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Abstract

Since the reform and opening up, China's economic development
has achieved remarkable results, but it is undeniable that there is an
imbalance in the development of the three major drivers of economic
growth, namely, investment, consumption and export, and there is an
urgent need to rely on the power of internal consumption demand to
promote China's economic development. Many theoretical studies have
proved that among the many factors affecting consumption expenditure,
income is the determining factor for consumption, and social security has
an income-like nature. Thanks to years of sustained efforts, China's urban
and rural residents have successfully realized comprehensive coverage of
pension insurance, medical insurance and minimum living standard
security systems. In the new stage of maturing social security system,
social security expenditure has become an important means and path to
promote the investment of human capital, and the accumulation of human
capital can lead to the optimization and upgrading of consumption
structure. Based on this background, this study focuses on the impact of
social security level on residents' consumption and examines the role of
human capital in this process, which is of strong practical significance.

In order to clarify the impact of social security level on urban and

rural residents' consumption expenditures, this paper, based on the



=N 3 e VA9 Ak 2 ORERE KT XTI 2 Je B 2% (¥ 52 i 7T

existing literature, selects the panel data of 31 provinces (municipalities
and autonomous regions) for the period of 2011-2021, and focuses on the
urban-rural differences, constructs a fixed-effect model, and selects the
overall consumption expenditures of urban and rural residents and its
subdivided types as the explanatory variables for further exploration on
the premise of absorbing and learning from the relevant research results.
In addition, the path of social security level affecting residents'
consumption expenditure is analyzed by using the mediation effect model,
with human capital as the mediating variable.

The conclusions of this paper are as follows: (1) With every one-unit
increase in the level of social security, both urban residents' consumption
expenditure and rural residents' consumption expenditure increase
significantly. Comparing urban and rural residents, it can be found that
the social security level promotes the consumption expenditure of rural
residents stronger than that of urban residents. (2) Dividing residents'
consumption into specific consumption categories, for urban residents, as
the level of social security rises, urban residents' marginal propensity to
consume is higher in developmental and enjoyment-type consumption
such as services, medical care and transportation and communication. For
rural residents, their consumption tendency 1s ranked as
services>housing>transportation and communication>education>medical

care>clothing>food, and the development and enjoyment consumption
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tendency is greater than the survival consumption. Therefore, it is verified
that the improvement of social security level is conducive to optimizing
residents' consumption structure and promoting residents' consumption
upgrading. (3) When analyzing the path of social security affecting
residents' consumption, it i1s found that there is a conduction path of
“improving social security level - rising human capital level - increasing
residents' consumption expenditure”. Based on the above conclusions,
this paper puts forward the following suggestions: (1) narrow the gap
between urban and rural areas in social security and improve the fairness
of the system; (2) improve social security policies and promote the
accumulation of human capital; (3) narrow the gap between urban and
rural incomes and promote the coordinated development of urban and
rural areas; and (4) develop the consumption market for the elderly and

accelerate the development of the elderly industry.

Keywords: social security, urban-rural residents' consumption, interm

ediary effect, human capital
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