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In this chapter the general background to the study is described, and the direction of
the research is pointed out, as well as the limitations that exist. It is aimed to give
readers a general idea of what the thesis is about.

1.11.11.11.1 BackgroundBackgroundBackgroundBackground
Today, more and more businesses are gradually becoming reluctant to be drawn into
the “bloody Red Ocean”, in other words competing by reducing prices in limited
markets. They seek strategic partners to grow the shortest board for their business
cask. Chin et al (2008) argued that a company should use a blue ocean strategy to
develop new markets through creating new values, which can overcome the bloody
competition. Coopetition, one of several blue ocean strategies, is a revolutionary
mindset to break new ground of win-to-win. Coopetition, by definition, is a
combination of cooperation and competition among different organisations
(Osarenkhoe, 2010).

Actually, a few well-known companies have tasted the sweetness of this new strategic
transformation and cooperated with their competitors. Examples include the Japanese
Hitachi Company and American HP Company who both have a high degree of
competition in DVD drives, but they cooperate intensively in RISC computers in
terms of technology agreements and common chip use to satisfy customers’
increasingly higher requirements and shortening of time on new product development
and exploitation (Chin et al., 2008). Advanced technology sustainably drives HP
computer maintaining top position in its field (HPwebsite, 2009). Rubio and Aragon
(2009) came up with four success factors for SMEs, namely technology and
innovation, quality of products, human resources, and management capabilities. But
unfortunately, many SMEs lack sufficient resources to develop the above aspects
(Browers, 2009). At this point, a coopetition strategy can give a beam of light in
obtaining monopolistic and scarce resources by sharing with stakeholders including
competitors. A competitor is not always the enemy. Sharing social business networks
and channels of distribution help SMEs save time in opening new markets and
capturing information effectively (Kock, 2010).

However, Lin et al. (2005) pointed out that the new concept of cooperating with
enemies certainly comes with associated risks. After establishing a partnership with
competitors and sharing resources, it is easy to lose control of core knowledge or
technology to an opponent. Each firm wishes to access the knowledge of the others,
and then apply it in value creation which can reap benefit to themselves only, and not
other partners. In such a situation, once one firm has learned enough from its partner,
it has no incentive to continue incurring the costs of staying in the alliance since
there are no longer common benefits, and the firm will choose to terminate its
involvement (Khanna et al, 1998).

A coopetition strategy is aimed to create exchanges of mutual benefits and added
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value (Zineldin, 2004, Kotzab et al., 2003). The understanding of competition needs
to change, to no longer continue trying to beat others, but rather trying to do well.
These are two things. Coopetitive relationships may conceal very large potential
problems and difficulties when one or more partners are involved. But if it is
well-developed, it can create new value by reducing the transaction cost, the
uncertainty and the level of the financial and practical risks associated with the
purchase or joint investment (Gnyawali et al., 2009).

The main question is how should the organisation develop an effective strategic
coopetition relationship? What is the key word in this non-zero sum game? Zineldin
et al. (2004) suggested that development of trust, commitment, and communication
are critical success factors in a coopetition relationship. Chin et al (2007) agreed that
depending on the aforementioned ethical standpoints to form trust, is far from enough
and hides potential dangers. This blind trust does not always earn trusting behaviour.
It is noticeable that long term agreements with competitors could shape clear
responsibility and benefits, which may maintain trust in a partnership and enhance
legitimacy (Bengtsson and Eriksson, 2010). Moreover, communication management
in a coopetition relationship is of great importance, because it determines a good flow
of data interchange and efficient handling of conflicts (Akintoye et al., 2007).

According to Eurostat SBS 2008 (Structural Business Statistic) calculations, small
and medium size enterprises (SME) occupy 92% of the total number of enterprises in
Sweden. Swedish companies are known around the world for products and services
characterised by quality, innovative technology and modern design (Ewa Bjorling,
2010). Gregor (2004) summarised some natural disadvantages of SMEs, like
difficulties in obtaining finance and other resources, lack of technical knowledge, and
face more uncertainty. Can a coopetition strategy as a new thinking model help SMEs
switch above the drawbacks? The answer may be found from excellent Swedish
SMEs who have successfully infused a coopetition strategy into their business
development.

1.21.21.21.2 PurposePurposePurposePurpose ofofofof thethethethe rrrresearchesearchesearchesearch andandandand rrrresearchesearchesearchesearch questionsquestionsquestionsquestions
Coopetition cases are diffused in practice, but they have not been coherently and
thoroughly incorporated into strategy investigation (Osarenkhoe, 2010). Thus, the
purpose of this study is to analyse advantages and disadvantages of a coopetition
relationship and then construct the critical success factors of coopetition strategies for
those SMEs who are interested or would use them in the future. There are two
research questions that we will explore in our thesis, as follows:

1. What are the advantages and disadvantages associated with a coopetition strategy
in SMEs?
2. What are the success factors of a coopetition strategy for SMEs?
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1.1.1.1.3333 ContributionContributionContributionContribution ofofofof thethethethe researchresearchresearchresearch
The thesis provides a general map of how coopetition networks affect SME growth as
well as revealing the potential risks. The identification of success factors of a
coopetition strategy can help organisations who are going to build and develop
relationships with competitors improve the management of their coopetition strategy.

1.1.1.1.4444 LimitationsLimitationsLimitationsLimitations
The study utilises two small Swedish engineering companies which have already
maintained a good coopetition relationship for 7 years. With limited time and cost,
more companies in other industries could not be interviewed to get more practical
data. Thus, the results are not representative of all SMEs in all the different fields.

1.1.1.1.5555 StructureStructureStructureStructure ofofofof StudyStudyStudyStudy
Figure 1 shows the composition of the whole study. The work consists of seven parts
with different purposes

2.2.2.2. METHODOLOGYMETHODOLOGYMETHODOLOGYMETHODOLOGY
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In this chapter the research approach is discussed and then what method used in
analysing the data is presented. Lastly, a short background on the respondents is
provided.

2.12.12.12.1 ResearchResearchResearchResearchApproachApproachApproachApproach
Qualitative and quantitative research are the two most common approaches used to
study a phenomenon. To differentiate between the two, Boris et al (2005:124) stated
that ”Quality is the essential character or nature of something; quantity is the
amount. Quality is the what; quality the how much. Qualitative refers to the
meaning, the definition or analogy or model or metaphor characterising something,
while quantitative assumes the meaning and refers to a measure of it...” (Boris et al,
2005:124)

Each approach has advantages and disadvantages so it cannot be predetermined which
is better or more useful. Boris et al (2005) suggested that four questions should be
considered when making a choice of conducting a qualitative or quantitative study.
They are “What is your research problem”, “Are you attempting to conduct an
explorative, descriptive, causal or predictive study”, “Which kind of outcomes are you
looking for”, “What kind of information do you want to obtain and what do you
already have access to”. Through answering these guideline questions, it was decided
that a qualitative research method was appropriate to adopt in our investigation.
Actually, the research of two questions “what are the disadvantages and advantages
of a coopetition strategy” and “what are the success factors in managing a coopetition
strategy” can be treated as a process of characterising management experience in a
coopetition relationship. This is an explorative, descriptive study based on the cases of
two Swedish engineering companies. The results depend on more personal working
experience. Solving the two research problems is intended to help SMEs who are
involved in a coopetition network, improve their management and minimise the risks.
Therefore, the outcome is hard to measure through statistic numbers. Moreover, the
scientific articles relative to coopetition are usually more qualitative in character. It
determines that our theoretical foundation and later research design follow a
qualitative style.

When a research project involves the use of theory, deduction/induction research
approaches are an important question concern (Mark et al, 2007). Mark et al (2007)
explained that deduction is a highly structured approach aimed to test existing
hypothesis through collecting quantitative data. In contrast, an inductive approach is
to develop a theory as result of data analysis. A qualitative strategy is usually used
inside, aims to get a feeling of what was going on and understand better the nature of
the problem (Mark et al 2007). As discussed above, the nature of the study is
researching the management experience of a coopetition strategy. If one uses a
qualitative in-depth interview method focusing on small groups, it allows respondents
greater freedom of expression, which facilitates gathering profound and flexible data
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to solve the research problems. According to the purpose of the study and the
adoption of a qualitative strategy as discussed above, an inductive approach is more
suitable for our study. Although our initial study is based on the hierarchical model of
coopetition strategy management by Chin et al (2008), which is in the Hong Kong
industrial context, the result of the data analysis is to develop a theory of a coopetition
strategy particular for SMEs. So our aim is not to test Chin’s model, but to adapt it
within a different context. The issue to understand is why and how something is
happening rather than describing what is happening, so the research is more
appropriate to an inductive method.

2.22.22.22.2 CaseCaseCaseCase StudyStudyStudyStudy asasasas ResearchResearchResearchResearch StrategyStrategyStrategyStrategy
The research strategies available include experiments, a survey, a case study, action
research, grounded theory, ethnography, and archival research. Mark (2005) advised
that choosing a research strategy should be guided by the research questions and
objectives, the extent of existing knowledge, and other resources available. In order to
answer the two research questions, a profound understanding phenomenon within a
real life context was required. A Case study strategy is most often used in explanatory
and exploratory research, which enables researchers to gain a rich understanding in
the context of the research (Mark, 2005). Thus, we believe that choosing a unique and
typical case as the study objective had the ability to generate answers as to what the
benefits and risks of a coopetition relationship are and how to manage them.

Swedish companies are known around the world for products and service
characterised by quality, innovative technology and modern design (Ewa Bjorling,
2010). That is why Swedish SMEs were selected as the case objective. It was difficult
to locate companies already established in successful coopetition relationships. The
contact group at Galve University was asked for help in seeking companies that met
these criteria. It was recommended that Triple Steelix Organisation’s communication
manager Bosse Lijia be contacted in this regard. Triple Steelix is an innovation club
for the development of SMEs working with steel in the industrial region of
Bergslagen (Triple Steel website, 2008). On considering the research topic, Bosse
thought that the Nyhammars Company and Bäckströms Company were suitable for
the study objective. Both are small Swedish engineering companies. Although
competing with each other with certain overlapping products, they have cooperated
for 7 years to maintain services for SSAB. Simultaneously the existing cooperation
relationship and competitive relationship matched the definition of coopetition. Bosse
also mentioned that the perfect cooperation has helped them earn another long-term
contract from SSAB Company. It was therefore decided to use both these two
companies in this research study, in order to improve the quality of the research.
Multiple case studies are considered more appealing and robust (Yin, 1994). While
multiple case studies can collect extensive data, they require sufficient time and
resources.
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2.32.32.32.3 DataDataDataData CollectionCollectionCollectionCollection
Data collection for case studies can rely on many sources of evidence, such as
documentation, archival records, interviews, direct observation, participant
observation, and physical artifacts (Yin, 1994). The data for this study is
predominantly from two sources, primary data from semi-structured interviews and
direct observation, and secondary data from documentation, websites and other
sources.

2.3.1 Primary data collection through interviews

The interview is the most critical source of primary data collection, and usually
conducted with open-ended questions (Yin, 1994). Nyhammars Company and
Bäckströms Company were first contacted in January 2011 via email. The research
topic was introduced and clarified their selection as interviewees. After 9 days, the
presidents of the two companies expressed that they were glad to support the research
study. Finally, the interviews were scheduled for 15th March with Nyhammars
Company and 16th March with Bäckströms Company.

� Questionnaire formulation
The questionnaire has 38 open questions for the face to face interviews. The interview
questions for the two companies were the same (See Appendix 1 and Appendix 2) so
that the data could be compared. The length of the questionnaire was initially
considered to be a problem. The fear was that the respondents did not have the time to
answer so many questions. The questionnaire was sent to the respondents 5 days in
advance of the scheduled interviews and asked if they were happy to proceed. The
respondents agreed to continue but Bäckströms’ president suggested a time limit of no
more than 3 hours. The 38 open questions were divided into 7 groups. Each group
generated different information and served a specific purpose. The groups were
expected to produce the following data:

1) Basic Information about our respondents. In this group, two questions generate
the demographic data for the respondents.

2) Cooperation between Nyhammars Bruk /Bäckströms. A Coopetition relationship is
a combination of cooperation and competition. This sector focused on the cooperation
relationship, and consisted of 5 questions. The intent was to understand the motivation
for establishing a coopetition relationship, and the context in which the two
organisations work together. The fourth question is the most important as it relates
directly to the first research question.

3) Competition between Nyhammars Bruk/ Bäckströms. The two questions were
intended to assess how the two organisations compete. Is the competition tough or not?
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What active and negative consequences does the competition produce? As Bengtsson
et al (2010) mentioned, the degree of competition is influenced by the level of trust.

4) Key factors of coopetition-management commitment. These questions explore the
second research question. The six questions were designed for the purpose of
understanding commitment management in the two companies, whether the
respondents felt that long-term commitment was a key factor and how it affected
development of a trust relationship.

5) Key factors of coopetition-relationship development. Development of a trust
relationship is considered the most important key factor. These questions were
intended explore this factor. The questions were intended to research how these
elements (common goals, exchanging knowledge and sharing risks) contributed to
building a trust relationship between Nyhammars and Bäckströms. Question 4
assesses the respondents’ perspective on what elements they considered important that
were not mentioned in the theories.

6) Key factors of coopetition-communication management. These six questions assess
how the respondents communicated and how conflicts were reduced. Conflicts are
inevitable, but solving them in an effective way is essential to maintaining a stable
coopetition relationship. Question 5 assessed whether and how communication
management influenced a trust relationship development.

7) Miscellaneous. In the last section, the focus was on the disadvantages and potential
risks of a coopetition relationship. In addition, Question 1 required respondents to
evaluate the coopetition relationship between Nyhammars and Bäckströms. Is it risky,
is it beneficial? Is it successful or a failure?

� Presentation of respondents
The two face to face interviews were conducted with two respondents from
Nyhammars Company and Bäckströms Company. The following is a short
introduction of the two respondents:

JanJanJanJan VennerstromVennerstromVennerstromVennerstrom
Position : Marketing manager of Nyhammars Company
Date : 15th March 2011
Time : 9:45am – 11:55 am
In the past ten years he has worked in different positions in Nyhammars Company.He
is currently responsible for customer communications. As marketing manager,
understanding what services and products customers need and want is essential for
him. In addition, he also participates in setting prices and signing customer contracts.

BBBBöööörjerjerjerjeAnderssonAnderssonAnderssonAndersson
Position : CEO / Founder of Bäckströms Mekaniska Company
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Date : 16th March 2011
Time : 9:30 am – 10:55 am
Borje Andersson is CEO of Bäckströms Company and also the sole owner. He has
worked in this company since 1994. Andersson is in charge of talking business with
customers and making contractual decisions as well as leadership outside.

2.3.2 Primary Data Collection through Observation

Observation evidence is a useful source which provides additional data as
supplementary information. Direct observations might be made during a field visit
(Yin, 1994). The opportunity to visit the offices and workshop of Bäckströms
Mekaniska Company arose after the interview. The respondent showed us their
advanced equipment and gave more information regarding how they produce the
products, communicate and collaborate among their front-line works, how their
equipment works. He also told us how difficult it was to survive as a small company
as a result of the financial crisis in 2008. Fortunately, Bäckströms Company is now
recovering rapidly. From the short observation, an understanding was gained of how
important it is for SMEs to be constantly innovative. The workshop of Nyhammars
Bruk Company was not visited due to the limited time available.

2.3.3 Secondary Data Collection

According to Hair et al (2007), secondary data means information is not collected
directly and specifically for the research. Researchers have different classifications of
secondary data. In our paper, the two major sources, documentation and the Internet,
we utilised to collect data. Yin (1994) mentioned that researchers can make inferences
from documents and find new questions related to the objectives of the research,
because comparative and contextual data are provided by documents (Saunders, 2007).
Therefore, we read relevant documents and searched the websites of these two
companies before designing our interview questionnaire.

However, primary data was required because the availability of appropriate secondary
data was limited. That is to say, the initial purpose of secondary data might not match
the specific needs of this research study (Hair et al, 2007).

2.42.42.42.4 ReliabilityReliabilityReliabilityReliability andandandand ValidityValidityValidityValidity
Since a case study methodology had been accepted for this study, selecting
representative and appropriate samples is particularly important. Thus, the
communication manager in the Triple Steel Organisation which consists of about 700
SMEs was contacted. Nyhammars Bruk Company and Bäckströms Mekaniska
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Company were strongly recommended as our study objectives. These two companies
have been working together for SSAB Company since 2004 as well as competing in
the engineering market. In the initial email, the two respondents stated that they were
happy working with counterparts. Thus, it was deemed reasonable and valuable to
choose them as our case study participants. Their coopetion experience enabled this
study to answer the research question. In order to ensure the reliability and validity of
the questionnaire, the assistance of our supervisor Dr Aihie who corrected it was also
obtained. Furthermore, 5 days in advance of the scheduled interviews, it was sent to
the respondents so that they had time to read through it prior to the interview.

A tape recorder was used to record the whole interview. It was a good way to
remember the important information and avoid any misunderstandings. The
questionnaire (see Appendix 2) is attached and the recordings are available for further
researchers. The length of each interview was 1-2 hours. Although the time was
limited, 90% of the questions were completed. English is not the respondents’ nor the
researchers’ mother tongue. So it was inevitable trouble in expressing viewpoints
would arise. However, before the interviews we verbally practiced asking the
questions so that interviewees could understand them. One of the respondents,
Andersson, did not speak good English, but he asked another staff member to assist in
translation. Consequently, language was not a big problem for the overall interview
process. The interviews were not the only data source, multiple sources such as
websites and observations were also used, which increases the reliability of the
research.

2.52.52.52.5 DataDataDataDataAnalysisAnalysisAnalysisAnalysis
There are four main steps used to analysis the qualitative data (Mark, 2007). The first
step is categorisation. The categories provide an emergent structure that is relevant to
the research project to organise and analyse data further (Ibid). So we first classified
our data into two categories. The first category includes Questions 2, 3 and 7 (see
section 2.3.1 questionnaire formulation) and was used to analyse the first research
question “What are the advantages and disadvantages of a coopetition relationship”.
The second category includes Questions 4, 5 and 6 which serviced the second
research question “What are the success factors of a coopetition strategy in SMEs”.
The following step is unitising data. According to the theoretical framework, we
divided each category into different units. The first category is classified in two units,
advantages and disadvantages. The data in the second category is arranged into three
units, commitment management, relationship development, and communication
management. There is an additional unit for extra data which was not mentioned in
the theoretical framework. The third step is recognising relationships, and developing
categories. The irrelevant data is reduced to make it more manageable and
understandable. The final and most important step, is developing and testing
hypotheses or propositions. The purpose of our paper is to explore the benefits and
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risks of a coopetition relationship and to construct a successful model in the SME
context. The empirical data from the interviews was utilised to test the relative
theories, and tried to find the gap between theories and reality. The final results were
supposed to update previous theories and develop a new model for a successful
coopetition strategy for SMEs. It is noticeable that the two respondents did not give
much information about the risk of cooperating with competitors. The shortage of
data makes this area hard to analyse in detail.



15

3.3.3.3. THEORETICALTHEORETICALTHEORETICALTHEORETICALFRAMEWORKFRAMEWORKFRAMEWORKFRAMEWORK
This chapter is divided into 4 parts; the first states the relationship of cooperation and
competition and defines the “coopetition” concept, the second part gives theories for
discussing a coopetition relationship in the SME context including what forces shape
it and the benefit that it provides to SMEs, the third part constructs successful factors
of a coopetition strategy, and the final part links it to a network model. These parts
have different functions in a theoretical framework and guide our empirical study
later.

3.13.13.13.1 DynamicDynamicDynamicDynamic CompetitionCompetitionCompetitionCompetition –––– CooperationCooperationCooperationCooperation RelationshipRelationshipRelationshipRelationship
Brandenburgen and Nalebuff (1996) defined coopetition as “competing without
having to kill the opposition and cooperating without having to ignore self-interest”. It
implied that competition and cooperation can possibly be blended, not like water and
oil. The Chinese middle way also presents a similar viewpoint that two opposites are
interdependent instead of absolutely independent (Chen 2001). It allows two entities
seemingly in conflict to combine as a whole. Chen (2008) created a comprehensive
diagram to depict a competition-cooperation relationship. In the research, the author
came up with a new concept, called all-inclusive opposites. Competition and
cooperation are thought to be interdependent but unseen interactions exist that go
beyond them. As shown in Figure 2, competition and cooperation together construct
the union of two circles.

Figure 2 Competition-Cooperation Relationships
Both/and Interdependent Opposites

Source: Chen (2008)

Two levels of interdependent parts are created: the competition-cooperation
combination (overlap area) and the unseen interactions (the area outside of the union).
In this concept, the coopetition relationship is dynamic not rigid. Chen’s (2008)
research focuses on behavioral exchanges between firms at the action-response level
rather than the structural relationship. In reality, competitive individual moves get not
only a competitive response, but also a cooperative response. Similarly, cooperation
between two firms probably drives competitive attacks such as joining another
competitors’ network. Thus, competition and cooperation are interactive. Moreover,
when establishing deep cooperation relationships with competitors through
exchanging of resources and reciprocity, one firm’s survival and performance tends to
rely on its partner’s. The second level, interdependent opposites, suggest the
importance of broader contextual concerns like government, culture, social values and
norms in the study of competition and cooperation (Chen, 2008:297). No matter how
changeable the competition and cooperation are, they are all within the whole.
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Bengtsson and Eriksson (2010) continued previous research efforts, developing the
understanding of coopetition dynamics and coming up with different types of
coopetitive interactions. After analysis, they concluded that moderate competition and
cooperation is preferable and more dynamic. Weak competition may lead to lack of
pressure for development and innovation. Similarly, weak cooperation has a negative
effect on interaction and motivation to learn and share information with partners. As
to strong competition and strong cooperation, this is ideal in a coopetition relationship
but one which rarely happens in reality, because this type is unstable and frequently
countermoves between competitors. From a long-term perspective, the degree of
competition limits the strength of cooperation. Very strong competition may destroy
the possibility of dynamics in a cooperative interaction (Bengtsson and Eriksson,
2010). Managing a balance between cooperation and competition should be adapted
to strategic goals. Sustaining a coopetition relationship in the long-term is critical but
difficult due to changing situations and therefore a low degree of cooperative actions
is recommended as compensation for competition.

3.23.23.23.2 CoopetitionCoopetitionCoopetitionCoopetition DefinitionDefinitionDefinitionDefinition
The action where IBM had an agreement with every one of its major competitors on
every major computer component for years revealed the emergent modern reality of
competition-cooperation (Krueger, 2001). Coopetition puts two opposites into one
relationship, which breaks the traditional paradoxical state between cooperation and
competition. The joint consideration of competition and cooperation, Lado et al.
(1997) stressed that the higher overall rent is created by a company who builds
cooperation and competition relationships simultaneously. They also put forward that
it is necessary for companies to simultaneous conduct both of these strategies.
Coopetition is defined by Bengtsson et al. (2000) and Loebecke et al. (1999) as
simultaneous cooperation and competition between companies, and explores how
companies can divide and manage these two kinds of relationships effectively. This is
in line with the discussion of the concept provided by Padula and Dagnino (2007),
where they state that coopetition is a continuum between competition and cooperation
(cited in Bengtsson et al, 2010, p.200). Now, cross-border competition and a
collaborative strategy become common and more companies treat it as new
opportunities to extend their business landscape. Zineldin gave broadly definition to
coopetition as follow: “An ongoing relationship between different independent
organisations (partners) which cooperate and at the same time compete with each
other. They have a common vision and goal regardless of the legal or organisational
forms and borders. The relationship can range from handshake agreements to
licensing and equity joint ventures...” (Zineldin, 2004:782).

Coopetition has also been linked to research topics in terms of knowledge transfer
(Loebecke et al., 1999), organisational learning (Dussauge et al.2000), inter-unit
coordination and resource sharing within a firm (Tsai, 2002), and firm performance
(Lado et al., 1997).
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3.33.33.33.3 ThreeThreeThreeThree industrialindustrialindustrialindustrial forcesforcesforcesforces shapeshapeshapeshape thethethethe coopetitioncoopetitioncoopetitioncoopetition inininin SMEsSMEsSMEsSMEs
Many well-known coopetition business examples tend to use large companies such as
Nokia and Sony Ericsson, Renault and Volvo, Orrefors Kosta Boda and Royal
Copenhagen (Bengtsson, 2011 and Brouwers, 2010). The companies in the hi-tech
field are more motivated and interested in a coopetition strategy. Considering SMEs,
they have natural resource disadvantages in innovation compared with large firms,
such as difficulty in attracting venture capital, difficulties in attracting skilled
personnel and harder to update technological knowledge (Brouwers, 2009). Thus,
they need to find more external resources to strengthen their competency, for survival
or development. There are three forces identified that are likely to shape coopetition
in the hi-tech industry in a SME context. The following discusses how these factors
stimulated the creation of coopetition relationships.

� Short Product Life Cycles (Fox et al., 2011). Product life cycles are becoming
shorter and shorter, and many products in mature industries are revitalised by
product differentiation and market segmentation (Fox et al., 2011). A short
product life cycle requires that companies race against time in order to gain profit
within the useful life time of a product. As a result, cooperating with competitors
would create greater exploration capabilities and increase the possibility of
time-to-market reduction, which is in line with the opinion of speed-to-market
presented by Lynn et al. (1998) in the theory of new product success. Gnyawali et
al. (2009) emphasised that higher profits are achieved when there is early access
to technology and information.

� Technological Convergence (Gnyawali et al., 2009, p.315). It means a similar
task or one product can be a result of collating different types of complicated and
new technologies together. Hills (1998) mentioned that the source of
technological convergence is the technological intersection, which is influenced
by the industrial movements. In practice, mobile phones are a good example of
technological convergence, because they are incorporated with other devices,
such as voice recorders, digital cameras, mp3 players and so on. Due to the high
instability of technology and resources, companies tend to formulate alliances to
reduce the failure rate. Moreover, compared with large companies, SMEs are in a
weaker position and have more difficulty in following up industrial technology
standards alone. Thus, Gnyawali et al. (2009) said that is a good way for SMEs to
work with other firms to raise the quality of technology and respond to the threat
from large companies.

� High R&D Costs (Gnyawali et al., 2009, p.315). An industry involving
hitechsectors such as computers, and other advanced equipment, regularly tend to
R&D intensity. A massive R&D cost is a tremendous burden for SMEs, especially
when the outcome is uncertain. To afford expensive costs for larger-scale R&D
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projects and share the risk, it is effective to cooperate with competitors who have
similar resources. The Association finds partners are establishing cooperation
relationships for affordability reasons. BarNir et al. (2002) and Gomes-Casseres
(1997) mention that high R&D costs and the risks of technological development
become major challenges for SMEs. Therefore, Gnyawali et al. (2009)
highlighted that SMEs have to leverage the strength of competitors to address the
challenge and seize new opportunities as much as possible.

3.3.3.3.4444 CriteriaCriteriaCriteriaCriteria forforforfor thethethethe SurvivalSurvivalSurvivalSurvival ofofofof SMEsSMEsSMEsSMEs
MacGregor (2004:61) stated that the small firm is not a scaled-down version of a
large firm. In short, theories relating to SMEs must consider the motivations,
constraints and uncertainties facing smaller firms and recognise that these differ from
those facing large firms.

Compared with large counterparts, SMEs have a different market structure and
transaction style. And they face the natural deficiencies such as a lack of diverse
resources, weak market positions, higher risks and failure rate (Macgregor, 2004).
Consequently, it is necessary to first understand what key factors affect the survival of
SMEs. There are four success factors that have high positive relative with
organisational performance and core capabilities discussed as follows:

� Technological Resources. The acquisition or development of technology can
bring favorable economic gains and sustainable competitive advantages for SMEs.
In line with the thoughts of Oxley et al. (2004) a company's abilities of quick
creation of new technologies will have a direct influence on profitability and
benefit to the company. A good technological position of a firm increases
production capacity, matches customers’ fast-changing requirements and even
improves resource efficiency. Therefore, it has a highly positive effect on SMEs
performance. It is similar to the viewpoint of Lall (1988) who claimed that trade
dynamism between SMEs is increasingly related to technology intensity.
Although in the knowledge-updating process manager and employee abilities are
critically important, technological change is unlikely to depend purely on these
internal resources. Rubio et al. (2009) stressed that SMEs should seek to
acquire technology outside to cover the lack of commercial or technological
experience.

� Innovation. It doesn’t only refer to technology, but can also be in process
innovation and management innovation. Although large firms have greater
capital and human resources, SMEs can have good performance in innovation.
Less bureaucratic and effective internal communications enable them to
respond faster to changing circumstances, technology and market, and have a
quicker innovation process (Brouwers, 2010). Brouwers (2010) put forward that
cooperation with other firms is one of three key elements sustaining innovation in
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SMEs, because the limitation of resources makes it quite difficult, even
impossible, to finish hi-tech programs on their own. Hamel et al. (1989) and
Lieberman et al. (1988) also insisted that a firm should engage in creation and
innovation to avoiding competition with strong competitors by developing new
resources, capabilities, products and markets (cited in Ma, 2004, p.912).

� Quality of product or service. Without doubt the quality of products or services
(Renuka et al., 2006) is the lifeblood for companies no matter what size. The
quality processes of SMEs are implemented differently to those of large firms.
Due to low effort in normalisation of strategies, they are usually motivated by
marketing progress to adapt quality or service. After being certified in the market,
products better match customers’ needs. In short, the quality of product or service
mentioned by Rubio et al. (2009) is closely related to profitability and
competitiveness and that is why it is a factor favouring success in SMEs.

� Human resource. Different empirical studies show that human resources have a
positive relationship with SME performance and are considered to be key for
competition. Typically, SMEs have behavioural advantages and disadvantages in
labour resources (Brouwers, 2010). The advantages present flexibility of working
style, friendly and less pressure in the work environment, and free-flowing
communication channels. Ultimately, these labour forces can create the
competitive advantages required through enhancing efficiency and productivity
(Ma, 2004). The main disadvantages are that it is hard to attract and keep
qualified personnel, and a lack of money for supporting training programs. Poor
human resource management may be another strong force which increases the
possibility of failure. Oppositely, Rubio et al. (2009) mentioned that a good
rewarding mechanism can help inspire skillful personnel to join.

3.3.3.3.5555 CoopetitionCoopetitionCoopetitionCoopetitionAddsAddsAddsAdds ValueValueValueValue inininin thethethethe SupplySupplySupplySupply ChainChainChainChain ofofofof SMEsSMEsSMEsSMEs
Hines (2000), suggested that the creation of a value network is a good way to enhance
competitive advantage. In fact, much practical evidence also illustrates that successful
integration of activities impacts on strengthening a firm’s core competencies.
Traditionally, the integration activities are emphasised on vertical collaboration
between supply chain partners (Dei Ottati, 1994). The direction of cooperation is
strictly vertical and therefore limited to two players, customers and suppliers. Such
partnerships are described as win-win, because resource optimisation could come out
of the interface between manufacturer and retailers. However, researchers
increasingly believe that you can’t do it alone, and Kotzab and Teller (2003) pointed
out that competitors should be in the list of collaborative partners when considering
whether to establish a value added network. For example, a number of firms in the
Swedish brewery industry formed collaboration programs with competitors (Kotzab
and Teller, 2003). In a customer-oriented market, reengineered value-added
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management strategy is critical for supply chain. It highlighted the value of
harmonisation and cooperative adaptation in the business process and the importance
of avoiding duplication of costs. If all partners in the supply chain (producer, retailer,
and end user) tie together, they finally capture profitability by doing less (Svensson,
2002). This is a win-win situation.

This new coopetition concept has attracted various theoretical explorations. For
example, not only Brandenburgen and Nalebuff’s game theory (1996) thought that
two competitors could add their relative values through sharing resources, but also
other concepts like Schumpeterian competition, network theory, resource-based view,
transaction cost and organisational learning try to theorise from different perspectives
to analyse the determination of coopetition behavior between alliance partners. These
theories are largely for general companies.

How can value be created in the supply chain through cooperating with competitors?
The answer seems more significant for SMEs. As shown, the six key factors of
survival for SMEs highlight it is difficult to develop on their own, because of their
natural weak position in the industry. For them, working with other firms including
competitors is essential to speed up the growth. Gnyawali and Park (2009) provided a
conceptual framework in SMEs background, to research what forces shape the
coopetition relationship for technical innovation. It provided valuable answers as to
what benefits or resources a coopetition relationship can provide for SMEs.

Capture technology capability through strategic alignment with competitors. As noted
earlier, quick adaptation and costly product development forces firms to collect
mutual resources and competencies through cooperating with competitors. According
to the industry characteristics of a short product life cycle, technological convergence
and high R&D cost, choosing a competitor as a partner to collaborate should be in
terms of technological capability, resource complementarities and similarity, and the
interplay of the technological factors (Gnyawali and Park, 2009:316). Emden,
Calantone, and Droge (2006) put potential partner’s unique competencies into a
critical position. They supposed innovative technology and expertise in a certain field
are tacit and complex, and that companies cannot easily seek and make a transaction
through market channels. To add on limited market validity, firms are motivated to
collaborate with particular partners that have a strong technologic capability.
Gathering strong relative resources and capabilities can shorten the R&D time-span
even more than in large firms (Gnyawali and Park, 2009). In addition, large
companies may change their business train on other large films if SMEs do not have
enough technologic components to finish the research tasks (Ritala et al, 2008). So
from this viewpoint, cooperating with competitors to enhance their competitiveness
creates more business opportunities.

Achieve resource optimisation through leveraging the resources of a
competitor-partner. Capturing resources are considered as critical motivation
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(Gnyawali and Park, 2009). Through integrating diverse resources and components,
SMEs are able to support innovative technology development. Gnyawali and Park
(2009) summarised the different benefits from similar resources and complementary
resources; first, if two partners collaborate with complementary resources, it decreases
the possibility of opportunistic behaviour and reduces the uncertainty by increasing
the business scope. It is noticeable that some SMEs preferred specialising rather than
diversifying their components, unlike large firms (Tidd et al, 2005). In this situation,
they tend to look for different but complementary capabilities. Secondly, resource
similarity is important in sharing the risk when they work in the same field and
explore similar technology as well as increasing economies of scale, and similar
technological portfolios enable organisational learning and knowledge transfer
between both partners, because the process of communication and technology
research is common to both parties (Gnyawali and Park, 2009). Generally, working
with other firms with similar or complementary resources has a great effect on
minimising R&D costs and risks in a quick production cycle.

External resources transfer into internal competence to reduce uncertainty and risks.
As discussed above, SMEs collect external capability and resources to consolidate
their competitive advantage. It is aimed to create more value and capture bargaining
power in the coopetitive game (Kotzab and Teller, 2003). Another critical goal is to
transfer into knowledge and internal competency (Gnyawali and Park, 2009). As
knowledge is a critical determinant of a firm's bargaining power, they try to generate
important knowledge and creative ability in the process of cooperating with firms
(Chong, 2010). If such small firms could effectively learn from their partners, it can
become a better partner with more successful competition against large companies in
the long run (Gnyawali and Park, 2009:320). In addition, when companies face big
challenges that threaten their competitive advantage and profitability and even
survival in the short term, this vulnerability forces them to seek external resources to
fertilise their internal competence (Gnyawali and Park, 2009:320). SMEs are naturally
vulnerable, compared with large enterprises. This high level of vulnerability presents
weak bargaining powers and at high risk to the business (Brouwers, 2010).

3.3.3.3.6666 SuccessSuccessSuccessSuccess FactorsFactorsFactorsFactors inininin CoopetitionCoopetitionCoopetitionCoopetition StrategyStrategyStrategyStrategy
In recent decades, industries in Asian countries such as Korea and Malaysia have
grown quickly, which forces Hong Kong industries to face strong pressure from
quality-driven competition, as well as production-driven and low cost competition
(Chin et al., 2008). Chen et al believed that coopetition can help the Hong Kong
industry move from labour intensive production to technology-based development,
towards a high added-value proposition. It is supposed to be good to achieve win-win
fruits by sharing competitive advantages and extending synergy. Thus, in early 2006,
Chen et al were engaged in investigating coopetition strategies in Hong Kong industry.
The primary survey was constructed on the database of the Hong Kong Trade
Development Council. The coopetition hierarchy model is the outcome of the study,
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which is aimed to guide organisations in improving their plans. Although it is within
the Hong Kong context, it can possibly give instructive direction to our initial
exploring of the critical factors of a coopetition strategy for SMEs. Previously,
Zineldin (2004) stated that trust and commitment are two key factors in a coopetition
relationship. Zineldin stressed that the biggest block is lack of trust, and that the trust
should be based on commitment instead of blind trust. In later research from
Bengtsson and Eriksson (2010), they found that the strength of cooperation between
partners relied on the high degrees of complementarities, trust, and tie strength.
Bengtsson and Eriksson considered complementarities can protest from opportunistic
behaviour. Three factors were developed and shown in Table 1 combining other
literature.

Table 1 Summary of Critical Success Factors in Coopetition Strategy

CriteriaCriteriaCriteriaCriteria forforforfor thethethethe SurvivalSurvivalSurvivalSurvival ofofofof thethethethe
RelationshipRelationshipRelationshipRelationship

CriteriaCriteriaCriteriaCriteria forforforfor CoopetitiveCoopetitiveCoopetitiveCoopetitive
RelationshipRelationshipRelationshipRelationship

TheTheTheThe ProposedProposedProposedProposed
CoopetitionCoopetitionCoopetitionCoopetition HierarchyHierarchyHierarchyHierarchy

ModelModelModelModel

OtherOtherOtherOther TheoriesTheoriesTheoriesTheories

FactorFactorFactorFactor 1:1:1:1: ManagementManagementManagementManagement CommitmentCommitmentCommitmentCommitment

Strong Willingness and Motivation

Mutual Commitment

Institutionalisation

Value Contribution

Willing to be engaged in
the Interactive Exchange
Relationship

Management leadership

Long-term commitment

Organisation learning

Senior Management's Close
Involvement (Akintoye et al, 2007)

Senior Management Support (Bresnen et
al., 2000, Spekman et al., 1996)

Strong Structure with Centralised
Leadership or Provide Clear Rules
(Anslinger, 2004)

Corporate Policy and Mission
Formulation (Zineldin, 2004)

Mutual Commitment of Adequate
Resources (time, cost and human)
(Akintoye et al., 2007, Zineldin, 2004)

FactorFactorFactorFactor 2:2:2:2: RelationshipRelationshipRelationshipRelationship DevelopmentDevelopmentDevelopmentDevelopment

Common Long-term Goal

Trusting Attitude

Mutual Trust and Commitment

Interdependent on Complementary

Positive and Sustainable
Long-term Relationship

Mutual Benefit and
Reward

Ethical Values

Common goal

Trust Development

Knowledge and risk
sharing

Strong Relationship Orientation
Development (Zineldin, 2004)

Goal Alignment and Good Relationships
(Akintoye et al., 2007)

Common Vision and Goal (Zineldin,
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Source: Chen & Liang (2011)

� Management Commitment. Firstly, according to Chin et al. (2008), management
leadership is regarded as an important element in management commitment factor.
In other words, the attitude of senior executives to the coopetition relationship has
a great impact on the implementation of coopetition, which is related to the
strategy of achieving and maintaining management support in the long term. This
is in line with the thoughts of senior management support mentioned by Bresnen
et al. (2000) and Spekman et al. (1996). Akintoye et al. (2007) also recognised
that it is crucial that senior management have a close involvement in the
collaboration process. At the same time, a company’s vision and mission as parts
of management leadership reflect the management’s attitude, and good
management leadership can help to achieve the mission of the company (Chin et
al, 2008). In support of this, Anslinger (2004) stressed that a successful
cooperation relationship should have a strong structure with centralised
leadership, or provide clear rules (cited in Akintoye et al., 2007, p.608), which
can reflect the willingness and motivation of supervisors. Thus, a high quality
management system guides an organisation’s coordinated activities toward
excellence (Chen et al., 2008). It is necessary for a company to develop a strong
relationship orientation in its policy and mission formulation. Secondly,
long-term commitment with competitors (Chen et al, 2008) as the key element of
long-term commitment is similar to what Zineldin (2004) emphasised the
institutionalisation in the partnership, which is given a formal statute.
Responsibilities between partners are defined clearly as well. Visible and clear
long-term commitment including commitment, responsibility and benefits could

Assets and Skills.

Information and Knowledge Sharing

Recognition

Interdependence

2004)

Mutual Trust and Commitment
(Akintoye et al., 2007, Zineldin, 2004)

Mutual Sharing Information,
Experiences and Risk (Zineldin, 2004)

Risk Sharing (Akintoye et al., 2007)

FactorFactorFactorFactor 3:3:3:3: CommunicationCommunicationCommunicationCommunication ManagementManagementManagementManagement
Effective Communication System Communication and

Interaction

Positive Balance between
the Pros and Cons of the
Relationship

Information system
support

Conflict management
system

Effective Communication between
Parties (Akintoye et al., 2007)

Eliminating or Minimising the sources
of Insecurity and Uncertainty (Zineldin,
2004)
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minimise possible conflicts and tie together in a common goal. It is helpful to
consolidate a trust relationship not blind trust, based on mutual commitment of
adequate resources such as time, cost and human (Akintoye et al., 2007, Zineldin,
2004). Lastly, some errors and mistakes in the cooperating process are inevitable.
Organisation learning that shared experience, information within two sides’
employees is a good way to correct the faults and synchronously adapt in a
complex and changing environment (Chen et al, 2008).

� Relationship Development of a healthy and trusting relationship plays a very
important role in a successful coopetition strategy. Two elements, common goals,
and knowledge and risk sharing, can effectively drive relationship development
(Chin et al., 2008). Trust is not a personal emotional expression, but two
corporations tied together with common goals and interests, which form a whole.
This viewpoint is also ascribed to by Akintoye et al. (2007) who claim that goal
alignment in a good relationship can provide the mutual benefits and rewards
between partners (Zineldin, 2004). Otherwise, it could easily become
opportunistic and lose control (Chen et al, 2008, Bengtsson and Erksson, 2010).
As to trustworthy parties, it is associated with such qualities as consistency,
competence, honesty, fairness, responsibility, respect and benevolence (Zineldin,
2004). Zineldin also believes that interdependence of complementary assets and
skills between partners can develop and maintain the trust relationship. This
opinion for successful collaboration is similar to a high level of commitment and
trust, together with shared risked as stressed by Akintoye et al. (2007). It is not
difficult to see that sharing knowledge, experiences and risks can be a good
bridge to building a trust relationship. On the other hand, establishing trust
facilitates to exchange information and knowledge (Zineldin, 2004). Here the
knowledge mainly refers to effective information that can add value for both
organisations instead of useless messages.

� Communication management runs through the process from planning,
implementing, and monitoring to improving the channels of communication
within both organisations. Effective communication between parties is considered
as the critical part in a successful collaborative relationship (Akintoye et al.,
2007). Meanwhile, closed cooperation and good communication processes are
essential, involving product features, technology and more (Zineldin, 2004). Two
factors, information system support and conflict management systems are main
points in internal and external communication (Chin et al, 2008). Information
systems exist in the whole supply chain to help a corporation create value. An
effective information system could assist top managers in making the correct
decisions and deal with conflicts in time by analysing timely and precise
messages. Valuable data interchange enhances sensitivity of a fast changing
market and reduces unnecessary misunderstanding. Moreover, the conflict
management system is identified as a critical function in helping to maintain an
intensive level of cooperation with competitors, which can balance the pros and
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cons of the relationship positively and minimise the sources of insecurity and
uncertainty (Zineldin, 2004). It is impossible to eliminate conflicts completely.
Managing them well however, limits a negative impact and escalation. Various
communication channels and joint decision making are good solutions in dealing
with them.

Chen’s (2008) coopetition hierarchy model showed that long-term commitment is the
foundation of a trust relationship and could reduce the risk of cooperating with
competitors. At the same time, trust promotes a deeper level of cooperation and
pushes effective communication. Interactive communication actively consolidates a
trust relationship. Furthermore, one precondition for a stable coopetition relationship
is having a common goal between both firms (Chen, 2008). It does not matter that
different organisations may have different goals and interests. Strong common goals
produce sustainable motivation and enthusiasm to invest in a coopetition strategy.

3.3.3.3.7777MicroanalysisMicroanalysisMicroanalysisMicroanalysis ofofofof networknetworknetworknetwork
Figure 3 Micro network analysis model

Source: Håkansson et al, 1992, cited in Donaldson et al, 2007, p.77

Håkansson and Johnson (1992) suggest the micro network analysis model shown in
Figure 3 for analysing and understanding a business network and relationship in the
context of three aspects, namely actors, activities and resources (cited in Donaldson et
al, 2007, p.77). A network is comprised of actors. That is to say, the actor is a key
element in the network. At the same time, the strength of the network is influenced by
the relationship between the actors. In different networks, actors are connected in
different ways for different purposes. Actors can be firms and/or individuals in a
network. They perform different activities in different networks. Thus, the connected
activities will create and develop a bond between the actors. At the same time, bonds
between actors indicate how the actors relate to others (Osarenkhoe, 2010). However,
a total activity is never completed by one actor (Donaldson et al, 2007). It is
necessary for actors to perform activities with others, because in that way actors can
enhance the efficiency of activities. Productive activities also require resources. Every
actor should bring resources to the network, because actors can enhance their own
performances and build a strong relationship with others by sharing resources and
commitments. Efficiency is achieved by sharing unique or complementary resources
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among actors. Resources include all assets, capabilities, organisational processes, firm
attributes, information, knowledge and so forth, which are controlled by the actors
(Barney, 1991). Additionally, combining these resources from different actors may
not only strengthen the network but also drive innovation (Donaldson et al, 2007).
In order to achieve the mutual benefits and enhance their own competitive advantages
in the network, actors should perform activities effectively by sharing heterogeneous
resources and knowledge.

3.8 A Link between Success Factors of a Coopetition Strategy and a

Network Model
Based on the success factors of a coopetition strategy discussed above, the developed
theory model can be established by building a link between network relationships and
a coopetition strategy. Therefore, this model is similar to the micro network analysis
model and constitutes actors bonds, activity links and resource ties in a coopetition
network. The model (See Figure 4) illustrates the three success factors of a
coopetition strategy from a network perspective. In other words, in this developed
theory model, the actors-activities-resources model is used to analyse coopetition
networks and identify the critical coopetition success factors in a coopetition
relationship development.

Figure 4 Own Structure: The developed network model

Source: Chen & Liang (2011)

Actors in a coopetition network are connected by a common goal for achievement and
mutual benefit through sharing of complementary information and exchange of
knowledge and technology. They cooperate with their competitors. Therefore, these
actors who cooperate with each other effectively focus on value generation through
making collective strategies and achieving mutual benefit.

How to formulate and implement the common goal based on individual interests of
actors becomes a key problem for actors in developing their coopetition relationship.
It is necessary for companies to perform coordinated activities. Some specific
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activities are highlighted in a successful coopetition relationship in the context of this
new model, including management commitment, communication management, and
relationship development. Firstly, management commitment is an essential factor,
which reflects the level of support and commitment provided in coopetition
implementation. Communication management is also considered a critical element
in coopetition strategy development. A company which has a good communication
environment can reduce or even avoid the misunderstandings and conflicts between
its coopetitors. It is beneficial for a company to improve its productivity and
efficiency through providing a good communication environment. Last but not the
least, the activity of relationship development is important in a coopetition network,
because good relationships help develop mutual trust and sharing (Chin et al, 2008).
Knowledge and risk sharing can enhance trust among the actors easily. Trust
development is useful in decreasing risk and uncertainty and improving relationships.
To put it differently, trust among the actors has a direct influence on how one actor
connects to another, namely actor bonds. Actor bonds can be created and maintained
when trust exists in the coopetition network.

However, actors cannot perform and achieve specific activities without sufficient
resources. Performance of activities also requires resources. Firms should know how
to allocate their own resources, such as human resources and capital, and make them
effective. Similarly, bringing special resources to a network is a requirement for
actors within the coopetition network. This model also concentrates on resource
sharing, because sharing resources can build trust and maintain the cooperation
relationship with competitors, especially the sharing of heterogeneous resource.
Sharing complementary resources such as knowledge, technology, human resources is
beneficial to increase the efficiency of exchange and performance. Therefore, how
actors make full use of the resource in the network to perform productive activities for
achieving mutual interests, determines whether the actors can implement a coopetition
strategy successfully.

This model is utilised to analyse the empirical findings with a special focus on finding
out what the specific activities are in a successful coopetition relationship, and hence
enhancing market share and increasing competitive advantage.
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4.4.4.4. EMPIRICALEMPIRICALEMPIRICALEMPIRICALSTUDYSTUDYSTUDYSTUDY
This chapter is divided into two parts. The first part is to introduce the basic
information and background of the two companies researched. The second part
generates the data from the interviews.

4.1Background4.1Background4.1Background4.1Background ofofofof NyhammarsNyhammarsNyhammarsNyhammars CompanyCompanyCompanyCompany andandandand BBBBääääckstrckstrckstrckströööömsmsmsms

CompanyCompanyCompanyCompany

4.1.14.1.14.1.14.1.1 IntroductionIntroductionIntroductionIntroduction ofofofof NyhammarsNyhammarsNyhammarsNyhammars BrukBrukBrukBruk CompanyCompanyCompanyCompany
Nyhammars Bruk is a small well-equipped heavy engineering Swedish factory,
located in the Borlänge area. It was established as a limited company in 1855, but was
forced to close in 1916 due to coal shortages. In 1979, it opened again under a new
name, AB Nyhammars Mill. In 2005, DS Montage AB bought it to strengthen the
service quality in Borlänge. In 2007, Scancon Industrimontage acquired Nyhammars
Mill as a subsidiary company. Now, it has around 60 employees, and the turnover is
approximately USD100million per year. Although the road of development has been
rough, a hundred years of experience in iron management and dependability of
production have shaped a unique competitiveness in the local market and gained
customers’ trust. Nyhammars Bruk AB offers welded steel construction in the steel,
mining, forest and engineering industry as well as offering technical support and
repair services. Their business goals are not only productivity and profitability, but
also to be environmentally friendly. The products comply with strict environmental
standards and give competitive pricing to customers through improved productivity.
They treat their customers as development partners and listen to their thoughts and
ideas, because they believe that every successful business is the result of constructive
cooperation. With customers setting higher and higher standards, Nyhammars Bruk
improved the technology and equipment in the manufacturing process and cooperates
with other companies. It has established a strong network with local companies like
Industrilyft AB, Ventilation & Smide AB and also belongs to the Triple Helix
association. Customers include large international steel companies like SSAB and
Outotec AB.

4.1.24.1.24.1.24.1.2 IntroductionIntroductionIntroductionIntroduction ofofofof BBBBääääckstrckstrckstrckströööömsmsmsmsMekaniskaMekaniskaMekaniskaMekaniska CompanyCompanyCompanyCompany
Bäckströms Mekaniska is a small sized engineering Swedish company, located in
Hofors, a municipality in Gävleborg County. It currently manages 120 employees,
including about 16 administrators. Their business has two divisions. The one division
offers installations and repair services for customers while the other is selling
products like sheet metal for various machines, hydraulic rail flaps, bed milling, and
lathes. The revenue is split 70% from product sales, and 30% from services. They
started 50 years ago, and rail bending was the initial product offering. At that time,
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Bäckströms had 100 employees and was one of largest Swedish companies and
well-known in their market segment. The technology of rail bending still distinguishes
them from competitors. Significant resources, advanced technology and experienced
experts ensure the quality of the products and after-sales service. Most staff members
in Bäckströms are European licensed welders and EWS technicians so that a high
level of welding skill is guaranteed. In addition, they have built networks with various
business partners involving competitors in the Hofors area. They are also a member of
the Triple Helix industrial organisation. With timely and professional repair services
have allowed for the capture of long-term contracts with large well known steel
companies such as SSAB, Sandvik, and Ovako Steel. In order to match customer
needs and have the capability of dealing with complicated problems, they constantly
develop hi-tech projects, updating the equipment and employee competencies.

4.24.24.24.2 CooperationCooperationCooperationCooperation betweenbetweenbetweenbetween NyhammarsNyhammarsNyhammarsNyhammars BrukBrukBrukBruk andandandand BBBBääääckstrckstrckstrckströööömsmsmsms

MekaniskaMekaniskaMekaniskaMekaniska
SSAB (Swedish Steel AB) company is a global leader specialising in processing raw
material into steel (SSAB website, 2011). SSAB has 15 production lines which need
maintenance and repair services. In 2004, it was decided to outsource this work to its
partners. Nyhammars Bruk and Bäckströms Mekaniska were both on their list.
However, relying on only one of them to undertake this heavy workload was difficult.
Thus, SSAB decided to divide the work in equal parts between them. When the
equipment of SSAB breaks down, these two companies send repair technicians
(Vennerström, 2011). At the end of this year, Bäckströms will get a higher percentage
of work than Nyhammars (Andersson, 2011). Andersson said that while they have
known each other for 7 years, they only began working together in the past 5 years in
Borlänge for SSAB. They have not experienced any problems in cooperating, on
servicing SSAB. When Bäckströms have experienced problems, such as not having
enough people to do the work, they have asked Nyhammars for help. Nyhammars
have in turn agreed to assist and sent experienced employees. The arrangement has
been mutually beneficial for all three parties. Bäckströms Company and Nyhammars
have both believed that they could get multiple benefits from a cooperative
relationship (Vennerström & Andersson, 2011). Nyhammars and Bäckströms are
small companies that do not have sufficient resources to get larger orders. However,
by working together, they can leverage each other’s resources so that they break
through this limitation. While they collaborate on the SSAB work, they also cooperate
in daily production. For example, Bäckströms borrowed Nyhammars’ advanced
machinery to finish some complicated products that were outside their own
capabilities. Andersson (2011) revealed that recently they had received a big offer and
would share this with Nyhammars. In Vennerström’s mind, the result of using a low
price strategy to compete, is a loss. If working with a competitor, they do not need to
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stress price to win the contract, so they can ensure the profit margins are sufficient.
Sharing orders with a partner does not mean that they earn less than when taking the
whole part (Vennerström, 2011). Sometimes it costs too much to take on the whole
job, which could lead having to hire more people and investing in more machinery. So
cooperating with a competitor not only gets the order but can also save costs.

4.34.34.34.3 CompetitionCompetitionCompetitionCompetition betweenbetweenbetweenbetween NyhammarsNyhammarsNyhammarsNyhammars BrukBrukBrukBruk andandandand BBBBääääckstrckstrckstrckströööömsmsmsms

MekaniskaMekaniskaMekaniskaMekaniska
Competition may occur between the two when SSAB needs specific products and
then compares price and quality. Furthermore, they have similar products and
overlapping customer bases, which is another source of competition.

Vennerström (2011) stressed that defining another company as a competitor in
advance limited the possibility of cooperation with them in the future. There is no
everlasting enemy. Earning money is what is most important. Vennerström (2011) said
that he was more concerned with satisfying customers rather than identifying
competitors, for example, he spends much time in communicating with customers to
understand their needs and introducing new quality systems for them. They focus on
their own competencies - improving the quality and controlling quality.

4.4.4.4.4444 CoopetitionCoopetitionCoopetitionCoopetition ActivitiesActivitiesActivitiesActivities ––––ManagementManagementManagementManagement CommitmentCommitmentCommitmentCommitment

4.4.4.4.4444.1.1.1.1 NyhammarsNyhammarsNyhammarsNyhammars CompanyCompanyCompanyCompany
Besides the strengths discussed above, a clear vision is another core competency of
Nyhammars Bruk. They actively cooperate with other partners, such as customers and
competitors. That is why they can retain flexibility and have the ability to handle
different kinds of work (Vennerström, 2011). Working with Bäckströms to provide a
satisfactory service to SSAB is a good example. Firstly, it is helpful for employees to
understand Nyhammars’ vision and mission so that they can improve their
performances to push its development. Vennerström (2011) emphasised that
information communication played a critical role. For Nyhammars, it is necessary to
establish an awareness of cooperating with Bäckströms among its employees,
especially the supervisors and front line workers. Therefore, before Nyhammars
began working with Bäckströms, the benefits of cooperation were explained to all
employees, including supervisors. Nyhammars made sure that every worker knows
that they should work together to provide a satisfactory service to SSAB.

Both of them recognised the importance of communication in order to have good
performance. Nyhammars had a regular meeting once a month. They communicated
with each other in their two workshops. When they create a new marketing plan they
will update their employees, on which customers are important and which product is
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important this year and other related information. They also advise employees who
their cooperators are and who are their competitors. According to Vennerström (2011),
every employee in Nyhammars knows that while they still cooperate with Bäckströms
they might compete with them in other deals. Employees are more likely to do a good
job when the company’s vision and strategies are delivered clearly and information
becomes transparent.

The findings show that the cooperation between Nyhammars and Bäckströms is
successful, because SSAB is satisfied and continued the contract for another seven
years. Vennerström (2011) believes that quality is an essential factor to maintaining
the cooperation relationship and hence allows it to successfully achieve the common
goal. Mutual trust is also emphasised during the development of the cooperation
relationship.

However, a contract is necessary and valuable in protecting the companies’ rights.
Vennerström (2011) advised that he had learned the lesson and signed the contract to
protect their rights, but in order to stay flexible, he insists on not putting everything in
the agreement.

4.4.4.4.4444.2.2.2.2 BBBBääääckstrckstrckstrckströööömsmsmsms CompanyCompanyCompanyCompany
Andersson (2011) repeatedly emphasised that earning money is most important and
did not think cooperation with competitors is dangerous. This viewpoint has
consensus among top managers. As a small firm, it really needs external resources to
speed up the growth. During the 7 years of cooperating with Nyhammars, they have
built up a trust relationship beyond competitor scope. “Both sides try to perform well
in order to satisfy SSAB, hoping to get more work and keep a long-term contract”,
Andersson indicated directly. Bäckströms do not only cooperate with Nyhammars
Company, but also with many other small steel companies in the Borlänge area.
Usually, the cooperation with competitors is aimed to shorten production time so that
they can finish the order on time. Thus, each cooperation does not last a long time,
maybe two days to one week. Most of the time they need a quick answer and have
limited time to draft a commitment that declares the responsibility in detail.
Compared with commitment, they care more about the stability of quality.
Consequently, Andersson (2011) said they tend to keep selecting old friends where
they already know their capabilities and quality of products. It is a good solution to
quickly reduce the risk. Even though conflicts and accidents occur, they can quickly
resolve them.

4.4.4.4.5555 CoopetitionCoopetitionCoopetitionCoopetition ActivitiesActivitiesActivitiesActivities –––– RelationshipRelationshipRelationshipRelationship DevelopmentDevelopmentDevelopmentDevelopment

4.4.4.4.5555.1.1.1.1 NyhammarsNyhammarsNyhammarsNyhammars CompanyCompanyCompanyCompany
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Common goals shape the formulation of a cooperation relationship. It is necessary for
managers in both companies to have the same active attitude to cooperation
Vennerström said. Nyhammars and Bäckströms shared a common goal in wanting to
satisfy SSAB. Thus, they often exchange work experience. In addition, when
Bäckströms have finished their work, they will consider helping Nyhammars.
Vennerström (2011) highlighted that trust development was most important in a
cooperation relationship. He thought that where there is high quality, there is trust
between Nyhammars and his partners. Quality that is continuously of a high standard,
has a strong association with trust building and development. Both Nyhammars and
Bäckströms have a high quality management system and similar technological
competence. So they have the ability to offer a stable quality product to their
counterparts.

After 2 years of cooperation experience, they planned to develop a long-term partner
relationship (Vennerström, 2011). However, it is inevitable that conflicts may happen
in the process of relationship development. Therefore, knowing how to solve
problems and sharing risk with partners are an essential part in a cooperation
relationship. They have a clear responsibility to their own work, but made an oral
agreement rather than a written agreement. Vennerström (2011) stated that if they had
written agreements in all aspects, they must then follow these and hence lose their
flexibilities. It is not good for flexibility when cooperating with different companies,
because they become constrained by many different agreements. This does not mean
that formal agreements are unimportant. Vennerström agreed that it was dangerous to
do business without a formal agreement. At the same time, he argued that sometimes
building a trust relationship is more effective to reduce the risks than making a written
paper agreement.

After 7 years of a cooperation experience, both of them treated each other as
trustworthy partners. However, Vennerström mentioned that there were two potential
risks hidden in this relationship. One is that customer information becomes available
so that the partner could possibly take your customer away. The partner may directly
contact your customer when you outsource some portion of work to it. Another risk is
that the company owner who you cooperate with, sells the business or retires and
ownership is changed. The cooperation relationship may be stopped because the new
owner has no interest in the relationship, because in SMEs the decision making power
usually rests with the president or owner (Vennerström, 2011).

4.4.4.4.5555.2.2.2.2 BBBBääääckstrckstrckstrckströööömsmsmsms CompanyCompanyCompanyCompany
Andersson appreciated that Nyhammars was a good partner offering high quality
products and willing to give assistance when needed. Besides working together with
SSAB, they planned to expand the cooperation by sharing the next big project with
Nyhammars. As to retaining a trust relationship with competitors, Andersson came up
with only one fundamental factor - Quality. When choosing a partner, they preferred
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going back to previous partners, because they know their ability and trust the quality
of products or services. In the mature network with competitors, they get internal
prices (lower than market prices) and are familiar with the partners’ capabilities,
which saves time in negotiating the price and reduces potential risks without formal
commitment or declaration. When they called partners for help, it implied they had
accepted on the basis of internal price and trusted product quality. Therefore the
transaction making was quick. Andersson stated that this did not mean they refuse
cooperation with new partners because they can sometimes give more attractive
service. However, they had recently had an unhappy experience with a new partner.
This partnership is quite new, working with each other for only 2 years, on a few short
cooperation opportunities, so we don’t know each other. In the first year, they did
many good jobs in SSAB. Andersson asked their team leader if they have ability to
share an order with a new partner. The team leader said yes. They advised the team
leader many times telephonically of the details and sent the customers’ documents so
that the team leader could understand the quality requirement. The team leader was
also advised that the customer needed two good welders, but the two people sent to do
the job were weak performers and did not finish the job well. The customers called
Bäckströms to complain. Similar problems had happened before. Without quality,
trust doesn’t exist, Andersson summarised, and so we have not cooperated with them
again.

4.4.4.4.6666 CoopetitionCoopetitionCoopetitionCoopetition ActivitiesActivitiesActivitiesActivities –––– CommunicationCommunicationCommunicationCommunication ManagementManagementManagementManagement

4.4.4.4.6666.1.1.1.1 NyhammarsNyhammarsNyhammarsNyhammars CompanyCompanyCompanyCompany
Conflict exists all the time. There was no exception in Nyhammars and Bäckströms.
At the beginning, both company’s cooperation with each other was decided by SSAB.
However, they communicated very little on joint venture projects for SSAB, and only
focused on their own contracts with SSAB. The situation whereby they only cared
about their own work lasted about two years. But in the third year, they found that if
they enhanced communication and exchanged more information, it was helpful in
raising the work efficiency of maintenance. Thus, they arranged an informal meeting
every Friday and also listened to SSAB’s assessment of their work performance. If
SSAB were satisfied, they discussed together to find out the way to solve the
problems (Vennerström, 2011). Now, they still meet every two or three months.
During the seven years, good relationship were developed and improved between
them through communicating and helping each other. Vennerström (2011) also
mentioned that Andersson was a very good partner. So many mistakes and conflicts
were easily dealt with in the process of cooperation.

4.4.4.4.6666.2.2.2.2 BBBBääääckstrckstrckstrckströööömsmsmsms CompanyCompanyCompanyCompany
Working with Nyhammars, appeared not to generate any serious conflicts. It may
have been that the work was not so complicated (Andersson, 2011). If conflicted
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occurred, the trust relationship played a significant role in solving the problems or
conflicts quickly (Andersson, 2011). It is noticeable that they did not get used to
signing detailed agreements with partners to clearly detail the responsibilities. The
reason was that if a quality-related incident occurred, the counterpart usually took
positive steps to deal with it in order to maintain the trust relationship. If the problem
was easily to solve, they would continue the cooperation, but if the problems
continued and came back, they would stop. Andersson said that a loss of quality
means a loss of trust no matter how long the relationship has existed. Last summer
they had stopped cooperating with two partners. Andersson shared a recent case that
resulted in them needing to recall the products. They were unable to satidfy their
client’s needs due to non-performance by the partners. This accident resulted in their
customer losing money. Bäckströms had to compensate the customer, and then tried
to negotiate with the partner and get back the money. As there was no formal written
agreement it was difficult to hold the partner accountable. The matter was not resolved
with the partner.

4.4.4.4.7777 PracticalPracticalPracticalPractical ApplicationApplicationApplicationApplication ofofofof SuccessSuccessSuccessSuccess FactorsFactorsFactorsFactors CoopetitionCoopetitionCoopetitionCoopetition StrategyStrategyStrategyStrategy

ManagementManagementManagementManagement
Nyhammars Bruk AB and Bäckströms Mekaniska AB are two small Swedish
engineering enterprises. While working together with SSAB, they went forward with
intensive cooperation, step by step. They were active in helping partners. Andersson
and Vennerström appreciated that cooperating with counterparts is a good experience
and would continually keep the trust relationship. In accordance with Chen’s (2008)
Hierarchical Model of Coopetition Strategy can be clarified into three groups of
factors, Management Commitment, Relationship Development, and Communication
Management. Table 4.1 indicates practical application of above three key factors
between Nyhammars Bruk AB Company and Bäckströms Mekaniska AB Company

Table 2 Practical application of coopetition strategy between Nyhammars and
Bäckströms

HierarchicalHierarchicalHierarchicalHierarchical ModelModelModelModel ofofofof CooperationCooperationCooperationCooperation StrategyStrategyStrategyStrategy EvidentEvidentEvidentEvident inininin NyhammarsNyhammarsNyhammarsNyhammars andandandand
BBBBääääckstrckstrckstrckströööömsmsmsms

ManagementManagementManagementManagement CommitmentCommitmentCommitmentCommitment

Andersson and Vennerström two top
managers have active attitude to
cooperation strategy
As small companies, they all need
collect external resources
Nyhammars share 4 workers with
Bäckströms
Keep high quality of repair service
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RelationshipRelationshipRelationshipRelationship DevelopmentDevelopmentDevelopmentDevelopment

Happy cooperation for 7 years
without serious conflicts
Have a common goal- offer satisfied
repair service for SSAB
Stabilise the quality of products
Besides working together with
SSAB, Bäckströms would share big
project with Nyhammars
Nyhammars provides advanced
equipment to help Bäckströms’ part
production

CommunicationCommunicationCommunicationCommunication ManagementManagementManagementManagement Rely on unwritten agreement and
note to solve conflicts
Provide internal price list

Have a meeting per two or three
months
Exchange financial annual report

4.84.84.84.8 ParticipationParticipationParticipationParticipation ofofofof IndustrialIndustrialIndustrialIndustrial AssociationsAssociationsAssociationsAssociations

4.8.14.8.14.8.14.8.1 NyhammarsNyhammarsNyhammarsNyhammars CompanyCompanyCompanyCompany
Nyhammars also cooperates with other companies, not just Bäckströms. They are a
member of Triple Helix Organisation. They also joined a small group which
consisted of a few electrical companies. Stable Electricity is important for engineering
companies to keep factory equipment running and to make iron products.
Vennerström (2011) stated that most companies are small or medium sized employing
less than 200 people, but if these companies (such as Nyhammars, Bäckströms and
BSM) put their strengths together, they have a stronger voice in the market. It wastes
time and costs are high in doing what we are not good at (Vennerström, 2011). In
order to remain profitable, they tend to concentrate on doing what they can do in a
professional manner.

4.8.24.8.24.8.24.8.2 BBBBääääckstrckstrckstrckströööömsmsmsms CompanyCompanyCompanyCompany
Bäckströms, like Nyhammars, is also a member of Triple Helix. The motivation of
joining this organisation is to build networks with other companies. Within the
network, they have more opportunity to identify new customers and reliable partners
who work in the same industry and have the resources and competencies that they
need (Andersson, 2011). Sometimes, new partners can offer excellent quality and
provide advanced technology. Moreover, if they have any problems, they can call
Triple Helix for valuable suggestions.

Source: Chen & Liang (2011)
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5.5.5.5. ANALYSISANALYSISANALYSISANALYSIS
In this chapter, based on the theories discussed above, we analyses and discuss the
empirical findings in terms of coopetitive strategies, business opportunities and
potential risks of a coopetition relationship between two companies. The developed
theory model is re-interpreted through studying the similarities and differences in the
empirical findings.

5.15.15.15.1 BenefitsBenefitsBenefitsBenefits createdcreatedcreatedcreated bybybyby aaaa sustainablesustainablesustainablesustainable coopetitivecoopetitivecoopetitivecoopetitive relationshiprelationshiprelationshiprelationship
The benefit directly created by a sustainable coopetitive relationship between the two
companies investigated, was obtaining the long-term, large contract from SSAB.
Nyhammars and Bäckströms individually do not have enough skillful employees, and
relying solely on one of them is difficult when undertaking a heavy maintenance
project. Thus, through collectively supplying similar human resources to create a
greater whole, Nyhammars and Bäckströms have the ability to provide satisfactory
quality service to larger and more customers. Moreover, neither partner needs to
employ more people to handle the workload. As a result of sharing employees, they
can increase the profitability through minimising the labor costs in such an alliance.
The benefits accrue not only to the supplier winning the contract, but also to the
customer, due to the greater value added for the customer. Perfect cooperation and
effective communication transfers into a high quality service which exceeds the
customers’ expectations. The contract renewal from SSAB Company is evidence of
the customer’s trust. For SMEs, the quality of product or service determines
profitability and competitiveness (Rubio et al., 2009). In this case, a close cooperation
between two competitors successfully transfers the limited human resources into an
effective service for customers, which ultimately enhances the competitive advantages
through enhancing efficiency and productivity.

For seven years, an effective cooperation and competition relationship has existed
between Nyhammars and Bäckströms. This can be termed coopetition, which is in
accordance with the viewpoints of Bengtsson et al. (2000) and Loebecke et al. (1999).
After establishing a trust relationship, they not only work together with SSAB
Company, but also share technology and other business. Compared with Bäckströms,
Nyhammars owns more advanced machinery to produce specialised products. Limited
resources restrict SMEs from focusing on developing their core competence instead of
comprehensive competence. However, one product or a similar task with
technological convergence (Gnyawali et al., 2009) requires collecting different types
of complicated technologies. In such a situation, Bäckströms chose to utilise
Nyhammars’ equipment as a complemenatry resource to strengthen its technological
component. Leveraging partner resources with technological portfolios can effectively
minimise the cost and capture more business opportunities (Gnyawali et al. 2009).
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Assisting each other when necessary, like sharing skilled employees and
techonology is an effective way to achieve resource optimisation. It is noticeable that
the function of competition should not be ignored. Overlapping customers and
products pave the way for the inevitable fights between two companies. Their
customers like SSAB compare the quality of service and products, including the price.
Competition can be considered to drive dynamic development by forcing firms to be
alert and innovate (Bengtsson et al, 2010). Two managers emphasised that the
competition should rely on improving core competence and quality of product instead
of blindly reducing price.

In fact, Bäckströms has benefitted from building a coopetition network with
competitors like Nyhammars and other small engineering companies in the Hofors
area. Competitors have very similar resources compared to other partners such as
suppliers (see also Gnyawali et al., 2009). A short product life and technological
convergence requires timely adapting quality and service according to the changing
market demand. Through leveraging partners’ resources and competence, Bäckströms
is able to take on projects which would be difficult to do on their own, with relatively
lower costs and less risk. After breaking the limitation of resources and technology,
SMEs like Nyhammars enhance the profitability and competitiveness, but also gain
more business opportunities that undertake work with high technological convergence.
In addition, in a trusting coopetition network, there is an internal price list for
products offered (lower market price) to old friends. This means receiving a cost
reduction advantage in this network. More importantly, it ensures the quality of
products. The two managers revealed that usually they need to make a quick decision,
without time to negotiate the price and check the quality. In a stable long-term
coopetition relationship where partners have known s each other for a long time and
trust each other, they can save time in decision making and have less risk of quality
problems. In general, the result is a win-win for both suppliers like Nyhammars and
Bäckströms where the cost is reduced and improved productivity achieved in the
supply chain, or customers like SSAB Company who got high quality products and
services.

Now, more SMEs appreciate this new coopetition strategy and realise the huge
potential for business opportunities. Triple Steelix, a non-government organisation,
provides a good platform and provides guidelines for SMEs to find suitable strategic
collaborators.

5.35.35.35.3 RiskRiskRiskRiskssss hiddenhiddenhiddenhidden inininin aaaa CoopetitiveCoopetitiveCoopetitiveCoopetitive RelationshipRelationshipRelationshipRelationship
The dark side of coopetition should be highlighted in order to minimise conflicts and
management challenges in the future. Firstly, in the process of exchanging
information, firms could lose their technology secrets and customers. When firms
outsource portions of production or services to a counterpart, customer information
may be leaked, because they need to provide the production requirements to the
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partner. It might happen that the partner contacts the customers privately and uses a
lower price to steal the contract. Secondly, lack of experience in working with new
partners can make considerable demands on management’s time and attention, which
may lead to neglect of the organisation’s core business activities (Zineldin, 2004). In
Bäckströms case, they worked with a new partner who did not provide a satisfactory
end product. This accident not only led to Bäckströms losing money, but also lost the
customer’s trust. Cooperation tied both partners’ interests together. If counterparts
could not guarantee the quality, it would bring partners trouble like dissatisfied
customers and even damaged reputations. Actually, SMEs collaborators are more
concerned with the dangers of unstable quality products. Moreover, no matter how
close two competitors become in a coopetition relationship, competition still exists.
Technological information and price lists are easy to flow out when cooperating with
foreign partners, because different cultural backgrounds and geography can be
barriers to understanding each other clearly. Nyhammars failure to cooperate with a
small Japanese engineering company is a good example. Opportunism behavior and
prospecting strategy aimed at knowledge-seeking are dangerous when cooperating
with new collaborators. Of course, Sweden has a good legal system to protect
intellectual property, and most Swedish SMEs do business in local market, so they are
less worried about this kind of threat (Andersson, 2011). Actually, Swedish managers
are more concerned about the dangers of variable quality products. Lastly,
competition and cooperation is dynamic and intercreative in one game. Strong
competition between competitors in an overlapping market could influence the degree
of cooperation. Although Bäckströms and Nyhammars are competitors in the
engineering industry, their customers and products only overlap with a few clients.
Thus, the benefit from cooperation surpasses the potential risk of opportunism or
losing customers. When selecting partners, they avoided the main competitors in a
market. If cooperating with strong competition, it is easy to lose control and managers
find it hard to balance cooperative and competitive relationship. Thus, managing these
two types of relationships simultaneously is a big challenge for managers.

5.45.45.45.4 ReinterpretationReinterpretationReinterpretationReinterpretation ofofofof DevelopedDevelopedDevelopedDeveloped TheoryTheoryTheoryTheory ModelModelModelModel inininin EmpiricalEmpiricalEmpiricalEmpirical

FindingsFindingsFindingsFindings
The empirical study showed the successful coopetition (both cooperation and
competition) relationship between Nyhammars Bruk Company and Bäckströms
Mekaniska Company. They control their resources and perform activities that they
independently or jointly select through their relationships. Therefore, for Nyhammars
and Bäckströms as actors, it is really important that they can choose the relationship
type, cooperation or competition, which is in line with views expressed by Donaldson
et al (2007).

At the beginning, the cooperation relationship between them was chosen by SSAB.
However, both of them think that it was the correct decision made after cooperating
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with each other for the first two years, because they can take on bigger jobs and
charge a slightly higher price. Nowadays, they also cooperate with each other for
other jobs and would like to keep long-term relationship between them. Vennerström
(2011) stressed that cooperating with competitors can not only get a bigger order and
positive results, but can also reduce costs by sharing resources, such as human
resources and equipment. Andersson (2011) also emphasised that top managers in
their company have an awareness of coopetition, and put benefits and profits first.
Thus, it is obvious to see that the top managers of both Nyhammars and Bäckströms
have a positive attitude to a cooperation strategy, which is reflected in the mission of
company. This is in line with the view by Chin et al (2008) who claims that the
company’s vision and mission, as parts of management leadership, reflect the
management’s attitude.

Therefore, how to achieve the company’s mission is a key problem in the
management of leadership activities. From the findings, it is understood that
supervisors will be informed when the company has new marketing activities or
strategies, because both companies recognised that the supervisor plays an important
role in the coopetition relationship. That observation is in agreement with that stated
by Chin et al, who stated that senior executives’ attitudes to coopetition relationships
greatly influence the achievement of a coopetition strategy. And there are similarities
with the expression of views by Chen et al (2008) who insists that high quality
management systems enables and guides an organisation’s coordinated activities
toward excellence. Nyhammars cooperated with Bäckströms on SSAB, they informed
and told supervisors that they were cooperating with Bäckströms, not competitors.
Delivering messages and information at purely a supervisor level is not enough.
Nyhammars also made sure every worker in every level, especially front line workers,
knew that they should work together to have the best final result for SSAB. There are
similarities that exist in terms of information sharing of two sides’ employees in
organisation learning as mentioned by Chen et al (2008). As a result, according to
Vennerström (2011), Nyhammars and Bäckströms are close to each other, acted
together and helped each other, rather than only focusing on their own jobs during the
seven years of their coopetition relationship, because they would not damage their
partnership. This opinion is in agreement with Donaldson et al (2007) who claims that
a total activity is never completed by one actor. Therefore, it is necessary for company
as an actor in a coopetition relationship to give a shoulder to partners when they are
needed, even if you are competitors in sometimes.

Chen et al (2008) put forward that a long-term agreement with competitors included a
long-term commitment which is an important factor in coopetition
relationships.However, as Vennerström (2011) expressed in the interview, not all
agreements will be signed contracts. In his opinion, writing all aspects of an
agreement or writing agreements too often means they need to follow the agreements
totally and hence will make them lose flexibilities. In other words, in order to keep
flexibilities of their works, the unwritten commitment is chosen by Nyhammars
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Company instead. Andersson (2011) also hold that they are based on trust and quality
when they built cooperation with other competitors. That shows some fundamental
differences between the views of Chen et al (2008) and the findings in the real world.
However, that is not to say the agreement is valueless in coopetition relationship
building. Vennerström (2011) still approved that it is necessary for company to make
an agreement to protect their rights sometimes, just not all the time.

Furthermore, based on the input from these two managers’, it is understood that trust
development is a really important activity in coopetition relationship development,
which can build and develop a good relationship. Chin et al (2008) also hold the same
views. At the same time, mutual benefits, common goals and trust development are
closely related. The common goal of Nyhammars and Bäckströms is doing the best
job to make SSAB satisfied, and ultimately gain the profits and benefits. It is obvious
to see that a trust relation between two companies tied together with common goals
and interests is likely to exist. Therefore, it is necessary for supervisors from both
companies to have the same understanding of their cooperation and common goals.
The trust relationship between Nyhammars and Bäckströms is determined by stability
of quality, which is not in line with the recommendation of Zineldin (2004) that
claims that trust relationship is based on clear commitment. Both of them are more
interested in the stability of quality than long-term commitment, because sometimes
this coopetition in such special industry does not last a long time. That is to say,
sometimes they just need to find a partner to cooperate with in the short time in order
to finish the job on time. In this situation, quality is the most important element they
really care about when they choose a partner to cooperate with, which can also
improve mutual trust in relationship (Vennerström & Andersson, 2011). They
highlight that high quality of product and service is the critical factor to keep the
cooperation relationship in action, and hence make it make it turn into profits and
benefits, which is in line with the viewed expressed by Rubio and Aragon (2009).
They also believe that the quality of product or service is closely related to
profitability and competitiveness in SMEs. Relationship development activities also
need actors to share knowledge and risks with each other, which will affect actors
cooperation. Nyhammars and Bäckströms share knowledge with each other, such as
official results of their company. In addition, they also share big projects with each
other to enhance the efficiency. Risk sharing is another important factor in developing
a coopetition relationship. The finding shows that two companies share their risk with
each other. If they take different parts of the project, they will take responsibility for
their own works and take their own risk. But they only make the verbal agreement in
order to keep the flexibility of relationship building.

Lastly, communication management also is viewed as a critical activity in coopetition
development. The findings showed that two companies (Nyhammars and Bäckströms)
communicate with each other through meetings. They focus on discussing what the
weaknesses in the jobs are and how they can be improved for both actors. Both of
them believe that it is of benefit for the companies to reduce conflicts and hence build
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a strong relationship through communicating with each other. That observation is in
line with the opinions of developed theory model mentioned by Chen et al (2011).
They also insist that a company who has a good communication environment can
reduce, or even avoid, the misunderstandings and conflicts between its coopetitors. At
the same time, trust relationship development is also helpful in problem and conflict
resolution, even without commitment (Andersson, 2011). Moreover, both cases
highlight that a good and suitable actor in the network may reduce many mistakes and
conflicts in the cooperation relationship. Consequently, productivity and efficiency
will be enhanced through good communication.

The main resource ties between two companies are knowledge, human resources,
equipment and projects or orders. Bäckströms would share big project with
Nyhammars, while Nyhammars provides special equipment to Bäckströms. These
resources are considered as heterogeneous resources, which is similar to the viewpoint
Gnyawali et al. (2009). This reinforces the view of the developed theory model (Chen
et al., Resource Similarity 2011) that sharing heterogeneous resource can build trust
and maintain the cooperation relationship with competitors. Bringing special resource
is a requirement for actors who in the coopetition network. Human resources as the
key factor of company should be emphasised in resource sharing. Nyhammars and
Bäckströms share their frontline works and expertise in the network to get bigger
orders and save cost, as recommended by Gnyawali et al. (2009).
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6.6.6.6. CONCLUSIONCONCLUSIONCONCLUSIONCONCLUSION
This chapter is composed of two independent sections. First we present our study
result through answering three research questions and theoretical contribution. In
second sections we try to give suggestions for SMEs on how to effect a coopetition
relationship and minimise the risks. Finally, ideas for further research are
considered.

6.16.16.16.1 ConcludingConcludingConcludingConcluding RemarksRemarksRemarksRemarks andandandand ImplicationsImplicationsImplicationsImplications
Two research questions were initially selected for investigation. Discussion of the
findings from the practical case study, are as follows:

1) The benefit of establishing coopetition relationship and the hidden risks in SME
The findings of this study are based on investigation of two Swedish companies. The
results show that SMEs can get multiple benefits through participation in a
coopetition network. SMEs tend to cooperate with competitors for outsourcing parts
of jobs/contracts to improve productivity. SMEs have weaker competitive competence
and lack a variety of resources for growth, as compared with large companies. The
most beneficial function of building coopetition relationships is to capture external
resources that are difficult to find in the market, such as skilled employees and
technology. Weak capabilities usually cause high production costs. Establishing a
coopetition network can be treated as an optimising resource process, which is
beneficial for reducing the cost and improving the profitability. Moreover, in the
engineering industry, some big projects with technology convergence require high
levels of comprehensive competence. SMEs are forced to give up such business
opportunities, because they need to consider if all the parts of their production
facilities have the ability to match customers’ expectations. However, working with
competitors who have similar resources or complementary resources could make it
possible to accomplish this kind of complicated work. In order to increase success and
reduce uncertainty, SMEs must actively seek collaborators in their competitor groups.
Through leveraging partners’ competence and resource, SMEs enhance
competitiveness and have a stronger voice in the industry. As the two investigated
small Swedish companies showed, cooperation helped them win the long term
contract from SSAB. At the same time, customers also enjoy stable quality of
products and effective service from suppliers who adopt coopetition strategies. In
addition, it saves time in negotiating the price and getting credible quality when
cooperating with a trusted partner. It is noticeable that obtaining the internal price
(lower than market price) offered to members in a coopetition network, can be seen as
an advantage. Competitor relationships also increase SME innovation and
productivity improvements.

Although a coopetition network is a good tool for creating value for SMEs, hidden
risks should not be ignored. For example, if counterparts cannot provide satisfactory
quality, it could result in the other partner losing money, and perhaps also damaging
the customers' trust. When their interests are tied together, the performance depends
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on both partners performing. In addition, SMEs tend to use unwritten commitment in
trusting coopetition networks, instead of formal contracts, in order to speed up
decision making. In some situations, it is not enough to protect the rights of the
partner who has suffered damages. Finally, opportunistic behavior may occur, and
customer information may be disclosed unnecessarily during the cooperation process.
Sometimes, customers may be stolen by partners with lower pricing models.

Of course, in order to making this strategy work well, it needs good management. A
model was constructed to exhibit what the key factors of developing long-term
coopetition relationships are and how they interact with each other.

2) Success factors in coopetition relationships in the SME context
The key success factors of a coopetition strategy and the interaction among these
factors are studied in Sweden SMEs. Trust relationship development is viewed as one
of the most important activities of coopetition in two cases, Nyhammars and
Bäckströms. The respondents in our cases recognised that gaining a competitor's trust
is the foundation of building and developing a relationship between competitors. Trust
development plays a critical role in successful coopetition relationships, because
actors in this relationship are willing to share resources and risks with others. It is
helpful for actors to improve their product quality and make them more efficient and
productiv through resources sharing. Resource sharing, especially human capital,
equipment and business opportunities are essential to ongoing coopetition strategy.
Risk sharing is also a key factor in developing trust among coopetitors, because losses
are minimised for each actor. Management commitment activities also turned out to
be indispensable, especially management leadership factor, which reflects the level of
support and commitment provided in coopetition implementation. Therefore, it is a
benefit for the company to ensure transparency for employees at all levels, especially
the supervisors and front line workers. In that way, employees can improve their
performances and fit into the goal of company through knowing and understanding
the mission and strategies of the company. In a word, internal communication within
the company is really crucial to accomplish a job well done. At the same time, the
external communication management also proved to be important activities of
coopetition. A good external communication environment can help actors to remove
the obstacles.

Meanwhile, these three factors/activities mentioned above also interact with each
other as shown in Figure 5. Firstly, the level of management commitment can
influence the communication management. For example, the managers and
supervisors who support the coopetition strategy are committed to providing a good
communication environment for their coopetitors. A clear agreement or a specific
contract between actors in a coopetition network also can reduce, or even avoid, the
misunderstandings and conflicts between them. Secondly, in this good
communication environment, actors are more willing to share information and
resources. At the same time, resource sharing can enhance the trust level within a



44

coopetition relationship. Thus, it is obvious to see that good communication can help
trust building and development in coopetition network. Conflict and obstacle can be
eliminated in trust relationship as well. Actually, there is an interactive linkage
between trust relationship development and communication management. Lastly,
management commitment also has an influence on trust relationship development. It
is necessary for a company to provide support and sufficient resources to build and
develop trust in coopetition strategy management. Compared to an agreement or
contract, respondents emphasised the trust development in achieving successful
coopetitive relationships, which is different from the long-term commitment opinion
by Chin et al (2008).

Figure 5 Own structure: The Model of Successful Coopetition Strategy in SMEs.

Source: Chen & Liang (2011)

As mentioned above, trust relationship development is the most critical activity in
coopetition establishment and development. The findings show that trust relationships
among actors are determined by stability of quality, which is tied together with
common goal and interests. Aligning different interests toward a common goal is
necessary for trust relationship formulation, which is highly recommendation in
coopetition strategy. Without a common goal or multiple benefits among competitors,
it is impossible to accomplish coopetition. It is clear that common goal as a bridge to
connect other competitors and move forward the coopetition level. Respondents in
two cases heavily stress that where there is high quality, there is trust between
coopetitors. They also hold that quality is the most important element they consider
when they seek a partner to cooperate with, which can also can improve mutual trust
in relationship. Furthermore excellent leadership and management and a good
communication environment can have a positive impact on the products and services.
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Therefore SMEs should put all efforts and energy in to developing quality products or
services improvement, because high quality products or services are the essential
factor to keep the coopetition relationship alive and hence enhance competitiveness
and profitability.

6.26.26.26.2 RecommendationsRecommendationsRecommendationsRecommendations andandandand SuggestionsSuggestionsSuggestionsSuggestions
Coopetition strategy is important for SMEs. When selecting partners, many firms treat
the large company who has significant resources and power in an industry, as first
choice for selection as coopetitor to execute contracts. However, SME competitors
should not be ignored when establishing a coopetition network. As discussed before,
keeping quality standards high is foundational to the stabilisation of a trust
relationship. Thus, the reliability of product quality and development of internal
capability are critically important for SMEs to increase the chance of cooperating with
excellent firms. In this empirical study, we can see Swedish SMEs usually cooperate
together for a job or a task in the short term rather than the long term. They tended to
use oral commitment to make agreements. However, it is suggested that even in a
trusted relationship, SMEs still need a written commitment to protect their own rights
so that they reduce the losses that could occur in the event of an incident. Although
product innovation is occurring faster and faster, which leads firms to change partners
to match the need, keeping long-term relationship with trusting partners is still
valuable. It is helpful to avoid technological leakage and opportunistic behavior.

6.36.36.36.3 FurtherFurtherFurtherFurther ResearchResearchResearchResearch
The case study is limited to two small Swedish companies who have cooperated for a
number of short-term transactions. Thus, it is suggested that further research
investigate companies that have long-term and deeper cooperation projects, because it
is possible that the deeper the cooperation with competitors, the more complicated the
environment and more uncertain risks the firms will have to face. Three factors in our
study (management commitment, trust relationship development, communication
management) may not be enough for maintaining the success of a long-term
coopetition relationship. In addition, it is advised to further research the disadvantages
of coopetition relationships, as this study did not investigate this in sufficient depth.

6.46.46.46.4 ContributionContributionContributionContribution
The model of successful coopetition strategies in SMEs can guide SMEs who have
engaged in establishing networks with competitors to improve their performance. It is
also useful for the people who will adapt this strategy in the future. At the same time,
this study only focused on SMEs and did not include large companies, due to the fact
these two big groups having different positions in the market and different resources.
As result, our study focused on SMEs which already combine the unique
characteristics of SMEs
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BBääckstrckströömsms MekaniskaMekaniska CompanyCompany InterviewInterview QuestionsQuestions

(1) Please introduce yourself (Position, years in company)
(2) What’s major responsibility in this company?

(1) As we know, your company and Nyhammars Bruk Company work with SSAB
steel company. In which aspect (product, service or developing technology)?
(2)How long have you been cooperating with?
(3)What is the major reason to cooperate?
(4) What are benefits you can get from cooperation?
(5)Besides working with SSAB steel company together, does your company have
other cooperation with Nyhammars Bruk?

(1) Does your company compete with Nyhammars Bruk Company for products or
service in steel market?
(2) What make your products or service special?

(1) What kinds of resources you share with your partner?
(2) How do you allocate the sufficient resources to develop coopetition effectively?
(3) Does your company have long-term agreement or commitment to maintain this
relationship?
(4) And if so, what kind of agreement your company conducts? Formal agreement
(i.e. contract) or informal agreement (only be based on trust) or both?
(5) Does you company institute the response to problem solving?
(6) Do you think long-term commitment is a determination factor/ foundation/ of
trust relationship building?

(1) Does your company have a common goal with your partner? (for example offering
excellent products or service to SSAB)

•• BasicBasic InformationInformation aboutabout ourour respondentsrespondents

•• CooperateCooperate withwith NyhammarsNyhammars BrukBruk

•• KeyKey factorsfactors ofof Coopetition---ManagementCoopetition---Management commitmentcommitment

•• CompeteCompete withwith NyhammarsNyhammars BrukBruk

•• KeyKey factorsfactors ofof Coopetition---RelationshipCoopetition---Relationship DevelopmentDevelopment
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(2) And if so, how does your company implement this goal through making policies
and strategies?
(3) What are important factors to build trust relationship with competitors?
(4) Do you have any knowledge sharing with competitors?
(5) What kind of knowledge you share with?(Experience, technology, expertise)
(6) And if so, is it useful to a trust relationship?
(7) Do you think if it is dangerous to leak out technology?
(8) What kind of risks you share with you partner?
(9) Is it formulated on commitment?
(10) Do you think knowledge sharing and risk sharing could enhance trust
relationship?

(1) How do you communicate and exchange information with your partners? (Such as
e-mail, meeting)
(2) What kind of information is shared with partners? (Such as production, customer
communication or deliveries information exchange)
(3)How to manage the flow of information timely and accurately?
(4)How to reduce and resolve conflicts between your company and your partners?
(5) Do you think trust relationship is helpful to resolve conflicts?
(6)How do you resolve conflicts when they arise?

(1)Generally, do you think coopetition relationship has helped your company
improved your competitiveness? And how?
(2)What are the challenges you facing or ever in this process?
(3)Cooperating with competitors, do you see there are potential risks? And what are
they?
(4) Do you cooperate with other competitors, beside Nyhammars Bruk??

APPENDIX2APPENDIX2APPENDIX2APPENDIX2 INTERVIEWINTERVIEWINTERVIEWINTERVIEWQUESTIONNAIREQUESTIONNAIREQUESTIONNAIREQUESTIONNAIRE FORFORFORFOR NYHAMMARSNYHAMMARSNYHAMMARSNYHAMMARS

•• MiscellaneousMiscellaneous

•• KeyKey factorsfactors ofof Coopetition---CommunicationCoopetition---Communication ManagementManagement
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NyhammarsNyhammars BrukBruk CompanyCompany InterviewInterview QuestionsQuestions

(1) Please introduce yourself (Position, years in company)
(2) What’s major responsibility in this company?

(1) As we know, your company and Bäckströms Mekaniska Company work with
SSAB steel company. In which aspect (product, service or developing technology)?
(2)How long have you been cooperating with?
(3)What is the major reason to cooperate?
(4) What are benefits you can get from cooperation?
(5)Besides working with SSAB steel company together, does your company have
other cooperation with BBääckstrckströömsms MekaniskaMekaniska?

(1) Does your company compete with Bäckströms Mekaniska Company for products
or service in steel market?
(2) What make your products or service special?

(7) What kinds of resources you share with your partner?
(8) How do you allocate the sufficient resources to develop coopetition effectively?
(9) Does your company have long-term agreement or commitment to maintain this
relationship?
(10) And if so, what kind of agreement your company conducts? Formal agreement
(i.e. contract) or informal agreement (only be based on trust) or both?
(11) Does you company institute the response to problem solving?
(12) Do you think long-term commitment is a determination factor/ foundation/ of
trust relationship building?

(11) Does your company have a common goal with your partner? (for example
offering excellent products or service to SSAB)
(12) And if so, how does your company implement this goal through making policies
and strategies?

•• BasicBasic InformationInformation aboutabout ourour respondentsrespondents

•• CooperateCooperate withwith BBääckstrckströömsms MekaniskaMekaniska

•• KeyKey factorsfactors ofof Coopetition---ManagementCoopetition---Management commitmentcommitment

•• CompeteCompete withwith BBääckstrckströömsms MekaniskaMekaniska

•• KeyKey factorsfactors ofof Coopetition---RelationshipCoopetition---Relationship DevelopmentDevelopment
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(13) What are important factors to build trust relationship with competitors?
(14) Do you have any knowledge sharing with competitors?
(15) What kind of knowledge you share with?(Experience, technology, expertise)
(16) And if so, is it useful to a trust relationship?
(17) Do you think if it is dangerous to leak out technology?
(18) What kind of risks you share with you partner?
(19) Is it formulated on commitment?
(20) Do you think knowledge sharing and risk sharing could enhance trust
relationship?

(1) How do you communicate and exchange information with your partners? (Such as
e-mail, meeting)
(2) What kind of information is shared with partners? (Such as production, customer
communication or deliveries information exchange)
(3)How to manage the flow of information timely and accurately?
(4)How to reduce and resolve conflicts between your company and your partners?
(5) Do you think trust relationship is helpful to resolve conflicts?
(6)How do you resolve conflicts when they arise?

(1)Generally, do you think coopetition relationship has helped your company
improved your competitiveness? And how?
(2)What are the challenges you facing or ever in this process?
(3)Cooperating with competitors, do you see there are potential risks? And what are
they?
(4) Do you cooperate with other competitors, beside Bäckströms Mekaniska?
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