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ABSTRACT

Investigating the behavior of market players in pricing higher than the competitive level
determines the bargaining power of the higher economic profits and leads to their market power.
This is especially important for policymakers in terms of equity pricing in agricultural pricing
policies. Fruit consumption plays an important role in diet variability and prevention of chronic
diseases. Given the significant share of these products in horticultural production on the one hand
and their unique role in providing household food security on the other, it is necessary to analyze
the market power of supply chain actors. Therefore, the purpose of this study was to investigate the
behavior of fruit market players in each of the supply chains using weekly data during the period
2012-2017 in Tehran. The findings showed that the wholesale market power of all products except
apple and watermelon was higher than the retailer and dominated the other levels throughout the
entire marketing chain. The results also showed competitive behavior in the market for all fruits
except oranges, and finally, market players reacted differently to relative price changes at different
levels of the supply chain. Therefore, it is recommended that planners try to modify the behavior of
market players against relative price changes at different levels of the supply chain.
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Extended Abstract
Objectives

Investigating the behavior of market players in pricing higher than the competitive level
determines the bargaining power of the higher economic profits and leads to their market power.
This is especially important for policymakers in terms of equity pricing in agricultural pricing
policies. Fruit consumption plays an important role in diet variability and prevention of chronic
diseases. Given the significant share of these products in horticultural production on the one hand
and their unique role in providing household food security on the other, it is necessary to analyze
the market power of supply chain actors. Therefore, the purpose of this study was to investigate the
behavior of fruit market players in each of the supply chains using weekly data during the period
2012-2017 in Tehran.

Methods

To measure market power, the Lerner index is usually used as a measure of the relative size of
the overpricing (mark-up), which represents the percentage of the excess in price relative to the
final cost. By applying this index to the three-tier structure of the fruit market, three Lerner criteria
(two measures for mid-market levels and one for the whole market chain) are obtained. The value
of this index is always between 0 and 1. A value of zero indicates the absence of market power, and
a value of one indicates the extent to which the total price is determined by market power and zero
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percent by the final cost. In this study, the market power of each selected fruit crop in Tehran was
calculated weekly and at each level of the market.

Results

Comparison of the market power of the wholesale chain (from field to central market) of each
product with its corresponding quantities in the retail chain (from central to retail) shows that for 3
products (orange, peach and grape) Of the 6 products examined in Chart (1), the market power of
the wholesale chain is greater than that of the retailer, and for the two apple and watermelon
products these retailers have higher market power than wholesalers. are. According to the results,
the highest and the lowest market power of the major retailers were grape (0.62) and banana (0.22).
While watermelon retailers have the highest market power and bananas have the lowest market
power. For the banana product, there is a balance between the power of the retailer and the
wholesaler. The results of the competitive situation, which is the correlation coefficients between
the market power of the wholesale and retail levels of each product, indicate that the correlation
coefficient of the wholesale and retail market power in all products (except oranges) is negative,
indicating that the situation is There is competition between them, with wholesalers and retailers
not colluding and seeking to increase their market power in the supply chain.

Discussion

The purpose of this study was to investigate the behavior of fruit market players in each of the
supply chains and to analyze their reaction to relative price changes at different market levels using
weekly data over the period 2011-2011 in Tehran. The results showed that increasing producer
prices reduced the wholesale and retail market power of all fruit group products. While not
attractive to wholesalers and retailers, it does lead to an increase in farmer welfare, but the farmer
is forced to sell to dealers and intermediaries because of the financial need and corruption of his
crops. Therefore, if the policy maker's goal is to support the producer in times of price fluctuations
and risk, it is advisable to provide conditions for the purchase of agricultural products and the
equilibrium in the marketing of crops by providing suitable facilities, including the construction of
cold stores and warehouses. The important point of this study was the insignificant effect of price
growth on fruit and vegetable squares on different market levels. However, despite the positive and
negative effects of the approved prices of fruit and vegetables on different levels of the market,
these effects were not significant. This indicates the inability of the squares of the organization to
share the market power in the fruit group, in other words, the competitors of the organization,
wholesalers and retailers, have a higher share of market power in this product group. Therefore, it
is recommended to increase the effectiveness of the organization's fruit and vegetable fields and to
increase their share in market power, adjusting the pricing mechanism adopted for the
aforementioned product group, and by expanding these fields to further areas and promoting
effective market share. To increase their competitors. According to the results, the increase in the
wholesale price (Central Square) led to an increase in the wholesale market power and a decrease at
the retailer level. On the other hand, the increase in the retail price as expected, a decrease in the
wholesale market power. And that has led to an increase in retail sales among fruit group products.
Therefore, it is recommended that authorities try to modify the behavior of market players against
relative price changes at different levels of the fruit supply chain by using pricing and non-price
tools to distribute market system benefits fairly across supply chains. . For all fruits (except
oranges), the correlation coefficient between wholesale and retail market power was negative
indicating that there is competitive behavior between them in sharing market power. For the orange
crop there is a slight degree of collusion between the retailer and the wholesaler in sharing the
market power of the whole chain. In the market of collusion products, there is likely to be a greater
shift in price ranges to the lower end of the chain (consumer or producer). These interpretations
suggest that, in order to move the orange market towards competitiveness, the marketing costs of
market players in each supply chain will be reduced to increase price efficiency and market
efficiency.
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