»

0 J/Z{){/ 5/0’ Y

Applied Economics Studies, Iran (AESI)
P. ISSN:2322-2530 & E. ISSN: 2322-472X

Journal Homepage: https://aes.basu.ac.ir/

Scientific Journal of Department of Economics, Faculty of Economic and Social

Sciences, Bu-Ali Sina University, Hamadan, Iran. a*
Publisher: Bu-Ali Sina University. All rights reserved. *
Copyright©2022, The Authors. This open-access article is published under the terms of Bu-AliSin
the Creative Commons. University

Assessing the Socio-economic Consequences of Corona in
Iran, from the Behavioral Economics Perspective

Mehranfard, A.!, Mozayani, A. H.2, Assari Arani, A.>, Agheli, L.*

Type of Article: Research
4 https://dx.doi.org/10.22084/AES.2022.26183.3446
Received: 2022.04.23; Accepted: 2022.07.05
Pp: 209-236

Abstract

Behavioral economics is a method of economic analysis that uses psychological insights to
explain and analyze economic decisions. In the researches done so far, more attention has
been paid to the economic aspects of the current crisis and less attention has been paid to the
social dimensions and the issue of behavioral economics has been neglected. In the present
study, we examine the most important behavioral biases of individuals during the corona
pandemic. In order to investigate the social consequences of the corona pandemic and to
estimate the relationship between economic and demographic variables with behavioral
economics theories, the choice experiment was selected and the mixed logit model was used
and by estimating the mixed logit model with interactions a wide range of multiplicative
states between personality traits and traits specific to the alternatives were tested. Finally,
the variables of age, number of children, income level and awareness of the consequences
of corona disease were multiplied by the price with a significant effect and explanatory
power. For example, it was observed that older people are less willing to pay to reduce
the consequences of corona disease or having more children has a negative and significant
relationship with the selection and additional payment of people to reduce the consequences
of this disease. From the perspective of behavioral economics, the result of the estimates
confirm a kind of “(effect) of collective behavior and social impact” and “exploratory effect”
in people’s behavior, which indicates the preference of economic dimensions over the social
dimensions of the disease and the great importance of people to family problems caused
by the disease, respectively. Finally, policy recommendations are provided. In general, the
more complete the structure of dissemination and access to information and informing the
public, the more efficient it will be in reducing personal misjudgments and behavioral biases,
facilitating crisis management including Covid 19 disease.
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1. Introduction

Economics, as a human science, for modeling, forecasting, policy making and realizing all
its goals and functions, requires a proper understanding of human beings as the axis of
decision-making (Ansari et al., 2014). This reality is also exemplified in the analysis of
different dimensions of human life, in this regard, we can mention all kinds of diseases and
specifically the emergence of corona disease as one of the newest phenomena affecting
human life in the field of health. During the last two years, encouraging people to adopt
and maintain preventive behaviors as the main center of attention and focus of public health
policy in order to reduce the spread of Corona disease has been on the agenda. This policy
is obvious and undeniable from the point of view of health economics. Because according
to it, the optimal allocation of scarce resources (financial, human capital, etc.) in the
absence of definitive treatment depends on correct policies in the field of health and
preventive behavioral approaches. The increasing spread of corona disease during the
period of 2019-2021 became an international crisis in the field of public health. As the main
focus of public health policies in the world was encouraging people to adhere to and
implement preventive behaviors, and it still is. In other words, in Such diseases, public
health policy should rely on advanced methods to encourage society to adopt preventive
behaviors. In this study, using statistical methods and economic modeling, the effect of
economic and demographic variables (due to their influence on people's behavior) is
investigated from the perspective of willingness to pay to solve the social consequences of
the Corona pandemic with the choice experiment method. According to the case, the
behaviors expressed by people should be evaluated and analyzed in the framework of
behavioral economics propositions. In other words, knowing the dimensions of the disease
and its management highlights the necessity of investigating the issue in the framework of
behavioral economics; For this purpose, with field research in the year 2021 in the form of
a questionnaire designed based on the basics of the choice experiment method to collect
information from the citizens of Tehran (due to the population diversity of this city and
consequently in order to cover all kinds of attitudes and preferences) with a simple random
sampling of different people in the society, including doctors, nurses, students, retirees and
etc., was done. In fact, in the present study, we seek to answer this question, is it possible
to reach a more realistic analysis of the socio-economic consequences of the corona disease
by relying on the foundations of behavioral economics? In this regard, this article consists
of five parts. After the present introduction, the literature of the subject is discussed in the
second part. In this section, first, in the form of theoretical foundations of the subject, a

number of principles of behavioral economics are introduced in order to explain the
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possible cause of unexpected behaviors during the pandemic era. In the second part, the

background of domestic and foreign studies is mentioned. In the third part, the research
method is presented. The fourth part is dedicated to the estimation of the model in terms of
the influence of demographic variables. In the fifth section, the summary, conclusions and

policy recommendations are discussed.

2. Materials and Methods

The CE method was initially used in the fields of transportation and marketing. This
method is based on Lancaster's theory of microeconomics and random utility theory (RUT).
Lancaster's theory of consumption states that the utility arising from the consumption of a
product is not directly obtained from the consumption of that product, but rather it is
obtained from the total utility of the features and characteristics of that product. In other
words, the utility of consuming a product can be decomposed into the utility of the product's
characteristics. Also, the random utility theory states that all components of the utility
function that result from people's choices are not directly visible to the researcher (Hearn

and Salinas, 2002).

3. Discussion

For each of the characteristics, such as mental illness, unemployment, change in social
activities, family problems, concern about social discrimination and price, they have
theoretically expected signs. Based on this, it can be said that all these features have a
significant impact on the preferences and decisions of participants in choosing options. The
signs of the coefficients of the features are in a way satisfying the theoretical expectations
and quite logically, the higher levels of the features increase the probability of choosing the
hypothetical options. The negative sign of the willingness to pay feature means that the
options with a higher suggested price reduce people's desirability and have a low choice

probability compared to other options.

4. Conclusion

In the present study, using the choice experiment method as a new approach, the effect of
economic and demographic variables (due to their influence on people's behavior) on the
willingness to pay to solve the social consequences of the corona pandemic was put on the
agenda, and as the case from the point of view of the proposition and the principles of

behavioral economics were evaluated and analyzed. People's age variable has a negative
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effect on people's choice probability. The positive and significant coefficient of the income

variable shows that with the increase in people's income level, their willingness to pay to
reduce the consequences of the corona disease increases. The results of the present study
also showed that people with a higher level of awareness about the effects of the corona
disease are willing to pay a higher amount to reduce the consequences of this disease.

Also, the results show that having more children has a negative and significant
relationship with people's choice and extra payment to reduce the consequences of this
disease. This may be due to the increase in the costs of this disease for large households,
because the corona disease has changed not only the economic indicators, but also the
behavioral, consumption and lifestyle patterns of people due to the fear of contracting
Covid-19, which has imposed costs on the society.

In addition to the above economic analysis, the estimation findings were also evaluated
from the perspective of behavioral economics and it was observed that after more than a
year and a half of the disease, the citizens still consider the economic aspects (such as
unemployment) of the disease and its consequences far more important than the social
aspects (such as a changes in social activities) which was probably influenced by the
approach of the media environment and public information as well as the performance of
the government in such a way that these conditions can be considered as examples of
collective behavior and social influence. Also, the high share expressed by the citizens for
family problems caused by the corona pandemic (which is less considered in the media and
by the government compared to the economic aspects) which is mainly the perception and
findings of the citizens themselves regarding the importance of this issue. In a way it
showed exploratory effect of the set of paradigms of behavioral economics. This can be a
good indication of people's proper understanding of the negative effects of Corona on their
family relationships. Obviously, by conducting a series of supplementary studies in the
field of people's performance encountering corona disease from the perspective of
behavioral economics knowledge, especially in the framework of laboratory studies, it is

possible to find out about other possible biases and distortions in this relationship.
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Fig. 2: Demographic characteristics of the participants (source: the results of the examined
sample).
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