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Digital Involution: The Restructuring and Challenges of Traditional Industrial Chains

in the Process of Digital Transformation

Fu Wei' Jiang Anli’
(1. Institute of Sociology, Chinese Academy of Social Sciences, Beijing 100732, P.R.China;
2. Institute of Advanced Studies in Humanities and Social Sciences, Beijing Normal University,
Zhuhai 519000, P.R.China)

Abstract: The ongoing shift of traditional manufacturing enterprises in China toward e-commerce
platforms marks a significant transformation, not only in terms of sales channels but also as a deeper

institutional integration between established production actors and emerging digital market players.
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This shift, driven by the accelerating digitalization of industries, signals a broader restructuring of
China’s manufacturing landscape. Historically, the digital economy has served as a catalytic engine
for high-quality development in manufacturing, with the formation of characteristic industrial clusters
fundamentally representing the institutional embodiment of the deep integration between digital
technologies and China’ s socioeconomic context. The transformation process of e-commerce of
traditional manufacturing enterprises has fundamentally changed industrial interests and power
relations.

While platform economies offer several notable advantages, such as reducing transaction costs,
increasing market reach, and enhancing consumer experience through personalized services, they
have also introduced new forms of inequality. E-commerce platforms, leveraging technological and
financial superiority, have gained control over critical resources such as data and consumer traffic,
thereby establishing a structural advantage over traditional producers. As a result, many
manufacturing enterprises have found themselves in a position of relative disempowerment, with
significant negative implications for China’ s conventional industrial chains and local production
clusters.

The dominance of these platforms is reinforced through sophisticated pricing mechanisms such
as cross-platform price comparisons and automated price matching systems, which effectively
centralize price control. In addition, consumer-oriented rules like “refund without return” policies
and unilateral dispute arbitration practices place further pressure on producers. These mechanisms
not only compel manufacturers to compromise their pricing autonomy but also exacerbate the
phenomenon of industrial involution, where businesses are driven into an endless race towards much
cheaper price resulting in reducing the service quality. As platform economies grow increasingly
dominant, they weaken the bargaining power of traditional producers, forcing them into a precarious
position of compliance or exclusion.

Due to weak organizational capacity, a growing structural dependence on digital sales channels,
and insufficient regulatory oversight, many producers are being drawn into platform-driven price
wars. The result is a systemic reduction in profit margins, heightened competition, and intensified
survival pressures. The paper argues that, in the absence of normative algorithmic governance and
transparent rule-making, these forces have the potential to trigger a broader phenomenon of “digital

»

involution, ” a state in which the entire industrial value chain suffers from systemic ecological
degradation.

To mitigate these risks, the study advocates for the construction of a pluralistic and value-
sharing governance framework for the digital economy. Such a framework must regulate platform
algorithms and rule-setting practices, rebalance power among stakeholders, and promote the
sustainable and high-quality development of digital-industrial ecosystems.

Keywords: Traditional industries; Digital economy; E-commerce platform; Involution; New quality

productive forces
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