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Abstract: Value creation and appropriation are essential elements of any economic activity. In
coopetition literature, value creation refers to all activities that increase value created within
the context of the relationship, while value appropriation refers to capturing a share of that
value. In this chapter, we first discuss the conceptual underpinnings of these processes and
discuss the baseline logic. Then, we develop a dynamic interplay model of value creation and
appropriation in coopetition that examines the roles and relationships of these two processes.
We end with research, practice, and policy implications.
Introduction
Coopetition is a relationship in which competition and collaboration co-exist, constituting a
persisting paradox (Gnyawali et al., 2016). This paradox invites numerous tensions, in
particular, that of value creation and value appropriation (for discussion, see Bouncken et al.,
2017; Raza-Ullah et al., 2014; Ritala & Hurmelinna-Laukkanen, 2009; Volchenk et al., 2017).
Such value-related analysis has been at the core of theorizing about coopetition ever since the
seminal formulation of coopetition (Brandenburger & Nalebuff, 1996), and these two concepts
are broadly used to explain how value is created via coopetition relationships, and how this
value is captured and divided.
Value creation and appropriation in coopetition—and their interplay—is a multifaceted issue.
At the firm strategy level, coopetition provides additional means for individual companies to
create  value  in  collaboration  with  their  competitors  and  to  appropriate  a  share  of  that  value
themselves. Several case-based studies have shown how firms have adopted a coopetition
strategy for these purposes. For instance, Ritala et al. (2014) show how Amazon.com developed
business models that allowed the firm to collaborate with its competitors, jointly create value
via increasing online sales, and finally, appropriate a margin of the growing markets. Similarly,
the LCD TV market collaboration between Samsung Electronics and Sony Corporation
demonstrates the challenges and opportunities of coopetition for value creation and
appropriation (see Gnyawali & Park, 2011).
At the relationship and network levels, coopetition is seen as a particular context within which
value is created and appropriated, creating a juxtaposition that has implications for the
management and outcomes of the relationship (see, e.g., Bouncken et al., 2017; Fernandez et
al., 2014; Fernandez & Chiambaretto, 2016). In coopetition relationships, value creation and
appropriation are continuously adjusted, bargained, and developed in an interactive process
between the actors (Raza-Ullah et al., 2014; Ritala & Tidström, 2014; Yami & Nemeh, 2014).
These processes also unfold over individual and collective levels of analysis. Value creation
can happen partially within individual organizations, or it can be conducted via joint activities.
Similarly, value can be appropriated jointly (e.g., via joint products and service sales), or
individually, for example, by differentiating products and services under different brands
among those involved in coopetition (Gnyawali & Park, 2011). Therefore, these processes are
complex and multilevel, and further clarity of their interplay and dynamics is needed.
In order to improve our understanding of the important conceptual underpinnings of value
creation and appropriation in coopetition, we first briefly discuss them within the general inter-
organizational context. This is followed by a discussion of a “baseline model”, which is the
typically utilized logic across theoretical and empirical contributions. Following this, we
introduce a more detailed conceptual model that describe how value creation and appropriation
are interconnected over time, including feedback loops that explain the temporal dynamics.
This model contributes to coopetition literature by providing an overarching framework to
explain how coopetition helps to create and appropriate value.
1. Value creation and appropriation in the inter-organizational context
In economics, value refers formally to the end customer’s willingness to pay for a certain
product, service, or offering (Brandenburger & Stuart, 1996). The important question for
strategy research then is, by whom and how can this value be created, and by whom and how
can this value be appropriated (see also Garcia-Castro & Aguilera, 2015).
Value creation refers to the activities in the value chain that increase the end customer’s
willingness to pay (Bowman & Ambrosini, 2000; Brandenburger & Stuart, 1996). Firms
engage in value creation when the profits generated by that activity exceed the inputs required
to do so (Lepak et al., 2007). Such added value contributions can include any activities that end
up increasing the perceived value by those receiving it, from early-stage research and
development to provision of materials and resources and branding and marketing.
Inter-organizational relationships, such as alliances, networks, and ecosystems, provide
opportunities to facilitate and advance value creation by providing chances to integrate
complementary and supplementary resources and capabilities (Barringer & Harrison, 2000;
Das & Teng, 2000). Regardless of the actual form of these relationships, the key logic for value
creation is that more value is created jointly compared to the resources and capabilities being
utilized in separation (Dyer & Singh, 1998).
However, the (jointly) created value is not worth much to its creators if it is not appropriated
in the end (Arrow, 1962). In general, value appropriation can be defined as extracting profits
in the marketplace (Teece, 1986; 1998). Value appropriation involves various activities, and
several mechanisms have been identified that increase appropriability. Typically, these
mechanisms relate to protecting valuable assets and creations (Alnuaimi & George, 2016;
Hurmelinna-Laukkanen & Olander, 2014) and utilizing the mechanisms to increase their
exclusivity, free use, and controllability (Hurmelinna-Laukkanen, 2012; James et al., 2013).
Value appropriation is also future oriented. It is important also to recognize the potential to
generate future profits based on previous value appropriation (Ahuja et al., 2013; Gans & Ryall,
2017).
In inter-organizational arrangements, value appropriation easily becomes a debated issue, as
firms bargain over the division of value (Adegbesan & Higgins, 2011; Dyer et al., 2008). For
instance, there may be firm-level concerns about others exploiting the assets that an actor
provides for the collaborative activities (Heiman & Nickerson, 2004; Hurmelinna-Laukkanen
& Olander, 2014). Likewise, it may not always be easy to decide how the jointly created outputs
are going to be appropriated (see, e.g., James et al., 2013 on alternative strategies for value
capture) and if an individual actor is able to secure its part (Dyer et al., 2008). However,
appropriation can also be viewed at the relationship and network levels. Not only do
organizations compete against each other for their share of value (Ritala & Hurmelinna-
Laukkanen, 2009), but also networks compete with other networks, which further changes the
dynamics of appropriation (see Nätti et al., 2014). Coopetition is a special case in this regard.
2. Value creation and appropriation in coopetition: From a baseline model to dynamic
interplay
In laying out the game theoretic foundation for coopetition, Brandenburger & Nalebuff (1996)
pushed forward the seminal quote:
Co-opetition means cooperating to create a bigger business “pie”,
while competing to divide it up
Coopetition literature has built strongly on this idea, and much of the literature is based on the
foundational assumption that coopetition allows firms to create more value together, and thus,
there will be more for each actor to appropriate later on. Competing firms are seen to
collectively create value together when this increases the “size of the pie” more than if firms
would not engage in such activity. Such value might include economic and social benefits,
larger markets, new knowledge and innovation, and so forth (for a discussion, see, e.g., Ritala
& Hurmelinna-Laukkanen, 2009; Volschenk et al., 2016). Value appropriation, however, is
considered an individual activity in  which  competitors  try  to  capture  a  share  of  the  created
value. The “slice of the pie” among actors changes based on their own differentiation abilities,
and on the appropriability mechanisms at the disposal of each actor (Gnyawali & Park, 2011;
Ritala & Hurmelinna-Laukkanen, 2009). The competitive setting also means that the value
appropriation phase is subject to more tensions than in relationships among non-competitors
(see, e.g., Bouncken et al., 2017; Yami & Nemeh, 2014, for discussion). Figure 1 illustrates
this baseline model.
Figure 1. The baseline model of value creation and appropriation in coopetition
As visualized in Figure 1, coopetition provides opportunities for creating more value than
available for individual actors (illustrated by a larger range of the collective grey area in
contrast  to  the  individual  white  and  black  circles).  Furthermore,  it  is  shown here  that  value
appropriation often ends up being asymmetrical (illustrated in that the “black firm”
appropriates a larger share of the value created). However, this is merely for illustration
purposes, as value appropriation can also be more or less symmetrical, depending on the
context and contingencies of the coopetition relationship, as well as the individual abilities and
aspirations of the actors in appropriating the value.
For most purposes, this simplified model provides a good foundation for explaining value
creation and appropriation processes in coopetition. Consider, for example, how collective
R&D  efforts  by  Sony  and  Samsung  turn  into  firm-specific  pursuits  to  capture  profits  from
consumer markets (Gnyawali et al., 2011) or how the global automotive industry creates value
by developing joint technology while later competing for market share in the end product
markets (Gwynne, 2009; Wilhelm, 2011).
However, we argue that the processes are often more complex than portrayed in the model. At
first sight, value creation and appropriation might look polarized among the elements of
coopetition; that is, collaboration relates to value creation and competition to value
appropriation. However, in reality, value is being created and appropriated by individual firms
themselves and within the scope of the coopetition relationship (see, e.g., Ritala & Tidström,
2014). Value creation and appropriation in coopetition can be viewed as ongoing parallel
processes that are mutually interconnected and dynamic, and that can be seen to affect each
other over time (Bouncken et al., 2017; Yami & Nemeh, 2014). In this regard, the logic of
coopetition, and especially the duality of value creation and appropriation, can be viewed from
the paradox perspective, where they are portrayed as mutually interdependent, parallel, and
continuous processes (Gnyawali et al., 2016).
In the remainder of this chapter, we develop an extended model that takes into account the
parallel, interdependent, and dynamic nature of these processes, as shown in Figure 2.
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Figure 2. Extended model of value creation and appropriation in coopetition
2.1. Individual and collective value creation
The baseline model (Fig. 1) gives an impression that the value creation side of coopetition is
straightforward. Resources are combined to produce unique combinations and synergy. In this
sense, competitors can utilize their joint background knowledge of markets and technologies
to efficiently put together their existing resources (Ritala & Hurmelinna-Laukkanen, 2009).
However, at the firm level, contributing to value creation also means providing relevant
resources to competitors, potentially leading to the emergence of coopetitive tensions in value
creation (Bouncken et al., 2017). In the best case, the returns are high nevertheless. For
instance, Ritala (2009) suggests that the competitive background between collaborating actors
might enable them to create more value than is the case with non-competitors. Furthermore,
Alnuaimi & George (2016) suggest that in the long term, the immediate loss of knowledge to
other actors can be recuperated by absorbing refined knowledge. This is shown in Figure 2 that
collective alignment enables competitors to jointly create value beyond individual
contributions, which can be divided by the same actors.
In the value creation phase, the coopetitors naturally assess the prospects of value appropriation
in the future (Bouncken et al., 2017). We refer to this process as the anticipated appropriability
(see Figure 2, feedback loop at the bottom). This term illustrates the temporal feedback
component, which emerges as firms see the prospects for appropriating value from coopetition
relationship and are relatedly motivated to provide inputs to mutual value creation. In essence,
the incentive effect of anticipated appropriation suggests that the “shadow of the future”
connects value appropriation and creation. The actual experience of increased appropriability
can  strengthen  this  link.  On the  negative  side,  the  firms  might  see  their  prospects  for  value
appropriation are weak. This might lead to a risk of harming future developments due to
overprotection and underinvestment in the firm’s own development activity (Bouncken et al.,
2017; Ritala & Hurmelinna-Laukkanen, 2009).
2.2. Individual and collective value appropriation
For actors to have incentives to engage in coopetition and joint value creation in the first place,
a value appropriation trajectory needs to be in sight (Ritala & Hurmelinna-Laukkanen, 2009).
As depicted on the right side of Figure 2, value appropriation is fundamentally based on
individual aspirations, where each competitor aims to gain as big a share of the jointly created
value as possible, following the pie-splitting logic of coopetition and alliances in general
(Brandenburger & Nalebuff, 1996; Dyer et al., 2008).
However, at the same time, there are other dynamics to be considered: Within alliances and
networks, value appropriation is about fair allocation of the results (see, e.g., Adegbesan &
Higgins, 2011; Dhanaraj & Parkhe, 2006) but also may extend to making sure that the value
created benefits the actors within the coopetition networks rather than those outside (see
Hurmelinna-Laukkanen et al., 2012). In this way, the value appropriation activity can be
collective, and the companies involved in coopetition may well put joint effort into extending
appropriation possibilities for all participants (see, e.g., Nätti et al., 2014; Ritala & Tidström,
2014). This is shown as the expanding value appropriation area in the right side of Figure 2.
Furthermore, the individual appropriability for different firms in coopetition is also affected by
the governance form and other coordination mechanisms of the coopetition relationship. For
instance, joint ventures and other equity-based arrangements typically provide a relatively clear
contractual base for dividing the profits from alliances and partnerships. However, for non-
equity alliances that rely on formal and relational contracts, the division of value is not as clear-
cut (see, e.g., Contractor & Ra, 2002; Olander et al., 2010; Oxley, 1997). In those cases, the
relational dynamics of coopetition and individual firms’ efforts affect the individual share of
the value appropriated more (see, e.g., Ritala & Tidström, 2014).
In the best cases, the increase in value appropriation at the relationship or network level means
that the companies involved in coopetition benefit not only from the immediate profits but also
can start a new cycle of value creation. The anticipated appropriability is not the only
mechanism that can connect value appropriation to further value creation: As the willingness
of end customers to pay results in increased profits, there are more resources to allocate to new
value creation endeavors. In addition, the generated outputs can be turned to background assets
for subsequent value creation (Alnuaimi & George, 2016). This generative appropriability
(Ahuja  et  al.,  2013)  is  a  relevant  feedback  component  between  value  appropriation  and
subsequent value creation (see Figure 2, feedback loop at the top).
3. Implications
Overall, our chapter provides several implications for coopetition research, practice, and policy
and outlines useful directions for future research. These implications are discussed next.
3.1. Research implications
Joint value creation is a central motivation for coopetition. In this chapter, we extended this
logic further. In particular, we suggest that this activity is not solely collective as often depicted
but also takes place individually simultaneously, and it could also concurrently provide
individual benefits (see also Alnuaimi & George, 2016). At the same time, negative outcomes
may emerge if a firm’s contribution is exploited by others, the value creation inputs are
unequal, or if the firm becomes held captive by the coopetition activity, unable to pursue its
own development trajectories.
Our model further suggests that value appropriation relates to individual pursuits to maximize
the share of the value captured and well as to collective efforts in this regard. The former aspect
is well researched, while the latter has received less attention. Although distributing the outputs
fairly among the actors and allowing individual value appropriation is relevant (Dhanaraj &
Parkhe, 2006; Hurmelinna-Laukkanen et al., 2012), joint efforts for increasing overall value
appropriation should be considered. From this perspective, the boundaries of appropriation can
also be linked at the collective level, where competitors jointly improve the overall
appropriation (e.g., Ritala & Tidström, 2014). In that case, value appropriation enhances the
overall commercial exploitation and prevents valuable knowledge from leaking to rival
networks or companies (Hurmelinna-Laukkanen et al., 2012; Hurmelinna-Laukkanen &
Olander, 2014).
Following the definition of paradox (Gnyawali et al., 2016; Smith & Lewis, 2011), we perceive
value creation and appropriation as interdependent forces that persist over time in coopetition
relationships. This means that value creation and appropriation are interconnected in a dynamic
interplay with several feedback loops. The developed framework (Figure 2) shows two
feedback loops—anticipated and generative appropriability—that connect value creation and
appropriation. The first relates to individual actors’ anticipated value appropriation which
affects their motivations to provide inputs to the value creation, while the latter refers to the
resources available for value creation that are generated over time through appropriation.
Although the existence of generative appropriability (Ahuja et al., 2013) in particular has been
acknowledged in literature (more and less implicitly), placing these feedback components
explicitly in the coopetition context allows understanding of the dynamics that guide these
activities.
3.2. Practical and policy implications
For coopetition practice, our model suggests that collective and individual aspirations need to
be balanced throughout coopetitive relationships. For instance, the motivations to participate
in value creation need to be examined actor by actor and reflected against anticipated value
appropriation prospects. Furthermore, free riding and opportunism need to be dealt with
efficiently to maintain a collective and individual balance of inputs and captured value, in the
short and long term.
In addition, important policy implications are related to collusive features of value creation and
appropriation, which are often overlooked. In general, value created in coopetition is expected
to benefit the actors involved and to spill over to the end customers. However, there are also
situations where the value creation-appropriation connection generates negative market
implications. One notable issue is that oligopolistic market features may emerge that diminish
the actual value to end customers or suppliers. If coopetition affects appropriation in such a
way that the bargaining power of downstream and/or upstream markets is too heavily restricted,
a collusion problem emerges (see Pressey et al., 2014; Pressey & Vanharanta, 2016).
As competitors join forces in value creation, the number of alternative offerings might be
limited, and some developments are unrealized. This outcome might relate to limited resources
and attention, or to power relationships, where one firm sets the direction for other companies.
When a coopetitive arrangement is  formed, it  may be that such a firm (or a group of firms)
eventually directs the whole industry along a specific path (see Wiener & Saunders, 2014).
Collective forms of coopetitive value appropriation may  be  at  least  equally  problematic.
Different forms of cartels with price-fixing and dividing of markets may emerge from initially
beneficial coopetition activities (Pressey & Vanharanta, 2016). In these instances, the value
spilling over to end customers might be directly limited as collaborating competitors retain a
larger part of it with increasing margins. The value appropriated might also be controlled
indirectly as firms outside the coopetition get pushed aside.
This issue has been acknowledged by policy makers and regulators. Competition laws have
been introduced to address these issues, such as Treaty on the Functioning of the European
Union (TFEU) Article 101(1) prohibiting competition-restricting collaboration by competitors
accompanied by Article 101(3), which allows for joint value creation when the benefit goes to
consumers. That is, as long as coopetitive value creation and value appropriation do not
endanger  the  benefit  of  end  customers,  such  activities  are  acceptable.  In  the  best  cases,  the
created value in coopetition is notable enough to benefit the involved competitors and the end
customers, and healthy competition creates further differentiation, innovation, and market
development.
3.3. Future research agenda
Value creation and appropriation—in addition to collaboration and competition—are probably
the most decisive theoretical components that have been used to explain the coopetition
phenomenon (Brandenburger & Nalebuff, 1996; Gnyawali et al., 2016; Raza-Ullah et al., 2014;
Ritala & Hurmelinna-Laukkanen, 2009; Volchenk et al., 2017). In this chapter, we briefly
outlined an integrative view of the state-of-the art in this regard and put forward a suggestion
for  a  dynamic  model  of  value  creation  and  appropriation  in  coopetition.  Even  with  the
cumulating evidence in coopetition literature, there are yet unexplored aspects especially when
we take the dynamic view suggested in the current study. This provides several avenues for
further conceptual and empirical inquiry.
First, further studies could examine the interplay of value creation and appropriation. Based on
the research discussed throughout this chapter, we know that value creation and appropriation
affect each other and are often parallel processes, not just sequential (i.e., creation precedes
appropriation). Examining the tensions arising from this parallel processing of partially
contradictory logics could build on the strategic dualities and paradox research (e.g., as
suggested by Gnyawali et al., 2016) in further explaining how firms in coopetition can cope
with often opposing demands. This calls for firm-level inquiry where individual firms’ ability
to cope with such a paradox is investigated,  as well  as alliance-,  network-,  and system-level
examinations of value creation and appropriation dynamics in coopetition.
Second, the two feedback loops suggested in this study (generative appropriability and
anticipated appropriability) provide opportunities for future research. For instance, how much
do firms appreciate the value creation efforts in the present that have only uncertain
appropriation prospects vs. those with immediate ones? How do coopetitive dynamics affect
this perception? For generative appropriability, how can firms in coopetition ensure that the
value they appropriate can be used for future value creation in those relationships? To what
extent does joint value appropriation facilitate continuity in coopetitive ties? Questions such as
these call for longitudinal research designs where the process and outcomes of coopetition are
examined, and the aforementioned and other links between creation and appropriation
distinguished.
Conclusion
Collective value creation has typically seen to precede the individual value appropriation
efforts in coopetition. We have argue that while this portrays many instances of coopetition,
the reality is more multifaceted and there are more dynamics between and among these
processes. The perspective described in this chapter suggests that instead of a linear view, a
more dynamic model of value creation and appropriation is useful for capturing the temporal
and inter-level dynamics of coopetition.
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