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Abstract

In response to the spillovers of the COVID-19 pandemic on the economy, many

governments paid cash transfers to households. We examine the e�ect of this �scal

policy instrument on households in two emerging economies, Vietnam and Thailand.

Our analysis is based representative population surveys conducted in these countries

during the pandemic in 2020. We �nd that government �nancial support improves

consumer sentiment and increases the likelihood of durable spending. Possibly chan-

nels through which �nancial support a�ects consumer sentiment are creating more

optimism about macroeconomic expectations, raising trust in the government's abil-

ity to deal with the pandemic's e�ect on the economy, lowering general concerns

about the impacts of the crisis. We also �nd that the �nancial support improves

individuals' mental health and life satisfaction. Our results suggest that �nancial

support not only helps stimulate the economy but also enhances people's well-being

more generally.

Keywords: Fiscal policy; Cash transfer; Consumer sentiment; Expectations; Gov-

ernment Trust; COVID-19; Thailand; Vietnam.
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1 Introduction

In response to the spillovers of the COVID-19 pandemic on the economy, many govern-

ments paid cash transfers to households. In light of the substantial amount of public

money involved, it is important to assess the e�ectiveness of this �scal policy instrument.

Therefore, a growing literature studies the e�ect of cash transfers on households' con-

sumption spending, including, among others, Baker et al. (2020), Bayer et al. (2020),

Christelis et al. (2020), Coibion et al. (2020), and Karger and Rajan (2020). Our paper

contributes to this literature by studying not only the response of consumer sentiment

and durable spending to the government cash transfer but also the underlying channels

of the response, in particular, macroeconomic expectations, trust in the government in

dealing with the pandemic, and households concerns due to the pandemic.

To soften the economic damage caused by the COVID-19 pandemic, the governments

of Vietnam and Thailand provide cash transfers to qualifying household up to a period of

3 months, typically from April to June 2020. This aid is targeted to individuals whose jobs

were a�ected by the pandemic as well as poor households more generally (in Vietnam)

and farmers (in Thailand). As a consequence of these programs, each eligible individual

receives a cash transfer ranging from $35 to $240 per month in Vietnam and amounting

to $412 per month in Thailand (U.S. dollar in PPP in 2019). Historically, this is an

unprecedented �scal response in both of these countries.

To assess the impact of these cash transfers on households in the two countries, our

study uses two novel representative Internet-based surveys conducted in Vietnam and

Thailand in May and December 2020. For each country, the surveys include about 1,000

respondents aged 18 or older. Our analysis focuses on the second wave as it contained

information about government cash transfer, whereas the �rst wave is mainly employed

for robustness checks. According to our survey, about 30% and 60% of Vietnamese and

Thai respondents, respectively, bene�ted from pandemic-related �nancial support from

the government. Our survey combines a various measures of expectations, an indicator

for trust in the government, miscellaneous household concerns, and subjective well-being,

which makes it possible to study not only the e�ect of cash transfers on consumer senti-

ment but also the underlying mechanisms.

Our main �ndings suggest that these cash transfers have statistically signi�cant and

economically substantial e�ects. Respondents who received �nancial support from the

government due to the pandemic show a 6% and 16% increase in the average value of

the consumer sentiment index in Vietnam and Thailand, respectively. The likelihood

that they bought durable goods in the period from May to December 2020 rises by 30

and 10 percentage points, respectively. Regarding future consumption, �nancial assistance

receivers indicate an increase in the probability that they will certainly buy durable goods

in the next 12 months by 6 percentage points in Vietnam and 5 percentage points in

Thailand.
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Further analysis suggests several possible channels through which the �nancial support

from the government leads to an increase in consumer sentiment and durable spending.

First, �nancial assistance receivers show more optimism about macroeconomic expecta-

tions, such as lower expected in�ation and unemployment rates as well as higher expected

economic growth. Second, they trust more in the government's ability to mitigate the

side e�ect of social distancing on the economy, such as an increase in unemployment or

a fall in production. They are also more likely to state that the government has been

doing a good job in terms of supporting households and �rms a�ected by the pandemic.

Third, the government �nancial support reduces respondents' concerns due to the pan-

demic about their health, job security, �nancial situation, and the economy in general.

Finally, the cash transfers increase individuals' mental well-being, such as feeling calm

and less nervous, and their overall life satisfaction. Using mediation analysis, we �nd that

all these channels play signi�cantly positive roles. However, the largest indirect e�ect of

�nancial support on consumer sentiment is the trust in the government in dealing with

the negative e�ect of the pandemic on the economy (for Vietnamese sample, accounting

for 15% of the overall e�ect) and GDP expectations (for Thai sample, accounting for 39%

of the overall e�ect).

Our results control for a large number of socio-demographic and economic variables,

which ensures that the e�ects of government �nancial support on consumer sentiment,

durable spending, as well as the transmission channels mentioned above are not explained

by any of these control factors. Although our �rst wave survey conducted in May 2020 did

not ask whether respondents' household members received government �nancial support

due to the pandemic, we use the information from this survey to additionally control for

lagged values of our left-hand side variables in the baseline models. These robustness

checks show that our results remain mostly unchanged, which implies that government

�nancial support also a�ects the change in our variables of interest within households.

Our paper makes two main contributions to the current literature on the e�ect of �scal

policy on households during the pandemic, for instance, Baker et al. (2020), Bayer et al.

(2020), Christelis et al. (2020), Coibion et al. (2020), and Karger and Rajan (2020), among

others. First, we provide new empirical evidence on the e�ect of cash transfer on house-

holds' consumption in Vietnam and Thailand. The main measures describing households'

consumption patterns in the extant literature are total household consumption, spending,

and di�erent subcategories, such as durable and non-durable goods consumption. We

extent this perspective by employing a new measure in the form of a consumer sentiment

index, which was introduced by Bui et al. (2020). This index is based on the responses

to the same questions that are used to calculate the aggregate consumer sentiment index

in the University of Michigan survey: consumers' current and expected �nancial situa-

tion, several macroeconomic expectations, and their readiness to spend on durable goods.

Regarding durable spending, we measure not only respondents' actual spending but also

their plan to buy durable goods in the next 12 months. Moreover, the current literature
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focuses on industrialized economies, especially the United States (Baker et al. (2020),

Bayer et al. (2020), Coibion et al. (2020), Karger and Rajan (2020)) and European coun-

tries (Christelis et al., 2020), whereas we analyze two emerging countries from the same

region in Asia.

Second, we shed light on the mechanisms underlying the consumption response to the

government cash transfer, particularly macroeconomic expectations, trust in the govern-

ment in dealing with the pandemic, and households' concerns due to the pandemic. To

the best of our knowledge, this paper is one of the �rst attempts to consider such a variety

of possible channels. Therefore, we also add to the literature studying the determinants

of aggregate expectations, which are a key factor in many macroeconomic models. The

paper also increases our understanding of important pandemic-related drivers of trust in

the government as well as of household concerns.

An important policy implication of our �ndings is that government cash transfers have

various e�ects over and above a direct consumption response. They signi�cantly a�ect

households' economic expectations, trust in the government, personal concerns, as well as

subjective well-being.

The rest of this paper is organized as follows. Section 2 presents the data, Section 3

shows the results and robustness checks, and Section 4 concludes.

2 Data

In May and December 2020, we conducted two waves of online surveys on consumers

in both Vietnam and Thailand to study the impact of COVID-19 on households' well-

being and economic situation. The �rst wave was conducted in Vietnam May 4-9, 2020

based on 3,300 respondents and in Thailand May 4-10, 2020 based on 2,200 respondents.

We ran a second wave over the period December 18-27, 2020, and re-interviewed 1,016

Vietnamese and 1,189 Thai respondents from the �rst wave. Our surveys were conducted

by GMO-Z.com RUNSYSTEM, one of the largest private market research and public

opinion survey companies in South-East Asia. The survey company has a large number

of registered participants who are familiar with online surveys. All participants who

complete the survey receive �reward points�, which are redeemable into gifts.

The analysis of this paper mainly uses the second wave, where we additionally asked

respondents whether they received any �nancial support from the government due to the

pandemic. This is a unique dataset, because it combines a large number of measures of

consumer sentiment, durable spending, macroeconomic expectations, trust in the govern-

ment, household concerns, and subjective well-being. However, in both countries, our

Internet-based survey' samples are overweighted by young, highly educated, and urban

respondents. Among these population characteristics, the representativeness of our sam-

ples is mainly violated by age. Therefore, we construct population weights based on the

o�cial age distribution and employ these throughout our empirical analysis.
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2.1 Key variables of interest

Our surveys start with a large set of socio-demographic and economic characteristics of

individuals and households, such as urban/rural area, age, gender, marital status, educa-

tion, the number of children, and the number of old people in the household, subjective

health assessment, household income, employment status, dummies whether any house-

hold members experience job loss or income loss due to the pandemic. We then ask

various questions about macroeconomic expectations, assessment of and trust in the gov-

ernment in dealing with the pandemic, household concerns due to COVID-19, subjective

well-being, as well as a set of questions used to calculate our consumer sentiment index

(see Bui et al. (2020) for detailed information about the survey).

In the second wave conducted in December 2020, we added a question on whether

respondents and/or their household members receive �nancial support from the govern-

ment due to COVID-19 (�n_support), which is our main explanatory variable. To acquire

more information about our respondents' perspective on economic policies supporting the

private sector during the pandemic, we ask separately about the assessment of policies

for (i) individuals and households (govt_assess_hh) and (ii) �rms (govt_assess_�rm).

In addition, we enquire about respondents' actual durable goods purchases after the �rst

wave (Purchased durable) and their plans to buy durable goods in the next 12 months

(Plans to buy durables). Throughout this paper, we exclude respondents who do not know

the answer and who do not form opinions about the survey questions. In the Appendix,

we show summary statistics of all our variables of interest (Table A1) as well as the exact

wording of the underlying questions.

2.2 Stylized Facts about the Impact of COVID-19 on Households

and Assessment of Government Reaction

Our analysis reveals that the COVID-19 pandemic has severe negative e�ects on Viet-

namese and Thai consumers. Figure 1 shows our survey results concerning the impact of

COVID-19 on the respondents' economic situation and concerns. First, many households

from both countries are exposed to job loss or reduction in work hours (60% in Vietnam

and 75% in Thailand). This and other factors contribute to a situation where the vast

majority of households report income losses (approximately 80% of households in both

countries). Second, the pandemic raises concerns about people's mental health. More gen-

erally, in both countries, consumers have quite similar concerns about health, job security,

personal �nances, as well as the whole economy. On average, only 10% of respondents do

not have any concerns about these topics, with an underlying range from 7-12% and 7-9%

in Vietnam and Thailand, respectively. Among the four topics, consumers worry most

about the e�ects of COVID-19 on the whole economy (Vietnam: 44% somewhat worried,

and 49% very worried; Thailand: 34% somewhat worried, and 59% very worried).
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In contrast to these similarities, Thai and Vietnamese respondents report opposite

views on their governments' e�ort to mitigate the negative e�ects of the pandemic on the

economy. Although about 60% of Thai respondents already received the cash transfer,

they are neither content with their government's support to individuals and households

(47% answer that the government does a �poor job�, 39% answer �fair job�, and only 14%

say �good job�) nor with its support to �rms (50% say �poor job�, 39% say �fair job�,

and only 11% state �good job�). In light of this assessment, they put little trust in their

government's ability to bring back the economy to pre-pandemic levels (about 52% have

no trust, 30% have a neutral view, and only 19% have at least some trust). In contrast,

most Vietnamese people believe that their government does well in terms of support to

individuals and households (only 18% say �poor job�, 61% answer �fair job�, and 51% state

�good job�) as well as support to �rms (only 16% say �poor job�, 38% answer �fair job�, and

46% state �good job�). Moreover, they �rmly trust that their government will revive the

economy (about 5% have no trust, 27% have a neutral view, and 68% have at least some

trust). These results are astonishing in light of the fact that less than one-third (29%) of

Vietnamese respondents actually bene�ted from the cash transfer. These diverging results

between the two countries can be linked to the pre-crisis level of government assessment,

which was much higher in Vietnam (73% respondents say "good job") than in Thailand

(16% respondents say "good job"). This suggests that government trust appears to be

deep-rooted and only partially in�uenced by actual government policy.
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Figure 1: The impact of COVID-19 on Households
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Figure 2: Cash transfer and the Assessment of Government Reaction

0

20

40

60

80

%

No Yes

A. Cash Transfer

0

10

20

30

40

50

%

Poor job Fair job Good job

B. Assessment of support to HHs

0

10

20

30

40

50

%

Poor job Fair job Good job

C. Assessment of support to Firms

0

10

20

30

40

50

%

Strongly distrust 2 3 4 Strongly trust

D. Trust in government

(a) Vietnam

0

20

40

60

80

%
No Yes

A. Cash Transfer

0

10

20

30

40

50

%

Poor job Fair job Good job

B. Assessment of support to HHs

0

10

20

30

40

50

%

Poor job Fair job Good job

C. Assessment of support to Firms

0

10

20

30

40

50

%

Strongly distrust 2 3 4 Strongly trust

D. Trust in government

(b) Thailand

7



3 Results

We estimate the e�ect of �nancial support from the government due to the pandemic

using the following equation:

Yit = α + βfin_supportit + γXit + εit, (1)

where Yit is the outcome of interest, that is, households' consumption indicators (con-

sumer sentiment, purchased durables, plans to buy durables), macroeconomic expecta-

tions, trust in the government in dealing with the pandemic, personal concerns due to

COVID-19 (health, job security, �nancial situation, the general economy), and subjec-

tive well-being (mental health and life satisfaction); fin_supportit is a dummy variable

indicating whether household i received �nancial support from the government due to

COVID-19; Xit is a vector of control variables and includes household income per capita,

employment status, dummies whether any household members experience job loss or

income loss due to the pandemic, subjective health assessment, as well as various demo-

graphics, including urban/rural area, age, age squared, education, gender, marital status,

the number of children, and the number of old people in the household. β is our coe�cient

of interest.

3.1 Main Results

The e�ect of cash transfer on consumer sentiment and durable spending: Ta-

ble 1 shows the results. Receiving �nancial support increases consumer sentiment by 0.2

and 0.4 points, which corresponds to a 6% and 16% increase in the average consumer

sentiment index in Vietnam and Thailand, respectively. These e�ects amount to a change

of about 0.5 standard deviations in the consumer sentiment index of the two countries.

Vietnamese and Thai bene�ciaries are 30 percentage points and 10 percentage points more

likely to report that they bought durable goods from May to December 2020, respectively.

Regarding future consumption, �nancial assistance receivers indicate an increase in the

probability that they will certainly buy durable goods in the next 12 months by 6 percent-

age points in Vietnam and 5 percentage points in Thailand. These e�ects are not only

highly statistically signi�cant but also economically meaningful, suggesting that govern-

ment �nancial support plays an important role in stimulating households' consumption

expenditure during the pandemic.

What are the mechanisms? In this step, we investigate potential channels ex-

plaining how government cash transfers a�ect economic outcomes at the household level,

that is, consumer sentiment and durable spending. Do consumers spend more because

they are more optimistic about future macroeconomic development? Or do they believe

the government has been doing a good job in terms of mitigating the negative e�ects of

the pandemic on the economy? Or do they spend more, because they are less concerned
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Table 1: Marginal E�ects of Fiscal Policy on Consumer Sentiment and Durable Spending

Consumer Sentiment Purchased Durables Plans to Buy Durables
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support 0.2∗∗∗ 0.4∗∗∗ 0.3∗∗∗ 0.1∗∗∗ 0.06∗∗ 0.05∗∗∗

(0.06) (0.07) (0.05) (0.04) (0.03) (0.01)

Demo. Controls Yes Yes Yes Yes Yes Yes
R2 0.204 0.105
Pseudo R2 0.159 0.037 0.063 0.028
N observations 935 908 1016 1188 991 1078

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report coe�cients from OLS
estimations (column 1 & 2) and marginal e�ects of probit estimations (column 3 & 4) and marginal
e�ects for choosing the highest answer category from ordered probit estimations (column 5 & 6) based
on population weights. Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

about the e�ect of the pandemic on their health, job security, �nancial situation, and the

economy in general?

(i) Macroeconomic expectations: Table 2 shows the e�ect on macroeconomic

expectations, including in�ation, unemployment, and economic growth (GDP). In both

countries, we �nd that those who received �nancial support have lower expectations about

the in�ation rate and the unemployment rate and higher expectations about economic

growth in the next 12 months. The likelihood that bene�ciaries of cash transfers state that

in�ation and unemployment will increase signi�cantly declines by 8 percentage points and

5 percentage points for Vietnamese and by 2 percentage points and 10 percentage points

for Thai respondents, respectively. Moreover, the probability of answering that GDP will

increase signi�cantly increases by 3 percentage points in Vietnam and 4 percentage points

in Thailand. All the estimated e�ects are statistically signi�cant at conventional levels,

except for the e�ect on in�ation expectations in the Thai sample. While the e�ects on

expected unemployment and economic growth are economically intuitive, the negative

e�ect of government �nancial support on in�ation is somewhat surprising, as an increase

in government spending should raise in�ation. A possible explanation for this result could

be that those who received �nancial support trust the government more to manage the

economy, which includes keeping the in�ation rate under control. This interpretation is

consistent with our results from studying government trust.

(ii) Assessment of and Trust in the Government Reaction: Table 3 shows sig-

ni�cantly positive e�ects of �nancial support on the assessment of and trust in government

in dealing with the negative spillover of the pandemic on the economy. The likelihood that

bene�ciaries state that the government has been doing a good job to support households

and �rms a�ected by the pandemic increases by 30 percentage points in the Vietnamese

sample and 10 percentage points in the Thai sample. Moreover, bene�ciaries in Vietnam
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Table 2: Marginal E�ects of Government Financial Support on Macroeconomic Expecta-
tions

In�ation Exp. Unemployment Exp. GDP Exp.
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support -0.08∗∗∗ -0.02 -0.05∗∗∗ -0.1∗∗∗ 0.03∗ 0.04∗∗∗

(0.02) (0.03) (0.01) (0.03) (0.02) (0.01)

Demographic Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.035 0.014 0.028 0.021 0.044 0.023
N observations 981 976 986 999 970 921

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report marginal e�ects for
choosing the highest answer category from ordered probit estimations based on population weights.
Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

and Thailand have a 10 percentage points and 5 percentage points, respectively, higher

probability of saying that they strongly trust the government to mitigate the negative

side-e�ects of social distancing on the economy, such as an increase in unemployment and

a fall in production.

Table 3: Marginal E�ects of Government Financial Support on the Assessment of and
Trust in Government in Dealing with COVID-19

govt_assess_hh govt_assess_�rm govt_trust_econ
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support 0.3∗∗∗ 0.1∗∗∗ 0.3∗∗∗ 0.1∗∗∗ 0.10∗∗∗ 0.05∗∗∗

(0.05) (0.02) (0.05) (0.02) (0.04) (0.01)

Demographic Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.076 0.059 0.067 0.064 0.041 0.034
N observations 999 1073 1006 1084 1006 1107

Note: Demographic controls include job loss, income loss, the log of household income per capita, employ-
ment status, urban/rural area, age, age squared, education, gender, marital status, number of children,
number of the old, and subjective health assessment. We report marginal e�ects for choosing the highest
answer category from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

(iii) Households' concerns due to the pandemic: Moving beyond pure economic

responses, Table 4 shows that government �nancial support signi�cantly reduces house-

holds' concerns due to the pandemic in both countries. The Vietnamese bene�ciaries

are 20 percentage points less likely to answer that they are very concerned about their

health, job security, and the economy in general, and 10 percentage points less likely to

be concerned about their �nancial situation. In Thailand, the cash transfer reduces the

likelihood that respondents report that they are very concerned about their job security,
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�nancial situation, and the economy in general by 10 percentage points and by 6 per-

centage points that they are very concerned about their health. These results suggest

an important role of �nancial support in mitigating the distress of households during the

pandemic.

Table 4: Marginal E�ects of Government Financial Support on Household Concerns Due
to COVID-19

Health Job Finance Economy
(1) (2) (3) (4) (5) (6) (7) (8)
VN TL VN TL VN TL VN TL

�n_support -0.2∗∗∗ -0.06∗ -0.2∗∗∗ -0.1∗∗∗ -0.10∗ -0.1∗∗∗ -0.2∗∗∗ -0.1∗∗∗

(0.05) (0.03) (0.05) (0.03) (0.05) (0.03) (0.06) (0.04)

Demo. Controls Yes Yes Yes Yes Yes Yes Yes Yes
Pseudo R2 0.042 0.032 0.104 0.044 0.093 0.091 0.036 0.058
N observations 1006 1145 1004 1131 1004 1140 979 1135

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report marginal e�ects for
choosing the highest answer category from ordered probit estimations based on population weights.
Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

We conduct a mediation analysis to test whether macroeconomic expectations, trust

in the government, and households' concerns a�ect the impact of �nancial support on

consumer sentiment. Bui et al (2020) show that consumer sentiment is in�uenced by GDP

expectations, trust in the government in dealing with the negative e�ect of the pandemic,

and �nancial concerns due to the pandemic. Re�ecting these �ndings, we estimate the

indirect e�ect of �nancial support through each of these factors on consumer sentiment. To

facilitate the implementation of the mediation analysis using OLS regression, we assume

that all our outcome variables (channels) are continuous. Table 5 shows the relative

in�uence (in percent) of the indirect e�ects on the total e�ect of �nancial support on

consumer sentiment. In both countries, we �nd that all these channels play signi�cantly

positive roles in mediating the e�ect of �nancial support on consumer sentiment. In

Vietnam, trust in the government in dealing with the negative e�ect of the pandemic on

the economy accounts for the largest share among the indirect e�ects (15%), followed by

GDP expectations (13%), and �nancial concerns (7%). In the Thai sample, these indirect

e�ects are even larger, with GDP expectations showing the highest share (39%), followed

by trust in the government (23%), and �nancial concerns (20%). These results suggest that

macroeconomic expectations, trust in the government, as well as household concerns are

possible channels through which government �nancial support a�ects consumer sentiment.

Note that the relative importance of these channels di�ers between the two countries, they

are two to three times more in�uential in Thailand.
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What are the heterogeneous e�ects of cash transfer? Employing our �rst sur-

vey wave in May 2020, we examine the heterogeneous e�ect of cash transfers on consumer

sentiment across several socio-demographic and economic characteristics, in particular job

loss due to the pandemic, �nancial concerns, expenditure vs. income of the household,

income quartiles, and net asset position. The reason for why we use the households' char-

acteristics measured in May is that government �nancial support in both countries was

initiated based on the households' conditions during the early phase of the pandemic and

most of the �nancial support in the two countries was provided between April and June

2020. To study these heterogeneous e�ects, we regress consumer sentiment on each of the

above characteristics and these variables interacted with the dummy capturing receipt of

�nancial support from the government.

Figure 3 presents marginal e�ects and their 90% con�dence intervals of cash transfers

on various aspects of consumer sentiment. In general, we �nd that the estimated point

e�ects are more or less di�erent across categories, suggesting heterogeneous responses.

However, none of these di�erences are actually statistically signi�cant and, thus, we would

conclude that the e�ects are quite homogeneous in both countries.

3.2 Robustness Checks and Additional Result

So far, our regressions controlled for household income per capita, employment status,

dummies whether any household members experience job loss or income loss due to the

pandemic, subjective health assessment, and various demographics, including urban/rural

area, age, age squared, education, gender, marital status, the number of children, and the

number of old people in the household, implying that our results are not explained by

any of these characteristics. It might be still possible that omitted variables, which our

controls do not fully capture, a�ect both the probability of getting government �nancial

support and consumer sentiment, such as social status. However, in our view, these

omitted variables are more likely to make our estimated results downward biased. For

instance, those who have lower social status or are less well-o�, due to the design of

the program, are more likely to get �nancial support from the government. However,

this group of people is typically less optimistic about their future, that is, express lower

consumer sentiment or worse macroeconomic expectations, as shown by Das et al. (2020).

This implies that the true e�ects might be even larger than our results suggest. Moreover,

as the �scal programs in both countries targeted to speci�c groups, we check our results

using Heckman selection models, where in the �rst-step selection regression we regress

�n_suport on a set of demographic control variables from our �rst survey wave conducted

in May 2020. Tables A2-5 in the Appendix show the second-step regression. We �nd that

our baseline results remain unchanged, which suggests that our conclusions do not su�er

from a selection bias.
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Figure 3: The Heterogeneous E�ects of Govt Financial Support on Consumer Sentiment
with 90% Con�dence Intervals
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To further improve our understanding of the e�ects of government cash transfers by

capturing possible autoregressive behavior of our variables of interest, we use information

from our �rst survey. Equation 2 illustrates that our model now contains dynamic e�ects

in the form of lagged dependent variables:

Yit = α + βfin_supportit + ηYi,t−1 + γXit + εit, (2)

Controlling for the lagged of dependent variables also partly captures the heteroge-

neous unobservable �xed characteristics of individuals that could a�ect both the likelihood

of receiving �nancial support and the dependent variables. Note that some outcome vari-

ables in the baseline models were not asked in the �rst wave, such as durable spending

measures and assessment of government response to support households and �rms a�ected

by the pandemic. Tables A6-9 in the Appendix show that estimating Equation 2 barely

in�uences our previous conclusions. Moreover, the �nding that our results are robust to

any persistency in the dependent variables suggests that government �nancial support

has positive dynamic e�ects on the change in our variables of interest within households

over the two waves.

Finally, using Equation 1, we study the in�uence of government cash transfers on

non-economic variables, such as mental health (feeling calm or nervous) and overall life

satisfaction. Table 6 sets out the results. For both countries, we �nd that �nancial sup-

port positively a�ects mental health and life satisfaction. Vietnamese bene�ciaries have

a 3 percentage points lower likelihood of reporting that they strongly agree to the state-

ment that they are nervous. In the case of Thailand, we �nd a 2 percentage points higher

probability that bene�ciaries strongly agree to the statement that they are calm and

relaxed when thinking about their current situation. Furthermore, for Vietnamese and

Thai respondents who received �nancial support, the likelihood of answering that they

are totally satis�ed with their life as a whole increases by 4 percentage points and 2 per-

centage points, respectively. These results remain robust when we use Heckman selection

models or additionally control for the lagged of dependent variables (see Table A10-11

in the Appendix). These results corroborate our previous results that �nancial support

makes individuals more optimistic with respect to consumer sentiment and macroeco-

nomic expectations, lead to higher trust in the government, and fewer concerns about the

pandemic more generally.

4 Conclusion

In this paper, we study the reaction of consumers in Vietnam and Thailand to their re-

spective government's �nancial support programs during the COVID-19 pandemic. We

utilize two waves of representative population surveys conducted in May and December

2020 in these two emerging countries from Southeast Asia. We discover that government
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Table 6: Marginal E�ects of Govt Financial Support on Subjective Well-Being

Nervous Calm Satisfaction
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support -0.03∗∗ -0.007 0.004 0.02∗∗∗ 0.04∗∗∗ 0.02∗∗

(0.02) (0.01) (0.02) (0.01) (0.01) (0.01)

Demographic Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.025 0.012 0.046 0.016 0.096 0.038
N observations 1016 1188 1016 1188 1016 1188

Note: Demographic controls include job loss, income loss, the log of household in-
come per capita, employment status, urban/rural area, age, age squared, education,
gender, marital status, number of children, number of the old, and subjective health
assessment. We report marginal e�ects for choosing the highest answer category
from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

�nancial support has reached about 30% of citizens in Vietnam and 60% in Thailand.

In our survey, we �nd that cash transfers have statistically signi�cant and economically

notable e�ects on indicators of future economic activity as well as indicators of people's

well-being. For instance, Vietnamese and Thai respondents who received cash transfers

from the government due to the pandemic show a 6% and 16% increase in the average

value of the consumer sentiment index, respectively. The probability that they purchased

durable goods in the period from May to December 2020 rises by 30 and 10 percentage

points in Vietnam and Thailand, respectively. Regarding future consumption, for those

who bene�ted from government �nancial assistance we estimate an increase in the likeli-

hood that they will certainly buy durable goods in the next 12 months. With 6 percentage

points in Vietnam and 5 percentage points in Thailand, the magnitude of the e�ect is

moderate but similar across the two countries.

We identify four main channels through which these e�ects may come about. First,

respondents receiving �nancial assistance from the government express more optimism

about macroeconomic expectations, such as lower expected in�ation and unemployment

rates as well as higher expected economic growth. Second, they are characterized by a

higher degree of government trust with respect to controlling the negative side e�ects of

COVID-19-related policies on the economy, for example, employment and income losses.

Moreover, recipients of cash transfers have a greater probability of answering that the

government has been doing a good job in terms of supporting households and �rms a�ected

by the pandemic. Third, the government cash transfers appear to alleviate citizens'

concerns arising from the crisis in terms of their health, job security, �nancial situation,

and the general economic situation. Fourth, bene�tting from government �nancial support

programs increases individuals' mental well-being, expressed through feeling calm and less

nervous, and a higher stated value of life satisfaction.
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With the help of mediation analysis, we demonstrate that all these channels play a

signi�cantly positive role. The analysis also reveals that the largest individual indirect

e�ect of �nancial support on consumer sentiment is people's trust in the government

in terms of dealing with the negative e�ect of the pandemic on the economy (for the

Vietnamese sample, accounting for 15% of the overall e�ect) and GDP expectations (for

the Thai sample, accounting for 39% of the overall e�ect). In our study, we control

for many socio-demographic and economic variables. Thus, the impact of government

�nancial support on consumer sentiment, durable spending, as well as the transmission

channels mentioned above are not due to these control. Moreover, we use a Heckman

approach to control for the non-randomness in terms of those individuals who received

government �nancial support. Finally, we use the information from the two survey waves

in each of the countries to additionally control for lagged values of our left-hand side

variables. Our conclusions are robust to all of these extension.

The core �nding of our investigation is that is that government cash transfers during

a crisis appear to have a number of e�ects that go beyond a direct consumption response.

First, they make people more optimistic with regard to their future personal economic

situation as well as the aggregate economic situation. Second, they help sustain trust in

the government, which may be important when a country has to go through a prolonged

phase of lockdowns and other severe measures. Third, the psychological pressure due to

personal concerns goes down and this also coincides with an improvement in subjective

well-being. Thus, when deciding about the use of �scal policy in the form of cash transfers,

governments are well advised to factor in these additional positive spillovers in their

decision-making process.
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A.2 Robustness Checks

A.2.1 Heckman Selection Models

Table A2: Marginal E�ects of Government Financial Support on Consumer Sentiment
and Durable Spending: Heckman Selection Models

Consumer Sentiment Purchased Durables Plans to Buy Durables
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support 0.2∗∗∗ 0.4∗∗∗ 0.2∗∗∗ 0.1∗∗∗ 0.06∗ 0.05∗∗∗

(0.06) (0.07) (0.05) (0.04) (0.03) (0.02)

Demo. Controls Yes Yes Yes Yes Yes Yes
R2 0.207 0.105
Pseudo R2 0.162 0.038 0.064 0.028
N observations 935 908 1016 1188 991 1078

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report coe�cients from OLS
estimations (column 1 & 2) and marginal e�ects of probit estimations (column 3 & 4) and marginal
e�ects for choosing the highest answer category from ordered probit estimations (column 5 & 6) based
on population weights. Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

Table A3: Marginal E�ects of Government Financial Support on Macroeconomic Expec-
tations: Heckman Selection Models

In�ation Exp. Unemployment Exp. GDP Exp.
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support -0.08∗∗∗ -0.02 -0.05∗∗∗ -0.1∗∗∗ 0.03∗ 0.04∗∗∗

(0.02) (0.03) (0.01) (0.03) (0.02) (0.01)

Demo. Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.035 0.014 0.028 0.021 0.044 0.023
N observations 981 976 986 999 970 921

Note: Demographic controls include job loss, income loss, the log of household in-
come per capita, employment status, urban/rural area, age, age squared, education,
gender, marital status, number of children, number of the old, and subjective health
assessment. We report marginal e�ects for choosing the highest answer category
from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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Table A4: Marginal E�ects of Government Financial Support on Trust in Government in
Dealing with COVID-19: Heckman Selection Models

govt_assess_hh govt_assess_�rm govt_trust_econ
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support 0.3∗∗∗ 0.1∗∗∗ 0.2∗∗∗ 0.1∗∗∗ 0.08∗∗ 0.05∗∗∗

(0.05) (0.02) (0.05) (0.02) (0.04) (0.01)

Demographic Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.077 0.059 0.072 0.064 0.046 0.034
N observations 999 1073 1006 1084 1006 1107

Note: Demographic controls include job loss, income loss, the log of household income per capita, employ-
ment status, urban/rural area, age, age squared, education, gender, marital status, number of children,
number of the old, and subjective health assessment. We report marginal e�ects for choosing the highest
answer category from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

Table A5: Marginal E�ects of Govt Financial Support on Concerns Due to COVID-19:
Heckman Selection Models

Health Job Finance Economy
(1) (2) (3) (4) (5) (6) (7) (8)
VN TL VN TL VN TL VN TL

�n_support -0.2∗∗∗ -0.06∗ -0.2∗∗∗ -0.1∗∗∗ -0.09∗ -0.1∗∗∗ -0.1∗∗∗ -0.1∗∗∗

(0.05) (0.03) (0.05) (0.03) (0.05) (0.03) (0.06) (0.04)

Demo. Controls Yes Yes Yes Yes Yes Yes Yes Yes
Pseudo R2 0.043 0.032 0.104 0.044 0.093 0.091 0.038 0.058
N observations 1006 1145 1004 1131 1004 1140 979 1135

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report marginal e�ects for
choosing the highest answer category from ordered probit estimations based on population weights.
Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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A.2.2 Additional Control for the Lagged of Dependent Variables

Table A6: Marginal E�ects of Government Financial Support on Consumer Sentiment:
Lagged control

(1) (2)
VN TL

�n_support 0.2∗∗∗ 0.3∗∗∗

(0.05) (0.08)

Demographic Controls Yes Yes
R2 0.311 0.099
N observations 880 684

Note: Demographic controls include job loss, income loss,
the log of household income per capita, employment sta-
tus, urban/rural area, age, age squared, education, gender,
marital status, number of children, number of the old, and
subjective health assessment. We report marginal e�ects of
the OLS estimations based on population weights. Stan-
dard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗

p < 0.01

Table A7: Marginal E�ects of Government Financial Support on Macroeconomic Expec-
tations: Lagged control

In�ation Exp. Unemployment Exp. GDP Exp.
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support -0.05∗∗∗ -0.02 -0.03∗∗ -0.1∗∗∗ 0.03 0.03∗∗

(0.02) (0.03) (0.01) (0.04) (0.02) (0.01)

Demo. Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.082 0.015 0.064 0.024 0.096 0.027
N observations 946 852 958 870 942 757

Note: Demographic controls include job loss, income loss, the log of household in-
come per capita, employment status, urban/rural area, age, age squared, education,
gender, marital status, number of children, number of the old, and subjective health
assessment. We report marginal e�ects for choosing the highest answer category
from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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Table A8: Marginal E�ects of Government Financial Support on Trust in Government in
Dealing with COVID-19: Lagged control

govt_trust_covid_econ
(1) (2)
VN TL

�n_support 0.04 0.05∗∗∗

(0.04) (0.01)

Demographic Controls Yes Yes
Pseudo R2 0.122 0.036
N observations 1001 1051

Note: Demographic controls include job loss, income loss,
the log of household income per capita, employment status,
urban/rural area, age, age squared, education, gender, mar-
ital status, number of children, number of the old, and sub-
jective health assessment. We report marginal e�ects for
choosing the highest answer category from ordered probit
estimations based on population weights. Standard errors
are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

Table A9: Marginal E�ects of Government Financial Support on Concerns Due to COVID-
19: Lagged control

Health Job Finance Economy
(1) (2) (3) (4) (5) (6) (7) (8)
VN TL VN TL VN TL VN TL

�n_support -0.1∗∗ -0.07∗ -0.2∗∗∗ -0.1∗∗∗ -0.1∗∗ -0.1∗∗∗ -0.2∗∗∗ -0.1∗∗∗

(0.05) (0.03) (0.05) (0.04) (0.05) (0.04) (0.06) (0.04)

Demo. Controls Yes Yes Yes Yes Yes Yes Yes Yes
Pseudo R2 0.087 0.031 0.192 0.041 0.148 0.094 0.099 0.058
N observations 1004 1084 998 1064 988 1062 952 1064

Note: Demographic controls include job loss, income loss, the log of household income per capita,
employment status, urban/rural area, age, age squared, education, gender, marital status, number
of children, number of the old, and subjective health assessment. We report marginal e�ects for
choosing the highest answer category from ordered probit estimations based on population weights.
Standard errors are in parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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A.2.3 Additional Robustness Checks

Table A10: Marginal E�ects of Government Financial Support on Subjective Well-Being:
Laaged control

Nervous Calm Satisfaction
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_support -0.03∗∗ -0.007 0.003 0.02∗∗∗ 0.03∗∗∗ 0.02∗∗

(0.01) (0.01) (0.02) (0.01) (0.01) (0.01)

Demo. Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.049 0.012 0.047 0.018 0.148 0.038
N observations 1016 1188 1016 1188 1016 1188

Note: Demographic controls include job loss, income loss, the log of household in-
come per capita, employment status, urban/rural area, age, age squared, education,
gender, marital status, number of children, number of the old, and subjective health
assessment. We report marginal e�ects for choosing the highest answer category
from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

Table A11: Marginal E�ects of Govt Financial Support on Subjective Well-Being: Heck-
man Selection Models

Nervous Calm Satisfaction
(1) (2) (3) (4) (5) (6)
VN TL VN TL VN TL

�n_suport -0.03∗∗ -0.005 0.001 0.02∗∗∗ 0.04∗∗∗ 0.02∗∗∗

(0.02) (0.01) (0.02) (0.01) (0.01) (0.01)

Demo. Controls Yes Yes Yes Yes Yes Yes
Pseudo R2 0.025 0.013 0.048 0.017 0.099 0.038
N observations 1016 1188 1016 1188 1016 1188

Note: Demographic controls include job loss, income loss, the log of household in-
come per capita, employment status, urban/rural area, age, age squared, education,
gender, marital status, number of children, number of the old, and subjective health
assessment. We report marginal e�ects for choosing the highest answer category
from ordered probit estimations based on population weights. Standard errors are in
parentheses. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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A.3 Survey Questions

Financial support

� �n_support : Did you or anyone else in your household receive �nancial support

from the government due to COVID-19? [Yes, No]

Consumer sentiment index Following the construction of the aggregate index of

consumer sentiment by the University of Michigan (Surveys of Consumers), we calculate

this index for each respondent as a simple average of the following �ve questions:

� Did the current �nancial situation of your household get better or worse over the

past 12 months? [Got much worse, Got a bit worse, Stayed the same, Got a bit

better, Got much better, Don't know]

� How do you think the �nancial situation of your household will develop over the

next 12 months? [Get much worse, Get a bit worse, Stayed the same, Get a bit

better, Get much better, Don't know]

� How do you think the national business conditions will develop over the next 12

months? [Get much worse, Get a bit worse, Stayed the same, Get a bit better, Get

much better, Don't know]

� How do you think the national economic situation will develop over the next 5 years?

[Get much worse, Get a bit worse, Stayed the same, Get a bit better, Get much

better, Don't know]

� Generally speaking, do you think now is a good or bad time for people to buy major

household items, such as furniture, a refrigerator, stove, television, and things like

that? [Very bad, Bad, Neither good or bad, Good, Very good, Don't know]

Durable goods purchase

� Purchased durables : Since May 2020, did your household buy major household

items, such as furniture, refrigerator, stove, television, and things like that? [Yes,

No]

� Plans to buy durables : Is your household planning to buy major household items,

such as furniture, refrigerator, stove, television, and things like that in the next 12

months? [Yes, certainly; Yes, perhaps; Probably not; Certainly not; Don't know]

Macroeconomic expectations
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� In�ation Exp.: How do you think prices in general (which are used to measure the

in�ation rate) will develop over the next 12 months compared to the previous 12

months? They will [Decrease a lot, Decrease a little, Stay about the same, Increase

a little, Increase a lot, I do not form opinions about future general price level, Don't

know.]

� Unemployment Exp.: How do you think unemployment will develop over the next

12 months compared to the previous 12 months? It will [Decrease a lot, Decrease a

little, Stay about the same, Increase a little, Increase a lot, I do not form opinions

about future unemployment, Don't know]

� GDP Exp.: How do you think national economic growth (GDP growth) will develop

over the next 12 months compared to the previous 12 months? It will [Decrease a

lot, Decrease a little, Stay about the same, Increase a little, Increase a lot, I do not

form opinions about future economic growth, Don't know]

Assessment of and trust in the government

� govt_assess_hh: Please think about the economic policies initiated by the govern-

ment to support individuals and households a�ected by the COVID-19 pandemic.

Would you say the government has been doing a good job, fair job, or a poor job?

[Poor job, Fair job, Good job , Don't know]

� govt_assess_�rm: Now think about the economic policies initiated by the govern-

ment to support �rms a�ected by the COVID-19 pandemic. Would you say the

government has been doing a good job, fair job, or a poor job? [Poor job, Fair job,

Good job , Don't know]

� govt_trust_econ: How much do you trust the government to mitigate the negative

side-e�ects of social distancing on the economy, such as an increase in unemployment

and a fall in production? [Strongly distrust, Somewhat distrust, Neither trust nor

distrust, Somewhat trust, Strongly trust, I don't know]

Personal concerns due to COVID-19

� concern_health: How concerned are you about the e�ects that COVID-19 might

have on your health or the health of other members of your household [Not at all

concerned, Somewhat concerned, Very concerned, Don't know]

� concern_job: How concerned are you about the e�ects that COVID-19 might have

on your job security or the job security of other members of your household [Not at

all concerned, Somewhat concerned, Very concerned, Don't know]
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� concern_�nance: How concerned are you about the e�ects that COVID-19 might

have on the �nancial situation of your household [Not at all concerned, Somewhat

concerned, Very concerned, Don't know]

� concern_econ: How concerned are you about the e�ects that COVID-19 might have

on the economy [Not at all concerned, Somewhat concerned, Very concerned, Don't

know]

Subjective well-being

� Nervous : To which extent do the following statement apply to you right now? I

am nervous when I think about the current situation [Strongly disagree, Moderately

disagree, Neither agree nor disagree, Moderately agree, Strongly agree]

� Calm: To which extent do the following statement apply to you right now? I am

calm and relaxed when I think about the current situation. [Strongly disagree,

Moderately disagree, Neither agree nor disagree, Moderately agree, Strongly agree]

� Life satisfaction: All things considered, how satis�ed are you with your life as a

whole? [Totally dissatis�ed, Partly dissatis�ed, Neither dissatis�ed nor satis�ed,

Partly satis�ed, Totally satis�ed]

28


	Introduction
	Data
	Key variables of interest
	Stylized Facts about the Impact of COVID-19 on Households and Assessment of Government Reaction

	 Results
	Main Results
	Robustness Checks and Additional Result

	Conclusion
	Appendix
	Summary statistics
	Robustness Checks
	Heckman Selection Models
	Additional Control for the Lagged of Dependent Variables
	Additional Robustness Checks

	Survey Questions


