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Abstract 
With the rapid development of China's economy, the consumption level of Chinese 
residents has undergone significant changes. There are many factors that affect the 
changes in the consumption level of Chinese residents. Keynes believed that the decisive 
factor in the determination of consumption is household income. And on the relationship 
between income and consumption, Keynes believed that there is a basic psychological 
law: as income increases, consumption will also increase. Therefore, the level of 
residents' income will inevitably affect the level of residents' consumption, but 
residents' income is by no means the only factor that affects the level of residents' 
consumption. This article mainly studies the impact of gross domestic product (GDP), tax 
revenue, and national fiscal expenditure on household consumption. Models were 
established by EViews 9 software to analyze correlations and draw conclusions. 
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1. Introduction 

Consumption, investment and export are the "troika" driving economic growth. Since the 
reform and opening up, a large part of China's economic development has been driven by 
exports. However, due to the impact of the global financial crisis in 2008, China's export growth 
rate has declined, the trade surplus has narrowed, and the contribution of exports to economic 
growth has declined significantly. Expanding consumer demand has become the main means to 
stimulate economic growth. It can be seen that the significance of consumption to a country's 
economic development is extraordinary. Today, China has made great achievements in 
economic and social development, and China has become an economic power in the world. At 
the same time of economic development, the consumption level of Chinese residents is also 
changing, and this change will definitely affect the development of China's economy. Therefore, 
it is of great significance to study the influencing factors of Chinese residents' consumption for 
formulating macroeconomic policies and maintaining the stable growth of China's economy. In 
recent years, with the rapid development of China's social economy, the income of residents 
has been increasing, and the consumption level of residents has undergone great changes. 
Whether analyzed from a macro or micro perspective, the final consumption expenditure of 
Chinese residents directly affects the operation of the national economy and its level of 
development. At present, China is facing the adjustment of economic structure and the 
upgrading of industrial structure. What is the level of Chinese residents' consumption, what are 
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the main factors that affect the level of Chinese residents' consumption, and what impact these 
factors have on the macro-economy are very worthy of attention. In order to make the data 
analyzed in this paper from 2013 to 2018, this paper will analyze the impact of factors other 
than income on the level of household consumption, focusing on the study of gross domestic 
product (GDP), tax revenue and national fiscal expenditure on household consumption level of 
influence. 

2. Literature Review 

Consumption activity is the end point of economic activity, and the ultimate purpose of 
economic activity is to meet people's growing consumption demand. A large number of 
economists and scholars have done sufficient research on the main factors affecting 
consumption. Now foreign academic circles hold two different views. 
One view is the Keynesian consumption function, which is Keynesian absolute income theory. 
He believes that consumption mainly depends on the net income of consumers, that is, the 
current disposable income of residents. As residents' current disposable income increases, 
residents' consumption will also increase. This consumption theory of Keynes mainly uses 
income to explain consumption. He assumes that consumers are completely rational people, 
other things being equal, the main economic activities of consumers are saving and 
consumption, and consumption will increase with the increase of disposable income. However, 
the increase in consumption was smaller than the increase in disposable income. With the 
increase of disposable income, the proportion of increased consumption expenditure in the 
increased disposable income is decreasing, that is, the marginal propensity to consume has a 
decreasing trend. From the law of diminishing marginal propensity to consume, Keynes further 
proposed that the average propensity to consume decreases, and the marginal propensity to 
consume is smaller than the average propensity to consume. 
The other is Franco Modigliani's life cycle theory. This is a future-oriented consumption 
function, where each person arranges his consumption expenditures according to his own 
lifetime expected income. This theory emphasizes that consumption is subject to the total 
income earned by an individual or household over its entire lifetime. This theory divides life 
into three stages: adolescence, adulthood, and old age. In the teenage and old age, consumption 
is greater than income, in the prime of life, income is greater than consumption, and the excess 
income in the prime of life is used to pay off debts and debts in the teenage years. Save for future 
retirement. Although he emphasized that consumption does not entirely depend on current 
income, economists have observed based on a lot of experience that consumption is still largely 
determined by current income. There are two main reasons: first, when residents' income falls 
or they worry When unemployed, residents tend to postpone or cut down the purchase of 
durable goods, and current consumption will decrease. Second, when residents' incomes show 
a decline, consumer credit will be limited by quotas, and residents will have to reduce current 
consumption. 

3. Model Settings 

3.1. Factors Affecting Residents' Consumption Level 
There are many factors that we can think of that affect household consumption, such as gross 
domestic product, per capita disposable income, total retail price of social goods, urban 
population, savings deposit interest rate, price level, household property, income distribution, 
taxation , consumer preference, consumer credit status, consumer age composition, system, 
customs, etc. However, considering the availability of sample data and the actual situation of 
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China's economy, this paper selects GDP, tax revenue and national fiscal expenditure as the 
influencing factors of residents' consumption level. 
3.1.1. Gross Domestic Product 
Gross domestic product (GDP) refers to the sum of the value of all final products and services 
produced by all resident units in a country (or region) within a certain period of time. The total 
amount of economic activity in a country (region). Usually we regard GDP as a representative 
indicator of the level of economic development, and a country's economic development level is 
closely related to the level of residents' consumption. Therefore, GDP affects the level of 
residents' consumption to a certain extent. 
3.1.2. Tax Revenue 
Taxation is a kind of distribution of social products compulsory and free of charge by the state 
in order to realize its functions, relying on political power and according to the law, and it is the 
main form of fiscal revenue obtained by the state. The income level of the residents directly 
affects the consumption level of the residents, and the state taxation will reduce the income 
level of the residents, and then affect the consumption level of the residents. 
3.1.3. National Fiscal Expenditure 
Fiscal expenditure, also known as public expenditure or government expenditure, is the 
government's control and use of social resources in the form of currency that are centralized 
from the private sector in order to perform its own functions. For a long time, the Chinese 
government has made raising the level of household consumption an important goal of fiscal 
policy. And part of the government's financial expenditure is used for social security 
expenditure. At this stage, China's basic public services are insufficiently provided, and social 
insurance such as basic pensions, basic medical care, unemployment, and work-related injuries 
are not perfect, and the level of security is low. As a result, people are reluctant to spend too 
much even if they have money, because they want to keep enough Funds are used for anti-aging, 
disease prevention, unemployment prevention, raising the next generation, etc. It can be seen 
that the amount of national fiscal expenditure will affect the consumption level of residents to 
a certain extent. 

3.2. Statistics 
Table 1. Statistical results 

Year GDP Tax revenue National fiscal expenditure Resident consumption level 
2013 592963.2 110530.70 140212.10 13220.4 
2014 641280.6 119175.31 151785.56 14491.4 
2015 685992.9 124922.20 175877.77 15712.4 
2016 740060.8 130360.71 187755.21 17110.7 
2017 820754.3 144369.87 203085.49 18322.1 
2018 900309.5 156402.86 220904.13 19853.1 

3.3. Alphabetical Representation of Explained Variables and Explanatory 
Variables 

Y: Resident consumption level (unit: yuan). 
X1: Gross domestic product (unit: 100 million yuan). 
X2: Tax revenue (unit: 100 million yuan). 
X3: National fiscal expenditure (unit: 100 million yuan). 
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3.4. Eviews Implementation of the Model 
3.4.1. The Regression Results are as Follows 

 
Figure 1. Empirical Analysis Results 

 

The results of parameter estimation and testing can be written in canonical form as: 

tŶ = 2769.077+0.01963*X1-0.059369*X2+0.039588*X3 

(2347.129) (0.0179) (0.0987) (0.0213) 
t=(1.1798) (1.0985) (-0.601495) (0.2046) 

R²=0.9969   2R =0.9922   F=214.4961   n=6 

3.4.2. Model Checking 
Economic significance test: 
The model estimation results show that, assuming other variables remain unchanged, for every 
100 million yuan of GDP growth, the average household consumption level will increase by 
0.01963 yuan; for every 100 million yuan increase in tax revenue, the average household 
consumption level will increase. It will decrease by 0.059369 yuan; for every 100 million yuan 
increase in national fiscal expenditure, the average household consumption level will increase 
by 0.039588 yuan. This is consistent with theoretical analysis and empirical judgment. 
Measure of goodness of fit: 
It can be obtained from the data in the above figure: R²=0.9969, the corrected coefficient of 
determination is =0.9922, which indicates that the model fits the sample well. 
F test: 
It can be seen from the data in the above figure that the F test value is 214.4961, and the p value 
is 0.004644. For a given significance level α=0.05, the p value is less than the significance level 
α value and falls within the rejection domain, indicating that the regression equation is 
significant, that is, the number of The combination of "gross domestic product", "tax revenue" 
and "national fiscal expenditure" does have a significant impact on "resident consumption 
level". 
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T-test: 
From the above figure: the t-test value of X1 is 1.098492, the p-value is 0.3866, the t-test value 
of X2 is -0.601495, the p-value is 0.6086, the t-test value of X3 is 1.855648, and the p-value is 
0.2046. For the given significant At the level of α=0.05, the p-values of the t-tests of X1, X2, X3 
and X4 are all larger than the α-values of the significance level, and none of them fall within the 
rejection domain, indicating that under the significance level of α=0.05, “GDP” ”, “tax revenue” 
and “national fiscal expenditure” have little impact on “resident consumption level”, so the 
statistical significance of the overall linear model needs to be referenced. 
Using the estimated household consumption level model, we can predict the data of the 
corresponding "gross domestic product" (X1), "tax revenue" (X2), and "national fiscal 
expenditure" (X3) in a certain year to predict the "resident consumption". Level" (Y) to make 
point forecasts and interval forecasts. 
3.4.3. Model Multicollinearity Test and Correction 
Correlation coefficient test: 
The correlation coefficient matrix can be directly calculated in Eviews by using the correlation 
coefficients in pairs. 
 

 
Figure 2. Empirical Analysis Results 

 

It can be seen from the results that the correlation coefficients between the variables are all 
above 0.93, that is, the variables are highly correlated. 
 

 
Figure 3. Empirical Analysis Results 
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Figure 4. Empirical Analysis Results 

 

 
Figure 5. Empirical Analysis Results 

 
Through the simple correlation coefficient method and the variance inflation factor method, it 
was judged that there was multicollinearity among the model variables. Corrected by stepwise 
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regression, the result is still the original model, and the t test with explanatory variables by 
logarithmic correction fails. Therefore, the revised model remains unchanged, and the 
estimated result is still: 
 

tŶ = 2769.077+0.01963*X1-0.059369*X2+0.039588*X3 

(2347.129) (0.0179) (0.0987) (0.0213) 
t=(1.1798) (1.0985) (-0.601495) (0.2046) 

R²=0.9969   2R =0.9922   F=214.4961   n=6 

 
After the model is revised, although the explanatory variables are highly correlated, the 
relevant statistical test indicators, such as the F statistic of the regression equation test and the 
t statistic of each regression coefficient, are highly significant, and all coefficients have correct 
signs. It shows that all these variables together have a significant impact on the level of 
household consumption. 
Heteroskedasticity test: 
The multicollinearity corrected model is then tested for heteroscedasticity: because it is a 
multiple linear regression model, the white test and park test are used to test whether the 
model has heteroscedasticity. The test results are as follows: (The above is the white test, The 
following is the park test). 
 

 
Figure 6. Empirical Analysis Results 
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Figure 7. Empirical Analysis Results 

 
It can be seen from the above two tests that the model has heteroscedasticity. 
Autocorrelation test: 
 

 
Figure 8. Empirical Analysis Results 

 
As can be seen from the graph, the model has no autocorrelation. 

4. Conclusion 

By analyzing the selected variables, and checking and correcting whether the model has 
multicollinearity, heteroscedasticity, autocorrelation, etc., the final model estimation is 
determined as: 
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tŶ = 2769.077+0.01963*X1-0.059369*X2+0.039588*X3 

(2347.129) (0.0179) (0.0987) (0.0213) 
t=(1.1798) (1.0985) (-0.601495) (0.2046) 

R²=0.9969   2R =0.9922   F=214.4961   n=6 

 
The model estimates that, assuming other variables remain unchanged, for every 100 million 
yuan of GDP growth, the average household consumption level will increase by 0.01963 yuan; 
for every 100 million yuan increase in tax revenue, the average household consumption level 
will increase It will decrease by 0.059369 yuan; for every 100 million yuan increase in national 
fiscal expenditure, the average household consumption level will increase by 0.039588 yuan. 
At the same time, it can also be concluded that the gross domestic product (GDP), tax revenue 
and national fiscal expenditure have a significant impact on the consumption level of residents. 

5. Recommendations 

First of all, the economic situation of the whole country has a certain influence on the 
consumption level of residents. The better the economy of the whole country, the higher the 
gross domestic product, the higher the national income, the higher the per capita income, the 
higher the purchasing power, and the higher the consumption level of residents. Conversely, 
the worse a country's economy is, the GDP will decline, and the national income will also decline. 
With the population unchanged, the per capita income will also decline, and the purchasing 
power will decline. consumption levels will also decrease. Therefore, the government should 
vigorously promote economic development, increase GDP, increase national income, and 
ultimately achieve the purpose of raising the level of residents' consumption. Although the 
short-term and long-term impacts of economic growth on consumption are different, in the long 
run, economic growth will promote the development of consumption. Therefore, development 
is the last word. Vigorously developing the national economy and adopting more active 
economic policies can fundamentally improve the consumption level and consumer confidence 
of residents. Judging from China's actual economic data, China's economic development has 
maintained a high level of growth. In 2016, the annual GDP was 74,412.7 billion yuan, an 
increase of 6.7% over the previous year; the annual per capita GDP was 53,980 yuan, more than 
It increased by 6.1% in the previous year. 
Secondly, the state and the government must vigorously promote poverty alleviation policies 
in rural areas, improve the level and capacity of economic development in rural areas, not only 
to solve the problem of farmers' food and clothing, but also to pay attention to how to improve 
the living standard and quality of farmers' families, so as to cultivate in cultural education, 
entertainment , travel and other aspects of consumption hotspots. 
Third, improve the social security system and relieve residents' concerns about consumption 
expectations. The social security system for housing, medical care, and pensions should be 
improved as soon as possible, and the popularity of household savings deposits should be 
gradually weakened. Due to the large gap between the rich and the poor in different regions of 
China, middle- and low-income residents are more dependent on social security. We will 
establish a normal wage growth mechanism and a payment guarantee mechanism for 
enterprise employees, and create conditions for more residents to have property income. Third, 
reform tax policy, strengthen the regulatory role of taxation, protect legitimate income, and 
adjust excessive income. Finally, expand the transfer payments from the government and 
enterprises to individuals, increase the income of low-income people, and gradually reverse the 
widening trend of income distribution gap. 
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Fourth, therefore, starting from the national strategy of “maintaining growth, expanding 
domestic demand, and adjusting structure”, accelerating the improvement of the social security 
system is the basic way to expand consumption. Only after the residents' subsistence materials 
are satisfied in quantity and quality, can they transform from subsistence consumption to 
developmental consumption. 
Fifth, cultivate the consumption hot spots of urban residents and improve the consumption 
structure. It can be seen from the difference in the consumer price index of residents in different 
cities that there is a certain degree of imbalance in the structure of consumption supply and 
demand between different cities and regions. Therefore, appropriate macro-control policies 
should be adopted to stabilize consumption demand and avoid overheating of the local 
economy, leading to excess consumption; to cultivate new consumption hotspots according to 
market demand, and actively guide them to adjust the consumption structure to increase 
domestic demand. 
Sixth, adopt appropriate tax policies and improve the tax system. Since the tax effect has a very 
important impact on enterprises or individuals, the state and the government should carefully 
formulate the scope, types, proportions and policies of taxation. Tax pressure can better 
stimulate domestic demand and optimize and upgrade the consumption structure. 
To sum up, although the consumption level of Chinese residents has been greatly improved this 
year, the growth rate has been slowed by problems such as uneven regional development 
capacity, defective consumption structure, inadequate social security system, and insufficient 
consumer confidence due to aging. At the same time, China's investment rate is higher than the 
consumption rate, and economic development is mainly driven by investment rather than 
consumption. Therefore, the internal driving force of economic growth is insufficient, which 
can easily lead to economic weakness and bottlenecks in development. In view of this, the state 
and the government should issue corresponding macro policies to fundamentally solve the 
problem of unbalanced internal development, improve the consumption structure, cultivate 
consumption hotspots, enhance consumer confidence, and stimulate consumption potential, so 
that China can truly realize domestic demand to stimulate consumption, Achieve sustained, 
rapid and high-level economic growth. 
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