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The business of Chinese internet novel: from the view of platform and
user-generated content

Tang Leimengyi and Nozomu Kawabata

In recent years, with the development of Web technologies, the role of platforms in online
services has been growing, while User Generated Content (UGC) has been growing
remarkably. Platforms and UGC have been studied separately in the past. However, UGC
platforms, which combine the characteristics of both, need to be studied independently.
This paper takes Chinese online novels as a case study and tries to elucidate the unique
characteristics of UGC platforms. The results of the analysis reveal the following. First, the
UGC platforms need to secure killer content by increasing the number of creators and
improving the quality for the network externality to work. Therefore, the platformer has to
build a training system to develop the creators from amateurs to professionals. In addition
to setting up financial incentives in the two-sided market of UGC, the platformer must also
satisfy non-commercial needs such as expression, recognition, communication, and
learning. In the UGC platform business, vertically integrated businesses that realize such

transactions are likely to dominate.
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