, appropriations for FY 76-78 for both the
Antitrust Divisiop ané FTC's Bureau of Competition.
Both antitrust bureaus would each receive $25 million
in FY 76, $35 million for FY 77, and $45 million for
FY 78. Currently, the appropriation for our Antitrust
Division is $17 million and the Bureau of Competition
gets $12.5 million. Our FY 76 budgeﬁ{would increase
this to $18.8 m?llion and $1$.Swmii1ién$ ?eépccﬁively.

(see discussion of issue il at Attachment A.) ..

-



--5.1284 - Antitrust Impbrovements Act of 1975,

cosponsored by Hart and Scott. This bill
consolidates a number of previous piecemcal efforts
to facilitate effcective antitrust enforcement. The
major provisions would amend the Agtitrust Civil
Process Act (as proposed by the Administration last
session); provide increased penalities for not obeying
FFTC 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 reguirements (a 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 issue #2

at Attachment A,

OMB staff also'reporfs that other major legislation will be
proposed over the next two or three weeks:
--A Hart, Kennedy bill admonishing all independent
regulaﬁory agengies to consider the anti-competitive
effects of their actions. "A regulatory agency shall

not sanction any practice that may lessen compectition



substantially unless the anti-competitive effects
of such a practice are clearly outweighed in the
public interest by the need to furgher other
objectives of the regulatory statute." (See issue #3 at
Attachment A.)

--A bill to nodify antitrust immunities in the
energy and éefense areas (é.g., the Emergency
Petroleum Allocation Act of 1973 and the Defense
Production Act of 1950)--action on this bill is

expected to be rapid, prior to the expiration of

thz Lnergy Act in August of this year.

Each of these bills relate closely to the objectives of
the Administration's program--both our attempt to (1) harmonize
the antitrust laws and the statutes of the independent

regulatory agencies and (2) the narrowing of certain antitrust

immunities: : e
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 llart as a floor

amendment on natural gas dercgulation legislation last

session,
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--Ilart's concantration legigclation will be reintroduced
that would rcqguire divestiture of monopoly power if
a corporation has greater than a 15% rate of return
or more than 50% of the market in any line of
comﬁerce in any area of the country for a given

period of time.

Direction of Future Administration Antitrust Efforts

A good cacse can be made, in view of this overzll legislative
‘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 fér 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 an;itrust budget increase bill.

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

" Administration could give its own distinct imprimatur,

consistent with a philosophy about the dangers of big

YR o™
BRo™.
,



government as opposed to big business. There is a new
antitrust philosophy that is gaining ground, much of it
related to the regulatory reform debate, that departs in
significant ways from the old "trust-busting" philosophy
of the recent past. This philosophy is reflected in the
legislative prograﬁ that we are developing or have already
sent to the Hill. Finally, this ghilosophy need not be
inconsistent with many of the legislative proposals (e.g.,
dncrease in antitrust authorizations, the Antitrust
Improvements Act) which will likely receive early action
in the Congress~-although the philosophy would result in a

different emphasis in terms of how additional resources and

improved machinery might be used.

At Attachment A, we have‘attempted to summarize these
divergent antitrust philosophies and how they bear on policy
and progra& in the present legislative setting. The
discussion of policy issues set forth there assumes that the
Administration is committed to the "new view" and that it
would also like to push aggressively for improvements in

. antitrust consistent with this view. The issucs are:



--If budget resources for the Antitrust Division

and the I"TC 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, bestvcomplement enhanced enforcement efforts

in a manner consistent with desirable antitrust

objectives?

--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 is in the public interest? Note, in
this regard, that this thrust has been the major policy
planning priority of the Antitrust Division since the
President's October 8 speech. Any debate over utilization
of increased antitrust resources and improved legal

N
machinery should focus on this priority area.

---Ilow can we sell to the éongress and the public-at-large
the notion that certain antitrust powers are excessive
(c.g., the Robinson-Patman Act), and that some enforce-

ment efforts may be possibly misdircected? The issucs



here relate closely to why we are not against
"bigness" per sc and do not wish to use the

£ antitrust laws to penalize economig efficiency in

% order tc pursuc largely psychological objectives
related to "smallness and decentralization”. Any
enhancement of antitrust enforcement and legal
machinery should assure tb?t economic efficiency is
served, not vague objectives relating to notions
about anti-competitive concentrations of economic
power embodied in attcmpts at divestiture, prevention

of certain types of mergers as a class, ctc.

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 pérticular industriés or activities, including regulated
ones; industries where the dispensations of government are
provided ih other ways (e.g., oil, agriculture) which no
business could win by itself in the marketplace. They range
from traditional dispensations (e.g., patent grants), though
subsidies and tax preferences, to all manner of laws and
rules that often favor special interests in lieu of the

public interest.
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The Appropriate OMD Role

In addition to our traditional concern thﬁt 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 ove% the next several months

in shaping a more clearly articulated antitrust policy and

-program.

The Justice Department, particularly under Attorney CGeneral
Levi, clearly will have a viewpoint on ﬁhe 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, especially 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 aﬂd negatively to Congressional developments,
and attempt to get the Administration to shape a policy and

program that is clearly its own.
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Recommendation

That we discuss these issucs internally in the near future.
) . kg .

I would suggest that we include Carl Collier, who 1is

familiar both with the recent Congressional developments

and the general issues, in any such discussion.

Further, the issues set forth abd@e and at Attachment A,
might be tzken up as an agenda item for Executive Committee

review at a future EPB meeting.

Finally, an Administration spokesman may ke invited to
testify at forthcoming hearings on the vérious Congressional
proposals. Hart's staff have already ingquired informally
as to who in addition 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 nwnber of action-

forcing events.

If you approve, I will arrange a meeting with appropriate

A

OMB staff at your conveniencc.



Antitrusl Policy In The
President Yoaislativae Sctting

During the past several years, two fundamentally divergent
antitrust philosophies have been cmerging. These philosophics,
and their relation to policy and program, might be summarized
as follows:

-~The "new view" of antitrust, which goes back to its
original purnooe-—kecping the economy open and free.
But the major threat to a competitive free enterprise
system is not, in this vigw, "big business" or con-
centrations of social and economic power in the
private sector. Rather, it is big government and
industries conspiring together in the creation and
perpetuation of shared moncpoly. An April Fortune

. article summarizes this view rather vividly: If an
industry trics to conspire to raise prices, it violates
antitrust. But if an industry goes to Washington, it
is not violating any laws, It can got the goveriment
to police the industry. The covernment becomes part
of the collusive agreccment. That's the high road to
monopoly. "

Examples abound in the regulated industries (e.qg.,
trucks, railroads, airlines) as well as industries
vhere the dispensations of government are provided
in other ways (e.g., o0il, agriculture) which no
business could win by itself in the marketplace. The
dispositions range from patent grants, through sub-
. sidies and tax preferenceg, to laws and rules that
favor special interests in licu of the public interest.
~-The "old view" of antitrust, while not necessarily
disagreeing with the new view, assigns a greater
priority to the problem of industrial concentration
and concentrations of social and economic power
There should be, in this view, a commitment to
"smallness and decentralization," if largely for
psychological reasons Competition, in this view,
means preventing and ellmlnatlng monopolvy and oligopoly
power in the private market sphere through divestiture

&



and rcorqganization of industry, prevention of
vertical (as opniosed to horizontal) mergers as

a class, maintaining laws that give small business
morc pover relative to large businesses, clc.
Under this view, legislation is needed to give

the antitrust aygencies (Justice and the FIC) iwore
power and more resources, as well as more specific
legislative guidance, to pursuc this sct of anti-
trust objectives.

Those who hold the more fundamenifal view clash with this
more recent view in a number of ways. For %Eamp]e, they
do not beclieve that a flat cendemnation of concentration
and oligcpoly based on current economic knowledge, is wise.
The rationale bechind preposals (such as Scenator Hart's) to
deconcentrate highly oligorolistic indusirics, hased on
observed correlations betwcecen mecasured cencentration and
profitability is weak; and many facltors besides the nunber
of firms in a market appear to be relevant to the com-
petitiveness of their behavior. Big companics, for
example, grow up in industries where large scale economies
can be effected. But so long as there are "competitive
rivilry" and no barriers to entry, the net result is
beneficial to the consumer. The presumed link between
concentration and profitability is lacking unless one can
also find significant entry barriers. "Over the last 50
years", it was recently observed, "the only firms that
have averaged a rate of return on capital of more than 15%
for long periods are those that the government protects
against the entry of compctition. The rate of return on
capital invested in New York City taxi cabs is now well over
1007% a year; the number of permits to operate cabs has not
been increased in over 35 years."

Those holding the more fundamental view believe that anti-
trust action should not be taken to create smaller firms,

or in anticipation of futurce consentrations that the markeb
might (or might not) produce. "Instead, it should con-
centrate on detecting and penalizing collusion". When the
government sues and wins for the wrong reasons, the consumer
isn't helped. The only result is another increment of
government power.
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Further, thev are concerncd about the advicability of certain
antitrust legiclation, most of it adopted during the 1930's
or shortly thercafter, which would scem to make little

sengsce in the curront econcnic soetting.  Huch of that
legislaticn (e.g., the Robinson-Patman Act, "fair trade laws®
was adopted in a time when we gave undue ‘emphasis to per-
ceived concentrations of cconcimic and sccial power and
attempted to penualize larger busincasses (and the consumer)

in favor of smaller businesscs. The goal of legitimate price
competition was thus sacrificed.

Much of this "new view" of antitrust, and the way in contrasts
with the "old view" is reflected’in the 1969 report of the
Task Force on Competition and Productivity. In particular,
the recommznded policy on ccmpetition in the regulated
industries, the develomnent of criteria for classces of cases
(including mergerc); the role of the FTC and reccawendations
-for charges in the Robinson-Pziman Act and a deemphasis on
deconcentration and attacks on vertical mergers—--all this
reflects the gencral thrust of the "new view", which also
reflcets the original purpose of antitrust.

Issucs of Legislative Stratecgy

Our fundamental philcsophy, and antitrust policy, bears
heavily on both what we should attempt to achieve and fend
off in the current legislative setting. The issues set
forth below assume thzt .the Administration is comnitted to
the "new view" and that it would also like to push aggressively
for improvements in antitrust consistent with this view.
The issues are:
1. Should budget resources for the Antitrust Division
and the FTC be further increased and, if so, how
should they be utilized?

R

2, How can improved legal machinery, including increascd
antitrust penalties and State/private antitrust suits,
best conplenient Federal enforcement efforts?

3. low can we build on the "compctition test” notion,
cwbodicd in forthccwming legislation sponsored by Jlart
and Kennedy, to better harmonize the antitrust laws
and the regulutory statutes?
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4. Jlow can we best odvance the notion that certain
antitrust powers are excessive and that some
enforcement efforts may be possibly misdirccted?

5. ©On the other hand, how do we aduwance the notion
that some @ntitrucst powers have becn unduly
restricted in ways that do not sexve the purposes
of economic efficiency?

A discussion of issues is set forth in the attached issue
papers. 7






" PROPOSGAL FOR PRESIDENTIAL SPEECH ON
COMPUTITLION AkD l EGULATORY RebORA

Althouch the engulfing theme of his entire rcegulatory re-
form c¢ifort is the revitalization of the frce market and

the promotion of in"rca'nd competition, the President has
not made & major address on competition and antitrust policy.
Concern that the Jaula,ory.cffort is pro-business and
anticonsumzr has been expressed both hy Congressional staff
and by Members of Congress.

Therefore, it might be useful to have the President speak
out on his views that effective competition is the key
ingredient of a strong and v1ablg frce market system.

Such a message snould include a statement in support of
rational and effective antitrust enforcement as an essential
companion to the fundamental reform of economic regulation
being soucght by the 2Administration. For example, most of
the emphasis in the press on the Rail Revitalization 2Act
recently sent to Congross, was devoted to the "pro-industry"”
measures such as pricing flexibility, financial assistance,
etc. The antitrust immunities which is opposed by industry
is just as important to competition as the pricing provi-
sions, but this has not been emphasized in the press. In
addition, other parts of the Administration's program such
as removal of the peperwork burden and opposition to a
consumer protection 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 rusiness of the government prctections they have en-
joyed in the past, to exempt activities such as cartel
ratemaking and market sharing agreements from antitrust
prosecution. These restraints cannct be ignored in any
program seeking to encourage and expand market competition.

It is essential that thic view be broadly expressed and
understood in order to build the bipartisan, consumer/busi-
ness constituency nceded to obtain enactment of reforms.
Such an acddress could also be used to respond to the many
Cengressional initiatives now being formed in the antitrust
arca such as the bill to increase. budgeted resources of
antitrust agencies, the ilart-Kennedy bill to strengthen
current antitrust law and enhance competition, etc.



Drafi Pr-osidential Svench on
Competiticon and Poegulatory Reform

August 25, 1975

Introduction

Today., I would 1ike_to focus‘on one of the programs of my
Administration which is of vital ipterest to you as
businessmen and citizens. Althouugh I have‘spéken often to
groups such as yours to enlist your support for elements of
éhis program, there are some less visible dimensions which
have caveed cercern within the business comnunity, and else-
where. I would like to address these issues frenkly and

candidly.

The basic issue my program addresses is the problem of

monopoly in American life. The program is a test of the true

commitment 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.

N

The evils of monopoly are well known: higher prices, slower
_innovation, less responsive services, and discriminatorx.
practices. But there is a folklore about monopoly that
conjures up giant predators lumbering through the cconomic

jungle devouring cverything in sight,
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Unfortunately, tﬁe folklore of giant predatorxrs and robber
barons has caused us, as a society, to often lose sight of
the plain reality that monopolics 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 noichoice for his as opposed to
another manufacturer's product in the market. 2 small bank -
in a remote community may be "the only game in town"--a very
real monopolist in relation to customers, and one that is
probably strencthened by governnent entry regulation 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
freguently with an "industry rate bureau" or "self-regulatory”
organiiation which has or purports to exercise governmental
powers.,
To an increasing extent, the problem of monopoly is a result
of governm;nt intervention to create and perﬁctuate shared
monopoly. Examples abound in the regulated industries-=
trucking, railéoads, ané the airlines--as wel} as industries

where the dispensations of government are provided in other

ways which no industry could win for itseclf in the market-
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place. The imposition of tariffs, [the various agricultural
programs:} , the enforccment of licensure, the control of
prices, and the legal restrictions on entry and on the
legitinate use of competitive tactics are the origins of

serious monopoly problems created by government dispensations.

The dispensations, of course, are pot all bad. For exzmple,
patents are created by law for a limited duration as a subsidf
to encourage technological innovation, And government con-
érols these limited monopoly grants to assure they are not
handed cut except for novel and useful inventions and are not

exploited in an anti-competitive manncr.

Of course, patents are not the only monopoclies created by law
and handed out by governmgnt. Broadcast licenses, trucking
certificates, and bank charters are familiar examples. Here
government takes various steps, often with limited success, to
assure that the holders of these grants serve the public us
well as thgmselves. Unlike patents, these grants do not tend
always to be of brief duration, nor are they clearly related

to innovative skill and effort.



More often than not, however, the dispensations represent

a "spccial benefit program” created to serve some small but
poWérful group in the economy at the cxpense of the gencral
taxpayer or the consumer.: [And these programs tend to
persist by inertia long after they have outlived their use-
fulness.] In addition to a wide 7ody 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 gradually accustomed to this
way of 1life, as well as the process that lcads to the creation
and perpetuation of monopoly privileges. In turn, we have
developed ambivalent attitudes toward monopoly. If an industry
tries to conspire to raisé prices, it violates our antitrust
1éws. 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, increcase agricultural support
prices, or‘bolice the industry against the iﬁtrusion of
potential competitors or the misbeﬁavior'of one of its own
members who desires to reduce prices, The Government becomes

part of the collusive arrangement and walks with them along

the high voad to monopoly.



[_In our laws, the basic conflict between the right of
collective pcfition and the illegality of attempting to
collude has been decided in favor of the right to petition.
The antitrust laws are not violated by agreements to petition
tre government to restrict competition--~but are violated when

such agreements do not involve government.]

Make no mistake, with a government organized, as it is, along
Yadvocacy" principles, the collective right to petition is an
integral part of our system of democracy. Yet, at the same
time, this system permits many interest groups to use govern-
ment for their own ends, and the decisions made often bear
little relationship to social benefits and costs. The problens
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 hidden through the

government] .

I do not intend to celebrate our Bicentennial by permitting
this process to go unchecked. The year of our founding was

also the year that Adam Smith's Wealth of Natiops swept

‘across the Europcan Continent and began to profoundly .shape, |
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our own cconomic and social system. Smith attacked the very
foundations of the mercantilist system, that pervasive system
of governmental monopoly and protectionism*in England and on

the Continent. In scveral chapers of the VWealth of Nations,

Smith described inefficiencies caused by government measures
to protect and subsidize industries, His thought profoundly
7

influenced the American Way, which traditionally to rely on
competitive markets to do most of the work of allocating
resources, organizing producticn, and providing economic
progress. In this way, we have obtained a greater degree of
efficiency than in other economies as well as a "higher
standard of living" with relatively higher payments to American

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

consuner,.

This phenomenal progress was made possible, in large part, by
econcmic thinking and social policy which abhorred government
intervention in the creation and perpetuation of monopoly.

Over the last several decades, however, our thinking has
changed. For good recasons and bad, we have continously expanded
‘'governnental po@er, and the scope and detail of governmental

controls over cconomic life. Under the "Blue Bagle" of the

KRA, we also began to accelerate the creation of "government
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sanctioned cartels" which, in spite of the quick demise of the
NRA, have become one of the more enduring types of monopoly
because it genecrally crnlists government to *help enforce the
scheme in the name of some worthy cause. Today, transportation
and insurance rate burcaus, shipping conferences, stock
exchanges, and proféssional associations continue to operate

7
in a congenial "cost-plus" environment -because government has

decided that the grours cr firms they represent need not or

cannot compete,

* * %

My message today is quite simply that we cennot confine con-
sideration of "the monopoly problem" to a few predatory giants
of the Age of the Robber ﬁarons, or a few contemporary giants
whom some suspect of doing evil at public expense. Rather,

we must 100# at the whole range of reality - from the small

firm with a monopoly franchise, to the government-sanctioned

cartel, to‘those that are systenatically using government to

serve their own ends to the detriment of the public intorest.
¥Ye must recognize that government does as much to create
monopoly as to control it. Our ultimate concern must be with

the cost of monoroly, howovaer ivposed.
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I repeat, as I have said before, some estimates that I have
seen place the combined cost of gevernment requlation and
reé%riétive practices in the private sector at more than the
Federal Covernment actually collects in income taxes--or
something on the order of $2,000 per family each year. 2And
these costs take no account of thefcost of subsidies and tax
preferences and other "special henefit programs" which are a

by-product of, and closely rclated to the prcblem I have

described.

ede

Ve nmust be concerncsd with reduc these costs, wherever
possible. In a word, we must be concerned with long-run

efficiency --with the ability of the system to deliver what

we want at the lowest cost.

Antitrust has an important role to play here. It enforces
our commitment to a competitive market that will achieve
efficiency——driQing down costs to their minimum and assuring
prices based on these costs. Competitive markets provide
rewards for successful risk-taking and innovation; and they
fcspond rapidl& to changing conditions. Antitrust law and

enforcement seeks to assure and promote these values.
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My Administration is committed to vigorous enforcement of
these laws. To achieve this, we are moving to expand
enforcement resources in the Justice Deparément and the
Federal Trade Commigsion, over and above the suhstantial

increases in recent years.

/

Congress is strongly behind this effort., New legislation,
providing more and sharper tools to the enforcement agencies,
is well along in Congress. This legislation, with bipartisan
co-sponsorship by Senators Hart and Scott, is known as the
Antitrust Improvements Act of 19275. It is truly an omnibus
bill, with 7 titles covering an 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 respects,

this legislation has my strong support.

Antitrust is in great favor these days: expanding enforcement
budgets and some strengthening of legal sanctions and enforce-
ment tools are desirable and widely popular ways of beginning

to build a vigorous, affirmative competition policy.
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Yet, such steps can confront only part of the "monopoly"
prcblem, and the steps ncw keing taken are rcally the casy
ones., Much more difficult will be dealing ,with the areas
which antitrust does not or cannot reach: the regulated and

legal mcnopolies, and the government-sanctioned cartels.

I am confident and encouraged that¢Congress will soon strike
down the so-called “fair trade" laws, which sanction price-
fixing which would otherwise be illegal under the antitrust

laws, {hfter many years, Congress is moving toward a desirable

R

and comprehensive reform of ovr patent laws, based on Adnini-
stration proposals to strengthen public and judicial confidence
in, and proper governmental control over, these limited

monopoly grants.]

The Administration has also submitted legislation to reform
the regulation of railroads and trucking. In addition to
constraininé the activities of the ICC in ratemaking and
restrictioqs on entry, the legislation would remove the anti-
trust immunity of industry rate bureaus to fix prices. Similar
legislation on reform of airline regulation, iﬁcluding the
,antitrust immunity of industry burecaus, will be submitted
shortly. But enactment of such legislation will not be easy

in the face of powerful oppositiocn,
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I also have underway a broad, in-depth Administration review
of many othzr legislative immunities to the antitrust laws—-

insurance and ocean shipping, for example.” I sce no reason,

e

n principle, why onc industry--such as insurancc--should be
exempt from these laws, while others--such as banking--are not.
All industries, however regulated ?nd by whom, should be subject

to the interplay of competitive forces, to the maximum degree

that government can make that possible.

In scme cases where, by Congressional mandate or judicial
interpretation of that mandate, activities which may create
advantages to special interest groups lie out of the reach of
the antitrust laws, we must take special steps to promote a
vigorous competition policy. A special White House group is
working with the Congress; the Executive Branch agencies, and
the independent regulatory 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 actions, and that there is a better
representation of consumer interests when government proposes

new rules and regulations. We are making special efforts to

assure that the effects on competition and economic efficiency,
which translates into lower vrices for the consumer, arce taken

fully into account.
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I will be taking further stops‘to institutionalize a vigorous
competition policy within the very heart of government, of
which these refreseht 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

7

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 industrieé such as transportation or
financial institutions. Perhaps we have reached the stage where
we should also consider broad, affirmative legislation that
could help us come to griﬁs with the more pervasive monopoly
problems--created by government--with which the anfitrust laws
cannot adeqéately deal. But such fundamental changes in the
basic law must, I think grow out of a public demand for actionl
similar in\intensity to that anti—monopo}y coalition of farmers
and small businessimen which brought about the first of our
.antitrust laws--the Sherman Act--which is now widely regarded,
in its generality, flexibility, and principled nature, as our

Economic Constitution.
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Whatever thc means té the desired end, we now nced new
principles, embodied bcth in law and in the institutions of
government, that will permit our Nation to" regain our economic
freedoms and which will provide new safequards against those
seeking special ant;—competitive and monopolistic advantages
from the government. The present antitrust laws, created in -

7

other times and to guard against other kinds of monopoly--
"the big trusts"--are not by themselves sufficient to do the

job.

At times, the law has dealt with "monopoly"--actual or imagined--
by protecting competitors, rather than insuring competition.
Whether by enacting government-supported entry barriers or by
minimum price regulation or by other ways of cutting back on
the flexibility of the coﬁpetitive process, government has
adopted laws which 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 amendéd in 1936 by the Robinson-Patman Act to protect
small grocery stores against a threatened monopoly. The
monopoly did not materialize--but the efficicncies and con-

venience of chain-storc supermarkets did, Nevertheless, the
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statute lives on--making pricing of many products less
flexible--making it havder for tough buyers to break

oligopoly pricing patterns by large sellers.

[When Congfess returns in September, I will submit
legislation calling for the repeal of the Robinson-Patman
Act;] I do s0 knowing that the prgposal for repeal will be
strongly, and sometimes bitterly opposed, by many of ?ou.
Yet, I ask you to recognize that, in reality, the law has
done much harm, and little affirmative gocd, to both ycu and

the econony.

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 ﬂot believe that we 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 community.

Rather, we all must be willing to make small sacrifices for
change which will benefit us all. Your true commitment to both
the principle of economic frcedom and its restoration in a

~

free enterprise system is at stake. Thé overall program can
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succeed with your active support and belief in its underlying
principles, even if you, as individuals, do not actively

support 2all elements of the program. Dut, overall, your
support is the key to preserving the American Way. For

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

7
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Tha President has spoken hefort on the need for a fundamental
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LIPS

The Administration is concerned that Government has done as
much to crecatcs onoooly as ‘to contrel it. Ve need tvo lcok
at the whole range oI “o“ogolv—~vn1ca comes in all sizes and
shapes. There is not only the traditional kind of monopoly.
But ths=re is also government monopoly r?nging froem the small
franchise (say, a small bank in a remote ccmnunity protecced
by governmant en*ry barriers) to government sanctioned carte
controlling entire industries (rail, truck, and airline rate
bureaus).

1ls

This Administration is concerned that the public better
understand the need for a real commitment to a vigorous pro-
compatiticn policy that looks across-the-board at the
"monopQly prenlem." This is a tiite-when anti-business feelings
run high. A recent poll by Peter Hart shows that 61 percent

of Americans balieve there's a big business conspiracy to
keep prices high. Only -17 ‘percent favor the present econcmic
systea; 41 percent want r“]or changes, 1nc1ud1ng scrapping

the frce enterprisc system.
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In many ways, we have rcached the stage where such a large
nunber of seople no loncor believe in the system kccausc
Government has permitted the political process to replace
the markot in regulating the ecsnomy. Government, in fact,
has bgéen the major culprit--covernment intervention to
greate and perpecuate practiccs that are antithetical €o
competition. The Administration's regulatory reform progran
actively sccks to cnd this government "protectionism”.

During a time of high prices and unemployment--ard when the
economic wie has been getting smaller--the Haticn can no
longer alffcrd a system that permits special interests groups
to use Government for their own ¢nds. Government rust be
used to encourace and protect competition, rather than to
protect comuatitors against one and%fer. Competition,
enforced by the antitrust laws, can®#o more of the work of
allocating resources, organizing producticn, and nroviding
for econonic progress. It can "police" the market much
better than regulation has done in the past.

Up until 40 vears ago, our Nation had a commitment to
competitive values. We abhorred government intervention
in the marketplace--we let the market make most decisions
in terms of econcmic efiiciency, rather then lettiing the
political system make them. In this way, the country was
able to obtain a much greater dearee of efficiencv than in
other econcmic systems, as well as a much "hicher standard:
of living" and higher payments o American workers with
lower costs of goods and services to the American consumer.
This was the direct-result of real competition bringing
about maximum economic efficiency.

The reforms the
Adrinistration is proposing must be viewed as "pocketbocok®
issues. The Administration is telling the 61 percent of the
people who believe that there is a big business conspiracy
to keep prices high to look more carefully at what Govern=ent
has been doing. The antitrust laws can protect us against
those who collude to fix prices in the private sector. Bu:
when Government joins the conspiracy by giving legal sanccicn to
these. practices--who is left to protect the consumer? In fact,
the law is used to impose untold billions of added costs on
the consuner. '

The President's program of regulatory reform and antitrus
is an ambitious attempt to revers2 the trends of the last
40 years and calls for a real comanitment to competitive
values. tlere are its clements:



A. Improving Traditional Antitrust Enforecoment

-=The Administration has been moving to expand rescurces
in the Justice Dopartment and the FTC. Increased
resourcaes and persontiel have been devoted not only to
traditional antitrust activities, but also to rcgulatory

~reform efforts. Congress is also strongly behind an
effort to increase resources (as indicated by the
Congressional Democratic Policy Statement at the
regulatory summit and authorizing legislation (S.1136)
supported by 43 Senators that would triple the budgets
of the antitrust agcncies over the next three years).
Although the Administration has opposed this specific
legislation 2s being too much of an increase too
qguickly, we are committed tfsthe general objectives
underlying the effort. :

--I.ast Octobker, the President urged that Congress enact
legicslation to both (1) increase criminal and civil
antitrust penalties and (2) expanded the investigatory
powers of th2 enforcement agencies by amending the =
Civil Process Act. Congress enacted the legislation
to increase antitrust penalties.

--Congress, however, failed to enact the Adéministration's
Civil Process Ict amendments which has been ryeintroduced
as H.R. 39. The aAadministration is also supporting
most of the provisions of omnibus antitrust legislation
(The Hart-Scott Antitrust Improvement Act of 1975 -

S. 1284) which covers an array of subjects. It
incorporates the Administration's Civil Process Act
provisions, allows for increased representation of a
State's citizens by State attorneys general, reguires
proper notification of mergers before they are
consummated, and provides for certain changes in the
jurisdictional reach of the Sherman and Clayton Acts.

B. Problem Areas Where Antitrust Does Not Reach: The Meed
for Action:

Antitrust has become a "motherhood" issue these days:
expanding eniforcement budgets and enforcement tools are
widely popular ways of building a vigorous, affirmative
compctition nolicv. DBut as the Administration emphasizes,
such action addresses only part of the problem, and the
steps now becing taken to improve traditional antitrust
enforcement are the recally ecasy ones. lPuch more

difficult will be dealing with arcas which antitrust

doecs not reach--the regulated and legal monopolices and #
the government sanctioned cartels.




Fair Trade

The Prasident has "tr01uly endorscd legislatiOI
to-regcal Federal fair trade enabling legi
(Millcr-""vddings Act, and McGuire JcL) £
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laws enable Statcs to sanction price-fixing activiitiss

of manufacturers. In effect, a2 manufacturer is
allowed to dictate the retail price for his produck,
thus prohibiting outlets such as discount stores
from selling his product at a lower price. It hgs
been estimated these laws cost consumers $2 billi
annually in higher prices.

The Robinson-Patman Act P~

i

‘The Administration is also concerned with other -

laws which draw the support of protected competitors
but which work to r2tard competition and raise
consumer prices. In his April 23 speech to the
Chamber of Commerce, the President icdentified the
Robinson-?;tman act as a "leadlng example" of such
laws. This law was passed in Lhe 1930's to protect
small businessmsn--particularly ron and pop"
grocery stores--irom the competitive advantage of
larger firms (e.g., chain stores such as ALP) who
might use their grsater baraaining FOJer to cbtain
discounts from thelr suzpliers that can't be
justified on the basis of costs. 1In reality,
however, the law has often worked to hurt those it
was intended to protect--the small businessman--
as well as the cons;rar. Tha Act has worked in
perverse ways. For example,

]
b

--Justice Department criminal price~fixing cases
have demonstrated that manuiacturers use the cloak
of Robinson-Patman to swap pricing informaticn.

As one critic put it, "businescmen who swap price-
fixing information can ke put in jail, but if thev
do~it in the FTC chambers, they are regarded as
industrial statesmen."

-~-Economists agree that the Act has led to uniforn,
fle:ible pricing, especially in large industries
th a few scellers.

-=-The Act prevents businesses from cxpanﬂ'ﬁg into
new marketl:s i Rty vime can't kailor uricos
neet market demamds--in ulitnrcnt sectiony ob

e w



country or to "promota" a new product, for

azarnle, Under the P=-A, this wowulad be price
discrimination. Paradoxically, most RP=A cases avr>
brought, and FPC oidors arc entered, againgt s=axl)
firms. And they are the busincsscs that can least
afferd exuensive loygzl counsel to justilfy their
pricing practices in view of an incredibly,

complex law. :

The Administration is cons ring legislation to mecdify
or repeal this Act.

3.

Patent Reform

Patents are an exanple o’quﬁﬁ“l ronopoly which
is supposed to encourage iffilovation. After nany
years, Congress is moving toward a desirable and
cornprchensive reform of our patent laws, based cn
Adnministration Lraepesals. Lo strencilien nrocaduses
in the Patent OiZice. Theore has bien much pubdblice
and judicial criticism of the present system-—too
many patents, for examnle, are handed out that are
later found invalid in the courts. The Adminis-
tration's legislation (S. 1308), sponsored by
Senator Hugh Scott is a cerprehencsiva reiorm
Progran that will increase t)U..JJ.J.U and juulc.’..al
confidenca, and proper governmenital ccnirel over
these limited monopoly grants and assure that thay
are handed out only for useful and novel inventions.

Financial Institutions

Over the years, financial institions regulation has
been used to 9rotth one type Of savings institution
from the competition of another. We have prevented
these institutions from providing competitive recurns
on savings accounts for small savers and more
diversiiied services to all customers. The Adminis-
tration's Financial Institution's Act would breathe
a new competitive vigor into this industry and
begin to put an end to government intervention to
protect competitorcs against one another.

Transportation Poqulation

In 1943, Congress passed the Reed-Bulwinkle Act
which exemnted trucks and railroads from antitrus
prosecution, thus adding to their protection against



compatition. In vetoina that legislation,
President Truman issued a clear warning to
Congress and the American pecople:

" "Regulation cannot b2 an effcctive substitute
for tho affirnative stimulus toward improvad
service and lower rates which compctition
provicdes."

Unfortunately, Congress overrode his veto and
Reed-Bulwinkle became law.

~

. The Ford Administration has underway a comprehensiva

program to reformn transpo?$gtion regulation. 1In
May, we submitted the Raifgpad Revitalization Act--
soon we will submit legislation dealing with truck
regulation. In addition to constraining ICC
activities which constrain competiton by setting
and holding pricas too high and prohibiting entry,
the legislation would remove antitrust immunity
now granted to industry rate bureaus. Such
immunity parmits these carrier associations to
engage in price fixing activities uncder oifiicial
government sanction granted by Reed-Bulwinkle.

In addition, the ~dministration will scon subnit
legislaticn Lo iefsrs sivlice regzlatinn and will
eliminate antitrust immunity for the collusive
pricing and capacity-sharing activities currently
practiced by the airlines.

.

Review of Antitrust Immunities

The Administration also has underway a broad in-
depth review of many other legislative immunities
to the antitrust laws granted to industries such
as ‘insvrance and international transportation (air
and ocean shipping), for example. The Adminis-
tration sees no reason, in principle, why one
industry--3uch as insurance--should be exemrt

from these laws, while others--such as banking--
are not. All industries, however regulated and by

whom, should be subject to the interplay of competitive

forces, to the maximum ‘degrce that government can
make tnat possible. : 3

-

<«
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C. Other Neccssary Steps to Assure a Vigorzous Comnatition
Policy : ’

In cases where, by Congressicnal mandate or jv’i"ia*
interpretation of that randate (2.¢., recent Svprons
.Court degisions In the seacurities cases), activitiss
which may create advantagas to sﬁuc1al ‘interest group
lie out of the reach of thc anticrust laws, we must
take speciul stves to.promote a vigorous competiticn
policy. The Presidant has set in motion efforts to
assure that qovernmznt is aware of the costs, as well
as the benefits, of its actions, and that there is a

better represencacion of consumer interests when gover
ment proposes new rules and re ulations. In this ”“LO‘K,
we are making special eiforts fi ssure that the effect
on competition and economic eif*®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-
enterprise system. This means eliminating "monopoly"
wherever and in whatever form it exists.

This is going to reguire some tough choices in thes months
ahead. It will reguire that business, the consumer, and the
governnent work togasther toward a freer economy and for tihe
betterment of all.

It also means that we cannot make these basic choices on
our eccnomic freedoms, as we have often done in the past,
solely on the basis of how it affects a particular con-
stituency.
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Listed 2alow ars <re Presidont's romarks on the or
fance cilorsity sl enforcorant activicies from his
earlier spzacios.
To incrs gacrivity and contain prices,; we
must end igrivo 345 eostly pracrtices wackher
institus overmnasnt, indus‘;y, lakor, or
others. am determingd tdeGCurn to the
vigorous enent 57 ankitrust laws.
The Presicent's addrass cdelivs
3 before a joint session of ths
gress. Cctober 8, 1974.
All of the inifiatives toward regulaticn should
be accenpanies by vicorous enicroessats of anti-
trust lzws. Vigorous anzitrus: acticon nust be
paxt of th: effort to prorpte coppatition.
Remarks of the Prasident at th
White Hcocuss Conierance on ooz
and Economic Affairs. Hicghway
Hotel, april 138, 1975.

’ Agencies engaged in regulatory activities can
expect tzat ths Antitrust Division oI the Depart-
ment of Justice will continue to argue for conge~
tition an: lgower consusar prices &s & particizzzns

- 'in your acency's proceedings. Furthersore, the
Attornoy. Geznoral will continue to insurz vigorous
antitrust zreszcution to remove private sector
barriers o cConposiriesn.

President Ford, Vice-Prassidanc
Roczatoplty, 7ith Meshasdeas

by the Cabinet, and Indegendent
Regulctor mmicssioners.
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