For the exam on Wednesday, I will assemble “two” questions from the following:

1.  From the posted exams  F01 - 1A, S02 - 1, F02 - 3.

2.  Kodak was the dominant seller of cameras, film and film processing in the United States until the 1980s.  They have been were sued for illegal monopolization by a number of competitors.

    The allegations included claims concerning Instamatic cameras and the marketing of the film and film processing.  Traditionally, Kodak would sell film only with processing included.  The purchasers would send the exposed film to a Kodak processing facility for developing.  In the early 60s Kodak developed the Instamatic 120 camera.  No compatible film cartridges or processing machines that could develop the film were available.  Hence all film and processing was sold by Kodak.  GAF eventually reversed engineered competing film.  Berkey Photo developed film processing machines.

    About the time these reached the market, Kodak came out with the improved 124 Instamatics.  This made the GAF and Berkey developments obsolete.  Eventually, however they again successfully duplicated, but low and behold, Kodak came out with the 126, once again rendering their efforts obsolete.  Facing bankruptcy, Berkey sued.

    a.  Discuss why Kodak would desire to control the film and the processing (they had patents on the cameras).  Suggest both competitive and non-competitive explanations.

    b.  What facts would you seek to support one versus the other explanation.

3.  In 1989 Petrolane Propane entered into a joint management agreement with Suburban Propane.  In SE Alaska, these two companies had market shares of from 70 to 100 percent depending on the community.  Suburban had a policy called the Owner Only Fill Rule.  This meant that propane users that desired to lease a tank from Suburban could have the tank filled only by Suburban.  This policy was adopted by Petrolane after 1989 since Petrolane was operated by Suburban.


The owner fill rule was challenged by the Alaska State attorney general as a "abusive monopoly" practice.  Provide an monopoly based explanation for the owner fill rule along with a "competitive" explanation.  What facts would you then seek to distinguish between the alternative explanations?

4.  In addition to the monopolization of operating systems claim, Microsoft has been accused of deliberately including secret "bugs" in its operating systems that make compatibility of applications by third party vendors very difficult.

    i.  Under what (if any) economic conditions would Microsoft have an incentive to raise the cost to third parties of writing DOS or Windows applications?  Again, if you can, suggest both efficiency and "market power" incentives.

    ii.  Discuss what additional information you would seek to test your explanation(s).

5. XYZ Corporation has a monopoly due to a patent on a specialized blade used for cutting industrial diamonds. XYZ requires purchasers of its blade to also purchase sharpening services, if any are desired, from XYZ.  In order to assess the efficiency of this "tie in", explain the relevance (if any) of

    a.  XYZ's share of the total industrial diamond cutting implement market.

    b.  the price of XYZ's sharpening services compared to competitors.

    c.  the "novelty" of XYZ's technology.

    d.  substitutes for industrial diamonds.

    e.  users ability to extend the life of the blades by sharpening.
