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Abstract Do retailers exert market power in the fresh fauitl vegetables markets? In the EU countries,easethil
industry distributes a significant part of fruitcawvegetables, a non competitive behavior might hsigaeificant
impact on consumption, on surplus and welfarehig paper, we shed some light on the degree ofcoampetitive
distortions in the French fresh fruit and vegetabkets. We analyze the market of tomato. Theyaiwis based on
aggregate data on final consumption and pricestht $hipper and consumer levels in France. Thetsiral model is
composed of a system of demand equations, supphtiegs and pricing equations which include terhag tapture
the oligopoly and oligopsony power of the retaittee and that account for product differentiatiéve show that: i)
elasticity of demand varies during the year ii) &xercise of market power decreases over timé iifjarkets were
competitive, retail price would decrease by abdttd 12% depending on the year while shipping pniight be
10% to 54% higher than observed. As a general tregdntities consumed would not change signifigaritVe
conclude that the retail sector exerts a moderatdeh power.

Keywords: Oligopsony, oligopoly, retail industry, fruit amégetable markets.

1. Introduction

Do retailers exert market power in the freglitfand vegetables markets? In EU countries, asetad
industry distributes a significant proportion afifrand vegetables, non-competitive behavior mighte
a significant impact on consumption, surplus andfase. It may also have an impact on the success of
public campaigns across European countries promdtiit and vegetable consumption as for example
the "5 a day" campaign. In this paper, we shed dagheon the degree of non-competitive distortiagms
the French fresh tomato market.

There is some evidence of distortions due t@ecmmpetitive behavior in retailing in the EU. Thusa
recent investigation, the UK competition commissiomcluded that they have “concerns in two priricipa
areas ... several groceries have strong positioasnamber of local markets, ... and that the transfer
excessive risk and unexpected costs by grocerylemstao their suppliers if unchecked will have an
adverse effect on investment and innovation in ghpply chain and ultimately on consumers' (UK
Competition Commission (2008)). Barros et al. (2086owed a positive correlation between retail
concentration at the local level and consumer priddey also found that the most important clients
obtain lower prices, suggesting the exercise ofebyyower vis a vis the suppliers. Smith (2004),
analyzing the UK market, also showed a positivk between consumer prices and retailer concentratio
at the local level. Biscourp et al. (2008) alsorfdisuch a link in the case of France. In addittbey
demonstrated that in France the enforcement ofeaifsp regulation (the ban of below-invoice retail
prices) has weakened competition among retailecgebler, the retail sector is often blamed forrigki
advantage of increasing prices to enlarge its margn the consumer side.

Compared to processed food, fresh fruit ancetages have some particularities that can make the
exertion of market power easier, especially onstiygply side. Firstly, the fact that they are natgeissed



means that producers deal directly with retail&isen that agricultural production in Europe is aify
undertaken by small or low-concentrated farmerg Hargaining power of these farmers in any
negotiation with the highly concentrated retailteeds likely to be negligible. Secondly, fresh duze
prices are highly seasonal and volatile, dependmweather conditions. Retailers are usually aatose
using their market power to lower producer pricesessively under bad demand conditions. Conversely,
under favorable demand conditions, they are accabattreasing prices excessively. Recent studies d
not support this view of asymmetric price transmoiss For instance, a report by London Economics
(2004) shows that, in the European Union, mostistupoint to symmetric price transmission in fiauiid
vegetables. Hassan and Simioni (2004) addressedjtigistion for the case of tomatoes and chicory in
France and found that asymmetric price transmissoas frequent as the symmetric case. When
transmission is asymmetric, they did not find ewicke for the widespread assertion that shippingepric
increases are completely and rapidly passed oromsurner prices while there is a slower and less
complete transmission of shipping price declindseyl found the opposite, i.e., that price declines a
more rapidly transmitted to consumers than priceeases. Moreover, the UK Competition Commission
(2008) found that “the analysis on fruit supplyiohdoes not support the hypothesis that grocenijless

in the UK have engaged in demand withholding infthé industry'.

Depending on the degree of perishability ofduets, different models of price formation haverbee
developed and estimated using firm-level data. products that are highly perishable, Sexton et al.
(2005) focused on price formation at the upstreawell They designed a model where producers and
retailers bargain to share the surplus from sellirggproduct. They estimated that producers welestab
keep about 20% of the surplus to be shared. Faluste that are storable, Richards and PattersdiB(20
2005) developed and estimated a model allowind@th buyer power and seller power for various fruit
and vegetable in the US. The model allows tesfimgtail price fixity is used as a mechanism petimit
tacit collusion among retailers. They found eviden€ seller power and in some cases of buyer pbwer
retailers. They also found some evidence that nigder decreases with quantities that are sold.

To the best of our knowledge, there are noistudn the estimation of retailer market powerffait
and vegetables in the European Union. This pagemats to fill this gap and to provide insights on
retailer market power for the fresh tomato indugtrfrance. In the paper, we use aggregate datheon
fresh tomato market and we build on the framewaoeketbped by Appelbaum (1982) and Schroeter
(1988), which is suitable for this kind of data. Az Wann and Sexton (1992), our model deals
simultaneously with oligopoly and oligopsony powdrile a significant part of this literature onlyals
with oligopoly (e.g., Schroeter (1988), Bettendamfl Verboven (2000)) or imposes equality of oliggpo
and oligopsony conjectures (e.g., Schroeter ancatzf1990), and Gohin and Guyomard (2000)). Our
modeling allows for seasonality changes of elagiof supply and demand, an important feature for
fresh products which, at least on the demand siggibit significant changes over the year. We #dde
into account product differentiation as we deahwifie two main varieties of tomatoes that are iredbt
close substitutes. We find evidence of a moderaercese of market power by the retail sector. Our
results suggest that distortions are larger onptioglucer side than on the consumer side and tegt th
tend to decrease over time.

The paper is organized as follows: In Sectipwe briefly present the French fresh tomato ingush
Section 3, we detail the model used. We then devitle empirical strategy in Section 4, and we ptevi
some information on the data used in Section SulReare presented and discussed in Section 6. We
conclude in Section 7.

2. The French fresh tomato industry

The tomato is the main vegetable consumedandg. In 2004, households purchased 841,000 tons of
fresh tomatoes for consumption at home (14 kg/@ita). In 2004, the French production of fresh
tomatoes amounted to 624,000 T. while imports wayeut 435,000 tons (and exports amounted to
95,000 tons). From November to February, the suppipes mainly from imports while from March to
October it comes mainly from national production.

Even if tomato production is one of the mogjamized among the fruit and vegetable industry, the
production is not concentrated as the 4 main opgdioins of producers sell only 36% of the whole
production (Giraud (2006)). The Hirschmann-Herfinidendex (HHI) of concentration at the production
level is about 400, which is typical of non-concated production. On the contrary, the retail seigo



much more concentrated. In 2004, the market sharetailing chains was 79%, 14% for open markets,
5% for specialized shops and the remaining 2% ifectisales and others. The HHI of the retail indus
is about 2000 with a CR4 ranging from 65 to 70%.

There are different varieties of tomatoes. Thain varieties are ‘ronde' tomatoes and “grappe'
tomatoes, which represented more than 80% of thd&eh#n 2005 (Linéaires (2006)). The remaining
types are "allongée' tomatoes (about 4% of the etgricerise’ tomatoes (about 5% of the market) and
other varieties (about 7% of the market).

We focus on the two main varieties, the ‘rondeiato and the “grappe' tomato. Table 1 shows some
descriptive statistics for prices and quantitiebath varieties. It should be noted that the slmiggirice is
about 50 to 60% of the retail price. The retail rgmas' (calculated as the difference between thailre
price and the shipping price) are quite similar tlee two products and amount to 0.9 to 0.95€/kg on
average. On average, the expenditure for tomawabout 8% of the total expenditures for fruits and
vegetables. As it is well known, consumption of &toes strongly varies during the year with low
consumption in winter and high consumption in sumr@er the period 2000-2006, the “grappe' tomato
increased its market share, even if during wintdrgh imports are large) its market share is smaller

Table 1: Summary statistics. Weekly data. Pricggessed in €/kg, quantities in Tons

‘Ronde’ Tomato ‘Grappe’ Tomato
Average | Std dey Min Max Average  Std dev Mir Max
Shipping price 0.84 0.31 0.27 2.04 1.26 0.43 042 .612
Retail price 1.74 0.32 1.13 2.94 2.21 0.44 1.18 93.6
Quantity 3,433 1,340 1,112 7,79¢ 2,316 1,424 431 215,

As illustrated by the example of “grappe' tomatioeBigure 1, there is a strong correlation betwden
consumer price and the shipping price. The "'magiltulated as the difference between the two grice
does not exhibit a trend. There are large and &efuvariations around an average (Figure 2). While
prices follow a general pattern throughout the yeitin lower prices in summer, margins do not exhibi
such a trend. On the contrary, we find “high' masgind “low' margins during the whole year. Theetim
series of margins seems to be "‘mean revertingseT patterns also hold for the ‘ronde' variety.
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On the production side, most domestic produacisofrom greenhouses. The production process ean b
described as follows: tomatoes are planted fromebwer to February (depending on the region and on
the planning of the producer). Then, after 8 taMe@ks, production starts. A given plant will prodicto
6 tomatoes every week during the productive seasbith lasts about 10 months after planting. The ra
of production depends on solar radiation whichdsaontrolled (it is too costly to light the greenises
to favor early production and it is difficult togelate too hot conditions in summer). All otherputs
such as water, minerals, fertilizers or pesticiaesscontrolled. Therefore, during the year, theralinost
no way to adjust the production to strategicallpcteto changes in the economic environment. For
example, delaying the harvest of a given week wlith expectation of receiving higher prices the
following week (in response to low demand) will kavegative consequences on future production of the
plants. As a consequence, producers do not follash strategies. The only possibility to adapt td ba
economic conditions in the short run is to storadtoes for some period (less than a week) afteekar
Thus in the very short run, due to the technol@ggduction is almost insensitive to prices.

3. The Model

We develop a model inspired by Appelbaum (1982) Solroeter (1988) for the French fresh tomato
industry. In particular, we consider a vertical ichavith a large number of producers offering two
varieties of tomatoes which are bought by retaidns then resell to final consumers. Our settingase

to Schroeter and Azzam (1990) or Wann and Sext®a)l

Consumer demand is written as follows:
Q.;'ir = D[:pj'rrpkz:}’rrz;r) dik =12 (1)

where j and k index product varieties (‘ronde’ agiéppe’), such that the demand for j at time tetefs
on its own price, the price of the other variehgame ;) and other shifters affecting dema@). tis a
time index.

Supply is given by:
Q%‘ =5l

it it

WoZs) J =12 @)
wherer; represents the price perceived by producers @psig price,w; represents the price of other
inputs, andZ,, other supply shifters. We assume that the pridgdebther variety in a given periods not
affecting the supply of that period. This assumption is motivated by thet fthat producers cannot
switch to other variety in the immediate or shart,ras explained above.

Based on the description of the retailing tetbgy, we assume a transformation rate of raw rater
into final product equal to 1. We also assume lipg&ing between producers and retailers. The lprab
of the retailei is to choos%}i andg; to maximize:



ml=Py(Qs, Qs )as, — Ry (Qu)al, + Po(Qy, Qo )as, — Ry (Qn )l — €4y, ,45,) (3)

subject to the demand and supply equations a@ye: s qf is the total output of the mdustrzg'z is

the output of produgtby firmi, P(.) is the inverse demand function of each prodR(},is the inverse
supply function, an€(.) is firm’si non-material input cost depending on quantity aetfer inputs’
prices.

The first order conditions from this optimizatioroplem are:

id sz ui rq P, q =1n, q
Pt |+ 1+[ + ] : 1+c,,+ i
1 £ €17 Ex:] 4% ’?“ H 4)
gid g i [pid g ] 0L
pa+ {iJr i]p—lf.h#r £ “]pg =1 +Clh+ |2 ] lql ]
E11 Ex ) g 1z faz M1 (5)

Where,;- 2410 | is the non-material input marginal 00§J — %9 % (j, k = 1,2) is the elasticity of
P‘-

BqJ.-

i

2

demand,n - 2% n js the elasticity of raw material input supply a@}q{ — %% s is the firm's
8ry G da} Q;

conjectural variation elasticity. It represents #mticipation that firm forms with respect to the reaction

of other firms to a variation of its own level afggluction. We allow conjectures to be differenttegesm

and dowstream. Following Schroeter and Azzam (198®% 8's can give a measure of the non-

competitive distortions in a market, although ohewd be careful in making inferences about themxt
of market power, as pointed out by Corts (1999).naged in Schroeter and Azzam (19%)) andsg,,

should be between 0 and 1, such that in a perfediypetitive market there is no distortion at all,
because no firm expects to be able to affect mighut when choosing its own quantity, wh@i}g =1

would correspond to the case of a monopoly. Thaeshnd signs of the cross conjectural parameters,
8,, andg,, are not restricted in general. For example, trayjctbe negative if products were substitutes.

In summary, the first-order conditions just tellthat for each product the marginal revenue is ktua
the marginal cost of the material input plus thegiral cost of non-material inputs needed to pre\tae
good. Under perfect competition, the price wouldiadghe price of the raw product plus the marginal
non-material input cost.

This analysis has been developed at the fivelleHowever, using aggregate data requires some
assumptions to guarantee that there is an indgstupterpart to the first-order equations given a&ov
Basically, what is needed (see Schroeter and AzA#880)) is constant and equal marginal costs of
production across firms plus non-jointness of puaidu. In our context, this means that retailing
marginal costs are identical and that retailingariety 2 does not affect the marginal cost ofiliet of

variety 1, and vice versa. More expliciﬁ@[qi,qi) = C,q + C,q5- Nevertheless, an aggregate counterpart

for the first-order conditions is not guaranteedetast, so they must be written in terms of indystr
average values. The interpretation of tfie is now that they are quantity-weighted averagethe
corresponding individudl’'s. Therefore, the industry averaged first-ordeddions can be written as:

6 64]  [64 64 ARNCAL
i+[n+g i+[“+ ]%—q+€i+[ ]1+[1] 42

E11 21 g7 E9 1 M1 Maz] q1 (6)
8z 88 8g, 6% 85, |, 83,

p:+|:i+i:|%+|: +_P —T‘-I-C +|:1:|1q1+|:i:|-r:
f11 fn1] 92 12 M1l 42 M2z @

From these equations we define, as in SchroeteAamnam (1990), the following measures of market
power:

1|[es 9% 85 84 ma,
le__li_l_ ]u1+[11+ ]Pq

P |81 E2] f12 fzz 8)
M, = [9; 9251 zQz
M1 "'?22 (9)
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L measures the degree of distortion on the conssiderM measures the distortion on the producers’
side and is an aggreage measure of market power (notevatrovide the distorsion for product 1, the
same applies to product 2). In general, we willehaigher distortions the smaller the elasticitind for
the larger the's.

In order to illustrate the importance of thesedtisbns, other comparisons of interest can be nveitte
respect to the estimated competitive price. Peréachpetition in retailing implie%j =7+ =p"

Provided we have estimates of supply and demandtieqs, one can impose competition and then solve
for the market clearing price. This procedure piegi a comparative static estimate of the competitiv
price, i.e., the price that clears the market ifdeenot allow for any distortion and we keep ottiengs
equal.Withp* we can also compute the competitive quantity drel distortions between actual and

competitive prices and quantities.

4. Empirical Strategy

4.1. Demand specification

As in Wann and Sexton (1992), Bettendorf and Veelmo{2000), or Richards and Patterson (2005), we
consider a linear demand function

12
U = z gy PjeM oy + CaPpp T3V, + A I'M o+ @ g + @y

m—1 (11)

pi: represents the real price of variety j gndthe price of variety kM, is a dummy for month m such
that the own-price elasticity of demand is allowtedrary throughout the yeay, is consumer income in
real terms. As we do not have that data, we take @®exy the total expenditure in fruits and vebkda.

T, is the average temperature. The consumption ofatoes shows a positive autocorrelation and
therefore one-period lagged quantities are intreduo control for the autocorrelation of the seriEsat

is also why we do not introduce a constant terme Thoss-lagged quantity is introduced because it is
reasonable to think that present consumption ofitoes will be correlated with total past consumptio
and not only with consumption of one variety. Tliere, covariates will explain the variation between
previous and current consumption and hence elasticshould be understood as short-run price
elasticities.

4.2. Supply specification

The supply of tomatoes is modeled as a linear fonct

12
Qe = Z 1'9}'11: PieMop T B Sun NO, + 18}'3 Q52
m=1 (12)

ri is the material input price j interacted with antidy dummy. Sun_NQCs a measure of the total solar
radiation during week t in a representative prodacea in France. As explained before, sunlightnis

of the most important determinants of tomato prdéiduc Q;.s, is introduced as a proxy for productive
capacity in week t because of this dependence adyation on seasonal climatic conditions and also
because the planted area does not vary much dilmngample period. Therefore, this variable wowdd b
playing the role of a weekly constant term.

4.3. Pricing equation specification

We analyze the cost of the retail activity. Tieehnology is rather simple as the product is not
processed. It is essentially transported, displapethe shop and sold. The elements of cost are thu
mainly the wholesale price of the product, and otest shifters that in this specification are swanzed
by the price index of transportation costsGos) in real terms. Labor costs follow a pattern saniio
transportation costs, suggesting collinearity betwéghem. Moreover, when both variables are used to



estimate the pricing equation, the wage indexwsags$ non-significant. Therefore, we are not usirtg i
model the cost side.

Inputs are assumed to be used in fixed propwtimeaning that there is no substitution betvieuts
and that the technology is linear. Therefore, we wate the following empirical counterpart of thiest-
order conditions, which are estimated in implioitrh:

;. 6:1rgq, [6% 6% 82 82 1p.q,
py =7+ TrCost + [ n]‘rl + ‘1]—‘:;‘ - [i-i- ;1];31 - [ﬁ +-2 Pt
M Maz] 91 f11 fn €12 €22] 91 (13)
85,1 05, 8, 68 8, 68
P, =1, +1, TrCost + [i]—lql-l- [:]'rz - [i-l- :]p—lql— [i-l-: P,
M1l 92 Mz g1 ] 92 12 ;2 (14)

The variability in supply and own and cross demaladgticities allows the identification of all beharal
parameters. These elasticities are simultaneoustynated in the demand and supply equations.
Therefore, the only exogenous variable in thesgmgiequations is the transportation cost index.

4.4. Supply specification

We add idiosyncratic error terms and estimate tysiesn of six simultaneous equations using the
Generalized Method of Moments (GMM) proposed in $tan (1982).TM, TrCost and Sun_NOare
treated as exogenous variables and used as insttsifoe all equations in the syste@.s, andQ.s,are
considered to be predetermined and therefore attdéte set of instruments as well. Considering that
there is only evidence of an AR(1) in quantiti®ss, should not be correlated with the error term aktim
t. The set of instruments is completed with rainifatensity and an energy price index, both interedc
with month dummies. These instruments are usedmtra for the endogeneity of retail and material
input prices, quantities, and total fruit and vedps expenditures.

5. Data

Our sample runs from 2000 to 2006 and we u$erdnt data sources. From the ‘Service des Noesell
des Marchés du Ministere de I'Agriculture et dePEche’ (SNM-MAP), we obtained weekly data on
shipping prices for the two varieties of tomatdegm a consumer panel (TNS-Worldpanel), we obtained
weekly data on the quantities purchased and tle paid by consumers (for each of these two vaggti
as well as the weekly expenditures for fresh fraitd vegetables, used as a proxy for householdnaco
Meteorological data are from INRA and ‘Météorologlationale’ and consist of daily information about
the weather in lle de France (for the demand siohe) in the northwest and southeast (for the supply
side). It is easy to transform these daily data weekly data: the amount of rain during a week is
obviously the sum of the daily amount of rain otrexr week while the temperature is the averagelligina
we obtained monthly data from the French Statiktizstitute INSEE. This monthly data correspond to
the fruit and vegetable price index (used as aattell, and to the transport cost index. The lalmst ¢
index is quarterly. We transform these monthly doiarterly) data into weekly data assuming linear
change within the period. In the end, we have 3&feovations (¥52+1).

6. Results

For both products, we find very significant ffméents with the expected signs (see Table Athia
appendix, which reports the estimated value ofpdm@meters as well as the associated t-statisthig).
respect to the demand side of the model, all estdnarice elasticities are of the right signs anel a
significantly different from 0. Figure 3 plots tagerage, maximum, and minimum demand elasticites f
the “grappe' variety by month. Demand is clearlyanelastic in autumn and winter than in summer,
following a U-shaped pattern consistent with thassmal variation in consumers' taste for fresh petd
The same pattern holds for the “ronde’ variethoaigh in this case the elasticities are much lo®@esss-
price elasticities are positive and significantlffetent from 0, indicating the substitutability taecen the
two varieties of tomatoes. On average, the crosg glasticity for ‘ronde' tomatoes is 0.4 and i0i7 for
‘grappe' tomatoes. The expenditure elasticity fonde' tomatoes is positive while it is negative tfee
‘grappe' variety, but both are highly non-signifitalhis might be due to substitutions among fauntl



vegetables when expenditures increase, meaning ctivagdumers diversify their purchases. Finally,
temperature acts as a significant demand shifter.

)

Price Elasticity

| DS
T\‘\LI ) _I//{_,_,%/ |

T T T T T T T T T T T
Jan Feb Mar  Apr May Jun Jul Aug Sep Oct MNov Dac

o

——— Min/Max Elasticity Mean Elasticity

Figure 3: Monthly average of retail-price eleisyi of demand for ‘grappe’ tomato (absolute value)

With respect to the supply side, all estadeelasticities also have the right sign and ayaificantly
different from 0. From Figure 7, we can see that $hpply elasticity of the “grappe' variety has som
seasonality but it is less pronounced than in #mmahd side (the pattern for “ronde' is similar)p@wy
seems to be slightly more elastic in the monthsnithere is no national production at all (Decendred
January), suggesting that the elasticity of impodsld be larger because import dealers can dikieit
supplies to other countries if prices are too Iblevertheless, supply elasticity is in general gsitall,
which is consistent with the fact that producensnca store the product and therefore, in the dre; aire
forced to sell regardless of prices being low ghhi
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Figure 4: Monthly average of shipping-price elastiof supply for ‘grappe’ tomato

Regarding the exercise of market powerttal estimated conjectural elasticities are pasiand
significantly different from 0 for “ronde' tomatodsis not the case for “grappe' tomatoes, as ordgs-
conjectural coefficients are significantly diffetefrom 0 (not shown). To have an estimate of the
distortion created by the exercise of market power.computed the D, L and M indexes defined above
(Table 2). The exercise of market power is higimethie case of “grappe' tomatoes than in the case of

‘ronde' tomatoes. According to the results, theéodisns created upstream and downstream are of a
similar order of magnitude.



Table 2: Average distortion due to the exercismafket power (%)

‘Ronde’ Tomato ‘Grappe’ Tomato
2001 2006 2001 2006
Upstream (M) 5.06 -0.78 19.35 6.22
Downstream (L) 6.61 0.71 18.47 1.71
Total (D) 16.45 0.26 67.35 11.98

As elasticities vary within the year, the distonsoalso vary. Figure 5 shows the evolution of thadzx
for the “grappe’ variety over the whole sample querit seems that the distortions were higher at th
beginning of the period than at the end of thequkri
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Figure 5: Total distortion due to market power ajgpe’ tomato.

Using supply and demand functions, we do a comparadtatic exercise where we compute a
counterfactual situation assuming perfect competitof the retail sector (both vis a vis the upstrea
sector and the downstream sector). In 2001, thepettive retail price would be 4.98% lower than the
non-competitive one for “ronde' tomatoes (TableTBE shipping price would be 21.12% higher than the
non-competitive one. In 2006, the differences betweompetitive prices and non-competitive prices ar
much smaller.

Table 3: Average difference between observedcampetitive prices (% of observed price)

‘Ronde’ Tomato ‘Grappe’ Tomato
2001 2006 2001 2006
Retail price -4.98 -0.28 -12.13 -2.14
Shipping price 21.12 1.06 54.54 9.89

We find higher distortions in the case of “gragomatoes. We also find that the price distogiavere
higher in 2001 than in 2006. Consumers' gains uadgmrfectly competitive framework, at least in @00
would be small, meaning that distortions on the alasinside are negligible. However, producers would
be better off as they would perceive around a 1@§len shipping price for “grappe' tomatoes, althoug
just 1% higher in the case of “ronde' tomatoes.ektbeless, the distortions were much more important
2001, with distortions of up to 54% in the shippprice of the “grappe’ variety. Figures 6 and Ustlate
the pattern of observed and counterfactual conmpetitrices and the decline in distortions from 2661
2006 for the “grappe’ variety.
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Figure 7: Evolution of shipping prices for ‘grapgematoes in 2001 and 2006

Table 4 shows the distortions in quantities from tounterfactual exercise in 2001 and 2006. For the
‘ronde' variety, they are negligible, but for ttgrappe' tomato, we find an almost 10% distortion in
consumption in 2001 that seems to be correctetieaehd of the sample period. In the recent period,
distortions due to market power have small impactimal consumption.

Table 4: Average difference between observed angpetitive quantities (% of observed quantities)

2001 2006
‘Ronde’ Tomato 1.25 0.08
‘Grappe’ Tomato 9.36 1.24

7. Conclusion

In this paper, we propose a structural modettHiler behavior in the fresh tomato industry amduse
it to estimate the average market power in thalirgaactivity. According to our results, the rdtaector
exerts some market power vis a vis the consumeraieMer, the exercise of this market power remains
moderate. For example, in absence of market powerestimate that this would induce a consumer's
price decrease for the “grappe' variety from 2 2861depending on the year, and an even smaller
reduction for the ‘ronde’ variety. This would lg¢ada marginal increase in the consumption of toesto
While the retail sector is concentrated, theselt®suggest that, for this product, the competitiomong
retailers is effective. A possible explanation nteeythat consumers select their retail shop accgritin
the prices of a small number of products, amongttiee tomato. Then price competition among retsiiler
is rather “tough' as a low price for this prodscaitool to attract consumers.

It is mainly producers of tomatoes who suffeni the market power of the retail industry. Inerse
of market power, the shipping price might be 1 162higher than the observed one for ‘ronde’ tonsatoe
and 10 to 54% higher for "grappe’ tomatoes. Gihenrelasticity of supply this has no significamipiact
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on quantities. It is mainly a transfer from prodsce® retailers. In the long run this might havenso
consequences as it could lower the profitabilitypodduction and therefore it could also discourtige
entry of new producers.

Finally, according to our results, the exerafenarket power was larger in 2001 than in 2006.
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