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Abstract
This paper relates competition studies and views on competition policy within Austrian
economics to the dynamic capabilities theory. The idea of interacting research programs
LQ HFRQRPLFV LV XVHG WR SURYLGH WKHIUDPH IRU UHÀHFWLQJ RQ SDUWLFXODU LVVXHV RI FRPSHtition, on the one hand, and (1) ignorance, (2) knowledge (including tacit knowledge),
(3) rationality, (4) equilibrium, (5) innovation, (6) entrepreneurship, and (7) monopoly,
on the other hand. Unlike the majority of previous studies, these issues are discussed here
mainly through the lens of new institutional economics. Williamson’s three-level scheme
is used to explain opportunities and constraints for mutually enriching exchange of concepts between different but close approaches in economic research. This paper shows that
WKHUHDUHLPSRUWDQWLQWHUFRQQHFWLRQVDQGFRPSOHPHQWDULWLHVGHVSLWHVLJQL¿FDQWGLIIHUHQFHV
LQREMHFWVRIVWXG\DQGZHDNPXWXDOÀRZVRILGHDVDQGFRQFHSWV
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWV
reserved.
-(/FODVVL¿FDWLRQ%%//2
.H\ZRUGV competition, antitrust policy, entrepreneurship, dynamic capabilities, Austrian economics,
new institutional economics, strategic management, sustainable competitive advantages.

1. Introduction
Unlike neoclassical economics (NCE), Austrian economics (AE) has elaborated a set of concepts that are quite akin to recent developments in strategic manageً 7KH SDSHU KDV EHQH¿WHG IURP GLVFXVVLRQV DW WKH WK &RQIHUHQFH RI WKH ,QWHUQDWLRQDO 1HWZRUN IRU
(FRQRPLF0HWKRGRORJ\6W3HWHUVEXUJ0D\DQG&RQIHUHQFH³'\QDPLF&DSDELOLWLHVDQGWKH6XVWDLQDEOH
&RPSHWLWLYHQHVVRI)LUPVDQG1DWLRQV´6W3HWHUVEXUJ2FWREHU
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PHQWWKHRULHVDQGHYROXWLRQDU\DSSURDFKHVWR¿UPSHUIRUPDQFH7RVRPHH[WHQW
$( LV HYHQ FORVHU WR WKHG\QDPLF FDSDELOLWLHV WKHRU\ '&7 ²DFRQWHPSRUDU\
FRQFHSWLQVWUDWHJLFPDQDJHPHQW²WKDQVRPHFRQFHSWVZLWKLQQHZLQVWLWXWLRQDO
economics (NIE) and even transaction cost economics (TCE). This is true deVSLWHVLJQL¿FDQWGLIIHUHQFHVLQWKHVSHFL¿FREMHFWRIVWXGLHVWKHPDUNHW $( DQG
WKH¿UP '&7 $VWKH\DUHIRFXVHGRQGLIIHUHQWGLPHQVLRQVRIHFRQRPLFDFWLYLW\
FRRUGLQDWLRQ WKHVFLHQWL¿F VFKRROV RIWHQ PHHW ³WUDQVODWLRQ GLI¿FXOWLHV´ WKDW EHcome barriers to interaction of research traditions both at the level of systemic approach (e.g., NCE, AE, NIE, TCE) and with regard to particular issues concerning
economic analysis. What are the sources of the misunderstanding? Is it possible
to mitigate at least a part of the problem? That is what we would like to discuss.
7KHLQWHUSOD\RILGHDVEHWZHHQ$(DQG'&7LVYHU\IUDJPHQWHGDQGQRWDVZHOO
sustained as between AE and NIE. Some concepts are used in both theories (e.g.,
WDFLWNQRZOHGJHLQQRYDWLRQV DQGVRPHÀRZVRILGHDVDUHQRWZHOODUWLFXODWHGVXFK
as the functions of an entrepreneur. Among the rare exceptions it is worth mentioning several works by Kirsten and Nikolai Foss devoted to these issues (Foss and
Foss, 1998, 2001, 2002, 2006). This fact would not be so important if it were not
IRURQHFLUFXPVWDQFH¿UPV¶G\QDPLFFDSDELOLWLHVDUHQRWLQYDULDQWWRSURFHVVHVLQ
the environment, namely to competition, restrictions of competition and competition policy. At the same time, these processes, as innumerous studies show, are
crucially important for both economic growth and economic development.
7KHPDLQSXUSRVHRIWKLVSDSHULVWRLGHQWLI\RSSRUWXQLWLHVWRLQWHQVLI\WKHÀRZ
of ideas between theories in order to better understand practical aspects of interactions between economic agents. This issue plays an important role in determining optimal competition policy design, in particular, and the potential engines of
economic development, in general. From this perspective, the paper addresses
WKHFODLPPDGHPRUHWKDQ\HDUVDJRE\2OLYHU:LOOLDPVRQ
³«ZKDWLVPLVVLQJLQEXVLQHVVVWUDWHJ\EXWLVGHVSHUDWHO\QHHGHGLVDFRUH
theory... the microanalytic, comparative institutional, economizing orientation
of transaction cost economics deals with many of the key issues with which
business strategy is or should be concerned... The economizing approach to
VWUDWHJ\ VKRXOG ERWK FRQWULEXWH WR DQG EH WKHEHQH¿FLDU\ RI WKHVH GHYHORSPHQWV LQWKHQHZVFLHQFHRIRUJDQL]DWLRQ ´
(Williamson, 1996, p. 321)
At the same time, as it will be demonstrated, AE concepts (especially related to competition issues) are very close in spirit to the analysis of dynamic
capabilities and the search for sustainable competition advantages (SCA) of
WKH¿UP²DOWKRXJK WKHUH LV FRQVLGHUDEOH FULWLFLVP RI$( FRPLQJ IURP 1,(
This paper continues the line of work by Foss and Foss in interpreting the concept of competition within the AE, the interrelation between competition and
ignorance, knowledge (above all, tacit), equilibrium, entrepreneurship, innovations and monopoly. Special attention will be devoted to the understanding of
antitrust policy in Austrian economics in the context of antitrust law evolution
and the accumulation of experience in applying its provisions.
%HIRUHSURFHHGLQJLWLVQHFHVVDU\WRGHVFULEHWKHDVVXPSWLRQVOLPLWDWLRQVDQG
general framework of this study.
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1. Point of view,QWKLVDUWLFOHZHGRQRWFRPSDUHZKHWKHULQGHSWKRUEULHÀ\
AE and other research traditions,1 neither do we perform a detailed analysis of
internal discussions within AE on the issues mentioned above. In this paper, AE
will be examined from the point of view of opponents rather than proponents.
7R DQDO\]H $( IURP WKHRXWVLGH ZH VKDOO UHO\ SULPDULO\ RQ 1,( VSHFL¿FDOO\
on the research tradition originating from Williamson’s works (which might be
LGHQWL¿HGDVWUDQVDFWLRQFRVWHFRQRPLFV7&(  :LOOLDPVRQ
0pQDUG $WWKHVDPHWLPHWKHLPSOLFDWLRQVRI'&7SUHVHQWHGLQVHYHUDO
recent studies will be covered2²GHVSLWHWKHIDFWWKDW$(GRHVQRWGHYHORSDV\VWHPDWL]HG WKHRU\ RI WKH³¿UP´3 XQOLNH H[SODQDWLRQ RI WKH³PDUNHW´  ZKLFK LV
WKHREMHFWRIVSHFLDODWWHQWLRQIRU'&7
2. Why was NIE rather than NCE chosen as a benchmark? There are at least
three reasons. First, the opposition to NCE in AE has been pivotal to the positionLQJRI$(RQWKH³PDUNHWRIHFRQRPLFFRQFHSWV´IRUWKHODVWVHYHUDOGHFDGHV)RU
this reason, AE has been compared to NCE many times and from a wide range
RISHUVSHFWLYHV6HFRQG1,(SOD\VDUROHVLPLODUWR$(DVDVFKRROWKDW¿OOVLQ
the gaps and corrects some failures of the approach adopted within NCE. Third,
1,(LVDQLPSRUWDQWVRXUFHRILGHDVIRU'&7DQGOLNHO\VHUYHVWRFRQGXFWVRPH
$(LGHDVWR'&7GXHWRWKHHODERUDWHGHOHPHQWVRIWKHFRQFHSWXDOFRUHRI1,(
3. Framework. The survey of AE concepts related to competition issues
DQG OLQNHG ZLWK GLIIHUHQW DVSHFWV RI '&74 is organized within the context of
:LOOLDPVRQ¶V WKUHHOHYHO VFKHPH NQRZQ DV ³LQGLYLGXDO±LQVWLWXWLRQDO DUUDQJHPHQWV±LQVWLWXWLRQDOHQYLURQPHQW´ :LOOLDPVRQS 
7KLVDUWLFOHLVVWUXFWXUHGDVIROORZV7KH¿UVWVHFWLRQLVGHYRWHGWRWKHZRUNLQJ
GH¿QLWLRQ RI FRPSHWLWLRQ ZLWKLQ WKHFRQWH[W RI$( FRPSDUHG WR RWKHU UHVHDUFK
SURJUDPV DQG '&77KHQH[W WKUHH VHFWLRQV FRUUHVSRQG WR:LOOLDPVRQ¶V WKUHH
level scheme: the third section covers different aspects of individual choiceLQ
the fourth section, we discuss economic exchange through different institutional arrangements²SULPDULO\ PDUNHWV DQG ¿UPV WKH¿IWK section is devoted to
the institutional environmentDQGLWVLQÀXHQFHRQLQVWLWXWLRQDODUUDQJHPHQWVFRUresponding to different options (mechanisms) of actors’ adaptation to changing
circumstances. The sixth section presents a discussion of competition and competition policy problems within the context of the theory of industrial organizaWLRQ ,2 DVWKHLPPHGLDWHWKHRUHWLFDOEDVLVIRUDQWLWUXVWSROLF\ZLWKVRPHTXHVWLRQVDGGUHVVHGWR'&77KHFRQFOXVLRQVIROORZ
2. Issues of competition study in AE: Context
$(LVDKHWHURGR[¿HOGRIUHVHDUFKWKDWIRFXVHVRQFRPSHWLWLRQDQGLWVUROHLQ
economic development. At the same time, this particular research program (in
1

)RUJHQHUDOUHYLHZVHHIRUH[DPSOH&DOGZHOODQG%RHKP  9DXJKQ  
See also the special issue of Industrial and Corporate Change9RO1R
3
6RPH WKHRULVWV XQGHUWDNH DWWHPSWV WR UHFRQVWUXFW ZKDW WKH³$XVWULDQ WKHRU\ RI WKH¿UP´ FRXOG ORRN OLNH
VHHIRUH[DPSOH/DQJORLV ZLWKRXWSUHVHQWDWLRQRIWKHSURJUDPRIWKHVWXG\LQDV\VWHPLFZD\
7KH\DUJXHWKDWLQVRPHSDSHUVLQWKH$XVWULDQWUDGLWLRQLWLVSRVVLEOHWR¿QGLGHDVWKDWFRXOGIRUPWKHFRUHRI
WKH³$(WKHRU\RID¿UP´LQFOXGLQJDGLVFXVVLRQRIWKHUROHRIHQWUHSUHQHXULDODFWLYLW\GHYHORSPHQWRIH[SHUWLVHDQGLQWURGXFWLRQRILQQRYDWLRQLQ¿UPJURZWK 3HQURVH6DXWHW 
4
:HDUHVSHDNLQJDERXWWKH'\QDPLF&DSDELOLWLHV7KHRU\DIWHU%ULDQ/RDVE\ZKRLQIDFWLQVLVWVRQWKHSUH
VHQFHRIRUJDQL]DWLRQFUHDWLQJQRYHOW\DVWKHVXEMHFWPDWWHURIWKDWWKHRU\ /RDVE\S 
2
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WKH/DNDWRVLDQVHQVHVHH/DNDWRV FRQVLVWHQWO\DQGVWULFWO\FULWLFL]HVDQWLWUXVWSROLF\LQLWVHQWLUHW\ $UPHQWDQR%RXGUHDX[DQG'L/RUHQ]R
'L/RUHQ]R 5 unlike other theories that consider antitrust policy to be a set
RIWRROVWRSURWHFWFRPSHWLWLRQ²HYHQWKRVHWKHRULHVWKDWPLJKWEHTXDOL¿HGDVDOlies of AE from the normative point of view (Chicago tradition). Another reason
for turning to AE is the dissatisfaction of some economists with NCE as the baVLV IRU DGGUHVVLQJ VSHFL¿F HFRQRPLF SUREOHPV LQFOXGLQJ WKHGHYHORSPHQW DQG
HQIRUFHPHQWRIDQWLWUXVWODZ7KLVGLVVDWLVIDFWLRQUHPDLQVGHVSLWHWKHVLJQL¿FDQW
PRGL¿FDWLRQRI1&(DVDUHVXOWRI³QHRFODVVLFDOHQYHORSLQJ´ $YWRQRPRY 
An additional reason to turn to the issues of competition and competition poliF\IURPWKHSHUVSHFWLYHRI/DNDWRVLDQUHVHDUFKSURJUDPVLQHFRQRPLFVLVWKHRQJRLQJ GHEDWH RQ WKHJURXQGV DQG FRQVHTXHQFHV RI FRPSHWLWLRQ SROLF\ %DNHU
 &UDQGDOO DQG:LQVWRQ   ZKLFK SOD\V DQ LPSRUWDQW UROH LQ GH¿QLQJ
WKHFRPSHWLWLYHQHVVRI¿UPVWRLQFOXGHZD\VWRVXUYLYHDQGGHYHORSXQGHUWZR
types of challenges posed by (1) competitors and (2) regulatory authorities (in
WKLVFDVH²DQWLWUXVWDJHQFLHV 
Finally, AE elaborates and develops concepts that are very akin to recent deYHORSPHQWVLQVWUDWHJLFPDQDJHPHQWWKHRU\²LVVXHVRIVXVWDLQDEOHFRPSHWLWLYH
DGYDQWDJHV 6&$ RIWKH¿UPSDUWLFXODUO\WKRVHUHODWHGWRG\QDPLFFDSDELOLWLHV
.DWNDORS3LWHOLVDQG7HHFH.DWNDORHWDO $VZLOOEH
shown, AE complements the framework for dynamic capabilities drawn by other
UHVHDUFKHUVDVFRPSRVHGRI7&(WKHEHKDYLRUDOWKHRU\RIWKH¿UPDQGHYROXWLRQDU\HFRQRPLFV 'XQQLQJDQG/XQGDQS 1HYHUWKHOHVVRSSRUWXQLWLHV
for mutual enrichment of the theories evidently remain underexploited.
The Austrian concept of competition and its application in economic policy
relies both on notions commonly accepted in economic theory, such as market,
HTXLOLEULXP SUR¿W DQG VHDUFK IRU LQIRUPDWLRQ DQG RQ FRQFHSWV PRUH VSHFL¿F
IRU$(GLVFRYHU\LJQRUDQFHHQWUHSUHQHXUDQGNQRZOHGJH+RZHYHUWKHGLVWLQJXLVKLQJIHDWXUHRI$(LVQRWRQO\WKHXVHRIVSHFL¿FWRROVEXWDOVRWKHVSHFL¿F
understanding of the concepts that are broadly used within the framework of
RWKHUUHVHDUFKWUDGLWLRQV7KLVDSSOLHVERWKWR1&(DQG1,(/HWXVUHFDOOZLGHO\
NQRZQ H[DPSOHV ³(TXLOLEULXP´ LQ WKHQHRFODVVLFDO YLVLRQ LV DVLWXDWLRQ ZKHUH
the parties to a transaction have no incentives to reconsider the choice made,
whereas for representatives of the Austrian tradition, the main characteristic of
equilibrium is taking full account of alternatives of using the available resources.
2SSRUWXQLW\FRVWVLQWKH$XVWULDQVHQVHDUHVXEMHFWLYHE\GH¿QLWLRQDQGWKHUHIRUH
GLI¿FXOW WR FRPSDUH LQWHUSHUVRQDOO\ ZKLOH XQGHU WKHQHRFODVVLFDO DSSURDFK RSSRUWXQLW\ FRVWV DUH REMHFWL¿HG DW WKHOHYHO RI LQGLYLGXDO FKRLFH )URP WKLV SHUVSHFWLYHZHKDYHRQHPRUHDUJXPHQWWRORRNDW$(DVDVRXUFHIRU'&7ZKLFK
DFWXDOO\IDLOHGWR¿QG1&(DVFRXQWHUSDUW\IRULQWHOOHFWXDOH[FKDQJH$QRWKHUH[DPSOHLVWKDWDFFRUGLQJWR1&(WKH³HQWUHSUHQHXU´LVSUDFWLFDOO\QRGLIIHUHQWIURP
WKH³PDQDJHU´RUWKH³RZQHU´RIUHVRXUFHVZKLOHLQ$(LWLVWKHFHQWUDODFWRURI
WKHHFRQRPLFV\VWHPZLWKFRPSOLFDWHGUHODWLRQVWRIXQFWLRQVRIWKH³RZQHU´DQG
WKH³PDQDJHU´FUHDWLQJGLVFUHSDQFLHVHYHQZLWKLQ$(
Within the context of AE, competition (competitive order) is a process of discovery of new opportunities to use known resources, which results from the en5

See also http://www.cato.org/pubs/regulation/regv13n3/reg13n3-dilorenzo.html.
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WUHSUHQHXUV¶ WDNLQJ DGYDQWDJH RI WKHLU DOHUWQHVV HGJH7KLV GH¿QLWLRQ FRPELQHV
WZRFORVHO\LQWHUUHODWHGFRQFHSWVUHÀHFWLQJWKHYLHZVRIWKHIRXQGHUVRIFRQWHPSRUDU\$()ULHGULFKYRQ+D\HNDQG/XGZLJYRQ0LVHV²FRPSHWLWLRQDQGHQWUHSUHQHXUVKLS 0LVHV+D\HN.LU]QHU ²GHYHORSHGIXUWKHUE\
,VUDHO.LU]QHU'RPLQLFN$UPHQWDQR3HWHU%RHWWNH/XGZLJ/DFKPDQQ5LFKDUG
/DQJORLV*HUDOG2¶'ULVFROO0XUUH\5RWKEDUG-RVHSK6DOHUQRDQGRWKHUV
Proponents of AE see their main advantage over NCE in treating competition
as a process rather than a condition or a result, both of which are static. The apSURDFKWRGH¿QLQJFRPSHWLWLRQDVDSURFHVVHQYLVLRQVWKHQHHGIRUWKHVWULFWVHSDUDWLRQRIFRPSHWLWLRQUHVXOWVIURPLWVFRQGLWLRQV1&(GH¿QHVFRQGLWLRQVRIFRPpetition as market characteristics (in terms of the number of sellers, entry and exit
barriers, product differentiation, distribution of information, market concentration
indicators), and results of competition as equilibrium prices and quantities sold.
At the same time, as the neoclassical approach does not qualify modeled individual choice as a process, the distinction between conditions and results in research,
based on the assumption of full rationality, is also relative. This is why AE quite
reasonably considers competition in its neoclassical interpretation through equilibrium exclusively as a certain state of affairs (Amendola et al., 2003).
%HLQJQHFHVVDU\DQGXVHIXOWKHZRUNLQJVLQJXODUGH¿QLWLRQRIFRPSHWLWLRQLV
DVVXFKWRWDOO\LQVXI¿FLHQWIRUSUHVHQWLQJWKHFRQFHSWRIFRPSHWLWLRQLQ$(IURP
WKHSHUVSHFWLYHQRWRQO\RI1,(EXWDOVRRI'&7&RQFOXGLQJWKLVVHFWLRQOHWXV
PHQWLRQWKDWWKHVLQJXODUGH¿QLWLRQRIFRPSHWLWLRQZLWKLQWKHIUDPHZRUNRI$(
implicitly contains some aspects determining the program of further presentation: the way this process is connected to knowledge and ignorance, rationality
of choice and tacit knowledge, equilibrium (lack of equilibrium) and monopoly,
WKHIXQFWLRQRIDQHQWUHSUHQHXUDQGWKHUHVXOWRILWVIXO¿OOPHQW
3. Competition in the context of individual choice
3.1. Competition, ignorance, and knowledge
7KHIXQGDPHQWDOUROHRINQRZOHGJHLQ$(H[SODLQVWKHVLJQL¿FDQFHDWWULEXWHG
WRWKHXVHRINQRZOHGJHLQVRFLHW\E\+D\HN  $FFRUGLQJWR
+D\HNWKHLPSRUWDQFHRINQRZOHGJHVWHPVIURPWKHIDFWWKDWLWVDFFXPXODWLRQ
in the process of receiving information and its subsequent use enables actors
WR DGDSW WR FRQVWDQWO\ FKDQJLQJ FLUFXPVWDQFHV DQG WR ¿QG RSSRUWXQLWLHV WR XVH
scarce resources, both of which constitute important characteristics of the market
SURFHVV7KHPRUH HI¿FLHQWO\ YDOXDEOH NQRZOHGJH LV XVHG WKHEHWWHU HFRQRPLF
entities’ private plans and actions can be coordinated, and the better results of
economic performance and development can be achieved.
$FFRUGLQJ WR +D\HN NQRZOHGJH LV LQFRPSOHWH IRU HYHU\ HFRQRPLF HQWLW\
The statement complies with the provision concerning the ignorance of actors and
partially the thesis of bounded rationality within the context of NIE. The downside of the problem of using knowledge in society is the high methodological
status of the concept of ignorance within the AE.
Ignorance means a decision-maker lacks knowledge of circumstances and opportunities that matter from the point of view of attaining his goals, even if that
person tries to make rational (reasonable) decisions. A process of movement from
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ignorance to knowledge about new opportunities that enable the creation of new
value is an important element of competition.
&RQYHUVHO\ WKLV SURFHVV LV DQHFHVVDU\ FRQGLWLRQ WR SURYLGH ¿UPV¶ FRPSHWLWLYHQHVV +RZHYHU XQOLNH WKH³LJQRUDQFH±NQRZOHGJH´ LVVXH IURP WKHLQGLYLGXDO
FKRLFH SHUVSHFWLYH '&7 LQ IDFW DGGUHVVHV WKHLVVXH RI FROOHFWLYH DFWLRQV ZLWKLQ
D¿UPZLWKPXOWLOHYHOURXWLQHV7KLVPHDQVWKH³LJQRUDQFH±NQRZOHGJH´LQGLYLGXDOFKRLFHLVDEXLOGLQJEORFNIRUXQGHUVWDQGLQJFROOHFWLYHDFWLRQVRQWKH¿UPOHYHO
Changing the borderline between knowledge and ignorance for actors is an esVHQWLDOIHDWXUHRIFRPSHWLWLRQ7KHDFNQRZOHGJHPHQWRIWKHVLJQL¿FDQFHRIVXFK
a borderline within the context of individual behavior is a characteristic of AE,
but without an accent on collective actions based on mechanisms of coordination
WKDWDUHDOWHUQDWLYHWRWKHPHFKDQLVPVRISULFHV²DQLGHDZKLFKLVFOHDUO\ERUrowed from TCE.
The distinction between knowledge and lack of knowledge is also present in
the economics of information based on maintaining the optimization logic of inGLYLGXDOFKRLFH+RZHYHUXQOLNH$(LQHFRQRPLFVRILQIRUPDWLRQWKHUHVRXUFHV
used to receive knowledge have an opportunity cost (Stigler, 1961). The process
of obtaining information is similar to other types of production processes and
never involves unexpectedness (surprises).
Thus, discovery as the conceptual core of the competitive process for AE is
something between the results of systematic search, when an economic entity
obtains the ex ante ODFNLQJLQIRUPDWLRQDQGZLQGIDOOSUR¿WWKDWGLGQRWUHTXLUH
a display of features characteristic for an entrepreneur (Kirzner, 1997, p. 72).
The obtaining and use of information on new opportunities through organizational
performance is a process that has a similar nature to the one described by Kirzner
with one important detail: this information is a result of coordinated efforts of
individuals within a mechanism of governance alternative to the market (in this
case — hierarchy), which also might be interpreted in terms of dynamic capabilities or meta-routines =ROOR DQG:LQWHU   '\QDPLF FDSDELOLWLHV IROORZLQJ
/RDVE\  SS ±  FRQWDLQ WZR VHWV RI FKDUDFWHULVWLFV   JHQHULF
WKHSRWHQWLDOWRGHOLYHUFRQVLVWHQWSHUIRUPDQFHZLWKLQDVSHFL¿HG¿HOGE\UHSHDWHGDSSOLFDWLRQRIHVWDEOLVKHGSDWWHUQVRIEHKDYLRUDQG  VSHFL¿FDOO\G\QDPLF
capabilities that allow performance to be changed either in response to changed
circumstances or to the exploitation of new ideas. According to Winter (Winter,
2003), dynamic capabilities are the second (higher) order capabilities that preVXSSRVH WKHDELOLW\ RI WKH¿UP WR UHDOL]H 6FKXPSHWHULDQ LQQRYDWLRQV $VSHFLDO
feature of dynamic capabilities is the combination of frequent organizational acWLRQV URXWLQHVRU³EHVWSUDFWLFHV´XQOLNHDGKRFLPSURYLVDWLRQVVHH'XQQLQJDQG
/XQGDQSS± DQGWKHXQLTXHQHVVRIFKDQJHGFRQGLWLRQV
A similar problem arises in connection with modeling based on the assumption of information asymmetry, which is crucial for the principal-agent literature.
The principal may be unaware of the characteristics of a particular agent that are
important for the former, but at the same time, according to basic agency models, there is information concerning the characteristics of the distribution of different types of agents on a certain market. A proponent of AE would agree that
the principal is unaware of the intrinsic characteristics of a particular agent and
RIJRRGVDQGVHUYLFHVSURYLGHGE\WKLVDJHQW+RZHYHUKHVKHZRXOGDGGWKDW
the principal does not have knowledge about the distribution of agents between
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their different types either, or even about the very set of possible types of agents
(at least ex ante). This is especially important for the case of multiple valuable
characteristics of agents and of goods and services to be provided by them that
remain hidden from the principal.
With respect to product markets, ignorance actually means the existence of opSRUWXQLWLHVWRJDLQHFRQRPLFSUR¿WWKDWUHPDLQWHPSRUDULO\XQQRWLFHGE\SDUWLFLpants in economic exchanges.6 A lack of ignorance is equivalent to a lack of opportunities not only for discovery but also for ranking alternatives by a decision-maker.
This is why in a situation of full awareness by participants in economic exchanges,
competition as a process becomes impossible. Moreover, it is the same reason why
the subject matter (i.e., dynamic capabilities as sources of SCA) evaporates.
The concept of ignorance of the present but hidden (unperceivable but detectable as a result of the entrepreneur’s actions, or exploitation of dynamic capabiliWLHVLQ'&7DVDQH[SHFWHGEXWXQVSHFL¿HGex ante result) opportunities is supplemented in the Austrian tradition with ignorance in time. It is a lack of knowledge
about the consequences of the actions of the decision-maker within the context of
simultaneous activities of many other people atomistically adapting to changing
circumstances. From this perspective, ignorance is closely connected with unpredictable and unexpected results of competition.
It is important to emphasize that unpredictability of the future may be quite
H[SHFWHGDQGDSSDUHQWWRWKHDFWRUV+RZHYHUWKHQHRFODVVLFDOPRGHORIVHDUFK
IRULQIRUPDWLRQGRHVQRWDWDOO¿WLQWRWKHORJLFRI$(RU'&7EHFDXVHLQWKH1&(
an agent compares the costs of search and acquisition of information, on the one
KDQGDQGWKHDQWLFLSDWHGEHQH¿WIURPWKHXVHRIWKLVLQIRUPDWLRQRQWKHRWKHU
KDQG+RZHYHUWKHVHFRQVLGHUDWLRQVKDUGO\FRYHUDOORIWKHUHOHYDQWLVVXHV
,WPD\VHHPWKDWWKHIRUPXODWLRQRIWKHSUREOHPRILJQRUDQFHRIWKH³$XVWULDQ
LQGLYLGXDO´KDVEHHQZHOOGHVFULEHGLQWHUPVRIXQFHUWDLQW\LQWKHPRGHOVRILQGLYLGXDO FKRLFH ZKLFK DUH DPRQJ WKHPRVW ZHOO GHYHORSHG LQ 1&( +RZHYHU
WKLV LV RQO\ WKH ¿UVW LPSUHVVLRQ 7KHDVVXPSWLRQV XVHG LQ WKHVH PRGHOV DUH
criticized (including behavioral economics research by Kahnemann, Tversky,
'HOOD9LJQDDQGRWKHUVVHH3HVHQGRUIHU /HWLJQRUDQFHFRUUHVSRQGWRXQcertainty according to Knight (1921), rather than hazard with a known objective
probability of the onset of different versions of future events. In reality, however,
LJQRUDQFHGRHVQRWERLOGRZQWRXQFHUWDLQW\WKLVLVWUXHQRWRQO\LQWKHWUDGLWLRQDO
neoclassical sense of the word, but even in terms of parametric uncertainty, which
Knight presented as the true uncertainty whereby the set of elementary events is
FRPSOHWHEXWLGHQWL¿DEOHSUREDELOLWLHVDUHRQO\VXEMHFWLYH
8QFHUWDLQW\LQ$ȿPHDQVWKDWHOHPHQWDU\HYHQWVDUHXQVSHFL¿HGex ante and it
is therefore impossible to estimate the value of investments in obtaining reliable
information. This is a characteristic of structural uncertainty /DQJORLV 
within the frames of which a decision-maker can see and, hence, specify only
SDUWRIWKHSUREDEOHRXWFRPHVWKHUHVWRIWKHPIDOOLQWRWKHFDWHJRU\RIVWUDWHJLF
VXUSULVHV 7KHRSSRUWXQLW\ WR UHDFW SURDFWLYHO\ RQ XQVSHFL¿HG ex ante changes
LQFLUFXPVWDQFHVLVDPRQJWKHNH\EXLOGLQJEORFNVRI'&7DVDQH[SODQDWLRQRI
SCA in a permanently changing environment with various types of shocks.
6
7KH\PLJKWVXVSHFWWKDWWKHUHDUHVRPHRSSRUWXQLWLHVEXWEHFDXVHRIWKHODFNRIVSHFL¿FDWLRQWKHVHRSSRUtunities remain unexploited.
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An actor may acknowledge that events he/she is unaware of may take place in
WKHIXWXUH0RUHRYHUWKHVHHYHQWVPLJKWKDYHDVLJQL¿FDQWLPSDFWRQRSSRUWXQLties to attain his/her goals. This is why the characteristics of individual behavLRU²LQDGGLWLRQWRUDWLRQDOLW\DQGLJQRUDQFH²DOVRLQFOXGHOHDUQLQJDQG¿QDOO\
adjustment (by incorporating recent experience in initial plans).
To draw a line: according to AE, competition is a process of moving the borderOLQHEHWZHHQLJQRUDQFHDQGNQRZOHGJHEXWQHLWKHUWKHFRVWVQRUWKHEHQH¿WVQRU
the very moment of acquiring knowledge, can be evaluated ex ante and hence cannot be an object of rational choice (in the sense this concept is interpreted by NCE).
The ex post study of behavior and exchange results only creates the veil of cerWDLQW\ZKLFKPLJKWFUHDWHVLJQL¿FDQWULVNVRIHUURUVLQGHFLVLRQPDNLQJLIDSSOLHG
to the normative area. Regarding antitrust policy, it is related to risks of type
I errors: accusation and prosecution of an innocent actor by imputing to him an
awareness of processes that ex ante were (ineradicably) unexpected. Regarding
strategic management issues it might provide false ground for an ad hoc reaction to a particular event without a broader context of the issue: development of
SURDFWLYHDGDSWLQJ¿UPV¶FDSDELOLWLHV'&7FRQWDLQVWKHLPSRUWDQWLGHDWKDW6&$
LVDFRQVHTXHQFHRIV\VWHPLFDQG¿UPVSHFL¿FG\QDPLFFDSDELOLWLHVWKDWDUHQRW
ready to be substituted for perfect forecasts (as it is implicitly supposed).
3.2. Competition and rationality
Rationality is a fundamental concept in economics. It establishes correspondence
between an actor’s goals and the means of their attainment (Robbins, 1935, p. 16).
'HVSLWHWKHVLPSOLFLW\RIWKHGH¿QLWLRQWKHXVHRIWKLVFRQFHSWLVUHODWHGWRDQXPEHURIPHWKRGRORJLFDOSUREOHPV,WLVVXI¿FLHQWWRQRWHWKHYDULHW\RIIRUPVRIUDWLRQDOLW\LQFOXGLQJLWVFODVVL¿FDWLRQLQWRIXQFWLRQDODQGLQVWUXPHQWDOIXOOYDULDEOHDQG
ERXQGHGSURFHGXUDODQGVXEVWDQWLYHUDWLRQDOLW\ ȺYWRQRPRY6LPRQ 
The traditional concept of rationality of choice within the frames of NCE is
based on the optimization technique applied in economics where subjective criteria of rational choice are not essential. From this viewpoint, rationality is instrumental. Competition might be considered as a set of conditions and as a result
in conjunction with instrumental rationality. Thus, instrumentality of rationality
makes redundant the attempts to disclose the nature of competition as a process,
if it does not rule them out completely.
According to AE, human rationality cannot be regarded in terms of optimization because inseparable elements of the optimization task are formed in the process of the market’s functioning. To understand the nature of competition within
WKHFRQWH[WRIWKH$XVWULDQDSSURDFKLWLVLQVXI¿FLHQWWRFKDQJHWKHDVVXPSWLRQRI
IXOOUDWLRQDOLW\IRUWKHDVVXPSWLRQRIERXQGHGUDWLRQDOLW\DVLQ7&(2ISDUDPRXQW
importance is the decision-maker’s ignorance of various circumstances that matter for the purpose of attaining his goals. Moreover, a person’s ignorance can also
be the result of a rational (but not necessarily maximizing) choice. Meanwhile,
the relationship between competition and rationality in AE is far from being as
trivial as it seems in the context of competition models constituting the elements
of the theory of price. In fact, if competition is weak, participants’ decisions are
QRW WDNHQ DW WKHERXQGDU\ RI RSSRUWXQLWLHV²ERWK WHFKQRORJLFDO DQG DOORFDWLYH
HJQRWDOOFRVWVDYLQJRSSRUWXQLWLHVDUHXVHGDFFRUGLQJWR/HLEHQVWHLQ¶V  
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;HI¿FLHQF\FRQFHSW 7KLVFDQEHH[SODLQHGE\WKHIDFWWKDWWKHSURFHVVRIGHFLsion-making is not free of charge and errors, on the one hand, and that it requires
time and rather serious emotional tension, on the other hand. Thus, a lack of competition correlates with the slack in behavior in search of opportunities to create
value/ minimize cost as a way to provide SCA. At the same time, the limited opportunities for imitation are actually a condition for rent appropriation (ex post),
on the one hand, and are incentives to develop capabilities (ex ante) (Kay, 2010,
p. 1210), on the other.
At the same time, the intensity of competition may limit the opportunities for
reasoning due to an increase in opportunity cost of each section of time as a frame
IRUGHFLVLRQPDNLQJ,QRWKHUZRUGVWLPHVSHFL¿FLW\RIGHFLVLRQVLVRQHVRXUFHRI
SUR¿WWKDWLVXQOLNHZDJHDQGLQWHUHVWLQDQ³HYHQO\URWDWLQJHFRQRP\´ 5RWKEDUG
2009, p. 511). This in turn leads to a substitution of rational decision-making
by intuitive decision-making. Using the comparative analysis of cognitive systems suggested by Kahneman (2003), the latter, in addition to offering concepWXDO SUHVHQWDWLRQ DQG FRGL¿FDWLRQ RI RSSRUWXQLWLHV PD\ EH HYHQ IDVWHU DQG LQ
many cases may require less effort. This is a possible direct effect of competition.
+RZHYHUFRPSHWLWLRQPD\KDYHDQDGYHUVHHIIHFWFRQQHFWHGZLWKWKHH[WHQVLRQ
of opportunities for reasoning on the basis of development and application of
special techniques and algorithms of decision-making. In some sense, the extension of the sphere of rational decisions by adding intuitive decisions conforms to
WKHFRQFHSWRI³SURFHGXUDOUDWLRQDOLW\´LQDFFRUGDQFHZLWKZKLFKDOJRULWKPL]HG
GHFLVLRQPDNLQJDQGDFWLRQVVXEVWLWXWHGLVFUHWLRQDORQHV$¿UP¶VG\QDPLFFDSDELOLWLHV²XQOLNHWKRVHRIDSHUVRQ²FRPELQHSDUDOOHOUDWLRQDOGHFLVLRQPDNLQJ
within a particular framework without excluding intuition.
At the same time, from the point of view of the result, decisions might actuDOO\EHTXDOL¿HGDVUDWLRQDOHYHQLIWKHLUDGRSWLRQLQYROYHVDODUJHVKDUHRILQWXLWLRQ,QWKLVVHQVHUDWLRQDOLW\EHFRPHVDV\QRQ\PIRUHI¿FLHQF\ RUWKHFKRLFH
RSWLPDOLW\ ERWKIRUWKHLQGLYLGXDODQGWKH¿UP<HWVLWXDWLRQVDUHSRVVLEOHZKHUH
UHDVRQLVQRWXVHGRULVXVHGLQVXI¿FLHQWO\QRWEHFDXVHRIODFNRItime, but because of lack of incentives for identifying and comparing resource-available
alternatives. A considerable share of such situations is associated with external
competitive constraints for market players. Competition involves more rational
DFWLRQVGH¿QHGLQWHUPVRIUHVXOWValthough there is no clear mutual consistency
between the strength of competition and reasoning behind the market players’
actions. This conclusion is closer to AE, which follows the logic of organic rationality, or rationality of the process (Williamson, 1985), which is actively explored by evolutionary theory. Thus, mechanisms balancing individual intuition,
on the one hand, and individual and collective reasoning, on the other, look like
engines for revealing new opportunities as a source of SCA.
The concept of awareness and rationality plays an important role in antitrust
policy. The conceptual basis of antitrust policy presumes that the market players
restricting competition can anticipate the effect of their actions. Moreover, other
market players are assumed to be capable of identifying the actions of competitors
and counterparties and their impact on the terms of their own decisions. Therefore,
other market participants can evaluate the extent of the impact of counterparties’
and competitors’ actions on the competitive environment. Evidently, this concept
is completely unacceptable for AE. It may also seem ambiguous from the point
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RIYLHZRI1,(+RZHYHU1,(XQOLNH$(GRHVQRWFRQVLGHUWKHEDWWOHIRUPDUNHW
players’ opportunities for rational decision-making hopelessly lost.
In this connection, the assessment of competition advocacy is relevant as
DVSHFL¿F FRPSRQHQW RI DQWLWUXVW SROLF\ 7KHPDLQ SXUSRVH RI FRPSHWLWLRQ DGvocacy is to promote ideas and values of competition in society and convincing
PDUNHWSOD\HUVWKDWDFWLYHFRPSHWLWLRQEHQH¿WVWKHPFRPSDUHGWRHQIRUFLQJRI
competition by legal rules.
The reason for advocacy in the framework of NCE is unclear. Assuming that
economic entities are capable of evaluating their potential gains from alternative versions of the market structure, expenses of competition advocacy seem to
be an embezzlement of resources. Regarding NIE, competition advocacy seems
quite reasonable, since informing market participants reduces enforcement costs.
The idea of competition advocacy might seem to be close to AE, given that the paSHUVE\+D\HNDQG0LVHVDUHDWUXHK\PQWRWKHFRPSHWLWLYHRUGHU+RZHYHU$(
does not support competition advocacy, albeit for different reasons than their
colleagues’ abiding principles of NCE. From the perspective of AE, arguments
IDYRULQJFRPSHWLWLRQPD\RQO\EHSDUWRIDSROLF\RIPDQLSXODWLRQEXWE\GH¿QLtion, cannot be an element of informing market participants.
The skepticism of Austrians concerns not only antitrust policy but also competition policy in general. In contrast to NCE models that proceed from the assumption that all market participants are aware of the possible gains and losses in any
state of the world, AE argues that no one can know about these gains and losses,
including the corresponding state agency. In this context, judgment regarding
a preferential market status is not possible, nor are evaluative judgments concerning the market structure and the actions of its participants. It is very imporWDQWWRVWUHVVWKDWZHPLJKW¿QGVWURQJVHSDUDWLRQRIPDUNHWFRQFHQWUDWLRQLVVXHV
from competition within the AE research tradition (Mund, 1933). This idea was
DOVRVXSSRUWHGE\WKHPDLQVWUHDP,2VHYHUDOGHFDGHVODWHUZKHQWKHSUHYLRXVO\
GRPLQDQW XQLGLUHFWLRQDO DSSURDFK ZLWKLQ ³VWUXFWXUH±FRQGXFW±SHUIRUPDQFH´
SDUDGLJP ZKHQFRQFHQWUDWLRQZDVWKRXJKWWRLQÀXHQFHFRPSHWLWLRQEXWQRWYLFH
versa) was revised.
3.3. Competition, innovation and entrepreneurship
7KH¿JXUHRIDQHQWUHSUHQHXULQHFRQRPLFVLVSHUKDSVRQHRIWKHPRVWDPbivalent and ambiguous. It arouses the greatest level of discord among representatives of different traditions in economic research. This becomes particularly clear when comparing the concept of an entrepreneur with actors such as
consumers and owners of resources. It is not accidental that standard economics
textbooks seldom contain systematic presentations of the theory of entrepreneurship. This is even the case for AE, where Kirznerian concept of the entrepreneur
is criticized by his colleagues for the erroneous separation of entrepreneur and
RZQHU ZKLOH RWKHU $( SURSRQHQWV 5RWKEDUG 6DOHUQR  DSSHDO WR ³RQHVLGHG
FRPSOHPHQWDULW\´7KLVYLVLRQPLJKWEHIRXQGLQYRQ0LVHV¶VWKHRU\RIHQWUHpreneurship, which argues that an entrepreneur is always a capital owner but not
HYHU\RZQHULVDQHQWUHSUHQHXU 5RWKEDUGS6DOHUQR :LWKRXW
delving into a review of entrepreneurship theories and their variations within
$(ZH¿QGLWQHFHVVDU\WRKLJKOLJKWVRPHDVSHFWVLPSRUWDQWIRUXQGHUVWDQGLQJ
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the concept of entrepreneurship in the context of competition studies in AE that
DUHDSSOLFDEOHIRU'&7
First, although Kirzner argues that the entrepreneurial function is not logically connected with property rights to assets, de-facto one-sided complementarity
KLJKOLJKWVWKHVLJQL¿FDQFHQRWRQO\RIWKHLQFHQWLYHVIRUDSSURSULDWLQJSUR¿WEXW
also of the readiness to bear the burden of risks of losses in case of failure. This
LGHD LV LPSRUWDQW IRU G\QDPLF FDSDELOLWLHV RI WKH¿UP WKDW FRQIURQWV QRW RQO\
WKHXQFHUWDLQEHQH¿WVEXWDOVRSUREDEOHORVVHVDVDOORFDWLRQRISURSHUW\ULJKWVLV
important in order for the decision-maker to make what are likely to be painful
decisions.
Second, the entrepreneur’s function might be explained in terms of arbitrage
(spatial and inter-temporal) due to discovery of new opportunities for coordinating the individual plans of market players. Within this context the concept of an
entrepreneur is close to the concept of arbitrage, which is easily compatible with
NCE. In fact, there are usually sellers on the market who sell products that are underpriced or overpriced, and buyers who are ready to pay higher or lower prices
IRUWKHVHSURGXFWV+RZHYHUEX\HUVUHDG\WRSD\KLJKHUSULFHVPD\EHXQDZDUH
that the same product can be purchased at a lower price, and the sellers offering
the product at a lower price may be unaware that someone was ready to purchase
WKHLUSURGXFWDWDKLJKHUSULFH2EWDLQLQJDQGSURFHVVLQJWKLVW\SHRILQIRUPDWLRQ
may be too expensive, but not for all market players.
The entrepreneurial function consists in identifying such buyers and sellHUV EHDUHUV RI LQGLYLGXDO SODQV  DQG PDNLQJ DSUR¿W ZLWKRXW YLRODWLQJ WKHLQterests of each of the actors, which constitutes a necessary condition for volunWDU\H[FKDQJH+RZHYHUWKLVKDVDVSLOORYHUHIIHFWLQWKHIRUPRIWUDQVODWLRQRI
economically important information by the entrepreneur to other market players
concerning the existing opportunities to use the assets at their disposal and, correspondingly their value.
&RQVHTXHQWO\LIDOORSSRUWXQLWLHVDUHUHÀHFWHGLQWKHSULFHVZKLFKKDSSHQVLQ
DVLWXDWLRQRI3DUHWRHI¿FLHQWHTXLOLEULXPVSDFHIRUH[HUFLVLQJWKHHQWUHSUHQHXUial function disappears, as does the possibility of generating entrepreneurial profit. In this sense, there is an insurmountable contradiction between the neoclassical model of general equilibrium and the concept of entrepreneurship in AE.
'\QDPLFFDSDELOLWLHVDV DVRXUFHRI 6&$ DUHLQWXUQWKHRXWFRPHRI LQVWLWXtional entrepreneurial activity, including organizational innovations. At the same
time, as it might be supposed, dynamic capabilities providing SCA are not invariant to the particular institutional environment including the mode of enforcement
RIDQWLWUXVWQRUPV7KDWLVZK\VLJQL¿FDQWFKDQJHVLQWKHLQVWLWXWLRQDOHQYLURQPHQWPLJKWUHTXLUHFKDQJLQJVRPHG\QDPLFFDSDELOLWLHVRIWKH¿UVWW\SH JHQHULF 
E\XVLQJG\QDPLFFDSDELOLWLHVRIWKHVHFRQGW\SH VSHFL¿FDOO\G\QDPLF ,QDQ\
case, however, these changes are costly and time consuming. Moreover, there are
some grounds to doubt the substitutability of the two types of capabilities. This
means that entrepreneurial activity aimed at SCA is also differentiated where two
types of dynamic capabilities are concerned.
Third, entrepreneurs are people who can quite easily be analytically singled
RXWIURPDPXOWLWXGHRIHFRQRPLFDJHQWVEXWDUHPXFKPRUHGLI¿FXOWWRLGHQWLI\
empirically (Salerno, 2008). This is connected with the fact that being a member
of a group of managers, workers, landowners, consumers and owners of capital
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does not make a person an entrepreneur. For this, he/she should display his/her
RZQ DOHUWQHVV LQ ¿QGLQJ DQG XVLQJ SUHYLRXVO\ KLGGHQ RSSRUWXQLWLHV WR XVH XQderpriced assets. In the extent to which actors cope with this task, they might be
TXDOL¿HGDVHQWUHSUHQHXUV7KDWLVZK\G\QDPLFFDSDELOLWLHVDUHFUXFLDOO\GHSHQGHQWRQIXO¿OOPHQWRIHQWUHSUHQHXULDOIXQFWLRQ
Fourth, people have different attitudes, including the ability to notice this
VRUWRIRSSRUWXQLW\2QWKHRQHKDQGWKHUHDUHLQFHQWLYHVIRUGHWHFWLQJWKHPRQ
WKHRWKHUKDQGIDUIURPHYHU\RQHDFWXDOO\JDLQVWKLVSUR¿W7KHUHLVDGDQJHURI
sustaining net losses as a consequence of an error resulting from excess decisiveQHVV VHOIFRQ¿GHQFHDVLVNQRZQIRUPEHKDYLRUDOHFRQRPLFVOLWHUDWXUH ,QWKLV
VHQVHGLIIHUHQWOHYHOVRIDZDUHQHVVRIPDUNHWSOD\HUVUHÀHFWDGLIIHUHQWLDWLRQRI
focus (or perceptiveness, according to Kirzner). The origin of this differentiation
of focus as a person’s ability to notice opportunities is a separate issue. It is imporWDQWWRHPSKDVL]HWKDWDVHWRIDOWHUQDWLYHVDVDFHUWDLQ³PHQX´LVQRWIUHHRIFKDUJH
LQWKHFRRUGLQDWHJULGV\VWHPRILQGLYLGXDOFKRLFHZKLFKHQYLVLRQVWKHLGHQWL¿FDtion of entrepreneurs among the entire multitude of economic agents.
Entrepreneurs have an advantage in identifying hidden opportunities and therefore shift the system of economic exchange toward equilibrium in the sense that,
ceteris paribus, the system of prices provides a more complete account of the set
of resources and the multitude of alternative options for their use if external shocks
do not move the system away from equilibrium proxy. In this sense, the very
generation of hidden opportunities remains beyond the realms of focus of AE to
the extent that the processes of changing preferences, available production technologies, as well as set and quantity of available resources are not being taken into
FRQVLGHUDWLRQ2QHFUXFLDOSRLQWQRWRQO\IRUWKHYLVLRQRIFRPSHWLWLRQDQGHQWUHpreneurship but also for policy issues is the inappropriateness of the representative
PDUNHWDFWRUFRQFHSW7KLVSRLQWLVTXLWHVLPLODUWR'&7EDVHGRQIRXUIHDWXUHVRI
resources, namely, valuable, rare, inimitable and non-substitutable (Katkalo et al.,
2010, p. 1175), because it presupposes the uniqueness of resources.
'LVFORVLQJ hidden opportunities can be closely connected with the creation
of new opportunities, which are largely described in terms of Schumpeter’s
(1912/1934) theory of economic development, but are quite suitable for purposes
RIH[SODLQLQJWKHEDVLVRI$(6SHFL¿FDOO\RUJDQL]DWLRQDOLQQRYDWLRQVHQDEOLQJ
UHVRXUFHV WR EH UHFRPELQHG WR LQFUHDVH WKHHI¿FLHQF\ SURGXFWLYHQHVV  RI WKHLU
use may at the same time lead to restrictions of competition from the point of
view of the antitrust authorities and the court, even though they are nothing other
than manifestations of entrepreneurship and, hence, competition. In this connection, an exhaustive (closed) list of prohibited forms of economic organization
(contracting) enables type I errors to be minimized, thereby outlawing such actions and agreements of a market player that do not restrict competition in reality
-RVNRZ6KDVWLWNR 
6SHFL¿FDOO\ LPSRVLQJ UHVWULFWLRQV RQ VHOOLQJ SURGXFWV RI DFRPSHWLQJ EUDQG
might be regarded as an institutional arrangement in the form of a vertical reVWUDLQWZKLFKDOORZVHI¿FLHQF\WREHUDLVHGE\SURYLGLQJKLJKHUTXDOLW\VHUYLFHV
DW WKHVDPH SULFHV +RZHYHU XQOLNH WKH&KLFDJR WUDGLWLRQ RI UHVHDUFK RI QRQ
standard commercial practices or the tradition of NIE, which identify both negative and positive effects of this sort of restrictions, AE has not developed its own
DSSURDFKHV 2Q WKHZKROH WKLV LV H[SODLQHG E\ WKHJHQHUDOO\ VNHSWLFDO DWWLWXGH
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towards antitrust policy as a set of instruments for improving the market’s perforPDQFH²DQGKHQFHWRZDUGVWKHQHHGWRLPSURYHLWVWRROV:KDWLVWKHSRVLWLRQLQJRI'&7ZLWKLQWKHFRQWH[WRIWKHVHDUFKRI6&$WDNLQJLQWRDFFRXQWFDSDELOLties related to the practices mentioned above?
For AE, the discharge of the entrepreneurial function is the driving force of
HFRQRPLF GHYHORSPHQW DV ZHOO DV WKHZD\ WR SURYLGH 6&$ LQ '7& FRQWH[W 
In principle, it does not raise the issue of a possible negative impact of entrepreneurship on welfare. For NCE, on the contrary, such a view of the issue has
long been traditional, especially when the point is entrepreneurship under condiWLRQVRIVLJQL¿FDQWPDUNHWSRZHU6XFKGLIIHUHQFHLQLQWHUSUHWLQJWKHUROHRIHQWUHSUHQHXUVKLSLVUHÀHFWHGQRWRQO\LQWKHPHWKRGRORJLFDOVWDWXVRIWKHFRQFHSWV
RI FRPSHWLWLRQ DQG PRQRSRO\ EXW DOVR LQ WKHQRUPDWLYH FRPSRQHQW²WKHEHVW
policy design with respect to competition.
4. Competition in the context of interaction between market players
4.1. Competition and market equilibrium
Following the logic of AE, competition is a process that exists only in a disequilibrium economic system in the sense that not all options for using resources
DUHUHÀHFWHGLQWKHV\VWHPRISULFHVDQGWDNHQLQWRDFFRXQWLQHFRQRPLFDJHQWV¶
plans. This is the case irrespective of some disputes within AE on the methodological status of the equilibrium concept (see, for example, discussions of
.LU]QHUDQG/DFKPDQQDQGIROORZHUVUHODWHGWRWKHLVVXHRIZKHWKHUWKHPDUNHW
SURFHVVLVLQKHUHQWO\HTXLOLEUDWLQJ².LU]QHU¶VRSLQLRQ²RUZKHWKHULWVSHUIRUmance generates disequilibration).
Economic agents’ plans and expectations are only partially compatible, which
becomes clear at the moment they start interacting with each other. This is why
long-term equilibrium on the market of perfect competition was regarded by
Austrian economists as a contradictio in adjecto. Nash equilibrium as one of
the main tools of competitive analysis in contemporary microeconomics seems to
EHDVLPLODUDOWKRXJKOHVVREYLRXVFRQWUDGLFWLRQ,IWKHUHZHUHQRSUR¿WDEOHVKLIW
from the selected strategy, given a particular strategy of another party, to another
strategy or party of strategic interaction, economic development would stop.
The methodological status of market equilibrium in AE has an important
characteristic. Equilibrium is not a starting point in explaining the functioning
RI WKHPDUNHW XVLQJ WKHPHWKRG RI FRPSDUDWLYH VWDWLFV HYHQ IURP YHU\ ³1&(
like’ AE of Kirzner. The result achievable with different levels of probability and
proximity reduces the ignorance of market players (zero ignorance is an equilibrium correlative) (Kirzner, 1997, p. 62). The parameters regarded by NCE as an
essential element of equilibrium turn out not to be even a result in AE, but rather
a direction of changes on the market explained by the actions of the market actors. According to AE, a market process takes place only when the results differ
from expectations. This compels market actors to adjust expectations and decisions in the next period and change the mode of actions. This sort of adjustment
is made in the form of revision of the opportunities set open (visible and attainable) to decision-makers. As a result of such revisions, some opportunities turn
out to be phantoms and others overlooked.
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The very discovery of this sort of opportunity is closely connected with the interests of actors, since it is their individually assessed opportunities, rather than
the opportunities of society as a whole. In addition, the revision of opportunities
LVDLPHGDWLQFUHDVLQJSULYDWHQHWEHQH¿WVWKXVFRQVLVWHQWO\DSSURDFKLQJWKH³SRVVLELOLWLHVIURQWLHU´IRUSUR¿WDEOHEXVLQHVVDFWLYLW\+RZHYHUVXFKDUHVXOWLVSRVsible in the case of offering more attractive conditions to partners in the market
process and outdistancing one’s competitors.
If equilibrium is achieved, plans and expectations are compatible, the market
players are not being offered more attractive alternatives which were unnoticed
before. It means that competition has stopped being an active force. It correVSRQGVWRLQWHUQDOFRQWUDGLFWLRQLQWKH$UURZ±'HEUHXPRGHOUHFRJQL]HGE\)UDQN
+DKQDQGVWUHVVHGRQFHDJDLQE\%ULDQ/RDVE\ S 6LQFHWKHLQWHU
temporal equilibrium is derived by collapsing the future into the present, there
can be no need for any further decisions.
Equilibrium accounts for the side effects and unforeseen results of interactions
of entities acting in their own interests. It is impossible to plan this result due to
the ignorance of the decision makers for whom the discovery of new opportunities is a surprise in the sense that none of the participants can specify the paramHWHUVRIWKH³VXUSULVH´ex ante.
Explaining the obtained results ex post is the most that can be achieved. This
feature of equilibrium is a basis for far-reaching conclusions regarding economic
policy in the sphere of competition protection with important backward implicaWLRQVIRU¿UPV¶6&$VSHFL¿FLW\DQGUHODWHGG\QDPLFFDSDELOLWLHV,WLVQRWHZRUWK\
that AE is close to NIE regarding this matter. The fewer elements of so-called
hybrid models that NIE models contain (i.e., assumptions of full and bounded
rationality, zero and positive transaction costs in different dimensions of economic exchanges are combined), the farther away they are from the orthodox
methods of NCE and the less these structures rely on the concept of equilibrium
and the more they rely on descriptions of characteristics of coordination mechanisms. It is not accidental that comparative analysis of governance mechanisms
is the core of the methodology in the TCE. The key problem here is combining
the incentives design with the development of mechanisms of economic agents’
adaptation to changing circumstances (Williamson, 1985, 1996).
7KHPDUNHWFRQGLWLRQVDUHFKDQJLQJXQGHUFRPSHWLWLRQ6SHFL¿FDOO\SURGXFtion (transformation and transaction) costs change connected with the restructuring of production capacities demonstrates the difference of competition as
a state of affairs determined in terms of equilibrium and competition as disequilibrium. Within such a formulation of the problem, the number of market
SOD\HUVKDVQRVLJQL¿FDQFHIRUHYDOXDWLQJWKHLQWHQVLW\RIFRPSHWLWLRQZKLFK
LV LQ FRQWUDVW ZLWK WKH+DUYDUG UHVHDUFK WUDGLWLRQ EHJLQQLQJ LQ WKHPLGGOH RI
the XX century.
&RPSHWLWLRQ GH¿QHG LQ WHUPV RI PDUNHW HTXLOLEULXP LV FORVHO\ OLQNHG ZLWK
the problems of the market structure. Paradoxical as it may seem, in this matter,
$(GRHVQRWFULWLFL]HWKHQHRFODVVLFDOPDLQVWUHDPEXWUDWKHUWKH+DUYDUGVFKRRO
ZKLFKLVIDUOHVVFRQQHFWHGZLWKLW7KHHDUO\ +DUYDUG VFKRROWKDWZRUNHGZLWKLQ
WKHSURJUDP ³VWUXFWXUH±FRQGXFW±SHUIRUPDQFH´ UHJDUGHG WKHHTXLOLEULXP FKDUacteristics as a result of a certain market structure. This particular program was
the main object of AE criticism.
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The modern theory of industrial organization has long stopped supporting
the postulate of unilateral dependence: the market structure determines conduct
and thus the characteristics of results (prices, quantity, welfare effects). Models
where the market structure is being formed under the impact of decisions of
its participants, including strategic interaction as it is presented within gametheoretic framework, had become much more widespread several decades ago.
This particular approach is closest to the Austrian concept of competition as
DSURFHVV7KHSDUDPHWHUVWKDWZHUHTXDOL¿HGE\WKH³VWUXFWXUH±FRQGXFW±SHUIRUPDQFH´UHVHDUFKSURJUDPDVH[RJHQRXVWXUQRXWWREHWKHUHVXOWVRIWKHDFWLRQV
of the market players, e.g., production costs related to the employed technologies
and forms of economic organization used.
Turning to competition policy issues from the perspectives of equilibrium
and SCA the following should be stressed: actions, namely antitrust enforcement, aimed at the establishment and control of economic activity parameters
that are largely a result of entrepreneurial activity have a negative impact on entrepreneurship, weakening and distorting incentives. Some of these consequences are (1) the mutation of SCA, (2) the weakening value creation activity and
(3) the strengthening SCA in redistribution or rent-seeking.
Therefore, competition in AE is possible only in a situation of market disequilibrium. Fixing an equilibrium is equivalent to the absence of competition. This
is what hinders dialogue between AE and researchers using competition models
that constitute the conceptual basis of competition policy. In these models, Nash
equilibrium and similar instruments are crucial for positive analysis and normative conclusions.
4.2. Competition and monopoly
The interplay of competition with other important analytical elements of AE
provides a key to understanding the radical contradiction between AE and NCE
on the issue of monopoly.
From the Austrian position, a market process exists as long as there is freedom
RIVDOHDQGSXUFKDVHEDVHGRQVSHFL¿HGDQGSURWHFWHGSURSHUW\ULJKWVDQGDPDUNHW
process means competition. In this context a monopoly examined in economics as
a special market structure is a myth because even a monopolist in the neoclassical
sense of the word encounters the need to reveal hidden opportunities that are not reÀHFWHGLQFXUUHQWSULFHVDVDPHDQVRIEDODQFLQJWKHPDUNHW .LU]QHUS 
This does not mean that monopoly does not deserve Austrians’ attention.
Monopoly is the opposite of competition, which is what underlies the approach to
GH¿QLQJPRQRSRO\DQGWRPDNLQJUHOHYDQWQRUPDWLYHFRQFOXVLRQVE\WKH$XVWULDQ
school. Competition is a process in which economic agents (entrepreneurs) offer
more appealing alternatives to their counteragents, whereas the restriction of this
sort of opportunity is none other than monopoly. This is why the main source of
man-made monopoly is the government, which restricts the choice of alternatives
by means of regulation (Armentano 1999, p. 96).
+RZHYHU WKHLPSRVVLELOLW\ RI OHJLWLPL]LQJ SULYDWH PRQRSRO\ RQ WKH¿QDO
product market does not mean the impossibility of legitimizing private monopoly
in principle. The distinction between the monopoly of a manufacturer as a product (service) producer and the monopoly of a manufacturer as a resource owner
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is of principal importance to AE. This distinction is largely manifested in normative evaluations of two types of analytical elements. The element of resource
monopoly is legitimate whereas the product monopoly (naturally, on an unregulated market) is a myth. For example, this myth is close to Rothbard’s skepticism
WRZDUGVFDUWHOV¶²WKHPRVWGDQJHURXVDQWLWUXVWODZYLRODWLRQV²LQVWDELOLW\
³«DFDUWHOLVDQLQKHUHQWO\XQVWDEOHIRUPRIRSHUDWLRQ,IWKHMRLQWSRROLQJRI
DVVHWVLQDFRPPRQFDXVHSURYHVLQWKHORQJUXQWREHSUR¿WDEOHIRUHDFKRI
the individual members of the cartel, then they will act formally to merge into
RQHODUJH¿UP7KHFDUWHOWKHQGLVDSSHDUVLQWKHPHUJHU2QWKHRWKHUKDQGLI
WKHMRLQWDFWLRQSURYHVXQSUR¿WDEOHIRURQHRUPRUHPHPEHUVWKHGLVVDWLV¿HG
¿UPRU¿UPVZLOOEUHDNDZD\IURPWKHFDUWHODQGDVZHVKDOOVHHDQ\VXFKLQdependent action almost always destroys the cartel. The cartel form, therefore,
LVERXQGWREHKLJKO\HYDQHVFHQWDQGXQVWDEOH´
(Rothbard, 2009, p. 651)
Remarkably, these ideas correspond to the so-called hostile tradition in antitrust
described by Williamson (1985).
Exclusive control over a resource without which production of a certain set
RIJRRGVDQGVHUYLFHVLVLPSRVVLEOHFUHDWHVRSSRUWXQLWLHVIRUJHQHUDWLRQRISUR¿W
WKDWLVPRQRSROLVWLFUDWKHUWKDQHQWUHSUHQHXULDO,QWHUPVRI'&7LWLVDVSHFL¿F
5LFDUGLDQUHQWUDWKHUWKDQD6FKXPSHWHULDQUHQW8QOLNHPRQRSROLVWLFSUR¿WHQWUHSUHQHXULDOSUR¿WLVXQVWDEOHDQGWUDQVLHQW*DLQLQJLWUHTXLUHVSHUPDQHQWHIforts aimed at identifying and creating new opportunities and combinations of
resources to make the outcomes more appealing for counterparties seeking for
dynamic capabilities to provide SCA within the context of value creation.
,WLVPXFKPRUHGLI¿FXOWWRHVWDEOLVKDGLDORJXHZLWKUHVSHFWWRQDWXUDOPRQRSolistic activity in regulated sectors. From the perspective of AE, the very concept
of an economic basis for identifying a natural monopolistic activity is erroneous
'L/RUHQ]R 7KHUHJLPHRIQDWXUDOPRQRSRO\LVDUHVXOWRIFROOXVLRQEHWZHHQWKHJRYHUQPHQWDQGFRPSDQLHVWKDWKDYHVDFUL¿FHGWKHULJKWWRIUHHSULFing in exchange for a guarantee of entry restriction and compensation for losses,
LQFOXGLQJ QRUPDO SUR¿W$W WKLV SRLQW WKHSRVLWLRQV RI$( DQG UHSUHVHQWDWLYHV
RIWKHHFRQRPLFWKHRU\RIUHJXODWLRQGLIIHUTXLWHVLJQL¿FDQWO\(YHQDWWHPSWVWR
introduce competition to natural monopolistic markets requiring a radical reform
of the regulation regime are seen by representatives of AE strictly negatively as
addressing problems by inappropriate methods.
7KHUHIRUH WKHPDLQ VSHFL¿F IHDWXUH RI$( IRU HVWDEOLVKLQJ LQWHUUHODWLRQ EHtween competition and monopoly consists in the fact that AE sees the source of
monopoly in circumstances which are external with respect to market perforPDQFHgovernment interventions, exclusive and monopolistic rights to natural
resources essential for the production of relevant goods and services. Free market
is considered competitive by nature. From this point of view, the concept of private monopoly as a source of loss of public welfare is groundless, as is the theory
of market failures.
,Q$(ZHPLJKW¿QGVRPHVRUWRIWKHRUHPVRQSULYDWHO\LQGXFHGPRQRSRO\
in contrast with the state-induced one. The key element of proof is presented by
Rothbard:
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³:K\KDVKH>SURGXFHU@EHHQDEOHWRH[WUDFWD³PRQRSRO\SULFH´WKURXJKUHVWULFWLQJKLVSURGXFWLRQ"2QO\EHFDXVHWKHGHPDQGIRUKLVVHUYLFHV HLWKHUGLrectly by consumers or indirectly from them through lower-order producers)
is inelastic, so that a decreased production of the good and a higher price will
lead to increased expenditure on his product and therefore increased income
IRUKLP<HWWKLVLQHODVWLFGHPDQGVFKHGXOHLVSXUHO\WKHUHVXOWRIWKHYROXQWDU\
demands of the consumers. If the consumers were really angry at this ‘monopolistic action’, they could easily make their demand curves elastic by boycotting the producer and/or by increasing their demands at the ‘competitive’
SURGXFWLRQOHYHO7KHIDFWWKDWWKH\GRQRWGRVRVLJQL¿HVWKHLUVDWLVIDFWLRQZLWK
the existing state of affairs and demonstrates that they, as well as the producer,
EHQH¿WIURPWKHUHVXOWLQJYROXQWDU\H[FKDQJHV´
(Rothbard, 2009, p. 634)
There are at least three ways to criticize this point of view from the perspectives of different approaches.
First, NCE: the monopoly price appears on the elastic segment of market demand in terms of the standard of elasticity estimates adopted.
Second, NIE: obvious problems of collective action and the free-rider problem
are omitted, assuming that consumers are aware of the consequences of practices
implemented by the producer.
Third, behavioral economics: it is not always clear whether the producer exSORLWV FRQVXPHUV GLVWULEXWLQJ SDUW RI WKHSRWHQWLDO EHQH¿W LQ KLV RZQ IDYRU DW
the expense of consumers.
5. Antitrust policy
Normative applications of the concepts developed within AE, including
the concept of competition, are one of the most important and at the same time
most sensitive issues closely related to practical problems in searching for
¿UPV¶6&$$(KDVDOZD\VEHHQLQRSSRVLWLRQWR1&(DVDUHVHDUFKSURJUDPLQ
economics on virtually all key problems of economic policy, especially comSHWLWLRQSROLF\LUUHVSHFWLYHRIZKHWKHUWKH+DUYDUG&KLFDJRRUSRVW&KLFDJR
LQÀXHQFHG E\ 1,(  DSSURDFK WR VWXG\LQJ FRPSHWLWLRQ SUHYDLOHG 1RUPDWLYH
FRQFOXVLRQ RQ DQWLWUXVW SROLF\ ZRXOG EH VXPPDUL]HG YHU\ EULHÀ\ DV ³DEROLVK
DQWLWUXVW´
7KHDXWKRUV RI WKH$XVWULDQ VFKRRO LQ SDUWLFXODU QHJDWLYHO\ DVVHVV WKHHI¿ciency of antitrust policy in terms of fostering competition as a vehicle of economic development. This is partially connected with the contradiction between
the fundamental concepts of the two schools and partially with a simple lack of
mutual understanding. Proponents of AE believed that all designs in the development of antitrust policy measures proceed from the model of perfect competition7 while there were at least two waves of antirust reshaping in the 1970s and
7
See, e.g., Kirzner (1997, p. 94). Such an evaluation prompts the question of whether what was said is merely
DFRQVHTXHQFHRIVHULRXVGLI¿FXOWLHVLQWUDQVODWLRQLQDEURDGVHQVHRIWKHZRUGEHWZHHQFRPSHWLQJUHVHDUFK
programs, or that contemporary models can actually be reduced to basic elements of the model of perfect competition.
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1990s. In reality, the overwhelming majority of economists who do not agree
with AE postulates would join the idea that the theory of perfect competition as
D³EODFNERDUGWKHRU\´DWWKHPRPHQWKDVQRGLUHFWUHODWLRQWRWKHFRQWHPSRUDU\
antitrust policy.
According to AE, antitrust policy as a system of rules (exclusions of contract
freedom principle) and enforcement mechanisms is based on the erroneous interpretation of the nature of competition or on government actions distorting
the competitive environment. Such evaluation of antitrust policy foundations by
AE does not leave much room to discuss the differences in interpretation of directions or spheres of application of antitrust policy methods.
All of these are regarded by AE as harmful for competition. For example,
a selective antitrust ban on mergers is interpreted as a restriction of entrepreQHXULDO DFWLYLW\ DQG LV WKHUHIRUH TXDOL¿HG DV DQ DQWLFRPSHWLWLYH DFWLRQ irrespective RI WKHFKDUDFWHULVWLFV RI DVSHFL¿F PHUJHU RU DI¿OLDWLRQ DQG SRVVLEOH
LPSOLFDWLRQV IRU WKHUHOHYDQW PDUNHWV .LU]QHU  S 5RWKEDUG 
p. 643–644).
The ban (or even structural and behavioral remedies) on cartel agreements
LV HYDOXDWHG OLNHZLVH /HW XV GHPRQVWUDWH $XVWULDQV¶ HYDOXDWLRQ RI WKHEDQ RQ
DJUHHPHQWVDQGVDQFWLRQVRQWKHLUSDUWLFLSDQWVXVLQJDFRQFUHWHH[DPSOH2QHRI
WKHPRVWZLGHO\NQRZQDQWLWUXVWFDVHVRIWKHSDVWGHFDGHVLVWKHFDVHRIWKH³YLWDPLQFDUWHO´(LJKWRIWKHZRUOG¶VODUJHVWPDQXIDFWXUHUVRIYLWDPLQVZHUHFROOHFtively penalized for price collusion in an amount exceeding 800 million euros.8
AE regards this decision as one of many failures of antitrust regulation, because it
ZDVLVVXHGRQWKHEDVLVRIDQXQMXVWL¿HGDVVXPSWLRQRIRYHUSULFLQJZKHUHDVLWLV
impossible to estimate the level of prices that could have been formed on the target market of vitamins without collusion. Intervention by antitrust authorities is
interpreted as a violation of the principle of freedom of contract. The enforced
leniency program seems to be nothing but a tool of unfair competition and a way
WR³SXOOWKHUXJRXWIURPXQGHU¶DFRPSHWLWRU .LP 
7KLVLVZK\LQWKLVFDVHWKHUHLVQRVXI¿FLHQWUHDVRQWRH[DPLQHWKHGLIIHUHQFHV
in the ideas of AE, for example with respect to vertical restraints, tacit colluVLRQRUPHUJHUFRQWUROWKDWFRXOGEHFRPHDVXEMHFWRIFRPSDULVRQWRWKH+DUYDUG
&KLFDJRDQG3RVW&KLFDJRDSSURDFKHVLQWKHWKHRU\RI,2RUWKHLPSOLFDWLRQVRI
WKHVHDFWLRQVIURPWKHSHUVSHFWLYHRI'&7
The notion of market failures is the conceptual core of the discussion about
the foundations and instruments of antitrust policy in the context of the interacting and competing research traditions.9 The idea of market failures10 contradicts the AE approach, whereas in NCE they have been regarded as grounds
for government interventions in economic exchanges since the works of Arthur
Pigou, while for NIE government intervention is one of possible remedies for
market failures but not necessary a better one. In this sense, a compromise between AE, NIE and NCE concerning the antitrust policy possibilities and framework seems quite unlikely.
8

The review of this case see, e.g., in: Aubert et al. (2006, p. 1242).
A critical review of the relationship between antitrust policy and market failures, and their compensation
methods, is presented in Meese (2005).
10
(VSHFLDOO\UHPHGLDEOHE\WKHVWDWHDFWLYLVPLQDQ\DFWLYHIRUP²UHJXODWLRQDQG³WKHVWDWHHQWUHSUHQHXUVKLS´
9
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Evidently, not only the practice but also the principles of antitrust policy may
VHHP DPELYDOHQW 2QH RI WKHPRVW FRPSOLFDWHG PHWKRGRORJLFDO DQG SUDFWLFDO
problems is a (theoretically rather trivial) conceptual separation of the protection
RIFRPSHWLWLRQIURPWKHSURWHFWLRQRIFRPSHWLWRUV7KHWKHVLV³&RPSHWLWLRQSROLF\VKRXOGSURWHFWFRPSHWLWLRQUDWKHUWKDQFRPSHWLWRUV´LVZHOONQRZQDPRQJUHsearchers and politicians. Its implementation implies that antitrust policy should
not be used as a tool by groups of special interests in pursuing their goals (as an
LQVWUXPHQWRIXQIDLUFRPSHWLWLRQ +RZHYHUWRZKDWH[WHQWPLJKWWKLVSULQFLSOH
be implemented in practice? In addition to any other policy envisioning the setting of rules and enforcement mechanisms, the antitrust policy has certain distributive implications that might be interpreted (at least ex post) as protection of
particular groups of market players (including competitors).
According to the logic of the Austrian approach, special protection of competition by the government leads to competition restriction, i.e., the opposite result. This argument is used to draw a general conceptual conclusion that antitrust
policy is not needed for rectifying the market operation.
Unlike the problem of antitrust legislation as a whole, the comparison of different schools’ conceptions of particular antitrust policy tools has a certain perspective. A comparison of AE and NIE research traditions (with respect to TCE)
shows contrasting attitudes to the rule of reason vs. per se rule in antitrust.
/HWXVUHFDOOWKDWWKHSHUVHUXOHPHDQVWKHVXI¿FLHQF\RIHVWDEOLVKLQJFRQIRUmance of activities or agreements to those prohibited by law. If such conformance
is established, they are recognized as guilty of violating antitrust law. The rule of
reason, on the contrary, allows the restriction of competition if such practice reVXOWVLQFRQVXPHUEHQH¿WVDQGLIWKHRYHUDOOHIIHFWIRUWKHEXVLQHVVSUDFWLFHLVSRVL
WLYH'UDZLQJDGHPDUFDWLRQOLQHEHWZHHQWKHWZRUXOHVGHSHQGVRQWKHUHOLDELOLW\
RI WKHLQIRUPDWLRQ RQ WKHGLVWULEXWLRQ RI EHQH¿WV DQG ORVVHV DQG RQ WKHRYHUDOO
gains from the use of various forms of restricting agreements. Applying the rule
RIUHDVRQLVMXVWL¿HGRQO\LIZHEHOLHYHLQWKHDELOLW\WRHYDOXDWHWKHJDLQVIURP
the adopted commercial practice.
The problem of ignorance is expressly raised both in the frames of AE and
7&(+RZHYHU$XVWULDQVDYRLGLGHQWLI\LQJDQLGHDORXWFRPHRIWKHPDUNHWSURcess for principled reasons of its unpredictability. In contrast, the approach based
on Williamson’s work does not rule out identifying an ideal outcome, although
it questions the possibility and necessity of taking this outcome into account
ZKLOHIRUPXODWLQJ SROLF\ IRU WKHUHDO ZRUOG 9RLJW  S   DV ZHOO DV LQ
evaluating organizational performance.
+HUHZHPLJKWIRUPXODWHVRPHYHU\SUDFWLFDOLPSOLFDWLRQVIRU'&7)LUPV¶
SCA might depend on economic concepts that in fact stand behind some economic
policy instruments’ design and their implementation. Regarding antitrust policy,
LWEHFRPHVDFKDOOHQJHWRFUHDWH¿UPVSHFL¿FFDSDELOLWLHVWRPLQLPL]HWKHULVNV
RIDQWLWUXVWSURVHFXWLRQ7KHH[DPSOHLVDQWLWUXVWFRPSOLDQFHSROLF\%HLQJDSDUW
and parcel of the business model it refers to the requirements of the regulatory
HQYLURQPHQWDQGJXLGHVLQWHUDFWLRQVZLWKDQWLWUXVWDXWKRULW\+RZHYHUWKHVHFDpabilities might be not only value creating but also value (re)distributing. This is
why managing antitrust risks does not necessarily mean value-creating activity
E\¿UPVRQWKHPDUNHWWDNLQJLQWRDFFRXQWRSSRUWXQLWLHVWRUHDFKSULYDWHJRDOV
using antitrust agency as a tool. These worries come directly from AE.
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6. AE and policy implications of the theory of industrial organization:
Questions for DCT
The practice of antitrust law enforcement, starting at least from the second half
of the 20th century, relies more or less on the concepts developed by economic
theory. It has been mentioned by Richard Posner:
³/RRNLQJRYHUWKHHQWLUHKLVWRU\RI86DQWLWUXVWODZ,FRQFOXGHWKDWWKHPRVW
powerful explanatory variable is simply the state of economic opinion.
Antitrust doctrine has changed more or less in tandem with changes in ecoQRPLFWKHRU\WKRXJKRIWHQZLWKDODJ´
(Posner, 2001, p. 286)
This is particularly visible in the United States, where the dominance of
WKH+DUYDUGVFKRROLQWKHVWXGLHVRIFRPSHWLWLRQDQGDQWLWUXVWSROLF\LVVXHVGXULQJ WKHV±V ZDV IROORZHG ¿UVW E\ WKH&KLFDJR WUDGLWLRQ DQG ODWHU DW
the turn of the 21st century, the Chicago tradition was gradually displaced by
Post-Chicago concepts based on considerably wider involvement of NIE concepts. The concepts of the market, competition, and the role of antitrust policy,
ZKLFKDUHDOWHUQDWLYHWR$(XQGHUZHQWVLJQL¿FDQWFKDQJHV11
7KH+DUYDUGVFKRROLVFRQVLGHUHGWREHWKHVWDUWLQJSRLQWIRUGHYHORSPHQWRI
the contemporary competition theory inherited primarily from Joan Robinson and
(GZDUG &KDPEHUOLQ LQ WKHV:LWKLQ WKHFRQWH[W RI WKH+DUYDUG DSSURDFK
major market participants were recognized as admittedly being motivated to reVWULFWFRPSHWLWLRQ7KHGRPLQDQFHRIWKH+DUYDUGVFKRROLQLQWHUSUHWLQJWKHFRQduct of market players conforms to the dominance of the per se rule in antitrust
enforcement. These ideas have been refuted based on a set of empirical tests.
,W ZDV RQH RI WKHNH\ IDFWRUV UHPRYLQJ WKH³VWUXFWXUH±FRQGXFW±SHUIRUPDQFH´
approach from the foreground of industry studies.
'XULQJ WKH¿UVW GHFDGHV RI DQWLWUXVW ODZ WKHEHJLQQLQJ RI WKHth century),
DKLJKPDUNHWVKDUHZDVVRPHWLPHVFRQVLGHUHGWRSURYLGHDVXI¿FLHQWEDVLVIRU
WKHTXDOL¿FDWLRQRIPRQRSROLVWLFSRZHUDQGIRUWKLVSRZHUDVEHLQJLOOHJDO$WOHDVW
VRPHFRXUWGHFLVLRQV HJ1RUWKHUQ6HFXULWLHV6WDQGDUG2LO LQWKH8QLWHG6WDWHV
in the early 20th century suggest the prevalence of this approach (Armentano,
1999). Arguments favoring the actions of companies with a high market share
were simply disregarded by the courts (Piriano, 2007), probably due to populist
responses to the fear of large companies. In the 1930s, some researchers sought
to prove the idea of much more complex relations between market concentration
DQGPDUNHWFRQGXFW 9HUQRQ0XQG EXWWKH\IDLOHGWRRXWSHUIRUPWKHOHDGHUVRI
WKHLURSSRQHQWV²(GZDUG&KDPEHUOLQDQG-RDQ5RELQVRQ 6DOHUQR 
,Q WKH V WKH +DUYDUG DSSURDFK FDPH XQGHU VHYHUH FULWLFLVP IURP
the Chicago school. Many concepts of the Chicago school relied on two common
SUHVXPSWLRQV  ODUJHFRPSDQLHVDQGDFWLRQVWUDGLWLRQDOO\TXDOL¿HGDVUHVWULFWLRQVRIFRPSHWLWLRQPD\OHDGWRHI¿FLHQF\LQFUHDVHV  PDQ\DFWLRQVYLHZHG
11 :HGRQRWDQDO\]HLQGHWDLOWKHGHYHORSPHQWRI,2RUWKHFRQWHQWVRIGLVFXVVLRQVEHWZHHQGLIIHUHQWVFKRROV
GLUHFWO\UHODWHGWRDQWLWUXVW7KLVLVVXHZDVH[DPLQHGE\6FKPDOHQVHH  LQDSDSHUGHYRWHGWR,2HYROXWLRQ
in the 20th and early 21st centuries.
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as tools to restrict competition (above all, vertical restraints) in reality may have
no such implications. It is up to special analysis in each particular case to establish any negative consequences (rule of reason instead of per se rule). Within
the framework of this particular period application of the rule of reason was obviously rapidly increasing.
The use of the Chicago school as a conceptual basis for antitrust law enforcePHQW KDG WZR W\SHV RI LPSOLFDWLRQV 2Q WKHRQH KDQG SDUWLFXODU GHFLVLRQV RQ
antitrust law enforcement became more substantiated from the economic point of
YLHZ2QWKHRWKHUKDQGWKHGHWHUULQJHIIHFWRIWKHDQWLWUXVWODZEHFDPHZHDNer due to possible lowering of the predictability of its enforcement under weak
standards of economic analysis. This means that SCA probably does not include
multi-level complex capabilities that provide strong compliance with antitrust
ODZUHTXLUHPHQWV+RZHYHUZKDWUHTXLUHPHQWVFRXOGEHPDGHIRU6&$LIWKHUH
was no clear content of antitrust bans and standards to prove guilt or innocence
and, consequently, no clear boundary between zero sanctions and multimillionGROODUHTXLYDOHQW¿QHVRUHYHQLPSULVRQPHQWIRUFRPSDQ\RI¿FLDOV"2QHSRVVLEOH
JXHVVLVDVLWXDWLRQVSHFL¿FG\QDPLFFDSDELOLW\WRPDQDJHEXVLQHVVWREXVLQHVV
and business-to-government relations to mitigate the antitrust risks mentioned.
At the same time, it is quite indicative that despite a considerably lower level
of assumed antitrust intervention, the Chicago school approach was also heavily
FULWLFL]HG IURP WKHSHUVSHFWLYH RI $( DV ZHOO DV IURP WKH+DUYDUG DSSURDFK
5LFKDUG3RVQHUDQG5REHUW%RUNZHUHVHYHUHO\FULWLFL]HGIRUWKHLULQFRQVLVWHQF\
to protect market institutions. From the perspective of the Austrian school, those
DXWKRUV¶SRVLWLRQVSHFL¿FDOO\LQWKHVSKHUHRIDQWLWUXVWSROLF\FRQWUDGLFWHGWKHLU
SRVLWLRQLQRWKHU¿HOGV %ORFN $(FRQVLGHUVDQWLWUXVWSROLF\UHGXQGDQW
ZKLOHWKH&KLFDJRDSSURDFKPHUHO\SRLQWVWRWKHQHHGIRUPRUHSUHFLVHTXDOL¿FDtion of the market players’ practice in concrete cases.
From the Austrians’ point of view, even though the Chicago approach uses an exSODQDWLRQRIWKHPDUNHWRSHUDWLRQWKDWFRPSHWHVZLWKWKH+DUYDUGUHVHDUFKWUDGLWLRQ
LQ,2LWEDVLFDOO\VWD\VZLWKLQWKHIUDPHZRUNRIWKHVDPHZRUNLQJPRGHORILQGLvidual choice, and consequently, of interactions. The most vivid example is the optimism of the Chicago school with respect to contestable markets, where the absence
RIHQWU\EDUULHUVGRHVQRWDOORZDQLQFXPEHQW¿UPWRJHQHUDWHSUR¿WRQWKHPDUNHW
even if there are no opportunities at each given moment for loss-free functioning of
WZRRUPRUH¿UPVRQWKHVDPHPDUNHW FRQGLWLRQRIFRVWVVXEDGGLWLYLW\ 
The Post-Chicago approach seems to be even less acceptable for AE. This approach based on a new methodology in a certain sense restores the conclusions
RIWKH+DUYDUGVFKRRO²DWOHDVWSDUWLDOO\$VDQH[DPSOHOHWXVUHFDOOWKHWKHRU\
RI YHUWLFDO UHVWUDLQWV 7KH+DUYDUG VFKRRO TXDOL¿HG WKHP DV DZD\ WR VWUHQJWKen the producer’s monopolistic power on a related market. The antitrust cases
used the approach of unlawfulness of agreements restricting competition per se.
The authors of the Chicago school have demonstrated that exclusive contracts
cannot restrict market entry and therefore market competition. A number of later
(Post-Chicago) models show that the restriction of competition by vertical restrictive contracts is not an inevitable consequence but is nevertheless quite possible under certain circumstances.
From the perspective of the Post-Chicago approach, there are many agreements
and actions, the effect of which does not allow their lawfulness or unlawfulness to
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be presumed. An in-depth analysis of the conditions and expected consequences
of the use of agreements is needed. From the perspective of the Austrian school,
that approach is based on excessively optimistic attitude to obtaining and quali¿HGXVHRINQRZOHGJHLQGHFLVLRQPDNLQJ7KLVSDUWLFXODUSRVVLELOLW\LVGRXEWHG
E\WKH$XVWULDQV7KHUHLVDFRQÀLFWRILQWHUHVWIRUHDFKSDUW\LQWKHLQWHUSOD\RI
research programs. The reason is almost self-evident: the evaluation of opportunities to explain and predict depends crucially on the assumptions and tools
implemented. This is the real challenge to overcome.
7. Conclusion
The answer to the question in the paper’s headline is in fact the answer of
DQ ³LQIRUPHG RSWLPLVW´ ¿UPV¶ 6&$ DUH FORVHO\ UHODWHG WR G\QDPLF FDSDELOLties, which in turn are necessary conditions for success in competition as a proFHVV 7KLV LV WKHFDVH EHFDXVH LGHQWL¿FDWLRQ DQG H[SORLWDWLRQ RI QHZ RSSRUWXnities for business is in fact another aspect of the discovery of new resources
LQWKH'&7VHQVHDVZHOO DQGWKHGLVFRYHU\RIQHZZD\VWRXVHIDPLOLDUUHsources. At the same time, the closeness of the fundamentals of the two theories
LV QRW VXI¿FLHQW IRU WKHLU PHUJHU DFFRUGLQJ WR WKHSULQFLSOH RI VLPSOH FRPSOHPHQWDULW\$(±PDUNHW'&7±WKH¿UP7KHPDLQREVWDFOHLVVWLOOWKHGLIIHUHQFH
in conceptual frameworks.
7KHVLJQL¿FDQFH RI FRPSHWLWLRQ IRU HFRQRPLF GHYHORSPHQW LV QRW GLVSXWDEOH
IRU$( RU FRPSHWLQJ 1&( DQG QRZ²HVSHFLDOO\²1,( DV UHVHDUFK WUDGLWLRQV
Evolved and exploited dynamic capabilities are another side of competition in
WHUPV RI ¿UPV¶ DFWLRQV DQG LQWHUDFWLRQ 7KHUH LV DFRPPRQ XQGHUVWDQGLQJ RI
WKHQHHG WR SURWHFW FRPSHWLWLRQ +RZHYHU WKHFRPSHWLWLRQ SURWHFWLRQ PHWKRGV
XVHGLQWKHFRQWH[WRIWKRVHDSSURDFKHVGLIIHUVLJQL¿FDQWO\GXHWRVHULRXVGLIIHUences in the operational and conceptual interpretation of competition. At the same
time, these methods are not invariant to content and ways to develop relevant
dynamic capabilities.
According to AE, relevant information is generated and transferred precisely
within the framework of competition as a process and is not available ex ante for
agents, even for very experienced ones. In practice, this means that it is impossible
to functionally use something that turns out to be an unforeseen and unintended
result of interaction for the purposes of explaining an economic agent’s conduct.
This is why it is inexpedient to consider competition on the basis of models where
SULFLQJDQGRXWSXWGHFLVLRQVDUHPDGH7KHUHLVDQLPSRUWDQWLPSOLFDWLRQIRU'&7
LQWKHIRUPRIDTXHVWLRQZKHWKHUWKLVIDFWLVVRPHKRZUHÀHFWHGLQRUJDQL]DWLRQDO
FDSDELOLWLHVWRDGDSWDQGRULQÀXHQFHDORFDO UHJXODWRU\ HQYLURQPHQW
To understand the content of competition from the perspective of AE, it is important to see the demarcation line between ignorance and knowledge, how it
changes and how (or whether) differences in peoples’ alertness ensure the movement of the economic system toward equilibrium. Unexpectedness, unpredictability of particular competition results, both for politicians and for market actors themselves, are necessary conditions for skepticism of the very possibility
WRSUHGLFWSURGXFWWHFKQRORJLFDODQGRUJDQL]DWLRQDOFKDQJHVLQGHWDLO+RZHYHU
WKLVGRHVQRWPHDQDQDEVHQFHRIRSSRUWXQLWLHVWRGHYHORSDQGVWXG\¿UPVSHFL¿FFDSDELOLWLHVWRLQLWLDWHDQGVXVWDLQWKHVHFKDQJHVDVDZD\WRHQVXUH6&$
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In the world of structural uncertainty, dynamic capabilities might demonstrate
advantages over capabilities that are in fact pseudo-dynamic.
+HQFHWKHUHLVVNHSWLFLVPFRQFHUQLQJWKHSRVVLELOLW\RIHQIRUFLQJQRUPVWRSURtect competition by the state, on the one hand, and skepticism regarding opportunities to explain in advance and in detail the particular content of SCA in the system
RI³YDOXHFUHDWLRQ²GLVWULEXWLRQ UHQWVHHNLQJ ´FRRUGLQDWHV7KLVVNHSWLFLVPLV
fully relevant for antitrust regulation as well. NIE, in turn, sees fewer grounds for
government intervention under the pretext of restrictions of competition by market
SOD\HUVFRPSDUHGWRWKH+DUYDUGVFKRRODVWKHEDVLVIRUDSSO\LQJDQWLWUXVWOHJLVODtion, but does not fully deny antitrust policy opportunities. This is the fundamental
difference between AE and NIE regarding the possibilities of competition policy.
The comparison of AE with NCE and NIE shows the difference in the views
on the limits of the permissible in the activity of the government. For some type
RIFDVHVWKHLQH[SHGLHQF\RIJRYHUQPHQWLQWHUYHQWLRQLVSUHVXPHG2QHH[DPSOH
is block exemptions as a particular form of the rule of reason. For other cases this
presumption becomes imperative. It is for the reason of much greater proximity
between AE and NIE as opposed to NCE that we might expect dramatic discussions of the details of both competition and antitrust policy between the NIE and
AE strands of economic thinking.
Antitrust policy is not an exception among other manifestations of government
activity criticized by AE. Is this position regarding competition and antitrust policy a matter of faith or knowledge based on experience? The answer is as simple
DVFRQGXFWLQJDGHFLVLYHH[SHULPHQW IROORZLQJ,PUH/DNDWRV IRUWKHSXUSRVHRI
establishing truth in rivalry of different research programs. In all likelihood, from
the positive theory perspective, these approaches do not compete at all, because
WKH\H[DPLQHGLIIHUHQWLVVXHV+RZHYHUHYHQLIWKLVLVWKHFDVHGLUHFWFRQWUDGLFtions in the regulatory sphere, especially in the normative context, are not only
unavoidable but mostly evident.
Further discussion of the differences in the understanding of dynamic capabilities, competition, competition policy frameworks and possibilities of different research programs envisions the solution of an important methodological problem.
In fact, this problem was highlighted at the very beginning of the article: a simpli¿HGXQGHUVWDQGLQJRIWKHHVVHQFHRIFRPSHWLQJFRQFHSWVFUHDWHVWKHJURXQGVIRU
discussion not with real intellectual opponents, but with phantoms on all sides
of the discussion'HEDWLQJHDFKSDUWLFXODUSUREOHPLWLVQHFHVVDU\WRDJUHH RU
DW OHDVW FODULI\ WKHUHVLGXDO GLIIHUHQFHV  RQ WKHFRQFHSWV XVHG DQG WKHLU GH¿QLWLRQV²LI QRW IURP DQRUPDWLYH SHUVSHFWLYH WKHQ DW OHDVW IURP DSRVLWLYH RQH
,WDOVREHFRPHVDFKDOOHQJHIRUWKHPHWKRGRORJ\RIHFRQRPLFVWR¿QGWRROVDQG
ways to transform the dialogue between the blind and the deaf to a dialogue between those who possess the power of speech and sight.
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