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Stimulus Policy in Macro Environment: Flexible Application Based on Supply Constraints
XU Gao
[BOC International (CHINA) CO.,LTD.]
Abstract The evaluation of stimulus policies should be put into a specific macro environment. The same stimulus
policy may produce very different effects in different macro environments. Therefore, whether policy stimulus should
be done or not depends on the macroeconomic environment and cannot be generalized. The real constraint of the
stimulus policy is in the supply capacity of the macroeconomy, and it should target inflation and international balance
of payments(BOP) that reflect whether the supply constraint is tightened, stimulate demand when inflation is below
the target and the BOP is in surplus, and exit when inflation is above the target and the BOP is in deficit. Stimulus is
not a "thirst quencher", but a necessary measure to stabilize the economy under the premise of structural imbalance.
Stimulus policy is only a technical means for the government to regulate the macroeconomy. This technical means,
which should be used flexibly depending on the situation, should not be regarded as contradicting to the major policy
orientation that China has to adhere to in the long run. Otherwise, the government will be confined to its own limits,
and artificially increase the difficulty of regulating the economic operation.
Keywords Effective Demand, Stimulus, Supply Constraint
JEL Classification D12 E21 E32
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