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Dividing the Pie: How Can Digital Finance Promote Income Equality

LV Yongbin GUO Yichen
(School of Finance s Zhongnan University of Economics and Law s Wuhan 430073, China)

Abstract : By combining the macro perspective and micro data, this paper matches the China House-
hold Finance Survey data and the Peking University Digital Inclusive Finance index, city-level in-
come inequality indicators calculated based on household microdata, and uses entropy method to
construct the common prosperity index, so as to verify the relationship between digital finance, in-
come equality and common prosperity. This paper finds digital finance can reduce income inequality
and promote common prosperity. Furthermore, bridging the digital divide, improving access to for-
mal credit and promoting residents’ employment are important mechanisms. Robustness test and in-
strumental variable method are also adopted to prove the reliability of the conclusion. The paper
provides a theoretical reference for the formulation and improvement of policies related to the opti-
mization of income distribution, the realization of common prosperity and the development of digital
finance.

Key words: Digital Finance; Income Equality; Digital Divide; Common Prosperity; Entropy Method

GULGE .2 5O

93





