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Driving Force of Independent Innovation of Small and Micro Enterprises

—Evidence from the Perspective of Digital Financial Inclusion

GUO Peiyao'  YIN Zhichao®
(1. Beijing Wuzi University, Beijing,China;

2. Capital University of Economics and Business, Beijing, China)

Abstract: Can digital finance, an important driver of the development of the digital economy, help micro and
small enterprises(MSEs) innovate and play the role of digital technology in amplifying and multiplying high-quality
economic development? This paper investigates the impact of digital financial inclusion on the innovation of MSEs
based on the digital inclusive finance index at the prefecture-level and the China Household Finance Survey (CHFS)
data. The empirical results indicate that digital financial inclusion plays a significant role in stimulating the innovation
activities of MSEs. For every 1% increment in the regional digital inclusive finance index, the probability of MSEs to
carry out innovative activities increases by 0. 17% , the R&.D investment of MSEs increases by 0. 92% , and the proba-
bility of enterprises to increase their innovation revenue increases by 0. 11%. The use of digital inclusive financial serv-
ices by enterprises leads to a 3. 14 % increment in innovation activities, a 22. 66 % increment in R&.D investment, and
a 2.21% increment in the probability of innovation revenue increase. Further analysis shows that digital financial in-
clusion injects new impetus to innovation mainly by improving the innovation environment and enhancing innovation,
easing credit constraints and increasing credit scale, and expanding social networks and promoting information sha-
ring. Firm-level characteristic heterogeneity analysis indicates that for micro and small business owners with high fi-
nancial literacy and non-risk aversion, the development of digital finance is more likely to stimulate their innovative
R&.D. Region-level heterogeneity analysis indicates that digital financial inclusion plays a greater role in eastern re-
gions, first-tier, new first-tier and second-tier regions with higher levels of development, the development of digital
inclusive finance in underdeveloped regions and third,fourth, fifth-tier and other cities is still relatively slow, and digit-
al financial inclusion still needs to be promoted. The research provides a new perspective on the innovation of MSEs,
and offers policy recommendations for digital finance to promote high-quality economic development.

Keywords: Digital Financial Inclusion;Small and Micro Enterprises; Innovation Activities; R&.D Investment
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