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How Will Releasing the Only-Child Policy
Affect Household Saving in China?

Jingxiang Huang*

December 2023

Abstract

China’s savings rate is notably high, where household savings play a dominant role,
and the relationship between population policy and household savings rate has been
widely discussed. This paper utilizes China’s 2016 Universal Two-Child Policy as an

exogenous policy shock, setting up a diff in-di model, and

tests that relaxing the family planning policy will lead to an increase in household
savings. Furthermore, this effect is more pronounced in families with low income, low
assets, and those where the first child is a girl. The conclusion from this paper differs
from previous research, suggesting that the effect of population policy on household

saving may be dynamic and changing over time.

“University of California, Berkeley (E-mail: jingxiang_huang@berkeley.edu). This is a final paper for
ECON 191. T am very grateful to Gérard Roland and Qihang Wa for their excellent guidance, and Guanxi
Li for his support. Al errors are my own.
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Table 1: Summary Statistics

Treatment Group
(962 Observations)

Control Group

(1566 Observations)

Urban Samples 652
Rural Samples 914
Mean Std. Dev. Mean  Std. Dev. Treatment — Control
1) 2 ®3) (4) (5
Saving Rate in 2014 0.222 0.330 0.259 0.353 —0.038**
Saving Rate in 2016 0.283 0.327 0.285 0.352 —0.002
Family Characteristics
Family Size 3.427 1.025 4.534 1.460 —1.107***
Final Income (log) 10.957 0.699 10.789 0.706 0.167***
Net Asset (log) 12.550 1.354 12.244 1172 0.306%**
Consumption (log) 10.587 0.678 10.346 0.719 0.241%**
Total Expenditure (log) 10.783 0.688 10.549 0.757 0.233%**
Consumption Proportion
Food 0.342 0.166 0.325 0.173 0.016*
Medical Care 0.053 0.0864 0.066 0.102 —0.013***
Housing 0.113 0.119 0.126 0.144 —0.013*
Education and Entertainment  0.116 0.124 0.113 0.148 0.003
Mortgage 0.040 0.603 0.074 0.603 0.034**
Dress 0.070 0.053 0.069 0.050 0.001

Note: This table reports basic summary statistics of the dataset, including mean value and standard
deviation respectively for treatment group and control group. The differences between the two groups has

been t-tested.

* Significant at the 10 percent level.
** Significant at the 5 percent level.
*k* Significant at the 1 percent level.
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m Saving; = a X Treat; x Policy, + fXu + u, +0; +¢cu

Table 2: Benchmark Regression Results

(1) 2) ®3) (4) (5) (6) (7
All All All Urban Urban Rural
Treat x Policy(a) 0.034**  0.063***  0.055**

Rural
0.069*** 0.023 0.0517 0.067

(0.0165) (0.0200) (0.0276) (0.0225) (0.0343) (0.03744) (0.0459)
Control Variables No No Yes No Yes No Yes
Family Fixed Effects No Yes Yes Yes Yes Yes Yes
Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes
Observations 2854 2854 2854 1497 1436 1429 1400

Note: **p < 0.05, ¥**p < 0.01.
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m Saving; = a x Treat; x Policy, + f x Treat; x Policy, x
Urban; + Xt + p; + 05 + it

Table 3: Heterogeneity on Urban and Rural

(1) (2)

Treat x Policy(a) 0.063***  0.053*
(0.0241)  (0.0303)

Treat x Policyx Urban (8)  0.001 0.005
(0.0224)  (0.0222)

Control Variables No Yes
Family Fixed Effects Yes Yes
Year Fixed Effects Yes Yes
Observations 2944 2944

Note: **p < 0.05, ***p < 0.01.
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Table 4: Heterogeneity on Income and Assets
¢)) )] ®3) 4 (5) (6) (M ®)
Income Income Income Income  Assets Assets Assets Assets
Group Below Below  Above  Above Below Below Above  Above

Treat x Policy(e)  0.176%*% 0.087*%  -0.025  0.062% 0.115%%* 0.119** 0031  0.003
(0.0301) (0.0404) (0.0262) (0.0371) (0.0320) (0.0420) (0.0256) (0.0358)

Control Variables No Yes No Yes No Yes No Yes
Family Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes
Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes
R? 0.05 0.10 0.00 0.07 0.02 0.07 0.00 0.10
Observations 1512 1456 1432 1398 1345 1345 1597 1509

Note: This table reports a in the regression of [T] Columns 1-4 report the results of samples whose final income is below
the average and above the average. Columns 5-8 report the results of samples whose net assets is below the average and
above the average. Standard errors clustered at county level are in parentheses.

* Significant at the 10 percent level.

* Significant at the 5 percent level.

** Significant at the 1 percent level.
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Table 5: Heterogeneity on Income and Assets through DDD
(1) (2) ®3) (4)

Income Income  Assets Assets

Treat x Policy(a) -0.025  -0030 0031  -0.28
(0.0265) (0.0329) (0.0255) (0.0331)

Treat x Policyx Lowincome/Lowassets (8) 0.201%*¥* 0.189*** 0.083** (0.196***
(0.0265)  (0.0406) (0.0255) (0.0437)

Control Variables No Yes No Yes
Family Fixed Effects Yes Yes Yes Yes
Year Fixed Effects Yes Yes Yes Yes
R? 0.03 0.06 0.01 0.06
Observations 2944 2854 2944 2854

Note: This table reports o and 8 in the regression of 3] Columns 1, 2 report the result with
Lowincome;, and columns 3,4 report the result with Lowassets;. Standard errors clustered at
county level are in parentheses.

** Significant at the 5 percent level.

*** Significant at the 1 percent level.
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Table 6: Heterogeneity on Gender of the First Child

(1) 2 ®3) (4)
Boy Boy Girl Girl

Treat x Policy(a) 0.047* 0.040  0.088***  0.068*
(0.0258) (0.0324) (0.0330) (0.0386)

Control Variables No Yes No Yes
Family Fixed Effects Yes Yes Yes Yes
Year Fixed Effects Yes Yes Yes Yes
R? 0.01 0.05 0.01 0.05
Observations 2520 2450 2240 2172

Note: This table reports « in the regression of [] Columns 1, 2 report
the result of families whose first child is a boy. Columns 3, 4 report the
result of families whose first child is a girl. Standard errors clustered at
county level are in parentheses.

* Significant at the 10 percent level.

*** Significant at the 1 percent level.
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m Policy, = 1 in 2018.

Table 7: Placebo Test

(1) @) ®3) (4) (%) (6) (7
All All All Urban Urban Rural Rural

Treat x Policy(a) 0023 0024 -0274 0031  -0.067 0016  0.009
(0.0167) (0.0215) (0.0301) (0.0262) (0.0400) (0.0372) (0.0474)

Control Variables No No Yes No Yes No Yes
Family Fixed Effects No Yes Yes Yes Yes Yes Yes
Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes
R? 0.00 0.00 0.02 0.00 0.04 0.00 0.04
Observations 2444 2444 2375 1223 1174 1204 1184

Note: This table reports « in the placebo test. Columns 1-3 report the result of all samples. Columns 4
and 6 report the result of urban samples. Columns 5 and 7 report the result of rural samples. Standard
errors clustered at county level are in parentheses.
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