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Figure 2 The "efficiency-price-output-speed' causal transmission mechanism for the '"cost disease"
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Table 2 Endogeneity and robustness test results
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Figure 4 Dynamic effect analysis results

before and after treatment
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Table 3 Synergy effect test results
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Table 4 ''Structural optimization' path test results (1)
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Research on the paths through which digital technology cures the
cost disease of the service industry
A study from the perspective of efficiency improvement and structural optimization

Dong Feng', Zhao Xu', Li Chunling', Wang Lun’
(1. School of Economics and Management, Yanshan University, Qinhuangdao 066000, Hebei, China;

2. Business School, Yunnan University of Finance and Economics, Kunming 650221, Yunnan, China)

Abstract: The existence of cost disease in the service industry will affect the productivity of the overall economy and further re-
strict the momentum of China’s high-quality economic development. Based on this, this paper first sorted out the formation mech-
anism of cost disease, and then constructed a partial equilibrium model and a multi-sector endogenous growth model from the per-
spectives of " efficiency improvement" and " structural optimization" to analyze the path of digital technology to cure cost disease.
The empirical results obtained from this study based on the panel data of 30 provincial-level regions in China from 2010 to 2022
are as follows: (1) From the perspective of "efficiency improvement" , digital technology can significantly promote service inno-
vation, thus facilitating the improvement of production efficiency in the service industry. Digital technology can empower service
innovation and cure cost disease. (2) High-skilled labor and per-capita capital can form with digital technology a synergistic effect of
" digitalization -high-skills" and " digitalization-capital deepening", and strengthen the efficiency empowerment of digital technology.
(3) From the perspective of "structural optimization" , digital technology can, on the one hand, moderate the causal chain of " efficien-
cy-price-output” of cost disease, and on the other hand, shorten the gap of technological progress rate between industries, optimize the
flow of innovation, and cure cost disease from the structure. This study will provide a theoretical basis and empirical evidence for over-
coming the problem of cost disease in the process of "intelligent" digital transformation of the service industry.

Keywords: digital technology empowerment; cost disease; service industry innovation; efficiency improvement; structural opti-

mization



