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Table 1 Main variables descriptive statistics
(Y) 658 3033 937.905 1 015. 644 302 015. 728 386 909. 669
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2.2
2.2.1
(2)
AY, = p, + p,Gshock, + p,Upstream, + 0.41 1%
p;Downstream,, + vy, + u, + &, (19)
Vi My
Py 2 (3)
(19)
2
2
Table 2 Baseline regression results
AY;,
(1) (2) (3)
0.070" 0.074" 0. 095 **
Gshock;,
(0. 040) (0.038) (0. 042)
0.413*** 0. 401 ***
Upstream,, —
(0. 049) (0. 050)
-2.649
Downstream,, — —
(2.109)
Yes Yes Yes
Yes Yes Yes
R 0.645 0.683 0.684
N 658 658 658
BN 10%5% 1%
2.2.2
1)
(251S)
(19)
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3
Table 3 Robustness check results: Alternative estimation method
AY;,
(1) (2) (3)
0. 694" 0.073 0. 059
Gshock,,
(0.366) (0.048) (0.053)
) 1. 505 *** 1. 500 ***
Upstream,, —
(0.098) (0.097)
1.244
Downstream,;, — —
(2.028)
Hausman 0.000 0.000 0.000
Sargan 0.319 0.658 0.679
Hansen J 0.211 0. 837 0. 848
Yes Yes Yes
Yes Yes Yes
N 658 658 658
2)
Devereux 23
( Gshock;,) ( AGpurchase,, ;) AGpurchase,
(19) 4
4
Table 4 Robustness check results: Alternative variable calculation method
AY;, AY;,
(1) (2) (3) (4) (5) (6)
0.039 *** 0. 0367 0. 055*** 0.070" 0. 086 ** 0.078**
Gshock,,
(0.015) (0.014) (0.016) (0.040) (0.038) (0.038)
0. 1807 0.178*** 0.357** 0. 35477
Upstream,, — —
(0.022) (0.021) (0.047) (0.047)
-2.014** -0.380
Downstream,, — — — —
(0.955) (0.230)
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
R? 0.648 0.685 0. 687 0.645 0.677 0.679
N 658 658 658 658 658 658
4
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2008 2009 —2014
3
2001  —2008 2009 —
3.1 2014 2008
3.1.1
2001  —2008 2009 —2014 . #
(19) N
5.
5 2001 —
5
Table 5 Heterogeneity analysis results: Different periods
NG
2001  —2008 2009 —2014
(1) (2) (3) (4) (5) (6)
Cohock. 0. 127 0. 129" 0.172** 0. 127" 0.126" 0. 133"
! (0. 086) (0.078) (0.079) (0.074) (0.073) (0.081)
Upstream, B 1.034 % 0. 970 *** B 0. 106 0.103
(0.121) (0.122) (0. 100) (0.101)
Dounstream; B B -10.391** B - -0.766
(4.052) (3.787)
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
R? 0.619 0. 690 0.496 0.790 0.791 0.791
N 376 376 376 282 282 282
N 3.1.2 @
2009 —2014
6

® { (2019) ) « (2019) )
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Table 6 Heterogeneity analysis results: Different industries
AY{:
(1) (2) (3) (4) (5) (6)
0. 149 0. 179*** -0.117** 0. 425 0. 529 *** 0. 141
Gshock,,
(0.044) (0.044) (0.047) (0.097) (0.072) (0.152)
0.071*** 0. 096 *** -0.175*** -0. 143
Upstream,, — —
(0.023) (0.019) (0. 020) (0.022)
5.5127% 3. 197
Downstream,, — — — —

(0.602) (1.114)

Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes

R’ 0.658 0.681 0.689 0.693 0.837 0.851

N 154 154 154 112 112 112

6
3.2
N 3.2.1
6 (5)
(E)
-0.18 (20)
1 % n
E, = = (20)
Ly sy
( Downstream) n= A
5.51  3.20 L
i
N E, <1
Al i
i
Antras  Chor
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3.2.2
(I -W)°F ,
U = ! 21
l - (21)
F..Y, @.
(1-w?™
(21) U =1 7
7
Table 7 Heterogeneity analysis results: Different sensitivity
AY;,
(1) (2) (3) (4) (5) (6)
0. 117 0. 081 *** 0.079** 2.092° 2.161* 2.018"
Gshock;,
(0.029) (0.028) (0.031) (1.230) (1.185) (1.185)
—0.415* —0. 417 0.315** 0.290***
Upstream,, — —
(0.070) (0.071) (0. 066) (0.067)
0.334 -9.166"
Downstream, — — — —

(1.674) (5.463)

Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes
R? 0.735 0.762 0.762 0.627 0.655 0.658

N 336 336 336 322 322 322

7 (2) .
-0.42
7
0.32
26

113
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8
Table 8 Heterogeneity analysis results: Different upstreamness
( (
(1) (2) (3) (4) (5) (6)
0.113" 0. 060 0.043 -0.051 0. 064 0.230
Gshock,,
(0.058) (0.041) (0.051) (0.186) (0.185) (0.214)
-0.302 % -0.309*** 0. 709 *** 0. 679 ***
Upstream;, — —
(0.052) (0.053) (0.199) (0.199)
2.261 —-4.265
Downstream,, — — — —
(4.035) (2.795)
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
R? 0.326 0.739 0.739 0.533 0.553 0.557
N 336 336 336 322 322 322
8. N
8 (3)
-0.31
3.2.3
(19)
(IR) . ( VR)
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Table 9 Interaction effect analysis results: Sectoral structure
AYU
(1) (2) (3) (4) (5) (6) (7) (8)
Cohock 0.067" 0.618** 0. 749 | 0.741 % 0.067" -0.512" -0.643** | —-0.607**
shock,
' (0.040) (0.265) (0.250) (0.250) (0.040) (0.277) (0.261) (0.266)
IR -0.248" -0.214 -0.256** | -0.248"
! (0.135) (0.135) (0.128) (0.128)
— 11287 | —1.3907% | —1.3477*
Gshock;, x IR, — — — — —
(0.536) (0.506) (0.509)
VR 0.240" 0. 206 0.251** 0.244"
! (0.134) (0.134) (0.127) (0.127)
1. 1327 1.394 %% 1.350 %
Gshock;, x VR, — — — — —
(0.535) (0.505) (0.509)
0. 426** 0.4197* 0. 4277 0.419***
Upstream,, — — — —
(0.049) (0.050) (0.049) (0.045)
-1.586 -1.612
Downstream,, — — — — — —
(2.114) (2.113)
Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes
R? 0.647 0.650 0.690 0.690 0.647 0.650 0.690 0.690
N 658 658 658 658 658 658 658 658
9 (2) ~ (4)
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How can fiscal policy improve quality and efficiency? The policy transmission

mechanism based on production networks

ZHOU Zong<i' CHU De—yin®
1. The Wang Yanan Institute for Studies in Economics Xiamen University Xiamen 361001 China;
2. Anhui Academy of Social Sciences Hefei 230051 China

Abstract: Faced with the challenges of a complex and severe external environment and the critical deepening
stage of domestic structural adjustment a proactive fiscal policy that is moderately intensified of higher quali—
ty and more efficient is not only crucial for stabilizing expectations but also serves as a significant safeguard
for promoting both qualitative improvement and quantitative rational growth of the economy. Production net-
works are incorporated into a general equilibrium model to theoretically analyze the transmission mechanism of
fiscal policy shocks on sectoral output fluctuations. The theoretical analysis reveals that within the production
network the transmission of government spending shocks to sectoral output follows a bottom-up direction. An
empirical analysis is then conducted using input-output tables from the World Input-Output Database
( WIOD)  verifying the significance of the upstream network effect of fiscal policy. Heterogeneity analysis
shows that the upstream network effect is significantly negative in sectors with low sensitivity and low upstream—
ness influenced by factors such as the price elasticity of supply and demand and the distance to final demand.

This stands in sharp contrast to the positive effect observed in sectors with high sensitivity and high upstream—
ness. In addition sectoral structure factors significantly moderate the effects of government spending shock. It
is argued that while leveraging the demand expansion function of government spending policymakers should
fully prioritize sectoral spillover effects. By amplifying the fiscal multiplier through production networks fiscal
policy can achieve higher quality and efficiency.

Key words: fiscal policy; production networks; transmission direction; spillover effects; general equilibrium

model



