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The Structure of the Government Investment under the New Normal .
The Analysis on the Effectiveness and the Sustainability of Fiscal Policy in China
Xu Shudan

(School of Economics, Renmin University of China)

Abstract; The adjustment and optimization of our government investment structure determine its
impact on the sustainability of economic growth under the New Normal. This article discusses the
effectiveness of government investment, the reasonable structure of the investment plan, and the
contribution that the government investment makes to the idle funds, inflation and employment by
constructing a marcoeconomic model based on the investment. This article provides the theoretical
and empirical evidence for the power of the government investment, as well as the restructure of
the government investment. Through the historical simulation, the anti—historical simulation and
the prediction of the model, the results of this article show that: The government investment drives
economic growth and inflation significantly in short term, but has limit impact on the household
consumption and the employment; The early government investment plan is not of a reasonable
structure for stressing less emphasis on the health, education and innovation; While introducing
the market mechanism, the government investment plan under the New Normal has been effectively
optimized ; There exist idle funds in the government investment entering the virtual economy,
potentially causing real estate and asset bubbles.

Keywords: Government Investment, Fiscal Policy, Structural Adjustment, Macroeconomic Model

JEL Classification: C53, E62, H54

(WEH . Z )

52



