/’gf’% Banco de la Reptiblica | Colombia

5

omos el banco central de Colombia

&

Working papers economics - Materials prices,
mar ket power, and therisein processed food
Inflation in emerging markets. Evidence from
Colombia

Download Keep in mind

The series Working Papers on Economicsis published by the Office for Economic Studies at the Banco de la
Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This seriesisindexed at Research Papersin Economics (RePECc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la Republicaor its Board of Directors.

AUTHORS AND/OR EDITORS Florez-Acosta, Jorge Géfaro-Gonzalez, Margarita Maria Gonzal ez-Ramirez,
Algjandra Ximena 'V élez-V elasguez, Juan Sebastian

Increases in commodity prices are partially passed through to final processed food prices. A 1% increase in
commodity prices raises producer prices by 0.6% and consumer prices by 0.3%.
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This paper examines how changes in the prices of commodities used by Colombia’s processed food industry are
transmitted to producer and consumer food prices. The analysis focuses on the 20152023 period and uses
sector- and month-level datato measure the extent to which variations in commodity prices pass through to final
food prices, the timing of this transmission, and how market concentration in each sector affects the pass-
through.

Contribution

The paper provides evidence on the determinants of processed food pricesin Colombia. The results allow for
quantifying the contribution of commodity prices to inflation in these products and for understanding how this
contribution is conditioned by the market structure of the food industry.

Results

The findings show that increases in commaodity prices are partially passed through to final processed food prices.
A 1% increase in commodity prices raises producer prices by 0.6% and consumer prices by 0.3%. These effects
materialize gradually—over four months for producer prices and nine months for consumer prices.

The study also finds that pass-through is lower in more concentrated sectors. This dampens price volatility by
moderating price increases during periods of rising costs, but it also limits price declines when those costs fall.
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