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IV.  The Short-Run Response of Expenditure

This section estimates the change in consumption expenditures caused by receipt 
of a stimulus payment during the three-month period of receipt, using the contem-
poraneous payment variables ES​P​t+1​ and I(ES​P​t+1​ > 0) in equation (1). Following 
JPS, we begin by estimating (the average) ​β​2​ using all available variation in the 
full sample and subsequently refine our identification strategy by dropping nonre-
cipients and late recipients from our sample, and by using only the variation in the 
timing of ESP receipt within each method of disbursement (check versus EFT). The 
subsequent section estimates the lagged response to the payments.

A. Variation across All Households

In Table 2, the first set of four columns displays the results of estimating equation (1) 
by ordinary least squares (OLS), with the dollar change in consumption expenditures 
as the dependent variable and the contemporaneous amount of the payment (ESP) 
as the key independent variable. The resulting estimates of ​β​2​ measure the average 
fraction of the payment spent on the different expenditure aggregates in each column, 
within the three-month reference period in which the payment was received.

actual passage of ESA or not, under the LCPIH any resulting wealth effects should be small and should have arisen 
at the same time(s) for all consumers, so their average effects on expenditure would be picked up by the correspond-
ing time dummies in equation (1). More important, heterogeneity in such wealth effects (or in ​β​2​) should not be 
correlated with the timing of ESP receipt, so (the average) ​β​2​ should still be estimated consistently.

Table 2—The Contemporaneous Response of Expenditures to ESP Receipt among All Households

Food
Strictly 

nondurables 
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Food

Strictly 
nondurables 

Nondurable 
spending

All CE goods 
and services

OLS OLS OLS OLS   OLS OLS OLS OLS

Panel A. Dollar change in spending
ESP 0.016 0.079 0.121 0.516 

(0.027) (0.046) (0.055) (0.179)

I(ESP) 10.9 74.8 121.5 494.5
(31.7) (56.6) (67.2) (207.2)
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OLS OLS OLS OLS   2SLS 2SLS 2SLS 2SLS

Panel B. Percent change in spending Panel C. Dollar change in spending

ESP 0.012 0.079 0.128 0.523
(0.033) (0.060) (0.071) (0.219)

I(ESP) 0.69 1.74 2.09 3.24
(1.27) (0.96) (0.94) (1.17)

Notes: All regressions also include a full set of month dummies, age, change in the number of adults, and change 
in the number of children following equation (1). Reported standard errors are adjusted for arbitrary within-house-
hold correlations and heteroskedasticity. The coefficients in panel B are multiplied by 100 so as to report a percent 
change. The last four columns report results from 2SLS regressions where the indicator variable for ESP receipt 
and the other regressors are used as instruments for the amount of the ESP. All regressions use 17,478 observations 
except for the first two columns of panel B which have only 17,427 and 17,475, respectively.




