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Investigating Economies of scale on rural Housing with Comparison of Income

Quarters

Abstract

In this study, the relationship between economies of scale and Housing was investigated among Iran’s
rural households. Economies of scale generally emphasizes on production, yet this phenomenon is
important and useful in consumption. Economies of scale in consumption means that with adding one
individual to household, consumption expenditure increases with a lower ratio. Economies of scale’s
importance in consumption is obvious in welfare economics. For this purpose, seemingly unrelated
regressions estimate (SURE) was applied to the data of 19786 households which participated in 2012’s
expenditure and income survey. Results showed that economies of scale exists for all quartiles, both in
food and housing and households benefit from this phenomenon. So that in clusters of food and housing,
this benefits respectively decrease and increase due to income reduction. The important point in results
is that economies of scale in housing cluster is more than food cluster because it’s private of its public
expenditure nature and this is also visible in all quartiles. Accordingly, in order to make welfare
improvement policies effective, emphasizing on housing cluster and supporting low-income
household’s housing has higher priority than emphasizing on food cluster.

Keywords: Economies of Scale, Housing, Seemingly Unrelated Regressions Estimate (SURE), rural
households, Iran
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