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Working Paper
“Big Crunch after Big Bang: The Income Effect of China's Anti-Corruption Campaign,” Oct
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“Dynamic Demand for Durable Goods with Refill Complements: US Electric Toothbrush
Market,” Oct 2023
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SIYI SONG

Big Crunch after Big Bang: The Income Effect of China's Anti-Corruption Campaign

This paper delves into the income effect of the Big Bang anti-corruption campaign under Xi
Jinping in China. Leveraging data from two household panel surveys spanning the period from
2010 to 2018, I employ a difference-in-difference (DID) framework, capitalizing on the temporal
variations introduced by the Central Committee of Discipline Inspections. I find a significant
decrease in household income following the campaign—a phenomenon aptly termed the 'Big
Crunch'. This effect remains robust across alternative specifications and placebo tests. Moreover,
I document a post-campaign decrease in the income premium received by politically connected
groups, including Communist Party members, State-owned Enterprises and Public Institutions
employees. I then discuss potential mechanisms underpinning the income contraction after the
campaign and find suggestive evidence for one channel: capital misallocation between State-
Owned Enterprises and private firms, potentially because banks suffered from heightened
political scrutiny and information asymmetry. In terms of welfare implications, I find government
transfers nearly halved after the campaign, exacerbating the Big Crunch. However, households
mitigate the income shock via reciprocal private transfers within social networks.

Dynamic Demand for Durable Goods with Refill Complements: US Electric Toothbrush
Market

This paper delves into the intricate intertemporal dynamics of consumer demand for a durable
product (specifically, the electric toothbrush handle) and its associated refill complements (the
replacement heads). It commences by formulating a comprehensive structural model that captures
consumer decision-making processes where the consumer decides when, what, and how much to
purchase, tracking his current inventory and the market price processes. To empirically ground
this model, data on the purchasing behavior of a panel of households in the oral hygiene product
domain is leveraged, spanning the years from 2014 to 2019. The estimation process relies on a
simulated maximum likelihood (SML) approach, complemented by an 'inner' value function
iteration procedure. Employing the estimated model, I proceed to simulate market outcomes
under various counterfactual scenarios, encompassing alterations in market structures and product
compatibilities. The results emphasize the importance of considering interconnected markets in
policy analysis.

October 2023
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