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Learning Mechanism and the Flexible
Accelerators

Yir-Hueih Luh and Guang-Jong Fann’

This paper investigates the general functional specification of the
value function and the behavior of the flexible accelerators, under
nonstatic expectations and learning mechanism. In most empirical
studies applying the dual approach, either static or dynamic, choices of
functional forms are critically constrained. For investment behavior
studies, in particular, the assumption of flexible accelerator has been
criticized for the restricted functional specification and the assumed
constant rates of adjustments. Based on the extended dynamic dual
structure in Fann and Luh(2003), we find that it is inevitable to specify a
rigid functional form for the value function. However, instead of
adjusting in fixed proportions, quasi-fixed factors adjust in variable
proportions that are shaped by firms’ expectations and learning behavior.
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