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  Abstract 

With the integration and innovation of inclusive finance, digital technology, and 
“Internet+”, digital inclusive finance has gradually become an important way to 
activate the consumption potential of rural residents. However, the research on how 
digital inclusive finance can help rural residents upgrade their consumption is still 
weak. There are few studies that analyze the influence mechanism between digital 
inclusive finance and rural residents' consumption in depth and systematically. 
Also, few studies analyze the influence mechanism between digital inclusive fi-
nance and rural residents' consumption in depth and systematically. Starting from 
the perspective of digital inclusive finance, this paper explains that digital inclusive 
finance mainly utilizes four ways, namely, consumer credit, insurance, digital pay-
ment, and investment management, to enhance rural residents' consumption. On 
this basis, this paper combines the panel data of 31 provinces and cities in China 
from 2014 to 2020. It empirically analyzes the impact mechanism of digital inclu-
sive finance on rural residents' consumption through the fixed effect model. The 
study also explores the differences between influencing factors such as rural per 
capita disposable income, the child dependency ratio, and the old-age dependency 
ratio. The aim is to better assist in expanding and upgrading the consumption of 
rural residents. 
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1. Introduction 

In the critical period of implementing the rural revitalization strategy and promoting high-quality economic develop-

ment, stimulating the consumption of rural residents is an important way to promote the sustained growth of the rural 

economy (Fan Fangzhi & Peng Tiantian, 2023). However, rural areas in China are generally facing many difficulties 

such as lack of consumption power and insufficient domestic demand. How to boost consumer confidence, expand 

domestic demand and promote consumption growth is an urgent problem to be solved (Wang Ran & Tuo Yongqiang, 

2024). At present, digital inclusive finance is gradually becoming an important way to activate the consumption 

potential of rural residents. Compared with traditional finance, digital inclusive finance can provide financial services 

in an all-round and efficient way, to maximize the financial needs of low-income people, rural areas, small and micro-

enterprises, and other groups, and thus optimize the consumption structure of rural residents (Du, He, & Gu, 2022). 

Therefore, from the perspective of digital inclusive finance, this paper describes the impact mechanism of digital 

inclusive finance on rural residents’ consumption and accordingly puts forward suggestions for the development of 

digital inclusive finance in rural areas to promote the expansion and upgrading of rural residents’ consumption. 
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2. Path Analysis of Digital Inclusive Finance to Promote the Expansion and Upgrading of Rural 

Residents’ Consumption 

Digital inclusive finance mainly achieves the effect of promoting rural residents’ consumption in four ways: con-

sumer credit, insurance, digital payment, and investment and finance, as shown in Figure 1. 

 

Figure 1. The impact of digital financial inclusion on rural residents’ consumption. 

2.1 Consumer Credit Channels 

As an important means of intertemporal allocation of resources, consumer credit can help residents realize inter-

temporal consumption. Due to insufficient funds and limited loans, the consumption of rural residents often cannot 

be improved, while the emergence of digital inclusive finance enables rural residents to obtain digital dividends and 

meet sustainable consumption through credit support, thus promoting the transformation and upgrading of consump-

tion structure (Tan, Wang, & Chen, 2023). 

2.2 Insurance Channels 

With the rapid development of digital dividends, rural residents have more convenient ways to obtain insurance 

services, and their insurance awareness is gradually improving (Liu Dongjiao & Zhuang Pengtao, 2021). As an ef-

fective means of risk management, insurance can fully hedge the consumption risk of rural residents. In addition, 

rural residents can prevent the risk of future instability through the certainty of insurance premiums, enhance their 

consumption confidence to a greater extent, and effectively stimulate current consumption (Li, Wu, & Li, 2021). 

2.3 Digital Payment Channels 

Digital payment breaks time and space restrictions, improves transaction efficiency, and helps release residents’ con-

sumption potential (Zhang Lin & Wen Tao, 2022). Specifically, digital payment methods such as Alipay and WeChat 

make rural residents more and more inclined to switch from traditional bank card savings to online account savings 

on Internet payment platforms (such as Yu’e Bao, WeChat wallet, etc.), so as to facilitate rural residents’ online and 

offline consumption. 

2.4 Investment and Financing Channels 

Thanks to the rapid development of digital inclusive finance, investment, and financial management is gradually 

becoming popular and universal, and its impact on rural residents’ consumption is mainly in the following three 

aspects. The first is the wealth effect of financial assets. In the case that China’s economic fundamentals are relatively 

stable and continue to improve, the value of financial assets has a better ability to rise, and the real income of rural 

residents will also increase (Zhang Hongwei & He Guanlin, 2022). The second is the income effect of financial assets. 

Rural residents can choose to buy and sell the assets to obtain cash or obtain more favorable financial products 

through trading, so as to meet the consumption expenditure. Finally, the development of digital inclusive finance can 

expand investment and financing channels for rural residents and improve actual income benefits (Chen Baozhen & 

Ren Jinzheng, 2020). 
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3. Empirical Analysis 

3.1 Data Source and Sample Selection 

The data selected in this paper are mainly from two parts: the China Statistical Yearbook and the Peking University 

Digital Financial Inclusion Index. Among them, this paper selects the 2014-2020 digital financial inclusion index of 

31 provinces and cities (except Taiwan, Macao, and Hong Kong) as the core explanatory variable, and takes the per 

capita consumption expenditure of rural residents as the explained variable. Finally, this paper also takes the per 

capita disposable income of rural residents, the child dependency ratio, and the elderly dependency ratio as control 

variables to ensure the reliability of the research results (for details, see Table 1). 

Table 1. Variable selection and symbol representation 

Variable type Variable name Variable symbol 

Explained variable Per capita consumption expenditure of rural residents Y 

Core explanatory variable Digital Finance Development Index X1 

Control variable Per capita disposable income of rural residents X2 

 Child dependency ratio X3 

 Old-age dependency ratio X4 

3.2 Model Construction 

In order to explore the relationship between digital inclusive finance and rural residents’ consumption, this paper 

selects panel data from 31 provinces and cities in China (except Taiwan, Macao, and Hong Kong) from 2014 to 2020, 

and performs logarithmic processing to eliminate the impact of different dimensions on the accuracy of regression 

results (Li, Zhu, & Zhang, 2019). The final model is constructed as follows: 

lnYit=β
0
+β

1
lnX1it+β

2
lnX2it+β

3
X3it+β

4
X4it+εit 

Where, province (city) is i, year is t, the dependent variable is Y, and Yit represents the per capita consumption 

expenditure of rural residents in province (city) i in year t. The meaning of explanatory variables X1 and X1it of this 

model is the digital inclusive financial development index of i province (city) in year t. X2, X3, and X4 are control 

variables, which are respectively expressed as per capita disposable income of rural residents, child dependency ratio, 

and elderly dependency ratio. ε is a random perturbation term used to control other influencing factors. 

3.3 Descriptive Analysis 

The statistical analysis results show that the average consumption expenditure per capita of rural residents is 11430.49, 

the maximum value is 22448.9, and the minimum value is 4822.1. There is a large gap between rural consumption in 

different regions. At the same time, the average value of China’s digital inclusive finance index is 266.7591, the 

maximum value is 431.93, and the minimum value is 143.91, which indicates that there are differences in the devel-

opment level of digital inclusive finance in different regions. Secondly, the average per capita disposable income of 

rural residents is 14,197.02, with a maximum value of 34,911.3 and a minimum value of 6276.6. The income level 

of rural residents in different regions differs significantly. Finally, the mean values of the child dependency ratio and 

the elderly dependency ratio are 23.51521 and 15.31954, respectively, which reflect the dependency pressure in our 

current society. 

Table 2. Descriptive analysis 

Variable name Observed value Mean value Standard deviation Minimum Maximum value 

Y1 217 11430.49 3583.448 4822.1 22448.9 

X1 217 266.7591 61.25838 143.91 431.93 

X2 217 14197.02 5344.792 6276.6 34911.3 

X3 217 23.51521 6.511364 12 38.38 

X4 217 15.31954 3.830697 7.01 25.48 
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3.4 Hausmann Test 

This paper uses the Hausmann test to determine the appropriate research model (see Table 3). The test results show 

that the significance P-value of the fixed effect is less than 0.05 compared with the random effect, so the null hypoth-

esis should be rejected (the fixed effect is superior to the random effect). At the same time, compared with the fixed 

model, the P value of the mixed model is greater than 0.05, indicating that it is not significant, and the null hypothesis 

is accepted (the fixed effect model is superior to the mixed model). To sum up, this paper chooses the fixed effect 

model to do empirical analysis. 

Table 3. Hausmann test 

Comparison model Hausman test value p-value 

Fixed effects and random effects 431.33 0.0000 

Mixed effect and fixed effect 9.02 0.0607 

3.5 Correlation Analysis 

In this paper, Pearson’s two-tail test was performed on the original variable data to test the basic relationship between 

variables (see Table 4 for the results). It can be seen from the results that the tests are significant, indicating that there 

is a causal relationship between variables, and regression analysis can be conducted. 

Table 4. Pearson correlation test 

Variable name Y1 X1 X2 X3 X4 

Y1 1     

X1 0.793** 1    

X2 0.952** 0.751** 1   

X3 -0.467** -0.112** -0.477** 1  

X4 0.445** 0.516** 0.413** -0.213** 1 

3.6 Unit Root Test 

Next, in order to ensure the model is true and effective, this paper carries out a unit root test for variables. The results 

of the Hadri LM test are shown in Table 5, and all variables are significant. Therefore, the panel data can be consid-

ered stable. 

Table 5. Unit root test 

Variable name statistic p-value 

Y1 16.4512 0.0000 

X1 15.9605 0.0000 

X2 16.6517 0.0000 

X3 6.1007 0.0000 

X4 13.1000 0.0000 

3.7 Cointegration Test 

In order to investigate whether there is a long-term stable equilibrium relationship between variables, this paper 

conducts a cointegration test on the data. The results showed that MPP, PP, and ADF tests were significant. Therefore, 

it can be believed that there is a long-term stable equilibrium relationship between the variables at the confidence 

level of 99.9%, indicating that the variables are cointegrated. 
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Table 6. Pearson cointegration test 

 Statistic p-value 

Modified Phillips-Perron t 8.5131 0.0000 

Phillips-Perron t -9.4152 0.0000 

Augmented Dickey-Fuller t -20.3727 0.0000 

3.8 Regression Analysis 

In this paper, the panel fixed effect model was used for benchmark regression (Hair, Black, & Babin, 2012). At the 

same time, in order to observe whether there are missing variables in the regression test of the core explanatory 

variable digital inclusive index, this paper carries out empirical analysis by gradually adding control variables. As 

can be seen from the data results in Table 7, with the gradual addition of control variables, the influence of core 

explanatory variable X1 on Y is also decreasing. Specifically, when the model introduces the disposable income of 

rural residents as a control variable, the coefficient of influence of digital inclusive finance on rural residents’ con-

sumption decreases from the initial 0.753 to 0.218. Based on the impact of the digital inclusive financial index on 

rural residents’ consumption, this paper introduced the child dependency ratio and the elderly dependency ratio as 

control variables, and the regression coefficient was reduced from 0.218 to 0.186, and the regression results were 

significant, so the model was robust. From the perspective of control variables, the addition of rural residents’ dis-

posable income, child dependency ratio, and elderly dependency ratio will affect rural residents’ consumption. At 

this time, digital inclusive finance still has a significant positive impact on rural residents’ consumption, and every 

1% increase in X1 variable, Y will increase by 0.186%. 

Table 7. Stepwise regression analysis 

 
(1) 

lnY 

(2) 

lnY 

(3) 

lnY 

(4） 

lnY 

lnX1 
0.753*** 

(51.45) 

0.218*** 

(3.78) 

0.188*** 

(3.35） 

0.186** 

(3.30) 

lnX2  
0.704*** 

(9.48) 

0.784*** 

(10.47) 

0.771*** 

(10.03) 

lnX3   
-0.198*** 

(-3.73) 

-0.219*** 

(-3.63) 

lnX4    
0.0307 

(0.74) 

Constant 
5.149*** 

(62.83) 

1.403*** 

(3.50) 

2.348*** 

(5.07) 

2.423*** 

(5.11) 

Observed Value 217 217 217 217 

F-test 2646.82*** 2004.21*** 1434.76*** 1073.56*** 

Notes. *** means p < 0.001, ** means p < 0.01, * means p < 0.05; The values in parentheses are t-values. 

4. Conclusions and Suggestions 

Through the study on the impact of digital inclusive finance on the consumption of rural residents, the following 

conclusions can be drawn. First, from the whole country, the development of digital inclusive finance has a positive 

role in promoting the consumption of rural residents. Second, the per capita disposable income of rural residents is 

positively correlated with consumption expenditure, while the child dependency ratio will negatively affect the con-

sumption of rural residents. Therefore, the further development of digital inclusive finance, increase in the per capita 

disposable income of rural residents, and optimize the child support structure can help rural residents transform and 

upgrade their consumption. 

Based on this, this paper puts forward the following suggestions: First, comprehensively consider the social and 

economic sustainability of rural areas, vigorously develop digital inclusive finance, expand the coverage of digital 
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inclusive finance, and enable more rural residents to enjoy the benefits brought by inclusive finance. Second, fully 

tap the potential of rural consumption, in-depth implementation of the “number of commercial agriculture”, “express 

delivery to the village”, “Internet +” agricultural products out of the village into the town, and other projects to 

promote brand consumption into the countryside. Local governments should play a guiding role in encouraging large 

commercial circulation enterprises and e-commerce platforms to move to rural areas and promote rural consumption. 

Third, in rural areas, widely publicize and popularize the relevant knowledge of digital financial inclusion, often hold 

special training on digital financial inclusion and special financial services, integrate the consumption concept of 

credit consumption and advance consumption into the consumption concept of rural residents, and enhance the cog-

nition and application of digital financial inclusion of rural residents. 
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