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Abstract:
This paper discusses the specification of the production structure in a model, recently
introduced by Kratena and Streicher, which integrates econometric and input-output
models in order to supersede the linear production technology assumption with more
flexible production functions estimated from time series of National Accounts and other
data. The model is proposed as a general applicable model for EU countries as it makes
use of the full range of information available in the Eurostat database of national
accounts, as well as of additional information originating from major research projects
sponsored by the EC such as EU KLEMS and EXIOPOL. The model is implemented in
GAMS and is simultaneously solved for prices and quantities as a constrained nonlinear system such as to be able to integrate flexible production functions. We discuss
the results of an operational model prototype with translog formulation of the
production block, applied in a demonstrative simulation of energy price shocks impacts
in energy intensive and non energy intensive sectors including aspects of technical
change embodied in the capital stock.
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