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Application of the Panzar-Rosse Model: An
Analysis of the Brewery Industry in the U.S.
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Purpose and Contribution

 Goal Is to build a foundation of research on the competitive
level of the brewery industry in the United States.

 The increasing level of competition could lead to practices harmful to
consumers.

* Many studies talk about concentration but don’t provide a model to
asses actual competition.

« Many past studies using the Panzar-Rosse model only covered
the banking industry. This is the first application of the Panzar-
Rosse model to the brewery industry
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LIt Review
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L1t Review cont.
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Why the Panzar-Rosse Model?

» Considerable past success in banking industry

» Revenue test based on a reduced-form equation relating gross revenues to a vector
of Input prices and other firm- specific control variables

» Creates H-Statistic
« Sum of input price elasticities reflects the competitive structure
« H <0 = neoclassical monopolist or collusive oligopoly
* 0 <H <1 =monopolistic competitor
 H =1 = price-taking competitive firm or industry



Model Structure




Variables




Hypothesis

og(pc+ps+pw+tw) <=1
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89.85295

-0.329674

-0.083295

0.571103

-0.150050

-3.220652

1.531941

-2.034806

Regression Results

37.04626

0.078584

0.079916

0.124132

0.272543

1.384406

5.667165

5.441908

2.425425

-4.195177

-1.042276

4.600773

-0.550555

-2.326377

0.270319

-0.373914

R-squared = .888731
Adjusted R-sq = .833096
Durbin-Watson = 2.569748
C is all unobserved variables






Conclusion
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