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Abstract: This paper shows that the impacts of fiscal policies may be reversed as public debt accumulates
based on a theoretical model. Using the 1998—2010 panel data of China and GMM technique we find that China
exhibits traditional Keynesian behavior in the current period under fiscal consolidations but reveals modest non-
Keynesian effect in next period. Based on above this paper suggests that the debt levels of local governments are
approaching the threshold and is calling for more attention to the delayed Non-Keynesian effect that may alter or
even reverse the original intention of fiscal policies.
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