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This article discusses three negative economic effects and some possible solutions.

1. Raise and Spend
Under this effect, a party raises a sum of capital, enters and industry, and spends the capital. This may involve offering goods and services at below sustainable prices.
When this effect is widespread, it becomes impossible for a party to operate in that industry over the long term. 
The industry will be composed of new businesses which are constantly being replaced as they expire with new businesses going through the same process.

2. Open competition
Under this effect, businesses operate with a high level of freedom and there are only modest barriers to entry for new business entering the industry.
When information is widespread, this situation leads to all businesses bidding their prices down to the lowest sustainable levels in order to win customers.
This effect makes it impossible for businesses to invest in developing new products or services or developing higher and more efficient production facilities.

Possible solutions:
This effect has been countered in a number of ways.
a) By attempting to prevent new businesses from starting in the industry to allow the existing businesses to remain profitable. This solution is not fair on young people seeking to establish themselves economically. 

b) By setting regulated prices, to prevent bidding down to the lowest sustainable level. This can be done by governments or by private industry bodies publishing recommended prices.
This solution may be justified if it does not lead to unfairly large profitability.



3. Discounts for volume purchases.
Offering lower prices for higher volumes of purchases is almost universal in the business world.
This effect leads to the creation of monopolies.
Monopolies have some advantages. They allow for more efficient production due to economies of scale, and the prevent the waste of multiple businesses developing the same IT systems etc. pointlessly.
However an environment of monopolies leads to a high concentration of wealth with the bulk of the population living in poverty.

Possible solutions: A ban on volume discounts. I don’t think that this has ever been tried but there is a precedent such as the ban on competitors in business colluding to set prices which has been in place since the early 20th century.


