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The Dynamic Effects of Stimulating Consumption Policy

—Evidence from “Home Appliances to the Countryside”

ZHANG Chuanchuan'  WANG Yueqin® YANG Rudai®
(1. Zhejiang University, Hangzhou, China;

2. Central University of Finance and Economics, Beijing, China; 3. Peking University, Beijing, China)

Abstract: During the 14th Five-Year Plan period, it is necessary to shift the economic growth model from invest-
ment-driven to consumption-driven. Rural consumption. which has a large growth potential, is crucial to smoothing
the domestic circulation. In this context, improving policy design through evaluating the effects of various rural con-
sumption-stimulating policies becomes a focus of academic concern. This paper uses data from the Rural Fixed Point
Survey and employs an event study approach to estimate dynamic impacts of the “home appliances to the countryside”
program (Jiadian Xiaxiang) on consumption among rural households. The results show that the policy has signifi-
cantly promoted household consumption of durable goods. In particular, household consumption of durable goods in-
creased by 42. 3% and 56.2% in the second and fourth year of the policy implementation, respectively. In addition,
the increase in consumption of durable goods is much more pronounced among high-income households. Among low-
income households, the policy only promoted consumption of daily necessities and fuel due to the tight budget con-
straint and liquidity constraint. These findings imply that the effect of consumption-stimulating policies is larger when the
share of non-Ricardian consumers is lower, which hence relies on increasing the disposable income of rural households.

Keywords: Consumption; Transformation of Growth Model; Home Appliances to the Countryside; Rural Households
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