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- Ordinary demand function 
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- Roy's identity 
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- Indirect utility function 
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- Expenditure function 
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- Dodonov, Optiz and Pfaffenberger   
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- Composite commodity 

2
- Roy’s Identity 

3
- Quadratic term  
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- Shepherd's lemma 

2
- Hicksian compensated demand curves 
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- Roy's identity 
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- Direct demand function ( Marshallian demand) curve 
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- Monotonically increasing in income 
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Abstract 

 

The purpose of this paper is to investigate the effect of increasing electricity 

price on compensated variation (CV) and deadweight loss (DWL) of 

different income groups in Iran for 1967-2004 period. To do so, an auto-

regressive distributed lag (ARDL) model was used and five electricity 

demand functions were estimated in different income groups. 

Then on the basis of this estimation CV and DWL were calculated. 

The results of this research are as follows: 

1- Comparing CV in different income groups shows that CV increases 

from poor groups to rich ones. 

2- Comparing DWL in different income groups shows that DWL 

increases from poor groups to rich ones. 

3- By increasing electricity price and use direct subsidy, the welfare of 

low and middle income groups will increase while the welfare of high 

income groups will decrease. 
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