The computable general equilibrium model
· 17 productive sectors 

· production function, especially designed to assess environmental policies, is a succession of nested constant elasticity of substitution (CES) functions as illustrated in Figure A1. 

· imported products are imperfect substitutes of national production. 

· capital supply is inelastic (exogenously distributed between institutions), perfectly mobile between sectors, but inmobile internationally

· competitive labour market and therefore an economy without involuntary unemployment 

· five institutions in the economy (following the breakdown of Spanish national accounts):

· representative household

· public sector

· foreign sector

· corporations (productive sectors)

· non-profit household-serving institutions (NPHSIs)

Functioning of the model

· equilibrium: for each simulated policy the model must found a set of prices and quantities in order to clear up all markets (capital, labour and commodities)

Data and calibration

· national accounting matrix for the Spanish economy (NAM-95) with data from national accounts for 1995

· we extend the database with environmental data relating consumption of different fossil fuels and emissions for each sector and institution (difficulties to have these data

· calibration (using elasticities from the literature) should replicate the information contained in the NAM-95 as an optimum equilibrium, which will be used as a benchmark

· elasticities of substitution, have not been calibrated but taken from literature (example: 
· the wage elasticity of the labour supply is equal to -0.4, similar to that estimated for Spain in Labeaga and Sanz (2001), but we use several values for robustness of the results)

Figure A1. Chained production technology structure 
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Figure A2. Chained household consumption function structure 
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