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(ABAH=FES)
The Study on Sustainable Economic Development Based on
Consumption Downgrade in Macau
E5/M FEn iTER =X

Abstract

Introduction: Since the beginning of the epidemic, China's consumer confidence
index has been unstable. It has shown a downward trend several times, and it dropped
sharply in January 2022. It has been at a low level throughout 2022, and it did not rise
slightly until 2023. But it has still not returned to pre-pandemic levels. Consumption
is an important engine to stimulate economic growth, enhance people's sense of
happiness, and stabilize social operation. It is essential for understanding the
mechanism of consumption downgrading. Prior to this, many scholars had analyzed
the reasons for consumption downgrade from the perspective of macro factors.
Therefore, for this study, we hope to provide a new research possibility from a micro
perspective, explore whether consumption downgrade occurs and the reasons for it
from a personal perspective, and finally explain clearly the problems in today's society
based on the research results. The current situation of consumption downgrade is
provided, and corresponding opinions are provided to provide reference for

stimulating consumption and promoting consumption and economic development.

Method:This study employs literature review, collect surveys from Macau residents
and use Structural Equation Modeling (SEM) to explore the correlation between
consumer trust and consumption downgrades, hoping to solve the reasons for
consumption downgrades and put forward corresponding suggestions. In literature
review, we synthesize the definitions of consumption downgrading from previous
scholars. Furthermore, this report also utilized Maslow's Hierarchy of Needs and
the concept of Consumers' Utility Maximization on the Indifference Curve to
explore theories about Consumer's Choice, and discussing the perspective of trust
in consumer behavior. A survey among Macau residents was conducted, and data
were analyzed using Structural Equation Modeling (SEM). The SEM model
assessed effects of economic environment and social trust on consumption
downgrades, incorporating observed variables such as personal income changes,
consumer expectations, and consumption habits. Demographic variables were also

included to account for individual differences.

Result:We first conduct reliability and validity analysis on the survey results



associated with three variables. With the Cronbach's Alpha value of 0.75, it can be
inferred that the questionnaire items are moderately reliable and measure the construct

with a satisfactory level of consistency.

Meanwhile, we conducted a Pearson correlation analysis between the dimensions of
social trust, economic environment and consumption degradation and found some
relationship between them. All four social trust variables (stll, st12, st13, st14, and
st2) show negative correlations with consumption downgrade variables (cd1 and cd?2).
The correlation coefficients range from -.319 to -.439, indicating moderate to strong
negative associations. These correlations suggest that higher levels of social trust are

associated with a lower likelihood of consumption downgrade.

In the SEM analysis, the economic environment is positive with social trust(3.457)
at a significant level. Additionlly, the economic environment had a negative
relationship with consumption downgrades. In other words, the better economic
environment may cause a lower impact on the consumption downgrade. From the
result of SEM model, it is evident that there is a significant correlation among the
dimensions of the variables. It is unfortunate to note that some of the P-vlaue is larger
than 0.05 indicating that the model data generated is not ideal and hypotheses 2, and 3
are not supported while H1 is supported.

Conclusion: As Macau depends on tourism and gaming industries, the economy has
been damaged by the pandemic blockade. While the government had been persisting
to mediate between different industries and employees, especially subsidizing the
companies, protecting employees and decreasing government budgets. By now, the
economy had been recovering generally, while social expectations about the economy
are negative instead of positive. Our study finds that although disposable income has
been increasing annually, its growth rate declined during the pandemic, leading to a
decline in consumer and social confidence; observing that the rise in savings rates
indicates a preference for saving over spending, resulting in reduced consumption
levels; showing that a negative correlation between downgrading consumption
behavior and the economic environment, suggesting that as economic conditions

improve, such behavior decreases.

In terms of correlation analysis, we have found out the medium mediation effect of
trust on consumer behavior in recent economic environment correlations. The housing
expenditure and luxury consumption had been reduced even with the high degree of
trust, such as property investment and cars. However, the daily consumption, culture

and entertainment consumption did not change much in both the amount and



structure. The limited dimensions of the study may have affected the correlations found
among social trust, economic environment, and consumer downgrade. A few
recommendations are conclude, including guaranteeing the income of low-income

groups and improving their consumption ability.

The government should consider more aggressive policies, like an equal employment
plan, training program, and premium industry conditions. With the social institution of
steady development in industries, low- and middle-income earners are willing to
increase propensity to consume. For constructing a consumption environment with
high social trust, the companies should undertake more social responsibilities to
establish a good reputation and promote emotional trust of customers. Protecting the
ecological balance, improving consumer infrastructure, and enhancing government

management efficiency is also important.

Keywords: post-pandemic era, consumption downgrade, consumption

cognition, social trust
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