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Introduction 

Dear Delegates, 

 

My name is Filippos Dounis, I am an IB1 student at Geitonas School and it is my 

honor to serve as the Deputy President of the Economic and Social Council in the 3rd  

session of the Anavryta Model Lyceum Model United Nations. I would like to welcome 

all delegates to this distinguished United Nations body and hope to witness two days 

of productive and fruitful debate where all parties will be involved in the debating 

process. 

This study guide aims to provide all delegates with a basic understanding of 

the topic. Most aspects of the topic will be carefully analyzed in a way that delegates 

will be able to grasp the economic principles and general information related to the 

topic. Although informative, the study guide should not serve as your sole studying 

resource. The topic in question is a multidimensional one and requires individual 

research by delegates in order to draft such a resolution in which practical solutions 

will be presented. Furthermore, it is crucial to conduct further research to understand 

your country's policy in detail. 

The topic we will be discussing is a topic that has troubled the economics and 

finance community for quite some time. Not only will we be talking about the 

multifaceted aspect of the increase in the market power of different corporations, but 

we will be discussing how different cultural and political phenomena such as 

globalization, cheap labor and the increasing problem of monopsony power 

contribute to the creation and feeding of monopolies as well. Our goal is to analyze 

how monopolies are created and sustained, examine real-world examples ranging 

from the fashion industry to oil; understand their impact on today's society. It is crucial 

to comprehend the severity of the threat posed by monopolies on the economy and 

at the same time develop analytical thinking and evaluation skills to be able to 

evaluate the industries in which monopolies are desirable and the ones where they 

are not. Your goal is to develop frameworks that can ensure the harmonic regulation 
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of monopolies and the boosting of smaller businesses, as a means of ensuring healthy 

competition within financial markets. 

If you have any inquiries do not hesitate to reach me at: 

filippedounis@protonmail.com 

 

Yours Sincerely, 

 

Filippos Dounis 

 

Introduction to the Topic 

In the age of Amazon and Google, the term “monopoly” has received attention like 

never before. We are currently experiencing phenomena that would be unthinkable 

for people fifty years ago. Monopolies are believed to be the main cause for most 

economic problems humanity is currently facing. Stagnating wages, poverty and much 

more can be blamed to market concentration. 

The issue has escalated to such an extent that the Council of Economic Advisors 

conducted extensive research on it. Their findings can be seen on the following report. 

One of the most alarming facts that can be seen from the report is that there has been 

a 75% increase in market concentration across industries since 1990.   

Monopolies are not hard to understand. A simple diagram portraying a monopoly 

would be the following:1 

Much can be observed in this 

diagram. Qc and Pc are the 

quantity and price of a good in a 

competitive market. In a 

monopoly, on the other hand, 

quantity is reduced and the 

price is increased (Qm and Pm). 

Monopolies set the price of Pm 

which will be higher than Pc, 

which results in allocative 

inefficiency. Monopolies 

produce at Qm which results in 

 
1 Graph provided by economicshelp.org 

https://obamawhitehouse.archives.gov/sites/default/files/page/files/20160414_cea_competition_issue_brief.pdf


Anavryta Model Lyceum MUN | 2020 

 

productive inefficiency as it is not the lowest point on the AC curve (average cost). 

Finally, we can observe that the existence of monopolies result in deadweight welfare 

loss, which is depicted by the blue triangle. 

Definition of Key-Terms 

Monopoly: A monopoly refers to when a company and its product offerings dominate 

a sector or industry.2 

Monopsony: A monopsony is a market condition in which there is only one buyer, the 

monopsonist.3 

Financial Market: A financial market is a market where buyers and sellers trade 

commodities, financial securities, foreign exchange, and other freely exchangeable 

items (fungible items) and derivatives of value at low transaction costs and at prices 

that are determined by market forces.4 

Oligopoly: An oligopoly is a market characterized by a small number of firms who 

realize they are interdependent in their pricing and output policies. The number of 

firms is small enough to give each firm some market power.5 

Antitrust: Antitrust laws are regulations that monitor the distribution of economic 

power in business, making sure that healthy competition is allowed to flourish and 

economies can grow. Antitrust laws apply to nearly all industries and sectors, touching 

every level of business, including manufacturing, transportation, distribution, and 

marketing.6 

Market Concentration: Extent or degree to which a relatively small number of firms 

account for a relatively large percentage of the market.7 

 
2 “Monopoly” https://www.investopedia.com/terms/m/monopoly.asp 

3 “Monopsony” https://www.investopedia.com/terms/m/monopsony.asp 

4 “Financial Market” https://marketbusinessnews.com/financial-glossary/financial-market/ 

5 “Oligopoly” https://stats.oecd.org/glossary/detail.asp?ID=3270 

6 “Antitrust” https://www.investopedia.com/terms/a/antitrust.asp 

7 “Market Concentration” http://www.businessdictionary.com/definition/market-concentration.html 
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Market Failure: Market failure is the economic situation defined by an inefficient 

distribution of goods and services in the free market.8 

Market Equilibrium: Market equilibrium is a market state where the supply in the 

market is equal to the demand in the market. The equilibrium price is the price of a 

good or service when the supply of it is equal to the demand for it in the market. If a 

market is at equilibrium, the price will not change unless an external factor changes 

the supply or demand, which results in a disruption of the equilibrium.9 

X-Inefficiency: X Inefficiency occurs when a firm lacks the incentive to control costs. 

This causes the average cost of production to be higher than necessary. When there 

is this lack of incentives, the firm will not be technically efficient.10 

Deadweight Loss: A deadweight loss is a cost to society as a whole that is generated 

by an economically inefficient allocation of resources within the market.11 

Background Information 

An analysis of the monopolies around us  

There are many different monopolies prevalent in world markets today. In 

order for a clear understanding of the nature of such monopolies to be achieved, one 

company from each one of the following industries will be examined: IT, Gas/Oil, 

Fashion. 

Luxottica 

Luxottica holds the place of one of the largest monopolies. Despite its 

tremendous size and influence on the economy, its name is barely heard. Luxottica is 

the leader of the eyeglasses industry, controlling more than 80% of all eyewear 

companies. According to the company's estimations, more than half a billion people 

across the world wear their products. 

This has become possible as Luxottica not only manufactures the frames for 

most high-end brands such as Versace, Chanel, Prada RayBan, and Bulgari but also 

 
8 “Market Failure” https://www.investopedia.com/terms/m/marketfailure.asp 

9 “Market Equilibrium” https://study.com/academy/lesson/market-equilibrium-in-economics-definition-

examples-quiz.html 

10 “X Inefficiency” https://www.economicshelp.org/blog/glossary/x-inefficiency/ 

11 “Deadweight Loss” https://www.intelligenteconomist.com/deadweight-loss/ 
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owns a large portfolio of brands and also retailers such as Sunglass Hut, Oliver Peoples 

and the optical departments of Target and Sears. 

Luxottica is not only limited to products such as eyeglasses but has also 

expanded into the insurance industry. It owns multiple key insurance groups across 

the world and boasts of being the owner of the second-largest glasses insurance firm 

in the US. 

It is thus obvious why the firm has been criticized for its practices. Not only has 

it been accused of being a monopoly, but also of overcharging for its products and 

manipulating the market. An instance where this type of manipulation can be 

observed is when they removed their competitor Oakley from their frame design list. 

When the company's stock crashed, Oakley was purchased by Luxottica and the prices 

of its RayBan glasses were soon increased. 

Google 

Google is undoubtedly one of the largest monopolies in the world. Google has 

achieved in monopolizing different markets, such as internet search and advertising, 

video streaming, GPS and more. Google owns 90% of the search market and 60% of 

the global advertising revenue. 

The main reason for which Google has managed to reach such numbers and 

outrun its competitors is data. In contrast to smaller advertising firms and networks, 

Google owns so much data about everyone that they can have a complete image of 

their character, personality, and user preferences. Due to its search engine monopoly, 

the majority of the world uses Google to search for information on the internet. By 

doing so Google knows exactly what they are searching, who they are and where they 

are.  

In addition, Google is also aware of the places users visit more frequently due 

to its Google Maps application. The routes a user takes, the time he spends in each 

place and much more are all used for the purpose of personalized advertisements. 

Google's influence does not stop there. Youtube, the largest video platform in 

existence is a service offered by Google. To have a youtube account, you must first 

create a google account, granting permission to Google to link your identity with the 

videos you watch. 
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The android operating system is also a product owned by the same company. 

Approximately 80% of all smartphones are Android devices, dominating this way one 

of the most important aspects of peoples' everyday lives.  

One way or another it is impossible not to interact with one or more products 

owned by Google daily. Google has achieved in being so deeply rooted in today's 

society where it is impossible not to offer the company data. 

Standard Oil 

Although Standard Oil does not exist anymore, it provides a clear picture of the 

nature of a monopoly. Established in 1870 by John D. Rockefeller, it was an American 

oil production, transportation, refining and marketing company. Its history ended in 

1911 when the Supreme Court dissolved it as they believed it was an illegal monopoly. 

It is important to examine how such a company managed to control the entire 

oil industry and what went wrong in the process. 

In 1871, Rockefeller formed a covert alliance between the railroads and the 

refiners. The aim of this deal was to secretly assert influence and control oil prices 

through their cooperation. Rockefellar used this deal as a means of threatening the 

local refiners to sell out to Standard Oil at low prices. With this move of his he 

managed to control 25% of the oil industry by 1872. 

Rockefellar’s plan was to buy out all of his competitors. Many times rival 

companies attempted to establish their own oil pipelines so they could avoid doing 

business with Standard Oil. The tactic Rockefellar used was to buy land that would 

block the pipeline’s path. Sometimes he would also result to other types of measures 

such as bribery. There have been recorded instances where he bribed Pennsylvania 

legislators to help with his endeavours. 

In the end he managed to buy out most of his competitors and Standard Oil 

owned almost all pipelines in the nation. This resulted in 1808 for 90% of the U.S. oil 

industry being owned by Standard Oil. 

Why the issue of monopolies must be resolved 

It must have become apparent by now that monopolies are not desirable for 

an economy. They restrict free trade and do not allow markets to set the prices 

according to the forces of demand and supply. In other words market equilibrium is 

not reached and market failure exists.  
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The main reasons for which monopolies are non ideal can be summed up in 

five points: 

Inflation 
 

Inflation is a phenomenon that tends to appear wherever monopolies exist. As 
we are going to see next, monopolies have the power to set prices of their choice; 
disregard the prices set by the market. Thus, these corporations will raise costs for 
consumers in the name of profit. This type of behavior is called "cost-push inflation". 
The reason for which monopolies are able to perform such a stunt is their inelastic 
demand. Consumers have no alternative as the company which provides them with 
the product or service controls the industry in question. A simple example of this type 
of economic behaviour would be Microsoft during the 80's.  
 

At the time, Microsoft dominated the PC software industry and had thus set a 
high price for Microsoft Office. As time passed and more substitutes were introduced, 
the price of Microsoft Office gradually declined. 
 

Another example would be the Organization of Petroleum Exporting Countries 
(OPEC). These 12 oil-exporting countries are currently controlling the price of 46% of 
the oil produced in the world. 
 

Price Fixing 
 

By definition, monopolies are the sole providers of a certain good or service. 
Hence, this grunts them the ability to set any price they choose. This phenomenon 
also called price-fixing, is made possible because corporations are aware of the fact 
that consumers will have to buy from them, as there is no competition. This becomes 
apparent in case scenarios where the good or service has an inelastic demand. Such 
an example would be gasoline. Some of the drivers will be able to switch to other 
substitutes such as natural gas and electricity; some others will be able to use mass 
transit or bicycles instead. Truth is, this transition will be impossible for the majority. 
The result would be that even if prices rose, consumers would have to pay the higher 
price as most of the time, the subsidies available are either more expensive or difficult 
to transition to. 
 

Loss of innovation and incentive 
 

Monopolies naturally lose any incentive to innovate and provide better and 
newer products to the consumers. By not having competition, monopolies can make 
profits without preserving consumer satisfaction. This way x-inefficiency is 
encouraged.  
 

This is further supported by a 2017 study conducted by the National Bureau of 
Economic Research. The aforementioned study found that U.S. based businesses' 
investments after 2000 are significantly less than expected. The Bureau states that a 
decline in competition is the reason behind this alarming discovery.  
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Monopsony Power 

 
Monopolies tend to have monopsony power. They often pay lower prices to 

suppliers, as they know that suppliers will not be able to sell their products and make 
profit anywhere else. 
 

A prime example of this phenomenon would be the case scenario of farmers 
and large supermarkets. It is not unusual to find a large percentage of farmers 
believing that large supermarkets are “stealing from them”. Large supermarkets have 
a plethora of producers to choose from. These producers are desperate to make a 
profit and will thus settle for any price that guarantees them a profit. Due to the large 
supply of agricultural products in the market, supermarkets are never in the position 
where they have to pay more to find a seller. This can also grant monopolies the power 
to pay lower wages to its workers. 
 

Corruption and Politics 

The majority of skeptics of free-market capitalism and anarcho-capitalism fear 

that monopolies could gain political power and possess the ability to shape society the 

way of their choice. This would result in an undemocratic world where corporations 

would eventually replace governments. 

Major concerns have been expressed concerning IT giants such as Facebook, 

Google, and Amazon. These are corporations that have a tremendous influence on 

society. Not only are they able to determine and control consumer preferences and 

behavior, but they also possess almost all personal information of their consumers as 

a result of data analytics and big data.  

Counter Arguments 

As with all things in life, there is an alternate point of view as far as monopolies 
are concerned. Many economists believe that monopolies are not harmful to society. 
It is even believed that in certain cases, monopolies are needed for society to function. 
 

Are they actually more efficient and dynamic? 
 
The question of whether monopolies are in fact more efficient and innovative 

has been raised multiple times. This premise is based on a more practical and real-life 
approach, as opposed to the theoretical one stated earlier. Google currently boasts of 
dominating the search engines industry. In fact, many support that Google is currently 
a monopoly power. Although this seems to be the case, no one can state that Google 
lacks efficiency or innovation. The same case can be seen in Amazon and many more 
monopolies. 
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As stated before, there are certain instances where monopolies are needed. A 
simple example that portrays this premise is electricity and tap water. By having many 
small companies providing tap water, these entities would be duplicating both 
investments and infrastructure. It is thus more efficient to have one firm with a large-
scale infrastructure that controls the whole industry and is properly controlled and 
regulated. 
 

Another issue that would arise if there was a plethora of corporations 
providing tap water to consumers would be the necessity of the good. Due to the 
necessity and high demand for the good, if the price was set by the forces of demand 
and supply, some consumers would not be able to afford to have water in their homes. 
Thus in such cases, monopolies are desirable. 
 

Major Countries and Organizations Involved 

United States of America  

The U.S.A. can be described as the nation of monopolies. The country’s 

economy is undeniably controlled by a handful of corporations that face little to no 

competition at all. Three companies control 80% of national telecommunication. 

Three companies offer 95% of credit cards in the market. Four companies control 70% 

of airline flights within the U.S. and Google handles 60% of search.  

In agriculture, four companies are held accountable for 66% of U.S. hogs 

slaughtered in 2015. These same companies are said to control 85% of the steer, and 

half the chickens, according to the Department of Agriculture. 

Similarly, four corporations control the majority of corn sales. 85% of U.S. corn seed 

sales, and 75% of soybean seed. 

Although the country is the land of monopolies, legislators are constantly 

trying to restrict their power. 

 

United Kingdom 

The United Kingdom is also a country overwhelmed with monopolies. 

According to findings of the “Financial Times”, out of ten key markets accounting in 

total for more than 40 percent of consumer spending, eight were concentrated. These 

included telecommunications, gas and groceries. All of these sectors are dominated 

by a small number of large companies.  

It must be noted that the United Kingdom has its own antitrust laws as well as 

the Competition and Markets Authority(CMA), whose goal is to prevent and reduce 

anti-competitive activities. 

 

France 
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Like all other European countries, France has both its own antitrust laws as 

well as the ones of the European Union. Although France opposes monopolies and has 

recently filed an investigation in to Google, it must be noted that it supports the 

existence of monopolies in specific sectors of the economy. An example would be the 

energy and railroads industries. There have been many instances in the past where 

France has tried to restrict competitive practices from these industries. Such an 

instance would be in 2002 when the French government tried to stop the European 

Union’s plans that would force it to open its electricity and gas markets to 

competition. 

 

China 

Many could have made the false assumption that China would be the cradle of 

state-owned monopolies. Surprisingly, its state-owned enterprises do not monopolize 

key sectors. Estimations of industrial concentration by using the Herfindahl - 

Hirschman Index have shown that the level of industrial concentration is very low. This 

means that the potential abuse of monopoly power is also limited. Nevertheless, there 

are certain industries in which industrial concentration is higher. Specific examples are 

the oil and gas, tobacco and automobile industries.  

Estimates show that market concentration is going to become a key aspect of 

the Chinese economy in the future. Some even say that the monopolies of the future 

will be Chinese and state-owned. 

Timeline of Events 

Date Description of event 

1890 The Sherman AntiTrust Act of 1890 was signed. 

1911 A file was opened on whether Standard Oil was a monopoly. 

1914 The Clayton Act was introduced. 

1938 The Wheeler-Lea Act was signed. 

1945 The government decided that Alcoa was a monopoly because it 

controlled 90% of the aluminum ingot market, but later they 

ruled that DuPoint Cellophane did not have a monopoly even 

though they held 100% of the cellophane market because they 

did not have a monopoly over the relevant market of flexible 

packing materials. 
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1950 The Celler-Kefauver Act was introduced. 

25 March 1957 The Article 102 (Treaty of the Functioning of the European 

Union) was signed. 

1980 The United Nations Set of Principles on Competition was signed. 

16 April 1985 The United Nations Guidelines for Consumer Protection 

(UNGCP) was signed. 

June 28, 2001 Microsoft received an antitrust lawsuit from the U.S. 

Government. 

2019 New York’s attorney general announced the launch of a multi-

state investigation into Facebook concerning anti-competitive 

practices. 

2019 Google faces antitrust investigation by 50 different states. 

  

Relevant UN Treaties, Resolutions and Events 

The United Nations Set of Principles on Competition (TD/RBP/CONF/10/Rev.2) 

In 1980, the United Nations Conference on Restrictive Business Practices 

approved and passed “The United Nations Set of Principles on Competition” as a 

resolution. 

Many goals were achieved with this resolution. Namely, a legal framework was 

created concerning anti-competitive practices, the development dimension of 

competition law and policy was recognized and a framework was provided ensuring 

international operation and exchange of best practices. 

Model Law on Competition (TD/RBP/CONF.7/8 ) 

According to the United Nations, the objective of the law is “To control or 

eliminate restrictive agreements or arrangements among enterprises, or mergers and 

acquisitions or abuse of dominant positions of market power, which limit access to 

markets or otherwise unduly restrain competition, adversely affecting domestic or 

international trade or economic development”.12 

Previous Attempts to solve the Issue 

In the past. governments have tried to limit the influence and control of 

businesses multiple times. It seems like this trend has returned, as many of the 

 
12 “Objectives or purpose of the law” https://unctad.org/en/Docs/tdrbpconf7d8_en.pdf 

https://unctad.org/en/docs/tdrbpconf10r2.en.pdf?user=46
https://unctad.org/en/Docs/tdrbpconf7d8_en.pdf
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modern monopolies are being currently examined. What all of them have in common, 

is that they are being examined for violating the antitrust law. By using this law as legal 

basis, governments can freely investigate in to any entity believed to violate the said 

legislation. 

Investigation into Google 

Google is currently facing antitrust investigation by 50 states and territories of 

the U.S.A. Led by Texas, the investigation’s main target was “Alphabet”. The Google 

parent company has a market value of over $820bn and legislators are trying to limit 

the power of this Tech Goliath, as it has become apparent that they are dominating 

many parts of the internet. The investigation will examine the search giant’s effect on 

the digital advertising market and its impact on consumers. 

Investigation into Facebook 

The investigation into Facebook is based on the belief that Facebook has stifled 

competition and put users at risk. Furthermore, Facebook is currently dominating the 

advertising industry, possessing multiple social media platforms such as Facebook, 

Instagram and WhatsApp. This enables Facebook to be able not only to control 

advertising but the feed users are exposed to.  

Possible Solutions 

The issues posed by monopolies are multidimensional ones and in order for 

monopolies to be countered, a plethora of measures should be implemented in order 

to provide frameworks that would ensure the prevention of market failure. This can 

be done through many ways such as but not limited to: 

Establishing better merger policies 

Governments should establish better merger policies that would not allow the 

merging of companies that would create a firm with more than 20% of market share. 

This way monopolies would not be able to be created through the merging of firms 

and the only exception would be if the government believed it was of public interest 

for the merging to occur. 

Breaking up existing monopolies 

Although it sounds obvious, it is one of the most basic steps that should be 

followed. Delegates should find productive ways for such break ups to occur without 
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causing public disorder. A few number of companies have ever been broken up due 

to their monopolistic nature such as Standard Oil. The U.S. looked in to breaking up 

Microsoft in the past, but in the end companies will almost always find a legal loop-

hole to drop the action. 

Establishing efficient “Rate of Return” Regulation 

Rate of return regulation should judge what is the reasonable profit from the 

capital base of each company according to the size of the firm. If the firm is making 

more profit than allowed by its relative size, the government may enforce higher 

taxes. 
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