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Keeping in mind the degree of statistical significance, our finding of a large spend-
ing response on new cars is suggestive of an important role for liquidity constraints. 
The ESPs may have provided otherwise unavailable down payments for debt-
financed purchases of cars. In this case, whether this spending on autos would be 
reversed in the short term would depend on whether the ESPs caused all households 
to on average buy a car a few months sooner, leading to no subsequent short-term 
decline in aggregate demand, or whether those whose ESPs did not cause them 
to purchase a car immediately instead spent their ESPs on other items and were 
constrained and unable to purchase cars a few months later, leading to a reversal in 
demand.

In contrast, a back-of-the-envelope calculation suggests that models of inat-
tention seem unlikely to explain the results for autos. Under inattention, broadly 
speaking, some households can be surprised by their receipt of an ESP. To illustrate 

Table 7—The Propensity to Spend on Subcategories of Expenditures

Panel A. Food
Panel B. Additional categories  

in strictly nondurables

Dependent variable: 
Food at
home

Food
away

from home
Alcoholic 
beverages

Utilities,  
household 
operations

Personal
care

and misc.

Gas, motor 
fuel, public 

transportation
Tobacco 
products

Coefficient on ESP 0.050 0.025 0.011 0.059 0.083 0.027 0.007
Standard error (0.032) (0.033) (0.007) (0.027) (0.049) (0.039) (0.009)
Implied share of increase 0.16 0.08 0.04 0.19 0.27 0.09 0.02
  in nondurable
  spending

Share of avg. spending on 0.23 0.11 0.01 0.23 0.04 0.16 0.01
  subcategory

Panel C. Additional categories 
in nondurables Panel D. Additional categories in total CE spending

Dollar change in
  spending on: Apparel Health Reading

  Housing  
(incl. furnishings) Entertainment Education Transportation

Coefficient on ESP 0.022 0.025 −0.001 0.099 0.077 −0.100 0.527
Standard error (0.021) (0.048) (0.003) (0.092) (0.099) (0.042) (0.269)
Implied share of increase in:
  Nondurable spending 0.07 0.08 0.00
  Durable spending 0.16 0.13 −0.17 0.87

Avg. spending on subcategory:
  Share of nondurable 0.06 0.15 0.01
  Share of durable 0.56 0.13 0.04 0.27

Panel E. Subcategories of transportation

Dollar change in 
  spending on:

New
vehicle 

purchases

Used 
vehicle 

purchases

Other 
vehicle 

purchases

  Maintenance
and

repairs

Other, 
insurance fees, 

etc.

Coefficient on ESP 0.357 0.123 0.011 0.009 0.027
Standard error (0.204) (0.149) (0.054) (0.028) (0.024)

Implied share of increase in durable spending
0.59 0.20 0.02 0.01 0.04

Share of average durable spending
0.07 0.06 0.01 0.04 0.09

Notes: The first rows of each panel report results from a regression that also includes the change in the number of 
adults, the change in the number of children, the age of the household, and a full set of month dummies. The sample 
includes only households receiving only on-time ESPs (N = 10,488 for all regressions). Reported standard errors 
are adjusted for arbitrary within-household correlations and heteroskedasticity. All results are from 2SLS regres-
sions where I(ESP) and the other regressors are used as instruments for ESP.




