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How Does Payment Technology Affect Consumption Inequality?

—Empirical Evidence Based on China Household Finance Survey

Zang Xuheng'? Lyu Chongyang' Fu Lianying®
(1. School of Economics, Shandong University, Jinan 250100, P. R. China;
2. School of Applied Economics, Shandong University of Finance and Economics,
Jinan 250014, P. R. China;
3. School of Economics and Finance, Huaqiao University, Quanzhou 362021, P. R. China)

Abstract: Payment technology is one of the most active parts of financial technology, which is
profoundly reshaping consumption behaviors and consumption habits, providing an important
opportunity to narrow consumption gaps and boost residents’ consumption. From a theoretical
perspective, this paper reveals the mitigating effect of payment technology on consumption inequality
among households and analyzes its transmission mechanisms across three dimensions: income
inequality, liquidity constraints, and payment convenience. Empirical tests are conducted using data
from the China Household Finance Survey. The main conclusions of this paper include: First,
payment technology can reduce consumption inequality, and this conclusion is robust. Second,
heterogeneity tests indicate that the mitigating effect of payment technology on consumption
inequality varies across generations, income levels, human capital, and financial literacy.
Specifically, payment technology has a stronger effect in mitigating consumption inequality among
young people, low-income groups, and households with lower human capital and financial literacy.
This also suggests that by assisting “vulnerable groups”, payment technology can effectively
mitigate consumption inequality across different groups. Third, the results of the mechanism tests
indicate that payment technology influences consumption inequality through three channels: income
inequality, liquidity constraints, and payment convenience. Specifically, payment technology
significantly reduces permanent income inequality and narrows the relative sense of deprivation in
consumption across groups; the adoption of payment technology effectively alleviates households'
liquidity constraints and unlocks consumption potential; Furthermore, by promoting online
consumption patterns, payment technology has facilitated consumption scenarios and expanded
consumption opportunities. Fourth, further research indicates that relying solely on bank card
payments or mobile payments significantly exacerbates consumption inequality among households.
Only when these two payment methods are used in combination does their mitigating effect on
consumption inequality become statistically significant. Therefore, promoting the diversified and
integrated development of payment tools helps alleviate consumption inequality and boost
consumption.

Keywords: Payment technology; Consumption inequality; Income inequality; Liquidity constraints;

Payment facilitation
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