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Abstract. Digital economy is a new economic form which can promote a more 
unified fairness and efficiency. It is also an important means to promote the con-
sumption upgrade of residents, and digital inclusive finance is the key link of it. 
This research analyzes the impact of the development of digital financial inclu-
sion on consumption upgrading. It is found that the development of digital inclu-
sive finance can promote consumption upgrades; secondly, the development of 
digital inclusive finance can improve residents' ability to use digital technology; 
third, the development of digital inclusive finance can improve residents' ability 
to use digital technology, so as to realize the consumption upgrading. 
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1 Introduction 

China's economy has turned from a high-speed growth stage to a high-quality develop-
ment stage, and it is in the crucial period of changing the development mode, optimizing 
the economic structure and changing the growth power. Under the new development 
pattern, consumption is the final demand, the goal and motive force of production, and 
the direct embodiment of people's need for a better life. Digital economy is a powerful 
driving force to promote economic growth, has become the most dynamic and innova-
tive economic form at present, and is one of the core growth poles of the national econ-
omy. As a key link in the development of digital economy, digital inclusive finance can 
reduce information asymmetry, improve the availability and convenience of financial 
services, effectively optimize residents' consumption structure. Influenced by COVID-
19, the easy-to-operate digital economy improves the consumption utility. Enhances 
the residents' application ability of digital technology, and smoothes the channels for 
residents to participate in the digital economy, which can meet the people's increasingly 
diverse needs while realizing the consumption upgrade. 
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2 Theoretical analysis and research hypotheses 

2.1 Digital inclusive finance and consumption upgrading 

Scholars analyzed the impact of digital economy, especially digital inclusive finance, 
on consumption upgrading. Yi and Zhou (2018), Yang et al. (2021), Long et al. (2022) 
found that digital inclusive finance can improve the consumption level and optimize 
the consumption structure [1-3]. Li et al. (2020) and Song et al. (2022) found that digital 
economy especially digital inclusive finance can promote consumption upgrading by 
facilitating payment, easing credit constraints, stimulating online consumption and 
other mechanisms [4,5]. Therefore, this research puts forward hypothesis 1: 
H1: The development of digital inclusive finance can promote consumption upgrading. 

2.2 Digital inclusive finance and the ability to use digital technology 

In order to participate in the digital economy smoothly, residents need to improve their 
digital technology ability. Scholars analyzed the influence of digital economy, espe-
cially digital inclusive finance, on the application ability of digital technology. Guo and 
Wang (2020) pointed out that the digital economy requires residents to have internet 
skills [6]. Zhang and Xiang (2016) found that the improvement of residents' internet ap-
plication ability is brought by consumption upgrading[7].Zhang and Han (2021) found 
that digital inclusive finance can increase residents' access to information[8].Therefore, 
this research puts forward hypothesis 2: 

H2: The development of digital inclusive finance can enhance residents' ability to 
use digital technology. 

2.3 Application ability of digital technology and consumption upgrade 

Scholars analyzed the digital economy, especially the digital inclusive finance, upgrade 
consumption by improving the application ability of digital technology. Chen et al. 
(2022) proposed that the use of digital credit is improving residents' consumption level 
and realizing consumption upgrading [9]. Torpey (2000), Ritzer (2001) and Lin (2022) 
found that technological innovation was closely related to consumption upgrading, and 
the improvement of digital technology and the progress of consumption tools were con-
ducive to consumption upgrading [10-12]. Therefore, This research puts forward hypoth-
esis 3: 

H3: Digital inclusive finance can upgrade consumption by improving residents' dig-
ital technology application ability. 
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3 Models, variables and data 

3.1 Model specification 

In order to explore the impact of digital inclusive finance on consumption upgrading 
and residents' digital technology utilization ability, and verify whether digital inclusive 
finance can upgrade consumption by improving residents' digital technology applica-
tion ability. This research constructs the empirical model as follows: 
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𝐶𝑂𝑈𝑗𝑡 indicates the consumption upgrade level of j region in t year; 𝐷𝐼𝐹𝑗𝑡  indicates 
the development level of digital inclusive finance of j area in t year; 𝐷𝑇𝐴𝑖𝑗𝑡 indicates 
the residents' ability to use digital technology of j region in t year; 𝛼1 measures the 
impact of digital inclusive finance development on consumption upgrading; 𝛽1 
measures the impact of digital inclusive finance development on residents' ability to 
use digital technology; 𝛽
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 is the influence of intermediary effect; 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑖𝑗𝑡 in-

dicates the residents and local control variables in j area in t year; 𝜆𝑖, 𝜓𝑖  and 𝜅𝑖indi-
cates individual fixed effect; 𝜑𝑡  , 𝜙𝑡   and 𝜊𝑡 indicates the year fixed effect; 𝜀𝑖𝑗𝑡 , 𝜐𝑖𝑗𝑡 

and 𝜔𝑖𝑗𝑡  are random disturbance terms. 

3.2 Variables and data 

The explained variable in this research is consumption upgrading (𝐶𝑂𝑈𝑗𝑡). It is ex-
pressed by the ratio of per capita consumption expenditure on education, culture and 
entertainment to per capita consumption expenditure. The core explanatory variable is 
the development level of digital inclusive finance (𝐷𝐼𝐹𝑗𝑡), which includes three dimen-
sions: the coverage breadth of digital finance (𝐶𝑂𝑉𝐸𝑅𝑗𝑡), the depth of the use of digital 
finance (𝑈𝑆𝐸𝑗𝑡) and the digitalization degree of inclusive finance (𝐷𝐼𝐺𝐼𝑗𝑡). Dividing 
the number inclusive finance index and its three dimensional indexes by 100 as explan-
atory variables. The mediating variable is the ability to use digital technology (𝐷𝑇𝐴𝑖𝑗𝑡). 
Van Dijk (2002) pointed out that there is a gap in the use of digital technology due to 
different purposes [13], the value ranges from 0 to 25. Panel data covering the four years 
of 2014, 2016, 2018 and 2020, with a total of 13772 samples. 

4 Empirical analysis 

Based on Model (1), the regression results are shown in Table 1. According to Table 1, 
the development of DIF can promote consumption upgrading, thus verifying 
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Hypothesis 1. And the coverage breadth of digital finance, the depth of digital finance 
use and the digitalization degree of inclusive finance can promote consumption upgrad-
ing. 

Table 1. Digital inclusive finance and consumption upgrade 

Variable 
𝐶𝑂𝑈 

(1) (2) (3) (4) (5) (6) 

𝐷𝐼𝐹 0.00579*** 
(7.60) 

0.00586*** 
(7.69) 

0.01741*** 
(19.87)    

𝐶𝑂𝑉𝐸𝑅    0.02987*** 
(23.89)   

𝑈𝑆𝐸     0.00469*** 
(8.69)  

𝐷𝐼𝐺𝐼      0.00524*** 
(15.51) 

𝐼𝑛𝑑𝑖𝑣𝑖𝑑𝑢𝑎𝑙  
𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑁𝑂 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙  
𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑁𝑂 𝑁𝑂 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑛𝑢𝑚𝑏𝑒𝑟 13772 13772 13772 13772 13772 13772 
R2 0.3478 0.3484 0.4397 0.4403 0.4422 0.4426 

Note: The figures in parentheses are t-value statistics, and ***, ** and * indicate significance at the con-
fidence levels of 1%, 5% and 10%. Data source: Statistical Yearbook of China, CFPS, the Peking University 
Digital Inclusive Finance Index and Wind database. The same below. 

Based on Model (2), adding control variables of individual residents and regional 
development in turn, the regression results are shown in Table 2. The development of 
DIF can improve residents' ability to use digital technology, thus verifying Hypothesis 
2. 

Table 2. Digital inclusive finance and the ability to use digital technology 

Variable 
𝐷𝑇𝐴 

(1) (2) (3) 

𝐷𝐼𝐹 0.29899*** 
(4.32) 

0.27315*** 
(3.93) 

0.37909** 
(2.25) 

𝐼𝑛𝑑𝑖𝑣𝑖𝑑𝑢𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑁𝑂 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑁𝑂 𝑁𝑂 𝑌𝐸𝑆 

𝑛𝑢𝑚𝑏𝑒𝑟 13772 13772 13772 
R2 0.5928 0.5952 0.5964 

This research explores the transmission mechanism of "DIF → DTA → COU" using 
Model (1) to Model (3). The results are shown in Table 3. The development of DIF can 
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promote consumption upgrading by improving residents' ability to use digital technol-
ogy, thus verifying Hypothesis 3. 

Table 3. DIF, DTA and consumption upgrade 

Variable 
𝐶𝑂𝑈 𝐷𝑇𝐴 

(1) (2) (3) 

𝐷𝐼𝐹 0.01741*** 
(19.87) 

0.01692*** 
(19.36) 

0.37909** 
(2.25) 

𝐷𝑇𝐴  0.00010*** 
(9.22)  

𝐼𝑛𝑑𝑖𝑣𝑖𝑑𝑢𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑛𝑢𝑚𝑏𝑒𝑟 13772 13772 13772 
R2 0.4397 0.4433 0.5964 

5 Robustness test 

In this research, while changing the sample or doing tail shrinking treatment, the pro-
motion effect of the development of DIF on consumption upgrading is significant and 
robust, and Hypothesis 1 is further verified. While changing method or doing tail 
shrinking treatment, the development of DIF has a significant effect on improving res-
idents' ability to use digital technology, and Hypothesis 2 is further verified. 

Table 4. Robustness tests 

Variable 

𝐶𝑂𝑈 𝐷𝑇𝐴 

Change sample Tail shrinking Change method Tail shrink-
ing 

(1) (2) (3) (4) 

𝐷𝐼𝐹 0.02605*** 
(25.21) 

0.01992*** 
(22.97) 

2.11913*** 
(3.44) 

0.42014*** 
(2.46) 

𝐼𝑛𝑑𝑖𝑣𝑖𝑑𝑢𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 

𝑅𝑒𝑔𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 𝑌𝐸𝑆 
𝑛𝑢𝑚𝑏𝑒𝑟 11977 13772 13772 13772 

R2 0.4146 0.4411 0.5964 0.5964 
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6 Conclusions and Suggestions 

It is showed that: first, the development of DIF can promote consumption upgrading; 
Second, the development of DIF can enhance residents' ability to use digital technol-
ogy; Third, the development of DIF can promote consumption upgrading by improving 
residents' ability to use digital technology. The suggestions are as followed. 

First, strengthen the construction of digital infrastructure, accelerate the implemen-
tation of the "Broadband China" strategic deployment, lay a solid hardware foundation 
for the development of DIF. 

Second, optimize the mobile payment environment, promote the aging of digital life, 
encourage peers to support "digital feedback" with their families, strengthen the educa-
tion and training of digital skills.  

Third, strengthen financial supervision, popularize financial legal knowledge, raise 
the awareness and ability of fraud prevention, and encourage saving moderate, green, 
low-carbon, civilized and healthy modern lifestyles and consumption patterns, so as to 
achieve consumption upgrading. 
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