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It is a pleasure to have an opportunity to discuss recent
activities of the Federal Trade Commission.

I like to think of

the FTC as a consumer protection agency - even though we are an
antitrust enforcer as well.

Our mandate traditionally has been

to safeguard the American consumer from unfair and deceptive
i

business practices.

We also guard against unfair methods of

competition that rob consumers of an unfettered freedom of choice
in the marketplace.

Our work is based on the belief that free

markets generally work and our law enforcement efforts are aimed
at ensuring they can.

Recently, our faith in free markets has

become an export commodity.

Several Eastern European countries

have sought United States assistance in establishing their newly
emerging economies.
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They are seeking guidance on appropriate

mechanisms for allowing a free market economy to gain a foothold.
Together with our friends in the Justice Department's Antitrust
Division, we have already begun the important work of technical
assistance to these westward facing Eastern nations.
So, I want to offer you this afternoon a global report,
beginning here at home, on what the FTC does to benefit
consumers, industry, and competition.

Namely, how do we

establish a level playing field to assure ourselves that the free
market works as well as possible to serve the American public?
How do we achieve our two general objectives of keeping the
nation's marketplace honest and competitive?

Finally, how can

our experience in competition in the United States serve the
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emerging new economies in eastern Europe?

Let me note that these

remarks reflect my own views and not necessarily those of other
Commissioners or the Commission as a whole.
The Commission's size is small in comparison to the scope of
its mission.

We are a workforce of 925 people with a budget of

$75 million.

We have responsibilities under 29 separate statutes

and authority to act in nearly every sector of the economy. 1

I

believe that in the enforcement of these statutes, the Commission
has made significant contributions to the well-being of consumers
by taking actions that have a sound legal and economic basis and
by ensuring that the remedies we obtain are custom-designed to
resolve the problems.

A.

Competition Program

Let me turn first to our competition program for some
examples of those contributions.

In fact, our competition

program's fundamental mandate is to provide consumer protection.
It may sound curious to talk about consumer protection in the
antitrust area.

Antitrust work often can seem abstract, so I

want to discuss not merely the

t~eory

of our cases, but some of

the remedies we have obtained and how those benefit consumers.
Our goal is to preserve competition to provide the lowest prices
and highest quality for American consumers.

The Commission's jurisdiction is limited in areas
relating to banks, communications common carriers, airline
',carriers, and the business of insurance.
I
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The Commission's merger enforcement program has produced
immediate and tangible results.

Last year, despite nearly a 25\

decrease in Hart-Scott-Rodino filings, the Commission
investigated 55 proposed transactions, compared to 35 the
previous year.

We took enforcement actions in 20 cases, a SO\

increase from the previous year.

So far this year, the

Commission has taken 8 merger enforcement actions.

Overall, the

Commission has successfully obtained relief in 26 of the 28
merger actions it has pursued.
In late 1989, the Commission obtained a preliminary
injunction against the proposed acquisition of Optic-Electric
Corp. ("OEC") by Imo Industries. 2

The companies were two

leading manufacturers of image intensifier tubes, a major
component in defense-related night vision devices, such as weapon
sights and tank driver's viewers.

The Department of Defense, the

major customer for these tubes, had forecast that if the
acquisition proceeded, it would pay about $1,450 per tube in its
upcoming three-year contract.

After the parties abandoned the

transaction, we learned that Imo had won the DOD contract with a
bid price of $950 per tube.

Thus, our intervention may have

saved the Department of Defense close to $22.5 million.
Our ability to protect consumers from anticompetitive
mergers depends largely on our ability to investigate and, if
warranted, challenge them before assets have been scrambled.
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FTC v. Imo Industries, Inc. and Optic-Electric
Corporation, Civ. Act. No. 89-2955 (D.D.C. Nov. 22, 1989).
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insist on compliance with the Hart-Scott-Rodino
notification program, which generally requires large
to make a premerger filing with both the Commission and
~~-~·"t

of Justice when acquiring over $15 million of assets
of another company.

Failure to comply with this

tutory obligation can subject a party to civil penalties up to
10,000 for each day it is in violation.

This year alone, we

taken action in 5 cases where companies violated the
rger notification rules and since 1990 have obtained consent
decrees with assessed civil penalties of $3.9 million.
While in the merger area, we are usually concerned with
preventing unrealized consumer harm associated with post merger
collusion, the Commission's non-merger antitrust actions
typically challenge existing restraints that manifest measurable
consumer harm.

Recent cases involved so-called tying offenses

and resale price maintenance, otherwise known as vertical pricefixing.
On the non-merger side, our efforts focus on the actions of
individual companies or groups of competitors to fix prices or
otherwise inhibit competition.

The bulk of the Commission's non-

merger antitrust activity involves illegal agreements among
competitors.

For example, in March 1990 the Commission issued

administrative complaints against several New York pharmaceutical
societies that were allegedly engaging in an illegal group
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boycott of a state insurance plan. 3

The complaints alleged that

these actions injured consumers by reducing price competition and
coercing the state into raising the prices paid to pharmacies.
The Bureau of Competition estimated that this scheme cost the
State of New York approximately $7 million over an eighteen month
period.

The consent decrees prohibit such conduct in the future.

Last year, the Commission issued a complaint against a
physician who allegedly required consumers to purchase one
service in order to obtain another service that only he
provided.'

Consumers who needed out-patient kidney dialysis

services had no practicable alternative to using the doctor's
facilities.

His price for those out-patient services, however,

was limited by Medicare reimbursement rates.

He therefore

allegedly circumvented Medicare's price regulation by requiring
out-patients to use his in-patient services as well, for which he
charged a higher than competitive price.
The Supreme Court has held that it is illegal for a
manufacturer and distributor to agree on the price a distributor
charges for its product.

The Commission has recently entered

into two consent orders barring price-fixing agreements -- the
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Pharmaceutical Society of the State of New York, Inc.
("PSSNY"), Long Island Pharmaceutical Society, Inc., the
Pharmaceutical Society of Orange County, Inc., and Westchester
County Pharmaceutical Society Inc., File Nos. C-3292-3295 (July
9, 1990); Empire State Pharmaceutical Society, Inc., D. 9238
(Feb. 5, 1991); Capital Area Pharmaceutical Society and Alan
Kadish, the former President of PSSNY, D. 9239 (Feb. 7, 1991).
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GeraldS. Friedman, M.D., File No. C-3290 (June 18,

1990).
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first such orders in about ten years.

Last month, the Commission

accepted a consent agreement for public comment with Nintendo,
the nation's largest manufacturer of video games, 5 settling
allegations that Nintendo fixed the prices at which dealers
advertise and sell Nintendo home video-game hardware to
consumers.

The consent agreement requires Nintendo to

refr~in

from fixing the price at which any dealer advertises or sells any
Nintendo products to consumers.

This case also represents a

milestone in federal-state cooperation.

Led by the States of

Maryland and New York, a total of 39 states to date accepted a
consent requiring the same prospective relief as required by the
Commission order.

Thus, Nintendo is subject to the same rules

nationwide, rather than having separate obligations in each
state, and consumers and dealers are afforded the same rights.
One of my chief goals has been to foster cooperation between
state and federal officials so that businesses and consumers
could receive uniform remedies nationwide.

I am happy to see

progress in this area.

B.

Consumer Protection Mission

Let me shift now to a discussion of our Bureau of Consumer
Protection's contributions.

The Commission's consumer protection

mandate is the broadest in the federal arena, and our goal is to
ensure that consumers are able to make free and informed purchase
s
Nintendo, File No. 901-0028 (accepted for public
comment Apr. 10, 1991). See also Kreepy Krauly, File No. 9010089 (accepted for public comment 1/17/91).
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decisions, based on truthful, nondeceptive information.

In the

health area, for example, these efforts have included cases
against diet scams, unsubstantiated "low-cholesterol" claims, a
seller of a fortified wine cooler, and allegedly false AIDS
treatments.
In the area of telemarketing, the Commission is combatting
telemarketing fraud including sophisticated investment frauds in
such big-ticket items as rare coins, art, gemstones, and gold
mine interests.

Almost all these scams share promises that the

investment is low risk, will yield a high return, and must be
acted upon quickly.

The Commission's telemarketing efforts also

involve sellers of water purifiers, vacation packages, and the
resale of timeshare or recreational property, just to name a few.
Telemarketers have a gift for selecting items of timely
significance and promoting them vigorously.
The Commission brings these fraud cases in federal court,
where we typically seek a Temporary Restraining Order and freeze
the proposed defendants' assets, in order to provide redress to
consumers at the conclusion of the case.

Since 1983,

the Commission has stopped the fraudulent telemarketing
activities of companies having sales of over $870 million.
Just yesterday, the Commission announced one of the largest
settlements in its history.

Under the terms of the agreements,

$47 million will be distributed to 8,230 consumers.

The

settlements stem from a complaint alleging that respondents
engaged in false and deceptive sales practices in connection with
8

