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ANALYZING THE PRICE BEHAVIOR OF POTATOES,
TOMATOES, AND ONIONS USING AN INVERSE DEMAND
SYSTEM

Ebrahim Hassanpour

Ph.D. Student, Tehran University

Potatoes, tomatoes, and onions are among the agricultural
commodities their prices and quantities have undergone considerable
fluctuations in recent years in Iran. This is because of their
perishability and weak storability which result in high sensitivity of
their prices to the quantity available at the market. Stabilizing the price
of such products requires a measure of their price sensitivity. An
inverse almost-ideal demand system (IAIDS) is estimated using the
1363-1376 data to analyze their price behavior. The estimation
procedure is SUR with the theoretical consistency constraints being
imposed. the results show that the price flexibilities for potatoes,
tomatoes, and onions have been about 1.5, 1.4, and 2, respectively. All
the cross flexibilities for them have been negative indicating their
substitutability. Regarding the importance of stabilizing these
products’ markets, it is suggested that the domestic market supply of
them should be adjusted using the controlling instruments of imports
and exports with regard to their flexibilities and their annual predicted

production.
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