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An Empirical Analysis of Sustainability of Deficit Financing in China

ZHANG Huan-ming

(School of Economics and Finance s Xian ] iaotong Universty s Xian 710061, China)

Abstract: Based on the analysis of the relations among financial deficit, tax revenue and
national debt, this paper points out the edogenous nature of the financial deficit. Through a se-
ries of models, it proves the following views: (1)the growth rate of the tax revenue should be
smaller than that of GDP in a long run;the growth rate of the bearing rate of the national debt
is so fast that it is unavoidable to decrease tax; (2)in the short run,deficit financing has positive
function to economic growth under the cooperation of prudent monetary policy. but in a long
run,it has negative effects on the economic growth;(3)the theory of positive decision can’t ex-
plain economic reality reationally.

Key words: fiscal deficit;national debt;tax
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