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Abstract. The digital economy as an important force for promoting high-quality
development, cannot develop without effective government governance. What
kind of government governance can effectively promote the development of a
digital economy remains to be revealed. This paper analyzes the influencing fac-
tors of the development level of the digital economy and its development path in
31 provinces in China by applying NCA and fsQCA. By analyzing a large amount
of data, this study reveals the key elements affecting the level of digital economy
development in each province, including six dimensions, digital governance,
government transparency, regulatory quality, degree of rule of law, market dyna-
mism, and digital social environment. In addition, four typical paths for promot-
ing the digital economy are identified from different dimensions. These findings
are of great reference value in guiding local governments to optimize policy de-
sign and improve governance effectiveness and also help build a better and more
efficient digital governance system.
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1 Introduction

With the rapid development of information technology, the digital economy has be-
come a new engine of global economic growth. The Chinese Government attaches great
importance to the development of the digital economy as an important strategic direc-
tion for promoting high-quality development. However, the digital economy does not
exist in isolation, and its high-quality development cannot be separated from good gov-
ernment governance. Government governance involves not only policy formulation and
implementation but also the construction of the rule of law, the optimization of the
market environment, and the improvement of the social environment, among other as-
pects. The effectiveness of government governance has a direct impact on the imple-
mentation of policies, the standardization of the market, and social harmony, which in
turn affects the quality and sustainability of the development of the digital economy.
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Given this, this study, by introducing two methods, NCA and fsQCA, takes the digital
economy development levels in 31 provinces as a study case, provides explanations for
the causes of the differentiation in the level of the digital economy, provides more com-
prehensive and in-depth theoretical support for the policy formulation.

2 Research Methods

The research uses a combination of NCA and fsQCA. NCA is a method used to identify
and test the necessary conditions. fSQCA method uses configuration thinking from a
holistic perspective to solve complex causality problems. fSQCA has outstanding ad-
vantages in the analysis of small and medium-sized samples (10-60)[1], which meets
the research requirements of this paper.

3 Variable Design

3.1 Outcome Variable

The result of this paper is the development level of the digital economy. In China, Big
Data Development Report No.6, compiled by Lian Yuming, the digital economy of
each province is measured from four aspects: data value, digital industrialization, in-
dustrial digitalization, and ecological governance, and the form of the digital economy
is scientifically reflected. This paper adopts the digital economy development index of
each province as the result of the outcome of the variable to take the value.

3.2 Condition Variable

Based on the research of Zeng Fanjun (2023), this paper selects six indicators of digital
governance, government transparency, regulatory quality, degree of rule of law, market
dynamism, and digital society as the conditional variables[2].

Government digital governance has the role of connecting market digital business,
guiding enterprise digital transformation, and leading the construction of digital facili-
ties for the benefit of the people, thus digital governance capacity is an important con-
dition for the digital economy. The Provincial Digital Government Governance Capa-
bility Index in the China Digital Government Development Research Report (2022)
covers various aspects such as platforms, data, and government-private interaction,
which can reflect the government's digital governance capability more comprehen-
sively, and is therefore used as the measurement value.

Government transparency is an important condition for the digital economy as it
promotes data opening and sharing, optimizes public services, and promotes the im-
provement of the rule of law environment. The data comes from the “Evaluation Report
of Chinese Government Network Transparency Index (2022-2023)”, which covers the
three aspects of information disclosure, public participation, and network response, and
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can reflect the government network transparency more comprehensively, so the index
is used as the measurement value.

The regulation of digital sales platforms can prevent digital market disorder such as
corporate monopoly, and its quality determines whether the digital economy can de-
velop sustainably. The number of administrative penalties enforced reflects the strength
of local enforcement of administrative regulations, an aspect of the quality of regula-
tion, and the higher number of its enforcement means the stronger the law enforcement,
with data from the Beida Faber database.

The digital rule of law is a product of the in-depth integration of digital technology
and the construction of the rule of law, as well as a product of the digital era of national
governance. The digital rule of law index in China Big Data Development Report No.
6 is used here as a measurement value, which comprehensively analyzes the level of
development of the digital rule of law in each province from the three aspects of digital
legislation, digital justice, and digital rights protection.

Market dynamism reflects the degree of participation and motivation of different
economic agents in a socialist market economy, which in essence is the depth of ad-
vancement of factor marketization and is closely linked to digital economic growth. It
is measured here by the marketization index measured by Fan Gang et al.

The digital society index is based on the index measurement of digital service uni-
versality, digital life convenience, and digital urban and rural livability, which can com-
prehensively reflect the digital environment of the whole society.

The selection of relevant indicators and data sources are shown in Table 1.

Table 1. Variable selection and data source

Variable Name Indicator Content Data Sources

Digital Economy Digital Economy Develop- China Big Data Development Report

ment Index No. 6

Digital Digital Government Gov- China Digital Government Develop-

Government ernance Capacity ment Research Report (2022)
Evaluation Report on China Govern-

Government Government Transparency

Transparenc Index ment Cyber Transparency Index

parency (2022-2023)
Regulat Numb f Administrati
egu. atory um .er o fnistrative Hand-arranged from PKULAW.com
Quality Penalties[3]

Degree of Rule of China Big Data Development Report

Digital Rule of Law Index

Law No. 6
Market C Report on China's Marketization Index
. Marketization index .
Dynamism by Province
.. . .. . China Big Data Devel t Report
Digital Society Digital Society Index Nom6a 1§ Lala Ueveloptient tepo

33 Data Calibration

The data calibration rules[4] and results are shown in Table 2.
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Table 2. Calibration of outcome and condition variables

Variable Full affiliation Int.ersection Cqmpletely unaf-
(0.95) point (0.5) filiated (0.05)

Digital Economy 55.16 21.42 6.22

Digital Government 36.14 34 29

Government Transparency  53.75 48.9 45.15

Regulatory Quality 2.74 0.49 0.04

Degree of Rule of Law 57.74 30.43 4.66

Market Dynamism 11.22 8.61 5.1

Digital Society 52.64 28.42 19.49

4 Necessary Conditions Analysis

The necessary conditions are determined by the NCA method on the basis that the nec-
essary effect size (d) is greater than 0.1 and p<0.01 in the Monte Carlo simulation sub-
stitution test[5]. The results are shown in Table 3. Government transparency, regulatory
quality, degree of rule of law, market dynamism, and digital society all meet the effect
size and P-values, but the accuracy falls short of 95%. Cannot be considered a necessary
condition. Therefore, none of the six conditions is necessary for the digital economy.

Table 3. Necessary condition analysis using NCA

Variable Methods Accuracy  Effectsize  P-value
Digital Government 93.5% 0.080 0.322
Government Transparency 87.1% 0.275 0.006
Regulatory Quality CR 80.6% 0.314 <0.001
Degree of Rule of Law 77.4% 0.434 <0.001
Market Dynamism 87.1% 0.383 <0.001
Digital Society 87.1% 0.404 <0.001

5 Configuration Analysis

Set Raw Consistency to 0.8, case frequency to 1, and PRI Consistency to 0.75. Since
the consistency level of the whole solution and the single solution is higher than 0.9, it
indicates that the empirical analysis of this study is effective (Table 4).

Group 1 points out that government transparency, the degree of rule of law, and
market dynamism are core conditions. In Fujian Province, the establishment of a uni-
fied government information disclosure platform has made it easy for the public to ac-
cess information on digital economy development strategies, policy directions, and pro-
ject progress, thus enhancing the credibility of the government. The Regulations on
Promoting the Development of Big Data in Fujian Province issued by Fujian Province
have provided solid legal protection for the digital economy.
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Group 2 points out that government transparency and a digital society as core con-
ditions and the degree of digital governance and rule of law as marginal conditions.
Guizhou Province launched its digitalization journey in 2014 with the introduction of
the Guizhou e-Government Cloud Top-Level Design 2.0, ahead of the rest of the coun-
try. Guizhou Province has improved the transparency of government work by estab-
lishing and improving open government information platforms to release relevant pol-
icy documents, development plans, and information on major projects promptly. In ad-
dition, Guizhou Province actively promoted the construction of digital infrastructure
and implemented the “broadband countryside” project, which has significantly in-
creased Internet access in rural areas and provided impetus for the digital economy.

Group 3 points out that government digital governance, market dynamism, and dig-
ital society were core conditions. Anhui Province provides direction and support for the
digital economy by formulating policies and measures such as the Action Program for
Accelerating the Development of the Digital Economy (2022-2024). These policies
cover digital infrastructure investment, scientific and technological innovation, indus-
trial digitization, and digital industrialization, aiming to build an ecological environ-
ment conducive to the healthy development of the digital economy.

Table 4. Configuration path for a high-quality digital economy

High-quality digital economy

Condition | ) 3 4
Digital Governance . ° ®

Government transparency ([ ([ ® o
Regulatory quality ® ® ° °
Degree of rule of law [ ° o
Market Dynamism [ [ o
Digital Society [ [ o
Consistency 1.000 1.000 0.992 0.995
Original coverage 0.317 0.328 0.342 0.634
Unique coverage 0.011 0.021 0.055 0.305
Overall consistency 0.992

Overall coverage 0.766

Note: @means core conditions are present, smeans marginal conditions are absent, emeans
marginal conditions are present, blank means conditions may or may not be present.

Group 4 noted that government transparency, the degree of the rule of law, market
dynamism, and a digital society were core conditions, and the quality of regulation was
a marginal condition. Shanghai has improved government transparency through the es-
tablishment of a comprehensive government information disclosure platform, such as
the “Shanghai Municipal Government Portal” and the “Shanghai Publishing” WeChat
public number, the city has been able to publish relevant policy documents, develop-
ment plans, and information on major projects promptly, thus enhancing the transpar-
ency of government work. Shanghai attracts major Internet companies with its first-
class governance, fair and active market, and complete digital facilities. At the same
time, Shanghai relies on effective digital governance and precise market supervision to
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reduce business operating costs, maintain market order, create a high-quality digital
business environment and a vibrant market, and promote high-quality economic and
social development.

6 Conclusions

This paper combines the methods of NCA and fsQCA to analyze the impact of high-
quality development of the digital economy. The conclusions are as follows: (1) alt-
hough there is no single necessary condition, certain factors have an important impact
on the high-quality development of the digital economy; (2) four paths for the digital
economy are obtained. (3) digital governance, government transparency, regulation
quality, the degree of the rule of law, market dynamism, and digital society, play a
central role in digital economy. Therefore, a comprehensive approach in terms of digital
governance, transparent government, regulatory quality, degree of rule of law, market
dynamics, and digital society is needed to better utilize the role of government govern-
ance in facilitating the high-quality development of the digital economy.
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Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.
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