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How Does the Digital Economy Affect Urban Tax Revenue?
Based on the Dual Perspectives of Industrial Structure and Employment Level
ZHANG Ziran' YUAN Yuan®
( 1. Institute of Economic Chinese Academy of Social Sciences Beijing 100836 China;
2. School of Economic University of Chinese Academy of Social Sciences Beijing 102488  China)
Abstract: Based on panel data of 265 cities in China from 2011 to 2023 this paper empirically examines the significant impact of
digital economy development on local government tax revenue and its micro — mechanisms. The results show that the development of the
digital economy is conducive to increasing urban tax revenue. This conclusion remains valid after controlling for endogeneity issues and
conducting a series of robustness tests. Moreover this effect is mainly reflected in value — added tax and personal income tax and is
more pronounced in large cities and cities with a lower degree of foreign direct investment ( FDI) . Mechanism analysis indicates that
the digital economy significantly increases local government tax revenue through the dual paths of promoting industrial structure
adjustment and improving employment levels. Further analysis reveals that as the digital economy develops more deeply its promoting
effect on urban tax revenue shows a non — linear increasing trend.
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