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Exploring the Impact of COVID-19 on Inward Out
Circulation in the Strategy of Dual Circulations

Evidence From 31 Chinese Provinces

Xing Xiufeng Zhang Xueying Xu Mengfan
(Business School, Qingdao University of Technology, Qingdao 266525, China)

[ Abstract] The strategy of dual circulations is put forward to effectively address the COVID-19 pandemic and to revive Chi-
nese economic growth, of which the inward out circulation is the cornerstone. Using 31 provinces’ quarter panel data of 2020 as well
as spatial Durbin model, the paper evaluates the short—run impact of COVID-19 on national economic growth and inward out circu-
lation by analyzing consumption and investment that are crucial to domestic demand. The main findings are: (1) COVID-19 pan-
demic has negatively affected Chinese economic growth and inward out circulation in 2020 in the form of supply shock. Specifically,
the coefficient of average direct effect is about —0. 07; and that of average spatial spillover effect is around —0. 223 ; thus the coeffi-
cient of total average effect is roughly —0.295; (2) there exists a ratchet effect in consumption. Furthermore, consumption has
significantly positively affected the inward out circulation: the coefficient of direct effect is approximately 94. 163. The coefficient of
spatial spillover effect and total effect is about 488. 082 and 582. 245, respectively. Finally, recommendations including enhancing
consumption level, among others, trading off between COVID-19 eradication and accelerating inward out circulation are proposed
based on the findings.

(Key words) COVID-19 pandemic; inward out circulation; supply shock; domestic demand; economic growth; spatial
Durbin model
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