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Price Transmission in Vertically Related Markets
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Abstract This paper models the vertical relation between retailers and suppliers in the
food industry whereby retailers exercise the seller’s power in their relations with consumers
and the buyer’s power in their relations with producers. The degree of price transmission,
relative to the perfectly competitive benchmark, both from the farm to the retail sector as-
suming a supply shock and from the retail to the farm sector assuming a demand shock has
been evaluated.
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