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Abstract

The purpose of this article is to analyze the BSE risk in an econom-
ics approach. If the BSE risk occurs in a country, firms cannot import
beef from it. The firms have some inventories to deal with the BSE risk.
In this time, they decide to the level of inventories in relation to the BSE
risk probability. Of course, they also have to consider the level of inven-
tory costs in addition to each firm sells rather substitutable products in
the market. Hence, they totally evaluate the BSE risk probability, in-
ventory costs, and the strategies of rival firms.

There are two main conclusions. First, the volume of inventories de-
pends on the BSE risk probability and inventory costs. For example, if
the BSE risk probability is low and inventory costs are high, the firm
which faces with the BSE risk has no inventories. Second, if the degree
of homogeneity among products becomes high, the firm which faces

with the BSE risk reduces the inventories.

Keywords: BSE risk, inventories, economics approach
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