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How Does Digital Technology Optimize the Location Choice
of Service Industry Enterprises?

An Analysis Based on the Perspective of Factor Mobility

CHEN Lixian"*, JIANG Xingmin'

(1. School of Economics and Trade, Guangdong University of Foreign Studies, Guangzhou 510006, China;
2. Institute of Studies for the Greater Bay Area, Guangdong University of Foreign Studies, Guangzhou 510006, China)

Abstract ; Digital technology optimizes the location choice of firms in the service industry and is an important guarantee of
the high-quality and efficient development of this industry in the new era. Based on data for 286 cities at the prefecture level
and above in China from 2011 to 2021, this paper explores the nonlinear effect of digital technology development on the location
choice of firms in the service industry and the mechanism for this effect from a theoretical and empirical perspective. The study
finds that the development of digital technology has a significant inverted U-shaped nonlinear impact on the location choice of
service industry enterprises. In addition, the current level of development of digital technology in most Chinese cities is still
within the range that will attract firms in the service industry. The mechanism test shows that flows of labor and capital factors
play a nonlinear mediating role in the relationship between digital technology development and the entry of service firms. The
factor flows have a differential impact on the location choice of firms depending on their type. Furthermore, the impact of digital
technology development on the location choice of firms in the service industry presents different characteristics depending on
differences in geographic location, the heterogeneity of subdivided service industry sectors, and differences in the city level.
The above conclusions provide theoretical references for the development of digital technology to optimize the spatial pattern of
service industry firms and realize the coordinated development of the regional economy.

Key words : digital technology; location choice of service industry enterprises; factor flows; nonlinear influence
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