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1.

Asked t o address nonopol i zation, the conduct that leads to it,
and t he conduct that acconpanies it. Big order; could be, and
has been, a lifetine's work. Not sure | know what the
organi zers are seeking, so please interrupt if | stray.
Recogni ze mmj or cases of Handi an nonopolization (65 percent
plus) are rare. W1l ignore the special case of attenpted
nmonopol i zat i on.

How nonopol i ze? Several causes.

a. Mer gers. Shoul d be prevented or conbatted ex post.
Power ful | egal nmandates and precedents.

b. Nat ural advant ages: EoS, natural resources, network
externalities. Rare except in traditional regulated

i ndustries or with narrow market definitions (e.g., sone
pharma t herapy cl asses).

c. Superior efficiency, especially technical innovation.
Har dest cases, probably al so the nost preval ent now. The
sanpl e of seven. W clearly should encourage tech.
superiority. Howantitrust action affects incentives is
a conpl ex question over which | nust pass.

d. Patent accurnulation -- a subset. 1In ny view, should be

(G sco as a puzzle). Past cases in ny sanple of seven: GE, ATT.

Xer ox questi onabl e.

3.

The pricing consequences of nonopoly. Varied, depends upon
entry barriers. |If |Iow, how explain? The USS case -- worst
precedent of all. |Inco behaved simlarly, |ost nonopoly.

Much nore inportant than pricing: Are nonopolists superior
i nnovators? Duality of theory; in small or slowy grow ng
mar kets, perhaps -- need to cover R&D costs. But after
scientific or technical breakthroughs, or wth secure
nmonopol i sts  rel uctant to cannibalize existing rents,
nmonopol i es are typically sl ow, deficient innovators. Intel as
alimted exception: "Only the paranoid survive." M crosoft
t 0o. But clearly nmuch to criticize on conduct of SO CE
AT&T, Xerox, IBM (fast second), Mcrosoft (sane). See
separate notes, long paper. And conbined with a fast second
strategy, discourage challengers. Judge Jackson in M5

Most harnful of all is the nessage that M crosoft's
actions have conveyed to every enterprise with the
potential to innovate in the conputer industry. Through
its conduct toward Netscape, |IBM Conpaq, Intel, and
ot hers, Mcrosoft has denonstrated that it will use its
prodi gi ous mar ket power and i nmense profits to harm any
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firm that insists on pursuing initiatives that could
intensify conpetition against one of Mcrosoft's core
products. M crosoft's past success in hurting such
conpanies and stifling innovation deters investnent in
t echnol ogi es and busi nesses that exhibit the potential to
threaten M crosoft. The ultinmate result is that some
i nnovations that would truly benefit consunmers never
occur for the sole reason that they do not coincide with
M crosoft's self-interest.

Intel too: the chart from Mcrosoft testinony, prepared for
FTC s Intel case.

The superiority of open conpetition in inducing vigorous
i nnovation seens clear. The presunption of antitrust should
be to err on the side of maintaining conpetition and keepi ng
both conduct and structural barriers at mninum feasible
| evel s.

This is hard. There is no way to evaluate such situations
without a careful rule of reason analysis guided by
appropriate econom c theory. Natural experinments don’t work;
the facts vary too nuch fromcase to case. But when nonopoly
positions exist, the job can be done and shoul d be done.

| woul d be pleased to answer questi ons.



