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Economic Stimulus Package and Start-up
of Rural Consumption in China:
Empirical Study Based on the Decomposition
of Rural Household Income

CAI Yue-zhou

(Institute o f Quantitative & Technical Economics, Chinese Academy

of Social Sciences, Beijing 100732, China)

Abstract: Based on the decomposition of China’s rural household in-
come, through co-integration and other econometric tools the paper makes
quantitative analyses of factors affecting rural household consumption. And
compared with the ongoing economic stimulus package in China, it analyzes
the effects of concrete policies on promoting rural household consumption.
Empirical study and policy analyses show that: (1) Operating income and
wages income of rural households, and fiscal expenditure on rural relief
funds are the three main factors significantly affecting current rural house-
hold consumption. (2) The ongoing stimulus package includes both the
short-term stimulating action such as consumption price subsidies and the
long-term policies aiming to increase rural household income and improve
the rural social guarantee and rural consumption environment; the stimulus
package is directed against promoting rural household consumption. (3)
Governments should put emphasis on various long-term policies. In addition
to the increase of the total fiscal expenditure on agriculture aid, it should fo-
cus on increasing other expenditures on agriculture aid except agriculture op-
erating expenses. (4) The development of intra-county economies is the key
to starting up rural household consumption. In future China should have its
eyes on the combination of starting up rural household consumption, develo-
ping the intra-county economies and promoting the integration of the devel-
opment in rural and urban areas.

Key words: rural household consumption; rural household income; e-

conomic stimulus package; fiscal expenditure on agriculture aid
GriEmE A



