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Traffic Oriented or Innovation Oriented? An Analysis of Enterprise Competition

Strategy and Welfare under the Platform Economy Scenario
Xu Heng and Zhang Guodong

(Business School, China University of Political Science and Law)
Abstract; The rapid development of the platform economy has promoted enterprises to use data
traffic more actively to improve the dissemination range of their commodity information among
consumer groups, thus changing the competitive selection strategy of enterprises in the platform
economic market. By constructing a theoretical model, this paper analyzes the decision —making
mechanism of enterprises between the two competitive strategies of traffic investment, and product
innovation investment and the impact on consumer welfare in the scenario where consumers have
different preferences for commodity information traffic. The study found that when the cost of
product innovation increases, the benefits brought by the consumers attracted by enterprise
investment product innovation are difficult to compensate for the corresponding costs, which
weakens the motivation of enterprises to carry out product innovation, causing enterprises to focus
on attracting consumers with traffic investment. In addition, the innovation investment of
enterprises can bring higher welfare to consumers, but when the cost of product innovation is
relatively high, it will lead to a decrease in consumer welfare in a balanced state because the
enterprise is not motivated to carry out product innovation. Based on the results of theoretical
research, we put forward three countermeasures to reduce the threshold of enterprise innovation,
improve the degree of platform market competition, and strengthen the scale of commodity
information circulation. Through structural optimization on both sides of supply and demand, we
can stimulate the synergy of product innovation and traffic investment and achieve the goal of
improving consumer welfare.
Keywords: Traffic Investment, Product Innovation, Network Effect
JEL Classification; C70, D61, 031

(FriE% 4. 5 R)

100



