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Effects of Complementary and Substitute Products into the Market


 A monopoly structure is an imperfect market characterized by the existence of a single vendor who controls the demand and supply patterns. A monopoly vendor achieves super-normal profit in the short-run by increasing the output and selling at reduced prices (Flynn, 2011). However, the emergence of substitute products in the long-term diminishes the super-normal profit because of the decline in the demand for the monopolist’s product (Veseth, 2014). Therefore, the decision to legalize marijuana for leisure purposes elicits opposition from the beer distributors and the support of the snack-vendors. 

Opposition by the Beer Distributors

Legalization of marijuana faces opposition from the beer distributors because it causes a decline in the market demand for the conventional leisure amenities including alcoholic beverages. A decision to legalize marijuana provides a perfect substitute product for the conventional beer because it provides rational consumers with the alternative commodity to switch their preference. A rise in prices of beer results in a decline in the quantity demanded by the consumers in the short-run (Baker, Filbeck, & Harris, 2018). The consumers will switch their preferences to marijuana, which is relatively affordable. Marijuana becomes a substitute product for the beer in the market because it creates similar utility when consumed as an alternative to the latter.  

Support among the Snack Vendors

Availability of marijuana among the consumers creates a complementary effect in the market for the snack commodities. Complementary products refer to commodities that consumers acquire them jointly to yield adequate satisfaction (Flynn, 2011). The demand for the marijuana has significant influences on the level of consumption for the food snack because the two commodities facilitate the users achieves leisure utility. Therefore, the surge in demand for cheaper marijuana will boost the consumption of the food snack, which serves as a perfect complement for the leisure purposes. 

Concisely, the availability of marijuana for the recreational purpose has significant influences on the short-run demand for the conventional commodities used to create leisure utility. Therefore, the caliber of reaction that the vendor exhibits is dependent on the effect of their prevailing market share. For example, beer distributors perceive marijuana to be a perfect substitute for their commodities, which retail at lower prices and cause an adverse effect toward their profit-maximization.
References 

Baker, H, Filbeck, G., & Harris, J. (2018). Commodities: Markets, performance, and strategies, Oxford University Press

Flynn, S. (2011). Economics For Dummies,Wiley.

Veseth, M. (2014). Introductory microeconomics, Academic Press

