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Introduction

Survey of the households demand is very important and necessary in planning for production of various
goods and services in order to regulate the domestic consumption, import and export. Given the importance of
this issue, the study of consumer behavior and their consumption pattern is a major part of economic research
with the objectives of analyzing the consumption structure, identifying appropriate patterns for explaining the
consumer behavior, predicting consumption and its changes. The main objective of the present study is to
investigate the consumption and demand behavior of basic food items (cereals, livestock, poultry, fish and
shrimp and its products, dairy products, oils, fats and butter, fruits, pulses, sugar and vegetables) in urban areas
of Iran using pooled data and SURE method.

Materials and Methods

According to the objectives of this study, the best functional form of demand should be identified to explain
the consumption behavior of urban households in Iran. Therefore, first the Generalized Ordinary Differential
Demand System (GODDS) using the data of urban households (pooled data) was estimated using the seemingly
unrelated regression (SURE) method and then, the appropriate functional form was selected. Then, according to
the appropriate functional form, price and income elasticities were calculated by applying the conditions of
adding up, homogeneity and symmetry for each of the equations of the demand system. Therefore, in order to
choose and determine the appropriate functional form for food demand system, Generalized Ordinary
Differential Demand System (GODDS) was estimated.
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The above model includes the Rotterdam deman]d system, differential form of AIDS, and the two hybrid
models NBR and CBS. The selection of a suitable functional system is based on the constraints applied based on
the 61 and 6, parameters. The system of demand equations was estimated using the seemingly unrelated
regression (SURE) method. Also, in order to be consistent with the theory of utility, the constraints of adding up,
symmetry and homogeneity were applied as linear equations. In order to investigate the impact of drought and
also the targeted of subsidies, two dummy variables were included in the model. In other words, the first dummy
variable was entered into the model to investigate the impact of drought in 2008. The second dummy variable
was entered in order to investigate the effect of targeted subsidies in before and after 2010.

In order to better understand household consumption pattern and cost situation and to analyze income, price
and cross-demand elasticities, and the deciles were divided into three main groups. In other words, the average
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of the first three to the third decile was placed in the first group. Also, the average of the fourth, fifth, sixth and
seventh decile in the second group and the mean of the eighth, ninth and tenth deciles were in the third group.
Accordingly, in this study, the data used are pooled. The required data of research were gathered from the
Statistics Center of Iran for the period 2006 to 2017.

Results and Discussion

Based on the results of the Wald test, the functional form of AIDS was selected against others. Price
elasticity calculation results showed that own-price elasticity of food demand in urban areas is negative. Also,
the highest own-price elasticity of food demand was related to fish and shrimp and its products (-1.03). The
positive cross- price elasticity of food indicates that there is not necessarily a two-way substitutional relationship
between food items and only in some cases (such as cereals and pulses), there is a substitutional relationship.
Most positive cross-price elasticities have low values, indicating a poor substitution between food items. The
calculation of income elasticity indicates the normality of commodity groups. The income elasticity of fish and
shrimp and its products is greater than one that illustrates the luxury of this food.

Conclusion

Calculating the self-price elasticity of food in urban areas indicates the high elasticity of fish and shrimp and
its products. Also, the income elasticity of fish and shrimp and its products has been more than one, which
indicates the luxury of this food in urban areas. Therefore, pricing and subsidy policies should be set in such a
way as to ensure a minimum consumption of animal protein for each individual in the community. Also, the
policies governing the production and supply of the group (cereals, oils, fats and butter, fruits, vegetables, pulses
and sugar) as well as the policies governing their consumption should be regulated in some way that the
minimum supply of foods is to be possible for households.
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Table 1- Restritions of the Generalized Model for Selecting
the appropriate Functional Form
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Model Restrictions
01 0.
AIDS 0 0
Rotterdam -1 1
CBS 0 1
NBR -1 0

(Eales and Wessells, 1999) jlug ¢ 5lol:isle
Source: Eales and Wessells (1999)
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Chart 1- Trend of the Share of Dairy, Vegetables and Fruits from
the Total of Monthly Food Consumption
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Table 2- The share of food in the total consumption and montly cost of food of urban households in the country
(30,9) ibdlo aiz 3 JS' 51 opeaw
The share of total montly

(1 3) bl B oo JS 51 ot

Y gazo 09,5 The share of total montly consumption cost
Product group ¥ e ) e
1385 1396 e Ok 1385 1396 e s
Average share Average share
Cereals oM 38.89 10.92 13.19 1393 1844 15.93
Livestock meat AN CudoS 13.27 2.45 3.73 19.6 17.03 18.15
Poultry meat O8Ny cuisgs 17.63 6.41 7.02 10.99 9.78 11.2
Fish meat, o e 2,518 5 55e e oale s 458 1.26 1.48 473 412 427
Shrimp and its products
Dairy olad 5.97 15.66 15.99 12.43 12.15 12.28
Oil, Fatand Butter o5 5 la o> <09, 0.09 4.25 3.94 5.56 6.44 6.49
Fruit PPV 10.03 22.25 20.34 13.63 12.3 13.01
Vegetables a6 jaw 3.94 31.24 28.51 13.67 135 13.06
Pulses Olge 1.22 2.17 2.05 2.87 3.72 3.02
Sugar b g AB 438 34 3.73 2.59 253 261
i claanl sl
Source: Research findings
SR Bblo 43 gla (901 dongii T Jgo
Table 3- Chow Test Result in Urban Areas
F o, &b sxo mhaw Er ve]
F statistics Probability Result
Cereals M 0.57 0.573 (lao3ld (5284 5:8b) shoo 4022 2y
Accepted (pooled data)
Livestock meat Py cuigS 0.381 0.687 (123D (5242568b) yoo 42,2 oy
Accepted (pooled data)
Poultry meat 8, S 2.95 0.07 (lmosly (5242 3:8) Jiuo 428 Loy
Accepted (pooled data)
Fish meat, Shrimp and its products Accepted (pooled data)
Dairy ol 0.164 0.849 (lnosh 2o 5dl) s 022 ey
o Accepted (pooled data)
Oil, Fat and Butter oS 5 oy <cis) 2,66 0.0912 (12003 (5 23 5ed) oo 022 A2
Accepted (pooled data)
Fruit loogss 0.127 0.88 (lnesb s 5dl) oo 022 2y
) Accepted (pooled data)
Vegetables o g pues 2.22 0.132 (120> (6254 528b) shoo 4052 2y
Accepted (pooled data)
Pulses Slges 2.68 0.09 (120> (5250 5:88) sooo 4022 2y

Accepted (pooled data)

Source: Research findings
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Table 5- Wald Test Results to select appropriate functional form in Urban Areas

Je 95 5 2,b] NI S e gl
Model Chi-squre  Degrees of freedom Probability
AIDS 8.077 2 0.0914

Rotterdam 1730391 2 0.000

CBS 1640108 2 0.000

NBR 10391.41 2 0.000

5uo5 (gl bl rpie
Source: Research findings
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Table 7- Self-pricing and cross-sectional elasticities of foodstuffs in urban areas

odlo CudgS
Cbf e 9 55 1059
e o5 R T g5 Clgs S g i3
Cereals Livesto Poultry ol Dairy 0,8 Fruit Vegetables Pulses Sugar
ck meat meat Fish meat, Oil, Fat
Aol Shrimp and and Butter
its products
oMe
-0.675  0.363 0.226 0.085 0.246 0.129 0.261 0.26 0.059 0.053
Cereals
Livestock b eS8 184 -0.34 -0.128 0372 -0.196 -0.301 -0.395 0002  -0.078
t
meal
Poultry le:;,_{_ “F o115 0127 -0.922 0.03 0.082 0.048 0.089 0.094 0.019 0.0193
meal
9 5 i ale S
ol leeaglp 019  -0211  -0.132 -1.03 -0.145 -0.077 -0.149 -0.156 -0.051 -0.026
Fish meat, Shrimp
and its products
Dairy ol -1.16 -1.33 -0.821 -0.312 -1.89 -0.471 -0.948 -0.946 -0.211 -0.188
o5 3 oz o) 0219  0.249 0.158 0.059 0.173 0.9 0.177 0.179 0.037 0.035
Oil, Fat and Butter
Fruit boge  1.017 1159 0.712 0.273 0.784 0.413 -0.162 0.833 0.193 0.162
Vegetables  laj  0.089  0.101 0.065 0.023 0.075 0.036 0.074 -0.921 0.016 0.014
Pulses cles  0.015 0.02 0.016 0.025 0.0142 0.014 0.008 0.0148 -0.951 0.009
);“ 92 0599  0.681 0.422 0.167 0.471 0.239 0.463 0.482 0.126 -0.911
ugar
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Table 8- Income elasticity of foodstuffs in urban areas

9 95uo ¢ olo «09;
_ w,f . »
ol o, IR
S F s GBS ogse U Slgs P PR
Cereals Livestock ° o Dair o Fruit Vegetables Pulses Sugar
meat Poultry  cich meat, Y oil, Fat 9 9
meat Shrimp and
and its Butter
products
JJA).) WS
Income 0.979 1.03 0.993 1.012 1.073 0.986 0.936 0.994 1 0.991
elasticity
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Source: Research findings
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Appendix 1- The result of stationarity test of the variables in the GODDS system in urban areas

S LLC o,Li i
Variable LLC Result
Statistics
Cost share difference of the cereals M a3 whw sl _7.86%** 1(0)
Cost share difference of the livestock meat ol S gl sn wa Juolis Wi 1(0)
Cost share difference of the poultry meat OBy S (Gl mpe Juolis -0.02%** 1(0)
Cost share difference of the fish meat, shrimp and its products O smodjsl b g 5o oalo S (dlais o pauw Juolis D 4QFH 1(0)
Cost share difference of the dairy Sl gl whew Jolis -3.68%** 1(0)
Cost share difference of the oil, fat and butter 0)S g oy rEoy SMiue poew Juilis _4,8%H 1(0)
Cost share difference of the fruit ogee (gl 3 e S5 Wbk 1(0)
Cost share difference of the vegetables Lo jas (sl i S5 i 1(0)
Cost share difference of the pulses g Minin e Juslis -3.95%** 1(0)
Cost share difference of the sugar S5 g 4B gl b e Juolis 1(0)
-9.73%**
Price logarithm difference of the cereals EMe Cuod o,y Juslis WY 1(0)
Price logarithm difference of the livestock meat ol g nsd o8 Juslis W 1(0)
Price logarithm difference of the poultry meat Sy CudeS b oy Sl L4 DTR** 1(0)
Price logarithm difference of the fish meat, shrimp and its products O smo3jsl 3 g 6o olo s Cansd iy 8 Juslis Wy 1(0)
Price logarithm difference of the dairy Sl Caod w2,y Lol D.Q7*H 1(0)
Price logarithm difference of the oil, fat and butter 0)S 5 by (rEny o win ) &I Juilis _3.07%*% 1(0)
Price logarithm difference of the fruit Wogee Cund o5 s -4.48%** 1(0)
Price logarithm difference of the vegetables Un s o Cansd iyl Juslis -4.18*** 1(0)
Price logarithm difference of the pulses Slge Cuod w2y Lol 5.4 1(0)
Price logarithm difference of the sugar S g A8 Cad o, 8 Juslis 3. 07%Hx 1(0)
Logarithm difference of the cereals quantitative index M gyl el o8 sl -3.08%** 1(0)
Logarithm difference of the livestock meat quantitative index el s (gyle ey o 8 Jslis -5.06%** 1(0)
Logarithm difference of the poultry meat quantitative index OBXy cusS gy el wu) &) Jslis YV 1(0)
Logarithm difference of the fish meat, shrimp and its products quantitative 5 95un e olo CubeS (g lie Lals o, sl 1(0)
index o slaodygl b -4.44%*
Logarithm difference of the dairy quantitative index il )lie Lasls )8 Jslis 4. 9%H 1(0)
Logarithm difference of the oil, fat and butter quantitative index 0)S 5 oy (rEay syMe Ladld oo, Sl -5, 08 1(0)
Logarithm difference of the fruit quantitative index aogeo (s lie el o, I8 Juslis 5. 14%%% 1(0)
Logarithm difference of the vegetables quantitative index Ln s jawr (5plhie sl o2, 8 Juslis -5 5% 1(0)
Logarithm difference of the pulses quantitative index g sylbe Lasls w2, Juslis e 1(0)
Logarithm difference of the sugar quantitative index S 9 B (g e Lasls o, &) Juslis 1(0)
-3.97%**

Loy ) aw 3 (gly gme FFF Gaios glaasl, i3l

*** Significance at the 1 percent

Source:Research findings
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Appendix 2- The result of stationarity test of the variables in the AIDS system in urban areas

JeEs LLC o)Ll JrEs
Variable Statistics LLC | Variable
The share of cereals in total cost 2bre JS 5l e e 4 TD%H 1(0)
The share of livestock meat in total cost Dlbe JS 51 pls S e -1.98%* 1(0)
The share of poultry meat in total cost e IS 5l (8% cubsS ma -149* 1(0)
The share of fish meat, shrimp and its products in total cost 25 JS 51 o sodjsl b g s%ue oalo s waw -1.82%* 1(0)
The share of dairy in total cost 2B JS 5l olid pge _5.05%** 1(0)
The share of oil, fat and butter in total cost D5 JS 51 0)S g oy (rE9y maew _1.56%* 1(0)
The share of fruit in total cost 2B S 5 oges moes 2D 74N 1(0)
The share of vegetables in total cost 2o JS 51 b g ot -4 84*** 1(0)
The share of pulses in total cost e JS 5 Slgs paew 4,047 1(0)
The share of sugar in total cost e JS 5l S g 08 pg 1(0)
-6.36***
Price index of cereals EME Caod s _5.83%** 1(0)
Price index of livestock meat ol g Casd s s -10.65%** 1(0)
Price index of poultry meat S8y CubeS Cund e ls -1.94%* 1(0)
Price index of fish meat, shrimp and its products O s jgl 3 g 6Kue e oalo CusS Cuasd bl 3.70%* 1(0)
Price index of dairy Ol Caid asls LD 1 7HH 1(0)
Price index of oil, fat and butter oS o gy (1o Cuasd asls -3.63*** 1(0)
Price index of fruit Iroges Cangd adls 5,24 1(0)
Price index of vegetables IS 3o Caoid a3l _1.9%* 1(0)
Price index of pulses Sbgs Caod adls 3.76%** 1(0)
Price index of sugar S g 4B Caod el -8.89%** 1(0)
Real cost of cereals M adly z)bre _3.30%% 1(0)
Real cost of livestock meat Pl cusS Ably 2l -1.88** 1(0)
Real cost of poultry meat BNy cusS Bly gyl -1.82%* 1(0)
Real cost of fish meat, shrimp and its products o sleodygl b g 95 ¢ oale cuseS  sdly gzl 1.3* 1(0)
Real cost of dairy ol by 7l -2.56** 1(0)
Real cost of oil, fat and butter 0y 5 by (rEay (odly gyl 22.19%* 1(0)
Real cost of fruit mogeo (Ably zl5e0 -1.98** 1(0)
Real cost of vegetables [PPSR AP -2.86%* 1(0)
Real cost of pulses Slge By 7)o J1.67%* 1(0)
Real cost of sugar S g 4B adly z)bke _4.05%** 1(0)

*k K
¢

Lo ) 9B N maw )0 ()b pxe iy 4w g
and *** are significant at the level of 10, 5 and 1 percent, respectively s

5850 claaidl (sl
Source: Research findings




