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The Impact of Retirement Policy on Chinese Residents’ Consumption and Subjective Wellbeing

Wang Xinjun Zheng Chao
(School of Economics, Shandong University, Jinan 250100, P. R. China)

Abstract: The trend of aging is becoming serious, which has greatly increased the number of retir-
ees. The issue of retirement consumption is closely related to the transformation of China’s econom-
ic structure, the welfare level of residents and the retirement policy. The big consumption structure
of the elderly will have a long-term impact on the development of China’s economy. Using the 2011
—-2015 China Health and Retirement Longitudinal Study panel data, this paper exploits the retirement
policy and utilizes the regression discontinuity design (RDD) to investigate the effect of the retire-
ment on consumption and subjective welfare of the residents in China. The results show that retire-
ment has led to a significant reduction of non-durable expenditures by 31. 6%, where work-related
expenditures have decreased significantly by 56.2% ., and household food expenditures have de-
creased by 49. 8%, but leisure entertainment expenditures and health care consumption have in-
creased. The study shows that such fall can be accounted for by drops in goods that are work-related
expenses, food expenses or leisure substitutes. However, retirement has no significant impact on
the remaining non-durable expenditures. The retirement shock has significantly increased the proba-
bility of dissatisfaction by 22. 4 percentage points, so retirement has a negative impact on subjective
well-being. The government should formulate consumption stimulus policies that meet the needs of
the elderly, and improve the consumption welfare and subjective welfare level of the elderly.
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