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The market value of digital platform companies, such as Meituan and Pinduoduo, has also grown rapidly, 
ranking among the top ten in China. At the same time, the Chinese government attaches great importance to 
the rise of digital platform companies. On 7 February 2021 «Anti-monopoly guidelines of the Anti-monopoly 
Commission of the State Council on Platform Economy» was issued to guide operators in the platform eco
nomy to operate in compliance with laws and regulations and to promote the platform economy is developing 
in a standardised, orderly, innovative and healthy manner7. Today, digital platform companies have begun to 
dominate the development of business and affect social life in every aspect.

Reasons for the rise of digital platform companies. The development of Chinese digital platform compa-
nies can be traced back to the end of the 20th century, when China was greatly affected by the Internet boom in 
the USA. There were many Internet companies established at that time: Alibaba in the e-commerce industry, 
Tencent in the social networking industry, 51job.com in the online recruitment industry, Ctrip in the online 
travel industry, the online medical industry, and China Insurance Information Network in the online insurance 
industry. Some of them gradually developed into digital platform companies in the next twenty years and be-
came leading companies in various subsectors. 

First, the convenience of financing is the premise of the rise of China’s Internet industry, and it is also the 
premise of the rise of China’s digital platform enterprises. On the one hand, digital platform companies are 
one of the investment hotspots in the 21st century, which enables to raise a lot of capital. Since 1999, both in  
China and overseas, the Internet economy was developing rapidly, and a large amount of capital poured  
in rapidly. Investment hotspots in the 21st century include industries where a large number of digital platform 
companies gather, such as e-commerce, social networking, live broadcasting, and cloud services (fig. 2). On 
the other hand, under the design of the variable interest entities structure, a large number of Chinese Internet 
companies (especially digital platform companies) went public in the USA. Many of them were not profitable 
at the time of listing, but the funds raised through the listing have enabled substantial subsidy activities to 
grow their businesses. For example, digital platform company Pinduoduo used the funds raised by listing on 
the Nasdaq Stock Market and the London Stock Exchange to spend 6.968 bln yuan in net profit in 2019 to at-
tract users. According to its 2019 annual report, Pinduoduo sales and marketing expenses increased by 102 % 
year-on-year, of which 13 bln yuan was used for advertising expenses, promotions and coupons to build brand 
awareness, drive platform user growth, and improve platform user engagement.

China is considered an example of a thriving platform economy. First, this is mainly because some industries 
in developed countries, such as the USA are already very mature, with high switching costs and low operational 
flexibility, giving latecomers opportunities to catch up in certain fields. For example, according to eMarketer 
and China Securities, China’s mobile payment usage rate far exceeds that of developed countries, such as the 
USA8 (fig. 3 and 4). Secondly, the support of upstream and downstream industries also plays an important role 
in the development of digital platform enterprises in China. For example, in the early stage of the develop-
ment of the e-commerce industry, the express delivery market in developed countries has the characteristics of 
oligopoly, while the concentration of China’s express delivery market is relatively low. This enables China’s 
express delivery industry to adapt more flexibly to the development needs of the e-commerce industry. Low 
service prices in the express delivery industry, point-to-point network services, and flexible franchise models 
have provided conditions for the explosive growth of e-commerce digital platform companies. In addition, the 
logistics and distribution industry also support the development of digital outsourcing platform enterprises.
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Fig. 2. Investment hotspots from 1998 to 2020


