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Coopetition (collaboration between competing firms) is a phenomenon that has recently captured a great deal of
attention due to its increasing relevance to business practice. However, current research on coopetition is still
short on explaining how the potential advantages of coopetition can be realized over time as part of an individual
firm's business model. In order to gain insights into this, we conduct a longitudinal, in-depth case study on the

coopetition-based business models of Amazon.com. We find evidence of three distinct coopetition-based busi-

Keywords:
Coopetition
Collaboration
Competition
Business Model
Amazon.com
Case study

coopetition.

ness models: (1) Amazon Marketplace, (2) Amazon Services and Web Services, and (3) the collaboration be-
tween Apple and Amazon on digital text platforms. We conclude by forwarding several propositions on how
value can be created and captured by involving competitors in a firm's business model. As a whole, the results
contribute to the current understanding of how firms - as well as their stakeholders - can better benefit from

© 2013 Elsevier Inc. All rights reserved.

1. Introduction

Firms increasingly collaborate with their competitors to gain bene-
fits that they could not achieve alone, including risk and cost sharing,
sharing distribution channels, co-marketing, and collaborative innova-
tion. In academic research, as well as in business practice, this phenom-
enon has been named coopetition (see e.g. Bengtsson & Kock, 2000;
Brandenburger & Nalebuff, 1996). Coopetition typically evolves over
time and shapes the competitiveness of firms, as well as the overall
logic of industries (Andersen & Fjelstad, 2003; Choi, Garcia, &
Friedrich, 2010; Roy & Yami, 2009; Rusko, 2011; Wang & Xie, 2011).
Firms that are successful in their coopetition strategies and activities
are thus well positioned to gain competitive advantages over other in-
dustry actors in various contexts. For instance, both Sony and Samsung
have been shown to reap major benefits from applying coopetitive ele-
ments in their strategy in LCD-TV markets (Gnyawali & Park, 2011). A
study by Kock, Nisuls, and Soderqvist (2010) illustrates that coopetition
strategies have been beneficial for internationalizing small and
medium-sized firms in Finland. Furthermore, a recent study (Peng,
Pike, Yang, & Roos, 2012) shows how a focal firm in the Taiwanese su-
permarket network has been able to utilize coopetition over time to in-
crease its performance.

The above examples show that coopetition can be a beneficial strat-
egy for firms and that there are many ways and contexts in which such
coopetition-related advantages can be achieved. However, the existing
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strategic and marketing literature has not examined this issue system-
atically from a perspective that would explicitly distinguish between
different types of coopetition-related advantages and the mechanisms
leading to such advantages. In this article, we suggest that using a busi-
ness model perspective is helpful in understanding how an individual
organization can affect the mechanisms of value creation and capture
in a coopetition context. Thus, we approach the aforementioned re-
search gap by introducing the concept of coopetition-based business
models. While there are many definitions of a business model, most of
them include either the explicit or implicit notion that business models
should include the logic for value creation and capture. In fact, a busi-
ness model has been generally defined as a platform between strategy
and practice, describing the value creation and capture mechanisms at
a firm's disposal (e.g. Amit & Zott, 2001; Chesbrough & Rosenbloom,
2002; Teece, 2010). There is thus a clear linkage between business
models and coopetition, since value creation and capture are at the
heart of both seminal (Brandenburger & Nalebuff, 1996) and more re-
cent conceptualizations of how coopetition relationships could be ana-
lyzed (Gnyawali & Park, 2009; Ritala & Hurmelinna-Laukkanen, 2009).

In our formulation of coopetition-based business models, we take
into account not only the perspective of the focal firm but also the
whole coopetition logic in terms of simultaneously collaborating and
competing actors related to a particular business model. In particular,
we answer the question of how a particular firm can increase value crea-
tion by involving competitors in its business model, and what the mecha-
nisms are through which the firm itself can capture value in such settings.

To provide evidence in this setting, we present a longitudinal, single-
case study examining Amazon.com's coopetition-based business
models since the firm's establishment. As a concept, the business
model initially gained ground in e-business, since it was able to capture
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the industry's complex and varied nature (e.g. Amit & Zott, 2001; Shin &
Park, 2009; Timmers, 1998). The empirical part of this study is also in
this context, and thus we believe that the business model concept will
be especially helpful for our analysis. In particular, the analysis is con-
ducted on Amazon.com's coopetition in the global book industry. We
have used data triangulation to incorporate rich evidence on the case:
The sources include annual reports and financial statements, news re-
leases, interviews, as well as existing research evidence (e.g., Harvard
Business School cases, journal articles, books) on Amazon.com. The re-
sults of our study show that Amazon.com has successfully adopted
coopetition-based business models in three particular phases over
time — all of which have had a substantial impact on the global book in-
dustry, as well as on Amazon.com's survival, growth, and evolution.

The results contribute theoretically to the coopetition literature by
integrating the business model perspective with the analysis of
coopetition strategies of individual firms. This also adds to the existing
business model conceptualizations, which do not usually explicitly in-
clude competitors within the business model of the firm. Empirically,
we analyze how coopetition-based business models are utilized and
combine these insights with theoretical development, resulting in prop-
ositions on the role of coopetition-based business models in value crea-
tion and capture. These results help to analyze the impact of individual
firms' coopetition strategies from a systematic perspective and differen-
tiate between value creation and capture, which has been called for in
earlier coopetition research (Gnyawali & Park, 2009; Ritala &
Hurmelinna-Laukkanen, 2009).

The remainder of this study is formulated as follows. First, we dis-
cuss the key concepts of the study. Second, we develop a theoretical
background for the generic drivers of coopetition-based business
models and provide concrete examples from the existing literature.
This is followed by a longitudinal case study of Amazon.com's evolution
in terms of coopetition initiatives. Next, we put forward a set of propo-
sitions on the rationale of involving competitors within the business
model of a firm. Finally, we present our conclusions and suggestions
for further research.

2. Coopetition and business models

Coopetition has been broadly defined as collaboration between com-
peting firms or the simultaneous competition and collaboration be-
tween the same actors (Bengtsson & Kock, 2000). In this paper, we
discuss coopetition as a simultaneously collaborative and competitive
relationship, which takes place between two or more firms within the
same value chain position, that is, between horizontal actors. The sec-
ond key concept for this study is business model. In terms of the level
of analysis, the business model can be seen as a structural template
that takes into account the focal firm's transactions with its external
constituents (Zott & Amit, 2008). This makes the concept especially
suitable for the purpose of examining the rationale of coopetition. In
fact, we follow the recent suggestions by Mason and Spring (2011) in
analyzing the business model not only from the focal firm perspective
but also as a larger construct incorporating the collaboration architec-
ture of the firm.

More specifically, the business model has been defined as a generic
platform between strategy and practice, describing the design or archi-
tecture of the value creation, delivery, and capture mechanisms the firm
employs (e.g. Teece, 2010), as well as the changes in these processes
over time (Amit & Zott, 2010). Therefore, the seminal view of
coopetition as a means to create a larger business pie (value) together
and simultaneously competes in dividing it up (Brandenburger &
Nalebuff, 1996) fits neatly with the chosen business model perspective.
In fact, the strategic logic of coopetition has been recently discussed as
involving collaborative activities that jointly create value and firm-
specific activities in capturing, dividing, and appropriating that value
(e.g., Gnyawali & Park, 2009; Ritala & Hurmelinna-Laukkanen, 2009).
Thus, for analytical purposes we focus on two facets in coopetition-

based business models: value creation and value capture. In terms of
the former, we focus on processes through which value is created and
delivered to the customers through a coopetition-based business
model, and in terms of the latter, we discuss processes that lead to the
eventual capturing of value and profit-taking from the part of an actor
utilizing a coopetition-based business model.

Even though coopetition may sometimes develop in the form of
emergent strategies (Mariani, 2007; Padula & Dagnino, 2007), we sug-
gest that it is useful to build a suitable business model in order to fully
reap the benefits of coopetition. This is because coopetition relation-
ships are typically hard to manage (e.g. Tidstrém, 2009) but, when suc-
cessful, involve potential for major rewards in terms of increased
innovativeness or profitability (Hamel, 1991; Quintana-Garcia &
Benavides-Velasco, 2004; Walley, 2007). To employ the coopetition
strategy in practice, we suggest that it is useful to have a coopetition-
based business model where certain competitors are positioned as col-
laborative partners. This type of business model describes how
coopetition-related plans are executed to create customer value and
how the firm is able to capture a portion of the profits generated by
that value. In the following section, we discuss four generic drivers for
coopetition-based business models and examine how these models
can facilitate the creation and capture of value.

3. Generic drivers of coopetition-based business models

The mechanisms explaining how inter-firm relationships and net-
works help to create and capture value can be intuitively explained
with resource-based arguments (see e.g. Dyer & Singh, 1998; Lavie,
2006). In general, through inter-firm relationships, firms integrate
both supplementary and complementary resources in an attempt to
create more value than if they were used separately (e.g. Das & Teng,
2000). Furthermore, the role of both relational and firm-specific re-
sources essentially determines how much value can be created and
who is in the position to appropriate it (Dyer, Singh, & Kale, 2008;
Lavie, 2006). The value created in inter-firm relationships and networks
can be linked to explorative issues such as innovation, market expan-
sion, and differentiation, or more exploitative issues such as cost reduc-
tion, through joint production and distribution (Méller & Rajala, 2007).

In the coopetition context, the resource-based logic has certain spe-
cific characteristics that should be discussed here. In particular, it has
been suggested that through joint resource utilization, firms in
coopetition can collaboratively create value, while they capture or ap-
propriate a portion of that value by utilizing their firm-specific re-
sources (Ritala & Hurmelinna-Laukkanen, 2009). Even though this is
the case in any inter-firm relationship, in coopetition this issue is pro-
nounced because the competitive positioning between the firms sug-
gests that value capture takes place (at least potentially) in the same
domain. In addition, the division between relational and firm-specific
resources may not be clear-cut in coopetition. This is because the role
of resources used to create value in coopetition is paradoxical, as the
same resources can often be used for both competition and collabora-
tion (Bengtsson & Kock, 2000); conflicts may thus emerge (e.g. Hamel,
1991; Tidstrém, 2009). Therefore, a coopetition-specific business
model, which takes these issues into account, would be useful in
avoiding conflicts over value capture and, at the same time, maximizes
joint value creation through the utilization of shared supplementary
and complementary resources.

The suitable coopetition-based business model naturally depends on
the goals and motivations behind coopetition, and therefore there is no
one “basic model” in this context. Indeed, earlier research has identified
several different motives and drivers for coopetition strategy in differ-
ent levels of analysis (see e.g. Gnyawali & Park, 2009, 2011; Ritala,
2012). Building on these sources, as well as on the resource-based ratio-
nale outlined above, we divide the generic drivers of coopetition-based
business models into four broad types: (1) increasing the size of the cur-
rent markets, (2) creating new markets, (3) efficiency in resource
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utilization, and (4) improving the firms' competitive position. The cate-
gories are not mutually exclusive, but they are presented here separate-
ly for analytical purposes.

3.1. Increasing the size of the current markets

The first and most often cited driver of coopetition is increasing the
market. Coopetition can act as a means of increasing the size of the par-
ticipating firms' current markets and, in that way, grow the “size of the
pie,” so there is more to divide among all (Brandenburger & Nalebuff,
1996). The basic relationship between competitors is often that of a
“zero-sum game,” whereas the motivation behind market-size-
increasing coopetition is to collaborate in finding ways to create a
“positive-sum game” (Ritala, 2009). As the competing firms operate in
the same domain, collaboration to increase the value created in that do-
main can provide win-win situations for all the competitors involved.
Therefore, the competing firms are likely to have common interests in
increasing the size of the current markets.

Two specific rationales can be identified behind the market-size-
increasing business models in coopetition. First, even though competi-
tors operate in the same domain and therefore provide more or less
similar types of offerings to (at least partially) the same customers,
they are still likely to use different, unique resources and capabilities
in seeking benefits from coopetition (Bengtsson & Kock, 2000). Thus,
it can be suggested that coopetition is an innate driver for firms to lever-
age their resource complementarities in market expansion efforts. For
instance, one firm may have very strong marketing capabilities, where-
as the other is strong in manufacturing and design. By combining these
resources, the competing firms are able to build a more lucrative busi-
ness model, which may enlarge the market potential for both firms. In
particular, the utilization of complementarities may even be more effec-
tive in coopetition than in other relationship types, since the competing
firms possess increased “relative absorptive capacity” between them
due to ex ante similarity in knowledge domains and business logic
(Dussauge, Garrette, & Mitchell, 2000; Lane & Lubatkin, 1998; Ritala &
Hurmelinna-Laukkanen, 2009). Second, collaboration between compet-
itors is also often formed for the purpose of bundling sufficient quanti-
ties of similar, supplementary resources, in addition to solely building
on synergies created through different or complementary resources
(Garrette, Castafier, & Dussauge, 2009, see also Das & Teng, 2000). In
fact, the competing firms, by their nature, have a high degree of resource
similarity between them (e.g. Chen, 1996); therefore, there are oppor-
tunities to utilize such resources to better enable efforts to increase
the size of the current markets. As this type of pursuit is always a risky
and resource-intensive task, there should be major benefits in combin-
ing supplementary resources (e.g., financial assets, manufacturing, and
logistics capabilities).

The well-documented coopetition between Sony and Samsung (see
e.g. Gnyawali & Park, 2011) is a good example in which both of the
above-mentioned resource-based rationales are in use. By establishing
joint technology development and manufacturing facilities in South
Korea, the two firms were able to overtake market leadership in the
LCD TV markets during the last decade. The superior technological
knowhow of Sony and the marketing abilities and insights of Samsung
can be seen as complementary resources that created a very competi-
tive alliance between the two. At the same time, the firms were able
to share the costs and risks by establishing joint facilities (and thus com-
bining supplementary resources). The relationship has not been with-
out tension, since Sony and Samsung compete head-to-head in the
LCD TV markets, and they represent traditional rivals between neigh-
boring countries (Japan and South Korea). However, as an outcome of
the alliance, the LCD TV markets have grown worldwide, and Sony
and Samsung have become central actors in this field. Another example
are the alliances between car manufacturers in technology and platform
sharing (see e.g. Gwynne, 2009; Segrestin, 2005). In these cases,
the firms share resources to develop and leverage technologies,

simultaneously competing head-to-head over customers through dif-
ferentiation and branding. This does not happen only within multi-
brand consortiums such as Volkswagen but also between actual com-
petitors such as Peugeot, Citroén, and Toyota.

3.2. Creating new markets

Coopetition-based business models also sometimes aim for the cre-
ation of completely new markets. This is understandable, since in this
way the competing firms may create completely new value over
which to compete, providing new possibilities for value capture for
each firm involved. There are four main explanations for new market
creation as a driver of coopetition-based business models.

First, as competitors operate in similar domains, they also possess in-
sights that can help in creating radical innovations and recognizing new
markets in which to expand their offerings (Quintana-Garcia &
Benavides-Velasco, 2004; Ritala & Hurmelinna-Laukkanen, 2009). In
particular, knowledge similarity possessed by competitors on current
markets, as well as on the possibilities in the business environment,
may help the firms to exploit their complementary resources even
more strongly to create new offerings in new markets.

Second, especially in high-growth sectors (such as the ICT sector), an
individual firm cannot capture all the potential value created through
new business models. In such contexts, having a large base of competing
offerings (differentiated through firm-specific resources) in the markets
often helps the firms to create competitive and appealing end markets
from the customer point of view. In fact, Wang and Xie (2011) recently
found that consumer product valuation is positively affected by the ex-
tent to which competitors have adopted the same solution. A broad rep-
ertoire of various smart phone manufacturers, for example, helps to
serve different customer segments better and increase product and ser-
vice awareness, compared to the situation in which only one provider
would be available.

Third, coopetition can be beneficial to the creation of industries and
offerings where positive network externalities, compatibility, and inter-
operability play a role (Mione, 2009; Ritala, Hurmelinna-Laukkanen, &
Blomqvist, 2009; Spiegel, 2005; Wang & Xie, 2011). Network externali-
ties are related to offerings where the value the user receives from a
product or service depends on the number of other users utilizing the
same or a similar offering (Katz & Shapiro, 1985). A classic example of
network externalities is the mobile phone and the GSM standard. With-
out seamlessly operating networks (hosted by competing firms), the
end customers could not reach each other. By enabling such interopera-
bility, the GSM system facilitated the creation of the markets of mobile
communication at an extremely rapid pace. In such contexts, the com-
peting firms are in key roles to form a common basis for utilizing re-
sources that work together in a way that provides interoperability and,
in the end, positive network externalities (see also Wang & Xie, 2011).
In particular, a certain amount of resource similarity/supplementarity
(i.e., market and technological knowledge, language, business logic)
possessed by competitors enables them to form offerings enabling pos-
itive network externalities (see e.g. Ritala et al., 2009).

Finally, risk and cost sharing is an important motivation for collabo-
rating with competitors in market creation (e.g. Gnyawali & Park, 2009).
Radical innovations and offerings often involve major costs and a lot of
uncertainty; therefore, collaboration between horizontally positioned
firms helps in pursuing such goals, since they can bundle the needed
supplementary resources together to tackle such market uncertainty
(e.g. Moller & Rajala, 2007; Perry, Sengupta, & Krapfel, 2004).

A well-documented example of coopetitive market creation is the so-
called AIM alliance (Apple, IBM, & Motorola), which focused on designing
and manufacturing a new generation of microprocessors with reduced
instruction set computer (RISC) architecture (see e.g. Duntemann &
Pronk, 1994; Vanhaverbeke & Noordehaven, 2001). In the early 1990s,
Apple, IBM, and Motorola came to an agreement to establish an alliance
to develop the PowerPC (Performance Optimized with Enhanced RISC
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Processor Chip). Apple was to adopt a single-chip implementation of
IBM's RS/6000 (multi-chip processor), to be designed and manufactured
by AIM, in their Macintosh personal computers. In addition, IBM and
Apple intended to create a new open-system software platform and op-
erating system that would be based on object-oriented technology. Dur-
ing the time the alliance was established, Apple and IBM were direct
competitors in the personal computer market. The collaboration in the
AIM alliance had the potential to create new value outside the current
markets and to create new value capture opportunities for both firms
with the introduction of a new type of computer microprocessor
architecture.

In terms of exploiting supplementary resources, coopetition-based
business models harnessing network externalities and ensuring inter-
operability are typical in contemporary industries, such as the ICT in-
dustry (Amit & Zott, 2001). An example of this is the standards war
between Blu-Ray and HD-DVD (see e.g. Christ & Slowak, 2009). In the
end, the Blu-Ray consortium (involving competitors), led by Sony, even-
tually won the race for the dominant high-definition video standard.
Coopetition played a major role in this by ensuring interoperability be-
tween the incumbent electronics manufacturers, as well as by sharing
the risks and bundling sufficient resources involved in pursuing the de
facto standard. However, it should be kept in mind that some of the
firms in the Blu-Ray consortium did not fare as well as others, since
the eventual value capture depends on firm-level activities. Ritala
et al. (2009) document another example of coopetitive market creation
where interoperability and similar resources were utilized. In this case,
the collaborative development of technologies and services behind mo-
bile TV in Finland involved competing telecom operators and media
companies that together pursued market creation (Ritala et al., 2009).
In this case, the collaboration did help to create common technologies
and commercial pilots, but there were challenges when moving to-
wards the actual value capture phase with individual, diversified busi-
ness models.

3.3. Efficiency in resource utilization

While both of the aforementioned drivers of coopetition involve
sharing risks and costs as part of their rationale, there are also
coopetition-related business models focusing solely on cost reduction
and quality assurance within existing activities. This is a different logic
in that it seeks to make existing value creation and capture mechanisms
more efficient, i.e., to produce more with the same resources or to utilize
fewer resources in producing the same output. In fact, it has been widely
suggested that the collaboration part of coopetition relationships often
takes place far from the customer, in operations that are linked to
manufacturing, logistics, and other functions that can benefit from
scale advantages (see, e.g., Bengtsson & Kock, 2000; Walley, 2007). In-
deed, it has been suggested that these “scale alliances” enable the com-
peting firms to bundle similar/supplementary resources in their efforts
to gain efficiency benefits and cost sharing (Dussauge et al., 2000). Com-
petitors are, by definition, conducting similar types of activities in simi-
lar positions in the industry value chain; therefore, there should be
plenty of possibilities to collaborate on resource efficiency related
issues.

Based on the above, we suggest that business models related to effi-
ciency in resource utilization are connected to the exploitation of sup-
plementary resources and capabilities situated in the same part of the
value chain. For instance, Swedish breweries collaborate to return
empty beer bottles from the wholesalers (Bengtsson & Kock, 2000).
The rationale here is that the distance and transport methods are simi-
lar, and thus efficiency benefits from such collaboration are notable. It is
also important to notice here that collaboration in this area leaves plen-
ty of space for competition in other areas close to the customer, such as
distribution and branding. Other well known examples of resource effi-
ciency and coopetition include the airline alliances (Oum, Park, Kim, &
Yu, 2004). In these cases, the alliances are formed around brands such

as “Star Alliance” or “OneWorld,” and they are used to save costs in mar-
keting, ticketing, and logistics related to the airline business.

3.4. Improving the firms' competitive position

In general, the rise of alliances and other networked governance
forms have shifted the locus of competition towards network-against-
network competition (Gomes-Casseres, 1994; Gueguen, 2009). For in-
stance, a common strategy in the ICT field is to compete with rival net-
works in pursuit of increasing the competitiveness of a certain
coopetitive ecosystem (Gueguen, 2009). Lado, Boyd, and Hanlon
(1997) argue that the most potentially beneficial strategy for a firm
may be connected to so-called syncretic rent seeking behavior, which
combines both collaboration and competition so that firms collaborate
with some competitors while competing even more intensively with
others. In terms of coopetition, affecting the competitive dynamics of
the industry is a separate driver of its own, as firms often seek to
increase their own competitive position, as well as the competitive po-
sition of the whole collaborative network, through coopetition. Accord-
ing to Moller and Rajala (2007), the role of horizontal actors in the
overall network is pronounced if they have products, channel relation-
ships, or customer service systems that, in combination, help them to
achieve an even stronger position in global competition. Thus, by com-
bining their supplementary and complementary resources, competitors
within one coopetition-based business model or network can make
their position even more competitive against the rest. Several empirical
studies support this logic. First, the results of Gnyawali, He, and
Madhavan (2006) suggest that centrally positioned firms in coopetitive
networks will act in a more versatile manner in terms of their compet-
itive actions. This is a reflection of superior resource access and thus in-
creased bargaining power. Second, the results of Oxley, Sampson, &
Silverman, (2009) suggest that coopetition can increase the competi-
tiveness of firms participating at the expense of other industry actors.
Based on this discussion, we suggest that this category of coopetition-
based business models can improve the relative value held by the re-
sources of the firm and its competitors by co-opting other rival offer-
ings, firms, and networks.

This type of competitiveness enhancing motivation was apparent in
the business model used by the participants of the AIM (Apple, IBM, &
Motorola) alliance to produce microprocessors that could tackle the
dominance of the Microsoft and Intel ecosystem, known as Wintel
(see e.g. Duntemann & Pronk, 1994; Vanhaverbeke & Noordehaven,
2001). The motivation for collaboration between rivals Apple and IBM
was the goal of increasing their competitiveness against Microsoft and
Intel, which were dominating the markets at the time. Several illustra-
tive industry-level examples have also been mentioned in previous
research. First, in their case study, Choi et al. (2010) show how
Australian and New Zealand wine producers collaborated in introducing
screw cap type bottles in order to make the whole industry more com-
petitive against intense global competition. However, the producers si-
multaneously pursued the capture of their own share of the market by
utilizing their firm-specific resources and differentiated brands. Similar-
ly, Rusko (2011) describes how the Finnish forestry industry relied on
coopetition, especially in its development phase, to increase its compet-
itiveness in the global market. The early years of collaboration focused
on upstream activities, followed by mid-stream activities. Now, the in-
dustry has matured and, by the introduction of EU legislation, the
coopetition initiatives have ended. Overall, Rusko (2011) suggests that
coopetition had a notable effect on the growth of competitiveness and
sustainability of the Finnish forestry sector.

In sum, we have thus far forwarded four generic drivers for
coopetition-based business models enabling market expansion, market
creation, resource efficiency, and competitive benefits by involving col-
laboration with competitive firms in business models in various ways.
Table 1 summarizes the discussion so far.
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Table 1
Coopetition-based business models.
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Business Resource-based drivers for Coopetition-related business model
model coopetition specifics in value creation
emphasis

Coopetition-related business model
specifics in value capture

[llustrative case examples

Increasing the Expanding the size of the current

size of the ~ markets through leveraging on the  competitive position between firms to
current synergies between competitors’ identify and pursue opportunities for
markets complementary resources and market expansion

sharing market expansion costs
through supplementary resources

Creating new  Creating new markets through

markets finding new places for value creation competitive position between firms to
with the help of differentiated, identify new market creation
complementary resources of opportunities and ensure the creation of
competitors, and decreasing market new markets by providing broad-based,
uncertainty through the utilization of unified platforms and offerings to cus-
shared, supplementary resources tomers

Efficiency in  Increasing the efficiency of a certain ~ Since they are situated in the same
resource part of the value chain through joint phase of the value chain, competitors
utilization utilization of complementary and can create value by sharing and

supplementary resources and
capabilities
activities and leveraging their

differentiated resources elsewhere

Improving the Improving the relative value of Value is created by finding

firms' resources held by the firm and its opportunities to differentiate the
competitive competitors by co-opting other rival  offerings of firms utilizing the
position offerings, firms, and networks coopetition-based business model

Value can be created by utilizing the

Value can be created by utilizing the

combining resources to increase the
efficiency of their basic or standardized e

Value can be captured in a positive,
rather than zero-sum, fashion when
markets are expanding

® Therise of Sony and Samsung as the
market leaders in LCD TVs by com-
bining the unique capabilities of
both and the utilization of joint
facilities for cost sharing purposes
(Gnyawali & Park, 2011)

® Collaboration between car manu-

facturers to share and develop plat-

forms and technologies, over which
to build individually-branded prod-
ucts (Gwynne, 2009; Segrestin,

2005)

Collaboration among Apple, IBM, &

Motorola to produce new, RISC-

based microprocessors (Duntemann

& Pronk, 1994; Vanhaverbeke &

Noordehaven, 2001)

Coopetition for gathering resources

behind Blu-Ray technology to en-

sure the creation of a de facto stan-
dard for new technology (Christ &

Slowak, 2009)

@ Coopetition for ensuring interopera-

bility and development of new

services for mobile TV in Finland

(Ritala et al., 2009)

Collaboration among Swedish brew-

eries concerning the returning of

bottles from wholesalers (Bengtsson

& Kock, 2000)

Collaboration in the global airline

industry in the form of airline alli-

ances that share costs related to
marketing, logistics, and ticketing

(Oum et al., 2004)

Value capture possibilities are increased @ The Apple, IBM, and Motorola alli-

in relation to the firms outside the ance as a means to control Intel and

domain of the business model Microsoft dominance (Duntemann
& Pronk, 1994; Vanhaverbeke &
Noordehaven, 2001)

@ Coopetition tradition as a means of
ensuring the long-term sustainabil-
ity and competiveness of the Finn-
ish forestry industry (Rusko, 2011)

@ Coopetition among Australian wine
producers to increase the competi-
tiveness of the continent in global
competition (Choi et al., 2010)

In new markets, all value that has been @
created represents new value capture
potential for the participating firms; the
eventual value captured depends on the
firm-specific business model and even-

tual differentiation [ ]

Fewer resources are needed to realizea @
certain amount of value capture, or

more value can be captured by using the
same resources

4. Methodology and data collection

We conducted a longitudinal, qualitative single-case study (Yin,
2003), which is a valuable method for the purposes of holistically ana-
lyzing previously unexplored phenomena (e.g. Eisenhardt, 1989) and
also suitable for studying business network-related issues (Halinen &
Toérnroos, 2005). In particular, we utilize Amazon.com as a descriptive
case study to explain a phenomenon and the real-life context in which
it occurred (Baxter & Jack, 2008; Yin, 2003). The case study approach
was chosen because the research field on coopetition is still sparse;
there is even less evidence available about coopetition-based business
models. Furthermore, we chose Amazon.com as the case company due
to its special focus on various coopetition-based business models.
Throughout the case study, we concentrate especially on the book seg-
ment of Amazon.com's business to enable a detailed exploration of
coopetition-based business models within a certain industrial domain.

To conduct the empirical study, we adopted an approach similar to
Rusko (2011) in utilizing a broad repertoire of secondary data to gain
an in-depth view of the coopetitive business models. The data gathering
by the researchers took place between 2009 and 2013. The main body of

data consists of a variety of secondary data sources, which have been
accessed, analyzed, and synthesized in order to gain an accurate under-
standing of the diverse facets of the Amazon.com business model and, in
particular, the firm's coopetitive relationships with other firms over
time. The main data sources include: 1) Amazon.com annual reports
from 1997-2012, 2) Amazon investor relation presentations, 3) news
releases, 4) books published on Amazon.com, written by industry or
Amazon.com insiders (e.g., Brandt, 2011; Kalpanik & Zheng, 2011;
Spector, 2002), 5) Harvard Business School cases (e.g., Anand, Olson, &
Tripsas, 2009; Applegate, 2002, 2008; Collura & Applegate, 2000), 6) in-
terviews with Amazon.com CEO Jeff Bezos (e.g., Ignatius, 2013; Kirby &
Stewart, 2007; Levy, 2011; Rose & Bezos, 2011), and (7) journal articles
(e.g., van Heck & Vervest, 2007).

While the usage of primary sources in particular has generally been
seen as beneficial in obtaining in-depth evidence, there are several ad-
vantages to using secondary sources as well, even as the main source
of data. For instance, Ambrosini, Bowman, and Collier (2010) recently
suggested that teaching cases are an unexploited and rich source of
data that should be used when primary data is not available. They also
suggested that the reliability of such data is improved when researchers
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use reputable sources of teaching cases and combine them with other
sources to attain data triangulation. In our data gathering, we sought
to do just this to form a rich picture of the coopetitive business models
throughout the history of Amazon.com. Amazon.com is a firm that has
exceptionally large public interest, and, therefore, there is a large
amount of secondary data available. To ensure the quality of the second-
ary data used here, we mainly rely on more or less direct interview data
on Amazon.com insiders (mostly the CEO, Jeff Bezos); we also use Har-
vard business school cases, as well as official and subjective reports
written by Amazon.com insiders or industry experts. In addition, we
provide many illustrative direct quotes in order to make the analysis
more transparent. It should be acknowledged that the secondary data
also has limitations that should be taken into account here. These limi-
tations include the difficulty of assessing the reliability of the data, as
well as a lack of relevant data access (e.g., Saunders, Lewis, &
Thornhill, 2009). We intend to tackle (at least some of) these limitations
through the actions outlined above.

In addition to the secondary sources, primary data was also gathered
to increase and validate the researchers' understanding of Amazon.com's
coopetition-based business models through data triangulation
(e.g. Creswell & Miller, 2000). Two semi-structured interviews were con-
ducted with a person in charge of one of Amazon.com's international
websites. The interviews were conducted in 2010 and 2013, and the
themes of the first interview were Amazon Marketplace, infrastructure,
and web services in general, while the second interview covered ques-
tions on the researcher's perceptions of the three coopetition-based busi-
ness models of Amazon.com, as well as the assessment of the role of
coopetition in Amazon.com's business model in the future. The insights
gained from these interviews were used to complement the secondary
data sources, especially in assisting the researchers in interpreting the
Amazon.com business models from a coopetition perspective.

5. Case study: Amazon.com

Amazon.com is currently the leading e-commerce firm in the world.
To achieve this, it has used unique business models, which provide in-
teresting evidence on how value is created and captured effectively
while collaborating with competitors. While most of the dot com com-
panies typically operate on the basis of straightforward business models
with pre-specified revenue streams, Amazon.com has continued to
evolve its business model, pushing the boundaries of what could be ac-
complished on the internet (Brandt, 2011; Collura & Applegate, 2000).
In particular, it can be suggested that a major part of the evolution of
Amazon.com's business model rests heavily upon the firm's coopetitive
strategies; in this study, we focus especially on the coopetition-based
business models introduced by Amazon.com over time. In the following
section, we first briefly review the history.

5.1. Short history and the business model evolution of Amazon.com

In July 1995, Amazon.com began as an online bookseller; by September
1995, the company was selling $20,000 per week. After nearly three
years as an online bookseller, the company began aggressively diversi-
fying its offerings to include other product categories beyond books, ini-
tially adding music, videos, toys, and electronics. These diversifications
were followed by the launch of several other stores, such as home im-
provement and software. In parallel with such product diversifications,
in October 1998, Amazon.com expanded geographically by launching
its first international sites, Amazon.co.uk and Amazon.de through the
acquisition of the UK-based online bookstore book pages and the
German-owned Telebook. The rationale behind this was Amazon.com's
strategy of “get big fast,” to turn Amazon into the biggest mass mer-
chandiser in the online world (Brandt, 2011; Kalpanik, 2011; Spector,
2002).

The “get big fast” strategy was combined with an overall business
model that prioritizes the customer. The Annual Report of Amazon.com

in 1997 specified that growth was the main goal, over profitability,
within the business model and that it could be achieved by focusing
on customers in the long term (Amazon.com Investor Relations,
2011).In the Annual Report of 1998, the company's mission was already
defined to be “the most customer-centric organization in the world”
(Amazon.com Investor Relations, 2011). This focus remains even
today. The Amazon.com website states that the company's mission is
“to be Earth's most customer-centric company where people can find
and discover anything they want to buy online” (Amazon.com
Investor Relations, 2013). This statement has been followed through
upon by product and service introductions that have expanded from ini-
tial book sales on the web to sales of any possible item online, including
the delivery of online content and services through Kindle devices and
tablet computers.

5.2. The role of coopetition in the overall business model of Amazon.com

Throughout its existence, Amazon.com has become known as an ex-
tremely customer-oriented company, even at the expense of not follow-
ing or reacting to competitors. Amazon.com CEO Jeff Bezos has
commented on this by saying: “We don't ignore competitors; we try
to stay alert to what they are doing, and certainly there are things that
we benchmark very carefully. But a lot of our energy and drive as a com-
pany, as a culture, comes from trying to build these customer focused
strategies. And actually I do think they work better in fast-changing en-
vironments” (Kirby & Stewart, 2007, 59). In fact, the customer centricity
of Amazon.com's overall business model and strategy has been shown
in its unique approach to competitors. In particular, coopetition has
been a major part of Amazon.com's business model, since the company
sees it as a way to create even more customer value than is otherwise
possible. While such value creation potential is the basis in all
coopetition initiatives (e.g. Brandenburger & Nalebuff, 1996),
Amazon.com has been especially explicit from early on in its under-
standing of how competitors can also be collaborative partners in the
quest for increased customer value.

The first clue of Amazon.com's coopetitive orientation is the
company's recognition that the online commerce market can fit many
competing firms in many roles and that there is also room for collabora-
tion in these growing markets. The early signs of this mindset are visible
in the 1997 Letter to Shareholders, which states that “...online booksell-
ing, and online commerce in general, should prove to be a very large
market, and it's likely that a number of companies will see significant
benefit” (Amazon.com Investor Relations, 2011). This was, again, re-
cently recognized explicitly by Jeff Bezos: “There is room for many win-
ners here” (The Economist, 2012).

The second major issue driving Amazon.com's coopetitive initiatives
is the recognition that the processes, infrastructure, and brand of
Amazon.com are more valuable to the customers when they are utilized
as broadly as possible, including through the use of competitors. The
early signs of this focus are also mentioned in the 1997 letter to share-
holders, where the long-term investment goal was recognized “to ex-
pand and leverage our customer base, brand and infrastructure as
we move to establish an enduring franchise” (Amazon.com Investor
Relations, 2011). At that point, the utilization of these resources was
not yet fully recognized as a platform for coopetition-based business
models, but later on, this issue became much more explicit when
Amazon.com started actively sharing its infrastructure with the com-
petitors. This was commented upon by Jeff Bezos: “The common ques-
tion that gets asked in business is, why? That's a good question, but an
equally valid question is, why not? This is a good idea, we have a lot of
skills and assets to do this well, we're already going to do it for ourselves
— why not sell it, too?” (Levy, 2011). Furthermore, on the same issue,
Amazon.com manager (authors' interview) said: “If you want to be a
platform, you have to sign up as many of the market players as possible
— even if that means branding for competitors (who then become cus-
tomers). Otherwise you can never become the predominant player.”
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As the above-mentioned discussion and quotes show, Amazon.com
has been oriented towards customer value creation and has identified
that coopetition can be a major part of this goal. These approaches and
philosophies related to coopetition as part of customer value creation
have been put into practice in several of the coopetition-based business
models in the company's history (and present). Furthermore, the role of
coopetition can be seen as an emergent part of Amazon.com's strategy,
as it has been gradually included within its business model over time.
Amazon.com's overall strategic perspective is as long as seven years
(see Ignatius, 2013), and this means that successful business models re-
alize profit or die out over a long - rather than short - time span. For this
reason, the specific business models involving coopetition can be seen as
partly emergent, yet initially recognized as part of the overall strategy.

In the timeline in Fig. 1, we summarize Amazon.com's coopetitive
business models within the broader development of the company.
These fall into three basic groups. First, the launch of Amazon Market-
place, where competitors of any size can leverage Amazon.com's e-
commerce platform and customer base by placing their items alongside
Amazon.com's offerings. Second, the Borders website is powered by
Amazon.com's e-commerce platform through Amazon Services; Ama-
zon Web Services also provides infrastructure for their fierce content
rival, Netflix. Lastly, Amazon.com has pursued coopetitive benefits in
making the Kindle app available on Apple's iPad. This application allows
iPad owners to read e-books in Amazon.com's proprietary e-book for-
mat AZW, while Amazon.com's Kindle e-reading devices (including
the recent Kindle Fire) compete with Apple's iPad.

In the following sections, we go deeper into Amazon.com's
coopetition-based business models and discuss how they have affected
the possibilities of value creation and capture for both Amazon.com and
its coopetition partners.

5.3. Amazon Marketplace

Following its evolution from an online bookseller to a consumer
shopping portal by diversifying its product offerings through new store
openings, Amazon.com extended its business model to include a third-
party marketplace by launching Amazon Marketplace in November
2000. As illustrated in the timeline in Fig. 2, this idea was then

Amazon com diversifies to include CDs and DVDs.
June 1998

Home Improvement, Software, Video Games and Gift Ideas
stores are launched
November 1999

Bezzos crowned as the person of the year by TIME

December 1999

Health and Beauty, Lawn and Palio stores are launched at
Amazon.com.

‘Amazon Marketplace is launched.
November 2000

Emergence of the first coopetition-based business model.

Amazon.fr and Amazon.co jp are launched
November 200

Amazon Marketplace service grows over 200 Percent in first

four months.

March 2001

Borders' website to be powered by Amazon.com's E-

‘commerce
Apiil 2001

Emergence of the second coopelition-based business

odel.

Amazon's E-Commerce platform to power website of

leading British bockseller, Waterstone's.
ly 2001

Amazon.co uk and Amazon de launch Marketplace.

implemented in Amazon.com's international websites, UK and
Germany in 2002 and France, Canada, and Japan in 2003. In the follow-
ing section, we examine the contribution of coopetition to the imple-
mentation of this strategy, as well as to Amazon.com's value creation
and capture.

Amazon Marketplace was the first instance of Amazon.com's
coopetition-based business models. Basically, it enables sellers to draw
on the e-commerce services and tools to present their product alongside
Amazon.com on the same product detail page on the website, hence
pursuing what Jeff Bezos phrased as “the single store strategy.” In
other words, a single page provides the customer with a choice between
purchasing a new product from Amazon.com or a new or used product
from another seller (i.e., Amazon.com's competitor) on the Amazon
Marketplace (Kalpanik, 2011; Kalpanik & Zheng, 2011). According to
an Amazon.com manager, the Marketplace “...demonstrated a leap in
our business model — a transformation from a retailer to a true Market-
place,” because “merchants were able to offer their items right next to
Amazon's, right there side by side on the same page” (Kalpanik &
Zheng, 2011). To illustrate this business model from the customer per-
spective, Fig. 2 depicts the product information interface on the Amazon
Marketplace as viewed by a customer who intends to buy a book.

As can be seen, the product information page lists Amazon's price, as
well as the lowest price from other booksellers for a new book and a
used copy. More information about the vendors, such as their ratings,
shipping rates, and return policies, is provided on the supplier informa-
tion page, as shown in Fig. 3.

Amazon Marketplace is, in effect, the epitome of a coopetition-based
business model. In terms of collaboration, Amazon.com provided third-
party sellers with automated tools to migrate their catalogs of millions
of new, used, and out-of-print books onto the new product pages within
the Amazon.com books tab. This created the opportunity for them to
merchandise their products on the highly trafficked web pages that his-
torically had sold only Amazon.com's products. Amazon.com even went
further by providing a feature that allowed individual book buyers to list
a single book item for sale on the Amazon.com product page (see Fig. 3,
the bottom section).

While collaborating with the bookstores by providing them with the
infrastructure and technical means to market and sell their products

Amazon launches new web services to help small and
medium-sized businesses enhance their offerings.
Se; r 24

Kindle for iPhone and iPod touch now available for free
from Apple’s App Store.

March 2009

Amazon.fr, Amazon.ca and Amazon jp launch Marketplace.
November 2003
‘Amazon,.co.uk and Amazon.de are launched. L ‘Amazon.com announces kindle app for iPad.
October 1398 April 2010
Amazon.c E-Commerce with Borders . e e e swrn
mergen ird coopefition- business model.
Amazon nearly collapses gilaup . ergence of the coopelition-based business el
Jund 2000 December 2003
Amazon sells 105 books for its Kindie e-reader for every
Amazon.com is incorporated Amazon Web Services is launched ‘:"“’“?“9 Amazon Kindle !m‘“j"?““"ﬂ' and paperback books.
July 1994 uly 2002 lovember 2007 April 20
Amazon.com sells first book Amazon.com stock price decline Amazon.com reports profits for the first time Introducing Amazon Kindle 2 Kindle Fire, Amazon.com's tablet computer is announced.
July 1995 January 2001 December 2003 February 2009 Seplember 2011
I [ [ I I I [ I I I I I I I | [ I I Amazon.com's Coopetiton-Based Business Models
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Fig. 1. Amazon.com timeline (source: Amazon.com news releases).
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online, Amazon.com and the booksellers on the Marketplace are in a
head-to-head price competition to win customer orders. In the 2005
Annual Report, Bezos expresses his opinion about Amazon.com's
coopetition-based business model with Amazon Marketplace in the fol-
lowing way:

“....in 2000 we invited third parties to compete directly against us on
our ‘prime retail real estate’ — our product detail pages. Launching a
single detail page for both Amazon retail and third-party items
seemed risky. Well-meaning people internally and externally wor-
ried it would cannibalize Amazon's retail business, and - as is often
the case with consumer-focused innovations - there was no way
to prove in advance that it would work. Our buyers pointed out that
inviting third parties onto Amazon.com would make inventory fore-
casting more difficult and that we could get “stuck” with excess in-
ventory if we “lost the detail page” to one of our third-party sellers.
However, our judgment was simple. If a third party could offer a bet-
ter price or better availability on a particular item, then we wanted
our customer to get easy access to that offer. Over time, third party
sales have become a successful and significant part of our business.
Third-party units have grown from 6% of total units sold in 2000 to
28% in 2005, even as retail revenues have grown three-fold.”

In fact, there was a lot of internal and external doubt and resistance
about including third-party sellers within Amazon.com's own webstore.
First, according to Kalpanik and Zheng (2011), the introduction of Am-
azon Maketplace “...was initially a cause of concern since many people
felt that third party sellers would sell their products at prices lower than
the price we were selling the same product for, thus cutting into our
sales.” Some vendors also advised Amazon not to offer third-party prod-
ucts on their front page and let the customer decide which price was the
most attractive. The decision to let customers write reviews of the books

on the company's web page was also frowned upon by some. The com-
pany admitted that many of these “odd” decisions reduced their profits,
but their effects should not be assessed in the short run. These actions
were part of their strategy to focus on serving the customer. Although
the company has taken these bold steps, some of the risks paid off and
helped Amazon cope with the turbulent environment. (Amazon.com,
Letter to Shareholders, 2001-2003). Furthermore, in 2007, Bezos admit-
ted that, at the time, the decision to implement Amazon Marketplace
was controversial and not at all an easy decision, as it [Marketplace]
gets the seller customer but loses you the buyer customer (Kirby &
Stewart, 2007, 77). In addition, he said that “we talked a lot about that
[Marketplace] before we did it. But when the intellectual conversation
gets too hard because of these potential cannibalization issues, we
take a simple minded approach...Well, what's better for the consum-
er?” (Kirby & Stewart, 2007, 79). Thus, it can be said that Amazon
Marketplace - as a coopetition-based business model — was situated
within the overall customer-oriented approach of Amazon.com, and
this is why it was eventually implemented.

Despite the criticism and debate, Amazon Marketplace was eventu-
ally deemed a success. Before its establishment, by the summer of 2000,
Amazon's stock price had dropped by more than two-thirds and, by the
end of 2000, was down more than 80% from the beginning of 2000, lead-
ing to speculation about bankruptcy or acquisition (see e.g. Applegate,
2002, 2008; Brandt, 2011). It can be suggested that Amazon Market-
place was part of the solution that helped to achieve eventual profitabil-
ity at Amazon.com, since it helped to offset operating expenses and
increase sales (other activities to increase profitability included laying
off workers, closing warehouses, improving logistics, and cutting
down unprofitable products; see Frey & Cook, 2004). First, it lowered
operating expenses because there was less need to store products. The
incremental cost of each sale for Amazon.com was close to zero, with
very low incremental variable fulfillment costs associated with the
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sale for Amazon.com (Chiles & Dau, 2005). Thus, the company was able
to gain brokerage fees at negligible additional cost. Second, in terms of
revenues, an Amazon.com manager was recently quoted as saying:
“The combination of commissions and subscriptions ensured we will
make pretty good money independent of whether customer bought
the product from us (Amazon) or from a 3rd party merchant; and we
made money either way by charging commissions and subscription
fee” (Kalpanik & Zheng, 2011). As early as in the second quarter of
2002, Amazon reported that third-party transactions accounted for
20% of its North American units sold. In 2010, Amazon Marketplace
accounted for over 35% of Amazon.com's sales (Brandt, 2011).

This type of coopetition-based business model is not only benefi-
cial to Amazon.com. In fact, it has been particularly beneficial to
small bookstores: Prior to their online presence on Amazon Market-
place, they were having a tough time competing with Amazon.com
and the book superstores, such as Barnes & Noble and Borders. The
period from 1993-1996 marks the launch of Amazon.com and the
opening of over 450 Barnes & Noble book superstores and 348 Bor-
ders. During the same period, over 200 independent bookstores
went out of business (Brandt, 2011). Amazon Marketplace gave
these booksellers the opportunity to present their offerings to mil-
lions of potential customers.

5.4. Amazon Services and Amazon Web Services
April 2001 marks the emergence of Amazon.com's second

coopetition-based business model, related to its transition to an e-
commerce service provider. This business model started initially when

Amazon.com made an agreement with Borders, one of its toughest
brick and mortar competitors, to launch and power Borders' online op-
erations on Borders.com. Based on the agreement, Amazon.com provid-
ed Borders with an e-commerce solution of technology services,
including inventory, fulfillment, site content, and customer service, in
order to help Borders establish online operations. The agreement be-
tween Amazon.com and Borders was, in fact, part of a broader business
perspective. Amazon.com had realized that, in time, the traditional re-
tailers would begin to realize how difficult it is to succeed on the inter-
net. With such insights, Amazon.com had perceived the creation of a
whole new market as retailers became more interested in outsourcing
their online presence. Thus, it began to build resources and capabilities
to collaborate with companies, so that Amazon.com would be responsi-
ble for significant portions of their online operations under the brands
Amazon Services and Amazon Web Services. Bezos has recently
commented on this logic as follows: “Then we realized, whoa, every-
body who wants to build web-scale applications is going to need this.
We figured with a little bit of extra work we could make it available
to everybody. We're going to make it anyway — let's sell it” (Levy,
2011).

In addition to Amazon Marketplace, this type of coopetition-based
business model can be seen as a natural continuation to the firm's cus-
tomer value creating approach to coopetition. In a recent interview
(Levy, 2011), Bezos points to the controversies surrounding the decision
to provide e-commerce services to competing companies and explains
Amazon.com's vision of becoming “Earth’s most customer-centric com-
pany” stressing that, unlike most companies, Amazon focuses on its cus-
tomers rather than its competitors.
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In 2003, the official launch of the subsidiary Amazon Services,
established to help other retailers improve their online presence, was
announced. Amazon Services offers a variety of e-commerce services
that allow retailers to set pricing and other transaction conditions, man-
age and coordinate the logistical processes for the transfer of the phys-
ical or digital goods, assure the quality of the goods sold, verify the
credibility of buyers and sellers, settle payments, and arrange funds
transfers (van Heck & Vervest, 2007). As Amazon.com had expected,
other companies followed Borders and started adopting Amazon.com
e-commerce services (including Waterstone's, the UK's leading special-
ist bookseller, Target Corporation, the second largest retailing company
in the US, Marks & Spencer, the leading United Kingdom retailer, and
Sears Canada, Canada's most popular retail website). By working with
Amazon Services, such merchants could power their e-commerce offer-
ings from end-to-end, including technology services, merchandising,
customer service, and order fulfillment.

As a parallel development, Amazon.com introduced Amazon Web
Services (AWS) in July 2002. By launching AWS, Amazon.com distin-
guished itself as a web service provider in terms of cloud computing
and data storage, which followed the same coopetition-based business
model logic of Amazon Services but provided even larger infrastructure
and resource sharing. In a recent interview (Levy, 2011), Bezos recog-
nized this issue explicitly: “Over the past eight years, the company has
capitalized on its data center expertise to build a vast cloud computing
platform, which hosts web operations for some of the world's largest
Internet companies — even competitors like Netflix.” In fact, the
coopetitive relationship between Netflix and Amazon.com vividly illus-
trates the logic of this business model. While Amazon.com is making
storage and web operations cheaper for Netflix, it is making its opera-
tions harder elsewhere through tough competition on the streaming
video content front (for discussion, see Dignan, 2012). The business
model embedded in AWS makes it possible for Amazon.com and Netflix
to both participate in value creation by providing cost-effective content
over the AWS infrastructure, even though they at the same time com-
pete to capture value on the customer end.

5.5. Amazon Kindle and the digital text platform

In November 2007, Amazon introduced Kindle, its e-reading device,
to the market. Kindle displays books that are in Amazon.com's proprie-
tary e-book format “AZW.” In February 2009, Amazon.com introduced
an enhanced model of Kindle to the market, known as the Kindle 2.
On May 20th, 2011 it was announced that Kindle books outsold print
books on Amazon.com. Amazon announced that, since April 2011, it
has sold 105 books for its Kindle e-reader for every 100 hardcover and
paperback books sold, including books without Kindle versions and ex-
cluding free e-books. It is intriguing to know that the Amazon.com print
book business dates back 15 years, whereas Amazon.com has only been
in its Kindle book business for fewer than four years. It is estimated that
three out of every four books sold are in Kindle format (Brandt, 2011).
Thus, e-book growth is an integral part of Amazon.com's “get big fast”
strategy; in this case, the coopetition-based business model was intro-
duced after the expansion had started.

Apple, a major rival, challenged Amazon.com by releasing the iPad in
April 2010 as an e-reader device/tablet with an iBooks application that
was developed for reading e-book contents in E-PUB format. E-PUB
has also been adopted by several other companies in the e-reader
market, such as Sony. Soon after the launch of the iPad, Amazon.com
and Apple began coopetition: Apple is distributing Amazon.com's
e-book content through the Kindle app on the iPad platform (see
e.g., Kalpanik & Zheng, 2011). Prior to this, the Kindle app was made
available by Amazon.com on Apple's iPod touch and iPhone, where
Apple iBooks were already available. In January 2010, Amazon.com an-
nounced that authors and publishers around the world could then use
the self-service Kindle Digital Text Platform (DTP) to create content in
the Kindle format, upload, and sell books in English, German, and French

to customers worldwide in the Kindle Store. Capitalizing on its
coopetitive relationship with Apple, Amazon.com managed to increase
the sales of books in AZW format and establish AZW as one of the stan-
dard formats in the e-publishing market, right next to E-PUB (Anand
et al., 2009). This also led to the increasing popularity of Amazon.com's
AZW format among authors who could develop their content for this
platform and self-publish their books.

In September 2011, Amazon.com introduced a new family of Kindle
devices, including the Kindle Fire, Amazon.com's tablet computer. The
launch of Kindle Fire in November 2011 made the coopetitive relation-
ship between Apple and Amazon.com even more apparent. In 2010,
when the Kindle application was released for the Apple iPad,
Amazon.com's Kindle device was considered merely an e-reader,
whereas Apple's iPad was a more expensive tablet computer with
countless other features. However, the two companies were already in
competition in the e-reader market. In early 2011, Kindle had an esti-
mated 47% of the market share, while Apple's iPad had a 32% share.
Other actors, such as the Sony Reader and Barnes & Noble Nook lagged
behind with 5% and 4% of the market share, respectively. The launch of
the Kindle Fire put Amazon.com and Apple in a head-to-head competi-
tion in the tablet computer market. Marketing experts in the computer
industry suggest that the Kindle Fire is to be the fiercest rival for Apple's
iPad (Levy, 2011).

This development can be recognized as the third instance of
Amazon.com's coopetitive business, and it relies on sharing resources
and content among competitors to create larger customer value than
otherwise possible. Amazon.com gets a broader distribution for its Kin-
dle and DTP content, which in turn increases the attractiveness of
Apple's iPad as a content providing platform. Thus, both firms create
and capture value together in the domain of iPad content providing,
while they simultaneously compete with the Kindle Fire and iPad plat-
forms. The overall Kindle business model for Amazon.com is based on
content, and the device is more a complementary resource. In a recent
interview, Bezos remarked upon this approach (Ignatius, 2013): “Well,
our approach to our hardware Kindle devices, Kindle Fire and our Kindle
readers, is to sell the hardware at near break even, and then we have an on-
going relationship with the customer where they buy content from us —
digital books, music, movies, TV shows, games, apps.” This approach illus-
trates the rationale of the coopetition-based business model, as it is all
about the content, and much less about the medium over which the
content is delivered. Thus, the medium of a direct competitor (Apple's
iPad) is one way to create value for the customer.

Table 2 summarizes all of Amazon.com's coopetition-based business
models discussed in this section.

6. Analysis of Amazon.com's coopetition-based business models

Overall, with the help of the aforementioned coopetition-based
business models, Amazon.com has evolved, in approximately 15 years,
from an online retailer to one of the world's leading ecosystems in
media and web services. The longitudinal case presented in this study
suggests that coopetition can shape the individual business models of
the central actors and that the coopetitive interactions taking place
can provide value for the industry participants in a way that would
not be available through the separate utilization of competitive and col-
laborative strategies.

In the following section, we formulate distinct propositions based on
the insights of the case study and the earlier outlined theoretical catego-
rization of the four generic drivers of coopetition-based business models
(see Table 1). In particular, we take into account the coopetition motiva-
tions and drivers of not only the focal firm, but also other actors, to un-
derstand how coopetition-based business models may optimally work.
Our aim is to link back to the business model's architectural purpose of
value creation and capture (e.g. Amit & Zott, 2010; Teece, 2010) and
thus formulate propositions that answer our research questions on
how a particular firm can increase value creation by involving
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Summary of Amazon.com's coopetition-related business models.

Amazon Marketplace

Amazon Services and Amazon Web Services

Amazon Kindle

Coopetition logic

Amazon's main

Offerings increased the variety of new, used, and
out-of-print books in the Amazon.com web store
Independent, third-party bookstores and book

Sharing the Amazon.com web store platform and
infrastructure with competing actors

Borders, Target (utilizing Amazon's web store
platform), Netflix (utilizing Amazon's web

Profits for running the service; broader utilization and
development possibilities for the web store platform

Establishing an online presence; highly reliable e-

Helping to boost/create competition; cannibalization

Distribution of electronic book content across
different, competing platforms

Apple (Amazon.com's content on the iPad through
the Kindle app)

Access to a broader customer base; profits from
content sales; an increased user base for the DTP
standard

Increase of the attractiveness of the iPad as an
e-reader due to increased content

Reduction in the sales of the Kindle devices

coopetitive sellers
partners infrastructure)
Value for More valuable and varied end customer offerings;
Amazon.com margin of the competitors' profits
Value for Access to a broader customer base; increased sales
Amazon.com's commerce service
competitors
Potential issues/  Cannibalization of Amazon.com's own sales,
problems internal and external resistance of Amazon.com's own sales

competitors in its business model, and what the mechanisms are
through which the firm itself can capture value in such settings.

6.1. Letting your competitors win

A seminal game theoretic rationale by Brandenburger and Nalebuff
(1996) is that “letting your competitors win too is ok, as long as you
win yourself.” Later on, this has been extended in a discussion suggest-
ing that when markets grow, coopetition is especially lucrative because
it allows a “positive-sum game” between actors in coopetition (see
Ritala & Hurmelinna-Laukkanen, 2009). On the basis of the case study,
this has resonated in the success of the first coopetition-based business
model of Amazon.com, in which competitors were able to create value
for their customers through the Amazon Marketplace. This type of ap-
proach has increased the size of the whole market for electronic book
sales worldwide. In this case, the competing firms were able to explore
wider markets by complementing each others' resources and capabili-
ties (e.g., Amazon providing the platform, customer base, and infra-
structure, and the third-party bookstores providing improved variety
and broader availability). The Kindle app for the iPad is a similar case,
in which the content in Amazon.com's proprietary format has been
made available for Apple's customers, and thus the market base has
been broadened through complementary offerings.

Both of the above-mentioned business models show that it can be
beneficial to let the competitors increase their markets as part of the
firm's business model. We suggest that the benefit for a focal firm
comes from the possibility of the firm capturing a portion of the added
value that has been created (an integral part of any business model,
see e.g., Teece, 2010). In addition, customers tend to appreciate more
options to choose from. As customer value is increased when there are
a variety of competing offerings in a similar domain (Wang & Xie,
2011), by consciously sharing its platforms to competitors, Amazon.com
could enhance such value. Based on these discussions, we put forward
the following proposition:

Proposition 1. Increasing the size of the competitors' markets by involving
them as part of the firm's business model provides added potential for the
firm to capture a portion of the increased customer value.

The same intuition also applies to completely different markets that
were created for Amazon.com's rivals, as seen in the case of Amazon
Services. By delivering a platform for Borders, Amazon.com was able
to capture a portion of the unique value associated with the brand, the
customer base loyal to Borders. In fact, there are certainly some custom-
er segments that wanted to be associated with Borders, rather than
Amazon.com; through coopetition, both types of customers could be
satisfied (supporting the findings of Wang & Xie, 2011). Furthermore,
although such customer segments are somewhat out of Amazon.com's
reach, the value created by Borders can be partially captured by

Amazon.com through the business model of Amazon Services. The
same argumentation certainly holds for the recent relationship with
Netflix, and potentially even more strongly: By collaborating with
Netflix, Amazon.com is able to capture some of the value created by
the lucrative content portfolio Netflix has to offer.

In both of these instances, it can be recognized that the creation of a
new market for competitors requires a critical amount of shared re-
sources within the coopetition-based business model (here, the
Amazon.com infrastructure). By utilizing this joint resource base, the
firms could create value that would not otherwise be available and en-
gage in competition on the customer end (as suggested by Ritala et al.,
2009; Ritala & Hurmelinna-Laukkanen, 2009). Furthermore, as sug-
gested by Lavie (2006) and Dyer et al. (2008), the relative share of
value capture potential is higher for actors that share more valuable re-
sources to enable value creation in the first place. Thus, the design of the
coopetition-based business model, in a way that created new markets
for competitors, allowed Amazon to capture their own - otherwise non-
existent - share. This discussion allows us to formulate the following
proposition:

Proposition 2. Creating new markets for competitors by involving them
as part of the firm's business model provides added potential for the firm
to capture a portion of the newly created customer value.

6.2. Sharing costs and risks with competitors to gain resource efficiency

Amazon.com had sunk huge investments and resources into devel-
oping its web-based platforms and infrastructure. By transforming the
platform to suit the needs of its competitors in the form of Amazon Ser-
vices and Amazon Web Services, Amazon.com was able to realize nota-
ble resource efficiency benefits. Because Amazon.com shared the
platform, it was not only them but also others that could benefit from
exploiting the already sunk costs and resources.

There are many reasons why sharing resources with competitors for
efficiency purposes may be lucrative. The overall ratio of benefits versus
costs will improve within the business model when resources are
shared with competitors in activities for which they have joint interests
and that are usually far away from the customer end (Bengtsson & Kock,
2000; Dussauge et al., 2000). This leads to a wider impact for existing re-
sources; thus, fewer resources are needed to create and capture a larger
amount of value than otherwise would have been captured. In fact,
when competitors create value together by sharing their resources,
they are well placed to individually compete for the created value
through differentiated offerings. This has been illustrated in the
Amazon.com case through numerous coopetitive relationships where
the joint infrastructure has enabled competitors to spread their offer-
ings to markets. In summary, in certain situations, it is valuable for the
focal firm to enlarge the group of actors exploiting its resources, even
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when it helps its competitors. Based on this discussion, the following
proposition can be put forward:

Proposition 3. Involving competitors in the firm's business model helps it
gain resource efficiency benefits through increased application and synergy
of resources, thus increasing firm's value capture potential.

6.3. Increasing competitiveness

In the global marketplace, some firms operate through utilizing
Amazon.com's platforms and some through other platforms, representing
network or ecosystem-level competition (Gomes-Casseres, 1994;
Gueguen, 2009). Thus, competitiveness against other (groups of) com-
petitors increased in the case of Amazon Marketplace and Amazon Ser-
vices, since certain segments within the global book markets can be
defined in terms of competitive groups going head-to-head with each
other. The same intuition goes for the Kindle: By enabling Amazon.com
to offer content through the Kindle app, the competitive positions of
both Apple and Amazon.com are increased against other book market in-
dustry competitors. Thus, the firms were able to utilize coopetition to
bundle their supplementary and complementary resources together
into a more competitive overall business model. In particular, this can in-
crease their competitiveness against other rivals outside the scope of the
business model (see, e.g., Lado et al., 1997, on syncretic rent seeking be-
havior). Taking into account the aforementioned evidence, we suggest
that, in certain conditions, it is beneficial to improve the market potential
of the firm's competitors, especially when this improves the competitive
positioning of the focal firm as well. The following proposition summa-
rizes this discussion:

Proposition 4. Involving competitors in the firm's business model pro-
vides a potential for an improved resource and competitive positioning
against other business models in the industry, and thus increasing the firm's
value capture potential.

7. Conclusion

In this study, we have focused on the ways in which the potential
advantages of coopetition (collaboration between competitors) can be
realized by involving competitors in the firm's business model. To ex-
amine this issue, we conducted an in-depth case study of Amazon.com'’s
coopetition-based business models throughout its history. The results
provide evidence of how Amazon.com has utilized such business
models in three particular phases since the year 2000. This has led to
market growth, resource efficiency, and increased competitiveness not
only for Amazon.com but also for its coopetitive network of third-
party sellers, content providers, and large multi-national competitors.
Based on this case study, we created propositions about the benefits
for a firm to formulate coopetition-based business models. These models
include involving competitors in the firm's business model, thus creat-
ing market potential and competitiveness for those competitors. These
types of suggestions are quite counterintuitive when assessed through
the lens of the traditional competitive paradigm. In terms of coopetition,
this type of paradoxical approach is needed (see, e.g., Clarke-Hill, Li, &
Davies, 2003; Peng et al., 2012), as is the shift towards “non-traditional”
competitive strategies and business models (Sharma, 2002). Based on
the case study, we show that such non-traditional strategies and busi-
ness models can be used to provide potential for positive-sum results
for each actor involved, which is a requirement for crafting successful
coopetition relationships in general (Brandenburger & Nalebuff, 1996;
Lado et al., 1997; Ritala & Hurmelinna-Laukkanen, 2009).

7.1. Theoretical implications

The main contribution of this study is to show distinct aspects inher-
ent in a firm's business models that can help to create and capture value

by including coopetition relationships. In doing this, we have taken into
account the larger network environment in which the firm is embedded,
the supplementary and complementary resources available through
such networks, and the role of technologies and market offerings, follow-
ing the recent suggestions of Mason and Spring (2011). This study intro-
duces the concept of coopetition-based business models, which includes
simultaneously collaborative and competitive actors within the same
context, and has specific implications for value creation and capture.

On a more detailed level, we first proposed that, by increasing the
size of the competitor's markets or creating completely new markets
for them as part of the firm's business model, potential is provided for
the firm to capture a portion of the increased customer value. This result
resonates with the recent findings suggesting that the presence of a va-
riety of competing offerings is seen as valuable from the customer per-
spective and can eventually be helpful to the focal firm as well (Wang &
Xie, 2011). Furthermore, the results support the notions that compati-
bility, interoperability, and joint utilization of similar, supplementary
resources are major value creation drivers in coopetition (supporting
the notions forwarded by Gnyawali & Park, 2009; Mione, 2009; Ritala
& Hurmelinna-Laukkanen, 2009).

Secondly, we proposed that the firm can capture resource efficiency
benefits by sharing its resources with competitors through a
coopetition-based business model. This effect is built through two
mechanisms: the increased application of resources and better leverag-
ing of differentiated resources of competitors individually. As for appli-
cation, this means using fewer resources to realize a certain amount of
value in a distinct part of the value chain due to the sharing of resources
between competitors in the attempt to build economies of scale (see,
e.g., Dussauge et al., 2000). As for synergy, the efficiency comes from uti-
lizing certain resources in one part of the value chain to build leverage in
other parts, leading to increased individual value capture for each firm
(e.g., joint utilization of a sales platform to increase the impact of differ-
entiated offerings).

Thirdly, we proposed that involving competitors inside the firm's
business model provides the potential for an improved resource and
competitive positioning against other business models in the industry,
which increases the firm's value capture potential. This suggestion is
in line with the discussion about competitive dynamics moving towards
competition between networks and ecosystems, rather than residing
solely between individual firms (e.g., Gueguen, 2009; Méller & Rajala,
2007; Vanhaverbeke & Noordehaven, 2001). This adds another dimen-
sion to the business model design discussion, where the linkages be-
tween the firm and its stakeholders - including competitors — are a
key focus (e.g. Zott & Amit, 2007). When building on the logic of
coopetition, a competitive business model involves both horizontal
competitiveness in terms of an improved variety of competitive offer-
ings bringing customer value and vertical competitiveness in terms of
a strong network of suppliers and delivery channels. Recent discussion
on business ecosystems and value networks builds on this notion, sug-
gesting that both horizontal and vertical elements are needed to grow
a competitive, overall system that creates superior customer value
(Gueguen, 2009; Méller & Rajala, 2007).

7.2. Managerial implications

For business practitioners, our study proposes several interesting
implications. First, in general, collaborating with a competitor is consid-
ered to be impractical and counterintuitive for many business managers
and practitioners. The in-depth longitudinal Amazon.com case shows
that coopetition, although a risky undertaking, can lead to the survival,
growth, and evolution of a company over time. By giving thought to the
implications of the coopetitive-based business models of Amazon.com,
organizational decision makers and participants can have reflective
conversations about the possibility of replicating Amazon.com's strate-
gies in their own business models. The case study can also encourage
managers to embark on a journey to gain insights into the network



248 P. Ritala et al. / Industrial Marketing Management 43 (2014) 236-249

and organizational structures that can accommodate the complexities
inherent in coopetition as a multifaceted inter-organizational relation-
ship. In a broader view, the take home message for managers and prac-
titioners is that judgment is a prime ingredient in strategic decisions
that cannot be made solely by means of analytics-driven or math-
based approaches. In some cases, the judgments formed by the man-
agers, although counterintuitive, can bring about extraordinary results.
Thus, our study can serve as a basis for formulating normative recom-
mendations on two important aspects of coopetition: the underlying in-
centives (i.e., the why) and the requisite structure (i.e., the how) of
coopetitive relationships, strategies, and business-models.

Second, our study shows that the fact that the competitors are oper-
ating in the same domain can lead to forming business models with new
types of mechanisms for value creation and capture. By collaborating
with its competitors, a company can build new capabilities and gain bet-
ter leverage on its current ones, as well as boosting its brand and tech-
nologies (such as in the case of Amazon Services). This mechanism
also works vice versa, in that the company can leverage its competitors'
resources through coopetition-based business models and increase the
overall value for its own customers.

Finally, the case shows that coopetition can have long-term structur-
al effects on whole industries. Managers should thus closely watch the
types of coopetition-based business models being formed and examine
how their companies can stay aboard and ahead of industry evolution in
this regard.

7.3. Limitations and further research directions

Our results suffer from the typical limitations of a case study in that
they are bound to a particular industry and company. We are also limited
by our reliance on using mainly secondary data. Being an internet-driven
company, Amazon.com has been able to exploit the many advantages of
coopetition that are not necessarily available for companies in other in-
dustries (e.g., network externalities, platform sharing). We believe, how-
ever, that the propositions presented here are sufficiently universal and
that future research could further examine their applicability, as well as
the interesting boundary conditions. Particularly useful would be studies
focusing on different industries and types of business models other than
those presented here. For example, future studies could compare
coopetition-based business models in different industries to see how
the different drivers (e.g., the ones mentioned in this study) of coopetition
are utilized in practice. Other research could also analyze the specifics of
business model evolution for particular companies and industries to see
how coopetition has affected them over time. In particular, studies using
primary data and the longitudinal case approach could discern whether
business models are deliberately planned from the coopetition perspec-
tive or if the phenomenon is emergent. Finally, quantitative studies
could focus on the effectiveness of including coopetition as part of the
firm's overall business model and examine potential performance impli-
cations. In this regard, the propositions formulated in this study could
act as a starting point for forming empirically testable hypotheses.
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