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Economic Factors Considerations
Most organizations are primarily established with the aim of generating profit. A cartel is a collusion of companies with operates with the primary objective of maximizing profit through control of prices and supply of commodities in the market (Tirole 23). In gaining a larger market share, the three cigarette companies should focus on the economic and legal implications of the cartel business. Ideally, the prices of the commodities in the market are determined by the demand and supply forces in the market. Cartel business tends to deviate from the economic forces by creating an artificial shortage of commodities and influencing the prices of the products in the market. Therefore, to be competitive in the market, the cigarette cartel should come up with a strategy to allocate production levels equitably among the companies. 
By reducing the supply of cigarettes in the market, their prices increases and the cartel benefits from the situation by maximizing profits. Further, the price of the cigarettes should be set above the marginal cost as with the case of the monopolistic companies.  The survival of the cartel business is dependent on transparency (Grossman 224). However, the high profits associated with high prices lure companies under collusion to cheat. Therefore, effective monitoring, rewarding and coordinating mechanisms are required. 

Legal Implications
Collusion in the market with the aim of increasing product’s prices and controlling supply is illegal (Grossman 234). For the cartel to be successful, government and other relevant authorities must be involved. First, the authority can grant the cartel a legal existence to operate as a legal cartel. Secondly, the authorities can restrict new entrants in the cigarette production and sale in the region of interest. New entrants are a possible threat to the success of the business due to the high profits. Therefore, the cartel can be protected by the local or national government through corrupt deals. 
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