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The Impact of Digital Village Construction on the Common
Prosperity of Farmers and Rural Areas: From the
Perspectives of Wealth Creation and Inclusive Sharing

Liu Chuanmingl, Zhao Shuchen’

(1. School of Economics, Shandong University of Finance and Economics, Jinan 250014, China,
2. School of Public Administration, Southwestern University of Finance and Economics, Chengdu 611130, China)

Summary: Digital village construction is an important integration point of the “Digital China” and
“Rural Revitalization” strategies, and a crucial driving force for promoting the common prosperity of farmers
and rural areas. This paper combines the county-level digital village index with the China Household Finance
Survey (CHFS) data and examines the impact and mechanism of digital village construction on the common
prosperity of farmers and rural areas.

The findings of this paper are as follows: First, digital village construction significantly promotes the
common prosperity of farmers and rural areas. It has a significant positive impact on both wealth creation and
inclusive sharing, but the effect of wealth creation is greater than that of inclusive sharing. Second, mechan-
ism testing shows that digital village construction promotes the common prosperity of farmers and rural areas
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by affecting farmers’ household entrepreneurial behavior, social capital accumulation, and household financial
asset allocation, thereby generating the “wealth creation effect” and “inclusive sharing effect”. Third, from
the results of heterogeneity in individual farmer characteristics, the impact of digital village construction is
greater on households with male heads and those without elderly members; from the results of regional eco-
nomic heterogeneity, the impact of digital village construction is greater in eastern and central regions and
areas with a higher level of industrial structure.

The contributions of this paper are as follows: First, it combines the CHFS micro data with the county-
level macro data and constructs a comprehensive index system for measuring the common prosperity of farm-
ers and rural areas, enriching the research on the measurement and evaluation of the common prosperity of
farmers and rural areas. Second, it combines the county-level digital village index with the CHFS micro data
and empirically assesses the impact of digital village construction on the common prosperity of farmers and
rural areas, providing a data foundation and empirical evidence for evaluating the common prosperity effect of
digital village construction. Third, it clarifies the mechanism of how digital village construction affects the
common prosperity of farmers and rural areas from three aspects: affecting farmers’ household entrepreneurial
behavior, expanding farmers’ social capital, and optimizing farmers’ household financial asset allocation.

Key words: digital villages; common prosperity of farmers and rural areas; wealth creation effect;

inclusive sharing effect (WEmE B

CEFEES 18 T

sources of long-term potential growth rate by employing a GAR model. The main conclusions are as follows:
First, using traditional H-P filter, band-pass filter, and wavelet analysis to estimate the potential growth rate
will face large measurement errors, and the maximum deviation is up to 2-5 percentage points, which will seri-
ously affect estimation accuracy. Second, the essence of selecting an optimal method for estimating the long-
term potential growth rate is to make a trade-off among forecasting capability, economic causal inference cap-
ability, and measurement stability. As long as the weight of forecasting capability is no more than 0.8, a singu-
lar spectrum with 4(2) type is the dominant choice for estimating China’s long-term potential growth rate.
Third, the tail risk estimation results of long-term potential growth rate show that long-term demand shortage
leads to the recent downward trend in the long-term potential growth rate, but its overall level is still in a reas-
onable range.

The policy implications of this paper are that: First, during periods of frequent economic fluctuations, it is
necessary to grasp the basic state, core features, and equilibrium level of the macro economy. Second, the
measurement of potential variables should focus not only on the complexity of estimation process, but also on
the application value and economic significance of potential variables, so as to select an optimal potential
measurement method regarding to the practical situation. Third, on the one hand, the weak recovery character-
istic of the economy still needs more time to ease; on the other hand, China’s economy still owns a medium-
high growth potential, and the basic trend of steady and positive development remains unchanged. Thus, we
should follow the natural law of economic development and ensure a healthy and orderly economic recovery.

Key words: long-term potential growth rate; singular spectrum decomposition; econometric

evaluation; economic contraction risk (HERE B &)
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