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Does the Development of Digital Financial Inclusion
Narrows the Urban-rural Income Gap?
——Concurrently Discuss the Synergistic Effect between Digital Financial

Inclusion and Traditional Finance in Rural Area
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(1. School of Finance ,Renmin University of China, Beijing 100872, China;
2. The People’ s Bank of China, Beijing 100800, China)

Abstract: This paper analyzes the effect and mechanism of the development of digital financial inclusion on urban-rural
income gap based on manually collected county-level data of China over 2014 to 2019. And then it explores the
synergistic effects between the development of digital financial inclusion and traditional finance. The results show that:
The development of digital financial inclusion can significantly narrow the income gap between urban and rural area, and
this effect will be strengthened in areas located in eastern and central regions. Mechanism analysis shows that digital

¢

financial inclusion mainly plays the narrowing role through the “income structure optimization effect” and the “loan
allocation optimization effect”. Further analysis shows that digital financial inclusion and traditional finance will jointly
narrow the income gap. From the perspective of new types of rural financial institutions, the higher the financial
availability of rural banks, the stronger the effect that the development of digital financial inclusion has on narrowing the

urban-rural income gap. However, this effect is not significant for microfinance companies.
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Third 5 =7\l GDP/GDP( % ) 11334 | 41.3863 | 12.7003 | 15.6956 | 39.8028 | 86.2356
Credit_GDP AFR A LI A TUGE SR/ GDP (% ) 10946 | 71.3746 | 38.8391 | 13.4060 | 62.0877 |250. 8026
Fin_asset TRBE 43 N 7 RO B 48671 | 6.7649 | 4.7723 | 0.0000 | 8.5174 | 13.0661
Wage FRE T BE PRI A B 4L 48671 | 6.0469 | 5.2413 | 0.0000 | 9.2881 |12.3716
Wage_ratio FUE T B ATE B A T I HLEE (% ) 46150 | 0.3874 | 0.4022 | 0.0000 | 0.2690 | 1.0000
Forma_loan AT (TR BE AR5 Aol) B EL 48671 | 0.8575 | 3.1028 | 0.0000 | 0.0000 | 13.1224
Nonformal_loan | AFIEFBERR( TR BHF AL A0l BOt 48671 | 1.2415 | 3.4067 | 0.0000 | 0.0000 | 12.1007
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o MZTREESCERE LIS (1) 5145 R R, 5L
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1R 55 FE RS 8l S ASH 00 T A5 | [] s 34 56 4 il
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R2 HFEEemEEIBNER

A (1) (2) (3)
" WEmRAY
b/ ! FIRIE N
b RN T 1"5?5( T % Bl A 2
(Income_gap) (Taier)
( Delta Income)
0.0116 ™ 0. 0086 ™ 0.0393 **
L. Index
(0.0040) (0.0021) (0.0180)
0. 0002 * 0. 0001 ** 0. 0005 **
Pcgdpth
(0.0001) (0. 0000) (0.0002)
0. 0398 ** 0. 0071 0. 0587 **
Gov_GDP
(0.0202) (0.0074) (0.0132)
. 0. 0006 -0.0003 *** 0. 0008
Third
(0. 0006) (0.0001) (0.0007)
) 0. 0001 -0.0001 ** -0.0004 "
Credit_GDP
(0.0001) (0. 0000) (0.0002)
AFA7 # 2E RN il il I
AR 28 R i i b
A FE RN i i il
HAL 3792 1863 3772
R? 0. 0427 0.2334 0. 6584

T« 2 PB4 A A TR A o 1) TS B, X B 3 5 P ) O R A
©HN T A RIFRRTE 10% 5% R 1% AKE F iR E . L FER
—BiE eI, FRE,

3 TR AR R SRR T IO B
I S WA ZERE R R B (B 4551 R0 fif R o
TRy AR ) (Incover) TR
(Inuse) AP FR L (Indigital) 3 1504645, A
B e A A8 bR ok A B ) R
R [ 2R 0 35 O IE, R W B Ok
G/ S WA X — AR R A B B 5 )

R3 HFEESHMEWSBUNER. S4HE

BEAd (2) (3) ()
AR A I e R
PR AE A ZEHE AR AR
(Income_gap) | (Income_gap) | (Income_gap)
0. 0085 ™"
L. Incover
(0.0027)
-0.0102
L. Inuse
(0.0080)
L. Indigital 0. 0080
(0.0036)
0. 0003 * 0. 0002 0. 0002
Pcgdpth
(0.0001) (0.0001) (0.0001)
0.0410 ™ 0. 0406 ™ 0.0382 ™
Gov_GDP
(0.0204) (0.0202) (0.0192)
. 0. 0006 0. 0006 0. 0006
Third
(0.0006) (0.0005) (0. 0006)
0. 0001 0. 0002 0. 0001
Credit_GDP
(0.0001) (0.0001) (0.0001)
ARy 1] 22 RO 2l il il
A [ 22 0 ] ] ]
B I E RO il Pl Pl
FEARE 3736 3771 3751
R? 0. 0434 0. 0440 0. 0425
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WrBe sl R, 45 SR R B B R AR e S
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BOGTTEAT I BE UM AG 36 5 I A AR P A B 45 2R ok
BoC (DGR p (/T 0.5, RIIZ T AL R
SET B, PR, SR R AR BT R
KRR A R THAS

FAB ity T A H A BB 2 il kA
B TRA R AR, (1) SR BN IZ TR
AR AR Y B G R R AE 1% KF 12
EIEAC, 5 (2) —(3) HI 4R on B i 4l
RO AT (25 A/ 2 WA 22 B, 5 S 4
—#, NTHZEMCKERE, 5K 4A [FB,

NS WA ZERE , TR BCEER b A 24T — &
SIRRAEER S . DLLG BB ( Fintech ) 2 % B
AREEATINE, G5 RN SA FoR, 55 (1) 5 REL
B NIE GHEAE RN — B 5 (2) —(3) S g
AR B IR AR RO 2 WA Z 220, B Rl R &
W o IE PR UCIE R 2 il Ok R A M T 4
IR G WA ZERE () p T[] 42 1 ISF 1] 280 B 1%
WL B &t ] REAT (5 22 FE L 2R 1 R AL, TR It I B
AT R HEATINA 255Nk 5B Pis, $0F
TR A R R O IE, 5 B EST R R
Fr—2, RS,

_ . B (1) (2) (3)
HAb R B S S e m & REE B EA SN T H " oo | RZRRAH
e | PSR RO ZEE | FRIRREL ; L
=A [HAE (Ine ) ( Taier) Al X A Z 2
> Ho reome_gop aer ( Delta Income)
x4 NEESW.TETEE AR AR B
A T RS SR S ol B B R SRR L. Fintech 0. 0007 ™ 0.0000 0. 0008
. BBt ER ' (0.0003) (0. 0001 ) (0.0007)
] 4)) ©)) (3) (4) FEA 2218 1136 2207
HERE | MEER | /@%ﬂjﬁfﬁu R 0.0339 0. 1156 0. 5845
A SRR | WA T L v B A e i 2
( L. Inindex)|( Income_gap) (Delta Irwolnlw) 0.0112 ** 0. 0063 *** 0. 0254 **
- L. Index - - -
L Nearest. inde 0. 5222 *=* (0.0034) (0.0020) (0.0129)
- (0.0323) PEARL 6609 2674 6584
L Index 0. 0085 0. 0079 * 0.0122 R? 0. 0499 0.1835 0.6274
(0.0056) |(0.0042)|  (0.0094)
Kleiz{;ﬁiz - 153.3670 | 77.3610 | 152.9770 A — R E e 5 2 A%
e (0.0000) [(0.0000)| (0.0000)
B s pey . ;
) P2 16 % P A D 25 S 45
Cragg—g;ﬁg Wald F 1131.1930 |360.9660 | 1123.4950 P A DX 35 1 05 ( Weest ) o G5 ¥
PAAERS 5 5.5300 | 3.9300 2. 1100 B A BN AR HOITi : : BB 44 3%
XZ(I)QT:T"%(Pm) (0.0187) |(0.0475) (0. 1466) ,m\j’zﬁﬂ)kfl‘ J\o in%*%%uﬁgﬁi&g%““,;n{n
hn e | s | | | ppplsy, B, 2 (IK) B R R
R? — 0.0505 | 0.3117 | 0.8767
B TRV Rt P BT I 2 e A P X, ] West U1, A IHL O, 25 H 415 6 FiR, 5%
, 0. 8025 s b ] e
bowie (S AT TR FME B0 1, 5 X B2 T
" 0.0147* [0.0052* | 0.0247 ES e LT e iy 2 3 4
e | REKEREN I RN, B
Kl:iguz:it’ﬁg%:LM 285.9140 |124.6720| 283.1010 ﬁ'ﬂéﬁd\i}ﬁg %EE El"]fﬁﬂq@i%’% o ;‘F\‘ E'j%[gﬂﬁ B:g ng{JL
P 0.0000) |(0.0000) | (0.0000 ; s ol v a . NP
KR (00000 [0 OO0 | X, S A R KB 2 R R, 4
TR
Crage —Z:UZ:M Wald F 21717130 |727.4730| 2148.3030 RN B 2 | 2005 DX 3 AR /N BB
N Jﬁ%l . 2 — SN
WETERR 148700 | 5.0200 | 3.7700 W) AR KA 4 Rl ML AS) e 0 46 il I 55 ) X
x2(1) Geit- i (P ) (0.0001) |(0.0251)| (0.0523) e s . T .
FEA R 3714 3714 1839 3692 N HLAZ A i8R RN T B B 4 AT
R? — 0.0430 | 0.2433 |  0.6562

T BRI B S, Pl 22 kAP 003 151 52 88000 AR 3 X 280 42 HE AT
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Byl i o5 WA B o i HL P D b X
R 2 SO R A K S R R R T AR
TEBEM A A ERUL ",
SR S — 3 TR R TG A A R

KT HAUE L ENERR LR

(1 (2) 3) 4) (5) (6)
TR | THE A
HASHE | e | RO | TR | TR (18 Sl | e Sl
(Fin_asset) | ( Fin_asset) | ( Wage) (Wage) L4 i
( Wage_ratio) |( Wage_ratio)

1.1043 ##% | 1. 0487 *** | (. 3254 *** 0.1019 0.0111 -0.0112

de:

B " fndex I 0,1330) | (0.1360) | (0.1283) | (0.1297) | (0.0105) | (0.0106)

ﬁﬁi*‘]‘ o Rurgg L1116 |~ L1317 444 0, 1330 | -0, 1949 *+¢ | 0.0071 0. 0003

ura
(0.0498) | (0.0514) | (0.0531) | (0.0538) | (0.0045) | (0.0046)
1)

#6 RERUAM Index x 0.2532 * 0.9575 *** 0.0919 ***

il (1) (2) (3) Rural (0. 1303) (0.1207) (0.0101)
W2 R AT | 2R I8 e REAY e ~0.1070 | -0.1072 |1.7334 % | 1,7343 *** | 0.0962 *** |0.0963 ***

RS | xR ’TJ‘ " B A2 2 “ (0.1002) | (0.1002) | (0.1082) | (0.1081) | (0.0098) | (0.0098)
(Income_gap) ( Taier) ( Delta Income) 12 —0. 0418 *** | ~0. 0416 ™ | —0. 4196 *** | —0.4194 ** | —0, 0273 *** | —0. 0273 ***

0.0197 *** 0.0118 0. 0503 ** (0.0150) | (0.0150) | (0.0161) | (0.0161) | (0.0014) | (0.0014)

L. Index '0 006 '0 0023 0 0210 conter 1013327 [0 1323 ] 0.0494 [ 0.0525 | 0.0019 [ 0.0024
(0. ) (0. ) (0. ) T 7 (0.0550) | (0.0550) | (0.0573) | (0.0572) | (0.0049) | (0.0048)
-0.0131 ™ -0. 0065 ™ -0.0177 - o - P P -

L. Index x West Marriod 104706 0.4716 —0.5979 *#% | —0, 5923 | —0, 0446 *** | -0, 0442

(0. 0066) (0.0018) (0.0108) (0.0836) | (0.0836) | (0.0779) | (0.0778) | (0.0064) | (0.0064)

FEAR 3792 1863 3772 Pop ~0.0939 | —0, 0937 *** | 0. 7230 *** | 0. 7241 *** | 0.0430 *** |0, 0431 ***

R 0. 0459 0.2518 0. 6588 (0.0149) | (0.0149) | (0.0177) | (0.0177) | (0.0015) | (0.0015)

vy | T 1080|1099 | 0.0656 0.0608 | 0.0114 ** [0.0109 ***

(0.0396) | (0.0396) | (0.0431) | (0.0430) | (0.0038) | (0.0038)

( w ) ﬂ‘%'] Q‘ﬁ 1154377 15419 7% | 11344 *% | 11281 *** |0.0611 *** |0.0605 ***

u
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RO,
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T T AR TR B A R TR R BE 4
FEHUEL T DA T3 A o A HE T 1Y
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(0.0740) | (0.0741) | (0.0840) | (0.0838) | (0.0076) | (0.0075)

0.5625 *** | 0.5639 ** | 1.0755 *** | 10812 *** | 0.0726 *** [0.0731 ***
(0.0150) | (0.0150) | (0.0189) | (0.0190) | (0.0015) | (0.0015)

Income

Riskpre_ | —0.0606 | —0.0607 | 0.1115* | 0.1100** | 0.0057 0. 0056
low | (0.0571) | (0.0571) | (0.0549) | (0.0548) | (0.0047) | (0.0047)

Riskpre_ | 0. 4130 ** | 0.4173 *** | 0.0373 0.0540 | —0.0118 * | —0.0102
high | (0.0682) | (0.0682) | (0.0795) | (0.0795) | (0.0068) | (0.0068)

~0.8921 *** | ~0, 8876 *** | 0.0557 0.0734 0. 0067 0.0084
(0.1761) | (0.1762) | (0.2097) | (0.2100) | (0.0182) | (0.0182)
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(1) (2) (3) (4)
$1E LB SFE LB
R | meEs | g | s | ARERLR
( Nonformal_ | ( Nonformal_
( Formal_loan) |( Formal_loan)
loan) loan)
-0.0535 -0. 1432 -0.6670 *** | -0.6189 ***
Index
(0.0857) (0.0915) (0.1027) (0.1028)
Rural —0. 1993 ** | -0.2239 ** | 0.2559 *** 0.2684 ***
ural
! (0.0395) (0.0405) (0.0395) (0.0403)
. 3942 -0.2322**
Index x Rural 0. 39 0.23
(0.0979) (0.0975)
A —0.7242 7 | -0.7242 % | 0.2675 " 0.2679 ***
e
€ (0.0972) (0.0973) (0.0895) (0.0895)
Ao 0. 0623 *** 0. 0625 *** -0.0763 ™ | -0.0764 ***
e
& (0.0135) (0.0135) (0.0129) (0.0129)
0. 1549 == 0. 1562 *** 0.0433 0. 0424
Gender
(0.0448) (0.0448) (0.0448) (0.0448)
0. 3632 *** 0. 3647 *** 0. 0094 0. 0085
Married
(0.0508) (0.0508) (0.0594) (0.0594)
P 0. 0343 *** 0. 0347 *** 0. 1947 *** 0. 1945 ***
op
” (0.0100) (0.0100) (0.0134) (0.0134)
AL 0. 9439 **= 0. 9420 *** 1. 8490 *** 1. 8498 ***
’ (0.0482) (0.0481) (0.0671) (0.0671)
Ed 1.2738 *** 1.2709 *** -0.3016 ** | -0.2997 ***
u
(0.0871) (0.0870) (0. 0606) (0. 0606 )
0. 1558 *** 0. 1581 *** -0.0226 ** -0.0239 **
Income
(0.0103) (0.0104) (0.0112) (0.0112)
. —-0.2093 ** | -0.2095 *** -0.0149 -0.0148
Riskpre_low
(0.0462) (0.0462) (0.0464) (0.0464)
. . 0. 1244 * 0.1312* 0.1735 ** 0. 1695 **
Riskpre_high
(0.0746) (0.0745) (0. 0684 ) (0.0684)
Fast -0.6195 7 | -0.6123 *** 0. 1682 0. 1643
(S|
(0.1599) (0. 1600) (0.1239) (0.1239)
FEA L 38376 38376 38376 38376
FIEN KL 18643 18643 18643 18643
R? 0. 1650 0. 1650 0. 1480 0. 1430
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( Delta ( Delta
gap) gap) ) )
Income) Income)
1. Ind 0. 0096 ** 0.0072 0. 0081 *** 0. 0065 *** | 0.0339 * 0. 0233
. Index
¢ (0.0038) | (0.0047) | (0.0021) | (0.0023) | (0.0180) | (0.0178)
Lidndex x| 0 0163 ** 0.0044 ** 0.0236 *
Branches_
dummy | (0.0079) (0.0018) (0.0125)
L. Index x 0. 0006 0. 0003 ** 0.0019 *
Branches (0.0004 ) (0.0001) (0.0011)
BWER | 2 E R R R
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R2 0.0478 0. 0441 0.2464 0.2382 0. 6702 0. 6677
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