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¥. Translog Cost Function



The parametric assessment of the efficiency of electricity consumption and
decomposition of electricity consumption intensity in Iranian industrial
sector

Abstract

The objective of this research is to decompose electricity intensity based on the
parametric approach (translog cost function) as well as to evaluate the
relationship between technology change and electricity intensity in the
manufacturing industries during Y::°-Y«\Y, The results of calculation of
electricity intensity imply that YA industries have electricity intensity values of
less than or equal to the average value of industrial sector (+,¢+ percent) and
range from +,YY to +, ¢+ percent. In this group, “manufacture of motor vehicles”
with relative production share of ¥V,A) 7 and “manufacture of basic metal” with
relative electricity consumption share of £7,:47 have the highest share of
electricity production and consumption, respectively. Investigation of annual
trend of technology changes and electricity intensity changes of whole industry
imply that both indices have had an increasing trend during the studied period
and given the positive and large substitution effect, the technology progress
(technology effect) is not considered as an important factor in determination of
electricity intensity. Decomposition of electricity intensity confirms that the
technology and budget effect lead to increase in the efficiency of electricity
consumption and the substitution and production effect lead to decline in the
efficiency of the consumed electricity input of the industry.

Key Words: Electricity Intensity, Technology Change, Manufacturing Industries,

Translog Cost Function.
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