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Digital Transformation and the New Development Pattern of Dual Circulation
ZHANG Chen —xia', YU Ping — ping’
(1. School of Economics, Nankai University, Tianjin 310007, China;

2. School of Economics and Management, Yancheng Institute of Technology, Yancheng 224000, China)

Abstract ; The paper measures the degree of digital transformation based on the data of enter-
prises and provinces, and explores the effects of “smooth inner circulation” and “empowered outer
circulation” of digital transformation. It is found that digital transformation has significant effects of
“smooth inner circulation” and “empowered outer circulation”. After endogeneity test and many
robustness tests, the conclusion is still valid. Heterogeneity analysis indicates that digital transfor-
mation has heterogeneity in the driving effect of dual circulation. Specifically, for manufacturing
and low and medium — tech industries, digital transformation has a stronger driving effect on the
dual circulation. For regions with high openness, eastern China and regions with high proportion of
secondary industry, both the two effects of digital transformation have been verified. Micro and
macro research mechanisms show that digital transformation improves the efficiency of inner and
outer circulations mainly through the reduction of external costs and the increase of total factor pro-
ductivity. The conclusions provide policy implications for dual circulation development and digital
transformation.

Key words: Digital Transformation; Smooth Inner Circulation; Empowered Outer Circula-

tion; External Cost; Total Factor Productivity
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