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“Retirement-Consumption Puzzle” ; Theoretical and

Empirical Analysis Based on Food Consumption in China
Yuan Ming & Bai Junfei
(College of Economics and Management, China Agricultural University)

Abstract: Based on Becker’s household production and consumption theory, we first develop a
framework to understand the impact of retirement on food consumption. Then, we empirically
examine the “retirement-consumption puzzle” using data from the China Health and Nutrition Survey
(CHNS). In busting the myth, our results show that income change due to retirement does not
significantly reduce food expenditure after controlling for opportunity cost. This study further reveals
that the time opportunity cost reduces food expenditure in two ways. First, the retirees are able to
spend much longer time shopping around and finding cheaper food. Second, the retirees are willing
to save money by cooking food at home instead of dinning outside or purchasing takeout food.
Keywords: retirement-consumption puzzle, time opportunity cost, food consumption, permanent
income hypothesis
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