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Measurement of the Inclusive Financial Level and Its Impact on Economic Growth:

An Empirical Analysis Based on Provincial Panel Data

XIA Xuhong, XIAO Shaofang
( School of Finance, Guangdong University of Foreign Studies, Guangzhou 518000, China )

Abstract: In reference to the index calculation method proposed by M. Sarma, combined with China’ s actual
economic situation, nine economic indicators are selected to calculate the inclusive financial index of China’s provinces
and cities. On this basis, a study has been carried out on the impact of inclusive finance on economic growth by citing
the economic data of China’s 30 provinces from 2006 to 2017, and by using fixed effect model and dynamic panel
data model based on DiffGMM. The results of inclusive financial index show that in the past decade, China’ s overall
inclusive financial level has made some progress, while with a considerable regional discrepancy. The empirical analysis
shows that the inclusive finance plays an important role in promoting economic growth, but its contribution is not
significant in the long run. Therefore, great efforts should be made to explore long-term complementary mechanisms
for inclusive financial development and economic growth, enhance economic growth potential and accelerate economic
development.
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Table 2 Inclusive financial index of China’ s 30 provinces from 2006 to 2017

Bl 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Jba 0.71 0.73 0.74 0.78 0.80 0.77 0.79 0.78 0.84 0.82 0.81 0.78
R 0.53 0.56 0.53 0.55 0.56 0.54 0.55 0.56 0.57 0.60 0.62 0.62
OE[d 034 035 0.35 0.40 0.40 0.39 0.39 0.38 0.43 0.44 0.48 0.49
i) 044 039 0.42 0.46 0.45 0.46 0.46 0.49 0.49 0.53 0.56 0.56
WEEEH 031 0.30 0.27 0.33 0.34 0.34 0.26 0.36 0.38 0.40 0.44 0.47
LT 0.42 0.45 0.45 0.44 0.48 0.46 0.45 0.47 0.50 0.53 0.59 0.59
HHK 0.38 0.37 0.37 0.40 0.40 0.37 0.37 0.39 0.40 0.45 0.48 0.49
BAIT 033 031 0.33 0.37 0.38 0.37 0.38 0.39 0.42 0.44 0.45 0.48
i 0.63 0.67 0.57 0.70 0.75 0.71 0.73 0.74 0.77 0.79 0.81 0.80
LR 039 040 0.42 0.43 0.45 0.45 0.46 0.47 0.49 0.51 0.54 0.55
Wi 046  0.49 0.50 0.52 0.54 0.54 0.55 0.56 0.58 0.59 0.62 0.61
L 0.35 0.35 0.35 0.38 0.39 0.38 0.37 0.39 0.42 0.45 0.47 0.46
pinka:s 037 038 0.39 0.41 0.42 0.41 0.42 0.44 0.46 0.48 0.50 0.49
PN 0.32 0.32 0.33 0.35 0.36 0.35 0.36 0.38 0.40 0.43 0.44 0.45
TN 0.35 0.35 0.34 0.37 0.36 0.39 0.40 0.41 0.43 0.45 0.46 0.48
TR 0.32 0.31 0.32 0.35 0.36 0.36 0.37 0.39 0.39 0.42 0.36 0.46
i 034 034 0.35 0.37 0.38 0.38 0.37 0.38 0.39 0.39 0.42 0.44
I 031 0.32 0.32 0.35 0.35 0.34 0.34 0.35 0.36 0.39 0.41 0.42
JAR 0.43 0.44 0.43 0.46 0.48 0.47 0.48 0.49 0.51 0.53 0.54 0.55
] 0.28 0.28 0.27 0.31 0.33 0.32 0.33 0.35 0.36 0.38 0.40 0.40
TR 0.38 0.36 0.37 0.39 0.42 0.39 0.42 0.43 0.45 0.48 0.52 0.53
VS 040  0.38 0.41 0.44 0.45 0.45 0.46 0.47 0.48 0.48 0.47 0.48
)i 037 037 0.39 0.42 0.44 0.43 0.44 0.45 0.47 0.48 0.50 0.50
M 0.32 0.32 0.32 0.33 0.36 0.35 0.36 0.38 0.40 0.42 0.44 0.44
Py 027 034 0.33 0.37 0.38 0.37 0.37 0.38 0.40 0.41 0.43 0.42
(S| 039 039 0.40 0.41 0.42 0.41 0.41 0.43 0.44 0.47 0.49 0.49
i 036 035 0.36 0.41 0.40 0.40 0.42 0.43 0.45 0.49 0.52 0.52
Hi 030 034 0.30 0.36 0.38 0.39 0.41 0.42 0.44 0.46 0.47 0.49
TH 0.41 0.41 0.41 0.43 0.44 0.43 0.44 0.45 0.47 0.51 0.51 0.52
s 0.35 0.35 0.33 0.37 0.39 0.39 0.40 0.41 0.42 0.45 0.47 0.47
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Fig. 1 A trend map of national and regional inclusive

financial index
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Table 3  List of variables
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Table 4 Model regression results

AFEFEI Ordinary Least Fixed Effect Random Effects
For It Square Model Model
0.153%#* 0.373%#* 0408+
n (0.054 2) (0.051 8) (0.050 6)
—0.126%** —0.158%%%* —0.195%**
e (0.024 7) (0.027 2) (0.025 9)
0.030 2%+ 0.007 05%* 0.015 [#%%
Va2 (0.003 20) (0.003 44) (0.003 33)
-0.005 17 0.019 6+ 0.011 9%+
V23 (0.004 60) (0.005 21) (0.005 13)
-0.003 64 —0.171%%% —0.120%**
Y24 (0.0107) (0.013 2) (0.011 0)
-0.135 0.183%* 0.151%
Vs (0.144) (0.0779) (0.088 6)
0.041 6 0.292%#% 0.206**
P (0.070 1) (0.112) (0.099 1)
0.511 —1.295%%% ~1.078%*
To (0.670) (0.378) (0.421)
N 360 360 360
R 0.547 0.728
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Table 5 Hypothesis test
(SLSZAN St AdE PiE
LM K 403.46 0.000 0
Hausman 556 93.12 0.000 0
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Table 6 Model regression results

AR R B Fixed Effect Model(robust)  Different GMM
7 0.373%%* 0.272%%%
(0.087 6) (0.090 1)
Va1 —0.158*** 0.002 60
(0.035 3) 0.011 1)
Va2 0.007 05 —-0.000 518
(0.005 34) (0.001 11)
Yoy 0.019 6** ~0.001 41
(0.007 99) (0.002 25)
Va4 —0.171%*** -0.026 6**
(0.043 6) (0.010 6)
Yos 0.183%* 0.0140
(0.076 4) (0.048 1)
Yoo 0.292% 0.274%%%
(0.147) (0.0757)
71 0.880%**
(0.049 7)
Vs —0.202**
(0.080 2)
Yo —1.295%**
(0.366)
N 360 300
R 0.728
ARQ) 0.813
Hansen #6:56: 0.166
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