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Abstract 
With the rapid development of the Internet in China, relying on the emergence of new 
digital technologies such as big data and cloud computing, significant progress has been 
made in digital financial inclusion. As the world’s largest developing country, China’s 
economic development varies greatly. Studying the economic utility of digital inclusion 
financial has an important reference for policy makers to design and formulate policies 
to promote sustainable economic development. Therefore, it is necessary to further 
explore on how digital inclusive finance give full play to its advantages to promote 
sustainable economic development, in the process of transforming economic growth. To 
this end, this paper focuses on answering the following questions: what are the 
theoretical principles of the economic effects of digital inclusive finance? What are the 
channels of impact? What is the inherent mechanism of digital inclusive finance 
development for economic development? What future measures should be taken to 
further promote the positive role of inclusive finance in economic development. 
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1. Introduction 

In the past decade, China has been committed to promoting the development of inclusive 
finance and promoting inclusive social economic growth. However, there are still problems 
such as customer information acquisition and risk control caused by information asymmetry, 
which significantly affects the sustainable development of economic growth. In this context, the 
emergence of digital inclusive finance has greatly expanded the depth and breadth of inclusive 
finance application. Relying on digital science-driven technology, digital inclusive finance has 
become an efficient tool to extend basic financial services to disadvantaged regions and 
communities (Liu, 2021). Specifically, digital inclusive finance mainly takes advantage of the 
high coverage, focuses directly on the accessibility of financial services from a theoretical level, 
tackles core technical issues in risk prevention and control, and precisely targets service 
recipients. At present, China’s economic development has comprehensively entered a new 
normal stage. New measures must be developed to improve the capacity of financial services 
for the real economy. Thus, it is essential to systematically and objectively explore the impact 
of digital financial inclusion development on economic growth. 

2. Theoretical Analysis on the Socio-economic Effects of Digital Inclusive 
Finance 

Digital inclusive finance is the product of the combination of big data, such as cloud computing, 
Internet and inclusive finance. It provides financial products and services for residents, mainly 
including digital payment, consumer credit, Internet insurance, etc. The economic efficiency of 
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digital inclusion can be divided into two parts, namely the direct effect of digital inclusion on 
the economy and the indirect effect of digital inclusion on the economy by widening the 
channels of income generation and narrowing the income gap (Guo, 2020). 

2.1. Direct Economic Effects of Digital Inclusive Finance 
The direct effect of digital inclusive finance on economic growth can be divided into macro and 
micro levels.  
At the micro level, digital financial inclusion can engage people and businesses with no access 
or ability to access financial services into the formal financial system, including opening bank 
accounts, accessing credit support, and using remittance services. For micro and small 
enterprises, inclusive finance helps to ease the credit constraints of enterprises and expand 
access to finance. Enterprises obtain funds at lower financing costs, which can increase the 
output level of small and micro enterprises, create more employment opportunities. Moreover, 
long-term financial support helps to support entrepreneurs’ innovative activities and promote 
technological progress, thus creating positive economic effects.  
From the macro point of view, the direct effect of digital inclusive finance is reflected in the 
following three aspects. 
The unbalanced development of financial service areas has long restricted economic growth. 
The equality of opportunities brought by the development of inclusive finance helps to alleviate 
the imbalance of economic development caused by the imbalance of financial development, 
improve the utilization efficiency of financial resources, form a healthy financial ecological 
environment. 
Digital financial inclusion can alleviate the imbalance of urban-rural income gap and promote 
the balanced development of urban and rural areas. Some scholars have confirmed that digital 
inclusive finance can adjust the imbalance between urban and rural income distribution by 
lowering the threshold effect, enhancing the poverty reduction effect and mitigating the 
unbalanced impact.  
Digital financial inclusion can promote the development of human capital, technology and other 
production factors. Whether it is direct support for technological innovation or technological 
innovation facilitated through human capital enhancement, it will drive technological 
advancement, further accelerating labour productivity and driving economic growth (Simon 
and Kwak, 2012). 

2.2. Indirect Economic Effects of Digital Inclusive Finance 
Digital inclusion can have an indirect effect on economic growth, by narrowing the income gap 
or widening access to income. Specifically, inclusive finance can play a poverty reduction effect 
through material capital effect, human capital effect and social capital effect to narrow the 
income gap. Low-income people are excluded from the formal financial system for the various 
reasons. With the necessary credit support, low-income people can spend it on consumption, 
productive investment and education. A stable source of income helps them to break out of the 
vicious cycle of poverty and increase productivity per capita. In addition, the equity of 
opportunity brought about by digital inclusion can create a just, harmonious and healthy 
economic environment. 

3. The Path to Realizing the Economic Effects of Digital Inclusion Financial 

3.1. Access to Microcredit and Micro-Enterprise Finance 
Microfinance is mainly aimed at individuals, while the financing service objects of small and 
micro enterprises are enterprises. The ultimate goal of digital inclusive finance is to make fair 
and reasonable financial services available to people who have long been excluded from formal 
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financial services. Since low-income people and micro businesses make up the majority of the 
economy and society, microfinance and micro business finance become important areas in the 
role of digital inclusive finance. On the one hand, granting loans with lower thresholds and 
lower costs to low-income people is conducive to stimulating their consumption growth, which 
in turn drives national economic growth. On the other hand, easing the financing constraints of 
micro enterprises can stimulate innovation in their technological fields and promote economic 
development (Simon and Kwak, 2012). 

3.2. Rural Finance as the Intermediary 
The rural finance sector is also one of the key areas where digital financial inclusion plays a role 
(Guo, 2020). Since the vast majority of the poor are still located in rural areas, this area can be 
considered an extension of the microfinance sector. Inclusive finance is devoted to providing 
reasonable financial products and services to low-income people, which can enable them to 
raise the average education level of the whole society, thus helping to raise the economic 
income of low-income people. Not only that, but the role of digital inclusion lies in alleviating 
the imbalance between the costs and revenues of rural financial products, with the government 
and financial institutions joining forces to support farmers with credit facilities in order to make 
more income. 

3.3. Policy-based Finance as Support 
Policy finance is the term used in contrast to commercial finance, with a focus on ‘policy’. Policy 
finance refers to the financing of funds with the support of the national government, backed by 
the credit of the state, with preferential interest rates and other conditions. The aim is to 
support the policy-oriented special groups or implement the relevant policies formulated by 
the state, such as agricultural loans, financial interest discount and other financial behavior 
with policy implications (Simon and Kwak, 2012). In recent years, policy-based finance and 
digital inclusion have merged to play an important role in achieving goals such as enhancing 
people’s happiness and satisfaction. To date, numerous achievements have been made and it 
has become one of the key channels for achieving the goals of digital inclusion. 

4. Analysis of the Impact Mechanisms of the Economic Effects for Digital 
Inclusive Finance 

4.1. The Exclusion Effect 
Compared with the traditional operation model of commercial banks, digital inclusive finance 
has achieved remarkable results in alleviating financial rejection. Financial exclusion refers to 
a state in which some groups in the financial system are marginalized in the economy and 
society. The mechanism by which digital inclusion works lies in mitigating the effects of 
financial exclusion (Lamb, 2016). First of all, digital technology provides financial institutions 
with technological support after infiltrating inclusive finance, financial institutions can expand 
the coverage of financial services without relying on the growth of physical outlets. Because 
remote areas can access financial products and services via mobile devices, this alleviates 
geographical exclusion. 

4.2. The Threshold Effect 
Digital inclusive finance can effectively reduce the entry threshold for financial services. 
Threshold effect means that consumers must pay a certain cost or have sufficient qualifications 
in order to obtain the required financial products and services (Guo, 2020). The majority of 
people with higher incomes are urban residents, while the majority of people with low incomes 
are rural residents. Traditional inclusive finance has been committed to breaking the threshold 
for microcredit and micro enterprise financing, which requires the establishment of additional 
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service outlets to increase the breadth of financial service coverage. However, digital inclusion 
incorporates the advantages of digital technology, which not only allows for the provision of 
financial services with compressed operating costs, but also enables continuous innovation in 
financial products and services (Simon and Kwak, 2012). The threshold effect is effectively 
reduced, thus being able to stimulate economic growth and drive economic development. 

5. The Divergence of the Economic Effects from Digital Inclusive Finance 

Digital finance also has a negative influence in the process of economic growth. For one thing, 
the digital inclusive finance system relies heavily on banks as financial intermediaries. However, 
when banks demand excessive interest rates from businesses, SMEs will be less motivated to 
lend. As the ‘benefits’ of financial inclusion are not realised, there will be no economic growth. 
For another, due to the virtual nature of digital inclusive finance business, which generally does 
not provide face-to-face services. The large amount of consumer personal information left on 
the platform not only poses risks such as leakage of user information, but also fraud, misuse 
and digital profiling. Many of which directly constitute criminal cases and are extremely 
harmful to society.  

6. Suggestions on the Development of Digital Inclusive Finance 

To further promote the positive role of financial inclusion in economic development, the 
following three policy recommendations are provided.  
Timely improvement and upgrading the infrastructure in less developed areas. In addition to 
increasing diversified government and market investment, we should also focus on improving 
the level of human capital and financial literacy of residents. At the same time, innovative 
financial credit products and services are combined with local industrial development to 
protect the production of vulnerable groups. Promote their productivity and income, so that 
residents in less developed areas can better enjoy the benefits of digital finance. 
Innovate on digital inclusive financial products in a timely manner. Seize the opportunity of the 
strategic development of the new 5G infrastructure, while encouraging in-depth cooperation 
between fintech companies and financial institutions. Effectively improve the fine control of the 
whole order of risk before, during and after the service, and jointly promote the credit system, 
thus improving the strength. 
Optimise the business environment for the development of digital inclusive finance, strengthen 
the regulatory system and preventing financial risks. In addition, it is also necessary to establish 
the behavior supervision, prudential supervision and market access system of digital inclusive 
finance, and to formulate a systematic risk prevention system for digital inclusive finance. 

7. Conclusion 

The impact of China’s digital inclusive finance has both positive and negative effects on 
economic growth. Understanding the positive economic effects of digital inclusion finance is 
becoming increasingly important for the synergistic development of our regional economies. 
Therefore, it is important to scientifically utilize the advantages of digital inclusive finance to 
lay a stable foundation for economic development in the new era. 
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