Monopoly- Not Always a Game
The Civil War made some people very rich. Military supplies- guns, food, clothing, railroads- were needed, and quickly. Suddenly, there were new needs, new industries, and new fortunes. After the war, American inventiveness led to more new ideas and industries that continued to create riches.


Some of those industries grew very big. They became monopolies. That means the whole industry was owned by one company. Some businessmen, like Morgan and Rockefeller, formed business arrangements called trusts. The trusts were a form of monopoly. The public suffered.


To understand what a business monopoly is, imagine you are selling soft drinks at a school fair. The day is very hot and everyone is thirsty. You expect to make a lot of money. You plan to sell soda for $1 a glass (your cost is 25 cents a glass).


What you don’t expect is to have competition. But, just as you’re getting started, you notice another soft-drink stand. Your competitor is charging75 cents a glass. Of course you have to lower your price or no one will buy from you.


Then, when sales are going well, another competitor appears. She is selling drinks for 50 cents each. You’re annoyed, but there is nothing you can do but lower your price. You still make a fine profit, and people get drinks at a fair price.


Competition makes capitalism work well for the consumer. When there is a competition it is called “free enterprise” or a “market economy.” The people who are thirsty are much better off if businesses are competing. You, the business person, would like less competition. So you make plans to gain monopoly in the field. You go to the two other soft-drink sellers and buy their stands. If they sell out, you can charge the public anything you want.


Suppose you start with three soft-drink stands and then buy a soft-drink bottling company and then another, and another, until you own the whole industry. Then suppose you buy up the trucking companies that ship your beverages, and then all the sugar producers and the companies that make all the other ingredients needed in soft drinks. You have become king of the soft-drink world. What power you now wield! You can charge people five dollars a glass- or anything you want- and everyone has to pay; you have no competition.


That kind of thing happened in the 19th century. Rockefeller’s Standard Oil trust was a huge monopoly. It owned more than 90% of America’s oil industry, as well as pipelines, tankers, and related industries. 


There are some benefits in a monopoly. If it is well run, a monopoly can be very efficient. But usually, it is the consumer who suffers when there is no competition.


Americans decided they didn’t want monopolies or trusts. A trust is a legal arrangement that allows many different companies to be owned and run by the same people. It is a form of monopoly. The big 19th-century trust put all their competitors out of business. They were organized in a way that put them mostly beyond government control.


Now you may be saying, “No one has to sell to a monopoly.” But that isn’t quite true. The monopolies grew so large that they could use unfair business methods. Suppose you are running your soft-drink stand a big, rich competitor comes and sells drinks for 15 cents. Remember, the drinks cost you 25 cents. You can’t stay in business long enough with that kind of competition. The big monopolies did that kind of thing to put competitors out of business. They could afford to lose money for a while because they were so wealthy.


In 1887, former president Rutherford B. Hayes asked, “Shall the will of monopolies take the place of government by the people?” The answer the American people gave was no.

Americans care about individual rights. That has given us strong anti-monopoly feelings; it also makes us want as few laws as possible.


So regulating business in a capitalist country is not easy. Most businesspeople want as little regulation as possible. But the public needs to be protected from unfair business practices. In the 19th century, big business in America got out of control. Politicians were often corrupted by business influences. (What does that mean? How might they be corrupted?)


It was clear that the rules and regulations were needed. The American people demanded reforms. In 1890, Congress passed the Sherman Antitrust Act. Senator John Sherman, who sponsored the law, was a brother of General William Tecumseh Sherman. The Sherman Antitrust Act was intended to make business responsible to the public. It said that trusts and monopolies that restrained free competition were illegal. At first no one- not the president, Congress, or the courts- would enforce the law. Nobody wanted to offend the powerful businessmen. But that changed. The presidents, congresses, and the courts made the law effective. 

