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Abstract

In studies of welfare economics, poverty economics, and welfare policy making, since the
dimensions of different households are different, it is not possible to examine the total household
expenditures without considering the household dimension. One easy way to incorporate the
household dimension into the welfare analysis is to use household per capita expenditures, but using
per capita spending virtually ignores the economies of scale. Since household members can partially
share many of the goods and services consumed, the costs of maintaining household welfare do not
increase proportionally with the number of household members. In fact, taking into account per
capita household expenditure is a variable and it estimates the welfare of the larger households to be
lower than the welfare of the smaller households. The equivalent scale is a good solution to this
problem and provides an index for comparing welfare among households with different members.
The equivalent scale indicates how much additional expenditure is needed to increase the size of a
household to achieve a welfare equal to a reference household (a household with two children). Since
the poverty line has been growing in Khorasan Razavi since 2018 and the poverty line in different
parts of Iran is very different from each other, therefore the policies of support for the poor should
be considered in accordance with the conditions of each region. Therefore, a study to investigate
poverty in this province is necessary. The data used for the Khorasan Razavi Urban-Rural Household
Expenditure Survey are 2018. This data is available as a questionnaire at the Statistics Center site.
The results showed that by choosing the reference households, the number of children and the elderly
had a greater impact on poverty than the PCE method. Then a Counterfactual simulation was used
to examine changes in the average family cost by changing family size and transferring children to
higher classes (transferring children to adults and adults to elderly). The results showed that by
changing the household size, that is, reducing household size, average costs increased. The average
cost will also decrease with the transfer of children to the adult category, while with the transition
to older people the costs will increase.
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