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If any company could easily weather a ruling that it broke antitrust laws, it would seem to be
Microsoft Corp. 

Last fiscal year, its business generated a profit averaging $  million every hour. It has more
than $  billion in cash. And since an antitrust settlement with the U.S. Justice Department in
late 2001 imposed restrictions on Microsoft’s business, it has steadily increased revenue. 

So an imminent decision from the European Union that Microsoft illegally took advantage of its
monopoly is unlikely to hurt the company financially in the short term -- even though the
company faces fines of hundreds of millions of dollars and a requirement that it remove its
media playing software from its dominant Windows operating system. 

The European antitrust agency says it will formally issue its ruling next week. Microsoft has
vowed to appeal, which can take years, and will seek to have the ruling put on hold in the
interim. 

Even if Microsoft is forced to follow the EU orders before its appeals are exhausted, several
financial analysts said yesterday that the costs to the company would be a trifle. 

Still, the EU ruling will come at one of the most challenging junctures in Microsoft’s remarkable
history, and carries long-term risks. 

For the first time since it established its dominance in the 1990s, the company is battling a
serious competitive wildfire, in the form of open-source software, which for many corporate and
government users has proved cheaper and more flexible because they can alter its code. And
although the EU’s ruling is expected to be limited to the media player, it will strike at the heart of
the strategy that has helped Microsoft to ubiquity: Incorporating new functions into its operating
system, which powers more than 90 percent of the world’s personal computers. 

"This is another chink in Microsoft’s armor," said Ted Schadler, a vice president of research at
Forrester Research Inc. "The idea is like Gulliver and the Lilliputians." 

Legally, the danger for Microsoft is that the EU decision would serve as a precedent for
blocking any future moves by the company to add applications to Windows. 

Microsoft has announced its intentions to do just that. Its next generation of Windows, code-
named Longhorn, is expected to include applications for security and for searching the Web,
which have traditionally been the province of other vendors. 


