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Abstract. Chinese firms have been widely seen as imitative. This historical case study ex-
plores what organizational mechanisms allowed Tencent, a Chinese firm in the fast-
changing instant messaging (IM) service sector, to achieve a new-to-the-world innovation
with itsWeChat smartphone app. Tracing the competitive dynamics in the Chinese IM sec-
tor from its inception, we found that Tencent was able to create the innovative WeChat
product through a crisis-induced intrafirm coopetition dynamic that was embedded in var-
iation-selection-retention evolutionary processes spanning the market, the firm, and the
business unit levels. Building on the intrafirm coopetition and evolutionary literatures, the
paper shows that three business units simultaneously competed and cooperated in devel-
oping alternative IM products while being exposed to market selection for survival. The
coopetition dynamic took place in three key areas: technology, product promotion, and
complementary assets of suppliers. The relative balance between competition and coopera-
tion changed over time, and topmanagement guidance and firm-level routines were essen-
tial in managing the challenges of coopetition within the firm.
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Introduction
Chinese firms have been widely seen as imitative (Red-
ding and Witt 2007, Lewin et al. 2016, Zhang and Zhong
2016). However, in recent years, a few of them such as
Alibaba, Tencent, Huawei, DJI, and ByteDance (the de-
veloper of TikTok) have endeavored to become more in-
novative (Fast Company 2008–2014, McKinsey Global In-
stitute 2015, The Economist 2015a). Nevertheless, there
has been little research investigating the detailed process-
es that would allow a Chinese firm to step out of the
shadow of Western firms and create a product or service
with at least some features first conceived in China and
then imitated by Western firms (Greeven and Yip 2021).
Tencent’s WeChat instant messaging (IM) product is
such a new-to-the-world innovation with innovative

features that have been imitated by Facebook, Kik Mes-
senger, and other firms in the most advanced countries in
the world (Livingston 2014; The Economist 2015b, 2016).
This paper investigates the process by which Tencent
was able to create the innovative WeChat product,
achieving 1.08 billion monthly active users around the
world as of January 2019, with 23% being outside China
(GlobalWebIndex 2018). The only two other messaging
apps with similar success are WhatsApp, with 1.5 billion,
and Facebook Messenger, with 1.3 billion monthly active
users (Hootsuite 2019). As of April 6, 2021, Tencent is the
most valuable public company listed on the Chinese
stock exchange (Wexle and Yang 2021), and WeChat is
the most-used app in China, with 993 million monthly
users in November 2020 (Thomala 2020).
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Evolutionary scholars have advocated that histori-
cal case studies are particularly powerful if one wants
to understand in detail how a new capability arose in
a particular firm at particular point in time (and not an-
other) and how it developed over time (Winter 2012,
2013; Raff 2013, Nelson 2020). A big challenge for com-
pelling historical research on firms is to get access to data
on the internal processes and decisions a long time ago.
Not surprisingly, the number of studies overcoming this
data hurdle is smaller than other forms of research.

However, there are a growing number of studies
showing that a historical approach—investigating both
the details of the context and what occurred within a
particular firm—can lead to deep new insights that oth-
er methods would have difficulty establishing. One of
the earliest historical studies was Langton (1984), who
used evolutionary theory to explain how bureaucratiza-
tion arose in the English pottery firm of Joshua Wedg-
wood and then moved across the entire pottery indus-
try through a competitive process that eliminated firms
not adopting similar bureaucratic principles. Through
his detailed historical work, Langton provided a mech-
anism explanation for the rise of bureaucracies that was
missing in Weber (1947). Technological historians
showed that the variation and selective retention model
of Campbell (1969) could explain how airplane technol-
ogy evolved over time (Constant 1980, Vincenti 1994).
The contributions of these scholars were to surface
from the archives all the technological variations that
were selected out. Miller et al. (1995) made a remark-
able discovery that differs from most industries studied
by Klepper and Simmons (1997) and Klepper (2015): in
the flight simulator industry, new technologies did not
lead to the demise of firms that built the entire flight-
simulator system but rather to the demise of firms that
focused on making components of the system. Although
not framed explicitly in terms of formal evolutionary the-
ory, Usselman (1993) did a painstaking historical study
of why IBM beat out many established electronic firms
in the early digital computers revealing that IBM’s hard-
to-imitate resources and capability were not electronics
but the understanding of customers (in short, its market-
ing capabilities). Rosenbloom (2000) investigated how
NCR (born in 1894) just like IBM successfully managed
the transition frommechanical to digital computing tech-
nology between 1950 and 1980—a transition most com-
petitors in the business machine sector failed to do. Rose-
nbloom identified new leadership that restructured the
firm and brought a new mindset as one important factor
among many, highlighting that single cause models lack
explanatory power.

How subtle the insights of managers need to be to
successfully adapt firms to big environmental changes
is illustrated by the magnificent historical case study of
Danneels (2010) of how leading typewriter manufac-
turer Smith Corona tried to diversify its mechanical

typewriters business by developing a long list of alter-
native products ranging from fax machines to com-
puters. Until Danneels’ detailed historical case study,
no scholar in the evolutionary literature had docu-
mented the massive volume of attempts that companies
make to adapt to changing environments. Despite all its
herculean efforts, Smith Corona had to file for bankrupt-
cy in the end, confirming the assumption of many evolu-
tionary scholars that change is difficult and not from a
lack of trying. Danneels showed that company leaders
believed that its iconic typewriter brand could be lever-
aged in other office products, but this turned out to be a
false hypothesis.

Demonstrating that historical case studies can detect
subtle differences in the outlook of managers that made
big differences over time, Raff (2000) wanted to under-
stand how a new type of bookselling organization came
about in the United States by studying how the capabili-
ties of Barnes & Noble and Borders arose. He revealed
that, although both firms looked similar on the surface in
the late 1990s, Borders saw its key capability in the man-
agement of information, whereas Barnes & Noble saw it
in terms of managing scale. Then Amazon revolution-
ized bookselling, and the fortunes of these superstores
declined, leading to the bankruptcy of Borders. Howev-
er, Barnes & Noble survived Amazon’s online strategy
in part because it invested heavily in Internet selling and
an eBook reader (Nook) to rival Amazon’s Kindle.

Cattani (2006), using a historical approach, showed
that the idea of preadaption is also a useful concept in
organizational evolution. He carefully studied historical
records of how Corning invented fiber optics technolo-
gy and found that Corning invested in a set of technolo-
gies before 1966, although it had no idea that they
would become useful for fiber optics (preadaption).
Once telephone companies were eager to use light to
transmit data, Corning managers strategized how to
use the accumulated resources for a different technolog-
ical purpose and how to become a technological leader
in fiber optics (intentional adaptation). Recently, Cattani
et al. (2017) traced the history of Steinway and Sons
over a 150-year period and meticulously documented
how challenging it was for the firm to transmit its craft-
based skills when most competitors focused on auto-
mating piano production to bring down costs and sell
pianos to the mass market. The study raises profound
questions of whether strategy scholars may be too fo-
cused on firm growth as the ultimate sign of success
and instead of celebrating companies that are simply
content to survive over decades with their identity and
values intact. From an evolutionary point of view, di-
versity of firm purposes is desirable as it protects firms
better against novel environments.

Formal evolutionary theory proceeds at two levels,
the individual and the population, where evolution-
ary changes are tracked (Sober 1984). Similar to other
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sciences, evolutionary scholars have realized that
the organizational world is organized in terms of multiple
hierarchical levels (Baum and Singh 1994). A prominent
articulation of such a nested organizational hierarchy
starts with the individual human being and then moves
progressively up to the group, the individual organiza-
tion, the population, the community, and the ecosystem
(Baum and Singh 1994). A lot of scholarly efforts went
into working out theoretically what multilevel dynamics
would mean (Tushman and Murmann 1998, Baum 1999).
Concurrently, scholars adopted historical methods to gain
a deeper empirical understanding of what evolutionary
dynamics proceeding at more than two levels looked like
in practice. Van de Ven and Grazman (1999), for example,
carried out a historical case study of the community of
healthcare organizations in the Minneapolis-St. Paul met-
ropolitan area from 1857 until 1995. They traced the ca-
reers of individual leaders in the organizations, the indi-
vidual organization within which the leaders operated,
and the entire industry in which the individual organiza-
tions were embedded. They found that the evolutionary
dynamics at the different levels in this nested hierarchy
were more tightly coupled during eras when resources in
the healthcare sector was constrained.

Until this point, scholars writing from an evolution-
ary perspective had studied industries or firms in one
particular country. To explore how evolutionary pat-
terns might be similar or different in various countries
and to understand how complex phenomena such as
new-to-the-world innovation emerges, Murmann and
Homburg (2001) and Murmann (2003, 2013) adopted a
multilevel framework of actors, forces, and processes.
They traced the research and development (R&D) func-
tion within firms, individual firms in the industry, the
industry in different countries (United Kingdom, Unit-
ed States, France, Switzerland, Germany), national in-
stitutions, and the entire global industry. They showed
for the period of 1857–1914 that at every level—micro,
meso, and macro—success was a matter of trial-and-
error learning and that whenever there were more tri-
als at a particular level, there was more success.

With any historical case study, one can always ques-
tion whether the findings generalize across contexts
and time periods. For this reason, a natural follow-up
is to conduct such a multilevel evolutionary investiga-
tion in a country whose history and institutions were
very different from the Western context and during a
very different time period. China offers a good oppor-
tunity for such a study because Chinese firms have
been seen as largely imitative of Western firms and
rarely developed new-to-the-world innovations. A his-
torical case method was hence particularly promising
to shed light on the details of how a Chinese firm has
managed to create new-to-the-world innovations.

Our research reported in this paper uncovered that
the simultaneous competition and cooperation between

Tencent’s multiple business units developing rival
products in the same space played a key role and that
this process was embedded in a previously highlighted
nested hierarchy of variation-selection-retention (VSR)
processes (Baum 1999, Van de Ven and Grazman 1999,
Murmann 2003).

The phenomenon of coopetition—generally referring to
the simultaneous competition and cooperation between
two or more actors—has drawn increasing attention from
scholars since the 1990s. Most of the scholarly attention
has been focused on coopetition between rival firms (Hoff-
mann et al. 2018). A few scholars have investigated coope-
tition dynamics within individual corporations. Birkin-
shaw (2001) highlighted that coopetition dynamics were
also extensive within individual corporations. In a second
contribution, Birkinshaw and Lingblad (2005) connected
coopetition dynamics within firms to the management of
organizational charters for subunits. More recently, Song
et al. (2016) documented in detail how Samsung competi-
tive success rested on extensive competition among vari-
ous business units in developing new technologies.

Our study builds on these contributions to further
investigate how and why intraorganizational coopeti-
tion emerges and evolves to help explain the creation
of new-to-the-world innovations. Given limited theo-
retical insights into this complex and dynamic pro-
cess, we drew on a historical case study of how in the
fast-changing Chinese IM service sector, Tencent was
able to create the innovative WeChat product. Given
the availability of smartphone use data, we were able
to collect historical data across countries to analyze
howWeChat was developed into a globally influential
Chinese new-to-the-world IM product innovation.

Comparing all players that have competed in the sec-
tor from 1997 to 2017 (e.g., YahooMessenger,MSNMes-
senger, Skype, QQ, etc.) and probing intrafirm events
and practices from 1998 to 2019 (focusing on 2010–2015),
we found that WeChat emerged through two interrelat-
ed mechanisms. First, Tencent’s time-varying intrafirm
coopetition dynamic facilitates a microfoundation for
WeChat to emerge and become increasingly novel. In re-
sponse to a change in the technological environment
(macro forces) and a perceived market share crisis, Ten-
cent spurred three business units to simultaneously
compete and cooperate for developing rival products in
the IM category and allowed the market to single out
the winner. This coopetition dynamic changed over
time from “strongly competition-dominant coopetition”
to “balanced-strong coopetition” and became again
“competition-dominant coopetition” (Park et al. 2014,
p. 213). The first two forms allowed WeChat to emerge
and gradually develop into a role model for innovation
of the IM sector worldwide. The third form enhanced
WeChat’s innovativeness and propelled the core inter-
nal incumbent—MobileQQ—to become increasingly in-
novative after initially falling behind for several years.
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Second, Tencent’s intrafirm coopetition dynamic in-
terwove VSR processes at three levels (sector, firm, and
business unit) with organizational capabilities and other
organizational features playing a role at two levels (firm
and business unit). Together, these processes droveWe-
Chat to become a new-to-the-world innovation. On the
one hand, the intrafirm coopetitionmade three business
units to compete for Tencent’s internal resources (firm-
level VSR) and survive or die from external hyper-
market competition with domestic and foreign rivals in
the IM sector (sector-level VSR). On the other hand, the
coopetition pressed and stimulated business units to de-
velop innovative products through repeating fast trials
and failures (business unit-level VSR). The WeChat
team won the firm-level (meso level) and market selec-
tion (macro level) mainly because its routines, struc-
tures, and strategies encouraged employees to create
products that were both novel and popular with users
(business unit-level organizational capabilities and fea-
tures). Tencent prevailed in themarket selection compe-
tition mainly because it has established routines that
were product-based, user experience-centric, and com-
patible with internal coopetition (firm-level organiza-
tional capabilities and features).

Our study adds to the innovation literature by reveal-
ing that an intrafirm coopetition dynamic, if integrated
with market competition and matching organizational
features, can facilitate the microfoundation for creating
new-to-the-world innovations. Showing how intrafirm
coopetition evolves and contributes to new-to-the-world
innovations, our study also contributes to the intrafirm
coopetition literature by unearthing an extreme case of in-
stitutionalized coopetition of units within the same firm
that offer functionally equivalent products in the market-
place. Previous empirical research by Song et al. (2016) on
coopetition has documented parallel technology develop-
ment at Samsung, but then the firm resolved the competi-
tion internally and introduced only one product or tech-
nology. We document and analyze a more extreme form
of coopetition where a firm (Tencent) went further and
introduced parallel competing products into the market
and institutionalized this intrafirm competition.

Analyzing the organizational drivers of Chinese new-
to-the-world innovations as a nested multilevel evolution-
ary framework, this study also empirically corroborates
the usefulness of evolutionary theory as a meta approach
to addressing organizational change not only in advanced
economies where the theory takes hold (Burgelman 1991,
Mowery and Nelson 1999, Murmann 2003, Malerba et al.
2016) but also in transitional emerging economies that are
distinct contexts from advanced economies.

Theoretical Background
In research on the innovative capacity of China and
Chinese firms, authors typically do not use a conceptual

distinction that has been used extensively by the Orga-
nisation for Economic Co-operation and Development
(OECD) and Eurostat to capture to what extent a coun-
try or firm is a pioneer of new products or services and
to what extent the country or firm imitates innovations
created elsewhere. In this section, we provide a back-
ground on three theoretical ideas that proved most use-
ful to explain what allows a Chinese firm to become an
innovation leader in a product class, namely the idea of
a new-to-the-world innovation, a hierarchical evolution-
ary theory of industrial and organizational change, and
coopetition within an individual corporation, which to
our knowledge has not been previously connected to
evolutionary theory.

Schumpeter (1934) differentiated an innovation from
an invention by insisting that only when an invention
is introduced into the economy does it became an inno-
vation because the invention makes an economic differ-
ence. Following Schumpeter and the OECD Eurostat
(1997, 2005), we define a new-to-the-world innovation
as a new combination of existing resources that is new
to the world rather than being merely new to a country
or new to a firm, be it a product (a good or service), a
process, a raw material of supply, a marketing method,
or an organizational arrangement. The first iPhone is
an example of such an innovation. Although it was not
the world’s first smartphone, it combined a widescreen
iPod with touch controls, a revolutionary mobile
phone, and a breakthrough Internet communication
device into a smartphone for the first time in the world.
The first smartphone copying the iPhone in China was
not a new-to-the-world innovation but merely a new-
to-China and new-to-the-Chinese firm innovation. Al-
though a new-to-the-world innovation can be radical
and disruptive, as in the case of the iPhone, it can also
be incremental. The central idea is that a new-to-the
world innovation must combine existing resources in a
way that was never before available in the same indus-
try around the world. We use this term to separate tru-
ly innovative Chinese firms from most Chinese firms
that copy existing innovations (existing combinations
of resources) from other firms.

Aside from doing R&D, the Western literature on
new-to-the-world innovation highlights the degree to
which a firm is customer-oriented as a key determi-
nant predicting whether a company will bring out a
new-to-the-world innovation (Lukas and Ferrell 2000,
Augusto and Coelho 2009). In the medical equipment
sector, user involvement in the innovation process
also increased the likelihood of a firm to create a new-
to-the-world innovation (Brown et al. 2008). Surveys
on innovation in the 37 OECD countries report that on
average, 15% of firms self-report to have engaged in
new-to-the-world innovations, with a low of 2% in
Chile and a high of 28% in Belgium (OECD 2019). The
OECD data also show that large companies (29%) are

Murmann and Zhu: How a Chinese Firm Creates New-To-The-World Innovations
308 Strategy Science, 2021, vol. 6, no. 4, pp. 305–330, © 2021 The Author(s)



more likely to create new-to-the-world innovations
than small companies (14%). Parallel statistics do not
exist for China because China is not part of OECD
and has not released comparable data. For this reason,
we do not have a systematic picture of new-to-the-
world innovations in China.

Although the literature on Chinese innovation has
been growing substantially (Fu 2015, Lewin et al. 2016),
a precise mechanism for how Chinese firms can move
from imitation to creating new-to-the-world innova-
tions has not been identified. The notable exception is
the work of Govindarajan and Ramamurti (2011) on re-
verse innovation, which explained that new-to-the
world innovations coming about to address the special
condition of poor countries might later trickle up to
more advanced nations. However, how a Chinese firm
can create new-to-the world innovations that from the
beginning are able to compete with Western firms in
quality and functionality the world over has not been
investigated in any detail. This has two main reasons.
First, except for Breznitz and Murphree (2011) and
Redding and Witt (2007), the growing literature on
Chinese innovations has barely built new theoretical
accounts or empirically investigated when and how
China can spawn new-to-the-world innovations. The
writings mostly applied extant theories to China but re-
ported inconclusive empirical findings on the outcomes
and antecedents of new-to-China or new-to-a-focal-
Chinese-firm but not new-to-the-world innovations
(Hu and Mathews 2005, 2008; Sun and Du 2010; Li
2011; Kafouros et al. 2015). Existing case studies predict
few Chinese new-to-the-world innovations until the
medium term (Breznitz and Murphree 2011, Yip and
McKern 2016, Zhang and Zhong 2016).

Second, there have been few documented cases of
Chinese new-to-the-world innovations. One reason for
this is that it is empirically time-consuming to establish
that an innovation in China was new-to-the-world
China given that no survey as the one by the OECD
has been done of all Chinese firms. Many firms sug-
gested to us as having new-to-the-world innovators
(e.g., HEC pharmaceuticals, Hikvision, Gree) proved
to have western antecedents when we investigated
them in detail. Furthermore, most authors are interest-
ed in finding high-impact innovations as opposed to
new-to-the-world innovations that can be incremental
in nature. There have been few high-impact product or
service innovations in China that were also new-to-
the-world, and hence scholarly attention has been
drawn away from new-to-the-world innovations.

Some scholars see the nature of China’s authoritarian
capitalism (Redding and Witt 2007, Redding 2016) as
the root cause of few high-impact new-to-world inno-
vations in China. The authoritarian capitalism is
marked by low institutionalized trust—that is, trust in
the overarching formal and informal institutions, which

according to Redding (2016) makes it very difficult for
Chinese firms to coordinate employees and third par-
ties to handle the complexity involved in new-to-the-
world innovations (Apple needed to orchestrate a
large number of employees and suppliers to be able
to bring out the iPhone). Chinese firms are predis-
posed to eschew complexity by opportunistic copy-
ing, which requires less coordination. If undertaking
R&D, they are prone to confine it to incremental im-
provement of production processes and to a few ca-
dres whom the top management have interpersonal
trust in.

Evolutionary theory holds that innovations emerge
in an industry as a result of large number of trials and
failures within a firm and the industry, as well as a vir-
tuous coevolution between the industry and institutions
(Campbell 1960, Nelson and Winter 1982, Nelson 1994,
Malerba and Orsenigo 1996, Mowery and Nelson 1999,
Murmann 2003, Lewin and Massini 2004). A firm
adapts its capabilities to environmental changes (be the
market, technological, or institutional) through routines
that are formed and changed slowly by a path-
dependent and locally bounded learning process based
on trial-and-error and vicarious experience (Campbell
1960, Cyert and March 1963, Aldrich 1979, Nelson and
Winter 1982, Gavetti and Levinthal 2000, Greve 2003,
Murmann and Frenken 2006). In the face of environ-
mental changes, different firms develop products
through their firm-specific routines, while not knowing
if their products will be popular with customers (the
process of variation [V]). A few firms gain market
shares at the expense of others; meanwhile, new firms
are attracted to enter the market and gradually displace
the uncompetitive incumbents (the process of market
selection [S]). Routines of the firms with the best prod-
ucts become dominant in the industry and continue
self-reproducing (the process of retention [R]) until en-
vironmental changes favor different firms with different
routines. These three processes, collectively known as a
market-based VSR process, drive the changes of market
shares, entry-exit and innovations within the industry,
and the emergence of new industries (Nelson and Win-
ter 1982, Malerba and Orsenigo 1996, Murmann 2013).
To create more innovations in an industry, government
can facilitate the development of institutions that sup-
port market-based VSR process (Nelson 1993, 1994;
Mowery and Nelson 1999; Murmann 2003). With these
insights from the evolutionary theory, one can predict
that new-to-the-world innovations should emerge from
those industries in China’s transitional economy that (1)
emerge after China’s opening and reform in 1978, (2)
technological change is not strongly cumulative and
new entrants can get to the knowledge frontier relative-
ly fast (Lee 2016), and (3) that have few entry barriers
and hence intense rivalry to press or incentivize firms’
trial-and-error learning.
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However, what type of firms would bring about new-
to-the-world innovations? Previous research has shown
that innovative Western firms orchestrate massive trial-
and-error processes in the form of R&D laboratories that
create many product ideas but just introduce a few into
the market. Murmann (2003) argued that the firm Bayer
became a leader in the synthetic dye industry from 1880
to 1914 by synthesizing a large number of dyes every
year, of which a much smaller number were tested exten-
sively and even fewer were finally launched. For exam-
ple, in 1906, Bayer synthesized 2,656 distinct dyes, tested
60 on a large scale, andmarketed 36 (Murmann 2003).

Early in our research into how Tencent was able to
create a new-to-the-world innovation, we realized
that coopetition dynamics within the firm seemed to
play an important role in why Tencent dominated the
IM sector in China for a long time.

Reviewing the existing literature on intrafirm coopeti-
tion, it becomes clear that one of the key reasons cited
for why economic transactions are organized within
firms and not markets is that it is easier to create and
maintain cooperation through hierarchical control
(Williamson 1975). However, scholars of large enter-
prises have observes that business units also compete
with one another (Birkinshaw 2001). Inspired by the
work on interorganizational coopetition (Brandenburger
and Nalebuff 1996, Hoffmann et al. 2018), scholars have
begun to use the conceptual framework of coopetition
to illuminate market-like dynamics within individual
firms (Tsai 2002, Luo 2005).

This intrafirm coopetition literature has highlighted
that introducing competition into a firm involves com-
plex tradeoffs, requiring managers to carefully weigh
benefits against costs before deciding to encourage in-
trafirm competition. The managerial motivations of
making units within firms compete one another can be
(1) to challenge the status quo by allowing multiple
units to tackle a problem, thereby (2) to increase the
flexibility of the firm as a whole, and (3) to increase the
motivation of both units that compete with one anoth-
er (Birkinshaw 2001). The positive benefits of intrafirm
coopetition are theorized to be faster organizational
learning through more experimentation, faster adapta-
tion to changing environments, and a higher motiva-
tion to better understand what the more successful
unit is doing and imitate the achievements. On the
cost side of allowing two units to compete with one
another are (1) duplication of efforts, (2) the potential
confusion of customers, and (3) internal conflict about
many issues ranging from resource allocations and re-
source sharing to charter overlap (Birkinshaw 2001,
Birkinshaw and Lingblad 2005).

To ensure that the benefits outweigh the costs of in-
ternal coopetition, scholars have highlighted that the
firm’s top leadership needs to carefully manage this
relationship through formal and informal controls

(Tsai 2002, Luo 2005). Song et al. (2016) argue that this
can be achieved for example by transferring manage-
rial personnel between headquarters and business
units to develop a shared purpose even though head-
quarters emphasized performance-based rewards for
business units focused on the profits of the individual
unit and not the corporation as a whole. Theorists
of intrafirm competition have also emphasized that
intracompetition is most useful when market and tech-
nological uncertainty is high, which often occurs in the
early stages of an industry or product class
(Birkinshaw and Lingblad 2005). The most detailed em-
pirical study of intrafirm coopetition to date has been
of Samsung by Song and Lee (2014) and Song et al.
(2016). The study showed that Samsung increased its
invention capability by letting different businesses
compete with one another in the R&D stage.

There has been an increasing interest in the innova-
tive capacity of Chinese firms (Lewin et al. 2016), but
we know little about what processes may enable
Chinese firms to create new-to-the-world innovations.
Although the intracoopetition literature has already
documented that coopetition at the level of R&D can
increase a firm’s inventiveness, we are not aware of
any study that has analyzed intrafirm coopetition in
product markets as a mechanism to create new-to-
the-world innovations. Our study seeks to illumi-
nate how this form of intrafirm coopetition emerges
and can be successfully managed within a firm, giv-
en the inherent tensions of competing and cooperat-
ing at the same time.

Setting, Methods, and Data
An inductive historical case study is appropriate to
build theory about “how” and “why” emerging com-
plex phenomena occur and evolve (Eisenhardt 1989,
Langley 1999, Winter 2012). We carried out the study in
two stages. In stage one, we searched extensively in the
Chinese economy for a clear case of new-to-the-world
innovations. As mentioned earlier, we found that the
existing literature on innovative Chinese products pre-
sented very little comparative data ensuring that the
products were not imitations of non-Chinese pioneers.
For this reason, we took great pains to ensure that We-
Chat is a clear example of Chinese new-to-the-world in-
novations by comparing its development timeline with
those of its rival products worldwide. In stage two, we
analyzed the process ofWeChat’s development to theo-
rize what micro-organizational mechanisms drive its
innovativeness and may drive Chinese new-to-the-
world innovations in other sectors. We do not claim the
same mechanism will underlie all Chinese new-to-the-
world innovations. Our detailed case study has uncov-
ered one interesting theoreticalmechanism that in prin-
ciple can be used by other firms in and out of China.
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Research Setting
We grounded our research in the IM sector for two rea-
sons. First, WeChat became a rare Chinese new-to-the-
world technological product innovation with global
impact. Many IM products around the world have
been imitating it “to become the WeChat of the west”
(Livingston 2014). It is easier to detect causal mecha-
nism with extreme cases. Second, this sector is new
and subject to fewer national or regional institutions
than older sectors in China (Jiang andMurmann 2012),
thus allowing us to extract micro-organizational fac-
tors while ruling out higher-level confounders to ex-
plain the association between the intrafirm coopetition
process andWeChat’s increasing novelty. For instance,
foreign IMproducts have been competing in this sector
on an equal footing since day 1 rather than being
blocked off by the Chinese government’s censorship as
with search engine and newswebsite sectors.1

To provide context to our research setting, we briefly
sketch the history of how WeChat emerged as a new-
to-the-world innovation from the Chinese IM sector
across four periods that witnessed different enabling
technologies. WeChat was not the first IM product in
the sector nor the only IM product of Tencent. It was

developed as one of the two internal competitors of
Tencent’s core incumbent IM product (Mobile QQ) in
the most competitive period of the Chinese IM sector.
WeChat became increasingly novel under the pressure
of sector-level competitive dynamics and intrafirm
coopetition dynamic.

Founded as an IM service provider in 1998, Tencent
developed four generations of IM products along
with the four distinct waves of entry in the Chinese
IM sector (Table 1). When the first wave began with
the entry of an Israeli computer-based IM app named
ICQ in 1997, because of the diffusion of computer-
based Internet technologies from Western countries to
China, Tencent emulated ICQ and introduced a
computer-based IM app called QQ. This was the fifth
entrant in the Chinese instant messaging sector. QQ
became the market leader within nine months because
of its user friendliness built by fast incremental inno-
vations (Wu 2016).

In the second wave driven by China’s development
of 2G mobile Internet (2000–2008), a new type of IM
app, capable of running on functional mobile phones
through the wireless application protocol (WAP),
emerged and coexisted with computer-based apps.

Table 1. Evolution of Tencent’s IM Products in Their Technological Context in China

1990–1999 2000–2008 2009–2013 2014–present

Enabling
Technology

Computer-based
Internet

Computer-based Internet;
2G mobile Internet

Computer-based Internet;
2G and 3G mobile Internet

Computer-based Internet;
2G, 3G, and 4G mobile Internet

IM product
evolution

Computer-based apps
(emerging in 1997)

Computer-based apps;
Functional mobile phone-

based WAP apps
(emerging in 2000)

Computer-based apps;
Functional mobile phone-based

WAP apps;
Smartphone-based OTT apps

(emerging in 2010)

Computer-based apps;
Smartphone-based OTT apps

Tencent’s
IM products

Computer-based QQ
(1999)

Computer-based QQ;
Functional phone-based

Mobile QQ (2000);
Computer-based and

Functional phone-based
TM (2004)

Computer-based QQ;
Smartphone-based Mobile QQ

(April 2011);
Computer-based and Functional

phone-based TM;
Computer-based and Functional

phone-based QQ International
(Dec 2010);

Smartphone-based QQ
Addressbook (2010-Feb 2011);

Smartphone-based WeChat (Jan
2011);

Smartphone-based QQ Talk
(Aug 2011);

Smartphone-based QQ Lite
(Nov 2013)

Computer-based QQ;
Smarphone-based Mobile QQ;
Computer-based and Functional

phone-based TM (2004-Sep
2017);

Computer-based and Functional
phone-based QQ
International;

Smartphone-based WeChat;
Computer-based and

Smartphone-based QQ Talk
(Aug 2011Aug 2016);

Smartphone-based QQ Lite;
Computer-based QQ Lite (Jan

2015-Apr 2017);
Computer-based and

Smartphone-based TIM (Mar
2017)

Notes. (1) The table is built on the authors’ summary of various public data (Lu 2017). (2) Mobile QQ was initially developed for functional
mobile phones and then switched to smartphones because of the popularization of smartphones in China. The first version of smartphone-based
Mobile QQ was launched for Android phones in April 2011, three months after WeChat. (3) TM, QQ International, QQ Talk, QQ Lite, and TIM
were developed for specific user groups to complement Mobile QQ. TM, computer-based QQ Lite and TIMwere for workplace communication,
QQ International for foreign users, QQ Talk for Tencent’s game players, and smartphone-based QQ Lite for Android phones with smaller
RAMs. The teams responsible for them belong to the same business unit that managed Mobile QQ. (4) TM and computer-based QQ Lite were
displaced by TIM in 2017. QQ Talk was displaced by a new game streaming app You Xi Shi Ke.
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Tencent’s Mobile QQ launched in April 2000 was the
first comer, followed by more than 30 foreign and do-
mestic entrants, including one sibling (named TM
[Tencent Messenger]) geared toward workplace com-
munication in the manner of Microsoft’s MSN Mes-
senger. Mobile QQ became the market leader and
Tencent’s core product over time, outcompeting MSN
Messenger and Skype that had significant market
shares in China in the early period (Table 2).

When 3G mobile Internet began to operate in China
in 2009, smartphones became increasingly popular
and induced third-generation IM apps born purely for
the over-the-top (OTT) services of smartphones. Be-
sides launching WeChat as China’s third smartphone-
based OTT player and a direct rival of Mobile QQ in
2011, Tencent strengthened the compatibility of Mobi-
le QQ to smartphones2 and complemented Mobile
QQ with three new smartphone-based apps targeted
at specific user segments (namely QQ International,
QQ Talk, and QQ Lite). Another new rival of Mobile
QQ, namely QQ Address Book, was aborted relatively
quickly because it lagged behind WeChat.

Since the birth of 4G mobile Internet in China in
2014, smartphone-based OTT apps have replaced
functional phone-based WAP apps and coexisted with
major computer-based apps to serve users anywhere
and anytime. Tencent’s WeChat has gained market
leadership from Mobile QQ and became the role mod-
el for all OTT apps around the world. Mobile QQ has
matured as a pure OTT app after a four-year struggle
and maintained the second-largest market share fol-
lowing WeChat, whereas three apps (namely TM, QQ
Talk, and computer-based QQ Lite) were displaced by
two new entrants (namely computer-based and
smartphone-based TIM; Tables 1 and 2).

Data Collection
We carried out two major rounds of data collection
from October 2014 to January 2017. The first round
(October 2014–April 2015) was an open-ended search
to first validate that WeChat qualifies as a new-to-the-
world product innovation and then to obtain retrospec-
tive and real-time accounts of why this new-to-the-
world innovation emerged from Tencent and not other

Table 2. Top IM Players in the Chinese Market by Reach (Unit: Percentage)

Firm IM App Nov 2006 Dec 2009 Dec 2011 Dec 2013 Apr-May 2014 Oct-Nov 2015 Dec 2016

Tencent Mobile QQ 93.6 97.4 99.5 85.0 77.8 90.3 87.0
Microsoft Mobile MSN Messenger 38.4 15.3 8.5
Sina UC 2.6 10.6
Skype Mobile Skype 2.5 2.2 2.0 1.8 1.4
NetEase PoPo 2.2 3.8
Alibaba Mobile Aliwangwang 1.8 17.4 9.4
Yahoo Yahoo! Messenger 1.0 4.6
Mirabilis ICQ/ICQ Lite 1.0
Google Google Talk 0.6
Alibaba Maoyitong 0.4
China Mobile Mobile Fetion 0.1 20.5 23.8 15.0
Baidu Hi 19.8 6.9
Tencent WeChat 63.0 65 81.6 95.6
Alibaba Wangxin 26.0 20.7 20 26.6
Alibaba Laiwang 1.0 2.7 2.7
China Telecom Yixin 3.0 2.7 4.5
Momo Momo 8.0 10.2 18.9 17
Xiaomi Mi Talk 2.9 3.3
China Mobile Feiliao 9.8 8.6
Line Line 1.8 2.2
YY YY/YY Voice 17.0 14.8 21.4 21.2
Tencent QQ Talk 5.6 9.3 10.6
Renren Renren Desktop 5.0 4.2 3.3
Sina Wemeet 1.5 1.7
WhatsApp WhatsApp 0.6 1.6

Others 1.1 2.5

Notes. (1) Data source: China Internet Network Information Center (2006, 2009, 2012, 2013–2017). The center collected data by randomly making
phone calls to mobile phone users in mainland China and asking them questions. All data in the table is drawn from the reports, except that data
in 2013 is estimated by the authors based on a graph in the report. Data in 2006 shows what percentages of respondents used the app in the past
one month, and data in other years shows how many percentages of the survey respondents used the app in the past six months. But data in
2013 is the authors’ rough estimation based on the graph in the report. (2) The data in 2006 and 2009 include both computer-based and functional
mobile phone-based versions of the apps, whereas data afterward includes only functional mobile phone-based or smartphone-based versions
of the apps. The data of Mobile QQ in 2009, 2015, and 2016 also includes users of TM that Tencent launched in 2004. (3) A blank cell means that
the apps were either not launched by then or had a negligible number of users at that point.
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firms. As innovation is driven by factors inside and
outside a firm, we collected data on the macro-
environment influencing the Chinese IM sector (e.g.,
government regulations, infrastructure development),
market competition within the sector (e.g., user
growth), firm-level and business unit-level resources,
processes, and events (e.g., R&D team sizes, business
strategies, organizational structure, product develop-
ment practices). The critical data to qualify WeChat for
having new-to-the-world features come from the re-
lease notes of different versions of the apps in Apple
iPhone store, Android store, and Tencent’s official web-
site3 and 50 other sources used for confirmation (see Ta-
ble 3 for our main data sources). Because each release
note in the app stores has a date, we could reconstruct
whenWeChat and its competitors first introduced new
features. This showed that many features were first in-
troduced in WeChat and not by rival products within
Tencent or other global competitors (see Table 4 and
Online Appendix, Table A1).

To explain how Tencent created WeChat as a new-
to-the-world innovation, we used extensive data from
public sources. Because WeChat became so famous in
China, managers of WeChat gave many public
speeches on the history of the product, and books and
articles have been written about Tencent and WeChat.

We complemented and triangulated this public data
with four semistructured interviews of four depart-
ment managers of Tencent in January 2015. We miti-
gated biases related to interviewees’ “impression man-
agement and retrospective sense-making” (Eisenhardt
and Graebner 2007, p. 28) in multiple ways. We chose
one manager from Tencent’s headquarters, two from
the WeChat team, and one from another division who
worked on a daily basis with both the WeChat team
and the Mobile QQ team. The two managers outside
the WeChat team witnessed WeChat’s first four years,
and one published a case study on WeChat’s innova-
tion process (Luo et al. 2014). We also did interviews in
three cities. Moreover, we asked interviewees the same
set of key questions (see our main questions to Inter-
viewee 1 in the Online Appendix, Part I), requested
them to describe factual evidence, and cross-validated
their answers with one another and archival data. To
examine what drives WeChat’s innovativeness rather
than its market growth, we focused interviews on the
first two years from WeChat’s birth, when WeChat
had not gained supremacy in the market yet. We had
permission to audio-record four interviews and took
notes of one interview. We transcribed the interviews
and deidentified the interviewees as requested. We
also wrote memos right after interviews.

Table 3. Main Archival Data and Interviews in Three Rounds of Data Collection

Data type Quantity Data type Quantity

Archival data Main products’ timelines 54 Main products’ market growth
statistics

28

IM sector analysis reports 113 Independent databases of IM
sector dynamic

2

Industry experts’ observations 111 Journalist reports 142

Documentaries 1 Company quarterly and annual
reports

16

Tencent top- and midlevel
managers’ speeches and
interviews in the media

45 Tencent employees’ blogs 18

Official firm history of Tencent 1 Published books on Tecent and
its products

8

Peer-reviewed journal articles 19 Teaching cases 11

No. Venue and date Length (min) Interviewee Business unit Office location
Employers before
joining Tencent

Interviews I1 Beijing, Jan. 11, 2015 85 Interviewee 1 Online Media
Group

Shenzhen Baidu

I2 Guangzhou, Jan. 20,
2015

95 Interviewee 2 WeChat Group Guangzhou Huawei

I3 Guangzhou, Jan. 20,
2015

30 Interviewee 3 WeChat Group Guangzhou Emerson

I4 Guangzhou (by phone
call), Jan. 21, 2015

40 Interviewee 4 Financial Dept. of
headquarters

Shenzhen Huawei

I5 Shenzhen, Dec. 7, 2015 30
I6 WeChat, May 31, 2016 29

Notes. Interviewee 1 quit Tencent to start his business in 2014. He published a case study onWeChat innovation in a top Chinese journal in 2014
(Luo et al. 2014), for which he interviewedWeChat Group and Tencent mid- and high-level managers from July 2012 to Oct. 2013 and analyzed a
large amount of Tencent’s archival data. We triangulated his data with our interviews and archival data. I4, I5, and I6 are all with Interviewee 4.
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The second-round data collection (June 2015–
February 2017) tried to gain more details on Tencent’s
intrafirm coopetition dynamic and organizational practi-
ces of the WeChat team and the Mobile QQ team, given
that our first-round data analysis (October 2014–May
2015) suggested that the competition (and cooperation,
although less evident) between the WeChat team and
the Mobile QQ team and the organizational practices of
the WeChat team were important to WeChat’s innova-
tiveness. The competition between the two teams was
so intense and its outcome uncertain that Tencent
avoided disclosing information to outsiders to prevent
stock price plummet (interview (I)1, I2, I3, I4, I5). It was
not until May 2015 that Tencent executives began to re-
call the competition history in small events, and it was
not until October 2015 that the Mobile QQ team’s core
members recalled their five-year struggle along with
WeChat’s growth in an in-depth report. We thus collect-
ed further data from public resources and triangulated
it with two interviews (I5, I6). We stopped data collec-
tion until we reached theoretical saturation in building
the intrafirm coopetition account.

Data Analysis
We did data analysis simultaneously with data collec-
tion in two steps. First, we justified that WeChat quali-
fies as a new-to-the-world innovation, and second, we
used the “Gioia approach” (Gioia et al. 2013) to induc-
tively build theory about what organizational mecha-
nisms drive WeChat’s innovativeness. Given that the
first author has worked extensively with evolutionary
theory, we looked in our data collection process for data
that could support or disconfirm evolutionary theory.
We use the label inductive here to signify that we were
open to discovering new constructs as opposed to simply
testing existing constructs. The second step involved re-
cursive cycling among data, coding, related theories and
the emerging theoretical framework. In the first-order
analysis, we manually extracted all plausible causal fac-
tors of WeChat’s innovativeness from the raw data and
then cross-validated them, abandoning those inconsis-
tent across data sources and those accounting for We-
Chat’s market growth but not its innovativeness. In the
second-order analysis, we categorized the retained fac-
tors into second-order theoretical themes and ranked the
themes in line with their importance to answering why
WeChat rather than others became the innovation leader
and why WeChat emerged within Tencent but not from
other firms. Next, we distilled the themes into second-
order aggregated dimensions, iterated between the di-
mensions and cornerstones of main organization theories
to build an integrative framework.

We ensured internal and external validity of data
analysis in multiple ways. The two authors indepen-
dently worked out one version of first-order analysis
and second-order theoretical themes, then discussed

them to resolve discrepancies. For raw data in Chi-
nese, the bilingual author translated it to English and
then discussed with the other author the theoretical
interpretation. We also checked key theoretical themes
with Interviewee 4. To integrate aggregated dimen-
sions in one framework, we tried different ideas and
finally settled on a three-level evolutionary frame-
work underpinned by intrafirm coopetition and orga-
nizational features. We refined the parsimony and rig-
or of our framework by obtaining multiple rounds of
feedback from other scholars. Our current data struc-
ture is shown in Figure 1.

Empirical Findings
WeChat: A Chinese New-to-the-World Innovation
Our comparison across products popular in China and
the world shows that WeChat qualifies as a new-to-
the-world combination of existing resources. Albeit a
latecomer, within four years, WeChat created a num-
ber of functions never before available in IM products
by integrating into IM products various functions that
previously existed only in other contexts (as detailed
in Table 4). By doing so, it moved within four years be-
yond an IM app and to an open-ended ecosystem. It
accommodated diverse individual and organizational
users through its inclusive IM-based functions ranging
from communication, social networking, media, enter-
tainment, smart life, and online-to-offline commerce4

(illustrated in Online Appendix, Figure A1).
Since 2013, WeChat has become a role model for IM

products around the world. The international players—
for example, Kik Messenger, Facebook Messenger,
Snapchat, among others—have scrambled to emulate
WeChat’s innovative transformation from a simple IM
app to an open ecosystem (Livingston 2014; Fong 2015;
Griffith 2015; Olanoff 2015; The Economist 2015b,
2016).5 A recent case study by Birkinshaw et al. (2019)
has come to similar conclusions.

Nested Organizational Mechanisms Shaping
WeChat to a New-to-the-World Innovation
We built a nested coopetition-based evolutionary
framework to explain what organizational mecha-
nisms drove WeChat to be a new-to-the-world IM
product innovation (Figure 2). In the framework, a hi-
erarchy of VSR processes spanning sector, firm and
business-unit levels jointly laid the foundations for
WeChat to become a new-to-the-world innovation
(Figure 3). The three VSR processes were underpinned
by Tencent and its business units’ organizational capa-
bilities and other organizational features that sup-
ported coopetition among business units. What is new
compared with earlier research (Murmann 2003) is at
the level of the firm where distinct business units are
standing in a coopetitive relation. Two other factors,
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namely the network effect of the user bases of WeChat
and Tencent’s other products, and leadership of the
WeChat team and Tencent also played a role but were
not as important as those in the framework (Figure 3).
We explain this more later.

The three-level VSR processes result from China’s
technological environment change (Table 1) and a rela-
tively unregulated institutional environment sur-
rounding the IM sector that allowed entry and exit on
a scale not documented previously in the literature.
The rapid development of China’s mobile Internet in-
frastructure and technologies led to exponential
growth of smartphone users since 2009 (China Internet
Network Information Center 2006, 2009), which fore-
shadowed a large emerging market for smartphone-
based mobile Internet products. Few institutions in
China constrained entry into IM sector, enabling a
large number of Chinese and foreign firms to offer
quickly smartphone-based IM products, including
Tencent putting into the market multiple products de-
veloped by different teams. It is important to stress
that other sectors in China were strongly protected
and prevented new entry of firms such as in the neigh-
boring telecom carrier sector, which is dominated by

three state-owned enterprises (SOEs), namely China
Mobile, China Unicom, and China Telecom.

We will next flesh out our framework by articulating
the VSR processes at the sector, firm, and business-
unit levels in turn because they set the backdrop for
one another. Within the firm-level VSR processes, we
highlight how intrafirm coopetition dynamic under-
pinned and interwove with the sector- and business
unit-level VSR to impact jointly WeChat’s innovative-
ness (Figure 3).

Sector-Level Market-Driven VSR Process. WeChat’s
innovativeness derives partly from the VSR processes
shaping the Chinese IM sector. The VSR processes at
this level is characterized by themassive and fastmarket
entries and exits of products from diverse countries, as
can be seen from the appearance and disappearance of
products in Table 1 and 2. Beginning with five entrants
in the first two years (1997–1999), the sector then at-
tracted more than 30 new apps between 2000 and 2005,
such asMicrosoft’sMSNMessenger, Yahoo!Messenger,
and computer-based Skype. Entries flourished with the
start of 3Gmobile Internet operation. From early 2009 to
August 2012, smartphone-based apps alone increased

Figure 1. Data Structure
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from about 50 (iResearch Inc. 2006–2014) to 91. As of Au-
gust 2013, 79 of the 91 incumbents remained; mean-
while, 60 new players emerged. One year later, 25 of the
79 incumbents and 35 of the 60 new entries exited the
market, including Samsung ChatON, Google Voice,
Google Hangouts, Tango, and AOL AIM. Meanwhile,
45 new entrants emerged (see Online Appendix, Figure
A2 and Table A1).

The intensity of entries and exits in the IM sector is
unusually high compared with those of similar
Internet-related sectors in China. For instance, the so-
cial networking services sector (which includes prod-
ucts like Facebook) saw 5 exits out of 18 incumbents
and 11 new entries in August 2013 and then 15 exits
and 21 new entries in August 2014 (see Online Appen-
dix, Table A2). Likewise, the microblogging sector (in-
cluding Twitter-like products) saw 1 exit out of 13 in-
cumbents and 6 new entries in August 2013 and then 7
exits and 2 new entries in August 2014 (see Online
Appendix, Table A3).

WeChat competed in the intense sector-level VSR
process by rapidly and constantly enhancing its fea-
tures with novelties. Within five months from its birth
(January–June 2011), WeChat underwent seven major
updates that focused on IM function but offered multi-
ple features never before available in IM products
(see Online Appendix, Figure A1), such as a proprietary
voice recognition technology (WeChat Group
2011–2017, Achan 2013, Sun et al. 2014) to allow users
to input text messages via speaking or to convert voice
messages into texts when it was inconvenient to play
voice messages. Still in 2011, WeChat expanded func-
tions to social networking, smart life, and entertainment
(Table 2), many of which were unavailable in rival
products from all over the world. By doing so, WeChat
outperformed the largest smartphone-based incumbent
(i.e., MiTalk by the smartphone manufacturer Xiaomi)

(I3; Luo et al. 2014, Yang et al. 2016) and gained market
share from functional phone-based incumbents, includ-
ing its older sibling Mobile QQ and the external rival
Fetion, owned by the giant telecom carrier China Mobi-
le (see Table 2 and Online Appendix, Table A2).

Flourishing in the sector-level VSR process gave We-
Chat the resources and credibility to survive Tencent’s
internal firm-level VSR process. To survive the com-
petitive industry, WeChat instituted a within-team
VSR process that allowed it to absorb external knowl-
edge (from the sector and Tencent’s other divisions)
and recombine them to create WeChat’s new-to-the-
world features. We will next cover the firm-level VSR
processes and then move to WeChat business unit.

Firm-Level Coopetition-Based VSR Process and Orga-
nizational Capabilities. Tencent top management initi-
ated the coopetition-based firm-level VSR process be-
cause they perceived a crisis that its Mobile QQ
seemed unable to address. Fast smartphone user
growth from 2009 onward intensified competition
among mobile Internet products. This occurred in IM,
social networking and other product classes and it did
not matter whether the underlying technology was
functional phones or the new smartphones. The reason
was that all the products competed for users’ attention
(minutes per day spent), storage on the phone, and In-
ternet data consumption. For example, China’s first
Twitter-like smartphone product—Sina Weibo ap-
peared in 2009 and rapidly grabbed a fewmillion users
from Tencent’s largest functional phone-based apps:
Mobile QQ and two others. As users were the source
of Tencent’s profit and Mobile QQ contributed the
largest number of Tencent’s users, Tencent’s leader-
ship was deeply concerned with the competition by
Sina Weibo.6 Believing “It was a life-or-death
moment,” Tencent executives “disregarded

Figure 2. Our Theoretical Framework ofWhat DrivesWeChat’s New-to-the-World Innovativeness

Note. The foci of this study are highlighted in gray.
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duplication concerns” (HKU DreamCatchers 2015,
minutes 24’36’’–26’10’’) and encouraged the formation
of rival product development teams to create more ap-
pealing IM products (I2). Thus, in 2010 “Three teams in
our firmwere developing theWeChat-alike [IM] prod-
ucts simultaneously” (I1, HKU DreamCatchers 2015,
minutes 24’36’’–26’10’’), namely the Mobile QQ team
optimizing the incumbent Mobile QQ for smartphone
use (exploitation), a team developing QQ Address
Book that combines phonebook management func-
tions and IM features (exploration), and the WeChat
team developing WeChat as a purely smartphone-
based IM app (exploration). The three teams belonged
to two divisions located in three cities: The Mobile QQ
team in Shenzhen and the QQ Address Book team in
Chengdu were underWireless Internet Business (WIB)
division in charge of all IM products but computer-
based QQ, and the WeChat team in Guangzhou was
under the firm-level R&D division and responsible for
email rather than IM products. Being flush with re-
sources, theWIB division is said to have had unlimited
budget for theQQMobile andQQAddress Book prod-
ucts, whereas the WeChat team got ¥100 million for

WeChat (Huang 2012, Yang et al. 2013, Luo et al. 2014,
Li 2016b, Yang et al. 2016). The three teams were ex-
pected to simultaneously compete and cooperate with
one another to improve their apps’ competitiveness
andwin back user attention from rival firms (I3).

This cross-unit coopetition persisted from then until
now with changing intensity and balance, helping the
WeChat team to increase WeChat’s new-to-the-world
features over time.

WeChat Infancy: Strongly Competition-Dominant
Coopetition. The coopetition began in October 2010 as
competition-dominant, meaning that the teams com-
peted intensively but hardly cooperated with one an-
other. This form occurred because the three apps were
targeted at the same market and Tencent adopted the
market selection rule that “Who outperformed others
[in the market] would win [firm resources]” (HKU
DreamCatchers 2015, minutes 24’36’’–26’10’’). The
three teams independently developed the apps, pro-
moted them to users, and secured complementary as-
sets of key suppliers (mainly telecom carriers’ mobile
Internet resources). “The tension between them was as

Figure 3. (Color online) Three-Level VSR Processes DrivingWeChat’s Innovativeness
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intense as that with external enemies” (Wu 2015). Co-
operation was minimal, but they could gain basic tech-
nologies and infrastructures from the firm-level R&D
division and shared knowledge from a firm-wide
knowledge-sharing platform (I1, I2).

WeChat was officially launched four months later
(on January 21, 2011) and accumulated users fast
without leveraging the user base of Tencent’s incum-
bent products. QQ Address Book did not get traction
with early users. Thus, top management decided to
abort the rollout of QQ Address Book on a large scale
while allowingWeChat to coexist in the marketplace with
Mobile QQ (I6; Tencent Science and Technology 2013,
HKU DreamCatchers 2015, minutes 25’16’’–27’20’’). Since
then, the competition between WeChat and Mobile
QQ has never ended, unlike in previous examples of
intrafirm competition documented in the literature
where competition was stopped at the R&D stage
and one product was selected for commercialization
(Song et al. 2016).

WeChat Childhood: Balanced Coopetition. Since the
release of the third version of WeChat two months lat-
er (in March 2011), Tencent top management pushed
the WeChat team and the Mobile QQ team to increase
cooperation such that it was roughly as intense as
competition between them. Tencent expected this
balanced-strong coopetition to speed up WeChat’s
growth and curtail the growth of Sina Weibo. The We-
Chat team leveraged both the competition and cooper-
ationwith theMobile QQ team to strengthenWeChat’s
innovativeness.

Technological competition centered on features and
version update strategies of WeChat and Mobile QQ.
The WeChat team constantly developed novel fea-
tures to distinguish WeChat from all internal and ex-
ternal rivals. They transformed WeChat into an eco-
system offering many new functions in this period
(see Table 4 and Online Appendix, Figure A1). Mean-
while, Mobile QQ imitated WeChat and launched
some features earlier or never available in WeChat
(see Online Appendix, Table A1, for a detailed com-
parison between the two apps over six years). The
WeChat team was always first to launch new versions
for Apple’s iOS system, whereas the Mobile QQ team
always prioritized Google’s Android system. Tencent
top executives also put extra competitive pressure on
the teams, for example, ordering both to launch the
same embedded game on the same day and WeChat
to launch the feature of making payment by bank
cards earlier than Mobile QQ (Zhai 2015).

The two teams also cooperated in technologies while
competing with each other. The Mobile QQ team al-
lowed WeChat to imitate the most popular features of
Mobile QQ and to use its location-based-services (LBS)
backbone to develop new features (WeChat Group

2011–2017, Hexun.com 2013, Sun 2013, The Informant
2013, Jaxon 2014, Zhai 2015). In turn, the Mobile QQ
team could use technologies developed by theWeChat
team (I1; Jaxon 2014, Qin 2014), discuss user experience
and user demands with it (Jingyu cupl 2013, Chen
2014, Ye 2014), and copy WeChat’s features (Mobile
QQ Team 1998–2017, Jingyu cupl 2013, He and Song
2014, Luo et al. 2014,Wang 2014, Zhai 2015).

Coopetition in product promotion means that the
two teams not only competed for but also facilitated
market growth of the two apps. As users of the two
apps largely overlap, the teams competed with differ-
ent strategies to enlarge user bases. The WeChat team
highlighted WeChat’s novelty and user-friendliness to
businesspeople, whereas the Mobile QQ team lever-
aged the large existing user base of Mobile QQ to pro-
mote its network effect. After WeChat experienced the
first user explosion in May 2011, in June 2011 Tencent
top management ordered the Mobile QQ team to pop-
ularize WeChat through its own user base (Huang
2012, Sun 2013, The Economic Observer 2013, The In-
formant 2013, Li 2016a, Wu 2016), which “brought a
large number of users toWeChat” (Wu 2016, p. 741). In
turn, WeChat enabled a Mobile QQ user to add a We-
Chat user as her Mobile QQ friend and allowed a We-
Chat user to forward her WeChat posts directly to Mo-
bile QQ friends, which helped Mobile QQ to gain new
users.

The two teams both relied on the telecom carriers’
mobile Internet networks, and the WIB division aided
WeChat in this period against competitive attacks from
the telecom carriers (Hexun.com 2013, The Economic
Observer 2013). At this point, WeChat users could call
and message friends using free Wi-Fi, thus reducing
the use of telecom carriers’ paid telephony andmessag-
ing businesses, as well as IM apps that were not as
user-friendly as WeChat (e.g., Fetion launched by
China Mobile in 2007). To protect their business, car-
riers cut off the networks that WeChat used and asked
the government (which owns the carriers) to support
the move. When the government investigated this
move, the WIB division helped the WeChat team to
meet with government officials. This helped WeChat
avoid being banned by the government (Yang et al.
2013). The leader of the WIB division also personally
trained government officials on how to use WeChat
(Hexun.com 2013). The support from the WIB division
came as a surprise because the division had avoided
adapting Mobile QQ too much to smartphones and
even held back the development of QQ Address book.
Its purpose was to maintain its decade-long profitable
business with telecom carriers built on Mobile QQ
and other functional mobile phone-based apps. These
apps charged users for membership and telecom car-
riers charged Tencent for a commission fee from this
business. The reasons why the WIB division protected
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WeChat from carriers’ attacks included Tencent top
management’s mandate, the division’s intention to sus-
tain the Tencent’s overall growth, and the division
leader’s personal acceptance of WeChat as a very good
product.

As the coopetition proceeded, WeChat became in-
creasingly innovative and market selection caused its
user base to grow dramatically at the expense of inter-
nal and external rivals. For instance, many users of
Mobile QQ and Sina Weibo spent more time on or
completely switched to WeChat. Tencent leadership
used the signals of the market to select internal win-
ners and losers and modify the internal firm hierarchy:
in January 2013, the Mobile QQ team was merged
with the Social Network Group division responsible
for computer-based QQ; the development team that
two years earlier had developed the QQ Address Book
was merged into the WeChat team in March 2013 and
its aborted QQ Address Book app was resurrected and
repositioned as a telephony app in February 2014; in
May 2014, the WeChat team was upgraded from a
subdepartment of the firm-level R&D division to a
large new division namedWeChat Group.

WeChat Adolescence: Competition-Dominant Coo-
petition. From the establishment of the WeChat Group
onward, Tencent executives positioned WeChat and
Mobile QQ as twin ecosystems of Tencent’s mobile Inter-
net business and encouraged them to explore their own
path forward. The coopetition between the two teams
thus switched again to being competition-dominant
though not as strong as in the first period. The coopeti-
tion persists until now, stimulating WeChat to continue
to develop innovative features and helping Mobile QQ
to gradually differentiate itself fromWeChat.

The two teams stopped cooperation in product pro-
motion and competed intensively to counter the slow-
ing user growth, gain more user attention from rivals,
and accrue more advertising revenues. During every
Chinese New Year holiday, for example, the teams in-
dependently launched promotion campaigns to boost
user growth. Likewise, the teams no longer cooper-
ated to secure telecom carriers’ resources but instead
competed for the finite bandwidth of telecom net-
works by improving the two apps’ data transmission
independently.

Technologically, they not only competed but also co-
operated. They continued to exchange ideas and share
infrastructure for developing new features of the two
apps. Meanwhile, they deepened the differentiation
between the two apps through “respective foci and po-
sitioning” (I3), by “creating many innovations” (I2),
and developing common features “independently via
different paths” (Chen 2014). WeChat launched more
new-to-the-world features to expand its international-
ized ecosystem so that “everybody is able to use

[WeChat]” (Achan 2013, Penguin’s Ecosystem 2017) to
meet their daily needs. At the same time Mobile QQ
tried hard to regain momentum with emergent strate-
gies such as “focusing on youngsters, personalization,
and diverse social networking” (Tencent Science and
Technology 2014, Wang 2014) in 2014, and “making so-
cial networking fun and [optimizing user experience]
for specific communication needs” (e.g., sharing
screens with multiple users for video conference, re-
mote group learning, and up to 1-GB short-distance file
transfer) in 2016 (Wu 2016, p. 769–788; Penguin’s Eco-
system 2017). What we see here is that coopetition was
managed for the benefit of the firm. Although the two
apps competed for some users, by increasing the differ-
entiation of the two apps, Tencent won more users for
both apps. This allowed Tencent to outcompete other
firms, including Chinese telecom carriers that tried to
lure back customers with their own smartphone-based
IM apps such as Feiliao (Tables 2 and 4).

To summarize, the cross-unit coopetition process
changed in terms of the relative balance between com-
petition and cooperation. Tencent institutionalized
this coopetition by turning WeChat into a separate
business unit whose resources would no longer de-
pend on the central R&D budget. Both apps of Ten-
cent became more innovative through the coopetition.

Firm-Level Organizational Capabilities Underpinning
the Coopetition-Based VSR Process. Tencent has
leveraged the coopetition-based firm-level VSR process
to shape WeChat’s innovativeness. By contrast, one of
Tencent’ largest competitors—the big telecom carrier
China Mobile—failed to create IM product innovations
by intrafirm coopetition, because it appears to have
mismanaged the inherent tension of coopetition.7 Other
strong competitors such as Microsoft opted to avoid
the coopetition mechanism.8 So what are the reasons
that Tencent was able the harness this coopetition
when other firms seem to struggle with it?

The answer is that four key organizational routines
were already laid before WeChat had emerged. First,
the routine of exploitation and exploration in product
development already started in 2002. Besides appro-
priating the value of existing products, Tencent has al-
ways granted business units significant autonomy and
resources to develop new products, even if the new
products were beyond their charters. This is one main
reason why the WeChat team, although responsible
for email products rather than IM apps, was allowed
to develop WeChat. This also explains why Tencent
executives have not intervened in WeChat’s disruption
of Mobile QQ’s performance, but instead “let the two
products explore their own roadmaps on the premise
of satisfying user demands” (Wang 2014).

Second, a routine of product lifecycle management—
called Product Manager System by our interviewees
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and confirmed in Khanna et al. (2018)—was established
in 2003 to facilitate new product exploration. Since
then, Tencent has always permitted employees to set
up small teams for new product development. Once
the product gains popularity in the market, Tencent
promotes its team to a higher-level unit and authorizes
it to take full charge of the product until its demise.
Prominent examples of failed teams are Tencent’s Wei-
bo team (a version of Twitter) and the team that had de-
veloped the QQ Address Book. In this way, WeChat
team has grown from fewer than 10 people to a large
business unit withmore than 2,000 people.

Third, Tencent created a myriad of routines enabling
resource sharing across competing and noncompeting
business units, such as (a) continually funding firm-
level R&D division regardless of organizational
changes9 to ensure basic technologies and infrastruc-
tures are available to all business units; (b) a regulation
requiring all business units to share basic technological
modules with other units (I1); and (c) an internal mo-
bility mechanism (called Running Water Plan by our
interviewees) allowing teams to recruit members
throughout the firm with no barriers. Because of these
routines, “They [WeChat team] also used technologies
and modules of other business units” (I1); when We-
Chat grew at full speed from 2012 to 2013, a good num-
ber of Mobile QQ team members joined the WeChat
team (Qin 2014). As of 2015, “approximately 60% of
WeChat Group’s employees were recruited from the
internal talent market” (Li 2015).

Fourth, since the founding of Tencent, a positive
user experience was elevated to be a central selection
rule for intrafirmVSR process (I1–5;Wu 2016, Birkinshaw
et al. 2018). Because of this, when the user experience of
Mobile QQ in 2010 was judged as not good enough on
smartphones, Tencent topmanagement encouraged other
teams to create a smartphone messaging app. When the
coopetition dynamics created conflicts, the WeChat team
was allowed by top management to have its way as long
as the team could argue its moves would create a more
positive user experience (Song 2014b, Wu 2016). The We-
Chat team prioritized user experience over everything
else, which allowed them to generate many new-to-the-
world features of WeChat, as we will show next.

Business Unit-Level VSR Process and Organizational
Features. In the context of the sector- and firm-level
VSR processes detailed previously, the WeChat team
built fast and iterative VSR processes for product de-
velopment to continually create novel and user-
appealing features for WeChat. The selection mecha-
nism at this business unit level is a combination of
market selection, the team leader’s decisions, and feed-
back from a small number of test users. What is sur-
prising is how much the WeChat team used market

selection to push the product forward (this will be de-
tailed later).

The WeChat team’s origins was developing Ten-
cent’s email products for both PC and mobile phones.
In 2008–2010, team leader Allen Zhang foresaw that
smartphone use would take off and thus started to de-
velop two mobile apps. One was a mobile mail client
named Wapmail (for the Symbian OS). The other was
a mobile notebook for taking notes or writing memos,
named Mobile Notebook (for iOS). In late 2010, excit-
ed by Kik Messenger’s fast user growth, Zhang re-
quested Tencent CEO to authorize his team (only 10
members at this moment) to develop an IM app.
Upon approval, Zhang aborted the two mobile apps
and orchestrated the team to start developing WeChat
(Anonymous WeChat team member 2015, Li 2016a).

The WeChat team has used extensive VSR processes
during all R&D stages. The more innovative a feature
would be, the more rounds of selection it had to live
through before launch. For example, the “Moments”
feature, similar to social networking apps’ home-
pages, was finalized after more than 30 trial versions
in four months (Xiang 2013, Anonymous WeChat
team member 2015). To choose the best available on-
line-to-offline commerce apps to run on WeChat, the
team tested more than 120 candidates for 1.5 months
and abandoned the majority because they could not
gain momentum in the market (Song 2014a). Al-
though some of the apps were developed by other
Tencent business units, they “could not get any priv-
ilege” from the WeChat team and had to compete fair-
ly with all the third-party apps (He and Song 2014).
As team members summarized, “We allow product
revision even just 10 minutes ahead of the scheduled
launch” (Xiang 2013).

The VSR processes drove WeChat’s high frequency
of innovations in the first two years and team mem-
bers acknowledged that they could not predict how
WeChat would look in the next two months10 (Xiang
2013, Luo et al. 2014, Anonymous WeChat team mem-
ber 2015, Yang et al. 2016). Forty-four versions of We-
Chat were released to the market in the first year
alone (WeChat Group 2011–2017), which was far
more than those of strong incumbents and latecomers,
for example, six versions of Viber and seven of Face-
book Messenger and SnapChat (App Annie 2016).
Within 30 months, WeChat transformed from an IM
app to an all-in-one open-ended ecosystem (see Table 2
and Online Appendix, Figure A1). The WeChat business
group today still uses repeated VSR processes to expand
theWeChat features.

Organizational Capabilities and Features Support-
ing Business-Unit VSR Process. Multiple proinno-
vation organizational capabilities and features of the
WeChat team are crucial for the business-unit VSR
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processes to shape WeChat into a new-to-the-world in-
novation. The first is a routinized extreme emphasis on
a positive user experience, which is much stronger than
that of other business units of Tencent. It entails multi-
ple rules that collectively work as the selection mecha-
nism in the WeChat team. First, product design must
be as natural, simple, and humanized as possible; thus,
all the details of WeChat were polished iteratively to
perfection. For instance, how many menus and how
they should be displayed on WeChat’s main user inter-
face was reassessed repeatedly along with the increase
of WeChat’s features (I1; Yang et al. 2013, Sun et al.
2014). The Mobile QQ team, by comparison, at times
did not understand user demands as precisely as the
WeChat team, causing notable failures in some of Mo-
bile QQ’s new versions. For example, Mobile QQ V4.0
received 50,000 bad reviews from users on the day of
its launch (Chen 2014, He and Song 2014, Zhou 2014).
Second and more important, a positive user experience
always holds the highest priority whenever conflicts
arise. For instance, the WeChat team has persistently re-
fused to add features or third-party apps that would
hurt user experience, despite internal and external pres-
sures to monetize WeChat (I3; Global Entrepreneurs
2012, Achan 2013, Wu 2016). “At last an oral agreement
arose, stipulating that Pony [Tencent’s CEO] would not
request Allen [the WeChat team leader] to add any sin-
gle feature to WeChat within two years and nobody
else would make the same request” (I2).

The second includes a set of routines unleashing em-
ployees’ creativity, meaning that the WeChat team
stimulates members’ initiative and responsiveness by
building high-level trust, interactions, and efficiency.
Members were exempt from performance evaluation in
the first three years; a flexible working-hour mecha-
nism rather than 9 a.m. to 5 p.m. for all people has
been established since August 2011 (I2) (Anonymous
WeChat team member 2015); the hierarchy between
bottom employees and the top leader has remained no
more than three levels (I2, I3); and the team has been
organized as multiple small subgroups, with group
members swapped frequently to facilitate cross-group
interaction and to extend members’ skillsets (Global
Entrepreneurs 2012, Wu 2016). Meanwhile, two prod-
uct development cycles have persisted since early on,
playing a significant role in shaping WeChat’s novelty.
The first one is what the team calls an “around-the-
clock terminal development”mechanism, which means
that the team developed WeChat versions for smart-
phones based on Apple’s iOS, Google’s Android, and
Nokia’s Symbian operating systems concurrently (He-
caitou 2011, Wang 2015). The second one is what they
call “revolving development flow” that created a new
version of WeChat every 24 hours:

“Every morning the development group received the
product manager’s email outlining specific functional

requirements and then began development. At sunset
the group finished the new version, delivering it to
Allen and the product manager for evaluation. At
midnight Allen and the product manager finalized
new ideas, which sometimes changed to completely
new directions. Then the product manager broke the
ideas into specific functional requirements overnight
and emailed them to the development group at
dawn. A new flow begins’ (Anonymous WeChat
team member 2015).”

Third, a platform innovation strategy11 has been im-
plemented to develop and monetize WeChat, enabling
it to transform itself from an IM app to an open-ended
ecosystem. An illustration of this strategy is WeChat’s
online-to-offline commerce feature, for which the We-
Chat team has designed a sophisticated yet user-
friendly architecture allowing any organization to de-
velop its own hardware and software to run on We-
Chat (Anonymous WeChat team member 2015).
Hence, a virtuous self-reinforcing business ecosystem
centered on WeChat has been built, with diverse par-
ties “innovating independently while competing col-
lectively against other firms and/or ecosystems in the
relevant market” (Teece 2015, p. 1). By October 2015,
10 million official accounts ran on WeChat, offering di-
verse business or daily-life services (e.g., food delivery,
traffic infringement disposal), competing and comple-
menting traditional offline ecosystems (e.g., restau-
rants, government offices). WeChat’s success in this
platform strategy has triggered emulation from its ri-
vals. Mobile QQ, WeChat’s internal rival, allowed vari-
ous third parties to build on it and collectively create
“a 24-hour life circle that enables users to solve all
types of daily life problems in Mobile QQ anywhere,
anytime” (Zhou 2014). Foreign rivals such as Facebook
Messenger have also begun to implement the strategy.

Discussion
To identify organizational processes that enable Chi-
nese firms to create new-to-the-world innovations, we
carried out an historical case study on development of
WeChat in the context of its corporate parent, Tencent,
and the Chinese IM sector from its inception in 1997.
We used a historical case method because it is well-
suited to capturing more nuanced aspects of how a ca-
pability for new-to-the-world innovations arose in
China (Winter 2012, 2013).

The Western literature on new-to-the-world innova-
tions has stressed the degree to which a firm displays
a strong customer orientation as a key determinant of
being able to bring about new-to-the-world innova-
tions. As we saw, the WeChat team also displayed a
high sense of customer orientation (i.e., positive user
experience) and hence our study is consistent with
these earlier findings. But we also went beyond the ex-
isting Western literature by identifying two linked
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sets of mechanisms allowing WeChat to succeed as an
innovative IM product with new-to-the-world product
features. First, a nested, three-level hierarchy of VSR
processes (Figure 2) that were embedded in organiza-
tional capabilities and other organizational features at
the Tencent firm and the WeChat business unit level.
Second, a coopetition dynamic between rival business
units that was interlinked with the VSR processes at
the firm level. As we illustrate in Figure 2, this innova-
tion was made possible by rapid technological change
in China’s Internet and telecom space as well as Chi-
na’s institutional environment which afford the IM
sector freedom that was not afforded to many other
sectors dominated by SOEs.

A leading writer on evolutionary theory in social
sciences, Campbell (1960) predicted that innovative
individuals simply generate a larger number of ideas,
thereby increasing the likelihood that they will have a
good one, compared with less creative individuals.
He wrote: “The [… ] variation-and-selection-retention
model unequivocally implies that ceteris paribus, the
greater the heterogeneity and volume of trials the
greater the chance of a productive innovation”
(Campbell 1960, p. 395). Building on the emerging hi-
erarchical model of evolutionary change (Tushman
and Murmann 1998, Baum 1999, Van de Ven and
Grazman 1999), Murmann (2003, 2013) found in the
context of the synthetic dye industry that the idea of
Campbell (1960) could be moved to a higher level of
analysis to explain why some Western countries were
more successful in the dye industry (Germany and
Switzerland) and why some firms were more innova-
tive (Bayer, BASF Hoechst) by running more product
development projects. We extend this work showing
that a nested hierarchy of VSR processes at the busi-
ness unit, the firm, and the industry level (Figure 2)
can explain the emergence of a new-to-the-world in-
novation in a nonwestern context.

Past empirical research has documented coopetition
among units in a diversified firm for the purpose of de-
veloping alternative technologies at the precommercial
stage (Song et al. 2016). This literature echoes the even
earlier work that advocated parallel R&D on alterna-
tive solutions until uncertainty was resolved and it was
clear which technology was superior (Nelson 1961).

Our chief contribution in this paper is to document
and analyze coopetition at the firm level that institu-
tionalized both competition and cooperation processes
between two business units creating very similar prod-
ucts. We showed that initially three business units si-
multaneously competed and cooperated in developing
alternative IM products while allowing the market to
select the winner. After one of the IM products (QQ
Address Book) was selected out, Tencent then institu-
tionalized the coopetition between two business units
(Mobile QQ team and WeChat team). We bring more
nuance to the literature by detailing that the coopeti-
tion dynamic took place in three key areas: technology,
product promotion, and complementary assets of sup-
pliers. Furthermore, we show that the relative balance
between competition and cooperation and their inten-
sity changed over time (Table 5; Figure 2). We also
find additional evidence that top management guid-
ance and firm-level routines are essential in managing
the challenges of intrafirm coopetition.

Since the pioneering studies of Intel by Burgelman
(1991, 1994), there has been a growing awareness that
firms can be conceptualized as populations that them-
selves change through VSR processes (Murmann 2003,
Ocasio and Joseph 2008, Wu et al. 2020). In this per-
spective managers are not viewed as designing a par-
ticular solution to organizational problems but as de-
signers of an evolutionary system that is able to create
solutions that none of the managers know in detail in
advance (Levinthal 2017).

Table 5. Coopetition Between WeChat Team and Mobile QQ Team (November 2010 to the Present)

Time span
WeChat’s life stage
(and milestones) Coopetition form

Business units in
coopetition

Coopertion details

Area Competition Cooperation

19/11/10 to 21/
3/11

RandD start~V1.2
launch (2 million
monthly active
users)

Strongly
competition-
dominant

The WeChat
team, the
Mobile QQ
team, the QQ
Address book
team

Technology Yes Very little
Product promotion Yes
Complementary

assets of suppliers
Yes

22/3/11 to 7/5/
2014

V1.2 to V5.2.1
(Establishment of
WeChat Group)

Balanced The WeChat
team, the
Mobile QQ
team

Technology Yes Yes
Product promotion Yes Yes
Complementary

assets of suppliers
Yes

8/5/2014 to now V5.3 launch~now
(WeChat and
Mobile QQ as
twin nuclei)

Competition-
dominant

The WeChat
team, the
Mobile QQ
team

Technology Yes Yes
Product promotion Yes
Complementary

assets of suppliers
Yes
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Tencent top management gradually learned to har-
ness the coopetition dynamic as part of its evolutionary
system for transforming Tencent. There is no evidence
that Tencent learned about coopetition from another
firm or through consultants. It opted for coopetition
when in 2009–2010 it encountered a rapid user defec-
tion to rival firms because its incumbent core prod-
uct—the Mobile QQ IM app—failed to adapt well and
in a timely manner to the rise of smartphones. Re-
sponding this perceived crisis, Tencent top manage-
ment encouraged different teams to develop alternative
IM products for smartphones.

Tencent top executives did not know ex ante how the
coopetition process would function in detail, how they
should manage it or how positive the outcomes would
be. The WeChat team realized that smartphones were a
technological game changer to bring the Internet to mo-
bile phone users. However, the team itself was not too
optimistic in the first few months about the prospect of
its product, given Mobile QQ’s market dominance for
over a decade, the first-mover advantages of Xiaomi’s
MiTalk, and its lack of experience in IM product devel-
opment (Huang 2012, Xiang 2013, Song 2014a, Anony-
mous WeChat team member 2015, Wu 2016). The We-
Chat team, however, then built up its capabilities using
a large number of product feature trials that made it a
big success with Chinese users who were adopting
smartphones in exponential numbers. Although it had
manymore resources than theWeChat team, theMobile
QQ teamwas almost overwhelmed byWeChat between
2011 and 2013. What helped Mobile QQ is that Tencent
topmanagement required all business units to cooperate
and share basic technologies and infrastructures with
one another. Although Tencent institutionalized coope-
tition by elevatingWeChat to a large business unit, Ten-
cent management over time changed the relative mix of
competition and coopetition depending on what they
perceived to be beneficial for the firm as awhole.

It seems to us that Tencent was successful with its
attempt to harness coopetition partly because it has
possessed a number of organizational routines and
practices enabling it to overcome resistance to institut-
ing fierce competition among business units in the
same product space. For example, from 2002 onward,
it allowed teams to develop products beyond their
charters, and from 2003 onward, it let people set up
teams with new product ideas and create a new char-
ter on the product success in market. In that sense,
Tencent was already to some extent preadapted for
coopetition (Cattani 2006). For this reason, other firms
might find it more difficult to implement coopetition.
The existing literature on coopetition has suggested
that coopetition needs to be managed by top manage-
ment. Our case study goes further by highlighting
that managers need to learn how to balance competi-
tion with cooperation over time. What the optimal

balance is cannot be decided theoretically for all cases
and times but needs to be ascertained by managers
who can assess whether the balance is appropriately
struck in a particular situation, as March (2005) re-
marked for striking the balance between exploration
and exploitation.

We would like to stress that we did not cover in this
paper all the reasons why WeChat became successful.
The network effect and individuals (e.g., the leader of
Tencent and of the WeChat team) also played a role, as
we acknowledge in Figure 2. We also need to stress that
we do not claim that we have identified the one and
only mechanism by which Chinese firms can create
new-to-the-world innovations. We have found one set
of mechanisms, but there are likely to be others that
need to be identified in future research. A study of how
DJI became a global innovation leader in drones may
reveal different mechanisms at the firm level.

We studied a sector that is compatible with Lee’s
theory that China is more likely to reach the technolog-
ical frontier in short cycle technologies where the
knowledge of incumbent firms becomes more readily
obsolete (Lee 2016). It is also important to note that it is
a sector of the Chinese economy that is similar toWest-
ern economies in that the sector allowed free entry of
large numbers of firms, a precondition for innovation
to emerge from industry-level VSR processes. Indeed,
in this study we have not identified any mechanism
that is specific to the Chinese context and our findings
in principle are generalizable to other countries.

This means that the mechanisms allowing new-to-
the-world innovations to emerge in a sector dominat-
ed by a SOEs might be different. Nonetheless, evolu-
tionary theory would predict that if sectors dominated
by SOEs create new-to-the-world innovations, SOEs
are likely to have carried out large numbers of trials.
Another area where China might be able to create
new-to-the-world innovations is in those areas where
China experiences problems that are not faced in other
parts of the world (Govindarajan and Ramamurti
2011) and where the state allocates large amounts of
resources to tackle a problem. There are many fasci-
nating avenues for additional research on new-to-the-
world innovations in China. China has experienced
spectacular economic growth and the recent success
of TikTok suggests that WeChat is not unique. Other
Chinese firms are bound to move from imitation to
new-to-the-world innovations.
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Endnotes
1 WhatsApp, Line, Google’s different generations of IM apps (i.e.,
Google Talk, Google Voice, Google Hangouts), and other major
players in the world or in Asia Pacific—except for Facebook Mes-
senger—have been accessible by Chinese users without using a vir-
tual private network (VPN) until 2015, and many of them were
born years earlier than WeChat. Only Facebook Messenger was a
victim of the Chinese government’s censorship of social networking
products (e.g., Facebook and Twitter). It has been unavailable in
China since its birth in August 2011, when WeChat’s user base in-
creased to about 50 million.
2 Mobile QQ, like most functional mobile phone-based WAP apps,
replicated its computer-based sibling QQ to a large extent. It was
thus not as user-friendly as smartphone-only OTT apps.
3 WeChat website with version info: https://bit.ly/3i1Q9cn. QQ
website with version info: https://im.qq.com/mobileqq/feature/.
4 Online-to-offline (commonly abbreviated as O2O) commerce
draws potential customers from online channels to brick-and-mor-
tar stores in the real world. Famous O2O startups in the West in-
clude Groupon, for example.
5 As an example, consider the case of Facebook Messenger. Since
2015, it has added the following features that were mature in We-
Chat as early as 2013: friend-to-friend payment (March 2015), com-
merce and customer services (March 2015), an opening platform to
developers of content and apps (March 2015), video calling (April
2015), location specifications via chat (June 2015), taxi-hailing (via
Uber, December 2015), music-sharing (March 2016), group-calling
(May 2016), group video chatting (Dec 2016), and in-app purchase
(Oct 2017).
6 Tencent’s own Twitter (Tencent Microblog) was not able to win
users back, and hence top management counted on the improve-
ment of the IM products to prevent attention loss among Chinese
users.
7 Like Tencent, China Mobile Group allowed multiple subsidiaries,
local branches, and departments to jointly or independently devel-
op substitutable apps and compete with one another. However,
chaos often occurred and terminated product development (Huxiu
2013). For instance, an IM app named Jego was launched by the
marketing department of the Beijing branch to serve the Olympic
Games in 2008 but was handed over to the Research Institute for
pure research after the games because it threatened the Group’s
core business—mobile phones’ messaging and calling. However,
the subsidiary China Mobile International Limited revised and
launched it in June 2013 without gaining permission ex ante. The
Research Institute fought back by appealing to the Group, causing
the Group to discontinue Jego in July 2013 (Su 2013).
8 For instance, Microsoft gave up its own MSN Messenger after ac-
quiring Skype. Google’s Messenger, Hangouts, Allo, and Duo were
developed and maintained by the same team (Bohn 2016, Dolcourt
2016); so were Alibaba’s Wangxin, Laiwang, and Dingding (Ebrun
2013, Sanjinjinjin 2015).
9 Tencent has made major changes to its organizational structure
four times since 2002, but the firm-level R&D division has persisted
and has always been in charge of the firm’s basic research, its

fundamental platforms, and has given technological and engineer-
ing support to all business units. In parallel, R&D departments also
exist in respective business units and possess significant autonomy
to develop new products and technologies in line with their respec-
tive growth strategies. Moreover, large business units’ R&D depart-
ments are also divided into two levels: the business unit’s funda-
mental research is in charge at the Unit level, whereas the
development of specific products is the responsibility of individual
product teams. See the major changes to Tencent’s organizational
structure in the Online Appendix, Figures A3 and A4.
10 We note that the WeChat team leader, Allen Zhang, has played a
role as “concept champion” (as called by Clark et al. 1987, Kuwashi-
ma 2013) and strategy formulator. He was a key player pushing for
market selection of features. The spirit is visibly printed as “Always
Beta” on his T-shirt at a recent conference (https://www.youtube.
com/watch?v=0-EzxRXmRiE) and highlights that WeChat is al-
ways unfinished. However, we do not highlight his role in this pa-
per because organizational routines and processes are necessary to
ensure the implementation of his concepts and strategies and are
more generalizable to other firms.
11 “In a business context, the term platform innovation refers to
changes in the mechanisms or support structures that affect how a
group or system of activitiesmay be performed” (Leiblein 2015, p. 1).
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