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How the Development of the Digital Economy Affects
Employment in Service Industry: Empirical Evidence from

a Micro Level Analysis
Yuan Dongmei Lv Shujie & Long Rui
( Business School Hunan Normal University)
Abstract: Digital economy is an important engine driving industrial transformation and factor
reallocation. This paper explores the mechanism of the digital economy development on employment
in the service industry from a theoretical perspective and then it uses the China LaborHforce
Dynamic Survey ( CLDS) data in 2014 and 2016 to conduct empirical tests. It is found that the
development of digital economy has an “inverted U-shaped” association with the employment scale in
the service industry. Particularly the development of digital economy significant affects employment
in the wholesale and retail trade catering finance and insurance as well as social service
industries. Also females those with high school or lower education and those from economically
developed areas are significantly affected by the digital economy. Based on the dual perspectives of
segmented industries and individual education level it is found that the development of digital
economy increases the employment probability of highly educated labor force in transportation
storage post and telecommunications health sports and social welfare industries. Meanwhile it
increases the employment probability of the low-educated labor force entering the social service
industry health sports and social welfare industries education culture and art radio film and
television industry. Given the findings China should vigorously develop the service industry and
strengthen vocational skills training in keeping pace with the surging digital economy so as to relieve
the pressure of employment.
Keywords: development of digital economy service industry employment “inverted U-shaped”
effect vocational skills training
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