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ABSTRACT

The separability of consumer desires is a necessary and sufficient condition for multi-stage
budgeting and collectivization is consistent of commodity where costs are allocated between edible
groups by price indices and intergroup allocations are made independently other groups. Given the
high share of meat types (23 percent of household food and beverage expenditure) in the household
budget and the important nutritional role of meat in people's health to determine the consumption
pattern of meat products in Iran used to Rotterdam demand function in this study. In empirical
studies of demand, the concept of separation is employed to correctly estimate demand function
and limit the number of parameters. For this purpose, data of price index and cost of meat types
(livestock, birds, fish) central Bank over the years 1995-2016 were used. The results of the
separability tests support the hypothesis that a consumer first divide their income between 13 meat
products in three groups (livestock, birds, fish) assigns and then approves the allocation action
between the types of meat subgroups that are grouped. Also, the results of system estimation
showed that the groups had a negative intrinsic price elasticity.In the meantime, the price elasticity
of groups livestock meat, birds and fish meat are respectively equal to -0.89, -0.59 and -0.77. This
study suggest doing weak separability tests before each action on the demand system approach.
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Objectives

In demand analysis, weak separability implies that the marginal rate of substitution between two
consumption goods in one group depend on quantities of goods consumed of outside the group. In
other words, there are no restrictions on substitution between goods within a group, and
substitution between goods in different groups will be occur just using a factor of proportionality
and are characterized by the relationship between groups in terms of expenditure. Therefore,
consumers may be viewed as allocating total expenditure to a broad category of goods and
subsequently apportioning expenditure among sub-groups, based on sub-group prices and
expenditures. Weak separability, therefore, is a essential condition for multi-stage budgeting. More
importantly, it makes possible use of conditional demand systems that avoid specification of the
complete a set of demand equations and is theoretically attainable from the consumer's utility
maximization problem. In this way, the number of variables and parameters can be reduced to a
manageable size. Within the country, few studies have used weak separation tests to estimate
demand models and there is no research that fully addresses the demand function of meat using the
tests. In this context, the present study is a pioneer in this field particularly by using the Rotterdam
demand function estimation model and helps to eliminate the research vacuum in this field. The
main purpose of the present study is to investigate the condition of meat collecting.
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Materials and methods

Separability, conceived independently by Leontief and Sono, is a relative concept which frame
of reference is some partition of the commodity set into mutually exclusive and exhaustive subsets.
Separability conditions require the marginal rates of substitution between certain pairs of
commodities to be functionally independent of the quantities of certain other commaodities. Such
conditions reduce the number of parameters that enter the family of demand functions and make
estimation of the parameter space more feasible. In practice, however, it is next to impossible to
look upon marginal utilities to determine the nature of separability. Empirical estimates of
structural demand parameters are no valid if separability restrictions are no consistent with the true
preference ordering of the representative consumer,. Thus, it is worthy to consider tests of
separability. In this study, Rotterdam demand function was used to determine the consumption
pattern of meat products in Iran. For this purpose, data related to price index and cost of meat types
(livestock-birds-fish) from 1995-2016 were applied. In this estimation, three food groups such as
trap, birds and fish meat are separately included in the demand system. And three hypotheses are
used to test the weak separability to allow us to clarify how the revenue allocation between the
different groups is mentioned above.

Results and discussion

In this article, the demand of meat is expressed in 13 meat subgroups in a separate way .We
investigated and tested three hypotheses of weak separability of meat groups that are a necessary
and sufficient answer for two-stage budgeting . Here are three desirable trees for meat subgroups
that have been tested by applying separation constraints using the Wald test, which has a chi-2
distribution .In Utility Tree 1, according to the chi-2 table at the significant level of 0.05 with the
degree of freedom 53, the value of this table is 70.99. Since the computation value is smaller than
the table value, next the separability hypothesis is accepted .In this way, the use of cumulative data
on meat in three composite groups of meat (livestock, birds and fish) in the demand systems
estimation will produce uneven results. In Utility Tree 2, according to the chi-2 table at the
significant level of 0.05 with a degree of freedom of 39, the value of this statistic is 54.57. Since
the computation value is greater than the table value, the separability hypothesis is not accepted.
Therefore the demand for meat in Utility Tree 2 cannot be divided into two groups and analyzed. In
utility tree 3, according to the chi-2 table at the significant level of 0.05 with the degree of freedom
57, the value of this statistic is 57.62. Since the computation value is greater than the table value,
and then the separability hypothesis is not accepted. Therefore, the demand for meat in utility tree 3
cannot be divided into five separate groups and the demand functions for them can be analyzed.

Conclusions and suggestions

Investigating the conditions of compounding agricultural commodities in economic matters is so
important. So, paying attention to this can make the conditions for macroeconomic policy that is
more meaningful. Due to the importance of meat group in the Iranian household consumption
basket, the conditions of compounding under different assumptions in the meat product group were
investigated. The results of this study show that due to weak separation tests, the meat group can be
classified into three composite groups of meat (livestock, birds, fish) and calculate the demand
system estimates as estimated .There are three general demand functions for broiler groups in that
the collection forms are not included. Therefore, the use of cumulative meat data of the three
composite groups to obtain the system of demand equations will obtain invalid parameters. Since
the present study uses the central bank’s price index to assess the conditions for briquetting, as well
as the results of this study show that economic studies can be carried out using grouping conducted
by the Central Bank of Iran and Statistics Center and if these indicators are used, the results can be
real. It is also a fundamental suggestion of the application of the present study that prior to any
action on the demand system approach there should be poor separation tests. It is the use of
adaptive and separable groups in the selection of specific functional forms of utility, estimation of
elasticity, and computation of aggregates in different ways.
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