Impact turn – Monopolies are good; they don’t cause economic decline – they are actually correlated with innovation and high output
Scotty Hendricks 21 – Writer with MA in public policy from DePaul University and BA in philosophy from the University of Iowa. (October 7, 2021, “Why monopolies don’t always harm the economy,” Big Think, https://bigthink.com/the-present/monopoly-economics/)
What is one thing Verizon, The Walt Disney Company, and Southwest Airlines have in common? All conduct business in highly concentrated industries, in which a handful of major players have wielded increasingly concentrated power and market share over recent decades.
As you might recall from high school economics or a certain board game, monopolistic markets can damage the broader economy. After all, if one entity in an industry wields outsized market power, then you’re likely to see prices rise, workers get the shaft, and consumer surplus begin to fall.
But has this actually happened in recent decades? 
A new study published in the American Economic Journal: Microeconomics by Georgetown professor Sharat Ganapat aimed to find out. The results, which have limitations, suggest that the increasing concentration of industry in the U.S. over recent decades hasn’t been as harmful as you might expect, and that monopolies and oligopolies might even have brought some benefits to the national economy.
For those who can’t quite remember economics class, economists are often wary of monopolies coming into existence. Unlike smaller firms in a competitive market, monopolies can dictate prices by controlling the supply of the goods they provide. If the monopoly is looking to maximize its own profits, as many economists presume, it has an incentive to produce fewer goods at a higher price than a smaller firm in a competitive market. The monopolist can also charge a higher price.
Oligopolies are similar to monopolies, but they feature a handful of firms dominating a market rather than just one. Oligopolies and monopolies can produce similar problems, though entities in oligopolies tend to hold less market power. To keep markets competitive, many nations have established antitrust laws that prohibit large companies from, for example, pricing out smaller companies in certain geographic regions. 
Markets don’t always follow theory
To illuminate the effects of market concentration, Ganapati examined census, pricing, and industry data from 1972 to 2012 in the U.S. The results showed that market concentration was not correlated with price hikes. Instead, market concentration was correlated with increased output — a significant finding, considering that economists would generally expect to see reduced output in both oligopolies and monopolies.
What explains the findings? Ganapati suggests that “superstar” firms outperform their rivals in productivity and innovation, enabling them to dominate their industries. In an interview with the American Economic Association, he used the success of Walmart to illustrate his superstar hypothesis:
“Walmart is a great example of what’s going on. They spent billions of dollars in the ‘80s and early ‘90s computerizing their entire infrastructure operations. It gave them an almost insurmountable lead for 20 years in the big-box store industry, letting them kill off rivals such as Sears and JCPenney.”
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