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Abstract. With the progress of science and technology, the world is experiencing rapid
digital transformation, new technologies and new business models are developing, digital
technology and traditional industries are expanding their integration and involvement
levels, and the economies and societies of various countries are increasingly entering the
digital age. The overall scale of the world’s digital economy continues to grow, and the
proportion of the digital economy is increasing, but the development between regions is
uneven, and the problem of the digital divide is highlighted. The level of digital economic
development is highly related to the overall level of economic development. The overall
level of digital economy development in advanced economies is higher, the digital economy
is larger, and the digital economy accounts for a higher proportion of the total domestic
economy. It has entered a highly digitized stage, and the world’s major Internet companies
and high-tech companies are also highly concentrated in these countries and regions.
The article presents the results of a comparative analysis of the strategies of Chinese
companies in the digital economy. The work was written in accordance with the strategy
methodology of the Foreign Member of the Russian Academy of Sciences (Life-time), Dr.Sci.
(Econ.), Professor Vladimir L. Kvint. The author pays considerable attention to the current
state and forecasts of the digitalization of the Chinese economy, the connection between
digital transformations and the growing need of the population to improve technologies
that simplify their life. Based on statistical data, the author determines the advantages and
disadvantages of existing digital technologies, states the deepening of their integration with
the industrial sector. Analyzing the strategies of the largest digital campaigns, the author
reveals the dynamics of the use of applications developed by them by citizens. In conclusion,
a conclusion is made about the importance and rapid spread of digital technologies, as well
as the need for states interested in their development to create conditions for the latter.
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AnHoranus. C pa3BUTHEM HAYKU U TEXHUKU MUP MTePEKUBAET CTPEMUTETbHYIO UM POBYIO
TpaHchOpPMaII0, Pa3BMBAIOTCS HOBbIE TEXHOIOTUM M OM3HEC-MOA e, MHGOPMAIMOHHbIE
TEXHOJIOTUM U TPAAUIMOHHbIE OTPAC/IM PACHIMPSIOT CTeIeHb MHTETpalyuy ¥ BOBJIEUEH-
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HOCTM, & SKOHOMMKA ¥ OOIIeCTBO PA3JIMYHBIX CTPAH BCe NaJibllie BXOMST B HOBYIO 3T0-
Xy MHGOPMAIMOHHBIX TeXHOjoruit. O6muii Maciitad MUpOBOil UM(POBOII S3KOHOMUKM
MPOJO/KAeT PacTU, A0S 3MEeKTPOHHOV 3KOHOMUKM YBeIMUMBAETCS, HO OIS PA3AMUHBIX
permoHoB pa3BuTHe KUGPOBOI IKOHOMUKM HEPABHOMEPHO, YTO U OOYCJIOBIMBAET IPO-
6/eMy ee IpMMeHeHNSs. YPOBEHb Pa3BUTUS MHTEPHET-IKOHOMVKY TECHO CBSI3aH C 00IIUM
YPOBHEM 3KOHOMMUYECKOTO Pa3BUTHUS. B cTpaHax ¢ pa3BUTOI 9KOHOMMKOI 0011t yPOBEHD
pa3BuTusi uMdpoBoit 3KOHOMMKM Bbilie. OHA BCTYyNMJa B CTaAMIO BBICOKOI OLM(POB-
KU, U KPYIHEelIe MUPOBble MHTEPHET-KOMIIAHUM U BbICOKOTEXHOJIOTMYHbIE KOMIIAHUU
TakKe CMJIbHO CKOHLIEHTPMPOBAHBI B 3TUX CTpaHaxX M perMoHax. B craTbe mpencrasie-
HbI pPe3y/bTaThl CPABHUTEIBHOIO aHAAM3a CTPATeruil KUTaiCKUX KOMITaHMII B 06jaacTu
undpoBoit 3KoHOMMKHK. ViccaenoBaHe OCHOBAaHO Ha TeOPUM CTpaTerMy M MeTOHOJIOTUU
cTpaTterupoBanus ipodeccopa B.JI. KBuHTa. 3HauUnTe/IbHOE BHUMMAaHME yIeJeHO TeKyIle-
MYy COCTOSIHMIO M TIpOTHO3aM IMbpOBU3ALUM KUTANCKON IKOHOMUKM, CBSI3U I[MPPOBBIX
npeo6pasoBaHmii C POCTOM MOTPEGHOCTY HACETEeHNsI B YCOBEPIIEHCTBOBAHMM TEXHOIOTHIA,
YIPOLAKUINX UX XKM3HeOesATeIbHOCTh. Ha OCHOBaHMM [IAHHBIX CTATUCTUKU OIpexese-
HBI TIPEMMYIIECTBA ¥ HEJLOCTATKY CYIIeCTBYIOINX MUPPOBLIX TEXHOIOTHI, PACCMOTPEHBI
NpUMepPbl UX MHTErpaluuu ¢ MPOMBILIIEHHBIM CEKTOPOM. AHaIM3UPYsl CTpaTeruyu KpyI-
Helmmx UMGPOBBIX KaMIIaHWUIA, BbISIBIEHA AMHAMMKA MCIIOJb30BaHUS pPa3pabOTaHHBIX
UMM TPUWIOKeHUI Ojsi rpaxknadH. Takum o6pa3om, B CTaTbe MOAYEPKHYTA 3HAUYMMOCTD
U CTPEMUTEJIbHOCTh PACIIPOCTPaHeHUS IUPPOBbIX TEXHOJIOTUI, a TaKKe HeOOXOIVMOCTb
rocyapCcTB B YCWJIEHUM 3aMHTEPECOBAHHBIX B MX PAa3BUTUU U CO3TAaHUS HEOOXOOMMBIX
YCJIIOBUIA IJ151 9TOTO.

KimoueBble ciioBa: mydpoBasi 3KOHOMMKA, CTPATErMM KOMIIAHWUI, KUTAMCKUe KOMIIaHWUM,
IT-cexTop, MHPOPMAaLIMOHHbIE KOMITAHMUM, aHAIU3 PBIHKA, IU(PPOBbIE MHBECTULINN, TTU(PO-
Bble crapTalibl, Kurait
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Introduction

According to V.L. Kvint, a renowned scholar
of strategy theory and methodology, at the heart
of any strategy is the principle of saving time,
thereby saving a significant amount of resources
and achieving economic efficiency. This princi-
ple seems to be a basic principle for the strategic
analysis of the digital economy of Chinese com-
panies [1].

To what extent the subject has been scientifi-
cally researched, however, is difficult to judge une-
quivocally. On the one hand, it has been directly or
indirectly addressed in many published studies. On
the other hand, it forms part of more general issues
(for example, the China’s digital economy develop-
ment as a whole).

Such works include, for example, research by
A. Garcia-Herrero and J. Xu [2]. The latter note that
the digital sector has become one of the driving
forces of the Chinese economy in the mid-2010s
due to the rapid growth in the added value of its
products. However, the territorial unevenness of
its development significantly limits the potential
of this economic engine and prevents the develop-
ment of a large domestic market.

The collective study by H. Ma and his col-
leagues [3] elaborates strategies to accelerate the
digital transformation of various industries in the
PRC. However, the situation is assessed from the
perspective of the Chinese economy as a whole, so
the authors do not consider specific strategies for
the development of particular companies.

Zh. Longmei, S. Chen, and ]. Daniel note im-
balances in the development of the PRC digital
economy [4]. On average, China lags behind many
industrialized countries in the digitization of the
economy. However, it is ahead of them in the most
industrialized regions and in certain sectors of the
economy (e.g., e-commerce). Digitalization con-
tributes to labor productivity growth in most sec-
tors of the PRC economy. The overall assessment of
China’s digital economy, according to Zh. Longmei,
S. Chen and J. Daniel, depends on the basic con-
cept variant interpretation. In a narrower sense,
the digital economy is limited to the information
and communications technology (ICT) sector; in
a broader sense, it also includes the informatized
segments of the traditional economy. In a narro-
wer sense, the digital sector accounts for 6 % of the
PRC’s GDP, and in a broader sense, it accounts for
up to 30 %, making China the third strongest digi-
tal economy in the world [4].

Y. Huang and J. Khan hypothesize that the
digital sector in the PRC has become the main
growth engine for segments of the traditional
economy after the depletion of demographic re-
sources and the impact of cheap labor [5].

S. Abendin and P. Duan focus on the impact of
Beijing’s official stance on international trade on
the development of e-commerce. China does not
commit to data localization, free flow, and manda-
tory source code sharing, which creates conflicts
with both the U.S. and Japan and the EU, key exter-
nal consumers of goods and services produced by
the PRC digital economy [6].

In summary, the topic addressed in this ar-
ticle has not been sufficiently researched as
a stand-alone topic, although various aspects of
digitization strategies have been addressed. The
high relevance of the topic results both from Chi-
na’s special role in the global economy and from
the transformation of digital technology into one
of the engines of the Chinese economy.

Results and discussion

Recently, China has seen an acceleration of
its digitalization processes, mainly through the
combination of Information and Communication
Technology (ICT) with established and well-known
service sectors such as finance, entertainment, and
e-commerce. The online ecosystem, driven by user
needs, is expected to have positive momentum due
to the presence of an online platform used (or op-
erated) by more than 850 million people.

In China, only 25 % of enterprises are di-
gitally transforming their industrial sector in
mid-2020. Due to high financial costs, more than
55 % of enterprises failed to complete a funda-
mental upgrade of their digital equipment, es-
pecially micro and small enterprises [7]. That is
why China’s policy today is aimed at stimulating
the greater integration processes of ICT with the
production process.

Recovering from the pandemic, China seeks
to find opportunities for further economic deve-
lopment, one way of which is to increase the
digital change pace. In early May 2020, China
launched its Digital Transformation Action Plan
to work with and support small and medium-sized
enterprises. This includes managing data, pro-
cessing large amounts of data, creating and im-
plementing artificial intelligence systems that can
perform complex functions, using distributed da-
tabases, and cloud computing.
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In the context of assessing the PRC’s digi-
tal economy, we can infer the country’s strate-
gic priority in this area: By 2020, online retail
transactions will be worth $1.5 trillion in mon-
etary value, representing a quarter of all retail
transactions in China and more than double the
volume and share of e-commerce in the United
States. Meanwhile, internet ingression in China
remains low by global standards and is approach-
ing 60 %, with 99 % of Chinese consumers using
mobile internet. This is also confirmed by data
from McKinsey’s 2019 report comparing coun-
tries by U.S. digital transaction volume (figure).
Within the corresponding ranking, China ranks
first with $1.5 trillion.

China’s three largest IT companies, collective-
ly called BAT - Baidu, Alibaba and Tencent — can be
directly compared to the dominant industry giants
in the US, such as Facebook, Amazon, Apple, Net-
flix, Google (often using the acronym FAANG) and
others. Baidu specializes in the search business in
the PRC, Tencent focuses on messenger and social
networks, and Alibaba on e-commerce and online

2017-19 CAGR % [ % of total retail value in USD

Russia
$135 Bn $30 Bn
14% | 22% 24% | 5%

United

advertising. All three platforms also have online
streaming platforms.

The analysis of the Companies’ development
strategies shows that the big three are also re-
sponsible for a larger share of acquisitions of IT
companies and startups. Their strategy is to buy
out promising projects in order to earn on them
after investing their own money. Between 2000
and 2020, they bought 14 companies worth more
than $1 billion each. The total amount of trans-
actions exceeded $63 billion each (table). The
leader in acquisitions is Alibaba, which invested
$48.7 billion to acquire 11 enterprises. Tencent
and Baidu — $12.9 billion and $1.9 billion, respec-
tively [8]. At the same time, the investment focus
is specifically on the Chinese market — only two
of the acquired companies were foreign (Lazada
from Singapore and Supercell from Finland). This
strategy shows the great potential of China’s do-
mestic market IT and also the possible difficulties
of attracting foreign capital when market conso-
lidation among the big three is so high, including
in countries allied with China [9].

Canada

$55 Bn
26% | 1%

$90 Bn

Kingdom 22% | 22%
F . Germany ~$1'5 Tn $6°00 B:l
rance 0 15% | 1%
$65 Bn $80 Bn 24% | 25%
1 ey $115 Bn
15% || 10% 5)
@ 5% | 9%
‘ . Brazil
:ggol %10/10 Indonesia $30 Bn
$15 Bn 13% | 4%

36% | 4%

1. Online B2C and C2C market; Forecast for year-end 2019

Argentina .

$7 Bn
21% | 3%

Fig. 1. Volume of digital transactions by country

Source: China digital consumer trends in 2019. McKinsey & Company. September 26, 2019.
URL: https://www.mckinsey.com/~/media/mckinsey/featured%20insights/china/china%20digital%20consumer%20
trends%20in%202019/china-digital-consumer-trends-in-2019.pdf
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Based on user analysis over the past 5 years,
the global market dominance of Baidu, Alibaba
and Tencent has declined slightly. In 2016, Chi-
nese spent 71 % of their cell phone usage time
on apps from BAT, while the internal split by
company meant more than 50 % for Tencent.
By the end of 2019, more than half of Tencent’s
profits were generated by the gaming division. By
January 2021, that share had fallen by almost
30 % to 42 % - Tencent was starting to lose
ground. This is partly due to the widespread use
of products from the young company ByteDance
(owner of TikTok), whose messaging app Toutiao
currently ranks second to the app in question
with 14.5 % usage [10].

In 2016, BAT dominated digital advertising
with 56 % market share and Alibaba and Baidu with
25 % and 22 %, respectively [11]. In the first half
of 2020, the total share of BAT is the same as in
2016, but the situation has changed significantly.
Alibaba increased its share to 29 % (and Tencent
to 12 %), and Baidu’s share fell to 15 % [12]. More
importantly, ByteDance - the second largest player
in the market — grew rapidly from 2 % to 18 % of
digital advertising revenue during the period.

Compared to the Western market for smart-
phone devices and mobile apps, the Chinese infor-
mation economy is largely driven by a fixed num-
ber of apps for general use rather than software
products from specific information companies. The
so-called super-apps, as an example we can take
Alipay by Alibaba or WeChat by Tencent, are essen-
tially a marketplace for other applications within
themselves, similar to Google Play and AppStore
by the American companies Google and Apple, re-
spectively, which contain a large number of small
add-on programs that can be run immediately and
perform certain functions [13].

Launched in 2011 as a messaging system, We-
Chatis identical to the U.S. equivalent of WhatsApp
and currently has more than 1.3 billion monthly
active users, indicating significant strategic poten-
tial. In addition to its core functionality, WeChat
contains 2.6 million mini-programs. To compare
with the AppStore, the latter had a total of 2.3 mil-
lion apps as of January 2020.

Alibaba and Baidu have developed their unique
applications that allow the use of mini-programs
and Alipay payment services. These are owned by
Alibaba’s subsidiary Ant Financial, which has ma-

Table 1
Billion dollar startups acquired 2000-2020 triple BAT e

Company Customer Price, $ billion Industry Country
Cainiao Alibaba 20 Logistics China
Supercell Tencent 10.2 Video games Finland
Ele.me Alibaba 9.5 Food delivery China
Youku Tudou Alibaba 4.8 Video hosting services China
UCBrowser Alibaba 4.7 Web browser China
China Music Corp Tencent 2.7 Music streaming service China
91 Wireless Baidu 1.9 Application Store China
Kaola Alibaba 1.8 Electronic commerce China
AutoNavi Alibaba 1.6 Electronic maps China
Lazada Alibaba 1.5 Electronic commerce Singapore
iKang Healthcare Alibaba 1.4 Medical care China
Alibaba Pictures Alibaba 1.3 Online cinema China
Amap Alibaba 1.1 Electronic maps China
Koubei Alibaba 1.0 Online Ordering Offline Services China

Source: Visualizing Chinese Tech Giants’ Billion-Dollar Acquisitions. CBINSIGHTS. May 28, 2020. URL: https://www.
cbinsights.com/research/bat-billion-dollar-acquisitions-infographic/
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naged to reach the second place by mid-2020 with
647 million monthly users, 401 million of whom
used mini-programs [14]. The financial services re-
gulation is the basis for the realization of the new
unique applications positive aspects. The growing
importance of digital financial services in China is
determined by the weak development of the ban-
king system in the country, where the use of cred-
it cards by citizens is unpopular, so that in 2020
there were only 0.3 cards per capita. For compari-
son, the figure in the United States in the same year
was 2.5 cards [15]. By collecting data on the imple-
mentation of mini-programs in the market as well
as consumer spending, Alipay will be able to gather
much more information on the financial outlook of
both businesses and ordinary citizens, which will
eventually allow the company to leave traditional
banks far behind. MYBank Ant Financial operates on
a “3-1-0” model that allows small and medium-sized
businesses to fill out a loan application within three
minutes, which is then automatically approved with-
in one second. Huabei, which means “just spend” in
Chinese, is beneficial to consumers because it of-
fers interest-free microloans with credit limits star-
ting at $7 . Other credit platforms have limitations
in the form of credit scoring systems (banking sys-
tems that rate customers based on statistical me-
thods), such as Alibaba, Sesame Credit. In Septem-
ber 2020, Ant announced that of the five services
available to citizens, namely payments, wealth man-
agement, microfinance, insurance, and loans, 40 %
of Alipay customers use the full package of services
and 80 % use at least three [16].

In 2020-2021, the digitization of the PRC has
accelerated, mainly through ICT integration with
traditional business in industry and services, espe-
cially in finance, entertainment, and digital com-
merce. The digital economy has increased from
15 % of GDP share in 2007 to more than one-third
by 2019. The International Monetary Fund (IMF)
predicts that the digitization process in the PRC
will continue at a rapid pace, exceeding 50 % of
China’s GDP by 2025. [16].

The large base of 850 million Internet users
enables the existence of a well-functioning online
ecosystem that becomes an increasingly profitable
environment for investment and, as a result, a better
product for users due to the economy of scale [16].

A large number of companies are in the early
stages of modernizing their digital foundations or
have not yet begun to do so, due in part to the high
costs involved and thus the particular difficulties

for micro and small companies. At the legislative
level, the PRC has sought to introduce a package
of measures and specific policies to stimulate the
large-scale effect of digitization seen in the corpo-
rate sector, followed by the deepening of ICT inte-
gration into the production process. According to
a market analysis by consulting firm International
Data Corporation (IDC), by 2024 more than half of
the global IT budget will be spent on the digital in-
novation and transformation process, which is al-
ready being implemented in China. The ratio of this
trend in China is expected to be more than 70 %.

According to Ho Jinjie [17], this can have
a huge impact on all businesses. The head of IDC
China also noted, “If enterprises want to create
more value, they need to prioritize digitalization
in their operating model and create more connec-
tions to help enterprises achieve the goal.” [7]. The
National Development and Reform Commission
(NDRC) in April 2022 launched a series of meas-
ures and subsidies aimed at increasing the growth
rate of digital transformation and related changes
for small and medium enterprises (SMEs) to focus
on cloud services and big data technologies, as well
as measures to support Artificial Intelligence (AI).

According to Lundin [18], the parties are not
only aware of the “political pressure” but also of the
rapid development of ICT and digital technologies
that affect the market and business in this sector.
“This, in turn, could fundamentally change China’s
role in the global digital transformation race as
well as its role in the global world of research and
innovation” [18].

Conclusion

To summarize, digital technology has spread
rapidly around the world. However, the benefits of
their active adoption and subsequent application
are not always evident in the short term. Over-
all, the impact of digital technologies is uneven-
ly distributed across the countries that use them,
and in some cases falls short of expectations. To
maximize the potential of the digital revolution,
nations should shift their activities in favor of
improving the regulatory framework to ensure
innovation and competition, train employees to
meet the demands of the new economy, and hold
institutions accountable. For China, in turn, it is
important to find the right balance between the
regulatory system for the Internet, economic and
social innovation, and the implementation of
world-class standards for the digital economy.
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