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Public Risk With Medium and Long-Term Economic Development :
Analytical Framework, Impact Mechanisms and Policy Options

LIU Shang-xi
(Chinese Academy of Fiscal Sciences, Beijing 100142, China)

Summary: Human society has entered a risk society, and many unpredictable risk costs can affect the behavior of
economic entities more than predictable factor costs. The traditional economic operation analysis generally assumes that the
public risk is zero, that is, under the condition of macro certainty, it is no longer applicable to the current situation. Under
the background of increasing risks and uncertainties, by constructing a “risk-cost” analysis framework, it is helpful to
objectively and comprehensively understand the current economic situation and main contradictions, analyze the internal
roots of public risk diffusion, and then formulate more scientific and effective countermeasures.

The problems faced by China’ s medium and long-term economic development, such as economic downturn,
insufficient jobs, insufficient policy stimulus and huge changes in the external environment, are the evolution of public
risks: from economic downturn to expected weakness, social supply and demand form negative feedback mechanism
evolution; from the lack of jobs to the rise of wage risk premium; from insufficient stimulus policy to the effectiveness of
epidemic risk hedging policy; from the great change of the external environment to the lack of strength in “doing your own
thing”. All public risks will eventually be transformed into the costs of government, residents and enterprises, deteriorating
their balance sheets and cash flow statements, especially leading to an increase in the risk discount rate, an increase in total
factor costs, and a decline in the potential economic growth rate.

At present, China’ s existence upholds the fatalistic growth concept, the government and the market have failed to
form a joint force, the marginal improvement of the “peasant society” has peaked, the overall goal of the modernization of
national governance is not focused enough, the evaluation is not enough, and the central institutionalism and local
behaviorism have not been effectively integrated. These problems influence and catalyze each other, which ultimately leads
to the transformation of public risk into risk cost and the increase of economic and social uncertainty. If this uncertainty
cannot be improved, it will lead to further expansion of public risks and form a vicious circle, hindering sustainable
economic development. Therefore, we must attach great importance to the governance of public risks and avoid the
long-term economic recession that may be caused by the rise of public risk levels.

Based on the analysis of the internal causes of the continuous spread of public risks, this paper proposes that six major
relationships should be properly handled at present, namely, development and security, digital economy and real economy,
farmers’ citizenization and rural revitalization, multiple goals and policy coordination, economic regulation and economic
governance, and the matching of local capabilities and powers and financial resources, so as to achieve effective hedging of
public risks.

Key words: public risk ;medium and long-term economic development; risk-cost
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