BDS June 1999

EQUATIONSFOR THE
MICHIGAN BROWN-DEARDORFF-STERN CGE TRADE MODEL

(All Sectors Tradable)

COUNTRY EQUATIONS (i=1,...,m; j=1,...,n)
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H. Primary Factors Market Equilibrium
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I. Nontariff Barriers
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WORLD EQUATIONS
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Variables
C,  Find demand for good jin contryi.
E, Household incomein countryi.
E;  Householdincome spent on good jin countryi.
EijM Household income spent on importsof good jin country i.
Z;,  Intermediatedemand for good j by industry kin countryi.
P,  Priceindex of good jin countryi.
! Priceof good j producedin country r paid by consumersin countryi.
S,  Total production of good jin countryi.
D;  Fnd plusintermediate demand for good jin country .
DijM Demand for importsof good j in countryi.
Pij“" Import priceindex of good jin countryi.
n; Number of firmsin sector jin countryi.
D;  Demandin countryi for theoutput of arepresentativefirm in country r producing good j.
ti;“"eq Tariff equivalent applied toimport by countryi of good j from countryr.
P,  Worldpriceof good j producedin countryi.
MC; Margina cost for afirm producing good jin countryi.
PijV Priceindex in for aunit of the primary input aggregatein industry jin countryi.
h; Elasticity of demand perceived by afirm producing good jin country i.
h jj Elasticity of demand in country r for good j produced by a representativefirm in country i.
W, Wage paid tolabor in countryi.
I, Return tocapital in country i.
\ Primary input aggregatein industry jin country .
L; Labor demand in industry jin country .
K;  Capital demandinindustry jin countryi.
B  Tradebaanceof countryi.
Qi; Import quotaimposed by country i on importsof good j from countryr.
Le Import licensing variable for ROW.

ST Supply of good j by ROW.
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Parameters

a; Budget shareof good jin countryi.

Vi,  Fina demand shareof total demand for good jin countryi.

V. Intermediatedemand by industry k shareof total demand for good jin countryi.
S Elasticity of substitution among different varieties of each good.

m Parameter measuring substitutability among varieties produced by each firm.
qij“" Fraction of expenditureon good jin countryi devoted toimports.

a; Fraction of expenditureon good jin countryi devoted togoods producedin country r.
qi;“" Fraction of countryi'simportsof good j purchased from countryr.

q;'c Variablecost shareof total costinindustry jin countryi.

q;~  Fixed costshareof total inindustry jin countryi.

qijL Labor'sshareof expenditureon primary inputsin industry jin countryi.

qi}( Capital' sshareof expenditureon primary inputsin industry jin countryi.

g« Variablecapital'sshareof total capital employed inindustry jin countryi.

By, Primary inputs shareof total cost in industry jin countryi.

o Intermediateinput k'sshareof total cost in industry jin countryi.

S Elasticity of substituti on between capital and labor.

d; Fraction of production of good jin countryi that issold tocountry .

ti Tariff rateapplied toimportsof good j by countryi from country r.

qi;Q Fraction of importsof good j by country i from country r subject to an import quota.
X;; Exportsof good j by countryi.

Xi Exportsof good j by countryi tocountryr.

M Importsof good j by countryi from country r.

Meow ROW total imports.

e™"  Eladticity of supply of good j by ROW.



