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Does Data Security affect the Digital Transformation of Enterprises?

A Quasi-natural Experiment Based on the Data Security Law

WU Jiaqi's XU Ye?, WEN Qian’
(1. School of Applied Economics. Jiangxi University of Finance and Economics, Nanchang 330013, China;
2. School of Modern Economics and Management, Jiangxi University of Finance and Economics, Nanchang 330013, China;

3. School of Business Administration, Jiangxi University of Finance and Economics. Nanchang 330013, China)

Abstract: Taking the implementation of the Data Security Law introduced in 2021 for A-share listed companies in China as an exogenous shock
and employing the difference-in-differences (DID) model. the impact of data security regulations on enterprises’ digital transformation and the
corresponding mechanism was examined based on panel data from 2013 to 2022 . The results indicate that the Data Security Law of the People’s
Republic of China significantly promotes enterprises’ digital transformation. More significant effects are observed in non-state-owned
enterprises, industries with high risk of data leakage and enterprises with strong market competitiveness. Mechanism analysis shows that the
policy forces enterprises to carry out technological innovation through the pressure of compliance costs and attracts high-skilled talents to join,
driving the process of enterprises’ digital transformation through dual channels. After a series of robustness tests, the conclusions remain
reliable. This study reveals the interaction between data security policies and enterprises”’ digital transformation. and decision-making references
are provided for regulatory authorities to optimize digital economy governance.

Keywords: data security law; enterprise digital transformation; data elements; compliance costs
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