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Table (1) - Sociodemographic characteristics by households

Qo slass Ty [EYUESN
Percentage No. Description Variables
S0
39.3 236 Male (Ve yo 8 0033 o
. Gender (Female,0;
60.7 364 ) Male,1)
Female
5 30 25-34
29.2 175 35-44
321 193 45-54 Ly -
252 151 55-64 () o
8 Vb Age (Years)
8.5 51 e
Over 65
14 84 1-2
56 336 34 '
29.7 178 5-6 BUHESRRY
Household size
03 2 Ve
Over 7
46 276 O g0 ospge o) (ALl ODheaxs (50
No college edu?ated (Dlin?lr.]”ly varlablé 0&1) el s gy o s
57 osRge pite) (BBl DMLaxs (gl Education of
54 324 O householder
College educated ( Dummy variable 0 & 1)
29 171 O 5 (oppge pie) Sol,0 oS
Low income ( Dummy variable 0 & 1) BIFEQEARE
- 429 O g ogdgn mie) Sel,o 5 Household income

High income ( Dummy variable 0 & 1)

Source: The research findings
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Table (2) - Results of the Tobit model

6)‘%5‘”6-"-‘” to)La-l IR b)jiﬂ 6L¢bw).o Ty L;ch)_u.m
Significance level t-Statistic Estimated Coefficients Explanatory variables
0.019 -2.35 -0.134%* S
Gender
0.112 1.59 0.004 o
Age
0.016 241 -0.058** s o
Household size
0.000 6.40 0.398%** ke S
Education
0.000 4.90 0.343%** el
Income
0.006 2.76 0.448%% ey
Constant
¥ o )| W) )5....3L...4 LSL‘”""“”L":"‘ )LA.:J oo =laoonlivw JS )Lou.u
No. of left-censored observations=64 Total No. of observations=600
Log likelihood= -610.23
LR chi?(5)= 120.14 Prob.chi?= 0.000

*kk

(2,8 ) g0 )00 w10 (5)lo dxe o i 5 *F) Gaios sloadl iaiie
Source: The research findings (** and *** significant at p<0.05 and p<0.01 respectively)
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Table (3) - Residual normality and homoskedasticity hypothesis tests of Tobit model

&l gxe o O3] 0l Ao 8
Significance level Test Statistics Hypothesis
0.000 271.61%%* o9 Jles
Normality
0.000 276.36%** oo il

Homoskedasticity

(20,0 ) mhaw 1o (g )lo cine %) udow sloasdl iais
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Table (4) - Results of the Heckman first-stage model (Probit)
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Table (5) - Results of the Heckman second-stage model
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Introduction

The growing people's awareness about the impact of food consumption on
human health has led to serious consideration for the production and
consumption of organic products, including rice in many countries. Rice is
the second most used cereal after wheat in Iran where chemical fertilizers and
pesticides are used for crop productions such as rice. Due to the lack of
chemicals used in organic rice production, its consumption can be effective
in reducing diseases and promoting community health. The global organic
rice market that was valued at US$ 1,120 million in 2017 expected to reach
US$ 1,390 million by the end of 2025, growing at a compound annual growth
rate of 2.8 percent .Despite its vital role, there is no official market for organic
rice in the country and to best of our knowledge; little researches have been
done in this area so far. This study aims to estimate willingness to pay for
organic rice, using contingent valuation method based on open-ended
questions in Shiraz city, and to evaluate indirectly possible changes in
households’ well-being in Shiraz by switching towards organic rice.

Methodology

Since consumers' willingness to pay as the dependent variable consists of zero
and positive values, the Tobit model was utilized as the first step of this study.
However, the Tobit model relies crucially on normality and homoscedasticity
assumptions. If the error term is either heteroskedastic or nonnormal, the
MLE is inconsistent. Therefore, in this study, after estimating the Tobit
model, the hypotheses of homoskedasticity and normality of the residuals
were tested and the results showed that these hypotheses are rejected. The
Tobit regression makes a strong assumption that the same probability
mechanism generates both the zero and the positives values. Heckman two-
step model allows for the possibility that such values are generated by
different mechanism. Also, this model allows for dependence in the two parts
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of the model. The Heckman two-step model comprises a selection
(participation) equation and an outcome (WTP) equation. In the first step of
the Heckman two-stage procedure, a Probit model was estimated and based
on the results, the inverse Mills ratio was calculated. In the second step, an
ordinary least squares regression for the positive values of the dependent
variable (consumer’ willingness to pay for organic chicken meat) was
estimated including the inverse Mills ratio as one of the explanatory variables.

Results and Discussions

The results of Probit model showed that the effects of gender and household
size on the selection of organic rice by consumers are significant.
Accordingly, women are more likely to buy organic rice than men and as
household size decreases the probability of buying organic rice increases. But
estimation of Heckman second stage showed that the effects of these variables
on the price premium for organic rice are not significant. In other words,
although women and families with low populations are more likely to choose
organic rice, they are not willing to pay extra for organic rice. The results
showed that education level has a positive and significant effect on both the
selection and the willingness to pay for organic rice. Thus, the probability of
organic rice being selected by the head of households with a college degree
is 61% higher than that of uneducated households. The consumers’
willingness to pay with a college degree is about 39 % more than others.
Household income is one of the most important variables influencing the
choice and willingness to pay a premium for organic rice. The effect of this
variable on consumers’ selection and willingness to pay for this product is
positive and significant. According to the results, the probability of choosing
organic rice by high-income households is 73% higher than low-income ones
and their willingness to pay is 32% more.

Conclusion and Suggestion

The results of the data analysis showed that a significant percentage of people
(about 89.3%) are willing to pay a price premium for organic rice
consumption compared to their conventional type. Based on the findings of
this study, it might be concluded that the more educated and richer families,
the more they are willing to pay for organic rice, and presumably other
organic foods, implying that their welfares go up significantly by switching
from conventional rice to the organic rice consumption. Therefore, raising the
awareness of people about the negative effects of pesticides and fertilizers
application in conventional crop cultivation and the benefits of consuming
organic rice can be effective in market development and increasing the



willingness to pay for organic rice. To sum up with, it can be concluded that
there is a potential consumption market for organic rice in Shiraz and rice
producers in Fars province can benefit from it and start cultivating organic

rice.
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