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Table 1—Model Equations
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∑
j ∆jix̂ji ϕi =

pifi
piyi

and ∆ij =
pjxij
pjyj

GDP Deflator

{
for σ 6= 1, 1 = P̂1−σ =

∑
i ψip̂

1−σ
i ψi =

pifi∑
i pififor σ = 1, 1 = P̂ =

∏
i p̂
ψi
i

Note: For an equilibrium variable X whose value at an initial equilibrium is X, we denote X̂ = X/X,
the change from the initial equilibrium. For sectors i and j, PM

i is the intermediate input bundle
price, pj is the price of good j, ai is the capital/labor input bundle, li is the labor input, ki is the
capital input, vi is the capital/labor bundle price, thus viai is the value-added, zi is the productivity,
yi is the quantity of good i , ri is the rental rate of capital, wi is the wage, fi is the final demand
for good i, P is the price index of the aggregate good, Y is the quantity of aggregate good, and,
xij is the intermediate input of good j from sector i. Given exogenous variables, zi, ki, li, elasticities
σ, θ, ε, input-output parameters, the solution of this system of equations gives the endogenous variables,
PM
i , pi, yi, ai, vi, ri, wi, fi, Y, P = 1, xij .
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