Co-opetition: A better model for the 21st century?

Co-opetition is a neologism coined to describe cooperative competition. Cartels are well-known examples of companies working together in order to limit competition. In contrast, co-opetition focuses on cooperation between companies in imperfectly competitive markets.
Is business in fierce “life or death” competition or does it co-operate, fixing prices, product ranges to achieve mutual benefits?
OR 

Is it both, at different times displaying features of both paradigms?

Business is:
War and Peace

Cooperation in creating value

Competition in dividing it up

Not cycles of War, Peace, War 
Simultaneously War and Peace

“You have to compete and

cooperate at the same time”

Ray Noorda, Novell

Therefore Co-opetition is a better characterisation of what really happens.
Why now?

· Internet business implications: e-commerce and e-business

· Globalisation

· SME co-operation characterised by quality of relationships

· Business social networking e.g. www.ryze.com or www.returnonrelationships.net
· Tighter supply chain management e.g. Electronic Data Interchange (EDI)

· Unity in the face of regulatory authorities

Assumptions about human nature and evolution

· Richard Dawkins- Selfish Gene

· Margulis’ Serial Endosymbiosis Theory (SET)

Some Theory

Johnson, G., Scholes, K. & Whittington, R. (2008) Exploring Corporate Strategy, London, FT/Prentice Hall
Porter's 5 Forces Porter, M. E. (1980) Competitive Strategy, New York, Free Press
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A framework for diagnosing industry structure, built around five competitive forces that erode long-term industry average profitability. The industry structure framework can be applied at the level of the industry, the strategic group (or group of firms with similar strategies) or even the individual firm. Its ultimate function is to explain the sustainability of profits against bargaining and against direct and indirect competition.

Co-opetition could reduce the threat of any of these forces.

Brandenburger & Nalebuff (1996)
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Are there similarities with Porter’s 5 Forces Diagram?
Necessary Conditions?
Criteria for survival?
Problems for organisations?
· Co-opetition is an uncertain investment. Opportunity Cost?

· Demands on time, possible neglect of core business

· Demands by partners to make unwelcome changes

· Conflict resolution

· Loss of control in collaborative ventures c.f. SME rationales

· Vulnerability in changing circumstances, slow reaction times, overdependence on agreed suppliers, marketing policies, market segmentation etc

· Too close co-opetition barrier to leaving the relationship

Case Study: Asian restaurants and take-aways in the Port Talbot area. See Shams, R. (2008) Coopetition in the Asian Restaurant Industry in South Wales, MBA Dissertation, Swansea, SMU
15-20 outlets

Close Bangladeshi community

Co-opetitive drivers

· Ethnicity

· Racism

· Language

· Religion

· Cultural norms

· Family links
Co-opetitive features

· Location –external economies of scale

· Opening times

· Purchasing 

· Menu design

· Employees/training

· Finance-particularly for start up phase

The future?
· Tension between ambitious/able players and less dynamic members

· Succession planning-family business trait

· Tactics in recession phases

· Integration into the wider community

What’s in it for consumers?
· Higher Prices/restrictive choice

· Certainty of supply

How can you use this in your studies?
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Abstract

This article elucidates an increasingly prevalent facet of global competition: simultaneous competition and cooperation between global rivals (i.e., coopetition). In order to develop an overall framework to analyze coopetition, this article explains why coopetition occurs, discusses situations in which cooperation or competition increases or decreases in a coopetition scheme, and presents a typology for understanding the intensity and diversity of coopetition with major global rivals. The typology of the intensity of coopetition identifies four situations (contending, isolating, partnering, and adapting) to describe the varying degrees of cooperation and competition between a pair of global rivals. To capture the diversity of coopetition, this article also identifies four positions (dispersing, concentrating, connecting, and networking), depending on the number of global rivals and the number of international markets the firm involves in coopetition. The article provides several broad guidelines for building coopetition relationships.

Fig. 1. Intensity of coopetition with a major global rival.
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eBay and Google: A Coopetition Perspective

Julien Decot and Steve Lee

May 29, 2006

http://battellemedia.com/archives/eBay%20and%20Google%20A%20Coopetition%20Perspective.pdf
Abstract

When we originally undertook this project in December 2005 we set out to

analyze eBay and Google’s historical, current, and future relationship and make

recommendations based on our research. Much has transpired since the outset of the

project including front page Wall Street Journal articles on the subject and an extensive

eBay and Yahoo partnership formed. The paper now best serves as a rationale for the

recent actions taken by eBay.

eBay and Google historically have been known for auctions and search,

respectively. In the past, there has been little overlap in terms of products, customers, or

business models. Yet, the companies have developed dependencies on each other as

Google is one of eBay’s largest sources of user traffic and eBay is one of Google’s

largest customers.

As the two most successful Internet companies with impressive growth rates and

profit margins, the companies have set investors’ expectations high. Thus, the

corresponding stock valuations of the companies have tremendous growth expectations

built into the price – 35% for eBay and 65% for Google over the next 5 years – while

maintaining lofty margins. To meet these expectations, eBay and Google must assess

new markets to enter and, as they begin to encroach on each other’s turf, determine what

form their relationship should take. There is a risk this increased competition will put

pressure on margins. If this happens, the corresponding increase to the already lofty

revenue growth expectations possibly makes the growth unattainable.

The two companies take very different approaches to their growth strategy. eBay

makes few, large investments in carefully calculated markets that strengthen their core

competency. On the other hand, Google makes many, small investments in product

development and “sees what sticks” before investing heavily into sales and marketing.

Google’s different approach, their stronger position to threaten eBay’s core businesses,

and the fact they are less dependent on eBay than eBay is on Google has created an

imbalance of power. Thus, eBay would be wise to strike a deep partnership with Yahoo

or Microsoft in order to regain a balance of power in the industry.

The future relationship of the two companies is quite complex. Both companies

have short-term incentive to continue their existing relationship. However, in the future

there will be a spectrum of levels of competition between the companies, from

cooperation to fierce competition. In general, the companies should avoid attacking each

others’ core businesses (search and auctions) in order to avoid mutual margin pressure.

However, in nascent, yet large potential markets such as classifieds, traditional media

advertising auctions, mobile, and China, the companies should aggressively compete to

become the category leader.
See some MBA dissertations which I will upload.

