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A s a body of public policy thought, antitrust is con-
cerned with the competitive consequences of con-
duct by organizations engaged in exchange. Its prin-

ciples and doctrine ensure that exchange is conducted in a
way that benefits from the incentives and discipline of a
competitive marketplace. From an antitrust perspective,
safeguarding competition yields a well-functioning and
prosperous economic system. Competition is considered the
best means of eliminating excess profits; efficiently allocat-
ing resources; forcing firms to produce quality goods at the
lowest costs, in amounts consumers want; and stimulating
innovation to enhance the overall welfare of consumers
(Shenefield and Stelzer 2001, p. 13).

Antitrust's Economic Foundations
Modern antitrust relies extensively on microeconomics, par-
ticularly price theory, to understand competition and the
nature of exchange. Although the Supreme Court has not
endorsed an economic interpretation of antitrust's principle
concept, consumer welfare, a largely economic approach to
antitrust has been adopted by the federal agencies and most
courts. Advocates of an economic approach contend that
consumer welfare should be conceived of as "economic
efficiency" (Bork 1993). According to these advocates, the
careful definitions and parsimonious logical structure of
economics yields the required intellectual rigor for under-
standing competitive behavior and for evaluating practices
that jeopardize economic efficiency.

Although many scholars and policymakers endorse an
economic view of consumer welfare, the nature of economic
theory best suited to inform antitrust is currently under
debate (Jacobs 1995; see also Peritz 2002). Two schools of
thought dominate this debate (see Gundlach 2001).

Chicago School of Antitrust
The Chicago School holds to the core belief that markets, by
their nature, tend toward efficiency and that market imper-
fections are generally transitory in nature and, for the most
part, self-correcting (Posner 1979). Adopting assumptions
that refiect this view and working from a model of perfect
competition originating in neoclassical price theory, much
of the competitive conduct that poses ambiguous implica-
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tions for the welfare of consumers is considered the mani-
festation of efficient market behavior. The consequences of
the Chicago School for antitrust are to provide clarity in the
administration of antitrust and rationalize antitrust enforce-
ment. By defining behavior purely in terms of output and
price, enforcement authorities and the courts are viewed to
be equipped with simple and objective tests for thoroughly
detennining the effect of marketplace conduct on consumer
welfare. Whereas expanded output and lower prices are con-
sidered to enhance consumer welfare, restraints on output
and higher prices are considered to diminish consumer
welfare.

Post-Chicago School of Antitrust
In contrast to the Chicago School, proponents of the post-
Chicago School view markets as largely imperfect with
market failures not necessarily self-correcting (Baker 1989;
Hovenkamp 1985). According to this school of thought,
firms can and do take advantage of market imperfections
that lead to inefficient outcomes. This thinking extends from
progressive changes in the field of industrial organization
economics (Jacobs 1995). During the 1980s, focus shifted
from industry structure, conduct, and performance for
understanding competition to the study of strategic behavior
by firms in imperfectly competitive markets. A host of new
approaches for analyzing central antitrust questions informs
this new generation of thought (Ordover and Saloner 1989).
These approaches go beyond simple price theory to include
game-theoretic and other perspectives for explaining firm
behavior. Together, they refiect a very different view of
human nature, firm behavior, and efficiency of the market-
place (Porter 1991). In contrast to the Chicago School, mar-
ket imperfections, such as information asymmetry, are con-
sidered a pervasive and durable phenomenon. Such
imperfections corrode market efficiencies over time and are
employed by strategic firms to accentuate, perpetuate, and
exploit their market position and, at times, hamper compet-
itive balance (Baker 1989; Kapiow 1985). The resultant
belief is that antitrust enforcement must be more active,
through heightened scrutiny of a wider range of marketplace
conduct to ensure consumer welfare (Ross 1992).

Consequences for Antitrust Practice
The key differences between the Chicago School and the
post-Chicago School pose contrary implications for antitrust
practice (Hovenkamp 1985). Under the Chicago School, the
generally simple principles of neoclassical price theory offer
a coherent set of explanations that can be easily applied by
the courts. These simple principles, however, have been
increasingly challenged on the grounds that they do not
reflect the reality of the marketplace. Alternately, the more
complicated models of the post-Chicago School are argued
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to be more comprehensible, but admitted to be more com-
plex in their methodology (Arthur 1994).

Emergence of Antitrust as an
Interdisciplinary Field
A growing view is that contributions from other disciplines
may further extend antitrust's development (Gundlach
2001). In itself, the post-Chicago School of antitrust reflects
a growing understanding of the breadth of theory applicable
to antitrust. Scholars from various fields have increasingly
suggested that antitrust should recognize its interdiscipli-
nary foundations (Scheffman 1996). These scholars contend
that additional knowledge beyond economics is required to
address the complexities of competitive conduct, from
sources such as the other social sciences, the humanities,
and traditional legal analysis (Geria 1985, Sullivan 1977;
see also White 2002).

Several recent events suggest a movement toward
antitrust as an interdisciplinary field. For example, begin-
ning in Eastman Kodak Company v. Image Technical Ser-
vices Inc. (1992), the Supreme Court announced rules that
required a more fact-based and empirical approach to
antitrust, versus the simplified methodology and deductive
approach of the Chicago School. Similarly, in Brook Group
Ltd. V. Brown and Williamson Tobacco Corporation (1993),
the Supreme Court again announced its requirement of a
more factually intensive approach to antitrust. Together,
these pronouncements suggested the beginning of the
Court's shift away from the abstract deductive generalities
of the Chicago School approach to the more open, fact-
intensive analysis promoted by the post-Chicago School
(Sullivan 1995). Decisions of the lower courts, though not
fully consonant, similarly reflect this shift. Beyond these
pronouncements and decisions, an increasing number of
high-profile cases brought by both the Department of Justice
and the Federal Trade Commission have also evidenced a
movement toward post-Chicago thinking and an interdisci-
plinary understanding of competition. Finally, a trend
toward the broadening of antitrust's academic foundations is
also detectable in the antitrust literature (Gundlach 2(X)1).

Marketing and Antitrust
Marketing is a key repository of knowledge that is capable
of contributing to the further development of antitrust. As an
offspring of economics, marketing provides a basis for
understanding how firms compete by studying the thinking
of managers and the motivations and purchase patterns of
consumers. As an academic discipline, one of marketing's
primary objectives is to describe and understand (and at
times predict) the manner in which firms and consumers
engage in exchange to meet individual needs and organiza-
tional goals.

Nature of Marketing
As applied in antitrust, the aggregate focus of industrial
organization economics encompasses the behavior of the
firm within the context of the larger market. Marketing as
the "science of exchange" complements this perspective by
adding emphasis on the individual actor (i.e., manager or
consumer). The marketing management process (i.e., analy-

sis, planning, implementation, and control) thus provides a
lens through which the fine-grained detail of transactions
between actors—as well as the behavioral nuances that take
place as part of the exchange process—can be viewed (see
also Gundlach and Phillips 2002; Sullivan 2002). For
antitrust, the complementary nature of marketing's empha-
sis on the actors provides a key basis for more fully under-
standing the nature of competitive conduct and the welfare
of consumers. The insights provided by joining these disci-
plines can capture the dynamic efficiencies that characterize
a vibrant, innovative economy (see also Foer 2002).

Call to Research
Although some antitrust stakeholders have recognized the
benefits of integrating insights from marketing into the dis-
cipline of antitrust, this progression remains in the early
stages. In this regard, a key design objective for Notre
Dame's Workshop and Conference on Marketing Competi-
tive Conduct and Antitrust Policy was to begin integrating
these fields. During the final session, participants brain-
stormed to identify research opportunities for the integration
of marketing insights into antitrust and to chart a course for
further research. The interaction of members from both the
antitrust community and the marketing discipline led this
session to be particularly fruitful. The research opportunities
generated by employing the analytic model for antitrust
analysis as an organizing framework (see Shenefield and
Stelzer 2001, pp. 30-36) are briefly described next.

Consumer Welfare: Economic Efficiency and
Beyond
Consumer welfare, the key variable of interest in antitrust, is
considered by many antitrust stakeholders to be conceived
exclusively in terms of static economic efficiency and more
particularly allocative and productive efficiency (for a
review, see Hovenkamp 1999, pp. 74-76 ). One benefit of
defining consumer welfare narrowly and in efficiency terms
is that it permits the application of a unified and parsimo-
nious theory (e.g., neoclassical price theory) to the impor-
tant questions of antitrust. However, some scholars in
antitrust have called for conceptions of consumer welfare
that explicitly include a dynamic view of competition and,
in particular, benefits extending from innovation (e.g., Sul-
livan and Grimes 2000, p. 602). Furthermore, others con-
tend that, beyond efficiency (both static and dynamic effi-
ciency in the form of innovation), consumer variety and
choice are also important dimensions of consumer welfare
(e.g., Averitt and Lande 1997; see also Guiltinan 2002; Petty
2002).

Although modern marketing can be both macro and micro
in its perspective, it tends to focus on the welfare needs of
individual consumers as opposed to consumers in the aggre-
gate. A key question is. How will the insights gleaned from
the disaggregate perspective help further antitrust's under-
standing of consumer welfare at the aggregate level?
Another key question extends from the debate in antitrust
surrounding the strictly efficiency-based perspective of con-
sumer welfare, versus a more broadly conceived notion of
consumer welfare. Given the existing efficiency-based con-
ceptions of consumer welfare, could marketing provide use-
ful insights to better understand allocative and productive
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efficiencies? Beyond economic efficiency, could marketing
be helpful in identifying and understanding the importance
of other dimensions of consumer welfare? What opera-
tionalizations could be developed? In this regard, the atten-
dees identified the conception and operationalization of con-
sumer welfare as rich areas of opportunity and proposed
stakeholder analyses from marketing and strategic manage-
ment areas as a potential basis for structuring and examining
the nature of consumer welfare (see Hawker 2002).

Market Definition: The Relevant Arena of
Competition
A relevant market in antitrust defines the competitive arena
in which questions regarding consumer welfare are both
posed and answered. The determination of the relevant mar-
ket is critically important in the antitrust process, because it
affects the assessment of whether a firm competing in the
market possesses the ability to reduce competition and
therefore harm the welfare of consumers. A more widely
defined market, containing a greater number of competitors,
dilutes this potential, as the competitor's contributions to
competition are more broadly distributed. A more narrowly
defined market, containing few competitors, concentrates
this distribution and therefore enhances the competitor's
potency in relation to competition (for a review, see Sullivan
and Grimes 2000, pp. 61-65). Defining the relevant market
in antitrust involves attempting to understand the reasonable
interchangeability and the actual substitution of competi-
tor's goods and services by consumers (Shanefield and
Stelzer 2001, p. 31). Given antitrust's reliance on price the-
ory, extant approaches in antitrust tend to focus on consid-
erations of interchangeability and substitution from the per-
spective of price and more particularly price elasticity of
demand (Sullivan and Harrison 1998, pp. 30-31). Other
nonprice related factors are also considered, but if the price
data are available, emphasis is given to price (see Hov-
enkamp 1999, p. 126).

Given the consumer focus of market definition and mar-
keting's long-standing emphasis on understanding con-
sumers, a key question is whether a better understanding
could be obtained through the application of marketing
insights. What marketing insights seem most relevant?
What roles does marketing play in the consumer decision
process? For example, does marketing itself influence con-
sumers' perceptions in relation to the products they might
consider as interchangeable or as substitutes? What implica-
tion accompanies the distinction of consumers perceiving
product substitutes in terms of the functional and nonfunc-
tional benefits (see Kotler 2003, p. 11)? This vigorous dis-
cussion generated many ideas, and market definition was
considered another area in which marketing's contributions
to antitrust may be particularly beneficial.

Market Power: The Ability to Reduce
Competition
Market power in antitrust is defined as the ability of a com-
petitor to profitably raise price above competitive levels in a
defined market and is intended to refiect the more general
concept of the ability to reduce competition (Hovenkamp
1999, p. 79). In this sense, the assessment of market power
serves as a basis for understanding whether a competitor
possesses the threshold ability to harm competition and

potentially injure consumer welfare. The assessment of mar-
ket power therefore is an important aspect of antitrust's ana-
lytic process. The sources of potential market power in
antitrust have mainly been conceived of in terms of the abil-
ity to reduce competition that arises from resource concen-
tration in a defined market and, more particularly, the dom-
inance of a single competitor (or group of competitors
acting together) in the market (Sullivan and Harrison 1988,
p. 27). For this reason, unilateral activity such as monopo-
lization and collusion, in the form of conspiracy or extend-
ing from merger, is of particular interest in antitrust.
Another source of potential market power now being con-
sidered in antitrust is the ability to reduce competition that
arises from information asymmetry. Extending from an
understanding of competition as a dynamic process, infor-
mation asymmetries are potentially exploitable in ways that
enable a firm to exercise market power.

Marketing possesses a long history of focus on and study
of the nature of power in exchange, including sources of
power, power as a concept, and the exercise of power and
interdependence and their implications in exchange rela-
tionships (e.g., Frazier and Rody 1991; Gaski 1984;
Geyskens, Steenkamp, and Kumar 1999; Gundlach and
Cadotte 1994). Could such an understanding in marketing
be brought to bear on an understanding of market power in
antitrust? Could other sources of power be identified that
would have relevance to antitrust? Given the potential
impact of market power on a competitive marketplace, the
participants considered this area a priority for further
research in antitrust.

Competitive Conduct: Horizontal and Vertical
Behavior in Exchange
Antitrust contemplates the exercise of market power and its
implications for consumer welfare in terms of both horizon-
tal (e.g., competitive) and vertical (e.g., distribution)
exchange conduct. Horizontal conduct has the potential to
affect competition directly because it involves competitors
and is generally well understood. However, vertical con-
duct's potential impacts on consumer welfare are less
understood. For example, in regard to vertical relationships,
the consumer welfare implications of the upstream channel
member's power over the downstream member are well
understood. However, the reciprocal relationship (when the
downstream channel member holds and exercises power
over its upstream suppliers) is not as well-developed. His-
torically, the locus of power in distribution relationships was
held by manufacturers and other upstream channel suppli-
ers, but more recently, power has shifted to the downstream
channel members. Some slotting practices are indicative of
this power shift (Bloom, Gundlach, and Cannon 2000; see
also Balto 2002; Wilkie, Desrochers, and Gundlach 2002).

As a discipline, marketing relies on the marketing man-
agement process (i.e., analysis, planning, implementation,
and control) to produce competitive exchanges of superior
customer value (Bagozzi 1975; Houston and Gassenheimer
1987). Indeed, marketing's most famous axiom, the market-
ing concept, holds that the key to being successful in satis-
fying customer needs and organizational goals is to use the
marketing process to deliver customer value more effec-
tively than competitors do (Kotler 2003, p. 9). Could this
orientation provide insights for antitrust's understanding of
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competitive conduct? Wtiat particular insigtits coutd prove
to be hetpful for enrictiing antitrust's understanding of com-
petitive conduct overatl? With respect to horizontal con-
duct? Vertical conduct? Conduct by upstream channel mem-
bers? By downstream channel members? Could a marketing
understanding provide a basis for identifying new forms of
conduct not yet known to antitrust? Given marketing's
deeper understanding of channels and interorganizational
relationships, the discussants believed that antitrust could
benefit from marketing's understanding of interfirm rela-
tions and study of vertical marketing systems.

Welfare Implications: The Consequences of
Competitive Conduct for Consumer Welfare
The key analytic challenge in antitrust involves understand-
ing the linkage of competitive conduct to consumer welfare.
Relying on efficiency-based conceptions of consumer wel-
fare and the principles of neoclassical price theory, antitrust
focuses mainly on output and its obverse price to understand
the implications of competitive conduct. Although addi-
tional considerations attend this inquiry, assessments of out-
put and price provide a straightforward approach for assess-
ing consumer welfare in terms of economic efficiency.
Conduct that results in a reduction of output (and, therefore,
higher prices) in a defined arena of competition, with barri-
ers to entry and without sufficiently offsetting and com-
pelling efficiencies, is deemed anticompetitive.

From this perspective, a key question is whether insights
from marketing can enhance antitrust's approach to under-
standing the implications of competitive conduct for con-
sumer welfare. Furthermore, within the context of consumer
welfare, can marketing insights enhance the understanding
of the efficiencies and inefficiencies of competitive con-
duct? Can marketing enhance antitrust's understanding of
the link between consumer welfare and allocative effi-
ciency? Productive efficiency? Can marketing help identify
the nature of and quantify the losses in consumer welfare
from allocative inefficiencies? The nature and gains in con-
sumer welfare from productive efficiencies? The discus-
sants also stated that marketing's deep and rich literature in
the behavioral aspects of pricing could supplement many of
the currently held economic assumptions used for under-
standing consumer welfare.

Remedies: Ensuring and Restoring Competition
and Consumer Welfare
Remedies serve two functions in antitrust. First, they
attempt to restore competition and consumer welfare to a
standard that existed before any reduction and damage. Sec-
ond, they ensure that competition and consumer welfare are
not reduced or undermined by future conduct. Remedies can
involve divestitures in the context of merger enforcement or
punitive monetary and/or nonmonetary requirements and
sanctions stemming from litigation or administrative pro-
ceedings (Sullivan 1977, pp. 141-149). As part of the
antitrust process, the construction and implementation of
remedies are particularly important, because their poor
design or implementation can potentially cause more harm
than the conduct they are intended to address. Remedies
require a comprehensive understanding of the nature of
competition and its relationship to consumer welfare in a
particular market. For this reason, many of the questions

identified previously for the other areas of the antitrust
process are also applicable to remedies.

Additional key issues include whether marketing and its
disaggregate understanding of competition and consumers
can enhance the understanding, design, implementation, and
management of antitrust remedies. Can marketing insights
assist in the identification of firms for divestitures in merger
evaluations? Can marketing assist in the understanding of
the likely consequences of a divestiture? Can a marketing-
based understanding of consumers help in constructing
consumer-based remedies? In addition to these topics, the
participants discussed how the contributions identified in
the previous sections could lead to additional insights to
antitrust's understanding of remedies.
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