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1) Household Consumption Expenditure
C = cO + c1*Yd/P + c2%KSp(-1)/P + 3C( l)
c0=3.2 c1=.35 €2=.005 c3

2) Corporate Firm's Investment Expenditure ( allocation from gross
savings)
T = ( CCA(- 1)* 11%(Sp(-1) + Sc(-1) )/P
= capital consumption allouwance i1=.7
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3) ODemand from Overseas (exports)
E = x0 % Tu"x1 ® (PaXr/Pu)"x2
x0=18 Tusworld trade index Xr=exchange rate
x1=21.2  Pu=uorld export price x2=-1.5

4) Total Output of Finished Product
Q = a0 * K(-1)"alpha: * N beta * exp( gammant + bO(Pen/Xr/P -1))
a0=1.3 (acale factor)
alpha=.4 beta=.6 N=1abor input
gamma=.02(rate of technical progress)
b0=~.02 (rate of change in capital efficiency in relation to
the relative price of energy

K=capital stock of non-energy sector

S) Public Spending (determined an residua) to maintain total ouput

equal to total demand)
6=Q-(C+1+E)

é) Houuhold Domnnd for Enorgy

Eh = C el % (PE2/P)"e2
00- 107 el = 1 (olasticity with respect to conaumption)
PE2=price of secondary energy #2=-.2 (price olasticity)

7) Industrial Demand for Eneroy
Ei = 63 % Q%ed » (PE2/P)"eS
e3=.12 @8 =.93 (olasticity with respect to output lovel)
e32-.3 (price olanticity uith respect to relative price)

8) Energy Tranaformation from Primary to Secondary Energy

E2 = 06 % Ko(-1)"e? # En"eB
e = 1 Ke = capital stock in the energy sector
e? = .2 e8 = .8

9 E2=Eh0Ei

10) Price Formation in the Non-Energy Sector{ mark-up pricing)
P = (1+Rm)#(W/eta + (CCA + Pm/Xr¥M + PE24Ei)/Q)

11) Price Formation in the Energy Sector (mark-up pricing}
PE2 = (14Rm)n( CCA2 + Pen/Xr#En)/E2

12) Uage Determination
dd = w0 + winPai + w2¥(eta/eta(-1) - 1
=0 wl=.8 =

13) Uaee Lovel
(1 + deuc-1)

18) Lnbor Supply
= NO®(1 + nl)"t 3 n1=.007

15) C\.rrent GNP
= PnQ + PE2%Eh - Pen/Xr#En - Pm/XraM

16) Non-Energy Import
M =m0 » Q°m1 * ¢ Pm/Xr/P ) m2
m0=.06 m2=0
17) Balance of Payments
BP = XraP%Ex - PenxEn - Pm#M + RfaNFAx.01
Rf = overseas interest rate NFA = net foreigr
asset
18) Exchange Rate Determination

= Xr(=1) % (1 + y1#BP + y2#(R - Rf) )
¥1=.015 v2=.01

19 Personnl Incoms
Ye

* N+ R-KSp( -1)«.01 : R = interest rate

20) Corporate Income
Yo = Y - CCA -CCA2 - W % N

21) Personal Income Tax
Te = ten(Yp - t0)°t1
tp=.12 t0=15 t1=1.05

22) Corporate Tax
Te = tc # Ye

23) Government Balance
So = Tp + Tc - PuG - RuDG(-1)%.01

24) Personal Disposable Incomo
Yd = Yp - Tp

25) Personal Saving
Sp = Yd - PxC -P:znsn

26) Porsonal Apnot
KSp = KSp(~1) + Sp

27 al\ocatloﬂ of Investment to Encroy and Non-Eneroy Sectors
= EkO # ( 1 + dPE2 - dP

28) Capital Stock in Energy Sector
Ke = Ke(-1) # (1 - Dp) + Ek # |

29) Capital Stock in Non-Energy Sector
K = K(-1) # (1 - Dp) + ¢ 1 ~ Ek )]

30) Public Debt
Do = Do(-1) - Sg
3 Dauur\d For Real Cash Balance
LO¥Q"L1%(R - R0O)"L2
L0=.26 Li=1 L2=-.15 RO=6%

32) Money Supply
LﬂlS'(IQdL)t: dL = .07

33) Labor Productlvlty
eta = Q /

34) Net Foraign Asset
NFA = NFA(-1) + BP

35) lnFlanenuPy Expectatiol
= vi)xdP + vllPa:( 1) = vi=.6

36) Capital Consumption Allowances
CA = P(-1)#K(-1)uDp
CCA2 = P(-1)#Ko(-1)%Dp
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% 1 Basic Path of the Model

major value at Average rate of
variables year 1 change for 7 years

Q 123.3 517 %

K 172.0 6.69 %

E2 15.7 351 %

Ke 22.1 9.19 %

EN 13.3 203%

P 0.933 391 %

PE2- 1.164 733%

W 1.199 7.54 %

X 248 6.60 %

C 56.5 3.70 %

G 15.26 7.69 %

DG 14.88 224 %

Xr 1.00 -337%
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% 2 Alternative Cases'-Simulation Studies

Note : dPe=dPm=dPw=dTW=5%
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Energy savin
1) dPES%up 2) effortgl))’y induitry
Q - 258 1.0
K - 517 2.71
K2 -11.9 - 343
Ke - 16 2.48
EN -14.5 - 4.73
P 13.1 - 1701
PE2 57.7 -10.9
W 3.62 - 2.96
X 6.7 - 492
C - 6.36 3.68
G 10.14 - 3.76
DG 29.8 —15.0
Y 5.21 - 5.07
Xr -16.4 11.7
dPE=10% and the
Notes 1| cther exogenous | 20 _cpaness bom © 08
% path. and e4 from —.2to-.3

1) Differences are measured by % differenc in
the final 7 th year.

2) The second case is compared with the first
case, that is, all the exogenous inputs are
the same as casel. °
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