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Capital Expansion and Platform Economy Development:

Mechanism, Effects and Regulation

YU Feng-xia

(Institute of Informatization and Industry Development, State Information Center, Beijing 100045, China)

Summary: To prevent disorderly expansion of capital in the development of platform economy, it requires analyzing the
theoretical logic of capital expansion and the double effects of capital expansion on platform developments firstly.
Moreover, it is necessary to sum up the typical phenomenon of capital’s disorderly expansion and its potential harm to
economic and social development.

Theoretically, duality is the characteristic of capital expansion on economy development. On the one hand, realizing
value added through flow and expansion is the intrinsic attribute of capital. Orderly capital flow is an important way to
optimize the allocation of market resources. Capital expansion provides important support for the development of platform
enterprises. It can help enterprises expand market scale and influence, and then improve their valuation and
attractiveness in the capital market, which may attract more investment. However, endless pursuit of profit and surplus
value may result in the disorderly expansion of capital at the expense of economic development efficiency and overall social
welfare.

Practically, the disorderly expansion of capital in the field of platform economy is increasingly prominent. This is
reflected in four aspects: rapid concentration of capital in a certain field in a short period of time, high dependence on
the expansion path of "burning money for market’, speculative means of profit, and alienated financial capital caused by
the involvement of a large number of platform enterprises in the financial field. The latent damage of capital’s disorderly
expansion should not be disregarded, such as serious damage to effective market competition and social innovation,
financial risk concentration, and a new confrontation between labor and capital relations.

The disorderly expansion of capital is the manifestation and result of market regulation failure, which requires
effective guidance and regulation. Suggestions are as follows. First, it is necessary to strengthen the Party’s overall
leadership over capital at the level of top design. Second, it is necessary to define the 'traffic light’ of capital. Third, it
is necessary to carry out regular anti-monopoly supervision and build a comprehensive and three—dimensional capital
governance system. Fourth, it is necessary to pay close attention to and study in depth the new trends and new problems of
capital expansion in all new fields.

Key words: capital expansion; platform economy; mechanism; regulation
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