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Abstract 
This paper discusses the role and mechanism of digital finance on the dual circulation 
based on Guangdong Province, and tries to puts forward several possible policy 
suggestions. This paper first examines the relation among digital finance, average 
residential urban and rural expenditure, and consumption structure, and finds that 
these three show a common growth trend. This paper finds that the average 
consumption of urban residents in Guangdong is significantly higher than that of rural 
residents, but the growth rate of average rural residential consumption is higher than 
that of urban residential consumption, and the speed of consumption structure 
adjustment  is also higher than that of urban residents. This paper finds that the level of 
digital finance among regions in Guangdong is similar, and the eastern and western 
regions of Guangdong and the Pearl River Delta region maintain a consistent growth rate. 
Then, based on the perspective of consumption and supply, this paper discuss the 
mechanism of digital finance on dual circulation, and proposes several policy 
suggestions on improvement business environment, construction digital infrastructure 
and  acceleration financial service innovation according to the situation in Guangdong. 

Keywords 
Digital Finance; Dual Circulation; Resident Consumption. 

1. Introduction 

As macro uncertainty increases, the global economic environment has undergone 
unprecedented changes, which has brought a series of new challenges to the global and Chinese 
economic development. The central government has proposed to accelerate the formation of a 
new development pattern based on the domestic market, and construct the domestic and 
international dual circulation. This is a possible path for realizing the high-quality development 
of my country's economy under the pressure of great changes. 
Promotion of the dual circulation, and release of the potential of domestic demand are crucial 
to achieve leapfrog development and sustainable economic growth. This internal circulation 
relies on boost of domestic market, factors mobilization of various production, and more 
effective combinations among them. In recent years, a new round of technological revolution 
has appeared and digital finance has rapidly grown, and they accelerated the flow of production 
factors and information and promoted changes in consumption and industries deeply, 
therefore making the role of digital finance has become increasingly prominent. 
In the construction of a dual circulation pattern, Guangdong has a relatively high degree of 
openness, numerous private enterprises and an active market, playing a very important role. 
As an importantly economically leading region, Guangdong has abundant financial resources. 
How to make good use of digital finance to promote the dual circulation  and high-quality 
development, Guangdong is of great significance. 
In order to understand the linkage between digital finance and various sectors of the industrial 
economy, and offer possible reference to efficiently boost the development of Guangdong's with 
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dual circulation, this paper attempts to discuss a theoretical mode of digital finance on the 
development of the dual circulation economy, and possible policy suggestions. 

2. The Status quo of Digital Finance and Resident Consumption in 
Guangdong  

Domestic demand, especially consumer demand, is the basic cornerstone to promote a strong 
domestic consumption market and build the fundamental driving force for the endogenous 
growth. Guangdong is an important economic region with a GDP of over 10 trillion yuan in 2019, 
therefore making it an important part of China's economy. It is also a major foreign trade 
province in China, and its economy is deeply integrated with international markets and has a 
high degree of internationalization. In 2020, Guangdong's total retail sales of consumer goods 
reached 4.4 trillion yuan with average annual increase of 8.0%, accounting for more than one-
tenth of the country's total amount. Guangdong has a solid financial foundation, and the digital 
financial industry is developing rapidly. Therefore, how to make good use of digital finance, 
release the potential consumption of residents, and cultivate new consumption patterns is of 
great significance for promoting the domestic circulation. Therefore, this paper examines the 
relationship between the development level of digital finance and the level of residents' 
consumption in Guangdong. 

2.1. Digital Finance and Resident Expenditure in Guangdong  
First, this paper examines the relation between digital finance and the total resident 
expenditure in Guangdong. This paper selects expenditure per capita of urban residents and 
expenditure per capita of rural resident in the Guangdong Statistical Yearbook to measure the 
expenditure of urban and rural residents in Guangdong Province respectively. These two 
indicators record the expenditures of the household's living consumption. Consumption 
expenditure can be divided into eight categories according to the types of goods and services, 
including food, clothing, household equipment and services, health care, transportation and 
communication, entertainment, education and cultural services, housing, and miscellaneous 
goods and services. At the same time, this paper selects the digital finance index compiled by 
the Digital Finance Research Center of Peking University to measure the development level of 
digital finance in Guangdong Province. 
According to Figure 1, the expenditure per capita of urban and rural residents in 2012 was 
22396.35 yuan and 7458.56 yuan respectively. In 2020, they increase to 33511.29 yuan and 
17132.33 yuan, with an increase of 11114.94 yuan and 9673.77 yuan respectively, which 
indicates expenditure of rural residents grows at a high speed. During the same period, the 
digital finance index of Guangdong Province also increased from 127.06 in 2012 to 379.53 in 
2020, an increase of nearly three times. The common increase of consumption and digital 
finance indicates that, between 2012 and 2020, the development of digital finance in 
Guangdong Province is closely related to the expenditure per capita of urban and rural 
residents. This is possibly because the development of financial technology has strengthened 
the role of finance in promoting household consumption by reducing the cost of financial 
services, by improving the availability of financial services, and by expanding the scope of 
access to financial services. 
Compared with the expenditure of urban residents, digital finance has a more significant impact 
on promoting the expenditure of rural residents, which is in line with previous research. 
According to the data from 2012 to 2020, the expenditure per capita of urban residents 
increased by 1.5 times, while the expenditure per capita of rural residents increased by 2 times. 
However, the average expenditure of urban residents is far higher than that of rural residents. 
The gap can be partly explained that urban and rural residents are very different in income, 
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stability, social security, business environment, and credit constraints, therefore making urban 
and rural residents' consumption ability, willingness and consumption habits very different. On 
the other hand, the gap is influenced by the unbalanced economic development between urban 
and rural areas. However, in recent years, the consumption growth rate of rural residents has 
begun to accelerate. This may be due to the fact that digital finance has lowered the threshold 
for credit and brought more convenient, fast and safe channels for shopping and credit to rural 
areas with weak consumption power, thereby stimulating consumption power of rural 
residents. 
 

 
Data Source: Guangdong Statistic Yearbook 2011-2020, Pecking University Digital Financial 

Inclusion Index 2011-2020. 
Figure 1. Digital finance and resident consumption in Guangdong 

2.2. Digital Finance and Residents Consumption Structure in Guangdong  

 
Data Source: Guangdong Statistic Yearbook 2011-2020, Pecking University Digital Financial 

Inclusion Index 2011-2020. 
Figure 2. Digital finance and consumption structure in Guangdong 

 
Although the average consumption amount of residents in our province has been increasing in 
recent years, it is still necessary to examine whether the consumption structure of residents 
has been substantially improved. In order to answer this question, this article follows Ye 
Jingjing and Tang Rong (2021) to calculates the proportion of consumption expenditure of 
transportation and communication, education, culture and entertainment, health care, and 
other supplies and services to measure the residents' consumption structure. These 
consumption expenditures are non-essential, so they can reflect the quality of life of residents. 
Therefore, the higher the ratio, the better structure of household consumption. The results are 
shown in Figure 2. The consumption structure of residents in Guangdong Province has been 
well improved in recent years. The consumption structure of urban residents has remained at 
an average of 33%, and the consumption structure of rural residents has been significantly 
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upgraded, increasing from about 25% to about 30%, and the increase is similar to the 
development level of digital finance in recent years. 

2.3. Regional Disparity of Digital Finance in Guangdong 
The starting point of China's digital finance can be marked from the launch of the Alipay account 
system in 2004. The industry usually regards the opening of Yu'ebao in 2013 as the first year 
of China's digital finance development. Past research found that in 2011, the degrees of digital 
financial development across China were very different, but the difference between regions had 
significantly narrowed by 2015 (Huang Yiping, 2018). This shows that the development speed 
in the undeveloped regions in the past four years is faster than that of the leading regions, which 
also just proves the inclusive characteristics of digital finance. Therefore, in order to test the 
inclusiveness of the development of digital finance in Guangdong, this paper compares the 
development levels of digital finance in three regions: eastern Guangdong, western Guangdong 
and the Pearl River Delta area. Since Digital Finance Research Center of Peking University only 
discloses the data of each city from 2011 to 2018, the data used in this article also ends in 2018. 
This paper calculated the index for certain area by average of the indices of cities in that area. 
For example, the index of Zhanjiang, Maoming and Yangjiang are averaged as the digital 
financial index in western Guangdong. Similar calculation is applied to the eastern Guangdong 
(including Shanwei, Jieyang, Shantou) and the Pearl River Delta region (including Guangzhou, 
Shenzhen, Foshan, Dongguan, Zhongshan, Zhuhai). The results are shown in Figure 3. The 
digital financial indices in eastern Guangdong and western Guangdong are relatively close, but 
there is a gap between the indices in the two regions and the index in the Pearl River Delta 
region. The index gap may be due to the difference in economic volume. Although the 
development level of digital finance in the three regions of Guangdong does not show 
convergence, the gap is not increasing in sample period. The level of digital finance in the three 
regions has maintained the same growth rate at the same rate, indicating that the development 
of digital finance in various regions in Guangdong Province has an overall balanced growth. 
 

 
Data Source: Guangdong Statistic Yearbook 2011-2020, Pecking University Digital Financial 

Inclusion Index 2011-2020. 
Figure 3. Digital finance index in western Guangdong, eastern Guangdong and Pearl River 

Delta region 
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3. The Mechanism of Digital Finance on Dual Circulation 

3.1. The Mechanism of Digital Finance on Domestic Circulation 
Digital finance and household consumption growth. In recent years, communication 
technologies (mainly Internet and smartphones) have developed rapidly, and digital financial 
services provided by online banking and mobile banking have become increasingly popular (Qi 
Hongqian and Li Zhichuang, 2019). Internet platforms closely connect millions of mobile 
terminals through social networking and online shopping. Digital finance reaches users in 
underdeveloped areas through the mobile Internet, and quickly reducing the cost of financial 
services. In this way, digital finance reduces the cost of customer acquisition and risk control, 
greatly improves the inclusiveness of personal finance, and enables groups that were originally 
excluded from the formal financial system to relatively easily obtain finance service at a lower 
cost. And more and more customers are using mobile banking and online banking to replace 
traditional banking services, greatly expanding the supply of household financial services and 
financial products. With its own intelligent technology applications, convenient services, and 
multi-channel financial support, digital finance releases the potential of residents' consumption 
from the three aspects of payment, consumption lending and investment insurance, and 
promotes the accelerated development of domestic circulation.  
First, digital finance can make payment more convenient and reduce the cost of payment and 
settlement in household consumption. Digital payment in daily consumption reduces the hassle 
of using cash, while digital payment in online consumption is more convenient and payment 
scenarios are more universe. At present, many financial institutions have invested in the 
research and development of voiceprint payment and face payment to further improve the 
convenience and security of payment. 
Second, digital finance alleviates the consumption constraints of residents. In China, because 
the bank's physical outlets cannot cover underdeveloped areas due to cost consideration, it is 
difficult for local residents to access financial services. So it is difficult to generate financial 
information, making it difficult for banks to identify the credit status of these residents. This 
information asymmetry makes residents face serious liquidity constraints. On the one hand, it 
makes it difficult for residents in underdeveloped areas to access consumer credit, and on the 
other hand, it causes the interest rate of credit card consumption, automobile consumer credit 
and housing loan to be too high. However, due to the development of digital finance, the 
payment data generated by residents through digital payment can help banks find customers, 
reduce the risk of identifying customers, promote the development of consumer finance such 
as micro-loans and installment payments, and ease the flow constraints of residents. 
Finally, digital finance can help residents to participate more in financial markets. According to 
the China Household Finance Survey, the financial market participation rate (mainly the stock 
market) of Chinese residents is relatively low, and on average only 8% of households have stock 
accounts. Digital finance simplifies the procedures for opening accounts in the financial market 
through APPs and mobile Internet, and it is also more convenient for residents to understand 
the information of listed companies and buy and sell stocks. At the same time, Internet 
technology companies understand users' consumption habits through the analysis of users' 
consumption data, and launch financial products mainly based on Yu'e Bao to help residents 
better allocate funds. The entry of residents' assets into the market can increase the value of 
residents' assets and enhance residents' spending power. Second, digital finance facilitates 
residents to purchase insurance and eases residents’ precautionary savings. Digital finance 
increases participation in home insurance, especially commercial insurance, primarily by 
facilitating access to financial knowledge and information, exchange, and availability of 
commercial insurance services. For a long time, the consumption propensity of Chinese 
residents has been low and the savings rate has remained high. The past literature boils down 
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to the fact that residents save excessively in order to cope with future risks, and insurance can 
help residents reduce their worries about future risks and further release residents' spending 
power. 
In sum, digital finance promotes residents' consumption by providing inclusive services and 
expands consumption to sink into the long-tail market. The growth of residents' consumption, 
on the one hand, drives the growth of the total consumption of residents, and on the other hand, 
can amplify the personalized consumption of residents, thereby generating diversified 
consumption demands and new consumption formats. 
Digital finance and enterprise supply. In the perspective of supply, as the consumer demand of 
residents can be better released through digital finance, it will drive enterprises to expand on 
the supply side. By effectively searching and gathering consumers through the Internet 
platform and amplifying consumers' demand for personalized products, it can generate enough 
consumption scale to support enterprises to mine and produce more personalized products, so 
as to better meet consumer demand. Therefore, in the context of the mobile Internet, due to the 
accelerated iteration of consumer product upgrades, it increases the birth of new enterprises, 
residents' entrepreneurship, and the continuous innovation of products. 
However, the establishment of new enterprises, the entrepreneurship of residents and the 
investment in new product research and development all depend on the investment of capital, 
and these innovation activities have great risks and uncertainties. Therefore, traditional 
financing is difficult to meet their needs due to information asymmetry, and financial 
institutions are reluctant to lend. But with digital finance, especially digital payment, financial 
institutions can integrate a large number of fragmented and unstructured network user 
information, expand information sources, to reduce information asymmetry before borrowing 
and to reduce the risk of adverse selection, therefore providing credit support to unguaranteed 
businesses and improving the availability of credit for new business establishments. For 
individual entrepreneurship, digital finance can also reduce information asymmetry, ease the 
financial pressure of individual entrepreneurship, help individuals overcome the capital 
threshold for entrepreneurship, and provide more convenient financial services to the whole 
society, especially the entrepreneurial groups in underdeveloped areas  at a lower cost. 
The development of the supply side of enterprises can promote innovation, promote residents' 
employment, and ultimately promote income growth and enhance residents' consumption 
power. The improvement of residents' consumption ability is released through the 
consumption convenience provided by digital finance, which stimulates the supply side and 
forms a virtuous circle. 

3.2. The Mechnaism of Digital Finance on External Circulation 
On the basis of domestic circulation, the release of consumption capacity acts on external 
circulation by promoting exports and imports. On the one hand, the domestic circulation 
promotes the export of enterprises through the supply side. First of all, product competition in 
the consumer market has led companies to pay more attention to product innovation, making 
industry gradually get rid of low-end manufacturing and gradually move towards high-end 
manufacturing, which has lengthened its own industrial chain and supply chain. Due to the 
increase in the number of enterprises and the increase in product diversification, the industrial 
chain is more optimized and complete, which greatly promotes the coverage of the entire 
supply chain of production and the export of Chinese enterprises. In addition, domestic 
circulation also helps enterprises to cultivate international brands and help their products to 
go global. The large market size is enough to cultivate our consumer brand, and then gradually 
turn it into a global brand. This has been well proven in the consumer electronics market, as 
domestic mobile phone consumption has driven the development of brands such as Xiaomi and 
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Huawei, which have become world brands. On the other hand, the release of residents' 
consumption power and the increase in income also promote the import of products. 
Based on the above discussion, the digital economy uses the consumption economy and the 
production economy as the key bases to help finance the "dual cycle". Digital finance unleashes 
the consumption potential of residents, promotes the production and innovation capabilities of 
enterprises, promotes the domestic circulation and then drives the external circulation, and 
deepens the theoretical model of digital finance assisting the dual circulation.  

4. Policy Suggestions on How to Use Digital Finance to Promote 
Guangdong's Dual Circulation 

4.1. Improve Business Environment of Digital Finance 
At present, digital finance is in a critical period of rapid development in China, and the guidance 
and policies plays the role of direction and banner in the entire digital finance. 
Government should clarify the in-depth integration of digital finance with the real economy in 
the future, enable the transformation and upgrading of traditional industries, give birth to the 
development trend of new industries, new formats and new models, and incorporate digital 
finance into the strategic planning system for national economic and social development. Laws 
and regulations on digital financial security should be constructed to regulate the field of digital 
finance, and make digital finance play a greater role within the legal scope. And the government 
should pay attention to coordinating the economic development of urban and rural areas, 
therefore speeding up the construction of basic living facilities in rural areas, and improve and 
improve national welfare system to further unleash the consumption power of residents under 
the social background of inclusive digital finance. Transformation of government functions 
should be accelerated and continue to deepen the reform to stimulate producers' enthusiasm 
for production, and provide guidance for the digital transformation of the real economy and 
manufacturing industry. Patent protection should be increased and application barrier should 
be lowered, to improve the protection for new industries, new formats and new models. In view 
of new industries, new business forms and new business models, protection of patents, 
trademarks and copyrights should be strengthened and encourage residents to start businesses. 

4.2. Construct Infrastructure for Digital Financial Development 
In order to thrive digital economy, it is important to increase investment in communication 
infrastructure such as 5G infrastructure construction and broadband network construction, 
promote intelligent integrated platforms such as artificial intelligence, big data, and cloud 
computing, and improve the infrastructure level of the digital economy. At the same time, it is 
necessary to rationally plan the construction of new digital infrastructure to lower the barriers 
that separate urban and rural areas from each other, and to coordinate urban-rural integration 
to achieve wider coverage of new infrastructure. 

4.3. Accelerate Innovation in Financial Products and Services 
Financial institutions,especially  banks, should make full use of artificial intelligence, big data, 
cloud computing, blockchain, and other information technology technologies to enhance the 
coverage, depth of use and digitalization of finance to improve the quality of financial services, 
and to reduce services through digital finance cost. Lower the credit barrier from banking 
financial institutions, gradually build a featured digital inclusive finance product and service 
system in line with the characteristics of financial institutions, support the better development 
of digital inclusive finance, and empower urban and rural residents to increase their income 
and increase consumption capacity and quality. 



Volume 3 Issue 10, 2022 

DOI: 10.6981/FEM.202210_3(10).0002 

14 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Acknowledgments 

This paper is sponsored by Philosophy and Social Sciences Planning Project of Zhanjiang, China 
(ZJ22QNO1), by Guangdong Coastal Economic Belt Development Research Center, Lingnan 
Normal University (20222L05), and by Science and Technique Program of Zhanjiang, China 
(2022B01026). 

References 

[1] Li J, Wu Y, Xiao J J. The impact of digital finance on household consumption: Evidence from China. 
Economic Modelling, 2020, 86: 317-326. 

[2] Song Q, Li J, Wu Y, et al. Accessibility of financial services and household consumption in China: 
Evidence from micro data. The North American Journal of Economics and Finance, 2020, 53: 
101213. 

[3] Ozili P K. Impact of digital finance on financial inclusion and stability. Borsa Istanbul Review, 2018, 
18(4): 329-340. 

[4] Durai T, Stella G. Digital finance and its impact on financial inclusion. Journal of Emerging 
Technologies and Innovative Research, 2019, 6(1): 122-127. 

[5] Javed S A, Bo Y, Tao L, et al. The ‘Dual Circulation’development model of China: Background and 
insights. Rajagiri Management Journal, 2021. 

[6] Yifu L J, Wang X. Dual Circulation: a New Structural Economics view of development. Journal of 
Chinese Economic and Business Studies, 2021: 1-20. 

 


