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Expanding Domestic Demand and Forming a Virtuous Circle of Consumption and
Investment Mutually Reinforcing

FANG Fu-qian' XIA Jie-chang® YANG Ru-dai* MAO Zhong-gen* LIU Chang-geng™¢
(1. School of Economics, Renmin University of China; 2. Institute of Financial Strategy, Chinese Academy of
Social Sciences; 3. School of Economics, Peking University; 4. Research Institute of Western China Economics,
Southwestern University of Finance and Economics; 5. Business School, Xiangtan University; 6. School of

Economics, Hunan University of Finance and Economics)

Abstract: The Central Economic Work Conference in December 2023 emphasized that efforts should be
made to expand domestic demand, stimulate potential consumption, expand beneficial investment, and form a
virtuous cycle of mutual promotion of consumption and investment. To revitalize household consumption in
China, we need to work on both sides of supply and demand, achieve coordinated progress in reform and policy,
promote consumption of all households and consumption of key low-income groups such as farmers, and adhere to
the combination of short-term consumption promotion and long-term consumption promotion. To promote the
recovery and upgrading of consumption, we need to stabilize income expectations and increase consumption
capacity. Optimize the consumption environment and improve the consumption conditions; Expand consumption
formats and innovate consumption scenarios; Encourage new types of consumption and enhance the vitality of
consumption; We will improve the rural consumption environment and unleash rural consumption potential. To
promote the balance between supply and demand, it is necessary to realize the transformation from
investment-oriented development ideas to income and consumption-oriented development ideas. A specific
institutional key is to guide the tax system design to realize the transformation from production oriented to
consumption oriented, and evaluate enterprises through the effect of consumers’ “voting with their feet” to truly
improve investment efficiency and enterprise competitiveness. We will achieve balanced development of
investment and consumption. Digital consumption is the coupling of digital technology and consumption behavior,
covering the consumption objects dominated by digital commodities and digital commodities, reflecting the new
characteristics of consumption development and new changes in social relations in the era of digital economy. To
promote the development of digital consumption, we should focus on sinking and expanding the market, give play
to the leading role of digital consumption in production, strengthen anti-monopoly supervision of digital platforms,
and promote the construction of digital consumption systems. China’s rural household consumption gap is smaller
than the gap between income and assets, low-income households have a higher propensity to consume, and the
consumption structure is generally more reasonable. To effectively release the consumption potential of rural
households, we should focus on three aspects: Accelerating the modernization of agriculture and rural areas, and
improving the consumption capacity of rural households; Continue to improve the social security system and
reduce the living cost of rural residents; Promote the transformation of rural customs and habits and form a healthy
rural consumption environment.

Key Words: Expanding Consumption; Consumption Upgrading; Consumption-oriented Tax System; Digital

Consumption; Rural Household Consumption
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