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Background 
• Food processing and retailing industries increasingly 

concentrated . 

• Empirical models have not been flexible enough to consider the 

full range of bilateral relationship between buyers and sellers. 

• Develop a market power estimation procedure for bilateral 

imperfect competition between retailers and processors. 

• Test true market power estimation model against alternative 

model. 

Objective 

Methodology and procedure 

Extension from previous studies 

• Previous NEIO methods assume only on one-side of   market 

transactions. 

• Consider bilateral relationship between sellers and buyers  for 

potential oligopoly/oligopsony market power exertion. 

• Monte Carlo simulation to test for estimation bias from 

inappropriately modeling market structures. 

Data generating equation 

Results Conclusions 
• Likelihood Dominance Criterion (LDC) reject the alternative in 

favor of the null model specification 100% of the time. 

• Results show that in most cases erroneous market  structure 

modeling results in biased market power parameter estimates.  

• A few exceptions were found when true Stackelberg duopoly, 

monopsony, and four way bilateral data were tested against  

alternative market structure models. 
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