Microsoft's EU court battle  
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	Introduction

The European Commission has fined US computer giant Microsoft for defying sanctions imposed on it for anti-competitive behaviour. 

Microsoft must now pay 899 million euros ($1.4bn; £680.9m) after it failed to comply with a 2004 ruling that it took part in monopolistic practices. 

That comes on top of the 497m euros it was fined in March 2004 and a further 280.5m euro fine imposed in July 2006. 

But as both sides know, more than money is involved in this conflict. 
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What are the main issues at stake here? 

Microsoft abused its virtual monopoly in the computer world to muscle out smaller rivals, especially those that make media players and software for servers. At least, that's the finding of the European Commission's competition watchdog. 

Back in 2004, the commission fined Microsoft and forced it to offer a version of its Windows operating system without Microsoft's own media player. 

The company was also told to give rivals more information about how Windows works, so they can make their own software integrate better with the operating system that runs some 90% of the world's computers. 

Microsoft agreed, but imposed a high royalty rate on the information, saying it was charging for the innovation involved. 

The Commission decided that the rate - initially set at nearly 3% of the licensee's product revenues - was unjustified. 

That wrangle lasted until October 2007, when the company agreed to reduce the royalty rates. This latest fine is intended to punish Microsoft for non-compliance with the EU ruling up to that time. 

For the Commission, this has been the granddaddy of all anti-trust cases. The latest fine is a record for a single company, imposed as what EU Competition Commissioner Neelie Kroes calls "a reasonable response to a series of quite unreasonable actions". 

Why has the Commission been so determined to pursue this? 

Quite simply, both sides have fought this battle tooth and nail. 

Microsoft refused to accept the 2004 ruling, taking its case to the European Union's Court of First Instance on appeal. However, the court upheld the original decision in September 2007. 

For its part, the Commission was furious at what it took to be foot-dragging by Microsoft. 

Ms Kroes said Microsoft was "the first company in 50 years of EU competition policy that the Commission has had to fine for failure to comply with an anti-trust decision". 

A number of Microsoft rivals - Oracle, Sun Microsystems, Nokia and IBM among them - had complained to the European Commission that Microsoft was reluctant to share its software code. 

If they were not told in more detail how Windows worked, they argued, it would be impossible for them to compete with their own software. 

Ms Kroes said Microsoft had continued to "abuse its powerful market position" after March 2004 and "continued to stifle innovation by charging other companies prohibitive royalty rates for the essential information they needed". 

Why did Microsoft keep on fighting? 

The company argued that it was entitled to protect its intellectual property. Just because it was big and successful, that did not mean it should have to share all its secrets and innovations with rivals. 

The company said it had followed all the rules, and that the commission had "erred" in applying them. 

If the Commission succeeded, said Microsoft, consumers would suffer, because there would be fewer incentives to innovate. 

Furthermore, consumers demanded "bundled" solutions - all-inclusive software packages that feature basic things such as media players - and did not want the pain of having to download or buy everything separately. 

Microsoft now says it is "reviewing the Commission's action", but appears to consider this to be the end of the matter. 

"The Commission announced in October 2007 that Microsoft was in full compliance with the 2004 decision, so these fines are about the past issues that have been resolved," the firm said in a statement. 

Is Microsoft right in thinking that all the issues have been resolved? 

Not necessarily. Last month, the Commission said it was mounting two new anti-competition investigations into Microsoft's business dealings. 

The first will look at whether Microsoft unfairly ties its Explorer internet browser to its Windows operating system. 

The other will look at the interoperability of Microsoft software with rival products. 

The latest inquiries come after complaints from Norwegian company Opera and a pan-European software makers' group, the European Committee for Interoperable Systems. 

DISPUTE TIMELINE 

1. March 2004: EU fines Microsoft 497m euros and orders it to release key Windows code to rival software developers

2. September 2004: Microsoft tries to have the ruling temporarily suspended

3. April 2006: Microsoft appeals the ruling in the European Court of First Instance

4. September 2007: Microsoft loses its appeal

Below is a selection of your comments: 
Why should Microsoft have to pay fines for something like this? All manufacture and trade is competition whether you want to accept it or not. If you fine Microsoft for competition then you have to fine every company and firm in Europe for competing with other companies and trying to be better than them. Some are always going to be better and you can't stop it from happening. 
Elias Lammi, Vammala, Finland 

Last time I checked Microsoft was worth somewhere in the region of $350bn, so a fine of $1.3bn is nothing; it's less than 0.3% of their overall wealth and hardly a deterrent. Should the EU feel the need to do this again, they should strive to impose a fine that has a more noticeable effect on the company's turnover. Something that would make the board members and share holders sit up and take notice.
Stephen Sweeney, London 

Microsoft have every right to compete the way they want. If they reveal the key window code, how can they sustain competitiveness. Did any other company teach them the code? No, it is one of the rare resource, where others failed in acquiring such ideas and intellectual capital. I hope EU is not going to fine Microsoft for not helping its competitors to acquire working culture which embedded down the company.
zubair, Melbourn/Australia 

Not enough. Microsoft has been getting away with uncompetitive behaviour for far too long. They should no longer be allowed to sell any product without publishing every line of source code.
Brian Beesley, UK 

I think it is a bad ruling because Microsoft is being charged for not sharing their OWN code they wrote. Microsoft has every right not to share what they wrote. There's many other platforms out there for companies to write code for. There are many alternatives to web browsers and media players to download off the internet to begin with, so I don't see how this is a problem.
Nathan Vorgang, West Lafayette, IN, USA 

	Q&A: Microsoft's EU court battle 
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US software giant Microsoft - fined millions of euros by the European Commission two years ago - has its day in court at last - at the European Union's Court of First Instance. 

What's all this about? 

Microsoft has abused its virtual monopoly in the computer world to muscle out smaller rivals, especially those that make media players and software for servers - at least that's the finding of the European Commission's competition watchdog. 

Back in 2004, the commission fined Microsoft 497m euros (£343m, $615m) and forced it to offer a version of its Windows operating system without Microsoft's own media player. 

The company was also told to give rivals more information about how Windows works, so they can make their own software integrate better with the operating system that runs some 90% of the world's computers.  But it's not just money and Microsoft's reputation that are at stake.  For the Commission this is the granddaddy of all anti-trust cases. 

The EU's competition watchdog has suffered a string of defeats in court recently. If it loses the Microsoft case, its credibility could be undermined for good. 

Wait, wasn't this about more than just media players and servers? 
Microsoft and the European Commission are quarrelling over two separate cases. The charges now discussed in court were first brought many years ago.   But in February this year, a number of Microsoft rivals - Oracle, Sun Microsystems, Nokia and IBM among them - complained to the European Commission that Bill Gates' company was dragging its heels over sharing its software code.  If they are not told in more detail how Windows works, they argue, it is impossible for them to compete with their own software. 

At the end of March the Commission held the first in a series of hearings in that new case. 

What does Microsoft have to say for itself? 

The company strongly denies the charges brought by the European Commission.  Just because a company is big and successful, says Microsoft, it should not have to share all its secrets and innovations with rivals.  The company says it has followed all the rules, and that the commission has "erred" in applying them.  If the Commission succeeds, says Microsoft, consumers would suffer, because there would be fewer incentives to innovate.  Furthermore consumers demand "bundled" solutions - all-inclusive software packages that feature basic things like media players - says Microsoft, and don't want the pain of having to download or buy everything separately. 

So when will we get a verdict? 
Not for a long time.  The arguments from Microsoft and the Commission will be heard by a 13-judge court, which has set aside a whole week for the case.  The diaries have also been cleared for Saturday, just in case the hearings overrun. 

But don't expect a quick ruling. Experts say a verdict will come towards the end of the year at the earliest, and may well have to wait until 2007. 

Haven't the Americans got it in for Microsoft as well? 
Yes, they have. Or at least they had. 

Six years ago a US Federal judge ruled that Microsoft had abused its market dominance and should be broken up. 

Microsoft appealed and much of the original ruling and sentence were thrown out - but the company was still found guilty of monopolistic behaviour. 

For now the US authorities are not on Microsoft's back. 

However they have started asking questions about the scope of the company's new operating system, Vista, which is due to be rolled out from later this year. 

Ah, the much-delayed Windows Vista. What's the problem here? 
It could be the return of the son of court cases past. 

Bundling" is yet again the issue. As Microsoft develops and improves its software, it adds more and more features. 

Fine for the consumer, but a pain or even devastating for rivals that specialise in filling the niches not yet occupied by Microsoft. 

Giving developers of rival products enough information on how Vista works will be another issue. 

Sure, Microsoft's behaviour is probably not that much different from that of other commercial software developers, say Apple, SAP or Oracle. 

But unlike its rivals Microsoft dominates its market. 

If you have a virtual monopoly, you also have special obligations, at least that's the view of competition watchdogs. 
	
	


	Brussels poised to fine Microsoft 

	[image: image2.jpg],fﬁ
RS 7|




Microsoft says it is working hard to meet Brussels's demands

The European Commission is ready to impose a fine of 2m euros ($2.5m; £1.4m) a day on Microsoft. 

The Commission is expected to rule that Microsoft has failed to fully implement its 2004 antitrust decision. 

Under the ruling, Microsoft had to supply rivals with information about its Windows operating system. 

On Monday, Microsoft said it had begun to provide the information Brussels had demanded, but the Commission has signalled the company acted too late. 

In December, Brussels informed the software giant that it had failed to comply with the original ruling it issued in March 2004. 

At the time of the warning, the Commission said Microsoft would face fines of up to 2m euros a day if it did not comply immediately. 

Illegal 

As Microsoft has taken a further six months to begin handing over information, experts believe the Commission will take the view that the firm has been acting illegally since the warning. 
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Microsoft

Brussels is currently preparing a draft ruling that will be presented to national competition authorities on Monday, while an official ruling is expected on 12 July. 

But in a statement the US giant said it had been "working hard" to meet the Commission's demands. 

It added it expected to submit more information on 30 June and 18 July. 

"Given that the technical engagement is producing results and that Microsoft has complied fully with every instruction given by the Commission and the Trustee, any fine would be unjustified and unnecessary," it said. 

Historic case 

Under the landmark 2004 decision, Brussels found Microsoft was abusing its market leading position in the desktop software market to stifle competition. 

The US group was then fined 497m euros ($613m; £344m) and ordered it to change how it sells its Media Player software. Brussels also ordered Microsoft to provide rivals with enough information to develop software that could run as smoothly as its own on servers running Microsoft's Windows operating system. 

Since then, Microsoft has been involved in a legal tussle with the Commission about the information with its lawyers claiming that the Commission is forcing it to divulge valuable trade secrets. 
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Microsoft is accused by EU again  

The EU and Microsoft have clashed several times over the years 

The European Commission has accused Microsoft of harming competition by bundling its Internet Explorer browser with its Windows operating system. 

The commission said it had reached the preliminary view that the US software giant had undermined consumer choice and infringed EU rules. 

Microsoft and the European Union have engaged in legal battles over competition issues for years. 

Last year, the EU fined Microsoft 899m euros ($1.4bn; £680.9m). 

Browser battle 

In its statement on Friday the Commission said: "Microsoft's tying of Internet Explorer to the Windows operating system harms competition between web browsers, undermines product innovation and ultimately reduces consumer choice." 

Microsoft said that it was studying the commission's preliminary finding, and did not rule out requesting a formal hearing. 

It has been given eight weeks to reply. 

The US software firm controls the majority of the web-browsing market through its Explorer browser. 

Analysts say the company has diversified enormously and is now no longer so reliant on its Windows operating system, with revenue coming from Xbox sales and server software. 

In February 2008, the EU fined Microsoft 899m euros for defying sanctions imposed on it for anti-competitive behaviour. 

The penalty - which was then one of the largest imposed by the European Commission - came after Microsoft failed to comply with an earlier 2004 ruling that it had abused its market position. 

