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The primary objective of this study is to investigate the impact of economic shocks—
including the COVID-19 pandemic, changes in preferential exchange rate policies, and
increases in energy carrier prices—on the marketing margin of chicken meat in Iran.
Utilizing the theoretical framework of Piggott et al. (2000) and specifying a system of
equations, the model was estimated using quarterly data for the period 2015-2022 via
the Three-Stage Least Squares (3SLS) method. The findings revealed that the elasticity
of substitution between farm inputs and marketing services is 0.34, indicating limited
substitutability between these two inputs. Analysis of market power indices suggests
the presence of market power within the processing and retail sectors. Shock analysis
results demonstrated that both the COVID-19 pandemic and rising energy prices led
to an expansion of the marketing margin (price ratio elasticities of 0.094 and 0.008,
respectively). Conversely, the changes in preferential exchange rate policies resulted
in a contraction of the marketing margin (elasticity of —0.032). Contrary to common
perception, the results indicate that these shocks have a limited and negligible effect
on the expansion of the marketing margin. This finding suggests that price increases
are not primarily driven by an increase in the marketing margin; thus, any price
intervention without a full understanding of market dynamics or evidence of
profiteering behavior could lead to supply disruptions and diminish the incentives for
economic actors. Consequently, priority should be given to rigorous and continuous
monitoring of price movements and the identification of their underlying drivers to
prevent the adoption of misguided policies affecting market performance.
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Extended Abstract
Introduction

Chicken meat, as a strategic source of animal protein, holds a significant position in the food security of
Iranian households. Its substantial share in household food expenditures means that price fluctuations directly
and rapidly impact social welfare. The "marketing margin" defined as the difference between retail and farm
prices, reflects the costs of marketing services, processing, transportation, and the competitive structure of the
market. In recent years, Iran's poultry market has faced three major exogenous shocks: the COVID-19
pandemic, the increase in energy carrier prices, and the changes in the preferential exchange rate for imported
inputs. This study aims to analyze the impact of these shocks on marketing margin behavior and to identify the
presence of market power within the chicken meat supply chain.

Materials and Methods

This study is based on the theoretical framework of Gardner (1975), extended by Piggott et al. (2000). A
simultaneous equations system was designed, consisting of four key functions: 1) a Translog production
function (to account for the elasticity of substitution between farm inputs and marketing services), 2) retail
demand, 3) farm-level supply, and 4) marketing services supply. Dummy variables were incorporated to capture
the direct effects of the aforementioned shocks. Quarterly time-series data from Spring 2015 to Winter 2022
were collected from official sources, including the Central Bank, the Statistical Center of Iran, and the Livestock
Affairs Support Company. After verifying residual stationarity and Co-integration, the system was estimated
using the Three-Stage Least Squares (3SLS) method to control for simultaneity bias.

Results and Discussion
The estimation results indicated an elasticity of substitution of 0.34 between live Chicken and marketing
services, suggesting limited substitutability in the processing stage. Market power indices (B) confirmed the
presence of Market power in both the processing (0.63) and retail (1.79) sectors. Shock analysis revealed that
the COVID-19 pandemic and rising energy prices led to an expansion of the marketing margin. The price ratio
elasticities for these two shocks were 0.094 and 0.008, respectively. Conversely, the Changes in the preferential
exchange rate had a contracting effect on the marketing margin (elasticity of —0.032).

Conclusion

Contrary to the common public perception, that links severe price volatility to profiteering by
intermediaries, this study demonstrates that major economic shocks have a relatively limited and negligible
impact on the expansion of the marketing margin for chicken meat. In other words, this finding indicates that
price increases are not driven by an expansion of marketing margins; thus, any price intervention prior to a
comprehensive understanding of market dynamics and without evidence of rent-seeking behavior could lead
to supply disruptions and diminish the incentives for economic actors. Consequently, priority should be given
to precise and continuous monitoring of price movements and identifying their underlying drivers to prevent
the implementation of misguided policies affecting market performance.
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Figure 1- Per capita consumption of Chicken in the period of 2001-2022 (Source: Statistical Yearbook of the
Ministry of Agriculture)
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Figure 4- Investigating the changes in marketing margin under the conditions of increased transportation costs driven
by energy carrier price
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Figure 5- The Effect of COVID-19 on Marketing Margin
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Figure 6- Investigating changes in marketing margins resulting from the change in the preferential exchange rate
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Table 1- Elasticity of marketing margins
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Table 2- Results of the seasonal unit root test
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Table 3- Three-Stage Least Squares (3SLS) estimation results for Chicken meat
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Table 4- Determining the existence of market power in the Chicken meat marketing process

98 03,5 b ol )iSl g)ljl )38 3925 98 033 B asyze 5l 6k )8 3924 J
: : gaze
Existence of Market Power from Existence of Market Power from Product
Slaughterhouse to Retail Farm to Retail
J5Y VIV &0 b5

Chicken meat

35850 (gl sxie
Source: Research Findings

PP ) 85 2 e 985S S e (55l ol Caid )3 LRl3E1 I ) ep Sl gl ol B
2 e LB ) o Bojb Wl o0 V968 (6 pSden wdd rhae ()5 Sle ulul p sl b)lJL 4l
pis & g b 0sd allil 4ndlo )3 i 4 i (45 )50 graw ) S odlol 03 £ adye 5 (g 800 5
b B oS 5l de)je )3 Janme )y i Sl Jde (Bl IS b e 86 5 calpd s)lel (sl i

asye 55 b (2 51 8 % e 9 QL Clesd adse 3 e b (Gl Sl ol o ) il (rimen
&b o Jsl Jole (lgie 4 V=958 (G)ke 4 ad )13 536 cov ]y L)l 4ndls Ml e as)je aw 53 £y
o3lol 03 £ 0 4 y0 i oxims JUil bole plgie 4 (v 5 ) £5 )3 el g Bed S g )3 Er0 S gLl
Wloss 45,5 L5 )5 (bl et adye ol osims i) Jole glgie 4 65 sladols caasd 5 Lialsél g i
Slots aiye b o a8 olal o15) o 4dye b g oola] §yo cubsS (Ll gl dim Jis] sl wito bls)
ol 0as 031> LS (@) Joda 53 (LS Ciyguo 4 ) bylib adils b Sb,yl50

o[ AF (898033 LAl goxie oain JUii] Jole) VA=y958 4) Coas Ianuond S (S () S polusl 2
Jole) 551 sladels cuaid 53 Al g =+ /o¥Y (aeie adye (e ouins JUil Jole) (e 5 55l £ 50 S
955 4 G (g B03,5 3ol 1 5)5lS s S Ble /oA Dbl Slods e iomie oy Jli)
oS Gpaped Adbe =/ B il Sladels cunid )3 (I g /YN (a5 5l G5 3 e e[ FT AR
Y0 (55l el Cuosd )3 il g =/ Ve a5 5,1 E5 50 et YA AA=0y965  Cund (Shuo ) ails
5 shgpeds GLlE oxe aaimd JUl Jole olsie 4 VAmayg68 4 39y 0 il (g )lss Sl bl Al e
G s 3 5 e 5 St 1 Gl Sless asye anies JUinl Jole olsis 4 (555 sla ol S il
S amd e ol (0) Jodr guls sl ausly bl adls e Sl ds)je adse oxie saimy Jlil el g
(e 25le) I connd I3 & i (55 slo ol o > (I3l 5 VazgsS (6 S ten ol il



VP8 oS3/ 6ylois i g olely 8550 4/ (55)9liS drwsi’ 5 olaid] livini dlxo I

Wgdee (Ehop andl) Lbyll Closs wres SRl 5 (Bg8e0 5 By 5l ol dalys I 5)sliS wew als
(Llib adls LialS 4 e de)ie )3 Jaame s e stimd Sl Jele plgie & (o 5551 25 )0 jd aione
Dydie (2bylik Olasd pre (S 5 555LES wp ]38

& S bk abls (iSO Joaa
Table 5- Marketing margin elasticity of Chicken meat
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