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1.5.1 Recycling

Consider the case of a monopolist producing a good
that is recycled by a competitive industry. As a motiva- W\/D u Q,& :
tion for this case, recall the famous 1945 U.5. Supreme % 4

Court case concerning the Aluminum Company of Amer-
ica (Alcoa). Alcoa had about 90 percent of the primary @( (LQ &

aluminum market. It was considered a monopoly, and was N
prohibited from expanding (in that the court ordered that ~D m& L A QVO M &){L

the aluminum plants built by the government during the

war not be sold to Alcoa), which led rapidly to a more P ] 2 L T
competitive market in primary aluminum.*® Some econo- ’/h M/\/l L “ ‘4/(? b?

mists opposed the court’s decision on the grounds that

there already existed an approximately competitive indus- .
try, independent from Alcoa, that recycled the aluminum % \0/14/[ 9 Wﬁﬁ
Alcoa produced. If this secondary market for aluminum

OU\/W\M U

was taken into account, Alcoa’s market share was only
64 percent. In fact, the price charged by Alcoa seemed
moderate for a monopolist. Some even suggested that
Alcoa's price was close to its marginal cost. Let us ex-
amine this argument using a simple model.?!
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