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efore you ask Santa Claus for a new
Windows PC, remember the adage

“Be careful what you wish for.”
In the best of all possible worlds,
we would all benefit from the Micro-
soft monopolies of MS Windows and MS Office,
by enjoying the network effects that result from
most people using the same software: Everyone
can easily exchange files, and teach each other

how to use the software efficiently.

Unfortunately, since Microsoft’s goal is to
maximize its profits and not its benefits to users,
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the world Microsoft actually delivers is not the
best of all possible worlds—far from it. Indeed,
network effects have become as much a weapon
in Microsoft’s arsenal as they are a boon to con-
sumers.

AN UNHAPPY SURPRISE
Microsoft rolled out Vista, yet another
“great” new operating system, this year. A
new behemoth, Vista does zillions of new things
that I don’t understand or need, most of which
[ will never even know about. Moreover, along
with that operating system, the world received
the double blessing of Office 2007.

The first person at my company who got
this heavenly combination was our Executive
Vice-President. He was furious. Vista and Office
2007 came with his new computer by default.
When Michael Dell, Bill Gatess buddy and the
founder of the world’s leading PC manufacturer,
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sold it to our VP, Dell didn't say, “Would you
prefer the old versions of the operating system
and MS Office that you know how to use?” Our
VP would have said, “Hell yes!”

Unfortunately, however, the choice wasn’t
offered. Instead, he got a shiny new computer
that he didn’t know how to use: Functions were
rearranged, and keyboard shortcuts were dif-
ferent. Think of the social cost of millions like
him having to adjust to a new system they never
wanted, and would have opted against if given
the choice.

Worst of all, his coworkers couldn’t read the
Microsoft Word files he sent them in the new
“.docx” format. They wrote back and asked
him to resave files in an older “.doc” format
and resend. Doing so wasted time, and this
workaround might not have worked if he had
inadvertently used some newfangled format-
ting feature. Hmmm, I wonder if, when you
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do that, MS Word warns you that your file will
become incompatible? That question, of course,
is rhetorical. Such a warning simply wouldn’t be
Microsoft’s style.

To be sure, Microsoft does provide a patch
that is supposed to allow old versions of Office
to read the new “.docx” format. But who knows
about the existence of the patch? Not many. Most
of us learn about it, to our consternation, in the
midst of a time-pressured situation involving a
document that cannot be opened.

MITIGATING THE DAMAGE

ventually, our company, bepress, learned a

few things. We now buy Dells with the old
operating system (though we have heard that
won't last forever) and scrounge around for
“new” versions of the old MS Office 2003 else-
where, which we install ourselves. The added
time and expense is worth it, to undo the dam-
age Microsoft has wrought, because this way,
bepresss employees don't have to learn some-
thing new or struggle with the bugs of the new
version of the new products.

Unfortunately, increasingly customers email
us Office 2007 files saved in the “.docx” for-
mat, because that is the default format Microsoft

chose. Could Microsoft have made the default
be the traditional “.doc” instead? Surely, but
that would not have served its purpose, which
is clear enough: Eventually, after enough of the
world pays Microsoft for Office 2007, bepress,
too, will be dragged along, kicking and scream-
ing. After paying extra money to stick with the
old system, eventually we will buy the new one.
And then, in four or five years, Microsoft will
begin our agony all over again.

THE SIMPLE ECONOMICS OF A NETWORK MONOPOLY
Microsoft controls many things. Obviously,

it owns its old software and can decide
at what price to sell it and whether to sell it at
all. And Microsoft owns its new software. More
subtly, Microsoft can control expectations. And
expectations turn out to be everything when
network economies are substantial, as they are
in software markets.

If everyone tomorrow woke up expecting
that the world would shift to Apple within six
months or a year, then sales of Windows would
plummet. Why buy a Windows machine when
all your colleagues will own Macintoshes and
can help you on them, but not on Windows?
Why buy a Windows machine when all the

-

independent software developers will program
for the Macs new Leopard system, and not
Windows? The expectations are self-fulfilling.

But that is not our world. In our world, when
Microsoft rolls out Vista, everyone knows that
(almost) everyone will adopt Vista. The ques-
tion is when you should switch, not whether you
should switch. Adding new features can speed
the transition, but surprisingly, Vista (in theory)
need not even have any valuable new features
to take over. It needs only two things: First, it
must be incompatible with existing systems in
certain respects. Second, a sufficient number of
people must know that it will become the new
standard.

Designing new software to be incompatible
with old software is essential to ensure that the
transition is complete. Otherwise, people might
keep their old machines or keep installing old
software on new machines.

WHY DOES MICROSOFT DEVELOP NEW SOFTWARE?
reating new software is costly, so you may
wonder, Why should Microsoft bother?

Why doesn’t Microsoft just sell its original soft-

ware for more, and promise not to make it obso-

lete with new software?
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To be sure, one reason is fear of being over-
taken by a new technology that would make it
obsolete. Another reason is that Microsoft may
find it difficult to make such a commitment. But
there is a third powerful but subtle reason, too.

The Nobel Laureate Ronald Coase made a
conjecture long ago known as “The Coase Con-
jecture” A monopolist selling a durable good
must sell it at marginal cost. For Microsoft, that
is trouble with a capital “T.” After all, the mar-
ginal cost for software is zero, and Bill Gates’s
wealth would go down a lot if that were the
equilibrium price for Microsoft’s wares.

Now, of course, Coases claim is a little
extreme. But it has great power, nonetheless.
Microsoft cannot extract its full monopoly rents
selling its software without upgrades; not even
close. The problem, fundamentally, is that even
though Microsoft has a monopoly on primary
sales of its software, copies sold in 2007 com-
pete with those sold in 2006.

However, by coming out with a new operat-
ing system and new MS office software, Microsoft
creates incompatibilities, some subtle and some
obvious, that make the old software obsolete.
This way, Microsoft can sell the old operating
system at high profit margins without fear that

people wait until the price drops. The price will
never drop, for Microsoft will just roll out a new
system, again at high profit margins.

WHAT CAN BE DONE?
Microsoft has been in antitrust trouble for 15
years running. Although Microsoft just settled
its latest case, this one with the European Union,
something tells me that Microsoft will get in trouble
with antitrust authorities yet again before too long.
The next time around, I hope the antitrust
authorities give serious consideration to a rem-
edy that Ian Ayres, Hal Varian, and I have devel-
oped. Suppose Microsoft had to allow licensing
of old versions of Microsoft software at a rea-
sonable price (perhaps the price of the new ver-
sion) whenever Microsoft brings out new ver-
sions. This would give Microsoft an incentive to
make sure that new versions were compatible
and significantly better than old versions—oth-
erwise, the new versions wouldn’t sell, or at
least wouldn't sell easily. Wouldn' it be great if
Microsoft’s new software had to compete suc-
cessfully at least against its old software? Then
we would know the world was improving.
In the meantime, while you await a sen-
sible competition policy that deals with these
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problems, and while you think about what you
want for Christmas, think twice before asking
for that new Windows PC. Instead, I recom-
mend you install the Microsoft patch to your
old computer (See http://office. microsoft.com/
en-us/word/HA100444731033.aspx) and just
suffer the devil you know.

Letters commenting on this piece or others may
be submitted at http://www.bepress.com/cgi/
submit.cgi?context=ev.
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AARON EDLIN

El robo de la Navidad

= Ante una nueva computadora: “Ten cuidado con lo que deseas”

Aaron Edlin es profesor de Economia y Derecho en la Universidad de California en Berkeley y
presidente de The Berkeley Electronic Press. Copyright: Project Syndicate/The Economists' Voice,
2007. www.project-syndicate.orgTraduccion de Kena Nequiz

Antes de pedir una nueva computadora con sistema operativo Windows, recordemos la vieja
advertencia: “Ten cuidado con lo que deseas”. En el mejor de los mundos, todos nos
beneficiariamos del llamado “efecto de red” que resuita cuando la mayoria de las personas
utilizan el mismo software: todos podriamos comunicarnos con facilidad y ensefiarnos
mutuamente a utilizar el software de manera eficaz. Desgraciadamente, debido a que
Microsoft utiliza el efecto red para maximizar sus ganancias y no para beneficiar a los
usuarios, el mundo que nos ofrece no es el mejor.

Consideremos Vista, otro “gran” sistema operativo nuevo que Microsoft sacé a la venta este
afio junto con Office 2007. La primera persona que utilizé Vista en mi empresa fue nuestro
vicepresidente ejecutivo. Estaba furioso. Vista y Office 2007 ya venian instalados en su
nueva computadora Dell. Dell no pregunté: “¢ Preferiria usted las versiones antiguas del
sistema operativo y de MS Office que ya sabe usar?”. Asi que nuestro vicepresidente obtuvo
una computadora nuevecita que no sabla utilizar: las funciones habian cambiado y las
combinaciones abreviadas del teclado eran diferentes.

o Pensemos en el costo de productividad para millones de
& Imprimir (=) Recomendar personas como €l que se tendran que adaptar al nuevo
A Disminuir Aﬁ Aumentar sistema. Ademas, sus colegas no podian leer los archivos de
Microsoft Word que les enviaba en el nuevo formato “.docx”.
Le pidieron que se los volviera a enviar con el antiguo
formato “.doc” —que pudo no haber funcionado si él hubiera utilizado una nueva y extrafia
funcién de formateo. Es cierto que Microsoft proporciona un parche que permite que las
versiones antiguas de Office lean el nuevo formato “.docx”. Pero Microsoft no lo anuncia —ni
nos advierte que nuestro archivo Office 2007 esta a punto de ser incompatible con las
versiones anteriores.

¢Cuando cambiar? Si bien Microsoft pudo haber conservado el formato tradicional “.doc”
como el formato por defecto de MS Word, ello no habria sido util para sus fines: después de
un tiempo, cuando una cantidad suficiente de personas hayan adquirido Office 2007, los que
aun no lo hayan hecho se veran obligados a hacerlo a pesar de sus quejas y protestas.
Pasados cuatro o cinco afios, Microsoft dara inicio a un nuevo tormento para nosotros.

Obviamente Microsoft es el propietario de su software antiguo y puede decidir a qué precio
venderlo —o no venderlo. De manera mas sutil, Microsoft puede controlar las expectativas,
que a su vez se autocumplen cuando las economias de red son sustanciales, como en el
caso de los mercados de software. Si todo el mundo despertara mafiana previendo que en
un afio el mundo cambiaria a Apple, las ventas de Windows se desplomarian. 4 Para qué
comprar una maquina Windows si todos nuestros colegas tendran Macintosh y nos podran
ayudar con ellas pero ya no con Windows, y si todos los programadores de soffwares
independientes estaran programando para el nuevo sistema operativo Leopard de la Mac?

Pero ese no es nuestro mundo. Cada vez que Microsoft produce un nuevo sistema operativo,
la pregunta no es si sera necesario cambiar, sino cuando. Agregar funciones nuevas puede
acelerar la transicion, pero lo Unico que se necesita es que el nuevo sistema sea
incompatible con los anteriores en algunos aspectos, y que un nimero suficiente de
personas esperen que se convierta en la nueva norma.

Por supuesto, crear softfware nuevo es costoso, asi que, por qué habria Microsoft de
tomarse la molestia? El premio Nobel Ronald Coase respondié esa pregunta hace mucho.
Segln la “Conjetura de Coase”, un monopolio que venda un bien perdurable debe hacerlo
precisamente a un costo marginal. En el caso de Microsoft, el problema es que el costo
marginal del soft-ware es de cero. Como resultado, Microsoft no puede obtener nada que se
acerque a sus beneficios monopélicos plenos a menos que venda actualizaciones. Después

E ADEMAS EN OPINION

Mas horas para la salu
Ojo Critico

Poznan” 1943

Los actos heroicos de

El miedo a la libertad

ARCHIVO COLUMNISTAS

EN VELA
JULIO
RODRIGUEZ

AL GRANO
EDGAR
ESPINOZA

ENFOQUE
JORGE
VARGAS




de todo, aun cuando Microsoft tenga el monopolio de las ventas primarias de su software ,

los programas vendidos en el afio 2007 compiten con los que se vendieron en 2006. SERVICIOS
Competir con lo viejo. Asi, al crear incompatibilidades, algunas sutiles y otras mas | GRUPO DE | ESTADOS |
evidentes, que hacen que el software anterior sea obsoleto, Microsoft puede vender sus DIARIOS DE DE LA NACK
sistemas operativos con altos margenes de ganancia sin temor ninguno a que los AMERICA
consumidores esperen a que los precios bajen. © 2007. GRUPO NACION GN, S.
de nacion.com como reproduccic
Los precios nunca bajaran porque Microsoft seguira produciendo nuevos sistemas con altos hacerse con la au
margenes de ganancia. Si usted necesita mayor info

Apartado postal: 10138-1000 San
Microsoft ha estado en problemas antimonopolisticos desde hace 15 afios y, a pesar del 247-4343 Suscripciones
reciente acuerdo de la empresa con la Unién Europea, segun el cual pondra su cédigo fuente
en régimen de licencias, probablemente volvera a estar en problemas. Cuando eso suceda,
espero que las autoridades antimonopolios consideren una solucién que disefiamos lan

Ayres, Hal Varian y yo.

Supongamos que Microsoft tuviera que poner en régimen de licencias gratuitas su software
viejo cada vez que produjera uno nuevo. Esto le daria a la empresa un incentivo para
asegurarse de que las versiones nuevas sean compatibles con las viejas y significativamente
mejores ~de otra forma—, las nuevas versiones no se venderian, o al menos no facilmente. Si
el nuevo software de Microsoft tuviera que competir exitosamente por lo menos con su
software viejo, sabriamos precisamente que el mundo estaria mejorando.

Por lo pronto, les recomiendo que instalen el nuevo parche de Microsoft en sus viejas
computadoras ( http.//office.microsoft.com/en-us/word/HA100444731033.aspx ) y que sigan
soportando al malo por conocido.




Aripdev

Aripdev Online
http://www.aripaev.ee

Operatsioonisiisteem, mis varastas joulud

Aaron Edlin 20.12.2007 00:00
majandus- ja digusteaduse professor California
tilikoolis Berkeley's

Enne kui palute jouluks uut Window'siga arvutit, pidage meeles vana
mottetera: "Olge ettevaatlikud sellega, mida te soovite."

Votame Vista, "suurepdrase" uue operatsioonisiisteemi, mille Microsoft
(MS) tédnavu koos Office 2007ga valja lasi. Meie firma esimene
Vista-kasutaja oli asetegevdirektor. Ta oli raevunud. Vista ja Office 2007
saabusid koos ta uue Delli arvutiga. Dell ei kiisinud: "Kas te eelistaksite
operatsioonististeemide ja MS Office'i vanemaid versioone, mida oskate
kasutada?"

Ta sai ldikiva uue arvuti, mille funktsioonid ja klahvikombinatsioonid olid
muutunud, Lisaks ei suutnud kaastéotajad lugeda Wordi faile, mida ta
saatis uues docx-formaadis, paludes neid doc-formaadis.

MSil on andmed, mis vdimaldavad Office'i vanadel versioonidel uut
docx-formaati lugeda, kuid MS ei avalda neid ega hoiata, et Office 2007
vanemate versioonidega ei Ghildu.

Kui MS sdilitanuks Wordis traditsioonilise doc-formaadi, ei oleks see oma
eesmarki tditnud - pdrast seda, kui suurem osa maailmast on maksnud
Office 2007 eest, peavad viimasedki jonnakad jérele andma. Ning nelja
vdi viie aasta parast alustab MS agooniat uuesti.

Kui MS uue slisteemi vélja laseb, ei ole kiisimus, kas, vaid millal te sellele
siirdute, Uued funktsioonid vdivad lleminekut kiirendada, kuid tegelikult
on vaja vaid seda, et uus slisteem ei (ihilduks olemasolevate
slsteemidega ja et piisav arv inimesi peaks seda uueks standardiks.

Muidugi on uue tarkvara loomine kulukas. Miks peaks see siis MSi mure
olema? Sest ta drimudel pohineb uuenduste miiiigil. Kuigi MS on oma
tarkvara esmamiuiigimonopol, konkureerivad 2007. aasta koopiad 2006.
aastal miltdutega.

Seega midb MS sisuliselt tGhildumatust. Hind ei lange kunagi, firma laseb
lintsalt vélja korge kasumimarginaaliga uue siisteemi.

Lahendus oleks ndue, et MS peab uue tarkvara tulles vana versiooni
tasuta litsenseerima. Et uusi programme miilia, peaks need siis Ghilduma
vanadega ja olema neist paremad. Seni aga olukord ei parane.

Copyright: Project Syndicate, The Economists' Voice
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Das Betriebssystem, das Weihnachten gestohlen
hat

H von Aaron Edlin, Professor fiir Wirtschaft und Jura an der University of California,
== Berkeley
17.12.2007 - 13.00 Uhr

Microsoft und seine Marktfiihrerschaft, fiir die Verbraucher bleibt sie ein
Argernis. Eigentlich miisste man das Unternehmen, wenn es eine neue
Software herausbringt, dazu bewegen, die alte Version lizenzfrei zur
Verfiigung zu stellen. Damit wire dafiir gesorgt, dass beide kompatibel sind.

Bevor Sie sich zu den Festtagen einen neuen Windows-PC wiinschen, denken Sie an
das alte Sprichwort: ,Sei vorsichtig, was du dir wiinschst."

Idealerweise wirden wir alle von den so genannten ,Netzwerkeffekten“ profitieren, die
sich daraus ergeben, dass die meisten Menschen dieselbe Software verwenden: Alle
konnten auf einfache Weise miteinander kommunizieren und sich gegenseitig
beibringen, wie man die Software effizient nutzt. Da Microsoft jedoch Netzwerkeffekte
dazu benutzt, seine Gewinne zu maximieren, anstatt auf den Vorteil der Anwender zu
achten, ist dieser Idealzustand leider weit entfernt.

Neue Tastenkombinationen

Nehmen wir Vista, ein weiteres ,tolles" neues Betriebssystem, das Microsoft in diesem
Jahr zusammen mit Office 2007 auf den Markt gebracht hat. Die erste Person in
meinem Unternehmen, die Vista verwendete, war unser geschéftsfithrender
Vizepréasident. Er war auBer sich vor Wut. Vista und Office 2007 waren automatisch
auf seinem neuen Dell-Computer installiert. Dell hat nicht gefragt: ,Hatten Sie lieber
die alten Versionen von MS Office und Betriebssysteme, die Sie bereits kennen und
verwenden kénnen?" Also bekam unser Geschéftsfilhrer einen neuen Computer, den
er nicht bedienen konnte: Funktionen waren neu angeordnet und die




Tastenkombinationen waren anders.

Man halte sich die Produktivitdtskosten von Millionen wie ihm vor Augen, die sich an
ein neues System anpassen miissen. Darlber hinaus konnten seine Mitarbeiter die
Microsoft Word-Dateien, die er ihnen im neuen DOCX-Format schickte, nicht lesen. Sie
schrieben zurlick und baten ihn, die Dateien noch einmal im &lteren DOC-Format zu
schicken - was unter Umsténden nicht funktionierte, falls er versehentlich einige der
neumodischen Formatierungsfeatures verwendet hatte.

"Vier oder fiinf Jahre spater qudlt uns Microsoft aufs Neue.”

Zwar bietet Microsoft ein Patch an, mit dem die alten Versionen von Office das neue
DOCX-Format lesen kénnen, aber Microsoft macht dies nicht bekannt — und warnt Sie
auch nicht, bevor Thre Office 2007-Datei mit dlteren Versionen inkompatibel wird.

Obwohl Microsoft das traditionelle ,,.doc" als Standardformat fiir MS Word hatte
beibehalten kdnnen, hétte dies nicht seinen Zweck erfiillt: Wenn geniligend Leute fiir
Office 2007 bezahlt haben, werden am Ende die restlichen unter viel Geschrei und
Protest mitgeschleift. Vier oder finf Jahre spédter quélt uns Microsoft dann aufs Neue.

"Warum sollte man einen Windows-Rechner kaufen, wenn alle Kollegen
Macintoshs haben?"

Selbstversténdlich gehért Microsoft seine alte Software, und das Unternehmen kann
entscheiden, zu welchem Preis es sie verkauft — oder ob es sie tiberhaupt verkauft.
Microsoft kann noch raffinierter vorgehen und die Erwartungen steuern, die sich bei
groBen Netzwerkwirtschaftssystemen - wie es die Softwaremarkte sind - als
selbstbewahrheitend erweisen.

Wenn alle morgen in der Erwartung aufwachten, dass die Welt innerhalb eines Jahres
auf Apple umsteigen wiirde, so wiirde der Absatz von Windows schlagartig sinken.
Warum sollte man einen Windows-Rechner kaufen, wenn alle Kollegen Macintoshs
haben und einem mit diesen helfen kénnen, nicht aber mit Windows, und wenn alle
unabhéngigen Software-Entwickler fiir das neue Mac-Betriebssystem Leopard
programmieren?

Keine Frage nach dem Ob, sondern nach dem Wann

Doch ist das nicht unsere Welt. Immer wenn Microsoft ein neues Betriebssystem
herausbringt, ist die Frage nicht, ob Sie sich umstellen sollten, sondern wann. Das
Hinzufiigen neuer Features kann den Ubergang beschleunigen, aber notwendig ist nur,
dass das neue System in manchen Aspekten inkompatibel mit den alten Systemen ist
und dass genug Menschen erwarten, dass es zum neuen Standard wird.

Selbstverstindlich ist es teuer, neue Software zu entwickeln, Warum also sollte
Microsoft sich die Milhe machen?

Verkauf zum Grenzkostenpreis

Der Nobelpreistrdger Ronald Coase hat diese Frage vor langer Zeit beantwortet. Laut




der Coase Conjecture (Coase-Vermutung) muss ein Monopolist, der dauerhafte Glter
verkauft, diese zum Grenzkostenpreis verkaufen. Flr Microsoft besteht das Problem
darin, dass die Grenzkosten flir Software gleich null sind. Daher kann Microsoft nicht
einmal in die N&he seiner vollen Monopolgewinne gelangen, wenn es keine Upgrades
verkauft. Denn obwohl Microsoft ein Monopol auf den primaren Verkauf seiner
Software besitzt, konkurrieren schlieBlich die Kopien, die 2007 verkauft wurden, mit
denen, die 2006 verkauft wurden.

Indem Microsoft also Inkompatibilitdten schafft, einige subtil und andere offensichtlich,
durch die die alte Software tberholt ist, kann das Unternehmen seine Betriebssysteme
mit hohen Gewinnspannen verkaufen, ohne zu befiirchten, dass die Verbraucher
warten, bis der Preis féllt. Der Preis wird nie fallen, weil Microsoft einfach ein neues
System herausbringen wird — wieder mit hohen Gewinnspannen.

Seit 15 Jahren Probleme mit dem Kartellamt

Microsoft hat seit 15 Jahren Probleme mit dem Kartellamt, und trotz der jlingsten
Ubereinkunft des Unternehmens mit der Européischen Union, seinen Quellcode zu
lizenzieren, wird es wahrscheinlich wieder Schwierigkeiten bekommen. Wenn das
geschieht, hoffe ich, dass das Kartellamt einen Lésungsvorschlag beriicksichtigen wird,
den Ian Ayres, Hal Varian und ich ersonnen haben.

Nehmen wir an, Microsoft miisste seine alte Software lizenzfrei zur Verfligung stellen,
wenn es eine neue Version herausbringt. Damit hatte das Unternehmen einen Anreiz,
sicherzustellen, dass neue Versionen mit den alten Versionen kompatibel und
bedeutend besser sind — andernfalls lieBen sich die neuen Versionen nicht verkaufen,
zumindest nicht so einfach. Wenn Microsofts neue Software wenigstens gegen seine
alte Software konkurrieren miisste, wiissten wir, dass sich etwas in der Welt
verbessert.

In der Zwischenzeit empfehle ich, das Microsoft-Patch auf Ihrem alten Computer zu
installieren http://office.microsoft.com/de-de/products/HA101686761031.aspx und
einfach bei dem Ubel zu bleiben, das Sie schon kennen.

Copyright: Project Syndicate/The Economists' Voice, 2007.
www.project-syndicate.org

Aus dem Englischen von Anke Piittmann
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m¢ ouvodou
ToU MmmaAi

NENTE o16x01 TiBevian yia 1o 2008
and wwv EAAnvikii Etaipeia NepiBaa-
Aoviog kal MoMTIGHOU yia TNV ou-
GIAGTIKA QVTIHETINION TNC KMPAT-
KAC aAAayric, agou, 6nw¢ unocotnpi-
Cer, Ta endpeva dUo xpdvia Oa eivar
anoAGTw KPIoIHa yta To av n yevid
Hag Ba avardPel TiC I0TOPIKEC EuBU-
VEC TNC Y10 TNV GvacTpori ToU @al-
VOpEvou.

ZIToug 016X0U¢ autols NnEpIAapBa-
vetal n dao@dMon ¢ Nnpoatasciag
WY 3acWV Nov £lval ol YUOIKOT pag
QUPPAX0 Evavtiov T KAIPaTKAC aA-
AQyri¢, JE Th GUNNANRPWGN TOU a00-
Aoyiou, Tnv avadiopydvwan wwv kpa-
TKWY UNNPETIIV EVaVTI TWV NUPKA-
YV, kat thy eEGAENdN Twv auBaipé-
TWY OE SACIKEC NEPIOXEC.

Eniong, yréoa ano éva nepifaiio-
VUKG JIkaiGTEPO (POPOAOYIKG cUOTN-
{10, PNOpoUNE va wBRCOUNE TNV EA-
ANVIKii oIKovopia Apog 1a NIo evepyit
CUHHETOXN OTNn pdxn yia v avupe-
TANIOR TS KAIUATIKAC aAAayiic, pe
v npowdnon TN avaykaiag nepr-
Balovukig @opoAoYIKiiC HETappUB-
HIONG, PEIBVOVTAC TO @OPOAOYIKO Bd-
pOC oTNV €pyacia kal autdvoviag To
KGOTOC TWY EKNOUNGKY Kal pUNWY Kal
UETPa WOTE TA QUTOKIVNTA MOV PEé-
pOUV TO NPaypatiké NePIBAAAOVTIKG
KOOTOC TWV EKNOPNWY KQl TN QOTIKAC
GUPEGPNGNG NOU SNUICUPYOUV.

H didonaptn auBaipetn S6pUnon ev-
OappUvel TN XPron TOU AUTOKIVITOU,
avtdvovtag ug eknopnég dioZeidiou
Tou dvOpaka, yI' auT6 Npénel va npo-
xwpricoupE GE aVTIKATAoTAON TNG €-
KT6¢ oxediou d6pnong pe évav opi-
opd xplicewy yn¢ avd nepioxin péca
OE OUYKEKPIIEVO XpovodIGypappa, Ka-
B¢ Ka GTNV NPEGoNIcH TWV MIO £U-
aigBnTwy NEPIOXMY TNC XWPag, 6nuwg
TWV GKTWY Kal TWV VNOIV.

Opuw( 0 HEYOAUTEPOS OUPRAXGC Hag
OTN HAXN YIa TOW QVTIHETHNIoN TNC
KMPaukii¢ aGAAayng eival n eE0Ikovo-
HINCN EVEPYEIAC KO) 0TV KaTEVBUVGN
auTh NPENEL va NPOXWPRICOURE GE QA-
Aayéc tou levikol OioBopikos Ka-
vOVIoHOU, otny GUETN E@appoyN TN
KOIVOTIKAC o3Nnylag yla tnv eVEPYEIOKN
anédoon Twv Knpiwv xai oty adin-
on TwY XWPWV NPacivou oTIC NOAEIS.

Téhog, n ENAnvikit Etaipela Mepi-
BdAdoviog kal MoAricpou unootnpi-
Ze1 6t n evepyelakn pag eEGptnon a-
NG T0 Ayvitn Kai To NETPEAAIO AUEGVEL
ONHAVTIKG Ti¢ KaTd Ke@aMiv pag ex-
nopnég diokeldiov Tou dvBpaka, yr'
auTo NPENEl Va NPOXWPRCOUNE 0TV
anetdpTnon Kal v npominan @Al-
KWV f1po¢ 1o NEPPAAAOY NNYWV EVEP-
yeiag, 6nwg o1 ANE kal 1o @uoiké aé-
plo.

Le 6,11 a@opd tn 31GOKEYN Tou
MnoAi, n EAAnvIKA Etaipela ToviZel,
HETAZU dAAwY, O Thv TEAEUTaIO oTy-
U kApEOnKe n adtaAratio kuplwg Twv
HNA, 6pwg n eublvn yia Tov NAaviith
€lval xa1 S1kA yag.

{S1D:2641369]

AITOWH
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To Aertoupyiko
ovotnpa e Microsoft

[TOY AAPON ENTAIN]*

€elxape weANBEi ané Ty NoMIki pn &-

vepyonoinong NAAcTWY aviypdewy,
yvwo Tt we «network effects», n onofa enitpénet
OE GAOUC TOUC XPROTEC va XpNOoijonoIoly To idlo
AoyYIoIKG: GAol Pinopolv va ENIKOIVIVOUV PE 6-
AoU¢ Kal napaAAnAa o €évag XpRoTNS Pnopei va
xaBodnyel tov GAAov nw¢ 8o xpnoyonolei ano-
TEAECPATIKG 10 Aoyiopiké. AYLTYXQZ, 6pug, ané
Tnv ouypn nou n Microsoft vioBétnoe auti v
rioAtikn (network elfects), yia va auErioet 1a kép-
3N TE Kaw 6xi IO va wipeAnBoUv ol XpRGTES, 0 KO-
apo¢ Pag anéxel NOAU and thy TeAeidtnra.

E dv Covoape oTov TEAEID kOGO, Aol Ba

29

A¢ ndpoupe yia napdderypa o Vista, £va a-
KOHa «eLaipeukd» AEoupyIxé oUoTnja, TO onoio
npowBnBnke otnv ayepd and tnv Microsoft, to
Tpéxov £1og, padi pe to Office 2007. To npwto
np6owno fou xpnaiponolnae To Apéypapyia Vista
otnv etaipefa nov epyadopal, itav o avunpde-
3pog tn¢ enixeipnong. Kai e€opyiotnke. Ta npo-
ypdupata Vista xar Office 2007 dev ouppdd-
Zav e 1o véo Tou unooyiotn Dell. H Dell ané v
NAgUPG TG Sev pwTnoe: «Minw¢ npoupdare Ty
MoAld £K300N TOU AEITOUPYIKOU CUTTHARHATOC;
FvuwpiCete nwg Asitoupyolv ta MS Office; ‘Exol
0 avTINpOEdpog ayopaoe Evav TEAEIO elgavicia-
K4 unoAoyioti nou dpw¢ dSev REEpE NG va Tov
XpnoIponolel: ol Aerroupyleg Tou ixav Tpononol-
nBei Kal akoO}Ia Kal To NANKTPOAGYIO fitav Slago-
peuko. Eival afioonpeiwto edv oke@tel kanolog
T0 KOGTOC NApaywylkeTTas Nou anmteltal, Ka-
8w¢ undpxouv ekatojpdpia GvBpwnol oav Tov a-
VTUNPOESPO TNC OUYKEKPIPEVNG ENIXEfpRONG, O1
onolol xpeiddovtal xpdvo yia va NpooappocToly
G710 VEO GUCTNHA. ZUYXpOVINE Ol GUVEPYGTEC Tou
3ev pnopovoav va Slapdoouv ta apxeia nov é-
oteAve and to Microsoft Word, kawc eixav dia-
@opetkii Sidtegn (docx). ‘Etol ta £oteAvav niow
kal tou Zntovaav va ta Eavaoteliel e v nakid
Srdtagn (doc).

H aAiBeia ndvwg eival 6u n Microsoft npoti-
8noe £va ougTnpa 1o onofo ENTPENES OTIC NANIES
ekd60eIC 1wy Office va «diafdlouv» Tn véa d1d-

Ipotod ntioete évav véo
umoAoy1oti ¢ 8dpo Xp1-
otouyéwayv, Buunbeite to
Yveoté nald andpbeyua:
«IIpdoete npwv kdveis pia

NpoagBétovrag véa efehypéva e-
Zoptripata pnopei va PeAtiwBei n
TaxUTNTa ToU UNCAOYICTN, GAAG yia
va yivel auté xpeidletal To véo gU-
agtnjia va eival cupPato pe 1a Adn
undpxovia eZapTipata oW oyo-
pa. Mapdiinha eival gagég 61 n
dnytoupyia evag véou AoyiopikoO

euxtin,

eival donovnpri. ITo niafoto autd
npokontel n e&i¢ epwtnon: Navi
TOTE pag evoxAei n Microsoft; O
vopneMotag Pévaivt Kdoug ioxu-

Tatn. ‘Opws n Microsoft Sev Snjooionoinoe To ev
Adyw oUoTNA i TOUAGXIOTOV SEv NPoEIdonoinge
ot ta apxeia tou Office 2007 dev elval oupBe-
Td PE TC NANIOTEPEC EKBOOEIC,

H Microsolt 6a pnopouoe va eixe xpawice v
napadooiaksi Sidtakn «doc» yia 1o npéypappa
MS Word, gaivetan 6jt¢ nug auté dev eZunn-
PETOUOE TOUC GKONMOUC TNG, AV Kat 0 NEPIOOOTE-
PO KGOHOC EiXE NANPLIOE) apkeTd yia To Office
2007

I1o nAaiolo auté avapévetal Aomov ge Téa-
OEpa Pe névte xpévia n Microsoft va npoxwprioel
OE VEEC EVEPYEIEC KOI VA NUPOBOTIHOEN TNV aywvia
TWY XPNOTAV £k véou. Enfong o texvooyikés Ko-
Aogao¢ £xel GTNV KGTOXN TOU TO NAAaIS Aoyioyi-
KO ka1 propei va ano@aoioel to OYog TS TNA¢
AwANonc Tov. Me Afya Adyia, n Microsoft pnopei
va EAEYXel TIC NPOPAEYEIC, TH oYU MOV N OIKO-
vopia twv aoUppatwy SikTdwv nailel 1dialtepo
PONO OTIC ONHEPIVEC AYOPEC.

29

Edv kdnoro¢ Eunviiogl aupio 1o npwl Kai ava-
KOW@WOEl 6T teAIKG n Apple Siapop@aver Ty a-
Yopd Aoyiopkoy, TOTe ol NWARCEK Twy Windows
8a unootolv katakdpugn ntwon. Mati va ayo-
pdoeis 0 ouokeun Windows 6tov 6Aol ol ouva-
BeA@oi gou éxouv Macintoshes;

Qot600 dAa autd dev elval 0 KGOHOC pag.
‘Onote n Microsoft npowBel £va véo Aeitoupyiké
o0gTN)a, N EpUTNON NOU NPOKUNTEI eV ival To
€Gv pnopei xGnoiog va To aAAdEes, aAAd To n6te.

aEdv 10 véo
AOYIOPIKG TG
Microsoft mpénet
va aviayoviotel
QIOTEAETPATIKA
TovAdxiotov 0
mais, ote
evvoeitat 611 8a
efva1 apxerd mo
efehypévos.

Copyright: Project Syndicate/ The Economists’ Voice, 2007

PIOTNKE 6U N €V AGYW EpLITRON
npoona@ei va anavinOel €5 kal NOAAG xpévia.
Iop@wva pe o Bewpnya tou K6oug, To onoio o-
vopddetal «Xupnepdopara Kéougn, dtav pia e-
TaIpeia KATEXE TO povonwAlo yia opiopéva diap-
kit ayaBd, t61e npénel va 1a nwAel akpiBax oto
k6oT0¢. Me Tn Microsoft To npéPAnpa eival 6u To
K60TOC AoyiopiKoU Yia Tnv £TaIpEia Eival Undevi-
k6. Q¢ anotéAeapa i Microsoft akdpa Kat £dv -
XEI {0 HOVONWMO TWV APXIKWY NWANCEWY, oTh
QUVEXEID NWAOUVTAI TA aVTITUNG OF QvIaywvi-
OYIKEC TIHEC.

79

Anptoupyliiviag 6w «agupBatéTntecs, to
naiaid Aoyiopiké Bewpeital nAéov anapxaiwpé-
VO Kal HE QUT6 Tov tpéno n Microsoft pnopei va
NOUAGEI Ta AEITOUPYIKG CUGTARATA GE UPNAEC
TpEC, xwpls 'va @opdTal 6Tl of KatavoAwtis Ba
NepIpévouV LEXI va unoxwprioel To kKGoTog. O1 u-
HEC BEV MPOKEITAl VA UNOXWPNROoUV NOTE, KABm(
n Microsoft @a npowBricel petd otnv ayopd éva
vEo aUaTN|a, To onoio Ba NwANBEf kai NdA o€ U-
PnAEC TIpES.

‘Opw 0 TEXVOAOYIKOC KOAOTOGS avTIETWNIZE!
npofAnpata ta tedeytala nepinou 15 xpovia,
xaOW¢ ouHEWva PE TC apHGSIEC apXEC SEV ako—
AOUBE( TOUC QVTI-[OVORWAIGKOUSC KAVOVEC. AV Kal
npoécata n £1aipela NPOXWPNGE OE GUUPWVIaG
He tnv Eupwnaikn ‘Evwon, o1 aveAutég miotedouv
6t Ba dnpioupynBouv ex viou npopAripata. ‘Otav
Ba oupPei autd, eAnfdw ol apxéc g E.E. va oke-
@TOUV Ti¢ AUCEIC Nou éxouv npoteivel o Alav
‘Aiepg, o Xah Bapiav kai yi.

A¢ exniooupe 6u n Microsoft 8a napéxel mv G-
B£1a tou nahiol AoyiopkoU Swpedv, ak6)a kai £~
dv npowBiioel £éva véo adotnya. To yeyovog au-
16 B0 npogépel oIV eTaIpeia éva KIVNTPO Yia va
Siaopadicel 6u 01 vées exd6oeiC Ba eival gupBa-
TEC HE Ta Nalid guotiipara Xal napdAAnia nio e-
EeAypéveg ano T naNigg ekd6oeiS. Edv 1o véo
Aoyiopiké tng Microsoft npénel va aviaywwiatei
AnOTEAEOHATIKA TOUAGXITTOV TO NAAIG, TOTE EV-
voeita) 6T 8a elval apketd nio eZeMypiévo. MNa-
VIWC 0ag NPpoTEiviv va eYKATAOTAOETE TO apxeio
patch tn¢ Microsoft otov naké oag unohoyiotr
(http:// office.microsoft.com/en-us/word/HA
100444731033.3spx).

SID:2631563]

* O Aapov ‘EvtAv efvar kaBnyntic Oikovopikiy
ato Unlversity of California xar enikepaliic Tou
Berkeley Electronic Press.

\



The Japan Times A o

The Japan Times Printer Friendly Articles

Operating system that stole Christmas

By AARON EDLIN

BERKELEY, Calif. — Before asking for a new Windows PC
this holiday season, remember the old adage: "Be careful about
what you wish for."

In the best of all worlds, we would all benefit from the so-called
"network effects" that result from most people using the same
software: Everyone could easily communicate with each other
and teach each other how to use the software efficiently.

Unfortunately, since Microsoft uses network effects to maximize
its profits rather than to benefit users, the world it delivers is far
from the best.

Consider Vista, yet another "great" new operating system that
Microsoft rolled out this year, together with Office 2007. The
first person at my company to use Vista was our executive vice
president. He was furious. Vista and Office 2007 came with his
new Dell computer by default. Dell didn't ask: "Would you
prefer the old versions of the operating system and MS Office
that you know how to use?"

So our V.P. got a shiny new computer that he didn't know how to
use: functions were rearranged, and keyboard shortcuts were
different.

Think of the productivity cost of millions like him having to
adjust to a new system. Moreover, his coworkers couldn't read
the Microsoft Word files that he sent them in the new ".docx"
format. They wrote back and asked him to resend files in the
older ".doc" format — which might not have worked if he had
inadvertently used some newfangled formatting feature.

To be sure, Microsoft does provide a patch that allows old
versions of Office to read the new ".docx" format. But Microsoft
doesn't publicize it — or warn you if your Office 2007 file is
about to become incompatible with older versions.

While Microsoft could have kept the traditional ".doc" as its
default format for MS Word, this would not have served its
purpose: Eventually, after enough of the world pays for Office




2007, holdouts will be dragged along, kicking and screaming.
Then, in four or five years, Microsoft will begin our agony all
over again.

Obviously, Microsoft owns its old software and can decide at
what price to sell it — or whether to sell it at all. More subtly,
Microsoft can control expectations, which turn out to be
self-fulfilling when network economies are substantial, as they
are in software markets.

If everyone woke up tomorrow expecting that the world would
shift to Apple within a year, sales of Windows would plummet.
Why buy a Windows machine when all your colleagues will own
Macintoshes and can help you on them but not Windows, and
when all the independent software developers will be
programming for the Mac's new Leopard operating system?

But that is not our world. Whenever Microsoft rolls out a new
operating system, the question is not whether you should switch,
but when. Adding new features can speed the transition, but what
is necessary is only that the new system be incompatible with
existing systems in certain respects, and that a sufficient number
of people expect that it will become the new standard.

Of course, creating new software is costly. So why should
Microsoft bother?

The Nobel laureate Ronald Coase answered that question long
ago. According to "the Coase Conjecture,”" a monopolist selling a
durable good must sell it at marginal cost. For Microsoft, the
problem is that the marginal cost of software is zero. As a result,
Microsoft cannot extract anything close to its full monopoly
rents unless it sells upgrades. After all, even though Microsoft
has a monopoly of primary sales of its software, copies sold in
2007 compete with those sold in 2006.

So, by creating incompatibilities, some subtle and some obvious,
that make its old software obsolete, Microsoft can sell its
operating systems at high profit margins without fear that people
will wait until the price drops. The price will never drop, because
Microsoft will just roll out a new system, again at high profit
margins.

Microsoft has been in antitrust trouble for 15 years, and, despite
the company's recent agreement with the European Union to
license its source code, it will probably be in trouble again.
When that happens, I hope the antitrust authorities will consider
a remedy that [an Ayres, Hal Varian and I devised.




Go back to The Japan Times Online

Suppose Microsoft had to license its old software freely
whenever it brings out a new version. This would give the
company an incentive to ensure that new versions are compatible
with and significantly better than old versions — otherwise the
new versions wouldn't sell, or at least not easily.

If Microsoft's new software had to compete successfully at least
against its old software, we would know the world was
improving. In the meantime, [ recommend installing the
Microsoft patch to your old computer and just suffering the devil
you know:

office.microsoft.com/en-us/word/HA 10044473103 3.aspx

Aaron Edlin is professor of economics and law at the University
of California, Berkeley, and chairman of The Berkeley
Electronic Press. Copyright 2007 Project Syndicate/The
Economists' Voice (www.project-syndicate.org)

The Japan Times: Sunday, Dec. 16, 2007
(C) All rights reserved
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System That Stole Christmas

By Aaron Edlin
Project Syndicate News Service

Before asking for a new Windows PC this holiday season,
remember the old adage: “*Be careful about what you wish for."

In the best of all worlds, we would all benefit from the so-called
“network effects" that result from most people using the same
software: everyone could easily communicate with each other
and teach each other how to use the software efficiently.
Unfortunately, since Microsoft uses network effects to maximize its profits rather than
to benefit users, the world it delivers is far from the best.

Consider Vista, yet another "great" new operating system that Microsoft rolled out this
year, together with Office 2007. The first person at my company to use Vista was our
Executive Vice-President. He was furious. Vista and Office 2007 came with his new
Dell computer by default. Dell didn't ask: "Would you prefer the old versions of the
operating system and MS Office that you know how to use?" So our VP got a shiny
new computer that he didn't know how to use: functions were rearranged, and
keyboard shortcuts were different.

Think of the productivity cost of millions like him having to adjust to a new system.
Moreover, his coworkers couldn't read the Microsoft Word files that he sent them in
the new ".docx" format. They wrote back and asked him to resend files in the older
".doc" format — which might not have worked if he had inadvertently used some
new-fangled formatting feature.

To be sure, Microsoft does provide a patch that allows old versions of Office to read
the new ".docx" format. But Microsoft doesn't publicize it — or warn you if your Office
2007 file is about to become incompatible with older versions.

While Microsoft could have kept the traditional ".doc" as its default format for MS
Word, this would not have served its purpose: eventually, after enough of the world
pays for Office 2007, holdouts will be dragged along, kicking and screaming. Then, in
four or five years, Microsoft will begin our agony all over again.

Obviously, Microsoft owns its old software and can decide at what price to sell it — or
whether to sell it at all. More subtly, Microsoft can control expectations, which turn out
to be self-fulfilling when network economies are substantial, as they are in software
markets.

If everyone woke up tomorrow expecting that the world would shift to Apple within a
year, sales of Windows would plummet. Why buy a Windows machine when all your
colleagues will own Macintoshes and can help you on them but not Windows, and
when all the independent software developers will be programming for the Mac's new
Leopard operating system?

But that is not our world. Whenever Microsoft rolls out a new operating system, the
question is not whether you should switch, but when. Adding new features can speed
the transition, but what is necessary is only that the new system be incompatible with
existing systems in certain respects, and that a sufficient number of people expect
that it will become the new standard.

Of course, creating new software is costly. So why should Microsoft bother?

The Nobel laureate Ronald Coase answered that question long ago. According to "the
Coase Conjecture,” a monopolist selling a durable good must sell it at marginal cost.
For Microsoft, the problem is that the marginal cost of software is zero. As a result,
Microsoft cannot extract anything close to its full monopoly rents unless it sells




upgrades. After all, even though Microsoft has a monopoly of primary sales of its
software, copies sold in 2007 compete with those sold in 2006.

So, by creating incompatibilities, some subtle and some obvious, that make its old
software obsolete, Microsoft can sell its operating systems at high profit margins
without fear that people will wait until the price drops. The price will never drop,
because Microsoft will just roll out a new system, again at high profit margins.

Microsoft has been in antitrust trouble for 15 years, and, despite the company's recent
agreement with the European Union to license its source code, it will probably be in
trouble again. When that happens, | hope the antitrust authorities will consider a
remedy that lan Ayres, Hal Varian, and | devised.

Suppose Microsoft had to license its old software freely whenever it brings out a new
version. This would give the company an incentive to ensure that new versions are
compatible with and significantly better than old versions — otherwise the new
versions wouldn't sell, or at least not easily. If Microsoft's new software had to
compete successfully at least against its old software, we would know the world was
improving.

In the meantime, | recommend installing the Microsoft patch to your old computer
(http://office.microsoft.com/en-us/word/HA100444731033.aspx ) and just suffering the
devil you know.

Aaron Edlin is professor of economics and law at the University of California,
Berkeley, and Chairman of The Berkeley Electronic Press.
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What's good about Vista?

The new system is yet more proof of Microsoft's gift for maximizing profits rather
than benefiting users

By Aaron Edlin

Sunday, Dec 16, 2007, Page 9

Before asking for a new Windows PC this holiday season,
remember the old adage: "Be careful what you wish for."

In the best of all worlds, we would all benefit from the so-called
"network effects” that result from most people using the same
software: Everyone could easily communicate with each other and
teach each other how to use the software efficiently.
Unfortunately, since Microsoft uses network effects to maximize
its profits rather than to benefit users, the world it delivers is far
from the best.

Consider Vista, yet another "great" new operating system that Microsoft rolled out this year,
together with Office 2007. The first person at my company to use Vista was our executive
vice president. He was furious. Vista and Office 2007 came with his new Dell computer by
default. Dell didn't ask: "Would you prefer the old versions of the operating system and MS
Office that you know how to use?" So our VP got a shiny new computer that he didn't know
how to use: Functions were rearranged, and keyboard shortcuts were different.

Think of the productivity cost of millions like him having to adjust to a new system.
Moreover, his coworkers couldn't read the Microsoft Word files that he sent them in the
new ".docx" format. They wrote back and asked him to resend files in the older ".doc"
format -- which might not have worked if he had inadvertently used some new-fangled
formatting feature.

To be sure, Microsoft does provide a patch that allows old versions of Office to read the
new ".docx" format. But Microsoft doesn't publicize it -- or warn you if your Office 2007 file
is about to become incompatible with older versions.

While Microsoft could have kept the traditional ".doc" as its default format for MS Word, this
would not have served its purpose: Eventually, after enough of the world pays for Office
2007, holdouts will be dragged along, kicking and screaming. Then, in four or five years,
Microsoft will begin our agony all over again.

Obviously, Microsoft owns its old software and can decide at what price to sell it -- or
whether to sell it at all. More subtly, Microsoft can control expectations, which turn out to be
self-fulfilling when network economies are substantial, as they are in software markets.




If everyone woke up tomorrow expecting that the world would shift to Apple within a year,
sales of Windows would plummet. Why buy a Windows machine when all your colleagues
will own Macintoshes and can help you on them but not Windows, and when all the
independent software developers will be programming for the Mac's new Leopard
operating system?

But that is not our world. Whenever Microsoft rolls out a new operating system, the
question is not whether you should switch, but when. Adding new features can speed the
transition, but what is necessary is only that the new system be incompatible with existing
systems in certain respects, and that a sufficient number of people expect that it will
become the new standard.

Of course, creating new software is costly. So why should Microsoft bother?
The Nobel laureate Ronald Coase answered that question long ago.

According to "the Coase Conjecture," a monopolist selling a durable good must sell it at
marginal cost. For Microsoft, the problem is that the marginal cost of software is zero. As a
result, Microsoft cannot extract anything close to its full monopoly rents unless it sells
upgrades. After all, even though Microsoft has a monopoly of primary sales of its software,
copies sold this year compete with those sold last year.

So, by creating incompatibilities, some subtle and some obvious, that make its old software
obsolete, Microsoft can sell its operating systems at high profit margins without fear that
people will wait until the price drops. The price will never drop, because Microsoft will just
roll out a new system, again at high profit margins.

Microsoft has been in antitrust trouble for 15 years, and despite the company's recent
agreement with the EU to license its source code, it will probably be in trouble again. When
that happens, | hope the antitrust authorities will consider a remedy that lan Ayres, Hal
Varian and | devised.

Suppose Microsoft had to license its old software freely whenever it brings out a new
version. This would give the company an incentive to ensure that new versions are
compatible with and significantly better than old versions -- otherwise the new versions
wouldn't sell, or at least not easily. If Microsoft's new software had to compete successfully
at least against its old software, we would know the world was improving.

In the meantime, | recommend installing the Microsoft patch to your old computer
(http://office.microsoft.com/en-us/word/HA100444731033.aspx) and just suffering the devil
you know.

Aaron Edlin is professor of economics and law at the University of California, Berkeley, and
chairman of The Berkeley Electronic Press.
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