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exogenous, the coefficient on the lag of ESP measures the (dollar or percent) change 
in spending in the three-month period following the three-month period of receipt.20 
We continue to focus on the sample of households that only receive ESPs on time 
(as in panel C of Table 3). As shown in Table 5, the presence of the lagged variable 
does not much alter our previous conclusions about the short-run impact of the pay-
ment, although the coefficients on ES​P​t+1​ are somewhat smaller than the correspond-
ing results in panel C of Table 3. Moreover, the receipt of a payment causes a change 
in spending one quarter later (i.e., from the three-month period of receipt to the next 
three-month period) that uniformly is negative but smaller in absolute magnitude 
than the contemporaneous change. Since the net effect of the payment on the level 
of spending in the later period is given by the sum of the coefficients on ES​P​t​ and  
ES​P​t+1​, this implies that, after increasing in the three-month period of payment receipt, 
spending remains high, though less high, in the subsequent three-month period.

These lagged spending effects are, however, estimated with less precision than the 
contemporaneous effects. For example, in the second-to-last column, for nondurable 
expenditures using 2SLS, nondurable expenditures rise by 25.4 percent of the payment 
in the quarter of receipt. The expenditure change in the next quarter is −9.7 percent, so 
that nondurable expenditures in the second three-month period are still higher on net 
than before payment receipt by 25.4 percent − 9.7 percent ≈ 15.6 percent of the pay-
ment (penultimate row of results). The cumulative change in nondurable expenditures 
over both three-month periods is then estimated to be 25.4 percent + 15.6 percent  
= 41.0 percent of the payment (bottom row). However, neither the 15.6 percent change 

20 To elaborate, by comparing households that differ in the random timing of receipt, these results trace out the 
on-impact and lagged effects of ESP receipt on spending, analogous to an impulse response. The lag of ESP cor-
responds to the second period in the impulse response. Note that these results are still partial equilibrium estimates, 
and they still control for aggregate effects via time dummies.

Table 5—The Longer-Run Response of Expenditures to ESP Receipt

Dollar change in Percent change in Dollar change in

Nondurable 
spending

All CE goods 
and services

Nondurable 
spending

All CE goods 
and services

Nondurable 
spending

All CE goods 
and services

OLS OLS OLS OLS 2SLS 2SLS

ES​P​t+1​ or I(ES​P​t+1​) 0.201 0.517 3.92 4.96 0.254 0.757 
(0.067) (0.211) (1.55) (1.96) (0.110) (0.360)

ESPt or I(ESPt) −0.054 −0.288 −1.23 −2.22 −0.097 −0.278
(0.080) (0.214) (1.50) (1.92) (0.113) (0.330)

Implied spending effect in 0.146 0.230 NA NA 0.156 0.479
  second three-month
  period

(0.104) (0.303) (0.177) (0.568)

Implied cumulative fraction
  of rebate spent over both 0.347 0.747 NA NA 0.410 1.235
  three-month periods (0.155) (0.477) (0.273) (0.892)

Notes: All regressions also include 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. Standard errors are adjusted for arbitrary within-household correlations and heteroskedasticity. The coeffi-
cients in the second triplet of columns are multiplied by 100 so as to report a percent change. The final triplet of 
columns reports results from 2SLS regressions where I(ESP) and the other regressors are used as instruments for 
ESP. The number of observations for all regressions is 10,488.




