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Abstract 

 

The traditional views of business strategy research are the industry-based view and the resource-

based view, which emphasise the competition in industry and firm resources. However, many 

institutional theorists suggest that the institutional perspective can also solve some fundamental 

questions in business strategies. The motives of this study are derived from the contribution of the 

institutional perspective to the study of business strategies and the rapid development of the e-

commerce companies in China. This thesis applies institutional theories to build an analytical 

framework for studying e-commerce companies’ strategic responses to institutional factors in 

China. Based on the case study on Alibaba Group in China, the collected data reveals findings of 

formal and informal institutions from the legal and regulatory environment, governmental policies, 

and cultural factors in China’s institutional environment. The thesis analyses the influence of these 

findings on Alibaba’s business strategies and discusses the implications for institutional theories 

and the practices of e-commerce in China. 

 

Keywords: E-commerce company, Institutional theory, Business strategy, Alibaba 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 7 

Chapter 1 Introduction 

 

1.1 Introduction 

 

The remarkable development of e-commerce industry arouses my research interest in business 

strategies for e-commerce companies in Chinai. An Internet Plusii (Internet +) frenzy is now 

gripping China. The ambitious e-commerce giants in China (e.g., Alibaba and JD.com), along with 

the country’s hyperactive e-commerce SMEs (Small and medium-sized enterprises), are 

determined to seize business opportunities through leveraging information technology (IT) and 

resources in e-commerce ecosystems. Nowadays, China has become the world’s largest and most 

potential e-commerce market (Wang, Lau, &Gong, 2016). As of the end of 2016, China’s Internet 

users climbed to 731 million, with over 50 percent of the total population (CNNIC, 2017). The 

total transactions of China's e-commerce market reached $iii2.9 trillion in 2016 (IResearch, 2017). 

Based on the forecast from professional institutions, the Chinese e-commerce market will have 

increasing growth for the following several years (Erickson, 2017). In China’s e-commerce 

industry, the major e-commerce platform operators are some Chinese giants. When we look into 

the business strategies for e-commerce in China, it makes more sense to emphasise the analysis on 

the e-commerce giants. In this study, Alibaba Group Holding Limited, the largest e-commerce 

service provider, is selected to be the representative case to help answer the research question.  

 

Concerning the research on business strategies, the two traditional perspectives are the resource-

based view proposed by Barney (1991) and the industry-based view advocated by Porter (1980), 

respectively leading strategic management scholars to focus on firm capabilities and industry 

conditions. However, Peng (2002) argued that these perspectives can be contested as they omitted 

the institutional factors that stress the interaction between organisations and institutions. From the 

institutional perspective, the motivation of companies’ strategic behaviour is not limited to 

economic efficiency, but also includes the social legitimacy as well as other elements such as social 

fitness. In this process, the legitimacy, resources, and validity of a company can be improved.  In 

economics, the efficient institutions can reduce transaction costs by minimising uncertainty and 

establishing stable structures that are beneficial to positive interactions between organisations and 
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the environment (North, 1990). Additionally, the degree of consistency of the expectations 

between an organisation and the institutional environment, to a large extent, determines the success 

and survival of the organisation (Scott, 2013; Oliver, 1991). Accordingly, the prominent 

contribution of the institutional perspective to strategy management is that it helps us to gain a 

deeper understanding of the underlying relationship between the pattern of strategic behaviour and 

embedded institutional context. The trend of integrating institutional perspective with strategy 

management inspires me to apply institutional theories as the analytical ground to conduct research 

on e-commerce companies’ strategies in China.  

 

Institutional transitions in emerging economies mean that emerging economies are more likely to 

have more fundamental, complicated and unpredictable varying interactions between 

organisations and institutions, and thus influence players’ strategic behaviours, which present 

significant differences from those in developed economies (Peng, 2003). In this study, as to the 

institutional environment in China, since the Reform and Opening Upiv, the Chinese economy has 

created a sustained and rapid growth that lasts for 30 years. In recent years, the central government 

has been elaborately seeking a more balanced economy and sustainable development, which 

resulted in multiple institutional factors and changes from the legal and regulative environment, 

governmental policies, and cultural factors, which evidently have an influence upon business 

strategies of e-commerce companies, which are embedded in the institutional environment.  

 

Although there are many studies exploring the development of e-commerce (Efendioglu, & Yip, 

2004; Martinsons, 2008; Li & Xie, 2012) and applications of institutional theories for practical 

issues (Beyer & Fening 2012; Zhu & Chertow 2017), there is much less work on integrating an 

institutional perspective into research concerning e-commerce. Moreover, most of the literature on 

e-commerce were based on industry-based view and resource-based view, regarding institutional 

factors as “background” elements. Thereby, in order to fill the research gap, this thesis employs 

institutional perspective to build a theoretical framework for studying e-commerce companies’ 

strategic responses to institutional factors in China. 
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The objective of this study is to use a multi-theoretical framework based on an institutional 

perspective in an attempt to explore formal and informal institutions deriving from multiple areas 

that influence the business strategy of e-commerce companies in China. The key research question 

is “How did e-commerce companies in China strategically response to the institutional factors?”, 

and the sub-questions are “What are the institutional factors for e-ecommerce companies in China 

and their responding strategies?” and “How did these factors influence the business strategies in 

Alibaba in China?” To answer these questions, primary and secondary research are conducted to 

observe the main institutional factors for e-ecommerce companies in China, and reveal how these 

factors influenced the business strategies in a representative e-commerce company in China. A 

case study of Alibaba Group is carried out since this company is the most representative, influential 

and information-rich case company with comprehensive business scope in the industry. In this 

study, in-depth analysis and discussion based on findings of the case present how Alibaba’s 

strategic response to institutions shaped by formal and informal rules of institutions, and offer 

insightful theoretical and practical implications. Before stating the literature review and theoretical 

framework, I provide a summary of the thesis structure to clearly introduce the organisation of this 

thesis. 

 

1.2 Thesis Structure 

 

There are five chapter in this thesis. Chapter 1 introduces a brief and overall introduction to the 

thesis. In this chapter, I state the motivation, objective and importance of this research, and then 

provide related background information to introduce the general situation of e-commerce industry 

and institutional environment in China. Then I outline the research scope, questions and the 

methodology and illustrate how I organise the research, analysis and further discussion.  

 

Chapter 2 is a review of relevant literature and theoretical foundation of this study. Some existing 

literature that enhances my understanding of the research topic are summarised. Both the merits 

and limitations of prior study such as the research gap are identified since they provide me 

guidance and inspiration to conduct my research. The critical concepts and theories are interpreted 



 10 

in this chapter, such as the institutional theories in sociology, institutional theories in economics, 

institutional-based view of business strategy, and strategic responses to institutions.  

 

Chapter 3 discusses the methodology of this study. The essential aspects of the research method 

are explicitly introduced. For example, the reason why I choose the case study method in this 

research and why select Alibaba Group as the case organisation.  Furthermore, the design and the 

validity of primary and secondary data collection are also explained. The limitation of the research 

methodology is revealed in the Chapter of Discussion. 

 

Chapter 4 provides necessary background information on the topic, covering the e-commerce 

industry in China and Alibaba, the case company. The section of Alibaba explains the significant 

role of the Alibaba in China’s e-commerce industry by introducing its current business blueprint 

and outlook. This chapter serves as the knowledge foundation which could help the readers to have 

a better understanding of the research findings and analysis in the next chapter. Chapter 5 discusses 

the findings and analysis on research data. The findings of institutional factors from China’s 

environment and the evidence of Alibaba’s strategic responses are interpreted and analysed based 

on the theoretical framework. In Chapter 6, the discussion further explains how the findings 

associate with the theories and research scope by presenting theoretical implications and practical 

implications. By examining the limitations of the study, several ideas concerning future research 

on this topic is discussed. 

 

In Chapter 7, I have a general conclusion of the research, findings, analysis and arguments in the 

study and reflect on the research question raised in the first beginning: “How did e-commerce 

companies in China strategically response to the institutional factors?”.  

 

Chapter 2 Literature Review and Theoretical Framework 

 

This chapter is a review of the existing literature relevant to the research scope and an interpretation 

of the concepts and core theories applied as the foundation in analysing secondary and primary 

data collected from the research. The review of relevant study shed light on identifying major 
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research areas and pointing out the gaps in existing research, and thus lead the way to this study. 

The theoretical framework is constructed by institutional theories (institutional theory in sociology, 

economics and institutional-based view of business strategy) and strategic response to institutions 

as an analytical framework. 

 

2.1 Review of Relevant Study 

 

There is considerably rich literature on e-commerce with the focus on several research topics. 

Many researchers have conducted the study on e-commerce adoption and factors which have an 

impact on e-commerce adoption and diffusion. Li & Xie, (2012) structured a conceptual 

framework to guide e-commerce adoption strategies and strengthen competitive capabilities. Li & 

Buhalis (2006) investigated factors interacting with e-commerce adoption in tourism sectors in 

China. A theoretical framework was applied by Kraemer, Gibbs, & Dedrick (2002) to analyse the 

relationship between national factors and e-commerce diffusion in several different countries. The 

findings of Cui, Pan, Newell, & Cui (2017) manifested that how resource and strategy affect social 

innovation powered by e-commerce. Some researchers shifted their focus on particular aspects of 

e-commerce business such as trust building concerning customer relationship in e-commerce 

(Chen, Zhang, & Xu, 2009; McKnight 2001; Xie & Xiao (2014), and cultural issues in e-commerce, 

especially in Chines context (Efendioglu, & Yip, 2004; Martinsons, 2008).  

 

Case study method was commonly adopted by scholars when they initiated research on e-

commerce topics since such topics are often relevant to the specific social phenomenon. Mohapatra, 

S. (2013) presented comprehensive case studies covering topics such as e-commerce strategy, 

trend, channels in a case study book. Tan, Pan, Lu, & Huang (2009) analysed how digital business 

ecosystems contribute to the development of a company’s competency in the market by conducting 

a case study on Alibaba. 

 

A range of literature on applications of institutional theories for practical issues can be found in 

various research fields. Many scholars have the interest in examining the influence of institutional 

constraints on some industry, international business organisational strategy. For example, Ma, Yu, 
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Gao, Zhou & Yang (2015) observed several institutional factors of product development and 

potential influence on firm performance for joint ventures in China through qualitative analysis.  

With conducting case studies, Zhu, & Chertow (2017) focused on China’s energy industry and 

institutional constraints mainly from regulatory and political aspects to give practical implications 

for business strategies. Also, Beyer, & Fening (2012) discussed the topic of formal constraints of 

institutions and international business strategy by analysing institutional conditions in Germany 

and India. 

 

From the literature review, I found that little literature integrated a comprehensive theoretical 

framework into research concerning e-commerce research. Moreover, most of the literature on e-

commerce were based on industry-based view and resource-based view, regarding institutional 

factors as “background” elements. Actually, with the development of an academic movement 

concentrated on new institutional perspective in recent years (Scott, 2013; DiMaggio & Powell, 

1983), many researchers have placed more emphasis on considering institutions as independent 

variables instead of background conditions (Peng et al., 2009). 

 

Some research that integrated institutional framework into e-commerce inspired the author of this 

study to consider institutional theories as the analytical foundation to study business strategy issues 

of e-commerce companies. For example, a study of the relationship between B2B e-commerce 

adoption and institutional factors such as political and cultural factors in Taiwan (Thatcher, Foster, 

&Zhu, 2006). Agarwal, & Wu (2015) offered a multi-theoretical view on factors’ influence upon 

the development of e-commerce from the global level, national level and transaction level, with a 

research focus on emerging economies. Gibbs, & Kraemer (2004) established a model integrated 

with institutional views to examine how the environmental and political factors determine the e-

commerce scope in some courtiers. Additionally, Peng, & Chen (2009) examined the strategic 

behaviour of Chinese toy companies to domestic and international institutional constraints.  
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2.2 Institutional Theories 

 

Lawrence and Lorsch (1969) started to address the impact of the “environment” on organisational 

strategies. North’s (1990) institutional theories is the prominent contribution relating to 

institutional change and economic perspective. Another critical reformulation is the sociological 

views (DiMaggio & Powell, 1983; Scott, 2013) of institutions and the relevant interactions in the 

organisational field. Many institutional theorists suggested that the influence of “institution” or 

“institutional environment” should be analysed in the organisational strategy management. This 

trend is the result of the economic development in the world. The rise of emerging economies has 

sparked the concerns of many scholars with respect to the strategic issues for firms operating in 

emerging countries. The significant differences between emerging economies and developed 

economics also have forced scholars to consider the institutional elements besides industry and 

resource-based factors, thereby leading to the development of the institutional perspective such as 

the intuitional-based view of business strategy (Peng, 2002). 

 

This thesis applies some fundamental institutional theories as the theoretical and analytical 

foundation to study business strategy issues of e-commerce companies in China’s institutional 

environment. The core theories contribute to the consolidation of the theoretical framework are: 

the three pillars of institutions in Scott (2013), the institutional isomorphism (DiMaggio & Powell, 

1983), the formal rules and informal rules of institution (North, 1990), the institutional-based view 

in (Peng et al., 2009), and strategic responses to institutions (Oliver, 1991). 

 

2.2.1 Institutional theory in Sociology   

 

W. Richard Scott, an influential sociologist, theorised the conception of institutions: “Institutions 

comprise regulative, normative, and cultural-cognitive elements that, together with associated 

activities and resources, provide stability and meaning to social life” (Scott, 2013). In this 

definition, institutions are emphasised as enduring social structures that integrate with associated 

elements, activities and resources and exhibit multidimensional, stabilising, and meaning-making 

properties to social systems. Also, although institutions are comparatively resistant to change to 
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social life and can be transferred and procreated, they are experiencing changes across time and 

space (Scott, 2013).  

 

Albeit the symbolic systems are the essential components of institutions, we must put emphasis on 

connecting the concept with social activities and material resources. Institutions are situated within 

people and their interactions, and the symbolic systems are conserved, modified and changed by 

social actions (Hallett and Ventresca, 2006). Also, institutions are “dead” when the analysis is only 

based on abstracted designations and isolated from proper objects since the institutional analysis 

needs empirical access to the social action flow (Berger and Luckmann, 1967).  

 

Scott (2013) also stated that the capacity of institutions to impose control and constraints are 

emphasised by many institutional theories. However, when institutions distinguish and constrain 

behaviours through legal, moral, and cultural constraints, it is equally necessary to realise that 

institutions also can empower and support social actions through incentives, guidance, and 

resources. 

 

According to Scott’s core theory of institutions, the three fundamental parts of institutional 

structures are the regulative systems, normative systems, and cultural-cognitive systems, which 

are interrelated and mutually strengthened. The three pillars are associated with DiMaggio and 

Powell’s (1983) theory of three processes in isomorphism, which are coercive, normative, and 

mimetic. Scott (2013) also pointed out that the differences between the three dimensions should 

be taken into account in order to make more progress by identifying their corresponding basic 

assumptions, logic, mechanisms, indicators and influences (Scott, 2013). The framework of three 

pillars of institutions is employed as the important analytical basis in this study. Table 2.1 

demonstrates the three pillars of institutions.  

 

Table 2.1 Three Pillars of Institutions 

Dimensions Institutional Pillars 

Regulative Normative Cultural-Cognitive 
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Compliance base Expedience  Social obligation  Shared understanding 

Mechanisms Coercive  Normative  Mimetic 

Indicators Laws, regulations, 

sanctions 

Certification, 

accreditation 

Common beliefs, 

shared logics of action, 

isomorphism 

Legitimacy base Legally sanctioned Morally governed Comprehensible,  

culturally supported 

Activities Monitoring, 

sanctioning 

Standards, routines, 

habits 

Predispositions, 

cultures 

 

Source: (Scott, 2013) 

 

The Regulative Pillar. The regulative pillar is considered as the primary one of the three 

institutional pillars. It concerns the regulative aspect of institutions. The regulatory process implies 

the capacity to set rules, monitor the conformity, and sanction activities by rewards or punishments 

to affect future actions (Scott, 2013). Scholars defined legalisation as “the formalisation of rule 

systems that have three value dimensions: obligation, precision and delegation” (Abbott et al., 

2000). Based on this point, Scott (2013) proposed that the regulatory systems present high values 

on the three dimensions above while the normative systems present lower values on these 

dimensions. 

 

The Normative Pillar. The normative pillar implies a prescriptive and obligatory dimension of the 

social system. From the sociological perspective, it is meaningful to study specific institutions 

where common values and beliefs are more possibly to be found, such as religious systems, social 

classes, business groups, and communities (Scott, 2013). Blake and Davis (1964) stated that 

normative systems not only places importance on rules that delineate objects but also points out 

proper ways to pursue them, such as concepts of reasonable business procedures, and regulations 

defining how a fair game should be played. According to Scott (2013), scholars also place 

emphasis on comparing “appropriateness” with “instrumentality”. When we consider normative 
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issues, the essential question is not “What choice will bring me the best results?”, but “Considering 

my role and the specific context, what behaviour is the most appropriate for me to conduct?” 

 

The Cultural-Cognitive Pillar. Scott (2013) defined the central part of the cultural-cognitive pillar 

is the common conceptions which constitute the essential qualities of the social system and 

establish the meaning frames. From Scott’s explanation, the use of the “cultural-cognitive” label 

in his analytic framework is in an attempt to stress that external cultural elements shape the internal 

interpretive frames. Cultural systems can influence the cognition, and then penetrate and construct 

social value systems because the systems engage at different levels, which are mutually influenced, 

from the common belief of forming social groups, to the certain logics of operating organisations, 

to the authorised patterns of running national institutions. Cultural-cognitive elements are broadly 

regarded as consistent constituents in various systems. However, as the degree of connection with 

other elements (degree of institutionalization) frequently varies, cultural elements are 

correspondingly changing and often being argued and negotiated with social reform and 

development (DiMaggio & Powell, 1983).  

 

2.2.2 Institutional Theory in Economics   

 

North (1990) defined institutions as “devised constraints that shape human interaction”. In other 

words, “the rules of the game”. Institutional constraints refer to what activities game players are 

forbidden to do, and also what activities players are allowed to do. He also advocated that the 

significant role of institutions is to reduce the uncertainty by affording a stable structure to human 

interaction. Institutions are either formal (rules, laws, regulations, etc.) and informal (codes, norms, 

etc.). The formal and informal rules construct the framework of the game by conducting 

enforcement (North, 1990). Either in emerging economies or developed economies, formal rules 

compose a small but key part of institutions, and informal rules are permeating everywhere (North, 

1990).  

 

North (1990) observed that the economic performance of organisations is influenced by 

institutions, which means efficient institutions facilitate the economic performance by reducing 
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transaction cost (Coase, 1937). In addition to the underlining nature of institutions for economic 

performance, North (1990) also argued that the firm’s strategy and performance and the evolution 

of the institutional framework are mutually influential. He also delineated his insights into the 

analytical framework of institutional change theory and the way in which the institutions change 

economic performance across time (North, 1990). 

 

2.2.3 Institutional-based View of Business Strategy  

 

A substantial theories focusing on strategic management has been developed in recent decades. 

The two traditional perspectives are the resource-based view proposed by Barney (1991) and 

industry-based view advocated by Porter (1980), respectively leading strategic management 

scholars to focus on firm capabilities and industry conditions. However, Peng (2002) argued that 

these perspectives can be contested as they omitted the institutional factors that stress the 

interaction between organisations and institutions. Peng (2002) concluded that firm’s business 

strategies are deeply affected by the particular institutional framework that includes formal and 

informal constraints. Scholars should not limit their horizon but further examine the dynamic 

relationship among institutions, organisations, and strategic choices as shown in Figure 2.1. 

 

Figure 2.1 Institutions, organisations, and strategic choices.  

 

 

 

 

 

 

 

 

 

Source: (Peng, 2002) 

Organisations Institutions 

Strategic 
Choices 

Dynamic 

Interaction 

Industry conditions 
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Meanwhile, with the development of an academic movement concentrated on new institutional 

perspective in recent years (North, 1990; Scott, 2013), strategic scholars have progressively placed 

more emphasis on considering institutions as independent variables rather than background 

conditions. Some scholars pointed out that besides taking into account traditional perspectives (the 

industry-based view and resource-based view), it is necessary to consider how broader influence 

of institutions matters when firms choose and apply business strategies (DiMaggio & Powell, 

1991). Accordingly, based on his research of emerging organisations, Peng (2002) proposed a new 

perspective, an institutional-based view, which treats strategic management as the result of 

dynamic interaction between organisations and institutions (Peng, 2002). This perspective has 

underlined the significance of placing institutional factors under the spotlight of the business 

strategy research, in instead of keeping them in the back stage. 

 

Furthermore, the two core proposition stated by Peng and Khoury (2008) are important resources 

for providing assumptions and understandings to the analytic framework of this study. The first 

proposition suggested that individuals and organisations make strategic choices rationally 

according to the formal and informal elements of institution in a given environment (Peng & 

Khoury, 2008).  This proposition is based on the “bounded rationality” theory (Williamson, 1985). 

Economic actors, including individuals and organisations, are “intendedly rational, but not perfect” 

(Simon, 1961). This proposition emphasises how different institutions matter to the various 

economic actors’ rational decisions and serves as a foundation of analysing many relevant business 

strategy cases (Peng & Khoury, 2008). In this sense, even in the same context, the real meaning 

and interpretations of institutions vary because they are built on particular assumptions and 

understandings of how formal and informal constraints function (Peng & Khoury, 2008). For firms, 

formal and informal constraints (North, 1990) within a specific institutional framework stem from 

various sources and influence firm’s choice of business strategy. The general balance between 

formal and informal institutions often changes across time and space. Economic actors have 

approaches to avoid institutional voids from deficient or ineffective institutions and provide firms 

with behaviour guidance (Peng & Khoury, 2008).  
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As to the second proposition, Peng and Khoury (2008) stated that when formal institutions are 

ineffective, informal institutions will have a larger influence on regulating exchange relationships. 

Peng et al. (2009) argued that there is a predominant believe among researchers that the situation 

where formal institutions fail only occurs in emerging economies. And developed economies has 

already established a mature “market”, and thus the firms do not rely on informal connections to 

make strategy decisions. However, this is not accurate because informal institutions are pervasive. 

Either in emerging economies or developed economies, formal constrains act as a big role in 

institutional environment (North, 1990).  

 

Another important point of the institutional-based view proposed by Peng (2002) is its focus on 

emerging economies. On the one hand, it is the growth of emerging economies that provides 

opportunities to enrich and rise the institution-based view (Meyer & Peng, 2005). On the other 

hand, Peng’s institution-based view extends strategy researchers’ scopes and affords new 

perspective to business managers in addition to the traditional views. This is because the new 

perspective captures the concept of “institutional transitions”, which suggests that the emerging 

economies, contrary to the developed economies, are more likely to have “more fundamental, 

complicated and unpredictable varying interactions between organisations and institutions, 

influencing the players such as firms” (Peng, 2003). Given the fact that most relevant research 

projects focus on developed economies, it is essential for scholars to examine institutional 

environment when they probe into emerging economies.  

 

Furthermore, Peng et al. (2009) also explicitly distinguished the difference between his theory and 

other incumbent institutional works and explained the two main reasons why he uses the label 

“institutional-based view” for his literature. First and foremost, Peng (2002) coined the new label 

in order to avoid literature confusion. This is because, from his view, the term “institutional theory” 

is a very broad conception since it refers to any institutional literature that contributes to the 

development of new institutionalism theory. In recent decades, this term is gradually applied to 

the sociological perspective of institutional theory, such as the three institutional pillars theorised 

by Scott (2013). The other significant label “institutional economics” is from the economic 

perspective that is mainly theorised by North (1990). Secondly, it is necessary to apply the new 
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label to interdisciplinary competition and introduce a new direction to business strategy research. 

Peng (2002) clarified that the institutional-based view is a combination of both the sociological 

and economic theories of institutions, which are comprehensively complementary (Scott, 2013). 

Moreover, this combination is an effective and natural way of giving insights for research of the 

business strategy. Therefore, it is not academically acceptable to adopt either dominant label 

mentioned before, since the inherent nature of Peng’s theory is interdisciplinary.  

 

To conclude, Peng’s (2002) new perspective has largely complemented the previous strategic 

management literature and constructed a strategy tripod with the other two traditional perspectives 

to solve more fundamental questions in strategy (See Figure 2.2). 

 

Figure 2.2 The Strategy Tripod 

 
Source: (Peng et al., 2009) 

 

While an in-depth insight has been made on institutional theories, the following theory of 

organisation’s strategic responses to institutions is a vital component to co-establish the 

comprehensive analytical framework. 

 

2.3 Strategic Response to Institutions  

 

Oliver (1991) introduced various strategic behaviours of organisations as a consequence of 

influences from specific institutional contexts, and established an explicit conceptual structure to 
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further probe into the relationship between the institutional antecedents and potential strategic 

responses, which provided this study with an analytical framework to answer the research 

question- “How did e-commerce companies in China strategically response to the institutional 

factors?” Oliver’s work sufficiently filled the research gap, which means the absence of academic 

literature with a research focus on organisation’s responses to the institutional context at a strategic 

level. 

 

By comparing the resource dependence perspective and institutional perspective, Oliver (1991) 

concluded some common assumptions from context dimension and motives dimension, which are 

applied as the fundamental assumptions of analysis in this study. For instance, organisations pursue 

stability, legitimacy as well as self-interest, and their strategic choices are affected by forces from 

the external environment (Oliver, 1991). Organisations and environments are interacted rather than 

isolated (DiMaggio & Powell, 1983), and thus organisations’ strategic responses to environmental 

factors largely determine organisational performance and survival (Oliver, 1991). Building on the 

comparison between resource dependence and institutional perspective, Oliver (1991) pointed out 

some limitations of views among institutional scholars, such as nonchoice behaviours of 

organisations and mere conformity to external expectations for survival. In sum, Oliver (1991) 

extended the institutional perspective by arguing that organisations will have variation in 

resistance, activeness, control, and self-interest when they respond to institutions, and thus a range 

of divergent strategic responses to institutions can be concluded as five types: acquiescence, 

compromise avoidance, defiance, and manipulation. Table 2.2 displays an overview of the five 

typical strategic responses to institutional processes and the brief explanations of three tactics for 

each strategy. The following strategies are exhibited from passive conformity to active resistance 

to institutions (Oliver, 1991). 

 

Table 2.2 Organisations’ Strategic Responses to Institutions 

Strategies Tactics 

Acquiescence Habit: following preconscious or taken-for granted rules 

Imitate: mimetic isomorphism 
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Comply: conscious obedience to institutional rules 

Compromise Balance: accommodation to balance the institutional expectations  

Pacify: partial conformity to placate institutional pressure 

Bargain: active form of compromise to exact concerns from organisations 

Avoidance Conceal: disguising nonconformity 

Buffer: reducing the degree of external attachments 

Escape: exiting the domain and changing organisations to avoid conformity 

Defiance Dismiss: ignoring institutional rules  

Challenge: active contestation of institutional pressure 

Attack: intensely defiance of institutional pressure 

Manipulation Co-opt: bringing institutional constituents into organisations 

Influence: shaping institutional values and beliefs 

Control: establishing power over institutional constituents 

Source: (Oliver, 1991) 

 

To examine the rationale with respect to the strategies in response to institutions, Oliver (1991) 

proposed that strategic responses to institutional conditions are determined by the organisational 

ability and willingness, and it is important to identify and analyse predictors from five dimensions: 

cause, constituents, content, control, and context. Analysis based on this framework can help to 

answer some fundamental questions regarding this study. The framework and the underlying 

rationale and hypothesises are demonstrated as follows. 

 

Cause  

As to this predictive factor, the reason why specific institutional constraints can exert influence on 

organisations should be discussed in two dimensions: social legitimacy and economic efficiency 

(Oliver, 1991). For example, formal institutions such as the national legislations and the corporate 

administrative regulations guide organisations to behave more socially legitimate and proper. 

Auditing is an important activity to ensure the financial accountability for companies through 

systematic financial assessments, and thus help companies to keep economic efficiency. In this 

study, it is necessary to analyse the underlying rationale leading some institutional constraints to 
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influence strategic decisions of e-commerce companies in China. Oliver (1991) proposed that the 

conformity is the most reasonable response of a company to institutional constraints if the 

company predicates that the conformity to some requirements would result in positive outcomes, 

which can strengthen the legitimacy and the validity socially and economically. When the 

expectation and understanding of organisations and institutions have the divergent expectations on 

the purposes and the influence of institutional constraints, the degree of divergence will make 

organisations consider other strategic responses with higher resistance such as compromise and 

avoidance strategy. 

 

Constituents 

Institutional constituents are relevant to parties that apply institutional pressures on organisations 

(Oliver, 1991). In this study, the author identified that the constituents are the parties who impose 

institutional constraints on e-commerce companies in China, such as regulatory agencies, interest 

group, and the Chinese society. The degree of multiple and contradictory forces from institutional 

constituents (multiplicity) and an organisation’s external dependence on institutional constituents 

(dependence) are the two major factors to examine an organisation’s strategic responses to 

institutions (Oliver, 1991). Oliver (1991) hypothesised that the low multiplicity and the high 

dependence are more probable to lead to an organisation’s conformity to institutions. 

 

Content 

According to Oliver (1991), “the degree of consistency and constraint are the two predictive 

dimensions of an organisation’s strategic responses to institutions”. The consistency is about the 

degree of the compatibility of the organisational objectives with the institutional expectations 

(Oliver, 1991). The high degree of consistency can advance organisations to achieve the legitimacy 

in the institutional environment and also their internal targets. The constraint implies the degree of 

the predicted loss of organisational liberty and interests, which is caused by institutional pressures 

(Oliver, 1991). Generally, organisations tend to conform when they are more likely to sustain their 

control in the institutional environment. Oliver (1991) assumed that the lack of consistency and 

the high degree of constraint are anticipated to result in greater organisational resistance since an 

organisation will be more likely to acquiescent to institutions when its organisational goals and 
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freedom can be maintained. Thus, evaluating the consistency and constraints of e-commerce 

companies and related institutions in China are necessary analysis after the findings of institutional 

factors influencing e-commerce companies’ strategic responses were identified. 

 

Control 

The institutional control is imposed by the legal coercion and the voluntary diffusion (Oliver, 

1991). As to the legal coercion, it is mainly exerted by formal institutions such as laws and 

regulations that are capable of imposing the coercive enforcement. Consequently, organisations 

are inclined to choose the compliance to institutions with the high coercion because of the potential 

sanction and severe results from the resistance (Oliver, 1991). Besides the coercion, the voluntary 

diffusion also has an effect on the occurrence of institutional control. The prevailing values and 

norms may result in the mimetic isomorphism (DiMaggio & Powell, 1983) of organisations when 

they react to the institutional pressure. Therefore, the condition of the legal coercion and the 

voluntary diffusion should be considered when I examine how the institutional factors influenced 

the decision to business strategies in e-commerce companies in China. 

 

Context 

Oliver (1991) hypothesised “uncertainty and interconnectedness” as the important dimensions of 

context influencing organisations’ strategic responses to institutions. The environmental 

uncertainty involves the the degree of the instability and the unpredictability in a specific 

environment. Interconnectedness involves the organisational interdependence and the closeness in 

the environment (DiMaggio & Powell, 1983). According to Oliver’s (1991) examination of the 

common assumption of the institutional perspective and the resource dependence perspective, 

organisations are inclined to pursue stability in the institutional context. Thus, it can be assumed 

that the organisational resistance is more possible to happen when an organisation observes a low 

degree of the environmental uncertainty since the low uncertainty can impede the tendency of 

mimic isomorphism among organisations (DiMaggio & Powell, 1983). As to the 

interconnectedness, the low interconnectedness is predicted to cause greater organisational 

resistance in response to institutional expectations because the lack of connection and common 
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values among organisations are less likely to lead to isomorphism (Oliver, 1991; DiMaggio & 

Powell, 1983).  

  

Table 2.3 Summary of the Relationship Between Predictive Factors and Strategic Responses 

Predictive 

Factors 

Dimensions Possibility of organisational resistance 

Cause Lower Legitimacy Greater possibility of organisational 

resistance Lower Efficiency 

Constituents Greater Multiplicity 

Lower Dependence 

Content Lower Consistency 

Greater Constraint 

Control Lower Coercion 

Lower Diffusion 

Context Lower Uncertainty 

Lower Interconnectedness 

Source: (Oliver, 1991) 

 

Chapter 3 Methodology 

 

This chapter introduces an overview of the methodology that is applied to this research through 

describing the philosophy of research, the selection of methods, and the collection of data. Firstly, 

a basic outline of the research philosophy will offer insight into the motivation, ideas and thoughts 

of the author used to establish the methodological basis for this thesis. Then the research method 

will be introduced to explain the reason why this study adopts a case study and the why Alibaba 

Group is selected as the case organisation. The next part is data collection, which will outline the 

process and methods of collecting and coding secondary data and primary data. The process of 

conducting the interviews, as the main method to conduct primary research, will be clearly 

introduced. The validly and limitation of the methodology in this study will be demonstrated at 

last. 
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3.1 Research Philosophy 

 

Before exploring the research design, it is necessary to explain the underlying research philosophy 

because a research design is built on the appropriate research philosophy. Different philosophical 

assumptions directly affect the research design and the quality of the design. Consequently, 

researchers need to pay attention to their philosophical positions. (Easterby-Smith, Thorpe, & 

Jackson, 2015).  

 

There has been a debate among social scientists on positivism and social constructionism, which 

are the two opposite views of the way in which social science research should be carried out. The 

basic theoretical foundation of the debate among these two views is epistemology. Positivism 

indicated that the social reality is an objective existence and the subjective methods will not be 

effective in measuring the properties of the social world (Comte, 1853). However, social 

constructionism (Berger & Luckmann, 1966) introduced that the reality is socially constructed 

rather than the way indicated by the positivism. Easterby-Smith, Thorpe, and Jackson (2015) 

established a table of positivism and constructionism to explicitly demonstrate the methodological 

implications of different epistemologies (See Table 3.1). 

 

Table 3.1 Methodological Implications of Different Epistemologies 

 Epistemology 

Methodology  Strong 

Positivism 

Positivism Constructionism Strong 

Constructionism  

Aims Discovery  Exposure Convergence Invention  

Starting points Hypothesis  Propositions Questions Critique 

Designs Experiment  Large surveys Cases and 

surveys 

Engagement  

Data types Numbers and 

facts  

Numbers and 

words 

Words and 

numbers 

Discourse and 

experiences  
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Method Quantitative 

 

Quantitative or 

qualitative 

Qualitative Mixed method 

Outcomes Confirmation 

of theories  

Theory testing 

and generation 

Theory 

generation 

New insights and 

actions  

Source: (Easterby-Smith, Thorpe, & Jackson, 2015), (Wahyuni, 2012) 

 

This study with a focus on business strategy and institutional factors is a qualitative research that 

reflects the social phenomena and motivated new insights and corresponding actions through 

multi-theoretical analysis, aiming to help e-commerce companies have the further understanding 

of the institutional environment in China and adopt proper strategic behaviours. Also, the analysis 

and the conclusion are based on a case study and empirical materials where ideas are interpreted. 

Therefore, I believe this study is built on the social constructionism philosophy 

 

3.2 Research Method 

 

The research scope and the research purpose of a study are the most significant factors leading the 

researcher to select research methods, which concern the particular research tools and procedures 

to conduct research and analysis (Yin, 2011). 

 

3.2.1 Adopted Case Study Method 

 

In this study, the research purpose is to advance implications to e-commerce companies in China 

concerning strategic responses to institutional factors through the in-depth research, analysis and 

discussion. A multi-theoretical framework is applied in an attempt to explore formal and informal 

institutional factors for e-commerce companies in China. Since this study targets at the e-

commerce companies in the institutional context, a case study of Alibaba Group, the largest e-

commerce company in China, is carried out to answer the research question.  

 

A case study basically focuses on the specific phenomenon of organisations or individuals in a real 

environment (Easterby-Smith, Thorpe, & Jackson, 2015). As George and McKeown (1985) 
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suggested, the main strength of qualitative case method is that it can address implications on the 

active phenomenon of organisations in context of the real world. Critical factors and causality will 

be more easily discovered and examined from the case study approach (Towers and Chen, 2008). 

Furthermore, the knowledge utilisation is embedded in the case study design, enabling researchers 

to advance rational recommendations and produce proper practical interventions (Yin, 1981). This 

is consistent with the aim of this study which is to gain an in-depth understanding of the 

institutional elements that influence the business strategy in e-commerce companies in China.  

 

3.2.2 Selection of Case  

 

A case study of Alibaba Group is carried out to answer the research question: “How did e-

commerce companies in China strategically response to the institutional factors?” The main 

reasons why the case study and the case organisation (Alibaba) are chosen are explained as follows.  

 

Firstly, a case study method is applied cover both the realistic phenomenon and the environment 

for the explanatory or descriptive purpose (Yin, 1981). This study explored e-commerce 

companies’ strategic responses in China’s institutional context, which has an incontestable realistic 

meaning for multiple parties participating in e-commerce activities in China, such as e-commerce 

enterprises, online shopping consumers, innovative entrepreneurs, and governments. Additionally, 

the research findings and the qualitative analysis in this study are demonstrated in an explanatory 

approach. 

 

Secondly, the reason why I chose Alibaba Group to be the case study object is that this group is 

the most representative case company in China’s e-commerce industry. China’s e-commerce 

industry has been dominated by a few giants. Alibaba, as the largest and the most influential e-

commerce giant, covers main e-commerce business types in multiple areas of the market (ITC, 

2016). According to Wahyuni (2012), a representative case is the vital one that has a critical impact 

on the the phenomena and a foundation for the explanatory analysis and generalisation. Alibaba’s 

has developed a comprehensive e-commerce system over the past decades and has been regarded 

as the e-commerce leader in the country. Therefore, every strategic behaviour responding to the 
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environment from this giant would have a far-reaching influence upon other e-commerce 

companies and the whole industry. 

 

Thirdly, the more information a case has, the more appropriate the case is for research (Wahyuni, 

2012). Ideally, an information-rich case provides greater potentiality and space for the research. 

Since Alibaba is a listed public company with sufficient media exposure and highly active in the 

industry, the data source of the case study is diversified and ample. It even has its own research 

institute named AliResearch, which releases the latest industry data and research results of e-

commerce and Internet industries. Additionally, the relatively complete organisational structure, 

the modern corporate culture and the qualified human capital of the company allows the researcher 

to establish connections with targeted informants, such as managers and counsellors in Alibaba.  

 

3.3 Data Collection 

 

In order to carry out the case study research, diversified methods should be adopted to collect and 

examine the research data. Both a descriptive model and prescriptive implications of the research 

would be generated from the investigation (Wahyuni, 2012). Therefore, both qualitative and 

quantitative data originating from various sources should be utilised to do the research, and the 

qualitative analysis should be mainly applied (Wahyuni, 2012). During the data collection process 

in a case study, the high complicacy and diversity of data sources may bring impediments to the 

research process. The various sources of relevant data may consist of observations, interviews, 

surveys, public materials such as information from website, newspapers, reports, etc. It is essential 

for researchers to be capable of dealing with this complexity by distinguishing the most relevant 

and useful data according to the basis of research scope (Yin, 1981). 

 

In this study, the secondary sources account for the major part of the research data sources. Several 

interviews with targeted informants are used as the primary data sources. 
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3.3.1 Secondary Data 

 

The secondary data can be filed into two categories: materials of the case company and public data 

of the industry closely relating to the research scope. Secondary data provides comprehensive 

information from different sources and more opportunities to examine the reliability of the data 

and thus increase the validity of results through comparing materials from diversified channels 

(Wahyuni, 2012). 

 

In this study, the secondary research is used as a foundation for the findings in this study. It is 

applied in exploring country information, industry data, and market reports in the initial stage of 

the research, to have an overview of the background of e-commerce industry in China and narrow 

down the research question. Two sub-questions are stressed during the secondary research: What 

are the institutional factors for e-ecommerce companies in China and their responding strategies? 

How did these factors influence the business strategies in a representative e-commerce company 

in China? The secondary research effectively helped me to conduct the primary research more 

productive and more specific because I had already had a research basis when I carried out semi-

interviews with informants. Thus, the cost of doing primary research was largely reduced.  

 

Main sources of secondary data in this study are as follows: 

- Chinese government and institutions (e.g. National Bureau of Statistics of China, Ministry 

of Commerce of the PRC, etc.) 

- Consulting firms (Bain, IBM, iRsearch, etc.) 

- Research institutions (e.g. E-commerce Research Centre of China, National Engineering 

Laboratory for E-commerce Technologies, China Internet Network Information Center, 

etc.) 

- E-commerce companies’ official websites and research websites (e.g. AliReserach of 

Alibaba Group) 

- Online video materials of relevant interviews, speeches and conference record 

- Company materials provided by participants 
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3.3.2 Primary Data  

 

Primary research is carried out to obtain the information that was not available through secondary 

research. In this project, the primary data is collected through semi-structured interviews with 

informants mainly from Alibaba Group and other relevant experts, serving as complementary 

components to discuss specific topics and have in-depth analysis. 

 

Stage 1: Select the Interview Style 

Why did I choose the semi-structured interview to process the primary research? The semi-

structured interview integrates the merits of structured and in-depth interview since it encourages 

informants to freely express their opinions and experience about specific topics studied by the 

researcher. The significant feature of this interview method is the in-depth conversation with 

flexibility. Furthermore, the information sharing and strengthened understanding during interview 

facilitate the interviewer’ critical thinking process. 

 

Stage 2: Design the Interview 

The first step is selecting qualified interviewees. When I was looking for potential interviews, there 

are two main qualities required. The interviewees should be experienced and professional about 

the observed issues, and knowledgeable about specific areas. Additionally, they are expected to be 

willing to share and communicate with the unbiased attitude. Consequently, eight interviewers (six 

employees from Alibaba Group, two consultants in e-commerce industry) were chosen to be the 

interviewees for the case study. The six employees from Alibaba are from different management 

levels, ranging from managers to professionists in various department. In order to get the 

connection with potential interviewees, I sent the interview invitations via LinkedIn.com (a global 

business-oriented social networking platform) and my professional as well as personal network in 

China. Appendix A provides an overview of the information of interviewees and the interviews 

conducted.  

 

The second step is to develop a list of semi-structured interview questions. The reason is that a set 

of questions and topics designed before conducting the interview can provide rules of fundamental 
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issues of research, and thus help the interviewer to adapt the questions and guide the conversation 

to further discussion and right direction (Wahyuni, 2012). The list of interview topics and 

questions used for primary research can be found in Appendix B. The list including open questions 

is designed to collect primary data that can provide in-depth insights on specific issues of the 

research from e-commerce experts in the case organisation and the industry. After the first round 

of interviews and initial data analysis, some follow-up questions based on the information gathered 

were added to the list and prepared for the follow-up interviews via emails or WeChat (a Chinese 

messaging and calling application). 

 

Stage 3: Conduct the Interview 

Most of the interviews are conducted by remote phone calls, audio interviews and video interviews 

via online chatting applications such as WeChat and Skype. The phone and online chatting 

applications are chosen mainly because that the interviewees are working in different areas in 

China and the interviewer is studying in Denmark. However, these channels are efficient and 

effective for communication during the interviews because the both sides felt free and relaxed, and 

thus kept thinking independently. Each interview lasts about 30 minutes and is recorded for the 

data collection and analysis. Since the interviewees are all Chinese employees or experts, all the 

interviews conducted are in Chinese. The collected interview data are categorised and summarised 

and translated into English.  

 

3.3.3 Validity  

 

For the sake of heightening the validity of secondary data, I found that validating the credibility 

and timeliness of the data’s source is fundamental. Therefore, in the secondary research, the major 

data sources only include the reliable institutions such as influential research centre, consulting 

firms, and official statistics books. The secondary data directly from the the government and case 

company is preferred because of the completeness and authoritativeness. 

 

To guarantee the validity of the data from the primary research, firstly, when I evaluated the 

qualification of the potential interviews, I applied necessary selection criteria with respect to an 
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interviewee’s working experience, professional background, and willingness of communication. 

After the first round of the data collection and review, I filed the data and sent the data to major 

interviews for rechecking and reviewing. During this procedure, the interviewees pointed out the 

incorrect records, clarified some ambiguous points, and pointed out the inaccurate understanding. 

Thus, I believe this procedure could effectively eliminate the data inaccuracy and potential biases, 

and consequently enhance the data validity.  

 

Chapter 4 Background 

 

This chapter will provide background knowledge of China’s e-commerce industry and Alibaba 

Group, which is the case company in this research. The background information serves as a tool 

to have thorough understand of the basic concepts regarding the research topic and the significance 

and representativeness of the case company in this study. Accordingly, this chapter can be regarded 

as a prelude before the findings and analysis part. 

 

4.1 E-commerce Development in China 

 

E-commerce refers to electronic commerce, which is a business transaction of both physical and 

intangible goods between different parties through computer networks, using various tools and 

platforms. For the objective of this study, E-commerce is the application of digital and 

telecommunications resources in business practice to transform traditional business relationships 

and create business value across commerce borders (Mohapatra, 2013). E-commerce has reshaped 

the pattern of buying and selling activities and considerably achieved business expansion (Agarwal 

& Wu, 2015) with lower transaction cost (Coase, 1937).  

 

According to the Information Economy Report published by UNCTAD (2015), the e-commerce is 

substantially developed and the global e-commerce picture is sharply changing with growing 

acceptance by organisations and individuals across the world. Nowadays, the e-commerce boom 

is not only spreading across developed countries. Developing economies such as China and India 

have increasingly gained prominent status in e-commerce in recent decades with enhanced 
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telecommunication infrastructure, improved market access and greater organisational efficiency, 

etc. (UNCTAD, 2015) 

  

Nowadays, China has become the world’s largest and most potential e-commerce market (Wang, 

Lau, &Gong, 2016). As of the end of 2016, China’s Internet users climbed to 731 million, with 

over 50 percent of the total population (CNNIC, 2017). The total transactions of China's e-

commerce market (mainly consists of B2B, B2C, and C2C sectors) reached $2.9 trillion in 2016 

(IResearch, 2017). Although the economic growth of China has slowed recently due to the 

transition to the more balanced economy, many influential and professional institutions, such as 

Goldman Sachs, forecasted that the Chinese e-commerce market would have increasing growth 

for the following several years (Erickson, 2017). According to Goldman Sachs’s report released 

in 2017, the China’s online retail sales (B2C and C2C) was predicted to amount to $1.7 trillion in 

2020 with compound annual growth rate (CAGR) at 23 percent by 2020 (Erickson, 2017). 

 

4.1.1 Types of E-commerce Companies in China 

 

There are different types of e-commerce companies in Chinese market, which can be categorised 

according to business relationships between the parties such as governments, companies, 

customers and other organisations. The main focus of this study is on business-to-business (B2B) 

e-commerce, business-to-customer (B2C) e-commerce and customer-to-customer (C2C) e-

commerce.  

 

B2B E-commerce 

B2B e-commerce is electronic transactions between enterprises, which is the mainstream of e-

commerce development in China. In order to achieve the supply chain integration, B2B e-

commerce utilises the intranet and extranet to establish a base of information flow and connect 

upstream and downstream suppliers by the information and communication technology (ICT). 

Accordingly, B2B e-commence provides greater benefits for small and medium-sized enterprises 

(SMEs), which are embedded in an industry or national value chain. Therefore, adopting B2B e-

commerce can help companies to gain competitive advantages in competition by bringing lower 
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costs, higher productivity and more business opportunities (UNCTAD, 2015). The B2B segment 

has had the dominant status in the Chinese market, with a 72.4% market share in 2016 and a steady 

growth rate (IResearch, 2016). The B2B e-commerce market in China is fragmented since there 

are over 10,000 independent players in the market (CBBC, 2015). Alibaba is the pioneer and also 

the largest market platform, accounting for 49.1% of the market volume in 2016Q3. Other major 

players in China’s e-commerce market include Global Source, HC360, JQW.com, Dhgate, and 

Made-in-China (IResearch, 2016). 

 

B2C E-commerce 

There are two basic types of B2C e-commerce companies: e-commerce platforms and retailers or 

manufactures with online business channel. The recent flourish development of Internet and the 

online retail penetration in China have established a solid base for the growth of the online retail 

market. The direct B2C selling and buying activities through information infrastructures 

effectively reduce the transactions costs by offering customers greater information access to search, 

process and achieve the best deal and improving seller’s channel and inventory management. 

Compared to the cost of establishing a new entity such as a new retail branch, the relatively low 

cost of starting and maintaining a new business online helps companies, especially small 

enterprises, to eliminate market entry barriers (Mohapatra, 2013). 

 

China's online retail market totalled to $680 billion in 2016 with a growth rate of 23.9% from 2015 

(IResearch, 2017). Domestic companies have dominated China’s e-commerce market. As the 

market leader, Alibaba’s B2C platform, Tmall, dominated China's B2C segment with over 50.6% 

market share in 2016 (IResearch, 2016). Other competitive B2C business companies such as JD, 

Vipshop, Suning, Gome, and Amazon also paly important roles in the market with steady growth 

(IResearch, 2016). IResearch (2016) reported that B2C segment accounted for 55.1% of China’s 

online retail market volume in 2016 and estimated this growth to sail on at 60% by 2019 with 

C2C’s continuing shrink. With the maturity of the online retail market in China, products and 

service quality have become more important considerations when consumers make online 

shopping decisions. This continuing trend will act as the key driving factor to promote the 

expansion of B2C e-commerce in the future years. 
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C2C E-commerce 

This type of e-commerce is between individuals. E-commerce companies such as Ebay and Taobao 

are very common examples of C2C e-commerce. With the application of the online markets and 

auctions, C2C e-commerce provides a platform for informal players to participate in e-commerce 

activities (UNCTAD, 2015). The utilisation of this e-commerce in vertical industries has big 

potential for exploring new services and markets.  

 

Taobao, the C2C platform in Alibaba Group is the C2C leader in China, accounting for over 90% 

of the market (CBBC, 2015). In the early stage of e-commerce development, the Chinese market 

was mainly powered by C2C transactions. However, Chinese consumers’ shift from C2C to B2C 

manifested the increasing sophistication of the online retail landscape. The evolution of the market 

can be derived from the varying expectations of the shopping experience, the higher requirement 

of products and services from consumers, as well as some trust building crisis such as Taobao’s 

growing pressure of fake goods. 

 

4.1.2 Driving Factors for E-commerce Industry  

 

Several driving factors originating from various aspects have been identified for the rapid 

development of e-commerce in China. The major factors can be categorised into the institutional 

environment, infrastructure, and intermediaries (Agarwal & Wu, 2015). 

Firstly, the interaction between institutional elements and e-commerce companies has an evitable 

influence upon the performance of the companies and their strategic behaviours (North, 1990; 

Peng, 2002). To illustrate, the development of the legal and regulatory system and the quality of 

its enforcement determine the effectiveness level of the information and the transaction security, 

the privacy protection, the contract protection, the protection for both companies and consumers, 

e-commerce diffusion, the market maturity, etc. (Agarwal & Wu, 2015). The release and 

implementation of government policies with respect to e-commerce may result in the positive or 

negative motivational influence for companies to conduct business activities in the market. Besides, 

certain policies published provide companies with the clear guidance on how to operate properly 
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and achieve more benefits by efficiently utilising resources in the environment (DiMaggio & 

Powell, 1983). Furthermore, the informal rules of institutions in the specific environment also exert 

pressures on e-commerce companies (North, 1990). Sometimes companies adapt their 

organisational structure, strategic behaviour or business model to respond to the institutional 

pressure (Greenwood & Hinings, 1996). More detailed discussion of the institutional environment 

in China’ s e-commence industry is displayed in the next chapters. 

Secondly, the infrastructure conditions include the technology development, telecommunication 

and communication infrastructures, and financial infrastructures. These fundamental factors 

largely influence the capacity and potentiality of the whole e-commerce industry. For example, the 

increasing Internet penetration, and the remarkable logistic development in China during the past 

years are significant driving factors to the achievement of Chinese e-commerce giants such as 

Alibaba Group. Furthermore, the business cycle of e-commerce activities cannot be completed 

without online banking and payment platforms, which are embedded in the network of financial 

institutions. 

Thirdly, intermediaries also have an important influence on e-commerce. Online intermediaries 

function as an integrated connection that eliminates redundant parts in the market, realigns e-

commerce value chains and helps firms to conduct business efficiently (Singh & Kundu, 2002). 

Taking social media network as an example, social media channels not only provide e-commerce 

companies with platforms where they can have interactions with targeting and potential consumers 

and diversify marketing strategies, but also offer consumers opportunities to speak out and push 

for better shopping experience. 

The development of e-commerce industry in China is mainly attributable to two aspects. First and 

foremost, after years of rapid development, China has become the world’s second-largest economy, 

with a vast consumer market, which is also the soil for the development of China's e-commerce 

industry. Another essential point is that many emerging e-commerce enterprises such as Alibaba 

Group took advantage of the growth of the Internet and new technologies and operated efficiently. 

They provided diversified e-commence products and services to the netizens, and enjoyed the 

attendant benefits. In a nutshell, the e-commerce companies caught China’s demographic benefits 
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and enhanced the efficiency of China’s e-commerce industry with the help of Internet. In a 

relatively short period, they surpassed the traditional industries and represented the power of the 

new economy. 

 

4.2 A Profile of Alibaba Group 

	

After reviewing the development of the e-commerce industry in China and China’s e-commerce 

institutional environment, it must be stressed that the principal e-commerce platform operators in 

China are some Chinese giants. Other e-commerce players are utilising these marketplaces to 

conduct their business and participating in the establishment of the e-commerce ecosystem, and 

meanwhile, they are facilitating the flourishing development of the giants (Rizzi, 2013). Therefore, 

it is mutually beneficial for e-commerce companies to develop the e-commerce ecosystem 

properly in the institutional environment. 

 

In this study, Alibaba Group Holding Limited, the largest e-commerce service provider, is selected 

to be the representative case to conduct both primary and secondary research and analysis to help 

answer the research question regarding e-commerce strategic responses to institutional elements 

in China. 

 

4.2.1 Company Profile  

 

Alibaba group, the Chinese largest e-commerce company, was founded in Hangzhou in 1999 by 

Jack Ma. With the ambition of shaping the future of commerce by building infrastructures, Alibaba 

took the first step by starting e-commerce platforms for serving small enterprises engaged in the 

global trade. The founders of this company firmly believed that leveraging internet technology in 

the commerce field would bring SMEs more growth possibilities and competition advantages both 

in the domestic and global market (Alibaba Group, 2017).  

 

With more than $460 billion gross merchandise volume in 2016 and occupying over 70% of e-

commerce transactions in China (ITC, 2016), Alibaba group has become the largest and most 
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successful e-commerce company in China after 18 years of undisputed growth. Alibaba group is 

now an integrated e-commerce service provider with the target of continuingly developing a 

comprehensive e-commerce ecosystem (Rizzi, 2013). Now Alibaba has gradually expanded the 

businesses from core e-commerce (See Table 4.1) to the marketing platform (Alimama), financial 

service (Ant Financial Service Group), cloud computing (Alibaba Cloud) and data and logistics 

service (Cainiao Network) (Alibaba Group, 2017).  

 

Table 4.1 Quick Facts of Alibaba’s Core Businesses of E-commerce 

Core Business of 

E-commerce 

Description Year of 

Launch 

Alibaba.com Alibaba’s first e-commerce platform.  

A B2B wholesale platform for global traders all over the 

world. 

1999 

1688.com A leading B2B e-commerce platform to connect domestic 

retailers and wholesalers 

1999 

Taobao 

Marketplace 

China’s largest C2C and mobile e-commerce platform 2003 

Tmall.com China’s largest B2C e-commerce platform providing 

high-quality domestic and international brands for 

consumers. 

2008 

Juhuasuan A marketing and promotion platform for businesses from 

Taobao and Tmall 

2010 

AliExpress A global B2C retail platform for international consumers 

to shop directly from Chinese providers 

2010 

 

Alibaba's core business strategy is reflected in the integrated business ecosystem which is built on 

the data. E-commerce, which covers both the domestic and international market, B2B, B2C, C2C 

sectors, is the core business. Cainiao Network provides support to the logistics aspect of e-

commerce. The finance service covers consumption finance, financing, investment, guarantee, etc. 

Besides, Alibaba also operates entertainment related business (film and TV industry, games, music, 
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etc.), Internet of Things (smart home, Internet car, etc.), cloud services (mobile cloud computing, 

cloud gaming, etc.), and life-related businesses (travel, health care, education, local convenience 

services, etc.).  

 

Handy’s (1995) theory of the sigmoid curve for business growth proposed can be applied to 

demonstrate the constant growth pattern of an enterprise. Basically, the initial stage of the s-curve 

applies to the starting, exploring, and learning period. After the following growth stage and the 

maturity stage, the prosperity declines to the end. Generally, the s-curve shows a typical growth 

model for enterprises. However, over 18 years, Alibaba Group has sustained a healthy growth by 

making successful strategy transformation to new business growth phase, instead of falling into 

the s-curve destiny (See Figure 4.1). Alibaba has constantly broken the e-commerce boundary by 

transforming strategy and expanding business from basic B2B e-commerce to the integration of 

B2B, C2C, B2C, and internet finance service. Currently, the e-commerce ecosystem has been 

established to cover the overall commerce infrastructures. 

 

Figure 4.1 Alibaba’s Three Steps  

 
 

Alibaba’s business layout helps the group effectively respond to potential competition and 

challenges, and also kept Alibaba to remain outstanding advantages during rapid evolutions and 

developments in the industry. This business operation expansion is essential for the group to react 

to the dynamic market and institutional environment. Besides Alibaba, other e-commerce 
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companies also need to design proper business strategies to survive in the constantly changing 

environment so as to hold the potential opportunities of e-commerce (Rizzi, 2013).  

 

4.2.2 Future Growth and Challenges  

 

As Jack Ma, the president of Alibaba, aims to establish a business empire that will be survived at 

least 102 years, apparently, this giant needs new energy for prosperous phases in the future 

(Alibaba, 2017).  

 

In 2015 Alibaba mainly focused on globalisation, rural e-commerce, and logistics system. In 2016, 

Alibaba shifted the focus to B2B. Concerning globalisation, the main focuses for import business 

were on Tmall.com and cross-broader e-commerce on Taobao, and the focus for export business 

was on 1688.com. As to logistics, domestically Alibaba strengthened the infrastructure 

construction through Cainiao Logistics, which is based on the platform of Cainiao Network. With 

respect to B2B e-commerce, Alibaba built the first B2B e-commerce for the steel industry 

cooperating with a Chinese state-owned steel company. 

 

What are the driving factors for Alibaba’s new growth in the future decades? Currently, Alibaba 

plans to drive the traditional retail businesses in a new model through e-commerce. For example, 

over the past three years, the company has established cooperation with Suning Commerce Group 

to invest in the retailing alliance between its online platforms with Suning’s physical stores and 

distribution infrastructures (Chen, 2016). The goal is to build a brand new online-to-offlinev (O2O) 

retailing to improve customers’ shopping experience. Additionally, with the objective to expand 

the e-commerce platforms across the country and create new forms of consumptions, Alibaba is 

moving into the unexploited rural e-commerce market. By 2016, there were over 1300 Taobao 

Villagesvi and 0.3 million active rural Taobao stores in China, creating 0.84 million new jobs and 

many rural Taobao cluster, especially in Zhejiang, Jiangsu, and Guangdong province (AliResearch, 

2016).  
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While China is upgrading the economy structure and moving towards a new phase of development, 

Alibaba also continuously highlighted new areas of sustainable development such as the digital 

media investment, cross-border e-commerce, and cloud computing. To conclude, Alibaba’s 

various strategic transformations have led the group towards its great vision, which is to build the 

future infrastructures of commerce (Alibaba Group, 2017). 

 

While Alibaba has become a giant dominating the e-commerce industry, unavoidably, it’s also 

facing the challenges from China’s institutional environment such as the transition phase of 

development. Formal and informal institutional elements bring challenges for e-commerce 

companies from several aspects. For example, encountering the overall moderate macro-economic 

environment in China, it is necessary for Alibaba to explore new revenue sources in order to 

counter the influence of the reducing consumer demand, especially in certain areas such as the 

northeast, which is the typical case of the failure derived from the central-planning economy 

(Chong, 2017). Another challenge which has puzzled Alibaba for a long time is the counterfeiting 

problem, which is derived from the, ambiguous laws, ineffective legal enforcement, and the lack 

of awareness of intellectual property protection, and the social norm of “free usage” among 

Chinese people. In 2015, the State Administration for Industry and Commerce (SAIC) blamed 

Alibaba for not taking effective measures to stop fake and illegal goods from being transacted 

through its platforms. Alibaba’s president, Jack Ma, then argued that Alibaba was misunderstood 

and the SAIC’s report was not fairly. Although the dispute was eased after the SAIC and Alibaba 

both removed the claims from their official websites, respectively, the counterfeiting problem on 

Alibaba’s marketplaces is still remained unsolved (Sant, 2015).  

 

Chapter 5 Findings and Analysis 

  

The last chapter provides the background knowledge of e-commerce industry in China and Alibaba 

Group, which serves as the ground of understanding of further analysis on the findings from 

primary and secondary research in this study. The objective of this chapter is to organise and 

interpret the most relevant findings from diversified sources, such as the interviews, industry 

reports from consulting firms, statistics from research institutions, annual report from the case 
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company, etc. The theoretical framework of the analysis on findings is based on the institutional 

theories (Scott, 2013; North 1991; Peng et al., 2009; DiMaggio & Powell, 1983; Oliver, 1991) that 

are demonstrated in Chapter 2. In presenting findings and analysis from the research on China’s 

e-commerce industry and Alibaba Group, I examine the institutional factors from China’s 

institutional environment and Alibaba’s strategic responses to institutions from two dimensions: 

formal institutions, which refer to legal and regulatory environment as well as governmental 

policies, and informal institutions, which involve cultural factors.  

 

5.1 Formal Institutions 

 

The formal institutions are associated with the regulative elements of institutions (North, 1990; 

Scott, 2013). The regulative pillar of institutions is regarded as the principal one of the three 

institutional pillars. The regulative pillar of institutions is about the regulatory aspect of institutions 

such as laws, regulations and rules. Regulative elements of institutions influence organisations’ 

strategic behaviours by exerting rules, enforcing the conformity, and sanctioning activities by 

rewards or punishments (Scott, 2013). Therefore, based on the data collected from the research, 

formal institutions influencing e-commerce companies in China are identified and structured as 

the evidence of China’s legal and regulatory environment as well as governmental policies 

regarding e-commerce activities in China. 

 

5.1.1 Findings of Legal and regulatory environment  

 

The complexity of institutional environment in China consequently increases the necessity and 

significance of formalising institutional elements. The multiple regulatory mechanisms necessitate 

formal constraints to deal with increasingly complicated disputes in the environment (North, 1990). 

In this study, the institutional constituents are the parties which enforce institutional constraints on 

e-commerce companies such as Alibaba. The regulatory agencies in China’s institutional context 

are the identified constituents which impose formal institutions. The degree of multiplicity and 

complexity of expectations from regulatory agencies and Alibaba’ external dependence on 
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institutional constituents will cause various strategic responses to institutions of the company 

(Oliver, 1991). 

 

Regulatory Agencies 

In order to examine the rulers and constituents in China’s institutional environment, I start this part 

with the evidence of regulatory agencies in China’s e-commerce industry. After years of 

development, China has formed a regulatory system from the central government to the local 

administrations in e-commerce supervision, and established a mode of co-supervision through 

cooperation between multiples departments. This supervisory mode is founded on the big market 

and specific base of Internet, telecommunication and e-commerce, which result in the condition 

that China’s e-commerce industry is not likely to be regulated by a single agency. 

 

To illustrate, the online retailing sector in e-commerce market in China is mainly under the 

jurisdiction of the State Administration for Industry and Commerce (SAIC) with the objective to 

supervise market activities, regulate market orders, and ensure consumers and merchants’ legal 

rights and obligations (Rizzi, 2013). The Telecommunications Regulations released in 2000 

confirmed the Ministry of Industry and Information Technology (MIIT) as the responsible 

authority for the development, supervision and regulation of the Internet and e-commerce industry 

by formulating policies and guidelines (Zhang, Lu, &Ku, 2013). In the same year, the publish of 

the first administrative regulation, the Administrative Measures on Internet Information Services, 

set the milestone for e-commerce legislation and regulation development in China (Zhang, Lu, 

&Ku, 2013). Moreover, the Department of Electronic Commerce and Informatization of the 

Ministry of Commerce (MOFCOM) of the People’s Republic of China is one of the direct 

regulatory authorities in China’s e-commerce market. The responsibilities of this department cover 

various areas of e-commerce such as formulating e-commerce development plan within its duty 

scope, drafting and implementing relevant policies to promote enterprise informatization in order 

to expand the e-commerce market, supporting SMEs’ e-commerce adoptions, forming e-

commerce statistics and evaluation system, setting e-commerce standards, regulations and rules, 

participating in e-commerce information sharing and international cooperation (Zhang, 2016). The 

leading national association in China’s e-commerce industry is the China Electronic Commerce 



 45 

Association (CECA), which is authorised by the MIIT and the State Council and supervised by the 

Ministry of Civil Affairs (Zhang, 2016). This national organisation is responsible for doing 

research relevant to e-commerce industry, examining the credibility of e-commerce transactions, 

the providing recommendations to relevant regulatory departments, conducting national and 

international e-commerce exchange activities, etc. Other national e-commerce associations such 

as the China E-commerce Research Center and the Internet Society of China, also have significant 

contributions to the efforts of the regulatory authorities in regulating the e-commerce industry in 

China. 

 

However, the problems of the co-supervision mode are obvious. Firstly, the unclear roles and the 

blurred border of responsibilities among different regulatory departments result in overlapping 

duties and supervision vulnerability. Secondly, some regulatory departments cannot efficiently and 

effectively adapt to the changing demand and requirement of regulatory practice in the rapidly 

developing e-commerce industry because of deficient administrative communication and 

coordinative mechanisms among various regulatory authorities (Zhang, 2016). One of the 

interviewees, the Senior Legal Counsel of Alibaba, reinforced these problems: 

 

“The supervision and enforcement of government departments are based on their specific 

authority. For example, tourism e-commerce service is supervised by China National Tourism 

Administration; Agriculture e-commerce and relevant products are regulated by Ministry of 

Agriculture of the People’s Republic of China. It is very necessary to ensure clear distribution of 

governmental responsibilities for e-commerce supervision by legislation.” (Interview 2, 2017) 

 

Legal and Regulatory Framework 

In China, e-commerce activities now undeniably have the deep influence on almost every corner 

of the society. As North (1990) stated, economic performance and the evolution of the institutional 

framework are mutually influential. Therefore, the development of legal systems with respect to 

China’s e-commerce industry should be examined since they have remarkable influence upon the 

performance of e-commerce companies, which gives rise to organisational strategic responses. The 

formal institutions consist of the mechanism of coercion exerting enforcement (DiMaggio and 
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Powell, 1983) by means of legislation and sanctions (North, 1990). In this study, the legal and 

regulatory framework of China’s e-commerce industry, which involves formal legislations and 

written rules (North, 1990), is an essential institutional element to affect Alibaba’s strategic 

decisions.  

 

According to the data from Ministry of Commerce (MOFCOM) of the Government of China 

(Zhang, 2016), there exists a comprehensive legal framework for e-commerce, which includes 

three levels of legislation: the national law, the departmental rules and regulation, and the local 

administrations (See Figure 5.1). 

 

Figure 5.1 Hierarchy of the Legal Framework of E-commerce in China 

 

  
          

National law 

Electronic Signature Law (2005) is the first national law regulating e-commerce activities in China, 

which was released by the Standing Committee of the National People’s Congress (NPCSC), the 

top facto legislature body in China. This law removed the largest barrier for regulating and 

supervising the e-commerce industry by setting the validity of an electronic document (Zhang, Lu, 

&Ku, 2013). However, since the legislation of e-commerce is a relatively new concept for China, 

National Law

Local Decree

Local Rules

Administrateive 
Rules

Departmental 
Documents

Departmental 
Administrative 

Rules and 
Documents

Documents of State 
Council



 47 

there is a lack of comprehensive law system concerning e-commerce owing to the underdeveloped 

legislation on e-commerce activities.  

 

The regulatory authorities have observed that the unprecedented growth of e-commerce in China 

has brought new challenges, which requires special legislation to regulate e-commerce industry. 

The Chinese legislative authority and the government are enacting the first E-commerce Law. The 

law-making process of the Draft E-commerce Law (“Draft”) has been initiated in 2016 by the 

National People’s Congress of China. The Draft is based on China's vigorously developing e-

commerce business with the aim to serve the national development strategy. From the function of 

this law, it targets to standardise the market order, stabilise the business environment of e-

commerce, and guarantee the consumer right and the security of information. 

 

Documents of State Council and Departmental Administrative Rules and Documents 

The documents published by the State Council such as Administrative Measures on Internet 

Information Services (2000) and Several Opinions on Promoting the Development of Ecommerce 

(2005) are important legislations. The Measures is the first regulation to govern online transactions 

conducted through e-commerce (Zhang, Lu, &Ku, 2013). By 2015, the State Council promulgated 

many documents on areas: big data, rural e-commerce, cross-border e-commerce, O2O, 

intellectual property rights, etc. (Zhang, 2016). A couple of regulations and rules have been 

released and enacted by regulatory agencies such as MOFCOM and SAIC. For example,  Interim 

Provisions on Procedures for Formulating Online Retailing Platform Rules Interim Guiding 

Opinions on Online Trading（2007）, Interim Measures for the Administration of Online Trading 

and Service (2010) , Measures for the Administration of Online Trading （2014） , Interim 

Provisions on the Administration of Centralized Online Promotion for Goods and Services

（2015）,and  Measures for Penalties against Infringement upon Consumers' Rights and Interests 

(2015). 
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Local Decree and Administrative Rules 

There exists the third-level of legislation, at a regional or local level, which has released some 

rules to govern e-commerce activities. For example, Regulation of Guangdong Province on 

Electronic Trading （2002）, Provisions of Shanghai on Promotion of E-commerce（2008）, 

Provisional Measures of Guizhou on the Administration of Business Behaviour over the Internet 

(2011). 

 

Other Legislations Related to E-commerce.  

Although some legislations were not particularly or exclusively published for e-commerce, these 

legislations also have to be considered since e-commerce is an electronic medium integrating 

resources and mechanisms from various aspects. For example, further protection concerning the 

electronic contract, Internet infringement and network dissemination of information are provided 

by civil laws such as Contract Law, Tort Law and Copyright Law and Regulation on the Protection 

of the Right to Network Dissemination of Information. Some laws relevant to consumer rights 

protection are Law on the Protection of Consumer Rights and Interests and Advertisement Law, 

regulating return policies of online shopping, online advertisements, and responsibilities of service 

providers. Furthermore, an equally significant role is played by the following regulations regarding 

the telecommunication and information safety: NPC Standing Committee's Decision on 

Safeguarding Network Safety, Decision on Strengthening Protection of Network Information 

(Zhang, 2016). 

 

On the hand, the formal rule from the legal and regulatory environment has a substantial impact 

on e-commerce companies’ strategic behaviours owing to the political nature of China. According 

to North’s (1990) argument, the institutional theories necessitate an analysis of the political 

structure, which is the source of enforcement of formal institutions, since the state is a vital 

mechanism of coercion. Reflecting on the data gathered from the secondary research and 

interviews, a common finding can be concluded that the when discussing the formal elements from 

the legal and regulatory environment in China, the e-commerce participants inevitably put 

emphasis on the functions of exerting legal coercion and providing legitimacy. This is because the 

Chinese political structure determines that Chinese Communist Party has dominant and enduring 
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power over the government and legislative authorities with high coercion. As to e-commerce 

companies operating business in China, achieving the legal legitimacy is essential for them to run 

the business with validity and fitness (Oliver, 1991). Otherwise, the potential sanctions for 

organisational resistance to formal rules may impede the development of the business. Therefore, 

the centralised power from institutions in China results in organisations’ high dependence on the 

state’s legal and regulatory system that possesses the monopoly on power. 

 

On the other hand, the current legal framework demonstrated above shows that there is still a lack 

of uniformity in the regulatory agencies and legal framework, as well as the effective enforcement 

governing e-commerce activities in China (Rizzi, 2013). Enforcement-related problems in the 

market are owing to the underdevelopment and inefficiency of the law system of e-commerce. 

Consequently, e-commerce companies find it difficult to manage counterfeiting behaviours such 

as the sales of fake goods through their online marketplaces (Martinsons, 2008). Regarding the 

weakness of legal enforcement by Chinese authorities, the industry insider echoed: 

 

“First, the current situation should be changed by specific legislation and the effective 

enforcement. A group of data can be shared - Alibaba detected more than 4000 clues with its big 

data technology, but the law enforcement departments are only able to deal with less than 500 

cases. From 33 cases that have been adjudicated, 80% of them were just sentenced to probation. 

From 200 cases that have been punished by the industrial and commercial administrative 

punishments, the average fine was less than 100,000 RMB. In other words, for various reasons, 

we sometimes can only watch many criminals getting away. It can be concluded that some 

regulators only focus on checking and exposing the fake goods instead of enforcing the law.” 

(Interview 3, 2017) 

 

Besides the problem of legal enforcement, although the regulatory agencies are now making an 

effort on completing the legislation of e-commerce, there are some main detriments. Taking the 

example of the Draft to illustrate. First, the Draft only points out that the “relevant” departments 

of the State Council are responsible for supervision and management, and thus there is no specific 

division of responsibility, nor general regulatory authorities. Therefore, it neither can effectively 
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solve the current problem of the unclear regulatory system, overlapping or omission, nor provide 

the regulatory basis for associated departments. Second, there is no specific regulatory provisions 

or measures in some areas, such as the investigation of illegal acts, credit supervision, quality 

supervision, so that the content of this part of the draft has specific operational deficiencies, and is 

not conducive to standardise the order. These potential problems are consistent with the comments 

on the draft from the Senior Legal Counsel at Alibaba Group: 

 

“The Draft E-commerce Law doesn’t include regulations on B2B e-commerce, and focuses on 

online retailing sectors referring to B2C and C2C e-commerce. The concept of e-commerce has 

moved to Internet +, industrial Internet and is not only about retail e-commerce, so now the 

coverage of the draft is incomplete. Additionally, at the central level, the general supervision and 

administration department of e-commerce should be the administrative department for industry 

and commerce. At the local government level, taking into account the heterogeneity of the market 

supervision, the local county people's governments or above should have the right to determine 

the division of the administrative responsibilities of the supervision and management on e-

commerce, but the regulatory body should also be consistent with the higher level supervision 

system.” (Interview 2, 2017) 

 

In conclusion, the ambiguity in the law system caused high uncertainty in the private-sector e-

commerce. Facing this situation, a number of e-commerce companies are trying to reduce their 

external dependence in the institutional environment, for instance, some companies are pursuing 

the strategy of diversification with the aim to increase their independence on regulators of different 

industries (Martinsons, 2008). 

 

5.1.2 Findings of Governmental Policies  

 

Formal rules of institutions to e-commerce companies in China also includes the governmental 

policies associated with the development and future path of the e-commerce industry. 
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Institutional transitions in emerging economies mean that emerging economies are more likely to 

have more fundamental, complicated and unpredictable varying interactions between 

organisations and institutions, and thus influence players’ strategic behaviours such as firms, 

which present significant differences from those in developed economies (Peng, 2003). As to 

China, since the Reform and Opening Up, the Chinese economy has created a sustained and rapid 

growth miracle that lasts for 30 years. This growth and investment-led economic growth also 

formed a high input, high energy consumption, high pollution, low efficiency and low technology 

economy. This growth mode is not only related to the low starting point of China’s economy and 

the technology development, but also associated with the one-sided system to only pursuit growth 

rate. In recent years, the central government has been elaborately seeking a more balanced 

economy and sustainable development, which resulted in multiple changes and transitions in 

institutional context. As the government is putting a focus on rebalancing the economy from a 

rapid growth driven by huge investments to a more sustainable growth driven by upgraded 

consumptions, and some necessary institutional overhaul will be made by the government to 

empower full potentiality of some sectors. Therefore, the developing governmental policies 

evidently have an influence on e-commerce activities, which are closely relevant to the economic 

development and embedded in the institutional environment. For example, in 2015, Premier Li 

Keqiang mentioned in the Government Work Report for the first time to develop “Internet +” plan, 

and formally established it as a national strategy. Nowadays, owing to the supporting governmental 

policies and the the rapid growth of the market, the Internet has been gradually moving out of the 

scope of an industry and is becoming a major new engine of the national economy. Consequently, 

the government's strong support also stimulated the rapid growth of the e-commerce market. 

 

Taking the 13th Five-Year Plan for National Economic and Social Development (“the 13th FYP”) 

as an example, the 13th FYP pointed out several important development goals of being a 

moderately prosperous society. For example, promotion of supply-side structural reform and 

improvement of the quality and efficiency of growth are the critical aspects of China’s 

socioeconomic development strategy during the 13th FYP period (KPMG, 2016). The supply-side 

structural reform will become the new opportunities for B2B e-commerce sector. The supply-side 

reform is related to the smooth landing of China's economic transformation. In the future, the 
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industry-based B2B business will provide new momentum to China’s high-end manufacturing and 

modern service industry (CECRC, 2016). During the 13th FYP period, the government will 

encourage the growth of e-commerce industry through accelerating the development of 

commercial logistics and the integration of O2O services. And it was pointed out that the e-

commerce industry is likely to continue experiencing rapid growth thanks to enormous growth 

potential in the rural e-commerce market. As per the Report on the Work of the Government 2017, 

the Chinese government will make more effort on poverty elimination, boosting the growth of 

agriculture and economy in rural areas. In order to accelerate service consumption, the government 

plans to develop e-commerce and logistics infrastructures in rural areas to promote the 

comprehensive development of O2O business which integrate the e-commerce and offline 

resources (Xinhuashe, 2017).  

 

From the interviews with employees from Alibaba Group, the governmental policies have evident 

institutional forces for the Alibaba’s strategy plans, especially long-term strategy plans. According 

to the interviewees, the first reason is that the governmental policies reflect the national strategies 

and future direction of economic development, which lead to institutional transitions and 

consequently affect Alibaba’s competitiveness and business growth. Another reason is that the 

governmental policies also exercise an impact on the major driving factors of the development of 

e-commerce industry, for instance, the infrastructures for e-commerce companies include 

technology development, telecommunication and communication infrastructure, and financial 

infrastructure (Agarwal & Wu, 2015), greatly affecting Alibaba’s capacity of sustained growth. In 

China, these fundamental infrastructures are mainly governed and managed by the central and 

local government.  

 

5.1.3 Alibaba’s Strategic Response  

 

Alibaba has developed several strategic responses to the regulative rules of institutions that are 

most closely relevant to China’s e-commerce legal environment and governmental policies. I 

conclude two type of strategic response of Alibaba based on the analysis of findings and 

institutional theories. First, regarding the existed regulatory and legal framework, the developing 
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legislation, and policies and guidance from the government, Alibaba chose to actively comply with 

the formal rules and bear the basic social responsibilities in order to gain the social legitimacy and 

economic efficiency in China’s e-commerce market. Second, Alibaba chose a buffering strategy, 

which serves the group’s interest, to respond to the institutional deficiency of the current legal and 

regulatory environment of China. 

 

Compliance Strategy 

Since Oliver (1991) assumed that organisations are self-interest, when they predicted to have 

beneficial outcomes, organisations are more likely to choose compliance to in response to 

institutional forces. In this case, the higher the degree of social legitimacy and economic efficiency 

Alibaba perceived to be attainable from conformity to institutional constraints from the regulatory 

and legal environment, the lower the likelihood of Alibaba’s resistance to institutional constraints 

(Oliver, 1991).  

 

Although the e-commerce regulatory and legal system in China remain multiple deficiencies, the 

rapid development and increasing importance of e-commerce have led Chinese regulatory 

authorities to pay more attention to how to optimise the legal system (Rizzi, 2013). For e-

commerce participants, carrying out e-commerce activities means it is necessary to place emphasis 

on understanding and complying the regulations, rules and policies in the changing environment 

since the formal framework regarding online business is complex and with coercion and authority. 

Since Alibaba’s business is closely interconnected with the e-commerce industry and the 

institutional context of China, it faces pressures to comply with the regulatory elements of 

institutions in the country, such as the laws and regulations, because the company needs the 

approval from the institutional constituents to remain social and legal legitimate as well as 

economic fitness in the game (Peng et al., 2008, Oliver, 1991). Furthermore, the company and the 

institutional authorities share similar expectations and goals  of regulating the industry because 

they all aim to establish a fair and efficient business environment. Moreover, complying with the 

national development strategies implied from the governmental policies could offer e-commerce 

companies sustainable business opportunities with considerably high economic efficiency and 
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potential in the long-term. Accordingly, Alibaba tends to comply with the formal institutions as 

the strategic response. 

 

Alibaba’s compliance strategy mainly reflected on its support for the government’s effort on e-

commerce legislation, its call for tougher counterfeiting laws in China, its actions to help the 

government to enhance the enforcement of laws, and its business strategies landscape to respond 

to governmental policies. According to the Senior Legal Counsel of Alibaba (Interview 7, 2017),  

Alibaba supports the e-commerce legislation since it not only adds a new momentum to the Internet 

economy and but also enhances the transparency of online transactions, which provides more 

assurance to the e-commerce enterprises, third-party trading platforms and consumers. He also 

suggested: 

 

“E-commerce enterprises must follow the national laws and bear the basic obligations and social 

responsibilities. In the principle of legislation, the rights of customers should get better protected; 

the relationship between operators and third-party platform should be further refined; 

responsibilities and rights should be further clarified to avoid the lack of regulatory responsibility.” 

(Interview 7, 2017) 

 

Alibaba also needs the coercion of the government to help with solving the counterfeiting problems. 

Although Alibaba remains committed to continuing the anti-counterfeiting activities, without the 

protection of the enforceable regulations and sanctions from the institutional authorities, the 

company’s ability to govern the marketplaces will be limited. The ambiguous laws of fake goods 

and illegal online transactions are the critical reason for the counterfeiting problem (Alizia, 2017). 

Therefore, regarding the lack of effective legislation to against counterfeiting, Alibaba publicly 

called for tougher counterfeiting laws from the authority and established an alliance to fight against 

counterfeiting with cooperation with the government. A General Manager of Alibaba reinforced 

the significance and meaning of counterfeiting activities for Alibaba and introduced the 

counterfeiting alliance formed by Alibaba’s as a strategy to fight against this problem. 
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“With the development of the Internet and e-commerce, the sales of fake goods off-line began to 

spread online, for which Alibaba must invest a lot of manpower and financial resources. As the 

largest and most influential e-commerce company in China, we should take the responsibility of 

fight against counterfeiting to assist the government to regulate the marketplaces. We set up a 

platform of the anti-counterfeiting alliance in 2016, and there are 2,000 people responsible for 

full-time checking. This alliance was co-established with international brands with the support of 

our big data technology. Furthermore, the alliance also cooperates with the regulatory parties 

such as local police forces in different religions of China to hunt down the original roots of 

counterfeits. However, even in such a high-pressure environment, there are still a handful of 

sellers selling fake goods. Their approach not only is contrary to the agreement between the 

platforms, but also destroys the goodwill and trust Alibaba has built up over the years" (Interview 

4, 2017). 

 

As to the aspect of governmental policies, with observing the favourable business opportunities 

from government’s policies, Alibaba adopted specific business strategies to pursue sustainable 

success through complying with the future development tendency interpreted from the 

governmental policies. 

 

The first one is Rural Taobao, which is complied with the government’s policy of speeding up the 

poverty reduction, revitalization of the rural economy, and the development of the rural 

infrastructures to increase service consumption. Rural Taobao is not just a simple e-commerce or 

a two-way circulation of goods, but a comprehensive e-commerce ecosystem for rural areas. 

Through Rural Taobao, Alibaba can access the untapped rural market with huge potential. Cainiao 

Logistics, which is based on Alibaba’s Cainiao Network, is an important component of Rural 

Taobao. Nowadays, the goods that are bought by the villagers online can be delivered directly to 

their home, which is mainly realised through the distribution from the county-level cities. Once 

the goods reach county-level cities, Cainiao Logistics will take the goods to the designated shops 

in the rural areas, and then to individuals in the village. This method solved the problem of “the 

last mile” for e-commerce. Additionally, Cainiao Logistics makes it more convenient for the 

farmers to go shopping online. Rural Taobao not only enables the farmers to buy and sell things 
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online, but also provides loan services to farmers. Ant Financial, Alibaba’s financial service 

platform, provides “Wang Nong loan” to Rural Taobao owners, a loan service that only takes one 

week if the Taobao owner provides appropriate documents. Similarly, the Ant Financial will also 

take advantage of the rural market to accumulate the financial strength.  

 

Strengthening the cooperation with the policy maker is an important part of Alibaba’s Rural 

Taobao strategy. According to the Product Manager of Alibaba, 

 

“In 2016, the National Development and Reform Commission (NDRC) signed a cooperation 

agreement regarding the development of rural areas with Alibaba. According to the agreement, 

Alibaba and the Chinese government will jointly support more than 300 counties (cities, districts) 

for e-commerce development in rural areas. The NDRC will integrate resources to promote and 

guide these areas to have better cooperation with Alibaba. Meanwhile, these activities will also 

encourage more training activities among the rural e-commerce participants. Alibaba will 

allocate more resources to provide support to e-commerce activities in the rural areas, especially 

for the state-level poverty-stricken counties, which is in response to the national goals addressed 

in the Government Work Report and the 13th FYP.” (Interview 5, 2017) 

 

Through applying e-commerce in rural areas in China, poor areas can get connected to new service 

systems and infrastructure, including e-transactions, logistics, payment platforms, finance, cloud 

computing, and big data, etc., and thus enhance self-development capacity. Furthermore, the 

Senior Manager for Strategic Planning of Alibaba stressed the contribution of Alibaba’s Rural 

Taobao strategy to poverty reduction, which assist the Chinese government to realise the long-

term national goals. 

 

“As to e-commerce, enterprises, entrepreneurs, farmer cooperatives in the poverty-stricken areas 

have increased sales of local products through e-commerce channels provided by Alibaba and has 

increased their income. By the end of 2016, Alibaba established e-commerce service systems in 

more than 500 counties in 29 provinces across the country. On Alibaba’s retailing platform, there 

are more than 280 national level poverty-stricken counties that have online retail sales of more 
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than 10 million RMB. In poverty-stricken counties in China, there are more than 28 million active 

online shoppers, and the total sales amount accounts for more than 207.4 billion RMB.” (Interview 

8, 2017) 

 

Buffering Strategy 

Buffering concerns an organisation’s choice to attain independence and discretion through 

lowering the coercion and constraints from institutional pressures (Oliver, 1991). In this case, 

Alibaba’s strategic response to the institutional deficiency in the legal and regulatory environment 

can be concluded as buffering strategy because the high uncertainty of the context and the high 

multiplicity of the constituents result in the higher organisational resistance to institutional 

pressure. 

In China’s e-commerce industry, the inefficient legal enforcement, overlapping regulatory roles, 

and blanks in legislation create substantial uncertainty. Since Alibaba Group operates in an 

increasingly complex and evolving legal and regulatory environment, it is subject to a variety of 

PRC laws, rules and regulations across many aspects of the business, which means high multicity. 

And the uncertainty of laws and regulations may have additional requirements and other 

obligations on Alibaba’s diversified business or otherwise that could adversely affect the group 

(Alibaba Group, 2016). 

To better illustrate this strategic response to institutions, I apply the restructuring of Alibaba’s 

payment service (Alipay) as an example case provided by a senior legal counsel of Alibaba in 

interview (Interview 3, 2017). Alipay was initiated in 2004 to operate Alibaba’s payment services 

(Alibaba Group, 2016). In 2010, the People’s Bank of China (PBOC) issued new policies that 

required non-bank enterprises to get a specific licence to operate in China. In these new policies, 

only guidelines for domestic payment enterprises were provided and no applicable policies were 

issued for foreign payment enterprises. Considering Alibaba’s plan of oversea Initial Public 

Offering (IPO), which may cause uncertainties involved in the regulations for foreign enterprises, 

the group restructured Alipay as an enterprise fully owned by Chinese nationals. Correspondingly, 

the group withdrew all its interest in Alipay and deconsolidated Alipay from the group’s financial 

statements. This move enabled Alipay to get the payment business license in a very timely and 
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efficient manner (Alibaba Group, 2016).  

5.2 Informal Institutions 

As North (1990) suggested, combining formal rules and informal elements of institutions provides 

adequate understanding and analysis of the relationship between organisations’ strategic 

behaviours and institutional pressures.  Although formal institutions are substantially essential, it 

is not complete and comprehensive if we ignore the informal rules of institutions in the 

environment (North, 1990). Informal institutions have reference to cognitions, values, beliefs, etc., 

and commonly related to cultural elements (North, 1990). Culture is the institutional forces which 

is under cultural-cognitive pillars of institutions (Scott, 2013). Cultural elements are broadly 

regarded as consistent constituents in various systems. However, as the degree of 

institutionalization frequently changes, cultural elements are correspondingly varying and often 

being argued and negotiated with social reform and development (DiMaggio & Powell, 1983). 

 

In analysing the influence of informal constraints on the business strategies of e-commence 

companies in China, the focus is best placed on the cultural factors in China’s institutional context 

under normative and cultural-cognitive dimensions. 

 

5.2.1 Findings of Cultural Factors 

 

Owing to the traditional culture and social norms, there is social tendency to do business with 

guanxi in China (Ahlstrom & Bruton, 2001).  

 

According to the interviews conducted for this study, guanxi was emphasised as an informal 

institutional factor from the interviewees who are e-commerce industry insiders and employees 

from Alibaba. Originated from Confucianism, guanxi shows the importance of networks of 

interpersonal and inter-organisational relations. Also, because of imperfection of the formal rules 

of institutions, guanxi and relationship-based commerce are getting popularity in China’s business 

environment (Martinsons, 2008). Even in modern China, the activities in society is still operated 
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within these numerous guanxi networks. (Park and Luo, 2001). Thus, guanxi, in Chinese society, 

is both a very important cultural characteristic and a social norm of activities. 

 

With regard to guanxi in business world, guanxi between private enterprises and government is 

commonly defined as government-business relationship. Guanxi is not only an important element 

of Chinese traditional culture that shapes the cognition and values, but also a significant informal 

rule in China’s institutional environment that influence the “rule of the game” in normative process, 

which now serves as the ingrained root of the government-business relationship, a business norm 

with Chinese label. Thus, when strategy study comes to this notion, analysis based on both 

normative and cognitive pillar should be applied. 

 

In contrast to regulative institutions, normative and cognitive elements of institutions are often 

socially shaped over time (Scott, 2013). Under the traditional Chinese feudalism system, 

businessmen ranked the last in the traditional societal ranking system of “scholars-peasants-

workers-businessman”. Businessmen did not possess any sense of belonging in the society, and 

thus they are heavily dependent on the bureaucratic system for survival. Between the establishment 

of the People’s Republic of China and the Chinese economic reform in the 1970s, there was no 

government-business relationship, since business and politics were highly integrated. The 

government-business relationship discussed in this study refers to the relationship that was 

occurred after the Chinese economic reform, and has been evolving as the development of the 

Chinese society and marketization. 

Generally, the relationship between the Chinese government and business was dangerous and 

abnormal in the past. On the one hand, the government is virtually inseparable from the state. On 

the other hand, there are serious collusion problems between the government and business.   

However, as the degree of institutionalization varies, cultural elements are correspondingly 

changing and often being argued and negotiated with social reform and development (DiMaggio 

& Powell, 1983). After more than 30 years of reform and opening-up, the degree of marketization 

in China has been increasing. The share of industry driven by innovation has become more and 

more significant. Also, modern property rights and management system have been gradually 
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established. The entrepreneurs have gradually been replaced by the new generation and the 

business culture of professional managers has become relatively universal (NSD PKU, 2016). 

Therefore, it is well accepted that guanxi and government-business relationship in China are now 

evolving with the development of the society.  This is consistent with the comment from HR 

Director of Alibaba: 

 

“We believe that in such business and social environment, China is moving towards the modern 

commercial civilisation, and the government-business relationship in China have entered the key 

transition period.” (Interview 6, 2017) 

 

5.2.2 Alibaba’s Strategic Response 

 

Compliance with Co-opting Strategy  

In this study, the evidence from the research and interviews of Alibaba Group suggests that 

Alibaba’s strategies in response to cultural aspects of institutions manifest a compliance as well as 

co-opting. Although the Chinese government-business relationship has been gradually evolving 

from “dangerous and abnormal”, the development of e-commerce companies such as Alibaba is 

still highly close to and dependent on the good government-business relationship. The first reason 

is that the company can attain high legitimacy and reach significant resources from good guanxi 

with the government. Secondly, Alibaba is highly dependent on external dependence on 

government’s support because with the aim of providing future infrastructure of commerce, 

Alibaba’s business has extended to various areas, many of which are closely associated with the 

government’s governance and regulation (Oliver, 1991). Thirdly, the informal rules of institutions 

will play an important role in reducing uncertainty and enhancing legitimacy for organisations 

while formal constraints are unclear or fail (Peng and Khoury, 2008). Since there are many blanks 

and ambiguity in the China’s e-commerce legal and regulatory system, the government-business 

relationship, as the informal rule, can effectively help Alibaba to remove the obstacles. Fourthly, 

unlike the protected state-owned companies, a majority of Chinese e-commerce enterprises may 

always find that they have relatively remote relationships with the formal authorities of institutions 

(Ahlstrom & Bruton, 2001). This fact and the deficiencies of formal institutions cause high 
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uncertainty for e-commerce companies. Since the high uncertainty in the context may cause 

mimetic isomorphism (Oliver, 1991), Alibaba and other e-commerce companies are more likely 

to comply with the existed social and business norms in China, which often refer to strategically 

build and use proper guanxi with the government. 

 
There are some examples from the research which can illustrate Alibaba’s compliance and co-

opting strategies. 

 

Facing the dynamic political and business environment, Alibaba acquiesces the social propensity 

of establishing good guanxi between government and business, and advocated their positive 

expectation on the development of the new government-business relationship in the aim of 

achieving both legitimacy and social acceptance. In 2017, Jack Ma, the president of Alibaba, 

pointed out developing the new government-business relationship in the representative of the 

group in China Green Companies Summit, which is one of the most influential business forums 

dedicated to sustainable development of China's economy. In order to promote the new 

government-business relationship in China, he announced that Alibaba will be responsible for 

developing the China Green Companies Summit as a communication platform for the government 

and enterprises. 

 

Jack Ma pointed out that the new government-business relationship should be complementary to 

each other and mutually beneficial (Sina Finance, 2017). Companies should maximise the 

entrepreneurial spirit and optimise the enterprises’ creativity, and the government should create a 

good environment for the companies. Ma also concluded that since the 18th National Congress of 

the Communist Party of China, the government has dealt with two important issues: one is anti-

corruption, the second is poverty alleviation. These help to lay the solid foundation for a new 

government-business relationship for the future. After the anti-corruption campaign conducted by 

the central government, political and business relations have changed and the business 

environment is more clean and healthy, and thus the new government-business relationship is 

ready to be established.  
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Furthermore, Alibaba has put considerable efforts on strategically cooperating with the local 

government to establish a mutually beneficial government-business relationship for long-term 

growth. In 2015, after the Hangzhou Municipal Government and Alibaba Group signed a strategic 

cooperation agreement, the government started to support Alibaba Group to build e-commerce 

global headquarters and related industries in Hangzhou (Ifeng, 2015). At the same time, the 

government also supported Alibaba in research and development (R&D) of industries such as 

cloud computing and big data, as well as other emerging businesses including cross-border e-

commerce. The government promoted the application of Alipay in Hangzhou to construct the 

“wisdom Hangzhou”. Additionally, the government also improved the surrounding traffic 

condition and the construction of other supporting infrastructure and provided the fast track for the 

administrative examination and approval of enterprise investment and development of Alibaba. In 

return, Alibaba Group took full advantage of its leading role in promoting the transformation and 

upgrading of the traditional industries in Hangzhou. Through e-commerce, Alibaba promoted the 

sales of local goods in Hangzhou and actively integrated e-commerce into government 

procurement. The construction of e-commerce credit system contributed to the development of 

“Credit Hangzhou”. Alibaba also actively undertook corporate society responsibilities by creating 

new jobs, strengthening environmental protection, building harmonious labour relations, and 

participating in public charity. An industry insider addressed the new government-business 

relationship established between Alibaba and the government of Hangzhou: 

 

“The cooperation between Alibaba and Hangzhou is a new type of government-business 

relationship, which means enterprises and governments can support each other when both sides 

promote the cooperation based on the common vision. This new government-business relationship, 

from the government’s perspective, shows the tendency of moving from the management to 

providing service. From the enterprise’s perspective, it helps enterprises focus more on the 

development of the entire region rather than their own development.”  (Interview 1, 2017) 
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Chapter 6 Discussion 

 

To further discuss the research topic, in this chapter, I will introduce implications for both theories 

and practices. Unanticipated implications will be identified and evaluated to extend the scope of 

the study. The extending practical implications for e-commerce companies in the Chinese market 

will be also comprehensively addressed and interpreted. Furthermore, I will demonstrate the 

potential limitations of this study and how they might influence the validity of the work, and then 

point out some suggestion for future study based on my strengthened understanding and internal 

reflections on this study. 

 

6.1 Theoretical Implications 

 

Available findings suggest that the business strategies of e-commerce companies can be shaped 

by formal and informal institutional factors and analysed from regulative, normative and cognitive 

dimensions. Although there exist some limitations, this study contributes some implications to 

prior theories from several ways.  

 

First and foremost, in this study, business strategies and institutions are not independent elements 

since I incorporate specific firm strategies and vital factors from China’s institutional environment 

into an analytical framework constructed by institutional theories. This is consistent with Mike 

Peng’s institutional-based view of business strategy, which concerns that firm’s business strategies 

are deeply affected by the particular institutions including formal and informal constraints (Peng, 

2002). Moreover, when we study institutional factors for organisations in the specific industry 

such as e-commerce industry, we should look into specific countries to collect empirical data since 

different countries have substantially different institutional settings from others (Cai et al., 2010). 

Therefore, this study provides insights of e-commerce strategies in relation to institutional factors 

in an emerging economy, specifically, China, which has distinct institutional factors such as 

democratic centralism and guanxi, the interpersonal and inter-organisational relationship. In short, 

this thesis offers a new perspective of studying institutional theories and organisational strategies 

in specific country and industry setting. 
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Secondly, the findings suggest that the institutions and e-commerce companies themselves can be 

the sources of institutional isomorphism among e-commerce companies in China’s e-commerce 

market, in the coercive, mimetic, or normative process (DiMaggio and Powell, 1983). DiMaggio 

and Powell clarified institutional isomorphism as a homogeneity process to make units in a group 

to resemble others in certain environmental conditions, since organisations pursuit not only 

resource and economic efficiency, but also rationality and social and legal legitimacy (DiMaggio 

and Powell, 1983).  

 

In China’s institutional environment, the regulatory agencies with monopoly and enduring power, 

ranging from the national law-maker, the central government, administrative department to the 

local government and institutions, are the forward-most enforcement agents with coercion for 

firms’ isomorphic conformity to formal institutional factors (Child & Tsai, 2005). For example, 

the State Administration for Industry and Commerce (SAIC), the Ministry of Industry and 

Information Technology (MIIT), and the Standing Committee of the National People’s Congress 

(NPCSC). These agencies of coercion impose institutional pressures on e-commerce companies 

through legal coercion by establishing legislation, regulations, mandates, and making enforcement 

on relevant activities in given domains (Oliver, 1991; DiMaggio and Powell, 1983). Findings from 

Alibaba case suggest that when institutional rules or norms are generally imposed and enforced, 

owing to the perceived view among e-commerce firms with high dependence on institutional 

constituents and social expectations, the companies tend to acquiesce to institutional forces to 

protect their legal legitimacy, economic fitness, and social validity, and thus increase their 

conformity to institutional forces. This logic helps to explain why Alibaba adopts compliance 

strategy to acquiesce with formal rules by supporting the government’s efforts on e-commerce 

legislation, calling for setting tougher counterfeiting laws in China, actively helping the 

government to enhance the enforcement of laws, and optimising business strategies landscape to 

positively respond to governmental policies (Oliver, 1991).  

 

It also implies that the strategic conformity or resistance of organisations to certain institutional 

forces is associated with the dynamic relationship both between e-commerce companies and 
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institutional agencies and among e-commerce companies themselves (Child & Tsai, 2005). 

Furthermore, e-commerce companies can actively yield isomorphism among peer companies 

within the same setting of institutional conditions through interactions with institutional parties 

and offer professionalism and knowledge to set industry rules, guidelines and norms in China’s e-

commerce market. The evidence of Alibaba case indicates that Alibaba is playing a role in 

institutional development. For instance, Alibaba actively called for the Chinese government to 

formulate and enforce tougher counterfeiting laws and regulations, and meanwhile, Alibaba 

established an alliance to fight against counterfeiting with cooperation with the government, with 

its advanced big data technology. E-commerce companies can also be part of networks among 

themselves, which can be used to form alliances to formulate the codes of conduct and business 

norms in the industry and also can be used to build platforms on which companies can share data, 

infrastructures, platforms and technologies. Such interconnectedness is conductive to normative 

and mimetic institutional isomorphism. In this case, it can be found that Alibaba formed public 

research platforms such as AliResearch with the focus on e-commerce research and forecast, and 

maintained leadership in e-commerce alliances such as being the chairman of the Cross-Border E-

commerce Association of Hangzhou (Interview 8, 2017). These activities largely facilitate the 

formulation and functioning of beneficial professional standards, code of conduct in the industry, 

and the legitimacy of the e-commerce companies, which are likely to enhance the isomorphic 

propensity (Child & Tsai, 2005). 

 

Thirdly, another theoretical implication is that when we study institutions and corporate strategies 

in the institutional environment, we should not conflate one dimension of institutional factors with 

others (Scott, 2013). For instance, formal rules of institutions such as law and regulations are not 

always sanctioning and monitoring. Some of them are unexpectedly ambiguous and subtle, instead 

of coercive, and thus formal institutions, sometimes, should also be considered from the normative 

and cognitive dimension (Weick, 1995). In this study, albeit some legislations for e-commerce 

supervision and regulation in China are ambiguous and undergo development, the normative and 

cognitive influence of institutional expectation has already distributed voluntarily through the 

given domain, and tend to increase the conformity of organisations’ strategic responses to 

institutional factors (Oliver, 1991). To illustrate, although the first official e-commerce law which 
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is about to be approved by the Chinese government still remains some detriments such as the lack 

of clear regulatory roles and responsibilities among agencies, this action has attracted broad public 

attention, led to further discussion on e-commerce legislation, and strengthened the importance of 

setting e-commerce laws. This is also conductive to normative isomorphism because it establishes 

legitimacy on a cognitive base and has an impact on voluntary compliance. 

 

Considering another institutional element in this study, guanxi, it is not only an important element 

of Chinese traditional culture that shapes the cognition and values, but also a significant informal 

rule in China’s institutional environment that influences the rule of the game, which now serves 

as the ingrained root of the government-business relationship in China. Thus, when strategy study 

comes to this notion, analysis based on both normative and cognitive pillar should be applied. 

Furthermore, as Peng and Khoury (2008) proposed that informal rules of institutions mainly 

control exchange relationships when deficient formal rules of institutions occur, the role of formal 

rules under regulative dimension should be considered when we discuss informal rules such as 

guanxi in China’s institutional context under other dimensions. 

 

6.2 Practical Implications 

 

6.2.1 Regulative Dimension  

 

E-commerce managers in China should be aware of that formal and informal institutions, 

especially the formal ones, can make a successful business, and can also relentlessly destroy a 

business. Institutions, especially the formal institutions of regulative dimension, have the 

significant influence on key factors that drive the performance of e-commerce companies and the 

development of e-commerce industry. For example, the regulatory system and the enforcement 

determine the effectiveness level of the information and transaction security, privacy protection, 

contract protection, protection for both companies and consumers, e-commerce diffusion, market 

maturity, etc. (Agarwal & Wu, 2015). The government policies about e-commerce may result in 

positive or negative motivational influence for companies to conduct business activities in the 

market. Consequently, e-commerce companies should identify and comply with institutional 



 67 

factors that may bring benefits and long-term development instead of resist because of short-term 

gains. 

 

In China, enterprises often make use of the “hidden rules” in the institutional system to obtain self-

convenience and benefits. However, with the gradual improvement of the formal institutions of 

the state, enterprises in China should face the increasingly stricter formal institutions and pay more 

attention to their own competitiveness instead of playing with the hidden rules. Taking Guomei 

group as an example, taking advantage of the lower price strategy, Guomei Group gradually 

became the leader of the home appliance industry and successfully joined the e-commerce market. 

However, Guangyu Huang, the founder of Guomei, bribed the government to bypass relevant laws 

and regulations, got illegal loans, and finally committed money laundering. Finally, he was lost in 

the capital maze created by himself. In sum, e-commerce companies in China should be cautious 

of responding to institutions to achieve competitive capacities, legal legitimacy, as well as social 

fitness and responsibility. 

 

6.2.2 Normative and Cognitive Dimension 

 

E-commerce companies should pay attention to the institutional transition in China and to build 

the proper government-business relationship with vital institutional agencies. In the past few 

decades, a majority of the Chinese authorities have been delegated to local governments from the 

central government in Beijing, which means the local government has the power to publish policies 

based on their own local business environment (Cai et al., 2010). Besides these diversified local 

business policies, the local government can have a great impact on e-commerce business strategies. 

The central government now seldom deeply gets involved in the decision-making process. 

Additionally, the interpretations and enforcement of laws become more consistent among different 

areas with the national development and reform. Besides, the social structure changes in China 

indicate that the lessening importance of traditional guanxi and the occurrence of the new forms 

of guanxi that refers to the new government-business relationship. Therefore, managers should 

consider the rapidly changing influences of institutions in China before adopting business 

strategies (Cai et al., 2010). 
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Additionally, there is a lack of effective normative institutions in China’s e-commerce market. For 

example, the lack of unofficial industry guidelines, common-recognised business codes, and 

operation standards. E-commerce companies in China, especially leading companies, can work 

together to establish normative institutions through the mimetic and normative process of 

institutional isomorphism. For instance, forming alliances that ensure the presence and 

enforcement of beneficial industrial standards and the legitimacy of the industry (Ahlstrom & 

Bruton, 2002). 

 

6.3 Limitation and Future Research 

 

Firstly, concerning the research methodology, this single case study method is chosen because of 

the time constraint and the feasibility of data access. Compared to the cross-case analysis, the 

single case analysis might be more likely to cause the issue of generalizability. The cross-case 

analysis is more likely to be recommended to process and analyse the data (Wahyun, 2012). A 

single case study on Alibaba is enabled to make comparisons between different companies’ 

strategic responses to institutions. Although Alibaba Group is the most representative case 

company in China’s e-commerce industry owing to its influence, significance, and business 

complexity, its strategic responses to the institutional environment may have limited informative 

and adoptable meaning for some e-commerce SMEs in the industry since the internal resource-

based conditions of both sides are largely different. Therefore, regarding the future research on the 

relevant topic, a cross-case study method on different types of e-commerce companies in same 

institutional context is recommended. What’s more, the comparison between study on this topic in 

developed economies and that in emerging economies may generate insightful results and new 

opportunities and perspectives for the future research. 

 

Secondly, there are also some limitations of the applied analytical framework, which involve the 

hypothesis that institutional factors are the major influencer upon e-commerce companies’ 

strategic responses. Furthermore, the research is based on the context of one certain country, China. 

These assumptions may limit the scope of the research and the generalisation issues (Child & Tsai, 
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2005). Albeit this study applied Oliver’s theories as the analytical basis, which has an integration 

of institutional and resource dependence perspectives to analyse the strategic responses to 

institutional processes (Oliver, 1991), the study put more emphasis on the common assumptions 

of institutional and resource dependence perspective and mainly adopts institutional perspective 

during the analysis. Accordingly, I prefer to elaborately integrate the institutional perspective with 

the resource-based view (Barney, 1991) in the future study concerning business strategy to 

institutions. The resource-based view relies on assumptions that firm resources are heterogeneous 

and immobile, and have four attributes (VRIO: valuable, rare, imperfectly imitable and organised 

to capture value) to become resources that provide competitive advantage (Barney, 1991). I 

observed that when I focus on analysing firm strategies responding to institutions, it is unlikely to 

reach ideal results solely based on institutional perspective because the internal resources and the 

environment of the firm both impose undeniable influence on firm strategies.  By combining the 

institutional perspective with such view of organisational resources, we may have further and 

comprehensive insights into firm strategies.  

 

Chapter 7 Conclusion 

 

In conclusion, this study aims to lay a multi-theoretical foundation for a better understanding of e-

commerce’s strategies responding to institutions in the context of China. Through the in-depth 

research and case study on Alibaba in China’s e-commerce industry, the study presents findings 

and analysis of formal and informal factors of institutions from institutional environment in China, 

demonstrates Alibaba’s strategies responding to those factors from regulative, normative and 

cognitive dimensions, and consequently sheds light on answering the research questions, helping 

to explain how the findings and analysis relate to the expected research objectives and fit in with 

the theoretical foundations. 

 

Research Question: “How did e-commerce companies in China strategically response to the 

institutional factors?” 
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While Alibaba has become a giant dominating the e-commerce industry, unavoidably, it’s also 

facing the existed factors and continuous changes in China’s institutional environment such as the 

transition phase of development. Institutions are either formal (rules, laws, regulations, etc.) and 

informal (codes, norms, etc.), which work together to construct the rules of the game (North, 1990). 

Formal and informal institutional elements bring both opportunities and constrains for e-commerce 

companies from multiple aspects. Meanwhile, Alibaba is countering some constraints and potential 

opportunities as the institutional factors exist, prevail, and continuously undergo evolution. To 

answer the research question, I summarise the findings of formal and informal institutions Alibaba 

face in China’s institutional environment and its strategic responses, as well as the underlying 

rationales. 

 

Formal institutions. Based on secondary research and interviews, the evidence of formal 

institutions derived from China’s legal environment and governmental policies of e-commerce are 

identified and analysed under the regulative pillar. Major institutional agencies and regulatory 

framework regarding China’s e-commerce industry are examined. It can be concluded that e-

commerce market in China is under evolving formal institutions and regulated by institutional 

agencies with monopolistic power. However, the current legal framework demonstrated above 

shows that there is still a lack of uniformity and clear laws in the legal framework governing e-

commerce activities in China (Rizzi, 2013), which leads to uncertainty for e-commerce companies. 

Regarding the governmental policies, China has been seeking a more balanced economy and 

sustainable development, which resulted in multiple changes and transitions in institutional context. 

The developing governmental policies evidently have influence and provide future tendency and 

guidance on e-commerce activities, which are closely embedded in the institutional environment. 

 

Facing the institutional factors, on the one hand, Alibaba adopts compliance strategy to actively 

follow the national laws and bear the social responsibilities to gain the legal legitimacy, social and 

economic efficiency in China’s e-commerce market. It also pursues sustainable strategy through 

complying with the tendency of future development implied in the governmental policies. On the 

other hand, Alibaba chooses some avoidance such as buffering strategy, which in the aim to protect 
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the group’s interest, to respond to the institutional deficiency of the legal and regulatory 

environment. 

 

Informal institutions. During the research of this study, the cultural factor, guanxi, was identified 

as an informal institutional element from the interviewees. With regard to guanxi in the business 

world, guanxi between private enterprises and government is commonly defined as the 

government-business relationship. Guanxi is not only an important element of Chinese traditional 

culture that shapes the cognition and value, but also a significant informal rule in China’s 

institutional environment that influence rules of the game in normative process, which now serves 

as the ingrained root of the government-business relationship, a business norm with the Chinese 

label. Since guanxi in China has been evolving with the economy and social transition, a new form 

of government-business relationship is advocated by both governments and public enterprises. In 

this study, the evidence from the research on Alibaba Group suggests that Alibaba complies with 

the social norm and culture of building good guanxi between government and business, co-opting 

with institutional authorities, and advocated their positive expectation on the development of the 

government-business relationship. Meanwhile, it also adapts to the new style of the government-

business relationship by cooperating with the government. 

 

The implications extend the analysis to theoretical and practical dimensions and further reflections 

on findings, theoretical foundations and the analytical framework. As to theoretical implications, 

the research results imply that the institutions and e-commerce companies themselves can be the 

source of institutional isomorphism among e-commerce companies engaging in China’s e-

commerce market, in the coercive, mimetic, or normative process. The three isomorphic process 

is explicitly analysed with the integration of findings of the research data and Alibaba case. 

  

The implications of the practical aspect are demonstrated from regulative, normative and cognitive 

dimensions. Firstly, I address the significance of attaining legitimacy in the institutional 

environment by giving recommendations for e-commerce managers in China to be aware and 

cautious of the fact that formal and informal institutions. Secondly, concerning the government-

business relationship, the normative and cognitive element of institutions, e-commerce companies 
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should pay attention to the social transitions in China and try to establish the new government-

business relationship with critical institutional authorities. Moreover, I recommend e-commerce 

companies to work together to form beneficial normative institutions for the whole industry. 

 

Lastly, reflections on limitations of this study and outlook on future research are demonstrated. 

The first limitation is associated with the research methodology, which refers to the detriments of 

the single case method in this study. Regarding with this limitation, I recommend a cross-case 

study method on different types of e-commerce companies in same institutional context for future 

study. Furthermore, a comparison between related research based on the context of developed 

economies and that of emerging economies may produce further understanding of this topic. The 

second limitation is the limited assumptions in the analytical framework. Further consideration of 

integrating institutional perspective with the resource-based view is suggested for future. 

 

At last, I hope this study could offer some new insights on theoretical and practical dimensions, 

and make some contributions to the future research focusing on institutional theories and business 

strategies in the e-commerce industry. 

 

 

NOTES 

i In this study, China refers to Mainland China. 
ii “Internet Plus” indicates the application of Internet and relevant information technologies in 
traditional industries. 
iii The “$” refers to the US dollar. 
iv The Reform and Opening Up refers to the Chinese economic reform, which started in 1978. 
v Online-to-Offline is a type of commerce strategy that attracts customers from online channels 
to purchase goods in physical stores. 
vi Taobao Village are e-commerce clusters of rural online entrepreneurs who have online 
business on Alibaba’s Taobao Marketplace. 
 
 
 
 
 
 

                                                



 73 

                                                                                                                                                       
BIBLIOGRAPHY 

Abbott, K. W., Keohane, R. O., Moravcsik, A., Slaughter, A. M., & Snidal, D. (2000). The 
concept of legalization. International organization, 54(03), 401-419. 
 
Agarwal, J., & Wu, T. (2015). Factors influencing growth potential of E-commerce in emerging 
economies: An institution-based N-OLI framework and research propositions. Thunderbird 
International Business Review, 57(3), 197-215. 
 
Ahlstrom, D., & Bruton, G. D. (2002). An institutional perspective on the role culture in shaping 
strategic actions by technology-focused entrepreneurial firms in China. Entrepreneurship: 
Theory and Practice, 26(4), 53-70. 
 
Alibaba Group. (2016, 05 24). Alibaba Annual Report 2015. Retrieved 04 23, 2017, from 
Alibaba Group: http://www.alibabagroup.com/en/ir/pdf/agm160524_ar.pdf 
 
Alibaba Group. (2017). Alibaba Group. Retrieved 04 01, 2017, from Company Overview: 
http://www.alibabagroup.com/en/about/overview 
 
AliResearch. (2016, 10 31). The Report on Taobao Villages in China 2016. Retrieved 03 30, 
2017, from AliResearch: http://www.aliresearch.com/blog/article/detail/id/21130.html 
 
Alizia. (2017, 02 27). Alibaba Urges Tougher Counterfeiting Laws, Enforcement & Penalties. 
Retrieved 04 01, 2017, from Alizia: http://www.alizila.com/alibaba-tougher-counterfeit-law/ 
 
Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of management, 
17(1), 99-120. 
 
Berger, P. L., & Luckmann, T. (1967). The social construction of reality. London: Allen Lane. 
 
Berger, P., & Luckmann, T. (1966). The social construction of knowledge: A treatise in the 
sociology of knowledge. Open Road Media: Soho, NY, USA. 
 
Beyer, H., & Fening, F. (2012). The impact of formal institutions on global strategy in developed 
vs. emerging economies. International Journal of Business and Social Science, 3(15). 
Blake, J., & Davis, K. (1964). Norms, values, and sanctions. Handbook of modern sociology, 
101, 456-484. 
 
Cai, S., Jun, M., & Yang, Z. (2010). Implementing supply chain information integration in 
China: the role of institutional forces and trust. Journal of Operations Management, 28(3), 257-
268. 
 
CBBC. (2015, 03). E-Commerce in China. Retrieved 03 10, 2017, from CBBC: 
http://www.cbbc.org/cbbc/media/cbbc_media/KnowledgeLibrary/Reports/CBBC-E-Commerce-
Report.pdf 



 74 

                                                                                                                                                       
Chen, J., Zhang, C., & Xu, Y. (2009). The role of mutual trust in building members' loyalty to a  
C2C platform provider. International Journal of Electronic Commerce, 14(1), 147-171. 
 
Chen, L. Y. (2016, 10 13). Alibaba Sees ‘Tremendous’ Challenge for Pure E-Commerce 
Business. Retrieved 04 17, 2017, from Bloomberg: 
https://www.bloomberg.com/news/articles/2016-10-13/alibaba-sees-tremendous-challenge-for-
pure-e-commerce-business 
 
Child, J., & Tsai, T. (2005). The dynamic between firms’ environmental strategies and 
institutional constraints in emerging economies: Evidence from China and Taiwan. Journal of 
Management Studies, 42(1), 95-125. 
 
Chong, Z. (2017, 02 27). Alibaba Wants Chinese Government to Help Curb Counterfeiting. 
Retrieved 04 20, 2017, from CNET: https://www.cnet.com/news/alibaba-wants-the-chinese-
government-to-curb-counterfeiting/ 
 
CNNIC. (2017). Statistical Report on Internet Development in China. Retrieved from CNNIC: 
https://cnnic.com.cn/IDR/ReportDownloads/ 
 
Coase, R. H. (1937). The nature of the firm. economica, 4(16), 386-405. 
 
Comte, A. (1853). The positivist philosophy. Vol. I. Translated by. 
 
Cui, M., Pan, S. L., Newell, S., & Cui, L. (2017). Strategy, Resource Orchestration and E-
commerce Enabled Social Innovation in Rural China. The Journal of Strategic Information 
Systems, 26(1), 3-21. 
 
D Harrison McKnight, N. L. C. (2001). What trust means in e-commerce customer relationships: 
An interdisciplinary conceptual typology. International journal of electronic commerce, 6(2), 35-
59. 
 
DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism 
and collective rationality in organizational fields. American Sociological Re- view, 48(2), 147–
160.  
 
DiMaggio, P. J., & Powell, W. W. (1991). Introduction. In W. W. Powell & P. J. DiMaggio 
(Eds.), The new institutionalism in organizational analysis. Chicago: University of Chicago 
Press. 
 
Douglas, M. (1982). The effects of modernization on religious change. Daedalus, 1-19. 
 
Dunning, J. H., & Lundan, S. M. (2008). Institutions and the OLI paradigm of the multinational 
enterprise. Asia Pacific Journal of Management, 25(4), 573-593. 
 
Easterby-Smith, M., Thorpe, R., & Jackson, P. R. (2015). Management research. Sage. 



 75 

                                                                                                                                                       
 
Efendioglu, A. M., & Yip, V. F. (2004). Chinese culture and e-commerce: an exploratory study. 
Interacting with Computers, 16(1), 45-62. 
 
George, A. L., & McKeown, T. J. (1985). Case studies and theories of organizational decision 
making. Advances in information processing in organizations, 2(1), 21-58. 
 
Gibbs, J. L., & Kraemer, K. L. (2004). A cross-country investigation of the determinants of scope 
of e-commerce use: an institutional approach. Electronic Markets, 14(2), 124-137. 
 
Greenwood, R., & Hinings, C. R. (1996). Understanding radical organizational change: 
Bringing together the old and the new institutionalism. Academy of management review, 21(4), 
1022-1054. 
 
Hallett, T., & Ventresca, M. J. (2006). Inhabited institutions: Social interactions and 
organizational forms in Gouldner’s Patterns of Industrial Bureaucracy. Theory and Society, 
35(2), 213-236. 
 
Handy, C. (1995) The age of paradox. Harvard Business Press. 
 
Ifeng. (2015, 11 22). The Cooperation between the Government of Hangzhou and Alibaba. 
Retrieved 04 08, 2017, from Ifeng: 
http://nb.ifeng.com/qtwz/detail_2015_11/22/4582079_0.shtml 
 
IResearch. (2016, 11). The Report on the Development of E-commerce Industry in China 2016 Q. 
Retrieved 03 11, 2017, from IResearch: http://report.iresearch.cn/content/2016/11/265616.shtml 
 
IResearch. (2017, 02). The Report on E-commerce Industry in China 2017. Retrieved 03 08, 
2017, from IResearch: http://report.iresearch.cn/report/201702/2953.shtml 
 
Kang, Y., Shi, L., & Brown, E. D. (2008). Chinese corporate governance: history and 
institutional framework (Vol. 618). Rand Corporation. 
 
KPMG. (2016, 10). China’s transformation and integration with the world economy: 
Opportunities for Chinese and foreign businesses. Retrieved 04 28, 2017, from KMPG: 
https://home.kpmg.com/cn/en/home/insights/2016/10/the-13th-fyp-opportunity-analysis-for-
chinese-and-foreign-business.html 
 
Kraemer, K., Gibbs, J., & Dedrick, J. (2002). Environment and policy factors shaping e-
commerce diffusion: A cross-country comparison. ICIS 2002 Proceedings, 30. 
 
Kwong, P. (2016, 10 13). Alibaba Cloud to use artificial intelligence to smooth Hangzhou traffic 
flow. Retrieved 04 24, 2017, from South China Morning Post: 



 76 

                                                                                                                                                       
http://www.scmp.com/business/article/2027849/alibaba-cloud-use-artificial-intelligence-smooth-
hangzhou-traffic-flow 
 
Lawrence, P. R., & Lorsch, J. W. (1969). Developing Organizations: Diagnosis and Action. 
 
Li, L., & Buhalis, D. (2006). E-Commerce in China: The case of travel. International Journal of 
Information Management, 26(2), 153-166. 
 
Li, P., & Xie, W. (2012). A strategic framework for determining e-commerce adoption. Journal 
of Technology Management in China, 7(1), 22-35. 
 
Ma, Z., Yu, M., Gao, C., Zhou, J., & Yang, Z. (2015). Institutional constraints of product 
innovation in China: Evidence from international joint ventures. Journal of Business Research, 
68(5), 949-956. 
 
Martinsons, M. G. (2008). Relationship-based e-commerce: theory and evidence from China. 
Information Systems Journal, 18(4), 331-356. 
 
Mathews, J. (2006). Dragon multinationals: New players in 21st century globalization. Asia 
Pacific Journal of Management, 23(1): 5–27. 
 
Meyer, K. E., & Peng, M. W. (2005). Probing theoretically into Central and Eastern Europe: 
Transactions, resources, and institutions. Journal of International Business Studies, 36(6): 600–
621.  
 
Mohapatra, S. (2013). E-commerce Strategy. In E-Commerce Strategy (pp. 155-171). Springer 
US. 
 
North, D. (1990). Institutions, Institutional Change, and Economic Performance. Cambridge, 
MA: Harvard University Press. 
 
NSD PKU. (2016, 04 28). Report on the New Government-Business Relationship in China. 
Retrieved 04 26, 2017, from National School of Development, Peking University: 
http://www.nsd.pku.edu.cn/publications/reports/2016/0428/26226.html 
 
Oliver, C. (1991). Strategic responses to institutional processes. Academy of management 
review, 16(1), 145-179. 
 
Park, S. H., & Strauss, Y. (2001). Guanxi and organizational dynamics: Organizational 
networking in Chinese firms. Strategic management journal, 22(5), 455-477. 
 
Peng, M. W. (2002). Towards an institution-based view of business strategy. Asia Pacific Journal 
of Management, 19 (2/3): 251-267   
 



 77 

                                                                                                                                                       
Peng, M. W. (2003). Institutional transitions and strategic choices. Academy of Management 
Review, 28(2), 275–296. 
 
Peng, M. W., & Chen, H. (2009). Strategic responses to global institutional pressures in the 
Chinese toy industry. International Studies of Management and Organization (in press). 
 
Peng, M. W., D. Wang, and Y. Jiang (2008). An institution-based view of international business 
strategy: A focus on emerging economies. Journal of International Business Studies, 39 (5): 920-
936. 
 
Peng, M. W., S. L. Sun, B. Pinkham, and H. Chen (2009). The institution-based view as a third 
leg for a strategy tripod. Academy of Management Perspectives, 23 (4): 63-81.   
 
Peng, M.W. (2000). Business Strategies in Transition Economies: p. 45. Thousand Oaks, CA: 
Sage. 
 
Porter, M. E. (1980). Competitive strategy. New York: Free Press. 
 
Rizzi, Cristiano.  (2013).  E-commerce law in China: the functioning of e-commerce in China 
and the influence of the EU model.  Alphen aan den Rijn, The Netherlands: Frederick, MD :  
Kluwer Law International ; [Distributed by] Aspen Publishers 
 
Sant, S. V. (2015, 02 03). Alibaba Head Downplays Dispute With Chinese Regulator. Retrieved 
03 02, 2017, from VOA NEWS: http://www.voanews.com/a/alibaba-head-downplays-dispute-
with-chinese-regulator/2625757.html 
 
Scapens, R. W. (2004). Doing case study research. The real life guide to accounting research, 
257-279. 
 
Scott, W. R. (2013). Institutions and organizations: Ideas, interests, and identities. Sage 
Publications. 
 
Simon, H. A. (1961). Administrative behavior (2nd ed.). New York: Macmillan. 
 
Sina Finance. (2017, 04 23). Ma Yun: The New Government-Business Relationship. Retrieved 04 
26, 2017, from Sina: http://finance.sina.com.cn/meeting/2017-04-23/doc-ifyepsec0460985.shtml 
 
Singh, N., & Kundu, S. (2002). Explaining the growth of e-commerce corporations: An 
extension and application of the eclectic paradigm. Journal of International Business Studies, 33, 
679–697  
 
Suchman, M. C., & Edelman, L. B. (1996). Legal rational myths: The new institutionalism and 
the law and society tradition. Law & Social Inquiry, 21(4), 903-941. 
 



 78 

                                                                                                                                                       
Sun, S. L., Peng, M. W., & Tan, W. (2017). Institutional relatedness behind product 
diversification and international diversification. Asia Pacific Journal of Management, 1-28. 
 
The Economist. (2013, 03 23). The Alibaba Phenomenon. Retrieved 03 18, 2017, from The 
Economist: http://www.economist.com/news/leaders/21573981-chinas-e-commerce-giant-could-
generate-enormous-wealthprovided-countrys-rulers-leave-it 
 
Towers, N., & Chen, R. (2008). Employing the participative paradigm as a valid empirical 
approach to gaining a greater understanding of contemporary supply chain and distribution 
management issues. International journal of retail & distribution management, 36(8), 627-637. 
 
Wahyuni, D. (2012). The research design maze: Understanding paradigms, cases, methods and 
methodologies. 
 
Weick, K. E. (1995). Sensemaking in organizations (Vol. 3). Sage. 
 
Williamson, O. E. (1985). The economic institutions of capitalism. New York: Free Press. 
 
Xia, M. (2001, 06). E-Commerce Legal Framework Country Report: China. Retrieved 04 02, 
2017, from APEC: http://www.apec.org.au/docs/xia.pdf 
 
Xie, K., & Xiao, J.H. (2014) Trust in E-commerce: A Perspective of Mixed Governance between 
Technology and Institution. Economic Survey, 31(3) 
 
Xinhuashe. (2017, 03 16). The Report on the Work of the Government 2017. Retrieved 04 10, 
2017, from Xinhuashe: http://news.xinhuanet.com/politics/2017lh/2017-
03/16/c_1120638890.htm 
 
Yin, R. K. (1981). The case study as a serious research strategy. Knowledge, 3(1), 97-114. 
 
Yin, R. K. (2011). Applications of case study research. Sage. 
 
Zhang, S., Lu, Y., & Ku, E. (2013, 08 09). China’s E-Commerce Legislative and Regulatory 
Framework. Retrieved 04 06, 2017, from China Briefing: http://www.china-
briefing.com/news/2013/08/09/chinas-e-commerce-legislative-and-regulatory-framework.html 
 
Zhang, X. (2016, 04 28). An Analysis on E-commerce Industry in China. Retrieved 03 12, 2017, 
from GS Stock: 
http://www.gsstock.com/portal/CMS5_G20306002Resource?info=54001939;res=146181957900
02016592515;download= 
 
Zhu, J., & Chertow, M. R. (2017). Business Strategy Under Institutional Constraints: Evidence 
from China's Energy Efficiency Regulations. Ecological Economics, 135, 10-21. 
 



 79 

                                                                                                                                                       
APPENDIX 

Appendix A Interviews Records 
 
 Interviewee 

information 
Key Topics Date 

Interview 1 Industry insider (a) Industry information  February 5th, 2017 

Interview 2 Senior Legal Counsel of 
Alibaba (a) 

Legal and regulatory 
environment 

February 6th, 2017 

Interview 3 Industry insider (b) Legislation and 
enforcement 

March 2nd, 2017 
 

Interview 4 General Manager of 
Alibaba 

Anti-counterfeiting March 7th, 2017 

Interview 5 Product Manager of 
Alibaba 

Rural Taobao March 10th, 2017 

Interview 6 HR Director of Alibaba Government-business 
relationship 

March 15th, 2017 

Interview 7 Senior Legal Counsel of 
Alibaba (b) 

E-commerce Law March 16th, 2017 

Interview 8 Senior Manager for 
Strategic Planning of 
Alibaba 

Rural Taobao March 28th, 2017 

 
 
Appendix B Interview Guide  

Background 

Name and country (anonymous or not):  

Company: 

Your role in the company: 

 

Interview Topics and Questions 

 

1. Based on your professional knowledge and experience, what institutional factors in China 

influenced your company’s development? Specifically, what institutional factors in China 

brought your company challenges? Or any opportunities from institutional environment? 

Could you give an example? 

Continue to ask sub-questions based on interviewee’s background and answer. 
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Sample questions: 

- What kind of e-commerce laws or regulations are in place? How do the authorities 

enforce those regulations?  

- What kind of government policies had significant influence on your company? 

- How do you comment the efficiency of ecommerce legal system?  

- Can consumers easily obtain unbiased information on the quality of the goods and 

services they want to buy? Are there independent consumer organizations and 

publications that provide such information?  

- How do your think of the influence of Chinese cultural norms on shaping your 

company’s business strategy and the market? 

- How do you value the relationship between e-commerce companies and Chinese 

government? 

 

2. What is your company’s business strategy in short-term and long-term? 

 

3. How did your company’s strategic responses to institutional factors you mentioned in 

Question 1? Please share some examples. 

 
 
 
 
 
 
 
 
 
 
 
 


