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Abstract 

This study analyzes Shopee's innovation strategy through a cross-disciplinary lens, examining the 

platform's growth trajectory within Sea Limited's ecosystem amid mounting structural and regulatory 

pressures. Shopee operates at the intersection of mobile commerce, digital logistics, financial services, 

and social commerce, making it a rich case for multi-theoretical analysis. The research integrates 

classical innovation theories—Schumpeterian creative destruction and Rogers' Diffusion of 

Innovations—with contemporary frameworks including disruptive innovation (Christensen), platform 

economics and multi-sided markets (Rochet & Tirole; Evans), dynamic capabilities (Teece), open 

innovation (Chesbrough), and sociotechnical systems with responsible innovation principles. Triple 

Helix and Penta Helix frameworks are applied to map Shopee's multi-actor stakeholder ecosystem. 

Critical Management Studies (CMS) perspectives are employed to interrogate power asymmetries, labor 

precarity, algorithmic governance, and ecological externalities embedded in Shopee's platform model. 

Findings reveal that while Shopee's competitive position rests on mobile-first user experience, 

shoppertainment, in-house logistics (SPX), and data-driven monetization, sustaining this position 

ethically and commercially requires enhanced algorithmic transparency, stronger MSME 

empowerment, hybrid logistics optimization, ethical AI governance, labor welfare programs, and 

standardized social and environmental impact reporting. Strategic recommendations are offered to 

support Shopee's transition from a subsidy-driven growth model to a sustainable, accountable platform 

ecosystem. 

Keywords: Platform Innovation, Sustainable Governance, E-Commerce, Shoppertainment, Critical 

Management Studies, Helix Framework, Digital Logistics. 

INTRODUCTION 

Shopee, as one of Southeast Asia's leading e-commerce platforms and a core entity within Sea 

Limited, has experienced extraordinary growth since its launch. As part of the Sea Group, Shopee has 

become one of the primary drivers of revenue and digital ecosystem expansion for the group as a whole. 

Yet behind its rapid expansion and market dominance, Shopee confronts a series of significant strategic 

and structural challenges that demand cross-disciplinary examination. 

First, Shopee's business model is heavily dependent on aggressive subsidy and promotional 

strategies. The platform offers coupons, free shipping, and large incentives to attract consumers and 

sellers, resulting in high operating costs and significant pressure on profitability. Although Sea Limited 

has begun demonstrating margin improvement and efficiency on a quarter-to-quarter basis (Business 

Wire, 2025), the initial reliance on cash burn creates long-term vulnerability if monetization strategies 

are not appropriately adjusted. 

Second, Shopee operates within an increasingly complex regulatory ecosystem. Competition 

authorities in several countries, including Indonesia, have launched investigations into Shopee's 

practices. In 2024, Indonesia's Business Competition Supervisory Commission examined Shopee's unit 

for alleged violations of competition rules in shipping mechanisms and product ranking (Reuters, 2024). 

This case creates not only legal risk but also reputational risk, requiring Shopee to integrate regulatory 

compliance as a core component of its innovation and operational strategy. 

Third, Shopee's operations are shaped by logistics challenges distinctive to Southeast Asia: 

fragmented geography, disparate infrastructure across regions, and the complexity of last-mile delivery. 
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To address these issues, Shopee has strengthened its internal logistics capabilities through Shopee 

Xpress (SPX), investment in fulfilment centers, and partnerships with local logistics providers. The push 

to increase the proportion of orders fulfilled by SPX is part of a strategy to control the quality of the 

delivery experience, with direct implications for capital requirements, operating costs, and relationships 

with independent courier partners (Lopez, 2024). 

Fourth, social dimensions have emerged as challenges that cannot be overlooked. The dependence 

of small merchants on Shopee's ranking algorithm raises fairness concerns: merchants with less capacity 

to invest in advertising may struggle to compete for visibility. Additionally, logistics workers and 

couriers face conditions characterized by high delivery targets and often minimal social protection. 

Public criticism regarding courier welfare and environmental impact arising from high delivery volumes 

and single-use packaging requires Shopee to internalize social responsibility within its innovation 

strategy (Sea Limited, 2023). 

The organizational context of Shopee is thus characterized by tensions between massive growth 

and regulatory pressure, between operational control and cost efficiency, and between platform interests 

and the welfare of socio-economic stakeholders. A cross-disciplinary analysis is necessary to explore 

how Shopee innovates while accounting for all of these variables. 

 

LITERATURE REVIEW 

2.1 Classical Innovation Theory: Creative Destruction and Diffusion 

Schumpeter's theory of creative destruction is highly relevant to understanding Shopee's 

trajectory. Through its technological innovations, Shopee has replaced or transformed the structure of 

traditional retail commerce by offering mobile-first solutions, multi-actor platforms, and economies of 

scale. The Schumpeterian concept explains how Shopee acts as an agent of disruption, displacing 

established players with a more dynamic and adaptive business model. Complementing this, Rogers' 

Diffusion of Innovations theory explains how Shopee introduces new features—live commerce, 

gamification, digital payment—and disseminates them to users and sellers. Adoption depends on 

innovation characteristics such as relative advantage, compatibility with user lifestyles, complexity, 

trialability, and observability of benefits. Shopee's strategy of providing coupons, promotional events, 

and interactive features accelerates the adoption curve among early and mainstream users. 

2.2 Disruptive Innovation and Platform Economics 

From the perspective of disruptive innovation (Christensen), Shopee initially targeted 

underserved user segments—particularly mobile users seeking easy access to online shopping, instant 

payment, and entertainment experiences (shoppertainment). This approach allowed it to accumulate a 

large user base before gradually expanding its revenue model. In the realm of contemporary theory, 

platform economics and multi-sided markets (Rochet & Tirole; Evans) are essential analytical tools. 

Shopee operates as a platform connecting sellers, buyers, logistics providers, and financial service 

providers. To sustain and grow its ecosystem, Shopee must balance incentives across user sides—

subsidies and coupons for consumers, advertising costs and take-rates for sellers—while determining 

monetization strategies that preserve positive network effects without degrading user experience. 

2.3 Dynamic Capabilities and Open Innovation 

The theory of dynamic capabilities (Teece) is highly applicable to Shopee's context. Shopee's 

ability to build, integrate, and reallocate resources—including technology, logistics teams, and data 

analytics—enables the company to adapt its business model as market conditions shift, for example 

when transitioning from rapid growth to efficiency and profitability. Open innovation theory 

(Chesbrough) provides a framework for Shopee's external collaborations with fintech partners, local 

logistics providers, and research institutions. Rather than developing all solutions internally, Shopee 

leverages an external ecosystem to accelerate innovation and expand capabilities without bearing the 

full burden of investment, enabling faster access to technology, talent, and infrastructure. 

2.4 Sociotechnical Systems and Responsible Innovation 
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Theories of sociotechnical systems and responsible innovation emphasize that platform 

innovation is not solely a matter of technical and economic efficiency, but also concerns social impact, 

data ethics, and governance. Shopee's innovations involving AI, user data, and ranking mechanisms 

must be accompanied by ethical policies and accountability measures to prevent social dysfunction such 

as inter-merchant inequity, privacy violations, or labor exploitation. Combining these frameworks 

enables cross-disciplinary analysis: classical theory explains disruptive motivations and diffusion 

patterns, while contemporary theory maps platform mechanics, organizational capabilities, and the need 

for ethical governance (Reuters, 2024). 

2.5 Helix Frameworks: Triple Helix and Penta Helix 

The Triple Helix model conceptualizes innovation as the product of sustained interaction among 

industry, university, and government. Shopee, as the industry actor, connects sellers, buyers, logistics, 

and fintech within a collaborative ecosystem. The Penta Helix extends this by incorporating civil society 

(MSMEs, user communities) and media/public communities as additional innovation actors. These 

actors participate actively in the Shopee ecosystem as users, product providers, and labor, while also 

exercising oversight, critique, and advocacy functions that influence regulatory pressure and platform 

reputation. 

2.6 Critical Management Studies 

Critical Management Studies (CMS) positions organizations as arenas of power, ideology, and 

complex social relations. CMS interrogates the foundational assumptions of mainstream management—

efficiency, productivity, innovation, growth—by asking who benefits, who bears costs, and how 

business practices affect social structures, labor, and ecology. Applied to platform companies, CMS 

directs attention to algorithmic power asymmetries, labor precarity within gig economy models, the 

ethics of gamified consumption, antitrust dimensions of interface design, and ecological externalities of 

large-scale logistics operations. 

METHODS 

This study employs a qualitative case study methodology informed by systematic literature 

review and document analysis. Shopee / Sea Limited is selected as the primary case due to its status as 

Southeast Asia's dominant e-commerce platform and the richness of available documentation across 

corporate communications, regulatory proceedings, journalistic coverage, and academic literature. Data 

sources include Sea Limited financial reports and investor presentations, sustainability and social impact 

reports, regulatory investigation reports from Indonesian competition authorities, industry analyses from 

Tech in Asia, Reuters, and AP News, peer-reviewed academic articles on shoppertainment and platform 

economics published between 2020 and 2025, and corporate press releases. 

Theoretical triangulation is employed by applying multiple innovation frameworks—

Schumpeterian theory, Rogers' diffusion, disruptive innovation, platform economics, dynamic 

capabilities, open innovation, sociotechnical systems theory, Triple and Penta Helix models, and CMS—

to the same empirical case. This multi-framework approach enables a more comprehensive and balanced 

analysis than any single theoretical lens would allow. Data analysis proceeds through thematic mapping 

of documentary evidence against the theoretical frameworks, followed by synthesis into evidence-based 

strategic recommendations. The study period covers Shopee's operations from its founding through 

2025, with primary analytical focus on the post-growth phase during which regulatory pressure, 

profitability demands, and sustainability concerns have become most prominent. 

RESULTS AND DISCUSSION  

4.1 Organizational Context and Strategic Challenges 

Shopee's organizational context is defined by four intersecting structural challenges. The first is 

profitability pressure arising from its subsidy-intensive growth model: high operating costs associated 

with coupons, free shipping, and merchant incentives have weighed heavily on margins, even as Sea 
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Limited has begun demonstrating quarterly improvement (Business Wire, 2025). The second is a 

complex regulatory environment: Indonesia's Business Competition Supervisory Commission's 2024 

investigation into Shopee's shipping and product ranking mechanisms (Reuters, 2024) illustrates how 

platform design choices carry antitrust implications that require proactive governance. The third is 

logistics fragmentation: Southeast Asia's geographic dispersal and infrastructure disparities make last-

mile delivery costly and operationally complex, driving Shopee's investment in Shopee Xpress (SPX) 

and fulfilment centers while simultaneously raising capital requirements (Lopez, 2024). The fourth is 

social legitimacy: public criticism of courier working conditions, algorithmic visibility inequities for 

small merchants, and environmental impact from packaging and delivery volume place social 

responsibility at the center of Shopee's strategic agenda (Sea Limited, 2023). 

4.2 Innovation Strategy Analysis 

Shopee's innovation strategy operates across four interconnected domains. In the product and 

user experience domain, Shopee distinguishes itself through a mobile-first approach, gamification, live 

streaming (Shopee Live), interactive coupons, and personalized recommendations. These features 

transform the shopping experience into an entertainment event—shoppertainment—that extends user 

session duration, increases transaction frequency, and drives social involvement beyond purely 

utilitarian consumption. Empirical research confirms that shoppertainment features significantly 

enhance engagement among younger user cohorts (Montera & Aulia, 2024). The localization of user 

experience across markets with different behavioral preferences further supports adoption in culturally 

diverse contexts. 

In the operations and logistics domain, Shopee's development of SPX represents a strategic 

move toward controlling delivery quality, lead time, and reliability. Building fulfillment centers and 

integrating local courier networks for last-mile delivery provides greater oversight of the customer 

experience but demands significant capital investment and operational discipline. The strategy is a direct 

response to Southeast Asia's geographic fragmentation; success requires sophisticated route 

optimization, inventory management, and pooling of deliveries to maintain profitability as scale 

increases (Lopez, 2024). 

In the monetization and business model domain, Shopee has undergone a strategic 

transformation. Early-stage market acquisition through heavy subsidization has given way to revenue 

diversification through advertising (Shopee Ads), premium merchant features, and financial services 

including ShopeePay and micro-credit. This shift reflects a transition from pure volume strategy to value 

strategy, where revenue is generated not only from transactions but also from advertising and ancillary 

services. Adjustments to take-rates and subsidy reductions reported in Sea's financial results indicate 

Shopee's effort to balance market growth with healthy operating margins (Business Wire, 2025). 

In the technology and data governance domain, Shopee leverages big data and artificial 

intelligence for consumer behavioral analytics, recommendation personalization, and fraud prevention. 

However, increasing dependence on algorithmic systems creates risks related to privacy, transparency, 

and bias. The antitrust investigation involving shipping option interface design demonstrates that 

algorithmic logic and interface choices carry legal and competitive implications (Reuters, 2024). Ethics-

by-design practices, external audits, and algorithmic transparency mechanisms are therefore essential 

strategic elements for Shopee to maintain legitimacy and minimize regulatory risk. 

4.3 Helix Ecosystem Analysis 

Within the Triple Helix framework, Shopee occupies the industry actor role as platform 

orchestrator, connecting sellers, buyers, logistics providers, and financial service providers. Shopee 

collaborates with universities on AI research, data analytics, and digital talent development, 

strengthening internal innovation capacity while incorporating academic knowledge into operational 

strategy. Government actors in Indonesia and other markets function simultaneously as regulators and 

partners in digital inclusion programs for MSMEs, with e-commerce regulations, digital training 

initiatives, and competition policies reflecting the significant role governments attribute to platforms 

like Shopee in digital economic development. 
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The Penta Helix analysis reveals a multi-actor ecosystem in which MSMEs and courier 

communities participate actively as product providers and labor, enabling Shopee to absorb direct 

feedback and design more inclusive innovations. Media and public community actors perform oversight, 

critique, and advocacy functions: coverage of courier working conditions, competitive practices, and 

social impact shapes regulatory pressure and public perception. Investor and financial sector actors 

influence strategic decisions regarding capital allocation between subsidies, logistics infrastructure, and 

revenue diversification. Through the helix lens, Shopee's innovation success is understood not as an 

internal achievement but as the product of complex multi-actor orchestration requiring careful 

management to sustain long-term value and social legitimacy. 

4.4 Critical Management Studies Perspectives 

CMS analysis reveals five dimensions of concern within Shopee's platform model. First, 

algorithmic power asymmetry: Shopee's ranking algorithm and advertising model confer 

disproportionate visibility advantages on merchants with capital to invest in paid promotion, structurally 

disadvantaging small merchants unable to compete on advertising spend. This creates systemic inequity 

within the platform ecosystem that risks undermining the inclusive growth narrative Shopee projects. 

Second, labor precarity: the logistics model's reliance on target-driven, flexible courier 

arrangements reflects the broader gig economy pattern in which flexibility masks high workload 

demands, rating pressure, and minimal social protection. CMS challenges the equation of flexibility with 

freedom, revealing it as a form of precarious work in which workers bear disproportionate risk with 

limited compensation and without adequate social guarantees. 

Third, gamified consumption: features such as flash sales, gamification, and coupon promotions 

can be analyzed as mechanisms that manipulate consumer behavior toward excessive purchasing, raising 

ethical questions about the platform's role in shaping socio-economic behavior in ways potentially 

misaligned with long-term consumer welfare or sustainability principles. 

Fourth, antitrust and market dominance: the regulatory investigations into Shopee's interface 

design and algorithmic strategy illustrate that platform dominance can be exercised through technical 

choices in ways that unfairly advantage the platform and inhibit healthy competition, underscoring the 

need for robust public governance mechanisms and regular accountability processes. 

Fifth, environmental externalities: the ecological footprint of Shopee's operations—high 

delivery volumes, single-use packaging, and logistics carbon emissions—represents a significant 

negative externality of large-scale platform commerce. CMS perspectives demand that innovation 

strategies account for ecological impact and that growth metrics not be decoupled from environmental 

accountability (Sea Limited, 2023). 

CONCLUSION 

A cross-disciplinary analysis of Shopee underscores that platform innovation must be 

understood as the product of interplay among technology, business models, organizational capabilities, 

regulation, and social pressures. Shopee has successfully built a powerful commerce experience through 

the combination of distinctive product features and significant operational investment. However, the 

shift toward profitability, mounting regulatory pressure, and social challenges require the company to 

balance growth priorities with governance and social responsibility. 

The Penta Helix ecosystem is active and multi-dimensional, but the power distribution within it 

remains asymmetric in Shopee's favor, creating tensions with small merchants, courier labor, and public 

interest actors. Sustaining platform leadership long-term requires institutionalizing accountability not 

only toward investors but toward the full spectrum of stakeholders who constitute and depend upon the 

Shopee ecosystem. Innovation that is decoupled from ethical governance and verified social impact risks 

reproducing and amplifying the inequities it superficially claims to address. 
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