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Price of Housing and Household Consumption Inequality

Wang Wei Shen Jie Wang Wenpeng
(School of Public Economics and Administration, Shanghai University of Finance
and Economics, Shanghai 200433, P. R. China;
Shanghai Key Laboratory of Financial Information Technology, Shanghai University
of Finance and Economics, Shanghai 200433, P. R. China;
ICBC-AXA Life Insurance Company, L.td, Shanghai 200120, P. R. China)

Abstract: Is the rising house price an important reason for the rise of consumption inequality in
China in recent years? This paper theoretically analyzes the influence mechanism of house price on
the inequality of consumption. Based on the micro data of 115 prefecture level cities in China, this
paper makes an empirical study and draws the following conclusions: (1) Whether Gini coefficient or
Theil coefficient is used as a measure of consumption inequality, the rise of house price increases the
level of consumption inequality. (2) There are regional and urban heterogeneity in the impact of
house price on the household consumption inequality. From the perspective of regional differences,
the rise of house price has the greatest impact on the consumption inequality of residents in the east,
followed by the central and eastern regions; and from the perspective of city level, the rise of house
price has the greatest impact on the inequality of residents’ consumption in the first and second tier
cities, while the impact on the third and lower tier cities is relatively weak. (3) The analysis of
intermediary mechanism shows that the rise of house price mainly improves the inequality of
consumption through wealth effect, preventive saving effect, budget constraint effect and confidence
effect, the liquidity constraint effect of rising house prices is not an effective transmission mechanism
to affect the inequality of consumption. This paper provides a new perspective to understand the
changes of the inequality of consumption.

Keywords: Price of housing; Consumption inequality; Transmission mechanism
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