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Research about Xi’an Urban Residents Consumption Function based

on Absolute Income Hypothesis
YE Wen—xian
(School of Financial and Accounting, Shanxi International Commercial College, Xianyang712046, China)

Abstract:The income and consumer spending of residents in Xi “an city are studied in the paper. The absolute
income hypothesis consumption function model is established. Then, data stationarity test, co—integration test and
causality test, economic forecasts are implemented. The error correction model is also built through the empirical analy—
sis. It is found that there is a high positive correlation between the disposable income and consumption expenditure of
residents in Xi‘an. It shows that the disposable income is an important reason leading to the changes in consumer
spending; every 1% increase of substantial incomes will make actual consumption increase 0.885276% . When the
short—term fluctuation deviates from the long—term equilibrium, —0.629745 adjusting intensity can pull it back to a state
of equilibrium. According to the results of the regression forecast, disposable incomes between 2014 to 2017 are as fol-
lows: 36574 yuan, 40070 yuan, 43566 yuan, 47061 yuan; consumer spending are 25960 yuan, 28145 yuan, 30308
yuan, 32451 yuan accordingly.

Key words: urban residents; consumption function; error correction model; co—integration test
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