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Understanding the dynamics of the flowers market, especially when firms coordinate as a profit-
maximizing cartel, is crucial for grasping how industry profits are generated and distributed. In this article,
we explore the concept of cartels in the floral industry, analyze their impact on total industry profits per
day, and examine the factors influencing these outcomes. Whether you are an economist, a market analyst,
or a flower industry stakeholder, this comprehensive guide provides valuable insights into how cartel

behavior shapes daily profits in the flowers market.

What Is a Profit-maximizing Cartel?

Definition and Characteristics

A cartel is a formal agreement among competing firms within an industry to coordinate their production,
pricing, and marketing strategies to maximize collective profits. When these firms act as a profit-
maximizing cartel, they operate as a single entity, similar to a monopoly, deliberately restricting output to

elevate prices and increase overall industry profits.

Key characteristics include:

- Collusive agreement among firms

- Restriction of output to reduce market supply

- Price setting above competitive levels

- Shared profits among cartel members based on pre-agreed terms

- Potential for illegal or unethical behavior depending on jurisdiction

Objectives of a Profit-maximizing Cartel

The primary goal of a cartel is to maximize total industry profit by controlling supply and setting prices
strategically. This often involves:

- Reducing production to create scarcity



- Increasing prices to boost revenue
- Dividing the market to prevent fierce competition

- Sustaining higher profit margins per unit sold

Market Structure of the Flowers Industry

Overview of the Floral Market

The flowers market encompasses a broad spectrum of products including cut flowers, potted plants, and
floral arrangements. It involves various players such as:

- Large flower producers

- Wholesalers and distributors

- Retail florists

- Online flower sellers

Despite the diversity, the industry often exhibits characteristics of an oligopoly, where a few large firms

dominate the market, making it susceptible to cartel-like behavior.

Factors Facilitating Cartel Formation

Several factors make the flowers industry conducive for cartel formation:

- Limited number of large producers

- High barriers to entry for new competitors

- Product differentiation being relatively low

- Market transparency allowing firms to monitor each other's output and pricing

- Seasonal fluctuations leading to collusion to stabilize prices

Impact of Cartel Behavior on Total Industry Profit

Profit Maximization and Output Restriction

When firms in the flowers market collude as a cartel, they collectively decide on an output level that

maximizes total industry profit rather than individual profits. This typically involves:



- Reducing total supply compared to competitive levels
- Raising prices above the market equilibrium

- Allocating market share among cartel members

The resulting effect is an increase in total industry profit per day compared to a competitive scenario.

Calculating Total Industry Profit

Total industry profit depends on several variables:

- Market demand for flowers at different price points
- Production costs per unit

- Price set by the cartel

- Quantity of flowers supplied per day

The formula for total profit (=) is:
- n = (Price - Average Cost) x Quantity Supplied

Under cartel behavior, the quantity supplied is deliberately kept below the competitive level to sustain

higher prices, thereby increasing total profits per day.

Factors Influencing Daily Industry Profits in the Flowers Market

1. Market Demand and Consumer Preferences

Demand elasticity significantly impacts profits. If consumer preferences favor premium or exotic flowers,
the cartel can charge higher prices, boosting profits. Conversely, if demand declines, profits decrease

regardless of output restrictions.

2. Production Costs

Cost structures influence profit margins. Lower production costs, achieved through technological

advancements or economies of scale, enable firms to sustain higher profits when acting as a cartel.

3. Seasonal Variations

The flowers market experiences seasonal fluctuations, with peak periods such as Valentine’s Day, Mother’s

Day, and wedding seasons. During these times, cartels can set higher prices, maximizing daily profits.



4. Market Transparency and Monitoring

Effective monitoring of each member’s output and pricing ensures cartel stability and maximizes profits.

Lack of transparency can lead to cheating, reducing overall profitability.

5. Legal and Regulatory Environment

Legal constraints or anti-trust laws can affect cartel formation and sustainability. In regions where cartels

are illegal, firms might engage in covert collusion, impacting profit levels.

Examples of Daily Industry Profits When Acting as a Cartel

‘While precise figures vary based on market conditions, some studies and industry reports offer estimations:

- Estimate 1: In a hypothetical floral market with a daily demand of 10,000 units, if the cartel restricts
output to 6,000 units and sets a price $5 above the competitive equilibrium, daily total profits could reach
$30,000 to $50,000.

- Estimate 2: During peak seasons, daily profits can surge due to increased demand, with some cartels

earning $100,000 or more per day.

These figures underscore how cartel behavior can significantly inflate daily profits compared to

competitive scenarios.

Implications of Profit-maximizing Cartels in the Flowers Market

Advantages for Cartel Members

- Higher profits per day
- Market stability and reduced price wars

- Predictable revenue streams



Negative Effects on Consumers and the Market

- Higher prices for consumers
- Reduced output leading to less variety and availability

- Market inefficiency and potential legal repercussions

Potential for Market Disruption

If cartels are uncovered or disrupted by law enforcement, prices may plummet, and profits sharply decline,

causing instability in the industry.

Conclusion

When firms in the flowers industry act as a profit-maximizing cartel, the total industry profit per day can
see substantial increases compared to competitive scenarios. By strategically restricting output and setting
higher prices, cartels maximize collective profits, benefiting members but often at the expense of
consumers and market efficiency. Factors such as demand elasticity, seasonal variations, production costs,
and market transparency influence these profits. While the exact figures vary, understanding the
mechanics behind cartel behavior provides valuable insights into the floral industry's pricing strategies and

profit dynamics.

Key Takeaways:

- Cartels aim to maximize industry profits by controlling supply and prices.

- Daily industry profits can significantly increase under cartel behavior.

- Market conditions and legal environment impact the sustainability and profitability of cartels.

- Consumers often bear the brunt of higher prices and reduced market competition.

By studying these patterns, stakeholders can better understand the economic forces shaping the flowers

market and anticipate potential market manipulations that influence daily profits.

Frequently Asked Questions

‘What happens to total industry profit in the flower market when firms

act as a profit-maximizing cartel?

When firms act as a profit-maximizing cartel in the flower market, the total industry profit per day

typically increases compared to competitive levels due to coordinated pricing and output restrictions.



How does cartel behavior affect the daily total industry profit in the

flowers market?

Cartel behavior generally leads to higher daily total industry profits because firms restrict supply and raise

prices to maximize combined profits.

Is the total industry profit in the flower market higher or lower under

cartelization compared to competitive markets?

Under cartelization, the total industry profit per day is higher than in competitive markets, as firms collude

to set prices and output levels that maximize joint profits.

What role does market demand play in determining total industry profit

when flowers firms act as a cartel?

Market demand influences total industry profit by setting the maximum price consumers are willing to

pay; a cartel exploits this demand by setting higher prices to maximize profits per day.

Can the total industry profit in the flowers market be sustained over the

long term when firms act as a cartel?

Long-term sustainability of cartel profits is often threatened by incentives to cheat, regulatory scrutiny, and

entry of new competitors, which can erode total industry profits over time.

What is the typical impact of cartelization on consumer prices in the

flowers market?

Cartelization usually leads to higher consumer prices for flowers, as firms coordinate to restrict supply and

maximize profits.

How does the formation of a cartel in the flowers market influence total

daily industry profit compared to non-collusive scenarios?

In a collusive cartel scenario, total daily industry profit increases compared to non-collusive or competitive

scenarios due to coordinated pricing and output restrictions aimed at profit maximization.

Additional Resources

When They Act As A Profit-maximizing Cartel, The Total Industry Profit In The Flowers Market Is Per

Day is a fascinating exploration of how collective behavior among flower producers can influence industry



profitability. This scenario is a classic example of cartel behavior in imperfect markets, providing valuable
insights into how firms coordinate their actions to maximize joint profits, often at the expense of consumer
welfare and market efficiency. Understanding this phenomenon requires analyzing the strategic

interactions among firms, the resulting market outcomes, and the broader economic implications.

Understanding the Flower Market and Cartel Formation

What is a Cartel?

A cartel is an agreement among competing firms to coordinate their production and pricing strategies with
the goal of increasing collective profits. In the context of the flowers market, this might involve flower
growers or suppliers agreeing on a fixed production quota or a set price to sell flowers, effectively acting as

a single monopolistic entity.

Features of a Flower Market Cartel:

- Price Fixing: Members agree on a common selling price.

- Production Quotas: Members limit output to control supply.
- Market Sharing: Dividing territories or customer bases.

- Information Sharing: Regular communication to monitor compliance.

Pros:
- Increased industry profits.
- Stability in prices and revenues for member firms.

- Reduced competition and price wars.

Cons:
- Higher prices for consumers.
- Reduced market efficiency.

- Potential legal issues, as cartels are often illegal under competition law.

Why Do Firms Form Cartels in the Flowers Market?

Firms in the flowers market, which often face seasonal fluctuations and perishable products, may find cartel
formation appealing for several reasons:

- To stabilize income amid price volatility.

- To avoid destructive price wars.

- To maximize joint profits in a fragmented industry.

- To exert greater control over market conditions.

In such a setting, the collective behavior shifts the industry from competitive to monopolistic, with the



cartel acting as a profit-maximizing entity.

Market Dynamics Under a Profit-maximizing Cartel

How the Cartel Operates

Once a cartel is formed, members agree on a combined output level that maximizes joint profits. This
collective decision involves setting the total supply of flowers to the market at a level where the marginal

revenue equals the marginal cost for the entire cartel, not individual firms.

Key Features of the Cartel's Operation:

- The cartel determines the optimal total quantity (Q) to produce.
- It sets a uniform price (P) based on the aggregate demand at Q.
- Individual firms produce according to their quota share.

- The cartel monitors compliance and adjusts strategies to maintain profit maximization.

Impact on Total Industry Profit

When firms behave collectively as a cartel, the industry’s total profit per day can significantly increase
compared to a competitive scenario. This is primarily because:

- Prices are higher than in competitive markets.

- Production is restricted to levels where profits are maximized.

- The cartel reduces output to create scarcity, driving prices upward.

Estimating Total Industry Profit:

Total profit in the flowers market per day under cartel behavior can be expressed as:
\[ \text{Total Profit} = (P" - \text{ Average Cost}) \times Q" \]

where:

- \( P*\) is the cartel's set price.

-\( Q")) is the total output at the profit-maximizing point.

- Average cost includes production and distribution costs.

By restricting output and elevating prices, the cartel captures a larger share of consumer surplus as

producer surplus, leading to increased total profits.

Economic Analysis of Profit Maximization



Graphical Illustration

A typical diagram involves:

- The industry demand curve (D).

- The marginal cost curve (MC).

- The cartel’s marginal revenue (MR) curve, which lies below the demand curve because of the

downward-sloping demand.

Key Points:
- The cartel chooses output where MR = MC.
- The corresponding price on the demand curve at this quantity is the profit-maximizing price.

- This output level is less than the competitive equilibrium, leading to higher prices and profits.

Quantifying the Profits

Suppose:
- The demand curve for flowers is linear.
- The average cost per flower is constant.

- The cartel restricts output to a level where marginal revenue equals marginal cost.

The total daily profit can be calculated as:

\[ \text{Profit} = (P_{cartel} - AC) \times Q {cartel} \]

where:

- \( P_{cartel} \) is the price set by the cartel.

-\( AC)) is the average cost.

- \( Q_{cartel} \) is the total quantity produced and sold per day.

In practice, the profit increases due to the higher markup over costs, as prices are artificially inflated, and

output is restricted.

Implications of Cartel Behavior in the Flowers Market

Positive Aspects

- Higher Industry Profits: Cartel members benefit from elevated prices and stable revenues.
- Market Stability: Reduced price fluctuations can benefit producers planning for the future.
- Incentive for Quality Improvement: Higher profits may allow investments in better flower varieties or

services.



Negative Aspects

- Consumer Harm: Higher prices reduce consumer surplus and may limit access to flowers for some buyers.
- Market Inefficiency: The output restriction leads to deadweight loss, meaning the industry produces less
than the socially optimal quantity.

- Legal Risks: Cartel arrangements are illegal in many jurisdictions, risking fines and sanctions.

- Potential for Collusive Collapse: If members cheat or defect, the cartel can unravel, leading to price wars.

Long-term Considerations

While short-term profits are maximized under cartel behavior, long-term sustainability is questionable.
External factors like anti-trust enforcement, entry of new competitors, or consumer backlash can disrupt

cartel arrangements.

Case Studies and Real-world Examples

Historical Cases of Flower Cartels

Although less common than in other industries, instances of collusive behavior have been documented in

flower markets, especially in regions with oligopolistic structures or where a few large firms dominate.

Example:
- In certain European markets, flower growers have been accused of setting minimum prices during peak
seasons to prevent price erosion.

- Such arrangements often face legal challenges and are subject to investigations by competition authorities.

Lessons from Empirical Evidence

Research indicates that when firms act as a cartel:
- Industry profits per day can increase by 20-50% compared to competitive equilibrium.
- Consumer prices can rise significantly, reducing demand.

- Market efficiency declines, with resources not allocated optimally.

Conclusion: Balancing the Pros and Cons

Acting as a profit-maximizing cartel in the flowers market can substantially boost industry profits per day
by restricting supply and elevating prices. However, these gains come with significant drawbacks,
including consumer harm, market inefficiencies, and legal risks. While cartel behavior may offer short-

term benefits to firms, sustainable growth typically requires competitive practices that foster innovation,



efficiency, and consumer welfare. Policymakers and industry stakeholders must weigh these factors
carefully to promote a healthy, competitive flower market that balances profitability with fairness and

efficiency.

In sum, when firms in the flowers market coordinate their actions as a cartel, the total industry profit per
day increases relative to competitive scenarios. This phenomenon underscores the importance of regulation
and market oversight to prevent monopolistic practices that can distort market outcomes and harm broader

economic interests.
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