


















Main Points
Are US Industries too concentrated?
What caused the rise in HDD prices?
Other studies of concentration and innovation

Price competition with leap-frogging investments

Monopolist adopts new innovations at the socially efficient
rate
Duopolists generally adopt faster than the socially optimal
rate
This leads to inefficiency: 1) duplicative investments, and
2) too many (not properly timed) investments
Extreme result (Riordan and Salant): investment
pre-emption and full rent dissipation
Our calculations suggest inefficiencies are not huge:
efficiency levels of 95% or higher
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