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Why Doesn’t Urbanization Increase China’s Consumption Rate

—An Explanation Based on the Semi-urbanization Rate

Y1 Xingjian ZHOU Li ZHANG Hao
(Guangdong University of Foreign Studies, Guangzhou, China)

Abstract In China, the increase in the urbanization rate has not led to the rise in household consumption rate.
Driven by this observation, starting from the two stages—“migration” and “transformation”—in the process of urban-
ization, this paper empirically examines the effect of semi-urbanization rate on the consumption rate of urban residents
using the provincial panel data and micro data from CFPS. The results show that the level of semi-urbanization has a
significantly negative impact on both the consumption rates of urban residents as well as urban and rural residents to-
gether. After controlling income of urban residents and the urbanization rate of the long-term residents, the level of
semi-urbanization has negative effect on per capita consumption of urban residents. For urban residents, after control-
ling the urbanization rate, the increase of the semi-urbanization rate caused by “migrant workers” moving from rural
areas to cities will significantly hamper urban residents’ propensity to consume. In addition, in regions with low hous-
ing prices., the semi-urbanization level has no significant impact on the consumption tendency of urban residents. While
in regions with high housing prices, the semi-urbanization level plays an important role in suppressing the consumption
willingness of urban residents, especially for those with urban household registration. Therefore, in order to inspire
the consumption potential of Chinese residents, policies should be exerted to promote the new urbanization strategies,
accelerate the process of transforming “migrant workers” to urban residents and reduce the level of semi-urbanization.

Keywords Semi-Urbanization; Household Consumption; Hukou Conversion Rate; Citizenization of Migrants
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