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D. Price Restraint Posed by Microsoft’s Installed Base 

57. Software never expires, so consumers who already have a version of Windows

with which they are content and who are not shopping for a new PC system are somewhat

reluctant to incur the cost of upgrading to a new version of Windows.  Fortunately for Microsoft,

the pace of innovation in PC hardware is rapid, and the price of that hardware has declined

steadily in recent years.  As a result, existing PC users buy new PC systems relatively frequently,

and OEMs still attract at a healthy rate buyers who have never owned a computer.  The license

for one of Microsoft’s operating system products prohibits the user from transferring the

operating system to another machine, so there is no legal secondary market in Microsoft

operating systems.  This means that any consumer who buys a new Intel-compatible PC and

wants Windows must buy a new copy of the operating system.  Microsoft takes pains to ensure

that the versions of its operating system that OEMs pre-install on new PC systems are the most

current.  It does this, in part, by increasing the price to OEMs of older versions of Windows when

the newer versions are released.  Since Microsoft can sell so many copies of each new operating

system through the sales of new PC systems, the average price it sets for those systems is little

affected by the fact that older versions of Windows never wear out.

E. Price Restraint Posed by Piracy

58. Although there is no legal secondary market for Microsoft’s PC operating

systems, there is a thriving illegal one.  Software pirates illegally copy software products such as

Windows, selling each copy for a fraction of the vendor’s usual price.  One of the ways Microsoft

combats piracy is by advising OEMs that they will be charged a higher price for Windows unless

they drastically limit the number of PCs that they sell without an operating system pre-installed. 


