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AN ECONOMETRIC APPROACH TO GENERAL 
EQUILIBRIUM MODELING

Johansen's Multi-Sectoral Study of Economic Growth

Elements of the Econometric Approach:

Econometric Modeling of Producer Behavior: Jin and 
Jorgenson, 2010.

Econometric Modeling of Consumer Behavior: 

Jorgenson, Lau, and Stoker, 1997; Jorgenson and Slesnick, 2008.

Intertemporal General Equilibrium Model

Version One: Jorgenson and Wilcoxen, 1990.

Version Sixteen: Jorgenson, Wilcoxen, Slesnick, Ho, and 
Goettle, 2010.

Application to Climate Policy: U.S. Environmental Protection Agency, 
2009.

























LIST OF SECTORS



TESTS FOR OVER-IDENTIFICATION

Note: 
(1) The number of degrees of freedom for the LR test for each sector is 8.
(2) The null hypothesis is that the instrumental variables are exogenous. 
(3) High p-values indicate that we cannot reject the null hypothesis of exogeneity.
(4) The last column presents p-values adjusted for simultaneous inference.



TESTS OF VALIDITY OF THE INSTRUMENTAL VARIABLES

Note: 
(1) Number of degrees of freedom for the LR test for each sector is 99.
(2) The null hypothesis is that instrumental variables are uncorrelated with the endogenous independent variables.
(3) Low p-values indicate that we can reject the null hypothesis of no correlation.



















ECONOMETRIC MODELING OF PRODUCER 
BEHAVIOR: SUMMARY.

Production Theory, Price Effects, and Share Elasticities.

Latent Variables, Rate, and Biases of Technical Change 
and the Kalman Filter.

Substitution and Technical Change Equally Important in 
Explaining Changes in Budget Shares.

Autonomous and Induced Technical Change. Generally 
Opposite in Sign; Autonomous Change Generally 
Positive; Induced Change Generally Negative and Much 
Less Important.



ECONOMETRIC MODELING
OF CONSUMER BEHAVIOR

Allocation of Full Consumption among Leisure and Different

Goods: Rank Two Versus Rank Three; Role of Human Capital; 
Cross-Section and Time-Series Variations in Prices; 154,180 
Individual Observations on Expenditures, Including Leisure.

Exact Aggregation over Households; Role of Prices, 
Expenditures, and Demographics.

Compensated and Uncompensated Elasticities.

Allocation of Full Wealth among Time Periods; Synthetic 
Cohorts.







































ECONOMETRIC MODELING
OF CONSUMER BEHAVIOR

Allocation of Full Consumption and Full Wealth; 
Elasticities.

Individual Observations on Expenditures, Including 
Leisure; Role of Human Capital.

Exact Aggregation.

Applications to Welfare Economics.






































