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II. Vertical Price Transmission 
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• Model Specification  
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III.  Results  



Variable Test  Lags 0: Ho  Lags 0: Ho  t-statistics 
critical 

values at 5% 
level  

PP ADF 
 

8 -3.11 7 -6.98 -3.41 

WP ADF 
 

2 -2.24 1 -16.44  -2.86 

RP UR 7 -3.55 - - -2.88 
 

 

• Unit Root Test  
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Variable Lags Ro LR P-Value t-statistics critical values at 5% 
level 

WP 9 0 27.75 0.003 20.16 
 

PP  1 1.89 0.794 9.14 

 

• Cointegration Test  

III.  Results  



Null Hypothesis  F-Statistics Prob 

PP does not cause WP 3.97 0.02 
 

WP does not cause PP 2.81 0.06 

 

• Granger Causality Test  
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VI. Conclusions  

• Price changes at the consumer 
level are not being efficiently 
transmitted to other levels of 
the marketing chain 

 

• Wholesalers and producers 
prices are co-integrated in the 
long-run but not so in the 
short-term. 

 

• The speed of price 
transmission is asymmetric 
being significantly faster when 
producers’  prices increase.  
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V. Policy Implications 

• Efforts to increase small dairy 
producers competitiveness  
should be accompanied with 
actions to increase the 
efficiency  of the markets in 
which they operate. 

 

• Improving infrastructure. 

 

• Control over the concentration of 
market power. 

 

• Reducing transaction costs. 
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