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Population Ageing Retirement and Consumption:

Is There Retirement Consumption Puzzle in China?

ZHANG Ke-zhong JIANG Qiu-chuan
( School of Management Huazhong University of Science and Technology
Wuhan 430074 China)

Abstract  ‘Retirement consumption puzzle” means that households reduce consumption at the age
of retirement. This paper explores the effect of retirement on household consumption using data from
the China Health and Nutrition Survey. We find that urban households reduce their food
consumption at the age of retirement and home production is not a reasonable explanation for this
drop. Retirement has different effect on household consumption of retirees from private and public
sectors. Retirement has no significant effect on household consumption of retirees from private
sectors while it has significantly negative effect on consumption of retirees from private sectors.
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1989 1991 1993 1997 2000 2004 2006 2009
retire () 0.01 0.10 0.21 0. 41 0.63 0.99 1.08 1.16
adult () 3.16 3.44 3.54 3.42 3.34 3.18 3.77 3.83
age () 39.8 41.1 42.1 43.8 45.2 49.0 47.7 40.3
weight ( ) 49.7 52.4 55. 4 54.9 58.8 60. 5 60.9 60.7
height ( ) 144.9 153. 1 157.7 148.8 156. 8 158.2 158.2  156.4
insu_ rat (%) 0.55 0. 54 0.51 0.43 0. 40 0. 40 0.32 0. 61
ch0_ 5 0-~5 () 0.19 0.18 0. 14 0.09 0.08 0.08 0.09 0. 09
ch5_ 10 5~10 () 0.32 0.20 0. 14 0. 14 0.08 0.08 0.05 0.09
ch10_ 15 10 ~15 () 0.38 0.35 0. 34 0.17 0. 14 0.10 0.08 0.09
ch15_ 18 15 ~18 () 0.28 0.30 0.21 0.25 0.08 0.06 0.09 0. 04
outwk ( 0. 00 0.00 0. 00 0. 04 0. 06 0.11 0.17 0.15
outstd ( 0. 00 0.00 0. 00 0. 07 0.11 0.11 0.10 0. 06
lkcal ) 8.53 9.03 8.94 8.78 8. 68 8.57 8.45 8.43
learbo ( 6.56 7.09 6.96 6.75 6. 64 6.53 6. 40 6.38
Ifat ) 5.08 5.54 5.55 5.39 5.34 5.24 5.09 5.08
Iprotn () 4.91 5.52 5.45 5.32 5.21 5.11 4.99 5.00
N ) 214 239 236 268 327 298 292 247
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o 2 N N
2
A lkeal A learbo A lfat A lprotn
OLS v OLS v OLS v OLS v
Aretire -0.073* -0.023** -0.055% -0.021* 0. 1117 -0.027* -0.064 ™ -0.019™
(-2.548)  ( -2.815) ( —1.864) (-2.364)  ( -2.792) ( -2.528) ( -2.145) ( -2.284)
Aage —0.044™  -0.035* —0.051 % -0.0427*  -0.035" -0.026 —-0.044™*  -0.036™
(-2.999) ( -2.322) ( -3.279) (-2.648)  ( -1.736) ( -1.228) ( -2.797) ( -2.250)
Aage? 0. 029 ** 0. 022 0. 034 0. 028" 0.022 0.015 0. 029" 0. 023
(2.052) (1.537) (2.298) (1.825) (1.134) (0.748) (1.896) (1.489)
Aadult 0. 003 0. 007 0. 006 0.010 -0. 009 -0. 005 0.022 0. 025
(0.128) (0.306) (0.303) (0.469)  ( -0.316) ( -0.166) (0.971) (1.087)
Aweight -0.007" -0.006" -0.009** -0.008** -0. 004 -0.003 -0.006 -0.006
(-1.950)  ( -1.695) ( -2.543) (-2.323) ( -1.031) ( -0.764) ( -1.631) ( —1.455)
Aheight 0. 003 ™ 0. 002" 0. 004 0.003 ™ 0.001 0. 001 0. 003" 0. 002
(2.004) (1.691) (2. 680) (2. 409) (0.734) (0.452) (1.762) (1.539)
Ach0_5 0. 198 ™ 0. 200 ™ 0. 188 0. 191 0. 205 ** 0. 208 *** 0. 192 0. 194 %
(4.414) (4. 483) (4.374) (4.473) (3.166) (3.207) (4.007) (4.063)
Ach5_10 0.103* 0. 113 0. 113 0. 122 0. 084 0. 094 0. 059 0. 067
(2.360) (2.602) (2.625) (2.874) (1. 409) (1.566) (1.303) (1.491)
Ach10_15 0.111*%* 0.103* 0. 129 * 0. 1217 0.089" 0. 082 0.103* 0. 097 **
(2.696) (2.508) (2.846) (2.691) (1.793) (1.627) (2.362) (2.208)
Achl5_18 0.151™ 0. 1357 0. 155 0. 139 0.110* 0.093* 0. 154 ™ 0. 1417
(3.960) (3.375) (3.700) (3.125) (2.280) (1.875) (3.631) (3.142)
Ainsucat2 -0.042 -0.045 -0.019 -0.022 -0.103" -0.107" -0.040 -0.043
(-1.063) ( -1.136) ( -0.424) (-0.502)  ( -1.909) ( -1.946) ( -0.903) ( -0.965)
Ainsucat3 -0.032 -0.026 -0.027 -0.021 -0.052 -0.045 -0.008 -0. 002
(-0.961)  ( -0.741) ( -0.721) (-0.531)  ( -1.133) ( -0.963) ( -0.204) ( -0.056)
Ainsucat4 0.079** 0. 069* 0. 075% 0. 065 0.081" 0. 071 0.109** 0.101*
(2.153) (1.835) (1.817) (1.553) (1.723) (1.472) (2.515) (2.285)
Ainsucat5 0. 151 0. 141 0. 141 0. 130 0.140* 0. 129** 0. 178 0. 169 **
(3.731) (3. 406) (3.048) (2.791) (2.517) (2.299) (3.882) (3.613)
Aoutwk -0.183™  —0.176 ™ -0. 177 -0.171%*  -0.178* -0.171% -0.225™*  -0.220*
( -3.445)  ( -3.263) ( -3.263) (-3.132)  ( -2.480) ( -2.348) ( -3.955) ( -3.823)
Aoutstd -0.165™  —0.164™ -0. 190 -0.189™*  -0.127* -0.125* -0. 177 -0. 176 ™
(-3.793) ( -3.768) ( —4.048) ( -4.065)  ( -2.191) ( -2.153) ( -3.703) ( -3.710)
constant 0. 046 ™ 0. 083 ™ 0.034** 0. 070 ** 0. 062 0. 101 ** 0. 067 ** 0. 098 ***
(3.437) (3.739) (2.524) (2.962) (3.314) (3. 340) (4.453) (4. 143)
Year YES YES YES YES YES YES YES YES
N 1664 1664 1664 1664 1664 1664 1664 1664
Adjust R? 0. 093 0.074 0. 086 0. 070 0. 049 0.036 0. 087 0.076
" p<0.1 ™p<0.05 ™p<0.01 (366 ) ;2. insucat2.
insucat3. insucat4. insucatS 0~0.25. 0.25~0.5. 0.5~0.75 0.75~1
7 3. Year B
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homework, =1 - (5)
Aln( C,) = ag + B retire, + 7y retire,* homework, + I' AX, + &, (6)
o By 0
Y
0 .
366 51 o
3 (6) . OLS
v 0
IV o
Y
(13 » 13 _
”
(e}
3
A lkeal A lcarbo A lfat A lprotn
OLS v OLS v OLS v OLS v
Aretire —-0.053" —-0. 022 -0.034 -0.020™ -0.092* -0.026™ -0.049 -0.019*
(-1.827)  ( -2.715) (-1.100) ( -2.278)  ( =2.295)  ( -2.398) (-1.572) ( -2.216)
Aretire* -0.183™ -0.134 -0.2037*  -0.158 -0.173 -0.175 -0. 146" -0.091
homework (-2.329)  ( -1.351) (-2.679) (-1.624) (-1.514) (-1.229)  ( -1.941) ( -0.911)
YES YES YES YES YES YES YES YES
Year YES YES YES YES YES YES YES YES
Adjust R? 0. 096 0.075 0. 089 0.071 0. 050 0.037 0. 088 0.076
N 1664 1664 1664 1664 1664 1664 1664 1664
2 B
3
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Aretire, = Aretire_s, + Aretire_e, Aretire_s,  Aretire_e,
Aln( C,) = a, + B,Aretire_ s, + B,Aretire_ e, + 'AX, + ¢, (7)
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A lkcal A lcarbo A Ifat A lprotn

OLS v OLS v OLS v OLS v

Aretire_s -0.064" -0.015" —-0.049 -0.014 —-0.099 ™ -0.017 -0.062 -0.012
(-1.763)  ( -1.797) (-1.269)  ( -1.453) ( -2.156) (-1.552) (-1.633) ( -1.380)
Aretire_e —0. 1127 —0. 043 -0.095™ —0. 0427 -0. 147 —0.048™ -0.103™ —0. 041
(-3.011)  ( =-3.072) (-2.563)  ( -2.946) ( —2.650) (-2.468)  (-2.509) ( -2.742)

YES YES YES YES YES YES YES YES
Year YES YES YES YES YES YES YES YES
Adjust R? 0. 094 0. 054 0. 087 0. 050 0. 050 0.023 0. 088 0.058
N 1664 1664 1664 1664 1664 1664 1664 1664

2 B

@ : . http: //news. ifeng. com/opinion/200812/1224_ 23_ 937767. shtml
@ . http:  //politics. people. com. ¢n/GB/1026/11086822. html
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