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ABSTRACT

This paper tries to address various dimensions of the firm relationship that are competing in the same industry.
Competitive strategies play important role for a firm's survival and to achieve sustainable competitive advantage.
However, firms can also decide to cooperate with each other through mobilization of resources to ensure mutual
benefit and thus promote healthy competition. A strategic dilemma may occur for competing firms to cooperate with
other who traditionally believe in competition, profit orientation, and self-interest. This paper tries to address firm
level responses and interactions amongst each other in various consequences by relying on exploratory method of
research. Firms competing in the same industry may opt for four different strategic options named as , competition,
cooperation, coexistence and coopetition. Through the literature review, different forms of firm level relationships are
explained under these four strategic options. This paper argues that cooperation is beneficial and may complement

healthy competition amongst competing firms.
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INTRODUCTION

Competitor analysis plays a significant role in gaining
sustained competitive advantage as suggested by
Michael Porter (1980) in his book 'competitive strategy'.
Porter (1980) suggested a framework of generic strategies
that may support a firm to outperform competitions and
gain competitive advantage. Porter (1980) also suggested
that in emerging markets, firms may face the strategic
dilemma of choosing between competition and
cooperation. In emerging markets, firms may need to
pursue industry advocacy more in the form of
cooperation while putting less emphasis on their
narrowed 'self-interest. In other words, firms may
choose to cooperate with each other instead of competing
in emerging markets which Porter (1980) described as a
strategic dilemma. Contrary to this, scholars (Ven &
Garud, 1987) have argued that both competition and
cooperation may exist amongst firms in an industry as a
normal state of affair. Firms may not have to choose
between competition and cooperation in order to gain
competitive advantage in the market, they can both
compete and cooperate simultaneously. An over
emphasis on competition can actually distort a firm's
sustainable competitive advantage (Harfield, 1999).
Therefore, firms may also need to explore inter-firm
relationship with each other in the form of cooperation to
ensure industry growth. Barnett (2006) argued that,
firms need to form collective strategy through
collaboration and mobilization of resources in order to
tackle environmental pressures as "there is strategic
strength in numbers" (Barnett, 2006: 272). However, many
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firms do not radically change their individualized
approach to a more collective approach typically due to
their profit concern, managerial control, and discretion.
The change of approach towards being collectivist
requires firms to establish a working balance between
individualized and collectivist approach. Strategists from
the firms are required to address the issue of balancing
between collectivist and individualized actions in order
to remain competitive.

Different dimensions of inter-firm relationship are
needed to be addressed to explain better how firms
compete and cooperate with each other in an industry.
The current paper, therefore, tries to provide a
theoretical explanation to address various forms of the
firm relationship which may be helpful to illustrate the
critical balance between individual and collective action.

OBJECTIVE OF THE STUDY

The major idea of this paper is to address different
dimensions of the firm relationship observed amongst
competing firms under different consequences. To what
extent a firm would interact with each other is an
important issue to address within social network
research? There had been many discussions regarding
the importance of connectivity amongst the firms
through maintaining cooperative networks to captivate
individual interest with the exchange of resources
amongst each other. However, to what extent, the firms
would sacrifice individual benefits over mutual benefits
is an important issue to address. Therefore, through this
paper, I would like to address the different layers of
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relationships within competing firms influenced by
different modes of consequences.

Geographic locations, the scope and nature of the
industry, the number of struggling firms, and the level of
political interventions are some of the key factors
deciding the level of cooperation amongst the firms.
According to Easton and Araujo (1992), there are four
different types of relationships can be developed
amongst the firms explained as, competition, coexistence,
cooperation, and coopetition. Throughout the paper, the
theoretical framework of these relationship levels
amongst competing firms will be discussed within the
context of literature.

METHODOLOGY

The paper tries to highlight the studies within the field of
strategic management featuring competition and
cooperation amongst business organizations. An

exploratory research method is adopted to find out the
relevant articles to address the firm's relationship level in
various consequences. The study is compiled through
secondary sources of data such as online journals and
publications. The study is mostly concentrated towards
the field of strategic management and social network
research. The references are provided in the end section
of the paper.

SIGNIFICANCE OF THE STUDY

This paper can be ideally significant to address the firm
level interaction wunder different consequences.
Traditionally, it is understood that firms need to remain
competitive in order to sustain in the market. However,
to remain competitive in the market, firms may address
different circumstances by choosing to cooperate, coexist
or even compete and cooperate simultaneously. The
study may be significant to theoretically address these
dimensions by highlighting the possible interaction
levels amongst competing firms in various forms of
competition. It may provide a platform for empirical
evidence to address the core determinants that influence
the firms within the same industry to adopt competition
or cooperation.

Literature Review

From the definition of economics, we know that
resources are scarce, and the best way to utilize scarce
resources is to explore alternative uses of scarce
resources. According to Robbins (1935:16), “Economics is
a science which studies human behavior as a relationship
between ends and scarce means which have alternative uses".
Resources are limited while the desire for the produced
goods is unlimited. Therefore, consumers decide upon
the allocation of scarce resources to maximize the
satisfaction defined as rational choice. According to the
theories of rationality, "Rational individuals choose the
alternative that is likely to give them the greatest
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satisfaction"(Heath 1976: 3). From firm level perspective,
this is important to decide upon the appropriate use of
scarce resources in such ways so that it can ensure
maximized profitability. Because of the limitation of
resources, firms do interact with each other to develop a
process with which the best methods can be discovered
to exploit these resources to ensure mutual benefits.
(Hakansson, et al. 2009). In other words, mobilization of
resources is required to adopt cooperation and ensure
mutual benefits. In the following sections, the way firms
do interact with each other’s described in four parts —
competition, coexistence, cooperation, and coopetition.

Firms Chose to Compete

The business worlds where firms do compete or
cooperate with each other are defined as either ‘jungle or
‘metaphors' by Hakansson (et al. 2009). The business
world in the mid-eighteenth century was categorized as
jungle' like metaphor with intense rivalry and limited
space for firms to interact and share resource with each
other's (Hé&kansson et al. 2009). On the other hand,
today's business world is more like 'rainforest' where
inner-dependence is more important than independence
and firms revitalize their resources through the process
of interaction to ensure a satisfying level of profitability.
(Hakansson et al. 2009). However, the rainforest
approach  rejects the contemporary theory of
competition. According to rainforest approach, firms
would try to outperform each other's by achieving
sustainable competitive advantage through cost
leadership or differentiation, a method of hybrid strategy
( Hitt, Ireland & Hoskisson, 2009) . It may be contrasting
to the viewpoint of economic 'theory of maximizing
utility’, (Marshall, 1920). The rainforest approach
described by Hakansson et al, (2009) stresses out the
importance of being a moderate risk taker in the market.
Here, firms would try to maintain network amongst each
other, create space for interaction, and ensure mutual
benefits, something like a piece of cake for everyone.
(Hakansson et al. 2009).

Therefore, the concern of rational choice amongst
individuals is much dependent on the way the
individuals interact with each other. Elster (1989)
described-" The elementary unit of social life is the individual
human action to explain social institutions and social change
is to show how they arise as the result of the action and
interaction of individuals" (Elster 1989: 13). Schneider
(1974; cited in Granovetter, 1985: 482) criticized in the
fact that "economic behavior was sufficiently independent of
social relations for standard neoclassical analysis to be useful".
Most of the sociologists had chosen the simplest path to
analyze economic behavior without inclusion of complex
sociological phenomena, a drawback according to
Granovetter (1985).

Two ideal scenarios can be described here to explain the
relationship level within competing firms to the context
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of social network approach. The first scenario is 'high
rivalry' amongst the firms where each of the firms has
sustainable competitive advantage to outperform each
other. The interactions in such case scenarios are based
on indirect relationships when buyer or seller connects
the competitor to each other. (Granovetter, 1973).
Though there is no realistic evidence of economic
exchange in such situations, exchange of information and
other forms of social activities take place. In intensely
competitive industry, the competitors are linked to each
other, according to their relative positions. (Easton &
Araujo, 1992). However, the competitors are not linked
to each other's through the process of economic
exchange. The firms would try to formulate a healthy
social relationship for the purpose of 'getting to know your
rival more’. This is not uncommon due to fact that in
rapidly changing business environment, firms need to be
more interactive to understand and evaluate each other’s
strength & weakness. Needless to say, one firm's
weakness can be perceived as other's opportunities, and
such weaknesses can be explored through the
maintenance of professional social network. Therefore,
the organizations require sharp and high self- monitored
individuals (Kilduff & Tsai, 2003) to maintain a wide
range of associations within the industry to receive
updated information about the industry news and
trends. Therefore, the importance of maintaining a
network also plays a crucial role even in the case of
highly competitive industry. This is also explained by
scholars - “Social networks in organizations tend to be based
on hierarchy, density, embeddedness”(Kilduff & Tsai,
2003:87) and so on. With the development of
sophisticated methods of operation, the complexity
within the workforce is so apparent now days that, it
requires dynamic adaption of the individuals within the
organization. Therefore, firms are not only engaged in
the production; but they are also engaged in strategic
planning, internationalization, R & D, and competitive
strategies. There exists the need for a social network in
which organizations tend to interact with each other
through knowledge sharing, experience and innovation
(Hansen, 2002). The existence of social network within an
industry would enhance the inter-organizational
boundary, promote tacit and explicit knowledge sharing,
skill transfer, new product innovation and may also help
to resolve various conflicts amongst competing firms.

Firms Chose to Coexist

The term coexistence of firms is not very much used in
the literature of competition amongst firms. In his book
‘Relationship among competitors’, Easton (1990)
discussed coexistence of firms along with four other
forms (competitions, cooperation, conflict, collusion) of
relationships between competitors. According to Easton,
(1990) coexistence exists when the competing firms are
said to be independent in term of their perceived goals.

Copyright © CC-BY-NC2014, Asian Business Consortium

From the perspective of the author, the competing firms
merely challenge each other’s when their goals do not
mutually collide.

As discussed by Bengtsson and Kock (1999), social bonds
between coexisting firms are omnipresent due to the
familiarity of the firms to each other’s influenced by a
high level of informal reciprocal trust. Stipulated by
individual goals, firms chose not to interfere with each
other in case of competitive actions yet the firms have a
considerable amount of dependence upon each other. It
is because, firms in case of coexistence share information
amongst each other’s which are mutually beneficial. In
other words, competitors are forced to maintain an
association with each other for their individual interests,
even though there is no existence of economic exchange.
However, competitors strive for as little interactions as
possible which gives rise to the relationship of co-
existence, in which competitors know about each other,
but do not challenge themselves. In this case, competitors
are more like complementary partners with democratic
niches for their operations. It happens when there are no
conflicting  positions amongst competitors and
everyone's happy with their piece of cake. However,
conflicting situations arise if one of the firms position is
threatened by other or one of the firms foresees an
opportunity to expand their business into the
competitor's domain (Bengtsson and Kock, 1999).

Firms Chose to Cooperate

The most appropriate form of relationship amongst
competitors is cooperation that is quite visible in most of
the industries. According to Hunt (1996), some
cooperation can enhance competition rather than thwart
it. Cooperation amongst firms can be built based on the
formal or informal characteristics of activities and
distribution of resources among them. The cooperative
form of interaction is the most important and demanding
one amongst all sort of relationship layers amongst
firms, and it is applicable to many industries where
firm's activities are inner -dependent on each other.
Firms do operate with the access to each other's
resources, information, and knowledge sharing for
collective achievement of mutual goals (Hakansso et al.
2009). The most constructive form of cooperation is
interaction. According to Hakansson (et al. 2009: 47),
"cooperation can be used to create and develop human and
physical resources by exploiting time, it can initiate new
process and give them particular direction over time". Here,
according to the authors, cooperation in the form of
interactions amongst firms can be utilized to incorporate
with time and space to achieve mutual benefits.
According to Hékansson (et al. 2009:54), "Interaction
provides the possibility of taking advantage of the non-linear
effects and creating new resource combination based on how
specific measures are considered". It can be explained that
the resources perceived as poor quality or unimportant,
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can have quite a huge significance when combined with
other firm's resources, and can provide sufficient
advantage, in the long run. Interaction is also helpful for
competing firms across geographical areas, to "take
advantage of unique place -related features of the business
processes of purchase and supply" (Hékansson, et al
2009:54). However, cooperation can be quite stressful
and has its own set of drawbacks. Cooperation can be
quite ineffective if individual benefits take place over
mutual benefits, in the form of conflict of interest.
(Bengtsson & Kock, 2003).

However, the most important issues to address at the
relationship level of competing firms are the choice of
cooperation or competitions. Empirical evidences show
that, firms would decide whether to compete or
cooperate. based on the consequences described as
'activity' and 'resource’ by Hakansson (et al. 2009). Firms
can actively cooperate with each other in a specific
activity or actively compete in another activity. The level
of cooperation amongst firms would be decided by the
capability of their resources. Typically, the lack of
resource or inability to access some resources force firms
to engage in cooperation with other in order to produce
problem solutions. According to Richardson (1972), these
activities are either complementary or similar to each
other. If firms have unique capabilities to compete, they
would rather choose competition instead of cooperation.
Therefore, the basis for cooperation or competition
varied between different types of activities and needed
to be addressed in the social networking theories.

Firms Chose to Compete and
Simultaneously Coopetition

Coopetition occurred when firms chose to compete and
cooperate simultaneously. (Bengtsson and Kock, 2000).
The authors described coopetition as a form of
relationship that can form intra-organizational, inter-
organizational or individual levels (Tsai, 2002; Bengtsson
and Kock, 2000; Tidstrom, 2014). Coopetition is divided
into vertical and horizontal levels. Vertical coopetition
occurs between buyers and sellers while horizontal
coopetition takes place between competitors.

When it comes to the proposition of firms deciding
whether to compete or cooperate, firms are viewed as a
rival or a partner. However, when it comes to the
coopetition, firms are viewed as both rival and partner. It
is, however a complicated discussion since Nalebuff and
Brandenburger (1996) argued about coopetition being
adopted by firms who are not competing in the same
industry. However, a simplified argument would be to
consider coopetition as the process of simultaneous
competition and cooperation of firms belonging to the
same industry and serving same or similar type of
products ( Bengtsson and Kock, 2000; Laine, 2002). In the
case of activities very closely directed towards
firms decide to compete with each other.

Cooperate

customers,
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However, the same firms may decide to cooperate with
each other in case of purchasing, service or some other
activities not directly centered towards customers.

CONCLUDING REMARKS

From the above literature review, we discover the
existence of cooperativeness and competitiveness in
organizations. We can understand from the literature
that, eventually no firm can operate under isolation.
Even in a extremely competitive industry, firms need to
interact with each other's having sustained competitive
advantage. Cooperation and competition are two
complementary terms in that sense since competition is
being observed in industries where firms are highly
cooperative and interactive to each other. Therefore, the
extent to which a firm would cooperate or compete with
other firms is highly dependent on various factors. These
factors can be described as , the nature and scope of the
work, functionality of the whole system, geographic
locations, and so forth. For instance, a new firm needs to
cooperate with existing firms to use and establish a
brand name. On the other hand, existing firms may need
to cooperate with the new firm to achieve a competitive
advantage over other. It would be interesting to explore
the undiscovered factors or determinants that make the
firms decide about cooperation or competition. This can
serve as a complementary study within the context of
social networking theories.
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