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How Does Digital Financial Inclusion Affect the Growth of
Private Enterprises?

ZHANG Lin"?, WANG Yan-xia’, ZHENG Qiang’

(1.Center for Inclusive Finance and Agricultural & Rural Development, Southwest University, Chongging 400715, China;
2.School of economics and management, Southwest University, Chongqing 400715, China; 3.School of Economics,

Chongging Technology and Business University, Chongging 400067, China)

Summary: As an integral part to socialist market economy with Chinese characteristics, private economy plays a non-

substitutable and important role in stabilizing economic growth, enhancing economic resilience, and increasing social

employment. However, problems such as difficult, expensive, and slow financing commonly exist in the growth process of

private enterprises. Digital financial inclusion supporting the growth of private enterprises is the keynote of China’s
economic work for a long time in the future. In contrast, few studies have specifically investigated the general effect,

mechanism as well as the heterogeneity of digital financial inclusion on the growth of private enterprises.

This paper firstly analyzes the impact mechanism and heterogeneity of digital financial inclusion on the growth of

private enterprises, and then empirically tests the impact of action by matching the Peking University Digital Financial
Inclusion Index of prefecture-level cities from 2011 to 2020 with the data of 541 GEM-listed private enterprises. The results
show that digital financial inclusion can effectively promote the growth of private enterprises, which still holds after a series
of endogenous analyses and robustness tests. Research findings on the mechanism of action show that digital financial
inclusion can promote the growth of private enterprises by alleviating financial constraints, improving payment convenience
and technological innovation of private enterprises. Taking regional differences of digital financial inclusion and industry
and scale differences of private enterprises into consideration, this paper further empirically tests heterogeneity of the
impact of digital financial inclusion on the growth of private enterprises and the transmission mechanisms among the eastern
and central and western regions, between manufacturing and non-manufacturing private enterprises, and between large and
micro, small, and medium-sized private enterprises. The findings show that the effect of digital financial inclusion on the
growth of private enterprises in the eastern region and the central and western regions presents significant differences,
mainly because the development level of digital financial inclusion has not crossed over the corresponding threshold. Digital
financial inclusion can promote the growth of micro, small, and medium-sized and non-manufacturing private enterprises
through alleviating financial constraints and improving payment convenience, and can promote the growth of manufacturing
private enterprises and large private enterprises through alleviating financial constraints. The marginal effect of the
development of digital financial inclusion is greater on the growth of micro, small, and medium-sized private enterprises and
non—manufacturing enterprises than on large private enterprises and manufacturing private enterprises.

This research contributes to enriching the category of digital financial inclusion and the growth of private enterprises,
and also provides evidence support for relevant decision-making departments to formulate differentiated and targeted policy
measures, thereby better playing the role of digital financial inclusion in promoting the growth of private enterprises.

Key words: digital financial inclusion; private enterprises; technology innovation; financing constraints; payment

convenience
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