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Income Distribution, Technology Structure, and Fiscal Expenditure

Multiplier : An Analysis Framework and Empirical Research

Based on Marx’s Reproduction Theory
ZHAO Feng, ZHONG Rongsheng ( Renmin University of China, 100872 )
ZHAO Yihan ( Beijing Institute of Technology, 102401)
LI Bangxi ( Tsinghua University, 100084 )
Summary : Facing the economic pressures from at home and abroad, China has implemented a “proactive fiscal
policy” and focused on improving the efficiency of the fiscal policy. Meanwhile, China has implemented the
income distribution system reform with the goal of common prosperity and the innovation-driven development
strategy with the goal of promoting technological innovation and industrial upgrading. This paper aims to analyze
impacts of the income distribution and the technical structure on stimulus effects of the fiscal policy.

Based on Marx’s reproduction schema, this paper constructs a three-department reproduction model
including fixed capital. From that it deduces the fiscal expenditure multiplier, and then analyzes influences of
the organic composition of capital (reflecting the structure of production technology) and the rate of surplus
value (reflecting the structure of income distribution) on the fiscal expenditure multiplier. Then, we used the
input-output table data of China since 1992 to estimate the fiscal expenditure multiplier, the organic
composition of capital and the rate of surplus value.

The results are as followings. (1) The fiscal expenditure multiplier is negatively correlated with the
surplus-value ratio, positively correlated with the organic composition of fixed capital, and negatively correlated
with the organic composition of circulating constant capital. (2) Raising the proportion of consumption
expenditure in fiscal expenditure will increase the multiplier of fiscal expenditure. (3) The changes in China’s
fiscal expenditure multiplier from 1992 to 2018 can be divided into three stages: the fiscal expenditure
multiplier increased from 1992 to 2000, decreased from 2000 to 2007, and rose again from 2007 to 2018 due to
the decreased surplus value ratio and the increased proportion of consumption expenditure in fiscal expenditure.

In terms of policy implications, this paper finds that to improve the efficiency of fiscal expenditure in
stimulating economy, we can appropriately increase the share of labor income, develop new technologies, and
increase the proportion of fixed capital in capital composition and that of consumer expenditure in total fiscal
expenditure.

The study of this paper is original in the following aspects. First, it expands the study of Marxist political
economy in the field of finance, and provides a new perspective for the analysis of fiscal expenditure multiplier.
Secondly, it analyzes influences of the income distribution and the technology structure on the efficiency of
government fiscal expenditure, and expands the research on the influence factors of fiscal expenditure
multiplier. Future research may expand the study on the efficiency of fiscal expenditure policy to include
different effects of central and local fiscal expenditure and the structure of fiscal revenue sources.

Keywords: Fiscal Expenditure Multiplier, Income Distribution, Common Prosperity, Technical Structure,
Theory of Reproduction
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