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Small firms are faced with the challenges of competing with larger firms. This has given birth to
utilising different strategies to enhance the small firms’ capacity to achieve their corporate goals.
This study examines the nature of coopetition among small firms and how it has influenced their
ability to create value. Employing the survey research design, the study sampled 1119 small firms
and established the interaction between coopetition and value creation in small firms using the
partial least square-structural equation model. The results reveal entrepreneurial orientation is the
most prevalent type of coopetition among small firms and that coopetition is a significant driver
of value creation among small firms. The study recommends that small firms should integrate
coopetition into their strategy to remain relevant, increase their revenue, customise their services
through value-added services and create new products and services.
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1 INTRODUCTION

The firm environment’s evolving nature has
brought about new opportunities, alliances,
challenges, and new ways of addressing varia-
tions in a firm’s operations and performance.
In most recent times, competing firms have
come together to achieve their individual cor-
porate goals by creating synergy and combin-

ing strength and opportunities (Worimegbe,
2020). This paradoxical relation is known as
coopetition (Arndt et al., 2018). Coopetition
is a simultaneous situation where rival firms
existing in the same market or with the same
competencies combine resources to undertake
a particular venture in other to achieve a
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win-win situation. Di Benedetto et al. (2019)
assert that the primary purpose of collaboration
among competing firms is to pursue goals
that would be otherwise difficult to achieve
alone. Coopetition is not the only alliance that
could bring about achieving complex goals.
However, coopetition reduces the complexities
that could have been encountered in other forms
of relationships since firms in coopetition have a
better understanding of their core competencies
and the needs of the market they operate
(Seetharaman and Gallucci, 2020).

Crick and Crick (2020) opine that coopetition
has changed firms’ firm models by providing
new ways of achieving their goals by sharing
capabilities and resources while enjoying mu-
tually beneficial outcomes. Coopetition as a
firm strategy could exist regardless of the firms’
strategic status (horizontal or vertical) and the
number of years in operation. Using a judicious
mixture of collaboration with manufacturers,
consumers, and firms manufacturing comple-
mentary or similar goods, coopeting firms gain
an advantage that is not feasible if they stand
alone (Worimegbe, 2020). Hayes (2020) posits
that competing small firms and emerging firms
can collaborate to fight larger firms or integrate
to capture the market that more prominent
firms have already occupied. This relation-
ship makes the smaller firms become more
substantial entities, enhancing the individual
firms’ capacity to grow through cross-channel
promotion. Coopetition can improve efficiency,
create value, exploit and access scarce resources,
drive innovation and achieve market traction
and power among small firms (Bouncken et al.,
2015; Ritala and Sainio, 2014).

Coopetition provides the best strategic op-
tion, creates the most efficient inter-firm re-
lationship, and opens up opportunities for
different firms’ levels (Walley, 2007; Le Roy
and Czakon, 2016). The role of small firms in
the economy cannot be undervalued. Ackerman
(1999) emphasises that small firms are indis-
pensable in any society since they contribute
immensely to the economy and that these
contributions could be summarised into two.
First, small firms are pivotal to the renewal
processes that are apparent throughout market

economies. That is, emerging firms and small
firms are integral in the innovation and experi-
mentation that brings about economic growth,
technological change and productivity. Second,
small firms are the most crucial mechanism
utilised by many entrepreneurs to gain access
to broader social and economic mainstreams
as witnesses in the developed economies. Small
firms are critical to the Nigerian economy as a
whole.

Aladejebi (2020) believes that small firms
are the major drivers of the Nigerian econ-
omy, providing employment, increasing gross
domestic products, and leading to the country
being the biggest economy in the economy.
However, Turner and Akinremi (2020) explain
that 80% of the small firms in Nigeria close shop
within the first five years of their operations due
to their inability to compete favourably with
larger firms. Morris et al. (2007) reveal that
applying a coopetition strategy in small firms
operation will increase their capacity to play in
the same terrain with larger firms and capture a
substantial part of the market while increasing
their competitiveness.

Various studies have established the impact
of coopetition on customers experience in the
banking sector (Worimegbe, 2020); the role of
coopetition in innovation and market perfor-
mance (Ritala and Tidstrom, 2014; Czakon,
2018); the influence of coopetition on tourism
(Czakon et al., 2020); how coopetition has
helped in the fight against global pandemic
(Crick and Crick, 2020) and the underlying na-
ture of coopetition among small firms (Morris et
al., 2007) Yet, it has been observed some firms
adopt coopetition more than others (Wang
and Krakover, 2008) while the effect among
the various firms varies greatly (Bouncken and
Fredrich, 2016; Kyldnen and Rusko, 2011). To
the best of our knowledge, there is a dart of
literature on how coopetition could drive small
firms value creation in developing countries,
especially in the Nigerian context. According
to Czakon et al. (2020), there is a strong
need for studies to investigate the influence of
coopetition on firms’ operations, while Crick
and Crick (2020) suggests that it is critical
to understand the nature of coopetition across
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all types and levels of industries. Therefore,
this study seeks to establish the nature of
coopetition among small firms in Nigeria and
examine the extent to which coopetition could
drive the survival of these firms. Small firms’
choice as the theatre of the study was influenced
by Turner and Akinremi (2020) assertions, who
argue that most small firms do not survive
due to large firms’ coopetition. Thomason et
al. (2013) point out that coopetition is better
identifiable in small firms because they are
more proactive, intentional and interactive in
their coopetitive relationship than larger firms

2 LITERATURE REVIEW

and that smaller firms will find coopetition
relatively easier than larger firms. In achieving
the main objective of the study, three specific
questions where postulated in strengthening
the literature on coopetition and small firms
performance:

1. What is the nature of coopetition among
small firms in Nigeria?

2. To what extent does coopetition affect small
firms value creation?

3. Which of the dimensions of coopetition
and value creation should the small firms
pursue?

2.1 Construct of Coopetition
and Its Measurement

Coopetition’s paradoxical nature has been ex-
tensively discussed in the extant literature
(Gnyawali and Charleton, 2018; Czakon and
Czernek, 2016; Park et al., 2014). Bengtsson
and Kock (2000) explains that coopetition is
a simultaneous relationship where the degree
of competition is matched with the magnitude
of cooperation within a particular industry. As
firms collaborate, they do not let go of their
original nature but interact with other firms in
the same industry with some level of rivalry.
Cygler et al. (2018) note that coopetition in-
creases a firm’s capacity to be more innovative,
efficient, understand why their rivals undertake
specific actions in the industry and do not
weaken a firm’s ability to compete. Jankowska
(2010) argues that although the coopetition
relationship is seen as opposite behaviour, it is
pivotal for sustaining a firm’s survival and com-
petitiveness. Competitive collaboration among
firms is generally seen as a strategic option
employed to provide the firm with the unique
opportunity to access resources that would
have been too onerous to utilise (Stadtler and
Van Wassenhove, 2016). Coopetition strategy
does not negate the individualistic drive and
corporate goals; instead, it increases a firm'’s
capacity to achieve its goals by collaborating
with its rivals in the same industry.

Moore (1993) explains that firms can no
longer grow in a vacuum; instead, there is
a need to attract strategic resources and
strength through a partnership with available
sundries; this, coopetition provides. Ornstein
and Sandahl (2015) opine that coopetition can
be created in vertical and horizontal relation-
ships in reality and that the emergence of
the collaborative relationship among competing
firms changes the traditional view of either
cooperating or competing. Small firms are
challenged by the need to harness resources
in the external environment to overcome their
incapacities. Technology, innovation and knowl-
edge management have been established as
the main drivers of coopetition among firms
and that where these constructs exist, there is
protection against risks, opportunism, knowl-
edge hoarding that would have risen as a
result of such a complicated relationship while
simultaneously enhancing strategic agility and
innovation among collaborating firms (Gardete,
2016; Ritala et al., 2016; Soppe et al., 2014;
Bouncken and Kraus, 2013).

The issue of measurement of coopetition in
extant literature has been a significant concern,
and this is because coopetition is multifaceted
(Windsor, 2013). Contextual and systematic
review show that coopetition measurements
are industry-specific (Bengtsson et al., 2016;
Czakon and Rogalski, 2014). Czakon et al.
(2020) established that coopetition measure-
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ments are intra-industry competition, the de-
gree of change in the industry, the existence and
power of regulatory bodies, and the industrial
recycling phase. Worimegbe (2020) and Czakon
(2018) argue that the dimensions of coopeti-
tion are common central procurement (CCP),
common risks management (CRM), strategic
alliance (SA), common network governance
(CNG) and sales of a common product with
individual brands (SMFs). Luo (2007) reveals
that the right measures of coopetition in small
firms are strategic alliance, technological link-
age, market dynamics. Crick and Crick (2019)
validate that the measures of coopetition in
small firms should be. However, this study
adopts the measures proposed by Bengtsson
and Johansson (2014). The authors suggest
that small and medium firms coopete to create
and sustain opportunities; therefore, coopeti-
tion could be measured from the standpoint
of alliance portfolio management capabilities
(APMC), entrepreneurial opportunities and in-
dustries specifics such as market convergence,
temporal relationships and technological con-
vergence. These measures reflect what is cur-
rently obtainable among small firms in Nigeria
and are also in tandem with the opinion of
Zgarni (2019).

Alliance portfolio collects focal firms who
operate simultaneous and direct relationships or
networks, which could increase revenues and the
firm’s capacity to capture more markets. Ac-
cording to Hoffmann (2007), the more extensive
the alliance portfolio with different partners in
by a firm, the more its access to a diversity of
resources and information. Saebi (2011) asserts
that although most small firms are aware of this
strategy’s importance, only a few of these firms
have mastered the capacity to achieve successful
performance through alliance portfolio. On the
other hand, entrepreneurship opportunities are
situations where firms or entrepreneurs create
more viable channels and develop better ca-
pacities to create more values and create more
values and lead to better performance. Klein
(2010) posits that entrepreneurial opportunity
deals with discovering, assessing and utilising
opportunities to bring new services and goods
into the market through actions that were not

previously in existence. The entrepreneurial
opportunities are driven by creativities, inno-
vation, team building, leadership and technical
skills (Windsor, 2013). The industry-specific
measure explains the collaboration among in-
dustry players and how new standards are
created through the strategies prevalent in
such industries at a particular time (Bengtsson
and Johansson, 2014). Industry specifics also
involves the degree of customisation of products
and services in the industry.

2.2 Small Firms in Value Creation

The groupings and definitions of small firms
are divergent. The small and medium firms
development agency (SMEDAN, 2019) define
small firms as firms with 10-49 employees with
a total value between 10,000-100,000 dollars.
Olaolu and Obaji (2020) opine that small firms
are pivotal to job creation, economic develop-
ment, poverty alleviation, and improving living
standards, although they encounter numerous
hurdles in their operations. Worimegbe (2020)
explains that small firms are critical in redis-
tributing wealth and restructuring the macro-
environment to achieve sustainable goals. Ac-
cording to Machado (2016), growth is a pivotal
drive in small firms and that their survival
depends on their capacity to participate in
strategic alliances, create values and compete
with other firms in the market.

Small firms’ growth is hinged on their ability
to create value, and most small firms do not
survive because they lack the strategy that will
increase the capacity to compete (Worimegbe,
2020; McKelvie and Wiklund, 2010). Davidow
(2018) opines that the right measures of value
creation are systematically absent in existing
literature. This is borne on the premise that
available measures are centred on financial
measures. Small firms are not most times
concerned about net present values; rather, they
seek alternative ways to make their firm more
sustainable and competitive in the long run.
Thiel and Masters (2018) suggests that small
firm must create value and that not all values
are useful to the firm and society. If a small firm
exists in a competitive equilibrium industry, its
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strategy and survival will not matter in the
market since an undifferentiated rival is ready
to take its place (Jorgenson, 2015). Morris et al.
(2007) argue that in comparison to large and
medium firms, small firms are more vulnerable
to rely on the patronage of the customers, suffer
from the limited market, fluctuating demand
and the ever-evolving firm environment.

Jorgenson (2015) posits that before a firm
becomes profitable, it should be first con-
cerned about value creation. Georgescu-Roegen
(1971) asserts that a firm has created an
economic value if it achieves the conditions of
irreversibility (creating an irreversible value),
fitness (creating values that benefit human
purpose) and entropy (there is an increase in
such value created). In order words, small firms
create value through an irreversible process,
which provides the resource holder more signif-
icant benefits for society. Sharma and Carney
(2012) believe that financial measures for value
creation do not capture the true essence of small
firms. Merchant and Sandino (2009) are of the
view that financial measures of value creation
ignore value changes and economic values,
conservatively biased, transaction-oriented and
focus on the past. Jorgenson (2015) establishes
that value creation should be measured in
terms of revenue and the competitive cost of
providing a service. Merchant and Sandino
(2009) also suggest that a combination of
revenue, customer satisfaction, productivity,
research and development expenses and market
shares should be employed to measure value cre-
ation. Value creation stems from the systematic
implementation of strategies that costs, sales
capital invested and capacity utilisation.

In determining the measures of value creation
in this study, the point of view of Lieberman
and Balasubramanian (2007) would be consid-
ered. The researchers posit that value created
can only be captured by the consumer or the
producer (small firms). Jorgenson (2015) argues
that small firms fail when they do not create
value for both the producers and consumers.
Hence, non-financial measures will be adopted
in this study. The choice is also influenced by
the fact that most SMEs in Nigeria do not
have proper accounting records (Olaolu and

Obaji, 2020). The non-financial measures that
reveal value creation in both consumer and
producers in small firms are sales, new markets,
new service or product added and value-added
services (Markgraf, 2020).

2.3 Empirical Evidence Linking
Coopetition and Small Firms

Bengtsson and Johansson (2014) examine the
interaction between coopetition small and
medium-sized firms (SMEs) in the telecoms
industry to create entrepreneurial opportunities
in Sweden. The study explores SMEs’ man-
agerial issues when they employ the coopeti-
tion strategy with larger firms and how such
a relationship could be balanced to sustain
vital opportunities. Utilising three exploratory
case studies, the study established that SMEs
could increase their capacity by managing their
status and maintaining their competitiveness
through coopetition. The study demonstrated
the alliance portfolio, industries specifics and
entrepreneurial opportunities as measures of
coopetition in SMEs. Ornstein and Sandahl
(2015) investigate the link between coopetition
and firm model. The study looks into how tech-
nological innovations have brought about rapid
telecommunication and information technology
firm environments. The changes witnessed has
made firms change the way they operate and
do firm and operate. They opined that it is
not feasible for firms to operate in isolation
any longer and that firms should engage in
strategic alliances such as coopetition with
horizontal and vertical competitors. The study
further reveals that coopetition is necessary
to create and deliver values that will enhance
customers satisfaction and capture the market.
The study enriches existing literature by con-
necting coopetition to firm models since value
capture and value creation is the crux of both
concepts. Morris et al. (2007) explore coope-
tition as a driver of small firm strategy and
Turkey performance. The study investigates the
nature of coopetition in small firms and its
relevance to small firms’ operations utilising
the dimensions of mutual benefits, trust and
commitment as a coopetition measure. Using
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a survey research design and a sample of 647
small firms, the study reveals that coopetition is
based on mutual benefits in small firms and that
coopetition dimensions employed in the study
are dependent on one another.

Crick and Crick (2020) studied coopeti-
tion as a strategic tool for fighting the
COVID-19 pandemic by small firms, technolog-
ical firms, pharmaceutical organisations, non-
governmental organisations and retailers. The
study contributed to the extant literature by
revealing the heterogeneity of different firms
during the global crisis. The study recommends
that firms should evaluate the reward and
risks involved in the coopetition strategy before
integrating it into their actions. The authors
suggest that it is critical to ascertain the nature
of coopetition among the different players in
the economy and to investigate further which
is the most significant form of coopetition firms
should embark on.

Worimegbe (2020) looks into how coopetition
leads to customers experience in the Nigerian
banking industry utilising technology as a
moderating factor. The dimensions of com-
mon network governance, sales of a common
product, strategic alliance and common cen-
tral procedures were employed as coopetition
measures. Using a sample of 1537 deposit
money banks customers and the partial least
square-structural equation model (PLS-SEM)
analytical tool, the study established that
coopetition is a driver of customers experience.
The study recommends that further studies
should be conducted in more vibrant sectors of
the economy.

Zgarni (2019) study the supremacy of coope-
tition compared to cooperation in its pure form
using internal and external factors. Employing
the survey research design, the study sampled
400 Tunisian industrial firms and established
that the influence of the simultaneous adop-
tion of strategic capabilities and competitive
intensity is significant in firm performance. The
study further shows that the most significant
dimension of coopetition affecting customers
strategies while competitive intensity is the
most considerable construct affecting suppliers’
cooperation.

Czakon et al. (2020) evaluate the behavioural
dimensions of coopetition by developing a scale.
The study looks into managers’ perception of
what they believe coopetition among 368 polish
tourism firms to understand why such managers
adopt the coopetition strategy. A systematic
review of coopetition literature reveals that
the two most valid constructs of coopetition
are coopetition mindset and strategic rationale.
The confirmatory factor analysis shows that the
two latent variables reaffirm that coopetition is
intentional since the strategic rationale drives
it. Besides, the study reveals that firms pursue
coopetition with the motive of achieving the
capacity they could not attain while operating
alone. The authors contributed to the method-
ology and measurement instruments in coopeti-
tion while also empirically showing the connec-
tion between behavioural and rational dimen-
sions of coopetitive strategic behaviour in firms.
Randolph et al. (2018) analysed the inter-firm
network social capital and information technol-
ogy among fifteen non-profit organisations in
the United States of America. The descriptive
survey research was utilised in the study. 1,250
respondents were sampled. The validity and
reliability of the research instruments employed
reveals that legitimacy, resilience, knowledge
sharing, cohesion and shared goals are measures
of coopetition which will promote coopetition
and significantly affect convergence among
firms. The study also gives credence to the role
of technology as a facilitator of coopetition.

2.4 Research Gap

While the empirical literature reveals the extent
to which coopetition affect both SMEs and
multinational firms’ performance, the studies
mentioned above did not empirically show how
coopetition affects small firms value creation.
The choice of value creation was influenced by
the assertions of Jorgenson (2015), who opines
that before a firm could be moved to make a
profit and remain relevant in the long run, it
must consider value creation first. Such value
creation can be achieved through the right
strategy. Hence the following hypotheses were
formulated:
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Hypothesis 1: The dimension of alliance
portfolio management capabilities significantly
affects value creation in small firms.

Hypothesis 2: The dimension of entre-
preneurial opportunities significantly affects
value creation in small firms.

Hypothesis 3: The dimension of industries
specifics significantly affects value creation in
small firms.

2.5 Theoretical Framework:
Games Theory

The study is anchored on the game theory.
The game theory describes a situation of
strategic interaction which involve two or more
players (decision-makers) who can act in two
or more ways (strategies) in such a way that
the outcome of their actions is a function of
the strategies the players employed (Bhuiyan,
2016). Each player has well-defined priorities of
all the possible results, allowing corresponding
utilities (payoffs) to be allocated. The rules
governing players’ interactions, the feasible
tactics of players, and their expectations over
results are evident in a game (Bicchieri and
Sillari, 2005). The game theory is premised on
the idea that a game has three pivotal elements;
strategies, payoffs and players. In applying this
to coopetition and value creation, the game
theory explicitly explains the players as the
competing small firms, strategies as coopetition
and payoffs as the value created. Geckil and
Anderson (2010) opine that a game can be
distinguished from players’ perspectives, ac-
cording to rationality, cooperation, normal and

3 METHODOLOGY

extensive forms, and zero-sum and non-zero-
sum games. For evaluating various strategies
in the firm world, game theory has become
pivotal. It provides useful methods for solving
problems with the process. Many firm strategies
are plans for achieving sustainable profitability,
either in the short or long term. A firm will
often position itself effectively in the market
with the right strategy, and a firm will suffer
from the wrong plan in the long run. We believe
coopetition and value creation are centred on
the rationality and cooperation elements of the
games’ theory. This is because the rational
player is one who, considering what he wants his
rivals to do, always chooses an action that gives
the result he likes most. Two severe manners
can be distinguished. The first is referred to as
the ‘intelligent’ player who behaves rationally.
The other side is the player choosing for
random acts (Bicchieri, 2007). Games may be
classed as cooperative and non-cooperative. A
game that requires players to collaborate on
a joint strategy is called a ‘cooperative game’
(Bhuiyan, 2016). The assumption is that players
(competing firms) would make strategic choices
(coopetition) that will add value to their oper-
ations. Samuelson and Nordhaus (2010) argue
that economic life entails numerous circum-
stances in which firms or other organisations
engage strategically. Game theory analyses how
two or more groups compete in an environment
like a market and choose strategies or actions
that affect all participants jointly. Hence, in
the apriori, it is expected that there will
be a positive relationship between coopetition
dimensions and value creation in small firms.

The survey research design was utilised in the
study. The study area adopted for the study
is Lagos State, Nigeria. Lagos State’s choice
was influenced by the fact that according to
SMEDAN (2019), the state has the highest
number of small firms in Nigeria and Lagos
state is the seventh-largest economy in Sub Sa-
hara Africa. The total population of small firms
in this state are 8,042. The raosoft sample-size

calculator at 2% margin and a 95% confidence
interval was employed in arriving at a sample
size of 1398. According to Hamburg (1985),
this sample size is sufficient and recommended
for this survey and that it is most efficient to
provide the right answers to the phenomenon
at hand than a larger sample size where the
survey responds to just a small percentage of
the sample. A sample size > of 400 reduces
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the error component so that small differences
are regarded as statistically significant (Hair et
al., 2010). Hence, considering the constraints
of the research setting and theoretical aspect
of this study, the sample size of 1398 was
considered adequate for the study and making
it possible for the generalisation of the result in
line with the position of Mugenda and Mugenda
(2003). Since the small firms in focus are diverse
in characteristics, the sample size was further
divided between the small firms in the service
sector and manufacturing sector to ensure
the respondents’ adequate representation was
taken from each category (service sector and
manufacturing). This criterion was used to
capture the small firms’ sector adequately.

The questionnaire research instrument was
utilised in the study. Mugenda and Mugenda
(2003) posit that the questionnaire has a
higher level of objectivity in comparison to
other survey instruments. To ensure adequate
representation of the sample size, the sim-
ple proportion method was employed. The
questionnaires were equally divided between
the top managers/operating officers in the
selected service and manufacturing sector. Six
hundred eighty-nine questionnaires were each
distributed to the service and manufacturing
sector. The questionnaire developed by Bengts-
son and Johansson (2014) for coopetition and
Markgraf (2020) for small firm value creation
was adapted for the study with modification to
capture the local dynamics. A seven Likert scale
questionnaire was employed in the collection of
data. According to Worimegbe (2020), the seven
Likert scales provide a more accurate reflection
and true evaluation of respondents’ opinions.
The Seven Likert scale measurement was de-
signed from 1 = least agreed, 7 = strongly
agreed. This also was to optimise the reliability
and accuracy of the research instrument.

The research instrument consists of two
sections tagged “Coopetition” and “Value Cre-
ation”. The questionnaires were administered
with the aid of research assistants to the
small firms’ owners/managers. A total of 1119
questionnaires (80.04%) were retrieved (533
in the service industry, 77.3% and 586 in
the manufacturing sector, 85.1%). This shows
that the sample size sufficiently satisfies the

conditions for multivariate and subgroup ana-
lysis as established by Hair et al. (2010). The
multivariate analysis was adopted in order to es-
tablish the interaction between the dimensions
of coopetition (alliance portfolio management
capabilities, entrepreneurial opportunities and
industries specifics) and the dimensions of value
creations (sales, new markets, new service or
product added and value-added services). It
will also allow the simultaneous assessment
of all response variables in this study. This
will help the researchers determine the most
significant observed construct of coopetition
explaining value creation in small firms. The
analysis will also reveal the most significant ob-
served measure of value creation, influenced by
coopetition. Hence, the study utilises the partial
least squares structural equation model (PLS-
SEM) to explain the interactions and strength
of the path, evaluate how best the models fit
the data and test each hypothesis. To test the
overall significance of each of the hypothesis,
the F-statistics was employed. It makes it
possible for the estimation of the cause-effect
relationship between the latent variables. The
confirmatory factor analysis will enhance the
testing of a priori model of the measured
variables. The SMARTPLS 3 statistical tool is
used in the analysis of data.

3.1 Model Specification

Anchored on the Games Theory, it is expected
that coopetition will be a direct antecedent
of value creation in small firms. Based on
the above premise, the following models were
formulated.

For Hypothesis 1:

Value Creation = o + 81 (APM) +pu, (1)

where APM = Alliance Portfolio Management,
o is the constant, 31 is the coefficient estima-
tor, u is the error term.

For Hypothesis 2:

Value Creation = 5y + B2 (EO) +pu,  (2)

where EO = Entrepreneurial Opportunities, 5y
is the constant, [ is the coefficient estimator,
w is the error term.
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Tab. 1: Operationalisation of Variables

Latent Variables Observed Measurement

Studies

Coopetition

Entrepreneurial Opportunities

Industries Specifics

Alliance Portfolio Management

Bengtsson and Johansson (2014)

and authors modifications

Sales

New Markets

New Services Added
Value-Added Services

Value Creation

Markgraf (2020)

For Hypothesis 3:

Value Creation = By + 3 (IS) + i1,  (3)
where IS = Industries Specifics, 5y is the
constant, O3 is the coefficient estimator, u is the
error term.

Value Creation = sales, new markets, new
service or product added and value-added
services.

From the above discussion, it is expected
that all the dimensions of coopetition will
exhibit a positive relationship with the dimen-
sions of value creation. Hence there will be a
directly proportionate relationship coopetition
and value creation in the above model.

Tab. 1 reveals the coopetition and value cre-
ation measurements used in the study adopted
from existing literature.

3.2 Reliability and Validity

The Confirmatory Factor Analysis (CFA) was
employed in the psychometric properties’ eval-
uation. The dimensions of the explanatory vari-
able (coopetition) and the explained variable
(value creation) were tested, and items in the
model restricted to the conditions established
by Fornell and Larcker (1981). In other words,
the latent variables and internal consistency
of the items were > 0.5. The results ob-
tained exhibit acceptable construct reliability
and average variance. This is important in
establishing content and construct validity. In
ensuring face validity, the researchers’ adopted
the instruments utilised by previous while
modifying them to reflect local dynamics. The
questionnaires were administered twice at an

interval of two weeks to the respondents in order
to measure what it was intended to measure.

Tab. 2: Second-order Confirmatory Factor Analysis

Measurement Construct Average Variance
Reliability Extracted

Coopetition 0.842 0.738
Alliance Portfolio 0.808 0.713
Management

Omployment 0.854 0.726

pportunities

Industry Specifics 0.792 0.683
Value Creation 0.824 0.732
Sales 0.843 0.761
New Markets 0.789 0.686
New Products 0.886 0.715
and Services

Value Added 0.782 0.653

Services

Notes: Goodness-of-fit indices: CMIN = 2.82;
CFI = 0.97; IFI = 0.96; RMSEA = 0.05

The goodness-of-fit indices in Tab.2 show
that CMIN (chi-square/Degree of Freedom),
Comparative Fit Index (CFI), Incremental Fit
Indices (CFI) and Root Mean Square Error
of Approximation (RMSEA) fall within the
acceptable criteria established by Kline (2005).
These indices are critical in testing each of
the proposed models (hypothesis) in order
to evaluate their confirmatory factor analysis
and structural equation model. Hence, in es-
tablishing how best the explanatory variable
and the dependent variable fit in this study,
the goodness-of-fit indices would be employed
in each hypothesis and their path analysis.
According to Hair et al. (2010), the CMIN
should be < 5, RMSEA < 0.005, CFI < 0.90
and IFT < 0.90.
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Tab. 3: Sample Profile

Demographics %
Gender (1119)

Male 60.3
Female 39.7

Marital Status

Singles 28.7
Married 48.0
Others (widowed and separated) 23.3
Education

Secondary 19.3
Tertiary 80.3
Age of Respondents

18-35 33.9
36-65 52.4
65 and above 13.7
Years of Firm Existence

1-5 46.2
6-10 41.6
Above 10 years 12.2

Tab. 3 shows the profile of the sample respon-
dents. The profile reveals that the majority of
the respondents are male (n = 675; 60.3%).
This shows that most of the small enters are
owned/managed by men. The majority of the
sampled respondents are married (n = 537;
48%). An implication of this is that most of
the small firms are owned /controlled by married
people. In terms of the respondents’ educational
level, the survey reveals that many respon-
dents attended tertiary institutions (n = 898;
80.3%). Most of the owners/managers have at
least a minimum of polytechnic or university

4 RESULTS

education. The majority of the respondents
are between the working-class age in Nigeria,
while the highest age bracket of firm own-
ers/managers falls between 36-65 (n = 586;
52.4%). The survey analysis shows that most
small firms are between 1-5 years (of opera-
tions, while the small firms’ average age = 5.56
years. This indicates that most of the sampled
firms are above the 1-5 years liquidation period,
as argued by Olaolu and Obayji (2020).

Tab. 4: Normality Analysis

Tests Model 1 Model 2 Model 3

Skewness 0.464 0.682 0.598
(0.000) (0.000) (0.000)

Kurtosis 2.100 0.988 1.046
(0.000) (0.000) (0.000)

Cook Distance

(Independence 0.098 0.022 0.0744

of Residual)

The normality test in Tab. 4 shows that the
variables meet the requirements has recom-
mended by Kline (2005). To ascertain for any
undue influence on the model results, the Cook
Distance was used, and the value shows that
there is no presence of undue influence on the
model. The kurtosis and skew measures are used
to see whether the metrics met the normality
generalisations (Kline, 2005). The descriptive
statistics used to examine skew and kurtosis.
According to Brown (2006), when using the
structural equation model, acceptable skewness
values range from —3 to +3, and acceptable
kurtosis values range from —10 to +10. Hence
the values of the measurements fall within the
acceptable criteria for analysis in this study.

Fig. 1 shows the nature of coopetition among
small firms in the service and manufacturing
industry. 29% of small firms in the service
industry are in coopetition to enhance alliance
portfolio management while 33% of the small
firms in the manufacturing industry are in for
the same reason. The result also shows that
44% of small firms in the service industry

and 41% of small firms in the manufacturing
industry coopete for entrepreneurial opportu-
nities enhancement while 27% of the small
firms in the service industry and 26% of the
small firms in the service industry conclude
that industry specifics influences the nature of
coopetition amongst them. The result estab-
lished the nature of coopetition among small
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Fig. 1: Nature of Coopetition Among Small Firms in Nigeria

firms as being influenced by entrepreneurial op-
portunities. The result further reveals that the
entrepreneurial opportunities drive for coopeti-
tion is more in the small firms’ service industry
than in the manufacturing industry.

4.1 Hypotheses Testing

Tab. 5: Hypothesis 1: The dimension of alliance portfolio
management capabilities significantly affects value
creation in small firms

Variable B SE B T-value Sig
Alliance

Portfolio 0.832 0.017 0.845 49.71 0.000
Management

AdjR? 0.74

F-Stat 63.022

P 0.000

The results in Tab.5 show that coopeti-
tion significantly influences small firms value
creation. There is a significant and positive
relationship between coopetition and value cre-
ation (8 0.845). The adjusted coefficient
of variation (R? = 0.714) shows that 71.4%
variation in small firms value creation is caused
by alliance portfolio management. The standard
error (SE = 0.017) shows that the model is
a good fit by indicating the extent alliance
portfolio management accurately predicts value
creation in small firms since the value falls
between the accepted estimates 2.5. The un-
standardised (B = 0.832) reveals that value

creation in small firms increase by 0.832 units
when alliance portfolio management increases
by a unit. The T-value (tc = 49.71; p = 0.000)
indicates that alliance portfolio management
significantly predicts value creation in small
firms. The F-stat (Fc¢ = 63.022; p = 0.000)
establishes that alliance portfolio management
is reliable and significant in explaining value
creation. The findings show that alliance port-
folio management significantly drives value
creation.

Fig. 2 reveals the estimates of the paths and
the error variance of all the paths, estimating
the influence of the alliance of portfolio manage-
ment on coopetition. Hu and Bentler (1999) de-
veloped a combinational methodology for model
fit evaluation using a GFI = 0.90, CFI = 0.90
and RMSEA = 0.05. Reporting these estimators
is critical in testing the hypotheses. They eval-
uate the current fit and the inconsistency be-
tween the data set and the measurement model
relevant to the sample size. Root Mean Square
Error of Approximation (RMSEA) indicates if
the causality between variables can be analysed,
and a value closer to 0 indicates a good fit. The
Goodness fit Index (GFI) and the Comparative
Fit Index compare the target data’s compat-
ibility with the null model’s alignment. The
goodness fit of the structural equation model
shows CMIN = 2.132, p = 0.000; GFI = 0.97,
RMSEA = 0.06, IFI = 0.96, CFI = 0.95). The
path coefficients show the interaction among
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the latent, observed and explained elements.
The results show that AMP4 (coopetition
increasing revenue, tc = 2.280) is the most ex-
plained variable in portfolio management affect-
ing value creation. The path analysis also shows
that new product and services (tc = 6.269) are
the most significant value creation construct
explained by alliance portfolio management.
NPS3 (Our products and services are cus-
tomised, t¢ = 5.830) is the most significant
explaining new product and services.

Tab. 6: Hypothesis 2: The dimension of entrepreneurial
opportunities significantly affects value creation in small
firms

Variable B SE B T-value Sig
gg(‘jfgj;‘i?;al 0.896 0.033 0.893 27.06 0.000
AdjR? 0.798
F-Stat 48.071
P 0.000

Tab. 6 result shows that entrepreneurial op-
portunities significantly influence small firms
value creation. There is a significant and
positive relationship between entrepreneurial
orientation dimension and value creation
(8 =0.893). The adjusted coefficient of vari-
ation (R? = 0.798) shows that 79.8% vari-
ation in small firms value creation is caused
by the quest for entrepreneurial opportuni-
ties among coopeting firms. The standard
error (SE = 0.033) shows that the model is
a good fit by indicating the extent to which
entrepreneurial opportunities predicts value
creation in small firms since the value falls
between the accepted estimates < 2.5. The
unstandardised (B = 0.896) reveals that value
creation in small firms increase by 0.896 units
when entrepreneurial opportunities increase by
a unit. The T-value (t¢ = 27.06; p = 0.000)
indicates that entrepreneurial opportunities sig-
nificantly predict value creation in small firms.
The F-stat (F'c = 48.071; p = 0.000) establishes
that entrepreneurial opportunities is reliable
and significant in explaining value creation. The
findings of the result assert that entrepreneurial
opportunities significantly influence value cre-
ation.

Fig. 3 reveals the estimates of the paths and
the error variance of all the paths, estimating
the influence of entrepreneurial opportunities
on value creation. The goodness fit of the struc-
tural equation model shows CMIN = 1.532,
p = 0.000, GFI = 0.96, RMSEA = 0.05,
IFI = 0.97, CFI = 0.98). The path coeffi-
cients show the interaction among the latent,
observed and explained elements. The results
show that EO2 (Our alliance has brought about
innovations in our operations, t¢ = 3.359) is
the most explained variable in entrepreneurial
opportunities affecting value creation. The path
analysis also shows that new product and
services (tc = 6.332) are the most significant
value creation construct explained by alliance
portfolio management. NPS3 (Our products
and services are customised, tc = 5.175) is the
most significant explaining new product and
services).

Tab. 7: Hypothesis 3: The dimension of industries specifics
significantly affects value creation in small firms

Variable B SE B T-value Sig
Isr;de‘;fftiz 0.825 0.041 0.811 19.780  0.000
AdjR2 0.657
F-Stat  44.231
p 0.000

The results in Tab. 7 show that industry-
specifics has a significant influence on small
firms value creation. There is a significant and
positive relationship between industry specifics
and value creation (8 = 0.811). The adjusted
variation coefficient (R? = 0.657) shows that
industry specifics cause 65.7% variation in
small firms value creation. The standard error
(SE = 0.041) shows that the model is a good fit
by indicating that industry-specifics accurately
predict value creation in small firms since
the value falls between the accepted estimates
< 2.5. The unstandardised (B = 0.825) reveals
that value creation in small firms increases by
0.825 units when industry-specifics increases by
a unit. The t-value (tc = 19.780; p = 0.000)
indicates that industry specifics significantly
predict value creation in small firms. The F-stat
(Fec = 44.231, p = 0.000) establishes that
industry specifics are reliable and significant in
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Fig. 2: Alliance of Portfolio Management on Coopetition

explaining value creation. The findings of the
result assert that industry specifics drive value
creation in small firms.

Fig. 4 reveals the estimates of the paths and
the error variance of all the paths, estimating
the effect of industry specifics on value creation.
The goodness fit of the structural equation
model shows CMIN = 1.677, p = 0.000,
GFI = 0.98, RMSEA = 0.05, IFI = 0.96,
CFI = 0.97). The path coefficients show the
interaction among the latent, observed and
explained elements. The results show that 1S3

5 DISCUSSIONS

Value Added

Services VASS

NPS1

NPS2

NPS3

NPS4

New Products/
Services

NPS5

(The need for customisation brought about
collaborating with our rivals, t¢ = 3.502)
is the most explained variable in industry
specifics influencing value creation. The path
analysis also shows that new product and
services (tc =6.617) are the most significant
value creation construct explained by industry
specifics. NPS4 (Our products and services are
unique to each type of customer, t = 5.858) is
the most significant explaining new product and
services.

The survey analyses in figure 1 show the nature
of coopetition prevalent in small firms. 29%
of the service industry firms assert that they
utilise the coopetition strategy to capture the
difficult markets and manage their portfolio al-

liance. In comparison, 33% of small firms in the
manufacturing industry indicate that they are
coopetition for alliance portfolios. This implies
that many small firms coopete with different
industry rivals to access more resources and
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information. However, in achieving the study’s
first objective, which determines the nature of
coopetition among small firms in Nigeria, the
findings reveal that most small firms are in-
volved in coopetition because of entrepreneurial
opportunities. Small firms explore and exploit
coopetition as a strategy to create better
services and products and achieve profitability.
44% of service firms and 41% of manufacturing
small firms are involved in coopetition to access
and utilise entrepreneurial opportunities. The
result corroborates Bengtsson and Johansson
(2014) and Worimegbe (2020) established that
firms are involved in coopetition to take ad-
vantage of opportunities they would not have
accessed as standalone firms.

Hypothesis one reveals the interactions be-
tween the dimensions of alliance portfolio man-
agement and value creation in small firms. The
findings indicate that alliance portfolio man-
agement is a driver of value creation in small
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firms. The more firms are involved in alliance
portfolio management, the more they can create
values that will lead to better performance in
the long run. The result also shows that the
need to increase revenue in alliance portfolio
management drives customisation in new prod-
ucts and services. It was also revealed that
new product and services are the main essence
of value creation in small firms. The findings
support Czakon et al. (2020) and Dyer and
Singh (1998) revealed that alliance portfolio
management would enhance the firm’s capacity
and position in achieving competitiveness while
increasing its networks and activities.
Hypothesis two indicates the degree of in-
fluence of entrepreneurial opportunities dimen-
sions on value creation dimensions in small
firms. The result shows that entrepreneurial
opportunities significantly influence value cre-
ations. This implies that the need for the inter-
firm network is driven by the need to explore
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and exploit entrepreneurial opportunities, and
this leads to an increase in new product and ser-
vices. The results show that alliance in coope-
tition has brought about innovations in small
firms’ operations, which has made it possible
to create more opportunities leading to value
creation. In terms of value creation, small firms
need to exploit entrepreneurial opportunities to
create new products and services to customise
services and products. The result adds credence
to the opinions of Klein (2010) and Ritala
and Hurmelinna-Laukkanen (2009), who adds
that entrepreneurial opportunities strategy is
pivotal to creating value while supporting the
arguments by Shane and Venkataraman (2000)
that the strategies employed in pursuing oppor-
tunities could create more values for the firm.
The third hypothesis shows the degree of
effect of industry specifics dimensions on small
firms value creation. The result established
that industry specifics significant affect value
creation. The more industry-specific network
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increases, the more the small firms’ capacity
to create new product and services and stay
profitable and competitive in the long run.
The interaction of the individual dimensions
reveals that the need for customisation by small
firms has brought about coopetition, which
greatly influences the uniqueness of product
and services delivered to the different categories
of customers. Bengtsson and Johansson (2014)
and Machado (2016) suggest that participating
in strategic alliances by small firms create
values and compete with other firms in the
market is strengthened by this finding.

The analysis also established coopetition
and value creation dimensions a small should
pursue par time. While the industry survey
reveals that the entrepreneurial opportunities
dimension is the most pursued by the service
and manufacturing firms in the market, the in-
ferential statistics reveal that alliance portfolio
management is the most significant coopetition
dimension (¢t = 49.71) which small firms should
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pursue. The result also shows that new product
and services are the most significant value
creation measure in small firms. Hence, small
firms should first explore and exploit ways
to provide new products and services that
meet the customers’ needs. In comparison, this
contradicts Jorgenson’s (2015) opinion which
suggests firms should consider revenue and cost
of providing services first that value creation
should be measured in terms of revenue and
competitive cost of providing a service. This
study’s findings address key issues and provide
direction for small firms in attaining competi-

6 CONCLUSION

tiveness through the process of value creation.
Small firms should be involved in coopetition
strategy. Firms which operate simultaneous
and direct relationships or networks will enjoy
increased capacity and capture more markets.
While coopetition is not the only strategy to
capture new markets, this study provides a
more robust strategy that makes the small firms
collaborate with their rivals to capture access to
a diversity of resources and information. Small
firms also provide new product and services
that will enable them to capture the market and
compete favourably with the larger firms.

The study examined the influence of coopetition
on small firm value creation. Extant literature
provided the need to examine the nature of
coopetition among small firms and determine
the extent to which coopetition affects small
firms’ value creation and the dimension of
coopetition and value creation small firms
should pursue at a particular period of time.
Utilising the dimensions of alliance portfo-
lio management, entrepreneurial opportunities,
and industry specifics for coopetition, the study
established that coopetition dimensions signifi-
cantly affect small firms’ value creation (value-
added services, new markets, new products
and services, and sales. The study also reveals
that alliance portfolio management is the most
significant dimension of coopetition that small
firms should first pursue, while the creation of
new products and services should be the first
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