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Impact of Digital Economy on the Basic Public Services

CHEN Meng-gen, LIU Yu-shan, ZHANG Qiao

(School of Statistics, Beijing Normal University, Beijing 100875, China)

Summary: Digital economy is one of the important engines of China’s economic development. Digital technology helps to
improve the supply of basic public services, and promotes the equalization of basic public services. Many studies show that
the digital economy has a significant impact on public services, but the direction and path of the digital economy’s impact
on the high-quality development of basic public services are not clear. Whether the digital economy can improve the
governance level of basic public services and narrow the regional differences of basic public services by its advantages of
sharing and high technology needs to be further explored.

Based on the data of 31 provincial-level regions in China from 2010 to 2020, this paper establishes the indicator
system of the supply level of basic public services and the compilation plan of the digital economy development index, and
empirically examines the impact of the digital economy on the supply level of basic public services and the equalization of
basic public services. It is found that the digital economy has a significantly positive effect on the government’s ability to
supply basic public services. The conclusion is still valid in various robustness tests, such as using instrumental variables
for endogeneity tests, using replacement variables and eliminating data from municipalities directly under the central
government for regression. To investigate whether the development of digital economy can improve the unbalanced
distribution of public service resources, this paper divides the data samples into three regions, namely, the central, eastern
and western regions, and conducts sub-sample regression. The results show that the influence of digital economy on the
supply level of basic public services exists spatial and geographic heterogeneity. Digital economy has the most significant
positive effect on the supply level of basic public services. Further mechanism analysis shows that digital economy can
improve public service capacity through two mechanisms of increasing government fiscal revenue and alleviating vertical
fiscal imbalance. Considering the important role of equalization of basic public services in the supply of public services, this
paper measures the equalization of basic public services and finds that the equalization of public services in China is on the
rise, and the equalization of public services in the central region is higher than that in the western region, and the
equalization in the western region is higher than that in the eastern region. The equalization of basic public services in the
three regions is significantly unbalanced, and the digital economy can improve the equalization of basic public services.

Relevant research in this paper can provide policy reference for further formulating the development plan of digital
economy and promoting the high-quality development of public services. To better play the positive role of the digital
economy on basic public services. Firstly, seize the opportunity of digital economy development and accelerate the
construction of digital infrastructure. Secondly, prevent the risk of digital divide and promote the coordinated development
of basic public services between regions. Finally, strengthen the supervision of the digital economy.

Key words: digital economy; supply of basic public services; equalization of basic public services; fiscal revenue; vertical

fiscal imbalance
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