
4.6 Composition of Spending

Finally, Table 5 breaks down the total expenditure response to the rebate into the

contribution from motor vehicle spending and other expenditures by estimating equa-

tion (5) for each component. The estimates imply that motor vehicle expenditures

account for almost all of the total expenditure response. The MPC for motor vehicles

is 0.33 in the full sample and 0.3 in the rebate only sample and are statistically signifi-

cant in both cases. The importance of vehicle spending is consistent with Adams et al.

(2009) who find a substantial increase in car demand during the regular tax rebate

season and Aaronson et al. (2012) who document large motor vehicle expenditures fol-

lowing minimum wage hikes. By contrast, we find that there is little change in other

expenditures: that MPC is -0.02 in the full sample (column 2) and 0.07 in the rebate

only sample (column 4).

Table 5. Household Spending Response to Rebate by Subcategory

Full Sample Rebate Only Sample

Motor Vehicles Other PCE Motor Vehicles Other PCE
(1) (2) (3) (4)

Rebate Indicator 308.41∗∗∗ −20.28 286.72∗ 68.29
(114.69) (145.54) (173.35) (460.16)

Lag Rebate Indicator 129.58 −181.36 138.07 −483.39
(94.72) (133.82) (120.18) (343.67)

Lag Total Expenditure 0.02∗∗∗ −0.28∗∗∗ 0.02∗∗∗ −0.32∗∗∗

(0.01) (0.03) (0.01) (0.02)
Lag Motor Vehicle −1.04∗∗∗ 0.30∗∗∗ −1.04∗∗∗ 0.33∗∗∗

(0.01) (0.03) (0.01) (0.03)
Implied 3-month MPC 0.33 -0.02 0.30 0.07
Income Decile FE Yes Yes Yes Yes
Observations 16,962 16,962 10,076 10,076

Notes: Standard errors, in parentheses, are clustered at the household level. Significance is indicated
by: ∗ p < 0.1, ∗∗ p < 0.05, ∗∗∗ p < 0.01. All regressions include interview (time) fixed effects, as well
as household level controls for age, change in number of adults, and change in number of children. The
standard errors for the 6-month MPC are estimated using the Delta-method with the assumption that
the coefficients of rebate amount on the rebate indicator are estimated precisely. Rebate sample includes
only households that receieve a rebate at some point during our sample period. The rebate coefficients
are the weighted average of the interaction between the rebate cohort and a (lagged) rebate indicator
where the weights are derived from Sun and Abraham (2021).
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