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Abstract: The popularity of the Internet has greatly changed people's production and lifestyle, and 
forced the adjustment and optimization of traditional industries. Traditional enterprises change their 
development methods and actively invest in the Internet, which is conducive to improving corporate 
market performance and industry efficiency. This article takes China's online car rental industry as 
an example, and based on the relevant theories of industrial economics, taking China's 11 online car 
rental companies as the research object from 2010 to 2016, calculates the industry market 
concentration, market share, industry disparity, and weighted capital return rate. Panel data is 
regressed to analyze the market behavior of the industry. The analysis results show that the effective 
structure hypothesis is established in China's online car rental industry. The industry's market share, 
market concentration, and market performance have insignificant negative correlations, and the 
improvement of industry efficiency is conducive to improving business performance. Related 
results can provide references for some industry transformations in the Internet era. 

1. Introduction 

In the "Internet +" era, the degree of information asymmetry between enterprises and users has 
been greatly reduced, which is conducive to controlling corporate costs. The Internet can take 
advantage of the business that has become a trend, and it can also obliterate those that respond to 
disadvantages (Zhou Zixue, 2014). Car rental belongs to the service industry. As the number of 
Internet users continues to expand, online car rental companies must change their traditional profit 
model to provide customers with more convenient services. 

As of December 31, 2016, there were 18 online car rental companies in China. The total capital 
of the online car rental industry is 58.6 billion yuan. The operating income for the whole year was 
11.464 billion yuan, and the net income was 676 million yuan. Giants such as Divine Car Rental 
have extended the industrial chain through the Internet. Traditional enterprises rely on Internet 
technology and combine their own resources to choose an appropriate business model to achieve 
sustainable development. 

Bain proposed a new SCP analysis paradigm based on the research of Marshall, Chamberlain 
and Clark's competition theory, which can be used to analyze the competitive behavior and market 
efficiency of enterprises. Many scholars at home and abroad have conducted empirical research on 
the industry through the SCP paradigm: Alhassan G. Mumuni (2017) takes the telecommunications 
market as the research object, and the results show that liberalization will lead to changes in the 
incumbent's business behavior and further lead to customer service performance Variety. Yanping 
Wu (2014) concluded that the market structure of the industry is oligopolistic. The leading 
companies China Mobile, China Unicom, and China Telecom are engaged in price wars. Among 
them, China Mobile ’s net profit and MOU are much higher than those of China Telecom. And 
Unicom. Chen Jie (2015) concluded that the market structure of China ’s television industry has 
gradually shifted to a oligopolistic V-type market structure, and strategic actions such as brand 
strategy, program innovation, and adjustment of advertising prices have become the main 
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competitive means for TV channels to obtain ratings, that is, the market share of ratings. Zhan Yi 
(2015) researched China's private car market, and researching the market structure based on SCP 
paradigm showed that the industry is currently in an oligopoly state and the market behavior is 
exaggerated. The degree of price competition is dominant, and there are also certain scale 
economies and policy and regulatory barriers. The industry's industry performance is low and there 
is a lot of room for development. 

In summary, a large number of scholars at home and abroad have used the SCP paradigm to 
study multiple industries, but there are few related studies on the online car rental industry in China, 
and they have not used more data on their market structure, market behavior, and market. 
Performance analysis. The online car rental industry is developing rapidly. From the perspective of 
the industry, this article establishes a regression model to analyze industry data to study the market 
performance level, which can provide decision-making references for the "Internet + " 
transformation of some industries. 

2. Analysis of China's Online Car Rental Industry Based on SCP Paradigm 

2.1. Analysis of the Market Structure of China's Online Car Rental Industry 
Market structure research is the basic part of SCP paradigm research, which is used to analyze 

the current market status; market behavior is generally determined by market structure, that is, 
companies respond to behavior based on market status; market performance is used to measure 
business behavior results. Therefore, market structure is the most basic and important part of SCP 
paradigm research. This article selects the data of China's online car rental industry from 2010 to 
2016, and analyzes the market structure of the industry from the perspective of market 
concentration, market share and business differentiation. 

2.1.1. Analysis of Market Concentration of China's Online Car Rental Industry 
Market concentration reflects market distribution and reflects market structure characteristics 

and industry monopoly levels. 

 

Figure 1. Market Concentration Indicators of Online Car Rental Industry, 2010-2016 
As can be seen from the above figure, the market concentration of China's online car rental 

industry is relatively high. Based on 2016 data, China's online car rental industry has a 
concentration of CR1, CR2, CR4 of 43.8%, 66.2%, and 80.8%. With reference to Bain's 
classification criteria, it belongs to the oligopoly type 2, and its concentration is relatively high. The 
reason is that, on the one hand, the online car rental industry has just emerged, and only a few 
companies have entered the industry. The overall investment in capital, management, and talent is 
still relatively small, and new entrants have not fully understood 

The mode of operation has emerged as a dominant company. On the other hand, due to the 
regional gap in the online car rental industry, different local government policies will lead to 
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different development speeds of enterprises. At the same time, the gap in the convenience of online 
payment between cities has also become an important factor affecting the development of online car 
rental companies. China's online car rental industry is in the development stage. The competition is 
fierce but the competition is limited. It is mainly through price wars to gain a larger market share. 

2.1.2. Market Share Analysis of China's Online Car Rental Industry 
Market share refers to the proportion of a specific enterprise in the entire industry, reflecting the 

market position of the enterprise in the industry system, the market environment it faces, and the 
degree of market competition in the industry. The greater the proportion of individual companies in 
the total, the higher the degree of industry monopoly and the weaker the market competition. The 
market share is expressed by the formula: 

𝑀𝑀𝑀𝑀𝑛𝑛 = 𝑋𝑋𝑛𝑛/∑ 𝑋𝑋𝑚𝑚
𝑛𝑛=1 𝑛𝑛                            (1) 

MSn represents the market share of the nth company in the industry; Xn represents the operating 
income of the nth company; m is the number of companies in the industry. This article uses the 
company's operating income share to measure the market share of the online car rental industry. 

 

Figure 1. 2010-2016 Enterprise Market Share Index 
As can be seen from the above figure, listed companies dominate the market share of China's 

online car rental industry. In 2016, two leading companies, Shenzhou Car Rental and Yihe Car 
Rental, had a market share of more than 60% and a high degree of monopoly. The market share of 
leading companies in the online car rental industry in China has generally shown a downward trend, 
but the market share has been seized by leading companies in 16 years. The competition in the 
online car rental industry in China has become increasingly fierce, and it will become even more 
important to seize market share. More companies will join the competition in the industry, and the 
online car rental industry will enter a high-speed development stage. 

2.1.3. Analysis of Business Differences in China’s Online Car Rental Industry 
Industrial differentiation is used to explain the differences between similar products. Industrial 

differentiation can be divided into two types: (1) objective existence, which is the exact difference 
between the products, and the difference can be expressed by price. (2) Subjective product 
differentiation refers to the fact that the product does not really exist, because the producer 
influences the consumer's own perception and changes the status of the product in the mind of the 
consumer. The product differentiation among China's online car rental companies is relatively low. 
The business rental differentiation of the online car rental industry is analyzed through two aspects 
of the difference between the car rental business itself and the quality of the vehicle. 
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Figure 2. Industry Product Proportion Chart 
The data above shows that bicycle rental is still the primary business of China's online car 

industry, while other businesses are relatively small, and the long-term fleet rental business between 
online car rental companies and car companies has not yet taken shape. The reason for this is that 
on the one hand, China's online car rental industry is still in the development stage, and the attention 
and understanding of listing is not high; on the other hand, many cities in China are difficult to 
achieve large-scale vehicles due to the restrictions on licensing. lease. This has caused the current 
situation in the online car rental industry where bicycle rental is still the main business. However, 
the development and listing of new energy vehicles has made cars no longer subject to license 
restrictions, which can alleviate the problem of fleet numbers. In the next few years, the fleet 
leasing business is expected to greatly develop. In addition, compared with other online car rental 
companies, China Special Cars pays more attention to the design of product differentiation and 
establishes its own brand. However, in general, online car rental companies are too weak to 
innovate, the products and services they provide are highly homogeneous, and they lack the means 
of competition to gain an advantage in a competitive market. 

2.2. Market Behavior Analysis of China's Online Car Rental Industry 
Market behavior can be divided into three types: price behavior that affects market structure by 

controlling prices, non-price behavior by establishing brand effects, and corporate organization 
adjustment behavior (generally corporate property rights changes). The price competition behaviors 
of online car rental companies mainly include controlling discriminatory pricing behavior with 
small price fluctuations and predatory pricing behavior with large price fluctuations. 

 

Figure 3. Daily rental of bicycles in the online car rental industry, 2010-2016 
Predatory pricing by online car rental companies occurs most often at daily rents. Because the 

number of daily car hires will increase as prices fall, and companies with strong capital tend to have 
more idle cars. Lowering prices can increase vehicle utilization and gain a larger market share with 
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less loss of profits. rate. For example, in Shenzhou Car Rental, the daily rental of bicycles in the 
first half of 2017 was 234 yuan lower than that of 307 yuan in 2015, a sharp drop of 73 yuan, and 
the vehicle utilization rate increased from 54.9% to 68.5%, which greatly increased market share 
and severely hit competitors. After driving competitors out of the industry, new competitors have a 
lower probability of entering the market and have a longer cycle. Online car rental companies that 
dominate the market structure will enjoy a certain period of monopoly income for a longer period of 
time. 

2.3. Market Performance Analysis of China's Online Car Rental Industry 
This article will use the weighted return on capital to measure the market performance level of 

the industry. 
Table 1. Related Indicators of China's Online Car Rental Industry, 2010-2016 

Year Total Asset Net Asset  Net Profit Weighted ROE 
2010 30.6 5.3 0.57 10.75% 
2011 90.2 10.3 -1.45 -14.08% 
2012 288 35.5 4.95 13.94% 
2013 343 36.6 4.33 11.83% 
2014 425 43.4 7.1 16.36% 
2015 502 44.3 7.21 16.28% 
2016 586 51.7 6.76 13.08% 

From the perspective of total assets, the scale of China's online car rental industry has been 
increasing year by year. The industry is in the development stage and has not yet reached the 
optimal scale. From the perspective of net profit, except for the loss in 2011 due to lack of 
understanding of the industry in the middle of 2010-2015, the rest are increasing year by year. In 
2016, net profit declined, indicating that competition in the industry has begun to increase. The 
online car rental industry has not yet achieved the optimal allocation of resources. The main reason 
is that there are a small number of companies in the industry and a single mode of competition. The 
market share can only be obtained through price competition. The ability to innovate is low, and 
there is no differentiation between industries. 

3. Empirical Analysis of the Structure, Behavior and Performance of China's Online Car 
Rental Industry 

3.1. Variable Selection and Description 
By studying the relationship between market structure, market behavior, and market performance 

within the framework of the SCP paradigm, four hypotheses have been produced in industrial 
economic theory: pure conspiracy hypothesis, effective structure hypothesis, modified effective 
structure hypothesis, and mixed conspiracy— —Effective structural hypothesis. They all use the 
same thing to analyze whether market concentration, corporate efficiency, and corporate market 
share have an impact on market performance. The analysis is performed by establishing a 
regression model, and the specific model is constructed as follows: 

𝑅𝑅𝑅𝑅𝑅𝑅 = 𝑎𝑎0 + 𝑎𝑎1𝐶𝐶𝑅𝑅 + 𝑎𝑎2𝑀𝑀𝑀𝑀 + 𝑎𝑎3𝑅𝑅𝐸𝐸 + 𝑎𝑎4𝐷𝐷𝐷𝐷 + 𝜀𝜀            (2) 

ROE is the performance index of the online car rental industry; CR is the market concentration 
index of the online car rental industry; MS is the market share index of the online car rental industry; 
EF is the efficiency index of the online car rental industry; DH is the daily rent of bicycles in the 
online car rental industry; ε is the random error term; an (n ≠ 0) is the estimation coefficient; a0 is 
the intercept term. 

3.2. Data Selection and Processing 
The top 11 online car rental companies are selected as model samples, including two listed 

companies: Shenzhou Car Rental and Yihe Car Rental. Using Eviews8.0 software and Foxtable to 
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perform OLS regression analysis on related data from 2010 to 2016. The data used in this article 
comes from Wind consulting financial terminal, Choice financial terminal, iFinD financial terminal, 
EasyView.com, iResearch.com, National Bureau of Statistics, National Enterprise Credit 
Information System, Finance and Economics, online car rental company audit reports and annual 
reports, Chinese industry Information Network. The results are as follows: 

Table 2. OLS regression results 

Variable Coefficient Prob. 

C 0.107288 

0.328785 

-0.063118 

7.568976 

-0.012251 

0.4729 

0.5268 

0.5501 

0.0014 

0.0216 

CR 

MS 

EF 

DH 

Adjusted R-squared 0.995363 

F-statistic 280.5397 

D.W 2.242489 

R2 is infinitely close to 1, and the F statistic is very high, indicating that the model is valid as a 
whole. The DW value is between 1.8-2.3, indicating that the residual sequences are not correlated. 
The EF and DH values in the Prob corresponding to the t test were less than 0.05, and passed the 
significance test. However, the t-tests of the explanatory variables CR and MS correspond to Prob 
greater than 0.05, and it is concluded that CR and MS are not significant. 

3.3. Analysis of OLS Regression Results 
First, there is no significant correlation between market concentration and market performance in 

China's online car rental industry, which indicates that China's online car rental industry has not yet 
reached economies of scale. Blindly increasing market concentration has no significant impact on 
market performance. Time market behavior can achieve economies of scale. 

Second, there is no significant correlation between market share and market performance. A 
single online car rental company can increase brand effectiveness and market share by increasing 
capital investment, but this is not conducive to improving the overall performance of the industry. 
Leading enterprises should focus on increasing the profitability of existing markets, consolidating 
and strengthening their own competitive advantages, and promoting the sustainable development of 
the industry. 

Third, the efficiency of China's online car rental companies has a significant positive correlation 
with the market performance level of the industry. This shows that in the fierce competition of the 
online car rental market, high-efficiency companies can surpass most peers and get more profits. 
This is in line with the view of the Chicago school of thought: efficient enterprises in a competitive 
environment can improve market performance regardless of other factors. 

Fourth, there is a significant negative correlation between the daily rent of online car rentals and 
market performance. It shows that predatory bidding behavior is not conducive to improving the 
market performance of the industry. Leading companies often sacrifice corporate profits in the early 
stage to seize market share by sharply reducing prices. After excluding competitors, sharply 
increasing prices will harm consumer welfare. 

Fifth, China's online car rental industry satisfies the valid structure hypothesis in the sample 
time. 

4. Summary and Inspiration 
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In this paper, based on the SCP analysis framework, a regression analysis is performed, and it is 
concluded that the effective structure hypothesis applies to the online car rental industry in China 
during the sample period. However, this paper also has certain limitations. The sample size is small, 
and only the data of 11 companies from 2020 to 2016 were collected. In addition, China's online car 
rental industry is still in a competitive state. Leading companies are taking advantage of capital to 
seize market share, and the market structure is still changing. When the industry achieves stable 
development, whether market share and concentration indicators will have an impact on market 
performance remains to be further studied. 

China's online car rental industry should not blindly increase market concentration, which does 
not have a significant impact on market performance. In order to reduce the degree of industry 
monopoly, the state should provide policy support to newly-enterprise companies, rationally 
optimize the allocation of resources within the industry, reduce the degree of monopoly, and achieve 
economies of scale. 

Increasing market share will not improve the market performance of the industry, and it will 
even play an insignificant adverse effect. Leading companies have invested a lot of money to 
increase their market share. On the surface, the company's operating income has increased, but the 
company's profit margin has decreased. A large number of small and medium-sized enterprises are 
forced to withdraw from the market due to price wars, leading companies will reduce the degree of 
preferential treatment for consumers, and consumers' interests will also be harmed. The government 
should launch relevant policies to effectively curb the predatory bidding behavior of leading 
enterprises, protect SMEs from being forced out of the industry in the low-price tide, and encourage 
innovative companies to gain market share through differentiated products and services and 
improve market performance. 

Enterprise efficiency is a significant factor in improving market performance and has a 
significant effect on the development of China's online car rental industry. Enterprises in the 
industry should pay more attention to improving their own efficiency, formulate a reasonable 
development model, make better use of the company's own circulating assets, accelerate the 
company's operation, and improve industry performance. 
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