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Abstract

With the growing globalisation and rapid technological change in today’s business
world, an increasing number of firms in several industries are adopting coopetition -
simultaneous pursuit of cooperation and competition, as a strategic tool to improve
competitiveness and performance. The logic driving this phenomenon is that since
competitors face similar challenges, they may possess diverse resources and
capabilities that may benefit each other. Despite its strategic importance to firms, it has
been argued that coopetition may undermine firms’ survival as it exhibits difficulties
such as misunderstandings, opportunism and appropriation concerns. In recent years,
coopetition scholars have suggested that for firms to benefit from coopetition as a core
strategic tool, firms need to develop coopetition capability to manage the opportunities
and challenges associated with cooperating with competitors. Notwithstanding its
theoretical appeal to the academic community and interests from managers, current
understanding of conceptual domain, development and outcomes of coopetition
capability is lacking in the scholarly strategy literature, and small business research is
particularly lacking on this topic. Accordingly, the aim of this study is to address this
gap in the literature.

The study draws insights from the dynamic capability perspective, institutional theory
and resource based view of the firm to develop a model of the drivers, boundary
conditions and performance outcomes of coopetition capability. The model is tested in
an empirical study of small and medium-sized firms in Zambia, a sub-Saharan African
economy. Findings from the study help advance the small business strategy literature in
several ways. First, findings show that coopetition capability comprises five distinct but
related dimensions that collectively have a positive effect on coopetition performance.
Second, while institutional support is negatively associated with coopetition capability,
managerial ties and coopetition learning process are positively related to coopetition
capability. Third, coopetition capability has an indirect effect on financial performance
through coopetition performance. Fourth, while coopetition capability is positively
associated with coopetition performance, this relationship becomes stronger when
institutional support and coopetition learning process are lower. The study discusses
theoretical, managerial and policy implications of the findings whilst providing
valuable avenues for future research.

Keywords:

Coopetition capability, institutional support, managerial ties, coopetition learning
process, coopetition performance, interfirm relationship, SMEs.
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Chapter 1 : Introduction to the study

“The test of a first-rate intelligence is the ability to hold two opposing ideas in mind at the same time and

still retain the ability to function. ”( F. Scott Fitzgerald).

1.1 Introduction

The aim of this chapter is to introduce the topic of study. A research background and
gaps in the literature that motivate the study as well as research objectives are
discussed. Expected contributions of the study at the theoretical, empirical, practical

and contextual levels are then presented. The chapter ends with an outline of this thesis.

1.2 Research background

The worldwide trends of globalisation, technological evolution and market
liberalisation are not only restructuring markets but also challenging traditional
approaches to enhancing a firm’s performance. Indeed, in today’s dynamic and
complex business world, it appears that a firm’s ability to compete is tied to its ability
to cooperate with key market and non-market players (Baron, 1995; Baron, 1999;
Mazzola and Perrone, 2013). Focusing on market players, the literature identifies the
players to include customers, suppliers, distributors and competitors (Peng and Luo,
2000). Within the context of a firm’s cooperation with market actors, past research has
extensively examined a firm’s cooperation with customers, suppliers and distributors,
while efforts to study the dynamics of a firm’s cooperation with competitors remain
limited and fragmented, and often subsumed within the broader notion of interfirm
cooperation. In studying interfirm cooperation with a focus on cooperation between a
focal firm and its competitors, researchers have begun to look at the concept of

coopetition.



The literature on inter-organizational cooperation now recognizes coopetition (or co-
opetition) as a new way of doing business, where cooperation occurs between
competitors (Brandenburger and Nalebuff, 1996; Bengtsson and Kock, 2000; Ritala,
2012). Coopetition refers to simultaneous pursuit of cooperation and competition
(Raza-Ullah et al., 2014), and is generally viewed as a viable resource pooling strategy
that enhances firm competitiveness and growth (Gnyawali and Park, 2011; Bengtsson
and Johansson, 2014; Bouncken et al., 2017). Brandenburger and Nalebuff (1996)
articulate that the increasing inter-operating activities of many industries meant that
competing organizations need to cooperate to ensure that their products worked
together to create greater market value. In other words, the coopetition logic is that
businesses need to give up fighting over division of the pie (customers) and focus on

strategies for growing the pie (Henricks, 1996).

Given their lack of key resources, limited market presence, marketplace illegitimacy
and dependence upon narrow product and service lines, small and medium-sized
(henceforth SMESs) face a plethora of challenges that may inhibit their growth prospects
(Bruton, 2010; Bruton and Rubanik, 2002). To prevail, scholars have advocated that in
addition to cooperating with other firms in vertical interfirm alliances, SMEs should
also develop horizontal cooperative relationships with competitors, coopetition, to pool
resources together to strengthen their competitiveness (e.g., Gnyawali and Park, 2009;
Bengtsson and Johansson, 2014; Bouncken and Kraus, 2013). The logic is that since
competing firms are likely to face similar challenges they may possess diverse
resources and capabilities that may benefit each other. As such, it makes sense for

competing firms to cooperate to enhance their collective ability to create market value.



For example, the coopetition logic informs the behaviour of Micro Focus (formerly
Novell) supply networking software, Netware, to rival high-technology companies to
link desktop computers to printers and file servers. Beyond the high-technology
industry, evidence shows that the phenomenon is growing steadily in other industries,
including steel, manufacturing, airlines and brewery. In the brewery industry, for
example, when Avery Brewing Company Limited in Colorado and River Brewing
Company Limited in California in the United States discovered in 2008 that they were
both producing “Salvation Beer”, they pulled resources together to produce and market

Craft Beer, which by 2014, has produced a sustained double-digit sales growth.

The role of coopetition may be of particular interest for small businesses in developing
economies who face increased vulnerability to environmental shocks, sudden changes
in regulation or technology, limited resource base, and shifting customer needs and
expectations among other many challenges (Boso et al., 2013; Acquaah, 2007
Hoskisson et al., 2000). As coopetition scholars have suggested, a coopetition strategy
may help SMEs generate mutual and individual business successes (Gnyawali and
Park, 2009; Bouncken and Kraus, 2013; Ritala et al., 2014). For example, in Asia
SMEs tend to overcome their resource constraints by forming clusters which enable
member-firms to seek financial resources together and borrow from each other, which

reduces general financial costs (Kauffmann, 2005).

Nevertheless, the literature also indicates that coopetition is a challenging strategy and
that some firms do not succeed in coopetition as they do not meet their goals for
pursuing this strategy (Gnyawali and Park, 2009; Tomlinson and Fai, 2013; Bouncken
and Kraus, 2013; Bengtsson and Kock, 2015). For instance, Gnyawali and Park (2009)

suggest that while coopetition may help SMEs gain economies of scale, reduce



marketplace uncertainty and risk, and speed up market entry of new products, the risk
of technology theft, the challenge of management style misfit, and loss of focal firm
control may cost SMEs for cooperating with competitors. While acknowledging the
benefits of coopetition to SMEs, Tomlinson and Fai (2013) argue that coopetition
comes with risks such as technology leakage to rivals and loss of control over a firm’s
innovation process. Surprisingly, their study found that cooperation with rivals does not
have significant impact on SMEs’ success. When Bouncken and Kraus (2013)
examined the coopetition—innovation relationship, they found that coopetition can
indeed trigger and, at the same time, limit introduction of radical innovations. Taken
together, these equivocal findings suggest that coopetition can be both beneficial and

costly for SMEs.

Today, scholars seem to agree that coopetition is inherently paradoxical as it involves
cooperation between rivals with different identities, motives, and goals to create
common values and realise greater private benefits from that value (e.g., Bouncken et
al., 2015; Fernandez et al., 2014; Bengtsson et al., 2016). These differences in the
partners lead to opportunistic behaviour and tension which in turn inhibits effectiveness
in coopetitive relationships and could damage firm performance. As coopetition is now
considered an integral part of many firms’ strategy agenda, the fundamental question
asked by this study is: how do firms develop coopetition management capabilities to

maximize the benefits of coopetition and contain its costs?

1.3 Gaps in the literature

Currently, the coopetition literature has evolved on this question. Indeed, the fact that
coopetition is now considered an integral part of many firms’ strategic agenda, issues

of how firms form, nurture and benefit from coopetitive arrangements, how they evolve



and adapt to turbulent market environments, and how they manage coopetitive
relationships in such environments have become important questions which are
attracting increasing scholarly attention (Bouncken et al., 2015). Importantly, recent
coopetition studies have drawn attention to a firm’s coopetition management
mechanisms that may facilitate successful coopetitive relationships (e.g., Gnyawali and
Park, 2011; Bengtsson and Johansson, 2014; Raza-Ullah et al., 2014; Tidstrom, 2014;
Fernandez et al.,, 2014, Gnyawali et al., 2016). In particular, the Bengtsson and
Johansson (2014 ) study demonstrates that SMEs need to develop alliance portfolio
management capabilities to survive in coopetitive relationships with larger firms. More
recently, Gnyawali et al. (2016) rely on evidence from few cases of firms to identify

capabilities necessary for an effective management of coopetitive relationships.

Although active and constructive scholarly debate on the ontological assumptions of
coopetition concepts is still ongoing, which is healthy for scientific discourse (Bagozzi
et al., 1991), the debate is currently silent on the dynamics and processes that make up
coopetition capability. The existing literature is still not clear with respect to how firms
develop and benefit from coopetition capability. Despite the heightened interests of
SMEs to cooperate with competitors and the current growing scholarly enthusiasm
about the coopetition capability concept, the literature is silent particularly on the

processes that SMEs undergo to manage their relationships with competitors.

Given the silence in the coopetition literature on the conceptual domain, drivers,
boundary conditions and performance outcomes of coopetition capability, this study
borrows from existing theory in the broader interfirm relationship management
literature list of managerial tools, practices and principles that firms may use to deal

with the opportunities and challenges of coopetition (e.g. Kale and Singh, 2007; Kale



and Singh, 2009; Schilke, 2013). For example, Kale and Singh (2007) and Schilke and
Goerzen (2010) found that formalized management routines that enable firms
effectively manage their strategic alliances had a positive impact on alliance success. In
terms of the drivers of such routines, referred to as alliance capability or alliance
management capability in the literature, a review of the literature indicates that past
research has largely focused on internal firm factors such as alliance experience, and

alliance function as drivers of alliance management capability.

To the extent that there appears consistency in literature that firm specific factors foster
the development of interfirm relationship management capabilities (e.g., Kale and
Singh, 2009; Heimeriks and Duysters, 2007; Schilke and Goerzen, 2010; Sluyts et al.,
2011), a closer inspection of this literature indicates that some components of the
antecedents have been ignored. Indeed, studies that have examined the influential role
played by a firm’s resources and capabilities in determining the extent to which a firm
develops interfirm relationship management capabilities have largely focussed on
organisational level structural factors to the neglect of individual level resources and
processes with potential to foster the development of interfirm relationship
management capability. For example, the role of managers and learning processes in
the development of relationship management capability is lacking in the literature. Yet
strategy theorists suggest these to be critical inputs to the development and success of
firms’ strategic moves and actions (Barney 1991a; Augier and Teece, 2009; Makadok,
2001; Teece, 2012). In addition, the role that institutions play in shaping interfirm
relationship management is not explicitly provided for in the literature. Yet, the
institutional theory posits that institutions, as reflected in government legislation as

well as in the professional and commercial norms of behaviour in a given environment,



constrain firms’ strategic actions (Grewal and Dharwadkar, 2002; North, 1990). This

suggests massive implications for firms in interfirm relationships.

Furthermore, a review of the previous interfirm relationship management studies shows
that contingent factors have been neglected in most of the studies with Schilke (2014a;
2014b) being notable exceptions. Although relatively more of prior dynamic capability
studies have examined the conditions under which dynamic capabilities are likely to be
more effective for performance, an analysis of the contingency variables studied
indicates a focus on external task environmental factors to the exclusion of institutional
environmental factors as well as firm specific factors. Actually, Schilke (2014a),
Barretto (2010), and Eriksson (2014) acknowledge this gap and recommend that future
studies should include other external and internal contingencies in order to give a

holistic picture of the dynamic capability-performance relationship.

An additional deficiency of the extant literature is that much of prior research on the
broader interfirm relationship and coopetition in particular, has focused on larger
organizations located in industrialised economies in North America and Western
Europe. The few studies that have examined interfirm cooperation in SMEs are silent
on how such firms develop and manage relationships with competitors. Moreover,
hardly has any research investigated sub-Saharan African developing economy SMEs’
ability to manage relationships with marketplace rivals (Peng and Bourne, 2009). Yet,
as George et al. (2016) inform, Africa presents exciting context and rare opportunity to
advance knowledge to existing management theories and to test their relevance beyond
the developed economy context. Consequently, this study aims to address the apparent

lack of scholarly works on the conceptualisation of coopetition capability, its



determinants, consequences, boundary conditions, and applicability to SMEs in a

developing economy.

Indeed, the lack of theoretical convergence and empirical work on the coopetition
concepts suggests that a research agenda is justified that uses the existing discourse on
the coopetition topic as a platform to launch additional empirical enquiry. In fact, the
growing importance of the coopetition phenomenon and the recognized dearth of
scholarly research on the topic have prompted leading strategy journals such as Long
Range Planning to recently call for special issues on the topic. A major concern is that
despite the recognized importance of organizational practices that generate an
environment for competition and cooperation to occur simultaneously, scholarly
research on the topic is limited (Bouncken et al., 2015), particularly in the small

business literature (Padula and Dagnino, 2007, Park et al., 2014).

Accordingly, the motivation of this study is to address the aforementioned gaps in the
interfirm relationship literature by exploring the questions of how coopetition
capability is conceptualised, how coopetition capability benefits or hurts coopeting
partners, how firm specific factors and environmental forces drive coopetition
capability, and at the same time condition the outcomes of coopetition capability in

SMEs operating in developing societies.

1.4 Research questions

In light of the issues discussed above, this study hopes to build on the inter-firm
relationship management scholarship in general, and the coopetition studies in
particular, by providing answers to the following five questions:

1. What is the nature of coopetition capability and how can it be conceptualised?



2. What factors foster the development of coopetition capability?

3. To what extent is coopetition capability related to coopetition performance?

4. To what extent is coopetition performance related to financial performance?

5. What factors condition the coopetition performance outcomes of coopetition

capability?

1.5 Research objectives

In seeking to answer the above research questions, the study aims to extend the current
understanding of the conceptual domain of coopetition capability, the factors and
processes underlying its development, its performance outcomes and contingencies. To
this end, the study proposes, describes and empirically tests a model comprising the
antecedents, boundary conditions and performance outcomes of coopetition capability.
The results should provide a better understanding of the building blocks and
antecedents of coopetition capability, associations between coopetition capability and
performance as well as contingencies on the coopetition capability-coopetition
performance relationship. Ultimately, the study hopes to provide insights and
suggestions to researchers, practitioners and managers on how firms may build their

ability to effectively manage coopetition to benefit and enhance financial performance.

1.6 Contributions from the study

The study centres around the way in which coopetition capability develops and
enhances performance. Whereas most coopetition research has focussed on the
antecedents and performance outcomes of coopetition, research on how firms can
manage their coopetitive relationships to benefit from successful relationships is scarce
in the literature. This is surprising considering the fact that the literature clearly stresses
the existence of challenges and failure in interfirm relationships (e.g., Dyer and Singh,

1998; Koza and Lewin, 2000; Heimeriks and Duysters, 2007). This study introduces
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the notion of coopetition capability, defined as a firm’s ability to manage cooperative
relationships with its competitors in its industry (Gnyawali and Park, 2011). The study
argues that coopetition capability is a critical dynamic capability for managing
cooperative relationships with competitors that is yet to be clearly accounted for. As
little is known about coopetition capability, the study draws from the resource based
view, dynamic capability and interfirm relationship literature, to understand its
characteristics. The resource based view suggests that a firm is a bundle of valuable and
difficult to copy idiosyncratic resources and capabilities (Barney, 1991a). Dynamic
capability scholars claim that it is the capabilities by which firm resources are acquired
and deployed in ways that match a firm’s market environment that explain firm
performance variance (e.g., Teece et al., 1997; Eisenhardt and Martin, 2000; Zollo and
Winter, 2002; Wang and Ahmed, 2007). Nielsen (2006) argues that to remain
competitive in dynamic markets of today, firms must also possess strong dynamic
capabilities for developing and renewing resources and organizational capabilities. In
fact, Eisenhardt and Martin (2000) state that dynamic capabilities consist of specific
strategic and organizational processes including product development, alliancing, and
strategic decision making that create value for firms within dynamic markets by

manipulating resources into new value-creating strategies.

Thus, building on these theoretical notions, the study focuses on a firm’s processes and
routines that collectively endowed it with a capability for managing cooperative
relationships with competitors. By so doing, the study helps us to learn more about
coopetition performance heterogeneity that is how some firms become successful in
coopetitive relationships and achieve superior performance while other firms do not.
The understanding is that the capability to manage cooperative relationships with

competitors—coopetition capability—accelerates a firm’s access to and transfer of
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knowledge and other key resources embedded in its competitors which have relevant

effect on company growth and competitiveness.

On that account, the study’s first theoretical contribution lies in its conceptualisation of
the coopetition capability construct. Consistent with Schilke and Goerzen’s (2010)
conceptualization of alliance management capability, the study demonstrates that
coopetition management competence comprises interfirm coopetition coordination,
coopetition portfolio coordination, coopetition learning, coopetition proactiveness, and
coopetition transformation. These five organizational routines enable firms to
effectively and efficiently manage their coopetition arrangements towards successful
outcomes. To the author’s knowledge, the study is the first to build on and validate
Schilke and Goerzen’s (2010) work on the conceptualization of interfirm relationship
management capability as a multidimensional construct in the context of cooperation
with competitors in developing economies. By doing so, the study provides a reliable
and valid coopetition capability instrument that coopetition researchers might use and
therefore lays a strong foundation for future research in an effort to investigate

interfirm relationship management capability including the coopetition context.

Another clear contribution of the study lies in the development and empirically testing
of a theoretical model consisting of drivers, boundary conditions and performance
outcomes of coopetition capability. The study uncovers knowledge on the antecedents
of coopetition capability. More precisely, the study advances knowledge on how
managerial ties, coopetition learning process and institutional support lead to the
development of coopetition capability. Whereas the literature is silent on the role of
managerial ties in building interfirm relationship management capabilities and success,

and thus this study advances knowledge in this area, alliance scholars have examined
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alliance learning process as an antecedent to alliance success. Surprisingly, empirical
research on the relationships among learning mechanisms, management capability and
relationship success is missing and the links remain somewhat confusing in the
literature. This study therefore represents the first of the studies to untangle the

relationships among these three constructs simultaneously.

In addition, while previous research has been effective in using the resource based
view, transaction costs theory and game theory to explain the drivers of coopetition as
joint value creation, access to resources and efficiency achievement among others, it is
quite surprising, that no research has shown signs of appreciating the role of institutions
in shaping coopetition. This has denied researchers and practitioners of a thorough
understanding of the coopetition phenomenon because firms are embedded not only in
the institutional arrangement in their industry, but also in country-specific institutional
settings, which should not be ignored when analysing firm behaviour. Ahlstrom and
Bruton (2010) share this view and call for the need for researchers to evaluate
institutional characteristics of a country with regard to a specific phenomenon rather
than in terms of general arrangements. One possible explanation to the lack of
application of the institutional theory could be that coopetition studies have mainly
been concentrated in developed countries that have long tradition of stable contract
laws and strong legal structures, with the assumption that the institutional structures in
those countries allow the market to responsibly regulate firms’ behaviours (Gray,
1997). However, SMEs in developing economies such as Africa, operate in a different
institutional context and face unique institutional challenges such as under-developed
legal structures, communication infrastructure and market intermediaries as well as
widespread collectivist social setting (Gray, 1997; Salami, 2011). To the best of the

researcher’s knowledge, this study not only represents the first attempt to examine
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institutional environmental factor as a driver and boundary condition of coopetition
capability in the coopetition literature but also is one of the few studies to incorporate
the institutional environment in the dynamic capabilities and interfirm relationships

literatures.

Furthermore, the study sheds light on whether investing in coopetition capability has
any value for firms. To this effect, the study investigates the links between coopetition
capability and coopetition performance on one hand, and the proposed boundary
conditions of institutional support and coopetition learning process on the other hand.
Results provide rare and intriguing insights on a capability not comprehensively
examined in the coopetition literature. This provides understanding and extends
knowledge on how and when firms can manipulate coopetition capability and leverage

its benefits.

By conceptualising and empirically testing the drivers, performance outcomes and
boundary conditions of coopetition capability as a dynamic capability, this study
departs from prior strategy research which has focused primarily on theorising, but not
empirically demonstrating the dynamic capability antecedents-contingencies-
performance link. The few extant empirical studies to investigate both drivers and
outcomes of dynamic capability have not only focused on a limited set of components
but have also excluded the boundary conditions. The inclusion of contingencies in this
study’s model is a timely response to Barreto (2010) and Schilke (2014a) appeals for
more comprehensive dynamic capability empirical research that includes contingencies

to the performance outcomes of dynamic capability.
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At a practical level, the study makes a contribution in the form of policy and
managerial implications. The study provides SMEs with implementable insights
regarding coopetition. Considering the fact that coopetition can be both value
enhancing and value damaging, managers are provided with information on how and
when they can manipulate coopetition capability and leverage its benefits. The study
also furnishes government institutions insights on the performance outcomes of
coopetition capability that will be useful in the formulation of policies that support and

promote effective coopetition management to boost performance in SMEs.

Traditionally, studies on coopetition have focused on large firms to the neglect of
coopetition in SMEs (Gnyawali and Park, 2009). Yet, coopetition strategy could be of
greater importance in SMEs not only because of the firm specific challenges these
firms face but also because these ventures are more vulnerable to environmental forces
compared to their large-sized counterparts (Morris et al., 2007). As such, this study

makes a contextual contribution by examining the coopetition phenomenon in SMEs.

Last but not least, while coopetition has been relatively more researched in developed
countries, not much has been done on the subject in developing countries. Therefore,
this study extends the frontiers of strategy and coopetition literatures to a context
previously unexamined, a developing African economy. By testing the conceptual
model on Zambian-based SMEs, the study provides evidence of the applicability of not
only the coopetition capability phenomenon but also Western developed and validated
measures beyond the developed economy context and is a timely response to appeals
(e.g., Hoskisson et al., 2000; Wright et al., 2005; Xu and Meyer, 2013) to strategy
researchers to embrace developments in such regional settings to advance the

development of theory and practice.
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1.7 Author motivations

World over, SMEs are recognised as one of the necessary recipes for economic growth
and prosperity (Beyene, 2002). There is evidence that SMEs are an important source of
employment creation, provide people with a variety of products and services, intensify
competition, increase productivity and positively impact individual lives on multiple
levels (Amoros and Bosma, 2014; Kauffmann, 2005; Nolan, 2003). In both developed
and developing economies, SMEs are credited for the growth of national economies as
they account for the greatest number of employment growth, and therefore are viewed
as an important tool for national economic growth (Kauffmann, 2005). In Zambia, in
particular, SMEs represent 80% of the private sector and are viewed as one of the
sustainable ways of reducing the country’s dependence on natural resources such as
copper, and of improving the quality of life of households in wealth and job creation
(Conway and Shah, 2010). Recognising the critical role of SMEs in economic
development, Zambia has run a myriad of SME development and support programmes

aimed at enhancing their performance.

Unfortunately, the majority of SMEs in developing economies are weak and stay small
due to lack of resources and difficult business conditions (Beyene, 2002; World Bank,
2013). As a result, SMEs in these economies contribute less than 20% to Gross
Domestic Product (GDP) yet, the figure can reach up to 60% in high-income countries
(Tadesse, 2009). Taking the case of Zambia, SMEs face a plethora of challenges that
inhibit their growth and competitiveness. As such, though accounting for the majority
of the private sector, SMEs contribute less to GDP(Chibwe, 2008). One of the major
challenges SMEs face in Zambia is lack of appropriate resources and capabilities

needed for their growth and survival (AfDB, 2010). The lack of resources and
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capabilities puts SMEs in Zambia in particular jeopardy with the increasing
globalisation and rapid technological change. For the Zambian economy to be
competitive in the future, SMEs need to adjust successfully to the new market

conditions and competitive situations.

The author views coopetition as a viable strategy for pooling resources and responding
to the new competitive conditions and boosting performance of SMEs in Zambia. The
author believes that ultimately, successful coopetition should boost economic growth
and employment levels. Therefore, motivated by the aim to help improve the
competitiveness and performance of SMEs in developing economies in general and in
Zambia in particular, this study examines the coopetition phenomenon in SMEs,
focusing on how SMEs develop and benefit from management mechanisms of

coopetitive relationships.

1.8 Thesis outline

To achieve the stated research objectives and to attend to the other issues discussed in
the foregoing sections, this thesis is divided into eight (8) chapters that explain the
various aspects of the overall research process and that together make the study

complete. Table 1.1 displays an outline of the chapters.
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Table 1.1: Outline of thesis chapters

Chapter Chapter thematic focus

Chapter 1 General introduction to the research, gaps in the literature, research objectives
and contributions

Chapter 2 Review and synthesis of coopetition and interfirm relationship literatures

Chapter 3 Theoretical underpinnings guiding the study, conceptualisation of coopetition
capability, conceptual model and hypotheses arguments

Chapter 4 Philosophical foundations of the research and methodological processes

Chapter 5 Data examination and descriptive analysis

Chapter 6 Measurement scale development and assessment

Chapter 7 Results

Chapter 8 Discussion of the results, implications, conclusions and study limitations

1.9 Chapter summary

This chapter has presented a general introduction to the study including issues
motivating the study as well as gaps in the literature relevant to the study reported in
this thesis. In summary, though coopetition appears to be a viable strategy for growth
and survival in today’s dynamic and competitive business world, it is challenging, with
scholarship suggesting positive and negative outcomes. To this effect, the literature
points to the importance of investing in interfirm relationship management routines and
mechanisms. However, empirical studies focusing on the drivers, boundary conditions
and performance outcomes of such mechanisms in SMEs are rare in the literature.
Besides, the few extant empirical studies on interfirm relationship management to
investigate the antecedents have focused on a limited set of components. Consequently,
this study aims to extend previous scholarly works on the interfirm relationship
literature in general and the coopetition literature in particular, focusing on
understanding the conceptual domain, drivers, boundary conditions and performance
outcomes of coopetition capability. The next chapter is therefore devoted to a review of

the relevant extant literature on coopetition phenomenon.
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Chapter 2 : Literature review

2.1 Introduction

This chapter presents an overview of the relevant extant literature on coopetition and
the general interfirm relationship management capability. The review starts with a
background on the coopetition concept. This is followed by a review on coopetition in
SMEs, the focus of the study. Furthermore, the chapter gives a general review of the
interfirm relationship management capability as applied within the strategic alliance
scholarship. In so doing, a case for gaps in the interfirm relationship management
capability literature in general and the coopetition literature in particular, which merits

the study, is established.

2.2 The concept of coopetition

Extant scholarly research on organizational behaviour has broadly considered the
existence of competition and cooperation as independent and oppositional (Barney,
2001a; Chen, 2008; Porter, 1980), and often, one relationship is argued to harm the
other. The competitive perspective assumes that firms have divergent interests which
prompt them to pursue self-interest oriented behaviours. As such, the competitive
orientation rests on the win/lose perspective where, for one party to win, the other party
must lose. On the other hand, cooperation emphasizes collaboration with other
organizations, rather than competition. The cooperative perspective thus assumes that a
firm’s performance can be enhanced by pooling together complementary resources and

capabilities with other firms (John and David, 1998).

However, researchers in the past two decades have argued against the conventional

view of competition and cooperation as independent and oppositional (e.g.,
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Brandenburger and Nalebuff, 1996; Bengtsson and Kock, 1999; Gnyawali and
Madhavan, 2001), with the contention that competition and cooperation may occur
simultaneously. It is argued that the traditional notion of competition and cooperation
being oppositional ignores the fact that even though competitors may not have a mutual
interest to interact with each other, their relationships can also be characterized by
mutuality and understanding (Bengtsson and Kock, 1999). On that basis, a third
perspective about interfirm interdependences—coopetition—has been introduced to the
strategy lexicon, premised on the idea that competing firms may cooperate with each
other to create mutual and individual values. Defined as the simultaneous pursuit of
cooperation and competition (Raza-Ullah et al., 2014), coopetition is framed as a
synthesis between the competitive and the cooperative views, and is viewed as an
integrative framework (Padula and Dagnino, 2007) that provides a more realistic and

accurate picture of interfirm interdependences.

Although the coopetition concept only became familiar to mainstream business
research much later, in 1996 through a study by Brandenburger and Nalebuff, the term
coopetition was coined among practitioners as far back as 1911. For example, Kirk S.
Pickett of the Oyster manufacturer, Sealshipt, used the term in 1911 to convey the
understanding of how Sealshipt dealers were to act towards one another. He directed
the dealers that,

“You are only one of several dealers selling our oysters in your city. But you are not in
competition with one another. You are cooperating with one another to develop more
business for each of you. You are in ‘coopetition’, not in competition. What competition
there is, is of the kind that you all can fight to common advantage” (Cherington,

1913:144).
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Hunt (1937) also used the term when he called for the unification of competition and
cooperation. However, no public attention was received from these early introductions
of coopetition. It was not until 1992 when Raymond Noorda, founder of Novell,
reintroduced and employed coopetition as a business strategy that Brandenburger and

Nalebuff (1996) adopted the term and made it the title of their book.

2.3  Coopetition and related concepts

Given its paradoxical nature of simultaneous cooperation and competition, coopetition
is usually perceived as either another form of collusion or another form of strategic

alliances. However, the three are not the same.

While both collusion and coopetition involve cooperation with rivals, competing firms
in collusion collaborate to fulfil narrow ‘selfish’ gains such as increasing the partners’
surplus through rises in price and power in monopoly (Rusko, 2011). This in turn leads
to a decrease in total surplus or social welfare as only the two firms benefit at the
expense of consumers. On the other hand, the benefits of coopetition not only spread to
the cooperating partners but also to consumers (Peng et al., 2012; Ritala, 2012; Ritala
et al., 2014). For example, Peng et al. (2012) found that coopetition did not only permit
the attainment of performance levels for coopeting firms but also that it was beneficial
to consumers through lowering costs and improving the value of the market offerings.
This suggests that coopetition produces a win-win situation between cooperating
partners as well as consumers as Luo puts it, “the coopetitive behaviour seeks the
positive-sum, efficiency enhancing effects of competition and cooperation” (2007:
131). On the other hand, collusive moves are usually accused of violating legislation
governing competition as they mostly relate to price fixing (Wu, 2014), thus cannot fit

into the coopetitive framework.



21
A strategic alliance is another field in which coopetition has been partially examined.
For example, Bengtsson and Johansson (2014) used alliance portfolio lens to examine
SME coopetitive relationships. Nevertheless, an insightful and interesting distinction
can be drawn between the two concepts. While strategic alliances are cooperative
agreements, mostly formal, based on a written contract which stipulates the nature of
the cooperation, outcomes, duration and controlling ownership, among other things
(Zeng and Chen, 2003), coopetition includes both formal and informal cooperation with
competitors (Bengtsson and Kock, 2000). Jorde and Teece (1990) define alliances as
“bilateral or multilateral relationships characterised by the commitment of two or more
partner firms to a common goal” (p.85), suggesting that strategic alliances are nearer to
cooperation than competition. In fact, Bengtsson and Kock (2000) makes it clearer that,
“Rivalry and conflict are seen as a threat because they can hamper the performance of a
strategic alliance” (p. 414). In short, while coopetition emphasises on the coexistence of
cooperation and competition, a strategic alliance emphasises on the existence of

cooperation only.

Although the above distinctions, if a strategic alliance involves competitive moves, it
can be said to be coopetitive and in the same way, a collusion where firms compete in

at least one activity is coopetitive (Rusko, 2011).

2.4 Consequences of coopetition

An early discussion on coopetition-performance relationship is provided by Bengtsson
and Kock (2000). Through an explorative qualitative study of two Swedish and one
Finish industries, they argue and demonstrate that lower costs of developing new
products, competence, market knowledge and shorter lead times are some of the gains

from coopetitive relationships. However, a company may lose competitive advantage
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of using unique resources in activities close to the buyers (Bengtsson and Kock, 2000).
Along the same vein, Luo’s (2007) study aimed at providing a framework to analyse
the rationality, behaviour, evolution, and tactics of coopetition for MNEs in global
competition posit that coopetition helps competitors enhance their internal skills and
technologies while guarding against transferring competitive advantages to ambitious
partners. He claims that through competitive collaboration, firms are able to internalise
a partner’s skills, reduce costs, risks and uncertainties. This suggests that while Luo
(2007) and Bengtsson and Kock (2000) argue for positive effects of coopetition, they
also acknowledge the risks, such as transferring competitive advantage to ambitious

partners, associated with coopetitive relationships.

Gnyawali and Park (2011) submit that coopetition is a challenging relationship
characterised by high levels of tension and a competitor risks losing knowledge to a
competitor-partner. This may turn a weak competitor-partner into a strong competitor.
Nevertheless, their in-depth case study aimed at investigating why and how coopetition
between large firms occurs, concedes that coopetition is very helpful for firms to
address major technological challenges, to create benefits for partnering firms, and to

advance technological innovation (Gnyawali and Park, 2011).

Meanwhile, Rusko’s findings from a case study of the Finnish forest industry aimed at
examining the usefulness of coopetition to studying the sustainability of an industry
indicate that coopetition is one of the crucial factors accounting for the success and
sustainability of the industry (2011). However, in other contexts, Oum et al. (2004)
found that while coopetition had a positive impact on firm productivity, it had no

impact on profitability.
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Recognising previous scholars’ ambivalence on the effects of coopetition, Ritala
(2012) empirically examined the moderating effects of market uncertainty, network
externalities and competitive intensity on the coopetition-innovation and coopetition-
market performance relationships. Results from a cross sectional survey of 209 Finnish
firms show that while the coopetition strategy is beneficial under high market
uncertainty and high network externalities, surprisingly the strategy is not beneficial
under high competition intensity when Peng and Bourne (2009) in another context

found the strategy beneficial under high competition.

Bouncken and Kraus (2013) are more straightforward in as far as the ambivalence of
the effects of coopetition is concerned as can be seen in their title “the double-edged
sword of coopetition” (p.205). Unlike Ritala (2012), their study examined knowledge
sharing, in-learning and technological uncertainty as moderators influencing
coopetition-innovation performance relationship. Their results from a sample of 830
SMEs as well as from qualitative validation interviews show that coopetition has a
varying impact on innovation as it can trigger radical innovation, but harm
revolutionary innovation. However, since the focus of their study was on innovation

performance, they did not look at other firm performance measures.

Wu (2014) also examined the dynamics of cooperation between competing firms in
R&D activities, which he calls R&D coopetition, with the innovating firm’s
technological capability and its alliances with universities as moderators. Data from
1499 Chinese firms support his hypothesis that there exists a bell-shaped relationship
between coopetition and product innovation performance. However, the moderators

were shown to weaken the relationship.
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Taken together, these studies suggest that coopetition is both beneficial and costly. The
benefits include pooling of expertise and resources to create synergy, to enlarge
economies of scale, to develop and deliver better products and services by learning and
working together. However, coopetition may be risky and costly as the coopetitive
relationship is usually characterised with high levels of tension and opportunistic
exploitation. A firm may also lose its competitive advantage to a weaker competitor.
Although the studies provide this variation in the consequences of coopetition, there is
a paucity of studies that systematically investigate the conditions under which
coopetition is beneficial and costly and those that have, have largely focussed on
innovation performance. There is therefore need for further research to address this
deficiency in literature in as far as coopetition-firm performance relationship is

concerned.

Furthermore, a careful review of the literature indicates that the majority of the studies
on coopetition have been qualitative, with few studies empirically examining
coopetition using large samples. Gnyawali and Park (2009) acknowledge this gap and
attribute the lack of large sample studies and statistical analysis to the nonexistence of
appropriate and well-developed coopetition measures. Strictly speaking, there is
consistency in terms of direction for further research, with most of the previous studies
calling for holistic empirical investigation on the antecedents, moderating factors, and
consequences of coopetition (e.g., Bengtsson and Kock, 2000; Gnyawali and Park,

2009; Peng and Bourne, 2009; Ritala, 2012; Fernandez et al., 2014).

2.5 Coopetition in small and medium-sized enterprises

SMEs are typically small in nature and as such, they are not endowed with significant

internal resources for market exploitation. This puts them in particular jeopardy
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especially with the increasing globalisation and rapid technological change. Actually,
research suggests SMEs face numerous challenges. For example, Morris et al. (2007)
submits that SMEs are more vulnerable to market uncertainty compared to their
medium and large sized counterparts. Levy et al. (2003) also submits that because
SMEs tend to have small market shares, narrow product lines, and a niche customer
base, it is difficult for them to influence not only price but also business operations as a
whole. More recently, Bengtsson and Johansson (2014) have pointed that small firms
are challenged by the need for external resources due to their difficulty with obtaining

capital and patents.

With the challenges SMEs face, scholars have suggested that coopetition plays a key
role in the strategy and performance of SMEs. Gomes-Casseres (1997) in Gnyawali and
Park (2009) illustrates how Mips Computer Systems, a small firm was able to compete
against IBM and Hewlett-Packard, well-established players, by collaborating with
several small semiconductor firms. Tomlinson and Fai (2013) highlight that SMEs
need to collaborate with other firms, even larger ones, which own relevant resources
which are often not available for purchase in factor markets. This will allow SMEs to
gain access to assets that create value, thereby overcoming the resource deficiency
constraint. Levy et al. (2003) submit that “SMEs’ tendency to engage in coopetition is

likely to positively relate to financial performance” (p.4).

However, while this literature indicates that SMEs may benefit from coopetition, other
scholars suggest that coopetition may also be risky for SMEs. For example, Gnyawali
and Park (2009), using the resource based view, game theory and network theory
developed a multilevel conceptual model consisting of factors at the industry, dyadic,

and firm level to understand the drivers of coopetition and discuss benefits and costs of
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coopetition for SMEs. According to them, economies of scale, reduction of uncertainty
and risk and speed of product development are the benefits attributable to coopetition
while technological risks, management challenge and loss of control are the costs.
However, their conceptual model was not empirically tested to validate their

propositions.

After highlighting the benefits of coopetition in SMESs such as access to intrinsic assets,
Tomlinson and Fai (2013) also note that coopetition comes with risks such as
technology leakage to rivals and loss of control over the innovation process. However,
their study, with data obtained from 371 SMEs, found that cooperation with rivals did
not have significant impact on innovation. Bouncken and Kraus (2013) with a sample
of 830 SMEs also examined the coopetition-innovation performance relationship and
found that coopetition can trigger radical innovation, but at the same time harm

revolutionary innovation.

To summarise, the literature review indicates that though the importance of coopetition
as a strategy for SMEs has been recognised, studies on coopetition have largely focused
on large firms to the neglect of coopetition in SMEs. In addition, while a relatively
large body of previous research theoretically asserts a positive relationship between
coopetition and SME firm performance, fewer empirical studies demonstrate it using
multiple and varied firm performance. As Gnyawali and Park (2009:324) submit
“Given the novelty of the construct, appropriate and well-developed measures do not
exist to perform large sample studies and conduct statistical analyses of coopetition”

Overall, while the majority of coopetition studies suggest the importance of coopetition
in SMEs considering the resource constraints and market challenges that SMEs face in

this global business environment, there appears no conclusive evidence in literature in
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terms of the effects of coopetition on firm performance, suggesting positive effects
(e.g., Morris et al., 2007; Rusko, 2011; Ritala, 2012), negative effects (e.g., Park and
Russo, 1996), both positive and negative effects (e.g., Luo, 2007; Bouncken and
Kraus, 2013; Wu, 2014) and no impact (e.g., Oum et al., 2004; Tomlinson and Fai,

2013). Table 2.1 exhibits a summary of selected studies on coopetition
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Bengtsson To investigate cooperation and | Qualitative Network Cooperation, A firm can be involved in four different types of
and Kock | competition in relationships | Large. theory, competition horizontal relationships at the same time. Apart
(1999) between competitors Sweden. alliances from relationships consisting of competition or
cooperation, a firm can live in symbiosis by
coexisting with other relationships, or being
involved in a relationship simultaneously
containing elements of both cooperation and
competition.
Bengtsson To explore how the division | Qualitative. Sweden | ---- Efficiency in | Time, competence, Firms tend to more frequently cooperate in activities
& Kock | between the cooperative and the | and Finland resource market  knowledge, carried out at a greater distance from buyers and
(2000) competitive  part of  the utilisation, reputation and other compete in activities closer to buyer.
relationship can be made and to need for external | resources of
scrutinise the advantages of resources, importance for its
coopetition. closeness of an | business. But,
activity to the | competitive
customer, advantage of using
competitors’ unique resources in
positions and | activities close to the
connectedness buyer is lost
between them
Tsai (2002) | To investigate the effectiveness | Quantitative. Large | Social network | Centralisation and | Knowledge sharing Inter-unit centralisation has a negative effect on knowledge
of coordination mechanisms on | multiunit company social interaction. competition | sharing and social interaction has a positive effect on
knowledge sharing in knowledge sharing among units that compete with
interorganisational networks of each other for market share but not among units that
coopetition compete with each other for internal resources
Levy et al. | To investigate knowledge | Qualitative. SMEs, | Game theory Knowledge Information system A game-theoretic framework for analysing
(2003) sharing and SMEs’ attitude to | UK sharing interorganisational knowledge sharing under co-
the use of IS opetition and guidelines for the management of
explicit knowledge predicated on coordination and
control theory has been proposed.
Oum et al. | To investigate the effect of | Quantitative. World’ | Resource Number of | Firm productivity and Level of Positive impact on firm productivity, but no impact
(2004) horizontal alliances on firm | top 30 international | dependence alliances profitability cooperation | on profitability. Level of cooperation positively
performance. airlines theory, influences firm productivity and profitability.

transaction
cost.
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Gnyawali To examine how coopetition | Quantitative. global | Network Network centrality, Competitive activity, Market A firm’s centrality is positively related to its volume
et al. | affects firms’ competitive | steel producers structure, structural autonomy. competitive variety diversity of competitive actions and that its structural autonomy
(2006) behaviour. competitive is positively related to the diversity of such actions.
dynamics Market diversity moderates the impact of centrality
and structural autonomy on competitive behaviour.
Luo et al. | To investigate the effects of L . Social Cross functional | Learning mechanism, . . ,
(2006) cross-functional coopetition Quantitative. China | empeddedness | coopetition, learning | Customer and financial Cross-functional  coopetition enhances a  firm’s
mechanism performance customer and financial performance. Performance
returns to cross-functional coopetition occurs through
an underlying learning mechanism
. L Quantitative. SMEs. . . . -
Morris et | To explore the coopetition in Turkey. Mutual benefit, trust and | Business performance Proposes an approach to measuring the coopetitive
al. (2007) a small business context — commitment tendencies of small firms, centered on three
nature of coopetition and underlying dimensions: mutual benefit, trust, and
factors that affect a firm’s commitment. A strong and positive relationship
tendency to cooperate with a between coopetition and performance is identified.
direct competitor.
Luo To provide a framework to | Qualitative. MNEs Competitive Increasing interdependence | Efficiency enhancing Several broad guidelines for building coopetition
(2007) analyse  the  rationality, dynamic between global partners | internalise a partnering relationships.
behaviour, evolution, and and the heightened need for | rival’s skills. reduced
tactics of coopetition for collective action. Risk | costs, risks and
MNEs in global competition. sharing, uncertainties  associated
Strategic flexibility with innovation.
Mariani Top analyse the formation of | Qualitative: case | Institutional Institutional environment Improved performance Identifies specific strategic learning processes that
(2007) coopetition as an unintended | study. theory intervene in the formation of cooperation, and
and  therefore  emergent | ---- introduces two related new concepts of imposed
strategy. Italy cooperation and induced coopetition.
Walley To present a research agenda | Qualitative: - - - An agenda for research in the field of coopetition:
(2007) for researchers interested in | Literature review typologies and models of coopetition; coopetition and

coopetition.

firm performance; coopetition within an economy;
resources, capabilities, and competencies
underpinning coopetition; application of coopetitive
strategy; managerial perceptions of coopetition;
internal coopetition; coopetition and consumers.
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Padula and | To propose the notion of | Qualitative Game theory Environment-related and firm- | intrusion of Developed a series of propositions
Dagnino cooperation as a truly related factors competitive  issues linking the rise of coopetition to a set of,
(2007) coopetitive game and develop within a cooperative respectively, environment-related and
propositions on the rise of game structure firm-related factors in order to explain the
coopetition. drivers of the intrusion of competitive
issues within a cooperative game
structure.
Chin et al. | To examine success factors | Qualitative: Literature | ---- Management ~ commitment, | Successful The results show that management
(2008) critical to coopetition strategy | review and expert relationship development, | coopetition leadership and development of trust are
management. interviews manufacturing communication management. the most important success factors
sector. Hong Kong
Gnyawali To develop a conceptual | Qualitative. SMEs, US Resource based | Industry level, firm level, Benefits: economies Developed a multilevel conceptual model
and Park | framework that helps to view, game theory, | dyadic factors: of scale, reduction of consisting of factors at the industry,
(2009) understand factors influencing and network theory uncertainty and risk, dyadic, and firm level to understand the
coopetition strategies speed in  product drivers of coopetition and discuss benefits
development. and costs of coopetition for SMEs.
Costs: technological
risks,  management
challenge, loss of
control.
Peng and | To address the coexistence of | Qualitative: case study of | Resource Based | Homogeneity and | ---- Two organisations will compete and
Bourne competition and cooperation | two healthcare networks. | View and intensive | heterogeneity in resources. cooperate simultaneously when each
(2009) between networks, and to depict | Taiwan competition and | Intensive competition organisation has complementary but
how networks with different strategic positioning distinctly different sets of resources and
structures interact with each perspectives. when the field of competition is distinctly
other. Network structure. separate from the field of coopetition.
Two networks will find it easier to
balance competition and cooperation
when each network has compatible but
distinctly different structures.
Bengtsson To conceptually develop the | Qualitative Game theory Value creation, and value | Achieve growth over Conceptual, outlines how different types
etal. (2010) | understanding of coopetition utilisation: firms create value | time and remain of coopetitive interactions result in
dynamics and to enhance by sharing knowledge and | competitive. archetypical  situations  where the
the conceptual clarity of resources through cooperation, | But, may lead to dynamics of coopetition are present as
coopetition. but are forced by competition | collusive behaviour well as where the dynamics of
to utilise outcomes and prominent coopetition are missing due to a lack of

dysfunctions

balance  between
competition.

cooperation  and
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Rusko To discuss the | Case study, linear- | Game theory Create greater value | Coopetition as one of the crucial factors It is not only strong domestic competition, but
(2011) usefulness  of  the | analytic structure. or benefit, that is, to | contributing to the success of the also, and especially, coopetition traditions that
concept of coopetition | Finland improve the | Finnish forest industry. are the crucial factors contributing to the
to studying the performance of the success of the industry.
sustainability of an firms. Coopetition traditions have been present
industry. To create bigger throughout the activities of the Finnish
business pie, while industry, enabling sustainability of the industry
competing to divide to a significant extent.
it up.
Gnyawali To investigate why and | Qualitative:  in-depth | Resource Industry and | Partners’ value creation and Coopetition Coopetition is challenging yet very helpful for
and  Park | how coopetition | case study. Large | based view, | technological appropriation. capability firms to address major technological
(2011) between large firms | firms, US dynamic challenges and | Industry technological development and challenges, to create benefits for partnering
occurs, evolves, and capability opportunities. standards. firms, and to advance technological
impacts the participating Superior and | Industry competitive dynamics. But, innovation.
firms a