271

A6g0mon axo v egyacio
10V Oeddweov I'roualéroov

Topog 58, tevyog 3-4, Iovhog-Aexéuporog 2008, oeh. 14

2. The theoretical MDGLES model

In the DGLES model we assume that the “minimum required expenditure”
depends only on the last period expenditrures (the well-know habit formation
hypothesis in the consumer demand theory) [equation 2]. This defect of the
DGLES model, when we believe that habits do not last only one period, can be
corrected by the MDGLES model where we assume that

éir = Pyyi = PyYi* + auei.i+aulei; +... +aulNein (19)
@i=1, .., nt=1, ., ywv=1, ..., N),

where é&; is the “minimum requlred expenditure” for commodity i, €1, €i.2...,
eirN are tha past periods expenditures for commodity 7, and y;"’s, @;’s are param-
eters and the parameter u is determined by Koyck’s specification.

i = o’ (i=1, ..., n;v=0, ..., N) (20)
with O<u<1.

Using equation (20) into (19) we have





