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Abstract. The inclusive financial policy aims to address the financial needs of the vulnerable, such 
as small and micro enterprises (SMEs), farmers. The Chinese government places significant 
emphasis on the advancement of inclusive finance, and this paper employs a literature review 
method to demonstrate the positive effects of inclusive financial policies and digital inclusive finance 
(DIF) in the areas of small and micro enterprise financing, rural revitalization, urban development, 
real economy, and virtual economy. 
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1. Introduction 

The implementation of the inclusive financial policy is closely associated with the overall situation 

of China's economic prosperity and social development. In 2023, the State Council released the 

Implementation Opinions on Advancing the High-Quality Development of Inclusive Finance, a 

policy document that delineates the trajectory for inclusive finance development over the next five 

years. In this context, it is of paramount importance to scrutinize the efficacy of implementing 

inclusive financial policies. Through the evaluation and optimization of inclusive financial policies, 

people can better understand the effect of the policies in practical operation, identify existing 

problems and challenges, for the sake of facilitating the advancement of inclusive finance towards a 

high-quality development. And to better cater to the requirements of the tangible economy and the 

populace at large, with particular emphasis on SMEs as well as rural areas, while concurrently 

fostering a more balanced and sustainable economic growth. DIF is the culmination of the fusion 

between inclusive finance and digital technology, such as the Internet, big data, and artificial 

intelligence to deliver more streamlined, effective, and cost-efficient financial services. DIF has the 

potential to transcend the geographical and financial barriers inherent in traditional financial services, 

thereby broadening the reach of financial inclusion and enhancing the accessibility and satisfaction 

of such services. 

This study is dedicated to the assessment of the effectiveness of financial inclusion and digital 

financial inclusion across various sectors, as well as strategies for its optimization. This paper will 

employ the method of literature review to elucidate the research objectives and encapsulate the 

literature across five dimensions: firstly, delving into the funding mechanisms for SMEs; secondly, 

exploring the implications for rural revitalization; thirdly, examining its impact on urban development; 

fourthly, analyzing its influence on both real and virtual economies; finally, culminating in a 

comprehensive summary and conclusion. 

2. Alleviate the Pressure on Financing for SMEs 

Due to the information asymmetry challenge between banks and enterprises, it is difficult for 

enterprises to get financing. Just like the banks don’t know the condition of enterprises, so banks 

won’t invest in them. The author contends that the proliferation of financial inclusion and DIF has 

proven advantageous for SMEs. Several scholars have delved into the influence of inclusive finance 

on the funding of SMEs.  
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The impact of inclusive financial policies on the funding of SMEs is paramount. The reasons why 

small enterprises need credit risk analysis is that SMEs could use the result to get finance from the 

bank. Inclusive finance is beneficial for providing financial support to SMEs with low levels of credit 

risk [1]. However, the scope of their research was not big enough. 

Despite of the traditional inclusive financial policy, some scholars study the DIF that combines 

financial inclusion policies with big data. Consequently, the scope of research pertaining to financing 

for SMEs is extensive, yet there remains a dearth of exploration into the utilization of DIF. 

Digitalization in inclusive finance does better on SMEs’ financing than traditional inclusive financial 

services, especially in solving the asymmetric information. Furthermore, SMEs can reap the benefits 

of DIF by accessing an expanded array of financial services that are more comprehensive in nature 

[2]. Based on this research, the starting points for future research could focus on the different stages 

of SMEs’ financing. As for the function of DIF, some scholars have deeper thoughts and specific 

methods in it. Compared to the extensive scope of DIF, the profound nature of DIF produces 

significant results in financing for SMEs. And aiming at the issues of attribute, domain, and regional 

mismatches, DIF helps SMEs with its heterogeneity features. Not only does policy play a crucial role 

in financing, but financial institutions themselves should also expand the use of DIF [3]. The effect 

that SMEs get financing is that they do good to China economics. While DIF offers improved 

financial services to disadvantaged companies, it is essential to update the infrastructure in order to 

fully leverage the speed of 5G technology. If enterprises want to make full use of the policy, it is 

essential for them to enhance their understanding of digital finance and raise their awareness of 

innovation [4]. Speaking of the influence of DIF on SMEs’ innovation, the majority of the studies put 

attention to the inclusivity of the policy, but ignore the influence of financial incongruity on the 

development of enterprises. Take China DIF as an example, it will greatly relieve the negative effect 

caused by financial mismatch when SMEs are financing [5]. Some academics argue that DIF 

facilitates the high-quality advancement of enterprises by mitigating financial leverage and easing 

financial constraints. However, it is not without its limitations, as it predominantly relies on a single 

indicator, namely TFP, to gauge the development of high-qualified enterprises. Despite being highly 

representative, the quality of enterprise development can be viewed through a multifaceted lens, 

encompassing various dimensions. This paper primarily addresses two major challenges. However, 

enterprises may encounter additional issues beyond these [6]. Therefore, these scholars are 

concentrating on the significance of DIF for enterprises and exploring strategies for policy 

implementation. 

Except SMEs, sole proprietorship are the main beneficiaries of the inclusive financial policy as 

well. As for entrepreneurship, it is significant to get financial support. DIF possesses the capacity to 

enhance the performance of innovation by easing financing constraints and to encourage household 

entrepreneurship by reducing such constraints [7]. In addition to some specified sole entrepreneurship, 

social entrepreneurship (SE) is also important to Chinese economic. Some researchers have identified 

the benefits of DIF to SE by conducting an analysis of a sample comprising 2783 data points collected 

from 282 prefecture-level cities across China. The promotion of SE through DIF is attributed to its 

ability to mitigate the constraints associated with financing [8]. 

Besides the analysis of credit risk of micro enterprises itself, commercial banks that provide 

financing support to enterprises is also vital. After conducting research on the impact of DIF on the 

credit risk of commercial banks, it has been determined that DIF has the potential to mitigate the 

credit risk faced by these financial institutions. Furthermore, it is strongly encouraged for commercial 

banks to leverage DIF in order to enhance the depth and breadth of their financial services, while 

simultaneously mitigating the costs associated with information asymmetry. And this is useful for 

enterprises to get financing from banks. However, it is also a threat if the SMEs could no pay back 

the loan to bank. So as for bank, it should assess the risk when enterprises take out a loan from the 

banks [9]. 

Above all, the author does concern that whether inclusive finance or DIF is good for SMEs and 

other vulnerable organizations. 
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3. The Impact on Rural Revitalization 

A policy release says rural revitalization and inclusive finance are China's two major development 

strategies. There exists a symbiotic correlation between traditional inclusive finance and DIF, where 

their combined effects are mutually beneficial. Both of them contribute to rural revitalization [10]. 

The author think that inclusive financial policy makes great effects in promoting rural revitalization. 

3.1. Digital inclusion has boosted farmers' incomes 

Numerous scholars have explored the domain of DIF in rural areas and uncovered some 

remarkable findings. Among them, it has been revealed that the progression of DIF serves to bolster 

the income levels of farmers, particularly within regions characterized by low economic standing [11]. 

But this research used macro data to analyze. So this research is not comprehensive enough. In 

comparison to traditional inclusive finance, DIF has demonstrated superior efficacy in fostering the 

augmentation of rural residents' income through its impact on their production and investment 

endeavors. However, the paper also had some limitations: it lacked comprehensive data and materials 

at the micro level in rural areas [12]. Utilizing the China Household Finance Survey and Research 

Center (CHFS) data to scrutinize the impact of DIF on enhancing household wealth at a micro level. 

It was discerned that household wealth is an accumulation resulting from sustained long-term 

endeavors. The evolution of DIF in China has been relatively brief, yet its impact on household wealth 

is multifaceted and can be characterized by various stages. Also, this research based on all families, 

not just households in rural area [13]. Rural families’ financing is one of the ways to increase income 

as well, and DIF helps them by enhancing the awareness of their financial literacy [14]. 

Entrepreneurship in rural areas is not only influenced by individuals, but also by DIF. In order to 

achieve rural revitalization, the entrepreneurship of rural mothers is closely linked to DIF. If DIF 

services could refine, the probability of rural mothers’ entrepreneurship will increase. But the data 

still not big enough to make a comparison with different countries and regions [15]. About non-farm 

employment, entrepreneurship received a stronger stimulating effect than other employment situation. 

Furthermore, women and individuals from eastern geographical regions are more likely to reap the 

benefits of DIF. The future plan should concentrate on the promotion of non-farm labor force in 

entrepreneurship [16]. In order to maintain the stability of rural economies, rural industrial integration 

is essential. DIF exerts a significant influence in promoting industrial integration in non-major grain-

producing areas. Upon analyzing provincial panel data from 2021 to 2021 encompassing 30 provinces 

in China, it becomes apparent that the DIF plays a pivotal role in shaping the resilience of agricultural 

economy [17]. 

When the income of people in rural areas increases, the whole economics will have a qualitative 

breakthrough on rural revitalization.  

3.2. Digital inclusive finance promote green development in rural areas 

Transitioning to environmental-friendly economics is also an important topic. Some scholars have 

gathered extensive details and conducted related analyses on whether DIF could promote green 

economic development in rural areas.  

To foster the sustainable advancement of green total factor productivity in rural areas, the pivotal 

role of DIF cannot be overstated. Its contribution is indispensable in driving this transformative 

agenda forward. Because the financial knowledge can be shared, rural residents could promote their 

innovation in new agricultural technologies. Moreover, DIF offers them financial assistance in a 

manner that is both comprehensive and impactful. However, some limitations can’t be ignored. 

Because of the data availability, the analysis was carried out for some chosen provinces of China and 

the data were selected from 2012 to 2019 [18]. In addition to specific green total factors, agricultural 

elements exert an indirect influence on the ecological economy in rural areas. Enhancing DIF to 

mitigate the financial constraints encountered by agribusiness and foster a culture of innovation 

within the agricultural sector. Improving the abilities of agriculture which is to mean that improving 
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resource utilization and reducing the waste of resource. To a certain extent, it could promote green 

development in rural areas by making full use of the resources [19]. Some specific methods of 

promoting green growth in China are carried out by other scholars. Local governments should 

enhance their oversight of DIF in order to ensure the effective delivery of DIF services within the 

context of the green economy. This is crucial for promoting sustainable and environmentally friendly 

economic development. Some underdeveloped regions, such as rural areas, should prioritize the 

implementation of digital finance in the digital transformation of businesses and social energy 

services. This will contribute to achieving a more equitable distribution of DIF across various 

dimensions, promoting balanced growth [20]. 

4. Impact on urban development 

While rural areas focus on promoting digital inclusion, urban areas prioritize the innovation of 

enterprises. Traditional inclusive financial policy gives a good start which is to say that it provides 

more financial services to urban development. The positive impact of inclusive finance on 

urbanization is undeniable. However, the progress of inclusive finance in China has been 

characterized by a low level of development and an imbalanced distribution. Combining the internet 

with inclusive finance will broaden the range of services offered [21]. 

The progression of DIF exerts a profound influence on the economic dynamism of urban areas. 

Furthermore, it serves to bolster the spirit of entrepreneurship, fostering a climate ripe for 

entrepreneurial and innovative endeavors. When a region boosts the dynamism of innovation, it could 

drive the surrounding cities to burst out of innovative vitality [22]. 

As a result, DIF is mainly acting on the enterprise innovation. 

5. Effect on the real economy and vritual economy 

Real economy is the basic of economy development. Promoting the successful transformation of 

real economy is good for the enterprises’ innovation, which leads to the growth of economy [23]. If 

allowing the virtual economy to grow faster than the real economy, then the whole economy will lose 

control. For this the coordinated development ratio is raised, it can play a role in alerting the rapid 

development of virtual economy [24]. Both the two economies are significant to the development of 

China economy. Currently, the virtual economy and real economy in China are experiencing a 

coordinated development. This harmonious synergy between the two sectors is indicative of a 

sophisticated and dynamic economic landscape. The pace of the virtual economy's development 

outstrips that of the real economy, advancing at a slightly swifter rate. It is imperative to constantly 

monitor the evolution of the virtual economy [25]. 

The financing of SMEs discussed above exemplifies inclusive finance in the virtual micro 

economy. Enterprises can utilize banks as a financial platform to access the digital economy, enabling 

them to achieve goals such as capital turnover within the virtual economy. Simultaneously, inclusive 

finance has also facilitated the metamorphosis and innovation of the capital framework of small and 

micro enterprises. If these two types of economies can thrive within the framework of digital inclusive 

finance, China's journey towards achieving widespread prosperity will draw ever closer. 

6. Conclusion 

Whether the traditional inclusive finance or the DIF, they both have good impact on the 

development of China. This paper offers a comprehensive analysis of the significance of inclusive 

finance and DIF at both micro and macro levels, delving into their profound impact on various aspects 

of the financial landscape. Throughout the various literature, it can be concluded that these policies 

have facilitated easier access to financing for SMEs. Consequently, This has resulted in a rise in the 

mean income of the populace. It is also in response to the call of the country's rural revitalization, and 

at the same time, the city is also booming, which will help accelerate the realization of common 
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prosperity. However, digital inclusion is prone to rapid growth as a virtual economy. And if not 

handled properly, it will weaken the real economy.  

While this paper has some limitations. No literature on financial inclusion in foreign countries was 

cited to compare with China's. And no specific data were collected for explanation. Thus, the future 

research angle can choose a specific area to analyze the exact benefits embodied in the policy by 

using the detailed data. 

References 

[1] Binghui W, Jing Y, Tingting D, et al. An analysis of credit risk of middle and small-sized enterprises in 

the inclusive financial system : an example from China[J]. IOP Conference Series: Materials Science and 

Engineering,2020,768(5):052057. 

[2] Xiaoyan Z ,Jinbao L ,Dong X , et al.Digitalization, financial inclusion, and small and medium-sized 

enterprise financing: Evidence from China[J].Economic Modelling,2023,126 

[3] Bu Y ,Du X ,Wang Y , et al.Digital inclusive finance: A lever for SME financing?[J].International Review 

of Financial Analysis,2024,93103115-. 

[4] Su R ,Zheng T ,Zhong Y , et al.Role of Digital Inclusive Finance for High-Quality Business Development: 

A Study of China’s “Five Development Concept” Policy[J].Sustainability,2023,15(15):12078-. 

[5] Wenqi L ,Wenbin P .Digital inclusive finance, financial mismatch and the innovation capacity of small 

and medium-sized enterprises: Evidence from Chinese listed companies[J].Heliyon,2023,9(2):e13792-

e13792. 

[6] Chien-Chiang L ,Manting T ,Chi-Chuan L .Reaping digital dividends: Digital inclusive finance and high-

quality development of enterprises in China[J].Telecommunications Policy,2023,47(2): 

[7] Jinshun W ,Luyao W .Impacts of digital inclusive finance on household entrepreneurship[J].Finance 

Research Letters,2023,56 

[8] Yang Q ,Bai Y ,Yang X , et al.How digital inclusive finance promotes social entrepreneurship: Evidence 

from 282 cities in China[J].Heliyon,2024,10(10):e31387-. 

[9] Ruan J ,Jiang R .Does digital inclusive finance affect the credit risk of commercial banks?[J].Finance 

Research Letters,2024,62(PA):105153-. 

[10] Jing W .Digital inclusive finance and rural revitalization[J].Finance Research Letters,2023,57 

[11] Xiuping G ,Luting W ,Xianglei M , et al.The impact of digital inclusive finance on farmers' income level: 

evidence from China's major grain production regions[J].Finance Research Letters,2023,58(PC): 

[12] Xu L ,Yueying M ,Wenyu Z .Digital inclusive financial services and rural income: Evidence from China's 

major grain-producing regions[J].Finance Research Letters,2023,53 

[13] Fan W ,Fengxiang C ,Tao L .The influence of digital inclusive finance on household wealth: A study 

based on CHFS data[J].Finance Research Letters,2023,58(PC): 

[14] Fu C ,Sun X ,Guo M , et al.Can digital inclusive finance facilitate productive investment in rural 

households?–An empirical study based on the China Household Finance Survey[J].Finance Research 

Letters,2024,61105034-. 

[15] KaiChao S ,Ruixue M ,Joseph K .An in-depth analysis of the entrepreneurship of rural Chinese mothers 

and the digital inclusive finance[J].Telecommunications Policy,2023,47(7): 

[16] Wang Y ,Qi Y ,Li Y .How does digital inclusive finance influence non-agricultural employment among 

the rural labor force? ——Evidence from micro-data in China[J].Heliyon,2024,10(13):e33717-e33717. 

[17] Gao Q ,Sun M ,Chen L .The impact of digital inclusive finance on agricultural economic 

resilience[J].Finance Research Letters,2024,66105679-. 

[18] Dan L ,Yushan L ,Jia Y , et al.Digital inclusive finance and green total factor productivity growth in rural 

areas[J].Journal of Cleaner Production,2023,418 

[19] Xianna H ,Qiuhua C ,Nan W .The impact of digital inclusive finance on the agricultural factor mismatch 

of agriculture-related enterprises[J].Finance Research Letters,2024,59104774-. 

[20] Asif R ,Xiaodong Y .Digital finance and green growth in China: Appraising inclusive digital finance using 

web crawler technology and big data[J].Technological Forecasting & Social Change,2023,188 



Highlights in Business, Economics and Management GEFHR 2024 

Volume 43 (2024)  

 

413 

[21] Li Q ,Chen L ,Hao T .Unlocking Urbanization: The symbiotic relationship between inclusive finance and 

urban development in China[J].Heliyon,2024,10(5):e27457-. 

[22] Yanan S ,Xiaotong Y .Do digital inclusive finance, innovation, and entrepreneurship activities stimulate 

vitality of the urban economy? Empirical evidence from the Yangtze River Delta, China[J].Technology 

in Society,2023,72 

[23] Ailing W, Qiong L, Tian H. A Study on the Coordinated Development of Virtual Economy and Real 

Economy[C]//2019 International Conference on Economic Management and Cultural Industry (ICEMCI 

2019). Atlantis Press, 2019: 213-217. 

[24] Shang Y. Research on the relationship between virtual economy and real economy development in 

China[C]//Journal of physics: conference series. IOP Publishing, 2019, 1237(2): 022098. 

[25] Xie K, Wang Y, Liu H. Based on the granger causality tests the research about the relation between the 

real economy and virtual economy in china[J]. Australian Journal of Business and Management Research, 

2013, 3(7): 23. 

 


