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PR A — BRI B R o 4R R AR SORS R A BREE |, HLIE Ml SR A 56 B R A S8

=. BIEETEiIRR
FEIX — 5 FRATT T A0 A 28 A ST A i e B A28 1 AR G R M S 1t
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[l HL B 55 18 A T AR 2 AF B AL B0 |, S5 BRI 55 4F 43 2 2002 4F 2003 4F 2004 4 2007 4F 2009 4F |
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W RE B AR B L T T Aok 7 BB B AR L Wi EE SR T 7 FEZR IR 55 48 B0 BB A L= 0 ~ 1, BUfl
R T R 5 12 20 U R v A R 22 1 ST DL 8 R B BUR IR B 4RO I Y S A bR L PR, AR
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O A T B I A RS SEBRIC R B0 b — 4R R RO B ) an {2020 AR I L TS5 R A SRS IEHR T
2019 4 AR KB A5 o

57



BAZEZ . HFHREHEFERE ERIGSEEIESE

25 VR B L T 55 R 45 8 (E-Government Development Index, EGDI) . BRI & , & 2 3K 10, 7
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M., SEiES T

(— ) B i 1]
2SS A THT AL 1] [ 8 A AR

Y,
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S59E BT BURF R BN 2 5 AR 55 2497 A IE ) 20

x2 HREEM R EFER
e 57 247 R
- (1) (2) (3) (4)
0S1 0.003™" 0.002"
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(0.006) (0.006)
ARy [ 5 250 = = = =
25 U R [ 2 RN = = = =
FEAS £ 1664 1606 1664 1606
R*{H 0.411 0.593 0.410 0.595
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0] e 3055 ) ) S TG BRI S 41 23 19 GDP, DT 52 I 55 35 7 o FRAT I A Rl 3R A8 i [
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Digital Government Leads to Economic Development: Mechanism and Evidence
ZHOU Quan GE Erqi CHEN Xilu XU Xianxiang
(Lingnan College, Sun Yat-sen University)

Summary: The digitalization of government plays a crucial role in the modernization of the national
governance system and the enhancement of governance capabilities. Recently, multiple countries have
prioritized the promotion of digital transformation in government, resulting in a global phenomenon of
digital government construction. China has also made significant strides in the development of digital
government since the 18th National Congress of the Communist Party of China. Projections indicate that
the market for government cloud in China will reach 120.39 billion yuan in 2023. Government service
platforms continue to expand their range of services simultaneously, thereby improving convenience and
accuracy in government service delivery.

To what extent can digital government foster high—quality economic development? Identifying the
impact of digital government on economic development and analyzing the underlying mechanisms is
crucial for harnessing the positive role that digital government plays in promoting high—quality
development.

Theoretically, we construct a parsimonious general equilibrium model with the government service
market and the product market to explore the mechanism through which digital government construction
stimulates internal government competition and bolsters economic development. In the model, digital
government and traditional channels offer homogeneous online government services, along with the option
for firms to choose freely between online and offline channels for accessing government services. Thus, a
certain competitive relationship arises between digital government and offline platforms in the government
service market. Moreover, the decision to construct a digital government is endogenous and hinges on the
potential utilization rate of the digital government. Once the utilization rate surpasses a certain threshold,

the government opts to introduce digital government.
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To summarize the conclusions from the model, the introduction of digital government affects output
per worker through two primary mechanisms. First, intra—governmental competition curtails the cost for
firms to procure government services and increases firm productivity. We refer to this mechanism as the
effect of compliance costs. Second, as an increasing number of firms switch from offline to online
platforms for accessing government services, the construction of digital government reshapes the
government’ s expenditure structure, thereby affecting the corporate tax rate. This mechanism is termed
the effect of fiscal expenditure. The combined effects of compliance costs and fiscal expenditure ultimately
increase equilibrium output per worker.

Empirically, based on the data for 167 economies from 2002 to 2019, we establish a compelling
positive role of digital government in economic development. The level of digital government construction
is evaluated using the Online Service Index from the UN E-Government Survey, while the level of
economic development is measured by output per worker from the Penn World Table 10.0. Using a model
with fixed effects, we estimate that a 1% increase in digital government construction level leads to a 0.3%
increase in output per worker. However, the coefficients in the model may suffer from endogeneity bias.
On the one hand, our model indicates that the level of digital government development is endogenous as
policymakers consider the potential utilization rate of digital government to decide whether to construct a
digital government. On the other hand, economies with higher levels of economic development have more
resources available for digital government construction, creating a potential reverse causality problem
between digital government construction and economic development. To address this endogeneity issue,
we use the average level of digital government construction in other economies within the same region as
an instrument variable. Our results from the two—stage least squares regressions confirm the positive
impact of digital government construction on economic development. Our conclusions remain robust after
considering different samples and additional control variables.

Furthermore, our empirical analysis examines the specific mechanisms through which digital
government construction fosters economic development through the enhancement of intra-—governmental
competition. We first verify the effect of compliance cost by demonstrating that digital government
construction reduces the time and procedures involved in the interactions between firms and government
entities, effectively lowering the cost for firms to access government services. We also investigate the
fiscal expenditure effect but find no contemporary correlation between digital government construction and
fiscal expenditure shares. Nevertheless, through the combined effects of compliance costs and fiscal
expenditure, the construction of digital government significantly contributes to economic development.
These results remain robust under various scenarios, emphasizing the need to systematically improve the
utilization rate of digital government to fully capitalize on its potential in propelling high—quality economic
development and advancing national governance modernization.

Keywords: Digital Government; Economic Development; Intra—governmental Competition;
Compliance Cost
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