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Abstract

Introduction: The effectiveness of different economic policies depends on

the full recognition of demand structure and household consumption

pattern. So, estimating the demand and different elasticity has an important
effect on food security and consumers' health and welfare.

Materials and Methods: In this study, the method of seemingly unrelated
regression (SUR) and the quadratic almost ideal demand system containing
demographic variables, is used to estimate the demand system. For this
purpose, the raw data of household expenditure and income plan for the

year 2020 is used

Findings: The results show that all the compensated and relative
uncompensated price elasticity of urban and rural households are negative
and less than one in 2020. So, it seems that all the commodity groups are
really essential. Also, the result of the meat, sugar and milk groups(total
households) and oil and beans groups(rural households) expenditure
elasticity is more than one and the expenditure elasticity of the other groups
is positive and less than one.

Conclusion: As for the importance of "meat" group, considering the
pricing model for the commodity in the household food basket is very
important. Since the income effect of the group is high, so it is suggested

that the most supportive help of the food group being applied to access the

initial satisfaction level, because the commaodity' prices will increase daily
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Extended Abstract

Introduction

Studying the structure of household consumption
model and demand has always been very important
for the policy makers and programmers in their
political analysis. From one point of view, the level
of effectiveness of different economic policies
including price changing and market control and
supply policies affects highly the food security and
consumers' health and welfare. By overviewing the
household budget and expenditure survey in 2020, it
is recognized that on average, 33 percent of the
Iranian household consumption costs belongs to
food group [1].

So, | this study, a number of most important
livestock and agricultural products elasticity are
computed, because it is very important for market
tuning and studying the effect of different policies.
It is necessary to mention that the selected products
in this paper includes 70percent of all the
agricultural products and 92percent of livestock
products in 2020 which are usually very important
and strategic. Also, according to the important effect
of the results accuracy of data in this study, a
summary of data mining process and outliers'
omission and final sample elicitation are presented.
Finally, by impacting demographic variables in
QUAIDS model a more accurate estimation of
demand and expenditure elasticity is presented.

Materials and Methods

The used resource in this study is the raw data of
"rural and urban household income and
expenditure™ in 2020. According to the number of
asked food items, the dimensions of expenditure
share matrix in this year is 37389 in 670 including
the amount, price and expenditure of 223 items of
rural and urban household commodities in the
country and is the total cost of food items. It is worth
noting that in order to decrease the computation
time, those households being used all commodities
including 2035 household extracted from the made
matrix. Also, the Cook's distance method specific
for the multivariate regressions is used to omit
outliers. After omitting the outliers, the final sample
by 3628 households was ready to estimate. In this
study, the selected food items being the product of
livestock and agricultural commodity, are divided
into 9 groups as follow: "rice and grain”, "meat",
"egg", "oil", "chicken", "beans", "sugar", "milk" and
"potato”. In the next level, the demographic
variables were extracted, including: the household
"gender", "age", "literacy status", "education level",
"activity status”, "marital status", “caretaker",
"number", "being urban or rural". And in this regard,
the R software is used for all the computations. A
summary of model variables is visible in tablel.
Such as many studies, the seemingly unrelated
regressions method (SURE) and QUAIDS model

with demographic variables in it, is used in this
study.

Discussion and Conclusion

The results of estimating the quadratic almost ideal
demand system experimental pattern for the case
study of commaodity basket is mentioned in table [3],
and represent the main variables coefficients of the
model and demographic variables and other
coefficients. Also, the basic level of width of origin
parameter is approximately equivalent with
minimum logarithm of the income. The results of
estimating the demand price elasticity are visible in
table [4] and divided into urban and rural household
and expenditure elasticity. As you see, all the
diagonal elements expressing urban and rural self-
price elasticity is negative and covers the demand
law. This table shows, the most price sensitivity for
urban and rural household is in the "Beans" and
"Milk" group respectively by the numbers of -0/843
and -0/916. And the least self-price elasticity is for
"Rice and cereals” respectively by -0/347 and -
0/267. The absolute value for the urban and rural
self-price elasticity for all commodity groups is less
than one; in the other word, this commodity groups
are relatively inelastic and if their price change one
percent, their demand level will change less than one
percent. The intersection effects show that the gross
substation effect and gross supplement of these
commodity groups is weak; on the other word, all
the intersection effects are less than one. The
agricultural commodities are from those which
rarely can be substituted by each other. So, it seems
logical that intersection effects are weak. According
to this table, the expenditure elasticity of all
commodities is positive showing all the commodity
groups are normal and income increase has a
positive effect on these commodities demand and
dedicated budget to them. All commodities
expenditure elasticity except "meat"”, "sugar" and
"milk" is less than one, too, showing the necessity of
them. So, the one percent income increase
(decrease) would increase  (decrease) the
consumption level of these commodities. Among
these 9 groups of commodities, the least expenditure
elasticity is for "potato” group and using this
commodity has the least effect on the income. Also,
the most expenditure elasticity is for "meat" group
and as said before, it shows that consuming this
commodity by the country urban and rural
household is strongly depended on their income and
its level of consuming will increase or decrease by
the income increase and decrease. The results of
compensated  elasticity  estimation for the
experimental pattern of quadratic almost ideal
demand system are also visible in table 5.

In this table, the main diameter elasticity is negative
too, and covers the demand law. By overviewing the
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intersection effects, all the groups have a weak pure
complementary and succession relationship,
because their intersecting elasticity is less than one.
The amount of urban household compensated
relative elasticity is among -0/088 from grains to -
0/803 of beans group. The difference between the
amount of normal demand elasticity and
compensated demand elasticity for every food group
is the same as income effect on price change. The
results show that in the most cases, the urban and
rural household have almost similar reaction about
the price change. Finally, according to the obtained
results of this study, it is suggested:

Due to the necessity of examined commodity
groups, having long-time outlook for production
growth especially for the commodities like rice and
grain and meat considered the most important
resources for urban and rural household protein and
calories gaining, this have to be stayed on the
government agenda. Also, because all the examined
commodities are necessary, it is expected that the
lower income decades hurt more by increasing these
commodities prices; so, it is suggested that the
relevant officials have special attention to these
commodities pricing pattern in the household food
basket from one point and their guaranteed price for
the farmers, on the other hand. The demand model
shows that the changes in the "meat" price will have
main changes in the country urban and rural

household diet. On the other hand, by increasing the
household income, a significant increase is expected
in the "meat" demand. So, considering this subject
in applying income policies or any other policy
causing the household cash increase is suggested;
because it is able to improve the nutrition level and
people's and household health especially those
household by low income.
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