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Purpose: The purpose with our research is to contribute to a deeper understanding for 

the importance of choosing useful strategies in a new market formation, and also for 

privatization and competition.  

 

Methods: A qualitative study has been done containing discussions, reports and 

theoretical approach. Mostly secondary data has been used to find an answer to our 

purpose. 

 

Results: The previous state owned companies have to be the first to identify and 

implement efficient strategies, to gain future advantages, since this market is changing 

all the time. The products and services in this industry are easy to copy and therefore 

the company has to renew itself and its strategies to stay successful. Efficient 

strategies in this industry are differentiation, cost leadership, competing on the edge 

and the network effect. The company has to look inside itself to find the most suitable 

strategy. All strategies do not fit all companies.  
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Strategies. 
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1. Introduction 

 

Many industries, all over the world, are being privatized today. Some have completed the 

process and some are in the process, while some are just in the beginning. Privatization 

involves a whole new way of thinking in the companies; going from being owned by the 

government, to take action themselves; facing new competitors in the market that places new 

market rules. A lot of new ways in competing is noticed, as the new entrants take market 

shares from the previous state owned companies.  

 

The telecommunication market is a market that is constantly changing. The fast development 

cannot be compared with other markets. Statistics from SIKA (2003) shows that Sweden’s 

telecommunication market went from 4 companies in 1994 to 369 companies in 2003. The 

previous state owned companies have been facing a lot of new competition in the market. 

They have to adapt to the new competition to have a chance in the new market formation. 

Charles Darwin once said: “It is not the strongest of the species that survives, nor the most 

intelligent; it is the one that is most adaptable to change” (Strouse 2001, p.43).  

 

1.1 The Telecommunications Industry 

 

Privatization and its process is changing market conditions all over the world. According to 

Carleheden (1999), the telecommunication industry, nowadays, is characterized by strong 

growth, high-speed technological development and more or less forced liberalization. Other 

characteristics for this industry are split-up companies and joint ventures. New put-together 

companies emerge and, for example, the TV- and computer industries find new possibilities 

to grow in the telecommunication industry. This makes telecommunication an industry with 

vague borders. Telecommunications comprise several industries that overlap each other. For 

example it is now possible to make calls through broadband connection and to use the Internet 

through a satellite receiver by using the TV.  

 

Telecommunication industry is a changing industry. Companies that previously had full 

monopoly in the market are being exposed to a competition. The companies’ strategic choices 

become more important to create customer value and keep market shares. They suddenly have 

to make strategic decisions with respect to competition. The previous state owned companies 
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must be ready to compete when they are exposed to competition, as new companies are 

entering the market.  

The Asian telecommunications market, that is starting to undergo its privatization, cannot 

copy the European privatization process of the telecommunications market. In Europe there is 

a well-developed infrastructure and fixed-line is widespread. In Asia, the infrastructure is 

concentrated to the urban areas. This makes it easier for new companies to enter the market 

and successfully establish business, since they can build network of their own instead of 

depend on licenses owned by the previous state owned company. Bergman (1998) states that 

the incremental cost of adding a new service is relatively low for a firm that possesses an 

infrastructure, whereas the cost facing a new firm is relatively high as it involves duplication 

of network infrastructure. Because of the lean telecommunications network in Asia, more 

specifically Thailand, new companies have other prerequisites to compete with their own 

infrastructure. This makes it more difficult for the previous state owned companies to keep 

market shares. How can these previous state owned companies compete with the new private 

companies entering the market?  What strategic choices are suitable to use in these markets? 

 

1.2 What Is Privatization? 

 

A definition of privatization according to Swedish National Encyclopedia is “Transition of 

public asset to private ownership or of corporate asset to private”. 

 

A simple, broad description of privatization is the transfer of assets or service delivery from 

the government to the private sector. Privatization runs a very broad range, sometimes leaving 

very little government involvement, and other times creating partnerships between 

government and private service providers where government is still the dominant player. 

There are many different types and techniques of privatization, such as outsourcing, 

management contracts, public-private competition, franchise, corporatization, and private 

infrastructure development and operation. (Privatization.org)    

 

In this time of transition, globalization and economic reform that has characterized the last 

two decades of the twentieth century, privatization has virtually overwhelmed the world 

(Timothy S. Rothermel, 1996). It is a trend all over the world that the governments leave 

more and more production and delivery of goods and services to the private sector. One 

reason for this is that it is not social, economical efficient to have monopoly in all the markets 

that previous have been characterized by this phenomenon. According to Parkin (2000), 
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because price exceeds marginal cost monopoly is allocatively inefficient. Bergman (1998) 

states that the purpose of establishing competition is to promote greater rivalry among firms, 

leading to improve productivity, lower prices and wider consumer choice.  

 

Privatization started in the 1980s and for some countries has been the major economic change 

in the last ten years. Around the 1980s British government sold Tatcher British Gas, British 

Telecom, Jaguar, British Airways, the shipping company Sealink and some shares in other 

companies. During their socialist government, Spain sold out SEAT, and also its state owned 

oil company. Italy sold out Alfa Romeo and their share in the national Airline Alitalia. 

(Donahue, John D. 1992). 

 

1.3 The Characteristics of Network Industries 

 

Telecommunication is a network industry. A network industry has some characteristics that 

distinguish it from most of other industries. The main characteristics are (Shy, 2001):  

 

1.3.1 Complementarity, Compatibility and Standards   

Complementarity means that consumers in these markets are shopping for “systems” (for 

example you have no use of a telephone if you do not have a subscription) rather than 

individual products. The fact that consumers are buying systems allows companies to device 

all sorts of strategies regarding competition with other companies. In order to produce 

complementary products they must be compatible. This means that complementary products 

must operate on the same standard.  

 

1.3.2 Consumption Externalities 

The utility derived from the consumption of goods in network industries is affected by the 

number of other people using similar or compatible products. For example, no one should 

subscribe to a telephone service or use e-mail knowing that nobody else does.  

 

1.3.3 Switching Costs and Lock-in  

Switching costs are the cost of switching to a different service, service provider or adapting to 

a new technology. When these costs are high the consumer is locked-in because he is not 

willing to pay the cost of switching to a new product, service or provider.  
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1.3.4 Significant Economies of Scale in Production  

Information has highly noticeable production characteristic in which the production of the 

first copy involves a huge sunk cost (cost that cannot be recovered), whereas the following 

copies costs almost nothing to reproduce. 

 

1.4 Problem 

 

How can companies that are transitioned from monopoly to competition compete in the new 

market formation?  

 

1.4.1 Purpose 

The purpose with our research is to contribute to a deeper understanding for the importance of 

choosing useful strategies in a new market formation, and also for privatization and 

competition.  

 

1.4.2 Scope 

We have chosen to concentrate on the choice of strategies that are useful in companies that 

are undergoing a privatization process, with focus on the new competitive market formation. 

We have further chosen to study Thailand’s telecommunications industry and compare it to 

Sweden’s. Financial and economic factors concerning the privatization procedure have not 

been considered in this thesis. 

 

1.5 Why Is Thailand’s Telecommunications Market Interesting?  

 

By 2006 Thailand’s telecommunications sector has to be fully liberalized following 

Thailand’s commitment to the World Trade Organization (WTO). The privatization of 

Telephone Organization of Thailand (TOT) and the Communications Authority of Thailand 

(CAT), the two main telecommunications companies in Thailand, was delayed due to some 

regulatory uncertainties. TOT and CAT were finally corporatized in 2002 and 2003 

respectively. The next step for both of them is to undergo the privatization process. 

(Mavichak, November 2004) 
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In Thailand the use of fixed-line telephone was 13,5% of the population the first quarter in 

2004. The rapid expansion of the mobile-telephone service has lowered the growth of fixed-

line services (JTS, 2004). In November 2004, 28.8% of the population had a telephone set in 

Thailand, and 34.1% were mobile subscribers (CAT, 2004). This compared to Sweden’s 60% 

in fixed-line telephone service and 97.8% in Mobile service (SIKA, Televerksamhet, 2003). 

The prerequisites for Thailand’s telecommunication market are different from those we had in 

Europe, when undergoing privatization. After discussions with delegates from two 

telecommunications companies in Thailand, this became clearer. The discussion contained the 

spread of the fixed-line services in Thailand, were the infrastructure is concentrated to the 

urban areas, and not so widespread in the rural areas.  

 

Thailand’s telecommunication market is interesting because it is about to undergo a period of 

privatization. The interesting with this market’s privatization is to see how Thailand’s 

telecommunication companies’ strategies differ from strategies used in Europe, or more 

specifically, in Sweden. Thailand is probably going to face greater competition in the Mobile 

telephone services, than Sweden did, because of the fixed-line infrastructures. 

 

1.6 Earlier Studies 

 

Some previous work in this area does exist, but further research is needed since liberalization 

in telecommunication (or in general) is a pretty new phenomenon. The available literature 

mostly consider how the privatization should be done, and not how the previous state owned 

companies should handle this period within the firm. In the book “Europe’s Network 

Industries: Conflicting Priorities”, Bergman et.al. (1998) describes the deregulation process in 

Europe. Our research will differ from previous work in the way that we take the focus off 

from the government on to the newly privatized companies. An academic dissertation from 

Carleheden (1999), is a study of strategic behavior in telecommunications monopoly under 

liberalization. Carleheden’s study describes what is actually happening, while our purpose is 

to find useful strategies and not focus only on the changes in the industry. 
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2. Methods used during our Thesis 

 

In this chapter we describe the methods used in our thesis. It will describe the procedure in 

getting an answer to our purpose, and the collection of data. Problems that may occur during 

our work will also be discussed in this chapter.  

 

2.1 Coming Up With a Problem 

 

After studying economics with focus on networks and telecommunications, the subject was 

interesting and came naturally. Telecommunications and networks are areas that are quite new 

from the economic point of view, and there are still a lot to discover. This thesis is an 

opportunity to be a part of and contribute to this development. 

 

The process in finding a problem began with discussions between us, our teacher and the 

project manager for the SIDA course “Transition Strategies for Telecom Operators” given at  

Blekinge Institute of Technology. From the beginning we came up with the purpose of study 

Asian telecommunication markets. As the course went by, we found out that the Asian market 

would be too large to study. Instead we decided to focus on the development in 

telecommunications market in Thailand. It is about to undergo a privatization in the 

telecommunications industry, and it is supposed to be fully privatized in 2006. After further 

discussions, we also decided to compare Thailand’s privatization process with Sweden’s, and 

study the strategies being used or foreseen to be used.  

 

2.2 Data Collection 

 

There are mainly two ways in how data can be collected; to make use of material that has 

already been collected – secondary data, or to collect new data – primary data (Arbnor & 

Bjerke, 1994). Both primary and secondary data have been used in this thesis to get the 

information needed in achieving our purpose.  

 

2.2.1 Primary Data  

During the SIDA course, observations and discussions have been carried out with delegates 

from Asia, primarily with delegates from Thailand. We took an active part in the exercises 
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performed by the delegates, including a business simulation. The business simulation gave us 

an opportunity to understand how they were thinking about a market with competition. After 

the business simulation the discussion about strategic choices continued. Our observation is a 

type of “action research”, which means that we have participated actively in the group we 

observed (Lundahl & Skärvad, 1999).  

 

 

 

 

 

 

 

llustration Action Research. Source: Lundahl & Skärvad, 1999 

 

2.2.2 Secondary Data 

A large part of the secondary data comes from reports written by the delegates from 

telecommunication companies in Thailand, within the SIDA course. In their reports they 

analyzed their own company in Thailand’s market. They have located strengths and 

weaknesses that concern their companies, with Porter’s model as a reference.   

 

2.3 Discussions with Delegates 

 

The discussions with the delegates went on during the course. Mostly during lunch breaks and 

during regular breaks. This came naturally, because the topic was fresh and we came up with 

questions along the way. The discussions were completely open and were part of the 

delegates’ education. The discussions were mostly held in groups, focusing on delegates from 

Asia and Thailand. We tried to focus on the main questions about Thailand’s privatization of 

the telecommunications market, and find out how the companies thought about this. It is 

important for our thesis since we focus on the companies’ point of view, instead of the 

government’s point of view. Since it was an open discussion we also discussed topics like the 

differences in the use of a mobile telephone between our countries.  

 

It is important to study the reliability in data collected. Different situations can influence the 

answers in, for example, an interview or discussion. (Svensson & Starrin, 1996) Our 
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discussions were open and delegates from different companies were present. This may affect 

the delegates to answer for its own company’s benefit and in this way give us a more positive 

sight of their company than it actually is. This behavior demands deeper understanding from 

our point of view, and we had to see beyond some answers to get reliable data.  

 

The strength of open discussions is that the involved persons feel more comfortable. The 

delegates could complete each others answers and we got the opportunity to hear their 

conversation. In a closed interview, it is harder to get spontaneous answers, and the person 

being interviewed is maybe getting affected by the interviewer’s opinion. Interviewing a 

small group had been interesting if several delegates had been from the same company. Since 

there were only two delegates from Thailand participating in the course “Transition Strategies 

for Telecom Operators” 2004, this method was not an option.  

 

 

2.4 The Delegates’ Reports 

 

We had three reports available from Thailand. Two reports were written by delegates from the 

course 2004, and one from 2003. The two delegates from 2004 were from different 

companies, Jasmine Telecom Systems Public company Limited (JTS) and CAT, and the 

delegate from 2003 was from CAT. The delegates’ reports are a type of text that has to be 

analyzed in a semantic way, which according to Svensson & Starrin (1996), means a study of 

the relationship between the language and the reality in a philosophic point of view. To 

analyze a text in this way is a necessary condition to understand the meaning of it.    

 

The first version of the delegates reports were written and send electronically to Blekinge 

Institute of Technology before the delegates came to Sweden. When we had received all 

reports we read them, made remarks and sent comments back to the delegates. This first 

version was supposed to contain a description of the delegates’ companies’ competitive 

position and competitive environment. The delegates were given clear headlines to follow in 

this report, consisting: country description, company description, company strengths, 

company weaknesses, and gaining future competitive advantage. When the delegates got our 

comments they started to work on the second version of their reports. This version had some 

new topics to cover; a deeper analysis of their companies, customers, competitors, and 

suppliers. It should also contain the companies’ strategic choices, what they are selling, to 

whom, and why. Even this version was commented by us and complemented by the delegates. 

It is the final reports that we are using as data in this thesis.  
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When reading this type of reports, we have to consider the validity of the text. We have to 

critically interpret the text, since it is written by a person that has the best interest in getting 

the report and the company looking good. (Svensson & Starrin, 1996) The delegates that 

wrote the reports were high positioned in their companies, and therefore can be considered 

having much knowledge about the company. This increases the reliability of the data. In our 

thesis, the delegates that have written the reports want their own company to appear as good 

as possible. It is also possible that some important things have been left out, since delegates 

from other companies had the chance to read the reports. Just like with the discussions, it was 

our task to decide what was valid in the reports and what was not.   

 

2.5 Choosing Theories 

 

The choice of Porter’s five forces model was an obvious approach, since the delegates’ 

reports were based on this theory. To understand their analysis we had to study Porter’s model 

and get an understanding for how it is used. Another Porter model is the three generic 

strategies; cost leadership, differentiation and focus. This model is widely used in competitive 

environments and therefore it felt naturally to also use this as a strategy in our thesis. Not to 

forget though, some criticism has been pointed at this model. This is one reason why we have 

chosen to study some other strategies as well. We have tried to find strategies that are suitable 

in the telecommunications industry in order to answer our purpose.  

 

2.6 Critique of Data and Methods 

 

Information is not always true, just because of printed appearance, distributed through the 

media, or through some other person or authority. The information can be distorted and loose 

its original meaning, because of misunderstandings, or that it has been biased by the reader. 

(Gustavsson, 1998) Since we are using a lot of secondary data, we have to study from a 

critical point of view. The reports are written by delegates from inside the companies, and 

therefore we have to consider that maybe some information have been left out, or being 

distorted. Positively, there was only a small, closed group that had access to the reports, and 

this hopefully led to more reliable data. The delegates did not have to worry about spreading 

important or classified information outside this closed group. In our study, we presume that 

our interpretation of the data is as reliable as possible.  
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3. Theoretical Approach to Strategic Choices in a Competitive 
Environment 

 

This chapter contains strategies that can be useful in a competitive market formation. We 

have focused on Porter’s five forces model since this model was included in the delegates’ 

reports. Porter’s model has been used for a long time and is well established in most 

industries. To broaden our perspective, we attend to study some other models too, the network 

effect, core competencies and competing on the edge. Since Porter’s models only focus on the 

company’s environment, we want to also analyze other factors that can affect a company’s 

strategic choices.  

 

3.1 What Is a Strategy? 

 

“A strategy is a number of planned measures that are established in advance and are taken in 

action to achieve a settled goal” (Roos et al, 2004, p.16). Basically, it is about two things: 

deciding where you want your business to go and finding out how to get there. (Brown et. al, 

1998) 

 

Overall, a strategy is associated with plans and planning, and most companies have a strategic 

plan. A well developed strategy works as a guiding principle and an aid for distribution of 

resources, identifying needs, changes in the organization and so on. This is the way to create a 

foundation to achieve goals. Strategic decisions determine the main direction for a company’s 

activity and development, and contribute to develop and settle the company’s long-run goals. 

These part-decisions are a part of larger investments, changes in resources, organizational 

changes and financial changes. The decisions often have extensive consequences for the 

company and are hard to change, when already carried out. (Roos et al, 2004) 

 

3.2 Porter’s Five Forces Model 

 

According to Michael Porter (1985), any industry, whether it is domestic or international, 

produces a product or a service; the rules in the company are embodied in five competitive 

forces: the entry of new competitors, the threat of substitutes, the bargaining power of buyers, 

the bargaining power of suppliers, and the rivalry among the existing competitors.  
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Illustration Five Forces Model. Source: Porter, 1985 

 

The collective strength of these five competitive forces determines the ability of companies in 

an industry to earn, on average, rates of return on investment in excess of the cost of capital. 

The strength of the five forces varies from industry to industry, and can change as an industry 

evolves. The result is that all industries are not alike from the standpoint of inherent 

profitability. (Porter, 1985) 

 

Zack (2005) has studied Porter’s Five Forces Model in context with Knowledge Management. 

According to Strouse (2001), Knowledge Management refers to workers irreplacement when 

their knowledge derives from their specific experiences. Many knowledge-based 

organizations use knowledge management systems routinely simply to disseminate the 

knowledge from active employees to the entire organization. Zack (2005) states that the Five 

Forces Model focuses on the external side of strategy, helping companies to analyze the 

forces in an industry. Porter’s model has come under criticism where the main argument is 

that the model addresses the profitability of industries rather than individual companies. 

Therefore, the model does not help particular companies to identify and leverage unique and 

sustainable advantages. The model’s underlying economic theory assumes that the 

characteristics of particular companies do not matter with regard to profit performance. 

Rather it is the overall pattern of relationships among companies in the industry that makes 

the difference. If the industry as a whole is structured properly, then all firms should realize 

excess returns. 

 

According to Porter the five forces determine industry profitability because they influence the 

prices, costs, and required investment of companies in an industry. Prices are influenced by 
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the buyer power, as also the threat of substitution. Powerful buyers demand costly services 

and can therefore also influence costs and investments. The bargaining power of suppliers 

determines the cost of raw materials and other inputs. The strength of each of the five 

competitive forces is a function of industry structure, or the underlying economic and 

technical characteristics of an industry. (Porter, 1985) 

 

3.2.1 Threat of New Entrants   

New entrants in an industry result in new capacity, a wish to win market shares, and often 

essential resources. As a result the profitability can decrease, since the prices can reduce or 

the costs of the company can increase. The threat of new entrants in an industry depends on 

how large the obstacles for new entrants are as well as the reaction from the competitors that 

the new entrant can expect. Examples of obstacles for new entrants are (Porter, 1983):  

Product differentiation – This means that established companies have well known trademarks 

and enjoy customer loyalties. Differentiation creates an obstacle through forcing the new 

entrants to large expenses to overcome existing customer loyalties.  

Capital needs – The need of large investments creates an obstacle for new entrants, especially 

if the capital has to be invested in uncertain areas, or if it is a one-time investment.  

Switching costs – An obstacle for new entrants are created by the costs of switching from one 

company to another. Switching costs can include the costs that occur when the employees 

need retraining, for new product equipment, costs and time to try out the new supplier, need 

of technical service, new product design and even psychological costs of terminating an 

existing relationship with a supplier.  

Access to distribution channels – An obstacle for new entrants can be created through the new 

entrant’s need of distribution for its product. The established companies already have 

channels for distribution. These channels have to be convinced to take in the new entrant’s 

products. The new entrant has to use price offers, discounts and similar actions that decrease 

the profits.  

 

3.2.2 The Threat of Substitutes 

All companies in an industry compete widely with industries that produce substitutes. 

Substitutes limit an industry’s potential profits by using price caps. Substitutes that deserve 

most attention are those who 1) prove to have tendencies to improve price/benefit to the 

industry’s product or, 2) are produced by industries that have high profits. (Porter, 1983) 
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3.2.3 The Bargaining Power of Buyers 

Buyers compete with the industry by forcing prices down, negotiating about high quality or 

more services and play out the competitors against each other – on the expense of the 

industry’s profitability. A group of buyers can powerful, if the products that the group buys 

from the industry constitute an important part of the buyer’s costs or purchase; the products 

that the group buys from the industry are standardized or undifferentiated; the group is only 

concerned about switching costs; the group has small profits; or the buyer has full 

information. As these circumstances change over time or as a result of a company’s strategic 

decisions, the buyers’ bargaining power increase or decrease. (Porter, 1983) 

 

3.2.4 The Bargaining Power of Suppliers 

Suppliers can practice bargaining power against participants within an industry by threats of 

increasing prices or lower quality on delivered products and services. In this way powerful 

suppliers can strongly reduce the profitability in an industry that is unable to cover increased 

costs with their own prices. The circumstances that determine the bargaining power of 

suppliers are not just objects exposed for changes, but also outside the buying company’s 

control. The company sometimes can improve its situation through strategic choices, like with 

bargaining power of buyers. (Porter, 1983) 

 

3.2.5 Rivalry among Existing Competitors 

Rivalry occurs when one or more competitors are either feeling pressed or seeing an 

opportunity to improve its position. In most industries, when one company does something 

different than the others, the other companies often follow. This can lead to improvements for 

the whole industry, but it can also go the other way. Intensive competition is a result of 

several interacted structural components, such as: many or equal competitors, no 

differentiation or no switching costs. (Porter, 1983) 

 

3.3 Three Generic Strategies  

 

According to Porter (1985), there are two basic types of competitive advantage a firm can 

possess: low cost or differentiation. The significance of any strength or weakness a firm 

possesses is ultimately a function of its impact on relative cost or differentiation. Cost 

advantage and the differentiation in turn are derived from industry structure. The two basic 
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types of competitive advantage combined with the scope of activities for which a firm seeks 

to achieve them lead to three generic strategies for achieving above-average performance in 

an industry: cost leadership, differentiation, and focus. The focus strategy has two variants, 

cost focus and differentiation focus.  

3.3.1 Cost Leadership 

Porter (1985) states that, in cost leadership a company sets out to become the low-cost 

producer in its industry. The company must have a broad scope and serve many segments 

within the industry. Many companies may even operate in related industries. The sources of 

cost advantage are varied and depend on the structure of the industry. A low-cost producer 

must find and exploit all sources of cost advantage. They often sell a standard, or no-frills, 

product. A cost leader must achieve parity or proximity in the bases of differentiation relative 

to its competitors to be an above-average performer.  

 

According to Shapiro and Varian (1999), if a company is able to sell more than others, its 

average cost is the lowest. This allows the company to make money when others can not. But 

this is no guarantee, to sell a lot the company has to lower its price and will then earn less 

money per unit sold than the other companies in the industry. To gaining advantage the 

company has to make up for the lower price in volume. In traditional industries, reducing the 

company’s average cost of production usually means focusing on unit costs of production. 

With information goods, unit costs of production are negligible. The key to reducing average 

cost in information markets is to increase sales volume.  

 

Some telecommunications providers will analyze the market and conclude that the segment 

they want to serve is simply a commodity market. At the present most telecommunications 

markets have commodity characteristics. While it is likely that telecommunications service 

providers will enthusiastically create brand differentiation as the market matures, the majority 

of competitive services are still near-commodities. These providers can succeed through cost 

leadership. Cost leadership is a financial strategy, and cost leaders need to make sacrifices and 

often transform their corporate cultures, but this path to differentiation is practical and 

sustainable. To maintain the status of low-cost provider, a telecommunications service 

provider needs: Preferential access to supplies; low overhead costs; employee low-cost focus; 

minimum margin; long production runs; target the average customer; and process leadership 

of product leadership. (Strouse, 2001)  
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3.3.2 Differentiation 

In a differentiation strategy, a company seeks to be unique in its industry along some 

dimensions that are widely valued by buyers. The company selects one or more attributes that 

many buyers in an industry perceive as important, and uniquely positions itself to meet those 

needs. Differentiation can be based on various things in different industries such as, the 

product itself, the delivery system by which it is sold, the marketing approach, and several 

other factors. The logic of the differentiation strategy requires that a company choose 

attributes in which to differentiate itself that are different from its rivals’. In contrast to cost 

leadership, however, there can be more than one successful differentiation strategy in an 

industry if there are a number of attributes that are widely valued by buyers. (Porter, 1985) 

 

According to Shapiro and Varian (1999), there are a number of companies producing the 

same “kind” of information in a differentiated product market, but with many different 

varieties. This is the most common market structure for information goods. This strategy 

requires that the company does everything they can to make sure that there are no close 

competitors by differentiating their product from the others that are available.  

 

Strouse (2001) states that, customer service offers more opportunities for a service provider to 

differentiate from its competitors than most other paths to differentiation. The service 

provider can differentiate through its sales team, order handling, provisioning, or fulfillment. 

In sales, a telecommunications service provider specializing in a vertical market can offer 

expertise to its customers. Customer service is important since lacking service can be an 

incentive for a customer to switch to a service provider with a better reputation. Techniques to 

retain the customer through customer service include profiling and segmentation, loyalty 

programs, switching costs, and up-sell promotion. Segmentation can offer opportunities for 

customer retention. If a service provider targets a specific group or community, the service 

provider can customize the offer that less focused competitors can not match. A small service 

provider can then compete successfully against the large provider.  

 

3.3.3 Focus 

According to Porter (1985), the focus strategy is quite different from the others because it 

rests on the choice of a narrow competitive scope within an industry. With this strategy, the 

focuser selects a segment or group of segments in the industry and tailors its strategy to 

serving them to the exclusion of others. By optimizing its strategy for the target segments, the 

focuser seeks to achieve a competitive advantage in its target segments even though it does 

not possess a competitive advantage. According to Roos et.al (2004), the purpose of focusing 
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is that the company tries to serve one or a few segments as well as possible and the goal is to 

serve this smaller target group better than the competitors that commit themselves to provide 

more segments. Porter (1985) states that there are two variants of the focus strategy, cost 

focus and differentiation focus. In cost focus a company seeks a cost advantage in its target 

segment, while in differentiation focus a company seeks differentiation in its target segment. 

Both variants of the focus strategy rest on differences between a focuser’s target segment and 

other segments in the industry. Cost focus exploits differences in cost behavior in some 

segments, while differentiation focus exploits the special needs of buyers in certain segments. 

If a company can achieve sustainable cost leadership (cost focus) or differentiation 

(differentiation focus) in its segment and the segment is structurally active, then the focuser 

will be an above-average performer in its industry. Most industries have a variety of 

segments, and each one that involves a different buyer need or a different optimal production 

or delivery system is a candidate for a focus strategy.  

 
Illustration Three Generic Strategies. Source: Porter, 1983 

 

3.3.4 Mixing the Generic Strategies 

According to Porter (1985), a company that engages in each generic strategy but fails to 

achieve any of them is “stuck in the middle”. The company possesses no competitive 

advantage. This strategic position is usually a recipe for below-average performance. A 

company that is stuck in the middle will compete at a disadvantage because the cost leader, 

differentiators, or focusers will be better positioned to compete in any segment. Porter says 

that becoming stuck in the middle is often a manifestation of a company’s unwillingness to 

make choices about how to compete.  

 

However, according to Barney (2002) more recent work contradicts Porter’s assertion about 

being “stuck in the middle”. This work suggests that companies that are successful in both 

cost leadership and product differentiation often can expect to gain a sustained competitive 

advantage. This advantage reflects at least two processes: (1) Companies that are able to 
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successfully differentiate their products and services are likely to see an increase in their 

volume of sales. This is especially the case if the basis of product differentiation is attractive 

to a large number of potential customers. Successful product differentiation can, in turn, lead 

to cost reductions and a cost leadership position. (2) Product differentiation can lead to high 

market share and low costs. It may also be the case that some companies develop special 

skills in managing the contradictions that are part of simultaneously low-cost and product 

differentiation strategies. Some research show that companies can simultaneously implement 

cost leadership and product differentiation strategies if they learn how to manage the 

contradictions inherent in these two strategies.  

 

Strouse (2001) has found out that there is an alternative strategic approach to cost leadership, 

best cost producer strategy. This strategy is a combination on low cost and a focus on 

differentiation. The best cost provider probably does not have the lowest cost among its 

competitors. The best cost producer can compete with lower price rivals by offering 

customers additional value and compete against high priced providers through lower prices. 

This strategy requires an additional focus in another path to differentiation, such as customer 

service, pricing innovations, or a unique business model.  

 

3.4 Using the Network Effect as a Strategy 

 

Networks have a fundamental economic characteristic: the value of connecting to a network 

depends on the number of other people already connected to it. Network effect, network 

externalities and demand-side economies of scale are all names of the value proposition. They 

all refer the same: other things being equal, it is better to be connected to a larger network 

than a smaller one. Economists prefer to call this network externalities. Externalities arise 

when one market participant affects other without compensation being paid. (Shapiro & 

Varian, 1999) 

 

Strouse (2001) states that the network effect is somewhat counterintuitive to conventional 

supply and demand, in which the value (or at least the cost) of a good should decline as 

production increases. In the telecommunications industry, management and regulators did not 

name the network effect, but they recognized it and are pricing accordingly with subsidies. 

The telephone is most valuable if nearly everyone have one. Therefore, regulators conclude, 

pricing for telephone service shall amortize the high first cost and keep monthly rates low. 

Business users are willing to pay higher rates than consumers do because it is in their own 

best interest to get their customers connected to the network. One advantage of the network 
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effect is that it occurs whether or not the service provider owns proprietary technology or 

maintains a network standard. The network effect does, however, create a sort of chicken-and-

egg dilemma. Service providers that want to invest in a new service need to time their 

investments and account for the growth in critical mass necessary before the service is 

profitable. The service provider must be able to survive without profitability in the service 

line until critical mass occurs. The network effect can create a path to differentiation for 

customers who want access to other customers or to content from the most popular source.  

 

According to Shy (2001) the network effect can be used as a strategy when it dominates the 

price effect. When deriving the consumers’ aggregate demand, the curve changes from being 

s-shaped to being upward sloping at small demand levels and downward sloping at high 

demand levels.  

 
 Illustration Network effect curve Source: Shy (2001) 

 

Shy (2001) continues with the reason for this phenomenon, at small demand levels, 

customers’ willingness to pay rises with the total demand, since the network effect exceeds 

the price effect. Ones the network size reaches a maximum point (half the population 

according to Shy), the negative price effect dominates the network effect. The model shows 

that customers are not affected by the price as long as the utility derived from one more 

subscriber increases.  

 

3.5 The Use of Core Competencies 

 

Core competencies refer to the process in which a telecommunications service provider 

constantly reinforces its competitive advantages. To qualify as a core competence, the 

capability should have three characteristics: (1) provide a significant value to customers, (2) 

be competitively unique and relatively difficult to imitate, and (3) offer a basis for entry into 
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new and expanded markets. Remember that simply providing excellent service is not a core 

competence unless it offers unique value, differentiates from competitive offerings, and 

provides a gateway to new markets. Network reliability in the facilities-based interexchange 

market is not a core competence for established circuit-switched providers, although it could 

open new markets for facilities-based IP service providers. On the other hand, 

telecommunications service providers seeking to enter new markets will facilitate their market 

entry if their reputation for demonstrated core competencies precedes their market entry. Core 

competencies are most often associated with business processes rather than specific services 

or patents on technologies. Patents are temporarily, but business processes are sustainable. 

The business processes demonstrating core competencies must be central to the operations of 

the enterprise. Superior office design is probably not a worthy core competence for 

telecommunications service providers; superior Web site design most often is. (Strouse, 2001) 

 

According to Strouse (2001), telecommunications service providers that seek to develop core 

competencies will need to evaluate their present skills and positioning in an objective 

assessment. They also need to appraise whether any competence-based lead is sustainable 

against competitors seeking the same capabilities. Different core competencies work best for 

each business model, because the source of customer value varies for each one.  

 

3.6 Using Competing On the Edge in Changing Markets 

 

Given the pervasiveness of change, the key strategic challenge is managing that change. 

Michael Dell (Dell Computer Corporation) once said “The only constant in our business is 

that everything is changing. We have to take advantage of change and not let it take 

advantage of us. We have to be ahead of the game”. This quote leads us into the Competing 

on the edge-strategy. Competing on the edge defines strategy as the creation of a relentless 

flow of competitive advantages that, taken together, form a semi coherent strategic direction. 

Success is measured by the ability to survive, to change, and ultimately to reinvent the 

company constantly over time. One reason why change is hard to manage is that managers are 

unable to plan effectively. The direction of change is just too uncertain. There are certain 

unique parts of the competing on the edge strategy (Brown et. al, 1998): 

• Unpredictable – The strategy is about surprise, and not about planning and approach. 

The future is too uncertain. It is more about making moves and observe what 

happens, and continuing with the ones that seem to work. 
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• Uncontrolled – Many people in the company must make moves on their own, 

because there is simply too much going on in rapidly changing industries for any 

single group to handle every move. 

• Inefficient – Competing on the edge is about stumbling into the wrong markets, 

making mistakes, bouncing back, and falling into the right ones, rather than being the 

most efficient or most profitable company at any particular time. It is about using 

change to relentlessly reinvent the business by discovering opportunities for growth 

and letting profits follow. 

• Proactive – It is about being early, about trying to anticipate and, where possible, to 

lead change. 

• Continuous – The strategy is about a rhythm over time and does not comprise a few 

very large moves, like massive corporate transformations or corporate mega mergers. 

• Diverse – It is about making a variety of moves with variety scale and risk. It is 

about creating a robust and diverse strategy and making a lot of moves. Some will be 

brilliant, most will be good, and a few will be failures. 

 

According to Brown (1998), there are several key assumptions that articulate the best 

practices about strategy, organization and leadership. Competing on the edge involves the 

thinking of treating any strategy as temporary; look for opportunities to reinvent the business; 

think of the future as unpredictable; and last evolve the existing strategies. These assumptions 

make sense in rapidly changing and uncertain industries where the two parts of strategy come 

together. Rooted in the logistics of complexity thinking, the nature of speed, and time-paced 

evolution, they result in a semi coherent direction that is somewhat unpredictable, 

uncontrolled, maybe even inefficient, but also one that is robust and effective.  

 

3.7 Summary of Theories  

 

With inspiration from Brown et. al. (1998), we have put together a table of theories. The table 

compares the strategies with each other from different elements that affect the strategy’s 

prerequisites.   
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 Five Forces Three 

Generic 

Strategies 

Network 

Effect 

Core 

Competence 

Competing on the 

Edge 

Assumptions Stable industry 

structure 

Stable 

industry 

structure 

Well 

developed 

network 

Firm as bundle of 

competencies 

Industry in rapid, 

unpredictable 

change 

Goal Defensible 

position 

Gaining 

competitive 

advantage 

Defensible 

position 

Sustainable 

advantage 

Continuous flow of 

advantages 

Performance 

Driver 

Industry structure Industry 

structure 

Industry 

structure 

Unique firm 

competences 

Ability to change 

 

Strategy 

Pick an industry, 

pick a strategic 

position, fit the 

organization 

Select and 

implement a 

generic 

strategy 

Decrease 

prices through 

more 

subscribers  

Create a vision, 

build and exploit 

competences to 

realize vision 

Gain the “Edges”, 

time pace, shape 

semi coherent 

strategic direction 

Success Profits Profits Lower cost 

per unit 

Long-term 

dominance 

Continual 

reinvention  

Table of Theories  

 

To use Porter’s models a stable industry structure is needed. Using the five forces model, a 

company chooses an industry, a strategic position and then fit the organization. This should 

according to Porter give a defensible position. Using the network effect a company also seeks 

a defensible position through a well developed network and low costs per unit. The three 

generic strategies are more about gaining competitive advantage. Core Competence takes it 

one step further and strives for sustainable advantage, through creating a vision and constantly 

tries to build and exploit competences to realize vision. Competing on the edge is a strategy 

how to use many strategies in a rapid changing, unpredictable industry. The purpose is to 

create a continuous flow of advantages and take advantage of change. The secret is to have a 

portfolio of strategies to use when needed.  
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4. Empirical data 
 

This chapter contains the empirical facts and data used in this thesis. It starts with a 

description of Sweden’s telecommunications market and its development from monopoly to 

competition. The chapter then continues with a description of Thailand’s telecommunications 

market structure and development, followed by summaries of the delegates’ reports. Finally, 

this chapter contains a short summary of Master Plan for Telecommunications Development.  

 

4.1 Sweden’s Telecommunication’s History 

 

The telephone had its first breakthrough 1880 when the first telecommunication network was 

established by Stockholm’s Bell Telefonaktiebolag. Since long ago, Sweden had a well 

established telegraphic network, where the Telegrafverk had state monopoly of the market 

and network. Gradually, cooperative organizations started to build local telecommunication 

networks. In Stockholm another company, the Allmänna Telefonaktiebolag, started to 

compete with Stockholm’s Bell Aktiebolag. The network grew fast and the Telegrafverk 

realized that the telecommunications network was a realistic threat towards the telegraphic 

network and started to oppose the development, but without any luck. They realized that the 

only alternative was to build their own networks and started in Skåne (southern Sweden) and 

on the west coast. In 1888 the Telegrafverk got permission to build three cables from 

Stockholm, Malmö and Sundsvall. This permission was important to give the state a 

responsibility over the telephone service as a national network. The permission gave the 

Telegrafverk control over the fast growing telecommunication network. By the year 1889 

20% of all subscribers had a connection to the telegraphic network’s telephone system. The 

Telegrafverk took a major part of the telecommunication network and built new ones. This 

involved great standardization. The development to nearly monopoly for Telegraphic network 

went fast but the struggle about the customers did not end until late 1910. 1918 the Allmänna 

Telefonaktiebolag was bought by the Telegrafverk and now they reached their goal with total 

control over the telecommunication network. This lead to more subscribers and Sweden 

became the leading country in Europe according to number of telephones. From 1918 to 

1980s the Telegrafverk (which became the Televerk 1953) had total control over the 

telecommunications market in Sweden. The Televerk kept its role as a single actor in the 

telecommunications market right up to late 1970s, when the market economy started to 

influence the infrastructure politics. (Cederhorn et.al, 2002) 
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In the 1980s the infrastructure politics changed its direction towards a more liberalistic market 

policy. This because of adjustments to a more international approach in Europe, a belief in 

increasing growth and development through competition and efficiency, and overall changes 

in politics. The government’s power should decrease and the people should have more 

choices. (Cederhorn et.al, 2002)  

 

4.2 Sweden’s Telecommunication’s Market 

 
The telecommunications market in Sweden was gradually deregulated during the 1980s and 

formally liberalized in 1993. Being an early starter, the Swedish government had to develop a 

new regulatory framework on its own. The parastatal owned telecom operator the Televerk, 

which became Telia 1993, had an overwhelmingly dominant market position in 1991, with 

market shares for domestic nation calls, international calls, and mobile communications at 

100, 96, and 90 percent respectively. In the illustration “Telia Market Shares”, which starts 

from 1994, decreasing market shares are a fact. In 2003, the market share for fixed telephony 

is down to just above 50%, and for mobile telephony 50%. (Hultkrantz, 2002) 

 
7 Corporate Presentation - November 2004
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 Illustration Telia Market Shares. Source: Geary, 2004 

 

According to Hultkrantz (2002), the outcome of the reform was not revolutionary until 

recently if the main objective of telecom liberalization in Sweden was to promote 

competition. The market for fixed-line access has been liberalized since December 2004. As a 

result Telia was able to keep three fourths of the usage charges until then. Another reason for 

slow progress of competition may have been the “ultra light” regulation of interconnection in 

the first years. The Televerk/Telia’s first line of defense was to provide interconnection to 

 29/56 



Master Thesis (FED006)  Blekinge Institute of Technology 

new entrants at a high level in the network hierarchy, and therefore charged interconnection 

as if the whole network was used, even if the actual physical connection was or could be 

made at a local station. From 1995, Telia demanded an interconnection fee for a so called 

double segment at SEK 0,70 per minute, while the consumers’ retail price for the regional call 

during office hours was just SEK 0,48 per minute. Telia thus squeezed the margins so as to 

make competition for domestic calls impossible. The competition authority, KKV, had to 

intervene referring to the essential facility doctrine in the competition legislation. Telia tried a 

few times more but the KKV kept intervening. However, market forces finally solved the 

interconnection dispute.  

 

Hultkrantz (2002) continues with one reason why the transformation to competition went 

slowly. The reason is that new entrants did not have widespread alternative network 

infrastructures and were unable with traditional technologies to match the economies of scale 

and scope of operators notified as having significant market power in the fixed networks. This 

result from the fact that operators rolled out their old copper local access networks over 

significant periods of time protected by exclusive rights and were able to fund its investments 

costs through monopoly rents. The Swedish legislation, however, enforces a similar 

obligation to mobile networks, which are not monopoly bottlenecks, and are constructed, 

funded, and operated in the private sector of the economy. The Swedish process was 

influenced by specific national circumstances, such as the Televerk’s choice of an offensive 

strategy. The result was that Sweden followed a faster track to liberalization, and took a more 

light-handed regulatory approach than many other countries. 

 

Sundqvist (2004) states that, in the 1980s when the transformation began, Telia had several 

strategies to prepare for deregulation, competition, and limited company. They focused on 

customers, results, and profitability. Telia also developed internal programs that included: set 

the customer first, do measurements about customer satisfaction, answer the phone within ten 

seconds, and management by objectives. In the 1990s, when Telia was exposed to full 

competition, they changed these strategies. Instead of only focus on the customers, Telia had 

to also focus on costs and organization. The telecom industry now had to satisfy the 

customers, staff, society, and owner. Telia focused on cost effectiveness, decentralization, 

profit centers, markets, and finally business and product development. The internal programs 

contained vision 2001, limited company, quality and internal processes, product development, 

multimedia development, geographical expansion, cost rationalization, and staff reductions. 

In the beginning of 2000 the telecom industry had changed and was now facing mobile 

expansion, IP breakthrough, end of monopoly, and a new economy deflated. When the costs 

had been adjusted to the new market formation, Telia could now focus on personalized 
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services, industry reshaping, and profit. The internal programs included customer service, 

provisioning, cost control and reduction, and business system renewal.  

 

The table “Telia financial overview” shows that Telia’s investments have been doubled since 

1990, just before the privatization. Number of employees were reduced from 50 000 in 1990 

to 17 000 in 2001. Outsourcing was a major event in 2001, which contributed to the reduced 

number of employees. Customer base in mobile increased from 1 000 000 (NMT) to 

5 000 000 (Baltic Sea Region). All these factors together led to an increase in profits of 64%. 

 
Telia 1990-2001 

Televerket 1990 Telia 2001 

Turnover GSEK 31,5 Turnover GSEK 57 

Profit GSEK 3,9 Profit GSEK 6,4 

Investments GSEK 10,3 Investments GSEK 20,7 

Customer base, Mobile Customer base, Mobile 

(NMT)  (Baltic Sea Region) 5 000 000 

(In Sweden) 1 000 000 (In Sweden) 3 450 000 

No of employees  No of employees 17 000 

In Sweden 50 000 In Sweden 13 000 

Major Events Major Events 

Telephony capacity increased by 10.4% IPO of Telia 

The NMT system 1 million customers Acquisition of Netcom ASA 

Proposal to establish a company IPO of Eniro 

 Outsourcing 

Table Telia financial overview Source: Sundqvist, 2004  

 

In autumn 1995, the entire group structure was to be changed in order to meet new conditions. 

5.000-7.000 employees were calculated to be surplus in 1996-1998. Rapid technological 

development called for extensive recruitment during the same period. Telia faced over-

staffing and lack of specific expertise at the same time. Telia’s redeployment division had to 

create a mission with the objectives to allow business units to focus on businesses, keep and 

recruit young graduate employees, make rational use of existing competences, provide 

capacity for training people for new jobs, and strengthen goodwill and limit the cost of 

transformation. The mission was to redeploy 5.000-7.000 surplus employees without 

redundancies over the time 1996-1998. (Sundqvist, 2004) 
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Change - An Ongoing Process        Guy Sundqvist for ÅF-International

17/11/2004

17

Results 1996 - 1998

Left the company

Back into Telia

6,500 redundant staff 
coming into the Redeployment Division

3,600

2,800

< 1.5% were 
given notice

•Vocational guidance
•Reskilling
•Active help
•Study grants

- new job
- studies
- own business
- early retirement

Note: also 2,000
people recruited

 
Illustration Telia changing personnel. Source: Sundqvist, 2004 

 

During 2000 following companies were disposed: Telia Contracting, Telia Competence, Telia 

Conference, IN good company, Svefo, Telia Academy, Smålandsbörsen, Starman 

Kaabeltelevisiooni, Danish Telia System & Service and parts of the remaining possession of 

real estate. In the beginning of 2001, Telia disposed the consulting company Combinator and 

Telia Trading. From the 1st October 2000, Telia’s wholesaler in net business in Sweden, is 

operated by an own organizational unit, Skanova. (Telia Annual Report 2000) In an annual 

report from 2004, Telia’s CEO Marianne Nivert describes the outsorcing in Telia as a way of 

refining the company: 

 

“Refining Telia means that we get a company that is more ‘high-speeded’ and concentrated 

on the core business. We will inspire to and make communication easier for people – that is 

our main purpose and we are good at it. Through refining, we release resources that can be 

used to develop Telia’s main essence.” 

   Marianne Nivert, CEO, Telia  

 

This refining process has involved a huge decrease in employees, only a fourth of the staff 

from 1989 remains in 2002. Telia has focused on their main task, to sell the 

telecommunication service, and left other services, as support of network and technical 

education, to other organizational units.  
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Change - An Ongoing Process        Guy Sundqvist for ÅF-International

17/11/2004

12

Telia - a changing Group

Employees in Sweden Employees abroad

1989 1999

49 000

25 000

2002

13 000

1989 2000

ca 20

5 000

2002

3 800

< 1%         17% of tot.  23% of tot.

 
Illustration Telia Employees. Source: Sundqvist, 2004 

 

Telia has reduced a lot of costs through outsourcing and lowering force of personnel. Telia 

has, in return, put a lot of effort in marketing during the increasing competition. In 1998, the 

cost of marketing was 1.250 MSEK. This cost was doubled in 2002 and in 2004, the cost was 

5.404 MSEK. This is an increase of 432%. (Telia, Annual Report 1999, 2004)  

 

4.3 Thailand’s Telecommunication History 

 

1881 was a year of history for Thailand’s telecommunications since the first simple phone 

line was constructed for national security. Then the telecommunication in Thailand took root 

and has since been successively developed to its current modern status. The telephone greatly 

improved the communication between Bangkok and the strategic fort where it was installed, 

since it enabled instant report by naval personnel of any untoward or hostile foreign naval 

activities or give warning of a naval blockade. In 1896, the operations and administration of 

the telephone service was transferred from the Ministry of Defense to the Telegraph 

Department, and the network was expanded to serve both Bangkok and Thonburi areas, with a 

total line distance of 86 kilometers serving 61 regular subscribers. With rapid development of 

Western technology, the Telegraph Department imported and installed a new telephone 

system called the “Central Battery Manual System Telephones” in 1907. (PTD) 

 

The popularity of the telephone became increasingly evident by 1922 and lines were 

thereafter extended to render service to 1,422 telephone users in Bangkok. The network 

continued to grow and the users increased so new central exchanges were needed. In 1933, 
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after the revolution, the new Automatic Telephone Exchange system was purchased. The 

installation was complete in 1935. The new system provided 2,300 new lines. In its early days 

the telephone service was very small, and only covered a limited area within Bangkok and 

neighboring provinces. The Post and Telegraph Department (PTD) set up only a small section 

called the Telephone and Technical Section staffed by only a handful of employee. The 

telephone service was inefficient and it was also facing financial difficulties to maintain 

operations and expand. To repair these setbacks and allow independent growth of the 

telephone service, His Majesty Rama VII promulgated a Royal Decree to establish the 

Telephone Organization of Thailand (TOT) in 1954. TOT became the government enterprise 

under the direct control of the Ministry of Communications. All telephone service in Bangkok 

and Thonburi were transferred from the PTD to the TOT, with the exception of the provincial 

network, which remained under the supervision of the PTD. By 1978 there were a total of 146 

telephone exchange centers throughout the country with 362,150 lines connected, operated by 

32 exchanges in Bangkok and 144 in the provinces, with 273,918 and 88,232 lines 

respectively. (PTD) 

 

4.4 Thailand’s Telecommunication’s Market 

 

According to Mavichak (2004), Thailand’s telecommunication market has evolved from state 

monopolistic. There are two main state owned enterprises responsible for providing 

telecommunication services, TOT and CAT. The private sector has taken part in providing 

telecom services in an early 1990s by being granted “Build-Transfer-Operate” (BTO) 

concession contracts. Today, the government has realized that the market structure for this 

market needs to be adjusted. Thailand is a member of WTO and is also committed to 

liberalize the telecommunication sector by 2006. In November 1997, the government 

approved a “Master Plan for Telecommunications Development”. According to the plan, TOT 

and CAT were to become private companies through the corporatization and privatization 

process. As a result, the government has to find the solutions for many unsolved issues before 

the deadline approaches. A specific independent authority, NTC, was set up to regulate the 

telecommunication sector. The organization’s main responsibility is to establish rules and 

regulations to govern an increasing competition in the market. This includes rules on 

qualifications of the operators, licenses issuances, operating conditions, fees, tariff structures, 

and consumer rights. Once established, NTC, immediately took charge of several challenging 

tasks, for example the introduction of number portability and the replacement of the current 

access charge system with the enforcement of the new interconnection charge scheme. 

According to the Federation Communications Commission, number portability means “a 
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service that provides residential and business telephone customers with the ability to retain, at 

the same location, their existing local telephone numbers when switching from one local 

telephone service provider to another” (The Federation Communications Commission).  

 

Despite that the privatization process has been delayed for some time due to some regulatory 

uncertainties on key issues, TOT and CAT were finally corporatized in 2002 and 2003 

respectively. They are now facing a privatization process. But before TOT and CAT can be 

fully privatized, all the concession contracts between the two state owned enterprises and 

private telecommunication operators have to be converted into licenses. Even with the 

imperfect competition of Thai telecom sector, it is undeniable that increasing participation 

from private companies has brought some competitive element into the markets. As a result, 

users can benefit from more various kinds of services with the falling prices from increasing 

numbers of mobile phone operators. The competitive environment in Thai telecommunication 

sector has intensified because of new market entries of international telecommunication 

companies. As the competition in Thai mobile phone sector has changed considerably, the 

popularity of the prepaid phone seems to outgrow the post-paid service. The growth rate of 

data and non-voice service is also exceptionally high. The market seems to be clearly divided 

between post-paid and prepaid services. The demand for prepaid services still enjoys high 

growth rate. Of 22 million mobile phone subscribers at the end of 2003, 81% are users under 

prepaid service scheme. (Mavichak, 2004)   

 

In the table “Thailand financial data”, a compilation has been done to get an appreciation of 

where TOT and CAT are today. The currency originally was in Baht, but has been calculated 

to SEK, to better be compared with Telia’s financial data. 
 

 TOT 2002 CAT 2002 

Net Profit 600 MSEK 1 012 MSEK 

Invesments 2 374 MSEK 163 MSEK 

Number of Employees 21 645 20 610 

Table Thailand financial data overview Source: Annual Reports 2002 from TOT and CAT 

 
In 2002, TOT made a profit of 600 MSEK, while CAT made 1 012 MSEK. TOT spent more 
on investments than CAT. Number of employees was alike.  

4.4.1 CAT 2003, 2004 

The Thai culture is in the high context mode; therefore, communications between people are 

primarily implicit. Organizations tend to have centralized patterns, structured activities, and 

written rules. Managers are more involved in the details of job, consistent in their style, and 

less willing to make individual and risky decisions. Employees have to strictly conform to the 
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organization’s policies. Thailand has taken a free- and open- market approach with the private 

sector conducting most of the economy; however, some activities such as telecommunication 

services, electricity distribution, tobacco industries, and rail transportation are still 

monopolized by government agencies. The private sector is getting more involved in 

developing the country in several aspects such as transportation, communications, electrical 

industry etc. The main organizational forms of commercial enterprises in Thailand consist of 

sole proprietorships, partnerships, limited companies, joint ventures, and foreign branches. 

The limited companies are separated into private and public companies.  

 

The climate of telecommunications service market in Thailand is divided into three periods: 

before and during the 1980s (monopoly), in the 1990s (half monopoly), and at the present 

time (uncertainty market). Before and during the 1980s, the Thai government had operated a 

telecommunications network on a monopoly basis for over a century through the Ministry of 

Transport of Communications (MOTC). MOTC has the primary responsibility for drafting 

policies and development plans for the telecommunications industry in Thailand. Under 

MOTC, three government agencies who provide telecommunication services are the 

Communications Authority of Thailand (CAT), the Telephone Organization of Thailand 

(TOT), and the Post and Telegraph Department (PTD). Because of the rapid growth of global 

business in the 1990s, many multinational firms have established offices and branches in 

Thailand and other countries in Southeast Asia. They need a telecommunications system that 

can provide them with reliable resources to effectively communicate and conduct their 

business worldwide. CAT and TOT could not provide the telecommunications system that 

meets the firms’ needs because of financial constraints; therefore, since the late 1980s, the 

Thai government has allowed private sectors to participate in a particular communication 

service. CAT and TOT granted concessions such as mobile telephone services and new value-

added telecommunications services to the private sectors under the build-transfer-operate 

(BTO) basis. At the present time Thailand has set an ambitious goal to develop the nation’s 

prosperity to become the economic center for Southeast Asia. The Thai government realized 

that telecommunications are a crucial infrastructure supporting the growth of the overall 

economy. Thailand has made commitments to WTO and APEC to open a market in 

telecommunications services by the year 2006. The partial privatization of CAT and TOT has 

already taken place since 1999. Now, CAT and TOT are in the process of choosing strategic 

partners and IPO (International Public Offering).  

 

The much long delay on the establishment of the National Telecom Commission (NTC) has 

caused a great deal of uncertainty and unfair practices to Thai telecommunications market. It 

is expected that the longer the delay, the more benefit to the existing private telecom 
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operators. CAT is facing many challenges. These include how to defend the existing IDD 

(International Direct Dialing) and data services, how to handle regulatory related issues. What 

approaches and strategic initiatives should CAT take so that CAT can deliver the services 

successfully? 

 

CAT Telecom Public Company Limited, formerly known as The Communications Authority 

of Thailand, was founded in 1977 by the Thai government and has been corporatized since 

August 2003. For 26 years of its operations as state enterprise, CAT was the monopoly for the 

International telecommunication businesses and had provided the country various 

telecommunications services and postal services. After August 2003 CAT has been 

corporatized and divided into 2 companies: CAT Telecom which provides the 

telecommunication services and Thai Postal Company which provides only the postal 

services. After corporatization, CAT Telecom mainly focuses on telecommunication business 

areas including international and domestic services. According to the present regulation, CAT 

Telecom is the sole authorized in International Telecommunication business. CAT projects 

the end of its monopoly in year 2006 or until the new NTC which has been formed since 

September 2004 will give the authorization to other operators.  

 
 What we struggle What we achieve 

Profit 

Maximum 

Condition 

In 2003, there are strong influences from both 

the telecom market size and the authority size. 

In telecom market, a lot of competition has 

been seen in every product especially in mobile 

and internet. On the other hand, the authority 

which is the ICT Ministry got involved in 

CAT’s operation. These results in the price of 

telecom product not only for CAT but a whole 

market decreasing a lot. Sometimes the price of 

some specific products has to be lower than the 

marginal cost in order for CAT to stay in the 

market. 

However CAT is the monopoly for the 

international gateway. Even though the 

situation will change very soon, CAT still has 

a lot of advantages of being the owner of all 

international gateway for both voice and data 

services. CAT can prolong the price for some 

international services such as international 

private leased service. But CAT has to be 

prepared for the coming invention soon. 

Discrimination In the past, CAT had never discriminated a 

product. Marketing effort was very low and 

never focused on the customer needs. 

Our next business plan for data 

communication services is to discriminate a 

product into several types of qualities to fit 

the needs for each customer groups. 

Table CAT analyze. Source: CAT, 2004 

 

To get a perspective of CAT’s surroundings, this delegate has done a table that overviews 

Porter’s Five Forces Model. The table is divided into two areas; IIG and High Speed Data 

Network, and each one are analyzed separately.   
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Five Forces Analysis 
 1. IIG (International Internet 

Gateway) 

2. High Speed Data Network 

1. Bargaining power of buyer High. 

Buyers influence board of CAT, or 

even the ICT Ministry. 

Medium. 

Low interfere from the authority 

since the price is reasonable. 

2. Threat of substitute product No 

International Internet Gateway 

relies on IPLC. 

Medium – High 

New technologies emerging quickly 

in telecom industry. 

3. Bargaining power of suppliers Low 

There are a lot of competitors 

among international carriers. Price 

is cutting down every year. 

Medium 

High competition in the market 

leads to the lower price of data 

communication product. 

4. Threat of new entrants Medium – High 

Depend on NTC who can grant new 

license to new operator. CAT own 

80% of IPLC gateway. Another 

20% is owned by TOT and 

Shinawatra Satellite.  

Medium 

New technology of 

telecommunication does need huge 

investments like old equipments. 

Therefore it is easier than in the past 

to build its own network or even JV 

with existing telecom operators. 

5. Rivalry among existing 

competitors 

No 

This is the monopoly service. 

High 

Since 2003 the competition is 

enlarged. CAT is no longer the 

leader in data communication 

services. Now True Company is the 

leader and they pay a lot of 

investment in the market.  

6. Generic strategy Cost Leadership Quality of service. 

Reliability of company. 

Table CAT Five Forces. Source: CAT, 2004 

 

According to the delegates, CAT’s strengths are: Sole authorized for international 

telecommunication networks, wire line and wireless networks are located as the major 

backbone through the country, and CAT holds the CDMA and other concessions mobile 

phone frequency. According to the contract between CAT and CAT’s concessionaires, all the 

assets will be transferred to CAT (BTO) 

 

The delegates have also located the following weaknesses.  All the principles and operations 

are not effected and comparable with other operators. Its management and administrative 

style is still adhering to its traditional style. Since CAT had been the state enterprise, therefore 

its number of employees was high and was not rational with the productivity compare with 
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other private sectors. Thai government still has the major shares in CAT; therefore CAT 

operation is now controlled by the Ministry of ICT.  

 

4.4.2 Jasmine Telecom Systems Public Company Limited (JTS), 2004 

In the past, Thailand’s telecommunications sector has evolved from state monopolistic sector 

and has been controlled by the Ministry of Transport and Communications. The two main 

state owned enterprises responsible for providing the telecom service comprised of TOT and 

CAT. Due to the rapidly growing domestic demands at the time and the financial crisis facing 

in the late 1990s, the private sector had taken part in providing telecom services by being 

granted build-transfer-operate (BTO) concession contract including fixed line services and 

mobile services. As Thailand is a member of WTO, it is also committed to WTO to liberalize 

the telecommunication sector by 2006. To create the same level field of competition for 

liberalization, the government realized that TOT and CAT needed to be adjusted in their 

organization. Therefore TOT and CAT were privatized in 2003. Thailand’s 

telecommunication sectors are mainly classified to two services areas; fixed line services and 

mobile services. There is another interesting service, the Internet service, which combine the 

IT and telecommunication technology together. 

 

In Thailand, the use of telephone has risen steadily with the penetration of fixed line phone 

equivalent to 13,5% of the population in the first quarter of 2004. In recent years the growth 

has been slow, due to the rapid expansion of mobile telephone services. The fixed line service 

is controlled by the state owned enterprise, TOT, which has been acting as the license agency. 

The private companies that were granted licenses must pay in form of a revenue sharing with 

different figures depending on the agreements. Like fixed line service, mobile service is 

controlled by government agency, TOT and CAT. Today there are six mobile service 

providers. There are 18 Internet service providers (ISP) that are granted the licenses from 

CAT. Since 1995, the growth of the international bandwidth of Thailand was more than 200% 

each year. The popularity of Internet usage has soared during the period 1999 to now. At the 

end of 2003, there were approximately six million Internet users in Thailand. Furthermore 

there is the broadband Internet usage in Thailand also, but the number of users is still low 

with approximately 10 000 users in December 2003. However the telecom players mostly 

believe that the broadband usage will grow in the next few years.  

 

The commitment of Thailand and WTO to liberalize the telecommunication sector by 2006, 

drives the government to prepare the survival of telecommunications environment with free 

competition for both state owned enterprises and private companies. A specific independent 
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authority that is called NTC has to be established. The organization’s main responsibility is to 

establish rules and regulations to govern an increasing competition in the market. NTC 

successfully set up just in October 2004. There were many challenging tasks for NTC to be 

solved immediately for example the interconnection charge and privatization.  

 

Jasmine Telecom Systems Public Company Limited (JTS) is the subsidiary company of 

Jasmine International Public Company Limited. Jasmine International was founded in 1982 as 

engineering and management Consultancy Company. Jasmine International quickly entered 

telecommunications and has been at the forefront of the development of telecommunications 

in Thailand and its neighbors. After a major restructuring in early 1997, Jasmine International 

has become a holding company for all concessions acquired by the group, deriving steady and 

profitable incomes from these concessions, as well as from other companies within the group. 

 

The delegate from JTS has found several strengths in its company. Powerful resources in 

Jasmine Group can create the strategic synergy. As the business of Jasmine’s subsidiaries and 

affiliated company are covering in both IT and telecommunication sector in Thailand which 

could form new businesses or the backbone with infrastructure necessary for a fully-

integrated Internet Protocol Network. Referring to the experience of Project Sales, JTS 

manpower has a variety of the technical knowledge with high expertise in project 

management skill. The knowledge and skill will be the key driver for JTS to diversify the 

business to related sector in the near future. With the network of subcontractor’s relationship 

and good management, JTS can deliver on time with high quality of service. Have solid 

relationship with our key customers, especially the state owned enterprises and TT&T. 

 

The delegate has also localized weaknesses in its company, such as: Currently source of 

revenue is mainly from project sales. Although the public payphone business could contribute 

the highest profit margin but the profit volume of project sales is still higher. JTS-positioning 

is the system integrator; the company does not have its own network infrastructure. The 

company needs to cooperate with others to generate the new business. Project Management 

knowledge and skill are the personal base that is the uncertain factor of company as SI. 

 

To gain future competitive advantages following areas have to be overseen. Project Sales 

Business unit: To propose the value added service for the existing network of customers is the 

best method to create the customer demand of project sales with Win-Win strategy for both 

side. In addition, JTS should increase target customers in other groups besides Telecom 

Operator. Payphone Business Unit: In the high competition, JTS need to maintain this 

business by concentration of the site selection and quality of service which impact directly to 
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the revenue. The demand of Internet and multimedia usage is still growing; the company 

should prepare itself by expansion the voice service to data service also. Finally, after NTC 

settles the free competition market, the market strategy will be applied for this business 

sector. Test Equipment Business Unit: This business unit is operated by a small group in the 

company with high return. Using their working skill of distribution management, the 

company should increase the test equipment products and expand the target customers in 

other groups besides telecom operator, for instance manufacturing, education institution and 

laboratory. Furthermore, the company may diversify itself to be the distributor of the 

equipment in the related area. Improve the internal operating efficiencies in three existing 

business units for greater income volume and lower operating cost. Finally, the company 

should manage the portfolio by diversify the business in the potential ICT area such as being 

the service provider, solution provider in the broadband market. 

 

This delegate has divided Porter’s Five Forces Model into three business units; Project Sales, 

Public Phone Service Provider, and Test Equipment. 

 
Project Sales Business Unit 

Rivalry among existing competitors Rivalry is high and may have some tactics. 

Bargaining power of suppliers High switching cost of the existing network makes the 

high bargaining power of suppliers. For the new 

telecom products, the bargaining power of suppliers is 

low. 

Bargaining power of customers Customers have completely right to select the bidder. 

The relationship is very important. 

Substitute No substitution products 

New entrants Low newcomers and mainly from the suppliers who do 

the forward integration.  

Public Phone service provider 

Rivalry among existing competitors Rivalry is medium-high depending on the regional area. 

High rivalry in urban. 

Bargaining power of suppliers Suppliers have medium bargaining power because of 

many suppliers. However, the switching cost for public 

management system is quite high. 

Bargaining power of customers Bargaining power of customers is increasing because of 

more income. There is the low income group who 

cannot buy their own phones. 

Substitute There are close substituted products e.g. mobile, fixed 

line and Internet. 

New entrants As regulator has just settled in last month, there are no 

new entrants now. 
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Test Equipment 

Rivalry among existing competitors Rivalry is medium level. 

Bargaining power of suppliers As the company is the exclusive distributor with close 

relationship, the supplier has low bargaining power. 

Bargaining power of customers High bargaining power of customers. 

Substitute No substitution products. 

New entrants This niche market is primarily based on technology. 

The new entrants are less. 

Table JTS Five Forces. Source: JTS, 2004 

 

This delegate has also taken a step further and analyzed the generic strategies for the different 

business units.  

 

Generic Strategy 
Business Unit Generic Strategy Supporting Reason 

Project Sales 

 

 

 

 

Public Phone  

Service Provider 

 

 

 

 

 

 

Test Equipment 

Cost Focus 

 

 

 

 

Focus Differentiation 

 

 

 

 

 

 

 

Differentiation 

The cost is the key success factor of 

project sales.  

Select the target customers who 

have close relationship with the 

company. 

In the high competition area like the 

urban city, the company will 

provide the differentiated products 

and high quality services i.e. Public 

Phone with new features and 

“Always On” concept. 

Seek new products with high 

capability to fulfill the existing and 

new customers. 

Table JTS Generic Strategy. Source JTS, 2004 

 

These reports were summarized from three different delegates’ opinion. The reports’ 

authors are from two companies; CAT and JTS. The delegates are not mentioned by 

names since some information can be sensitive. It is also possible that the delegates do 

not want to be connected to a specific statement. 
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4.5 A Short Summary of the Master Plan for Telecommunications Development  

 

According to the Master Plan for Telecommunications Development1, the 21st century will 

mark the entrance to what we call the “Information Age”. As the world economy becomes 

increasingly competitive, the need for a modern and reliable telecommunications network is 

as compelling as ever. Access to high quality communications services at competitive prices 

will strengthen economic growth and boost efficiency and productivity in business, 

government and social services sectors. With the emergence of the “Information Highway”, 

citizens across the world can exchange, access and learn from all sorts of information made 

available online. Moreover, they will also be able to exchange and communicate ideas 

furthering what is becoming a borderless society. In order for the industry to meet the surging 

demand for communications services there need to be leaps in telecommunications 

development in terms of quantity, quality, access, regulations or competition as well as 

privatization of state enterprises.  

 

Although the latest commitments by Thailand to liberalize all sectors will not take effect until 

the year 2006, there are several pre-liberalization measures that need to be carried out. 

Particularly, the existing statutory monopoly must be abolished in order to introduce 

competition into the markets as soon as possible. In doing so, an independent regulatory 

authority is to be established to ensure fair competition and oversea consumers’ interests. A 

competent interconnection and pricing scheme need to be in place and a clear and transparent 

licensing procedure has to be spelled out. New ways of frequencies allocation must also be 

looked in to, to ensure that the limited natural resource is put into most efficient use. Finally, 

privatization of state enterprises is necessary to boost the efficiency level so that these 

enterprises may compete on equal footing with private operators.  

 

The policy framework of the Master Plan sets out to include but not necessarily limited to the 

following goals:  

1. Widespread and equitable network and service penetration, in particular in basic 

telephone service.  

2. Service quality and reliability comparable to international standards. 

3. Wide range of service variety and choices available.  

4. A pricing structure which is fair to both consumers and service providers.  

5. Proper regulations and incentives for providers to commit to universal service 

objective and other social service obligations. 

1 http://www.info.tdri.or.th/reports/published/h81.pdf, 1997 
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6. Adequate incentives to employ resource-efficient modern technology. 

7. Adequate skilled personnel in quantity and quality. 

 

Ways to achieve these goals can be to guarantee access to the basic telephone service and 

make it available at an affordable price. This may require a subsidy that may come directly 

from the national budget, or a “Universal-service Found” may be set up for this purpose. 

Another way is to adopt a cost based pricing that will lead to rate-rebalancing between local, 

long-distance, and international calls and be made less distance sensitive in line with 

technology. Interconnection charges will have to be carefully determined and all prices paid 

by consumers need to be adjusted annually according to changing in costs. Connection to the 

public network should be guaranteed. Interconnection of different network systems is 

essential for an efficient national telecommunication system. Further a frequency allocation 

and management should be regulated by an independent authority to ensure that the resource 

is allocated in accordance with international agreements and local demands. Frequency is a 

non-renewable natural resource. Thus, it is necessary to price frequencies accordingly to 

ensure that it is put into most efficient use. A clear and transparent regulatory structure will 

allow for an efficient and effective decision-making. The regulator will have to be impartial, 

knowledgeable, well respected and a proponent of social cause. Appeal mechanism and 

procedures will ensure a fair and accountable decision-making process. Finally, human 

resource development will be essential in light of major changes such as privatization of state 

enterprises, establishment of an independent regulatory authority, and efficiency and service 

quality enhancements.  
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5. Analysis 

 

In this chapter our empirical data are linked to the theories chosen. The reports and the Master 

Plan for Telecommunications Development (further called Master Plan) are studied and 

analyzed. Comparisons with Sweden are made, and strategies discussed. In our analysis, we 

assume that Thailand’s and Sweden’s customers and regulatory organizations are alike. We 

also assume that the economic principles, like supply and demand, are not different in 

Thailand and Sweden.   

 

5.1 Interconnections 

 

Through reading the reports and discussing with the delegates we have noticed that the 

previous state owned companies are aware of that the changes in the market formation 

demand actions. They have to make new strategic choices and find new ways to compete. We 

think that an important thing is when choosing strategies, it is necessary to start from the own 

country’s resources and not try to copy other countries’ approach. For example, to succeed in 

Thailand, the companies have to analyze Thailand’s telecommunications infrastructure. 

Comparing to Sweden where Telia’s network covered most of Sweden, Thailand has a 

network that is not as widespread as Sweden’s. Interconnections do not work in the same way 

and companies in Thailand can not use connection fees in the same extent as Sweden to 

oppose new entrants. After studying the reports and the Master Plan, an independent 

regulatory authority (NTC) has the responsibility to establish rules for interconnections. High 

prices on connection fees were a problem in Sweden when its telecommunications market 

was liberalized. Presumably, interconnections will not be a problem in Thailand since NTC 

aim to set interconnection fees at a level that facilitates fair competition. According to the 

Master Plan access to the basic telephone service is to be guaranteed and made available at an 

affordable price. The Master Plan also suggests that connections to the public network have to 

be guaranteed, to get better communication in the country. Our opinion is that a type of 

authority, like NTC, needs to be impartial in order to get the best results. According to the 

Master Plan, this condition has been noticed. It says that the regulator will have to be 

impartial, knowledgeable, well respected and a proponent of social cause. We think these 

characteristics are important to the fair competition because if one company gets preferential 

treatment, the other companies can not compete at the same level. All the delegates are quite 

sure that their companies have competitive advantage of owning the network, but despite that 

they are prepared for new inventions. This shows that the companies are in the right direction 
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of the possibility to change strategies when needed, like in the theory competing on the edge. 

In this theory Brown (1998), says that only one strategy is not enough and a strategy that 

works today might not be suitable tomorrow. However, we think that the companies have to 

be more concerned about their network and other companies’ possibility to entry, and build 

new networks. In Sweden, Telia was quite sure of its advantages in owning the network, but 

Telia had to reconsider their strategies, since new entrants increased faster than expected.  

 

5.2 How to Handle Threat of New Entrants 

 

According to Porter (1983), the possibility for new entrants to use the existing network makes 

the capital needed less, which increases the threat of new entrants. The existing companies in 

Thailand believe that the threat of new entrants is at medium or low risk (except for 

International Internet Gateway, where the threat is medium to high). Comparisons can be 

drawn to Telia in Sweden, who also believed in low entrance. Later, it was shown that Telia 

was wrong. Going from a market share of 100% at the fixed-line services, Telia now is down 

to just above 50% (Geary, 2004). Despite Telia’s advantage of pricing the interconnections, it 

did not work. In Sweden we had KKV that assured that the competition was fair and allowed 

new companies to enter at the same level as Telia. We think that TOT and CAT do not have 

these advantages, and therefore they have to be more aware of the threats of new entrants. The 

threat of new entrants is the first appearance that the companies have to consider, since the 

market is changing from monopoly to competition. According to Porter (1983), new entrants 

in an industry results in new capacity in an industry. A result of this can be decreasing 

profitability and increasing cost for the incumbent. Our opinion is that previous state owned 

companies have to be prepared of these results and overview the market to not fall behind 

their competitors.  

 

There are different strategies the companies can use to handle this threat of new entrants. One 

strategy is cost leadership, where the company tries to lower its costs. According to Shapiro 

and Varian (1999), a company can lower its cost by selling a lot. To do this it has to lower the 

product’s price and therefore, in the beginning earn less money. This loss can be covered with 

increasing sales. We have noticed that a large cost for service companies is the cost of 

personnel. Former state owned companies tend to have more employees than needed. In 1996, 

Telia in Sweden realized that it had 6.500 redundant employees. 3.600 of these employees left 

the company, while the remaining were redeployed in other areas. Before the privatization 

(1989), Telia had 49.000 employees in Sweden and in 2002 the number was down to 13.000. 

This shows that 36.000 employees in Sweden had to go, a number three times higher than the 
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remaining staff. This does not mean that all employees were unemployed, since the largest 

cause for this number was outsourcing and reorganization. Today, Telia focus on 

telecommunication service, and has left other services such as, support of network and 

technical education to other organizations and units. In the reports from CAT, there is a plan 

to use cost leadership as a strategy for IIG. We think that companies striving for cost 

leadership have to carefully consider the number of employees for the future to get this 

strategy work efficiently. We think that if this strategy shall be useful, the company has to 

carefully investigate where the personnel are really needed. Strouse (2001) states that cost 

leadership can involve transformation of corporate cultures and making sacrifices. This 

includes managing the force of personnel in an effective way. Employees are most cost 

effective when their responsibilities require repetitive behavior, focus on quantity, minimal 

responsibility, low flexibility, a narrow skill set, and little ambiguity. We agree in that cost 

reduction for personnel is a large expense and have to be considered if the company wants be 

a cost leader.  

 

Two of the delegates have noticed that customer service and product differentiation can be an 

efficient way to compete in the new market formation. We think that in the 

telecommunications market, customer service offers more opportunities for a service provider 

to differentiate from its competitors than most other paths to differentiation. According to 

Strouse (2001), the service provider can differentiate through its sales team, order handling, 

provisioning, or fulfillment. Lack of customer service can result in customers switching to a 

service provider with a better reputation. Even if cost leadership and differentiation are good 

strategies, we think that it is important to be aware of the environment. All companies in a 

market cannot compete successfully with the same strategies. However, differentiation can be 

done in several ways. According to Porter (1985), there can only be one cost-leader, but many 

differentiators in an industry. Strouse (2001) sees this in a different angle. She says that to 

distinguish from a cost leader and a differentiator, the company can combine these two 

strategies to offer a differentiated product that has a lower cost than the pure differentiator, 

but a higher cost than the cost-leader. Like Strouse, we think that combining these two 

strategies can be useful in telecommunications industry for a company serving a specific 

segment. However, we do not think this combination can be useful for large companies, like 

previous state owned.  

 

CAT has never differentiated a product in the past. Its marketing effort has been very low and 

it has never focused on customer needs. CAT has realized that they now have to differentiate 

a product into several types of qualities to fit the needs for each customer group. We think this 

is a step in the right direction, though none of the delegates seem to have noticed how hard it 
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can be to differentiate in telecommunications market. This means that the company has to 

really make an effort to succeed with product differentiation in this market. Our opinion is 

that it is important to be the first company in the industry implementing a new strategic 

direction and take advantage of this lead. In this industry it is easy to duplicate services and 

the first company has to be aware of companies that follow. To get this strategy working the 

company can never settle down, even if a differentiation is successful for the moment. In 

Sweden, the telecommunications services have become very similar within the different 

companies. There are two ways of handling this problem. The company that was first can try 

to keep the advantages of that, or be prepared to change all the time to always be in charge. 

Similarities can be drawn to the strategy of core competence, where according to Strouse 

(2001), changes have to be done all the time to find new ways of competing. In 

telecommunications industry it is very important for a core competence to reinforce its 

competitive advantages, since telecommunications products and services are easy to copy. We 

think that this reinforcement does not only include technological factors, but also knowledge 

and processes. With this we mean that educating employees is as important as technological 

development. 

 

5.3 Substitutes 

 

We have noticed that threats of new entrants are important in Thailand now, but the 

companies have to think ahead of this and see the other things that can be a threat in the 

future. The delegates believe that there are no substitutes for their products, except for high 

speed data communication. After studying Sweden’s telecommunications industry we find 

this quite optimistic. New technologies are emerging quickly in the telecom industry. In 

Sweden, substitutes have been developed such as the possibility to make calls over Internet 

and to use Internet and other services through a digital television connection. An example is 

the telecommunication and television company ComHem, which offers telephone services, 

television services and Internet services. Fixed-line services, mobile services, Internet 

services and digital television networks services are all substitutes in one or another way. 

According to Porter (1983), substitutes that deserve most attention are those who have 

tendencies to improve price benefit or are produced by industries with high profits. We think 

that in telecommunications industry the price benefit is important, since the margins are low.  

It is likely that new entrants try to aim at segments where the competition is less intensive. 

Previous state owned companies have to be aware of competition from several directions, and 

must be prepared to take actions, such as changing strategies. If a company develops 

substitutes, like for example, ComHem has done in Sweden, it has the opportunity to bundle 
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its services and offer special prices for different target groups. We think that this can be a 

good way for the previous state owned companies to differentiate, since it is an opportunity to 

sell more services at a lower price. The company offers more services at a lower price than if 

the services were sold separate.  

 

5.4 Competing with Switching Costs 

As the competition becomes more intense, the bargaining power of buyers increases. In 

Thailand, TOT and CAT have already observed increasing bargaining power of buyers, and 

soon the buyers can choose between even more suppliers. We think, this will force the prices 

down, and can contribute to price wars at the cost of quality. A risk appears when the 

company (supplier) only concentrates on the prices and is forgetting about quality and 

customer service. In this market formation with a lot of competitors with similar services, it is 

important to be aware of these objectives together. In telecommunications industry, customer 

service and customer loyalty are becoming more important. According to Porter (1983), the 

cost of switching from one supplier to another increase as the loyalty between the present 

supplier and the customer increases. In other words, when a customer is satisfied with a 

supplier, the customer is less willing to switch supplier. We think previous state owned 

companies can try to create or maintain a good reputation trough communicating with their 

customers, and put a lot of effort in customer service. Another thing that the supplier should 

consider is the bargaining power from customers that buy large volumes in relation to the 

supplier’s sales. Losing these customers can be devastating, since they contribute to a large 

amount of sales. It becomes even more important to keep a good relationship with this group 

of customers.  

 

Thailand had not, in 2004 introduced number portability. This service means that when a 

customer switch supplier it can keep its current telephone number. Number portability 

increases the customer’s possibility to change supplier. Without this service, switching costs 

increase and the customers are not as willing to switch supplier as when number portability 

exists. High switching costs through not using number portability can be an advantage for 

previous state owned companies before the competition is fully developed. According to 

Porter (1983), when number portability is implemented and switching costs decreases, the 

new entrants’ power of competition grows and the companies have to be prepared. In Sweden, 

especially in the mobile service, suppliers have been using a switching cost strategy where the 

mobile phones are locked to a certain operator. The customer can buy a phone with 

subscription for a small amount of money. The phone is locked to this subscription for a year 

or more. After that period, the customer can switch operator if it pays an unlocking fee. We 
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think that the supplier has two advantages by using this strategy. First customers are less 

willing to switch supplier since they have to pay for it, and secondly the supplier can entice 

low income customers since they do not have to put up a large amount of money to buy the 

phone. This can be useful to keep customers over a certain period.  

 

Telecommunication companies can take advantage of the network effect through offering 

special prices to customers within the same network. Shy (2001) states, when the utility 

derived from being connected to a network exceeds the utility from low prices, a company 

can make use of the network effect. This means that a customer is willing to pay more if a 

satisfying number of customers are connected, than being outside the network and pay a 

lower price. In Sweden, several new entrants offered free or reduced prices on phone calls to 

customers using the company’s network. For example, Vodafone has a service where they 

offer their customers special prices when they are calling to other customers also using 

Vodafone. When calling outside Vodafone’s network, the prices are different (higher). This 

strategy creates a positive network effect when the existing customer manages to recruit 

friends and family. In Sweden, this strategy was first used by the new entrants, but previous 

state owned companies can take advantage and implement it before the competition increases. 

We think that since these companies already have an established group of customers, they can 

create significant value for their customers and even entice new ones by make use of the 

network effect.  
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6. Conclusion and Further Research 

 

This chapter represents our findings and conclusions in answering our purpose. Findings and 

conclusions are made from studying the reports, reading the Master Plan for 

Telecommunications Development, and compare these with Sweden’s privatization process. 

Further research will be discussed at the end of this chapter.  

 

6.1 Conclusions 

 

The main problem for previous state owned companies will be keeping their customers after 

the new market formation, where competition is constantly intensifying. They must focus on 

keeping their existing customers, rather than entice new ones. Otherwise, they may risk 

loosing market shares and their present position. To keep existing customers, they can take 

advantage of the positive network effect. When switching costs decrease through 

implementation of number portability, the network effect becomes an efficient way to 

decrease customers’ willingness to switch subscriber. Another way of keeping customers is to 

differentiate products and services. Not to forget though, both products and services are easy 

to copy in the telecommunications market. These companies have to find new ways all the 

time and not get stuck in successful periods. Change does not have to be hard or cost a lot of 

money. A company has many different possibilities using the products and services that 

already exist, through bundling. Cost leadership can be an uncertain strategy, but still useful 

within this industry, since low costs is an advantage in price wars. Cost leadership is however, 

hard to maintain. Using this strategy requires constant cost reductions within several 

departments.  

 

The companies we have studied for this report were not as threatened by substitutes as they 

should be. The technological innovation is moving fast and many services can be used 

through different channels. One technology can be used for several services, and one service 

can be offered through several technologies. The previous state owned companies can take 

advantage of their existing network and offer several services instead of only focus on 

telephone services or Internet services. In Sweden, the new entrants were the first to find new 

ways of competing. In other countries undergoing privatization, the previous state owned 

companies can implement these strategies to compete before the new entrants do.  
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To be successful, the companies have to start from their own country’s and company’s 

prerequisites. These prerequisites are the backbone in making strategic choices. In this report, 

we have studied Thailand’s telecommunications market and compared it to Sweden’s. These 

countries have/had different prerequisites when competition is/was implemented. Despite this, 

countries that now undergo a period of privatization can take advantage of learning from 

mistakes done by other countries.  

 

6.2 Do Not Forget the Future 

 

After reading the reports, different ways of thinking were noticed when the delegates 

analyzed their companies’ strengths and future advantages. The delegates from CAT, looks at 

strengths the company has now and does not look at future strengths at all. Telia in Sweden 

did the same thing and tried to stay like this and fight the competition. They do not mention 

anything about how to gain future advantages. JTS has another sight of the future and is 

looking ahead with both strengths and advantages, but the strategy is very straight and there is 

not much space for changes. There were also contradictions in the company’s strengths and 

weaknesses. JTS mention project management skills both as strength and a weakness. These 

companies have to dig deeper into their organization to really find relevant strengths and 

weaknesses, to be able to find the right strategies in a competitive market formation. The 

telecommunications industry is an industry in constant change and competing on the edge can 

be a suitable strategy. Companies in this situation have to constantly reinvent and find new 

goals to stay competitive. In changing markets it is important to know that advantages are 

temporary and that the future is unpredictable. Therefore, the strategies have to be 

continuously renewed. However, the companies have to be aware of that this approach can be 

inefficient and mistakes can be made along the road. Using competing on the edge as a 

strategy is more about learning from mistakes and taking chances rather than being the most 

efficient company in the market at any particular time. The characteristics of this strategy are 

taking advantage of changes instead of opposing them. Losses can be made during periods of 

trial and error. The company must have resources to finance these errors, and find alternative 

options.  

 

6.3 Further research 

  

We hope that our results contribute to a continued discussion about useful strategies under a 

period of privatization and in a market with competition. Further research can be made 
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through developing Porter’s competitive models and strategies. Using Porter’s strategies as a 

backbone, finding alternative ways would open new ways of thinking and maybe result in 

new useful strategies in competitive markets. Knowledge Management looks at the company 

and the market in a different angle than Porter. Knowledge Management sees the company 

from the inside instead of the surroundings, and it is different from pure competitive 

strategies. If this skill is well developed, it can be an important resource for a company that is 

competing with others.  
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