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Figure (1) Potato price connections in market different Levels
Source: Research findings
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Table (6): study on Short-run impact of potato price on different market
levels on potato retail price
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Table (9) Results of potato retail price Impulse Response
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Extended Abstract

Introduction

Price is one of the variables that reflects the equilibrium between supply and
demand in the market. The transmission of price from producer to consumer
is also one of the most fundamental characteristics of the value chain. In
agricultural markets, it is often observed that price increases at the farm gate
are transmitted to consumer prices completely and quickly, while producer
price decreases are passed through the supply chain to consumer prices
incompletely and at a slower rate. The occurrence of asymmetric price
transmission in the market increases the marketing margin, creates benefits
for commodity marketing agents, and affects the welfare of both producers
and consumers. Accordingly, the price transmission mechanism reflects the
market structure and is important for policymaking.

In the potato market of Tehran province; as one of the major potato
consumption areas in the country; given its low production in the province
and the fact that major potato production centers are not located nearby, the
spatial and temporal price difference between supply and demand for potatoes
in Tehran is more evident and impactful compared to other provinces.
Therefore, analyzing price behavior at different market levels (farm gate,
wholesale, and retail), which has received less attention in previous research,
is particularly important in the main consumption hub for potatoes. Since the
marketing channels for this product in Tehran differ from those in other
provinces, and due to the existence of two types of retail markets and price
setting in fruit and vegetable squares as one of the retail levels, examining the
price transmission of the mentioned products can provide a suitable
framework for analyzing pricing policies in the price transmission of
products.

Materials and Method

The price transmission mechanism in the potato market of Tehran province
has been investigated using a Vector Error Correction Model (VECM). The
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data used in this research include the weekly prices of potatoes at the farm
gate, wholesale, in fruit and vegetable squares, and retail levels in Tehran
province during the period from the beginning of Farvardin 1398 (March
2019) to Tir 1402 (June-July 2023). This information was extracted from the
Central Bank of Iran, the Organization of Fruit and Vegetable Squares, and
the Office of Vegetables and Edible Tubers of the Horticulture Department at
the Ministry of Agricultural Jihad.

Results and discussion

The results of the research indicated that there is a long-term equilibrium
among prices at different market levels, and price transmission occurs over
the long term at the retail, wholesale, fruit and vegetable square, and farm
gate levels. Furthermore, the findings revealed that price transmission in the
Tehran province potato market is incomplete. The direction of price
transmission is from the farm gate to other market levels, and all price
variability at the farm gate is transmitted asymmetrically to other market
levels. In other words, when prices increase at the farm gate, wholesalers can
pass this increase on to retailers; however, this relationship was not confirmed
in the reverse direction, from the retail level back to the farm gate. The
distance between production and consumption centers has caused prices at the
retail level not to be transmitted back to the farm level. Consequently, any
price increase at the retail level does not translate into benefits for producers,
and marketing intermediaries in the supply chain will benefit from the
incomplete price transmission. In both the short and long term, the previous
periods' retail prices (with one and two lags) and the price in fruit and
vegetable squares (with one lag) had a greater impact on the current retail
price compared to the farm gate price and the wholesale price.

Suggestion

Given the structure of potato supply in Tehran province, the price in fruit and
vegetable squares has a greater impact on the retail price compared to other
price levels. Consequently, the establishment and development of direct
potato sales in these squares can increase the producers' share of the price paid
by consumers and partially rectify the asymmetry in price transmission.
Furthermore, since the products supplied in fruit and vegetable squares are
subject to pricing, it is recommended to engage with effective actors in the
potato supply chain relying on the role of comprehensive associations
(including farmers, wholesalers, and retailers) to achieve transparent and fair
pricing across all components of the chain. The results from the impulse
response function indicated that a one-standard-deviation shock to the farm-



gate price has a greater and more persistent impact on the retail price
compared to shocks to other market levels. Therefore, increasing productivity
to reduce production costs and lower the farm-gate price considering the price
transmission path can be effective in controlling the retail price.
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