Market and Bargaining Power
· Market power is an intangible characteristic of markets

· None have seen it, but many have felt it

Market power
· Market power is the ability to advantageously influence markets, market behavior, or market results

· Firms seek and use market power in order to achieve their economic goals

· A dominant food wholesaler who is a price leader for other wholesalers has a degree of market power
· A consumer boycott of a food product is an attempt to exercise consumer market power

Bargaining power
· Bargaining power is a related term and refers to the relative strength of buyers and sellers in influencing the terms of exchange in a transaction
· Bargaining power requires market power, but market power is broader concept

There are two approaches to solving market power problems

· Reduce the influence of the more powerful to the level of the weaker

· Increases the influence of the weaker to the level of the more powerful

· Market power is frequently associated with the competitive state of markets

· Imperfectly competitive firms have market power, but perfectly competitive firms have no power

· Marketing agency may resist using its full market influence if it feels that to do so would incite more competitors into the industry or might trigger unwanted government intervention

· It is also useful to distinguish between horizontal, vertical, and conglomerate market power
Types of Bargaining Power

Three types of bargaining power have been identifies

· Opponent-pain bargaining power

· Opponent-gain bargaining power

· In another type of bargaining power, buyer and seller may agree to terms that secure a gain from third parties

Sources of market Power

A number of market conditions have been identifies with market power

1. Size, number and market concentration of firms

2. Supply control

3. Unequal information

4. Diversification
5. Product differentiation
6. Control of strategic resources and decisions

7. Financial resources

8. Ration of fixed to variable cost

Cooperative Bargaining Association

· These cooperatives constitute a horizontal integration of producers
· Organized to act as bargaining agents for farmers

· Principal purpose is to influence producer terms of trade

· The main difference between CBA and Marketing cooperatives is 

· Association normally confine their activities to contract negotiations

· Marketing cooperatives usually perform a wider range of services 

Problems and Potentials of Agricultural Bargaining

· Agricultural cooperative bargaining associations can influence food markets in many ways

· ABA removes farmers from a pure price-taking status

· Through opponent-gain tactics, BA may well have increased operational efficiency 

· Through opponent-pain and third party gain bargaining tactics, these associations also may have altered the distribution of the consumers food dollar between producers and food marketing firms

Limitations

· These associations do not control agricultural supply

· Most associations bargain for terms of trade

· Processor integration into agricultural production also complicates the bargaining associations control program

· The self-discipline of members and the skill of the BA leaders are important to the bargaining effort

· BA members and leasers must understand and appreciate both opponent-gain and opponent-pain bargaining power

