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lyzes the effect of health uncertainty on non-farming labor supply in rural areas of
China by using the framework of utility function theory. Theoretical analyses show
that under the condition of health uncertainty there exists a phenomenon of pre-
cautionary labor supply, which can be significantly reduced by medical insurance.
This theoretical predication about precautionary labor supply is supported by the
results of empirical study using CHNS data.

Key words: uncertainty; precautionary labor; medical insurance
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Idiosyncratic Response of Consumer Behavior to Fiscal Policy:
A Study Based on Income Groups of Urban Population

HE Jing-tong, NA Yi
(Institute of Economics, Nankai University, Tianjin 300071, China)

Abstract: There exist three types of perspective to explain the relation
between fiscal policy and consumer behavior, namely, Keynes theory, life
cycle hypothesis and Ricardian equivalence proposition. But in China, due to
the current economic transition environment, different consumer groups
have idiosyncratic responses to fiscal policy. The paper builds up an extended
model of LCH and provides a sound theoretical explanation of the idiosyn-
cratic response. It makes related tests by classifying urban population in Chi-
na into five income groups and shows that the responses of citizen groups
from high income to low income is featured by REP, extended LCH and
Keynes theory respectively. It means that the design of fiscal policy has dis-
criminatory effects on different income group. The paper puts forward some
suggestion about optimizing the expenditure structure of governmental pur-
chases and adjusting taxation system to stimulate the growth of domestic
private consumption.

Key words: fiscal policy; private consumption; groups classified by in-
come; idiosyncratic responses
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