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Internal and External Habit Formation of Consumption of
Rural Resident in Hubei Province: An Empirical Study Based on
Consumption Structure

ZHANG Bang-ke' , TAO Jian-ping’
(1. College of Engineering and Technology , Hubei University of Technology ,Wuhan ,
Hubei,430068;2. College of Economics and Management s Huazhong Agricultural University .
Wuhan s Hubei ,430070)

Abstract Using consumption structure data and generalized method of moments, this paper analy-
zes internal and external habit formation of consumption of rural residents in Hubei Province. The find-
ings show that on the one hand, consumption of rural residents in Hubei shows negative internal habit
formation in the food, household appliances and services and housing expenditures ,and shows positive
internal habit formation in educational and cultural recreation, but it is insignificant in other items. On
the other hand,consumption of urban residents shows positive demonstration effects on rural residents in
transport and communications,health care and medical services,and is negative in housing and clothing
expenditures ,but it is insignificant in other items. Consumption of rural residents is beginning to show a
rational character,but it is not mature.

Key words habit formation; consumption structure; rural residents; generalized method of mo-

ments; Hubei Province
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