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Abstract

This paper examines the quantitative role of energy price and energy saving technological
growth on the persistent decline in energy output ratio observed in the 1970s and the first
half of the 1980s. Using a simple neoclassical growth model with energy as a third input, we
feed two actual time paths of energy price and energy saving technological growth in order to
quantify the impact of these exogenous changes on the continuous decrease in energy output
ratio. Our finding indicates that the energy price has limited role, and most of the movement
of energy output ratio in this period is explained by the energy saving technological growth.
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