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ABSTRACT

The first and most basic premise of presenting and developing economic theories in the field of
consumer behavior is the rational behavior of the consumer and the accuracy of the studies and
surveys conducted in the field of demand and consumption depends on the validity of the
assumption of rational consumer behavior. In this study, we have tried to test the presence of
structural breaks in the Iranian consumer preferences for meat portfolio. For this purpose, the non-
parametric approach of testing the weak, strong and generalized axioms of revealed preferences,
Afriat efficiency index, Kruskal-Wallis statistical test and De Peretti graphical method have been
used to study the rational behavior and stability of consumers' preferences of meat portfolio in Iran.
According to the obtained results, the behavior of the consumers of the meat portfolio in the period
1993-2017 was rational and can be interpreted by a concave, continuous, uniform and unsaturated
utility function. Therefore, this data can be used to estimate the demand function in the mentioned
time period or smaller sub-periods which the precondition of that is the existence of a neoclassical
utility function.
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Extended Abstract

Objectives

Examining the consumption pattern of households in future policies and planning is very useful, as
on the one hand it shows the share of consumer goods in total expenditures and on the other hand it
shows the tastes and tastes of consumers. For this reason, it is possible to change this pattern over
time. The starting point of the theory of consumer behavior in all economic writings is the rational
behavior of the consumer. The accuracy of most studies and surveys conducted in the field of
consumption and estimation of demand functions depends on the validity of the assumption of
rational consumer behavior. So far, many studies have been conducted to estimate the demand
functions for different goods without examining this initial assumption that the accuracy of these
studies is questionable.

Methods

In this study, discrepancies are first detected using the weak, strong and generalized axioms test,
and the generalized effervescence index is identified. The non-systematic effects test is then used to
distinguish between the causes of the inconsistencies that can be caused by unstable nonlinear
shocks or the failure and structural change of consumer preferences and the utility function.
Considering that in this study, all three weak, strong and generalized axioms of revealed
preferences are used simultaneously to examine the change of preferences, it will have a
remarkable advantage over other studies.

In the nonparametric method, based on the expressed preferences, the choices of individuals are
examined using tests to test the hypothesis that the demand is related to rational individuals and is
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obtained by maximizing the desirable behavior function. The nonparametric method, which uses
the results of the theory of expressed preferences, was first studied by Samuelson (1938 and 1948)
and in the study by Houthakker (1950) as well as by Koo (1963 and 1971), Afriat (1967) and
Varian (1982 and 1983) is located. The studies mentioned above are in fact the basis for the theory
of nonparametric method.

The weak axiom of overt preferences is a necessary condition and the strong axiom of revealed
preferences is a sufficient condition for rational consumer behavior and the existence of a
neoclassical utility function. The generalized axiom of disclosed preferences provides the necessary
and sufficient condition for the data to be consistent with maximizing utility and thus equivalent to
the axiom of the Afrin cycle. If the number of contradictions is small, the hypothesis of rational
behavior cannot be simply rejected, because there is always the possibility of measurement error.
Measurement error occurs from two sources and includes data collection error and data aggregation
error.

Results

If the weak axiom of preferences is not rejected, the strong axiom must be tested, and the rejection
of the weak axiom of preferences means the rejection of the strong axiom, which is reflected in the
generalized axiom of preferences, which is a necessary and sufficient condition. The results of the
above study are presented in Table 2. Based on the results, in 4 cases of weak axiom (necessary
condition), 6 cases of strong axiom (sufficient condition) and 10 cases of generalized axiom
(necessary and sufficient condition) the revealed preferences have been violated, which shows
evidence of inconsistency in the data. Since the total number of pairs compared in the table above
is equal to 300 and only 10 cases of GARP violations are observed, so the probability of violation
(violation ratio) is equal to 0.033 or 3.3%. Although the number of contradictions is small, it
nevertheless rejects one hypothesis that there is no contradiction. If Hypothesis One is rejected,
Hypothesis Two must be tested. Hypothesis 2 states that although the test of the generalized axiom
of apparent preferences is non-random, and the observation of even one contradiction should reject
the hypothesis of rational behavior, but in cases where the number of contradictions is small, they
cannot easily be attributed to irrational behavior. In such cases, the generalized ferrite index can
somehow moderate the non-random nature of the test. If the mentioned index is higher than 0.95
for all observed discrepancies, the incidence of discrepancies can be attributed to the measurement
error, the results of which are presented in the last column of Table 1. The Generalized Effort Index
shows the difference between the expenditures of consumer baskets in the years of GARP
violation. For example, when this index is calculated to be equal to 0.9979 between 1998 and 2008,
it indicates that the difference between the expenditures of consumer baskets of the mentioned
years is 0.0021. That is, in 1998, it was possible to buy the 2008 basket with 0.21% less cost. Now,
if it is assumed that the consumption values of 2008 have been measured with 0.21% error, then the
contradiction created between 1988 and 2008 will disappear.

As can be seen, the generalized ferrite index for all observed inconsistencies is above 0.99. Thus,
the contradictions can be attributed to measurement error or incorrect data aggregation, and the
second hypothesis based on the rational behavior of meat consumers can be accepted.

Discussion

The accuracy of the studies and surveys conducted in the field of demand and consumption
depends on the validity of the assumption of rational consumer behavior. In the present study, the
test of weak, strong and generalized axioms of revealed preferences, ferrite efficiency index, K-W
test and Deporti graph method were used to investigate the rational behavior and stability of
preferences of meat basket consumers in Iran. According to the obtained results, the behavior of the
consumers of the meat basket consumed in the period 1993-2017 is rational and can be interpreted
by a concave, continuous, uniform and unsaturated utility function. Therefore, these data can be
used in the mentioned time period or smaller sub-periods to estimate the demand function, the
precondition of which is the existence of the neoclassical utility function. Considering the
importance.
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