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Daralyn Durie 00:25

Good afternoon everyone and welcome to the 2026 David E. Nelson --sorry, | got it -- and welcome to
the 2026 David E. Nelson Memorial Lecture at the Berkeley School of Law. It is my privilege to
represent Morrison Foerster here today, and I'd like to start by telling you just a little bit about Dave
Nelson and why his partners, firm, family and friends wanted to recognize him by funding this annual
lecture series. Dave Nelson's legal education took place here at Berkeley. He graduated from the
school in 1959 -- can you all hear me? Great -- he then joined Morrison Foerster in 1960 and in what
may sound to some of you like an anachronism, he practiced with our firm for his entire career, which
spanned over three decades. He was a tech lawyer ahead of his time, representing companies like
Memorex and Fujitsu. Dave was also very active in public service, and he was particularly committed to
civil rights, to education, and to improving the legal profession. He served on the Berkeley Board of
Education, the Board of Directors of the Oakland Museum, and was chairman of the San Francisco
Committee for Civil Rights Under Law. The David Nelson Memorial keynote address is intended to
honor his contributions to the profession, and this is an appropriate place to do so, given his long
standing relationship with Berkeley Law School, his interest in education, and his work at the
intersection of technology and law, so I'd like to express the appreciation of Morrison Foerster and the
Nelson family to the Berkeley Center for Law and Technology for its assistance in making this possible.
Today's program, Two Schools, One Economy: The Disconnect Between the Business and Law
Schools on the Digital Economy, explores a central tension of our time, the contrast between how
business and law approach innovation, market power and competition in the digital age. And we are
extremely fortunate to have two distinguished scholars who bring complementary perspectives to this
conversation. First, it's my pleasure to introduce Professor David Teece of the Haas School of Business
here at UC Berkeley. Professor Teece is a leading economist and a global authority on innovation,
technological change and competition policy. His work has shaped how we understand dynamic
competition and the strategic behavior of firms, not that law firms would ever engage in strategic
behavior, and he has advised businesses and governments around the world, while also contributing
extensively to academic research. Joining him is Professor Nicolas Petit of the European University
Institute. Professor Petit is a prominent scholar of competition law, known for his work at the
intersection of law and economics, particularly in the context of digital markets. His research examines
how antitrust frameworks adapt to technological change and innovation driven industries, and he has
been influential in advancing more economically grounded approaches to competition policy together,
Professors Teece and Petit will help us think more deeply about how legal and business perspectives
can, or perhaps should better align in shaping the future of the digital economy. So with that, please join
me in welcoming Professor Nicolas Petit.

Nicolas Petit 04:24



Ladies and gentlemen, it's great to be here at Berkeley. I'm going to start with a little bit of a
provocation. All right, so we want to start talking about the disconnect between law and business, law
schools and business schools, and | want to open with a picture. This is Leland Stanford. That's why I'm
saying that provokes. And this is the namesake of a neighbor of this university in a management
science seminar, that person is a case study in entrepreneurial success. He is a builder. He mastered
the idea of network effects before we even invented the concept. He built a moat, very large market
share, exceptional profits. Now to a lawyer, Leland Stanford, is exactly the opposite. If the reason for
the Interstate Commerce Act of 1887 is the trigger for the Sherman Act of 1890, if the railroad
monopoly octopus a cautionary tale of power that needs to be constrained. So this brings us to the
central paradoxes of our digital economy. Are people like me -- I'm a professor of law -- confusing
power with success and monopoly with dynamic competition? David and |, we believe that this
disconnect is deep and is harming our ability to enact and practice policy in the digital economy. So I'm
going to talk about that first, and then David will come in, and then I'll come back in with final remarks.
So let me start with exhibit number one, US v Google. So in 2025 Judge Mehta here in the US District
Court declared Google guilty of unlawful monopoly maintenance under Section two of the Sherman Act.
The violation centers on a $20 billion agreement where Google receipts a massive share of advertising
revenue back to Apple in exchange for that, Google is the default search engine on safari, Siri spotlight
and other access points on the iPhone. Okay. Now you can look at this through two lenses -- the low
crowd, the low community, sees a giant paying for exclusivity to kill rivals, with Apple being just a
nearby standard of very bad violation of antitrust law. But from a business perspective, one is tempted
to ask, how can a monopolist be the one ending up ending up paying Apple $20 billion in rent just to
appear on the screen? Who's actually the gatekeeper taxing the other here? That is the hard question.
So the Google case may be a story of missing the real gatekeeper. All right, now let's move to exhibit
number two, the FTC, ongoing complaints, | would say even crusade against Meta. So this is not about
missing the gatekeeper. It's probably about missing the market. So to win a section two case, | won't
lecture alone in section two, but | just need to recall this, to win a section two case, the complainant, the
plaintiff, needs to prove monopoly power in a properly defined relevant market, we say, in the digital
economy, market definition looks like a gerrymandering exercise. So in its complaints against Meta, the
FTC proposed the markets where Facebook and Instagram only competed with two apps, Snapchat
and another app that no one knows called Miwi. Now look at the screen. These are four identical videos
of a big dog. One is an Instagram reel, the other one is a Facebook reel. One is a TikTok video, and the
other one is a YouTube short. Does anyone in this room believe Meta doesn't compete with YouTube
and TikTok? So in the real world, in the business world, Meta is in a competitive race for users attention
against Tiktok, YouTube and maybe even Netflix and others. And when you define the market this way,
Meta share is about 30% far from the monopoly level on appeals. The judge on appeals, Judge
Boasberg, saw right through that gerrymandering and said that the case could not stand on that market
definition. Yet the FTC continues to insist that Meta is not competing with YouTube and TikTok, and has
appealed the judgment of Judge Boasberg. So here's the logical dead end for you to consider. If the
FTC is right, a merger between Meta and TikTok would be presumptively lawful under US anti trust law,
right? So this may be, this disconnect, may be the cost of a field that has drifted away a little bit from
business reality and reality seen ads by users. All right now, let me move to to exhibit three. So | talked
about missing the gatekeeper, missing the markets. Let me talk a little bit about missing the remedy or
harming consumers. Let's go to Europe. | didn't want to be too hard on the United States, so we can
cross the Atlantic and go to my continent. So since 2022 in Europe, we have a sector specific law for
large digital platforms, gatekeepers, which is called the DMA. The Digital Markets Act, probably heard
about this. The DMA bans a lot of things, but two things it bans very effectively is one practice called
self referencing. And the second thing is it forces platforms to unbundle data unless they have explicit
consent from users. All right. So following these rules, you can look on the left hand side. Following
these rules, Google removed in Europe the ability to click through Google maps from search results in
the EU so the map is still there in Europe, but you cannot click on it. It's dead. It's a dead map. It's just a
picture of a map. There is not nothing active behind them. On the right hand side, you can see what



Meta did in response to these requirements to unbundle data unless you have user consents. The
choice that Europeans had immediately after the DMA entered into force was either to keep using
Facebook for free and give consent to targeted advertisements, or to pay a 9.99 US dollars a month for
a subscription to a Meta or a Facebook version without bundling up data, without communication
between personal data on the platform of Meta. So this is interesting, because by focusing on making
sure that the gatekeepers are not too big, the agencies in Europe have forgotten about the consumer in
the name of competition, they've added friction and prices, right? So just notes, because | don't want to
be, you know, criticized for telling a story that's not true, Meta had to abandon that practice. So the EC
required Meta to move to ditch the subscription. So now Meta has to offer the same service without
data bundling, for free in Europe, and it's been fighting that in court. All right, | finally go to exhibit four,
and this is where the disconnect just doesn't produce problem with the remedy, a problem with the
market or a problem with identifying the gatekeeper, but may even be failing society overall. So as we
all know, we face a lot of questions about privacy, hate speech, untrustworthy information online, and
they're important questions. Yet for many lawyers in Brussels and in the US, the answer is simple:
concentration, economic concentration, produces adverse below verse, which means, if we add
competition to markets, we're going to have more privacy, we're going to have better content, we're
going to have better speech, and we're going to have better information, right? So this is the sort of the
theory, the sort of implicit theory behind the hate against economic concentration is that concentration
comes with adverse spillovers on information, democracy, content and civility online. Now we can think
about this in economic terms and think about more this more deeply. So suppose for a minute that we
break up Google and Meta to achieve a perfectly competitive structure in advertisements. Now all these
firms, they are going to be fighting for advertising. Advertisers, right? They are selling ads. So they're
going to fight for advertisers. Advertisers pay them, so they're going to fight for that. What are they
going to do? Well, they're going to do what competitors do. They are going to lower the prices of ads,
and they're going to increase the quantity of ads, and they are going to increase the targeting quality of
ads. That's what's going to happen. So the bottom line is that if you introduce function in these markets,
what you're going to end up with is not less data extraction, but probably more data extraction. Now |
want to finish with before | end over to David with one word. | think it would be dishonest to say that the
legal system is completely blind to these issues. And at least the two cases that | mentioned, US v.
Google and FTC vs. Meta, the courts eventually acknowledged that technological change needed a
more relaxed approach to antitrust enforcement or to antitrust remedies. So in US v. Google the
judgment acknowledged that a year and a half after the liability judgment, Generative Al had come into
the space and required a more soft handed approach to resolving the antitrust violation. The question
is, is this trial and error approach worth it? So is it efficient to spend billions of dollars and euros in
regulation and litigation for a judge or an agency to realize what we knew on day one? So when Judge
Mehta says in the remedy trial and judgments that no parties had mentioned Gen Al in the liability trial
that was a year and a half before, but Gen Al was already there, if you study industry 18 months before,
is this correct? The parties probably remain silent, because the rules of antitrust procedure do not allow
them to raise these arguments. So the question that we have today is why isn't anti trust law and
economic regulation updating to that economic reality and making space for these arguments to be
heard and acted upon? And why, in particular, as anti trust, instead of updating in that direction, actually
decided to revert to old school structuralist arguments made in the 1920s and recasted today has a
new and fashionable enforcement trend under the name of neo-brandeisians, right? Why that? Right?
And so | want to hand over to David, because he has very strong views about why we did an update.

David Teece 18:06

Well, thank you, Nicolas, and it's great to be here. And to honor David Nelson, what | learned is that he
understood Silicon Valley. And if you're going to be anti trust lawyer or an anti trust economist, you
better understand dynamic competition. We have an enormous benefit here at Berkeley and privilege,
because we're on the edge of Silicon Valley, sort of in it, but not in it. So we can actually don't get
consumed by it, but we can look at it and be part of it. And Nicolas highlights that while law schools and



business schools are sometimes different in the way they look at competition. And let me tell you that
inside business schools, different groups, or at least between business and economics, there's different
views about competition. Why is that? Because the world is so complicated we've got to simplify it. So
what do we do? We create paradigms, which is great, so long as they're good and so long you don't get
locked into them. But I've been part of a journey that began here at Berkeley, trying to break the world
out of what | call structures, or the static competition gridlock. And | managed to enter this field of, you
know, antitrust, economics, at a time when economics was getting into antitrust, which was the Chicago
revolution. And my research agenda was early and young, but it was 1990 in the centennial of the
Sherman Act. So right here at Berkeley, we held a conference with all the top names from around the
country and around the world, at antitrust law and antitrust economics, at the local reader and Turner
and Baxter Easter Burke and Posner and Williamson, and little fellas like Richard Gilbert and David.
East were there as well, and | gave a talk. And my background, you should know, is, I'm an innovation
scholar, first. Believe it or not, it's very hard to study innovation in an economics department, because
economists will know that innovation is important, but they hate it, but it messes up formalization. They
can't formalize it's too complicated, so they ignore it. And | was bold enough, as a young scholar, | had
tenure so | could speak my truth my mind, to say that it's fantastic that we have now joined law and
economics and competition policy, with the Chicago School coming in, the problem is we brought in the
wrong economics. We brought in static microeconomics and innovation is absent. And if | can put it this
way, it's not too distant from the truth, a 40 year journey, mainly a soul journey until Nicolas and a few
other colleagues have joined in the last five to 10 years to actually bust the old paradigm. And | want to
tell you that | think we're busting it. And the static competition paradigm is giving away, giving way
slowly, to the dynamic competition paradigm. But we need to understand that this is not people.
Sometimes it's people with vested interests, but it's actually people who don't have the mindset to
challenge the mindset that they inherited from the textbooks. And yes, Nicolas is helping out by putting
up the cover of a book that was written here for a big week as one of the most influential books of all
time, written by Clinton The Structure of Scientific Revolutions. What he points out, thinking so much of
the social sciences, you're thinking about physics and chemistry and so forth. But it's also true the
social sciences is that the way knowledge evolves, the way we advance, is we establish a paradigm
and it becomes the mainstream. We use this term. This is a mainstream or textbook view, but every
now and again, you got to rewrite the textbooks. And you know, in physics and disciplines like that,
when you start seeing the data, it doesn't fit with the theory. Your theory isn't going to last all that long.
But in economics, it's not that way. If you've got another bunch of theorists that like your theory, you're
in good shape. So evidence is sort of brushed to one side, particularly amongst the theorists and the
high priesthood. And this is true in antitrust economics, not just, you know, economic theory, more
generally, the high priesthood maintains their position and their righteousness and sort of treats
everything else at the back of the hand, but because there's so much new complexity out there. Now
the old framework is breaking down, but the old framework actually also began here at Berkeley, so
Berkeley has set a stage in all of this. If you go back to the 30s. The structuralist school began here at
Berkeley and at Harvard. There was a fellow called Ed Mason at Harvard and a fellow called Joe Bain
here at Berkeley. And Bainian economics is still alive. And in fact, Nicolas is talking about the brown
shoe case in Google. It's old Bainian economics. It came from this very campus here, and was bread
and butter for anybody studying and just the field of industrial organization. | remember when | first
came to Berkeley, you go to the library, there was like 10 feet -- this is when you went to the library for
books -- it was 10 feet of books of Joe Bain industrial organization because that was a standard
textbook. But innovation is left out, and it's been a battle to get it in. And the structuralist school
basically held that market structure drove performance. So that's why everything starts with looking at
market definition, and all of that structure conduct performance now that that's the dominant theory, but
a number of us have said, Well, we think the line of causation may be completely wrong, and said
performance actually is what drives structure, and it's innovation that drives structure anyway.
Economists have spent quite a bit of time looking at the linkages between market structure and
innovation, but they haven't looked at all at innovation and its impact on market structure. There's an



endogeneity. The world is complex and it's a system but Systems Thinking exist. In the engineering
school over there, but it doesn't exist in the economics department over there or in the business school.
And this was keenly aware to me, somehow or other, | had the good luck to read Kuhn's book, and that
gave me the confidence to stand alone against the whole damn field for 30 years. | actually -- you will
not find the term dynamic competition in the literature until 1992 when | put it in there, and the
mainstream folks at the Federal Trade Commission, the Department of Justice, and also, quite frankly,
in the defense bar, because it will take classes from, well, it's the same school, you know, treat this stuff
with the back of the hand until they no longer can. So we're at the moment where you can no longer
treat it with the back of your hand, in which case the question is, what do we do? And when you dig,
and I'm talking now as an economist, because we have been so influential in competition policy, but we
have an enormous Achilles heel in economics which no one admit to you, and that is, we do not have a
meaningful, robust or realistic theory of the business enterprise, there have been four Nobel laureates
gone out for work done on the theory of the firm. Our colleague here, my dear friend, Oliver Williamson,
now passed away, for transactions cost economics. Ronald Coates from the lawyer actually Lauren
economics, Chicago School on early work on transactions cost economics, and then pot at Harvard,
and there's one other and the OH ation Agion just got theory the firm. But despite this, it is pathetic,
utterly pathetic how much we know in economics about firms and firm behavior. Yes, there's stuff on
game theory and so forth, but people don't stick their nose very close to the ground to look very closely
at what goes on in Silicon Valley. And anyway, it's now time to create this new paradigm. And of course,
we're not going to find the answers just in the field of economics, but we can find the answers in
business schools. In business schools, you have both economists, but you also have Organizational
Behavior people. You have people that are seriously interested in studying technological innovation,
and they're not held to the same formal standards. They can't prove a theorem, they're not going to die
professionally, whereas in economics, if you can't prove a theorem, you're going to die professionally,
but you can also live by doing good, solid empirical work. So we're now in this lovely position where
there's an open mind. And as Thomas Cohn pointed out, what happens is, when the anomalies get so
great, the mainstream starts to break down. But it's a sociological phenomena. It's not just a pure linear
phenomenon. So you know, you can think of going back to the Copernican revolution. We used to
believe that most people believed that the sun rolled around the Earth, and it took a while for that to get
overturned. And there's a lot of gnashing of teeth and people dying on their sword every time you have
these major revolutions, but now we're into dynamic competition. So the good news is that people are
talking the language of dynamic competition. The bad news is no one really understands it, because
you've still got to dig deep, as David Nelson did, and live the life of competition in Silicon Valley, and
also you've got to come up with a richer story and understanding of what the business enterprise is all
about. Here's another liability we have in economics. We have no language or theories in economics
about the capabilities of business organizations. If you go to an index of an economics textbook and
look under capabilities, you will find zip, except if you're looking at economic development in third world
countries. So capabilities coming back to the Google case, you know, how did Google Beat Bing? |
mean, the government is in there, essentially saying, Google, you did all these bad things, and poor
little Microsoft wasn't able to compete because of the horrible things you did. Did evidence get into the
court about what Microsoft was doing and not doing? Did any evidence get into the court? Steve
Ballmer was really kind of out to lunch for decade and a half. He made strategic mistake after strategic
mistake after strategic mistake. Did not invest enough in Bing. You know this is the stuff that's
important. Everybody knows it's important. People in the street know it's important. People in Silicon
Valley know it's important. It's not talked about in the courtroom. Why not? Because neither the
government's economist nor even Google's economists had the smarts to figure this out, because the
Google folks are also locked to the old paradigm. In fact, Hal Varian, the chief economist, is sort of a
static economist, so you know, you think Google is going to launch its best defense? No, it's not. So the
judge makes errors. Google makes errors. The government makes errors, because they're all
floundering around somewhere between the old paradigm and the new but the new paradigm is not yet
fully in place. That's why Berkeley has joined with the European University Institute to bring robustness



more empirical work demonstrate how to use this in cases where the rubber meets the road. So, let me
sort of back up just a little bit to say that, yes, we don't have capabilities language, but the other thing
that we have done, and once again, Berkeley has been center for all this, is introduce information, at
least the study of information, into competition policy. And Hal Varian, of course, who was Google's
chief economist, was also Dean here at Berkeley of the School of Information Sciences. And my
colleague, Al Shapiro, wrote this book, which became sort of the new mainstream textbook around
digital competition. It's called Information Rules. And I've just got a little provocative paper out there
saying information really doesn't rule capabilities do that, we ask information matters. Don't get me
wrong. I'm not saying what they said. It's wrong, but it's all about network effects. It's all about switching
costs. It's all about standards. These things mattered. But if you don't have an understanding of
capabilities, and you're going in trying to understand the behavior of enterprises and competitive
outcomes, if you don't have the language of capabilities, | guarantee you you're not going to get very
far. So the challenge is, okay, we now have to develop a theory of capabilities. Well, economics
dropped the ball on this 120 years ago to the disastrous impact on just about everything. In my view,
the reason why we're in such a pickle in global competition is because economists all think that the
Wealth of Nations comes from trading, which it does, or from Exchange, which part of it does, but the
other half of it comes from From production, from capabilities. We don't have anything on that in our
field, so we've been misleading Washington and being very wonderful in the way we've put forward the
benefits of open trading system and the value from Exchange, but without a theory of production.
Guess what? We've got denuded corporations, we've got unemployed people, and we've got an
industrial enterprise that's failing, and China is sort of jumping in. Doesn't believe doesn't have the
same economics, does not have the same textbooks as we have. Thank God it didn't have our
textbooks. China is lucky, so it's able to gap fill where we're missing the boat because we're not looking
at the things that really matter. So anyway, what we're done is, and | can say this is where business
schools, | can say so this is the most cited paper in all of Business and Economics. Now it's my paper
on dynamic capability. So people are latching on to this thing. This matters, but now we're into the awful
business of, how do you talk meaningfully about it? And there's a lot we can talk about, and I'm not
going to take time to do that now, other than to say that there are quite a number of books and very
large literature in business schools. It hasn't made its way into the economics departments yet. You
know, there's an allergic reaction when you hit the Economics Department capabilities. Please don't
bring it in, because settled life. And this is paradigm. This has come back at Thomas Kuhn. Yeah, you
know, science evolves for the comfort of those within it. To some degree, it's not just about pure
intellectual inquiry. It's about the comfort of the incumbents, and it's worth a reread, particularly since it
was written here at Berkeley, and our culture here at Berkeley, this is a wonderful thing about Berkeley,
is we don't honor the status quo, and as a consequence of that, we've been able to launch this new
paradigm, dynamic competition. So here's sort of a summary, if you go back a little bit about some of
the differences. And you know, the primary difference is this one. Anyone that's familiar with the
Chicago School and modern antitrust economics, it's all about efficient conduct. What is that what
innovators are thinking about? No, I'm thinking about how to do, how to innovate, and often and usually,
if you drive for efficiency, you're going to drive away from innovation. If you drive for innovation, you're
going to drive away from efficiency. So these two things are at war with each other a good deal of the
time. So you've got this rich literature now -- that I've contributed to early on in my career about the
efficiency arguments, and we still use efficiency arguments, and Department of Justice and the FJC
have struggled to deal with it -- now they talk about innovation efficiency, they can't drop efficiency.
They don't know that actually innovation and efficiency are at war with each other, but they try to
capture the overview by talking about innovation efficiency. It's nonsense. But this is what happens
when one paradigm is giving away to another, you get these awkward looking hybrids floating around
that will eventually die. | guarantee you, 10 years from now, no one will be talking about efficient
innovation. They won't, but they have to, for the meantime, because we're trying to bridge between the
old and the new. And | can make jokes about it, because I've lived on the other side for 25 years, and
how have | been able to get there is in part by actually being engaged with litigation like folks over here



and by looking at documents and data and talking to executives and actually believing them rather
than, you know, most economists, they have their textbook view, and they'll listen selectively. When
they hear something from somebody in industry that fits the textbooks, they'll latch on to it. The rest of it
are just babbled to them because they have no framework with which to incorporate it. So if David
Nelson was here, it'd be great to have a rich conversation with him, because I'm sure that he's the kind
of person we could have all learned from, and probably some of you did learn from. So anyway, this is
the main distinction. It's between innovation and efficiency, but there's many, many other elements as
well. And another key one is time horizon. And it's just pathetic that in anti trust, you know, people are
looking for effects in a one or two year time frame. You know, innovation actually in the digital world,
some of it does take place very quickly, but frequently it's much longer than that. And you know, the
guidelines tests and all of those things have this all wrong as an indication that the world the paradigm
is changing. The antitrust law journal just did two volumes. They've never done two volumes before on
dynamic competition. Might say that | have some role in stimulating that, and I've got my own article in
there, which any of you are interested is a good, quick way to get in. It's written for lawyers, not for
economists, so it's a fairly quick way to get into the dynamic competition paradigm. So that's just giving
you a little flavor, maybe we should stop talking for the meantime, there's a lot more we could say.
Actually, there's a conclusion somewhere, implications, yeah, so it's, it's back to Schumpeter. | mean,
the other thing that drives me nuts is that nobody reads anymore, and so if you ask an economist,
what's Schumpeter about, they'll say, oh, he said that big firms are necessary for more innovation.
Yeah, he said that. He said the opposite to that in a different book. But the key thing he said that
matters, and which is the foundation stone of dynamic competition, is that the primary driver of
competition is innovation, and all the static stuff is relatively unimportant. So if you take Schumpeter
seriously, you know he was throwing water over 100 years ago on the mainstream, and then | just
found, much to my delight the other day, Mason, who's a structureless friend of Bain, looking at
Schumpeter, and Mason says Schumpeter is clearly correct, but we don't know how to do it. So this is
the old story. You know, the man is looking for his keys under the street line and say, Well, you know,
you didn't drop your keys over here, but why are you looking there? Was because where the light is,
that's what we've been doing for close to 100 years in competition economics, and we've been, you
know, some of this has had big impacts on policy, but it's been intellectually, | don't want to say
dishonest, but it's intellectual laziness by the profession for a long period of time, and a false sense in
economics that we suffer from physics envy. We want to have things buttoned up, nice and neat and
have formal theorems and be able to prove results. Because of that, physics envy, our field is reluctant
to grapple with reality as it is. So my message here is we have to learn to deal with the reality of this is
and Nicolas was putting up these, who's a monopolist? You know, Apple was paying money. Google is
paying money to Apple. Google is being accused of monopoly. There's something not right there, right?
You have to know that this is a really weird case. If the folks had the monopoly, it's sort of paying money
to hold on to things and and then you dig deeper and say, Why is it, why is it that Bing didn't succeed,
or hasn't succeed? And when you look at it closely, you know that it's a huge, multi billion dollar
investment job every year. And if Microsoft is not willing to do that, the chances that they can succeed
alone. So you have to deal with these tensions or paradoxes. To use Nicolas, when you run into these
paradoxes, they shouldn't just amuse you and intrigue you. You should say, is there something wrong
with my underlying structure of knowledge? And in a place like Berkeley, that's our job. And you know,
we've let the professional world down to some extent by not doing our job well enough. But we're now
on to it, and with the EU together, we're going to make up for the sins of the past. Thanks, David.

Nicolas Petit 43:15

Okay, so | am going to talk a little more. It's always difficult to speak after David, because | want to
address the next question, which is really, why didn't we update until now? So why didn't law schools,
why didn't lawmakers? Why didn't law enforcement agencies didn't update their views based on the
experience and evidence that's that's kicking in. The paradox is that David mentioned the anomalies.
The anomalies reveal, when they accumulate, they reveal, as David very eloquently put it, flaws in the



structure of knowledge that's underlying the application and and that's actually not my question. It's not
David's question. It's a question that was raised recently by very famous economist, Jason Fairman.
Was a Harvard macroeconomist, and he learned just like us that iRobot, a company doing very
sophisticated vacuum cleaners, was going bankrupt couple of months ago, a year ago, two years ago,
it had tried to sell to Amazon. Amazon wanted to buy iRobot, and the European Commission in
Brussels decided that this was not a good a good acquisition, and the parties withdrew their proposed
transaction. A year and a half later, iRobot is basically selling to a Chinese company for scraps. And
there's probably lots of technological progress that has been lost in this very unfortunate intervention.
And so. | just like -- maybe to advance, it's important to understand why the field has not updated, if we
want to be effective at trying to improve it, right? So that's this is the reason and | think that there are
probably reasons that have to do with a form of cultural problem, phenomenon in the field of interest
and economic regulation, there is a cultural thing, and its drivers are sociological, institutional and
probably ideological or political. Now | just, | just want to say, before | go deeper into that, that I'm not a
conspiracy theorist. | believe in the power of governments, in policy making. | believe in collective
decision making that can improve welfare. | do certainly believe in that, but | also believe in fact and
science.

Speaker 45:51
So you have to say you're not a conspiracy theorist. That's true.

Nicolas Petit 45:59

Yeah, I'm not all right. So some facts. So in 2024, DG competition. DG comp is the European
competition agency. DG comp publishes a paper which says that trends, economic trends, about rising
economic concentration, rising markups in the economy, rising profits have moved in Europe in the
same direction as in other regions of the world. So the US and Europe have almost experienced the
same increase in market power. Firms are making more money. They are bigger. They're making more
profits. And yet, at the same time, the EU has spent 20 years telling us that we had the most effective
and strong competition enforcement program. So when you put these two point data points together, it
probably implies that so if this, if the market forces that shape firm size and economic profits are the
same across the Atlantic, it implies that the current antitrust program of Europe is a very expensive way
to achieve very little. Right? That's the first thing. Now comes in the Draghi report. You might have
heard about the Draghi reports, former Italian Prime Minister, governor of the central the European
Central Bank, very famous, very you know, esteemed person across the policy world. The Draghi report
diagnoses that Europe is suffering from a massive productivity gap driven by its lag in digital innovation
and Draghi notes, | quote, a close link between the size of companies in Europe and technology
adoption. The evidence is that European businesses are too small, and size enables technology
creation and technology diffusion. When 30% of large EU businesses in Europe in 2023 have adopted
Al, only 7% of small firms have adopted Al, there is a gap between firms of different sizes. So size
enables adoption because it's very obvious. It's an old economic problem. You can spread the high
fixed cost on a larger number of units, and that allows you to scale technology now that evidence,
unfortunately, it's like, you know, uncontrived evidence has fallen of this on different years. And | go
here to maybe the first point, the sociological point, because it feels sometimes in competition policy
that we're facing a form of secular religion defended by a band of adepts of the cults who really are
strongly resistant to any challenge to the mysteries of their beliefs. And so in that, in that superstition,
size is a taboo. Size is bad. Big is bad. So that's the first thing. The second thing is, there is, and it's
probably fair to say that there is indeed a specific institutional architecture that supports the
superstition. So we have, and it's a good thing, a sprawling network of hundreds of commission
agencies in the world, experts that meet every year, like in DC last week, at the antitrust the ABA
interest spring meeting, a great meeting in an environment. They meet in an environment that rewards
activity above everything else. The KPI of comption agencies, how many cases they've done? It's not
where their commission has improved, and these agencies for a good reason, they want to do cases.



This is the metric of success, and that creates a very profound moral hazard. So we have sometimes a
legal community that has become dependent on these agencies. They have to give away some cases
to make the system work. Their goal is not to fix the system, it's to maintain access to the system. So
we found ourselves in a standard sociological problem, the emergence of a very strong and deep
epistemological community, a world where the enforcers and the practitioners speak to each other and
maintain the system. You can you can think about the contrast with central banking economics. Central
banks have no practitioners. They invest millions in independent academic research because they
know that being wrong about the economy has immediate catastrophic consequences. In antitrust, that
investment in research is missing. What we see is investments in what | call policy affirming evidence
making, rather than evidence based policy making and the process is a process in which the desired
policy act outcome dictates the evidence that you're going to produce. That's what happened with that
report from BJI competition. All right, so the second driver that | want to talk about, that maybe is
beyond this sort of sociological institutional points, is a latency loop. So | like to say to my students, |
teach something called law and tech. It's abstract level, and | talk about Al, | talk about nuclear power, |
talk about digital platforms. Of course, | often tell them that we often complain that law is very slow in a
context of technological change. But the good news, well, the bad news is that it's much faster than
economics. So law is slower than business and technology, but it's comparably much faster than
economic theory. And this creates a fundamental misalignment, because by the time a formal economic
theory reaches the courtroom, the business model that it seeks to, that it could help address, has
already been regulated or addressed by the legal structure. So because there is no real time economic
theory to guide new legislation, we see a fairly dangerous pivot. We cannot wait for empirical
verification. We cannot wait for experience, and we affirm legal principles without the benefits of
economic evidence, we double down on what David was mentioning, all the economic intuitions that we
cannot be sure are robust to the change in technology, in the technological structure, right, and and that
faulty process. | want to say that because this is a topic that's very close to my heart, and David has
been mentioning that, that faulty knowledge transmission process has been aggravated by a 20 century
trends that few people know of, and that trend is the divorce, the divorce between law schools and
economics and business schools. So by separating these disciplines, we have limited the vital
spillovers that could enable independent economic research to inform evidence based policymaking.
So of course, today, commission agencies and regulate regulators in the world have their own in house
economists, but but the incentives have changed. Unlike in an economics or Business and
Management Science departments, we are no longer necessarily in the realm of objective inquiry with
without a goal, non goal ended inquiry. We're in the realm of a structure in which the economics are
used to build cases and advance a policy agenda, right? So it's not the | won't. | don't want to bore you
with history, but the process that we're seeing today is the same as what happened with the Sherman
acts, right? Industrial Revolution, massive changes in transportation, mass production, mass finance,
emergence of large agglomerations of power, in oil, steel and banking. Sherman Act adopted 1891
judgments of the Supreme Court trans Missouri decide that all agreements, all contracts between
companies, are prohibited as unlawful, a very radical, restrictive, aggressive enforcement of the law,
rigid reading of the text, the word every contract in the Sherman Act interpreted as outlawing all
transactions between competitors. All it took a time for the law to move back to something more
sensible, the Chicagoan revolution in the 1970s and post Chicago revolution in the 1980s helped
improve the legal infrastructure through the consumer welfare standard. Now one more point, and that's
the point about politics, or maybe ideology. So all these ideas in the courts and and. In agency. In the
agency world, they also feed on on a fascination with power structures that we see in law schools. So in
the circles these days, a movement has become very popular and fashionable. The law, any political
economy movement tells a very simple story: profits. And those will benefit from profits construct legal
institutions that entrench power, increase inequality and social injustice. And the Neo-Brandeisian
movement, the Lina Khan and Tim Wu kind of literature, is the anti trust version of that movement. It
tells a huge make believe theory that profits concentration, which in turn eliminates small businesses
and democracy. If you study the data on entry by small businesses in the European and the American



economy these past 20 years, you're going to see a huge increase, not a crushing of the small
business economy. So you see this in the works of people like Tim Wu, the FTC and Lina Khan. If you
look for economic evidence in these works, you find zippo, nothing zero. You find anecdotal reference
to pieces in the New York Times and other other press outlets, you find a highly funky version of
economic history that forgets about decades of policy making, the term Arnold tenure at the anti trust
agencies, and and so it tells a very strange story about power that | think we should fight because the
prescriptions from this diagnosis are radically different to what we should, | think, be doing. They want
to return us back to the early days of the Sherman Acts, where every large business entity is prohibited
from entering into contracts with others, structural presumptions against M and A transactions that
allow small businesses to make a killing and incentivize people to create more and new businesses. So
we want to, so economics has not been very effective at doing that. So what we want to do, and I'll
close here, what is we believe is missing, is, is a fine grained study of dynamic option and dynamic
capabilities. I'm going to give two definitions here, because | think we've left you without maybe a good
definition of these concepts. So what we call dynamic competition is basically competition through
technology, right? And competition through technology determines business selection. Capabilities are
the set of processes of knowledge, processes that reside within the business organization, that can be
repeated and that can be described these capabilities, these dynamic capabilities for innovation, are
the enablers of competitive advantage and survival. Both concepts occupy minimal space in antitrust
policy, very little. And so with David, we believe that we need to enter into this process of epistemology
-- sorry, this is a big word. It's very difficult. You heard. I'm not a native speaker -- epistemological
inquiry to build up on the foundations of price theory, transaction cost economist and game theory and
modernize the tools. | also want to say something because maybe that ambition would be mistaken.
This is not a zero enforcement program. It is not about saying anti trust enforcement and economic
regulation should disappear and see the way to the free market. It is a program that seeks to study
under which conditions it is appropriate to enforce anti trust regulation in the context of technological
change. The focus is not on business size, and it is not on the market. It is on technological change,
value creation and value capture. And we want to, we want to think about technological creation and
technological diffusion as the first step in antitrust enforcement. All right, so I'll close with just a
reference to Foucault. | couldn't come to Berkeley and not talk about Michel Foucault, especially
because he's French, just like me. And | want to connect what | said more broadly to something that
also is slightly, | think, forgotten. So if you believe that political economy is a study of power structures
emerging from capitalism, | think | advise you to re read Foucault, the Burke of bio politics. Political
Economy, according to Foucault, is the study of Public Law. Political Economy emerged as a branch of
law that used economics to evaluate the activities of the ruler of the sovereign and add checks upon
public power. Before that, public law had mostly been about trying to legitimize the activities of the ruler.
So given what we're seeing today in US politics and outside as well, also in European politics,
sometimes | think the advancement of executive power and encroachment and basic individual
freedom and collective freedoms justifies a program just like ours that thinks a little bit about how to
keep government in check, especially when the dangers and the adverse spillovers might limit
innovation that drives prosperity grows and removes inequality in society in the long term, that's what |
wanted to say. | want to thank you for your attention.

Speaker 1:01:04

All right, well, we can take some questions if you have time. That's good, yes, press releases,
conclusionary slide for a second. Yeah. The bottom the last item the robustness of the innovation
system around a digital platform. So most of the criticism that you somewhat disparagingly made of the
Tim Wu School of anti trust, which is feels to me, more like a political exercise than strictly an economic
exercise. It's about the actions of the large platforms which no one can deny are dominating the
economy, and he uses particularly Amazon as a good example, and the way in which those who were
selling on the Amazon platform have been squeezed badly by Amazon using its power over that
platform to extract more of the economics. So | was interested in this last comment, and how do you
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feel? Do you feel that the platforms themselves should be the focus, or you're saying that, basically,
innovation around the platforms may be of greater value than restricting the platforms themselves.

David Teece 1:02:24

Let's look at this last point here. | mean, first of all, I've not thrown away -- I'm not throwing away the
consumer welfare criteria. Just said, make it long term. Because if you take the short term view, you
pay no attention to innovation. So if you have the long term view, then at least you get innovation in but
the proxy that I'm seeking is the lens that | think to evaluate this stuff without saying what the answer is,
is, when you look at business conduct, such as what you put your finger on, what does it do to the
robustness of the innovation ecosystem, because in the long run that came out that's very hard to figure
out. But that doesn't mean we don't stop trying to figure it out. | mean, really, what's going on for
decades? It goes back to that statement of Ed Mason, this stuff is hard to figure out. Well, that doesn't
mean you don't try and you go to something, you know, it's wrong. It means you start to try and figure it
out. And and the significant work on innovation ecosystems in business schools now, we're just starting
to sort of come up with metrics for you know, what's the health of an innovation ecosystem? But it's the
right question to ask, and it's just shocking that we've gone for century, or at least half a century, without
asking, in my view, the right questions. We've done it for expediency and because, yes, the law needs
predictability, but you also have to change when you know it's wrong, and you know, people still say this
today. Well, | still want to use concentration ratios, because | know how to measure well, actually you
don't, if you don't know where the boundaries of the market are. And one of the things that Nicolas and
| find ourselves saying that | have the belief that | have because | also operate as a small time venture
capitalist, and | built companies to billion dollars or so and more. As a CEO and founder, you worried
not about people in the market that you can see. It's the unseen competition that scares the living
daylights out of you, and that's potential competition. So one of the things in this anti trust law journal,
paper of mine say, look, potential competition is more important than actual. But as Nicolas says, that
doesn't cut for giving a license to the incumbent at all. You know, it can cut both ways. A lot of people
shied away from this in the agencies because they think, Oh, you're just trying to create more freedom
for big tech firms. But actually, my boldman, what really got me fired up about this was | worked on an
antitrust case, the cool case way back in the 80s. And it was a company with revenues like a million,
100 million to 200 and then we get an antitrust cases thrown at them left and right, and you had anti
trust economists jumping on, and this is where sale up comes up with his raising rivals cost, because
Gore hired up a whole bunch of chemical engineers. Gore made Gore Tex, of course. They had this
substance called PTAB, which was proprietary. They made their own proprietary resins, and they
wouldn't sell the residents to somebody else. Why should they? But you know, Steve Salove came up
with this, well, you're raising rivals cost because you're not letting other people have your proprietary
technology. This is absolute nonsensical stuff that can only come out of someone with a static view that
doesn't think about the innovation ecosystem. Because if you say, you know, it's like taking away your
patents. Worse than that, it's taking away your trade secrets and your patents, because you've got to
sell this somebody else, you know. How can you come up with that? It's only if you don't see innovation
as the primary driver of competition. So it was the small company's predicament, as much as it is the
big company's predicament. It's the innovator's predicament that we're trying to protect, not the guys
that sit on their laurels and don't do anything, which is sort of what mainstream competition policy is
indirectly ended up supporting. And in Europe, of course, you have the living dead, you have all these
companies that are going nowhere because there's no entrepreneurship and there's no innovation. So
we don't want to end up where Europe is. We got to be where China is, and China is where we are,
doing a better job at it than we are. They're not -- they don't have a static view. They don't have this
efficiency nonsense. You know, not very much about innovation ecosystems and policies to support
robust innovation ecosystems. So we don't have to look very far to a real world case where it's being
done quite well. And antitrust sort of, it's just another tool to achieve this bigger goal. And, you know, we
look at it and say, Oh, it's not very rigorous, it's supple and agile, because it's got this bigger goal of
supporting national competitiveness, which is what our antitrust policy should be doing as well. In fact,
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right here in this Sherman Act conference, the headline of a reader's paper was, antitrust is America's
industrial policy. Pretty pathetic one that it is indirectly. It does shape industrial outcomes. Problem is it's
not focused on what matters for great power arrival rates. So this is, this is not child play stuff anymore.
This is the future of democracy, just as Tim Wu sees it as being the platforms, as being the problem. |
actually see it is anything we, if we, if we don't have the most robust innovation ecosystems, we lose,
we lose everything. And so this is not just idle stuff that anti trust people worry about. This is something
society has to be concerned about, and, and, and that involves rolling our sleeves up and
understanding innovation and entrepreneurship in a way doesn't exist as well as it must and law and in
economics.

Audience 1:08:54
So how do we get people to come together? Just a short walk to the business school? That's too far.

David Teece 1:09:01

Well, look, we do have law and economics programs, but they're not intellectually linked. And they may
be organizationally linked, but they need to be intellectually linked. And this is where we go. If we get
dynamic competition, we can link it to technology policy and industrial policy. We do not have coherent
policies in the United States, and if we have an innovation first approach that brings technology policy,
industrial policy and competition policy together, instead of that, right now, they're fighting each other,
and this is nonsense. You can't run a great country and support a great economy while policies are
inconsistent. Why they're inconsistent? I've been in meeting with prophetic antitrust economists. Don't
ever mention the word industrial policy, it's like anathema, because why are they saying that? Because
they don't want their comfortable little silo of antitrust economics to be disruptive, because that hurt
them professionally. They're not saying it because it's correct as a matter of science, but it's exactly
what Thomas Kuhn was saying. Is that we take these professional positions for our own comfort, and
that's why you need robust intellectuals such as what Berkeley produces. This is our greatest -- we are
the greatest place on the planet for intellectual diversity, and it's time that we harnessed it in the law
school, in the business school, in the economics department, to help with national competitive industrial
policy and technology policy, all the great issues of our day that determine the future of our children.
And that's why this is important. That's why | could work on this for 30 years with having no followers,
because | know it's what's critical for democracy.

Audience 1:10:48

Thank you for the lecture. | really appreciate it. And thank you for mentioning focus theory. And | have a
question it's like right now for not only the AGI itself, but also like the you know, the algorithmic collusion
itself is invisible. Like, not only the market itself is dynamic, but the product, like the AGlI itself is
dynamic. So here is a problem that, how can we redefine the agreement when we use a traditional anti
monopoly law to refine or to polish? Like, what do you mean by algorithmic collusion?

David Teece 1:11:22

| haven't thought about that one, but what you -- | think what you're saying is, when you have
algorithms that are connected and communicating, does that constitute collusion? And you know,
traditional contract law and competition policy view, is there an offer and there is an acceptance. And of
course, some extent in these algorithms, it happens in real time, right? | don't know. | haven't -- I've
been focused, actually, my early work was on collusion and cooperation. And the other thing that
annoyed me back then, we fixed this one. We did actually have some impact, is if you looked in the
economics textbook for the word cooperation, you only got collusion. There was no room for beneficial
cooperation amongst competitors. But of course, in the technology space, that happens all the time,
you know, Microsoft has to do deals with Google and so forth. So | don't know is the answer and but the
answer, the way I'd look at the problem, the way I'd frame it, is to say, does that form of collusion hurt
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innovation or help it? Does algorithmic collusion help innovation or hurt? If it hurts it, and | would say,
we should block it if it helps it. Then yeah, so | frame the | don't think, you know, framing it in terms of, is
it collusion or not? Is a wrong? It's only half the question. The real question is okay, whether it is or
whether it isn't, what's the impact on innovation, beneficial or negative?

Speaker 1:13:02
And if you use the word collusion, you already sound bad, right? So then you have to say, what is it
really?

Audience 1:13:07

| have a question on the same note, | work in the semiconductor industry. So business innovation, the
pace of business innovation, is a lot faster than anti trust actions. So the most current example that |
have question on this. For example, Nvidia. Nvidia, a few years ago, they tried to buy arm, but it was
not approved by by the government, because of anti trust concern. But recently they they acquire. They
didn't acquire, but they got license from their one of their competitor from inference, Al inference, from
Grok. They buy their licensing, and then they, they recruited top 20 of their employees, and they now
work for Nvidia. And they basically going back to your definition of whether this helps innovation or
hurts innovation, it helps innovation for Nvidia itself, but it doesn't help the innovation for people outside
of Nvidia. So in [unable to transcribe].

Audience 1:14:19
So my question is whether, what is the definition of antitrust in this cas? What is the definition of it? Is
it? Is it considered antitrust action by bypassing the current rule?

David Teece 1:14:39

Well, of course, there's been lift out hires going on forever, often as trade secret issues, as much as
there are antitrust issues involved in that. But when you tighten up on antitrust, on M and A activity, it's
sort of a natural consequence. And. So | suppose, look, | come back to the same metric. You have to
look at the bout for world, if those employees stayed where they were, is competition more robust than
if they move across to or doesn't it make any difference? | mean, if it's a small group, it probably doesn't
make a difference, and it's probably not something that warrant trust inquired. But if it's a big group, and
really puts a company on a different trajectory, then it's an anti trust issue, which way it cuts. | don't
know. You'd have to look at it. This is where you have to be forward looking. Mergers is the only place
where you have to be forward looking, because you are somewhat predictive, you know, looking at
competitive effects on a go forward basis.

Audience 1:15:45
How do we find faults in their actions? If they're not colluding, they're doing everything within the rule.
But let's say the enhances Nvidia's competition.

David Teece 1:15:57

But --uy I'm not sure | can answer your question directly, but I'll try and answer it indirectly, because
people sort of bring up this question, how can the authorities, how can the agencies figure out these
forward looking effects, and because sometimes executives and commentary and venture capitalists
have trouble figuring it, well, actually the government has an advantage. The government can actually
do civil investigations and get information from other parties in the ecosystem, which private parties
can't do. So | no longer give an excuse to people in government when they say we can't do this. Well,
other people are doing it every day for a living. That's true, but you have a special advantage, because
you can do civil investigations and get data and information that other people don't have. So, you know,
that's sort of my general approach, process wise, is dig deeper and learn something. | mean, Nicholas
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did the great favor to me, because | didn't believe agencies could be this dumb. But remember the
Giphy Facebook merger and the UK authorities blocked it because they said little Giphy could be a
competitor at Microsoft. | can tell you, even down to the bottom quartile in my business school class,
they're going to say this is ridiculous, but it made it through the competition authorities, and Nicolas
brought the senior guy into the classroom, and he was bold enough to do it, and | got a chance to ask
him. | said, you know, when there's no business model that's viable for Giphy. It's run out of money,
doesn't have any revenues. How is this company going to succeed? To which his answer with a straight
face, well, it's an established company. It's been around for eight years. Yeah, it's an established
company without any of the key ingredients that are needed to compete, and it's about to go out of
business and Facebook is sort of doing a rescue buy out here. But he said this with a straight face,
which to me, says we have failed in the academic world to educate people in the agencies about the
very basic ABCs of business. | mean, you know, this is where the economics department is not talking
to the business school, because any business school student would have at least raised their eyebrows
about this, but the fact that, with a straight face, a well trained master's level, graduate levels, very nice
person from the UK competition authority could say it was an established company, therefore it had a
chance, based purely on time, it's about to be what you know, Nicolas calls the living dead. Well, it's
probably actually the dead dead. But the notion that it can compete with anybody, let alone a major
platform, is just completely nuts. But this shows you that there's something wrong with the paradigm.
It's back to Nicolas's starting point when you see these anomalies, and this is what Thomas Kuhn
pointed out when these anomalies you know show up in what appears to be paradoxes between what
you think you know and what the paradigm is telling you is the case and what you observe when you
start that littering the field, it's time to question the paradigm.

Nicolas Petit 1:19:18

Yeah, | think so. | have a take on your question. So if your question is, if Nvidia create this transaction
with Grok, and it's this sort of weird, M and A, it's like, we're going to take some people in, then license
some technology, and it's not a merger, right? And is that a problem, right? And we have two there are,
| think there are two sub questions, and there are two sub answers to your question. The first one is, is
the law today -- can the law that we have claim jurisdiction over these transactions, these sort of funky
M and Acircular deals that we see in the in the Al space. And | think the answer has to be an affirmative
yes, that anti trust law has been over history, able to catch transaction that were slightly off what the
statute said. And the best example is the Sherman Acts. At the time of the shermanite in 1890 what
happened is that these railroads companies, the steel company, the aluminum companies, were
entering into all these sort of weird transactions that didn't make sense. Anti trust, using the Trust has
the form of organization for the industry and so and so the law has proven very flexible across time to
actually catch these things, right? So, in a merger case, you try to establish control, right? And the the
agencies would look into this and see whether there's an element of control. So that's the first sub
question and sub answer. So | think that is not such a problem for interest law to claim review of these
issues, right? And they've done so. | mean, the in the UK, there have been several investigations over
these Al partnerships. The more difficult question is the economy question, which is this transaction
improving welfare by the question we would ask is creating a net innovation benefits, right? And that's
where the power of what David wrote, and others like [unable to transcribe] other colleagues is so
good. Their work on capabilities tell you that when, when Firm A and Firm B merge, this is a capability
combination that might have more power than if Firm B and firm C merge, right? And so you can study
the alignment in capability and the net innovation benefit that is going to come out of one capability
combination versus the other, and it's not as predictive as what commission economies do when they
try to study the price effects that come out of a merger, or the output effect that come out of a merger
with a model. But these models are very predictive, but they are very fragile as well, right? So, so the
standard of the standard of admission of the towards capability analysis, and we're trying to build this
right, needs to be a little tolerant. To some form of uncertainty about the degree of prediction you're
going to have, just like we do with merger simulation models, right? So, but so we think we have some
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grip on that question, and there's grip in the capabilities literature to study these kinds of effects. | hope
that answer your question.
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA et al.,
Plaintiffs,

v. Case No. 20-cv-3010 (APM)
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MEMORANDUM OPINION

Much has changed since the end ot the liability trial, though some things have not. Google
is still the dominant firm in the relevant product markets. No existing rival has wrested market
share from Google. And no new competitor has entered the market. But artificial intelligence
technologies, particularly generative Al (“GenAl”), may yet prove to be game changers.
Today, tens of millions of people use GenAl chatbots, like ChatGPT, Perplexity, and Claude, to
gather information that they previously sought through internet search. These GenAl chatbots are
not yet close to replacing GSEs, but the industry expects that developers will continue to add
features to GenAl products to perform more like GSEs.

The emergence of GenAl changed the course of this case. No witness at the liability trial

Installing marketplaces from the web

Starting with i0S 18.6 and iPadOS 18.6, iOS and iPadOS will provide an updated user experience in the EU for installing an
alternative app marketplace from a developer’s website.
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Paradigm Shifts

In The Structure of Scientific Revolutions
(1962), Thomas Kuhn (UC Berkeley) noted
that paradigm shifts tend to appear in
response to the observation of critical
anomalies inconsistent with “conventional
wisdom”

In social sciences, paradigm shifts tend to be
gradualist.



What is a Paradigm?

“A fundamental framework, model or set of shared beliefs, values,
and technologies that define how a professional/scientific
community perceives, understands, and interacts with reality”

Jredpea T Y

Ptolemy v & Copernicus/Galileo

%’ Einstein’s Relativity v | Newtonian Mechanics

z5. Static v @ Dynamic competition in antitrust



Paradigm Paralysis in 20" Century
Economics

Greatest barrier to paradigm change is epistemological closure
* Not just intellectual specialism
» Self-interest
* Professional organizations

Dynamic competition paradigm has been slow to emerge,
because for long too high level, w/ limited practical applications

* 1930s Schumpeter attacked “static economic analysis™ as an
intellectual foundation for a public anti-monopoly policy.

« 1950s Ed Mason (Harvard) noted that Schumpeter’s attack was “highly
salutary and profoundly correct”, but “difficult to the point of
impossibility™

*Ed Mason “Schumpeter on Monopoly and the Large
Firm”



Modern Intellectual and Policy Progress

1990s: Conceptual Development

* Dynamic competition term appears in
papers (Jorde and Teece, “Innovation,
Dynamic Competition, and Antitrust
Policy” in Regulation, Fall 1990)

« Sherman Act Continental conference
Berkeley, 1990 + R Gilbert’s at
antitrust division of the DoJ

* Intellectual property guidelines
« GM v ZF

* Rich series of articles on dynamic
competition over the next 3 decades

2020s: Flowering of a new
paradigm

« Foundation of Dynamic Competition
Initiative — UC Berkeley & EUI

 Jorge Padilla declares “dynamic
competition school”

 Antitrust Law Journal issues two
special issues on dynamic competition

« 2025/26 Launch of the Journal of
Dynamic Competition (World Scientific
Publishing) edited by Petit & Teece



Information Rules vs. Dynamic

Capabilities

Core Focus

Primary Lenses

Main Question

View of the Firm

Mechanism of Competition

Speed of Change

Shapiro & Varian (Information Rules)

Economics of information goods; network effects,
switching costs, lock-in

Static/comparative analysis — market structure,
pricing, standards battles

Given information economics, how should firms
compete?

Firm is price setter and strategist within known market
forces

Positive feedback loops, winner-take-most dynamics

Not central; markets evolve but internal firm dynamics
ignored

Teece (Dynamic Capabilities)

How firms sense, seize, and transform to regenerate
advantage

Continuous reconfiguration of assets and capabilities

How do firms build capacity to maintain advantage
amid rapid change?

Firms sense opportunities, orchestrate assets, build
modular architectures

Learning loops, continuous renewal, adaptability,
recomposition

Core variable. Speed of sensing, seizing, reconfiguring
explains outcomes



Static v. Dynamic Competition: Summary

STATIC COMPETITION

DYNAMIC COMPETITION

PRIMARY ORIENTATION OF MANAGEMENT

Efficiency; existing markets

Innovation; future markets

OBSESSIONS OF MANAGEMENT

Competitors

Customers/user solutions

COMPETITIVE FOCUS

Compete by offering lower prices

Compete by offering innovative products/services

MARKET OUTCOMES Price reductions for familiar product/services Innovation and customer solutions through new and better products/services
COMPETITIVE ARENA Relevant markets Ecosystems
CONSUMER WELFARE Minor improvements With time, major improvements

KEY ACTIVITIES

Implementing best practices

Innovation, enterprise formation, learning, capability building, growth, disruption

LEVEL OF PROFITS

Mediocre but steady

Strong — with considerable vicissitudes

NTELLECTUAL HERITAGE

Neoclassical Economics

Austrian economics; capability, complexity, and evolutionary economics

RESOURCE ALLOCATION MECHANISMS

Prices

Prices; managerial asset orchestration according to future demand

MANAGERIAL CHALLENGE

\Well defined problems; profit maximization goal

\Wicked problem solving required in “VUCA” (volatility, uncertainty, complexity, and ambiguity)
environments; profit seeking goal

TYPE OF RATIONALITY ASSUMED

Hyperrationality

‘Bounded” rationality that recognizes and navigates uncertainty

TIME HORIZON

Short run

Longer term, depending on the length of innovation cycles

SYSTEM OF INNOVATION

Usually “closed” (within the scope of the parameters of current competition)

Often “open” (beyond the parameters of current competition and looking to the next
ceneration)

STATE OF NATURE

Risky

Riddled with deep uncertainty

THEORETICAL STRUCTURE

Competitive equilibrium models; mathematical rigor and (apparent) certainty favored over
ncluding variables that reflect the uncertainty of forward-looking conditions

Computational economics, evolutionary modelling, statistical analysis, case studies; real-world
relevance favored over mathematical rigor and apparent certainty;

EVOLUTION OF FIRMS AND MARKETS

Stasis

Constantly transforming/evolving

SOURCE OF RENTS (PROFITS)

Hicksian (cost-minimizing with all things remaining equal

Ricardian (returns to scarcity), Schumpeterian (returns to innovation) / Knighti3n (reward for
uncertainty)




Static Competition Economics v. Strategic Management Paradigm

MAINSTREAM (STATIC) COMPETITION ECONOMICS STRATEGIC (INNOVATION) MANAGEMENT
Unconcentrated markets Robust innovation ecosystems
New entry New entry/ and associated competency-enhancing and destroying innovation
Price competition Amplified price competition
Introduction of improved products Introduction of new products and new product categories and the creation of new markets
Changes in market share Changes in competitive positioning
--no comparable High R&D/expenditures are investments in innovation
--no comparable Active asset orchestration
--no comparable Constant repurposing of assets, repositioning
Disruption is a manifestation of competition Disruption and renewal/restructuring as manifestations of competition
--no comparable Variety and experimentation in business methods and models
--no comparable High rates of enterprise formation
--cost-reducing, efficiency-focused culture Innovative organizational culture
Homogenous competitors Heterogenous competitors and complementors
Zero economic profit Positive Ricardian, Schumpeterian, and Knightian profits "




Implications

* The best competition policy is to keep the innovation ecosystem vibrant. With internal
and externally supported R&D and few artificial market entry barriers... so that new

entry is likely... or at least favored.
* A key focus of competition agencies ought be to make sure that assets/capabilities do

y
not get monopolized. Thus M&A enforcement is important but care should be taken to
allow acquisition of firms with complementary capabilities while thoroughly examining

transactions with parties that have competitive capabilities.

* It's arguably better for competition that new entrants are unseen (and therefore
uncertain) as paranoia is heightened and efforts to innovate amplified.

* If competition authorities lack comfort with respect to the existence of competitive threats, then an
investigation into the capabilities of existing and potential competitors can help.

« A merger that assists innovation will have very positive welfare implications, and vice
versa; systemic innovation likely will always require M&A activity.

* The robustness of the innovation ecosystem around a digital platform is a good proxy

for long run consumer welfare.
15



@ Jason Furman O @jasonfurman - Dec 15, 2025 (A o
. One problem with antitrust thinking and enforcement is how little updating
there is based on experience and evidence. Much less than you see in

macro policy--and to be clear there is not enough of it in macro policy
either.

Take the case of Roomba.

AR .
Roomba maker iRobot swept into bankruptcy

US-listed group behind autonomous vacuum cleaner o be taken over by its Chinese
supplier
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Global Superstition

Antitrust in the United States is a multifaceted phenomenon. Sometimes
it appears to be simply a set of economic regulations administered by courts,
and, therefore, subject to criticism as embodying incorrect economic views.
The person who undertakes such criticism, however, is likely to be swiftly
apprised of another facet of the phenomenon he has laid hands upon. Antitrust
has become far more than economic regulation. It displays many of the signs of
a secular religion, and one of these is the emergence of a band of celebrants who
fiercely resist any intellectual challenge to their mystery. Thus it is that to
question any of the law’s basic dogmas is to lay oneself open to charges of
being “against antitrust” and of giving aid and comfort to some shadowy but
infinitely sinister group known only as “the enemies of antitrust.”




Institutional Fragmentation and Faulty Knowledge
Transmission

\ Business, markets
and technology

Economics




Some history

ICC Act, 1887; Sherman
Act, 1890

S1: anticompetitive
agreements

S2: unilateral conduct that
monopolizes or attempts to
monopolize




Law Schools and Make Believe ‘Political

Economy’
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Price Theory Game Theory Transaction Costs




Assume conduct or
transaction that
harms competitors

et e
procurement, IP, regulation,

taxation and industrial policy to
: ) R

Is there technological
competition?

tsthefirm ateaderor
a laggard of
technological

Leader

Is social gain from
leader’s present and
future innovation large

Enforce competition
law unless attempt to
catch up with leaders

« Enforcement: EU v Intel; Barry

Wright; Adobe/Figma
 Non enforcement:
Paramount/WB?

(if 1/3 parties strong
innovators => yes)

relative to 1/3 _parties loss

Yes

(Need screen like HHI for technological competition)

No

No enforcement unless threat
of freeze of technological
competition

Enforcement conditional on limitation
of technological opportunity for 1/3
parties

* Non enforcement:
MSFT/Blizzard

+ Enforcement: AMAT/Tel;
Visa/Plaid; MSFT/Intuit;
Nvidia/ARM

« Enforcement: US v
Microsoft

* Non enforcement: FTC v
Qualcomm
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38 THE BIRTH OF BIOPOLITICS

problem: How can the necessary self-limitation of governmentality be
formulated in Jaw without government being paralyzed, and also—and
this is the real problem—without stifling the site of truth which is
exemplified by the market and which must be respected as such? In
dear terms, the problem raised at the end of the eighteenth century is
this: If there 1s political economy, what is its corresponding public law?
Or again: What bases can be found for the law that will strucrare
the exercise of power by public authorities when there 1s at least one
region, but no doubt others too, where government non-intervention is
absolutely necessary, not for legal, but for factual reasons, or rather, for
reasons of truth? Limited by respect for the truth, how will power, how
will government be able to formulate this respect for truth in terms of
laws which must be respected?* After all, the fact that for a long time,
until recently, faculties of law 1n France were dlso faculties of political
economy—to the great discomfort of economists and jurists—is only the
extension, no doubt excessive in historical terms, of an original fact,
which was that you could not think of political economy, that 1s to say,
the freedom of the market, without at the same time addressing the
problem of public law, namely that of limiting the power of public
authorities.

A number of precise and concrete things are proof of this moreover.
After all, the first economists were at the same time jurists and people
who addressed the problem of public law. Beccaria, for example, who
was a theorist of public law, basically in: the form of penal law, was also
an economist.”® You only have to-read—Fhe Wealth of Nations, and not
even his other works, to see that the problem of public law runs through
all-of Adam Smith’s work.” Bentham, 4 public law theorist, was at the
same time an economist and wrote books on political economy® In
addition to these facts, which show the original link between the prob-
lem of political economy and the problem of limiting the power of pub-
lic authorities, there is ample proof in the problems raised during the
nineteenth and twentieth centuties concerning economic legislation, the
separatio_n of government and administration, the constitution of

* Foucaulr adds: This coupling between political economy and public law, which now seems very
bizarre to us ... funfinished sentence
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	Meta did in response to these requirements to unbundle data unless you have user consents. The choice that Europeans had immediately after the DMA entered into force was either to keep using Facebook for free and give consent to targeted advertisements, or to pay a 9.99 US dollars a month for a subscription to a Meta or a Facebook version without bundling up data, without communication between personal data on the platform of Meta. So this is interesting, because by focusing on making sure that the gatekeep
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	Well, thank you, Nicolas, and it's great to be here. And to honor David Nelson, what I learned is that he understood Silicon Valley. And if you're going to be anti trust lawyer or an anti trust economist, you better understand dynamic competition. We have an enormous benefit here at Berkeley and privilege, because we're on the edge of Silicon Valley, sort of in it, but not in it. So we can actually don't get consumed by it, but we can look at it and be part of it. And Nicolas highlights that while law schoo
	Well, thank you, Nicolas, and it's great to be here. And to honor David Nelson, what I learned is that he understood Silicon Valley. And if you're going to be anti trust lawyer or an anti trust economist, you better understand dynamic competition. We have an enormous benefit here at Berkeley and privilege, because we're on the edge of Silicon Valley, sort of in it, but not in it. So we can actually don't get consumed by it, but we can look at it and be part of it. And Nicolas highlights that while law schoo
	business schools are sometimes different in the way they look at competition. And let me tell you that inside business schools, different groups, or at least between business and economics, there's different views about competition. Why is that? Because the world is so complicated we've got to simplify it. So what do we do? We create paradigms, which is great, so long as they're good and so long you don't get locked into them. But I've been part of a journey that began here at Berkeley, trying to break the 
	endogeneity. The world is complex and it's a system but Systems Thinking exist. In the engineering school over there, but it doesn't exist in the economics department over there or in the business school. And this was keenly aware to me, somehow or other, I had the good luck to read Kuhn's book, and that gave me the confidence to stand alone against the whole damn field for 30 years. I actually -- you will not find the term dynamic competition in the literature until 1992 when I put it in there, and the mai
	more empirical work demonstrate how to use this in cases where the rubber meets the road. So, let me sort of back up just a little bit to say that, yes, we don't have capabilities language, but the other thing that we have done, and once again, Berkeley has been center for all this, is introduce information, at least the study of information, into competition policy. And Hal Varian, of course, who was Google's chief economist, was also Dean here at Berkeley of the School of Information Sciences. And my coll
	and by looking at documents and data and talking to executives and actually believing them rather than, you know, most economists, they have their textbook view, and they'll listen selectively. When they hear something from somebody in industry that fits the textbooks, they'll latch on to it. The rest of it are just babbled to them because they have no framework with which to incorporate it. So if David Nelson was here, it'd be great to have a rich conversation with him, because I'm sure that he's the kind 

	Nicolas Petit 
	43:15 

	Okay, so I am going to talk a little more. It's always difficult to speak after David, because I want to address the next question, which is really, why didn't we update until now? So why didn't law schools, why didn't lawmakers? Why didn't law enforcement agencies didn't update their views based on the experience and evidence that's that's kicking in. The paradox is that David mentioned the anomalies. The anomalies reveal, when they accumulate, they reveal, as David very eloquently put it, flaws in the 
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	structure of knowledge that's underlying the application and and that's actually not my question. It's not David's question. It's a question that was raised recently by very famous economist, Jason Fairman. Was a Harvard macroeconomist, and he learned just like us that iRobot, a company doing very sophisticated vacuum cleaners, was going bankrupt couple of months ago, a year ago, two years ago, it had tried to sell to Amazon. Amazon wanted to buy iRobot, and the European Commission in Brussels decided that 

	Speaker 
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	So you have to say you're not a conspiracy theorist. That's true. 
	Nicolas Petit 
	45:59 

	Yeah, I'm not all right. So some facts. So in 2024, DG competition. DG comp is the European competition agency. DG comp publishes a paper which says that trends, economic trends, about rising economic concentration, rising markups in the economy, rising profits have moved in Europe in the same direction as in other regions of the world. So the US and Europe have almost experienced the same increase in market power. Firms are making more money. They are bigger. They're making more profits. And yet, at the sa
	This is the metric of success, and that creates a very profound moral hazard. So we have sometimes a legal community that has become dependent on these agencies. They have to give away some cases to make the system work. Their goal is not to fix the system, it's to maintain access to the system. So we found ourselves in a standard sociological problem, the emergence of a very strong and deep epistemological community, a world where the enforcers and the practitioners speak to each other and maintain the sys
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	economy these past 20 years, you're going to see a huge increase, not a crushing of the small business economy. So you see this in the works of people like Tim Wu, the FTC and Lina Khan. If you look for economic evidence in these works, you find zippo, nothing zero. You find anecdotal reference to pieces in the New York Times and other other press outlets, you find a highly funky version of economic history that forgets about decades of policy making, the term Arnold tenure at the anti trust agencies, and a

	1:01:04 
	Speaker 

	All right, well, we can take some questions if you have time. That's good, yes, press releases, conclusionary slide for a second. Yeah. The bottom the last item the robustness of the innovation system around a digital platform. So most of the criticism that you somewhat disparagingly made of the Tim Wu School of anti trust, which is feels to me, more like a political exercise than strictly an economic exercise. It's about the actions of the large platforms which no one can deny are dominating the economy, a
	All right, well, we can take some questions if you have time. That's good, yes, press releases, conclusionary slide for a second. Yeah. The bottom the last item the robustness of the innovation system around a digital platform. So most of the criticism that you somewhat disparagingly made of the Tim Wu School of anti trust, which is feels to me, more like a political exercise than strictly an economic exercise. It's about the actions of the large platforms which no one can deny are dominating the economy, a
	feel? Do you feel that the platforms themselves should be the focus, or you're saying that, basically, innovation around the platforms may be of greater value than restricting the platforms themselves. 

	David Teece 
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	Let's look at this last point here. I mean, first of all, I've not thrown away -- I'm not throwing away the consumer welfare criteria. Just said, make it long term. Because if you take the short term view, you pay no attention to innovation. So if you have the long term view, then at least you get innovation in but the proxy that I'm seeking is the lens that I think to evaluate this stuff without saying what the answer is, is, when you look at business conduct, such as what you put your finger on, what does
	Let's look at this last point here. I mean, first of all, I've not thrown away -- I'm not throwing away the consumer welfare criteria. Just said, make it long term. Because if you take the short term view, you pay no attention to innovation. So if you have the long term view, then at least you get innovation in but the proxy that I'm seeking is the lens that I think to evaluate this stuff without saying what the answer is, is, when you look at business conduct, such as what you put your finger on, what does
	right here in this Sherman Act conference, the headline of a reader's paper was, antitrust is America's industrial policy. Pretty pathetic one that it is indirectly. It does shape industrial outcomes. Problem is it's not focused on what matters for great power arrival rates. So this is, this is not child play stuff anymore. This is the future of democracy, just as Tim Wu sees it as being the platforms, as being the problem. I actually see it is anything we, if we, if we don't have the most robust innovation

	Audience 
	1:08:54 

	So how do we get people to come together? Just a short walk to the business school? That's too far. 
	David Teece 
	1:09:01 

	Well, look, we do have law and economics programs, but they're not intellectually linked. And they may be organizationally linked, but they need to be intellectually linked. And this is where we go. If we get dynamic competition, we can link it to technology policy and industrial policy. We do not have coherent policies in the United States, and if we have an innovation first approach that brings technology policy, industrial policy and competition policy together, instead of that, right now, they're fighti
	Audience 
	1:10:48 

	Thank you for the lecture. I really appreciate it. And thank you for mentioning focus theory. And I have a question it's like right now for not only the AGI itself, but also like the you know, the algorithmic collusion itself is invisible. Like, not only the market itself is dynamic, but the product, like the AGI itself is dynamic. So here is a problem that, how can we redefine the agreement when we use a traditional anti monopoly law to refine or to polish? Like, what do you mean by algorithmic collusion? 
	David Teece 
	1:11:22 

	I haven't thought about that one, but what you -- I think what you're saying is, when you have algorithms that are connected and communicating, does that constitute collusion? And you know, traditional contract law and competition policy view, is there an offer and there is an acceptance. And of course, some extent in these algorithms, it happens in real time, right? I don't know. I haven't -- I've been focused, actually, my early work was on collusion and cooperation. And the other thing that annoyed me ba
	I haven't thought about that one, but what you -- I think what you're saying is, when you have algorithms that are connected and communicating, does that constitute collusion? And you know, traditional contract law and competition policy view, is there an offer and there is an acceptance. And of course, some extent in these algorithms, it happens in real time, right? I don't know. I haven't -- I've been focused, actually, my early work was on collusion and cooperation. And the other thing that annoyed me ba
	innovation or help it? Does algorithmic collusion help innovation or hurt? If it hurts it, and I would say, we should block it if it helps it. Then yeah, so I frame the I don't think, you know, framing it in terms of, is it collusion or not? Is a wrong? It's only half the question. The real question is okay, whether it is or whether it isn't, what's the impact on innovation, beneficial or negative? 

	1:13:02 
	Speaker 

	And if you use the word collusion, you already sound bad, right? So then you have to say, what is it really? 
	Audience 
	1:13:07 

	I have a question on the same note, I work in the semiconductor industry. So business innovation, the pace of business innovation, is a lot faster than anti trust actions. So the most current example that I have question on this. For example, Nvidia. Nvidia, a few years ago, they tried to buy arm, but it was not approved by by the government, because of anti trust concern. But recently they they acquire. They didn't acquire, but they got license from their one of their competitor from inference, AI inferenc
	Audience 
	1:14:19 

	So my question is whether, what is the definition of antitrust in this cas? What is the definition of it? Is it? Is it considered antitrust action by bypassing the current rule? 
	David Teece 
	1:14:39 

	Well, of course, there's been lift out hires going on forever, often as trade secret issues, as much as there are antitrust issues involved in that. But when you tighten up on antitrust, on M and A activity, it's sort of a natural consequence. And. So I suppose, look, I come back to the same metric. You have to look at the bout for world, if those employees stayed where they were, is competition more robust than if they move across to or doesn't it make any difference? I mean, if it's a small group, it prob
	Audience 
	1:15:45 

	How do we find faults in their actions? If they're not colluding, they're doing everything within the rule. But let's say the enhances Nvidia's competition. 
	David Teece 
	1:15:57 

	But --uy I'm not sure I can answer your question directly, but I'll try and answer it indirectly, because people sort of bring up this question, how can the authorities, how can the agencies figure out these forward looking effects, and because sometimes executives and commentary and venture capitalists have trouble figuring it, well, actually the government has an advantage. The government can actually do civil investigations and get information from other parties in the ecosystem, which private parties ca
	But --uy I'm not sure I can answer your question directly, but I'll try and answer it indirectly, because people sort of bring up this question, how can the authorities, how can the agencies figure out these forward looking effects, and because sometimes executives and commentary and venture capitalists have trouble figuring it, well, actually the government has an advantage. The government can actually do civil investigations and get information from other parties in the ecosystem, which private parties ca
	did the great favor to me, because I didn't believe agencies could be this dumb. But remember the Giphy Facebook merger and the UK authorities blocked it because they said little Giphy could be a competitor at Microsoft. I can tell you, even down to the bottom quartile in my business school class, they're going to say this is ridiculous, but it made it through the competition authorities, and Nicolas brought the senior guy into the classroom, and he was bold enough to do it, and I got a chance to ask him. I

	Nicolas Petit 
	1:19:18 

	Yeah, I think so. I have a take on your question. So if your question is, if Nvidia create this transaction with Grok, and it's this sort of weird, M and A, it's like, we're going to take some people in, then license some technology, and it's not a merger, right? And is that a problem, right? And we have two there are, I think there are two sub questions, and there are two sub answers to your question. The first one is, is the law today -- can the law that we have claim jurisdiction over these transactions,
	Yeah, I think so. I have a take on your question. So if your question is, if Nvidia create this transaction with Grok, and it's this sort of weird, M and A, it's like, we're going to take some people in, then license some technology, and it's not a merger, right? And is that a problem, right? And we have two there are, I think there are two sub questions, and there are two sub answers to your question. The first one is, is the law today -- can the law that we have claim jurisdiction over these transactions,
	grip on that question, and there's grip in the capabilities literature to study these kinds of effects. I hope that answer your question. 
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	Greatest barrier to paradigm change is epistemological closure 
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	Dynamic competition paradigm has been slow to emerge, because for long too high level, w/ limited practical applications 
	• 
	• 
	• 
	1930s Schumpeter attacked “static economic analysis” as an intellectual foundation for a public anti-monopoly policy. 

	• 
	• 
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	Foundation of Dynamic Competition Initiative – UC Berkeley & EUI 

	• 
	• 
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	2025/26 Launch of the Journal of Dynamic Competition (World Scientific Publishing) edited by Petit & Teece 
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	Unconcentrated markets 
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	Robust innovation ecosystems 
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	New entry 
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	     --no comparable 
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	Active asset orchestration 
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	     --no comparable 
	     --no comparable 

	Constant repurposing of assets, repositioning 
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	Variety and experimentation in business methods and models 
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	Positive Ricardian, Schumpeterian, and Knightian profits 



	Implications 
	• 
	• 
	• 
	The best competition policy is to keep the innovation ecosystem vibrant. With internal and externally supported R&D and few artificial market entry barriers… so that new entry is likely… or at least favored. 

	• 
	• 
	A key focus of competition agencies ought be to make sure that assets/capabilities do not get monopolized. Thus M&A enforcement is important but care should be taken to allow acquisition of firms with complementary capabilities while thoroughly examining transactions with parties that have competitive capabilities. 

	• 
	• 
	It’s arguably better for competition that new entrants are unseen (and therefore uncertain) as paranoia is heightened and efforts to innovate amplified. 
	It’s arguably better for competition that new entrants are unseen (and therefore uncertain) as paranoia is heightened and efforts to innovate amplified. 
	• 
	• 
	• 
	If competition authorities lack comfort with respect to the existence of competitive threats, then an investigation into the capabilities of existing and potential competitors can help. 




	• 
	• 
	A merger that assists innovation will have very positive welfare implications, and vice versa; systemic innovation likely will always require M&A activity. 

	• 
	• 
	The robustness of the innovation ecosystem around a digital platform is a good proxy for long run consumer welfare. 
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