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Digital Inclusive Finance, Factor Distortion and
Green Total Factor Productivity

TIAN Jie', TAN Qiu-yun'”, CHEN Yi-ming’
(la. Research Center for Economy of Upper Reaches of the Yangste River, 1b. School of Finance,
Chonggqing Technology and Business University, Chongging 400067, China;
2. School of Economics and Management, Southwest University, Chongging 400715, China)

Abstract; Digital inclusive finance promotes the improvement of green total factor productivity by promoting
financial market efficiency to improve factor allocation distortions situation. Using the panel data of 285
prefecture-level cities in China from 2011 to 2017, this paper empirically analyzes the effect and transmission
mechanism of digital financial inclusion on green total factors by using the mediating effect model and
introducing the distortion index of labor and capital factor allocation. The results show that the development of
digital financial inclusion reduces the degree of factor distortions, and the improvement of factor distortions is
significantly conducive to the improvement of green total factor productivity. Compared with the digitalization
degree, the coverage breadth and use depth of digital inclusive finance have a more significant effect on
improving green total factor productivity. Compared with central and west areas and middle-sized and small
cities, the effect of digital inclusive finance development - factor distortion improvement - green total factor
productivity improvement is more significant in the eastern region and big cities. Therefore, with resources and
environment increasingly becoming the rigid constraint of economic growth, China should vigorously promote
digital inclusive finance, boost the free flow and effective integration of capital and labor factors, so as to
achieve the coordinated development of digital inclusive finance and green total factor productivity.

Key words: digital inclusive finance; capital distortions; labor distortion; green total factor productivity
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