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Abstract

Since the reform and opening up, China's economy has begun to glow with
vitality and rapid growth. The level of financial development has played a decisive
role in the important development process of China's economy. With the rapid growth
of China's economy, the impact of economic dual structure has gradually become
prominent, and the urban and rural economy has shown an obvious imbalance,
especially the urban-rural income gap is too large. Implementing the National Rural
Revitalization policy is not only an important measure to achieve common prosperity,
but also an inevitable requirement to achieve high-quality economic development at
this stage. Financial development is an important link to promote rural revitalization,
the main force to support rural economic growth, and the "living water" to improve
the level of agricultural modernization. Therefore, how to give full play to the impetus
of finance to the real economy, reasonably allocate financial resources, maximize the
benefits of financial resources, and ensure the efficient and healthy development of
the financial system is of great significance to the revitalization and development of
rural areas and the narrowing of the income gap between urban and rural areas.

In view of this, this paper summarizes the relevant literature, and analyzes the
impact mechanism of financial development on urban-rural income gap under the
guidance of g-j model, financial inhibition and financial deepening theory, urban-rural
dual economic structure and other theories. On this basis, the sample data of 30
provinces and cities in China from 2002 to 2020 are selected. First of all, from the
dimensions of financial development scale, efficiency, structure and the development
of digital Inclusive Finance, the fixed effect model is used to study the relationship
between them. Secondly, we use threshold model and intermediary effect model to
test the threshold effect of financial development and urban-rural income gap and the
indirect effect of economic growth. The conclusions are as follows: first, financial
development has a significant role in narrowing the urban-rural income gap, and there
are differences in the size of the role in different dimensions. At the same time, when
examining the impact mechanism, it is found that the scale of financial development
and the development of digital Inclusive Finance have a significant threshold effect,
showing an "inverted U" nonlinear relationship with the urban-rural income gap.

Second, the role of financial development in economic growth has indirectly
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narrowed the income gap between urban and rural areas. Third, the heterogeneity
test found that in terms of the scale of financial development, it significantly eased the
urban-rural income gap in the central and western regions, but the relationship
between the eastern regions was not obvious; The two regions have effectively
alleviated the gap in financial development efficiency, structure and the development
of digital Inclusive Finance, and the development of digital Inclusive Finance has
played a greater role in narrowing the urban-rural income gap in the central and
western regions.

Based on the above research conclusions, this paper puts forward relevant
suggestions for financial development to better help rural revitalization and narrow
the gap between urban and rural areas from the following four aspects. First, increase
financial construction and related support in rural areas to meet the practical needs of
the rural population; Second, strengthen the input of financial resources in
combination with regional characteristics, and adopt targeted policy support for
different regions; Third, strengthen the construction of regional digital Inclusive
Finance and improve the construction level of Internet infrastructure; Fourth,
comprehensively improve the cultural quality of rural residents and strengthen the
popularization of financial knowledge, so as to deepen rural residents' understanding

of financial products.

Keywords:Financial development; Economic growth; Urban rural income gap
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