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Research on the Relationship Between Government Consumption Expenditure and

Residents Consumption in China Based on State Space Model
Song Xinlu

(College of Politics and Public Administration Social Security Research Center, Wuhan University, Wuhan, 430070, China)

Abstract: This paper, using the data of fiscal expenditure and resident consumption from 1978 to
2013, analyzes the long term dynamic effects of government consumption expenditure on household
consumption in China through the state space mode and Kalman filtering. Empirical results show
that: the Chinese government consumption expenditure has a crowd-in effect on the household con-
sumption. The effect first enhanced and then weakened, arriving at the peak in 1998; at the same
time, the crowd-in effect in urban areas was greater than that of the rural areas. Finally, based on the
empirical results, the relevant policy recommendations are proposed to further improve the consump-
tion level of residents.

Key words: government; consumption expenditure; household consumption, state space mode



