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Has the Development of Digital Finance Improved
the “Two Mountains” Transformation Level?
Empirical Evidence From the Western Ethnic Regions

ZHAI Hua-yun', LI Dai-ling’, LI Qing-yuan®

(1. Research Base for Forging a Strong Sense of Community Among the Chinese Nation Under the Four Ministries,
South-Central Minzu University, Wuhan 430074, China; 2. School of Management, South-Central Minzu University,
Wuhan 430074, China; 3. Economics and Management School, Wuhan University, Wuhan 430072, China)

Summary: It is necessary to consolidate the ecological basement of “lucid waters and lush mountains” and enhance the
value creation of “invaluable assets”. In western ethnic regions, the key ecological functional areas in China, the
transformation process of “lucid waters and lush mountains” into “invaluable assets” has been hindered . In the current
digital economy environment, using digital finance to break the “resource curse” effect, stimulate the “resource gospel”
effect, and improve the “Two Mountains” transformation level in the western ethnic regions of China is very important to
realize the modernization of harmonious coexistence between human beings and nature. However, existing literature on the
influencing factors of improving the “Two Mountains” transformation level is fragmented, especially that on the impact
mechanism of digital finance on the “Two Mountains” transformation level.

This paper takes the western ethnic regions as the research object. We find that the development of digital finance has
significantly improved the “Two Mountains” transformation level in the western ethnic regions of China, and digital finance
has a significantly stronger role in promoting the “invaluable assets” than its impact on the “lucid waters and lush
mountains”. The regression results are robust after using the instrumental variable method to solve endogeneity and
adopting a series of robustness tests such as changing the measurement method of explanatory variables, omitted variables
analysis, and dynamic effect analysis. Furthermore, the results of heterogeneity analysis show that when the degree of
market integration, the level of human capital and the level of resource endowment are higher, digital finance has a more
obvious effect on the improvement of the “Two Mountains” transformation level.

This paper contributes to existing literature in two aspects. First, this paper extends the research scope of the
influencing factors of the “Two Mountains” transformation level from a new perspective of digital finance. Second, different
from existing research focusing on the theoretical analysis of the influencing factors of the “Two Mountains” transformation
level, this paper measures the “Two Mountains” transformation level in the western ethnic regions of China, and empirically
tests the effect and mechanism of the development of digital finance on the “Two Mountains” transformation level. By
quantifying the “Two Mountains” transformation level and combining theory and empirical evidence, this paper provides a
new path for improving the “Two Mountains” transformation level in the western ethnic regions of China, and a scientific
basis for promoting the high-quality development of digital finance and the common prosperity for all people.

Key words: the development of digital finance; the “Two Mountains” transformation level ; western ethnic regions
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