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Does the Minimum Wage Increase the Consumption of Low-income Population?
A Comparative Analysis of Urban Minimum Wage Households in China
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Abstract: As an important policy to protect the living standards of low-income people and stimulate the
consumption potential of urban low-income households, it is an important research topic to accurately test the
consumption-driven effect of the minimum wage from the perspective of comparative analysis under the
background of realizing common prosperity in China. Using the data of Urban Household Survey in China from
1992 to 2009 and taking households whose per capita income is lower than the local minimum wage as the
research object, this paper examines the actual effects of minimum wage recognition and promotion on the
consumption of low-income households. We find there is a tendency of consumption inhibition in low-income
households, and their consumption is also lower than that of other households with similar income level,
showing significant structural characteristics. Taking the minimum wage regulation in 2004 as the policy shock,
we further test the impact of the minimum wage increase on the consumption of low-income households, and
find the results under different conditions. Compared with families with similar income level, the consumption
of low-income households has not been significantly increased. Compared with all the samples, including
middle and high-income households, the consumption of low-income households has been significantly
improved. The results confirm the consumption inhibition tendency of the minimum wage, and provide a
reference for China’s minimum wage policy and the improvement of low-income households consumption.
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