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1. INTRODUCTION 

It is considered to be known that in free economies, where the law of sup­
ply and demand for products is functioning the side of demand is controlled by 
the consumers and the side of supply is controlled by the producers. 

The amount of information degree that exists, concerning the market con­
ditions, the price formation, the quality and variety of products, is different pre­
vailing the consumer' s over the producer' s. We would suppose that consumers 
can adjust to new wants and market conditions with great difficulty, in a short time. 

All this is more apparent in the meat market either because the consumers' 
peculiarities and habits vary, or the policy applied by the government often changes 
enlarging the difference concerning the degree of consumers' and producers in­
formation or because the inelasticity of supply and demand for these products 
is very great. 

A basic characteristic of the existing condition in the meat market in Greece 
is that, the supply is not big enough to satisfy the continually increasing de­
mand (the result of which is that although the number of slaughtered animals 
in thousands of heads, keeps increasing every year, resulting to a shortage of 
animal capital, the total final demand is satistfied to a great extent by the impor­
ted quantity of fresh and frosen meat). A direct result from all the above men-
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tioned is that most of the researchers deal with demand than supply, where in the 
latter the statistical data available is not complete and even gathering information 
by sample survey is very difficult. 

Considering the above facts about Greek market, the present research, might 
be the only one, as far as we know, which tries to deal with analysis and expla­
nation of red meat supply functions in Greece, using trustworthy data exclusi­
vely published by N.S.S.G. (National Statistical Service of Greece). 

2. THE MODEL 

We assume that at any point in time, a quantity of livestock becomes avai­
lable for two uses : 

i) for slaughter, in order to meet current domestic demand and 

ii) for replenishing or increasing inventories of livestock in order to meet 
future demand for meat. 

In a period of time shorter that the production period for the particular 
type of livestock, the aggregate available quantity considered, cannot obviou­
sly vary in response to current price and feed cost. This quantity of livestock 
available during a period t, Kt, can be written approximately as a linear function 
of inventories at the beginning of the period (Z l51 -1) : 





















The numbers into the parentheses are the corresponding t-statistics of the 
estimates. 

From the above results, we see that the absolute levels of the estimated co­
efficients show unimportant changes when using the method of 2SLS in compa­
rison with the method of OLS. 

It is obvius that the signs of the estimated coefficients agree with the «a priori 
conditions» that we put at the specification of the model. Where a variable is missing 
an equation, it means that the results were not significant. So we can say that, 
according to the final results for example the planned livestock of lamps-sheep and 
goats is not influenced considerably by received farmer's prices for meat. 

The forecast ability of the estimated equations is very satisfactory and in 
most of the cases the «points of the curve» of the theoritical data concide with the 
real data. 

5. THE MODEL DYNAMIC SIMULATION 

In tables 5.1 and 5.2 we present the dynamic simulation indices of the esti­
mated model with the methods of OLS and 2SLS respectively, which show the fore­
casting ability of the model. 
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It is known that generally for a lever of U the lower the levels of UM and 
US in relation with the lever of UC, the better the simulation of the system is. 
-{ TEIL (1966), [7], ASH and SMYTH (1973), [1], SMITH (1976), [4] ) j. 

Comparing the results of tables (5.1) and (5.2) we conclude that our simu­
lated model hehaves better using the estimates of the 2 SLS method. 

In order to see how well our model reproduces reality, we present graphically 
the actual and the simulated data of some endogenous variables of the model. 

(Diagr. 5.1, 5.2 and 5.3). 

Note that continuous - line means actual data and the dotted - line means si­
mulated data. Table 5.3 

6. CONCLUSIONS 

It has long been* recognized that short-run livestock supply is related to pri­
ces and feed cost in previous periods, rather that to current prices and costs. 

The explanation is, that a relatively long production period elapses before li­
vestock can be brought to the market. 

A rise in price, for example, cannot be accompanied by an immediate increase 
in supply. It is also recognized that current livestock inventories will increase when 
preferable prices and feed costs are expected. 

In addition to its forecasting ability the simulated model is particularly use­
ful, when forming a fiscal policy. 

We can analyse the results of a possible policy by examining the dynamic 
multipliers. In tables (5.3) and (5.4) we present the multipliers of the endogenous 
variables of our model, which are due to disturbances in the exogenous varia­
ble of the general price index that farmers pay. In diagr. 5:4 - 5.9 we present 
graphically these multipliers. 
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The disturbances refer firstly to the PZ increase, of 5 %, for the year 1967 
only (table 5.3) and secondly to a similar increase but for the whole time series of 
PZ (table 5.4) 

With the dynamic multipliers, we can examine the behavior of the model and 
forecast the change of its variables. 

For examble, an increase in PZ, will result into an increase of lamp-sheep-
goats prices received by farmers', decrease of livestock inventory and supply of 
lamps-sheep-goats, and into an increase of Bovines prices received by farmers. 

Finally, we can say that the present econometric model for the behavior of 
supply for livestock and red meat, quite satisfactory and can be used either for 
forecasting the variables involved or for making nany policy predictions. 
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