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*7 # 3 A TS0 4% B B R X R BRI
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Cross—Platform Competition and Market Segmentation in China’s Online
Market——Evidence Based on Platform Prices and Price Dispersion
SUN Zhen', LIU Jian—ping®, LIU Tao-xiong'

(1. School of Social Sciences, Tsinghua University, Beijing 100084, China;

2. E Fund Management Co., L, Beijing 100033, China)

Abstract: Using a dataset from Tsinghua University’s iCPI project, we investigate platform competition and
market segmentation in China’s online market. Using price dispersion as a measurement of market integration and
segregation, we find a significant positive relation between price dispersion and the number of platforms. We further
investigate the movements of price and price dispersion before and after the change in number of platforms, and
find that consumers do not switch to new platforms after a new platform enters the market, and the existing
platforms do not substantially change their prices responding to the new competitors. These findings are consistent
with platforms segmenting the market when they compete for consumers. Therefore, in China, platform competition
does not lead to market integration, but instead further market segmentation. Furthermore, using the ranking of
prices across platforms, we find the relative ranking switches within a 2-month observational period for over half of
the products, suggesting that platform services are not the major factors in contributing to the price dispersion.
Lastly, we find that the relation between price dispersion and platform competition turns out to be stronger during
weekends, when search cost is considerably lower and competition is more intense, ruling out convolution of the
findings due to search cost. The findings provide some new empirical evidence regarding the cross —platform
competition and platform market segmentation, and have implications on government’s anti —trust policies and
regulation of platforms.
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