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China’s Challenge with Growing Domestic Consumption in 2025

Boosting domestic consumption is the Chinese government’s top priority for 2025. However, this
remains a difficult challenge, partly due to slowing wage and disposable income growth during
China’s fragile post-pandemic recovery.
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Source: Nafional Bureau of Staistics of China, ANDAMAN PARTNERS Analysis. Note: Average wage growth data only available fill 2023.

In early March 2025, Premier Li Qiang stated at China’s annual parliamentary gathering, the
“Two Sessions,” that boosting domestic consumption is a top priority for 2025. A few weeks
later, the government announced a 30-point action plan to stimulate consumption via investment
and fiscal and credit support, with pledges to stabilise the property and stock markets.

The government has been attempting to boost domestic consumption via direct policy measures
since at least 2008, when the Global Financial Crisis starkly illustrated growth risks mainly
based on investment and exports. The global disruptions of the COVID-19 pandemic further
exacerbated these risks.

Yet, boosting consumption has proved to be a serious challenge. Although household
expenditures have increased, e-commerce has boomed and the services sector has expanded,
consumption’s share of China’s GDP remains low at 39%, compared to over 60% in advanced
economies.

Why is boosting consumption proving so challenging for China? In the last few years, the
answer to this question is partly related to slowing wage and disposable income growth amid a
fragile post-pandemic recovery:


https://www.chinadailyhk.com/hk/article/606245
https://www.scmp.com/news/china/article/3302590/china-unveils-30-point-toolbox-lift-consumption
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¢ Slowing urban wage growth: Between 2014 and 2019, urban wage growth averaged
around 9-10% YoY. Amid the COVID-19 pandemic in 2020, wage growth dropped to
7.6%, then slipped below 7% in 2022 and below 6% in 2023. Such slowing wage growth
dampens household purchasing power.

¢ Slowing disposable income growth: Disposable income growth peaked in 2017 at
8.1% YoY. In the COVID-19-hit 2020, disposable income growth dropped to 3.8%, the
lowest level in decades, and has remained below 5% since 2022.

e Price deflation: The Consumer Price Index averaged below 3% YoY growth over the
past decade. In 2020 and 2021, inflation fell below 2%, reflecting subdued consumer
demand. By 2023 and 2024, inflation had dropped to almost zero, raising concerns
about deflationary pressures, which could affect long-term spending plans.

Slowing wage and income growth and near-zero inflation present significant headwinds for the
government’s efforts to boost domestic consumption. They also undermine the core
mechanisms by which government policies boost domestic consumption. Without stronger
income expectations, households are reluctant to spend, slowing China’s transition towards
consumption-led growth.

ANDAMAN PARTNERS supports international business ventures and growth. We help launch
global initiatives and accelerate successful expansion across borders. If your business,
operations or project requires cross-border support, contact connect@andamanpartners.com.
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