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Abstract 
Since the beginning of the 21st century, China has maintained a state of rapid economic 
development and its GDP has been continuously increased. With the development of the 
country's economy, the living standards of our residents have been continuously 
improved. Based on the statistical data from 2003 to 2018, this paper selects four 
influencing factors of GDP, disposable income, taxation, and general budget expenditure, 
and applies Eviews software to establish a multiple linear regression model, through a 
series of related test methods, studies the degree of influence of the main variables in 
the model on the model, puts forward relevant suggestions, formulates relevant policies, 
and actively promotes the growth of residents' consumption level. 
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1. Formulation of Questions 

The consumption level of residents mainly refers to the formation of urban residents through 
various social conditions, which can meet their various needs such as survival, development 
and enjoyment in all aspects of life, study, and work. It is reflected in the quantity, quantity and 
quality of the various material products or services it consumes. It is of great significance to 
promote the improvement of the income and consumption level of Chinese residents. The direct 
pulling effect of consumption on China's economic growth is gradually increasing, so analyzing 
the impact of current household consumption on economic growth has a very important 
historical reality and its guiding significance. With the continuous and rapid growth of China's 
GDP, the consumption level of residents is also constantly improving. This means that the 
increase in residents' income can fully explain the reasons for the country's economic 
development. Through the in-depth study of the basic living and commodity consumption level 
of poor residents in some rural poor areas of China, we can fully reflect and point out the basic 
situation of economic and social development of residents in some rural poor areas in China in 
the current period, and provide a reliable basis for national economic decision-making. For 
example, a high economic level and a high level of consumption mean rapid economic 
development and increasing residents' income. This also fully reflects the correctness of policy 
formulation, which is convenient for countries to formulate more reasonable arrangements. 
The consumption level of urban residents has become the country's decision-making indicator 
for the economy. To a large extent, the direction, field and main content of the government's 
behavior in various social services need to take into account the living consumption level of 
residents. Studying the consumption level of residents is of great significance to China's 
economic growth. In China's economic growth, the proportion of household income and total 
commodity consumption is relatively small, and the reduction of consumption supply has 
seriously limited the healthy and stable development of our national economy. Today, China's 
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residents' living consumption demand is mainly manifested in the following three aspects: First, 
in terms of the total living consumption of residents, the total living consumption of China's 
residents only reaches 58% of GDP, which is 21.6 percentage points lower than the current total 
living consumption of residents in the world, and the proportion of total living consumption in 
GDP is relatively low. Second, from the perspective of different regions, the consumption rate 
of different regions is also different, showing an abnormal momentum, that is, the more 
developed the region, the lower the consumption rate. Over the past 30 years, from the 
perspective of the consumption structure of urban and rural residents in China, the 
consumption demand of urban residents has grown slowly year-on-year, and the proportion of 
consumption demand of rural residents in total income has declined rapidly, making the 
proportion of consumption demand of urban and rural residents severe. A striking feature of 
China's economic growth is low consumption, which is nearly 30 percentage points less than 
the international per capita consumption level of 70%. Raising the level of consumption is 
gradually becoming a key factor in promoting the sustained, stable, rapid and healthy growth 
of China's economy. 

2. Establishment and Estimation Methods of Econometric Models 

2.1. Selection of Variables 
In this paper, multiple linear regression models are used to empirically analyze and evaluate 
the factors affecting the living and consumption standards of urban residents in China. There 
are many factors that affect the living consumption level of urban residents, including macro 
and micro aspects. After comprehensively examining the actual situation of China's social and 
economic development and various alternative sample data, it was decided to explore the direct 
impact of several important influencing factors on the living and consumption level of urban 
residents in China. 
2.1.1. Gross Domestic Product 
Gross domestic product (GDP) mainly refers to the actual value of all other final products and 
services produced by a country or region in a certain stage (a season or year) of the economy. 
It is often regarded as the best indicator of a country's overall economic development. It can 
not only objectively and directly reflect the social and economic operation of a nation and a 
country, but also directly reflect the national strength and wealth of a nation in fact. When the 
country's overall economy is running well and production capacity is improved, household 
consumption will also increase. 
2.1.2. Disposable Income of Residents 
Disposable economic income is generally considered to be an important measurable economic 
indicator used to measure the level of material basic living security for people in China's 
modern economic society, which is usually broadly defined as the sum of all the final direct 
consumption income expenditures belonging to urban and rural collective families and other 
different non-economic forced consumption expenditures, savings, etc., that is, urban and rural 
households can eventually directly dispose of free economic income, which is the embodiment 
of a family's consumption power. It also signals the ability of city dwellers to consume it directly. 
The faster the index rises, the faster the people's material living standards rise, and the stronger 
their ability to realize consumption. This is both a very important indicator and an important 
basis for the country's strategic decision-making programme. Income level is the premise of 
consumer demand, income level directly determines the degree and level of its consumption 
power, and is also directly related to consumers' confidence in their own consumption. Income 
is the main source and basic basis of social consumption, and it is also the most important factor 
affecting social and economic development. As the economy grows, so does consumption. 
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2.1.3. Taxation 
Taxation refers to a normative form in which the state compulsorily obtains free or does not 
pay other fiscal income in accordance with relevant legal provisions in order to provide public 
goods to society, meet the common needs of the whole society, and participate in the 
distribution of public economic products. It is the main source and form of financial income for 
the whole people (government). The higher the tax level, the less disposable income and the 
lower the level of consumption. 
2.1.4. General Budget Expenditures 
General budget expenditure is expenditure arranged by the State for the planned distribution 
and use of central budget revenues. A plan that reflects the government's revenue and 
expenditure for the fiscal year. 

2.2. Collection of Data 
Table 1. Factors influencing GDP 1986-2020 

Year 
 

Household 
consumption level 

(yuan) 

GDP (billion 
yuan) 

Per capita disposable income 
(yuan) 

Tax (100 million 
yuan) 

General budget expenditure (100 
million yuan) 

1986 496.21 10376.2 662.35 2090.73 2204.91 

1987 557.88 12174.6 732.35 2140.36 2262.18 

1988 683.73 15180.4 862.55 2390.47 2491.21 

1989 784.69 17179.7 987.715 2727.40 2823.78 

1990 831.15 18872.9 1098.235 2821.86 3083.59 

1991 916.29 22005.6 1204.6 2990.17 3386.62 

1992 1056.87 27194.5 1405.3 3296.91 3742.20 

1993 1331.83 35673.2 1749.5 4255.30 4642.30 

1994 1799.17 48637.5 2358.6 5126.88 5792.62 

1995 2329.37 61339.9 2930.345 6038.04 6823.72 

1996 2763.27 71813.6 3382.5 6909.82 7937.55 

1997 2974.28 79715.0 3625.21 8234.04 9233.56 

1998 3121.62 85195.5 3794.7 9262.80 10798.18 

1999 3340.36 90564.4 4041.56 10682.58 13187.67 

2000 3711.52 100280.1 4281.05 12581.51 15886.5 

2001 3967.82 110863.1 4633.25 15301.38 18902.58 

2002 4269.52 121717.4 5115.84 17636.45 22053.15 

2003 4555.26 137422 5581.27 20017.31 24649.95 

2004 5071.06 161840.2 6224.09 24165.68 28486.89 

2005 5687.86 187318.9 6931.62 28778.54 33930.28 

2006 6318.92 219438.5 7745.205 34804.35 40422.73 

2007 7453.71 270092.3 9056.395 45621.97 49781.35 

2008 8504.45 319244.6 10389.78 54223.79 62592.66 

2009 9248.52 348517.7 11304.89 59521.59 76299.93 

2010 10575.24 412119.3 12690.94 73210.79 89874.16 

2011 12668.1 487940.2 14601.85 89738.39 109247.79 

2012 14073.7 538580 16477 100614.28 125952.97 

2013 15586.2 592963.2 18192.33 110530.70 140212.1 

2014 17220.3 643563.1 19666.39 119175.31 151785.56 

2015 18857.2 688858.2 21308.27 124922.20 175877.77 

2016 20800.6 746395.1 22989.83 130360.73 187755.21 

2017 22968.5 832035.9 24914.31 144369.87 203085.49 

2018 25244.8 919281.1 26933.94 156402.86 220904.13 

2019 27504.1 986515.2 29189.74 158000.46 238858.37 

2020 27437.9 1015986.2 30482.62 154312.29 245679.03 

Source: China Statistical Yearbook (2021). 
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2.3. The Setting of the Model 
Choice of explanatory variables versus explanatory variables: 
Y Household consumption level (unit; RMB); 
X1 GDP (unit: 100 million yuan); 
X2 Residents' disposable income (unit: yuan); 
X3 Tax (unit: 100 million yuan); 
X4 General budget expenditure (unit: 100 million yuan); 
μis a random error, β1,β2,β3,β4,β5 are the regression parameters for each factor. 
Y=β0+β1x1+β2x2+β3x3+β4x4+β5x5+μ. 

2.4. Estimate the Parameters 
Eviews was used to estimate the model parameters and perform multiple regression analysis, 
and the results are as follows: 
 

 
Figure 1. model parameters result 

 
As can be seen from the figure above, the results of parameter estimation and statistics are: 
Y=124.0836+0.009921X1+0.539742X2-0.041953X3+0.033225X4; 
R-squared 0.998889; 
Adjusted R-squared 0.998740; 
F-statistic 6740.716; 
Prob(F-statistic) 0.000000; 
N=35, 

2.5. Model Testing and Tuning 
2.5.1. The Test of Economic Significance 
According to the obtained model, other things being equal, for every unit increase in GDP, the 
consumption level of residents increases by 0.009921 units, for every unit of disposable income, 
the consumption level of residents increases by 0.539742 units, for each additional unit of 
taxation, the consumption expenditure of residents decreases by 0.041953 units, and for each 
additional unit of general budget expenditure, the consumption expenditure of residents 
increases by 0.033225 units, which passes the test of economic significance. 
2.5.2. Goodness-of-fit Test 
From the results, it can be seen that the r-squared coefficient R2=0.998889, which is close to 1, 
which indicates that the model sample has a high goodness of fit to the data. 
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2.5.3. F-test 
F=6740.716 it is much greater than its critical value, and Prob(F-statistic) 0.000000<0.05, 
indicating that the regression equation is significant and the F test is passed. 
2.5.4. T-test 
It is known from the image that the P values of X2, X3, and X4 are all less than 0.05, indicating 
that there are variables that have a significant effect on Y, and the p value of X1 is greater than 
0.05, and the t test is not passed, and the model may have multicollinearity. 
2.5.5. Multicollinearity 
(1) Test for multicollinearity (simple correlation coefficient test) 
Since F=6740.716, it shows that on the whole, the linear relationship between household 
consumption level and variables is significant. However, according to the regression results, 
there are variables that fail the T test, so there may be a certain degree of multicollinearity. 
Use correlation coefficients to analyze the correlation between two explanatory variables. 
From the figure, there is a more serious multicollinearity between X1 and X2, X3 and X4, a more 
serious multicollinearity between X2 and X3 and X4, and a more serious multicollinearity 
between X3 and X4. 
 

 
Figure 2. data information 

 
(2) Correction of multicollinearity (stepwise regression) 
Let's use Eviews9.0 to solve multicollinearity: select QuickEstimate Euation in the main 
window, pop up the equation setting dialog, select stepwise least squares in the Estimation 
Method drop-down box, enter y and c in the first editing area, and enter X1 X2 X3 X4 in the 
second edit box. Then switch to Options, change the P value in the Stopping Criteria to 0.05, and 
click OK to get the following result: 
The corrected equation can be obtained: 
Y=17.40921+0.743869X2-0.037000X3+0.045933X4; 
Squared 0.998792; 
Adjusted R-squared 0.998675; 
F-statistic 8541.741; 
Prob(F-statistic) 0.000000; 
N=35. 
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Figure3. Correction of multicollinearity 

2.6. Heteroscedasticity 
2.6.1. Test for Heteroscedasticity 
To test the heteroscedasticity of the regression model using the white test, click ViewResidual 
DiagnosticsHeteroskedastcity Test/white on the equation window. 
The test results are as follows. 
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Figure 4. The heteroscedasticity of the regression model using the white test 

 
Conclusion: As can be seen from the table above,n 2R =29.15254>χ . (4)=9.488, Or the P value 
is equal to 0.0006<  =0.05, that is, the null hypothesis is rejected and the model has 
heteroscedasticity. 

2.7. Autocorrelation Testing 
2.7.1. DW Inspection 
After we eliminate multicollinearity to get DW=1.269140, according to the DW table, we can 
know that in the case of n=35, k=3, Ld =1.283, Ud =1.653, the comparison table can be obtained, 
DW< Ld , so it can be judged that there is a first-order autocorrelation through the DW test. 

(1)LM test 
Then the Lagrangian test is used, 
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Figure 5. LM test result 

 
As can be seen from the figure, Prob(chi-square)=0.0063<0.05, rejecting the null hypothesis 
Autocorrelation exists with this model. 

2.8. Heteroscedasticity and Autocorrelation Correction 
The equation modified by multiple collinearity has both heteroscedasticity and autocorrelation, 
and HAC is directly used to directly use HAC, EstimateOptionsCovariance methodHAC(Newey-
West), and the result is as follows: 
The corrected equation can be obtained: 
Y=17.40921+0.743869X2-0.037000X3+0.045933X4; 
Squared 0.998792; 
Adjusted R-squared 0.998675; 
F-statistic 8541.741; 
Prob(F-statistic) 0.000000; 
N=35. 
At the same time, after the T test, F test, multicollinearity test, heteroscedasticity test and 
autocorrelation test, it is known that the multivariate line model meets the test requirements 
and is confirmed as a reliable econometric model, and relevant analysis and discussion can be 
started from this model and suggestions can be made. 
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Figure 6. The equation modified by multiple collinearity 

3. Suggestions for Countermeasures to Improve Residents' Consumption 
Level 

According to the above analysis, we can clearly see that if we want to further improve the 
consumption level of our residents, we still need to continue to maintain stable and high-speed 
development and improve the disposable economic level in the lives of our residents. To that 
end, we make suggestions on these points. 

3.1. Increase GDP 
Economic growth in favor of consumption is a long-term promoter. The increase in GDP means 
the improvement and enhancement of China's national economic development level, and also 
means that the income of urban residents has increased, the consumption power of residents 
has been enhanced, and the consumption level has inevitably increased. China's economy has 
continued to maintain a relatively rapid growth rate at a relatively high speed and level, and 
has seen a relatively large increase in recent years. However, it is still necessary for us to 
continue to vigorously develop the rural and national economies and adopt more active market-
oriented economic policies to improve the living and consumption standards of rural residents. 
There is a very close relationship between the per capita consumption level of China's urban 
residents and the gross domestic product, and if we want to further raise the consumption level 
of our urban residents, we must strictly require that China's GDP can maintain reliable and 
stable development. 
As China's GDP drives the increase in urban residents' disposable economic income, the 
consumption level and consumption psychology of residents have also changed. In the case of 
relatively low consumption level of residents, residents because their disposable income is 
relatively small, in terms of material consumption demand, most low- and middle-income 
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people need to maintain basic living expenditure, but also need to face a series of emergencies, 
most of them are in a conservative consumer psychology. Because these residents do not have 
enough capacity to consume, they cannot form consumer demand and cannot drive economic 
growth. On the contrary, under the condition of an increase in GDP, residents' disposable 
economic income will also increase, residents' consumption needs will change, and 
consumption levels will also rise. 

3.2. Adopt Appropriate Tax Policies and Improve the Tax System 
Tax policies have a very important impact on both businesses and individuals. It is hoped that 
the state will adjust its policies and ensure the normal operation of the national finance, 
minimize unnecessary taxes to reduce tax pressure on individuals and enterprises, better 
stimulate domestic demand, and optimize and upgrade the consumption structure. For example, 
if the personal income tax increases, the disposable income of residents will decrease, and 
consumption will change with the change of income, so consumption will also decrease, and 
residents' consumption demand will be suppressed. Similarly, if the consumption tax increases, 
the manufacturing cost of goods will also increase, and the selling price of goods in the market 
will also increase. These are in different aspects, reducing the disposable income of residents, 
reducing the consumption power of residents, thereby reducing the demand for consumption 
of residents. Therefore, we need to adopt appropriate tax policies, improve the tax system, and 
increase the disposable income of residents as much as possible, so as to increase the 
consumption demand of residents. 

3.3. Improve the Social Security System 
In the case of an imperfect social security system, residents are expected to spend more on 
future consumption. Residents need to face sudden medical expenses at any time, and they also 
need to prepare for education and pension in advance. People have more uncertainties in the 
future, so they are inhibited by many factors when they consume now, and people tend to 
subconsciously inhibit their consumption when they need to consume, and instead increase 
savings to prepare for future uncertainties. This limits the consumption level of residents to a 
certain extent. A perfect social security system can effectively improve residents' ability to face 
various risks, reduce residents' "worries" to a certain extent, and play an important role in 
stimulating consumer demand for diseases. However, China's social security still has many 
imperfections, and it cannot fail to illuminate a large number of residents at the low- and 
middle-income levels. Therefore, it is necessary to improve China's social security system, not 
only to build basic old-age, medical and other insurance, but also to increase the protection of 
other aspects of residents' future life, reduce the impact of uncertainties on residents, make 
changes in residents' consumption psychology, stimulate residents' consumption, and improve 
the level of residents. 

3.4. Increase Residents' Income 
Residents' income refers to the sum of the value created by workers in a country's material 
production sector in a certain period of time. Residents' income is an important factor affecting 
residents' consumption level. As residents' income increases, their consumption power 
increases, and their consumption level will increase accordingly. Conversely, if it is reduced, the 
consumption power of residents will be weakened and the consumption level will be reduced. 
In traditional and labor-intensive industries, residents have more input, but relatively low 
incomes. In recent years, the labor remuneration level of emerging industries has continued to 
rise, and the tertiary industry has gradually risen. Therefore, it is necessary to further promote 
a series of reform measures, further improve relevant policies, provide unified training for 
residents, cultivate relevant technologies, promote the rapid development of all walks of life, 
and improve the income level of residents. At the same time, we can increase investment in 
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poverty-stricken areas, develop characteristic industries according to local conditions, promote 
the development of local industries, and increase residents' income. As residents' incomes 
increase, consumption levels will rise accordingly. 

4. Summary 

Consumption is an important link and the final link in the process of social reproduction, which 
is the process of using social products to meet people's various needs. Consumption is the 
driving force of production, and there are many factors affecting consumption in production 
and life. 
The consumption level of residents indirectly reflects the average living conditions of a 
country's residents and is of great significance to the growth of the country's economy. In the 
absence of an increase in consumption levels, it will be difficult to maintain the sustainable 
development of the national economy, even if the GDP increases rapidly. China's economic 
development has maintained a relatively high rate of increase in recent years, but the 
consumption level has achieved a significant increase in recent years due to factors such as 
defects in the consumption structure and imperfect social security system, but the growth rate 
is gradually declining. 
Therefore, we need to formulate corresponding policies, improve the consumption structure, 
enhance consumer confidence, and while the economic level continues to develop, the 
consumption level will also increase steadily and rapidly, fundamentally solve the problem, and 
achieve sustained high-speed economic growth. 
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