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I.

Introduction

Chairman Krishnamoorthi, Ranking Member Cloud, Chairwoman Maloney, Ranking Member
Comer thank you for inviting me to testify today. My name is Dr. Rakeen Mabud and I am the
Chief Economist and Managing Director of Policy and Research at the Groundwork
Collaborative. Groundwork is an economic policy think tank based in Washington, D.C.
dedicated to advancing a coherent, economic worldview that produces broadly shared
prosperity and abundance for all.
I am grateful to this committee for holding this hearing about the role of corporate power and
concentration in the high prices putting pressure on families and small businesses around the
country.
My testimony today will focus on three key points:
●

First, megacorporations are using pricing power to push prices beyond what input costs
and supply chain snarls would justify. In fact, even as input prices are coming down,
prices are staying sky-high. As a result, corporations are recording the highest quarterly
profit margins in over 70 years.1

●

Second, entrenched concentration has afforded megacorporations enormous pricing
power. The pandemic, inflation, and the war in Ukraine have allowed these
megacorporations to use that power to rake in record profits margins.

●

Finally, the brunt of these price hikes does not fall evenly across our economy. The most
marginalized groups in our economy are paying the biggest price.

Congress must take on corporate power and the resulting profiteering by directly tackling these
imbalanced power dynamics and corrosive concentrations of corporate power in our economy.
That means:
●

Congress should ensure rigorous competition in key product markets to keep prices
down by strengthening antitrust laws on the books, curtailing mergers that further
concentrate industries, and when necessary, considering breaking up dominant firms to
reduce unhealthy market competition.

●

Lawmakers should continue to urge the Federal Trade Commission (FTC) to use its
existing authority to crack down on extractive and exploitative business practices.
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●

Congress should tax excess profits and big corporations more broadly to encourage
productive investment and curb corporate profiteering, as revenue policies within the
recently enacted Inflation Reduction Act would do.

●

Congress should enact a federal price gouging statute to curtail exploitative pricing
during emergencies.

Government action, regulatory and legislative, has the power to foster an economy rooted in
shared prosperity and abundance.

II.

Megacorporations are using their outsized corporate power to keep prices high
and make record profits, even as input costs start to come down.

While consumers have struggled to navigate both a deadly pandemic and rising costs that have
further strapped family budgets, large corporations have exploited consumers to enjoy record
profits and profit margins. Corporate profit margins exploded in 2021, but they reached new
highs in the second quarter of 2022 at 15.5%, the highest quarterly profit margin in over 70
years.23 Moreover, recent research from the Roosevelt Institute finds that firm markups were the
highest on record in 2021.4
Groundwork Collaborative has combed through hundreds of corporate earnings calls to better
understand how these megacorporations are exercising their pricing power to make record
profits – using inflation, the pandemic, and the war in Ukraine as cover. Across sectors,
corporate executives are forthright about what a boon these crises have been for their
businesses, especially those which operate in highly-concentrated markets with little to no
competition.5 Megacorporations have used this opportunity to extract from consumers by
jacking up prices and keeping them high, even as their input costs decrease – sometimes
referred to as "price stickiness."
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We see this in the data: Prices have remained high even as input costs have begun to come
down. The World Container Index,6 which measures the cost of shipping goods around the
world, fell 8% the week of September 12, and dropped 52% when compared year-over-year.7
Similarly, the Fed's measurement of global supply chain pressures showed a 16% decrease
month over month in August.8

However, none of these decreases in input costs have translated to substantially lower
prices for consumers. Core inflation for consumers rose 6.3% year over year, while core input
costs for businesses only rose 5.6% year over year. In other words, these data present more
evidence that the stubbornly high prices we are seeing are driven by more than higher input
costs.
Executives from companies ranging from J.M. Smucker, which makes JIF peanut butter and
Folgers coffee, to Autozone, the largest American retailer of aftermarket automotive parts and
accessories, have stated on recent earnings calls that inflation has been a useful cover for
keeping prices high – and that consumers should not expect prices to come down as inflation
eases and input costs decline. Autozone’s CEO said the company had increased pricing due to
inflation and “that following periods of higher inflation, our industry has historically not reduced
pricing to reflect lower ultimate cost.”9 J.M. Smucker is executing $1.2 billion worth of price
increases, despite their input costs rising less than $900 million.10
Another prime example comes from H.B. Fuller, an adhesive manufacturing company, which told
analysts in June that the company expected “sizable margin expansion” as costs declined
because of “extremely sticky” prices and said the company would “push harder” on price
increases. Just in case that wasn't explicit enough, H.B. Fuller's CEO made it clear: “we don’t
reduce prices on the back end of these increases.” The CEO even went as far as to say “a nice
light recession would be perfect for us” because it would bring raw material costs down even
more.11
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These companies are well-aware of how their market power affords them the ability to keep
prices high. Procter & Gamble, a massive conglomerate that encompasses recognizable brand
names like Luvs and Pampers in the diaper market to Tide, Downy, Bounce, and Gain in the
detergent market, said on a July earnings call that they planned to raise prices "across most
categories" in the coming months, despite paying shareholders $3.5 billion last quarter.
Executives also told analysts that consumers were responding well to price hikes, noting they
“don’t deselect” their “daily use” products.12
In other words, big companies like Procter & Gamble know they can take advantage of
consumers' basic needs because the goods they make are necessities, like diapers and laundry
supplies – even if the price rises, people will continue to buy them. And because of their
significant market share, they know consumers don't have a choice but to accept the price
increases because there are few available alternatives. The combination of selling necessities
and controlling a significant share of the market gives megacorporations free rein to jack up
prices – especially when they can blame inflation for rising prices, rather than their insatiable
desire to boost short-term profits.
Even with the easing of supply shortages and input costs coming down, other companies in key
sectors, such as housing and cars, are choosing to curtail supply in an attempt to lock in high
prices. In the U.S., both General Motors and Ford have signaled they will continue to throttle
production to preserve their higher profit margins.13 And D.R. Horton, a major homebuilder, said
it strategically delayed releasing new homes on the market despite high demand, while
simultaneously passing price increases onto new home buyers: "The strong demand for homes,
combined with a limited supply, has allowed us to continue to raise prices and maintain a very
low level of sales incentives in most of our communities."14
II.

Concentration and deregulation have handed megacorporations enormous pricing
Power. Crises like the pandemic and inflation have given these megacorporations the
opportunity to use that power to boost profits.

The sway these companies hold over pricing was not inevitable; it is the result of decades of
deregulation and privatization that handed control of our economy over to a handful of
ultra-powerful corporations. The supply chain crisis we have experienced since the beginning of
the pandemic is a direct result of those policy choices, which set the stage for
megacorporations' outsized pricing power and the ability to profiteer with impunity when the
12
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opportunity arises.15 The presence of Wall Street backing these corporate behemoths has only
driven this trend further.
Wall Street's unending quest for maximizing short-term returns, in conjunction with already
existing pressures from special interest groups, resulted in tremendous pressure to deregulate
large swaths of our supply chain and economy. As corporate executives sought to build leaner
and more profitable supply chains, they did so by eliminating resiliency and increasingly driving
down labor standards to minimize costs. The result is a vulnerable and brittle supply chain that
made our economy more susceptible to shortages and supply chain breakdowns in the face of
strong demand during the pandemic. These shortages gave already powerful corporations a
ready-made excuse to jack up their prices and make record profits.
Corporate concentration has hollowed out our supply chains, leaving us without enough
productive capacity to withstand shifts in demand or disruptions in production without supply
shortages. Fueled by lax antitrust policy, rampant mergers and acquisitions have resulted in
corporate concentration of the U.S. economy that has increased 50% between 2005 and 2020.16
The majority of the goods Americans rely on are delivered by as few as three ocean shipping
alliances,17 packed by four meatpackers,18 and equipped by a single chip maker.19 If something
goes wrong with any of these companies, prices shoot up due to scarcity.
Concentration leaves the economy vulnerable to profiteering and price gouging.
The ocean shipping industry provides a stark example of how massive consolidation and
concentration have made our economy ripe for profiteering. Over 80% of the ocean shipping
industry and 95% of the east-west trade routes are controlled by three alliances: 2M, Ocean
Alliance, and THE Alliance.20 As with other industries, deregulation during the 1980s and 1990s
allowed ocean carriers to build power and consolidate.
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The result of these deregulatory policies meant that we ended up with corporate behemoths
that dominated the industry and were able to cash in during the pandemic. These companies
raised spot rates for freight shipping from the United States to Asia by over 1,000% from
January 2020 and February 2022.21
Although shipping costs have gone down recently, these carriers have seen their profits
skyrocket. The world’s top five biggest container shipping companies all saw profits increase by
triple-digit percentages after raising rates in their 2021 fiscal years.22 Maersk, the second largest
shipping company in the world, saw over a 50%23 increase in quarterly revenue in Q2 of 2022.
The shipping industry as a whole is expected to see a 73% increase in yearly profits in 2022.24
Shipping companies are using their record profits to increase corporate concentration even
further. Maersk purchased an air freight competitor late last year and is planning to buy another
logistics group this year to increase its holdings in Europe and Asia.25 Other large shipping
companies, such as Mediterranean Shipping Company and CMA CGM, are using their profits to
push into land-based logistics and buy out competitors in Africa and other parts of the world.2627
The Ocean Shipping Reform Act, recently signed into law, is an important step towards
addressing entrenched concentration in this industry.
Corporate power makes work more precarious and entrenches a reliance on low-quality jobs.
Extreme consolidation has left us with a bare-bones workforce that relies on vulnerable,
precarious workers who are often misclassified and exploited. Take truckers, for instance, a vital
21
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puzzle piece in getting goods to grocery store shelves. While big shipping companies such as
XPO decry trucker shortages, the truth is that as many as 80% of port truckers are classified as
independent contractors.28
Deregulation has driven the decline in labor standards for truckers. Until the 1980s, truckers,
especially those taking on long-haul journeys, were considered employees by companies whose
routes and rates were regulated by the Interstate Commerce Commission. Drivers were
unionized and could expect a comfortable life with benefits and good pay. The Motor Carrier Act
of 1980 precipitated a race to the bottom, deregulating the industry and driving down trucker
wages, working conditions, and unionization rates. We are not facing a trucker shortage – but
rather a shortage of good trucking jobs, spurred by deregulation of the industry.29
The rail sector also provides a crystal-clear example of how concentration and an intentional
whittling down of supply chains have resulted in high prices for consumers, falling labor
standards for workers, and massive profits for corporations. As Matthew Jinoo Buck writes in
the American Prospect, "In 1980, at the dawn of rail deregulation, there were 40 Class I railroads.
Today, there are just seven. Of those seven, four have 83% to 90% of the freight railroading
market."30 Like other critical parts of the supply chain, the rail industry has been pressured by
Wall Street to slim down spare capacity and lower costs - and "Wall Street judges railroads’
success based in part on spending less money running the railroad and more on stock buybacks
or dividends."31 This rampant cost-cutting meant that when the pandemic hit and demand for
goods surged, the rail industry was unable to keep up.
This push for efficiency also pushed these companies to slim down the rail workforce and lower
labor standards, creating more vulnerabilities along the rail supply chain. Federal regulatory
agency Surface Transportation Board finds that rail carriers have 30% fewer employees than in
2016,32 and for years, workers have complained about deteriorating safety standards, being
forced to be on-call around the clock, and – coming to a head last week – not having enough
predictability in scheduling to even plan for a routine doctor's appointment.
But while those bottlenecks were a huge issue for consumers, they were a bonanza for rail
companies: Operating profit margins almost tripled for the major carriers over the last two
decades. This year, BNSF, one of the largest rail carriers, posted the best operating margin in
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over two decades.33 And the biggest rail companies spend almost $10 billion a year on stock
buybacks and dividends.34
Last week's narrowly averted strike highlights how Wall Street's unending pursuit of efficiency,
ever more concentration, and whittling down of the labor force and labor standards, have
resulted in a broken supply chain that can imperil the health of our entire economy. This is not
how it has to be: ensuring that key parts of our supply chain have enough workers in good,
quality jobs and have in place failsafes to deal with fluctuations in the economy would
strengthen our supply chain and result in a stronger economy overall.
Corporations, not workers, are driving up prices.
We must abandon the myth that workers are to blame for rising inflation. The conventional
macroeconomic story about inflation suggests that higher prices lead to workers demanding
higher wages, pushing prices up further – what is referred to as a "wage-price spiral." However,
this is not the story of our economy right now. Labor costs have not risen enough to account for
the inflation we have experienced over the last year and a half. In fact, throughout the inflation
crisis, wage growth has lagged behind inflation. Inflation rose 8.3% over the last year compared
to wage growth of only 5.2%.35 This tells us that wage growth is dampening inflation rather than
amplifying it.36 Moreover, nominal wage growth measured in dollars has already slowed
significantly since 2021, but this did not translate into lower inflation.37 In short, there is no
evidence of a wage-price spiral.
The real problem is that corporations have jacked up prices while refusing to pay high enough
wages. Median real wages— the amount workers are paid once adjusted to account for rising
prices— have fallen by 2.8% year-over-year since August.38 But there is a bright spot for workers
at the bottom of the income distribution. Real labor income (adjusted for inflation) for the
poorest 25% of workers has risen by 9.1% since January 2020.39 This represents a remarkable
reduction in labor income inequality that has lifted up the poorest members of our society. It
33
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also represents an enormous improvement compared to the recovery from the Great Recession
during which wages for the bottom 25% remained below pre-recession levels for nearly a
decade.40
Some have suggested that unemployment rates as high as 10% are necessary to bring down
prices. But throwing the economy into a recession will not resuscitate purchasing power for
working families, and would not address the supply chain disruptions and corporate profiteering
at the root of the inflation crisis. Rather, a recession would surely imperil the impressive wage
gains for our most vulnerable workers.
IV.

The brunt of these price hikes does not fall evenly across our economy: the most
marginalized groups in our economy are paying the biggest price.

Pandemic profiteering highlights the wildly imbalanced power dynamics that continue to
decimate the economic security of low-income people of color – communities that have faced a
broken economy for decades.41 Low-income people of color, who already disproportionately
face predatory and extractive pricing across a wide swath of our economy, from payday loans to
for-profit colleges, also experience a greater proportion of their household budgets taken up by
essential goods – the very products that companies are most eager to jack up prices on.
Similarly, for those living on a fixed income, across-the-board price increases make already
precarious financial situations untenable.
Much of recent inflation is driven by housing and food, which hits low income families the
hardest.42 Research shows that those in the bottom 20% spend about half of their income on
shelter, and 15% of their budget on groceries.43 In 2020, housing comprised approximately 35%
of family budgets—it’s the single biggest line item in family budgets and double the second
most expensive line item, transportation. While families can cut back on some expenses, cutting
back on housing is not an option. Price hikes for essential goods also hit households of color
harder – Black households historically face higher and much more volatile inflation44 and Black
and Native American Americans are more likely to report financial struggles related to
inflation.45
40
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From navigating supply chains to maintaining inventories, small businesses face unique
challenges that result directly from corporate concentration. Specifically:
●

Small businesses find their limited resources stretched thin as they struggle to maintain
inventory and source products consumers need. A survey of small businesses released
by Goldman Sachs in July found that 67% of small businesses said that supply chain
issues were negatively affecting their bottom line. 46

●

Megacorporations are using their outsized power and extensive resources to build
exclusive supply-chain end-arounds while small businesses are left out on a limb. At the
peak of the supply chain crisis, major companies took steps to circumvent problem
spots by chartering their own cargo ships47 or creating “pop-up” freight container yards
near major ports.48 Needless to say, these options are not available to small businesses.

●

Big businesses strong-arm suppliers into deals that raise prices for small businesses and
leave them waiting longer for goods and products. Giants like Walmart and Amazon have
the buying power to negotiate more favorable contracts with suppliers in the first place.
In one archetypal example, Walmart used its tremendous market share in the grocery
industry to bully suppliers, increasing the number of orders that had to be fulfilled
without triggering a 3% fine from 70% to 98%.49 Suppliers have little bargaining power to
push back against such demands and must prioritize orders to megacorporations at the
expense of small businesses.50

Like so many other aspects of our economy, the least powerful groups in our economy are
paying the biggest price – all while big corporations and wealthy shareholders see record
profits.
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V.

Congress should curb corporations' ability to profiteer by beefing up
antitrust enforcement, empowering the FTC to use their existing authority to crack
down on profiteering and price gouging, and taxing excess profits in order to create an
economy that works for all.

Tackling pandemic profiteering and building a healthy, resilient economy requires checking the
outsized power that megacorporations hold over our economy and encouraging productive
investment. Congress must do its part to address corporate concentration and rein in the
unchecked power that these megacorporations exert on prices, wages, and working conditions:
●

Congress should ensure rigorous competition in key product markets and at critical
nodes along the supply chain by curtailing mergers that further concentrate industries or
by breaking up monopolies. The passage of the Ocean Shipping Reform Act, for
example, is an encouraging development that will help to re-regulate the large ocean
shipping monopolies that are stoking inflation and gumming up critical points in our
supply chain.

●

Lawmakers must strengthen antitrust laws already on the books and continue to urge
the FTC to use their existing authority to crack down on extractive and exploitative
business practices, including price gouging, as well as further empower regulators at
both the state and federal level to identify price gouging and protect consumers. This
should include a federal price gouging statute to curtail exploitative pricing during
emergencies and targeted price controls where appropriate.

●

Corporations and the super wealthy have enjoyed rock-bottom tax rates for decades.51
Lawmakers should look to increase the corporate tax rate and ensure that CEOs and
shareholders pay their fair share. The Inflation Reduction Act’s new 15% corporate
minimum tax on firms with more than $1 billion in annual profits, combined with the 1%
tax on stock buybacks, are both great policies in this direction. Congress should also
explore taxing excess profits, as it did after World War I and World War II, to encourage
productive investment and deter price gouging.

●

Public investment in critical infrastructure can help prevent private corporations from
building supply chains that crumble under stress. The recently enacted CHIPS and
Science Act invests more than $50 billion in domestic semiconductor manufacturing to
reduce reliance on insecure overseas supply chains. Congress should continue to make
long-overdue investments in sectors where we are seeing significant shortages and
along key nodes of our supply chain.

51

Tax Policy Center, “How do US corporate income tax rates and revenues compare with other
countries’?” May 2020.
https://www.taxpolicycenter.org/briefing-book/how-do-us-corporate-income-tax-rates-and-revenues-comp
are-other-countries
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●

Congress should ensure that workers have the protections they need in the workplace.
Securing workers’ right to organize and advocate for stable work, strong wages, and a
safe working environment is necessary to counterbalance short-sighted corporate
actions that hurt workers and jeopardize a strong and sustainable recovery.

●

Congress should provide immediate relief to struggling families by investing in sectors
that have been eating into family budgets for decades, such as health care and child
care, and providing resources to families to help them weather higher costs.

Taken together, these actions will begin the important work of reorienting our economy towards
the people who keep it going: consumers, workers, and small businesses.
VI.

Conclusion

Workers, families, and small businesses around the country are feeling the pressure of higher
prices for basic goods and services, while large corporations wield almost unrestricted power
and enjoy record profit margins. Large corporations are making everything more expensive, from
groceries to medical supplies, to the materials small business owners need to sustain their
livelihoods.
Addressing this crisis means focusing on all of the reasons that prices are soaring and small
businesses are struggling, including the unchecked power of giant corporations and their swarm
of lawyers and lobbyists who have rigged our economy in their favor for decades. Corporate
consolidation and deregulation have created a brittle system that has allowed big corporations
to take advantage of consumers and small businesses throughout this crisis. Egged on by
investors, these megacorporations are using inflation as a cover for rampant profiteering – and
it must be stopped.
Our economy works best when it works for all of us, so the path towards an inclusive, resilient
economy must include policies that foster competitive markets where consumers, workers and
smaller competitors all have meaningful bargaining power. We need a pro-competition policies
that will shift power to workers, consumers, and small businesses, reduce costs and prices and
ensure that no one is left behind during the recovery and beyond.
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