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Macroeconomic Regulation Policies and Economic Structure Change
Sui Jianli', Li Yuerong® and Li Yuexin®

(1: Quantitative Economics Center of Jilin University; 2: Business School of Jilin University )
Abstract: China’s economy is at a critical stage of structural change. It is the focus of China’s
future development that promoting structural reform and economic transformation through
government. This paper firstly constructs the indicators of economic structural change from demand
and supply level respectively. Then we use the non—linear Markov Switching Causality Model to
analyze the non — linear driving mechanism among macroeconomic regulation policies, fiscal
policies and economic structural change. We also identify the dynamic causality and regime
distributions among variables. The empirical results show that; Both price—based monetary policy
and quantitative monetary policy have significant effects on relative price and industrial structure.
Tertiary industries are more sensitive to the impact of monetary policy than primary industries and
secondary industries. Both government expenditure policy and tax policy can effectively affect
relative price and industrial structure. Fiscal policies also strongly influence primary and secondary
industries. The Chinese government usually adopts interest rate and tax to stabilize relative price,
money supply and government expenditure to improve industrial structure. However, we find that
fiscal policies always play a more important role than monetary policies based on the result of
time—varying dynamic causality.
Keywords: Macroeconomic Regulation Policies, Economic Structural Change, Time — varying
Causality, MSC Model
JEL Classification: C51, E42, E62
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