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An Analysis of the Consumption Structure of

Chinese Urban Households: 1995—2013
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Summary: Since the economic reform of the late 1970s China has been transformed from a poor agricultural economy into
a “world manufacturing hub” and the second largest economy in the world. At the same time the consumption patterns of
Chinese urban residents have changed enormously from subsistence-based to taste-based. With the increase in disposable
income and changes in the family structure consumption and its structure have become important factors influencing the
direction of the Chinese national macro-economy. Only by understanding the main factors affecting the various types of
household consumption can policymakers make appropriate policies that affect consumption and hence the whole economy.

At present academic studies of this issue tend to focus on the macroeconomic field and research on consumption
structure is still in its infancy. This paper aims to clarify the factors that influence the consumption structure using micro—
data to study the inherent logic of urban household consumption decision making. In terms of data and research methods
this paper uses CHIP data and the QUAIDS model.

According to the classification standard of the National Bureau of Statistics of the Chinese Government this paper divides
the consumption data in CHIP 1995 2002 and 2013 into eight broad categories to analyze its changes status and influencing
factors. This paper finds that from 1995 to 2013  the urban household consumption structure underwent tremendous changes
with obvious differences in space time and family type. Regarding spatial diversity the regional differences changed from three
pillars (east west middle) to two pillars (east and middle-west) and the gap between the eastern and the central-western
regions widened significantly. With respect to structure the share of food consumption facilities and services consumption in
total consumption declined but the share of housing consumption increased from 23% in 1995 to 38% in 2013. The rising share
of housing consumption will squeeze out other consumption reduce aggregate demand and increase the pressure on wages.

From the regression results of the QUAIDS model it can be seen that the rise in the prices of consumer goods almost
always leads to a decrease in their total share. Through this model we can obtain the expenditure elasticity and Marshall
price elasticity of urban residents’ consumption in eight categories. This paper finds that the expenditure elasticity tends to
the value of 1 in 1995—2013. This is in contrast to the tendency of most price elasticity from 1995 to 2013  which shows
that the absolute value of consumer price elasticity gradually increased. This implies that the influence of disposable income
on consumption structure was weakened while the influence of market prices was strengthened.

Finally the survey data are divided along three dimensions: the age of the head of the household the number of
adults in the household and the number of children. By further examining the expenditure elasticity of households this
paper finds that the consumption patterns of residents in different family demographic structures are quite different. If
income increases older households are more likely to spend more on health care expenses; families with more adults spend
more on food expenses; and families with more children spend more on food clothing and living expenses. This finding is
in accordance with the needs of households with different age structures. As urban China ages and the country is
characterized by “living with the elderly” and decreased numbers of children medical spending will continue to increase
while housing consumption will decline due to changes in the population structure.

Therefore we can conclude that as more people are educated and the scale of middle class increases health care
education tourism facilities  transportation and communications will become the new driving force for consumption
growth. Some problems exist in current urban residents’ consumption: the regional imbalance has intensified and the
consumption structure is more influenced than before by market prices.

Keywords: Consumption Structure; QUAIDS Model; Price Elasticity; Expenditure Elasticity
JEL Classification: D12 €30 012
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