From the factor demand equations, we deduce that:
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(2)

Multiplying (1) by the share of labour in industry j’s value added, multiplying (2) by the share of capital, and adding gives:
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(3).

Subtracting (2) from (1) gives:
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(4).

From the zero-pure profit conditions in industry production:
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(5).

;

Summing (3), (4) and (5) over i, using relevant weights, yields the following macro-level equations:

Real GDP at factor cost
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Ratio of primary factors (ignoring labour saving technical change)
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Factor Price Frontier
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