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Fiscal Policy Rules in an Open Economy: A
DSGE Model Based on Chinese Macroeconomic Data

ZHU Jun'?

(1.School of Public Finance and Taxation , Nanjing University of Finance and
Economics s Nanjing 210046 ,China ;2.Postdoctoral Station of Research Institute
for Fiscal Science of Ministry of Finance,Beijing 100142 ,China)

Abstract: Currently,there is a lack of the literature of fiscal policies and their
policy rules in China as an open economy. Through constructing a macro-financial
dynamic stochastic general equilibrium model in an open economy, this paper studies
the fiscal policy rules and their economic effects in an open economy based on Chi-
nese macro-economic data. It also makes a comparison of the effects of different fiscal
policy rules. After making a numerical simulation by Bayesian estimation method,
this paper arrives at the conclusions as follows:firstly,in an open economy,the im-
mediate multiplier effects of fiscal policies are relatively small; secondly, the rule of
continuous spending is similar in output effects to the fiscal rule of pegging output;
thirdly, the fiscal policy rules with strict debt constraints is similar in output effects
to the ones with easing debt constraints,and the latter can be adopted in order to take
full advantage of resources.

Key words: open economy; DSGE model; fiscal rule; Bayesian estima-
tion (wiE% 5.5 )
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