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Impact and mechanism of digital inclusive finance on urban-rural income gap
LIU Songtao!, LUO Weilin?, LIANG Yingxin®

(1.Finance and Economics Research Institute, Guangzhou Academy of Social Science, Guangzhou 510410, Ching;
2.The People’s Bank of China Longyan Branch, Longyan 364000, China;
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Abstract: Utilizing a sample comprising 284 prefecture-level cities in China from 2011 to 2021, this study employs the
Peking University Digital Inclusive Finance Index and its three sub-dimension indices to measure the level of digital
inclusive finance development, and constructs the Theil index to measure the urban-rural income gap. From a macro
perspective, it finds that the advancement of digital inclusive finance can narrow the urban-rural income gap, particularly
demonstrating a more pronounced effect in cities in the central and western regions of China. On this basis, the study
further integrates the Peking University Digital Inclusive Finance Index and its three sub-dimension indices to match with
the CFPS 2012—2020 five-phase dataset. By delving into rural households as the micro-social unit, the research unveils
that digital inclusive finance empowers rural residents to increase their income, subsequently contributing to the reduction
of the urban-rural income gap through micro mechanisms including alleviating the formal credit constraints of rural
households, enhancing their production and operation capabilities, and increasing the income level within rural
households.

Keywords: digital inclusive finance; urban-rural income gap; Theil index; micro mechanism
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