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Abstract 
This paper uses the Chinese household financial survey data to construct a 
comprehensive index of financial literacy through the maximum likelihood method, and 
uses a two-way fixed effect model to study the impact of residents' financial literacy on 
household consumption upgrading. The empirical results show that residents' financial 
literacy has both horizontal and structural effects on promoting household consumption 
upgrading, that is, residents' financial literacy can help improve household consumption 
levels and optimize household consumption structure; This paper further adds digital 
finance and its interaction with financial literacy to the basic regression to explore the 
moderating effect of digital finance on the relationship between residents’ financial 
literacy and consumption upgrades,research shows that digital finance weakens the role 
of financial literacy in promoting household consumption upgrades by narrowing the 
knowledge gap and reducing residents' own endowment advantages. 
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1. Introduction 

Consumption upgrade is the essential requirement and source of power for economic growth. 
The 19th National Congress of the Communist Party of China pointed out that my country's 
economy is currently in a period of "transforming the development mode, optimizing the 
economic structure, and transforming the driving force of growth". In this context, the 
government proposed to build a new dual-cycle development pattern to provide new 
momentum for economic growth. The Fifth Plenary Session of the 19th Central Committee 
further emphasized that "adhering to the strategic basis of expanding domestic demand and 
accelerating the cultivation of a complete domestic demand system" is an important way to 
build a new development pattern, which means that consumption will play a key role in 
smoothing the domestic circulation. In recent years, consumption has become the main driving 
force for my country's economic growth. Since 2010, the contribution rate of consumption to 
economic growth has been rising steadily and has remained above 50%. In 2020, the total retail 
sales of consumer goods in my country will be nearly 40 trillion yuan, and the contribution rate 
of consumption to economic growth will be as high as 57.3%. However, since 2015, the role of 
consumption in driving economic growth has been declining, from 4.9 percentage points in 
driving economic growth at the beginning to 3.5 percentage points in 2019, and the overall 
consumption rate of Chinese residents is only about 38%, far lower than the United States. 
60%-70% of developed countries such as the United Kingdom and the United Kingdom, the 
consumption potential of residents has yet to be further released; at the same time, the year-
on-year growth rate of total retail sales of social consumer goods continues to decline, the 
consumption of automobiles and other bulk durable goods has dropped significantly, and the 
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slowdown in consumption growth has become China's economy. One of the important 
characteristics of entering the new normal (Chen Chong, Wu Weicong 2019); in addition, 
superimposed on the impact of the new crown pneumonia epidemic, consumer demand has 
been suppressed in the short term. According to data released by the National Bureau of 
Statistics, in 2020, the per capita consumption expenditure of national residents was 21,210 
Yuan, a nominal decrease of 1.6% over 2019, a real decrease of 4.0% after deducting price 
factors. In the post-epidemic era, "retaliatory consumption" did not arrive as scheduled, but the 
topic of consumption downgrades aroused heated discussions. Therefore, how to further 
expand consumer demand, optimize consumption structure, and promote consumption 
upgrading has become a major topic of concern in the academic and industry circles. 

2. Literature Review and Theoretical Analysis 

Numerous studies have shown that consumer financial literacy can have a significant impact on 
their financial behavior. Investors with high financial literacy can increase the market 
participation rate (van Rooij et al. 2011; Yin Zhichao et al., 2014), and increase the rate of return 
through effective asset allocation to achieve wealth accumulation (Wu Yu et al., 2016); or Know 
more about various credit tools, and be able to choose low-cost credit methods to achieve 
intertemporal allocation of resources and avoid excessive debt (Lusardi and Tufano, 2015; Wu 
Weixing et al., 2018); or save in advance to plan for life after retirement , promoting their 
lifelong well-being (Lusardi and Mitchell, 2011). Therefore, it can be expected that the impact 
of financial literacy on financial behavior decisions will eventually be transmitted to the 
consumer side along certain paths. Jappelli and Padula (2013) analyzed the theoretical 
mechanism by which financial literacy affects consumption by establishing an endogenous 
intertemporal consumption model of financial literacy, and empirically tested the effect of 
financial literacy on investment portfolio returns using Italian Household Income and Wealth 
Survey (SHIW) data. way to promote consumption growth. Milena et al. (2021) established a 
consumption life cycle model by taking financial literacy as an exogenous variable affecting the 
return on assets on the basis of their predecessors, and put forward a theoretical hypothesis 
that financial literacy is positively correlated with consumption level and consumption growth. 
The empirical results Shows that financial literacy can boost non-durable consumption 
(especially food consumption) spending. Domestic scholars have also conducted research on 
the relationship between financial literacy and consumption and consumption upgrading. Luo 
Juan and Wang Lulu (2017) found that the increase in short-term consumer credit financial 
knowledge significantly increased the amount of residents' short-term consumer credit. (2019) 
took credit cards as an example to further study the impact of financial literacy on credit 
consumption behavior. The empirical results show that consumers' financial literacy has a 
positive effect on their credit consumption demand and can significantly reduce their high-cost 
credit consumption behavior. Song Quanyun et al. (2019) used an empirical study of panel data 
from two phases of the China Household Finance Survey and found that improving household 
financial knowledge can effectively reduce the level of household savings in my country, 
thereby promoting consumption. Meng Hongwei and Lean Xinhua (2019) used a seemingly 
uncorrelated regression model to find that improving financial literacy can reduce the 
household pole rate, thereby increasing the total household consumption level and optimizing 
the household consumption structure. Yao Lingzhen and Zhang Yalin (2020) believe that 
financial literacy plays a moderating role in the relationship between household debt and 
consumption upgrade, and improving financial literacy can effectively alleviate the impact of 
household debt on consumption. Zhang Menglin and Li Guoping (2021) also found that 
residents’ financial literacy can moderate the promotion of inclusive finance on household 
consumption upgrades. Luo Juan (2020) used the intermediary effect model to explore the 
impact of financial knowledge on consumption structure, and the results showed that 
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improving the level of residents' financial knowledge can promote the upgrading of 
consumption structure. Meng Hongwei and Li Xinhua (2020) further use the multiple mediation 
effect model to test the transmission mechanism of financial literacy on urban household 
consumption expenditure and consumption structure,the empirical results show that financial 
literacy can promote the growth of total urban household consumption expenditure and 
household service consumption expenditure through financial availability and household 
commercial insurance participation. 
At the same time, the path of digital finance’s impact on consumption upgrade is mainly by 
improving consumers’ external financial environment, providing tools for consumers to realize 
intertemporal allocation of resources or reducing costs, so as to more effectively smooth their 
lifetime consumption and release the current period. Consumption demand, promote 
consumption upgrade. And many scholars have verified the impact of digital finance on 
consumption upgrades from different channels. Yi Xingjian and Zhou Li (2018) found that 
digital financial inclusion mainly promotes residents' consumption through two mechanisms: 
easing liquidity constraints and facilitating residents' payment. The research of Wang Ping and 
Wang Qinmei (2018) shows that consumer finance optimizes consumption structure and 
consumption quality through four ways: allocation effect, financing effect, wealth effect and 
flow effect. Jiang Hongli and Jiang Pengcheng (2020) found that digital inclusive finance mainly 
promotes consumption upgrading by narrowing the urban-rural income gap and optimizing 
the industrial structure. Zou Xinyue and Wang Wang (2020) used a spatial econometric model 
to analyze the impact of digital financial inclusion on Chinese residents' consumption. The 
results show that digital financial inclusion can promote consumption through income, mobile 
payment, consumer credit and insurance. Yan Jianjun and Feng Junyi (2021) found that digital 
inclusive finance can improve the survival and developmental consumption levels of rural 
residents by promoting the development of the tertiary industry, thereby realizing the 
upgrading of rural residents' consumption. Huang Kainan and Hao Xiang (2021) believe that 
the impact mechanism of digital financial development on urban and rural household 
consumption is different. Among them, digital financial development promotes the 
consumption level of rural households by facilitating payment and alleviating liquidity 
constraints, increasing residents’ income and reducing uncertainty. The way of sexual risk has 
improved the consumption level of urban households. Yang Weiming et al. (2021) pointed out 
that the impact of digital finance on the consumption upgrading of urban and rural households 
is heterogeneous, in which digital finance can promote the consumption upgrading of urban 
households but has no significant impact on rural households. 
This paper argues that residents' financial literacy can be regarded as a resource endowment 
belonging to individuals, and digital inclusive finance can provide external support for 
individual endowments to play a role. Digital financial inclusion provides financial accessibility 
for the majority of households, lowers the threshold for residents to use financial tools, and 
facilitates residents to receive financial services. Therefore, the promotion of residents' 
financial literacy on household consumption upgrading is inseparable from the support of 
digital inclusive finance, and changes in the external environment will also adjust the impact of 
residents' financial literacy on financial behavior and thus affect consumption. In theory, digital 
The moderating effect of inclusive finance on the relationship between residents' financial 
literacy and household consumption upgrading has two directions. On the one hand, digital 
inclusive finance can provide tool support for residents' financial literacy, and it has the effect 
of improving residents' financial literacy to promote household consumption upgrading, digital 
inclusive finance also reduces residents' own endowment requirements for receiving financial 
services, narrowing the "knowledge gap", so that residents with different financial literacy 
levels have little difference in the impact of household consumption upgrades, that is, the 
existence of digital inclusive finance weakens residents. The effect of financial literacy on 
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upgrading household consumption. Therefore, it is necessary to verify from an empirical 
perspective how digital financial inclusion regulates the impact of residents' financial literacy 
on household consumption upgrades. 

3. Empirical Model Setting  

This paper comprehensively studies the impact of financial literacy on household consumption 
upgrading by constructing three econometric models. First, it is a regression model of the total 
household consumption level to study the level effect of financial literacy in promoting 
household consumption upgrading. The second is the regression model of changes in household 
consumption structure. The third model is to study the structural effect of financial literacy in 
promoting household consumption upgrading. The third is a regression model that adds the 
interactive term of digital finance and financial literacy to study the moderating effect of digital 
finance on the relationship between residents’ financial literacy and household consumption 
upgrading.  
Research on the horizontal effect of financial literacy in promoting household consumption 
upgrading: 
 

ittiitit XFL   21itConsump                                          (1) 

 
Research on the structural effect of financial literacy in promoting household consumption 
upgrading: 
 

ittiitit XFL   21itCS                                                 (2) 

 
Research on the moderating effect of digital finance on financial literacy and household 
consumption upgrading: 
 

ittiititititit FLDFDFXFL   21itConsump                        (3) 

 

ittiititititit FLDFDFXFL   21itCS                            (4) 

4. Variable Description and Measurement 

4.1. Explained Variables 
The explained variable of this paper is the upgrade of household consumption, which is mainly 
examined from two levels. using the total household consumption and consumption 
expenditure at various levels to measure, and studies the level effect of consumption upgrading. 
The second is whether the consumption structure has been optimized. The measurement index 
is the proportion of consumption at different levels in the total consumption, and the research 
is on the structural effect of consumption upgrading. Finally, weights are assigned to the 
proportion of consumption at different levels to construct a comprehensive index of 
consumption upgrade rate, and to study the overall impact of financial literacy on consumption 
upgrade.  
(1) Household consumption level 
Household total consumption (totalconsump) is one of the explained variables to study the 
level of household consumption. This paper sums up various types of household consumption 
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expenditures in the questionnaire to calculate the total household consumption. At the same 
time, the 8 major categories of household consumption expenditure are divided into three 
categories: survival type (live), development type (develop) and enjoyment type (enjoy) 
according to the consumption upgrade logic. Changes in the level of consumption levels. Among 
them, survival consumption represents food, clothing, housing and heating, development 
consumption includes education, health care, transportation and communication, etc., and 
enjoyment consumption covers domestic services, entertainment and culture, luxury goods, 
durable consumer goods and tourism. 
(2) Household consumption structure 
This paper believes that the upgrading of household consumption structure refers to the change 
in the proportion of residents' consumption expenditure at different levels, that is, the 
transition of residents' consumption from survival to development and enjoyment, and from 
material to service. Therefore, according to the common classification method, this paper 
expresses the proportion of survival consumption in total consumption as the proportion of 
survival consumption (perlive), the proportion of developmental consumption in total 
consumption as the proportion of development consumption (perdevelop), and the enjoyment 
consumption in total consumption. The proportion of consumption is taken as the proportion 
of enjoyment consumption (perenjoy). According to the connotation of consumption structure 
upgrading, this paper reflects the optimization of household consumption structure by 
reflecting the decline in the proportion of family survival consumption and the increase in the 
proportion of development and enjoyment consumption. Many scholars do not distinguish 
between development-oriented and enjoyment-oriented consumption in detail, but collectively 
refer to the sum of the proportion of development-oriented and enjoyment-oriented 
consumption as the high-level consumption ratio (hight-rate), and use the increase in the 
proportion of high-level consumption to reflect The upgrading of consumption structure, this 
article will use it as an alternative indicator. 
(3) Consumption upgrade rate (Upgrade) 
Li Ping and Wang Qin (2018) believe that consumption upgrade is the result of the 
improvement of consumption quantity and quality, and it is a reflection of the comprehensive 
change of consumption structure at different levels. Using the proportion of low-end or high-
end consumption cannot fully reflect the result of this comprehensive change. This paper refers 
to the construction idea of its consumption structure upgrading rate, and assigns different 
weights to the proportion of consumption at different levels, and obtains the consumption 
structure upgrading rate of each family after weighting. The coefficient representing the 
proportion of subsistence consumption is 1, the coefficient representing the proportion of 
developmental consumption is 2, and the coefficient representing the proportion of enjoyment 
consumption is 3. Obviously, the larger the Upgrade value, the higher the proportion of 
development and enjoyment consumption in household consumption expenditure, the smaller 
the proportion of survival consumption, and the more obvious the upgrade of household 
consumption structure. 
 

 perenjoy*3+perdevelop*2+perlive*1adeU pgr                                   (5) 

4.2. Core Explanatory Variable: Financial Literacy 
There are many definitions of financial literacy in the literature. After reviewing the 
connotation of financial literacy, this paper believes that financial literacy should at least 
include three dimensions: knowledge, skills, and attitude. This is also the consensus reached by 
many scholars, in which knowledge is regarded as an individual Mastery of finance-related 
concepts, skills are the ability to apply financial knowledge in financial practice, and attitudes 
are the confidence and motivation to make sound financial decisions. There are generally two 
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ways to measure financial literacy: one is to construct indicators of financial literacy based on 
respondents’ answers to questions such as compound interest, inflation, and risk identification. 
Rooij et al. (2011), Lusardi & Mitchell ( 2011), Yin Zhichao et al. (2014) respectively used factor 
analysis to construct financial literacy indicators; the second is to construct financial literacy 
indicators based on the subjective evaluation of respondents’ understanding of financial 
literacy (Wu Kun and Wu et al. Satellite, 2017), but this subjective evaluation method has the 
situation that respondents' evaluation of their own financial literacy is polarized (Xia et al., 
2014), and there may be a large measurement error. Therefore, this paper adopts the first idea 
to construct the financial literacy index. Considering that it is difficult to comprehensively 
measure the three dimensions of financial literacy if the index is constructed only through three 
questions, this paper uses eight financial-related questions in the CHFS questionnaire. 
Incorporated into the financial literacy index measurement system, using the maximum 
likelihood method in factor analysis to extract knowledge factor, attitude factor and skill factor 
to represent the three dimensions of financial literacy, knowledge, attitude and skill 
respectively, and take the load in the three-factor rotation matrix as Weights to calculate a 
composite indicator of financial literacy. Table 2 details the specific process for extracting the 
three factors of financial literacy. Among them, "whether interest rate is calculated correctly, 
inflation is calculated correctly, investment risk is calculated correctly" can describe the degree 
of residents' understanding of financial knowledge, reflecting the "knowledge factor" in 
financial literacy; "whether you pay attention to economic and financial information, whether 
you have attended professional "Course" can describe the financial attitude of household heads. 
People who have taken related courses often show more financial confidence, and those who 
pay attention to financial information also reflect their positive financial awareness. Therefore, 
these two questions can be used to measure financial literacy. "Attitude factor"; "whether you 
hold deposits, whether you own stocks, whether you own other financial assets" describe 
residents' investment and financing skills. Because the breadth and depth of participation in 
financial practice can cultivate consumers' financial skills, these three questions can be A “skill 
factor” that reflects financial literacy. 
 

Table 1. Financial literacy measurement index system 
Variable name

 
Variable extraction related issues

 
Variable assignment

 

Do you pay attention 
to financial information?  

How often do you pay attention to economic and financial 
information? 

"Very concerned" or "Very 
concerned" or "Normal" is 
assigned a value of 1, otherwise 
0    

Have you taken a 
professional course?  

Have you taken an economics or finance course (including ad hoc 
training)? 

Select "Yes" and assign it to 
1, otherwise it is 0 

Are the risk 
differences correctly 
identified?  

Which do you think is generally more risky, stocks or funds? Select "Stock" as 1, 
otherwise 0 

Is the interest rate 
calculated correctly? 

Suppose you have 100 yuan now, and the bank's annual interest rate 
is 4%. If you save the 100 yuan for 1 year, what will the principal and 
interest you get after 1 year?  

Select "equal to 104 yuan" 
and assign it to 1, otherwise it is 
0 

Are inflation 
expectations calculated 
correctly?  

Suppose your bank's annual interest rate is 5% and the inflation rate 
is 3% per year. What can you buy after depositing 100 yuan in the bank for 
a year? 

Select "more than a year 
ago" as 1, otherwise 0 

Whether to hold 
deposits Currently 

does your family have any outstanding RMB time deposits? Select "Yes" and assign it to 
1, otherwise it is 0 

Do you own stocks 
Currently 

does your family have a stock account? Select "Yes" and assign it to 
1, otherwise it is 0 

Do you own other 
financial assets? 

Do you own other financial assets, including financial derivatives, 
bank wealth management products, Internet baby wealth management 
products, P2P online lending and other financial wealth management 
products, bonds, funds, non-RMB assets, and precious metals? 

 If at least one of the listed 
types is present, the value is 1, 
otherwise 0 
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Table 2. Factor dimensionality reduction process of financial literacy extraction and KMO test 

results 
Variable Knowledge 

factor 
Skill 
factor 

Attitude 
factor 

KMO 

Whether to pay attention to professional 
information 

0.1208 0.1764 0.5188 0.7503 

Whether you have taken professional courses 0.0899 0.1984 0.3921 0.7574 
Is the interest rate calculated correctly 0.9112 0.0317 0.0464 0.6936 
Is inflation expectation calculated correctly 0.2005 0.0419 0.1529 0.6777 
Is risk variance correctly identified 0.1597 0.2884 0.3262 0.7628 
Whether to hold deposits 0.0571 0.2653 0.0822 0.7751 
 Owning stock 0.0712 0.4734 0.2296 0.7242 
Have other financial assets 0.0439 0.5976 0.1149 0.7130 

Overall    0.7349  

 
Table 3. Results of factor analysis before and after factor rotation 

 
 
variable 

Before factor rotation After the factor is rotated 

Differen
tial 
value 

eigenvalu
e 

Explain 
the ratio 

Cumulativ
e ratio 

Differenti
al value 

eigenvalu
e 

Explai
n the 
ratio 

Cumulati
ve ratio 

Knowledg
e factor 

1.04940 -0.03035 0.4438 0.4438 0.92886 0.12071 0.3928 0.3928 

Skill 
factor 

1.07975 0.84435 0.4566 0.9004 0.80815 0.18062 0.3418 0.7346 

Attitude 
factor 

0.23540  0.0996 1.0000 0.62753  0.2654 1.0000 

 
Only the process of constructing financial literacy indicators with 2013 data is shown here. 
Table 3 shows that the cumulative variance contribution rate before factor rotation is greater 
than 90%, with the knowledge and skill factors are 1.04940 and 1.07975, both greater than 1 
(Kaiser, 1974), and the KMO value in Table 2 exceeds 0.7, both indicating suitability for factor 
analysis. Then, the financial literacy level of the family is calculated according to the weight of 
the load in the three-factor rotation matrix, that is, financial literacy =0.3928 * knowledge factor 
+ 0.3418 * skill factor + 0.2654 * attitude factor. The resident financial literacy measured by this 
method is a comprehensive index. 

4.3. Regulatory Variables: Digital Inclusive Finance Index 
The digital inclusive finance index adopts the annual data of the provinces and cities published 
by the Digital Finance Research Center of Peking University, and matches the corresponding 
provinces and cities with the families in the CHFS database. 

4.4. Control Variable 
Related studies show that family demographic characteristics can affect consumption behavior, 
and some personal statistical characteristics and family characteristics variables were selected 
as control variables. Individual demographic characteristics include the householder with sex, 
age, square of age, education attainment, marital status, work status, and risk attitude. Among 
them, the degree of education (edu) is the actual number of years of education of the head, the 
marital status of the head (marriage) is married as 1, and the other is 0. Family characteristic 
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variables include family size, old age support ratio and child support ratio, poor health 
proportion of family members, whether the family has a house, and total family income, and 
logarithmically treat the total family income in the regression process. 
 

Table 4. Definitions and specific description of the main variables 
Type of variable Variable name Variable description 

Dependent 
variable 

Total Household Consumption 
(totalconsump) 

Household spending (natural logarithm) 

Survival consumption (live) Household survival consumption (take natural log )  
Development Consumption 
(develop) 

Family development consumption (natural log on return) 

Enjoy-type consumption (enjoy) Home enjoyment consumption (take natural log )  
Percentage of survival 
consumption (perlive) 

Family survival consumption is a proportion of the total 
expenditure 

Share of developmental 
consumption (perdevelop) 

Family development consumption is a proportion of total 
expenditure 

Share of enjoyment consumption 
(perenjoy) 

The proportion of family enjoyment consumption in the total 
expenditure 

Consumption upgrade rate 
(upgrade) 

The article is elaborated in detail 

kernel variable Financial Literacy (FL) The article is elaborated in detail 

regulated variable 
The Digital Financial Index 

(DF) 
Using the data published by the Digital Finance Research 

Center of Peking University (taking the natural logarithm ) 

controlled variable 

Age of household owner (age) Visit Period-Date of birth 

Square of age of household 
head (age2) 

The square of the absolute age number was then divided again 
by 100 

Gender of the householder 
(gender) 

Virtual variable: 1 is male and 0 is female 

Head of Household marital status 
(marriage) 

Virtual variable: 1 is married, 0 is other 

Head of Household Education 
Level (edu) 

Number of years of education 

Head of household risk preference Virtual variable: 1 indicates the respondent's risk preference 
Head of household risk preference Virtual variable: 1 indicates the respondent's risk preference 

Family size (size) 
Total family population 
Total Household  

Income (totalincome) Income added total for all family members 

Work is available (job) 
Virtual variable: 1 means work, 0 means non-working status 
such as unemployment and exit from the labor market 

Whether you own a housing Virtual variable: 1 indicates a housing, 0 means none 
Senior Support Ratio (ODR) The ratio of population over 65 years old to family population 
Child Support Ratio (CDR) The ratio of population aged 0 to 15 years to family population 

Household household 
registration (rural) 

Classification variable: 1 means family household registration is 
rural, 0 means family household registration is town 

Unhealthy proportion of family 
members (unhealthper) 

The number of family members compared with the total 
number of families 

region (region) Categorical variables: 1 indicate the east, 2 the middle, and 3 the 
west 
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5. Empirical Analysis 

5.1. The Impact of Financial Literacy on the Level Effect of Consumption 
Upgrading 

According to the model (1), this paper first studies the relationship between residents' financial 
literacy and the overall consumption levels of families, and studies whether financial literacy 
has the level effect of promoting consumption upgrading. Table 5 presents the results of panel 
mixed OLS regression and panel bidirectional fixed-effect model regression, with (1), (3), (5), 
(7) listed as OLS estimates of financial literacy on survival, development, enjoyment 
consumption and total consumption, and (2), (4), (6) and (8) listed as panel fixed-effect 
estimates after logarithm of consumption. As can be seen from Table 1, under the control of 
family characteristics and income factors, no matter what the above two estimation methods 
are used, residents' financial literacy can promote survival consumption, development 
consumption, enjoyment consumption and total consumption, and the regression coefficient is 
located at the significance level of 1%.Further comparison of the regression coefficients of the 
panel two-way fixed-effect models revealed that, The regression coefficient of enjoyment 
consumption expenditure is greater than that of development consumption expenditure, And 
both are far greater than the survival type consumption spending coefficient, in this regard, 
Residents' financial literacy adds each additional unit, Household survival consumption 
increased by 5.5%, Development consumption increased by 17.9%, Enjoy-type consumption 
increased by 35.2%, And in other words, the improvement of financial literacy should promote 
development and enjoyment consumption more than the promotion of survival consumption 
expenditure, And will not have a crowding out effect on survival consumption, It means that 
improving the financial literacy level of residents has the level effect of promoting the 
upgrading of family consumption, At the same time, it will also help to optimize the household 
consumption structure. 
In addition, we included variables such as family income, family size, household years of 
education, unhealthy proportion of family members, and elderly support ratio to control for 
other factors affecting household consumption level. Among these control variables, resident 
income levels have a significant positive effect on consumption levels at all levels, which is 
consistent with the traditional consumption theory. Family size also has a positive impact on 
consumption and total consumption at all levels, because the more the number of families, the 
larger the base of consumption. However, the education level mainly promotes the 
development consumption and enjoyment consumption, indicating that the people with a high 
degree of education pay more attention to the quality of life and tend to use the expenditure to 
promote personal development. Family members unhealthy proportion of family survival 
consumption and enjoy consumption has no significant effect, it is because medical spending is 
included in the development consumption spending, on the one hand, the more family members 
unhealthy will passively increase spending in medical care, but also will reduce development 
consumption in other item consumption, the overall effect is no obvious effect on development 
consumption, but must produce extrusion effect on survival consumption and enjoy 
consumption. The ratio of elderly care has an inhibitory effect on consumption expenditure at 
all levels and has a large influence coefficient. Therefore, with the deepening of China's aging 
population, family consumption will be more depressed in the future. Therefore, the timely 
introduction of birth policy and consumption policy to maintain China's economy and society. 
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Table 5. Results of financial literacy and consumption level 
 (1) (2) (3) (4) (5) (6) (7) (8) 
 OLS FE OLS FE OLS FE OLS FE 
 live development  enjoy  totalconsump

 

FL 0.174*** 0.055*** 0.306*** 0.179*** 0.973*** 0.352*** 0.227*** 0.074*** 
 (18.02) (4.16) (16.06) (6.37) (21.07) (4.75) (21.45) (5.38) 
age -0.012*** -0.006 -0.002 -0.266*** -0.119*** -0.244*** -0.017*** -0.040*** 
 (-4.03) (-0.58) (-0.39) (-9.17) (-9.57) (-4.36) (-5.43) (-3.56) 
age2 0.006** -0.001 -0.014** 0.231*** 0.093*** 0.195*** 0.009*** 0.028*** 
 (2.04) (-0.07) (-2.16) (8.71) (7.41) (4.09) (3.03) (2.82) 
gender -0.004 0.094 -0.040 -0.145 -0.211*** 0.143 -0.027** -0.013 
 (-0.33) (1.23) (-1.60) (-0.61) (-3.81) (0.36) (-2.05) (-0.13) 
marriage 0.222*** 0.114*** 0.255*** 0.126 0.285*** 0.161 0.206*** 0.075** 
 (12.42) (3.45) (6.54) (1.55) (3.62) (0.94) (10.60) (2.06) 
riskaverse -0.045*** -0.018 -0.082*** -0.042 -0.388*** -0.205** -0.067*** -0.032** 
 (-3.77) (-1.26) (-3.66) (-1.50) (-6.61) (-2.50) (-5.30) (-2.20) 
riskpre 0.077*** 0.016 0.110*** 0.026 0.200** 0.054 0.103*** 0.027 
 (4.40) (0.79) (3.50) (0.67) (2.50) (0.47) (5.57) (1.25) 
lntotalincome 0.092*** 0.037*** 0.128*** 0.044*** 0.350*** 0.099*** 0.106*** 0.037*** 
 (24.68) (9.88) (18.38) (5.35) (21.81) (4.85) (26.28) (9.66) 
edu 0.007*** -0.001 0.011*** 0.014*** 0.039*** 0.031*** 0.006*** 0.001 
 (6.11) (-0.76) (4.57) (4.89) (7.49) (4.44) (4.78) (0.84) 
size 0.064*** 0.129*** 0.193*** 0.240*** -0.074*** 0.196** 0.083*** 0.140*** 
 (14.36) (8.78) (23.05) (6.76) (-3.80) (2.40) (17.94) (9.09) 
unhealthper -0.323*** -0.108*** 0.004 0.019 -1.503*** -0.795*** -0.199*** -0.007 
 (-11.89) (-3.03) (0.06) (0.20) (-12.10) (-4.19) (-6.94) (-0.18) 
job -0.126*** -0.008 -0.016 -0.054 -0.124* 0.122 -0.099*** -0.016 
 (-9.19) (-0.38) (-0.56) (-1.25) (-1.83) (1.03) (-6.73) (-0.74) 
ODR -0.128*** -0.506*** -0.454*** -2.492*** -0.022 -1.030* -0.168*** -0.725*** 
 (-4.90) (-3.46) (-8.08) (-7.15) (-0.19) (-1.85) (-6.08) (-4.82) 
CDR -0.025 -0.159 0.021 -0.145 0.415** -1.606** -0.067 -0.252* 
 (-0.61) (-1.13) (0.31) (-0.52) (2.31) (-2.28) (-1.57) (-1.76) 
rural -0.389*** 0.011 -0.410*** -0.919** -1.374*** 0.196 -0.387*** -0.109 
 (-24.20) (0.09) (-14.43) (-2.46) (-20.02) (0.14) (-24.07) (-0.67) 
hhouse 0.120*** 0.098*** 0.278*** 0.188*** 0.272*** 0.207 0.161*** 0.110*** 
 (7.22) (4.06) (7.50) (3.42) (3.33) (1.53) (9.16) (4.37) 
Constant 9.305*** 9.558*** 6.893*** 14.964*** 5.880*** 10.792*** 9.670*** 11.006*** 
 (112.81) (32.43) (42.91) (18.07) (16.87) (6.62) (111.07) (34.98) 
Observations 20,146 20,146 20,146 20,146 20,146 20,146 20,146 20,146 
R-squared 0.255 0.754 0.207 0.726 0.188 0.667 0.276 0.779 
Family fixed 
effect 

 YES   YES  YES  YES 

Time fixed 
effect 

 YES   YES  YES  YES 

Area fixed 
effect 

 YES   YES   YES   YES  

Hausman test 
Chi-sq (p-
value) 

 1108.93                 
(0.0000) 

 1561.46(0
.0000) 

 133.1.47 
(00000) 

 1851.58 
(00000) 

5.2. Impact of Financial Literacy on the Structural Effect of Consumption 
Upgrading 
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Table 6. Full-sample regression results of financial literacy and consumption structure 
 (1) (2) (3) (4) (5) (6) (7) (8) 
 OLS FE OLS FE OLS FE OLS FE 
 perlive perdevelop perenjoy upgrade 
FL -0.035*** -0.015*** 0.005* 0.008** 0.030*** 0.007*** 0.065*** 0.022*** 
 (-12.18) (-3.48) (1.75) (1.98) (17.95) (2.64) (16.74) (3.74) 
age 0.004*** 0.025*** 0.001 -0.022*** -0.004*** -0.002 -0.008*** -0.027*** 
 (4.91) (6.84) (1.07) (-6.61) (-9.22) (-1.32) (-7.60) (-5.93) 
age2 -0.003*** -0.022*** -0.001** 0.020*** 0.004*** 0.002 0.006*** 0.024*** 
 (-3.27) (-6.94) (-2.10) (6.73) (8.24) (1.34) (5.97) (6.07) 
gender 0.013*** 0.024 -0.007** -0.018 -0.006*** -0.005 -0.020*** -0.029 
 (3.74) (0.79) (-2.12) (-0.63) (-3.22) (-0.42) (-4.14) (-0.81) 
marriage 0.005 0.011 0.001 -0.012 -0.006** 0.001 -0.011* -0.010 
 (1.08) (1.05) (0.15) (-1.22) (-2.16) (0.20) (-1.73) (-0.72) 
riskaverse 0.013*** 0.007 -0.002 -0.002 -0.011*** -0.005** -0.024*** -0.013** 
 (3.88) (1.59) (-0.70) (-0.46) (-6.25) (-2.20) (-5.56) (-2.16) 
riskpre -0.013*** -0.004 0.002 -0.002 0.011*** 0.006 0.025*** 0.010 
 (-2.70) (-0.63) (0.40) (-0.38) (4.02) (1.64) (3.73) (1.18) 
lntotalincome -0.009*** -0.001 0.002** -0.001 0.007*** 0.002*** 0.015*** 0.002 
 (-10.06) (-0.68) (2.11) (-0.71) (16.05) (2.77) (14.03) (1.62) 
edu -0.000 -0.002*** -0.001** 0.002*** 0.001*** 0.000 0.001* 0.002*** 
 (-0.12) (-3.85) (-2.17) (3.56) (3.64) (0.65) (1.68) (2.99) 
size -0.012*** -0.010** 0.017*** 0.009** -0.005*** 0.001 0.006*** 0.011** 
 (-9.92) (-2.35) (15.30) (2.17) (-9.58) (0.39) (4.17) (2.07) 
unhealthper -0.052*** -0.036*** 0.086*** 0.054*** -0.033*** -0.018*** 0.019** 0.018 
 (-6.77) (-3.19) (11.48) (4.94) (-9.60) (-3.39) (2.02) (1.33) 
job -0.020*** 0.001 0.019*** -0.005 0.001 0.004 0.021*** 0.002 
 (-5.17) (0.19) (5.19) (-0.79) (0.68) (1.12) (4.33) (0.29) 
ODR 0.024*** 0.142*** -0.024*** -0.111*** -0.000 -0.031* -0.024** -0.174*** 
 (3.47) (4.06) (-3.85) (-3.39) (-0.03) (-1.88) (-2.55) (-3.95) 
CDR 0.015 0.055 -0.006 0.031 -0.009* -0.087*** -0.024* -0.142** 
 (1.43) (1.35) (-0.63) (0.81) (-1.66) (-3.40) (-1.77) (-2.51) 
rural 0.005 0.077* 0.009** -0.070 -0.013*** -0.007 -0.018*** -0.085* 
 (1.24) (1.69) (2.26) (-1.52) (-8.09) (-0.50) (-3.92) (-1.69) 
hhouse -0.023*** -0.006 0.021*** 0.008 0.002 -0.001 0.025*** 0.005 
 (-4.68) (-0.80) (4.73) (1.04) (0.70) (-0.28) (3.75) (0.50) 
Constant 0.717*** 0.045 0.135*** 0.820*** 0.147*** 0.135*** 1.430*** 2.091*** 
 (34.87) (0.43) (7.30) (8.41) (11.53) (2.69) (49.66) (16.04) 
Observations 20,146 20,146 20,146 20,146 20,146 20,146 20,146 20,146 
R-squared 0.053 0.638 0.047 0.623 0.121 0.643 0.079 0.648 
Family fixed 
effect 

 YES  YES  YES  YES 

Time fixed 
effect 

 YES  YES  YES  YES 

Area fixed 
effect 

 YES  YES  YES  YES 

Hausman test 
Chi-sq (p-
value) 

 878.09 
(0.0000) 

 652.01 
(0.0000) 

 398.00 
(0.0000) 

 856.59 
(0.0000) 

 



Volume 3 Issue 3, 2022 

DOI: 10.6981/FEM.202203_3(3).0040 

364 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Through the empirical analysis of the relationship between different types of consumption level 
found that residents financial literacy on survival consumption, development consumption and 
enjoy consumption level has obvious difference, in order to further explore the specific 
influence of financial literacy on residents consumption structure, this paper according to the 
model (2) respectively use panel mixed OLS regression and two-way fixed effect model to study 
the relationship between financial literacy and the three types of consumption ratio, and 
explore the influence of residents financial literacy on consumption upgrade rate 
comprehensive index. Regression results show that the impact of financial literacy on survival 
consumption is significantly negative, the impact on development consumption at 5%, the 
impact of enjoyment consumption in 1%, namely residents financial literacy can significantly 
reduce survival consumption, increase development consumption and enjoy consumption, and 
financial literacy on consumption upgrade rate this comprehensive index also has a significant 
promotion effect. Therefore, according to the judgment basis of consumption structure 
upgrading in this paper, the empirical results can draw the conclusion that residents' financial 
literacy can promote consumption structure upgrading, that is, financial literacy has the 
structural effect of promoting consumption upgrading. Further, from the regression coefficient 
of the two-way fixed effect in the panel, the regression coefficient of survival consumption is-
0.015, and the absolute value is the largest regression coefficient, the regression coefficient of 
developmental consumption is 0.008, which is slightly higher than the regression coefficient of 
enjoyment consumption expenditure is 0.007. It shows that although financial literacy can 
improve the level of survival consumption expenditure, But it has reduced the share of survival 
consumption, And the residents' financial literacy for each additional unit, Survival 
consumption fell by 1.5%, Means that consumers are under the influence of financial literacy, 
More money will be spent on the development and enjoyment of the consumption, among, For 
each additional unit of residents' financial literacy level, The proportion of development 
consumption will increase by 0.8%, The proportion of enjoyment consumption will increase by 
0.7%, so, Financial literacy not only has a promoting effect on the absolute level of development 
consumption and enjoyment consumption, It will also have a positive impact on the relative 
level of development consumption and the proportion of enjoyment consumption, Thus, it has 
a certain crowding out effect on the survival consumption share, Thus, it achieves the 
optimization of the consumption structure. 
From the perspective of control variables, the income can promote enjoy consumption, 
education to development consumption and reduce the survival consumption, on the one hand, 
high education people pay more attention to the quality of life, on the other hand, because the 
householder themselves benefit from education, will pay more attention to offspring education 
training, thus increase the development consumption including education expenditure, and to 
other types of consumption spending. The higher the proportion of unhealthy family members 
will inhibit the proportion of survival consumption and enjoyment consumption, but will 
promote the proportion of development consumption, because families will be forced to 
increase their expenditure on medical care, increasing the proportion of development 
consumption. The increase of the elderly support ratio will inhibit the proportion of 
developmental and enjoyable consumption, because the heavier the family pension burden, it 
will be forced to reduce. 

5.3. Analysis of the Regulation Effect of Digital Inclusive Finance on Residents' 
Financial Literacy and Family Consumption Upgrading 

Table 7 shows the regression results of the moderating effect of digital financial inclusion on 
the relationship between residents’ financial literacy and household consumption upgrading. 
In order to avoid multicollinearity and comparison of convenience coefficients, this paper 
centralizes the interaction between financial literacy and digital financial inclusion. From the 
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perspective of the horizontal effect of consumption upgrading, digital inclusive finance 
enhances the promotion of residents’ financial literacy on subsistence consumption, while 
slowing down the promotion of financial literacy on development-oriented and enjoyment-
oriented consumption. Therefore, digital inclusive finance will weaken residents’ financial 
literacy. The promoting effect of literacy on the level effect of household consumption 
upgrading. From the perspective of the structural effect of consumption upgrading, digital 
inclusive finance will weaken the inhibitory effect of financial literacy on the proportion of 
survival-oriented consumption and the promotion effect of the proportion of development-
oriented consumption. From this perspective, it shows that digital inclusive finance will weaken 
the impact of financial literacy on the The optimization effect of household consumption 
structure, but digital inclusive finance will enhance the promotion effect of residents' financial 
literacy on enjoyment-oriented consumption. Overall, this paper believes that digital financial 
inclusion will slow down the promotion of financial literacy on household consumption 
upgrades. The internal reason is that digital financial inclusion increases the financial 
accessibility of ordinary residents, narrows the "knowledge gap", and makes different financial 
services more accessible. Residents at the literacy level can use financial tools to smooth 
consumption. When digital financial inclusion is underdeveloped, residents with high financial 
literacy can search for more valuable information by virtue of their own knowledge and 
capabilities, which is helpful for individual families to make reasonable consumption decisions, 
and the vigorous development of digital financial inclusion It reduces the endowment 
advantages of residents with high financial literacy levels, making opportunities and 
information more equal, and thus weakening the role of residents' financial literacy in 
promoting household consumption upgrades. 
 
Table 7. The adjustment effect of digital inclusive finance on residents' financial literacy and 

family consumption upgrading 
 (1) (2) (3) (4) (5) (6) (7) (8) 
 The horizontal effect of consumption upgrading The structural effect of consumption 

upgrading 
 variable live development  enjoy  totalconsump

 
perlive perdevelop perenjoy upgrade 

FL 0.058*** 0.168*** 0.318*** 0.076*** -
0.014*** 

0.007* 0.007*** 0.021*** 

 (4.34) (5.90) (4.30) (5.51) (-3.32) (1.81) (2.63) (3.61) 
DF 0.017 0.006 -2.910*** 0.092 -0.040 0.082** -0.042** -0.002 
 (0.14) (0.02) (-4.41) (0.75) (-1.07) (2.31) (-2.16) (-0.04) 
FL*DF 0.102** -0.420*** -0.469** 0.056 0.033** -0.049*** 0.016* -0.017 
 (2.27) (-4.38) (-2.00) (1.21) (2.27) (-3.60) (1.79) (-0.86) 
Constant 9.475*** 14.908*** 25.714*** 10.538*** 0.253 0.394* 0.353*** 2.100*** 
 (14.10) (10.05) (6.84) (15.09) (1.16) (1.90) (3.11) (7.52) 
Observations 20,146 20,146 20,146 20,146 20,146 20,146 20,146 20,146 
R-squared 0.754 0.727 0.668 0.779 0.639 0.624 0.643 0.648 
personal 
characteristics  

YES YES YES YES YES YES YES YES 

Family 
characteristics 

YES YES YES YES YES YES YES YES 

Family fixed 
effect 

YES YES YES YES YES YES YES YES 

Time fixed 
effect 

YES YES YES YES YES YES YES YES 

Area fixed 
effect 

YES YES YES YES YES YES YES YES 
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6. Conclusions and Suggestions 

This paper using CHFS2013,2015 data, select household consumption expenditure, survival 
consumption, development consumption and enjoyment consumption to measure household 
consumption level, consumption index to measure household consumption structure, on this 
basis, using the great likelihood method in factor analysis extracted financial knowledge factors, 
financial skills factors and financial attitude factors, and the three factor rotating load as the 
weight, build the financial literacy comprehensive index, to fully reflect the family of financial 
literacy level. Finally, the impact of financial literacy on family consumption upgrading was 
empirically studied by using a two-way fixed-effect model, and explored the regulatory role of 
digital finance on the relationship between financial literacy and family consumption upgrading. 
The following conclusions are obtained. 
First of all, in general, improving residents’ financial literacy can promote household 
consumption upgrading, that is, financial literacy has both a horizontal effect (improving 
household consumption level) and a structural effect (optimizing household consumption 
structure) on household consumption upgrading. Specifically, financial literacy can promote 
survival-oriented, development-oriented, enjoyment-oriented consumption and total 
consumption expenditure levels, while reducing the proportion of survival-oriented 
consumption and increasing the proportion of development-oriented and enjoyment-oriented 
consumption. There is also a significant promotion effect. From the perspective of the influence 
coefficient, financial literacy has a greater role in promoting enjoyment-oriented consumption 
than development-oriented consumption, and both are greater than survival-oriented 
consumption, and has the greatest inhibitory effect on the proportion of survival-oriented 
consumption, while the proportion of development-oriented consumption and enjoyment-
oriented consumption accounts for the largest proportion. The promotion effect is quite 
comparable. On the whole, in the process of promoting consumption upgrading, financial 
literacy does not have a crowding out effect on the level of subsistence consumption, but 
prompts residents to invest more consumption expenditures in development-oriented 
consumption and enjoyment-oriented consumption when making consumption decisions. 
consumption, thereby enhancing family well-being. Secondly, from the perspective of the 
adjustment effect of digital inclusive finance, digital inclusive finance can provide tool support 
for residents’ financial literacy to promote household consumption upgrade. divide”, thereby 
reducing the endowment advantage of residents with higher levels of financial literacy. In 
theory, digital financial inclusion can adjust the impact of residents' financial literacy on 
household consumption upgrading from two different directions. Therefore, this paper adds 
digital financial inclusion as a moderating variable to conduct an empirical analysis, and the 
results show that digital financial inclusion weakens the promotion of household financial 
literacy on household consumption upgrades. 
According to the results of this study, we believe that there is still much room for improvement 
in the level of household financial literacy in my country. We should actively encourage multi-
channel financial education, especially for the popularization and education of financial 
knowledge in rural households, continuously improve the high-quality development of 
inclusive finance, and continuously enhance the service capabilities of financial institutions; 
make full use of the Internet to strengthen the publicity of financial knowledge, so that residents 
can Families can acquire financial knowledge at low cost, change their financial attitudes, and 
master financial skills, thereby establishing a good financial consumption concept. In addition, 
the government should further develop the inclusive finance policy, improve the financial 
infrastructure construction in the post-region, and provide more convenient financial tools. 
Although digital finance will weaken the role of residents’ financial literacy in promoting 
household consumption upgrading, the inclusiveness brought about by digital finance 
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Favorableness reduces consumption inequality and makes consumption upgrades more 
balanced, which is of great significance to promoting common prosperity. 
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