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A B S T R A C T

In the era of advancing digital transformation, the impact of the digital divide on residents’ financial behavior

has garnered considerable attention, yet there exists a gap in understanding its implications for financial

advisors. Employing the analytical framework of “access gap-usage gap-utility gap” and utilizing a Probit

model with sample selectivity, this paper systematically explores the impacts, heterogeneity, and mecha-

nisms of the three levels of the digital divide on the demand for and engagement with financial advisors

among residents in six eastern provinces of China in 2022. Key findings are as follows: (1) The impact of the

access gap isn’t significantly, whereas the effects of the usage gap and utility gap are significantly negative.

This implies that residents’ internet usage itself does not affect the likelihood of seeking and engaging finan-

cial advisors, but lower frequency and perceived importance of internet usage decrease the likelihood of

seeking and engaging financial advisors. (2) Heterogeneity analysis reveals that the inhibitory effects of the

usage gap and utility gap are more pronounced in rural households, those with debt, and householders lack-

ing financial education. (3) Mechanism studies uncover that both the usage gap and utility gap diminish resi-

dents’ demand for and engagement with financial advisors by weakening social networks and reducing

information attention. This study contributes to a deeper understanding of the profound impact of digital

transformation on financial markets, offering policy suggestions and practical guidance to enhance financial

services.

© 2024 Published by Elsevier España, S.L.U. on behalf of Journal of Innovation & Knowledge. This is an open

access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/)
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Introduction

As is well-known, due to market incompleteness and the irratio-

nality and limitations of individual cognition, individuals consistently

find themselves unable to make rational financial decisions (Dalen et

al., 2017; Liu & Lu, 2023; Rodrigues et al., 2019). Consequently, the

majority of investors hold investment portfolios that are insuffi-

ciently diversified and rational, leading to lower investment returns

and higher investment risks (Lu et al., 2020; MacDonald et al., 2023).

Numerous studies have found that financial professionals, repre-

sented by financial advisors, aid individuals in avoiding making erro-

neous decisions (Fong & Lee, 2023). In fact, with the continuous

development of economic levels and the general increase in wealth

accumulation, residents’ financial awareness is gradually strengthen-

ing. Consequently, there is a sustained increase in the demand for

financial advisors among residents in pursuit of financial goals,

wealth appreciation, and risk mitigation (Liu, 2023). Moreover, the

ever-evolving nature of financial markets has increased the complex-

ity of investment decision-making for ordinary investors, prompting

many to seek personalized financial planning advice from profes-

sional financial advisors (Burke & Fry, 2019; Rodrigues et al., 2019).

In sharp contrast, the proportion of residents expressing demand for

financial advisors and actually hiring them is not particularly high

(Amaral & Kolsarici, 2020; Liu & Lu, 2023). Consequently, understand-

ing the factors influencing residents’ behavior regarding financial

advisors has become a crucial area of investigation.

Early research on residents’ financial behavior predominantly

centered on the allocation of financial products, demand for and

engagement with financial or retirement planning. MacDonald et al.

(2023) conducted a comprehensive review of the literature on the

value of financial advice, revealing a predominant focus on financial

benefits while lacking a holistic view of value and the factors impact-

ing it. In recent years, some scholars have shifted toward
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emphasizing residents’ financial advisory behavior and analyzing

influencing factors from various perspectives (Amaral & Kolsarici,

2020; Barthel & Lei, 2021; Bhattacharya et al., 2023; Burke & Hung,

2021; Kim et al., 2021). These factors encompass micro-level individ-

ual characteristics (such as gender, education level, financial knowl-

edge, and social networks, etc.), meso-level family characteristics

(such as household income, assets, and social networks, etc.), and

macro-level contextual factors (including regional economic develop-

ment, financial consumer protection, and policies and regulations).

With the proliferation of digital technology and the ensuing digi-

tal transformation of financial markets, individuals face increasingly

intricate and diverse financial choices. Consequently, the demand for

professional financial advisors is on the rise, with expectations that

they can furnish personalized financial plans and investment strate-

gies (Brenne & Meyll, 2020; Piehlmaier, 2022). However, concur-

rently, residents grapple with the adverse effects of the digital divide,

significantly influencing their access to, understanding of, and ability

to utilize financial advice. The digital divide refers to disparities in

individuals’ ability to access, comprehend, and use digital informa-

tion, encompassing imbalances in technological capabilities, digital

literacy, and information acquisition channels (Lu et al., 2023). There

is a compelling reason to believe that the digital divide imposes con-

straints on residents’ engagement with financial advisory services.

On the one hand, disparities in individuals’ access to financial-related

information, exacerbated by the digital divide, may hinder certain

residents from easily acquiring relevant financial knowledge and

information, thereby diminishing their likelihood of seeking financial

advisory services (Lythreatis et al., 2022; Vassilakopoulou & Hustad,

2023). On the other hand, the digital divide might leave certain resi-

dents struggling to comprehend and apply complex financial con-

cepts and data analysis, resulting in challenges in receiving financial

advice and potentially making erroneous decisions (Aissaoui, 2022).

Furthermore, the digital divide may impact individuals’ ability to

leverage technological tools for financial management and advisory

services, with some residents lacking the necessary skills and experi-

ence to utilize digital financial tools, thus facing barriers in accessing

financial advisory services (Scheerder et al., 2017). Therefore, there is

a pressing need for in-depth research on the effects to formulate tar-

geted policies and measures, ensuring that all residents can fully ben-

efit from professional financial advisory services.

Currently, China’s “Digital China” strategy has led to continuous

improvements in internet infrastructure. Despite these advance-

ments, the proportion of Chinese residents expressing a need for

financial advisors and those who actually engage financial advisors

remains relatively low. According to the CHFS2019 database, merely

3.03 % of Chinese residents express a need for financial advisors, and

among them, only 13.02 % have utilized financial advisory services

(Liu & Lu, 2023). Is the digital divide influencing the demand for and

engagement with financial advisors among Chinese residents? Does

this influence vary across distinct levels of the digital divide and

show heterogeneity across diverse demographic profiles? How does

this influence manifest its effects? Answers to these questions are

crucial. To address this research gap, this article utilizes survey data

collected from residents in six provinces of East China in 2022 and

employs the analytical framework of “Access gap-Usage gap-Utility

gap” to systematically investigate the impact, heterogeneity, and

mechanism of the digital divide on the demand for and engagement

with financial advisors among residents. In this context, "Access gap"

refers to the situation where residents, relative to internet usage,

either have no access to or do not use the internet, thus experiencing

an access gap. "Usage gap" pertains to the scenario where residents’

overall frequency of internet usage is lower, indicating a more severe

case of usage hap. "Utility gap" denotes that the lower the perceived

importance of the internet among residents, the more severe the util-

ity gap they experience. Compared to existing research, this paper

introduces several innovations:

Firstly, a comprehensive analysis of residents’ financial advisory

behavior necessitates considering two perspectives: the demand for

and engagement with financial advisors. The demand for financial

advisors reflects individuals’ cognitive needs and psychological

expectations for financial advisory services, while engagement with

financial advisors focuses on individuals’ choices and decisions

regarding engaging in financial advisory services. When scrutinizing

the factors impacting the decision to hire a financial advisor, over-

coming the sample selectivity issue concerning the demand for finan-

cial advisors is crucial. However, prior research has often overlooked

this issue. For example, Kim et al. (2021) used a Probit model to ana-

lyze the impact of financial literacy on the demand for financial

advice and its influence on the selection of different sources of finan-

cial advice within the group with a demand for financial advice. How-

ever, due to sample selectivity issues, their estimation results may be

biased. To address this issue, this paper introduces the Probit model

with sample selectivity (referred to as the PSS model) for research

purposes (Chaudhuri & Cheric, 2012; Liu & Lu, 2023), providing

essential methodological insights for research in this field.

Secondly, a plethora of research indicates that the digital divide

has severe adverse consequences on residents’ well-being, encom-

passing objective facets such as employment, income, assets, educa-

tional opportunities, physical health, and life participation prospects,

along with subjective aspects like happiness, relative deprivation,

mental health, and depression (Aissaoui, 2022; Goncalves et al.,

2018; Lu et al., 2023; Lythreatis et al., 2022; Vassilakopoulou & Hus-

tad, 2023). In recent years, despite some scholars beginning to con-

centrate on the ramifications of the digital divide on residents’

financial behaviors, such as asset allocation, retirement planning, or

financial planning (Lythreatis et al., 2022; Yu et al., 2023), limited

research has delved into financial advisory behavior. Therefore, the

primary objective of this paper is to enrich the comprehension of the

impact of the digital divide by scrutinizing its effects on residents’

demand for and engagement with financial advisors through theoret-

ical hypotheses and empirical analysis.

Thirdly, it is crucial to acknowledge that the triad of digital divi-

sion levels is not isolated but intricately linked through chain effects,

with influences cascading from the initial to the ultimate tier (Wei et

al., 2011). Despite researchers recognizing the existence of these

three levels, constraints in available data have posed challenges in

systematically gauging and characterizing the extent and status of

the digital divide across all three tiers for individuals (Loh & Chib,

2021; Lu et al., 2023; Ragnedda, 2017; Scheerder et al., 2017; Zhao et

al., 2022). In this study, we embrace the intricacies and variations

within the digital divide and employ diverse perspectives to measure

the usage and utility gap. Through this comprehensive approach, our

aim is to furnish an exhaustive understanding and analysis of the pre-

vailing state of the digital divide at various levels. Indeed, the usage

gap delves into residents’ objective internet utilization patterns,

while the utility gap encapsulates residents’ subjective assessments

of internet usage. These two dimensions should not be conflated.

Nevertheless, there exists a dearth of literature systematically inves-

tigating the impact of distinct levels of the digital divide on residents’

financial behaviors, with even fewer comparative studies on the

repercussions for residents’ demand for and engagement with finan-

cial advisors. This paper strives to redress this research gap and fun-

damentally grapple with this issue.

Finally, there is scant literature scrutinizing the underlying mech-

anisms by which the digital divide shapes residents’ financial advi-

sory behavior. In this context, this paper aspires to enhance

comprehension by probing whether the digital divide influences the

demand for and engagement with financial advisors through the

extent of information attention and social networks. Undoubtedly,

this approach adds to a more holistic examination of this domain.

The remaining sections of the paper are organized as follows:

Chapter 2 conducts a review of the existing literature, followed by
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the research hypotheses. Chapter 3 will introduce the data sources,

followed by the construction of variables. In Chapter 4, we will ini-

tially present the baseline estimation results, followed by robustness

checks, heterogeneity analysis, and mechanism tests. Chapter 5 will

initiate with a “discussion” section, offering insights from both aca-

demic and policy perspectives. Finally, a succinct summary of the

conclusions will be provided, followed by the identification of limita-

tions and suggestions for potential areas of future improvement.

Literature review and hypothesis

Literature review

The concept and measurement of digital divide

Early research on the digital divide primarily focused on the

access level, which examined the gap between individuals with inter-

net access and those without it, based on material conditions. This

first level digital divide, also known as the digital access divide or

access gap, primarily revolves around internet device ownership and

internet accessibility (Van Dijk, 2006). As internet infrastructure

improved and access gaps narrowed, scholars shifted their attention

to the usage level. They found that even with equal access, individu-

als might not use the internet in the same way or to the same extent.

This variation in internet usage is evident in factors such as content,

skills, motivation, frequency, and preferences (Liao et al., 2022; Loh &

Chib, 2021; Lythreatis et al., 2022; Scheerder et al., 2017). This dis-

tinction in internet usage patterns is referred to as the second level

digital divide. Existing literature predominantly centers on two main

categories: one underscores the frequency of internet usage, often

termed as the “usage gap,” while the other highlights internet usage

skills, commonly referred to as the “digital capability divide” (Lu et

al., 2023).

In recent years, some scholars have expanded their research to

focus on the “effect” level, studying differences in cognition, atti-

tudes, values, and behavioral patterns among populations after

accessing and using the internet. This concept is known as the third

level digital divide. However, there is still some controversy sur-

rounding this concept. Some scholars emphasize analyzing the objec-

tive consequences of internet use, such as the inequalities in work,

learning, entertainment, and interpersonal relationships caused by

differences in internet access or usage, and they refer to it as the digi-

tal outcome divide (Scheerder et al., 2017; Zhao et al., 2022). Others

highlight the subjective utility difference in internet usage, which

pertains to differences in perceived importance, and they refer to it

as the utility gap (G�omez, 2018; Ragnedda, 2017).

Factors influencing residents’ financial advisory behavior

Recently, some scholars have identified various factors influenc-

ing residents’ financial advisory behavior from different perspectives.

For example, Amaral and Kolsarici (2020) observed a significant

inverse correlation between the likelihood of seeking advice from a

financial planner and investment in financial literacy. Brenner and

Meyll (2020) identified a robust negative relationship between the

utilization of robot-advisors and the inclination to seek human finan-

cial advice. Barthel and Lei (2021) investigated the association

between cognitive ability and the propensity to seek financial advice,

revealing no significant relationship between three dimensions of

cognitive ability (memory, objective numeracy, and subjective

numeracy) and the pursuit of financial advice. Burke and Hung

(2021) discovered a correlation between financial trust and the usage

of advice as well as the inclination to seek advisory services. Piehlma-

ier (2022) found that investors exhibiting overconfidence display a

notably higher tendency to adopt robot-advice. Bhattacharya et al.

(2023) revealed gender disparities in advice provision within finan-

cial planning firms, with women being more inclined than men to

receive advice regarding individual or local securities, a trend not

observed in securities firms. Delis et al. (2023) demonstrated that

hard priming elicits a heightened positive intention to consult a bank

advisor. Fong and Lee (2023) investigated the impact of consumers’

trust in financial institutions on both their seeking and adopting

behaviors of financial advice, establishing financial trust as a potent

predictor of both behavioral outcomes. Liu (2023) identified essential

factors such as subjective norms, financial knowledge, financial risk

tolerance, and personal traits as positively influencing an individual’s

decision to seek advice from financial planners, while financial stress

stemming from financial constraints exerted a significant negative

effect. Liu and Lu (2023) concluded that heightened levels of financial

literacy positively impact both the demand for and employment of

financial advisers.

Regrettably, prevailing literature seldom segregates subjective

demand from actual engagement behavior within residents’ financial

advisory conduct, not to mention amalgamating the two within a

holistic analytical framework. Moreover, there exists a dearth of

research delving into the ramifications of the digital divide on resi-

dents’ financial advisory behavior, let alone juxtaposing these conse-

quences across various tiers of the digital divide and elucidating the

underlying mechanisms.

Hypotheses

This article posits that the digital divide has adverse effects on

both residents’ demand for and engagement with financial advisors.

The primary rationales are outlined as follows: (1) The digital divide

results in inequalities in information access (Ragnedda, 2017; Vassila-

kopoulou & Hustad, 2023). Residents with limited digital literacy or

constrained internet access face difficulties in accessing up-to-date

financial information and market trends. This informational gap

makes them less acquainted with new financial products and invest-

ment opportunities, reducing their inclination to seek guidance from

financial advisors.(2) The digital divide may contribute to deficiencies

in digital financial literacy among certain residents, indicating a lack

of understanding and proficiency in utilizing financial technology

tools and digitalized financial methodologies (Aissaoui, 2022). Conse-

quently, there is a decreased receptivity towards digital financial

services, with individuals perceiving offerings from financial advisors

as overly complex or daunting, thereby avoiding seeking guidance

from financial advisors. (3) The digital divide may hinder interaction

and communication between residents and financial advisors

(Lythreatis et al., 2022). For those unfamiliar with digital communica-

tion tools, engaging remotely with financial advisors may seem cum-

bersome or arduous. Face-to-face communication may require

proximity in time and geography, presenting challenges for residents

residing in remote locales or with limited mobility. Moreover, con-

cerns about the security and reliability of online financial services

may further reduce residents’ willingness to seek assistance from

financial advisors. As a result, this study proposes hypotheses H1a

and H1b as follows:

H1a. The digital divide at different levels exhibits a negative impact

on the demand for financial advisors, including the access gap, usage

gap, and utility gap. This implies that residents who do not use the

internet, have lower internet usage frequency, and perceive the inter-

net as less important, are less prone to seek financial advisors.

H1b. The digital divide at different levels exhibits a negative impact

on the engagement of financial advisors. This suggests that residents

who do not use the internet, have lower internet usage frequency,

and perceive the internet as less important, are less likely to engage

financial advisors.

Social network mechanism

Firstly, this paper posits that the digital divide undermines resi-

dents’ social networks due to the following reasons (Aissaoui, 2022;
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Hooghe & Oser, 2015; Lu et al., 2023): (1) In the contemporary digital

era, social networks predominantly flourish on internet-based plat-

forms, fostering information exchange through online social media

and communities. However, residents lacking digital literacy or con-

venient internet access face barriers to participating in these net-

works, leading to uneven access to information. Consequently, their

connection to digital social networks weakens, limiting avenues for

communication and interpersonal connection. (2) The digital divide

may create barriers to digital socialization for certain residents. Those

unfamiliar with digital communication tools may perceive online

social media and communities as unfamiliar and unreliable, resulting

in a decreased inclination for active engagement. These barriers

impede interaction and communication, affecting the growth and

strength of social networks. (3) Unequal access to information and

obstacles to digital socialization stemming from the digital divide

may cause certain residents to experience detachment from digital

social networks, fostering feelings of digital isolation. This gradual

alienation diminishes their presence within social networks, leading

to reduced interaction and weakening the breadth and density of

these networks. (4) The digital divide may intersect with social cogni-

tion and cultural dynamics, sparking biases or misconceptions

towards digital social networks. Some residents may perceive tradi-

tional modes of socialization as more dependable and trustworthy,

viewing digital social media and online communities with skepticism

or distrust. This sociocultural influence diminishes residents’ desire

to engage in digital social networks, hindering their expansion and

reinforcement.

Furthermore, the enhancement of residents’ social networks

serves as a catalyst in facilitating the demand for and engagement

with financial advisors owing to the following reasons (Chaudhry et

al., 2022; Fong & Lee, 2023; He & Li, 2020; Heimer, 2016):(1) Social

networks act as conduits for the dissemination and exchange of

financial insights. Improved social networks enable residents to share

and access financial information among peers through platforms like

social media, online communities, and digital forums. This facilitates

the spread of financial knowledge, enhancing residents’ awareness of

their financial circumstances and predisposing them to seek guidance

from financial advisors. (2) The amplification of social networks fos-

ters the exchange of professional acumen and expertise. Residents

may connect with individuals possessing substantial financial prow-

ess or a background in finance, gaining nuanced counsel on invest-

ments and financial strategies. This knowledge-sharing dynamic

could as the potential to drive an increased demand for financial

advisors as residents recognize the potential for professional advisors

to provide tailored and comprehensive financial planning services.

(3) The reinforcement of social networks bolsters social influence and

fosters trust-based relationships among residents. Active engage-

ment with financial advisors within social spheres allows resident to

share positive experiences, enhancing faith and rapport with finan-

cial advisors. This social endorsement increases the inclination to

enlist financial services. (4) Within social networks, individuals are

influenced by the conduct and attitudes of their peers. As certain resi-

dents benefit from financial advisors’ services and achieve com-

mendable financial outcomes, others may be inspired to seek similar

professional assistance. This ripple effect can lead to the proliferation

and permeation of the demand for financial advisors within social

networks. Therefore, hypothesis H2 is proposed as follows:

H2. The digital divide exerts a suppressing effect on the demand for

and engagement of financial advisors among residents by weakening

their social networks.

Information attention mechanism

This paper contends that the digital divide hampers residents’

information attention levels due to the following factors (Aydin,

2021; Chetty et al., 2018; Vassilakopoulou & Hustad, 2023): (1) The

digital divide creates scenarios where certain residents cannot access

the latest information disseminated through digital channels like the

Internet and social media. Residents lacking digital literacy or conve-

nient internet access face challenges in accessing relevant information,

constraining their ability to attend to news, current events, and other

critical information. (2) The digital divide may leave some residents

with a deficit in digital literacy, marked by a lack of proficiency in infor-

mation and communication technologies. In an era heavily reliant on

digital platforms for information dissemination, individuals unfamiliar

with these technologies may have difficulty navigating the vast reposi-

tory of information available online, resulting in diminished attention to

pertinent such information. (3)While some residentsmay possess adept

digital literacy skills, the sheer vastness of information in the digital age

can lead to information overload and decision paralysis. Confronted

with a deluge of information sources and content, residents may find

themselves overwhelmed, making it challenging to discern and priori-

tize relevant information. Consequently, individuals may choose to limit

their attention to information or limit their focus to a few familiar sour-

ces while disregarding others.

Furthermore, the enhancement in residents’ information atten-

tion levels sparks an upswing in the demand for and engagement

with financial advisors, driven by the following rationales (Liu & Lu,

2023; Nekrasov et al., 2023; Sicherman et al., 2016): (1) With height-

ened information attention, residents demonstrate a propensity to

actively seek the latest financial insights and professional expertise.

Gaining knowledge about financial market dynamics, intricacies of

investment products, and strategies for financial planning enhances

residents’ financial acumen and understanding. This increased

awareness enables residents to discern their financial imperatives

and aspirations more discerningly, thus amplifying their inclination

to seek guidance from financial advisors. (2) The elevation in infor-

mation attention leads to an increase in residents’ demand for finan-

cial planning services. Heightened awareness of their financial

standing and future objectives compels residents to strive for finan-

cial growth and risk mitigation through thoughtful financial plan-

ning. In this context, residents exhibit an enhanced predisposition to

engage professional financial advisors for personalized financial

counsel and planning. (3) By intensifying their focus on information,

residents cultivate a profound understanding of the intricacies and

sophistication inherent in the realm of finance. Recognizing the chal-

lenging nature of navigating complex investment landscapes and vol-

atile financial markets independently, residents display an increased

openness to seeking assistance from seasoned financial advisors.

Equipped with expertise, financial advisors provide residents with

tailored financial solutions aligned with their risk tolerance and

financial objectives. (4) Augmented information attention equips res-

idents with a nuanced understanding of the intricacies associated

with various financial alternatives, enabling them to systematically

evaluate risks and returns. This heightened proficiency instills confi-

dence in residents’ financial decision-making abilities, fostering a

greater inclination for active engagement in financial endeavors.

Simultaneously, residents demonstrate an increased propensity to

seek the professional insights and guidance of financial advisors in

making prudent financial choices. Therefore, this article proposes the

following hypothesis H3:

H3. The digital divide exerts a suppressing effect on the demand for

and engagement of financial advisors among residents by diminish-

ing their level of information attention.

Data and variables

Data preprocessing

The data for this study was initially gathered during the Chinese

New Year period in 2022 and subsequently augmented through
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additional surveys conducted between July and September 2022. The

survey predominantly focused on soliciting pertinent information

concerning households in the year 2021, incorporating a retrospec-

tive analysis of various crucial aspects dating back to 2019, encom-

passing provinces such as Jiangsu, Shandong, Anhui, Zhejiang,

Jiangxi, and Fujian. The survey team predominantly comprised young

faculty members, graduate students, and undergraduates from the

author’s university and collaborating institutions. The selection of the

East China six provinces is underpinned by various factors. Primarily,

this region stands out as one of China’s economically prosperous

areas, distinguished by a high urbanization rate and relatively ele-

vated per capital income levels. Furthermore, it boasts a notable level

of engagement in financial markets and a discernible diversification

in asset allocation practices, indicative of a pronounced demand for

financial management services among residents and a heightened

propensity towards enlisting the services of financial advisors. More-

over, the East China six provinces exhibit a spectrum of geographical

locations and economic structures, manifesting substantial disparities

in economic development across different locales. This heterogeneity

affords a more nuanced depiction of the diverse population groups

and regional dynamics present within the area. Consequently, opting

to focus on the East China six provinces for research purposes is

deemed a judicious choice. It is imperative to acknowledge that while

the East China six provinces may not comprehensively represent the

entirety of China’s population, their status as economically developed

regions suggests that the financial advisory behaviors observed

within this context may, to a certain extent, reflect broader trends

among Chinese residents. As such, the insights gleaned and policy

recommendations formulated through this research endeavor hold

the potential to furnish valuable perspectives applicable to other

regions.

The survey employed a multi-stage random sampling method-

ology, as follows: Initially, from each of these selected provinces,

3-4 prefecture-level cities or counties were randomly chosen,

totaling 19 selections. Subsequently, from each selected prefec-

ture-level city or county, 3 districts or counties were randomly

selected based on criteria such as local economic development

and urban population size. From these chosen districts or coun-

ties, 3 neighborhood committees and 3 village committees were

randomly selected, with consideration given to the population

size of the community. Finally, approximately 20 households

were randomly chosen from each neighborhood or village com-

mittee, resulting in a total of 6800 households surveyed. This

comprehensive survey collected detailed information encompass-

ing various aspects of society, including population demographics,

income and expenditure patterns, production and business activi-

ties, credit-related behavior, and the fundamental characteristics

of the communities in which the sampled households were situ-

ated. The data collected provided a wealth of micro-level infor-

mation to support the analysis and findings of this study.

Prior to the analysis, the data underwent various preprocessing

procedures. Initially, invalid samples, including erroneous responses,

extreme values, and unanswered questions, were excluded, yielding

6618 valid samples. Following this, samples with missing values

related to key variables were filtered out, leaving 6524 valid samples.

Lastly, samples corresponding to household heads younger than

18 years old or older than 80 years old were omitted, resulting in a

final data set of 6056 valid samples.

Variables

Dependent variable

This study employs a research approach akin to that of Brenner

and Meyll (2020) and Liu and Lu (2023) to gauge the demand for and

engagement with financial advisors among residents.

Need for financial advisors (need). The survey questionnaire included

the question, “Do you require financial advisors or investment con-

sultants?” Based on responses of “yes” or “no,” a binary dummy vari-

able, denoted as “need,” was created to signify the presence of

demand for financial advisors. A response of “yes” was considered a

demand for financial advisors, assigned a value of 1. Conversely, a

response of “no” indicated no demand for financial advisors among

households, assigned a value of 0.

Engagement of financial advisors (engage). For respondents express-

ing a demand for financial advisors, further inquiry was made: “Does

your household currently employ a financial advisor or investment

consultant?” Based on responses of “yes” or “no,” a binary dummy

variable, denoted as “engage,” was constructed to indicate whether a

financial advisor was hired. A “yes” response signified engagement

with a financial advisor, thus assigned a value of 1. Conversely, a “no”

response indicated no engagement with a financial advisor, assigned

a value of 0. Notably, observations of the “engage” variable are only

applicable when “need” equals 1.

Therefore, “need” delineates the subjective demand for a financial

advisor, while “engage” encapsulates the objective behavior of

engaging a financial advisor subsequent to expressing the subjective

need.

Independent variable

Building upon the conceptual framework outlined by Ragnedda

(2017) and G�omez (2018), this study evaluates the digital divide

across three distinct levels:

Access Gap. The first level, known as the Access Gap, is gauged

through internet accessibility. Householders are queried on two

aspects: “Do you have mobile internet access?” and “Do you have

computer internet access?” If a householder responds negatively to

both questions, they are considered to have encountered an access

gap. If a householder responds positively to at least one question,

they are considered not to have suffered an access gap. A binary vari-

able named “access gap” is crafted to identify whether the house-

holder is affected by an access gap. A value of 1 denotes the presence

of an access gap, while 0 signifies its absence.

Usage Gap. The second level of the digital divide, termed the Usage

Gap, is quantified by the frequency of internet usage. For household-

ers without suffering access gap (i.e., with internet access), the ques-

tionnaire explores their internet use frequency for learning, work,

social activities, entertainment, and commercial activities. Response

options include “almost daily,” “3-4 times a week,” “1-2 times a

week,” etc., each assigned a numerical value. Variables are generated

for each category (e.g., Study Usage Gap, Work Usage Gap, Social

Usage Gap, Entertainment Usage Gap, and Commerce Usage Gap).

Subsequently, factor analysis is employed on these five indicators to

establish the variable “Usage Gap.” A higher value signifies a

decreased overall frequency of internet usage by the householder,

thereby indicating a more pronounced severity of the experienced

usage gap.

Utility Gap. The third level, referred to as the Utility Gap, is deter-

mined by the perceived importance of the Internet. For householders

without suffering access gap, the questionnaire investigates the

importance of the Internet for various activities, like learning, work,

social activities, entertainment, and business activities. Response

options are assigned values from 1 to 5, with 1 indicating “very

important” and 5 indicating “very unimportant.” Variables are con-

structed for each category (e.g., Study Utility Gap, Work Utility Gap,

Social Utility Gap, Entertainment Utility Gap, and Commerce Utility

Gap). Building on this foundation, factor analysis is applied to the five

mentioned indicators, yielding the variable termed “Utility Gap.” A
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higher value signifies a reduced overall perceived importance of the

internet for the householder, reflecting a heightened severity of the

experienced Utility Gap.

Control variable

Taking cues from existing literature (Bhattacharya et al., 2023;

Burke & Hung, 2021; Delis et al., 2023; Fong & Lee, 2023; Liu, 2023;

Piehlmaier, 2022), this study incorporates the following control vari-

ables:

Individual Characteristics of the Householder:

Gender (gender): Binary variable (male=1, female=0).

Age (age): Continuous variable representing the age of the house-

holder denoting the years of education.

Education Level (edu): Continuous variable denoting the years of

education.

Marital Status (marriage): Binary variable (married=1, other-

wise=0).

Financial Literacy (knowledge): calculated based on classic “Big

300 questions.

Risk Preference (risk): Binary variable (preference for risk=1, oth-

erwise=0).

Family Characteristics:

Size of Household Population (pop): Continuous variable repre-

senting the total number of individuals in the household.

Proportion of Labor Force (ratio): Continuous variable indicat-

ing the percentage of the household involved in the labor force.

Ownership of House (house): Binary variable (yes=1, no=0).

Purchase of Commercial Insurance (insurance): Binary variable

(whether to purchase commercial insurance: yes=1, no=0).

Total Household Income (income): Continuous variable repre-

senting the total income of the household.

Regional Differences: Using Zhejiang Province as a reference

group, binary dummy variables for five other provinces are intro-

duced to control for regional disparities.1

Identification variable

As previously mentioned, to ensure identifiability, it becomes cru-

cial to introduce identification variables at this point. Specifically, the

mean digital divide experienced by households within the commu-

nity serves as the identification variable. To elaborate further, when

examining the consequences of the access gap, the identification vari-

able corresponds to the proportion of the community grappling with

the access gap. Similarly, when exploring the usage gap, the identifi-

cation variable is represented by the mean usage gap experienced

within the community. Finally, in the examination of the utility gap,

the identification variable is represented by the mean utility gap

experienced across the community.

Mechanism variable

Social network (network). Drawing from existing literature (Cull et al.,

2022; Yang et al., 2021), this study employs household gift expendi-

tures as a proxy to measure social networks. Respondents were asked

in the survey questionnaire, “In the past 12 months, how much

money did your family spend on gifts for relatives and friends? (in

RMB).” Consequently, a social network variable, indicated as “net-

work,” was constructed. A higher value indicates a more developed

social network within the household.

Information attention (attention). In alignment with insights from the

existing literature, this paper employs residents’ level of attention to

economic or financial information as a metric for information atten-

tion (Nekrasov et al., 2023; Sicherman et al., 2016). The survey ques-

tionnaire inquires, “How much attention do you usually pay to

economic and financial information?” The response options are:

“Very much attention,” “Quite some attention,” “Average,” “Very little

attention,” and “Never pay attention,” which are assigned values of 5,

4, 3, 2, and 1, respectively. Using these responses, a variable termed

“attention” is created to indicate the extent of attention to economic

and financial information by the householder. A higher value signifies

a greater degree of attention by the householder to economic and

financial information.

To facilitate heterogeneity analysis, this study introduces addi-

tional variables:

1. Rural Residence (rural): This binary variable takes a value of 1 if

the household resides in a rural area and 0 otherwise.

2. Debt Status (debt): This binary variable takes a value of 1 if the

household has any form of debt and 0 otherwise.

3. Financial Education (train): The survey questionnaire evaluates

the householder’s engagement in financial knowledge learning by

asking, “How much time do you spend on financial knowledge

learning each week?” Responses range from “No time spent” to

“More than 5 h.” A binary dummy variable, train, is constructed

based on this question, taking a value of 1 if the time spent is

more than 1 h, indicating receipt of financial education, and 0 oth-

erwise.

Table 1 provides a descriptive result of the variables.

Empirical results

Benchmark results

In examining the factors influencing residents’ decisions to hire

financial advisors, it is crucial to consider the sample selectivity issue

related to the demand for financial advisors, as revealed in the earlier

analysis. To tackle this consideration, this study employs the Probit

model with sample selectivity, referred to as the PSS model (Chaud-

huri & Cheric, 2012; Liu & Lu, 2023). The specific details are as fol-

lows:

The demand for financial advisers (the first-stage selection equa-

tion):

need� ¼ X0

1b1 þ e1;need ¼ I need � >0ð Þ ð1Þ

The engagement of financial advisers (the second stage outcome

equation):

engage� ¼ X 0

2b2 þ e2; engage ¼ I engage � >0ð Þ; ifneed ¼ 1; ð2Þ

The need and engage with an asterisk (*) indicate the potential

outcomes; the need and engage without an asterisk (*) are the actual

observed outcomes (i.e. the demand for financial advisers, and the

engagement of financial advisers). Where I(&) represents an in dica-

tor function, X1 represents the explanatory variables in the selection

equation, and X2 represents the explanatory variables in the outcome

equation. To ensure model identification, the explanatory variables

must satisfy the condition X1 6¼ X2, which means that they are not

exactly the same. In addition, the error term (e1,e2) follows a multi-

variate normal distribution with mean 0 and a correlation matrix

with the correlation coefficient r. If this correlation coefficient r is

significant, this indicates that a sample selection problem exists.

However, if the correlation coefficient ris not significant, this indi-

cates that the sample selection problem is negligible and the probit

model can be used directly.

1 It is noteworthy that the highest value of absolute correlation coefficient among

the explanatory variables (comprising independent and control variables) is 0.62,

which falls below the threshold of 0.65. Additionally, the value in the VIF test for the

explanatory variables is merely 7.5, indicating the absence of multicollinearity issues

among these variables.
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The results are outlined in Table 2. Based on the results (1) and (2),

it is evident that within the first-stage selection equation, the impact

of the access gap on the demand for financial advisors is insignificant.

This implies that residents’ utilization of the internet does not signifi-

cantly alter the probability of requiring financial advisors. In the sub-

sequent second-stage results equation, the impact of the access gap

on the engagement of financial advisors also insignificant, suggesting

that subsequent to establishing a demand for financial advisors, resi-

dents’ internet usage does not markedly influence their likelihood of

engaging financial advisors. Therefore, the access gap does not signif-

icantly influence whether residents have a demand for financial advi-

sors or engagement them. This conclusion can be explained as

follows: Firstly, the demand for and hiring of financial advisors typi-

cally depend on individuals’ financial status, investment goals, and

urgent need for financial knowledge. Compared to the situation of

internet access, individuals’ economic conditions and financial objec-

tives may be more critical, directly affecting their inclination to seek

assistance from financial advisors. Even in the absence of internet

access, residents may still acquire financial knowledge through other

means, such as traditional media, social circles, or physical financial

institutions, to meet their demand for financial advisors. On the other

hand, financial advisors are usually professionals who provide serv-

ices within specific socioeconomic contexts, and their hiring is often

influenced more by individuals’ economic capacity and social net-

works. Even in the presence of an access gap, individuals with higher

economic means and broader social networks are still likely to

engage financial advisors, as they are better positioned to afford the

fees and access relevant information.

Moving on to results (3) and (4), within the first-stage selection

equation, the impact of the usage gap on the demand for financial

advisors emerges as significantly negative at the 1 % level. This indi-

cates that a decrease in the frequency of internet usage correlates

with a reduced probability of necessitating financial advisors. Subse-

quently, in the second-stage results equation, the influence of the

usage gap on the engagement of financial advisors is significantly

negative at the 1 % level. This underscores that subsequent to estab-

lishing a demand for financial advisors, a lower frequency of internet

usage corresponds to a diminished likelihood of engaging financial

advisors. Lastly, results (5) and (6) elucidate that within the first-

stage selection equation, the impact of the utility gap on the demand

for financial advisors is significantly negative at the 5 % level. This

implies that a diminished perception of the Internet’s importance

correlates with a decreased likelihood of requiring financial advisors.

In the ensuing second-stage results equation, the effect of the utility

Table 1

Descriptive results.

Variable Definition Description Obs Mean SD Min Max

need Whether need for a financial advisor 1 yes 0 no 6056 0.347 0.476 0 1

engage Whether hired financial advisor 1 yes 0 no 2104 0.077 0.267 0 1

access gap Whether suffer from access gap 1 yes 0 no 6056 0.240 0.427 0 1

usage gap The degree of suffer from usage gap Factor analysis 4603 0 0.402 -1.378 0.783

utility gap The degree of suffer from utility gap Factor analysis 4603 0 0.593 -1.682 1.079

age Age of householder Unit: year 6056 50.818 12.819 20 80

gender Gender of householder 1=male, 0=female 6056 0.801 0.399 0 1

edu Education level of householder Range from 0 to 22 6056 9.182 5.312 0 22

marriage Marry status of householder 1 yes 0 no 6056 0.873 0.333 0 1

knowledge Financial knowledge of householder Factor analysis 6056 0 0.489 -1.161 0.884

risk Risk appetite of householder 1 yes 0 no 6056 0.291 0.454 0 1

pop Family population size / 6056 3.342 1.695 1 19

ratio Family labor ratio % 6056 0.638 0.362 0.00 1.00

house Whether own house 1 yes 0 no 6056 0.895 0.307 0 1

income Per capital disposable income Unit:10,000 yuan 6056 4.548 6.214 -33.333 1000.0

insurance Whether purchase business insurance 1 yes 0 no 6056 0.221 0.415 0 1

Region Controlled

rural Whether residents in rural area 1 yes 0 no 6056 0.497 0.500 0 1

debt Whether has any form of debt 1 yes 0 no 6056 0.724 0.484 0 1

train Whether trained in financial education 1 yes 0 no 6056 householder is trained in financial education 0.169 0.375 0 1

network gift expenditures Unit:10,000 yuan 6056 0.91 0.53 0 120

attention information attention Range from 1 to 5 6056 1.985 1.064 1 5

Table 2

Benchmark results.

Variables (1) (2) (3) (4) (5) (6)

engage need engage need engage need

access gap -0.0018 0.0016

(0.0092) (0.0048)

usage gap -0.0527*** -0.0249***

(0.0065) (0.0045)

utility gap -0.0236** -0.0120*

(0.0112) (0.0068)

identifying variable 7.6530*** 8.2890*** 8.6521***

(0.4218) (0.3982) (0.4003)

Control variables Controlled Controlled Controlled Controlled Controlled Controlled

rho 0.2024* (0.1144) 0.2457* (0.1352) 0.3337** (0.1503)

Obs 6056 4603 4603

Note:① *, * *, and * * * respectively represent significant levels at 10 %, 5 %, and 1 %; ② The total household

income and social capital are measured in tens of thousands of yuan. ③ The values within parentheses rep-

resent robust standard errors; ④For simplicity, only the estimated results of the independent variables and

identifying variable are reported here.

P. Li, Q. Li and X. Li Journal of Innovation & Knowledge 9 (2024) 100488

7



gap on the engagement of financial advisors appears significantly

negative at the 10 % level. This suggests that post-establishment of a

demand for financial advisors, a lower perceived importance of the

internet corresponds to a reduced likelihood of engaging financial

advisors. In summary, the article’s findings partially support hypoth-

eses H1a and H1b.

Detailed discussions of the control variables are omitted here,

given the secondary focus of this analysis. As depicted in Table 1, the

coefficients of the two-stage equations exhibit positive significance

at the 10 %, 10 %, and 5 % levels, respectively. This underscores the

imperative nature of addressing sample selectivity issues, necessitat-

ing the implementation of the PSS model. Additionally, the identifica-

tion variable manifests positive and significant impacts at the 1 %

level, affirming the feasibility and identifiability of the PSS model.

Consequently, the incorporation of the PSS model in this study is con-

sidered both necessary and viable.

Robust test

Robustness Test I - Changing Independent Variables. In this test,

the independent variable measuring the access gap is modified to

reflect whether the user utilizes the internet for access. Additionally,

the factor analysis method for assessing the use of channels and util-

ity channel is substituted with aggregation via mean calculation. The

results are delineated in Table 3.

Robustness Test II - Changing Control Variables. This test involves

replacing several control variables: The family labor ratio is substi-

tuted with the family support ratio (computed as 1 minus the family

labor ratio). The definition of the householder’s education level is

revised to assign a value of 1 to heads of households with a high

school education or higher, and 0 to those with lower educational

attainment. In addition, add the per capital GDP of the province. The

results are presented in Table 3.

Table 3

Robustness test results.

Robustness Test I - Changing Independent Variables

VARIABLES (1) (2) (3) (4) (5) (6)

engage need engage need engage need

access gap -0.0030 0.0030

(0.0089) (0.0054)

usage gap -0.0608*** -0.0345***

(0.0071) (0.0073)

utility gap -0.0288** -0.0129*

(0.0141) (0.0073)

Obs 6056 6056 6056

Robustness Test II - Changing Control Variables

VARIABLES (1) (2) (3) (4) (5) (6)

engage need engage need engage need

access gap -0.0020 0.0033

(0.0079) (0.0068)

usage gap -0.0588*** -0.0291***

(0.0083) (0.0094)

utility gap -0.0247** -0.0121*

(0.0124) (0.0069)

Obs 6056 4603 4603

Robustness Test III - Changing Extreme Value Samples

VARIABLES (1) (2) (3) (4) (5) (6)

engage need engage need engage need

access gap -0.0024 0.0019

(0.0086) (0.0050)

usage gap -0.0499*** -0.0241***

(0.0061) (0.0044)

utility gap -0.0208** -0.0104*

(0.0102) (0.0058)

Obs 6056 4603 4603

Robustness Test IV - Considering Endogeneity Problem

VARIABLES (1) (2) (3) (4) (5) (6)

engage need engage need engage need

access gap -0.0023 0.0019

(0.0082) (0.0040)

usage gap -0.0488*** -0.0274***

(0.0075) (0.0051)

utility gap -0.0201** -0.0117*

(0.0100) (0.0066)

Obs 6056 4603 4603

For simplicity, only the estimated results of the independent variables are reported here, the other notes

are the same as Table 2.
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Robustness Test III - Changing Extreme Value Samples. In this test,

extreme values within the datasets, specifically the 1 % sample com-

prising the lowest and highest income, undergo Winsorization. The

results are exhibited in Table 3.

Robustness Testing IV - Endogeneity Discussion. When examining

the impact of the digital divide on residents’ demand for and engage-

ment of financial advisors, endogeneity concerns may arise, poten-

tially leading to estimation biases. Among these concerns,

bidirectional causality stands out as particularly noteworthy. While

the digital divide may influence residents’ demand for and engage-

ment of financial advisors, residents, in determining whether to man-

ifest such demand or engage advisors, may exhibit a proclivity

towards active internet usage and a heightened awareness of its sig-

nificance, thereby affecting the extent of the digital divide. To miti-

gate this issue, the current study incorporates lagged variables of the

independent variable for analysis.2 The results are detailed in Table 3.

In summary, the results of these robustness tests consistently

demonstrate the stability and reliability of the estimation results pre-

sented in the paper. Whether changing extreme values, modifying

the definition of independent or control variables, or considering the

endogeneity problem, the estimation results remain robust.

Heterogeneity analysis

Heterogeneity analysis I: urban-rural disparity

In this analysis, residents are stratified into two groups based on

their household location: rural and urban. As depicted in Heterogeneity

Analysisthe heterogeneity analysis I in Table 4, it is evident that, in terms

of both significance levels and coefficient values, the inhibitory effects of

the usage gap and utility gap on the demand for and engagement with

financial advisors among urban residents are more pronounced com-

pared to rural residents. The reasons for this discrepancy are primarily

twofold: Firstly, rural areas often contend with relatively underdevel-

oped digital infrastructure, characterized by limited network coverage

and slower internet access speeds. This condition renders rural residents

more vulnerable to the influence of the usage gap. Facing challenges in

accessing financial information and services online, rural residents are

less likely to comprehend and acknowledge the necessity of financial

advisors in comparison to their urban counterparts.

Consequently, this diminishes their demand for and willingness to

hire financial advisors. Secondly, the economic status in rural areas is

comparatively lower, and residents generally exhibit weaker financial

literacy and awareness. Conversely, urban residents lean towards active

participation in online financial activities and attribute greater signifi-

cance to the Internet in financial matters. The perception of the inter-

net’s importance is less pronounced among rural residents, rendering

themmore susceptible to the influence of the utility gap. Consequently,

this weakens their demand for andwillingness to hire financial advisors.

Lastly, information dissemination channels in rural areas are relatively

scarce, limiting information exchange and communication among resi-

dents. In contrast to urban residents who rely more on traditional

word-of-mouth and social networks for information, the restricted

access to information among rural residents exacerbates the reduction

Table 4

Heterogeneity analysis.

Heterogeneity

Analysis I

Urban residents Rural residents

(1) (2) (3) (4) (5) (6) (1) (2) (3) (4) (5) (6)

Access gap -0.0026 0.0024 -0.0011 0.0010

(0.0085) (0.0053) (0.0075) (0.0034)

Usage gap -0.0806*** -0.0362*** -0.0289** -0.0120**

(0.0163) (0.0061) (0.0141) (0.0056)

Utility gap -0.0266*** -0.0175** -0.0109* -0.0064

(0.0132) (0.0083) (0.0062) (0.0048)

Obs 3046 2421 2421 3010 2182 2182

Heterogeneity

Analysis II

Owning debts Non-ownership debts

(1) (2) (3) (4) (5) (6) (1) (2) (3) (4) (5) (6)

Access gap -0.0023 0.0020 -0.0010 0.0008

(0.0101) (0.0052) (0.0086) (0.0037)

Usage gap -0.0701*** -0.0361*** -0.0252** -0.0124**

(0.0095) (0.0054) (0.0117) (0.0060)

Utility gap -0.0326*** -0.0168** -0.0125* -0.0057

(0.0125) (0.0079) (0.0069) (0.0049)

Obs 4385 2991 2991 1671 1612 1612

Heterogeneity

Analysis III

No financial education Receive financial education

(1) (2) (3) (4) (5) (6) (1) (2) (3) (4) (5) (6)

Access gap -0.0015 0.0021 -0.0006 0.0005

(0.0094) (0.0049) (0.0068) (0.0032)

Usage gap -0.0642*** -0.0317*** -0.0179* -0.0094*

(0.0070) (0.0054) (0.0098) (0.0053)

Utility gap -0.0286** -0.0139* -0.0074 -0.0039

(0.0136) (0.0079) (0.0048) (0.0028)

Obs 5033 3728 3728 1023 875 875

Notes are the same as Table 3.

2 Notably, residents’ experience of the digital divide tends to manifest as a continu-

ous phenomenon, with correlation coefficient analysis indicating strong correlations

between the current values of access gaps, usage gaps, and utility gaps, and their

respective values in previous periods (The coefficients associated with the three levels

of the digital divide are 0.7916, 0.7035, and 0.7328, respectively, all exhibiting statisti-

cal significance at the 1% level). However, it is crucial to note that residents’ prior expe-

rience of the digital divide does not directly influence their demand for or engagement

of financial advisors in the current period.
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in their perceived importance of the internet. This deepens the inhibit-

ing effect of the utility gap.

Heterogeneity analysis II: debt status disparity

In this analysis, residents are categorized into two groups based on

their debt status: households with debt and households without debt.

According to heterogeneity analysis II in Table 4, it is evident that, both

in terms of significance levels and coefficient values, the inhibitory

effects of the usage gap and utility gap on the demand for and engage-

ment of financial advisors among households with debt are stronger

compared to households without debt. The reasons for this disparity are

primarily as follows: Firstly, households with debt typically face more

urgent financial pressures and difficulties. They may need to allocate

more time and energy to address debt issues, potentially allocating

fewer resources to financial advisory services. This financial pressure

may lead them to be more cautious in their financial expenditure,

thereby reducing their demand for and willingness to hire financial

advisors. Secondly, households with debt may have a lower level of

financial service awareness and understanding. As they focus more on

addressing immediate financial issues, they may devote less attention

to learning about financial knowledge and skills. Consequently, com-

pared to households without debt, they perceive the importance of the

internet and financial services less, making them more susceptible to

the influence of the utility gap, thereby weakening their demand for

and willingness to hire financial advisors. Lastly, households with debt

may adopt a more cautious and conservative approach to financial deci-

sion-making. As they are already in a state of indebtedness, they may

approach new financial investments more cautiously and prefer safer

and more conservative investment options. This conservative financial

attitude may lead to a decreased demand for and willingness to hire

financial advisors, further exacerbating the inhibitory effects of the

usage gap and utility gap on their demand for financial advisors.

Heterogeneity analysis III: financial education disparity

In this analysis, residents are divided based on whether they have

received financial education. According to heterogeneity analysis III

in Table 4, it is evident that, both in terms of significance levels and

coefficient values, the inhibitory effects of the usage gap and utility

gap on the demand for and engagement of financial advisors among

residents without financial education are stronger compared to those

with financial education. The reasons for this discrepancy are primar-

ily as follows: Firstly, residents who have received financial education

often possess higher financial literacy and management abilities.

They have a deeper understanding of financial products and services

and are better equipped to handle financial planning and investment

decisions. Therefore, compared to residents without financial educa-

tion, they are more likely to fully utilize the internet for financial

activities, thereby reducing the negative impact of the usage gap and

maintaining a relatively stable demand for and willingness to hire

financial advisors. Secondly, residents who have received financial

education typically attach greater importance to the internet and dig-

ital financial services. They have higher levels of internet awareness

and usage frequency and are more aware of the convenience and effi-

ciency enhancement that the internet brings to financial activities.

Therefore, compared to residents without financial education, they

are more likely to maintain a high utility of the internet, reducing the

negative impact of the utility gap and thereby maintaining a rela-

tively stable demand for and willingness to hire financial advisors.

Lastly, residents who have received financial education often possess

better abilities to access and evaluate financial information. They can

more accurately discern and evaluate the authenticity and credibility

of financial information online, thus having better capabilities to uti-

lize the internet for financial activities. Therefore, compared to resi-

dents without financial education, they are less restricted by

information acquisition channels, reducing the negative impact of

the utility gap and consequently maintaining a relatively stable

demand for and willingness to hire financial advisors.

Mechanisms

Following the methodology in existing literature (Lu et al., 2023),

this study investigates whether social networks and information

attention act as mechanisms for the influence of the digital divide on

residents’ demand for and engagement with financial advisors. Given

the non-significant effect of the access gap, the analysis focuses solely

on the usage gap and utility gap in this context.

Social network mechanism

According to the findings from Mechanism Test I presented in

Table 5, it is apparent that the impact of the usage gap on both the

Table 5

Mechanism.

Mechanism I: Social Network

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

engage need network engage need engage need network engage need

usage gap -0.0527*** -0.0249*** -0.1026** -0.0428*** -0.0223***

(0.0065) (0.0045) (0.0477) (0.0073) (0.0047)

utility gap -0.0236** -0.0120* -0.0897** -0.0198** -0.0087*

(0.0112) (0.0068) (0.0438) (0.0094) (0.0048)

network 0.0256* 0.0194* 0.0317** 0.0220*

(0.0142) (0.0110) (0.0149) (0.0124)

Obs 6056 6056 6056 6056 6056 6056

Mechanism II: Information attention

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

engage need attention engage need engage need attention engage need

usage gap -0.0527*** -0.0249*** -0.0893* -0.0504*** -0.0208***

(0.0065) (0.0045) (0.0496) (0.0161) (0.0063)

utility gap -0.0236** -0.0120* -0.0771* -0.0186** -0.0085*

(0.0112) (0.0068) (0.0436) (0.0103) (0.0048)

attention 0.0152* 0.0106* 0.0102* 0.0089*

(0.0084) (0.0060) (0.0057) (0.0051)

Obs 6056 6056 6056 6056 6056 6056

Notes are the Same as Table 3.
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demand for and engagement with financial advisors is negatively sig-

nificant at the 1 % level, with coefficients of -0.0527 and -0.0249,

respectively. Moreover, result (3) underscores the substantial influ-

ence of the usage gap on social networks at the 5 % level. Subsequent

analysis from results (4) to (5) reveals that upon introducing social

network variables, the impact of social networks becomes signifi-

cantly positive at the 10 % level, while the effect of the usage gap on

both the demand for and engagement with financial advisors remains

significantly negative at the 1 % level. However, it is notable that the

absolute value of the coefficient for the usage gap has decreased com-

pared to the initial findings (-0.0428 vs -0.0527; -0.0223 vs -0.0249).

Similarly, from results (6) to (10), it becomes apparent that the utility

gap diminishes residents’ demand for financial advisors and their

likelihood to engage financial advisors by weakening social networks.

Consequently, hypothesis H2 is partially affirmed, suggesting that

both the usage gap and the utility gap contribute to a reduction in

residents’ demand for and engagement with financial advisors by

eroding social networks.

Information attention mechanism

In the findings of results (1) to (5) outlined in Table 5, it is evident

that the usage gap reduces the probability of urban residents express-

ing a demand for financial advisors and engaging financial advisors

by lowering their level of information attention. Similarly, from

results (6) to (10), it becomes clear that the utility gap decreases the

likelihood of urban residents expressing a demand for financial advi-

sors and engaging financial advisors by dampening their level of

information attention. Consequently, hypothesis H3 is partially vali-

dated, suggesting that both the usage gap and the utility gap contrib-

ute to a decline in residents’ demand for and engagement with

financial advisors by reducing their level of information attention.

Discussion and implication

Discussion

In the realm of widely acknowledged science and technology, spe-

cifically Information and Communication Technology (ICT), their pro-

found impact on people’s lifestyles and well-being is undeniable.

However, the internet, a pivotal element in these advancements,

does not merely usher in digital opportunities and advantages; it also

introduces new challenges in social governance, commonly known as

the digital divide. The swift evolution of digital technology has broad-

ened the scope of the digital divide, now encompassing nuanced

dimensions beyond mere access, including the usage gap and utility

gap. As the internet becomes increasingly ingrained in daily life, the

impact of the digital divide on residents’ economic and financial deci-

sion-making gains prominence.

In contemporary digital societies, the digital divide is acknowl-

edged as a potential contributor to financial inequality among resi-

dents (Benkovi�c & Milosavljevi�c, 2023; Vassilakopoulou & Hustad,

2023). On one side of the coin, the digital divide may result in inequi-

ties in financial information access. Residents with robust digital lit-

eracy and skills may find it easier to access high-quality financial

information, empowering them to grasp market dynamics and finan-

cial product nuances, thereby facilitating more knowledgeable finan-

cial decisions. Conversely, individuals lacking digital skills or access

to digital financial channels may grapple with obtaining sufficient

information, placing them at a disadvantage in financial markets.

On the flip side, the digital divide can also give rise to disparities

in financial services. As financial services undergo increased digitiza-

tion, many institutions shift their offerings to online platforms. How-

ever, not every resident can readily access or navigate these digital

services, particularly those lacking digital skills or internet connectiv-

ity. Consequently, these individuals may miss out on the convenience

and advantages associated with digital financial services, intensifying

disparities in financial service accessibility.

This study draws on data from a 2022 survey of Chinese residents

to thoroughly investigate the impact of the digital divide on resi-

dents’ demand for and engagement with financial advisors. The

results indicate that while the access gap may not significantly influ-

ence residents’ demand for or engagement with financial advisors,

both the usage gap—derived from observable internet usage patterns

—and the utility gap—stemming from subjective assessments of

internet utility—exhibit inhibitory effects on residents’ demand for

and engagement with financial advisors. Heterogeneity analysis

reveals that the inhibitory impacts of the usage gap and the utility

gap are more prominent in rural households, households burdened

with debt, and households with individuals lacking financial educa-

tion. Furthermore, mechanism analysis demonstrates that both the

usage gap and the utility gap diminish residents’ demand for and

engagement with financial advisors by undermining social networks

and reducing levels of information attention.

Undoubtedly, the Internet has evolved beyond being a mere infor-

mation source, now encompassing diverse activities and services

integral to residents’ daily lives. China, in the span of several decades,

has transitioned from catchhing up in the 1980s and 1990s to emerg-

ing as a global leader in the 21st century. Despite significant advance-

ments, the persistent challenge of the digital divide remains a

pressing issue. The COVID-19 pandemic further highlighted the indis-

pensable role of digital devices and literacy in various aspects of life

in China, such as travel, work, and daily routines. Unfortunately, indi-

viduals lacking access to adequate digital resources and skills faced

exclusion and disadvantages during the pandemic (Lythreatis et al.,

2022; Zhao et al., 2022). Excessive digitization, in certain contexts,

can indeed lead to new forms of the digital divide or worsen the chal-

lenges faced by digitally disadvantaged groups. As we navigate the

digital age, striking a balance between embracing technological

advancements and ensuring equitable distribution of benefits across

society is crucial. Addressing and mitigating the digital divide

becomes imperative for promoting more inclusive and sustainable

development.

Chinese residents are increasingly reliant on the Internet; how-

ever, there are significant variations in Internet usage patterns among

individuals. According to the recently published Digital China Devel-

opment Report for 2021, approximately 32 % of residents either

rarely or never utilize the Internet for self-presentation, online work,

social interactions, or online learning. Despite a general decrease in

the prevalence of the usage gap among Chinese Internet users over

time, substantial disparities persist, hindering many individuals from

fully exploiting the Internet’s potential. Proficiency in harnessing

new technologies positions certain individuals to enjoy increased

opportunities, resources, and influence amid the ongoing deluge of

technological advancements (Liao et al., 2022; Lu et al., 2023;

Scheerder et al., 2017).

However, the emergence of the digital divide presents entirely

new challenges for residents’ participation in financial advisory serv-

ices (Benkovi�c et al., 2023; Nadkarni & Pr€ugl, 2021; Yigitbasioglu et

al., 2023). Firstly, the digital divide may lead to disparities among res-

idents in accessing channels and avenues for financial information.

Residents with digital skills and access to digital platforms may find

it easier to access a wide range of financial information, while indi-

viduals lacking digital literacy or internet access may face limitations

in information acquisition. This unequal access to information may

result in certain residents lacking comprehensive and accurate infor-

mation support in their financial decision-making process. Secondly,

the digital divide may make it difficult for residents to understand

and utilize complex financial concepts and data analysis. The digital

transformation has brought about vast amounts of financial data and

sophisticated financial tools; however, for some residents, a lack of

necessary digital literacy and skills may hinder their ability to
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effectively comprehend and utilize this information. This may

impede individual engagement in financial advisory services, leaving

them confused and helpless when faced with complex investment

decisions. Additionally, the digital divide can affect individuals’ ability

to use technological tools for financial management and advisory.

With the continuous development of financial technology, many

financial advisory services have become digitized, such as online

wealth management platforms and robot-advisors. However, resi-

dents lacking digital skills may struggle to proficiently use these

tools, thus missing out on the convenience and benefits of digitized

financial advisory services.

In summary, prioritizing the digital divide issue is of paramount

importance as it facilitates broader access for individuals to fully par-

take in the opportunities and advantages ushered in by digital prog-

ress during the era of digital transformation. Therefore, enhancing

residents’ financial well-being, such as by increasing the demand for

and hiring of financial advisors among residents, can better facilitate

financial planning and implementation, underscoring the significance

of this matter warranting meticulous attention and consideration.

Implication

Academic inspiration

Firstly, the research on residents’ financial advisory behavior

mandates attention not only towards subjective demand but also

towards actual engagement practices. When exploring the factors

influencing the engagement of financial advisors, addressing the

issue of sample selectivity concerning the demand for financial advi-

sors becomes imperative. Moreover, despite recent endeavors to

identify factors shaping residents’ financial advisory behavior, limited

literature exists on the impact of the digital divide. This paper catego-

rizes the digital divide into three distinct levels and employs the PSS

model to examine the effects of varying digital divide levels on resi-

dents’ demand for and engagement of financial advisors. This

approach aids in mitigating estimation bias stemming from sample

selectivity while offering a fresh perspective on elucidating the lim-

ited engagement of residents especially in China in financial advisory

behavior.

Secondly, with the ongoing advancement of digital technology,

the content and information encompassed within the scope of the

digital divide have evolved into a domain characterized by height-

ened complexity and diversity. In light of this evolution, enhancing

the information within the existing analytical framework dedicated

to the scrutiny of digital divide issues is deemed imperative. Conse-

quently, conducting more comprehensive and nuanced research and

fostering extensive discourse on this evolving landscape holds signifi-

cant merit.

Lastly, it is essential to comprehensively investigate the effect of

the digital divide on residents’ financial counseling behavior. This

inquiry should encompass an examination of potential variations

across diverse scenarios and population groups. Additionally, there is

a need to scrutinize the potential mechanisms through which this

impact materializes and ascertain whether disparities exist in these

findings across distinct levels of the digital divide. To accomplish this,

a broader body of micro-empirical research is warranted to substanti-

ate these assertions and refine our understanding of these multiface-

ted dynamics.

Policy inspiration

Firstly, it is imperative for the government to formulate and pro-

mote policies aimed at digital financial inclusion. These policies

should focus on enhancing digital literacy and proficiency in using

digital financial services. By promoting digital financial platforms and

providing comprehensive training and education in digital finance,

residents can acquire the necessary skills to effectively utilize digital

tools for financial decision-making. This, in turn, can help alleviate

barriers to the demand for financial advisors.

Secondly, efforts should be made to disseminate financial knowl-

edge and foster financial education initiatives to enhance residents’

awareness and comprehension of financial matters. Collaborative ini-

tiatives between the government and financial institutions can facili-

tate the organization of financial lectures, financial planning

workshops, and similar activities. These endeavors aim to instill cor-

rect financial principles, bolster residents’ autonomous financial

management capabilities, and consequently reduce their reliance on

financial advisors.

Thirdly, financial institutions should strive to offer accessible

financial products tailored to individuals less familiar with or less

trusting of digital financial services. Introducing simplified and low-

risk financial products can effectively lower barriers and mitigate

perceived risks associated with financial management. This approach

can attract a broader segment of residents to engage in financial

activities independently, thereby diminishing the demand for finan-

cial advisors.

Lastly, governmental support for the financial advisory industry is

essential to foster its digital transformation and innovation. Encour-

aging financial advisors to adopt online consulting and digital finan-

cial planning services can enhance service convenience and

flexibility, aligning with the evolving needs of residents in the digital

era. Such initiatives can play a pivotal role in meeting residents’

financial advisory needs effectively.

Conclusions, limitations and research prospects

This study first provides operational definitions for the three lev-

els of the digital divide. Introducing the analytical framework of

“access gap - use gap - utility gap” helps to systematically understand

the current situation of the digital divide in China. Secondly, the

study uncovers that while the access gap demonstrates negligible

influence on residents’ inclination towards seeking and engaging

financial advisors, both the use gap and utility gap exhibit inhibitory

effects, albeit with variances across diverse demographic segments.

The third finding is that social networks and information attention

serve as mechanisms through which the use gap and utility gap influ-

ence residents’ demand for and engagement of financial advisors.

Certainly, this study is not devoid of limitations that warrant

acknowledgement. Firstly, the research scope is confined to residents

within the eastern region of China. Although this restriction enhances

the study’s precision and relevance within a specific context, it con-

currently curtails its generalizability to broader populations. Expand-

ing the scope to encompass global or national comparisons could

potentially facilitate a more comprehensive examination; however,

such an endeavor would introduce heightened uncertainty into the

analysis. Secondly, the measurement of the digital divide in this

paper requires refinement. While the paper analyzes the second-

level digital divide based on usage frequency, it overlooks crucial

aspects such as the digital capability divide, which is a significant

manifestation of the second-level digital divide. Similarly, the digital

outcome divide, which is an important facet of the third-level digital

divide, is not adequately addressed. Although the paper measures

the utility gap (i.e., the perceived importance of the Internet), it fails

to directly assess the consequences of internet usage. Additionally,

relying solely on perceived importance may not accurately discern

whether the consequences of internet usage are positive or negative.

Finally, this study utilizes cross-sectional data, which limits its ability

to capture the dynamic impact of the digital divide on residents’

demand for and engagement of financial advisors, as well as their

causal relationships. Subsequent research endeavors will seek to

address these limitations by conducting longitudinal surveys and

forming panel data to provide a more understanding of these rela-

tionships over time.
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