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Aim and Introduction

In the conventional Input-Output model, all final demand components including
household consumption, government expenditures, capital accumulation and
exports are considered as exogenous variables. The basic limitation of the open
Input-Output model is ignorance the relationship between the production sector
and the household. In this way, if there is an increase in demand for the products
of some industries, such an event will directly lead to an increase in the production
level of these industries in the first place. On the other hand, the increase in
production in turn leads to an increase in the level of production in related
industries through previous connections. The increase in income resulting from
higher levels of household economic activities leads to an increase in household
consumption and as a result stimulates more activities in the production sector.
Based on this, the production sector and the households are related to each other
through the income-consumption relationship.In order to estimate the income-
consumption relationship, household consumption should be included as an
endogenous variable in the Input-Output model, while in the conventional (open)
Input-Output model, household consumption is considered as an exogenous
variable. To solve this limitation, Miyazawa (1976) presented a new Input-Output
model in which he considered household consumption as an endogenous variable.
Miyazawa's model is known in the relevant literature as a semi-closed Input-
Output model with endogenous consumption. Despite this, Miyazawa's model,
similar to Keynes' consumption theory, considers household consumption solely
as a function of current income, while according to other theories of consumption
behavior, household consumption depends on other factors such as past
consumption levels and income. It also depends on the expectation. Accordingly,
in this research, the semi-closed Input-Output model with semi-endogenous
consumption, introduced by Chen et al (2016), was used because this new model
adapts the Input-Output model to other consumption theories and corrects the
failure of the previous model. In this framework, household consumption is
divided into two endogenous and exogenous parts, so that the endogenous
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component is influenced by current income and the exogenous component is
influenced by other factors affecting consumption. In fact, it is only endogenous
consumption that enters the mediation matrix.

Methodology

In this research, the results of the new semi-closed Input-Output model with semi-
endogenous consumption (Chen et al (2016) model) and the semi-closed Input-
Output model with completely endogenous consumption (Miyazawa (1976)
model) were compared. In this regard, first, endogenous consumption coefficients
for 12 product groups were estimated using the Kalman filter model, and then, the
estimated endogenous consumption coefficient of each category of goods was
compared to the endogenous consumption coefficient of the data sections by
means of the interface matrix. The receipt was converted.

In order to compare the performance of the two models of Miyazawa (1976)
and the model of Chen et al (2016), the effect of government capital formation on
the value added of different sectors was evaluated using the two mentioned
models.

Findings

Failure to consider other factors affecting consumption will lead to upward
deviation in GDP estimation. In this way, it can be concluded that the semi-
endogenous model solves the insufficiency of the completely endogenous model
and its results are closer to reality.

Discussion and Conclusion

the gross domestic product was obtained based on fully endogenous and semi-
endogenous models (9601201) and (9329172), respectively. These findings show
that Miyazawa model considers all household consumption as a function of
current income, and also due to the lack of consideration of other factors affecting
consumption such as expected income, consumption level. Also, in Chen et al.'s
model, the calculated added value is smaller compared to Miyazawa's model,
because by analyzing and separating exogenous consumption from total
consumption, only endogenous consumption entered the table of intermediary
exchanges.

Keywords:  Endogenoussemi-closed  input-output  model,  Household
consumption, Kalman filter
JEL Classification: C01, D116, C67



