the Coast region spend more on Meat and Dairy than households in the Andean and
Amazon regions. Households in the Amazon region consume the most cereals. Moreover,
the proportion of children is observed to be the strongest determinant in consumption
choices. An increase in the proportion of children is associated with an increase in
expenditures on the Meats, Vegetables, Fruit, and Dairy groups.

3.6. Summary and Conclusions

This study examined food demand behavior of Ecuadorian households, via the
estimation of food demand elasticities and marginal effects for the general population. A
national demand system was estimated, as well as, separate sub-national systems for
urban and rural areas. The AIDS model was used to estimate all three demand systems.
Two-step estimation procedures are employed to isolate quality effects from unit values
and to account for the potential endogeneity of nominal expenditures. The two-step
estimation procedure from Shonkwiler and Yen (1999) is used to control for limited
response variables.

Our results showed negative own-price and positive expenditure elasticities for all
commodity groups. Most estimates are significant at the 5% level and present magnitudes
with reasonable ranges. Results from the urban and rural systems presented similar
expenditure elasticity estimates; although, substantial differences in own-, and cross-price
elasticity estimates were found at the sub-national level. These differences might be
explained by: 1) differences in tastes and cultural preferences, and 2) differences in the
food distribution system (rural households might obtain food from non-market sources).

Commodity specific policies, should account for such differences.
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For instance, the fact that most expenditure elasticities between urban and rural
households presented similar values suggests that food policy interventions that affect
income need not to be different between urban and rural populations. On the other hand,
differences found for own-price elasticities for major groups of consumption indicate the
necessity to differentiate policy interventions that differentially affect commodity prices
between urban and rural populations.

Potential research questions can be drawn from our marginal effect estimates. For
instance, households in the Amazon region spend less on the groups of Meats,
Vegetables, and Fruits than households in the Andean and Coast region, ceteris paribus.
Thus, a study could be conducted to examine the existence of nutritional deficiencies in
these groups for households located in the Amazon region.

The Ecuadorian national household survey provides enough information to
estimate demand elasticities for more disaggregated groups than those considered in this
study. For example, future research could focus on the estimation of demand elasticities
for subsistence commodities produced in Ecuador’s rural areas. Knowledge of cross-price
elasticities for these commodities would allow the conduction of welfare analyses for the
rural population (e.g., Tefera et al., 2012). Similarly, demand studies considering a higher
level of aggregation could be conducted to establish relationships between food
commaodities and other major groups of expenses such as clothing, education, housing,

etc. (e.g., Regmi and Seale, 2010).
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Table 3.1

Commodity groups’ composition and summary statistics

All population Urban Rural
CO{;?!L%‘Z'W Individual Food Commaodities in Original Survey Mean Mean Mean
Mean Total budget Level of Mean Total budget Level of Mean Total budget Level of
Expenditures share censoring  Expenditures share censoring  Expenditures share censoring
rice, barley rice, oat, noodles, crackers, broad bean flour,
Cereals & corn flour, plantain flour, wheat flour, machica, mote,
Bakery bread, quinoa, breakfast cereal, ripe plantain, green 6.06 20% 6% 5.54 18% 8% 7.19 26% 2%
plantain, potatoes, cassava
lamb, pork, beef, beef entrails, chicken, chicken breasts,
Meats & Eggs chicken giblets, sausage, ham, bologna sausage, sausage, 9.66 31% 4% 10.43 34% 5% 7.99 27% 3%
fresh fish, tuna, shrimp, shell, eggs
ulluco, beet, carrot, chard, garlic, peas, celery, broccoli,
white onion, red onion, yellow corn, cabbage,
Vegetables cauliflower, parsley, green bean, green broad bean, 2.55 8% 20% 243 7% 24% 2.82 9% 11%
lettuce, pickles, bell pepper, radish, tomato, green bean
shelf
bananas, lemon, small green orange, papaya, pineapple,
Fruits watermelon, tree tomato, grape, tangerine, apple, 3.55 12% 10% 3.79 12% 10% 3.02 10% 10%
passion fruit, honeydew, blackberry, orange
Dairy powdered milk, milk, cheese, yogurt 3.72 12% 13% 4.07 13% 11% 2.95 10% 19%
Fats & Oils ngitazlgle oil, pork fat, vegetable fat, margarine, butter, 132 5% 13% 121 4% 15% 156 6% 9%
Pulses dry peas, pearl lupin,dry bean, dry chickpea, dry broad 0.63 2% 48% 0.56 2% 52% 0.78 3% 39%
Meal i 0, 0, 0, () 0, 0,
complements sugar, cocoa, chocolate, panela, seasoning, salt 1.12 4% 22% 1.02 3% 26% 1.34 5% 13%
Nonalcoholic cqffee, water, mineral water, powdered juice, juice, soft 154 6% 26% 179 7% 2904 101 2% 35%
beverages drink
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Table 3.2

Descriptive statistics of socio-demographic characteristics

All pop. Urban™ Rural
Category Variable Std.
Mean Dev. Mean Std. Dev. Mean Std. Dev.
Continuous Variables
Family Size"" 417 1.91 3.97 1.74 4.60 2.17
Household
composition Proportion of males in the hh"f 0.50 0.22 0.50 0.23 0.52 0.20
Age of the head of the hh™™ 41.64 12.64 42.13 12.54 40.58 12.79
Proportion of members age <12 0.26 0.22 0.24 0.21 0.31 0.23
Proportion of members age >12-20" 0.16 0.20 0.16 0.20 0.17 0.20
Age composition of . o
the household Proportion of members age >21-40"" 0.33 0.25 0.34 0.26 0.30 0.23
Proportion of members age >41-60"" 0.19 0.26 0.20 0.27 0.16 0.24
Proportion of members age >60 0.06 0.18 0.06 0.18 0.06 0.19
Annual Income” 7052.91 9624.78  8378.96  10681.02  4163.93 5809.79
Total food expenditures (two-week period) 30.15 19.88 30.83 20.86 28.66 17.47
Dummy Variables (yes=1, no=0)
, At most elementary " 061 0.49 050 050 0.83 0.38
Edfe(}aetr'g:c:fvel Ofthe | At most high school ™ 0.25 0.44 031 0.46 013 0.34
person
College graduate 0.14 0.35 0.19 0.39 0.04 0.19
Sierra” 052 0.50 0.48 0.50 0.62 0.49
Region of Residence Coast™ 0.39 0.49 0.45 0.50 0.26 0.44
Amazon 0.09 0.28 0.07 0.25 0.12 0.33
Jan. to Mar.™ 0.25 0.43 0.22 0.42 0.29 0.45
Quarter in which the | Apr. to June™ 0.25 0.43 0.25 0.43 0.24 0.43
survey was collected | ;v 4 gt 0.26 0.44 0.28 0.45 0.22 0.42
Oct. to Dec. 0.25 0.43 0.25 0.43 0.24 0.43
Head of the household is male"" 0.85 0.36 0.82 0.38 0.89 0.31
Head of the hh works in an agric. activity"' 0.21 0.41 0.06 0.23 0.56 0.50

Note: There were 5,654 observations (68%) from urban areas and 2,604 (32%) observations from rural areas
*Refers to demographic variables used to obtained quality-corrected unit values.
" Refers to demographic variables used in the PROBIT model.

* Refers to demographic variables used in the AIDS model.
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Table 3.3
Summary statistics for log unit values and log quality-corrected unit values for uncensored observations

Commodity Groups Log Unit Values Log Quality-Corrected Unit Values
Mean Std. Dev. Min Max Mean Std. Dev. Min Max
Cereal & Bakery -0.467 1.266 -6.694 8.006 -0.467 0.545 -3.161 2.238
Meats & Eggs 0.952 0.587 -1.292 7.601 0.952 0.198 -0.026 4554
Vegetables -0.232 1.028 -7.435 6.908 -0.232 0.543 -2.161 3.681
Fruits 0.849 2.416 -5.324 7.601 0.849 1.766 -2.615 6.908
Dairy -0.150 1.215 -6.271 9.105 -0.150 0.587 -1.998 7.244
Fats & Qils 0.407 0.805 -2.299 9.393 0.407 0.249 -0.664 2.349
Pulses 0.108 0.592 -5.076 8.006 0.108 0.291 -3.434 1.574
Meal complements -0.360 1.087 -5.815 8.006 -0.360 0.368 -2.237 1514
Nonalcoholic beverages g 37 1.816 -5.425 8.294 -0.372 0.622 -2.470 4314
Table 3.4
Test of the demand restrictions
Estimated demand Restriction Test type Value of Probability of rejecting
system Tested P the Statistic the null hypothesis
Full sample Adding-up Wald 694.74 <.0001
Symmetry Wald 400.31 <.0001
Urban population Adding-up Wald 1091.00 <.0001
Symmetry Wald 369.47 <.0001
Rural Populations Adding-up Wald 809.79 <.0001
Symmetry Wald 103.35 <.0001
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Table 3.5

Uncompensated price and expenditure elasticities, full sample

Prices
S:r?]r;tr:g;d CBereaI & Meats & Vegetables Eruit Dairy Fat_s & Pulses Meal Nonalcoholic Expenditure
akery Eggs Oils complements beverages
Cereal & 0.7804%*  03603**  0.0852%%  00931** 01564  00237**  00269**  0.0197* 0.0671%* 0.948%*
Bakery (0.0326)  (0.036)  (0.0124)  (0.0107)  (0.0156)  (0.009)  (0.0069) (0.0091) (0.0068) (0.0315)
Meats & 0.2229%*  0.6888**  00367**  0.301**  01204**  00548%*  0.0244**  0.041%* 0.0504%* 0.999%*
Eggs (0.0239) (0.03) (0.0105)  (0.0072)  (0.0122)  (0.0101)  (0.0079) (0.0081) (0.0055) (0.0291)
Vegetables 018417 OILI3M 07342 01027 00579 0.0025 0.0114 0.042%+ 0.0644%* 1.1581%*
(0.0353)  (0.0488)  (0.0296)  (0.0126)  (0.0239)  (0.0162)  (0.0123) (0.0143) (0.0115) (0.0741)
it 0.1468**  0.3305%*  00725%%  0.8827**  01181**  00561**  -0.0001 0.04%* 0.0658** 1.044%
(0.0263)  (0.0206)  (0.0119)  (0.0133)  (0.0157)  (0.0075)  (0.0065) (0.0084) (0.0054) (0.0677)
Dairy 0.2476%%  03100%* 00484  0.1172%%  -0.8647**  0.0203**  0.0323**  0.0404** 0.0516** 0.9871%
(0.0244)  (0.029)  (0.0128)  (0.0093)  (0.0209)  (0.0119)  (0.0108) (0.0106) (0.008) (0.0323)
Fasgoils 010737 03643 00189 01415 00788  -0.7198"  -0.0669 -0.0185 0.0985** 0.9950%*
(0.0368)  (0.0588)  (0.0238)  (0.0114)  (0.0306)  (0.0654)  (0.0371) (0.0303) (0.0155) (0.0649)
Dulses 02812%%  04218%  00771*  00425%%  02071**  -0.132  -0.9498** 00869 0.0600%* 0.0044%+
(0.0586)  (0.0994)  (0.0383)  (0.0226)  (0.0578)  (0.0826)  (0.0526) (0.0476) (0.029) (0.1161)
Meal 0.1166**  03523*  01017**  0.317%*  0135**  -0.0216 0.0459 10.8191%* 0.0489%* 0.9086**
complements o oase)  (0.0621)  (0.028)  (0.0168)  (0.0333)  (0.0381)  (0.0271) (0.0479) (0.0176) (0.0894)
Nonalcoholic ~ 0.2053**  0.2078**  00864**  01247%%  01014**  0.072%*  00155* 0.028%* 0.9487%%  1.0176%*
beverages (0.0198)  (0.0231)  (0.0119)  (0.0071)  (0.015)  (0.0118)  (0.0101) (0.0111) (0.0101) (0.0289)

Note: Standard errors in parentheses.

* Denotes significance at the 10% level.
** Denotes significance at the 5% level
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Table 3.6

Uncompensated price and expenditure elasticities from Criollo (1994)

Prices
Quantity Demanded Cergals Meats & Eresh Eresh Dairy & Fats & Pulses & Sugar & Coffee & Expenditure
pf;dg(;ts pr:gl;cts Vegetables Fruits Eggs Oils pr;)gl;cts Seasonings  Drinks

Cereals & by-

products -1.32 -1.55 -0.50 -0.61 -1.05 -0.30 -0.08 -0.31 -0.50 0.32
Meats & by-products -1.77 -3.00 -0.78 -0.96 -1.64 -0.57 -0.13 -0.49 -0.78 0.95
Fresh Vegetables -1.55 -2.13 -1.00 -0.84 -1.44 -0.50 -0.11 -0.43 -0.69 0.52
Fresh Fruits -1.75 241 -0.78 -1.37 -1.63 -0.57 -0.13 -0.49 -0.78 0.69
Dairy & Eggs -1.79 -2.47 -0.79 -0.97 -2.21 -0.58 -0.13 -0.50 -0.79 0.90
Fats & Oils -1.80 -2.48 -0.80 -0.98 -1.67 -0.58 -0.64 -0.50 -0.80 0.25
Pulses & by-products -0.91 -1.25 -0.40 -0.49 -0.84 -0.44 -0.07 -0.25 -0.40 0.85
Sugar & Seasonings -0.84 -1.15 -0.37 -0.45 -0.78 -0.27 -0.06 -0.37 -0.37 0.22
Coffee & Drinks -1.72 -2.37 -0.76 -0.93 -1.60 -0.56 -0.12 -0.48 -1.37 1.01
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Table 3.7

Uncompensated price and expenditure elasticities, urban sample

Prices
S:r?]r;tr:g;d Cereal & Meats & Vegetables Eruit Dairy Fat_s & Pulses Meal Nonalcoholic Expenditure
Bakery Eggs Oils complements beverages
Cereal & 0.7597%%  -0.1967**  0.0798%*  -0.0798**  -0.0195** 00366  0.0211%* 0.0074 0.0175%* 0.9664%*
Bakery (0.0611)  (0.0726)  (0.0214)  (0.0235)  (0.0373)  (0.0172)  (0.0111) (0.0155) (0.0204) (0.0416)
Meats & 01084 0.9374% 00655  0.0623**  00418%*  00242** 00201  -0.0083** 0.0171% 0.9904%+
Eggs (0.038)  (00755)  (0.017)  (0.0146)  (0.0334)  (0.0186)  (0.012) (0.0159) (0.0194) (0.0317)
Vegetables 01811 03317 06793 01138  00%5* 01008 -0.0179 0.0732%+ 0% 1.0446%
(0.0567)  (0.0852)  (0.0417)  (0.0232)  (0.049)  (0.025)  (0.0185) (0.0212) (0.026) (0.0835)
it 01337¢ 0138 00695  -0.9942**  -0.0091**  00028**  -0.0025  -0.0150**  -0.0002** 10935
(0.0396)  (0.0517)  (0.0163)  (0.0246)  (0.0287)  (0.0106)  (0.0071) (0.0105) (0.0146) (0.0758)
Dairy 0.0332¢%  0.0952%%  -0.0264**  0.0021**  -09902**  -0.024*  00133* -0.0156 0.0357 1.0145%
(0.0486)  (0.0849)  (0.0243)  (0.0228)  (0.0581)  (0.0207)  (0.0148) (0.0194) (0.0246) (0.0465)
Fasg ol 01373 04734 01475 00L71% 0067 08227 0.0649 -0.1066 0.0336** 0.9921%
(0.0653)  (0.1349)  (0.0367)  (0.0225)  (0.0593)  (0.1041)  (0.0698) (0.0453) (0.0383) (0.0902)
Dulses 0.19%* 0.325 00557 00019  01026** 01562  -100B5**  0.0766 0.0762 0.9363*
(0.0987)  (0.2064)  (0.063)  (0.0346)  (0.0977)  (0.1674)  (0.1269) (0.0867) (0.0549) (0.1456)
Meal 0.0541*  -0.0354**  0.563**  -0.0245**  0.0358  -0.1329 0.0427 10.8931%* 0.0124* 0.8562%*
complements o 749)  (0.1514)  (0.0414)  (0.0289)  (0.0719)  (0.0587)  (0.0472) (0.0772) (0.0479) (0.1084)
Nonalcoholic ~ 0.0337%%  00712*%*  00037**  -0.0023**  -00574  00196**  -0.0198 0.0011 1.0409%%  0.9911%*
beverages (0.0464)  (0.0832)  (0.0228)  (0.022)  (0.0427)  (0.0239)  (0.0142) (0.0227) (0.0358) (0.0417)

Note: Standard errors in parentheses.

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 3.8

Uncompensated price and expenditure elasticities, rural sample

Prices
ggggﬂmd C;real & Meats & Vegetables Eruit Dairy Fat_s & Pulses Meal Nonalcoholic Expenditure
akery Eggs Qils complements beverages
Cereal & LL.0371%*  01261%*  -0.0018%*  -0.0005%*  -0.0042%%  -0.0246**  00038**  -0.0212%* 0.0132%* 0.9462%*
Bakery (0.0309)  (0.0367)  (0.014)  (0.0098)  (0.0111)  (0.0109)  (0.0071) (0.0119) (0.0075) (0.0639)
Meats & 0.4102%%  -1.0741%  -00273**  -0.0098**  00111**  -0.0163**  00186**  0.0089** 00101%*  0.9889*
Eggs (0.0283)  (0.0434)  (0.0159)  (0.009)  (0.0126)  (0.0142)  (0.0085) (0.0131) (0.0079) (0.0621)
Vegetables  O0B3* 01277 09561 00273 00219 00065 -0.0053* 0.0164 00105 1.1667*
(0.0422)  (0.0506)  (0.0336)  (0.0143)  (0.0168)  (0.0196)  (0.0109) (0.0198) (0.0101) (0.0947)
Eruit 001%  -00239%*  00407**  -10153**  00046**  00018%*  -0.0057**  00192%* 0.0043%* 0.9844%+
(0.0342)  (0.0389)  (0.0202)  (0.014)  (0.0129)  (0.0115)  (0.0088) (0.0111) (0.0079) (0.0914)
Dairy 0.0192%*%  00247**  -0.0066**  0.0032**  -09908**  -0.0108**  00107**  0.0003** -0.0007%* 0.998**
(0.0255)  (0.0274)  (0.0136)  (0.0084)  (0.0152)  (0.0122)  (0.011) (0.0132) (0.0085) (0.0342)
Fatsgoils 01066 -00636™ 002874 000517  -00168™  -06738** 00928 -0.055 0.0125%* 0.9623**
(0.0373)  (0.0606)  (0.0288)  (0.0124)  (0.0218)  (0.082)  (0.0243) (0.0396) (0.0146) (0.0077)
Pulses 0.0135%*  01418**  -00018**  -0.0199**  00346**  -0.1715  -09919**  -0.0145 -0.0016* 1.0114%*
(0.0552)  (0.0757)  (0.0303)  (0.0199)  (0.0365)  (0.0475)  (0.0342) (0.0341) (0.0211) (0.1165)
Meal 0.1385%*  00205%*  -00183**  0.0281**  -00058** 00708  -0.0111  -0.8706**  -0.0091**  1.0756**
complements o ass)  (0.0707)  (0.0336)  (0016)  (0.0288)  (0.0473)  (0.0214) (0.068) (0.0155) (0.1396)
Nonalcoholic ~ 0.0513**  -0.0607%*  -0.0101**  0.0056**  -0.0232**  00122**  -0.0014**  -0.0078**  -0.9863**  1.0203**
beverages (0.0351)  (0.0455)  (0.0193)  (0.0134)  (0.0185)  (0.0186)  (0.0138) (0.017) (0.0148) (0.057)

Note: Standard errors in parentheses.

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 3.9

Estimated marginal effects, full sample

Education head of hh

Region Quarter
Quantities Age of ;
geo - At most Proportion
Demanded  peqaq of the F&;:Tz]ély el/:\r;g(:esitr high Sierra Coast J&né:o A:]er']:O Jgely tt 0 members
hh y school ' pt. <12
Cereal & 0.21 -0.06%* 1.07% 0.01 3.39%* 5.40%* 0.16 0.33 0.96 4.33%*
Bakery (0.24) (0.02) (0.42) (0.36) (0.81) (0.75) (0.44) (0.40) (0.43) (.17)
Meats & 0.60%* 0.07** 0.97 0.39 1.53* 2.80% -1.03%* -0.48 -1.09* 3.99%*
E
998 (0.23) (0.03) (0.57) (0.62) (1.08) (1.05) (0.51) (0.48) (0.52) (1.38)
-0.02 0.02%* 0.57%% 0.13 0.81%* 0.83** 0.08 0.01 -0.44 0.94%+
Vegetables
(0.09) (0.01) 0.22) (0.20) (0.40) (0.35) (0.20) (0.18) (0.20) (0.62)
Eruit 0.13 0.05%* 0.82%* 0.23 1.40 0.76 0.76%* -0.02 0.83** 2.68**
(0.10) (0.02) 0.32) (0.31) (0.63) (0.63) (0.24) (0.24) (0.26) (0.90)
Dai -0.04 0.02%* 1.82%% -0.80%* 1.33% 1.85% 0.45* 0.35 0.00 1.63%
airy
0.07) (0.01) 0.32) ©03) (0.43) (0.45) (0.18) (0.19) (0.19) (0.66)
Fats & Oils 0.06 0.00 0.82%* 0.30 0.45 0.64 0.06 -0.06 -0.20 0.61
0.07) (0.01) (0.19) 0.12) (0.23) (0.28) (0.09) (0.08) (0.09) (0.47)
-0.06 0.00 0.42%* 0.13 0.11 -0.02 0.13 -0.08 017 0.25
Pulses
(0.05) (0.01) (0.13) (0.13) (0.20) (0.23) (0.14) (0.13) (0.13) (0.54)
Meal 012 -0.01 0.35% 0.07 031 047 0.08 0.02 0.12 -0.30
lement
COmPIEMENTS 4,06 (0.01) (0.19) (0.10) (0.18) (0.25) (0.10) (0.09) (0.08) (0.36)
Nonalcoholic 0.08 0.00 -0.04 0.05 0.15 1.10% 0.12 0.06 013 -0.46
beverages
(0.04) (0.01) (0.18) (0.15) (0.26) (0.34) (0.12) (0.12) (0.12) (0.36)

Note: Standard errors in parentheses.
* Denotes significance at the 10% level.
** Denotes significance at the 5% level.

78



Table 3.10
Estimated marginal effects, urban sample

Education head of hh

Region Quarter
Quantities Age of ;
ge o . At most Proportion
Demanded  pead of the Fz;\:?ély eI/eAr;g\(;esat high Sierra Coast J:Ané,:to A‘]purr.];o Jgely tt 0 members
hh ry school ' pt. <12
Cereal & 0.08 -0.06%* 2.07%* 0.03 0.85 127 0.73 1.60 1.73 -4.69%
Bakery (0.50) (0.02) (0.54) (0.41) (1.05) (1.00) (0.58) (0.56) (0.59) (1.43)
Meats & 1.10* 0.05 -1.59 -0.30 1.57 2.52% -0.85 -0.45 -1.05 1.63
E
998 (0.81) (0.04) ©.77) (0.75) (131) (1.14) (0.75) 0.72) (0.84) (2.18)
0.04 0.02* 0.06 0.17 -1.03 -0.80 -0.03 034 -0.44 0.54
Vegetables
(0.47) (0.01) (0.35) (0.25) (0.43) (0.33) (0.25) (0.23) (0.27) (0.64)
Fruit 0.67 0.06%* -0.97% 037 1.38 0.10 -0.65* -0.04 0.44 2.64
(0.38) (0.02) (0.42) (0.41) (0.75) (0.62) (0.33) (0.33) (0.36) (1.13)
Dai -0.49 0.02 1.76% 023 024 0.13 0.28 -0.19 012 3.28
airy
(0.22) (0.04) 0.73) (0.37) (0.59) (0.49) (0.31) (0.32) (0.29) (2.60)
Fats & Oils 0.19 0.00 0.66 0.24 -0.16 -0.04 -0.10 -0.26 -0.35 0.38
(0.24) (0.01) (0.39) (0.23) (0.25) (0.20) (0.14) (0.13) (0.14) 0.71)
0.03 0.00 0.34* 0.17 -0.49 028 -0.05 025 -0.28 0.13
Pulses
(0.18) (0.02) (0.14) (0.14) (0.19) (0.24) (0.18) (0.16) (0.14) (0.92)
Meal 0.22 -0.02 0.21 0.06 -0.30 -0.36 0.22 0.21 0.16 -0.67
lement
COMPIEMENtS = 4 44) (0.02) (0.97) (0.20) (0.28) (0.67) (0.58) (0.49) (0.36) (150)
Nonalcoholic 0.10 0.00 0.39 0.16 -0.26 0.57 0.01 -0.10 -0.19 -0.73%
beverages
g (0.13) (0.01) (0.28) (0.23) (0.44) (0.52) (0.26) (0.23) (0.21) (0.58)

Note: Standard errors in parentheses.
* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 3.11

Estimated marginal effects, rural sample

Education head of hh

Region Quarter
Quantities Age of ;
ge o Proportion
Demanded  peadofthe  Family size el/:\r;g(:esitr hiA; Tc?i;tol Sierra Coast J&né:o A:]er']:O Jgely tt 0 members
hh y hig ' pt <12
Cereal & 0.26 0.00 1.25 0.29 -1.02 -3.18 -0.45 -0.51 -0.96 -0.98
Bakery (2.83) (0.13) (13.84) (13.72) (4.84) (3.28) (7.57) (6.99) 8.21) (14.95)
Meats & -0.08 0.01 -0.98 -0.01 -1.50 -1.10 -0.23 -0.45 0.32 0.48
E
998 (1.00) (0.28) (56.64) (54.11) (6.70) (7.06) (3.49) (3.35) (1.80) (19.89)
0.04 0.04 037 -1.04 383 432 -0.18 0.15 -0.23 2.27
Vegetables
(154) (0.49) (123.82) (126.66) (29.73) (26.78) (8.93) (5.10) (4.44) (16.32)
Eruit -0.08 -0.01 -0.46 0.36 021 -0.64 -0.53 -0.06 0.85 -0.93
(0.56) (0.18) (60.26) (56.99) (5.89) (10.23) (6.03) (2.14) (3.93) (9.62)
Dai -0.06 0.04 -1.99 127 1.42 2.43 041 0.48 0.39 1.52
airy
(0.42) (0.21) (51.00) (49.70) (7.47) (16.60) .13) (3.26) 2.70) (6.10)
Fats & Oils 0.02 0.00 0.36 0.07 0.24 0.23 0.01 -0.08 -0.25 0.58
(0.59) (0.12) (8.81) (8.95) (8.06) (12.86) (0.88) (4.19) (L.44) ©.12)
0.03 0.01 0.40 0.25 0.16 0.83 0.07 0.17 0.11 0.34
Pulses
(0.24) (0.67) (1.20) 8.07) (13.88) (42.24) @.72) (7.04) (13.72) (27.25)
Meal -0.03 0.00 0.86 0.45 022 -0.19 0.02 0.02 007 0.55
lement
COMPIEMENTS 1 39) (0.24) (9.30) (9.23) (1353) (20.34) (3.22) (3.28) (4.04) (7.49)
Nonalcoholic -0.02 -0.01 -0.13 -0.07 0.27 1.47 0.25 0.46 0.05 -0.25
beverages
9 0.27) (0.06) (4.52) (3.82) (4.84) (12.31) (0.55) (2.46) (0.88) (2.85)

Note: Standard errors in parentheses.

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Appendices

Appendix 3.1. Derivation of demand elasticities and marginal effects for the
censored AIDS demand model

Marshallian demand elasticities

The uncompensated censored AIDS demand equation as defined in (17) is given by
wj = {ﬁi(a; + X100z + Xk Vi logpy + Bi log{x/P}) + 6,0+ &, (a)
o 1
where logP = a, + Zk(ak + X0, 01 Zz) logpy + EZj Yk Y logpy logp;.

Taking the derivative of the preceding equation with respect to log p;, we obtain:

wi  _ & _ p 0logP”
where
dlogP* _ o M N
ologp; a; + =1 01z + Dk=1 Yji log pk. ©)

Thus, substituting (b) into (c) we get

aWi

dlogp; 2 (yif = Bilay + XLy 0z + Xi=1¥jic log Pk)), (d)

moreover, since

ow; dlogw; dlog Q; _
dlogp; =W dlogp; = Wi (alogpj wj + 6” ! )
. . dlog Q; .
we can substitute (e) into (d) and solve for Fogp: to get:
J
dlogQ; _ ¥;

o M N
dlogp;  wi (Vij - ﬁi(a’j + 121072 + Xg=1Vjk log Pk)) +w; — 6.

which is our estimated equation for uncompensated own-price and cross-price elasticities

as specified in (18).
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Expenditure demand elasticities

Taking the derivative of equation (a) with respect to log x gives us:

ow
6logx -

®; B, ()

moreover, since

ow; dlogw; (alogQi _ )
dlogx Wi dlogx w dlogx 1), )
we can introduce (g) into (f) and solve for ng such as:

dlogQ; _ &;
——=—0+1
dlogx  w; pi+

which is our expression for expenditure demand elasticity as defined in (19).

Marqinal effects

As stated earlier, the derivation for marginal effects is dependent on whether the socio
demographic variable appears only in the probit equation or in both, probit and AIDS

equations. Thus, for a given socio-demographic variable g;that is mutually present in the

probit and AIDS equation, the derivative of equation (a) with respect to g; is given by:
aw; ~ o

a:/, = [¢i * Pij * (a’j + X1, 00z 4+ YR=1 Vir log py + Bilog (%)) + (Uij -

Bi Yi=10k;log D) * 51] + & % (5:9;) * by * Pij » (h)
since prices and total expenditures are independent of demographic characteristics, then

aWi _ 1 axi
dgj xadgj

(i)

substituting equation (i) into (h) and solving for we get:
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(%Cj =x ([431 * Pij * (ajo + 3N 00z + Xh_1 Vi logmy + B log (%)) + (Uij -

Bi Xh=1 ok jlogmy) ‘51'] + 6 * (8:P;) * i * Pij)

which corresponds to our estimated equation for marginal effects described in (20).
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Appendix 3.2. Parameter estimates for the estimated systems of equations.

Table 3.12
Parameter estimates for the estimated AIDS demand systems
Parameter Full Sample Urban Sample Rural Sample
Estimate Std. dev. Estimate Std. dev. Estimate Std. dev.

al 0.4943** 0.0780 0.422** 0.0849 0.3027** 0.1255
a2 0.1464 0.0900 0.1101 0.0937 0.4477** 0.1199
a3 0.0209 0.0302 0.0942 0.0438 -0.0897 0.0503
a4 0.0218 0.0536 -0.0537 0.0583 0.2005** 0.0696
a5 0.1274** 0.0329 0.2013** 0.0473 0.0379 0.0366
a6 0.0127 0.0264 0.0119 0.0326 0.0280 0.0307
a7 0.0409 0.0246 0.0300 0.0266 -0.0093 0.0276
a8 0.0876** 0.0234 0.1133** 0.0262 0.0399* 0.0342
a9 0.048** 0.0272 0.071** 0.0420 0.0423 0.0289
bl -0.0107 0.0065 -0.0060 0.0074 -0.0143 0.0170
b2 -0.0003 0.0095 -0.0034 0.0111 -0.0031 0.0171
b3 0.0127** 0.0059 0.0033 0.0061 0.0160 0.0091
b4 0.0053 0.0082 0.0119 0.0097 -0.0017 0.0097
b5 -0.0017 0.0043 0.0021 0.0066 -0.0002 0.0040
b6 -0.0002 0.0035 -0.0004 0.0044 -0.0024 0.0062
b7 -0.0024 0.0029 -0.0013 0.0030 0.0004 0.0041
b8 -0.0040 0.0039 -0.0054 0.0041 0.0041 0.0077
b9 0.0013 0.0022 -0.0008 0.0035 0.0011 0.0030
gl1l 0.0006 0.0064 0.0417** 0.0106 -0.0144 0.0078
g12 0.0062 0.0071 -0.0371** 0.0128 0.0294* 0.0078
g13 0.0016 0.0025 0.0139* 0.0037 -0.0010 0.0034
gl4 -0.0056** 0.0024 -0.0146** 0.0043 -0.0016 0.0027
g15 0.0054 0.0030 -0.0043 0.0066 -0.0023 0.0027
g16 -0.0052** 0.0018 -0.0068 0.0030 -0.0075* 0.0026
g17 0.0013 0.0014 0.0036** 0.0019 0.0006 0.0019
g18 -0.0048** 0.0019 0.0009 0.0027 -0.0063** 0.0028
g19 0.0004 0.0013 0.0027 0.0037 0.0030 0.0019
g21 0.0062 0.0071 -0.0371** 0.0128 0.0294* 0.0078
g22 -0.0013 0.0098 0.0207 0.0258 -0.0213 0.0101
g23 -0.0125** 0.0034 -0.0231** 0.0059 -0.0076 0.0041
g24 0.0046* 0.0025 0.0215** 0.0055 -0.0030 0.0030
g25 -0.0010 0.0036 0.0141 0.0117 0.0028 0.0031
g26 0.0026 0.0031 0.0083 0.0064 -0.0047 0.0036
g27 0.0020 0.0025 -0.0071 0.0042 0.0050 0.0023
g28 0.0004 0.0025 -0.0031 0.0055 0.0023 0.0032
g29 -0.0009 0.0017 0.0057 0.0068 -0.0029 0.0021
g3l 0.0016 0.0025 0.0139* 0.0037 -0.0010 0.0034
g32 -0.0125** 0.0034 -0.0231** 0.0059 -0.0076 0.0041
g33 0.0159** 0.0024 0.0236** 0.0030 0.0048 0.0033
g34 -0.0001 0.0013 -0.0081** 0.0019 0.0043* 0.0020
g35 -0.0037** 0.0017 -0.0036 0.0035 -0.0008 0.0015

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 2.13

Continued
Parameter Full Sample Urban Sample Rural Sample
Estimate Std. dev. Estimate Std. dev. Estimate Std. dev.

g36 -0.003* 0.0013 -0.0072** 0.0018 0.0017 0.0017
g37 -0.0001 0.0009 -0.0012 0.0013 -0.0001 0.0010
g38 0.0010 0.0012 0.0055** 0.0015 -0.0009 0.0018
g39 0.0009 0.0009 0.0003 0.0019 -0.0005 0.0010
g41 -0.0056** 0.0024 -0.0146** 0.0043 -0.0016 0.0027
g42 0.0046* 0.0025 0.0215** 0.0055 -0.0030 0.0030
g43 -0.0001 0.0013 -0.0081** 0.0019 0.0043* 0.0020
g44 0.0006 0.0020 0.0015 0.0035 -0.0018 0.0021
g45 0.0000 0.0013 0.0004 0.0033 0.0004 0.0011
946 0.0014 0.0007 0.0008 0.0012 0.0001 0.0010
g47 -0.002** 0.0007 0.0000 0.0008 -0.0007 0.0009
g48 0.0004 0.0009 -0.0013 0.0012 0.0020 0.0013
g49 0.0008 0.0006 -0.0002 0.0019 0.0004 0.0008
g51 0.0054 0.0030 -0.0043 0.0066 -0.0023 0.0027
g52 -0.0010 0.0036 0.0141 0.0117 0.0028 0.0031
g53 -0.0037** 0.0017 -0.0036 0.0035 -0.0008 0.0015
g54 0.0000 0.0013 0.0004 0.0033 0.0004 0.0011
g55 0.0014 0.0027 0.0017 0.0082 0.0010 0.0017
g56 -0.0024 0.0015 -0.0033 0.0029 -0.0013 0.0014
g57 0.0018 0.0014 0.0019 0.0021 0.0012 0.0013
g58 0.0000 0.0014 -0.0021 0.0028 0.0000 0.0015
g59 -0.0015* 0.0011 -0.0049* 0.0036 -0.0011 0.0009
g61 -0.0052** 0.0018 -0.0068 0.0030 -0.0075* 0.0026
g62 0.0026 0.0031 0.0083 0.0064 -0.0047 0.0036
g63 -0.003* 0.0013 -0.0072** 0.0018 0.0017 0.0017
g64 0.0014 0.0007 0.0008 0.0012 0.0001 0.0010
g65 -0.0024 0.0015 -0.0033 0.0029 -0.0013 0.0014
g66 0.0125** 0.0034 0.0086 0.0050 0.0205** 0.0050
g67 -0.0046** 0.0020 0.0032 0.0034 -0.0059** 0.0016
g68 -0.0031** 0.0016 -0.0052 0.0022 -0.0036 0.0024
g69 0.0019 0.0008 0.0016 0.0020 0.0007 0.0009
g71 0.0013 0.0014 0.0036** 0.0019 0.0006 0.0019
g72 0.0020 0.0025 -0.0071 0.0042 0.0050 0.0023
g73 -0.0001 0.0009 -0.0012 0.0013 -0.0001 0.0010
g74 -0.002** 0.0007 0.0000 0.0008 -0.0007 0.0009
g75 0.0018 0.0014 0.0019 0.0021 0.0012 0.0013
g76 -0.0046** 0.0020 0.0032 0.0034 -0.0059** 0.0016
g77 0.0007 0.0013 -0.0002 0.0026 0.0003 0.0012
g78 0.0010 0.0011 0.0015 0.0018 -0.0005 0.0012
g79 -0.0002 0.0007 -0.0017 0.0012 0.0000 0.0007
g8l -0.0048** 0.0019 0.0009 0.0027 -0.0063** 0.0028

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 2.13

Continued
Parameter Full Sample Urban Sample Rural Sample
Estimate Std. dev. Estimate Std. dev. Estimate Std. dev.
g82 0.0004 0.0025 -0.0031 0.0055 0.0023 0.0032
g83 0.0010 0.0012 0.0055** 0.0015 -0.0009 0.0018
g84 0.0004 0.0009 -0.0013 0.0012 0.0020 0.0013
985 0.0000 0.0014 -0.0021 0.0028 0.0000 0.0015
g86 -0.0031** 0.0016 -0.0052 0.0022 -0.0036 0.0024
g87 0.0010 0.0011 0.0015 0.0018 -0.0005 0.0012
g88 0.0059** 0.0020 0.0037 0.0029 0.0073** 0.0034
989 -0.0008 0.0008 0.0000 0.0019 -0.0004 0.0009
g91 0.0004 0.0013 0.0027 0.0037 0.0030 0.0019
992 -0.0009 0.0017 0.0057 0.0068 -0.0029 0.0021
g93 0.0009 0.0009 0.0003 0.0019 -0.0005 0.0010
994 0.0008 0.0006 -0.0002 0.0019 0.0004 0.0008
g95 -0.0015* 0.0011 -0.0049* 0.0036 -0.0011 0.0009
g96 0.0019 0.0008 0.0016 0.0020 0.0007 0.0009
997 -0.0002 0.0007 -0.0017 0.0012 0.0000 0.0007
g98 -0.0008 0.0008 0.0000 0.0019 -0.0004 0.0009
g99 -0.0007 0.0008 -0.0035 0.0031 0.0008 0.0008
z11 -0.0014 0.0073 -0.0122 0.0154 0.0064 0.0055
z12 -0.0023** 0.0007 -0.0027** 0.0007 -0.0002 0.0010
z13 0.0323** 0.0143 0.0626** 0.0173 0.0420 0.0323
z14 -0.0023 0.0125 -0.0037 0.0132 0.0086 0.0393
z15 -0.1271** 0.0265 0.0121 0.0304 -0.0401 0.0549
z16 -0.1846** 0.0252 -0.0392** 0.0293 -0.114* 0.0575
z17 0.0090 0.0143 0.0315 0.0179 -0.0161 0.0200
Z18 0.0127 0.0133 0.0545 0.0173 -0.0170 0.0223
719 0.0348 0.0142 0.0609 0.0185 -0.0330 0.0259
Z110 -0.1542** 0.0395 -0.1745** 0.0445 -0.0315 0.0558
z21 0.0085* 0.0066 0.0217** 0.0119 -0.0042 0.0043
722 0.0016* 0.0007 0.0011 0.0009 -0.0003 0.0008
223 -0.0348 0.0160 -0.0549 0.0204 -0.0364 0.0296
724 0.0097 0.0170 -0.0129 0.0190 -0.0009 0.0358
225 0.0396 0.0336 0.0449 0.0332 -0.0609 0.0547
726 0.0919** 0.0327 0.0867** 0.0323 -0.0491 0.0552
227 -0.0259* 0.0139 -0.0209 0.0187 -0.0020 0.0155
728 -0.0115 0.0123 -0.0107 0.0171 -0.0116 0.0173
Z29 -0.0280 0.0139 -0.0256* 0.0166 0.0136 0.0194
7210 0.0971* 0.0400 0.0438 0.0442 -0.0270 0.0507
z31 -0.0027 0.0026 0.0043 0.0049 0.0017 0.0018
232 0.0005** 0.0002 0.0007** 0.0003 0.0007 0.0004
z33 0.0168* 0.0069 0.0032 0.0079 -0.0090 0.0113
234 0.0033 0.0063 0.0067 0.0073 -0.0253 0.0136

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 2.13

Continued
Parameter Full Sample Urban Sample Rural Sample
Estimate Std. dev. Estimate Std. dev. Estimate Std. dev.

z35 0.0211** 0.0103 -0.0343 0.0121 0.0893** 0.0193
236 0.0257** 0.0109 -0.0281 0.0111 0.1134** 0.0208
z37 0.0042 0.0061 -0.0019 0.0080 0.0074 0.0068
Z38 0.0001 0.0057 -0.0123 0.0077 0.0088 0.0082
Z39 -0.0143 0.0060 -0.0165 0.0080 -0.0024 0.0077
Z310 0.0266* 0.0152 0.0180 0.0217 0.0509 0.0252
741 0.0000 0.0029 0.0027 0.0055 -0.0025 0.0022
742 0.0008 0.0004 0.0014* 0.0006 -0.0009 0.0005
z43 -0.0223** 0.0087 -0.026** 0.0109 -0.0127 0.0157
z44 -0.0044 0.0078 -0.0046 0.0097 0.0124 0.0225
z45 0.0306 0.0193 0.0362 0.0166 -0.0161 0.0287
746 0.0044 0.0194 -0.0059 0.0147 -0.0398 0.0339
z47 -0.0152** 0.0059 -0.0154 0.0089 -0.0114* 0.0090
748 -0.0028 0.0063 -0.0039 0.0082 -0.0027 0.0107
Z49 0.0232** 0.0073 0.0110 0.0090 0.0250 0.0128
Z410 0.0410 0.0230 0.0744* 0.0275 -0.0540 0.0306
z51 -0.0011 0.0025 -0.0192** 0.0057 -0.0009 0.0014
z52 0.0000 0.0003 0.0001 0.0004 0.0009** 0.0003
z53 -0.0525** 0.0098 -0.0494** 0.0119 -0.0462** 0.0211
z54 -0.0247** 0.0092 -0.0061 0.0102 -0.0227 0.0230
z55 0.0316** 0.0114 -0.0123 0.0182 0.0322** 0.0131
756 0.0472** 0.0120 0.0044 0.0154 0.0459** 0.0181
z57 0.0143 0.0058 0.0107 0.0101 0.0073* 0.0070
Z58 0.0092 0.0058 -0.0059 0.0095 0.0063 0.0074
Z59 -0.0030 0.0061 -0.0051 0.0092 0.0071 0.0071
Z510 0.0205 0.0149 0.0758* 0.0247 0.0364* 0.0172
261 -0.0001 0.0014 0.0033 0.0026 0.0007 0.0011
262 -0.0003* 0.0001 -0.0002 0.0002 0.0001 0.0002
263 0.0245** 0.0048 0.0191** 0.0055 0.014** 0.0081
264 0.0082* 0.0040 0.0065 0.0052 0.0026 0.0091
265 0.0118 0.0069 -0.0035 0.0083 0.0095 0.0112
266 0.0151 0.0066 -0.0018 0.0073 0.0094 0.0120
267 0.0026 0.0032 -0.0035 0.0048 0.0003 0.0043
768 -0.0034 0.0031 -0.0097 0.0045 -0.0030 0.0041
Z69 -0.0065 0.0031 -0.0124 0.0044 -0.0097 0.0048
Z610 0.0045 0.0082 0.0026 0.0104 0.0228 0.0117
z71 -0.0024 0.0016 0.0013 0.0020 0.0014 0.0012
772 -0.0001 0.0002 0.0001 0.0002 0.0000 0.0002
z73 0.0191** 0.0058 0.0154* 0.0060 0.0179* 0.0120
z74 0.0063 0.0056 0.0077 0.0059 0.0073 0.0122
z75 0.0053 0.0085 -0.0219 0.0080 0.0038 0.0117

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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Table 2.13

Continued
Parameter Full Sample Urban Sample Rural Sample
Estimate Std. dev. Estimate Std. dev. Estimate Std. dev.
z76 0.0006 0.0082 -0.0127 0.0081 0.0239 0.0137
z77 0.0057 0.0063 -0.0023 0.0068 0.0035 0.0052
Z78 -0.0035 0.0060 -0.0113 0.0062 0.0051 0.0054
zZ79 -0.0074 0.0056 -0.0123 0.0060 0.0015 0.0051
Z710 -0.0048 0.0130 0.0060 0.0150 0.0032 0.0127
z81 -0.0035** 0.0012 -0.0043 0.0023 -0.0021 0.0011
282 -0.0003 0.0001 -0.0004 0.0002 0.0000 0.0002
283 0.0153** 0.0039 0.0134** 0.0042 0.025** 0.0111
284 0.0029 0.0034 0.0024 0.0038 0.0128 0.0124
285 -0.0105* 0.0061 -0.0134* 0.0076 -0.0144 0.0111
286 -0.0151** 0.0063 -0.0113 0.0073 -0.0170 0.0122
287 0.0019 0.0025 0.0032 0.0034 -0.0004 0.0044
Z88 -0.0004 0.0023 0.0027 0.0030 -0.0002 0.0043
Z89 0.0037 0.0024 0.0032 0.0030 -0.0033 0.0044
Z810 -0.0068 0.0070 -0.0153 0.0087 0.0150 0.0121
291 0.0027 0.0017 0.0024 0.0045 -0.0005 0.0013
792 -0.0001 0.0002 -0.0002 0.0004 -0.0004 0.0002
793 0.0016 0.0065 0.0166 0.0104 0.0053 0.0126
294 0.0009 0.0050 0.0039 0.0080 0.0053 0.0136
795 -0.0024 0.0092 -0.0079 0.0158 -0.0033 0.0134
796 0.0147 0.0102 0.0079 0.0168 0.0273* 0.0165
297 0.0034 0.0041 -0.0013 0.0091 0.0113 0.0056
Z98 -0.0006 0.0039 -0.0036 0.0083 0.0143* 0.0060
Z99 -0.0025 0.0037 -0.0032 0.0066 0.0012 0.0059
Z910 -0.0241** 0.0119 -0.0309** 0.0188 -0.0157 0.0134
di 0.313** 0.0530 0.4752** 0.0827 0.1768** 0.0313
d2 0.2354** 0.0559 0.144%** 0.0954 0.2285** 0.0353
d3 -0.1022 0.0373 -0.0983 0.0448 0.0447** 0.0247
d4 0.2894** 0.0442 0.3169** 0.0651 0.1262** 0.0286
ds5 0.0704** 0.0212 0.0449** 0.0360 0.0722** 0.0173
dé 0.0529 0.0269 0.0403 0.0287 0.0003 0.0271
d7 -0.0142 0.0122 0.0015 0.0145 -0.0020 0.0122
ds -0.0239 0.0325 -0.0462 0.0319 -0.0153 0.0226
d9 0.0468** 0.0110 0.0568** 0.0138 0.027** 0.0103

* Denotes significance at the 10% level.
** Denotes significance at the 5% level.
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CHAPTER FOUR

Conclusion

The findings in the two essays contained in this thesis add to the understanding of
empirical estimation of demand systems from cross-sectional data. In particular, our
results support the reliability of publicly available data sets for the conduction of demand
analyses. In the case of Ecuador, we provide the first know estimates of a food demand
system using household-level data.

The objective of the first essay was to test the sensitivity of demand model results
to changes in the construction of Stone-Lewbel (SL). Specifically, to the use of different
CPlIs in the computation of SL prices. Our findings suggest that SL prices, for the United
States, provide robust demand system estimates, regardless of the CPI used in its
construction. Implications of this result are the complete estimation of a food demand
system in the absence of price information. Future research should evaluate the
performance of SL prices with other datasets and observed price variation.

Our second essay, focused on the estimation of demand elasticities and marginal
effects for Ecuador. In particular, we found differences between own-price elasticity
estimates for urban and rural populations. A potential policy implication of our results is
the necessity to differentiate price related policies for food commodities between urban
and rural sectors. Finally, comparison of our results with previous elasticity estimates
from 1994, confirm the necessity of current elasticity estimates that account for the

demographic and economic changes experienced in Ecuador during the last decade.
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Finally, elasticity estimates for Ecuador can be compared with those found for the
United States. Own price elasticities for the groups of Cereals, Meats, Dairy and
Nonalcoholic beverages are more elastic for Ecuador than the United States. Also, own-
price elasticities for the groups of Vegetables and Fruits for Ecuador are more elastic than
the own-price elasticity for the group of Fruit & Vegetables for the United States. These
results can potentially be explained by differences in wealth between both countries.
Given the higher real per capita income in the United States relative to Ecuador, we
expect households in the U.S. to be less responsive to changes in food prices than in
Ecuador. Nevertheless, the fact that elasticity estimates for both countries are conditional
on allocated expenditures for food commodities hampers the direct comparison of these
estimates. Departing from our results, unconditional demand elasticities could be obtain
for both countries to better relate the responsiveness of consumers to food prices as a

consequence of differences in wealth across countries.
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