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Abstract

To identify the main factors influencing the growth of urban residents’ consumption in Hunan Prov-
ince, this study uses annual panel data for 14 prefecture-level cities and prefectures from 2014 to
2024 and constructs a two-way fixed effects model with urban residents’ per capita consumption
expenditure as the dependent variable and urban residents’ per capita disposable income, the con-
sumer price index (CPI), and expenditure on social security and employment as the core explana-
tory variables. On the basis of the static benchmark model, a dynamic panel extension including
one-period lagged consumption is further constructed to characterize consumption persistence,
distinguish the short-run and long-run effects of income and other factors, and discuss potential
endogeneity using instrumental-variable (IV) and System GMM approaches. The results show that
urban residents’ consumption and income in Hunan generally increased together, with clear differ-
ences across cities and prefectures. After controlling for city fixed effects, year fixed effects, and
relevant control variables, disposable income has a stable positive effect on consumption expendi-
ture, with an income elasticity of about 2.70. The CPI coefficient is positive but does not reach con-
ventional significance levels, while social security and employment expenditure has a negative but
unstable short-run direct effect. Results from the robust sample and extended model confirm the
stability of the income effect. The findings suggest that increasing residents’ disposable income is
fundamental to expanding urban consumption in Hunan, while maintaining price stability, improv-
ing the perceptibility of social security expenditure, and adopting differentiated regional policies
are also important.
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Table 1. Data sources and processing rules
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Table 2. Sample selection and model use
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Table 3. Definition of variables
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Table 4. Descriptive statistics of main variables
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Table 5. Variance inflation factor test
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Table 6. Regional differences in consumption and income
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Table 7. Two-way fixed effects regression results
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Table 8. Summary of hypothesis testing
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