
South-Eastern Europe Journal of Economics 1 (2014) 89-106   

CO-OPETITION: A BUSINESS STRATEGY FOR SMES     
IN TIMES OF ECONOMIC CRISIS 

 

DOROTHEA KOSSYVAa* 
KATERINA SARRIb 

NIKOLAOS GEORGOPOULOSc 
aDepartment of Business Administration, University of Piraeus, Greece 

bDepartment of Balkan, Slavic and Oriental Studies, University of Macedonia, Greece 
cDepartment of Business Administration, University of Piraeus, Greece 

 
 

Abstract 
Cooperation between competing organizations (co-opetition) to achieve com-
mon objectives has become a prerequisite for global competitiveness and innov-
ativeness. Co-opetition is a business strategy which emphasizes both cooper-
ative and competitive relations between two or more organizations. It implies 
that firms, especially Small and Medium-sized Enterprises (SMEs), perform 
better when they are involved in competitive and cooperative relationships at 
the same time and combine their complementary strengths to create synergies. 
The present study discusses the various definitions and types of co-opetition 
strategy and addresses the implications of economic crisis on SMEs. Finally, the 
paper suggests that co-opetition could be an appropriate business strategy for 
SMEs in difficult economic conditions provided that they develop a co-opetitive 
portfolio with different kinds of partners by seeking to obtain the advantages of 
each partnership and become more competitive. 
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1. Introduction 
 
The constantly changing and challenging global business environment requires 
firms to be proactive, flexible and open-minded if they want to succeed. In fragile 
economic conditions, firms are called on to deal with difficult external circum-
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stances, so they need to find new ways of conducting business, in order to survive 
and increase their competitiveness and innovativeness. Cooperation between indep-
endent organizations to achieve common goals has become a prerequisite in today’s 
networked and knowledge-based economy.  

Over the years, organizations have formed alliances with other parties in order to 
gain a better position in local and global markets and create competitive ad-
vantages (Kossyva and Georgopoulos, 2011). As P. Drucker (1996) stated, “The 
greatest change in corporate culture, and the way business is being conducted, may 
be accelerating growth of relationships based not on ownership, but on partner-
ship”. 

As uncertainty increases, the ability of firms to adapt in their external environ-
ment and to remain competitive is closely related to their capacity to innovate. 
Hence, it is crucial for firms to continuously develop innovations in order to create 
value for their buyers and of course value for their stakeholders. Furthermore, they 
have to be able to identify and explore business opportunities, so as to exploit future 
competitive advantages (Sarri et al., 2010; Kossyva and Georgopoulos, 2011). In 
order to succeed in that, they need to accelerate the innovation process through 
more flexible forms of collaboration such as co-opetition (Acharya 1999; Bengtsson 
and Kock, 1999).  

Co-opetition is a dynamic process in which organizations seek competitive ad-
vantages arising from both cooperation and competition. Through this process, or-
ganizations look for complementary partners, as a way of promoting their own re-
sources; transferring and creating knowledge; exploring entrepreneurial oppor-
tunities, without losing sight of their own interests (Kossyva et al., 2012). There-
fore, firms are called on to initiate collective actions with their competitors to create 
value in a market and at the same time they compete to capture the created value 
individually (Bengtsson and Kock, 2000; Kossyva and Georgopoulos, 2011). 

Undoubtedly, the current economic crisis has caused severe damage to global 
economies and has created a number of challenges for business firms. The global 
financial crisis has significant impact on business activities, especially on small and 
medium-sized enterprises (SMEs). SMEs are considered the worst affected as they 
have to face several challenges such as reduced sales, decreased liquidity, fall in 
demand for goods and services, increased payment delays on receivables as well as 
tightening in credit terms (OECD, 2009).  

The present study discusses the definitions and types of co-opetition strategy and 
addresses the implications of economic crisis on SMEs. It focuses on small and 
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medium-sized enterprises (SMEs) as they play a vital role in every economy 
worldwide and are key drivers for employment, innovation and growth. Further-
more, it stresses the importance of SMEs forming co-opetitive relationships in order 
to gain access to complementary resources and skills. Finally, the paper suggests 
that co-opetition could be an appropriate business strategy for SMEs in difficult 
economic conditions provided that they develop a co-opetitive portfolio with 
different kinds of partners by seeking to obtain the advantages of each partnership 
and become more competitive. 

 
2. The concept of co-opetition 

The term “co-opetition” was first introduced in 1993 by Raymond J. Noorda, foun-
der and CEO of Novell Corp. Later, Adam Brandenburger, Professor at Harvard 
Business School and Barry Nalebuff, Professor at Yale School of Management 
adopted this term in their best seller book called “co-opetition” (Brandenburger and 
Nalebuff, 1996). According to these authors, co-opetition is defined as the com-
bination of cooperation and competition for value creation. Co-opetition is based on 
game theory where business is a game with multiple players (firms) who play 
multiple roles and depend on each other. A business game is different from sports or 
war where there are winners and losers. Taking part in a business game, firms may 
obtain more benefits at the end, as their interaction might generate positive-sum 
games. It means that the success of a firm does not necessarily mean the failure of 
others but there can be multiple winners. 

Brandenburger and Nalebuff (1996) developed a framework which is called 
“Value Net” to depict the relationships and interdependencies among different 
players of a business game (figure 1). The Value Net constitutes a network of co-
opetitive relationships in which organizations “play” multiple roles and look for 
complementary partners to create value. It includes five players of a business game; 
the focal firm, its suppliers, its customers, its substitutors or competitors and its 
complementors. In the center of the Value Net the firm in question is placed. On the 
vertical axis there are the suppliers and the customers who contribute equally to the 
value creation process. On the horizontal axis there are the substitutors and the 
complementors. Substitutors are firms which can replace the focal firm, either by 
selling to its customers, or by buying from its suppliers while complementors are 
defined as players whose products are valued more when they are combined with 
the products of the focal firm. For example, a software company needs a hardware 
company to improve and market its products or services. 
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Figure 1: The Value Net 
Source: Brandenburger & Nalebuff (1996), p. 16 

 
The above definition of co-opetition is rather broad as the cooperative and com-

petitive part is distributed among various actors who are influenced by the behavior 
of other actors in the value chain. According to the broad approach, co-opetition is 
considered as a context where two competitors (computer manufacturers) can be 
complementors through their collaboration with a third firm (software producers) 
(Bengtsson et al., 2010). Consequently, the broad approach views co-opetition as 
cooperation among indirect competitors for value creation.  

In contrast, many authors focus on a more narrow approach of co-opetition 
(Bengtsson and Kock, 2000; Bengtsson et al., 2010; Gnyawali and Park, 2011; 
Ritala, 2012). They define it as cooperation between two or more direct competitors 
in some activities and at the same time competition in some other activities. For 
example, two competing firms may cooperate in activities far from customers, such 
as manufacturing, and at the same time compete in activities close to them, such as 
sales, in order to increase their market share (Bengtsson and Kock, 2000). There-
fore, the narrow approach views co-opetition as a process where cooperation and 
competition are two interrelated parts of either a dyadic or network co-opetitive 
relationship which are divided between activities rather than the actors of a business 
game. A network co-opetitive relationship arises when the most major competitors 
within an industry cooperate through joint marketing initiatives in order to promote 
a new idea or technology and at the same time they compete in consumer markets. 
This type of co-opetition is called collective horizontal co-opetition (Choi et al., 
2010). 
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Dagnino and Padula (2002) argue that co-opetition is the integration of cooper-
ation and competition where organizations have partially convergent interests in 
order to create new value and forms a new kind of strategic relationship between 
firms. Thus, they term the interdependence among different organizations as a “co-
opetitive system of value creation”, which is based on Kanter’s (1994) approach 
that cooperation leads to competitive advantage when the focus is on new value cre-
ation (Kossyva and Georgopoulos, 2011). Through this system, organizations ex-
change and create value to become more competitive and gain competitive advan-
tages over other competitors. Moreover, the authors (Dagnino and Padula, 2002) 
have distinguished two kinds of co-opetition for value creation; dyadic and network 
co-opetition. Dyadic co-opetition refers to the relationship between two competing 
business organizations whether on one or more levels of the value chain, while net-
work co-opetition refers to the situation where more than two organizations cooper-
ate and compete at the same time along one or more levels of the value chain.  

A notable example of dyadic co-opetition is the joint venture between Sony and 
Samsung called S-LCD for the development and production of 7th generation liquid 
crystal display (LCD) panels for flat screen TVs (Gnyawali and Park, 2011). This 
partnership was critical for both firms because they could not develop LCD techno-
logy in isolation (Katsanakis et al., 2011). Both rivals contributed their techno-
logical capabilities in order to increase and lead the LCD TV market while each 
firm launched its own TV model in the market to appropriate a larger market share 
individually (Gnyawali and Park, 2011). Another example is the alliance between 
Apple Computer Inc. and Sony Corporation. The two global computer manufactur-
ers formed an alliance in order to carry out cooperative research and development 
(R&D) activities, so as to manufacture more powerful desktops and laptops (Garaf-
fo, 2002).  

There are many examples of network co-opetition as well, such as the joint ven-
ture among Nokia, Sony Ericsson, Samsung, and Psion called Symbian for the cre-
ation of an operating system to compete against traditional computer companies 
(Garaffo, 2002). Another example is the case of SAP, the ERP software provider, 
which developed a business ecosystem consisting of clients, suppliers, other soft-
ware providers and research institutions. The aim of this initiative was to create va-
lue for participating actors through the exchange of information and knowledge 
(Gueguen and Pellegtin-Boucher, 2004). 

Therefore, co-opetitive relationships consist of two dimensions; value creation 
and value appropriation. The first dimension arises from cooperative activities  
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while the second arises from competitive activities. Value creation derives from 
joint efforts with direct competitors who have complementary and relevant re-
sources and capabilities. Through this process competing firms which have com-
mon interests, form alliances in order to increase the size of a market or create a 
new one. Value appropriation derives from diverse interests where firms compete to 
capture the created value for individual purposes. At the same time, competing 
firms try to exploit the resources gained through cooperation, depending on their 
knowledge base and absorptive capacity, and use them for future competitive ad-
vantages (Ritala and Hurmelinna-Laukkanen, 2009; Kossyva and Georgopoulos, 
2011). The philosophy of co-opetition is that the purpose of each firm might not be 
the elimination of its competitors, but the exploration and exploitation of future 
competitive advantages by changing the game to their benefit.  
 
3. The impact of the economic crisis on SMEs 

The economic crisis which started in September 2008 with the collapse of Lehman 
Brothers has caused severe socio-economic changes worldwide. More specifically, 
in the European Union the Gross Domestic Product (GDP) declined by 4.2% in 
2009 and the employment growth rate was -2.1%. The unemployment rates have 
increased to 10.0% and 10.7% in 2011 and 2012 respectively with the lowest un-
employment rates accounted in Austria (4.3%), Germany and Luxembourg (5.3% in 
both countries), the Netherlands (5.8%), and the highest levels in Greece (26.8%) 
and Spain (26.1%) (Eurostat, 2012).  

Undoubtedly, the economic crisis has affected both large and small and medium 
sized enterprises (SMEs) as it made business opportunities less certain. As a result, 
business firms have suffered a significant decrease in demand and revenues, staff 
lay-offs, stressful working environments and reluctance to invest in long-term 
activities (Kash and Darling 1998; Archibugi et al., 2013). However, SMEs are 
more vulnerable in difficult economic times than large enterprises for many re-
asons. First of all, they cannot undertake downsizing activities as they are already 
small. Furthermore, they lack sufficient capital to finance their investments, they 
have a lower or no credit rating and they are less diversified in their economic ac-
tivities (OECD, 2009).  

Small and medium-sized enterprises (SMEs) constitute the majority of enter-
prises in the European Union, as they account for over 99% of all enterprises. Al-
though the definition of SMEs varies from country to country, there is evidence that 
in most countries SMEs are considered the most sensitive sector and the most af-
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fected by the economic downturn (OECD, 2009). According to the European Com-
mission definition, an SME is an enterprise which “employs fewer than 250 people 
and has an annual turnover not exceeding 50 million euro, and/or an annual balance 
sheet total not exceeding 43 million euro”. 

SMEs play a significant role in all economies as they are considered the key 
drivers of employment, innovation and economic growth. Furthermore, due to their 
size, they are more flexible than larger firms and have the ability to create and 
sustain entrepreneurial opportunities by implementing new services and launching 
new products more easily. Therefore, their entrepreneurial activities can result in 
economic welfare, creation of new jobs and national competitiveness (Zikou et al., 
2011). It is worth mentioning that in the OECD regions, SMEs employ more than 
half of the labor force in the private sector (OECD, 2009).  

As demand for goods and services has declined, SMEs have to face conditions 
of weaker cash flow and less equity reserves; the deficiency of resources and the 
lack of necessary skills to pursue long-term strategies (Ates and Bititci, 2011; Wes-
son and De Figueiredo, 2001). They also have to deal with difficult circumstances, 
such as liquidation problems, extended payment delays on receivables and on ac-
counts payable, and even worse the increased number of insolvencies and bank-
ruptcies. In Belgium, for instance, 43 % of surveyed SMEs experienced extended 
delays in their receivables while in the Netherlands, 50 % of SMEs have to cope 
with longer payment terms from their customers. In countries like Denmark, Italy, 
Ireland, Norway and Spain the percentage of insolvencies was higher than 25%. 
Thus, in Sweden, bankruptcies increased over 50% in 2009 compared to the prev-
ious year (OECD, 2009). 

Overall, the main challenges most SMEs are called on to deal with are the fol-
lowing (Hodorogel, 2009; OECD, 2009): 

• Downturn in demand for goods and services. 
• Increased payment delays on receivables as well as on accounts payable. 
• Rising prices of raw materials. 
• Liquidity problems. 
• Increasing insolvencies and bankruptcies. 

In order to survive and continue their activities, SMEs respond by cutting costs, 
reducing assets, planning personnel lay-offs, extending their own payment delays 
and or cancelling new investments (Lussier, 2008). However, SMEs, unlike large 
firms, are characterized by flexibility, adaptability and resilience. Therefore, they 
are able to perceive the opportunities created by the economic crisis in order not on-
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ly to ensure business continuity but also to explore and exploit entrepreneurial op-
portunities. This could be achieved either by participating in collaborative networks 
or by forming alliances with direct competitors to combine their complementary 
strengths and create new markets. Besides, recession conditions are considered as 
“periods of ‘creative destruction’, that contribute to economic restructuring, during 
which industries decline, while new ideas, technologies, products and industries 
emerge and become the driving forces of subsequent economic growth” (Bryson 
1996; Kitching et al., 2009). 
 
4. Co-opetition in SMEs: Advantage-seeking through the development of a 

co-opetitive portfolio 

Small and medium-sized enterprises (SMEs) face tremendous challenges in their at-
tempt to pursue entrepreneurial opportunities, given a lack of resources and cap-
abilities, their dependence on a niche customer base, high risks of failure as well as 
limited market presence (Gnyawali and Park, 2009; Bengtsson and Johansson, 
2012). The short product life cycles, the high uncertainty and risk of developing 
products and services, the market and technological convergence, the need for ex-
ternal resources and high R&D costs constitute the factors that increase the likeli-
hood of co-opetition in SMEs (Gnyawali and Park, 2009). Furthermore, Eikebrokk 
and Olsen (2005) argued that in terms of efficiency, complementarities, lock-in and 
novelty, the formation of e-business alliances in SMEs is positively correlated with 
e-business value-creation. 

Co-opetition strategy implies that co-opetitors are critical sources of innovation, 
especially in fast-paced industries, where firms are not able to develop new pro-
ducts or services in isolation. By collaborating with competitors, SMEs have the op-
portunity to create temporary “blue oceans” collectively and gain “first mover” ad-
vantages over other competitors. Competing firms have market commonality, face 
common challenges and possess similar and complementary resources and capab-
ilities (Afuah, 2000; Gnyawali and Park, 2009; Kossyva and Georgopoulos, 2011). 
Therefore, they perform better when they are involved in co-opetitive relationships 
by acquiring new knowledge and skills and accessing complementary capabilities 
which will produce synergistic effects. 

In order to achieve this, it is suggested that an SME will have to form different 
types of partnerships so as to build a “co-opetitive portfolio” that will allow it to 
manage each collaborative agreement separately (figure 2). Developing a “co-
opetitive portfolio”, an SME will be able to collaborate with other SMEs within the 
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same industry, with large competitors, as well as take part in various business net-
works by seeking to obtain the advantages of each partnership. The types of col-
laborative agreements will vary based on the degree of interdependence among co-
opetitors. The most frequent forms of collaboration between competing organizati-
ons are the following (Dyusters and Hagedoorm, 2000): 

• Licensing  
• Second sourcing agreements 
• Cross-licensing  
• Mutual second sourcing agreements 
• Joint R&D agreements 
• Minority equity  
• Joint ventures 

 

   

 
 

Figure 2: Potential benefits from an SME’s co-opetitive portfolio 

 
As shown in figure 1, an SME can develop a co-opetitive portfolio consisting of 

competing organizations in order to create added value through the exchange of 
financial capital, ideas, experiences and knowledge. More specifically, co-opetition 
among SMEs creates economies of scale, reduces uncertainty and the timespan for 
R&D, mitigates risk, accelerates the product development process, leverages re-
sources and enable market entry (Gnyawali and Park, 2009; Morris et al., 2007; 
McCutchen and Swamidass, 2004). The technological uncertainty and the integ-
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ration of partners’ knowledge through in-learning lead to the development of innov-
ations among SMEs (Bouncken and Kraus, 2013). Co-opetition strategy enables 
SMEs to establish different kinds of relationships with their competitors in order to 
explore and exploit a variety of international opportunities (Kock et al., 2010).  

SMEs have limited knowledge stocks and lack of market power which inhibit 
their ability to create competitive advantages. In contrast, large firms have strong 
market power, put heavy emphasis on efficiency, are able to provide a wider spec-
trum of complementary resources and are more skilled at creating competitive ad-
vantages (Quintana-Garcia and Benavides-Velasco, 2004; Ketchen Jr. et al., 2007). 
Therefore, collaboration with large firms within the same industry enables SMEs to 
enter new markets more easily as well as develop and sustain business oppor-
tunities. Quintana-Garcia and Benavides-Velasco (2004) found that co-opetition 
between SMEs and large diversified companies has a positive effect on firms’ tech-
nological diversity and overall innovative capability.  

The participation of SMEs in business networks enables them to identify cus-
tomer needs and find innovative ways to address them by creating better products or 
services than other SMEs which act alone (Slater and Narver, 1995; Nasution et al., 
2011). In business networks, SMEs are able to create value through the exchange of 
valuable resources and capabilities, especially knowledge. Their main objectives are 
to reduce costs and uncertainty, accelerate the creation of new knowledge, stream-
line workflow and increase performance (Kossyva et al., 2012). Furthermore, SMEs 
that participate in various networks consisting of different kinds of competitors have 
the opportunity to develop R&D projects and gain access to specific and com-
plementary resources and capabilities. Schiavone and Simoni (2011) propose two 
different types of co-opetitive relationships; intra-network and inter-network co-
opetition. Intra-network co-opetition constitutes a cooperative relationship between 
competing organizations within a network, while inter-network co-opetition occurs 
when firms and organizations take part in several projects and therefore cooperate 
with firms and organizations from competing networks. 

Taking into consideration the above arguments, the present study deals with the 
positive effects of co-opetition strategy on SMEs and considers it a beneficial busi-
ness strategy in times of economic crisis. Furthermore, it focuses on the narrow de-
finition of co-opetition which involves cooperation between two or more direct 
competitors in activities far from customers, such as manufacturing and R&D, and 
at the same time competition in activities close to them, such as sales and mar-
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keting. In this case, competitors are defined as “actors that produce and market the 
same products” (Bengtsson and Kock, 2000).  

The downturn in demand for goods and services, the rising costs of raw mater-
ials, increased payment delays on receivables as well as on accounts payable, li-
quidity problems, and increasing insolvencies and bankruptcies constitute the main 
challenges that most SMEs are called on to deal with in difficult economic times 
(Hodorogel, 2009; OECD, 2009). In order to respond to the above conditions, it is 
suggested that SMEs have to develop a co-opetitive portfolio with different sizes of 
competing organizations which will bring a variety of different resources, capab-
ilities and skills to the collaborating actors and therefore lead to the following pot-
ential benefits:  

• Creation of innovative products and services. 
• Improvements in production methods. 
• Access to valuable resources. 
• Greater bargaining power over suppliers. 
• Increase the competitiveness of an industry. 

 
Creation of innovative products and services 
According to its various definitions, co-opetition strategy involves the cooperation 
among two or more organizations within the same industry by combining their 
complementary strengths in order to develop innovative products, services and 
technologies. Many studies argue that co-opetition generates positive effects on a 
firm’s innovation performance and is an effective way of creating completely new 
innovations under high market and technological uncertainty, high positive network 
externalities and low competition intensity (Quintana-García and Benavides-
Velasco, 2004; Ritala, 2012; Bouncken and Kraus, 2013). Therefore, through co-
opetition, competing organizations initiate collective actions with their competitors 
to create value in the market and at the same time they compete to capture the cre-
ated value for individual purposes. They also have the opportunity to obtain new 
technological knowledge and use it for generating and developing innovative pro-
ducts and services (Quintana-García and Benavides-Velasco, 2004; Ritala et al., 
2009).  
 
Improvements in production methods  
The improvements made in production methods, such as input materials, task spec-
ifications, work and information flow mechanisms, and equipment that are used to 
produce products (Damanpour, 1992) are crucial for the effectiveness and ef-
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ficiency of innovative products and services in global markets (Luo, 2007). By 
forming co-opetitive relationships, competing organizations combine their know-
how in order to improve the way they produce their products. In this way, they use 
fewer resources, or use their current resources more efficiently and achieve econo-
mies of scale and scope (Gnyawali and Park, 2009; Ritala, 2012).  
 
Access to valuable resources 
Due to their smallness, SMEs have to deal with the lack of financial resources and 
raw materials, rising R&D costs, limited knowledge required for product develop-
ment process, and limited time available for pursuing business opportunities. 
Competitors have high degrees of market commonality and resource similarity and 
complementarity (Gnyawali and Park, 2009). Therefore, by combining their resour-
ces and skills they obtain more benefits than by acting alone. Through co-opetition, 
they gain access to financial, human and technological resources, acquire new 
knowledge, and look for complementary capabilities. 
 
Greater bargaining power over suppliers 
SMEs are also called to cope with the rising prices for raw materials used in the 
production process. By joining their strengths with other firms within the same 
industry, they have greater bargaining power over their suppliers as they are able to 
jointly order larger volumes of raw materials at lower prices. 
 
Increase the competitiveness of an industry 
The mutual support among co-opetitive partners within an industry might increase 
the competitiveness of an industry and ensure its long-term sustainability. Firms 
operating in the same industry support each other when various problems arise – 
such as the lack of critical raw materials, limited access to financing, which is con-
sidered the most significant challenge for the creation, survival and growth of SMEs 
– and deliver services to clients on time, so as to prevent an industry shrinkage. 
They are also able to share the switching costs of production and deal with the high 
requirements of distributors and sophisticated consumers (Choi et al., 2010). 

 
5. Conclusions  

The fragile economic business environment requires new cooperating structures and 
alternative ways of conducting business in order for organizations to achieve their 
business objectives and enhance their competitiveness (Kossyva and Georgopoulos, 
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2011). Co-opetition strategy constitutes an alternative business strategy for firms to 
form alliances with various competitors and look for complementary resources and 
capabilities in pursuit of business opportunities. In order to deal with difficult ex-
ternal conditions, firms need to have strategic flexibility and to adapt quickly in 
their external business environment. Through co-opetition, firms are called to init-
iate collective actions with their competitors to create value in the market and at the 
same time they compete to capture the created value individually. Taking part in 
various business games, firms may obtain more benefits at the end, as their inter-
action might generate positive-sum games. It means that the success of a firm does 
not necessarily mean the failure of others but there can be multiple winners (Bran-
denburger and Nalebuff, 1996; Ritala and Hurmelinna-Laukkanen, 2009). 

Small and Medium-sized Enterprises (SMEs) are called on to deal with difficult 
circumstances including the downturn in demand for goods and services, the de-
ficiency of resources and the lack of necessary skills to pursue long-term strategies, 
liquidation problems, extended payment delays on receivables and on accounts 
payable, and even worse the increased number of insolvencies and bankruptcies 
(Hodorogel, 2009; OECD, 2009). However, their response actions against severe 
economic conditions, such as cutting costs, cancelling new investments, reducing 
assets, and staff lay-offs, do not contribute to their long-term survival (Lussier, 
2008). Consequently, in order to ensure their business continuity and become more 
competitive, they have to establish partnerships with direct competitors who have 
complementary strengths and face similar challenges as the economic crisis makes 
them less willing or even unable to undertake business initiatives on their own. 

This paper discussed the definitions and types of co-opetition strategy as well as 
the implications of economic crisis on Small and Medium-sized Enterprises (SMEs) 
and suggested that co-opetition might be an appropriate business strategy for 
overcoming it. By adopting co-opetition strategy, SMEs gain access to financial re-
sources and valuable knowledge which will enable them to improve their core com-
petencies, pursue large-scale innovation projects, create new products and services 
in less time via joint innovation efforts and increase their product range. Therefore, 
it was suggested that SMEs have to build a “co-opetitive portfolio” consisting of 
different kinds of co-opetitive partners; other SMEs, large enterprises as well as 
taking part in business networks. Developing a “co-opetitive portfolio”, will allow 
them to manage each collaborative agreement separately and try to obtain the ad-
vantages of each partnership. The potential benefits that SMEs might gain from co-
opetition strategy are the creation of new products and services, the improvement of 
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production methods, access to valuable resources, greater bargaining power over 
suppliers due to higher volumes of raw materials at lower prices, cost sharing in 
product development, the production process acceleration and new market entry. 
Furthermore, competing organizations support each other when various problems 
arise – such as the lack of critical raw materials, limited access to financing, which 
is considered the most significant challenge for the creation, survival and growth of 
SMEs – and deliver services to clients on time, so as to prevent industry shrinkage. 

However, co-opetition strategy is not a panacea. SMEs should also take into 
consideration the potential disadvantages of co-opetition which are the high risk of 
opportunistic behavior among partners, technological risks, management challenge, 
loss of control, information leakage as well as miscommunication (Gnyawali and 
Park, 2009; Kossyva et al., 2012). In terms of innovation, co-opetition is considered 
a risky strategy which can be harmful for a firm’s innovation performance (Nieto 
and Santamaria, 2007; Ritala, 2012; Kossyva and Georgopoulos, 2013). There is a 
high risk of opportunism and a lack of trust when competing organizations share 
knowledge as they might lose their proprietary knowledge (Gnyawali and Park, 
2009; Bouncken and Kraus, 2013). Therefore, SMEs have to develop the ability to 
manage and maintain many different co-opetitive relationships so as to balance both 
cooperative and competitive elements. The factors which are likely to make a co-
opetition strategy successful are the management commitment, the development of 
high trust and dependency as well as communication management in order to sys-
tematically plan, implement, monitor and review all communication channels with-
in and outside the company (Chin et al., 2008; Bouncken and Kraus, 2013). 

Due to its high complexity, co-opetition strategy raises public policy issues as 
firms’ potential anti-competitive behaviors may arise. Such behaviors mainly con-
cern the fear of collusion between large firms which can lower the degree of com-
petition in a market by restraining outputs and raising prices. They might be advan-
tageous to firms in the short term but eventually firms’ long term sustainability is 
undermined. Despite the fact that co-opetition is considered a value-creating strat-
egy for the participating actors, sometimes it may reduce the competition and 
become harmful for the customers (Gnyawali, He and Madhavan, 2008; Ritala, 
2012). From the antitrust regulators’ point of view, co-opetition is likely to be prob-
lematic in the downstream side of the value chain, such as joint marketing activities, 
but in the upstream aspect, such as R&D and product development may not be 
problematic. As far as SMEs are concerned, it is suggested that co-opetition strat-
egy is unlikely to cause anti-competitive effects because they cannot efficiently 
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build collective strengths to determine prices and dictate competition in the market 
(Gnyawali and Park, 2009). Therefore, it is proposed that antitrust policy makers 
should stimulate co-opetition since it is expected to have a positive impact on an in-
dustry’s competitive intensity and increase its attractiveness. It would also be useful 
to establish a legislative and institutional framework based on best practices which 
will lead to the creation of an ethical business environment for the implementation 
of co-opetition.  

The present paper was only a part of the authors’ attempt to discuss through lit-
erature the various definitions and types of co-opetition strategy and suggested that 
co-opetition could be a beneficial business strategy for SMEs to confront the econ-
omic crisis and create business opportunities. Despite the growing interest in co-
opetition strategy as an emerging and under-researched construct, the development 
of theoretical frameworks is still in an emergent phase. Thus empirical research 
should be conducted either through large scale or in-depth case studies in order to 
support the considerations previously mentioned. Therefore, a future study is neces-
sary to examine whether SMEs can manage different forms of co-opetitive relation-
ships and gain advantages of each partnership. It is suggested that researchers 
should take into consideration certain factors such as the level of trust and commit-
ment between competing organizations, the previous co-opetition experience of the 
focal SME and its competitor-partners, and their co-opetition mindset – i.e. if senior 
executives regard co-opetition as a short-term or long-term strategy, as well as an 
emerging or a deliberate strategy. Finally, it would be interesting to investigate the 
above theoretical approaches in countries that face the consequences of economic 
crisis so as to find out whether co-opetition is a beneficial business strategy for 
SMEs which operate in these countries. 
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