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I. INTRODUCTION 

A. Description of Work and Summary of Conclusions 

1. I have been asked by counsel for the Commissioner of Competition 

("Commissioner") to evaluate certain business practices of Visa Canada Corporation \'Visa") 

and MasterCard International Incorporated ("MasterCard"), which impose restrictions on the 

terms upon which credit card network services can be supplied to merchants ("Merchant 

Restraints"). 

2. 

(a) 

(b) 

3. 

In particular, I have been asked to evaluate: 

Whether the Merchant Restraints influence prices upwards; and 

Whether the Merchant Restraints have an adverse effect on competition. 

As I explain in this report, I conclude that the Merchant Restraints influence 

upwards the price paid by merchants for credit card network services and that the Merchant 

Restraints have an adverse effect on competition. 

B. Qualifications and Experience 

4. I am the David McDaniel Keller Professor of Economics at the Booth School of 

Business of The University of Chicago. I received my A.B. in Applied Mathematics and 

Economics from Haivard University in 1972 and my M.S. in Operations Research and Ph.D. in 

Economics from the Massachusetts Institute of Technology in 1974 and 1975, respectively. 

have served on the faculties of the Law School and the Department of Economics at The 

University of Chicago and the Department of Economics at the Massachusetts Institute of 

Technology. I specialize in the economics of industrial organization. I am co-author of the book 

Modem Industrial Organization, a leading text in the field of industrial organization, and I also 

have published over 100 articles in academic journals and books. In addition, I am Co-Editor of 

the Journal of Law and Economics, a leading journal that publishes research applying economic 
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analysis to industrial organization and legal matters, serve on the Editorial Board of Competition 

Policy International, a journal devoted to competition policy, and serve on the Advisory Board of 

the Joumal of Competition Law and Economics. I have also served as an Associate Editor of 

the International Journal of Industrial Organization and Regional Science and Urban Studies, 

and on the Editorial Board of lntel/ectua1 Property Fraud Reporter. 

5. In addition to my academic experience, I served as Deputy Assistant Attorney 

General for Economic Analysis, Antitrust Division, U.S. Department of Justice from October 

2006 thmugh January 2008. I also served as a Commissioner of the Antitrust Modernization 

Commission, created by Congress to evaluate U.S. antitrust laws. I have served as a 

_ consultant to the Department of Justice and Federal Trade Commission on the Horizontal 

Merger Guidelines, as a general consultant to the Department of Justice and Federal Trade 

Commission on antitrust matters, and as an advisor to the U.S. Census Bureau on the collection 

and interpretation of economic data. 

6. I also am a Senior Managing Director of Compass Lexecon, a consulting firm that 

specializes in the application of economics to legal and regulatory issues and for which I served 

as President (of Lexecon) for several years. I have provided expert testimony before various 

U.S. state and federal courts, the U.S. Congress, a variety of state and federal regulatory 

agencies and foreign tribunals. 

7. Through my work at Compass Lexecon, I have extensive experience in the credit 

card industry. I have co-authored several articles on the economics of the credit card industry, 

and I have served as an expert witness in litigation involving the credit card industry in the 

United States, the United Kingdom and New Zealand, including: 

• On behalf of MoutainWest Financial in SCFC /LC, Inc. dlbla MountainWest Financial v. 
Visa U.S.A., Inc.; 

• On behalf of plaintiffs in the Visa Check/MasterMoney Antitrust Litigation; 

• On behalf of the U.K. Office of Fair Trading in the Matter of the Decision of the Office of 
Fair Trading dated 6 September 2005 No. CA 98105105 of 6 September 2005 in Case 
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CP/0090/00/S (MasterCard Multilateral Interchange Fee), Competition Appeal Tribunal 
(U.K.); and · 

• On behalf of the New Zealand Commerce Commission in New Zealand Commerce 
Commission, and DSE (NZ) Umited (and others) v Carcis NZLimited and others. 

B. A copy of my curriculum vitae, which describes my professional credentials, 

including my publications and prior testimony experience, is attached as Exhibit "A". The 

materials I relied on in preparing this report are listed in Exhibit "B". A copy of my 

acknowledgement of the Competition Tribunal's code of conduct for expert witnesses is 

attached at Exhibit "c~·. 

II. CREDIT CARD INDUSTRY BACKGROUND 

A. Payment Cards 

9. Retail transactions typically are made using a payment card 1 cash or cheques. A 

payment card is a generic description for any of a number of types of plastic cards that can be 

presented by a buyer (card holder) to a seller (merchant) in person, over the phone or through 

the Internet to pay for goods or services.1 
Often, a payment card is associated with a 

cardholder account that offers a line of credit, or contains cardholder funds (e.g., a checking 

account). 2 A "general purpose" card allows a cardholder to make purchases from a wide variety 

of merchants and merchant locations. In contrast, "proprietary" or "store" card programs are 

operated by individual merchants and can be used at a more limited number of locations (such 

as outlets for a particular chain of stores). Payment card transactions typically utilize a network 

that connects merchants to cardholder accounts maintained by card.issuing financial 

institutions. 

1. Some payment cards are available in fonns other than the familiar plastic rectangle, such as key fobs. 
2. However, some forms of payment cards - such as "gift cards" - are not associated with a cardholder 

account. 
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10. Payment cards come in a variety of types, including credit cards; charge cards; 

and debit cards. While all payment cards permit cardholders to make payments, different types 

of payment cards have different economic characteristics. For example, credit cards offer 

cardholders an optional "credit function" - that is, a cardholder has the option of paying for 

purchases over time. Typically, cardholders are charged interest from the date of posting or 

purchase if a pre-existing balance is carried over from the prior billing period, but there is an 

"interest-free period" between the purchase date and the statement due date if there is no prior 

balance. Visa and MasterCard each operate a network that processes credit card transactions. 

11. Charge cards (sometimes referred to as travel and entertainment, or "T&E", 

cards) do not offer a revolving credit function, but do offer cardholders an interest-free period 

between the time of purchase and the date payment is due. Examples of general purpose 

charge cards include the American Express Green, Gold and Platinum cards. For the purpose 

of my analysis, I will use the term "credit card" to refer to both general purpose credit and 

charge cards~ 

12. Debit cards allow a cardholder to make purchases from merchants or cash 

withdrawals from automated banking machines from funds maintained in a bank account. In 

Canada, virtually all debit card transactions involve the use of an "lnterac" debit card. 

B. The Visa and MasterCard Networks 

13. Visa and MasterCard each operate a network that transfers data and funds 

among its member banks for authorizing transactions and posting transactions to cardholder 

and merchant accounts maintained at those member banks. Visa and MasterCard also 

establish and enforce standards, protocols and rules governing card transactions and their 

member banks. 

14. Banks perform two different roles in the Visa and MasterCard networks. First, 

banks compete to issue payment cards to consumers. Each "issuer" or "issuing bank" chooses 

r-
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how to market its Visa payment cards (e.g., whether to offer a particular payment card to a 

particular consumer; how much to advertise Its payments cards), and the terms on which it 

provides payment cards - for example, member banks set the level of nannual feeH to charge a 

cardholder, the interest rate and other charges associated with using the credit function bf a 

credit card, and the level of "rewards" earned by using a payment carci.3 

15. Second, banks compete to offer "credit card network services" to merchants. 

Banks that perform this function are often referred to as "acquirers" or "acquiring banks". Banks 

also may outsource acquiring services to third-party processors, such as Moneris Solutions. 

For the purpose of my analysis, I do not distinguish between banks that offer acquiring services 

themselves and banks that offer that service through processors. 

16. Credit card network services supplied to merchants include arranging for the 

authorization and processing of payment card transactions; collecting the value of the 

transactions from cardholders' banks; reimbursing the merchant for those transactions; and may 

include providing equipment to merchants to facilitate the acceptance of payment cards (such 

as electronic terminals). Each bank that acts as an acquirer chooses the price it charges for 

credit card network services it offers to merchants - known as the "merchant discount rate" or 

"card acceptance fee" - and competes with other banks on the basis of the relatively small 

portion of card acceptance fees that acquirers receive. However, as I discuss later in this 

report, most of the card acceptance fee is determined by the Visa and MasterCard networks 

and cannot be reduced by an acquirer. 

17. In general, a payment card transaction on the Visa or MasterCard network can 

involve four primary economic actors in addition to the network - cardholder, merchant, issuing 

bank and acquiring bank. For this reason, Visa and MasterCard are sometimes referred to as 

3. Visa and MasterCard may prescribe certain characteristics of a payment card. For example, the Visa 
and MasterCard networks prescribe a minimum level of "rewards" for certain "premium" credit cards. 

i'-
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"four-party" payment systems. 4 However, for some transactions - referred to as "on-us" 

transactions - the issuing and acquiring bank are the same, and so only three parties in addition 

to the network are involved; 

c. Payments by Merchants and Cardholders for Visa and MasterCard Credit 
Card Transactions 

18. As I have discussed. merchants pay card acceptance fees for handling Visa and 

MasterCard credit card transactions. These fees are expressed as a percentage of the 

transaction amount (sometimes referred to as the "merchant discount rate"). The card 

acceptance fee reflects an "interchange fee" that Visa or MasterCard imposes on the acquiring 

bank and the acquirer's fee or margin, which reflects the acquirer's other costs and profits. I 

understand that the interchange fee typically represents at least 80 percent of card acceptance 

fees. 
5 

19. Visa and MasterCard rules require the payment of an interchange feefrom the 

acquiring bank to the issuing bank on transactions over their networks. Both networks establish 

schedules of "default" interchange rates that determine the interchange fee that applies to a 

4. In contrast, American Express is often referred to as a ''three~party" system (i.e., a cardholder, 
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20. Figure 1, below, .summarizes the flow of interchange and card acceptance fees 

for a hypothetical $100 Visa or MasterCard credit card transaction on which the interchange fee 

is 1.60 percent and the card acceptance fee is 2.00 percent. 7 As a result of the transaction in 

the figure, the merchant receives $98 and thus pays a total of $2.00 for accepting a payment 

card for this transaction (i.e., the merchant service fee is 2.00 percent of $100). The issuing 

bank retains the $1.60 interchange fee (i.e., 1.60 percent of $100), and so the acquiring bank 

only receives $98.40 from the network. From this amount, the acquiring bank deducts its fee, or 

"acquirer margin," of $0.40 from the $98.40 transferred to it by the issuing bank and transfers 

$98.00 to the merchant. Acquiring banks can compete on the basis of their acquirer margin, but 

do not have the ability to unilaterally change the interchange rate levied on any transaction. 

That is, an acquirer cannot unilaterally reduce the interchange fee, which accounts for the bulk 

of the acquirer's "costs" of providing credit card network services. 

Figure 1 

MEROiANT 
.. 

CARD HOLDER 
" PRODUCT 

"' "' 

. 

$98.00 $100. 00 

' " 

ACQUIRING BANK 
.. 

ISSUING BANK . 
$98.4() 

7. The numerical values I use in Figure 1 are for illustrative purposes only. The Visa and MasterCard 
networks also impose "network fees" on the issuing and acquiring banks. To simplify Figure 1, I have 
omitted network fees. 
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D. The Challenged Merchant Restraints 

21. Visa and MasterCard require firms acting as acquirers to impose the Merchant 

Restraints in their contracts to supply credit card network services to merchants;8 specifically, 

the following: (a) "ncrsurcharging" rules; (b) ''honour all cards" rules; and (c} "non-discrimination" 

rules. 

22. Rule 5.11.2 of the MasterCard Rules provides that merchants "must not directly 

or indirectly require any Cardholder to pay a surcharge or any part of any Merchant discount or 

any contemporaneous finance charge in connection with a Transaction." Similarly, the Visa 

Rules state as part of the General Prohibitions in Chapter 6 that merchants "must not add any 

surcharges to Transactions, unless local law expressly requires that a Merchant be permitted to 

impose a surcharge." 

23. Rule 5.8.1 of the MasterCard Rules requires merchants to "honor all valid 

[MasterCard] Cards without discrimination when properly presented for payment." The Visa 

Rules similarly state in Core Principle 6.2 that merchants "may not refuse to accept a Visa 

product that is properly presented for payment." 

24. Rule 5.11.1 of the MasterCard Rules provides that a merchant "must not engage 

in any acceptance practice that discriminates against or discourages the use of a [MasterCard] 

Card In favour of any other" brand of credit card that is accepted by that merchant. Although 

Visa does not appear to have a similar restriction in its Rul'es, any merchant that accepts Visa 

and MasterCard credit cards would be constrained in its ability to treat Visa and MasterCard 

credit cards differently by virtue of the MasterCard rule. 
9 

8. See MasterCard Rules, Rule 5.1 (MCW_CC8_00173940 at 00174046) and Visa International 
Operating Regulations Core Principle 6.4 "Merchant Qualification Standards" (GSSS5893_00001550 
at 00002001 and 00002002). 

d •1 1 - •• u· •·• •· • · ·1 • 
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25. On April 16, 2010, the Department of Finance issued the Code of Conduct for the 

Debit and Credit Card/ndu~try (''Code ofCqnduct"). I understand that Visa and MasterCard 

have adopted the Code of Conduct. Under the terms of the Code of Conduct, Visa ahd 

MasterCard must allow merchants to provide discounts to customers using one particular brand 

of credit card and are not required to offer that same discount for the use of all other brands of 

credit cards. For example, a merchant is allowed to offer a discount for any transaction using a 

MasterCard credit card, but not offer a discount for a transaction using a Visa credit card.
10 

26. Although the Code of Conduct requires the relaxation of certain Visa and 

MasterCard rules, the Code of Conduct does not address the Merchant Restraints. In 

particular, Visa and MasterCard are not required to allow merchants to surcharge credit card 

transactions. Also, under the terms of the Code of Conduct, both Visa and MasterCard can 

maintain their honour all cards rules as they relate to creditcards. 

HI. MARKET DEFINITION 

A. The Economic Approach to Market Definition 

27. A market can be defined as ''the competing products and geographic area in 

which competition occurs that determines the price for a given product.'11 This definition is 

consistent with the approach taken in the Canadian Merger Enforcement Guidelines ("MEGs").12 

I - - • Deb t and Credit Card Indus ry (http g cal O/da 0 _ 
eng.asp). That is, under the terms of the Code of Conduct, merchants are allowed to "discriminate" 
between Visa and MasterCard credit cards with respect to discounting. "Merchants will also be 
allowed to provide differential discounts among different payment card networks." 

11. Dennis W. Carlton and Jeffrey M. Perloff, Modem Industrial Organization, 4th ed. at 783. 
12. See http:l/www.competitionbureau.gc.ca/eic/site/clrbc.nsf/eng/03384.html. The MEGs use a 

"hypothetical monopolist tesr• to analyze market definition issues. See, for example, MEGs, 1f4.3 
('Conceptually, a relevant market is defined as the smallest group of products, including at least one 

-t . . . . ' 
product of the merging parties, and the smallest geographic area, in which a sole profit-maximizing . 
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28. In practice, it typically is difficult to draw precise market boundaries. It is 

importanfto note, however, that defining markets in a competition matter is not an end in itself ~3 

Instead, market definition is typically the first step in an analysis intended to evaluate an issue 

other than market definition. For example, in an economic analysis of the likely effects of a 

proposed merger, the ultimate question of interest typically involves evaluating whether the 

proposed transaction will lead to a substantial increase in price. To answer that question, it 

often is useful to first determine the markets in which the merging parties participate. 

Subsequent steps in the analysis may involve evaluating a variety of issues, including the 

market shares of the merging parties; number and size of competitors in that market; and the 

ease of entry into that market. 

29. Because market definition typically is only the first step of an economic analysis, 

markets in competition cases often are defined with reference to the competition question at 

issue in the particular matter at hand. In this case1 an ultimate question of interest involves the 

extent to which the Merchant Restraints have raised prices paid by merchants to accept Visa 

and MasterCard credit cards. A related issue is how the Merchant Restraints affect prices to all 

economic agents in the system, including consumers who use other methods of payment. 

Given the flow of payments that I have discussed, this is a more complicated question than the 

first, but I will show that a restriction on competition that raises merchants' costs is likely to harm 

at least some consumers. 

-.... , 30. Different products are in the same market if they are sufficiently good substitutes 

for\'.\ each oth~r from the per~pective of customers. In the context of this litigation - in which the , ·. ' . ~ 

claims relate to the effect of the Merchant Restraints on the amount paid by merchants for 

( ... continued) 
seller (a 'hypothetical monopolist') would impose and sustain a small but significant and non-transitory 
increase in price ('SSNIP') above levels that would likely exist in the absence of the merger."). 

13. See. for example, MEGs, ~3.2 ("The ultimate inquiry is not about market definition, which is merely an 
analytical tool - one that defies precision and can thus vary in its usefulness - to assist in evaluating 
effects."). 
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accepting Visa and MasterCard credit cards - the relevant customers are merchants that accept 

credit card transactions. Markets often are evaluated by determining whether a hypothetical 

monopolist of a particular group of products could profitably impose at least a "Small yet 

Significant and Non-transitory Increase in Price" above the relevant "but-for world" price. This 

approach is often referred to as the "SSNIP test"
14 

31. Suppose that the only two firms that manufacture product A propose to merge. If 

a hypothetical monopolist of product A would find it profitable to raise the price of product A by a 

·small yet significant amount - for example, five or ten percent - for a substantial period of time, 

then the availability of other products does not constrain the price of product A to its current 

level. In that case, product A is a market. If, instead, the hypothetical monopolist of product A 

would not be able to profitably increase price by a small yet significant amount for a substantial 

period of time-- because, for example, so many consumers would switch to producl B that the 

attempted price increase of product A is unprofitable - product A is not a market (i.e., the 

market includes at least products A and 8). 

32. In the context of the issues in this litigation, it is appropriate to apply the 

hypothetical monopolist test to credit card network services such as those provided by members 

of the Visa and MasterCard networks. This test evaluates whether a hypothetical moMpolist 

acquirer would be able to profitably set its fees to merchants five percent, for example, above 

the competitive level (Le., the level that prevails with multiple competing acquirers)~ 5 
Suppose 

that a monopolist acquirer of Visa and MasterCard credit card transaction processing raised the 

14. It may be inappropriate to use the current price as the "but-for" price when applying the SSNIP test to 
determine whether a single firm (or group of firms) has substantial market power - the ability to 
profitably set price above the competitive level. This inappropriate use of the SSNIP test is known as 
"the cellophane fallacy" in the economics literature because the U.S. Supreme Court committed this 
error in reaching the conclusion that DuPont did not have market power in the pricing of cellophane in 
the case of United States v. du Pont &Co., 351 U.S. 377 (1956). See Dennis W. Carlton and Jeffrey 
M. Perloff, Modem Industrial Organization, 4th ed. at 646-647. See also Dennis W. Carlton, "Market 
Definition: Use and Abuse," Competition Policy International. Vol. 3, No. 1, Spring 2007. 

15. See Renata Hesse and Joshua Soven, "Defining Relevant Product Markets in Electronic Payment 
Network Antitrust Cases," 73 Antitrust Law Journal, 2006 at 709. 
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credit card acceptance fee by five percent above the competitive level. Because of the 

Merchant Restraints imposed by Visa and MasterCard, merchants could reduce their 

dependence on this now more costly credit card payment channel primarily by declining to 

accept all of Visa or MasterCard credit cards.16 Thus, the hypothetical monopolist test in the 

context of credit cards can be implemented by evaluating whether so many merchants would 

decline to accept credit cards in response to a price increase above the competitive level, or 

successfully "steer" customers to other payment options through the use of discounts, that the 

price increase would not be profitable. 17 As I discuss later in this report, reduced merchant 

acceptance would not be sufficient to constrain a hypothetical monopolist of Visa and 

MasterCard credit card transaction processing from setting a credit card acceptance fee above 

the competitive level. 

B. Market Definition in "Two-Sided" Markets 

33. Payment cards are sometimes characterized as an example of a ''two-sided" 

market. In two-sided markets, a "platform" allows two different types of consumers to interact 

with each other. For example, a standard example of a two-sided platform is a newspaper. 

Newspapers typically have two different types of customers - readers, who buy the newspaper, 

and advertisers, who buy advertising space in the newspaper. Payment card networks like Visa 

and MasterCard are often described as two-sided platforms (or markets) that allow cardholders 

to interact with merchants. 

16. As I discuss later in my report, merchants could respond to higher card acceptance fees by offering 
discounts for other forms of payment (e.g., debit cards). However, as I also discuss, the empirical 
evidence indicates that offering discounts is not as effective as being able to surcharge credit card 
use to respond to relatively high card acceptance fees. 

17. For the purpose of my market definition analysis, l hold constant everything except the level of 
competition among acquirers (e.g., I hold constant the interchange fee, annual fees to cardholders, 
and the level of rewards). In the hypothetical monopolist test, I ask whether a monopoly acquirer 
would be able to increase the credit card acceptance fee above the competitive level. My conclusion 
would be unchanged if I allowed other factors to adjust (such as the interchange fee) in response to 
changes in the level of competition among acquirers. 
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,34. In a two-sided market, each side is often characterized as having its own price. 

In the case of newspapers, readers pay one price, and advertisers pay a different price. 

35. In general, the demands faced by the two different sides of the market can be 

expected to be related. In the case of a newspaper, the value of advertising space to an 

advertiser typically increases as the number of readers of that newspaper increases (and the 

value of the newspaper to readers may increase as the amount of advertising increases)!5 

Because the two sides' demands can be expected to be related, the two sides' prices also may 

be related. For example, if a newspaper owner reduces the price it charges readers, the 

number of readers of that newspaper can be expected to increase, which may make advertising 

space in that newspaper more valuable. Thus, all else being equal, a reduction in the price 

charged to readers may result in the newspaper being able to charge a higher price for 

newspaper advertising. 

36. Because changes In one price in a two-sided market may affect the price on the 

other side of the market, market definition in two-sided markets may be more difficult, and may 

have different implications. than in the typical case~0 However, as I have discussed, defining 

markets in an antitrust case is not an end in itself, but is typically the first step in an analysis 

19. Newspaper ads may be valuable to a substantial number of readers. That is, all else being equal, an 
increase in the number of newspaper ads could be expected to increase the number of newspaper 
buyers. 

20. See Dennis W. Carlton, "Market Definition: Use and Abuse," Competition Policy International, Vol. 3, 
No. 1 , Spring 2007. 
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intended to evaluate an issue other than market definition. For certain questions, it can be 

appropriate to analyze only one price in a two-sided market. 

37. For example, suppose that there are several competing newspapers in a city, 

and those newspapers plan to create a joint venture to pool and jointly sell and price all papers' 

advertising space in those newspapers (while continuing to compete for readers). In this 

scenario, it would be appropriate to analyze the likely effect of the proposed joint venture on the 

price of newspaper advertising (without reference to the price to readers). If newspaper 

advertising is part of a broader market that includes many other types of advertising, the 

proposed joint venture may not raise competition concerns. If; instead, newspaper advertising 

is a relevant market - because a hypothetical monopolist of newspaper advertising would be 

able to profitably impose a small yet significant and non-transitory increase in price - the 

proposed joint venture likely would, all else being equal, harm advertisers. 

38. In my discussion of the newspaper joint venture, I have not addressed the effect 

of the proposed joint venture on the price paid by readers. It is possible that a joint ventl!re that 

increased the price of newspaper advertising could benefit readers (i.e., as the result of a joint 

venture that creates or increases market power, each newspaper may have an incentive to 

reduce the price of a newspaper to increase demand for advertising). Similarly, in the case of 

the Visa and MasterCard networks, actions that raise the price paid by merchants for credit card 

21 
network services could lower the price paid by cardholders for using a credit card. 

21. For example, all else being equal, an increase in interchange fees would increase card acceptance 
fees and issuers could choose to use some portion of the higher interchange fees they would receive 
to increase rewards on some credit cards, or increase the number of cards that offer rewards (some 
"standard" credit cards do not offer rewards). The available evidence indicates that changes in 
Interchange fees are not fully "passed on" to cardholders. In particular, evidence from Australia 
indicates that when interchange fees were reduced by the Reserve Bank of Australia, issuing banks' 
margins fell (i.e., because interchange fees were reduced more than rewards payments). See 

Howard Chang, David S. Evans and Daniel D. Garcia Swartz, "The Effect of Regulatory Intervention 
in Two-Sided Markets: An A.~sessment of lnterchange~Fee Capping in Australia," Review of Networl< 
Economics, Vol.4, Issue 4 - December 2005 at 328 ('We examine the impact to date of the Reserve 
Bank of Australia's decision to reduce interchange fees on credit cards in Australia by almost half. 

L-
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39. However, because the Merchant Restraints restrict the pricing freedom of 

merchants, the price paid by credit card users is, in effect, subsidized by taxing purchasers who 

do not use credit cards to pay for their purchases. In particular, if retailers charge the same 

price to consumers using credit cards and consumers using other less expensive methods of 

payments (such as debit cards), credit card acceptance fees for any purchases made using 

credit cards are, in part, paid by consumers using other methods of payments. Thus, 

consumers using other methods of payments are in effect providing a subsidy to credit card 

users by paying a portion of credit card acceptance fees. 

40. To illustrate why this is the case, consider the following simplified example. 

Suppose that merchants accept only debit cards, credit cards and cash; suppose that the cost 

of accepting debit cards and cash is zero; and that credit card acceptance fees are 2 percent, of 

which 1.60 percent is the interchange fee. Suppose that merchants are not allowed to 

surcharge credit cards. Under these assumptions, suppose that merchants' sales are 50 

percent debit card or cash transactions and 50 percent credit card transactions.
22 

41. Under these assumptions, merchants' costs of accepting credit cards equals one 

percent of total sales (that is, a two percent fee on 50 percent of sales). If merchants pass 

along all card acceptance fees to consumers, then an item that would cost $100 in the absence 

of card acceptance fees would be sold for $101. 

42. An issuing bank would be able to offer rewards of, for example, 1.5 percent 

(because the issuing bank receives an interchange fee of 1.6 percent). That is, a consumer 

using a credit card would pay $101 for a unit and receive a reward of $1.50, so that the 

( ... continued) 
We find that, in the short run. issuers have recovered between 30 and 40 percent of the loss of 
interchange fees."). 

22. For the purpose of this example, I assume that merchants do not find it effective to influence 
consumer behavior by offering discounts for the use of debit cards or cash but would find it effective 
to surcharge if they could. I return to this important distinction between surcharging and discounting 
later in this report. 

.-. 
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consumer's net price for the unit would equal $99.50.23 In contrast, a consumer using a debit 

card or cash would pay a net price of $101. The higher price paid by debit and cash customers, 

in effect, subsidizes the lower price paid by customers paying with credit cards. 

43. Now suppose that merchants are allowed to surcharge credit card transactions. 

If a merchant charges a two percent surcharge on credit card transactions, then debit card or 

cash users pay $100 for the item and credit card users pay $102; the merchant receives a net 

price of $100 from all consumers. In this example, the net price paid by credit card users is 

higher than the price paid by debft card or cash customers (i.e., -$102 minus the $1.50 in 

rewards, totaling $100.50). 24 In other words, even if a cardholder received a reward equal to the 

entire amount of the card acceptance fee (i.e., $2 in this example), the credit card customer 

would not pay a lower net price than the debit card or cash customer. 

44. My example illustrates that the Merchant Restraints allow credit card networks to 

"reduce" the price paid by cardholders, compared to a world in which surcharging of credit card 

transactions is allowed, only by, in effect, taxing debit card and cash users and subsidizing 

credit card users. That is, the Merchant Restraints cause a distortion in the "price signals" 

received by consumers using credit cards to make purchasers. In a but-for world without the 

Merchant Restraints, the total use of debit cards and cash likely would expand relative to the 

·use of credit cards, at merchants that accept credit cards, as those merchants would be allowed 

to give price signals to consumers to use the less costly payment channel. As a result, 

consumers who do not use credit cards to make payments would benefit while users of credit 

cards would lose their advantage (i.e., because credit card users would no longer receive a 

subsidy from users of other less expensive forms of payment). As I discuss later in this report, 

the ability of merchants to give price signals to consumers would be a significant source of 

23. So long as the value is greater than zero, nothing in my analysis depends on the size of the reward. 
24. A customer may be willing to pay a higher net price than a debit or cash customer in order to use the 

credit function offered by a credit card. Nothing in my analysis depends on the net price paid by a 
credit card being higher than the net price paid by a debit card user. 
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competitive discipline on credit card networks with respect to card acceptance fees paid by 

merchants. 

C. Market for the Supply of Credit Card Network Services 

45. As I have discussed. different types of payment cards have different 

characteristics. As a result, different consumers often carry different types of cards, or prefer to 

use different types of cards for different types of purchases. For example, a cardholder may 

prefer to buy groceries witll a debit card, but prefer to buy more expensive items (e.g., furniture) 

with a credit card. 25 Because different consumers carry different types of cards, or have 

preferences for using a particular card for a given purchase; a merchant that does not accept 

one type of card (e.g., Visa credit cards) may risk losing sales to consumers who prefer to use 

that card or only carry that type of card.26 

46. If merchants were not concerned that declining to accept a particular type of 

payment card would cause a substantial loss of sales, merchants would have little or no reason 

to accept a more costly form of payment (e.g., credit cards with relatively high card acceptance 

fees) if less costly forms of payment were readily available. That is, if all forms of payment were 

good substitutes for each other from a merchant's perspective, the merchant would not be 

expected to accept relatively high-priced (to the merchant) payment forms. 

47. In Canada, most merchants accept a wide variety of payment forms. For 

example; I understand that all or nearly all Canadian merchants of a significant size accept debit 

25. See Alan S. Frankel, "Monopoly and Competition in the Supply and Exchange of Money," 66 Antitrust 
Law Journal 313, 1 998 at 315 ("In practice, different forms of money and methods of transferring 
ownership of money impose different relative costs In different transactions. Thus, few consumers 
obtain a bank cashier's check to purchase a quart of milk, and few purchase a house with nickels."). 

26. See Marc Rysman, "An Empirical Analysis of Payment Card Usage," LV Journal of Industrial 
Economics, 2007 at 2 ("With regards to usage, few consumers regularly use multiple networks. Most 
consumers put a great majority of their payment card purchases on a single network. . . . A merchant 
in a highly competitive environment most likely must associate with multiple payment networks or risk 
a real decrease in sales."). 
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cards, 27 I understand that the cost to a Canadian merchant of accepting a debit card 

transaction is on average about 12 cents, regardless of the amount of the transaction~6 

Because card aceeptance fees for credit cards are about two percent of the transaction amount, 

a debit card transaction typically will cost a merchant less than a credit card transaction for any 

purchase of more than about $6.00.29 During his examination for discovery in these 

proceedings, Visa's representative testified that credit cards "are a higher-cost form of payment 

as compared to cash, debit or cheques~"30 

48. If, from a merchant's perspective, credit cards, debit cards and other forms of 

payment were close substitutes, merchants would not be expected to accept credit cards 

because the incremental cost of doing so is substantially higher than the incremental cost of 

other forms of payment, such as debit cards. Yet I understand that, as of 2010, over 670,000 

merchant outlets in Canada accepted Visa or MasterCard credit card transactions?1 

49. This evidence indicates that most merchants do not regard the acceptance of 

debit cards or other forms of payment as a sufficiently close substitute to the acceptance of 

credit cards as to allow the merchant to accept only debit cards, and also indicates that a 

27. In 201 o, 450, 700 merchants in Canada accepted lnterac debit cards. See 
http://www.interae.ca/media/stats.php. 

28. A Bank of Canada Report (GSSS0035_00001377 at 00001381) states that median debit card fees 
are 12 cents with the lowest quartile paying a fee of seven cents per transaction. Also see 
Examination for Discovery of Michael Bradley on behalf of Visa Canada Corporation, December 6, 
2011, page 448, describing fees for debit of "anywhere from, say, 3 cents up to, say, 15 cents a 
transaction;" 

29. Many merchants are likely to accept credit cards in part because consumers often make use of the 
"credit function" of a credit card. That is, even if a consumer does not have sufficient funds in a bank 
account to pay for a particular purchase with a debit card, the consumer can pay with a credit card. 
Even if a consumer pays all credit card balances in full every month, credit cards can be used to 
secure credit during the credit card's billing cycle (e.g., the consumer can use a credit card between 
pay cheques). For the same reason, merchants may accept credit cards even if accepting cash or 
cheques is cheaper than accepting credit cards. 

30 .. Examination for Discovery of Michael Bradley on behalf of Visa Canada Corporation, December 6, 
2011, pages 446-48, 451 and 569. Also see Bank of Canada Discussion Paper 
(GSSS0035_00001329). 

31. Credit Card Statistics-VISA and MasterCard, Canadian Bankers Association (CBA003947). 

~: 

~: 



20
PUBLIC 

-19-

hypothetical monopolist of credit card network services would be able to profitably set fees for 

those services above the competitive level. 

50. Furthermore, the ability of a hypothetical monopolist of credit card network 

services would not be constrained by the threat of entry because there are substantial entry 

costs associated with establishing a credit card network. For example. any entrant would have 

to solve the "chicken-and-egg" problem associated with starting a new network - that is, 

convincing merchants to accept a card that is not held by many cardholders, and convincing 

consumers to hold and use a card that is not accepted by many merchants. Indeed, there have 

been no major credit card network entrants in Canada in decades.
32 

51. In summary, it is likely that a hypothetical monopolist acquirer of all Visa and 

MasterCard credit card transactions in Canada would be able to profitably set card acceptance 

fees at least five percent above the competitive price, all else being equal~3 

52. In contrast, Visa and MasterCard claim that the relevant market is broad, and 

includes all forms of payment (e.g., credit cards, debit cards, cash). For example, Visa claims 

that: 

credit cards compete with all forms of payment including, but not limited to, card-based 
farms of payment, including credit cards, charge c:;ards, debit cards, prepaid cards, 
merchant charge accounts and private label cards; paper based forms of payment, 
including cash, personal cheques, government cheques, travellers cheques, and money 
orders; mobile forms of payments, including payments through text messaging, mobile 
applications, and web browsers; and other electronic forms of payment not typically tied 
to a payment card or similar device, including online payment services, wire transfers 
and electronic benefits transfers. Visa Canada estimates that transactions over the 

32. The last credit card network to enter in North America was the Discover network in 1986. (See 
http://www.discove rfinancial. com/news/Fact Sheet_ Corporate. pdf.) 

33. The Court in U.S. v. Visa, 2001, 98 Civ. 7076 (BSJ) at 28 (U.S.D.C. for the S.D.N.Y. October 9, 2001) 
cited the difficulty of entry as an indication of market power in the credit card industry: "[T]here are 
significant barriers to entry into the general purpose card network seNlces mark.et. Visa's CEO 
described starting a new network as a 'monumental' task involving expenditures and investment of 
over $1 billion. (See Tr. 5224 (Pascarella, Visa U.S.A.); see also Dahir (Visa U.S.A.) Dep. at 200-01 
(building a global brand and acceptance network would cost between $2 and $5 billion).) In addition 
to the high costs of establishing a network and developing a brand name a new entrant must also 
solve the so-called 'chicken-and-egg' problem of developing a merchant acceptance network without 
an initial network of cardholders who, in tum, are needed to induce merchants to accept the system's 
cards in the first place." 
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Visa network account for only approximately 18 percent of consumer spending in 
Canada and less than one percent of business-to-business spending in Canada.34 

PUBLIC 

This position implies that a merger of the credit and charge card businesses of Visa, 

MasterCard and American Express would not raise competition concerns because the "market 

share" of the merged fimi in an "all-forms-of payment" market would be modest. Such a merger 

would, on its face, raise serious competition concerns, and I highly doubt that competition 

authorities would allow such a transaction regardless of any assertions that the merging parties' 

shares were modest in an "all-forms-of payment" market:5 

53. I conclude that credit cards and other methods of payment are not in the same 

market from the perspective of merchants (i.e., the provision of network services for credit cards 

is a different market from the provision of network services for debit cards and the acceptance 

of cash and cheques).36 

D. Prior Findings on Markets for the Supply of Credit Card Network Services 

54. The issue of market definition in the payment card industry has been addressed 

in a variety of other settings in Europe and the United States~7 All the recent decisions that I 

34. Response ofVisa Canada Corporation (in this proceeding), 1f12. 
35. In 2010; Visa accounted for 62 ercent of credit card urchase volume and MasterCard for 30 

percent. 
36. As I have discusse , in a market that includes Visa, MasterCard and Amencan xpress genera 

purpose credit and charge cards, the aggregate share of Visa and MasterCard is approximately 92 
percent and there has been no entry in this market in decades. As I also have discussed, the level of 
card acceptance fees is determined largely by default interchange fees, which are set by Visa and 
MasterCard. This evidence indicates that Visa and MasterCard have market power in the relevant 
market. 

37. The issue of market definition in the credit card industry also has been addressed in Australia and 
New Zealand. A report by Professor Michael Katz commissioned by the Reserve Bank of Australia 
states that "[tJhe overall degree of substitution among different payment mechanisms ls sufficiently 
limited that the Australian Competition and Consumer Commission has concluded that, when 
assessing competition in a recent bank merger, credit cards constitute a relevant product market" 
(See "Reform of Credit Card Schemes in Australia II", 2001, Commissioned Report by Professor 
Michael L. Katz for the Reserve Bank of Australia at 7.) Based on its investigation. the Reserve Bank 
of Australia regulated Visa and MasterCard credit card interchange fees. In New Zealand, the New 
Zealand Commerce Commission challenged Visa and MasterCard practices, and defined the relevant 
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am aware of are consistent with my analysis here and are inconsistent with the position of Visa 

and MasterCard that the relevant market includes all payment instruments including cash and 

cheques. 38 As I discuss in this section of my report, the conclusions concerning market 

definition that have been reached elsewhere are consistent with my view that the provision of 

credit card network services to merchants is an appropriately defined market. 

55. Over the last decade, the European Commission (''EC") has investigated 

MasterCard interchange fees on "cross-border'' transactions. 

( ... continued) 
market as the supply of merchant acquiring services in respect of Visa card transactions; and the 
supply of merchant acquiring services in respect of MasterCard card transactions. See New Zealand 
Commerce Commission, Third Amended Statement of Claim (MBJA0001_00000468 at 00000476). 
Visa and MasterCard reached a settlement with the New Zealand Commerce Commission that 
addressed the Commerce Commission's concerns {e.g., Visa and MasterCard agreed to allow 
surcharging of their credit cards). 

38. Although I note that my conclusions concerning market definition are consistent with the prior 
decisions I discuss, I have not relied on those decisions in reaching my conclusions. My conclusions 
in respect of this issue are based on my own economic analysis. 
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57. In the United States, the issue of market definition with respect to payment cards 

has been raised in several major antitrust cases. For example, in In re Visa 

Check/MasterMoney Antitrust Litigation in the United States, the Court determined~5 

The evidence establishes conclusively that merchants have not switched to other 
payment devices despite significant increases in the interchange fees on the defendants' 
credit cards. (In this respect, the evidence suggests an even narrower product market, 
i.e. general purpose credit card services alone.) That consumers might switch to 
another form of payment in the event of a surcharge on their credit card transactions 
does not alter the fact that there is no cross-elasticity of demand at the merchant level 
between defendants' products and all other forms of payment~6 

58. In United St.ates v. VISA U.S.A. Inc., et al., ("U.S. v. Visa") defendants "argue[d] 

that the relevant market is one which includes all methods of payment including cash, checks 

45. I submitted expert reports on behalf of plaintiffs on the issue of dass certification in this litigation. 
46. Visa Check, 2003 96-CV-5238 (JG) Decision at 10 (U.S.D.C. for the E.D.N.Y., 1 April 2003) (Lexis 

version) (emphasis in original). 
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and debit cards," but the Court accepted the government expert's opinion that there is "a 

general purpose card [Le., credit or charge, but not debit card] market separate from other forms 

of payment." 47 

IV. Likely Competitive Effects of the Challenged Provisions 

A. Introduction 

59. The Commissioner claims that "[t]he Merchant Restraints prevent merchants 

from effectively encouraging customers to use lower-cost methods of payment and from 

declining to accept certain Visa and MasterCard credit cards, including those with higher Card 

Acceptance Fees. The Merchant Restraints impede or constrain competition for credit card 

network services, including competition with respect to Gard Acceptance Fees.ifs 

60. I analyze below the economic Issue of whether the Merchant Restraints affect the 

credit card acceptance fees paid by merchants. As I explain in this section of my report, I find 

that the Visa and MasterCard Merchant Restraints likely influence upwards the price paid by 

merchants for credit card network services and have an adverse effect on competition. 

8. The Elimination of the Merchant Restraints Would Increase the Competitive 
Pressure on Card Acceptance Fees 

61. I analyze the likely economic and competitive effects of eliminating the Merchant 

Restraints by evaluating a "but-for world" without those Restraints. 

62. In the absence of the Merchant Restraints, a merchant could effectively respond 

to high card acceptance fees for a particular credit card by attempting to steer consumers to a 

different and less expensive credit card or method of payment. For example, a merchant could 

steer consumers away from a particular credit card by imposing a surcharge on its use. 

47. U.S. v. Visa, 2001, 98 Civ. 7076 (BSJ) Decision, at 336 (U.S.D.C. for the S.D.N.Y., 9 October 2001). 
48. Statement of Grounds and Material Facts (in this proceeding), 1f3. 
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Successful steering by merchants from a particularly expensive credit card to other credit cards 

or forms of payment would reduce the number of transactions made on the expensive card. 

That is, in response to high credit card acceptance fees for a particular credit card, a merchant, 

while continuing to accept that card, could reduce the number of transactions using that card. ln 

contrast, with the Merchant Restraints in place, the ability of merchants to steer consumers 

away from a particular credit card is limited. 

63. As I discuss in more detail in the next section of this report, the available 

evidence indicates that surcharging is an effective tool for steering consumers away from using 

64. If a substantial number of merchants began to surcharge Visa credit cards, the 

number of transactions using those cards would be expected to fall. To avoid potential 

reductions in the number of transactions over its network, Visa would have an economic 

incentive to take actions that would reduce the likelihood or level of surcharging by lowering 
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acceptance fees on its credit cards (relative to their level if the Merchant Restraints remained in 

place). Because most of the acceptance fee on a credit card reflects the interchange fee on 

that card, Visa could reduce card acceptance fees on its credit cards by reducing interchange 

fees. That is, increases in the ability ofmerchants to steer consumers away from using a Visa 

credit card would give Visa an economic incentive to reduce credit card interchange fees in an 

attempt to increase the number of transactions over its network (by reducing the incentive of 

merchants to surcharge, or reduce the level of surcharge). 

65. Indeed, the elimination of the Merchant Restraints would increase the ability of 

merchants to negotiate for lower interchange fees by threatening to steer consumers away from 

using a credit card, for example by surcharging credit card transactions. In this way, eliminating 

the Merchant Restraints would increase the competitive pressure on credit card acceptance 

fees even if surcharging or other forms of steering were not, in fact, implemented by merchants. 

For example, the Australian Merchant Payments Forum noted that "[b]lended surcharges have 

effectively been used as a negotiating tool by some merchants to lower their merchant fees "
50 

66. Because the elimination of the Merchant Restraints would create economic 

incentives for Visa and MasterCard to reduce interchange fees, leading to lower credit card 

50. Australia Merchant Payment Forum: Submission to the Reserve Bank of Australia - Response to 
Review of Card Surcharging (VISA00536058 at 00536061). 
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acceptance fees, I conclude that the Merchant Restraints influence upwards the prices paid by 

merchants to accept credit cards. Furthermore, the elimination of the Merchant Restraints 

would reduce merchants' costs in two ways. First, the reduction of interchange fees would 

reduce merchants' card acceptance fees, resulting in lower costs on all credit-card transactions. 

Second, the elimination of the Merchant Restraints likely would reduce the proportion of 

transactions made using credit cards relative to lower-cost forms of payment (e.g., debit 

cards). 53 Such a reduction in total merchants' costs would be expected, in the aggregate, to 

benefit consumers, and specifically consumers who use other forms of payment than credit 

cards.&4 

67. Effectively, the elimination of the Merchant Restraints would unleash the 

competitive forces that have been lacking in the market for credit card network services. The 

Merchant Restraints currently restrict the responses by which merchants could place pressure 

on Visa and MasterCard. 

C. Surcharging is More Effective than Discounting at Discouraging the Use of 
Relatively High-Cost Payment Methods 

68. As I have discussed, under the terms of the Code of Conduct, merchants are 

allowed to discount by payment type, but they are not allowed to surcharge. Therefore, a 

53. Thus, total credit card volume would be expected to fall at merchants that currently accept credit 
cards and surcharge. However, some merchants currently do not accept credit cards because of the 
cost of doing so, and could choose to accept credit cards if they could surcharge their use. For 
example, in the United States, in some cases utilities, universities and governments accept credit 
card payments only when they can charge the payer a "convenience fee" to offset the cost of 
accepting a credit card transaction. Similarly, if the cost of accepting credit cards fell once 
surcharging were allowed, merchants that currently do not accept credit cards may elect to do so. 
Thus; the ability to surcharge could increase the number of merchants accepting credit cards. 

54. Though merchants' aggregate savings may be large, the amount per item may be small and thus 
difficult to detect (e.g., even if the cost of credit card acceptance fees fell substantially, it likely would 
be difficult to isolate an effect on average retail prices). For example, suppose that the average credit 
card acceptance fee were 2.00 percent with the Merchant Restraints in place, and that the elimination 
of those restraints would reduce acceptance fees by five percent, to an average of 1.90 percent. On 
a $100 purchase, card acceptance fees would fall by only 1 O cents. In general, empirically detecting 
a 10 cent price decline on a $100 item would be difficult. 
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central issue in this case is whether discounting is equivalent to surcharging. If it is, then the 

no-surcharge rule should have no economic effect. However, there are three powerful pieces of 

empirical evidence regarding the tack of equivalence between surcharging and discounting. 

First. Visa and MasterCard's own actions are inconsistent with any claim that surcharging and 

discounting are economically equivalent. Second, the empirical evidence on surcharging from 

countries where it has been allowed also shows that surcharging and discounting are not 

economically equivalent. Third, the empirical evidence that shows that many merchants use 

surcharging when it is allowed is consistent with the economics literature that finds that 

consumers respond differently to "opportunity costs" and "out-of-pocket costs." 

· 69. The position of Visa and MasterCard in Canada is that they should not be forced 

to allow merchants to surcharge. But if discounting were equivalent to surcharging, then this 

position would make no sense, as discounting is now allowed. Instead, the Visa/MasterCard 

position is sensible only if discounting and surcharging have different effects. That is, if 

surcharging and discounting were equivalent, Visa and MasterCard would have no basis to 

allow discounting but oppose surcharging. 

70. Empirical evidence shows that surcharging is more effective than discounting at 

influencing consumers' choice of payment method.ss In particular, in countries where the ability 

to surcharge has been introduced, many merchants make use of the surcharging option. If 

discounting and surcharging were equivalent, introducing the ability of merchants to surcharge 

would be expected to have no effect and merchants would have the same incentive to impose 

surcharges as discounts. Thus, evidence that merchants introduced surcharging when it 

55. The most complete evidence on surcharging is from Australia. Although merchants in Australia were 
allowed to offer discounts for cash before the "No Surcharge Rule"was removed. such discounts 
were not common. 
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became possible to do so shows that surcharging and discounting do not have equivalent 

effects. The available evidence shows that when merchants are allowed to surcharge payment 

card transactions, a substantial number of them do so. 

71. In Australia, no-surcharge rules for Visa and MasterCard credit cards were 

eliminated almost a decade ago, in 2003. 56 Initially, few merchants used surcharges, perhaps 

because their customers were not used to surcharges at the point of sale. 

72. However, despite the increase in the number of merchants imposing surcharges, 

56. In addition, American Express and Diners Club voluntarily eliminated their no-surcharge rules at that 
time. 



30
PUBLIC 

- 29 -

73. Surcharging of credit cards has been permitted in the United Kingdom since 

1991. 61 One major merchant, IKEA, found that in the United Kingdom, where it surcharges credit 

cards, 37 percent of credit card transactions were shifted from credit to debit cards as a result of 

61. ''The Credit Card (Price Discrimination) Order 1991 came into force on 28 February 1991, and made 

it unlawful for any person to make or carry out any agreement relating to credit cards to the extent 
that it imposes or requires the imposition of a 'no discrimination' or 'no surcharging' rule" (OFT, 

"Payment surcharges: Response to the Which? Super-complaint," June 2011 ). 
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the surcharge. IKEA surcharged a fixed fee of 70 pence per transaction, which amounted to less 

than one percent of the average transaction value.62 In contrast, in the United States, where 

surcharges on credit cards are not permitted, I KEA has offered a three percent voucher for use 

of PIN debit cards (i.e., a discount for using a debit card as compared to using a credit card), and 

found that only nine percent of credit card transactions switched to debit cards. IKEA concludes 

that "rebate is a less clear option that is hard to steer."63 That is, a major retailer that attempted 

to steer customers away from using credit cards found that surcharging was substantially more 

effective than discounting. 

7 4. In New Zealand, surcharging on credit cards has been allowed since 2009.64 

Press reports indicate that surcharging has been adopted by firms in a variety of industries?5 

75. In the Netherlands, surcharging of payment cards is allowed. Because credit 

cards are rarely used in the Netherlands, the available evidence on surcharging is limited to 

debit cards.66 Merchant fees for accepting debit cards in the Netherlands are about four to five 

62. Scott Schuh, Oz Shy, Joanna Stavins and Robert Triest, "An Economic Analysis ofthe 2010 
Proposed Settlement between the Department of Justice and Credit Card Networks," Federal 
Reserve Bank of Boston, Public Policy Discussion Papers, No. 11-4 at 27 
(http:J/www.bos.frb.org/economic/ppdp/2011/ppdp1104.pdf). 

63. See Martin Weiderstrand, IKEA EU Affairs, "Competition in Card Payments," presented on June 22, 
2010, at the conference Payments Markets: Theory, Evidence, and Polley at the University of 
Granada, Spain at 17. 

64. The elimination of the Visa and MasterCard no-surcharge rules in New Zealand was the result of the 
settlement of litigation brought by the New Zealand Commerce Commission. I prepared an expert 
report on behalf of the Commerce Commission in that matter. See Peter R. Taylor, "Card and 
Payments Australasia 2010 Conference"-15 March 2010 (http://www.comcom.govt.nz/cards-and­
payments-australasia-201O-conference-15-march-20101). 

65. See Amiri Halberg, "More Retailer Introducing Credit Card Surcharges,'' Janullry 12, 2010, 
http:/Jtopnews.net.nz/content/21654-more-retailer-introducing-credit-card-surcharges (''Retailers 
Association chief executive John Albertson says some florists, taxi firms and utility providers are 
already in the cue for charging a fee for paying by credit card. Even the police is not behind, charging 
an extra 3% for the same. Independently owned BP stations are charging 60c extra for every 
transaction by credit card under $30 and 90c for every transaction over $30."). 

66. See Wilko Bolt, Nicole Jonker and Corry van Renselaar, "Incentives at the Counter: An Empirical 
Analysis of Surcharging Card Payments and Payment Behavior in the Netherlands," Journal of 
Banking and Finance, 2010 C'Bolt et al"), fn 5, (GSSS5423_00000072 at 00000073) ("Prepaid cards 
and credit cards are hardly ever used in the Netherlands."). 

.. 
/ 
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Euro cents per transaction. 67 Thus, the cost to a merchant of accepting a debit card is 

substantial for relatively small purchases (e;g., four to five percent for a one Euro transaction). 

A 2006 survey of merchants in the Netherlands found that 22 percent of all debit-card accepting 

merchants surcharged debit-card transactions below a threshold value; the average threshold 

value was 1 o Euros. 68 That is, a substantial number of merchants elected to surcharge 

transactions for which payment card acceptance costs were relatively high. 

76. The empirical evidence that many merchants use surcharging when it is allowed 

is consistent with the economics literature that finds that consumers respond differently to 

different types of pricing mechanisms. For example, Thaler explains that consumers may 

distinguish between "opportunity costs" and "out-of-pocket costs." In particular, consumers may 

react less to a price signal that is in the form of an opportunity cost - such as a discount for 

cash - than to one in the form of an out-of-pocket cost - such as a surcharge. Thaler notes: 

Credit cards provide a particularly clear example. Until recently, credit card companies 
banned their affiliated stores from charging higher prices to credit card users. A bill to 
outlaw such agreements was presented to Congress. VVhen it appeared likely that some 
kind of bill would pass, the credit card lobby tu med its attention to form rather than 
substance. Specifically, it preferred that any difference between cash and credit card 
customers take the form of a cash discount rather than a credit card surcharge. This 
preference makes sense if consumers would view the cash discount as an opportunity 
cost of using the credit card but the surcharge as an out-of-pocket cost~9 

V. CONCLUSIONS 

77. The relevant market for the purpose of evaluating the competitive effects of the 

Merchant Restraints is no broader than credit card network services. Credit cards and other 

methods of payment are not in the same market from the perspective of merchants. That is, the 

provision of network services for credit cards is a different market from the provision of network 

services for debit cards and the acceptance of cash and cheques. 

67. See Bolt et al. (GSSS5423_00000072 at 00000074). 
68. See Bolt et al. (GSSS5423_00000072 at 00000074). 
69. Richard Thaler, "Toward a Positive Theory of Consumer Choice," Journal of Economic Behavior and 

Organization, I, 1980 at 45. 



33
PUBLIC 

-32-

78. The Merchant Restraints influence upwards the price paid by merchants for 

credit card network services and create adverse competitive effects. Economic theory and the 

empirical evidence indicates that the ability of merchants to surcharge or threaten to surcharge 

credit cards would be expected to increase the competitive constraints faced by Visa and 

MasterCard and thus lead to a reduction in card acceptance fees. 

79. Empirical evidence shows that surcharging is more effective than discounting at 

influencing consumers' choice of payment method. In particular, in countries where the ability to 

surcharge has been introduced, many merchants have made use of this ability. In addition, the 

opposition of Visa and MasterCard to surcharging is strong evidence that surcharging and 

discounting are not equivalent. 

March 14, 2012 

Date Dennis Carlton 
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A.8., HARVARD UNIVERSITY (Summa cum laude): Applied Math and Economics, 1972. 

t;MPLQYMENT 

COMPASS LEXECON (formerly Lexecon), Chicago, Illinois (2008 - present) Senior Managing 
Director; LEXECON INC., (1977 - 2006), President 1997 - 2001, Senior Managing Director 
2003 -2006 

UNIVERSITY OF CHICAGO, Booth School of Business, David McDaniel Keller Professor of 
Economics (2011 - present); Katherine Dusak Miller Professor of Economics (2008 - 2011); 
Professor of Economics (1984 - 2008); Law School, Professor of Economics (1980 - 1984 ); 
Department of Economics, Assistant Professor (1976 - 1979); Associate Professor (1979). 

U.S. DEPARTMENT OF JUSTICE, Washington, District of Columbia (2006- 2008) Deputy Assistant 
Attorney General for Economic Analysis, Antitrust Division 

MASSACHUSETTS INSTITUTE OF TECHNOLOGY, Cambridge, Massachusetts; Department of 
Economics (1975 - 1976) Instructor in Economics 

OTHER PROFESSIONAi EXPERIENCE 

HARVARD UNIVERSITY, Public Policy Summer Course in Economics (1977), Professor 

BELL TELEPHONE LABORATORIES (Summers 1976, 1977) 

JOINT CENTER FOR URBAN STUDIES OF M.l.T. AND HARVARD UNIVERSITY, Cambridge, 
Massachusetts (1974-1975) 

CHARLES RIVER ASSOCIATES, Cambridge, Massachusetts (Summers 1971, 1972) Research 
Assistant 



35

FIELDS OF SPECIALIZATION 

Theoretical and Applied Microeconomics 
Industrial Organization 

ACADEMIC HONORS AND FELLOWSHIPS 

Panelist, Concurrences "New Frontiers of Antitrust" Conference, Paris, February 2011. 
Presenter, MIT "Economics of Antitrust" Symposium, January 2011 

PUBLIC 

Keynote Speaker, 21st Annual Workshop of the Competition Law & Policy Institute of New Zealand, 
2010 

Keynote Speaker, Japanese Symposium on Competition, sponsored by Japan Fair Trade 
Commission, 2009 

Recipient of Inaugural Robert F. Lanzilotti Prize, awarded by the International Industrial Organization 
Society for Best Paper in Antitrust Economics, 2008 

Keynote Address to Israel Antitrust Conference, 2008 
Lewis Bernstein Memorial Antitrust lecture, Washington, D.C., 2006 
Distinguished Visitor, University of Melbourne, April 2005 
Milton Handler Lecture, New York, 2004 
Keynote Address to the International Competition Network, Mexico, 2004 
Alexander Brody Distinguished Lecture, Yeshiva University, 2000 
Ph.D. Thesis chosen to appear in the Garland Series of Outstanding Dissertations in Economics 
Recipient of the 1977 P .W.S. Andrews Memorial Prize Essay, best essay in the field of Industrial 

Organization by a scholar under the age of thirty 
National Science Foundation Grant, 1977 - 1985 
Recipient of Post-doctoral Grant from the Lincoln Foundation, 1975 
National Science Foundation Fellowship, 1972 - 1975 
Phi Beta Kappa, 1971 
John Harvard Award, 1970 
Detur Book Prize. 1969 
Edwards 'Mlitacker Award, 1969 
M.l.T., National Scholar Award; 1968 

PROFESSIONAi AFFll !AIIONS AND ACTIVITIES 

Advisory panel to the Department of Justice and the FTC on the merger guidelines, 201 o 
Co-editor, Journal of Law and Economics, 1980 ~present 
Visiting Committee, MIT, Department of Economics, 1995 - 2011 
Member, Advisory Board, Economics Research Network, 1996 - present 
Member, Advisory Board of Antitrust and Regulation Abstracts. Social Science Research Network, 

1998 - present 
Advisory Board, Massachusetts Institute of Technology, Department of Economics, 1999 - present 
Editorial Board, Competition Policy International (CPI), 2010 - present, Co-Editor, Competition Policy 

International (CPI), 2004 - 2009 
Member, Economic Task Force - Antitrust Division, American Bar Association, 2010 - present 
Advisory Board, Journal of Competition Law and Economics, 2004- present 
Adjunct Scholar, American Enterprise Institute for Public Policy Research, 2007 - present 
Deputy Assistant Attorney General for Economic Analysis, Antitrust Division, U.S. Department of 

Justice, 2006 - 2008 
Presidential Appointment to the Antitrust Modernization Commission, 2004 - 2007 
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PUBLIC 

Invited Panelist at Public Hearing on the Retail Banking Sector Inquiry: Payment Cards, before the 
European Commission in Brussels, Belgium. July 17, 2006. 

Consultant on Merger Guidelines to the FTC, 2003 
Professor, George Mason Institute for Judges, October 2001 
Chairman, FTC Round Table on Empirical Industrial Organization (September 11, 2001) 
Participant in the Round Table on the Economics of Mergers Between Large ILECS before the 

Federal Communieations Commission, February 5, 1999 
Member, Steering Committee, Social Science Research Council, Program in Applied Economics, 

1997-1999 
Participant in roundtable discussions on "The Role of Classical Market Power in Joint Venture 

Analysis," before the Federal Trade Commission, November 19, 1997 and March 17, 1998. 
Participant in meetings with Committee of the Federal Reserve on Payment Systems, June 5, 1997 
Associate Editor, Regional Science and Urban Economics, 1987 - 1997 
Resident Scholar, Board of Governors of the Federal Reserve System, Summer, 1995 
Accreditation Committee, Graduate School of Business, Stanford University, 1995 
Associate Editor, The International Journal of Industrial Organization, 1991 -1995 
Editorial Board, Intellectual Property Fraud Reporter, 1990 - 1995 
Consultant on Merger Guidelines to the U.S. Department of Justice, 1991 -1992 
Member, Advisory Committee to the Bureau of the Census, 1987 - 1990 
National Bureau of Economic Research, Research Associate 
Member, American Economics Association, Econometrics Society 

BOOKS 

Markel Behavior Under Uncertainty, Ph.D. Thesis, Massachusetts Institute of Technology (September 
1975); Garland Publishing (1984). 

Modern Industrial Organization, Scott, Foresman & Co., co-authored with Jeffrey Perloff, first edition 
(1990), (Chapter 17 of first edition reprinted as "The Economics of Information" for the University 
of Connecticut, Food Marketing Policy Center (1989)), second edition (1994), translated into 
Chinese, French, Hungarian and Italian; Addison Wesley Longman, third edition (2000), fourth 
edition (2005), translated into Chinese (2009). 

RESEARCH PAPERS 

"The Equilibrium Analysis ofAltemative Housing Allowance Payments," (with Joseph Ferreira) 
Chapter 6 of Analysis of a Direct Housing Allowance Program The Joint Center for Urban 

Studies of M .l.T. and Harvard University, (July 1975). 

"Theories of Vertical Integration," presented at Fourth Annual Telecommunications Conference .. 
Appears in a volume of Proceedings of the Fourth Annual Telecommunications Conference, 
Office of Telecommunications Policy, (April 1976). 

"Uncertainty, Production Lags, and Pricing," American Economic Review, (February 1977). 

"Selecting Subsidy Strategies for Housing Allowance Programs," (with Joseph Ferreira) Journal of 
Urban Economics, (July 1977). · 
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PUBLIC 

"Peak Load Pricing With Stochastic Demand," American Economic Review, (December 1977). 

(Reprinted in Economic Regulation edited by P.L. Joskow, Edward Elgar Publishing Limited, 
1998 and Reprinted in The Economics of Public Utilities edited by Ray Rees, Professor of 
Economics at the University of Munich, Germany, 2005.) 

"The Distribution of Permanent Income," Income Distribution and Economic Inequality, edited by Zvi 
Griliches, et al. (Halsted Press, 1978). 

"Vertical Integration-An Overview," in Congressional Record Hearings on the Communications Act of 
1978. Bill H.R. 13105, {August 3, 1978). 

"Market Behavior with Demand Uncertainty and Price Inflexibility," American Economic Revie~ 
(September 1978). 

"Vertical Integration in Competitive Markets Under Uncertainty," Journal of Industrial Economics, 
(March 1979). Awarded the P.W.S. Memorial Prize for the best essay in the field of Industrial 
Organization by a scholar under the age of thirty. 

"Valuing Market Benefits and Costs in Related Output and Input Markets," American Economic 
Review, (September 1979). 

"Contracts, Price Rigidity and Market Equilibrium," Journal of Political Economl,l (October 1979). 

"Wny New Firms Locate Where They Do: An Econometric Model," in StYQies in Regional Economics; 
edited by W. Wheaton, (Urban Institute, 1980). 

"Benefits and Costs of Airline Mergers: A Case Study," (with W. Landes and R. Posner) Bell Journal 
of Economics, (Spring 1980). (Reprinted in "Air Transport" in Classics In Transport Analysis 
series, edited by Kenneth Button and Peter Nijkamp, 2001.) 

"The Limitations of Pigouvian Taxes as a Long Run Remedy for Externalities," (with G. Loury) 
Quarterly Journal of Economics, (November 1980). 

'The Law and Economics of Rights in Valuable Information: A Comment," Journal of Legal Studie§ 
(December 1980). 

"Price Discrimination: Vertical Integration and Divestiture in Natural Resources Markets," (with J. 
Perloff) Resources and Energy , (March 1981 ). 

"The Spatial Effects of a Tax on Housing and Land," Regional Science and Urban Economic~ 
(November 1981 ). 

"Comments on Weicher," Journal of L53w and Economics. (December 1981 ). 

Comment, in Sherwin Rosen ed. Studies in Labor Markets, University of Chicago Press, (1981 ). 

"Planning and Market Structure," in The Economics of Information and Uncertaintv, edited by J.J. 
McCall, University of Chicago Press, (1982). 

"The Disruptive Effect of Inflation on the Organization of Markets," in Robert Hall, ed. The Economics 
of Inflation, University of Chicago Press, (1982). 

"The Need for Coordination Among Firms With Special Reference to Network Industries," (with J. M. 
Klamer) University of Chicago Law Review, (Spring 1983). 
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PUBLIC 

"A Reexamination of Delivered Pricing," Journal of Law and Economics, (April 1983). 

"Futures Trading, Market Interrelationships, and Industry Structure," American Journal of Agricultural 
Economics, (May 1983). 

"The Regulation of Insider Trading," (with D. Fischel), Stanford Law Review, (May 1983), reprinted in 
J. Macey ed., Classics in Corporate Law and Economic~ Edward Elgar Publishing (2008), 
reprinted in part in Roberto Romano, Foundations of Corporate Law, Oxford University Press 
{1993), Foundation Press (2010 forthcoming), and Corporate Law Series,.... Insider Trading, 
Edward Elgar Publishing (2011 forthcoming). 

"The Location and Employment Choices of New Firms: An Econometric Model with Discrete and 
Continuous Endogenous Variables," The Review of Economics and Statistics, (August 1983). 

"Economic Goals and Remedies of the AT & T Modified Final Judgment," (with W. Lavey), Georgetown 
Law Review, (August 1983). 

"Equilibrium Fluctuations When Price and Delivery Lags Clear the Market," Bell Journal of Economics 
(Autumn 1983). 

"Energy and Location," Enemy Costs. Urban Development. and Housing, Brookings Institution, 
(1984). 

"Futures Markets: Their Purpose, Their History, Their Growth, Their Successes and Failures," 
Journal of Futures Markets, (September 1984). (Reprinted in Futures Marketsedited by A.G. 
Malliaris and W.F. Mullady, Edward Elgar Publishing Limited, 1995; and in Classic Futures: 
Lessons from the Past for the Electronics Age, edited by Lester Telser, Risk Books, 2000.) 

''The Economics of Gray-Market Imports," (with C. DeMuth), written for the Coalition to Preserve the 
Integrity of American Trademarks (COPIAD. (May 1985). 

''The Limitation of Pigouvian Taxes As A Long Run Remedy for Externalities: Extension of Results," 
(with G. Loury) Quarterly Journal of Economics, (August 1986). 

"The Rigidity of Prices,;' American Economic Review, (September 1986). 

"The Theory and The Facts of How Markets Clear: Is Industrial Organization Valuable for 
Understanding Macroeconomics?" in Handbook of Industrial Qrganization, eds. Schmalensee 
and Willig, (1989). 

"Market Power and Mergers in Durable Good Industries," (with R. Gertner), Journal of Law and 
Economics, (October 1989). 

''Comments on Vertical Integration and Market Foreclosure,~ Brookings Papers on Economic Activity: 
Microeconomics, ( 1990). 

Book Review of Tirole's "The Theory of Industrial Organization", Journal of Political Economy. (June 
1990). 

"The Genesis of Inflation and the Costs of Disinflation: Comment," Journal of Money. Credit & 
Banking, (August 1991, Part 2). 
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PUBLIC 

"The Theory of Allocation and its Implications for Marketing and Industrial Structure: Why Rationing is 
Efficient," Journal of Law and Economics, (October 1991). 

"The Economics of Cooperation and Competition in Electronic Services Network Industries," in 
Economics of Electronic Service Networks, Wddman Steven ed., Praeger Press, (1992). 

"Merger Policy and Market Definition Under the EC Merger Regulation," (with W. D. Bishop). 
Conference oh Antitrust in a Global Economy, Fordham Corporate Law Institute, (1994). 

"The Antitrust Economics of Credit Card Networks," (with A. Frankel) Antitrust Law Journal (Winter 
1995). 

"Economic Organization and Conflict," Journal of Institutional and Theoretical Economics, (March 
1995). 

"Antitrust and Higher Education: Was There a Conspiracy to Restrict Financial Aid?" (with G. 
Bamberger and R. Epstein) The Rand Journal of Economics, (Vol. 26, No. 1, Spring 1995, pp. 
131-147). 

"The Competitive Effects of Line-of-business Restrictions in Telecommunications," (with K. Arrow and 
H. Sider), Managerial and Decision Economics, (Vol.16, pp. 301-321, 1995). (Reprinted in 
Deregulating Telecommunications - The Baby Bells Case for Competition, edited by Richard S. 
Higgins and Paul H. Rubin, John Wiley & Sons Ltd., 1995.) 

"The Antitrust Economics of Credit Card Networks: Reply to Evans and Schmalensee," (with A. 
Frankel), Antitrust Law Journal, (Spring 1995). 

"Antitrust and Payment Technologies," {with A. Frankel), Review, Federal Reserve Bank of St. Louis 
(November/December 1995). 

"Antitrust Policy Toward Mergers When Firms Innovate: Should Antitrust Recognize the Doctrine of 
Innovation Markets?" Testimony before the Federal Trade Commission Hearings on Global and 
lnnovation"'.based Competition (October, 1995). 

"You Keep on Knocking But You Can't Come In: Evaluating Restrictions on Access to Input Joint 
Ventures," (with S. Salop}, Harvard Journal of Law & Technology, (Volume 9, Summer, 1996). 
(Reprinted in e-commerce Antitrust & Trade Practices, Practicing Law Institute; 2001.) 

"Comments on Causes and Consequences of Airline Fare Wars," Brookings Papers on Economic 
Activity: Microeconomics, {1996). 

"A Critical Assessment of the Role of lmpertect Competition in Macroeconomics," in Market Behavior 
and Macro Economic Modeling, Brakman, Van Ees, & Kuipers (eds.), MacMillan Press (1997). 

"Price Rigidity," Business Cycles and Depressions, David Glasner ed., Garland Publishing, Inc., 
(1997). 

"Communication Among Competitors: Game Theory and Antitrust," (with R. Gertner and A. 
Rosenfield), George Mason Law Review, (1997). (Reprinted in e-commerce Antitrust & Trade 
Practices, Practicing Law Institute, 2001.) 

"Comments on Born and Viscusi," Brookings Papers on Economic Activity: Microeconomic§ (1998). 
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PUBLIC 

"Antitrust and Higher Education: MIT Financial Aid (1993)," (with G. Bamberger), The Antitrust 

Revolution, in eds. J. Kwoka and L. White, (Oxford University Press, 3rd edition 1999). 

"Market Power and Vertical Restraints in Retailing: An Analysis of FTC v. Toys 'R' Us." (with H. 
Sider), The Role of the Academic Economist in Litigation Support edited by Daniel Slottje, North 
Holland, (1999). 

"The Economics of Religion, Jewish Survival and Jewish Attitudes Toward Competition on Torah 
Education,n (with A. Weiss), JQumal of Legal Studies, (2001). (Reprinted in Essential Readings 
on Jewish Identities, Lifestyles and Belief§. edited by Stanford M. Lyman, Gordian Knot Books, 
2003). 

"A General Analysis of Exclusionary Conduct and Refusal to Deal - Why Aspen and Kodak are 
Misguided," Antitrust Law Journal, {2001). (Reprinted in e-commerce Antitrust & Trade 
Practices, Practicing Law Institute, 2001.) 

'The Lessons from Microsoft," Business Economic§. (January 2001 ). 

"Lessons from Halacha About Competition and Teaching," (with A. Weiss), Center for Business Ethics 
Social Responsibility, http://besr.org/library/competition.html, (March 2001 ). 

"The Choice of Organizational Form in Gasoline Retailing and The Costs of Laws Limiting that 
Choice," (with A. Blass), Journal.of Law and Economics, (October 2001). Reprinted in 
Franchise Contracting and Organization. edited by Francine Lafontaine, Elgar Publishing, 
(2005). 

"Should The Merger Guidelines Be Scrapped? Introduction to a Debate," in Symposium On The 
Antitrust Analysis Of Mergers: Merger Guidelines vs. Five Force§ 33 U. WEST LA. L. REV. 
(2001). 

"Free Riding and Sales Strategies for the Internet," (with J. Chevalier), The Journal of Industrial 
Economics, (December 2001 ). 

"The Strategic Use of Tying to Preserve and Create Market Power in Evolving Industries," (with M. 
Waldman), The Rand Journal (Vol. 33, No. 2, Summer 2002). (Reprinted in 8. Klein and A. 
Lerner eds. Economics of Antitrust Law, Edward Elgar Publishing Ltd, 2008, and Recent 
Developments in Monopoly and Competition Policy, The International Library of Critical Writings 
in Economics, edited by George Norman, Edward Elgar Publishing Ltd, 2008.) 

"The Competitive Effects of Fannie Mae," (with D. Gross anq R. Stillman) in Housing Matters: Issues 
in American Housing Policy, Fannie Mae (January 2002, reprinted 2004). 

"Intellectual Property, Antitrust and Strategic Behavior," (with R. Gertner), in eds. Adam Jaffee and 
Joshua Lerner, Innovation Policy and the Economy. Volume 3, MIT Press (2003). 

"Airline Networks and Fares," (with G. Bamberger), Handbook of Airline Economic~ 2nd ed., Darryl 
Jenkins, ed., McGraw Hill (2003). 

"Contracts that Lessen Competition - What is Section 27 for, and How Has it Been Used?" (with 
David Goddard), in Mark N. Berry and Lewis T. Evans eds., Competition Law at the Turn of the 
Centurv: A New Zealand Perspective, Victoria University Press (2003). 

Interview, Economists' Roundtable, Antitrust Magazine, (Spring 2003). 
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PUBLIC 

"The Relevance for Antitrust Policy of Theoretical and Empirical Advances in Industrial Organization," 
(Fall 2003), George Mason Law Review. 

"The Control of Externalities in Sports Leagues: An Analysis of Restrictions in the National Hockey 
League," (with A Frankel and E. Landes), Joum2I of PQlitical Economy, (February 2004), 
reprinted in Recent Developments in the Economics of Sport, edited by W. Andreff 
(forthcoming). 

"An Empirical Investigation of the Competitive Effects of Domestic Airline Alliances," (with G. 
Bamberger and L. Neumann), Journal of Law and Economics, Vol. 47, No. 1, (April 2004, pp. 
195-222). 

"V\Jhy Barriers to Entry are Barriers to Understanding," American Economic Review, (May 2004). 

"Using Economics to Improve Antitrust Policy," Milton Handler Lecture, Columbia Business law 
Review, (June 2004). 

"The Proper Role for Antitrust in an International Setting," (Keynote address: Second Annual 
Conference of the International Competition Network (ICN), Merida City, Mexico (June 25, 
2003), appears as Appendix to "Using Economics to Improve Antitrust Policy", Columbia 
Business Law Review (June 2004). 

"Econometric Analysis of Telephone Mergers," (with H. Sider) pp. 373-395 in American Bar 
Association, Econometrics: Legal. Practical, and Technical Issues, (2005). 

"How Economics Can Improve Antitrust Doctrine Towards Tie-in Sales," (with M. Waldman), 
Competition Policy International, (Spring 2005). 

Preface to: "Law and Economics of the Mexican Competition Laws," by Francisco Gonzalez de 
Cossio (2005). 

''Transaction Costs, Externalities and "Two-Sided~ Payment Markets," (with A Frankel), Columbia 
Business Law Review, No. 3, Vol. (2005). 

"Predation and the Entry and Exit of low-Fare Carriers," (with G. Bamberger), in Advances in Airline 
Economics: Competition Policy and Antitrust Darin Lee, ed., (2006). 

"Why Tie An Essential Good," (with Michael Waldman), in Hahn R. ed., Antitrust Policy and Vertical 
Restraints, AEl-Brookings, (July 2006). 

"Market Definition: Use and Abuse," Competition Policy lnternational(Spring 2007) 

Interview with Deputy Assistant Attorney General, The Antitrust Source (February 2007) 

Separate Statement of Dennis W. Carlton, in The Report of the Antitrust Modernization Commission, 
(April 2007) 

"Does Antitrust Need to be Modernized?," Journal of Economic Perspectives (Summer 2007) 

"The Year in Review: Economics at the Antitrust Division 2006-2007" (with K. Heyer), 
Review of Industrial Organization. (2007). 
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PUBLIC 

''Economic Analysis of Competition Practices in the EU and the U.S.: A View from Chief Economists," 
(with M. Salinger), Competition Policy International (Autumn 2007). 

"Merger Analysis," Palgrave Dictionary, (with J. M. Perloff), (2008). 

'Tying," (with M. Waldman), in W. Collins ed. Issues in Competition Law and Policy, American Bar 
Association, (2008). 

"Barriers to Entry," in W. Collins ed. Issues in Competition Law and Policy, American Bar Association, 
(2008). 

«Product Variety and Demand Uncertainty: Why Mark-ups Vary with Quality," (with James D. Dana 
Jr.), Journal of Industrial Economics (2008) 

"Regulation, Antitrust, and Trinko," (With H. Sider), in eds. J. Kwoka and L. White, The Antitrust 
Revolution, (2008). 

UA Solution to Airport Delays," (with W. Whalen, K. Heyer and 0. Richard), Regulation(2008). 
"Should 'Price Squeeze' Be A Recognized Form of Anticompetitive Conduct?," Journal of Competition 

Law & Economics (2008). 

"Safe Harbors for Quantity Discounts and Bundling," (with M. Waldman), George Mason Law Review 
(2008). 

"Appropriate Antitrust Policy Towards Single-Firm Conduct: Extraction vs. Extension" (with K. Heyer)," 
Antitrust, (condensed version of subsequent paper), (Summer 2008). 

uExtraction vs. Extension: the Basis for Formulating Antitrust Policy Towards Single-Firm Conduct" 
(with K. Heyer), Competition Policy lntemationa~ (Autumn, 2008). 

"Assessing the Anticompetitive Effects of Multiproduct Pricing," (with P. Greenlee and M. Waldman), 
Antitrust Bulletin, (Fall, 2008). 

uThe. Need to Measure the Effect of Merger Policy and How to Do lt," Antitrust (condensed version of 
subsequent paper), (Summer 2008). 

"How to Measure The Effectiveness of US Merger Policy," http://voxeu.org/index~php?q=node/3344, 
(2009), and a slightly revised version appears as "Measuring the Effectiveness of US Merger 
Policy" in The Economists' Voice: Vol. 6: lss. 7, Article 2, (2009). These are condensed versions 
of the subsequent paper~ 

"Why We Need to Measure the Effect of Merger Policy and How to Do It," Competition Policy 
International (Spring 2009). 

"Competition, Monopoly, and Aftermarkets," (with M. Waldman), Journal of Law. Economics and 
Organization, (April 2009). 

"Competition Policy: Beware of Using It to Harm Competition," Fair Tradg Japan, (Spring, 2009). 

"Should Competition Policy Prohibit Price Discrimination?" (with M. Israel), Global Competition 
Review, (2009). 

"Merger Guidelines Revisited?" an interview, Antitrust American Bar Association, (Fall 2009). 
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PUBLIC 

"How Should Economic Evidence be Presented and Evaluated," proceedings ofthe EU Competition 

Workshop, Florence, Italy, (June 2009). 

"Externalities in Payment Card Networks: Theory and Evidence: A Commentary," The Changing 
Retail Payments Landscape: What Role for Central Banks?, Federal Reserve Bank of Kansas 
City (2010). 

"'Nny Tie a Product Consumers Do Not Use?," (with J. Gans and M. Waldman), Recipient of Inaugural 
Robert F. Lanzilotti Prize, awarded by the International Industrial Organization Society for Best 
Paper in Antitrust Economics, (2008), American Economic Journal: Microeconomics (2010). 

"Mergers in Regulated Industries: Electricity," in Competition Law and Economics: Advances in 
Competition Policy Enforcement in the EU and North Americ§ A. Mateus and T. Moreira editors, 
(2010). 

"Financial Issues (Comments on Bankruptcy and Clearing Houses)." Chapter X in Competition as 
Public Policy, American Bar Association, (2010). 

"Revising the Horizontal Merger Guidelines," Journal of Competition Law & Economics(2010), also 
appears in Journal of Competition Law - CADE (Brazil) Vol. 1, No. 23 (2011 ). 

"Net Neutrality and Consumer Welfare," (with G. Becker and H. Sider), Journal of Competition Law & 
Economics, (2010). 

"Will The New Guideline.s Clarify or Obscure Antitrust Policy?," (with M. Israel), The Antitrust Sourc~ 
(2010). 

"Introduction to Stigler's Theory of Oligopoly," (with S. Peltzman), Competition Policy International; 
(2010). 

"Response to Gopal Das Varma's Market Definition, Upward Pricing Pressure, and the Role of Courts: 
A Response to Carlton and Israel" (with M. Israel), The Antitrust Source, (2010). 

"Use and Misuse of Empirical Methods in the Economics of Antitrust," 3(1) Competition Policy 
International Antitrust Chronicle. (2011 ). 

'The Economics of Patent Ambush,"' Concurrences. New Frontiers of Antitrust (2011). 

"Antitrust and Regulation," (with R. Picker) in N. Rose ed., Economics of Deregulation, NBER, 
(forthcoming). 

"Proper Treatment of Buyer Power in Merger Review," (with M. Israel), Review of Industrial 
Organization, (forthcoming). 

uUpgrades, Switching Costs, and the Leverage Theory of Tying," (with Michael Waldman), Economic 
Journal, (forthcoming). 

UNPUBLISHED PAPERS 

"Modeling the Housing Allowance Program," M~A Thesis, Massachusetts Institute of Technology 
(September 1974). 
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PUBLIC 

"The Cost of Eliminating a Futures Market and The Effect of Inflation .on Market Interrelationships," 
(1984). 

"The Empirical Importance of Delivery Lags as an Explanation of Demand," (1984). 

"Statistical Supplement to The Antitrust Economics of Credit Card Net.works: Reply to Evans and 
Schmalensee Comment, 63 Antitrust Law Journal 903 (1995)." (with Alan Frankel), (May 1997). 

"Antitrust and Not for Profits; The Case of Hospitals," (with C. Capps, and G. David), mimeo (2010). 

EXPERT TESTIMONIAL EXPERIENCE 

Testimony of Dennis W. Carlton in Re: 'Vertical Integration-An Overview, "Congressional Record 
Hearings on the Communications Act of 1978: Proceedings before the House on Bill H.R. 
13105, August 3, 1978. 

Testimony of Dennis W. Carlton in Re: Competitive Effects of the Proposed North Central-Southern 
Airline Merger: Proceedings before the Civil Aeronautics Board, Docket No. 33136, Exhibit 
NC/SO-T-7, October 13, 1978 and October 9, 1979 (With William M. Landes and Richard A. 
Posner). 

Testimony of Dennis W. Carlton in Re: McNeilab, Inc.: Proceedings before the United States 
Department of Justice, Drug Enforcement Administration, Docket No. 78-13, March 13, 1980 
and May 1980 (Oral). 

Testimony of Dennis W. Carlton in Re: Acco Industries, Inc. v. Kresl Power Equipment, Inc.: In the 
U.S. Court of Appeals For the Seventh Circuit, Docket No. 80-2024, March 29, 1980. 

Deposition, Testimony, and Rebuttal Testimony of Dennis W. Carlton in Re: Ethyl Corporation: 
Proceedings before the Federal Trade Commission, Docket No. 9128, November 1 O & 11, 1980 
(Deposition), November 13 & 14, 1980 (Testimony), February 20, 1981 (Rebuttal). 

Deposition of Dennis W. Carlton in Re: Independence Tube Corporation v. Copperweld Corporation, 
Regal Tube Company, The Yoder Company v. David F. Grohne (counter-defendant): In the 
U.S. District Court for the Northern District of Illinois, Eastern Division, No. 76 C 4201, 
January 24, 1981. 

Affidavit of Dennis W. Carlton in Re: Ellis Banking Corporation, Ellis First National Bank of Bradenton, 
and Ellis First Security Bank v. Barnett Banks of Florida, Inc., Barnett Bank of Manatee County, 
and Westside National Bank of Manatee County: In the U.S. District Court for the Middle District 
of Florida, Tampa Division, No. 81-693-Civ-T-H, July 28, 1981. 

Deposition and Economic Report of Dennis W. Carlton in Re: Schneider Industrial Sales and Service 
Company, William Schneider and Mary Emily Schneider v. Acco Industries, Inc.: In the U.S. 
District Court for the District of New Jersey, April 19, 1982. 

Deposition and Testimony of Dennis W. Carlton in Re: City of Batavia, et al. v. Commonwealth 
Edison Company: Proceedings before the U.S. District Court, Northern District of Illinois, 
Eastern Division, No. 76 C 4388, May 17, 18 & 25, 1982 (Deposition), July 22, 1982 
(Testimony). 
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PUBLIC 

Deposition of Dennis W. Carlton in Re: M. K. Metals Inc., et al. v. National Steel Corporation: In the 
U.S. District Court for the Northern District of Illinois, Eastern Division, No. 79 C 1661, 
September 15, 1983. 

Declaration and Deposition of Dennis W. Carlton in Re: Carter Hawley Hale Stores, f'nc. v. The 
Limited, Inc., et al.: In the U.S. District Court, Central District California, No. CV 84 22000 AVl/T 
(JRX). April 21, 1984 (Declaration), April 23, 1984 (Deposition)_ 

Verified Statements and Testimony of Dennis W. Carlton in Re: Denver & Rio Grande Western 
Railroad v. Santa Fe Southern Pacific Corporation et al: Proceedings before the Interstate 
Commerce Commission, Docket No. 30400, August 28, 1984, November 14, 1984, and May 22, 
1985, (Statements), and January 30, 1985 and June 19, 1985, (Testimony). 

Affidavit of Dennis W. Carlton in Re: United States of America v. Western Electric Company, Inc. and 
American Telephone and Telegraph Company: In the United States District Court for the District 
of Columbia, December 19, 1984 (with William M. Landes). 

Statement of Carlton in Re: To the National Telecommunications Information Administration (NTIA) 
Request for Comments in Connection with the Comprehensive Study of the Structure and 
Regulation of the U.S. Telecommunications Industry, March 29, 1985 (with DeMuth, Landes, 
and Rosenfield). 

Deposition and Affidavit of Dennis W. Carlton in Re: L&W Industries, Inc. v. American Standard, Inc.: 
In the U.S. District Court, Eastern District of Wisconsin, Civil Action No. 81-C-1409, May 14, 
1985 (Deposition), August 30, 1985 (Affidavit). 

Testimony of Dennis W. Carlton in Re: E. L Du Pont De Nemours and Company's Thebaine Import 
Application: Proceedings before the U.S. Department of Justice, Drug Enforcement 
Administration, Docket No. 84-51, May 31, 1985. 

Testimony of Dennis W. Carlton in Re: Joint Application of Pan American World Airways, Inc. and 
United Airlines, Inc .. Pacific Division Transfer Case: Proceedings before the U.S. Department of 
Transportation, Docket No. 43065, August 7, 1985 (with William M. Landes and Sam Peltzman). 

Deposition of Dennis W. Carlton in Re: General Motors "THM 200" Transmission Litigation: 
Proceedings before the U.S. District Court, Northern District of Illinois, Eastern Division, No. 79 
C 1249, 80 C 2151 and 85 C 4805, July 2, 1986. 

Affidavit of Dennis W. Carlton in Re: Norwest Bank Fire Case: Proceedings before the U.S. District 
Court, Fourth Judicial District, State of Minnesota, Court File No. 83-08122, August 28, 1986. 

Affidavit of Dennis W. Carlton in Re: Policy and Rules Concerning Rates for Dominant Carriers: 
Before the Federal Communications Commission, Washington, D.C., Docket No. 87-313, 
October 16, 1987. 

Deposition of Dennis W. Carlton in Re: Research Institute for Medicine and Chemistry, Inc. v. 
Wisconsin Alumni Research Foundation: In the U.S. District Court, Western District of 
Wisconsin, Case No. 85-C~1060-D, Qctober20 & 21, 1986. 

Affidavit and Deposition of Dennis W. Carlton in Re: United States Football League, et al. v. National 
Football League, et al.: In the U.S. District Court, Southern District of New York, 84 Civ. 7484 
(PKL). November 24, 1986 (Affidavit), February 26, 1986 and December 4, 1986 (Deposition). 
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PUBLIC 

Verified Statements of Dennis W. Carlton in Re: Coal Trading Corporation, et al. v. The Baltimore and 
Ohio Railroad Co., et al.: Before the Interstate Commerce Commission, ICC Docket No. 
38301S, December 16, 1986 and September 8, 1987. 

Testimony of Dennis W. Carlton in Re: The Application of Pacific Bell, a Corporation, for Authority to 
Increase Certain Intrastate Rates and Charges Applicable to Telephone Services Furnished 
within the State of California, California Public Utilities Commission, Application No. 85~01-034, 
December 19, 1986 and January 22 & 28, 1987. 

Deposition of Dennis W. Carlton in Re: John H. Torphy v. Touche Ross & Co., et al: In the Circuit 
Court Dane County, State of Wisconsin, Case No. 82-CV-4033, August 25, 1987. 

Deposition of Dennis W. Carlton in Re: Martin Exploration Management Company, et al. v. 
Panhandle Eastern Corporation. et al.: In the U.S. District Court for the District of Colorado. Civil 
Action No. 86-Z-804, May 5, 6 & 18, 1988. 

Deposition of Dennis W. Carlton in Re: The Dow Chemical Company v. Halliburton Company and 
The Dow Chemical Company v. Mississippi Power & Light Company: In the U.S. District Court 
for the Northern District of Mississippi Greenville Division, No. GC-78-31-GD-D and No. GC-78-
32-GD-D, June 16, 1988. 

Statements and Testimony of Dennis W. Carlton in Re: Trailer Train Company et al., Approval of 
Pooling of Car Service With Respect to Flat Cars: Before the Interstate Commerce 
Commission, Finance Docket No. 27590. (Sub-No. 1 ), July 7 & 14, 1988 (Statements}, 
July 25 & 26, 1988 (Testimony). 

Testimony of Dennis W. Carlton in Re: Pontarelli Limousine, Inc. v. City of Chicago, Finance Docket 
No. 83-C-6716, September 25 & 26, 1989. 

Deposition of Dennis W. Carlton in Re: Great Northern Nekoosa Corporation v. Georgia-Pacific 
Corporation: Before the United States District Court District of Connecticut, Civ. Action No. B-
89-607-WWE, December 28, 1989 and January 15, 1990. 

Testimony of Dennis W. Carlton in Re: The Matter of the Physicians and Surgeons Medical 
Malpractice Insurance Rates of St. Paul Fire & Marine Insurance Company: Before the State of 
Minnesota Office of Administrative Hearings for the Commissioner of Commerce, O.A.H. Docket 
No. 0-1004-3412-2, January 1990. 

Deposition of Dennis W. Carlton in Re: Dale A. Ervin, et al. v. Amoco Oil Company, et al.: In the 
District Court. City and County of Denver, State of Colorado, No. 88-CV-11994, September 5, 
1990. 

Reply Affidavit of Dennis W. Carlton in Re: United States of American v. Western Electric Company 
Inc. and American Telephone and Telegraph Company: In the United States District Court for 
the District of Columbia, Civil Action No. 82-0192, January 10, 1991 (with George J. Stigler). 

Testimony of Dennis W. Carlton in Re: Westreco, Inc. v. Commissioner of Internal Revenue: In the 
United States Tax Court, Washington, D.C. 20217, Docket No. 24078-88, January 29, 1991. 
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PUBLIC 

Deposition, Testimony, and Rebuttal Testimony of Dennis W. Carlton in Re: In the Matter of 
Marathon Oil Company and Phillips Petroleum Company: Before the Department of Revenue .• 
State of Alaska, Case No. 89314, April 23 & 24, 1991 (Deposition), March 28, 1991 (Expert 
Report), June 19, 1991 (Testimony), July 22, 1991 (Rebuttal Testimony), October 3 & 4, 1991 
(Oral). 

Deposition of Dennis W. Carlton in Re: Martin E)(ploration Management Company, et al. v. 
Panhandle Eastern Pipeline Corporation, et al.: In the U.S. District Court for the District.of 
Colorado, Civil Action No. 91-N-110, February 5, 1992. 

Deposition, Affidavit and Testimony of Dennis W. Carlton in Re: United States of America v. Brown 
University, et al.: In the U.S. District Court For the Eastern District of Pennsylvania, Civil Action 
No. 91-CV-3274, February 18 & 19, 1992 (Deposition), April 28, 1992 (Affidavit}, July 8 & 9, 
1992 (Testimony). 

Deposition of Dennis W. Carlton in Re: United States of America, People of The State of California, et 
al. v. J. B. Stringfellow, Jr., et al.: In the United States District Court Central District of California, 
No. CIV 83-2501 JMI, March 10 & 11, 1992. 

Affidavit of Dennis W. Carlton in Re: SCFC ILC, Inc. d/b/a MountainWest Financial v. Visa U.S.A., 
Inc.: In the U.S. District Court for the District of Utah, Central Division, Civil No, 2:91-cv-047B, 
June 25, 1992. 

Deposition and Testimony of Dennis W. Carlton in Re: Adcom, Incorporated, Cutrone 
Communications, Incorporated, Great Southern Communications Incorporated, Nola 
Communications Incorporated and Conrad Communications, Incorporated v. Nokia Corporation, 
Nokia-Mobira Oy, Nokia-Mobira, Incorporated, Nokia, Incorporated, Nokia Data Communications 
and Cue Paging Corporation: In the United States District Court for the Eastern District of 
Louisiana, Civil Action Number 90-4088, November 3 & 4, 1992 (Deposition), February 9 & 10, 
1993 (Testimony). 

Statement, Supplemental Statement and Deposition of Dennis W. Carlton in Re: City of Dillingham, et 
al. v. Western Pioneer, Inc .. et aL, and City of Nome v. Western Pioneer, Inc., et al.: In the 
United States District Court for the District of Alaska, No. A89-014 Civil (Consolidated for Pre­
Trial Proceedings with No. N89-004 Civil), November 6, 1992 (Statement and Supplemental 
Statement), November 24, 1992 (Deposition). 

Verified Statement of Dennis W. Carlton in Re: Kansas City Southern Industries, Inc •. , The Kansas 
City Southern Railway Company and K&M Newco, Inc. - Control - MidSouth Corporation, 
MidSouth Rail Corporation, Midlouisiana Rail Corporation, SouthRail Corporation and TennRail 
Corporation, Before the Interstate Commerce Commission, Finance Docket No. 32167, May 
1993. 

Verified Statements and Deposition of Dennis W. Carlton in Re: Union Pacific Corporation, Union 
Pacific Railroad Company and Missouri Pacific Railroad Company - Control - Chicago and 
North Western Holdings Corp. and Chicago and Northwestern Transportation Company: Before 
the Interstate Commerce Commission, Finance Docket No. 32133, May 24. 1993, June 21, 
1993, and November 24, 1993 (Statements), March 17, 1994 and July 26, 1994 (Deposition). 

Verified Statement of Dennis W. Carlton in Re: Application of TTX Company and Certain common 
Carriers by Railroad For Approval of Amendment of Pooling Agreement and Car Contract 
Extending Their Terms, Before the Interstate Commerce Commission, Finance Docket No. 
27590 (Sub-No. 2), November 19, 1993. · 
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PUBLIC 

Deposition of Dennis W. Carlton in Re: Merck & Co., Inc. v. Alcon Laboratories, Inc., In the United 
States District Court for the District of Delaware, No. C.A. 92-691, December 14, 1993. 

Deposition and Affidavit of Dennis W. Carlton in Re: Northwest Airlines, Inc; v. American Airlines, 
Inc., Before the United States District Court, District of Minnesota, Fourth Division, C.V. No. 4-
91-539, February 22 & 23, 1994, May 16 & 17, 1995, and July 8, 1997 (Deposition); and 
February 20, 1995 and May 9, 1996 (Affidavit). 

Testimony of Dennis W. Carlton in Re: Florida Power & Light Company: Before the Federal Energy 
Regulatory Commission, Docket Nos. ER93-465-000, ER93-507-000, ER-93-922-000, and 
EL94-12-000, April 5, 1994, October 19, 1994, and June 22, 1995. 

Testimony of Dennis W. Carlton in Re: The Matter ofTouchfax Information Systems Inc. and Landis 
& Gyr Communications: Before the American Arbitration Association. No. 13-T-133-00260-93, 
May 10, 1994. 

Affidavit and Declaration of Dennis w. Carlton in Re: United States of America v. Western Electric 
Company, Inc., and American Telephone and Telegraph Company: Before the United States 
District Court for the District of Columbia, Civil Action No. 82-0192, February 28, 1994 (Affidavit 
with Kenneth J. Arrow), May 30, 1995 (Declaration with Kenneth J. Arrow). 

Affidavit and Testimony of Dennis W. Carlton in Re: Leonard R. Kahn v. Emerson Electric Co., a 
Missouri corporation; Hazeltine Corporation, a Delaware corporation; and Motorola, Inc., a 
Delaware corporation; John Doe corporations 1-x; and John Does 1-x, individually; Before the 
United States District Court, for the Eastern District of New York, 92 Civ. 3063 (ADS), October 
20, 1994 (Affidavit with Alan S. Frankel), May 22, 1995 (Testimony with Alan S. Frankel). 

Deposition and Testimony of Dennis W. Carlton in Re: Federal Trade Commission v. B.A.T. 
Industries P.L.C., Brown and Williamson Tobacco Corporation; American Brands, Inc.; and 
American Tobacco Company, Before the U11ited States District Court, Southern District of New 
York, C.V. No. 94 Civ. 7849, November 20, 1994 (Deposition), December 14, 1994 (Testimony). 

Affidavit, Supplemental Affidavit and Deposition of Dennis W. Carlton in Re: Weatherford Roofing 
Company v. Employers National Insurance Company and Employers Casualty Company et al: 
In the United States District Court for the District of Dallas County, Texas, 116th Judicial District, 
No. 91-05637, May 5, 1995 (Affidavit), May 9-10 & June 1, 1995 (Deposition), October 20, 1995 
(Supplemental Affidavit). 

Affidavit of Dennis W. Carlton in Re: Airline Travel Agency Commission Antitrust Litigation: In the 
United States District Court for the District of Minnesota, No. 4-95-107, June 14, 1995. 

Declaration of Dennis W. Carlton in Re: Donnelly Corporation v. Gentex Corporation: In the United 
States District Court for the Western District of Michigan, Southern Division, Case No. 1 :93 CV 
530, October 20, 1995. 

Testimony of Dennis W. Carlton in Re: Hearings on Global and Innovation-based Competition, before 
the Federal Trade Commission October 25, 1995. 

Report and Deposition of Dennis W. Carlton in Re: Brand Name Prescription Drugs Antitrust 
Litigation, In the United States District Court for the Northern District of Illinois, Eastern Division, 
MDL No. 997, November 20, 1995 (Report), December 18 & 19, 1995 (Deposition). 
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PUBLIC 

Expert Report and Deposition of Dennis W. Carlton in Re: Johnson Matthey v. General Motors 
(Antitrust Counterclaim), District Court for the Eastern District of Wisconsin, No. 93 C 0931, 
January 9, 1996 (Expert Report), February 14, 1996 (Deposition). 

Brief of Evidence, Summary of Evidence, and Testimony of Dennis W. Carlton on Behalf of 
Defendants in Re: Shell (Petroleum Mining) Company Limited and Todd Petroleum Mining 
Company Limited v. Kapuni Gas Contracts Limited and Natural Gas Corporation of New 
Zealand Limited, In the High Court of New Zealand, Auckland Registry, Commercial List, CL 
5/94, April 2, 1996 (Brief of Evidence), July 18, 1996 (Summary of Evidence), July 18-19, 1996 
(Testimony). 

Expert Report, Deposition, and Testimony of Dennis W. Cartton in Re: The Matter of the Arbitration 
Between Sprint Communications Company LP. and Network 2000 Communications 
Corporation, Arbitration Case Number 57 181 0013 94, July 15, 1996 (Expert Report with H. 
Sider), August 12, 1996 (Deposition), September 27, 1996 (Testimony). 

Testimony, Prepared Statement and Affidavit of Dennis w. Carlton on behalf of Sacramento Municipal 
Utility District in Re: Pacific Gas & Electric Company, San Diego Gas & Electric Company, and 
Southern California Edison Company: Before the Federal Energy Regulatory Commission 
Technical Conference on Market Power & Transmission Pricing, Docket Nos. ER96-1663-000, 
EC96-19-000, EL96-48-000, September 12, 1996 (Testimony and Prepared 
Statement), January 16, 1997 (Affidavit with G. Bamberger). 

Declaration of Dennis W. Canton in Re: United States of America v. International Business Machines: 
In the United States District Court for the Southern District of New York, Civil Action No. 72-344 
(AGS), November 12, 1996. 

Expert Report, Affidavit Rebuttal and Deposition of Dennis W. Carlton in Re: Bell Atlantic Corporation 
and DSC Communications Corporation v. AT&T Corporation and Lucent Technologies Inc., Civil 
Action No. 5-96CV45, December 4, 1996 (Expert Report with R. E. Olley and D.S. Sibley), 
January 10, 1997 (Affidavit Rebuttal with R.E. Olley and D.S. Sibley), January 21, 1997 
(Deposition). 

Affidavit of Dennis W. Carlton in Re: Advanta Corp., Advanta National Bank U.S.A, and Advanta 
National Bank v. Visa U.S.A., Inc. and Mastercard International, Inc.: In the United States 
District Court for the Eastern District of Pennsylvania, Civil Action No. 96-CV-7940, January 21, 
1997. 

Deposition, Testimony, and Surrebuttal Testimony of Dennis W. Carlton in Re: In the Matter of Toys 
"R" Us, Inc.: In the United States of America Before the Federal Trade Commission, File No. 
9278, March 16, 1997 (Deposition), April 16 and 25, 1997 (Testimony), June 3, 1997 
(Surrebuttal Testimony). 

Deposition of Dennis W. Carlton in Re: In the Matter of Theresa Aguilar, et al vs. Atlantic Richfield 
Corporation et al: In the Superior Court of the State of California In and For the County of San 
Diego, File No. 700810, September 30, 1997 (Deposition). 

Report of Dennis W. Carlton in Re: Few Ready Mix Concrete Co., v. Transit Mix Concrete & Materials 
Co., et al: In the United States District Court for the Eastern District of Texas Lufkin Division, No. 
9:96-CV-86, October 31, 1997 (with W. J. Lynk). 
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PUBLIC 

Verified Statement, Depositions, Verified Reply Statement, and Verified Rebuttal Statement of Dennis 
W. Carlton in Re: CF Industries, Inc. v. Koch Pipeline Company, LP.: In the United States of 
America Before the Department of Transportation Surface Transportation Board, No. 41685, 
November 7, 1997 (Verified Statement), December 19, 1997 (Deposition), January 8, 1998 
(Verified Reply Statement), February 3, 1998 (Deposition), February 20, 1998 (Verified Rebuttal 
Statement). 

Expert Witness Report, Deposition and Affidavits of Dennis W. Carlton in Re: Industrial Silicon 
Antitrust Litigation: In the United States District Court for the Western District of Pennsylvania, 
No. 95-2104, January 9, 1998 (Expert Witness Report), February 10-11, 1998 (Deposition), April 
8, 1998 (Affidavit), June 29, 1998 (Affidavit). 

Declaration, Affidavit (NY), Affidavit (FL) and Second Declaration of Dennis W. Carlton in Re: 
Applications of WorldCom, Inc. and MCI Communications Corporation for Transfer of Control of 
MCI Communications Corporation to WorldCom, Inc.: Before the Federal Communications 
Commission, CC Docket No. 97-211, January 25, 1998 (with H. Sider); Before the New York 
State Public Service Commission, No. 97-C-1804, February 16, 1998 (Affidavit with H. Sider); 
Before the Florida Public Service Commission, No. 971375-TP, February 27, 1998 (Affidavit with 
H. Sider); Before the Federal Communications Commission, CC Docket No. 97-211, 
March 19, 1998 (Second Declaration with H. Sider). 

Expert Report and Deposition of Dennis W. Carlton in Re: Bepco, Inc., et al v. AlfiedSignal Inc. and 
AlliedSignal Truck Brake System Co.: In the United States District Court for the Middle District of 
North Carolina, Winston-Salem Division, No. 6:96CV00274, February 3, 1998 (Expert Report), 
March 3, 1998 (Deposition). 

Affidavit, Reports, Reply Affidavit, Reply Report, Prepared Statements and Testimony of Dennis W. 
Carlton in Re: The Merger of SBC Communications Inc. with Ameritech Corporation: Before the 
Federal Communications Commission, CC Docket No. 98-141, July 20, 1998 (Affidavit and 
Report), November 12, 1998 {Reply Affidavit and Reply Report), February 5, 1999 (Prepared 
Statements and Testimony as a Participant in the Round Table on the Economics of Mergers 
Between Large ILECS), April 13, 1999 (Report to the FCC on Supplemental Analysis of the 
Katz/Salop Hypothesis). 

Report and Supplemental Report of Dennis W. Carlton in Re: Riverside Pipeline Company v. 
Panhandle Eastern Pipeline Company: In the U.S. District Court for the Western District of 
Missouri, No. 97-0642-CV~W-4, September 20, 1998 (Report with H. Sider), January 7, 1999 
(Supplemental Report). 

Statement of Dennis W. Carlton in Re: Enforcement Policy Regarding Unfair Exclusionary Conduct in 
the Air Transportation Industry: Before the Department of Transportation, Office of the 
Secretary, Washington, D.C., Docket No. OST-98-3713, September 24, 1998 (with G. 
Bamberger). 

Report and Deposition of Dennis W. Carlton in Re: The Procter & Gamble Company, et al. vs. 
Amway Corporation, et al: In the U;S. District Court for the Southern District of Texas, Houston 
Division, January 8, 1999 (Report), February 9. 1999 (Deposition). 
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PUBLIC 

Responsive Direct Testimony, Prepared Answering Testimony (OK), Prepared Answering Testimony 
and Exhibits (FERC) of Dennis W. Carlton for Intervenor Oklahoma Gas and Electric Company 
in Re: Joint Application of American Electric Power Company, Inc., Public Service Company of 
Oklahoma and Central and South West Corporation Regarding Proposed Merger: Before the 
Corporation Commission of the State of Oklahoma, Cause No. PUD 980000444, March 29, 
1999 (with G. Bamberger); United States of American Before the Federal Energy Regulatory 
Commission FERC Docket Nos. ER98-40..000, ER98-2770-000, ER98-2786-000. April 27, 1999 
(with G. Bamberger). 

Report and Declaration of Dennis W. Carlton in Re: Telnet Communications, Inc., et al. v. WorldCom, 
Inc., et al.: In the United States District Court for the Southern District of Texas, Houston 
Division, No. H-98-2020, March 30, 1999 (Report), April 28, 1999 (Declaration). 

Expert Report, Deposition and Supplemental Report of Dennis W. Carlton in Re: United States of 
America vs. American Society of Composers; Authors and Publishers in the Matter of the 
Application of Turner Broadcasting Systems Inc. for the Determination of Reasonable License 
Fees: Before the United States District Court, Southern District of New York, Civ. 13-95 (WCC) 
(Referred to Magistrate Judge Dolinger), April 15, 1999 (Expert Report), July 28-29 and August 
5, 1999 (Deposition), December 16, 1999 (Supplemental Report). 

Declaration, Deposition and Reply Declaration of Dennis W. Carlton in Re: Visa Check/MasterMoney 
Antitrust Litigation: Before the United States District Court, Eastern District of New York, No. CV 
96-5238 (JB) RLM), April 15, 1999 (Declaration), May 25, 1999 and June 1, 1999 (Deposition), 
August 1, 1999 (Reply Declaration). 

Report and Deposition of Dennis W. Carlton in Re: Zeneca Limited, Zeneca Holdings Inc., and 
Zeneca Inc. v. Rhone-Poulenc Inc. and Rhone-Poulenc AG Company: In the United States 
District Court for the District of Delaware, No. 97-652-GMS, May 17, 1999 (Report), June 16, 
1999 (Deposition). 

Affidavit and Reply Affidavit of Dennis W. Carlton in Re: Andersen Consulting Business Unit Member 
Firms v. Arthur Andersen Business Unit Member Firms and Andersen Worldwide Societe 
Cooperative: Before the International Court of Arbitration of the International Chamber of 
Commerce, No. 9797/CK, June 2, 1999 (Affidavit), September 13, 1999 (Reply Affidavit). 

Affidavit, Report, Rebuttal Report, Reply Report, Rebuttal Report and Testimony of Dennis W.Carlton 
in Re: The Commissioner of Competition and Superior Propane Inc. and ICG Propane Inc.: 
Before The Competition Tribunal, No. CT-98/2, August 17, 1999 (Affidavit and Report), 
September 14, 1999 (Rebuttal Report with G. Bamberger), September 19, 1999 (Reply Report 
with G. Bamberger), September 27, 1999 (Rebuttal Report to Professor Michael Ward with G. 
Bamberger), December 13·14, 1999 (Testimony with G. Bamberger). 

Declaration of Dennis W. Carlton in Re: Merger of Qwest Communications International Inc. and U S 
WEST, Inc.: Before the Federal Communications Commission, CC Docket No. 99-272, 
October 18, 1999 (with Hal Sider). 

Prepared Direct Testimony, Deposition and Cross-Examination of Dr. Dennis W. Carlton on behalf of 
Sierra Pacific Power Company in Re: United States of America Before the Federal Energy 
Regulatory Commission: Docket Nos. ER99-28~001, ER99-28-003, EL99-38-002 and ER99-
945-002, November 17, 1999 (Prepared Direct Testimony), January 10, zooo (Deposition), April 
26 and May 1, 2000 (Cross-Examination). 
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PUBLIC 

Expert Report and Deposition of Dennis W. Carlton in Re: United States of America v. Northwest 
Airlines Corporation and Continental Airlines, Inc.: In the United States District Court for the 
Eastern District of Michigan, Southern Division, Civil Action No. 98-74611, January 27, 2000 
(Expert Report), June 7, 2000 (Deposition). 

Declaration and Ex Parte Declaration of Dennis W. Carlton in Re: Joint Applications of MCI 
WorldCom, Inc., and Sprint Corporation for Consent to Transfer Control: Before the Federal 
Communications Commission, CC Docket No. 9g.;.333, February 18, 2000 (Declaration with H. 
Sider), May 10, 2000 (Ex Parte Declaration with H. Sider). 

Testimony, Rebuttal Testimony and Cross-Examination of Dennis W. Carlton on behalf of Sacramento 
Municipal Utility District in Re: Application of Pacific Gas and Electric Company to Market Value 
Hydroelectric Generating Plants and Related Assets Pursuant to Public Utilities Code Sections 
367(b) and 851: Before the Public Utilities Commission of the State of California, application No. 
99-09-053, March 2, 2000 (Testimony), March 16, 2000 (Rebuttal Testimony), May 9, 2000 
(Cross-Examination). 

Affidavit, Deposition and Reply Affidavit of Dennis W. Carlton in Re: Gregory F. Daniel, M.D., et al., v. 
American Board of Emergency Medicine, et al: In the United States District Court for the 
Western District of New York, Civil Action No. 90-CV-1086A. March 3, 2000 (Affidavit), April 17 
and 18, 2000 (Deposition), July 12, 2000 (Reply Affidavit). 

Expert Report; Reply Expert Report, Deposition and Supplemental Report of Dennis W. Carlton in Re: 
CSX Transportation, Inc. V. Qwest Communications International, Inc.: In the United States 
District Court for the Middle District of Florida, Jacksonville Division, Civil Action No. 99-412-CIV­
J-21 C, July 19, 2000 (Expert Report), October 11 , 2000 (Reply Expert Report), January 10-11, 
2001 (Deposition), July 18, 2001 (Supplemental Report). 

Reply Declaration of Dennis W. Carlton in Re: Joint Application of Northpoint Communications and 
Verizon Communications for Authority to Transfer Control of BlanketAuthorization to Provide 
Domestic Interstate Telecommunications Services as a Non-DominantCarrier: Before the 
Federal Communications Commission, Washington DC, Docket No. 00-157, October 17, 2000 
(Reply Declaration with H. Sider). 

Declaration and Reply Declaration of Dennis W. Carlton in Re: In the Matter of Inquiry Concerning 
High-Speed Access to the Internet Over Cable and Other Facilities: Before the Federal 
Communications Commission, Washington DC, Docket No. 00-195, December 1, 2000 
(Declaration with K. Arrow and G. Becker), January 10, 2001 (Reply Declaration with K. Arrqw 
and G. Becker). 

Report, Rebuttal Report, Deposition, Testimony, and Supplemental Report of Dennis W. Carlton in 
Re: Rambus Inc. v. Infineon Technologies AG; Infineon Technologies North America Corp., 
Infineon Technologies, Inc., Infineon Technologies Holding North America Corp., and Infineon 
Technologies Corp.: In the United States District Court for the Eastern District of Virginia, 
Richmond Division, Civil Action No. 3:00CV524, December 20, 2000 (Report), January 19, 2001 
{Rebuttal Report), February 6, 2001 (Deposition), May 3, 2001 (Testimony), February 13, 2004 
(Supplemental Report). 

Reports, Rebuttal Reports, Deposition and Declaration of Dennis W. Carlton in Re: Micron 
Technology, Inc. v. Rambus Inc.: In the United States District Court for the District of Delaware, 
Civil Action No. 00-792, March 28, 2001 (Report), April 13, 2001 (Rebuttal Report), April 18, 
2001 (Deposition), and August 17, 2001 (Report), September 17, 2001 (Rebuttal Report), 
Declaration (October 1, 2001). 
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PUBLIC 

Expert Report, Deposition and Testimony of Dennis W. Carlton in Re: Amgen Inc. v. Ortho . 
Pharmaceutical Corp.: Endispute Arbitration, Chicago, Illinois, August 31, 2001 (Expert Report), 
November 27-28, 2001 (Deposition), May 9-10, 2002 (Testimony). 

Testimony of Dennis W. Carlton in Re: Empirical Industrial Organization Roundtable: Before the 
Federal Trade Commission, Matter No. P015602 (September 11, 2001 ). 

Expert Report of Dennis W. Carlton in Re: Artemio Del Serrone, et al. v. Philip Morris Companies, 
Inc., et al.: In the Circuit Court for the County of Wayne, State of Michigan, No. 00-004035 CZ, 
December 19, 2001. 

Expert Report and Deposition of Dennis W. Carlton in Re: Cigarette Price-Fixing Litigation and related 
cases, Holiday Wholesale Grocery Company, et al. v. Philip Morris Incorporated, et al.: In the 
United States District Court for the Northern District of Georgia, Atlanta Division, No. 1 :OO-CV-
0447-JOF, MDL No. 1342, December 19, 2001 (Expert Report), January 23, 2002 (Deposition). 

Expert Report and Deposition of Dennis W. Carlton in Re: Flat Glass Antitrust Litigation: In the United 
States District Court for the Western District of Pennsylvania, No. 97-550, MDL NO. 1200, 
December 20, 2001 (Expert Report), February 4-6, 2002 (Deposition). 

Expert Report, Supplemental Expert Report, and Deposition of Dennis W. Carlton in Re: Symbol 
Technologies et al v. Lemelson Medical et al and Cognex Corporation v. Lemelson Medical et al: 
In the United States District Court, District of Nevada, CV-S-01-'701-PMP (RJJ) and CV-S-01-
702-PMP (RJJ), December 14, 2001 (Expert Report), May 7, 2002 (Supplemental Expert 
Report), October 3, 2002 (Deposition). 

Declaration and Reply Declaration of Dennis W. Carlton in Re: Review of Regulatory Requirements 
for Incumbent LEC Broadband Telecommunications Services: Before the Federal 
Communications Commission, Washington DC, CC Docket No. 01-337, FCC 01-360, March 1, 
2002 (Declaration with H. Sider), April 22, 2002 (Reply Declaration with H. Sider and G. 
Bamberger). 

Declaration, Deposition, Reply Declaration, and Preliminary Injunction Hearing Testimony of Dennis 
W. Carlton in Re: Sun Microsystems Inc. v. Microsoft Corporation: In the United States District 
Court, Northern District of California, San Jose Division, Civil Action No. C 02-01150 RMW 
(PVT), March 8, 2002 (Declaration), June 27, 2002 (Deposition), August 9, 2002 (Reply 
Declaration); In the United States District Court for the District of Maryland, Northern Division, 
MDL No. 1332, December 4, 2002 (Preliminary Injunction Hearing Testimony). 

Declaration of Dennis W. Carlton in Re: In the Matter of Applications for Consent to the Transfer of 
Control of Licenses, Comcast Corporation and AT&TCorp., Transferors. to AT&T Comcast 
Corporation, Transferee: Before the Federal Communications Commission, Washington, D.C., 
MB Docket No. 02-70, April 26, 2002 

Declaration of Dennis W. Carlton In Re Shirley Robinson, et al., v. Bell Atlantic Corporation d/b/a 
Verizon Communications, et al., United States District Court Eastern District of Kentucky, 
Lexington Division, Case No. 01-98, August 30, 2002 (with R. Gertner). 

Expert Report and Deposition of Dennis W. Carlton in Re: Duramed Pharmaceuticals, Inc. v. Wyeth­
Ayerst Laboratories, Inc.: In the United States District Court, Southern District of Ohio, Western 
Division at Cincinnati, Civil Action No. C-1-00-735, August 19, 2002 (Expert Report), September 
24, 2002 (Deposition). 
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Affidavit of Dennis W. Carlton in Re: USG Corporation, a Delaware Corporation, et al, In the United 
States Bankruptcy Court for the District of Delaware, Case No. 01-2094 (RJN), August 20, 2002 
(Affidavit). 

Expert Report, Expert Rebuttal Report, and Deposition of Dennis W. Carlton in Re: Sarah Futch Hall, 
d/b/a Travel Specialist, et al., on behalf of themselves and all others similarly situated v. United 
Airlines, Inc., et al.: In the United States District Court for the Eastern District of North Carolina 
Southern Division, No. 7:00-CV-123-BR(1), October 4, 2002 (Expert Report), November 13, 
2002 (Expert Rebuttal Report), November 21, 2002 (Deposition). 

Initial Report and Deposition of Dennis W. Carlton in Re: Sunrise International Leasing Corp.,v. Sun 
Microsystems Inc.,: In the United States District Court for the District of Minnesota, Civil Action 
No. 01-CV-1057 (JMR/FLN), March 27, 2003 (Initial Report with H. Sider), July 30, 2003 
(Discovery Deposition). 

Declaration and Reply Declaration of Dennis W. Carlton Before the Federal Communications 
Commission, Washington DC, in Re: Matter of Section 272(f) (1) Sunset of the BOC Separate 
Affiliate and Related Requirements, 2000 Biennial Regulatory Review Separate Affiliate 
Requirements of Section 64.1903 of the Commission's Rules, WC Docket No. 02-112, CC 
Docket No. 00-175, June 30, 2003 (Declaration with H. Sider and A. Shampine), July 28, 2003 
(Reply Declaration with H. Sider and A. Shampine). 

Economic Analysis, Response and Economic Analysis of Dennis W. Carlton, "Economic Analysis of 
the News Corporation/DIRECTV Transaction," submitted to the Federal Communications 
Commission, MB Docket No. 03-124; July 1, 2003 (Economic Analysis with J. Halpern and G. 
Bamberger); September 8, 2003 (Response with J. Halpern and G. Bamberger); October 2, 
2003 (Economic Analysis to DOJ with J. Halpern and G, Bamberger). 

Supplemental Declarations of Dennis W. Carlton in Re: Review of Regulatory Requirements for 
Incumbent LEC Broadband Telecommunications Services: Before the Federal Communications 
Commission, Washington DC, CC Docket No. 01-337, FCC 01-360, July 11, 2003 (with H. 
Sider), September 3, 2003 (with H. Sider). 

Expert Report and Deposition of Dennis W. Carlton In Re: D. Lamar Deloach, et al. v. Philip Morris 
Companies, Inc., et al. (R.J. Reynolds Tobacco Co.), In the United States District Court for the 
Middle District of North Carolina, Greensboro Division, Case No. OO-CV-1235, October 2, 2003 
(Expert Report), October 30, 2003 (Deposition). 

Report of Dennis W. Carlton on behalf of Verizon, November 18, 2003 (with K. Arrow, G. Becker, and 
R Solow). 

Report and Deposition of Dennis W. Carlton In Re: Francis Ferko and Russell Vaughn as 
Shareholders of Speedway Motorsports, Inc. v. (NASCAR) National Association for Stock Car 
Auto Racing, Inc., International Speedway Corporation, and Speedway Motorsports, Inc.,: In the 
United States District Court Eastern District of Texas Sherman Division, Case No. 4:02cv50, 
Honorable Richard A. Schell, December 15, 2003 (Report), January 21-22, 2004 (Deposition). 

Declaration, Deposition, and Rebuttal Declaration of Dennis W. Carlton Jn Re: CSC Holdings, Inc. v. 
Yankees Entertainment and Sports Network, LLC., before the American Arbitration Association, 
Arbitration Proceeding, Case No 13 181 02839 03, January 23, 2004 (Declaration), February 5, 
2004 (Deposition), February 24, 2004 (Rebuttal Declaration). 
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Expert Report, Deposition, Expert Report, Deposition and Testimony of Dennis W. Carlton In Re: 
Jamsports and Entertainment, LLC v. Paradama Productions, Inc., d/b/a AMA Pro Racing, Clear 
Channel Communications, Inc., SFX Entertainment, Inc., dlbfa Clear Channel Entertainment 
SFX Motor Sports, Inc., d/b/a Clear Channel Entertainment-Motor Sports, In the United States 
District Court for the Northern District of Illinois Eastern Division, Case No. 02 C 2298, March 8, 
2004 (Expert Report), April 19 and 20, 2004 (Deposition}, September 28, 2004 (Expert Report), 
October 4, 2004 (Deposition), March 11, 14, 2005 (Trial Testimony). 

Affidavit in Reply, Second Affidavit, and Testimony of Dennis W. Carlton In Re: The Matter of an 
Appeal from Determinations of the Commerce Commission Between Air New Zealand Limited 
Between Qantas Airways Limited and The Commerce Commission, In the High Court of New 
Zealand Auckland Registry Commercial List Under The Commerce Act 1986, GIV 2003 404 
6590, June 7, 2004 (Affidavit), July 6, 2004 (Second Affidavit), July 13-16, 2004 (Testimony). 

Expert Report and Deposition of Dennis W. Carlton in Re: J.8.0.L. Corp. d/b/a Beckett Apothecary, et 
al., v. Wyeth-Ayerst Laboratories, Inc., et al., Civil Action No. C-1-01-704. CVS Merdian, Inc., 
and Rite Aid Corp., v. Wyeth, Civil Action No. C-1-03-781, in the United States District Court for 
the Southern District of Ohio Western Division, July 7, 2004 (Expert Report), September 3, 2004 
(Deposition). 

Declaration of Dennis W. Carlton on behalf of Bellsouth Telecommunications, Inc., in the matter of 
AT&T Corp., v. Bellsouth Telecommunications, Inc., before the Federal Communications 
Commission, Washington, DC 20554, July 20, 2004 (with H. Sider). 

Expert Report, Sur-Reply Expert Report, Deposition, Affidavit and Supplemental Report of Dennis W. 
Carlton in Re: Flat Glass Antitrust Litigation: In the United States District Court for the Western 
District of Pennsylvania, Master Docket MISC No. 97-550, relates to Jeld-Wen, Inc. Docket No. 
2-99-875, July 6, 2004 (Expert Report), September 9, 2004 (Sur-Reply Expert Report), 
November 1-2, 2004 (Deposition), July 20, 2005 (Affidavit), August 16, 2005 (Supplemental 
Report). 

Expert Report, Declaration and Deposition of Dennis W. Carlton (T-Mobile, Sprint PCS, AT&T 
Wireless, Cingular, Verizon Wireless Reports) in Re: Wireless Telephone Services Antitrust 
Litigation: In the United States District Court Southern District of New York, 02 Civ. 2637, 
December 20, 2004 (Expert Report), February 9, 2005 (Deposition). 

Declaration, Testimony, Reply Declaration/Rebuttal, Joint Applicants' Statement, Ex Parte, Rebuttal 
Testimony and Rejoiner Testimony of Dennis W. Carlton in Re: In the Matter of the Proposed 
Merger of AT&T Corp.,(AT&T) and SBC Communications Inc. (SBC), Before the FCC, February 
21, 2005 (Declaration with H. Sider);Before the New Jersey Public Utility Commission, May 4, 
2005 (Testimony with H. Sider); Before the FCC, May 9, 2005 (Reply Declaration/Rebuttal with 
H. Sider); Before the Pennsylvania Utility Commission, May 12, 2005 (Joint Applicants' 
Statement with H. Sider); Before the FCC, June 28, 2005 (Ex Parle with H. Sider); Before the 
Pennsylvania Public Utility Commission, July 15, 2005 (Rebuttal Testimony with H. Sider); 
Before the Pennsylvania Public Utility Commission, August 5, 2005 (Rejoiner Testimony with H. 
Sider). 

Expert Report of Dennis W. Carlton in Re: In the matter of Echostar Satellite, L.L.C~. v. Fox Television 
Holdings, Inc., Fox/UTV Holdings, Inc., News Corporation: Before the American Arbitration 
Association, Case No. 71 472 E 00690 04, March 2, 2005 (with G. Bamberger). 
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Declaration, Reply Declaration, Proprietary Report and Redacted Reports of Dennis W. Carlton in Re: 
In the matter of Verizon Communications Inc., and MCI, Inc., Applications for Approval of 
Transfer of Control, Before the FCC (Federal Communications Commission), Washington, DC 
20554, WC Docket No. 05-75, March 10, 2005 (Declaration with G. Bamberger and A 
Shampine), May 24, 2005 (Reply Declaration with A. Shampine), August 5, 2005 (Proprietary 
and Redacted Report with G. Bamberger and A. Shampine), September 9, 2005 (Redacted 
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Expert Report, Deposition, Affidavit, Supplemental Report and Testimony of Dennis W. Carlton in Re: 
Celanese Ltd., et al. v. JO Tankers AS, et al, April 8, 2005 (Expert Report); and May 6, 2005 
(Deposition); June 10, 2005 (Affidavit); October 10, 2005 (Supplemental Report), November 9-
10, 2005 (Testimony). 
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Deposition, Expert Reports, Written Direct Examination, Deposition and Trial Testimony of Dennis W. 
Carlton in Re: United States of America v. Philip Morris USA Inc. (f//k/a Philip Morris 
Incorporated), et al., In the United States Court for the District of Columbia, Civil Action No. 99-
CV- 2496 (GK), September 10, 2002 (Deposition); April 29. 2005 {Expert Report); May 3. 2005 
(Written District Examination); May 10, 2002 (Expert Report); May 23, 2005 (Written Direct 
Examination); May 23, 2005 (Deposition), June 2, 2005 (Trial Testimony). 

Deposition and Expert Submission of Dennis W. Carlton in Re: 2003 NPM Adjustment Proceeding 
pursuant to Master Settlement Agreement, November 22, 2005 (Depositioh),October 10, 2005 
(Expert Submission), January 30, 2006 (Expert Final Submission). 

Declaration of Dennis W. Carlton in Re: Covad Communications, et.al. v. Bell Atlantic, et at, Civil 
Action No.: 1:99-CV-01046, June 10, 2005 (Declaration). 

Joint Report by Dennis W. Carlton and Alan S. Frankel In the Matter of the Decision of the Office of 
Fair Trading dated 6 September 2005 No. CA 98/05/05 of 6 September 2005 in Case 
CP/0090/00/S, Competition Appeal Tribunal (U.K.), February 27, 2006 (Report). 

Expert Report and Deposition of Dennis W. Carlton in Re: Fresh Del Monte Pineapples Antitrust 
Litigation In the United States District Court for the Southern District of New York, Civil Action 
No. 03-CV-10230 (RMB), February 3, 2006 (Expert Report); February 22, 2006 (Deposition). 

Expert Report of Dennis W. Carlton in Re: Marjorie Ferrell, et al., v. Wyeth-Ayerst Laboratories, Inc., 
et al. In the United States District Court for the Southern District of Ohio, Civil Action No. C-1-01-
447, May 3, 2006 (Expert Report). 

Declaration of Dennis W. Carlton (with Hal Sider) in Re: AT&T Corporation and BellSouth 
Corporation., Application for Approval of Transfer of Control, in the Federal Communications 
Commission, WC Docket 06-74, March 29, 2006 (Declaration), June 19, 2006 (Reply 
Declaration), August 21, 2006 (Declaration). 

Declaration of Dennis W. Carlton in Re: Wireless Telephone Services Antitrust Litigation, Michael 
Freeland, et al., on behalf of himself and others, v. AT&T Corporation, et al. In the United States 
District Court, Southern District of New York, Master File 02 Civ. 2637 (DLC) and Separate File 
04 Civ. 8653 (DLC), May 5, 2006 (Declaration). 
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Declaration, Deposition, Direct Testimony and Rebuttal Testimony of Dennis W. Carlton in Re: Certain 
Baseband Processor Chips and Chipsets, Transmitter and Receiver (Radio) Chips, Power 
Control Chips, and Products Containing Same, Including Cellular Telephone Handsets, In the 
United States International Trade Commission, May 19, 2006 (Declaration), June 1, 2006 
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(Live Testimony). 

Expert Report, Supplemental Expert Report, Second Supplemental Expert Report, Reply Expert 
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Western District of Kentucky, Case No. 03:08-CV-571-JBC, December 1, 2008 (Declaration). 

Expert Report, and Supplemental Expert Report of Dennis W. Carlton and Mark Israel in Re: Toys "R" 
Us-Delaware, Inc., and Geoffrey, Inc. v Chase Bank USA, N.A., for the American Arbitration 
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12, 2011 (Review of Economic Literature). 
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Expert Report of Dennis W. Carlton in Re: The 2003 NPM Adjustment Proceedings Before An 
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Report Concerning Dell Inc. and Dell Products LP.), February 23, 2012 (Expert Report 
Concerning Eastman Kodak Company), February 23, 2012 (Expert Report Concerning ATS 
Claim, LLC; AT&T Mobility LLC et al.; Best Buy Co., Inc. et al.; Costco Wholesale Corporation; 
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Exhibit B 

List of Materials Relied On in Report 

1. 

2. Examination for Discovery of Michael Bradley on behalf of Visa Canada Corporation. 

5. MasterCard Rules, Rule 5.1 

6. Visa International Operating Regulations Core Principle 6.4 "Merchant Qualification 
Standards" (GSSS5893_00001550). 

7. 

8. Code of Conduct for the Debit and Credit Card Industry 
(http://www.fin;gc.ca/n1 O/data/1 0-049_1-eng.asp ). 

9. Dennis W. Carlton and Jeffrey M. Perloff, Modem Industrial Organization, 4th ed. 

10. Canadian Merger Enforcement Guidelines 
(http://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/03384.html). 

11. Dennis W. Carlton, "Market Definition: Use and Abuse," Competition Policy International, 
Vol. 3, No. 1, Spring 2007. 

12. Renata Hesse and Joshua Soven, "Defining Relevant Product Markets in Electronic 
Payment Network Antitrust Cases," 73 Antitrust Law Journal, 2006. 

14. Howard Chang, David S. Evans and Daniel D. Garcia Swartz, "The Effect of Regulatory 
Intervention in Two-Sided Markets: An Assessment of Interchange-Fee Capping in 
Australia," Review of Network Economics, Vol.4, Issue 4 - December 2005. 

15. Alan S. Frankel, "Monopoly and Competition in the Supply and Exchange of Money," 66 
Antitrust Law Journal 313, 1998. 

16. Marc Rysman, "An Empirical Analysis of Payment Card Usage," LV Journal of Industrial 
Economics, 2007. 

17. http://www.interac.ca/media/stats.php. 
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18. Bank of Canada Report (GSSS0035_00001377). 

19. Bank of Canada Discussion Paper (GSSS0035_00001329). 

20. Credit Card Statistics - VISA and MasterCard, Canadian Bankers Association 
(CBA003947}. 

'" 21. http://www.discoverfinancial.com/news/FactSheet_ Corporate.pdf. 

PUBLIC 

22. U.S. v. Visa, 2001, 98 Civ. 7076 (BSJ) Decision (U.S.D.C. for the S.D.N.Y., 9 October 
2001). 

23. Response of Visa Canada Corporation (in this proceeding). 

25. "Reform of Credit Card Schemes in Australia II", 2001, Commissioned Report by 
Professor Michael L. Katz for the Reserve Bank of Australia. 

27. Visa Check, 2003 96-:CV-5238 (JG) Decision (U.S.D.C. for the E.D.N.Y., 1April2003) 
(Lexis version). 

28. Statement of Grounds and Material Facts (in this proceeding). 

30. John Bagnall, Soph1a Chong and Kylie Smith, "Strategic Review of Innovation in the 
Payments System: Results of the Reserve Bank of Australia's 2010 Consumer 
Payments Use Study," Reserve Bank of Australia, June 2011. 

34. Woolworths Limited submission to the Reserve Bank of Australia (VISA00536120). 

35. OFT, "Payment surcharges: Response to the Which? Super-complaint," June 2011. 

36. Scott Schuh, Oz Shy, Joanna Stavins and Robert Triest, "An Economic Analysis of the 
2010 Proposed Settlement between the Department of Justice and Credit Card 
Networks," Federal Reserve Bank of Boston, Public Policy Discussion Papers, No. 11-4 
(http://www.bos.frb.org/economic/ppdp/2011/ppdp1104.pdf). 
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37. Martin Weiderstrand, IKEA EU Affairs, "Competition in Card Payments", presented on 
June 22, 2010, at the conference Payments Markets: Theory, Evidence, and Policy at 
the University of Granada, Spain. 

38. Peter R. Taylor, "Card and Payments Australasia 201 O Conference" - 15 March 201 o 
(http://www.comcom.govt.nz/cards-and-payments-australasia-201 O-conference-15-
march-:20101). 

39. Amiri Halberg, "More Retailer Introducing Credit Card Surcharges," January 12, 2010, 
http://topnews.net.nz/content/21654-more-retailer-introducing-credit,.card-surcharges. 

40. Wilko Bolt, Nicole Jonker and Corry van Renselaar, "/ncent;ves at the Counter: An 
Empirical Analysis of Surcharging Card Payments and Payment Behavior in the 
Netherlands," Journal of Banking and Finance, 2010 (GSSS5423_00000072). 

41. Richard Thaler, "Toward a Positive Theory of Consumer ChOice," Journal of Economic 
Behavior and Organization, I; 1980. 
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ExhibitC 

ACKNOWLEDGEMENT OF EXPERT WITNESS 

I, Dennis Carlton, acknowledge that I will comply with the Competition Tribunal's code of 
conduct for expert witnesses which is described below: · 

1. An expert witness who provides a report for use as evidence has a duty to assist the 
Tribunal impartially on matters relevant to his or her area of expertise. 

2. This duty overrides any duty to a party to the proceeding, including the person retaining 
the expert witness. An expert is to be independent and objective. An expert is not an 
advocate for a party. 

March 14, 2012 

Date Dennis Carlton 
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