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Abstract

The histofy of economic development both at home and
abroad demons':trates that consumer demand plays an impor-
tant role in the ‘sttabilization of economic growth. Consequently it
is necessary fo':r a nation to keep a fairly high rate of con-
sumption if it;gwishes to maintain a steady growth of its
economy in the long run. Over the past few years, the prob-
lem of the rate being in decline is increasingly prominent in
China: the ter:t'ninal consumption rate in 2003 had descended
t0 55.5%, and it continued to descend to 53.0% in 2004,
being the IOWCES'E level since the commencement of China’s
reforms and op(_a-ning—up. And the terminal rate of consumption in
developed countries, however, is normally at the level of some
80% while countries in the stage of development like China
maintain the ral::Ee between 65%-70% . Researches show that
the consumptign rate being on the low side is unfavorable to

the stabilization of economic growth and to the virtuous
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circle in national economy; such long term problems as the
wide range of fluctuations in China’s economy and the low
quality of economic growth are closely relating to the decli-
ning rate of consumption. The central government of China
has adopted measures on the basis of financial expansion
policy and monetary expansion policy, which, however,
are less effective than expected so far. Compared to the
demand for investment, the demand for consumption still
remains weak. This treatise, if focused on a single point, is
to expound and prove the basic point that the variation of
consumer behavior conducted by consumers, the main body
of consumption, determines the aggregate demand for con-
sumption and of the alteration of structure of consumption
demand so that they are found to influence the rate of eco-
nomic growth and consequently its quality. Therefore, the
strategic tendency in the conclusion drawn from the research
in this treatise is quite distinctive. That is to say, the key to
stimulating residents’ demand for consumption in order to pro-
pel the growth of economy steadily surely lies in consumer
behavior. In other wo'rds, it will be very difficult to achieve
any desired effects if we do nothing to eliminate the factors
down to the rcot that cause variations in residents’ behavior
of consumption and just place hopes on the power of finan-
cial expansion policy and monetary expansion policy to con-

trol macro-economy. In order to expound and prove this fun-
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damental point of view, this treatise tries to formulate a
hypothesis about consumer behavior in China by means of
analysing the particular features of consumer behavior in
China, and make a further analysis of the variation of con-
sumer behavior that brings about consequent effects on the
aggregate demand of consumers and on the structure of this
demand, as well as the effects on the growth of economy,
in order to interpret the causes of China’s economic growth
and vibration by analysing the alterations of consumer
behavior. The creative contribution made in this treatise are
presented in four aspects as follows: (1) Some revisions to
the Western precautionary saving (or consumption) theory
by setting forth a hypothesis about the indefiniteness of
expenditure particularly relating to the characteristics of
consumer behavior, and an examination of the hypothesis
by means of appositive analysis; (2) A measurement of income
gap (Gini coefficient) between urban residents (1990-2003)
on the basis of the statistic data about the group analysis of
urban residents’ income issued by the State Statistical bureau,
and a quantitative analysis of the relationship between the
income gap and the consumer demand of urban residents;
(3) A research based on authentic proof concerning the impact
of current restraints upon the consumer behavior of urban
residents and a measurement of the influential degree in

terms of current restraints; (4) A systematic analysis of the
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impact of variations in consumer behavior upon consumer
demand, and a research into its consequences to the macro-

economy.
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