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Investigating tea place at the consumption bundle of urban households in Iran
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Abstract

Among agricultural and horticultural products, tea has a special place at the consumption basket
of Iranian households as with increasing income they allocate a larger share of their income to it.
According to the high and common consumption and the need of knowing consuming behavior of
the households in order to achieving policy goals in this sector, it is important to identify its role
in family basket. This study estimate and analyze price and income elasticities of tea group
demand function for urban regions using Linear Expenditure System model and panel data of
pooling different income groups in different years. According to the results in different estimating
methods the average absolute price and income elasticities of demand are smaller than 1 and tea
is a necessity for all of the income groups. However, it is a big distance for being a luxury good
for tea it tends to become a luxury good during the time. With price elasticity smaller than 1, if
the goal is increasing tea producer's income, increasing price policy can be effective.

Key Words: Linear Expenditure System model, Demand function, Panel data, Tea

YA



