THE DARK-SIDE OF COOPETITION: WHEN COLLABORATING WITH
COMPETITORS IS HARMFUL FOR COMPANY PERFORMANCE

Abstract

Purpose — Coopetition is the interplay between cooperation and competition, involving
organisations sharing resources and capabilities with rival entities. Earlier work has
suggested that coopetition has a linear (positive) relationship with company
performance, with scarce considerations towards whether this link could have a
diminishing-returns effect. Thus, this paper examines the non-linear (quadratic)
relationships between coopetition and three performance outcomes. Using resource-
based theory and the relational view, this study is designed to evaluate the dark-side
of coopetition, in terms of identifying situations when such activities can be harmful for
company performance.

Design/methodology/approach — Survey data were collected from a sample of 101
vineyards and wineries in New Zealand. After purifying the measures through a series
of multivariate statistical techniques, the research hypotheses and control paths were
tested through hierarchical regression. Furthermore, the statistical data passed all
major assessments of reliability and validity (including common method variance).

Findings — Coopetition was found to have non-linear (quadratic) relationships with
customer satisfaction performance, market performance, and financial performance.
These results indicate that while coopetition provides organisations with new
resources, capabilities, and opportunities, there are some dark-sides of coopetition
activities. With “too little” coopetition, firms might struggle to survive within their
markets, with an insufficient volume of resources and capabilities. With “too much”
coopetition, companies could experience increased tensions, potentially lose
intellectual property, and dilute their competitive advantages. Such negative outcomes
could harm their performance in several capacities.

Practical implications — Firms should appreciate that coopetition is a competitive
strategy. In other words, regardless of how much collaboration occurs, coopetition
partners are still competing entities. It is recommended that organisations should strive
to engage in an “optimal-level” of coopetition, as “too little” or “too much” of such
strategies can be harmful for various types of company performance. To mitigate some
of the dark-sides of coopetition, businesses should attempt to utilise all the benefits of
collaborating with competitors (i.e., accessing new resources, capabilities, and
opportunities), but at the same time, not become dependent on rivals’ assets.

Originality/value — This current article develops and tests a framework examining the
non-linear (quadratic) linkages between coopetition and multiple assessments of
company performance. It highlights the benefits and drawbacks of businesses sharing
resources and capabilities with their competitors. Contrary to prior studies in the
business-to-business marketing literature, the results signify that firms need to engage
in an “optimal-level” of coopetition to minimise certain dark-sides, such as reduced
company performance. After providing some practitioner implications, this paper ends
with a series of limitations and avenues for future research.

Keywords — Coopetition, company performance, dark-side, resource-based theory,
relational view, business-to-business marketing.

Classification — Research paper.



Introduction

Coopetition (or coopetition activities) is a fundamental business-to-business marketing
strategy (Rusko, 2011; Dahl, 2014; Bouncken et al., 2015; Leite et al., 2018). It is
comprised of cooperative and competitive dimensions that help organisations to
acquire new resources, capabilities, and opportunities that they would not have access
to under individualistic business models - where coopetition does not occur (Ritala et
al., 2014; Gnyawali et al., 2016; Arslan, 2018; Velu, 2019). In terms of its seminal
definition, coopetition is “a dynamic and paradoxical relationship, which arises when
two companies cooperate in some areas (such as strategic alliances), but
simultaneously compete in other areas” (Bengtsson and Kock, 2000, p. 411). As
coopetition activities are intended to provide firms with new ways to compete within
their competitive business environments, it is unsurprising that scholars have invested
a large volume of research towards understanding the relationship between
coopetition and company performance (Bengtsson and Kock, 1999; Luo, 2007;
Bouncken and Kraus, 2013; Crick and Crick, 2016a; Sanou et al., 2016; Velu, 2016;

Felzensztein et al., 2018; Gnyawali and Charleton, 2018; Tidstrom et al., 2018).

Despite numerous investigations in the business-to-business marketing literature
having explored the relationship between coopetition and company performance, such
research is underpinned by a key (and arguably limited) assumption. That is, business-
to-business marketing scholars have predominately highlighted that collaborating with
competitors (e.g., sharing resources and capabilities) leads to higher-levels of
company performance, with minimal considerations towards a potential diminishing-
returns effect (Rindfleisch and Moorman, 2003; Fang, 2006; Ritala, 2012; Bengtsson
and Raza-Ullah, 2016; Crick, 2018a). In other words, academic and practical
recommendations have encouraged firms to engage in increased forms of coopetition,
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as such activities are likely to improve their performance. Alternatively, very few
studies have suggested that the relationship between coopetition and company
performance could be non-linear (quadratic) (Luo et al., 2007; Ang, 2008; Crick, 2019).
This is a critical issue, since it could be that coopetition is a performance-driving
activity, but only up to a certain point, for which “too little” and “too much” coopetition

could be harmful for company performance.

Additionally, the business-to-business marketing literature has examined how
coopetition activities can yield inter-firm tensions between competing organisations.
Tensions have included conflict and power imbalances, where the paradoxical forces
of cooperativeness and competitiveness cannot be differentiated (Tidstrom, 2009;
Park et al., 2014; Raza-Ullah et al., 2014; Mattsson and Tidstrom, 2015; Bouncken et
al., 2016; Raza-Ullah, 2019). Yet, these negative aspects of coopetition activities have
scarcely been attributed to the potential non-linear (quadratic) link with company
performance. This means that research is needed to better-understand the underlying
mechanisms behind this diminishing-returns effect. Company performance can be
conceptualised and operationalised in numerous capacities (Ray et al., 2004,
Katsikeas et al., 2016). Thus, it is of interest to consider the multiple performance
outcomes of coopetition, so that recommendations can be made to scholars and
practitioners about what assessments of performance are most likely to be affected by
collaborating with competitors. This is especially important because firms have varied
performance objectives (Crick and Crick, 2015; Crick et al., 2018), meaning that

coopetition could be better-linked to certain measures over others.

' It is appreciated that non-linear (quadratic) effects can exist in different respects. In
this current study, the non-linear (quadratic) relationship between coopetition and
three assessments of company performance was conceptualised as having an
inverted U-shaped association (as opposed to U-shaped).
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Hence, the objective of this investigation is to examine the non-linear (quadratic)
relationships between coopetition and customer satisfaction performance, market
performance, and financial performance (measures guided by Hooley et al., 2005;
Vorhies and Morgan, 2005; Morgan et al., 2009). To achieve this research objective,
resource-based theory and the relational view were utilised. Resource-based theory
explained how firms can employ their competitors’ resources and capabilities with their
own assets (Combs and Ketchen Jr., 1999; Hannah and Eisenhardt, 2018). The
relational view supplemented these conceptualisations to understand how the quality
of inter-firm relationships can affect the performance outcomes of coopetition (Dyer
and Singh, 1998; Lavie, 2006; Dyer et al., 2018). Consequently, this article is divided
into the following core sections. First, the framing literature is reviewed. Second, the
conceptual framework is presented, with the research hypotheses and control paths.
Third, the adopted methodology is described. Fourth, the empirical results are outlined.
Fifth, the discussion links the empirical results to the extant business-to-business
marketing literature. Sixth, the paper is concluded, alongside some practitioner

implications and a series of limitations and avenues for future research.

Framing literature

Resource-based theory and the relational view

Resource-based theory examines the connection between an organisation’s tangible
and intangible assets (resources and capabilities respectively) and company
performance (Barney, 1991; Tzokas and Saren, 2004; O’Cass et al., 2015; Cortez and
Johnston, 2019). The resource-based view has been linked to the coopetition
construct to highlight that by collaborating with rival entities, businesses can acquire

new resources and capabilities that they would not be able to access under



individualistic business models (Combs and Ketchen Jr., 1999; Hannah and
Eisenhardt, 2018). However, the resource-based view only informs business-to-
business marketing scholars of a proportion of the issues associated with the interplay
between cooperation and competition. That is, resource-based theory has been
extended through the relational view to account for how the quality of inter-firm
relationships can affect company performance (Lavie, 2006). The relational view
considers how businesses need to trust the stakeholders (e.g., competitors) that they
are collaborating with and should work with those that can yield mutually-beneficial

outcomes (Dyer and Singh, 1998; Coviello and Brodie, 2001; Dyer et al., 2018).

Crick (2019) integrated the relational view and resource-based theory to conceptualise
the nature of the relationship between coopetition and company performance. In terms
of the non-linear (quadratic) link, Crick (2019) proposed that the resource-based view
explains the positive aspects of coopetition, including the prior-mentioned access to
new resources and capabilities (as well as opportunities). However, Crick (2019)
argued that the relational view explains that if organisations work with untrustworthy
competitors, they can experience a range of negative (performance-harming)
outcomes, like losing intellectual property, diluting their competitive advantages, and
yielding tensions with their rivals (as per Tidstrom, 2009; Ritala and Hurmelinna-
Laukkanen, 2013; Raza-Ullah et al., 2014; Tidstrom et al., 2018; Raza-Ullah, 2019). In
this current study, the relational view and resource-based theory are integrated to
explore the underlying mechanisms behind the non-linear (quadratic) relationship
between coopetition and company performance. This helps to evaluate some of the
dark-sides of firms collaborating with their competitors. Plus, utilising resource-based

theory and the relational view allowed this article to respond to recent calls for research



to appreciate the complexities of the coopetition — company performance relationship

(see Shu et al., 2017; Hoffmann et al., 2018).

Assessments of company performance

Under the relational view and resource-based theory, company performance has been
conceptualised and operationalised in numerous capacities, with scholars examining
outcomes, such as competitive advantages, collaborative advantages, market-level
survival, and sales performance (Kanter, 1994; Hunt and Morgan, 1995; Mohr and
Sengupta, 2002; Hunt and Derozier, 2004; Peters et al., 2010; Dyer et al., 2018; Jin
and Cho, 2018). In this current study, company performance is explored in three
respects. First, customer satisfaction performance is the extent to which firms have
satisfied their customers’ wants and needs (Vorhies and Morgan, 2005). Second,
market performance is the degree to which organisations have grown within their
markets (Hooley et al., 2005). Third, financial performance is the level of financial
success that entities have secured within their markets (Morgan et al., 2009). These
outcomes were anticipated to encapsulate the main types of company performance
(Ray et al., 2004; Katsikeas et al., 2016). Also, these outcomes link with the relational
view and resource-based theory (Dyer and Singh, 1998; Barney et al., 2001; Hooley

et al., 2005; Vorhies and Morgan, 2005; Lavie, 2006; Morgan et al., 2009).

The origins of the coopetition construct

Coopetition was incorporated into the business-to-business marketing literature in the
1990s. During these early years, there were different viewpoints on how the coopetition
construct should be investigated. Brandenburger and Nalebuff (1996) conceptualised
coopetition as being an organisation-wide mind-set associated with managers and

functional-level employees believing in the importance of collaborating with



competitors. Bengtsson and Kock (1999) conceptualised the coopetition construct as
a set of firm-level behaviours linked with companies cooperating with their rivals to
achieve mutually-beneficial outcomes, like improved value chains. Since then,
coopetition has been primarily studied from a behavioural angle pertaining to firms
collaborating with their competitors through the sharing of resources and capabilities
(Felzensztein et al., 2012; Dahl, 2014; Velu, 2016; Shu et al., 2017; Chou and
Zolkiewski, 2018). Regardless of how coopetition is studied, it is comprised of the
interplay between cooperation and competition (Bengtsson and Raza-Ullah, 2016;
Gnyawali and Charleton, 2018). This means there will always be some form of rivalry

driving these strategies (Bouncken et al., 2015; Cui et al., 2018).

Resource-sharing activities include companies lending and borrowing tangible assets,
such as equipment that is expensive to purchase, but can be accessed at minimal
inconvenience from rival entities (Granata et al., 2018). Capability-sharing activities
concern businesses sharing intangible assets, including knowledge and experience
with their competitors (Rusko, 2011). Further, coopetition has been explored in great
depth in regional clusters (e.g., agricultural markets), whereby, rivals simultaneously
cooperate and compete to obtain mutually-beneficial performance outcomes
(Felzensztein and Deans, 2013; Geldes et al., 2017; Felzensztein et al., 2018). Indeed,
coopetition has been studied in a range of industries and countries, like automotive
manufacturers (Andersson and Nyberg, 1998; Akpinar and Vincze, 2016), tourism
service providers (Czakon and Czernek, 2016), alcohol producers (Felzensztein et al.,
2014), high-tech firms (Gnyawali and Park, 2011), and sporting organisations (Crick
and Crick, 2016a). That is, the business-to-business marketing literature has
uncovered several issues associated with the dimensions, antecedents, and

consequences of behavioural forms of coopetition (Luo et al., 2007; Ritala, 2012;



Bouncken and Kraus, 2013; Ritala et al., 2014; Gnyawali et al., 2016; Shu et al., 2017;

Bouncken et al., 2018).

Developments to coopetition in the business-to-business marketing literature

Over the last five years, there have been several developments to coopetition in the
business-to-business marketing literature. In 2014, a special issue of Industrial
Marketing Management was published on the state of coopetition-based knowledge
and some directions for future research. In their guest editorial, Bengtsson and Kock
(2014, p. 180) re-defined coopetition as “a paradoxical relationship between two or
more actors, regardless of whether they are involved in horizontal or vertical
relationships, simultaneously in cooperative and competitive interactions.” Importantly,
Bengtsson and Kock (2014) highlighted that coopetition activities can involve multiple
rivals sharing resources and capabilities, as opposed to their seminal definition, which
restricted coopetition to two competing firms (see Bengtsson and Kock, 2000). This
special issue explored some of the negative aspects of the coopetition construct, such
as the tensions that might exist when two or more rivals collaborate, as well as the
competitive dynamics that exist in coopetition-oriented strategies (e.g., Park et al,,
2014; Raza-Ullah et al., 2014; Ritala et al., 2014; Tidstrom, 2014). Thus, it is of interest
to expand upon these conceptualisations with more depth on the dark-side of
coopetition and the potential diminishing-returns effect with company performance

(extending the work of Luo et al., 2007; Ang, 2008; Crick, 2019).

In 2016, Industrial Marketing Management published a special section on coopetition,
exploring issues, like how organisations can manage and implement these strategies
(Akpinar and Vincze, 2016; Bengtsson et al., 2016; Czakon and Czernek, 2016; Strese

et al., 2016). Hence, there is more evidence that the business-to-business marketing



literature has shifted its focus towards the ways that companies can execute
coopetition activities and navigate the paradoxical forces of cooperativeness and
competitiveness. In 2018, the Strategic Management Journal published a special issue
on coopetition (edited by Hoffmann et al., 2018). In this special issue, several articles
examined the complexities of the relationship between coopetition and company
performance, including some of the tensions associated with the interplay between
cooperation and competition (Arslan, 2018; Cui et al., 2018; Hannah and Eisenhardt,
2018). Consequently, there is all the more reason that research should be directed
towards not just the non-linear (quadratic) relationship between coopetition and
company performance, but also, the underlying mechanisms behind this link
(extending Luo et al., 2007; Ang, 2008; Crick, 2019). In turn, this research should

examine the dark-side of the coopetition construct.

Recently, research has been conducted on the multiple-levels of coopetition activities
(Bengtsson et al., 2016; Tidstrom and Rajala, 2016). Luo et al. (2006) explored how
coopetition can occur between the departments of large corporations (as per Luo,
2005; Gnyawali and Park, 2011; Ranganathan et al., 2018). They suggested that
certain departments can perceive other areas of a business as being their competitors,
depending on factors, like the volume of resource investments made to each function.
As another illustration, Bengtsson and Raza-Ullah (2016) conducted a systematic
literature review and found that there are three schools-of-thought within this body of
knowledge. The “activity school” is a one-to-one direct relationship between competing
organisations, the “actor school” is the view that coopetition occurs in a broader
network context, with various stakeholders, and the “blended school” is a multi-level
view of the coopetition construct, in which such strategies are implemented differently

by the stakeholders involved. Bengtsson and Raza-Ullah’s (2016) paper has been



supplemented by other work related to the stakeholder-wide view of coopetition

(Akpinar and Vincze, 2016; Bengtsson et al., 2016).

There have been other developments to coopetition throughout the business-to-
business marketing literature. For instance, Crick and Crick (2019) developed and
validated a multi-dimensional measure of coopetition, namely, the COOP scale. Using
data from sporting clubs in New Zealand, they found that coopetition is a three-
dimension construct. First, local-level coopetition is where organisations collaborate
with their competitors within a close geographic proximity (see Geldes et al., 2017;
Felzensztein et al., 2018; Granata et al., 2018). Second, national-level coopetition is
where companies share resources and capabilities with their rivals across different
regions, but within the same country (linking with Felzensztein and Deans, 2013;
Gnyawali and Charleton, 2018). Third, organisation-level coopetition is where firms
cooperate with rival entities across various product-markets (including with indirect
competitors), regardless of their region (as per Crick and Crick, 2016a; Virtanen and
Kock, 2016). The theory underpinning the COOP scale highlights that coopetition is a
multi-level construct, for which Crick and Crick (2019) provided a different viewpoint to
other business-to-business marketing papers (e.g., Luo et al., 2006; Gnyawali and
Park, 2011; Bengtsson and Kock, 2014; Bengtsson and Raza-Ullah, 2016;

Ranganathan et al., 2018).

The dark-side of coopetition

In the broader marketing literature, a dark-side is a construct or situation that is actively
bad for organisations (Mick, 1996; Dant and Gleiberman, 2011; Daunt and Greer,
2017). In business-to-business marketing relationships, there will always be negative

aspects pertaining to working with partners with varied objectives, close inter-personal
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ties, and vague contracts (Abosag et al., 2016). If dark-sides exist within business-to-
business marketing activities (including coopetition), there can be uncertainty and
distrust between the firms involved — yielding reductions in company performance (see
Grayson and Ambler, 1999; Tidstrom, 2009; Fang et al., 2011; Raza-Ullah et al., 2014,
Crick et al., 2019a). In this current study, the dark-side of coopetition is explored by
focusing on the non-linear (quadratic) relationship between such activities and
company performance (building upon Luo et al., 2007; Ang, 2008; Crick, 2019). In
doing so, this investigation evaluates whether “too little” and “too much” coopetition is
harmful for company performance. Thus, situations can be identified when coopetition
is actively bad for organisations — and the underlying mechanisms behind the

diminishing-returns effect can be better-understood.

Before the dark-side of coopetition is explored, it is important to review the earlier work
associated with the dark-side of commercial relationships throughout the broader
marketing literature. In a business-to-consumer marketing context, authors have
examined the dark-side of value co-creation, namely, value co-destruction (see Ple
and Chumpitaz Caceres, 2010; Echeverri and Skalen, 2011; Skalen et al., 2015;
Chowdhury et al., 2016; Zhang et al., 2018). Value co-creation is where businesses
cooperate with their customers to improve their service quality, offerings, and overall
experience to create a degree of customer value that out-performs industry rivals
(Vargo and Lusch, 2004; Payne et al., 2008; Edvardsson et al., 2011; Ranjan and
Read, 2016; Sinkovics et al., 2018). Value co-destruction is where firms misuse
customers’ efforts, resources, and experiences and create negative outcomes for the
parties involved - counter-productive to the purpose of value co-creation (Smith, 2013;

Heidenreich et al., 2015; Daunt and Harris, 2017). In fact, value co-destruction (and
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associated service issues) can be driven by dysfunctional employees and/or

customers (Patterson and Baron, 2010; Kim et al., 2019).

If firms engage in value co-destruction (instead of value co-creation), it could be difficult
to implement service recovery strategies to mitigate the damage from such poor-
quality business-to-consumer marketing relationships (Caru and Cova, 2015).
Following on, value co-creation (and value co-destruction) has been incorporated into
the business-to-business marketing literature (Gronroos, 2009; Komulainen, 2014;
Peters et al., 2018; Cabiddu et al., 2019). For instance, Chowdhury et al. (2016) linked
inter-firm tensions to some of the dark-sides of value co-creation. They argued that
when two or more industry rivals are working together to create a superior experience
and service quality for their customers, the companies involved could witness
problems pertaining to the power exerted by certain parties. They also noted the
potential for opportunistic behaviours related to firms misjudging the interplay between
cooperation and competition. Interestingly, Chowdhury et al.’s (2016) paper links with
some of the existing research on the dark-sides of coopetition, whereby, if rivals cannot
differentiate between the paradoxical forces of cooperativeness and competitiveness,
there can be a range of negative outcomes, such as tensions and lower-levels of
performance (Fang, 2006; Tidstrom, 2009 Gnyawali et al., 2016; Crick et al., 2019a;

Raza-Ullah, 2019).

While the dark-side of value co-creation was used to position this study’s overall
contribution, it was of more interest to examine the core areas pertaining to the harmful
aspects of coopetition. Several articles have explored the negative aspects of
coopetition strategies. In addition to noting the need to navigate the paradoxical forces
of cooperativeness and competitiveness (Raza-Ullah et al., 2014; Mattsson and
Tidstrom, 2015; Gnyawali et al., 2016), other investigations have outlined the negative
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outcomes of poorly-managed coopetition strategies. Such negative outcomes
surround inter-firm conflict and power imbalances (tensions), opportunistic behaviours,
losing intellectual property, and diluting competitive advantages (Tidstrom, 2009;
Ritala and Hurmelinna-Laukkanen, 2013; Tidstrom et al., 2018; Raza-Ullah, 2019).
These problems can reduce several assessments of company performance (Luo et
al., 2007; Ang, 2008; Crick, 2019). Despite the dark-side of coopetition being an
emerging strand of knowledge, it is relatively under-researched compared to the
positive aspects of such strategies. The non-linear (quadratic) links between
coopetition and three performance outcomes should uncover the dark-side of such

strategies.

Also, the dark-side of inter-firm relationships has been studied in other areas of the
business-to-business marketing literature. Grandinetti (2017) explored the dark-side of
buyer-seller relationships, in which different partners within supply chain channels
could struggle to manage the interplay between cooperation and competition.
Following its revised definition, coopetition has been extended to apply to vertical
forms of inter-firm cooperation (Bengtsson and Kock, 2014). That is, while this current
paper focuses on traditional (horizontal) coopetition, vertical coopetition involves two
or more supply chain partners simultaneously cooperating and competing (Yami and
Nemeh, 2014; Leite et al., 2018). For example, Velu (2019) illustrated that Samsung
supplies some of the components for the Apple iPhone, meaning that these two firms
are rival entities, but also, have some important forms of collaboration. Grandinetti
(2017) conceptualised that vertical coopetition relationships can be damaged by
secrets and power imbalances between the firms involved. Again, if the interplay

between cooperation and competition is unstable, there can be negative outcomes for
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the businesses engaging in such strategies (Raza-Ullah et al., 2014; Mattsson and

Tidstrom, 2015). The conceptual framework follows in the next section.

Conceptual framework and hypothesis development

Conceptual framework

Under resource-based theory and the relational view (Barney, 1991; Hunt and Morgan,
1995; Dyer and Singh, 1998; Barney et al., 2001; Coviello and Brodie, 2001; Lavie,
2006; O’'Cass et al., 2015; Crick, 2018a; Dyer et al., 2018), the study’s conceptual
framework (Figure 1) examined the non-linear (quadratic) links between coopetition
and three assessments of company performance (Luo et al., 2007; Ang, 2008; Crick,
2019), namely, customer satisfaction performance (H1), market performance (H2),
and financial performance (H3) (measures guided by Hooley et al., 2005; Vorhies and
Morgan, 2005; Morgan et al., 2009). Furthermore, the outcome variables were
controlled by firm size, firm age, degree of internationalisation, and regional
competitiveness, as additional factors that could explain their variances (Westhead et
al., 2001; Low, 2007; Cadogan et al., 2009; Felzensztein and Deans, 2013; Lai and
Woodside, 2015; Crick and Crick, 2016b; Geldes et al., 2017; Felzensztein et al.,
2018; Crick et al., 2019b). For clarity, the non-linear (quadratic) relationships between
coopetition and the three company performance outcomes were used to delve deeper
into the dark-side of such activities (building upon Tidstrom, 2009; Fang et al., 2011,

Abosag et al., 2016; Chowdhury et al., 2016; Crick et al., 2019a; Raza-Ullah, 2019).

[Insert Figure 1 about here]

Research hypotheses

Market orientation surrounds how businesses attempt to implement the marketing

concept via satisfying their customers’ wants and needs to a superior extent over rivals
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(Kohli and Jaworski, 1990; Narver and Slater, 1990). Yet, some organisations lack the
resources and capabilities to deliver performance-driving market-oriented behaviours
(Pelham and Wilson, 1995). By collaborating with rival organisations, firms are
provided with new ways to satisfy their customers’ wants and needs, in terms
accessing new market intelligence (Rindfleisch and Moorman, 2003). Yet,
“cooperation with competitors needs to be carefully considered and judiciously
executed because an over-reliance on highly-intensive competitor alliances may be
just as harmful as under-using such alliances. Excessive cooperation may lead to free-
riding and opportunistic exploitation, a potential loss of proprietary technological and
marketing capabilities, and a possible dulling of a firm’s incentives to stay customer-
focused” (Luo et al., 2007, p. 81). Businesses must be careful to engage in an “optimal-
level” of coopetition to mitigate the risk of yielding such negative outcomes (Crick,
2019). Otherwise, coopetition could have a diminishing-returns effect with customer

satisfaction performance.

Specifically, with “too little” coopetition, firms might be forced to compete under an
individualistic business model, with an insufficient volume of resources and capabilities
to create value for their customers (Ritala et al., 2014; Velu, 2016). Following the
resource-based view, as companies acquire new resources and capabilities, their
performance is likely to be increased (Barney, 1991; Hunt and Morgan, 1995; Barney
et al., 2001; O’Cass et al., 2015). While engaging in coopetition strategies might
provide businesses with new resources, capabilities, and opportunities, if they engage
in excessive degrees of such activities, there can be a range of negative outcomes
(following Luo et al., 2007). Often, when trying to implement the marketing concept,
companies maximise their customer value provision through some form of a unique

selling point to create a competitive advantage (Kumar et al., 2011). However, if firms
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excessively collaborate with their competitors, they might lose the intellectual property
that yields competitive advantages (Ritala and Hurmelinna-Laukkanen, 2013). Hence,
linking with the relational view, “too much” coopetition could limit an organisation’s
ability to create value for customers, with diluted points-of-differentiation, among other
negative outcomes (Dyer and Singh, 1998; Lavie, 2006; Dyer et al., 2018; Crick,

2019). Therefore, it is expected that:

H1. A non-linear (quadratic) relationship exists between coopetition and

customer satisfaction performance.

Coopetition facilitates access to new resources, capabilities, and opportunities that
companies would not normally acquire under individualistic business models (Ritala
etal., 2014; Velu, 2019). Through coopetition, organisations can increase the chances
of securing competitive advantages by combining rivals’ assets with their own
resources and capabilities (Crick, 2015). This is especially important for smaller
entities that possess limited resources and capabilities and might struggle to out-
perform their competitors under individualistic business models (Crick, 2018a).
However, even if the firms involved are highly-collaborative, they are still their rivals
(Park et al., 2014; Arslan, 2018; Cui et al., 2018). According to Tidstrom (2014), if firms
engage in coopetition, they risk yielding tensions with their competitors, such as
conflict and power imbalances. Thus, with “too little” coopetition, firms might struggle
to improve their market performance, with an insufficient resource base (Combs and
Ketchen Jr., 1999; Ritala et al., 2014); with “too much” coopetition, there could be
increasing forms of inter-firm tensions, where competitive and cooperative forces
cannot be differentiated (Tidstrom, 2009; Mattsson and Tidstrom, 2015; Gnyawali et

al., 2016; Tidstrom et al., 2018).
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Under resource-based theory, by collaborating with competitors, organisations have
access to new resources and capabilities that allow them to enter new markets, satisfy
customers’ wants and needs, and in turn, yield more sales revenue (Rusko, 2011;
Ritala, 2012; Bouncken and Kraus, 2013; Bouncken et al, 2016; Hannah and
Eisenhardt, 2018). However, resource-based theory only explains why higher-levels
of coopetition can improve company performance (Combs and Ketchen Jr., 1999;
Bouncken et al., 2015). In other words, resource-based theory does not account for
the potential diminishing-returns effect with company performance. By linking
resource-based theory with the relational view, business-to-business marketing
scholars can better-understand that if firms engage in excessive degrees of
coopetition, they might witness high-quality inter-firm relations becoming negative, in
terms of de-stabilising the paradoxical forces of cooperativeness and competitiveness
(Raza-Ullah et al., 2014; Gnyawali et al., 2016; Raza-Ullah, 2019). If firms cannot
sufficiently manage the interplay between cooperation and competition, they reduce
their ability to yield a competitive advantage, since such performance-driving
information might have been stolen by rivals (Luo et al., 2007; Chowdhury et al., 2016;

Crick, 2019). Consequently, it follows that:

H2. A non-linear (quadratic) relationship exists between coopetition and market

performance.

Coopetition activities can assist organisations in saving costs and obtaining higher-
levels of sales revenues than if they competed on the basis of their own resources and
capabilities (Bengtsson and Kock, 1999; Dahl, 2014; Sanou et al., 2016). Indeed,
coopetition can help companies to operate more efficiently within their competitive
business environments, with new information that would not exist under individualistic
business models (Ritala et al., 2014; Velu, 2016). While coopetition might improve

17



financial performance (Ritala, 2012; Bouncken et al., 2016), such outcomes could
have a diminishing-returns effect (Luo et al, 2007; Ang, 2008; Crick, 2019).
Specifically, if firms do not engage in coopetition, it is apparent that some would
struggle to survive within their markets, due to lacking a sufficient volume of resources
and capabilities (Granata et al.,, 2018). If firms excessively collaborate with their
competitors, they could lose unique selling points (and intellectual property) — harming
their financial performance (Ritala and Hurmelinna-Laukkanen, 2013). With lost
unique selling points, firms have less scope to generate sales revenues from their

customers and are placed with a competitive disadvantage (Hunt, 1997).

The resource-based view is effective in explaining how coopetition strategies help
organisations to improve their performance (Crick, 2018a). By collaborating with their
rivals, firms can overcome some of the risks of operating an individualistic business
model (Ritala et al., 2014; Velu, 2019). Yet, the resource-based view can overlook
how “too much” coopetition can yield decreasing-levels of financial performance (as
per Luo et al., 2007). By linking resource-based theory with the relational view,
business-to-business marketing scholars can appreciate that excessive degrees of
coopetition can yield poor-quality relationships between rival firms (tensions) (Dyer et
al., 2018; Crick, 2019). While there can be a range of positive financial consequences
for organisations engaging in coopetition strategies (Ritala, 2012; Bouncken and
Kraus, 2013; Sanou et al., 2016), it is more likely that if firms continue to collaborate
with their rivals, they risk lessening their financial success, due to the odds of diluting
their competitive advantages and losing intellectual property (Ang, 2008; Ritala and
Hurmelinna-Laukkanen, 2013). If companies are required to invest into failed or failing
coopetition partnerships (Luo, 2007; Estrada and Dong, 2019), these extra costs could

harm their financial performance. Accordingly, it is anticipated that:
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H3. A non-linear (quadratic) relationship exists between coopetition and

financial performance.

Control variables

The outcome variables (customer satisfaction performance, market performance, and
financial performance) were controlled by the following factors. First, firm size was
used as a control variable because under resource-based theory and the relational
view, larger organisations have more scope to out-perform smaller firms, with fewer
resources and capabilities (Barney, 1991; Hunt and Morgan, 1995; Dyer and Singh,
1998; Barney et al., 2001; Crick and Crick, 2018). Second, firm age featured as a
control variable, as resource-based theory and the relational view have considered
other ways that businesses can improve their performance than via their size and
scale (Lavie, 2006; Morgan et al., 2009; Crick and Crick, 2014). For instance,
Westhead et al. (2001) highlighted that some entities can compete through their age
and market experience to out-perform their rivals. Third, internationalisation can yield
greater sales that would not exist in a home market (following Low, 2007; Cadogan et
al., 2009; Javalgi et al., 2011; Crick and Crick, 2016c; Crick et al., 2019b). Thus, the
outcome variables were controlled by degree of internationalisation. Fourth, linking
with resource-based theory and the relational view, if firms compete in regions where
there are a large number of rivals, there might be ample opportunities for coopetition
to occur (Felzensztein et al., 2012; Felzensztein and Deans, 2013; Crick, 2015; Geldes
et al., 2017). That is, with more rivals located within a close geographic proximity,
companies can access coopetition partners with complementary business models
(Crick, 2019). Hence, regional competitiveness was used as a control variable. The

adopted methodology follows in the next section.

19



Methodology

Empirical context

The population of interest used within this study was the New Zealand wine industry.
This empirical context was chosen because it hosts high-degrees of cooperativeness
and competitiveness (Felzensztein et al., 2014). As coopetition is the interplay
between cooperation and competition (Bengtsson and Kock, 1999; Bouncken et al.,
2015; Gnyawali et al., 2016; Chou and Zolkiewski, 2018), scholars should select an
empirical setting that manages cooperative and competitive behaviours to best-
understand the construct (Crick, 2018b). These forces have been found to exist within
the business-to-business marketing strategies of New Zealand vineyards and wineries
(Felzensztein et al., 2014). Moreover, the owner-managers of such entities have been
reported to have varied performance objectives, with some being lifestyle-oriented and
others being growth-oriented (Crick and Crick, 2015). This was important, since in this
current paper, company performance was considered in three capacities, meaning
that it was ideal to utilise a sector that assesses such outcomes in different ways.
Additionally, vineyards and wineries have varied degrees of internationalisation
(Granata et al., 2018), meaning that this sector could facilitate the evaluation of such
a control path. Hence, the New Zealand wine industry was a suitable empirical context

to test the research hypotheses and control paths.

Key informants

The key informants were the managers of the sampled New Zealand vineyards and
wineries. That is, coopetition has typically been explored as a managerial activity
(Combs and Ketchen Jr., 1999; Tidstrom, 2009; Rusko, 2011; Ritala, 2012; Velu,

2016; Tidstrom et al.,, 2018). The reason being is that managers are usually the
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individuals that have the authority and decision-making capabilities to collaborate with
their competitors (Luo, 2005; Park et al., 2014; Bouncken et al., 2016; Crick and Crick,
2016a; Felzensztein et al., 2018). In addition, the constructs within the conceptual
framework were deemed to be best-answered by individuals with a managerial
position. For instance, when answering questions on customer satisfaction
performance, market performance, and financial performance, such measurement
scales were better-suited to managers, rather than non-managers (who might not have
known the answers to the questions) (Kohli and Jaworski, 1990; Narver and Slater,
1990; Phillips, 1994; Hooley et al., 2005). While some authors have taken a
stakeholder-wide view to studying coopetition (Akpinar and Vincze, 2016; Bengtsson

et al., 2016), managers were chosen as the key informants during this study.

Mono-level analysis in the research design

According to Bengtsson et al. (2016), to extend the coopetition literature, business-to-
business marketing scholars should explore how numerous stakeholders affect the
interplay between cooperation and competition. They recommended using novel
empirical contexts and research methods that can investigate the multiple-levels of
coopetition activities. While Bengtsson et al.’s (2016) paper was a helpful guide to
undertaking empirical research to strengthen the existing theory pertaining to the
coopetition construct, only certain issues were followed in this current paper. It was of
interest to respond to several calls for research to explore the complexities of the
relationship between coopetition and company performance (Shu et al., 2017,
Hoffmann et al., 2018). Consequently, a mono-level research design was implemented
that was best-suited to achieving this research objective. Plus, resource-based theory
and the relational view are normally studied from a managerial perspective (Barney,
1991; Dyer and Singh, 1998; Barney et al., 2001; Lavie, 2006; Dyer et al., 2018).
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Therefore, managers were appropriate key informants; sampling various individuals
would be better-aligned to stakeholder theory (Akpinar and Vincze, 2016).

Nevertheless, such a methodology could be undertaken in future research.

Sampling frame

This study utilised a public database (via electronic sources) listing the 1,348 alcohol
producers in New Zealand. After refining this database to only contain vineyards and
wineries, 726 organisations remained, for which this information was used as the
sampling frame. Subsequently, this electronic database was compared against the
official New Zealand Winegrowers Association’s (2019) website to ensure that these
vineyards and wineries were still trading (revealing no concerns). To undertake a pilot
study (as explained later), 80 companies were randomly selected, meaning that 646
businesses were used as the population for the core study. To test the research
hypotheses and control paths, an electronic survey (using Qualtrics) was developed.
Electronic surveys can yield decent response rates, raw data can be automatically
transferred to statistical data analysis software (e.g., SPSS 23), and they are more
interactive for respondents than mail surveys (Deutskens et al., 2006; Hulland et al.,
2018). To generate valid and reliable results, the constructs within the conceptual

framework were operationalised and included in the electronic survey.

Data collection techniques

Once the electronic survey was designed, it was pre-tested with a sample of
academics (n = 10) who could comment on any theoretical issues that should be
explored (see Reynolds and Diamantopoulos, 1998). Then, the electronic survey was
pre-tested with a sample of practitioners (n = 15), namely, the managers of New

Zealand vineyards and wineries, focusing on any practical issues (see Harris and
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Ogbonna, 2001). Afterwards, a pilot study was undertaken, in which 20 usable
responses were collected from a random sub-sample of 80 organisations. The scale
reliabilities and descriptive statistics were analysed (following Hunt et al., 1982). As
there were no concerns with the pilot study data, the core study was implemented.
From the remaining 646 firms, 81 usable responses were collected. Since the
measures used in the pilot study were identical to those used in the core study, these
two datasets were merged to yield a larger sample size? (following Morgan and Hunt,
1994). Thus, the final sample was 101 responses from a population of 726 companies

(including the pilot firms) - a 13.91% response rate.
Operationalisations of the constructs

The constructs within the conceptual framework were operationalised as follows (see
Appendix 1 for a full-list of the multi-item measures). First, coopetition was measured
on a seven-point Likert scale, with four items, ranging from: 1 = very strongly disagree
to 7 = very strongly agree (adapted from Bouncken and Kraus, 2013; Bouncken et al.,
2018). Second, customer satisfaction performance was captured on a seven-point
Likert scale, with four items, ranging from: 1 = much worse than competitors to 7 =
much better than competitors (adapted from Vorhies and Morgan, 2005). Third, market
performance was operationalised on a seven-point Likert scale, with four items,
ranging from: 1 = much worse than competitors to 7 = much better than competitors

(adapted from Hooley et al., 2005). Fourth, financial performance was measured on a

2 The data were assessed for early, vis-a-vis, late response bias by conducting t-tests
for each construct, revealing non-significant significant differences (Armstrong and
Overton, 1977). In addition, the final sample size (n = 101) was deemed to be
satisfactory, considering the limited time and prior commitments of the respondents,
as well as other sample sizes in the business-to-business marketing literature (e.g.,
Moorman, 1995; Westerlund and Rajala, 2010; Keinanen and Kuivalainen, 2015;
Singh et al., 2017).
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seven-point Likert scale, with five items, ranging from: 1 = much worse than
competitors to 7 = much better than competitors (adapted from Morgan et al., 2009).
Fifth, firm size was measured by summating the number of full-time and part-time
employees and transforming the value by a natural logarithm to reduce its variance

(see Peng and Luo, 2000).

Sixth, firm age was operationalised as the number of years since the respondents’
businesses had been established (as per Westhead et al., 2001). This score was
transformed by a natural logarithm to reduce its variance. Seventh, degree of
internationalisation was measured by the firms’ export ratios, namely, the percentage
of their sales that originated from export markets (see Cadogan et al., 2009). A natural
logarithm was wused to reduce this construct's variance. Eighth, regional
competitiveness was operationalised in multiple stages (a new measure). The
respondents were asked for the region that their vineyard and winery is located, in
which they selected an option from a list of the main wine regions of New Zealand.
Then, via industry data, the number of vineyards and wineries in each region was used
to measure the variable (see New Zealand Winegrowers Association, 2019). This
value was transformed by a natural logarithm to reduce its variance. Ninth, the survey
ended with an informant quality measure that was captured on a seven-point Likert
scale, with three items, ranging from: 1 = very strongly disagree to 7 = very strongly

agree (adapted from Hultman et al., 2009).

Data analysis techniques

The following data analysis techniques were utilised within this investigation. First, the
descriptive statistics of the raw data were reviewed using SPSS 23, with a focus on

the standard deviations (SDs) and variances of the measurement scales (Churchill Jr.,
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1979). Second, via SPSS 23, the scale reliabilities of the initial measures were
recorded through Cronbach’s alpha coefficient (a), as well as the scale reliabilities if
individual items were deleted (Peterson, 1994). Third, through SPSS 23, an
exploratory factor analysis was conducted using a principal components analysis
extraction and a varimax rotation (Steenkamp et al.,, 1994). The Kaiser-Meyer-Olkin
(KMO) test of sampling adequacy was employed, alongside Bartlett’s test of sphericity
(Melewar et al., 2017). During the exploratory factor analysis, to extract the best
measures possible (and avoiding cross-factor loadings), factor loadings that were less
than 0.60 were suppressed (Peterson, 2000). The total variance explained (as a
percentage) of the exploratory factor analysis model was recorded (Jayawardhena,
2004). Due to the acceptable results, at this stage of the data analysis, no items were

deleted.

Fourth, via LISREL 9.30, a confirmatory factor analysis (measurement model) was
used (Bottger et al., 2017). Poor items were deleted, based on having low factor
loadings, high error variances, non-significant {-values, and issues associated with the
modification indices (Steenkamp and Van Trijp, 1991). The error variances for the
single-item scales (firm size, firm age, degree of internationalisation, and regional
competitiveness) were manually-calculated through subtracting the assumed scale
reliability (0.60) from 1.00 (0.40) and multiplying this value by the item’s variance
(Souchon et al., 2016). The model fit indices in the confirmatory factor analysis were
the chi-square test statistic (x2), as well as its degrees of freedom (df) and significance
(Sig.), root mean square error of approximation (RMSEA), comparative fit index (CFl),
incremental fit index (IFI), non-normed fit index (NNFI), goodness of fit index (GFl),

and standardised root mean square residual (SRMR) (Gerbing and Anderson, 1988;
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Rindfleisch et al., 2008). Fifth, once the final measures had been established?, the
research hypotheses and control paths were tested through hierarchical regression

(Olson et al., 2005; Morgan et al., 2009).

During the hierarchical regression analysis, the non-linear (quadratic) coopetition
construct was transformed and tested through residual-centering to alleviate multi-
collinearity (Cadogan et al., 2009). Residual-centering involved squaring the
coopetition construct. Then, the squared value was regressed, with the coopetition
construct being used as the independent variable. The unstandardised residuals were
saved and were used to test the three research hypotheses. Moreover, during each
stage of the hierarchical regression analysis, the AR? (relative to the AF) was recorded
(Morgan et al., 2009). When the non-linear (quadratic) path was added to each model,
the change statistics were significant — providing additional support for the testing of
the research hypotheses and control paths. Please note that mean-centering can also
test non-linear (quadratic) paths, but there is a high-risk of multi-collinearity errors
(Echambadi and Hess, 2007). Therefore, residual-centering was a robust procedure
in the model-testing stage. In addition, the final stage of the regression analysis was
used to test the research hypotheses and control paths, since all independent

variables were nested within the model (as per Cadogan et al., 2012).
Reliability and validity

Reliability was assessed through the Cronbach alpha coefficients (a) of the measures

before and after the scale purification stage, revealing that all operationalisations

3 The following construct abbreviations were used — coopetition (COOP), customer
satisfaction performance (CUST), market performance (MARK), financial performance
(FINA), firm size (SIZE), firm age (AGE), degree of internationalisation (EXPORTS),
regional competitiveness (REGION), and informant quality (INQ).
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yielded scores greater than 0.70 (Peterson, 1994). Face validity was assured, as the
electronic survey was pre-tested with a sample of knowledgeable academics and
practitioners (Reynolds and Diamantopoulos, 1998; Harris and Ogbonna, 2001).
Additionally, face validity was checked through an informant quality scale, evaluating
the extent to which the respondents were qualified to participate in the investigation
(adapted from Hultman et al., 2009). Content validity was considered by utilising
established operationalisations that were adapted from the extant literature (Crick and
Crick, 2019). Convergent validity was checked via the multi-item measures having
composite reliabilities (CRs) that were greater than 0.60 and average variance
extracted values (AVEs) that were in excess of 0.50 (Hair Jr. et al., 2012). Discriminant
validity was tested through squaring the phi matrix correlations (accessed via LISREL
9.30) and comparing them against the AVEs for each construct. As the highest phi
matrix correlation was less than the lowest AVE, discriminant validity is highly-likely to

exist (Fornell and Larcker, 1981).

Common method variance

Common method variance was initially assessed through designing the electronic
survey in an interactive manner that maximised the respondents’ engagement and
reduced attrition rates (Podsakoff et al., 2003). This included using a mixture of scale
types, colour schemes, and clear text (Hulland et al., 2018). More formally, after the
final measurement scales had been established, the marker variable technique was
used (Lindell and Whitney, 2001). That is, a construct that was conceptually unrelated
to any other variable within the conceptual framework (namely, the informant quality
scale) was selected. Then, through SPSS 23, a bivariate correlation matrix was
produced, containing all constructs. Following this, a partial correlation matrix was
produced, containing the same latent variables as the previous stage, but controlling
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for the marker variable. Afterwards, the differences between these matrices were
averaged. As the average difference was very small (less than r = 0.05), it is highly-
unlikely that the statistical data were biased by a common method factor (see Musarra

et al., 2016). The study’s empirical results are presented as follows.
Results
Characteristics of the final sample

The characteristics of the final sample suggested that an acceptable mixture of
organisations had participated in this investigation, in terms of factors, such as their
size, age, export ratios, number of export markets, as well as the experience of the

respondents (Table 1).
[Insert Table 1 about here]
Initial scale reliabilities

The initial scale reliabilities (before they were purified) were assessed using
Cronbach’s alpha coefficient (a). Such preliminary results were satisfactory, namely,
coopetition (a = 0.88), customer satisfaction performance (a = 0.93), market
performance (a = 0.91), financial performance (a = 0.94), and the informant quality

scale (a = 0.94).
Exploratory factor analysis

The items for the coopetition, customer satisfaction performance, market
performance, and financial performance constructs loaded onto four factors, with no
cross-factor loadings (Table 2). The result from the KMO test of sampling adequacy

was pleasing (0.87), as was the result from Bartlett’s test of sphericity (x> = 1,484.60;
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df = 136; Sig. = 0.00). In addition, 79.66% of the overall variance was explained by the

exploratory factor analysis model.
[Insert Table 2 about here]
Confirmatory factor analysis

Once certain problematic items had been deleted from the measurement model, the
remaining indicators possessed high factor loadings, relatively low error variances,
and significant t-values (Table 3). Also, the model fit indices were within the minimum
benchmarks (x? = 100.64; df = 95; x?/df = 1.06; Sig. = 0.33; RMSEA = 0.02; CFI =
0.99; IFI = 1.00; NNFI = 0.99; GFI = 0.90; SRMR = 0.04). This signified that the data

were well-suited to the measurement model.
[Insert Table 3 about here]
Reliability and validity assessments

Once the measures had been purified, the final scale reliabilities exceeded the
minimum reliability thresholds (Table 4). Moreover, for the multi-item measurement
scales, at least three indicators were retained to operationalise each latent variable.
When testing for discriminant validity, the highest squared phi matrix correlation (0.61)
was less than the lowest AVE (0.75), signifying that there were no discriminant validity

concerns (Table 5).
[Insert Tables 4 and 5 about here]
Common method variance testing

Using the marker variable technique, common method variance was not found to be

a problem, with a very small average difference between the bivariate and partial
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correlation matrices (r = 0.00). Furthermore, the informant quality scale had an

acceptable variance (0.55), allowing it to be utilised as the marker variable.
Hierarchical regression analysis

Before the research hypotheses and control paths were tested, the bivariate
correlations between the latent variables were recorded (Table 6). Following this, the
hierarchical regression analysis revealed that all three research hypotheses were
supported, with mixed support for the control paths. Also, the model fit summaries of
the hierarchical regression analysis were indicative of a decent model fit (Table 7). To
supplement the regression coefficients and t-values, when the non-linear (quadratic)
paths were added, the AR? (relative to the AF) were significant. The study’s discussion

follows in the next section.
[Insert Tables 6 and 7 about here]
Discussion

Prior to this investigation, the business-to-business marketing literature had
conceptualised that by engaging in coopetition, organisations are likely to obtain
higher-levels of company performance (Bengtsson and Kock, 2000; Ritala, 2012;
Bouncken and Kraus, 2013; Bouncken et al., 2015; Akpinar and Vincze, 2016; Crick,
2018a). Such findings were driven by a body of knowledge surrounding coopetition
providing firms with new resources, capabilities, and opportunities that would not be
available to them under individualistic business models (Rusko, 2011; Dahl, 2014;
Ritala et al., 2014; Bouncken et al., 2018; Chou and Zolkiewski, 2018; Velu, 2019).
Yet, very few scholars had considered the potential for a non-linear (quadratic)
relationship between coopetition and company performance (Luo et al., 2007; Ang,

2008; Crick, 2019). This was surprising, since there has been an emerging strand of
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research pertaining to the dark-side of coopetition, such as the inter-firm tensions that
might exist when two or more rival firms share resources and capabilities (Grayson
and Ambler, 1999; Tidstrom, 2009; Fang et al., 2011; Raza-Ullah et al., 2014; Abosag

et al., 2016; Grandinetti, 2017; Tidstrom et al., 2018).

Consequently, this current study sought to examine the non-linear (quadratic)
relationship between coopetition and company performance in greater depth.
Specifically, company performance can be assessed in numerous capacities (Ray et
al., 2004; Katsikeas et al., 2016), with organisations having varied performance
objectives, such as being lifestyle-oriented, vis-a-vis, growth-oriented (Crick and Crick,
2015; Crick et al., 2018). Henceforth, it was of interest to explore the potential non-
linear (quadratic) relationships between coopetition and customer satisfaction
performance, market performance, and financial performance (following the work of
Hooley et al., 2005; Vorhies and Morgan, 2005; Morgan et al., 2009). Guided by
resource-based theory and the relational view (Dyer and Singh, 1998; Coviello and
Brodie, 2001; Hunt and Derozier, 2004; Tzokas and Saren, 2004; Lavie, 2006; O’'Cass
et al., 2015; Dyer et al., 2018; Hannah and Eisenhardt, 2018), such linkages were
tested with new and novel evidence about the extent to which coopetition activities
affect these types of company performance and some of the dark-sides of coopetition.
This included how such strategies can be harmful for these company performance

consequences.

In doing so, this article responded to recent calls for research to explore the
complexities of the coopetition — company performance relationship (see Shu et al,,
2017; Hoffmann et al., 2018). Regarding H1, the relationship between coopetition and
customer satisfaction performance was found to be non-linear (quadratic) (8 = -0.26;
t = -2.58; Sig. = 0.01). This finding implies that if companies engage in “too little”
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coopetition, they might struggle to create value for their customers, with an insufficient
volume of tangible and intangible assets (Velu, 2016). By engaging in “too much”
coopetition, firms risk creating inter-firm tensions with their competitors, potentially
being exploited for their resources and capabilities, and losing the ability to be
customer-focused (Luo et al., 2007). With “too much” coopetition, firms might have
shared vital information with their competitors that dilutes their competitive advantages
(Riatala and Hurmelinna-Laukkanen, 2013). This might limit firms from implementing
performance-driving market-oriented behaviours to create value for their customers.
Concerning H2, support was found for the non-linear (quadratic) relationship between
coopetition and market performance (8 = -0.33; t = -3.28; Sig. = 0.00), reinforcing
studies that have highlighted that by sharing an excessive volume of resources and
capabilities with competing entities, potential competitive advantages can be lost
through inter-firm tensions, such as conflict and power imbalances between rivals

(Park et al., 2014; Tidstrom, 2014; Tidstrom et al., 2018).

If “too little” coopetition occurs, firms might struggle to survive within their markets
(Crick, 2018a). Yet, this result provides more evidence that “too much” coopetition
might drive companies to share information that damages their competitive
advantages (Chowdhury et al., 2016; Crick, 2019). These negative outcomes could be
explained through firms not being able to manage the paradoxical forces of
cooperativeness and competitiveness (Fang, 2006; Raza-Ullah et al., 2014; Mattsson
and Tidstrom, 2015; Gnyawali et al., 2016). In terms of H3, a non-linear (quadratic)
relationship existed between coopetition and financial performance (8 = -0.26; t = -
2.61; Sig. = 0.01), indicating that if “too little” coopetition occurs, companies might not
receive enough sales revenues and have high operating costs (Sanou et al., 2016).

Though, if “too much” coopetition occurs, certain intellectual property can be lost -
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harming financial performance (Ritala and Hurmelinna-Laukkanen, 2013). If
businesses have engaged in “too much” coopetition, they might need to make various
monetary and non-monetary investments to mitigate the damage from failed or failing
coopetition partnerships (Luo, 2007; Estrada and Dong, 2019). Such investments

might contribute to the diminishing-returns effect with financial performance.

The results from the three research hypotheses provide evidence that coopetition
could be a performance-driving business-to-business marketing strategy (Ritala,
2012; Bouncken and Kraus, 2013; Bouncken et al., 2016; Crick, 2018a), but is only
beneficial up to a certain extent, in which non-linear (quadratic) effects are likely to
occur (supporting Luo et al., 2007; Ang, 2008; Crick, 2019). Further, these results
highlight that coopetition yields some dark-sides, which are attributed to these non-
linear (quadratic) relationships (Figure 2). Hence, the business-to-business marketing
literature that has explored some of the negative aspects of coopetition (e.g., inter-firm
tensions) have translated into this current paper, whereby, “too little” and “too much”
coopetition should be avoided to mitigate some of these dark-sides (Park et al., 2014;
Mattsson and Tidstrom, 2015; Gnyawali et al., 2016; Crick et al., 2019a). If
organisations cannot manage the interplay between cooperation and competition, they
might experience a range of negative performance consequences (Raza-Ullah et al.,
2014; Raza-Ullah, 2019). The results from this current study help to specify what types
of company performance outcomes are negatively affected by “too little” or “too much”
coopetition. A critical issue is that businesses should engage in an “optimal-level” of

coopetition to avoid these dark-sides (Crick, 2019).

[Insert Figure 2 about here]
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Additionally, this paper has supplemented the earlier work related to the dark-sides of
business-to-consumer and business-to-business marketing relationships. That is, the
extant literature has explored how organisations can yield negative relationships with
customers (value co-creation manifesting into value co-destruction) (Patterson and
Baron, 2010; Caru and Cova, 2015; Heidenreich et al., 2015; Chowdhury et al., 2016;
Zhang et al., 2018; Cabiddu et al., 2019), as well as failed relationships across inter-
firm strategies (Grayson and Ambler, 1999; Abosag et al., 2016; Grandinetti, 2017;
Peters et al., 2018; Crick et al., 2019a). By investigating the non-linear (quadratic) links
between coopetition and customer satisfaction performance, market performance, and
financial performance, new evidence has emerged on the outcomes that could be
harmed by firms engaging in “too little” or “too much” of such strategies. These results
emphasise the importance of having high-quality relationships, especially with rival
entities (Dyer and Singh, 1998; Dyer et al., 2018). By combining resource-based
theory with the relational view, this article highlights the benefits and drawbacks of

coopetition through these complementary viewpoints (Lavie, 2006; Crick, 2019).

The resource-based view highlighted that through coopetition strategies,
organisations can overcome some of the risks associated with an individualistic
business model, in terms of accessing new resources and capabilities (Combs and
Ketchen Jr., 1999; Ritala, 2012; Bouncken and Kraus, 2013; Ritala et al., 2014; Crick,
2018a; Velu, 2019). By using conceptualisations from the relational view, this
investigation could evaluate the dark-side of coopetition through having a stronger
understanding of the importance of managing high-quality inter-firm relationships
(Coviello and Brodie, 2001; Dyer et al., 2018) and avoiding de-stabilising the
paradoxical forces of cooperativeness and competitiveness (Raza-Ullah et al., 2014;

Mattsson and Tidstrom, 2015; Gnyawali et al., 2016). As a closing point, most of the
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control paths lacked support, with the only exception being the link between degree of
internationalisation and financial performance (8 = 0.20; t = 1.94; Sig. = 0.06)
(supplementing Low, 2007; Cadogan et al., 2009; Javalgi et al., 2011; Crick et al.,
2019b). Thus, it is inferred that the core variables were explanatory factors of the

different assessments of company performance. This study is concluded as follows.

Conclusions

Summary

The objective of this investigation was to examine the non-linear (quadratic)
relationships between coopetition and customer satisfaction performance, market
performance, and financial performance. Using conceptualisations from resource-
based theory and the relational view, a conceptual framework, with three research
hypotheses and various control variables, was developed and tested with survey data
from the New Zealand wine industry. The results yielded the following three
conclusions that strengthen the business-to-business marketing literature. First, it is
concluded that coopetition has non-linear (quadratic) links with customer satisfaction
performance, market performance, and financial performance. Second, it is also
concluded that the coopetition construct possesses certain dark-sides, in which “too
little” and “too much” coopetition can be harmful for company performance. Third, it is
lastly concluded that coopetition can be a beneficial strategy for organisations
(compared with an individualistic business model), but entities should be cautious

about the extent to which they collaborate with their competitors.

Practitioner implications

In addition to its theoretical contribution, this paper has some implications for

practitioners. First, organisations should embrace the benefits of collaborating with
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their competitors, such as acquiring new resources, capabilities, and opportunities that
they would not have access to under individualistic business models. Second, after
firms have obtained these benefits from coopetition, they should be careful not to
engage in excessive forms of such activities. The reason being is that “too little” and
“too much” coopetition can reduce various types of company performance (customer
satisfaction performance, market performance, and financial performance). Firms are
recommended to establish the boundaries of their coopetition partnerships. That is, it
is important for companies (via written or unwritten agreements) to acknowledge how
they will simultaneously cooperate and compete in advance of coopetition strategies
being implemented. This could be a practical tool to reduce any harmful performance

consequences (i.e., dark-sides) of coopetition activities.

As an illustration, if businesses are operating in agricultural markets (like the New
Zealand vineyards and wineries sampled in this current article), they might collaborate
via sharing knowledge and equipment, but have upfront agreements (formal or
informal) that they are still competing for the same customers. This simple
acknowledgement could create transparency between industry rivals. The same
principles could apply in other industries that host firms prepared to engage in
coopetition. However, regardless of the empirical context, organisations must carefully
collaborate with their competitors and understand the boundaries between
cooperation and competition. Third, to mitigate some of the dark-sides of coopetition,
businesses should engage in resource and capability-sharing activities to the extent
where their performance is improved, but must maintain an individual presence in their
markets that reduces any dependency on their competitors’ assets. If firms can
manage coopetition, alongside an individualistic business model, their performance is

likely to be unharmed by the negative aspects of coopetition.
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Limitations and avenues for future research

While this investigation has contributed to the business-to-business marketing
literature, there are certain limitations that can be addressed in future research. First,
this paper utilised data from a sample of 101 New Zealand vineyards and wineries.
Although this sample size accounted for a respectable response rate (13.91%), it was
relatively small. As such, in future research, scholars should attempt to replicate this
study with larger sample sizes. Second, following on, the survey data originated from
one industry. Despite the chosen empirical context hosting high-degrees of
cooperativeness and competitiveness (needed to explore coopetition), it was a very
specific setting. Should academics build upon this paper, they are recommended to
sample multiple industries (e.g., sporting organisations, agricultural markets,
automotive manufacturers, and high-tech firms) to increase the chances of obtaining
generalisable results. Third, except for regional competitiveness, the study used
single-source survey data. In future research, it would be interesting to use a mixture
of primary and secondary data, such as measuring financial performance through
archival sources. This could also include sampling various respondents to obtain a
stakeholder-wide view of coopetition. It is fully-appreciated that this would be a
methodological challenge, but is a helpful tool to understand the multiple-levels of
coopetition. In closing, these limitations do not pose major concerns, but instead,

present ample scope for future research.
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Figure 1. Conceptual framework
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Figure 2. The non-linear (quadratic) relationships between coopetition and three
assessments of company performance
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Table 1. Characteristics of the final sample

Characteristics Mean Median SD Variance
Full-time employees 13.44 5.00 27.03 730.62
Part-time employees 12.16 5.00 23.20 538.24
Firm age (years) 68.95 72.00 14.42 207.82
Industry experience (years) 18.39 18.40 10.37 107.54
Years in current role 12.63 12.00 7.52 56.55
Years in current organisation 14.32 12.00 9.24 85.38
Export ratio 27.711 19.70 26.77 716.63
Number of export markets 8.53 8.00 11.41 130.19
Annual sales ($NZ millions) 2.34 2.20 2.52 6.35

Table 2. Exploratory factor analysis model

Components

Items? Factor 1 Factor 2 Factor 3 Factor 4

COOP 1 0.77

COOP 2 0.87

COOP_3 0.89

COOP 4 0.89

CUST _1 0.81

CUST 2 0.80

CUST_3 0.84

CUST 4 0.77

MARK_1 0.75

MARK_2 0.85

MARK_3 0.76

MARK_4 0.65

FINA_1 0.85

FINA_2 0.90

FINA 3 0.78

FINA 4 0.83

FINA_5 0.76

Note: @The indicators produced a four-factor solution.
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Table 3. Confirmatory factor analysis model

Items Factor loadings Error variances t-values?
COOP_2 0.86 0.25 11.25
COOP_3 0.89 0.21 Fixed
COOP 4 0.83 0.30 10.69
CUST 1 0.89 0.20 12.79
CUST 2 0.85 0.28 11.56
CUST 3 0.88 0.23 Fixed
CUST 4 0.87 0.25 12.02
MARK 1 0.91 0.16 13.55
MARK 2 0.90 0.19 Fixed
MARK 3 0.82 0.34 10.94
FINA 1 0.89 0.21 12.61
FINA 2 0.90 0.20 Fixed
FINA 3 0.87 0.25 12.11
SIZE 0.83 0.31 Fixed
AGE 0.86 0.26 Fixed
EXPORTS 0.99 0.02 Fixed
REGION 0.77 0.40 Fixed
Note: @The critical t-value was 1.65 (5%, one-sided).

Table 4. Final scale reliabilities
Variables Alpha (a) | ltems (n) CR AVE
Coopetition 0.90 3 0.90 0.75
Customer satisfaction performance 0.93 4 0.93 0.76
Market performance 0.91 3 0.91 0.77
Financial performance 0.91 3 0.92 0.78
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Table 5. Discriminant validity test

Latent variables?® 1. 2. 3. 4. 5. 6. 7. 8.
1. Coopetition 0.75

2. Customer satisfaction performance 0.06 0.76

3. Market performance 0.00 0.50 0.77

4. Financial performance 0.00 0.38 0.46 0.78

5. Firm size 0.01 0.00 0.00 0.03 N/A

6. Firm age 0.61 0.00 0.00 0.00 0.03 N/A

7. Degree of internationalisation 0.00 0.00 0.00 0.05 0.11 0.00 N/A

8. Regional competitiveness 0.05 0.01 0.01 0.00 0.06 0.18 0.18 N/A

Note: @The off-diagonal values are the squared phi matrix correlations (accessed from LISREL 9.30). The diagonal values are the
AVEs for the latent variables. As firm size, firm age, degree of internationalisation, and regional competitiveness were measured
through single-indicators, their AVEs cannot be calculated. Since the multi-item scales produced high AVEs (greater than 0.50),
the measures for the single-item constructs were assumed to have AVEs that exceeded the minimum benchmarks.

Table 6. Bivariate correlations

ote: *p < 0.10; *p < 0.05; ***p < 0.01 (two-tailed tests).

Latent variables Mean SD 1. 2. 3. 4. 5. 6. 7. 8.
1. Coopetition 4.85 0.92 1.00

2. Customer satisfaction performance | 5.16 1.00 ]0.23***| 1.00

3. Market performance 5.46 1.01 -0.01 | 0.66™* | 1.00

4. Financial performance 4.03 0.98 0.04 | 0.57*** | 0.63"™ | 1.00

5. Firm size 2.53 0.72 -0.05 | -0.02 0.01 0.13 1.00

6. Firm age 1.51 0.34 | 0.64**| 017" 0.03 -0.04 | -0.17* | 1.00

7. Degree of internationalisation 2.57 1.56 -0.03 | -0.03 0.08 | 0.20* | 0.27*** | -0.06 1.00

8. Regional competitiveness 4.11 0.84 0.14 -0.09 | -0.09 | -0.02 0.16 | 0.28"* | 0.06 1.00
N
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Table 7. Hierarchical regression analysis

Model 1 Model 2 Model 3
Step 1: control paths? B t-values Sig. B t-values Sig. B t-values Sig.
Firm size -0.01 -0.06 0.95 -0.03 -0.24 0.81 0.07 0.66 0.51
Firm age 0.21 2.01 0.05 0.07 0.63 0.53 -0.01 -0.07 0.95
Degree of internationalisation -0.01 -0.01 0.99 0.09 0.89 0.38 0.19 1.77 0.08
Regional competitiveness -0.15 -1.42 0.16 -0.12 -1.12 0.27 -0.02 -0.16 0.87
Model fit summary
R 0.22 0.14 0.22
R? 0.04 0.02 0.04
Adjusted R? 0.01 -0.02 0.01
Change statistics
AR? 0.04 0.02 0.04
AF 1.24 0.49 1.19
Sig. 0.30 0.45 0.32
Step 2: add main effect B t-values Sig. B t-values Sig. B t-values Sig.
Firm size -0.02 -0.21 0.83 -0.02 -0.22 0.83 0.07 0.68 0.50
Firm age 0.10 0.70 0.48 0.1 0.74 0.46 -0.08 -0.58 0.56
Degree of internationalisation -0.01 -0.04 0.97 0.09 0.87 0.39 0.19 1.79 0.08
Regional competitiveness 0.05 0.43 0.67 0.01 0.12 0.90 -0.06 -0.56 0.57
Coopetition 0.19 1.42 0.16 -0.06 -0.41 0.69 0.10 0.73 0.47
Model fit summary
R 0.27 0.15 0.23
R? 0.07 0.02 0.05
Adjusted R? 0.02 -0.03 0.00
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Change statistics

AR? 0.03 0.00 0.01

AF 2.28 0.16 0.43

Sig. 0.14 0.70 0.51

Step 3: add quadratic effect B t-values Sig. B t-values Sig. B t-values Sig.
Firm size -0.01 -0.04 0.97 -0.01 -0.06 0.96 0.08 0.76 0.45
Firm age 0.00 0.03 0.98 -0.01 -0.01 0.99 -0.14 -1.07 0.29
Degree of internationalisation 0.01 0.11 0.92 0.11 1.08 0.28 0.20 1.94 0.06
Regional competitiveness -0.10 -1.00 0.32 -0.07 -0.68 0.50 0.03 0.26 0.80
Coopetition 0.24 1.90 0.06 0.01 0.05 0.96 0.13 1.04 0.30
Coopetition (squared) -0.26 -2.58 0.01 -0.33 -3.28 0.00 -0.26 -2.61 0.01
Model fit summary

R 0.37 0.35 0.34

R? 0.13 0.12 0.12

Adjusted R? 0.08 0.07 0.06

Change statistics

AR? 0.06 0.10 0.07

AF 6.66 10.73 6.82

Sig. 0.01 0.00 0.01

Note: @The critical t-value was 1.65 (5%, one-sided). In addition, Model 1 was customer satisfaction performance, Model 2 was
market performance, and Model 3 was financial performance. To test the research hypotheses and control paths, the final stage of
each regression analysis was used, since all independent variables were nested within the models — and the change statistics
could be evaluated from the previous steps. Therefore, as the AR? (relative to the AF) was significant in each model of the
hierarchical regression analysis, there was more reasoning for the non-linear (quadratic) paths to be supported — alongside the
regression coefficients and t-values.
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Appendix 1. Full-list of the multi-item measurement scales
Coopetition
In our organisation...

e COOP_1 - ... we collaborate with our competitors extensively

e COOP_2 - ... we share assets (e.g., equipment) with our competitors
e COOP_3 - ... we cooperate with our rivals to achieve a common goal
e COOP_4 - ... an active collaboration with rival firms is important to us

Anchors: 1 = very strongly disagree to 7 = very strongly agree (adapted from Bouncken
and Kraus, 2013; Bouncken et al., 2018).

Customer satisfaction performance

Please evaluate the performance of your business over the past year (twelve months)
relative to your major competitors:

e CUST_1 - Customer satisfaction

e CUST_2 - Delivering value to your customers

e CUST_3 - Delivering what your customers want
e CUST_4 - Retaining valued customers

Anchors: 1 = much worse than competitors to 7 = much better than competitors
(adapted Vorhies and Morgan, 2005).

Market performance

Please evaluate the performance of your business over the past year (twelve months)
relative to your major competitors:

e MARK_1 - Market share growth

e MARK 2 - Growth in sales revenue

e MARK_3 - Acquiring new customers

e MARK 4 - Increasing sales from existing customers

Anchors: 1 = much worse than competitors to 7 = much better than competitors
(adapted from Hooley et al., 2005).

Financial performance

Please evaluate the performance of your business over the past year (twelve months)
relative to your major competitors:

e FINA_1 - Overall profitability

e FINA_2 - Return on investments (ROI)
e FINA_3 - Return on sales (ROS)

e FINA 4 - Return on assets (ROA)

e FINA_5 - Reaching financial goals

Anchors: 1 = much worse than competitors to 7 = much better than competitors
(adapted from Morgan et al., 2009).
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Informant quality
In closing to the survey:

¢ INQ_1 - I am confident that my answers reflect my organisation’s situation
e INQ_2 - This survey deals with issues | am very knowledgeable about
e INQ_3 - My role qualifies me as an appropriate person to complete this survey

Anchors: 1 = very strongly disagree to 7 = very strongly agree (adapted from Hultman
et al., 2009).
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