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On the Trend Effect of Elasticities in the Cobb=Douglas

Demand Function

Kozo Kasauara®, Toshihisa Kanavama® and Raizo Imar**

In this paper, we attempt to modify the Cobb=Douglas demand functions. The
- Cobb=Douglas function has several surpass properties. One of these properties is the
possibility of changing from the nonlinear function to the linear function. In the second
place, the regression coefficients indicate directly an income elasticity or a price elasticity.
Thirdly, the elasticities are constant during the observation term. These properties are very
profitable for the estimation of the elasticities. But during the long term, we must
recognize the changing of the demand construction. Thus, we need to modify the
Cobb=Douglas demand function from the constant elasticity to changeable elasticity,
according to the time trend. The foundational by modified demand function is follows:

LnQ=be+( s+ Bit'+ 7:D) LnY+ (a+ Bot'+ 72 D) LnP

In this model, paramerters a, B8, r denote the trend effect of elasticites. Also, we can

estimate these paramerters by using of a normal regression estimation method.
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