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Estimation Of Equation Almost Ideal Demand System In Urban

Household Based On Food Stuff Categories®

M.Seraj**

In this study we have systematically analyzed the food expenditure of
urban households during 1983-2000 due to the importance of food products in
households’ basket for food. In this system the food cost share has been
calculated as a function of the given foodstuff price, the price of all other
foodstuff and allocated real income. In order to design the model, the food stuff
has been divided into 8 groups including; 1-rice, flour, its processed products, 2-
meat (beef), 3- meat (chicken and fisheries), 4-milk and its dairy products, 5-
vitamins, 6-animal oil, 7- herbal oil and 8-all other food products.

In this study, by using economical variables, which has been based on
micro economic concept, we have estimated the cost share and clarified the cost
and income elasticity. The used data have been handled with on combination
basis that is we have estimated the parameters by combining the time series and
cross-section data and seemingly unrelated regression techniques. Also, we have
used the Augmented Dickey Fuller test (ADF) for examining the stationary of the
model variables. In continuing the study, we have taken into consideration the
homogeneity and symmetry test and have used the Error-Correction Model for
clarification of the model. Since the households’ decision about the food
expenditure is done in two-stage process, so we have administrated the two-stage
budgeting technique for estimating the food cost, in which the principal
assumption is “week separablity”. The outcome of this estimation shows that
elasticity of income for food is lower than one and income elasticity for other
goods is more than one. Also in foodstuff group the own-price elasticity have
correct sign and the income elasticity for rice, flour, and its products, milk and
dairy products, herbal oil and vitamins are lower than one and in foodstuff such as
meat (beef, chicken, fishery), animal oil and other foodstuff is more than one.

Key word:

Food/ Expenditure share/ Demand system/ AIDS.

* This Article has been Derived from Doctorate thesis with Guidance of DR.M.Ahmadin
** PHD from Tehran University (Economic Faculty)

31



