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The Additive Effect of Uncertainty and Sticky Information on

the Release of Rural Potential Consumption in China
Song Mingyue' and Zang Xuheng’
(1: School of Economics, Shandong Normal University;
2. Institute of Consumption and Development, Shandong University)

Abstract: In consideration of the characteristics of information lags and higher information
collecting and updating cost in rural areas, this paper analyzes the additive effect of uncertainty
and sticky information on rural consuming and saving behavior on the basis of permanent income
and urban consumption attitudes. Using quarterly panel data of 31 provinces from 2013 to 2016, we
estimate the information sticky parameter is around 0.85, which indicates the feature of high
consuming behavior path dependence in rural areas.Applying the above—mentioned parameter and
subsequently, we amend the short period measurement of income uncertainty, and establish the
substitute variables of the additive effect of uncertainty and sticky information. Afterwards, we
estimate that the quarterly consumption will increase by 3.79% —4.90% if the expected income
fluctuation ratio decreases standard deviation difference, and the value will be 6.64% —7.43% if
the information sticky parameter decreases to 0.80 at the same time when the other conditions
remain unchanged.In the followed regional analysis, we find that the western rural region has the
highest additive effect degree than the eastern and the central.Generally speaking, the crowding—
out of precautionary motive on consumption under the sticky information should be pay high
attention.

Keywords: Uncertainty, Sticky Information, Additive Effect, Rural Potential Consumption
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