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Deterrent Governance in the Regulation of Internet Platform Economy .

Introduced Logic, Realization Mechanism and Safeguard Measures
JING Wen-jun' ,LIU Hang’,JU Yan'"
(1. School of Economics,Shanxi University of Finance and Economics,Shanxi, Taiyuan,030006, China;
2. China Center for Internet Economy Research, Central University of Finance and Economics, Beijing, 100086 , China;
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Abstract: In the digital economy era,the platform economy has begun to play an important role in improving the efficiency
of supply and demand matching, promoting industrial upgrading,and expanding the consumer market. But on the other hand,
as the platform economy gradually matures, some social problems are gradually exposed,such as repeated prohibitions on
online counterfeiting, users’ personal safety violations, and frequent unfair competition among enterprises. The above
phenomenon of the platform market calls for innovation in governance methods. In view of this, this article innovatively
introduces the idea of deterrence into platform market governance, and proposes a “ deterrent governance” approach to
standardize internet platform enterprise behavior.

First of all,this article points out that although the platform market has formed a high degree of concentration, it is
different from traditional monopoly in operation, and its influence on social welfare and market efficiency is not clear. By
extracting the law of chaos in the platform market, this paper believes that the lack of platform governance lies in the
supervision and regulation of enterprise behavior. For platform enterprises’ various types of behaviors that affect market
operations and infringe consumer interests with limited costs, this article defines them as negative externalities behaviors, and
then points out that the governance of the platform market is to prevent platform enterprises’ negative externalities behavior
under the opportunism. This article introduces the concept of “deterrent governance”. From the perspective of mechanism
design , the core of the governance method is to form prior constraints on the company’s negative externalities behaviors, so as
to achieve such a governance effect:in terms of the overall market operation of the platform economy, for the purpose of
enhancing competitiveness and fostering innovation,a more inclusive and prudent attitude is adopted to ensure its positive
effect on market efficiency; in terms of the micro-subjects in the market, the negative externality behavior must be ahead
and strictly constrained.

Secondly, drawing on the idea of brinkmanship, designing a game model between platform enterprise and users,
clarifying the realization mechanism of deterrence governance,the key is to clarify how to make deterrence in deterrence
governance credible. The model results show that: (1) as the number of users churn increases, the credibility of deterrence
will continue to rise after a brief decline; (2) the credibility of deterrence will decrease as the scale of platform enterprise
users increases; (3) The greater the difference in user scale of enterprises in the platform market,the smaller the impact of
user scale on the credibility of deterrence. The above theoretical analysis shows that deterrence governance can be realized
by the flow of users,but it also points out that the realization of this governance method cannot completely rely on market
mechanisms. Therefore , the realization of deterrence governance requires government intervention and the establishment of
corresponding safeguards. Model derivation and simulation of calculation examples show that user scale and its changes are
the key to the feasibility of this governance method, and deterrence governance is suitable for the market structure of the
platform market with high concentration, which can ensure the efficiency of the high market concentration of the platform
market. At the same time,restrict negative externalities in the platform market.

Finally, this article puts forward the safeguard measures of deterrence governance,and believes that the realization of
this governance method is based on the multi-homing of users, and the specific path is to stimulate the Reverse Matthew
Effect through the loss of users. The key step is to strengthen the enterprise’s fear of user loss and reverse Matthew effect
through information disclosure. At the same time, this paper proposes a new platform governance system-a hierarchical
governance system. At the same time, this paper proposes a new platform governance system-a hierarchical governance
system. The system separates the market from the enterprise. The market layer focuses on the market operation process and
is a place where the platform economy plays an active role. Generally, it can adopt an inclusive attitude and create a
relatively loose environment suitable for the development of innovative industries. In the specific governance process, the
government needs to pay attention to supervision during the event and punishment after the event. In contrast,the governance
object of the enterprise layer is the behavior of platform enterprises. The problems that platform enterprises produce in
practice are diverse and complex, difficult to predict and cause great damage. Therefore, the behavioral governance of
platform companies should be relatively cautious. The corresponding measure is the deterrent governance that proposed in
this article
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