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Abstract

The cross period substitution elasticity of consumption has strong economic implications and is of
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great significance for understanding the phenomenon of low consumption and high savings in
China. This article uses consumption and interest rate data from 30 provinces (cities) from 1988
to 2021, combined with the Dynamic Stochastic General Equilibrium Model (DSGE), to empirically
measure the level of China’s macro consumption intertemporal substitution elasticity, and to view
China's low consumption and high savings phenomenon from a new perspective. Research has
found that, firstly, at the international level, China has a relatively high level of intertemporal
substitution elasticity in consumption. Secondly, there is a strong correlation between the inter-
temporal substitution elasticity of consumption and the co directional changes in savings rates.
The above conclusions provide a theoretical basis for estimating the level of cross period substitu-
tion elasticity of consumption in China, and provide policy reference for deepening China’s con-
sumption savings reform. In the future, we should focus on reducing the level of cross period
substitution elasticity of consumption, reducing the substitutability of future consumption to cur-
rent consumption, and thereby improving the current consumption level.
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Figure 1. Final consumption rates between China and major developed countries from 1980 to 2021
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Figure 2. Final consumption rates of the BRICS countries from 1996 to 2017
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Table 1. Descriptive statistics of variables
F 1. TEEAMGT

e Sl IE] i e/ ME 50 43 PN
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PRIATY R 1 & 3R 0.070 0.024 0.048 0.061 0.132
PEARTE LA 4815 6830 25.08 1831 43,435
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Table 2. Benchmark regression results
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Table 3. Fixed and random effects regression
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Table 4. Robustness test regression results
4. FREMAREEAEER

1) ) (3) 4) %) (6)
WA & HIKR  HEMEKR  EHEMEKR JEIEKR EEMKR HEENER
B 0.239™ 0.203™" 0.238"" 0.150"" 0.558"" 0.381™"
SERRA K
(5.193) (3.974) (5.873) (3.109) (4.838) (3.409)
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t
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‘ -0.012™" -0.014™ -0.010™"
LR IBKT
(—5.196) (-3.396) (—6.286)
-0.001 0.002 -0.000
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(0.101) (2.265) (3.084)
B -0.000 -0.000 -0.000
THERE
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WEUE R & K
(3.023) (-0.601) (4.326)
-0.063™" -0.038" -0.010
R R BRI & K
(-3.181) (-1.873) (—0.938)
0.079™ -0.295 0.076™ -0.623" 0.046™" -0.312"™
BB
(245.426) (—1.483) (68.038) (-2.012) (3.129) (—5.909)
A 870 870 900 900 960 960
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Table 5. Fixed effects regression in the eastern, central, western, and northeastern regions
F5 F. A FitXEEHREYT

€y ) (3) 4)
R ERH X R X PG B [X ZAbHX
Wi AR A 5 Y P R T K R TR R VH K R
0.501™" 0.395™" 0.581™" 0.474™
SEBRF KT
(6.181) (3.765) (5.958) (3.368)
0.074™ 0.086™" 0.077™ 0.056™"
B
(19.089) (17.520) (17.536) (10.585)
N E 330 198 363 99
R? 0.107 0.069 0.092 0.107

W T TR BIERIRAE 10%. 5% 1%7K P Flid B AR
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R rR b X 1R EIS Sk, HUGRAREHIX, RACHXAESR =, X .

i BRI EIS FOfE A S ARG, BT YN X A B R TR BT AT
SEFEMZTN EIS, 52X MfHE 2R SER FRB B, DRI A S i 4k 22 7 i e 2000 252 1 [X 7] 1988 4F
2 2021 FFHIEE K, a1k 6 s

Table 6. Savings rate levels in the eastern, central, western, and northeastern regions
F6. K. . A RIMXFEERKE

Hu X &%
AR X 0.4828056
HH i X 0.4639867
FaEHh X 0.5584858
ARAbHX 0.4725102
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—EE. WAHFE LT, EIS AKCPUK, &SRS BUE RS e, SRIUDY EIS UK.
ACE S Bl RS, AESE T LRSS e, SEELZ G EAR o B AL R LA 4
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