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The Impact of Digital Financial Inclusion on the Income
Gap between Urban and Rural Residents

Based on the Empirical Evidence of Jiangxi Province
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Abstract: The development of digital inclusive finance has beneficially promoted the income of urban and rural
residents and the optimization of urban and rural income distribution structure. By using panel data from 2011 to
2020 in 11 prefecture — level cities in Jiangxi Province a fixed — effect model was established and Thiel Index was
used to measure the income gap between urban and rural areas; this paper explores how digital financial inclusion
affects the urban — rural income gap and replace core variables to test the robustness of the results. Based on the
cluster analysis method according to the urbanization rate Jiangxi cities are divided into three categories: I. 1II. and
III. this paper explores the role of various cities’ digital financial inclusion levels in alleviating the urban — rural
income gap and analyzes the heterogeneity among cities with different urbanization rates. The results show that in
recent years the overall level of digital inclusive finance in various cities in Jiangxi Province has been continuously
improved and the development of digital inclusive finance can effectively alleviate the income gap between urban
and rural areas so that the income gap between urban and rural areas has generally narrowed. In addition the heter—
ogeneity test results show that the development of digital inclusive finance has significantly alleviated the urban — ru—
ral income gap in the three types of cities and the more significant it is in areas with higher urbanization rates.
Therefore it is proposed to vigorously develop digital inclusive finance and optimize the allocation of financial re—
sources; coordinate the development of urban and rural economies and realize the transformation and upgrading of
industries in various places; popularize digital inclusive financial education and improve the financial literacy of ru-
ral residents; suggestions such as establishing and improving internet infrastructure and strengthening network secur—
ity supervision.

Key words: Digital financial inclusion; Urban and rural residents; Income disparities; Fixed — effect models;

Jiangxi province



