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Tank you Or avngne.

Wit your ndulgnce, I” I Ibepp my remarks at ts tecnologconerence wt a litle
tecnoloml story. Seeiyou can ggss te tme period I’m about to dscuss rom ts
descrpton:

Amerta as been undergngometruly radcal cangs. Amazngiew tecnologs

are transorminde economy amdente very natire o work tsel n ways tat would ave






Tat quote comes ronen -Assstant Attorney General Joel Klen in 1998, addressnge
natonwde ang about te ecacy O anttrust enorcement agnst te tec gnts O te time:
AOL, Netscape, Mcrosot, Intel, HP, Del I, Compagand oters.

Now, n te ear ly part O our curentury, manypeop le are cagioeaskindes e
same kinds O very undamentalquestons about te relatonsp betweendr @vernment and
te economyand partculay & newest, mOst nnoOvatve aspects O tat econonpday’s
tecnologirms. Intevew O some, lax anttrust enorcement and, n partcullar, te leng
standing bpartsan po lical consenakdntirust law protects consumer we lages alled toO
protect us rom te myrad downsdes O ts brave new world. O geatest nterest to many o
tese commentators, and te subgpct O ts and Oter conerences, § te Ntersection between
anttrust enorcement and today”s AOL’s, Netscapes, andidsot&mazon, Apple,

Al pabet, and FaceboOk.

In my remarks today, | am @ndo dscuss several aspects O ts narratie, but beore |
gti nto te details, | want to place some clear Iimis on te p@iwsl ow Frst, te smple
acttat Republtansand DemoOcrats ave bot ageed tO dO sometngde same way Or
decades § noOt a suicent reason, n and o tsel, to keep dong te same way Orever more.
Indeed, ONe O te geatest strenty O te Amercan anttrust laws s tat tey  ave adjsted to
canes h te nature o teeconomy and economt learnmger tmen order tO reman
relevantAl 1 O tat means tat everyone sould approac tese new questons about te nature
O anttrust wt an open mnd. | we determne, att e end O te day, tat we are ettng
sometngndamental ly wrongre, ten we can and we sould cang our approac.

Recogiindese ssues, FTC Carman Smons launced te landmark set O earing

on compettion enorcement in t& 2énturycu rrently bengld by te FTC to develop te



substantve and analytcal ramework necessary to make an accurate assessment O te current
state O anttrust enorcement, and to consier wat cangs migbe necessary and possble® |
am @hdo ocust e remander O my remarks on te ssues under lynde earng te
progess O te earngto date, and some nial toug on wat we’ve been learnng We do
Nnot, as yet, ave any conclusions rom te earng tey are stil | h progess, we are &i
recevindand seeknsubmssions, and aead O us remans te ard work o synteszinde
tremendous amount © normaton we”ve receved. Buttsal ready clear tat we are learning
some aschatn@nd mportant thgtat are wort mentoning .
l. Why Hearings? The Fundamental Issues, and How to Think About Them.

Not everyew FTC Carman launces a compreensie assessment O te state O
compettion and consuimer protecton law. But Carman Smons saw a need to doO sO because O
te tremendouson@ingatonal and dobal debate about macroeconomt ssues, compettion
polty more broadly, and n partcullar, te rée O a set O tecno logcompanes wo appear to
ave aceved durable domnant status.

I ndtuseul to tnk about al I O tese ssues as rasngn essence, tree questons, and
N thnkngbout te FTC earingas el pndo answer toOse questions.

(1) Istere a problem; tat , § tere actual Iy some economt, socal, or legl problem
win te broad rang O concerns tat we ave te expertse and  mandate to address, and isO,
wat § te extent O te problem (or problems)?

(2) To te extent we denty problems, wat roled



(3) Can anttrust el p solve any O te dented problems, and isO, owby canes
around te margs, or largr canes?

Let me elabOrate On tese questions beore turnndo te earngtemse I ves.

Commentators ranpg-om academcs to te mass meda to po licans to enorcers ave
dented or sugsted many potental economc, socal, or legl problems tat ave at Ieast
some potental connado antirust po Icyese problems nclude al legd Nncreases N
ndustral concentraton at very dleve kse as natonwide 2-  dg t NAICs cods, Tke
“Retaill”, “Trade”, or “Healt Care and Assstanct’Oters point to ncreases n corporate
markups and proits, declnes or stagation n productity gowt, declines n staps; and
gowndequalty. ° In te tec arena, te spect concern as Ocused ON te pOssession, Or N
some cases clOse tO a decade now, O very strongnarkebpasy a andul O companes.

Tese nclude GooOde n searc and searc advertsngFacebook n socal meda, and Amazon
n e-retall; some also trow n Apple, Netlk, Mcrosot, or oters nto various permutatons o
ts goup.

Te commentators ave Nnot jist dented problems: tey ave Oten ponted accusatory
ngrs at antirust enorcement as beng cause O at  least some O tese problems. A recent op
ed n te New York Times warned tat:

Te ederal @vernment, under prestdents O bot partes, as largly srendered

to monopoly power ... Wasngon al lows most megmeregrs tO proceed eter

stragup or wi only g -leacang. Te @vernment as also done notng
to prevent temergnce O domnant new tecno log companes tat mmc te

4 Councll o Economt Adviers Issue Bre, Benets © Compettion and Indcators o Market Power, Apr. 2016, at
ttps://obamawteOuse.arcves.@v/stes/deaul t/ill es/pag/il es/20160414 cea_compettion_ssue_bre.pd

5> Paul Kruman, Robber Baron Recessions, N.Y. TIMES, Apr. 18, 2016, at A21,
ttps://www.nytmes.com/2016/04/18/o pnion/r obbdiar omecessions.tml




old AT&T monop@hyeekness as made possble te conso ldaton o one

Nndustry ater anoter®

In gneral, te argnent tat anttrust po Ity s at least n partto blame or te problems
I”ve descrbed above rests On te dea tat mergr po Icgs gneral 1y been too lax
Spectal ly, tat anttrust enorcers ave been reluctant to nvestgte or block acqustions o
startups or smal I rms by ncumbents te “nascent compettor” probland on wat | would
loosely descrbe asa more gneral suispcion o largirms and a bele tat ter conduct sould
be more strctly supervsed tan tat © smal I rms.

Fnal 1y, many partcpants n te dscussion O tese ssues ave sugsted tat anttrust
polcy could provie solutions to some O tese problems. Te proposed soluitions run a
tremendous gmut, rom ttgnngnergr po lty, to reversnde burden © proo n mergrs,
tO suc agessve cangs as probtngny acqustions - or even orgnc gowt by larg
rms, or smply engopdy awo lesale restructurng> ndustres.

Il. So What's Happening At The Hearings?

Wi tat backdrop, let me turn tcetFTC earing Speccal 1y, | want to dscuss ow
te earngave enged tese ssues, and provie a litle context Or te tecno logndustry n
partcullar.

We ave eld nhe earngto date. Several o tese were multi-day events, and most
nvo lved multple panels. Te earngave covered a wide rang o topcs, but | wil | goup te
topcs nto te tree questons | posed above.

Te rst question was weter tere are economc and legl problems n te status quo

tatare at leastwin te  oOuter reaces O anttrust po Icylat question was addressed in at

® Davil Leonardt, TheMonopolization of America, N.YLIMES, Nov. 25, 2018 at A23
ttps://www.nytmes.com/2018/11/25/opnion/monopailiee -us.tml .
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least tree earing te rst, on September 13, te second (On September 21), and te trd, on
November 1. Te second questori® wat extent anttrust po Ity may ave mssed te mark -
came up N at least sk earng to date. And tetrd- wat cangs could be made to anttrust -

was a subgct O dscussion n ve O te earngto date.

Well, wi al I tat actiity at te earngtemse Ives ROt to speak O te extensie
submssions we”ve been recevingon te ssues rased in te earng wat are we, SO tO speak,
“earng@”’

Let me agn caveat tat te sOrt answer s tat we are earng geat deal, but we do
not yet ave conclusons. So all o ts sould be vewed as somewat sort O prelmnary. But
wi tat sad, avihgpartcpated n a number o te earngand revewed transcrpts and
materals rom oters, | thk tere are a larg number O nterestngponts rom te dscussion
tat are vort notngpartaularly n te tecno logndustry.

Frrst, on te nial queston O weter and toO wat extent tere are problems in te
modern economy tat are at least soOmewat win te scope O anttrust’s purvew, te earing
ave provied qute a mk O normati on. Tere seems tO be consderable evidence tat, at very
largscales, concentration as ncreased n te U.S. and oter economes. Te dculty,
owever, s tatt § not clear tat tose ncreases are relevant to anttrust po Ity because tey
may relate to scale econgnmy an Ncreasndy 1 owst, natonabdr dobal economy n wt
rms occupy multp e gogapes.

Let me ge you asmple example. Ater ts conerence s over, | amunlkely to travel
to San De@ or Memps jist tO ave di nner tong Instead, te number O restaurants | could
realstcal 1y patronke ts evenng Iimted by gogapy. Bascal 1y, | am @ndoO need to eat

somewere around ere, and sO te restaurants tat can realstcal Iy compete or my bushess are






Because O ts measurement problem, many O te earngpartcpants were doubtul
tat broad, natonal measures O “concentraton” tel I us muc about te cévenmst O te
economylere was, Owever, more coONsensus tat ssues suc as rsngnarkups, prots, and
nequalty, and declnngoroductity and rates O stasps, could be ndcatve O broader ssues
N te economyeudo be clear, tere was extensie testmony to te contrary on al l o tese
Bsues.

In te tec space speccal ly, tere seems tO be a gneral sense tat wile many
tecno logmarkets are extremely dynamc, te durabilty © aew rms” largmarket sares s
concernng GotzgAl pabet n searc and searc advertsngAmazon n e-retail, and
Facebook n socal networkingave al I ad largsares or arly longoeriods o tme. Some
commentators ave contended tat te relevant tecno 1 ogmarkets are subgct to compettio
“or te market,” and to strongietwork eects tat rervdtem susceptble to “tppny - and
tat tey mgal ready ave tpped. Ater al I, wile GooOde aced YaoO!, and Facebhook
eclpsedMySpace, tose battles ened quie sOme tme ag, andts not cletat tere are new
cal lengrs on te neaterm orzon.

Even itrue, tougts leads to te second question: § any O ts due to some ailure
n anttrust? | recently attended an anttrust conerence n Europe tat ocused on te tecnoloy
ndustry, and I was struck by te act tat muc O te conversaton on tecno logcompanes
seemed tO skp past ts que stion. Commentators requently observed tat some O te tec
compangs were qute larg, and tat tey ad mantaned largsares or a proloned period o

tme, and ten moved stragto askingvat anttrust sould do about tat act. Tere was not
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wel I asto te economy and anttrust more broadly. Tere are ar tOoO many ponts emergpg-om
te earngto cover ere, but let me NOte a ew O nterest n te tecno loygspace.

Frrst, al@rims and Al ave grnered geat nterest n dscussions O anttrust and
tecnoloyg Some potental ssues tat ave been dscussed at te FTC earingand ellsewere
nclude wet er al@rims mpbe able to convergon olppo ly outcomes more eectvely
t an umans can smply by bengmprouly lomal, ratonal, and wekdrmed. Leavingste
weter ts s cOrrect- and | sould noOte tat testmony at te earngsuested tat, at least
or now, al@rims and Al are not actual 1y capable O edindstead at most seem toO be
predsposed to ceat on te olppo ly outcmmerat sould anttrust polcy do aboutt? It
would seem to be problematt to mpose legl rulestat orced rms to progam ter al @ rims
to be il loml, rratonal, or puoomby jst to avod te rik tat better -desped al @ rims
mpproduce stable prces.

Smilarly, n mergr po Ity some ave sugsted restrctngourcases O nascent
compettors by largirms. But te earngave iitgd practcal and oter ssues wt
suc an approac. For example, largirms n practcal ly evaryustry buy lots o small rms -
Ford, GHBM, Boengand many oOters are repeat acqurers. Butiwe are not partcularly
concerned about te vast swate © smal ksm acqustions, and ntend to ocus on onlly some
ndustres, ow do we dene tose Nndustres obgctvely and ratonal 1y? Moreover, iwe make

t more dcullt to buy start- ups, wil I we reduce te undng@vailable or start -
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Fnal ly, does anttrust provie an answer to watever problems may exst wi te
accumulation o data? SOme commentators at te earngougte answer lay n utllty -stylle
reglaton -requrngms to sare ter data troves. Oters tougtere was no problem n

tsareaatall, Or tattwas a muc more nuanced problem -
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