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MODIFICATION OF THE CONCEPT OF COMPETITIVENESS
WITH SPECIAL REGARD TO THE DEMAND EMERGING
NOWDAYS ON COOPERATION
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CONCLUSIONS

What is the activating force that organizes economic affairs? The social side
of human nature means that competition alone is not sufficient because competi-
tion is the expression of human individuality. Cooperation, which gives expres-
sion to human sociality, is the other one. Reality provides many examples indi-
cating that people are more cooperative than is assumed in the standard self-
interest model. In the last twenty years the academic view has changed about
whether we should compete or cooperate for the higher competitiveness. In the
eighties they supported the opinion that the competition is the only way to
achieve success in business. Later on the argument started on competition vs. co-
operation, and they realized that in some situation the competition, while in oth-
ers the cooperation is efficient. In the same period the two definitions have
changed as well. Different writers defined competition and cooperation variously
according to their research’ approach. The study examined competition and co-
operation separately, but there exist a new notion, according to which different
independent partners can cooperate and compete at the same time with each
other. So the opposite approaches can be fused, that is coopetition. Coopetition is
a very popular solution for the present complex problems. But according to the
everyday people it is not sure, that ,,working with the enemy” can run.

ABSTRACT topic of competition and cooperation.
Finally the study rises the possibility of
coopetition, which is the newest alterna-
tive to the soulution of the problems of
the world of our time which becoming
increasingly complicated, at the same

time even this concept is debated.

Competitiveness got into the focus of
interest int he second half of the last cen-
tury and it became the main target of the
economic strategy. By reviewing several
versions of the concept, the aim of the
study is to outline a main trend, giving a

new mode of comprehension on the de-
velopment of the theme, assuring hereby
the foundation of the further research.
Taking for basis from several significant
authors, the study arrives at the question
of cooperation emerging nowadays as
wel as it confronts different opinions and
arguments with one another within the

INTRODUCTION

Economic sciences are continuously
undergoing transformation for some dec-
ades past. More and more sociological,
behaviour scientific considerations are
drawn by the economists into their ex-
aminations. Earlier scopes of analysis,
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which were confined to the narrow do-
mains of market and productions, are in-
creasingly expanded and also phenomena
pointing beyond these are included in
their research work from the field of hu-
man behaviour. In addition to the wholly
rational people, enforcing their self-
interest, also religious, self-satisfied, pas-
sionate, envious, agressive, revenging,
malicious people are taken into considera-
tion, who don’t think with a cool head and
appear as individuals intending to attain
maximum profit. Competition and coop-
eration are two driving forces for the ad-
vancement of human civilization. Any
one who is not interested in competition
or cooperation will be left out and left be-
hind. Competition is in order when there
is not enough room for everyone to be a
winner, and therefore, competition is to
separate winners from losers. On the other
hand, cooperation is the only driving
force that will make every participant a
winner. The competition is presented as
both inevitable and desirable: inevitable
because the rest of the world will compete
against us even if we don't compete
against them; desirable because competi-
tion guarantees the most efficient produc-
tion and therefore lowest prices and best
quality products (Myers, 1997). But com-
petitiveness is influenced by psychologi-
cal factors of human behavior. Competi-
tiveness is a multidimensional concept. It
can be looked at from three different lev-
els: country, industry, and firm level.
Competitiveness originated from the La-
tin word, competer, which means involve-
ment in a business rivalry for markets. It
has become common to describe eco-
nomic strength of an entity with respect to
its competitors in the global market econ-
omy in which goods, services, people,
skills, and ideas move freely across geo-
graphical borders (Murths, 1998). In this
paper just two of the perspectives have
been shown macro- and microecomomic.

MATERIAL AND METHODS

The study provides a comprehensive
survey of the literature surrounding
competitiveness, with particular empha-
sis on cooperation. International com-
petitiveness is the key objective of each
economic player therefore it should be
defined both at macroeconomic and mi-
croeconomic level. The international
competitiveness of a country is more
than a national economy’s aggregate
comparative (relative) advantage. There
are different approaches to define the
above mentioned category and analyse
how different factors affect it. I summa-
rize the main views that can show the
growth potential of a nation. The study at
issue presents the history of this concep-
tual change as well as the new demand
on cooperation emerging in our days.

RESULTS AND DISCUSSION
Macroeconomic perspective

Under classical economic theory,
specialisation in the form of Adam
Smith’s “‘division of labour’ provides for
economies of scale and differences in
productivity across nations. For Smith,
investment in capital and trade facilitates
this specialisation and raises productivity
and output growth. Moreover, growth it-
self could be reinforcing, since increas-
ing output permits further division of la-
bour and hence further growth. With re-
spect to trade, Adam Smith (1776) dem-
onstrated the gains from trade to be
made when moving from a situation of
autarky to free trade when countries have
an absolute advantage in the production
of different goods. If one country can
produce goods using less inputs in pro-
duction then it will have an absolute ad-
vantage and should export the good; or
alternatively countries should import
goods that others can produce using
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fewer inputs. Thus trade is attributed to
absolute differences in productivity.
Moving beyond Smith’s concept of ab-
solute advantage, David Ricardo (1817)
demonstrated that gains from trade could
be made when two countries specialise
in the production of goods for which
they have a comparative advantage. In
the Ricardian model, production tech-
nology differences across industries and
across countries give rise to differences
in comparative labour productivity. In
Ricardo’s ‘two counties two goods rep-
resentation’, even though workers in one
country are more productive in the pro-
duction of both goods (i.e. have an abso-
lute advantage in both goods), provided
that they are relatively more productive
in one of these goods (i.e. have a com-
parative advantage) then they should
specialise in its production, while with-
drawing from production of the other
good. The core assumptions of neo-
classical theory — perfect information,
constant returns to scale and full divisi-
bility of all factors — provide the neces-
sary conditions for the neoclassical
world of perfect competition. With re-
spect to trade, the Heckscher-Ohlin (HO)
model, also referred to as the ,factor-
proportions model” builds on Ricardo’s
model by incorporating two factors of
production: labour (as with Ricardo) and
capital. Whereas the Ricardian model as-
sumes that technological differences ex-
ist across countries, the H-O model as-
sumes that technologies are the same
across countries and that comparative
advantages are due to differences in the
relative abundance of factors of produc-
tion (factor endowments). When differ-
ent industries use factors in different
proportions then countries will specialise
in the production of goods that use more
intensively the factor with which they
are more abundantly endowed. In a ‘two
country, two good representation’, the

capital-abundant country will export the
more capital-intensive good while the
labour abundant country will export the
labour intensive good.

Keynesian theory differs on very es-
sential points from classical economic
theory, most importantly the functioning
of markets (Keynes, 1936). Contrary to
his predecessors, Keynes did not believe
that prices cleared markets at all time.
This price stickiness can lead to adjust-
ments in quantity production instead. An-
other important divergence is the view on
capital and labour. Where classic econo-
mists treated capital and labour as two in-
dependent production factors, Keynesian
theory presumes capital and labour to be
complementary. Keynesian theory is es-
sentially a theory of the short-run dynam-
ics of aggregate demand and employment
in the economy, based on expectations, as
these influence investment and consump-
tion behaviour. Aggregate output is taken
as the sum of consumption, investment,
government spending, plus exports minus
imports. The drivers of the system are the
consumption function and the investment
accelerator, together with export demand.
The latter gives rise to an export multi-
plier, in which aggregate output can be
expressed as a derived function of export
demand. The export base of a national
economy — the extent to which it com-
petes in and earns income from exports,
and the derived impact of that export in-
come on the domestic sectors and on
overall consumption and investment -
thus plays a key element in the basic
Keynesian model.

Despite the fact that improving a na-
tion’s competitiveness is frequently pre-
sented as a central goal of economic pol-
icy, arguments abound as to precisely
what this means and whether it is even
sensible to talk of competitiveness at a
macro-economic level at all nowadays.
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According to the Report of the Presi-
dent’s Commission on Competitiveness
(1984) ,,A nation’s competitiveness is
the degree to which it can, under free
and fair market conditions, produce
goods and services that meet the test of
international markets while simultane-
ously expanding the real incomes of its
citizens. Competitiveness at the national
level is based on superior productivity
performance and the economy’s ability
to shift output to high productivity ac-
tivities which in turn can generate high
levels of real wages. Competitiveness is
associated with rising living standards,
expanding employment opportunities,
and the ability of a nation to maintain its
international obligations. It is not just a
measure of the nation’s ability to sell
abroad, and to maintain a trade equilib-
rium.” It can be found in the OECD Pro-
gramme on technology and the Economy
(1992) that ,,Competitiveness may be de-
fined as the degree to which, under open
market conditions, a country can produce
goods and services that meet the test of
foreign competition while simultane-
ously maintaining and expanding domes-
tic real income” By the European Com-
petitiveness Report (2000) ,,An economy
is competitive if its population can enjoy
high and rising standards of living and
high employment on a sustainable basis.
More precisely, the level of economic
activity should not cause an unsustain-
able external balance of the economy nor
should it compromise the welfare of fu-
ture generations.”

Ronald (2003) discerned the follow-
ing elements of macro-economic com-
petitiveness:

e A successful (economic) perform-
ance, typically judged in terms of rising
living standards or real incomes.

e Open market conditions for the
goods and services produced by the na-
tion in question (i.e. there is actual or po-

tential competition from foreign produc-
ers).

e Short-term ‘competitiveness’
should not create imbalances that result
in a successful performance becoming
unsustainable.

At the same time there exist some
clear limitations to the above definitions:

e The competitiveness of a nation is
to all intents to be judged by its ability to
generate high and rising living standards.
A much broader view of well-being
would lead, for example, to an assess-
ment of competitiveness that includes
also social and environmental goals.

e Competitiveness is defined in
terms of the outcome rather than the fac-
tors that determine competitiveness. The
real question for analysis of competi-
tiveness remains, however, to identify
those factors that explain competitive-
ness rather than to describe its outcome.

Microeconomic perspective

Firm level competitiveness can be
defined as the ability of firm to design,
produce and or market products superior
to those offered by competitors, consid-
ering the price and non-price qualities
(D'Cruz, 1992). Competitiveness proc-
esses are those processes, which help
identify the importance and current per-
formance of core processes such as stra-
tegic management processes, human re-
sources processes, operations manage-
ment processes and technology man-
agement processes. The competitiveness
process can be viewed as a balancing
process that complements traditional
functional processes such as operations
management and human resources man-
agement. It enhances the ability of an or-
ganisation to compete more effectively.
Sources of competitiveness are those as-
sets and processes within an organisation
that provide competitive advantage.
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These sources can be tangibles or intan-
gibles. Firm-level competitiveness is of
great interest among practitioners. Na-
tions can compete only if their firms can
compete, argues Christensen of Harvard
Business School. Porter says ,,it is the
firms, not nations, which compete in in-
ternational markets” (Porter, 1998). At
the firm, or micro-economic, level there
exists a reasonably clear and straight-
forward understanding of the notion of
competitiveness, based on the capacity
of firms to compete, to grow, and to be
profitable. At this level, competitiveness
resides in the ability of firms to consis-
tently and profitably produce products
that meet the requirements of an open
market in terms of price, quality. Any
firm must meet these requirements if it is
to remain in business, and the more
competitive a firm relative to its rivals
the greater will be its ability to gain mar-
ket share. Conversely, uncompetitive
firms will find their market share de-
cline, and ultimately any firm that re-
mains uncompetitive — unless it is pro-
vided by some ‘artificial’ support or pro-
tection — will go out of business (4Am-
bastha — Momoya, 2004).

One of the most rapidly emerging
theories about the competitiveness of
small- and medium-sized enterprises is
that both can be accelerated through in-
ter-firm collaboration (Gomes — Cas-
seres, 1994). Small- and medium-sized
manufacturers as well as multinationals
are building more and tighter relation-
ships with other companies to achieve
greater external economies of scale,
market strength, or exploit new opportu-
nities. They engage, both formally and
informally, in joint activities such as co-
marketing, co-production, shared re-
sources, or joint development. Although
there are a growing number of local, re-
gional, and state efforts to encourage and
accelerate inter-firm collaboration, there

have been few systematic studies of their
impacts. In the absence of hard data, pol-
icy makers rely on claims of effects and
outcomes based on anecdotal evidence.
Collaboration among small- and me-
dium-sized enterprises is an emerging
approach to industrial competitiveness.
The cooperative behavior will help
small- and medium-sized firms compete,
and therefore the goal is to alter the be-
havior of enterprises and to facilitate co-
operation.

Cooperation of firms

Much of the fundamentals in this
field were established with the seminal
edited volume by Contractor and Lo-
range (1988a) on co-operative strategies
in international business, with contribu-
tions from Buckley and Casson (1988)
on a ,theory of co-operation”, Contrac-
tor and Lorange (1988b) on ,the strategy
and economic basis for cooperative ven-
tures”, Harrigan on ,partner asymme-
tries” — among other positional papers in
the same volume. The research in the
field was marked also by contributions
from Cunningham and Calligan (1991)
on ,.,competitiveness through networks of
relationships”, Hamel (1991) on ,inter-
partner learning in strategic alliances”,
Auster (1994) on ,theoretical perspec-
tives on inter-organisational linkages”,
Gulati (1995) on ,the relationship be-
tween repeated transactions and trust”,
Doz (1996) on the ,learning processes in
strategic alliances”, and on ,manage-
ment of collaborations in technology
based product markets”.

»Research has consistently shown
that competition: induces the use of tac-
tics of coercion, threat, or deception; at-
tempts to enhance the power differences
between oneself and the other; poor
communication, minimization of the
awareness of similarities in values and
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increased sensitivity to opposed inter-
ests; fosters suspicious and hostile atti-
tudes; increases the importance, rigidity,
and size of the issues in conflict. In con-
trast, cooperation and cooperative tasks
or reward structures induce: a perceived
similarity in beliefs and attitudes; a
readiness to be helpful; openness in
communication; trusting and friendly at-
titudes; sensitivity to common interests;
a de-emphasis to opposed interests; an
orientation to enhancing mutual power
rather than power differences.” — polar-
ized the scientists’ definitions Hubble
(2005). So what are the non-scientists
views about the competition and coop-
eration in the workplace?

Several article claims that conflict is
a naturally occurring phenomenon that
has both constructive and destructive po-
tential, depending on how it is managed.
Engaging in conflict tends to generate
anxiety in many people who associate it
with negative or violent outcomes, which
leads to fight or flight responses. In fact,
conflict can provide an uniquely human
opportunity to learn about ourselves and
others, to motivate necessary changes in
the status quo, to challenge obsolete
ways of thinking, relating, working, and
to innovate (Figyelonet, 2005; Huble,
2005). This is an idea, what is opposite
of the searched ones and an other opin-
ion is in harmony with these statements,
what claims that avoidance of conflicts
reduces motivation and in long term it
effects efficiency as well (Vilaggaz-
dasag, 2005). Competition in turn can be
efficient as well, not just cooperation,
because mobilizes people’s energy, and
gives aims (Lovas, 2006). Although this
statement is in correspondence with the
scientists’ views, these elements were
not involved into the research in this
topic.

So some of the articles shows that we
should not take the competition, coop-

eration and conflicts so seriously as the
scientists claims, some presents exactly
the opposite. There exist a statement ac-
cording to which the total lack of compe-
tition is ruining, but at the same time,
even the competition itself may be fatal
(HVG, 2006). An other statement em-
phasizing that negligence of the coopera-
tion between the partners what causes
measurable damages in material re-
sources, is in harmony with this (HVG,
2004). At the same time competition is
indispensable among firms which, how-
ever, sets limits to cooperation, and
competitiveness is influenced by psycho-
logical factors of human behaviour.
McCornick (2006) claims that nobody
has taught persons to carefully consider
where they want to compete and where
they want to cooperate.

Coopetition

The study investigated the two driv-
ing forces, competition and cooperation,
separately, so far. But the field of man-
agement is currently facing a number of
new challenges which find their origins
in the restless dynamics of environ-
mental change and firms strategic action
and thinking. As a result, they needed to
adapt and integrate existing theoretical
lenses and conceptual categories or de-
velop entirely new ones. In this vein, the
concept of coopetition has been intro-
duced in 1996 to further the new re-
quirements of competing via collabora-
tion. This is a business situation in which
independent parties cooperate with one
another and coordinate their activities,
thereby collaborating to achieve mutual
goals, but at the same time compete with
each other as well as with other firms.
The basic philosophy underlying co-
opetitive business relationships is that all
industrial management activities should
aim for the establishment of mutually
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beneficial partnership relationships with
other actors in the system, including
competitors (Zineldin, 1998, 2000). For
instance, two participants might establish
a strategic alliance for product develop-
ment and innovation and at the same
time compete with each other in the
marketing of the collaboratively devel-
oped products. Coopetition thus implies
that actors can interact in rivalry due to
conflicting interests, and at the same
time cooperate due to common interests
(Bengtsson — Kock, 2000/a). The central,
overarching goal is to create mutually
beneficial exchanges and added value.
Hensler (2000) describes as ,,a myth” the
notion that competition is an inevitable,
productive, enjoyable and character-
building part of human nature.

The coopetitive relationship can
broadly be defined according to Zinedin
(2004) ,,An ongoing relationship be-
tween different independent partners
which cooperate and at the same time
compete with each other. They have a
common vision and goal regardless of
the legal or organisational forms and
borders. The relationship can range from
handshake agreements to licensing and
equity joint ventures. The partners are
able and willing to cooperate and com-
pete with each other on a basis of mutual
commitment and trust, and a mutual
sharing of information, risks, and re-
wards. A growing interdependence
among key strategic partners is vital to
continued strategic relationship. Such a
relationship is treated by the partners as
a non-zero sum game.”

Reiss (2003) in his study stated that
hypercompetition and coopetition repre-
sent the essence of complexity require-
ments in the New Economy context. Co-
opetition represents a challenging mix of
competition and cooperation due to loose
network structures which do not exclude

multiple engagements in different net-
works (Brandenberger — Nalebuff, 1996;
Bengtsson — Kock 2000/b, Reiss — Beck;
2000). The combination ,,Hyper-Coope-
tition” represents an extremely challeng-
ing complexity load (Reiss, 2003).

A non-scientist opinion (Pellin,
1998) expects the trend — ,,working with
the enemy,” as some describe it — to con-
tinue. The term ,,coopetition” is being
thrown around freely in ,executive-
speak,” is now commonly used to de-
scribe a person's or group's ability to
handle increased workload at the office.
The New Economic Index described the
notion as collaboration among competi-
tors. Battista — Padula (2002) said, that
this is a hybrid behaviour. Free-market
competition is often described according
to Muck — Mystery (2004) as ,,cutthroat”
and ,,wasteful.” ,,Dog-eats-dog” rivalries
are fueled by ,,greedy self-interests” op-
erating according to ,,the law of the jun-
gle” in which ,survival of the fittest” is
the only rule. In contrast, government
regulation is said to have the potential to
promote genuine cooperation in which
citizens ,,pull together” to advance the
common good. On the rhetorical battle-
field, ,,competition” is too often out-
gunned by ,,cooperation.” Lawrol (2004)
pleads in harmony with Reiss (2003) that
coopetition is the industry’s answer to
developing complex solutions to today’s
complex problems but at the same time
,,you certainly get to know your competi-
tors better, and you do run the risk that in
the next effort where you’re competing
against them you know more about them
... and they know more about you. This
hasn’t been as problematic as you might
think, but if a relationship has gone sour,
you have insight into their weaknesses”.
So the actors of the ecomomy have dif-
ferent view from the scientific one.
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