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Investigating the Effect of Rice Price increase on urban Household Welfare of Mazandaran
Provinc

Abstract

Measuring changes in economic welfare has been known as one of the practical economic issues. So that,
this study aimed to calculate the welfare changes resulting from the change in the price of rice in
Mazandaran province and is the first study that done using the food groups’ details and household’s data
for estimates demand function in the country. For this purpose, welfare microeconomic theory and
compensating variation (CV) criteria and household income and expenditure data of Mazandaran province
in 2014 was used. in this paper, the parameters of the demand system are estimated by applying nonlinear
seemingly unrelated regression to the system of eight share equations. Parameter estimates provide a
clearer understanding of household food consumption behavior in 2014, summarized through income and
price elasticity’s. The income elasticity’s reveal that none of the goods are inferior, while the rice is a
luxury for urban households. The elasticity of demand for beverage is large for all households. And the
elasticity of demand for rice is small for all households. Next, consider 198 percent increase in the rice
price. This price changes causes increase in households’ expenditure for urban households by
compensating variation. Increasing According to the results, urban households have seen 19.98 percent
increase in their expenditure by 198 percent increasing in rice price. Also, comparison between reductions
in household welfare in different income groups has shown that household welfare has declined less when
levels of income increased. Therefore, it is necessary to maintain Household welfare of provinces when
the rice price rises and support policies must be adopted.
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