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Investing in People to Drive the Expansion and Upgrading of
Service Consumption: Mechanisms, Dilemmas and Approaches

LIU Hui', WANG Lei’, WANG Kejia'

(1. Faculty of Applied Economics, University of Chinese Academy of Social Sciences, Beijing 102488, China;
2. School of Management, Guangzhou College of Commerce, Guangzhou 511363, China)

Summary: As China’s economic development enters a new stage characterized by structural transformation and shifting
demand patterns, the marginal effect of stimulating goods consumption has gradually weakened. In contrast, service
consumption, owing to its long-term, structural, and welfare-enhancing characteristics, has emerged as a crucial growth pole
of domestic demand expansion and high-quality growth. Education, healthcare, eldercare, childcare, culture, and sports not
only constitute major components of service consumption but also serve as core channels of investing in people. Against this
backdrop, this paper examines how investing in people can be transformed into endogenous momentum for the expansion
and upgrading of service consumption.

Drawing on the theoretical logic of the “flywheel effect”, the study develops an analytical framework that
conceptualizes investing in people as comprising two interrelated dimensions: human capital investment and
people-centered public service investment. Within this framework, four transmission mechanisms are identified. Based on
this framework, the paper further analyzes structural constraints that hinder the expansion and upgrading of service
consumption. These include time lags in the conversion of human capital investment into observable consumption growth,
mismatches between public service supply and the needs of low- and middle-income groups, shortages and uneven
distribution of creative talent, and lagging institutional arrangements in emerging service sectors.

To address these challenges, the paper proposes a multi-level policy agenda. At the strategic level, investing in people
should be incorporated into a medium- and long-term framework for expanding service consumption, promoting coordinated
advancement between investment in physical assets and investing in people. At the supply level, the regional and
hierarchical allocation of public service resources should be optimized to enhance accessibility and usability of services at
the grassroots level and facilitate service consumption among low income and middle income groups. At the factor level,
reforms should strengthen general-vocational integration, industry-education integration, and lifelong learning systems,
thereby improving the supply of creative and high-skilled service talent. At the institutional level, it is crucial to accelerate
the development of access regulations, service standards, and liability boundaries in emerging service consumption sectors
and improve the credit evaluation and the protection systems of consumer rights and interests to stabilize expectations,
enhance trust, and amplify the multiplier effect of policies.

The study’ s main contribution lies in integrating investing in people and the expansion and upgrading of service
consumption within a unified endogenous cycle framework and clarifying the cumulative interaction among capabilities,
expectations, supply quality, and consumption scenarios, thereby providing feasible institutional and supply-side pathways
for a policy system aimed at expanding domestic demand through service consumption.

Key words: investing in people; service consumption; expansion and upgrading
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