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Sports Games Monopoly
In the United States of America it is illegal to have a monopoly over business.  In fact, over our nation’s history, the government has broken up companies because they had a monopoly. An example of this is Bell, the old telephone company. When a company has a monopoly it must have total control of most of the market for whatever product they produce, but also have to abuse the power they command.

1982, the brink of the technology age is dawning and many new companies are being formed for things that have never been done before.  This is the year that the video game giant Electronic Arts (EA) was founded.  They began making video games for all the second generation video game consoles like Nintendo and Sega Genesis.  Back when these gaming consoles came to in the 80’s, the market for video games was just beginning.  Little did they know that it would be a multi-billion dollar market in years to come.  Nowadays, there are hundreds of companies for many different types of games and EA is still around.  In fact, it is now the largest video game producing company in the world.  Recently, EA has put a lot of money and time into making their sports games.  In the video game market there are different types of games that attract different people.  A few months ago, EA bought an exclusive 5 year license to all the NFL stadiums, logos, players, and teams (Smith).  This means that all other NFL sports game makers will not be able to make anything affiliated with the NFL.  In affect, the popular and cheaper ESPN NFL 2k5 series, which is made by Sega and Take Two Interactive, will not be able to continue at least for 5 more years.  It is rumored that they are interested in buying NBA rights as well as NHL rights. 

Now some might ask “Why does this mean anything and how exactly is this a monopoly?”  Well, to better understand the situation that has been presented we must look at past situations in which a monopoly was present.  An example of this is AT&T being split up in 1982 (Graglia).  It was split up to what we know today as the “Baby Bells” which are regional telephone companies formed from the AT&T giant.  But even when these companies were formed they were still considered to be “natural monopolies”, meaning when the companies were formed there was already a monopoly present (Graglia).  When the big company broke up, all of its equipment and network that was already in place in each region was now going to be used by each regional company that was formed.  This meant that these companies could provide services much cheaper then upcoming competition that competition was not able to occur (Graglia).  This was good in the sense that prices were low, but what if consumers wanted to get their telephone service from a different provider?  It wouldn’t make sense to go to anyone but the cheapest unless the service they got was not adequate.  Is it fair to have to pay more for a service that suits you better?  No, assuming that by the time you wanted to change there actually was something else out there.  But there wasn’t until new technologies came out like satellite connections which then limited what could be charged by the Baby bell companies since they didn’t already have those facets in place.  This is an example of a monopoly before and after they got split up by abusing their power in a market with little or no competition.

Another example of the government trying to argue that a company had a monopoly is the Microsoft case.  The claim was the operating system giant violated sections 1 and 2 of the Sherman Antitrust Act (Economides  10).  The main claim was that they illegally controlled a monopoly over operating systems (OS’s) and that they had set up anti-competitive contracts with computer manufacturers which prevented other OS’s from being used (Economides 11).  There were other claims made but those were the main ones.  Microsoft fought back arguing they did not have a monopoly and that they did not set up these anti-competitive contracts.  The court found that Microsoft did in fact have a monopoly but it was protected by the “applications barrier to entry” which the judge defined as “the availability of an abundance of applications running” (Economides 12).  Microsoft did in fact have a monopoly in the sense that they did abuse the fact that they had a very large portion of the market share in operating systems.  They did this by not offering users other alternatives to their product by buying competitors.  The fact that Microsoft is on every computer you buy that is not an Apple Computer is unfair to the consumer.  How many computers actually know how to reformat a hard drive to get an alternative like Linux for PCs?  Not many, especially when my step-brother who is a tech support guy for Dell Computers told me once that a lady once called and asked how the mouse was supposed to work with your foot….

Abuse of power in monopolies is what makes a monopoly real.  If a company had complete control over a certain market but still had prices that were competitive as if there were competitors then it wouldn’t be a monopoly.  Also, if the company gave other alternatives that other companies might give then it should also exclude the company from having a monopoly.  Looking back at the case of EA, they will, for the next 5 years, have complete control over the football games.  This eliminates all competition in this arena of gaming.  This was one of the same reasons that Microsoft was taken to court on, eliminating competition.  ESPN 2k5 and Madden NFL 2005 were the two big football games that came out in 2004.  Madden NFL 2005 cost what a usual video game costs which is about 50 dollars whereas the ESPN 2k5 cost about 20 dollars.  Because of this, EA was forced to bring down the price of their game since the Sega label was much cheaper.  People actually were buying ESPN 2k5 over Madden 2005.  So by buying the rights to the NFL logo, EA is knowingly eliminating their competition.

Graphically if one were to compare the two games they would see that they are totally different games.  Neither one is graphically superior, just the styles that go into these games are different.  Consumers will be cheated by not being able to experience the different style of these graphics in years to come because of this deal.  Also, game play is much different in these games.  Some people prefer Madden over ESPN while some people prefer ESPN over Madden.  Some people even like both games and would like to own both.  Is it fair for consumers who have been already buying the Sega label to not be able to get it because its competitor paid for a license to exclusively use their logo?  I mean who wants to play a football game when they can’t be their favorite team or player?  Sega can still make a football game for 2006, but it just can’t have anything to do with the NFL.

Whether EA intended to or not, by buying the NFL license they are regulating a higher price for a product that could have been much cheaper.  Madden 2005 was more than 2 times more than the ESPN 2k5 game.  Without the ESPN competition they will be able to raise the prices back to what they were since people will not be able to buy the game from Sega.  This is actually against the Sherman Antitrust Act in the fact that they signed a “treaty” with a third party that regulates trade (consumers buying the game) (Graglia).  Another way that EA games can abuse their power of the market is make a poorer product since they are the only ones who can make a NFL game.  Since the competition will not be there, they will not have to strive to have the best graphics, game play, and options in the game.  Skeptics of my reasoning for claiming that EA has a monopoly over the sports genre of videos may say that there are other video game companies still out there that are putting out sports games.  These games still are in the sports genre of gaming, but they do not have the same resources at their disposal as EA does.  EA has enough money to buy every single license from every single logo in the sports world.  It is just a matter of time before EA actually tries to acquire them.  Is that not total control already?  Any competition that EA has had over the years they have eliminated by either buying out the entire company, or in this case buying the exclusive rights to a certain type of game.  People might also try and refute this argument by saying that EA has the right to sell their game for what they have always sold them for, which is about 50 dollars.  It is their right to sell their product for whatever they want to sell it for.  But, when they eliminate their only competition by making third party deals, it prohibits trade which is illegal under the Sherman Antitrust Act (Graglia).   They are also regulating prices in doing this by eliminating the cheaper alternative.  With less competition to be the best, creativity that might have been spurred by other companies would not be present.  In a field that requires creativity and cutting edge technology as a basis of being a good product or not, without diversity of game-play, graphics, and choices, the consumers will suffer.  In this case, EA is able to abuse the amount of power they have in a market, therefore there is a monopoly present.

It is quite sad that the EA label is buying so much of the video game market.  It isn’t just in the sports arena either.  EA is the biggest video game country in the world.  They keep buying companies eliminating competition unfairly which is considered illegal by our government.  The monopoly in the sports games arena has been put into place by EA games due to their abuse of their power of holding a large portion of the market share.  If EA games would offer the same creativity as the companies that they eliminate in competition then this monopoly would not be present.  But, as we can see they have in fact used their money and power to rule the video game world, unfairly limiting the choices of the consumer, thus creating a monopoly.
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