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Abstract

A majority of the existing research within the mess network approach is focused on cooperation
and relationships between buyers and sellers. Citopeand cooperation between competitors
have not been studies to the same extent, althousjhess markets consist of different types of
interorganizational cooperation and competitionefBhis an inbound tension in cooperative
arrangements between competitors. This may leadnflicts in the cooperation. Therefore conflict
management is an important issue in these kintsigihess relationships. Conflicts are also scarcely
researched within the business network approachhendombination of cooperation between
competitors and conflicts is therefore novel.

The purpose of the study is to increase our unaledgig about conflict management in cooperation
between competitors. The focus lies on exploringflei management from a business network
setting. The empirical part of the paper is basethcee case studies of groups of cooperating
competitors from different industries in FinlandeTfindings of the study show that several cordlict
in intercompetitor cooperation have to do with tis& of loosing business to competitors. One
solution for managing these kinds of conflictsasuse formal contracts or other formal strategies.
According to the findings of the study influencerfr third parties is important when it comes to
conflict management. Several conflicts result imia-win outcome, with positive implications for all
actors involved. The findings moreover indicate tha roles played by the actors are essential when
it comes to conflict management in intercompetttmoperation.

The contribution of the paper is twofold. From @ademic perspective the findings of the study
contributes to two areas that are scarcely resedneithin the business network approach:
intercompetitor cooperation and conflict. From anagerial perspective the findings of the study
show different opportunities for managing conflidten cooperating with competitors.
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INTRODUCTION

The complexity of managing cooperation in busimessvorks has been discussed during recent
years. It has been suggested that business netposksmanagerial challenges for the companies
and that there is a need to look closer at them fiaconceptual point of view (Mdéller and Halinen,
1999). Focus has been on the challenges of managoperation on different levels and between
different types of actors. Most of the existinga&xh within the business network approach is based
on companies that are operating on different lewtlsin the same value chain, as a buyer and a
supplier. Intercompetitor cooperation, i.e. cooperabetween companies occupying the same level
within different value chains, has not been studiethe same extent (Bengtsson and Kock, 1999;
Easton and Araujo, 1992).

In cooperation change is always present and thiieolgas give the actors the opportunity to look for
new solutions. New areas of cooperation can impigetitive solutions for companies with the
possibility to look beyond old patterns. Coopenafi@artners give access to new resources important
for your business like market knowledge, competeaceess to products and reputation (Bengtsson
and Kock, 1999). New cooperation partners are @dsbof new networks. Different types of
networks may be beneficial for different purpogdsl{er and Svahn, 2006). Cooperation can be
long-term or on a short-term basis and often beqda project. The base for cooperation is founded
on trust, assumptions and planning (Dwyer, Schodr@h, 1987). One of the problems with trust is
the asymmetry. The base for trust is based upoadtoes past performance as well as their
reputation and the base for it is personal frieqmlahd social bonds. Much of the evaluation of the
other party in a relationship will be based ondbenmitment that is shown. In all cooperation some
kind of adaptation also takes place and it is gooitant indicator of commitment in the relationship
(Hakansson, 1982).

Within the business network approach Waluszewstitd@kansson (2006) argue that trust and
commitment probably are only small issues withimide spectrum of emotions. They write that
conflicting views are more rule than exception. fllots can be considered as natural in
intercompetitor cooperation. While cooperation vatiother company produces benefits it can also
be tricky for companies that do not want to loserwch autonomy (Fey and Beamish, 2000). This
is a reason why conflict is likely in these typésadationships (Van de Ven and Walker, 1984).

As conflicts can be considered as inevitable iarcampetitor cooperation it is important for
competitors to find ways of managing conflict asaturs. An unmanaged or unresolved conflict
may in worst case lead to termination of the coafpen, which seldom is considered as beneficial
with regards to the investments that have been nmettie relationship. There are several different
possibilities for conflict management and each néple may be suitable in different conflict
situations. It is not only the conflict managemtaahnique in itself that is relevant, but also the
changes that occurred in the cooperation aftetetienique has been used.

The purpose of the study is to increase our unaedgtg about conflict management in cooperation
between competitors. The focus lies on exploringfledd management from a business network
setting. The research questions are as followlsoa)can conflicts be managed in intercompetitor
cooperation? And b) what are the implications éfiedent management techniques on the
cooperation? The empirical part of the paper igbam three case studies of groups of cooperating
competitors within different industries in Finland.

The first chapter includes an introduction to thygi¢ of cooperation between competitors and
conflict management. The purpose of the studysis altlined in the same section. Chapter two
consists of a description about previous literaggeeerally related to cooperation in business
networks, intercompetitor cooperation and confii@nagement. The chapter ends with a summary
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and some comments. The third chapter comprisesmétieodology of the study, including choices of
method and cases. The findings of the study aigepted in chapter four. First the findings from
each case are presented and analyzed and thefelifies a comparison between the findings from
the different cases. A framework for conflict maeagent in intercompetitor cooperation is included
in this chapter. Chapter five is titled “discussamd conclusions” and it contains a presentation of
the main findings of the study together with a d&gton about the limitations of the study as well a
suggestions for future research.

INTERCOMPETITOR COOPERATION AND CONFLICT MANAGEMENT
Cooperation in business networks

In today’s business world the importance of coop@ndbecomes more and more important. The
competition increases and companies need to laokelw ways in order to find solutions for current
problems. One of the challenges in business isaioage and exist successfully in the business
networks that you are a part of. Networks oftersen¢ new alternatives, because of the opportunities
of close and intense contact between network adfdosking in a network enables companies to
focus on their core competence and divide the vmarkng the actors (Gadde and Hakansson, 1993).
Within the network each actor needs to focus orelibging and keeping their strength and
competitive advantage, and identifying new waydefeloping the business. Considering new ways
and new cooperation partners can be one way ofownpy your position in the network.

Cooperation in business networks is especiallpau$ within the interaction model presented by
Hakansson (1982). Examples of elements that aheded in the model are: the environment, the
atmosphere as well as different kinds of exchanfes.nature of industrial relationships is also
studied within the business network approach @aglde and Hakansson, 1992; Hakansson and
Snehota, 1995). In all these studies, as well asrgdy within IMP-research, conflict and
competition are not examined to a large degree.

Most of the existing research within these fieklbased on companies that are operating on differen
levels within the same value chain, as a buyeraaswpplier. Intercompetitor cooperation, i.e.
cooperation between companies occupying the saraevéthin different value chains, has not been
studied to the same extent (Bengtsson and Kocl9;1B&ston and Araujo, 1992; Hu and
Korneliussen, 1997; Johnsen and Johnsen, 1998; R892).

“Some of the early writings using the interactiggpeoach seem to have over-emphasised the
closeness and co-operative aspects of businesemnslaips.” (Ford, 1998:8). Holmlund-Rytkdnen
and Strandvik (2003; 2005) also call for more regeavithin the field of issues that may decrease
the strength of business relationships. Althoughaverall nature of an industrial relationship uslto
on cooperation, commitment and trust, there allecstitinuous situation-based changes occurring
within the relationship. Industrial relationship® aot static, but dynamic, and they contain
situations of both harmony and conflict. This doafure of an industrial relationship has been
recognized by a few scholars applying the businessork approach and some of these are:
Axelsson 1995; Ford, Hakansson and Johanson 198&jeézand Hakansson 1993; Hakansson and
Snehota 1995, but there are scarce studies wihilgriéld that thoroughly explore the phenomenon
of conflict.

This study consequently contributes to two scarcedgarched topics within IMP-research: conflicts
and intercompetitor cooperation. This researchigdpowever of interest, because of the increasing
networking activities in our society. Cooperati@artpers phase continuous challenges in their
activities and different kind of networks demantfedent ways of management (Méller and Svahn,
2006).
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In business networks there exists a certain degfreempetition between the companies. Each actor
has to defend its place inside the business netasriell as on the market. In a network, companies
also exist, side by side. Two companies can seéllédsame buyer in a business network. They can
compete as they compete for a share of the sanetar another situation, they can cooperate
because of scarce resources. They can borrow daetisatools for the manufacturing of a product
for the same focal buyer. A counterpart in one tess situation can very well be a cooperation
partner in another situation. As Gadde and Hakan&k@93) argue, cooperation, conflict and
competition can exist — side by side. The differpliers compete inside a network, but they can
also cooperate in another situation. A counterpamtbe a competitor as well as a customer. To be
able to understand the whole business networkpmigtdoes one have to look at the relations
between the focal company and its suppliers, [aat tile relations between the different suppliers.
As long as different parties exist, there will bifeslent opinions concerning goals and how to david
resources.

Intercompetitor cooperation

Cooperation with customers and suppliers can b&edeas logical and natural based on the
principles of the value chain (Porter, 1985). Feresal reasons cooperation between competitors is
rarer. Traditionally competitors are viewed as Isvhat are engaged in win-lose relationships. The
gains of one party automatically mean the lossHerother. Competitors usually strive at conquering
or defeating each other, which naturally makestss of a relationship built on cooperation more
difficult. Cooperative arrangements between comgetiare moreover legally restricted, with the
general aim of preserving a solid market econonti wpen competition and alternative offerings.
The basic idea is to protect the market from towgrful constellations between competitors, which
will more or less rule the terms on the market.

Despite expected rivalry and legal restrictions,ame able to recognize an increasing amount of
cooperative arrangements between competitors,ramtehdency is still expected to continue in the
future (Contractor and Lorange, 2002).

Bengtsson and Kock (1999) claim that cooperativareyements between buyers and sellers on a
vertical level are easier to grasp than intercoitggetooperation because the former are built @ th
distribution of activities and resources among &cto a supply chain. According to Bengtsson and
Kock (1999) intercompetitor cooperation is moreomfial and thereby more invisible. They further
agree with Easton and Araujo (1992) who argueittiatcompetitor cooperation is mainly built on
“soft” exchanges such as information and sociaharges, whereas buyer-seller relationships
usually involve economic exchange. There are dlsties (e. g. Bengtsson and Kock, 1999)
indicating a difference between buyer-seller coafen and intercompetitor cooperation when it
comes to general motives for cooperation. Verwoalperation is usually more proactive and based
on voluntariness, while competitors are often nwrkess forced to interact, thereby leading to a
reactive motive for intercompetitor cooperation.

Intercompetitor cooperation can be described byeAdn’s (1958) ideas of an underlying tension
between the desire for monostasy and systasy, whéans a simultaneous desire to remain
independent and free from interference from otf@@nostasy) and a dependence on others to
achieve common goals (systasy). In practice thiddcmean that competitors are more or less forced
to cooperate with each other for example becausmiéd growth of the business, at the same time
being afraid of revealing core competences to edodr. Fey and Beamish (2000) recognize that
interorganizational relationships imply conflictidgsires of the firms for cooperation and autonomy.
While cooperation with another company produce®fint can also be tricky for companies that
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do not want to lose too much autonomy. This isas@a why conflict is likely in these types of
relationships (Van de Ven and Walker, 1984). Sim¢h8b5) presents a similar idea as he argues
that the tension between intra-group antagonismgamalp continuation will lead to continued
conflict. It is therefore important to be able tamage conflicts in intercompetitor cooperation.

Conflict management

According to Rahim (1986) “conflict” has no singleaning and the confusion has mainly been
created by scholars in different disciplines whalgtconflict from their own perspective. A
thorough discussion about definitions of conflepresented by Schmidt and Kochan (1972), who
criticize earlier definitions of conflict within ganization studies for being too value-laden, too
broad and that sometimes there is a mixture ohdefns concerning competition and conflict.
Hunger and Stern (1976) defines a conflict as Wadlo*An opponent-centred episode or series of
episodes based upon incompatibility of goals, amglues.” In this study a conflict is defined in
accordance with Deutsch (1973):”A conflict existsemever incompatible activities occur.”
Although this definition is fairly broad it encapates the notion of incompatibility, which we
consider as central concerning conflicts. It shatildl be noticed that conflict is different from
competition. We view competition as something teahore integrated in the strategy of a firm and
it is usually of a long-term nature. Conflicts &ere seen as situations of conflicts, which mean th
they are usually of a more short-term nature. “Goins a way of life in relationships that can be
explicitly and implicitly expressed, but it is theay in which we handle or manage these conflicts
that determines the quality of our relationship&itum and Eberlin, 2006).

A conflict is often viewed as a process (Goldm&@66; Thomas, 1992; Pondy 1967) that evolve
through different phases. One of the most knowiegse models of conflict is Pondy’s (1967) model
that consist of the following stages: 1) latentfton 2) perceived conflict, 3) felt conflict, 4)
manifest conflict and 5) conflict aftermath. Lateonflict represents underlying sources of
organizational conflict and it is divided into tkrbasic types: competition for scarce resources,
drives for autonomy and divergence of subunit gdadsdy (1967) also stresses role conflicts as
important types of latent conflict. Latent conflistnaturally embedded in every relationship and it
can be considered as a “silent” or invisible fatkat either remains as such or is perceived by the
actors. The second stage is perceived confliciitazah be interpreted as a situation that at least
of the parties is aware of. The third stage inrloed episode is felt conflict, which implies a
personalization of the conflict. A conflict may fexample cause feelings such as anxiety or fear.
Manifest conflict is the fourth stage in a confleggisode and it involves conflictful behavior, of
which the most obvious act is open aggression. Manconflict exists when an actor consciously,
but not necessarily deliberately, blocks anoth&sracgoal achievement. Conflict aftermath can
briefly be described as the situation when thelating either resolved to the satisfaction of both
actors or a situation when the conflict is supprdssvhich means that the latent factors behind the
conflict may be activated again. From a processpaative on conflicts, it is possible to argue that
order to be able to manage conflicts, we need ¥e habroader understanding about what the
conflict is all about, i.e. what has occurred poenly.

According to Rahim (2000:5) conflict managemenvtilves designing effective strategies to
minimize the dysfunctions of conflict and maximtbe constructive functions of conflict in order to
enhance learning and effectiveness in an orgaaizatlameson (1999:270) defines conflict
management strategies as “...any action taken bgptint or a third-party to try to manage or
resolve a conflict.”. In accordance with Jameson’s view, strategiekite specific mechanisms for
managing a conflict, such as negotiation, mediadioa arbitration, as well as actions such as
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seeking advice and coalition building. Moreover daan distinguishes between formal and informal
conflict mechanisms. Formal conflict mechanismsgareerned by official company policies and
procedures, while informal mechanisms represenattiens taken by disputing parties to manage
the conflict themselves, or by third parties whottr help manage a conflict. Jameson’s study is
based on an intraorganizational perspective. Magrat Hardy (1989) have found that
manufacturers who develop substantial communicgtrograms for the trade will reduce the
potential for conflict with their resellers. Exaraplof such programs are: advisory councils,
distributor relations departments, joint participatin conferences, exchange of market data and
joint government lobbying work.

The notion of formal and informal mechanisms iratiein to conflicts has also been applied within
the business network approach. According to VaatamtiHakansson (2003) the governance
mechanism construct is applied for several purpestsn interorganizational phenomena, for
example when discussing how to manage busineg®redaFrom an interorganizational perspective
Vaaland and Hakansson (2003) distinguish betweenaioand informal governance mechanisms.
Formal governance mechanisms consist of authandyircentive mechanisms, while informal
governance mechanisms are considered to be bagsagsbrAccording to Kemp and Ghauri (1999)
trust and norms, which is a result of long-termelepment, reduce the potential for conflict. From a
governance mechanism perspective (Williamsson, 18836) on can distinguish between two types
of conflict management: formal and informal. Forroahflict management mechanisms are related
to compliance, awareness, comprehensive plannidgtancture. Informal conflict management
mechanisms are related to trust, flexibility, l@fkplanning and process (Vaaland and Hakansson,
2003). The findings of Vaaland and Hakansson (2868yv that informal mechanisms are important
as far as interorganizational conflicts are coneérn

Thomas (1976) as well as Ruble and Thomas (19¥&jet conflict management styles into a two-
dimensional model of conflict behavior. The modistidguishes between two analytically
independent dimensions of behavior in conflictaitons: 1) assertiveness, which is defined as an
actor’s attempt to satisfy its own needs, and Bpeaoativeness, which is defined as an actor’s
attempts to satisfy the needs of the other actiaacThese two dimensions are used to identify fiv
general approaches (or styles) to conflict managéncempeting (assertive, uncooperative),
avoiding (unassertive, uncooperative), accommoddtinassertive, cooperative), collaborating
(assertive, cooperative) and compromising (intetiatedn both assertiveness and cooperation).
Although this model have been used for identifydogflict management styles on an individual
level, we would like to argue that it could alsorbkevant when studying conflict management in
business networks.

In order to be able to successfully manage a ainile need to be aware of what the conflict is all
about. Litterer (1966), Schmidt (1974) as well #aghberg and Michie (1984) put forward similar
thoughts. A conflict consist of a number of elensesuch as the cause of the conflict, the topitef t
conflict, the importance of the conflict, the fremey of the conflict and the outcome of the conflic
(e.g. Deutsch, 1973). In this study the contenhagement and outcome of conflict are identified

and analyzed as a whole. The content of the corfic be seen as the cause and/or topic of the
conflict. The management of the conflict is relatedhe concrete techniques used for managing a
conflict either before the conflict has occurred, as a preventive strategy, or as the conflict is
apparent. The outcome of the conflict represersebult of the situation and the management of the
conflict.

Summary
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From this section it becomes apparent that compareengaged in several types of business
relationships. One type of business relationstipshas not been thoroughly studied within the
business network approach is intercompetitor caijmar. Intercompetitor cooperation is

challenging because the companies engaged in kiveteof relationships are both cooperating and
competing. The companies may compete on a certarkensimultaneously as they are cooperating
within purchasing or industry development. It ielddnging to find the right balance between
cooperation and competition and therefore conflicéy arise. In order to be able to preserve the
cooperation it is important to be able to manag#lmbs in intercompetitor cooperation. Conflicts
represent an area, which also is scarcely resehwitiein the business network approach. Conflict
management and different opportunities for managorglict has been put forward by Thomas
1976) and Williamsson (1985, 1996). Based on Thaofh@86) conflict management can be analyzed
through the following spectrums: degree of assenss and degree of cooperativeness.
Williamsson (1985, 1996) introduce formal and imfat governance mechanisms as means for
managing in relationships. These two schools oflimbmanagement will be applied in this study
when identifying and analyzing conflict managemarnhtercompetitor cooperation. In this study
conflict management is seen as a process consddtihg content of the conflict, the management of
the conflict and the outcome of the conflict.

METHODOLOGY

According to Miles and Huberman (1994), qualitaiilsta provide well-founded and rich
descriptions and explanations. They continue byiaggthat qualitative data may provide the
researcher with interesting previously unexpecimdirigs, which may lead to new theoretical
insights. The focus is also on the understanding@®phenomenon (Ghauri, Grgnhaug and
Kristianslund (1995). Walker (1985) writes that baéive research is suitable when the topic
studied can be regarded as sensitive. A qualitativey was considered as suitable for this study
because the topic is relatively unexamined, at \dhin business-to-business settings. Moreover,
the topic of conflict can be regarded as a semstopic.

Easton (1995) writes that a majority of the stuavihin the business network approach consciously
or unconsciously are based on case studies. HadimgT 6rnroos (2005) argue that case studies are
the most suitable research strategy for businesgones. One reason for this is that research
questions related to business networks are oftenuiated as "why?" and "how?” which are
questions that are naturally coupled with casearebe(Yin, 1989). Gummesson (2003) argues that
the sample in a case study should be both purpasediutheoretical. Purposeful sampling means that
the researcher purposefully chooses cases thatfarmation rich concerning the phenomenon

under investigation (Patton, 1990). This meansrsgarchers should look for the cases that provide
a maximum of information. The cases used in thidyshave been purposefully selected, based on
the expected amount of information that could leeired from each case.

Relationships as such can be considered as aiger@ita, but especially when studying crises,
conflicts, failures and dissolutions of businedatrenships, we need to develop an appropriate
research technique for approaching the phenomeé&uensitive topics usually involve some kind of
negative feelings, behavior or attitude, which mesearch situation may cause anxiety, resistance
and unwillingness to share information. Lee andZe#&n(1993:5) define a sensitive topic as being
“... one that potentially poses for those involvesuastantial threat, the emergence of which renders
problematic for the researcher and/or the resedrttescollection, holding, and/or dissemination of
research data.” According to Renzetti and Lee (1983sible problems, for example

methodological and technical, need to be considatedery stage of research on a sensitive topic.
Sensitive topics therefore need sensitive methods.
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There are different types of interviews, for exaenpérsonal interviews, group interviews and
telephone interviews. Within business and managéeneeearch personal interviews are one of the
most common methods for data generation (Remera)i,et998). The nature of an interview may
vary from totally structured to totally unstructdreyin (1989) writes that case study interviews are
most often of an “open-ended nature” (p. 89), megiiat the researcher can ask the informants for
example about their opinions of events. An advantaigh an interview is that it enables the
researcher to receive a large amount of data watshort period of time. Furthermore there is a
possibility of receiving clarifications by askingliiow-up questions. (Marshall and Rossman, 1989;
Patton 1990) Some advantages with personal intesvaéee the possibility of receiving depth and
detailed information and the potential for the matewer to influence the situation. This can for
example be done by asking clarifying questions.

The empirical part of the study is based on these studies of cooperation between competitors.
The first case study consists of four cooperatmgganies within the transport industry in Finland.
The second case comprises 10 companies and orsrindupert within the natural products
industry. The third study was carried out as aytfdlO cooperating companies in a supply network
of both competing and not competing suppliers enrttetal industry. Interviews (personal and
telephone) have been applied as a research méthGdses 1 and 2 the managing director was
interviewed, because he or she is expected tothaveest knowledge about the company’s
relationship with its competitors. In Case 3 botniaging directors and other persons involved in
the cooperation with competitors were interviewearder to get different perspectives on the
development of the process. Several companies alsvanterviewed in the cases in order to receive
several perspectives on the same focus areas. Bmtsinmemos and meeting protocols were also
used in order to create a base of knowledge dfiifferent stages of the cooperation processes.

Description of the cases

Case 1consists of four companies belonging to the trartgtion industry. The companies
manufacture chassis and boxes for lorries ancetsilAll the companies can be categorized as small
sized. Two of the companies belong to the same enatbmpany and the other companies are family
owned and has been cooperating for several yetes.choperation between all four companies is
generally directed towards the aim of eliminatimgnpetition between the companies. A third party,
l.e. a representative from the Finnish Employmeat Bconomic Development Centre was present at
the time of the initiation of the cooperation. Tperson also participates in the meetings between t
companies. At the time of this study some of theganies are competing with the same products on
the same market, but this is expected to end irfutivee. The companies use the same sales network
on the Swedish market where they offer differepes/of products. The companies also cooperate
by acting as suppliers and buyers in relation thedher. Further to the above-mentioned exchanges
between the companies, they also meet up to feartimes a year in order to discuss issues of
mutual interest.

The relationships and interdependencies betweercdhganies are complex. The companies are
connected both vertically and horizontally, whicleans that they simultaneously are acting as
buyers and sellers and competitors in relatiorattheother. In this study a cognitive perspective ha
been used as a basis for defining companies as atdaorp (Dunn and Ginsberg, 1986; Porac,
Thomas, Wilson, Paton and Kanfer, 1995). Accordmthis perspective the companies are defined
as competitors if the managers, or in this case,réspondents, perceive another company as a
competitor. Porac, Thomas, Wilson, Paton and Ka(fé@5) stress the view of the “managerial
mind”, and argue that the managers within an omgdiun are the most appropriate judges when it
comes to defining the competitors of the compangseC1l consequently consists of a group of
competing and cooperating competitors.
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Case 2consists of 10 companies and an industry experh fthe natural products industry. The
natural products industry is related to naturalynowadays often synthetic products such as health-
and nutrition supplements, food and cosmetics. Sofméhe companies have a long tradition of
operations within the business of natural produetsije others were established in the 1990s. A
factor that unites the companies is that they #drenaall and their growth has been more or less
stable during the latest years. The cooperatiowdst the companies is mostly on an industrial
level, either in connection with the Wholesalersséciation or the Negotiation Council. Five of the
companies are members of the Wholesalers' Associatnd seven belong to the Negotiation
Council. Most of the cooperation between the corggmmvolves industry development and more
particularly the use of claims in marketing andtechwith the authorities. During the time of the
empirical study, the industry was at some kindreBking point. Activities related to marketing were
central both within the cooperation and competiti@tween the companies. At the time of the study
some companies used stronger claims in their magkétan other companies with similar products.
In the near future the companies expected markeégglations from the EU. On a more informal
basis, some of the managing directors discussettraatlated to shopkeepers and taxes etc. Some
of the companies have manufactured or were manufagtproducts for another of the companies.

Case 3consists of a group of suppliers cooperating lmusiness network. The suppliers all deliver to
the same buyer and in the group exists both cotopg@nd not competing suppliers. The
cooperating suppliers have one thing in commorn;igh® strive for improved quality in their
production process. In order to improve the prodngprocess the suppliers started together with
outside support a calibration laboratory. The c¢alibn service exists in other parts of the country
but using these services takes a lot of time, mcatithe amount of days it takes to ship the tools
and to get them back. It also costs a lot of mdneship the tools to a calibration laboratory sitgh
further away, and because of this some of the sergiave had to buy an extra set of tools. So,
there were several pros with starting up a laboyaguated closer to the companies. The calibmatio
process is a central issue in the production. \tighhelp of calibration it is possible to ensurat th

the dimensional specifications given by the buyermaet. It is crucial that the suppliers checkrthei
machine tools with accurate measuring deviceshdrcalibration process this is done when machine
tools are checked against reference material ongraled laboratory environment. An important
part of the calibration process is that factors likumidity and temperature is controlled in the
premises where the calibration takes place. lisis @nportant that the calibration is a continuous
process that is repeated as long as the toolssarkin the production process. All control and
measuring equipment must be calibrated continucarstiythe intervals chosen in a way that ensures
measuring precision. (9000 pieces...) The partiesstiaated the project together were the local
business association, were several of the coopgsaippliers were part of. Two schools were also
part of it; a vocational school and a local polyteic. The laboratory shares were sold to the
founding actors and the focal buyer also bouglhtaaesin the end. The focal buyer was one owner
among many. After the start-up stage the shares also sold to other outside actors, aside from the
initiators.

In a project like this there existed a risk of sh@rcompany secrets to outside actors, like
competitors. For example, what kind of tools thaswsed in the production. This information tells
the competitors about what kind of production pescéhe company has. It also gives information
about on which level the production is. This infatron is valuable in any intercompetitor situation.
A central question was how the secrets could beepted at the same time as the companies
continue with a project with many benefits for twmperating companies.

FINDINGS

This chapter is structured into two parts. In tingt part the content, management and outcomes of
conflicts are described. This section ends witbragarison of the cases. The second section
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comprises of an analysis of the findings of thelgtun this section the major findings of this stud
are outlined and analyzed.

Content, management and outcomes of conflicts

It has previously been stated that it is not enaugl to understand conflict management
techniques. We should also recognize issues suitte a®ntent of the conflict as well as the
outcome or result of applying a certain managertemiinique. Table 1 illustrates the findings of this
study related to content, management and outcoroentlicts. The table also presents the

cases coupled with certain conflicts.

CASE CONTENT MANAGEMENT OUTCOME
1 Division within cooperation Formal Win-win
- Oral contract - Specialization

- Collaborating

1 Break of agreement Informal Win-win
- In-turn - Fairness
- Compromising

2 Copying Informal Win-win
- Communication - Pay-back
Formal
- Court - Fairness

2 Sales arguments Formal Win-loose
- Communication - Bad image

- Collaboration

3 Risk of loosing business Informal Win-loose

- Competing - Weakened
cooperation

Formal Win-win
- Third party - Neutralization
- Preventive
- Avoidance

3 Roles Formal Win-win
- Collaborating - Colleagues

Table 1: Content, management and outcomes of conflintercompetitor cooperation

Case 1l

The findings of the study show that many of theflicts in Case 1 are related tioe division of the
cooperation between the compani€le ultimate aim of the cooperation is to elininthe

10



Abstract preview

competitive dimension by each company focusing oertain product niche. Several times it was
difficult for a company to give up manufacturing@duct, which the company had been
manufacturing for several years. Therefore cordlanbse. One of the informants said as follows:

Why will we not manufacture what we have manufactwurselves? When we started to cooperate we
agreed that we would not manufacture any... and comgavould not manufacture what we do...One
did not really dare to believe that it is like thigan | give this up and do | get something in netur

The management of these kinds of conflict was basddrmal oral agreementsoncerning what
products each company should manufacture. The mgrs have been planned and are part of a
long-term strategy for all companies involved. te@dance with Thomas (1976) the conflict
behavior has been ofcallaborativenature. This can be explained by the fact thattmpanies

have applied both a cooperative and assertiveicbhfindling style. In practice the companies have
focused on managing this conflict by simultaneodsigking about what is best for one’s own
company and what is best for the other companiles.olitcome of these kinds of conflicts has been
aspecializationconcerning the products of the companies. Thergémea behind this kind of
arrangement was that each company should focusaonfacturing what it is best at doing. If a
customer asks one of the companies for a certah & product that is not manufactured by the
company in focus, the company was expected toheskustomer to contact another of the
companies that manufacture the particular prodieat. outcome can therefore be seenamavin
situation.

Although agreements resulted in a specializati@hdavision of product offerings, it still occurred
that some company sometimes served customers wmithugts that they were not supposed to be
manufacturing and selling according to agreemene @i the informants said:

...if you have some kind of basic formal or inforagleement and after all people... You perceive tiat t
others break it (agreement), now they are notrsglih accordance with the way we agreed, or now tre
selling a product on which we did not agree...

These kinds of conflict weraformally managed througtaking turnin deliveries. This can be
exemplified by one situation in which one year enpany sold products that they were not supposed
to do, and then, the following year the company wes supposed to sell these kinds of products
sold them to the same customer. Based on Thom@§)it3an be argued that the conflict handling
style in these situations has been a styleoaipromisingin practice the conflict management style
was based on the idea that if one company gaindek a&xpenses of another, next time it was the
other company’s time to gain. The targeted outc@f@rnessand awin-win situation for all actors.

Case 2

A typical type of conflict within the industry ofatural products is related ¢opyingof each others’
products, advertisements and claims on packagestyie of conflict is frequent and it is also ofte
considered as important since a firm may have beges lot of resources (both financial and time-
based) in product development and then another aoyngppears on the market with an identical
product. An informant says as follows:

Of course you also skim the cream off, but as ssoyou in a way have taken the cream you knowtltleag is
still the rest left, which you would also like tave, but then you have lots with you and so tcskaye that
cake.

These kinds of conflicts are often managed by ttemmunicatiorbetween the actors. In practice
the actor that has been copied for example phdmesther actor and expresses the feelings of anger
and disappointment. This direct communication ensas arnformal way of managing conflicts. It
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is not a planned or strategic action as such;ntase of a spontaneous act that takes place irrange
and disappointment. In other situations these kaid®nflicts are managed court In these
situations one of the actors often has specidlitegie rights to sell a certain product. The tasthe
court is to reach justice afidirnessand to give a judgment concerning who is righteSentypes of
conflicts seem to be never-ending within the indust natural products. One of the informants says
that sometimes you are the one that is gettingecb@nd some other time you are copying another
company. If you are copied, you more or less degdimate right forpay-backi.e. to copy. From a
short time perspective the outcome of these kifidsmwflicts may be positive for one actor and
negative for another/others. One the other handtaohcopying leads to better product development
and better quality of the products is beneficialdl actors involved, also consumers and socrety |
general. In the long run the outcome of these kafd®nflicts can be consideredwam-win.

Other types of conflict situations that appearédiequent within this case are related to thexdai
used in marketing, or in other words gaes argumentssed. Sometimes companies tend to
promise too much in their advertisements, for eXarby telling about product advantages that are
hard to prove. These kinds of conflict situations most often managed by direcmmunication
between the involved actors. In practice such adsfmay be handled by one of the actors phoning
another actor that according to the first actorgrasnised too much in their marketing. Direct
communication is here viewed asiaformal way of handling conflicts. It is a matter of faloat

within the industry of natural productsad imageor one company may easily lead to bad image for
the whole business. In these kinds of situatioesotitcome is of win-loosenature. The company
that promises too much probably gains by sellingenehile the company that is stricter concerning
the claims it uses perhaps sells less of the pdatiproduct. In order to manage these kinds of
conflicts the companies involved in the Negotiasid@ouncil aim at developing common principles
for advertisement claims for the whole busines® ddnflict management strategy is therefore
collaboration(Thomas, 1976). The management strategy is basédding a solution that would be
beneficial for all actors, including customers dine society in general. The problem is that of
control, since there is no separate unit contrgltire natural products industry in Finland. The
purpose of the collaborative conflict handling &gy is to reach a win-win outcome in the future.

Case 3

According to the findings of the study one of thajon issues of participating in the cooperation was
a fear of loosing business competitors. This could also be viewed as@nstipotential for conflict.

In order to prevent these kinds of conflictthi&d party was involved in the cooperation. The third
party assisted in administrating and coordinatiregdooperation between the competitors. One of
the most central tasks of the third party is tespree company secrets such as which tools are used
in the production, the customers of the compariiee.use of third parties can be considered as a
formal andavoidancestrategy for conflict management andeutralizationof a potential conflict
situation The outcome of avoiding these kinds of confliatakated toneutralityin order to achieve a
win-win situation.

It is possible to say that the companies in Caapy differentrolesdepending on the perspective
taken. Outside the cooperation the companies diregaas pure competitors in relation to each other.
Within the cooperation the companies enieaguer partners aiming at common benefits such as
improved quality. This can be considered &srmal part of the strategy with the aim of achieving a
win-win outcome.

Another perspective related to the fear of loosinginess is that companies sometimes aimed at
preserving their own business. This was done bydawp giving business to competitors and instead
they favored a supplier that was not in the positmcompete with the company in question. Based
on Thomas (1976) this can be viewed asmpetitivestrategy for managing conflicts. This is a
strategywith awin-looseoutcome.
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In intercompetitor relations the information flosvimportant to control. In this case this could be
achieved in a good way. The group of companieberstart-up phase consisted of competitors, but
because of the arrangements they could coopegéhter around a good project, which benefitted
everyone in their quality work. The suppliers whigere competitors could use the laboratory
without the competitors getting access to secfetnmation. When they took their tools to the
laboratory for calibration they did not have to whiie tools to any outsiders. The tools were lefh i
locked box, and they were then taken care of by#rsonnel. All documentation was kept secret
and away from others using the same services.Wémsof vital importance in order to keep
information away from other customers and compietitdlaving a third and impartial actor taking
care of these services made it possible to protemimation from being used in the wrong way.

In their everyday business life the companies werapetitors and the trust issue was based on each
earlier episode in the interaction. The episode®whaped by the informal and formal frames of
interaction, but in this case 3 the activities andperation was formal. The cooperation was wigin
group of other companies and each step in the psagas open, documented and common. When
the laboratory was founded and ready the restethivities continued to take place behind closed
doors. Outside, in the market the competition imésrmal. The relationship waswin-loose
relationship Winning one deal meant that the other companyii@sd their cooperation was
weakened. In case 3 we havihiad party acting as aeutraladministrator The arrangements
prevented conflicts and these could hereby be adoith accordance with Thomas (1976) the
conflict behavior has been otallaborativenature and the result isaan-win situation for all

parties.

Case comparison

Generally it is possible to say that the casehigsdtudy represemlifferent industriesand different
types of cooperation between competitors. Casesl Bdelong to the metal industry, while Case 2
exists within a business that is related to thdthed human beings. It is possible to recognize
different types of cooperation between Cases 13amulone hand and Case 2 on the other. The
cooperation between the companies in Case 2 seelnesmore difficult than in Cases 1 and 3.
Within the industry of natural products it is maneless a tradition to copy competitor’s products
and/or advertisements. Therefore it could alsodrd to trust each other in cooperation. Bad image
for one company could easily destroy the businasalf companies within the business. Cases 1 and
3 are characterized by more committed, tight caaip@r by focusing on common benefits. In these
cases the companies have more clearly defined wilkes the cooperation, which could make it
easier to cooperate.

Another issue of importance is timeentivefor cooperation. According to Bengtsson and Kock
(1999) intercompetitor cooperation is often moréess forced. This is in contrast with Cases 1 and
3 that are based on voluntary cooperation betweeiedmpetitors. The companies have proactively
initiated the cooperation in order to reach commoals. Concerning Case 2 the government has
asked the companies to cooperate through the NeigotiCouncil, which means that the cooperation
here to some extent is of a more forced and reacture. The actors in Cases 1 and 3 seem to be
more willing to solve and/or prepare for confliatiscomparison with Case 2. Based on the findings
from this study several of the conflicts in Casseke considered as unimportant and few situations
led to direct confrontation. Case 3 provides a gamnple of how competitors in advance may
prepare for conflict management before even statbrcooperate. In contrast several of the
companies in Case 2 are working individualisticatistead of thinking about what is best for the
business as a whole. Conflicts are often handlexdith informal direct communication and
confrontation. Influence from government has beepadrtant for joint problem solving related to the
claims used in marketing.
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In all three casethird partiesplay a role in conflict management. In Cases 1atidrd parties have

an administrative task of coordinating cooperatiarCases 1 and 3 the third party acted as a feutra
actor. The cooperation between the four competito@ase 1 was initiated with the assistance of a
person from an Employment and Economic Developr@emtre. This person was also present
during the meeting between the companies. In Calse third party consists of the local business
association. In a way this can be seen as a pieearnflict management strategy. Concerning Case
2, the competitors were requested to cooperathdgdvernment. During the time of the study the
industry has turned out somewhat “wild”, with a édtcompanies offering questionable products
with sometimes too much promising claims. The goreant wants this to stop and therefore it has
asked the companies within the industry to coopeB&cause of the fact that the government stood
behind the cooperation it was more interestinghercompetitors to cooperate and share thoughts
with each other in order to reach common princifdeghe business. Also in this case the presence
of a third party could be seen as some kind ofgméve aspect for conflicts. In the long run the
outcome should be a win-win situation.

In all cases companies’ applied differeolesduring different circumstances. In Case 1 the
companies aimed at a permanent change in theieegp roles from being competitors to being
collaboration partners. The companies in Case Reappoth the roles of competitors and
collaborators. They were cooperating concerningltheslopment of the industry in general, while
they simultaneously were competing for the saméoausrs on the same market. Roles are also
central in Case 3 where the companies simultangawslacting as competitors and collaborative
partners. Competition takes place outside the fomaperation and within the cooperation the
companies are colleagues. Here the role of thd garty is central, because the third party assists
preserving company secrets and a good atmosphe@aske 3 the third party is kind of a role-
manager influencing the cooperative/competitivesdietween the companies.

Based on the findings of this study it is posstbléistinguish between preventive conflict
management and conflict management as the cosifliction is apparent. A distinction between
Cases 1 and 2 on one hand and Case 3 on the ®that conflict management is of a more
preventive nature in Case 3. The findings from €dsand 2 are based on conflicts that have
occurred.

To sum upt is possible to say that there are several anitiés concerning the content, management
and outcomes of conflict in Cases 1 and 3. CaseoRanother kind. It could perhaps be argued that
Case 2 is more competitive than cooperative, wbdses 1 and 3 are more cooperative. Based on the
findings of this study some issues related to ¢conihanagement are relevant for all cases. These ar
related to third parties and roles. In all cas@sl tharties have been influential when it cometht®
cooperation between the competitors and to managinfiicts. According to the findings of the

study it is also possible to say that in intercotitpecooperation the roles of the actors need to
develop and change as a consequence of the caoperat

Analysis
Based on the findings of this study it is posstbléentify some central issues concerning conflict

management in intercompetitor cooperation. Thisi@eds summarized in Figure 1, where the
central issues are presented.

14



Abstract preview

THIRD PARTY

A 4

Intercompetitor cooperation

Content Management Outcome
LOSS OF BUSINESS FORMAL WIN-WIN
COLLABORATION

v

ROLES

Figure 1: Conflict management in intercompetitooperation

The contentof conflicts is often related to the need of presey the core competence of one’s own
business and a fear of loosing business to coropetit is consequently a critical task to find the
right balance between giving and taking in interpetitor cooperation. Loss of business can be
related to the division of the tasks within the pexation. It could also be related to copying of
products. Basically it has to do with one compaamigg more than another. This can be considered
as typical for intercompetitor cooperation, becamgéefinition companies operate on similar
markets with similar products. The gain of one campnormally means a loss for another company.

According to the findings of this study bdtirmal and informal governance techniques have been
used when it comes to managing the conflicts. Gnhand it could be viewed as risky to formalize
cooperation between competitors, because of théHatit is restricted in law. The findings ofghi
study indicate that formal ways of handling contfliconcerning intercompetitor cooperation can be
beneficial and lead to a win-win outcome for theoilwed actors. Several of the conflicts presented
in this study has been managed through collabaer&libomas, 1976), which means both high
assertiveness, or the consideration of ones’ ovanasts, and high cooperativeness, which means a
concern for others’ needs. The findings of thislgtare somewhat different from the findings by
Vaaland and Hakansson (2003), who find that infbigoaernance mechanisms are central issues of
conflicts in interorganizational cooperation. Howemheir study is based on buyer-seller
relationships, in comparison with this study tisabased on intercompetitor cooperation. According
to the findings of this study it seems to be bamalfifor cooperating competitors to formally guard
against conflicts in advance, as a preventiveesisatbefore conflicts occur or before the companies
start to cooperate. The formality may be relatesioime kind of contract or the involvement of a
third party as some kind of mediator. The findio§shis study show that informal conflict
management techniques, such as communication iceeeof copying, tend to lead to more
conflicts, such as more copying. Although the omteon the long run can be seen as positive, as a
consequence of increased product development ated Qaality of products, it is still in the short
run clearly negative for one actor or several acéord positive for one actor. In other situations
competitors tend to use more informal conflict Hamgdwhen there is a risk of being judged for
doing something which is illegal or if the conflmbuld cause damage for the whole industry. If
conflicts are managed informally, it is harder togd that something has been agreed on. When
analyzing the findings of this study it seems likis easier to trust the competitors with whom you
cooperate, if a formal contract exist. Becausdeffear of giving away more than you receive it
seems to be safer to formally protect your coreppetence.
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In most conflicts the outcome has been wfi@win nature, which means that it is beneficial for all
actors involved. A win-win outcome is related toriass and it can be considered as sustainable
from a long-term perspective. A win-win outcome whdoe the aim of conflict management. The
outcome of a conflict can also be seen from a widespective by considering the market as a whole
or the society. If conflict management resultsrioqucts or services of better quality, this is oty
positive for those actors that are directly invalwe the cooperation, but also for example for
customers.

A central issue related to conflict managemenhiarcompetitor cooperationtisles At the same
time when the competitors in a business relatignkhie to preserve their own competitive
advantage, they also have to share and adapt neltteonship with the other actor. The companies
can simultaneously be characterized as colleaguds@npetitors. According to Bengtsson and
Kock (2003) there is a tension whenever a compangurrently has different conflicting roles in a
relationship with another company. Another exangblthe multifaceted nature of today’s business
relationships can be found in Vaaland (2001) wiaebbeyer defines the seller as a supplier, a
cooperation partner and a competitor. Easton aadjar(1992) also argue that each actor within an
industrial network can have a variety of roles dwejieg on the perspective taken (customer,
supplier, competitor) as well as the activitiesiear out (distributor, supplier, consultant). The
findings of this study illustrate how companiesmiparoles as they enter into cooperation with
competitors. In practice the relationship may cteafngm being primarily competitive to being
colleagues or partners. The different roles takethb actors in intercompetitor cooperation
influence the content, management and outcomerdficts. Conflicts may be caused by different
perceptions about the roles of the actors andhiiage of roles can also be applied as a strategy fo
preventing conflicts.

One of the basic ideas of the business networkoagpris that each business relationship influences
and is influenced by other business relationsHgelfle and Hakansson, 1993). The findings of this
study show thathird parties such as governments or other institutions hasen#al position when

it comes to conflict management. Based on thefigsliof this study it is consequently possible to
say that in intercompetitor cooperation, third estmay be involved both in handling or managing
the conflicts as they occur, or as a preventivetuton.

CONCLUSIONS

The contributions of this study can be found batran academic and managerial level. From an
academic point of view the findings of this studgrease our understanding about a field of research
that is scarcely researched within the IMP-groug launsiness networks in general, namely
intercompetitor cooperation. A majority of the dig literature within the field of business

networks is focused on positive or neutral aspeftslationships, such as trust, commitment and
relationship development. This study also contebub our existing knowledge about business
networks by bringing conflicts into the light. Teudy focuses on conflict management, which is
one step forward in an attempt to increase ouralMenowledge about managing business networks.

The findings of this study are based on three sas#ies of intercompetitor cooperation. We have
been able to identify both similarities and difieces between the cases. All in all this findings of
this study indicate that most of the conflictsntercompetitor cooperation are based on perceived
risk of loosing business. By definition competitare directed towards the same customers with the
same products/services and when cooperatingegisential to find the right balance between
cooperation on one hand and competition on ther o@nflicts may be managed either by strategic,
preventive action or as they occur. Based on tighrigs of this study formal ways of managing
conflicts are beneficial and may lead to a win-weiricome for the involved actors. Examples of
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formal strategies are the appointment of a thitdrao serve as a mediator of the cooperation or
some kind of contract that outlines the cooperatietween the competitors. In intercompetitor
cooperation collaboration seems to be a usablaigaed for handling conflicts. When collaborating
the concerns for the other actors is as greateasdhcern for one’s own company (Thomas, 1976).
The aim is to reach a win-win outcome that is bieredffor all actors involved. A win-win outcome
may for example be related to fairness, speciabaair to neutrality in the relationship betweea th
competitors.

Based on the findings of this study it is posstbleonclude that both roles and third parties are
essential when it comes to conflict managementtBrcompetitor cooperation the involved
companies often need to take on a different rokbeg start to cooperate. Disagreements about roles
may constitute the content of a conflict. A chanfeoles may also be applied as a way for
preventing conflicts to occur or as a method fonatang conflicts as they occur. Thirdly a change

of roles may be related to the outcome of conflidtso third actors may be used as mediators in
conflict situations or they may have an influenoettee cooperation and conflicts that occur between
cooperating competitors.

It has previously been stated that when analyzamjlict management it is generally possible to do
it at two different levels: on a general and canflipecific level. The focus of this study has been
the general level, where we have been able toldotd formal strategies and informal strategies of
conflict management. A natural possibility for freuesearch would be to identify and analyze
conflict management on a more specific, detailedllg.e. from the perspective of each specific
conflict situation. Each conflict can be consideasdunique and therefore it would be fruitful to
increase our knowledge about how different kindsarfflict management techniques could be used
in different situations.

Another avenue for future research is to explordlmd management in intercompetitor cooperation
from a process point of view. It is a matter oftfdm@at the nature of business relationships is oyoa
and not static. This implies that it could be pbkesto identify different kinds of conflict
management strategies that are applied in diffgreinits of time within intercompetitor cooperation.
In this study we have made some effort to des@rikanalyze how conflict management may vary
depending on the industry or nature of businessve¥er, as our analysis is fairly superficial and
only comprises three industries. Future researohldltoncentrate on differences and similarities
concerning conflict management in intercompetitmoperation between several industries.

Future research on conflict management within ssmetworks could also aim at increasing our
understanding about different elements of conitiaelation to management. A conflict consists of
several different elements, such as the causesafdhflict, the topic of the conflict and the
importance of the conflict. Perhaps a certain styleonflict management is more appropriate
concerning certain elements. One could also afgateat conflict can hardly be managed
appropriately if we are not able to identify itsisa. Different conflict management styles may also
be used depending on the importance of conflictdasire of outcome (compare with Jameson
1999). This indicates a strategic perspective oflmd management, which is of managerial interest.

Generally it is possible to conclude that the redeéeld of conflicts in business networks, andreno
particularly in networks comprising of competitoispnly just emerging. This study is only a first
step forward in increasing our understanding albouflict management in intercompetitor
cooperation. The findings are still interestingdnese they illustrate a process perspective of iconfl
management containing the content, managementwtndme of conflicts.
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