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Abstract 
Investigating the dynamic competition, the competitive behaviors has expanded from 
marketable behaviors into non-marketable behavior. Corporate social responsibility is 
not served as legitimacy tool only, but it gradually develops into the competitive strategy 
and core decision. On the basis of dynamic competition theory and red queen theory, this 
study puts forward the correlation of corporate social responsibility between focal firms 
and rival firms. Compared corporate social responsibility practice between Alibaba and 
Tencent during the COVID-19 epidemic, it is verified that CSR interaction exists between 
companies with direct competition relationship. 
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1. Introduction 

Corporate social responsibility (CSR) has been highly concerned by western society and foreign 
enterprises since the 1960s. While the research and practice of corporate social responsibility 
in China is still at the beginning stage, but in recent years, it has been re-examined and valued 
by scholars, entrepreneurs and the public. With a series of bad news broke out, such as Sanlu 
Group's milk powder chemical additive exceeded the standard in 2008, resulting in impaired 
children's development, Changchun Changsheng's rabies vaccine fraud in 2017, and Hongmao 
medical wine's false publicity repeatedly listed on the black list in 2018, the government and 
relevant regulatory authorities successively issued laws and regulations on the protection of 
consumer rights and interests, labor law, environmental protection law, etc. The corporate 
social responsibilities (CSR) that enterprises should undertake are determined and enforced to 
achieve legitimacy. In addition, except the institutional requirements, CSR has also become a 
marketable behavior in the fierce competition. On the one hand, the increasing number of 
enterprises have begun to take the initiative to disclose their CSR reports. According to the third 
party’s report, about 1,000 listed companies in A-share market have released more than 7,000 
CSR reports since 2006. On the other hand, the annual CSR awards and lists also reflect the 
attention of all sectors of society to corporate social responsibility, which improves the 
performance and reputation of the award corporations. 
Furthermore, served as a competitive strategy, CSR generates competitive advantages for 
mainstream enterprises. In practice, it can be easily observed by focal firms when its rivals take 
actions in social responsibility, and they tend to learn and imitate each other so that to beat its 
rivals. For example, in terms of employees' rights and interests, certain Internet companies 
show concern for employees' housing policy. In 2011, Alibaba set up the i-Home project to 
provide interest-free loans for the new hires, while Tencent's housing plan has been launched 
in the later 2011 and provides interest-free loans of 1 billion yuan within three years for 
employees who buy their first house. Jingdong Group also launched the unsecured, unsecured 
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and interest-free loans in 2012 with the maximum amount reaching one million. In terms of 
consumers' rights and interests, the e-commerce dealers launched a series of post-purchase 
services. In 2017, taobao first introduced seven-day returns without any reason and delivery 
insurance to protect consumers' rights. Similarly, Suning Online shopping mall launched 46 
post-sales services, including seven days without reason refund and one month guaranteed 
refund to comprehensively safeguard the rights and interests of consumers. In terms of 
environmental protection, some beverage and dairy industries are committed to protecting 
water resources and reducing carbon emissions. Coca-Cola has been awarded as Excellent 
Water-saving Enterprise by China Beverage Industry Association for 13 years continuously. 
Yibao is the first company to use environmentally friendly cloth bags instead of disposable 
plastic bags in the drinking water industry. Mengniu, the leading diary company, has promised 
that it would take the lead in achieving carbon neutrality and regularly publish emission 
reduction targets and paths in its 2020 Sustainable Development Report, while its rivals, Yili, 
has officially launched the Carbon Neutralization project in 2021, which has conducted carbon 
footprint calculation of liquid milk, cold drinks, milk powder, yogurt and other products during 
the whole life cycle. 

2. Theoretical Foundation 

2.1. Dynamic Competition and Competitive Advantage 
One of the core studies in the field of strategic management is to discuss why the competition 
affects the survival, growth, performance and extinction of organizations, and how the 
organizations respond to and adapt to competition. From the beginning of the 19th century, the 
first study carried out through competition by Cournot model (Cournot, 1838). The competitive 
advantage concepted was interpreted from the perspective of economics of static competition, 
in order to examine the organization itself and the environment factors so that to find the 
organization's strategic direction (1959). Firstly, the SWOT model proposed by Andrew (1971) 
emphasized that an enterprise should find its advantages from its environment and resources. 
Later, Porter (1980), Wenerfelt (1984) and Barney (1991) put forward the resource-based 
view by pointing out that the competitive advantage comes from the resource advantage of 
within the organization, which is different from the ability and represented by raw materials, 
capital, human resources and technical equipment. Following SCP (structure-behavior-
performance) framework in industrial organization economics, the source of competitive 
advantage is revealed, and then the VIRO framework is further proposed, that is, to achieve 
sustainable competitive advantage, enterprise resources must be valuable, scarce, imitable, and 
can be used by organizations. Hitt and Bireman (2001) further added that among all resources, 
human resources gradually become strategic resources for organizations to win competitive 
advantages. 
However, traditional strategic management theory ignored the response of competitors. Since 
their response would inevitably affect the strategic decisions and actions of the organization, 
the motives and mechanism have been further investigated by competitive dynamics. Edwards 
(1955) put forward the concept of multi-market contact for the first time, which is different 
from one-to-one competition. It was investigated that manufacturers' contact in multiple 
markets would reduce competition intensity and lead to mutual restraint, which would start 
the research on dynamic competition. Barney and Hoskisson (1990) made a supplementary 
study within strategic groups, indicating that competition can be divided into intra-group 
competition and inter-group competition, and the competition intensity of intra-group 
competition is greater than inter-group competition. MacMillan et al. (1985) studied the 
frequency of imitation in the banking industry. Bettis and Weeks drew a conclusion from the 
interaction between Polaroid and Kodak in the imaging field through the fluctuation of the stock 
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price, and then the competitive dynamics investigated the binary relationship between action 
and resistance and the chain reaction from the micro perspective, such as the characteristics of 
actors and defenders, and the benefits of competitive actions (Chen and MacMillan,1992). 
In the research and development of dynamic competition, the interpretation of competitive 
advantage is also constantly enriched. Zhang Jingwei and Wang Yingjun (2010) concluded the 
mechanism by the following three viewpoints. 
a) Performance advantage view. The motivation of dynamic competition is to excess financial 
performance, which is regarded as a representation of competitive advantage. Foss and 
Knudsen (2002) directly defined competitive advantage as "excess return", and most relevant 
empirical studies used financial performance indicators (such as ROA, Tobin Q, etc.) to measure 
competitive advantage (Wiggins and Ruefli,2005). 
b) Market value advantage view, which reflects the difference in value delivered by customers. 
Peteraf and Barney (2003) proposed that when an enterprise would produce more economic 
value than its marginal break-even point than its competitors in the product market, it would 
gain competitive advantages. Woodruff and Gardial (2004) defined competitive advantage as 
the superior value provided by some enterprises over others that perceived by customers. 
c) Capability advantage view, that is, the resources and ability within an enterprise to bring 
financial performance. Carpenter and Sanders (2006) defined competition directly as the 
ability of an enterprise to create value in a way that its competitors do not. 

2.2. Red Queen Theory 
Based on industry level and group level, the dynamic competition process influenced by 
competitors is considered, but organizational learning and coevolution are also ignored. Inter-
organizational imitation is a common way for the late comers. Whether the adoption of new 
products or technologies, the introduction of new management methods or organizational 
structures, or the selection of new market entry or investment opportunities, inter-
organizational imitation exists (Lieberman and Asaba, 2006). Hence, several theories were 
built on the imitation and interaction through enterprises, in economics studies, "herd effect" 
and "conformity behavior" revealed the peer imitation and decision making process(Chang et 
al., 1997), while the studies on institutional isomorphism in sociology interpreted the reason of 
similarity between organizations (Dimaggio and Powell, 1983). Besides, network embedding 
(Granovetter,1985) and organizational learning theory (Lieberman and Montgomery, 1988) 
were also the derivative research theory. In the process of learning and imitation, enterprises 
would improve their organizational ability, which in return would affect the chain of 
competition process so that to change the competition pattern among organizations 
(Haunschild and Miner, 1997). 
The red queen effect was to explain the process of coevolution, which became another 
important branch of dynamic competition theory. Van Valen (1973), a biologist, first used the 
Red Queen in Lewis Carroll's novel to metaphorize the symbiotic evolution process among 
biological species. That is, in order to survive, species will constantly maintain relative 
adaptability and dynamic balance during the evolution. Barnett and Hansen (1996) further 
integrated the theories of organizational learning and organizational ecology and empirically 
explored the existence of red queen competition by analyzing the mortality rate of 2,940 retail 
banks in 650 regional banking markets during 1990-1993. It was found that red queen 
competition affected organizational adaptability. Later, Derfus et al. (2008) investigated 4474 
competitive actions in 11 different industries through the triangular relationship of "action-
response - performance" to supplement the micro mechanism and boundary conditions of red 
queen competition. Giachetti et al. also used new product technology as a representation of 
competitive imitation behavior to explore the relationship between imitation behavior of 
British mobile phone suppliers and their sales performance from 1997 to 2008, and further 
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studied the moderating effect of the scope and speed of imitation behavior. This longitudinal 
study demonstrated the evolution of corporate social responsibility and corporate reputation 
over time. 
Other scholars developed the red queen effect on the mecro or macro environment, that is, the 
companies’ competitive behaviors would positively influence the industry or the market.   Rajiv 
et al. (2012) concluded that only by imitating, learning, and to invest in technology is beneficial 
to the whole industry by estimating 30 mobile telecommunication service sector companies in 
the quarterly data from 1996 to 2005. Red queen effect also provides a new perspective in some 
fields through entrepreneurial management, sustainable operation management, etc 
(Chakravorty et al., 2016; Schindehutte, 2010). Tetrault and Lvina (2019) studied 285 large 
American companies and the most respected companies in Fortune magazine to verify the 
dynamic effect of the red queen among industries. It supported that reputation served as a 
dynamic structure, that is, the change of corporate social responsibility does predict the change 
of corporate reputation, and the change of reputation varies from industry to industry. Deng 
Xinmin et al. (2020) posed the study through passenger car industry. His empirical research 
explored the relationship between organizational competitive experience and organizational 
survival in the context of red queen competition, and it investigated that the organizational 
inertia has a moderating effect on competition experience and survival. 

2.3. Competitive Behavior and Corporate Social Responsibility 
The research on dynamic competition and red queen competition further concentrated on 
competitive behavior. On the one hand, the research on the enterprise level highlighted the 
specific behaviors of competitive strategies for attack and counterattack, which includes the 
whole value chain from procurement, product development and production to marketing and 
post-service. Some scholars further defined these actions and interactions under different 
contexts. For example, Shaffer et al. (2000) divided dynamic competitive behaviors of 
enterprises into market actions and non-market actions. The market actions mainly include 
launching new products, promotion and entering new markets, while the non-market actions 
mainly include public welfare activities with education and charity, public relations activities 
in order to keep a good relationship with government or industry associations, and other 
recessive publicity activities by using the media to generate social buzz. On the other hand, the 
feature of enterprise behavior served as the topic of further study, including the speed, intensity 
and other characteristics of each imitation behavior. Mester (1987) analyzed the data of savings 
and credit enterprises in California in 1982 and found that when the market concentration is 
high and the multi-market contact degree is high, the competitive behaviors among these 
enterprises will be intensified. Other scholars have carried out different studies on the other 
structural characteristics of competitive actions such as complexity, capacity, frequency, 
duration and speed (Ferrier et al., 1999; Sambamurthy et al., 2003; Gnyawali et al., 2006). 
Baron (1997) emphasizes that firms must consider both market and non-market strategies in 
their competitive interactions with competitors. Viewing the non-market behaviors among 
American enterprises in the 1970s, the number and the forms were diversified in practice, so 
that a large number of foreign studies began to focus on the influence of non-market behaviors 
as a competitive approach. Corporate social responsibility, as a representative of non-market 
behavior, has also viewed as a competitive behavior (Sheehy and Benedict,2015; Avetisyan and 
Ferrary, 2013). As the basis, the characteristics of senior executives (gender, overseas 
experience, religious belief) (Wen Wen and Song Jianbo, 2017; Zeng Jianguang, 2016) and 
corporate characteristics (ownership, corporate culture) (Li Zengfu et al., 2016) was explored 
first. Meanwhile, the results of corporate social responsibility mainly measured by its financial 
performance and corporate value. The relationship between CSR and financial performance is 
positively correlated or negatively correlated, or is u-shaped, while the impact on social 
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performance, namely reputation, is positively correlated in the mainstream studies. Then, the 
research perspective of corporate social responsibility extends from institutional theory to 
competition orientation, that is, the fulfillment of corporate social responsibility has a profound 
impact on improving the competitive advantage of enterprises. In terms of shareholder 
investment, CSR helped them to acquire diversified investment methods. And in the consumer 
market, CSR strengthened consumers' recognition and loyalty to its brand. In terms of 
employee relations, CSR improved employee satisfaction and productivity (Jin Liyin, 2006). 
Hence, corporate social responsibility may serve as a signal to provide organizational 
reputation and help enterprises obtain sustainable competitive advantages. In addition, 
increasing sales revenue and transaction scale brings additional competition costs to 
competitors in the same industry (Pharoah, 2003). In conclusion, CSR has gradually evolved 
from a marginal strategy to a core strategy of enterprise competition, and gradually integrated 
into corporate culture and mission (Kim and Choi, 2018). 

3. Case Study 

3.1. Company Profile of Alibaba and Tencent 
Alibaba and Tencent are the leading companies in China's Internet industry whether in the 
market value or the financial performance. In 2019, ali posed in the prospectus that ali's 
competition is mainly from other Internet companies, such as Tencent and its affiliates, cloud 
computing service providers, such as amazon. Even under the economic downward impact of 
the covid-19 epidemic, Alibaba and Tencent still experienced the growth in terms of annual 
revenue and net profit. Alibaba ranked first with annual revenue of 509.7 billion and net profit 
of 140.4 billion, while Tencent ranked second with revenue of 482.1 billion and net profit of 
122.7 billion. 
 

 
Figure 1. Comparison of Business revenue between Alibaba and Tencent in 2014-2020 

* Source: Annual financial reports of Alibaba and Tencent. Alibaba's fiscal year is from April 
this year to March next year, while Tencent's fiscal year is from January to December this 

year. 
 

Alibaba group was founded in 1999, and listed on the New York stock exchange in 2014. The 
major business includes e-commerce, cloud computing, digital media, entertainment and 
business innovation, financial services, etc., such Taobao, Tmall, alibaba international trading 
market, 1688 wholesale platform, Ali Mama marketing, Ali Cloud, Cainiao delivery, Ant 
Financial Services. Tencent, founded in 1998, listed on the stock exchange of Hong Kong in 2004. 
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The main business includes communications and social networking, video games, cloud 
computing, advertising, financial science and technology. Since the business is divided into 
seven business unit, Technology and Engineering Group, Platform and Content Group, WeiXin 
Group, Corporate Development Group, Interactive Entertainment Group, Cloud and Smart 
Industries Group and the staffing play different roles in the main business. 
Alibaba Group relies on e-commerce to contribute major revenue. Another star business is 
cloud computing business. About 60% of Tencent's revenue comes from value-added services 
such as games, live broadcasting and video, followed by fintech and other enterprise services 
(including Tencent Cloud). The competitive landscape can be summarized in the following 
three parts. 
 

 
Figure 2. Proportion of Business revenue of Alibaba in 2020 

 

 

Figure 3. Proportion of Business revenue of Tencent in 2020 
* Source: Alibaba and Tencent annual financial reports 
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First, the competition in the field of consumer-oriented Internet is similar to grab users and 
user’s time. Alibaba and Tencent have strengths in e-commerce and social networking 
respectively, however, due to the large number of users and the wide coverage, they can be 
defined as competitors in terms of grabbing users' minds and time. According to alibaba's 
financial report, the annual active users of China's retail market reached 726 million in fiscal 
year 2020. Tencent's fourth quarter report and 2020 annual financial report show that the 
monthly number of wechat users has reached 1.225 billion. Based on such a large number of 
mutual users, the competition of the two in fintect, e-commerce and other sections are also 
developed. 
Second, the competitive around the industrial Internet is established in partnership. Alibaba 
started to build its channel in the early 2013. As the second growth curve, Alibaba keeps a 
leading position in the cloud computing market in China and ranks third in the IaaS field 
worldwide. Tencent established the cloud and smart industry business group in late 2018, 
taking root in vertical industries and advancing in retail, medical care, travel, manufacturing, 
smart city and other industrial platforms, gathering the company's technology in security, AI, 
maps and other fields to catch up with its rivals. At present, the competition pattern of the two 
become more and more fierce.  
Third, in the field of investment, the two companies continue to expand their own business eco-
system, and finally realize the concept of ecological competition in business. According to the 
data of IT Orange, as of September 2020, Ali has 531 foreign investment companies and 675 
investment events. Tencent has 756 overseas investment companies and 963 investment 
events. Alibaba focuses on mergers and acquisitions, investing on entertainment, local life, 
transportation and new retail industries, while Tencent mainly invests in the form of 
shareholding, mainly acquiring games and game-related content, and investing in enterprise 
services, entertainment and e-commerce, giving full play to the role of its partners, such as 
Meituan, JINGdong and Vipshop. 
In conclusion, Alibaba and Tencent are of a similar path and the stage for the future business. 
Because of overlapped resource, market and users and the similar size revenue and profits, the 
two can be demarcated as direct competitors and the strategy and implementation are brought 
to the attention of the each other. 

3.2. Alibaba’s and Tencent’s CSR in Covid-19 Epidemic 
As Internet leading enterprises, Alibaba and Tencent have always maintained a high standard 
practice of corporate social responsibility. Alibaba has issued corporate social responsibility 
reports for 15 consecutive years, and the increase in investment in rural assistance, 
environmental protection, public welfare platform construction and other fields far exceeds the 
increase in performance. In 2020, Alibaba has carried out more than 10 billion public welfare 
donation projects on its public welfare platform, with a total amount of more than 2.2 billion 
yuan. On the contrary, Tencent has issued 9 corporate social responsibility reports since its 
establishment in 1998. Up to December 2020, Tencent Charitable Foundation has donated and 
spent about 4.6 billion RMB in total. In April 2020, it announced the strategy of sustainable 
social value innovation, which will lead the core businesses to fulfill the mission of "Value for 
Users, Tech for Good". In terms of future investment in sustainable development, Tencent 
announced that it would invest 50 billion RMB to promote the implementation of the strategy 
of sustainable social value. Alibaba then announced in September that it would invest 100 
billion RMB by 2025 to promote common prosperity. Both as a giant enterprise already billions 
of tax amount to the nation and create tens of thousands of jobs and indirect employment 
opportunities directly, also shoulder the drive the upstream and downstream industries, foster 
small and medium enterprises, provide services to industry partners, encourage the staff in 
public welfare undertakings, and pay attention to the environmental economic development. 
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After the outbreak of COVID-19 in 2020, Alibaba and Tencent also showed their responsibility 
and responsibility as big enterprises. They not only donated money and goods to immediately, 
but also helped small and medium enterprises and medium and high school students resume 
work and study after the outbreak. This paper will interpret corporate social responsibility 
under the public service crisis from the perspective of dynamic competition. Alibaba and 
Tencent's specific implementation of corporate social responsibility has dynamic competition 
interaction, which is detailed from the following two aspects. 
a) Donate money and goods. Alibaba set up a one-off fund of 1 billion RMB, while Tencent made 
three additional donations totaling 1.5 billion RMB and 100 million US dollars. On January 23rd, 
2020, Wuhan was shut down and the whole country was plunged into epidemic panic. On 
January 24th, the Tencent Charitable Foundation immediately responded by donating 300 
million yuan to support the epidemic area and setting up the first funding. On January 25th, 
Alibaba quickly launched the plan to assist Wuhan, setting up a special fund for medical supplies 
worth 1 billion yuan and assisting Wuhan by purchasing medical supplies from home and 
abroad. Subsequently, its official account reported the use of the special fund: on January 30th, 
it reported the global purchase of N95 medical masks and other medical supplies. Tencent 
announced the establishment of a fund pool of 200 million yuan on February 3rd to support 
independent developers as a start-up capital. On February 7th, Tencent upgraded the fund for 
the second time with an additional 1 billion yuan, where 300 million yuan was for anti-epidemic 
missions, such as medical workers, volunteers, people's police, sanitation workers, etc., 200 
million was used to help families in need and 500 million were used for epidemic prevention 
research and improve medical and health facilities in the future. So far, Tencent has set up a 
total of 1.5 billion funds.  
Both sides keep updating the progress of donation and fund use. Alibaba's 1 billion fund 
reported on February 14th that it had purchased over 40 million pieces of medical supplies, 
valued at 468 million yuan, and on March 12th that it had invested 688 million yuan in the 
purchase of medical supplies at home and abroad, and delivered 56.7 million pieces of anti-
epidemic supplies through the Cainiao green delivery channel. Tencent officially publicized the 
use of 1.5 billion fund more frequently, respectively on January 26th, February 2nd, February 
20th, February 26th. In March, when the epidemic was brought under control in China but 
spread internationally, Tencent set up another $100 million global anti-epidemic fund. 
b) Relying on their respective advantages in Internet products to help fight the epidemic. 
Tencent's product advantage lies in the information network with social networking as the core, 
and its contribution to epidemic prevention is mainly reflected in the rapid and accurate update 
and dissemination of epidemic information. On January 23rd, Tencent urgently launched a map 
of fever clinics on wechat, covering 13,000 fever clinics within 46 hours, accurately facilitating 
suspected patients to search hospitals. On January 25th, the basic information of covid-19 was 
launched on Tencent Medical, which was read more than 500 million times within 9 days. 
Through wechat and relevant information portal, Tencent utilized its content services to carry 
out scientific information on epidemic prevention and make policies efficiently accessed, and 
alleviate the public's panic by refuting rumors.  
Alibaba's product advantages are mainly based on e-commerce, assisted by global procurement 
and logistics network, which enables a efficient and effective supply chain from procurement 
to distribution of epidemic prevention goods. In addition, an unmanned supermarket built by 
Alibaba's Taoxianda team has been installed in Huoshenshan, where unmanned retailers can 
avoid contact with infection. 
Besides, both Tencent and Alibaba have their own strengths in online medical resources. On 
January 25th, Ali Health Fund and Alipay launched an online free medical consultation service 
called "ask experts" to make up the shortage of hospital resources. Then, on January 26th, 
Tencent launched the online consultation function to provide free consultation services. 
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3.3. Conclusion of Dynamic Competition 
According to the above cases, especially among the donations and materials, it can be seen from 
the competition intensity that the overall donation funds of Tencent and Alibaba are far ahead 
of other enterprises, but the relative gap between firms is relatively small. Besides, viewing the 
frequency of competition, Alibaba set up a one-time donation fund and made public reports on 
the use of the fund many times, while Tencent made three additional donations and made public 
announcements for many times. About the donation decisions of Tencent and Ali, they can be 
easily detected by each other whether by the reports of media or the news released by itself. 
The domestic users of both are almost nationwide, so they have the motivation to imitate and 
learn from the perspective of market.  
In addition to financial capacity provided by donation, both companies have applied their 
outstanding product capabilities to epidemic prevention work. Alibaba uses logistics network 
to deliver epidemic prevention materials in a timely manner, while Tencent uses social network 
to deliver epidemic prevention information accurately. 

4. Conclusion 

This research takes Alibaba and Tencent's CSR behavior under COVID-19 epidemic as an 
example to analyze the competition dynamics in China. At present, the public attaches more 
and more importance to corporate social responsibility, and enterprises participate in 
corporate social responsibility more actively than before. The purpose of this paper is to test 
the interactive relationship between competitors' social responsibility. The case analysis 
provides consistent evidence to prove that the imitation and learning behavior of CSR among 
competitors happens, that is, the focus firms tend to adopt imitation behavior to catch up with 
the most relevant competitors' social responsibility behavior.  
In terms of theoretical contribution, it extends the perspective of corporate social responsibility 
to the study of dynamic competition. The peer effect of corporate social responsibility comes 
from both institutional force and competitive pressure. It expands the research of dynamic 
competition from market behavior to non-market behavior. 
In terms of practical contribution, it reminds corporate strategy makers to take social 
responsibility as a competitive strategy. Besides, as for policy makers, they can strengthen CSR 
competition through media or other approach to award CSR to further improve the industrial 
level. 
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