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Inverse Demand Models and Analysis of the Korean
Meat Market Demand

Hoanjae Park™

Abstract

Recently there has been increasing interest on inverse demand models and
their welfare analyses. The classical demand models and inverse demand
models have developed separately in theory and practice of the existing
literature. In contrast, this paper synthesizes the analyses of the two models
as a first attempt in the literature. The paper analyzes the meat market in
Korea by the inverse demand model. It also shows how one can deduce the
consumer’s responses from the market responses when the markets determine
the prices by the quantities demanded. It illustrates empirically how this can
be done applying to the Korean meat market data. The empirical results show
that beef is a luxury good while pork and chicken are necessary goods. It also
shows that beef and pork are inflexible in price while chicken is flexible in
price. The consumers responses transformed from the estimated results of
inverse demand models show that all meats are inelastic in demand. The
methodology and illustration used in the paper will make a contribution to the
existing literature as a complement of implementing the policies to manage the
meat markets.

Key Words: market response, consumer’s response, predeterminedness, inverse
demand
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