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Does Digital Financial Inclusion Promote Intergenerational
Income Mobility?

ZHAO Li-ye, WU Wei-xing
(School of Banking & Finance, University of International Business and Economics, Beijing 100029, China)

Summary: During the rapid economic development, intergenerational income mobility has increasingly become the focus
of the whole society. At the same time, digital financial inclusion has become a new driving force for high-quality economic
development. The positive role of digital financial inclusion has been proved from multiple levels. With the help of digital
technology, digital financial inclusion can promote the upgrading of industrial structure, which is conducive to economic
growth. Digital financial inclusion breaks through the bottleneck of traditional finance relying on credit data and simplifies
the borrowing process with the borrowing threshold lowered. It broadens the channels for households obtaining credit.
However, the threshold effect of digital financial inclusion is seldom analyzed from the perspective of digital divide.

This paper uses the threshold regression model and the OLS regression model to empirically study the impact of digital
financial inclusion on intergenerational income mobility with the China Family Panel Studies (CFPS) data. The threshold
effect of digital financial inclusion is found when it comes to intergenerational income mobility. In the early stage, digital
financial inclusion is limited by the digital divide and increases intergenerational income correlation. This conclusion still
holds in robustness tests with endogeneity alleviated. This paper analyzes the heterogeneity according to income level,
registered permanent residence type, education level and region. From the perspective of income level, digital financial
inclusion in the early stage mainly improves the intergenerational income correlation of high - income and low - income
families. From the perspective of registered permanent residence type, digital financial inclusion in the early stage
significantly enhances the intergenerational income correlation of agricultural families. From the perspective of education
level, digital financial inclusion in the early stage enhances the intergenerational income correlation of less - educated
families. From the perspective of region, digital financial inclusion in the early stage significantly improves the
intergenerational income correlation in the western region. In general, vulnerable groups are adversely affected in the early
stage. The digital divide is used as the mechanism variable. It is found that digital financial inclusion can significantly
reduce the intergenerational income correlation, which is conducive to intergenerational income mobility.

This paper can provide a valuable reference for the implementation of digital financial inclusion. The policy
implications are as follows. It is necessary to implement strong policies to advance digital financial inclusion to cross the
turning point, achieving the effect of promoting intergenerational income mobility. It is necessary to establish corresponding
training mechanisms and consumer protection mechanisms for vulnerable groups during the implementation, which
improves the ability of vulnerable groups to use digital technology. At the same time, it is necessary to increase the
investment in digital infrastructure in the western region and rural areas and expand fiber access and network coverage,
ensuring extensive and high-quality network information services.

Key words: digital financial inclusion; intergenerational income mobility; digital divide; common prosperity
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