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Abstract: This paper tests for the presence of habit formation using rural household data from the
China Health and Nutrition Survey. The results yield strong evidence of habit formation on
nondurables consumption at the annual frequency. Education of the head of the household is an
important explanatory variable for rural households’ nondurables consumption behavior , and the
habit component is an important reason for rural households’ high saving rate. The findings is

robust to several changes in the estimation methods.
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