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Abstract

The aim of this study is to analyse the fluctuations of the final private
consumption and to estimate the consumption function in Syria during the
period 1963 - 1991, This research reveals an important fluctuation of the
final private consumption variables during the studied period. The ratio of
the private consumption to GDP varied from 0.56 to 0.83; and the average
propensity to consume varied from 0.70 to 0.97. These strong fluctuations
are explained by the evaluation method of the final private consumption

and the effects of the evaluation of the agriculture products inventoy on
SDP and private consumption.

The hypotheses of traditional consumption function have not succeeded
to produce valuable estimations of the propensities to consume in Syria.
The hypothesis of absolute income suggests that the marginal propensity
to consume is 0.855

but the income elasticity is close to one. The application of the relative
income hypothesis shows the insignificance of the following variables; the
peak income

the peak consumption

the lagged income and the lagged consumption. The test of the
permanent income hypothesis

based on Koyock formula

does not support the permanent income hypothesis

because the coefficient lag isgreater than one.

The propensity to consume is significantly estimated at 0.8637 by using
the correction error model. This study proposes a new formulation of the
correction error model

based on the constancy of the propensity to consume in the long run.
This formulation contains one explanatory variable and reduces the
estimation problems, It gives a propensity to consume of 0.8576.
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