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Abstract: At present, the ‘platform business model’ has indicated innovative potentials not just in
traditional industrial sectors such as telecommunications, IT and retail, but also other sectors like
social commerce. However, ‘Platform’ is not static as it is firmed at the beginning. Using Pinduoduo
as a case study, this research conducts in-depth interviews and surveys in China to analyze the
dynamic change of the platform provider’s role for successful platform operation via the lens of
platform business models. As a “2.0 generation eCommerce platform”, Pinduoduo platform has
become the largest social commerce platform in China with continuous growth at a high speed.
The study found that stabilisation of the platform has experienced two stages: spread and evolution.
At the spread stage, the role of platform provider focuses on forming “incentive to participants”
through “Low price + Social contact” strategy and “Gamification + brand channel” strategy. At the
evolution stage, the provider’s role is transformed into manager of products/services quality and
revenue structure. Pinduoduo’s quality control is composed of three levels, including front-end
quality control, middle-end quality control and back-end quality control. Besides, platform revenue
structure strategies are sponsor-type. The purpose of this study is to enlighten the current players
in the market on how they might utilize the underlying rationales in framework to further develop
their platform business models. From the perspective of a platform, sustainable development of a
theoretical framework is proposed based on these findings to facilitate future research in this area.

Keywords: platforms business ecosystem; social commerce; sustainability platform; case study

1. Introduction

China’s eCommerce sector has been dominated by several eCommerce giants such as Tmall
(https://www.tmall.com/), Taobao (https://world.taobao.com/) and JD (https://www.jd.com/) for a
long time. High customer cost has become the biggest bottleneck in the development of traditional
eCommerce, and various eCommerce platforms are looking for breakthroughs [1]. In recent years,
the maturity of social media development has offered a potential solution and enabled eCommerce to
form the platform based on social networking. The merge of social media and eCommerce has created
social commerce which is a new phenomenon in the retail business [2]. Network based marketing
has proven to be more cost-effective than traditional direct marketing [3]. Thus the social commerce
model may effectively solve the problem of customer cost, and is an important development direction
of the eCommerce industry in the future. China’s social commerce industry development report
points out that since the emergence of social commerce in 2013, it has developed rapidly for five
consecutive years [4]. In 2018, the scale of China’s social commerce market has reached 1139.778
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billion RMB with an increase of 66.73% over 2017. The report predicts the social commerce market will
reach three trillion RMB in Commerce platforms (such as ador (https://www.ador.com/), yunjiglobal
(https://www.yunjiglobal.com/), beidian (http://www.beidianw.cn/), and the huge market growth share
in the future indicates that this new economic field has huge potential and business opportunities.
Although social commerce has grown rapidly in recent years, and more customers, business partners
and investors have joined in this industry, the existing research on social commerce platforms is still
limited. Few scholars have the holistic view on platform development strategy and the effect of the
platform provider’s role on social commerce.

In China, the development of mobile payment technology promotes the growing maturity of the
social commerce industry, utilising the full advantage provided by social media channels, such as
WeChat. Social commerce platforms, typically represented by Pinduoduo (https://www.pinduoduo.
com/), have achieved the growth of gross merchandise volume. Since its establishment in 2015,
Pinduoduo has accumulated 400 million users in just three years, undoubtedly becoming the most
prominent eCommerce platform in the current Internet market [5]. As the most successful social
commerce platform in China, the mode and strategy of Pinduoduo platform are worth studying.
In addition, its platform provider plays multiple roles in development of the platform with creative
business strategies. Therefore, this paper adopts Pinduoduo as a typical case study to conduct in-depth
research on analysis of the platform provider’s multiple roles to stabilise a multi-sided platform.
The research results mostly confirm the viability of a framework, which causes it to become an
analytical tool for the platform provider to guide embedded strategic decision-making in a multi-sided
platform. This paper can enlighten the current players in the market and might utilize the underlying
rationales in framework to further develop their platform business models that could be especially
applicable for new entrants and platform providers with limited capabilities. Beyond that, this paper
is a supplement and refinement to the pre-existing theories in terms of a staged-based development
model for a multi-sided platform, which makes it more in line with the social commerce platform.

For the rest of this paper, Section 2 is devoted to literature review on the eCommerce platform
business module, multiple roles of a platform provider and the business ecosystem. Based on Kim and
Han’s platform business models, serving as the backbone of a conceptual framework for case study is
described in Section 3. Section 4 analyses the primary data collected in the case study and presents
the main findings. Empirical and theoretical results are further discussed in Section 5 to answer
research questions. The paper is then summarized in Chapter 6 with conclusions and suggestions for
future research.

2. Literature Review

In the following sections, we highlight past and recent literature on the eCommerce platform
business module and investigate the role of multiple roles of a platform provider in it. Then, we
explore the concept of the business ecosystem.

2.1. eCommerce Platform Business Module

The term ‘platform’ is used by industrial managers and researchers in various sectors [6].
The platform connects two different user groups to form a network and establish the infrastructure
and rules to facilitate transactions between the two parties [7]. A platform strategy creates value
in various ways through interactions between two or more different affiliated users in a two-sided
market [8], and is likely to continue to grow consistently using the network effect [9]. With the rise
of e-commerce, platform has attracted more attention from scholars [10]. The term ‘eCommerce
platform’ is firstly mentioned in Malone’s paper referring to a space to realize transactions in a virtual
network with the help of electronic information technology [11]. Bakos [12] defined eCommerce
platform as an intermediary organization that provides market price information to both parties and
improves transaction efficiency. It can improve enterprise productivity and profits, enhance enterprise
specialisation and expand market scope [13].

https://www.ador.com/
https://www.yunjiglobal.com/
http://www.beidianw.cn/
https://www.pinduoduo.com/
https://www.pinduoduo.com/
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eCommerce platform is evolving towards a multilateral platform [14]. Besides supply- and
demand-sides, it also gathers complementary parties, distributors, governments, social organisation
and other relevant stakeholders [15]. These stakeholders have the right of choice to enter or exit the
platform according to its rules and provide complementary services for the platform. As a result, they
increase the heterogeneity of platform stakeholders [16]. To connect these multiple stakeholders, a
platform provider plays an essential role to maintain the sustainable platform in various aspects, such
as quality control, revenue structures and so on [17]. In practice, a platform provider is a connector,
matchmaker and market designer. It should not just connect platform participants, but also offer
high-quality and personalised products and services to those stakeholders. Kim [17] divides the
evolution of the platform into four stages based on the technological change and business model
development, namely, the entry stage, the growth stage, the expansion stage and the maturity stage.
He also revealed the dynamic role change of platform providers at different stages using multiple case
studies (as shown in Figure 1 below). Han [18] suggests there are three stages in the process of platform
evolution, namely, the preparation stage, the spread stage and the evolution stage. In the PES model
(Figure 2), the preparation stage and spread stage emphasises the strategic planning and environmental
analysis while the evolution stage focuses on innovation. In the early stages, the platform needs to
attract a certain number of participants to ensure cash flow and content stream. As a result, the policies
of incentive to the participants are important factors [19]. After that, in order to support platform
sustainable development, the role of platform provider should evolve dynamically with the strategic
change of the platform [18].
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These two models demonstrate some common concentrations on the rationales of platform
development. They emphasize that the creation of network effects should be the core target. Kim [17]
mentioned that in the expansion stage, the network effects should be exploited. Han [18] considered
that at the spread stage, the platform provider should pay attention to the rapid growth of the markets.
Thus, strategies on motivation and subsidization are significant at this stage. In addition, since the
focused strategy of each stage is very different, it is believed that the roles of platform providers are
dynamic and change over time in the platform development process. In the meanwhile, these two
models have dissimilar emphases in detailed practical strategies. Kim’s model focus is on the quality
management and revenue structures, whereas the PSE model pays attention to service development
and user co-creation associated with contents [16]. Based on these two models, this paper aimed to
research the multiple roles of a platform provider on social commerce.

2.2. Multiple Roles of a Platform Provider

Social commerce refers to the operation mode of eCommerce with integration of social
networking [20]. It also can be defined as word-of-mouth applied to e-commerce [21]. More
fully, social commerce is a subset of electronic commerce that uses social media, online media that
supports social interaction and user contributions, to enhance the online purchase experience [22].
Combination of eCommerce and social elements offers a bridge for information communication
between merchants and consumers, which leads to more advanced customer attraction channels and
business models [23]. It is a new marketing method to sell and promote enterprise commodities by
using social forms such as sharing, discussion and user feedback. Through the leading interaction
of platform providers, social commerce allows platform stakeholders to get involved in the process
of commodity trading, and promotes the sales of commodities by means of spontaneous promotion
by consumers. It is a combination of information, technology, business and user interaction [24].
Its ultimate purpose is to promote products or services based on social network interaction and user
generated content [21]. From a psychology perspective, users’ online shopping is affected by online
community information and as a result, the social commerce model is characterised by interactivity
and openness [25]. Social commerce could become one of the most challenging research arenas [26].
More and more social commerce platforms have emerged in recent years. Thus, the multiple roles
of a platform provider on a social commerce platform are deserving of studying. In this section, the
multiple roles of a platform provider are researched from various academic perspectives.

2.2.1. Early Spread Stage: Incentives to Users

When the platform is ready to launch, it is necessary to achieve a minimum number of
participants [19]. In order to reach the minimum number of users, platform providers need to
continuously attract participants. In particular, for multi-sided platform providers of facilitator
type, platform providers need to adopt various ways to attract users on the supply-side and on the
demand-side [17]. In economics, one can say that an incentive is a benefit, reward, or cost that motivates
economic action [27].

The most common incentive for participants is physical motivation, such as an economic incentive.
In consideration of product platforms in competitive markets, a lot of participants decide their strategies
focusing on their own economic interests. The direct financial incentive, is therefore preferred by
the platform members [28]. However, a number of examples readily convey a range of externalities,
complexity, uncertainty, asymmetric information and coordination problems which brought severe
limits to what could be achieved by extrinsic incentives on their own [28].

In the meanwhile, the motivation for outside players to join in a platform is heterogeneous [29,30],
thus non-physical motivation is also important. In the case of collaborative communities, in which
complementors are actively involved in value co-creation activities and receive no direct economic
incentive, non-physical motivations are preferred. Boudreau have classified motivation for these
unpaid complementors into those of intrinsic, reciprocating, and signaling motivation, as shown in
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Table 1 [30]. Different types of motivation have a different relationship with the network effect. Some
scholars believe that platforms can attract more and more consumers and service providers because of
network effects. Rysman is the first empirical paper to estimate network effects in a two-sided context,
namely the market for Yellow Pages [31]. This network effect results from the interdependence between
the platform’s user needs and those of the service provider [10]. With network effect, the platform’s
value to any given user depends largely on the number of users on the other side of the network [32].
Generally, network effects in platforms are related to scale, but some scholars have proposed that
platform behavior are also important factors affecting the generation of network effects and the creation
of platform value [10]. For platform behavior, signaling and reputations motivation can generate
the network effects, but intrinsic motivation and reciprocating motivation can not generate network
effect [30].

Table 1. Explanations of three types of motivations for unpaid complementors. (Source: [30]).

Types of Motivations Examples of Motivation Relationship to Network Effects

Intrinsic Self-interests and self-satisfaction;
Own-use user innovation Not related to networks effects

Reciprocating Response to peers; Learning
from interaction Not related to networks effects

Signaling and Reputational Public display and peer adaption
of work activity Related to network effect

Besides, scholars start to consider the unique value of “killer contents” in incentives to users.
In the PSE model, killer content is regarded as a precondition for platform growth [18]. “Killer content”
satisfies the goals and objectives of visitors in exchange for loyalty or buying power [33]. The idea of
killer content provides the core product/service or the most attractive feature within a platform [18].
A spread face where killer contents are provided in the early stage of the platform can rapidly cause
growth of the market [18]. Han [18] suggested that the more important thing in the platform is to
create the interactive system not leaving the platform. If the platform has attractive contents, so called
killer content, it can with ease establish an interactive system and the platform can be built together.
Beyond that, a platform provides the appropriate content to its users, and a platform can be more
competitive by bundling services in order to further engage consumers with killer content. What is
killer content for social commerce? This is an issue that is worth thoroughly pondering. However,
there is still a lack of research on killer content of social commerce platforms in the existing literature.
Thus, we need to compare traditional e-commerce platforms with social commerce in order to find the
advantages of social commerce. Its advantage may be the killer content on social commerce platforms.

As shown in Figure 3, the left figure illustrates the traditional eCommerce model. The big circle in
the center represents the goods on the eCommerce platform, and the small dots around it represent
the buyers. The connection between the two indicates the purchase relationship. The figure on the
right shows the mode of social commerce. The big circle represents the commodities and the small
circle represents the consumers. The figure shows the process of information transfer through the
social network of consumers. Relying on mobile social networking such as WeChat and Microblog,
social commerce platforms acquire new users through the sharing and communication between old
users. Consumers’ purchasing demands will be stimulated at any time in scattered social scenes.
Under the mode of social commerce, firms can make more profits by attracting and alluring potential
buyers via positive recommendations by existing consumers [34]. The above comparison reflects the
characteristics of social commerce. How can social e-commerce platforms use those features to attract
users through killer content? This needs to be analyzed with specific cases. Based on Kim’s model [17]
and Han’s model [18] and combined with the summary of incentives to users in existing literature, the
first sub-question and proposition can be proposed as follows:

Sub-question 1: How do incentives to participants on the social commerce platform work in the
spread stage?
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Sub-proposition 1: Platform providers attract users by physical motivation, non-physical
motivation and killer content.Sustainability 2018, 10, x FOR PEER REVIEW  6 of 27 
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2.2.2. Late Evolution Stage: Quality Control and Revenue Structure

There are some ways to promote multi-participants to achieve a win-win situation in the evolution
stage: platform quality control and balanced revenue structure [17,18,35].

A big problem for online transactions is related to information on product quality [36]. The ease
of publishing on the Web has facilitated the adoption of this technology by consumers and producers
of goods alike [37]. With the help of search engines, consumers can obtain product information and
often make purchases with much less effort than through other distribution channels [37]. This results
in more product information, on balance, being supplied to consumers than ever before. However,
under the disguise of information overflow, there is also information scarcity, a phenomenon that is
affecting the market efficiency by creating information asymmetry: both parties do not have the same
information [38]. For example, when a vendor offers products online, there is no easy way right now
for consumers to know whether the vendor is a reputable one, what his product quality is, or whether
it is really a legitimate business [36]. Due to the existence of asymmetric information, it is very difficult
for buyers in the electronic market to have full knowledge of the product quality prior to purchase.

Under this circumstance, quality management is essential for a multi-sided platform to provide
trust to its multi-sided user. On the one hand, the ‘platform regulation’ is necessary for quality
management [28]. Boudreau and Hagiu [28] insisted that platform regulation can even take the form
of managing behaviour after or before they have occurred – ‘ex post’ or ‘ex ante’ respectively. On the
other hand, Hagiu [39] suggested ‘hard certification’ and ‘soft certification’; the ‘hard’ method is to
limit the advancement of the platform or activities if a certain criterion is not met; the ‘soft’ method is
to provide information regarding product satisfaction or reliability through consumer evaluations.
On this foundation, Kim [17] regards it is possible to prevent quality from being degraded using a
number of management options that can be represented on a 2 × 2 matrix comprising ‘Hard-Ex Ante’,
‘Soft-Ex Ante’, ‘Hard-Ex Post’ and ‘Soft-Ex Post’ (see Figure 4). In some circumstances, only one of
these options is possible although in others it is impossible to use them in combination.
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A pertinent research question thus arises:
Sub-question 2: How is it best to conduct quality control on the social commerce platform?
Sub-proposition 2: Quality control can be accomplished by a mixed method of strategies in terms

of categories and several strategies are selected to be combined according to platform needs.
The ultimate goal of any type of business is to generate revenue, and platform businesses are

no exception [17]. Even if the platform has developed and grown, a platform business cannot be
maintained if profit is not stably produced. Therefore, the platform leader must create ‘economic
incentives for ecosystem members’ [29]. However, since the rate of growth might be slowed by profit
creation, companies must judge their profit models carefully through considering the platform strategy.
Rochet and Tirole [40,41], Caillaud and Jullien [42] and Armstrong [7] each provide a theoretical
framework for two-sided markets to explain how the price structure is determined when either a
monopoly platform sets prices or two platforms compete. Based on those theories, platform companies
need to design the price structure that is imposed on the members with the aim of making the
entire business ecosystem grow continuously and producing profits of their own [17]. Particularly in
accordance with price elasticity, platform providers should begin separately to identify the money-side
and subsidy-side participants [17,43]. Platforms need to consider each side group’s price sensitivity.
The money-side refers to those platform participants who pay for the service - a group with relatively
low price elasticity. The subsidy-side refers to those users who benefit from the platform, and have
relatively high price elasticity. Owing to the difference between the money-side, the revenue structure
strategies can be divided into three categories, as shown in Table 2.

Table 2. Platform revenue structure strategies (Source: [17]).

Revenue-Structure Money-Side Subsidy-Side

Supply-type Supply-side Demand-side

Demand-type Demand-side Supply-side

Sponsor-type External entities (sponsor) Demand- and Supply-side

Revenue measures the ability of the firm to translate the value it offers to its customers into
money and therefore generate incoming revenue streams [44]. The first revenue structure is the
supply-type. For these two companies, the demand-side cannot produce profits, and the price
sensitivity from the supply-side is different, so the money-side is the supply-side. The second is the
demand type. The supply-side cannot produce profits. Thus the supply-side is the subsidy-side.
The last is models deriving profits from them are sponsor-based business models which is put forth
by Casadesus [45]. This model is appropriate when the price competition is fierce or when both the
supply- and demand-sides have high price elasticity [17]. Thus users are from the subsidy-side and the
advertisers are from the money-side. Many organizations look towards advertising as the main source
of revenue. It is natural for these web sites to host banner ads, which generate huge revenue to support
their operations [46]. By combining data analysis with automated customization techniques, platforms
earn revenue from targeted advertisements and recommendations appearing as banners or running in
sidebars [47]. It is important to mention that ICT have had an important impact on pricing and have
created a whole new range of pricing mechanisms [48]. Meanwhile, social networks consist of large
numbers of individuals who are potential content generators and a massive source of information [49].
Crowd-sourcing utilizes the potential of networked web users to generate new ideas, advertise, and
create added value for a little (or no) cost while increasing effectiveness by understanding customer
needs, identifying potential customers, and building loyalty [49]. Is the little (or no) cost of advertising
or customer cost having an impact on the platform revenue structure strategies?

Thus a problem has arisen:
Sub-question 3: How is it best to apply a suitable revenue structure on the social

commerce platform?



Sustainability 2019, 11, 6337 8 of 26

Sub-proposition 3: For a multi-sided social platform, a sponsor-type revenue structure can
be applied.

The study on the largest social commerce in China (i.e., Pinduoduo) is beneficial to complement
the lack of existing research on the role of social commerce platform providers to engage stakeholders
and build an inclusive business ecosystem. The rest of this paper will be devoted to a deep investigation
of Pinduoduo social commerce platform to test whether the existing theories which derived platform
business models are applicable to social commerce platforms [17,18]. Compared with traditional
eCommerce platforms, this research aims to analyse how the role of the platform provider of the social
commerce platform realises dynamic change.

2.3. Business Ecosystem

After building a two-sided market, a business is required to complete its ecosystem to enable itself
to continue its platform business in the market. Even if the business has already been established in the
market, if there are no continuous participants’ supports in the business ecosystem, the business will
fail [17]. Moore is the first scholar to propose the concept of “Business Ecosystems” [50]. The business
ecosystem is the environment in which all relevant participants in the process of enterprise value
creation trade with them. Its main components include entrepreneur, consumers and market [49].
The entrepreneur refers to the economic unit which produces the product and the service in the system.
The consumers are economic units transforming products and services into production elements with
the capability of generating knowledge, technology and systems evolution. The market is the place
where the members of the system trade between economic units. Its characteristic work is to promote
the flow of wealth and the exchange of resources in the system, and to ensure the dynamic balance
of the entire commercial ecosystem [50]. Roundy and Brockman suggested [51] three factors that
affect the business ecosystem: entrepreneurs’ intentions, consistency of entrepreneurship activities
and resource injection. It is believed by researchers that the enterprise operation mode is the primary
consideration in the development of a business ecosystem and the entrepreneur is the key [52–54].

In recent years, much research has been devoted to study of a business ecosystem with inclusive
innovation [55–57]. Inclusive design is integrated into the ecosystem so that people excluded from the
digital world can join the ecosystem in an equal way [55]. The initiative of the business ecosystem is to
interact with and derive value from external entities [58]. Each subject related to the ecosystem has
direct interaction or subordination [59]. As a result, an inclusive business ecosystem must establish
and maintain stable communities externally and reinforce entrepreneurs’ intentions, consistency of
entrepreneurship activities and resource injection internally [51].

3. Research Design and Methodology

This chapter includes the adopted conceptual framework, methodology, data collection and
data analysis.

3.1. Conceptual Framework

This research adopts a deductive approach. It provides an effective method of studying contextual
phenomena by changing from a general model to a specific case [60]. In deductive research, theoretical
framework is important which can serve as a guideline for hypothetical reasoning [61]. Based on Kim
and Han’s platform business models [17,18], the conceptual framework is proposed as Figure 5 below,
considering characteristics of social commerce as discussed in the previous chapter.
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In this diagram, the horizontal axis represents the time line, while the vertical axis represents the
platform performance. It can be seen from this diagram that the main aim, strategy, and role of the
platform provider changes over time along with the development of the platform. The framework
mainly bases on the previous work of Kim [17] and Han et al, [18] and chooses the two stages of
spread and evolution to study. In Kim’s original framework, there were four main stages. In the
meanwhile, there were three main stages of PSE model. The main purpose of this study is to study
the multiple roles of platform providers after the tipping point. Therefore, spread and evolution are
chosen as the focus of the study. In the spread stage, the main role of platform providers is to motivate
multi-sided participants and form a stable business platform. In the evolution stage, the platform
business begins to emerge and contributes to the establishment of the business ecosystem to maintain
long-term competitiveness and customer relations. Thus, the platform provider role shifts to quality
control and the development of a revenue structure. It can be argued that the platform provider
strategy contributes to the achievement of the phased objectives in each stage. On the basis of the three
sub-questions raised in the literature review, this conceptual framework indicates the key research
question and hypothesis, as below:

Question: How does the role of the social commerce platform providers change over time?
Proposition: In the spread stage, the platform provider is mainly responsible for incentive to the

participants. In the evolution stage, the platform provider is mainly responsible for quality control and
balanced revenue structure design.

3.2. Research Methodology

3.2.1. Case Study

The case study is selected as the research methodology in this study, for two reasons: Firstly,
this study is an explanatory study. The case study can provide profound observations on specific
social phenomena, and the case study can verify the statement of problems, which not only conform
to the method of deductive reasoning, but also can improve the effectiveness of the theory [62].
Secondly, social commerce is a new emerging industry. Most Chinese social commerce companies
were established between 2014 and 2017, so development time of this kind of business model is
relatively short. The limited data in large databases make it difficult to obtain time series data. In
addition, from the perspective of platform research, the participants of platform ecology are dynamic
and temporary, which makes it difficult to make statistics. Case study methodology is for empirical
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research. It supports the study of ongoing phenomena without breaking away from the real life
environment [62], which is suitable for this research.

Miller [63] divided the case types into a single case study and multiple case studies according
to the number of used cases in the study. According to the differences of case functions in the study,
research can be divided into exploratory case study, descriptive case study and explanatory case study.
Combining these two classifications, six different types of case studies can be formed as shown in
Table 3 below.

Table 3. Case studies (Source: [63]).

Exploratory Case Study Descriptive Case Study Explanatory Case Study

Single case study Exploratory Single Case
Study

Descriptive Single Case
Study

Explanatory Single Case
Study

Multiple case studies Exploratory Multiple
Case Study

Descriptive Multiple
Case Study

Explanatory Multiple
Case Study

This research conducts a single exploratory case study in order to practically illustrate the
periodical strategies. It uses “incipiency doctrine” and attempts to explain "why" and "how" through
the construction and verification of a theoretical framework in a specific situation.

3.2.2. Rationale for Case Selection

Due to the aim and objectives of the research, there are several criteria for case selection: (1) The
selected platform should be multi-sided which involves two or more sides of participants; (2) The
selected platform should be a rapidly developing social commerce platform; (3) The selected platform
should be the most representative of the social commerce platform in China. According to these
considerations, Pinduoduo, the largest social commerce platform in China, is chosen as the case study
for this research.

Established in September 2015, Pinduoduo integrates the concept of entertainment and sharing
into the social commerce operation under the concept of human-oriented. It is the largest social
commerce platform in China and the third largest eCommerce platform in China, just behind Alibaba
and JD. Until March 13, 2019, the number of active buyers of the Pinduoduo platform has reached 415
million annually and its gap with Alibaba is shrinking. The average time spent by each active user on
Pinduoduo platform has reached 4 hours and 20 minutes per month, which has surpassed any other
eCommerce company in China [64].

3.2.3. Data Collection Method

In this research, semi-structured interview and focus groups are adopted to collect primary data
from Pinduoduo step by step. The stratified random sampling technique is used to choose participants,
as indicated in Figure 6 below.
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At an early stage of data collection, three senior managers of Pinduoduo platform who are
familiar with the platform operation and management, were randomly selected for interviews from
the researchers’ social network. Three senior managers were interviewed at different times to ensure
the integrity of access to information (See Table A1 in Appendix A).

Following the interviews with senior executives, focus groups were conducted with both the
supply- and demand-side of the platform. Participants from the supply-side were selected according
to the monthly sales volume and product type. According to the monthly sales volume, supply-side is
divided into three classifications: 1000–9999 (inclusive) RMB, 10,000–30,000 (inclusive) RMB and more
than 30,000 RMB. The product types on Pinduoduo’s supply-side are divided into the ten classifications:
seasonal women’s wear, brand men’s wear, global cuisine, hot-selling shoes and bags, home furnishing
department stores, beauty, makeup and skin care, home appliances and digital products, maternal
and child care, home textile and home furnishing, and outdoor sports. The number of 30 suppliers
was randomly selected, three from each of these ten product divisions but with different monthly
sales volume. For the purpose of this study, researchers finally grouped those suppliers who provide
different products but with the same monthly sales volume into one group. As a result, 30 suppliers
were reorganized into three focus groups for the next stage of primary data collection. On the other
hand, participants from the demand-side were selected according to the amount of annual consumption
and their regions. According to the amount of annual consumption, users are divided into three
stratifies: less than 1000 RMB, 1000–4999 (inclusive) RMB and more than 5000 RMB. Because of the vast
territory of China and the great differences in consumption habits in different areas, 36 demand-side
users were randomly selected from eastern region, central region and western regions of China, 12
from each region with different levels of annual consumption. Finally, these 36 selected users were
reorganized into 3 focus groups according to the region. The focus group was conducted on WeChat
because of different geographical locations of the participants. The structured focus group protocol is
shown in Tables A2 and A3.

Collecting data from multiple data sources and across different time periods can strengthen
triangulation and support research aims more comprehensively [65]. Besides the primary data
collection discussed above, the research also integrated secondary data such as historical market
research reports and the company’s documents on Pinduoduo. It is believed that triangulation of
data collection can greatly improve the validity of measurement results from exploratory single case
study research.

3.2.4. Data Analysis Method

In this study, the proposed theoretical framework is analyzed by pattern matching data analysis
method. The logic behind this method is to compare the empirical results with the ones predicted by
theories and hypothesis, find mutual agreement between the models, and indicate internal validity
of research [66]. For exploratory case studies, the expected pattern between specific variables is
defined prior to data collection. In this research, the steps of data classification and analysis are as
follows: (1) Create a coding scheme to categorise and unitise data (See Figure A1 and Table A4).
(2) Recognise the relationship between categories. (3) Compare the observed pattern in practice with
the theoretical pattern.

The overall roadmap of this research is indicated in Figure 7 below.
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4. Findings

4.1. Findings from Secondary Data Collection: Pinduoduo in Business Ecosystem

This section introduces the basic information and features for Pinduoduo platform according to
the secondary data.

Pinduoduo was founded in the year of 2015. The number of users exceeded 100 million in
September 2016. In the meanwhile, Pinduoduo has amalgamated with a company named Pinhaohuo,
and then formed the Pinduoduo company today. investors such as Tencent give Pinduoduo platform
more than $100 million in investments [67]. Since its establishment, Pinduoduo has rapidly been one of
the Chinese e-commerce giants. Its business model is different from the C2C business model of Taobao
and the B2C business model of JD. Under the business model of C2C, consumers can buy goods at a
lower price by encouraging people around them to group-buying. Since its establishment in a short
period of two years, Pinduoduo’s users have reached 300 million (as shown in Figure 8).
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The value of platform is to make a "match" between supply-side and demand-side. Pinduoduo is
aimed at meeting the need of the people at the bottom of the pyramid. Thus the platform was designed
on the basis of the cognitive characteristics and consumption behavior characteristics of the people at
the bottom of the pyramid.

The development process of Pinduoduo can be divided into two stages according to the change
in strategy:

• The early stage (2015.9–2018.7) is the spread stage of the platform. Relying on the feature of “social
+ eCommerce”, Pinduoduo platform not only successfully attracted more than 1 billion active
users of Wechat, but also caught the market of long tail. Since Wechat only opens its traffic pool to
the Pinduoduo platform, it avoids the problem which was mentioned by Kim. The question he
mentioned was, as more social commerce firms have joined the industry, fierce competition has
ensued [22]. The biggest contradiction in this stage is online supply chain control and merchant
supervision. The negative comments received are mainly concentrated towards the problem,
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such as the goods have not been received, a poor product quality, existing fake and inferior
commodities in the platform and so on.

• The later stage (2018.8–present) is the evolution stage of the platform. Pinduoduo was listed
on Nasdaq on 26 July 2018. However, in August 2018, Pinduoduo was held accountable by the
Shanghai government and was asked to solve problems proposed by the users in spread stage.
Since then, Pinduoduo has paid more attention to the quality management and revenue structure.
In the stage of expansion, by providing differentiated services to users and adding platform
components, Pinduoduo has been transformed from a social commerce platform to an inclusive
business ecosystem (as shown in Figure 9 below).
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With this background, empirical study investigates further on dynamic changes of the platform
provider’s role, which is discussed in the following session.

4.2. Findings from Primary Data Collection

According to the interview with three senior managers, 30 supply-side participants and 36
demand-side participants of the Pinduoduo platform, the researchers found that with the platform
development, the platform provider has different practical strategies.

4.2.1. Spread Stage: Incentives for Participants

As shown in Table 4 below, the motivation strategies of Pinduoduo can be divided into two types
at its spread stage.

Table 4. Motivation strategic in Pinduoduo (Source: the author).

Focus of Platform Provider (1)
Low Price + Social Contact

Focus of Platform Provider (2)
Gamification + Channel Branding

Demand-side strategies

• Killer content:
Provide low-priced products and

easy-operating functions for the people
at the bottom of the pyramid

• Killer content:
Duoduo Orchard game

Supply-side strategic • Economic incentive • Signaling and reputations incentive

Motivation Strength High High

“Low Price + Social Contact” Strategy

Pinduoduo platform believes that there are huge business opportunities in the people at the
bottom of the pyramid. (i.e., “Bottom of the Pyramid” – BOP, referred by [68]). By meeting the needs
of this group, companies can not only obtain a pecuniary advantage, but also create social value by
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improving the quality of life for the people at the bottom of the pyramid. Guided by this theory,
Pinduoduo takes the BOP group as the main demand-side users from the very beginning.

In the early stage of platform spread, the characteristics of BOP group’s consumption behavior
were fully analysed by the company. The findings are mainly reflected in two aspects: First, BOP group
tends to consume according to their daily needs, spend as little money as possible each time, and are
very sensitive to price. Second, BOP group will only consume when the price falls into the price range
they can accept and the product meets their basic needs. Based on the analysis result, “killer content”
were designed to attract users from the demand-side. Pinduoduo platform’s killer content for the
demand-side at spread stage is to provide low-priced products and an easy-operating function for
the people at the bottom of the pyramid. From the perspective of demand-side users, the low-priced
products and easy-operating function are the most attractive points for demand-side users.

• Group Buying: Compared with competitors, the group buying mode employed by Pinduoduo
provides lower price products for customers. Every kind of good on Pinduoduo platforms can
be purchased through the mode of “buying direct” and the mode of “group buying”. Yet if the
consumer chooses the mode of group buying, they are able to buy the product at a price lower
than the market price. The people at the bottom of the pyramid are extremely price sensitive [69].
Thus they naturally choose the mode of “group buying”. Often, the active users who want to
buy goods at the lowest price will become a leader, and attract passive users to participate in
group buying, as shown in Figure 10 (Source:ThoughtWorks company). Meanwhile, Pinduoduo
platform summarizes the customer demands and feedback to the supply-side, which can reduce
any intermediate links and obtain the price advantage.
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• Rapid Information Transmission through Social Media: Information transmission through
social media not only helps the platform reduce the average customer cost and then reduce the
price of the product, but also provides an easy-operating function for the people at the bottom of
the pyramid. This is because the consumers only need to open the website link of the commodity
purchase sent by their acquaintances in WeChat and they can directly purchase this commodity.
It does not require a tedious search and operation process which are in line with the characteristics
of the people at the bottom of the pyramid who are less educated and unfamiliar with the Internet.
Social networks consist of large numbers of individuals who are potential content generators
and a massive source of information [49]. According to people’s role in information transmission
on Pinduoduo platform, they can be divided into four categories: (1) super-star, (2) key opinion
leader (referred to as KOL), (3) a location-based relationship related parties (referred to as LBS
related parties) (Such as fellow villagers/neighbors), (4) friend of a friend (referred to as FOAF), as
shown in Figure 11 below. The importance of the relationship has been highlighted as a major
marketing ingredient of success for any business enterprise [70,71]. In a sense, the role of social
media enabling customers to talk to one another is an extension of traditional word-of-mouth
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communication [72]. It is particularly worth mentioning here that compared with those on larger
incomes, people at the bottom of the pyramid tend to create a stronger sense of community and
social network, based on mutual help [73]. On the basis of the above theory, Pinduoduo platform
encourages consumers to take the initiative in attracting potential users. In order to reach the
minimum number of people who are required for group-buying and then make themself enjoy
lower prices, people at the bottom of the pyramid usually share advertisements of group-buying
through social media, such as WeChat. Meanwhile, people tend to have stronger ties with those
more like themselves [74]. Therefore, the shared commodity information can quickly flow to the
target groups with corresponding consumer preferences, and find the potential consumers.
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For supply-side, the platform provider applies a low-priced entry threshold to attract small and
micro enterprises. It is an economic incentive for the supply-side. To set up a shop on Pinduoduo, a
supplier only needs to pay a deposit of 1000–2000 RMB to the platform provider. It brings the Pinduoduo
platform economic incentives for the supply-side compared with other platforms. For example, JD
requires a deposit of 30,000 RMB and a service fee of 12,000 RMB, if an enterprise wants to enter
the platform.

“Gamification + Brand Channel” Strategy

From the perspective of service marketing, gamification was to be defined as “a process of
enhancing service with affordances for gameful experience in order to support user’s overall value
creation” [75].

For users on the demand-side, Duoduo Orchard game then became the killer service provided
by Pinduoduo platform that provided further rapid growth. Duoduo Orchard game is a new type of
service to blend gaming and social network service (SNS) features to build online connection. In April
2018, Pinduoduo platform launched a game named “Duoduo Orchard”, which regarded systems that
require an active involvement by the consumer. Through sharing, browsing and purchasing of goods,
the users can get water droplets which they can use to water the fruit trees on the platform. When
fruit trees grow up, Pinduoduo will post the user a box of real fruit. The reason why the platform
regards Duoduo orchard game as killer content is that gamification’s effect might be felt throughout the
consumer decision process [76]. Gamification has already become an important component of many
mobile service offerings as firms seek to enhance customer enjoyment, engagement, and retention [76].
Gamification executed on the mobile platform has the potential to affect an essential set of retailing
outcomes, to entertain customers, to accelerate a repurchase, to retain customers, and to contribute to
in-store engagement [76]. Thus, Duoduo Orchard game is one of the most essential killer contents of
Pinduoduo platform.

For users on the supply-side, signaling and reputational motivations should have the potential to
intensify and stimulate greater complementor development and investments with growing platform
usage because it increases the size of the potential audience for signaling one’s work activity, outputs
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and attendant accolades [30]. Economic models based on Nelson’s work show that an established
brand name can signal high product quality [77–79]. Essentially, high quality producers advertise their
brand heavily, but only expect to recoup the cost of the advertising from many repeat purchases [37].
However, at the same time, manufacturers of high quality products distribute through retailers with a
strong reputation (reputable retailers), while manufacturers of low quality products distribute through
retailers with no reputation (discounters). In this way, even if high quality manufacturers have no
reputation of their own to post as bond, they can signal quality by posting the reputation of the
retailers [80]. Based on those theories, Pinduoduo platform downplays the brand effect of the product.
This means, the product itself has no brand advantage, but the platform unique channel represents the
brand which make consumers believe that the industrial products and agricultural products sold on
the platform represent good quality, design and favorable prices. It is a typical example of signaling
and reputational incentive to the supply-side.

Pinduoduo platform also focused on production and sales of agricultural products. Owing to
the low levels of education and a relative scarcity of production skills, a lot of people at the bottom of
the pyramid have to engage in agricultural-related productive labor [81]. Meanwhile, it is difficult
for people at the bottom of the pyramid to get relevant market information the first time, thus, those
people could not judge the most suitable quantity of production and the most suitable time for sale [82].
Even worse, the people at the bottom of the pyramid usually have no choice but to sell their produce
to local middlemen. In this process, they not only have to accept the procurement price at a low level,
but also have been treated with no respect [83]. To solve these problems, Pinduoduo collects consumer
demand through the group-buying model and to convey the information to farmers. Based on this
market information, farmers can compare production and prices with their counterparts across the
country and sell their products to consumers at the market price. This act also improves the reputation
of farmed products.

4.2.2. Evolution Stage: Quality Management

As the number of users continues to increase, negative effects are generated. Therefore, the role
of Pinduoduo’s platform provider shifts to quality management in evolution stage. Additionally,
regulations on quality control change from loose to strict.

In the spread period, less approval is required for the user to enter the platform. Users on the
demand-side only need to submit basic personal information and supply-side users only need to pay a
small amount of the registration fee. The senior manager in Pinduoduo platform stated that the quality
of the product had indeed degraded due to the rapid growth of the platform’s user base.

With increasing platform components and content, the platform provider has strengthened quality
control. For the people at the bottom of the pyramid, they don’t need the best product, but need a good
enough product [84]. For these people, their marginal benefit declines quickly [85]. Thus, the platform
went to small and medium-sized enterprises to keep the key products performance and exclude
high-end functions to better meet the demand of BOP users. In order to reach this goal, the “new brand
strategy” was proposed. The new brand strategy is a systematic plan initiated by Pinduoduo which
focuses on the growth of small and medium-sized manufacturing enterprises. Armed with this strategy,
Pinduoduo has gradually supported 1000 factory brands in all sections of the economy [64]. These
enterprises have similar problems and difficulties: they have been the original equipment manufacturer
for foreign brands for a long time, and are the upstream enterprises of the international supply chain.
They have excellent production quality but without a famous brand in China. The platform helps them
to embrace the huge domestic market, and create brands at the lowest cost. In this strategy, the harder
certification combination with the softer certification is realized. According to the time and contents,
quality control is divided into three levels: front-end quality control, middle-end quality control and
back-end quality control:

• Front-end quality control - the platform achieves transparent production through the “visual
platform” in the form of a live broadcast. Consumers can see the whole process of product



Sustainability 2019, 11, 6337 17 of 26

manufacturing. In the process of a live broadcast, consumers can comment at any time, and
those who have bought can also share their user experience, providing a beneficial interactive
environment for consumers;

• Middle-end quality control - all production information of the factory is synchronised to the
platform for record, and the full line of the commodity will be traced to realise ‘quality upgrade’.
The platform promises that the products will be inspected by any third party. If consumers find
problems with the products, the platform will refund the merchants ten times of the historical
total sales amount of the products involved, and compensate all the fines to the consumers;

• Back-end quality control - based on analysis of a large amount of data obtained from BOP groups,
the platform helps small micro enterprises keep the key products performance and exclude
high-end functions to better meet the demand of BOP users to realise ‘demand to upgrade’.

4.2.3. Evolution Stage: Revenue Structure and Value Chain

Pinduoduo has designed different pricing strategies for various users. It is suggested that the
revenue models employed in Pinduoduo are relatively complicated in respect to their current evolution
stage. The platform provides subsidies to users on the demand-side for inclusive purposes. e.g., As the
BOP group is very sensitive to price, thus users on the demand-side can register for free and browse
and query product information. At the same time, the platform offers irregularly and randomly issued
cash subsidies or coupon subsidies to users on the demand-side; For the user on the supply-side, the
platform provides a relatively lower registration fee and preferential prices. The main revenue of
Pinduoduo consists of profit sharing, advertising, services provided to merchants and transaction
commission. Thus, models deriving profits from them are sponsor-based business models. However,
as the representative of social commerce, its customer acquisition cost is lower than other platforms,
such as Taobao and JD platforms. In 2017, the average customer cost of Taobao was 227 RMB and
the average customer cost of JD was 226 RMB, but the average customer cost of Pinduoduo was less
than 10 RMB [86]. Therefore, it can rescue the advertising fee. This advantage enables the platform to
further offer lower prices to both supply-side and demand-side.

5. Discussion

This study analyses the change of the role of the platform provider in the platform development
process. The conceptual model proposed in the previous section can be perfected, as shown in Figure 12.
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5.1. Central Question: How Do the Dynamic Roles of Platform Providers Change over Time?

As indicated in the diagram, platform providers motivate all participants to enter the platform
in spread stage. At evolution stage, the role of platform providers shifts to quality control and
revenue structure design. This demonstrates that the development of Pinduoduo platform conforms
to the original conceptual model, but at the same time, Pinduoduo platform also reflects its unique
characteristics in various stages. Those characteristics do not appear in the original conceptual model
and it is a supplement and refinement to the original conceptual model, which makes it more in line
with the social commerce platform. From the case study, Pinduoduo has enabled rapid growth and
realized the sustainable development of the platform by adopting different strategies and utilizing the
advantage of social media. By analysing the case of Pinduoduo, this study provides deep investigation
into the determinants of a successful social commerce platform. The sub-questions are discussed with
findings from both theoretical and empirical studies as below.

5.2. Sub-Question 1: How Do Incentives to Participants on the Social Commerce Platform in Spread Stage?

Han [17] believes that incentives should effectively stimulate users to participate in the platform
actively. In order to effectively incentive participants, targeted incentive strategies should be adopted
for different users at the spread stage. In early spread stage, Pinduoduo platform attracts supply-side
users by economic incentive. Meanwhile, Pinduoduo platform’s killer content, which aimed to attract
the demand-side user, is to provide low-priced products and easy-operating functions for the people at
the bottom of the pyramid. In the latter spread stage, Pinduoduo platform attracts supply-side users by
signaling, and reputations incentive and killer content which aimed to attract the demand-side user is
Duoduo Orchard game. This is in line with the role of platform providers in incentives to participants
proposed in the original conceptual model, and at the same time reflects the unique characteristics of
the social commerce platform.

5.3. Sub-Question 2: How Is It Best to Conduct Quality Control on the Social Commerce Platform?

From the theoretical analysis, the quality control of a multilateral platform can be divided into soft
certification and hard certification in terms of controlling intensity (Kim, 2016). The platform provider
takes a mixed approach according to the particularity of the internal and external environment. In the
case study, the principle of quality management design adopted by Pinduoduo is consistent with
the matrix. Besides, Pinduoduo platform combines soft method with hard method, and emphasizes
front-end quality control, middle-end quality control and back-end quality control.

5.4. Sub-Question 3: How Is It Best to Apply a Suitable Revenue Structure on the Social Commerce Platform?

Based on the existing theoretical basis, the platform providers intend to provide financial support
to users according to the price sensitivity of participants. When both supply and demand users’ need
subsides, external entities such as sponsors and third-party manufacturers join the platform [16].
Revenue structure model of Pinduoduo is generated with the change of market demand and the
dynamic capability of the platform provider, but price elasticity is still the most critical determinant
of pricing strategy. This depends on the group character of the internet client and custom habit of
the user. Based on practical observation, the revenue structure of Pinduoduo is consistent with the
internal logic of a theoretical framework. Pinduoduo applied the sponsor-type revenue structure. In
the meantime, Pinduoduo platform also shows the unique advantage of low customer acquisition cost.
This advantage enables the platform to further offer favorable prices to both suppliers and buyers.

6. Conclusions and Future Research

A sustainable social eCommerce platform has great potential to contribute to the establishment of
an inclusive business ecosystem. This research intends to propose this kind of platform business model
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based on the investigation of good practice in China. Lessons for success learned from Pinduoduo case
study can be summarized in two aspects:

• Human-oriented platform design to stimulate potential demands. Traditional eCommerce
platforms usually pay more attention to “goods” and “shopping malls” without consideration
of the real needs of platform participant. Besides improving productivity and expanding sale
channels, a ‘human-oriented’ design concept also encourages deep insight into the user’s demands
and even emotional experiences behind demands via digital technologies and social medias;

• Inclusive platform design to build business ecosystem. Diversification of Chinese society has
resulted in the structural stratification of consumption. Different operating strategies should
be adopted for different consumer groups. In general, consumers with high-level consumption
pay more attention to consumption experience, and are willing to pay for brand premium and
emotional value of products. BOP group, on the other hand, are still in the stage of price sensitivity,
whose demands are often ignored by mainstream enterprises and platforms.

The successful experience of Pinduoduo platform can provide contributions and implications
for the management in practice. In consideration to the research context, this research performs
an analysis on a relatively successful stage-based platform development approach for a sustainable
social eCommerce platform. Additionally, this can enlighten the current players in the market on
how they might utilize the underlying rationales in framework to further development their platform
business models, that could be especially applicable for new entrants and platform providers with
limited capabilities. In the meantime, the framework could contribute effective thoughts to platform
architecture and business model designs.

By doing the case study, several limitations are drawn as follows: The first limitation is that there
is no third round of data collection, due to the restrictions in terms of research duration. The second
limitation is the use of a single case study. Therefore, cross-case analysis to compare roles of platform
providers in China and other countries, including both successful and failed platform operations,
would be beneficial for the future research in this area.

Nowadays, Pinduoduo is integrating with Chinese manufacturers to become an Internet
eCommerce platform with a full circle of “production + distribution + transaction + consumption”.
It also indicates the trend of social commerce platform development in China because of huge consumer
demands created by this business model. Internet eCommerce platform will gradually drive the
transformation of “made in China” to “created in China” and reverse the Internet as the unique
path to an inclusive business ecosystem. In addition, with the development of mobile technologies,
platforms become more ‘decentralized’ and ‘fragmented’ in terms of hardware and time. Continuous
development digital technologies offer great opportunities for platform innovation. Therefore, the
continuous research could be conducted on the question, ‘what would be the role of platform providers
to enable platform conduction and operation in the era of mobile Internet?’.
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Appendix A

Table A1. Semi-structured interview protocol.

Introduction -Job description and function in the platform

Platform Background -Initiatives and value proposition in Pinduoduo platform?
-Technological capabilities of the platform providers?

Incentives to Participants
-Comment on the user growth pattern in Pinduoduo platform?
-Comment on motivations for supply-side users?
-Comment on motivations for demand-side users?

Quality Management

-Comment on balance between content quality and aggressive user growth
-Explanations on the regulation architecture in Pinduoduo platform
-Comments on the changes in quality regulation
-Comparison among other platforms

Revenue Structure

-Explanations on revenue stream from demand-side users
-Explanations on revenue stream from supply-side users
-Explanations on revenue stream from cooperative users
-Comments on revenue structure in Pinduoduo platform

(Notes: according to the job description of each respondent, the concentration of question area might be different.
During the interviews, respondents are encouraged to give examples for certain strategies).

Table A2. Structure focus group interview protocol (for supply-side users).

Question Number Concrete Content

Question 1:
-How did you find the platform of Pinduoduo?
-Have you used other eCommerce platforms before?
-Why did you switch from other platforms to Pinduoduo platform?

Question 2: -What motivates you to sell products on Pinduoduo platforms?
-What do you find most attractive about the platform?

Question 3: -How do you join in Pinduoduo platform and do you need to pay for it?

Question 4: -How do you accumulate customers?
-What is the way you earn more from Pinduoduo platform?

Question 5: -Please provide a general comment on your usage experience in Pinduoduo platform?

(Notes: in terms of each question, the author should inspire every focus group member to respond, as well as
motivating discussion between respondents).

Table A3. Structure focus group interview protocol (for demand-side users).

Question Number Concrete Content

Question 1:
-How did you find the platform of Pinduoduo?
-Have you used other eCommerce platforms before?
-Why did you switch from other platforms to Pinduoduo platform?

Question 2: -What motivates you to buy goods on Pinduoduo platforms?
-In other words, how do you find this platform most attractive to you?

Question 3: -How do you choose the products on the platform of Pinduoduo?
-Which aspect do you pay more attention to when choosing goods?

Question 4: -Are you satisfied with the quality of goods on the platform of Pinduoduo?

Question 5: -Please provide a general comment on your usage experience in Pinduoduo platform?

(Notes: in terms of each question, the author should inspire every focus group members to respond, as well as
motivating discussion between respondents).
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Table A4. Example of data unitizing sheet.

Theme Sub-Category Sample of Coded Text

Incentives
to

participants

Low cost products +
Social network

• I did not know about this software until my family asked me to help with bargaining.
Then I came into contact with this APP for the first time and found that the price of
the items inside was very low. I sometimes bought some goods such as laundry
detergent and toilet paper on it. However, because the appliances and clothes on this
software felt low-end, I did not believe in its quality. (Demand-side focus group)

• “Group buying” is the most important function of Pinduoduo. Through this
mechanism, Pinduoduo quickly provides incentive to participants. We don’t have
specific statistics, but it can be said that most of the orders are from this way.
(Senior managers)

• Traditional eCommerce, such as JD and taobao usually focusing on commodities.
They were designed to provide customers with the most accurate commodities
directly. The product information is transmitted by a social network of consumers in
the Pinduoduo platform. They all came from similar backgrounds and in similar
classes. This is the difference between Pinduoduo and traditional eCommerce. From
the “group purchase” function, Pinduoduo has social attributes. (Senior managers)

• I think the most important problem in China’s current situation is the income gap is
too big. Rich people are already rich enough. It is a terrible thing for the media to say
that we have money. So we still pursue the individualization, differentiation and
fairness of consumption. It is a common phenomenon that the poorer and less
developed areas have higher commodity prices. I think Pinduoduo has a dream in
leveling consumption. (Senior managers)

• Cheapness and cost-effectiveness are always the core elements of the mass consumer
business. After all these years of rapid growth, China’s wealth structure is still
pyramid-shaped: the bottom is huge. The middle is squeezed, and consumption
habits are still ‘cheap-oriented’. In a way, Pinduoduo is actually trying to provide
better products and services for people at the bottom of the pyramid.
(Senior managers)

• I used 100 yuan to purchase 15 things on Pinduoduo. There were CET-6 papers, three
squirrel snack gift bags, two books of Liu Cixin, and so on. This was almost not even
possible on other eCommerce platforms. (User comments extracted from other
social platforms)

• I recently purchased the cushion of this tricycle 37RMB on the Pinduoduo platform.
The price of the same thing is 49 RMB on the Pinduoduo platform. So I chose
group-buying with a neighbor. (Demand-side focus group)

• I used to open a shop on taobao platform before, but then I found that the censorship
is strictly more and more. My shop mainly is the main business of fast consumer
goods such as toilet paper. As the product does not belong to a big brand, there are
fewer and fewer customers. Pinduoduo platform threshold is relatively low, and I
listened to colleagues who said the platform will help you to attract customers. So I
participate in Pinduoduo platform. (Demand-side focus group)

• My sons and daughters have taught me online shopping before, but I think that is
very complicated and always cannot learn. Meanwhile, I am worried about
insecurity. Later, my relative said that he bought a very cheap juicer on Pinduoduo
platform through group- buying. Listening to him to say so, I took part in group
purchasing with a try attitude. As a result, I really bought a juicer. Since then, I have
often shopped on Pinduoduo platform. (Demand-side focus group)
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Table A4. Cont.

Theme Sub-Category Sample of Coded Text

Gamification + Channel
brand

• One of my friends has recently returned from Australia. When we were having a
party together that day, he saw me take out my mobile phone to water the tree on the
Pinduoduo platform, and he laughed at me for playing this kind of game. I told him
that when the fruit harvested in this orchard, Pinduoduo will really send a box of
fruit to your home. I set an alarm clock to water trees on time almost every day. He
feels particularly incredible, because before the game, the items in the game are never
linked to reality, the game props will not run to reality. He has never played this type
of game. I took him to play this game. Now he sets the alarm clock to water trees
with me every day. The duoduo orchards strengthen the interaction between people
and gave me a lot of fun. (Demand-side focus group)

• I want to talk about Duoduo Orchard. In Duoduo Orchard, users can “water” fruit
trees and eventually get free fruit. This game facilitates people to actively participate,
which can give consumers more pleasure and attract more consumers to use
Pinduoduo APP. (Senior managers)

• Previously, we were acquainted with a few large brands. But as the Chinese people
become richer and richer, numerous new brands emerge to meet their need. But these
brands were originally restricted by the monopoly of channels, and these brands can
not enter a large national supermarket. Online, traffic cost of taobao and Tmall stores
goes up all the way, and the cost of bid ranking can only be undertaken by
consumers. When it’s cheap, no one knows. When it’s high, a lot of potential
customers are lost. Under these circumstances, Pinduoduo platform provides a
growing ground for emerging brands. Because of this, Pinduoduo can provide
consumers with goods and products, and let consumers accept these emerging
brands without brand advantages through Pinduoduo platform. (Senior managers)

Quality
management

Front-end quality
management

• If an eCommerce enterprise want to participate in poverty alleviation work, the core
is to use the advantages of the Internet to solve the transportation of agricultural
products. At the beginning of the establishment of Pinduoduo platform, our team
found that the “Pinduoduo” model can gather huge consumer demand information
in a short time and quickly sell large quantities of current season agricultural
products. (Senior managers)

• With the development of the platform, the problem of counterfeit and inferior
commodities does occur in the platform. This problem is due to platform neglect of
quality management. In order to solve this problem, Pinduoduo has also learned
many of techniques from other eCommerce and formulated a very strict
anti-counterfeiting plan. Platform really should crack down on the manufacture and
sale of counterfeit or shoddy goods. This problem is harmful to the platform and
consumers. In the meanwhile, I also beg consumers to give Pinduoduo more time to
solve this problem. (Senior managers)

• Pinduoduo will continue to promote the “New brand strategy”, reduce the burden of
1000 small and medium-sized enterprises. More than 700 factories have submitted
applications to participate in implementation of new brand strategy. More than 90
factories have passed the tests. Some enterprises even proposed that even if they
could not participate in the New Brand Plan, they would like to live production
process in order to gain trust. (Senior managers)

Middle-end quality
management

Back-end quality
management

Revenue
structure Pricing elasticity

• Pinduoduo’s revenue structure is similar to the revenue structure of taobao platform.
Platform gains income through offering marketing service (merchant advertisement)
and transaction service (payment and processing fee). However, Pinduoduo has
differentiated pricing strategies for demanders and suppliers. To ensure that the
platform has incentives for all parties, this is complicated and difficult to balance for
Pinduoduo at the present stage. (Senior managers)

• The biggest advantage of Pinduoduo platform is they have a large quantity of
products. This advantage is being crucial for agricultural products. We buy garlic at
5.75 per catty, which is higher than the market price. If we add the costs of freight,
packaging and insurance, the profit is very low, sometimes even sell at a loss, but is
broadly profitable in normal time. My parents are ordinary farmers. Thus I hope we
can earn more money together relying on the platform. (Supplier focus groups)
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