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In this study, we considered the effectiveness of economic policies such as
tax, fiscal, and monetary policies with dynamic general equilibrium models that take into account
various heterogeneities in the economy. First, we show that in models with household heterogeneity,
the effects of tax reform and monetary policy, the shape of the Laffer curve, and the decomposition
results for the business cycle differ from those of a representative agent model. Second, we show
that the main factors that cause labor wedge fluctuations differ from those in existing studies by
estimating a DSGE model using a new method that allows for the possibility of the absence of
structural shocks. Finally, we develop a framework to factorize co-movement across prefectures and
empirically show that there are imperfections in financial markets that prevent risk sharing in
consumption.
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