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Abstract
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Purpose: The purpose of this thesis is to understand and evaluate the possibilities for a small
innovative company like Conveneer to gain access to the market through partnerships and strate-
gic alliances.

Methodology: A case study design is applied, based on semi-structured interviews. The empirical
data is analysed on the basis of an analytical framework.

Theoretical perspectives: Based on the resource based view and complementary resources
aligned with network theory. This is further complemented with aspects concerning network
externalities and technological standard setting principles.

Results: When contemplating entering an alliance the rationale behind the decision should differ
depending on the size of the companies involved as well as on other important factors. The im-
portant factors influencing the decision are related to the resource pooling potential of the alli-
ance, the power structure along with the business network the companies are a part of. The
analysis has shown proof of a need for cooperation if one wish to succeed in the telecommunica-
tion industry and it has also determined which resources that are deemed to be most important to
get in touch with, for our study object, to facilitate its access to the market. Those resources are
defined as a direct channel to the customer, funds/capital and the access to relevant business
networks. To get in touch with these lacking resources, three alternative approaches has been
proposed; all of them involving a strategic alliance decision. Furthermore a strategy on how to
survive, once the company has reached the market, is also analysed.
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1. Introduction

This chapter presents a general idea of the importance attached to the notion of being innovative along with the
different technological standards. In addition, it brings up the role of the mobile phone in everyday life in order to
get a perception of the size of this industry. It also informs about the changing context in the mobile telecommunica-
tion sector. Finally, this chapter includes a discussion of the problematic setting to be dealt with in this thesis.

1.1 Background

“A slow sort of country” said the Red Queen. “Now here, you see, it takes all the running you
can do to keep in the same place. If you want to get somewhere else, you must run at least twice
as fast as that!”

LEWIS CARROL, ALICE THROUGH THE LOOKING GLASS

This quotation by Lewis Carrol is indeed an inspiring and fundamental one, which in an under-
standable way also represents the significance of the concept “innovation”. To obtain a good
market position a company needs to realize the essence of being twice as competent as the com-
petitors.

Nowadays, product innovations can be realized in faster dimension principally due to the services
the internet offers. This facilitates the access to the era of advanced technical magnitude. As ar-
gued, innovation and competitive advantages are often positively correlated to each other, due to
its capacity of enhancing an innovation’s design, customization and quality (Tidd et al., 2001).

Operating in a world full of innovative thinking helps to confront ongoing challenges generated
by competition and market demand (Tidd et al,, 2001). During the process of choosing a
dominant design, by this referring to the adoption of a technological standard, organizations may
choose to ally to strengthen the potential comparative advantage of an innovation.

Furthermore, if a company is capable of protecting its innovation, there is a possibility to
dominate the market and thus, setting new standards (Stango, 2004). Consequently, benefits will
emerge, as being able to predict the evolution of an industry, as well as, its future products. This
allows — if rightly managed - the innovator to reach a respectable prominence compared to its
rivals based on the first-mover-advantages. The possession of this kind of competitive advantage
in comparison with ones’ competitors could be lucrative, as a winner-takes-all sitnation could
emerge.

However, the risk of not being chosen as a dominant design is realistic and consequently will
force the company to adopt the dominant technology in precaution of the risk of being totally
locket out of the market (Schilling, 1999).

During the information age, market dominance is seen as crucial. Innovative high-tech
companies carry responsibilities for the breakthrough of standardization, either through being a
leading character or as a part of an alliance. As the Red Queen stated above, it seems necessary to
be twice the better, the faster and the ingenious to capture a lucrative market position in a rapidly
changing and competitive world. This conclusion is supported by the assumption made by
Shapiro et al. (1999);



“The winning strategy is the decisive factor for the survival of these very
companies.”

1.1.1 The Changing Context

Many technical instruments have been developed into tools useful in more then just one area,
facilitating the human lives tremendously. As is the case of the mobile phone, a tool that has
gradually become a part of our daily life. As it already penetrates the American and European
market it is about to discover emerging markets as Africa, China, India and South-America.

It is expected that one billion cell phones will be sold the year 2009 if these developing markets
keep growing steadily, and consequently will be seen as sources for positive profit margins.

By the end of the very same year there will be 2.6 billion cell phones in use (Mobiles head for sales
milestone, BBC News). Only in Sweden 3.2 million cell phones were sold in the year 2004 (Ras 7
mobilforsiljning, Dagens Industri). The sales volume of 750 million cell phones could be confirmed
in the year 2005 by the data research company Gartner (Ce// Phone Sales Defy Predictions, Hit Record
Levels, TechNewsWorld).

Mobile phones are gradually getting more and more sophisticated; besides making verbal com-
munication possible, it also supports other functional appliances such as virtual calendars, games
as well as the sending and receiving of SMS and MMS. To enable this, a strong focus is also ad-
dressed to the development of software and operating systems in the telecommunication wotld.
From 1-G', enabling regular phone calls with the cell phone, to 2-G, with the contribution of the
text messages mechanism (i.e. SMS) and an improved voice quality.

Since 2002 3-G is the current mobile standard. 3-G empowers cell phones with a larger capacity
of file transferring, which accelerates the process of sharing files between units. Furthermore, it
allows sending and receiving pictures, animations and an advanced application of internet ser-
vices (i.e. MMS). MMS relies on Wireless Application Protocol (WAP) and is standardized by the
WAP Forum, 3rd Generation Partnership Project (3GPP) and 3rd Generation Partnership
Project 2 (3GPP2). 3GPP is a cooperation between selected geographical areas such as China,
Europe, Japan, North America and South Korea, which are operating through organizations
supporting the standardisation of cellular communication system in their local domane. 3GPP2 is
similar to 3GPP but is based on another standard for 3 G technology.

Currently, the 4-G is under development, which will predictably be in use during the years 2010
to 2015 (Wikipedia, The Free Encyclopedia).

This new mobile telecommunication standard constitutes a huge step in the development of the
mobile industry and opens the door to a new area of personifying cell phones to a progressive
all-around-tool.

1.2 System Evolution

Traditional mobile networks are often centralised by nature, by this assuming that a single mobile
content provider distributes data content towards several recepients. The IP Multimedia
Subsystem (IMS) is such a centralized system that offers multimedia services, to mobile networks

' For definitions, consult the Glossary of Technical Terms and Definitions in chapter 8



as well as fixed networks, through the Internet Protocol (IP) network, compressing data to an IP-
package. This mechanisms allows to converge voice- and data- services, video calling and even
television. In contrast, 2-G and 3-G were not able to support similar possibilities.

IMS is about to set a new standard in the vast area of cellular telecommunication, and will be in
full use year 2007/2008, after having accomplished the necessaty testing phase. This new IMS
infrastructure is expected to grow constantly from the amount of 561 million the year 2005, to
1,2 billion in 2006 further to 1,9 billion in 2007, to a potential 2,6 billion in the year 2008( [’'DC:
IMS market §2.6 billion-plus by 2008, Telephony Online). The IMS system is said to merge the
benefits provided by internet and the cellular dimensions, which supposedly leads to cost
reduction for the customers.

Symbian OS is an “open” operating system (i.e. platform) for mobile devices, which exhibits its
functionality to the licensee and consequently allows him/her to customise it for specific
requirements for advanced mobile phones (Symbian). Currently its owners consist of a sizable
network; Ericsson, Panasonic, Siemens AG, Nokia, and Sony Ericsson.

1.2.1 Problem Discussion

The value of a network goes up as the square of the number of users.

METCALFE’S LAW
(Shapiro et al., 1999, p.184)

As the rate of technological changes aggravates, the quest for attaining competitive advantages is
becoming more and more complex. While the theoretical contributions tries to keep up with the
changes, one can identify at least two generally accepted approaches in the studies of competition
in knowledge-based markets; it pays to hit the market first and it pays to have superb technology
(Arthur, 1996). Nevertheless, this does not seem to be enough in today’s economy where stan-
dards battles have become an increasingly frequent part of the high-technology sector. Some au-
thors even stress the view that almost every high-technology company in some way has some role
to play in these battles (Shapiro et al., 1999).

The gist of Metcalfe’s law is the importance of reaching a critical limit of users as to conclude
whether a technology is of significant value. In other words, no matter how superior the aspiring
technology is compared to the existing one, it does not have an effect on the value of the new
technology if it does not reach a sufficient number of end users.

Several authors (Chakravorti, 2004, Schilling, 1999, Arthur, 1994, Shy, 1996) have also recognized
the possibility that the value of the technology or the innovation to any user, and thus the reve-
nue from the innovation, increases as the number of other users increases. This is often referred
to as network externalities and is valid concerning most information- and network- intensive
products that have been the focus of the recent 20 years of innovations: for example the fax ma-
chine, computers and the mobile technology (Chakravorti, 2004).

The network externalities imply that the success or the failure of a company would consequently
be dependent on the ecologies, i.e. environment, that the company’s products belong to (Arthur
1996). The momentum of the ecologist perspective is that, unlike products of the processing
wortld (such as soybeans or rolled steal), technological products exist within local groupings of
products that support and enhance them. This perspective is further supported by other more



recent studies that points out the imperative of belonging to a network when competing in the
modern economy (Rese, 2000).

New-to-the-world companies’ i.e. new companies on the market, possessing new technologies,
might come across problems while trying to gain access to the market. The fundamental issue is
how the firm may design its product and supply architectures to make sure they are aligned with
other components in the context they are operating in (Fine, 2000). When a new technology is
introduced by a new firm, neither the technology nor the firm have experience or credibility to
assure investors that the product will be successfully granted (Schilling, 1999).

According to the resource-based view a firm is comparable to a broad set of resources that it
possesses, “a firm is said to have a competitive advantage when it is implementing a value creat-
ing strategy not simultaneously implemented by any current or potential competitors” (Barney,
1991). This is further highlighted by Das et al. (2000): “The resource-based rationale emphasizes
value maximization of a firm through pooling and utilizing valuable resources”.

Thus, we find that the resource-based view could provide a fundamental approach on how to
gain access to resources through strategic alliances, that would not otherwise be available to the
firm in question (Das et al., 2000). Another important note to this chapter is that a single firm
can contribute to an alliance through a differentiated set of resources.

When also bearing in mind the fact that small and medium-sized companies (from now on re-
ferred to as SMEs ) often lack the financial and/or technical resources to equally compete with
large competitors, the development of an appropriate partner network may be of help and enable
a SME to gain access to resources typical of more established firms (Schilling, 1999). This is fur-
ther supported by Das et al. (2000) who points out that one of the reasons for a SME to align
with a large, multinational corporation could be the potential to gain admission to financial, tech-
nological and managerial resources that they do not posses themselves.

In conclusion, the technological environment for the small innovative company denotes several
challenges. Not only does it imply that one have to possess a superb innovation but it also im-
plies that there are several hindrances to launching the innovation to the market.

Numerous investigations have shown that standards settings and network externalities play an
important role during this phase. When a firm has limited resources, one way of gaining admis-
sion to the network (i.e. obtaining network externalities) could potentially be through strategic
alliances.

1.2.2 Current Research

Though maybe a bit outdated, the research made by Schilling (1999) shows an interesting view of
how the firm can influence the size of its installed base and the availability of complementary
goods, through its distribution, alliance, and marketing strategies. Schilling (1999) emphasizes the
importance of applying a new framework for the dynamics of technology selection, different
from the traditional strategic management imperatives. Other authors (e.g. Shapiro et al., 1999)
have elaborated a framework for how to win standards wars and have tried to provide an exten-
sive check list on how to compete in the high-technology market and also how to stay competi-
tive once you have set the technological standard.

Research has shown the importance of evaluating the network and alliance composition when
introducing a new product to the high-technology market (Arthur, 1996, Baum et al., 2000, Chak-
ravorti 2004, Shy, 1996). Other studies (Rese, 2006, White et al., 2005) have focused on the diffi-



culty when choosing a strategic partner with the goal of obtaining successful and sustainable
business partnerships.

There has been several studies aimed at diagnosing the patterns of technological cooperation
activities in specific markets, such as the Korean telecommunication sector (Chung et al., 2003)
and the Canadian biotechnology sector (Baum et al., 2000), as the high technology environment
provides many aspects to consider different from the ‘traditional’ alliance literature mainly fo-
cused on the transaction cost rationale.

However, there are studies (Das et al., 2000) that have provided a more modulated view of the
strategic decision process involved in alliance forming, e.g. complementary resources and re-
source pooling, where the research made by Barney (1991) and the resource-based view has exer-
cised an important foundation. Nevertheless, few researchers have focused on the small company
perspective when considering the benefits and rationale behind alliance forming, and thus pro-
vided a fuller approach to the resource-based view framework in alliance forming.

Neglecting the smaller company perspective might be of danger, when considering the practical
implications of this theory gap. Should the small innovative company apply the same sort of reasoning behind
its partnership decisions as the bigger one?

Based on this latter question, it would be of academic interest to further investigate the rationale
behind strategic alliances for small innovative companies in the high technological sector.

1.3 Questions at Issue

The possibilities of accessing the market through strategic alliances are evaluated by observing a
small innovative firm and two of their potential partners.

Finding investors and forming alliances is a crucial part for a SME which does not possess more
resources then the innovation itself. Even though the purpose to form an alliance derives from
different reasons, the main motive for each of the partners is to achieve competitive advantages
(Das et al., 2000).

The SME possesses a unique resource which it wants to exchange in return for resources it can
not achieve internally. This is why the small innovative firm has to expose its innovation to be-
come attractive to investors and possible partners that could help the firm achieve a break-
through. These assumptions result in a context where it is interesting to investigate the different
relationships that the SME establishes in order to gain access to the resources it lacks.

A case study is undertaken with the help of a theoretical framework based on the resource-based
view and the network theory, with the purpose of exploring the possibilities for a small innova-
tive firm to form an alliance with a partner. The purpose can hence be summarized in three ques-
tions:

- How can a small innovative firm disclose the right partners with the intention to access the
market?

- What are the risks that can arise through strategic alliances for small innovative firms?

- What are the chances for a small innovative firm to survive in a strongly dominated environ-
ment?



1.4 Purpose

The purpose of this thesis is to understand and evaluate the possibilities for a small innovative
company like Conveneer to gain access to the market through partnerships and strategic alliances.

1.5 Fundamental Notions

During the course of this paper some notions will be used repeatedly. Hence to clarify our start-
ing point and to simplify matters for the reader, a definition of the most frequently used notions
will be accounted for in this section.

Resource pooling
The notion of resource pooling refers to the act of two or more companies exchanging resources
with the purpose of achieving some kind of mutual goal. (Das et al., 2000)

Strategic alliances

Our approach concerns strategic alliances as they have been formulated by Das et al. (2000);
“Strategic alliances are voluntary cooperative inter-firm agreements aimed at achieving competi-
tive advantages for the partners.” The terms of strategic alliances and partnerships will be used as
synonyms during the course of this paper, thus no other signification will be attached to the two
terms then the above stated.

Standards

When talking about standards or more specifically Zechnological standards in this paper we will refer
to the following described phenomenon; “In many markets several forces encourage the selection
of a single technology standard (i.e. dominant design). (...) When a market is still in the process
of selecting a dominant design or standard, many alternative technologies may be on offer. (...)
Coalitions may emerge and shift, as groups of companies adopt and promote competing technol-
ogy platforms. Firms sponsoring a particular technology usually have a considerable investment
in the design — both in terms of physical assets and learning— so they have a keen interest in
supporting a technology they believe has a good chance of becoming the standard. If the firm
supports a technology that is not chosen as the dominant design, it may be forced to adopt the
dominant technology, forfeiting the capital, learning and brand equity invested in its original
technology” (Schilling, 1999).



1.6 Disposition

INTRODUCTION

v

METHODOLOGY

v

EMPIRICAL
SECTION

v

THEORY

v

ANALYSIS/
CONCLUSIONS

In this chapter the reader is introduced to the pur-
pose of this paper and the complex context related
to competing in the mobile telecommunication
sector and the restraints that this imposes on the
aspiring firm. Furthermore the reader is initiated
into some fundamental notions that will be used
throughout the paper.

The second chapter describes the actual working
process and other methodological aspects that were
to be considered during the process.

The empirical section contains all of the relevant
empirical data collected during the course of the
interviews. The empirical data later constituted the
basis for the selection of a theoretical framework.

In this chapter the theoretical framework in this
paper is accounted for; a theoretical framework that
contains selected parts from Porters Five Forces
frame work, the resource based view, network the-
oty, network externalities and standard setting prin-
ciples. The analytical framework, and thus the theo-
retical tool set used to perform the analysis, is
summarized in the last section of this chapter.

This section begins with an analysis that takes its
starting point in the empirical data and the prob-
lematic area encircled during the course of the in-
terviews. The conclusions that can be drawn from
the analysis is later structuralised and accounted for
in the concluding and final chapter.






2. Methodology

In this chapter the methodological approach in this paper will be acconnted for. This overview is based on three
parts; first a description of the information gathering background and process; second a methodological discussion
based on the notions of replicability, validity and reliability; and finally a definition of the chosen methodological

delimitations.

2.1 Research Design

The chosen phenomenon of this paper — a newly started high-tech company named Conveneer -
exists in a very complex context. This is principally due to the semi-confidential information
needed to evaluate the organization’s possibilities to engage in any kind of alliance, or for that
matter to compete in the market at all. Accordingly, to be able to assess the organization’s attrac-
tivity to potential partners, one has to access at least some perspicuous information about the
technology offered by the organization. This information is required to be able to gauge how the
offered technology might appear appealing to other actors present in the technological net-
work/surroundings in which the organization operates.

Since the chosen approach concerns an examination of the possibilities for the company to gain
access to the market, one can imagine that the offered technology is probably not yet fully pro-
tected through patents and other legal protections. This kind of situation denotes a lot of respon-
sibility to be confided to an external party (i.e. the observers). Hence, it demands a high degree of
trust between the study object and the observers.

As a consequence the delicate situation and surroundings of the observed phenomena entail
some difficulties in finding a study object willing to accept the risks involved in a similar informa-
tion sharing process. To be able to realize the purpose of this paper, with the above cited set of
problems in mind, a case study of a single organization was chosen.

Yin (Backman, 1998) describes the case study as a research design aiming at “investigating a con-
temporary phenomenon within its real-life context; when the boundaries between phenomenon
and context are not clearly evident; and in which multiple sources of evidence are used.” This
definition presumes an underlying difficulty in drawing the outer boundaries of the chosen prob-
lem and/or study object, which must be taken in to consideration when choosing this type of
research design. Bryman (1989) has described the case study design as particularly appropriate
when studying specific areas of organization functioning that are prior not well documented.

In this paper, the unit of analysis is the specific organization (i.e. Conveneer) and its potential to
take part in collaborations with a defined set of partners/customers on the manufacturer side
(specifically OEM — Original Equipment Manufacturers) of the mobile telecommunication indus-
try. The delimitation of potential partners to be studied was based on the potential partner’s es-
timated capacity (in the shape of resoutces, capabilities and size of patrtner/customer network) to
support a market penetration for a small company in a similar situation as the study object.
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2.1.2 Data Gathering Background

The researcher must choose a procedure and a method that provides him or her with the relevant
data regarding the purpose or hypothesis previously formulated in the introduction (Backman,
1998).

Since the chosen object of this study, Conveneer, was one single organization (with no more than
two full-time employees) and its potential partners on the manufacturer side, a qualitative ap-
proach was deemed to be the most appropriate. This approach was judged to provide a more
profound base when bearing in mind our stated purpose.

When describing the working process of this report, it could be of value to point out that a vague
purpose was formulated during the initial phase which was later specified during the information
gathering process and the compilation of relevant information. This is often valid for the qualita-
tive approach according to Backman (1998). He states that the qualitative approach often is char-
acterized by a working process whereas the specific purpose or set of problems to be investigated
often are specified simultaneous and continuous during the information gathering process.

Hence as confirmed above, the empirical data gathering background were in favour of a qualita-
tive research method; namely the case study. The case study was performed by the means of two
semi-structured interviews with potential partners on the manufacturer side and two semi-
structured interviews with the managers at Conveneer.

Those interviews were further complemented by several ‘open’ interviews, concerning the prob-
lems status, with the managers at Conveneer. Furthermore, three persons with sufficient ‘expert’
competence were interviewed, regarding the theoretical and the practical context.

As aforementioned, the potential partners were chosen on the basis of several criterions; as to be
more profoundly accounted for in the analytical section of this report as it constitutes an impor-
tant part of the analysis. The selected partners were considered to be the most ‘critical’. As a con-
sequence, a smaller set of potential partners were chosen in favour of a broader set. This decision
was influenced by the intention to provide a more insightful analysis as well as to prevent the case
from growing to large.

The semi-structured interviewing technique involves a process by which the researcher has a list
of questions on fairly specific topics to be covered, often referred to as an ‘interview guide’. The
interviewee is supposed to be left with a great deal of flexibility when responding. (Bryman et al.,
2003). As opposed to a descriptive approach, the purpose of this report is of an exploratory na-
ture. For this reason it appeared appropriate to leave the interviewee with some leeway and not
restrain the interviewee’s freedom of expression too much with a more ‘closed’ interviewing
technique. Nonetheless, the notion of semi-structured interviews implies that the main topics of
discussion were predetermined. The purpose of the interview was not to capture the personal
opinions of the interviewee. The intention was rather to expose the general attitude of the poten-
tial partner, specifically regarding strategic alliances with SMEs of similar size and technology as
Conveneer.

All of the interviews were conducted in Swedish; hence one should be aware of the fact that the
quotations might have been slightly modified in order to facilitate the reader’s comprehension of
the empirical information.

Finally, it was decided only to analyse and evaluate the potential of strategic alliances, not how to
undertake the alliance (i.e. the operational process) or when to commence the alliance (i.e. the
strategic window).
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2.1.3 Information Gathering Process

Before interviewing any potential partner or even setting the purpose of the report, an initial
meeting with one of the managers at Conveneer, named Richard Lindberg, was held.

This meeting was carried out in order to get an overview of the company and its technology. The
information gathered during this meeting was also intended to provide us with a basic overview
of the problematic issues related to the launching of the company’s technology to the market.
With the manager’s version of the problematic area in mind, a broader definition of the purpose
was defined and relevant literature was reviewed.

The second phase of the data gathering process took place during the course of two ‘open’ inter-
views with persons not connected to the specific situation. Those persons were instead consid-
ered to be in possession of a deeper knowledge regarding alliances, the mobile telecommunica-
tion sector and different types of pre-market competition.

Those ‘open’ interviews during the early phase of the information gathering process were in-
tended to provide as much data and information needed to offer a fairly good idea of the nature
of problems that were to be considered in the report, and possibly where to find relevant litera-
ture and articles. In close relation to these two interviews a third interview was held with Christer
Mansson at Teknopol. Christer has profound practical experiences from the telecommunication
sector, as well as some overview of Conveneer’s current situation.

When the first draft of the purpose formulation was moulded, the secking for potential partner
companies to interview began. Fairly early during this process, another ‘open’ interview was held
with the same managers at Conveneer, Marc Klefter and Richard Lindberg. This interview was
intended to provide an understanding of which resources the company lacked, as well as which
resources they considered to be most critical for the company to possess to be able to launch its
technology. The managers’ opinions were taken into consideration along with our estimation of
the situation, and a ‘wanted’-list was constructed. This ‘wanted’-list was later complemented with
companies/organizations that possessed these resources, and a selection of potential partners was
committed.

When the selection was made, the potential partners were contacted and briefed about the pur-
pose of this paper and asked for their cooperation. The interviewees were both senior market
representatives, and were thus regarded to possess enough information to be able to answer con-
fidently. Both persons responded positively to the inquiry and one interview per company was
held. Here it should be denoted, that in order to ensure the integrity of the persons at the poten-
tial partner companies, both they and their company’s name were guaranteed full anonymity. The
potential partners were henceforth referred to as Company Alpha and Company Beta.

The purpose of those semi-structured interviews was to get an idea of how ‘needed’ Alpha and
Beta considered the technology proposed by Conveneer to be. Furthermore, also their attitude
towards engaging in a collaboration with a company possessing such a technology was to be in-
vestigated. Here it should be stressed that those chosen companies were considered to be ade-
quate regarding the stated purpose of this paper. This assumption is based on the fact that Con-
veneer is a small high-tech company, which has yet to reach the market; at the same time as Al-
pha and Beta are well established, well-known on the market and can be considered to be big
actors in the industry. The antithetic preconditions of Conveneer versus Company Alpha and
Beta, are highly suitable to the exploration of our chosen purpose of study.

To prepare the interviewees and also for them to be able to answer the rather specific questions,
some background information were distributed in advance. This background information con-
tained some perspicuous information about Conveneer’s technology, as well as the main topics to
be covered during the interview.
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However, this action of providing the interviewees with some background information in ad-
vance implies that we must consider the possibility that the interviewees might have modified
their answers. This might imply that they did not answer in the same way they would have if the
questions and the topics were not distributed in advance. This background information was nev-
ertheless regarded to be necessary, in view of the complex questions at issue.

After the two potential partners had been interviewed, two complementary interviews were held
with the two managers at Conveneer; Marc Klefter and Richard Lindberg. Those interviews were
held in order to be able to ask the same questions to them as to the potential partners, to be able
to assess the potential complementary of the two companies and their technologies.

None of the interviews were recorded, but were to be written down directly on paper by two
persons, with the third person acting as interviewer. The collected information were in a later
phase of the process put together, to prevent any details or nuances to get lost compared to put-
ting information together too eatly in the process.

2.1.4 Compilation of the Gathered Information

As stated, all of the collected information were assorted and classified in a later phase of the
process. This classification was done according to the relevancy regarding the stated purpose of
the paper, as well as the perceived analytical value of the information. This procedure, however,
may imply that some information might have got lost during the process of selection of relevant
data. Even though this might be a possibility, the overall impression is that nearly all of the gath-
ered information were included in the empirical section of this thesis.

Once the classification was done, the information was categorized according to three main head-
lines; information about the telecommunication market, the potential of alliances and partner-
ships and, finally, a discussion concerning IMS as a possible technological standard. This catego-
rization was made in order to facilitate the analytical process and hence the comparison of the
empirical and theoretical data.

The collected information influenced, in its turn, the selection of models to be employed in the
analytical framework. Finally, in the analytical section, the empirical information was analysed vis-
a-vis the analytical framework and the different theoretical models.

2.2 Methodological Discussion

2.2.1 Alternatives

One alternative approach in studying this phenomenon could have been through a comparative
design where the study objects could have been one company ready to launch its technology
through alliances and with the other company already present on the market. The latter company
would then had undergone the same problematic process and had been in possession of a similar
amount of limited resources as Conveneer.

This design is recommended by Bryman et al. (2003) because of its possibilities to provide a
deeper understanding of a social phenomenon, when comparing two ore more meaningfully con-
trasted cases or situations.

However, the comparative design was judged to have provided a too complex and non specified
overview of the phenomenon, since it is almost impossible to find a company with the same fea-
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tures in the same context. This is especially valid since the mobile industry is fast-changing and
thus the conditions for success as well.

Other alternative approaches could have been possible, but the chosen case study of a single or-
ganization was deemed to be most appropriate regarding the stated purpose.

2.2.2 Replicability

An important issue regarding all research is the replicability; in other words the replicability of
findings and the likelihood of other researchers conducting the exact same study to come to the
same conclusions as the original researcher. This is especially delicate regarding the qualitative
method, according to Bryman et al. (2003). The authors claim the qualitative method to be more
unstructured and more reliant on the researcher’s ingenuity then the quantitative method. This
implies that it the replication of a qualitative study would be more intricate and less likely lead to
the same conclusions as the replication of a quantitative study.

However, in the mobile sector industry there are some well-known dominant actors which more
or less set the scene for the smaller actors. This is well known for all persons with some insight in
this industry. This implies that the set of partners possessing the right resources to enable a
smaller company to reach the market is rather limited. Those companies can as a consequence,
more or less take their pick amongst smaller partner firms. This situation suggests that the chosen
study objects are well aware of the aspects to be studied in this paper and are as a consequence,
well aware of the problematic context. Moreovert, they are rather used to taking decisions in simi-
lar situations. This indicates that the likelihood of the potential partner companies to give the
same answers in a similar study is rather high. Thus, the replicability of findings is judged to be
strong.

2.2.3 Validity

The term validity relates to whether or not the results of the study are judged to be valid, both
externally and internally. Bryman et al (2003) have explained the internal validity as to whether
there is a good match between researcher’s observations and the theoretical ideas they develop.
The same authors have explained the external validity as the degree to which the findings can be
used to make generalizations. They also argue that unlike internal validity, external validity repre-
sents a problem for qualitative researchers because of their tendency to employ case studies and
small samples.

The internal validity of the findings is often related to the notion of eredibility (Bryman et al.,
2003). This indicates that the study has to be performed according to good practice and that the
research findings should be submitted to the interviewees to ensure that the interviewer has cor-
rectly transcripted the information. Regarding the first aspect of internal validity, it is important
to point out that all of the interviews were performed according to good practice and were made
as transparent to the interviewee as possible. The transparency is assured by following the earlier
stated method of allowing the interviewees to review the collected material after the interview.
LeCompte and Goetz (Bryman et al., 2003) argue that internal validity tends to be a strength of
qualitative research since the closer interaction with the study object allows the researcher to en-
sure a high level of congruence between concepts and observations.
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Concerning the external validity one has to understand that the purpose of this paper is not to try
to claim a theoretical generalizability on the basis of it, but to provide a deeper understanding of the
selected phenomenon by the means of a case study. This however, does not imply that one can not draw
any conclusions at all from the findings, but that one has to be vigilant when trying to apply the
same framework to other cases.

2.2.4 Reliability

The term reliability reflects both the supposed external reliability ; the degree to which a study
can be replicated, and the supposed internal reliability ; if the members of a research team com-
posed of more then one observer agree about what they see and hear. (Bryman et al.,2003).

Since the term replicability already has been dealt with in an earlier section, the following dis-
course will treat the internal reliability which can be a problem when using personal interviews as
a method. The technique of personal interviewing poses great demand upon the person carrying
out the interview in terms of awareness of the different forms of biases that can influence the
answers from the interviewee, as stated by Bryman et al. (2003).

One of those potential biases is that the interviewee gets a chance to change its answers since the
questions were distributed in advance. This on the other hand, should be weighed against the
potential biases that could have arisen if the interviewee did not possess enough information to
be able to correctly answer the questions. The difficulties with translating the information pro-
vided by the interviewee were aimed to be diminished through the practice of two persons tran-
scripting the interview simultaneously and putting it together at a later point in time.

It is, however, impossible to perfectly eliminate the effect the interviewer has on the interviewee
during the information gathering process.

2.3 Delimitations

Our approach concerns strategic alliances as they have been formulated by Das et al. (2000);
“Strategic alliances are voluntary cooperative inter-firm agreements aimed at achieving competi-
tive advantages for the partners.” Thus we have decided not to evaluate which kind of strategic
alliance to enter (contractual, joint research etc.), only #he reasoning behind entering the alliance and the
alliance’s potential to succeed.

Additionally, we have decided not to examine the possibilities of our study object to take part in
mergers and/or acquisitions. The paper by Das et al. (2000) points out that strategic alliances will
be preferred when the discounted present value of the deployment of the firms resources in the
future is greater than the realized value of selling its resources in the present. Our opinion is that
Conveneer’s resources will hold greater value in the future then if they would sell their resources
in the present. This because of they do not have any customer clientele or licensing agreements
that would generate any profit which could convince potential buyers to pay a price equal to the
future market value. Furthermore, we also have the opinion that the small size of our study ob-
ject Conveneer would considerably reduce their possibilities to engage in an even-handed mer-
gence, and thereby reducing their chances to withdraw profit from their resources. Finally, it is
important to accentuate our decision to only examine Conveneer’s possibilities of reaching the
market via alliances. This decision means that we restrict the paper from investigating the end-
consumer’s opinions about the attractivity of Conveneer’s technology .
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3. The Empirical Section

In this chapter a selection of the data obtained from the interviews with the different contributors of the empirical
data will be presented. The selection was made on the basis of the relevancy regarding the started purpose vis-a-vis
the analytical framework.

The chapter begins with an introduction of the interviewed parties, then proceeds with their view of the situation in
question. The findings are structured according to three main headlines; the telecommunication market, partner-
ships and alliances and standards. Each headline further contains several subbeadings.

3.1 Results of the Empirical Study

In order to be able to present a more unambiguous portrait of the situation, the empirical find-
ings are presented by subject and not by company. The purpose of the interviews has been to get a
picture of the different parties’ view of the situation on the telecommunication market, as well as,
on Conveneer’s technology and attractivity to potential partners.

To prevent the reader’s focus from getting too scattered, and also according to the interviewees’
wishes, the potential partners’ identities have been withdrawn. As aforementioned, this study
refers to the potential partners as Company Alpha respective Company Beta.

Any perceived subjectivity is according to pronounced statements made by the interviewees.

3.2 Contributors of the Empirical Information

3.2.1 Presentation of the Principal Study Object: Conveneer

Conveneer is a small company established in October 2004 by Richard Lindberg, CEO, and
Mark Klefter, CTO. Initially started as a small project, Conveneer was supported by Lund Uni-
versity through its establishment IVenture Lab. The two founders originally met during the sum-
mer 2003, whilst they were still students. Richard Lindberg studied Management at Lund Univer-
sity while Marc Klefter focused on his studies in Engineering Physics at the faculty of Engineer-
ing 'TH, also at Lund University. The mutual interest in mobile technology and the technical
sector brought them together at a summer job. Hence, they decided to take on a common pro-

ject.

The core of Conveneer’s business idea is a unique and patentable technology concerning a con-
tent delivery network functioning. This is applicable both on mobile devices and the Internet.
The content delivery network designed by Conveneer is based on the Internet Protocol network
(IP); a solution that implies that no other complicated appliances then an Internet Protocol ad-
dress is required to be able to use the technology. This revolutionary idea is supposed to facilitate
the consumers’ willingness to adopt the technology, as well as, collaborators’ opportunities of
designing complementary technologies. Besides the fact that it is based on the already existing IP-
network, it is of a decentralized nature and not dependent on costly infrastructure investments.
Furthermore it offers a variety of services not currently provided by its competitors.
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With a centralized solution, the content is distributed through the central mobile content pro-
vider (one source) towards many users (several destinations). The decentralized solution offered
by Conveneer, on the other hand, presents the opportunity of the users interacting directly with each
other, without the interference of a central supplier.

Users of the Conveneer Mobile Services platform might be 3G customers or a group of W-LAN
connected individuals, who shares content on the behalf of the operator in order to speed up
content delivery. In this stage of the process, Conveneer aims at functioning as a complement to
the mounting IMS-system. IMS-system is a centralized solution of data exchange, developed by
several big actors in the mobile sector, hereby enabling a variety of potential collaboration part-
ners.

The company is for the instant surviving through different grants raised through the participation
in several business plan contests. Finally, it is important to point out that they have put a lot of
effort into attracting the right people to their advisory board. As a result, Conveneer is in the
possession of a mixed and utterly competent advisory board, which contains all kinds of influen-
tial people from the University and the business world.

3.2.2 Company Alpha

Company Alpha is a large manufacturer of mobile devices, present in most markets worldwide.
The company offers equipment, solutions and services for network operators and corporations.
Company Alpha is a gigantic corporation with net sales ranging from EUR 20 000 billion per
year, for the period of the last five years. Currently Company Alpha engages over 50 000 employ-
ees all around the wortld. They have several departments of in-house research and development
and also possess a department explicitly directed towards developing and identitying new busi-
ness ideas.

3.2.3 Company Beta

Company Beta is equally a large manufacturer of mobile devices, present in most markets world-
wide. The company offers equipment and related services to mobile and fixed network opera-
tors. Company Beta is a large corporation with net sales ranging from EUR 12 000 billion per
year, during the last five years, and has been an active participant in several standardization fo-
rums throughout the years. The company is a promoter of open standards and systems and it has
a clear strategy of forming partnerships with application developers and content providers.

3.2.4 Christer Mansson

Christer Mansson is an expert consulted in the thesis on the basis of his wide experiences from
the telecom sector and the fact that he has some insight in Conveneer’s technology and business
idea; although he is not deeply involved in the company. He is currently employed by Teknopol
AB, an organization supported by Region Skane. This organization focuses on offering services
to small, newly started companies in developing their business ideas.

Teknopol AB pursues giving their support by offering financial aid and general assistance to en-
trepreneurs in the knowledge-intensive business area. Christer has acquired his experiences in the
telecom section through his background at Ericsson Mobile, Telenor (former Europolitan and
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Vodafone), Aspiro, as well as from the digital media and experience industry. Having this kind of
occupational history provides Christer with an adequate base for coaching small business like the
study object Conveneer. He has furthermore provided Conveneer with some of his personal con-
tacts within the telecom industry.

3.3 The Telecommunication Market

The telecommunication sector and the information technology sector may look alike from a dis-
tance, but contains great differences, according to Christer Mansson. He has the opinion that the
computer industry is to a larger extent dependent on entrepreneurship and innovative ideas of
which some of them later develop into standards. The telecommunication industry, on the other
hand, was constructed through different countries imposing their own telecommunications stan-
dards. Those standards were later obliged to be converged to enable communication across the
borders; something that he thinks has widely affected the whole industry. The ones building sys-
tems and aiming at being a part of the telecommunication industry has to adapt to these circum-
stances; this dependent on the fact that no one can dominate the whole industry in the same way
as they can in the computer sector.

3.3.1 The Rigidity of the Telecommunication Market

According to Christer Mansson the main problem concerning the telecommunication industry is
that the existing actors in the industry so often are locked to the o/d way of thinking. In other
words, they are still stuck in the thinking associated to the imagination of them ‘owning’ the cus-
tomer; something that a lot of people do not consider to be applicable for much longer. Speaking
from his experience, the mobile phone operators only have one question for a potential content
provider, aiming at collaborating: Can you affect the traffic to a degree to which we could increase our revenues
with 1-2 percents? This is naturally very difficult for a small actor like Conveneer to promise, since
a one percent increase in revenues for an actor on the, yet small, Swedish market would involve
figures in terms of SEK 150-200 million.

The rigidity of the telecommunication market has also been discovered by the managers at Con-
veneer, Marc Klefter and Richard Lindberg. They also think that one of the problems concerning
the telecommunication market is that the actors on the market are caught in their ‘old way of
thinking’;

Everyone that we have told about our idea thinks this technology is really interest-
ing and exciting. But the problem is that for the most part, people do not under-
stand the technique behind it and thus the diversification potential behind it. The
possibility of directly streaming music from other peoples” mobile telephones does
not get easily grasped.

Moreover, they have discovered that it is not only the other actors on the market that have diffi-
culties in understanding the opportunities offered by new technology, but the customers as well.
They too, seem to be left behind in the technological advancements made during the past few
years. Marc explains;

One of our potential customers has expressed the wish of being able to e-mail
from their mobile phone during the year 2009. This is totally understandable to
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me, I mean, this is already possible, but people just do not understand the possi-
bilities.

3.3.2 Changes on the Market? The Role of the Mobile Phone Operators

Company Alpha considers the mobile industry value chain to be constituted of three main par-
ties; the mobile phone manufacturers, the mobile phone operators and the service providers.
They do not have the opinion that the numerous service and content providers constitutes a
threat for neither manufacturers nor mobile phone operators, since they consider them to be
mutually interdependent. They also refer to them (the three main parties cited above) living in a
kind of symbiosis, where nobody can force through a change without the cooperation of the oth-
ers.

The same notion of symbiosis is also referred to by Company Beta during the course of the in-
terview; even though they appear to be more vigilant to possible future changes concerning this
symbiotic relationship between the manufacturers, mobile phone operators and service providers.
Here, Beta refers to the fact that their own firm has gone from being a supplier of mobile phones
‘only’ equipped with an advanced technology to a supplier of more designed telephones; still with
an advanced technology, but with a more interactive user interface. The content has hence be-
come more and more important. Thus, the manufacturers has been forced to adapt their way of
thinking and put much more efforts into offering the right content in their telephones.

Beta refers to Skype’s technology which they consider to be very interesting, since they have cre-
ated a brand new structure for mobile phones on the market, as well as for the market on the
whole.

By transferring this concept to the mobile phone market, this is something that they (Beta) be-
lieve will occur more and more. They are convinced that there will be new ways of using the mo-
bile operators’ services;

(... ) the cell phone industry stands in front of an evolution which involves a dif-
ferent structure concerning the operators role on the market (...) When it comes
to features and software, the operators want to decide as much as possible. Con-
sidering that the operators only care about their brand, we try not to be too con-
trolled by them.

The representative for Company Beta continues;

I believe that, in the long run, it is possible to exclude much of the operators’ in-
volvement. Especially since our own firm today has gone from being so highly
technology oriented to be much more customer oriented. Third party suppliers will
probably be more involved in this, as well as, probably the smaller firms.

Company Alpha does not seem to share this view of the future evolvement of the mobile indus-
try. They have the opinion that the mobile phone operators are difficult to discard because they
stand for mobility as well as an added value.

Alpha considers particularly two things to be in favour of the mobile phone operators;

(1) the mobility they offer and,;
(2) the sim-card (the authentication of the user).
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Alpha considers these two aspects to be very important and necessary for the industry to hold on
to, especially when it comes to the authentication of the user. This is because this is where you
can build the so-called bzlling-relation, hence the possibility of getting paid from the customer. Al-
pha has the opinion that this would be rather impossible to accomplish if every content and ser-
vice provider would try to build a separate billing-relation to the customer, as they do not think
that this would be of interest for the customer. Owing to this, Alpha considers the mobile phone
operator to be the only party enabling a direct channel to the customer.

However, at the same time Alpha makes a point of mentioning that few mobile phone operators
believe that they can provide the customer with all services themselves. This goes back to the
symbiotic relationship mentioned above, that there are rather specified roles as to which party on
the market does what. According to Alpha;

The mobile phone operators stand for access to the network and the possibilities
to use various services. Few operators believe that they can deliver all services
themselves.

Christer is of a similar opinion, since he thinks that, a mobile phone operator nowadays should
for the most part be considered to be a billing company; i.e. it gets paid for providing the network
and other services, even though those services often are managed by their content delivery part-
ners. He further explains that the operators should only bother about providing the network and
collect payments, since they are not created for the purpose of offering content and other ser-
vices. Christer does not believe the strategy applied by some operators (for example to host all
the music streaming service themselves) to be tenable. Simply because the mobile operators are
neither suited nor capable to take care of all those services themselves. He relates this view to his
prior experiences from working within those firms. He got the impression that they were too
focused on figures to be able to take in other values (i.e. which kind of services the customers
were interested in). He states;

Three questions are especially important for the operators: How much traffic do we
have? How do 1 attract new customers? How do 1 keep the customers I have got? Those three
questions control the whole telecom industry.

Christer’s impression is that mobile phone manufacturers are getting more and more subordi-
nated the mobile phone operators; amongst other things based on the fact that the mobile
phone’s skin nowadays rather features the operators brand then the manufacturers.

Company Alpha tells us that they have a name for this;

Vanilla is what we call a product that leaves the factory and have the exact same
features as it had when it was originally made. However, few products are consid-
ered to be vanillas but have had some kind of customization made for the part of
an operator. For the most part it is about branding and customizing the mobile
phones.

Conveneer suggests that if the industry would change standards from billing per minute to billing
per megabyte, it would simplify matters a lot, since they think that the future services and applica-
tions of mobile phones will involve more of file transferring then today.
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3.3.3 Access to the Market

A critical question for the newly established firm is how to access the market and how to gather a
group of loyal clients.

Conveneer is very aware of the obstacles conditioning the access to the market. This means that
personal connections and networking has become key words for Conveneer to be able to suc-
cessfully operate on the market. Richard and Marc, the managers at Conveneer, are examining
their private networks with the purpose of finding out if someone they know has some relation
to interesting associates, with Conveneer’s business idea in the back of their mind. Richard em-
phasizes that Conveneer is mainly interested in negotiating with the upper management as they
are the only ones with the adequate decision making right. A risk capital investor could have a
positive impact since they would, in an alliance, offer Conveneer extra strength in the negotia-
tions. On the subject of capital investments Richard says;

In the long run, we estimate that an investment of some kind is crucial if we want
to be able to make money on the innovation. (...) It is important to find the right
people that believes in the idea and that are prepared to invest money in it.

Another possible strategy would be releasing a freeware version directed towards the target cos-
tumer, which could generate future revenues. With the above mentioned aspects in mind, critical
factors for Conveneer are thus determined to be financial investments and alliances with critical partners.
Christer Mansson considers the chances of Conveneer reaching the market as rather high, since
they stand for a completely new way of thinking where the customer is in total command. He
has, on the other hand, a sceptic attitude towards the current strategy of approaching only huge
companies. The telecommunication sector is rigid in its assessment of the potential benefits from
an aspiring technology and possesses a great deal of territory thinking and is accordingly rather
difficult to access, according Christer.

He believes the best way of accessing the market would be through building a customer base under-
ground, 1.e. by getting students and other technology interested people used to utilizing the free-
ware. This would build a customer base which will promote the company brand and attract other
actors on the market.

Christer further claims that during the past 7-8 years, the telecommunication and computer in-
dustry has begun to converge. However, he considers another prospective strategy for Conveneer
to be to either ally with a company of a similar size within, e.g. the multimedia industry; to be able to
present an overall solution to the potential customer. By the media industry, he refers to the compa-
nies providing the customers with the multimedia content in computers and mobile telephones.
This industry is noticeable smaller then the telecom industry and therefore allows Conveneer to
undertake action of connecting with partners of a similar size and power.

He further suggests that Conveneer should try to find mobile phone operators who are heading
out of the market and urgently seeking a boost and thus interested in getting access to a service
that can attract new customers.

Also Company Alpha and Beta have opinions regarding Conveneer’s prospective ways of access-
ing the market. Beta appears positive to Conveneer’s business idea, though they point out that it
is important for Conveneer to find a partner to start a joint project with. Their proposition is
that, if Conveneer wishes to acquire a large market share fast, they should target a firm that pos-
sesses similar resources as Beta. A company of Beta’s size possesses the knowledge, the needed
tools and the required funds to launch a product rapidly.

Alpha, on the other hand, has a contrary point of view compared to Beta and Christer. The
chances of accessing the market for a new firm without any invested capital are rather diminutive,
according to Alfa;
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This relies on the fact that you can not be sure the idea is that unique. You can
never be sure that hundred Indians or Koreans have not come up with the same
idea.

Their estimation is that the technique offered by Conveneer is well covered by the existing tech-
nique in networks through IMS.

3.4 Partnerships and Alliances

3.4.1 The Search for Potential Partners

Conveneer’s main interest lies in finding an ally who can provide them with resources they lack.
Marc and Richard agtree that an acquisition of the company/technology is not of interest to them.
On the other hand, Conveneer’s possibilities of staying ‘self-governing’ in a co-operation project
is not very likely according to Company Beta; especially since it often depends on the financial
situation of the participant in question.

Beta states that the number of firms being successful in keeping hold of their independence is
rather diminutive when participating in collaboration projects. Beta further suggests Conveneer
to try to seek sufficient basic capital before approaching prospective partners to proof that they
are capable of carrying a part of the costs.

Yet Beta accentuates the importance of trying to remain independent/self-governing and further
proposes;

Have well defined goals to work after and create an organisation where you can
build, and more importantly, keep your independence. Try to attract capital in-
vestments so that you can create an organisation where it is possible to offer more
of a package deal. Choose the members you want to approach carefully, and be
prepared with a well evaluated concept where you can say; this is what we have got
and this is what we can offer you.

Constantly searching its surroundings for potential partners is necessary for Conveneer, even
though it appears to be a challenging process. The managers at Conveneer clarify that Conveneer
is mainly interested in partners in the telecommunication sector, at least in the initial phase;

Our technical solution works just as well on computers/desktops but it is not as
interesting for us at the moment, the mobile phone has greater possibilities and in-
volves less direct competition. We also feel that we have very good business con-
tacts in this sector.

Furthermore, they accentuate that particularly partners with a large and existing customer base
and a way of thinking similar to Conveneer’s would be of interest. This way of thinking involves
a focus on the customer needs, and that the partner is willing to relocate a certain amount of
power from the mobile phone operator to the customer.

During the quest for finding the right partners, several factors need to be fulfilled for being con-
sidered as an appropriate ally. Richard explains that from Conveneer’s point of view, their poten-
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tial partner needs to be already in contact with, and furthermore, also have good relations with
various content providers. Marc continues;

(...) the strength of Conveneer at the moment is that the product can be ready for
selling rather quickly. The patent is supposed to be registered during the fall and
we already have some partners as well as a big mobile phone operator ready to
support us. The collaboration partners have to come up with the necessary re-
sources. These resources are crucial for Conveneer being able to offer high quality
to their customers.

The bigger companies seem to possess a more unclear opinion on why and how to pick a partner.
Alpha says;

We do not have regular working process to follow when looking for potential
partners, such as service providers. It might be that we get in contact with them
through personal contacts or that we might bump in to a product that we consider
to be interesting.

According to Alpha it is difficult to pinpoint the exact explanation to why Company Alpha
chooses one collaboration partner over another. Alpha explains;

Generally you want to launch a product, and you have a number of collaboration
partners to choose from. You choose to collaborate with the partner that can im-
prove the products level of experience to the end customer. It is unusual that you
have ready made functions that can interact with third party services.

Beta receives a lot of suggestions concerning new technology and business ideas from smaller
companies. If they perceive the proposed idea to be of interest, they ask the innovator to transmit
a presentation of the new product/idea

When we asses a product or service, we evaluate the technology and the concept
first, to see what the pillars are of the technology. Furthermore, we prefer to coop-
erate on a project basis. In case we discover a promising collaboration partner, the
project receives a budget and its own resources and objectives.

Beta further asserts that their policy is to develop the technology they lack in-house. If they are
not able to develop the technology in-house, they search the market for the possibility of acquir-
ing the lacking resource. They try to generate as many ideas as possible internally as they encour-
age their employees to come up with new ideas, e.g. through internal competitions. They also
possess a department within the organisation which scans the market constantly for potential
profitable markets ideas.

The answer to the intriguing question on how to find potential partners and how to get them
interested in future collaboration is, according to Christer, through nefworking; i.e. building a large
contact base in the relevant industries. Even though he has a sceptical attitude towards Conve-
neet’s current strategy of only approaching potential partners in the telecommunication industry
(as prior stated), he still thinks that it is especially important to have connections within this very
sector. This is mostly because of the possibilities of creating various types of pre-installations of
different software solutions in their telephones.

This leads to the next statement made by Conveneer regarding how to sell the technology.
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They think that during the process of contacting bigger companies, e.g. mobile phone operators
or manufacturers, it is of utmost importance to be able to refer to mutual contacts and other
credible partners. As stated by Richard;

When you contact bigger companies, say mobile phone operators or manufactur-
ers, it is extremely important that you have credible partners and competent people
to refer to, this is why we have put so much effort into the finding the right people
to our advisory board.

When presenting their technology, the managers at Conveneer always try to refer to someone the
potential partner knows. By this, they hope to increase the chances of faster and easier getting
into business discussion regarding their innovation. Conveneer’s idea, as it is presented to the
bigger companies, mainly concerns the potential of offering software solutions which can result
in an augmented amount of sold telephones;

Our idea, as it is presented to them, mainly concerns the fact that we offer soft-
ware solutions which can lead to a higher volume of sold telephones, to obtain a
higher customer value, or something like that. And we try to ‘dazzle’ them with the
prototype, of course.

3.4.2 Risks Associated with Alliances and Partnerships

Both Alpha and Beta communicates that the intention of a collaboration is to pursue mutual
goals within the alliance. Beta speaks of the essence of sharing and sharing the same core values,
whereas Alfa highlights ethical criterions, environmental policies and the importance of IPR regu-
lations.

Though, a collaboration is often accompanied by several risks.

Also Conveneer’s managers see the potential risks when collaborating with other firms. Richard
and Mark are aware of the fact that Conveneer’s company size is inauspicious, which can lead to
a situation where the partner can dictate the conditions for the collaboration, and consequently
demand exclusive rights to the technology. In that case, Conveneer would find itself in a disad-
vantageous bargaining position.

Alpha states that potential collaboration partners are each separately responsible for their own
risk taking. Alpha further believes that it is not a reasonable solution to assign the risk taking to
only one of the allies involved. Furthermore, they estimate that the main risk associated with col-
laborating with smaller companies lays in the smaller companies’ lack of the necessary economic
muscles that often is required when competing on the market.

Both Alpha and Beta implies that it does not exist a method for fully protecting themselves
against failures. You can always fail, but managing these kinds of risks is the only way of advanc-
ing on the market. Neither Alpha nor Beta agrees to a shared project if they are not utterly con-
vinced of the business idea’s superiority.

Collaborating is thus considered a prized notion by all parties interviewed. However, according to
Conveneer, protecting oneself is of extreme importance in the high-tech market. Each time Con-
veneer presents their business concept to a potential new collaborator they expose themselves for
an unavoidable risk. This risk could involve that someone would copy their idea simply through
changing some variable and basically replicating their innovation.
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This is the reason to why getting a patent is critical, according to Conveneer, even though they
try to protect their software through different contracts and partners. According to Marc the risks
associated with the presenting of their technology to potential partners are rather significant since
the mobile phone operators need to achieve an agreement on compatibility of software, as well
as, technology.

The managers at Conveneer have discovered some interest for their technology from potential
partners although they appear rather reluctant to invest in this area. Instead, they tend to invest in
different music services, which seems more promising to them.

Regarding this matter, Christer proposes that Conveneer should arrange meetings with persons
employed on the market relations side of the firm and to try to avoid the engineer side of the
organisation during the initial negotiation phase. He thinks that it is very important to demon-
strate the potential market appraising benefits of the technology to these persons.

3.4.3 Threats Related to the Co-operation with Smaller Firms

When it comes to the service and content providers, Alpha thinks that to be able to unite the
three sides (i.e. the operators, manufacturers and content providers) it is important to consign to
different kinds of gpen standards. Thus, the companies developing services have to ensure that
their products/systems are compatible with the mobile phones and other units. This opinion is
supported by Conveneer as Marc has stated that he thinks that, for Conveneer to be able to reach
to market, it is all about timing and compatibility with other kinds of technology. Additionally,
according to Marc, it is crucial for Conveneer being able to create a feeling of trust and confi-
dence that you can transfer to other potential partners.

As mentioned earlier, Alpha do not feel threatened by the fact there are a lot of small companies
with rather convincing technologies on the verge of entering the market today that might inter-
fere with the traditional and strong relationships between manufacturers and mobile phone op-
erators.

When asked about the possibility of emerging firms redefining the roles on the market, Beta has a
less strict attitude. They think that it is always important to take new technology seriously,
whether you see it as a threat or not is another question. They also have the opinion that coop-
eration with smaller firms offers several advantages, since smaller firms often are more innovative
and not so rigid in their thinking.

Beta also recognises that ignoring or underestimating small innovative firms would constitute
several risks, as for example the risk of not discovering an emergent technology — and thus disre-
garding possible first mover advantages - and consequently miss out on possible competitive
advantages. Also Alpha believes that certain advantages can be secured by the means of cooperat-
ing with smaller innovative companies;

You can cooperate with the smaller firms through the standardisation institutions;
you can for example push through a technology or protocol that can not be solved
in a similar way today.

3.4.4 The Question of Complementary Resources

Conveneer’s key strength regarding their technology is its versatility, according to Richard. By this
he refers to its capacity to integrate with various other services and technologies, the less costly
infrastructure needed to implement the technology, as well as, the simplicity and the user friend-
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liness. They also believe that all of these features give proof of comparative advantages compared
to their competitors. Marc points out that the unique part of their concept is the fact that indi-
viduals do not have to be dependent on anyone if they do not wish to. It is possible to transform
a mobile phone into a server, and thus connect people to each other without the interference of
an operator.

Those opinions are supported by Christer. According to him, their technology is groundbreaking
since it is so largely opposed to the ‘traditional’” approach of network building in the telecom in-
dustry. Christer says;

It is groundbreaking since it is so opposed to the ‘traditional” approach of network
building in the telecom industry. It is built upon the idea that the customer is not
dependent upon various intermediaries but can interact directly, without the forced
relations with the mobile operator.

According to Richard, Conveneer does not only posses a superb technology but also a high level
of credibility. By this he refers to the careful selection of people to take part of the advisory
board. The recruitment process is very important to them, since they are convinced that their
competitiveness depends on the right people being involved in the company;

Of course we value things like a high ambition level, a high working capacity, be-
ing able to catch up fast with new information et cetera, but we also put great im-
portance to the potential employee’s personality and that they are ‘international’,
so to say, in their way of thinking. Our business idea incorporates a special mind
set; we are highly motivated and willing to put all our efforts into this project, and
we expect the same from our co-workers.

Christer agrees on the fact that Conveneer’s strengths, besides the technology, lies in their techni-
cal and market competence, as well as a firm conviction in their technology. Conveneer’s belief in
their technology is deemed to be important for their advancement on the market.

Even though being considered unique by Christer, Conveneer is still dependent on critical re-
sources possessed by other companies to be able to enter the market. Richard specifies the criti-
cal resources they do not possess at the moment as distribution channels, heavy marketing possibilities,
expertise in price setting and possibilities to engage in any kind of potential customer research program. It all
comes down to exposing Conveneer’s brand to the customers, through various marketing and
distribution channels. Marc considers the critical resources to be provided by potential partners
as a willingness to integrate their technology with Conveneer’s, as well as a shared strategic ap-
proach regarding the customer being in focus. Technical competence and of course mutual trust
is also judged to be fundamental by Conveneer.

Alpha thinks that it is obvious why Conveneer might want to approach them with a proposal
since they are one of the world’s largest suppliers of mobile phones. Alpha also participates in
several collaboration projects aimed at connecting content providers, operators and the manufac-
turers. Based on this, Alpha believes that Conveneer is looking for support for their applications
in Alpha’s mobile phones. However, they do underline that this is merely possible through being
a part of a standard. A possible future collaboration does not have to be totally excluded but the
fundamental prerequisite is that Conveneer adopts the standard.

Critical resources for Beta when allying with a partner for a project are, of course, primarily the
perceived value of the new technology. Secondly important is that they share the same core val-
ues. Further, another important aspect is the exclusivity. Beta is not interested in investing bil-
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lions in a project someone else can easily access. Naturally, company Beta needs to inspect the
other firm’s resources and capabilities, such as IPR possesions, before agreeing on a collabora-
tion.

3.5 The Emerging Standard: IMS

The opinions as to whether IMS already should be considered a standard are dispersed amongst
the interviewees.

Even amongst the managers at Conveneer, there are some differences of opinion concerning the
eventuality of IMS being a standard. Richard has the opinion that IMS already, in some way at
least, can be seen as a standard. This because most of the big actors in the market already are
involved in the development of the technology. On the other hand, he does not think that IMS
should be considered as one single standard, but as several. This does not mean, however, that
the entrance is closed for other alternatives. Richard ensures;

It is my strong belief that there will be plenty of room for hybrids connected to the
IMS standards to evolve, although there may be some difficulties involved in inte-
grating them. But we do not consider this to be an obstacle for a small company
like Conveneer to take part in the evolution.

The other manager at Conveneer is of a similar opinion but is not as convinced about the fact
that IMS already should be seen as a standard. Nevertheless, he is strongly convinced that an
alternation of generations is in process regarding the old technology and that IMS probably will
become a standard. According to Marc, the problem with IMS is that it is too complicated and
aims at accessing the market too quickly, which, according to his assumptions, will leave room
for companies like Conveneer and Skype to co-exist.

Conveneer do not think that the mobile phone operators has a clear interest of knowing how the
services they offer are produced, and this is why they think that there is a possibility for them to
come in as a service provider, and possibly also as an alternative to IMS.

IMS only offers some alternatives, and do not provide the customer with enough
freedom. The customer will, for example, only be able to surf on the sights pro-
vided by the operator. This is only possible since the customer do not know what
they want or need, in this context, and the operator is thus left with a lot of free-
dom when constructing such a network.

Alpha is not as convinced that the technology offered by Conveneer could offer some added
value as opposed to IMS. The proposed expense savings with Conveneer’s technology compared
to IMS is not clear, according to Alpha, as well as the potential amelioration of user value that
Conveneer claims to offer. All together, they think it is difficult to discuss any comparisons with
IMS since it is yet to be released, but they are clear about the fact that if Conveneer is going to be
able to compete at all, they have to be compatible with #he emerging standard IMS.

Alpha is very specific about the imperative of adapting to the standard. This is further empha-
sized by the fact that only ten percent of their mobile units are so called Swart phones (with an
open operating system; Symbian OS). Smart phones are the only type of mobile unit that could
support a technology that is not standardised. The second type of mobile units often has built in
applications, and in that case it is almost impossible for a third party not following the standard
to join in.
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As the representative for Alpha tells us “No manufacturer wants to implement a support for a
function that only one deliverer can offer”, i.e. others have to be in it as well, if its going to be
interesting.

According to Alpha, IMS is standardized and thus more motivating for them. This is underlined
by Alpha’s conviction that not following an existing standard on the market would be foolishly.






29

4. Theory

In this chapter the theoretical framework will be accounted for. The theory chapter is constituted of parts from Por-
ters Five Forces Framework, the Resonrce-based view, the Network Theory and is wound up with Network Ex-
ternalities and Technological Standards principles. The different theories are later combined into one theoretical
[framework, designed to serve the paper with an analytical toolset.

4.1 Entering the Market

Organizations need to adapt the thythm of a turbulent environment, as it can not take its external
environment for granted to the same extent as it could before. Particularly, the development of
revolutionary and innovative technology products denotes new challenges for companies, as
mentioned in the introduction chapter. This new area of competitiveness attaches more of an
importance to loose organizations’ structures and the ability of being flexible. Companies are
exposed to novel and previous unknown factors and are as a result assigned to restructuring its
organisation to become, as well as, to be able to remain innovative (Nygaard et al 2002). How-
ever, not all innovative ideas become successful new products. To succeed with an innovation
several conditions have to be met, the innovation has to be aligned with the firm’s resources and
objectives, as well as aligned with the core competences and the strategic intent of the firm.

One part of Porter’s Five Forces model (Grant, 2005) is judged to be especially important for
businesses not yet possessing a respectable market position. Porter’s Barriers to Entry (from the
Five Forces model) provides us with an appropriate overview of the targeted industry. The barri-
ers to entry are defined by the type of industry and are thus different for each firm aiming at en-
tering an industry.

Industries characterized by a high extent of economies of scale can constitute a hindrance for
new entrants since they only have two options to choose from; of which both are related to ele-
vated costs. Either they invest plenty to achieve the same levels of economies of scale as the
competitors, or they invest less and accept the higher costs this gives rise to.

Some industries are also characterized by the fact that the first entrants to the market hold abso-
lute cost advantages compared to new entrants. High-tech markets are often related to high costs
for the development of innovative products, as well as IPR-associated costs (abbreviation for
Intellectual Property Rights).

Those markets where the end consumer needs to accept high switching costs might also be diffi-
cult to access, as the entering firm often is required to carry some of these costs if it has the in-
tention to increase the number of end consumers.

In addition, newly established firms might be burdened by the lack of experience and routines,
which in turn can lead to ancillary costs. Capital requirements can constitute another problem.
Some industries have imposed high capital requirements to entering firms trying to establish
themselves, with the intention to discourage other than large companies to enter the market.
Finally, one more critical aspect is how to reach the end market and thus the end-consumers; this
is indeed a motive for stressing the importance of building reliable distribution channels.
Additionally, a company has to have an in-depth understanding of the innovation dynamics; a
well crafted strategy, as well as a designed process for implementing the innovation.

If a company does not posses those resources it should explore its surroundings and find an ap-
propriate ally who can fulfil these requirements. Grant (2005) defines a firm’s resources as the
productive assets and the capabilities it possesses.
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“Ultimately it exists several ways for a firm to fill the gap that can arise between the firm’s own
resources and capabilities and what is required to successfully operate in the market. One way to
fill this gap in resources and capabilities could be through strategic alliances” (Grant, 2005).

4.2 The Resource Based View

By examining the resources a company possesses, it is possible to discover which resources the
company actually lacks. An ample awareness of ones gaps and possibilities, can thus facilitate the
forming of a solid business ground to proceed from.

According to Barney (1991) the resource-based view is based on two assumptions;

1. Resources and capabilities may be heterogeneously distributed across competing firms
(i.e. resource heterogeneity).

2. These resources and capability differences can be stable over time (i.e. resource immobility).

He has defined the firm’s resources and capabilities as all of the financial, physical, human and
organizational assets used by the firm to develop, manufacture, and deliver products or services
to its customers. Based on these two assumptions, Barney (1996) has prepared a resource-based
framework that can be used to evaluate the firm’s resources and capabilities and consequently the
possibilities for the firm to obtain sustainable competitive advantages.

- Are a firm’s resources and capabilities able to respond to environmental opportunities
and/or threats? (The question of 1Va/ue)

- How many competing firms already possess these valuable resources and capabilities? (The
question of Rareness)

- Do firms without resources or capabilities face a cost disadvantage in obtaining it compared
to firms that already possess them? (The question of Iwitability)

- Is a firm organized to support and exploit its valuable, rare, and costly to imitate resources
and capabilities? (The question of Organization)

These questions constitute the VRIO framework and can be used to evaluate any resource and
capability according to Barney (1996). The crucial point in this framework is to take in as many as
possible of these criterions to obtain sustainable comparative advantages.

Conversely, to a lesser extent one is able to accomplish these criterions, the chance decreases to
obtain winning advantages in comparison with the rivals.

According to the same author there is two ways of imitating resources, either through duplication
or through substitution. Duplication denotes the imitation of resources and capabilities and substi-
tution implies the substitution of some resources for other resources. He has also grouped the
reasons behind why resources and capabilities may be costly to imitate into three major catego-
ries:

¢ The importance of history in creating firm resources and capabilities
¢ The importance of numerous small decisions
¢ The importance of socially complex resources
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These categories thus affect the possibilities of others being able to imitate the firm’s resources.
Das et al. (2005) have brought forward the possibility that a company can optimize the firm’s
existing resources by combining them with other firms’ resources. In other words, the rationale
for entering alliances in this context would be the value-creation potential of firm resources that
are pooled together. That is to say if the realized value of those resources contributed to the alli-
ance is higher than the value realized either by selling or by utilizing the resources internally.

According to Das et al. (2005), firm resources are important indicators of the likelihood of firms
entering strategic alliances. This argument is based on the assumption that the more imperfect
the mobility, imitability, and substitutability of a firm’s resources, the more likely it is that other
firms will be interested in forming alliances with it.

Based on the framework provided by Barney (1991, 1996) and Das et al. (2000) one is supposed
to be able to identify the critical resources and capabilities possessed by each prospective partner
firm. This would also allow the researcher to assess the potential of finding partner firms inter-
ested in forming strategic alliances and possibly also the odds for a successful partnership.

4.2.1 The Network Theory related to the Resource Based View

The important notions from the Barney (1996) framework are the assertions that a firm’s resources
and capabilities are fundamental for its possibilities to obtain sustainable comparative advantages and the impera-
tive to organize its resources effectively to be able to fully benefit from them. In case a firm lacks critical re-
sources it could be able to acquire them through the belonging to a t network.

Gulati (1999) has discussed the possibility that firms may enter an alliance with a particular firm
based on the fact that it already shares a number of partners in common. He has accentuated the
detail that the firm’s relations imply a certain informational advantage compared to its competi-
tors and thus could be referred to as a network resource. Supported by the resource-based view,
Gulati (1999) has come to the conclusion that the firm’s network of relationships could be the source
of a sustainable competitive advantage since they often are heterogeneously disbursed within an indus-
try and often are influenced by historical measures taken by the firm.

This is further developed in his discourse where he clarifies that “a network of embedded ties
accumulated over time can become the basis of a rich information exchange network that enables
firms to learn about new alliance opportunities with reliable partners”.

Gulati et al. (2000) has identified several sources of competitive advantages related to the firm’s
network resources, amongst them;

- the network structure as a resource; meaning that the structural pattern of a firm’s rela-
tionships is unique and has the potential to provide the firm with a competitive ad-
vantage.

- network membership as a resource; implying that non-participants of the network may
be locked-out of new opportunities since they do not have the contacts required to
successfully compete in the market. This way of thinking implies that a resource-
rich partner with the right capabilities has the potential to provide a focal firm with
an inimitable source of valuable resources and capabilities, not accessible for non-
participants of the particular network.
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- Tie modality as a resource; thereby assuming that the strength and the nature of the
firm’s ties with its network partners could be valuable and difficult to imitate for its
competitors.

The crucial point needed to be understood here is that #he possibility that a firm’s belonging to a network
means equally having access to beneficial resources provided by the network.

These criteria are crucial to be able to obtain a valuable market position. Hence, according to the
above cited theory, a firm can benefit from an ambition of creating a value network.

4.3 Foundations of the Network Theory

4.3.1 Creating a Network

The Network Theory - supported by the Resource Based View — suggests that one could gain
competitive momentum from not underestimating the benefits of partner networks. This is ex-
plained by the means of networks defined as valuable resources and thus playing an important
role when trying to create sustainable competitive advantages.

The notion of networking involves the organization of those valuable resources which are seen to
be elementary for the execution of flourishing business ideas. Being a participant in one of sev-
eral networks is getting more and more important. Hence, a firm which is not yet a member in a
network needs to gain access to one (Chakravorti 2004).

Nygaard et al. (2002) explains that private network describes the individual’s relations to each
other, whereas the business network describes the relation between businesses. Further he claims
that the business network is founded upon private networks, as the company only provides
“nothing else than the name on the facade”.

According to Landstréom (2005), designing a network indicates a gradual synchronisation and
consolidation of the entrepreneut’s social network. This in turn, is regarded as a process of estab-
lishing the business. The process of connecting with others in the network is proposed by first
targeting the family members and then extending to targeting externals. Consequently, those rela-
tions become gradually professional. While implementing innovative business ideas one’s net-
work often functions as a supportive factor for refining the business plan.

Also the cultural aspect of building relationship should be considered. As Landstrom (2005)
states, it exists in Scandinavia a particular interest regarding the notion of networking. This bears

reference to the nature of the Nordic society, which;

(a) narrowly coalesces entrepreneurship and society and thus build the foundation
for social relations;

(b) generally possesses a traditional volition to cooperate;

(c) does not contain great distinctions between the different Scandinavian
countries, which implies that they are basically homogenous.
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Historically, the Nordic nations have been associated with the notion of networking, simply be-
cause of its traditionally co-operative culture.

Further, according to Landstrém (2005), a network is referred to as an entrepreneurial process of
organizing the essential resources for exploiting one’s business idea. Evidently, it is crucial to first
establish a relation to a network group. Seen from the Landstrém’s network perspective (2005)
for minor businesses, relations are established in three phases,

* Phase 1: Concentrating on important dyad relations.
* Phase 2: Translation of these dyadic links to socioeconomic exchanges
* Phase 3: Expansions of those links to a multiple exchange between parties.

The introduction phase focuses on the exploitation of private relations, such as family and
friends, and business correlated relations such as work colleagues et cetera. Those relations can
form significant resources regarding the company’s ambition to consolidate its position. Gradu-
ally, a number of dyadic relations get sculptured, providing the company with resources needed
to establish the business idea.

Phase 2 emphasises the transition from social to business relations, whereas it alleges a mergence
between these two, e.g. when friends becomes investors. By this, the relation goes from being
one-dimensional to two-dimensional. This transforms the network structure to a stronger organ-
izational form.

The third and final phase explains the expanded dimension of those relations, which can arise
through several ways, e.g. the bank not only being an advisor but also accepts the role as creditor.
Hence, a personal relation converts to an expanded business relation, which is fundamental for
structuring a company’s organizational stability and consequently brings it a step further towards
the completed establishment (Landstrém, 2005).

During the process of creating the network, several central elements need to be reflected upon
when trying to accomplish a well structured network group to be able to extract beneficial aspects
from it.

Landstrom (2005) stresses the importance of centrality in a network. Centrality is a powerful no-
tion when it comes to networking and it addresses the correlation of gaining power in a relation.
Focusing on a few central actors in a network allows the organization to increase its power intensity. According
to the same author, it is important to be a participant in a social network which features short and
tight communication possibilities to the central actors.

Furthermore, it is essential to initiate a network with few overlapping relations (Nygaard et al.,
2002); by this referring to a number of autonomous relations to different partners, which in turn
are not previously interconnected. Nygaard (2002) visualises those kinds of relationship as a fan,
called #he Overlapping Network Fan, where the overlapping relations in a network gets displayed.
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Figure 1 The overlapping network fan
Source: Nygaard et al., 2002

This can be related to the essence of the study performed by Gulati (1999); when contemplating
an alliance with a specific firm; one should not only be influenced by the potential partner’s ca-
pabilities but also the potential partners’ location in the network.

Hence, one should aim at establishing alliances with central firms in the desired network structure
that enables the development of further alliances.

4.3.2 Theoretical Networking Cogitations

So far, the importance of creating and belonging to a network has been highlighted to obtain a
fundamental and secured business status on the market. However, it is important to stress the
fact that simply relying on its network for an innovation to succeed is not enough.

A number of notions have been prepared by Chakravorti (2004) aimed at explaining that az inno-
vation has to overcome two fundamental barriers to progress in the market and to create a new status quo;

1) Induce a change in the mutually reinforcing choices being made by the network
participants in the status quo.

2) Recreate mutually supporting and consistent set of choices across the network
that favours widespread adoption.

To further explain Chakravorti’s statement one can say that the more difficult it is to assume
modifications made by one or several participants, the more members it has and the more inter-
connected it is. Meaning that the switching costs for a single participant connected to the adapta-
tion to those changes in the network are higher the more interconnected the network is.

This is simply grounded on the fact that the more one’s strategic business partners are network-
ing with others, the more problematic it is to navigate the adoption network.

This declaration made by Chakravorti poses a paradoxical phenomenon, since it is claimed the
more interconnected the network is, the easier it should be to diffuse an innovation, but it still
needs to confront the above mentioned barriers.

However, the impact of an innovation is still to a certain degree dependent on its collaborators.

No matter how promising the new technology might be, the right connections in a network are
the determining factors for its achievements on the market. The increase in efficient communica-
tion and new technologies, and the fact that market participants expect to get information from
multiple sources makes the belonging to a network significant even for the most ingenious inno-
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vation. The decisions made based on this information, will affect others and their decisions which
in turn will affect others and a chain reaction is created. The risk of failure if not belonging to a
network is notable.

4.3.3 Prearrangements of Strategic Business Relationships

It is important to recall that a network has no value without credibility and trust between its
members. Networking is about gradually absorbing the process of mutual matching of businesses
products, by exchanging experiences and reducing or eliminating uncertainty.

Sharing information leads logically to a more open atmosphere, at the same time as it represents a
commitment, which furthermore in a spiral way generates an augmented level of trust. This is
perceived to be an important platform when forming business relationship with the intention of
achieving mutual goals or creating new values. (Zineldin, 2002).

The social networks provide a growing company ascending legitimacy and as well supports and
strengthens its confidence. Moreover, networking - in form of social and business related coop-
eration — accelerates at the same pace as the innovative firm refines and consolidates its organiza-
tion form. An explanation for this is the firm’s rising self-esteem during this process of connect-
ing with new business partners, at the same time as the entrepreneur gains business experiences.
At the same time the entrepreneur acquires a higher acceptance and in turn becomes more inter-
ested in external relations and in the development of more strategic business relationships (I.and-
strom, 2005).

4.4 Strategic Business Relationships

Earning trust and legitimacy are vital sources for the creation of a solid ground to support the
business idea. This supposedly increases the possibilities for the firm to reach a prosperous mar-
ket position. As companies are exposed to a more competitive environment they are forced to
cooperation to compete — this is also known as co-gpetition — something that is developing into a
brand new market concept (Zineldin 2002). An essential perspective is that strategic cooperation
aims at achieving enhanced customer and business satisfaction.

Rese (2000) discusses the intentions of forming partnerships to achieve competitiveness com-
pared to its rivals on the market. Firms who are included in any form of strategic partnerships are a part of a
valne creating network. It is also further argued by Zineldin (2002) that a company should collaborate
through strategic networks as long as the total cost of this operation is inferior to the cost of the implementation of
this collaboration. Expressed in a different way, the partners involved in the network should draw
near a situation where nobody risks the hazard of failing.

When entering a partnership, several factors have to be considered. When a firm is a part of a
partnership, which is seen as a governance mechanism, it is differentiated from other forms of
coordination regarding the degree of specific investments. Rese (2006) continues by pointing out
that it is important to find collaboration partners that are able to offer substantial advantages.

It is important to take into consideration under which circumstances the partnership was initiated
and on what basis it was founded. To avoid situations where one part feels dissatisfied is it a pre-
condition that no one comes out worse off by entering the partnership. This is related to the fact
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that the reason for entering a strategic business relation is the ability to create win-win effects for
the partners involved and to strengthen its competitiveness (Rese 2000).

When joining strategic alliances with the intention to achieve competitive advantages, it is also
important to be aware of the possible risks associated with the partnership. One of the contro-
versial issues is the perceived control intensity by one of the firms. When two firms start cooperating
they have to start taking mutual decisions. The success of the project depends on the effort un-
dertaken by both participants. Another potential risk is the /loss of trade secrets.

Mohr et al. (2005) exemplifies the uncovering of trade secrets as the riskiest aspect of an alli-
ance/partnership. The potential risks involved with partnerships are further listed in Fignre 1.

However, it is equally important to distinguish the prerequisites of a successful partnership. First
of all is it important that both parties rely on each other. It has to be a give-and-take relationship
based on equal motivations, as an unbalanced interdependency can create a bigger vulnerability in
one firm. On the contrary, a looser structure of interdependence might cause a lack of mutual
commitment. Mohr et al. (2005) mention the bothersome course of finding an equal balance of
dependency when small firms enter a partnership with larger ones. In such a situation the risk
appears greater and therefore should be paid special attention. It is recommended, that the govern-
ance structure — meaning the terms, conditions, systems and processes used to manage the interactions between two
companies - should be adapted to the level of risks involved in the partnership.

Reasons to partner Risk to partnering Success factors

Access resources and skills Loss of autonomy and control | Interdependence

Gain cost efficiencies Loss of trade secrets Appropriate governance struc-
Speed time to market Legal issues and antitrust con- | ture

Access new markets cerns Commitment

Define industry standards Failure to achieve objectives Trust

Develop innovations and new Communication

products Compatible corporate cultures
Develop complementary Integrative conflict resolution

products

Gain market clout

Table 1: Reasons to enter partnership

Source: Mobr et al, 2005

Hence, being aware of potential risks is crucial. In order to access the market, there are several
forms of partnerships to choose from, as discussed by Mohr et al. (2005).

Veertical partnerships concern the cooperation with other members of the supply chain (suppliers,
distribution channel members or customers). This kind of relationship is often formed with the
purpose of reaching a higher level of effectiveness throughout the supply chain which is more
fitted to the needs of customers, and to access downstream markets.

Horizontal partnerships are formed either with competing firms or with firms of complementary
resources. By joining a partnership with a competing firm one can help each other to gain market
access otherwise unattainable, or one can cooperate with the clear purpose of setting a new stan-
dard for a new technology and/or be stronger against a mutual competitor.

The complementary partnership is defined by the cooperation of two or more firms joined together to
offer complete and integrated solutions, e.g. when Hewlett Packard and Kodak together pursued
the digital market.
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In conclusion, a company who has yet to create a direct link to its target group can possibly gain
access to it through a partner who already has built a loyal and stable customer base. In doing so,
the company has to be aware of risks and prerequisites for success associated with the partner-

ship.

4.5 Network Externalities and Standards

According to Mohr et al. (2005), the value of a product increases and decreases with the number
of people using it. The classic example is physical networks, e.g. a telephone connection is not
very useful if only few people use it. This phenomenon is referred to as nefwork externalities. Net-
work externalities can only appear on markets where a product’s compatibility to another is important,

e.g. choosing a computer based on the number of others users of the platform, rather then based
on the technological benefits perceived from it.

The effects of network externalities are becoming more and more relevant; this can be exempli-
fied through the competitive advantage that Windows attained when IBM decided to install the
Windows operating system on their computers. Since IBM already used other software programs
by Microsoft, this offered a possibility to lock numerous other players out of the market, such as
Geoworks and Next.

Network externalities enjoy the benefits of enbanced competitive advantages based on the increasing popularity.
This often results in a vigorous growth which denotes not only economies of scale on the sup-
plier side but also on the demand side. This is why some firms offer their products for free in
order to fast build up a base of loyal users which will make their product more attractive (Shapiro
1999).

Network externalities pursues to cross the dominating design on its target market and to set a
new standard. A new standard arises because many technologies experience a greater value as the
number of users increases.

New technology > network externalities > standard

Once a technology is accepted by more users several effects will arise; a technology which gets
accepted as a standard will get exposed to new technical improvements and further applications.
Moreover, the more common the usage of a technology becomes, the greater becomes the
knowledge about it and which in turn facilitates the comprehension of its applications. This is
often referred to as the /leaming effect (Schilling, 1999), meaning that while the users repeats the
process of using the new technology they often find new ways of using it more effectively which
often results in new improved technological solutions.

Standards are important since new technologies are often not compatible with each other and
render the diffusion of the technology more difficult. Applying the idea of network externalities
together with standards, the first company that will have its technology widely adopted by a ma-
jority of the users, can consequently proclaim itself being the one setting the technological stan-
dard. On the contrary, an open technology helps competitors to develop compatible alternative
technologies in order to occupy a part of the market. This is the reason why it is so important to
get the technology widely accepted as soon as possible, since “the more successful a firm is in
getting its technology accepted as a standard, the more successful will it become in the future”

(Mohr et. Al 2005).

According to Hill (1997) and Shapiro (1999), the quest for setting a new standard is about reach-
ing a critical number of users. This also includes the customers’ expectations as a relevant factor.
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Referred to as expectations management, it is considered to be crucial to practise an outstanding
management of those expectations, even though it of course is the consumer who in the end
decides whether to accept the new technology or not. A new technology that is expected to be-
come a standard will then become it as well, as a sort of self-fulfilling expectation.

Hill (1997) further develops this as a standard needs to have a least one valuable resource, a po-
tential standard technology and in addition to the critical resource, possess other resources e.g.
distribution channels, patents and a brand name. He believes there are two criteria which have to
be developed when establishing standards; number of users and product compatibility.

One strategy when a firm wants to set a standard is to cooperate with another firm when releas-
ing a new technology. In this way do they signal to other members in the market that this tech-
nology will be a standard in the future (Hill 1997).

These self-fulfilling expectations are a manifestation of positive-feedback economics effects. The infor-
mation technology is driven by economics of networks (compare this to the former industrial econ-
omy that were driven by economies of scale) where the key concept in economies of networks is
positive feedback. The essence of positive feedback is that success leads to more success and
failure leads to failure. Per contra, the “backside” of positive feedback - negative feedback — is
defined as where success leads to failure and failure leads to success. When more than one firm
competes on the market, only one can pronounce itself the winner. Shapiro’s explanation (1999)
for this is that new users will select the firm they believe has - or will have - more users connected
to its network.

Consequently, networking companies attempt to convince consumers that their product will be
the ultimate standard, while at the same time struggling to eject competitors from the market.

Market share 100 4
in procent Winner (Firm A)
75
50 Battle zone
25
0 Loser (Firm B)

»
>

Time

Figure 2: Positive feedback
Source: Shapiro, 1999

Figure 2 illustrates a market with a strong feedback effect. Firm A and firm B possess 60 % re-
spectively 40 % of the market shares. The curve shows that B will lose its market share in the
long run to A, who then will take over the market
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4.6 The Analytical Framework

The analytical framework used throughout this paper is visually illustrated below;

MARKET BARRIERS - Deftined by the type of industry

- Can constitute a hindrance for

new entrants
RESOURCE BASED VIEW - Evaluation of a firm’s
resources & capabilities
- Resources as an indi-
cator of firms entering

v strategic alliances

LOCATING A PARTNER - Netwotk as a resource
VIA NETWORKING - Centrality
- Perceived control intensity

- Trust & legitimacy
Q ; - Co-opetition & risks

ACCESSING THE - Vertical, horizontal &
MARKET complementary partnerships
NETWORK EX- - Learning effects
TERNALITIES - Expectation management
- Positive feedback economics

effects
- Economics of networks

Figure 3 The Analytical Framework
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The analytical framework in Figure 3 commence with the exposing of possible barriers in a com-
pany’s environment, which are slowing down the process of launching a new product or estab-
lishing a business in the specific industry. This part of the familiar Porter’s Five Forces frame-
work serves as a base for the further analysis of potential shortages in valuable resources and the
potential of acquiring these resources from its surroundings.

Supported by the resource based view, networks are considered to be potentially competitive and
sustainable resources. By choosing the “right” partner in a network, a firm is able to gain access
to the market for presenting a new technology or product to its target group.

At this point, it is expected that the amount of existing users augments as more and more people
adopt the product, also known as network externalities. The possible expansion of the new tech-
nology is about breaking the dominating design on the market in order to be able to set a new
standard.
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5. Analysis

This chapter unites the theoretical and empirical sections of this thesis. The concluding results of this analysis will
be presented in the next chapter.

5.1 From Innovative Idea to Successful Product — a Clear Path?

How come not all innovative ideas become successful new products?

One reason might be that the innovative idea never reaches the market, because of diverse barri-
ers to entry that have been stipulated by the existing actors in the industry.

Relating this concept to the telecommunication industry, several barriers to entry can be identi-
fied; the difficulty of accessing distribution channels directly to the customer, the switching costs
related to the adopting of a new technology (if it is not compatible with the existing one), as well
as the capital requirements in terms of IPR costs for example. The difficulty of accessing distribu-
tion channels directly to the customer is mainly related to the fact that it is more or less merely
the mobile phone operator that has a relation to the end customer.

These entering barriers impose a lot of restraints on the small company without the necessary
resources. Hence it is often obliged to resort to different kinds of strategic alliances to be able to
access the market and this is also the assumption made in our analysis.

After have read the different interviewees interpretation of the situation, a more or less unani-
mous view has emerged regarding the prerequisites for being able to compete in the telecommu-
nication industry.

Christer Mansson, consulted in the empirical section on the basis of his experiences from the
telecom sector, underlined the fact that no corporation can dominate the telecom industry as
some companies have been able to do in the computer industry. The telecommunication industry
does not hold such a dominant actor as Microsoft or IBM that more or less single-handedly can
set the technological standard and force everyone else to adjustments. His explanation to this is
that the telecommunication industry since the very beginning has been characterized by the need
of cooperation.

Cooperating in forms of converging the different national telecom standards originally founded
by the governments and other regulation counsels, a cooperation that became necessary when the
globalising started to take place and people wished being able to communicate over the borders.
He claims that this urge for cooperation still should be considered as prevailing in the industry.
This assumption is highly supported by the fact that both consulted OEM manufacturers, during
the course of the interviews, talk in terms of the main actors in the supply chain /Zving in a kind of
symbiosis. This notion of symbiosis implies that nobody can force through a change without the
cooperation of the others.

Hence, it becomes obvious that Conveneer needs to cooperate with other actors if they wish to
gain access to the market. The terms of standards, networks and connections are mentioned
repeatedly throughout the interviews, something that suggests that it is 7ot a recommended strategy to
try to go it alone in this type of industry.

At the same time as the market is characterized by the need of cooperation, it can furthermore be
distinguished by a certain rigidity in terms of who does what and when. This applies particularly to the
mobile phone operators, according to Christer. He describes this as a widely accepted imagina-
tion of them owning the customer and thus being the only ones that can have a direct connection to
the end customer. Some opinions, on the other hand, presented by Company Beta could indicate
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the possibility of this conception slowly starting to loosen up amongst, at least, some of the ac-
tors;

(... ) the cell phone industry stands in front of an evolution which involves a dif-
ferent structure concerning the operators role on the market (...) I believe that, in
the long run, it is possible to exclude much of the operators involvement (...)
Third party suppliers will probably be more involved in this, as well as, probably
the smaller firms.

5.2 Applying the Resource Based View

Based on the resource based view and more explicitly the VRIO framework, one is supposed to
be able to evaluate if a specific resource or capability might give rise to sustained competitive
advantages. Even though it might appear like some kind of transfusion of the roles of the market
could be in progress, it does not appear to be too far-fetched to apply resource based thinking to
this situation.

5.2.1 Identifying the Resources

During the course of the interviews several resources has been identified by the interviewees as
critical to possess in order to be able to compete in the telecommunications industry.

At least Company Alpha seems sure of the fact that the operators possesses some kind of a re-
source that is difficult for the other actors on the market to personally access. They believe that
the mobile phone operators would be difficult to discard because of their ability to bill the cus-
tomer, hence put in other words, their direct connection to the customer. Furthermore, they do
not believe this direct channel to the customer to be transferable versus other companies in the
industry. This because they think that this would appear too complicated to the customer and as
a consequence would not be of interest to them. Company Alpha shows proof of a belief that at
least some resources and capabilities may be heterogeneously distributed across competing firms
(i.e. resonrce heterogeneity) and that these resources and capability differences can be stable over time
(i.e. resonrce immobility).

Consequently, assuming that one considers the direct channel to the customer to be a resource
or a capability; one could presumably apply the VRIO framework to make some kind of assump-
tion if a resource or capability could be considered to be of critical matter for a company to have
access to.

Another, although yet lacking, critical resource identified by the managers at Conveneer during
the course of the interview was funds or invested capital. This because they think that a capital
investment would have a positive impact on the attractivity to potential partners, as well as pro-
viding Conveneer with extra strength in negotiations with possible partners.

Both Alpha and Beta agree that an advantageous strategy for Conveneer would be to try to at-
tract some kind of investor. That investor should be interested in putting enough economic capi-
tal into the company so that Conveneer can offer more of a package deal, i.e. a more evaluated
concept, as well as to provide a more profound economic base that allows to bear more eco-
nomic risk in a potential partnership or alliance. This would definitively increase their attractivity
to potential partners according to Alpha and Beta. Thus, also invested capital can be considered
to be an important resource in this industry and accordingly be evaluated through the VRIO
framework.
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Another important resource identified during the course of the analysis is contacts or the access
to relevant business networks, since it as prior mentioned, seems to be a prerequisite for being
able to compete in this industry. Conveneer mentions that personal connections and the notion
of networking appear to be key words for them to be able to successfully operate on the market.
They mention that having connections to the right people enables them to talk to other companies
and presenting their technology. On the other hand, without the right connections, they consider
it to be much more difficult to get the right people to listen to their proposition. This assumption
can be supported by Alpha who says that they do not have a clear working process when looking
for potential partners, they might get in contact with them through personal contacts or just by
chance.

Which resonrces do then Conveneer possess and can they be considered to be valuable for other parties in the indus-
try, in fact so valuable that they would be interested in entering an alliance or partnership with Conveneer?

Conveneer themselves have identified their most valuable resources to be their technology and
their credibility/network of credible and competent people connected to them. This is also
Christer’s assessment of Conveneer’s key strengths; their technology and their technical and mar-
ket competence.

As a summary the following resources has been identified as the critical resources that Conveneer
needs to get access to be able to gain admittance to the market and the resources that they pos-
sess at the moment;

External resources Internal resources
» direct channel to the customer » Conveneet’s technology
» funds or invested capital » Conveneer’s credibility/network of
credible and competent people
» access to relevant business networks

Table 2 External and Internal Resources

5.2.2 Evaluating the Resources

Excternal resonrces

The direct channel to the customer

The direct channel to the customer has been identified by all interviewees as a critical resource.
Only one party in the value chain possesses this resource (i.e. the mobile phone operators), hence
it must be considered to be rare.

Other parties of the value chain are highly dependent on the proprietor of this resource, since it
is the operators that for the most part receive the payments for the services provided by both
them and the content/service providers. Also the manufacturers are dependent on the proptie-
tors of this resource as most of their telephones come as part of package deals with a telephone
subscription. Even though both Beta and Conveneer deem it to be highly possible that this rela-
tion might be altered in the future, they both do admit that the only ones possessing this resource
at the moment are the operators.

The inimitability of this resource can be assigned to Barney’s (1996) notion of the importance of
history in creating firm resources and capabilities, since there is a long tradition of the mobile phone op-
erator being the only one with a direct contact with the customer that stands in the way of
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change. The possibility of this resource becoming imitable (e.g. through other parties of the value
chain building a direct billing relation to the customer) or substitutable (e.g. through the possibil-
ity of changing the operator’s role in the value chain) is feasible but the fact remains that, as
Christer says, that the operators are solely organized for the purpose of supporting and exploiting
this resource. Thus, getting in contact with a proprietor or a network that is connected to the
proprietor of this resource is judged to be important to Conveneer.

Funds or invested capital

Funds or invested capital is vital to be able to build an organisation capable of delivering the
technology to the customers, thus the question of value can be taken for granted and the ques-
tion of rareness does not apply here. However, Conveneer has the option of either acquiring it
through imitation (e.g. getting hold of an external investor) or through duplication (e.g. through
the pooling of resources with a company possessing this resource). The notion of ‘duplication’ of
this resource implies that the co-operating company possessing this resource, already is organized
in an effective way that is in favour of supporting and exploiting it.

The access to relevant business networks

This resource has been defined by Gulati (1999) as a network resource and could be a source of sus-
tained competitive advantage since it is often heterogeneously disbursed within an industry and
often are influenced by historical measures taken by the firm. All interviewees have identified this
resource as particularly important to have access to in the telecommunication industry, since col-
laboration is a prerequisite for the development of compatible technology. In this particular case
a membership in the right network could provide Conveneer with a head lead compared to non mem-
bers of the network, since the membership itself could involve technological collaborations with
other companies as well as the access to all of the above listed resources.

Internal resonrces

Conveneer’s technology

The evaluation of Conveneer’s technology through the means of the VRIO framework is a com-
plex matter. The interviewees have expressed conflicting opinions as to whether the technology
should be seen as valuable, rare and inimitable. Seen from one perspective (from the view of the
managers at Conveneer, Christer and to a certain degree Company Beta) the technology has great
opportunities of being rare and inimitable, as it is considered to represent a brand new way of
thinking and has the potential of becoming a disruptive technology.

Company Alpha on the other hand is not so sure about the uniqueness related to Conveneer’s
technology as they think that it contains more or less the same features as the emerging standard
IMS. This could possibly be influenced by the fact they only were given a limited amount of in-
formation regarding the technology. The same goes for Company Beta, thus it is difficult to come
to any conclusions regarding this matter.

The question of value when it comes to new technology, as mentioned in the introduction chap-
ter, is often related to the number of users and the notions of nefwork externalities and whether or
not it can be compatible with or become the standard. Accordingly, it is yet to see as to whether
Conveneer’s technology will become a sustained comparative advantage or not as it is dependent
on a number of sub factors of which some of them will be discussed further along in the analysis.



45

Conveneer’s credibility/network of credible and competent people

Conveneer’s credibility in terms of their personal and business network is in this analysis consid-
ered to be a valuable resource. This owes to the fact that it has already opened doors for Conve-
neer and allowed them to get in contact with customers and partners that they would not have
gotten in touch with otherwise, as they have witnessed in the empirical section. It is likely that
other companies possess a similar network of people but it is highly unlikely, on the other hand,
that another company possesses the exact same resources in forms of personal contacts. This is
principally due to #he importance of socially complex resources as defined by Barney (1996) and should
thus be considered to be more costly to imitate for firms not possessing the resource. The essen-
tial question for Conveneer concerns how to organize this resource effectively to be able to with-
draw its full value contributing potential.

5.2.3 The Potential of Resource Pooling

The above listed resources are all, more or less, related to each other in a cause and effect man-
ner. It is as a consequence difficult to isolate the different resources since they are valuable be-
cause they are related to each other. Hence, Conveneer’s network of credible and competent
people would not be valuable without being combined with the technology. In a similar way
would capital probably not be of any use if one did not have access to the either a direct channel
to the customer or a business network that could offer a channel to the customer.

As stated by Das & Teng (2005) firm resources are important indicators of the likelihood of firms
entering into strategic alliances, for the reason that the more imperfect the mobility, imitability,
and substitutability of a firm’s resources is, the more likely it is that other firms will be interested
in forming alliances with it.

To conclude, this section of the analysis has defined as well as evaluated the resources a potential
partner should possess as well as the resources that Conveneer possesses that the partner might
be interested in. Assumed that the realized value of those resources contributed to the alliance is
higher than the value realized either by selling or by utilizing the resources internally, an alliance is
recommended.

5. 3 Applying the Notion of Networking

When applying the network theory and combining this with the empirical data in this paper, an
important question emerges as to what kind of risks Conveneer needs to handle when allying
with another organisation.

With the purpose in mind of accessing the market through associating with an adequate partner;
three possible scenarios will be investigated in this section.

5.3.1 The Creation of a Network

During the initial phase of becoming working colleagues, after have received their master degree
in Lund, the managers at Conveneer; Marc Klefter and Richard Lindberg, experienced all of the
different phases expressed by Landstrom (2005).
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This phase was characterised by the notion of connecting, first with each other, then with externals.
As they passed through phase one (concentrating on important dyad relations; Landstrém, 2005)
of first being friends and then developing their relationship to a more business related relation-
ship, they took the first steps of laying a foundation for the company.

By examining their private surroundings, by this referring to their respective private relationships,
they got in touch with several friends and acquaintances that later proved to be valuable business
connections. Those valuable business connections were for example their fellow students and
colleagues at the University that got involved in Conveneer on a deeper level by acting as profes-
sional support or by taking part of their advisory board.

The transformation of their relations from private to business equivalents is an exact match of
the described phase two (translation of these dyadic links to socioeconomic exchanges; Land-
strom, 2005) which deals with the establishment of a business network.

Starting off with Marc’s and Richard’s friendship acting as a platform for the further develop-
ment to a professional relation and then consolidating this relation by investing in Conveneer,
equals the described phase three (expansions of those links to a multiple exchange between par-
ties; Landstrém, 2005). Also their personal network that accepted to take part in the creation of
the company can be related to this phase.

During the process of establishing important connections, in their private, as well as, business
surroundings, Marc and Richard have both stressed the importance of communicating a sense of
legitimacy when approaching partners. By this they accentuate the importance of being able to
demonstrate a credible advisory board as well as the importance of being able to refer to a net-
work of respectable members. Also Conveneer’s recruitment process is well elaborated and is
characterised by a careful selection of those candidates who appear to be the most promising; this
makes the ambition of being considered as an already established organization evident.

The keyword “legitimacy” is an adequate platform for earning trust from externals which are
not yet involved in the network, in terms of attracting their curiosity and interest.

The exposure related to the presentation of their innovation to possible collaboration partners
contributes to an open atmosphere and demonstrates the commitment to its innovation; as also
stated by Zineldin (2002). By uncovering some parts of the technology they hope to attract the
interest and trust from the potential partner.

Conveneer’s willingness of pursuing mutual values and goals are necessary conditions for Alpha
and Beta to get interested in a collaboration with the company. As they stated in the empirical
section, both get in touch with interesting business ideas and technologies through recommenda-
tions from existing network partners. Hence, they put more trust into the suggested business idea
based on the fact that their partner already earned the legitimacy and trust of both Company Al-
pha and Beta.

However, Conveneer does not posses an established relation to an organization with a high level
of legitimacy at the moment. The first step of generating trust is not dependent on the people
employed at Conveneer (or its advisory board) respective its minor network; the source of gener-
ating trust is based on the possibilities of Conveneet’s technology to generate value-adding
elements to the future partner’s product. However, it is a complicated and rather long procedure
to earn the trust of others, particularly if they hesitate about the perceived uniqueness of the
technology as in Alpha’s case.

At this point the bigger company, who already enjoys the benefits of its extended network of
business contacts, often tends to turn down small companies based on its assumption that the
small company just wants to exploit the bigger companies resources and connections.

Obviously, it is not only a matter if generating trust and legitimacy that is in question here, but
also about being able of generating trust guickly. As Conveneer urgently needs to develop a high
level of credibility to be able to access the market, it lies in their interest to be able to present the
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innovation in a credible way to potential partners combined with supporting elements such as a
trustworthy advisory board.

5.3.2 Risks Related to Allying with Bigger Companies

Landstrom (2005) points out the importance of trust when creating a group of associates and
how trust acts as a crucial module when trying to access the market and business networks. It is
therefore important that Conveneer is able to confront the emerged suspiciousness by others
regarding the potential of their business idea and its technology. Conveneer must try to develop
itself to a partner with an equal level of influence as that of the other partner. To achieve this,
Conveneer must try to further develop their external resources (the direct channel to the cus-
tomer, funds or invested capital and the access to relevant business networks) as well as internal
resources (Conveneet’s technology, Conveneert’s credibility/network of credible and competent
people).

The actual process of achieving these preconditions takes time, but Conveneer must accomplish
this to become a central actor in its network; and by this becoming indispensable. This is naturally cor-
related to the capability of generating trust (Zindeldin, 2002). By becoming increasingly more
important to their network of associates, Conveneer’s technology becomes a potential important
element to cell phones and therefore acts as a base to experience the effects of network external-
ities. Zindelin (2002) stresses the importance of reaching a win-win situation, where the partners
included in the project need to extract benefits and not disadvantages from the partnership.
Hence, if Conveneer succeeds in reaching a position of increased influence through the variables
cited earlier, a win-win situation might appear.

For Conveneer the intention of strategically allying with others is obvious, since they lack the
direct link for accomplishing their current business mission; to enter the market. They need to
acquire this from the external environment, even though finding a partner from an outside envi-
ronment interested in aligning with Conveneer might be difficult.

Besides Conveneer’s capacity of generating trust through its network and the fact that they need
to appear professional when presenting their ideas, they need to attempt to fully convince the
potential partner that an alliance also is essential to #he, therefore attaining a win-win situation.

As Rese (2005) substantiates, firms who are included in any form of strategic partnerships are
part of a value creating network. Conveneer needs to put in more effort into persuading the po-
tential partner, since they are the provider of products that enables the functionality of Conve-
neer’s software.

The reluctance of Company Alpha to believe that Conveneer would be able to progress in the
establishment of a stronger organization owes to Conveneer’s deficient financial base, which
minimizes their strength on the market. Hence, there is a great likelithood of an unequal power bal-
ance, which can be related to the notion of centrality (Landstrom, 2005). Conveneer’s main intet-
est is to stay independent (independent in terms of staying self-governing and not being acquired
by another company) in a partnership and they aim to get involved in a partnership that involves
the possibility of obtaining the lacking resources. Finding a balance in the power structure can
thus be problematic because of Conveneer’s company size, compared to its potential ally, and the
urgent need of acquiring resources that only can be offered by an external partner, at the mo-
ment.

Here it is relevant to assess the extent to which Conveneer is in need of the lacking resources, in
proportion to becoming too inferior its bigger ally.
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The risk of losing #rade secrets, or actually, in the case of Conveneer their entire business idea is
evident, by being too open when presenting their technology. This accentuates the importance of
acting trustworthy, or other parties might be tempted to try replicating or recreating the system
through a smaller modification of Conveneer’s technology. Conveneer is aware of this potential
danger, since they stated in the empirical section that they can more or less only protect them-
selves through a patent.

When eventually agreeing to a future partnership, Conveneer appears compelled to uncover the
quintessence of its innovation, in order to enable other parties to make their product compatible
with the software and technology. The combination of being znferior positioned to its partner (in
terms of not being a central actor) and by this risking #he possibility of being forced to reveal most of its
innovation, raises Conveneer’s vulnerability. Hence, such a situation augments the risk of ending
up in a worse bargaining position then the initial or even risking being precipitated.

Both Alpha and Beta monitor interesting, innovative and potential profitable ideas. When com-
mitting to a co-operation, they are aware of the 7isk of failing in the accomplishment of a project.
Both Alpha and Beta agree that there does not exist an infallible method of protecting themselves
from failure, and they need to progress on the market without being largely interrupted by it if it
occurs.

However, a failure does not get easily overcome by a minor firm that lacks both essential re-
sources and financial capital to survive. The initial search for connections, based on the search of
the lacking resources (the direct channel to the customer, funds or invested capital and the access
to other relevant business networks) is central to pursue, before entering another partnership.
These elements of preparing strategic alliances must be thoroughly deliberated, but takes time
and are difficult to achieve. It is important when entering an alliance and during the initiation of
mutually operating, to be prepared of the prior mentioned hazardous factors.

However, the notions of trust/legitimacy, supported by the network, and the awareness of poten-
tial risks, militate for Conveneer’s possibilities of building a proper foundation for the business.
Being considered as trustworthy and legitimate by others should largely facilitate the mission of
approaching interesting actors on the market that are previously not involved in the network.

5.3.3 The Determination of Which Partner to Approach

As confirmed above, the notions of trustworthiness and legitimacy constitute the pillars for ena-
bling a successful approach of a future partner and consequently launching one’s software to the
market.

Conveneer’s main interest lies in networking, through the examination of the founders’ private
networks for potential business relations. Richards, one of the managers at Conveneer, explains
the necessity of a partner to have a large contact base of other content providers. Thus, the part-
ner’s network is of great interest to Conveneer, as this often entails other valuable connections,
which supposedly could support Conveneer’s venturing and thus rendering its business idea
gradually more eminent.

As Landstrém (2005) discusses in his theoretical frame, being a central actor in a network is considered
important as it is positively correlated to the degree of power intensity. As a central actor in a network, one
exercises a crucial impact on several companies and consequently possesses an increased power
level; by this referring to the fact that they depend more or less on each others’ resources.
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However, Conveneer does not match the criteria of being considered a central player, as they
possess only a restricted number of valuable connections. Furthermore, they do not yet hold the most im-
portant connection; in other words the partner enabling Conveneer to make its technology com-
patible with the cell phones software system and thus enabling a connection to the customers.

Conveneet’s current approach of contacting a by definition central actor, like Alpha or Beta, is
wise, as they are most likely to be able to offer the resources Conveneer lacks for the instant (like
financial aid to support and develop the technology).

But there are also risks involved when co-operating with a big actor like Alpha or Beta. One way
of securing oneself from being too inferior the much bigger partner is to try to attract some in-
vested capital, as witnessed in the empirical section of this paper.

It appears important to have some sort of power balance when collaborating with external firms.
This is why another proposed solution for Conveneer would be to join a collaboration with a
smaller firm in another sector, since this probably would involve a more equal power balance as
well as a strengthened position when negotiating with bigger firms. This solution would also offer
the opportunity of being able to offer more of an integrated solution to the end customer, some-
thing that is supposed to further increase their attractivity to other partners. A third solution for
Conveneer would be to join an alliance with a bigger company experiencing a down period and in
the need of a decoy bird (as Conveneer’s technology) to attract as well as to retain customers.

Also Figure 1 the network fan (Nygaard et al., 2002), illustrates the essence of connecting actors
to the network who are not previously involved; hence the approach of several independent 7ez-
work groups, thus enabling the dispersal of the company’s software and brand.

When executing this strategy of approaching an actor that does not match the definition of cen-
trality, it is necessary to pin down what the actual intentions are with the cooperation. In this
situation it is important to be determined about whether the intention is solely to gain access to
resources, or if the destination of this strategic process is basically to enter the market, no matter
how.

By pursuing the alternative strategy of approaching other types of firms then just the biggest
companies in the telecommunication sector, one could possibly be able to faster access the mar-
ket. Hence, the main ambition for a company in Conveneer’s situation should be to try to gather
a basic customer group, who in turn recommends the system to their personal and business net-
work and thus practises the notion of network externalities. This alternative approach of diffus-
ing the technology is also supported by Christer. He has the opinion that students or other tech-
nological visionaries forms an adequate and easily convinced target group for spreading the tech-
nology. The fact that the software would be released for free increases the odds for also being
able to shape a delicate form of loyalty in its costumer and thus making Conveneer’s brand even
more visible.

The discussion about the determination of what kind of partnership, meaning vertical, horizontal
or complementary, to enter is argued like followed; approaching the bigger companies will be
considered a vertical partnership. Like displayed in the empirical section, these firms are OEM
manufacturers and could hence provide Conveneer with the elements (telephones) necessary to
make their system functional. They would also to a high degree consider the customer’s needs
and possibly enhance the effectiveness of the supply chain.

On the other hand, by allying with a similar company, they can get strengthened through uniting
their efforts, as one competing firm. The two firms could together ameliorate their technology
and then together approach a bigger venture. The definition of the complementary partnership
could be applied as they together try to complement each other and thus using each others re-
sources to offer a complete and integrated solution.
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5.4 Applying the Framework of Network Externalities and Standards

Even if Conveneer succeeds in reaching the market with its technology, they have to be aware of
the fact that the market Conveneer aims at accessing is operating in a dominated environment
and thus the question of how to survive still remains.

By engendering a customer base, the value of the product increases, which in turn will consoli-
date Conveneer’s position in the market. Shapiro et al. (1999) discusses that some firms choose
to offer their products for free in order to allow the company to build up a base of loyal users
faster. Through this, they wish to obtain some of the benefits emerging with network external-
ities and finally become or at least become a part of, a standard. Christer shares this view, and
gives the advice to Conveneer to attempt to first try and reach a niche market before proceeding.
An example would be a company reaching out primarily to students who are open and curious
for new technologies before reaching out to other segments of the market. Richard and Marc are
also spokesmen of the idea of introducing a freeware version to reach target markets.

To establish a standard, a company needs to possess a critical resource, a potentially standard-
defining technology (Hill, 1997). Both Marc and Richard are certain of the fact that their technol-
ogy, which enables people to turn their phone into a server and therefore interconnect without an
operator, is new and unique. Christer Mansson shares their opinion and thinks that their idea is
groundbreaking in the telecom industry. Company Beta seems to be in support of Conveneer’s
technology as Beta believes that the telecommunication industry will contain another structure in
the near future when it comes to the role of the mobile phone operators. Also, they estimate that
presumably the manufactures will play a bigger role compared to the operators. Alpha on the
other hand, is of a different opinion as they believe that the operators stand for mobility and
added value and that this makes them difficult to discard. Alpha mentions the fact that one can
never be sure that nobody else has come up with a similar idea. They are also sceptical to how the
technology could be unique or complement the IMS technology.

According to Hill (1997) a company needs, in addition to holding the critical resource, to possess
other resources (e.g. distribution channels, patents and a brand name) if they want to attain or be
a part of a standard. Christer believes that except the unique technology, Conveneer has a com-
petence and employee personality which is rare yet important if one wishes to succeed. The main
problem right now is how to reach the resources they do not possess, as aforementioned; a direct
channel to the customer, funds or invested capital and the access to relevant business networks.

Some firms cooperate when releasing a new technology in order to signal to other members in
the market that this technology will be a standard in the future (Hill 1997). IMS is a project by
several operators and some of the biggest manufactures in the market. Hill (1997) discusses the
two criteria when establishing standards; the number of users and product compatibility. Accord-
ing to Company Alpha, they only manufacture ten per cent cell phones that are compatible with
different standards, the rest are accordingly standardized to meet the operators requirements. A
problem Richard also is aware of, but he also believes that in a very near future, there will be
phones that contain open operating systems and will be more compatible with different tech-
nologies.

Network externalities occur when the technology gets accepted by more and more users as dis-
cussed in 4.6. If the technology gets accepted as a standard, it will be exposed to improvements
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and developments from elsewhere; if the IMS is a new standard one could say Conveneer’s tech-
nology is a further development and improvement of it.

However IMS is yet to be released to the big mass, which provides other participants (e.g. Con-
veneer or Skype) in the market with a still existing chance to win the standards race.

When connecting the idea of network externalities with standards, the technology that gets
adopted by most users first, also gets to set the new standard. Both Marc and Richard believe that
the IMS is in someway already a standard, mostly because of the number of actors involved in the
development of it. Even if this creates an obstacle for other potential participants on the market,
it does not mean there is no room for other actors.

If one creates a compatible, but alternative technology and uses the right channels to reach out to
the customers (recall the notion of networking based on the resource based view), one has good
odds of overcoming barriers and to succeed in accessing the market. The standard race is about
getting a technology widely accepted as fast as possible, since the technology which gets accepted
as a standard will turn out to be most successful in the future(based on the notion of network
externalities). This is also supported by Shapiro (1999) and Hill (1997) who claims that the tech-
nology the customers expect will be the winner will also become the winner.

This means that in a standard war only one of two equal strength firms will turn out to be the winner.

5.5 Centralising the Analytical Framework
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Figure 4 The Analytical framework

During the course of the interviews and the analysis several potential hindrances to the launching
of a new technology in the mobile telecommunication market has been revealed.

The telecommunication sector has traditionally been characterised by a certain rigidity in terms of
well defined roles for the companies constituting the value chain and the dominance of some
huge actors. Even though some opinions, revealed during the course of the interviews may indi-
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cate that the future might bring some changes to this sector, the situation described by the differ-
ent interviewees seems rather unanimous. Another known problem in the high technology sector,
as the mobile telecommunication market is a part of, is that everything has to go fast, thus some-
thing that is directly opposed to the time required to establish a strong feeling of trust between
two potential partners.

As our study object Conveneer is a small player on a gigantic market, they do not possess all the
necessary resources to equally compete with its resource abundant competitors, hence #hey need to
get in contact with a partner that can facilitate their access to the market. However, to access the market
they need to offer something in return in order to get other resource abundant partners inter-
ested, thus a win - win situation must occur. By identifying the resources they possess at the mo-
ment as well as the critical resources needed to be able to access the market one can distinguish
the resources they lack and thus needs to get in touch with. Hence, a win — win situation can only
occur if the collaboration partner possesses at least some of these critical resources and moreover
is interested in accessing Conveneer’s resources.

To be a part of, or at least have access to, the right network of partners is thus deemed to be of
utmost importance. By being a part of, or by accessing, the right network of partners one can
supposedly get in touch with the lacking resources. Even though one can not get in touch with
the lacking resources through one’s own network, one may find it in an adjacent network that is
connected to one’s own network (Landstrém, 2005). Conveneer’s network has been mapped as
initially starting off with their personal network and friends, which later has developed into a not
insignificant business network. Trust and legitimacy has been identified as two important factors
when expanding one’s personal and business network, something that Conveneer has tried to
assemble by putting a lot of effort into the gathering of an experienced and well-renowned advi-
sory board.

To be able to succeed on this specific market, collaboration seems to be an absolute requirement.
Put in other words; to access the market you have to collaborate with other parties in the value
chain, you can not do it alone. This has been confirmed by all persons interviewed in the empirical
section, and can thus be considered a prerequisite for competing in the mobile telecommunica-

tion sectoft.

Once Conveneer has accessed the market, the main question of how to survive will still remain.
As mentioned in the analysis is it crucial in the high technology market to become a standard or
at least a part of a standard. Hill (1997) has settled the fact that to be able to become a standard
on a certain market it is all about gathering enough customers to use your product which in turn
generates even more customers. Once Conveneer has entered the market it is of utmost impor-
tance to reach as many users as fast as possible. Network effects occur the more users are con-
nected to a product and this in turns might lead to a standard or being a part of a standard.
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6. Discussion and Results

This chapter begins with the anthors own reflections based on the theoretical, empirical and analytical parts pre-
sented in earlier sections. This will be followed with the questions at issue from chapter one which will be answered
based on the results made in the analysis and in the authors’ discussion.

6.1 The Authors Discussion

When a minor firm is trying to approach a bigger company interested in joining an alliance or
partnership they have to be aware of the significant risks related to the alignhment with a much
bigger partner. It is in such a situation important for the small firm to start out from their own
experienced needs. Also, not be too dazzled by the potential of joining an alliance with a well
known and respect inspiring partner.

Three possible scenarios are presented by the authors;

I. Alliance with a big company

A minor company targeting a larger company, in other words the latter being a central player in
the network should in detail examine #he bigger partners level of centrality in its current network. Is it the
biggest player or does it have connections to another even more central player that could be in-
teresting to incorporate in a future collaboration?

Consequently while choosing and examining a potential partner, Conveneer needs 7o fake the part-
ner’s network of partmers (as described in the resource based view; the access to relevant business
networks) into consideration and evaluate if those connections could be future profitable sources.
This is also confirmed by Richard who requires that the partner has a broad and, for Conveneer,
interesting network. Both Company Alpha and Beta possesses a loyal customer base (referring to
the resource based view; direct channel to the customer), are well established and have secure connec-
tions to both operators and other manufacturers, and furthermore possesses a well-known brand.
They also possess substantial funds and invested capital. An official collaboration with a bigger
enterprise would certainly imply a huge advancement in terms of credibility for Conveneer. This
would possibly facilitate Conveneer’s relations to other networks, by that referring to resource
abundant companies not yet involved in the network, as they now can show proof of their legiti-
macy.

II. Alliance with a small company

Besides focusing on bigger companies to ally with, Conveneer should expand its view to other
minor companies. This could for example be in another sector; such as the multi-media industry.
Allying with a partner in the multimedia industry could give Conveneer the opportunity of devel-
oping a variety of compatible multimedia solutions that could enhance the desirability of its soft-
ware. Since Conveneer is situated in the nearby of both Ideon and LTH they are also closely re-
lated to important sources of general business knowledge and high-tech specialists that can pro-
vide them with the latest technological developments, something that also provides them with a
wide spectra of potential partners (the access to relevant business networks). To “refresh” one’s
technology through combining it with another ambitious small firm’s can by all means attract the
attention of a bigger company. This is something that Christer Mansson agrees on, as this could
involve that they even may attract the partner’s customers (the direct channel to the customer).
In addition, it might be easier for Conveneer and its partner to together confront and handle
challenges related to a bigger company, such as the ab initio unequal power structure. This kind



54

of alliance allows Conveneer to add value to its internal resources, i.e. the technology and credi-
bility/network of credible and competent people.

II1. Alliance with a ‘complementary’ company

Christer Mansson advices Conveneer to reconsider its current strategy of only targeting big com-
panies. Conveneer could complement this search for a potential partner at the bigger companies
with an expansion, or even entirely redirecting its focus, versus companies that experiences a
diminishing market progress and risks vanishing from the market based on a decreasing demand
for their product. As such a firm would be about to experience vanishing market returns, it
should not be considered to be a central player in the network, and opposes thus the notion of central-
iy.

Based on this, seeking a partner who finds itself in a declining phase could imply experiencing
both sides of the coin. However, even though the declining company might be heading out of the
market, it can still be in the possession of valuable connections (the access to relevant business
networks), which in turn can contribute to Conveneer’s value (such as the internal resources;
technology and credibility). Each contact in this network can turn out to be important mile-
stones, “lifting” Conveneer from one important connection to another until Conveneer finds
itself to be satisfied with its strategic position in the network. Visually one can imaging a spider in
net, scrambling up to finally get its reward, the fly.

It can be assumed that the gradual creation of Conveneer’s business and thus the introduction of
the innovation can be illustrated by the following equation;

Conveneer’s legitimacy + passion for innovation = gain trust and thus resources through
network

And further;
Resources + centrality in its network = access to market

However, once at the market, the small firm can get exposed to a number of risks and the ques-
tion of surviving arises. By expanding the customer base one can increase the experienced value
of one’s product/technology and through that acquite more slices of the market. Hence by suc-
ceeding in getting hold of a dominating market position, one automatically receives an advantage
versus competitors. However, to be able to this one has to possess a well reputable product,
something that Conveneer has yet to prove. Their chances of reaching this stage depends on their success in
attracting an influential network of associates and business partners, interested in investing in the technology.
Hence, by accessing the right network one can considerably increase one’s chances of resource
pooling and thus accessing the critical resources needed to access the market.

6.2 Questions at Issue

To round off the discussion and make some conclusions the questions at issue from chapter one
are responded below. The answers are based on the gathered information from the empirical and
theoretical chapter, followed by the analytical and the authors own discussion.
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- How can a small innovative firm disclose the right partners with the intention to access the market?

The first step involves identifying which resources the firm possesses and which critical resources
they lack to be able to gain admittance to the market. The second step denotes a search for the
right partner that possesses the lacking resources. In return for the access to these resources, the
small firm must be able to offer something substantial, e.g. the access to a superior technology

- What are the risks that can arise through strategic alliances for small innovative firms?

As always when it comes to alliance forming it is vital to be able to create a feeling of trust and
not submerge to an unequal power balance. It is of utmost importance that both parties feel that
they can benefit from the collaboration and that they do not feel exploited. However, a small
company easily ends up in an inferior balance position, which can entail that the collaboration
does not work out in the long run. To avoid this situation it is important to fix the conditions
regarding the alliance/partnership before entering and protect oneself through patents and other
legal solutions.

- What are the chances for a small innovative firm to survive in a strongly dominated environment?

Once out on the market it is all about surviving. By building a large and/or strong customer base
the value of a product increases. Since Conveneer operates in a market where network effects
constitute an important condition for surviving, the value of gathering a large customer base be-
comes even more apparent. This because the more users, the bigger the chance of surviving.

Several factors have to be fulfilled if one wants to access and further survive on the market. The
paper has shown that possessing the right resources is crucial, but not conclusive.

Other conditions as the financial status, the right channels et cetera are highly important to suc-
ceed. The risk of not obtaining the right power balance is extra important for a small company,
since it might be difficult for them to protect themselves against a stronger partner. In the long
run it is the end customer who decides if a firm’s technology will survive or not. This is why it is
especially important to reach as much users as possible and to make them realise the magnitude
of the technology.






57

7. Reflections

7.1 Methodological Considerations

The replicability of this paper has to be handled with caution. It is of important to bear in mind
that every firm is unique; therefore it is difficult to say what the results of the interviews would
suggest for another company. However, as mentioned in section 2.2.2 (the replicability of this
thesis), the mobile sector is dominated by a few large players who set the rules for the smaller
actors and these conditions are similar for all small new entrants which makes the theories appli-
cable in a similar situation. The interviews were made according to best practice, and at least two
researchers were present. At the same time, admittedly one should take under consideration the
fact that a phone interview offers more possibilities for a certain information drain due to the
lack of “face to face” contact. This was however aimed at being prevented, as all three authors
made sure to be present during the phone interview and participated in the information process
to avoid any biases. One can always take alternative methodological approaches under considera-
tion. Regardless, we deem it to be a strong validity of this paper since the results would most
likely be the same if replicated by other researchers if; Ceteris Paribus — all other things being equal.

7.2 Theoretical Considerations

As already established, Conveneer is a small innovative firm with only two resources; their tech-
nology and their credibility/network of credible and competent people. In order to succeed in
the market, it is crucial for the company to posses several critical resources, at the same time one
can not succeed and further survive without entering the market. This is why it is also of one
utmost importance to find a way to access the market. The two main theories used in this paper,
the resource based view and the network theories are important complements to each other.
However, there are some critical factors that can not be disregarded, e.g. barriers to entry present
on the market, but also what happens after entering the market and how to maintain ones posi-
tion.

By applying the proposed analytical framework the relation between the used central theories and
the complementary elements gets displayed. No conflicts have surfaced between them. They have
served their purpose, to show how the different aspects influence each other.

7.3 Implications for Future Research

This paper has focused on the possibilities of one small company to access to the market through
engaging in different types of strategic alliances and collaborations. Hence, as mentioned in 7.1
(methodological considerations) it is rather limited in its implications for other types of firms and
other types of markets. Consequently, it would be interesting to get a more perspicuous view of a
similar situation, involving a bigger sample of firms.

As question three in “Questions at issues” indicates, the chances for a small firm to survive in a
dominated environment can also be evaluated through a follow-up of the company in time, con-
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sequently to follow the evolution of Conveneer, and thus teach us the lessons that are to be
learned from their experiences.
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I. Glossary of Technical terms and Definitions

1-4G

Different generations of Mobile Wireless Technology, where 2 G supersede 1 G et cetera
3GPP

3" Generation Partnership Project. A collaboration agreement between FEuropean, Japanese,
Chinese, Northern American and South Korean members of the information and communica-
tion technology industry aiming to unify the 3 G mobile phone system.

3GPP2

3" Generation Partnership Project 2. A collaboration agreement between Japanese, Chinese,
South Korean and Northern American members of the information and communication tech-
nology industry aiming to unify the 3 G mobile phone system.

IMS

Internet Multimedia Subsystem, a new standard for file transferring aiming at accessing the
market sometime during the immediate two or three years.

IPR

Abbreviation for Intellectual Property Rights. Often referring to the costs related to registering a
patent, copyright etc.

MMS

Multimedia Messaging Service, a service introduced with the 3" Generation of Mobile Wireless
Technology, enabling users to exchange various kinds of multimedia content via the mobile
phone.

OEM

Abbreviation for Original Equipment Manufacturer.

SMS

Short Message Setvice, a service introduced with the 2™ Generation of Mobile Wireless Technol-
ogy, enabling users to exchange short text messages via the mobile phone.

WAP

Wireless Application Protocol, international standard for wireless communication
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I1I1. Interview Information

Company: Conveneer

Interviewee: Richard Lindgren

Date: Approximately on four separate occasions (March-May)
Time: Approximately 4x60 minutes

Interviewee: Ewa Sitkiewicz, Nadine Kissmann & Estelle Lonnberg
Secretaries: Ewa Sitkiewicz, Nadine Kissmann & Estelle Lénnberg

Company: Conveneer
Interviewee: Marc Klepter
Date: 28/04/2006

Time: 60 minutes
Interviewer: Ewa Sitkiewicz
Secretary: Nadine Kissmann

Manufacturer: Alpha

Interviewee: Senior Market Representative

Date: 10/05/2006

Time: 60 minutes

Interviewer: Ewa Sitkiewicz

Secretaries: Nadine Kissmann & Estelle Lonnberg

Manufacturer: Beta

Interviewee: Senior Market Representative

Date: 12/05/2006

Time: 60 minutes

Interviewer: Ewa Sitkiewicz

Secretaries: Nadine Kissmann & Estelle Lonnberg

Company: Teknopol AB

Interviewee: Christer Mansson

Date: 11/05/2006

Time: 60 minutes

Interviewer: Ewa Sitkiewicz

Secretaries: Nadine Kissmann & Estelle Lonnberg

Person: Agneta Planander, Institute of Service Management, Helsingborg
Date: 27/04/2006

Time: 45 minutes

Interviewer: Ewa Sitkiewicz, Nadine Kissmann & Estelle Lonnberg

Person: Fredrik Higlund, Researcher at the Institute of Economic Research, Lund University
Date: 27/04/2006

Time: 45 minutes

Interviewer: Ewa Sitkiewicz, Nadine Kissmann & Estelle Lonnberg
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IV. Interview Information and Questions for Company Alpha and
Beta

Conveneer utvecklar en mjukvara dmnad f6r mobila enheter 1 foljande syfte: tillit varje anvindare
med en mobiltelefon, handdator eller barbar dator, att anta rollen av en web server pa Internet
och dirmed hysa en ”personlig portal" direkt i enheten. Milet ar att skapa en ny typ av web, den
forsta verkligt "individuppbyggda World Wide Web", som till skillnad fran den existerande web-
ben ar helt uppbyged av manniskor i mobil miljo.

Teknologin astadkommer ett globalt, decentraliserat natverk av web servrar kérandes pa mobila
enheter med en egenutvecklad domiannamnshantering, vilket innebdr att varje individ med exem-
pelvis en mobiltelefon kan driva en web server i enheten med valfri webaddress, fullt synlig pa
den vanliga webben och atkomlig f6r andra mobila (och dven stationira) anvindare, men utan att
adressen maste registreras eller betalas for. Denna infrastruktur tilliter anvindare att navigera
mellan varandras enheter och ta del av det innehall som exponeras, bl.a bilder, videoklipp och
annan information, pa varje personlig portal direkt i mobiltelefonen. Idag dr denna

datamingd inte synlig pa webben; t.ex kan Google bara soka efter information pa publika web
servrar pa Internet. Med Conveneer pa varje mobiltelefon med Internetaccess blir plotsligt en
enorm informationsbas tillginglig och sokbar, allt i ett nit av direkt sammankopplade, mobila
individer. Stommen i Conveneers teknologi utgdrs av en avancerad web server, vilket innebir att
allt som individer 4r vana vid att ta del av och anvinda pa den existerande webben ocksa ater-
finns 1 de personliga portalerna pa de mobila enheterna, i form av tjanster anpassade for olika
medieformat, diribland bilder, musik och filmer. Sammanfattningsvis erbjuder Conveneer en
unik produkt f6r mobila enheter, med vilken individer ej lingre dr begrinsade till att agera som
enbart klienter utan kan sjélva bli informations- och tjansteleverantorer.

Tankesittet vinder upp- och ner pa gingse perspektiv pa hur mobiltelefoner nyttjas idag, men
just det faktum att en individ blir ett centralt nav 1 en obegrinsad och dynamisk web, gor dem till
pionjdrer i fraga om att anvinda mobiltelefoner pd nya, spinnande sitt och liter dem skapa nir-
mare koppling mellan sig sjilva och sina kontakter.

Sma foretag, sisom Conveneer, med ny teknologi f6r mobila tjanster utgor framst
ett hot mot operatorer. Skype, med sin VoIP — 16sning, ir ett typexempel. Skype ar
pa vag med en version av sin produkt f6r mobiltelefoner frin en rad tillverkare,
som vilkomnar denna utveckling da slutanvindare erbjuds bittre nytta och
upplevelser tack vare Skype och avancerade, mobila enheter. Didremot utgor detta
ett hot mot samarbetet som idag existerar mellan operatérer och tillverkare; VoIP
(som operatOrer har som mal att kunna erbjuda sina kunder inom nagra ar) dr i och
med Skype redan en realitet, dir operatorer ocksa forbigas som leverantor av
tjansten.

— FPragan dr da: Om tredje parts tillverkare i allt storre utstrickning fringar
samarbete med operatorer och istillet nirmar sig tillverkare direkt, kan det
traditionella forhallningssittet mellan operator och tillverkare rubbas, vilket med
tanke pa IMS (dir bade operatorer och tillverkare gemensamt arbetar fram
standarden) kanske far konsekvenser. Hur staller ni er till detta? Kédnner ni att
mindre foretag med en starkt 6vertygande teknologi utgor ett hot for er idag?

Eftersom tillverkare traditionellt inte har utvecklat mobila tjanster, har nagra
“alternativ” inte existerat, tjdnstebiten har limnats till operatorer. Pa senare tid har
dock detta dndrats, ett bra exempel dr Nokias samarbete med bilddelningssajten



66

Flickr; Nokias nya enhet N73 ar integrerat med Flickr, dar anvindaren efter att ha
tagit en bild enkelt kan klicka pa ”Upload to Flickr” i sitt bildgalleri och fa bilden
publicerad online. Operatoren ar dirmed inte leverantor av Flickr-tjansten.

— I vilken utstrickning letar tillverkare efter tredje parts tjansteleverantorer och
mojliga samarbeten med dessa, vilken typ av tjanster ar intressanta att direkt
integrera med nya enheter? Vad dr er strategi nir ni tittar pa alternativa tekniska
tjanster som erbjuds pa marknaden idag?

Det ir viktigt att forsta att Conveneer inte bygger mobila tjanster enligt
Flickrvarianten, utan att Conveneer bygger

a) ett nitverk av mobila och stationira enheter

b) en tjansteplattform och

c) tjanster for olika media (musik, bild, video) och sektorer. D.v.s., de skall
jamforas med IMS, ej en leverantor saisom Flickr. Conveneers produkt medfor
kostnadstordelar £6r kunden men inte f6r tillverkaren; denne kan istillet se att nya
enheter, med Conveneers tjanster, blir attraktivare for konsumenterna.

— Baserat pa den information ni har om Conveneer, hur bedomer ni Conveneers
teknologi/koncept? Ar den ”behévd” eller revolutionerande pa marknaden idag?

Vidare tror ni att Conveneer skulle kunna fylla ett gap hos er, dvs. att ni saknar en
resurs som de skulle kunna erbjuda er?

Om ja, kan ni inte komma at denna resurs pa annat sitt?

Vilken ar den resurs ni besitter som ni tror att Conveneer framst 4r ute efter och
vad kan ni erbjuda?

Om ni skulle inga ett samarbete med ett litet foretag, vilka identifierar ni som de
huvudsakliga riskerna och férdelarna med samarbetet?

Ponera att ni skulle inga ett samarbete med Conveneer. Hur mycket
tid/kraft/uppoffringar ir ni beredda att ligga ner i samarbetet? Vilken skulle den
ultimata samarbetsformen vara for er?

Utover den teknologiska biten, vilka faktorer ar viktiga for er ni pa nir ni ingar ett
samarbete med ett annat foretag?

Vidare hur garderar ni er for att konceptet eventuellt inte skulle halla? Hur skyddar
ni er mot misslyckande?

Vad anser ni, utifrin den presentation ni har fitt om Conveneer, om deras
mojligheter att komma ut pa marknaden och skapa sig en bred kundbas.



