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The Impacts of Population Dependency Ratio on Household Consumption in China:
An Empirical Analysis Based on the Life-cycle Hypothesis

LUO Guang-giang XIE Wei-wei
( School of Economics Hunan Agriculture University Changsha 410128  China)

Abstract: Why household consumption rate in China showed a declining trend in recent years?
Based on Life-eycle Hypothesis this paper answered the question with a household consumption
model which included the population dependency ratio variables. The results of empirical analysis on
Chinese provinces panel data from 2001 to 2011 showed that: the child dependency ratio had a
significant positive impact on household consumption rate while the elderly dependency ratio had a
significant negative impact on household consumption ratio; in another words the lower the child
dependency ratio was and the higher the elderly dependency ratio was the lower the household
consumption rate would be. Therefore improving China’ s population structure and meeting the

elderly consumption demand is an important way to promote the effective growth of domestic demand
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in China.
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