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ABSTRACT
This chapter delves into the potential and threats facing the digital sector in 
China, as well as the country’s ongoing digital transformation and business 
evolution. Focusing on e-commerce, FinTech, AI, and the Metaverse, it analyzes 
the government’s involvement in supporting the digital landscape and the ways 
in which businesses have benefited from digital trends. This chapter looks 
at potential barriers to the widespread use of digital technology, including 
those associated with cybersecurity, data privacy, digital literacy, and the 
digital divide. It offers a scathing evaluation of the Chinese government’s 
digital policies, sparking discussions about privacy and competitiveness in the 
Chinese market. Future digital trends are predicted, along with their possible 
effects on Chinese enterprises and the opportunities for those organizations 
to leverage digital technology to ensure long-term viability and superior 
customer service.
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Digital Transformation and Business Evolution in China

INTRODUCTION

China, the world’s most populous nation and the second-largest economy, 
has experienced an unprecedented transformation in the realm of digital 
technology over the past few decades (Cheng & Li, 2023). Historically 
rooted in its rich traditions and spurred by economic reforms in the late 20th 
century, China embarked on a journey that positioned it at the forefront of 
technological innovation (Hao, 2023). The nation’s unique fusion of ancient 
culture with a keen focus on the future has enabled it to harness the potential 
of digital advancements, with technology giants like Alibaba, Tencent, and 
Baidu illustrating its rapid ascent in the global digital landscape (Evron & 
Bitzinger, 2023; Hu, 2023).

The historical context of China’s digital transformation is a remarkable 
journey that spans several decades, marked by significant milestones and 
transformative events. It is a narrative that begins with the gradual introduction 
of digital technologies and culminates in the country’s emergence as a global 
digital powerhouse. China’s digital transformation can be traced back to 
the late 20th century when economic reforms initiated by Deng Xiaoping 
opened the doors to foreign investments and technology transfers (Jia-Zheng 
& Broggi, 2023). The early 1980s witnessed the establishment of China’s 
first Special Economic Zones, such as Shenzhen, which became hubs for 
technological innovation (Cheng, Chen, & Tang, 2023). These zones served 
as fertile grounds for experimenting with digital technologies and fostering 
an entrepreneurial spirit.

One of the pivotal milestones in China’s digital evolution was the launch of 
the “863 Program” in the 1980s (He & Zhnag, 2021). This national initiative 
aimed to advance high-tech industries and laid the groundwork for research 
and development in areas like telecommunications, information technology, 
and semiconductors. It provided the impetus for indigenous technological 
innovation, setting the stage for the digital revolution that followed. The 
1990s saw the proliferation of personal computers and the internet in China 
(Reardon et al., 2021). The government recognized the potential of these 
technologies for economic growth and gradually liberalized access to the 
internet. The result was a surge in online activities and the emergence of 
homegrown tech giants like Tencent, Alibaba, and Baidu, which would later 
shape China’s digital landscape (Yeo, 2022).

The early 2000s witnessed the rapid expansion of mobile telecommunications 
and the advent of 3G technology (Kalem et al., 2021). This development was a 
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