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COVID-19, Economic Shock and Government Intervention

Hu Bin'  Fan Yunpeng® Zheng Liansheng'
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Research Objectives; This paper aims to measure the impact of COVID-19 on economic
output and the function of government intervention on the epidemic. Research Methods: A
computable general equilibrium model can be calculated through multiple sectors to analyze
the impact of COVID-19 on the Chinese economy, industry and industrial chain, and the pol-
icy effects of government intervention. Research Findings: The study found that the shock
effect of labor supply and transportation is significantly higher than the shock effect of risk
premium and the decline in marginal consumption propensity. In terms of total volume, GDP
fell by 1. 27% in optimistic scenario where the epidemic evolved, GDP decreased by 2 07%
in pessimistic scenario, and GDP decreased by 0. 07 % in government intervention scenaria In
terms of industrial structure, most of the 149 industrial sectors have been significantly af-
fected. Among them, the impact of the secondary industry is greater than that of tertiary in-
dustry. Research Innovations: This paper uses the latest input-output table as the economic
impact, incorporating government intervention into the CGE model and considering the
counter-cyclical effect of government intervention on the impact of COVID-19. Research Val-
ue: Provide quantitative reference for the impact of COVID-19 on economy, and provide aca-
demic support for the necessity, structural, and pertinence of government intervention.
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