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Abstract: Based on the data from Chinese Family Panel Studies (CFPS), this study uses the Tobit model to empirically
analyze the influence of financial literacy on family cultural consumption. This study found that the average financial literacy
level of Chinese residents is still relatively low. The improvement of their financial literacy would help enhance the household
cultural consumption expenditure. From this study, it is recommended that there should be an improvement in the cultural
consumption of Chinese families and their quality of life by targeting financial education, raising the income level of residents,

and stimulating the residents’ cultural consumption willingness.
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1. Introduction

As economic development transitions into the new normal, consumption has become the impetus for the
economic growth in China. As a new consumption format, cultural consumption plays an important role in
meeting people’s needs for a better life and promoting economic growth ¥, In recent years, although the
absolute expenditure of Chinese residents in terms of cultural consumption has increased substantially, its
growth rate has been declining. The proportion of cultural consumption in per capita GDP has shown a
trend of first, rising and then, falling. In this context, many scholars have carried out research on the
influencing factors of cultural consumption, of which most of them have been attributed to the macro and
micro levels. As an important human capital, financial literacy plays an increasingly important role in the
consumption decision-making process . The differences in financial literacy among urban and rural
households, as well as families in eastern, central, and western regions, are obvious. Therefore, studying
the influence of financial literacy on family cultural consumption in urban and rural households as well as
the heterogeneity in eastern, central, and western regions are of profound significance to the growth of the
economy in China.

2. Literature review

The economic research on cultural consumption can be traced back to the nineteenth century. Veblen
proposed that cultural consumption is a “conspicuous consumption” and recognized the positive correlation
between cultural consumption and income . Since then, scholars have carried out much research on the
role of cultural consumption in the economy and society. Research on the relationship between residents’
income level and cultural consumption has shown that there is a positive correlation between the two 221,
Whether it is consumption or cultural consumption, income is the most decisive factor. In addition, many
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scholars have conducted research on the influencing factors of cultural consumption from different factors
and perspectives. The consumers’ educational level, residents’ educational expenditures, and policy
tendencies all have an impact on cultural consumption ®®1. A number of scholars have also analyzed the
impact of urban residents’ household registration differences, government public cultural expenditures, and
other factors on cultural consumption 671,

With the development of digital economy and the advancement of science and technology, financial
literacy is an important human capital (Delavande, 2008). Its important role in the economy and society has
increasingly become the focus of attention. However, research has shown that on the whole, the financial
literacy level of residents in all the countries around the world is relatively low, and they lack basic financial
knowledge 91, Regarding the important role of financial literacy, it is mainly manifested in its impact on
the family and social levels (0131,

By combing the relevant literatures at home and abroad, it can be appreciated that there is not much
research on the influence of financial literacy on family cultural consumption. Therefore, this study draws
on existing research in the field of financial literacy and cultural consumption to explore the mechanism of
action between financial literacy and family cultural consumption.

3. Data, model, and variable description
3.1. Data source and description

The data used in this study are based on the Chinese Family Panel Studies (CFPS) conducted by the Institute
of Social Science Survey of Peking University. Since CFPS (2014) has a financial knowledge module, it is
convenient to measure the variables in this study. This module has been removed from the database of
CFPS over several years, so this study has chosen the database of CFPS (2014).

3.2. Model setting

In the sample households, since the cultural and entertainment expenditures of many households are zero,
simply using the least squares method to estimate the results of the multivariate OLS model will produce
large deviations. Therefore, this study has adopted the Tobit model to estimate the impact of financial
literacy on cultural consumption. The basic model is as follows:

{CCL =y + aiFKi +BX1 + U
CC* = max(0000) ey

Equation (1) is the intercepted Tobit model. The error term is independent and obeys a normal
distribution; among them, represents the cultural consumption of family i, which represents the part of
family cultural consumption greater than 0. FK refers to financial literacy, and X refers to the control
variables.

3.3. Variable explanation and description
3.3.1. Explained variable

The explained variable is cultural consumption (CC). This study referred to the practice of Zeng Yanping
and other scholars [, selected data on household cultural and entertainment expenditure, household net
income, and total household expenditure from the CFPS database, and used household cultural and
entertainment expenditure as a percentage of household net income. The ratio CC1 and the ratio of cultural
and entertainment expenditure to the total household expenditure, CC2, were used as proxy variables of
cultural consumption, and the benchmark regression was performed.
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3.3.2. Core explanatory variables

This study divided financial literacy into knowledge-based financial literacy and skill-based financial
literacy, denoted as FK1 and FK2, respectively. Knowledge-based financial literacy includes four aspects:
investment product description, fund description, wealth management product description, and stock
market function description. A score of 1 was assigned for each correct answer, and no scores were given
for wrong answers or if the respondents did not know the answer. Skill-based financial literacy includes 9
aspects: paying attention to financial status, formulating long-term financial planning, subjective feelings,
subjective tendencies, financial income and expenditure management, consumption patterns, choosing
financial product models, bookkeeping habits, and difficulty in fundraising, which are completely
inconsistent to complete compliance. Scores from 1 to 5 were assigned, respectively.

Drawing from the practice of various scholars, such as Yin Zhichao 4, and using principal component
analysis to construct financial literacy indicators, this study used principal component analysis to extract
common factors: two principal components from knowledge-based financial literacy, and four principal
components from skill-based financial literacy. The cumulative variance of the original variables that can
be explained is more than 60%. When calculating factor scores, this study multiplied each factor by the
corresponding variance contribution rate to obtain the comprehensive factor scores of FK1 and FK2.

3.3.3. Control variable

In addition to the above variables, this study also included a set of control variables that may affect family
cultural consumption, specifically family characteristic variables (per capita net income and per capita
financial assets) and personal characteristic variables (gender, age, marital status, education, and household
registration type). In terms of family characteristics, in order to avoid heteroscedasticity, the logarithm of
per capita net income and per capita financial assets were recorded as Inincome and Inasset, respectively.
In terms of personal characteristics, gender was recorded as sex; according to the gender of the respondents,
male was assigned a value of 1, female was assigned a value of 0; age was recorded as age, and the age of
the respondents was calculated based on the year 2014; the marital status was recorded as marriage; those
unmarried were assigned a value of 0, while those married or widowed were assigned a value of 1; education
was recorded as education; those with high school education were assigned a value of 1, while those below
high school education were assigned a value of 0; the type of household registration was recorded as urban;
a value of 1 was assigned for non-agricultural household registration and O for agricultural household
registration.

4. Empirical test

First, financial literacy was used to make a benchmark regression on the residents’ cultural consumption
variables. As can be seen from columns 1-4 in Table 1, after adding the control variables, the marginal
coefficient of both knowledge-based financial literacy and skill-based financial literacy is significant at the
1% level, indicating that financial literacy can promote the cultural consumption of Chinese households.
Looking at columns 5-8 in the table, it can be seen that the marginal coefficients of knowledge-based
financial literacy and skill-based financial literacy are significant at the level of 1% and 10%, respectively,
after adding the control variables, again indicating that the improvement of residents’ financial literacy can
drive the cultural consumption in China to a higher level. The possible reasons are as follows: first, in recent
years, China’s financial market has been booming, and people have begun to purchase financial products
for financial planning rather than just depositing in banks to earn interest; with the gradual improvement of
people’s financial literacy, it has effectively prevented financial fraud and promoted the borrowing behavior
of Chinese residents, which in turn result in asset appreciate and the improvement of residents’ cultural
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consumption ability; second, with the improvement of the country’s economic level and people’s living
standards, people has begun to pursue spiritual consumption instead of simple material consumption, thus
increasing the willingness of Chinese residents for cultural consumption. Taking into consideration of the
above two points, the improvement of financial literacy has enhanced the cultural consumption level of
Chinese residents to a large extent.

Among the family-level control variables, the marginal coefficient of the logarithm Inincome of the
family’s per capita net income is different in the regression of CC1 and CC2. In CCI regression, the
coefficient is negative. The reason may be that the explained variable is the proportion of entertainment
expenditure in the household net income, so the influence of the increase in household net income per capita
on the explained variable is biased; the marginal coefficient of CC2 is positive, indicating that the increase
in per capita net income can promote cultural consumption. The coefficients of household financial assets
Inasset are all significantly positive at the level of 1%, indicating that households having more financial
assets can promote the level of cultural consumption as more financial assets may bring higher income to
residents, thus increasing the cultural consumption expenditure.

Among the control variables at the individual level, the marginal coefficients of gender are not
significant in CC1 and CC2 regressions. It can be seen that gender does not have a particularly significant
impact on the residents’ cultural consumption. The coefficient of age in the regression is significantly
negative at the 1% level, indicating that younger residents have a higher cultural consumption demand,
which helps to increase the family’s cultural consumption, while older residents have backward
consumption concepts and cultural consumption. The low demand limits the growth of cultural
consumption. This verifies the research conducted by Zeng Yanping and Liu Xia . The coefficients of
marriage are all significantly positive but with low significant levels, indicating that the influence of marital
status on cultural consumption is not very obvious. The mechanism of this variable’s influence on cultural
consumption can be explained by most residents after getting married. A relatively stable family and the
gradual improvement in living standards have made them pay more attention to cultural consumption on
the spiritual level. The coefficient of the household registration type is not significant, indicating that urban
household registration can promote cultural consumption to a certain extent, but the influence is minimal.
This is because there is a huge gap between urban and rural areas in the country in terms of their income
levels, education level, and consumption concept. The phenomenon of large-scale rural population
migration has already improved.
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Table 1. Benchmark regression results

The ratio of entertainment expenditure to household

The proportion of entertainment expenditure to total

Variable net income, CC1 household expenditure, CC2
1) ) ®) (4) (©) (6) () (8)
FK1 0.9010***  0.0486*** 0.0083***  0.0047***
(0.1401) (0.0137) (0.0007) (0.0009)
FK2 1.2245***  (0.0610*** 0.0088***  0.0032***
(0.1637) (0.0168) (0.0008) (0.0011)
. -0.0423*** -0.0427*** 0.0032***
Inincome 0.0031***
(0.0083) (0.0083) (0.0006)
(0.0006)
0.0360*** 0.0346*** 0.0015*** 0.0015***
Inasset
(0.0048) (0.0049) (0.0003) (0.0003)
cex 0.0026 0.0037 -0.0002 -0.0002
(0.0137) (0.0137) (0.0009) (0.0009)
ade -0.0017*** -0.0017*** -0.0001*** -0.0001***
g (0.0005) (0.0005) (0.00003) (0.00003)
) 0.0291* 0.0267* 0.0014* 0.0015*
marriage
(0.0233) (0.0233) (0.0015) (0.0015)
educatio 0.0287** 0.0297** 0.0023** 0.0025***
n (0.0146) (0.0145) (0.0009) (0.0009)
urban -0.0008 0.0033 0.0004 0.0008
(0.0176) (0.0175) (0.0011) (0.0011)

Note: The numbers in parentheses are standard errors; *, **, *** indicate that the results are significant at the level of 10%, 5%,
and 1%, respectively.

5. Conclusion and policy recommendations

Based on the family economic data from the Chinese Family Panel Studies (CFPS) in 2014, this study used
the Tobit model to empirically analyze the impact of financial literacy on family cultural consumption. This
study found that the improvement of residents’ financial literacy can drive the country’s cultural
consumption level. There are several policy recommendations pertaining to this field.

First, it 1s necessary to increase investment in financial education and give full play to the role of
financial literacy in promoting cultural consumption. Providing a stable source of funds for financial
education by increasing financial investment in financial literacy education, incorporating financial
education into the national development strategy layout, and carrying out financial education through
multiple channels would be beneficial as well.

Second, effective government control measures should be formulated to increase the income level of
residents. The government should increase the disposable income of residents by raising the minimum wage
standard, establishing a wage increase mechanism, increasing transferable income, and improving the social
security system to increase the residents’ disposable income, thereby increasing their cultural consumption
ability.

Third, it is also important to optimize the cultural consumption environment and stimulate the
willingness of the residents for cultural consumption. Creating a good social and cultural environment,
making good use of the development of internet technology, providing residents with a variety of high-
quality cultural products in various forms, increasing residents’ cultural consumption willingness from the
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perspective of cultural service supply, and stimulating cultural consumption expenditure would be
beneficial.
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