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A Political Economic Analysis of Consumption and Savings

Collaterally Study on China’s Consumption — Savings Policy
Chen Xiang — guang
( School of Economics Renmin University of China Beijing 100872)

Abstract: The prevailing consumption — savings theory attributes the determinants of consumption and sav—
ings only to income. However whether it is absolute income determinism relative income determinism or per—
sistent income determinism it ignores the basic fact that consumption is also the reproduction of labor force.
Since the reproduction of labor force is not considered and the decision of consumption and savings is regar—
ded as irrelevant to production and reproduction the explanatory power of these theories to reality is underesti—
mated. Different from western economics Marxist economics holds that consumption is an important link in
the process of social reproduction and consumption is also the important process of labor force reproduction.
Therefore it cannot be separated from the production and reproduction of labor force to explain the decision of
consumption and savings. This paper examines the relationship between household consumption and savings
and labor force reproduction from the perspective of political economy gives a new explanation for the decision
and change of household consumption savings and analyzes the distortion of household consumption and sav—
ings behavior caused by the excessive growth of labor force reproduction costs in light of China’s reality dis—
cusses the policy to eliminate this distortion and guide a reasonable consumption and savings.
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