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COVID—19 and Its Macroeconomic Countermeasures in

China: Impact and Effectiveness
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Research Objectives: This paper quantifies the impact of COVID—19 outbreak on Chi-
nese economy and evaluates the effectiveness of the government’ s macroeconomic counter-
measures for the economic recovery after the outbreak. Research Methods: We construct a
China CGE model based on the Input-Output Table of China in 2017, and introduce five
main channels of COVID — 19 and three macroeconomic countermeasures into the model
Research Findings: (1) The outbreak seriously damaged Chinese economy with greater im-
pact on employment (—1. 70%) than on GDP (—1. 43%), and greater impact on domestic
demand (investment —2. 22% , household consumption —0. 87 %) than on external demand
(export —1. 90%), and with a comprehensive but heterogeneity impact on output of produc-
tion sectors. The negative impact on Chinese economy are mainly driven by the supply-side
shocks. (2) Government’ s macroeconomic countermeasures could effectively reduce GDP
loss (—0. 90%) and employment decline (—0. 94%) ., and improve domestic demand. How-
ever, the countermeasures show side effects, although unintentionally, with a rising CPI
(1. 17%), worsening export (—6. 23%) and further amplified gaps among industrial output
loss. This indicates that policy trade-offs exist both on macroeconomy level and industry lev-
el. Research Innovations: This paper comprehensively estimates the impact on Chinese econ-
omy and specifically measures the impact of each of the five channels and effect of each of the
three countermeasures. Research Value: It helps to better understand and improve the eco-
nomic countermeasures policy-making of major public health emergencies

Key Words: COVID — 19; Macroeconomic Countermeasures; Supply-side; Economic
Impact; CGE Model
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