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Abstract 

Since the outbreak of Covid-19, China and the global economy have been hit hard. In 
order to protect people's livelihood, promoting consumption and boosting the economy, 
governments have adopted fiscal policies to stimulate consumer spending. Data show 
that this policy has a stimulating effect on economic recovery and consumption. 
Therefore, from the perspective of microeconomics, with the help of consumer behavior 
theory, this paper will analyze the role of consumer coupons in stimulating the economy 
and the economic principles behind it, and put forward suggestions for the policy, so as 
to make it a more perfect and reasonable policy and play a better role. 
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1. Background 

The outbreak of the Covid-19 in late 2019 has caused a great impact on China and the global 
economy. On the one hand, both domestic and demand supply have been hit. On the other hand, 
the global epidemic and other countries' wrong measures have caused the global economy to 
shrink and external demand to decline. In the economic recession, small and medium-sized 
enterprises are in the most difficult situation. They have little reserve funds, and they put a lot 
of working capital into inventory for the Spring Festival. The year 2020 faces the task of 
building a moderately prosperous society in all respects and the rural revitalization.  Therefore, 
it is an urgent task to ensure the normal operation of small and medium-sized enterprises. 
Similarly, the downward trend of the economy has also caused a huge blow to people's 
livelihood. The rising unemployment rate and falling wages have plagued countless families. 
Therefore, in the emergency situation of the epidemic, local governments began to issue 
consumption coupons in conjunction with local shopping malls, restaurants and other 
consumer places, so as to promote consumption and boost the economy, ensuring the normal 
survival of enterprises, employment stability of people and normal life of families. 

2. Literature Review 

The new structural economics advocates that both "effective market" and "promising 
government" should be used, and advocates that "market efficiency is based on the premise of 
government's promising, and government's promising depends on the market efficiency". 
Therefore, many local governments began to take the way of issuing consumption coupons to 
intervene in economic development, trying to stimulate consumption to boost the economy. 
According to the payment and relevant economic data, the issuance of consumption vouchers 
has indeed played a role in promoting economic development. 

In the research on the form of subsidies, scholars believe that although the "explicit subsidy" 
behavior of directly issuing subsidy funds to the subsidy object to stimulate consumption is 
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more conducive to the subsidy object to choose consumer products according to their own 
consumption preferences than the "implicit subsidy" behavior of subsidizing the production 
and circulation of goods, but with reference to the current situation of China's high savings rate, 
if the subsidy fund is directly issued, the residents are likely to save this part of the money. 
Therefore, at the moment when China is in urgent need of promoting consumption, the "hidden 
supplement" method of consumption coupon should play a better role. 

Existing studies show that consumption coupons play an important role in stimulating the 
economy, which is indeed a practical and effective policy. However, the existing studies mainly 
focus on the utility analysis of consumption coupons, and few people study the economic 
principles behind it. Therefore, it is very important to analyze the principles behind this policy. 

3. Analysis on The Economic Principle of Consumption Coupon 

According to the existing research, consumption coupons can be divided into two categories, 
general consumption coupons and limited-purpose consumption coupons. General 
consumption coupons refer to the fact that the issuing department does not specify the purpose 
of consumption coupons, which can be deducted at any time of consumption, so it can be 
regarded as a cash subsidy that can only be used for consumption. While limited-purpose 
consumption coupons refer to the fact that the issuing department specifies the corresponding 
using situations when issuing consumption coupons, such as consumption coupons that can 
only be used in catering, tourism, shopping and other situations. Next, we will analyze the 
stimulating effect of the two kinds of consumption coupons on the economy from the 
perspective of microeconomics. 

3.1. General Consumption Coupons 

 
Figure 1. Schematic Diagram of The Principle of General Consumption Coupon 

 

As shown in Figure 1, before issuing consumption vouchers, the budget constraint line of 
consumers is L1, and the indifference curve is U1, Therefore, consumers choose to consume at 
point B, that is to consume X1 unit of product 1 and Y1 unit of product 2. After the issuance of 
consumption coupons, because the general consumption coupons can be applied to all kinds of 
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consumption, it can be regarded as a cash subsidy, that is, it can lead to an increase in the 
consumer's budget and move the budget constraint line to the right to L2. Higher budget makes 
consumers reach higher indifference curve and get higher utility. As it can be seen from Figure 
1, when consumers choose to consume at point A, the consumption of product 1 becomes X2 
and that of product 2 becomes Y2. From this we can see that the general consumption coupon 
plays a positive role in consumer's consumption decision through the income effect, which 
effectively stimulates consumption, and it is conducive to boosting the economy. 

3.2. Limited-purpose Consumption Coupons 

 
Figure 2. Schematic Diagram of The Principle of Limited-use Consumption Coupon 

 

As shown in Figure 2, before the issuance of consumption coupons, the budget constraint line 
of consumers is L1, and the selected consumption combination is Y1 units of ordinary products 
and X1 units of available consumption coupons. This combination can bring the satisfaction 
degree of U1 indifference curve to consumers. After the issuance of consumption coupons, 
because the limited-use of consumption coupons can only be used in a certain industry, it is 
equivalent to reducing the relative price of the industry's products, which means the 
intersection of the budget constraint line on the X axis moves to the right, and the budget 
constraint line becomes L3. At this time, the consumption combination of consumers is 
ordinary products with Y3 units and products with X3 units of available consumption coupons. 
It is not difficult to see that Y3 is less than Y1, because the price of the products with available 
consumption coupons is lower than that of ordinary products, which makes ordinary products 
relatively expensive. People will choose to reduce the consumption of ordinary products to 
increase the consumption of the products with available consumption coupons. 

According to the above analysis, we can see that the limited-use coupons mainly produce 
income effect and substitution effect when they affect consumers' decision-making. Next, we 
will further analyze the impact of income effect and substitution effect. We construct a new 
budget constraint line, which is parallel to the L3-L2 budget constraint line. The relative prices 
of two kinds of goods in the budget constraint line are equivalent to those in L3. At the same 
time, it is tangent to the indifference curve U1, and the tangent point is point B, which means 
consumers can get the same utility as point A. At point B, the consumption combination of 
consumers is X2 units of available consumption coupon products and Y2 units of ordinary 
products. The change from L2 to L3 shows that consumers have experienced a net income effect, 
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so X2X3 is the income effect produced by consumption coupons. The change from L1 to L2 is 
the slope change of budget constraint line, indicating that consumers have experienced a pure 
substitution effect, so X1X2 is the substitution effect produced by consumption coupons. 

To sum up, we can see that the impact of limited-use coupons is to increase the consumption of 
products that can use coupons, but reduce the consumption of ordinary products, while make 
consumers reach a higher indifference curve and improve the satisfaction of consumers. 

4. Conclusion and Suggestion 

From the above analysis, we can see that the issuance of consumption vouchers has indeed 
played a role in stimulating consumption and boosting the economy. In this part of the increase 
in consumption, it can be pointed out that consumers will be more inclined to increase the 
consumption of their preferred products. However, due to the substitution effect caused by the 
decline of the relative price of such products, consumers will correspondingly reduce the 
consumption of other products to increase the consumption of the products available for 
consumption coupons. Therefore, it can be concluded that consumption coupons can be used 
as a means for the government to support a certain industry. 

It can be seen that the functions of the two kinds of coupons are different. In practice, the two 
kinds of coupons should be distributed together to stimulate consumption in a balanced way, 
and the distribution policies should be adjusted flexibly in different situations. 

However, as far as the current situation is concerned, although the issuance of consumption 
coupons has achieved good results and basically completed the mission it was given when it 
was created, there are still many problems that need to be improved. Firstly, the channels and 
ways of using consumption coupons are unreasonable. At present, there are basically three 
ways to distribute coupons, namely, direct cooperation between government and business, 
payment through government platforms (official account or APP, etc.) and cooperation with 
payment platforms. First of all, due to the low transparency and limited cooperative businesses, 
it is difficult for the government and businesses to issue directly, and it is easy to cause the 
problem of interest transmission. Secondly, with the help of the government's own platform, 
there will be some obstacles, such as low visibility and complicated operation procedures, 
which will hinder some people from getting consumption coupons. It is suggested that 
cooperation between platforms can be increased and paid. In today's life, WeChat payment and 
Alipay have almost covered all aspects of life. Cooperation with such platforms can not only 
simplify the process, but also increase the coverage of consumer coupons. Secondly, most of the 
consumption coupons issued now are electronic consumption coupons, which makes some 
elderly consumers who do not use smart phones blocked from consumption coupons due to 
technical problems. It is suggested that the government departments should introduce 
corresponding policies for this kind of residents, such as providing them with corresponding 
entity consumption coupons or issuing consumption subsidies. Thirdly, some people regard 
consumption coupons as a means of making profits. They use technical means to obtain and 
hoard a large number of consumption coupons, and then transfer them to the people in need at 
a lower price. This will lead to the situation that the policy can’t cover the target population and 
play its due role. More seriously, it will lead to people's complaints about the policy. In this 
regard, the relevant departments should strengthen supervision and improve the loopholes of 
the system. They can apply for consumption coupons through the real name system, limit the 
number of consumption coupons that each person can apply for, and limit the transaction of 
similar products on the trading platform, so that the people who really need the coupons can 
get them. Finally, the government should expand the scope of cooperative businesses of 
consumption coupons to cover as many businesses as possible, or issue consumption coupons 
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to the payment platform as mentioned above and deduct them directly when paying, so that 
consumers can make decisions according to their own wishes. 

At the critical moment of the outbreak of the epidemic and the recession of the economy, the 
consumption coupon has made great contributions to us, stabilizing the consumption and it 
guaranteed people's living standards as well as fully met its mission. Although the epidemic 
situation has been basically controlled and the economy is recovering, the effectiveness of this 
policy has been fully tested, and it also shows its use in many aspects. Therefore, we can 
consider continuing the consumption coupon as a normalized policy means to stimulate 
consumption or support the industry. 

References 

[1] Wang Lingcong, Liu Junjie, Hong Yang. On The Stimulating Effect of Consumption Coupons--Basing 
on Western Economics [J].Value Engineering,2020,39(17):18-19. 

[2] Mei Dong. Perfecting The System of Issuing Consumption Coupons, Promote The Steady and 
Healthy Development of Economy and Society [N]. CPPCC Daily,2020-06-22(005). 

[3] Liu Li. Digital Consumption Coupon Can Be Used as a Normalization Policy Tool [N]. Financial Times, 
2020-07-06(011). 

[4] Chen Qinghua. Reasonably Increasing Public Consumption and Accelerating The Release of 
Consumption Potential [J]. Wei Shi,2020(07):48-49. 

[5] Liu Xinwei. "Coming" of Consumption Coupon Technology Reform Accelerates Consumption 
Remodeling [J]. China Foreign Trade, 2020(07):66-67. 

[6] Yan Kun, Hou Sijie. How to Benefit Enterprises and People Better with Active Fiscal Policy [J]. Bond, 
2020(07):11-15. 

[7] Ming Wenbiao, Liu Shuna, He Tao. Suggestions of How to boost consumption in Shanghai, 
Guangdong, Jiangsu and Other Places for Zhejiang [J]. Zhejiang Economics, 2020(07):43-45. 

[8] Li Boshuo. Research on the Inherent Logic and Potential Risks of Consumer Voucher Issue under 
the New Crown Epidemic[J]. Price: Theory and Practice,2020(04):47-50. 

[9] Research Group in National School of Development ,Lin Yifu, Shen Yan, Sun Ang. Research on the 
Current Situation, Effect and Prospect of the Issuance of Consumption Vouchers in China [J]. China 
Policy Review, 2020(04):21-33. 

[10] Wang Rong. Analysis of the Effect of Covid-19 on the Consumption of Electronic Coupons  [J]. 
Modern Business Trade Industry,2020,41(24):72-73. 


