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VALUE CREATION TENSION IN COOPETITION: VIRTUOUS CYCLES AND
VICIOUS CYCLES

Abstract

Intent to create value is the raison d'étre for participation in coopetition, but the complexities
and challenges of value creation are poorly understood relative to other areas of the coopetition
literature. Our essay highlights how simultaneous efforts to pursue firm value creation and joint
value creation leads to challenges and unique tension in coopetition. We develop the concept
of ‘value creation tension’ to explain how efforts towards firm value creation in coopetition
can undermine joint value creation and vice versa. We also demonstrate how such tension
manifests in challenges faced by managers, in terms of cognition, behaviour, and emotion.
Drawing from the paradox literature, we suggest that attempts to resolve, manage, or
manipulate tension may reinforce the positives, leading to virtuous cycles, or negatives, leading
to vicious cycles. Our essay offers foundations for addressing a critical but currently
underexplored tension in coopetition; offering avenues for future research within and beyond

the coopetition literature.



Value Creation Tension in Coopetition: Virtuous Cycles and Vicious Cycles

1. Introduction

One of the central questions of strategic management is why some firms achieve superior
performance and others do not (Leiblein & Reuer, 2020; Peteraf, 1993; Porter, 1985). One set
of answers lies in firm’s ability to create value (Brandenburger & Stuart, 1996)—either alone
or through relationships with other firms such as buyers, suppliers and competitors (Dyer &
Singh 1998; Gulati et al., 2012; Hamel, 1991). Relationships with competitors have garnered
considerable scholarly attention in recent years (Czakon et al., 2020; Gernsheimer et al., 2021;
Hoffman et al., 2018) because they help to create value (Estrada & Dong, 2020; Ritala &
Hurmelinna-Laukkanen, 2013). Literature on coopetition—defined as simultaneous
competition and cooperation among firms with value creation intent (Gnyawali & Ryan
Charleton, 2018)—suggests that firms may achieve unique and beneficial outcomes that could
not be created alone (Bengtsson & Kock, 2000; Ritala & Hurmelinna-Laukkanen, 2018)
through joint value creation and firm value creation (Gnyawali & Ryan Charleton, 2018; Rali,
2016). Exemplar cases of coopetition, such as the S-LCD venture between Sony and Samsung
(Gnyawali & Park, 2011), illustrate how value creation intent motivates firms to pursue
coopetition, despite considerable risks and challenges.

Prior studies, such as those by Ritala and Hurmelinna-Laukkanen (2009), Bounckenet
al.(2019: 2020), and Ritala and Tidstrém (2014), have illuminated the unique nature of value
creation in coopetition and the pressures that arise when partners are also competitors. This
research has emphasized tension due to simultaneous competition and cooperation (e.g.,Ansari
et al.,, 2016; Bengtsson et al., 2016;Gnyawali et al, 2016; Raza-Ullah, 2020; Ritala &
Hurmelinna-Laukkanen 2009; Ritala &Tidstrom, 2014) and has offered suggestions for
managing competition-cooperation tension, such as separation (Bengtsson & Kock, 2000),

integration (Chen, 2008; Das & Teng, 2000a; Gnyawali et al., 2016), and co-management (Le



Roy & Fernandez, 2015).However, the tension within value creation has received scant
attention in the coopetition literature. While intent to create value is the reason why firms
engage in coopetition (Czakon et al., 2020; Gnyawali & Ryan-Charleton, 2018), we know less
about opposing elements within value creation, and how these might impact overall coopetition
results.

Our essay focuses on tension within value creation in coopetition—henceforth value
creation tension—which is distinct from tension due to simultaneous competition and
cooperation. Tension refers to strain experienced by partners in coopetition (Das & Teng,
2000a; Gnyawali et al., 2016) and value creation tension is driven by the oppositional nature
of firm value creation, which involves reciprocal exchanges and the pursuit of firm goals, and
joint value creation, which involves deep engagements and the pursuit of shared goals. This
tension is paradoxical in nature because firm value creation and joint value creation are
“...contradictory yet interrelated elements that exist simultaneously and persist over time”
(Smith & Lewis, 2011: 382). It is common for partners to pursue both firm value creation and
joint value creation in coopetition (Fernandez et al., 2014; Gnyawali & Park, 2011; Ritala &
Tidstrom, 2014), but the extent to which these two pursuits might enable or undermine each
other has not been systematically addressed.

We contribute to the literature on tension in coopetition (Bengtsson & Kock, 2000;
Gnyawali et al., 2016; Tidstrom et al., 2018) by illuminating the concept of value creation
tension. Scholarly research in coopetition often addresses firm value creation and joint value
creation in a somewhat independent manner (Gnyawali & Ryan Charleton, 2018; Rai, 2016;
Ritala & Hurmelinna-Laukkanen, 2018), yet most coopetition relationships involve
simultaneous pursuit of both. Bridging the dialogues on tension in coopetition (Bengtsson et
al., 2016; Gnyawali et al, 2016; Le Roy & Fernandez, 2015; Raza-Ullah, 2020) and value

creation in coopetition (Gnyawali & Ryan Charleton, 2018; Rai, 2016; Ritala & Hurmelinna-



Laukkanen, 2009;Ritala & Tidstrom, 2014), we unpack value creation tension and highlight its
manifestations through the cognitive, behavioral, and emotional challenges faced by managers.
We also draw from the paradox literature (Lewis, 2000; Smith & Lewis, 2011), to explain how
attempts to resolve, manage, or manipulate value creation tension may reinforce the positives,
leading to virtuous cycles, or negatives, leading to vicious cycles. In so doing, we answer calls
to integrate different aspects of coopetition research (Gernsheimer et al., 2021: 130) and offer
foundations for further study of a critical but underexplored source of tension in coopetition.
The structure of our paper is as follows. In Section 2, we justify our focus on value
creation and lay out key insights regarding firm value creation, which is underpinned by the
resource-based view; and joint value creation, which is underpinned by the relational view. In
Section 3, we explain value creation tension, highlighting how simultaneous pursuit of both
joint value and firm value can undermine partners’ efforts, and lead to cognitive, behavioral,
and emotional challenges for managers. In Section 4, we explain how attempts to resolve,
manage, or manipulate tension may reinforce the positives, leading to virtuous cycles, or
negatives, leading to vicious cycles. In Section 5, we articulate the contribution of our essay,
highlight limitations, lay out avenues for future research, and discuss implications for other
areas of strategic management. Section 6 concludes our essay.
2. Value in Coopetition
As the primary motivation for firm participation in coopetition, value creation is a central tenet
of scholarly research on coopetition (Czakon et al., 2020; Dagnino, 2009; Ritala &
Hurmelinna-Laukkanen, 2018). Value creation in coopetition refers to increasing downstream
benefits or decreasing partner costs (Gnyawali & Ryan Charleton, 2018; Rai, 2016). The
conceptual roots of value creation in interorganizational relationships originate within

cooperative game theory (Brandenburger & Stuart, 1996: 2007; Gans & Ryall, 2017), which



exposes the two mechanisms by which value is generated: raising buyers’ willingness-to-pay
or reducing opportunity costs.

The related concept of value capture (i.e., appropriation of benefits by individual
partners) is a key source of competitive risks and challenges (Bouncken et al., 2020; Gnyawali
& Park, 2009; Lavie, 2007; Ritala & Hurmelinna-Laukkanen, 2018) and is an important aspect
of coopetition (Ritala & Hurmelinna-Laukkanen, 2009; Ritala & Tidstrom, 2014). Prior studies
have juxtaposed value creation with value capture, and exposed challenges and tension between
them (Bouncken et al., 2020; Lavie, 2007; Ritala & Hurmelinna-Laukkanen, 2009; Ritala &
Tidstrom, 2014). Undoubtedly, this tension can be significant in coopetition because value
creation primarily involves cooperative efforts, whereas value capture involves competitive
efforts (Arslan, 2018; Kumar, 2011; Lavie 2007; Ritala & Hurmelinna-Laukkanen, 2009).

Our essay focuses on value creation and sets aside value capture for two reasons. First,
while the tension between value creation (generally viewed as cooperative) and value capture
(generally viewed as competitive) has received considerable attention, we know much less
about opposing elements within value creation, and how these might impact wider coopetition
interactions. Research has articulated that cooperation and competition are paradoxical and
may generate tension (e.g. Chen, 2008; Gnyawali et al, 2016), but the paradoxical nature of
value creation itself is less understood. Second, value creation is the main reason for
coopetition participation (Czakon et al., 2020; Gnyawali & Park, 2011; Gnyawali & Ryan-
Charleton, 2018) and, throughout the partnership, firms must navigate creating value together
(joint value creation) and creating value individually (firm value creation). This presents its
own tension and associated challenges, which are poorly understood and which are the focus

of this essay.



2.1 Value Creation in Coopetition

Two related, but distinct sources of value creation in cooperative relationships involve partners
use of cooperative relationships(1) to enhance their own individual resource bases and (2) to
combine resources in pursuit of mutual benefit (Das & Teng, 2000b: 37). In the coopetition
literature, these value creation sources have become known as firm value creation and joint
value creation (Bouncken et al., 2020; Gnyawali & Ryan Charleton, 2018). Key insights
regarding firm value creation and joint value creation, as well as the distinction between them,

are discussed below and summarized in Table 1.

2.2 Firm Value Creation
Firm value creation refers to benefit or cost improvements achieved by individual partners as
a result of knowledge and resources accessed through coopetition (Gnyawali & Ryan
Charleton, 2018). Instead of working together on joint development, firm value creation
involves leveraging shared resources for internal use (Gnyawali & Ryan Charleton, 2018) or
building on partners’ valuable resources for internal use (e.g., Grant & Baden-Fuller, 2004;
Hamel, 1991; Inkpen & Tsang, 2007). In both situations, emphasis is on individual firm efforts
(such as knowledge recombination and application) to build on what has been developed or
acquired through the partnership. Theoretical roots of firm value creation lie primarily in the
resource-based view, and the related knowledge-based perspective, which highlight how value
creation occurs when resources are productively developed and used (Das & Teng, 2000a;
Grant, 1996a: 1996b).

Firm value creation occurs when a partner combines accrued resources from coopetition

with its own internal resources (Gnyawali & Ryan Charleton, 2018; Lavie, 2006), or with the



resources of a different partner in the alliance portfolio (Gulati, 1999; Wassmer, 2010).
Examples include acquisition of new knowledge and skills (Grant & Baden-Fuller, 2004; Kale
& Singh, 2007; Schreiner et al., 2009), routines for engaging with other partners (Dyer &
Hatch, 2006; Zheng & Yang, 2015; Zollo et al., 2002), or technical expertise (Gnyawali &
Park, 2011; Hamel, 1991) as well as increases in reputation and status (Das et al., 1998; Stuart,
2000). In coopetition, firm value creation occurs against a competitive backdrop (e.g.,
Gnyawali & Park, 2011; Ritala & Hurmelinna-Laukkanen, 2009). The case of TiVo’s alliances
within the TV ecosystem is an illustration of firm value creation through coopetition
relationships, whereby knowledge and resources TiVo obtained from its partners enabled it to
create unique value for itself and disrupt the Digital Video Recorder ecosystem (Ansari et al.,
2016).

Firm value creation is built on reciprocal exchanges between partners, where each
partner helps (or facilitates) the achievement of individual goals by the other. It need not
involve coordinated joint actions but, instead, involves solidarity between partners whereby
each partner prioritizes the other’s best interests, provided that they don’t occur at one’s own
expense (Castafier & Oliveira, 2020; Ring & Van de Ven, 1994). Naturally, one partner’s
collaboration is contingent on an expectation of reciprocation by the other (Parkhe, 1993; Ritala
& Hurmelinna-Laukkanen, 2009). If reciprocated, these efforts can fuel firm value creation
potential for both sides, motivating partners “...to find means to obtain the appropriate balance
between knowledge sharing and knowledge protection.” (Li et al., 2012: 1191).

As it often centers on access to and acquisition of knowledge (e.g., Estrada & Dong,
2020; Park et al., 2014; Ritala & Tidstrom, 2014), literature on learning races is instructive
regarding the rivalrous dynamics and defining features of firm value creation. Learning races
(e.g., Hamel, 1991; Khanna et al., 1998) involve partners accessing knowledge from each

other, both with the goal of becoming stronger in the same end-markets. In Hamel’s (1991)



study, for example, a divisional VP explained: “A year and a half into the deal I understood
what it was all about... It took me that long to see that [our partner] was preparing a platform
to come into all our markets.” In learning races, each partner strives to be first to learn from
the other, so they can shut down the other’s access to knowledge and resources'. Knowing this,
each firm wishes to avoid being the laggard and strives to outlearn the other. Thus, a learning
race unfolds.

As an illustration of an exchange focused on firm value creation, consider Ritala and
Tidstrom’s (2014) case study of the Swedish steel company, Steeltra, who pursued coopetition
relationships with three other steel industry participants. Steeltra’s relationships involved “...
buying certain production items... activities related to deliveries, production, and marketing...
[and] access to Steeltra’s sales network...” (2014: 504). Reciprocal exchange and sharing of
resources allowed participants to create firm value via internal efficiencies (e.g., Steeltra and
Trafin shared a sales representative in Russia) and competitive positioning (e.g., Santtolo was
given access to Steeltra’s sales network in Norway and Sweden). However, ultimately, the
potentially rivalrous aspect of these relationships led Steeltra to reverse their initial decision to
open up its Scandinavian sales network to partners; choosing instead to focus on a more
competitive downstream approach and protect their advantage in this area.

2.3 Joint Value Creation

Joint value creation, in contrast, involves deep cooperative engagements towards shared goals,
leading to benefits that cannot be generated alone (Dyer & Singh, 1998; Gnyawali & Ryan
Charleton, 2018). Joint value creation in coopetition refers to benefit or cost improvements as
a result of sustained shared contributions to common goals. The theoretical basis for joint value

creation lies in the relational view, which emphasizes the resource cospecialization and joint

0Once the firm has completed its learning, it has no incentive to incur the costs of remaining in the coopetition
relationship or allowing the partner possible access to its own valuable resources (Khanna et al., 1998).
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cost minimization rationales for value creation in interorganizational relationships (Dyer &
Singh, 1998; Dyer et al., 2018). Sources of joint value creation include relation-specific assets,
knowledge-sharing routines, complementary resources, and effective governance (Dyer &
Singh, 1998; Dyer et al., 2018). Exemplar cases involving joint value creation include the
Renault-Nissan alliance formed in 1999, which centered on partners’ joint efforts to build a
common platform for electric vehicles (Segrestin, 2005).

A key contributor to joint value creation is deep cooperative engagements among
partners, which leads to mutual commitment, specialized investments, and shared
implementation of common goals (Castafier & Oliveira, 2020; Dyer & Singh, 1998; Gulati et
al., 2012;). Creating joint value from combined, relation-specific assets requires trust and
shared faith between partners to ensure that they remain committed to each other until
nonrecoverable investments are realized (Khanna, 1998; Segrestin, 2005). Similarly, effective
governance can create value over time by lowering the coopetition partners’ costs, but only
when trust, shared norms, and social relations are developed among partners (Cao & Lumineau,
2015; Carson et al., 2006).

For these reasons, it is important for joint value creation that partners refrain from, or
limit, individualistic behaviors (Arslan, 2018; Khanna et al., 1998; Kumar, 2010).
Individualistic behaviors may lead partners to take actions which jeopardize joint value
creation, such as overprotecting or overmonitoring their resources (Arslan, 2018), limiting the
scope of joint activities (Oxley & Sampson, 2004), or constraining resource exchange (Lavie,
2006). For example, when partners in the Alphabus joint venture, TAS and Astrium, prioritized
firm value creation by leveraging their individual satellites (despite stated commitments to joint
value creation), this reduced potential joint value creation from the shared project (Fernandez

etal., 2014).



3. Value Creation Tension in Coopetition

As noted, the focus on juxtaposing value creation and value capture in prior coopetition
literature has left somewhat of a vacuum regarding tension within value creation. Tension
refers to strain experienced by partners in coopetition (Das & Teng, 2000a; Gnyawali et al.,
2016) and value creation tension refers to strain stemming from efforts to pursue both firm
value creation and joint value creation. The tension manifests through contradictions between
the two different orientations: efforts to pursue joint value creation undermine efforts to pursue
firm value creation and vice versa. The finite nature of resources means that, past a certain
point, efforts to push joint value creation will occur at the expense of firm value creation, and
vice versa. This is observable through four contradictions between the theoretical foundations
of the two different orientations: the resource-based view (firm value creation) and the
relational view (joint value creation).

First, tension occurs because firm value creation and joint value creation pull resources
in opposing directions in efforts to generate value. Pursuit of firm value creation increases the
risks associated with investing in cospecialized assets, which is a key determinant of joint value
creation (Dyer & Singh, 1998; Dyer et al., 2018). Firm value creation involves maximizing
one’s own internal resources (Hamel, 1991; Kale & Singh, 2007), which is at odds with the
open and sharing approach necessary for cospecialized investments which would yield
complementarities between partners’ resource sets (Dyer & Singh, 1998). In order for resources
to be combined in the complementary manner necessary for joint value creation, factors
contributing to firm value creation, such as knowledge tacitness and complexity (Dierickx &
Cool, 1989; Lippman & Rumelt, 1982), would have to be relaxed.

Second, as evidenced by insights from the literature on learning races (Khanna et al.,
1998; Khanna, 1998; Hamel, 1991), firm value creation often involves a rivalrous undercurrent

(e.g., Bouncken et al., 2020; Ritala & Hurmelinna-Laukkanen, 2009; Ritala & Tidstrom, 2014)



which could undermine joint value creation (Arslan, 2018). From a joint value creation
perspective, “...an effective strategy... may be for firms to systematically share valuable know-
how with alliance partners (and willingly accept some spillover to competitors)...” (Dyer &
Singh, 1998: 675). Yet this depends on a mutual commitment to joint value creation, which
would be undermined if one partner emphasizes protectiveness, or attempts to pursue a narrow
definition of firm value creation (such as maximizing inflows and while minimizing outflows).

Third, and relatedly, joint knowledge sharing routines (a key determinant of joint value
creation) are also undermined by firm value creation because a focus on private learning (e.g.,
Inkpen, 2000; Grant & Baden-Fuller, 2004) inhibits development and use of such routines.
Knowledge sharing routines are built when partners “...get to know each other well...” and
accumulate partner-specific absorptive capacity (Dyer & Singh, 1998: 665). However, a focus
on firm value creation outcomes, such as acquiring knowledge and winning the learning race,
means that partners are likely to regard each other with suspicion and distrust. Because firm
value creation occurs in a competitive context within coopetition, this suspicion and distrust
could be stronger in coopetition than non-coopetition relationships (Gnyawali & Ryan
Charleton, 2018) and may prevent joint knowledge sharing routines from developing.

Fourth, when partners pursue both firm value creation and joint value creation,
efficiencies due to scale and scope are less likely to occur. The split of efforts and attention
between joint and private learning, and between combining and protecting resources, limit
partners’ reaping of the benefits of doing either efficiently. Indeed, isolating mechanisms such
as causal ambiguity and asset interconnectedness (Barney, 1991; Dierickx & Cool, 1989), that
are necessary to sustain joint value creation (Dyer & Singh, 1998) are not the same as—and
often at odds with—those sustaining firm value creation. For example, resource indivisibility

is important for joint value creation (Dyer & Singh, 1998) but, for firm value creation, it is
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necessary that one partner’s resources are easily separated, thus enabling them to be transferred
across firm boundaries and repurposed for private uses (e.g., Lavie, 2006).

As a result of value creation tension at the partnering firm level, individual managers
also face cognitive, emotional, and behavioral challenges as they grapple with the contradictory
demands of firm value creation and joint value creation. The tension between joint value
creation and firm value creation is paradoxical in nature because firm value creation and joint
value creation are “...contradictory yet interrelated elements that exist simultaneously and
persist over time” (Smith & Lewis, 2011: 382). Tension in coopetition becomes salient through
managerial experiences (Gnyawali et al., 2016; Lundgren-Henriksson & Kock, 2016; Raza-
Ullah, 2020) and scholars have emphasized cognitive and behavioral (Gnyawali et al., 2016)
as well as emotional (Raza-Ullah, 2020) challenges for managers due to tension in coopetition.

From a cognitive perspective, the concurrent pursuit of firm value creation and joint
value creation manifests through ‘role conflicts’ faced by managers. Role conflicts involve
“people having different opinions about how tasks should be carried out” (Tidstrom, 2014:
262). Role conflicts emerge from value creation tension because managers would be expected
to pursue shared goals and cooperate deeply with their counterparts and, at the same time,

13

extract resources and knowledge to pursue individual goals. This results in “...cognitive
difficulty [for managers]... when they pursue multiple and simultaneous contradictory
demands ...” (Raza-Ullah, 2020: 14). Le Roy and Fernandez (2015: 14) note that managing
paradoxical tension “...requires high cognitive capabilities that are difficult to acquire and
develop...” and Smith and Tushman (2005: 523) argue that processing such tension would
require “managerial frames and processes that recognize and embrace contradiction.”

Value creation tension also creates managerial challenges due to the two different

behavioral approaches required: reciprocity to facilitate individual goals versus deep

cooperation towards shared goals. The former refers to helping each other achieve some
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individual aims (Castafier & Oliveira, 2020) with limited or no coordinated joint actions
between partners. It involves solidarity, whereby each partner prioritizes the other’s best
interests, provided they don’t occur at one’s own expense (Castafier & Oliveira, 2020; Ring &
Van de Ven, 1994). In contrast, deep engagements towards shared goals refers to a united
approach based on mutuality and involving the shared development and implementation of
common objectives (Dyer & Singh, 1998). When pursuing joint value creation, individualistic
behaviors could jeopardize partners’ unity and undermine shared development efforts (Arslan,
2018; Khanna et al., 1998; Kumar, 2010). Given the focus on their own firm value creation
efforts, a managing director interviewed by Tidstrom (2014: 266) noted “...it was hard to
convince the employees of the benefits of sharing drawing with other companies.” This
reinforces Le Roy and Fernandez’s concerns that, absent high cognitive capabilities, managers
faced with tension in coopetition “...can behave either too competitively or too cooperatively.”
(2015: 14)

The concurrent pursuit of firm value creation and joint value creation also leads to the
amalgamation of intense positive and negative emotions, which exacerbates the emotionally
charged and challenging nature of coopetition (Raza-Ullah et al., 2020). Positive emotions
might include a sense of social belonging while nurturing deep engagements and joint value
creation (e.g., Lundgren-Henriksson & Kock, 2016); whereas negative emotions of suspicion
and distrust may arise from concurrently pursuing firm value creation. Specific ways that
emotional challenges could manifest through the amalgamation of such emotions include
“...anxious feelings, nervousness, and frustration”, and “...guilt, stress, skepticism, confusion,
and fear...” experienced by managers (Lundgren-Henriksson & Kock, 2016: 25-27). The
combination of intense emotions at different extremes may impede sensemaking (Maitlis &
Sonenshein, 2010) and hinder constructive efforts in coopetition (Lundgren-Henriksson &

Kock, 2016; Raza-Ullah et al., 2020).
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4. Virtuous and Vicious Cycles

After becoming aware of the manifestations of value creation tension, managers may make
attempts to resolve, manage, or manipulate the tension (Das & Teng, 2000a; Gnyawali et al.,
2016). Indeed, two firms with the same starting point may go through different paths depending
on how they attempt to handle value creation tension. Management of tension can trigger
positive or negative outcomes for coopetition partners (Gnyawali et al., 2016), and subsequent
behaviors can fuel reinforcing cycles of positives or negatives (e.g., Lewis, 2000). A
reinforcing cycle of positives spurs a virtuous cycle of value creation while a reinforcing cycle
of negatives spurs a vicious cycle. The latter would jeopardize value creation and could even
lead to value destruction depending on the extent of tension and how it is handled. In Figure 1,
we lay out these two extremes, drawing on Smith and Lewis’ conceptualization of virtuous and
vicious cycles (2011: 391). In Table 2, we articulate relevant mechanisms, managerial
manifestations, and consequences for partnering firms of virtuous and vicious cycles in

coopetition. Below, we elaborate on these situations and provide practical illustrations.

4.1 Virtuous Cycle

A virtuous cycle refers to a reinforcing upward trajectory through positive synergies among
mutually supporting elements (Smith & Lewis, 2011). A positive synergy is akin to the notion
of complementarity, whereby one element raises the value of another element, resulting in a
situation where the combination is worth more than the sum of the parts. Virtuous cycles are
perpetuated as positive synergies get reinforced over time (Lewis, 2000). As noted in Table 2,
virtuous cycles may develop when managers are capable of achieving paradoxical cognition

(Smith & Lewis, 2011;Smith & Tushman, 2005), which can be harnessed to derive benefits
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from tensions in coopetition (Bengtsson et al., 2020). Paradoxical cognition refers to a mental
representation that recognizes and sees the merit in the pursuit of contradictory opposites
(Smith & Lewis, 2011), such as firm value creation and joint value creation. In turn,
paradoxical cognition sets the stage for constructive emotions and behaviors, such as emotional
calmness and equanimity, which are critical in order to deal with the opposites (Raza-Ullah,
2020).

Returning to the two paths for creating value (Bowman & Ambrosini, 2000;
Brandenburger & Stuart, 1996), there are two possible triggers for a virtuous cycle of value
creation. These involve partnering firms organizing their response to tension so that (1) an
element of joint (firm) value creation increases the benefits available from a different element
of firm (joint) value creation; or so that (2) an element of joint (firm) value creation decreases
the costs of a different element of firm (joint) value creation.

Consider the example of the S-LCD joint venture (JV) that Sony and Samsung created
in 2004 to develop 7" generation LCD-TV panel technology (Gnyawali & Park, 2011).
Samsung and Sony were “fierce industry rivals with killer instincts to succeed—often at each
other's expense. Still, they have pulled off one of the most interesting and fruitful collaborations
in global high-tech...an alliance that is reshaping the industry” (Bloomberg, 2006). When the
JV was announced, both firms faced considerable tension. The joint efforts to create the LCD-
panel technology were threatened by each firm’s intra-alliance efforts to create firm value, as
Samsung sought to glean Sony’s expertise about engineering televisions, while Sony pursued
Samsung’s knowledge regarding LCD electronics (Gnyawali & Park, 2011). Sony was labeled
as a “traitor” by Japanese media, which led to emotional strain. Further adding to the strain was
the fact that managers of both firms were required to work collaboratively with a fierce rival
to create joint value, while experiencing cognitive strain due to fear of losing secrets to each

other (Dvorak & Ramstad, 2006). Behavioral challenges arose when each company tried to
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strategize and outcompete each other through unilateral actions aimed at the same downstream
markets.

Nonetheless, while Samsung and Sony faced tension which manifested through
cognitive, emotional, and behavioral strain, they were able to see the merit of working together
so that each might generate joint value and firm value from the endeavors. Both firms’
individual LCD-TV ranges relied on the jointly developed LCD panel technology, while the
firms’ individual usage of the LCD technology and learning opportunities helped to accelerate
their joint efforts. Alongside their pursuit of joint value, each firm utilized the relationship to
expand their individual technological competence, fueling firm value creation through the
development of their own LCD-TV ranges. Chang (2008: 8) argues that “Samsung’s leading
LCD technology and Sony’s expertise in product development helped both companies gain
competitive advantage against their rivals.” The joint value achieved through development of
LCD technology panels and establishing LCD as the technological standard for flat-screen TV
led the partners make additional commitments for the 8" generation technology (Gnyawali &
Park, 2011). Over time, these joint investments enabled both firms to acquire knowledge and
create further firm value from the relationship, reinforcing the positives of the relationship.
4.2 Vicious Cycle
A vicious cycle refers to a reinforcing downward trajectory for overall value creation through
negative synergies among mutually opposing elements (Smith & Lewis, 2011). The paradox
literature suggests that a vicious cycle stems from “cognitive and behavioral forces for
consistency, emotional anxiety and defensiveness, and organizational forces for inertia” (Smith
& Lewis, 2011: 391). As noted in Table 2, roots of a vicious cycle in coopetition exist in the
mental representation that views a competitor-partner as a serious problem to avoid; high

emotional anxiety of managers as they work with competitor-partner; and behaviors that are
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defensive and emphasize self-interest. Once a vicious cycle begins, the perpetuation of such
behaviors can reinforce a downward spiral.

The two paths to a vicious cycle are the antithesis of those outlined in relation to a
virtuous cycle. They involve partnering firms organizing their response to tension so that (1)
one element of joint (firm) value creation decreases the benefits available from a different
element of firm (joint) value creation; or (2) one element of joint (firm) value creation increases
the costs of a different element of firm (joint) value creation.

In the2009 partnership between Volkswagen and Suzuki, for example, joint value
creation efforts centered around the development and sale of small diesel cars for India (WSJ,
2009). At the same time, both firms recognized firm value creation opportunities: “..Suzuki
would gain access to next generation, fuel-efficient powertrain technologies and advanced
markets while VW would get help tapping India and learn low-cost manufacturing.”
(Automotive News, 2015). Pursuing both joint value creation and firm value creation led to
tension, manifesting through managers’ cognition, behavior, and emotion. According to a
Suzuki spokesman, Volkswagen reneged on an initial commitment to share proprietary
technology and data; while VVolkswagen expressed discontent that Suzuki was not committing
necessary manpower to joint efforts (Automotive News, 2015). In the face of tension, rather
than accept and learn to live with the challenges, both firms sought ‘yes or no’ commitments,
without recognizing the merit of holding both cognitive perspectives simultaneously.
Behaviors undertaken by both firms exacerbated the tensions. In early 2011, Suzuki presented
Volkswagen with a list of complaints regarding the alliance, to which Volkswagen CEO,
Martin Winterkorn, reacted angrily by “pounding the table” (Automotive News, 2015). The
possibility for deep engagements were further undermined by individualistic firm moves —
Suzuki purchased engines from Fiat (a major Volkswagen rival) (FirstPost, 2011), while

Volkswagen snubbed a deal to bring Suzuki’s A-Star model to Europe, even though Suzuki
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had invested considerable time in the project. Anger, mutual distrust, and suspicion were
allowed to foster, leading a Suzuki executive to tell his Volkswagen counterpart that “...the
alliance is meaningless... Our engincers have lost the desire to cooperate with VW... We
understand it is impossible to work with top management to resolve the front-line problems”
(Automotive News, 2015). The partnership was finally dissolved in 2016, following four years
of costly arbitration (WSJ, 2016).

Importantly, even virtuous cycles can turn into vicious cycles unless continuous efforts
are made to respond to tension by embracing the opposites, as outlined in Table 2 (Smith &
Lewis, 2011). Embracing the tension, and retaining an integrative mindset, are important for
sustaining a virtuous cycle (Smith & Lewis, 2011). As the S-LCD venture progressed, for
example, and in contrast to their initial efforts to manage the tension constructively, both Sony
and Samsung took actions which exacerbated these tensions. While the S-LCD JV was thriving,
these actions included Samsung privately establishing its own plant for developing 7
generation LCD-TV panels (a firm value creation move which exaggerated tension with Sony).
Sony was ahead of Samsung in TV market share in early 2006, but Samsung then “surged past
Sony in overall sales of TVs...” (WSJ, 2011). Two years later, Sony teamed up with Sharp for
a 10" generation LCD plant and, soon after, Sony partnered with other Japanese firms for
OLED technology (these firm value creation efforts also exaggerated tension with Samsung).
Samsung’s establishment of a wholly-owned rival LCD plant and Sony’s partnering with Sharp
led to mutual discontent with each other’s attitudes and behaviors, likely increased the cost of
knowledge protection and monitoring, and gave rise to on-going suspicion of each other. These
unilateral actions took little notice of the interdependence between firm and joint value
creation, and possibly planted the seed for the start of a vicious cycle that led to the
partnership’s eventual demise (Sony sold its stake in S-LCD to Samsung at the end of 2011,

WSJ, 2011)
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5. Contribution, Limitations and A Research Agenda

While value creation is essential to achieve and maintain competitive advantage, and
coopetition offers a unique way to create value via interorganizational relationships, the
paradoxical nature of coopetition leads to tension which makes value creation challenging and
intriguing. Much of the current literature has examined tension arising from the simultaneity
of competition and cooperation, but we know little about tension arising from the simultaneous
pursuit of firm value creation and joint value creation. This gap is important because, even
though tension between value creation and value capture has received attention, less is known
about the opposing elements within value creation, and how they might impact wider
coopetition outcomes.

During a coopetition partnership, firms navigate creating value together (joint value
creation) and creating value individually (firm value creation) (Czakon et al., 2020; Gnyawali
& Park, 2011; Gnyawali & Ryan-Charleton, 2018). This presents its own challenges and results
in tension, which is poorly understood and has been the focus of this essay. We have taken
preliminary steps to unpack value creation tension, which occurs due to simultaneous efforts
to pursue firm value creation and joint value creation in coopetition; and results in cognitive,
behavioral, and emotional challenges for managers. Attempts to manage the tensioncan trigger
positive outcomes or negative outcomes, and we have also suggested that subsequent behaviors
can reinforce the positives (leading to virtuous cycles) or negatives (leading to vicious cycles).

Our primary contribution is to the literature on tension in coopetition (Bengtsson &
Kock, 2000; Gnyawali et al., 2016; Tidstrom et al., 2018). The coopetition literature often
addresses firm value creation and joint value creation in an independent way (Gnyawali &
Ryan Charleton, 2018; Rai, 2016; Ritala & Hurmelinna-Laukkanen, 2018), yet most
coopetition relationships involve simultaneous pursuit of both. Building on and integrating the

existing literature on tension in coopetition with literature on value creation, we isolate and
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unpack the concept of value creation tension, and explore its consequences at the level of the
partnering firm and individual manager. Drawing on the paradox literature (Lewis, 2000; Smith
& Lewis, 2011), we also discuss how attempts to resolve, manage, or manipulate tension may
leading to virtuous and vicious cycles. This establishes a theoretical basis for deepening our
understanding of an important and underexplored tension in coopetition.

There are several limitations to our approach which also provide opportunities for
further research. We have written this essay to spark a conversation regarding the complexities
of value creation tension and, therefore, our essay might raise more questions than it answers.
There are many promising opportunities to advance our understanding of value creation tension
and its implications. For instance, it is beyond the scope of one essay to comprehensively
connect firm tension to manager tension in coopetition. In addition, because we have focused
on just one aspect of generating positive results from coopetition, there is work required to
integrate the concepts highlighted here with other areas in the coopetition literature which are
more developed. In the following section, we suggest five promising avenues for further
research.

5.1 Future Research Agenda

First, although we have drawn insights from the resource-based view (Barney, 1991; Lavie,
2006) and the relational view (Dyer & Singh, 1998), and taken preliminary steps to integrate
them with the paradox perspective (Lewis, 2000; Smith & Lewis, 2011), further analysis is
needed to reconcile these theoretical explanations, leading to a cohesive view of value creation
tension. In combination, the resource-based view and the relational view offer quite concrete
arguments about tension between firm value creation and joint value creation due to differences
in how resources are organized, resource advantages due to scale and scope, and isolating
mechanisms, among other factors (Dyer & Singh, 1998; Lavie, 2006). However, the paradox

literature offers insights at a more abstract level regarding paradoxical cognition (Smith
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&Tushman, 2005) and associated benefits of emotional calmness (Raza-Ullah, 2020),
equanimity, and synergistic integration of opposites (Chen, 2008; Gnyawali et al.,
2016).Because the resource-based view and the relational view are most commonly applied at
the firm level, whereas paradox emphasizes the cognition, behavior and emotion of individual
managers, there are promising opportunities to interweave these perspectives and expose a
more comprehensive view. In what ways can the paradoxical cognition of managers outweigh
the firm tradeoffs suggested by resource-based theory and the relational view? Under what
conditions, will managers’ cognitive, emotional and behavioral responses outweigh firm
tradeoffs? How might paradoxical cognition be leveraged by individual managers to manage
value creation tension associated with knowledge-based resources? Outside of knowledge-
based resources, what other contingencies would moderate the impact of paradoxical cognition
on value creation? Addressing these and related questions may provide a more nuanced view
of value creation tension in coopetition and contribute to the broader interorganizational
relationships literature, where variants of these issues also exist.

Second, in Table 2, we draw from the paradox literature to articulate manifestations,
mechanisms and consequences of virtuous and vicious cycles. Our insights have laid some
groundwork but require further development, so we encourage researchers to expand, refine,
and empirically test these ideas. Examination of factors that facilitate or obstruct the realization
of particular value creation outcomes will be useful, given the absence of theoretical
reconciliation (as noted above) between the resource-based and relational views, on one hand,
and the paradox literature, on the other. To advance this line of inquiry, we lay out a few key
questions that deserve further inquiry. Can value creation pursuits be separated in the same
fashion as firms separate competition and cooperation (e.g., Bengtsson & Kock, 2000: 2014)?
We suspect not, given that some aspects of firm value creation and joint value creation are

mutually reinforcing (Gnyawali & Ryan Charleton, 2018), but this requires further theorizing
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and investigation. Which aspects of value creation exhibit positive and negative synergies? To
what extent do contextual contingencies alter the tension among different value creation
pursuits? Which capabilities can help to mitigate value tension? How can partnering firms
maintain virtuous cycles and break vicious cycles? More broadly, a systematic examination of
factors that can trigger a new cycle, or neutralize an existing cycle, will add to our
understanding of value creation in coopetition.

Third, building on these ideas, researchers could also delve into root causes of virtuous
and vicious cycles and identify ways of encouraging or attenuating these causes. For instance,
the coopetition literature has emphasized the development of unique capabilities in order to
manage paradoxical tension (Gnyawali et al, 2016; Raza-Ullah, 2020). Such capabilities could
help create and maintain a virtuous cycle, or detect and fix signs of a vicious cycle (Smith &
Lewis, 2011). Costs of a vicious cycle are high, potentially extending to value destruction
(Gnyawali & Ryan Charleton, 2018), underscoring the need to address and correct negative
manifestations of cognitive, emotional, and behavioral factors (Table 2) as they appear. In some
situations, partners may screen the relationship, identify destructive behaviors and intents, and
take steps to break a cycle (Smith & Lewis, 2011). However, in other situations, it may be more
efficient to dissolve the relationship, particularly if engrained behaviors prove difficult to
unravel. It might also be that partners have rather different interpretations of the situation. (For
instance, towards the end of the Suzuki-Volkswagen partnership, Suzuki wanted to withdraw
but Volkswagen wanted to persist (Automotive News, 2015).) To the extent that further
research can distinguish between situations worth persisting with versus those requiring
dissolution, there are opportunities to enlighten both scholarly understanding and managerial
decision-making.

Fourth, because value destruction is never far away in coopetition (Gnyawali & Ryan

Charleton, 2018; Park & Russo, 1996; Raza-Ullah, 2018), and given the earlier discussion
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concerning vicious cycles, exploring value destruction more deeply can yield insights about
negative outcomes from coopetition (e.g., Park & Ungson, 2001) and how they can be avoided.
It appears that there are three ways in which value destruction might occur due to a vicious
cycle. One, value destruction might occur in a literal sense, in that pre-existing value may be
destructed. For example, a partner might enter a coopetition relationship with some rare and
valuable knowledge which is jeopardized due to value creation tension, undermining its value
or rarity. Two, value destruction might occur when an alliance fails to reach its potential
(Agarwal et al., 2010) or falls behind competing alliances due to suboptimal achievements. In
this situation, even despite a net positive effect, potential gains may not be fully realized
(Fernandez et al., 2014) and partners’ overall competitive standing may be weakened
(Gnyawali & Ryan Charleton, 2018; Hamel, 1991). Three, value destruction may occur due to
opportunity costs (Greve et al., 2013), where a partner misses out on a superior alternative
option, even if a coopetition relationship itself leads to value creation. Value destruction is
somewhat of an umbrella term (Gnyawali & Ryan Charleton, 2018), so it will be helpful to
precisely distinguish each of these possibilities and articulate linkages with value creation
tension and vicious cycles. To support these efforts, it will also be beneficial to find new
measures (or adapt existing measures) of value destruction. Event studies have been a popular
approach for measuring partnership outcomes, but because they capture expected value
creation instead of actual value creation, and because expected value creation might be subject
to an optimism bias, this approach has limitations for measuring value destruction. Survey-
based measures (Bouncken et al., 2019; Ritala, 2012) to assess the extent of value creation or
destruction might be quite helpful. Further, in-depth case studies of coopetition relationships,
whether through observations and manager interviews, or through archival historical data, can

help develop a deeper understanding of value destruction.
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Fifth, while our essay concentrates on coopetition relationships, we suggest that value
creation tension has implications across a spectrum of interorganizational relationships. The
competitive context underpinning coopetition makes value tension quite complex and intense,
but value creation tension is not limited to coopetition. Costs and challenges of pursuing firm
value creation and joint value creation simultaneously are likely to manifest in most forms of
interorganizational relationships. Moreover, because cognitive, behavioral and emotional
forces of value creation tension in coopetition are likely impacted by the subsequent
downstream competition for value capture, studying the impact of value tension in non-
coopetition relationships (i.e., relaxing the level of competition associated with value capture)
might provide cleaner insights about value creation tension with less confounding influences.
We encourage scholars studying other forms of interorganizational relationships, such as
strategic alliances, joint ventures, buyer—supplier agreements, and cross-sector partnerships, to
build on the conceptual points we have articulated and to examine how value creation tension
might occur and manifest in interorganizational relationships other than coopetition.

6. Conclusion

The coopetition literature has thus far emphasized tension due to the existence of
simultaneous competition and cooperation. We identify and unpack a distinct and important
tension—value creation tension—that arises due to firm value creation and joint value creation
in coopetition. By exposing the opposing elements and managerial challenges associated with
simultaneously pursuing firm value creation and joint value creation, we bridge the
conversations on tension and value creation in coopetition. We also explain how attempts to
resolve, manage, or manipulate value creation tension may reinforce the positive outcomes,
leading to virtuous cycles, or negative outcomes, leading to vicious cycles. Overall, by
developing and unpacking value creation tension, we offer foundations for addressing an

important tension in coopetition, which has received scant scholarly attention to date.
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FIGURES AND TABLES

Figure 1: Value Creation Tension, Virtuous Cycles, and Vicious Cycles in Coopetition
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Table 1: Distinguishing Firm Value Creation and Joint Value Creation

Firm Value Creation

Joint Value Creation

Definition Benefit or cost improvements Benefit or cost improvements as
achieved by individual partnersasa | a result of sustained shared
result of knowledge and resources contributions to common goals.
accessed through coopetition.

Primary Resource-based view Relational view

Theoretical

Basis

Key Sources of
Value

Build on the firm’s portion of
appropriated joint value and combine
acquired resources with own internal
resources, or those of a different
partner in the alliance portfolio.

Relation-specific assets,
knowledge-sharing routines,
complementary resources, and
effective governance.

access knowledge and resources
necessary for their individual goals.

Nature of Partners voluntarily help each other | Partners work together closely
Engagement achieve individual aims through to jointly implement common
reciprocal exchanges. Solidarity goals. Joint value is maximized
between partners facilitates each through deep cooperation which
partner prioritizing the other’s best enables trust and shared faith
interests, provided it does not occur | between partners.
at one’s own expense.
Ilustrative TiVo’s relationships within the TV Renault-Nissan partnership to
Exemplar ecosystem, which helped them to build a common platform for

electric vehicles.
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Table 2: Virtuous and Vicious Cycles of Value Creation in Coopetition

Virtuous Cycle

Vicious Cycle

A reinforcing upward trajectory for

A reinforcing downward

Manifestations

merit of opposites. Thriving in
paradox.

e Emotional: Calmness, evenness,
equanimity. Holding and
managing opposing emotions.

e Behavioral: Acceptance of and
engagement with behavioral
complexity.

Definition overall value creation through trajectory for overall value
positive synergies among mutually creation through negative
supporting elements. synergies among mutually

opposing elements
e Paradoxical cognition. e Avoidance of, or rejection
Recognition and acceptance of of, tension.
Mechanisms Fepsion inherent in the opposites: ° Separation_of firm a_nd joint
joint and firm value creation. value creation, or failure to
e Fostering of mutuality between see them as interdependent.
partners. e Viewing opposites as
e Integration of differences and inherently irreconcilable.
opposites to develop creative
solutions.
e Cognitive: Mental representation | @ Cognitive: Mental
. that recognizes and embraces the representation viewing
Managerial

opposites as problematic, to
be avoided. Consistency
seeking. Denial of
alternative views.

e Emotional: Emotional
anxiety, unable to hold
opposite emotions.
Emotional defensiveness.

e Behavioral: Opposite
avoidance, defensiveness,
inaction, single choice.

Consequences for
Partnering Firms

e Motivation to tackle complex,
ambitious firm and joint value
creation projects.

e Judicious sharing of knowledge
and expertise.

e Complementary cycle between
firm benefits and joint benefits.

e Avoidance of major or risky
value creation undertakings.

e Resource commitment
constraints.

e Value destruction
(individually and/or
collectively).
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