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The Effect of Consumption Tax Salience on Resident’s
Consumption Behavior

——An Empirical Study of Situation Simulation
CHEN Lipeng(Huazhong University of Science and Technology, 430074)
ZHENG Yujie(Central China Normal University, 430079)
XU Jianbin(Jiangxi University of Finance and Economics, 330013)

Abstract: Based on the perspective of Behavioral Economics and taking the consumption of cigarette, wine
and cosmetics as examples, this paper makes an empirical analysis of the effect of consumption tax
salience on resident’s consumption behavior, by the between-subject experiment of situation simulation
and Ordered Probit Model. The studying results show that the Consumption Tax Salience has a
significantly influence on consumption behavior of consumers of cigarette, wine and cosmetics, in the case
of a control on income level and some other factors. That means the propensity of consumers for reducing
consumption of cigarette, wine and cosmetics will be stronger when Consumption Tax Salience gets
higher obviously. Additionally, marginal effect estimation shows that the marginal impact of Consumption
Tax Salience on consumers’ behavior propensity of probably and absolutely reducing cigarette, wine and
cosmetics consumption is larger, compared with income level and other relevant variables. This means
Consumption Tax Salience has a significantly influence on resident’s consumption behavior. Therefore, in
order to let Consumption Tax play an effective role on correcting negative externality and regulating
resident’s consumption behavior, China should reform the current consumption tax system, and levy
consumption tax excluded in price, and transfer tax payment stage to retail link, so that in which way the
Consumption Tax Salience will be raised and the resident’s consumption behavior and demand structure
will be effectively adjusted.

Keywords: Consumption Tax Salience, Resident’s Consumption Behavior, Consumption Tax Reform
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