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A Probe into the Problem of Domestic Demand

CAO Jing
(Nankai Institute of Economics, Tianjin 300071, China)

Abstract: Effective demand has been the key problem in our macro economy. Recently, various kinds of
measures have been taken to pull our domestic demand and to stimulate the economic growth. However,
they haven’t had a great effect. On the basis of looking back upon theories of effective demand, this
article will build an income-expenditure model that is different from the mainstream economics. And this

model will be used to explain the problem of effective demand in China and raise suggestion on policy.
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