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How Does the Digital Economy Activate the Small-Store Economy:
Empirical Evidence from Entrepreneurial Activity of
Individual Businesses

LI Yan
(School of Public Policy & Management, Tsinghua University, Beijing 100084, China)

Summary: In recent years, China has rolled out a series of policies designed to cultivate a favorable entrepreneurial
environment and promote nationwide entrepreneurial activity. As a vital component of the socialist market economy,
individual businesses constitute the most numerous category of market entities in China. They serve not only as primary
beneficiaries of entrepreneurship policies but also as key carriers of market vitality. The Regulations on Promoting the
Development of Individual Businesses, enacted in November 2022, emphasized protecting the rights and interests of
individual businesses and specifically called for supporting their digital transformation and facilitating the integration of
online and offline operations. The growth of the digital economy has created new entrepreneurial platforms and opportunities
for individual businesses. Notably, different types of market entities exhibit distinct entrepreneurial needs in the digital era,
suggesting potentially heterogeneous mechanisms through which digital economy development influences their
entrepreneurial behaviors. However, existing research still lacks targeted analysis focusing on individual businesses as a
distinct group. Combining business registration data with macroeconomic statistics, this study empirically examines the
impact of digital economy development on entrepreneurial activity among individual businesses, using a panel dataset of
279 Chinese cities from 2011 to 2020. The findings demonstrate that digital economy development significantly promotes
individual businesses through three primary channels: market expansion, alleviating credit constraints, and enhancing
access to information. Sectoral analysis shows that digital economy development has statistically significant positive effects
on entrepreneurial activity in resident services (including repair and other personal services), wholesale and retail, and
accommodation and catering. Heterogeneity analysis reveals that the promotional effect is stronger in large,very large and
megacities, and areas characterized by higher consumption demand, greater income levels, more developed infrastructure,
and a better business environment.

This study makes the following contributions to the literature. First, by focusing specifically on individual businesses,
it provides empirical evidence on how digital economy development affects their entrepreneurial activity, complementing
prior studies that primarily examined aggregate entrepreneurship. Second, grounded in the entrepreneurial needs of
individual businesses and the operational advantages enabled by the digital economy, it systematically identifies and tests
three underlying mechanisms. Third, it investigates heterogeneous effects across diverse economic and institutional
contexts. These analyses not only advance our understanding of the relationship between the digital economy and individual
businesses but also offer practical policy insights for fostering small-scale entrepreneurship in the digital era.

Key words: small-store economy; digital economy; individual businesses; entrepreneurial activity; business registration
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