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Abstract

:

To pursue sustainable and balanced economic development, it is urgent to transform the economic development models from investment-driven to consumption-led. Factors underlying the consumption pattern of households in China, especially the rising wealth and its impact, deserve special attention from both policy makers and academic researchers. This paper aims to investigate how asset portfolios, consisting of housing asset, financial asset, production asset, durable asset, and vehicle asset affect consumption behavior based on household panel data. It is proved that the composition of asset portfolios significantly affects consumption of households. Asset levels and asset prices have positive influences on household consumption. Furthermore, various household assets have different impacts on household consumption patterns, divided into living type, developing type, and enjoying type of consumption, especially there is a larger wealth effect on developing type of consumption. More importantly, it shows a pattern of urban and rural dual economic structure. The disparity is even higher from a wealth perspective. The availability to wealth is of great importance. Therefore, the findings suggest inclusive financial reforms to create conditions for promoting property income and facilitating financial capacity of households, which is necessary for policy formation of Chinese economic transition.
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1. Introduction


Since the past 40 years of Reform and Opening-up, China has made tremendous achievements in economy and social development, with a continuing GDP growth rate around approximate 10%. The number of rural people living in poverty dropped from 770 million in 1978 to 30.46 million at the end of 2017, and the incidence of poverty dropped from 97.5% to 3.1% [1]. Although the Chinese government has spared no effort to eliminate poverty, many households still experience extreme poverty [2]. Besides, economic growth in the price of the rising income inequality, widening urban-rural disparity, and environmental pollution [3,4,5,6] has raised concerns on the sustainability of government-led, investment-driven growth pattern. The World Bank shows a declining trend that the proportion of household and final consumption expenditure in GDP dropped from 51.1% in 1989 to the lowest level of 35.4% in 2010, and rebounded to 38.7% in 2017. Compared to other developed countries, for example, a level of 68.4% in United States in 2017, 66.1% in United Kingdom, 55.7% in European Union, China’s household consumption in GDP is at a relatively low level.



According to the 2030 Agenda for Sustainable Development, adopted by the United Nations (UN) members in September 2015, China failed to achieve the Sustainable Development Goals (SDGs) due to the inequity and environmental degradation [7,8,9]. To pursue sustainable and balanced economic development, it is urgent to transform the economic development models from investment-oriented to consumer-oriented. A plan has been introduced recently to improve the system and mechanism for promoting consumption (2018–2020) by the General Office of the State Council. The reasons for China’s insufficient consumption has drawn lots of attention from researchers. It is believed that imperfect financial markets [10,11], cultural, customs and habits [12,13], and growing unbalanced sex ratios [14] could partially explain the insufficient consumption of households. However, the aspect of household wealth is rarely considered.



As a source of cash for consumption [15], it is believed that consumption might be differently affected by various types of wealth due to uncertain expectation of wealth differences in liquidity, different motives associated with owning an asset, expected permanency of changes, and psychological factors named as “mental account” [16]. Asset distribution is much more unequal than income distribution [17]. In the presence of capital market imperfections, individuals with low endowments may be stuck in a poverty trap. Whenever the policy objective is to level the playing field, wealth redistribution may be an effective alternative to income redistribution, particularly if a minimum endowment reinforces the sense of responsibility of individuals and their attitude to pursue more efficient behaviors [18]. The labor component of the wealth portfolio grows at a slower rate than average wealth, therefore poor agents need to accumulate assets at a faster rate in order to attain their desired rate of growth of consumption [19]. The incompleteness of formal financial markets and the ubiquity of credit and liquidity constraints in less developed economies have provoked a number of inquiries into households’ capacity to smooth consumption in the presence of borrowing constraints [20], the lack of assets might further prevent households from taking risky actions that could imply a future increase in household income [21].



The effects of asset building on ability to meet future consumption needs have been the focus [17,22], and some researchers further distinguish between the wealth effects of stock and housing wealth [23,24,25]. Mixed conclusions have been drawn in terms of impacts on consumption for different developed countries. Moreover, previous work mainly focuses on the United States and other developed OECD countries [26]. Relatively little is known about how people consume when faced with financial deprivation [27]. As a response to the rising wealth inequality in China over the last couple of decades [3,4,5,6], a "New Rural Campaign" to promote property income had been proposed at the Seventeenth Communist Party National People’s Congress in 2007 for the first time to narrow the rising income gap between rural and urban households [28]. The experience of developed countries proves that when the per capita GDP breaks through $2000, property income, including bank deposits, valuable securities and other movable properties and houses, and real estate such as land will gradually emerge as a new source of income for all residents [29]. Although the proportion of property income to total income is still relatively low, the gaps of the contribution of property income to the total income between rural and urban areas is expanding [5,30,31], the uneven process of financial development and other socio-economic structures might entail adverse impacts on economic equality in China [32], which in turn will inevitably aggravate consumption inadequacy.



In the context of a substantial wealth accumulation after the reform policy, what are the effects of assets on consumption patterns? Due to the lack of data regarding household assets, previous research mainly focuses on housing wealth and financial wealth in developed countries, how and to what extents different assets will affect household consumption in developing China have not attracted enough attention. This paper tries to consider various types of assets between urban and rural households. Understanding the influence of asset portfolios on consumption is of great interest for policy makers and researchers trying to understand household consumption and saving behavior. To examine the impacts of assets on non-durable consumption expenditures for Chinese households, this paper exploits a 3 period panel data set with information on wealth, consumption, income, and households’ characteristics in 2013, 2015, and 2017. By using micro data, we will investigate the link between various assets and consumption for subgroups of the population. Specifically, we can detail the impact of housing asset, financial asset, production asset, vehicle asset, and durable asset on consumption. The study proceeds as follows. Section 2 outlines the model and describes the data. Section 3 presents the empirical results and analysis. Section 4 sums up and concludes.




2. The Model and Data


2.1. The Model


The level of money, goods, and services received as income is an adequate measure of household welfare [17]. Income fails to represent the full amount of available resources, assets, and liabilities that are fundamental to smoothing out consumption when income is volatile [18]. Based on the model of Bewley [33,34], we simply feature the dynamics of an agent’s behavior as follows:


   w  t + 1   =   1 + r    w t  +  y t  −  c t  ,  w  t + 1   ≥  w _  ,  



(1)




where    c t    denotes consumption at age t;    w t    is the asset stock;    y t    is the realization of the stochastic labor earnings; and  r  is the return to the single risk-free asset. In each period t, the household allocates total available resources between current consumption and next period’s assets, subject to the borrowing limit   w _  . Individual consumption is affected by age, current asset stock, expected asset value, labor income, and the interest rate.



Domestic micro-studies focus on the level of wealth analysis based on limited household surveyed data. Huang and Tu [35] first used household survey data (China Health and Nutrition Survey, CHNS) to investigate the relationship between housing wealth and consumption. They proved a significant positive elasticity of 0.08–0.12 associated with housing asset on durable consumption without consideration of financial wealth effect and durable consumption. Zhang and Cao [36] investigated the impact of different types of assets on both durable consumption and non-durable consumption using cross-sectional data from China Household Finance Survey (CHFS). Li and Chen [11] used Chinese urban household surveyed data of the National Bureau of Statistics in 2009 to investigate the effect of asset on household consumption. However, cross-sectional data has some limitations, such as omitted variables. Compared to CFPS, CHFS provides more detailed information on household wealth, and therefore is more suitable for us to analyze how asset portfolios affect household consumption. By constructing a 3 periods micro panel data, we estimate how consumption behavior responds to asset levels and asset price changes. Specifically, we analyze the impact of housing asset, financial asset, production asset, vehicle asset, and durable asset on consumption. The model is specified as follows:


   C  i t   = α +  β ′   W  i t   +  γ ′   Z  i t   +  η i  +  λ t  +  ε  i t   ,  



(2)




where    C  i t     is consumption expenditure of household i at time t;    η i    and    λ t    are individual and year effects, respectively;    W  i t     represents household net wealth measured by present market value of assets with debt deducted;    Z  i t     are the control variables, and    ε  i t     is a residual term.



Further, we disaggregate    W  i t     into financial asset, housing asset, production asset, vehicle asset, and durable asset. In spite of focusing on the difference between financial wealth and housing wealth, it is believed that consumption may be differently affected by various types of assets. It is noticeable that we will focus on the impact of asset portfolios on consumption. Special attention is given to rising asset prices named as wealth effect, which may stimulate consumer spending by increasing households’ perceived wealth, or by relaxing borrowing constraints [37]. By matching the quarterly regional house price indices to each household, Campbell and Cocco [37] examine the effect of regional house prices on household consumption. Different from Campbell and Cocco [37], this paper focuses on both wealth levels as well as wealth price changes. Since the survey is conducted once every two years, to proxy changes in asset price, first we define:


  Δ a s s e  t t  = a s s e  t t  − a s s e  t  t − 2   ,  



(3)




where   Δ a s s e  t t    comes from two parts: One is household investment from household savings, the other is from asset price movements. We use the difference between total income (i.e., labor income, production income, transfer income, and investment income) and total consumption (i.e., expenditures on both durables and non-durables) to represent household savings. Thus, we roughly attribute average prices of assets to represent asset price changes:


  Δ  p  i t   = Δ a s s e  t  i t   − s a v i n g  s  i t   ,  



(4)







We first present our regression of asset levels, which is based on Equation (2). Then, we investigate how changes on asset price affect household consumption. More precisely, we estimate:


   C  i t   =  β 0  +  β 1  Δ  p  i t   +  β 2   W  i t   +  γ ′   Z  i t   +  η i  +  λ t  +  ε  i t   ,  



(5)




where   Δ  p  i t     represents changes in asset price.



One specification issue is whether to use expenditure on total consumption or non-durable consumption. Most of the existing empirical studies focus on non-durable consumption, considering that consumption is assumed to occur at the same time as expenditure, while services from durable goods are consumed largely after the time period when the expenditure occurred and the exact flow of services is difficult to measure. Therefore, this paper focuses on non-durable consumption. Further, this paper will estimate whether various assets have impact on consumption patterns. According to the level of consumption to meet consumers’ needs, it can be divided into living type, developing type, and enjoying type. Living type of consumption is mainly to meet consumers’ physiological needs, such as food, clothes, energy use (water, electricity, fuel, heating) and daily necessities (detergent, soap, toothpaste, toothbrushes, and other toiletries). Developing type of consumption refers to consumers pursuing better development, such as education and training, medical, transportation and communication, and household services (nannies, hourly workers, drivers, and other household services). Enjoying type of consumption refers to leisure and entertainment (newspapers, magazines, CD’s, movie and show tickets, night clubs, cybercafe, and other entertainment related activities), tourism, and luxury goods consumption (designer handbags, calligraphy/art, etc.).



Another specification issue is whether consumption functions should be estimated in levels or logarithms. We estimate Equations (2) and (5) in levels because many negative values of changes in asset price make logarithm transformation no longer applicable. Although there exist some approaches dealing with zero or negative values in log transformations [38,39], the interpretation becomes murky when we perform regression on transformed data. Therefore, the results provided in this paper are interpreted as the marginal propensities to consume (MPCs), which measure by how many Chinese yuan consumption increases if wealth increases by one Chinese yuan.




2.2. The Data


The micro dataset used in this paper is China Household Finance Survey (CHFS) [40]. It has been run on an annual basis since 2011, and the sample has been expended every other year. There were 8438 households in 2011, 28,141 households in 2013, 37,289 households in 2015, 40,011 households in 2017, respectively.



The survey consists of four parts: Demographics, assets and liabilities, insurance and social security, expenditure and income. Information of labor income and personal and family characteristics are acquired from individual questioning. Personal characteristics of household head are gender, age, educational year, marriage status, and political affiliation. Family characteristics are household size, ratio of people aged under 23, and ratio of people aged over 55. Chinese traditional division of population of working ages is between 15 and 64 years old. Females’ working ages are between 16 and 54 years old. However, given the current situation in China, students are generally over 15, and the student groups aged under 24 are more likely to be less productive before they graduate. As a result, we choose 23 years old to be the boundary.



Apart from the control variables above-mentioned, total income includes labor income, agricultural and business production income, and transfer income. Transfer income mainly comes from non-family members (during spring festival, birthday, weddings, and funerals, etc.), government subsidies (such as welfare grant, One-Child incentives, five guarantee grants, pensions, relief funds, forestation grants, etc.), and insurance subsidies. Property income comes from all kinds of asset profits. Because of the possibility that property income is correlated with wealth variables, we exclude it from current income.



The indicators of household consumption and wealth are drawn from a household survey, which was asked at household level. One advantage of using CHFS is that it provides detailed information on household wealth, especially on rural households, which asked about livestock for agricultural production, all kinds of machinery, and various types of land asset. Besides, financial wealth has been divided into specific categories, i.e., stocks, bonds, funds, financial products, non-RMB, precious metal and current deposit, fixed deposit, cash, and loan. Special attention should be given to the definition of household wealth, which is data gathered at the time, usually from July to August, while consumption and income data are measured at former year. To be specific, wealth variable at t year is unavailable, and in the same period dataset, we actually get consumption and income at t year, but wealth data at t + 1 year. Simply use wealth data and consumption in the same year dataset might have endogenous issue. Therefore, we use wealth data at former period dataset (   W  t − 1    ).



The imbalanced urban-rural development is one of the most important and realistic problems in China. Therefore, there is a need to investigate between rural and urban households. Total consumption and its gap between rural and urban households are increasing over time. Table 1 shows detailed information for rural households and urban households in 3 years respectively. As have suggested above, this paper divide consumption into basic living type, developing type, and enjoy type of consumption. In general, living type of consumption still makes up the biggest proportion of consumption and is around 63% for both rural households and urban households, and developing type of consumption makes up higher for rural households, but enjoying type of consumption makes up higher for urban households. The level of consumption shows that urban households spend around twice as much as rural ones, and the gap is expanding. For living type of consumption, the gap has risen from 1.75 times in 2010 to 1.84 times in 2014. For developing type of consumption, the gap has widened from 1.36 to 1.47. The biggest gap is enjoying type of consumption including spending on entertainment, travelling, and luxury goods, which has widened from 3.20 to 6.54 times. The data is in line with China’s reality that, with the development of economic growth and increasing of income, people are pursuing better living standards. These years have witnessed a tourism boom in China, and there is an increasing trend of people’s enthusiasm in travelling.



When it comes to the level of wealth, there is a remarkable difference between rural and urban households. Urban households’ total wealth was 2.95 times greater than that of rural households in 2010, and the gap widened to 4.28 times in 2014. The gap between urban and rural households was widest on housing asset and financial asset. The gap of housing asset widened from 3.6 times to 5.1 times, and the gap of financial asset widened from 3.65 times to 6.36 times. Production asset has the smallest gap, which is around 1.5 times. The pattern of asset distribution is closely related to the pattern of income distribution, in that those with low incomes tend to have few assets and those with high incomes tend to have many assets.



As for the wealth proportion, computed by the ratio of average asset composition to total asset, housing wealth is the most important family wealth, and the proportion for urban households is larger than that of rural households. It was 74.10% in 2010, 73.82% in 2012, and 72.67% in 2014, respectively. Financial wealth makes up the second largest proportion of total assets for urban households, which is around 12.52% for urban households and 9.53% for rural households. The possibility to use housing assets as a supplementary source for welfare is also becoming increasingly relevant for post-socialist countries, where the pressures of an aging population are considerable and where public welfare budgets have been substantially reduced during the transitional period. Housing in these countries seems to represent a huge potential because home-ownership rates are very high in comparison to most Western countries [41].



Production asset consists of land, agricultural, and business assets. It is the second largest component of rural family wealth (22.37% in 2010, 31.89% in 2012, 22.74% in 2014). According to the definition of the database, vehicle asset is the present value of cars, trucks, tricycles, battery carts, and bicycles owned by a family, which excludes transport machine of business. The proportion of vehicle asset is around 3.72% for rural households and 3.03% for urban households. Initially poorer agents pursue a defensive portfolio strategy that is characterized by both income smoothing and by what we term asset smoothing. Despite their cheap labor-based competitive advantage in using productive assets, poor agents smooth income by accumulating a portfolio intensive in the low-return buffer asset. In contrast to wealthier agents, they respond to shocks by destabilizing consumption in order to defend or smooth their asset base [20].



Durable asset includes durable goods (i.e., camera, television, refrigerator, washing machine, mobile phone, computer, furniture, instrument, microwave oven, etc.) and luxury goods (i.e., antiques, precious metal, artwork, high-end handbags, designer clothes, etc.). Durable asset only makes up a small proportion for both rural households and urban households.



The importance of wealth as an indicator of well-being status in society has been proved all over the world. More importantly, wealth was more unevenly distributed than income [15,42]. This happened in China. The gap of property distribution of Chinese residents shows a trend of rapid and obvious expansion [5,30]. The level and growth rate of asset of rural residents are much lower than that of urban residents with respect to both net worth and financial assets, as well as the rate of property accumulation (see Table 1). China consistently exhibits higher rates of income inequality than most developed nations, arguably due to the nation’s relatively enhanced support of free immature property market.



Barriers and constraints that limit poor households’ access to the assets they own and that limit the returns on such assets include lack of education, lack of formal employment, lack of access to financial services, as well as gender-biased inheritance and strict traditional laws [26]. Some empirical analyses, mainly on developed countries, have been conducted to figure out possible impacts of different assets on household consumption. Different from [43] and Davis and Palumbo [44], Lettau and Ludvigson [45] find that a surprisingly small fraction of the variation in household net worth is related to variation in aggregate consumer spending in the U.S., but no effect of transitory wealth in the stock market component of wealth. Case, Quigley, and Shiller [23] report a higher coefficient estimate for housing wealth than for stock market wealth in U.S. and OECD countries, while Dvornak and Kohler [45] stress that in Australia, both housing wealth and stock wealth exert significant long-run impacts on consumption, and the marginal propensity to consume out of stock market wealth is larger than that of housing wealth. Ludwig and Sløk [25] find a long-run relationship between stock market prices and consumption for 16 OECD countries; however, it is unclear with respect to house prices. Slacalek [46] finds the effect of housing wealth is greater than that of financial wealth for the US and the UK. De Bonis and Silvestrini [47] find that the propensity to consume from net financial wealth is larger than from real wealth for 11 OECD countries. Low income fails to identify those who are unable to participate in their societies due to lack of resources [48]. To what extent can asset accumulation affect consumption in China? An empirical analysis will be conducted to carefully examine the impact of asset portfolios on the pattern of household consumption, which provides a basis for policy formation to facilitate economic transformation from investment-driven to consumption-led.





3. Regression Result Analysis


3.1. Results of Wealth Effects


Firstly, specification (1) and (2) in Table 2 show the result of pooled ordinary least regressions. There is a significant marginal propensity to consume (MPC) for total wealth of 0.002 and income of 0.074. When it comes to wealth component (i.e., housing asset, financial asset, production asset, vehicle asset, and durable asset) in specification (2), it indicates that various households’ wealth could differently influence the behavior of consumption. For the fixed-effects estimate, we find a negative and insignificant MPC for total asset of -0.001 in specification (3) without controlling price changes. In specification (4), we include price changes of household asset (Δp) to find a significant effect of 0.007. Considering households with different levels of assets may respond differently to price changes (Δp), we include both asset level and Δp in specification (5). The coefficient of both asset levels and price changes become significant. Household consumption is sensitive to price changes in consideration of the benefits from asset investment. It is suggested that consumption behavior depends not only on income, but also on asset as well as wealth prices.



Further, we analyze to what extent of consumption can be explained by various asset components in specification (6). It shows positive and significant MPCs associated with various household wealth. Although durable asset and vehicle asset makes up a small amount of total household wealth, it shows a larger asset effect for these two kinds of asset. There is a potential that the rising vehicle asset and durable asset might promote expenditures on services and goods associated with entertainment, which can be reflected in Table 3. When investigating consumption patterns, it shows that vehicle asset contribute most to developing type of consumption, and durable asset contribute most to developing type and enjoying type of consumption.



Housing asset and production asset have relatively low liquidity with an MPC of 0.013 and 0.016. Housing asset is not only a consumer good, but also an investment good with rental income. One of the channels through which the housing market affects the overall macroeconomic activity is through its impact on the household balance sheet [49]. Housing is the dominant component of households’ wealth, 55% of total gross wealth was held as housing wealth in Denmark, while holding financial assets is much less common, with 1/4 of the population holding stocks, and less than 1/10 owning bonds [50]. It shows an MPC of 0.016 for financial asset, a little bit higher than housing asset. Although financial asset has a small impact on consumption nowadays, its proportion to total wealth has been growing gradually, and the effect on consumption cannot be ignored.




3.2. Results between Rural Households and Urban Households


As have mentioned above, there is an obvious rural-urban gap with respect to household wealth and consumption shown in Table 1. Therefore, in this section we further investigate how rural and urban households’ consumption patterns respond to asset and price changes by using subsamples of rural households and urban households based on their place of residence.



Table 3 presents similar results that both asset levels and asset price changes have significant impact on household consumption and a larger wealth effect on developing type of consumption, followed by living type of consumption and enjoying type of consumption. When distinguishing among various households’ wealth, for rural households, it shows that production asset has a larger and significant MPC of 0.011 for living type of consumption because agricultural and business production behavior such as self-employment and small handicraft business are important for them to make a living, and it is shown in Table 1 that production asset accounts for the second largest component of rural family wealth. Vehicle asset, including cars, trucks, tricycles, battery carts, and bicycles, has a largest MPC for developing type of consumption, not only for rural households, but also for urban households. The convenience brought by vehicle asset could increase people’s expenditures on transportation and other kinds of services. Additionally, for rural households, it is difficult to rule out the possibility for agricultural or small business use. Financial asset has a largest MPC of 0.006 for enjoying type of consumption for rural households, while it has a largest MPC for living type of consumption for urban households. It shows that urban households’ enjoying type of consumption is more promoted by durable asset. Durable asset includes not only goods for daily use, but also for status display, such as antique, treasured collections, and luxury goods. One possible reason is that durable asset can also be an investment good, which could bring future income from the appreciation of collectibles.



Income is still the most important variable influencing household consumption. Low-income households lack assets as well as access to the institutional mechanisms that may promote asset accumulation. More inclusive asset-based policies are required, which could expand access of low-income households to structures that support asset accumulation [22]. This happened in rural China, and it is reflected by different asset portfolios among rural and urban households. According to the communiqué of the Third Plenum of the 18th CPC Central Committee, land reform in China is pushed forward to give farmers more property rights, and establish a unified land market for urban and rural construction [51]. Inclusive financial systems—those that allow broad access to appropriate financial services—are likely to benefit poor people and other disadvantaged groups [52]. Financial innovation, such as the availability of home equity loans, is a type of loan in which the borrower uses the equity of his or her home as collateral. It is likely to increase the liquidity of housing assets and to further promote major expenses.





4. Discussion


Few previous researches in Chinese using similar household data mainly investigate how household wealth levels affect consumption and find a larger housing wealth effect on consumption [36,53], while Li and Chen [11] find little effect associated with housing wealth and insignificant effect associated with housing price changes. Housing wealth has attributes of both consumption goods and investment goods. Li and Chen [11] propose that Chinese households treat housing asset as more like consumption goods than investment goods. However, in this paper, it shows that housing asset still has significant positive influence on household consumption, even though the MPC of housing asset is relatively low compared to other household assets. Considering the liquidity of housing asset means it is difficult to be cashed in immediately, we think the small MPC of housing asset is reasonable. Sherfin and Thaler [16] incorporate self-control and mental accounting into the analysis consumption behavior, which are usually missing in economic analysis. Their key assumption is that households treat components of their wealth as nonfungible. Current income with greatest temptation to spend should have a larger MPC, and future income or wealth with low liquidity having the least temptation should have a smaller MPC. By distinguishing among various assets, it indeed shows wealth and its composition have significant influence on household consumption. More importantly, it shows a pattern of urban and rural dual economic structure. The disparity is even higher from a wealth perspective. Peasants’ limited access to resources greatly constrains the viability of their livelihoods. It is different types of assets that make livelihood strategies possible, meaningful, and viable [54]. The availability of wealth is of great importance. Therefore, the findings suggest inclusive financial reforms to create conditions for promoting property income and facilitating financial capacity of households, which is necessary for policy formation of Chinese economic transition. Services may be in the form of credits and insurance to enhance people’s ability to acquire assets and generate income, particularly in rural areas where traditional banking facilities are not available.



Different from some research investigating the relationship between house prices or stock prices and consumption behavior [24,25,37,50], this paper constructs a variable (Δp) to proxy household total asset price changes. The significant impact of asset price changes on consumption implies the importance of a stable mechanism of market price, which is one of the most important macro-economic policy goals of the State. In particular, the fluctuation of stock market and housing market might have a deeper influence on people’s lives. There is a substantial increase in housing prices in China since the housing commercialization reform in 1998. Property prices decline for the first time in 2008. As real estate prices plunge, people may face the rise of liquidity constraints and repayment pressure, crimping a major artery of spending [35].




5. Conclusions


Using micro level data from China Household Finance Survey (CHFS), this paper has constructed a 3 periods panel data to examine the effect of various types of asset on household consumption, with particular attention to asset levels and asset price changes. The findings can be concluded as following aspects:



Firstly, it is not only asset levels, but also asset price changes that can exert significantly positive impacts on consumption behavior. Taking into account the price changes of financial asset, durable asset, and vehicle asset are difficult to measure, this paper can roughly construct a variable Δp to represent wealth price changes. For total households, it shows an MPC of 0.015 associated with total net household wealth, and an MPC of 0.012 with respect to wealth price changes.



Secondly, various household assets have different impacts on consumption patterns. It shows a larger wealth effect on developing type of consumption with an MPC of 0.009, followed by living type of consumption and enjoying type of consumption. This paper investigates consumption patterns which are distinguished into living type, developing type, and enjoying type. However, with the upgrading of consumption structure, household environmentally friendly consumption behavior will attract more attention. Environmental sustainability not only connects with the harmony of the society, but also concerns an individual or a family [55]. Whether household environmentally friendly consumption responds to household assets needs further investigation.



Thirdly, the obvious rural-urban gap with respect to household wealth and consumption suggest to distinguish between rural households and urban households. To be specific, for rural households, production asset is the most important asset affecting households’ living. Housing asset is the most important asset affecting households’ enjoying type of consumption. For urban households, financial asset and durable asset are the most important assets affecting households’ living. Production asset affects mostly household’s developing type of consumption. Durable asset is the most important asset affecting enjoying type of consumption. Therefore, in order to promote consumption upgrading, it is important to guarantee the acquisition of assets. More inclusive asset-based policies are required, which could expand access of low-income households to structures that support asset accumulation [22]. Inclusive financial systems—those that allow broad access to appropriate financial services—are likely to benefit poor people and other disadvantaged groups [52]. Financial innovation, such as the availability of home equity loans, is a type of loan in which the borrower uses the equity of his or her home as collateral. It is likely to increase the liquidity of housing assets and to further promote major expenses.



Chinese traditional economic growth model is in the price of inequity and environment pollution. To pursue sustainable and balanced economic development, it is urgent to transform the economic development models from investment-oriented to consumer-oriented. In consideration of China’s current reality of deficient consumption, investigating how assets affect consumption is of great significance. This paper might be a complementary research on the explanation of insufficient consumption demand in China. This paper mainly focuses on what the effect of various household asset on consumption while lack empirical analysis on the mechanism of why various household assets have different impacts on consumption. Part of the explanation is given. Therefore, the investigation of mechanisms needs to be explored and improved in the future.
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Table A1. Estimation Results of wealth effects between rural households and urban households.






Table A1. Estimation Results of wealth effects between rural households and urban households.





	

	
(1)

	
(2)

	
(3)

	
(4)

	
(5)

	
(6)

	
(7)

	
(8)

	
(9)

	
(10)

	
(11)

	
(12)




	

	
Rural Households

	
Urban Households




	

	
Living Con.

	
Developing Con.

	
Enjoying Con.

	
Living Con.

	
Developing Con.

	
Enjoying Con.

	
Living Con.

	
Developing Con.

	
Enjoying Con.

	
Living Con.

	
Developing Con.

	
Enjoying Con.






	
asset(t − 1)

	
0.009 **

	
0.016 **

	
0.001 **

	

	

	

	
0.003 *

	
0.007 *

	
0.002 ***

	

	

	




	

	
(0.003)

	
(0.005)

	
(0.000)

	

	

	

	
(0.002)

	
(0.003)

	
(0.001)

	

	

	




	
Δp

	
0.008 ***

	
0.012 **

	
0.000 ***

	
0.008 ***

	
0.012 ***

	
0.000 ***

	
0.003 ***

	
0.005 **

	
0.002 ***

	
0.003 ***

	
0.006 **

	
0.002 ***




	

	
(0.002)

	
(0.004)

	
(0.000)

	
(0.002)

	
(0.004)

	
(0.000)

	
(0.001)

	
(0.002)

	
(0.000)

	
(0.001)

	
(0.002)

	
(0.000)




	
housing asset(t − 1)

	

	

	

	
0.009 ***

	
0.015 **

	
0.001 ***

	

	

	

	
0.002

	
0.006

	
0.002 **




	

	

	

	

	
(0.002)

	
(0.005)

	
(0.000)

	

	

	

	
(0.002)

	
(0.004)

	
(0.001)




	
financial asset(t − 1)

	

	

	

	
−0.036

	
0.015

	
0.006

	

	

	

	
0.008*

	
0.005

	
0.002 *




	

	

	

	

	
(0.020)

	
(0.008)

	
(0.003)

	

	

	

	
(0.004)

	
(0.004)

	
(0.001)




	
production asset(t − 1)

	

	

	

	
0.011***

	
0.016 **

	
0.000

	

	

	

	
0.001

	
0.010 **

	
0.002 **




	

	

	

	

	
(0.003)

	
(0.006)

	
(0.000)

	

	

	

	
(0.002)

	
(0.003)

	
(0.001)




	
vehicle asset(t − 1)

	

	

	

	
0.011

	
0.026 **

	
0.001

	

	

	

	
0.007

	
0.017

	
−0.002




	

	

	

	

	
(0.008)

	
(0.008)

	
(0.000)

	

	

	

	
(0.007)

	
(0.009)

	
(0.003)




	
durable asset(t − 1)

	

	

	

	
−0.042

	
−0.046

	
−0.008

	

	

	

	
0.008 **

	
0.009 *

	
0.009 **




	

	

	

	

	
(0.048)

	
(0.056)

	
(0.007)

	

	

	

	
(0.003)

	
(0.004)

	
(0.003)




	
income

	
0.084 ***

	
0.116 ***

	
0.006 ***

	
0.084 ***

	
0.116 ***

	
0.006 ***

	
0.035 ***

	
0.054 **

	
0.018 ***

	
0.035 ***

	
0.055 **

	
0.018 ***




	

	
(0.017)

	
(0.030)

	
(0.001)

	
(0.018)

	
(0.031)

	
(0.001)

	
(0.010)

	
(0.021)

	
(0.004)

	
(0.010)

	
(0.021)

	
(0.003)




	
age

	
−0.005

	
0.007

	
−0.001

	
−0.006

	
0.007

	
−0.001

	
−0.011

	
0.002

	
−0.001

	
−0.012

	
0.002

	
−0.001




	

	
(0.012)

	
(0.011)

	
(0.002)

	
(0.012)

	
(0.011)

	
(0.002)

	
(0.011)

	
(0.012)

	
(0.004)

	
(0.011)

	
(0.011)

	
(0.004)




	
gender

	
0.554

	
1.002

	
−0.059

	
0.448

	
0.976

	
−0.051

	
−0.004

	
−0.310

	
−0.228

	
−0.019

	
−0.290

	
−0.226




	

	
(0.407)

	
(1.012)

	
(0.064)

	
(0.432)

	
(0.992)

	
(0.065)

	
(0.295)

	
(0.332)

	
(0.164)

	
(0.300)

	
(0.306)

	
(0.164)




	
educational year

	
0.045

	
0.208

	
0.003

	
0.040

	
0.208

	
0.004

	
−0.028

	
0.098

	
0.006

	
−0.032

	
0.101

	
0.006




	

	
(0.078)

	
(0.150)

	
(0.008)

	
(0.079)

	
(0.146)

	
(0.008)

	
(0.059)

	
(0.085)

	
(0.023)

	
(0.060)

	
(0.084)

	
(0.022)




	
_Imarriage_2

	
−0.308

	
0.025

	
0.028

	
−0.328

	
0.014

	
0.029

	
0.029

	
0.193

	
0.144

	
0.047

	
0.175

	
0.148




	

	
(0.195)

	
(0.269)

	
(0.024)

	
(0.197)

	
(0.264)

	
(0.024)

	
(0.238)

	
(0.305)

	
(0.096)

	
(0.230)

	
(0.299)

	
(0.097)




	
_Imarriage_3

	
0.304

	
2.511

	
0.027

	
0.733

	
2.518

	
−0.020

	
0.431

	
0.487

	
0.151

	
0.442

	
0.435

	
0.160




	

	
(0.764)

	
(2.743)

	
(0.042)

	
(0.976)

	
(2.713)

	
(0.056)

	
(0.390)

	
(0.412)

	
(0.134)

	
(0.382)

	
(0.409)

	
(0.138)




	
_Imarriage_4

	
0.002

	
0.169

	
0.057

	
−0.052

	
0.150

	
0.060

	
−0.740 *

	
−0.766

	
0.199 *

	
−0.741 *

	
−0.802

	
0.210 *




	

	
(0.261)

	
(0.494)

	
(0.053)

	
(0.249)

	
(0.496)

	
(0.055)

	
(0.362)

	
(0.868)

	
(0.100)

	
(0.357)

	
(0.862)

	
(0.104)




	
_Imarriage_5

	
−0.324

	
0.097

	
0.031

	
−0.351

	
0.059

	
0.032

	
−0.098

	
−0.499

	
0.199 *

	
−0.092

	
−0.515

	
0.200 *




	

	
(0.236)

	
(0.300)

	
(0.028)

	
(0.238)

	
(0.285)

	
(0.028)

	
(0.263)

	
(0.698)

	
(0.094)

	
(0.257)

	
(0.695)

	
(0.095)




	
_Imarriage_6

	
−0.644 **

	
−0.024

	
0.030

	
−0.653 **

	
−0.032

	
0.031

	
−0.100

	
0.304

	
0.076

	
−0.082

	
0.302

	
0.079




	

	
(0.220)

	
(0.338)

	
(0.026)

	
(0.220)

	
(0.335)

	
(0.027)

	
(0.256)

	
(0.340)

	
(0.114)

	
(0.251)

	
(0.336)

	
(0.115)




	
_Iparty_2

	
0.075

	
0.134

	
−0.043

	
0.031

	
0.126

	
−0.039

	
−0.034

	
0.255

	
−0.023

	
−0.027

	
0.243

	
−0.021




	

	
(0.142)

	
(0.137)

	
(0.033)

	
(0.140)

	
(0.135)

	
(0.028)

	
(0.084)

	
(0.185)

	
(0.033)

	
(0.085)

	
(0.184)

	
(0.032)




	
_Iparty_3

	
0.324

	
0.709

	
−0.063

	
0.397

	
0.722

	
−0.065

	
−0.156

	
0.662

	
0.137

	
−0.097

	
0.676

	
0.140




	

	
(0.447)

	
(0.700)

	
(0.083)

	
(0.441)

	
(0.728)

	
(0.079)

	
(0.336)

	
(0.461)

	
(0.139)

	
(0.330)

	
(0.474)

	
(0.144)




	
_Iparty_4

	
0.061

	
0.164

	
−0.069

	
0.048

	
0.168

	
−0.067

	
−0.169

	
0.328

	
−0.046

	
−0.142

	
0.316

	
−0.041




	

	
(0.209)

	
(0.223)

	
(0.061)

	
(0.220)

	
(0.223)

	
(0.053)

	
(0.151)

	
(0.343)

	
(0.060)

	
(0.152)

	
(0.341)

	
(0.060)




	
ratio of people aged under 23

	
−0.002

	
0.472

	
0.008

	
−0.039

	
0.478

	
0.006

	
−0.196

	
0.573

	
0.011

	
−0.146

	
0.509

	
0.023




	

	
(0.436)

	
(0.488)

	
(0.076)

	
(0.436)

	
(0.493)

	
(0.068)

	
(0.531)

	
(0.814)

	
(0.161)

	
(0.514)

	
(0.815)

	
(0.161)




	
ratio of people aged over 55

	
−0.706

	
−0.419

	
0.005

	
−0.717

	
−0.398

	
0.008

	
−0.562

	
−1.011

	
−0.038

	
−0.571

	
−0.978

	
−0.041




	

	
(0.467)

	
(0.561)

	
(0.062)

	
(0.466)

	
(0.563)

	
(0.062)

	
(0.347)

	
(0.586)

	
(0.093)

	
(0.346)

	
(0.581)

	
(0.094)




	
family size

	
0.140 *

	
−0.015

	
−0.014 *

	
0.136 *

	
−0.015

	
−0.014

	
0.085

	
−0.095

	
−0.030

	
0.083

	
−0.095

	
−0.028




	

	
(0.055)

	
(0.076)

	
(0.007)

	
(0.056)

	
(0.076)

	
(0.007)

	
(0.111)

	
(0.082)

	
(0.037)

	
(0.110)

	
(0.083)

	
(0.037)




	
_cons

	
0.278

	
−2.856

	
0.185

	
0.648

	
−2.802

	
0.159

	
3.166 **

	
−0.219

	
0.376

	
3.285 **

	
−0.217

	
0.341




	

	
(1.001)

	
(2.323)

	
(0.132)

	
(1.028)

	
(2.262)

	
(0.131)

	
(0.993)

	
(1.322)

	
(0.416)

	
(1.036)

	
(1.222)

	
(0.413)




	
year fixed effect

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes




	
N

	
9966

	
9966

	
9966

	
9966

	
9966

	
9966

	
17,469

	
17,469

	
17,469

	
17,469

	
17,469

	
17,469




	
R2

	
0.142

	
0.166

	
0.030

	
0.163

	
0.168

	
0.043

	
0.057

	
0.070

	
0.089

	
0.063

	
0.073

	
0.095








Note: *, ** and *** indicate significant at the 5%, 1% and 0.1% level, respectively. The standard errors shown in parentheses are corrected for heteroscedasticity and first order serial correlation. Dependent variables are non-durable consumption in Table 1. Income, consumption and asset variables are adjusted by regional consumer price index (CPI) released by National Bureau of Statistics of China.
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Table 1. Means and Proportions of Wealth and Consumption (yuan).






Table 1. Means and Proportions of Wealth and Consumption (yuan).





	

	
Rural Household

	
Urban Household




	

	
2010

	

	
2012

	

	
2014

	

	
2010

	

	
2012

	

	
2014

	




	

	
mean

	
%

	
mean

	
%

	
mean

	
%

	
mean

	
%

	
mean

	
%

	
mean

	
%






	
total consumption

	
24,480

	

	
29,472

	

	
30,194

	

	
40,586

	

	
49,925

	

	
55,127

	




	
living type

	
14,390

	
58.79

	
19,161

	
65.01

	
18,677

	
61.86

	
25,185

	
62.05

	
31,885

	
63.86

	
34,459

	
62.51




	
developing type

	
9159

	
37.41

	
9631

	
32.68

	
10,783

	
35.71

	
12,423

	
30.61

	
14,331

	
28.70

	
15,870

	
28.79




	
enjoying type

	
930

	
3.80

	
680

	
2.31

	
734

	
2.43

	
2977

	
7.34

	
3710

	
7.43

	
4799

	
8.71




	
total asset

	
25,2200

	

	
242,366

	

	
304,157

	

	
752,332

	

	
854,410

	

	
1,090,565

	




	
housing asset

	
157,934

	
62.62

	
124,432

	
51.34

	
184,800

	
60.76

	
557,441

	
74.10

	
630,713

	
73.82

	
792,562

	
72.67




	
financial asset

	
25,408

	
10.07

	
23,475

	
9.69

	
26,839

	
8.82

	
92,722

	
12.32

	
98,767

	
11.56

	
149,147

	
13.68




	
production asset

	
56,409

	
22.37

	
77,299

	
31.89

	
69,167

	
22.74

	
61,506

	
8.18

	
78,927

	
9.24

	
84,385.7

	
7.74




	
vehicle asset

	
6882

	
2.73

	
9643

	
3.98

	
13,575

	
4.46

	
21,933

	
2.92

	
24,251

	
2.84

	
36,223

	
3.32




	
durable asset

	
5566

	
2.21

	
7516

	
3.10

	
9776

	
3.21

	
18,730

	
2.49

	
21,752

	
2.55

	
28,248

	
2.59




	
total income

	
17,254

	

	
29,897

	

	
30,884

	

	
55,520

	

	
76,338

	

	
82,273

	




	
number of observations

	
3244

	

	
8932

	

	
11,654

	

	
5194

	

	
19,209

	

	
25,635
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Table 2. Estimation results of wealth effects.
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	(1)
	(2)
	(3)
	(4)
	(5)
	(6)





	asset(t − 1)
	0.002 *
	
	−0.001
	
	0.015 ***
	



	
	(0.001)
	
	(0.001)
	
	(0.004)
	



	Δp
	
	
	
	0.007 ***
	0.012 ***
	0.012 ***



	
	
	
	
	(0.001)
	(0.002)
	(0.002)



	housing asset(t − 1)
	
	0.001
	
	
	
	0.013 **



	
	
	(0.001)
	
	
	
	(0.005)



	financial asset(t − 1)
	
	0.041 ***
	
	
	
	0.016 *



	
	
	(0.006)
	
	
	
	(0.007)



	production asset(t − 1)
	
	0.006 *
	
	
	
	0.015 ***



	
	
	(0.003)
	
	
	
	(0.004)



	vehicle asset(t − 1)
	
	0.093 ***
	
	
	
	0.023 *



	
	
	(0.018)
	
	
	
	(0.011)



	durable asset(t − 1)
	
	0.021
	
	
	
	0.026 ***



	
	
	(0.011)
	
	
	
	(0.006)



	income
	0.074 ***
	0.061 ***
	0.020 **
	0.083 ***
	0.123 ***
	0.123 ***



	
	(0.012)
	(0.011)
	(0.008)
	(0.014)
	(0.026)
	(0.026)



	age
	−0.013 ***
	−0.011 ***
	−0.003
	−0.010
	−0.008
	−0.008



	
	(0.003)
	(0.003)
	(0.014)
	(0.015)
	(0.013)
	(0.013)



	gender
	0.335 ***
	0.315 ***
	0.086
	0.139
	0.248
	0.260



	
	(0.068)
	(0.065)
	(0.573)
	(0.627)
	(0.544)
	(0.541)



	educational year
	0.150 ***
	0.112 ***
	0.155
	0.133
	0.124
	0.126



	
	(0.011)
	(0.010)
	(0.098)
	(0.100)
	(0.091)
	(0.090)



	_Imarriage_2
	0.429 *
	0.317
	0.358
	0.190
	0.021
	0.017



	
	(0.174)
	(0.172)
	(0.280)
	(0.253)
	(0.223)
	(0.222)



	_Imarriage_3
	0.179
	0.170
	0.995
	0.863
	1.137
	1.083



	
	(0.370)
	(0.361)
	(0.679)
	(0.651)
	(0.807)
	(0.784)



	_Imarriage_4
	−0.442
	−0.737 *
	−0.030
	−0.067
	−0.247
	−0.267



	
	(0.320)
	(0.346)
	(0.621)
	(0.576)
	(0.517)
	(0.518)



	_Imarriage_5
	−0.653 ***
	−0.662 ***
	−0.495
	−0.460
	−0.463
	−0.487



	
	(0.197)
	(0.196)
	(0.720)
	(0.617)
	(0.545)
	(0.544)



	_Imarriage_6
	0.184
	0.123
	0.074
	−0.012
	−0.218
	−0.215



	
	(0.192)
	(0.190)
	(0.338)
	(0.313)
	(0.289)
	(0.289)



	_Iparty_2
	−0.267 ***
	−0.198 **
	0.160
	0.174
	0.180
	0.178



	
	(0.075)
	(0.072)
	(0.188)
	(0.172)
	(0.159)
	(0.159)



	_Iparty_3
	0.265
	0.436
	0.635
	1.027 *
	0.701
	0.725



	
	(0.677)
	(0.631)
	(0.493)
	(0.446)
	(0.370)
	(0.371)



	_Iparty_4
	−0.446 ***
	−0.324 ***
	0.199
	0.285
	0.119
	0.129



	
	(0.085)
	(0.082)
	(0.346)
	(0.316)
	(0.287)
	(0.286)



	ratio of people aged under 23
	1.046 ***
	0.964 ***
	0.675
	0.579
	0.354
	0.361



	
	(0.176)
	(0.168)
	(0.681)
	(0.637)
	(0.665)
	(0.658)



	ratio of people aged over 55
	−0.643 ***
	−0.600 ***
	−2.169 ***
	−1.614 **
	−1.295 *
	−1.277 *



	
	(0.155)
	(0.151)
	(0.595)
	(0.546)
	(0.562)
	(0.558)



	family size
	0.182 ***
	0.176 ***
	0.124
	0.086
	0.070
	0.070



	
	(0.021)
	(0.021)
	(0.088)
	(0.082)
	(0.080)
	(0.080)



	rural
	−1.174 ***
	−1.054 ***
	−0.271
	−0.170
	−0.048
	−0.043



	
	(0.062)
	(0.052)
	(0.199)
	(0.198)
	(0.209)
	(0.212)



	_cons
	1.856 ***
	1.822 ***
	1.996
	2.228
	1.258
	1.233



	
	(0.269)
	(0.260)
	(1.650)
	(1.915)
	(1.569)
	(1.557)



	year fixed effect
	No
	No
	Yes
	Yes
	Yes
	Yes



	observations
	27,435
	27,435
	27,435
	27,435
	27,435
	27,435



	R2
	0.183
	0.241
	0.018
	0.108
	0.157
	0.159







Note: *, **, and *** indicate significant at the 5%, 1%, and 0.1% level, respectively. The standard errors shown in parentheses are corrected for heteroscedasticity and first order serial correlation. Dependent variables are non-durable consumption in Table 1. Income, consumption, and asset variables are adjusted by regional consumer price index (CPI) released by National Bureau of Statistics of China. Control variables include personal characteristics of household head (i.e., gender, age, educational year, marriage status, and political affiliation) and family characteristics (i.e., household size, ratio of people aged under 23, and ratio of people aged over 55).
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Table 3. Estimation results between rural households and urban households.






Table 3. Estimation results between rural households and urban households.





	

	
(1)

	
(2)

	
(3)

	
(4)

	
(5)

	
(6)






	
Panel A: Rural Households




	
asset (t − 1)

	
0.009 **

	
0.016 **

	
0.001 **

	

	

	




	

	
(0.003)

	
(0.005)

	
(0.000)

	

	

	




	
Δp

	
0.008 ***

	
0.012 **

	
0.000 ***

	
0.008 ***

	
0.012 ***

	
0.000 ***




	

	
(0.002)

	
(0.004)

	
(0.000)

	
(0.002)

	
(0.004)

	
(0.000)




	
housing asset (t − 1)

	

	

	

	
0.009 ***

	
0.015 **

	
0.001 ***




	

	

	

	

	
(0.002)

	
(0.005)

	
(0.000)




	
financial asset (t − 1)

	

	

	

	
−0.036

	
0.015

	
0.006




	

	

	

	

	
(0.020)

	
(0.008)

	
(0.003)




	
production asset (t − 1)

	

	

	

	
0.011 ***

	
0.016 **

	
0.000




	

	

	

	

	
(0.003)

	
(0.006)

	
(0.000)




	
vehicle asset (t − 1)

	

	

	

	
0.011

	
0.026 **

	
0.001




	

	

	

	

	
(0.008)

	
(0.008)

	
(0.000)




	
durable asset (t − 1)

	

	

	

	
−0.042

	
−0.046

	
−0.008




	

	

	

	

	
(0.048)

	
(0.056)

	
(0.007)




	
income

	
0.084 ***

	
0.116 ***

	
0.006 ***

	
0.084 ***

	
0.116 ***

	
0.006 ***




	

	
(0.017)

	
(0.030)

	
(0.001)

	
(0.018)

	
(0.031)

	
(0.001)




	
observations

	
9966

	
9966

	
9966

	
9966

	
9966

	
9966




	
Panel B: Urban Households




	
asset (t − 1)

	
0.003 *

	
0.007 *

	
0.002 ***

	

	

	




	

	
(0.002)

	
(0.003)

	
(0.001)

	

	

	




	
Δp

	
0.003 ***

	
0.005 **

	
0.002 ***

	
0.003 ***

	
0.006 **

	
0.002 ***




	

	
(0.001)

	
(0.002)

	
(0.000)

	
(0.001)

	
(0.002)

	
(0.000)




	
housing asset (t − 1)

	

	

	

	
0.002

	
0.006

	
0.002 **




	

	

	

	

	
(0.002)

	
(0.004)

	
(0.001)




	
financial asset (t − 1)

	

	

	

	
0.008 *

	
0.005

	
0.002 *




	

	

	

	

	
(0.004)

	
(0.004)

	
(0.001)




	
production asset (t − 1)

	

	

	

	
0.001

	
0.010 **

	
0.002 **




	

	

	

	

	
(0.002)

	
(0.003)

	
(0.001)




	
vehicle asset (t − 1))

	

	

	

	
0.007

	
0.017

	
−0.002




	

	

	

	

	
(0.007)

	
(0.009)

	
(0.003)




	
durable asset (t − 1)

	

	

	

	
0.008 **

	
0.009 *

	
0.009 **




	

	

	

	

	
(0.003)

	
(0.004)

	
(0.003)




	
income

	
0.035 ***

	
0.054 **

	
0.018 ***

	
0.035 ***

	
0.055 **

	
0.018 ***




	

	
(0.010)

	
(0.021)

	
(0.004)

	
(0.010)

	
(0.021)

	
(0.003)




	
observations

	
17,469

	
17,469

	
17,469

	
17,469

	
17,469

	
17,469




	
control variables

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes




	
year fixed effect

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes

	
Yes








Note: *, **, and *** indicate significant at the 5%, 1%, and 0.1% level, respectively. The standard errors shown in parentheses are corrected for heteroscedasticity and first order serial correlation. Dependent variables are non-durable consumption in Table 1. Income, consumption, and asset variables are adjusted by regional consumer price index (CPI) released by National Bureau of Statistics of China. Control variables are same with Table 2 and not reported here, which include personal characteristics of household head (i.e., gender, age, educational year, marriage status, and political affiliation) and family characteristics (i.e., household size, ratio of people aged under 23, and ratio of people aged over 55). More specific information is shown in Appendix A.
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