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In this appendix we include estimated market price elasticities and marginal costs for the polynomial
utility, linear utility and preference shifter specifications. Table 1 presents a matrix of average market own
and cross price elasticities for the 10 products with the highest market share. It contains the matrix for each
of the three model specifications. The numbers show: 1) Demand for all products is elastic, with own price
elasticities ranging from -1.7 to -5.0. 2) Cross-price elasticities exhibit a high degree of variation, showing
estimates are far from those from a conditional logit (in which there would be no within column variation in
cross price elasticities). The cross-price elasticities also indicate a much higher degree of substitution within
the butter products (Ar: Anchor NZ 500g, Ar: Lurpak spread ss 500g and Ar: Lurpak light ss 500g) than
between them and the margarine products. 3) The three models yield similar estimates for market own and
cross price elasticities. This contrasts with their predictions for household level elasticities which differ (see
Table 4 and Figure 3 of the main paper).

Table 2 presents the mean marginal cost estimates for the 10 largest market share products. They are
based on the assumption that firms compete in a Nash-Bertrand game and therefore are a functions of the
market level price elasticities and the ownership structure of products. Given the similarities in market
elasticities between the three model specifications, it is not surprising that the models generate a similar
set of marginal costs. Margins are estimated to be lower for the butter products than for the margarine

products.
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Table 2: Marginal costs: top 10 market share products

Polynomial utility

Linear utility

Preference shifter

Price | Cost Margin ‘ Cost  Margin ‘ Cost Margin
Ar: Anchor NZ 500g 1.99 1.49 0.25 1.49 0.26 1.49 0.25
Ar: Lurpak spread ss 500g 2.15 1.64 0.24 1.63 0.24 1.64 0.24
Ar: Lurpak light ss 500g 2.17 1.66 0.24 1.64 0.24 1.65 0.24
DC: Clover spread 500g 1.20 0.67 0.44 0.66 0.45 0.67 0.44
DC: Utterly Butterly 500g 0.80 | 0.32 0.60 | 0.31 0.61 0.32 0.60
Un: Flora buttery 500g 1.02 | 0.46 0.55 | 0.44 0.57 | 0.46 0.55
Un: Flora light 500g 1.22 0.63 0.48 0.62 0.50 0.63 0.48
Un: ICBINB 500g 0.85 | 0.31 0.64 | 0.30 0.65 | 0.31 0.63
Un: ICBINB light 500g 0.87 | 0.33 0.62 | 0.31 0.64 | 0.33 0.62
Un: Stork 500g 0.72 | 0.20 0.72 | 0.19 0.74 | 0.20 0.72

Notes: Margins are defined as (p —mc)/p. Numbers are market share weighted means.



