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ABSTRACT 
 
Purpose – The purpose of this dissertation is twofold. First, to identify and design a 

theoretical model of different factors that are important when evaluating fast changing 

industry environment. Second, to conduct interviews designed after the model and determine 

what factors are important within the company‟s specific industry. 

Design/methodology/approach – A range of published research literature on Industry 

environment such as clusters, innovation and hyper competition has been used in this thesis. 

Our main approach has been to follow Porter‟s Five Forces Model and applying it on the 

modern IT-industry.  

Findings – This research identified three additional forces for evaluating industry 

environment, namely Innovation, Complementary product & Cooperation and Customer 

Readiness.  

Limitations – The research was limited to northeastern Öresundsregionen, Sweden. The 

interview questions where limited to pre-designed factors.   

Originality/value – The findings of this research provide the companies and researchers with 

a context for understanding this specific type of industry environment. It will also provide 

companies with a set of tools and best practices to apply when evaluating their own 

environment. 

Keywords – Environment analysis, Industry environment, Competitive Rivalry 

determination, IT-Industry. 
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1. INTRODUCTION 

In the first chapter of this dissertation there is a description of the background information 

that leads to the topics in this dissertation. We also present a problem formulation, purpose, 

research question and possible limitations for this thesis. The chapter ends with a disposition 

where a description of the structure is presented. 

1.1 Background information 

The IT-industry‟s importance for the global society has grown enormously during the two last 

decades, both as a source for technological innovations and for strengthening national 

competitiveness. According to World Economic Forum (2009), the development in the IT-

sector has created new ways of spreading information and knowledge. This leads not only to 

new forms of social interactions and education for them, but also to new strategic options for 

all kinds of companies. 

Companies that are active in the IT-industry often form clusters to make mutual gains from 

each other‟s knowledge, even if it can seem as a paradox to share knowledge with your 

closest competitors (Mason, Castleman, & Parker, 2008). Silicon Valley and Route 128 in the 

USA are two historical cluster formations and they have also proven to be an important part 

of the regional development (Makun, 2009). 

Clusters are formed by companies and industries linked through vertical (buyer/supplier) 

and/or horizontal (mutual customers, technology, etc.) relationships with the main players 

located in a single nation or state (Porter, 1980). Earlier mentioned Silicon Valley and Route 

128 are world known clusters of this type and significant for those regions are that there is a 

high competitiveness amongst the companies. According to Porter (1998) clusters play a vital 

role in the ability for industries to innovate. This is because companies within a cluster region 

usually have a better perspective on the market, both vertical towards competitors and 

horizontal towards suppliers and customers. 

This thesis is not about clusters, but about the industrial environment and structures within 

them. Many small and medium sized enterprizes (SME‟s) in a cluster creates high 

competition amongst the actors. Active companies have to be conciously aware of the 

competitive developments within it and do continous assessments in order to be competitive. 
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One of the most common ways of doing so is to use a concept developed by Porter, which 

measures industrial structures and the attractiveness for companies to compete in a specific 

industry. According to Ranjit Bose (2007), Porter‟s Five Forces model is widely regarded as 

the best analytical model when it comes to understanding an industrial environment. Porter‟s 

analysis provides a framework for understanding the opportunities and threats faced by 

competitors within the industry. Every industry has it own characteristics and this is important 

to keep in mind when measuring different industries  (Porter, 1979). 

1.2 Problem 

When assessing an industry there are several forces to consider and Michael E. Porter has 

created a model that aims to cover these forces. The five factors are Threat of New Entrants, 

Power of Suppliers, Power of Buyers, Threat of Substitutes and Competitive Rivalry. Porter 

claims that by analyzing an industry using this model, an industry‟s profitability should be 

revealed and be directly related to the Competitive Rivalry in the industry (Porter, 1979). 

In recent years Porter‟s concept has been criticized for missing several important forces for 

industry assessment. For example, it is accused of being too static and unable to foresee the 

rapid development in modern industries such as the fast moving IT-sector. The technological 

development in this industry is constantly going on, which means that the factor of innovation 

should be considered when assessing an industry from Porter‟s perspective 

(Karagiannopoulos, Georgopoulos, & Nikolopoulos, 2005). 

Further, there are several more forces to be unveiled that influence companies when 

measuring an industry. Some companies benefit massively from complementary products, 

which  emphasizes cooperation between companies. Business is not only about competing 

and creating advantage vis-à-vis a competitor, something that Porter‟s concept is missing to 

explain (ibid.). According to Popielarz (1967) customer readiness is a crucial factor for 

companies that are innovative and often bring new solutions to the customers. Is this yet 

another factor that Porter‟s model are missing when measuring an industries profitability? 

1.3 Purpose  

The purpose of this dissertation is to explore how the industry environment influences a 

company‟s willingness to compete in an industry. The thesis aims to unveil the relationship 

between active companies and a hyper competitive environment. We will describe which 
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forces that is more important than others and see if there are still forces to be unveiled in the 

existing theories about ways to assess the industry and the structures within it. 

1.4 Research Question 

How does the industrial environment influence a company‟s willingness to compete in an 

industry? 

1.5 Limitations 

This thesis is limited to the region of Skåne in the south of Sweden. All the interviewed 

companies are located within this region and are defined as SME‟s. 

The interviews that have been conducted for this dissertation have used Porter‟s Five Forces 

as a framework. This may have affected the respondents‟ answers to be somehow limited, 

even of the questions are open-ended. This probably means that there are several other factors 

that affect the companies‟ assessment of their environment. 

1.6 Disposition 

The dissertation consists of a methodology chapter, literature review, empirical method, 

results, analysis and conclusion. In the methodology we present the research philosophy, the 

research approach and the time horizon we will use. The theoretical framework consists of 

Porter‟s original theory and other scientific articles that deal with additional forces for 

measuring industries. In this part we will also present a new addition to Porter‟s concept, from 

another research field that could be relevant for our research question. Then the empirical part 

includes the presentation of how the data for the analysis were collected and the results from 

the interviews are presented. Afterwards we analyze how the theoretical framework applies to 

the information gathered from our research and finally draw overall conclusions related to the 

project question. 
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2. METHOD 

This chapter starts with a description of the research philosophy that this thesis will be using. 

We also present which research approach and time horizon that this dissertation is based on. 

This is done by retailing the different perspectives in the field of methods and then a 

motivation of the selected perspective follows. 

2.1 Research introduction 

Research metholodgy is a complicated field where there are many factors to consider when 

making method choices. Saunders, Lewis, & Thornhill (2007) introduced a scheme called the 

Research Onion (see Figure 2.1), which facilitates this process and shows that the different 

choices are linked to each other. The authors suggest that the researcher should start with the 

outer layer and then move towards the inner circle. By doing so a logic research methodology 

will be created. 

 

 

Figure 2.1 The research „onion‟ 

(based on:  Saunders, Lewis, & Thornhill, Research methods for business students, 2007, p.108) 

2.2 Research philosophy 

The field of epistemology (the science of acceptable knowledge) is divided into four 

categories that are called positivism, realism, interpretivism and pragmatism. Positivism is 

about research that can be measured by quantitative data; hence, statistical research is the 
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most common field for this perspective. The objectives for the positivists are to generalize 

and draw conclusions from the collected data and define a law based on those conclusions 

(Saunders, et al., 2007). 

Realism is based on things that we can feel through our senses, which makes the factor of 

observation highly important. The realistic perspective is divided into two separate parts, 

called direct realism and critical realism. The first one claims that it is enough to observe a 

phenomenon to be able to understand it, while the critical realist would respond that our 

senses can deceive us. Another important fact is that direct realists claim that the world is 

relatively static, which is opposite to the critical realists‟ view. The critical realists pinpoint 

the importance of a changing environment and to do studies at several levels (individual, 

group and organization) (ibid.). 

The interpretivistic view focuses on details; it criticizes the positivists by stating that the 

business reality is far too complicated to be generalized. Interpretivism also highlights the fact 

that people have different social roles in all kinds of circumstances, both in personal and 

professional situations. This means that researchers who analyze social interactions between 

humans mostly use the interpretivistic perspective (ibid.). 

The last perspective, called pragmatism, states that we do not know about the core of reality, 

therefore, the most important matter is to see if a theory works in reality. Pragmatists argue 

that it is entirely possible to combine different research philosophies; the research question is 

the crucial thing and, therefore, the research philosophy is adoptable to this. Pragmatisms 

does not exclude any kind of knowledge, it can be both observable or/and subjective 

phenomenons that create a meaning for the researcher (ibid.). 

This dissertation will use the pragmatic perspective, since it will test if the theories discussed 

in the theoretical framework can explain how the industrial environment influences new 

entrants‟ choice to compete in their specific sector. This thesis only seeks to answer if the 

research question applies to the reality in our chosen region; hence, pragmatism is the 

optimum philosophy for our thesis. The phenomenons in our research can be both observable 

(through senses) and subjective thoughts, both from us and from the interviewed persons, 

which further strengthens our pragmatic perspective. 
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2.3 Research approach 

There are two research approaches, deduction and induction. Deduction is often used when 

doing a quantitative study and proving a hypothesis that is already established. Thereby it is 

not said that a qualitative study cannot use a deductive approach. If the outcome of the data 

collection implies that the used model is lacking in the explanation of a phenomena, a 

modification of the theory will be presented. Another significant characteristic for deductive 

approaches is the ambition to make generalizations about a phenomenon, which creates high 

demands on the data collection (ibid.). 

The inductive approach is usually used for doing qualitative studies that aim to find the 

deeper meaning of a subject. Basically induction is the opposite approach to deduction, since 

the purpose here is to build a theory, not testing an existing one. Inductive researchers claim 

that flexibility is highly important when doing a study, there can be more than one 

explanation of a phenomenon and, therefore, their wish to generalize is not that strong (ibid.). 

This dissertation will use the deductive approach since it is based on the existing models and 

theories in the field of industrial environment. The data collected through qualitative 

interviews will allow us to prove or disprove these theories and, thereby, a generalization of 

the examined phenomenons can be made. 

2.4 Time horizon 

Independent of research philosophy or research approach, it is also feasible to discuss the time 

horizon that this thesis is based on. There are two alternatives for a researcher to choose from, 

either the cross-sectional study is used or the longitudinal study. Cross-sectional studies are 

“snapshot views” of a situation and can be used for both qualitative and quantitative studies. It 

is common that case studies have a cross-sectional time horizon, for example, when studying 

relationships within an organization at a certain time. It should also be mentioned that many 

researchers are forced to do a cross-sectional study, due to time constraints (ibid.). 

Longitudinal studies have as the name implies, a longer time horizon and are often used when 

the researcher study a change or development in, for example an organization. Many thinks 

that these kind of studies have to take a considerable long time, but it is not necesseraly so, 

because sometimes the collection of data is already done. Besides all datas can be analyzed 
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several times and be given different interpretations. This means that the issue with time 

constraints might be solved (ibid.). 

In this thesis we will use the cross-sectional time horizon, since it will provide a snapshot 

view of which factors influence the industrial environment at a specific time. Another reason 

for this choice has to do with time constraints for this thesis, which makes it impossible for us 

to study a phenomenon in this field over a longer period of time. There is no old data (for this 

specific region and industry) that allows us to analyze the changes in the industry over time, 

which raises even more concerns with a longitudinal study. 

2.5 Summary 

To conclude our research methodology we can say that this dissertation will use the pragmatic 

research philosophy, since the aim of this thesis is to develop an existing theory. Connected to 

the research philosophy is the research approach; in this thesis we have chosen a deductive 

approach. This follows our pragmatic philosophy, since the theory already exists and the 

deductive view seeks to develop it even further. At last, we have decided to use a cross-

sectional time horizon, due to the lack of existing data and limited amount of time. 
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3. LITERATURE REVIEW 

This chapter includes a description of the selected theories that will provide a theoretical 

framework for this dissertation. The theories about industry structures and environment will 

begin the chapter and then ways to assess the environment will continue. Further, we define 

what is meant by the term of hypercompetition and then conclude with a developed model that 

will constitute the base of our data collection. In the model we will present an own suggestion 

on how to evolve the literature with yet another factor.  

3.1 Competitive environment 

The environment for all businesses is constantly changing; for some industries the 

development is extremely quick, while it is slower for other types of industries. Companies 

must redefine their strategic choices when the environmental circumstances changes, since the 

key issue is to identify the main drivers of change. The goal for companies should then be to 

limit the effect if it is a negative change in the environment or maximize the benefit if the 

change is positive (Hoffman, 1961). 

The sources for the development of a competitive environment are many and the level of an 

industry‟s competitiveness depends on how well developed this environment is. According to 

World Economic Forum (2008) these sources can be divided into 12 categories, which are all 

crucial to create a competitive environment for a country. However, since this thesis explores 

what factors that are important to create a competitive environment for companies, we chose 

to only present those categories that we judge relevant to this thesis. 

The first pillar emphasizes functioning institutions, mostly in terms of clear property rights 

and transparency in the juridical system. If these issues are solved in an industrial 

environment it creates good conditions for competition. Equally important is the need for a 

well-developed infrastructure that allows for good communication and interaction between 

people, both in terms of good road system and telecommunication systems. Further, in fast 

changing environments a high-educated workforce has a major role, since the ability to adapt 

quickly is necessary in a globalized society (World Economic Forum, 2008). 

An industry also depends on the efficiency of a market, not only in the labor sectors, but also 

in the financial sector. In the financial sector incentives for investments and entrepreneurial 
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spirits should be offered. For example, good possibilities for bank loans should be provide as 

well as opportunities for investments in venture projects for companies. The pillar of 

technological readiness and innovation will be discussed more deeply further on in this 

theoretical framework (see 3.3.3 Customer Readiness). Although, we can state that the factors 

technological capabilities and innovative development are crucial for the development of an 

industry, as they can determine whether a company succeeds or not on a market (ibid.). 

For assessing those factors presented above, there are many different models and approaches 

to use. Porter Five Forces Model are one of the most common for this assessment and which 

will be described thoroughly underneath, although, it has been critizised by other researchers 

(Karagiannopoulos, et al., 2005) for lacking in many aspects. Those aspects are missing here, 

but will be reviewed later on in this chapter. 

3.2 Porter’s Five Forces 

In most industries there is competition in one way or another, although the type varies widely 

depending on which industry that is examined. The degree of competition can be judged by 

the threat of entry to the industry or the power from suppliers and buyers to the company. 

Competition can also come from a substitute and together with the other ones; they will 

decide the profitability and attractiveness for the industry. Each of these factors has to be 

analyzed to find out the underlying forces and structures in the industry. Michael E. Porter 

developed a model for this already back in 1979 and it is widely referred to as Porter‟s Five 

Forces. 

As the name implies there are five factors that describe how an industry‟s environment is 

structured and measured. These are called Threat of New Entrants, Power of Suppliers, Power 

of Buyers, Threat of Substitutes, which all contributes to the final factor Competitive Rivalry 

(see Figure 3.1). If the conclusion is that there is a high Competitive Rivalry in the industry, it 

results in an unattractive environment. Significant for an unattractive environment is the low 

profitability level that is determined by the competitiveness (which is probably strong, if the 

profitability is low) amongst the companies, which results in a lower chance for a new entrant 

to be successful within it. In an attractive environment the situation is the opposite, which 

means that the risk from new entrants is bigger due to higher profit levels (Porter, 1985). 
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Figure 3.1 Porters Five Forces 

(based on: Porter, Michael E. How Competitive Forces Shape Strategy, p. 6, 1979) 

 

3.2.1 Threat of New Entrants 

The first factor, called the Threat of New Entrants is the most obvious force and also the 

easiest one to measure in this model. There are several ways to measure whether the 

competition barriers is strong or not. 

1. Economies of scale – In manufacturing industries this barrier is one of the most 

important to deal with, since large scale production is what brings down the unit cost 

and thereby creates profit for the company. This also means that experiences within 

the production is crucial, which is a big disadvantage for a newcomer in the industry  

(Porter, 1985). Scale advantages occur in marketing and R&D actions taken by the 

company and customer services are also included here. Companies that are unwilling 

to enter an industry with large-scale production (when necessary) probably must cope 

with cost disadvantage, at least in the start-up phase (Porter, 1979). 

2. Product differentiation – This barrier can be hard to overcome in such industry where 

brand recognition is crucial, because the existing competitors may have strong 
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connections to the customer. To entice the loyal customers, a new entrant may have to 

invest in advertising etc., which can be costly and time consuming (ibid.).  

3. Capital requirements – Some industries are capital intensive and then it is important to 

have enough financial resources. This can be in the start-up phase, when investments 

in machines, buildings, or as mentioned earlier for advertisement has to be done. 

Many times a company has high running-costs too, such as credits for customers, high 

storages and capital losses from time to time. These financial issues decrease the 

number of likely entrants for some industries, just because they do not have enough 

financial assets (ibid.). 

4. Cost disadvantages independent of size – No matter how good a company is at 

creating economies of scale, how well they attract customers or how strong financial 

power they have, it still is not enough in some situations. Sometimes there are factors 

that only can be attained or owned by one company; this can be in form of patents or 

unique assets to raw-materials. Such factors may not be available for new companies; 

hence, the threat of entry is decreasing considerably in those cases (ibid.). 

5. Access to distribution channels – In some cases it is not possible for new companies to 

use the existing distribution channels and, therefore, they have to create their own if 

they shall enter the industry. This situation is not the usual one; often it is possible to 

use the competitors‟ channels, but they may still need to compete for the space within 

these, for example through price competition (ibid.). 

6. Government policy – Sometimes an industry is protected by governmental regulations, 

which prohibits new entrants in the industry. Such regulation can be protection of 

domestic actors, laws for environmental protection and licensing requirements for 

industries. These are all examples of how institutional decisions can regulate an 

industry (ibid.). 

When all these factors have been taken into account, it is possible to come to a conclusion 

about how high the threat of entry is for an industry. If the barriers can be considered as high, 

it basically means that it protects the active companies. If the conclusion is the opposite it is 

more likely for new entrants to be successful. However, new entrants should still be careful 

before they enter an industry, since it is likely that active companies will retaliate against 
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newcomers. Hence, a good suggestion is to examine how likely it is that the active companies 

retaliate against new competitors, because they want to protect their market share (ibid.). 

3.2.2 Threat of Substitutes 

A substitute can be a similar product or service that fills the need for the customer in almost 

the same way as the original one. To distinguish a substitute companies need to look on the 

shift in technology. It is also crucial for the business strategists to not only look at the own 

industry and the direct substitutes for a product.. A customer may choose to renovate the 

house or go on vacation, instead of buying a new TV. The Threat of Substitutes limits the 

possible revenues for the television companies. As an example, TV-prices are to some extent 

based on the prices of house-renovation and/or travelling costs (Fahy, 1992). 

1. Price/performance ratio – To measure how big threat a substitute possess for an 

industry there are some aspects to keep in mind. First of all it is important to judge a 

product/service from its price/performance ratio, which is connected to how the 

customer percieve the company‟s offer. Often the difference in monetary levels for 

products/service has a big impact on the ratio (ibid.). 

2. Extra industry effects – Another factor to consider is related to the extra-industry 

effects the substitute generate, which is the most important concept about substitutes. 

It means that managers have to expand their view outside of their own industry and 

then judge what is a substitute for their product. The goal can be to discover a specific 

segment that is particularly invulnerable from substitutive competition or how to 

defend an industry from substitutes (Porter, 1985). 

3. Learning curve – Even if there are many direct substitutes for a product/service, it may 

not be that easy for a customer to switch to a substitute. Many technical products have 

a high learning-curve that makes them time-consuming and costly to make beneficial, 

which leads to the anticipation that it lowers the Threat of Substitutes in some 

industries. However, industries who are going through a harmonization process sets a 

technical standard in the industry, which means that the learning curve will be lowered 

and the change to a substitute easier (Fahy, 1992).  
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3.2.3 Power of Buyers 

The third force is focused on the power that the immediate buyer has, which can have a big 

impact on the industrial environment. Industries with high fixed costs are dependent on large-

scale orders, which increases the buyers bargain power since the company is dependent on 

these buyers.  There are three different sections that helps to measure this force and those are 

described below (Porter, 1979). 

1. Concentrated buyers – If the buyers are very few or concentrated within some sort of 

alliance they could easily gain large power and control their suppliers more or less. 

The most important determinants of buyers power are the size and the concentration 

of customers,  fewer buyers means decreasing bargain power for the company 

(Karagiannopoulos, et al., 2005). 

2. Low switching cost – If the product or service differentation between the competitors 

is low, this could lead to that the buyers have a strong negotating position, from 

which they could create a one side win situation. The possibilities for the buyers to 

play their alternatives against each other are better, since a change to a new 

alternative may be less painful when the differentiation is low (Porter, 1979). 

3. Buyer competition threat – If the buyers have the possibility to accquire the product 

or service themselves, it could lead to a strong negotation position for them. This 

action is referred to as backward integration (Swaan Arons & Waalewijn, 1999). 

It is often useful to distinguish potential buyer power from the buyer‟s willingness or 

incentive to use that power, willingness that derives mainly from the „„risk of failure‟‟ 

associated with a product‟s use (Karagiannopoulos, et al., 2005). Sometimes a company can 

decrease their buyers‟ bargain power by strategically choose customers that have limited 

power. Even if a company has a larger target group, there are segments within it that are more 

important for the company than others (Porter, 1979). 

3.2.4 Power of Suppliers 

Generally the situation for most industries is that the Power of Suppliers is high due to their 

ability to provide unique benefits for the buyers  (Karagiannopoulos, et al., 2005). The term 

suppliers refers to many types of sources, for example it can be banks, labourer or raw 
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material distributers and so on. To measure their individual power towards the industry, 

Porter‟s Five Forces Model examines how concentrated the buyers are, if there are high 

switching costs and assess the threat of competition amongst the suppliers (Swaan Arons & 

Waalewijn, 1999). Below the three features in the Power of Buyer force are described: 

1. Concentrated suppliers – The suppliers for an industry can have big power if there are 

a few concentrated suppliers, which can put pressure on their customers. When this is 

the cases with few suppliers, it results in that the industry‟s bargain power weakens. It 

can be somewhat limited if the industry cooperate against those concentrated suppliers 

(ibid.). 

2. Switching costs – In some cases it is possible for the suppliers to raise the switching 

costs for their customer. Often this is the case in technical industries, where it can be 

hard and costly to change the supplier quickly (ibid.). 

3. Competition threat – As earlier mentioned the actors in an industry can have the 

opportunity to leap-frog a distribution channel and come closer to the end-customer. If  

the suppliers have this opportunity their power can increase, since they do not have to 

deal with intermediaries. When creating this type of direct connection to the ultimate 

buyer it is called forward vertical integration (ibid.). 

Raw material suppliers are important for many companies, since they pose a significant part 

of  the input costs for a company. Hence, it can be very dangerous for a company to 

underestimate their suppliers‟ bargain power, since a raise of the input costs will lead to 

decreasing profit-margins for the company (Porter, 1985). The situation can also be the 

opposite, which occurs if the industry is important for the supplier. Instead of becoming 

increasingly demanding and force the buyers to price cuts, the supplier can help the industry 

by providing R&D resources and other protective activities for the industry (Porter, 1979). 

3.2.5 Competitive Rivalry 

The fifth and last force in Porter‟s original model is called Competitive Rivalry. As viewed in 

Figure 3.2 (p.12) this force is the outcome of the four other forces and is dependent on the 

analysis of these. Competitive rivalry describes the direct rivalry between an organization‟s 

most immediate rival. To assess how hostile the actions amongst the existing companies are, 
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there are several factors to consider and those are described underneath (Swaan Arons & 

Waalewijn, 1999). 

1. Competitor balance – This section focuses on the balance between the different 

competitors within the industry. If all the competitors are roughly the same size it 

creates an intense competition, while if there are many small competitors, it might 

indicate niched target groups  (Porter, 1979). 

2. Industry growth rate - In an industry with a strong growth rate the competition 

diminishes since the industry is growing and, therefore, new market shares are created 

and are up for grab for new entrants. While on the other hand, if it is an stagnating 

industry the competitors are fighting each other for the market shares. This can be 

done through price wars or increased qualities for the product/service (ibid.). 

3. High fixed cost – If the industry requires high fixed cost, for example in machinery or 

large amount of personnel, it tends to be highly competitive. This is because scale 

advantage comes into play and the way to diminish those costs is by spreading them 

out in large scale production (ibid.). 

4. High exit barriers – It can be highly challenging to compete in an industry with high 

exit barriers if there is a downturn in demand from customers. This leads to 

overcapacity in the production for the whole industry and the competition increases. A 

maturing industry with high disinvestment costs tends to be even more competitive, 

since the competitors are fighting for their survival. It is cheaper to continue to 

compete against strong competitors, instead of withdraw from the industry to high 

costs (Porter, 1979). In some industries joint venture companies are an usual business 

form and this may raise the exit barriers, as all partners have to agree to the decision to 

leave the industry  (Porter, 1985). 

5. Low differentiation – Rivalry tends to be high in industries where the product or 

service that is provided is equal to the competitors. In these industries price wars often 

occur, since only the price distinguishes between the companies  (Porter, 1979). 
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3.3 Other Forces 

As stated earlier Porters Five Forces model is widely regarded as the best analytical model. 

However, it is often criticized for being too static (Bose, 2007). The model does not suite 

rapid growing industries or fast changing environments. Therefore, new forces and add-ons 

need to be implemented to Porters model. This helps the analysis to become better suited for 

those types of industries. 

3.3.1 Innovation Force 

This theory attempts to evolve Porters Five Forces into the modern era and to put focus on the 

importance of innovation. The theory describes innovation as an add-on to Porters Five 

forces, sixth force (Karagiannopoulos, et al., 2005). Innovation in this meaning can be defined 

as product- or process innovation, market innovation and organization innovation. In order to 

survive companies must try different innovations and renew themselves. (Johansson, 2003) 

Many modern industries change rapidly and cannot be seen in an Ad-hoc state. The aspect of 

innovation is extremely important, both when examining industry environment and in order to 

survive long-term in a competitive industry. According to Karagiannopoulos et al. (2005) a 

faulty assessment of innovation probably ruins a company‟s competitiveness and can also turn 

an entire industry into an outdated sector.   

Due to technological progress new ways of develop and implementing innovation has 

emerged. This has made innovation easier to use as a competitive advantage as it is a process 

that create fresh solutions and encourage diversity within an organization (Rajiv S. Nark and 

Kuruna Jain, 2006). This innovating process can be enhanced and measoured through a 

couple key factors, which are as follows: 

1. Flexibility in an organization‟s structure – A flexible organization provides ways for a 

company to pursue innovation and allows for adaptability to changing circumstances 

(Goold & Campbell, 2002). 

2. Competitive pressures within the industry – Competitive pressure creates a need for 

innovation within the industry. In order to ensure future profits and survival, a 

company must create and embrace innovation to gain competitive advantages. Hence, 

competitive pressure is an important driver for innovation (Karaev, 2006). 
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3. Within a cluster – As said before clusters enroll companies that are working close 

together within a certain area. This involves both competition and cooperation 

between the actors. So the fact states that companies within a cluster region are more 

encouraged and able to embrace innovation. Clusters have been widely recognized as 

one of the ways of overcoming the size limitations of SMEs and as an important 

instrument for improving their productivity, innovativeness and overall 

competitiveness (ibid.). 

3.3.2 Complementary products & Cooperation Force 

Complementary products can be seen as another force that influences the business 

environment. In some industries customers buy complementary products that are worth more 

together than separately and are more price worthy when bought in a package (Yadav & 

Monroe, 2003). Software and hardware in the computer industry are classical examples of 

such complementariness, since software programs benefit from improvements in hardware 

performance. The customers‟ eagerness to purchase advanced software programs increases if 

there are hardware products that can use the full potential of the software (Brandenburger & 

Nalebuff, 1995). 

Complementary products often arise within industry clusters that extend downstream to 

channels and customers. These clusters also move laterally to manufacturers of 

complementary products and to companies in industries related by skills, technologies or 

other common inputs (Porter, 1998). Porter‟s Five Forces Model ignores this fact of 

Cooperation between companies. Cooperation between organizations within the industrial 

environment is important since it helps to achieve sustainable competitive advantage, such as 

lower production costs and more innovative solutions for creating new business opportunities 

(Karagiannopoulos et al., 2005).  

The information above shows that Cooperation in the development of Complementary 

products can be crucial for a company‟s survival. Some companies are dependent of the 

success of another company and the mutual benefits from Cooperation can be huge. However, 

this dependency can create problems with these types of connections, since a complementary 

partner at the same time can be a competitor (Brandenburger et al,, 1995). 
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3.3.3 Customer Readiness Force 

The Customer Readiness to try out new products/services can be seen as an important factor 

when it comes to competing in an industry. When innovating products are released by an 

actor the aspect of getting the consumers do adapt to them is a well-described process that 

comes from the field of marking. Early adapters of new products often share similar 

characteristics. For example, data have shown that early adapters pose high levels of social, 

educational and geographical mobility (Popielarz, 1967).  

Customers who sense that they can control and be comfortable with new technologies will 

probably accept and adapt quickly to a new technology. Directly connected to this acceptance 

is the satisfaction the customer will feel when a new technology is introduced on the market. 

Customers with a good readiness are more likely to perceive the new technology as a positive 

change. Naturally the opposite situation occurs when the readiness is less good, which is 

shown by frustration and a lower willingness to adapt new technological solutions (Lin & 

Peng, 2005; Parasuraman, 2000).  

3.4 Hypercompetition 

In some industries there is such an intense competition amongst the actors that it creates a 

downward spiral. Every attempt from a company to attract new customers immediately 

triggers a response from another company immediately with a counter-attack and the 

similarity to real warfare is obvious here. Therefore it is very difficult to create a sustainable 

competitive advantage towards the competitors. It is also common that actors in 

hypercompetition environments are developing new know-how and try to develop first mover 

advantages to gain benefits towards their competitors, even though it becomes harder due to 

technological development (D'Aveni, 1995). 

The underlying reasons for this situation to occur is believed to be globalization and the 

technological development in today‟s business world. Globalization has increased the number 

of possible competitors significantly, this is the case especially for the IT-industry that is 

independent of where the competitors are located. The introduction of the Internet as a 

distribution and information channel has also meant that companies‟ profit margin has 

decreased  (Porter, 2001). The importance of the drivers for hypercompetition are dependent 

on which industry that is examined. For example the globalization force is believed to be 
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more important for manufacturing industry, whereas technological development is more 

crucial for the service sector (Christensen, Roth, & Anthony, 2004). 

According to Thomas (1996), Hypercompetition leads to a significantly improved 

individualized performance for some companies, while others face big losses in their 

performance. Those companies that can cope with constant changes in the industry can 

actually gain from such a situation, which is a contradictory view compared to what Porter‟s 

Five Forces suggests. He claims that too intense rivalry between the competitors decreases the 

profit margins and the value created by the company. However, in an empirical research by 

Young, Smith and Grimm (1996) evidence for increased profit margins for the single 

company is presented. For the entire industry though, the profit is shrinking, since there are 

some companies that cannot cope in Hypercompetition industries. 

3.5 Summary of theoretical framework 

Since Porter‟s Five Forces Model is not enough to analyze a changing industry, a new model 

has been designed (see Figure 3.2) to include additional factors and Hypercompetition. The 

aim is to make the model more suitable for changing environments. The new model contains 

all the parts of Porter‟s original model within; Power of Buyers, Power of suppliers, Threat of 

entry, Threat of Substitutes and Competitive Rivalry. The model also includes the new forces: 

Innovation, Complementary Product and Customer Readiness, where the last one is this thesis 

contribution to the model.  

The customers‟ readiness might be an essential factor to consider when analyzing the industry 

environment. If the customer is neither willing nor ready to implement the actor‟s 

products/services then it would most likely result in failure for the companies, even if the 

technology is fully developed. 

Hypercompetition is here described as a result of too intense Competitive Rivalry. Further, it 

can be concluded that all factors above are very dependent on each other; one cannot exists if 

the other one is missing in an environment. In order for innovation to occur, it is necessary to 

have an environment that has both good technological capabilities as well as having stable 

financial circumstances. 
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Figure 3.2 The Developed Industry Environment Model 
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4. EMPIRICAL METHOD 

The chapter will begin with an argumentation for our research strategy and data collection 

method. Further, we describe how we have approached the issues with generalisability, 

validity and reliability. We also discuss the justification for our interview guide together with 

a presentation of each company that has been interviewed by us. 

4.1 Research strategy 

Interview was chosen as the most appropriate research strategy for this thesis. Since industrial 

environments are very complex, an in-depth analyze is necessary. This makes the choice of 

interviews natural. According to Saunders et al., (2007) the choice of doing qualitative 

interviews can depend on several things. An example of this can be the purpose of the 

research, where it is necessary to talk and interact with the respondent in order to understand 

different variables. The interviewer puts a lot of emphasis on stating follow-up questions, 

where the respondent reflects freely on the questions. Although, one should be aware of that 

the interviewer most likely will affect the outcome of the interview.  

For some researchers the importance of establishing personal contact with the respondent is 

high. Earlier studies have found that especially business managers are more willing to be 

interviewed instead of filling out a questionnaire. Here it is also possible to get comments and 

personal guarantees on how to proceed with the collected data (ibid.). 

Further, the character of the stated questions can be a motivator for choosing qualitative 

interviews as a research strategy. This is the case when there are many questions that are 

advanced or open. Often the questions can be stated in different order, to be able to keep a 

logical line throughout the interview (ibid.). 

The fourth and last situation that may force a researcher to do a qualitative study is when the 

researcher‟s questions are time-consuming. A questionnaire with several-advanced question 

takes time to complete, which means that a qualitative study is just as effective to conduct 

such a study (ibid.). 

The choice for doing a qualitative study is due to duplicate reason. The field of research in 

this study is industrial environments and the complicated nature of this topic makes us believe 

that an in-depth analyze is most convenient for our thesis. Further, the character of our 
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questions that collects the primary data has been designed with an open-ended and general 

approach, which makes our choice of research strategy even more logical. Another advantage 

that we obtain by the choice of qualitative interviews is that we can state follow-up question 

when it is necessary, to fully understand the respondent‟s perception of the situation. A 

qualitative interview form is also the most convenient for us since many of the questions 

require a longer answer. 

4.2 Data collection method 

4.2.1 Primary & Secondary data 

There is a clear distinction between primary and secondary data. Primary data are those that 

are collected specifically for the research that is conducted by the researchers, for example 

through interviews or questionnaires. Secondary data already exists in one form or another; 

the difference is how they are collected. Information that is presented in newspapers, books 

and different reports are examples of such secondary data. Earlier conducted surveys may also 

serve as a source for secondary data, which can be analyzed a second time with another 

approach (Saunders et al., 2007). 

The source for the secondary data that is gathered in this dissertation comes from Unionen, 

which is a Swedish trade union organization. They have published a report about the Swedish 

IT-industry and give a valuable initial view of the situation in the industry. The information in 

this report is also considered to be reliable and trustworthy as we assume that Unionen has a 

good insight in the industry. Further, we have also found articles from Sydsvenskan and 

Svenska Dagbladet (Swedish newspapers) that deal with the labor situation in the southern of 

Sweden. When it comes to the collection of primary data, we rely completely on qualitative 

interviews and this process is thoroughly described underneath.   

4.2.2 Interviews 

As described earlier, this thesis uses a qualitative approach and interviews to collect the data. 

This collection by interviews can take three different forms; they can be structured-, semi-

structured- or unstructured interviews. Structured interviews often occur in quantitative 

researches when the questions are set from the beginning and the interviewer states the 

question without any indication of bias. Further the structured interviews are formed in a 
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standardized order, with pre-coded answers and high demands on accessible questions 

(Saunders et al., 2007). 

The second option is to use semi-structured interviews, which is a more open form of 

collecting data, compared with the structured form. The interviewer lets the respondent 

answer more freely on the stated question, although the interviewer has some sort of schedule 

to follow. The aim here is to cover each topic during the interview, but the order in which this 

is done is of less importance. This depends on how the dialogue between the interviewer and 

respondent develops; some questions may be omitted or some additional questions can be 

stated in order to make sense of the information that has been gathered from the respondent 

(ibid.). 

 

Unstructured interviews are the last form of how to manage interviews. This type of data 

collection is totally informal and is often used when doing in-depth studies. Even if the 

interview is an open discussion between the interviewer and the respondent, the interviewer is 

not allowed to influence the respondent‟s perception of the examined topic (ibid.). 

This thesis will use the semi-structured interview form since we have developed an interview 

guide with topic questions that will function as a framework during the interviews. As can be 

seen in Figure 4.1, this means that a non-standardized interview form is used. Though, some 

questions may be omitted, depending on the respondents‟ answers, due to the fact that some 

of the questions are closely related. Further, we let the respondent speak freely during the 

interview, which may make it possible to alter the order of our themes. Further, we chose to 

record the interviews digitally, when allowed, to ensure that important details are included 

later on in the analysis. During the interviews one interviewer has taken notes and checked 

that every question has been answered, while the other one has asked the questions and 

guided the respondent throughout the interview. This means that even though two persons are 

present at the interview, we still use one-to-one and face-to-face interviews since one of us 

only are taking notes and listens in the background.  
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Figure 4.1 Forms of interview 

(based on:  Saunders, Lewis, & Thornhill (2007), Research methods for business students, p.321) 

 

4.3 Secondary data about the IT-industry 

During the latest years the IT-sector has seen a tendency towards large-scale production and 

economies of scale.  Some companies have begun to introduce standardized IT-systems, often 

by first acquiring a competitor and then phase out the acquired system. After a time the 

customers are offered to use their standardized system instead. This may be a sign of a 

maturing industry as the hunt for bringing down the unit costs has been more important 

(Unionen, 2009). 

Another characteristic for a maturing IT-industry is that the growth has stagnated the last few 

years and companies have started with price cuts on their services. Further, the competition 

from Asia and Eastern Europe is steadily increasing; something that results in a tougher 

Competitive Rivalry in the future (ibid.). 

Governmental restrictions and law changes has increased their influence on the IT-industry 

through the “Ipred-law
1
”, which has raised the cost for the companies. The authorities put 

demands on the IT-companies; for example, they have to collect, save and supply all data that 

                                                 
1
 Gives the authorities the right, through network operators, gather information about the Internet users actions, 

and prosecute them if illegal actions are discovered. http://www.dn.se/nyheter/politik/det-har-ar-ipred-1.471253 
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pass through the companies‟ systems. This means extra work for the companies and the cost 

for this are estimated to nearly one billion SEK (Svenska Dagbladet, 2008). 

According to Sydsvenskan (2006) the IT-companies are fighting to entice the best employees 

in the industry, which means that new entrants may find it difficult to employ good personnel 

and this results in lower threat of entry for active companies. The competition from Denmark, 

regarding the workforce in the IT-sector has also increased as the Danish industry experienced 

a boom during the latest years (Sydsvenskan
2
, 2006). 

Probably the competitive balance amongst the existing IT-companies is high, since the 

companies are highly specialized and operating in niche markets. This may be a result of the 

diminishing industry growth during the last years, which leads to a tougher competitiveness 

where core competencies is the important thing and a focus on this leads to a niche market 

orientated industry (ibid.). 

4.4 Operationalization 

The questions in our interview guide are designed to be open-ended and general, this has 

several reasons. First of all, the interviewers‟ influence on the respondents‟ answers should be 

minimal, as little influence as possible from the interviewer is preferred. Secondly, one can 

assume that the respondents‟ knowledge about the terms in our models might be limited. 

Hence, it is not convenient to construct complicated questions that the respondents‟ might 

misinterpret. 

 

4.4.1 Interview guide motivation 

1. General information about the company and the industry 

 Describe yourself and your company, when and why the company started? 

o Background check – This question aims to gather general information about the 

company, to get an overview of the company‟s businesses. By doing this, a good 

base to continue the interview is created and a better judgment of what forces 

that are most relevant can be done.   

 Describe the industry you are acting in, what characteristics does it have? 

o Industry perspective – In this part the goal is to know how the respondent 

perceives their industry and which phase the industry is facing. This will further 
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contribute to the judgment of the importance of each force and make it easier for 

us to prioritize our questions. 

 

2. Competitive Rivalry 

 What does the competition in the industry look like? What creates competition in your 

industry? 

o Competitor balance – The aim of this question is to find out how the structure in 

the industry is built up. It is important to know how intense the competition 

within the industry is and to identify eventual niche markets for the company.  

 What does the growth in the industry look like? 

o Industry growth rate – The focus of this question is to find out how the industry 

is growing (growing or stagnating) and thereby know how intense the fight for 

market share is. 

 Which are your largest costs? 

o Fixed costs – This question is designed to investigate how the costs are allocated 

in the company and how these costs are diminished.   

 How easy is it for you to be acquired by another company? How easy is it for you to 

acquire another company? 

o Exit barriers – In this question the objective is to get information about the exit 

barriers in both directions as the question implies. This also examines how 

harsh the competition is in the industry, as the exit barriers give incentives to 

the company‟s willingness to compete in the industry. 

 How much do you differ from your competitors? 

o Differentiation & Cost disadvantages independent of size – This question 

attempts to answer several concepts in our research. Firstly, the aim is to 

examine how the company thinks it differs from their competitors. Further, the 

answers that will be provided here also implies what competitive advantage the 

company has vis-à-vis its competitors. 

 

3.  Threat of New Entrants 

 How easy/hard is it for a new entrant to establish a competitive company in your 

industry? 
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o General information – This question will provide a good view on how the 

respondent perceives their industrial environment and we will get implications 

of how important this force is. 

 Which investments are necessary for creating a competitive company? 

o Capital requirements – Information about which investments that are necessary 

for the company‟s competitiveness, is what is searched for here. This will give a 

clearer view of what challenges new companies are facing. Running costs are 

also included in this question as it is connected to the capital requirements; for 

example this can be credits for customers or high storages.   

 How do you reach your customer? 

o Access to distribution channels – This is a crucial question for the analyze, since 

it states how close to the end-customer the company is. The fewer 

intermediaries the company has to deal with, the more powerful they are. 

Moreover, these channels can be hard to access, hence it is important to know 

how easy it is for a new entrant to make use of these.   

 How important is it to be experience and have a thorough education within the 

industry? 

o Economies of scale – The aim of this question is to gather information about 

how standardized the industry is and how important the unit costs are for the 

company. The connection to the threat of new entrants is also obvious here, 

since a high degree of economies of scale implies high obstacles for newcomers 

in the industry. 

 Which kind of licenses is required for companies in the industry? 

o Governmental policy – The hindrance from regulations stated by the authorities 

is the objective for this question, which can limit the threat of entry 

significantly. 

 

4. Innovation & Complementary Product 

 How important do you consider the factor of innovation to be in your industry? 

o General information – This question will give us the respondent‟s overall 

opinion about innovation and provide a good starting point for the forthcoming 

discussion about this force. 
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 How much do your competitors influence you to be innovative and find new 

solutions? 

o Competitive pressure – This question have multiple objectives, firstly it explores 

how the competitors force the company to bring innovative solutions. Secondly, 

the question gives a view of the overall competitiveness and spirit within the 

industry. 

 How often is an innovative idea/solution introduced in your industry? 

o Innovation ratio – Here is the objective to explore how quick the development 

within the industry is, to be able to tell if the company acts in a fast changing 

environment or not. 

 Do you cooperate with other companies when developing innovations? Why/Why 

not? 

o Complementary products/Cooperation – These questions have several objectives 

as well, as they will tell if there are products/services connected to each other, 

but not produced by one company. Further, it also gives information about the 

Cooperation between the companies within the industry, due to resource 

obstacles and so on. 

 How do you encourage innovative ideas that are developed in your company? Which 

tools do you have to promote innovations? 

o Flexibility – These questions seek to investigate how flexible the company is, 

since it is more likely for innovative ideas to develop in such a company. 

 What do you think is the connection between innovation and competitive advantage? 

o This gives us a general idea of how the companies perceive innovation, if it is 

crucial for competitiveness. 

 

5. Customer/Readiness 

 How well prepared are your customers to get hold of innovation/new solutions? 

o Preparation – This question is asked to find out the customers readiness to 

embrace new innovations. It will give us an understanding of who the 

customers are and what mind-set they have towards new technologies.  

 How good are your customers at implementing your latest developments? 

o Implementation – This question is asked to confirm the previous question. The 

aim is to clarify the view of the situation and prove that question. 
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6. Threat of Substitutes 

 What options do your customers have to your services? Do you feel threatened from 

other industries that provide an option to your services? 

o Extra industry effects – This question answers what substitutes the company is 

aware of, and how they relate to the force Threat of Substitutes. It provides a 

view of how much they look at their competitors, both in the own industry as 

well as outside it. 

 What do you do in order to decrease the risk that your customers choose another 

option than yours? 

o Price/performance ratio - This question is designed to describe the company‟s 

situation, and what their powers are when dealing with substitutes. 

 What do you do when determining the prices on your products/services? What drives 

the determination of prices in your industry? 

o Hypercompetition – This question aims to understand if there is hyper-

competition within the industry and the actors need to adapt prices instantly 

after their competitors lower their price. 

 

7. Power of Suppliers 

 Describe your suppliers. 

o General information – This question will provide a general image of the 

suppliers. It will also give a good opening question related to the Power of 

Suppliers block.  

 How many suppliers do you have? 

o Concentrated suppliers – The intention of this question is to discover if there are 

powerful suppliers of whom the company needs to adapt to.  

 How easy is it for you to change suppliers? How dependent are you of your 

suppliers/How dependent are your suppliers of you? 

o Switching costs – This question also aims at finding out the exact relationship 

the company have with their suppliers, and their ability to change suppliers. It 

is interesting to know whether they are dependent on each other or not, as it 

enhances the view of the relationships.  

 How does your bargain power against your suppliers look like? 
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o Further more this question aims at discovering the company‟s exact position 

when bargaining with suppliers. 

 

8. Power of Buyers 

 Describe your customers. 

o General information – This question will provide a general image of the 

company‟s buyers. It will also award a good opening question related to the 

Power of Buyers block.  

 How many customers do you have? 

o Concentrated customers – This question aims at discovering the concentration of 

buyers of whom the company has to adapt to. 

 How easy is it for your customers to choose another company‟s services? 

o Switching costs – The objectives for this question are to explore how the 

relationship between the company and their customers is. Connected to this is 

also the differentiation of services that the company offers, since high 

differentiation often means high switching costs. 

 How does your bargain power against your buyers look like? 

o This question will imply the company‟s position and their power to negotiate 

terms with their customers. 

 

9.  Summarizing questions 

 Which force do you think influences your industry more than others? 

o Relevance grading – This is an open question, which is supposed to let the 

respondent spontaneously name the force that influences the company‟s 

environment. The purpose here is to see if the model we based our research on, 

is adequate when it comes to assessing an industrial environment. Hence, the 

respondent is freely allowed to pick the force that influences them the most.   

 Which factors are less important of the ones mentioned above? 

o Relevance grading – Here is the respondent asked to name one of the factors, 

which is less important for their industry. Though, the respondent is not allowed 

to freely pick a force, instead they have to choose one of them that been 

discussed earlier during the interview. By doing so, the relevance of the model 

will be further examined. 
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4.4.2 Force measurements 

Each force will be measured by either its powerfulness or importance for the companies‟ 

industrial environment. All the forces from the Developed Industry Environment Model 

(Figure 3.2, p. 25), except Customer Readiness, will be measured by how powerful the forces‟ 

influence is in the industry. The forces of Customer Readiness will be measured by its 

importance for the industrial environment. The reason for this choice is that a high level of 

Customer Readiness can be an asset for one company, while it can be a liability for another 

company. Hence, it is more convenient to measure Customer Readiness by importance. 

4.5 Population  

The population for this thesis is IT-companies located in the region Skåne (south Sweden), 

four of them were located in Kristianstad municipally and one was located in Lund. We have 

chosen to interview small to medium sized enterprises and the main reason for this is that 

managers at these companies will be relatively easy to access, compared to managers at multi-

national enterprises. The companies were picked after a conducted background check, where 

it was made sure that the company was active in the IT-industry and not had more than 30 

employees. 

The initial contact with the companies was done by e-mail (see Appendix 1) and followed up 

with phone-calls to those companies that not answered the e-mail within three days. Totally 

we contacted 15 companies by e-mail, where four of them accepted our request, while the rest 

did not answer us. We assume that the reason for this has to do with time-constraints. From 

the list of e-mailed companies that did not answer our request, we chose to phone them 

randomly and make a personal request instead. Five additional companies were contacted by 

phone, but all turned down our inquiry, except for one company that was willing to accept our 

request. Thereby we reached a total of five companies that could act as respondents for our 

interviews.  

4.6 Sample selection 

The companies that are interviewed in this thesis represent a wide diversity of types of 

companies. They are all established in the IT-industry, but in different sections within it and, 

therefore, are enticing different kinds of customers. For example, IT-Hantverkarna is a 

franchising concept while the other firms are small sized enterprises. Some companies can 

also be seen as competitors, while some of them is not connected to each other at all in their 
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businesses. Ardere and C4 Media both provide website-services for their customers, but they 

also differ to some extent since they add value to this service in different ways. The activities 

for IT-Hantverkarna and Horisont are not related to each other at all, since their target groups 

are totally different.  

We have consciously chosen to contact diversified companies since we want a variety in our 

research and present a view of the IT-industry as a whole and not only a niche part of it. 

Hence, it is necessary and relevant to describe each company‟s core businesses and the 

owner/CEO since they have different experiences in terms of education and earlier 

professions. 

4.6.1 Ardere 

Jeanette Johansson founded Ardere in 2005, which has two employees of whom Johansson is 

the CEO. Ardere provides products and services in graphical layout and WebPages, with 

focus on usability and adoptable to human needs. In this process the company uses IT as a 

tool to assist the customer. Jeanette stated that she created Ardere because she has a strong 

entrepreneurial spirit and found a need on the market to fill out and develop. During her 

education at Kristianstad University, Johansson discovered her immense interest for media 

informatics and chose to start Ardere (which means burn/glow on Latin) to use this 

knowledge. 

4.6.2 C4 Media 

C4 Media started in 2005 with the mission to design WebPages. In the recent years this 

mission has changed, and the main focus of C4 Media today is to produce web stores for e-

commerce companies. This service makes up for about 90% of the company‟s yearly 

turnover, and the remaining percentage consists of special programming services.  Hence, C4 

Media designs and sells both web stores and common WebPages. The company is lead and 

owned by Mikael Åkesson, who has a genuine interest for the IT-industry and started the 

company as a sideline-job during his paternity leave.  

4.6.3 IT-Hantverkarna 

IT-Hantverkarna is a franchising concept with over 40 offices scattered around Sweden. 

Göran Hjelte and Ewa Groppfeldt created IT-Hanterverkarna back in January 2000, but the 
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office in Kristianstad was not opened until the spring of 2004. IT-Hantverkarna is a 

franchising concept that aims to provide IT-services for SME‟s to an affordable price. The 

office in Kristianstad is called HK and is lead by Benny Bengtsson since April 2006, who has 

a wide experience from the IT-industry. Bengtsson has worked as a programmer/codifier, 

business leader since 1981 and has also participated in the development and implementation 

of new technologies within the IT-sector. 

4.6.4 Horisont 

Horisont is a company located in Lund that is dedicated to help and assist people with limited 

or complete loss of eyesight by providing special software, hardware and lectures. Karin 

Jönsson and Ulf Larsson created the company in 2000, but both of them have decades of 

experience within this field. Ulf Larsson has himself limited sight and discovered a need to 

assist others like himself. Today the company has in addition to Jönsson and Larsson one 

more employee. 

4.6.5 BaronDator 

BaronDator is an electrical retailer located in Kristianstad with 6 employees. Eugen Salceanu 

created the company back in 1993 as a service aiming towards home-electronics. In 1997 

Salceanu changed the direction of BaronDator towards the retail and repair company, at that 

time the growth was high and the competition limited. Today the situation is another, there 

are plenty of competitors, and not at least big international one located near them. 

4.7 Credibility of findings 

4.7.1 Reliability 

General characteristics for a good reliability in a research are that the same result can be 

achieved again in another research. This means that similar observation can be made in other 

researches. However, an often-occurring issue when using semi-structured- and more 

informal types of interviews is the problem with creating these repeatable conditions for 

future studies. Hence, the reliability of such studies can be damaged, but there are a number 

of arguments that can be used to ensure the reliability for such studies (Saunders, et al., 2007).  

Usually the aim for qualitative researches is to explain a specific situation in-depth and 

describe the reality at a special moment. Therefore, the value of a repeatable condition is not 
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that high for such studies. Other suggestions for improving the reliability is to describe how 

the research has been conducted as detailed as possible, for example the underlying reasons 

for the choice of strategy, methods and the obtained data (ibid.). 

Since this thesis is a qualitative study that aims to describe the industry and the forces that 

influences it at this specific time, it has to cope with the issues mentioned above. The issue 

with repeatable conditions is obvious and very hard to overcome, but will be handled by 

thorough descriptions and arguments in other parts in this thesis. Although, it is not likely that 

the same results will be possible to achieve by other researchers, since this thesis studies an 

industry at a specific occasion which is hard to imitate. Even if the same respondents are used 

for a similar research, the findings probably will differ from the ones in this thesis due to 

different time settings. 

4.7.2 Validity 

Validity is a crucial factor for every scientific research and it refer to that the appropriate 

variables are used to measure relevant data. One wants to be sure to measure causal 

relationships, in order to be able to know what influence A has on B (ibid.). 

To ensure the validity in this thesis we have thoroughly developed an interview guide based 

on existing theories. Thereby, we can be sure that the relevant questions are stated to measure 

the right variable. After each interview, we have separately written down our impressions 

from the interview and then compared them to each other. These notes have then provided the 

base for our analysis together with a record from the interview. By doing so, the validity is 

raised, since the risk of misinterpretation decreases, when we do not discuss the interview 

until our noted impressions can be compared with each other. 

4.7.3 Generalisability 

In small sample studies the researchers cannot make conclusions that are applicable for all 

circumstances that are similar to the research question. Instead the objective is to explain 

phenomenons in a specific situation and find indicators that can be used for further 

researches. Other researchers in other settings can then use this, in order to enhance the 

picture that the original research provided further (ibid.).  When analyzing multiple case 

studies it is important to use the analytical generalization form and not mix it with a statistical 

generalization. Analytical generalizations are done by first finding replicated support to 
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theories from an existing framework, where one or two case studies support a theory and 

make this one stronger. Then the aim is to find a rival theory that is less likely to explain a 

phenomenon and, thereby make the first theory even stronger (Yin, 2007). 

The generalisability of the collected data in this dissertation will be valuable for explaining 

the phenomenon in the IT-industry. These findings will then provide a good framework for 

continuous studies, either within the same industry but other companies or when examining 

another industry. We will use the analytical generalization form, when comparing the 

companies‟ answers gathered during the interviews. The main assumption is that each force 

influences the companies‟ industrial environment in some way and the rival theory is that it 

has a low importance. Then the aim is to explore what the differences (if they occur) depend 

on. 
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5. RESULTS 

This chapter includes a presentation of what has been said during the interviews with each 

company. The information is a comprehended review of each CEO’s assessment of their 

industry, free from any subjective thoughts from the interviewers. We have chosen to only 

present the key factors for each block and then summarize them in a table.   

5.1 Interview: Ardere 

Date and time: 4
th

 November 2009, 15.00-15.40 a.m. 

Meeting person: Jeanette Johansson, CEO & founder 

Meeting place: Jeanette Johansson’s office in Kristianstad at Krinova Science Park, in a 

quiet room with closed door. 

Ardere consider themselves as ”niched”, since the direct competitors are relatively few and 

provides a highly differentiated service. Further, Johansson argued that the industry is 

growing; hence new market shares are being created and the operating margins have increased 

since she established the company. She did not know how hard it would be today to establish 

a competitive firm in her industry, but she thought that education and experience was 

essential in order to do so. For reaching the customers Ardere mainly uses mouth-to-mouth 

marketing; hence, networking is considered as a crucial part of the company‟s marketing 

actions. The largest costs for Ardere were salary and R&D. Since every customer orders a 

unique product, R&D is important to allow innovating ideas to grow and meet the customers 

demand.  

Ardere claimed that without these innovative customer solutions the whole business 

operations would be halted. To promote these innovations Ardere uses brainstorming between 

the employees. The company also cooperates with “outsiders” in order to finish big projects, a 

small company cannot do everything on their own. 

Ardere thinks that the customer‟s readiness and willingness to reinvent themselves has grown 

stronger in recent years, the customer want to participate more in the development. Johansson 

said that Ardere has around 20 customers yearly, of whom many are recurrent ones. Today 

the customers are often environmental friendly companies and newly established firms. The 

prices are set after time and quality; the competitors have no influence in this process. 
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Further, Ardere consider themselves to be in a position where they do not have to press the 

price to a no margin limit in order to get the customer; the price is a quality mark, which 

means that the customer shall not perceive Ardere as a cheap and unserious company. The 

numbers of substitutes to Ardere‟s products are many, but Johansson tries to limit them by 

always working closely with and keeping personal contacts with the customers and develop 

unique solutions for them.  

On a yearly basis Ardere uses around a dozen suppliers. They consider them easy to switch 

but in the same time the suppliers are very important in order to secure quality and deadlines. 

Without their suppliers Ardere would not be able to provide the products/services that they do 

today and, therefore, they are dependent on their suppliers.  

According to Johansson, the most important factor in the IT industry is Customer Readiness; 

the customer must be willing and ready to try out new ideas. The least important factor is 

threat of entry. 

5.2 Interview: C4 Media 

Date and time: 5
th 

November 2009, 9.30-10.00 p.m. 

Meeting person: Mikael Åkesson, CEO & founder 

Meeting place: Mikael Åkesson’s office in Kristianstad at Krinova Science Park, in a quiet 

room with closed door. 

C4 Media says that there are no other companies in the IT-industry who sells the same sort of 

product to the same segment; they have created a niche market. Hence, C4 Media claims that 

they have no direct competitors. According to Åkesson the industry and C4 Media is growing, 

which the recent turnovers confirm, reduplicated since June 2009. The highest costs for C4 

Media are office rents and the employees‟ salary. Åkesson says it is hard to establish a 

competitive company in the IT industry; it requires much resource to create your platform. It 

is even harder to buy another company, since they overvalue themselves and are therefore too 

expensive. 

The largest investment made for C4 Media is time; time to create your platform, build 

networks and develop new products. Mouth-to-mouth is the main technique C4 Media uses 
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for reaching their customers, some advertisements occur as well. Åkesson do not consider 

education as an important factor but interest and fortitude are key components. 

There are a lot of substitutes for the product C4 Media supplies, but by supplying a new and 

innovating product that threat diminish.  Innovation is extremely important, especially for C4 

Media who sells complete products. Åkesson said that innovation is not promoted in the 

organization; it comes naturally in order to be competitive. C4 Media do not cooperate much 

with other firms, but they are not unheard of other companies‟ services either.  

The Customer Readiness is important, but C4 Media designs dumb proof technology, as easy 

as possible is their motto. Åkesson said that C4 Media has around 400 customers a year. The 

customer differs in size, but most are small and medium sized companies, which can be both 

private and public customers. Competitors have no influence when it comes to price setting; 

instead the prices are determined by quality, the time that has been spent on the project and 

the size of the customers.  

Åkesson says that in general they have very little bargaining power towards the suppliers, but 

there are exceptions. For example, they rent servers from a supplier where they can influence 

the terms in the contract. Their bargain power is almost nonexistent when it comes to 

negotiations with office suppliers, which are large companies compared with C4 Media. In 

total C4 Media has around 20 suppliers per year.  

According to Åkesson the factor that influences the IT-industry most is the customers‟ 

willingness to reinvent themselves, while the least important factor is the Power of Supplier. 

5.3 Interview: IT-Hantverkarna 

Date and time: 10th
 
November 2009, 15.00-16.10 a.m. 

Meeting person: Bobby Bengtsson, Office CEO 

Meeting place: Conference room at IT-Hantverkarna’s Kristianstad Office, a quiet room with 

closed door. 

Bengtsson said that he did not see any direct competitors to IT-Hanterverkarna, “nobody 

provides the same services at such a low costs as we do”. In order to establish a competitive 

company in this industry large investments are required. Education is important for being 
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successful in this industry, but not as much as a passionate interest for the industry. A 

technical licence is required within the industry since larger hardware and software 

manufacturers such as Dell and Microsoft demand it. It is also seen as a quality mark within 

the industry.  According to Bengtsson the largest costs for IT-Hantverkarna are salary and car 

expenses. To reach a “break-even point” for all the costs a HK technician needs to be on 

assignments 6 hours per day. IT-Hanverkarna does not use advertisements as a marketing 

channel; instead they reach their customers through networking and mouth-to-mouth 

marketing.  

Bengtsson considers innovation to be an important force, since it is vital to always be ahead 

of the trends in the industry. It is not the competitors that drive innovation forward; it is the 

customers‟ demand. The central organization holds meetings and events where innovative 

ideas are discussed. The degree of customers‟ readiness that determines their willingness to 

accept new technology and other innovations differ is diverse; some are good some are bad. 

Cooperation is a big element for IT-Hantverkarna. For example the company‟s office in 

Kristianstad shares premises with Canon. They also cooperate with other IT-companies that 

provide other services than IT-Hantverkarna; an example of this is companies that host 

servers. 

Bengtsson said that there might be substitutes for IT-Hantverkarna but nothing that concerns 

them at this point. Through good communication with the customer and being 

accommodating to the customer‟s needs, the Threat of Substitutes diminishes. 

Bengtsson said that the central office deals with all supplier issues. The suppliers are pre-

determined in the meaning that the franchise concept requires you to buy from them, first 

hand, hence it is hard for the HK office to change supplier. Although, IT-Hanverkarna claims 

that this has a positive effect too; the large bargaining power against the suppliers increases. 

According to Bengtsson, the Power of Suppliers is the least important force for IT-

Hantverkarna due to the reasons mentioned above. 

The factor that affects the HK office the most is the strength of the Swedish currency. Closely 

connected to this is the financial crisis that has diminished the sales of hardware, but 

increased the service hours. Bengtsson stated that the customers are more careful with 

spending their capital assets in these tough economical times.  
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5.4 Interview: Horisont 

Date and time: 11th
 
November 2009, 17.00-18.00 a.m. 

Meeting person: Ulf Larsson, CEO 

Meeting place: Horisont’s Office in Lund, in a quiet room with closed door. 

At the beginning Horisont‟s vision was to supply the private sector with their services, but 

this was soon to be changed. Landstinget (regional council) in Skåne became their largest and 

only customer. Recently, Landstinget started their own department that deals with disabled 

employees and stopped buying services from Horisont; hence, Horisont is back in the private 

sector again. Naturally, Landstinget is one of the companies‟ most powerful competitors. 

Nowadays, Horisont usually reaches their customers through Arbetsförmedlingen and 

Försäkringskassan (Governmental institutes). 

The differentiation between the products are high, every product is unique. Larsson said that 

he did not know any competitors who like Horisont only provide the service and not any 

products. The competitor sets Horisont‟s price level, and they consider themselves to be in the 

middle price segment. The largest costs for Horisont are salary and cars. The sector does not 

have a high growth rate; Horisont‟s customer clientele are old ones who need to update their 

systems. There are no license requirements in order to compete in their business; the main 

issues for competing in the industry are large investments, such as computer equipment, 

location and cars. According to Larsson experience and education are essential in order to 

succeed, but it is not necessarily computer and technological educations that they seek.  

Instead people who are good teachers are more valuable. Larsson stated, “It is easier to teach 

an educationalist technology than teach a technician pedagogics”.  

Larsson also considered innovation to be extremely important in their industry. Since 

Horisont deals with people who have some sort of handicap every case is unique. They must 

find new combinations and solutions for every customer. Therefore, Horisont needs to be up-

to-date on innovations and news on the market. In order to create those solutions, Horisont 

cooperates with a company in Växjö that develops products. According to Larsson, pure new 

innovations are very rarely introduced in the industry. Instead new ways of using old 

technology or products are implemented. Innovation is encouraged through discussions and 

allowing out of the box ideas. 
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The Customer Readiness differs from customer to customer; some customers want to know 

how it works, while others only care about that it works. The customer has substitutes for the 

service Horisont provides, but Larsson said that they diminish the risk by providing good 

service and by always finishing the project, no matter what. 

Horisont has one major supplier, which is located in Växjö that is quite dependent on 

Horisont, but no bargaining power is used. They operate on a higher level; it can be described 

as a win-win situation. Larsson said that it is hard to say how many customers Horisont has, 

since many of them comes from governmental organizations; hence, the customers are spread 

out in different departments. The customers can easily change supplier, since Horisont does 

not deal with service contracts. Recently, Landstinget started to employ own personnel, which 

has resulted in that the order income has diminished. 

The most important factor for Horisont is the community climate, the acceptance of sight-

limited employees that goes hand-in-hand with the trade cycle. The least important factor is 

the suppliers since there are many to choose from when problems occur with the existing 

ones. 

5.5 Interview: BaronDator 

Date and time: 17th
 
November 2009, 09.30-10.45 p.m. 

Meeting person: Eugen Salceanu, CEO and Founder. 

Meeting place: BaronDator’s Office in Kristianstad, in a quiet room with closed door. 

The competition is increasing in BaronDator‟s industry; both domestic and international 

companies are located near the company. Since it requires huge investments in order to 

compete in this industry, Salceanu does not fear more new entrants. Experience is vital in 

order to be competitive in the industry; education is always good but not as important. The 

largest costs for BaronDator are storages and salaries. They try to limit the storages, since it 

loses value rather quickly, but too much would effect the delivery time. No license is required 

in order to compete in the industry, but if you have licenses from banking services or 

technical authorizations are good to show to the customers. 

Salceanu said that there are several substitutes for their products, mostly in terms of direct 

options provided by competitors as OnOff, Siba and Elgiganten. In order to compete against 
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those substitutes, BaronDator provides faster and better service than their competitors. 

Salceanu claims that a smaller company, as BaronDator, has an advantage compared to large 

chain stores, when it comes to quick and personal service. 

BaronDator reaches their customers through mouth-to-mouth and advertisement on the radio, 

Internet, local papers and street signs. Salceanu said that innovation is important; to try new 

technologies and marketing strategies are crucial in order to reach new customers. BaronDator 

has hired consultants in order to find innovating ways of doing business. It is the competitor 

who drive the innovation forwards. The readiness depends on the customer, for example 

many customers are of the opinion that electronics should last a lifetime. In other areas the 

customers are well prepared, such as payment methods on the Internet store. Salceanu said 

that BaronDator does cooperate with companies such as 3, where they offer mobile Internet 

with the laptops.  

BaronDator has around 15 suppliers, many of them located in Asia. Salceanu considered it 

easy to switch supplier since there are many manufacturers of the products BaronDator offers. 

The margins are already low so no bargaining power is practiced. Salceanu said that they have 

many customers and that the customers can easily change suppliers. Since the margins are 

already low, 5-8 percent, neither the customers nor BaronDator has any bargaining power. 

The factor that affects BaronDator the most is the trade cycle, customers buy when they have 

money. The least important factor is the Power of Supplier. 
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Table 5.1 Summary of result 

 

Force/Com

-pany 

Ardere C4 Media IT-Hantverkarna Horisont BaronDator 

Threat of 

New 

Entrants 

Not an issue, 

education & 

knowledge are 

essential. 

Have not 

thought about 

it, not an issue. 

Passionate interest 

for IT. Time, the 

biggest investment. 

No special 

license, reach 

the customer 

towards other 

organizations. 

Hard to 

compete, some 

licenses, 

knowledge is 

king. 

Threat of 

Substitutes 

Big threat, but 

personal 

contact & 

quality 

minimizes it. 

Big threat, 

diminish it by 

supplying an 

innovating 

service. 

Price/performance 

ratio important. 

Service-minded 

means satisfied 

customers. 

Many options 

for the 

consumer, 

keep the threat 

down by 

personal 

service. 

Big threat. But 

with small firm 

and big 

knowledge it 

diminishes. 

Power of 

Buyers 

Few 

customers, but 

recurring. 

Many 

customers, 

differs in size 

and quality. 

Most buyers are 

SME‟s, buys 

complete solutions. 

Around 250 

recurring 

buyers, comes 

when update is 

needed. 

Many strong 

customers. Have 

to bend in some 

cases in order to 

please 

Power of 

Suppliers 

Dead-line, 

quality & 

cooperation is 

important. 

Low bargain 

power, but 

there are 

exceptions. 

Cannot chose 

suppliers, 

centralized 

process. 

Few suppliers, 

close 

relationships, 

but stay 

independent. 

Many suppliers 

and easy to 

switch.  

Innovation Important, 

every product 

is unique. 

Important to be 

ahead of the 

competitors. 

Leading in 

developing 

solutions, 

cooperation. 

Extremely 

important to 

find new 

solutions. 

Important for 

competitiveness 

Competitors 

drives 

innovation. 

Complemen

-tary 

products & 

Cooperatio

n 

Hiring help 

from outside, 

working 

closely with 

suppliers. 

Not many 

compl. 

products, but is 

not unheard of 

it. 

Many closely 

related products, 

company adding 

value to other 

products. 

Adding or 

changing the 

value for other 

products. 

Complementary 

products and c-

operation in 

form of mobile 

internet with 3.  

Customer 

Readiness 

Getting better, 

taking a part in 

the 

development. 

Important, 

designs dumb 

proof 

technology. 

Mixed readiness 

from customers. 

Mixed 

readiness, 

some are 

interested in 

technology, 

other is not. 

Bad readiness. 

Customers want 

electronics to 

last a lifetime. 

Competitive 

Rivalry 

Nish market, 

many 

competitors. 

Nish market, 

many 

competitors. 

Strong growth, 

high work-load 

important. 

Hard 

competition, 

needs for 

investment in 

technology. 

Low margins, 

lowered 

turnovers. 

Competitor size 

difference huge. 
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6. ANALYSIS 

This chapter includes the analysis of the data collected during the interviews. The aim is to 

analyze each companies’ situation and how the forces influence them, which will be done in 

the light of the theoretical framework. Further, a valuation of the importance of each force 

for the IT-industry is conducted together with explanations to the differences in the 

respondents’ answers,  

6.1 Individual company analysis 

Here we analyze each company‟s industry in the light of the forces presented in the theoretical 

framework. A table (see Table 6.1) that summarizes the analysis can be found in the end of 

this section. 

6.1.1 Ardere 

Ardere faces a rather high threat of entry, as there are low requirements for capital and instead 

time is the essential investment to make. According to Porter (1979) government policy such 

as licensing increases the barriers of entry. In Ardere‟s case there are no such licensing 

regulations, which benefit new entrants. The company refuses to act in a standardized 

manner; the same solution is seldom re-used. Hence, we suggest that there are no exist any 

economies of scale for Ardere. Johansson said during the interview that education and 

experience are crucial factors for a company‟s competitiveness, which makes it harder for 

newcomers. Ardere reaches their customers through networking, which makes good personal 

contacts and a good reputation important. The buildup of such networks can be time-

consuming and hard for new entrants; hence, the threat of entry decreases. 

According to Johansson, the number of available substitutes to Ardere‟s products and services 

are unlimited. The company tries to prevent this by listening carefully to the customer and 

find their individual needs. This means that Ardere works hard to achieve a good 

price/performance ratio to avoid that the customers choose another company. Moreover, 

substitutes can also take an external form and have its origin in another industry. In Ardere‟s 

case this can be when the customer chooses to, for example, invest in a new machine instead 

of buying a Webpage from Ardere. We judge that the learning curve for Ardere‟s customers is 

rather low; there are no advanced techniques that make the customer especially dependent an 
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Ardere. To sum up, we consider that Ardere faces a high threat from substitute 

products/services, with support of the discussion above.  

Since many of Ardere‟s customers are recurring it means that the company can cope with 

relatively few customers, around 20 on a yearly basis. This means that the buyers can be 

considered as concentrated and have a moderately high power. Further, the risk is also that the 

customer may chose to develop their own website or contact a producer of business cards 

themselves directly and, thereby, leapfrog Ardere‟s role in the value chain. 

The suppliers‟ power towards Ardere can be considered strong, because in many services the 

company is dependent on reliable deliveries and high quality from the suppliers. This also 

signifies a high switching cost, since the cooperation between Ardere and their suppliers is 

strong and important for the end product. Although, there are many suppliers to choose from 

for Ardere, which according to Porter (Porter 1979) signifies low concentration of suppliers, 

hence low power. Our conclusion is that the Power of Suppliers is moderate, strengthened by 

a fairly high learning curve and weakened somewhat by the numbers of possible suppliers. 

The force of innovation is also a crucial factor to keep in mind when assessing Ardere‟s 

industry. Johansson claims that she always tries to develop unique solutions for the 

company‟s customer; every customer has special needs. Further, it is also the customers that 

push the innovative development forward, since it is their needs that have to be filled. To be 

able to find these innovative solutions Johansson has frequent meetings with the employees to 

create new solutions. This results in that we consider Ardere to have a flexible organization 

that is easy to adapt in a fast changing environment. Hence, we judge that Ardere fits the 

description of an innovative company well. 

As stated earlier, Ardere works closely with their suppliers, which mean that they also use 

complementary products/services for their customers. For example, the company is adding 

value to the products from a printing-supplier by complementing those products with a 

Webpage. Therefore, we assume that complementary products pose a crucial role for Ardere‟s 

businesses. 

According to Johansson, some of the customers have a strong desire to find new solutions and 

develop something innovative.  The outcome is that the customers have a good readiness and 

they are getting even better, for example they have better knowledge in how they want to 
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market themselves. We assume that this is an important fact for Ardere, since it is easier to 

work with customers who know what they seek. 

Since Ardere declared that there are 20 comparable competitors who can provide similar 

services, it is obvious there is a niche market in Ardere‟s part of the IT-industry. This means 

that the competitor balance is low, which has a negative effect on the competition in the 

industry, since the target groups are more divided between the competitors. The Competitive 

Rivalry is also weakened by the fact that the industry is growing (the increased operating 

margins is a sign of this); hence, there is no direct fight for market share, instead the 

customers come to Ardere. Further, the costs are really low for a consulting company as 

Ardere; the biggest costs are personnel and office rents, which both are relatively low. Hence, 

the incentives for staying in a tough industry are low and Ardere can leave the industry 

without too big capital losses, which decreases the Competitive Rivalry further. The view of 

the Competitive Rivalry is somewhat diffused by the fact that the high Threat of Substitutes, 

Power of Buyers, Innovation and the high importance of Complementary products and 

Customer Readiness increase the competitiveness in Ardere‟s sector. However, we claim that 

the high industry growth and low capital requirements are so crucial that the Competitive 

Rivalry still is on a fairly low level.  

6.1.2 C4 Media 

We argue that the threat of entry force for C4 media is low-to-medium, with support from the 

following facts. Åkesson stated that it is very expensive and time consuming to create the 

platform; it is also hard to buy another company in the industry since they are all over valued. 

The industry growth rate is high; this makes loss of market share less likely, as it is 

continuously created. There are competitors in the industry, but C4 Media offers a unique and 

complete product, compared to their competitors who offer their products with licensing. 

Neither education nor experience is important in order to compete within the industry; instead 

drive and commitment are the key components. 

There are plenty of alternatives for C4 Media‟s products, both direct and in-direct substitutes. 

The customers can easily choose one of the competitors‟ solutions or they can invest money 

in other products such as larger and better physical locations. Fahy (1992) claims that 

technical products may have a low learning curve if there has been a harmonization process in 

the industry. In C4 Media‟s case, their products have a low learning curve, since the function 
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is fairly standardized for the customer. This increases the Threat of Substitutes. Åkesson said 

that their main connection towards reaching the customers is mouth-to-mouth, which creates a 

close relationship to the customer. We consider that the risk of choosing an alternative 

product, somewhat diminishes. Although, the end conclusion is that there is a high Threat of 

Substitutes. 

Since C4 Media has around 400 customers per year the concentration of buyers is low and 

differs in size, but the customers are mainly SME‟s. Åkesson said that the customers do not 

influence the pricing, but as we stated previously the customer can easily switch provider; 

hence we argue that the Power of Buyer is low-to-moderate. This might be a problem for C4 

Media since it both creates a high switching cost for the competitor‟s customers and a low 

switching cost for C4 Media‟s customers. 

Our respondent said that they have around 20 suppliers of various products yearly. Most of 

the suppliers are such where C4 Media‟s size is too small, as they cannot affect the terms 

when negotiating with large suppliers of office material. But there are exceptions, such as the 

server company, where C4 Media has bigger bargaining power and can more excessively 

negotiate the terms and complete a more profitable deal. The result of the Power of Supplier 

is concluded to be low and of little importance, mostly since we anticipate that their need for 

supplying materials is not that big. 

Åkesson stated that innovation is an important factor for his company‟s competitiveness. 

When looking at C4 Media‟s situation, we conclude that it is of great importance to always be 

in the front line when it comes to product innovation. C4 Media has developed a modern 

platform that easily allows modifications to include new functions. Although the company 

does not encourage innovation on a formal level, we still claim that they have a flexible 

organization that allows “out of the box” thinking. Thereby, innovations are indirectly 

encouraged. Karaev (2006) states that competitive pressure is the main driver for innovation, 

as a company needs to ensure future profitability by encourage and create innovation. We 

claim that this is the case for C4 Media, even if they do not claim that their competitors 

influence their innovativeness. In our analysis there are indications that the power of 

innovation is high within the company, since they have to evolve their technological platform 

continuously to make it more competitive.  
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At first sight the Customer Readiness was seen as of little importance, since the systems 

developed by C4 Media is dumb-proof. It means that the customer does not need to have a 

great technological readiness for using the systems. Ordinary computer skills are probably the 

main knowledge that is required and together with a user-friendly interface the importance of 

Customer Readiness diminishes. But on the other hand, the customers must be ready to take 

the step into the Internet. This can be a big step for many companies since it is an entirely new 

platform and market compared to a physical store.  

C4 Media does cooperate with other companies, for example when Miljöpartiet (a Swedish 

political party) decided to develop their Webpage they did not contact C4 Media directly. 

Instead they contacted another company that then contacted C4 Media; we anticipate that this 

depends on a lack of knowledge from the other company. Hence, Cooperation with other 

firms occurs, but it is not a usual action within C4 Media‟s organization. Further, we suggest 

that C4 Media complements the customer‟s products by adding the e-commerce function; the 

products/service is more valuable when it is available on the Internet too. However, we argue 

that the importance of complementary products is limited, since it is only a side effect to C4 

Media‟s core businesses.  

During the interview, Åkesson claimed that they provide a unique product and has no direct 

competitor, which can provide a similar service. Hence, we can conclude that C4 Media 

operates on a niche market, which means that the Competitive Rivalry decreases when the 

fight for market share is low. This argument is further strengthened by the fact that industry is 

still growing and the potential customers are increasing, which has a negative effect on the 

rivalry. Moreover, the low fixed costs and exit barriers undermine the incentives to stay in a 

declining industry, even if this is not the case for C4 Media today. According to Porter (1979) 

companies are more likely to continuously compete in an industry when they have made high 

investments. C4 Media is a good example of this, since the company has developed their own 

technological platform for e-commerce services. This means that their exit barriers may be 

higher in the future. Together with the low-to-medium Threat of New Entrants, Power of 

Buyer, Power of Supplier and low importance of Cooperation and complementary product the 

rivalry diminish. Although, the high Threat of Substitutes and a high Innovation factor means 

that the rivalry is somewhat increased. Hence, we conclude that the Competitive Rivalry 

within C4 media‟s industry is moderate. 
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6.1.3 IT-Hantverkarna 

Because of several reasons we assume that the Threat of New Entrants is moderate in IT-

Hantverkarna‟s sector of the IT-industry. The company is well aware of how much a 

technician has to work for being profitable and tries to diminish the costs in large-scale 

production. To establish a creditable and competitive IT-consulting company it is also 

necessary to invest in licenses from the large manufacturers, for example managing server 

software from Microsoft. This can be costly and connected with time constraints for new 

competitors; hence, the Threat of New Entrants is diminished even further. Although, one 

should be aware of that not every customer demands this licenses. Connected to this is also 

the assumption that it is easy for new entrants to offer a similar service as IT-Hantverkarna 

does, it is a moderately standardized service.  

IT-Hantverkarna reaches their customers through networking and personal contacts, which 

may increase the opportunities for newcomers to succeed. If the new entrants have the 

required capital they can market themselves thoroughly and thereby steal some of IT-

Hantverkarna‟s customers, but this is a hazardous action since it may fail. During the 

interview, Bengtsson also stated that he considered passionate interest for IT to be more 

crucial than experience and education, something that gives stronger incentives for a 

newcomer. However, we still argue that the barriers for new entrants still are high due to the 

large-scale production, which gives a price advantage. 

The amount of substitutable services for the customers is many and the switching costs are 

low, mostly due to the fact that IT-Hantverkarna does not provide the databases. Therefore, it 

is easy for the customer to choose another company to assist them and provide a similar 

service as IT-Hantverkarna. Further, we also consider that the customers‟ learning curve is 

low, since the aim for the company is to create a convenient usability for the customers. 

IT-Hantverkarna‟s local office has around 400 customers, which makes us consider that the 

Power of Buyers is fairly low. The buyers are unconcentrated and since they probably do not 

cooperate towards IT-Hantverkarna, their bargain power decreases. Moreover, the risk of 

backward integration is also fairly limited; it is not easy for the buyer to solve these major IT-

issues that IT-Hantverkarna deals with alone. It probably requires a lot of knowledge to deal 

with the services provided by IT-Hantverkarna, something that a smaller company cannot 
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afford. Although, as stated earlier, we have made the anticipation that the switching costs are 

low for the customer, they can easily change from IT-Hantverkarna to another company.  

The Power of Suppliers is considered to be low, since almost all of the suppliers are centrally 

managed by the head-office. By doing so, IT-Hantverkarna can press the prices much more 

effective, which means that the Power of Suppliers is decreased. Sometimes it occurs that 

some of the main supplier cannot deliver a product and the local office has to use a local 

supplier, where their bargain power may be lower. However, we think that this situation is 

fairly unusual and still consider that the Power of Suppliers is low. It is fully possible for the 

suppliers to leapfrog IT-Hantverkarna and sell direct to their customers, but there are 

problems involved with this strategy. The lack of competence from the customer makes it 

harder for the suppliers and it is this issue IT-Hantverkarna tries to solve by providing 

consulting services, something that supports our argument that the Power of Suppliers is low. 

According to Bengtsson innovation is an important factor for IT-Hantverkarna. Several times 

each year some of the technicians in the franchising network are gathered and exchanging 

ideas about new technical solutions with each other. Hence, we consider that the whole 

franchising concept is flexible and allows innovative solutions, which the local office has big 

uses of. We claim that these meetings provide the same benefits as the ones that are obtained 

by working in clusters. The obstacles of limited resources are conquered here and the aim is 

to improve the productivity and innovativeness within the company. 

IT-Hantverkarna is adding significant value to some existing products. For example, they 

have created an insurance service called “Funka” that back-up private consumers‟ digital 

information on a server. Thereby value is added to the buyers existing computer, by securing 

the information on it. Moreover, IT-Hantverkarna adds value to the customers‟ computers by 

solving networks issues and providing a reliable IT-system, without those services, the 

computers‟ value would decrease significantly. The company also cooperates with IT-

companies that are active in other sections of the industry. For example, IT-Hantverkarna 

does not own any servers; instead they cooperate with another company that hosts servers for 

the customers. Another important relationship for IT-Hantverkarna is the one with Canon, 

which they share the premises with and, thereby, some of the cost with them 

The customers‟ readiness is mixed, some of them are well aware of the possibilities with the 

latest technology, while others are only interested in a functioning service. This means that 
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Customer Readiness have a somewhat limited importance for IT-Hantverkarna, since the 

customer who only are interested in a functioning service is satisfied with a more simple 

solution. We suppose that the customer who is well aware of the developments in the industry 

is probably less time-consuming for IT-Hantverkarna to work with, since they quickly adapt 

to new technologies. 

When summarizing the Competitive Rivalry for IT-Hantverkarna, we first assess the 

competitor balance, which is fairly low. This is because Bengtsson claimed that they act in a 

niche market, since they are enticing SME‟s that seek assistance with IT-solutions to a low 

cost. This means that there are few competitors aiming at the same target group. This supports 

Porter‟s (1979) theory about diminishing competition for niche markets. During the latest 

year the industry growth has stagnated as an effect of the economic crisis and the fight for 

customers has been more intense, which has influenced IT-Hantverkarna to look after the 

existing customers instead of enticing new ones. Together with rather high exit barriers in 

terms of employees and machinery, which may be costly to disinvest, the Competitive Rivalry 

is considered to be quite high. 

6.1.4 Horisont 

When looking at the difficulty level for new entrants to enter Horisont‟s industry one could 

argue that it is rather easy, since there are no license requirements or binding customer 

contracts in the industry. The economical investments required in order to enter the industry is 

rather low, neither a storehouse nor a large location is required. On the other hand, experience 

is vital in order to compete, which also was emphasized by Larsson, the respondent at 

Horisont. This together with a high product differentiation between the competitors and a low 

market growth makes the Threat of New Entrants rather low. 

Horisont said that there where many alternative products for their services, both direct and in-

direct substitutes. They did not name any specific substitute, but we assume that the one 

whom receives their services is not the buyer; instead the buyer is the company that has 

employed a person with sight problems. Hence, the threat should be assessed from this 

perspective instead. For those companies there are several options to consider, for example, 

one obvious alternative is to not hire employees with limited eyesight. Horisont themselves 

stated that the business cycle and the society‟s attitude towards persons with limited eyesight 

decided Horisont‟s market situation. For those first time customers the switching cost can be 
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seen as fairly low, though we suggest that it is somewhat higher for the recurrent ones. This is 

because once the customer has learnt one system and way to work, for example Horisont‟s 

Office-software, it may be tough to get used to a new system. However, we still argue that the 

total Threat of Substitutes is high to moderate, due to the many indirect substitutes the 

employing company have.  

As described above, the customers have plenty of alternative products/services to consider 

before choosing Horisont‟s services. That together with the fact that Horisont reaches their 

customers through a third party, Landstinget, Försäkringskassan or Arbetsförmedlingen, one 

could argue that there is a high concentration of buyers. Without license or binding contracts 

with the customers it is rather easy for the customers to integrate backwards and becoming the 

supplier themselves, as was seen in the case with Landstinget. The obvious conclusion here is 

that the Power of Buyers is high.   

Horisont has one major supplier, whom also is a competitor, and several smaller ones for 

various products. Even though they have one major supplier for their special designed 

products Larsson said it was easy to switch supplier if one did not function as they wished. 

Since their major supplier also competes in the same industry there are some risks of forward 

integration. Larsson defended this by arguing towards the distance between the two 

companies, claiming they have different “territory”. Larsson said that the Power of Supplier is 

the least important force for Horisont. We argue the same; the Power of Supplier is low. 

Since Horisont is established in an area where the main goal is to assist others with new 

methods of working, one can easily conclude that innovation is important. Since every 

product/service is unique it requires innovative ideas and methods. Further, Horisont is a 

small company with a flexible organization structure and fierce competition innovation is 

driven forwards. Larsson stated that pure new innovating products in the industry were rare, 

but that new ways of using old products where often introduced. According to our definition 

of innovation, product- or process innovation, innovating products does not have to be new 

products, but old as well. The new combinations of existing technologies can also be seen as 

an innovation, which makes us conclude that the Innovation force is high and needed in order 

to compete for this company. 

As stated earlier, Horisont cooperate with a company and supplier in Växjö.  This 

Cooperation is important for Horisont, since they themselves do not produce any products. 
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This can also be seen as a Complementary product, Horisont‟s council is worth more if they 

deliver products at the same time. Further, Horisont is also adding value to existing auxiliary 

means by providing education and training for those persons that need it. Obviously, we 

conclude that this is an important factor for Horisont. 

The Customer Readiness differed from customer to customer, some customers wanted to 

know how it worked, while others only cares about that it worked. Horisont is probably not so 

dependent on the Customer Readiness since they provide lectures for the customers. On the 

other hand, the customer must be ready to implement new technologies in order to need 

Horisont‟s services, for example: Windows 7 creates new customers since many icons and 

buttons are relocated. If the customers‟ willingness to implement the latest technologies is 

high, then this force is of high importance. 

Horisont stated that they have many small competitors and one larger, in Landstinget, that 

offer a similar, but not exactly the same service as Horisont, which indicates a high 

competitor balance and intense competition. The industry growth is almost non-existent as the 

number of persons with limited eyesight is neither increasing nor decreasing, which 

strengthens the Competitive Rivalry even more. Although, together with our anticipation of 

relatively low exit barriers (no storages, few employees) and low fixed costs (no production, 

only consulting), the Competitive Rivalry is moderately decreased. When measuring the other 

forces influence on the Competitive Rivalry in Horisont‟s sector, we still argue that the 

Competitive Rivalry is intense, since there is a high Threat of Substitutes, Power of Buyer, 

Innovation and Complementary product & Cooperation force.  

6.1.5 BaronDator 

The Threat of New Entrants is low in BaronDator‟s sector of the IT-industry due to several 

reasons. The need for high investments in storage and good premises makes it hard for new 

entrants to be successful, especially if they cannot cope with capital losses in the initial phase. 

BaronDator also stressed the importance of experience within the industry, which means that 

it occurs economies of scale for this type of company. BaronDator‟s product differentiation is 

very low; exactly the same product can be found in many other stores, hence the cost for 

enticing the customer is high. The differentiation is higher in the service area, where 

individual solutions for the customer are usual, which can be time-consuming and costly to 

overcome for new-coming companies. There are some indications of opportunities for new 



 

 

59 

entrants too, for example the sector is free from special licensing requirements or protection 

from governmental laws. Further, no company in BaronDator‟s sector has a cost advantage 

independent of their size, which favors new entrants. However, the Threat of New Entrants is 

limited because of the need for experience and capital; hence it can be considered as low. 

BaronDator faces a high threat from alternative products/services; it can be both in terms of 

direct- and indirect substitutes. The obvious substitute to BaronDator‟s products is to buy the 

same or a similar product from another company; in this case it is likely to be OnOff, Siba or 

Elgiganten. Moreover, substitutes can be found very easily outside BaronDator‟s immediate 

surroundings too, for example the customer may choose to travel instead of buying a new TV. 

BaronDator diminish the Threat of Substitutes by providing good personal service to the 

customers, but this is hard to overcome in the product department. The operating margins are 

too low to be able to outperform the competitors through better price/performance ratio, 

which increases the substitutes‟ power. The learning curve for BaronDator‟s customers is of 

limited importance since the technology in the industry is fairly standardized, the same 

technology is offered in every store. Thereby, the customer has a low learning curve when 

buying a product from another store, which increases the substitutes‟ strength. 

As stated above the customer has many options to choose from, which means that it is the 

buyers‟ market today. The switching costs can also be considered as fairly low, especially for 

the product market. It may be somewhat higher for BaronDator‟s reparation service, where 

special knowledge about a product is required. However, BaronDator also has to encounter 

the possibility of backward integration, since some customers have the knowledge to repair 

their computer themselves. The obvious conclusion here is that the Power of Buyers is high.   

Salceanu stated that BaronDator can easily change a supplier when it suits them and that they 

have a number of possible suppliers to choose from. Hence, the Power of Suppliers is very 

limited and BaronDator are the ones who are setting the terms when it comes to delivery. 

Though they cannot use the same bargain power as the chain stores do (OnOff, Siba and 

Elgiganten), which are buying much larger quantities and therefore can press the wholesale-

prices. 

It is extremely important for BaronDator to be innovative in marketing; this means that new 

ways of reaching the customer is crucial for the company. BaronDator is highly influenced of 

the competitors‟ innovative moves and is well aware of these actions. Salceanu thinks it is 
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very important to be on the cutting edge in technology to be able to serve the customers and 

always tries to bring the company to this position. 

BaronDator does not have any close connection to other companies, as a result of this the use 

of Complementary products are moderately limited. However, during the interview Salceanu 

mentioned a service that combines the telephone network operator 3‟s services with, for 

example, a laptop or cell phone. This means that BaronDator are adding value to some 

existing products by providing package solutions for the customer. 

According to Salceanu the customer generally has a low readiness and knowledge about the 

work behind the technical systems. Most of the customers are only interested in a well 

functioning product, but of course there are advantages too. We consider this low Customer 

Readiness is an advantage for BaronDator, since the buyer consults the company for a 

solution to their problems. 

The Competitive Rivalry in BaronDator‟s part of the IT-industry can be considered as high, 

because of several reasons. The competitor balance is fairly high, with large chain stores as 

OnOff, Siba and Elgiganten in combination with smaller single companies with a strong local 

connection. Since it is very hard to niche a company (without being exclusive) in this sector, 

the Competitive Rivalry increases, when the companies fight for the same customers. In 

mixture with a stagnating growth the competition in the industry can be devastating. Signs of 

a maturing industry are the shrinking operating margins (5-8 percent) and decreasing turnover 

(-30% in 2009), which BaronDator experience during the last year. Further, BaronDator‟s 

high investments in storages and premises give them strong incentives to continuously 

compete in an already tough industry. When summarizing the other forces in our developed 

model, we can state that some of those also contribute to the high Competitive Rivalry, 

especially the high Threat of Substitutes and the high Power of Buyers. 
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Table 6.1 Summary of individual analysis 

Force/Com

-pany 

Ardere C4 Media IT-Hantverkarna Horisont BaronDator 

Threat of 

New 

Entrants 

Mod. – Low 

investment 

costs, growing 

industry. 

Education and 

experience 

crucial. 

Low to mod. 

Expensive & 

time 

consuming. 

High industry 

growth. 

Mod. – Interest 

more important 

than education, 

networking to get 

customers, licenses 

from large 

suppliers. 

Low to mod. 

No binding 

contracts, 

product 

differentiation, 

large 

investments. 

Low – High 

investments 

costs, 

experience is 

crucial. 

Threat of 

Substitutes 

High – Almost 

unlimited 

substitutes, 

nonexistent 

learning curve.  

High – Many 

substitutes, 

low learning 

curve. 

High – Low 

switching costs, 

low learning curve. 

Mod to high – 

many 

substitutes, 

mod. learning 

curve.  

High – Many 

substitutes, low 

learning curve. 

Power of 

Buyers 

High – 

Relatively few 

buyers, 

leapfrogging 

may occur. 

Low to mod – 

Many 

customers, 

though they 

can switch 

easily. 

Low – Many 

buyers, acts 

independent, no 

backward 

integration. 

High – Few 

customers, 

backward 

integration. 

High – Many 

stores offer the 

same products, 

low switching 

costs. 

Power of 

Suppliers 

Mod. – Close 

relationships, 

fairly high 

switching 

costs. Many 

possible 

suppliers. 

Low - Few 

suppliers but 

none important 

and easy to 

switch. Can 

bargain with 

some. 

Low – Centrally 

managed 

negotiations, 

means lower prices 

and better bargain 

power. 

Low – One 

major supplier 

that they 

cooperate 

with, easy to 

switch. 

Low – 

Independent of 

suppliers, many 

to choose from, 

low switching 

costs. 

Innovation High – Always 

bring 

innovative 

solutions, 

listen to 

customers and 

employees. 

High – 

Important to 

always stay 

ahead, flexible 

organization & 

modern 

platform. 

High – Develops 

many new 

products, gathers 

technicians to 

exchange ideas. 

High – 

Important, 

flexible 

organization 

with unique 

solutions for 

all customers. 

Mod. – 

Innovative in 

marketing, not 

in product 

development. 

Complemen

-tary 

products & 

Cooperatio

n 

High – Adding 

value to 

suppliers‟ 

products/servic

es. 

Low – No 

complementar

y product but 

some 

cooperation 

exists. 

High – Adds value 

to computers by 

network software, 

solving computer 

issues. 

High – Do not 

produce 

themselves, 

cooperates. 

Complement 

each other. 

Mod. – Exists 

one example, 

not crucially 

important. 

Customer 

Readiness 

High 

importance – 

Generally good 

readiness, may 

make it easier 

to assist the 

customer. 

Low 

importance – 

Offers fool 

proof products, 

made as easy 

as possible. 

Mod. importance – 

More effective to 

work with 

customers who 

have good 

readiness. Can 

cope with others 

too. 

Mod. 

importance – 

Provides 

lectures, but 

need 

customers to 

embrace new 

technology. 

Mod. 

importance – 

Brings 

customers to the 

company, 

important 

factor. 

Competitive 

Rivalry 

Low – High 

growth, low 

fixed costs and 

exit barriers. 

Mod. – High 

growth rate, 

low exit 

barriers, many 

competitors. 

High – Low 

competitor 

balance, stagnating 

industry, high 

disinvestments 

costs.  

High – No 

industry 

growth, both 

large and small 

competitors on 

the same 

customers. 

High – High 

competitive 

balance, 

economies of 

scale and capital 

important. 
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6.2 Comparison analysis 

In this part the companies‟ situations are compared and an analysis trough the different forces. 

6.2.1 Threat of New Entrants 

According to Salceanu life- and business-experiences is crucial to survive in a tough industry. 

Therefore, we assume that newcomers without this knowledge will struggle to compete in an 

industry where the competition from large companies such as SIBA, OnOff and Elgiganten is 

tough. Both Larsson at Horisont and Johansson at Ardere claimed that experience and 

education was important factors, since one has to know the developments in the market and 

have a general knowledge of how to do business. The respondent at IT-Hantverkarna, 

Bengtsson, did not emphasized experience or education as crucial factors but when looking at 

his background we would argue that experience plays an important role. For C4 Media those 

factors did not matter, as he founder and respondent at the company pointed out that 

education had very little to do with competitiveness. The argument for this was statement was 

that C4 Media where started by Åkesson after only finishing elementary school. Further, C4 

Media is established in a growing industry with a unique product; hence Åkesson might not 

have experienced rough competition, failure or economic decline. In these moments 

experience probably is an important factor in order to steer the company in the right direction, 

which makes us anticipate that this causes the diverging opinions about the importance of 

education and experience. 

The amount of investments that are required differed from company to company. We argue 

that for Ardere, C4 Media and Horisont the capital requirements are low. The costs for those 

companies are mostly measured in the amount of time required to establish themselves. While 

BaronDator and IT-Hantverkarna need large economical investments such as storehouses and 

marketing. 

The level of differentiation depends on which type of product and/or service the company 

offers. We claim that Ardere, C4 Media and Horisont all have a high product differentiation 

with unique solutions for the customers, which decreases the Threat of New Entrants. IT-

Hantverkarna and BaronDator provide similar products as their competitors; hence, those 

products are more standardized and hard to differentiate on the market. However, we 

generally find indicators on that the degree of differentiation in the industry is high, since 

each company states that they provide unique services compared to their competitors.  



 

 

63 

None of the five companies has unique assets, which can be called a cost disadvantage 

independent of size, which means that the active companies (the interviewed companies) are 

unprotected from new entrants in this aspect. BaronDator and IT-Hantverkarna have 

emphasized the use of licenses, which is a quality mark towards the customer. However, this 

is not any unique assets for the companies and can be obtained by any newcomer, but one 

should be aware of that it might be time-consuming for new entrants. 

Ardere, C4 Media and IT-Hantverkarna use networking as their main marketing channel, 

thereby they reach their customer through good relationships and reputation. This differs from 

BaronDator‟s strategies, which have a more traditional approach, by the use of radio-

commercials and newspaper ads.  A possible explanation to this divergence may be connected 

to several factors. The first factor can be the size of the companies, for example Ardere and 

C4 Media are smaller companies that do not have the resources to do so. Further, Ardere and 

C4 Media might not even consider ordinary marketing activities as an alternative since they 

claim that their customers come to them by themselves. This means that the use of marketing 

activities decreases. Horisont‟s strategy for reaching the customer is not comparable with the 

earlier mentioned, since they mostly rely on their connection with Arbetsförmedlingen, 

Landstinget and Försäkringskassan. This strategy has to do with the type of service that 

Horisont offers. Conclusively, we assume that the access to distribution channels is fairly 

good, though it can be difficult to build up such a network with personal contacts. 

6.2.2 Threat of Substitutes 

All the interviewed companies thought there were many substitutes for their 

products/services, both direct and indirect. Even the companies that considered themselves to 

act in a niche segment concluded that the customers could easily choose another type of 

product/service and gain a similar result. All companies had a none-existing or low learning 

curve, except Horisont, whom have services that requires education before the customers can 

use the service.  

Significant for all the respondents was that they emphasized good contact with the customer 

and provide individual solutions as the key driver, when it comes to achieving a good 

price/performance ratio. We assume that this similarity depends on that all the companies 

work closely with the customer and their needs are diverging to such a great extent that a 

standardized solution is impossible. We suspect that BaronDator may be the company, which 
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are less dependent on this factor, since their influence on how the customer perceive the 

purchased products is limited.  

The switching costs for the customers where mostly considered to be low, the exception was 

Horisont that has special products which raises the learning curve slightly. All the other 

companies have products or services that are more similar to the competitors. At least they do 

not differentiate the functionality of these to such an extent that it creates problem for the 

customers if they want to change.  

6.2.3 Power of Buyers 

For Ardere and Horisont the Power of Buyer is high, because both have relatively few 

customers, though many of them are recurring ones. BaronDator‟s customers are powerful in 

terms of the many possibilities to choose a substitute product/service, since the differentiation 

from their competitors is low. 

The backward integration threat mostly affects Horisont, where one customer, Landstinget 

(region council), already established itself as a competitor. We suggest that the other 

companies‟ customers‟ ability to integrate backwards are limited because of lack of resources. 

C4 Media and IT-Hantverkarna has a lower Power of Buyer since both companies have many 

customers. Even though C4 Media‟s customers have a low switching cost the number of 

customers and their low bargaining power moves the Power of Buyer down. Since IT-

Hantverkarna is a franchise company and are part of a bigger organization the customers have 

relatively low bargaining power. 

6.2.4 Power of Suppliers 

In the individual company analysis we concluded that the suppliers have limited effect on all 

the companies, except Ardere. The important difference here is that Ardere‟s suppliers 

produce a significant part of the end product, while the other companies more or less produce 

their products/services on their own. Ardere stated that they are very dependent on quality and 

reliability from their suppliers, which makes us believe that the switching costs are high here. 

Horisont has also close connection to their suppliers, but the dependency is weaker compared 

to Ardere, since Horisont further develops the products and adapt it to the customer. C4 

Media is an even better example of this, since they almost completely develop their system on 
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their own, without any external assistance. This action can Ardere not fulfil and has to rely on 

their suppliers instead. 

The concentration of buyers also differs; depending on which company that is examined. 

Since IT-Hantverkarna is a franchising concept the suppliers have been centrally assigned, 

therefore, the suppliers can be seen as concentrated. However, this is not an issue since the 

suppliers‟ power is decreasing by using the collective bargain power from the franchising 

concept. All the other companies bargain power is considered to be low, mostly because of 

their limited size. Although, the bargain power increases when there are many options for the 

companies. Naturally, our conclusion here is that the companies‟ bargain power depends on 

their size compared with the suppliers.   

6.2.6 Innovation 

All of the respondents considered innovation to be of huge importance. Both Ardere and 

Horisont provides completely unique solutions and products to their customer, hence, there is 

a high need for innovation for both the companies. IT-Hantverkarna and C4 Media pointed 

out the importance of always being ahead of the industry when it comes to product and 

service development. BaronDator also considered innovation to be of great importance, 

though the reason differs compared to the other companies. Since BaronDator works with 

such standardized products the innovation needs to be elsewhere, in this case it is in 

marketing where new ways of reaching the customer is crucial. 

Since all the interviewed companies were SME‟s the organization structure was flexible and 

had an open minded attitude. This promotes innovative ideas since it is easy to communicate 

and share thoughts within the organization. The only exception is IT-Hantverkarna, which is a 

franchising company and therefore bound to work with methods that are administrated from 

the head office. However, IT-Hantverkarna provides innovative products and solutions 

anyway, but their flexibility is less good compared to the other SME‟s. Their head office has 

developed innovation programmes to find new products and services; hence, innovation is of 

great importance also for IT-Hantverkarna. No significant cluster relationship where found 

within the companies‟ environment but all companies expressed that there was a competitive 

pressure, driven by the competitors.  
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6.2.7 Complementary products 

The Complementary product & Cooperation force is hard to identify. In order to establish if a 

product is complementary one has to look at how the product is received by the end customer. 

Between our five companies only one produced and sold their entirely own-made product, 

which was C4 Media. All the other companies did complement their either their suppliers 

products or the customers‟ products. For example, Ardere complemented products produced 

by printing companies while Horisont complemented hardware and software with lectures on 

how to use them. IT-Hantverkarna complements their products by adding value in form IT-

solutions, such as backup services for both companies and private customers. BaronDator had 

some complementary products, wirelesses Internet with laptops, but it did not play a vital role 

in their business.  

All companies used cooperation to some degree. C4 Media was the company that used it the 

least while Horisont and Ardere used it almost on a daily basis. This is depends on that both 

of those companies do not produce their product entirely themselves, but cooperate with 

others in order to deliver their products. We consider the Complementary product & 

Cooperation force to be of high importance in the industry since it is very hard to produce a 

complete solution yourself. 

6.2.8 Customer Readiness 

We claim that three of our five companies have a moderate Customer Readiness force. 

Johansson at Ardere was the only respondent who personally described Customer Readiness 

as an important factor. The Customer Readiness is important for Ardere since it is established 

within a marketing environment. The customers need to be ready to try something new. C4 

Media was the only company who expressed that the Customer Readiness was of little 

importance. But since they provide an advanced product, web stores and homepages, we 

claim that the customers must be ready to take the step to providing their products/services on 

the Internet. Hence, our conclusion is that this force is more or less an important factor for all 

the companies. 

6.2.8 Competitive Rivalry 

When comparing the intensity of the Competitive Rivalry between the five companies 

diverging situations are obvious. Ardere is the only company that we consider has a low 

Competitive Rivalry, which depends on that their industry growth seems to be higher than the 
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others combined with relatively low exit barriers and fixed costs. C4 Media is also acting in 

an industry with high growth, but higher exit barriers increase the Competitive Rivalry. In C4 

Media‟s case, they have invested in a technological platform that is used to develop e-

commerce WebPages, which means that they have strong incentives to stay in the industry. 

All three companies IT-Hantverkarna, Horisont and BaronDator face a high Competitive 

Rivalry, but the underlying reasons for these are different. In IT-Hantverkarna‟s and 

Horisont‟s cases the main driver is the high competitor balance, which increases the 

Competitive Rivalry. To avoid the competition from the largest competitors, they have both 

chose to niche themselves in some way. For BaronDator the most important reason for the 

high Competitive Rivalry is the high investments costs that have raised the exit barriers 

significantly together with the low differentiation rate. The characteristics of BaronDator‟s 

products make it hard to distinguish them from their competitors, a problem that is less 

prominent for the other companies. 

6.2.9 Hypercompetition 

Four out of the five interviewed companies are operating within a niche segment of the 

market. We consider this to be a viable source for determining a hypercompetitive 

environment. BaronDator was the only company that was not considered to be in a 

Hypercompetition state. This is because they provide standardized products towards the mass 

market; hence, their possibility to differentiate is very low. 

This matches the statement from Sydsvenskan, where they stated that companies that operate 

within the IT-industry are exceptionally niche thanks to high competitiveness. Further, we 

argue that the competition within the industry determines product pricing. BaronDator, IT-

Hantverkarna, Horisont and to some extent C4 Media all showed signs of pressured pricing 

because of the competition. This further corresponds with the characteristics of a 

hypercompetitive environment. 

Since BaronDator‟s situation differ compared to the other companies‟ niche-strategy, it is 

interesting to analyze why their environment still is a hypercompetitive one. We argue that it 

is the high innovation ratio that drives the competition forward; BaronDator has to constantly 

stay updated with the latest developments in the industry to entice the customers. Every action 

taken by BaronDator is probably instantly repealed and counterstriked by the competitors, 

either in terms of decreasing price-levels or new ways of marketing to entice new customers. 
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Hence, we anticipate that BaronDator still compete in a hypercompetitive environment, even 

if they are not a niche company. 

6.3 Summary of analysis 

As has been revealed in the comparison analysis, we interpret that the forces have varying 

importance for the companies. However, we have found implications for that suggest that 

some forces are of greater importance than others for all companies and vice versa. This 

allows us to develop a model (see Figure 6.2) where we assess the relative importance of each 

force. In the model the most important forces are the largest ones, whereas the smaller ones 

indicate limited importance for the IT-industry. Even if the conclusion is that the two forces, 

Threat of Substitutes and Innovation, have a big influence on the companies‟ environment, 

one should be aware of that the underlying reasons for this are different for each company. 

Hence, each company‟s environment has to be examined in detail to understand the how the 

industry is functioning. 

The model in Figure 6.2 highlights Innovation and Threat of Substitutes as the forces that 

influence the IT-industry the most. We anticipate that Innovation is a powerful force for most 

of the companies because of the importance for being on the leading edge in a fast moving 

environment. The innovation-ratio seems also to be pretty high, which indicates a fast-moving 

environment, especially for IT-Hantverkarna and BaronDator. One could argue that these 

companies face the innovation aspect from two opposite angles, since IT-Hantverkarna is a 

part of the development of innovative solutions. While BaronDator has to stay updated with 

the latest developments on the market and provide those to the customer, even if they do not 

develop them on their own. 

Also the Power of Buyer, Complementary & Cooperation and Customer Readiness play a big 

part in the environment while Power of Supplier and Threat of new entrants affect the 

industry participants the least. We argue that there is a moderate to strong competitive 

pressure in the industry and that it leads to a Hypercompetition state within the industry. 
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Figure 6.2 The Analyzed Industry Environment Model 
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7. FINAL CONCLUSION 

This final chapter contains a review of what has been done in this thesis and which methods 

and approaches that has been used in this dissertation. An overall conclusion and how our 

findings can be used for real business situations are also included in this chapter. Finally, we 

will present suggestions for future research. 

7.1 Summary of thesis 

The IT-industry‟s importance for the society is currently increasing and this has opened up 

new ways of doing businesses. During the latest years many companies have discovered their 

needs for new IT-solutions, hence, many new companies have been created to fill these needs. 

All companies have to continuously make assessments of their industry to be aware of the 

changes within it and be able to maximize their use of these changes. The purpose for this 

thesis was to explore which forces that are most powerful and important when IT-companies 

shall measure their industrial environment. 

During the literature review we started with presenting Porter‟s Five Forces Model. Since 

Porter‟s model has been criticized for being too static and incompatible with a rapidly 

changing environment, we added more forces to it. The additional factors are defined by other 

researchers both from the field of business strategy and marketing, but not in this 

combination.  This model has then provided a framework for the whole thesis and has been 

referred to as The Developed Industry Environment Model (see Figure 3.2, p. 25), which is a 

tool to asses and identify different forces within the industry environment. 

By interviewing five companies active in the IT-industry we have gathered our primary data 

and then used an analytical generalization method to interpret the information from the 

respondents. In the analysis we discovered certain tendencies and indications of which forces 

that influence the companies‟ industrial environment. As a summary of the analysis a new 

model has been created, where each force has been graded by its importance for the industry. 

This has been illustrated in The Analyzed Industry Environment Model (see Figure 6.2, p. 

69). From this model we are able to make overall conclusions related to the research question. 

7.2 Conclusion 

7.2.1 Research question 
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The objective for this thesis is to answer the research question: How does the industrial 

environment influence a company’s willingness to compete in an industry? We wanted to 

know what forces drove companies to compete within their industry environment. To answer 

the research question we used Porter‟s Five Forces Model as a base and re-designed it by 

using forces from previous researches and our own thoughts. The result is the Developed 

Industry Environment Model, which has been used throughout the analysis and made us come 

to a conclusion for the industry. 

7.2.1 Answers 

Four of the companies stated that they are acting on niche markets, with relatively few 

competitors that can provide similar services. We suggest that it is the hypercompetitive 

environment that has influenced the companies to target such niche market. Without a niche-

strategy, the companies would entice a much wider target group and face tough competition 

from larger market players. Therefore, our interpretation of the companies‟ situation is that 

the IT-industry is a hypercompetitive environment. 

We have also found a contradictory phenomenon that often occurred; even though the 

companies are targeting niche markets, they still face a high threat from substitutes. Our 

interpretation is that there are many indirect substitutes to their services, which further 

increases the competition in the industry. 

There are also clear indications that the force of Innovation is crucial for this industry, 

although there is no obvious explanation to why it is so important. One could argue that it is 

the high Competitive Rivalry for some of the companies that force them to be innovative in 

order to stay competitive. However, Ardere stated that they are on a growing market where all 

new products are more or less innovative. This fact alone may be another explanation to why 

innovations can influence the industrial environment. 

Further, we can also conclude that the Power of Suppliers and Threat of New Entrants have a 

surprisingly low influence on the industry. Generally, none of the companies are highly 

dependent on their suppliers and has many options to change their suppliers. Regarding the 

low Threat of New Entrants, we conclude that it is low since all companies highlighted factors 

such as experience, education and capital assets.  
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To summarize our findings, we found strong indications throughout the analysis that the 

industry was strongly influenced by the forces called Innovation and Threat of Substitutes. 

Also we consider the IT industry to be a hypercompetitive environment with hard competition 

and strong forces that push companies towards niche markets. Hence, we can state that the 

industry environment has a huge part when determining a company‟s willingness to compete 

within their specific industry. 

7.2.2 Why these answers 

We believe that our findings, when considering innovation and substitutes, were the result of 

a rapid changing industry. Together with the fact that the IT-industry is a young and still not 

matured industry provide us with a peak into an evolving environment. As a result of this the 

industry is yet not standardized; hence, the speed of innovation is high. This means that every 

company wants to leave their mark and making their products the standard in the industry. If 

the examined industry was another and not a rapidly changing one, the result may not have 

been the same. Our conclusive explanation is that different forces affect different 

environments. 

We concluded that the industry is in a state of Hypercompetition because of the number of 

niche segments the companies proclaimed. That conclusion was directly based on our analysis 

of the collected data and not from the respondents‟ thoughts. The companies might not 

perceive their environment as hypercompetitive since they have chosen a niche-target 

strategy. Therefore, their perception of direct competitors might be somewhat limited and 

makes them state that there are few competitors which can offer similar services. Since our 

objective is to explore the whole IT-industry, we probably have a wider perspective than the 

single firm. This can be a likely explanation for the diverging perception of the competition in 

the industry.   

7.3 Practical implications 

The findings of this research provide the companies and researchers with a context for 

understanding some of the forces that are influencing the environment for the IT-industry. 

The thesis also provides valuable strategic tools and practices to apply when evaluating their 

own environment. By using the developed model, the managers have better possibilities to 

launch a successful strategy since they are more aware of the risks and opportunities their 

industry contains.  
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This research also provides a peak into the IT-industry for new entrants that might give them 

a clearer view of some of the competitive forces in the industry. The models in this 

dissertation give a clearer view of what to expect and how to prepare before entering the 

industry.   

7.4 Critical remarks 

The thesis invovled the use of qualitative interviews, which may lead to that false answers 

have been given for various reasons, such as: 

1. The fact that we were two interviewers and one respondent, might have influenced the 

respondents negativly. It might have lead to that the respondents felt obligated to 

present themselves and their company in a better way than what might have been the 

reality.  

2. The interviewed companies knew that they were not the only company that this 

research was based on. This may have caused them to portrait their own company in a 

more competitive way than usual. The respondents could have used this thesis as a 

way of marketing themselves, instead of providing a genuine view of their industry.  

3. Another critical remark might be that the questionaire was a pre-designed, semi-

structured interview. This may have lead us to find forces that do not really exist, at 

least not for the interviewed companies. Instead one of our forces might be a part of a 

bigger one that is not included in this thesis.  

Those issues could have been overcome by interviewing more companies to broaden the view 

of the industry further, but due to time constraints we could not manage a larger research. 

7.5 Future research 

Since this thesis was conducted within a limited region, Öresundsregionen, mainly with 

companies from Kristianstad we suggest that a more extensive research should be conducted. 

It would be interesting to see if the similarities in this region would correspond with national 

ones. Another suggestion for future research would be to conduct a similar research in a 

couple of years to see how the industry developed, which it probably will since it is a rapidly 

changing environment that is maturing and creating technical standardizations.  
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A more specialized approach could also be used, for example by examining only a niche 

segment within the IT-industry and instead use a quantitative method to find statistical 

support for the model. 

Further, it would be interesting to see if the developed model that has been presented within 

this research is applicable to other industries as well, especially the new forces; Innovation, 

Customer Readiness and Complementary product & Cooperation. Although, this does not 

mean that Porters Five Forces Model is insufficient in industry analysis, but the new model 

give a wider and more dynamic perspective of what is important when assessing an industry. 
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APPENDICES 

Appendix 1: Email 

Hi! 

We are two students from Kristianstad University, Andreas Nilsson and Filip Tinglöf, who 

write a dissertation about the IT industry in the region of Skåne. The thesis is the final phase 

of the Degree of Bachelor Science in Business Administration and is discussing the IT-

industry in Skåne region. 

We would like to meet the VD or Vice VD at your company and do a maximum one hour-

long interview where we discuss our questions. We can assure you that your answers will be 

treated completely anonymous. We wonder when the most appropriate time for a meeting is 

for you?  

Thanks in advance! 

Yours sincerely, 

Andreas Nilsson & Filip Tinglöf 

Students at Kristianstad University 

 

For references please contact our supervisor: 

 

Timurs Umans 

Cell phone: 0709403907 

Work phone: 044-203137 

e-mail: Timurs.Umans@hkr.se 
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Appendix 2: Email (Swedish) 

Hej! 

Vi är två studenter från Högskolan Kristianstad, Andreas Nilsson och Filip Tinglöf, som 

skriver en kandidatuppsats om IT-branschen i regionen Skåne. Uppsatsen är den sista fasen av 

Civilekonomprogrammet och ska diskutera IT-branschen i Skåne. 

Vi skulle vilja träffa VD‟n eller Vice VD‟n på ert företag för att göra en maximalt en timmes 

lång intervju där vi diskuterar våra frågor. Vi kan försäkra er om att era svar kommer att 

behandlas helt anonymt. Vi undrar när den lämpligaste tidpunkten för ett möte är för er? 

Tack på förhand! 

Med vänlig hälsning, 

Andreas Nilsson & Filip Tinglöf 

Studenter vid Högskolan Kristianstad 

 

Om referenser sökes, kontakta gärna vår handledare: 

 

Timurs Umans 

Mobiltelefon: 0709403907 

Arbetstelefon: 044-203137 

e-mail: Timurs.Umans@hkr.se 
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Appendix 3: Interview guide (Swedish) 

 

1. Allmän information om företaget 

 Berätta om dig själv och om ditt företag, när och varför det startades? 

 Berätta om industrin ni verkar i, vilka kännetecken har den? 

 

2. Konkurrensrivalitet 

 Hur ser konkurrensen ut inom industrin? Vad är det som skapar konkurrens inom 

industrin? 

 Hur ser tillväxten ut inom industrin? 

 Vilka är era stora kostnadsposter i företaget?  

 Hur lätt är det för er att bli uppköpta/köpa upp andra företag i industrin? 

 Hur mycket särskiljer ni er från era konkurrenter? 

 Hur ser stabiliteten ut inom industrin? 

 

3.  Hot från nya entreprenörer 

 Hur enkelt/svårt är det för företag att etablerar sig i industrin och bli 

konkurrenskraftiga? 

 Vilka investeringar är nödvändiga att göra för att vara konkurrenskraftiga i industrin?  

 Hur når ni ut till kunden? 

 Hur viktigt är det att vara erfaren och ha en gedigen utbildning inom industrin? 

 Vilka sorters licenser krävs det för att etablera sig i industrin? 

 

4. Innovation & Kompletterande Produkter 

 Hur viktig anser ni att innovationsfaktorn är inom industrin? 

 Hur mycket påverkar era konkurrenter er till att komma med innovationer och nya 

lösningar? 

 Hur ofta introduceras en innovativ lösning i branschen? 

 Samarbetar ni med andra företag för att komma med innovationer? Vad är anledning 

till detta i så fall? 

 Hur uppmuntrar ni innovativa idéer som skapas inom företaget? Vilka är era verktyg 

för att främja innovationer? 
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 Vad anser ni vara sambandet mellan innovation konkurrensfördelar? 

5. Färdighet/förnyelse 

 Hur väl förberedda är era kunder för att ta till sig innovationer/nya lösningar? 

 Hur bra är era kunder på att ta till sig ny teknik eller anpassa sig till en förändring? 

 

6. Substitut 

 Vilka alternativ har era kunder till era tjänster? Känner ni er hotade från andra 

industrier som erbjuder ett alternativ?  

 Hur gör ni för att minska risken för att kunden ska välja ett annat alternativ än ert? 

 Hur går ni tillväga vid prissättningen av era produkter/tjänster? Vad driver 

prissättningen på era produkter/tjänster? 

 

7. Styrka hos leverantörer 

 Hur många leverantörer har ni? 

 Hur lätt är det för er att byta leverantörer? 

 Hur beroende är ni av era leverantörer/Hur beroende är leverantörerna av er? 

 Hur känner ni att er förhandlingsstyrka gentemot leverantörerna är? 

 Vilken typ av företag är era leverantörer? 

 

8. Styrka hos köpare 

 Beskriv er kundkrets? Vilken typ av kunder har ni? 

 Hur många kunder har ni? 

 Hur lätt är det för kunden att anlita ett annat företag? 

 Hur känner ni att er förhandlingsstyrka gentemot era köpare är? 

 

9.  Summeringsfrågor 

 Vilka är de faktorerna som påverkar er industri mer än andra? 

 Vilka faktorer ser ni som mindre viktiga? (Köpare, Leverantörer, Konkurrensnivå, 

Substitut, Hot från nya entreprenörer, Innovation, Kompletterande produkter, 

kundernas färdighet/villighet/ mot/till nya produkter.) 

 Beskriv den industriomgivning du är etablerad i. 

 


