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The Income Distribution Effect of Fiscal Policy under

the Present Condition of Unbalanced Development

BAI Zhonglin®  YIN Yanhui’ MIAO Yan®

(1. Tianjin University of Finance & Economics, Tianjin, China; 2. Tianjin Normal University, Tianjin, China)

Abstract: In order to reveal the economic mechanism of fiscal policy to redistribute income of residents and esti-
mate the effect of fiscal policy tools to narrow the income gap, this paper constructs a new Keynesian DSGE model
that considers household income heterogeneity and refines fiscal policy tools, analyses the dynamic effects of exoge-
nous shocks of fiscal policy on residents’ consumption, employment, wage level and income redistribution, and simu-
lates the macro-control effects of the policy of tax and fee reduction. The study shows that, in terms of fiscal revenue
policy, consumption and labor tax reductions have the effect of upgrading the consumption structure, stimulating em-
ployment and improving the income distribution pattern, while capital tax reduction has a widening effect on income
gap; in terms of fiscal expenditure policy, the investment expenditure can updgrade the consumption structure, pro-
mote economic growth and improve the income distribution pattern in the short term. Increasing consumption and
transfer expenditure will increase the consumption of rule-of-thumb households in the short term, but the long-term
effect of narrowing the income gap is not detected.

Keywords: Income Distribution; Heterogeneous Family; DSGE Model; Fiscal Expenditure Policy; Fiscal Revenue
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