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Effect of Active Fiscal Policy in the Context of Supply-Side Structural
Reform: On the Choice of Anchor for Monetary Policy
Pan Min Zhang Xinping
(Wuhan University, Wuhan, China)

Abstract: By developing a new Keynesian dynamic stochastic general equilibrium (NK-DSGE)
model with structural fiscal policies, which consists of two types of households, labor intermediaries,
firms, central banks and ministry of finance, based on the combination of active fiscal policy and
prudent monetary policy by China in the context of the supply-side structural reform, this paper
compares the macroeconomic effect of various active fiscal policies, investigates the impact of the
choice of anchor for monetary policy on the long-run welfare loss caused by various fiscal policy
instruments. This study finds that policies of increasing consumption fiscal expenditure and reducing
labor income tax have the most obviously stimulating effect on the macroeconomy in the short-run, but
we should pay attention to the disadvantages that lead to the rise of government debt risk simultaneously.
In the long run, we should pay attention to the guarantee effect of productive fiscal expenditure policy
on the stability and long-term development of China’s economy. In addition, once the implementation
time of positive fiscal policy is too long, its long-term effect will be weakened and it will have adverse
effects on the macroeconomy. In order to reduce the long-term economic fluctuations and welfare losses
caused by expansionary fiscal policy, a prudent monetary policy should focus on price stability as the
anchor in fine-tuning operation.
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FINBUFIZR 28 B FEAAE N 1 3R 7= H DA AR P2 A R, FFAR 8 B I Ik R 1 2 SIEBR{E
SFFRNTE, WL SCIE e B8 7= 45 0% 58 RO 25 44 SCTIL N [ e B AR, HARYEIE T ik
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SEBRE . T RN AR ) JF AR B B N R AR, I BRI AT REAEE TG S, XS
AT Census X12 T AL, Jk TS MEEIRIOS BUE, 53T HP 383
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X F B SH) it v, SRR K 2 BOCHR IRm S i, BRI K b e T )
—Br B EERE I IE N 0.8, JIARHEZEN 0.1, BT B H FE REEAE[0,1]1X H]
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RN ZE Yy, SHREMESE (2019) WL, KH eI BME 5 My 1.6 F10.35. b4, S EHE
A E 38 (2014) . FAERFZIETE (2016 ), X &% 2 I B S 0 7 B R O S 3
{Wecrs Worys Wrrys Wepy PR G55 G011 K RN 28U cpy Yarp, Yrrps Wrps M SE I E S bRl 2 HEAT
Wi, FEAHBRMMT o Ah. R, SRR IUE TR S, & e T AR v 22 AR A 26 3634
{5 0.01 FIEAN 5047 o

TSR ILR 1, A RIS EUN G 36018 [ 90% ) o KBS X 1] ¥ 5 S 16 M E A7 1E
S 2 S, XU B DU A T E 4 R i, BLWINAR Erh A TR R A S HCE S E NS R

(=) BRBUSERIFMN

N T VPN AR SO A Xof i [ S PR 57 BB 38 R, AR T T 1R SR HE 5 DL B i i 45 51,
o BRI 1996 4F58 1 Z2FF 4% 2019 4R 28 4 ZREMF~ . Ao R HE. @ik, Fl=
FAAR AT T IR0 — WIRIIERAG T, RN B IS T B 13 B A BEDUE 5 ) U P A 1 S B
PAERAT THE XTI, 45 1. 7R 1 H, SELRRORIEAT— IR B AL BEUE, kR 2o il
B ISEPRE ©, BERONIIR], 2 T A RS RREET, DU AR R X B S B A AL AR
B, R, T, B L arw, T IS T S, $ERT— W R R AR AR (ki
AL G SEBME AR A TEAR B, WAL R 22 N, BRSO RS AR i b i R 5 T
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Pa Beta 08 0.1 0.8654 [0.7740, 0.9342]
PR Beta 08 0.1 0.5018 [0.4666, 0.5370]
Pec Beta 08 0.1 0.8988 [0.8226, 0.9766]
Per Beta 08 0.1 0.8889 [0.8514, 0.9259]
P Beta 08 0.1 0.7502 [0.6963, 0.8043]
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P Beta 0.8 0.1 0.8407 [0.7931, 0.8890]
Pen Beta 0.8 0.1 0.9232 [0.8725, 0.9814]
Per Beta 0.8 0.1 0.8898 [0.8649, 0.9161]
Pece Beta 0.8 0.1 0.8631 [0.7995, 0.9246]
Pecr Beta 0.8 0.1 0.7402 [0.6922, 0.7976]
PerL Beta 0.8 0.1 0.7829 [0.7547, 0.8158]
Pers Beta 0.8 0.1 0.8185 [0.7688, 0.8726]
Pern Beta 0.8 0.1 0.7644 [0.7120, 0.8329]
. Gamma 16 0.1 1.6334 [1.5526, 1.7201]
Yy Gamma 0.35 0.1 0.4262 [0.3642, 0.4900]
Vecr Gamma 06 0.2 0.5752 [0.3894, 0.7763]
Ve Gamma 04 0.2 0.4171 [0.3064, 0.5149]
Vecs Gamma 03 0.2 0.0659 [0.0112, 0.1219]
- Gamma 03 0.2 0.0726 [0.0141, 0.1325]
Vory Gamma 05 0.25 0.3698 [0.1614, 0.5703]
Wery Gamma 0.4 0.2 0.4366 [0.3166, 0.5495]
Veis Gamma 0.4 0.2 0.0991 [0.0640, 0.1336]
. Gamma 0.4 0.2 0.3118 [0.0862, 0.5401]

RA

0.05
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1996 1999 2002 2005 2008 2011 2014 2017 1996 1999 2002 2005 2008 2011 2014 2017

RANRGE 004 B

0021
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P . . . ) : . . -0.02 ) . . . . . .
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F =R
— BB
- - - SR ER A

1996 1999 2002 2005 2008 2011 2014 2017

B A= R A SR AT 1 0942 AR off a9 rb &
(2 MMETZTEIRELSRAT 1 MEREIEZ 8] £ F R M %t

R % 5 (bR 2 7 I ME
P 0.0066 -0.0004
VNCE 0.0223 -0.0007
MABLBE 0.0635 0.0040
B K 0.0027 0.0001
GIES 0.0024 -0.0000
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BRI T RS R A O B AT A I i AR, AT T 2 ) U ARDRE AR I OB B T R i S fe

Hyoutn g
WA BB H TBUSR K 3 -
Afi E X o(1+R)JAf
AG; EZ?=0(1+R)_jAGi,k (29)
RSO o K S e i«
Afi _ ESfo(+R) JAfik 309

AT, EXK (1+R)JAT;)

ERX (29). KX (300 1, ARIREAEMN TRSEM KT, f ARRITEERNEZUE
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3G I AE =M B AT = A BURIE L, 856 ESC8hit, IXATRES 1 2 M B e 48 05%
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