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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

May 19, 1983

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G. ROBERTS{&

SUBJECT: Letter from Congressman Goodling on
Department of Justice Antitrust Enforcement

Congressman Goodling (R-Pa.) wrote the President on April 28
to object to the purported decision of the Department of
Justice not to enforce antitrust prohibitions against resale
price maintenance. He asks the President to direct the
Department to return to enforcing the law barring this
practice. Ken Duberstein sent Goodling an interim response
noting that his letter was brought to the President's
attention and was being shared with you.

I recommended asking Justice to draft a response for your
signature. The Antitrust Division has received numerous
complaints concerning Bill Baxter's pronouncements on resale
price maintenance (a legitimate practice, in Baxter's view)
and presumably has a comprehensive response readily avail-
able. I have attached a draft memorandum to the Deputy
Attorney General.

Attachment



THE WHITE HOUSE

WASHINGTON

May 19, 1983

MEMORANDUM FOR EDWARD C. SCHMULTS
DEPUTY ATTORNEY GENERAL
DEPARTMENT OF JUSTICE

FROM: FRED F. FIELDING (pig. signsd by FFF
COUNSEL TO THE PRESIDENT ’

SUBJECT: Letter from Congressman Goodling on
Department of Justice Antitrust Enforcement

I would appreciate it if the Antitrust Division could
prepare a draft response to the above-referenced letter, for
my signature. Since this issue has surfaced before, I
assume that division has the substance of a response readily
available.

Many thanks.

FFF:JGR:aw 5/19/83

cc: FFFielding
JGRoberts
Subj.
Chron
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May 13, 1983

Eegr Bills

Thank vou for your April 28 letter to the Pregident, which was
received May 9, expressing your concerns yregarding the enforce-
ment of currant lawg releting to resale price maintenance,

Your lettsr was brought to the President's direct attention
and is &lso being shared with White House Counsel. You may be
assured that your statement of concern in behelf of the
American congumer will receive prompt and careful consider-
ation,

¥ith best withss,

Bincerelvy,

Kennsth ¥, Duberstein
husietont to the President

The Honorasble Bill Goodling
Houge of Representatives
¥Waghington, D.C. 20515

KMD:CMP:KRJ: krj
cc: i i
¢: w/copy of inc to Fred Fielding - for DIRECT response

WH RECORDS MANAGEMENT HAS RETAINED ORIGINAL
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BILL"GOODLING
18TH DISTRICT, PENNSYLVANIA h .

Room 108
CannON HousE OFFIcE BUlLDING
TeLernone: (202) 225-5836

COMMITTEES: DISTRICT OFFICES:

COMMITTEE ON
EDUCATION AND LABOR

FEDERAL BunLDing
200 SouTH GEORGE STREET
YorK, PENNSYLVANIA 17403

BUBCOMMITTEES;
RANKING MINORITY: CHaMaER BUiLDING

ELEMENTARY. SECONDARY. AND @nngregg nf tbt wniteh %tateg cf:f:;“:z::st:i:i“:;:n

VOCATIONAL EDUCATION

FPosT OFFICE BUILDING

eorrree on Bouse of Representatives e
GETTYSBURG, PENNSYLVANIA - 17325
FOREIGN AFFAIRS .
—— TWasbhington, B.E, 20515 2020 YaLE Ave.
CAmP HiLL, PENNSYLYANIA 17011
RANKING MINORITY:
e April 28, 1983 dvigesnisboni

ASIAN AND PACIFIC AFFAIRS
TOLL FREE DISTRICT NUMBER:

a00-632-1811

The Honorable Ronald Reagan
(D President of the United States
The White House
Washington, D. C. 20500 ;

Dear Mr. President:

It has came to my attention that the Department of Justice has made
the decision not to enforce current laws making resale price maintenance
illegal.

Although our econamy is well on its way to recovery, now is not the time
for the Department to make such a decision. Non-enforcement of this law
could result in a lack of the competition which insures fair prices on various
products. Many consumers take the time to shop at many stares for the most
desirable price of an item before making a purchase, because they cannot afford
the "manufacturers' suggested retail price"; many others shop at cutlets
providing discounts.

I am convinced that non-enforcement of this existing law will not help
the econamy. It will hurt it. If consumers cannot afford the price "set"
for a specific product, they may decide against making the purchase altogether.
Therefore, demand for many products may diminish -- and with a decrease in
demand cames a decrease in the number of employees required.

We cannot afford to let this happen. If we do, same of our present efforts
to employ the unemployed will be overshadowed as decisians of this type
receive coverage by the media. Consumers will not take kindly to an Administration
that appears to be keeping prices high by discouraging competitive pricing. :
I am, therefore, respectfully requesting that you direct the Department of
Justice to return to enforcing the current law cutlawing resale price
maintenance.

Sincere ly ’

ﬁ LI GOODLING

Member of Congress

BG:1r
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Reagan

- 1Seeks Joint
Research

By FRANCIS X. CLINES

Special to The New York Times

WASHINGTON, Sept. 12 — Presi-
dent Reagan asked Congress today to
modify antitrust, patent and copy-
right Jaw to encourage joint research
and development ventures by corpo-
rations. :

“Cooperation - is necessary if
American industry is to compete in-
ternationally,” the President de-
clared in a message to Congress.

The proposals would protect fully
disclosed joint ventures in research
and development from private anti-
trust suits and from damage suits by
the Government. Joint ventures are
necessary, Administration officials
contend, to conduct the immensely
expensive research projects required
to produce breathroughs in modern
technology.

In his message to Congress, the
President said that existing laws
could be effectively changed so that
they still protected against price fix-
ing but also'did not ‘‘unnecessarilyin-
hibit” -the sort of joint reasearch
under way in rival nations.

Would End Triple Damages

The proposals would revise present
law so that joint research and devel-
opment could be considered antitrust
violations only if they restricted inno-
vation - or made price fixing easier,
Mr. Reagan also proposed that joint
ventures found to have violated anti-
trust law be liable only for actual
damages; not the triple damages per-
mitted under the law now.

The President’s program joins sev-
eral other Congressional proposals
submitted by lawmakers to.deal with
increasing international competition
in the high-technology, - automobile
and textile fields resulting from' col-
laborative research in such countries
as Japan, West Germany and France.

Joint research and development is
not flatly banned under current
American law, but it is subject to a
“rule of reason’’ test that critics say
leaves companies confused and cau-
tious.

Other provisions of the President’s
program would end triple damage
possibilities in the case of “intellec-
tual property owners”’ who want to li-
cense their technology to others to
reap larger benefits. They would also
require courts. to give greater weight
to ““procompetitive benefits’and eco-
nomic ramifications than is now the
! “practice in copyright and patent law-
" suits. :

1
DOJ-1983-04
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! White House Offers Bill toSpur Investment
'In Research by Lowering ~

By Roserr E. TAYLOR
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON —-The Reagan administra-
tion proposed legislation to encourage in-
vestment in research and development
largely by reducing antitrust risks for R&D
joint ventures, copyrights and patents.

The bill didn’t contain provisions the ad-
ministration originally planned that would
have reduced antitrust liability on a much
broader front, beyond areas marked by in-
novation. The broader limits, though sup-
ported by top administration officials, were
viewed as 100 controversial. And in fact,
even the bill'’s protection for R&D joint ven-
tures is less absolute than in previous
drafts.

Currently, lability in all civil antitrust
cases is triple the damages caused by the vi-
olator. The administration bill would lower
- that to single damages, plus interest, for pa-
~tent and copyright abuses and for: antitrust
violations by R&D joint ventures that file
papers with the federal government outlin-
ing their efforts.

Last March, William Baxter, head of the
Justice Department’s antitrust division, said
the administration would seek to reduce an-
titrust liability to single damages for all ac-
tions that are ruled illegal because they are
more anticompetitive than procompetitive.
Under that proposal, only clearly illegal con-
duct such as price fixing would continue to
face triple-damage liability.

Patent licenses can be held to be illegal if |
they overly restrict competition by, for in-
stance, tying the use of a patented product

industry in circumstances that might en-
courage them to prevent innovation, rather
than stimulate it.

This narrower version of the bill was
urged on the administration last June by
several senators who insisted that the
broader measure couldn't clear Congress.

“When you attack triple damages,” said
Sen. Charles Mathias (R., Md.) in a Senate
hearing, “you're attacking one of the his-
toric bastions of antitrust laws.”

Rick Rule, a special assistant to Mr. Bax-

ter, said the administration decided totailor
its package to measures clearly aimed at in-
centives for innovation and with the ‘“‘great-
est political  viability.”

President Reagan said the proposed leg-
islation would, if passed, “enhance this
country’s productivity and the ability of U.S.
industry to compete in world markets.” He
said it would remove disincentives for in-
vesting in ventures aimed at developing
technology.

Aside from the liability imue, the bill
would bar courts from finding any research
and development joint venture or patent
copyright use to be illegal under antitrust
laws without considering its procompetitive

justifications. The measure also would make -

it illegal for foreigners who infringe on a
U.S. patent for a manufacturing process to
import their products into this country.
The bill appears to be framed as an ad-
ministration alternative to legislation  al-
ready offered by Sens. Paul Tsongas (D.,
Mass.), John: Glenn (D., Ohio) and others
aimed at giving high-technology ventures
greater protection from antitrust lawsuits.
But even-for registered research and de-
velopment joint ventures, the hill offers less
protection than the earlier version discussed
by Mr. Baxter, the antitrust chief. He said
last June that the bill would offer them com-
plete immunity from private antitrust

to an unpatented one. Joint ventures are ille- | guits
1 gal if they combine too large a portion of an

At that time, Mr. Baxter resisted sugges-
tions that the cut in liability be limited to re-
search and development ventures. He said
that “‘does seem to me to solve a very minor
problem while there are more important
ones around.”

Mr. Rule said the administration doesn't
currently plan to offer any broader bill to
limit antitrust liability.
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THE WHITE HOUSE

WASHINGTON

October. 25, 1983

MEMORANDUM FOR FRED F. FIELDING

N
FROM: - JOHEN G. ROBERT%ﬁbﬁa%
SUBJECT: Access Charges to be Imposed by the FCC

(Docket No. 78-=72)

Theodore F. Brophy, Chairman of the Board of GTE
Corporation, has written Mr. Baker to object to the proposed
access charges to be imposed by the Federal Communications
Commission on AT&T's long-distance competitors. Brophy
attached a copy of a letter to FCC Chairman Fowler from the
competitors, making the case that the contemplated charges
would prevent effective competition with AT&T. The level of
charges is the subject of a formal FCC proceeding, Docket
No., 78-72. Copies of the letter to Fowler were sent to all
interested parties, including the Attorney General and the
Antitrust Division.

The FCC is, of course, an independent regulatory agency, so
the Administration's views on matters pending before it
should ordinarily be presented on the record by the
appropriate department, in this case the Justice Department.
That department has received copies of the analysis sent by
Brophy to Baker, so unless the White House is disposed to
become more directly involved in this matter - for example,
by reviewing Justice's position - there is no need for any
action or further referrals. In short, I recommend that we
do nothing other than send Brophy a simple acknowledgment,
stating that his views will receive careful consideration by
appropriate executive branch officials - i.e., those in the
Justice Department. A draft is attached.”

Attachment



MEMORANDUM

FROM:

SUBJECT:

THE WHITE HOUSE

WASHINGTON

October 25, 1983

FOR JAMES A. BAKER III

ASSISTANT TO THE PRESIDENT
CHIEF OF STAFF

£
o'

g
bk
i
L)

FRED F. FIELDINGOrig. 5:&R%
COUNSEL TO THE PRESIDENT

Access Charges to be Imposed by the FCC
(Docket No. 78-72)

Attached is a copy of our response to the letter sent to you
by GTE Corporation Chairman Theodore F. Brophy, concerning
access charges proposed by the FCC in Docket No. 78-72.

Attachment

FFF:JGR:aea

10/25/83

cc: FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WASHINGTON

October 25, 1983

Dear Mr. Brophy:

Thank vou for your letter of October 4 to James A. Baker
III. You enclosed with that letter a copy of a letter to
Federal Communications Commission Chairman Mark S. Fowler,
concerning proposed access charges in FCC Docket No. 78-72,

Please be assured that your views will receive careful
consideration by the appropriate officials in the executive
branch. In this regard we note that copies of the letter to
Chairman Fowler have been sent to officials in the
Department of Justice.

Thank you for sharing your views with us,

Sincerely,

P - . o
e TR et

Fred F. Fielding
Counsel to the President

Mr. Theodore F. Brophy
Chairman of the Board
GTE Corporation

One Stamford Forum
Stamford, CT 06904

becesy James A. Baker ITI

FFF:JGR:aea 10/25/83
cc: FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WASHINGTON

October 25, 1983

MEMORANDUM FOR JAMES A, BAKER III
ASSISTANT TO THE PRESIDENT
CHIEF OF STAFF

FROM: FRED F. FIELDING
COUNSEL TO THE PRESIDENT

SUBJECT : Access Charges to be Imposed by the FCC
(Docket No. 78-72)

Attached is a copy of our response to the letter sent to you
by GTE Corporation Chairman Theodore F. Brophy, concerning
access charges proposed by the FCC in Docket No. 78-72.

Attachment
FrPFP:JGR:aea  10/25/83
cc:  FFFielding/JGRoberts/Subj/Chron
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WASHINGTON
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FFF:JGR:aea 10/25/83
cc: FFFielding/JGRoberts/Subj/Chron
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GTE

GTE Corporation

One Stamford Forum
Theodore F. Brophy Stamford, CT 06904
Chairman of the Board 208 .965-2000

| S/ IS
October 4, 1983

Mr. James Baker, III

Chief of Staff and
Assistant to the President
The White House
Washington, D. C. 20500

Dear Jim:

Attached is a copy of a letter to the Chairman of the Federal
Communications Commission from eight of the largest potential
competitors of AT&T for interexchange voice telephone service
('occs').

The letter advises the Chairman that if the access charges
proposed to be imposed by the FCC in its Docket No. 78-72 upon
the OCCs are implemented, the now.profitable 0CCs will operate
at substantial losses and the opportunity for effective
intercity competition will be destroyed.

If the reorganization of AT&T in accordance with the modified
final judgment is not to be an exercise in futility, the
opportunity for competition must exist.

The OCCs do not seek a subsidy but an equitable opportunity to
compete.

I would appreciate your thoughtful consideration of the
attached letter.

Sipcerely yours,
Theodore F. Brophy
TFB:rh

Attachment



October 4, 1983

Honorable Mark S. Fowler

Chairman

Federal Communications Commission
1919 M Street, N.W., Room 814
Washington, D.C. - 20554

Re: CC Docket No. 78-72, Phase 1

Dear Chairman Fowler:

The undersigned companies, which are attempting to
provide competitive alternatives to AT&T's interstate MTS
and WATS services, have joined in this letter to bring a
matter of utmost gravity to your attention. Just three
years ago, in this very proceeding, the Commission concluded
that the public interest would be served by a competitive
MTS and WATS market structure. However, this gecal will
never be realized with the level of access charges imposed
on competing carriers ("OCCs" or !"Competitors") under the
Commission's new Modified Access Charge Plan.

We are confident that the Commission did not intend to
stifle competition with the adverse financial consequences
which will be visited upon the OCCs -by its Modified Access
Charge Plan. Accordingly, the purpose of this letter and
accompanying economic analysis is to demonstrate the immedi-
ate and devastating impact of the Plan on the future of the
competitive marketplace, and to request your prompt consider-
ation of corrective action.l/

This letter and the accompanying analysis make one
point clear -- the implementation of the Modified Access
Charge Plan would preclude the 0OCCs from becoming meaningful
competitors. The results of the study are so alarming that
the industry considers it necessary to make them available

1/ While the OCCs belleve that the equal access requirements
of the MFJ, will not, in fact, create a situation of market-
place equallty, and w1ll leave the OCCs at a severe competi=~
tive disadvantage, for at least several years, this letter
only addresses the question of immediate impact under the
Modified Access Charge Plan.



Honorable Mark S. Fowler
October 4, 1983
Page 2

to the Commission at once. As shown below, this injury to
competition is neither speculative nor confined to any
particular competitor. The projected 1984 impact of the
Plan is a pre-tax loss for the industry of up to $721 million.

Throughout the access charge proceeding, the FCC recog-
nized that its goal of achieving a competitive market could
be seriously jeopardized unless appropriate measures were
adopted to account for the OCCs' inferior access arrangements
during an adequate transition period. Unfortunately, the
transitional mechanisms chosen by the Commission will not
work. Instead, they unduly increase the competitive advant-
age which AT&T enjoys as a result of its historic monopoly
position achieved under regulation. That 1s because the
current differential in the AT&T/OCC interconnection charges
will be reduced dramatically on January 1, 1984, even though
the inferior interconnections now provided to AT&T's Competi-
tors will remain the same.

AT&T's Competitors, under the current ENFIA arrangement,
obtain a variety of discounts to reflect their inferior
interconnections. ENFIA Rate Element 3 provides the OCCs
with a 45 percent discount from the amounts paid by AT&T for
the interstate use of non-traffic sensitive ("NTS") subscriber
access lines. In addition, the Competitors are charged for
their minutes-of-use on a basis that does not represent
actual holding time. Altogether; the FCC-approved ENFIA
factors result in individual OCCs paying anywhere from 65-75
percent less than AT&T for their inferior local access
facilities.

However, with the changes required by the Modified
Access Charge Plan, this differential will drop suddenly to
about 25 percent, without any corresponding improvements in
the existing OCC interconnection arrangements. This unprece-
dented "flash cut" of the differential2/ is primarily due
to: (1) the reduction in the OCC discount on NTS plant

2/ It has been the Commission's practice to provide for
orderly transitions and avoid "flash cuts" in order to
prevent market dislocations resulting from substantial rate
increases. See, €.9., Amendment of Part 64 ("Computer II"),
84 F.C.C.2d 50 (1980) (adopting a bifurcated transition plan
for the deregulation of CPE and rejecting the "“flash cut"
approach advocated by AT&T). In fact, in the Reconsideration
‘Order, the FCC "cushloned“ numerous other entities from any
‘immediate drastic increases in access charges.




Honorable Mark S. Fowler
October 4, 1983
Page 3

usage from 45 to 35 percent, and (2) a substantial increase
in the number of minutes to be counted. Consequently, a
smaller discount will be applied to a much greater total of
OCC minutes, thereby causing a doubling, or in some cases
tripling, of the access costs charged to AT&T's Competitors.
At the same time, AT&T's interconnection costs will be
reduced by approximately $3.9 billion, or some 29 percent.

As a practical matter, this dramatic reduction in the
current AT&T/OCC differential means that the Competitors
will pay local access charges that are significantly closer
to AT&T's, but will continue to face the same dominant
competitor and be subject to the same inferior grade of
access. Under those conditions, the OCC industry will be
placed in an impossible position.

To further compound the problem, AT&T recently announced
that 1t will reduce its interstate MTS and WATS rates by
approximately 10 percent. (Some industry estimates, in
fact, indicate that the AT&T reductions targeted at the
primary market segments served by the OCCs amount to 16 per-
cent). If the OCCs maintained their current retail rate
differential versus AT&T in an attempt to hold their customers,
the industry will incur staggering losses. If the OCCs
raised prices to account for the access charge increases,
many subscribers will not be willing to tolerate the incon-
veniences and gquality differences associated with an 0OCC's
inferior access. Certainly, the ability to attract new
subscribers will be largely undermined.

Under the current ENFIA access charge system, actual
switched-voice revenues for the undersigned companies for
.the most recent four quarters (July 1982 = June 1983) were
- $1.93 billion, which yielded income before taxes of $327

million.3/ If the Modified Access Charge Plan had been in
effect during that perlod and the OCCs were to have main-
tained their 1983 rates in the face of an assumed AT&T
10 percent rate reduction, revenues would have declined to

3/ Following a uniform set of assumptlons described in
Appendix A, different impact scenarios were developed u51ng
each company's actual 1983 usage data and 1984 projections.

Because of the competitive nature of this information,
each signatory company independently provided its financial
data to the law firm of Wiley, Johnson & Rein and it aggre-
gated the data shown in this letter. An affidavit to that
affect is attached hereto.



Honorable Mark S. Fowler
October 4, 1983
Page 4

$1.45 billion due to the lower OCC volume resulting from
less competitive rates. The industry as a whole would have
incurred operating losses in the range of $185-$278 million
dependlng upon whether a five or six cents-per-mlnute access
charge is assumed. This would amount to an income decline
of approximately $512-$605 million.4/

On the other hand, if the 0OCCs bhad reduced their rates
by 10 percent to match the assumed AT&T reduction, the
increased volume stimulated by the lower rates would have
caused OCC revenues to total $§1.89 billion. However, oper-
ating losses before taxes of $154-$280 million would still
have resulted. Stated differently, a downward swing of
$481-$607 million would have occurred under the Modified
Access Charge Plan. While individual companies are impacted
differently, every company is substantially affected.5/

The Competitors also have evaluated the effect of the
plan on their 1984 projected volumes. Again, combined
losses result. If the undersigned carriers reduced their
rates by 10 percent to match AT&T's announced reduction,
revenues would be $4.57 billion and pre-tax losses would be
$300-8595 million. Should the OCCs maintain their current
rates in 1984, those figures would become $2.56 billion due
to lower volumes and cause a $506-$721 million loss. In
startling contrast, if ENFIA remained in effect in 1984, the
industry would have shown revenues of $4.66 billion and a
positive earnings before taxes figure of $484 million.

These financial data indicate that such significant
losses could not be compensated for by a mere shifting of
costs or modification of company business plans. This
situation is further compounded by AT&T's announced rate

4/ See the Appendix to this letter for a graphic 1llustra-
tion of these impacts.

s/ The undersigned companies represent approximately

85 percent of the industry as measured by revenues. The
other AT&T competitors therefore will have gross revenues of
approximately $341 million in 1983. Assuming the remaining
carriers would experience the average impact of the under-
signed companies, this would translate into an operatlng
loss for them of between $27-549 million. If the remaining
OCCs also attempted to absorb the higher access charges,
their losses would amount to $33-$49 million. Thus, it
appears certain that the 1ndustry as a whole would have been

severely impacted by the Commission's Modified Access Charge
Plan.



Honorable Mark S. Fowler
October 4, 1983
Page 5

reduction.

The undersigned companies believe that any

significant OCC rate increase intended to reduce the adverse
impact of the Modified Access Charge Plan and react to the
announced reduction is not a viable solution and would serve
only to aggravate further the economic situation.

The disastrous effects on competition are obvious. The

very survival of the 0CC industry is threatened,

and its

ability to attract capital to expand systems, and to become

effective competitors, will be lost.
future entrants certainly would be deterred.

Moreover, potential-
The ultimate

result will be a return to a monopolization of the interex-
change industry by AT&T, making the coming division of the
Long Lines/BOC transmission enterprise a totally futile and

senseless action.

Ultimately,

the public will suffer from

the loss of an opportunity to create a truly competitive
interstate telecommunications marketplace.

The above figures clearly demonstrate that, from the
outset, the mechanisms chosen by the Commission to preserve
the opportunity for competition during an adequate transition

period do not meet their objective.

‘We strongly urge the

Commission to take this data into account in its review of
the forthcoming petitions to be submitted by the undersigned.

CFC ol

Respectfully submitted,

NP AA """’*

United States Transmission
Systems, Inc.

J.C. Reynolds

President

el
U.s. Tel hone,
Neal J. Roblnson
Pre51 ent

Y,

MCI Communications
Corporation

William G. McGowan.

Chajrman of Board

GTE Corporation
Theodore F. Brophy
Chajrman of the Board

Satelllte Bu51ness Systems

Rob t C. Hall
siden CEO

e%%{ /L:j2h2794h“>4‘

The Western Union Telegz&Dh
Company

Robert M. Flanagan

Chairman of GDVMXMW

dé PASES
EMX Telecom

Thomas Gabriszeski
President, CEQ

cc: All FCC Commissioners
CC Docket No.

Lexlte %:;p { tion
George; J as¥lakos
Predident, CEO

78=72 Parties



Appendix

The Effect of the Commission's Access Charge
Reconsideration Order Upon the OCC Industry

To provide the Commission with a meaningful analysis of
the effect of its Access Charge Reconsideration Order upon
interexchange competition, each undersigned carrier has
calculated the effect of the decision on it using common
assumptions adopted by the group. The summary results of
the calculations are provided in the attached chart.

The financial summary sheet lists six business scenarios.
The first scenario is for the four quarters ending June 1983
~using the actual costs of access, revenue, and demand experi-
enced during that period. (See Case 1, Chart 1).1/ The
second scenario also 1s a retrospective look at the four
quarters ending June 1983, but it assumes that the 78-72
Access Charge Reconsideration Order was in effect, traffic-
sensitive charges were consistent with those proposed by the
exchange carriers in the pending access tariffs, AT&T reduced
its prices as it recently proposed to the Commission, and
the OCCs maintained their current price differential. For
this case, we assumed industry volume increased as a result
of lower prices (a demand elasticity of =-0.7 was used) and
that each 0OCC retained its current market share. The cost
to the OCCs for switched access is assumed to be either 5 or
6 cents per minute per end.2/ (See Cases 4 and 5, Chart 1).
The third scenario 1is also for the four guarters ending June
1983, but the 0CCs' prices were not reduced. Demand for
each OCC in this case was kept constant using the gquantity
demanded in the guarter ending June, 1982. (See Cases 2 and
3, Chart 1).

The fourth and fifth scenarios are prospective business
cases using benchmark assumptions about financial and demand
conditions in the four guarters of 1984. The fourth business
scenario uses projections for expenses and demand for 1984
but with access charges under 78-72 and with prices being
decreased for both AT&T and the OCCs. (See Cases 4 and 5,
Chart 2). The fifth business scenario assumes that the 0OCCs

1/ Lexitel used the common assumptions with data starting
from April, 1983, the beginning of its fiscal year. EMX
Telecom has not yet begun operations and submitted no data.

2/ That is, each business case was run twice -- once using
the 5 cent assumption and then the 6 cent assumptlon. That
process bounded a likely range of impact.



do not cut prices to match the AT&T price decrease. For
that case, volume for each OCC is assumed to remain constant
at the level that existed in the quarter ending June 30,
1983, because of the reduced retail rate differential. Once
again, the increased access charges imposed in 1984 by the
78=72 Reconsideration Order are applied. (See Cases 2 and
3, Chart 2). The sixth business scenario assumes that ENFIA
was maintained in 1984. (See Case 1, Chart 2).
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CHART 1

EFFECT OF NEW ACCESS CHARGES

Historic View

4
X
"‘/"’ 4 s y
1.84 // g e
» LA ‘/ﬁ / A
l.61.7// : % //1 ' //‘
nLTs . '/, /|
1.4 77 77 277 B A
A A 7 o A
1.2 "" o o
,./ A / e / /:/ P 4 A
3 = A A . . / 2 / 3 / b
70N A
v/, ’
sl W Z N7/ 77
* o"”/&‘ﬂ f((. A f“ /’ f} 1 9 * - t?” u
o ._0(‘ / j“ . K
0.6¢ .77 o] ' o s
o 7 e s A
0.4 - ,"i ® o //”. o 4 o ':_r(..n /”.4'( L
. L...’( ,.; A - '_I{ /i,A "‘v: ),'.f,- ..:;‘.“‘,'A ","' ‘(_,.
Wb "‘\.‘"‘ g o :-’.‘ f" ’(',"'. o ,p‘I’/"' ,o" 4 ,-"
o M 2- s i‘(::‘ﬂ oy, \\J / _,/ (‘1 : / .)’..." k("‘ ".’ ’.". '/t’ 'n'('-.,t‘
) ‘A/ g o b o ‘_.".‘,l( A ",.f . ) f‘_l < A .‘,i i P A
: :\“ ) K r"«.lﬂ"»:";- >"-"u‘.j\"«
0.2 = o, : \\ : k
CASE 1 CASE 2 CASE 3 CASE 4 CASE 5
OCC Revenues . Pre-tax Income

CASE 1: Actual results for participating OCCs; 3rd guarter
1982 through 2nd gquarter 1983

CASE 2: No OCC rate reduction; 5S¢ per minute switched
access charge assumption

CASE 3: No OCC rate reduction; 6¢ per minute switched
access charge assumption

CASE 4: 108 OCC rate reduction; 5¢ per minute switched
access charge assumption :

Case 5: 108 OCC rate reduction; 6¢ per minute switched
access charge assumption



$ BILLIONS

CHART 2

EFFECT OF NEW ACCESS CHARGES
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City of Washington )
SS:
District of Columbia )

AFFIDAVIT OF PHILIP VICTOR PERMUT

Philip Victor Permut, being first duly sworn, deposes
and states as follows:

I am a partner in the law firm of Wiley, Johnson &
Rein. In that capacity, I was requested to be the recipient
of economic data from each of the companies that have signed
this letter except EMX Telecom. Since EMX Telecom has not
begun operations it submitted no data.  The information
provided reflected switched-voiced revenues and income
before taxes for the various scenarios noted in the letter.

Because they are competitors7>each carrier's figures
were kept ‘strictly confidenﬁial.” Wiley, Johnson & Rein |
performed the necessary arithﬁetic calculations to arrive at
the figures used in this letter. The statistics developed

for the remainder of the industry were extrapolated by

assuming that the companies which signed the letter constitute

e

Phili Vlctor Permut

approximately 85 percent of OCC ind revenue

Subscribed and sworn to before me this 4th day of October,

1983.

TN Ao & A s oS
Notary Public

My Commission Bxpires: =\\w\s



CERTIFICATE OF SERVICE

The undersigned hereby certifies that copies of the

foregoing letter were mailed by first class mail, postage

prepaid, on this 4th day of October, 1983, to the following:

John E. Ingle, Esq.

Federal Communications Commission
Room 602

1919 M Street, N.W., Room 500
Washington, D.C. 20554

Stuart Meister, Esq.
General Counsel

American Satellite Company
1801 Research Boulevard
Rockville, Maryland 20850

Donn T. Wonnell, Esq.
939 E. 36th Street
Pouch 6607

Anchorage, ‘Alaska 99502

Alan Y. Naftalin, Esgq.

Margot Smiley Humphrey, Esq:
William D. Mitchell, Esq.
Koteen & Naftalin

Suite 1000

1150 Connecticut Avenue, N.W.
Washington, D.C. 20036

Janice E. Kerr, Esq.

J. Calvin Simpson, Esq.

Freda E. Abbott, Esg.

California Public Utilities
Commission

San Francisco, California 94102

Allan J. Arlow, Vice President

Central Telephone & Utilities
Corporation

1140 Connecticut Avenue, N.W.

Washington, D.C. 20036

Raymond F. Scully, Esg.

Alfred Winchell Whittaker, Esq.
Hiram D. Gordomn, Esgq.

American Telephone & Telegraph Co.
195 Broadway - Room 2529

New York, New York 10007

Michael D. Hess, Esq.
Weil, Gotshal & Manges
767 Fifth Avenue

New York, New York 10022

Gen. Counsel

Computer & Communications
Industry Association

1500 Wilson Boulevard

Suite 512

" Arlington, Virginia 22209 -

~. Max Weiner, Esq.

Consumers Education and Protective
Associaticn International,; Inc.

6048 Orontz Avenue

Philadelphia, Penn. 19141

Sharon L. Nelson, Esq.

Consumers Union of United States
1511 K Street, N.W.

Suite 1033

Washingteon, D.C. 20005

Mr. Edward J. Meckvatal
General Manager

Farmers Telephone Company
129 East Maple Street
Lancaster, Wisconsin 53813



Richard M. Cahill, Esq.
Richard McKenna, Esq.

GTE Service Corporation

One Stamford Forum

Stamford, Connecticut 06904

Donald E. Ward, Esq.

Ward and Mendelsohn, P.C.
1725 Eye Street, N:.W.
Suite 310

Washington, D.C. : 20006

Philip M. Walker, Esq.

Vice Pres. & Gen. Counsel

GTE Telenet Communications
Corporation

8330 01d Courthouse Road

Vienna, Virginia 22180

J. Gordon Walter, Esq.

International Business Machines
Corporation

01d Orchard Road

Armonk, New York 10504

David R. Anderson, Esgq.
Wilmer, Cutler & Pickering
1666 K Street, N.W.
Washington, D.C. 20006

Robert E. McKee, Esq.
Edwin A. Kilburn, Esq.
International Telephone

& Telegraph Company
320 Park Avenue
New York, New York 10022

Kathleen F. O'Reilly

Executive Director
Gerald Hogan, Legislative Director
Copsumer Federation of America
1314 14th Street, N.W.
Washington, D.C. 20005

E. William Henry, Esq.
Ginsburg, Feldman, Weil & Bress
1700 Pennsylvania Avenue, N.W.
Suite 300

Washington, D.C. 20006

Leonard A. Salters, Esq.

Michael J. Ettner, Esq.

The General Services Administration
Regulatory Law Division

18th & F Street, N.V.

Washington, D.C. 20405

Herbert E. Marks, Esq.

Joseph P. Markowski, Esgq.
Squire, Sanders & Dempsey

1201 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

Michael H. Bader, Esq.
Kenneth A. Cox, Esg.
William J. Byrnes, Esqg.
John M. Pelkey, Esq.
Haley, Bader & Potts
1730 M Street, N.W.
Washington, D.C. 20036

John R. Worthington, Esq.
Ruth S. Baker-Battist, Esq.

- MCI Telecommunications Corp.

1150 - 17th Street, N.W,
Washington, D.C. 20036

“Paul Rodgers, Esg.

Charles D. Gray, Esq.
Pamela Rogers Melton, Esg.
1102 ICC Building

Post Office Box 684
Washington, D.C. 20044

Charles R. Gibson, Esqg:

Deputy General Counsel

New York State Public Serv1ce
Commission

Empire State Plaza

Albany, New York 12223

David Cosson, Esq.

National Telephone Cooperative
Association

2626 Penn. Avenue, N.W.

Washington, D.C. 20037

Mr. Wallace M. Owen, Chief Engineer
Public Service Commission
State of North Dakota
Capitol Building
Bismarck, North Dakota 58505



John H. Sacolofsky, Esq.

Ass't Attorney General & Chief
Counsel

Oregon Public Utility Commission

300 Labor & Industries Bldg.

Salem, Oregon 97310

George M. Shea, Esq.

Vice Pres. & Gen. Counsel
National Data Corporation
One National Data Plaza
Corporate Square
Atlanta, Georgia 30359

Mr. Charles A. Binder

Executive Vice President

National Retail Merchants Association
100 West 31st Street
New York, New York 10001
K. Patrick Collins
Executive Vice President
Ohio Telephone Association
150 East Broad Street
Columbus, Ohio 43215

Nicholas P. Miller, Esq.

Preston, Thorgrimson, Ellis & Holman -

1735 New York Avenue, N.W.
Washington, D.C. 20006

J. Raymond Watson
President

Puerto Rico Telephone Co.
GPQO Box 998

San Juan, Puerto Rico 00936
Frances J. DeRose, Esq.

RCA Global Communications, Inc.
60 Broad Street
New York, New York 10004

Mr. Harold V. Hunter
Administrator, REA

U.S. Dept. of Agriculture

l4th & Independence Ave., S.W.
Room 4051
Washington, D.C. 20250
A. Harold Peterson, Esq.
715 Cargill Building

Minneapolis, Minn. 55402

John L. Bartlett, Esq:
Wiley, Johnson & Rein
Suite 1100

1776 K Street, N.W,
Washington, D.C. 20006

Michael T. Tomaine, Esq.

Nixon, Hargrove, Devans & Doyle
Lincoln First Tower
Post Office Box 1051
Rochester, New York - 14603
Mr. Barry Lynn

United Church of Christ
Office for Church in Society
110 Maryland Avenue, N.E.
Washington, D.C. 20002

J. Randolph MacPherson
Regulatory Counsel

Defense Communications Agency
Washington, D.C. 20305

Allan Finkel, Esq.

Office of Consumer Affairs

Department of Health, Education
& Welfare

Washington, D.C. 20201

Thomas J. O'Reilly, Esq.

Chadbourne, Parke, Whiteside & Wolff

1101 Vermont Avenue, N.W.

Suite 900

Washington, D.C. 20005

John F.- Dodd, Esq.

Post Office Box 11315

Kansas City; Missouri 64112

5. Michael Jensen

Vice President & General Mgr.

Post Office Box 500

Blair, Nebraska 68008

Kenneth Robinson, Esq.
Antitrust Division
Department of Justice
Room 6727

Washington, D.C.  '20530



Mr. Charles F. Larkin
State of Vermont

Public Service Board

120 State Street
Monpelier, Vermont 05602

Joseph Jacobs, Esq.

United States Transmission Systems,
Inc.

67 Broad Street

New York, New York 10004

Joseph DeFranco, Esq.

CBS Inc.

1800 M Street, N.W.

Washington, D.C. 20036

Carolyn C. Hill, Esq.

United Telecommunications, Inc.
1875 Eye Street, N.W.

Suite 1250
Washington, D.C. 20006
Clayton S. Hogstrom

Chief Utilities Engineer
State of Utah

Dept. of Business Regulation
Division of Public Util.

330 East Forth South Street
Salt Lake City, Utah 84111

Manning Lee, Esg.
Pierson, Ball & Dowd ,
1200 - 18th Street, N.W.
Washington, D.C. 20036

Dean George Hill, Esq.
1406 Hopkins St., N.W.
Washington, D.C. 20036

Joseph M. Kittner, Esq.
McKeanna, Wilkinson & Kittner
1150 -.17th Street, N.W.
Washington, D.C. = 20036

Robert J. Kaufman, Esq. ‘
American Broadcasting Companies, Inc.
1330 Avenue of the Americas

New York, New York 10019

Howard Monderer, Esq.

National Broadcasting Company, Inc.
1825 K St., N.W., Suite 807
Washington, D.C. 20006

Michael L. Glaser, Esq.

Francis E. Fletcher, Jr., Esq.
Gardner, Carton and Douglas

1875 Eye St., N.W.
Suite 1050
Washington, D.C. 20006

John W. Pettit, Esgq.

Joe D. Edge, Esq.

Brian C. Murchison, Esq.
Hamel, Park, McCabe & Saunders
1776 K Street, N.W.
Washington, D.C. 20006

Arthur Frass, Esqg.

David Henderson, Esq.

Thomas. Lenard, Esq.

W. Kip Viscusi, Esgqg.

Council of Wage and Price Stability
600 = 17th Street, N.W.

Washington, D.C. 20006

»;Baibara E. Hug

Executive Vice President
Nevada Telephone and Telegraph Company

"~ Reno Office

2125 Pheasant Lane
Reno, Nevada 89509

Vern K. Dunham

Senior Vice President
Telephone Utilities, Inc.
Post Office Box E

Ilwaco, Washington 98624

Arthur H. Simms

Lawrence P. Keller

Western Union Telegraph Company
1828 L Street, N.W.

Washington, D.C. 20036

Craig L. Crandall

Vice President

Wyoming Telephone Company, Inc.
Post Office Box 160

Pinedale, Wyoming 82941



Steven W. Hamm, Consumer Advocate
Ravmond E. Lark, Jr., Asst.
Consumer Advocate
Lee Jedziniak, Esq.
Russell H. Putman, Jr., Esq.
Staff Attorneys
South Carolina Department of Consumer
Affairs
P.0. Box 5757
2221 Devine Street
Columbia, South Carolina = 29250
Kevin H. Cassidy, Esq.
Jeffrey H. Matsuura, Esq.
Satellite Business Systems
8283 Greensboro Drive
McLean, Virginia 22102

Carmen D. Legato, Esq.

Edward Berlin, Esq.

Swidler, Berling & Strelow,
Chartered ,

1000 Thomas Jefferson St. N.W.

Washington, D.C. 20007

Bruce W. Renard

Associate General Counsel

Florida Public Service Commission
101 East Gaines Street
Tallahassee, Florida 32301-8153
James R. Hobson, Esg.

Gail L. Poliwvy, Esg:

GTE Service Corporation

1120 Connecticut Avenue, N.W,
Suite 900
Washington, D.C. 20036
John K. Keane, Jr.

People's Counsel

James H. DeGraffenreidt, Jr.
Asst. People's Counsel

231 E. Baltimore Street
Ninth Floor

Baltimore, Maryland 21202

Peter Tannenwald, Esgq.

Vonya B. McCann, Esq.

Mania K. Baghdadi, Esq.

Arent, Fox, Kintner, Plotkin
& Kahn

1050 Connecticut Avenue, N.W.

Washington, D.C. 20036

.. Anchorage, Alaska

John Shreve, Public Counsel

Benjamin H. Dickens, Jr., Asst.
Public Counsel

Office of the Public Counsel

Room &

The Holland Building

Tallahassee, Florida 32301

Gary C. Tucker

Asst. Municipal Attormey for
The Municipality of Anchorage

Pouch 6-650

632 W. 6th Avenue

99502-0650

John Lucas, Asst. General Counsel

United Telephone Systems, Inc.

P.0. Box 11315,

Kansas City, Missouri 64112

Lloyd N. Moore, Jr., Esqg.

General Counsel

Public Service Commission of the
District of Columbia

451 Indiana Avenue, N.W.

Washington, D.C. 20001

~“Charles M. Meehan, Esq.,

Lee M. Weiner, Esq.
Debora Shur Trinker, Esg.
Keller & Heckman

1150 17th Street, N.W.
Suite 1000
Washington, D.C. 20036
David Wormser, Esq.

Suite 300

1300 North 17th Street
Arlington, Virginia 22209

Michael Boudin, Esgq.

Covington & Burling

1201 Pennsylvania Avenue, N.W.
Washington, D.C. 20044

Lunwood Evans, Esq.
1275 West Washington Street
Phoenix, Arizona 85007



Charles A. Zielinski, Esq.

A. Richard Metzger, Jr., Esgq.
Daniel L. Koffsky, Esq.

Wald, Harkrader & Ross

1300 19th Street, N.W.
Washington, D.C. 20036

Kenneth 0. Eikenberry
Attorney General

Douglas N. Owens

Asst. Attorney General
Temple of Justice

Olympia, Washington 98504

Diane L. Mclntire

Asst. Commerce Counsel
2600 Virginia Avenue, N.W.
Suite 211
Washington, D.C. 20037

Albert H. Kramer, Esgq.

Cohn and Marks

1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036

Ellen S. Deutsch, Esg.
Irwin & Deutsch

2011 Eye Street, N.W.
Suite 301
Washington, D.C. 20037

Steven M. Schur, Chief Counsel
Public Service Commission

Room 463

P.0. Box 7854

Madison, Wisconsin 53707

Philip J. Mause, Esq.

Kadoson, Pfaelzer, Woodard, Quinn
& Rossi

1229 19th Street, N.W.

Washington, D.C. 20036

Hercules F. Bolow

Special Asst. Atty. General
Chief Counsel - Illinois C.C.
180 N. LaSalle Street

Suite 322

Chicago, Illinois 60601

Joel P. Shifman, Esq.

Public Service Commission of West
Virginia

950 Kanawah Blvd. East

Charleston, WV 25301

Leo I. George, Esq.

Donald J. Evans, Esgq.

Robert A. Rich, Esq.

Law Offices of Leo I. George, P.C.
1522 X Street, N.W., Suite 900
Washington, D.C. 20005

R. Philip Brown

Assistant Attorney General
1000 Long Boulevard

Suite 11

Lansing, Michigan 48310

Ronald D. Eastman

Special Asst. Att. General
Lynda S. Mounts, Esq.
Cadwalader, Wickersham & Taft
1333 New Hampshire Avenue, N.W.
Washington, D:.C.. 20036

K.~ Patrick Collins, CAE

_~Executive Vice President

Ohio Telephone Association
150 East Broad Street
Suite 220
Columbua, Ohio 43215

Stephen R. Bell, Esq.

Paul J. Sinderbrand, Esq.
Squire, Sanders & Dempsey

1201 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

Gerald R. Tarrant

Director for Public Advocacy
120 State Street
Montpelier, Vermont = 05602

Eric A. Eisen, Esq.

Elizabeth Ross, Esq.

Birch, Horton, Bittner & Monroe
1140 Connecticut Avenue, N.W.
Suite 1100

Washington, D.C. 20036



Kent Ragsdale, Esq.
General Counsel

Missouri PSC

P.0. Box 360

Jefferson City, Missouri 65102
James M. Tobin, Esq.

Lexitel Corporation

1660 L Street, N.W.

Suite 201
Washington, D.C. 20036
William E. Willis, Esq.

Robert Bell, Esq.

Sullivan & Cromwell

1775 Pennsylvania Avenue, N.W.
Washington, D.C. = 20008

Richard E. Wiley, Esq.
Philip V. Permut, Esq.
Robert J. Butler, Esgqg.
Wiley, Johnson & Rein
Suite 1100

1776 K Street, N.W.
Washington, D.C.. 20006

Charles R. Cutler, Esq.

Alfred Winchell Whittaker, Esq.

Kirkland & Ellis
1776 K Street, N.W.
Washington, D.C. 20006

Richard H. Shay, Esq.

Chief Counsel

National Telecommunications and
Information Administration

Department of Commerce

Room 4892

Washington, D.C. 20230

Bruce Fein, General Counsel
Federal Communications Commission
1919 M Street, N.W.

Washington, D.C. 20554

The Honorable William French Smith
Attorney General of the United States
Washington, D.C. 20004

Ward H. White, Esquire

Senior Counsel

Senate Committee on Commerce,
Science and Transportation

Room 508

Dirksen Senate Office Building

Washington, D.C. 20510

David K. Aylward, Esquire

- Chief Counsel
~House Subcommittee on

Telecommunications, Consumer
Protection & Finance
Room B-331
Rayburn House Qffice Building
Washington, D.C. 20515
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AT&T Hookup Charges

By Michael Isikoff

Washington Post Staff Writer

The Reagan administration has sharply criticized a '

Federal Communications Commission order that would
increase by as much as 100 percent the charges that
long-distance -competitors of American Telephone &
Telegraph pay to hook up to local phone lines.

The commission’s order would “represent a dramatic
increase” from the current rates the long-distance com-
panies must pay and would be “disruptive” of the long-
distance telephone market, according to a Commerce
Department filing with the FCC released yesterday. In

an accompanying letter to FCC Chairman Mark Fowler,

Commerce Secretary Malcolm Baldrige asked that the
commission lower those fees. o

Tl.le' surprise Commerce Department request puts the
administration squarely behind MCI Communications
Cox:p., GTE/Sprint, and other long-distance carriers in
their continuing battle over rates with AT&T. The long-
distance market is currently dominated by AT&T, which
handles about 94 percent of all such calls compared with
MCI's 3% percent. (All other firms account for the re-
maining 2% percent.) ‘

The competitors currently receive a large discount in
the charges they pay for access to local Bell System -op-
erations because the quality of the connection is inferior
to that of AT&T’s long-distance service. This allows

DOJ-1585-04

them to undercut AT&T’s prices by as much as 50 per-
i cent and gradually make small inroads into the market.
The FCC’s decision, however, presents the theory that
. they gradually would receive “equal  access” to local
" phone lines and thus he able to offer higher quality. But
in a petition filed last month with the FCC, eight of the
competing carriers protested that their rates would go up
80 fast that they would be threatened with “staggering
losses” and eventual extinction. MCI has contended that
-its own annual access costs would jump from $210 mil-
lion to $357 million. ,
- A spokesman for AT&T yesterday decried the Bal-
drige letter as supporting a continued “gubsidy for some
of the highest profit-making companies in the country.”

‘Their current discount gives MCI and the others “an un-

- fair” advantage over AT&T, the spokesman said. |
* The access-charge decision was intended to foster a
more competitive long-distance market and originally
was scheduled to take effect Jan. 1, the date of AT&T’s
divestiture, whén seven Bell System regional operating
companies are to be spun off from the parent company,
while  AT&T retains its research, manufacturing and

long-distance operations. .
Two weeks ago the FCC postponed the access-charge
order until April 3, In addition, the House Commerce
Committee last week passed legislation that would freeze
temporarily the charges that the competitive carriers

must pay. : ;
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THE WHITE HOUSE

- WASHINGTON

March 13, 1984

MEMORANDUM FOR FRED F. FIELDING
FROM: JOHN G, ROBERTSPA
SUBJECT: CCCT Decision Paper and Press Release

Regarding Antitrust Barriers to Joint
Research and Development

Richard Darman has asked for comments by 5:00 p.m. today on
a proposal by Secretary Baldrige, for the Cabinet Council on
Commerce and Trade, that the White House reiterate its
strong support for legislation to foster research and
development joint ventures. Last September the Adminis-
tration introduced its proposal in this area, the National
Productivity and Innovation Act of 1983. The President's
Commission on Industrial Competitiveness recently recom-
mended passage of such legislation, and bills similar to the
Administration proposal are facing imminent action in both
the Senate and House Judiciary Committees. Baldrige urges
White House support for the Senate bill, scheduled to be
voted on by the Committee on March 15, and calls for the
issuance of a White House press release affirming Adminis-
tration support for the legislation.

I have reviewed Baldrige's proposal and have no objections.
The Administration is already clearly on record as sup-
porting the substance of this legislative initiative, and
there can be no objection to reiterating this support.
(Presumably any Cabinet member who feels otherwise can
simply write an op ed piece for the New York Times, as
Baldrige did last Sunday on McGrath's steel merger decision.)

Attachment



THE WHITE HOUSE

WASHINGTON

March 13, 1984

MEMORANDUM FOR RICHARD G. DARMAN
ASSISTANT TO. THE PRESIDENT

Plimd Y SR B
Vrig. slomed b

FROM: FRED F. FIELDING =
COUNSEL TO THE PRESIDENT

e ]
e
i

7 \ 1

&

SUBJECT: CCCT Decision Paper and Press Release
Regarding Antitrust Barriers to Joint
Research and Development

Counsel's Office has reviewed the above-referenced decision
paper and proposed press release, and finds no objection to
them from a legal perspective.

FFF:JGR:aea 3/13/84
cc: FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WASHINGTON

R March 13, 1984

MEMORANDUM FOR RICHARD G. DARMAN
ASSISTANT TO THE PRESIDENT

FROM: FRED F. FIELDING
COUNSEL TO THE PRESIDENT

SUBJECT: CCCT Decision Paper and Press Release
Regarding Antitrust Barriers to Joint
Research and Development

Counsel's Office has reviewed the above~referenced decision
paper and proposed press release, and finds no objection to
them from a legal perspective.

FFF:JGR:aea  3/13/84
cc: FFFielding/JGRoberts/Subj/Chron
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Document No.

WHITE HOUSE STAFFING MEMORANDUM

DATE: 3/13/84 ACTION/CONCURRENCE/COMMENT DUE BY:

SUBJECT: CCCT DECISION PAPER & PRESS RELEASE RE ANTITRUST BARRIERS

5:00 TODAY

TO JOINT RESEARCH AND DEVELOPMENT

ACTION FYI ACTION FYI
VICE PRESIDENT O O  McFARLANE 0O O
MEESE 0 & MdMANUS O 0O
BAKER - O & MURPHY O O
DEAVER O & OGLESBY v O
STOCKMAN , ™ O ROGERS O 0
DARMAN op # SPEAKES h/[j
FELDSTEIN @ O  SVAHN O O
FIELDING ){ 00  VERSTANDIG & O
FULLER 0 O  WHITTLESEY v O
HERRINGTON O O O 0O
HICKEY O O O O
JENKINS O O 0

REMARKS:

Please provide comments/recommendations by 5:00 p.m. today.

Thank vou.

RESPONSE:

198% MAR 13 Py 1: 09

Richard G. Darman
Assistant to the President
Ext. 2702
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THE WHITE HOUSE 5y R 13 T2 5l
WASHINGTON
U March 12, 1984
MEMORANDUM FOR THE PRESIDENT
FROM: THE CABINET COUNCIL ON COMMERCE AND TRADE
SUBJECT: Antitrust Barriers to Joint Research and

Development

The President's Commission on Industrial Competitiveness
recently made a series of recommendations designed to enhance
U.S. industrial competitiveness. One of the recommendations is
to modify the antitrust laws to encourage U.S. firms to form
procompetitive joint research and development (R&D) ventures.

Improving U.S. industrial productivity and competitiveness
will depend largely on our investment in R&D. New technologies
provide society with wide-ranging benefits that cannot be fully
captured by the individual investor. Hence, government should
encourage greater private sector investment in R&D. However, the
increasing complexity of R&D has pushed many large scale projects
beyond the ability of any individual company to undertake. 1In
fact, even IBM, the sixth largest company in America, found it
necessary to participate in a joint R&D venture in semiconductor
research. Moreover, more intense foreign competition means that
U.S. industry will have to increase its investment in R&D.

Greater encouragement of joint R&D ventures would represent
an Administration initiative to counter industrial policy
proposals. Moreover, such an approach would stimulate U.S.
industrial competitiveness without increasing Federal budget
outlays.

The Commission's recommendation is consistent with a
legislative proposal you submitted to the Congress in September
1983, the National Productivity and Innovation Act. Your
proposal would encourage the formation of procompetitive joint
R&D ventures by amending the antitrust laws while still
protecting competition.

Congress is currently considering legislation that is similar
to your proposal and the Commission recommendation. The House
Judiciary Committee is expected to report soon a bill sponsored
by Chairman Rodino that is largely similar to your proposal.

This Thursday, March 15, the Senate Judiciary Committee is
expected to vote on joint R&D legislation that is essentially
your proposal with a few technical amendments.



We are reaching a critical stage in the legislative process.
It is important that the Administration, particularly the White
House, actively support the passage of this legislation without
delay. Strong White House support is needed to pass this
important legislation to help U.S. industry to compete more
effectively in world markets,

Recommendations:

1. That the White House express its strong support for
expeditous passage of your legislation in this session of
Congress. In particular, the White House should strongly
support approval of your amended proposal in the Senate
Judiciary Committee on Thursday, March 15; and

2. That the White House issue the attached press release
encouraging the Congress to enact joint R&D legislation in
this session.

Approve Disapprove

M&lcolm Baldrige
Chairman Pro Tempore

Attachment
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THE WHITE HOUSE

Office of the Press Secretary

March 14, 1984

STATEMENT BY THE PRESIDENT

The Congress is now considering legislation to foster
research and development joint ventures by requiring more
realistic antitrust treatment of those ventures. That proposal
is the heart of the National Productivity and Innovation Act I
submitted last vear.

This legislation is another important step in the vital
effort to make American industry more competitive in world
markets. I am encouraged that this legislation has received
bipartisan support in both the Senate and the House. I urge the
Congress to pass it without delay.



, | EXECUTIVE OFFICE OF THE PRESIDENT g
DFFICE OF MANAGEMENT AND BUDGET 072 %

. ROUTE SLIP

10 John Roberts Take necessary action

Approval or signature

Comment

Prepare reply

Discuss with me

For your information

See remarks below

Ooooo0oooa

EROM Branden Blum DATE 6/22/84

REMARKS

Attached is a copy of S. 1578 for your review.

OMB FORM 4
Rey Aug 70
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Calendar No. 997
“Hame”  S.1578

To clarify the application of the Federal antitrust laws to local governme‘nts.

IN THE SENATE OF THE UNITED STATES

JUNE 29 (legislative day, JUNE 27), 1983
Mr. TaurMmonD (for himself, Mr. DeConciNi, Mr. DomeNICI, Mr. HaTcl, Mr.
HerLN, Mr. HELMS, Mr. Laxant, Mr. Pryor, Mr. STEVENS, Mr. Bume-
ERS, Mr. STENNIS; Mr. Rora, Mr. BoreN, Mr. NickLES, Mr. Dixon, Mr.
Sasser, Mr. HoLriNgs, Mr. DENTON, Mr. WiLson, Mr. Boscuwirz, Mr.
WarLop, Mr. D’AMaTO, and Mr. SimpsoN) introduced the following bill;
which was read twice and referred to the Committee on the Judiciary

JUNE 15 (legislative day, JUNE 11), 1984
Reported by Mr. THURMOND, with an amendment
[Omit the part struek through and insert the part printed in italic]

A BILL

To clarify the application of the Federal antitrust laws to local

- governments.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the “Local Government Anti-
4 trust Act of 1983”.
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Ste: 3 The Federal antitrust laws shall net apply te
any law or other aetion of; or officinl aetion directed by o
tion unit of loeal government in the exereise of Hs rogulatory
vate persens; where sueh law or aetion 13 valid under State
lowe exeept to the extent that the Federal antitrust laws
would apply to & similer low or aetion of; or offieial aetion
directed by, & State: For purpeses of this seetion; the term
“Federal antitrust laws” means the antitrust laws; as sueh
sorm i dofined in the frst section of the Clayton Aeb (U5
US-C- 12); and seetion 5 of the Federal Trade Commission

SEc. 2. (a) Sections 4, 44, and 4C of the Clayton Act
(15 U.8.C. 15, 15a, and 15¢) shall ’not apply to any law or
other action of or official action directed by, a city, village,
town, township, county, or other genmeral function unit of
local government in the exercise of its regulatory powers, in-
cluding but not limited to zoning, franchising, licensing, and
the establishment or provision of public services on an exclu-
siwe or nonexclusive basis in a manner designed to ensure

public access or otherwise to protect the public health, safety,

S 1578 RS
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or welfare, but excluding the purchase or sale of goods or
services on a commercial basis by the unit of local govern-
ment in competition with private persons, where such law or
action 1s valid under State law.

(h) No ddmayes, interest on damages, costs, or attor-
ney’s fees may be recovered under section 4, 44, or 4C of the
Clayton Act (15 U.S.C. 15, 15a, and 15¢) from any unit of
local government or official thereof acting in his official

capacity.

8 1578 R8



Calendar No. 997
O Sasaton S. 1578
A BILL

To clarify the application of the Federal antitrust laws
to local governments.

JUNE 15 (legislative day, June 11), 1984
Reported with an amendment



