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Abstract
The concept of cooperation amongst competitors, known as ‘Coopetition’
has been considered for some time in scholarly publications. Despite the
 
          
there has been comparatively little attention paid to the factors that lead
to a successful coopetitive relationship. Through this qualitative study
the research explores, the factors that affect a successful coopetitive
relationship. Based on a series of in-depth interviews and focus group
discussions with senior managers of three banks, the study examined
what determines the success of coopetition among competitors within
             
 
             
affect the success of coopetitive relationships. The study further
concludes that power balance positively moderates the relationship
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" 
between the organizations was found to be the most important factor
affecting a successful coopetitive relationship within the Sri Lankan
banking industry.
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Introduction
0             
collaborating with your enemy is an area that is mostly frowned upon (Bonel et al,
2008). Today, as new players and technology continue to enter and disrupt the
                
‘coopetition’, or ‘cooperative competition’ (Morris, Kocak & Ozer, 2007; Bengtsson &
Kock, 2000). Given customer needs and demands, companies are compelled to work
together with their competitors to add value and increase performance (Josh, 2003).
The concept of simultaneously competing and cooperating is called ‘coopetition’
+#  / 9 <===> *              
share technology, to build common infrastructure, to fast track transactions and even
       +?  <==H>        
                    
challenges that are presented before them (Samarasiri, 2012). Hence, cooperating
with competitors or rather coopetition, seems to be the best way forward for many
banks to thrive in the market place (Seelanatha, 2010).
Competition is stronger among large banks operating predominantly in international
markets, and weaker among small banks operating mainly in local markets, while
medium sized banks take an intermediate position (Bikker & Haaf, 2002). In the
banking industry, banks cooperate in areas such as ATM sharing, cash management
services, remittances and currency chests, and this is way beyond the traditional
concept of correspondent banking, which helped banks to draw on their relationships
with other banks to offer services such as demand drafts to customers (Josh, 2003).
       V  W=X          
                     
(Seelantha, 2010). The economic growth in the country is positively correlated
with the performance of the banking industry. Thus, the Central Bank of Sri Lanka
           Y       
operate in the same context with similar market conditions, there are varying levels
of performance. Sharing common facilities such as ATMs with other banks in the
                    
              +  
2010). Since many banks use coopetition as a strategy for a better and more stable
performance, it is evident that some banks are more successful at it than others.
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performance, there has been comparatively little attention paid to identifying the
factors that lead to a successful coopetition relationship (Bengtsson & Kock, 2000;
O’Donnell, Carson & Gilmore, 2002; Morris, Kocak & Ozer, 2007). Thus, the
problem surfaces as to why such variances exist, and what factors affect the success
of coopetition in the Sri Lankan banking industry.
Though existing literature in the area of coopetition provides a wide scope regarding
the evolution and rationale for companies choosing to compete and cooperate
simultaneously, very few studies exist in the area of banking (Thomason et al.,
2013), and those have been carried out largely in an SME context (O’Donnell, Carson
& Gilmore, 2002; Morris, Kocak & Ozer, 2007). However, previous studies did not
yield any work that had been conducted on coopetition in a wider Sri Lankan context
nor in the banking industry in particular. The banking industry in Sri Lanka plays a
vital role in the Sri Lankan economy. Many Sri Lankan banks have failed to perform
due to excessive competition and working independently without cooperating. Too
much of competition among banks can be detrimental to the industry as a whole.
* 9  / [  +<==\>  
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research in coopetition. Therefore, performance implications of coopetition may vary
depending on cost structures, competitive intensity, technology base, and related
conditions within a given industry. It is important to study the banking industry
in depth to identify the factors that lead to a successful coopetition relationship
                    
"                 ] 
research indicated the need for the present study. Thus, exploring the factors that
determine the success of a coopetitive relationship in the banking industry will
further enhance the existing literature on coopetition.
Previous studies have found several factors that affect a coopetitive relationship.
'          V       
coopetition (Morris, Kocak & Ozer, 2007). Furthermore, commitment and mutual
                   
strong positive impact (Morris, Kocak & Ozer, 2007; Mogan & Hunt, 1994). The
available empirical studies indicate that for a coopetitive relationship to be successful,
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required (Nuojua, Tähtinen & Palo, 2011). In addition to exploring the direct effect
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a coopetitive relationship, the research also focused on identifying the moderating
effect of other variables. Similar to previous research studies, this study attempts to
identify the role of power that changes the dynamics of a coopetitive relationship
+{]$  |}}\> &             
supremacy that exists in a relationship can affect the success of a relationship when
                     
expectation levels in the relationship (Morris, Kocak & Ozer, 2007). Therefore, this
indicates a moderating effect on the factors that affect a coopetitive relationship.
Although coopetition is an area that has evolved over the past few decades, it has not
been studied in-depth globally, and it has been largely overlooked in the Sri Lankan
context. While many western research studies have proposed direct factors that
lead to a successful coopetitive relationship, there is a need for empirical research
to validate the conclusions in different contexts, and test their applicability in other
countries. Sri Lanka being a South Asian country with a unique socio-cultural context,
this study hopes to contribute to the current understanding of how a coopetitive
     V  
     '   
further examines the role of power balance through a moderating effect, previously
overlooked in scholarly literature. Thus, this study will address the empirical gap
V                   

Sri Lankan banking sector and other industries in general, who have been wavy in
entering into coopetition agreements, and who have been struggling to understand
   
             
because the lack of knowledge may have resulted in unsuccessful coopetitive
    
               
              
0 
               
discussed and the propositions related to the factors affecting coopetition along with
                  
will ensue. The paper concludes by highlighting the managerial implications, the
limitations of the research and recommendations for future studies.
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Literature Review
Coopetition
Coopetition, has its theoretical foundations in the game theory presented in the
highly acclaimed book ‘Theory of Games and Economic Behavior’ by John Von
Neumann and Oskar Morgenstern (Stein, 2007). It is further explained in the book
that in a social exchange economy, a participant tries to obtain an optimum result,
but in order to achieve this he must enter into relations of exchange with others as
well. Coopetition is based on the principle that business is not necessarily a zero sum
game where each situation is a win-lose, and there can actually be instances where
win-win is achieved by cooperation among the competitors (Stein, 2010).
Further, coopetition has a background emerging from the resource-based view,
and it seeks the market success of a company in acquired resources (material and/
or non-material), which allows for differentiating from competitors and building
an advantage over them (Markiewicz & Adamus, 2012). Establishing coopetitive
  "             
             
achieving the advantage in bargaining situations and the more expressive boosting
of one’s position, even in negotiations with powerful players in the market (Luo,
2007).
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relationship with licensees that were also its competitors (Gomes-Casseres, 1999).
                  
the behaviour is termed “Coopetition” (Morris, Kocak & Ozer, 2007). In coopetition
two or more competing organizations cooperate to create a bigger business pie
and simultaneously compete for bigger pieces (Brandenburger & Nalebuff, 1996).
             "    
and at the same time cooperate when there are common interests (Bengtsson &
Kock, 2000). Coopetition goes beyond the conventional rules of competition and
cooperation in order to achieve the advantages of both (Brandenburger & Nalebuff,
1996). While many studies (Bengston & Kock, 2000; Brandenburger & Nalebuff,
1997) have focused on coopetition between companies, it has also been recognized
that individuals may cooperate concerning some aspects and compete within other
aspects (Tidstrom, 2008). To achieve a long-term coopetitive relationship, each
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must adapt to one another’s strengths and weaknesses, and also understand mutual
strengths and weaknesses to help achieve a deeper understanding and enhancement
of the relationship (Chin, Chan & Lam, 2008).
The success of a coopetitive relationship in the Sri Lankan banking industry is
measured through the sustainability of the relationship and the continuity of it.
Previous scholars have proposed many factors that affect the success of a coopetitive
relationship (Morris, Kocak & Ozer, 2007; O’Donnell, Carson & Gilmore, 2002).
While acknowledging that different factors affect the success of a coopetitive
relationship, this study suggests the following factors to be of great importance for
the success of coopetition in the Sri Lankan banking industry.

The impact of Trust on the Success of Coopetition
             ] 
relationships, is well-established in the literature (Morris, Kocak & Ozer, 2007;
O’Donnell, Carson & Gilmore, 2002; Bengtsson & Kock, 2000). Coopetition produces
  V    
           
Without trust between the parties in a coopetitive relationship either party cannot
move forward or achieve the accepted results through the relationship (Morris,
Kocak & Ozer, 2007). When one party trusts another and enters into a coopetitive
relationship, they trust one another to be loyal and truthful to the relationship and at
the same time, each must trust the partner to not engage in competitive actions that
           +#  / 9 <===>
Coopetitive relationships in business networks are generally said to be built upon
trust and mutuality (Morgan & Hunt, 1994). Hence, trust becomes the initial motive
with which to enter into an agreement or a relationship with another, and to remain
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                 ]   
mutual interest (Morris, Kocak & Ozer, 2007). A commonly accepted description of
trust is that it encompasses two aspects, namely, faith in the intentions of others and
     +$ ? /    |}=     [ Z $  /
Gilmore, 2002).

- 63 -

Proposition 01: Trust between the parties in a coopetitive relationship affects
              #  0 

Impact of Firm Commitment on the Success of Coopetition
$                
ongoing investments (Sargeant & Lee, 2004). This desire includes a willingness
                     

                  
determinant of successful coopetition (Morris, Kocak & Ozer, 2007). Commitment
levels in coopetitive relationships are built around exchanges of existing knowledge,
cooperative research and development activities, alliances for setting new standards,
and collaborative agreements to integrate existing businesses (Garaffo, F., 2002,
    * 9  / [  <==\> *     "  
where the parties involved in a coopetitive relationship become highly committed
                 
                   
improved productivity, wider distribution, higher customer satisfaction, and better
product performance (Morgan & Hunt, 1994).
     
             

success of the partner’s business, the implications of under-commitment become
more severe (Sherer, S.A, 2003, as cited in Morris, Kocak & Ozer, 2007). Thus, it
   
      
   
low commitment which affect the whole success of the coopetitive relationship
(Amaldoss et al., 2000). Both trust and commitment develop over time, such that
an understanding of either of them is a key determinant for the sustainability of a
   +   /  <==> Y   "      
with the interactive effect of both contributing to relationship success (Morgan &
Hunt, 1994).
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Industry.
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difference is that the competitive side of the relationship does not require a mutuality
                   +*
9  / [  <==\>            
for all parties, organizations will not come together. Swenson (2002) stresses the
               "   
     
         
same manner, organizations continue to agree to cooperate when there is mutual
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Impact of Resource Compatibility on the Success of Coopetition
The idea of organizational resources and capabilities being the source of cooperative
relationship from the resource-based view encourages different companies to work
              +!    / & 
2011). For the companies to be able to work together there should be a compatibility
of resources. Resource compatibility in coopetition has two elements that can exist
        "  +!    / &  <=||>
'                  
types of resources or based on unique resources. As explained by Dowling & Roering
+|}}W>    "            
coopetition. This resource compatibility creates reciprocal interdependence, as the
            +!    / & 
2011). According to Morris, Kocak & Ozer (2007), this phenomenon also appears to
be tied to resource heterogeneity, and it leads to both intense rivalry between direct
              
               
that sharing resources does not undermine its own competitive position, and that
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cooperation will be stronger (Morris, Kocak & Ozer, 2007). According to Nuojua,
Tahtinen & Palo, 2011, resource compatibility leads to successful R&D coopetition,
and rare and strongly required compatible technological capabilities need to be
together.
&  = % $           
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The Moderating Effect of Power Balance on the Success of
Coopetition
                    +*
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Casseres, 1997). Size affects bargaining power and mutual expectation levels in the
relationship, and power imbalance exists where one of the actors can win more
than the others, but also where nobody is powerless (Crozier, J., 1973, as cited in
[   <=|=> 0     
        
the ability of an entity A to get a favourable situation over an entity B during the
negotiation process. According to Thomas Hobbes’s Social Contract Theory (1651),
human beings are extremely individualistic, and are subject to a restless desire for
power that ceases only with death. They, therefore, inevitably struggle for power.
Being suspicious of one another and driven by fear, they are also likely to engage in
proactive actions and to invade one another to ensure their own safety. Bengtsson
& Kock (1999), highlight that competition within strategic groups is comparatively
less intensive than between strategic groups. They further argue that competitors
within a strategic group tend to avoid rivalry, because mutual dependency can be
               
Power-seeking individuals will attempt to destroy or moderate one another. In such
uncertain conditions where everyone is a potential aggressor, making war on others
is a more advantageous strategy than peaceable behaviour. With this thinking in
                 
other, and showcase their power over others at any given point of time (Hobbes,
|W|>       
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power balance within organizations. The power balance aspect will alter the strength
of the coopetitive relationship and also of these factors.
&  = & #          
                  
             #  0 
In the light of the propositions developed based on the literature, the relationship
proposed is graphically shown in Figure 1. The conceptual model is built on the basis
                

success of coopetition, while power balance moderates these relationships
Figure 1: Conceptual Model

Methodology
The study was predominantly conducted based on a qualitative approach through
a case study strategy. The decision to select a qualitative methodology was mainly
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commercial banking industry in Sri Lanka consists of only 24 banks, a number which
is unsatisfactory vis-à-vis population size when conducting a quantitative study. A
case study approach was chosen since this method allows an in-depth exploration
of a contemporary, complicated and social event strongly embedded in its context
(Yin, 2009).
Moreover, the case study approach is an appropriate method for this particular
research study as it can help in examining the decisions and behaviour of groups
and individuals within organizations and inter-company relations together, by
comparing different cases against each other. As per Yin (2009), the stronger or
more desirable way of using the case study method in research is to use multiple
case studies. This provides an opportunity to broaden the array by covering the same
issue more intensely, and increases the chances of producing credible results.
Thus, with this view, a multi-case analysis for the research study was selected,
where three private commercial banks from the Sri Lankan banking industry were
chosen in conducting the study. Three different case studies were built by analyzing
             ]    
captured through a cross-case analysis. Out of the three banks chosen, the main case
study was developed based on a bank which is among the top three largest private
commercial banks in Sri Lanka. The second commercial bank chosen is also large in
                       
                    
different means of handling the two different types of relationships that arise due
                    
can be properly understood by this selected organizational mix, since big banks and
small banks have different levels of power.
    
             ]
structured in-depth interviews and four focused group discussions within a period
of two months. The secondary data was captured using documents and archival
records. The in-depth interviews were conducted with senior managers, corporate
       V           
discussions were held with executive grade employees of the three banks comprising
         0      V       
with an experienced banker with more than forty years of experience in the industry
to obtain a holistic view of the study. The average time of an interview ranged
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from 45 to 60 minutes, and was conducted using structured and semi-structured
interview guides. The interviews were conducted in English, and were recorded with
the permission of the participants. In analyzing the data, the information gathered
from the participants was transcribed and, thereafter, was coded using the NVivo
software. The closed coding system was used and this was guided by the propositions.
For the purpose of data analysis the thematic analysis approach was used, and this
adopted a method of clustering, coding and categorizing as a means of qualitative
data analysis. A theme captures something important about the data in relation to
the research question, and represents some level of patterned response or meaning
within the data-set (Braun & Clarke, 2006). The propositions shaped the data
collection plan and similarly, it provided a guidline to the priorities to be adopted in
analytical strategies.
                
the weight of the evidence, and the process was repeated until satisfactory answers
were drawn. The study has further looked at this method through continuous
and backward analysis, where data was analyzed and reanalyzed as the analysis
 Z               
By analyzing case by case, an overall pattern of the evidence was achieved through a
cross-case analysis.
Guided by Yin (2009), the research study used the proposed tests and tactics to
increase the acceptability of the conclusions drawn which are explained further in
                    "
                   
the original objectives of the study. This was followed by the operationalization of
the concepts which were directed by previously published studies. In order to ensure
construct validity, multiple sources of evidence were used. Multiple methods such
as in-depth interviews, focus group discussions as well as secondary data or desk
research were used in order to create triangulation. With data triangulation, the
potential problems of construct validity were addressed because multiple sources of
evidence essentially provide multiple measures of the same phenomenon.
The main concern coming under internal validity is whether the researcher has
considered all the factors concerned when he/she is trying to explain the relationship
between two factors. To overcome this, pattern matching and explanation building
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and a repetitive thematic analysis and a further cross case analysis were done.
External validity is hard to achieve in a case study research where the generalizability
                ]
studies will be used to ensure external validity. In order to ensure the reliability of
         
          
investigator carries out the study all over again. To achieve this proper documentation
was maintained, by having a case study protocol and a case study data base. All steps
in the study were transparent where any party can check any step(s) at any time
    
      
    
biases of the study were minimized.

Analysis and Results
Case 1: Bank A
Bank A was incorporated in the 1980s as a public limited company in Sri Lanka,
and during its almost 30 years of operations, it has achieved a tremendous growth,
and has succeeded in becoming one of the three largest private commercial banks in
Sri Lanka. Bank A is renowned to be the most technologically advanced bank in Sri
Lanka, and has continued to develop new ways of increasing customer convenience.
At the end of year 2014, the total assets of the bank stood at Rs.432 billion with a
market capitalization of Rs.32 billion. Bank A, over the years has won many accolades
for its performance, and is known to be one of the most promising and ethical banks
in Sri Lanka.
In general Bank A believes the Sri Lankan banking industry to be highly competitive
where cooperation and collaboration is still at a very low level. As per the respondents,
when considering competition and cooperation together, more weightage is given
to competition over cooperation. Being in a highly regulated industry, other than
the instances where banks voluntarily initiate coopetition, there have been some
instances where the regulator forces banks to enter into coopetition agreements.
According to Bank A, when considering a coopetitive relationship, trust is the base
that holds the relationship, and trust becomes a determining factor when deciding
whether the relationship will lead to a successful closure or not. The moment a bank
loses its status in the industry as a reliable and honest player, no one would be willing
to enter into a coopetitive relationship with it. Not being truthful to the other party
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        #          
and future cooperative actions are limited. Personal and organizational reputation
and integrity will matter in how truthfully one acts in a coopetitive relationship.
“In any relationship trust is important. But here mainly we are talking
to someone else and taking a decision of millions. Not only millions, but
billions. It will basically affect everything if someone tries to mislead
the other”. (Bank A - Chief Manager – Risk)
Thus, as much as trust is important in a coopetitive relationship, one cannot depend
on trust alone when entering into a relationship with a competitor. While trust is the
base that holds a relationship, in the Sri Lankan banking industry complete honesty
and truthfulness do not exist.
              
factor in determining the success of such a relationship. When the bank enters into
a cooperative agreement with another bank, they consider mainly what they will get
out of the relationship. Operating in a highly competitive industry, bank A carries
out a cooperative act only with the intention of getting something back immediately
or with the view that it will generate future positive outcomes. Coopetition or
friendly competition creates a win- win situation and nothing is carried out on pure
generosity.
“When you are into cooperation that is where every party wins. Friendly
    ]              
is a large bank or a small bank”. (Bank A - Chief Manager – Commercial
Credit)
Bank A is certain that commitment of the banks involved in a coopetitive relationship is
a deciding factor in determining the sustainability and the success of the relationship.
The more each party commits to a relationship with money, information, time and
effort as well as other resources, the probability of the relationship being a success
is high. The commitment levels of all parties involved in a relationship won’t be
    '               
                    
a success.
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“Commitment comes with their (the other bank’s) vision. So they must
look at the big picture rather than going for shallow competition, and
        
          
must get that vision and be committed to the relationship”. (Bank A Chief Manager – HRM)
When banks have that attitude, they will not be tempted to focus only on short
                     
relationship and committed to making a sustainable coopetitive relationship with
competitor banks irrespective of whether it’s a formal coopetition or an informal
coopetition.
Furthermore, for a coopetitive relationship to function successfully, the resources
of each party have to be well-matched with the other party’s resources. If that
   V      
        
relationship will not materialize. In many coopetitive relationships one of the most
important resources that brings about the success of the relationship, is compatibility
of technology. Nevertheless, according to bank A, the most crucial element in the
relationship is the compatibility of people. Thus, even though the cultures and styles
of carrying out business are different between the two parties in a relationship, if they
can work with each other properly irrespective of those differences and continue to
function smoothly, then coopetition will lead to success.
The Sri Lankan banking industry consists of large banks that are known to be giants
as well as small banks. The giants control the industry because of their experience
and expertise. Due to their high bargaining power, other banks are dependent on
them. Even though Bank A works with banks of all sizes, when it comes to being
in a coopetitive relationship, the bank likes to have the upper hand, and holds the
controlling stake in the relationship. The bank believes it is not something that
is done deliberately but attributes it to human desires that comes with the power
attached to a bank. However, even though banks stated that they do not have a
problem with entering into a coopetitive relationship with a bank of any size, when
given an option, a bank would choose big banks over smaller banks.
With the culture that prevails in Sri Lanka, personal relationships are given greater
importance than others. Similarly in a coopetitive relationship, the network the
individual employees have built, and their personal relationships with other bankers
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play a vital role in making a coopetitive relationship stable and successful. Cooperative
activities that are otherwise impossible can be achieved by having positive human
       0             
moderated to some extent, it is because of the personal relationships the employees
of banks have with each other.
“To tell you frankly I don’t think there is a friendly competition because
each person is driving for their bottom line. So you can’t expect a friendly
competition unless you have personal contacts with the managers in
other banks”. (Bank A - Chief Manager- Branch Banking)
Further, due to the personal commitment or value that is placed on personal
relationships, the employees of banks are sometimes reluctant to compete with
other banks aggressively. Hence, this factor has created the basis for a successful
coopetitive relationship in the banking industry.

Case 2: Bank B
Bank B, incorporated also in the 1980s as a public limited company has been in the
   
      [     #    
                    
        <=|            HHX 
the asset-base stood at Rs. 250 billion. Bank B has a market capitalization of Rs.
32 billion. The Bank’s commitment towards creating excellent shareholder value
was recognized during the year 2014, and their contribution to the whole banking
community has been acknowledged.
The Bank views coopetition as an essential element for the successful establishment
and operation of the banking industry as a whole. The Sri Lankan banking industry
is of an oligopolistic nature where a few major players dominate the market.
“Even in the banking industry if you look more closely into it, it has
     &       V  
dominate the market. Being in an oligopoly, the players do understand
that there is a limit to which you should go competing. This is a very
positive thing”. (Bank B - DGM – Marketing)
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Bank B explains cooperation among banks in two ways. Firstly, cooperation can be
of a voluntary nature and, secondly it can be forced cooperation by the regulator.
Amongst the other relationships, trust plays a vital role in entering, maintaining
and continuously working with another bank. According to the respondents,
when dealing with other banks on a certain task, at one point, trust is obtained
through formal agreements explicitly stating the expectations. In some instances,
banks depend on past track records and trust each other even going to the extent
of believing or trusting the other party to act in good faith through informal and
unwritten agreements.
“Trust is very important. Without trust you can’t really continue a
relationship like this. When trust is breached, it damages lots of things.
Also it is the customer that loses if there is some kind of issue between
the two parties”. (Bank B – DGM- Treasury)
When operating in a highly competitive industry, unless in rare circumstances, a
bank wouldn’t genuinely help another without expecting something in return. There
   ]                  
from working together.
“In something like this people cooperate not purely based on good faith
and out of pure generosity. You can’t do business like that. You look
at what’s in it for you and cooperate with one another or help when in
need”. (Bank B – DGM- Retail Banking)
                    
generation, and for the other it might be cost reduction. Or it can even be access to
an asset or technology they do not possess. Irrespective of the objective, there has to
                     
not come immediately. However, in the long term they can materialize with even
greater advantages.
According to Bank B, in a coopetitive relationship the effort each party puts into
the relationship matters a lot. For the bank, entering into a relationship knowing
that all the parties involved in the coopetitive relationship are highly committed
is really important, and gives it greater self-assurance. Further, knowing that the
other party puts a considerable amount of effort to make the relationship a success
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relationship and that is likely to turn out to be a success.



“You know when you start to do something alone you are determined to
make it work. That same level of enthusiasm and commitment should
be there when you work with another party. Then only they look forward
to working with you and put their effort as well to make the relationship
a success”. (Bank B – DGM- IT)
[     
      
    
on the other in this regard is the expected commitment of the other party and the
faith that they will keep true to the agreed conditions both explicitly stated and also
implied.
For coopetition to be successful, compatibility or interdependency of the resources
between the two organizations is important. The importance of compatibility of
resources is twofold. It can be based on the compatibility of the same type of resources
or complementary resources. The respondents emphasized that even though all the
                   
may become the turning point of the relationship.
0  
        
 ! 
example Bank A has the ‘Finnacle’ core banking system. Bank C has
it too. So eventually if they want to work together they will look at the
link”. (Bank B - DGM- IT)
0             
     
party has over the other changes the relationship to a certain extent. The way Bank B
deals with another bank of the same size, and the method of dealing with a bank of a
different size or level is different. Since the Sri Lankan banking sector is still in the
initial stages of coopetition, banks do not wish to cooperate in areas where there is a
strategic advantage to them.
One major factor Bank B considers to be affecting a successful coopetitive
relationship outside the proposed factors discussed in the research study, was the
personal relationship among employees of the banks. The respondents referred to
this as informal coopetition, and the Bank places a great importance in networking.
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“Organization to organization doesn’t have a formal contract. But person
to person, they have an agreement. So, personal relationships matter a
lot. In a foreign country you wouldn’t see this sort of coopetition. In
Sri Lanka it’s not about what you know, but who you know”. (Bank B DGM – Marketing)
Operating in an Asian country, where social relationships pervade in all spheres of
life, it is inevitable that these kinds of factors play a major role even in professional
organizations.

Case Three: Bank C
Bank C is a public limited company incorporated in mid 1990s. Having being in the
banking industry for almost 20 years, Bank C is known to be a very aggressive bank
      %     |     
 <=|             
 <=X  
tremendous performance and a rich balance sheet with an asset base of 79 billion,
                     
being a small bank compared to the large giants in the banking industry, Bank C has
registered its name as a bank with a high potential. The other banks in the industry
 #  $     
Bank C views coopetition in the banking industry of Sri Lanka to be a positive
mechanism. The bank is under the impression that through coopetition lots of new
opportunities for banking will materialize in the future and that the banking industry
will blossom. Nevertheless the bank is concerned that too much friendly competition
would be detrimental to the industry as a whole and therefore a bank should be
         0              
to survive alone. Hence, Bank C believes that it is always the best decision to be on
good terms with other banks and choose cooperation over competion.
For Bank C, when entering into a coopetition relationship, trust plays a vital role.
Since the bank is not well established, it is not in a position to rule out any player as
being safe. In fact Bank C is extra cautious about everyone in the market and knows
one wrong move can be very costly for them.
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“There is a danger in whom we are tying up with. You have to be careful
about whom you are dealing with and their reputation. Their intention
   +#  $ ] $  YV  [>
The basis for the existence of the industry is trust, and the Bank tries its best to be
truthful at all times, and expects reciprocity.
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develop through the relationship before entering into a coopetitive relationship with
    0          #       
                    
   0                

       
Unlike the factors other banks consider important when entering into a coopetitive
relationship, this bank doesn’t give the same importance to commitment. Due to
not assigning a proper value to commitment, in many instances, the coopetition
relationships the bank has entered into have resulted in unsuccessful outcomes.
The bank believes that even though coopetitive agreements are not legally binding,
the parties involved have to stay committed to the agreements and work with
determination, having faith that the relationship will be a success.
According to bank C, when the two parties involved in a coopetitive relationship have
different types of resources, the interaction and compatibility of those resources
create a relationship that exists based on the interdependence of the two parties.
    
             V 
when the parties have different resources, and where both parties can obtain the
maximum out of the resources they possess.
“In our case now whatever we do, we will not go with a bank which
has the same resources as ours. So we will try to tap a bank which has
more resources, more competencies and more experience in those
 [          
     
as ours”. (Bank C – Head of Credit and Retail Banking)
However, even though the resources are different, there should be some kind of link
or connection between the two resources, so that both parties can function without
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 "  0                 
determining aspects in a coopetitive relationship.



The bank is under the impression that if there is a balance of power between the
parties to the relationship, there is a tendency for the relationship to be successful
and continuous, as against one party having power over the other. The bank also
believes that this is due to the fact that big banks sometimes think egoistically, and
that prevents them from working with small banks.
“We don’t have a problem of working with any bank, big or small.
Sometimes small banks don’t work with us because we are the fastest
growing bank in Sri Lanka and they view us as a threat. But big banks
refuse to work with us because of their ego and they don’t trust us
because we are small”. (Bank C – Head of HRM)
There have been many instances where Bank C has felt that the big banks tried to
dominate them in coopetitive relationships. The Bank had therefore felt uncomfortable
in their relationship, and had prevented the bank from continuing the relationship
and getting into transactions in the future. This dominating power of the big banks
                 
banks.
One factor that emerges, in the Sri Lankan banking industry is that informal
relationships seem to be more prominent more than the formal coopetitive
relationships. Banks prefer informal coopetitive techniques over formal coopetitive
relationships, mainly because informal relationships arise based on personal
relationships. These relationships built through personal contacts arise due to
different reasons and encounters and are proven to be stronger than any other
method of coopetition.

Cross Case Analysis
Empirical studies conducted through the in-depth analysis of three leading
commercial banks in Sri Lanka indicated different types of competitive and
cooperative relationships in the three settings. According to the representatives
from the three banks, the Sri Lankan Banking industry has high competition and low
cooperation. The three banks believed there is much more scope for growth in the area
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of coopeting in the Sri Lankan Banking industry. Unlike in previous studies carried
out on the same theme, where coopetition happened solely based on the decision of
companies, the practices in the Sri Lankan banking industry is quite different. Since
the Sri Lankan banking industry is highly regulated, according to the Banks A, B and
C, coopetition happens based on the will of the banks as well as being forced upon
by the regulator, The Central Bank of Sri Lanka. This is viewed somewhat resentfully
by the big banks A and B. According to their perspective, through a competitive
                    
all the other players. This may take the competitive advantages away from them.
The analysis showed that out of the four direct factors proposed by the research
study, trust becomes the most important aspect for the success of a coopetitive
                   
by the respondents of the three banks. As per bank A, banks depend on past track
records and trust among them. They even go to the extent of believing or trusting the
other party to act in good faith, through informal and unwritten agreements. Bank
#                 
how the partner will balance self-interest against mutual interest. Bank C states that
many coopetitive relationships have failed due to breach of trust and lack of faith
in the competitor’s ability to work towards the required goals. When strong trust
reinforces all the relationships, all three banks believe that the other party values the
            "     
                  
'       V       
                     
the three banks when entering into a coopetitve relationship is that each action
         #  $   
      
the dimensions of trust and commitment cannot adequately capture a coopetitive
relationship.According to Bank A and B, cooperation with competitors is not purely
     
        ]   
      
  #  #  
  
from coopetition are different for the two parties. For one party it can be a cost saving
device, or an increase in revenue, while for the other party it may be an increase
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Bank A and B consider commitment to be a crucial element in making a coopetitive
relationship a success. However, similar importance was not given to commitment
in Bank C’s perspective. However, a lack of commitment may have lead them into
many unsuccessful coopetition relationships as well. Banks A and B emphasized
that if determination and loyalty exist in a relationship, there is no need for a legal
contract to exist. The moral obligation to be committed will bind the parties, which
will in turn lead to commitment as a result of this moral obligation.
In the Sri Lankan banking industry, resource compatibility was found to be an
important area in determining the success of a coopetitive relationship. According
to respondents from the three banks, the importance of compatibility of resources
arises in two ways. Banks cooperate either based on similar types of resources or
based on different and unique resources.
0                   
relationships to be the most crucial factor in a coopetitive relationship in the Sri
Lankan context. This was found to be the same when talking to respondents of all
three banks. The personal relationships that the employees and management of one
bank have with representatives of other banks become the most crucial factor in
a coopetitive relationship. This paper argues that personal relationships render all
the other factors neutral or less important. The three Banks believed that personal
relationships which have a direct effect on the levels of trust of the employees in the
     "      
      
The study further suggested that power balance or the size of the banks has a
moderating impact on the other factors that affect the success of coopetition. Bank
A and B being the big banks tend to have more bargaining power in a coopetitive
relationship, and are known to be exercising power over the small bank, Bank C.
Bank A and B place a high level of trust in each other compared to the level of trust
they place in Bank C. This is due to the maturity and experience the two banks show
in conducting business. Thus banks of similar sizes, where there is similarity in size,
prefer to work with one another.
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the coopetition relationship. Due to the high bargaining power of large banks, when
    
                
Even though Bank A and B, didn’t directly agree to this, many respondents indirectly
acknowledged the validity of the above statement. Both Bank A and B believed that
it is fair to get a better deal in a coopetition relationship since in most cases their
contribution was more. However, Bank C stated that in many instances they have
felt that large banks were taking advantage of them which prevented them from
continuing the coopetition relationships or entering into new agreements with the
said banks.
Further, resource compatibility was also moderated by the size of the banks or the
balance of power. Resource compatibility was found to be stronger between Bank A
and B whilst Bank C on many occasions failed to create the resource compatibility
that is required to create a sustainable coopetition relationship. This was due to small
banks’ inability to acquire similar technology and resources as large banks such as
Bank A and B. In some cases it was the incompatibility of the human resources which
restricted the relationships from continuing smoothly.
However, the commitment factor which was found to be an important factor in a
successful coopetition relationship was not disturbed by the balance of power
between the two or more banks in a coopetitive relationship. Whether it was Bank A,
B or C, the commitment levels in the relationship was equal. This was due to different
                     
Whatever the reason may be, the commitment levels stayed strong irrespective of the
level of power each bank possessed.

Discussion of Findings
                  
of previous research as well as highlighted different aspects which were found to
be unique to the context the study was conducted in. According to the four type
coopetition model proposed by Chin, Chan & Lam (2008), that is Monoplayer (low
competition, low cooperation), Contender (high competition, low cooperation),
Partner (low competition, high cooperation) and Adapter (high competition, high
cooperation), the Sri Lankan Banking industry falls under the “Contender” type.
A contender is an organization that competes with competitors for market power,
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competitive position and market share, maintaining a high degree of competition
and a low degree of cooperation (Chin Chan & Lam., 2008).
Further, unlike in other countries where different studies show that coopetition
is purely of a voluntarily nature, Coopetition in Sri Lanka is two-fold, forced and
voluntarily. This is mainly due to the highly regulated nature of the industry, which
the Sri Lankan banks operate in. Further, voluntary coopetition occurs both formally
and informally. Formal coopetition happens at the organizational level under formal
contracts and informal coopetition happening through the personal contacts of
individual employees at a personal level.
The Sri Lankan banking industry operates in a highly competitive market where only
a few players dominate the whole industry. Since the Sri Lankan banking industry
is at its early stages of coopetition, the decision to coopete with another is decided
upon cautiously. Further, it is affected by many factors. Some factors are given high
priority whereas some are not.
$  ]               
coopetition relationship (Sargeant & Lee, 2004), Sri Lankan banks give the highest
importance to trust when cooperating with another bank. Trust becomes the basis
       +* 9  / [  <==\>  
the non-transparency of intentions is more often cited as preventing collaboration
(O’Donnell, Carson & Gilmore, 2002). Thus, when the parties involved in a
coopetition relationship tend to be dishonest and unreliable, the sustainability and
                     
not achieved. Hence, the ability to trust the other party unconditionally is given the
utmost importance in a coopetition relationship.
Further, the trust between the organizations in the Sri Lankan banking industry
    "          Z  
relationships of employees and personal contacts, informal coopetitive relationships
                  '   
such as Sri Lanka, where high importance is given to the relationships that exist
                 
 
       "         
suggested that inter-personal relationships may have an impact on the cooperative
    +$  $  /   <==>>       
 ]
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national cultures (Felzensztein & Gimmon, 2007), and social networking positively
"  ]  
The second most important factor that affects the success of the coopetition
                      
that is derived from the coopetitive relationship. Hence, it is highly unlikely that a
                  
                    
]                 *   
 "          +* 9  / [ 
<==\>                
dimensions of trust and commitment cannot adequately capture a coopetitive
relationship (Morris, Kocak & Ozer, 2007). Accordingly, Adler (1967), states that a
                 
                $   
Sri Lankan banks showed all interest in entering into a coopetition relationship
                 
       
    

coopetitive relationship, commitment is an important factor, similar to trust
(Morris, Kocak & Ozer, 2007). The study viewed commitment as a desire to maintain
a valued relationship through ongoing investments (Sargeant & Lee, 2004). Without
the equal commitment of all parties in a coopetition relationship, the agreements
       
       
The importance of resource compatibility in determining the success of a coopetitive
     
        
  
conducted. However, in the Sri Lankan banking industry, resource compatibility
is given maximum importance. Resource compatibility acts as the base where it
provides a common platform to operate in. This goes in line with the idea placed in
R&D coopetition, where Nuojua, Tahtinen & Palo (2011) emphasize that resource
compatibility in coopetition is about being able to exist or work together without
  " 
This study suggests that the role played by the balance of power among banks is of a
       "          0  
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be concluded that in a coopetitive relationship in the banking industry, trust, mutual
               
Where there is a balance in power that arises through size or better bargaining power,
the relationship is positively moderated. Even though commitment is important in
making a successful coopetitive relationship, there is no strong evidence to conclude
that this factor moderates the success of a coopetitive relationship in similar manner.

Practical Implications
The study highlights several practical implications. The practical implications are
useful within an organizational context. Thus, conclusions from this study can
effectively assist managerial decision-making. Firstly it emphasizes the importance
of coopetition, how it has the potential to be a novel managerial mindset to guide
                 
a coopetitive system of value creation. Some coopetitive relationships operate
successfully in a stable and continuous manner, and result in increased performance,
while others fail, leaving the intended objectives unachieved. Hence, it is important
for managers to know what factors lead to a successful coopetitive strategy so that
managers and decision makers of the organizations would be guided in making a
               
 
                   
affect a successful coopetitive relationship. Hence, when entering and maintaining
a coopetitive relationship, managers can be mindful of these factors. Furthermore,
              
presented here are potentially useful to managers, as they could contribute to the
enhancement of formal and informal social networks, as a means to achieve a higher
   ]          

Theoretical Implications
Numerous coopetition related studies have been conducted in western countries;
            
South Asian country such as Sri Lanka. By conducting this study, coopetition from
a South Asian perspective is revealed. In such ways the empirical gap in the area of
coopetition will be addressed. The Sri Lankan banking industry is a well-regulated
industry and coopetition in such a regulated industry seemed to be overlooked in
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previous studies. The study was able to highlight how coopetition is conducted in
a regulatory environment and what factors affect successful coopetition in such
an industry. Furthermore, the study adds to the existing factors that have been
                   
suggests that resource compatibility has an effect on successful coopetition in
an R&D context (Nuojua et al., 2011). Through this study it was established that
resource compatibility has a direct impact on the success of general coopetition in the
        *       
    
                 
the Sri Lankan banking industry. Osarenkhoe, (2010) proposed that power among
                 
any studies have looked at the role of power in a coopetition relationship. This study

            
"
coopetition relationship and its success.

Limitations and Directions for Future Research
Relationships among competitors are complex as well as important (Morris, Kocak &
Ozer, 2007; O’Donnell, Carson & Gilmore, 2002; Bengtsson & Kock, 2000). Not every
coopetitive relationship can be expected to be a success. It is, therefore, a challenge
to further increase the body of knowledge related to the factors that affect and lead
to successful coopetition, and increase the ability to manage complex coopetitive
                   
conclusions regarding the factors that affect a successful relationship are based on
the analysis of the relationships between competitors within three banks in the same
  $               
developing countries in South Asia respond to coopetitive relationships, and their
level of success. The main limitation of the study is the sample used. Only three
banks were used to draw generalizations to represent the practices of the whole Sri
Lankan banking industry. Thus increasing the sample size to strengthen the ability
to generalize this study across different parts of the world and also across different
            {       
an issue in case study research (Yin, 2009). Using the multiple case study approach
is supposed to minimize this error. However, generalizability is weak with any type
of case study as it only focuses on a few main areas and this is certainly a limitation.
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More empirical work is encouraged in order to understand the moderating effect
of power balance on the success of a coopetitive relationship. More research is,
indeed, required to understand the cultural impact on business networks aimed at
coopetition. Moreover, a holistic perspective could be fruitful to adopt and identify
the impact of personal relationships on trust which is one factor that determines
the success of a coopetitive relationship. Future research can also focus on the
           
 "  
of a coopetition relationship.

Conclusion
In the attempt to empirically identify the factors that lead to a successful coopetitive
                  
proposed by many other previous scholars were proven to hold true in coopetitive
relationships in the Sri Lankan banking industry. Despite this fact, many other
studies related to coopetition were done in an SME context, and the results were
proven to be effective, establishing the importance of these three factors in spite
of the conducted industry and context. The moderating effect of balance of power
                 
                   
stronger, as opposed to when there is an imbalance of power. Accordingly, the paper
suggests the need to examine the role of power balance in a more complex model
with the inclusion of an additional factor, personal relationships, which was found
to have the highest impact on the success of coopetition in the Sri Lankan banking
industry.
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