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Table 11.3b 2SLS Estimates for Truffle Supply

Variable Coefficient Std. Error r-Statistic Prob

G 20.0328 1.2231 16.3785 0.000%
o (.3380 0.0249 13.5629 0.00%
PF —1.0009 0.0825 —12.1281 0.000x

have statistically significant coefficients and thus have an effect upon the quantits
demanded.

The supply equation results appear in Table 11.3b. As anticipated, increases in the price
of truffies increase the quantity supplied, and increases in the rental rate for truffle-seekin:
pigs, which is an increase in the cost of a factor of production, reduces supply. Both of the«
variables have statistically significant coefficient estimates.

11.7 Supply and Demand at the Fulton Fish Market

The Fulton Fish Market has operated in New York City for over 150 years. The prices for fis*
are determined daily by the forces of supply and demand. Kathryn Graddy” collected daily
data on the price of whiting (a common type of fish), quantities sold, and weather condition:
during the period December 2, 1991 1o May 8, 1992. These data are in the file fultonfish.da:
Fresh fish arrive at the market about midnight. The wholesalers, or dealers, sell to buyers for
retail shops and restaurants. The first interesting feature of this example is to consider
whether prices and quantities are simultaneously determined by supply and demand at all
We might consider this a market with a fixed, perfectly inelastic supply. At the start of the
day, when the market is opened, the supply of fish available for the day is fixed. If supply i+
fixed, with a vertical supply curve, then price is demand determined, with higher demand
leading to higher prices, but no increase in the quantity supplied. If this is true then the
feedback between prices and quantities is eliminated. Such models are said to be recursive
and the demand equation can be estimated by ordinary least squares rather than the more
complicated two-stage least squares procedure,

However whiting fish can be kept for several days before going bad, and dealers car
decide to sell less, and add to their inventory. or buffer stock, if the price is judged too low. in
hope for better prices the next day. Or, if the price is unusually high on a given day, then
sellers can increase the day’s catch with additional fish from their buffer stock. Thus despite
the perishable nature of the product, and the daily resupply of fresh fish, daily price is
simultaneously determined by supply and demand forces. The key point here is that
“simultaneity™ does not require that events occur at a simultaneous moment in time.

Let us specify the demand equation for this market as

In(QUAN,) = ay + aszIn(PRICE,) + caMON, + a4 TUE, + asWED,

(11.13
+ agTHU, + ¢¢

? See Kathryn Graddy (2006) “The Fulton Fish Market.” Journal af Economic Perspectives, 20(2), 207-220
The authors would like to thank Professor Graddy for permission to use the data from her study.

¥ The authors thank Peter Kennedy for this observation. See Kathryn Graddy and Peter E. Kennedy (2006,
“When are supply and demand determined recursively rather than simultaneously? Another look at the Fulton Fish
Market data,” working paper. See http://www.economics.ox.ac.uk/members/kathryn. graddy/research. htm.
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Talep denklemine 2AEKK uygulandığında elde edilen sonuç tablodadır. Talebin fiyat esnekliği -1.12 olarak tahmin edilmiştir. Bu balık fiyatında gerçekleşen %1'lik bir artışın, balık talebiniz %1.12 azaltacağı anlamına gelir. Bu sonuç %5 düzeyinde istatistiki olarak anlamlıdır. Kukla değişken katsayıları negatiftir ve Salı ve Çarşamba günleri için istatistiki olarak anlamlıdır ki bu talebin bu günlerde Cuma gününe kıyasla daha az olduğu anlamına gelmektedir.
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