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Abstract 
We use the 2015-2017 China Household Finance Survey (CHFS) data to empirically 
analyze the impact of urban residents' basic endowment insurance on urban household 
consumption. The results of the measurement model show that, other things being equal, 
the total annual consumption expenditure of insured households is about 8.7% higher 
than that of non-insured households. Judging from the estimated results of each item of 
expenditure, the increase in consumption of insured households is mainly due to the 
increase in daily consumption expenditure, followed by education consumption. It can 
be seen from this that families tend to meet basic needs first, followed by spiritual and 
cultural needs. 
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1. Introduction 

With the acceleration of population aging, by the end of 2020, the number of elderly people 
over 60 years old in China has reached 264 million, accounting for 18.70% of the total 
population [1]. National pension has become a major livelihood issue that cannot be ignored. 
As the first pillar of China's old-age security system, basic old-age insurance is an important 
factor in ensuring family security and happiness. 
In the past ten years, China's economic growth has been mainly driven by investment and 
imports and exports. The contribution of consumption (especially household consumption) to 
GDP growth has always been far lower than that of developed countries. Expanding consumer 
demand, increasing residents' consumption, and breaking the situation of Chinese high savings 
rate are issues of general concern to the government and academia. Stimulating residents' 
consumption demand is also an important part of expanding domestic demand. 
There are many reasons for China's low consumption and high savings [2], including the 
widening income gap between urban and rural areas, income uncertainty, and the lack of 
investment channels in the financial market. However, many scholars have suggested that the 
main reason is that a series of social welfare system reforms including housing, education, 
medical security, and pension system since the 1980s have increased the uncertainty of 
residents' future. Therefore, the key to start consumer demand is how to improve the social 
security system. In the social security system, social insurance is a very important level, and 
endowment insurance accounts for the largest proportion of social insurance. According to data 
from the National Bureau of Statistics, the number of people participating in urban and rural 
basic endowment insurance at the end of 2017 was 5,125.50 billion. , the total expenditure of 
urban and rural basic endowment insurance for the year was 237.22 billion yuan. The number 
of people participating in the urban basic endowment insurance has reached 402.933 million 
person-times, and the total expenditure on the urban basic endowment insurance in the whole 
year has reached 3,805.15 billion yuan. It can be seen from this that the status of basic old-age 
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insurance in social insurance is quite important in terms of coverage and expenditure share. 
With the development of Chinese endowment insurance system, the impact of endowment 
insurance on household consumption has gradually attracted the attention of scholars. It is of 
great significance to study the relationship between residents' consumption and endowment 
insurance. 

2. Literature Review 

The basic endowment insurance for urban residents is an endowment insurance system 
covering non-employees with urban household registration. This system, together with the 
urban employee endowment insurance system and the new rural social endowment insurance 
system constitute the Chinese social endowment insurance system. The basic endowment 
insurance for urban residents has two outstanding features. First, the source of funds for the 
basic endowment insurance for urban residents is not only individual contributions, but also 
government subsidies for the insured’s contributions. The more individual contributions, the 
more government subsidies, and all personal contributions and government subsidies are 
credited to the insured person's personal account. Second, the pension of the basic pension 
insurance for urban residents consists of two parts: the personal account pension and the basic 
pension. The pension level of the personal account is determined by the amount of savings in 
the account, that is, the total amount of personal contributions and government subsidies; the 
basic pension is determined by the government pay in full. 
Bai Chongen [3] and others found that from 2002 to 2009, household consumption 
expenditures participating in pension insurance increased by 11%, but the increase in pension 
contribution rates restrained household consumption. Chen Jing [4] used the data analysis of 
the China Household Finance Survey (CHFS) in 2011, and found that the clothing expenditure 
and durable goods consumption expenditure of households with basic endowment insurance 
are significantly higher than those without Families with basic pension insurance. Zou Hong [5] 
and others used the data from the Urban Household Survey (UHS) in Guangdong Province to 
analyze the impact of social insurance participation rate and contribution rate on urban 
household consumption, and found that there is a negative relationship between the 
contribution rate of endowment insurance and consumption. From a macro perspective, 
increasing pension fund expenditures or increasing pension coverage can improve household 
consumption [6]. 
Existing research shows that there are two opposite effects between pension insurance and 
consumption, which lead to retirement and asset substitution. However, the relationship 
between the two may also be affected by other factors. For example, households with liquidity 
constraints cannot smooth consumption through the credit market, and the increase in pension 
insurance will reduce their consumption; people have savings motives other than retirement, 
pension assets and other assets The substitution effect is not necessarily established; the 
heterogeneity of family demographic characteristics also significantly affects the consumption 
effect of endowment insurance, etc., which makes the theoretical relationship between 
endowment insurance and consumption more complicated. Judging from the existing research, 
the academic community has not reached a consistent and clear conclusion on the relationship 
between the two. 
Overall, domestic empirical research on endowment insurance on household consumption and 
savings is still in its infancy, with few relevant literatures, and most of them focus on the impact 
of urban endowment insurance on household consumption and savings behavior, and the 
relationship between endowment insurance and durable consumer goods. Relationships are 
very rare. This paper divides consumer goods into general consumer goods and durable 
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consumer goods to study the relationship between pension insurance and durable consumer 
goods. 

3. Data and Research Methods 

3.1. Measurement Estimation Method and Variable Setting 
After decades of development, Chinese old-age insurance system has established a four-level 
old-age security system, namely basic old-age insurance, enterprise supplementary old-age 
insurance (also known as enterprise annuity), personal savings old-age insurance and 
commercial old-age insurance. Among them, the first level of endowment insurance is the most 
basic social endowment insurance of the nature of social security, and it is also the most 
important part of Chinese social endowment insurance system. Therefore, this paper selects 
this kind of endowment insurance as the proxy variable of social endowment insurance. 
The explained variable of the model is consumption expenditure. This paper selects several 
representative consumption expenditures for investigation. Generally speaking, there are 
many factors that affect consumption expenditure. According to the information in the 
questionnaire, these factors are divided into three categories. 
The first type of variables is mainly the basic pension insurance holdings and health status. In 
this article, we do not consider the proportion of insured persons in the family for the time 
being, and only consider whether the head of the household holds basic endowment insurance. 
This is because the level of risk faced by the head of household has a greater impact on 
household consumption. A unified standard is formed to define whether a family has a high or 
low coverage rate. In addition, the health status will directly affect the household consumption 
behavior, so it is necessary to incorporate the health factor into the household consumption 
behavior equation. 
 

Table 1. Definition and processing of main variables 
Symbol Variable Indicator Meaning and Processing 

age age continuous variable 
mar marital status head of household in marital status = 1, other status = 0 
edu education level divided into 4 categories, elementary school and below, junior 

high school, high school, high school and above 
health state of health according to the self-assessed health status, it is divided into: good 

= 0, average = 1, poor = 2 
fam family size measured by the number of family members 
inc annual household income continuous variable, logarithm of total annual household income 

region region the eastern region is the benchmark group, which is divided into 
eastern, central and western 

urban household registration agricultural hukou = 1, non-agricultural hukou = 2, unified 
resident hukou = 3 

ins basic endowment 
insurance 

no insurance = 0, Insurance = 1 

clo clothing consumption annual household clothing expenses 
travel tourism consumption annual family travel expenses 
train education and training 

consumption 
annual expenditure on home education and training 

dura durable goods 
consumption 

annual expenditure on household durable goods 

Note: Age, gender, marital status, education level, and health status are all for the head of the 
household. 
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The second type of variables is family characteristics, including annual family income, family 
size, location (middle, east, and west) and whether they have agricultural hukou. Consumption 
decisions are mostly made at the household level rather than the individual level, so household 
income is used as a control variable. Also, to reduce the impact of extreme values on the 
regression, log the income. 
The third type of variables is demographic characteristics, mainly including the age, marital 
status, and education level of the head of the household. Considering that age generally has a 
non-linear effect on consumption, I also added the square of age as a control variable into the 
estimation model. 
In addition, although price also has an impact on consumer expenditure, it is limited to the fact 
that the CHFS questionnaire does not involve relevant information, and related research and 
literature basically do not consider the impact of price factors, so this paper also ignores it. 
Whether residents participate in the basic pension insurance is entirely voluntary, so some 
residents' participation in insurance may be determined by some unobservable factors. I use 
two-period panel data, the difference method (DID) and the fixed effects model (FE) can better 
solve the endogeneity problem caused by self-selection. 
The regression equation of DID is: 
 

𝐿𝑛(𝑌 ) = 𝛽 + 𝛽 𝑇 + 𝛽 𝑋 + 𝛽 𝑇 ∗ 𝑋 + 𝛽 𝑍 + 𝛽 𝑊 + 𝜀                             (1) 

 
Among them, Y  is the total consumption expenditure of household i in time t. T  is a dummy 
variable representing time, which takes a value of 1 if is 2017, and 0 otherwise. X  is a dummy 
variable used to distinguish the control group and the experimental group. T ∗ X  is the cross 
term of time and insurance policy variables, and its coefficient is the impact of basic pension 
insurance estimated by DID on household consumption. Z  is the characteristic variable of the 
family or the head of the household, including the age of the head of the household and its 
square, marital status, education level, family size, whether anyone in the family suffers from 
chronic diseases, the logarithm of the family’s annual income, the family’s participation in 
enterprise supplementary pension insurance (also called enterprise annuity), individual 
savings pension insurance and commercial pension insurance. W  is a city fixed effect, and ε  is 
a random disturbance term. 
β  is the time trend of consumption, and its direction is difficult to predict without knowing 
how the consumption behavior of residents changes with time. β  is the difference in 
consumption between the experimental group and the control group from June 2015 to June 
2017, and its sign may be negative, because the self-selection process of residents may make 
those families more risk-averse and have worse expectations for future health conditions. 
Participate in basic old-age insurance, and such factors will lead residents to reduce current 
consumption and increase savings. According to the precautionary saving theory, β  should be 
positive. 

3.2. Data 
This article uses the survey data of the China Household Finance Survey (CHFS) in 2015 and 
the follow-up interview data in 2017 of the China Household Finance Survey and Research 
Center of Southwestern University of Finance and Economics. The data samples collected in this 
survey cover 172 cities and counties in 29 provinces (autonomous regions and municipalities) 
across the country, involving more than 40,000 households, with excellent properties such as 
stratified sampling and large samples. The data of CHFS includes both the family level and the 
individual level. Considering that the consumption decision-making is mostly based on the 
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family unit, and at the same time drawing on the processing methods of other literatures, after 
the data merging is completed, we will use the user as the identification unit and the family as 
the unit for analysis. , and finally got more than 24,000 respondents. 
Table 2 lists the number and proportion of basic pension insurance participants calculated 
based on the CHFS 2017 survey data. 
Table 3 describes the main control variables that will be used in this paper, including the basic 
pension insurance, health status, income, demographic characteristics and other variables in 
the model setting. 
 

Table 2. Insurance participation of respondents 
insurance status Number Proportion (%) 

basic endowment insurance for urban workers 7707 31.10% 
basic endowment insurance for urban residents 5559 22.43% 

new rural social endowment insurance 3769 15.21% 
no basic pension insurance 7747 31.26% 

Total 24,782 100% 

 

Table 3. Descriptive statistics of variables 
variable N mean sd min max 

household registration 24,782 5.105 164.1 1 3 
marital status 24,782 0.803 0.398 0 1 

Whether to participate in pension insurance 24,782 0.778 0.416 0 1 
area 24,782 1.633 0.807 1 3 
age 24,782 53.53 15.39 15 117 

education level 24,782 1.251 0.987 0 3 
State of health 24,782 0.676 0.725 0 2 

annual household income 24,782 32,566 27,242 0 1,200,000 
family size 24,782 1.604 0.355 1 8 

Consumer spending on durable goods 24,782 11,887 59,333 0 8,000,000 
clothing spending 24,782 2,948 6,450 0 400,000 

Education and Training Consumption Expenditure 24,782 3,672 14,700 0 550,000 
Tourism consumption expenditure 24,782 2,501 11,918 0 1,000,000 

4. Empirical Results 

4.1. The Impact of Endowment Insurance on Total Household Consumption 
Table 4 presents the DID estimation results of the impact of pension insurance on total 
household consumption. We found that after participating in endowment insurance, the 
average annual household consumption of urban residents increased by about 8.7% (column 
3). 
Judging from the regression coefficients of various insurance quantities, the more people in the 
family have basic endowment insurance, the higher the consumption will be. The insured 
persons of the urban basic endowment insurance have formal jobs, such as corporate 
employees, government civil servants, and staff in public institutions, etc. Their jobs and 
incomes are relatively stable. Therefore, under the control of income and other variables, these 
people of precautionary savings are lower than the rest of the population. 
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Table 4. DID estimation results of total household consumption 
 model 1 model 2 model 3 

years 0.172*** 0.002 0.001 
 (8.04) (1.10) (1.10) 

Participate in pension insurance -0.018 -0.086** -0.086** 
 (-0.55) (-2.50) (-2.50) 

Year* to participate in pension insurance 0.05 0.087*** 0.087*** 
 (0.23) (6.27) (6.27) 

log of total household income  0.008 0.008 
  (1.11) (1.10) 

age  -0.002 -0.002 
  (-1.13) (-1.08) 

age squared  0.000 0.000 
  (0.80) (0.79) 

marital status  0.012 0.011 
  (0.99) (0.91) 

education level  0.001 0.000 
  (0.17) (0.08) 

State of health   0.001 
   (0.16) 

family size   -0.005 
   (-0.27) 

Observations 24,782 24,690 24,690 
R-squared 0.013 0.013 0.013 

Note: t values are in parentheses; *, ** and *** indicate significance levels of 10%, 5% and 1%, 
respectively. 

4.2. The Influence of Each Item of Consumption of Endowment Insurance 
Households 

Table 5 reports the regression results for household spending on education and training, 
clothing, travel, and durable goods. After urban residents participated in the pension insurance, 
the family's education expenditure increased by 9.6%, and it was significant at the level of 5%. 
This shows that for those families with education expenditure, the future uncertainty will 
directly affect the family's education investment. The effects of other control variables on 
education expenditure are basically in line with expectations. For example, families with higher 
incomes invest more in education; the higher the education level of the head of the household, 
the more families spend on education. Durable goods of daily life accounts for a large part of 
total household consumption. Judging from the regression coefficient of the cross term, the 
residents who joined the basic old-age insurance increased their spending on daily life, and the 
consumption of durable goods increased by 39.4%, which was significant at the 1% level. It can 
be seen that the increase in other consumption of insured households is mainly due to the 
increase in daily consumption expenditure. 

5. Robustness test 

It is estimated by the working families covered by the old-age insurance, that is, excluding the 
families whose household heads are employed in private enterprises or flexibly employed and 
those not covered by the old-age insurance. The remaining sample is more homogeneous, 
allowing for maximum control for differences in firm nature and other aspects. 
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Table 5. DID estimation results of each sub-expenditure 

variable (log of consumption) durable 
goods 

clothing education and 
training 

travel 

years -0.01 -0.056 0.027 0.007 
 (-0.35) (-0.58) (0.14) (0.23) 

Participate in pension insurance -0.318*** -0.147*** -0.041 -0.256** 
 (-2.68) (-2.68) (-0.37) (-1.96) 

Year* to participate in pension 
insurance 

0.394*** 0.125** 0.096** 0.123 

 (8.41) (2.21) (2.56) (1.17) 
household head characteristic variables Yes Yes Yes Yes 

family characteristic variables Yes Yes Yes Yes 
Observations 19,689 21,306 8,010 5,859 

R-squared 0.205 0.272 0.071 0.110 

 

On-the-job employees basically participate in basic pension insurance through their units or 
companies, and their participation rate is usually very high. Here, we use the families of on-the-
job workers covered by endowment insurance as the experimental group, and the control 
group also includes those families who are eligible but not insured, which can largely solve the 
problem of the nature of the enterprise or other aspects mentioned above There are differences 
(Robustness tests do not yield significant results). 

6. Conclusion 

The empirical results show that the basic pension insurance has a significant positive 
stimulating effect on household clothing consumption and durable goods consumption. The 
results show that education level has a significant positive effect on household consumption. 
Specifically, endowment insurance can increase the consumption of clothing by 12.5% and the 
consumption of durable goods by 39.4%, which has a stimulating effect on the consumption 
expenditure of both. Compared with family visits and education and training, durable goods 
and clothing consumption are more related to life. Families tend to meet basic needs first, 
followed by spiritual and cultural needs. 
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