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[Abstract]

The Analyses of Demand and Supply Constraints:
A Comparison of Ritz-Spaulding Approach with Mixed
Exogenous—endogenous Model in an Input-Output Framework

Haemyoung Ji*

The adverse effects induced by demand and supply constraints have to include not
only the direct effects of own constraints, but also the indirect effects resulted from
the non—constraint other industries for revising the over—estimation of the constraint
effects. In the methodological aspects, the effects of demand constraints can be
evaluated with the usual demand-output multiplier analysis in an Input-Output
framework. Supply constraint effects would be estimated either by mixed
exogenous—endogenous model or by Ritz—Spaulding(RS) multipliers. The former may
fail to capture indirect effects, where as RS model is superior to the former in that it
includes the indirect effects. Based on the empirical results, the total adverse effects
of demand and supply constraints are different by industries. The difference by
industry is basically caused by the disparity of intermediate input structures in the
mentioned industries. The adverse effects by industry are different with those of
constraints by industry because of the inclusion of the indirect effects induced by the
other non—constraint industries. Since constraint effects are varied across industries,
policy means should be developed based on the consideration of the adverse effects. If
demand-side effects are greater than the supply—side ones, then policies may have to
focus on the demand-side measures, like the promotion of demand, in alleviating the

adverse effects, and vice versa.

Keywords: demand constraints, supply constrains, mixed exogenous—endogenous
model, RS(Ritz-Spaulding) model
JEL Classification: L0
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