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Can the Development of Digital Inclusive Finance Alleviate
the Distortion of Financial Factors?

ZHANG Lin" ?, JIANG Liwen®, DING Xiaolan®

(1. Center for Inclusive Finance and Agricultural & Rural Development, Southwest University, Chongqing 400715, China;
2. School of Economics and Management, Southwest University, Chongqing 400715, China)

Summary: How to accelerate the market-oriented allocation of financial factors and alleviate the distortion of financial
factors is the key task of the current and future financial supply-side structural reform. Existing literature has not revealed
the transmission mechanism of digital inclusive finance to alleviate the distortion of financial factors, nor has it
comprehensively discussed the heterogeneity of digital inclusive finance to alleviate the distortion of financial factors.

This paper based on the panel data of 30 provincial-level regions in China from 2011 to 2021, established the spatial
Durbin model and spatial mediating effect model to empirically test the effect and mechanism of digital inclusive finance on
the distortion of financial factors. The results show that the development of digital inclusive finance not only helps alleviate
the distortion of local financial factors but also has a spatial spillover effect on the distortion of financial factors in
surrounding areas. The heterogeneity test results show that in the central and western regions, digital inclusive finance plays
a greater role in alleviating the distortion of local financial factors, but in the eastern region, the spatial spillover effect of
digital inclusive finance in alleviating the distortion of financial factors in the surrounding regions is greater. In the
low-level areas of the development of digital inclusive finance, the mitigation effect of digital inclusive finance on the
distortion of local financial factors is greater, but the spatial spillover effect on the surrounding areas is relatively weak. In
high-level areas of digital infrastructure construction, the development of digital inclusive finance can only alleviate the
distortion of financial factors in surrounding areas, but in low-level areas of digital infrastructure construction, the
development of digital inclusive finance can alleviate the distortion of financial factors in local and surrounding areas. In
areas with high government digital attention, digital inclusive finance will alleviate the distortion of financial factors in
surrounding areas, but will aggravate the distortion of local financial factors. In areas with low government digital attention,
digital inclusive finance will alleviate the distortion of local financial factors, but will aggravate the distortion of financial
factors in surrounding areas. The mechanism test shows that digital inclusive finance alleviates the distortion of financial
factors by facilitating urban-rural economic integration and promoting technological innovation.

On the one hand, this paper helps enrich the research scope of digital inclusive finance and distortion of financial
factors; on the other hand, it can provide decision-making reference for further formulating differentiated digital financial
policies and promoting financial marketization reform, thus better playing the role of the development of digital inclusive
finance in alleviating the distortion of financial factors.

Key words: digital inclusive finance; the distortion of financial factors; urban and rural economic integration development;

technology innovation; spatial spillover effect
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