
push violent intervention in market exchange, in the name of busting sup-
posed trusts and monopolies, make their strongest case in the realm of
pure theory. On the blackboard, static curves can be manipulated to show
firms as exploitative, consumers as passive price takers, and profits as re-
sulting from every manner of conspiracy; government meanwhile has no
interest but the public good and the preservation of an orderly market.

But actual world experience teaches us that the conventional neoclassi-
cal model just does not comport with reality.1  Firms cannot dictate prices,
not even those suspected of being monopolists (I am old enough to re-
member IBM being hounded as a monopolist). Predatory pricing does not
work in the long term because companies cannot suffer losses forever, and
profits attract new entries. Attempts to create ironclad cartels fail due to
strong incentives for defection. So long as markets are free, consumers are
not exploited by companies, even those deemed monopolistic. This is the
conclusion of the empirical literature, and readers are invited to examine it
to see how erroneous Progressive Era theories of monopoly truly were, even
when these theories were at their height.2

 In the real world, versus the undisturbed Eden of equilibrium models,
antitrust enforcement is a dirty business. It consists of entrenched bureau-
crats using the legal arm of the state to placate the demands that rent-seek-
ing corporate lobbyists have against their more successful competitors. It is
because of policies like antitrust that Jennifer Roback Morse describes gov-
ernment policy as “an occasion of sin.” Its very existence tempts business-
men to resort to violence instead of persuasion and innovation to better
their competitors.

But Elzinga is unconvinced. And, in his response to me, he has demon-
strated that it is not necessary to draw graphs in order to perpetuate flawed
and static assumptions about market failures; this can be done in prose as
well. So, in his thought experiments, we are invited to toss out everything
we know about the way real markets work. He conjures up an image of
firms that “tire of competing against each other” and decide to divide up
the market geographically. He introduces us to sellers who, “unhappy with
prevailing prices,” just “agree” to set a floor. It is just that easy. We meet bid
poolers who successfully conspire to divide up the profits. The wise guys at
Goldman Sachs, if they so desired, could orchestrate “the merger of every
paper manufacturer in the United States” and then make out like bandits.

His examples show that Elzinga has more than a mere quibble with one
aspect of the way markets work. If he really believes business has this kind
of power, he should also have profound doubts about the merits of capital-
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Professor Elzinga argues for the moral and practical advantages of gov-
ernment intervention in free enterprise—in the form of trust-busting and
antimonopoly regulations—but, in doing so, stays in the realm of the
thought experiment and pure theory. Thus he dismisses my examples of
Toys ‘R’ Us and Microsoft, two of the most important antitrust trust enforce-
ment cases of our time, as “statistical outliers.”

But he need not have analyzed my examples of ill-conceived interven-
tions. For there is a century of case history on antitrust enforcement, but
Elzinga chooses to ignore it. He does not relate a single real-world example
that would cause a reader to say: “Now, that is an example of an economi-
cally beneficial and morally sound intervention. We need more of that!”
Nowhere does he cite a case in which antitrust enforcers, presently or his-
torically, were clearly working on the side of the angels.

This is disappointing. It robs the reader of the chance to pick apart the
details, just as so many economists have done for all the ill-conceived in-
terventions of the past. It turns out that, in case after case, dating back to
the passage of the Sherman Antitrust Act, we see four primary features of
antitrust action in the real world: 1) suits are brought or encouraged by
disgruntled competitors, 2) the targeted firm had economically rational
reasons to be engaged in supposedly objectionable pricing and merger prac-
tices, 3) consumers were benefitting from supposed monopoly practices,
usually by enjoying falling prices and increasing quality, and 4) the anti-
trust intervention forced new inefficiencies, squelched innovation, and made
property rights less secure.

Is avoiding real-world examples a wise tactic? Probably. Economists who
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tions not pursued, and the competitive strategies not undertaken because
of the legal uncertainty stirred up by antitrust overseers. We are witnessing
a practical illustration of this less visible problem in the attempt by the
Justice Department to manage the pace of product improvement in the
software industry.

Now to morality. “Antitrust laws which deter cartels are deterring the
bearing of false witness,” Elzinga writes.5  An intriguing argument, but one
that does not stand scrutiny. It assumes that somehow there is an unam-
biguous distinction between the “true” or the “right” price, known only to
regulators and economists, and the price being offered on the free market.
No such distinction exists (again, outside rarified neoclassical pricing mod-
els, in which prices can appear to be rigged simply by changing the slope of
a curve). If prices are generated by markets, consumers are justified in think-
ing of them as true; they can buy or abstain from buying based on their
own needs and resources. There is no standard outside of real market expe-
rience to say otherwise.

What is the right price of Mr. Potato Head? Of oil? Of luxury cars? Of
paper towels? Of professors? Only the interaction of supply and demand,
worked out by real people buying, selling, and producing with real prop-
erty, can tell us for sure. There is no independent crystal ball that reveals
true prices. No one has access to the vast array of information that would
be required to announce, apart from the market’s own verdict, “this is the
true price and the market is lying.”6

Elzinga’s critique of “output restriction” illustrates the point nicely. (This
practice occurs when firms withhold products from the market in order to
drive up the price and earn higher profits). But output restriction cannot be
inherently immoral unless there is some moral rule with which I am unfa-
miliar that requires owners of property to disgorge themselves of their hold-
ings at any price so long as consumers demand it of them. Economic
morality, in fact, suggests the opposite: owners of property have the right to
allocate resources in the most efficient (i.e., profitable) way over time con-
sistent with existing market scarcities.

As regards the bearing of false witness, how pleasant it would be to see
government held to account for its litany of violations of this
commandment.7 Commandments even more relevant to this debate would
be the seventh and tenth: “Thou shalt not steal” and “thou shalt not covet
your neighbor’s house.” The seventh is an outright condemnation of theft,
which the antitrust department of the Justice Department and the Federal
Trade Commission engage in each time they prevent the owners of prop-

ism itself, despite his claim that he would merely like to save the system
from itself (that is also what the New Dealers said).

Businessmen can indeed be greedy. They may indeed attempt to act in
the way Elzinga suggests they do. So let us take for granted that all busi-
nessmen “tire of competing,” that all producers would like to sell their
wares at a higher price (just as consumers would like everything at zero
price), and that all bidders would love to be part of a bid-pooling con-
spiracy. Finally, let us assume that every investment banking firm would
love to possess and hold onto a global resource monopoly.3

What prevents monopolies from prevailing in a market setting? Why, if
pricing conspiracies are so easy to achieve and industrial concentration al-
ways consistent with profitability, is not the whole economy one big cartel
or huge firm? How can we account for the fact that some firms are big, and
some small, yet in a market no single firm can gain sufficient power to set
its own prices, make huge profits, and hold the consuming public hos-
tage?4  The answer lies in the dynamics of market competition. Competi-
tion requires that firms win and keep the affections of consumers in order
to generate profits in the short and long term. Those who attempt to raise
their prices above the market rate, or merge in order to control a greater
market share, or divide geographically to carve up consumers, confront the
reality that a) they cannot control the buying decisions of consumers, and
b) there are always others out there who respond to perceived market
inefficiencies by entering the market to serve the consumer when others are
not doing so. In the market economy, competitive forces are built into the
very structure of the profit and loss system. They do not need strengthening
by government regulators, the most notorious cartel creators the world has
ever known.

In trying to isolate the oversight that has led Elzinga to attribute super-
human powers to mere makers and sellers of products, I can only come up
with this: he has not seriously considered that the free market itself im-
poses limits on the size of firms. Without going further into the theory of
the firm, let me simply recommend three articles that help clarify the issue:
“Economic Calculation and the Limits of Organization” by Peter G. Klein;
“Cartels as Efficient Productive Structures” by Pascal Salin; and “The Myth
of Natural Monopoly” by Thomas DiLorezno. All three appear in The Re-
view of Austrian Economics, vol. 9, no. 2.

The economic costs imposed by antitrust laws are vast. They consist not
only of the expenses involved in defending one’s companies against anti-
trust suits; we must also consider the mergers that are blocked, the innova-
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erty from organizing their business affairs in the most efficient manner
possible (as judged by the owners of property themselves). The tenth com-
mandment is a condemnation of envy, the sin of which businessmen who
ask the government to hobble their competitors are profoundly guilty. The
long history of antitrust policy is a prime example of institutionalized envy
and theft. It is not necessary to adopt a purist libertarian attitude towards
politics to say this is wrong; it only requires that we understand the differ-
ence between mine and thine.

Finally, Elzinga is right that patents are monopolistic. They are granted
by the government.
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