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The Occurrence Mechanisms, Potential Risks, and Countermeasures of
“Involutional” Competition of Digital Platforms
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(1. China Center for Internet Economy Research, Central University of Finance and Economics, Beijing 100081, China;

2. School of Economics, Central University of Finance and Economics, Beijing 100081, China)

Summary: In recent years, as the growth of platform users slows and the industry enters a phase of stock competition,
digital platforms have increasingly engaged in “involutional” competition, characterized by price-based competition. This
phenomenon has severely hindered the healthy development of the platform economy. However, existing literature has paid
limited attention to this issue, especially lacking a systematic analysis of its mechanisms and potential risks. Therefore, this
paper adopts an inductive approach to clarify the concept and technical-economic features of “involutional” competition of
digital platforms and systematically analyze its occurrence mechanism, potential risks, and countermeasures.

The findings of this paper are as follows. First, “involutional” competition of digital platforms is a form of predatory
pricing behavior, with technical-economic features such as diffusion, coercion, technological involvement, and concealment.
As it intensifies, it leads to the evolution of platform markets into an over-competitive state. Second, digital platforms
leverage rules to drive merchants’ low-price supply, use algorithms to intensify price competition among merchants, and
utilize bilateral flow matching to align low-price supply and low-price demand, thus forming a closed-loop of low-price
competition through “rule design-algorithm execution-traffic locking”. Third, “involutional” competition of digital platforms
not only damages the interests of microeconomic entities but also triggers a “lemon market” effect in the manufacturing
sector, hindering the transformation and upgrading of manufacturing industries. Additionally, the mutual reinforcement of
low-price supply and low-price demand leads to a vicious cycle of “low-price competition, low-quality products, and
downgraded consumption”, reducing the efficiency of resource allocation and diminishing investment in innovation, thereby
deviating from the goal of high-quality economic development. Fourth, optimizing platform ecosystem construction,
promoting responsible innovation in digital technologies, developing a tiered digital platform framework, enhancing industry
self-regulation, and fostering a fair competitive market environment will help address the challenges posed by
“involutional” competition.

This paper makes contributions in the following aspects. First, it distinguishes “involutional” competition of digital
platforms from concepts such as price promotions, predatory pricing, and cost leadership strategies, clarifying its
characteristics in terms of behavioral diffusion, constraint ability, internal drive, and external manifestations. Second, it
analyzes the mechanisms of “involutional” competition based on the “rules-algorithms-flow” framework. Third, it highlights
the potential risks of “involutional” competition from perspectives of microeconomic entities, industrial transformation, and
macroeconomic development.

Key words: digital platform; “involutional” competition; low-price competition; high-quality development
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