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Tabel 2. Descriptive results of research variables

Source: Research calculations
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FINDINGS

The empirical findings of this article indicates that in both mentioned groups,
property rights, democracy and GDP per capita have a negative and
significant effect, and military and inflation have a positive and significant
effect on rent-seeking. The results also show that in the selected countries of
the Organization for Economic Cooperation and Development, with the
increase in education, the rent-seeking decreases. In addition, the increase in
education has a significant and positive effect on rent-seeking exporting
countries. Also, in oil exporting countries, oil rent has a positive and
significant effect on rent-seeking. This result means that, with the increase of
oil rent in these countries, people's motivation to do productive work
decreases and they do more distribution activities.

CONCLUSION

The results of this study shows that property rights have a negative and
significant effect on the formation of rent-seeking in both groups. With an
increase of 1 unit in property rights, the formation of rent-seeking activities
in Petroleum Exporting Countries decreases by 0.06 units and in the
Economic Cooperation and Development countries , it decreases by 0.152
units. Military has a positive and significant effect on rent-seeking in both
categories. With the increase of 1 unit in military, the possibility of rent-
seeking in OPEC increases by 0.938 units and in OECD by 0.374 units.
Also, an increase of 1 unit of democracy decreases of 0.911 and 0.197 units
of rent-seeking in the OPEC and OECD groups, respectively, and has a
significant effect. The next variable is education. In oil-exporting countries,
education has a positive and significant effect on rent-seeking, and if one unit
of education increase, rent-seeking increases by 0.119 units. But in OECD
countries, education has a negative and significant effect on the formation of
rent-seeking, and with an increase of 1 unit of education, rent-seeking
decreases by 0.1 unit. The next factor is GDP per capita, which increases by
1 unit and it causes rent-seeking in both OPEC and OECD countries increase
by 0.0001 units, and this effect is significant. In addition, oil rent in OPEC
countries has a positive and significant effects on formation of rent-seeking.
If the oil rent increases by 1 unit, the formation of rent-seeking increases by
0.146 units. Finally, inflation in both categories of countries has a positive
and significant effect on rent-seeking. When the inflation increases by 1 unit,
rent-seeking is increased in OPEC and OECD by 0.101 and 0.264,
respectively.
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EXTENDED ABSTRACT

INTRODUCTION

Governments intervene in the economy because of correcting market failures
and providing public goods, externalities, asymmetric information and
increasing efficiency. But sometimes these intervention lead to the emergence
of rent-seeking behavior. Rent-seeking has many bad effects, For example
reducing creativity and innovation, spreading the individual rules and
regulations, Prevalence of bribery and bribery, and distorting the structure of
economic and social motivation and welfare loss. Therefore, it is important
to identify the factors that influence the rent-seeking. By investigating and
controlling these factors, it is possible to reduce the formation of rent-seeking
and lead the economic growth and development.

METHODOLOGY

This article investigates the influencing factors on rent-seeking in two groups
of selected oil exporting countries (OPEC) and selected countries from the
Organization for Economic Cooperation and Development from 1996 to
2017. For this purpose, panel data regression is used. At first, by using Hadri-
Rao test (a valid test that is including structural failure), the stationary of the
data is checked and other pre-estimation tests are performed. Then, due to
cross-sectional dependence, heterogeneity of variance and autocorrelation
between the disturbance term in both groups of selected oil exporting
countries and selected countries of Organization for Economic Cooperation
and Development, the considered patterns are estimated using the Driscoll-
Cray method.
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achieving greater competitiveness in international markets also requires the
use and increase of human capital. Despite this, while there is no doubt that
there is a shortage of specialized and skilled manpower in less developed
countries, the world economy has seen a large volume of skilled immigrants
leave these countries during the last few decades.

Considering the key role of the elites in taking advantage of technological
spillovers, creating innovation, economic growth, competitiveness, etc., we
will provide policy recommendations to policymakers and economic decision
makers in order to reduce the migration of elites:

v" The importance of foreign capital is discussed both as physical capital
and as a factor that forms a set of resources related to knowledge. On
the other hand, according to the results, it has a negative and
significant effect on the migration of elites in selected oil countries.
As a result, it is suggested to expand and improve policies to
encourage foreign direct investment, such as creating political and
economic stability through creating stability in

v Plans, policies and economic decisions in such a way that economic
activists see a clear vision in front of them, the necessary ground to
gain the trust of investors is provided.

v/ Human capital, as a key element, increases the efficiency to the scale
of production and increases the absorption capacity in the foreign
capital sector, considering the positive and significant effect of
human capital on the migration of elites in selected oil countries, it is
recommended that the government Instead of exporting primary and
raw materials, consider the production and export of products with
high added value and prevent the departure of a large number of
scientific elites through the use and employment of efficient human
capital and elites in this field.

v Considering the positive and significant effect of natural capital on
the migration of elites in selected oil countries that are rich in natural
resources, it is suggested to always focus on improving the
management of the abundance of natural resources and the
government with well-considered policies to increase the foreign
exchange earnings from the export of natural resources. In order to
expand the human capital market, strengthen the scientific
infrastructure and provide research facilities, etc., so as to reduce the
migration of elites.
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FINDINGS

The econometric findings of the study indicate that the impact of human
capital on elite migration has been positive and significant. In fact, an increase
in human capital means an increase in the number of elites, and if the
necessary platforms for maintaining and employing specialized human
resources are not provided, with the increase in the accumulation of human
capital, the migration of elites will increase. Also, the effect of foreign direct
investment on the migration of elites has been negative and significant, and
through strengthening innovation as a result of knowledge spillover and
stimulating changes in the production structure, foreign direct investment
increases the demand for elite and specialized manpower and reduces the
migration of elites. Also, according to the findings, the effect of natural
capital on the migration of elites has been positive and significant, and the
abundance of natural resources in these countries has led production and
export to the extraction of natural resources and the sale of raw materials, and
with the decrease in the demand for specialized labor, the grounds for
increased migration It has created elites, and the effect of physical capital on
the migration of elites has been negative and meaningless. In fact, the way to
provide physical capital was through the internal technology channel and the
use of expert personnel. But on the other hand, due to the nature of the studied
countries, the foreign currency income from natural resources has led to a
kind of rent of natural resources, which has caused capital import to be
considered profitable. As a result of these effects, the effect of per capita
physical capital on elite migration has been meaningless.

CONCLUSION

One of the questions that has existed in economics for a long time and has
attracted the attention of thinkers in this field is why some nations are
developed and others are less developed. In response to this question, theories
have been formed that consider the difference in quality and quantity of
human capital of countries as one of the important and main components.
Accordingly, one of

The approaches to improve the growth and economic development of
developing countries have also been identified as investment in human capital
and the subsequent accumulation of elites. therefore,

A significant investment is made to train and provide these resources in
developing and developed countries. According to new growth theories, the
role of highly skilled and elite workforce is very decisive in creating
knowledge spillovers and economic growth. In addition to economic growth,
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(9)
K= ko ++Xi_(I = D);

The latter relationship, known as Klein's (1962) formula, gives the net capital
in each year. In this regard, Kt is the net value of capital at time t. KO is the
net value of capital in the base year, It is the value of gross investment at time
t and Dt is the rate of depreciation of fixed assets at time t. In this research,
5% depreciation rate is considered for physical assets (Griliches, 1988).
According to theoretical foundations, the effect of physical capital on elite
migration can be positive or negative. In this research, per capita physical
capital has been used, and the data related to it has been obtained from the
statistical database of the World Data Bank and based on considerations
according to Klein's formula (1962).

Natural capital (NC): The abundance index of natural resources is defined as
the share of fuel and mineral exports to the total export of goods (World Bank,
2018). Due to the fact that the countries investigated in this study are countries
that have more than 40% of their exports related to fuel and minerals, the
abundance of natural resources per capita has been used as an indicator to
show the effect of natural capital on elite migration. According to the
theoretical foundations, it is expected that the effect of natural capital per
capita in the studied countries on the migration of elites is positive. The data
of this variable was extracted from the statistical database of the World Data
Bank.

Intermittent elite migration (BDi,t-1): This variable is a dependent variable
with an interruption period. One of the advantages of the GMM method is
that it allows the dependent variable interval to be used as a suitable tool to
control endogeneity (Baltagi, 2008).

Considering that the econometric equation is considered logarithmically, so
if we express equation 1 explicitly. We will have the following equation:

(10)
InBD;; =81 + R2InBD;t.1+ B3 INHCyt+ B4 INFDIy+ B5 INPCit+ B6 INNCy+

Uit *€jr

In the above equation, indices i and t represent the country and time,
respectively, and the term W is the specific characteristics of each country in
the examined samples. To put it more simply, p are the coefficients related to
the virtual variables of sections and countries, which, if ignored, will show
themselves in the error sentences and residuals (€)
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country (UNCTAD). , 1996). In this study, data extracted from the UNCTAD
statistical database was used. According to theoretical bases, it is expected
that the impact of foreign direct investment per capita on elite migration is
negative.
Physical capital (PC): Physical capital is created by making changes in
materials to shape tools that facilitate production and has a tangible and
visible aspect. in this study, Klein's relation (1962) was used to estimate
physical capital. According to this relationship, since investment is defined
as changes in capital value, we have:

)

=<
Therefore, capital accumulation can be achieved by integrating in the

following form:
©)

dk =Idt k=J dk =[Idt

In the above relation for integration, a secondary form for It should be
considered. Here it is assumed that the integral factor can be estimated from
another relation as follows:

(4)

Ln I= a+ Bt+ &

By estimating the above regression using the ordinary least squares method,
the following relationship is obtained by taking the antilogarithm.

(5)
L=10)e” + ¢

(6)
10)= e“
We put equation 5 in equation 3 to get capital accumulation:

(7)

r:@ e’ +c

Therefore, considering the initial conditions, we will have:

(8)

Then we will have the following:
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capital, natural capital, foreign capital and physical capital) has studied the
migration of elites in selected oil exporting countries during the period of
2008-2017.

METHODOLOGY

In this section, inspired by theoretical discussions and empirical studies, by

introducing the variables of human capital, natural capital, foreign capital and

physical capital, we explore the factors affecting the migration of elites during

the period of 2008-2017.

Based on this, the variables used in the econometric model are as follows:
1)

BDy= f(BD;.q, HC ¢, FDI jt, PCyt, NCy)

In the following, the explanation of the dependent variable and explanatory
variables will be discussed.

Elite migration (BD): Elite migration is the migration of skilled and highly
skilled labor from developing countries to developed countries in order to
achieve higher standards of living (Okoye, 2016). Elite immigration data is
extracted from the American Statistical Yearbook of Immigration. In this
study, the ratio of the number of elite immigrants to the population of the
country of origin is used. The reason for choosing this variable instead of the
number of elite immigrants is that the studied countries have a significant gap
with each other in terms of population.

Human capital (HC): Human capital is the knowledge, skills, competencies
and characteristics embodied in people that lead to the economic well-being
of the individual and society (OECD, 2001). In this research, the per capita
human capital variable has been used. Also, in this research, the data of the
average years of education has been used as an indicator of human capital,
extracted from the United Nations statistical database. According to
theoretical foundations and empirical studies, it is expected that the impact of
per capita human capital on elite immigration is positive.

Foreign Direct Investment (FDI): Foreign capital includes direct and indirect
foreign investment. In this study, foreign direct investment per capita is used
to show the effect of foreign capital on elite migration. The United Nations
Conference on Trade and Development considers foreign direct investment
as capital that implies long-term relations between the investor and the
investee and brings the continuous control and interests of natural or legal
persons residing in a country in a company outside the investor's home
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EXTENDED ABSTRACT

INTRODUCTION

According to new growth theories, the role of highly skilled and elite
workforce is very decisive in creating knowledge spillovers and economic
growth. In addition to economic growth, achieving greater competitiveness
in international markets also requires the use and increase of human capital.
The migration of elites is one of the challenges that many countries have been
facing for a long time and it is mentioned as one of the traumatic issues in the
countries. With the departure of the elites from the developing countries, the
scientific production capacity and the economic base of the immigrant-first
countries are weakened and the competitive advantages of these countries are
reduced. Developed countries such as the United States of America, despite
their huge capital and high technical knowledge, attract elites and use them
favorably in improving their technology. Therefore, in order to eliminate the
technological gap between themselves and developed countries, developing
countries and especially countries that are faced with an abundance of natural
resources must provide the conditions for the effective activity of elites by
eliminating the repulsive factors inside the country. Many models tried to be
able to identify the factors affecting the migration of elites and to explain the
effect of these components. In the meantime, considering that the elites are
considered next to all kinds of capital, it is expected that the countries first
take measures for the optimal use of all capitals and secondly, policies to
guide economic activists to pay more attention to all kinds of capitals. have
knowledge including elites. Considering the importance of the subject of the
present study, by using econometric techniques and the method of generalized
moments, which was proposed by Blundel and Bond (1998), and using Stata
15 software, to investigate the effect of different types of capital (human
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FINDINGS

The results showed that only in the developing countries with high income, the human
capital and information and communication technology have a mediating role on the
impact of foreign direct investment on economic growth. Thus in high income
countries, foreign direct investment affects human capital by 0.609 and human capital
affects economic growth by 0.428. Foreign direct investment affects information and
communication technology by 0.482 and information and communication technology
by 0.348 affects economic growth. In the other income groups in developing
countries, these two variables couldn’t have any impact on foreign direct investment
on economic growth as a mediator.

CONCLUSION

Based on the results, it is recommended for developing countries to
implement human capital, information and communication technology in
foreign direct investment and increase economic growth by using these
factors.
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EXTENDED ABSTRACT

INTRODUCTION

One of the most important goals of the countries, especially developing
countries, is economic growth and development. One of the sources that can
retrieve the lack of capital in the developing countries and lead to economic
growth is foreign direct investment. Some evidence shows the human capital
plays a mediating role in the impact of foreign direct investment on economic
growth. The other important factor that can affect economic growth and the
prosperity of countries, is the information and communication technology.
Thus, the current research aim is to present a foreign direct investment model
and economic growth in developing countries with the mediating role of
human capital and information and communication technology.

METHODOLOGY

The study populations are the developing countries between 2000-2018. In
this research, the developing countries in three continents of Asia, Africa, and
Southern America have been selected. Then, the countries are divided into
four different income groups: developing countries with high-income,
developing countries with higher than medium income, developing countries
with lower than medium income, and developing countries with low-income.
Thus, in the end, 27 countries in three continents have been chosen as the
statistical sample. The method used in this study is the multi-group modeling
approach with the structural models with partial least square (PLS) approach.
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balance between population growth and economic growth, by taking
advantage of population potential.

e Governments and the central bank can tackle inflation by raising
interest rates, controlling wages, and controlling the money supply.
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self-employment, population growth rate, inflation, gross capital formation
and labor productivity.

FINDINGS

The results of this study show that in selected Islamic countries and in the
period 2005 to 2017, the effect of household risk management and self-
employment on economic growth was positive and significant and the effect
of population growth rate and inflation on economic growth was negative
and significant. In fact, increasing household access to credit by investing in
education and health; Improving social support through adaptation of labor
supply and demand; Strengthening human capital by increasing productive
power and ultimately improving the state capacity by improving household
livelihoods as positive consequences of household risk management and
increasing innovative activities as a positive consequence of self-
employment will increase economic growth. . Meanwhile, increasing
inflation by reducing the purchasing power and investment, and on the other
hand, increasing the population growth rate due to limited resources and
insufficient infrastructure, can reduce economic growth.

CONCLUSION

Based on the positive and significant effects of household risk management
and self-employment and negative and significant effects of population
growth rate and inflation on the economic growth of selected OIC member
countries in the desired period, these policy recommendations can be
suggested:

e Governments can strengthen household risk management by
facilitating household access to credits, supporting labor unions,
upgrading education systems, developing public health programs,
diversifying government revenue sources, and improving health
facilities.

e Granting free loans to start businesses, creating the right conditions
by governments to increase competitiveness and tax breaks can lead
to self-employment incentives.

e Governments can partially offset the negative effects of population
growth through optimal resource management, with keeping the
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EXTENDED ABSTRACT

INTRODUCTION

Institutional economists have considered institutions and institution-based
structures as the fundamental factors of the growth in new theories of
economic growth. Accordingly, an increasing number of studies, besides
analyzing the relevant institutions and structures, have investigated the
relationship between these factors and economic growth. Risk management,
as an institutional economics-based motivating structure, has a significant
and special position. Accordingly, this research attempts to formulate an
indicator to measure household risk management and investigate its impact
on the economic growth of selected countries of the Organization of Islamic
Cooperation (OIC) for the period 2005-2017.

METHODOLOGY

In this study, a dynamic panel data approach has been used to evaluate the
role of household risk management in the economic growth of selected
countries of the Organization of Islamic Cooperation during the period
2005-2017. In addition, the required information has been received from the
World Bank and the International Monetary Fund.

Specifying research model

To investigate the study’s hypotheses following equations were used:
GDPG; = ay + a1GDPG;_1 + a,HRM;; + a3SE;; + a,POPG; +
CZSINFit + a6Kit + Qf7LPit + Vit (1)
In these equation GDPG, HRM, SE, POPG, INF, K and LP refer
respectively to gross domestic product growth, household risk management,
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CONCLUSION

In this study, using the framework of stochastic dynamic general equilibrium
models, a DSGE model was designed in terms of housing financing
simultaneously with other sectors. In terms of housing financing through the
banking sector, by including the housing sector and the banking system in the
design of the DSGE model and its estimation, it was observed that housing
financing can have a significant impact on the business cycles of the housing
market and growth and dynamics. Create the economy. The strengthening of
financial shocks in this model stems from the financing of housing for banks
and families with unlimited horizons. These reinforce each other and expand
into business cycles over time, creating a reinforcing effect on the dynamics
of financial and housing variables.

The main difference between the model designed in this study and other
studies in this field, in terms of banking and housing sectors in the model with
the aim of examining the role of housing financing on business cycles, taking
into account the structure of the Iranian economy. Bringing new impulses to
the base model, the effects of the impulses under the two scenarios of the
existence of housing financing and the absence of the factor mentioned in the
model were evaluated. In general, the results obtained from the instantaneous
reaction functions indicate the relative success of the model in simulating the
Iranian economy and the adaptation of the model to economic expectations
and realities.
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Specify the model

In the final goods market, the equilibrium condition in the economy is
obtained from the equality of total supply and total demand as follows:

2
Yt=Ct+<1+(1k—'t—1))Ikt (31)
Igt—1 ’

Ine =Hy — (1 = 6p)Hp (32)
St = Le + (1 = 8K, (33)
assuming that ¢

Ce=cpr+eip (34)
Ht = h’p,t + hi,t’ (35)

Kev1 = Yeia (e + (1 = 8)K,) (36)

Solve and approximate the pattern

Since stochastic dynamic general equilibrium patterns generally consist of
nonlinear equations of the endogenous variables of the pattern, it is necessary
to convert them to linear equations through linearization methods. For this
purpose, the linearization logarithm method was used and the sides of the
equations were approximated based on Taylor expansion around the steady
state of the variables, the results of the above calculations are given below.

Value parameters

To calibrate the experimental model designed in this research, the method of
calibration is used. Calibration is a method for selecting model parameters in
a way that is most similar to and compatible with the economy under study
(Heidari & Malabahrami, 2016).

FINDINGS

Findings show that economic fluctuations are not only explained by non-
financial shocks such as productivity shocks in the final products and housing
and housing demand shocks, but also due to financial frictions such as capital
guality shocks that in terms of housing financing factor, these effects
Intensifies.
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EXTENDED ABSTRACT
INTRODUCTION

In explaining the shocks to the economyi, it is important to examine the role
of banks in implementing monetary and financing policies. Banks can have a
significant impact on the formation of boom and bust cycles by playing the
role of intermediary funds and financiers. On the other hand, the position of
the housing sector in the economy, along with the importance of housing
financing in changing the housing market conditions, requires that the
mentioned role in the economy be examined. In this study, considering the
ability of DSGE in simulating the economy and explaining the behavior of
macroeconomic variables in the face of shocks to the economy, the role of
housing financing in the formation or continuation of Iranian business cycles
has been investigated.

METHODOLOGY

In this study based on econometric methodology, a stochastic dynamic
general equilibrium model is used to investigate the role of housing financing
on Iranian business cycles. To quantify the model designed in this study, the
method of calibration was used. Also, to estimate some of the model
parameters, the first-order vector autoregression (AR) method was used based
on data from macroeconomic variables during the period 2007 to 2019.
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liquidity results in inflation which itself brings forth shadow economy.
Implementing appropriate monetary policies as well as financial order can
prevent inflation and its detrimental consequences.
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employment (employ) as the effects of the shadow economy have been
selected to estimate the model.

FINDINGS

According to the results of this study, the signs of coefficients of exchange
rate variables in the formal market, government size, effective tax rate,
income from natural resources, military expenditures and the openness index
of the economy in the study model are statistically significant and coefficient
signs are consistent with theoretical predictions. Also, the estimated values of
parameters in the studied model show that among the indicators reflecting the
effects of shadow economy, the effect of shadow economy on energy
consumption and money demand is positive and is as expected.

CONCLUSION

The results of the analysis showed that increasing military spending to create
the necessary infrastructure for the production of military equipment in the
country instead of buying it from abroad, while reducing the country's
military dependence on the world military powers, creates employmentand
economic prosperity, increases national income and reduces unconventional
and shady activities. Of course, it should be noted that although military
power is a factor in ensuring internal security and reducing external threats,
due to budget constraints, unconventional increase in military spending and
replacing it with other public sectors spending such as education, health, etc.
is an obstacleFor Optimal allocation of income to economic and social
investments, which will have adverse consequences. In addition, official
exchange rate, income from natural resources, economy openness index,
black market exchange rate, government volume and effective tax rate are
among the factors affecting shadow economy in Iran, among which the
variable of income from natural resources has the most effecton the expansion
of shadow economy. shadow economy has also affected energy consumption,
money demand and employment, which have a greater impact on
employment as a whole than on the other two variables. Therefore it is
suggested:

1- Organizing a business environment with the aim of directing activities in
the field of informal economy to the formal sector of the economy and
increasing economic transparency 2- Explaining the effect of military
spending on security and life of citizens to motivate tax payments and prevent
the spread of shadow economy.3- More control on the budget, especially the
military budget to prevent possible abuses. 4-Based on results, increasing
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METHODOLOGY

In this research, the structural equation modeling approach based on partial
least squares and multiple index pattern - multiple causes and SMART PLS
software has been used to investigate the effect of military spending on
shadow economy in Iran during the period 1981 to 2015.

Multiple Index Pattern - Multiple causes, which include observed model
variables and latent shadow economy variable, take the form of two
equations. In the first equation, the relational relationship of shadow economy
and its causes are explained and in the second equation, how the indicators
are affected by the volume of shadow economy is specified. Therefore, the
multiple index model - multiple causes has two parts: structural model and
measurement model. The mathematical formulation of the template is as
follows:

(1) n=yX+v
(2) y=An+e
n : hidden variable (shadow economy); X: vector (q x 1) causes in the
structural model; Y: Vector (p x 1) of indicators in the measurement model;
A @ (p % 1) coefficient matrix in the measurement model; v : (q % 1) The cause
coefficient matrix in the structural equation v: error in the structural model

and ¢: a vector (p x 1) measurement error in Y
The regression form of the structural equation is:

=11 V2Var Vs Vs Ver V7 1%
[me, unracmi, racmi, etax, gov, oilindex, open]) +V

(3)

The regression form of the measurement equation is as follows:

(4) [employ, dmoney, energy]= (fA1, A, Asfxn)+[ey, €5,
&/
As can be seen in the structural equation and the measurement equation, the
variables of military expenditure (me), effective tax rate (etax), formal market
exchange rate (racmi), black market exchange rate (unracmi), economy
openness (open), Revenues from natural resources (oilindex) and government
size (gov) as the reasons for measuring the shadow economy as well as the
variables energy consumption (energy), money demand (dmoney) and
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EXTENDED ABSTRACT

INTRODUCTION

shadow economy is an integral part of the economic structure of any country,
which is always more common in countries with lower levels of development
than in developedones. A relatively large size of shadow economy will have
many negative effects on the economy as a whole because it absorbs resources
and labor from the formal economy, limits public resourcesandthe
effectiveness of policies, and distorts official statistics, as well as competition.
It will increase unfair competition against official companies that follow the
rules. Therefore, in order to prevent, identify and deal with this phenomenon,
the government must bear the costs. Considering that increasing military
expenditures with the security it creates inside each country causes the
injection of domestic and foreign capital into official sectors of the economy
and increases employment and GDP, as a result of the security caused by
increased costs in the military sector social order, economic prosperity, peace
of society, increasing creativity and innovation, progress and development of
society, access to modern and advanced facilities and equipment, and finally
reducing economic crime and underground and shadow activities in the
country will happen.

During the period under review, shadow economy as a percentage of GDP in
Iran has an upward trend with relatively low ups and downs and during this
35-year period has an average of 19.31 percent and the variable of military
spending as Percentage of GDP has a negative and significant effect on the
shadow economy in the period under study, ie for each unit of increase in
military spending shadow economy decreases by 0.134 percent.
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commodity groups which indicates that in the consumption basket of urban
households in Iran in 1396, there is not much variety of goods and services
so that goods or services can be substituted by changing prices. Also,
according to the results, food and drink, and building and different energies
groups are considered as essential goods for urban households. Healthcare
commodity group is a hormal goods and other commodity groups are luxury
goods.
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in eight commodity groups by applying Linear Expenditure System (LES)
and using econometrics method Seemingly Unrelated Regression (SUR)
during the years 1376 to 1396. In this system equations(SUR), first each
equation is estimated by OLS method and after obtaining residuals, is made
an estimate of variance-covariance matrix. Then the coefficients of the
equation are estimated by GLS method.

FINDINGS

Any increase in the income of urban households(after deducting the minimum
wage expenses) first leads to a higher demand for housing, fuel and lighting,
and then is allocated to other groups. In this way after the housing and energy
product groups, in order, the product groups of foods, transportation, other
goods, health care, clothing, home appliances, recreation and cultural affaires
have the highest priority for allocating the expenditures above the minimum
wage among urban households. Also the lowest share belongs to the group of
recreation, cultural affairs and education with the marginal cost share of 44%.

CONCLUSION

The results show that in the Iranian economy during the years 1376 to 1396,
on average, building group and types of energy(water, electricity, gas, etc)
with a coefficient of about %34 has the highest marginal propensity to
consume of minimum wage. After building group, commodity groups of food
and transportation with a coefficient of %19 and %15 respectively, are
allocated in the next priorities of propensity of households to allocate an
additional unit of their income to different groups of goods and services. So
over the last 20 years, these three commidity groups, contains about %70 of
the propensity of Iranian urban households to allocate surplus income.
Because Iran is known as a developing country, therefore this result is in
accordance with the realities of Iran s economy. Of course, with proper and
purposeful planning, it should be possible in the future, by resolving or
modifying these concerns, these results shifted in favor of other commodity
and service groups that are important for development and progress
(including education and health).

The results indicate that own-price elasticities are negative which
representing the governance of demand law on consumer goods' demand. In
other words, according to microeconomic theory by increasing the price of
good or service, assuming other conditions are constant, the amount of
demand for the good or service decreases. The results of cross-price
elasticities show that there is complementary relationship between
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EXTENDED ABSTRACT

INTRODUCTION

Examining houshold consumption expenditures and evaluating their behavior
in any economy has spcial importance which in addition to revealing the
result of the implementation of past policies, can be a roadmap for
government policies at the microeconomic level. Due to the diversification of
households' consumption and importance of how allocating the limited
income of household to different goods and services, so, investigating the
consumer behavior of households by estimating marginal propensity to over-
subsistence consumption for differentgoods and services and estimating
income and price elasticities, have special position in economic policies.
Therefore it is necessary to know the analysis of demand function and its
elasticities. In this regard, the purpose of this paper is to invesigate the
consumption behavior of urban households and examining the status of
different groups of goods, includind substitutes and complements to each
other.

METHODOLOGY
This research has been paid to estimate demand curve parameters and
calculating income and price elasticities of the Iranian consumption demand
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