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Model Selection in Consumption Demand Analysis

—A Case Study of Rural Residents’ Consumption Demand for Goods and Services
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Abstract: Based on the panel data of rural residents’ consumption expenditure on goods and services in 31 provinces of Chi—

na from 2000 to 2021, five complete demand system models, including Double-Log model, LES model, Rotterdam model, AIDS

model and QUAIDS, which can reflect the axiom of consumer choice by applying theoretical constraints, are analyzed in— and

out—of—sample goods and services consumption demand forecast evaluation research. The results go as below: The prediction per—

formance of QUAIDS model is the best, followed by AIDS model and Double-Log model, and LES model and Rotterdam model are

relatively inferior. The prediction error of the model function method is obviously greater than that of the elastic mean method, and

the elastic mean method is better than the model function method. Whether the absolute values, significance and positive and neg—

ative signs of the elasticity of economic variables and non—economic variables conform to economic theory and reality helps to

judge the appropriateness of model selection, but it cannot be used as a basis to determine the merits of the model. Therefore, it is

necessary to select an appropriate demand analysis model through in-sample and out—of—sample prediction evaluation, especially

out—of—sample prediction evaluation.

Key words: model selection; elastic mean method; consumption demand; rural residents
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