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Abstract

Industrial Organization (10) is concerned with tsteucture of industries in the economy and the iehaof
firms and individuals in these industries. Thisaiyehas not only grown within its field, but alsodthers, such
as business management especially in the aredsatdgic management. The Structure Conduct Pedocm
(SCP) paradigm appears to be the most pertinentlargl time used approach to assess industry steictu
studies. It basically attempts to look at the markeucture of industries and determine their cahdand
performances. Various theories that challengedS@G® are also witnessed including the efficient tiypsis,
contestable market theory and quiet life hypothegis Even in recent period, a reverse approadtoto at the
structure and performance of a given industry bgeoting the conduct of firms has emerged. In otherds,
the new wave of research like New Empirical IndastOrganization (NEIO) set out to understand the
institutional details of particular industries amske this knowledge to test specific hypotheses tatqmcific firm
behavior. Nevertheless, NEIO appears to be thenalie paradigm for imperfect market analysis thendne
totally revoking the methodological approach of 8@P, in fact with friction between the two paradsy Some
authors like Bhuyan (2014) has compared these tethods of analyzing market power and concludedttiet
debate over the use of the SCP approach versussthef the NEIO approach to analyze market powdr wi
continue. The debate however is not only among dferesaid paradigms but still there is unresolved
inconclusiveness among the structural theorisess8KP and efficient market theorists.
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Introduction

The literature review begins with an outline on tlefinition and historical evolvement of the fiedflindustrial
organization up to its current state. In particutareview on the shift in the field’'s emphasis rotmme from the
endeavor to address measures across industriesd®wmare individual industry related studies. Teeond part
of the review highlights key ideas on the focugha industrial organization. The detail model af 8tructure-
conduct-performance paradigm is also reviewed énsthibsequent section. This is followed by a reviéwhe
alternative structural and non-structural modelmd@istry structure evaluation.

Industrial Organization- Defining the concept

Industrial Organization (I0) is known by severalm@s in the literature such as ‘Economics of Indestr
‘Industry and Trade’, ‘Industrial Organization arRblicy’, ‘Commerce’ and ‘Business Economics’ etc.
However, several authors (Stiglé©68, Carbal, 2000) have used ‘Industrial Orgdiinaas an appropriate title
of the subject. Despite the diversity of namingrénseems a consensus on the definition and sddfe ®n
much broader sense, authors consider |0 to haveecoron three areas: the firm, markets and indisstior
instance, the most illustrious definition of 10 I8tigler contains all three elements. He definedugtdal
organization asthe application of microeconomic theory to the B of firms, markets and industries’
(Stigler,1968, p. 1).

Another definition with similar contextual meaning from (Cabral, 2000) ‘Industrial organization is
concerned with the workings of markets and indastrand in particular the way firms compete witbheather’
(Cabral, , p.9). This definition provided more pinence to 10’s focus on the competition among fiimshe
industry. A rather more specific definition of I® also forwarded by Church and Ware (2000). Théynee 10
as ‘the study of the operation and performancengerfectly competitive markets and the behaviofirafs in
these markets’ (Church and Ware, 2000, p.7). THimitlen interestingly defined the type of markétet 1O
study basically provides greater attention i.e. émfgct competitive market. The existence of impetrf
competition or the degree of existence of all ttagesl factors is a reflection of the differencesnarket power
of firms in the industry. In such regard, ChuraidaNare (2000) provided an alternative and veryci§ipe
definition to 10, i.e. ‘it is the study of the citémn, exercise, maintenance, and effects of mgs&eter’ (Church
and Ware, 2000, p.31).

The other dimension of 10 definition is relatededplaining the root of the field. Barthwal (2010yaes
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that ‘10 as a field developed from microeconomicel &s concerned with economic aspects of firms and
industries seeking to analyze their behavior arevdnormative implications’ (Barthwal, 2010, p. 15He
explained that there are differences between thasetheories. Microeconomics is formal and dedugtiv
whereas, Industrial economics is less formal andenioductive. Furthermore, microeconomics is a ipass
approach with the aim of profit maximization of angpany, without concerning operational aspectshef t
company. Industrial economics’ emphasis is on therational aspect and tries to explain the worlamgl
changes in the existing system. His argument a&tosgpport from other authors like Ramsey (2001p wh
suggested that the focus of IO theory is on theketa company operates in, rather than the comjisely .
Ramsey (2001) supports the market focus of 10 bedfigcted in the structure-conduct-performance ehod
which claims that there is a causal link between gtructure of a market in which a company operdtes
organization’s conduct and in turn the organizasigrerformance in terms of profitability. Thus, thmelustrial
organization theory focuses on the whole industg market conditions of a company.

Shepherd (1972) further explained the differencen@msoeconomics typically focuses on the extrensesa
of monopoly and perfect competition while indudtaaganization focuses primarily on the case ofiatioly.
That is to mean, a competition between few firmsamindustry whose number is more than one unlike i
monopoly, but not as many as in competitive markets

Some authors also provided a strategy or condwttskd definition of 10. For instance, Salinger (@00
explained 10 as the field that tries to understdn@adbehavior of companies and what that behavienséor the
well-being of consumers. This appears to be the areere the overlap between strategy management and
economics was apparent. For instance Porter (1883)used the SCP model to design its industry aisaly
model. He claimed that the central analytical aspétO can be used to identify strategic choicédsciv firms
have in their respective industry. More specifigalD has offered strategic management a systemaditel for
assessing competition with in an industry (Port881). Church and Ware (2005) support the closecéson
of the two fields of the study. The focus of thevriadustrial organization on the behavior /condafcfirms in
imperfectly competitive industries involves deteming the firms’ strategies to win a competitive adtage in
the market. Therefore, 10 that has a bearing onstrg and firm level study appears as a theoryusfiness
strategy.

History of Industrial Organization

Literature shows that it is difficult to identifipé exact beginnings of 10 because of limited histdrecords on
the field (Hamphrey, 1940). There appear, howes@me evidences according to which monopolistictres
and other elements of the industrial economics viereperation as far back as 2100 BC (Trucker, 2010
However, written records revealed that the foumaatif economic theory was the book of Adam Smith 776
named "Wealth of Nations’ In his economic theory, Smith (1776) discussedptinciples of division of labor
and analysis of pricing which were described by s@uthors like (Barthwal, 2010)) to represent thwecept of
10.

Corley (1990) in his articleéEmergence of the Theory of Industrial Organizatid890-1990’ classified
the history of 10 into eras and referred to Marsislpioneer to present ideas about 10. The erasporate:
Alfred Marshall Era, Cournot Legacy (1890-1933)akwf Controversy (1933-1951), The Emergence of
Industrial Organization Studies (1950s) and develents after 1960 onwards. Corley associated Matstihle
theory of IO due to his focus on competition anéhbea pioneer to integrate the concept of entregareimto
analysis of firm value'Marshal’s basic ideas on the firm centered arowmmpetition which he saw in terms of
an activity or a process rather than in modern staral terms’(Corley, 1990, p.88).

Following Marshal (1889), Cournot formulated anmemmic model used to describe an industry strudture
which companies compete on the amount of outpuy thél produce (Hal, 2006). He began with the
monopolistic case and progressively extended thmabeu of producers in the market until he reaches th
opposite pole of unlimited competition. At this ppkach firm contributed too small a proportioriha whole to
affect the going industry price. Cournot discusdedpoly, suggesting that self-interest would indthe two
rivals concerned to reach a determinate and mytaaiantageous solution. However, he failed toyamathe
commonest market form in advanced economies, naoiglgpoly (Corley, 1990). This makes it the mottel
diverge from the current attention area of the h@ the facts in the real world which is the impetfmarket and
mainly of the oligopoly.

The developments up to 1933 were the gradual edaliz of the existence of an entirely new academic
subject, the theory of the firm. Coase (1937) sgthis transaction cost theory of the firm whichoise of the
first attempts to define the firm theoretically iialation to the market. His work is followed by anmber
of economic theories that explain and predict tlure of the firm and including its existence, beba
structure, and relationship to the market (Dem@BD7). Therefore, the period has diverted attentibearlier
economists' work on corporate topics to clarifyexdp of value theory. Corley (1990) named thisqakds an
interlude before the pace of constructive work tereged in the 1950s’
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The Modern Theory of Industrial Organization

By the end of the 1930s, the field of 10 starteddme together and take shape (Schmalensee ,2BaRlJy this
was due to the influence of Edward Mason at Haryitason 1939, 1957) and partly due to the industidda
collection and analyses practice. Schmalensee j2ftiders that in the modern era, IO economigt pdayed
an important role in industry studies in supporbofad assertions regarding market conduct andmeaice.
The modern era can also be further classified thtee groups based on the dominating school ofghiou
(Kovacic and Shapiro, 2000).

Harvard School
After the 1930s, scholars from the Harvard schagan to focus on the structure of both firms ardustry
(Schmalensee, 2012). A notable influence fromshbf®ol was from Mason (1939) who pointed out thatdize
of a firm has an impact on its competitive poligethe market. Mason (1939, p.73) explained that:
“The relative size of a selling unit, to recaptte is one element-doubtless a very important artbé
structure of a firm’s market. As such it exertsiaftuence on the policies and practices of the fiBut
firms of given size, relative to the extent ofrthearkets, will follow very different price and phaction
policies in different market situations.”
Another significant influence is from the schoolkhaeen from Bain (1951) who has assembled a saafiple
census industries and linked them to profitabiita. He has found that industries in his sampth feur-firm
concentration ratios above 70 percent had disgiféth accounting profit rates than did the otH@&ain,1951)

Bain (1956) has improved such concept further is book, ‘Industrial Organization’. He laid out
the Structure - Conduct - Performance (SCP) wtsalised as an analytical framework to make relationsng
market structure, conduct and performance. Baibg)l®stablished that the market structure of amstrg
determines its conduct and thereby impacting firexf@@mances. The SCP paradigm, with some further
economics based supplements, became the basisiétr ofithe modern version dfferger Guidelines{White,
2006).

As implications of all this, Harvard School, recags market power as being a factor to be conttaied
establishes a relation between the concentratiimaad its harmful effects on social welfare (Vegl®71). The
1960s and early 1970s saw further elaborationshef $CP paradigm and more extensive testing of the
profitability-concentation relationship with the inclusion of entry conditions (Mann, 1966; Weiss, 1971),
advertising (Comanor and Wilson, 1967, 1974), famerade (Esposito F. and Esposito L.,1971), thectiral
conditions on the buyers' side of the market (Latgm, 1975), risk (Bothwell and Keeler, 1975), dhd
presence of a critical concentration ratio (Whit®876). The concept of efficiency has also startegrow from
this school. Harbison (1956) drew on the conceprifepreneur and suggested that so called iresffigi could
be due to entrepreneurs behaving rationally in yings other goals than profit maximization such esia
advancement. Furthermore, he remarked that effigieould also be reduced by inadequate knowledge an
inappropriate organizational structure which colddd to loss of effective control over subordinatElese
important ideas were further developed later (Ledbein, 1966). He stated that the amount to be gained by
increasing allocative efficiency is trivial whilbg amount to be gained by increasing X-efficiesciyaquently
significant’ (Leibenstein, 1966, P. 45)

Chicago School

The Chicago School counter upheaval focused on 8@Rh argued that high concentration might be iras
high profit rates, because of economies of scatdd€ghmid, 1974). A further attack to the profitacentration
relationship also aroused on the use and relighofitthe accounting data that were used to meaharg@rofit
rates (Anthony, 1986; Salmon, 1985). In additidieré were critics on whether relative profit ratesse even
the appropriate indicators of market power (Fisired McGowan, 1983). Profit-based tests of the S&Bdigm
quickly tailed off, but were soon replaced by p#ised studies drawn from individual industries d4e1989;
Bresnahan and Schmalensee,1987). Results, howteweled to show a similar positive relationship st
prices and market concentration. There was a gememsensus among this school’s scholars that the
relationship between market structure and perfoomas a reflection of the efficiency of big firmshigh
allowed them to be prominent from the market (Sock| 1985). In other front, Demsetz (1974) argthed the
pragmatic relationship between profitability anchcentration could be due to the large market shafrésms in
highly concentrated industries. Therefore, the easjghof the school seems changed in regard to prce
efficiency theory.

Game Theory

Game theory appears as a separate topic of stralegision making after the publication of thhéory of
Games and Economic Behavidry Von Neumann and Morgenstern (1944). In 1956nJdash demonstrated
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that finite games always have an equilibrium paintvhich all players choose actions which are bmsthem
given their opponents’ choices. Game theory reckspecial attention in 1994 with the awarding & tthobel
Prize in economics to Nash, John Harsanyi, andHaethSelten. In general, the theory has provideghasis
on strategic decision making of the firm applyingthematical models using Nash equilibrium (CorE390).
The theory has supported some of the topics insimidd organization. These include entry deterreticsit

pricing and predation; theory of collusion in maskeith public demand theory of sales and pricesviBagwell
and Wolinsky, 2000).

The New Industrial Organization

According to Tirole (1988), modern research in Echallenged by: lack of convincing theoretical misdo
study imperfect competitive market situations aadkl of quality data that limited empirical work aibo
competition or industry structure. The focus of &mpirical research related to industry structuegnfy relies
on cross industry analyses that established abktween industry concentration scenarios acrosssirids with
market outcomes (Bresnahan and Schmalensee, 18&¥grtheless, the aforesaid challenges later détastage
for a dramatic shift in the 1980s toward a speaiftustry based analysis and firm behavior. Thidgoeas
coined by Bresnahan (1989 is called thew Empirical Industrial Organizatioréra. The basic premise of the
approach was the idea that cross industry variatias often going to be problematic. Therefore, riiegv
research path should follow the institutional dstaf particular industries and about specific hédaof firms.
Bresnahan and Schmalensee (1987, p. 21) namedotfe as ...a shift toward the firm, rather than the industry
as the unit of observation.

Studies frequently focus on a single industry orkeg with careful attention paid to the institurt#d
specifics, measurement of key variables and ecommmridentification issues (Weiss, 1992). The fean
individual industries offers the best opportunityunderstand the competitive mechanisms at workggxhan,
1989). Unlike the empirical literature on SCP, whiwas primarily based on cross-section studies,Nae/
Empirical Industrial Organization (NEIO) focuses enonometric testing of particular aspects of cchdo
single industries with the objective of detectingrket power or changes in the collusive-competiiehavior
of firms (Weiss, 1971). Weiss (1971, p.398) opitteat ‘perhaps the right next step is back to the industingy,
but this time with regression in handrhe approach entails the construction of expbtitictural models that
provide theoretical analysis of how firms in thedustry would behave under different market struegur
(Comanor, 1971).

Even though the NEIO has named as the new 10 Xisérgy literature on market power shows that thsre
no unanimous agreement on which of these two metebduld be used to analyze the market power (Bhuya
2014) .For instance, much of the literature on tpiag countries’ experiences continues to be basethe
SCP paradigm and even in developed countries theauof NEIO studies is far less than the numbe3©P-
based studies that have been carried out thud &, 2007). In addition, the empirical debate leemvthe
Chicago and Harvard schools is still hot and isetéd in research works of both developed and Idpirey
countries (Kapunda and Molosiwa, 2012). Most imgoily, literature has not yet resolved a criticagstion of
what determines industry competitiveness considetbioth firm strategies and market structure and thi
remained the important center area of 10. TherefNieIO appears to be the alternate paradigm foenfegt
market analysis than the one totally revoking thethmdological approach of the SCP, in fact, witistion
between the two paradigms (Bhuyan, 2014). Bhuy®14p has compared these two methods of analyzing
market power and concluded that the debate oveusbeof the SCP versus the use of the NEIO appsoach
analyze market power will continue.

Focus areas of Industrial Organization
Shepherd (1972) more specifically considered treudoof industrial organization to assess the ashimg
phenomenon between the two extreme market conditi@ competition and monopoly. He elaborated the
concept through methodological approaches as well.
“Industrial Organization (10) like most scientififields has a double identity. On the one side it
appears an abstract subject with full set of ariagltconcepts about the market. On the other hamal,
topic is about real markets, teeming with the exint and drama of struggles among real firms. The
field applies the concepts to the reality providimganingful insight through explaining effects and
providing measurement and testing procedures.’e(terd, 1985, p 2).
10 is, therefore, concerned about both marketsfants where the applicability and explanatory powéthe
theory of perfect competition is questionable. Effiere, 10 analyzes empirical data on imperfect cetitipn
through empirical data assessment and explainsahavior and performance of both firms and the siviles to
which they belong (Caves, 2007). This suggests thatcenter of attention of the field relies froimet
perspective of the firm as a separate entity a$ agethe market in which the firm operates on. kipski,
Wilson and Goddard (2013, p. 6), demarcated thesfacea of 10 as:
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“...investigate the size structure of firms (onemany, ‘concentrated’ or not), the cause (abovk al
economies of scale) of this size structure, thectdfof concentration on competition, the effedts o
competition on prices, investment and innovatiod smon.”

Therefore, the main theme in 10 includes structarallysis of the industry (including oligopoly, o@mtration,

barriers to entry, performance, market structucg. €n the other front, it incorporates analysisttom theory of

the firm (including analysis of firm strategy, gng, product differentiation, advertising, auctipnssearch and
development to mention a few (Lipczynski, Wilsord@oddard, 2013).

As the main objective of this thesis lies on the'kat (industry) structure analysis, the subsequeview

will delve into market structure and related aspéddhe industrial organization.

The Structure-Conduct-Perfor mances (SCP) Hypothesis
Mason (1937) and Bain (1956) formulated a frameworkempirical analysis of the effect of marketusture
on industry performance called the Structure-Cotecformance (SCP) model. The central hypothefsithen
framework is that observable structural charadiesf a market determine the behavior of firmshin that
market, and the behavior of firms within a marketedmines measurable market performance (Bain,)1951
short, SCP paradigm assumes that market structmdw determine firm conduct which  would
determine performance (Bain, 1956). This is a ggradhat is foundational to industrial organizat&conomics
(Barney, 2007). Since its conception, it has bemduo analyze markets and industries, not onycionomics,
but also in the fields of business management. ifstance, the mainline of Michael E. Porter's works
competition (Porter's diamond model) are based cemjses derived from this paradigm (Porter, 1981).
Lipczynski, Wilson and Goddard (2013, p.6) statezlimportance of the SCP paradigm in several ways:
« It allows the researcher to reduce all industradiato meaningful categories ;
e It is consistent with the neoclassical theory of firm, which also assumes there is a direct link
between market structure, and firm conduct andopexdince, without overly recognizing this link;
* by defining a workable or acceptable standard dibpmance, it may be possible to accept an imperfec
market structure, if such a structure producesamés that are consistent with the acceptable standa
By implication, market structure can be alteredrder to improve conduct and performance.

Assumptions of the SCP Framework

The SCP framework posits a stable relationshipatide of causality that runs from structure thrdowgnduct

to performance (Church and Ware, 2000). Consequetite original SCP paradigm assumes a one-way
relationship between structure, conduct and perdioia. This is the assumption that market structatermines
market conduct and thereby affecting market peréorce (Roth, 2005).

The SCP paradigm asserts that conditions of sugnpdydemand in an industry determine its strucfline.
competitive conditions that result from this indysstructure influence the behavior of companied anturn
dictate the performance of the industry (Smit anigebrgis, 2004). Therefore, the model assumesizaket
structures identified by many firms providing thense products and services, though relatively eguéim
size, are competitive markets generating greatdbimeance (Carlton and Perloff, 2000). Then, thgrde of
concentration of firms’ output in a market affeti® extent of competition among these firms in itidustry.
This is so because of the assumption that a mgidyhconcentrated market structure is more likelyptoduce
more effective collusion (Sathye, 2005). In otherads, SCP model suggests that market concentritveers
the cost of collusion between firms and ends iroptimal profits for all market participants (Bai951).

The paradigm further assumes that equilibrium statad perfect information are found in practice
(Furguson.G and Furguson.P, 1994). As McWilliamd &mart (1995, p. 309) suggest#ite original SCP-
paradigm is based on the assumptions that demakdown and constant and that competition is a stéthe
underlying assumptions of the SCP approach, fompla, that firms attempt to maximize profits, tliams
have perfect information and that tastes are cafdiad to the conclusion that perfect competitothe ideal
market structure (Roth, 2004). The market structirperfect competition requires five necessaryaggions
that include the following: firms sell a homogeneous product; there are a large number of small firms; firms are
price takers; there are no barriers to entry and exit in the long run and firms and consumers have perfect
information (Beaulier and Mounts, 2008). Obviouslyese characteristics are unrealistic for moststiies
including banking.

The degree of concentration in a market has beesidered as one of major structural characterigtitise
traditional SCP-paradigm which predicts the leiet@mpetition (Meschi, 1997). The SCP assumesrtiaket
concentration and level of competition are inversedlated as industry concentration encouragesisioth
(Edwards et al., 2006). Methodologically, such tiefeship is witnessed when industry concentratiowl a
performance are positively related (Allen et a002). In such situations, firms operating in higbbncentrated
industries will have a higher return than firms kgieg in less concentrated industries regardldstheir
efficiency level. Similarly, such scenario will pimdustry concentration to inversely relate to Wedfare of the
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consumer as well as the number of firms in the $tgu(Shepherd, 1985). In addition, the price @f fihm gets
closer to marginal cost if concentration falls whieads to fall in market power as well (Nguyen &tdwart,
2013).

The other assumption of the SCP is that the firmdcoat is determined by the structure of the ingustr
hence; there will be a main linkages running from structure through conduct to performance (Bain, 1956).
However, later critics have pointed that variousdieack effects are also possible, i.e. from perdmee back to
conduct; from conduct to structure and from performance to structure (Phillips, 1976; Clarke,1985).

Components of the Structur e-Conduct-Perfor mance (SCP) Framewor k

As outlined above, the SCP framework is mainly angosition of three core components: market strectur
conduct and performance. Nevertheless, these etemare later expanded to incorporate public
policy/regulation, demand and supply situations etc

a. Market Structure
Conceptually, a market structure is a classificatigstem for the key traits of a market, including number of
firms, the similarity of the products they selldaihe ease of entry into and exit from the marketa¢ker, 2010).
It mainly comprise the market share of its firmedao a lesser extent, any barriers against newpetitars
(Bain, 1956). Each market structure is somewhetkanmange between monopoly (a high market shateatry
barrier) and pure competition (low share and besyi€Shepherd, 1985). Salvatore (1998) identifiesr f
different types of market organizations i.e. (a)f@pet competition at one extreme, (b) monopolyhat dpposite
extreme, (c) monopolistic competition and (d) ofigty in between. In addition, Shepherd (1985) ideld the
concept of the dominant firm as a firm having 5@%0of the market and no close rival. He furthessitied
oligopoly into two, i.e. tight oligopoly (the lead four firms combined share 60-100% of the mar&at) loose
oligopoly (the leading four firms have 40% or legsghe market). Competitive power is one of theibasiteria
to distinguish various forms of market. Howevergan be maintained that the actual market poweentpon
the competition or monopoly power. The tilt of tipiswer determines the benefits either to the boydp the
seller. The concept of a market structure is, floeee understood as those characteristics of a ehaHat
influence the behavior and results of the firmskirgg in that market (Hay and Morris, 1991).The iatdion
and differences between these behaviors and realitte for the existence of several market struesur
Therefore, competition or market power is statedhasreason for the existence of different typesnafket
structure. Thus, how such variation in market stmecaffects the performance of firms appearedetthie most
important question that needs to be addresseccimragard (Mason, 1937). As explained above the itt@me
of the SCP paradigm appeasr to investigate thditsand existence of such kind of cause-effectiehships.

In the SCP-paradigm, structure describes the ctaarstics and composition of markets and indusiinesn
economy (Furguson,1994). Structure, therefore,rpm@tes those set of variables that are relatis&lple over
time and affect the behavior of sellers and/or bstyBtructure is given a broad meaning coveringrasent of
different characteristics relation both to indivédidirms and relationships between firms (Needha@7,0). This
distinguished approach of definition depends onthdrestructure is viewed internal or external te itdividual
industry (Devine, 1976). On the one hand, structafers to the relative importance of individuadliistries (or
groups of related industries) within the economg tmpatterns of transactions between these indaston the
other, structure is a concept derived from the ivecketheory of the firm which analyses businessabvéir
according to the structure of the market in whicbperates. Therefore, structure refers to thel levseller and
buyer concentration, the height of entry barriemsl ¢he degree of product differentiation within iindual
industry markets (Shepherd,1985).

Literature considers the main elements that infleemarket structure to include such factors asrsell
concentration, product differentiation, barriersetary and barriers to exit, buyer concentratiod Hre growth
rate of market demand (Lipczynski, Wilson and Gadd@013). Other elements of market structure ekist
they are usually unstable and, therefore, ignorgrebecause they can't be measured or becaugeatbehard
to observe (Belleflamme, Martin and Peitz, 2010). These factors; therefore, determine the extent of the market
and the competition level. According to Bain (1968gller and buyer concentrations, firm's size antty
conditions are the basic elements of market stracflhese elements in one way or the other inflaenarket
integration. Seller concentration or buyer conaditn inhibits the free flow of goods and servi@song
markets. This in turn distorts the spirit of a igdfor integrated market.

The higher the concentration is, the closer thekatarould be towards a monopoly structure (Bairg8)9
Mohamed (2013) describes a market as concentratedre are few number of firms in the productiortteere
is an unequal distribution of the market shares Wore the concentration level of the industry, tiigher
would be the degree of monopoly and competitiors I@d/eiss, 1974). Low concentration of an industry
indicates less market power held by the leadingdimhich empower them to consistently charge paloeve
those that would be established by competitive etafilanHoose, 2009). Therefore, the industrial pizgtion
studies claim that market power in the hand ofIsipgoducer or fewer numbers of producers, enaffierato
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set price above the marginal cost.

The degree of product differentiation is anothepantant factor since it can refer to an imperfattio the
substitutability (tobuyers) of the output of competing sellers in an industry (Lipczynski, et al; 2013).
Differentiation is important variable affecting rkat structure since it could strengthen the firmiarket
position and profit. Moreover, product differenitet can act as an entry barrier (Church and Wa@QRThis is
due to fact that in case of strong brand loyaltg, mew entrant might be required to pay the prfasoavincing
consumers to buy his/her product by offering betitems e.g. quality or price or greater advertisi@purch
and Ware, 2000).

Similarly, if the entry condition is restricted gtibiggest firm may control the entire market arid kads to
weak performance by other firms (Bain,1968). Thbagiers have an effect on conduct as well as on fi
performance because entry barriers place influendhe price setting mechanisms of establishedsfitmother
words, the higher the entry barriers, the higherlitmit to set prices (Carlton and Perloff, 2000 the flipside,
ff there are no entry barriers, existing firms e industry cannot maintain prices above marginatscand earn
above normal profits. Any profits associated witimrcompetitive pricing would then invite entry whievould
continue until all profits are competed away (Chuand Ware, 2000). Moreover, entry barriers areired in
order to exercise market power (Tung et al; 2010). Therefore, entry barriers are one of the determining factors
for market concentration.

In sum, market structure is characterized by sévardors that determine the level of competitiarda
market power. In other words, the structural eleimeeem to influence strategically the nature ohpetition
and pricing within the market. Therefore, the fisnconduct should fit the characteristics of the keafWeiss,
1978). This will directly affect the performance faims in the industry. Therefore, studying markétcture
enables to derive the conduct of firms in the itgugOther scholars also shared the same viewinfiance,
George and Singh (1970) and Dahl and Hamxond (1977)

b. Conduct
In the opinion of Bain (1968), market conduct refey the pattern of behavior followed by firms thoating or
adjusting to the markets in which they sell or Huys the way in which buyers and sellers behavi lamongst
themselves and amongst each other (Wang,2010)Adppened because firms choose their own strategic
behavior, investment in research, in developmeahtedising levels, collusions, etc. According to &de (1973),
market conduct comprises several methods practigettaders to attract the customers to the businéss
includes several price competition methods and prige inducements. Purcell (1973) defined marketdcot
to refer to the actions and behavior of firms witkihe given structure. Pricing policies, sellingstgahon-price
competition are all some of the activities of mard@nduct. Therefore, market conduct resemblebdmavioral
pattern of firms in an industry. It comprises ofigas decision making techniques in determininggroutput,
sales promotion policies and other tactics to aghtbeir economic goals (Grigorova et al., 2008j)ug, given
the structure of the market, market conduct detgemifirm performance. Conduct in the SCP paradigm i
assumed to be directly influenced by the marketcsire (Bain, 1956).

As conduct involves the behavior (actions) of thm$ in a market, the behavior of the firm is, #fere,
determined by the structural characteristics ofititistry (Mohamed, 2013). Scherer and Ross (1908yest
that conduct in the SCP paradigm is related tdithes’ product strategies, innovation and adventisilt focuses
on how firms set prices, whether independentlynatallusion with other firms in the market and awhfirms
decide on their advertising and research budgets texwv much expenditure is devoted to these adwviti
(Furguson ,1994). Conduct also takes into consiershe pricing strategies and product strategfebe firms
within an industry, research and development, merdegal strategies, etc. and a product strateugreveach
firm is constantly attempting to develop new braf@sgorova, 2008). These aspects of conduct dheeinced
by the structure of the market since the firm's\éiés are based on the environment it is in toshecessful
(Mohamed, 2013). Lipczynski, Wilson and Goddard1{®0provide some list of elements of business condu
that are influenced by the structure of the matkat include: business objectives, pricing policipsoduct
design, branding, advertising and marketing, reteand development as well as collusion and meigery
also provide further explanation on the elemenisooiduct that include the following:

e The objective that firms pursue often is deriveahfrstructural characteristics of the industry, amtjgular
the firm size distribution.

e The extent of a firm's discretion to determinedtsn price depends to a large extent on the indgstry
structural characteristics.

< Natural or inherent characteristics of the firmesib product are likely to influence the scoperfon-price
competition centered on product design, brandidge#gising and marketing.

« Together with advertising and marketing, investmantesearch and development provides an outlet for
non-price competition between rival firms. The ettand effectiveness of research and development
investment, and the pace of diffusion are crititierminants of the pace of technological progress

* Collusion is another option open to firms wishiogatvoid direct forms of price or non-price competit
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Therefore, collective decisions concerning pricagput levels, advertising or research and devetopm
budgets will be reached. Collusion may be eithalieit (through an arrangement such as a cartel), o
implicit or tacit (through a less formal agreementinderstanding).

e Horizontal mergers (between firms producing the esam similar products) have direct implications for
seller concentration in the industry concerned.tidar mergers (between firms at successive stafjes o
production process) affect the degree of verticdkgration. Conglomerate mergers (between firms
producing different products) affect the degreeligkrsification. Therefore, each type of mergerisiea
provides an example of a conduct variable thathi@edback affect on market or industry structure.

On the other hand, there is a strong view that'simonduct is able to influence the market struetéor
instance, firms’ conduct is able to change markeicture through merger process. Different merdeoszontal,
vertical, or conglomerate, are of different inflaeron the structure of market. This is because engrgetween
firms could increase market power, by increasirgriarket share or the entry barriers in an induy8hepherd
and Wilcox, 1979). Shepherd and Wilcox (1979) arg¢jus when a horizontal merger takes place, market
concentration increases, competition reduces aadrtérging firms increase their market power ovéces:
Concluding from this, one could say that togeth&hwtructure, conduct defines performance. Hefica's
conduct is also capable of changing the markettstre.

c. Performance
In the view of Bain (1968), market performance deaith the economic results that flow from the systin
terms of its pricing efficiency and flexibility tadapt to changing situation etc. It representetummomic results
of the structure and conduct. According to Narved &avitt (1971), performance was the net resulthef
conduct and was measured in terms of net profits, of return on owner's equity, efficiency withialh plant,
equipment and other resources were used and sdMarket performance is related to market structural
conditions and firms’ conduct with regard to prizimnd product policies and profitability (Bain, B)5
productive and allocative efficiency (Neuberger9Zp Growth (Lipcznski et.al; 2013) are regardedhgsortant
performance indicators. In terms of measuremenfopeance is measured by comparing the resultsrofsf
along the industry in relation to price, quantipyoduct quality, resource allocation, productioficefncy, etc.
(Neuberger, 1997). This is usually applying thecaeting measures such as RoA, RoE, NIM etc. whictaé¢t
is subjected to several criticisms. On the othentf market performance resembles price levelfitpmargin,
level of investment, reinvestment of profit etc {Hand Morris, 1991). In other words, through theeleof
prices, the level of profit margin etc., one catedmine the degree of market integration whichdagaring on
both the structure and conduct of firms. Thereftie,economic result of market structure and macketuct
represents market performance. From the above \@ig®rs, it can be maintained that market perforceais
the combined result of market structure and mar@atuct.

d. Regulation
Neubrger(1997) has re-modified Bain’s SCP framewnykncorporating important variable in industryusture
study and public policy. His argument relies on fiet that government policy can operate on alrafistf the
SCP variables: structure, conduct and performamceies. According to the SCP paradigm, if an #tdu
comprises only a few large firms, the abuse of mpgower is likely to lead to the level of outpuiry
restricted and prices being raised above the dquiin level (Lipczynski et.al, 2013). The stiflingf
competition is likely to have damaging implicatiofts consumer welfare (Shafer, 2004). This suggdsis
there is a role for government or regulatory inégtion to promote competition and prevent abusemarket
power (Neubrger,1997). Lipczynski et.al, (2013)grgjed that regulation involvement includes dimetsures
on market or industry structure. They pointed tt@mnpetition might be promoted by preventing a tartal
merger involving two large firms from taking plaoe by requiring the break-up of a large incumbentdpcer
into two or more smaller firms. Moreover, involvembenight be targeted directly at influencing coniincough
restricting a firm with market power from settingpaofit-maximizing monopoly price. In addition, dde range
of government policy measures (fiscal policy, ergpient policy, environmental policy, macroeconomidigy
and so on) may have implications on firms' perfaroga measured using indicators such as profitgbgitowth,
productive or allocative efficiency.

Competing Hypotheses

There have been two ways of classification on fygr@aches and methods to assess the level of citiopet
namely, tests on structural and nonstructural cerstics (Bikker,2004). The structural methodsuf® on

characteristics such as the level of concentratigdhe industry, the number of banks, market shete, (Bain,

1951). Structural theories consist of the SCP fraark and the Efficiency Hypothesis (ESH) (Bikkedaraaf,

2001) and other variants like the quiet life hymsls (Hicks, 1935) and contestable theory of tiva {Baumol,

1988). As revealed in the previous section, aulsafganizing framework to think about competitiand

market power is provided by the structure condwfgsmance paradigm. This part of the literaturasiders
other structural and non-structural competing higpseés.
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Efficient Structure Hypothesis

The Efficient Structure Hypothesis (ESH) underssotteat market concentration emerges from compatitio
where firms with low cost structure increase psobiyy reducing prices and expanding market sharar{&ik,
1985). This remains to be a competing as well &rradtive rationalization for the link between isthy
concentration and performance. As proposed by Den($873) and others (Peltzman, 1977; Gale anddBran
1982) higher performance of firms is the resultbetter efficiency. The hypothesis, therefore, tesuaned
positive relationship between industry concentraperformance is much a result of gains made irketahare
by firms with superior efficiencies. The final rétsihen, will be an increase market concentratidse main
source belongs to better efficiency. Hence, bgitefits are not because of collusive activitieghastraditional
SCP paradigm would suggest (Molyneux and Forbe85)19Therefore, firms with superior management or
production technologies have lower costs of opendtiat apparently translated to higher profits.

The ES hypothesis predicts that under the presstirenarket competition, efficient firms win the
competition and grow, so that they become largbtain greater market share and earn higher prdfgsa
result, the market becomes more concentrated (§att@05). The firms, therefore, have two options to
maximize their profit level: they either maintaihetr price and reduce firm size or by lowering eriand
expanding the firm size (Williams et al., 1994).nSequently, higher profits are generated by langasfas a
result of their superior efficiency. The main cargibn in these regard is the extra profits gendratn be
considered as an ecani return and not as a return on monopoly (Chortareas et al., 2009; Seelanatha ,2010).

Mathematically as well, the ES hypothesis posit the positive correlation between performance and
concentration is spurious and a positive relatign&letween market share (MS) and performance shoeld
interpreted as the consequence of efficiency (®ickrll985). Philips (1976) further explained thatrkes
concentration and higher profitability may be tlesuit of superior capabilities and economic efficies of
firms in highly concentrated markets. A very viwdplanation of the theory of ESH is provided by &ahd
Branch (1982, p.83) who stated that:

...market share, not concentration , is the primamuctural determinant of profitability. Market stea

increases profits through the benefits of scaleneauies .In contrast, concentration affects profits

facilitating oligopolistic coordination. ...scale aoomies are far more powerful than oligopoly power

determining profit levels.... Provisions of our amt#it laws based on presumption that concentratetketa

structures lead to resource misallocation (...)arsgnided and may well be leading to decreased effigi.
The hypothesis has enjoyed significant supporthim lbanking literature (Gilbert, 1984; Berger anchhtn
,1989, 1997; Berger, 1995). Among others, Smirld@85) and Molyneux and Forbes (1995) showed tieet
is a spurious relationship between concentratiahofitability but between profitability and thegxy for the
firm’s efficiency measure (market share). Othedis also diverted attention towards considerimgetffects of
efficiency on structure-performance relationshiptigh explicitly estimating components of efficign®@erger
and Hannan, 1993; Maudos,1998; Mendes and Rel@03; Sathye, 2005; Papadoplous, 2004; Katib, 2504;
and Heffernan, 2009; Chortareas et. al., 2009;aB8a¢ha, 2010 etc.). The test of the ES hypothesisbieen
usually proposed in two different forms, dependmgthe type of efficiency considered. In the X-@#ncy
form, more efficient firms have lower costs, higlpeofits and larger market share, because they aawgperior
ability in minimizing costs to produce any giventputs. In the scale efficiency form, the same refehip
described above is due to the fact that more sffitdent firms produce closer to the minimum aggraost
point (Berger and Hannan, 1993). Despite the coatsies with the SCP hypothesis, the ES hypotlesideen
tested in empirical studies in the context of & tdsthe SCP hypothesis (Weiss ,1974 and Smirld€85).
Therefore, ESH can be considered as an alterniati@egpretation to the SCP paradigm than a standatoodel
to totally disregard the SCP hypothesis. Howeuss, debate among concentration and efficiency thedras
not yet been satisfactorily resolved (Goddard e8i07).

As discussed above, the interpretation and imjiinatof the two approaches seem flipsides of oéhan
The efficient hypothesis claims that industry caorication lowers competition, therefore, competitiand
efficiency remain inversely related. In other waqrdslike the SCP paradigm, this approach has reuetise
causality running from efficiency to competitiom kcontrast, the SCP establishes that a low degfee o
competition from high industry concentration resutt market inefficiency. The view apparently idika that
efficient theory that posits that a market becomese efficient as it becomes more concentratechabdnti-
concentration measures are unnecessary distorntittreieconomy (Goddard, 2001).

Quiet Life Hypothesis

As an extension of the structural theorists, bd@i® &nd efficient hypothesis, Hicks (1935) cameaupstablish
a relationship between industry concentration asekll of efficiency. The basic premise of the quiét

hypothesis lies on that a banking monopoly restribe managers’ initiatives to ensure efficiencgnkk, they
prefer a quiet life situation free from competitiorherefore, firms operating in an increased cotraéon not
only limit competition but also operate under reshlicefficiency level. Therefore, the main focustbé
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hypothesis is on the effect of market power orcedficy. The view appears similar to the SCP butreshwith
the efficiency theory as it presumed that competitis a driver of efficiency. Hicks (1935 p.8) exipled the
quiet life hypothesis as:
“....the subjective costs involved in securing asel@adaptation to the most profitable output may

well outweigh the meager gains offered. It seentsahainlikely that people in monopolistic positfon

will very often be people with sharply rising sudtjee costs; if this is so, they are likely to exptheir

advantage much more by not mothering to get vear tige position of maximum profit, than by

straining themselves to get very close to it, Tést bf all monopoly profit is a quiet life.”
In a concentrated market, firms do not minimizetedmecause of inadequate managerial endeavor, Ghsén
profit maximizing conduct, lavish expenditures tbtain and maintain monopoly power and/or survival o
inefficient managers (Berger and Hannan,1998). Wndenopoly or high market power, firms and their
managers prefer a quiet life which mathematicadlyobserved under a negative correlation betweerkanar
power and managerial efficiency. Berger and Han{i®98, p.454-455) provide several justifications tioe
relationship between higher levels of market poavet lower efficiency levels:

« Firms’ discretion to levy high prices beyond thengetitive levels discourages managers not to mut th
expected effort to control their costs. They prefaquiet life that permits owners to earn priceaet
economic rents rather than the earning from effeatbst control,

« Market power also results in managerial leisuré #flaws them to pursue objectives other than profi
maximization. Such situation enforces mangers toosh expense preference behavior or low risk
taking behavior;

« Lack of competitive environment also creates aksiacresources that will wastefully be invested to
obtain market power. This action obviously reduttes cost efficiency but profits may be higher as a
result of acquired or purchased market power tiaes the economic rent.

« Market power also incubates inefficient managesalows them to persist in the system even without
any intention to pursue goals other than maximifimg value. Thus, ineffective managers whose main
focus will be to protect market power resilientjyepate in the system even they appear inefficient.

In fact, there are some views which contrast trstifjoations of the quiet life hypothesis specifigan the
context of the banking system. In such regard, rBetteand Rajan (1995) proposed a counter arguraethiet
quiet life hypothesis due to the fact that:

e banks with market power are associated with lowstscof borrowing and transaction monitoring. This
advantage improves the efficiency of large banks leads to a positive relationship between market
power and cost efficiency.

« market power also allows banks to enjoy greateffitsravhich may create incentives to behave
prudently. This behavior leads to the selectiotes$ risky activities with lower monitoring costs.

« banks with market power are under less pressuréndrease the quality of banking services,
consequently, decreasing the operating costs.

The above argument contrasts the justificatiorBesfier and Hannan (1998) who found that quietdifects in
banking remained several times more substantial tha social losses from the mispricing of prodwsising
from market power. However, both explanations agsudhat the traditional SCP paradigm holds, at least
partially.It should, however, need to be noted thatQuiet Life Hypothesis is not a necessary phitie market
power paradigm, but is often included in it (Shephd979).

Contestable Market Theory
The theory of contestable markets which was finstoduced by Baumol, Panzar and Willig (1982) imitth
book, ‘Contestable Markets and the Theory of Industry chiine’ stated that the threat of entry can persuade
firms in an industry to moderate their pricing baba Such scenario is observed irrespective ofntnber of
firms in the industry. Free entry and exit (frondustry without cost) are the cornerstone of thetestable
market theory. Therefore, as long as the markéess to enter and exit without cost, it can effeely hinder
market monopolist to limit its greed and abanddrilatly high profits to enjoy. This is explained Baumol
(1982, p. 3-4) as:
“A contestable market is one into which entry Issalutely free, and exit is absolutely costless. the
entrant suffers no disadvantage in terms of prodactechnique or perceived quality relative to the
incumbent, and that potential entrants find it agmiate to evaluate the profitability of entry iarins of the
incumbent firms’ pre-entry prices. . . . The crud@ature of a contestable market is its vulneri&piio hit-
and-run entry.”
In this sense, contestability theory offers anratiéve theory of natural monopoly and the way ihich
consumers’ interests are best served by the firauil, 1982). Unlike the conventional thinking, tiheory
doesn’t recommend for a regulation of the naturahapoly.
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“The contestability theory breaks the traditiondlought in arguing against presumptive
regulation of the monopolist. If the market weratestable, the pricing behavior of the incumbent
firm would be disciplined by the threat of entry aimpetitors. In other words, the threat will
induce something approaching competitive pricingtba part of the incumbent monopolist.”
(Bratland, 2004, p.4)
A perfectly contestable market exists only in thesgnce of potential competitors who constantlk $eenter
(exit) the market to take advantage of availablefipopportunities (avoid economic loss), suggestthat
potential competition is a crucial feature of petfeontestability (Martin, 2000). Perfect contbgdity further
assumes competitive behavior among incumbents #igess not just with respect to potential entrants.
Therefore, contestability theory represents a miistimove away from the SCP approach to industrial
organization theory. Amavilah (2012) maintains tinaé contestability exists if:
e The profit for all firms in the industry remainsrae Therefore, a profit level exceeding zero (or a
positive profit) motivates competition;
« Inefficiency of any kind is not allowable. The st eliminates inefficiency as it associates with a
positive short-run profit;
< Price for the outputs should always be set equidte the marginal cost of production and predatory
pricing is not allowable. A price above marginastattracts new entrants.
If these conditions are met, market structuretsali will not be a worry as argued by the SCP tist® In other
words, high concentration will not have pressureperformance and remains a negligible case forlaéony
intervention (Spulber, 1989,). Regulatory invoharhis needed to ensure the above mentioned comnstiti
efficiency, price and others (Amavilah,2012).

Panzar and Rosse M odel

The most commonly used non-structural model in isgidespecially in banking) is the Panzar and Rosse
approach (Rosse and Panzar, 1977; Panzar and Rosse, 1987). The models recognize that firms behave differently
depending on the market structures in which thesrate (Baumol, 1982). It also does not ignore éhationship
between market contestability and revenue behatitie firm level which the structural methods Berera et
al.,2006).

The model is introduced as a test for imperfectkelastructures applying a comparative statics from
revenue function and factor price elasticity (Panaad Rosse 1987). The result determines the deafree
competition or measures the market power as wetlaagpetition conditions in a sector. Panzar andsBes
approach is based on the idea that firms empldgréifit strategies based upon the price, in respionsieanges
in input costs of the market structure in whichytbperate (Leon, 2014).

In order to measure competitiveness of an induftanzar and Rosse (1987) had developed H-statistic
whose value extends betweem +0 +1. The competitiveness H measure is formulaedhe sum of the
elasticities of the reduced form firm revenue emumst with respect to the firm’'s input prices. A feet
competitive market will have an h-statistic of 1 as increase in production factor prices propogign
augments the revenue of the firm ensuring a long tequilibrium level of performances. In contrafst; a
monopoly the H-statistic is inferior or equal ta@as the revenue of a monopoly negatively indiacelsange in
market entry costs that proportionally increases tharginal costs and reduces production and revenue
equilibrium. Therefore, when the costs of a compapgrating in a monopolistic or collusive marketraase,
this entity raises its prices, taking into accocmditions proper to its situation as a monopaty @s revenues
diminish(Rosse and Panzar, 1977; Panzar and Rosse, 1987; Vesala, 1995).

The PR model can be explained by its simplicity ahd fact that it does not pose stringent data
requirements. The test can be derived by runnirlg one equation requiring a few numbers of variatded
banks. As a result, the PR model can be obtainem fa relatively small number of observations, whish
crucial for studies on less mature banking indu@tgon, 2014). Furthermore, Shaffer (2004) poinisthat the
PR model is robust to the extent of the marketaspecific market definition appears in the reveageation.
Only the data from firms included in the sample exquired to estimate revenue equation. This isugeh
advantage in cross-country studies (Claessens agkein, 2004).

The major pitfall concerns the econometric ideadfion and the interpretation of the H-statisticargit

and Davis (2000) show that the H-statistic can dégative in a competitive market and positive fan@nopoly.
A negative H-statistic can occur even in highly patitive conditions in the short-run with a fixedmber of
firms (Shaffer, 1983) or in the case of constamrage cost (Bikker et al., 2012). Shaffer and $ijie(2013)
point out that the H-statistic can be positive ighty noncompetitive settings. Furthermore, formfe facing
constant elasticity of demand, theoretical studigort the H-statistic as alternatively increasstwffer (1983)
or decreasing Panzar and Rosse (1987) functioradftehpower.
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Summary

10 is concerned with the structure of industrieth@ economy and the behavior of firms and indigldun these
industries. This theory has not only grown withis field, but also in others, such as business gemant
especially in the areas of strategic managemehe SCP paradigm appears to be the most pertinéenioag
time used approach to assess industry structudéestut basically attempts to look at the marketdcture of
industries and determine their conduct and perfaoes. Various theories that challenged the SCPals®
witnessed including the efficient hypothesis, cetable market theory and quiet life hypothesis Eteen in
recent period, a reverse approach to look at thuetste and performance of a given industry by plisg the
conduct of firms has emerged. In other words, the wave of research like NEIO set out to understidued
institutional details of particular industries amge this knowledge to test specific hypotheses tatqecific firm
behavior. Nevertheless, NEIO appears to be thenalie paradigm for imperfect market analysis thandne
totally revoking the methodological approach of 8@P, in fact with friction between the two paradgy Some
authors like Bhuyan (2014) has compared these tethaads of analyzing market power and concludedttiet
debate over the use of the SCP approach versussthef the NEIO approach to analyze market powdr wi
continue. The debate however is not only among dfeesaid paradigms but still there is unresolved
inconclusiveness among the structural theorisessS3KP and efficient market theorists.

References

Adam ,S. (1776). An Inquiry into the Nature and €=aiof the Wealth of Nations, London.

Allen, A. and Shaik, S.(2005).Performance of theiégtural Commodity Trucking Sector in the UnitSthtes.
Paper presented at the Southwestern Economics idsacAnnual Meeting, March 23-26, New Orleans,
LA.

Amavilah, V. H. (2012). Baumol, Panzar, and Wilig"heory of Contestable Markets and Industry StmectA
Summary of Reactions

Bain, J. (1951).The Relation of profit Rate to Ietty Concentration, American Manufacturing, 193@19
Quarterly Journal of Economics, vol.65 (3), pp.323t.

Bain, J. (1956). Barriers to New Competition,Hadvliniversity Press, Cambridge, MA

Bain, J. (1968). Industrial Organization 2nd edifidohn Wiley and Sons Inc., New York.

Bandt, O. and Davis, E. (2000). Competition, Catatieiity and Market Structure in European Bankirecters
on the Eve of EMU, Journal of Banking and Finar&zepp. 1045-66.

Barney, J.B. (2007). Gaining and Sustaining ContigetAdvantage. Oxford: Oxford University Press.

Barthwal, R. (2010). Industrial Economics, An imugtory textbook. 3rd edition. New Dehli, New Age
International Publishers.

Baumol, W., Panzar, T.and Willig, R.(1988). Corabdt Markets and the Theory of Industrial Structure
Harcourt Brace Jovanovich, New York, Revised versio

Beaulier, S.A./ Mounts, W.M.S. (2008). Asymmetniddrmation about Perfect Competition: The Treatrant
Perfect Information in Introductory Economics Teotks. Doi:
http://www.scottbeaulier.com/Information_Version ddc

Belleflamme, P., and Peitz, M. (2010). Industriagjanization, markets and strategies. Cambridge disity
Press.

Berger, A. (1995). The profit—structure relatioqsim banking, Tests of market- power and efficistticture
hypotheses. Journal of Money, Credit and Bankii§2y, 404—431.

Berger, A., and Hannan, T. (1989). The Price-Cotra¢éion Relationship In Banking, Review of Econosand
Statistics, 71 ,pp.291-299.

Berger, A., and Hannan, T. (1993). Using Efficieddgasures to Distinguish among Alternative Explame of
the Structure- performance Relationship in Bankirefjeral Reserve Board Working Paper.

Bikker, J. (2004). Competition and Efficiency itJaified European Banking Market. Edward Elgar.

Bikker, J. and Haaf, K. (2001). Competition, Cortcation and their relationship: An empirical anadysf the
banking Industry ,De Nederlandshe Bank (DNB).

Bratland, J. (2004). Contestable Market Theory &egulatory Framework: An Austrian Postmorten, Qaréyt
Journal of Austrian Economics, 7(3), 3-28.

Bresnahan, T. (1989). Empirical Studies of Indestrvith Market Power, Handbook of Industrial Orgation,
vol. Il. Elsevier, Amsterdam.

Bresnahan, T.and Schmalensee, R. (1987). The keaipRenaissance in Industrial Economics, OxfordsiB
Blackwell. Reprint of a special issue of the Jounidndustrial Economics, 35(4), pp.1-19.

Cabral, L. (2000). Introduction to Industrial Orgaation. MIT Press, Cambridge, MA

Carlton,D and Perloff,J (2000), Modern Industriab@nization, 3rd Edition, Addison-Wesley. Book wedige:
http://occawlonline.pearsoned.com/bookbind/pubbtuaitton_awl/

87



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) E-I—i,l
\Vol.9, No.1, 2018 IIS E

Chortareas, G. Garza-Garcia, J.and Girardone,@09]2 Banking Sector Performance in Latin Ameridarket
Power versus Efficiency, Centre for Global Finaiwerking Paper Series No. 01/09.

Church, J., and Ware, R. (2000). Industrial orgatinin: a strategic approach. McGraw-Hill.

Coase, Ronald H. (1937), “The Nature of the FirBgbnomica 4 (November),pp. 386-405.

Comanor, W. (1971). Comments (on Weiss ,1971). ID.Mintriligator (Ed.), Frontiers of Quantitative
Economics (pp. 403-408).

Comanor, W.and Wilson, T. (1967). Advertising Mar&ructure and Performance. Review of Economiak an
Statistics, 49(4), pp.423-40.

Corley, T.(1990). Emergence of the theory of indabktorganization, 1890-1990, Business and Economic
History, 19, pp.83-92.

Dahl, D. and Hammond, J. (1977)Market and Pricelysist The Agricultural Industries. New York: McGva
Hill.

Demsetz, H. (1973). Industry Structure, Market Rivaand Public Policy, Journal of Law and Economics
Vol.16, No.1, pp.1-9.

Demsetz, H. (1974). Two Systems of Belief about baoly, in H. Goldschmid (ed.), Industrial Concetita:
The New Learning, Boston: Little, Brown.

Edwards, S., Allen, A. and Shaik, S. (2006). Ma&&ticture Conduct Performance (SCP) HypothesissRed
using Stochastic Frontier Efficiency Analysis. lel&ted Paper submission at the AAEA Annual Mesting
Long Beach, CA.

Esposito, L. and Esposito, F.(1971). Foreign Coitipet and Domestic Industry Profitability, Reviewf o
Economics and Statistics, 53 ,pp. 343-53.

Ferguson, P., and Ferguson, G.(1994). Industriabn&mics: Issues and Perspectives. 2nd edition. The
Macmillan Press LTD.

Fu, X. and S. Heffernan (2009), “The effects obraf on China’s bank structure and performance”dauwf
Banking and Finance, 33(1), 39-52.

Gale, B., and Branch, B. (1982). Concentration ¥englarket Share: Which Determines Performance ahg W
Does it Matter?, The Antitrust Bulletin, 27 (Sprjn§3-103.

George, M. and Singh, A (1970). Structure, conduntt performance of wholesale vegetable competifroep
Market in Punjab. Agric. Marketing, 13: 1-9

Gilbert, R. (1984). Bank Market Structure and Cotitipe - A Survey,Journal of Money, Credit and Bar
16,pp. 617-45.

Goddard, J., Molyneux, P., Wilson, J. and Tavakdli, (2007). European banking: an overview. Joufal
Banking and Finance, 31 (7), pp.1911-35.

Goldschmid, H., Mann ,H. and Weston, J.(1974). &tdal Concentration: The New Learning, New York:
Columbia University Press.

Hamphrey,M.(1940). The Economics of Ancient Gred&t¢acmillan, New York.

Hicks, J.(1935).The Theory of Monopoly. Econometyig, 1-20

Kapunda, S.; Molosiwa, T. (2012). Economic performance of conmera banks in Botswana : a structure-
conduct-performance approach, International jouafildconomics & business studies \ol. 2.2012,d, p
3-12.

Katib, M.(2004). Market Structure and Performancdhe Malaysian Banking Industry: A Robust Estimatfi
Available via the Internet: http://papers.ssrn.

L"eon (2014). Measuring competition in banking c#tical review of methods: Etudes et Documentsl@p
CERDI.

Leibenstein, H. (1966). Allocative efficiency vessK-efficiency, American Economic Review Vol. 56.[892-
415.

Lipczynski, J., Wilson, J., and Goddard, J. (2018 ustrial Organization, Competition, Strategyli®o FT
Prentice Hall, London, second edition.

Lustgarten, S.(1975).The Impact of Buyer Conceiatnabn Manufacturing Industries, Review of Econosnic
and Statistics 57 ,pp. 125-132.

Martin, S. (2000). The Theory of Contestable Mask&epartment of Economics, Purdue University.

Mason, E. (1939). Price and Production Policiekarfje-Scale Enterprise. American Economic Revied{12
pp.61-74.

Maudos, J. (1998). Market Structure and PerformaimceSpanish Banking Using a Direct Measure of
Efficiency”, Applied Financial Economics, 8, 2, pp1-201.

McWilliams, A./ Smart, D.L. (1995). The ResourcesBd View Of the Firm. Journal of management inquiry
4(4), 309-316.

Mendes, V. and Rebelo,J. (2003). Structure andoRa#nce in the Portuguese Banking Industry in theefies,
Portuguese Economic Journal, 2, pp.53-68.

88



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) E-I—i,l
\Vol.9, No.1, 2018 IIS E

Meschi, M. (1997). Analytical Perspectives on Mesgand Acquisitions: A Survey. CIBS Research Papers
International Business, 5(97). Doi: http://www.skmiuk/cibs/acrobats/5mesch97.pdf

Mohamed, Z., Shamsudin, M. , Latif, A., and Mu’a2u,(2013). Measuring competition along the supgigin
of the Malaysian poultry industry. International i@erence on Social Science Research, 4-5 June 2013,
Penang, Malaysia.

Molyneux, P. and Forbes, W. (1995). Market Struetand Performance in European Banking, Applied
Economics, 27, pp.155 — 59.

Moore,R.(1973). Concentration, Technology, and Mafkower in Banking, Is Distance Dead? Federal iRese
Bank of Dallas Financial Industry Studies, Decenitf#38, pp. 1-10.

Narver, J. and Savitt, R. (1971), The Marketing fifmay: An Analytical Approach. New York: Holt, Rinaft
and Winston.

Neuberger, D. (1997). Structure, Conduct and Pexdoce in Banking Markets. Thuenen-Series of Applied
Economic Theory 12. University of Rostock, Insttaif Economics, Germany

Panzar, J. and Rosse,J. (1987). Testing for “Molydgequilibrium, the Journal of Industrial Econorsic35
443-456.

Papadopoulos, S. (2004).Market structure, perfoomaand efficiency in European banking, Internationa
Journal of Commerce and Management, 14, 1, p9279-

Peltzman, S. (1977). The Gains and Losses fromskndl Concentration, Journal of Law and Econonilfs
(October),pp.229-63.

Phillips , A.(1976) A Critique of Empirical Studied Relations between Market Structure and Prafitgld he
Journal of Industrial Economics.24 (4). p. 241-249.

Porter, M. (1981). The contributions of industriatganization to strategic management. Academy of
management review, 6(4), pp.609-620.

Purcell,D. (1973).An Approach to Research on Vaftlotegration: The Beef System in Oklahoma, Areamic
Journal of Agriculture Vol. 55, No. 1.

Ramsey, J. (2001). The Resource Based Perspe®mmets, and Purchasing's Contribution to Sustainable
Competitive Advantage. Journal of Supply Chain Mgraent.37(3), pp.38-47.

Roth, A. (2004). The Ecology of a Dual Televisiorafdet: Competition and Diversity in the Netherlands
Presented at the 6th World Media Economics ContereMontreal, Canada.

Salmon, M. and Miller, M.(1985). Dynamic games ahe time inconsistency of optimal policy in open
economies. Economic Journal 95 (Supplement), 124-13

Salvatore , D. (1998). International EconomicsxttSEdition Prentice Hall.

Sathye, M. (2005). Market Structure and Performaimcéustralian Banking, Review of Accounting and
Finance, Vol. 4, N°2, pp.107-122.

Seelanatha, L. (2010). Market Structure, Efficiemey] Performance of Banking Industry in Sri Lankmks
and Bank Systems,\ol. 5, No.1.

Shafer, S. (2004). Patterns of competition in bagkJournal of Economics and Business, Vol. 56;283.

Shepherd, W. (1972). The Elements of Market Strnectleview of Economics and Statistics, Vol.54,3#37..

Shepherd, W. , and Wilcox, C. (1979). Public pekcioward business. 6th edition. Richard D. Inkig,

Shepherd, W.(1979). The Economics of IndustrialaDigation, Prentice-Hall, England Cliffs, 197914

Smirlock, M. (1985). Evidence on the (Non) Relasbip Between Concentration and Profitability in Biag,
Journal of Money, Credit and Banking, Vol. 17, Npp,69-83.

Smit, H., and Trigeorgis, L. (2004). Strategic éatment: Real options and games. Princeton, Ndc&dn
University press.

Spulber, D. 1989. Regulation and Markets. Cambritij@ Press.

Stigler ,J. (1968). The organization of industrypritwood: Irwin.

Tirole, J. (1988). The Theory of Industrial Orgaxtian. The MIT Press.

Tucker, B.( 2010). Survey of Economics, 7th editi@engage South-Western.

Tung,G.and Lin, C., and Wang, C. (2010). The maskeicture, conduct and performance paradigm rgleap
to the international tourist hotel industry. Africdournal of Business Management, 4(6), pp.1116-111

Van Hoose D. (2009), The Industrial Organization Bdnking, Bank Behavior, Market Structure, and
Regulation, Springer -Verlag, Berlin Heidelberg.

Vesala, J. (1995). Testing for competition in bagki Behavioral evidence from Finland. Bank of Fmla
Studies, E:1, Helsinki.

Weiss, L. (1971). Quantitative Studies of Industi@rganization. In M.D. Intriligator (Ed.), Fronte of
Quantitative Economics (pp.362-403). Amsterdam:thi¢tolland

Williams, D. M., Molyneux, P., Thornton, J., 199larket structure and performance in Spanish banking
Journal of Banking and Finance 18, 433-443

89



