Modeling Price Transmission Between Farm and Retail in
Iran's Horticultural Products Market (A Case Study of Apples)

Mojtaba Barzegar Devin®, Afsaneh Nikoukar™ and Farid Ejlali”™™

Research Article Receive Date: Accept Date: Online Publication | Page: 173-201
2023.07.06 2024.03.02 Date: 2024.03.02

The purpose of this article is to investigate the presence of asymmetric vertical
price transmission in the supply chain (farm, wholesale, and retail) of horticultural
products (specifically apples) in Iran. Farmers, particularly in developing countries
like Iran, complain about high price volatility in agricultural product markets,
primarily due to the harmful interference of market actors. They sell their products
at low prices and lack the ability to set prices, while consumers also complain about
having to pay high prices for agricultural products, which affects their purchasing
power and welfare. This issue can be attributed to marketing agents exploiting
their market power to prevent symmetric price transmission from producers to
consumers. Asymmetric price transmission means that price increases or decreases
at one market level (e.g., farm level) are not fully transmitted to other market levels
(e.g., retail) and, consequently, to consumers or producers, ultimately leading to
market failure. Therefore, this study uses time-series data from 2015 to 2020,
extracted from the Statistical Center of Iran and the Ministry of Agriculture, to
examine price transmission in the horticultural product supply chain using the
Granger causality test and the Error Correction Model (ECM). As expected, the
results indicate asymmetric price transmission in the supply chain of the selected
horticultural product, meaning that price increases at the farm level are transmitted
more intensely and rapidly to wholesalers and retailers, and consequently to
consumers, than price decreases, and vice versa.
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