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Abstract 
 

 

Abstract 
In the contemporary competitive environment incumbent firms have to face the challenge of 
meeting new competitive actions from the internal threat of existing firms as well as external 
threat of new entrants. Incumbent firms can create barriers to entry, whereas new entrants 
have to face different barriers to entry. Competitive actions can be responded with aggressive 
reactions, as well as non-aggressive reactions depending in the industry and market.  
 
The purpose of this thesis has been to gain a deeper understanding of how incumbent firms 
versus new entrants compare in a competitive environment. To reach this purpose a 
qualitative embedded single-case study of an incumbent firm within the telecommunications 
industry has been made. Three competitors to the incumbent firm, i.e. new entrants within that 
specific market, were chosen as subunits. Data have been gathered through an interview with 
an employee of the incumbent firm as well as through archival records, documentations and 
online- and offline data.  
 
In this study, it is shown that an incumbent firm is more focused on securing its position on 
the market, whereas a new entrant tends to use a more aggressive approach in order to gain 
market shares. The conditions are different for an incumbent firm in comparison to a new 
entrant since it has more financial resources, well established networks and customer base as 
well as organizational advantages. On the other hand, new entrants tend to have a faster 
decision-making as well as a technological state-of-the-art competence that is often used in 
order to niche towards a narrow segment.  
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Sammanfattning 
I dagens konkurrensutsatta miljö är ledande företag tvingade att möta konkurrerande 
utmaningar från dels det interna hotet av existerande företag, men också från det externa hotet 
av nya uppstickare. Ledande företag kan skapa hinder för uppstickande företag att gå in på en 
ny marknad, medan dessa uppstickare å andra sidan är tvingade att ta itu med dessa hinder. 
Konkurrerande handlingar är ofta besvarade med antingen aggressiva reaktioner eller icke-
aggressiva reaktioner beroende på bransch och marknad.    
 
Syftet med denna uppsats har varit att erhålla en djupare förståelse för hur ledande företag 
kontra nya uppstickare jämförs i en konkurrensutsatt miljö. För att uppnå detta syfte 
genomfördes en kvalitativ fallstudie av ett ledande företag inom 
telekommunikationsbranschen. Tre av företagets konkurrenter, dvs. uppstickare inom den 
specifika branschen, valdes som underenheter. Data har insamlats genom en djupintervju med 
en anställd på det ledande företaget och även genom arkivregister, dokumentation samt 
genom online- och offline-data.  
  
I den här studien har det framkommit att ett ledande företag är mer fokuserat på att skydda sin 
marknadsposition, medan en uppstickare ofta har en tendens att använda sig av ett mer 
aggressivt tillvägagångssätt för att tjäna fler marknadsandelar. Förutsättningarna skiljer sig för 
ett ledande företag i jämförelse med en uppstickare genom att det ledande företaget har fler 
finansiella resurser, ett väl utvecklat nätverk och kundbas samt organisatoriska fördelar. Å 
andra sidan har uppstickare en tendens att ha ett snabbare beslutsfattande samt en teknisk 
spetskompetens som ofta används för att nischa sig mot ett snävare segment.  
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1. Introduction 
The first chapter in this thesis will provide an insight into different competitive strategies. In 
the competitive business world of today, more and more firms are forced to meet rivalry from 
existing firms as well as new entrants. The chapter starts by a brief background to the chosen 
topic followed by a problem discussion that will end in the overall purpose and the research 
questions for this thesis.   

1.1 Background 
Armstrong and Collopy (1996) suggest that there are two types of objectives that firms adopt: 
self-oriented or competitive-oriented objectives. The self-oriented objectives focus on 
stability and competitive-oriented objectives focus on market share.  
 
Gatignon, Weitz and Bansal (1990) suggest that within competitive environments, there are 
different approaches to create barriers to entry. Porter (1980) states that when firms build their 
competitive strategy, they have to consider the different marketing environments. An 
important factor of this is to recognize internal as well as external forces. He further proposes 
five forces of competition, shown in Figure 1; threat of new entrants, bargaining power of 
buyers, threat of substitute products or services, bargaining power of suppliers and rivalry 
among existing firms. 
 

Industry 
Competitors

 
 
 
 

Rivalry among 
existing firms 

Suppliers 

Potential
Entrants 

Substitutes 

Buyers 

Bargaining power of suppliers 

Threat of new entrants 

Bargaining power of buyers 

Threat of substitute 
products or services 

 
 

Figure 1. Forces driving Industry Competition 

Source: Adapted from Porter (1980, p 4) 
 
Porter (1980) suggests that when firms are mutually dependent and feel that other firms’ 
moves affect their own business and have to react to other firms’ moves, there prevails 
competition. Furthermore he discusses that there are different kinds of competitive moves to 
undertake in different situations. He further states that analyzing potential competitors is one 
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way of determining industry instability. 
 
Competitive strategy is according to Porter (1980) the action where a firm positions itself to 
separate the characteristics from its competitors. A reason for a firm to analyze its competitors 
is “to develop a profile of the nature and success of the likely strategy changes each 
competitor might make, each competitor’s probable response to the range of feasible strategic 
moves other firms could initiate, and each competitor’s probable reaction to the array of 
industry changes and broader environmental shifts that might occur” (p 47-49). Furthermore, 
Porter states four components to analyze competitors; future goals, current strategy, 
assumptions, and capabilities. This will lead to an understanding of how the competitors are 
likely to respond. This will include the vulnerability of the competitors, their intended moves 
and what moves will be most likely to suffer from retaliation. The second component of this 
framework, current strategy, is an overview of the current business the firms in competition 
(ibid). 
 
According to Debruyne, Moenaert, Griffin, Hart, Hultink and Robben (2001) innovating 
firms’ tactical and strategic decisions made by managers have impact on how the competitors 
will react. Ferrier, Smith and Grimm (1999) state that firms that act and react rapidly on 
competitors actions, the more intense are their purpose. Smith, Grimm, Wally and Young 
(1997) state that firms that have homogeneous resources and therefore have the same 
objectives and strategies will be more likely to experience rivalry and competition. 
 
Sun and Hwang (2005) propose that there are two critical strategic decisions that determine 
the reactions of the competitors. These are product newness and marketing efforts. Hultink 
and Hart (1998) state that firms that have new products with high advantage, use the tactics of 
skimming until there are other actors on the market, they also put more financial effort into 
promotion and distribution. 
 
There are some advantages of being first on the market because of the market knowledge, as 
well as some drawbacks according to Hultink and Hart (1998). Since the firm already exists 
on the market, it has sufficient knowledge of it; it also has the advantage of setting 
advantageous prices since there are no other competitors (Stigler, 1961). Aker and Day (1986) 
suggest that it is easier to gain market shares as an early entrant and to set an advantageous 
price since there are no or few actors on the market. An early entrant will also gain a lot of 
necessary experience in order to create barriers to entry (ibid).  
 
According to Beverland and Lockshin (2004) small actors often undertake a reactive 
approach, and are acting as the incumbents at the market. But in the long term they often lean 
towards a supporting system such as share ownership. 
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1.2 Problem Discussion 
Firms are frequently working on either introducing new products or reacting on competitors’ 
new entries into the market (Shankar, 1999). In the contemporary competitive environment, 
incumbents’ responses to new entries are strategically vital for firms (ibid). The external 
threat of new entrants, as well as the internal threat of rivalry among existing firms has to be 
considered when a firm builds up its competitive strategy (Porter, 1980).  
 
According to Mitchell (1991) in new industries both incumbents and new entrants have to 
decide whether to start manufacturing products within new technical areas or wait until 
competitors have tried out the new market. He further points out that when entering new 
technical areas, incumbents are likely to benefit from strong sets of assets which are required 
in the commercialization process.  
 
Covin, Slevin and Heeley (1999) discuss that firms should examine how they will 
differentiate themselves from competitors when rivalry is fierce. It is important to create new 
products and explore new markets in order to stay competitive (ibid). Fontana & Nesta (2006) 
claim that for incumbents, competition is mostly about securing their position rather than 
making an aggressive move. Robinson (1988) suggests that a relatively large incumbent firm 
with large financial resources might try to bully an entrant out of the market. Ferrier, Smith 
and Grimm (1999) also emphasize the importance for market share leaders to defend their 
positions against challengers. They further discuss the difference in action between market 
leaders and challengers and mention this theory to be referred to as leader-challenger action 
dissimilarity. For a new entrant there is in principal just one way to compete against 
incumbents and that is by using a differentiation strategy (Hill & Rothaermel, 2003).  
 
According to Robinson (1988) entry might generate aggressive reactions. Porter (1980) 
claims that when a strategically important business of a firm is attacked, often an aggressive 
response is created due to the firm’s dependence on the business for cash flow, its position as 
a flagship business for the firm and the interrelationship between the business and others. 
Robinson (1988) states the following factors as sources to limit and incite reactions to entry: 
the entrant’s strategy, incumbent characteristics and industry characteristics. Lin, Dresdner 
and Windler (2002) say that the characteristics of an incumbent and the characteristics of the 
new entrant determine how the incumbent reacts towards the new entrant.  
 
Several authors have discussed whether a market share leader has an advantage or 
disadvantage in comparison to a new entrant. According to Lambkin (1988) a firm typically 
enjoys a competitive advantage by being first on entering a newly developing market. 
Srinivasan, Lilien and Rangaswamy (2004) claim that an incumbent firm being first on a new 
market benefits from its already existing customer networks, and assets such as market 
knowledge, brand equity, and customer relationships. Ferrier and Smith (1999) state that 
market share leaders are advantageous and state in their article that “market share leaders are 
more profitable because they exploit economies of scale and market power, as well as first-
mover and reputational advantages”. 
 
Fontana and Nesta (2006) state on the other hand that incumbents with high market share 
most probably will suffer from market contestability more than other firms due to the risk of 
cannibalization when they introduce substitutes of their own products. They further discuss 
that the reason for the incumbent firm to either get an advantage or a disadvantage over the 
new entrant depends on if the new product brings improvements of existing ones or represents 
a radical departure. One disadvantage incumbent firms might suffer from is that those firms 
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often have a tendency to technological inertia (Srinivasan et al., 2004). The problem of inertia 
within incumbent firms is also discussed by Hill and Rothaermel (2003). In their article it is 
stated that incumbent firms often decline when radical technological innovations occur. On 
the other hand the authors claim that some incumbent firms actually do adapt to the new 
situation, and hence survive. New entrants usually do not suffer from inertia; instead they can 
focus on small market niches where they can grow (ibid).  

1.3 Purpose 
The purpose of this thesis, as motivated by the problem discussion above, is to gain a deeper 
understanding of how incumbent firms versus new entrants compare in a competitive 
environment.  
 
The purpose will be reached by answering the following research questions: 
RQ 1: How can the characteristics of an incumbent firm be described? 
RQ 2: How can the characteristics of a new entrant be described? 

1.4 Demarcations 
The thesis is focused on the characteristics of an incumbent versus its competitors, i.e. new 
entrants; therefore the research will be looked at from the incumbent’s perspective.  

1.5 Thesis Outline 
The thesis will consist of six chapters shown in Figure 2, starting by; Chapter one, 
introduction, where we present our research area with the background to our research and the 
problem discussion, followed by the research questions that we are aiming to answer. In 
chapter two, literature review, we are going to present secondary data from recent studies 
already made within this area. Chapter three, methodology, will consist of an explanation of 
how we are going to collect our empirical data on our research questions. In chapter four, data 
presentation, we will present our results from our case study and our primary data collection. 
In chapter five, data analysis, we are going to compare our results on our data collection with 
the theories from recent studies and analyze them. Finally in chapter six, findings and 
conclusions, we are going to present our overall findings from our research and our general 
conclusions with a purpose to answer our research questions. 
 

Chapter 2 
Literature review 

Chapter 1 
Introduction 

Chapter 3 
Methodology 

Chapter 4 
Data presentation Chapter 5 

Data analysis 

Chapter 6 
Findings & 
Conclusions 

 

Figure 2. Thesis Outline     
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2. Literature Review 
In the previous chapter the thesis subject was introduced, and the problem was outlined with 
the research questions that will be examined within this thesis. In this chapter, previous 
relevant research on this subject will be presented, starting with the first part of the literature 
review that is going to examine research question one,  in the second part research question 
two will be examined, and in the last part, a conceptual framework related to the thesis 
subject will be presented. 

2.1 The Characteristics of an Incumbent Firm 
According to Oxford Reference Online (2007) an incumbent firm is “A firm which is already 
in position in a market. In a fully contestable market, where the goods produced by different 
firms are homogeneous and there are no sunk costs, there is complete symmetry between an 
incumbent firm and would-be entrants. If goods can vary in quality, so that reputation 
matters, and if there are any sunk costs, the incumbent is in a stronger competitive position 
than potential entrants: the incumbent has established market contacts, and has already 
incurred the sunk costs. An incumbent will have a further competitive advantage if cost 
savings come from learning by doing: an existing firm has a start on any new entrant in the 
experience from which cost reductions are derived.” 

2.1.1 Competitive Strategies 
Robinson (1988) mentions seller concentration, growth, and standardized products as industry 
characteristics that might influence entry reactions. He further states that especially seller 
concentration will influence incumbent reactions. Porter (1980) also emphasizes rivalry 
among existing firms as a force of competition. The more the seller concentration is 
intensified, the more reactions are expected (Robinson, 1988). Covin et al. (1999) argue that 
when aggressive rivalry exists, companies have to find out how they can differentiate 
themselves from competitors. Fontana and Nesta (2006) claim that there are two major factors 
affecting product differentiation, namely the size of the product space and market 
contestability. They further state that “high contestability implies that the threat from 
potential entrants may persuade incumbents to introduce close substitutes for existing 
products in order to prevent firm entry.  
 
In Porter’s (1980) five forces he describes intensity of rivalry among existing competitors 
which means that there are different intensity in competition, depending on for example what 
the competitors have to risk, or a slow industry growth. This is shown in Figure 3. 
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Figure 3. Forces driving Industry Competition 

Source: Adapted from Porter (1980, p 4) 
 
According to Ferrier et al. (1999) a competitive action will rapidly be imitated by other actors. 
They further state that new competitive actions (i.e. a new promotional campaign or finding a 
new segment) are encouraged as firms gradually learn that previous actions are ineffective. 
Chen (1996) defines competitors as “firms operating in the same industry, offering similar 
products, and targeting similar customers”.  
 
Armstrong and Collopy (1996) suggest that there are two types of objectives that firms adopt; 
self-oriented or competitive-oriented objectives. The self-oriented objective focuses on 
stability and the competitive-oriented objective focuses on market share. Furthermore, they 
discuss that many firms measure their success compared to their competitors, and can even be 
willing to lose profits in order to compete with competitors and gain market share. 
 
Young, Smith and Grimm (1996) state that the concept of hypercompetition is distinguished 
by extremely forcefully competitive actions where success depend on the speed of action and 
the intense of competitive rivalry. They further argue that firms that are competing in this 
environment often use horizontal cooperative mechanisms or cooperate with competitors in 
order to gain mutual benefits. Competitively active firms often adapt a cooperation strategy 
and they are also outperforming other less active firms to a large extent (ibid). 
 
Debruyne et al. (2002) state that it is important for companies to rapidly react to challengers 
on the market, otherwise these companies will be suffering from market share erosion. 
Gatignon et al. (1990) suggest that the product life cycles are becoming shorter due to the 
increasing rate of change in technology. That means that it is becoming more and more 
important for firms to introduce new products (ibid).  
 
Smith et al. (1997) state that firms that have homogeneous resources and therefore have the 
same objectives and strategy will be more likely to experience rivalry and competition. 
According to Robinson (1988) entry might generate aggressive reactions. Robinson stated the 
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following factors as sources to limit and incite reactions to entry: the entrant’s strategy, 
incumbent characteristics and industry characteristics.  

2.1.2 Incumbent Firms in Competitive Environments 
Gatignon et al. (1990) suggest that within competitive environments, there are different 
approaches to create barriers to entry. Industry concentration can increase the cost to entry a 
market because firms can act together against that new entrant. Economies of scale and 
increasing effectiveness are a way of creating barriers to entry if the new entrant has limited 
operations. They further suggest that firms’ reputation and brand positioning is a benefit that 
large firms often possesses. Large firms often have sufficient market and technology 
knowledge that is advantageous in competition (ibid). 
  
Ferrier et al. (1999) state that firms that act and react rapidly on competitors actions, the more 
intense are their purpose. Furthermore they discuss that the faster the firm reacts on 
competitors with new actions the more successful will the firm be and therefore gain more 
market shares. Vis-à-vis, if a leading firm reacts rapidly, the slower would its competitors 
react. They further discuss that a firm can be more successful by having a differentiated 
strategy towards its competitors, so that its objectives will be less unpredictable. 
 
Robinson (1988) discusses two characteristics of an incumbent firm; the size of the 
organization and strategic importance. A large incumbent firm might have larger financial 
resources in comparison with a smaller firm; hence the large incumbent firm might attempt to 
bully an entrant out of the market (ibid). The same conclusion is drawn by Lin et al. (2002) 
when they claim that larger incumbents, with more resources, more easily can survive a price 
war than smaller competitors.  
 
Srinivasan et al. (2004) argue that incumbent firms can be advantageous in the sense of 
having previous knowledge about the market, and having a strong brand equity and customer 
relationships. 
 
According to Debruyne et al. (2001) innovating firms’ tactical and strategic decisions made 
by managers have impact on how the competitors will react. They further state that if firms 
enter with a new product towards a niche market, there will be fewer reactions by challengers. 
They further state that if incumbent firms do not recognize potential threats or are too focused 
on current competitors, they might let through new entrants.  
 
Sun and Hwang (2005) propose that there are two critical strategic decisions that determine 
the reactions of the competitors; product newness and marketing efforts. Furthermore they 
discuss that the more innovative a product is, and the more visible a product is the more 
attention it will get from the market, and the more threatening it gets towards the competitor 
that risk loosing market share. Hence the probability increases that they will suffer from 
retaliation from the competing firm.  
 
Hultink and Hart (1998) argue that firms that have new products with high advantage use the 
tactics of skimming until there are other actors on the market; they also put more financial 
effort into promotion and distribution. 
 
Shankar (1999) states that incumbents’ competitive reactions might relate to what type of 
industry they belong to; in one industry the incumbents might adapt a strategy focused on 
scale of entry where in another they focus on incumbent elasticity and market growth. 
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Furthermore, he claims that larger firms put more money into marketing activities. 
Shankar (1999) claims that in product strategy, incumbents reactions need to be considered. 
Incumbents’ sizes are an important factor as well as their willingness to react. Some large 
incumbents tend to be passive on new entrants due to their size, in this case a new entrant 
might have a successfully entrance with a forcefully advertising campaign. However, a 
successful barrier to entry can be created if the new entrant fear the incumbents’ possible 
retaliation moves, it might enter with a reserved entering strategy because it fears that it 
cannot compete with the incumbent’s marketing resources. This reserved strategy can also be 
used in order to enter without the incumbent’s notice. If the new entrant adapts an aggressive 
strategy it might create more awareness among its target markets if the incumbents also react 
with retaliation (ibid). 
 
Shankar (1999) discusses that incumbents’ responses might depend on their dominancy on the 
market, and if the incumbent has a superior variable in the marketing mix. Furthermore, he 
mentions other factors that influence incumbents’ responses such as; multimarket contracts, 
market size, and growth. If there are multimarket contracts, the incumbent might react 
modestly. If the market is small, there will be less room for other actors on the market, hence; 
incumbents will most likely act with more aggressive moves than if the market is large. If the 
market growth rate is fast, there will be more at stake and therefore there is a higher chance 
for the incumbents to retaliate (ibid).  
 
Lin et al. (2002) discuss that the characteristics of an incumbent and the characteristics of the 
new entrant determine how the incumbent reacts towards the new entrant. They made a study 
on the U.S. airline industry and found that the rate of success for incumbent firms in that 
industry depended on characteristics such as their cost structure, the size of the incumbents, 
and the reputation of the organization. An incumbent which has a low-cost structure might be 
beneficial in comparison with one with a high-cost structure when it comes to respond to a 
competitive action (ibid). Lin et al. (2002) mention that an incumbent with a good service 
reputation is less likely to react aggressively than an incumbent with a weak reputation.  
 
Ferrier et al. (1999) explain that the characteristics of a market share leader make them more 
profitable than challengers. The market share leaders are advantageous due to the exploitation 
of economies of scale and market power; and also first-mover and reputation advantages 
(ibid).  
 
Gimeno (1999) discusses that leaders in a market often reduce their competitive behavior and 
instead develop a stabile market position in order to compete, and they often act in 
multimarkets and by that use deterrence strategies in order to keep rivals away.  
 
Several authors claim that for incumbent firms, competition mainly consists of securing their 
market share leader position rather than making an aggressive move (Fontana & Nesta 2006; 
Ferrier et al., 1999). Fontana and Nesta (2006) state that incumbents mostly distribute their 
products on a wider spectrum of the market, whereas entrants usually concentrate on smaller 
market niches. But on the other hand, the strategy and tactics for incumbent firms versus new 
entrants will likely vary with the environment (Covin, Slevin & Heeley, 1999).  
 
Cretu and Brodie (2007) define corporate reputation as “the long-term combination of the 
stakeholders’ assessment about what the firm is, how well the firm meets its commitments and 
conforms to stakeholders’ expectations and how well the firm’s overall performance fits with 
its socio-political environment”. Cheah, Kang and Chew (2007) claim that corporate 
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reputation is very important for a firm and may create a long-term competitive advantage. The 
corporate reputation also has an impact on the buyer process and consumption experience 
(Cretu & Brodie, 2007). It is further discussed that the company, rather than the product itself, 
will be perceived as the actual brand (ibid).  
 
According to Debruyne et al. (2002), a company’s reputation on the market is also important 
from a competitor’s perspective. They state that a company with a reputation of being 
successful in previous product launches will generate more aggressive competitive reactions 
than a company without a reputation.    
 
According to Shankar (1999) retaliation strategies might depend on the knowledge of the new 
entrant, if there is a new entrant that is unknown to the market, the incumbent might react 
with a more forcefully strategy than if the new entrant is known and has experience of the 
market. This is because if the incumbent retaliates in the situation where the new entrant has 
experience of the market, it might trigger the entrant to put even more effort in order to 
success. Furthermore, incumbents’ market dominance is also a factor when deciding modest 
or aggressive retaliation, this is due to the fact that a non dominant incumbent has more at 
stake if a new entrant enter that market, and might therefore act more aggressively (ibid). 
 
D’Aveni (1994) states that there are advantages but also risks when a firm arrives first with an 
innovating product on a market, such as the benefit of setting a beneficiary price because of 
the monopoly situation, and the benefit of controlling the market and by that create brand 
loyalties and experience. He further suggests that as a first mover there is a need for know-
how to exploit the products better than anyone else, also in the technology as well as to create 
knowledge of customer needs and marketing skills. Furthermore he states that companies can 
chose to be either revolutionary or evolutionary, where the revolutionary introduces a change 
by an innovating product or production process (first mover), where evolutionary seeks to 
improve the already introduced change (challenger) (ibid). 
 
There are some advantages of being first on the market because of the market knowledge, but 
there are also some drawbacks according to Hultink and Hart (1998). Since the firm already 
exists on the market, it has sufficient knowledge of it; further it has the advantage of setting 
advantageous prices since there are no other competitors (Stigler, 1961). Aker and Day (1986) 
also suggest that it is easier to gain shares as an early entrant, and they can also set an 
advantageous price since there are no or few actors on the market, they will also gain a lot of 
necessary experience to create barriers to entry. They further discuss that there can be 
drawbacks. The new entrant can easily get an overview of the strategic tactics that the first 
mover is using, and they can then adapt the new product and develop it to be even better, so if 
the early entrant does not have a clear strategy and positioning they can be outmaneuvered by 
the competitor. 
 
Suarez and Lanzolla (2007) argue that depending on if a firm is first on the market, early 
followers, or late entrants tend to possess different knowledge and resources. Furthermore, 
they suggest that if a firm has large R&D strengths and has strong financial resources will 
enter a market early and by that be able to gain First Mover Advantages (FMA).  
 
D’Aveni (1994) suggests that the advantages of being the first mover at a market can be that 
the first mover can benefit from the monopoly situation and it also gives time to develop 
economies of scale. Furthermore, he suggest that it can create brand loyalty and high 
switching cost, to make it hard for the followers to outperform their advertising and get 
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distribution channels. The innovator can also set the standards, and get knowledge of the 
production and technology (ibid). 
 
Technology plays a significant role for new entrants or incumbents when building strategy 
(Suarez & Lanzolla, 2007). Technology innovations may outperform another firm’s 
technology and leave current technology obsolete. Rapid development of new technology will 
leave other competitors open to further develop products and enhance them, and technological 
expertise is also a factor that creates switching costs. Furthermore, they discuss that first 
movers are risking launching an undeveloped product that increase the risk that consumer 
switch to another product, which might lead to a harmful word-of-mouth effect (ibid). 
 
According to Srinivasan et al. (2004) incumbent firms have a tendency to technological 
inertia. The same conclusion is drawn by Ferrier et al. (1999) when they state that “leading 
firms sometimes decline when they rest on their laurels and become complacent, which 
renders them vulnerable to competitive challengers”. They further state that a company which 
had excellent previous performance contributed to competitive inertia. Covin et al. (1999) 
state that market pioneering does not always automatically give an advantage, frequently 
market pioneers are beaten by later entrants. Mitchell (1991) points out on the other hand, 
when entering new technical areas, incumbent firms are likely to benefit from strong sets of 
assets which are required in the commercialization process. 
 
Hill and Rothaermel (2003) argue that incumbent firms have problems meeting competitive 
actions when new technological innovations appear, and hence will go into decline. New 
entrants on the other hand will have an advantage by exploiting the new technology and 
therefore rise to market dominance (ibid). They further state that incumbent firms that already 
have a large amount of market power typically invest less money on radical technical 
innovations than new entrant due to fear of cannibalization of their own products.  
 
Suarez and Lanzolla (2007) suggest that pace has a significant matter in First Mover 
Advantage (FMA). Firms can benefit from FMA in a market that has a slow market growth 
rate and technology improvement. When a first mover enters a market and obtains and 
controls a large amount of market shares, it is less likely that a challenger will enter that 
market. They also suggest that pioneers obtain higher market shares than followers. They 
further discuss that when the first mover has obtained advantage through technology, there 
will be harder for a challenger to enter that market because then it takes an even more 
innovating product for customers to switch to another. Even if they would enter that market, 
the first mover already has the basic technology and it does not take much in order to keep up 
with the new technology. However, in a market that moves in a fast market growth rate and 
technology improvements, firms face another situation that is opposite from the situation with 
slow market growth rate and technology improvement. In this situation first movers take a 
risk that the products turn obsolete and in this situation are there less FMA’s (ibid). 
 
Large firms have in general been described as innovative because they invest heavily on 
R&D, but there has been research that shows that established firms often do not maintain this 
innovativeness because they do not organize the innovation properly (Das & He, 2006). 
Furthermore they argue that established firms often have “multiple sources of cash flow from 
different lines of business to compensate temporarily unprofitable ones”.  Established firms 
have a history, and hopefully a good reputation that makes them more attractive, if they 
dominate the market, they might also have the ability to affect and influence it by economical 
and political means. They also have solid organizational structures, communication and 
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decision making and tend to be bureaucratic. Incumbents tend to focus on growth because of 
their already gained market shares, and they also want to enter other business and grow with 
diversification. Because of their stabile ground they can focus on long-term planning, and 
they want to be updated in new technologies, but are not fast in replacing already existing 
mature products (ibid). 

2.2 The Characteristics of a New Entrant 
According to D’Aveni (1994) there takes a lot of skills and knowledge to be first on a market, 
so many firms rather wait and imitate the first movers and then they counterstrike.  
 
D’Aveni (1994) suggests that there are many risks of being a first mover, and this can be 
avoided by being a close follower which often gains more profit than the first movers and 
often outperform the innovators. Furthermore, he states that the followers can put their focus 
on process technology rather than product technology and can by that develop the products 
more high quality and make it more efficient. He also found that 60 percent of a successful 
innovation is followed by challengers.  
 
D’Aveni (1994) states that there are risks of being a follower, this can be that the follower 
offers too many variants and the improvements can be out of focus. There can be a risk of that 
the new improved product cannot be integrated with other units, and the follower risks being 
too focused on the competitors so that the customer needs and market trends will be suffering. 
This might lead to that the followers have difficulties to change when customer needs change 
again. He further suggests that it is easier for a follower to gain market shares when there is a 
less complex product. Furthermore he says that sometimes the followers launch a less 
appealing product and there is a chance that the customers do not want to switch if they have 
a good product and it takes an even more innovating and complex product for customers to 
switch to another. 
 
Beverland and Lockshin (2004) state that small actors often undertake a reactive approach, 
and are acting as the incumbents on the market. But in the long term they often lean towards a 
supporting system such as share ownership. They also tend to lean towards a more niche 
approach (ibid). 
 
Fontana and Nesta (2006) claim that competition for an entrant consists of a series of moves 
and getting a position rather than defending a position.  They further state that entrants often 
concentrate on market niches instead of the wide market.  

2.2.1 Barriers to Entry 
According to Porter (1980) threat of new entry depends on the current barriers to entry for the 
competitor, as well as reactions from other competitors. If there are high barriers to entry, the 
threat of new entrants are low since the already existing firms are prepared for competition 
and have a retaliation strategy. New entrants tend to enter through acquisitions and by that 
creating a stronger market position in order to gain market shares (ibid). 
 
Furthermore Porter (1980) states the following sources of barriers to entry (shown in Figure 
4): 

• Economies of scale 
• Product differentiation 
• Capital requirements 
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• Switching costs 
• Access to distribution channels 
• Cost disadvantages independent of scale 
• Government policy 
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Figure 4. Forces driving Industry Competition 

Source: Adapted from Porter (1980, p 4) 
 

Economies of scale prevail according to Porter (1980) when a firm can reduce the unit cost by 
producing at a large volume. This creates barriers to entry to new entrants because this results 
in that the new entrant has to risk retaliation by the already established firm because they have 
to enter the market with the same scale. The other alternative is not beneficiary either, since 
they have to enter with a smaller scale and by that have to set a higher price which can be 
disadvantageous (ibid). 
 
Product differentiation is according to Porter (1980) the brand awareness and the established 
brand image that existing firms on the market have, these firms also have loyal customers. 
This creates a barrier to entry because new entrants have put a lot of money at stake in order 
to achieve brand awareness and customer loyalty (ibid). 
 
Capital requirements can be a barrier to entry if it is necessary to buy a large scale of 
financial equipment in order to compete with other firms (Porter, 1980). That means that the 
new entry firm needs to invest in for example in new equipment or needs to have money to 
give customer credits, this is a risk and by that a barrier to entry (ibid). 
 
Switching costs is the one-time cost that arises when a buyer switches from one supplier to 
another (Porter, 1980). This can be in the form of training costs to retrain the employees, or 
technical cost such as technical support and testing of the new product. In order for a buyer to 
switch from an incumbent, there is a need for the new entrant to either have a sufficiently 
better price or performance (ibid).  
 
Access to distribution channels is according to Porter (1980) the barrier to entry related to 
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distribution. When a new entrant is entering, it needs to secure the distribution and persuade 
the wholesaler to have its products on the shelves for example in a store. The wholesaler 
might already have established long-term relationships with incumbents and by that have no 
room for a new entrant. 
 
Cost disadvantages independent of scale is the cost advantage that incumbents have in the 
form of a solid experience in producing a product (Porter, 1980). The costs are decreasing 
when the employees get more efficient, another factor is that incumbents may have favorable 
locations since they might have been at that specific location before the market price rose. 
Incumbents might often have favorable access to raw materials and might also have kept 
proprietary on products (ibid). 
 
Government policy is referred to by Porter (1980) certain restrictions set by the government to 
have control over a certain industry. He further explains that this can be for example licensing 
or certain limited accesses to raw materials, pollution standards or product safety 
requirements. 
 
Except for the earlier mentioned barriers to entry, Porter (1980) further suggests that there are 
other factors such as; expected retaliation, which means that there can be a barrier to entry if 
the existing firm is likely to respond with strong retaliation moves. He also suggests that 
another factor can be entry deterring price which means that potential entrants can forecast 
prices and set their own price due to that. He further mentions properties of entry barriers; 
this can be explained as the use of property as a mean to entry a market, for example new 
products, product differentiation and increased advertising.  
 
The last factor Porter (1980) explains is experience and scale as entry barriers, where he 
states that economies of scale always lead to a benefit for the large firm. But he further 
suggest that there are limitations for the incumbents regarding economies of scale, for 
example, product differentiation and the developing and adapting of rapid technology. 
Experience can be explained as although incumbents might have a lot of experience, since 
they have been on the market for a long time, does not have to be a barrier to entry, because 
followers can copy the product, hire competitors’ employees or get hold of the latest 
machinery. He further discusses that this could be an advantage because the followers can 
study the pioneers’ actions and adapt and improve the actions, the followers can also develop 
a new technology and by that create a new experience curve that the leaders not expected and 
not prepared for. 

2.2.2 New Entrants in Competitive Environments 
Shankar (1999) suggests that if a new entrant is superior in one set of the marketing mix, for 
example advertising, this entrant will focus forcefully on that specific variable. He further 
declares that a firm’s entering strategy might depend on if the new entrant already competes 
with incumbents in other market(s) and by that have multimarket contracts, because if a firm 
adapts a forcefully strategy it might get retaliation on not only that market that the firm is 
entering, but also by incumbents in the other market that the firm is competing. Furthermore 
he discusses that firms that are competing with rivals that are acting on many markets are less 
likely to be attacked. 
 
Shankar (1999) discusses that large firms with superior resources and high quality products 
are more likely to launch the product with vigorous marketing activities, hence spend more. 
Other variables that affect the new entrants’ spending are experience and market size. If there 
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is high certainty of the market, new entrants tend to spend more, and if the market is large, 
there are higher offers for revenue and there will also be more room for marketing activities in 
order to penetrate the market. Furthermore he discusses that market growth rate has an 
influence on how much a firm might spend on marketing activities. New entrants on a fast 
growing market tend to spend more because there is more to gain, and also because there 
might be other new entrants that want to gain market shares as well (ibid).
 
Das and He (2006) argue that new entrants do not have a history record and reputation which 
creates uncertainty about different factors such as quality. Because of this, they often 
cooperate with established firms in order go achieve this. Otherwise they focus on 
consumption and creating new markets. 
 
Debruyne et al. (2002) state that smaller companies often use an avoidance strategy when 
competing with incumbent firms. The avoidance strategy consists of finding more creative 
ways of competing since they have limited resources; i.e. finding particular niches or launch 
radical innovations. Another option is to use a differentiation strategy to avoid direct 
competition (Covin et al., 1999).  
 
Robinson (1988) states that the success of an entry strategy depends on the scale of entry, 
innovativeness, and the mode of entry. Market share is another factor that affects the initial 
success in the market (ibid). Similar factors do Gatignon et al. (1990) discuss when they state 
that “the performance of a new entry depends on 1) the competitive environment facing the 
entry, 2) the capabilities of the entrant, and 3) the market entry strategy. They further state 
that industry concentration will decrease the number of entrants due to the cost of market 
entry (ibid). Gatignon et al. further discuss that the capabilities of firms include the size of the 
firm and familiarity with the market.  
 
Hill and Rothaermel (2003) argue that new entrants are advantageous and state that “new 
entrants do not have to battle internal forces of inertia; they do not have long-standing 
commitments to established value networks; and they can focus on small, out-of-the-way 
market niches and grow with those niches”. They further state that new entrants will have an 
advantage by exploiting the new technology and therefore rise to market dominance (ibid). 
 
One weakness for a new entrant might be that it typically does not have as strong financial 
resources as an incumbent firm; hence it might be bullied out of the market by an incumbent 
firm (Robinson, 1988). Srinivasan et al. (2004) state that new entrants do not have previous 
knowledge about the market as incumbent firms do, and because of that incumbent firms are 
advantageous compared to new entrants. 
 
To exemplify how a new entrant versus incumbent firms might react in a competitive 
environment, an example from Whalley and Curwen (2006) will be described. Whalley and 
Curwen discuss new entrants to the 3G market within the European mobile 
telecommunication industry. The authors argue that it first was expected that the new entrants 
to the 3G market would have been only 2G incumbent firms, but in fact some of the new 
entrants were pure 3G operators. The new entrants with no previous experience about the 
telecommunication market had to face several problems; i.e. they had no existing customer 
base and they had to finance the licenses and roll-outs of their 3G network. Those problems 
were smoothly avoided by the incumbent firms since they already had revenue-generating 
customers and a regularly cash-flow. According to Whalley and Curwen today there is one 
existing pure 3G operator left in Europe; namely Hutchison Whampoa, trading as 3. The 
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authors state that since Hutchison Whampoa has no 2G customer base to finance its expansion 
into 3G, it must rely on other sources for funds such as a “deep-pocketed” parent company i.e. 
Investor in Sweden. The authors argue that Hutchison Whampoa has used a roll-out strategy 
in order to differentiate themselves from the competitors, and such a strategy is very risky. 
They further state that even though Hutchison Whampoa has launched in six European 
countries and has about 10 million subscribers, its subscriber base is relatively small in 
comparison to its incumbent rival firms like Orange and Vodafone and hence is placed at a 
disadvantage (ibid).  

2.3 Conceptual Framework 
In this part the previous literature review will be conceptualized according to the stated 
research questions. The key factors that will be further investigated empirically will be 
presented. Miles and Huberman (1994) discuss the importance of selecting the most important 
variables from the literature and further explain that “a conceptual framework explains, either 
graphically or in narrative form, the main things to be studied – the key factors, constructs or 
variables – and the presumed relationships among them” (p. 18). We will pick out the key 
findings and strive to clarify them in accordance with each research question. The 
characteristics of an incumbent firm and the characteristics of a new entrant will be presented 
in Table 1. 

2.3.2 Characteristics of an Incumbent Firm 
In this thesis the different characteristics of an incumbent firm discussed by several authors 
will be further investigated. Srinivasan et al. (2004) point out the advantage of already 
established market contacts and previous market knowledge as a key factor for an incumbent 
firm. The size of the organization also has an impact, which means that larger incumbent 
firms often have more financial resources than new entrants do (Robinson, 1988; Lin et al., 
2002). Several authors discuss that incumbent firms already have built up a corporate 
reputation which has an impact on meeting competitive reactions (Lin et al., 2002; Ferrier et 
al., 1999; Cretu et al., 2007; Debruyne et al., 2002). Among other characteristics of the 
incumbent firm are first-mover advantages and economies of scale (Ferrier et al., 1999); the 
tendency of incumbent firms to create barriers to entry (Porter, 1980); and the problems of 
meeting competitive actions when new technological innovations appear. Since these topics 
are stated by several authors who have the same approach, and also the fact that most of the 
articles are fairly recent, we have chosen to further examine these topics. The oldest article 
made by Porter we have chosen because it is well known in this area of research. 

2.3.3 Characteristics of a New Entrant 
Several authors emphasize the importance for new entrants to differentiate themselves and 
instead of focusing on the wide market concentrate on smaller market niches (Covin et al., 
1999; Fontana & Nesta, 2006; Debruyne et al., 2002; Hill & Rothaermel, 2003). A new 
entrant has no previous knowledge of the market (Srinivasan et al., 2004) and due to its size it 
often has limited financial resources (Debruyne et al., 2002; Robinson, 1988). There are 
several recent articles made by different authors that have discussed these areas, and this is 
why we have chosen this approach. 
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Table 1. Conceptual Framework 

 
Characteristics of an Incumbent Firm 
 

 
Characteristics of a New Entrant 

 
 Has established market contacts (Oxford 

reference, 2007; Srinivasan et al., 2004; D’Aveni, 
1994)  

                      - Loyal customers 
                      - Established distribution channels 
                      - Previous knowledge about the market 

 Experience, market size (Shankar, 1999; 
Srinivasan et al., 2004)  

                          - No previous knowledge about the  
                            market 
  

 The size of the organization (Robinson, 1988; Lin 
et al., 2002) 

                      - Large financial resources 
                      - Large corporations 

 Limited financial resources  
        (Debruyne et al., 2002; Robinson, 1988) 
                           

 Securing market share leader position (Fontana & 
Nesta, 2006; Ferrier et al., 1999; Shankar 1999; 
Gimeno, 1999)  

                       - Market share  
                       - Market size  
                       - Market growth  

 Competition consists of a series of moves to get a 
position (Fontana & Nesta, 2006) 

                          - Strive to gain market share 

 The corporate reputation (Lin et al., 2002; Cretu 
et al., 2007; Debruyne et al., 2002; Cheah et al., 
2007) 

                       - Brand image 
                       - Stakeholders expectations 
                       - Stronger competitive reactions  
                   towards a company with a good reputation 

 No previous history and reputation (Das and He, 
2006) 

                         - Unknown brand image 

 Difficulties meeting competitive actions when 
new technological innovations appear (Hill & 
Rothaermel, 2003; Srinivasan et al., 2004; Ferrier 
et al., 1999) 

                       - Focusing on established technology 
                       - Tendency to inertia  

 Reactive approach/act as incumbent (Beverland 
and Lockshin, 2004;  Hill & Rothaermel, 2003) 

                          - Improve products and services and  
                            imitate incumbents 
                         - New entrants will exploit new  
                            technology 
                         - Develop established technology 

 First-mover advantage (Ferrier et al., 1999) 
                        - Competitive advantage by being first  
                           on the market 

 Concentrated on smaller market niches instead of 
the wide market (Fontana & Nesta, 2006; 
Debruyne et al., 2002; Hill & Rothaermel, 2003; 
(Covin et al., 1999) 

                          - Avoid direct competition by  
                            differentiation 
                         - Differentiation strategy 

 The creation of barriers to entry (Porter, 1980; 
Ferrier et al., 1999; Gatignon et al., 1990; 
D’Aveni, 1994) 

- Economies of scale 
- Switching costs 

                         

 Forced to face barriers to entry (Porter, 1980) 
                        - Economies of scale 
                        - Product differentiation 
                        - Capital requirements (invest in new  
                           equipment) 
                        - Switching costs 
                        - Access to distribution channels 
                        - Cost disadvantages independent of  
                          scale 
                        - Government policy 

 Dominance on the market (Shankar, 1999) 
                        - Multimarkets     

 Multimarkets (Shankar, 1999) 
                        - Might get retaliation from incumbents 
                            on several markets 
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3. Methodology 
In this chapter, the methodology used for this research is outlined and discussed. The purpose 
is to get an overview over the research and see how the secondary data can be compared with 
the primary data. This chapter starts with the research purpose, followed by the research 
approach, the research strategy, data collection method, sample selection, data analysis and 
finally a discussion about quality standards.   

3.1 Purpose of Research: Explore, Describe and Explain 
According to Eriksson and Wiedersheim (2006) the purpose of a research is to state what is to 
be achieved by the research and how the results can be used. According to Yin (2003) there 
are three stages when designing research; exploratory, descriptive and explanatory stage.  
 
• Exploratory  
Yin (2003) states that if the research questions are based on “what” questions it is an 
exploratory research purpose. Exploratory research can also be undertaken if there are little or 
no prior research in the area, and can then be used to explore why there is interests in further 
research at all (Wilson, 2003). 
 
• Descriptive  
Descriptive research purpose is according to Wilson (2003) information that is gathered 
through descriptive research and answers questions of who, what, where, how and when. 
Furthermore he discusses that this information answers questions of what is happening, and 
are appropriate when the research focus on descriptions of characteristics. Yin (2003) states 
that descriptive research should describe the situation. 
 
• Explanatory  
Explanatory research answers questions of “how” and “why” (Yin, 2003). Wilson (2003) 
discusses that causal research examine the relationships with two variables.  
 
Due to these explanations we mainly used a descriptive research purpose, since the purpose is 
to investigate and describe the characteristics of an incumbent or a new entrant, and also 
because we have sufficient secondary research material. However all of these research 
purposes will be used in our research: exploratory, since we explore the problem and situation 
in our first chapter and since our purpose is to gain a better understanding of how incumbents 
and new entrants react in a specific situation; and also explanatory, since we are going to 
compare incumbent characteristics and new entrant characteristics with the theory and 
investigate the benefits of these. 

3.2 Research Approach: Qualitative Research 
According to Denscombe (2000) a qualitative research approach is suitable when human 
activities or when behavioral patterns will be investigated. Furthermore he discusses that a 
qualitative research approach is distinguished due to the researcher’s own interpretations and 
analyzing. Qualitative research leans towards an unstructured small scale carefully selected 
individuals approach with a purpose to gather non-quantifiable information that provides 
insight into a behavior, motivations and attitudes (Wilson, 2003). 
 
Based on this information, a qualitative research approach was used, since the empirical data 
was collected on a small scale level and since the purpose of this research is to gain a deeper 
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understanding of reactions in a certain situation. The authors’ ambitions of this research was 
to gain an in-depth view of this situation, hence this approach was suited. 

3.3 Research Strategy: Case Study 
Case studies are appropriate for small scale researches that handle few units in a narrow 
perspective and where an in-depth study is going to be conducted (Denscombe, 2000). He 
further explains that a case study focuses on relations and processes to get a perspective of 
how these are linked together, the research is also conducted in a natural environment without 
control over situations, and it also provides the researcher with the opportunity to have 
different sources and methods. Yin (2003, p 13) states that a case study is “an empirical 
inquiry that investigated a contemporary phenomenon within its real-life context, especially 
when the boundaries between phenomenon and context are not clearly evident.” He further 
states that a case study answers questions that have a character of “how” and “why”. Yin 
(1994) argues that within single-case designs there are embedded case studies and this occurs 
when a case study have several sub-units, i.e. when multiple units of analysis are used. 
 
Since the research was based on the purpose, that was an in-depth understanding of a certain 
situation, and since the research questions had the characters of “how”, a case study was 
suitable in this thesis. Since we are performing a single-case study and use multiple units for 
our analysis, an embedded case study was chosen. The units and how they differ or are linked 
together, as well as how these are related with the theory were more looked into. The focus is 
on contemporary events in a natural non-forced environment.  
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3.4 Data Collection Method: Interview, Documentation and Archival 
Records 
Three sources of evidence that Yin (2003) discusses were used in this thesis; interview, 
documentation and archival records, see Table 2. 

Table 2. Source of Evidence 

 
Source of Evidence 
 

 
Strengths 

 
Weaknesses 

 
Documentation  
is the collection of documents that 
provide information from different 
sources. Some of them are: 
administrative documents, formal 
studies or newspaper clippings of 
other mass medial documents. 

 
▪ Stable - can be reviewed 
repeatedly 
▪ Unobtrusive - not created as a 
result of the case study 
▪ Exact - contains exact names, 
references, and details of an event 
▪ Broad coverage - long span of 
time, many events, and many 
settings 

 
▪ Retrievability - can be low  
▪ Biased selectivity, if collection is 
incomplete 
▪ Reporting bias - reflects 
(unknown) bias of author 
▪ Access - may be deliberately 
blocked 

 
Archival records  
can be computer files and records 
such as; service records, 
organizational records, maps and 
charts, lists of names and other 
items, survey data, personal 
records. 
 

 
▪ (Same as above for 
documentation) 
▪ Precise and quantitative 

 
▪ (Same as above for 
documentation) 
▪ Accessibility - due to privacy 
reasons 

 
Interviews  
are forms of a guided conversation. 

 
▪ Targeted - focuses directly on     
case study topic 
▪ Insightful - provides perceived 
causal inferences 

 
▪ Biased - due to poorly 
constructed questions 
▪ Response bias 
Inaccuracies due to poor recall 
▪ Reflexivity - interviewee gives 
what interviewer wants to hear 

Source: Adapted from Yin (2003, p 85-90) 
 
In this study secondary data as well as primary data were used. These sources have both 
strengths and weaknesses that are outlined in table 3.1. The secondary data source is 
documentation from books and journals that is presented in the literature review. This 
information has been found on Business source elite (ebsco), Emerald Insight and Google 
Scholar. Information provided on the Internet such as general company information about the 
firms on their homepages was collected. The primary data source was archival records, in the 
form of computer files that we had access to information about organizational records as well 
as survey data. Another primary data source was an interview that was conducted and 
performed. Since there were different sources of information, method triangulation was used. 
Method triangulation is according to Denscombe (2002) the method of collecting data with 
help of different research methods.  

3.5 Sample Selection 
A subjective sample selection is according to Denscombe (2000) when a decided sample is 
chosen when the researcher has knowledge about what is going to be investigated, and the 
researcher chooses that sample because of the belief that these persons will provide the most 
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valuable information. 
 
In order to collect valuable information for the empirical research we chose to focus on a 
subjective sample selection. Since we had access to information to a large incumbent firm that 
had information to provide within our research area, TeliaSonera AB was our subjective 
sample selection. We conducted an interview with Robert Tjernström who is the product 
Manager at mobile data solutions, products and services at TeliaSonera AB. The reason for 
interviewing him is that the manager of mobile data solutions, products and services at 
TeliaSonera AB, Tommy Ytterström, motivated him as the right person to ask for this 
information. We also collected information through TeliaSonera’s archival records, where we 
got survey data information from former collected data on the companies we have made 
research on, and also organizational records. The companies chosen for research question two 
are TeliaSonera’s competitors; 3, The Cloud and Clue. They are chosen because they are new 
entrants and that TeliaSonera has motivated them as some of their competitors. Hence, the 
thesis is looked at from the incumbent’s perspective. 

3.6 Analysis of Data 
Yin (2003) addresses three types of analytical strategies; relying on theoretical propositions, 
thinking about rival explanations, and developing a case description.  
 
Relying on theoretical propositions is the strategy where secondary data is compared with 
primary data (Yin, 2003). This was also the analytical strategy that was used in this thesis. We 
chose to approach this strategy since we conducted a single embedded case study and 
compared our findings with previous theories.  
 
Miles and Huberman (1994) clarify data analysis as consisting of three components, namely 
data reduction, data display and conclusion drawing/verification. They explain each 
component as follows: 
 
• Data reduction “is the process of selecting, focusing, simplifying, abstracting, and 

transforming the data that appear in written-up field notes or transcriptions” (Miles & 
Huberman, 1994, p. 10). They further state that data reduction actually begins before the 
gathering of the information when the researcher decides which conceptual framework, 
which research questions to be used and so on.  

 
• Data display “is an organized, compressed assembly of information that permits 

conclusion drawing and action” (Miles & Huberman, 1994, p. 10). They state that the 
data display simplifies the decision of either analyzing the data further or to take action. 
The authors further claim that a good data display is needed for a valid qualitative 
analysis.  

 
• Conclusion drawing and verification is according to the authors the stage when the 

researcher starts to see what the collected data means. They further state that the 
conclusions that begin to appear relatively early in the process should be held lightly until 
the data collection is over. 

 
We attempted to follow the three stages of data analysis accordingly. Already in the stage of 
collecting relevant data for our research questions, we selected the literature carefully in order 
to simplify the answering of our research questions. The conceptualized literature was 
displayed in a table to provide a comprehensive overview. The empirical data was then 
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compared to the existing literature in a within-case analysis followed by conclusion drawings.  

3.7 Quality Standards 
Denscombe (2000) mentions three types of quality standards that are relevant for a qualitative 
research; objectivity, reliability and validity. 
 
Objectivity refers to if the researchers are objective or not (Denscombe, 2000). Since the study 
was performed within TeliaSonera AB and from their perspective, there is a risk that the 
researchers were biased. In this case, the researchers took an objective approach and strove 
not to be biased. 
  
The criteria of reliability are discussed by Denscombe (2000) as if the research instruments 
are neutral, and if someone else would perform the same research they would get the same 
result. In this research as earlier mentioned, we were cooperating with TeliaSonera to provide 
us with information about them, as well as their competitors. This means that the researchers 
had personal connections with the interviewee and if someone else would have conducted this 
research they would probably not have gotten the same answers. The fact that we only 
interviewed one person might affect reliability negatively, but this person was able to provide 
us with the correct information which increased the reliability. To further increase reliability 
the interview guide was sent in advance so that the interviewee had time to prepare the 
answers. We attempted to ask non-leading questions, and the interviewee was able to ask 
questions when there were questions that were indistinct or unclear. The information received 
on the interview was compared with documented facts such as the company’s annual reports. 
 
Validity is according to Denscombe (2000) the criteria of measuring what is supposed to be 
measured. In this research we used different sources of evidence and therefore method 
triangulation was used in order to secure validity. During the interview we used a tape-
recorder which we informed the interviewee in advance about. We tape-recorded the whole 
interview to ensure that we got all information, by that we were able to double check the 
answers which increased validity. We were also able to contact the interviewee afterwards in 
order to double-check the answers. The interviewee was a person who could provide us with 
the correct information and who was representative for this research. The interview was 
performed in Swedish since that is the native language of both the researchers and the 
interviewee. If the interview would have been performed in English, it would have increased 
the risk of misunderstandings. We believe that validity is increased by performing the 
interview in the native language, even though there is a risk of “loosing” information when 
the interview is translated into written English.  
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4. Data Presentation 
In this chapter, the empirical data collected for both research questions will be presented. 
The empirical data has been collected through an interview, information collected from 
archival records, internal analysis reports and data collected from the Internet. 
 
Yin (1994) states that one approach to a single-case study is the embedded case-study design. 
This design is appropriate when multiple units are used for analysis. Since we chose to use 
several units in our empirical research this approach was chosen. In this chapter these sub-
units are presented in line with the research questions. 

4.1 Background Information to Case Study 
The company chosen for this case study is TeliaSonera AB, hereafter referred to as Telia. The 
purpose mentioned in chapter one is to gain a deeper understanding of how incumbent firms 
versus new entrants compare in a competitive environment. Telia is an incumbent firm within 
the telecommunication industry. The company is well established and has existed on the 
Swedish market during a long time. Telia offers many different services, one is public 
wireless Internet connection, or wireless local area networks, hereafter referred to as WLAN. 
A similar service, but a different technique is mobile broadband. Both services aim to let the 
user connect to the Internet wirelessly. Within the area of mobile broadband a new technique, 
Turbo 3G, has recently been launched on the Swedish market. During the latest years many 
new entrants have entered the WLAN/mobile broadband market. To find out the 
characteristics of a new entrant we decided to focus on three of Telia’s competitors within the 
WLAN/mobile broadband market: The Cloud, 3, and Clue AB. All three of them can be 
characterized as new entrants on the Swedish market. The reason for focusing on the WLAN/ 
mobile broadband market is that Telia proposed that as a research area. 
  
For the first research question the empirical data was collected by interviewing Robert 
Tjernström who works as Product Manager at TeliaSonera. Except for the interview, 
information was as well collected from Telia’s homepage. For the second research question 
the empirical data was collected through records and analysis reports found online and offline, 
data collected on the Internet found in articles from newspapers and industry magazines as 
well as data collected from the Cloud’s homepage. Since this study is a within-case-analysis, 
the empirical data found for both research questions will be compared with the theory in 
chapter five. 

4.1.2 RQ 1: How can the Characteristics of an Incumbent Firm be 
described? 
TeliaSonera is a result of the merger of Swedish Telia and Finnish Sonera. In 2002 Telia and 
Sonera became TeliaSonera. Telia was earlier operated by the Swedish state under the name 
Televerket. In 1993 the Swedish state transformed Televerket into Telia AB. In May 2007 the 
Swedish state sold a certain amount of the shares and at present the state owns 37.3%. Telia 
offers a large range of telecommunication services in Sweden and is the leading supplier on 
the Swedish telecom market. Its services are marketed under the brands Telia, Halebop and 
Skanova. Telia is the market share leader within all the different services: Mobile (market 
share 52 %), Fixed Voice (market share 53 %), and Datacom and broadband (market share 41 
%). Telia offers products and services within fixed telephony, mobile, Internet, and data 
communications. On all of these services the company has periods of commitment and once-
for-all payments. Telia was first out to launch public WLAN, which is wireless broadband on 



Data Presentation 
 

23 

certain hotspots. There are more than 1 000 surf zones at hotels, conference facilities, cafés, 
restaurants, train-stations and airports, foremost in Scandinavia. The company also has 
hotspots abroad on more than 25 000 places. The customers are private- and business 
customers, and the company targets the mass-market. General information about the company 
is provided in Table 3. 

Table 3. Company Facts: TeliaSonera 

Company Facts  
Number of employees 28 528 worldwide 
Turnover of the company Net sales 91 billion SEK 
Number of customers 30.2 million subscriptions, within mobile services, 4.4 million customers 
Market share (%) Mobile, 52 %, broadband 41% 
Competitors Primary competitors: Tele2, Telenor 

Secondary competitors (within WLAN): The Cloud, Clue, Skype, FON, 
Glocalnet, 3, Daimler Sweden AB (Hotel highway), Wayport 

Markets Sweden, Norway, Denmark, Baltic countries, Spain 

 
Business Concept: TeliaSonera offers reliable, innovative and user-friendly services for 
transferring and packaging of voice, images, data, information, transactions and 
entertainment. The company is present in the Nordic and Baltic countries, Spain and selected 
Eurasian countries.  
 
Established market contacts 
Telia has been on the Swedish market for a very long time. The mobile market has been 
active since the 1980s when the NMT network was launched. GSM was introduced around 
1990-95. Telia’s customers are primarily the mainstream, average Swede and the customers 
differ very much from mobile, broadband and fixed telephony. There are also different 
customers depending on the location in Sweden. There are different customer groups, for 
example among Swedes living abroad, Telia is probably not the primarily player. Since Telia 
has about 50% of the market, the company is widespread around Sweden. Most of the 
customers within the mobile market are found in Northern Sweden where Telia possesses 
90% of the mobile market. This does not differ much if there is a private customer or a 
business customer within this market, but within the broadband there is a higher competition. 
This is because of the net coverage for mobiles where Telia has an advantage. Telia is strong 
both within the business and the private section. In the larger cities, the competition is greatest 
where Telia’s major advantage - the net coverage - does not play a critical role, nor the values 
that Telia stands for. In these big city areas there are high price competition.  
 
Telia has many long-term customers since the company has been on the market for a very 
long time, and the customers are not that movable. Robert Tjernström believes that Telia has 
the most long-term relationship and loyal customers in comparison to their competitors. He 
also says that Telia measures the customers in churn, i.e. how much of the customer base that 
changes from year to year. The greater the company is, the more the company has to focus on 
selling. Tjernström considers Telia to be a selling-focused company. Telia offers all kinds of 
services that have to do with communication, and Tjernström says that Telia offers the same 
products and services that are offered by the competitors. 
 
Telia has different distribution channels. The company has its own stores, retailers 
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(everywhere where cash cards can be bought), direct marketing, telemarketing, sellers, web 
and customer service. Telia’s selling on the website is limited. The company wants the 
customers to buy from the internet as much as possible, but still wants to keep the relationship 
with the customers and have the website as a complement. Telia has activities to attract the 
customers to enter the web, for example are prepaid customers rewarded when 
refilling/reloading online. All of the distribution channels have existed for a very long time, 
but since the market is fast changing the company also acquires new distribution channels. 
 
The size of the organization 
What distinguishes Telia as an incumbent firm is, according to Tjernström, that the company 
puts more money into marketing activities than other competitors within the mobile market. 
Telia is the most well known company and brand within its industry and the company has a 
strong brand image. Telia is known to stand for security, safety and to offer high quality 
products and services. The company is a trustworthy company with “a twinkle in the eye”, 
and the brand should not be considered old-fashioned and boring. All of Telia’s marketing 
activities within all areas; broadband and mobile, stand for security and trustworthiness.  
 
Telia has the largest sales force in Sweden and emphasizes presence with customers. It is very 
important especially on the business side where Telia builds personal long-term relationships 
and confidence. Telia is advantageous since the company is the largest actor on the market 
and therefore the most financially strong and has the most customers. 
 
Securing market share leader position 
Every company wants to find a position on the market, and what distinguishes Telia from the 
competitors is that the company stands for safety and security and has a trustworthy profile. 
However, according to Tjernström the margins between what every company stands for is 
very vague today. Telia wants to reach out to the mass-market where the most people can be 
found. Tjernström says that it is impossible to have a niche strategy for a company that wants 
to be the greatest on the market. Telia focuses on customer care and service and their vision is 
that the customer should be well treated, and to be taken care of. 
 
Corporate reputation 
Robert believes that Telia has a good reputation in general, and that people perceive the 
company as a safe, trustworthy company. On the other hand, he says that some people might 
not consider Telia to be a cool and hip company. It depends on who the respondent is. There 
will always be some people thinking that the company acts wrong or that other ways would be 
better, but in general Tjernström thinks that people have a positive view of Telia. In 
proportion to how big the company is, Telia receives the least percentage of customer 
complaints.  
 
Tjernström thinks that the attitude towards Telia might differ depending on what type of 
customer who is asked. Among people that are price sensitive, Telia will probably not have a 
good reputation. It might also differ among private customers and business customers, since 
business customers usually are more loyal and value relationships more than a private 
customer, especially the large business customers. The business customers are generally not 
that price sensitive.  
 
Robert Tjernström considers Telia to be a modern company. He says that Telia wants to be 
separated from the old brand name “Televerket” since Televerket was considered to be old-
fashioned and somewhat boring, and Telia wanted to reposition towards a more modern 
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brand.  Telia still does not aim to be the hip and cool company as some of the company’s 
competitors. Telia does not niche towards a narrow market, instead the focus is to reach out to 
the mass-market.  
 
Telia’s primary competitors within the mobile market are Tele2, Telenor, and 3, and within 
the broadband market, Bredbandsbolaget and ComHem. When Telia launches a new product, 
the competitors often react by reducing the price. Tjernström further says that hypothetically 
speaking, if Telia would lower the price, the competitors would act very fast and aggressively. 
Tjernström believes that other competitors have great respect for Telia, but that other 
companies might have opinions on their actions sometimes, but in general Telia is a respected 
company. He believes that the competitors sometimes might envy Telia. 
 
Telia’s stockowners are the shareholders, the Swedish government and the Finnish 
government as well as the fund owners. At present the expectations on Telia are if there will 
be a clearance sale or not. Tjernström believes that generally the expectations on Telia do not 
differ greatly from the expectations on other companies. The owners of the companies always 
look into their money. 
 
Difficulties meeting competitive actions when new technological innovations appear 
Telia is almost never first on the market and does not develop new products, but Telia adapts 
the products that already exist and then further develops that product or service. How the 
company acts in competitive situations depends on the situation. If there is a price change, 
TeliaSonera might react rapidly but if there is something technological it might take longer 
time to develop the product or service. In general, TeliaSonera reacts toward competitive 
actions within one month up to a year. Tjernström further states that new products or services 
often have a tendency to cannibalize on other revenues – which is a reason to why Telia does 
not focus on being first on launching new products. He says that there is no self-fulfilling goal 
to develop new services unless the customers are not demanding them. 
 
Telia does not develop any new technology. An example is Telia’s network which is 
developed by Ericsson. Telia uses suppliers that develop the technology and then buy it and 
use the technology. Telia has many partnerships with other companies, but these companies 
might not show to the end customer since the partners are mainly small actors. There are 
probably more affiliates on the broadband side than the mobile. The largest partners are IBM 
and WM data. Telia buys the technology from other companies, and then creates a package 
out of this and sells the whole package to the end customer. Telia has a strategy to cooperate 
with companies, and primarily companies on the business market. Telia has no plans of 
cooperating with competitors on the Swedish market.  
 
The company also has a long history on the market and therefore most knowledge and this 
can be an advantage. But there are also disadvantages; Telia can never be as fast as the small 
competitors when it comes to for example the decision-making processes. Tjernström believes 
that Telia’s competitors do not act very fast either. It is only the very small actors that have 
the possibility to have a fast decision-making and there are no such small competitors on the 
market.  
 
First-mover advantage 
Telia’s strategy is to be first on the market with only some specific chosen products, for 
example WLAN. The company’s strategy is to be first out with products and services that 
might be significant, and to adapt other products and services. On some important matters 
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they have to be first. Tjernström also says that there might be very small actors that are the 
very first on the market, but they are not significant actors in comparison to Telia. Telia 
primarily focuses on the actors that might be a threat. The benefits of being a follower on 
certain products and services are the cost; it is cheaper to be second on a market. One example 
the marketing cost, which is cheaper when the company is the second on the market. The 
company’s strategy to protect themselves towards the competitors is that they enthrone the 
good parts and what they are good at. Tjernström states that it is important to appear as a 
flexible company at the forefront.  
 
Creation of barriers to entry 
Telia does not have any strategies to keep competitors away from the market, but there is a 
plan on how to remain being the largest actor on the market. That plan includes continuing 
focusing on safety and to be price worthy. Tjernströms says that if the customers would focus 
solely on price, Telia will never be the cheapest option on the market. But in the long-run 
Telia aims to be the most price-worthy company.  
 
Since Telia has the largest network, the company exploits economies of scale and especially 
at a production-technological point of view even though other large costs, such as marketing 
activities, eats up this advantage. 
 
Dominance at the market 
Telia is an international player and acts on several markets; Sweden, Norway, Finland, 
Denmark, Latvia and Estonia. The company is a joint owner of companies in Turkey, Russia 
and Spain. Sweden is the largest market and the largest market after Sweden is Finland. 

4.1.3 RQ 2: How can the characteristics of a new entrant be described? 
Experience, market size 
The Cloud is a British Wireless Fidelity (WiFi) network operator offering wireless access in 
UK, Germany and Sweden and the company was founded in 2003. The Cloud has about 85 
employees of which 65 of them are placed in UK. The turnover was 92 million SEK last year. 
Since The Cloud is a B-to-B company and a network provider for other telecommunication 
operators and it does not have its own end-customer relationship. Instead The Cloud focuses 
on cooperating and building partnership with other well established companies and 
telecommunication operators. In Sweden The Cloud has a partnership with Telenor. The 
Cloud is the second largest WiFi operator in Sweden, next after Telia. In its home market UK 
it is the dominant player. In Sweden The Cloud covers around 300 so-called hotspots. The 
Cloud is an international player. 
 
Hi3G Access AB goes under the brand name 3. 3 is a 3G operator and offers mobile video 
and other mobile services in several countries in Europe and Australia. The company was 
founded in the year 2000 and has around 1200 employees and a net turnover of 3 142 million 
SEK. 3 has 671 000 subscribers on the Swedish market. The company aims to achieve at least 
25% of the Scandinavian mobile market. 3 does not offer WLAN hotspots, but instead 
focuses on offering mobile broadband through its recently developed Turbo 3G network. The 
net is based on the technology HSPA and provides the opportunity to get a wireless 
connection. 3 is an international player.  
 
Clue AB is a Swedish B-to-B company that works with activity- and program development. 
The company is active in Denmark, Norway and Latvia.  The focus is on development, 
maintenance and operation of data systems. Clue is active on the WLAN market and builds its 



Data Presentation 
 

27 

own hotspots throughout Sweden. The company was founded by Jonas Melander in 1989 and 
has around 8 employees.  
 
Limited financial resources 
The Cloud is a privately held company and the investors are 3i (25%), AccessPartners (25%), 
IBN (20%) Provider VenturePartner (7%) and the rest are owned by the founders and 
management.  
 
3 is owned by large investors, Hutchison Whampoa (60%) and Investor (40%). 
 
The Clue has no large financier, the company was founded by Jonas Melander is not quoted 
on the stock exchange.  
 
Competition consist of a series of moves to get a position 
The Cloud’s competitive strategy is to use a differentiation strategy; The Cloud is not 
connected to a specific operator. Hotel- and restaurant customers should be able to use its 
ordinary operator, then connect to The Cloud’s network and through that be able to use the 
Internet. On the Swedish market The Cloud is cooperating with another large player; Telenor. 
The Cloud is pushing for lower costs to use WiFi services in order to increase WiFi adoption 
and usage. The company is open for partnerships/cooperation with more companies on the 
Swedish market. Parts of The Cloud’s strategy consists of having an aggressive pan-European 
expansion. The plan is to expand to other European markets except for those already entered. 
 
In Sweden The Cloud’s hotspots exist on several railway stations, in all McDonald’s 
restaurants, in several hotels, airports and at Arlanda Express. The company has also built a 
wireless zone through the whole inner city in the Swedish city Karlskrona. The Cloud is 
aiming to cooperate with more municipalities/cities in Sweden. Cities that are interested in 
cooperating with The Cloud so far are Gävle, Linköping, Malmö, Båstad and Kristianstad.  
 
3 mainly uses price as a competitive tool by offering lower prices on mobile broadband 
subscriptions than its competitors. 3 is continually expanding its 3G network in Sweden and 
internationally.  
 
3’s Turbo 3G-covering is at present within Stockholm city, Gothenburg city, Malmö, 
Linköping and Karlskrona and the network is continually expanded. 3 has forecasted that 70% 
of the citizens will have access to the service before the turn of the year, for example in the 
suburbs of Stockholm in the summer of 2007, and later on in Lund, Vellinge, Lomma, 
Staffanstorp, Kävlinge Svedala and from Sturup to Vombsjön. There are different equipments 
for this service, i.e. 3’s own computer cards and a USB modem. 
 
Clue builds its strategy around the same philosophy as the Cloud: the network is open for 
operators to buy capacity and it is not connected to a specific operator. Clue’s competitive 
strategy is to offer cheap access to wireless networks. Clue targets primarily private 
consumers. According to the founder Melander, Clue wants to offer “the absolutely best 
consumer service within the wireless surf zones – good quality, a broad covering and a decent 
price”. 
 
Clue is open for other operators and also offers WLAN access for consumers through its own 
service Rover Rabbit. Clue’s overall strategy is to cover the cities: Stockholm, Gothenburg 
and Malmö with its wireless WLAN-network where internet providers and other companies 
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can buy capacity to offer their customers.  
 
No previous history and reputation 
The Cloud is a relatively new player on the Swedish market; it entered the Swedish market in 
2005, but the company was founded in 2003. One of its strengths according to an analysis 
made by Ovum (2006) is that The Cloud has a deep technical expertise within its industry and 
has an innovative approach to service development. Since The Cloud is a new entrant and 
mainly targets companies, the brand name is not well known for the mass market. The Cloud 
focuses on collaborating/partnering with other large established firms such as Skype, Vonage, 
Nintendo UK and local operators. In Sweden Ericsson is a key partner.  
 
3 entered the Swedish market in 2000 when the company received the 3G license to start 
building the 3G network. 3 launched its 3G services in 2003 and started selling its services 
and mobile phones. 3 is currently in a very expansive phase and puts large financial resources 
on building a brand awareness and has offensive sales activities in different communication 
channels. Other competitive actions include cooperation/partnering with other companies. The 
Turbo 3G network is developed in cooperation with Ericsson. Internationally 3 has other 
types of agreements, for example a joint venture together with Vodafone called 3GIS. There 
are also plans to cooperate with Skype. 
 
Clue started building a public wireless area around the Swedish West coast (from Strömstad 
to Långedrag) with around 30 hotspots in 2004. Among Clue’s customers are large companies 
such as Volvo, ABB, Telia, Max Matthiessen, Skandia, TV4, Scania and Apple computer. 
 
Reactive approach/act as an incumbent 
The Cloud is a WiFi operator which provides access to a sophisticated WLAN network 
covering over 7000 hotspot locations throughout the UK, Germany and Sweden. The Cloud 
installs and manages a carrier grade, Intel certified wireless networks in public locations. The 
network covers the key locations where consumers demand access such as airports, railways 
stations, hotels, business centres and coffee shops.  
 
The Cloud’s vision is “to build Europe’s largest and most versatile broadband network for 
consumers and companies”. According to Cloud’s CEO Steve Nicholson (Dagens Industri, 
2007) the Cloud’s vision for the Swedish market is to win over Telia within the next one or 
two years and the ambition is to build a network of 3000 hotspots in Sweden within the next 
two years.  
 
3’s vision is to be pioneers for a better mobile life and the business concept is to strive to be a 
leader on mobile services that demands high speed for example video communication and on 
downloading programs or large files. 
 
WiFi operator Clue is to expand its network of hotspots in the Swedish capital Stockholm 
from 50 to 175. The expansion is in cooperation with ReitanGroup, which runs the 7-Eleven 
and Pressbyrån convenience store chains. The expansion plans in Stockholm are part of the 
company's plans to set up a total 2,500 hotspots together with Reitan in Sweden, Denmark, 
Norway, and Latvia. 
 
Concentrated on smaller market niches instead of the wide market 
The Cloud targets consumers and business customers as well as mobile operators. The Cloud 
uses a differentiation strategy since the network is not connected to a specific operator. 
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Instead Cloud’s network is open for all operators to use. Much focus is therefore put on 
cooperation with other large actors. Hotel- and restaurant customers for example should be 
able to use its ordinary operator, then connect to The Cloud’s network and through that be 
able to use the Internet. The Cloud builds its own network and has a deep technical expertise 
within its area. 
 
3 targets business customers and consumers. 3 also uses a differentiation strategy by having a 
vision to be pioneers within mobile communication and the focus is put on 3G services such 
as video communication and downloading programs and large files. 3 was first on the market 
to launch Turbo 3G network for the usage of mobile broadband. 3 is, as well as The Cloud, 
concentrating on cooperating with other large companies. 3 builds its own 3G network 
continually all over Sweden and was recently awarded by the Swedish magazine Mobil for 
the best 3G network in Sweden. 
 
Clue targets consumers and business customers as well as mobile operators that use WiFi-
access for its services. Clue aims to be a rapid, dynamic and result focused company. The 
company has a technical knowledge and experience.  
 
Forced to face barriers to entry 
According to Ovum analysis (2006) The Cloud will require further investment to sustain its 
aggressive pan-European strategy and it is likely that the company will need additional 
funding to fulfill its ambition. Other barriers to entry include the competition from other large 
mobile operators that build their own public WLAN networks and might limit Cloud’s 
ambition to reach all distribution channels.  
 
3 has, since the entering on the Swedish market, still not been able to reach break-even. The 
company has every year been suffering from a huge loss-making. Thanks to strong financiers 
(Investor) 3 has been able to stay competitive. 3’s focus is to attract customers from the other 
mobile operators. 3’s 3G network is well developed in Southern Sweden, less developed in 
the middle of Sweden and very limited in Northern Sweden.  
 
In contrast to 3, Clue does not have a large investor to back it up. The company is in the 
build-up phase of the WLAN hotspot expansion.  
 
Multimarkets 
The Cloud acts on the following markets: Sweden, UK, and Germany. 3 is an actor in 7 
countries; Italy, UK, Ireland, Denmark, Sweden, Austria and Australia. The Clue acts on 
several markets; Sweden, Denmark, Norway and Latvia. 
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5 Data Analysis 
In this chapter, the theories presented in the conceptual framework presented in chapter two 
will be compared with the empirical findings from the case study presented in chapter four. 
For both research questions a within-case analysis was conducted to analyze the data. 
 
As presented in chapter three the data will be clarified according to Miles and Huberman’s 
(1994) three steps; data reduction, data display and conclusion drawing/verification. The 
sections start by a data display over each research question in order to simplify the findings 
and comparisons. Furthermore the data will be reduced and compared in order to find patterns 
to draw conclusions. 

5.1 Analysis of RQ 1: The Characteristics of an Incumbent Firm 
In order to simplify the analysis, this section starts by a data display over the findings for 
research question one and the characteristics of an incumbent firm. This is shown in Table 4. 
Table 4. Within-case analysis of the Characteristics of an Incumbent Firm 

 
Theory 

 

 
Empirical Data 

 Has established market contacts  
                      - Loyal customers 
                      - Established distribution channels 
                      - Previous knowledge about the market 

+ 

 The size of the organization 
                      - Large financial resources 
                      - Large corporations 

+ 

 Securing market share leader position  
                       - Market share  
                       - Market size  
                       - Market growth  

+/- 

 The corporate reputation 
                      - Brand image 
                       - Stakeholders expectations 
                       - Stronger competitive reactions  
                   towards a company with a good reputation 

+ 

 Difficulties meeting competitive actions when 
new technological innovations appear 

                       - Focusing on established technology 
                       - Tendency to inertia 

+/- 

 First-mover advantage 
                        - Competitive advantage by being first  
                           on the market 

+/- 

 The creation of barriers to entry 
- Economies of scale 
- Switching costs 

+ 

 Dominance on the market 
                        - Multimarkets 

+ 

 
Codes: 
+ Data coincide with theory 
- Data do not coincide with theory 
+/- Data somewhat coincide with theory 
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Established market contacts 
Established market contacts are important and were supported in the empirical findings. 
Oxford reference (2007) defines an incumbent firm as a firm that already has a position in the 
market as well as established market contacts. Similar findings are made by Srinivasan et al. 
(2004) where they discuss the advantages by being an incumbent since it has knowledge 
about the market as well as a strong brand with established customer relationships. These 
findings are supported in the empirical research where the sample-company states that it has a 
long history and sufficient knowledge of the market which can be advantageous. The sample-
company also has a broad customer base within both the private- and the business section and 
the company probably has the most long-term customers in comparison with its customers. 
The sample-company is targeting the mass-market and therefore reaches a large part of the 
market. In certain parts of Sweden they it has as much as 90% of the market shares within the 
mobile market. D’Aveni (1994) suggests that one advantage of being a first mover is that it 
can benefit from the monopoly situation and this gives it time to establish distribution 
channels. This coincides with the empirical findings since the sample-company earlier was a 
monopolist, and due to that has established distribution channels.  
 
The size of the organization 
The size of the organization plays a significant matter and the sample-company has very 
strong financial resources, have a large employee- as well as customer base, a large sales 
force, a large extent of the market shares and a broad market. The benefit of being a large 
company is that more money can be put into marketing activities in comparison with others. 
This coincide with the theory where Robinson (1988) and Lin et al. (2002) state that size is an 
important character of an incumbent firm because they have financial resources to exploit. 
 
Securing market share leader position 
Fontana and Nesta (2006) as well as Ferrier et al. (1999) and Gimeno (1999) state that 
incumbents often want to secure market share leader position, rather than act with aggressive 
moves. This is somewhat supported with our sample-company where the company says that 
every company wants to find a position on the market and the sample-company wants to 
position itself as a safe, secure and trustworthy company. It depends on the situation whether 
the sample-company acts fast/aggressively or not. For example if there is a price change the 
company might act fast and aggressively, but if there is a technological change, it might act 
slowly. Furthermore, the sample-company has a strategy to be the largest actor on the market, 
and also to focus on safety and to be price worthy. Shankar (1999) states that market 
dominance is an important factor when deciding competitive strategies. This corresponds with 
the sample-company which has the majority of the Swedish market shares.  
 
Another factor that is discussed by Shankar (1999) is the market growth rate, if the market 
growth rate is fast, there is more at stake and therefore the incumbent will act more 
aggressively. This corresponds to some extent with the empirical findings because the market 
is very fast-changing but the company only acts aggressively on certain specific issues, in 
general the incumbent does not act aggressively. Furthermore, Fontana and Nesta (2006) 
discuss that incumbents often want to reach the mass-market rather than niche into more 
narrow markets. This finding is supported in the empirical findings since the sample-company 
focuses on the average mainstream and the mass-market in order to reach as many people as 
possible. The company does not focus on being first on the market since new products often 
have a tendency to cannibalize on other revenues. This is also supported in the theory where 
Hill and Rotaermel (2003) state that incumbent firms invest less money due to cannibalization 
of their own products. 
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Corporate reputation 
Cheah et al. (2007) state that corporate reputation has a significant matter for a company in 
the long-run. This corresponds with the sample-company where they consider themselves to 
be the most known company and brand within the industry and that they have a strong brand 
image. The company also has many long-term loyal customers. The sample-company is 
known to be a secure, safe brand that offer high quality products and services, furthermore 
they consider themselves to be a trustworthy company with “a twinkle in the eye” and not an 
old-fashioned boring brand. The company perceives itself to have a good reputation in general 
and that people have a positive view of the company. On the other hand that might depend on 
who the respondent is and what that person values. Lin et al. (2002) state that incumbents 
with a good reputation do not need to act aggressively. This can be compared to the sample-
company where the interviewee discusses that the company is just first on the market with 
certain chosen products, but mostly already existing products and services are adapted. The 
company does not act aggressively in general, but instead the core competencies are 
enthroned.  
 
Cretu et al. (2007) state that corporate reputation has to do with the stakeholders expectations 
of the firm. The stakeholders’ expectations on the sample-company are at present if it will be 
a clearance sale or not. The company says that the current stakeholders’ expectations are 
fulfilled. Debruyne et al. (2002) discuss that the corporate reputation among competitors is 
significant on the competitor’s reactions and that competitors’ react with more aggressive 
actions if the company has a reputation of being successful. This can be compared with the 
sample-company where they say that the competitors often react rapidly on price pressures. 
According to the sample-company the competitors will react very fast and aggressively if the 
price would be lowered. Furthermore, the company believes that their competitors have great 
respect for them.  
 
Difficulties meeting competitive actions when new technological innovations appear 
Hill and Rothaermel (2003) discuss that incumbent firms often have difficulties meeting 
competitive actions within technology which might decrease their sales. This is supported in 
the empirical findings since the sample-company argues that there are some disadvantages by 
being a large actor, and this is the fact that they can never be as fast as the small competitors 
on the market, in for example the decision-making process. However, the sample-company 
believes that the other competitors do not act very fast either, and that it is only the very small 
actors that have the possibility to act rapidly. The company says that there are no such small 
competitors on the market that are considered as threats to the sample-company.  
 
Hill and Rothaermel (2003) discuss that incumbent firms focus on established technology. 
This coincides with the empirical findings since exiting technology is relied on and often 
adapted. However, the sample-company mostly adapts already existing products and services 
and for the most part does not develop new products and services. Srinivasan et al. (2004) and 
Ferrier et al. (1999) state that incumbent firms often contribute to technological inertia and 
decline when they rely on their existing technology. This corresponds somewhat with the 
empirical findings since the sample company only develops new products or services 
occasionally. However, the sample-company sometimes launches its own new products or 
services that are not yet on the market and mostly adapts current technology and therefore the 
company does not contribute to technological inertia. 
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First-mover advantages 
Ferrier et al. (1999) state that market share leaders have first-mover advantages. This 
somewhat corresponds with the empirical findings in the parts where the sample-company is 
the first with products or services on the market. But as earlier mentioned the company is 
mostly not first on the market, and therefore the theory is not completely supported. The 
benefits however, of being a follower is according to the sample-company the less cost it 
brings. 
 
Barriers to entry 
Porter (1980), Gatignon et at (1990) and Ferrier et al. (1999) argue that there are barriers to 
entry for a new entrant where market share leaders often have an advantage. Porter (1980), 
D’Aveni (1994), Gatingnon et al. (1990) and Ferrier et al. (1999) discuss that economies of 
scale is a barrier to entry since they have the opportunity to produce in a large scale. This 
theory supports the empirical findings where the sample-company exploits economies of scale 
and especially from the production-technological point of view. Because of this, the company 
is supposed to have cost advantages, but due to large costs such as marketing activities, this 
eats up this advantage. Another barrier to entry is high switching costs which are discussed by 
D’Aveni (1994). This corresponds with the empirical findings since the sample-company 
exploits periods of commitment and once-for-all payments. 
 
Dominance at the market 
Shankar (1999) argues that the incumbent’s reaction might depend on the dominance at the 
market and if the incumbent acts on several markets, and if it does, the incumbent might react 
modestly. This is supported in the empirical findings since the sample-company acts on 
several markets and therefore there is more room for other actors. Furthermore Shankar 
(1999) states that if the market growth rate is fast there will be a higher chance that the 
incumbent will react with retaliation. This corresponds with the empirical findings where the 
market is fast changing and therefore there is a need for reactions, and the sample-company 
reacts by adapting current technology and further develops it. 
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5.2 Analysis of RQ 2: The Characteristics of a New Entrant 
In order to simplify the analysis, this section starts by a data display over the findings for 
research question two and the characteristics of a new entrant. This is shown in Table 5. 

Table 5. Within-case analysis of the Characteristics of a New Entrant 

 
Theory 

 

 
Empirical Data 

 Experience, market size  
                          - No previous knowledge about the  
                            market 

 
+/- 

  Limited financial resources  
         

+/- 

  Competition consists of a series of moves to get a 
position  

                          - Strive to gain market share 

 
+ 

 No previous history and reputation  
                         - Unknown brand image 

+/- 

  Reactive approach/act as incumbent  
                          - Improve products and services and  
                            imitate incumbents 
                         - New entrants will exploit new  
                            technology 
                         - Develop established technology 

 
 

+/- 

 Concentrated on smaller market niches instead of 
the wide market  

                          - Avoid direct competition by  
                            differentiation 
                         - Differentiation strategy 

 
+/- 

 Forced to face barriers to entry  
                        - Economies of scale 
                        - Product differentiation 
                        - Capital requirements (invest in new  
                           equipment) 
                        - Switching costs 
                        - Access to distribution channels 
                        - Cost disadvantages independent of  
                          scale 
                        - Government policy 

 
 
 

+ 

     Multimarkets 
                        - Might get retaliation from incumbents 
                            on several markets 

- 

Codes: 
+ Data coincide with theory 
- Data do not coincide with theory 
+/- Data somewhat coincide with theory 
 
Experience, market size 
In the literature, Shankar (1999) discusses that experience and market size might affect the 
new entrant’s spending on marketing activities. When it comes to experience, neither of the 
new entrants have been on the market as long as the incumbent and have in comparison 
limited experience on the market. However, 3 entered the Swedish market first of the three 
subunits used for the second research question in this chapter, and can therefore be considered 
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as the one with the most experience in the market. 3 also cooperates with other actors on the 
market and can therefore obtain experience from them. Clue entered at the same time as The 
Cloud and can be considered to have limited experience of the market due to that. Even 
though The Cloud is a fairly new player on the Swedish market, the company is considered to 
have a deep technical expertise within its industry and to have an innovative approach to 
service development.  
 
Shankar (1999) states that if there is high certainty of the market, new entrants tend to spend 
more and if the market is large, there are higher offers for revenue and there will also be more 
room for marketing activities in order to penetrate the market. New entrants on a fast growing 
market tend to spend more because there is more to gain, and also because there might be 
other new entrants that want to gain market shares as well. Among the new entrants, 3 is the 
one which puts most money into marketing activities in order to gain market shares. But on 
the other hand, 3 is in comparison to The Cloud and Clue, targeted towards the end customer 
whereas the other two players are net providers. The telecommunication market is starting to 
reach saturation and due to that existing mobile operators have to spend large amounts of 
money on marketing activities to stay competitive on the market. 
 
Limited financial resources 
According to Robinson (1988) a new entrant often does not have as strong financial resources 
as an incumbent firm and therefore might be bullied out of the market. Debruyne et al. (2002) 
state that smaller companies often use an avoidance strategy when competing with incumbent 
firms due to their limited financial resources. The empirical findings correspond with the 
theory in the sense that the Cloud and Clue both have limited financial resources in 
comparison with a large incumbent. 3 differs from the other two in the sense of having access 
to a higher amount of financial resources due to its strong financiers which back the company 
up. Large firms with superior resources and high quality products are more likely to put more 
money into marketing activities than new entrants. The empirical findings show that this 
might be true for the smaller actors, The Cloud and Clue, which do not have the financial 
resources. Both The Cloud and Clue have concentrated on collaborating/partnering with large 
firms to be able to reach out to the end customers. 3 on the other hand, is a company which 
has very strong financiers and that is also shown in 3’s marketing activities where the 
company has a very aggressive marketing strategy. 
 
Competition consists of a series of moves to get a position 
Fontana & Nesta (2006) claim that for a new entrant, competition consist of a series of moves 
and getting a position, rather than defending a position. The theory corresponds with the 
empirical findings since all three new entrants are focusing on gaining more market shares 
rather than defending their existing ones. The Cloud and Clue are focusing on expanding their 
network of WLAN hotspots throughout Sweden with emphasis on the larger cities Stockholm, 
Gothenburg and Malmö. 3 focuses on continually expanding its 3G network and the 
expanding of Turbo 3G. All three companies have aggressive international expansion plans.  
 
No previous history and reputation 
According to Das and He (2006) new entrants do not have a history record and reputation as 
incumbent firms do. This creates uncertainty about different factors such as quality, and 
because of this, those firms often cooperate with established firms in order to achieve this. 
Other strategies include focusing on consumption and creating new markets.  
 
The Cloud and Clue are typical small new entrants which, not yet, have a reputational 
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advantage. Both of them have, as stated in the theory, focused on collaborating with large, 
established firms. The Cloud focuses on collaborating/partnering with other large established 
firms such as Skype, Vonage, Nintendo UK, Ericsson and local operators. Among Clue’s 
customers are large companies such as Volvo, ABB, Telia, Max Matthiessen, Skandia, TV4, 
Scania and Apple computer. 3 is a more known brand among consumers, primarily because of 
its aggressive marketing activities. Even though the brand is more known, the company is 
cooperating with other companies. The Turbo 3G network is developed in corporation with 
Ericsson. Internationally 3 has other types of agreements, for example a joint venture together 
with Vodafone called 3GIS. There are also plans to cooperate with Skype. 
 
Reactive approach/act as an incumbent 
In the theory it is stated that small actors often undertake a reactive approach and may act as 
the incumbents on the market (Beverland & Lockshin, 2004). The authors further state that 
small actors tend to lean towards a more niche approach. The same conclusion is mentioned 
by Hill and Rothaermel (2003) when they state that new entrants often focus on small, out-of 
the-way market niches. They further mention that new entrant do not have to battle internal 
forces of inertia and will have an advantage by exploiting the new technology and therefore 
rise to market dominance (ibid). 
 
The empirical findings shows that at least The Cloud and 3 are comparing themselves to the 
market leader and both of the companies strive to grab market shares from the incumbent 
firm. The Cloud has high ambitions and its vision is to be the leading company on the WLAN 
market within two years. The Clue holds a lower profile and is more a company that acts in 
silence rather than shouting out their visions. The Cloud has been expanding rapidly in 
Sweden and internationally which corresponds to the theory which says that new entrants do 
not have to struggle with internal forces of inertia. 3 promotes itself as pioneers within its 
industry. All three new entrants do not act thoroughly as the incumbent competitor. The 
difference is that the new entrants focus on niche areas, whereas the incumbent competitor 
instead offers all services that the new entrants do and also additional services that are not 
offered at all by the new entrants. The new entrants are to some extent developing new 
technology; since 3 was first to launch the technology Turbo 3G, and The Cloud and Clue are 
developing some technology and exploiting other technologies.  
 
Concentrated on smaller market niches instead of the wide market 
Debruyne et al. (2002) say that smaller firms often use an avoidance strategy. The avoidance 
strategy consists of finding more creative ways of competing since they have limited 
resources. That could include finding particular niches or launching radical innovations. Hill 
and Rothaermel (2003) claim that new entrants often can focus on out-of-the-way market 
niches and grow with those niches. The same conclusion is mentioned by other authors 
(Beverland & Lockshin, 2004; Fontana & Nesta, 2006) when they say that small actors tend 
to lean towards a more niche approach. Covin et al. (1999) state that the usage of a 
differentiation strategy often is used in order to avoid direct competition.  
 
The theory is somehow corresponded with the empirical findings. The Cloud uses a 
differentiation strategy since its network is not connected to a specific operator, instead The 
Cloud’s network is open for all mobile operators to use. That means that except for targeting 
the mass market, also mobile operators are targeted. 3 is also using some kind of 
differentiation strategy. 3’s vision is to be pioneers within mobile communication and the 
focus is put on 3G services such as video communication and downloading programs and 
large files. 3 was first on the market to launch Turbo 3G network for the usage of mobile 
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broadband. This means that 3 is focused on a specific niche, but on the other hand are the 
services offered by 3 also offered by all the other large mobile operators. Clue has the same 
target groups as The Cloud has. The primarily differentiation strategy lies in that both Clue’s 
and The Cloud’s networks are not connected to a specific operator, instead the networks are 
open for all consumers and operators to use.  
 
Forced to face barriers to entry 
The Cloud as well as Clue do not have any strong financiers to back them up. According to 
Porter (1980) capital requirements is one barrier to entry. The Cloud will require further 
investment in order to sustain its aggressive pan-European strategy. 3 on the other hand has 
few financial limitations due to its strong financiers. However, 3 has to face another barrier to 
entry; namely economies of scale. 3’s incumbent competitor has a well developed network 
throughout Sweden. 3’s network is not yet fully developed since there is a limited coverage in 
especially the Northern part of Sweden. The Cloud and Clue are not facing this barrier since 
they have well developed WLAN networks, however they might have to face the barrier of 
economies of scale in different ways. The new entrants are facing governmental restrictions, 
since the authorities control the competition. All actors have to face the barrier of switching 
costs. The other barriers to entry mentioned earlier; product differentiation, cost disadvantages 
independent of scale are barriers that we could not find any connections with the empirical 
research. 
 
Multimarkets 
Shankar (1999) states that a firm’s entering strategy might depend on if the new entrant 
already competes with incumbents in other markets, and by that have multimarket contracts. 
Because if a firm adapts a forcefully strategy it might get retaliation on not only that market 
that the firm is entering, but also by incumbents in the other market that the firm is competing 
in.  
 
The Cloud and Clue are not active on any other market that the incumbent firm is active on. 
The firms focus solely on the WLAN expansion in Sweden and in some other countries as 
well. 3 on the other hand offers other similar services as the incumbent firm in other markets 
as well. But there are no connections to retaliation actions found.  
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6 Findings and Conclusions 
In the previous chapters empirical data were presented and compared to the theories with an 
analysis. In this chapter, the findings and conclusions of this thesis will be presented. In this 
chapter the research questions stated in chapter one are also intended to be answered. 
Thereby a discussion whether the purpose of this thesis; to gain a deeper understanding of 
how incumbent firms versus new entrants compare in a competitive environment, was 
reached. The research questions will be presented separately and will be answered in 
different sections. In the end of this chapter implications for management as well as 
implications for theory and future research will be presented. 

6.1 How can the Characteristics of an Incumbent firm be Described? 
This study found that established market contacts are a significant characteristic for an 
incumbent.  
 
First of all, the incumbent firm has created long-lasting relationships with customers as well 
as suppliers and lines of distribution. Since the incumbent has had these relationships for such 
a long time it is trusted and considered to be safe and trustworthy.  
 
Secondly, an incumbent firm has established technology and an excellent technological 
expertise. This makes it easier to keep up with new technology since the company knows the 
rules in the market and has knowledge of how to react in different situations. The incumbent 
has a solid market strategy in order to keep the position as a market leader. Its strategy is to 
reach out to the mass market rather than focusing on a niche strategy.  
 
Thirdly, an incumbent firm has a well established brand, and since the company has been on 
the market for a very long time, it is wide known nationally as well as internationally.  
 
Additionally, the study found that the size of the organization is a factor that will affect how 
long a company will stay in the market. The chances that a large firm will remain on the 
market are larger than for a smaller company. Since an incumbent firm has strong financial 
resources which can be put on aggressive marketing campaigns, it can keep the awareness in 
people’s minds to a large extent. The incumbent has large assets of employees, customers as 
well as a large sales-force that can keep and gain new important relationships with customers.  
 
It was also found that an incumbent firm does not act with very aggressive moves unless it is 
necessary. Instead the focus lies in further strengthening the position as a market share leader, 
such as to position itself as safe, secure and trustworthy. This inclines waiting instead of 
performing non-carefully planned actions. This is especially significant when it comes to 
technology; an incumbent will rather wait in order to develop the product and have it perfect 
when it reaches the market. An incumbent firm might react fast if there is a price change. The 
telecommunication business is a very fast changing business and previous findings have 
shown that in businesses where there is a high market growth rate, the actors will act 
aggressively. However, the findings in this thesis prove that there are only aggressive actions 
within certain areas. It was also proposed that an incumbent targets a wider market instead of 
a niche segment. This was found to be proved in this research where the sample-company 
targets the mass-market in order to reach a many people. There is no need for an incumbent 
firm to use a niche strategy since it has resources to reach the mass-market. An incumbent 
firm is often not first on the market with products, and a significant answer to this issue is that 
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new products might cannibalize on existing products. 
 
It was found that incumbents sometimes have difficulties in meeting competitive actions 
within technology. A large company has more steps to take before the product can be 
launched than a smaller company does, and there is a long decision-making process before 
that. Additionally, it was found that incumbents rely on their already existing technology. 
This might depend on the fact that it is harder for a large company to react and make 
decisions in order to fully thoroughly launch a new product. However, sometimes the 
incumbent launches new products, but mostly the company lets someone else launch it and 
then it will adapt and develop current technology. This however, does not coincide with 
previous findings where new entrants exploit new technology and might differ from case to 
case. 
 
 This gives the incumbent time to think through and further develop the product and 
technology. This is a cheaper alternative, since there will be less research and development 
costs, as well as marketing costs to make people aware of the product and the functions of it. 
The incumbent can then put strong financial efforts in order to make the new product even 
better. This strategy keeps the incumbents from suffering from technological inertia, since 
they develop already existing products and services.  
 
An incumbent firm has first-mover advantages in the situations where it is first on the market. 
On the other hand, it can be concluded that the incumbent often does not act first, and can 
therefore not benefit from first-mover-advantages. However, this does not correspond with 
previous findings and can therefore vary from case to case. 
 
The advantage of having previous knowledge about the market creates barrier to entry for 
others. This is because an incumbent has already established contacts and it takes time, money 
and effort to switch to another supplier. Economies of scale is one factor that makes an 
incumbent advantageous since it has very large network-capabilities and can therefore benefit 
from that. Another barrier is the switching costs that arise for the incumbent. The business 
customers value longtime-relationships and safety, therefore it takes much for them in order 
to switch to another brand. For a private consumer it is less complicated to switch to another 
brand. There is no need for thorough calculations before a switch is made. However, since an 
incumbent firm within the telecommunication industry usually has periods of commitments, it 
makes it harder for a customer to switch to another supplier.  
 
Additionally, the incumbent has once-for-all payments and the customer might not want to 
spend additional money since he/she has spent a once-for-all cost. However, the other actors 
on the market also have this kind of barrier, since they as well have commitments and once-
for-all payments. But the customer might not want to pay even more of these costs to switch. 
There has to be superior offer before the customer will switch to another brand. Another 
barrier that makes it difficult for other actors to enter is capital requirements, where the 
incumbent has very strong capital assets and has more money to invest in technology. Due to 
that the incumbent firm is more solid and resistant to changes and set backs. There is also a 
barrier to entry due to the governmental issues. Since the government still owns a large part of 
the company, the sample-company might have advantages compared to the competitors such 
as trustworthiness and financial support. 
 
Finally, the research found that the incumbent firm considers itself to act non-aggressively. 
On the other hand the sample-company spends large resources on marketing activities and it 
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has a very large sales-force, hence the company might be considered to act aggressively when 
it comes to defending its position. 
 
Thus it can be concluded that: 

• Market contacts and market knowledge are important and significant characteristics of 
an incumbent since an incumbent firm has loyal customers, and therefore an 
established customer-network.  

• An incumbent firm has established distribution channels where the suppliers and the 
incumbent have had a relationship during a long time.  

• An incumbent firm has previous knowledge of the market and knowledge of how to 
react on competitive moves, for example new products. 

• A large company has stronger financial resources and can therefore put more money 
into marketing activities in order to keep the position as a market leader. 

• An incumbent with a good reputation focuses on long-term relationships and to keep 
its customers.  

• An incumbent firm with a market share leader position has an aggressive pro-active 
approach in the sense of putting a huge amount of financial resources on a large sales 
force and massive marketing activities. 

• Large incumbents have difficulties to act rapidly in certain situations due to a slow 
decision-making.  

• Technology might take some time to be developed and therefore other actors can act 
before the incumbent firms.  

• Incumbents often benefit from economies of scale, since these companies have strong 
financial resources and can produce in a large scale. 

• Incumbent firms benefit from switching costs since they have been on the market for 
such a long time and have therefore loyal customers who have to face switching costs 
if they want to change to another supplier. 

• Dominancy on the market is a characteristic that incumbents possess due to an 
established brand and that they act on several markets. 

6.2 How can the Characteristics of a New Entrant be described? 
The findings of this research prove that new entrants have modest financial resources and 
therefore might not be that powerful on the market. Due to limited financial resources, the 
new entrants have less money to spend on marketing activities and other brand establishing 
activities. Additionally, new entrants have modest experience since these companies have 
been on the market for a limited time. However, new entrants tend to have a strategy to 
cooperate with other actors on the market. There can be cooperation with other actors with 
sufficient experience in the market or with companies that have strong technological expertise 
that can strengthen the new entrant’s competitive position on the market. Our empirical 
findings showed that one of the new entrants was owned by a large investor, which is another 
way of coming around the problem of limited financial resources. Due to the fact that the 
company has a large financier to back it up, more money is also put on brand establishing- 
and marketing activities. That results in the fact that the new entrant with more financial 
resources is a better known brand than the other new entrants. On the other hand the other 
new entrants are not focusing on the end-customer, and hence they are not known within the 
mass-market.  
 
The study found that the new entrant seeks to gain a position on the market and has expanding 
and international-growth plans in order to gain more market shares. New entrants need to 



Findings and Conclusions 
 

41 

have a niche strategy and have to offer the customer something different compared to the 
incumbent competitor. It is not enough to offer similar products and services as other actors in 
the market due to switching costs, low brand awareness and a limited market experience. 
 
New entrants were found to have a limited history and reputation. Since potential customers 
are not aware of the brand and therefore are suspicious of the quality, functions etc, that might 
create a drawback for the new entrants. Due to this, new entrants tend to cooperate with other 
actors that possess these factors in order to establish their position on the market. 
 
Findings in this thesis prove that new entrants tend to take a reactive approach and want to 
achieve market shares from the incumbents. However, since these companies often use a 
niche strategy they tend to act more aggressively when it comes to new technology and 
improving the technology. New entrants strive to offer products that competitors do not have. 
They also have to be more aggressive when it comes to strategies; they have to find unique 
competitive actions. 
 
In order to compete in a market that is fast changing, there is a need for new entrants to offer 
something new and different from the competitors. Findings prove that new entrants tend to 
approach a more differentiated strategy and focus on specific niches. This is in order to 
penetrate the market and gain market shares from the incumbents.  
 
Findings in the research showed that new entrants tend to face barriers to entry. Capital 
requirements is one factor, where there is a need for the new entrant to have financial assets in 
order to market themselves and put money into creating brand awareness. There is also a need 
to have capital to invest in research and development. With limited financial resources a 
company cannot compete in a fast changing market. Economies of scale is another barrier to 
entry since the new entrants do not have extended networks all over Sweden and therefore 
they cannot reach out to everyone. This relates with the barrier of financial assets, if they do 
not have capital, they cannot build more networks. Switching costs are another barrier facing 
new entrants. Since the incumbents are well established there is a need for additional costs to 
switch to a new entrant instead of staying where money is already paid for.  
 
In the research it was found that the new entrants in general do not compete on other markets. 
This might have to do with the fact that if they would, there might be retaliation from the 
incumbents towards that action since competitors can be more aggressive if companies 
compete in multimarkets. A new entrant might have to be very solid, both financially and 
have strong brand awareness in order to compete in multimarkets, because otherwise 
incumbents might put a lot of effort in order to keep them from the market since there will be 
less room for actors in that situation. 
 
Thus, it can be concluded that: 

• Our study found that new entrants have limited experience and resources.  
• New entrants tend to have an aggressive expanding strategy in order to gain more 

market shares from other actors in the market rather than defending the existing 
market position. 

• If a new entrant does not have large financial resources it has low brand awareness due 
to limited marketing activities.  

• New entrants often focus on the smaller market niches instead of the mass-market.  
• New entrants are facing the barriers to entry, economies of scale, due to limited 

financial resources. 
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• New entrants have limited capital requirements that reduce their efforts to spend 
money on research developments and investments.  

• Due to switching costs the new entrants are forced to put a lot of effort into marketing 
activities in order to make the customers switch to their products. 

• It might be risky for a new entrant to enter markets where the incumbents act on 
multimarkets due to the risk of being forced out of that market. 

6.3 Implications for Theory 
The purpose of this thesis has been to gain a deeper understanding of how incumbent firms 
versus new entrants compare in a competitive environment. This research has illustrated the 
characteristics of an incumbent firm and a new entrant. There has been a lot of previous 
research within this area and the intentions have been to answer the research questions as well 
as the overall purpose, but also contributing to previous research. In our findings and 
conclusions we found that there are many aspects that strengthen previous research, but there 
have been additional findings in the research that have weakened the theories.  
 
Firstly, previous theories state that incumbent firms strive to secure market share leader 
position rather than act with aggressive moves. This statement is true in certain situations, but 
it is not a rule. An incumbent firm, as well as other actors on the market, wants to secure its 
position. Depending on the competitors’ moves, the incumbent firm might react rapidly 
sometimes and slowly in other situations. Secondly, previous theories say that incumbents 
have difficulties to meet competitive actions to technological innovations and that they have a 
tendency to inertia. This proposal was weakened in the research since the incumbent mostly 
adapts current products and services and improves the technology, which often is a cheaper 
option than developing new products. Thirdly, in previous theory it is discussed that 
incumbents benefit from first-mover advantages. In our research it was found that the 
incumbent was mostly not first on the market with new products and services and therefore 
cannot benefit from this. On the other hand, the empirical findings showed that the incumbent 
firm deliberately chooses to be first on the market with some specific products and services 
that are considered to be valuable to invest in; hence a first-mover advantage is achieved for 
that specific area.   
 
In the theories it is further discussed that new entrants have limited experience and resources 
and that larger firms are more likely to put more money into marketing activities than smaller 
new entrants. In our research this discussion was generally supported, but partly weakened 
since one of the new entrants has a large financier to back it up; hence that company has more 
money to put on marketing activities than the general new entrant. Additionally, it is stated 
that new entrants have no previous history and reputation and an unknown brand image. The 
theories are partly weakened since the new entrants tend to cooperate with actors that possess 
these assets. Furthermore, previous theories state that new entrants tend to have a reactive 
approach and act as the incumbents in the market. This weakens the theory since the new 
entrants are differentiated and are targeted towards niche segments. The theories also propose 
that the new entrants concentrate on small niches instead of the wide market, and also 
approach a differentiation strategy. This partly weakens the theory since there are other actors 
in the market that offer similar products and services; hence the new entrants are not 
thoroughly differentiated. Finally, the theories state that new entrants fear to enter markets 
where the incumbents have multimarket contracts. We did not find any connections to this in 
our research, so we cannot make a statement whether the theory is weakened or not. 
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6.4 Implications for Managers 
In this thesis the characteristics of an incumbent firm, as well as the characteristics of a new 
entrant were described. In the empirical section an incumbent firm and new entrants within 
the telecommunications industry have been investigated. We have chosen to focus on a 
subjective sample selection; in this case TeliaSonera AB as an incumbent firm and three of its 
competitors within the WLAN market. Therefore, the implications for management provided 
below are specifically connected to the situation of the subjective sample company.  
 
As found both in the theory as well as in the empirical research, incumbent firms often have a 
tendency to have a slow decision-making with sometimes passive reactions towards 
competitors’ aggressive actions. There is a risk that new entrants are underestimated – due to 
the size and limited financial resources – and that potential threats are not taken seriously. 
Since new entrants frequently collaborate with more established firms, there is a risk that 
these firms will appear with a sudden, aggressive attack. As a consequence the incumbent 
firm might miss not only potential customers and market shares, but also time that could have 
been given priority to product development and marketing. As a recommendation, new 
entrants should be severely evaluated and analyzed in order to be able to proactively plan the 
actions. 
 
Another distinct characteristic of an incumbent firm found in our research is that those 
companies are inclined to rely independently on their own ability rather than cooperate with 
other actors. One way of meeting competitive actions might be to cooperate or partner with 
other companies. We also suggest that the incumbent firm cooperates with large retail chains 
such as restaurants, cafés or department stores or malls. Another suggestion is cooperation 
with large institutions such as hospitals, airports, trains/train stations, and 
fairs/congresses/tradeshows. Furthermore, we recommend the incumbent firm to further 
develop the mobile broadband capacities since this technique seems to be demanded by the 
customer because of its flexibility, and the ability to connect to the internet anywhere. 
 
The incumbent firm seems to resist the acceleration of new product launches due to the risk of 
cannibalizing on its own product portfolio. Sometimes the cannibalization of a company’s 
own product can be recommended as a strategy to force the competitors out of the market. 
 
The empirical research showed that the incumbent firm differs from its competitors in the 
sense of having its WLAN hotspots available only for their own customers. In contrast, some 
of the new entrants’ WLAN networks are not connected to a specific operator, and instead 
open for all customers and operators to use. That might create a competitive advantage for the 
new entrants. Therefore, we recommend the incumbent firm to make it beneficiary for the 
current customers in different ways in order to make them feel special. For example, that they 
should be rewarded for being full service customers. 

6.5 Implications for Future Research 
The study of how incumbent firms versus new entrants compare in a competitive environment 
has been a broad area to investigate. The focus has been on incumbent firms and new entrants 
in general. For future research it would be interesting to compare several incumbent firms 
within the same industry and to compare large versus small incumbent firms. It would also be 
interesting to see if the characteristics differ between international and national firms.   
 
Additionally, it would give a deeper insight to compare incumbent firms from different 
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industries and investigate if there are industry related patterns. The same comparisons could 
also be made between different new entrant firms. 
 
Another topic of future research could be competitive strategies to find out more how 
companies act in a competitive environment.   
 
It might be interesting to perform this research as a quantitative research and make the 
findings generalizable. 
 
Finally, it would provide a deeper knowledge to make deep interviews for finding more 
information about new entrants. 
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Intervjuguide 
 
Allmän information 
 
Namn på företaget:  
Namn på respondenten: 
Position/titel: 
Antal anställda: 
Omsättning av företaget: 
Antal kunder: 
Marknadsandel (%): 
 
Frågor 
 

1) Hur kan egenskaperna/kännetecknen av TeliaSonera som ett ledande företag 
beskrivas? 

- Anser du att TeliaSonera är det största telekomföretaget i Sverige? 
- I och med att TeliaSonera är en av de största i sin bransch, hur skiljer sig 

företaget från dess konkurrenter? 
 

2) På vilka olika marknader agerar TeliaSonera? 
 

3) Hur länge har TeliaSonera funnits på den svenska marknaden? 
- Vilka är kunderna? 
- Hur stor del av kunderna är långvariga kunder? 
- Hur många av kunderna är kortvariga kunder? 

 
4) Vilka olika tjänster erbjuder företaget? 

 
5) Vilka företag anses vara TeliaSoneras: 

- Primära konkurrenter? 
- Sekundära konkurrenter? 
- Hur tror du att konkurrenter reagerar/agerar om/när TeliaSonera lanserar nya 

produkter/tjänster? (Motaktioner, imiterar och förbättrar, etc.) 
 

6) Vilka distributionskanaler använder sig TeliaSonera av? 
- Hur länge har dessa distributionskanaler varit etablerade? 
 

7) Vilken är TeliaSoneras huvudsakliga konkurrensstrategi? 
- Anses TeliaSonera vara ett nyskapande företag eller en så kallad efterföljare? 

(Vid exempelvis en produktlansering) 
- Hur kan TeliaSonera skydda sig mot konkurrenter? 
- Hur agerar TeliaSonera för att hålla borta konkurrenter från marknaden? 
- Utnyttjar TeliaSonera skalfördelar? Om ja, hur? 
 

8) Vad anser du vara TeliaSoneras företagsrykte/anseende: 
- Bland kunderna? 
- Bland konkurrenterna? 
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9) Vilka är TeliaSoneras intressenter? 
- Vad har dessa för förväntningar på företaget? 

 
10) Utnyttjar TeliaSonera teknologiska innovationer? 

- Brukar TeliaSonera vanligtvis vara först på marknaden med att utnyttja ny 
teknik, en nära efterföljare eller en efterföljare i jämförelse med 
konkurrenterna? 

- Vilka är fördelarna med en sådan typ av strategi? 
 
11) Brukar TeliaSonera utveckla ny teknik? 

- Brukar TeliaSonera vanligtvis vara först på marknaden med att utveckla ny 
teknik, en nära efterföljare eller en efterföljare i jämförelse med 
konkurrenterna? 

- Vilka är fördelarna med en sådan typ av strategi? 
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Interview guide 
 
General information 
 
Name of company: 
Name of the respondent: 
Position/title of the respondent: 
Number of employees in the company 
Turnover of the company: 
Number of customers: 
Market share (%): 
 
Questions 
 

1) How can the characteristics of TeliaSonera as an incumbent firm be described? 
- Do you consider TeliaSonera to be the largest telecom company in Sweden? 
- Since TeliaSonera is one of the largest companies within its industry, how does 

TeliaSonera differ from its competitors? 
 
2) In what different types of markets is TeliaSonera acting on?  

 
3) How long has TeliaSonera been on the Swedish market? 

- Who are the customers? 
- How many of the customers are long-term relationship customers? 
- How many are short-term relationship customers? 
 

4) Which services does TeliaSonera offer? 
 
5) What companies is considered to be TeliaSonera’s: 

- Primary competitors? 
- Secondary competitors? 
- How do you think that competitors will react/act when/if TeliaSonera launches 

new products/services? (retaliation, adaptation etc.) 
 

6) What are TeliaSonera’s distribution channels? 
- How long have they been established? 
 

7) What is TeliaSonera’s major competitive strategy? 
- Do you consider TeliaSonera to be a pioneer/innovator or a follower (in 

product launching for example)? 
- How can TeliaSonera protect itself against competitors? 
- How does TeliaSonera act in order to keep the competitors out of the market? 
- Does TeliaSonera benefit from economies of scale? If yes, how? 

 
8) What do you consider to be TeliaSonera’s corporate reputation: 

- Among customers? 
- Among competitors? 
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9) Who are TeliaSonera’s stakeholders? 
- What expectations of the company do they have? 

 
10) Does TeliaSonera make use of technology innovations? 

- Is TeliaSonera usually first on the market, a close follower or a follower to use 
new technology in comparison with its competitors? 

- What are the advantages with that type of strategy? 
 

11) Does TeliaSonera develop new technology? 
- Is TeliaSonera usually first on the market, a close follower or a follower to 

develop new technology? 
- What are the advantages with that type of strategy? 
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Check list for documentation and archival records 
 
RQ2: Characteristics of a new entrant 
 
• Name of company (new entrant) within the WLAN industry on the Swedish market 
• Background information 

- Number of employees 
- Turnover of the company 
- Number of customers 
- Market share (%) 

• Owner of the company/Financial Resources 
• Business concept 
• Competitive actions 

- Competitive moves the companies have made in order to gain market share 
• Type of actor (local, national or international player) 
• Knowledge about the market? 

- Several products on the market? 
- Previous knowledge? 

• Brand image (known or unknown) 
- Corporate reputation 

• Approach  towards incumbent reactions 
- Imitation vs. differentiation 
- Degree of making use of technology 

• Target groups (wide market or smaller market niches)  
• Potential barriers to entry 

- Economies of scale 
- Product differentiation 
- Capital requirements 
- Switching costs 
- Access to distribution channels 
- Cost disadvantages independent of scale 

• Markets that the company acts on 
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