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LA DAUNIGES p beta 0.9500 | 0.1000 | 0.7542 [0.5769,0.9491]
558l ) T B 0 beta 0.5000 | 0.1000 | 0.4349 [0.4144,0.4508]
U 55 Rl 2 DR A 3 r beta 0.5000 | 0.1000 | 0.5362 [0.3777,0.7016]
K Ve AR SR Lo normal 13500 | 0.0500 1.3762 [1.1667,1.5971]

R SR AR R L R AR K normal 148.2 10 164.58 [153.8921,153.8945]
SEFINES n beta 0.9100 | 0.1000 | 0.7168 [0.6522,0.7983]
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STt S R 5 Py gamma 0.1600 | 0.1000 | 0.1330 [0.1313,0.1465]
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A Research on the Policy Coordination of “Expanding
Domestic Demand” in China: From the Perspective of
Income Distribution

. 1,2 .1 .. 1,3 . 1
He Jian ’", Zhang Mengting , Xu Liping *~, Zheng Zhiyong
(1. School of Economics and Management, Shihezi University, Shihezi 832000, China; 2. School of Finance,

Xinjiang University of Finance & Economics, Urumgi 830000, China; 3. School of Business,
East China University of Science and Technology, Shanghai 200237, China)

Summary: The world’s economic systems have been repeatedly hit by the COVID-19 epidemic, which
has led to the resurgence of domestic demand problems and made it more complicated. What is the root cause
of domestic demand problems and how will it be solved? Few studies have responded in a more complete
way, but they offer the possibility to take demand issues further. Therefore, it is valuable and practical to ob-
serve the state of domestic demand and find ways to boost it from the perspective of income distribution.

This paper tests the effect of labor bargaining power shocks and wage stickiness on domestic demand, as
well as the effect of the combination of fiscal and monetary policies and minimum wage policies by construct-
ing a heterogeneous household DSGE model that incorporates the wage determination mechanism. In addi-
tion, the previous results are corroborated by using residential sector survey data. The results show that:
Firstly, sluggish domestic demand in China is related to the uneven distribution of residents’ income, and it is
more obvious in low-income groups. Secondly, policy coordination can deal with sluggish domestic demand,
and fiscal policies are most effective.

To expand domestic demand, this paper suggests that: Firstly, we should improve income distribution, in-
cluding the establishment of a flexible wage adjustment mechanism, the protection of labor bargaining power,
etc. Secondly, we should build a combination regulatory framework of various macro policies, and supple-
ment black box testing, policy target balancing, policy matching timing, etc.

The possible contribution of this paper lies in that: Firstly, it presents the solutions of domestic demand
problems from the perspective of income distribution, which provides a feasible idea for strengthening China’s
domestic demand and policy regulation. Secondly, it builds a heterogeneous household DSGE model that in-
cludes intra-labor splits, wage negotiations and wage stickiness, as distinct from the New Keynesian model,
which is a new attempt and can explain domestic demand volatility in China. Thirdly, it verifies the feasibility
of policy coordination by extrapolating from theory to residential sector behavior analysis, capturing the gener-
alizability of findings.

Key words: income distribution; labor bargaining power; wage stickiness; expanding domestic
demand; policy coordination (Friemit m %)
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