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Measuring the welfare Loss of Iranian Consumers due to Asymmetric Price
Transmission in the Mutton Market

Azadeh Falsafian', Saeed Yazdani’, Reza Moghadasi3 and Mohammad Ghahremanzadeh®

Abstract

Price is the primary mechanism by which various levels of the market are linked. There is a common feeling that
retail prices do not react very quickly to changes in market conditions. Therefore, consumers will not benefit from
declining farm prices which suggests a redistribution of consumer welfare and welfare transferring from consumer to
retailer. The main objective of this study is to estimate the welfare loss due to asymmetric price transmission in the
mutton market in Iran. Regarding to the asymmetric price transmission behavior in the mutton market, we estimated
the meat demand using the generalized ordinary differential demand system (GODDS). This model helps us to
determine the appropriate functional form. Results indicated on the AIDS as the proper functional form. So, the ADIS
estimated through the SURE. At the next stage, prices simulated in the two symmetric and asymmetric scenarios by
bootstrapping method. Finally, compensated variation (CV) measures estimated by Vartia algorithm. The results
indicated that the welfare loss per Iranian household due to asymmetric price transmission in the mutton market is
372350 Rials.
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